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           05th May, 2019 

 
Documentation of agri income, digital tax top ICAP budget proposals  
ISLAMABAD: Institute of Chartered Accountants of Pakistan (ICAP) has strongly recommended 
documentation of agriculture income, imposition of digital tax, revision of appeal system, adjustment 
of sales tax refund against income tax liability, abolition of presumptive/fixed tax schemes and 
integration of federal and provincial taxation authorities under one-window solution in the upcoming 
budget 2019-20. 
 
Addressing a press conference here on Saturday, President ICAP Jafar Hussain and Ashfaq Yousuf 
Tola, Council Member and Chairman ICAP Committee on Fiscal Laws, shared budget proposals for 
2019-20. 
 
Ashfaq Tola briefed mediapersons that an ICAP delegation led by himself held meetings with the 
FBR Coordination Committee on May 2-3, 2019 and discussed ICAP’s recommendations for the 
forthcoming budget 2019-20. Last year, the FBR had accepted 60-70 percent of the ICAP proposals 
and this year the FBR has endorsed most of the proposals submitted by the ICAP. 
 
Talking to the media, he said that the Institute, with its commitment to promote a responsive and 
equitable taxation system, has always shared unique perspective on the tax policy with the decision-
makers, that serves all the stakeholders and is one the key drivers of national economic prosperity. 
 
He said that ICAP is planning a nationwide post-budget conference with live webcast across the 
country, which would be the first time in the history that live transmission for the general public 
would be available on ICAP proposals. 
 
Recently ICAP has organised International Tax Conference in Lahore & Islamabad in February 
2019, aimed at providing opportunity to learn about international best practices, both for the 
policymakers and the tax professionals. In March, National Tax Conference was organised on 
harmonisation of tax laws in Pakistan, he added. 
 
Ashfaq Tola said that ICAP Committee on Fiscal Laws formulates tax proposals for federal and 
provincial budgets each year, aimed at to assist the government, build an innovative and responsive 
taxation system, broaden the tax culture, improve revenue collections, increase tax payers’ 
confidence, ensure voluntary tax compliance, improve monitoring and eventually lead towards an 
all-inclusive sustained economic growth. 
 
He said Pakistan’s tax-to-GDP ratio is the main impediment in the economic development, which 
has compelled governments to take short-term tax measures. At present, there is over dependence on 
the indirect taxes. There is a dire need for administrative reforms and formulating long-term strategic 
policies. 
 
He said ICAP proposals for Budget 2019-20 are focused on ease of doing business, tax reforms, 
harmonisation of tax laws and broadening of tax base. 
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Tola highlighted proposals relating to the documentation of agriculture income. He said that there is 
a serious need of brining taxation of agriculture income under a more transparent and documented 
manner. The taxation of agricultural income may remain with the provinces, but there is no bar under 
the Constitution on federal government in documenting the agricultural income and agricultural 
assets and income earned therefrom. 
 
About the digital tax, he informed that the proposed digital tax can be initially introduced at the rate 
of 30% (on non-resident companies having no establishment in Pakistan) on their income from 
advertisements from Pakistan. These companies are not adequately taxed as they are not established 
within the country. This will also encourage local software service providers to get registered and 
earn from local advertisements. 
 
Talking about the adjustment of sales tax refund with income tax liability, he proposed enabling 
provision in the Sales Tax Act and Federal Excise Act be introduced, in line with section 170 of ITO, 
for adjustment of sales tax/FED refund sales tax/income tax/FED liability. 
 
The ICAP has recommended that all presumptive/value addition/fixed tax schemes be abolished and, 
all such sectors/goods to be brought under the uniform tax regime to promote the culture of income-
based taxation. 
 
Some key recommendations included facilitating small & medium-sized enterprises including 
separate and simplified income tax and sales tax regime for SMEs and retailers, simplified one-page 
return and minimum book-keeping requirement and exclusion of the SMEs from the list of 
withholding tax agents. 
 
The ICAP has recommended income tax credit for sales tax registered person to encourage 
documentation and broadening of the tax base Section 65A of Ordinance to be reinstated with a 
higher rate of tax credit, condition of 90% supplies to registered persons be reduced to 75% and 
benefit of tax credit available to manufacturers should be extended to all registered persons under 
Sales Tax Act. 
 
The ICAP recommended that all tax revenue authorities should provide one-window solution for the 
taxpayer. This would be not only for enabling inter-adjustment of refunds, but also for one-return for 
both the federal and provincial taxes. In this regard, STRIVE should be implemented at provincial 
level also along with integration with the federal return. 
 
Tola informed that a policy board comprising chairman FBR as well as heads of provincial boards 
should be formed to ensure uniformity in policies, tax rates and procedures of the federal and 
provincial revenue boards. Standard schedule of services should also be introduced. The provincial 
statutes should provide classification of taxable services in a more consistent manner to provide 
clarity and help reducing unnecessary litigation. 
 
In order to promote industrialisation in the country, it is suggested that the exemption from tax 
collection at import stage on import of plant and machinery and spare parts by newly established 
manufacturing company/for expansion by the existing company be allowed at least for five years 
from the date of incorporation of the new company/initiation of expansion projects by the existing 
company, ie, without any additional cost on national exchequer as it is already adjustable, Ashfaq 
Tola said. 
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The ICAP recommended that income from export of ‘all types’ of services be exempted in line with 
the IT-enabled services or, at least, export of services be subject to reduced rate of tax as applicable 
in case of export of goods. 
 
About the multiple audits, he recommended that no audit may be initiated without unless specific 
scope and guidelines are available in the law. 
 
Different sales tax rates prevailing across provinces needs standardisation. Standard rate of Sales Tax 
should be reduced to 13%, in line with the SST to attract more taxpayers into the tax net, reduce cost 
of doing business and bring equity with other provinces. 
 
A non-resident has been defined as a person who is not registered with the relevant provincial 
statute. Service provided by a non-resident is liable to tax under reverse charge mechanism i.e. in the 
hand of service recipient. Inter-provincial transactions are not zero-rated, or exempt in the 
jurisdiction of origin. Accordingly, such a tax framework is tantamount to double taxation in case 
where service provider is located in other province of Pakistan. Reverse charge should be restricted 
service provider located outside Pakistan. Further, tax paid under the reverse charge mechanism 
should be allowed as an input tax. 
 
The basic source for broadening of the existing tax base is financial transactions carried out by the 
persons who avoid filing tax returns. Proper mechanism needs to be introduced in the law to bring 
the potential unregistered persons, whose information is already available in the shape of 
NTN/CNIC, through withholding provisions. Commercial connections of gas and electricity 
provided to non-filer should also be discontinued. 
 
The FBR should also go for hiring of professional staffs (like CAs, ICMAPs, PIPFAs, etc,) both at 
Commissioner and operational level having sufficient experience e.g. 2-5 years for the relevant 
position. 
 
To eradicate the indifference between a filer and non-filer, and giving a sense of benefit to filers, 
non- filers should be penalized heavily in the form of withholding tax say 50% higher rates. ‘Further 
tax’ on sale to unregistered person should be increased to 5%. Extra tax on commercial and industrial 
utilities connection should be increased to 15% for unregistered person. 
 
A long-term policy needs to be developed in Pakistan so as to attract global giants for establishment 
of their businesses in the country, for capacity building/establishing manufacturing facilities, and for 
transfer of technology, Ashfaq Tola added. 
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