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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 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 
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COVID-19    PREVENTIVE MEASURES 
 

 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. 
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FORUM:    APPELLATE TRIBUNAL INLAND REVENUE 
REFERENCE/CITATION:  ITA No.564/IB/2013 
JUDGEMENT PASSED BY:  MR. M. M. AKRAM (Judicial Member) 
                                        MR. NADIR MUMTAZ WARRAICH (Accountant Member) 
     MR. MIAN ABDUL BASIT (Judicial Member) 
PARTIES INVOLVED:  M/s LMK Resources (Pvt) Limited (APPELLANT) 
       VS. 

Commissioner Inland Revenue, Audit-II LTU Islamabad (Respondent) 
DATE OF ORDER:   October 08, 2019 
TAX YEAR:    2008 
APPEAL FILED BY:         THE TAXPAYER 
 
Issue involved: 
 
Whether after production of books of accounts and related documents, the conduct of an audit, issuance of an audit 
report after completion of audit proceedings and seeking explanation from the taxpayer on all the issues raised in the 
audit is sine qua non for the assessing officer before assuming the jurisdiction under section 122 of the Ordinance. 
 
Brief Facts: 
 

(1) The appellant is a private limited company, engaged in the business of providing information technology services 
including software development and onsite consultancy with an emphasis on the petroleum sector. The appellant 
filed its ITR for tax year 2008 and the return so filed by the appellant by fiction of law was treated to be an 
assessment order under sec 120 of the Income Tax Ordinance 2001 (the Ordinance). Subsequently the case of the 
appellant was selected for audit under section 177 of the ordinance by CIR (audit) LTU, Islamabad. The assessing 
officer rejected the declared version and determined income under section 122 of the Ordinance. The appellant 
preferred an appeal against aforesaid order before CIR(A) who vide his order dated 23.04.2013 provided certain 
relief to the appellant. Still feeling aggrieved, the appellant has assailed the impugned appellate order before this 
Tribunal on a number of grounds. 

 
(2) The AR of the appellant mainly focused on the point that the order passed by the assessing officer under section 

122(1) of the Ordinance is illegal, void ab-initio and without jurisdiction on the ground that it is an admitted fact 
that the appellant during audit proceedings duly submitted the books of accounts along with related documents as 
required by the assessing officer. After provision of the books of accounts/documentation, the assessing officer 
without conducting the audit proceedings under section 177 of the Ordinance has directly issued show cause 
notice dated 22.10.2009 under section 122(9) of the Ordinance. 

  
(3) The AR contended that after producing the books of account and requisite documents, the audit report should have 

been issued as required under section 177(6) of the Ordinance before assuming the jurisdiction under section 122 
of the Ordinance. AR of the appellant explained that since the case of the appellant was selected for audit, thus it 
was mandatory on the part of the assessing officer to first conduct the audit proceedings under section 177 as 
directed by the Commissioner IR and after completion of the audit he had to issue the audit report in terms of sub-
section (6) of section 177. After seeking explanation from the appellant on the issues raised in the audit report if 
the assessing officer found the explanation unsatisfactory then he could only proceed under section 122 of the 
Ordinance. The aforesaid mandatory procedure was not adopted by the assessing officer therefore the basic order 
passed by the assessing officer under section 122(1) is void ab-initio, the supper structure based thereon in the 
shape of passing of an impugned appellate order automatically falls to ground. 
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(4) On the contrary, the DR on behalf of the Revenue supported the orders passed by the authorities below and 
submitted that the language of section 177(6) of the Ordinance at the relevant time do not require for issuance of 
audit report prior to amendment of assessment under section 122. However, subsequently, the FBR through SRO 
No.131(1)/2016 dated 18.02.2016 inserted rule 231F in the Income Tax Rules, 2002 which provides issuance of 
audit report in cases selected for audit under section 214C before going for amendment of assessment under 
section 122. However. through Finance Act, 2019 the provision of section 177(6A) was inserted by virtue of 
which the issuance of audit report in all cases selected for audit have been made mandatory prior to issuance of 
show cause notice under section 122(9) of the Ordinance. He, therefore, prays for rejection of the appeal. 

 
Decision summary:  
 
Difference of opinion 
 

(5) The Hon'able Judicial Member allowed the appeal of the taxpayer with the observation that the authorities from 
tax department i.e. Assessing Officer and the Commissioner Inland Revenue (Appeals) [CIR(A)] have ignored 
provisions of sub-section 6 of section 174 of the Income Tax Ordinance, 2001 (the- Ordinance, 2001) under which 
issuance of audit report prior to initiating the proceedings for amendment under section 122 of the Ordinance, 
2001 is mandatory. 

 
(6) On the other hand, Hon'able Accountant Member did not give concurrence with the findings of the learned Judicial 

Member and by relaying upon by the Judgment reported as "Commissioner Inland Revenue Sialkot and others Vs. 
M/s Allah Din Steel and Re-rolling Mills and others” (2018 PTD 1444) has held that issuance of “Audit Report” 
prior to initiating proceedings under section 122 of the Ordinance, 2001 is not mandatory and as such it is an alien 
concept under the Ordinance.  
 

Findings of Honorable Judicial Member: 
 

(7) The Honorable Judicial Member has observed that the arguments put forth by AR of the appellant carry substantial 
weight for the reason that the audit shall be conducted as per procedure given in section 177 of the Ordinance and 
after completing the audit, the Commissioner shall issue audit report seeking explanation on all the issues raised in 
the audit. 

 
Quote: “It can be seen from the combined reading of the above provisions of law that after selection of the case for 
audit under sections 177, the audit shall be conducted as per procedure given in section 177 of the Ordinance. Under 
sub-section (5) of section 177, the Commissioner shall conduct an audit of income tax affairs, call for record or 
documents including books of accounts maintained under the Ordinance for conducting an audit of income tax affairs 
of the taxpayer. After obtaining the record of a taxpayer under sub-section (5) of section 177, the Commissioner shall 
conduct an audit of the income tax affairs of the taxpayer. After completion of the audit, the Commissioner under 
subsection (6) of section 177 shall issue an audit report seeking explanation on all the issues raised in the audit. After 
issuance of the audit report, the Commissioner may proceed if he considered necessary amend the assessment order 
under section 122 of the Ordinance.” Unquote  
 

(8) The learned Judicial Member held that opportunity for waiver of penalty given under first proviso to sub-section 
(6A) of section 114 of the Ordinance is a statutory right of the taxpayer and this opportunity is required to be 
provided during the audit proceedings or before issuance of notice under section 122(9) of the Ordinance. 
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 (9) The Honorable Judicial Member referred to decision of Honorable High Court titled as M/s Nestle Pakistan 
Ltd Vs Federal Board of Revenue (2017 PTD 786) wherein it was held that after providing the books of 
accounts and related documents by the taxpayer, it is a mandatory requirement under sub-section (6) of 
section 177 that after completion of the audit, the Commissioner shall after obtaining taxpayer's explanation 
on all the issues raised in the audit, issue an audit report. After issuance of the audit report, the 
Commissioner may proceed if he considered necessary amend the assessment order under section 122 of the 
Ordinance. The said judgment was subsequently upheld by the Hon'ble Supreme Court in the case titled as 
CIR Vs Allah Din Steel & Re-rollinq Mills (2018 PTD 1444). 

 
(10) In the light of above judgements, the Honorable Judicial Member held that: 
 
Quote: “After the judgment of the Hon'ble Supreme Court cited above, the provision of sub-section (6) was 
amended and new sub-section (6A) of section 177 inserted through Finance Act, 2019 which expressly mandate 
that after completion of the audit, the Commissioner shall after obtaining taxpayer's explanation on all the 
issues raised in the audit, issue an audit report. After issuance of the audit report, the Commissioner may 
proceed if he considerer necessary amend the assessment order under section 122 of the Ordinance, 
Simultaneously the taxpayer who intends to take benefit in terms of first proviso to sub-section (6A) of section 
114 of the Ordinance may also avail an opportunity to tile revised return before issuance of notice under 
section 122(9) of the Ordinance. If the Commissioner does not provide such an opportunity to the taxpayer then 
the right, privilege, safeguard given by the statute under the aforesaid proviso shall be infringed which is not 
permissible under the law for the reason that it is settled principle of interpretation of the statutes that each and 
every word appearing in a section is to be given effect to and no word is to be rendered or surplus.” Unquote 

 
(11) The Honorable Judicial Member held that above is supported by the decisions of Apex Court in the cases of 

(i) In the matter of Reference by the President of Pakistan under Article 162 of the Constitution of Islamic 
Republic of Pakistan PLD 1957 SC (Pak.) 219 (ii) Muhammadi Steamship Company Vs CIT, (Central) 
Karachi (PLD 1966 SC 828) (iii) M/s V.N. Lakhani and Company vs M.V.Lakatoi Express and 2 others 
(PLD 1994 SC 894) and (iv) Director General Intelligence and Investigation FBR Vs Sher Andaz and 20 
Others (2010 SCMR 1746).  

