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REPORT OF THE STANDING COMMITTEE ON FINANCE AND REVENUE ON

THE INCOME TAX ORDINANCE (THIRD AMENDMENT) BILL 2025

I, Chairman of the Standing Committee on Finance and Revenue have the honor to
present this report on the Bill further to amend the Income Tax Ordinance, 2001, (XLIX of
2001) [The Income Tax Ordinance (Third Amendment) Bill, 2025] (Government Bill), referred

to the Commitiee on 5% November, 2025,

2. The Committee comprises the following: -

1. Syed Naveed Qamar Chairman
2. Rana Iradat Sharif Khan Member

3. Syed Sami Ul Hasan Gilani Member
4, Ms. Zeb Jaffar Member

5. Mr. Muhammad Usman Awaisi Member

6. Mr. Ali Zahid Member
7. Dr. Nafisa Shah Member

8. Ms. Hina Rabbani Khar Member
9. Mr. Ali Jan Mazari Member
10. Dr. Sharmila Faruqui Member
11. Dr. Mirza Ikhtiar Baig Member
12. Mr. Muhammad Jawed Hanif Khan Member
13. Mr. Arshad Abdullah Vohra Member
14, Mr. Hussain Ellahi Member
5. Mr. Shahram Khan Member
16. Mr. Muhammad Mobeen Anf Member
17. Mr. Usama Ahmed Mela Member
18. Mr. Muhammad Ali Sarfraz Member
19. Ms. Shahida Begum Member
20. Mr. Muhammad Aurangzeb, Ex-officio Member

Minister for Finance and Revenue
3. The Committee considered the Bill, as introduced in the National Assembly placed at

Annex- ‘A’, in its meetings held on 3™ and 9" December, 2025 and proposed the following
amendment therein:

CLAUSE 2

In clause 2, in the proposed Section 134A,

A. in sub-section (3),
in paragraph (a), for the word “or the”, wherever occurring, the expression “, the
Federal Constitutional Court or the” shall be substituted and for the words
“appoint one of such person to be the Chairperson of the Committee” the words
“forward such names to the Federal Minister for Law and Justice for nomination
of one of such person as Chairperson of the Committee” shall be substituted;

(a)

(b)

in paragraph (c), -

n

(i) in sub-paragraph (i), after the word "taxation”, the words "or
commercial matters” shall be inserted; and
(i)  in sub-paragraph (v), the word "reputable” shall be omitted;




4.

_ 2 -

. in sub-section (11), in the proviso, for the words "Supreme Court", the expression

"Federal Constitutional Court or the Supreme Court, as the case may be,” shall be
substituted;

. in sub-section (12), for the words "Supreme Court”, the words and comma "Federal

Constitutional Court, the Supreme Court" shall be substituted;

. in sub-section (13), in the proviso for the words “Supreme Court”, the expression

"Federal Constitutional Court or the Supreme Court, as the case may be,” shall be
substituted; and

. in sub-section (18), in paragraph (a), for thelwords "Supreme Court" the words and

comma "Federal Constitutional Court, the Supreme Court” shall be substituted.

The Committee recommended that the Bill as reported by the Standing Committee

placed at ANNEX-B, may be passed by the National Assembly.

-5d-
-Sd- (SYED NAVEED QAMAR)
(SAEED AHMAD MAITLA) Chairman

Acting Sccretary

Islamabad, the  January, 2026




{AS INTRODUCED IN THE NATIONAL ASSEMBLY} -° Annex-A

e A
BILL

Surther 1o amend the income Tax Ordinance. 2001

WIIERFAS it is expedient further to amend the Income Tax O:dm;mce, 2001 (X Q€2001)
in the manner and for the purposes hereiafier appearing:

J

It is hereby cnactgd as follows: - g‘:i

1.~ Short title and coramencement. — (1} gz-__'_' 5t sh I{:@l : lncome Tax (Third

