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PREFACE

Article 160 of rhe Constitution of lslamic Republic of Pakistan

authorizes the President of Pakistan to approve distribution of revenues

between the federation and the provinces tluough an Oder (the NFC Award),

on the recommendation ofthe National Finance Commission (NI'C).

2. The 76 NFC Awad was signed on 30d December. 2009 and its

recommeldations were given legal cover with effect fiom l" July,2010,
through President's Order No.5 of 2010 (Distribution of Revenues and

Grans-in-Aid Order, 2010).

3. Clause 3(B) of Article 160 ofthe Constitution oflslamic Republic

ofPakistan provides as follows:

"The Federal Finance Minister and l'rovincial Finonce

Ministers shall monitor lhe imPlefie tation of the Award

biqnnually and lay their rcporls before both llouses of Majlis-

e-Shoora (Parliament) and the Protincial Assemblies

4. Id pursuance of the above provision, it is impetative upon the

Finance Ministers of the Fedelal aod Provincial Govemments to monitor

implementation of the Award biannually and lay a report before both

Houses ofthe Parliament and Provincial Assemblies.

5. The Biannual mooitoring report for the period from January to

June, 2022 was approved by fie Federal and Proviocial l-inance Ministers

for laying before both Houses of the Parliament and Provincial

Assemblies.

6. The Biannual Report contains total FBR collections .eported

during January - h)ne, 2022, details of DivisibleNon Divisible Pool

Components, vertical Distribution of shares between Federal and

Provincial Govemments, Horizontal Distribution of shares among the

Provinces and detail of Grant-in-Aid as well as StaiSht Transfers to the

Provinces.

7. The repon also includes detail of efforts by Federal and Provincial

Govemments to streamline thei tax collection systems to reduce Ieakages

and increase their revenues as well as efforts for maintaining fiscal

discipline at Federal ard Provincial levcl during the reported period'

lmdad Ullah Bosal
Secretary

Finance Division
Islama the 9'h A 2021
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E\u( l:t tvu sl iuNt,\R't

This 2'd Biannual Moritoring Report on implementation of 7t

NFC award covers the period from January to June, 2022 of Financial

Yee( 2O2l-22. Total tax collection as reported by FBR remained

Rs.3,263.673 billion for the period under report. After subtracting non-

divisible pool components and l7o each as collection charges and

additionality for Khyber Pakhtunkhwa on account of War on Terror

(WoT), the net divisible pool comes to Rs.3,133.019 billion. The

Prcvincial share comes to Rs.1,801.486 billion, leaving a balance of

Rs.l,331.533 billion for the Federal Govemment. The Provincial share has

been distributed as: Rs.932.089 billion to Punjab (51.74%), Rs.442.265

billion to Sindh (24.55Vo\, Rs.267.377 billion to Khyb€r Pakhtunkhwa

(14.62%) alld Rs.163.755 billion to Balochistan (9.09%) Khyber

Pakhtmldwa recei$ed Rs.31.647 billion on account of War on Terror,

whereas, Balochistan received Rs.14.26l billion to meet the shonfall in its

budgeted share for FY 202 I -22.

Dudng the period January - l'J[:,e 2022, Rs.19.588 billion'

Rs-11.134 biltion and Rs.22.823 billion were collected on account of

Royalty on Crude Oil, Gas Development Sucharge (GDS) altd Royalty on

Natural Gas, lespectively which were transferred to the Provinces.

Similarly, an amount of Rs.6.228 billion has been transfered to Provinces

on account ofExcise Duty on Natural Gas during the reponed period.

The Province of Sindh is entitled to receive grant-in-aid equivalent

to 0.66% of the provincial shaie in the net proceeds of the divisible pool,

as compensation for losses on account ofabolition ofOctroi and Zilla Tax.

Accordingly, an amount of Rs.l 1.889 billion was rcleased to Govemment

ofSindh on this account.



Chdplebl
INTRoDUCTIoN

1.1. The NFC Award 2009 has been in operation since FY 2010-11
*ro]]gh "Dislribulio oJ Rerenues afid Grunts-in-Aid O er 2010"
(A nex-I). The main responsibilities enfusted to the Federal and
Provincial Govemments through this Award are:

Distribution of Divisible Pool Taxes between the Federation
and Provinces and arnongst the Provinces as prescribed in the
Award (Articles 3 and 4 ofthe Order).

Transfers of Royalties, Sucharge on Gas ald Excise Duty on
Gas to the Provirces as prescribed in the Award (Articles 5 &
6 of the Order).

Provision of obligatory grants to Provinces as prescribed in
the Award (Article 7 of the Order).

d. GST on Services (Article 8 ofthe Order).

Achieving l5% Tax to GDP ratio by 2014-15. To achieve this
target, a path has been recommended by the NFC for both
Federal and Provincial Govemmeflts (Clause 2 of Article 9 of
the Order).

f. Maintaining fiscal discipline both at Federal and Provincial
levels (Clause 3 ofArticle 9 ofthe Order).

1.2. As provided under clause (3B) of Article 160 of the Constitution,
the Federal and Provincial Finance Ministers have been mandated to
monitor implementation of the Award biannually and lay reports in this
regard before both Houses of the Parliament and the Provincial
Assemblies.

1.3. The implementation status of the above provisions of the
President's Order, i.e-, Distribution of Revenues and Grants-in-Aid Order,
2010, is given in the following chapters.

a

b

c.



Chapter-2

DIvrsroN or DIvrslaLE PooL TAXES

Afticles I and 2 consist of title and definition of the President's
Order "Distribution of Revenues and Gmnts-in-Aid Order, 20 1 0 (Award)"
and therefore, no action is required on these Articles.

Articles 3 and 4 of the President's Order regulate the distribution
of divisible pool taxes between the Federal and Provincial Governments
venically and amongst the four Provinces horizo[tally.

2.1. FBR'S Tax Receipts

2.1.1. Federal Board of Revenue (FBR) reported the following tax
collection for Financi al Year 2O2l -22:

in billion

6,035.571Provisional collection reported on fortnightly basis
durine FY 2021-22

R
Arrears worked out o[ receipt of final reconciled
collection for FY 2020-21 reported in FY 2021-22

6,140.176c Total collection reported duriog FY 2021-22
(A+B)

l

l ABLE-I: Total FBR's couection durine FY 2021-22

104.905



2.1.2. The relcases to the Provinces during the Financial Year 2021'22

were made on the basis of FBR collection amounting to

Rs.6,140.476 billion. Out of this collection, Rs.2,876.803 billion was

reported during lirst half (July to December, 2021) and Rs.3,263.673

billion was repo(ed during second half (January to June, 2022) of the

Financial Year 2O2l-22. The following chart shows a snapshot of
collection during the 1wo halves ofthe FY 2021-22;

l.t Hal, (July

to December,
2021) Rs.

2476.403

2nd Half(Jan,
toJune,
20221,

Rs, 3263.673



2.2, Distribution of Divisible Pool Taxes

2.2.1. The components ofdivisible pool taxes are laid down in clause (1)

of Article 3 of the President's Order No. 5 of 2010. Total receipts of FllR

also include some non-divisible components. Therefore, after deducting

such components, the goss divisible pool taxes for FY 2021-22 were

worked out as Rs.6,073.874 billion against total tax receipts of

Rs.6,140.476 billion. Gross divisible pool taxes for 2nd half of F.Y.2021-

22 (lanuaty-Jrne,2022) come to Rs.3,209.287 billion. A detailed breakup

ofnon-divisible pool componerts is given below:

in bill

2.7. VcrticalDistribution

2.3.1. After subtracting the non-divisible pool components out of FBR

taxes, net amount of divisible pool taxes is determined by deducting cost

of collection. The entire procecds are thcn distributcd between the

Federation and Provinces in accordance with the provisions of Articles 3

& 4 of the Order. The details of vertical dist bution for entire Financial

Y ear 2021 -22 and 2"d halfofFinancial Year -2021-22 (! an-June.2022) arc

as follows:

FY 2021-22 2"'t h^$ 2021-22

3.263.6736,110.476Total Collection FBR Reccipts

5,1.38666.602Less Notr-Divisible Pool Components
19.470

20.78622.t21GST on S€rvices

9.181 6.354

r2.109 7.',716Exp. Development Surcharge

3.209.2876,073.874cross Divisible Pool Tax

TABLE-II: Details of Non-Divisible Pool Compon€rts

22.989

Excise Duty on r''atural Gas



rBR

(t6/"1

Nd Div
Net Div.

