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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. Muhammad Waheed Iqbal, FCA  Chief Editor  
2. Mr. Ikram Ul Haq    Principal Editor 
3. Syed Asim Habib    Section Editor 
4. Agha Mudassar Khan & Abbas Shahid Special Thanks To 
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COVID-19    PREVENTIVE MEASURES & POLICY 
 
 It is matter of our fundamental faith that Almighty Allah is the most merciful and beneficent 

and the foremost thing to do at all times particularly difficult times like these is to seek 
forgiveness from Allah for all our intentional and unintentional mistakes.  
 

 Let us pray and seek forgiveness from Allah 
for all sins and wrongdoings committed by us 
deliberately or otherwise. May Allah keep all 
humanity including us and our families safe 
from this and all kinds of diseases. AMEEN 

 
 

 While the spiritual prevention of all diseases including this CORONA should be sought 
through Namaz and Istaghfar however at the same time we have been taught through Quran 
and Sunnah to take all necessary measures and medicines against all such diseases while 
keeping faith that the power to cure remains with Allah. Accordingly, the following policy 
measures are also recommended to be followed.  

 
THE FOLLOWING SOPs ARE ISSUED FOR COMPLIANCE AT INDIVIDUAL LEVEL 

 
 Please avoid Hand Shakes and close contacts.  
 Please ensure Frequent Washing of Hands.  
 Everyone who comes to office should wash his hands before starting to work. Same should be 

repeated every time a person goes out of office and comes back.  
 Please use homemade meals i.e. lunch and refreshments and avoid visiting restaurants for 

lunches and also try to avoid using common utensils like glasses, plates. 
 Please avoid visiting crowded places.  
 Please ensure a Minimum of 1 meter space should be maintained between sitting of two or 

more persons. 
 Please use hand sanitizers, please drink plenty of water. 
 Please avoid touching face, eyes, mouth and nose with bare hands. 
 While sneezing, coughing cover your face with bent elbow. 
 In case of any difficulty in breathing, coughing or sneezing, immediately visit doctor and 

informed HR for leaves. 
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1. Case Law – Appellate Tribunal Inland Revenue, Appeal No. AT – 12 of 2019 
 
Date of Order: 29-03-2019 
 
Brief Facts: 
 
The case in hand involves the Appeal, filed by the appellant, namely Messers Systech Engineering Solutions 
(Pvt) Ltd against the order in appeals passed by the Commissioner Appeals (CIR-A), dismissing the appeals 
for non-prosecution filed by the appellant against order-in-original passed by the Assistant Commissioner 
(assessing officer).  
 
Originally a show-cause notice, was issued by the assessing officer concerned to the appellant, registered 
with Sindh Revenue Board (SRB), Karachi, alleging that during scrutiny of tax profile of the appellant, it is 
observed that Sindh sales tax is found to be paid short involving various months, whereas appellant has also 
not filed sales tax return for the same duration. Moreover, appellant was also found to have not complied 
with the requirements of submission of annual audited accounts for the year 2013-14. 
 
Upon conclusion of the case, assessing officer having made the assessment order determined the sales tax 
payable as Rs. 890,360/- including default surcharge. Further to this, levied penalties under Serials Nos. 2, 3 
and 12 of Table under section 43 of the Sales Tax on Services Act, 2011 (Act), Rs. 2,026,899/- for non- 
filing of returns, Rs. 1,280,332/ for non-payment of tax and Rs. 10,000/- for non-providing copy of annual 
audited accounts.  
 
Aggrieved with the order, appellant filed appeal before CIR-A, who dismissed the appeal for non- 
prosecution, even though appellant also filed an application for condonation of delay in filing the appeal on 
the ground that the previous counsel had not communicated receiving the impugned order to the appellant. 
 
During course of proceeding, although appellant did not protest payment of sales and default surcharge 
levied, nonetheless dispute still drew through deliberation and settlement between the appellant and 
respondent, predominantly embroiling. 
 
 legitimacy of application for condonation of delay by the appellant; and 
 the imposition of penalties for non-filing monthly sales tax returns, non-payment of tax due and non-

providing of audited accounts by the assessing officer. 
 
Appellant Plea 
 
The legal counsel representing appellant argued that no limitation runs against illegal orders made by 
assessing officer, hence appeal may be treated within time and condonation be permitted. 
 
With regards to imposition of penalty, the learned counsel further implored upon that penalty provided under 
Serial No.2 of Table of section 43 of the Act is Rs. 10,000/- per tax return and cannot be compounded 
further every month, as opposed to the assessing officer imposing compound penalty of Rs. 2,026,899/- and 
Rs.333.333 till filing of the returns. Similarly, the penalty provided under Serial No.3 of Table of section 43 
of the Act is Rs. 10,000/- per month or five percent of the total tax payable for the period of default 
whichever is higher, whereas the assessing officer has unlawfully imposed penalty of Rs. 1,280,332/= 
without providing any details of default amount and calculations while also lapsed in establishing mens rea.  
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Respondent Defense  
 
On the contrary respondents vehemently contended against the stated arguments presses by the appellant, 
and maintained that penalties are rightfully imposed as per applicable provisions of the Act.  
 
Decision Summary: 
 
Honorable ATIR after much sought discussion and considering previous decisions made by the Tribunal in 
similar instances allowed the appeal, made various meaningful observations and held as follows: 
 
Quote. “19. First we will take the application for condonation of delay. The ground taken for condonation 
was that both order-in-original and order- in-appeal are illegal and void and no limitation runs against 
illegal and void order. The imposition of penalties which are not warranted in law and are against the 
earlier orders of the Tribunal made the order-in-original without jurisdiction and void. Sr. No. 2 of 
section 43 of the Act provides that penalty amounting to Rs. 10,000/= per month for non-filing of return 
can be imposed. In the section per month means per tax return as the tax period defined in subsection 
(95) of section 2 provides that “tax period means a period of one month or such other period as the 
Board may, by notification in the Official Gazette, specify. Secondly the Assessing Officer has calculated 
penalty in fraction which is not correct. Regarding imposition of penalty under Sr. No.2 of section 43 this 
Tribunal in its earlier Order-in-Appeal No. 92/16 SLINGSHOT v. AC dated 25.01.2017 a DB of this 
Tribunal has held as under: 
 
“It is noted that in this case the default of non-filing of monthly returns pertains to 13 returns for the months 
of December 2014 to February 2016. Penalty @ Rs. 10,000/- for each not filed return works out to Rs. 
130,000/- in aggregate. However, the Assistant Commissioner multiplied the number of returns with the 
number of months for which it continued and imposed penalty of Rs. 1,206,000/- which is too harsh and 
excessive. The intention of legislation in the enactment of penal provision is always deterrent and corrective 
in nature. Here also the phrase per month appears to be related to a return of sales tax which is to be filed 
every month. It is now well settled principle of law that if there appears any ambiguity in any provision of 
law the same has to be resolved in favour of tax payer as held in Messrs Mehran Associates v. 
Commissioner Income Tax, Karachi 1993 SCMR page 274. It was also held by Sindh High Court in Messrs 
Citi Bank v. Commissioner Inland Revenue that if two reasonable interpretations are possible, the one 
favoring the tax payer will be adopted. Multiplying the amount of penalty with number of months will be 
illogical and against the spirit of law”. 
 