 
Conclusion:  
 

(12) The Honorable Judicial Member annulled both the orders passed by the lower authorities being void-ab-
initio and without jurisdiction for the reason that it is immutable principal of law that defective assumption/ 
exercise of jurisdiction by the authorities are incurable. Reliance was placed on Director General 
Intelligence and Investigation FBR Vs Sher Andaz and 20 Others (2010 SCMR 1746), Director General 
Intelligence and Investigation and others Vs M/s AL-Faiz Industries (Pvt.) Limited and others PTCL 2008 
CL 337(S.C) and Collector, Sahiwal and 2 others Vs Muhammad Akhtar (1971 SCMR 681). 

 
Finding of Honorable Accountant Member: 
 

(13) The Honorable Accountant Member, while contradicting with the opinion of the Judicial Member, based on 
the Judgment of Honorable Supreme Court of Pakistan cited at 2018 PTD 1444 and framed as many as 
seventeen (17) in numbers of questions for the resolution of the controversy involved in this case by the 
referee member 
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As the difference of opinion had arisen, therefore, the case was referred to a Referee Member to decide the 
questions as formulated by the Honorable Accountant member  
 
Referee Member Decision 
 

(14) The Referee Member came to conclusion that just answering four of seventeen question referred to him would 
be sufficient to set the conflict / difference, between the opinion of both the honorable members, at naught; 
which are, 

 
(i) Whether in the light and the circumstances of the case, the term Audit has been defined and attained 

any statutory sanction in the ratio of the Judgment of the Hon'able Supreme Court of Pakistan cited 
at 2018 PTD 1444, 
 

(ii) Whether the ratio of the Judgment of the Hon'able Supreme Court of Pakistan cited at 2018 PTD 
1444 by way of issuance of  notice under section 122(9) especially fulfills the conditions laid down 
in the referred judgment that adequate and sufficient opportunity is provided whenever the tax 
liability or the income of the taxpayer is likely to be enhanced, 
 

(iii) Whether in light and the circumstances of the case, the Hon'able Supreme Court of Pakistan in the 
case titled as Chairman FBR and others Vs. Idrees Traders and other cited as 2012 PTD 693 
directed the department to follow FBR letter dated 14.01.2010 bearing C No. (78) ITP/2009/7321-
R, Islamabad policy in letter and spirit which letter prescribes certain conditions and is in the 
context of random selection of cases which is not the situation here, 

 
(iv) Whether the amendments/insertion in section 177(6) and (6A) which introduced vide Finance Act, 

2019 has no applicability/relevance to the case at hand especially as the law relevant at that time 
for tax year 2008 has to be followed and amendment cannot be stretched retrospectively for 11 
years 

 
Arguments Put forth by AR of the Appellant: 
 

(15) The learned AR with reference to the aforementioned four questions submitted that the issuance of Audit 
Report in the circumstances when any taxpayer's case has been selected for audit by the competent authority is 
sine qua non and without issuance of Audit Report, no proceedings for amendment of assessment under section 
122 of the Ordinance, 2001 can be initiated. He, for his argument, relied upon the judgment reported as "Nestle 
Pakistan Limited VS The Federal Board of Revenue etc." (217 PTD 686), ICA No. 338 OF 2017 "Nestle 
Pakistan Limited etc Vs. Federal Bard of Revenue through its Chairman etc" (2017_S_LD 1105) and 
Commissioner of Inland Revenue, Sialkot and others Vs. M/s Allah Din and Rolling Mills and others (2018 
PTD 1444). 

 
(16) The learned AR while relying upon by the above referred judgment has vehemently submitted that as per Sub 

Section 6 of section 177, the department was required to obtain taxpayer's explanation on all the issues raised in 
the Audit proceedings prior to take steps for amendment U/S 122 of the Ordinance, 2001 of already completed 
deemed assessment which the department was failed to do, hence whole super structure of the case built on 
non-compliance of the provisions of sub section 6 of section 177 of the Ordinance, 2001 would fall on the 
ground. He also contended that the department, during hearing proceedings of the case reported as "Chairman 
FBR and others Vs. Idrees Traders and others" (2012 PTD 693), submitted a letter dated 14.01.2010 before the 
Hon'able Supreme Court of Pakistan according to which all the cases pertaining to tax Year 2008 would be 
withdrawn and the matter was, therefore, disposed off with the specific directions to follow the policy issued in 
letter and spirit 
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(17) The learned AR therefore contended that audit proceedings of the appellant pertaining to tax year 2008 was 
required to be closed but the department not only by violating its own policy but also in disobedience of the 
Judgment of august supreme court proceeded to amend the assessment order without prior inviting any 
explanation on audit observations. 

 
Arguments Put forth by Department Representative (DR): 
 

(18) The learned DR argued that the claim of taxpayer that he had not been issued Audit Report in terms of Section 
177(6) before assuming jurisdiction U/S 122, is without any legal force as the amendment as such was inserted 
through Finance Act, 2019, while the amended Order U/S 122(1) was issued on 31.08.2010. It has also been 
contended on behalf of department that no discrimination was done in terms of FBR letter dated 14.01.2010 & 
SC decision reported as 2012 PTD 963 against the appellant taxpayer because the case of the taxpayer was 
referred to FBR & FBR duly approval for continuing audit vide letter dated 17.04.2010 in line with the 
requirement of FBR letter dated 14.01.2010. Moreover, he submits, the decision of honorable supreme court 
was made on 24.02.2011, i.e., subsequent to the issuance of the amended order.  

 
(19) The learned DR submitted that learned Judicial member framed his opinion by relying upon the provision of 

subsection 6A of Section 114 of the Ordinance, 2001 but said subsection 6A do not have any application in the 
case of appellant as the same was inserted through Finance Act, 2010 and the Audit of appellant taxpayer U/S 
177(4) of the Ordinance, 2001 pertains to Tax Year 2008. The learned DR added that the judgments relied upon 
by the taxpayer & learned Judicial Member relate to Audit selection by FBR U/S 214C for Tax Year 2014 & 
not Tax Year 2008. He further submitted that the decision of the Honorable high court reported as 2017 LHC 92 
dated 09.01.2017 and ICA # 338 of 2017 dated 18.07.2017 and that of august Supreme Court reported as 2018 
PTD 1444 (SC) dated 13.03.2018 are not applicable in the case of appellant tax payer because the amendment 
under section 122 of the Ordinance, 2001 in the case of appellant was done on 31.08.2010 and these orders 
cannot be applied retrospectively to an order passed in August 2010 in respect of Tax year 2008. 

 
Decision Summary: 
 

(20) The Honorable Referee Member observed that the primary issue of the instant matter is whether inviting of 
explanation on audit observation in pre-requisite before initiating proceedings under section 122 of the 
Ordinance to amend the deemed assessment order.  

 
(21) The Honorable Member observed that the communicating the reasons to taxpayer for conducting and asking for 

clarification and explanation on audit observation is there in statute so that taxpayer can be saved from the 
cumbersome activity of being audited without any reason and from unnecessary proceedings of assessment and 
adjudicating. 

 
Quote: In my view, the words appearing in sub section 6 of section 177 are very explicit to the affect that the 
Commissioner proceed to amend the deemed assessment only after obtaining taxpayer's explanation on all the 
issues raised in Audit report. Hence it is very clear that no proceedings for amendment of deemed assessment can 
be initiated without obtaining taxpayer's explanation on the Audit Observations. This view is fortified by the 
judgment reported as Nestle Pakistan Limited etc. Vs. The Federal Board of Revenue etc (2017 PTD 686)…” 
Unquote 
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(22) The Honorable Member observed that it has very clearly and authoritatively held in the judgment supra that the 
audit officer should issue an audit report before stepping towards amendment of already completed assessment 
order. This observation in the judgment by the Honorable single bench of high court was affirmed in the ICA # 
338 of 2017 through order dated 18-07-2017 passed by the honorable Division bench of Lahore High Court.  