157.5%)

6.07t.Ii71
8.]. t slt

5.990.?t6 J,ll0.1l5

2.24t.915 .l.l l1l8 1,t91011 2t 911 2.t75.t06 I.250.686

0 t9l 0 00.1 0lll9 0.185 0.211

(Excl.CSTon 1.55.1651 t5 5l? 2_529106 25 291 ?_iol315

(Excl_ ED on NC)
i06 t0t I06t iol041 I030 100 0 rl I?t 50?

961 l0l 517 t07

TABLE-lII: vcrtical I)istrihution of I)ivisible t'ool 'l axes for fY 2021-22

Rs. in bill

i Includcs dcduction of l7o from Income Tax on accou[t of taxes on
ircome consisting of remuneration paid out of the Federal
Consolidatcd Fund, not being part ofthe divisible pool taxes.

TABLI-IV: V€rtical Distribution of Divisiblc Pool Trxes For 2 Hrlf Of
FY 2021-22 (Januerr'- June. 2022)

inb

*' Includcs dcduction from lncome Tax on accouot of raxes on
income paid out ofthe Federal Consolidated Fund

FBR

(t/4 (57.5%)

* r.r.6!1

t_15137{ I tl7 ll t7 1t 273 !.2 t5 518

1,188,16? tl33i 1.275 582 lt ?56 1,162 817

(Ercl ED on NC)
t 6ll 92 831

cusoms (Excl. lxpon t6.-



2.4. HorizontalDistribution

2.4.1. The percentage share of each province in the provincial share of
the divisible pool taxes has been laid down in Clause (2) of Anicle 4 of
President's Order. Provincial shares against their percentages for entire
Financial Year 2021-22 have been worked out as follows:

8l' :oli

I3l3t0 llt 637

0 4 0 0.12 01lt

Sdd Tq (Excl GST M

F.d.rd Excis (Excl. ED d
NCI 89 ?55 25 711 112 501

llr lt5 511 101

2.4.2- The table below Dresents the horizontal distriburion ofshare for the
)nd hatf 6f FY )o)t ))- '

TABLE-VI: Horizontel Distribulion ofDivisible l'ool'l axes t'or 2'd llalfOf
Il' 2021-22 (.Ianuarr -.rune. 2022)

Rs. an billion

Rs. in billion

\5114vo)

t7t 533 l02l8t 61 5ll

0 022

Sals Td (Excl GST on Scrut t78 264

F.d.Bl Excis. (Excl EDo. NC) 2l7et ll573

1

TABLE-V: Horizontal Di$tribution of Diviriblc I'ool Tarrs For l'Y 2021-22



1.4.3. Klyber Paldrtunldwa has been paid an amount of Rs.558.480
billion during F.Y.2021-22. Out of this, an amount of
Rs. 295.024 billion was paid during the period under repon i.e January
J:JI.r.e,2022. Detail of amounts relcased to Khyber Pakhtunkhwa is shown
as under:

TAtll,E-VII: Rckascs to Khvbcr khlunkhnx on,\cc0unt of Wol'

t\ l0!, !l
Ft 202l 12

.1q8 573 2.61J11She h d. Drv6'bl. P@l (l:1.629'")

Rs. in billi

2.4.4- Similarly, Clause (3) of Article 4 of the President's Order also

guarantees that Balochistan province shall receive the projected sum ofthe
provincial share in the net proceeds of divisible pool taxes and any

shortfall be made up by the Federal Govemment fiom its o\^r resouces.

The position ofadditional transfers out ofthe Federal resources is depicted

as follows:

TAIIL[-Vlll: Releases of n's nrotc.lcd shxre

Rs. in billion

Sioce the FBR's collection exceeded the budget estimates, during

Fy -2021-22 therefore, the actual shale of Balochistan also surpassed its

budgeted share by an amount of Rs.l4.26l billion up-to 30th June 2022.

The said amount has been paid to the Government of Balochisun during

Financial Year 2022-23 & 2023-24 i\ addition to its normal share.

s

tl 20!t-r:
tt 102r.21

P@jc.i.d Shsc h fic Drvtibl. P@l (9 09/, 163 755

295 ?28Prorld.d Shd. pad !p b l0A Jun.,2022

t,1261 t.l 16l

1.126tAdde dounr pad in f_Y 202-21



CHTPTER-3

STRAIGHT TRANSFERS/ GR{ITS.I\-AID

3.1- Distribution of Royalty on Crude Oil

3.t.1. Arricle 5 of the Presidcnt's Order relates lo the distribution of rct

proceeds of Royalty on Crude Oil. Pe[oleum Division is responsiblc for

collection of this levy and reports to Finance Division fortflighlly for

onward transfe. to Provinces. Accordingly, the entire net proceeds

reported by Petroleum Division were distributed amongst the Provinces as

shown b€low:

TABLE-IX: Rovrltv or Crude Oil

Rs. in bi

s. in billion

3.2. Distribution ofGDS and Royalty on Nrtural Grs

3.2.1, Atticle 6 of the President's Order govems distribution of

Development Surcharge on Gas (GDS) and Royalty on Natural Gas'

Petroleum Division is the collecting agency for these two levies' The

proceeds collected are rcported to Finance Division on monthly basis for

onward transfer to Provinces. Accordingly, the entire net proceeds of

Royalty and Development Surcharge on Gas reported by Petroleum

Dirrision were distributed amongst the Provinces as presented in the

following table:

TABLE-X: Distribution of Rovaltv on Nstrr'l Gas rnd GDS for
Fv 2021-22

Khyb.r

J9.1900175209015 605 12.,109FY 2021-22 FUU Yc&

t9.a88I 1.622{.9682 8062nd HalfFY
2021-22 (lan-Jun. 2022)

11t78Gc Dielopd..r Surcnargc



TARLE-XI: Amoun( of Royalty on Natural Gas rnd GDS in 2'd Hrlfof

I869 0778 L82l
0116 Il.B{

FY 2021-22 (.lxnuan - June.2{122)

in billion

3.3. Distribution of Excise Duty on Natural Gas

3.3.1. As per Article 16l (l) of the Constitution of Islamic Republic of
Pakistan, the excise duty on Natural Gas is required to be paid to the
province in which the well head of Natual Gas is situated. FBR is the
collecting agency for this lery. The proceeds so collected a.re reported to
Finance Division on montl y basis for onward transfer to Provinces.
Accordingly, net proceeds were distributed amongst the Provinces in
accordance with said provision as follows:

'l AB[,E-XIl: Uxcisc Dut! on (;,\
Rs. in bill

3.3.2. The figures reflected in the above table rep.esent actual transfers
and havc been reconciled with the Finance Departments ofthe Provinces.

3.,1. (]rants-in-Aid to Sindh Provincc

3.4.1. Under Article 7 ofthe Order, Sindh province is entitled to receive
a granGin-aid equivalent to 0.660/o of tIrc provincial share in the net
procecds ofthe divisible pool, as a compensatioo for losses on account of
abolition of Octroi and Zilla Tax. During the Financial Yezr 2021-22, the
provincial sharc in the divisible pool was Rs.3,410.215 billion.
Accordingly, the amount of said grant-in-aid comes to Rs.22.507 billion;
the same has been paid to the Govcmmerlt of Sindh during Financial Year
2021-22. O of total Grant-in-Aid, Rs.ll.889 billion was paid l(' rhe
Govemment ofSindh during the period utrder report.

i 7t2 I 6il
2i tlalfFyr20?l-22

6.7tA

t0



Ch ptet-4

4.1. General Sales Tar on Services (GSTS)

4.1.1. As pcr Article 8 of the Order, N!-C accepted that General Sales

Tax on Services is a provincial subject under the Constitution artd may be

collected by the respective Provinces, ifthey so desired.

4.1.2. All Provincial Govcmmcnts havc cstablished their own Revenue

Agencies and have becn collccting GST or Services by themselves'

Details ofthe CST collected by the Provincial Reveoue Authorities during

the period under report are as undel:-

Table-XIII: GST Collection bv the Provinces

Rs. in billion

% ofB.ERcccipt uplo Junc,2022a.E.2021-22

tot.1./"1s6.089l{7.700
109.6%t65.161t50.900

97.2.11.15.799150.000Sindh

I10.8%77.4',7624.800Khyb€r
Pakhlunkhwa

74.9.k17.35i22.000Bolochistan

GE\ERAI, S,\LES TA\ O\ SERYI(-ES

lt



Chapler-s

MtscELLANEous PRovtstoNs oF PRESTDENT's ORDER

5,1. Incrcase in the Ratc of Excise Duty on Natural Cas

5.1.1. Anicle-9(l) provides for increase in the rate of excis€ duty on
Natural Gas to Rs.l0.0 per MMBTU. The said recorlmeodation stands
already implemented through Finance Bill, 2010.