Quote. “22. As far as the penalties under Sr. 3 of section 43 are concerned it is apparent from the order-
in-original that neither default amount was mentioned nor calculation has been provided. Sr. No. 3 
provides a penalty of Rs. 10,000/= per month or 5% of the total tax payable for that period, whichever is 
higher. Two types of penalties were provided. It is not known which type of penalty was imposed. From 
the amount of penalty it appears that the penalty at the rate of 5% of the total tax payable for that period 
was imposed. For calculating the penalty it is mandatory to provides the default amount of each month 
(total tax for that period) and then to calculate the penalty. The Assessing Officer has not provided 
default amount of each month, without which the penalty cannot be calculated/workout. 
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23. This Tribunal in its various Orders relying upon the various pronouncements of Superior Courts, 
held that penalty cannot be imposed without first establishing mens rea and mala fide on the part of the 
tax payer. The Assessing Officer has failed to establish mens rea and mala fide on the part of the 
appellant, which is a necessary ingredient for imposing penalty. Reference can be made to Pakistan 
through Secretary Ministry of Finance and others v. Hard Castle Waud PLD 1967 SC 1, Commissioner 
Income Tax v. Habib Bank Limited 2007 “PTD 901 and D. G. Khan Cement v. Federation of Pakistan 
2004 SCMR 456." 
 
24. The Commissioner (Appeals) by not noticing the illegalities committed by the Assessing Officer has 
not properly exercised the jurisdiction vested in him. Instead of dismissing the appeal in non- 
prosecution he should have decided the appeal on merits. 
 
25. In view of above, the delay in filing of appeal is condoned. The appeal is allowed and the penalties 
imposed by the Assessing Officer under Tables 2, 3 and 12 of section 43 of the Act are set aside.” 
Unquote. emphasis supplied. 
 
COMMENTARY-CASE LAW – LAHORE HIGH COURT, ITR NO. 136801 OF 2018 
 
Date of Order: 18-04-2019 
 
Brief Facts: 
 
The case in hand involve the Appeal filed by the Commissioner Inland Revenue, TRO, Faisalabad against 
the order made by the Bench of Appellate Tribunal Inland Revenue (including Faqir Hussain and another) 
in favor of respondent /taxpayer. Question of law framed for opinion of the high court in these reference 
applications was as follows: 
 
“Whether there is a need to issue a separate notice for addition u/s 111 when the law only requires 
that if the explanation offered by a taxpayer is not satisfactory or no explanation is offered by the 
taxpayer, the unexplained income shall be included in the person’s income chargeable under the 
head “income from other sources” after confronting the taxpayer u/s 122(9) of the Income Tax 
Ordinance, 2001” 
 
Originally a notice under section 122(9), was issued by the officer concerned to the respondent/ taxpayer 
having declared wealth for the tax year – 2019 amounting to Rs. 3,120,000/- and demanded tax for Rs. 
780,000. Being aggrieved the taxpayer filed appeal before CIR-Appeals and in response of which 
additions were reduced to Rs. 1,920,000/- vide order dated 10.01.2017. Being aggrieved taxpayer filed 
second appeal before ATIR whereby orders passed by fora below were set-aside and appeal was accepted 
vide order dated 06.09.2017. 
 
Respondent Defense 
 
Department (i.e. Commissioner Inland Revenue, TRO, Faisalabad) filed an appeal before LHC whereby 
Department explain its stance by placing reliance upon 2007 PTD 967, 2008 SCMR 615, 2002 258 ITR 
331 Raj. In response of which the taxpayer tried to defend the order of ATIR issued in favor of him, by 
placing reliance upon 2010 PTD 704, 2015 PTD 1823, 2017 PTD 1839. 
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Decision Summary: 
Honorable LHC particularly contemplated section 122(9) and 122 of the Income Tax Ordinance, 2001 and 
wherever necessary discussed various previously settled cases involving similar instances and provisions 
of the Ordinance, during hearing of the case in order to establish the opposing claims, stressed upon by 
both the Appellant and the Respondent. Honorable LHC after much sought discussion, it was held that 
separate notice us 111 should be issued prior to making aforesaid additions in other income, hence 
annulled the appeal made by the Department, while making following meaningful observations and final 
verdict in this regard. 
 
Quote. “10. Non-issuance of separate notice under Section 111 has caused prejudice to respondent-
taxpayer as substantial compliance of said provisions of law has not been made. The ordinary meanings 
of “Notice” as referred to by learned Legal Advisors, with reference to various dictionaries, are not 
applicable to the issue in hand. Non-issuance of proper notice in order to invoke provisions of Section 
111 cannot be taken lightly and its non-compliance may lead to render the proceedings not in conformity 
with or according to the intent and purpose of law. In the instant case, neither notice under Section 111 of 
the Ordinance of 2001 has been issued to the taxpayer nor was the taxpayer specifically confronted with 
such proposed addition so that the taxpayer could have advanced some explanation in this regard. Thus, 
impugned addition appears to be without any lawful authority”. Unquote 
 
Quote. “11. So far as argument of learned Legal Advisors of applicant-department, with reference to the 
cases of Abdul Ghani and Zamindara Paper and Board Mills supra, that mere substance of notice is to be 
seen and mentioning of Section 111 with its all ingredients along with notice under Section 122(9) read 
with Section 122(5A) fulfills the conditions, suffice it to say that law mandates the issuance of separate 
notice / explanation within the contemplation of Section 111, therefore, same cannot be made redundant”. 
Unquote 
 
Quote. “12. In view of the above, our answer to the proposed question is in affirmative i.e. against the 
applicant-department and in favour of respondent-taxpayers. 
 

This Reference Application, along with connected Reference Applications, is decided against applicant-
epartment”. Unquote 
 
Quote. “13. Office shall send a copy of this order under seal of the Court to learned Appellate Tribunal 
as per Section 133 (5) of the Income `Tax Ordinance, 2001”. Unquote 
 

CASE LAW – APPELLATE TRIBUNAL INLAND REVENUE, LAHORE, STA NO. 144/LB/2019 
 
Date of Order: 04-02-2020 
 
Brief Facts: 
The case in hand involve the Appeal filed by the Appellant (including M/s Hayat Autoes, Lahore, M/s 
Sadiq Woolen Mills, Gujranwala, M/s Ayub Industries, Gujranwala, M/s Gujranwala Food industries and 
M/s Saleem Enterprises (Pvt.) Ltd) against the order made by the Commissioner Inland Revenue, RTO, 
Lahore. 
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In the subject case, the matter is of whether the appeal against orders of Commissioner Inland Revenue 
passed under section 10, 11, 25, 36 or 66 of Sales Tax Act, 1990 can be filed directly before the Appellate 
Tribunal Inland Revenue under section 46 or it has to be filed before the Commissioner Inland Revenue 
(Appeals) u/s 45B of the Act. 
 
Respondent & Appellant Defense 
Both appellant and respondent Department put the references of section 46 and 45(B) of Sales Tax Act, 
1990 to defend their site. 
 
Decision Summary: 
 
Honorable ATIR particularly contemplated section 45B and 46 of the Sales Tax Act, 1990 and wherever 
necessary discussed various previously settled cases involving similar instances and provisions of the Act, 
during hearing of the case in order to establish the opposing claims, stressed upon by both the Appellant 
and the Respondent. Honorable ATIR after much sought discussion, it was held that article 10-A of the 
Constitution confers a right of free trial and free trial needs a free impartial independent tribunal. The 
language of section 46 also clearly gives the right of appeal before this appellate tribunal in the first 
instance in line with article 10-A, therefore, annulled the appeal made by the Department, while making 
following meaningful observations and final verdict in this regard. 
 
Quote. “6. In the light of above discussion, we hold that section 46 of the Act allows a person to file 
appeal before this Tribunal directly against all the Orders of CIR resulting from adjudication or under 
other provisions of the Act (including as mentioned in section 45B) and different rules made thereunder. 
We order so. Consequently, we direct the office to file the appeal on this issue as per roaster 
arrangement”. Unquote 
 
CASE LAW – INLAND REVENUE APPELLATE TRIBUNAL APPEAL NO. AT-61 OF 2018 
 
PETITIONER(S): M/s JSN TRADERS, HYDERABAD    versus  
RESPONDENT(S): ASSISTANT COMMISSIONER, SRB, KARACHI 
 
Date of Order: 21-11-2018 
 
Brief Facts: 
 
By this common order eighteen appeals have been decided filed by various appellants (distributors of 
Colgate Palmolive) against the Order of their Compulsory Registration under section 24B of the Sindh 
Sales Tax on Services Act, 2011. 
 
