DOING BUSINESS IN PAKISTAN
DBI GUIDE QUESTIONS
1. MAIN FORMS OF COMPANY/BUSINESS IN PAKISTAN
An entrepreneur has choice among several forms for carrying out business.
a) Sole proprietorship–individual businesses
b) Association of Persons (Partnerships)–
There are three types of partnerships:
• Ordinary partnerships
• Limited partnerships
• Partnerships at-will
A foreign person can become a partner subject to certain conditions
c) Limited Liability companies – Private (Pvt. Ltd) or Public (listed or unlisted).
According to the Companies Ordinance 1984, there can be three different types of companies:
• A company limited by shares
• A company limited by guarantee
• An unlimited liability company

2. SPECIFIC TAX CONCERNS RELATED TO ESTABLISHING A COMPANY
After completing registration of company with SECP, a bank account in the name of the company needs to
be opened for tax purposes.
•
•
•

apply for national tax number (NTN) at the tax facilitation of the Regional Tax Office (RTO)
of the Federal Board of Revenue (FBR) and register for income tax
apply for sales tax number (STN)at the tax facilitation center of the Regional Tax Office (RTO)
of the Federal Board of Revenue (FBR)
register for Professional Tax with the Excise & Taxation Department of the District

There might be certain tax reliefs available for newly established company subject to certain
detailed conditions.

3. LEGAL ISSUES RELATED TO ESTABLISHING A COMPANY
Company registration is carried via Securities and Exchange Commission of Pakistan (SECP) online or in
person. After checking availability of desired name via SECP website, applicant proposes name of company
and submits application either on website or in person. After a confirmation email or courier from SECP
applicant has to pay name reservation and incorporation fees at assigned banks (MCB or UBL).
To complete
•
•
•
•

registration (online or in person at SECP) following documents are required:
Form 1: Declaration of compliance
Form 21: Identification of the location of the office
Form 29: Particulars of directors, secretary, chief accountant, auditors, and others
One copy of the Memorandum and Articles of Associations with the signature of each member
(in presence of a witness)

After this, a bank account in name of company needs to be opened for tax purposes. Then apply for national
tax number (NTN), register for income tax, apply for sales tax number (STN), register for Professional Tax
with the Excise & TaxationDepartment of the District, register with the Social Security Institution, register
with Employees Old-Age Benefits Institution (EOBI)and finally register CEO at SECP.
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4. CULTURAL CONCERNS RELATED TO ESTABLISHING A COMPANY
Though Pakistan has experienced several periods of political and religious unrest both inside and outside its
borders, it is a country with a rich and unique culture, which protects its traditions while also trying to reinvent itself to the wider world. In order to comprehend the social and business culture in Pakistan, a
thorough understanding of Pakistan’s values and attitudes is essential

5. DEFINITION OF A PERMANENT ESTABLISHMENT
Permanent establishment, in relation to a person, means a fixed place of business through which the
business of the person is wholly or partly carried on, and includes –
1. A place of management, branch, office, factory or workshop, premises for soliciting orders, warehouse,
permanent sales exhibition or sales outlet, other than a liaison office except where the office engages in
the negotiation of contracts (other than contracts of purchase);
2. A mine, oil or gas well, quarry or any other place of extraction of natural resources; an agricultural,
pastoral or forestry property;
3. A building site, a construction, assembly or installation project or supervisory activities connected with
such site or project but only where such site, project and its connected supervisory activities continue
for a period or periods aggregating more than ninety days within any twelve-months period;
4. The furnishing of services, including consultancy services, by any person through employees or other
personnel engaged by the person for such purpose
5. A person acting in Pakistan on behalf of the person hereinafter referred to as the agent other than an
agent of independent status acting in the ordinary course of business as such, if the agent –
(i)
Has and habitually exercises an authority to conclude contracts on behalf of the other person;
(ii)
has no such authority, but habitually maintains a stock in-trade or other merchandise from
which the agent regularly delivers goods or merchandise on behalf of the other person; or
6. Any substantial equipment installed, or other asset or property capable of activity giving rise to income.

6. DEFINITION AND MAIN DIFFERENCES BETWEEN A BRANCH AND A
SUBSIDIARY
A branch office is considered to be an extension of the parent company and is not considered a separate
legal entity. This means that the entity is not considered to be separate from the owners by taking the form
of a limited liability company or a corporation. Since a branch is not a separate legal entity,
its liabilities extend to the company owning it, meaning the company can be sued in a legal matter.
Unlike a branch, a subsidiary has its own legal status; therefore, it is considered as a separate legal entity.
Subsidiary conducts its own business operations and liabilities, and legal claims cannot be passed on to the
parent. Making a substantial investment in an unknown market can be a significant risk that many
companies are not willing to take. This risk can be mitigated by acquiring an already established corporation.
If the parent company purchases a stake that exceeds 50% in another company or allowing the parent to
exert control, the latter becomes a subsidiary of the parent.

7. TAX AND ACCOUNTING OBLIGATIONS
All types of business organizations registered under Income Tax Ordinance 2001 and Sales Tax Act 1990,
will pay tax at official rates mentioned in law as per their nature of business and applicability of rates and
will follow all accounting requirements described in tax laws and companies act.

8. REGISTRATION FORMALITIES
All types of entities doing business in Pakistan will register under Income tax ordinance 2001, Sales Tax Act
1990 and Companies Act 2017 and other relevant acts on the basis of their business and will ensure
compliance with all applicable rules and regulations prescribed in related laws.
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9. STANDARD LEGAL OBLIGATIONS AND FORMALITIES FOR A BRANCH
Branch Office is established by a foreign company to fulfill its contractual obligations with the public or
private sector in Pakistan. Their activity will be restricted to the work mentioned in the agreement / contract
signed. However they cannot indulge in commercial / trading activities.

10. MAIN LEGAL STEPS TO FOLLOW TO HIRE A FIRST EMPLOYEE
The company will
a. Register in social security and compensation funds.
b. Have a contract signed by both employer and employee under labour laws
c. Register the employee under social security and compensation funds.

11. DESIGN AND CONTENTS OF AN EMPLOYEE CONTRACT
The company will draft the employment contract on the basis of their requirements fulfilling all labour laws
regulations with consultation of lawyers.

12. CAN SOMEBODY DO BUSINESS FOR ME AND NOT BE AN EMPLOYEE?
Companies can hire through independent contractor that act as a middle-man. That means hiring and firing
goes through middle-man. Therefore, the company protects itself from the benefits that are usually provided
to the employee.
The jurisprudence in Pakistan has not yet evolved to define independent contractor as separate from an
employee, outside the definition of workman. The definition of independent contractor remains limited as,
what appears to be, a sub-section of those employees defined as “workman”.
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