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What is asset declaration? 
The Parliament of Pakistan in its last session in 2018 passed first-ever Foreign Asset Declaration Law. It 
is important to understand the subtle difference between a general tax amnesty and an 'Asset Declaration 
Law' especially for foreign assets. The discussion in the following paragraphs covers this subject. 
 
Income and assets 
 
At the outset, it is important to reiterate the concept of taxes on income and identification and declaration 
of assets. Under the Constitution of Islamic Republic of Pakistan, powers of taxation are laid down in 
Federal Legislative list. At present, with respect to an individual, whether in business or not, the 
Parliament has invoked Entry 47 of that list and there is an Income Tax on income earned for citizens of 
Pakistan. Provision relating to the same are laid down in Income Tax Ordinance, 2001. Other entries 
which entitle the Parliament to levy taxes on 'capital value of assets', such as 'wealth tax' etc. have not 
been invoked. Under the Income tax laws there are specific provisions for taxing income and the sources 
that can be taxed. It is important to note that even where the assets, investments and expenditure are 
identified which are not disclosed in the tax records, the right of taxation relates to and is in respect of 
'income' only that was required to be taxed using the powers under Entry 47 of the Constitution. This is 
the reason that whenever there will be any law providing 'amnesty from tax' it would be in relation to 
'income' that was required to be taxed and not in relation to assets. This issue also relates to the concept 
of limitation of time for taxing the income. It is on this ground a valid argument is raised that if any asset, 
investment or expenditure is identified then there cannot be any tax liability with respect to that asset, 
investment or expenditure if income from such asset has been created arose at a period which is barred 
by limitation. This reveals that any asset declaration law with respect to income tax is actually an act to 
provide a reduced rate or amnesty from tax for the 'income' that remained undisclosed and untaxed and is 
presently held in the form of assets or investment or has been spent, termed as 'unexplained 
expenditure'. If this concept is properly appreciated than there will no confusion about the immunity for the 
income that is not yet required to be disclosed. In short, for income tax purposes, asset declaration law is 
effectively a reduced rate of tax for tax undisclosed income. Under the repealed Income Tax Ordinance, 
1979 a special section 59D was inserted in 1997 to provide for tax on undisclosed income which is 
generally termed as 'amnesty scheme'. Scope of section 59D and other past laws has very limited scope. 
The present asset declaration law does not emanate from Income Tax Ordinance, 2001. It emanates from 
a special legislation that overrides the Income Tax Ordinance, 2001. This special law has more strength 
than the income tax legislation and as stated earlier this is the first time that Pakistan as a state has 
introduced a specific law on foreign asset declaration. 
 
Why a special law? 
 
Foreign exchange laws There is a relevant question why there was a need for special Foreign 
Asset Declaration law. There is a strong rationale and basis for it. Firstly, in the case of assets located in 
Pakistan there is no issue relating to foreign exchange laws. If any local asset remains undisclosed then it 
is definitely exposed to income tax provisions, however, there is no involvement of foreign exchange 
regulations. Whereas in the case of foreign assets, the owner of the assets or investment in addition to 
tax questions is also required to answer the following questions: 
 
(i) Wherefrom such foreign asset has been created i.e. where the income has been earned; and if earned 
outside Pakistan then whether such income was necessarily required to be repatriated to Pakistan under 
the Pakistan's foreign exchange regulations? 
 
(ii) If the amount from which such assets have been created has been earned in Pakistan then whether or 
not such amounts were transferred outside Pakistan through means allowed under the foreign 



regulations? 
 
Many Pakistanis take both these questions for granted and consider that asset declaration law is a tax 
amnesty issue. The first point to consider is that there is effectively no 'time limitation' under the Pakistan 
foreign exchange regulations. Secondly, unlike the general perception Protection of Economic Reforms 
Act, 1992 does not provide answer to both the questions in regular course. So a lot of foreign assets held 
by Pakistani citizens are totally exposed for prosecution. 
 
The asset declaration law was necessitated to overcome the two aforesaid issues, with respect to assets 
held outside Pakistan. This could not have been done under any scheme or provision similar to those 
introduced in the past under the income tax laws. 
 
There are many persons holding undeclared foreign assets where there is no income tax issue inter alia 
on account of time limitation and other reasons. 
 
These people on the basis of incomplete knowledge do not come forward for declaration for the reason 
that they are not fully aware of defaults they have already made in relation to exchange laws. In many 
cases, they are not completely or properly advised. In this regard, it is also important to note that the two 
aforestated primary questions have nothing to do with 'Money Laundering Provisions'. Proper 'white 
money' can be exposed to serious consequences if the aforesaid two questions remain unanswered. 
 
There had been serious confusion about the ownership of foreign assets in relation to compliance of 
foreign exchange regulations that necessitated one time compliance scheme in the form of asset 
declaration law. The window of opportunity has been created that has to be availed. State Bank of 
Pakistan is reasonably equipped under the law to handle this non-compliance after the expiry of time 
period. 
 
Corporate regulations There are many corporate regulations including recently introduced Section 
452 of the Companies Act, 2016 that requires disclosures by the shareholder of 'beneficial ownership' in 
that company and other foreign company held by the citizens of Pakistan. Notwithstanding the merit of 
that section in the corporate regulations there are many cases of non-compliance of corporate laws 
regulations by the persons being citizens of Pakistan. That non-compliance could not have been 
overcome unless there is a special foreign asset declaration law overriding other laws for the time being 
in force. This shortcoming will be resolved by appropriate disclosure under the Asset Declaration Law. 
Same is the case with 'Benami Laws'. 
 
Conclusion The aforesaid brief comments reveal that there is a need to differentiate between 
traditional amnesty scheme as was made in the past and a special all-encompassing overriding foreign 
asset declaration law. This law is in line with international guidelines issued by OECD for 'One Time 
Compliance Scheme'. There is a need for proper understanding of overriding effect of this special law for 
the correction of errors, omission, mistakes and incorrect understanding in the past. Tax is an important 
component of the whole process, however, it is important to ensure compliance of other regulations 
where penalties are more severe and there is no time limitation against any action. 
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