 
(23) The Honorable Member further referred to the judgment of august Supreme Court of Pakistan, reported as 

(2018 PTD 1444) and observed that this judgement is also very relevant, being completely and 
comprehensively covered the instant issue, according to which on providing the "Books of Accounts" and 
related documents by the taxpayer it is mandatory requirement under sub section 6 of section 177 of the 
Ordinance, 2001 that the Commissioner, after obtaining the taxpayer's explanation on all the issues raised in 
"Audit Report" may proceed, if necessary, to amend the deemed assessment order under section 122 of the 
Ordinance, 2001. 

 
(24) Regarding argument of learned DR, the Honorable Member held that: 

 
Quote: “That so far as the argument of the learned DR with respect to subsection 6A of section 114 of the 
Ordinance, 2001 is concerned, suffice to say that the instant matter revolves around the selected Audit Proceedings 
which covers under the provisions of section 177 of the Ordinance, 2001 and even if, subsection section 6A of 
section 114 for an instance is not considered even then to obtain explanation on audit observation is mandatory in 
the light of judgments supra.” Unquote 
 

(25) The Honorable Member held that board's letter dated 14-01-2010 and the judgment of august Supreme Court of 
Pakistan reported as (2012 PTD 693) are the issue settling documents, for the other issue "whether the 
department was first required to establish the gross irregularity in the record of the taxpayer which to be 
informed to the FBR for further guidance". 

 
(26) Another contention of the learned DR was that the case laws relied upon by the learned AR was announced in 

the year 2017 and 2018 whereas the proceedings for amendment in the case of present appellant were concluded 
in year 2010 hence the findings of the Hon'able Courts of Pakistan will not be given retrospective affect to the 
present case. The honorable Member held that this view of the learned DR is misconceived because the 
Hon'able superior Courts interpret the statutory provision brought before the courts and once the courts declare 
any act against a statutory commandment or framed any rule through the judgment, it will necessarily be 
followed for all matters of present and future times. 

 
(27) The Honorable Member concluded his findings as follows: 
 
Quote: “My finding concerning to question No. (i) is that as per Para 16 of the of the Hon'able Supreme Court of 
Pakistan cited at 2018 PTD 1444 it is necessary for the tax department to obtain the explanation from the taxpayer 
on observation prior to proceed for amendment of assessment but in the instant case tax department did not follow 
the said law laid down by the august Supreme Court hence the act inconsistent to the judgment is illegal.” Unquote 

 
Quote: “My opinion to question No (vii) is that the opportunity of hearing in terms of section 122(9) of the 
Ordinance 2001 is quite different as the same deals with adjudicating / assessment proceedings but what the law 
requires, in the light of judgment of Allah Din steel and Rolling Mills supra, is to obtain the explanation in writing 
as envisaged under subsection 6 of section 177 of the Ordinance 2001, from the taxpayer on audit observations 
before issuing a notice under section 122 of the Ordinance, 2001. But in the instant case the tax department directly 
started the proceedings for amendment of assessment without obtaining explanation on audit observation which in 
not warranted under the law.” Unquote 
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Quote: “The tax department, in the light of judgments of august supreme court in the case of Allah Din steel and 
Rolling Mills supra and of Honorable Lahore High Court in the of Nestle Pakistan Limited was under legal obligation, 
to communicate the audit observation in writing and obtain the explanation from taxpayer before proceed to amend 
the assessment which the department did not do in the instant case. Hence the question of the retrospective application 
is not arisen as subsection 6 of section 177 was available in statute book in the year 2008.” Unquote 

 
(28) While deciding the appeal, the Honorable Referee Member held that: 
 
Quote: It is, therefore, in the sagacity of discussions and circumstance narrated above and the opinion framed on the 
question referred above, I am in full agreement with the reasons and findings rendered by my learned brother judicial 
member, resultantly the appeal of the appellant company is accepted.” Unquote 
 
 
FORUM:    APPELLATE TRIBUNAL INLAND REVENUE 
REFERENCE/CITATION:  ITA No.226/IB/2014 & 227/IB/2014 
JUDGEMENT PASSED BY:  MR. M. M. AKRAM (Judicial Member) 
                                                                  MR. HABIB ULLAH KHAN (Accountant Member) 
PARTIES INVOLVED:  M/s Zia Steel Re-Rolling Mills (APPELLANT)     
     VS.  

Commissioner Inland Revenue, Enf-IX, LTU Islamabad (Respondent) 
DATE OF ORDER:   September 09, 2020 
TAX YEAR:    2011 & 2012 
 
Brief Facts: 
 

(1) Appeals have been filed by the Appellant against the order passed under section 182(1) of the Income Tax 
Ordinance, 2001 (“the Ordinance”). The Assessing Officer observed that the appellant did not e-filed its income 
tax returns for the years under consideration till 11.05.2012 and 03.02.2012 regarding which the appellant was 
confronted through show cause notice which remained uncomplied with. Accordingly, penalties for the said 
default amounting to Rs.1,543,928/- and Rs.398,291/- for the tax years 2011 and 2012 respectively were imposed 
by the Assessing Officer.  

(2) The appellant taxpayer being aggrieved, filed appeals before the learned CIR(A) who confirmed the impugned 
penalties orders for the Tax Years 2011 and 2012 vide Appeal Order Nos.96&97/2014 dated 04.02.2014. Felt 
aggrieved, the appellant has now come up before this Tribunal and has assailed the impugned orders on a number 
of grounds. 

 
Arguments put forth by Appellant & Respondent: 
 

(3) For the tax year 2011, the learned AR submits that incompliance of the SRO 550(I)/2012 dated 23.05.2012, the 
appellant filed its return well within the such period. Thus, there is no delay in filing of return. For the tax year 
2012, the learned AR of the appellant contends that the appellant applied for extension in time for filing the 
income tax return which was allowed up to 12.11.2012 by the competent authority vide letter C.No.107 dated-
02.11.2012. The appellant again submitted an application for further extension in time before the competent 
authority. However, before rejection of the said application, the appellant filed its return for the tax year 2012 on 
03.12.2012. 
 

(4) Further argued that notwithstanding the aforesaid,’ the appellant before issuance of show cause notice filed its 
returns along with admitted tax liability and as such there is no loss of revenue to the Government Exchequer. It 
has been stated that there is no willful default on the part of the appellant which is a condition precedent for levy 
of penalty 
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(5) Learned DR opposed the appeals on the ground that learned Commissioner (Appeals) has passed a speaking order 
and there is no illegality or lacuna in his orders. 
 

Decision summary: 
  

(6) The learned court has observed that the arguments put forth by AR of the appellant carry substantial weight for the 
reason that through SRO 550(I)/2012 dated 23.05.2012 the Federal Government had allowed the Steel Melters to 
deposit the tax liability by 31.05.2012 who had opted to pay sales tax under the Sales Tax Special Procedure 
Rules, 2007 for the tax year 2011. 
 

Quote: “By availing the aforesaid benefit, the appellant paid the tax liability and filed the return for the tax year 2011 on 
11.05.2012 well within the aforesaid date i.e. 31.05.2012. It is pertinent to mention here that without depositing the 
admitted tax liability, the appellant could not e-filed its return. Thus, according to the said SRO there is no delay in filing 
the return for the tax year 2011.” Unquote 

 
(7) For tax year 2012, the learned ATIR observed that that the appellant admittedly paid the principle tax liability 

along with the tax return and there is no dispute regarding the tax liability. The penalty is imposed by the assessing 
officer only for late filing of the return. 
 

Quote: “The case of the appellant for both the tax years is fully covered in the amnesty given by the Federal Government 
through SRO 494(I)/2013 dated 10.06.2013 and therefore, the appellant is entitled to get relief under the said notification 
by deleting the penalty imposed by the assessing officer.” Unquote 

 
(8) To answer the question that whether the appellant would be entitled to exemption from whole of amount of default 

surcharge and penalty under the above SRO as it had already paid the due tax before issuance of the said SRO, the 
learned ATIR referred to decision of Hon’ble Division Bench of Lahore High Court (2006 FTP 336), Hon’ble 
Division Bench of the Islamabad High Court (2013 PTD 1037), Yousaf Sugar Mills Ltd Vs Government of 
Pakistan etc. (2008 PTD 1461) and Hon’ble Lahore High Court reported as 2006 PTD 336 wherein the question 
was decided by their Lordships in favor of the taxpayer. 
 