Amendment) Act, 2025 €8 PORRE 6

(2)  ltshall, unless provided otherwisdael

2. Substitution of section 136 Ousdcd _Nfo. KLIX of 2001. ~ In the Income Tax

Ordinance, 2001 (XLIX of SeAEP1ISAMNC f'o]lowmg shall be substituted, namely:
“134A. Alternative D:sgu_"_b'_' ' 1 'l - (I)Nou-.ilhelanding anything contained in this

Ordinance, or the rules mqdRél
pcrtmnmg to— '-__'.._-"_"='- 3

-

R |
(a) the liabil.jiﬁﬁ of fifty million rupees or above or admissibility of refund, as
the casc may be; N :
’ NS
{b)

(c) other specific relief required to resolve the dlspute -ay applys B
criminal proccedings have been initiated, to the Board fdr the apg\mntm
drspmc resolut:on committec * ‘Committee” under thﬁ‘_ 14, 1|

o ".‘Q'(ent of waiver of default surcharge and penalty; or

" of tax liability menuoned in clause (a) ._ s _‘ Of " } :%Il ot apply and lt shall be

mandatory for such aggrieved SOE to -t'.,--" eldbi % appointment of a Committee

for the rosolution of any dispute und‘ 406 gl {'gn.-
Provided ﬁmher that foH : é&&her legal proceedings shall lie against
the SOE or the C‘ommmeeqﬁ St the e resolved under this section.
“pa! -.r??
) Explanation.— Staie-o c sha]l have the same meaning as assigned thereto
- in the State-Owned Eulcr@ﬁf%@ﬁnancc and Operations) Act, 2023 (VII of 2023).

(2) The apphca cg' allcmatm. dispute rcsolunon undcr sub-section (1) shall be
. accompanied by ~ . -. %

(a)

(b)
shall be binding on him in all respects and shall on receipt of the decision within fiftecn days

withdraw any and all pcndmg cascs of any kind in respect-of the dispute, mentioning details
thereof:

in pommn for resolution of the dispute; and

an*undertaking that if the applicant accepts the decision of the Committee, it



Provided that in case of SOE which is, dm:ctly or indirectly, wholly owned by the
Federal Government, the decision of the Commnttcc shall be final and binding on the

Commissioner and the SOE.

(3)  The Chairman of the Board, after examination of the application of an aggrieved
person, appoint a Committee, within fiftecn days of receipt of such application by the Board,
comprising, —

- (a) a retired judge of a2 High Coun or the Supreme Courl baving aacquatc
experience in dealing with tax or conunercial matters, who shall also be the Chai n of the
Committee, to be nominated by the Chairman of the Board from_ a panel ¢ names
proposed by the nominee of the taxpayer under clause ,g(-;:) of Mo [n case the
Chairman dlsagrees with the names proposed by the s Bi

i e hc taxpayer in
Ui dibes appointed under

clause (b) and (c) to propose one name each ofAHErEd LAl [{¥R Court or the Supreme
Court having adequate experience in dealing @i tazd fafer o
Chairman shall appoint one of such persgys

{c) apersont{ﬂ) "

(i) accountants wf

‘mcnl accountants within the meaning of the Cost and
1966 (Act No. XIV of ]966)' or

(i)  cost and
Management Accounty

(iii)

taxation; or

{es having a minimum of hﬁu.n years' cxperience in Iht. f'e.ld of

(iv)  officers of the Inland Revenue wio reurcd*;m BS 21 m: abov
. @n‘&&’ mmended by the

Provided that the taxpay_er shall ngf : AT :,---‘- accountant or an advocate it
the said chartered accountant or the gWiCatc pENET LN an auditor or dn authorized

a td e mmunicate the order of appointment of
Conunittee to the aggrievadieFsoubElr 0@ or Appellate Tnbunal or tax authority where
dispute is pending and to tbe C N sﬁtoncerned

(5)  The Comnhp ; undcr sub-section (3) shall examine the dssue and .
may, if it deems necessary, conduérthquiry, seek expert opinion, direct any officer of the Inland
Revenite or any other pcob‘ﬁ conduct an audit and shel! decide the dispute by majority,
within ninety days of itygigomment.

