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RIAA Barker Gillette offers the full range of cor-
porate, commercial and dispute resolution legal 
services from offices in Pakistan’s major cit-
ies: Karachi, Lahore, Islamabad and Peshawar. 
With ten partners and over 40 associates, the 
firm is amongst the country’s largest practices. 
Its clients include multinational corporations, 
financial institutions, non-profit organisations, 
Pakistani conglomerates, private clients and 
government agencies. RIAA Barker Gillette is 
also the primary Pakistan contact for many ma-
jor international law firms. It has extensive ex-

perience of complex, cross-border work, and in 
advising across a number of industry and regu-
latory sectors. The firm is routinely called on to 
act on projects, M&A, private equity, corporate 
restructuring and tax advisory mandates, and 
on commercial disputes. In addition to maintain-
ing offices in London and Dubai (DIFC), RIAA 
Barker Gillette is the exclusive member firm in 
Pakistan for Lex Mundi, the world’s leading net-
work of independent law firms, with members in 
more than 125 countries.

Authors
Mayhar Kazi is a partner of 
RIAA Barker Gillette. He is 
based in Karachi and advises on 
regulatory and tax advisory 
matters, as well as corporate, 
competition, employment and 

investment law. His clients include major 
names in the banking, chemicals, 
commodities, consumer electronics, FMCG, 
insurance, management consultancy, 
petroleum, power and pharmaceutical 
industries, and he has extensively worked 
alongside major international law firms. He also 
represents clients in complex commercial 
disputes involving issues of arbitration, 
contract, company, energy, environmental, 
insurance, shipping and tax law. Mayhar has 
written for Bloomberg’s Tax Planning 
International Review and authored chapters on 
dispute resolution, investment and tax law in 
Pakistan for major international publications. 

Nadir Altaf joined RIAA Barker 
Gillette as a partner in 2008 and 
is based in Islamabad. He has 
over 25 years’ experience, 
specialising in project finance, 
energy, corporate/commercial, 

regulatory law and dispute resolution. Nadir 
previously worked at the Private Power and 
Infrastructure Board (PPIB), a federal 
government facilitative body for private 
investment in the energy sector, and the 
National Electric Power Regulatory Authority. 
His energy expertise includes the development 
of large hydro, thermal, solar and wind power 
projects. 
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1. Legal System

1.1 Legal System and Judicial Order
Pakistan is a common law jurisdiction, although 
its laws are largely codified. The laws relating 
to companies, contract and property are largely 
based on principles of English common law. Cer-
tain provisions of criminal law are based on prin-
ciples of Islamic law. Subjects such as marriage 
and the inheritance of property are matters of 
personal law, so the applicable law will depend 
on the religion of the individual concerned. 

Pakistan has an independent judiciary with a 
hierarchy of courts. Courts follow an adversarial 
system and precedent is binding. Judgments 
of lower courts are appealable to higher courts. 
There is no jury system, so all issues of fact and 
law are decided by judges. 

In general, courts of civil judges serve as the 
courts of first instance for civil matters, and 
courts of magistrates serve as the courts of first 
instance in criminal matters. Courts of district 
judges generally exercise appellate jurisdic-
tion. However, they also serve as courts of first 
instance for certain types of cases, such as 
defamation and, in Islamabad, in respect of civil 
claims valued at PKR50 million and above. One 
important exception is in the district of Karachi, 
where the High Court of Sindh has the original 
jurisdiction to hear civil claims valued at more 
than PKR65 million. This exception was recent-
ly challenged before the High Court of Sindh, 
wherein the provincial government has been 
directed to reconsider this exception to expe-
dite the settlement of an overwhelming back-
log of cases currently pending before courts in 
Pakistan.

In addition to the ordinary civil courts, Pakistan 
has set up various specialised courts and tribu-

nals that exercise jurisdiction over certain types 
of civil disputes, such as banking courts, rent 
courts, consumer courts and intellectual proper-
ty tribunals. There may also be an administrative 
division of cases among the various benches of 
a court.

Each of the four provinces (ie, Sindh, Punjab, 
Balochistan and Khyber Pakhtunkhwa) as well 
as the Islamabad Capital Territory have a High 
Court. While the High Courts generally exer-
cise appellate jurisdiction, they are conferred 
with original civil jurisdiction in certain mat-
ters, including company and banking cases, by 
way of statute. All the courts mentioned above, 
including all ordinary and specialised courts and 
tribunals, fall within the supervisory jurisdiction 
of one of the five High Courts in Pakistan. The 
High Courts also exercise constitutional juris-
diction, under which they can adjudicate chal-
lenges to the legality of actions of government 
authorities. Any party aggrieved by the actions 
of such authorities may petition the High Court 
for relief in the nature of the issuance of a writ. 
Businesses often invoke the constitutional juris-
diction of the High Court to challenge the legality 
of actions of regulatory authorities, government 
departments, state-owned enterprises and tax 
authorities.

The Supreme Court of Pakistan is the highest 
court of appeal, and its judgments are binding 
on all other courts. The Supreme Court also has 
original jurisdiction in matters of public impor-
tance involving the enforcement of fundamental 
rights guaranteed under the Constitution. 
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2. Restrictions on Foreign 
Investments

2.1 Approval of Foreign Investments
Pakistan has a liberal foreign investment regime, 
with all other sectors of the economy being open 
to foreign investment except arms and ammuni-
tions, consumable alcohol, currency and mint, 
high explosives, radioactive substances, and 
security printing. Notably, foreigners cannot 
acquire land without the permission of the fed-
eral or provincial government. There are upper 
limits on investment by foreigners in newspa-
pers (up to 25% subject to approval), broadcast 
media (49%) and airlines (49%) in Pakistan. 
There is no minimum requirement for the amount 
of foreign equity investment in any sector. Gen-
erally, foreign investments do not require any 
approval from the authorities, and the Foreign 
Private Investment (Promotion and Protection) 
Act, 1976 requires equal treatment to be given to 
foreign and domestic private investment. 

In early July 2023, in a renewed push to attract 
foreign investment, the federal government 
approved the Pakistan Investment Policy 2023 
(PIP 2023). Such policies do not have the force 
of law but are a statement of the government’s 
objectives in attracting foreign investment, its 
sectoral focus areas and its commitment to 
facilitating investment. The PIP 2023 reaffirms 
the government’s commitment to an open-
admission policy for foreign investment regime 
and the repatriability of profits. The announce-
ment of the PIP 2023 coincides with the creation 
of the Special Investment Facilitation Council 
(SIFC), whose apex body committee comprises 
the country’s civil and military leadership, with 
the aim of streamlining approval processes and 
facilitating policy reforms to create an investor-
friendly business environment. The SIFC has 
identified key sectors for prioritisation, includ-

ing IT, agriculture, mines and minerals, energy 
and defence production, and aims to achieve 
USD100 billion in foreign investment in the next 
three years. 

The recently enacted Foreign Investment (Pro-
motion and Protection) Act, 2022, as amended 
by the Foreign Investment (Promotion and Pro-
tection) (Amendment) Act, 2022 (the “FIPP Act”), 
allows the federal government to designate cer-
tain investments, sectors, industries or projects 
as a “qualified investment”. It provides that no 
investment will be notified as a qualified invest-
ment if the amount to be invested in Pakistan 
is less than USD500 million, unless there are 
specific reasons to be recorded by the federal 
government. The FIPP Act enables the promo-
tion and protection of qualified investments by 
providing investment incentives to such invest-
ments, such as regulatory exemptions, tax 
exemptions and various other concessions. The 
FIPP Act applies to all of Pakistan except for the 
Province of Balochistan, where it applies only 
to qualified investments in the Reko Diq mining 
project. 

Another recently enacted statute is the Inter-
Governmental Commercial Transactions Act, 
2022 (the “IGCT Act”), which provides an expe-
dited means for the federal government to 
approve, implement and give broad exemptions 
from regulatory compliance to commercial trans-
actions in pursuance of an agreement or MOU 
between the federal government and a foreign 
state. The IGCT Act contemplates commercial 
transactions between the federal government or 
state-owned entities and a foreign state or its 
nominated entity. For implementation, the IGCT 
Act allows the federal government to relax or 
exempt such commercial transactions from any 
“regulatory requirement or operation necessi-
tated by any law” and to issue directions to any 
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provincial government, government agency or 
authority for, inter alia, land acquisition, reset-
tlement, construction of access roads and utility 
services. 