As the taxpayer is engaged in providing or rendering taxable services of distribution of goods/products of 
companies/manufacturers including Colgate-Palmolive. Originally a show cause notice, was issued to the 
taxpayer to explain why the taxpayer is failed to get registered with SRB for Sales Tax purpose, under 
section 24B of the Act. The appellant responded by stating that he is a distributor and is subject to Federal 
Sales Tax. It was also stated that the appellant is not engaged in rendering any service including delivery 
service apart from being distributor and not liable to deposit Sales Tax on Services. 
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The Officer after hearing passed Order of Compulsory Registration of the appellant under section 24B of 
the Act which was also upheld in the appeal filed before Commissioner (Appeals).  
The case in hand involve the Appeal filed by M/s JSN Traders, Hyderabad against the order issued by 
Commissioner Appeals. 
 
Respondent & Appellant Defense 
 
The dispute involve here is whether the goods sold/supplied by Colgate- Palmolive (Pakistan) to appellant 
is a sale of goods as provided under the provisions of Sales Tax Act, 1990 and Sale of Goods Act, 1930 or 
a service under the provisions of Sindh Sales Tax on Services Act, 2011. 
 
Appellant argued that there are two types of distributor (1) those who only deal on commission basis and 
do not own the goods and (2) the distributors who purchased goods and the ownership of the same is 
transferred to them, with risk and rewards attached to such goods. The Commissioner (Appeals) has 
wrongly/erroneously concluded that the distributors are only of one type, which provide service to 
principal. The appellant’ counsel submitted that the appellant is not reselling the goods on account/behalf 
of or as an agent of seller/manufacturer to retailers or end user. Since, the transaction is sale of goods as it 
is clear from the clause 12 of the agreement therefore, Sindh Sales Tax on Service’s Act, 2011 do not 
apply.  
 
Respondent argued that the relationship between the appellant and Colgate Palmolive (Pakistan) is 
covered under a written agreement and the appellant was appointed and termed as distributor in the 
agreement and from reading the various clauses of the agreement it is clear that appellant was appointed 
distributor to sell the goods of principal. He then submitted that none of the clauses in the agreement 
provides transfer of ownership of the goods from seller to buyer. Therefore, it may be concluded that 
taxpayer is providing taxable services therefore liable to get registered with Sales Tax and liable to pay 
liability in this regard. 
 
Decision Summary: 
Honorable ATIR particularly contemplated sections of Sales Tax Act, 1990 and wherever necessary 
discussed various previously settled cases involving similar instances and provisions of the Ordinance, 
during hearing of the case in order to establish the opposing claims, stressed upon by both the Appellant 
and the Respondent. Honorable ATIR after much sought discussion, annulled the appeal made by the 
taxpayer, while making following meaningful observations and final verdict in this regard. 
 
Quote. “20. Even if it is considered that on payment of consideration by the appellant the goods become 
its property and ownership along with risk and reward transferred to the appellant one thing is clear that 
the appellant cannot exercise full control over the goods and is bound by the instruction of CPO regarding 
sale, fixing of price and the area in which the goods are to be sold. In this case the appellant as distributor 
acquired goods against cash consideration or credit for supplying to the whole sellers or retailers and in 
this way he supplied goods of its principal against fixed margin”. Unquote 
 
Quote. “21. From the contents of the agreements produced before us the substance of the same appears to 
facilitate sale and delivery of goods and not simple sale of goods. It is now well settled point of law that 
while construing an instrument/document whole document is to be read and considered to ascertain the 
scope and object of the instrument/document. It is also now well settled principle of law that for 
determining the true purpose of the instrument/document one must look into its substance and not the 
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form. In the reported judgment in the case of Kamran Industries v.” Collector of Customs PLD 1996 
Karachi Page 68 a Honorable DB of Sindh High Court has held that “That a statute /instrument/ document 
is to be read as whole, and an attempt has to be made to reconcile various clauses for a rationale meaning, 
while avoiding redundancy to any part thereof. In the other reported judgment in the case of Habib 
Insurance Limited v. Commissioner of Income Tax (Central), Karachi PLD 1985 Supreme Court 
Page 109, it has been held that “It is true as contended by the learned counsel for the appellant that in 
Revenue cases one must look at the substance of thing and not at the manner in which the account is 
stated”. Unquote 
 
Quote. “22. In view of the above discussion all appeals listed in the attached Annexure “A” are 
dismissed. The copies of the orders may be provided to the learned authorized representative of the 

parties”. Unquote 
 
ISSUE: 
 
Unilateral suspension and backlisting of Sales Tax Registration (STRN) before issuing show cause 
notice and without providing any opportunity of being heard.  
 
With the assistance of case laws, the above issue would be analyzed here. Section 21 of Sales Tax, 1990 
and Rule 12 of Sales Tax Rules, 2006 deal with the matter of de-registration, backlisting and suspension 
of sales tax registration of a person. Before discussing this further, it would be advantageous if we a look 
upon the said section and rule.  
 
“21. De-registration, blacklisting and suspension of registration.– (1) The Board or any officer, 
authorized in this behalf, may subject to the rules, de-register a registered person or such class of 
registered persons not required to be registered under this Act. 
 
(2) Notwithstanding anything contained in this Act, in cases where the Commissioner is satisfied that a 
registered person is found to have issued fake invoices or has otherwise committed tax fraud, he may 
blacklist such person or suspend his registration in accordance with such procedure as the Board may by 
notification in the official Gazette, prescribe. 
 
(3) During the period of suspension of registration, the invoices issued by such person shall not be 
entertained for the purposes of sales Tax refund or input tax credit, and once such person is black listed, 
the refund or input tax credit claimed against the invoices issued by him, whether prior or after such black 
listing, shall  be rejected through a self-speaking appealable order and after affording an opportunity of 
being heard to such person. 
 
(4) Notwithstanding anything contained in this Act, where the Board, the concerned Commissioner or any 
officer authorized by the Board in this behalf has reasons to believe that a registered person is engaged in 
issuing fake or flying invoices, claiming fraudulent input tax or refunds, does not physically exist or 
conduct actual business, or is committing any other fraudulent activity, the Board, concerned 
Commissioner or such Officer may after recording reasons in writing, block the refunds or input tax 
adjustments of such person and direct the concerned Commissioner having jurisdiction for further 
investigation and appropriate legal action.” 
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12. Blacklisting and suspension of registration. Where the Commissioner or Board has reasons to 
believe that the registered person is to be suspended or blacklisted, in order to ensure that the LTUs and 
RTOs follow a uniform policy for suspension and blacklisting of sales tax registered persons under 
section 21(2) of the Act and for subsequent proceedings in such cases, the following procedure shall be 
followed, namely:- 
 
SUSPENSION (i) Where a Commissioner, having jurisdiction, is satisfied that a registered person has 
issued fake invoices, evaded tax or committed tax fraud, registration of such person may be suspended by 
the Commissioner through the system, without prior notice, pending further inquiry. The basis for such 
satisfaction may inter alia include the following, namely:– 

(A) non-availability of the registered person at the given address; 
(B) refusal to allow access to business premises or refusal to furnish records to an authorized 
Inland Revenue Officer;  
(C) abnormal tax profile, such as taking excessive input tax adjustments, continuous carry-
forwards, or sudden increase in turnover;  
(D) making substantial purchases from or making supplies to other blacklisted or suspended 
person;  
(E) non-filing of sales tax returns; 
(F) on recommendation of a commissioner of any other jurisdiction; 
(G) any other reason to be specified by the Commissioner; 