(6)  J¥ision by the Commiltee under sub-section (5) shall not be cited or taken
as a precedent ¥y other case or in the same case for a different tax year. -

(7}  The recovery of tax payable by a taxpayer in connection with any dispute for
which a Committee has been appointed under sub-section (3} shall be deemed to have been
stayed on the constitetion of Commtittes tll the Hnal decision or dissolution of the Committee,
whichever is earlier.

4.



(8) The decision of the Committee under sub-section (5) shall be binding on the

-Commissioner when the aggrieved person, being satisfied with the decision, has withdrawn

the appeal pending before the court of Jaw or Appellate Tribunal or tax authority in respect of
dispute as mentioned in sub-section {1} and has communicated the order of withdrawal to the

Commussioner:

Provided that if the order of withdrawal is not communicated to the Commissioner
within sixty days of the service of decision of the Committec upon the aggrieved pcrson the
dcclsmn of the Committec shzll not be binding on the Commissioner. ;

: ."i. Oﬂ{%&ome tax and other taxes
and w1thm such time as decided by the HE&Yon (5) and all decisions and

orders made or passed shatl stand mogdidh

(11) ¥ the Committess JECE yahiin he period of minety days under sub-
section (5), the Chairman of $idKoack ST dNQI* the Commiittee by an order in writing and |
ed] r Appellate Tribunal or tax authority, as the

Provided that id’ eE"'o[ @cxccpt an SOE. which is, directly or indirectly wholly

owned by the Federal vaerq{gmt either party may prefer an appeal to the Supreme Court
baknst a decasmn or the Committee or where no decision is madc,

= u -k

{12) ﬁ%mns filed by the SOEs, directly or mdlrectly, whotly owned bv th:_

Federal Governth®nt, against the decision of the Committee made prior to ¢o
the Income Tax (Third Amendment) Act, 2025 (Act No.  of 2025) and pepy
Supreme Court or a High Court shall, upon commcncemenr qt\;he & Tax (Third
Amcndmcnt} Act, 2025 (Act No.  0f2025), abate. ,\t o R Py

-

(13) Nomlt]'lstandm" dl‘l\fll}ln'L__ co l‘ﬁ‘wank -rscctmlhfm) petllmns filed by
SOEs, which are not wholly owned by the Gyt

Committee made prior to cominencemery
(ActNo. of2025)and pending befoydy
Tax (Thlrd Amendment) Adt, 202 _ o

Prowded that such:__— & m ! -' t ) ppeal to the Supreme Court against the
decision of the Committse, Wit higtg &)ixw days from commencement of the Income
AG N of 2025). - :

Tax (Third Amendment) Act,, \

,er’hlrd Amendment) Act, 2025
n commencement of the Income

(]4) The Chaamﬁn 09% oard shall communicate the order of dlssolutlon of the
Comunittee to the aggnevi:d“ feon, the Commissioner concerned and the court of law or

" Appellate Tribunal or taxAhfodity. w hcre the case was previously pendlng. _
(15) ‘h‘ﬁof the.order ol dissolution, the court of law or-Appellate Tribunal or
tax authority . a¥ se may be, shall decide the case within ninety days of the communication
of the said order: : - '

(16) The Beoard may, from time to time. prescribe the amount to be paid as
remuneration to the Chairperson of the Committee, which remunération shall be paid by the
Board and the taxpayer equally within a period of fifteen days from thc constmman of the
Committee under sub-section (3).




(17)  The taxpayer shall be responsible for remuneration of a nominee under clause
(c) of sub-section (3).

'(18) Notwithstanding anything comtained in this section: -

{2} . the Supreme Court or 2 High Court, on its own motion or on the application of
_cither party, may refer the dispute pending before it to the Board for resolution by the
Committes to be nppou!ted under sub-section (3):