5.2. Streamlining Tax Collection

5.2.1. Article-g(2) provides for streamlining of tax collection systems by
the Federal and Provincial Govemments to reduce leakages and increase
revenues in order to achieve 1570 tax to GDP ratio by the year 2014-15. It
was also recommended that Provinces would initiate steps to effectively
tax the Agriculture and Real Estate sectors. In this regard, steps taken by
Federal and Provincial Govemments are explained in the following
paragraphs.

5.2.2. Fcderal Goverament

Major Iritirtives Taken by FBR

ln order to achieve broader economic and financial stabilitv
through sustainable economic growth by removal of distortioni,
broadening of tar basc and documentation of economy, Finance
(Supplemenlary) Act. 2022 was promulgared on 15u January, 2022.
Through the said Act, certain amendments were introduced in Sales Tax
Act, 1990, Income Tax Ordinance, 2001 and Federal Excise Act,2005.

I. Amendmcnts in Income Tax Ordinance, 2001

i. Digital Mode ofPayment

Thrcugh Ta,t Laws (Third Amendmenr) Ordinance, 2021 it
has been made compulsory for corpomte taxpayers to use
digital mode of payment for certain expenditures. The
Finance (Supplementary) Act, 2022, inclusively defines
digital modc ofpayment as under:

a. Online portals or platforms for digital payments/ receipts

b. Onlinc interbar ( l'und transfer services

l2



c. Online bill or invoice presentme and payment services

d. Over the counter digital payment services or facilities

e. Card payments using Point ofsale terminals, QR codes.

mobile- devic€s, ATMS or Kiosk

f. Any other digital or online paymert modes

Furthermore, Board has also been empowered to notiry the date for

adoption of digital modes of payment.

ii. Provisiotr ofltrformrtion by the Banks

Through this legislation, the scope of information shared by

the banks under Section 165A of the Ordinance has been

enhanced. Banks are now liable to fumish information

regarding newly opened or re-designated business bank

accounts during each preceding calendar month.

iii Enhancement ofAdvance Tax on Cellular Services

Rate of advance tax on cellular services under Section 236 of
the Ordinance has been incrcased from l1yo lo | 5yo'

Advancc'Iar on Foreign TV Seri{ls and Advcrtisenrcnts

ln order to encoumge domestic media industry, advance tax

on foreign produced TV drama serials or plays dubbed in

Uldu oi any other language shown on local television

channels has been inhoduced through insenion of Section

236CA in the Ordinance. Additionally. advance t&\ shall also

be applicable on advertisements starring loreign actors Ta'\

collected under this sectiol shall be minimum tax Rates have

been introduced through Division XA of Part IV of Firsl

Schedule to the Ordinance as follows:

Rate ofTar
Rs. 1,000,000 per episode

tv Rs. 3 000,000

Rs. 500.000 Pcr

1l



Enhanccm(nl ofAdrance Ta\ on vehick Registration

Advance lax on vehicle registrarion under Section 23lB (2A)
of the Ordinance has been increascd for the persons who
rcgistcr such motor vehiclcs which have been sold prior to
thcir l'irst registration. The purpose is to discourage huge "on
moley" on such vehicles which are bookcd by investo.s as a
result ofwhich the vehicles remain unavailable to the genuine
buyerc new rates under Division VII of Part IV of First
Schedule to the Ordinance arc as below:

Up to l000cc Rs 100 000
l00lcc ro 2000cc tu. 200.000
200lcc and above Rr. 400.000

Taration ofSpecial I'urpose Vchiclc undcr REIT

The conccpt of Speciat Purpose Vehicle (SPV) r.rnder the Real
Estate Investment Tmst (REIT) has been inrroduced by SECP
tkough legislation. Through the [inance (Supplementary)
Act, 2022. SPV being a pass-through cntity, has been
extended the safire tax treatment as already given to RIIT
under the Ordinance. Dividend reccived by REIT from SPV
shall bc chargeable to tax at rhc ratc of 07o while dividend
paid to non-REIT investo shall bc chargeable at the.ate of
35o%. Thesc will be subject to advance tir\ deduction at the
sarne rates. Furthermore, SPV has been included in the
exemptions ganted to REIT under clause (99) and (99A) of
Pan I and clause (47B) of Part IV of Second Schedule to the
Ordinance.

vii. Etplanrtk,n regarding Minimum 'l ar

Explanation has been added to sections 153.233 and 236Q ol
the Ordinance to clariry that tax deducted under these
provisions shall be minimum tar in rcspect of any income
derived by taxpayers which is subject to deduction of tax
under these sections-

l.l



!iii. Disclosure of Information in R€spect of Public Olficialr

The legislation seeks to allow disclosue of information ty's
216 of the Ordinance in respect of any high-level public
officials and public servants in BPS-17 and above, their
spouses, children or benamidars, or any person in relation to
whom the afore-mentioned persons are beneficial owner.

lx_ Restriction of Exemption to Power Generation Projccts

Urder clause (132) of Part 1 of the Second Schedule to the
Ordinance, exemption from ta\ on profit and gains is
available to a taxpayer who sets up an electric power
generation project in Pakistan subject to conditioN thercin.
The sixth proviso to the clause has been substituted with a
new proviso to qualiry thal the exemption shall be available to
persons, who enter into agreement or to whom lefter of intent
is issued by the Federal or Provincial Governrnent for setting
up an electric powe. genelation project in Pakistan on or
before the 30t day of June, 2021 and who obtain the letter of
supporl on or before the 306 day ofJune, 2023.

The above provisions go into force with effect from January
16,2022.

ll. Amendments in Sales Tsx Act, 1990

i. Streamlinirg of5tn Schedule

Zero-rating under 56 Schedule to the Sales Tax Act, 1990 has
been rationalized and some of the entrics have been omitted.
For example, zero-rating on local supply of plaot and
machinery to Export Processing Zones (EPZ). duty fiee shops,
local supplies to exports covered under Export Facilitation
Scheme, and supply/repair/maintenancc of ships and related
equipment and machinery has been withdrawn.

On the othfl hand, zero-rated regime at import stage is
introduced for drugs rcgistered under the Drugs Act, 1976.
Pharmaceutical goods and their raw materials were earlier
exempt ftom Sales Ta,\: as a result. most of the supply chain

t5



was undocumented. This had led to misuse of this facility and

revenue leakages. Moreover, the sector had absorbed tax paid

on various inputs including packaging material and utililies.
These input taxes became part of cost and werc passed on to
patienls. In order 1o address these issues, pharmaceutical

products a.e made zero rated and any tax paid oo their inputs

are made refundable. This mcasure will bring transparency to
the sector ar1d hclp FBR in documenting the entire supply

chain. It will also help the govcmment in controlling and

reducing the pricc of pharmaceutical goods. [n order to process

the rcfund claims of this sector, a refund module on the patlem

of !-ASTER is devised. Zero-rating to crude oil, which was

withdrawn thxough Finance Act. 202t has also becn resoned.

ii. Strelmlitring of 6to Schedul"

For the purpose of tax rationalization and broadening of tax

base, while retaining exemptions on essential food items, basic

healthcare and education, a number ofexemptions from-l'able-
I ofthe Sixth Schedule to the Sales'fax Act, 1990 have beer
withdrawn. The goods on which GST at standard ratc has been

imposed can be broadly categorized as imported/branded food

itcms or pla[t and machinery and industrial inputs. Imponed
live aaimals/poultry, imponed meaVuncooked poultry,

imported eggs, imported seeds and various tyPes ofagriculture
equipment, plant and machincry of geen field industries are

some of the items which arc now brought in to the standard

regime. Tkough ncw insertion in Table-2 of the Sixth
Schedule, local supply of food itcms like cereals. meat' poultry,

vegetable. fruits, cggs etc. has been exempted from the lcvy of
sales tax. Similarly, supplies of locally manufactured laptops

and newspapcrs are also exempted. Exemption on local supply

of sugar cane has also bcen ptovided. On the olher hand' some

of the existing exemptions available in Table-2 have becn

withdrawn on raw cotton, whey and sausages (sold other than

retail packaging), match boxes arnong othels Funhermore,

before Finance (Supplemcntary) Act, 2022, bread, sheer-mal,

vermicillies. bun. and rusk sold at all bakeries and sweet shops

were exempt by virtue ofS. No. 7 ofthe Table irr'.d Ilowever,
thc said provision has now treen amended' whereby tax at

standard rate has becomc chaagcable on these items when they



are sold in bakeries, restaurants, food chains and on sweet

shops lalling under the cateSory of tier- I Retailers.

