
WHEREAS. it is expedient further to arnend the Llcorne Ta,\ ordirarce, 2001 (XLIX of 2001).
in the manner and tbr the purposes hereinafler appearing;

lt is hereb5, enacted as follora,s: -

. _ 
"131A. Altcrnative Dispute Resolution. - (1.) Norrvithstanding any.-thing contai,ed in

this ordinance. or the lrles made thercunder. an aggrieved p"rroo-i,., cln r.Jtion with anv
dispule perlaining 1c-

(a) the liability oftax oftifty million rupees or above or admissibility ofrefund.
as the case may be;

(b) the extent of$aiver ofdefault surchage and penalty; or
(c) other specific reliefrequired to resolve the dispule, ma1.. apply. except *,here

criminal proceedings have been initiared, to the Boarcl foi &e appointment
of an alternative dispute rcsolution committee ..Contmittee,' under this
section for the resolution ofanv dispute:

Provided thal where the aggrieved pemon is a s1a1e-o\\.ned enterprise .,SoE". the limit
ol tax liability mentioned in clause (a) ol sub-section (1) shall not apply and it shall be
rnandatol-r' for such aggrieved SoE to apply to the Boaril for the appointnrent of a committee
for the resolution ofany dispute under this section:

Provided further that no suit. prosecution, or other legal proceedings shall lie against
the SoE or the Comniltee in relation to the dispute r.esolved under this seclion.

Erplonation. - state-orvned enterprise shall have tlre same nreaning as assigned thereto
in the State-Owtred Euterprises (Gover.nalce a:rd Operations) Act.202j (VII oi ZOZ:1.

(2) The application lbr altemative dispute resolution under. sub-secrio, (l ) shall be
accompanied by -
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initial proposition tbr resolution of tlre dispute; and
an undertaking that if the applicant accepts the decision of the
Cornntittee, it shall be binding on him in all respects iurci shall on receipl
o1'the decision rvithin filleen da1.s withdrarv any antl all pending eases
ofany kind in respect ofthe dispute. rncntioning details ther.eof:
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I . Short title and commencement. - (1) This Act shall be called tlre Income Tax
Odirrance (Tlrird Arlendm ent) Acr",2026.

\2) lt shall, unless provided othenvise. come inlo lbrce at once.

2. Substitution of section I34A, ordinance No. XLIX of200r. - rn the Income"lax ordinarce, 2001 (XLIX of 2001). for. secrion 134A. the follo*,ing s5all be substituted,
namely: -

(a)
(b)

I



Pr'vided that iu case of soE which is, directll, or inciirectly. *.hol1,. orvned b1, trre
Federal Govemnient. the decision of the cor:rmittee shall be rrnal a,d binding on the
Cornmissioner and the SOE.

(3) Tlie chai.man .frhe Board. afle' exarnination ofthe application ofan aggrieved
person- appoint. c'ommitlee, within Iiliee, da1,s of receipl ol'snctripplication b1..th!-Boarct.
comprising, -

(a)

(n)

(c)

a retired judge ofa Iligh Court, the Federal Constitutional Court or thc
Supreme Court having adequate experience in dealing rvith tax or.
cornmercial li:atters, who shall also be the Chairperson ol. the
Corunittee, to be nominated by the Chaiunan of the Boar.cl lron a panel
of thrte names proposed by the norninee of the taxpayer uncler clause
(c) of this sub-section. In case the Chaimran disagrees with the nanres
ploposed by the persons nominated bv the taxpa.v-er in te ns of clause
(c). the Chaimran of the Board shall require the nominees appointecl
under.clause (b) and (c) to propose one n.ure each ofa reriredludge of
a l-Iigh Courl. the Federal Constitutional Court or the Supreme Court
having adequate experience in dealing q.ith tar or commercial matters,
whereupon the Chairman shall forward such names to the Federal
lvlinister for Larv and Justice for nomination of one of such person as
Chairperson of the Committee;
an olficer ol'the Inland Rer.enue not belotv BS 21, othelthan. the Chief
Conmissioner Inland Revenue having j urisdiction or.er the case; and
a person to be nominared by the taxpayer from amongst _

(i) accoulltants rvithin the meaning ol the Chartered Accountalls
Ordinance, 1961 (X of 196 I);or