(9) The Honorable ATIR held that: 
 

Quote: “Therefore, keeping in view of the aforesaid, the issues raised in this appeal have already been decided by the 
Hon'ble High Courts, this Tribunal is bound to follow the judgments supra. In the circumstances, these appeals are 
accepted on the same terms as the law enunciated and articulated in the judgments cited supra. Consequently, the orders 
passed by the lower authorities are annulled.” Unquote 
 
 
FORUM:    LAHORE HIGH COURT 
REFERENCE/CITATION:  Writ petition No. 37861 of 2020 
JUDGEMENT PASSED BY:  MR. JAWAD HASSAN, JUSTICE 
PARTIES INVOLVED:  SHELL PAKISTAN LIMITED (APPELLANT)    
     VS. PUNJAB THROUGH THE SECRETARY (Respondent) 
DATE OF ORDER:   AUGUST 27, 2020 
 
Brief Facts: 
 
The Petitioner is a public limited company incorporated under the Companies Ordinance, 1984 and this petition is filed on 
behalf of the Petitioner through its authorized attorney. After issuance of show cause notice dated 04.04.2018 by the 
Respondent No.5, the Petitioner filed detailed reply. 
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(1) Order-in-Original was passed by aforesaid Respondent on 23.07.2018 against which the Petitioner immediately 
filed appeal before the Respondent No.4/Commissioner (Appeals) under Section 63 of the Punjab Sales Tax 
Services Act, 2012 (the “Act”). When no stay was granted to the Petitioner by the Commissioner (Appeals), the 
Petitioner approached this Court on 18.10.2018 by filing W.P.No.239851 of 2018 challenging constitution of 
Punjab Revenue Authority (PRA), etc wherein stay was granted but later on aforesaid writ petition was dismissed.   

 
Arguments put forth by Appellant & Respondent: 
 

(2) Learned counsel for the Petitioner argued that under Section 64 of the Act the Commissioner (Appeals) has 
powers to stay the recovery till decision of the appeal and has relied on judgment of this Court cited as “Reliance 
Commodities (Private) Ltd, v. Federation of Pakistan and others” (PLD 2020 Lahore 632). He further argued that 
access to justice is a fundamental right of the Petitioner and relied on “Mehram Ali and others v. Federation of 
Pakistan and others” (PLD 1998 SC 1445) in which it has held that an essential feature of such right includes the 
determination of any grievance or dispute by an independent tribunal. He added that the Petitioner cannot be 
forced to make payment unless the matter is finally adjudicated by an independent tribunal. Next states that if the 
Respondents are not restrained from recovering the impugned amount, the Petitioner will suffer an irreparable loss 
during pendency of appeal before the Respondent No.4. 
 
Learned Additional Advocate General objected to maintainability of the petition on the ground that since the 
appeal of the Petitioner is pending and there is no stay order in the field therefore, impugned notice was validly 
issued by the authority to recover the amount.    
 

Decision summary:  
 

(3) The Honorable High Court observed that the prayer made in this petition is twofold. Firstly, the Petitioner is 
seeking direction under Article 199 of the Constitution to the Respondent No.4 by way of writ of mandamus to 
decide the application within the time frame provided under Sections 63, 64 and 65 of the Act. Secondly, the 
Petitioner is seeking writ of prohibition under Article 199 of the Constitution against the Respondents to restrain 
from taking any adverse action due to inbuilt stay mechanism provided under the law. 
 

(4) The Honorable High Court placed reliance is placed on number of reported judgments as (2002 PTD 679), 2003 
PTD 1746), (2005 PTD 1368), (2006 PTD 535), (2006 PTD 2207), (2006 PTD 2237) and (2016 PTD 2406) and 
observed that in this case, the Petitioner has a fundamental right to be treated as per Article 4 of the Constitution 
which clearly states that every citizen has an inalienable right to be treated in accordance with law and no action 
detrimental to his/her life, liberty, reputation or property shall be taken except as per law. While Article 23 of the 
Constitution provides right to acquire, hold and dispose of property which is protected under Article 24 of the 
Constitution 
 

(5) The Honorable High Court stated that: 
 

Quote: “This Court has already explained the doctrine of ripeness in recent reported judgment cited as “Reliance 
Commodities Pvt. Ltd v. Federation of Pakistan and others” (PLD 2020 Lahore 632) wherein it has been held that if the 
matter is not yet ripened with the authorities, no recovery can be made.” Unquote 
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(6) It was further held that: 
 

Quote: “Perusal of file reveals that the Petitioner’s appeal was filed on 18.09.2018 (Annex-Dl of the Petition) and has not 
been decided so far by the Commissioner (Appeals) despite lapse of statutory deadline. Therefore, this Court has to 
protect the Petitioner’s right under Articles 18, 4, 10-A of the Constitution as a stop-gap arrangement.” Unquote 

  
(7) The Honorable High Court granted temporary relief to the Petitioner by directing Respondent No.3 to decide the 

appeal of the Petitioner within a period of two (02) months and stay application within a period of one (01) month 
in accordance with law, from the receipt of certified copy of this order. However, till the decision of stay 
application by the Respondent No.3, no coercive measures for recovery of disputed amount shall be taken against 
the Petitioner by the Respondents 

 
 

FORUM:    SINDH HIGH COURT 
REFERENCE/CITATION:  INCOME TAX CASE NO. 300 OF 2004 
JUDGEMENT PASSED BY:  MR. JUSTICE IRFAN SADAAT KHAN 
     MR. JUSTICE MUHAMMAD FAISAL KAMAL ALAM 
PARTIES INVOLVED:  COMMISSIONER (LEGAL DIVISION) KARACHI     
     (APPELLANT) VS. 

BROOK BOND PAKISTAN LIMITED (Respondent) 
DATE OF ORDER:   OCTOBER 22, 2020 
 
Issue involved: 
1. This Income Tax Case (ITC) was filed by the department by raising the following questions of law; which were 

admitted to regular hearing on 12.04.2005: 
(i) Whether on the facts and circumstances of the case, the learned 1TAT was justified in treating an amount of 

Rs.145,031,000/- as discount instead of commission? 
(ii) Whether on the facts and the circumstances of the case, the learned 1TAT was justified in ignoring the fact that 

the assessee has shown the amount of Rs.145,031,000/- as commission in the Profit and Loss Account and 
subsequently retracted its version by calling it discount? 

(iii) Whether on facts and circumstances of the case, the learned ITAT was justified in ignoring the otherwise 
binding provision agreement executed between the assessee and distributors? 
 

Brief Facts: 
 
2. Briefly stated the facts of the case are that the respondent/assessee is a Public Limited Company. The Assessing 

Authority (AA) while examining the record of the respondent found that the assessee has allowed commission to its 
distributors but has not deducted the tax upon it. As required under Section 50(4A) of the Income Tax Ordinance 
1979 (The repealed Ordinance). The AA thereafter made the assessment under Section 52 of the repealed Ordinance, 
by treating the respondent as an assessee in default. Being aggrieved with the said order, an appeal was preferred 
before the Commissioner of Income Tax (Appeals) [CIT(A)] bearing Appeal No.266, who after finding the order of 
the AA to be illegal annulled the same through order dated 31.5.1995.  

 
3. Being aggrieved with the said order, an appeal was preferred by the department before the Income Tax Appellate 

Tribunal (ITAT), which also through its order dated 04.10.2001, passed in appeal bearing ITA No.539/KB of 1995-
96, upheld the order of the learned CIT(A). Being aggrieved with the said order a Reference Application (RA) 
bearing R.A. No.55/KB of 2002, under Section 136(1) of the repealed Ordinance, was preferred by the department. 
This RA too was dismissed by the ITAT vide order dated 16.04.2002. Thereafter the instant ITC has been preferred 
before this Court by the Income Tax Department. 
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Arguments put forth by Appellant & Respondent 
 
4. Mr. Muhammad Aqeel Qureshi, advocate has appeared on behalf of the department and stated that the respondent has 

misdirected the department by submitting that they have given discount to their distributors, whereas from the record 
and the documents furnished by the respondent it was evident that they had given commission to them, upon which 
they were liable to deduct tax at the rate of 10%, under Section 50(4A) of the repealed Ordinance and since the 
respondent had defaulted in not deducting the said tax at source, they have become an assessee in default, as per 
Section 52 of the repealed Ordinance. According to Mr. Qureshi, the AA was fully justified in treating the respondent 
as an assessee in default, who finally submitted that the order of the AA may be restored and that of the CJT(A)and 
the ITAT may be set aside. 