Exemptions to Various plants, machinery and equipment, often

involving huge cxpcndilure, are available under Table-3 of the

Sixth Schedulc. Some of these exemptions have been

withdrawn.

iii. stresmli ng of 8'h Schcdole

Eighth Schedule to the Sales 'fax Act, 1990, provides rates

lower than standard ratc of GsT and before Finance

(Supplementary) Act, 2022 a wide attay of rates lartging from

iX- io rc.gX wcre available under the said Schedule This

caused distortion in the t&\ system. The differential rates were

difficult to administer and open to misuse. Eighlh Schedule has

flow been streamlined and a number of reduced rates and

concessionary regimes have been withdrawn bdnging these

goods under standard regime.

iv. Rrtionalizing 9'h Schedule

The rates of Sales Ta,a on cellular/ mobile dcvices are specified

under thc provisions of Table-2 ol Ninth Schedule to the Sales

Tax Act, 1990 The rates of high-end mobile devices

(exceeding 200 US$) imponed in CBU condition were

chargeable to fixed sales tax mnging iiom Rs l'740 to Rs'

9,270 per device. Thete was little justification for tcduced rate

on import of exPensive/high-end bmnded mobile devices'

Therefore, tax @ l7% and valorem has been introduced for

imponed mobile dcvices valuing more than US$ 200'

Other Itrlport!trt Amendments

a. For thc purposes of documenlation. compelitivcness and

fair tax regime lor all thc carlier threshold lor cottage

industry of rupees ten millio[ has been reduced to eight

million annual tumovcr from all supplies.

b. Exemption has becrl retained for imported fruits and

vegetables fiom Afghanistan.

t1



Pe6on whose deductible tax undcr section 236G1236H
of the Income Tax Ordinance 2001 has exceeded a
threshold as may bc specified by the Board has also been
included in a definitioo ofa Tier-1 retailer.

d. Board has been empowered to include/exclude any item
from the Third Schedule.

A new Directorate General for Digital Invoicing and
Analysis has been provided in the Act.

Through amendment in section 33, sealing of the
business premises has been provided in case of violation
of section 9A, of section 3 and section 40c or in case of
non-integration with the computerized system of the
Board.

c.

t

g. Sugar has been cxcluded liom the purview of Third
Schedulc with effect from I 

s' December. 2021.

J

h. In order to facilitate general consumers, the condition of
CNIC has been withdrawn in case of payment made
through debit/ credit card or digital modc.

Under S. No. 61, 62 and 63 of TableJ of the Eighth
Schedule, reduced rate of sales tax on silver, gold and
precious metals jewelry has been withdrawn being
luxury items which will not affect the cornmon man.

Under S. No. 66 Tablel ofthe Eighth Schedule, the rate
oisales tax has been enhanced from l0o to l2yo,

k. Reduced rate of sales tax has been .etained iD respect of
locally manufactured hybrid electric vehicles.

Personal computers and laptops have been made
chargeable to tax @ 57" ifimporred in CBU condition.

l.

t8

m. Rate ofsales tax on imported EV in CBU condition has
been enhanced ftom 5"/o to l2.5yo.



Likewise. services liable to lax under ICT (Tax on Services)
Ordinance. 2001, are spccified in the Schedule to the

Ordinance ibid, along with the applicable mtes. l'lowevcr,
there were a number of notifications in the field wherein,

subjcct to certain condition, reduced rates were provided in
respcct of some services. ln order to strcamline and

consolidate thc taxable services and their chargeable rates

under lCT (Tax on Scrvices) Ordnance, 2001, the existing
Schedule was substituted as fable-l and a second table was

inscrted incorporatiflg the rates earlier notified through SROS

at different timiogs.

lll. Amendments in fedcral Encisc Act,2005

Through S. No. 55, 55B. 55C and 55D of TableJ of the first
Schedule to the Federal Excise Act, 2005, the rates of FED on importcd,

locally manufactued motorcars/ SUVS, imported and locally
manufactured doublc cabin are provided rcspectively. In order to
rationalize the existing rates of FED on Vehicles, the following incrcase in
the vaious slabs h6s been made:

The aforementioned changcs in law and ta,x/ FED rates arc applicable with
effecl from January 16, 2022.

ofFED
t lt)

lmponed moror .6. SUvs lnd o$s motor vehicles:

.) ofcyli(ler capacny up lo 1000e

b) ofcylind.rspacny trco l00ld to l?99cc

.) ofcylindtr caDacny l800cclo 3000..

d) of crlindet caplciry exedine 3001cc

55D Le.lly ftoufactu cd or aiscmbled mtor ca6. SUvs

.) ofcylinder capaciU up lo l300cc

b) ot cylind.r caplcil! lrcm l30l s lo ?0o0cc

c) of cllindtr c,tscir! 200lcc&dabolc

(i)upto
l000cc-0'Z
(ii)l00lc. to
2000..-25%

lmpodcd doublc cabin (4x4) rick_up lchiclcs

t@lly mouflcrued douhlc .$in l4r4l Ock.up t.hiclcs
.rct,l Uc Eh'.16 b@Ied m u befm the i0' ,oe. 2020

subjer b th. Gridio q cordnio6 sp.cificd by lhe Boald
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5.2.3 ProvincialGovcrnments

(,overnmcnt of the Puniab

Government of Punjab has taken following steps fo. sheamlining
the Tax Collection for eflective implementation ofNFC Award during the

period ofreport:

i. Govemment ofthe Punjab withdrew the tax reliefgiven to old
vehicles while introduciog discounted rate of motor vehicles
ta\ for electric vehicles.

ll Surcharge and penalty for property tax and motor vehicles tax
have been rationalized.

The matter of entertainment duty has been assigned 1o Punjab
Revenue Aurhority (PRA) through an amendment in the
Punjab Sale Tax on Seryices Act 2012.

l\, 'fhe rates of Sales Tax on Services for ten services sectors
have been reduced. Further, penalty has been levied fo.
pe.sons who charge tar at a rate higher than the rate provided
under the Act of2012.

A reduced rute of 5%o Sales Tax on restau!"ants has been
introduced in case of payments through mobile wallets arld

QR scanning.

In order to ensure ease of doing business, all goods already
cxempted from payment of duties and taxes for impofi by the
Fedcral Govemment, have been exempted ftom Punjab
Infrastructure Development Cess.

(;overnmcnt of Sindh

Following measures have been taken by various Revenue
Collecting Agencies (RCAS) of Covemment of Sindh in order to
streamline the tar collection and maintain fiscal discipline, as.equired
under Anicle-9(2) and 9(3) ofthe Presideft's order 2010:

t0
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VI

The system of Sindh Revcnue Board (SRB) has been linkcd
with security & Ilxchangc Commission ofPakistan (SECP) &
Pakistan Reverlue Automation Limited (PRAL) for data
gathering, coordination and assistance. Funher, effons are

being undertaken for int.oducing one window rcgistration for
Strdh-bascd companics incorporated by the SECP.

Sindh Revenue Board is providing full support and

cooperation to NTC in its endeavor to harmonize sales tax
laws for the purpose ofclarity, non-ambiguity, facilitation and

Ease ofDoing Business (EODB).

The Audit Wing of SRB has been strengthened by recruiting
professional Auditors on its payroll for cooducting
comprchensive and result oriented tax audits to combat tax

evasiol and augment revenues.

Excise, Taxation & Narcotics Department has completed

Geographic Information System (GIS) based survey for real

time assessment of properties and collection of Property and

Professional Taxes. Challans will be issued under new

system.

A survey for Karachi has been planned under Compctitive
and Livable City of Karachi (CLICK) Project. The spadc

work has started and it will be completed in next three years.

Excise, Ta,ration & Narcotics Department is in process to

outsource the delivery function to Pakistan Post. The process

ofhiring services is under way.

lnformation Technology (l.T) Directoratc and I.T Policy have

been developed by the Excise, Taxation & Narcotics
Department. Further, work on establishment ol facilitation
center at Director General's Complex, at I.l. Chundrigar,

Road KaEchi is on-going.