 
(ii) the suspension of registration shall take place through a written order of the Commissioner concerned, 
giving reasons for suspension. This order shall be endorsed to the registered person concerned, all other 
LTUs/RTOs, the FBR‘s computer system, the STARR computer system and the Customs Wing computer 
system for information and necessary action as per law; 
a registered person who does not file sales tax return for six consecutive months shall be caused to be 
suspended through the system without any notice;  
 
(iv) in cases, where the buyers and suppliers of any such person, whose registration is being suspended, 
belongs to another LTU/ RTO, and these buyers / suppliers are also required to be suspended, the 
Commissioner shall intimate the Chief Commissioner of the concerned LTU/RTO in whose jurisdiction 
such buyers/suppliers fall, in writing explaining the complete facts of the case and the reasons on the basis 
of which these buyers/suppliers are to be suspended, to initiate proceedings for suspension/blacklisting of 
the buyers/suppliers;  
 
(v) no input tax adjustment/refund shall be admissible to the registered person during the currency of 
suspension. Similarly, no input tax adjustment/refund shall be allowed to any other registered persons on 
the strength of invoices issued by such suspended person (whether issued prior to or after such 
suspension), during the currency of suspension;  
 
(vi) the Commissioner shall, within seven days of issuance of order of suspension, issue a show cause 
notice (through registered post or courier service) to the registered person to afford an opportunity of 
hearing with fifteen days of the issuance of such notice clearly indicating that he will be blacklisted, in 
case– 
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(A) there is no response to the notice;  
(B) he has not provided the required record; 
(C) he has not allowed access to his business record or premises; and  
(D) any other reason specified by the Commissioner; 
 
(vii) in case show cause notice is not issued within seven days of the order of suspension, the order of 
suspension shall become void ab-initio; 
 
(viii) in case of non-availability of the suspended person at the given address, the notice may be affixed on the 
main notice Board of the LTU/RTO;  
 
(ix) on receipt of the reply to the notice and after giving an opportunity of hearing to the registered person, if 
the Commissioner is satisfied, he may order for revoking of suspension of the registered person; 
 
(b) BLACKLISTING  
 
(i) in case, after giving an opportunity of hearing, the offence is confirmed, the Commissioner shall issue an 
appealable self-speaking order for blacklisting of the registered person, and shall proceed to take legal and 
penal action under the relevant provisions of the Act; 
 
(ii) the order of blacklisting shall contain the reasons for blacklisting, the time period for which any refund or 
input tax claimed by such person or by any other registered person on the strength of invoices issued by him 
from the date of his registration shall be inadmissible, any recovery to be paid or penalties to be imposed;  
 
(iii) the order of blacklisting shall be issued within ninety days of the issuance of the notice of hearing. In case, 
the order of blacklisting is not issued within this time period the suspension of registered person shall become 
void ab-initio;  
 
(iv) copies of the order shall be endorsed to the registered person concerned, all other LTUs/RTOs, the 
FBR/PRAL computer system, the STARR computer system and the Customs Wing computer system. Each 
LTU/RTO shall circulate all such lists to their refund sections, audit sections and other concerned staff to 
ensure that the order is implemented in letter and spirit by all concerned;  
 
(v) all LTUs / RTOs shall further circulate the copies of the order along with a computer system-generated list 
of invoices issued by the blacklisted persons as referred to in the preceding clause, to all officers of Inland 
Revenue having jurisdiction over the registered persons who have claimed credit of input tax or refund on the 
strength of the invoices issued by the said blacklisted persons; and  
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 (vi) the officer of Inland Revenue receiving the aforesaid list under clause  
 
(v) shall issue show-cause notice under section 11 and sub-section (3) of section 21 of the Act to a registered 
person for rejecting the input tax or refund claimed against the invoices so circulated and further proceed to 
decide the matter as per law through a self-speaking appealable order and after affording a reasonable 
opportunity of being heard to such person, in the manner as provided in the said sub-section (3). 
 
CASE LAW – IN THE HIGH COURT OF SINDH KARACHI, C.P. NO. D-376 OF 2018 
 
Date of Order: 12-09-2019 
 
Brief Facts: 
 
The case in hand involves the Appeal, filed by the appellant/ taxpayer, aggrieved by unilateral suspension and 
blacklisting of its sales tax registration by the respondent/ officials of Federal Board of Revenue (department), 
without confronting him with any adverse material brought on record and not even providing any opportunity 
of being heard, for determining the same. 
 
The legal provisions in deciding the case, thorough deliberation of which were pivotal in deciding the case 
embroiled section 21 of the Sales Tax Act, 1990 (Act) and rule 12 of Sales Tax Rules 2006 (Rules). 
 
In order to arrive at rightful resolution of the case, honorable court had to decide whether the department is 
within its lawful rights while blacklisting the taxpayer, yet lacking department officials being satisfied with 
that the tax fraud is committed and proper opportunity of being heard is not even bestowed to the taxpayer: 
 
Decision Summary: 
 
Honorable ATIR after much sought discussion of the legal provisions involved and by making reference of 
earlier settled court decisions, allowed the appeal by restoring sales tax registration of appellant. Through 
meaningful wording of the judgment, honorable court notably conversed that the commissioner had failed to 
satisfactorily establish that tax fraud is committed, whereas opportunity of being heard was not offered to the 
taxpayer/ appellant, thus lacking fair trial opportunity to him appellant as conferred under Article-10 of the 
Constitution. 
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Quote. 3. “By mere reading of these provisions of law and the Rule, one cannot fail to note that while Section 
21 provides only two grounds to blacklist or suspend one's registration (i.e. (a) if one has issued fake invoices 
or (b) he has otherwise committed tax fraud], Rule 12 has added a host of other situations on account of which 
one's STRN may be blacklisted or suspended. For example if one even doesn't respond to a notice, his STRN 
could be suspend. Such engineered elasticity of Rule 12 clearly exceeds the scope and endurance limits of 
section 21 (2) to the disadvantage of a registered sales tax payer. In such circumstances where rules have 
over-stretched powers granted by the parent statute, Courts have come to the rescue of the affectees. In the 
case of National Electric Power Regulatory Authority V/s Faisalabad Electric Supply Company Limited (2016 
SCMR 55 ) the Hon'ble Supreme Court has held rules framed under a statute ere to remain within the 
precinct of the statute itself and could not transgress the limits and parameters of the parent statute itself.” 
Unquote. emphasis supplied. 
 
Quote. 4. “Now coming to the language of section 21(2) which is couched in very carefully chosen terms. It 
could be seen that in the first instance before exercising power under this sub-section, the Commissioner 
has to be satisfied that a registered person is found to have issued fake invoices or has otherwise committed 
tax fraud. Taking each word at a time, it is important to note that legislature casted duty on the Commissioner 
to be "satisfied" rather than having an "opinion". The dictionary meaning of the word 'satisfaction' is of a 
stricter connotation as compared to the word 'opinion' which usually mean belief resulting from what one 
thinks on his own on a particular question, whereas satisfied' is a term of considerable expansiveness 
understood to mean free from anxiety, doubt, perplexity, suspense or uncertainty. It is synonymous with 
"convince beyond a reasonable doubt". So far as term 'satisfaction' in the context in which it has been used in 
Section 21(2) is concerned, in our view it would mean Commissioner coming to a conclusion on the basis of 
material sufficient to  prove that the registered person had issued fake invoices or has otherwise committed tax 
fraud. In legal sense 'satisfaction' could only be reached when judicial determination has been completed by 
placing sufficient facts before the authority concerned from both the sides. Thus to be satisfied, the 
Commissioner ought not to have only one sided indulgence, rather must give full opportunity to the other 
side for hearing latter's point of view before finds himself convinced beyond a reasonable doubt and 
exercises power granted under this section.” Unquote. Emphasis supplied. 
 
