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Khilji & Co (Chartered Accountants) is pleased to present Firm’s 
Newsletter. The only purpose of this document is to provide 
updated information to our clients about recent circulars/ 
notifications issued by various authorities during this month and 
also to provide our clients with information on latest useful 
decisions of appellate courts. The information provided in this 
document should only be used in conjunction with professional 
opinion from tax/ legal advisor and checked for updated position 
of law. This document as a whole or its any part should not be 
reproduced in any form without prior written approval from Khilji 
& Co. This newsletter is distributed free of cost to our clients only. 
We humbly request our readers to please provide us the most 
valuable comments to make this more informative and useful. It 
has always been a pleasure to be of service to our clients. 
 
EDITORIAL GROUP: 

1. Mr. Hussain Mehmood   Principal Editor 
2. Syed Asim Habib    Section Editor 

 
 

Plot 2, Mezzanine Floor, Khumrail Plaza, I&T Center Street 22, Sector G-8/4, Islamabad. 
Tel: +92 51 2253303-6, Fax +92 51 2253307, Email: sharif.khilji@khilji.net.pk, Website:www.khilji.net.pk 

 
 



Plot 2, Mezzanine Floor, Khumrail Plaza, I&T Center Street 22, Sector G-8/4, Islamabad. Tel: +92 51 2253303-6,  
Email: sharif.khilji@khilji.net.pk, www.khilji.net.pk, https://www.facebook.com/khiljiandco/,  
https://www.linkedin.com/in/khilji-and-co-chartered-accountants-982b73143/ 

 

KHILJI AND CO                                                                                               NEWSLETTER 
Chartered Accountants  

JULY - 2018 

 

 2 
 
 
 

 

 

 

 

INLAND REVENUE APPELLATE TRIBUNAL (ITAR) : STA NO.407/IB/2017 
 
Two members bench decision 
 
The appeal was filed by a company named Fauji Foods Limited pertaining to tax year 2012 to 
2016. The issued raised was whether any sub ordinate officer can issue show cause notices of 
which Commissioner is authorized with specific regard to provisions of section 11(2) of the sales 
tax act 1990. The learned bench rejected the stance of the department that the assumption of 
jurisdiction is with reference to the delegation of power by relying on the Lahore High Court 
Judgment cited as PTCL 2018 CL. 199. 
 
The finding of honorable Lahore High court is as follows 
 
‘’5. It may be pointed out that initially a set of writ petitions was reserved for orders on 22.09.2017. 
However, subsequently a number of writ petitions were filed on the same subject matter whereupon a 
request was made by Mr. Sarfraz Ahmad Cheema, the learned Advocate for the respondents to hear further 
arguments. Be that as it may, during the course of arguments, this Court was informed that a learned Single 
Judge of this Court has already allowed writ petition No. 37259 of 2016 titled ‘’M/s. Hamza Nasir Wire v. 
Federation of Pakistan etc.’’[now reported as PTCL 2018 CL. 182] on 08.12.2017 on the same issue which 
was involved in this and connected writ petitions. The copy of order dated 08.12.2017 has been made 
available to this Court which show that by relying upon the judgment reported as Zaver Petroleum 
Corporation Limited through Director. Islamabad v. Federal Board of Revenue through Chairman FBR, 
Islamabad and another 2016 PTD 2332, the issue has been decided in favour of the petitioners by holding as 
follows:- 
 
‘’In view of above, these petitions are allowed. The impugned show cause notices are allowed. The impugned 
show cause notices are hereby set aside. It is made clear that fresh show cause notices by the Commissioner 
Inland Revenue as conferred by Notification--1  and Notification dated 01.03.2011 may be issued if the 
Commissioners so deem fit under the circumstances.’’ 
 
