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 Section 65B was inserted into the Income Tax Ordinance 2001 vide 

Finance Act 2010 and it conferred a tax credit for investment, provided 

that the requisite investment and installation of the pertinent plant and 
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machinery took place within a specified time. The time frame was 

extended from time to time through amendments to the provision through 

respective Finance Acts. Post the Finance Act 2018 the benefit was 

statutorily stated to remain in effect till 30th June 2021 and provided for a 

ten percent tax credit for qualifying companies. Vide Finance Act 2019, the 

provision was varied and the time period was abridged to expire on 30th 

June 2019 and in addition thereto for the tax year 2019 the quantum of the 

tax credit was curtailed to five percent.  

 

 The Petitioners have challenged the constitutionality of section 65 B 

of the Income Tax Ordinance 2001, as amended vide the Finance Act 

2019, inter alia, upon grounds that past and closed transactions cannot be 

reopened; vested rights created through a specific provision cannot be 

rescinded by amendment of the same provision; while construing a 

provision intending a retrospective effect, and dealing with vested rights, 

the words used therein cannot be stretched to include matters that do not 

fall within the plain language thereof; and that the provision in its present 

form was confiscatory in nature. 

 
 Arguments heard. For reasons to be recorded later and subject to 

what is set out therein by way of amplification or otherwise, these petitions 

are allowed in terms of and to the extent restricted herein below: 

 
1. Section 65B(2) of the Income Tax Ordinance 2001 is read to reflect 

that the provisions of sub-section (1) shall apply if the plant and machinery 
was purchased before the 30th day of June 2019 and installed before the 
30th day of June 2021. 

 
2. Subject to the foregoing, section 65B(3) of the Income Tax 

Ordinance 2001 is read to reflect that the amount of credit admissible 
under this section shall be deducted from the tax payable by the taxpayer 
in respect of the tax year in which the plant or machinery, under reference, 
is installed. 

 
3. The determination of whether the purchase and installation, of the 

pertinent plant and machinery, was concluded within the period specified 
supra shall be undertaken by the department in respective proceedings 
pending or initiated there before. 

 
4. Notwithstanding the foregoing, the 1st proviso to section 65B(1) of 

the Income Tax Ordinance 2001, inserted vide Finance Act 2019, is 
hereby struck down. 
 

 The office is instructed to place copy of this order in each of the 

listed petitions. 
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JUDGE 
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