5. Mr. Arshad Siraj Memon, Advocate has appeared on behalf of the respondent and stated that no commission has been 
paid by the respondent to its distributors so as to invoke Section 50(4A) of the repealed Ordinance. He stated that only 
discount was offered to the distributors, in order to enhance the sales of the respondent company, which could not be 
considered to be a commission to the said distributors. He stated that the amount offered as trade discount to the 
distributors was not in the nature of commission hence CIT(A) and ITAT were fully justified in observing that the 
amount disclosed by the present respondent was nothing but a trade discount rather than commission, as alleged by 
the department.  

6. He stated that no doubt at some places instead of 'trade discount' the term ‘commission' has been used, which is a 
misnomer and would not change the nature of trade discount to be treated as commission. He stated that it is always 
the substance which is to be seen and considered rather than the form. In this regard, the learned counsel has placed 
reliance on the decision given in the case of Habib Insurance Co. Ltd. Vs. Commissioner of Income Tax Karachi 
(PLD 1985 SC 109) and Commissioner of Income Tax Vs. Gammon (Pak) Limited, Karachi [(1966) 14 Tax 304 
Karachi]. He further stated that similar questions of law were raised in the cases of other tax payers but the 
department itself withdrew those ITCs by not pressing the same. Learned counsel in this behalf has placed reliance on 
the order dated 20.02.2000 passed by this Court in ITC No. 243/2001. Learned counsel has also placed on record a 
copy of the agreement entered between the respondent and one of its distributors to show that the amount represents 
trade discount and not commission.  

7. The learned counsel next stated that in the present circumstances Section 50(4A) of repealed Ordinance is not 
attracted as reading of this section according to him would reveal that this provision is attracted only when a person 
makes payment in full or in part on account of brokerage or commission; whereas according to him in the instant 
matter no amount has been paid on the account of either brokerage or commission hence neither Section 50(4A) of 
the repealed Ordinance is attracted nor section 52 of the  repealed Ordinance, which is a penal provision and is 
invoked only on the non-compliance of Section 50 (4A) of the repealed Ordinance. 

 
Decision summary:  
 
8. The Honorable High Court observed that the counsel appearing on behalf of defendant has not controverted or denied 

the aspect that full amount of sale consideration was received by the respondent from its distributors. While referring 
to Section 4 of the Sale of Goods Act, Honorable High Court stated that: 

 
Quote: “A perusal of the above section indicates that a transaction between the parties culminates when the seller or the 
transferee agrees to transfer the property to the buyer for a price. In the instant case it has been stated that the product 
has been delivered by the respondent after receiving full amount in advance from the distributor, hence the aspect of sale 
of the goods to the distributor has come to an end as the distributor then has become the owner of the said product.” 
Unquote 
 
9. The Honorable High Court further held that: 
Quote: “It is a settled proposition of law that liability of tax depends upon the nature of the transaction irrespective of the 
name given to it, for example, if a taxpayer claims any expenditure, which by nature is inadmissible, by simply changing 
narration or heading of the said expenditure, the same would not per-se become a permissible or admissible expenditure 
but would remain an inadmissible expenditure, as per the relevant law.” Unquote 
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10. The Honorable High Court while disposing of the ITC held that we do not find any illegality or irregularity in the 
order passed by the learned ITAT so as to hold otherwise, as observed by it. We, therefore, under the circumstances 
answer all the three questions referred to us in the instant ITC in affirmative i.e. in favour of the respondent/taxpayer 
and against the appellant/department 

 
 
FORUM:   APPELLATE TRIBUNAL INLAND REVENUE, LAHORE BENCH 
REFERENCE/CITATION: ITA NO. 1429/LB/2020 
JUDGEMENT PASSED BY: MR. RAZA MUNAWAR (ACCOUNTANT MEMBER) 
PARTIES INVOLVED: FATIMA FERTILIZER WELFARE FUND (APPELLANT)    
    VS. CIR (APPEALS), BAHAWALPUR (Respondent) 
DATE OF ORDER:  OCTOBER 2, 2020 
 
Brief Facts: 
 

(1)  The appellant filed return of tax year 2016 declaring income at Rs. 5,167,776 which was deemed to be 
Assessment Order u/s 120(1)(b) of the Income Tax Ordinance, 2001. The assessment record as examined by the 
department revealed that it was not an approved Non-profit Organization in terms of Section 2(36) of the 
Ordinance and assessment was found as erroneous as well as prejudicial to the interest of revenue. Show cause 
notice u/s 122(9)/122(5) of the Ordinance was served to explain his position. The appellant/taxpayer filed written 
reply which found unsatisfactory, finally, the Add: Commissioner IR concluded the proceedings by passing the 
impugned order dated 27.09.2018 u/s 122(5A) of the Income Tax Ordinance, 2001 whereby tax payable was 
assessed at Rs. 1,653,688. 
 

(2) The Commissioner IR (Appeals) maintained/confirmed order of Additional Commissioner by stating that any 
organization/institution can claim the benefit of tax credit u/s 100C of the Ordinance subject to fulfillment of its 
conditions along with approval granted by the CIR concerned u/s 2(36)(c) of the Ordinance read with rules 211-
217 of the Income Tax Rules, 2002.     
 

Arguments put forth by Appellant & Respondent: 
 

(3) The learned AR argued that for the claim of tax credit u/s 100C of the Ordinance, approval from the CIR 
concerned is not necessary u/s 2(36)(c) of the Ordinance. He elaborated his view point by arguing that income of 
the taxpayer, Welfare Institution, covered u/s 100C of the Ordinance is exempt from 100% tax credit including 
minimum tax and final taxes payable under any of the provisions of the Ordinance as the language of statute is 
very clear and includes the income of Trust or Welfare Institutions in addition to the Non-Profit Organizations. He 
has further apprised the court that for the tax year 2014, the taxpayer of the instant case has been treated as welfare 
society but for the year under consideration same stance of the taxpayer has been rejected without assigning any 
plausible reason in this regard 

 
(4) On the other hand, the learned DR appearing on behalf of the department has fully supported the impugned order 

by reiterating the basis evolved therein 
 
Decision summary:  
 

(5) The learned ATIR held that from the bare perusal of relevant provisions of section 100C of the Ordinance, it 
becomes crystal clear that non-profit organizations, trusts or welfare institutions are exempt from taxation 
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(6) The ATIR further observed that an alarming aspect of the case, which has been brought to the  notice of the Bench 
is that the department accepted the stance of the  taxpayer of being welfare society for the tax year 2014 but for the 
year  under Consideration the claim of the taxpayer of tax credit u/s 100C of the  Ordinance has been rejected 
without bringing on record any plausible  reasons.  
 

(7) The Honorable ATIR while deciding the appeal held that: 
 

Quote: “It is pertinent to note that condition regarding getting approval of the Commissioner u/s 2(36) of the Ordinance 
was introduced through Finance Act, 2019 and is not applicable for the year under consideration i.e. 2016. In view of the 
foregoing discussion, the orders passed by both the authorities below being not speaking once are hereby vacated by way 
of acceptance of the appeal of the taxpayer. We order accordingly.” Unquote 
 
 
FORUM:    SINDH HIGH COURT 
REFERENCE:    I.T.R. A 198 OF 2001  
JUDGEMENT PASSED BY:  MR. JUSTICE MUHAMMAD ALI MAZHAR 
     MR. JUSTICE AGHA FAISAL 
PARTIES INVOLVED: PAKISTAN MERCANTILE EXCHANGE LIMITED (APPELLANT) VS. 

COMMISSIONER INLAND REVENUE - ZONE 1. (RESPONDENT) 
DATE OF ORDER:   FEBRUARY 12, 2019 
TAX YEAR:    2011   
APPEAL FILED BY:               THE TAXPAYER 
ISSUE INVOLVED: DETERMINATION OF THE TAXABILITY OF SECURITY DEPOSIT OF 

INCOMING MEMBERS OF THE EXCHANGE.  
 
BRIEF FACTS 
 
In order to trade on the Exchange a broker must apply to become a member. During the tax year 2003 membership was 
governed by the Membership Rules 2002 and the General regulations of the National Commodities Exchange Limited 
2003. In 2007 these were replaced by the General Regulations of the National Commodities Exchange Limited 2007.  
 