Provided that where both parties agree 10 refer the dxspute for resol by the
‘Committee, the court of law or Appellate Tribunal or tax authority seized of W&: shall
record the consent of both the parties and shall refer the d;sputc o lhqBoa% appointment

of the Committee under sub-section (3): & % hY . -

Provided further that all disputes of SOEZ: '--‘:'—’ L o] . Yt of law or Appellate
Tribunal or tax authority shall stand transferrg RN o ‘}Esbqlutlon by the Committec

to be appointed under sub-section (3) R % Vi3 Sof the Income Tax (Thurd

(b) Whenever any ¢ ,~.-. ) . '__.': e '.-"pSferred under ciause (a) for resolution
by the Committee, the Bos ;‘ B wistee s from the datc of such order or transfer,
appoint the Committee uitdX :

reconstitution of the Co gl in accordancc with the provisions of the lncomc Tax (Third
Amendtpcnt)‘ Act, 20258 _;"-‘ 0. 0f 2025}, if the Committee has not rendered its decision

) (20) dée Board may, by notification in the official Gazette, make rules,f? .‘Z‘Errying
“out the purposes of this section. - ‘?' '

o J.& R 1 ' ":g
Statement of Obiects and Rcasons

The purpose of Income Tax (Third Amendment) Bill 2025 is to .
strengl.hén the Altemative Dispute Resolunon (ADR) mechanism for resolvmg
tax disputes. It addresses madequames in the earher mechanis] ‘-‘;&h as
| ‘appointment of the Chairperson of ADR Comimittee. Th.e blll,a’lms to ensure
. impartiality and enhance efficiency in the ADR proccss, “besides rcducmg
litigation burden on courts. More aptly, thf‘r purpose o,f the Bill is to makc ADR a

vi able optlon for cost effective resolﬁtmn of tax dlsputes

g

T Bilal Azhar Kayani
R , Minister of State for Finance -




Annex-B

[AS REPORTED BY THE STANDING COMMITTEE]

A

BILL

Jurther to amend the Income Tax Ordinance, 2001

WHEREAS, it1s expedient further to amend the Income Tax Ordinance, 2001 (XLIX of 2001).
in the manner and {or the purposes hereinafter appearing;

It is hereby enacted as follows; —

1. Short title and commencement. — (1} This Act shall be called the Income Tax
Ordinance (Third Amendment) Act, 2025.

(2) it shall, unless provided otherwise, come into force at once.

2. Substitution of section 134A, Ordinanee No. XLIX of 2001. — In the Income

Tax Ordinance, 2001 (X1LIX of 2001). for section 134A, the following shall be substituled,
namely: —

“134A. Alternative Dispute Resolution. — (1) Notwithstanding anything contained in
this Ordinance. or the rules made thereunder. an aggrieved person in connection with any
dispute pertaining to—

{a)  the liability of tax of fifty miliion rupees or above or admissibility of refund.
as the case may be;

{by the extent of waiver of default surcharge and penalty; or

(¢} otherspecific relief required to resolve the dispute, may apply. except where
¢riminal proceedings have been initiated, to the Board for the appointment
of an alternative dispute resolution committee “Committee™ under this
section for the resolution of any dispute;

Provided that where the aggrieved person is a state-owned enterprise “SOE", the limit
of tax liability mentioned in clause (a) of sub-section (1) shall not apply and it shall be
mandatory for such aggrieved SOE to apply to the Board for the appointment of a Committee
for the resolution of any dispute under this section:

Provided further that no suit. prosecution, or other legal proceedings shall lie against
the SOL: or the Committee 1n relation Lo the dispute resolved under this section.

Explanation. — State-owncd enterprise shall have the same meaning as assigned thereto
in the State-Owned Enterprises (Governance and Operations) Act. 2023 (VII of 2023).

) The application for alternative dispute resolution under sub-section {1} shall be
accompanied by —

(a)  initial proposition for resolution of the dispute; and

(b)  an undertaking that if the applicant accepts the decision of the
Commitiee, it shall be binding on him in all respecis and shall on receipt
of the deciston within fifteen days withdraw any and all pending cases
of any kind in respect of the dispute, mentioning details thereof:

_7-




Provided that in case of SOF which is, directly or indirectly. wholly owned by the
[ederal Government. the decision of the Commitice shall be final and binding on the
Commissioner and the SOF.