The project of Land Administration & Revenue Management

lnformation System (LARMIS) was initiated by the Board of
Revcnue Sindh 1() digitaliT-e land record, maps arld registries

aloq with overall scanning aod archiving. CIS mapping has

also been complcted except a few missing maps.

tl
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l\. Board of Revcnue Sindh has developed the systcm of E-
Stamping in collaboration with Punjab Information
Technology lloard (PITB) which is operational since May,
2022. The collection of Stamp Duty is expccted to enhance
efficient scrvice dclivery at Banks' lcvel.

Government of Khvber Pakhtunkhwa

Govemment of Khyber Pakhtunkhwa has taken cenain initiatives/
measues to strcamline tax collection during January to June, 2022 (FY
2021-22) (Annex-Il)-

(;r)r'crnnrrnt of Itxlochi\l:rn

The measures talen by Govemrncnt of Balochistan to strcamlinc
the ta,\ collcction and few constructivc initiativcs undenaken during the
period ofthis biannual report are summarized below:

Balochistan Infrastmcture Development Cess Act,2019 was
enacled with a purpose to levy infrastruc re Cess on goods
entering aod leaving the province from or for outside the
country through rail, road, air and sea for development and
maintenance of infrastructue of the province. Hou,ever,
several cess payers (tax payers), aggrieved by certairr
provisions of the Act, ibid filed petitions against thc ibid Act
of20l9 in the Hon'ble Balochistan High Court. Accordingly,
the Govemment of Balochistan took a holistic review of the
Act with the purpose to bring the new law in a more refined
shape. Consequently, a new bill under the title of
"Balochistan Development aod Management of Infrastructure
Cess Act, 2021" is Iegislated and notified for the purposes as
stated therein.

ll. ln order to increase the ratio of provincial own revenues, the
Govcrnment of Balochistan has also undefiaken certain
initiatives u,hich include but not limited to introduction of
automation of certail potential provincial taxes streamlining
their legal franeworks, tax enlbrccment and administrative
restructuring etc.

i.



5.3. Fiscal Disciplire

5.3.1. Article 9(3) of said order provides thar Federal and Provincial
Govemments would develop and enforce mcchadsm for maintaining
fiscal disciplinc at the federal and provincial levcls through legislative and
administrative mcasues. In this regard, efforts ofthe Federal Govemment
as well as Provincial Govemments arc reproduced as follows:

5.3.2. F€deral Covernment

At Federal level, Public l.inance Maragement Act, 2019 has
been promulgated with a view to streogthen management of
public finances to improve definition and implementation of
fiscal policy for better macroeconomic management and
clarify institutional responsibilities related to financial
management, and strengthen budgetary management.
Regarding fiscal discipline at federal and provincial levels,
both the govemments may work in close coordination to
optimize revenue collection and rationalize their expenditure
Io attain the desired levels of fiscal performance. The
provincial govemments may work out strategy to accordingly
reduce their budgetary outlay for having reasonable level of
surplus by the end of financial year.

II. Dudng 2"d half of FY 2021-22. the overall/ consolidated fiscal
deficit has been standing at 5.77o ofGDP due to Covid-Ig as
against 4.170 of GDP for the same period of last Finarcial
Yew 2020-21. The fiscal deficit increased due to two major
factors, Iess non-revenue collections and higher subsidies to
the energy sector. ln addition, a few of the contributing
factors that lead to a risc in fiscal deficit are beyond the
control ofthc Federal Govemment. These factors include the
sharp rise in interest rates, excha[ge rate depreciation and
lcgal constraints on revenue. Also, there is need to create a

balance between economic growth and fiscal deficit and all
effons are being put in place during the CFY to deal with this
crisis. For restricting the fiscal deficit at 4.9% of GDP during
CFy 2022-23, following steps are being taken by the Federal
Govemment:

ll



l. By bcttcr budgcl management, ellcient cash

managemcnt including TSA empowcring Principal
Accounting Officcrs with CF&AOS and Chief tntemal
Auditors. effective managemcnt of development proiects

and assets, transfercnce rcporting elc. the FcdeBl
Govcmment has improved its financial management.

No supplcmcntary GrantV additional resoutces have

becn allowcd except some targeled subsidies related
payments during Current Financial \ear 2021-22.
Supplementary Grants allowcd in such cases with prior
approval ofthe Fedcral Cabinct.

No Expenditure, in any head of account, shall be

incurred over & above the limit imposed by the Finance

Division;

iv. Complete ban on purchase of all types of vehicles for
cuftent and development expenditure excluding
motorcycles, student buses, ambulances and fire fighting
vehicles;

Ban on creatio[ of ncw posls except those required lbr
development projects and approved by the competcnt
authority;

ll

Entitlemeot ofperiodicals, magazines, newspapers etc of
entitled officcrs is restricted to only onc:

vll Ilan on treatment abroad at govemmeflt cxpenses:

viii- Ban on official lunches/ dinners/ hi-tea except for foreign
dclegations:

All Principal Accounting Officers have been asked to
ensure mtionalization of utility consumption, purchase of
assets, repair and maintenance and all other operational
expenditures shall be kept at bare minimum level while
remaining within the budgctary allocation fbr the

financial year;

ll



All outstation meetings are restricted through intemet
link (Zoom etc) only, unless physical presence is
strongly justified and approved by thc competent
authority.

5 3 3. Provincial Governments

(;overnmcnt of thc Puniab

I. Performance ofOwB Source Revenue (oSR):

The Govemment of Punjab performed exceptionally well in
achieving its targets lhrough improved ta-x administmtion and

compliancc. Provincial lax receipts stood at Rs. 286.478

billion against a budgetary target of Rs. 272.566 at end June,

2022, showing an increase of 22 percent compared to the

same period last year. Similarly, Rs. 143.214 billion was

collected against a budgetary target ofRs. 132 042 billion as

non-tax reccipts during Financial Yeat 2021'22 showing an

increase of 20 percent compared to FY 2020-21. The

Govemment of Punjab surpassed its targets of OSR through

better tax compliance, rationalization of levied taxes and

broadening oftax base without imposing any major taxes.

U. The Punjrb Public Finsoce M.nsgement Act 2022:

The Provincial Assembly of Punjab passed the Punjab Public

Financial Management Lct,2022 which aims at regulating
financial affairs in thc public sector and matters relating to the

Provincial Consolidated F'und and Public Account of the

Punjab, in a comprehelrsive and sustainable manner

contributing to long tcrm social-economic stability and

growlh of the Province. The government shall cause the

following measures to be taken undcr the Act:

i. Adequate comprehensiveness ofthe Budget

ii. Inroducing of appropriate checks and balances in the

Public Financial Management System

iii. Emphasis of medium-term planning and budgeting

horizo[s, frarneworks, strategies, and evaluations

Regular rcporting of linancial statistics
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lmplementation of robust Fiscal Risk Management
Framcwork

vi. Regular and reasonable spending on Public Investments

III. Policy f'ramqrork for improved Management of Fiscal
Risks:

Identification of major liscal risks is vital to formulation of
polices to manage them. The Governrnent of Punjab
published Fiscal Risk Statcment 2021-22 which highlighted
key fiscal risks with the potential to adversely affect
provinces' financial health. Some of these are; heavy reliance
on fDP transl'ers, wide gap between budgeted and actual
collection of OSR, bugeoning commodity financing debt,
exponential groMh in pcnsion expcnditure and natural
disaster etc. It was in this backdrop that the Prcvincial Govt.
has taken steps to increasc its ORS by formulation of Revenue
Mobilization Strategy which is under discussion with various
stakcholders and introducing Pension reforms.

IV. AusteriiJ" Measures

An Austerity Commitlce was constituted under the
chairmanship of Minister Finance, Punjab. The Provincial
Covemment conlinued to follow strict austerity measures to
reduce expenditure on purchase of expensive goods like air-
conditioners, generator ard vehicles etc and thcir purchase
was subject to clearance ofthe Austerity Committee.

V. Ease of Paying Taxes

As part of resolve of the Go!'t. to ensure ease of doing
business and facilitation of tai paycrs, more Departments/
taxes were enrolled in E-Pay, which is the first ever
Government Payment aggregalor in Pakistan for Public to
Govcrnment (P2G) a.nd Business to Govemment (B2C)
payments- The platfom has increased the digital transactions
of O$n Sources Revenue significantly and collected Rs. 93
billion fiom 18 million plus tr.lnsactions upto June, 2022. A
total of I I dcpanments and 25 taxes have been digitized with
seamless and convenient onlinc paymenl methods.
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VI. Reduction in Supplement4ry Grrnt:

On the whole. Supplementary Crants werc discouraged and to
ensure fiscal discipline and prudent financial management, all
Administrativc Departments wcrc required to remain within
budgctary allocalions. However, in case ofextreme neccssity,
cssential demands of additional resourccs werc rationalized
and werc placed before the Provincial Cabinet for informed
decision making.