The issue arose on December 31, 2003 when the Exchange Filed its original return for the tax year 2003. On December 24, 
2008, the Exchange received a notice under Section 122(5A) of the Income Tax Ordinance, 2001 expressing tax officer’s 
intention to treat the security deposits paid by its members as the Exchange income. On January 31, 2009, the tax officer 
taxed the security deposit on the Exchange’s income  
 
The Exchange challenged the order before the Commissioner Appeals. The Commissioner Appeals stated that the amount 
is not refundable to the outgoing member unless the incoming member pays the same amount. Therefore, the appellant 
keeps the said amount for an indefinite period. The members have no control on its utility and depositor is not beneficiary 
of the security deposits. Thus, the so-called security deposits are nothing but income of the Exchange. The appeal failed to 
succeed. 
 
The Exchange filed an appeal before ATIR, which remanded the matter back to the commissioner Appeals.  
The commissioner Appeals remanded it further to the Taxation officer. The Taxation officer stated that the  
so-called security deposit has all the attributes of income. Exchange then filed an Appeal before ATIR which again got 
dismissed. A separate income tax Reference application is pending against the aforesaid order of the ATIR 
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OBSERVATION OF THE COURT:  
 
The learned court has observed the following: 
 
1) APPELLANT’S RESPONSE:  

 
Barrister Almani laid out the case for the applicant arguing that security deposit could not be treated as income. It was 
argued that  
 
 The said order failed to appreciate that it was impossible for the Exchange to produce evidence of using security 

deposits to settle obligations of a member as no member has defaulted yet.  
 The said order failed to consider that on occasion when a membership was cancelled for a particular reason and the 

security deposit forfeited, the exchange has accepted and declared the same as income and paid tax thereon. 
 An amount which is not income and does not have any characteristics of income should not be considered as income. 

In this regard the learned counsel drew article 142 of the constitution read with entry 47 of the Federal Legislative list. 
 

2) Section 15(2) of the ordinance which relates to income from property, provides that “rent”, which is taxable under 
section 15(1) includes “any forfeited deposit”. As the security deposit is refundable, the said amount does not belong 
to Exchange and cannot be considered its income. 

 
3) Barrister Almani had cited case law to highlight three propositions of law: 
i) A lien is a right in person to retain which in his possession but belongs to another till certain conditions are satisfied.  
ii) Income ordinarily indicates a periodical monetary return with actual or expected regularity; and 
iii) That a security deposit can not be considered as income. 

 
4) The main argument by the respondent was that since the security deposit was not refundable till the time when the 

same amount was deposited by the incoming member, therefore the said amount was income. 
5) Although the above stated is an admitted fact, however, it is also clear that this rule was superseded by the 

prescriptions of Regulation 2007 wherein it was stated that the security deposit is to be refunded when the person 
ceases to be a member even if he does not transfer his membership. 

6) The security deposit becomes part of the fund which is used to meet any losses arising out of default of a member. 
Exchange shall have a lien over all amounts deposited by the broker towards the security deposit. Therefore, the entire 
premise of the respondent fails to justify the treatment of the security deposit as income, post Regulations 2007. 

7) The exchange has placed its annual returns for the financial year 2007 to demonstrate that the security deposit if two 
brokers was forfeited and consequently it was disclosed as “other income” and was taxed accordingly. 

8) Rule 94(a) of Rules 2002 prescribes that if a member defaults, The Exchange would use the security and other assets 
of the member. Hence, it is apparent that the security deposit is being treated as the asset of the defaulter. 

9) Rule 94(b) confirms that Exchange also has a lien over the security deposit. 
 
DECISION BY THE HIGH COURT:  
 
We are not convinced that whole Fund could be criticized just because there is no such evidence of default amelioration 
till date. The existence of fund is apparent to the relevant authority. It is just its treatment, liability vis a vis income, that is 
subject to debate. 
 
The fact that deposit was refunded upon replacement by an incoming member does not affect the nature of deposit. 
Quote: “In view of the reasoning and rationale contained herein the question framed for determination by this Court, is 
answered in negative, hence, in favour of the applicant and against the respondent.”  Un-quote 
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FORUM: APPELLATE TRIBUNAL INLAND REVENUE LAHORE BENCH, LAHORE. 
REFERENCE/CITATION:  MA(AG) No. 70/LB/2020  
PARTIES INVOLVED:   M/s Educational Services (Pvt.) Ltd, Lahore.  (APPELLANT) 
     VS. The CIR LTU, Lahore. (RESPONDENT) 
DATE OF ORDER:   October 01, 2020 
TAX YEAR:    2006 
APPEAL FILED BY:               THE TAXPAYER 
ISSUE INVOLVED: TIME BARRED AMENDMENT OF ASSESSMENT U/S 122(5A) OF THE ITO 

2001.  
 
BRIEF FACTS:  
 
The return for tax year 2006 was submitted on 30th December 2006 which was deemed to be an assessment u/s 120 of the 
ITO 2001. The amendment assessment order u/s 122(5A) of the ITO 2001 was passed on 30.06.2012. The additional 
ground taken by the appellant against the departmental appeal is that the amended assessment is time barred and the issue 
of limitation was not addressed by the authorities below.    

 
OBSERVATION OF THE COURT:  
 
The honorable court has observed the following issue: 
 
The learned AR of the taxpayer stated the amended assessment is time barred. He later supported his claim using Law of 
limitation by drawing our attention to the Order of Taxation Officer that the return was filed on 30-12-2006 for the year 
under appeal which was deemed to be an assessment order u/s 120 of the Income Tax Ordinance and the limitation to 
amend the order u/s 122(5A) was to be expired on 2011 whereas the amendment order was passed in 2012 for the year 
under appeal which is time barred.    
 
DECISION: The Honorable court has decided the case as under: 
 
Quote “Since the case laws referred above is applicable on all fours of the instant case as it has been established without 
any shadow of doubt that the Taxation Officer and the learned CIR (Appeals) has failed to follow the procedure laid down 
under the Income Tax Ordinance 2001 and ignored the judgments of the superior courts in the subject. Therefore, we have 
no hesitation to annul the orders of authorities below being barred by time and restore the order u/s 120(1) of the Income 
Tax ordinance, 2001. We accept the stance of Taxpayer purely on legal grounds, obviously the taxpayer’s miscellaneous 
application for additional grounds be successful while the department appeal fails.”. Un-quote 
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FORUM:    LAHORE HIGH COURT  
REFERENCE/CITATION:  W.P. NO.49412/2019 
JUDGEMENT PASSED BY:  MR. SHAHID KARIM (JUDGE) 
PARTIES INVOLVED:  HAMID MAHMOOD. (APPELLANT)  VS. 
     FEDERATION OF PAKISTAN. (RESPONDENT) 
DATE OF ORDER:   NOVEMBER 13, 2020 
 
ADVOCATE FOR PETITIONER:     M/S Shakeel Ahmed Basra and Zahid Imran Gondal 
ADVOCATE FOR RESPONDENT: MR. Ali Asad Gondal 
 
ISSUE INVOLVED: ISSUANCE OF NOTICES AFTER DELETION OF SECTION 214D OF ITO, 

2001 THROUGH FINANCE ACT, 2018      
      

BRIEF FACTS:  
 
That the case of the taxpayer was selected for audit under section 214D of the Income Tax Ordinance, 2001 after the 
deletion of Section 214D through Finance Act, 2018. 
 
OBSERVATION OF THE COURT:  
 
The learned court has observed the following issue: 
 
That the section 214D was omitted through Finance Act, 2018 which is effective from July 01, 2018 and after that 
assessing officer has no powers to issue notices. 
 
DECISION:  
 
The Honorable Court after discussing the legal provisions and case laws presented before this forum has decided that 
proceedings initiated by the learned officer subsequently to the deletion of section 214-D through Finance Act, 2018 are 
ultra vires and without lawful authority. The relevant extract from the said order is reproduced hereunder for ease of 
reference; 
 
Quote “This preposition has not been rebutted by the counsel for the respondents as undoubtedly through Finance Act, 
2018 section 214D of the Ordinance, 2001 was omitted and hence the power was not available to be exercised by the 
officers subsequent to the omission. The impugned notices are clearly ultra vires and are held to be without lawful 
authority. Consequently, these petitions are allowed and the impugned notices are set aside.” Unquote 
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FORUM:    ISLAMABAD HIGH COURT 
REFERENCE/CITATION:   W.P No. 268 of 2017 
JUDGEMENT PASSED BY:  MIANGUL HASSAN AURANGZEB, JUSTICE. 
PARTIES INVOLVED: MESSRS TECNIMONT SPA THROUGH SPECIAL ATTORNEY.     