(3) The Chairman of the Board. after examination of the application of an aggrieved
person. appoint 4 committee, within fifieen days of receipt of such application by the Board.
comprising, -

(a)  arctired judge of a High Court, the Federal Constitutional Court or the
Supreme Court having adequate experience in dealing with tax or
commercial matters. who shall also be the Chairperson of the
Commiitiee, to be nominated by the Chairman of the Board from a panel
of three names proposed by the nominee of the taxpaver under clause
(c) of this sub-section. In case the Chairman disagrees with the names
proposed by the persons nominated by the taxpayer in terms of clause
(c). the Chairman of the Board shall require the nominees appointed
under clause {b) and (c) to propose onc naine each of a retired judge of
a High Court, the Federal Constitutional Court or the Supreme Court
having adequate experience in dealing with tax or commercial matiers,
whereupon the Chairman shall forward such names to the Federal
Minister for L.aw and Justice for nomination of one of such person as
Chairperson of the Committee;

(b) an officer of the Inland Revenue not below BS 21, other than. the Chief
Commissioner Inland Revenue having jurisdiction over the case: and

(c}) aperson to be nominated by the taxpayer from amaongst —

(1}  accountants within the meaning of the Chartered Accountants
Ordmance, 1961 (X ol 196 I); or

(i1}  cost and management accountants within the meaning of the Cost
and Management Accountant Act. 1966 (Act No. X1V of 1966);
or

(1) advocates having a minimum of lifteen years® experience in the
field of taxation or cominercial matters: or

(iv)y officers of the Inland Revenue who retired in BS 21 or above; or

(v)  businessmen from a list potified by the Board as recommended
by the Federation of Pakistan Chamber of Commerce and
Industry:

Provided that the taxpayer shail not nominate a chartered accountant or an advocate it
the said chartered accountant or the advocate is or has been an auditor or an authorized
representative of the taxpayer.

{4) The Chairman of the Board shall communicate the order of appointment of
Committee to the aggrieved person. court of law or Appellate Tribunal or tax authority
where dispute is pending and to the Commissioner concerned.

(5) The Committee appointed under sub-section (3) shall examine the issue and
may, it it deems nccessary, conduct inquiry. seck cxpert opinion, direct any officer of the
Inland Revenue or any other person to conduct an audit and shall decide the dispute by
majority, within ninety days of its appointment.

(6) The decision by the Committee under sub-section (3) shall not be cited or taken
as a precedent in any other case or in the same case for a different tax year.

(D The recovery of tax payable by a taxpayer in connection with any dispute for
which a Committee has been appointed under sub-section (3) shail be deemed to have been
slayed on the constitution of Committee till the final decision or dissolution of the
Committee, whichever is carlict.

-8-



(8) The decision of the Committee under sub-section (5) shall be binding on (he
Commissioner when the aggrieved person, being satisfied with the decision. has withdrawn
the appeat pending before the cowt of law or Appellate Tribunal or tax authority in respect
of dispute as mentioned in sub-section (1) and has communicated the order of withdrawal
to the Commissioner:

Provided that if the order of withdrawal is not communicated to the Commissioner
within sixty days of the service of decision of the Committee upon the aggrieved person, the
decision of the Committee shall not be binding on the Commissioner.

(%) Subject to sub-section (10), the Comnmissioner shall also withdraw the appeal.
if any, pending before any court of law or Appellate Tribunal or tax authority in respect of
dispute as mentioned in sub-section (1) within thirty days of the communication of the order
of withdrawal by the aggrieved person to the Commissioner.

(10)  The aggnieved person shall make the payment of income tax and other taxes and
within such time as decided by the Committee under sub-section (5) and all decisions and
orders made or passed shall stand modified to that extent,

(11) K the Committee fails to decide within the period of ninety days under sub-
section (5), the Chairman of the Board shall dissolve the Committee by an order in writing
and the matter shall be decided by the court of Jaw or Appellate Tribunal or tax authority,
as the case may be:

Provided that in case of SQE. except an SOE, which 15, directly or indirectly. wholly
owned by the Federal Government, either party may prefer an appeal to the Federal
(‘onstitutional Court or the Supreme Court. as the case may be, within a period of stxty days
against a decision of the Committee or where no decision is made. upon receiving order of
dissolution of the Committee.