A number of industries are governed by specific 
statutes that require licences to be obtained pri-
or to engaging in any regulated activity, including 
aviation, banking, electric power, finance, insur-
ance, oil and gas and pharmaceutical drugs. 
Both Pakistanis and foreigners must obtain such 
licences. 

Furthermore, depending on the nature and terms 
of the investment, investors may be required to 
obtain the approval of the Competition Commis-
sion of Pakistan under the provision of the Com-
petition Act, 2010 (please refer to 6. Competition 
Law for further detail). Again, the requirement for 
such approval is not specific to foreign invest-
ment. 

Foreign companies require approval from the 
Board of Investment to establish branch or liai-
son offices in Pakistan. In the case of foreign 
banks, approval for establishing a branch in 
Pakistan will be required from the central bank: 
the State Bank of Pakistan. Furthermore, foreign 
shareholders and directors of Pakistani compa-
nies are required to obtain security clearance 
from the Ministry of Interior (MOI). Foreign pro-
moters (other than Indian nationals or those of 
Indian origin) may proceed with the incorpora-
tion of companies, and foreign directors (other 
than Indian nationals or those of Indian origin) 
may assume office while the application for MOI 
clearance is in process. In the case of a refusal of 
security clearance, the foreign shareholder and 
director must take immediate steps to transfer 
shares or resign from office, as the case may be. 
Companies that have foreign subscribers/offic-
ers who are Indian nationals or of Indian origin 

will be incorporated after the receipt of security 
clearance.

2.2 Procedure and Sanctions in the 
Event of Non-compliance
As stated in 2.1 Approval of Foreign Invest-
ments, there is no general requirement for 
approval of foreign investments. Licences or 
approvals are required by persons seeking to 
engage in any activity that is regulated by a sec-
tor-specific law. The requirement for licences or 
approvals applies across the board, regardless 
of whether the investment is local or foreign. 

Please see 6.1 Merger Control Notification and 
6.2 Merger Control Procedure regarding the 
procedure for obtaining approval from the Com-
petition Commission of Pakistan. If approval is 
not obtained in respect of any transaction for 
which it is required, the Competition Commis-
sion of Pakistan can impose fines and, in appro-
priate cases, undo the transaction. In most cas-
es, the approval of the Competition Commission 
of Pakistan can be obtained within two months.

2.3 Commitments Required From 
Foreign Investors
As stated in 2.1 Approval of Foreign Invest-
ments, foreign investments in open sectors of 
the economy are not subject to approval. The 
federal government is obliged to notify invest-
ments that are eligible for incentives and pro-
motions under the FIPP Act as a “qualified 
investment” in accordance with the terms of the 
FIPP Act. Under the IGCT Act, for implementing 
inter-governmental commercial transactions, the 
federal government may approve exemptions 
or relaxations from regulatory compliance, and 
issue directions to other government authorities. 
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2.4 Right to Appeal
As stated in 2.1 Approval of Foreign Invest-
ments, foreign investments in open sectors of 
the economy are not subject to approval.

Appeals against orders of the Competition 
Commission of Pakistan may be filed with the 
Appellate Bench of the Commission within 30 
days of the order. Appeals against orders of the 
Commission made by a bench of two or more 
members and of orders of the Appellate Bench 
of the Commission may be made to be Com-
petition Appellate Tribunal within 60 days of the 
order. Orders of the Competition Appellate Tribu-
nal may be appealed within 60 days before the 
Supreme Court of Pakistan.

Decisions of the Board of Investment on applica-
tions for the establishment of liaison or branch 
offices by foreign companies are not appealable, 
nor are decisions of the MOI on applications for 
security clearance of foreign shareholders or 
directors. However, such decisions may be chal-
lenged in any of the High Courts of Pakistan by 
way of judicial review of executive actions. 

3. Corporate Vehicles

3.1 Most Common Forms of Legal Entity
Various kinds of corporate vehicles may be cre-
ated under Pakistan law, including companies 
and limited liability partnerships, all of which are 
regulated by the Securities and Exchange Com-
mission of Pakistan (SECP).

The Companies Act, 2017 allows for the crea-
tion of single member companies, private limited 
companies and public companies. The liability of 
members in each of these types of companies 
may be unlimited or limited by shares or guar-
antee. Furthermore, a single member company 

may be converted to a private company and 
vice versa, and a private company may be con-
verted into a public company and vice versa. All 
companies have separate legal personality and 
the right to sue and be sued, own property, and 
generally create legal relations with third parties. 

All companies are required to have directors, 
although the minimum number varies between 
single member, private and public companies. 
Only natural persons can be directors. Every 
company is required to have a chief executive 
officer. 

Single Member Companies
Single member companies can have only one 
shareholder, which may be a natural or juristic 
person. They are required to have at least one 
director. Compliance with the requirements of 
the Companies Act on matters requiring the 
approval of a general meeting of the members or 
meetings of the board of directors, as the case 
may be, may be made by recording the deci-
sion in the relevant minutes signed by the sole 
member or director(s). A single member com-
pany is best suited for situations where 100% 
of the shareholding is required to be maintained 
by a single person. 

Private Companies
Private companies are companies which by their 
articles: 

• restrict the right of members to transfer their 
shares in the company, except as otherwise 
provided in the Companies Act;

• limit the number of members to 50 (excluding 
persons who are in the employment of the 
company); and 

• prohibit any invitation to the public to sub-
scribe for the shares, if any, or debentures or 
redeemable capital of the company. 
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Private companies must have at least two mem-
bers and at least two directors. They are required 
to hold annual general meetings, at which the 
board of directors lays the financial statements 
before the members for adoption. Private com-
panies are the most common form of corporate 
vehicle in Pakistan. 

The sale of shares in private companies is sub-
ject to a statutory right of first refusal of the other 
members, which they may exercise in respect 
of shares proposed to be sold in proportion to 
their shareholding. Coupled with any other share 
transfer restrictions specified in the articles, this 
gives current shareholders the opportunity to 
retain ownership and control before any new 
shareholder can be inducted. Private compa-
nies are suited to businesses that do not require 
investment from the public, and to persons who 
wish to maintain control of their businesses. 
Many joint ventures are incorporated as private 
companies. 

Public Companies
Public companies are defined as companies that 
are not private companies. There is no maximum 
limit of shareholders of public companies, which 
are also entitled to invite the general public to 
subscribe to their shares. Their shares are not 
subject to any statutory restrictions on trans-
fer, except in regulated sectors such as bank-
ing. Public companies may be listed (where 
their shares are traded on a stock exchange) or 
unlisted. The minimum number of directors of a 
listed public company is seven, or three if unlist-
ed. The requirements for the holding of annual 
general meetings and the auditing of financial 
statements are the same as those applicable to 
private companies. However, listed companies 
are also required to audit quarterly accounts. 

Public companies are suitable for large infra-
structure and other greenfield projects, and for 
all businesses that require equity investment 
from the public or a large number of sharehold-
ers. Certain sector-specific laws, such as those 
governing insurance, stipulate that licences may 
be granted only to public companies. 

In terms of statutory compliance, single member 
and public listed companies fall at opposite ends 
of the spectrum, with the former having the least 
onerous requirements and the latter the most. 

Limited Liability Partnerships
Limited liability partnerships are regulated by the 
Limited Liability Partnership Act, 2017. They are 
rarely used as they are viewed as tax-inefficient 
corporate vehicles. 

3.2 Incorporation Process
The process for incorporating a company is pre-
scribed under the Companies Act and the Com-
panies (Incorporation) Regulations 2017, and is 
comprised mainly of the steps set out below.

Setting Up Online Accounts
Online accounts are required to be set up for 
each of the initial subscribers and directors of 
the proposed company. 

Accounts are generated automatically upon the 
submission of the requisite information to the 
SECP. In the case of non-resident persons, the 
setting up of accounts can take up to two days. 

Name Availability
An application for confirmation of availability 
of the proposed name of the proposed com-
pany must be made to the SECP through the 
online SECP account of any initial subscriber 
or proposed director. If the proposed name is 
available, an email confirmation is issued by 
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the SECP within two working days. The name 
remains reserved for 60 days. 