(PETITIONER) VS. 
PAKISTAN THROUGH SECRETARY, MINISTRY OF FINANCE AND 3 
OTHERS. (RESPONDENT) 

DATE OF ORDER:   JULY 30, 2020  
TAX YEAR:    2017 
PETITION FILED BY:              THE TAXPAYER 
 
ISSUE INVOLVED: DISPUTE AS TO THE TREATMENT OF AMOUNT OF RS. 217,061,749 

WITHHELD AS TAX DEDUCTED AT SOURCE AND ADJUSTMENT OF 
SALES TAX LIABILITY OF RESPONDENT AGAINST THE AMOUNT 
ULTIMATELY BENEFICIAL TO THE PRACTITIONER. 

BRIEF FACTS:  
 
Petitioner, through this instant petition wants the High Court to implement the same judgement and refund the amount of 
Rs.217,061,749/- being the unlawfully withheld tax for the years 1996-97, 1997-98 and 1998-99 from the payments due to 
the petitioner from respondent No.4 (Habibullah Coastal Power Company (“H.C.P.C.”) in addition to compensation under 
Section 102 of the Income Tax Ordinance, 1979 (“the 1979 Ordinance”). 
 
Petitioner consequently took the matter to ATIR. The Court decided the matter in favor of Petitioner dated May,05 2015. 
On November 11, 2012, an appeal effect was passed by the Inland Revenue Officer entitling the petitioner to the refund of 
the said amount. The petitioner was not paid the amount and as a result the petitioner made a complaint in FTO who 
directed respondents to refund the amount. 
 
Initially, no tax was deducted at source from the payments made by respondent No.4 (HCPC) to the petitioner based on the 
provisions of the Avoidance of Double Taxation Treaty between Pakistan and Italy read with Section 163 of the 1979 
Ordinance and the fact that the petitioner, being a foreign supplier had no permanent establishment in Pakistan. Then the 
Assessing Officer vide three orders dated 15.09.1998 for the tax years 1997 to 1999 treated respondent No.4 as an assesse 
in default under Section 52 of the 1979 Ordinance. Respondent No.4’s appeals against the said orders dated 15.09.1998 
were dismissed by the Commissioner Income Tax (Appeals) vide orders dated 07.01.1999. subsequentially, it was allowed 
vide before ITAT as well. In consequence to said orders, respondent No.4 decided to deduct withholding tax on payments. 
Respondent No.4 deducted Rs.217,061,749/- from the payments made to the Petitioner. 
 
OBSERVATIONS OF THE COURT:  
 
The learned court has observed the following issues: 
 
1. Learned Counsel for the Petitioner submitted that  
 Petitioner was a foreign entity with no permanent establishment in Pakistan and therefore not liable to pay Income 

Tax in Pakistan.  
 Since the order filed by the ATIR and the appeal effect still holds the field, there is no excuse available for 

respondents to not refund the amount. 
 
2. Learned Counsel for the respondent No.4 (HCPC) supported the relief sought by the petitioner in its petition.  
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3. In ATAT’s order dated September 29,2010, it was observed that: 
 
 An explanation to Section 52 of the 1979 Ordinance was inserted through Finance Act, 1999 which came into 

force on July 1, 1999. Under the said proviso, tax was required to be deducted at source from payments made to 
non-residents. All the payments made by the Respondent No.4 (HCPC) was made prior to the insertion of the said 
proviso. At that time, it was not required to deduct any tax at source from payments made to non-residents. 

 Department failed to show any evidence to prove that petitioner had any permanent establishment in Pakistan. 
 
4. On the other hand, Learned Counsel for the respondents submitted that a sales tax liability can be adjusted against 

determined income tax refunds (Rs. 217,061,749) in accordance with Section 48(l)(a) of the Sales Tax Act, 1990 (“the 
1990 Act”) read with Rule 71(2)(A) of the Sales Tax Rules, 2006 (“the 2006 Rules”). 

5. In support of a plea that refundable amount stands adjusted against the respondents No. 4 (HCPC) sales tax liability, 
respondents Nos.2 (FBR) and 3 (CIR) placed reliance on the recovery notice dated 23.01.2013 issued by the Deputy 
Commissioner Inland Revenue (Enf-II), LTU, Islamabad. According to the said notice, government dues amounting to 
Rs. 570,367,795/- were outstanding against respondent No.4 based on Order-in Original No. 17/2012, dated 31.10.2012 
and Order-in-Appeal No.68/2012, dated 14.12.2012. Through the said notice, the Deputy Commissioner Inland 
Revenue (Enf-II), LTU, Islamabad was required to deduct Rs.570,367,795/- from any money owed to respondent No.4. 
(HCPC). 

6. Respondent no.3 (CIR) sought adjustment provided by the section 48(1) of the 1990 Act and Rule 71(1) of the 2006 
Rules. Section 48(1) provides that where any amount of tax is due from any person, the officer of Inland Revenue may 
deduct the amount from any money owing to the person from whom such amount is recoverable. Rule 71(1) of the 
2006 Rules provides that on expiry of thirty days from the date on which the government dues are adjudged, the 
referring authority shall deduct the amount from any money owing to the person from whom such amount is 
recoverable. 

7. It should be noted this notice still has nothing to do with the contract between petitioner and respondent No.4 as the 
above referred notice is a result of HCPC’s failure to make apportionment of income tax in respect of amounts received 
against CPP from WAPDA. 

8. By paying the disputed amount (Rs.217,061,749) into the Government Treasury, then respondent did not discharge his 
own tax liability, but that of petitioner as a withholding agent, proviso to Section 50(4)(a) of the 1979 Ordinance.  

9. If the amount previously withheld by the respondent No.4 is recovered from respondent No.2 (FBR) and respondent 
No.3 (CIR), respondent No.4 (HCPC) shall pay forward the recovered amount to the petitioner. 

 
DECISION BY THE COURT:   
 
High Court of Islamabad has declared that amount (Rs.217,061,749) liable to be refunded to Respondent No.4 (HCPC) 
must not be adjusted against the amount of Rs.570,367,795 sought to be recovered by Respondent No.3 (CIR) from 
Respondent No.4 (HCPC). Respondent No. 2 (FBR) and Respondent No. 3 (CIR) must refund Rs.217,061,749 to 
Respondent No.4 (HCPC). Upon such refund, Respondent No.4 shall pay forward this amount to the Petitioner.  
 
Quote “In view of the above, it is declared that the amount of Rs.570,367,795/- sought to be recovered by respondent No.3 
from respondent No.4 on the basis of (i) Order-in-Original No. 17/2012, dated 31.10.2012, (ii) Order-in-Appeal 
No.68/2012, dated 14.12.2012, and (iii) the order dated 13.1.2013 passed by the A T I R., (which orders presently stand 
suspended vide order dated 31.03.2014 passed by the Division Bench of this Court in Sales Tax Reference No.6/2014) 
cannot be adjusted against Rs.217,061,749/- liable to be refunded to respondent No.4 on the basis of the appeal effect 
order dated 16.11.2012 read with the judgment dated 28.05.2015 passed by the Division Bench of this Court in Income 
Tax References Nos. 178 to 180 of 2011. Respondents Nos.2 and 3 are directed to forthwith implement the appeal effect 
order dated 16.11.2012 by refunding Rs.217,061,749/- to respondent No.4. Upon such refund, respondent No.4 shall hold 
the said amount in trust for onward payment to the petitioner in furtherance of the position taken by the former in 
paragraph 7 of its written comments. This petition is disposed of in the above terms.”. Un-quote 
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FORUM:    LAHORE HIGH COURT 
REFERENCE/CITATION:  WP No.38666/2016  
JUDGEMENT PASSED BY:  SHAHID KARIM   
PARTIES INVOLVED:   D.G. Khan Cement Co. Ltd etc. (PETITIONER) 
     VS. Federal Board of Revenue. (RESPONDENT) 
DATE OF ORDER:   September 25, 2020 
TAX YEAR:    2008 
APPEAL FILED BY:               THE TAXPAYER 
 
ISSUE INVOLVED: WHETHER THE PETITIONER IS LIABLE UNDER SECTION 174 OF 

INCOME TAX ORDINANCE 2001 TO PRODUCE REQUIRED RECORD 
AFTER THE EXPIRY OF 5 YEARS AFTER THE END OF THE TAX YEAR 
TO WHICH THE RECORD RELATES. 