‘’7…………Therefore, it is very clear that the law intends for an Officer of Inland Revenue to exercise only 
those powers and discharge such duties as are conferred or imposed under the provisions of the Act and none 
other…….. It flows indubitably that neither FBR nor the Chief Commissioner or the Commissioner can 
confer any power on an officer of Inland Revenue which is not so conferred upon him by the letter of the law 
………. What is conferred by section 30 on either FBR, the Chief Commissioner or the Commissioner is 
merely the power to prescribe the functions to be performed by them. For example, subsection [2A] of section 
30 gives the power to the Board to direct that the Chief Commissioner Inland Revenue shall perform their 
functions in respect of such persons or classes of persons of such area as the Board may direct. 
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Therefore, what is being conferred on the Board is merely the power to delineate and prescribe the 
respective functions to be performed by the Chief Commissioners and that too in respect of certain 
category of persons or classes of persons and no more…………… By reading section 31 and section 30 
together, the ineluctable conclusion is that the powers to be exercised by an Officer C of Inland Revenue is 
prescribed by law and cannot be conferred by the Board or the Chief Commissioner. However, for 
administrative purposes, the Board, Chief Commissioner or Inland Revenue or the Commissioner of 
Inland Revenue may prescribe and direct certain functions to be performed by officers subordinate to them 
in a certain manner and in respect of such persons or classes of persons of such areas as they may choose 
to prescribe………… The power that was exercised by the Commissioners which is now being used as 
delegated power by the various Officers of Inland Revenue to issue the impugned show cause notices, has 
been derived through subsection [3] of section 30 of the Act, 1990 which has been brought forth above. 
However, subsection [3] does not, by any stretch of imagination, confer on the Commissioner a power to 
delegate to an officer subordinate to him such power at his whim that he deems fit to do so under the 
circumstances. Those powers can only be conferred by law and not by the Commissioner Inland Revenue 
and the only authority that vests in the Commissioner Inland Revenue is to bifurcate the functions to be 
performed by officers subordinate to him and that too in respect of such persons or classes of persons as he 
may direct 8. The tenor of Notification-I and Notification-II also shows that FBR intended for the Chief 
Commissioners and Commissioners of Inland Revenue to perform all administrative functions and 
coordination as given in the Column-4 of the Table in those notifications. Therefore to that extent the 
Commissioner’s power to confer those functions on officers subordinate to him stood taken away and his 
power to do so in respect of the subject matter of Notification-I and Notification-II has been curtailed. This 
effectively means that in respect of the persons or classes of persons or cases or classes of causes as 
specified in Notification-I only the Commissioner of Inland Revenue mentioned in these Notifications will 
exercise the power and those functions cannot be delegated by those Commissioners of Inland Revenue 
However, since a notification indeed has been issued by FBR for the exercise of powers under Section 30 of 
the Act, the ineluctable conclusion is that FBR intended those powers to be exercised by the 
Commissioners of Inland Revenue to the exclusion of all other Officers of Inland Revenue and that intent 
of FBR cannot be set at naught by the respective Commissioner Inland Revenue by further delegating 
those power. More importantly, the Notification-I did not confer a power to delegate on the 
Commissioners concerned and although the Notification—II refers to the Notification—I, it does not 
convey an impression that the act is being performed in the delegated exercise of powers.’’ 
 
The court has gone through the said order and is in respectful agreement with the reasoning of the learned 
Single Judge in setting aside the show cause notices issued to the petitioners. Since the issue raised in this 
writ petition and connected writ petitions has already been decided by a learned Single Judge of this Court 
as stated above, this court is bound to follow the said order. In the circumstances, this writ petition and 
connected writ petitions are allowed on the same terms as mentioned in order dated 08.12.2017 passed in 
writ petition No. 37295 of 2016. Consequently, the show cause notices impugned in this writ petition and 
connected writ petitions are set aside.’’ 
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 “In a nutshell, these methods differ only in the timing. It has been held by the superior courts that where 
mercantile system of accoutns is maintained, such deductions are admissible. In the light of arguments of 
learned AR and the decisions of superior appellant forum, it is held that addition under this head was not 
justified and same is accordingly deleted” 
 
The excerpt of the learned ATIR placing reliance on the above mentioned judgment is as 
follows 
 