(;overnnrent of Sindh

[- Cash Monitoring:

The cash balance position of the Provincial Govemment with
State Bank of Pakistan (SBP) is monitored on daily basis. and
handled effectively thrcugh emcient financial management
system.

Il. [--l]a\ Initialirc:

In ordcr to bring reforms in conventional tar collection
system, Govemment of Sindh intends to cstablish Single
Collection Portal/ aggrcgator for collection of all provincial
tax and non-tax revenues, which is unde. process.

Covernmcnt of r Pakhtunkh$a

While considering the Budget Estimates 202t-22, the
Provincial Cabinet has approved cenain guiding priociples to
curtail $e recurring expenditure effective from l't July 2021
(Annex-III):

I

II. To maintain financial discipline and in time availability of
funds. the Govemment of Khyber Pakhtunkhwa upon
approval of competent authority has devised a rclease policy
for both curre and developmeal cxpenditure for the FY
2021-22 (Annex-IV).

Government of Balochistan

I. 'lhc cxisting govcmmcol-al rcccipts collcclion system is
manual. time consuming- incl'ficie and nonlransparcnt.
Therctbre. 10 ovcrcome the siatcd limitations. Financc

27



Depanment, with the approval of Govemment of Balochistan,

has introduced e-Payment system under the title of "Altemate
Dclivery Channels System (ADCS)" which has been

developed in collaboration with State Bank of (SBP) afld t-
LINK (Pvt) Limited. This ADCS e-payment will ensure

digital / electronic collection of all types of govemmental

receipts and will further bring huge efficiency gains by

ensuring same day settlement, generating paperless e-scrolls

for the designalcd central District Accounb Omce and

Computerized Payment Receipts (e-CPRs) for taxpayers.

After successful implementation of ADCS e-Payment lbr
GOB, the ta,x payers/ tbe payers are now paying GoB's taxes,

duties, fees and other lcvies through intemet banking, mobile
banking, 15,000 plus ATMS and Over-the{ounters (OTC)

facility of around 16,000 branches of commercial banks

across the couotry.

tl. Earlier, Govemment of Balochistan enacted Balochistan

Public Finance Management Act. 2020 thrcugh Balochistan

Finance Act, 2020. To achicve objectives of furthcr
strengthening management of public finances, effective
implementation of fiscal policy for better macroecolomic
managcmert, clarification of institutional responsibilities
related to financial management, and to st engthen budgetary

management, the Govemment of Balochistan introduced

certain amendments in the enacted Balochistan Public
FirEnce Management Act,2020 through Balochistan Public
Finance Management (Amendment Act,202l ).
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general

PRESIDFNT'S ORDER NO.5 OF 20IO

AN

ORDER

to provide for distibution of revenues and certain grants

WHf,REAs in pursuance of Clause (l) of Article 160 of the

Constitution of the Islamic Republic of Pakistan hereinafter referred to as

the CoNtitution, the President, by the Finance Division's Notification No.
S.R.O. 7390y2005 dated 2l't July 2005, as modified by the said

Division's Notification No. S.R.O. 693(l)/2009, dated 24'h July 2009,
appointed a National Financc Commission to make recommendations,
among other matters, as to the distribution bctween the Federation and the

Provinces ofthe net proceeds ofcertain taxes;

[2438 (2010) Ex.Gaz)
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AND WHEREAS the said Commission has also submitted its

recommendations with regard to the said distribution;

Now, THEREToRE, in pursuance of clause (4) and (7) of Anicle
160 of the Constitution, the Presideot is pleased to make the following
Order:-

1 Short title rnd commencemeut.- (I) This Order may be called the

Distribution ofReverues and Grans-in-Aid Order, 2010.

(2) lt shall come into force on the first day ofJuly, 2010

2. Delinitioos.- In this Order, unless there is an,'thing repugnant in
the subject oi contcxt,-

(a) "nct proce€ds" means, in relation to any tax, duty or
levy, the procceds thereof reduced by the cost of
collection, as ascertained and certificd by the Auditor-
General of Pakistan; and

(b) 'taxes on itrcomcn includes corporation ta.\ but does

not include taxes on income consisting of
remuneration paid out of the Federal Consolidated
Fund.

3- Distribution of Rcvcnues.- (l) Thc divisible pool taxes in each
year shall consist of the following ta,xes Ievicd and collected by the
Federal Govemment in tha( year, namcly:-

a. taxes on incomei

b. wealth tax;

c. capital value tax;

d. taxes on the sales and purchases ofgoods importe4 exponed,
produced, malufactued or consumed;

e. export duties on cotton;

i customsiuties;

g. federal excise duties excluding the excise duty on gas charged
at well-head; and

h. any other tax which may be levied by the Federal
Govemment.

l0



(2) One percent of the net proceeds of divisible pool taxes shall
be assigned to Govemment of Khyber Pakhtunkhwa to meet the expenses
on war on tellor.

(3) After deducting the amount as prescribed in clause(2), of the
balance amount of the net proceeds of divisible pool taxes, fifty-six
percent shall be assigned to provinces during the financial year 2010-11
and fifty-seven and half percelt from the financial year 201 l-12 onwards.
The share of the Federal Govemm€nt in the net pro€eeds ofdivisible pool
shall be forty-four percent during the fimrcial year 2010-l I and forty{wo
and half percent from the financial year 20 I I - I 2 onwards.

4. Allocation of shares to the Provinciel Governmerts.- (l) The
Province-wise ratios given in clause(2) are based on multiple indicators.
The indicatots and their respective weights are agreed upon are:

a) Population:

b) Poverty,/backwardness:

c) Revenuecollection/generation

d) Inverse population density:

The Punjab

Sindh
Khyber Pakhtunliwa
Balochistan

82.0%

10.3%

5.0%

2.1yo

(2) The sum assigned to the Provincial Govemments under
Afticle 3 shall be distributed amongst the provinces on the basis of
the percentage specified against each:-

Total 100.00%

'1131 Th" Federal Govemment shall guarantce that Balochistan
province shall receive the projected sum of eighty-th.ee billon
rupees from the p.ovincial share in the net proceeds of divisible
pool taxes in the first year of the Award and any shortfall in this

' Substituted vide "Oiitribution of R.venoes & Gr.nt5ln-Aid (Am€ndment) Orde., 2015
(Pre!rden(t ord€. No.6 or 2015)

3t

5t.74%
24.55%
t4.62%
9.090/.



)

anount shall be madc up by the Fedcral Govemment from its own

resources, This arrangement for Balochistan shall remain protected

throughout the Award period based on annual budgetary

projections.l

Pevment of nel Droceeds of royalty on crude oil'- Each of the

provinces shall be paid in each financial year as a sharc in the net

proceeds of the total royalties on crude oil an amount which bears

io the total net proceeds the same proportion as the production of
crude oil in the Province irl that year bears to the total production

ofcrude oil.

6 Payme[t of net procceds of development surcharge on nttural
gas to the P.ovinces.- (l) Each of Provinces shall be paid in each

hnancial year as a share in the net proceeds to be worked out based

on average ratc per MMBTU of the respective province The

average rate per MMBTU shall be derived by notionally clubbing

both thc royalty on nalural gas and devclopment sulcharge on Gas'

Royalty on natural gas shall be disributed in accordance with

clause (l) of Article 161 of the Constitution whereas the

devclopment su.charge on natural gas would be distributed by

making adjustments based on this average rate.

(2) The development surcharge on natural gas lor Balochistan

wirh effect from l" July. 2002' shall be re-worked oul

hypothetically on the basis ofthe formula given in clause (l) and

rhe amount, subject to maximum often billion rupees, shall be paid

in five years in five cqual installments by the Federal Govemment

as grants to be charged on the Federal Consolidated Fund.

Grants-itr-Aid to thc Provinces.-There shall be charged upon

the Fcderal Consolidated Fund each year, as gra s-in-aid of the

revcnr.res of the province of Sindh an amount equivalent to 0 669'0

of the provincial share in the net proceeds of divisible pool as a

compensation for the losses on account of abolition of octroi and

zilla tax.