Incorporation
The subscribers apply to the SECP to incorpo-
rate the proposed company. Particulars of the 
proposed subscribers and directors are required 
to be submitted to the SECP online, together 
with constitutional documents. Companies are 
usually incorporated within one week of the 
submission of documents to the SECP. A “fast-
track” option is available whereby a company 
may be incorporated within two days upon the 
payment of enhanced fees. 

Security Clearance
If a company is incorporated with foreign share-
holders, directors and/or chief executive, secu-
rity clearance will have to be sought from the 
MOI. The application for such clearance must be 
made upon incorporation. The SECP proceeds 
with the incorporation of companies with foreign 
shareholders, directors and/or chief executive, 
and issues the certificate of incorporation and 
acknowledgements of filing, except in cases of 
persons of Indian nationality or origin. There is 
no prescribed timeframe for the processing of 
applications for security clearance; in practice, 
they can take anywhere from six months to two 
years. 

3.3 Ongoing Reporting and Disclosure 
Obligations
Companies are subject to various reporting and 
disclosure obligations. Statutory filings under 
the Companies Act are required to be made with 
the Registrar of Companies (RoC) and are pub-
licly accessible. These include the annual return, 
the appointment of or a change in officers, the 
issuance of new shares, significant transfers of 
shares, amendments to constitutional docu-
ments and all special resolutions passed by 

shareholders. All companies are required to 
maintain a register of ultimate beneficial owner-
ship and submit declarations of compliance to 
the RoC on an ongoing basis.

In terms of financial reporting, all companies are 
required to file copies of annual audited financial 
statements with the RoC, except private com-
panies whose paid up capital is not greater than 
PKR10 million. Listed companies are required 
to file quarterly audited accounts, to post them 
on their websites and to send them to the stock 
exchange. Listed companies are also subject 
to additional disclosure requirements under the 
Securities Act, 2015 and the rule book of the 
Pakistan Stock Exchange in respect of price-
sensitive information. 

3.4 Management Structures
Companies have a two-tier management struc-
ture in Pakistan, with the two principal decision-
making organs being: 

• the shareholders or members in the general 
meeting; and 

• the board of directors. 

The shareholders are the ultimate authority. 
Under the Companies Act, 2017, certain deci-
sions are required to be made by the share-
holders, including the election of directors, the 
adoption of financial statements, declarations of 
dividends, the appointment of auditors and the 
disposal of the undertaking of the company or a 
sizable part thereof or of its subsidiary. The arti-
cles of association of a company can broaden 
the scope of matters that require shareholder 
approval. 

The board of directors is responsible for day-
to-day management, including decisions 
regarding the issuance of shares, borrowing, 
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the investment of funds, the approval of finan-
cial statements, capital expenditure and major 
acquisitions. The board also appoints the chief 
executive officer of the company. 

3.5 Directors’, Officers’ and 
Shareholders’ Liability
Directors’ and Officers’ Liability
The Companies Act codifies directors’ duties, 
which include the duty to act in accordance 
with the company’s articles, to act in good faith 
to promote the objects of the company for the 
members as a whole, and in the best interests 
of the company and various stakeholders. Direc-
tors are required to avoid conflicts of interest, 
and to account for any undue gains to the com-
pany. Contraventions of such duties, without 
prejudice to other consequences, constitute 
an offence liable to a monetary penalty. Fur-
thermore, if a company carries on any business 
or transaction that is ultra vires, every person 
acting as an officer who is responsible for such 
action(s) is guilty of an offence carrying a sub-
stantial penalty, and is also personally liable for 
the consequences of such action. The Compa-
nies Act also sets out grounds on which a person 
may be disqualified from acting as a director, 
including persistent non-compliance with the fil-
ing requirements under the Companies Act and 
conducting business with a company of which 
they are a director in a manner that deprives the 
shareholders of a reasonable return. 

The vast majority of the provisions of the Com-
panies Act imposing liability for acts or omis-
sions of a company on its officers do so only 
towards those officers who are responsible for, 
authorise or permit them. 

The Companies Act protects independent and 
non-executive directors of listed companies and 
public sector companies by providing that they 

shall be liable only in respect of acts or omis-
sions that occurred with their knowledge and 
consent, or where they had not acted diligently. 

Shareholders’ Liability
As a general rule, the liability of members or 
shareholders (other than of an unlimited liability 
company) is limited to the extent of the amount 
of their shares or guarantee. In certain limited 
circumstances, courts disregard a company’s 
separate legal personality and may “pierce the 
corporate veil” in order to impose liability on 
shareholders. This is typically done where the 
shareholders have used the corporate structure 
to avoid liability for wrongdoing or to defraud 
creditors. Courts have always been cautious and 
circumspect in this regard. 

4. Employment Law

4.1 Nature of Applicable Regulations
Prior to the 18th Amendment to the Constitution 
in 2010, both Parliament (the federal legislature) 
and the Provincial Assemblies could enact leg-
islation on labour. Following the amendment, 
labour became an exclusively provincial sub-
ject, meaning that only the various Provincial 
Assemblies can enact legislation on the subject 
for their respective provinces, while Parliament 
can enact laws only for the federal capital terri-
tory. In practice, prior to the 18th Amendment, 
laws concerning labour and employment were 
mostly enacted by Parliament for application 
across Pakistan, and thus these laws were uni-
form across the country. Since the 18th Amend-
ment, the various provinces have enacted their 
own statutes, which are by and large the same 
statutes previously enacted by Parliament, with 
some modifications. 
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Legislation on labour and employment in Paki-
stan distinguishes between workers (also 
referred to as “workmen” under some laws) 
and other employees. An employee performing 
primarily skilled or unskilled, manual or clerical 
work is treated as a worker. Other employees 
regulated by labour law are those engaged in 
the business of an establishment, but excluding 
those whose roles are supervisory or manage-
rial. The laws relating to labour and employment 
afford greater protection to workers, and many 
such laws are applicable only to workers. Fed-
eral legislation applies only in the Islamabad 
Capital Territory and, on subjects such as indus-
trial relations, to trans-provincial establishments, 
which are employers employing workers in more 
than one province. 

Managers and Supervisors
There are no laws specifically regulating the 
employment of persons engaged as manag-
ers, supervisors or similar roles; their employ-
ment relationship is governed largely by their 
contracts of employment. Some statutes are 
generally applicable to employment, including 
the various provincial Shops and Establishments 
statutes, which require weekly holidays, working 
hours, overtime, wage periods, day care, leave 
and termination of employment. Please refer to 
4.3 Working Time for further detail. 

Workers
There are a number of statutes governing the 
employment relationship of workers. The con-
tracts of employment of workers cannot be 
inconsistent with the provisions of such statutes. 
The main statutes are: 

• Shops and Establishment Acts and Ordinanc-
es – as above;

• Standing Orders and Terms of Employment 
Ordinances and Acts, which govern the 

classification of workers and require terms 
and conditions of employment to be given in 
writing, specifying group incentive schemes, 
compulsory group insurance, the payment of 
bonuses, an employer’s liability for wages in 
the event of the stoppage of work, the closure 
of establishments, the termination of employ-
ment, misconduct and retrenchment; 

• Factories Acts, which apply to factories and 
make provisions for health and safety, daily 
and weekly working hours, weekly holidays, 
overtime, paid leave and the employment of 
adolescents; and 

• Industrial Relations Acts, which provide for 
the formation of trade unions, the determina-
tion of collective bargaining agents, the repre-
sentation of workers and their participation in 
management, strikes and lock-outs, collective 
bargaining agreements and the settlement of 
industrial disputes, as well as entitling work-
ers to apply for redressal of individual griev-
ances.

Certain terms of the employment relationship 
of workers may also be contained in collective 
bargaining agreements, which are negotiated by 
unions with employers and usually provide for 
employment benefits that are generally applica-
ble to workers employed in the establishment, 
including bonuses, allowances, enhanced health 
coverage and holidays.

4.2 Characteristics of Employment 
Contracts
Workers
Contracts for the employment of workers must 
be in writing and must contain job descriptions 
and terms and conditions. Such contracts can-
not impose obligations that are inconsistent with 
mandatorily applicable statutes. The primary 
statutes are mentioned in 4.1 Nature of Appli-
cable Regulations. 
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Managers and Supervisors
There are no requirements specifically applica-
ble to the employment contracts of employees 
who are not classified as workers. Such con-
tracts are not required to be in writing. For those 
employees in supervisory or managerial posi-
tions, where required, contracts also contain 
non-disclosure, non-compete and non-solicita-
tion provisions. 