Since, the issue regarding assumption of jurisdiction u/s 11[2] of the Act by subordinate officer by 
Commissioner Inland Revenue   under the delegation of powers already stands decided by the Honourable 
Lahore High Court and has been followed in many judgments of this Tribunal. Therefore, by respectfully 
following the above mentioned ratio settled by their Lordship, we are left with no other alternative except to 
annul the impugned assessment order on the legal plane of jurisdiction by way of acceptance of instant 
appeal. Since the appeal is being decided on the legal ground of jurisdiction and relief has been provided to 
the appellant, the other grounds taken by him are not being adjudicated. The appeal is allowed. 
 
Supreme Court of Pakistan : Civil appeal No. 682 etc of 2008 
 
The order decided the question of time limit under section 11 & 36 of the Sales Tax Act, 1990 
confirming the power of Commissioner/Collector to extend any such period. Further, with 
reference to the section 74, the honorable Court confirmed that the FBR or any Commissioner if 
authorized so by the FBR, may extend the date for any case or class of cases in following words 
 
“For the reasons to be recorded later and without in any manner limiting our jurisdiction to appropriately 
enlarge the scope of the detailed judgment, we hold that the provisions of Section 11 and the erstwhile 
Section 36 of the Sales Tax Act, 1990 (the Act) are mandatory in nature. The Collector/Commissioner has 
the power to extend the time within which an order under either of the Sections supra is to be passed; 
besides, such time can also be extended in a particular case or class of cases by the Federal Board of Revenue 
(or the Commissioner if empowered by the said Board) as per the provisions of Section 74 of the Act. In the 
light of the above, all these petitions (except Civil Appeals No.733/2010 and 1507/2006) are dismissed on 
the above question of law.” 
 
 



Plot 2, Mezzanine Floor, Khumrail Plaza, I&T Center Street 22, Sector G-8/4, Islamabad. Tel: +92 51 2253303-6,  
Email: sharif.khilji@khilji.net.pk, www.khilji.net.pk, https://www.facebook.com/khiljiandco/,  
https://www.linkedin.com/in/khilji-and-co-chartered-accountants-982b73143/ 

 

KHILJI AND CO                                                                                               NEWSLETTER 
Chartered Accountants  

JULY - 2018 

 

 5 
 
 
 

 COMMENTARY ON SINDH HIGH COURT JUDGEMENT: ITRA NO. 140 OF 2012 
DECIDED ON NOVEMBER 06, 2017 
 
Brief Facts: 
 
The reference application was filed by the Commissioner Inland Revenue (CIR), Zone-II, LTU, 
Karachi against the order of the honorable Appellate Tribunal Inland Revenue (ATIR) Karachi 
order bearing ITA No. 640/KB of 2011 (Tax Year 2005) for deciding question of law as per 
appellants understanding against the respondent M/s Independent Newspaper Corp. (Pvt) 
Ltd., Karachi. 
 
The taxpayer filed an extension in time application requesting one month extension for filing of 
income tax return for tax year 2005 which was granted. However, as the audit of the accounts of 
the taxpayer was still pending, another application for extension in time was filed which was 
neither rejected nor the taxation officer passed any adverse order in this respect. The taxpayer 
presumed that the application has been accepted and filed the return on May 18, 2006. The 
taxation officer later charged the taxpayer with penalty u/s 182 of the Income Tax Ordinance for 
late filing of the Income Tax return. 
 
Being aggrieved the taxpayer filed appeal before the Commissioner Inland Revenue (Appeals)- 
CIR(A), Karachi who accepted the appeal and vacated the order of the taxation officer. The 
Department filed appeal before ATIR that confirmed the treatment of the learned CIR (A) on the 
basis that the taxpayer was right in presuming that the requested extension has been granted in 
absence of any order passed by the taxation officer in terms of Section 119 (3) & (4) of the 
Income Tax Ordinance. Being aggrieved the Deptt. Filed this appeal before the honorable high 
Court. 
 
