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COMMENTARY ON ISLAMABAD HIGH COURT (IHC) : I.T.R. 1 OF 2013 DATED 
15-01-2018 
 
COMMENTARY ON APPELLATE TRIBUNAL INLAND REVENUE (ATIR) I.T.A. 
NO. 487/KB OF 2017 DATED 13-12-2017. 
 
NOTIFICATIONS / CIRCULARS 
 
BLOG OF THE MONTH 
 
SOCIAL MEDIA PRESENCE 

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 
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Islamabad High Court (IHC) : I.T.R. 1 of 2013 dated 15-01-2018 
 
Two members bench decision: 
The appeal was filed by an E & P company against the order of the honorable ATIR No. 521/IB/2012. 
 
Issues decided: 

 
1) Sale of Working interest: 

 
The Company sold its working interest in “Mirpur Khas” & “ Khipro” concessions. The Company’s AR stance 
was that the sale represents a “sale of immovable property” as the interest sold was in respect of immovable 
property. 
 
While the Department treated the above transaction as of “intangibles” in terms of Sec 24(11). 
The Court rejected the stance of both and directed the gain to treated as “Income from Other sources” and to 
be taxed. 
 
“It is obvious from the above survey of the provisions of the Act of 1948, read with the Petroleum Rules, 1986 and the Ordinance 
of 2001, that the gain accrued to the applicant Company from the consideration received for the sale or assignment of its share of 
Working Interest was definitely taxable income. It was indeed not the sale of an asset or leasehold rights in respect of an immovable 
property. The nature of the transaction did not attract the provisions of the Ordinance of 2001 relating to immovable property. It 
was an income which would either fall under clause (c) or clause (d) of section 11(1). The learned counsel, despite his able assistance, 
could not show that the income received from the sale or assignment of the Working interest could be treated as a ‘capital asset’ in the 
context of section 37 of the Ordinance of 2001. The learned counsel for the Department also could not make out a case that the sale 
or disposition of the share in the Working Interest was income relating to profit and gain of business carried out by the applicant 
Company sot that it could be treated as ‘income from business’ for the purpose of section 18 of the Ordinance of 2001. It was, 
therefore, an income which was not included in any of the heads of income specified in clause (a) to (d) of section 11(1) and 
consequently fell under clause(e) i.e. income from other sources and thus chargeable to income tax under section 39 read with section 4 
of the Ordinance of 2001. The applicant Company had also classified the said income in its relevant return showing it as ‘income 
from other sources’ and yet it was not offered for tax. It is also an admitted position that the income derived from the sale, 
dispossession or assignment of a Working Interest and falling under the heads of ‘income from business’ or ‘income from other 
sources’ is not exempt under section 53 and 54 of the Ordinance of 2001. The applicant Company was, therefore, liable to pay 
income tax on the income received from the sale or assignment of its share of the Working Interest under the head income from other 
sources having regard, inter alia, to the deductible allowances prescribed in Part IX of Chapter III of the Ordinance of 2001.” 
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1.  
 
 

 
2) Effect of freezing clause: 

 
The AR argued that the Company was protected through freezing clause in terms of Article 29.6 of the PCA. 
However, the honorable High Court rejected this claim too on placing reliance on number of cases leading to 
conclusions that  
 
“it is exclusive domain of the legislature to make laws or to repeal, amend and revise existing statutory enactments”, 
“it is an accepted principle of interpretation of the statutes that subsequent legislation on the same subject would, by necessary 
implication, repeal the earlier law to the extent of their mutual inconsistency or repugnancy.” ; and 
“The provisions of Section 54 of the Ordinance of 2001 is irreconcilably inconsistent with Section 3B of the Act of 1948 or the 
Ordinance of 1979. From the explicit language used in section 54 of the Ordinance of 2001 it is obvious that the legislature 
intended to substitute and impliedly repeal section 3B of the Act of 1948.” 
 

3) Jurisdiction u/s 122(5A)&(9) 
 

The AR argued that the Additional Commissioner Inland Revenue was not authorized to exercise power and 
jurisdiction in terms of Section 122(5A) & (9) as the power lies to the Commissioner Inland Revenue.  
The above-mentioned stance has also been rejected in following words: 
 
“The power vested in Commissioner under section 122(5A) were delegated by the latter to the Additional Commissioner Inland 
Revenue pursuant to jurisdiction vested under section 210(1A) of the Ordinance of 2001. The show cause notice issued and the 
subsequent order in original was passed by the Additional Commissioner Inland Revenue who was vested with jurisdiction under 
section 122(5A) read with section 210(1A) of the Ordinance of 2001.” 
 