(ii) cost and management accountants within dte nteaning ofthe Cost
and Management Accourtant Act. 1966 (Act No. XiV of 1966);
or

(iii)

(iv)
(v)

advocales having a minimum of fifteen years, e_xperience in the
field of taxation or commercial matters: or
oflicers olthe Inland Ilevenue who r.etiretl in BS II or abor,c; or
businessmen hom a list notilied by the Boarcl is recommentled
by the Federalion of Pakistan Chamber of Ctommerce and
lndustry:

. Provided that the taxpayer shall not nominate a charlered accountant or an advocate il
the said chartered accountant or the advocate is clr has been an auditor- or an authorizecl
rcprcsentative of the taxpayer.

(4) l'he chain,an of the Board shall communicate the order of appointnrent ofcornnrittee to the aggrie'ed person, co.rt of la*. or Apperate 'riibtural oi iax authority
*,here dispute is pending md to the Commissioner con"er.ir.d.

(5) The committee appointed uncrer sub-secrion (3) sha examine the issue and
l"iy' if ]t deems necessary, conduct inquiry. seek cxpert opinion" direct any officer of rrreInland Ilevenue or zu:ry .ther person to conduct a:r audit a,<t shal crecide the aispute t1,majority, lvithin ninety days of its appoirrtnter{.

(6) 
. The decision by the Comrnittee under sub-section 15) shall not be cited or raken

as a precedent in any'other case or in the same case for a different ta.)i year.

. (7) - The tecovery of ttu payable bv a ta>ipzry er in connection rvith any dispute forrvl.rich a corrmittee has been uppoiot.d ,ncr"r .r,blrection 1:.y ,t utt be deemecr kr have bee*stayed on the c.r'rslilution ol Commiuee tilr the finnl crecision or dissolution of rheContmittee. lvh iclrever is earlier.
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(8) Tire decision ol the c.m',irtee uncier sub-seclion (5) shall be binding cur the
Commissir:ner rvhen the aggrier.ed person. being satisiled rvith the decision. has rviihdra*n
the appeal pcnding belbre the coul of lai.r, or Appellare Tiibunrl or. 1ar authority in ,".f""t
of disputo as rnentionerl in sub-section (l) ancl has cornmunicated the order of withdr;u,al
to lhe Cotnmissioner:

Providecl that if the order of withdlawal is no1 communicated to the Conmrissioner
r'vithin sixty davs of the sen ice of decision olthe commiiree upon the aggrieved perso,, the
decision of the Cornmittec shall not be binding on the Cornmiisioner.

(9) Subject to sub-section (10), fie cornmissioner shall also."vi rdrarv the appeal.
if any' pending before a,y coru't oflaw or Appellate Tribunal or tax authodty in respect ot
dispute as nlentioned in sub-section (1) r.vithin thirty days ofrhe communication ofthe order
of rvithdrar.i,al by the aggr-ieved pemorr to the Con.rmissioner.

( l0) The aggrieved person shall make the payment ofinconle taK and other taxes and
within such time as decided by' the committ"" und", sub-secrion (5) and alt decisions and
orders nrade or passed shall stand modified to that extent.

(11) If the clommittee fails to decide rvithin the per.iod of ninety days under sub-
section (5), the Chaimran ol'the Board shall dissolve the Committee by an or.der.i1 writing
and the matter shall be decided by the court of larv or Appeilate Tribunal or tax authority.
as the case may be:

Provided that in case of SoB. except an SoE" which is. directl.v or indir.ectl,v. wholl,v
owrred by' the Federal Goveffunent, either pafty mav prefer.an appeal to the Federal
constitutional court or the Supreme coul't. as the case lnay be, rvithin iper.iod ofsixtl' da,vs
against a decision of the commitrec or rvhere no decisioris made. upon receiving oia". ot
dissolution of the Comraittee.

(12) All pedrions liled by the SOEs, directly.or irrdirectlv, rvholly orv'ed b1,, 1he
Federal Govemment, against the decision of the comnitlee made prior.to commencement
of the Income 'l'ax ( l-hird Amendmenr) Act. 2025 (Act No. of 2ozsl and pending before
the Federal consritutional Cou(" the Supreme coun or a Fligh court shal'i, upon
commencelrent of lhe Income Tax lThird Arnendment) Act" 2025 (Ac1 No. of 20251-
abate.