Quote. 5. “Now coming to the word 'committed'. Since section 21 prescribes punishment of suspending and/or 
blacklisting a tax payer's registration, hence the word 'committed' must be construed accordingly. Once the 
Commissioner comes to the conclusion that either fake invoices have been issued or tax fraud has been 
committed, fair trial process as enshrined in Article 10-A of the Constitution is to be followed. There is no 
concept of fair trial without giving an opportunity of hearing.” Unquote. Emphasis supplied.  
 
Quote. 6. Further, while quoting Lahore High Court Judgment (2019 PTD 1213) vires of Rule 12(a)(i) was 
also examined. In the said judgment it was held that Rule 12 conferred unbridled and unfettered powers to the 
concerned Commissioner to suspend registration of a taxpayer without notice and without affording 
opportunity of hearing, and that the term “satisfaction” must be subject to preliminary inquiry and perusal of 
record so as to enable a person to upend the“satisfaction” already arrived by the Commissioner. It was held 
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 that suspension of registration by the department offended principle of due process and Article 18 and 10-A of 
the Constitution. 
 
Quote. 7. It is for these reasons we, through our Order dated 12.09.2019 allowed these petitions in the 
following terms:- 
 

i. Rule 12(a)(i) of the Sales Tax Rules, 2006, to the extent it gives authority to the Commissioner to 
suspend the sales tax registration of a registered person "without prior notice", is hereby declared to be 
ultra vires to the Constitution, violative of principles of natural justice and in excess of authority vested 
under Section 21(2) of the Sales Tax Act,.1990; 

 
ii. All the orders of suspension of Sales Tax Registration issued to the petitioners in violation of express 

provisions of Section 21(2), which requires the satisfaction of the Commissioner and only to be made 
where a registered person is found to have issued fake invoice, or has otherwise committed tax fraud, 
without confronting the registered person with such reasons in writing, is declared to 'be without lawful 
authority and of no legal effect; and 

 
All the order(s) of suspension of Sales Tax Registration, wherein, Show Cause Notice(s) under Section 
21(2) has not been issued within seven days therefrom, and/or no order of blacklisting has been passed 
within ninety days of issuance of the notice of hearing, the suspension of Sales Tax Registration becomes 
void-ab-initio, accordingly their Sales Tax Registration stands restored. Unquote. Emphasis supplied. 
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 NOTIFICATION / CIRCULARS 
 
FBR (FEDERAL BOARD OF REVENUE) NOTIFICATION  
 
INTRODUCTION 
 
Notification S.R.O. 236(I)/2020 dated March 20, 2020 has been issued through which Federal Government has 
made some amendments in second schedule of Income Tax Ordinance, 2001 through exercising power under 
sub-section (2) of section 53 of the Income Tax Ordinance, 2001 (XLIX of 2001).  
 
COMMENTARY 
 
The Federal Government of Pakistan has made addition in second schedule as follow; 
Quote “In the aforesaid Schedule, in part IV, after clause (12A), the following new clause shall be added 
namely ;- 
“(12B) The provisions of section 148 shall not apply to the import of following goods for a period of three 
months starting from date of issuance of notification””. Unquote 
  
The Federal Government has granted exemption of income tax on import of certain medical and laboratory 
equipment’s due to the pandemic prevail of   COVID19. It is further possible that Federal Government may 
extend this period of three months for another three months upon recommendation from Ministry of Health 
Services, Regulation & Coordination, if the situation goes worse due to COVID19 pandemic prevail. It would 
be pertinent to mention here that the provisions of section 153 of Income Tax Ordinance, 2001 should remain 
applicable. The exemption has been granted upon following items; 
 

Serial No. Description 
1 Life Technologies 7500 Real Time PCR with RNaseP instrument verification kit 

and complete guides documentation and softwares 
2 Biosafety Cabinets Class II Type A2, EN 12469, Europe NSF/ANSI 49, USA JIS 

K3800 Japan 
3 Auto Clave 50 Liter Capacity  
4 Multi channel pipette .5-10ml 
5 Single channel pipette set of four .2,10,200, 1000 ml Eppendorf/gilson 
6 Multi Channel pipette 20-200 ml 
7 Vacuum Fold  
8 Mini Spin 
9 PCR Chambers 

10 PCR Kits (95 tests)for suspects diagnosis (Altona) 
11 QIAMP Viral RNA Mini kit (250) reactions  
12 VTM (Viral Transport Medium) 
13 Dr. Oligo Synthesizer 
14 Refrigerator/Freezer -20 CModel MPR-414 Panasonic 
15 Vortex Machine 0-3000 RPM 220v, Velp Italy 
16 Refrigerated Centrifuge Machine Temperature Range 20 to +40 Model Z 326 K, 

Hermle IEC 1010 
17 UPS 6 KVA APC smart-UPS RVA 6000 VA 230 V 
18 Tyvek Suits 
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 Serial No. Description 
19 N-95 
20 Biohazard Bags (18 Liters) 
21 PARP (Powered Air purifying respirators) 
22 Multimode ventilator with air compressor  
23 Vital Sign monitor with 2IBP and ET co2 two Temp. 
24 ICU motorized patient bed with side cabinet and over bed table 
25 Syringe infusion pump 
26 Infusion Pump 
27 Electric Suction Pump 
28 Defibrillator 
29 X-Ray Mobile Machine 
30 Simple Nebulizer 
31 Ultrasound Machine 
32 Noninvasive BIPAP 
33 ECG Machine 
34 Pulse Oximeters 
35 Ripple Mattress 
36 Blood gas analyzer 
37 AMBU Bag 
38 Nitrile Gloves 
39 Latex Gloves 
40 Goggles 
1 Face Shields 

42 Gum Boots 
43 Mackintosh bed sheets  
44 Surgical Masks 
45 Air ways  
46 Diaflow 
47 Disposable Nebulizer Mask Kit 
48 ECG Electrodes 
49 ETT Tube (Endotracheal Tubes) All sizes 
50 Humidifier Disposable Flexible 
51 IV Cannula all sizes 
52 IV Chambers 
53 Oxygen Recovery Kit 
54 Padded Sheets 
55 Stomach Tube 
56 Stylet for Endotracheal Tube 
57 Suction Tube control valve 
58 Tracheostomy Tube 7, 7.5, 8 
59 Ventilator Circuit 
60 Ventury Maks 
61 Disposable shoes cover (water proof) 
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FBR (FEDERAL BOARD OF REVENUE) NOTIFICATION  
 
INTRODUCTION 
 
Notification S.R.O. 237(I)/2020 dated March 20, 2020 has been issued through which Federal Government 
exempt sales tax on import and subsequent supply of certain items under clause (a) of sub-section (2) of section 
13 of the Sales Tax Act, 1990.  
 
COMMENTARY 
 
The Federal Government of Pakistan has granted exemption of sales tax on import and subsequent supply of 
certain medical and laboratory equipment’s due to the pandemic prevail of   COVID19.  For sales tax it is 
definitely for importers only, when read with the relevant notification, it is apparent that the use of word “and” 
is conjunctive and the exemption should only be available to persons who import. However, it is a matter of 
interpretation and it is advisable for the suppliers to seek FBR clarification. In the absence of such 
clarification, taxpayer need to deduct taxes.  
 
It is further possible that Federal Government may extend this period of three months for another three months 
upon recommendation from Ministry of Health Services, Regulation & Coordination, if the situation goes 
worse due to COVID19 pandemic prevail. The exemption has been granted upon following items;  

Serial 
No. 

