
FINANCE ACT 2021 WITH 
FBR COMMENTARY





INTENDED USERS
THE TARGET AUDIENCE FOR THIS 

GCA BUDGET MEMO IS “ICAP FRATERNITY 
INCLUDING STUDENTS & GENERAL PUBLIC”.

ICAP STUDENTS WHO WILL APPEAR IN FOLLOWING 
UPCOMING ATTEMPTS CAN USE THIS MEMO: 

WINTER-21, SPRING-22, SUMMER-22  &  AUTUMN-22 ONLY.



•Effective date of  applicability of  these changes will be July 
1, 2021 unless otherwise mentioned. 

•Nothing contained in this document shall be construed as 
our advice in general or on a given case, accordingly, for 
ascertaining any effect of  these changes in general or 
particular, the wordings in the bill should carefully be 
examined, taking into consideration the applicable laws and 
regulations, and precise advice should be sought before 
taking any decision based on, or acting up on any of  the 
contents hereof. 





FILING OF RETURN AND PAYMENT OF DUTIES
SECTION 4 SUB-SECTION (4)

• Presently, under section 4, registered persons can revise their sales tax returns within 
120 days of the filing of the return with the approval of the concerned CIR. However, 
this provision was not harmonized with section 26 sub-section (3) of the ST act, 
whereby registered persons can revise their sales tax returns within 60 days from the 
filing date without seeking approval of the concerned CIR, on the condition that the 
revision has the consequence of either reducing a refund claimed, or increasing the 
amount of sales tax originally paid. 

• Proviso in sub-section (4) of section 4 to the FED Act added to harmonize the 
mechanism of revision of returns with the existing provisions of the ST Act. 



RECOVERY OF UNPAID DUTY OR OF ERRONEOUSLY 
REFUNDED DUTY OR ARREARS OF DUTY

SECTION 14 SUB-SECTION (4)
Section 14 of the FE act empowers the officer inland revenue to issue a show cause notice 
to any person who has not levied or paid, or short-levied or short-paid FED, or where FED 

has been refunded erroneously. Sub-section (2) of section 14 of the FE act further 
empowers the officer inland revenue to determine the duty payable by such a person 

together with any applicable penalty and default surcharge. 

Sub-section (4), the powers of the officer inland revenue be enhanced further to 
provide assistance in collection and recovery of duties, in pursuance of requests from 
foreign jurisdictions under tax treaties, multilateral conventions, inter-governmental 

agreements or similar agreement or mechanism. 



LICENSING OF BRAND NAME
SECTION 45AA

•New section, 45AA 

• Introduce a requirement for manufacturers of specified goods, to obtain 
brand licenses from the FBR for each brand or stock keeping unit. 

• “Stock keeping unit” has not been defined in the FE Act

• In common parlance it refers to a scannable bar code, as is printed usually 
on product labels. This means that all items, whether existing as unique 
brands or being sold with unique bar codes, will require brand licensing 
from FBR in the manner to be prescribed by it. 



AGREEMENT FOR THE EXCHANGE OF INFORMATION
SECTION 47A

• The existing section 47A of the FE act empowers the FG to enter into bilateral or multilateral agreements 
for the exchange of information (including electronic information) with provincial governments and 
governments of foreign countries, with respect to FED levied under the FE act or any other law in force in 
Pakistan or a corresponding law in the foreign country. 

• Title of the section be amended by including the words “or assistance in recovery of duties”. 

• Insertion of two new sub-sections, (1A) and (3). 

• Through sub-section (1A), the FBR will be empowered to share data/ information, including real time 
videos and images obtained under the FE act, with the federal or provincial governments. The exercise of 
these enhanced powers will be subject to the limitations and conditions as may be specified by the FBR. 

• Through sub-section (3), empower the federal government to enter into bilateral or multilateral 
conventions, inter-governmental agreements or other mechanisms for assistance in recovery of duties. 



FEE AND SERVICE CHARGES
SECTION 49

•Section 49 was inserted in the FE act vide finance act, 2019 to empower 
FBR to levy fees and service charges for valuation in respect of any other 
service or control mechanism provided by any formation under its control, 
including public-private partnership arrangements. 