Points to ponder: 
 
The Working Interest has not been considered by Court related to the “Immovable property” in the above- 
mentioned transaction on the basis that no right related to possession of immovable property has been 
created. The working interest has been held to be in nature of “license”. However, the stance of tax 
department to treat the working interest as “intangible” opens two possibilities i.e. (i) intangible against which 
amortization is charged and thus claimed as a deduction from taxable income which is not the case; and (ii) 
the intangible against which no amortization is charged, thus a capital asset and accordingly its disposal may 
be treated in like manner. The detailed analysis & discussion about definition of intangible may have provided 
further insight into the reasons for this decision. Moreover, the dismissal of freezing clause argument could 
lead to litigation in the International Court by the Non-resident Company.      
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Appellate Tribunal Inland Revenue (ATIR) I.T.A. No. 487/KB of 2017 dated 13-12-2017. 
 
The appeal was filed by M/s Abdullah Enterprises, Faisalabad against the order of the Commissioner IR 
(Appeals) order No. 506/2016 dated 26-08-2016 in favor of respondents i-e M/s Hazara Efficient Gas, 
Karachi. 
 
Brief facts: 
 
The applicant has adjusted input tax worth Rs. 1,271,187/- during the financial year commencing from 1st July-
2011 ending on 30th June-2012. Based on the said omission and irregularities, adjudication proceeding were 
initiated by the taxation officer by way of issuance of show-cause notice dated 09-02-2016 under section 11(2) 
of the sales tax Act, 1990 for recovery of adjusted amount of input tax besides penalty on account of non-
production of record and late-filling of sales tax returns. Resultantly, adjudication proceedings were culminated 
on ex parte basis in passing of an order dated 15-02-2016 which was challenged before the learned CIR (A) who 
instead of discussing the legal side of the case and replying in the query raised before him through reasoning 
upheld the order. Being aggrieved, the taxpayer filed the appeal at ATIR. 
 
The ATIR set aside the order on the basis that the show notice was illegal and without jurisdiction in following 
words: 
 
“A perusal of impugned show cause notice further reveals that the same is vague, defective, flawed and legally invalid as it does not 
contain necessary particulars of the suppliers and detail of invoices, etc nor was the detail of the transactions confroned therefore, 
failed to meet the foundational legal requirements. Non- sepecification of material particulars incurring disentitlement of adjustment 
of input tax vitiates the whole proceedings. It is well-settled law that a show cause notice must contain a complete and comprehensive 
charge-sheet along with material evidences provided therein enabling the taxpayer to defend himself and a notice not disclosing 
essential particulars of the changes, any action based upon it would also be illegal and void ab initio. therefore, notice should not be 
issued mechanically and hypothetically, but should exhibit a proper application of judicial mind of issuing authority as in the 
financial Statements, money after all does matter.  
 
In view of what has been stated above, the impugned show cause notice issued in the instant case without fulfilling mandatory 
requirements of law is illegal and without jurisdiction. Be that as it may, consequent orders are also declared. Be that as it may, 
consequent orders are also declared to be illegal, ab initio void and nullity in the eyes of law and accordingly, are hereby set aside. 
The appeal is accepted as prayed for and disposed off in the manners as dilated supra.” 
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 NOTIFICATIONS / CIRCULARS 
 
 
FBR Information 
 
Federal Board of Revenue issued letter ref: 1(2)SS(BDT)/2017/AJK/95984-R dated August 8, 2018. Through this 
letter Federal Board of Revenue has informed all concerned that Finance Act 2018 has brought about amendment 
in Clause 23A of section 2 of ITO 2001. According to aforementioned amendments all Taxpayers of Council 
Board of Revenue, AJK have now being included in the Active Tax per List of FBR. This inclusion covers SMS 
service, Online Portal Verification and ATL Excel Sheet. 
 
Please click below to read the original letter 
 
IMG-20180809-WA0006 
 
ICAP Circular 
 
Institute of Chartered Accountants Pakistan has issue the document Circular 10 of 2018 subject ‘New Auditor’s 
Report Your Questions Answered’,  
 
This document provides an overview and references to all significant changes in the auditor’s report.   
 
In addition to above, it also discusses a series of topics related to the new auditor’s report and provides answers to 
100 plus questions about, and implications of, the new auditor reporting standards, new auditor’s report and 
Auditors (Reporting Obligations) Regulations 2018.  
 
It will assist in understanding the new auditors reporting requirements and in preparing audit and review reports in 
accordance with the Auditors (Reporting Obligations) Regulations 2018 and ISAs as applicable in Pakistan. 
Please click below to view the original document(s): 
 
Circular No.10 - New Auditor's Report Your Questions Answered 
New Auditors Report - Your Questions Answered 
 
FBR Circular 2 of 2018 
 
Federal Board of Revenue has issued Circular 2 of 2018 dated August 31, 2018. Through this circular FBR 
has extended the date for filing the Return(s) including Salaried person Return under section 114 and FTR 
Statement under section 115 for the Tax Year 2018 to 30 September 2018. 
 