The honorable High Court confirmed the treatment of CIR(A) and ATIR by placing reliance on 
ITRA No. 654/2010 by Division bench of Sindh High Court in following words: 
 
“In view of hereinabove facts and circumstances of the instant case, and the legal position, which has 
emerged from perusal of the provision of Section 119(3) & (4) of the Income Tax Ordinance, 2001, as well 
as the decision of this Court in the aforesaid Income Tax Reference Application, we are of the considered 
opinion that the respondent cannot be held liable to imposition of penalty under section 182 of the Income 
Tax Ordinance, 2001 for extended period.” 
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NOTIFICATIONS / CIRCULARS 
 
A. FBR General Order 

 
Introduction 
The newly issued Sales Tax General Order No. 144 of 2018 dated July 12, 2018 has suppressed the sales tax 
General Order No. 119 of 2017 dated August 02, 2017 in terms of sub rule (2C) of Rule 58H of the Sales Tax 
Special Procedures Rules, 2007. 
 
Brief Commentary 
The above mentioned Order describes the procedure to be followed for adjustment of sales tax paid at import 
stage on the specified categories of remeltable iron and steel scrap. This Oder is applicable ONLY for Steel 
Mills which are not  operated by sugar mills or other persons using self-generated electricity under rule 58H 
of the said Rules and steel melting and rerolling units which have opted to pay sales tax on ad valorem basis 
under rule 58Ma ibid. 
 
Applicability and Admissibility  
 
Said order is explained as under: 
Quote "The adjustment procedure under sub-rule (2C) of rule 58H of the Sales Tax Special Procedure Rules, 2007 shall 
be applicable only to such steel melting units (hereinafter referred to as "entitled steel melters") which are paying sales 
tax through their electricity bills in the manner prescribed in sub-rule (2) of rule 58H ibid. Steel mills operated by sugar 
mills or other persons using self-generated electricity under rule 58H of the said Rules and steel melting and rerolling 
units which have opted to pay sales tax on ad valorem basis under rule 58Ma ibid shall not be entitled to this adjustment 
procedure. Adjustment shall be admissible allowed only on import of re-meltable iron and steel scrap under PCT 
Headings 7204.3000,7204.4100 and 7204.4990 (hereinafter referred to as "specified scrap categories"). The adjustment 
shall be allowed only to the extent of sales tax, paid at import stage on the specified scrap categories allowing 5% 
wastage" Unquote 
 
Please click below to read the original Order: 
http://khilji.net.pk/wp-content/uploads/2018/07/20187131073548369STGO144of2018-1.pdf 
 
B. ICAP Circular  
 
The Institute of Chartered Accountants of Pakistan has issued Circular 7 of 2018 dated July 13, 2018. Through 
this Circular ICAP has issued amendments to the Revised Accounting and Financial Reporting Standard for 
Small-sized Entities (Revised AFRS for SSEs). These amendments have been approved by Accounting 
Standards Board (ASB) on July 3, 2018. 
 
Broadly, these amendments have been made to synchronize the accounting treatment and presentation of 
revaluation surplus on property, plant and equipment prescribed under the Revised AFRS for SSEs with the 
Companies Act 2017 and other financial reporting standards (i.e. IFRS and IFRS for SMEs). 
 
These amendments are applicable to those companies who are preparing financial statements under the 
Companies Act 2017, for the period ended on or after June 30, 2018. Subsequently, any change in the 
company's accounting policy for revaluation surplus of property, plant and 
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equipment shall be accounted for and disclosed in accordance with the requirements of the Revised AFRS for 
SSEs. 
 
Please click on the link(s) mentioned, to read the complete amendments and above mentioned Circular. 
http://khilji.net.pk/wp-content/uploads/2018/07/Amendments-to-Revised-AFRS-for-SSEs-1.pdf 
http://khilji.net.pk/wp-content/uploads/2018/07/Circular-No.7-of-2018-Amendments-to-Revised-AFRS-for-SSEs.pdf 

 
C. ICAP Circular  
 
Institute of Chartered Accountants of Pakistan, ICAP, has issued Circular 8, Illustrative Financial Statements 
and Disclosure Checklist prepared in accordance with the International Financial Reporting Standard for 
Small and Medium-sized Entities (IFRS for SMEs) and fifth schedule to the Companies Act 2017. 
 