Generally
In practice, most contracts of employment are 
written. They cover the roles and responsibilities 
of the employee, the duration of employment, 
remuneration and benefits, the obligation to 
abide by the HR policies framed by the employer 
and termination provisions. 

4.3 Working Time
There are no minimum working hours for salaried 
employees. The limits on daily and weekly regu-
lar and overtime working hours and for adults 
and adolescents vary between different parts of 
Pakistan, and are set out in the applicable Shops 
and Establishments/Terms of Employment legis-
lation, which applies to non-managerial employ-
ees of commercial and industrial establishments, 
and in the Factories Acts, which apply to work-
ers employed by factories. 

Shops and Establishments/Terms of 
Employment Legislation
Working hours
Adults can work nine hours per day (except in 
Khyber Pakhtunkhwa, where the limit is eight 
hours per day) and 48 hours per week. Adoles-
cents and young persons can work seven hours 
per day and 42 hours per week.

In Sindh and Khyber Pakhtunkhwa, adolescents 
are defined as persons between the ages of 14 
and 18, while in Punjab they are defined as per-

sons between the ages of 15 and 17. In Balo-
chistan and Islamabad Capital Territory, young 
persons are defined as persons between the 
ages of 14 and 17. 

Overtime
In Khyber Pakhtunkhwa, there is a limit of 24 
hours per week for adults; adolescents cannot 
work overtime. 

In Sindh, there is an annual limit of 150 hours 
of overtime work for adults and 100 hours for 
adolescents. 

In Punjab, there is a limit of 624 hours per year 
for adults; adolescents cannot work overtime. 

In Balochistan and Islamabad Capital Territory, 
the annual limit is 624 hours of overtime work for 
adults and 468 hours for young persons. 

Time of day restrictions
Under the Shops and Establishments/Terms of 
Employment legislation applicable across vari-
ous parts of Pakistan, establishments (which 
do not include factories) must be closed at 9pm 
in Khyber Pakhtunkhwa and 8pm in the rest of 
Pakistan. 

Records
Employers are required to maintain registers of 
employment and remuneration, for recording, 
inter alia, the number of hours of regular and 
overtime work. The legislation has not kept pace 
with the practice of remote work, which became 
common in the corporate sector during Paki-
stan’s COVID-19 lockdowns. 

Factories Acts
Working hours
Regular hours for adult workers throughout Paki-
stan are as follows: 
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• nine hours per day (including breaks) in non-
seasonal factories and ten hours in seasonal 
factories; 

• 48 hours per week in non-seasonal factories 
and 50 hours per week in seasonal factories; 
and 

• 56 hours per week where a worker is engaged 
in work that must, for technical reasons, be 
continuous throughout the day.

Overtime
There are no limits on overtime work in factories. 

Records
Employers are required to maintain registers of 
employment and remuneration, for recording, 
inter alia, the number of hours of regular and 
overtime work. 

4.4 Termination of Employment 
Contracts
Workers
Termination
Under the Standing Orders/Terms of Employ-
ment legislation, which applies to workers 
employed by commercial and industrial estab-
lishments other than factories, the employment 
of workers may be terminated only through giv-
ing notice in writing, stating the reason for such 
termination. Workers are entitled to challenge 
their termination (for any reason) as an individu-
al grievance, depending on the part of Pakistan 
in which they are employed, before either the 
National Industrial Relations Commission or the 
Labour Court. 

Where any worker is to be retrenched due to 
redundancy, the employer is required to first 
retrench the worker who is the last person 
employed in that category of workers. With 
respect to collective redundancy, employers 
are required to seek the permission of the gov-

ernment (in Sindh and Khyber Pakhtunkhwa) or 
the Labour Court (in the rest of Pakistan) before 
closing down an establishment or terminating 
the employment of more than 50% of the work-
ers, except in the event of fire, catastrophe, 
stoppage of power supply, epidemics or civil 
commotion.

Benefits
If the employment of a permanent worker 
(defined as a worker who has been employed 
for at least nine months) is terminated by the 
employer for any reason other than misconduct, 
the employer is required under the Standing 
Orders legislation to give one month’s notice or 
payment in lieu and payment in lieu of accumu-
lated unused leave, and to contribute to either a 
gratuity or a provident fund, as explained below. 

Gratuity
The employer is required to pay a gratuity, equiv-
alent to one month’s salary for every year of ser-
vice or part thereof exceeding six months. The 
gratuity is calculated on the basis of the salary 
paid to the worker in the last month of service.

Provident fund
If the employer has established a provident fund 
to which the employer and worker make match-
ing contributions, the employer is not required to 
pay a gratuity to that worker for the period during 
which the provident fund has been in existence. 
In Sindh and Khyber Pakhtunkhwa, the amount 
distributed from the provident fund must not be 
less than the amount of gratuity that would have 
been paid to the worker had there been no provi-
dent fund. 

Misconduct
Any worker terminated for misconduct that is 
proven in accordance with the law, after a proper 
inquiry at which the worker is given a right of 
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hearing, is not entitled to any gratuity except the 
amount standing to their credit in the provident 
fund, including the contributions of the employer 
to such fund. 

Practical aspects
It is common practice for a waiver and release 
from liability to be obtained by employers from 
workers whose employment is terminated at the 
time of the payment of benefits. 

Additional benefits introduced in Punjab and 
Balochistan
The laws regulating Shops and Establishments, 
Terms of Employment and factories, as applica-
ble in the province of Punjab, have been sub-
stantially amended to extend several additional 
protections to adolescents, such as restrictions 
on working overtime, fixation of work hours and 
the maintenance of a specific register relating to 
adolescents at the workplace. Furthermore, the 
Shops and Establishments law of Punjab has 
imposed obligations on employers to ensure that 
employees are: 

• properly vaccinated;
• not required to lift excessive weight;
• provided with a canteen facility; and
• provided with separate toilets for male and 

female employees.

Similarly, the province of Balochistan has recent-
ly introduced revised versions of the Factories 
Act and Shops and Establishments law, as appli-
cable to said province, incorporating extensive 
protections and benefits specifically for adoles-
cents. 

Managers and Supervisors
The termination of employment of other employ-
ees who fall within the ambit of labour laws 
requires either the employer or the employee 

to give one month’s notice in writing, or the 
employer to give payment in lieu thereof. 

In practice, employers obtain a waiver and 
release of liability and standard indemnities from 
employees who are not classified as workers 
whose employment is terminated. In appropri-
ate cases, employers also obtain non-compete, 
non-disclosure and non-solicitation undertak-
ings from employees on termination, where the 
contract of employment does not otherwise so 
provide. 

4.5 Employee Representations
The law requires workers to be represented, 
and to be consulted by management. There 
is no corresponding requirement in relation to 
employees who are not workers. 

The applicable legislation is the Industrial Rela-
tions Act, which has separately been enacted 
by every province and by the federal Parliament. 
It applies to workers who are employed in the 
Islamabad Capital Territory and by any employer 
that carries on business in more than one prov-
ince or territory of Pakistan. 

Unions and Collective Bargaining Agents 
(CBAs)
All Industrial Relations Acts entitle workers 
employed in an establishment or an industry to 
form and join a trade union. The purpose of trade 
unions is to regulate relations between workers 
and between workers and employers, and, in 
the case of unions in respect of industries, to 
impose restrictive conditions on the conduct 
of any trade or business. A trade union whose 
members comprise at least a specified propor-
tion (varying between 20% and 33%, depending 
on which Industrial Relations Act is applicable) 
of the total workers employed by the establish-
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ment is entitled to be registered as a CBA. The 
CBA’s role is to: 

• negotiate with the employer on the terms and 
conditions of employment;

• represent workers in any dispute with the 
employer;

• declare strikes; and 
• suggest names of workers for representa-

tion on the boards of trustees of provident 
funds and workers’ profit participation funds 
(required by legislation to be established 
by industrial undertakings that meet certain 
specified thresholds). 

Works Councils
Works councils are made up of representatives 
of the management and the workers, and are 
required to be established in every establish-
ment employing at least 50 workers. The council 
is a forum for discussions between management 
and workers on matters affecting the welfare of 
workers, such as working conditions, health and 
safety.

