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SINDH FINANCE BILL 2017

This memorandum has drafted to portray the significant changes which have been proposed
to be incorporated in Sindh Finance Bill 2017. These changes are mainly relating to Sindh
Sales Tax on Services Act 2012,

We have prepared this commentary for benefit, information and guidance of our prestigious
clients both local and foreign clients doing services business in Sindh, Pakistan and it is
available at our website http://www.mhssco.com.

These changes proposed in Sindh Finance Bill 2017 will be generally be applicable from 1st
July, 2017 until and unless specified.

The notes specified in this document are based on Finance Bill 2017. This finance bill shall
be published as Finance Act 2017 as and when enacted.

The memorandum is aimed at providing general guidance with the objective of keeping our
clients and staff abreast of the changes in the aforementioned laws. MHSS accepts no duty of
care or liability for any loss occasioned to any person acting in this publication. The readers
are therefore advised to seek professional advice before exercising any judgment,
interpretation of any legal provision and acting there upon.
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DEFINITION OF TERM FRANCHISEECTION 2(46)

Previously, “in definition of franchise” the “consideration” in monetary terms was very vital to establish
relationship between a franchiser and a franchisee for tax purposes. However, this requirement was not
in agreement with the provisions of Rule 36 of Sindh Sales Tax on Services Rules, 2011, whereby the
provision of this rule also include such arrangement whereby no consideration is involved and specify
procedure to calculate Sindh sales tax @ 10 % of Turnover.

Now, the Bill proposes to amend the definition of term ‘franchise’ to include the franchise arrangements
where there is no money consideration specified between parties and the assessment of SST can be made
under the deeming provisions of Rule 36. This is to bring harmony of the definition with the provisions of
Rule 36.

PLACE OF BUSINESSECTION 2(64)

Previously, the definition of “Place of business” includes only those persons who have a physical place of
business in Sindh either themselves or through intermediary. Now, the bill seeks to amend the definition
by including such person also who carries on business in province of Sindh through virtual premises. The
proposed bill seeks to enhance the definition of place of business in order to include persons carrying on
economic activity in Sindh through virtual presence, website, web portal or any other form of E-
commerce.

This requirement is in line with the concept of broadening the tax base in the province of Sindh.

DEFI NI TI ON OF TE RMectidh REVB)RA MME’

Previously, the definition does not include dissemination of re-recorded audio or video/ visual matter. Now
bill seeks to enhance the scope of definition by including the following activities under the heading
‘programme’:

1 Re-recorded audio or visual matter;

9 Audio or visual matter subjected to any post production processes like dubbing, coloring, sub-
titling or captioning.

PERSON LIABLE TO PAY TAXSection 9

Previously, under section 9, there was no time bound on both person providing taxable services as well
as person rendering taxable services. Now the bill proposes to introduce a new proviso in section 9
whereby if service recipient does not pay tax to service provider within 180 days from the date of invoice
then both the service recipient and service provider shall be jointly and severally liable any tax can be
recovered from any of them. The joint and several liabilities on part of service recipient is in addition to
concept discussed in section 18 of Sindh Sales Tax Act.
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INPUT TAX CREDIT NOT ALLOWEBSECTION 15A (j)

Previously Rule 22A(ii) restrict the claim of input tax on goods or services where tax is paid as specific
rate or fixed rate or at such rate not based on value or at the rate which turns out to be less than 13% on
ad valorum basis. Now bill seeks to amend the law by making it part of main law (moving it from rules
and including in section 15A).

Furthermore, under section 154, person providing taxable services was not allowed input tax for tax paid
on telecommunication services in excess of 19% on ad valorum basis. Now bill seeks to amend the
provisions of section 15A and this limit is reduced to 17%.

INPUT TAX ADJUSTMENT ON CAPITAL GOOBSECTION 15B

The bill proposes to introduce a new Section 15B in Sindh Sales tax Services Act 2011. This section
stipulates that input tax paid on purchase of capital goods, machinery and fixed assets classified under
Chapter 84 and 85 of the First Schedule to the Customs Act, 1969 shall be adjustable in twelve equal
monthly instalments.