Description PCT 

1 Life Technologies 7500 Real Time PCR with RNaseP instrument verification kit 
and complete guides documentation and softwares 

 
 
 
 
 
Respective 
Headings 

2 Biosafety Cabinets Class II Type A2, EN 12469, Europe NSF/ANSI 49, USA JIS 
K3800 Japan 

3 Auto Clave 50 Liter Capacity  
4 Multi channel pipette .5-10ml 
5 Single channel pipette set of four .2,10,200, 1000 ml Eppendorf/gilson 
6 Multi Channel pipette 20-200 ml 
7 Vacuum Fold  
8 Mini Spin 
9 PCR Chambers 

10 PCR Kits (95 tests)for suspects diagnosis (Altona) 
11 QIAMP Viral RNA Mini kit (250) reactions  
12 VTM (Viral Transport Medium) 
13 Dr. Oligo Synthesizer 
14 Refrigerator/Freezer -20 CModel MPR-414 Panasonic 
15 Vortex Machine 0-3000 RPM 220v, Velp Italy 
16 Refrigerated Centrifuge Machine Temperature Range 20 to +40 Model Z 326 K, 

Hermle IEC 1010 
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 Serial No. Description PCT 
17 UPS 6 KVA APC smart-UPS RVA 6000 VA 230 V Respective 

Headings 

18 Tyvek Suits 
19 N-95 
20 Biohazard Bags (18 Liters) 
21 PARP (Powered Air purifying respirators) 
22 Multimode ventilator with air compressor  
23 Vital Sign monitor with 2IBP and ET co2 two Temp. 
24 ICU motorized patient bed with side cabinet and over bed table 
25 Syringe infusion pump 
26 Infusion Pump 
27 Electric Suction Pump 
28 Defibrillator 
29 X-Ray Mobile Machine 
30 Simple Nebulizer 
31 Ultrasound Machine 
32 Noninvasive BIPAP 
33 ECG Machine 
34 Pulse Oximeters 
35 Ripple Mattress 

 
BALOCHISTAN REVENUE AUTHORITY (BRA) 
 
NOTIFICATION NO. BRA/BIDC/02/2020 
 
Date of Issuance: March 26, 2020 
 
INTRODUCTION: 
 
The Balochistan Revenue Authority (BRA) issued a notification bearing No. BRA/BIDC/02/2020 dated March 
26, 2020. 
 
COMMENTARY: 
 
The Balochistan Revenue Authority (BRA) with the approval of Government exempt the CESS (BIDC) on 
material being imported by the Provincial Disaster Management Authority (PDMA). The said exemption is 
given due to COVID-19 and is valid till June 30, 2020. 
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 BALOCHISTAN REVENUE AUTHORITY (BRA) 
 
NOTIFICATION NO. BRA/BSTS/11/2020 
 
Date of Issuance: March 26, 2020 
 
INTRODUCTION: 
 
The Balochistan Revenue Authority (BRA) issued a notification upon sales tax on services bearing No. 
BRA/BSTS/11/2020 dated March 26, 2020. 
 
COMMENTARY: 
 
The Balochistan Revenue Authority (BRA) with the approval of Government exempt sales tax on services by 
the Provincial Disaster Management Authority (PDMA) in the context of outbreak of COVID-19. The said 
exemption is given due to the worse situation created by COVID-19 and is valid till June 30, 2020. 
 
FBR (Federal Board of Revenue) Notification 
 
Introduction 
 
SRO. 233(1)/2020 dated 16th March 2020 has been issued to make amendments in Chapter XIV-B of Sales 
Tax Rules, 2006 relating to Electronic monitoring, tracking and tracing of Specified goods and licensing 
therefore. The amendments have been briefly discussed as follows: 
 
COMMENTARY 

o Chapter XIV-B of Sales Tax Rules 2006 provides “electronic monitoring, tracking and tracing of 
specified goods and Licensing thereof”. 

o SRO dated March 16, 2020 has made following amendments to these rules: 
 Petroleum Products have been added in the list of specified goods 
 The composition of licensing committee has been changed  
 Affix of tax stamps has been made mandatory for exempt goods or meant for export however such 

goods are required to be marked as “Exempt Goods” or “For Exports”, as the case may be. 
 The licensing committee is now required to determine licensing fee as per evaluation criteria. 

 
FBR (Federal Board of Revenue) Notification 
 
Introduction 
 
FBR issued SRO 223(I)/2020 dated March 18, 2020 to bring changes in sales tax regime for imported white 
crystalline sugar. The minimum import price of US$ 725 per metric ton for the purpose of calculating 17% 
sales tax have been abolished and now sales on imported sugar will be calculated at its actual price. 
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 COMMENTARY 
 
Vide SRO # 812(i)/2016 the Board fixed the values/rates of white crystalline sugar (falling under heading Nos. 
1701.9910 and 1701.9920 of first schedule to the Custom Act 1969) as specified in table below; 

Sr. No. Description Value 
(1) (2) (3) 

1.  Domestically produced white crystalline sugar Rs. 60/kg 
2.  Imported white crystalline sugar US$ 75/MT 

 
Now vide SRO 233(i)/2020 dated March 18, 2020 Imported white crystalline sugar (serial no. 2) is omitted 
from the list. Post amendment the SRO 812(i)/2016 should be read as; 
 
The Board fixed the values/rates of white crystalline sugar as specified in table below; 

Sr. No. Description Value 
(1) (2) (3) 

1.  Domestically produced white crystalline sugar Rs. 60/kg 
 
FBR (FEDERAL BOARD OF REVENUE) NOTIFICATION 
 
INTRODUCTION 
 
Federal Board of revenue has issued extension in the date of Submission of Sales Tax and Federal Excise 
Returns along with Annexures for the Tax Period January 2020 and February 2020. 
 
COMMENTARY  
 
JANUARY 2020  

1. Submission Date of Return has been extended from Feb 28, 2020 to April 15, 2020 
 
FEBRUARY 2020  

1. Payment Date has been extended from March 15, 2020 to March 31, 2020. 
2. Submission Date of Return has been extended from March 25, 2020 to April 15, 2020 

 
FBR (FEDERAL BOARD OF REVENUE) NOTIFICATION 
 
C.No 9 (11) ST-LPE/Misc/2016 Dated March 31, 2020 
 
INTRODUCTION 
 
Federal Board of revenue has issued extension in the date of payment of Sales Tax and Federal Excise for the 
Tax Period February 2020. 
 
COMMENTARY  
 
Payment Date has been extended from March 31, 2020 to April 12, 2020. 
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 KPRA (KHYBER PAKHTUNKHWA REVENUE AUTHORITY) – CIRCULAR 
 

F.No. 7(3-2)/KPRA/HQ/2019/186 Dated 18.03.2020 
 
INTRODUCTION  

 
Khyber Pakhtunkhwa Revenue Authority has extended the dates of Payment of Sales Tax and Filing of 
Return for Tax Period February 2020. 
 

COMMENTARY 
1. Payment Date has been extended from March 15, 2020 / March 21, 2020 to March 25, 2020. 

Submission Date of Return has been extended from March 18, 2020 / March 25, 2020 to March 28, 2020 
 
KPRA (KHYBER PAKHTUNKHWA REVENUE AUTHORITY) – NOTIFICATION 
 
INTRODUCTION 
 
Khyber Pakhtunkhwa Revenue Authority Notification No. KPRA/GN/2019/619 on Feb 6, 2020. 
 
COMMENTARY 
 
The Khyber Pakhtunkhwa Revenue Authority (KPRA) issued a notification dated March 06, 2020 specifying 
the persons liable to pay sales tax in cases where services are provided or rendered by non-resident person 
having no place of business or physical presence in Pakistan.  
According to the said notification:  

i) The liability to pay sales tax on all taxable services as are provided are rendered in the Province 
of Khyber Pakhtunkhwa by a non-resident person having no place of business or physical 
presence in Pakistan shall be upon authorized agent or authorized representative of such person 
located or present anywhere in Pakistan. 

ii) Furthermore, this notification shall also be applicable in cases where taxable services are 
already rendered or provided but payment of tax due has not been made yet. 