Please click below to view the Original Circular 
 
2018831198139511Extensionindate 
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SECP Notification 
 
Introduction 
 
Securities and Exchange Commission of Pakistan issued S. R. O. 994 (I)/2018 dated August 10, 2018.  
 
Commentary 
 
The SRO issued bearing number 994(1)/2018 dated August 10, 2018 whereby following changes have been made 
in Central Depository (Licensing & Operations) Regulations 2016 in following manner: 
 
Regulation 5: 

1. The first proviso has been amended to mean that a Central Depository or a subsidiary(ies) may carry out 
activity other than incidental to functions of a Central Depository, with approval of Commissioner and 
subject to conditions as may be imposed. 

2. Second proviso which included the scope of subsidiary and investment made by it, has been deleted as the 
said effect is incorporated in the first proviso above. 

3. Likewise the third proviso incorporating the effect of a subsidiary registered before commencement of 
these Regulations and requirement of transfer of such activity to its subsidiary(ies), is also deleted. 

 
Regulation 6: 
 
In the explanation, the words giving effect to reducing net worth from any revaluation surplus created on 
revaluation of fixed assets and restricting it to total assets less total liabilities. 
Earlier the above mentioned amendments were proposed and objection or suggestion was sought vide SRO 
489(1)/2018 dated July 2, 2018 and SRO 882(1)/2018 dated July 10, 2018. 
 
Link of Document 
 
CRD 2016 
 
FBR Information 
 
Federal Board of Revenue has issued S.R.O. 1012 (I)/2018. on August 17, 2018. Through this Notification, FBR 
has issued Electronic Return for Individuals and AOPs and Paper Return for Individuals for Tax Year 2018. 
Please click below to view the original SRO and detailed forms. 
 
20188171783855927SRO1012-2018 
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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 August 2018, the Blog which is being selected was written by Mr. Sachal Aftab, Associate 
Taxation and Corporate Services.   
 
Rags Repatriating Riches 
 
Since April 5, 2018 the people of Pakistan are indulged into a debate which has turned into whirlpool of public 
finance. The whole saga shook the fiscal fabric upside down with just two shady words “Amnesty Scheme”.  
 
Ab initio, these amnesty schemes are never welcomed in fact they always ignite common man with emotional 
dilemma against the state, in whole, the concept strikes them like divine curse, burning their hard earned trust on 
the system into ashes. General public’s sweat earned money is questioned as they pay higher tax rates, keeping 
their finance affairs documented all the time, and exhibit their patriotism in this way. And with the 
implementation of such magical laws everything on the side of layman is shattered. Mostly his confidence in the 
state’s systems is questioned. 
 
Yet, the mighty get amnesty after amnesty every time their offshore buckets are filled to the point of overflow 
with every object with which their net worth can be measured. Big 4 reap the most by providing wealth advisory 
to UHNWI for covering their assets and growing them at a consistent pace sustainably, while they sip martinis in 
Davos & keeping the assets hidden. International investment banks run their highly lucrative WMDs advising 
UHNWI for their staggering US$283.4 trillion (as per Asset & Wealth Management Report by PWC, published in 
May, 2017). So yes if you are Finance, Accounting, Corporate Law or especially in Tax Advisory, you are at the 
right side of the equation but in murky environment. 
 
For better understanding consider this, World GDP in 2017 was $79.3 trillion (Source OECD), in its comparison 
the wealth possessed by UHNWI stands at US$283.4 trillion, which indicates that individuals are 3.5 times richer 
than the businesses in the world. Year on year analysis indicates an increase of US$ 5.6 trillion in their wealth. So 
this way it is quite obvious that people are much wealthier than the nations, they belong to. 
 
All those numbers are glitzy and fancy when no one is to be blamed but as soon as someone from this alpha 
group comes into media’s spotlight frenzy, it brings chaos on the brat, bad PR, illicit dealings exposed, shady 
transactions all of it substantially affects their net worth by jettisoning it southwards. Nose diving share price of 
their holding companies, triggering paparazzi nightmare. 
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These problems required a way to overcome this financial Armageddon, hence, an innovation came into play. 
Such a play is also taking place in our beloved homeland. Where the Fiscal Synagogue of the country, FBR, came 
up with this innovation to be used for repatriating the much needed wealth in a way that turns into a Win Win 
situation for both, the declarant and the Taxman.  
 
So far, nearly $25 billion have been documented using this tool and almost $ 1 Billion revenue in taxes has been 
generated under the purview of this scheme. And still 48 Hrs to go. Its popularity made it so lucrative that the 
government had to extend it for a month and it worked. Now suddenly many bigwigs who were below taxable 
limits became billionaires legally and can justify the lifestyle they were questioned for. Businessman were able to 
route the locally generated wealth into FDI, to gain lucrative Tax Breaks for decades to come and yes it’s their 
favor on the country against sovereign guarantees, which is again the most safest investment to be made in a third 
world nation. 
 
Sachal Aftab Khan 
 
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/ 

 
 
  
 