Workers’ Participation in Management of 
Factories
Workers in factories employing 50 or more per-
sons are entitled to nominate (where there is a 
CBA) or elect representatives to the manage-
ment committee. Such representatives have 
the right to participate in meetings of the man-
agement committee, except those that discuss 
commercial or financial transactions. Manage-
ment is required to seek the advice, in writing, of 
workers’ representatives before taking any deci-
sion regarding HR policies, changing physical 
working conditions, training, recreation and wel-
fare, regulation of working hours and breaks, and 
other matters relating to the conduct of workers 
at the factory. 

Joint Management Board
The Industrial Relations Acts applicable to Khy-
ber Pakhtunkhwa, Balochistan and the Islama-
bad Capital Territory and employers carrying on 
business in more than one province or territory of 
Pakistan require the management in every facto-
ry owned by a company and every other factory 
in which 50 persons are employed to set up a 
joint management board with at least 30% work-
er representation. The board is required to attend 
to matters relating to improving productivity and 
efficiency, remuneration methods and providing 
minimum facilities to workers employed through 
third-party contractors. The joint management 
board may call for information about the working 
of the company from management. 

5. Tax Law

5.1 Taxes Applicable to Employees/
Employers
Income Tax
Salary is defined under the Income Tax Ordi-
nance, 2001 (ITO) as any amount received by 
an employee from employment, whether of a 
revenue or capital nature. Salary is chargeable 
to income tax on progressive rates. For tax year 
2024 (1 July 2023 – 30 June 2024), the high-
est tax bracket applies to annual salaries of 
above PKR6 million. Under the ITO, employers 
are obliged to withhold tax from salaries paid to 
employees. 

Professional Tax
Persons engaged in any profession, trade, call-
ing or employment are required to pay profes-
sional tax to the provincial government. Compa-
nies are charged professional tax on the basis of 
their paid-up capital, while factories and certain 
commercial establishments are charged on the 
basis of the number of their employees. The 
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rates of tax for service providers are fixed. This 
tax is required to be paid annually. 

Social Security Contributions
Employers of workers (as defined in 4.1 Nature 
of Applicable Regulations) are required to con-
tribute to the Employees’ Social Security Fund. 
The prescribed contribution on the part of the 
employer is 6% of the wage limits determined by 
the government, with reference to the applicable 
minimum wage. 

Employees’ Old Age Benefits Contributions
Employers of workers (as defined in 4.1 Nature 
of Applicable Regulations) who employ at least 
five persons are required to contribute to the 
Employees’ Old Age Benefits Fund in respect of 
every worker in their employment. In provinces 
other than Sindh, the threshold for the appli-
cation of the Employees Old Age Benefit Act, 
1976 to an employer set up after 1 July 2006 
is the employment of 20 persons. The current 
prescribed rate of contribution for employers is 
5% of the minimum wage and 1% for workers. 

5.2 Taxes Applicable to Businesses
Companies are subject to a number of taxes, 
depending on the nature of their business. The 
major taxes levied are described below. 

Income Tax
A company resident in Pakistan is liable to pay 
the prescribed rate of income tax on its global 
income. The rate of tax applicable to the taxable 
income of a company in Pakistan (other than a 
banking company) is currently 29%, while the 
tax rate applicable to small companies is cur-
rently 20%.

High-earning persons including companies are 
also required to pay super tax on their total 
income, regardless of whether it is exempt from 

income tax, subject to final tax at a lower rate 
or earned from a business subject to a special 
regime of income tax (such as insurance, the 
exploration and production of petroleum, bank-
ing or the trading of listed securities). The rate of 
such super tax for tax year 2024 ranges from 1% 
to 10% of such total income on a sliding scale of 
PKR150 million to over PKR500 million.

Furthermore, the Finance Act 2023 levies an 
additional tax on any company that has made 
windfall income, profits or gains due to any eco-
nomic factor(s) during the three years preceding 
tax year 2023 and onwards. The federal gov-
ernment has been authorised to determine the 
business sectors to which such tax will apply 
and the rate of such tax, not exceeding 50% of 
such income, profits or gains. 

Certain kinds of income of a company are sub-
ject to income tax separately at lower rates of 
15–25%, such as dividend and interest income. 

In addition, companies are subject to with-
holding obligations on a number of payments, 
including payments for goods and services, 
interest, dividends, royalties to resident persons 
and payments to non-residents. Companies are 
also required to pay advance income tax when 
making a number of different kinds of payment, 
including for imports and electricity bills. Such 
taxes are usually adjustable against the tax liabil-
ity of the person from whose income they are 
withheld or collected. 

General Sales Tax
Sales tax (a value-added tax on the sale of 
goods) is levied under the Sales Tax Act, 1990 
at the rate of 18% (unless a different rate of tax 
is applicable thereto under the 1990 Act) on local 
supplies and the import of goods. 
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Sales Tax on Services
Sales tax on services is levied under provincial 
legislation on the provision and receipt of speci-
fied services within such province. The stand-
ard rates of sales tax on services range from 
13–16% of the value of service. For instance, 
in the province of Sindh, the sales tax on ser-
vice (other than the telecommunication sector) 
is chargeable at 13%. See 9.1 Upcoming Legal 
Reforms regarding the development of a uni-
fied tax return for sales tax on both goods and 
services. 

Customs Duty
Customs duty is leviable under the Customs Act 
1969 on goods that are imported into Pakistan. 
A regulatory duty under the Customs Act 1969 is 
also chargeable on certain goods imported into 
or exported from Pakistan. The rates of custom 
duty and regulatory duty on various goods are 
set out in the First Schedule of the Customs Act 
1969.

Excise Duty
Federal excise duty is levied under the Federal 
Excise Act 2005 on specified goods produced 
or manufactured in Pakistan, imported into 
Pakistan, manufactured in non-tariff areas and 
brought to tariff areas for consumption and on 
certain services. The general rate is 15%, except 
where otherwise provided in the Act. 

Infrastructure Cess
Each of the four provinces of Pakistan levy 
infrastructure cess under legislation enacted 
for that purpose on goods entering or leaving a 
province. In Punjab, such cess is also levied on 
goods manufactured, produced or consumed in 
the province. 

5.3 Available Tax Credits/Incentives
Income Tax Credits and Incentives
The ITO allows a tax credit for foreign income tax 
not exceeding the lesser of the foreign income 
tax paid and the amount of local tax payable 
on such income. Other tax credits are available 
under the ITO for the following, subject to appli-
cable requirements: 

• investment by greenfield industrial undertak-
ings engaged in manufacturing or ship-build-
ing in new machinery, buildings, equipment, 
hardware and software, except self-created 
software and used capital goods; 

• persons engaged in coal mining projects in 
Sindh supplying coal exclusively to power 
generation projects; and

• start-ups as defined in the ITO for the tax 
year in which the start-up is certified by the 
Pakistan Software Export Board and the next 
following two tax years.

Taxpayers are also allowed tax credits in respect 
of such withholding or advance taxes as may 
have been paid by them during the tax year 
and which are allowed to be adjusted under the 
terms of the ITO. 

Other incentives are available under the ITO, 
including most notably:

• an initial depreciation allowance of 25% in 
respect of new plant and machinery, which 
may be taken advantage of in the first year 
in which a person first uses this for purposes 
of business or the year in which commercial 
production is commenced, whichever is later; 
and

• a first-year depreciation allowance of 90% in 
respect of plant, machinery and equipment 
installed for the generation of alternate energy 
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by an industrial undertaking set up anywhere 
in Pakistan.

In addition, the Second Schedule to the ITO 
contains numerous specific tax exemptions or 
incentives that have been introduced over time 
to meet specific policy objectives of the federal 
government. For instance, the income of com-
panies establishing power generation projects 
in accordance with the policies of the federal 
government is exempt from taxation if certain 
conditions in the exemptions are complied with.

Special Economic Zones
Enterprises set up in special economic zones set 
up under the Special Economic Zones Act, 2021 
are entitled to the following benefits:

• a one-time exemption from customs duties 
and taxes on the import of plant and equip-
ment (except motor vehicle and their parts) 
into the zone for installation in the zone, 
subject to verification by the Board of Invest-
ment; and

• an exemption on taxes on income for zone 
enterprises for a period of ten years com-
mencing from the date of commencement of 
commercial production. 