 
PRA (PUNJAB REVENUE AUTHORITY) – DIRECTIVES 
 
FILING OF APPEAL: DATED MARCH 25, 2020 
OFFICE ORDER: DATED MARCH 25, 2020 
 
INTRODUCTION 
In view of prevailing circumstances due to spread of Corona (COVID-19) and to facilitate Taxpayers and Tax 
Advisors / Consultants, Punjab Revenue Authority issued following directives:  

1. Tax Payers are urged to file and submit their respective appeals before Commissioner (Appeals) 
electronically at commissionerappealspra@gmail.com.  
 

2. The appeals may be sent / filed through couriers or mail. No Adverse Order(s) will be passed in case 
non-appearance of any party lawyer or authorized representative(s). 
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 SECP (SECURITY AND EXCHANGE COMMISSION OF PAKISTAN) – CIRCULAR 
 
COMMENATRY 
 
RELAXATION FROM CERTAIN PROVISIONS OF COMPANIES ACT, 2017 DUE TO COVID-19  
 
Due to outbreak of COVID-19 and existing circumstances in the Pakistan and around the world, SECP vide 
circular # 6/2020 dated march 22, 2020 granted relaxation from compliance with provisions of Companies Act, 
2017 related to filling of statutory returns, holding of AGM and election of directors as per detail below: 
 

 All Companies having financial year ended on December 31, 2019, are hereby allowed a general 
extension for a period of 30 days now the Companies with financial year ended on December 31, 2019 
can hold their AGM for the year ended on December 31, 2019 on or before May 29, 2020. 

 The companies, whose election of directors is due before or in the aforesaid AGM, may file 
impediment reports with the concerned registrar under section 158(2) of the Act citing the reasons for 
delay in holding the election of directors. 

 Any statutory return which is required to be filed on or after 24th March, 2020 may be filed with the 
concerned registrar with the delay of 30 days of occurrence of any event without any additional filing 
fee as no penal action shall be taken for the late filing. 

 
Reduction in Fees w.r.t Non-Banking Finance Companies and Notified Entities Regulations, 2008 

 
SECP vide S.R.O. 270 (i)/2020 dated March 31, 2020 made amendments in Schedule II of the Non-Banking 
Finance Companies and Notified Entities Regulations, 2008 
New Fees are as follows: - 

 
Subject of application Amount 

(in Rs.) 
Application for permission to form an NBFC  250,000 
Application for license to undertake or carry out an activity or function  500,000 
Application for renewal of license to carry out an activity or function  Nil 

 
Provided that Non-Bank Micro Finance Companies shall pay the following fee amounts: 
Subject of application  Amount 

(in Rs.) 
Application for permission to form an NBFC  125,000 
Application for license to undertake or carry out an activity or function  250,000 
Application for renewal of license to carry out an activity or function  Nil 

 
Fee w.r.t registration as trustee and registration of open end or close end scheme: 
Regulation  Subject of application  Amount 

(in Rs.) 
Regulation 
44  

Application for registration of an Open End Scheme or 
Closed End Scheme  

500,000 

Regulation 
40A(1)  

Application for certificate of registration to act as a trustee  500,000 
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 REDUCTION OF FEE W.R.T REAL ESTATE INVESTMENT TRUST REGULATIONS, 2015 
 
SECP vide notification # SRO 271 (I)/2019 dated March 31, 2020 made amendments in Schedule III of the 
Real Estate Investment Trust Regulations, 2015. 
 
New fees are as follows: - 
 

Sr. No. Subject of application Amount 
(RS.) 

1 Application for permission to form an RMC  250,000 
2 Application for license to undertake or carry out an activity or 

function  
500,000 

3 Application for renewal of licence to carry out an activity or 
function.  

Nil 

4 Application for registration of a REIT scheme 500,000/- 
 

 
Amendments w.r.t Auditors (Reporting Obligations) Regulations, 2018 

 
SECP vide Notification # S.R.O. 269 (I)/2020 dated March 30th 2020 made amendments in the Auditors 
(Reporting Obligations) Regulations, 2018. 
Amendments are as follows: - 
 
1. Now that auditor of the Listed Company is required to issue review report on statement of compliance with 

the “Listed Companies (Code of Corporate Governance) Regulations, 2019”, previous said was required 
to be issued with respect to the “Listed Companies (Code of Corporate Governance) Regulations, 2017”. 
 

2. In Annexure VI – the Format of Auditor’s Review Report on the Statements of Compliance with Corporate 
Governance, is amended as per follows: - 

 
(i) for the expression “2017” wherever appearing, the expression “2019” shall be substituted”; 

 
(ii) for the expression “regulation 40” wherever appearing, the expression “regulation 36” shall be 

substituted; and  
 

(iii)para 4, shall be substituted with the following; 
 
“The Regulations require the Company to place before the Audit Committee, and upon 
recommendation of the Audit Committee, place before the Board of Directors for their review and 
approval, its related party transactions. We are only required and have ensured compliance of this 
requirement to the extent of the approval of the related party transactions by the Board of 
Directors upon recommendation of the Audit Committee.” 
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 REDUCTION IN FEE W.R.T PRIVATE FUNDS REGULATIONS 2015 
 

SECP vide S.R.O. 272 (I)/2020 dated March 31, 2020 made amendments in Schedule I of the Private Funds 
Regulations, 2015 

New Fees are as follows: 
Sr. 
No. 

Subject of Application Amount 
(in Rs.) 

1 Application for permission to form Private Fund Management 
Company 

250,000 

2 Application for license to carryout Private Equity and Venture Capital 
Fund Management Services 

500,000 

3 Application for renewal of license to carry out Private Equity and 
Venture Capital Management Services 

Nil 

4 Application for registration of a Private Fund 500,000/- 
 
Effective Date of IFRS 9 - FINANCIAL INSTRUMENTS 

 
SECP vide S. R. O. 273 (I)/2020 dated March 30, 2020 modified the effective date for applicability of 
International Financial Reporting Standard 9 - Financial Instruments in place of International Accounting 
Standard 39 (Financial Instruments: Recognition and Measurement) for Non-Banking Finance Companies as 
“Reporting period/year ending on or after June 30, 2021 (earlier application is permitted)”. 

 
RELIEF FROM THE REQUIREMENTS CONTAINED IN IFRS 9 (IAS 39, IFRS FOR SMES AND 
AFRS FOR SSES) 
 
SECP vide S.R.O. 278 (I)/2020 dated April 01, 2020 granted following relief to all companies from recording 
of fair value adjustments of equity instruments held as FVPL (Fair Value through Profit or Loss) in the 
Statement of Profit or Loss, as at March 31, 2020 as contained in IFRS 9 (IAS 39, IFRS for SMEs and AFRS 
for SSEs), however companies and mutual funds willing to follow the full requirements of IAS-39/ IFRS 9, 
IFRS for SMEs and AFRS for SSEs as applicable are encouraged to do so. 
 
Relief is as follows: - 
 

1. Gain/loss, if any, due to fair value measurement of FVPL equity instruments, held as at March 31, 
2020, may be shown in the Statement of Changes in Equity, as a separate component of equity. 
 

2. The amount taken to equity as per (1) above, including any adjustment/effect for price movements shall 
be taken to the Statement of Profit or Loss for the year/period ending June 30, 2020.  
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 3. The amount of loss taken to equity as per (1) above, shall be treated as a charge to statement of profit or 
loss for the purposes of distribution as dividend, where applicable.  
 