This document and attached Circular is essential to understand regarding the presentation and disclosure 
requirements of IFRS for SMEs and fifth schedule to the Companies Act 2017 and in preparation of statutory 
financial statements of medium sized companies. 
 
Please click below to view both circular and detailed document 
 
http://khilji.net.pk/wp-content/uploads/2018/07/Circular-No.-8-of-2018-Illustrative-Financial-Statements-and-Disclosure-
Checklist-in-accordance-with-IFRS-for-SMEs-fifth-schedule-of-the-Companies-Act-2017.pdf 
http://khilji.net.pk/wp-content/uploads/2018/07/Illustrative-Financial-Statements-for-Medium-Sized-Companies-.docx.pdf 

 
 
D. FBR General Office Order 
 
Introduction 
Federal Board of Revenue has issued General Office Order ref: 5/93-STB/2018/89721-R dated July 23, 2018. 
 
Commentary 
The Office order bearing number 5/93-STB/2018/89721-R dated July 23, 2018 is an office order containing the 
brief commentary on sales tax and FED measures introduced through Finance Act, 2018. The said measures 
have been discussed in detail in our Tax Memorandum. However, the same may be useful being brief 
document and contains official directions for Chief Commissioners of IR & Customs. 
 
 
Link of Original General Office Order 
http://khilji.net.pk/wp-content/uploads/2018/07/SalesTaxExciseDutyCircular.pdf 
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E. FBR Notification 
 
Introduction 
Federal Board of Revenue has issued notification ref: SRO 887/(I)/2018 dated July 23, 2018. 
 
Commentary 
The said SRO issued is giving effect to the decisions taken in Economic Coordination Committed (ECC) in 
meeting held on May 31, 2018 for considering the financial matters arising after the 31st amendment in 
Constitution of Islamic Republic of Pakistan. The said effects have been discussed in detail in our newsletter 
for June 2018 (available at our website). Accordingly, the areas previously regarded as FATA/PATA have 
been included in the scope of Income Tax Ordinance, 2001 and are subject to compliance of its provisions 
relating to taxability of income, withholding etc. The above mentioned SRO grants exemption in following 
manner: 

1. The profits and gains of Individuals, if they become registered with FBR by September 30, 2018 
2. The profits and gains of an AOP or Company, if they become registered with FBR by September 30, 

2018. Also the AOP or Company should be existing and registered offices are in the aforesaid areas 
3. The provisions (relating to withholding) as contained in Division III of Part V of Chapter X and 

Chapter XII of the Ordinance including withholding tax on salary. Interestingly the exemption 
includes person working in the aforesaid areas whether residing in the said areas or outside. 

 
Link of original notification 
http://khilji.net.pk/wp-content/uploads/2018/07/SRO887of2018.pdf 
 
F. FBR Notification 
 
Introduction 
Federal Board of Revenue has issued notification ref: SRO 888/(I)/2018 dated July 23, 2018. 
 
Commentary 
The said SRO issued is giving effect to the decisions taken in Economic Coordination Committed (ECC) in 
meeting held on May 31, 2018 for considering the financial matters arising after the 31st amendment in 
Constitution of Islamic Republic of Pakistan. The said effects have been discussed in detail in our newsletter 
for June 2018 (available at our website). Accordingly, the areas previously regarded as FATA/PATA have 
been included in the scope of Sales Tax Act, 1990 and are subject to compliance of its applicable provisions. 
The above mentioned SRO grants exemption to the residents of aforesaid areas in following manner: 

1. Exemption from sales tax and extra tax (ST Special Procedure Rules, 2007) to supply of electricity to 
domestic, commercial and Industrial consumers including retailers 

2. Exemption available to only those industrial consumers who have set up industries prior to May 31, 
2018 and commercial production started on or before the said date 

3. No refund and adjustment will be available from the date of assent given by the President to the 
Constitution (twenty fifth Amendment) Act, 2018 

 
Link of original notification 
http://khilji.net.pk/wp-content/uploads/2018/07/SRO888OF2018.pdf 
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Federal Board of Revenue has issued notification ref: SRO 889/(I)/2018 dated July 23, 2018. 
 