ASSESSMENT OF TAX AND RECOVERY OF TAX NOT LEVIED OR SHEORED.-SECTION 23 & 47

[tis proposed in a finance bill to extent the time limit for passing the order u/s 23(Assessment of Tax) and
u/s 47(Recovery of tax not levied or short levied) of the Act be increased from 120 days to 180 days.

OFFENCES AND PENALTIESECTION 43

The Bill seeks to prescribe a penalty where any person refuses or denies or obstructs the compliance of
the provisions of section 54A, which is also being inserted, as pertaining to monitoring or tracking of
persons or services through electronic or other means. Under this caption, penalty of Rs. 100,000/- or an
amount equal to tax involved, whichever is higher is proposed. Such person may further be penalized in
term of imprisonment upon conviction by a Special Judge or fine which may extend to Rs. 100,000 or
both.

SHORT PAID AMOUNTS RECOVERABLE WITHOUT NOTHGECTION 47A

A new section is proposed to be inserted in Sindh Sales Tax Services Act, which provide for recovery of
tax by attaching bank accounts, without issuing show cause notice, in case of persons who pay an amount
of tax less than the tax due indicated in the return. The new section further provides that penalty u/s 43
of the Act shall not be imposed without first issuing show cause notice. As online system for filling of Sindh
sales tax return does not allow the submission of sales tax return until whole amount of due liability is
paid thus this provision carries no practical implication.

MONITORING ANDTRACKING BY ELECTRONIC OR OTHER MEASECTION 54A

A Bill proposes to introduce new section which empowers the Board, by issuing a notification, to specify
any registered person or class of registered persons or any service, services or class of services in respect
of which monitoring or tracking of provision of services may be implemented through electronic or other
means.
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RECOVERY OF ARREARS OF TAX UNDER CASE PENDING FOR DECISION FROM COMMISSIONER
APPEALS Section 66

The Bill seeks to insert a proviso to section 66(1)(f) to provide relief against recovery proceedings to
such taxpayers whose appeal is pending for decision before the Commissioner (Appeals) subject to the
condition that taxpayer deposits 25% of the amount of tax due.

POWER TO RESTRAIICERTAIN AUTHORITIES-SECTION 72A

The Bill proposes to introduce a new provision that empowers the Board, with the approval of
Government by notification in the official Gazette, to restrain any authority to issue or renew license or
permission for engaging into an economic activity, which is a taxable service and not to issue or renew
such license or permission unless such persons submit the evidence of SST registration under the
provisions of Sections 24 or 24A or 24B of Sindh Act.

CONDONATION OFIME-LIMIT - SECTION 81

Within the context of powers available in section 81 to SRB for condonation of time limits, a new
explanation is proposed to be introduced giving the same power for condonation of time limit for official
functions of SRB officers.

REVISION IN RATES OF SINDH SALES TAX ON SERVICES

[t is noted from the Budget Speech that the following SST rates are proposed to be revised
as presently governed through the captioned SRB notification:

Taxable Service Existing Proposed
rate rate

Telecommunication 19% 19.5

services %

Travel Agents and tour | 10% 8%

operators

Specific class of 13% 3%

indenters and

call centers

Renting of 8% 3%

immovable property

The above proposed rates are likely to be notified through amendment notification in
relation with the captioned parent notification.

MAQBOOL HAROON SHAHID SAFDAR & CO.
CHARTERED ACCOUNTANTS




SINDH-INANCE BILL HIGHLIGIZ0%7

PARTNERS

MUHAMMAD MAQBOOL, FCA

Fellow member of Institute of Chartered Accountants England & Wales,
Canada and Pakistan. He also graduated as Master of Commerce from
University of Punjab in 1979. He has been senior partner in Qamar-ul-Islam &
Co., and Sadat Hyder Qamar & Company (Chartered Accountants)

He is Senior Partner of MHSSCo.

Professional Experience and Achievements:

He has 22 years’ accountancy experience in the field of Financial Consultancy, System Consultancy, Audit,
Corporate and Taxation matters. He has rich experience of handling a large number of national and
international consultancy assignments.