-- 
(13) Notrvithslanding anything contained in s,b-section (12). petitions filed b.v

SoEs, which are not wholl.v.' ormed by'the Fetleral Goverument, against the decision of the
cornmittee made prior to cormlencelnent olthe Income Tax lThird Amendment) Act, 2025
(Act No' of 2025) and pending before a High court. shall upon comme,cement ol the
Income Tax (Third Amendment) Act, 2025 (Act No. of 2025) abate:

Provided that such SoEs may prefbr an appeal to the Federal constitutional court or
the Supreme court, as the case may be, against the decision of the committee, rvithin a
period of sixty da-','s lron commencement of the Income Toi (Third Amendment) Act. 2025(ActNo. of2025).

(14) The Chaim-rzil of the Board sltall comrnunicate the order of dissolution of the
Conmritlee to the aggrieved person, the Commissio,er concerned and the court of lau, or
Appellate Tribun:,il or tax authodt-y. tvhere the case was previously pending.

(i5) on receipl ofthe order ofdissolulion. the court of law or Appellate 1'ribunal or
tai authority, as the ca*se may be, shall decide the case r.vithin ninety days of tire
cornmLurication of tlte said order.

(16) The Boald may. from time to tinre, prescribe the amount to be paid as
remuneraaion to the chairperson of tlre committee. which remuneration shall be paid by the
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Board and the ta>ipayel' equall-v u'ithin a period of fifteen da,vs from the constitution ol the

Commitlee under sub-section (3).

(17) 1-he tolpayer shall be lesponsible for lenruneration ofa nominee under clause
(c) of sub-section (3).

(18) Nolwi lstandirlg anythirrg contained in this section: -

(a) the Federal Clonslitutional Coufl. the Supreme Courl or a High Coufi. on
its o',vn motion ol'on the applicarion of either party, ma-v refer the dispute
pending before it to the Board lol rqsolution by the Conrmittee to be

appointed under sr"rb-seclion (3):

Provided that q.'here both parties agree to rel'er the dispute for
resolution by the Cornmittee. the coun ol law or Appellate Tribunal or
tax authority seized of lhe dispute shall record the consent of both the
parties and shall refer the dispute 1o the Bozud lbr appointment of lhe
Committee rurder sub-section (3):

Provided further tlLlat all disputes of SOEs pending before any
courl of law or Appellate 'lribuual ol ta-r aulhority shall stand transfered
to tbe Board for resolution by the Committee to be appointed under strb-

section (3) upon commencement of the incorne Tax (Third Amendment)
Act,2025 (Act No. of2025); and

(b) *'heuer.er any disputc is leferrecl or trturst'ened under clause (a) tbr
resolution by the Cornrnittee. the Board shall rvithin filteen da1,-s fiom
the date of such order or h'ansl'er, appoint the Cornmittee under sub-
section (3).

(19) The provisions of the Income 'l"ax ('l hirtt Anrendment) Act. 2025 (Act No. of
2025) shall be subject to re pr ovisions of seclion 6 oi the General Clauses Act, I 897 (X of
1897) provided that the applicant including a SOE ma1.' make a lresh application lor
leconstitution ofthe Comrnittee in accordance with the provisions ofthe lncome Tax (l'hird
Amendment) .r\ct, 2025 (Act No. of 2025), if the Cornn:ittee has not rendered its decision
plior to its enactment.

(2O) The Board rna-v. by notification in the ollicial Gazette, make rules 1br carrying
out the puposes of this section.

STATENIENT OE OBJECTS AND REASONS

The purpose of Income Tax (Third Anrendment) Bill 2025 is to stengthen the
Alternative Dispute Resolution (.,\DR) mechanism Ibr lesolving tax disputes. It addlesses
inadequacies in the eallier lnechanism such as appointment of the Chairperson of ADR
Cornmittee. The bill aims to ensure impartialit;- and enlrance efficiency in the ADR
ptocess. besides reducing litigation burden on courts. Mc,re aptl,v. the purpose olthe bill is
to tnake ADR a viable option lbr cost ellective resolution oltax disputes.

-sd-
llilal Azhar Ka.v-ani

iv{irister of Statc for Finance