(i2)  All petitions filed by the SOEs, directly or indirectly, wholly owned by the
Federal Government, against the decision of the Committee made prior to commencement
of the Income Tax (Third Amendment) Act. 2025 (Act No.  of 2025) and pending before
the Federal Constitutional Court, the Supreme Court or a High Court shall, upon
commencement of the Income Tax (Third Amendment} Act, 2025 (Act No.  of 2023),
abate.

(13) Notwithstanding anything contained in sub-section (12). petitions filed by
SOEs, which are not wholly owned by the Federal Government, against the decision ot the
Committee made prior to commencement of the Income Tux (Third Amendment) Act, 2025
(Act No.  of 2025) and pending before a High Court, shall upon commencement of the
Incomc Tax (Third Amendment) Act, 2025 (Act No.  of 2025) abate:

Provided that such SOEs may prefer an appeal to the Federal Constitutional Court or
the Supreme Court, as the case may be, against the decision of the Committee, within a
period of sixty days from commencement of the Income Tax (Third Amendment) Act, 2025
(Act No. of 2025).

(14  The Chairman of the Board shall communicate the order of dissolution of the
Committee to the aggrieved person, the Commissioner concerned and the court of law or
Appellate Tribunal or tax authority, where the case was previously pending.

(15}  On receipt of the order of dissolution, the court of law or Appellate Tribunal or
tax authority, as the case may be, shall decide the case within ninety days of the
communication of the said order.

(16) The Board may. from time to time, prescribe the amount to be paid as
remuncration to the Chairpersen of the Committee, which remuneration shall be paid by the

_9g.




Board and the taxpayer cqually within a period of fifteen days {rom the constitution of the

Committee under sub-section (3).

(17)  The taxpayer shall be responsible for remuneration of a nominee under clause
{¢) of sub-scction (3).

(18)  Notwithstanding anything contained in this section: -

(a)

(b

the Federal Constitutional Court. the Supreme Court or a High Court. on
1ts own motion or on the application of either party, may refer the dispute
pending before it to the Board for resolution by the Committee to be
appointed under sub-section (3):

Provided that where both parties agree to refer the dispute for
resolution by the Committee. the court of law or Appellate Tribunal or
tax authority seized of the dispute shall record the consent of hoth the
parties and shall refer the dispute to the Board for appointment of the
Commitiee under sub-section (3):

Provided further that all disputes of SOEs pending belore any
court of faw or Appellate Tribunal or tax authority shall stand transferred
to the Board for resolution by the Committee to be appointed under sub-
section {3) upon commencement of the Income Tax {Third Amendment)
Act, 2025 (Act No. 0f'2025); and

whenever any dispute is referred or transferred under clause (a) for
resolution by the Committee. the Board shall within fifteen days from
the date of such order or transfer, appoint the Commitiee under sub-
section (3).

(19)  The provisions of the Income Tax (Third Amendment) Act, 2025 (Act No. of
2025) shall be subject 1o the provisions ol section 6 of the General Clauses Act. 897 (X of
1897) provided that the applicant including a SOE may make a fresh application for
reconstitution of the Cominitice in accordance with the provisions of the Income ['ax (Third
Amendment) Act, 2023 {Act No. of 2025), if the Committee has not rendered its decision
prior (0 1ts enactment.

(20)  The Board may. by notification in the official Gazette, make rules for carrying
out the purposes of this section. '

STATEMENT OE OBJECTS AND REASONS

The purpose of Incomce Tax (Third Amendment) Bill 2025 is 1o strengthen the
Alternative Dispute Resolution (ADR) mechanism for resolving tax disputes. It addresses
inadequacies in the earlier mechanism such as appointment of (he Chairperson of ADR
Committee. The bill aims to ensure impartiality and enhance efficiency in the ADR
process, besides reducing litigation burden on courts. More aptly, the purpose of the bill is
to make ADR a viable option for cost effective resolution of tax disputes.

-Sd-
Bilal Azhar Kayani
Mimister of State for Finance

fo-
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