Commentary 
The said SRO issued is giving effect to the decisions taken in Economic Coordination Committed (ECC) in 
meeting held on May 31, 2018 for considering the financial matters arising after the 31st amendment in 
Constitution of Islamic Republic of Pakistan. The said effects have been discussed in detail in our newsletter 
for June 2018 (available at our website). Accordingly, the areas previously regarded as FATA/PATA have 
been included in the scope of Sales Tax Act, 1990 and are subject to compliance of its applicable provisions. 
The above mentioned SRO grants exemption to the residents of aforesaid areas in following manner: 

 Exemption from sales tax to the production and supply of goods by industrial units located therein 
 Exemption available to only those industrial consumers who have set up industries prior to May 31, 

2018 and commercial production started on or before the said date 
 No refund and adjustment will be available from the date of assent given by the President to the 

Constitution (twenty fifth Amendment) Act, 2018 
 
Link of original notification 
http://khilji.net.pk/wp-content/uploads/2018/07/SRO889OF2018.pdf 
 
G. FBR Notification 
 
Introduction 
Federal Board of Revenue has issued notification ref: SRO 890/(I)/2018 dated July 23, 2018. 
 
Commentary 
The said SRO issued is giving effect to the decisions taken in Economic Coordination Committed (ECC) in 
meeting held on May 31, 2018 for considering the financial matters arising after the 31st amendment in 
Constitution of Islamic Republic of Pakistan. The said effects have been discussed in detail in our newsletter 
for June 2018 (available at our website). Accordingly, the areas previously regarded as FATA/PATA have 
been included in the scope of Sales Tax Act, 1990 and are subject to compliance of its applicable provisions. 
The above mentioned SRO grants exemption to the residents of aforesaid areas in following manner: 

1. Exemption from sales tax to supply of goods (reference has been made to sub-section 9 & 9A as well i-
e including exemption from electricity and reporting requirement) to retailors 

2. No refund and adjustment will be available from the date of assent given by the President to the 
Constitution (twenty fifth Amendment) Act, 2018 

Link of original notification 
http://khilji.net.pk/wp-content/uploads/2018/07/SRO890OF2018.pdf 
 
H. ICAP Circular 
 
Institute of Chartered Accountants of Pakistan, ICAP, has issued Circular 9 the Accounting Guide on 
‘Financial Reporting under the Companies Act 2017 Your Questions Answered’ and Disclosure Checklists 
for the Fourth and Fifth schedule of the Companies Act 2017. 
Professional Commentary 
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The Institute’s Technical Services Department on the instructions of the Accounting Standards Board has 
prepared following Accounting Guide and Disclosure Checklists with the objectives to facilitate members in 
understanding and responding to the questions relating to the new financial reporting regime of the 
Companies Act, 2017 and preparing financial statements accordingly. 
 
Accounting Guide titled “Financial Reporting under the companies Act 2017 – Your Questions Answered 
 
This accounting guide has been prepared to support you in understanding the significant accounting and 
financial reporting matters emanating from the Companies Act. The guide provides: 

1. An overview of new financial reporting regime under the Companies Act 2017; 
2. Answers the number of common questions about, and implications of , the new financial reporting 

requirements; 
3. List of IFRSs (standards and interpretations) that are newly applicable for June 30, 2018; and 
4. List of the IFRSs not adopted in Pakistan and the specific exemptions from the IFRSs allowed by SECP 

and SBP 
 
Disclosure checklists of fourth and fifth schedules of the Companies Act 
These guidelines contain disclosures requirements of fourth and fifth schedules only to assist in 
understanding and documenting disclosure requirements of the aforementioned schedules. 
 