4. All companies and mutual funds opting for the treatment in Para-1 above, shall disclose prominently on 
the face of their Statement of Financial Position, Statement of Profit or Loss and Directors’ Report the 
parameters used by them in determination of the value of their investments and the figures arrived at 
under both regular and especially opted accounting treatment, that is to say, the requirement of 
International Financial Reporting Standards regarding disclosure of such departure have been complied 
with. 
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BLOG OF THE MONTH 
 

AUTHOR:  MR. AGHA MUDASSAR KHAN 
MANAGER, TAXATION ADVISORY SERVICES 

 
INFORMATION NEED TO BE REPORTED, RESPONSIBLE PARTIES, DUE DATE AND 
FREQUENCY FOR REPORTING IN PAKISTAN  
 

 Rule 27B  
 
Every constituent entity, resident in Pakistan, except for ultimate parent entity or surrogate parent entity, need 
to file return to Federal Board of Revenue (FBR) under section 118, details of ultimate parent entity or 
surrogate parent entity and country or territory of its residence. 
 
Due date: On or before return filing due date of constituent entity. 
 
Frequency: Annually 
 

 Rule 27C 
 
If a Pakistan resident constituent entity is ultimate parent company or surrogate parent entity, then need to file 
return with FBR under section 118 and information whether it is an ultimate parent entity or surrogate parent 
entity. 
Due date: On or before return filing due date of constituent entity 
 
Frequency: Annually 
 

 Rule 27D 
 
Every ultimate parent entity or surrogate parent entity in capacity of reporting entity, in respect of MNE group 
to which it belongs, need to furnish country-by-country report to FBR, specified under rule 27G, mainly 
comprising information pertaining to: 
 

(i) Reporting entity identification, such as its name, incorporation number, address and status within MNE group 
etc. 
 

(ii) Overview of allocation of income, taxes and business activities by tax jurisdiction, such as its tax jurisdiction, 
revenue, profits, taxes details and main business activities etc. 
 
Due date: Within 12 months of the last day of MNE group fiscal year ending 
 
Frequency: Annually 
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 Rule 27E 

 
Any one constituent entity resident in Pakistan belonging to same MNE group, being neither the ultimate 
parent or surrogate parent entity, designated by MNE group in this regard shall furnish country-by-country 
report to FBR, specified under rule 27G (main contents discussed already under rule 27D above), in respect of 
MNE group to which it belongs if: 
 

(i) The ultimate parent entity of MNE group is not obliged to file CbCR in its country or territory of residence; 
 

(ii) The country or territory in which the ultimate parent entity is resident has an international agreement to which 
Pakistan is a party but does not have a competent authority agreement to exchange country-by-country report; 
or 
 

(iii)There has been a systemic failure of the country or territory of which the ultimate parent entity is a resident 
and the said failure has been intimated by the Board to such constituent entity 
 
This rule shall not apply, if ultimate parent entity or surrogate parent entity is not required to file CbCR in 
jurisdiction of residence only for the reason that total consolidated group revenue, in near equivalent amount in 
domestic currency, is less than 750 million euros. 
 
Due date: Within 12 months of the last day of MNE group fiscal year ending 
 
Frequency: Annually 
 

 Rule 27F 
 
The CbCR shall not be required from constituent entities under rule 27E if the surrogate parent entity has 
furnished a country by country report fulfilling conditions provided under rule 27F. 
 
DOCUMENTS NEED TO BE MAINTAINED AND RESPONSIBLE PARTY 
 
Every constituent entity of MNE group, resident in Pakistan, shall keep and maintain the following two types 
of files at all time (Rule 27 K, L, M and N): 
 

 Master File – only applicable on MNE group having turnover of more than PKR 100 million, comprising 
standardized information such as: 
 

 Group structure, arrangements among group entities, main geographic markets & business details etc.; 
 Description of supply chain of group’s five largest products/ services; 
 Information of intangible such as strategy, R&D management, agreements, transfer pricing policies etc.; 
 Inter-company financial activities; and 
 Annual consolidated financial statements 
  

 Local File – only for all those transactions with associates, exceeding PKR 50 million, comprising information 
such as: 
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 Local entity structure including management structure, organization chart etc.; 
 Description of business & business strategies; 
 Key competitors; 
 Information of about controlled transactions including description, amount, party, agreements, and 

analysis including changes compared to prior three years, transfer pricing method, etc. and; 
 Financial information including annual accounts, financial data used in transfer pricing method, summary 

schedule of financial data etc. 
 
MODE OF SHARING CbCR INFORMATION WITH FBR  
 
Since electronic submission using specified software in accordance with the formats and related specific 
requirements are not yet developed and available with FBR, documents, reports, information and details are 
ought to be shared via e-mail at cbcr@fbr.gov.pk (Rule 27Q). 
 
NON-COMPLIANCE WITH FBR CbCR REPORTING REQUIREMENTS 
 
Failure to comply with the requirements related to maintenance and furnishing necessary information with 
FBR may result in incurrence of penalties as per section 181 of the Ordinance, on the constituent entity of 
MNE group within Pakistan responsible for compliance, as depicted in the table below (Rule 27O). 
 
INSTANCE 
Failure to maintain record under section 108 
 
PENALTY 
PKR 10,000 or 5% of the amount of tax on income whichever is higher. 
SR.NO of SECTION 181 
07 

INSTANCE PENALTY SECTION 
181 SR.NO 

Failure to maintain record under section 108 PKR 10,000 or 5% of the amount of tax 
on income whichever is higher  

7 

Failure to furnish the information required 
under section 108  

PKR 25, 000 for the first default and 
PKR 50,000 for each subsequent default 

9 

Failures by any reporting financial institution 
or reporting entity to furnish information or a 
CbC report to the Board as required under 
section 107, 108 or 165B of the Ordinance 
within the due date 

PKR 2,000 for each day of the default 
subject to a minimum penalty of PKR 
25,000 

17 

Failure to keep and maintain documentation 
and information required under section 107 of 
the Ordinance or Income Tax Rules 2002 

1% of the value of transaction the 
record of which is required to be 
maintained under Section 108 of the 
Ordinance and Income Tax Rules, 2002 

18 
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RESPONSIBILITY OF FBR  
 
FBR is responsible to transmit CbCR report to jurisdictions that are parties to the competent authority 
agreement, not later than fifteen months after the last day of the reporting fiscal year of the MNE group (Rule 
27G). 
 
FBR and tax jurisdictions with whom they are shared are responsible for its appropriate use only for the 
purpose of conducting high level and informed transfer pricing risk assessment,  assessment of other base 
erosion and profit shifting (BEPS) related risks and economic and statistical analysis, where appropriate. (Rule 
27H). 
 
FBR is further responsible to preserve the confidentiality of the information contained in the CbCR at least to 
the same extent that would apply if such information were provided to it under the provisions of the 
Multilateral Convention on Mutual Administrative Assistance in Tax Matters and must concede its 
inappropriate use to the Coordinating Body Secretariat of OECD or other competent authority, as applicable 
(Rule 27H and I). 
 
CONCLUSION 
 
CbCR is a way of assigning responsibility among multinational enterprises and authorities to include detailed 
financial and tax information relating to global allocation of such enterprises income and taxes, among other 
indicators of economic activity.  
 
In realism, it is an effort by serving the purpose to ensure that adequate taxes are paid on a global level in the 
jurisdictions where profits are generated, value is added, and risk is taken within the MNE group. The ultimate 
goal, of course, is to promote transparency and accuracy in financial and tax reporting. 
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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. 
 
 
 FACEBOOK: https://www.facebook.com/khiljiandco/ 

 LINKEDIN:   https://www.linkedin.com/in/khilji-and-co-chartered-accountants-982b73143/ 

 TWITTER:  https://twitter.com/AndKhilji 

 WHATSAPP: https://chat.whatsapp.com/BHCSFRh1rfuIBSwtIWJWFp 

 YOUTUBE: https://www.youtube.com/channel/UCA4UjhDS_AMKNOFVu7_Qjyg 
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