Special Technology Zones
Profits and gains of zone enterprises are exempt 
from income tax for a period of ten years from 
the date a licence is issued by the Special Tech-
nology Zones Authority.

Export Processing Zones
Pakistan has also established export process-
ing zones. The incentives available to busi-
nesses established in these zones include the 
duty free import of machinery, equipment and 
material, and an exemption from sales tax on 
input goods, including electricity. Under certain 

conditions, zone enterprises are allowed to sell 
up to 20% of products manufactured by them 
to customers within Pakistan.

5.4 Tax Consolidation
Under Section 59AA of the ITO, a holding com-
pany and any wholly owned subsidiaries thereof 
may opt to be subjected to income tax as one 
fiscal unit. The facility of group taxation may only 
be exercised by companies that are incorporat-
ed in Pakistan.

5.5 Thin Capitalisation Rules and Other 
Limitations
The rules of thin capitalisation are provided 
under Section 106 of the ITO, which stipulates 
that, when the foreign debt to foreign equity ratio 
of a foreign-controlled resident company (at 
least 50% of the ownership of which is held by 
any non-resident person(s)) exceeds 3:1 at any 
time during a tax year, a deduction that would 
otherwise apply to the profit on debt (ie, interest) 
paid by the company in that year would not be 
allowed on that part of the debt which exceeds 
the foregoing ratio, and any amount in excess 
thereof would be included in the taxable income 
of such company. 

The above rule on thin capitalisation applies to 
all foreign controlled companies incorporated 
in Pakistan, excluding financial institutions or 
banking companies or branches of foreign com-
panies in Pakistan.

5.6 Transfer Pricing
Section 108 of the ITO read with Chapter 6 of 
the Income Tax Rules 2002 (the “2002 Rules”) 
sets out the rules in relation to transfer pricing 
that are applicable to transactions undertaken 
between associates or related parties in Paki-
stan. These rules confer on the Commissioner 
of the Federal Board of Revenue the power to 
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distribute, apportion or allocate income, deduc-
tions or tax credits between the associated or 
related persons as is necessary to reflect the 
income that the persons would have realised in 
an arm’s length transaction.

Under the 2002 Rules, the following methods 
may be followed by the Commissioner for the 
purposes of determining an arm’s length result:

• the comparable uncontrolled price method; 
• the resale price method; 
• the cost-plus method; or 
• the profit split method. 

5.7 Anti-evasion Rules
Anti-avoidance or anti-evasion rules are pre-
scribed under the ITO, Section 109 of which 
defines a “tax avoidance scheme” as “any 
transaction where one of the main purposes of 
a person in entering into the transaction is the 
avoidance or reduction of any person’s liability 
to tax under this Ordinance”.

For these purposes, “reduction in a person’s 
liability to tax” means a “reduction, avoidance 
or deferral of tax or increase in a refund of tax 
and includes a reduction, avoidance or defer-
ral of tax that would have been payable under 
this Ordinance, but are not payable due to a tax 
treaty for the avoidance of double taxation”.

Powers of the Commissioner
As part of the anti-avoidance rules, the Com-
missioner may determine a person’s liability to 
tax by: 

• recharacterising a transaction or a part there-
of that may have been entered into under a 
tax avoidance scheme; 

• disregarding a transaction for not having a 
substantial economic effect; 

• recharacterising a transaction where the form 
of the transaction does not reflect the sub-
stance; 

• disregarding an entity in Pakistan (for tax year 
2018 onwards) that, inter alia, has been set 
up as a part of tax avoidance scheme; or

• from tax year 2018 onwards, treating a place 
of business in Pakistan as a permanent 
establishment, if said place fulfils the condi-
tions specified in the definition of permanent 
establishment.

6. Competition Law

6.1 Merger Control Notification
Requirement to Obtain Clearance
Section 11(2) of the Competition Act, 2010 
requires clearance to be sought from the Com-
petition Commission of Pakistan (CCP) where 
an undertaking intends to acquire the shares or 
assets of another undertaking, or where two or 
more undertakings intend to merge the whole or 
part of their business, and meet the pre-merger 
thresholds prescribed under the Competition 
(Merger Control) Regulations, 2016 (the “Merger 
Regulations”).

The Competition Act applies to undertakings 
across the world and to all actions and matters 
that take place in Pakistan and distort compe-
tition in Pakistan. Therefore, clearance is not 
required to be sought in respect of an acquisition 
or merger that meets the pre-merger thresholds 
but to which the Competition Act does not apply.

Where a pre-merger clearance requirement 
applies, the merger parties may not proceed 
with the merger or acquisition unless clearance 
is obtained from the CCP. 
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Relevant Definitions
The term “merger” is defined to mean “the 
merger, acquisition, amalgamation, combination 
or joining of two or more undertakings or part 
thereof into an existing undertaking or to form 
a new undertaking; and the expression ‘merge’ 
means to merge, acquire, amalgamate, combine 
or join, as the context may require”. Further-
more, the term “acquisition” has been defined 
as “any change of control of any undertaking 
by way of acquisition of shares, assets or any 
other means”. 

Pre-merger Thresholds
Merger parties (excluding asset management 
companies, for which different thresholds apply) 
are not required to make an application for clear-
ance from the CCP unless:

• the value of gross assets of the undertaking, 
excluding goodwill, is not less than PKR300 
million, or the combined value of the under-
taking and the undertaking(s) whose shares 
are proposed to be acquired or the under-
takings being merged is not less than PKR1 
billion; or

• the annual turnover of the undertaking in the 
preceding year is not less than PKR500 mil-
lion, or the combined turnover of the under-
taking and the undertaking(s) whose shares 
are proposed to be acquired or the under-
takings being merged is not less than PKR1 
billion; and

• the transaction relates to the acquisition of 
shares or assets of the value of PKR100 mil-
lion or more; or 

• in the acquisition of shares by an undertaking, 
if an acquirer acquires voting shares, which – 
taken together with voting shares, if any, held 
by the acquirer – shall entitle the acquirer to 
more than 10% of voting shares.

If either of the first and second and either of 
the third and fourth thresholds listed above are 
applicable to the respective merger or acquisi-
tion and the Competition Act applies, it is neces-
sary to seek the approval of the CCP, unless the 
transaction is exempted under Regulation 5 of 
the Merger Regulations. 

6.2 Merger Control Procedure
Timing
Pre-merger applications are required to be filed 
by the undertakings concerned as soon as they 
agree in principle or sign a non-binding letter of 
intent to proceed with the merger. 

Forms and Filing Fee
The application is required to be made in the 
form prescribed by the CCP, along with all sup-
porting documents and payment of the requisite 
fee. The fee is set on a sliding scale in proportion 
to the turnover of the merger parties. The highest 
fee slab is PKR2.25 million and applies where 
the turnover of the merger parties exceeds 
PKR10 billion. 

First Phase Review and Timing
The CCP conducts a first phase review to make a 
preliminary assessment of whether the transac-
tion should be allowed. Under the Competition 
Act, the CCP is required to decide the applica-
tion within 30 days of receipt by issuing an order 
allowing the merger or initiating a second phase 
review, failing which the CCP is deemed not 
to have any objection to the merger. The CCP 
treats the 30-day period as commencing only 
upon receipt of a complete application and, as a 
matter of practice, considers the 30-day period 
to consist of 30 working days. As the CCP may 
request further documentation, thereby render-
ing the previously submitted application incom-
plete, parties ordinarily wait for the decision of 
the CCP. 
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Second Phase Review and Timing
If the CCP decides to initiate a second review, it 
may require the merger parties to provide further 
information. The CCP is required to decide the 
second review within 90 days of receipt of the 
requested information, failing which it is deemed 
that the CCP has no objection to the merger.

6.3 Cartels
Section 4 of the Competition Act applies to 
anti-competitive agreements and practices, 
which are defined as agreements or decisions 
in respect of the production, supply, distribu-
tion, acquisition or control of goods or the pro-
vision of services that have the object or effect 
of preventing, restricting or reducing competition 
within the relevant market. Under Section 4(1), 
such agreements and practices are prohibited 
unless exempted by the CCP.

Section 4(2) of the Competition Act provides an 
illustrative, non-exhaustive list of anti-compet-
itive agreements and practices, which include 
actions typical of cartels in relation to the pro-
duction, distribution or sale of goods or services, 
such as: 

• fixing prices and quantities;
• imposing other restrictive conditions;
• dividing markets;
• limiting technical development or investment; 

and 
• collusive tendering or bidding. 