7

8 Srles tar on services._-NFc recognir,es that sales tax o[l services

is a Provincial subject under the Constitution of the lslamic

Republic of Pakistan, and may be collected by respective

Provinces, if they so desired.
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9 Miscellaneous.--( I ) NF'C also recommended increase in thc rate

of excise duty on natural gas to Rs.l0.0 per MMBTU. Federal

Government may initiate necessary Iegislation accordingly.

(2) The NFC rccommendcd that the Federal Government and

Provincial Govemments should $reamline their tax collection
systems to reduce leakages and increase their revenues through
efforts to improve taxation in order to achieve a l57o tax to GDP

ratio by the terminal year i.c.2014-15. Provinces would initiate
steps to effcctively tax the agriculture and real estate seciors.

Federal Govemment and Provincial Govemment may take

nccessary administrative and legislative steps accordingly.

(3) Federal Govemment and Provincial Govemments would
develop and enforce mcchanism for maintaining fiscal discipline at

the Federal and Provincial levels through l€gislative and

administative measures.

(4) The Federal Govemment may assist the Provinces through
specific grants in times ofunforeseen calamities.

(5) The meetings of the NFC may be convened regularly on a
quarterly basis to monitor implementation of the award in letter

and spirit.

Repeal-- The Distribution of Revenues and Grants-in-Aid Order,

1997 (P.O. No. I of 1997), and the Distribution of Revenues and

Glants-in-Aid, Order, 2010 (P.O. 4 of20l0) are hereby repealed.

ASIF -A.LI ZARDARI,
Prcsident.

SYED SULTAN AHMED,
Senior Joinl Secretary.
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I- Govenulent of Khyber Pakhtunlhwa has taken following
initiatives/ measures to streamlire tax collection during January to June,
2022 (FY 202r-22).

Anncx-lI

Mcasures taken bv Govt. of KP to streamline trr collection svstem

The Covt. of KP promoting ovcrall healthy tax culturc which
ultimately broadcn the tax base & rcsulted to increasc revenue
collectior/ generation.

Incredibly improved pcrformance, removed anomalies in
streamlining objec, head ta,x and non-tax head, including
bifurcating complex head of accounts of CGA. New e.a of
taxes was developed.

Through digitalization process, all concemed departments
system capability was glanced over by technical team to see
its integration with I link in order to adopt Altemate Delivery
Channel for collcction ofrevenue/ taxes through that system.

The refoms policy of th€ govemment to make organization
functional as a major tax collecting agency was implemented
in true spirit to streamline tax collection process etc.

Massive growth in tax collection of sectors like telecom,
banking, construction, transport, withholding ta-,!
development cess, real estate sector, oidinary collectioo/
urban immovablc property, stamp duty/ mutation etc. ate the
basic sectors which arc operated for the purpose of tax
collection are improving gradually.

II. The provincial government is focusing to re-access ta-\es to
improve groq{h. Seveml meetings were arzrnged for the purpose with
concemcd cntities. Teams were deputed by department concemed in field
in urbar, rural areas for achieving target of receipls with special
directions.

i.

11,

iii.

IIl. To enhance revenue. proposals/ initiatives are under process for
upcoming resou.ce mobilization proposals.

iv
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IV. The Oovernrnent of Khyber Pakhtunkhwa increased the target for

Revenue Generating Departments for Financial Year 2021-22 to move

iowards the self-reliLce ofthe Province. Howcvel, Govemment exempted

several ta,res (Capital Value Tax, Professional Tax, Land Ta-r, Local

Council Tax 2olo on transfer of immovable propeny and Registration Fee

of 0.57o on Registration Deeds for public benefit) Motor Vchicle

Registration Fee also reduccd to minimum Rs l for all vehicles upto

250-0CC. In addition, Admission Fces for both Govemment Primary &
Secondary Schools for Girls & Boys, coupled with free admissions to

Professional Govemment Art Colleges' Hostel Fee and Library

Memberchip Fce stand waived off.

V- The Government of I(hyber Pakhtunkhwa reduced rate of Sales

Ta,x on Services to 170 for 10 categories/ secto6 including Print Media'

Industrial Workshops, Cinemato$aphic Services, Prope(y Dcalels, etc'

Futher, mtes of Sales Tar on Scrvices also reduced for 17 categories/

sectors mainly Construction, Maniage Halls, Hotels & Restaurants etc'

Total collection on account of Sales Tax on Services made by Khyber

Pakhhrnkhwa Revenue Authority (KPRA) during the period of report is

Rs. 17,509.2 (M) which is 75o% more than the realization of Rs 9,980 3

(M) of l" half of financial yeat 2021-22. During the whole financial year

ZOil-ZZ, KPne realized Rs. 27.439 4 (M) against the assigned target of
Rs. 26,500.0 (M) which constitutes 3oZ over &above the assigned target

despite ofreduction in various taxes on certain categories/ sectors

Vl. The Budget target was fixed as Rs.75,000 (M) that revised to

Rs.77,000 (M) for the Provincial revenue generating Tax & Non-Ta-x

a"part-"nt.. An amount of Rs 24,537.981 (M) is realized during I'r half

ofthe financial yeat 2O2l-22 while during the period of report a sum of
Rs. 39.230.545 (M) realized.
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Annex-III

Economv/Austeritv Mersures

While considering the Budget Estimates 2021-22, the Provincial
Cabinet of Khyber Pakhtunkhwa has approved the following guiding
principles to cunail the recurring expenditure effective from l't July 2021.

i. Salary budgeting has becn done at actually filled positions,
therefore, hti[g against vacant positions shall be subject to
budgctary ceiling fixed in the Integrated Budget Call Circular
2021-22.

ll

111

Creatiort of new posts shall be processed by Finance
Depanment and shall be agaiNt the budgetary provisions upto
the limit as mentioned in the lump sum amount at disposal of
Administrative Departments.

Hiring against vacant positions shall also be subject to
budgetary ceilings at disposal of Admioistrative Depaltment.

Requcsts for new postv SNES io respect of completed
development proiects shall be processed on submission ofPC-
IV and fulfillrnent of criteria circulated by Finance
Departmcnt.

Purchase of vehicles shall be completely banned from both
cunent and development side. However, a comminee headed
by Secretary Finance, Secretary Administration, Secretary
P&D and Secretary of the corcemed Department as members
shall ascertain the need and accord approval to puchase of
vehicles other than Ambulances, Earth moving machinery,
Fire Trucks, Tractors, Single Cab Pickup 4x4 and 4x2,
Trucks, Buses, Passenger vans, Prisoners vans, Motorcycles,
Water Bowser Trucks, Recovery/ Rescue vehicles, Rescue/
Life Saving boats.

There shall be a complete ban on:

(i) Participation in workshops/ seminars and training abroad
involving provincial funds.

(ii) Holding Seminars and Workshops in Five Star Hotels
involving Provincial fu nds.

(iii) Treatment abroad on Provincial Govemment's exp€nse.
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viii. To bring cfficiency in revenue collections, "Provincial
Revenues Review Committee" shall meer regularly under the

chairmanship of Finance Minister to review the performance

ofall revenue collecting entities ofthe Provincial Govemment
and to propose structural changes, performance indicators,
legal reforms and other realignments in the procedures.

l\ All Adminisrative Secretaries shall conduct review meeting
on progress on the targets agaiNt key performance indicators
(KPIS) of their respective Departments quarterly under
intimation to Finance Department.

Corlingent paid staff shall be eugaged during the course of
the financial year 2021-22 only afier approval of the Finance
Depafiment.

No appointment shall be made against leave vacancies
without prior approval ofFinance Department.

No appointment will be made against vacant posts (except

appointment by promotior) without obtaining NOC f.om the
concemed Surplus Pool.

xiii. Principal Accounting Officers will make sule thal no
appointment is made agaiost a vaca[t post of dying cadre and

will also initiate disciplinary acrion, if any such appointrneots
have been made previously.

xiv. Expenditure shall be restricted to the funds released and the

Administrative Depadmelts shall not incur expenditure in
anticipation of additional or supplcmentary grants.

xv. No developmental scheme involving creation of posts and
purchase of vehicles, machinery & equipment and fumiture

xl.

xii

:8

vii. All Administrative Secretaries and Heads of
Autonomouvsemi-Autonomous Bodies, being Principal
Accou[ti[g Officers, shall conduct meetings of Departrnental
Accounts Committee regularly under intimation to Finance
Department to ensue intemal audit of their respective
Departments /Organizations.