Presently, he is council member of ICAP. He was Vice Present of ICAP. He was Past President of Association
of Pakistan Institute of Public and Finance Accountants (1995), Chairman Education and Training
Committee of ICAP (1994-96) and represented ICAP on International forums.

MALIK HAROON AHMAD, FCA

Fellow Member of Institute of Chartered Accountants of Pakistan. He also
graduated as Bachelor of Commerce from University of Punjab in 1994. He
worked in the capacity of Senior Manager-Tax Ford Rhodes Sidat Hyder &
Company (Chartered Accountants), a member firm of Ernst & Young
International, one of the big accountancy firms in the world.

Professional Experience and Achievements:

He has 16 years’ experience in the field of consultancy especially Taxation matters, Audit and Corporate.
During his service, he gained diversified experience of corporate tax planning, counseling and benefit
optimization, Handling matters relating to Capital Value tax, Provincial Professional Tax, Corporate Asset
Tax. He supervising a large team of employees (around 150) working in the fields of Corporate
Compliance Services, Internal Control development and Re engineering Services, Audit & Assurance,
Accountancy assignments.

He is also Life time member of Lahore Tax Bar Association. He is a writer of three books published by the
Professional Business Publications [PBP], Emile Wolf International United kingdom. He is writer of
Articles on different issues in the Newspapers and Magazines. He is also interviewed as tax expert in TV
shows on different taxation issues.
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SHAHID MEHMOOD SHAKER, AC

Fellow Member of Institute of Chartered Accountants of Pakistan. He
qualified as Chartered Accountant in June 2003. He also qualified his MBA in
finance in the year 1999. He worked as a partner in Qadeer and Company,
Chartered Accountants (from February 2005 - September 2009) and also
worked as CFO in Ayesha Textile Mills Limited (from September 2002-
February 2005).

Professional Experience and Achievements:

He has 5 years’ experience in the field of consultancy especially Audit, System development and System
Evaluation assignments. He has very rich experience of conducting various assignments in External audit
as well as Internal Audit section specially assignments relating to Financial Institutions, Textile sector,
Construction companies, Steel Sector, Leather Sector, Rice Sector, Sugar, Power Sector etc.

He is presently assigned the task to prepare opinions on different aspects of corporate laws and foreign
currency exchange control regulations.

MUHAMMAD SAFDAR, FCA

Fellow Member of Institute of Chartered Accountants of Pakistan (ICAP). He did
his Bachelors from University of Punjab in 1997. He started his career in 2005
as proprietor of Muhammad Safdar & Co. Chartered Accountant.

Professional Experience and Achievements:

He is experience and expert in the areas of financial advisory, Feasibility
studies, Corporate restructuring, Tax planning, Compliance Services, Audit and
Assurance Services. He is also working as advisor to the Board of a number of
industrial undertakings.

He was also a visiting faculty member of University of Punjab.
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INDUSTRIES

MHSS Clients

Large Number of Chinese Clients  Infrastructure

Energy, Utilities & Mining
Engineering Companies
Transformers Manufacturers
Contracting Companies
Dairy Farms & Processing
Information Technology
Mobile Phone Manufacturers

SERVICES

Corporate Compliance

Registrations

Hospitality & Leisure
Forest, Paper & Packaging
Food & Agriculture
Metals

Retail & Consumer
Pesticides

Automotive

Audit and Assurance Services

Internal Control Development & Re-

engineering

Chemicals

Entertainment & Media
Government & Public Services
Industrial Manufacturing
Pharmaceuticals & Life Sciences
Hospitals

Transportation & Logistics
Non-profit Organizations

Human Resource Services

Legal Services

Accounting & Book Keeping Tax Compliances & Advisory Services = Business & Financial Consulting

CONTACTWUS
Lahore Islamabad Clie nts Contact Karachi Clients Contact
person Person
Address: = 71- C3 Gulberg 111, Lahore.
Email: info@mhssco.com ahmed.bilal@mhssco.com umar.khiali@mhssco.com
Tel: +92 42 35759501-3 +92 334 7557441 +92 322 4727709
+92 42 35772421
Fax: +92 42 35759504
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