Other anti-competitive agreements and practic-
es listed in Section 4(2) include making the con-
clusion of contracts subject to acceptance by 
the other parties of supplementary obligations 
which, by their nature or according to commer-
cial usage, have no connection with the subject 
of such contracts.

Under Section 9 of the Competition Act, the CCP 
may exempt anti-competitive agreements and 
practices that contribute substantially to pro-
duction or distribution, promoting technical or 
economic progress while allowing consumers 
a fair share of the resulting benefit, or whose 
benefits clearly outweigh the adverse effect on 
competition. 

6.4 Abuse of Dominant Position
The Competition Act prohibits any undertaking 
from abusing a dominant position. The “domi-
nant position” of one undertaking or several 
undertakings in a relevant market is deemed to 
exist if such undertaking(s) has or have the abil-
ity to behave to an appreciable extent indepen-
dently of competitors, customers, consumers 
and suppliers, and the position of an undertak-
ing will be presumed to be dominant if its share 
of the relevant market exceeds 40%. An abuse 
of dominant position is deemed to have been 
brought about, maintained or continued if it con-
sists of practices that prevent, restrict, reduce or 
distort competition in the relevant market.

Section 3(3) of the Competition Act provides the 
following non-exhaustive list of practices that 
constitute abuse of a dominant position:

• limiting production or sales, and implement-
ing unreasonable increases in prices or other 
unfair trading conduct; 

• price discrimination by charging different pric-
es for the same goods or services for differ-
ent customers in the absence of an objective 
justification that may justify different prices; 

• tie-ins, where the sale of goods or services 
is made conditional on the purchase of other 
goods or services;

• making conclusions of contracts subject to 
the acceptance by other parties of supple-
mentary obligations which by their nature or 
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according to commercial usage have no con-
nection with the subject of the contracts;

• applying dissimilar conditions to equivalent 
transactions for other parties, placing them at 
a competitive disadvantage; 

• predatory pricing, driving competitors out of a 
market, preventing new entry and monopolis-
ing the market; 

• boycotting or excluding any other undertak-
ing from the production, distribution or sale 
of any goods or the provisions of any service; 
and

• refusal to deal.

7. Intellectual Property

7.1 Patents
Patents are regulated under the Patents Ordi-
nance 2000, Section 7 of which stipulates that 
“an invention is patentable if it is new, involves 
an inventive step and is capable of industrial 
application”. 

Length of Protection
The prescribed term in respect of a registered 
patent is 20 years from the date of filing of the 
application for registration.

Registration of Patents in Pakistan
An application for registration of an invention for 
a patent may be filed at the Patent Office by 
submitting:

• the prescribed forms for regular applications 
and applications under the Paris Convention 
for the Protection of Industrial Property (the 
“Convention”); and

• the specifications of the invention. 

After the application is accepted, it is advertised 
in the official gazette. 

A notice of opposition may be filed by a third 
party opposing the patent application on the 
grounds set out under Section 23 of the Pat-
ent Ordinance. If no opposition is received, the 
applicant is required to file a prescribed form, 
after which the patent is “sealed” and granted 
to the applicant. 

Enforcement and Remedies
A patent holder may initiate proceedings of 
infringement at the Intellectual Property Tribunal 
against any person who unlawfully makes, sells 
or uses their duly registered patented invention 
or counterfeits it. In addition, in certain instanc-
es, patents may also be enforced by the Control-
ler of Patents. In suits involving the infringement 
of patents in Pakistan, the tribunal may grant, 
inter alia, damages, injunctions or accounts. 

7.2 Trade Marks
Trade marks are governed in Pakistan under 
the Trade Marks Ordinance 2001 read with the 
Trade Mark Rules 2004. The term “trade mark” 
is defined under Section 2 (xlvii) of the Ordinance 
as “any mark capable of being represented 
graphically which is capable of distinguishing 
goods or services of one undertaking from those 
of other undertakings”.

Length of Protection
A trade mark is registered for a period of ten 
years from the date of application, and is renew-
able for further periods of ten years.

Process for Registration of a Trade Mark in 
Pakistan
An application to register a trade mark of goods 
or services of a particular class may be filed with 
the Trade Marks Registry in the prescribed form, 
along with:
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• a cover letter requesting the registration of 
the proposed mark; 

• representation of the proposed mark; 
• an affidavit containing the prescribed under-

takings in relation to the proposed mark; and 
• a power of attorney by way of Form TM-48 if 

the applicant wishes to appoint an authorised 
agent for the registration of the proposed 
mark.

The registrar then examines the documents. 
After acceptance of the application, the pro-
posed mark is advertised in the Trade Marks 
Journal and subject to any opposition from any 
person, to which the applicant may respond 
within a period of up to one month. If any objec-
tion is filed, the Registrar at their discretion, after 
giving both the opponent and the applicant an 
opportunity to be heard, may either approve or 
reject the registration. Upon approval of the reg-
istration, the applicant is provided with a certifi-
cate of registration. 

Enforcement
A proprietor of a registered trade mark may 
institute proceedings against the infringement 
of their registered trade mark at the Intellectual 
Property Tribunal. Furthermore, the proprietor of 
a “well-known” trade mark in terms of the Con-
vention is also entitled to restrain by injunction 
the use in Pakistan of a mark that is identical 
or deceptively similar to the well-known trade 
mark: 

• in relation to identical or similar goods or ser-
vices, where the use is likely to cause confu-
sion; or 

• where such use causes dilution of the distinc-
tive quality of the well-known trade mark. 

Remedies
In suits involving the infringement of trade 
marks in Pakistan, the tribunal may grant reliefs 
of, inter alia, damages, injunctions, accounts 
or otherwise as are available in respect of the 
infringement of any other proprietary right. For 
well-known trade marks, the holder is entitled to 
injunction only. 

7.3 Industrial Design
The term “design” has been defined in the Reg-
istered Designs Ordinance 2000 as “features of 
shape, configuration, pattern ornament applied 
to an article by any industrial process or means, 
being features which in the finished article appeal 
to and are judged solely by the eye, but does 
not include a method or principle of construc-
tion or features of shape or configuration which 
are dictated solely by technical and functional 
considerations”. 

For the purposes of the 2000 Ordinance, the 
term “article” means “any article of manufacture 
and includes a part of an article if made and sold 
separately”.

Length of Protection
The prescribed term in respect of a registered 
design is ten years from the date of registration. 
The initial period of protection may be extended 
for a further two periods of ten years each. 

Procedure for Registration
A regular or Convention application may be 
made in a prescribed form (the Convention 
application must be filed within six months of the 
first application filed in the Convention country) 
at the Patent Office. Such application must be 
accompanied by the drawings, photographs or 
a specimen, an affidavit and a separate form if 
the design is in respect of any set of articles that 
will be made on the requisite form. A copy of the 
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representation or specimen of the design filed 
in the Convention country must be filed with the 
application or within three months of the appli-
cation. Upon acceptance of the application, the 
registrar supplies the applicant with a certificate 
of registration. 

Enforcement and Remedies
Any person aggrieved by infringement of their 
registered design may initiate proceedings 
against the infringer at the Intellectual Prop-
erty Tribunal. Relief available to the proprietor 
of registered designs includes injunctions and 
damages.

7.4 Copyright
Copyrights are governed by the Copyright Ordi-
nance 1962 read with the Copyright Rules of 
1967, in terms of which the term “copyright” 
entails exclusive rights in, inter alia, literary, dra-
matic or musical, artistic or cinematographic 
works. 

Length of Protection
Copyright in respect of any literary, dramatic, 
musical or artistic work (other than a photograph) 
published in the name of and within the lifetime 
of the author subsists for 50 years, starting from 
the beginning of the calendar year immediately 
following the year in which the author dies. In all 
other cases, the copyright in the works subsists 
for a period of 50 years from the beginning of the 
calendar year in which that work is published.

Steps for Registration of a Copyright in 
Pakistan
An application for registration of a copyright may 
be filed with the Registrar by way of a prescribed 
form. Upon submission, the application is exam-
ined by the Registrar. If such application pertains 
to artistic work, it is published by the applicant 
in a newspaper where the applicant resides or 

carries on business, whereafter the application 
remains open to any objection by any person on 
specified grounds for a period of 30 days from 
the submission of the application. Upon being 
satisfied with the particulars of the application, 
the Registrar registers the work of the applicant 
in the Register of Copyrights and issues a cer-
tificate of registration. 