(Revenue Component), will be considered without prior
clelraIlce of Finance Department.

xvi. No department shall retain receipts in Bank Accounts. The
Departments must remit all Receipts to Proviocial Account
forthwith except where Departments/ facilities have been
specifically permitted under some Statute/ Act. All MTIS shall
share the balances in Reserve Fund with Finance Departrnent
on quanerly basis along with the procurement plan. Release

ofsubsequent quarters'budget shall be subject to submission
of rescrve funds balances and also submission of third-party
financial audit report to Finance Depa.rhnent.

xvii. No funds will be utilized oo account of annual and special
repair of such Roads & Buildings (AOM&R) which have
been repaired / rehabilitated during last tkee years except
flood and earthquake affected Govemment infrastructure. To
ensure the scope and standard of such works, Diector
General, Monitorirg & Evaluation (M&E), shall inspect the
sites periodically and provide a quarterly repofl 10 P&D &
Finalce Department. The concemed SDO shall submit a

certificate to the effect that no funds have been utilized for
repair & maintenance of the concemed road & building in the
last three years.

xviii.The advertisement charges allocated under Current Revenue
Expenditure shall be utilized on current side only. As regards
expenditure on developmental side, necessary provision will
be made in the PCJ(s)/ Costs Estimate(s) of the concemed
scheme(s) whereas the devolved Departments' expenditue on
this account shall be met out of Account-Iv of the District
concemed.

xix. All posts which are Iying vaca for the last three (03) years
shall preferably be abolished by Finaace Department udless
justified by the Administrative Department.

xx. Finance Departmenl shall undertake next phase of the
exp€nditure review to realize further savings as palt of ar1

integnted sectoral review process.
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)c\i. P&D Departme[t shall initiate district and sectoral plans

spread over the [ext tlree (03) years as pan of the mid{erm
development frame work for the purpose of improved
planning and eliminate wasteful expenditure.

Lxii.Ail Autonomous/ Semi-Autonomous bodies. Medical
Teaching Institutions, other InstitutioN and Authorities under

Provincial Govemment shall adopt the measures within their
respective organizations with the approval of their competent
forums.

xxiii.Kceping in view the financial crunch on account of COVID-
19, Irinance Department shall cany out monthly Receipts and

Expenditure reviews and adjust the releasc under various

heads includiry development release accordingly.

4iv.Principal Accounting Officers shall rcview the Depanme[tal
overall budges and ensue judicious spending of various
entities. Any intra departmental adjustmentV re-

appropriations shall be prefelably done at level of Principal
Accounting Officers to bridge budgetary/ release gaps.

)o<v. The Chief Minisler may constitute a Cabinet Committee to

review the fiscal sifuation and recommend measutes to eirswe

availabilig offiscal space for key service delivery sectors and

flagship priorities of the Governmert.

xxvi.A Budget Management Committee to be chaired by Hon'able
Chiei Minister, Khyber Pakttunldw4 comprising of Minister
Finance, Additional Chief Secretary and Secretary Finance

shall review budget utilization and the financial position of
the province on a monthly basis.
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TYPE OF
SCHEMES

FUNDS RELEASE METHODOLOGY

O0going
approved

i) 100'/0 funds allocared to ongoing schemes of a scctor will
be released at the stan of the frnancial year. However, in
cas€ of fiscal const-aint! or any cash balance issues,

Finance Department r€serves the right to male adjustments
as and when req red.

ii) out of the released tunds. the Adminislrative Depanments
will ensur€ adequate releases to the on-going sch€mes due

for completion and to th€ schemes pertaining to snow
bound areas (either due for completion or nol) through inlm
s€ctoral re-appropiations.

2. New approved
schemes

100% tunds allocatedto new schemes of€ach seclor willbe
released on Droduction of administmtive approval.

Annex-lV

Releese Policy ofGovt. ofKhyber Pakhturkhwa FY 2021-22

Developmcnt Expenditure

District wise complete breakup ofthe umbrella schemes shall

be providcd by the Department within one week after release

of funds to enable Finance Department to punch it in SAP
system.

No release shall be made in the name of individuals with
respect to Umbrella schemes.

10070 release will be made for procuemenl ofmedicines and

any other essential heads under schemes of Health
Department on the rcquest ofthe Department.

lt

iv. Development funds to schemes having designakd accounts

will be released subject to productior of utilization repon and

bank statement of their accounts.

lntra-Sectoral re-appropriation approved by Administrative
Departmcnts to development schemes shall be punched in
SAP system by Administrative Departments themselves and

not by the Finance Department.

lt
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No re-appropriation shall be made against those schemes

wherefrom funds are re-appropriated to other schemes, during
curcnt financial year.

vii. No re-appropriation shall be made from the "High lmpact
Priority Projects".

II. CurrcntErpenditure

s# OBJECTS FI]NDS TO BE RELEASED
I Salarya (exc e p t Ho nor ar i a

which shall be released on
case to case basis)

t00vo

2 . Electricity
. Sui Gas Charges
. Advertisement Charges

(Current side only)
. Financial Assistance to the

families of Govemment
servants who die while in
service

LOjyo

l
Rest/Others

7 50/o

1.
Puchase of Physical Assets

7 5vo

)
Maintenance & Repair t*

'150/"

6. Wheat Subsidy Release on need basis.

7
Medical Teaching
Institutions (MTIs)

25o/o each quarter: However, 4ti
quarter release shall be subject to
availability of fi nancial resources.

8.
Funds at the disposal of
Finance Department

Release on case to case basis tkough
re-appropriation as per Guidelines
mntained in Finance Departnent's
circular letter No. BO. L/FD/S-

17n014 - 15 d^ted 1210612015

9 S.N.E (Fresh)
Authentication of Audit Copy by
the Finance Department

4).



NOTE:

tv

Medical Charges: The funds released under object
A01274-Medical Charges shall be utilized by the concemed
sa[ctioning authorities only upto the limit of medical re-
imbursement claims i.e., Rs.30,000/- wherc verification /
authentication by Director Ceneral, Health Services,
Khyber Pakhturkhwa is not required under the prevailing
rules/policy insffuctions.'fhe incurrence of expenditure
against the remaining claims shall be authorized by Finance
Department on case-to-case basis as usual subject to
fulfilment ofall codal formalities.

Repair & Maitrtenance: The funds allocated for civil
works including Public l{ealth Engineering & InigatiorL
maintenance and repair of Roads, Highways, Bridges and
Buildings, will be released on case to case basis with the
approval of competent forum and issuance of administrative
approval.

Release of Withheld Budg€t: The withheld budget
under Current Expenditure (Provincial) will be released in
2'o quaner of current llnancial year subject to availability
of financial resources. The individual demands for telease
of balance funds shall be examined at the level of
concerned Sections and decided by the competent autho.ity
based on justrfication(s) provided by th€ Administrative
Department concerned."

Grant in Aid:- Grant in Aid will be released subject to
the provision of bank statement by the concerned
autonomous entity after unconditional release in lsr quarter.

Development share of District Development Funds shall be
transfered to respective Local Govemments on quarterly
instalmenl basis, which have not been provided
development funds during financial year 2020-21. Such

III. Development & Currcnt Expenditure-Local CoyernmeIt

a. DevclopmentExpenditure

.11

ii.

r li.



Districts, TMAS and VCs/NCs which have been provided

development budget during last financial yeat (2020-21),

shall be facilitatcd with funds subject to utilization of 60%

development funds oflast financial year.

b. Current Expenditure

N. Grant to Local Councils

sR.# GRANT FTINDS TO BE TRANSFERRED

I TMA On monthly installment basis subject to

availabiliry of fi nancial resources.Cantonment
Board
Granr ro VCsNCs 1009/o sharc of the Grant on monthly installment

basis sub to availabil offinancial resources.

Development Authorities

Grant in Aid shall be released to the concemed development

authority orl quarterly basis

Urbu Immovabl€ PropertY Tax

UIPT shall be transferred to respective Development

Authorities/TNAs on quarterly basis. During l" quarter, the

amount transferred may be based on provisional estimates Any

adjustmelts may be made to these amounts in the following

quarter based upon actual collections.

VI.

FI]NDS TO BE TRANSFERRII)sR.# GRANT
On monthly installment basis subject to

balancc available i'rom

adjustment of
ious month

Salary

On quarterly installment basis subject to avar

financial resources

lability ofNon-salary2.
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3.
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