Please click below to read the original Circular and subsequent document 
http://khilji.net.pk/wp-content/uploads/2018/07/Circular-No.-9-of-2018.pdf 
http://khilji.net.pk/wp-content/uploads/2018/07/Financial-Reporting-under-the-Companies-Act-2017-Your-questions-
answered.pdf 
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 BLOG OF THE MONTH 
 
Khilji & Co, Chartered Accountants has initiated a host of programs to enhance the skills of its professional 
team. We strongly believe that learning is a continuous process. Every individual has its own way of 
thinking and interpreting experiences into words.   
 
KCO has provided its professional team a platform in shape of KCO website to showcase their talent 
dynamics. Each member of the team has been asked to write his blog. Starting from this month, KCO will 
publish one selected blog as a whole in its monthly Newsletter. 
 
For the Month of July 2018, the Blog which is being selected was written by Mr. Abdul Hafeez, Senior 
Manager Taxation and Corporate Services.   
 
DOUBLE TAXATION AND TAX TREATIES 
 
Double taxation occurs where residence country and source country impose tax on the same source. Thus 
double taxation is described as the imposition of income tax by two (or more) tax jurisdictions on the same 
taxpayer in respect of same taxable income. To curb this problem a tax treaty is signed which is a formally 
concluded and approved agreement between two independent nations (bilateral treaty) or more than two 
nations (multilateral treaty) on matters concerning taxation, normally in written form. 
 
Purpose of tax treaty 
 
The states goal for entering into a tax treaty often include reduction of double taxation, eliminating tax 
evasion, and encouraging cross-border trade efficiency. It is generally accepted that tax treaties improve 
certainty for tax payers and tax authorities in their International dealings. Thus the basic idea behind tax 
treaties is to achieve relief from double taxation, setting out taxing rights of countries and prevent tax 
evasion and avoidance. 
 
Standard Clauses of Double Taxation Treaties  
 
Double taxation treaties contain ‘articles’ divided into chapters and parts covering various areas. Residence 
article is the most important provision in the double taxation treaty. It determines the person who can claim 
the benefit of the treaty. Residence status is determined by the domestic law of the county. It is possible that 
a person may be resident of more than one state. Companies that have dual residence will be resident in one 
of them based on the effective management. Tax authorities may regard the place of effective management 
as being the place where day to day management of company is carried on. 
 
Other important articles of Double taxation treaties include taxes covered, permanent establishment, 
business profits, associated enterprises and articles covering various heads of income covered under treaty. 
 
Treaty Evolution procedure 
When a DTA is proposed, the two countries will start off with a model convention, which is an outline 
containing the standard articles and clauses of a double taxation agreement. The countries start negotiations 
according to their list of conditions and preferences.  
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 Thus the treaty is signed after concluding rounds of negotiations, compromises and trade-offs. This is the 
reason why every treaty is unique and the particular treaty must be referred to whenever an issue arises 
pertaining to the two countries. 
 
Model Conventions 
 
There are three model conventions for double taxation treaties namely the OECD (Organization for 
Economic Co-operation and Development) model convention; the UN (United Nations) and the US model 
conventions. 
 
Application of treaty 
Whenever cross-border transactions are required to be evaluated in the light of DTA, working knowledge of 
double taxation agreement is vital. First of all the applicable double tax treaty is determined and then 
relevant provisions and clauses are examined of that particular treaty. 
 
ABDUL HAFEEZ  
 
For more Blogs, please visit 
 
http://khilji.net.pk/category/blog/ 
 
SOCIAL MEDIA PRESENCE  
  
We at Khilji & Co, Chartered Accountants are fully aware of the fact that in this modern day and age 
connectivity is the key. Hence, we keep of striving for this through various social media forums. Please visits 
our pages and do provide your valuable comments. 
 
https://www.facebook.com/khiljiandco/ 
https://www.linkedin.com/in/khilji-and-co-chartered-accountants-982b73143/ 

 
 
  
 