Enforcement and Remedies
Copyrights may be enforced in Pakistan by way 
of filing a suit with the Intellectual Property Tri-
bunal. A proprietor may also approach the police 
to seize the infringing material. In suits involving 
the infringement of copyrights in Pakistan, the 
tribunal may grant reliefs of, inter alia, damages, 
injunctions, accounts or as are otherwise avail-
able in respect of the infringement of any other 
right.

7.5 Others
In addition to the IP rights discussed through-
out the rest of 7. Intellectual Property, Pakistan 
also recognises other intellectual property, such 
as layout designs of integrated circuits (pro-
tected under the Registered Layout-Designs of 
Integrated Circuits Ordinance, 2000) and plant 
breeders’ rights (protected under the Plant 
Breeders’ Rights Act, 2016).

However, rights to any information of a confiden-
tial nature (such as trade secrets) do not have 
statutory protection in Pakistan. Such rights 
may, however, be protected by contractually 
binding the persons to whom such information 
is disclosed.

The PIP 2023 sets out that the Intellectual Prop-
erty Organisation will establish a window for the 
facilitation of foreign investors, to assist compa-
nies in obtaining patents, trade marks and copy-
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rights, and to respond expeditiously to requests 
for enforcement of infringements.

8. Data Protection

8.1 Applicable Regulations
Data Protection
There is currently no generally applicable data 
protection legislation in Pakistan. 

The Prevention of Electronic Crimes Act 2016 
(the “2016 Act”) regulates various kinds of elec-
tronic crimes and mechanisms for investiga-
tion, prosecution and adjudication in relation to 
offences committed electronically. 

While the 2016 Act criminalises the unauthor-
ised access, sale, use and transmission of data, 
it does not specifically regulate the rights and 
obligations of controllers and processors of data 
in Pakistan. 

Disclosure of Information
The disclosure of personal information that has 
been obtained by any person as part of a law-
ful contract or otherwise in accordance with the 
law is also prohibited under the 2016 Act to the 
extent that such disclosure is made without the 
consent of the person concerned, or if such data 
is disclosed with the intent to cause – or knowing 
that it is likely to cause – harm, wrongful loss or 
gain to any person or compromise the confiden-
tiality of such data.

8.2 Geographical Scope
The 2016 Act extends to every citizen of Pakistan 
and to any act committed outside Pakistan by 
any person, provided that such act constitutes 
an offence in terms of the 2016 Act and affects 
any person or property located in Pakistan. 

8.3 Role and Authority of the Data 
Protection Agency
Pakistan does not currently have any enforce-
ment agency or authority with the specific pur-
pose of regulating and protecting data. The Fed-
eral Investigative Agency has been designated 
by the federal government to investigate offenc-
es prescribed under the 2016 Act. The Pakistan 
Telecommunication Authority has also been con-
ferred limited powers under the 2016 Act.

9. Looking Forward

9.1 Upcoming Legal Reforms
Development of Unified Tax Return for Sales 
Tax on Goods and Services
The power to tax is distributed between different 
levels of government in Pakistan. Federal taxes 
include customs duty, sales tax on goods and 
excise duty, and taxes on most income and cap-
ital gains are federal. Sales tax on services are 
provincial and are administered by each Prov-
ince’s tax administration body. The federal laws 
on sales tax on services apply only to Islama-
bad Capital Territory and are administered by the 
Federal Board of Revenue (FBR). Both sales tax 
on goods and sales tax on services are value-
added taxes whose input liability is inter-adjust-
able. However, as the taxes are administered 
by different authorities, each tax has different 
compliance requirements, including filings. Fur-
thermore, the prescribed forms for the returns do 
not make adequate provision for entering data 
regarding adjustable input taxes levied under 
other laws. The World Bank estimates that 87% 
of potential revenue remains uncollected due to 
a lack of harmonisation between the sales tax 
regimes in Pakistan. 

Following a Memorandum of Understanding in 
April 2021 between the FBR and each of the pro-
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vincial revenue authorities administering sales 
tax on services, the FBR launched the National 
Sales Tax Return (NSTR) portal in January 2022, 
where taxpayers will be able to file a single tax 
return for all sales tax on goods and services. 
The NTSR will be able to automatically apportion 
input tax adjustment as well as tax payments 
across the sales tax authorities. In order for the 
NTSR to become operational, Parliament and 
the provincial legislatures will need to amend 
their respective sales tax legislation to harmo-
nise definitions of goods and services, the prin-
ciples of taxation and the rules for determining 
place of supply. Despite the launch of the NTSR, 
taxpayers will continue to have to file separate 
sales tax returns with provincial authorities and 
the FBR until such legislation is enacted. Such 
legislation is yet to be introduced. 

An added complexity in provincial laws relating 
to sales tax on services is that each such law 
sought to tax services originating in the province 
and services received in such province provid-
ed by persons in other provinces. In the former 
case, the tax is paid by the service provider, and 
in the latter by the service recipient. This led to 
the anomalous situation where many kinds of 
services provided by a person in one Province to 
a person resident in another province were tax-
able at the full rate by each of the two provinces. 
This led to litigation and made the provision of 
services from one Province to another uncom-
petitive. To resolve this, pursuant to a decision 
of the National Tax Council, the federal govern-
ment and the provinces issued nearly identical 
Place of Provision of Services Rules determin-
ing the place of provision of specific services 
for the levy of related sales tax. These services 
include advertising, insurance and reinsurance, 
franchise services, intellectual property, licens-
ing services, the transportation of goods and the 
transmission of electric power. This is a positive 

development and will help to settle conflicts on 
the taxation of services provided from one prov-
ince to another. 

Data Protection Bill
The Prevention of Electronic Crimes Act 2016 
criminalises the misuse of personal data (includ-
ing personal data processed by a third party in 
its capacity as a service provider) without con-
sent (see 8. Data Protection), but there is cur-
rently no generally applicable data protection 
legislation in Pakistan. 

The Ministry of Information and Technology has 
finalised the Personal Data Protection Bill 2023 
(the “PDP Bill”), but it is yet to be passed by the 
Parliament.

If and when enacted, the PDP Billshall provide 
for and regulate the processing of personal data, 
confer rights on data subjects and restrict data 
controllers from processing personal data with-
out the consent of the data subject. The PDP 
Bill proposes the establishment of a National 
Commission for Personal Data Protection with 
the power to, inter alia, seek information from 
data controllers in respect of data processing 
and impose penalties for non-compliance and 
non-observance of data security practices and 
order a data controller to take such reasonable 
measures as it may deem necessary to remedy 
any failure to implement the provisions of the 
PDP Bill once promulgated. 

Trade Marks (Amendment) Bill 2023
The lower house of Parliament (ie, the National 
Assembly) recently passed the Trade Marks 
(Amendment) Bill 2023, which amends the 
Trademarks Ordinance 2001. The Bill is current-
ly pending approval of the Senate. The amend-
ments proposed through the Bill will, inter alia, 
allow conformity with the Protocol Relating to 
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the Madrid Agreement Concerning the Interna-
tional Registration of Marks (the “Madrid Proto-
col”), which has been ratified by Pakistan.

Once promulgated into an Act of Parliament, the 
Bill will incorporate necessary provisions to the 
Ordinance to enable local proprietors in Paki-
stan to seek registration of their respective trade 
marks in the relevant contracting states that are 
signatories to the Madrid Protocol, by filing a 
unified application of registration, subject to the 
provisions of the Ordinance. Foreign entities 
will also have the ability to designate Pakistan 
in their applications for the recognition of their 
respective trade marks in the country through 
the International Bureau of the World Intellectual 
Property Organization.

Green Pakistan Initiative
In July 2023, the federal government launched 
the Green Pakistan Initiative. The official details 
of the project are not yet publicly available, but 
from the limited information in the public domain 
it appears that the Green Pakistan Initiative aims 
to attract approximately USD40–50 billion of 
investment in the next five years, including for-
eign direct investment in the agricultural sector. 
The focus of the Green Pakistan Initiative will be 
to revolutionise the agriculture sector by promot-
ing modern contemporary technology, collabo-
ration between the public and private sectors, 
and the trickling down of dividends to the local 
farmers.
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