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Subject to the provisions of this Act, there shall be changed, levied and paid a tax known as sales tax @ 17% of the value of 
1. Taxable supplies made by a registered person in the course or furtherance of any taxable activity carried on by him.
2. Goods imported into Pakistan irrespective of their final destination (tariff or nontariff)
In order to understand the main concepts following terms should be understood:
· Supply and taxable supply
· Registered person 
· Taxable Activity 
· Time and value of supply
Taxable supply means a supply of taxable goods made by an:
· Importer,
· Manufacturer,
· Wholesaler (including dealer),
· Distributor or retailer
Other than a supply of goods which is exempt under section 13 and includes a supply of goods chargeable to tax at the rate of zero percent under section 4.
Goods include every kind of movable property other than actionable claims, money, stocks, shares and securities
· Immoveable property – Land and anything attached to land
· Actionable claims- Gifts vouchers, claim to any unsecured debt, option offered to purchase any property when sold, discount coupons for sales exhibitions in future, future claim for rent.
· Money includes coin, bank notes, Govt. promissory notes, bank deposits.
· Security – bonds, stock certificate, T-bills, PIB etc.
· Share and stock- shares in share capital of the company
Supply means a 
· Sale
· Other transfer of the right to dispose of goods as owner (exchange or gift etc.)
· Sale or transfer under a hire purchase agreement, and also includes
a) Putting to private, business or non- business use of goods produced or manufactured in the course of taxable activity for purposes other than those of making a taxable supply.
Example 1: Use of taxable goods of internal testing, training and evaluation. The goods include both manufactured and locally procured goods. In this case putting manufactured goods to internal use will be supply whereas local procured goods will not be supply, however input will not be allowed.
Example 2: Personal consumption by employee of manufactured products is supply.
b) Auction or disposal of goods to satisfy a debt owed by a person
Example:  Sale of taxable goods for against debt outstanding by banks, FBR, Excise etc. Sales tax will be charged on market price of the stock/property.
c) Possession of taxable goods held immediately before a person ceases to be registered person
Example 1: Unsold stock- Deregister – Taxable 
Example 2: Holding goods notified as exempt by FBR- Supply
d) In case of manufacturer of goods belonging to another person, the transfer or delivery of such goods to the owner or to a person nominated by him.
Example: Toll manufacturer
Provided that the Federal Government may, by notification in the official Gazette, specify such other transactions which shall or shall not constitute supply. Following are not supply
· Forward transactions of Commodities at PMEX
· Goods delivered under Murhaba arrangements to or by bank or financial institution
Taxable activity means any economic activity carried on by a person whether or not for profit, and includes; 
i. An activity carried on in the form of a business, trade or manufacture
ii. An activity that involves the supply of goods, the rendering or providing of services, or both to another person
iii. A one-off adventure or concern in the nature of a trade; and
Anything done or undertaken during the commencement or termination of the economic activity, but does not include
· The activities of an employee providing services in that capacity to an employee;
· An activity carried on by an individual as a private recreational pursuit or hobby; and 
· An activity carried on by a person other than an individual which, if carried on by an individual, would fall within sub-clause (b).
Registered person means a person who is registered or is liable to be registered under this Act. Provided that a person liable to be registered but not registered under this Act shall not be entitled to any benefit available to a registered person under any of the provisions of this Act or the rules made thereunder.