•New sub-section (2) added through which FBR may authorize and 
prescribe the manner of utilization of the fees and services charges levied 
under this section 



AMENDMENTS IN THE FIRST SCHEDULE
SECTION 3I

The first schedule to the FE act, provides a list of 
goods and services on which FED is leviable at the 
rates prescribed against such goods and services. 

Table I specifies the goods and table II of the 
schedule specifies a list of services on which FED is 

leviable. 



TABLE-I 
(GOODS) 

Exempt fed on the following goods upto June 
30th, 2026 including electric vehicles (4 wheelers) 
on which exemption was earlier granted through 

the tax laws (amendment) ordinance, 2021 by 
amending existing entries as follows: 







RATE CHANGE



•PCT code of filter rod for cigarettes provided at Sr. 
No. 56 of the first schedule rectified from 
5502.0090 to 5502.9090. 

•The bill seeks to insert the following new entry in 
Table 1 of the first schedule to the FE Act to levy fed 
on electrically heated tobacco products using non-
combustive tobacco heating systems: 





NEW ADDITION VIA ACT 
Levy of further FED at PKR.1 per call where 

call duration is exceeding three minutes. 
Through the act, FED of 75 paisa per call 
has been retained on mobile phone calls 
with duration exceeding five minutes. 



Withdraw the 
exemption of sales tax 

from all such items. 





TABLE-II 
(SERVICES) 

•Reduce FED on telecommunication 
services from 17% to 16%. 
•Levy fixed FED on the following 
services:





•Correct the heading of column 2 which 
erroneously states "description of goods" 
instead of "description of services". 

•Exempt FED on MDR received by banking 
companies on services related to acceptance of 
digital payments. 



AMENDMENTS IN THE SECOND SCHEDULE
SECTION 7

Omitted the following entries 
from the second schedule to the 

FE act: 





AMENDMENTS IN THE THIRD SCHEDULE
SECTION 16 SUB-SECTION (1)

The third schedule to the FE act provides a list of 
goods and services on which FED is exempt, 

subject to certain conditions and limitations as 
provided therein. New entries be added in table I 

of the third schedule to the FE act: 













ISLAMABAD CAPITAL 
TERRITORY (TAX ON 

SERVICES) ORDINANCE, 2001 



SCOPE OF TAX
SECTION 3(1A)

Export of services will 
be treated as ZERO %.



SCOPE OF TAX
SECTION 3(1A)

• New sub-section (1a) to tax services that are not rendered or provided in the ICT but are 
instead exported from the ICT, at the rate of zero percent. This may contradict the SRO 
issued by FBR on 01 July, 2017, whereby the export of IT services was declared as 
exempt from the purview of sales tax on services under the ICT ordinance. In view of 
this contradiction, the aforesaid SRO would be required to be subsequently rescinded. 

• Nevertheless, once this proposed amendment is approved, exporters shall be eligible to 
seek adjustments/ refunds of admissible input tax, that was hitherto unavailable. 



THANK YOU FOR READING. 

Any suggestions/criticisms can be sent 
to : 

gcaconsultants@gmail.com



DISCLAIMER
This GCA finance act 2021 memorandum is correct to the best 
of our knowledge and belief at the time of its publication. It is 

intended  to provide only a general outline of the proposals 
announced in the federal budget. It should neither be 
regarded as comprehensive nor sufficient for making 

decisions, nor should it be used in place of professional 
advice. The GCA consultants/GCA official do not accept any 

responsibility for any loss arising from any action taken or not 
taken by anyone using this publication.



GCA CONSULTANTS
GCA is a non-government/non-profit organization working 

for the development of  professional accountancy and 
members/students of  such professional bodies. We work to 
provide career counseling, guidelines and other stuff  to assist 

in making a well-established career in professional 
accountancy professions. Our members are social workers 

from all the corners of  world, ready to assist all to their best.
© 2021 GCA CONSULTANTS

ALL RIGHTS RESERVED 

WWW.GCAOFFICIAL.ORG
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