 
BRIEF FACTS:  
 
The case of the petitioners was selected for audit for the tax year 2008. The petitioners-company challenged the letter 
dated 24.04.2010 issued by the Federal Board of Revenue as well as notice dated 11.02.2011 before this Court which was 
decided on 02.02.2016. A fresh notice to the petitioners in the instant petition was issued on 17.11.2016 i.e. notice which 
has been brought under challenge herein.  
 
The petitioner pleas that the notice dated 17.11.2016 has been issued after the period of 5 years from the end of tax year 
2008 and accordingly the petitioner is not obliged to produce record before the respondent.  
The learned counsel for the respondents relied upon 3rd proviso to section 174 of the Ordinance to contend that time for 
maintaining the record of a tax year has been extended by the proviso where any proceedings are pending before any 
authority or court and in such case the taxpayer shall maintain the record till final decision of the proceedings. 
  
OBSERVATION OF THE COURT:  
 
The learned court has observed the following issues: 
 
i) There is no dispute in the fact that five years for which taxpayer was required to keep the records has come to an 

end. 
ii) The only reliance of the respondent is on 3rd proviso to section 174 which requires taxpayer to maintain the record 

till final decision of the proceedings. The petitioners have maintained the records till final decision of the 
proceedings.  

iii) However, the impugned notices have been issued on them after a considerable period of the decision made by the 
Courts 

iv) Section 174 of the Ordinance is an independent section and places obligation on taxpayer to maintain record for a 
certain period. It also places duty on the officers of the Income Tax Department to initiate their proceedings within 
the time prescribed therein so that may be able to procure the accounts and documents which are necessarily 
required for any proceedings initiated under the Ordinance. 

v) In the earlier petition filed by the petitioners in W.P.No.38666/2016, Court restrained the officers Income tax 
department from passing the final order but did not restrain them from proceedings with the notices. Thus, there was 
no objection in collection of accounts and other records from the petitioners by the officers during that period. 
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DECISION:  

 
The Honorable Court after discussing the legal provisions and case laws presented before this forum has decided as under: 
 
Quote “If there is anything to be done within a certain timeframe then the department does have not the right to burden 
taxpayer with any additional liability beyond the mandate of law. The petitioner in the present case complies the letter of 
law and cannot be required to produce records beyond statutory limit.  
In view of above, both these petitions are allowed. However, it is made clear that the proceedings of audit of income tax 
under section 177 of the Ordinance may continue but the petitioners shall not be required by the department to produce 
the record.”. Un-quote 
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NOTIFICATION & CIRCULARS  
 
SRB NOTIFICATION   
 
Sindh Revenue Board Notification THE SINDH SALES TAX ON SERVICES WORKING TARIFF AS AMENDED 
UPTO NOV 1, 2020 
https://khilji.net.pk/wp-content/uploads/2020/11/20201101_Working_terriff_2020.pdf 
 
FBR NOTIFICATION 
 
NOTIFICATION NO:                       S.R.O. 1172(l)/2020 
DATE OF ISSUANCE:                      4th November, 2020 
EFFECTIVE FROM:                         WITH IMMEDIATE EFFECT (i.e. 4th November, 2020). 
AMENDMENTS MADE IN:             Sales Tax Rules, 2006 
 
INTRODUCTION  
Chapter V of Sales tax Rules, 2006 relates to general sales tax refunds while Chapter of V-A relates specially to refunds to 
five export-oriented sectors.    
 
These refund rules were amended through SRO 918(1)/2019 dated 07th August 2019 whereby it was provided that the 
data provided in the monthly return shall be treated as data in support of refund claim and no separate electronic data shall 
be required. The amount specified in column 29 of the return, shall be considered as amount claimed for the purposes of 
claim under section 10 of the Act, once the return has been submitted along with all prescribed annexures. Further, in case 
of refund claims arising from zero-rated supplies including exports, the claimant is allowed to submit his return without 
Annex H and the same may be filed separately at any time but not later than one hundred and twenty days of submission of 
the return without Annex-H. The commercial exporters were finding it difficult to process their refund claims in the said 
period of 120 days as Bank Credit Advice (BCA) is generally received in six months. Through this notification, the 
Federal Board of Revenue has facilitated the commercial exporters by amending the time frame for filing Annex-H for the 
commercial exporters as per detail below: 
 
CHAPTER V:                                     REFUND 
Rule 28 (1) : Filing and processing of refund claims.     
A new proviso has been inserted to Rule 28 sub-Rule 1, whereby if a claimant is registered as a commercial exporter and 
exporting same state goods, refund claim may filed within 180 days from the date of filing of return or the date of issuance 
of BCA(Bank Credit Advice), whichever is later.                                                
 
Chapter V-A : REFUND TO FIVE EXPORT-ORIENTED SECTORS 
Rule 39D (1) : Filing and processing of refund claims.     
The first proviso to Rule 39D has been replaced, whereby the refund claimant may submit his return without Annexure-H 
and the same may be may be filed separately at any time but not later than 120 days or as the case may be 180 days for 
Commercial Exporters of the submission of return without Annexure H. The date of submission of Annex-H shall be 
considered as the date of filing of refund claim. 
 
LINK OF DOCUMENT 
                    
https://khilji.net.pk/wp-content/uploads/2020/11/202011510112714198SRO1172-2020.pdf 
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FBR NOTIFICATION 
 
NOTIFICATION NO:                       S.R.O. 1184(I)/2020 
DATE OF ISSUANCE:                      6th November, 2020 
EFFECTIVE FROM:                         WITH IMMEDIATE EFFECT (i.e. 6th November, 2020). 
AMENDMENTS MADE IN:             Income Tax Rules 2002 
 
INTRODUCTION 
Finance Act, 2020 introduced the concept of agreed assessment has been introduced whereby a taxpayer in response to a 
notice under sub-section (9) of section 122, intends to settle his case, he may file offer of settlement in the prescribed form 
before the assessment oversight committee which may decide to accept or modify the offer of the taxpayer through 
consensus and communicate its decision to the taxpayer. 
Through this notification, the Federal Board of Revenue has made amendments to the Income Tax Rules 2002 to insert 
Rule 231C to Procedure for assessment oversight committee.  
 
Rule 231C.  Procedure for assessment oversight committee.     
This rule applies where the taxpayer opts to settle assessment before Assessment Oversight Committee appointed under 
Section 122D of the Income Tax Ordinance 2001. 
The prescribed procedure for assessment oversight committee is summarized as under: 

1. The taxpayer shall file Settlement application under section 122D on IRIS web portal. 
2. The application is to be filed after the service of notice under Section 122 of the ITO 2001 and before the 

finalization of the assessment. 
3. The Commissioner shall not conclude assessment proceedings under section 122 if an application, made against 

the notice issued under section 112(9) lies pending before the said committee.  
4. The Committee shall provide opportunity of being heard to the appellant in writing after examination of the 

contents of the Settlement Application and facts stated therein and on scrutiny of requisition record. 
5. The Committee shall decide the application within 30 days or within extended period of 60 days, for reasons to be 

recorded in writing by the Committee.       
 
LINK OF DOCUMENT 
https://khilji.net.pk/wp-content/uploads/2020/11/202011613112937420SRO1184Iof2020.pdf 
 
FBR NOTIFICATION  
 
NOTIFICATION NO:                       S.R.O. 1185(I)/2020 
DATE OF ISSUANCE:                      6th November, 2020 
EFFECTIVE FROM:                         WITH IMMEDIATE EFFECT (i.e. 6th November, 2020). 
AMENDMENTS MADE IN:             Income Tax Rules 2002 
 
INTRODUCTION 
Generally, it is experienced that Federal Board of Revenue finalizes and uploads the income tax returns forms after the end 
of relevant financial year to which the said returns relates leaving very little time to file income tax returns and therefore, 
have to grant multiple extensions is return filing deadline. New rules have been introduced in Income Tax Rules, 2002 to 
streamline the procedure of notifying the income tax return forms.  
 
Rule 34A.  Time limit for notifying income tax return form.     
 
Through the insertion of this rule, the final income tax return form shall be notified on or before the 31st day of January of 
the financial year following the financial year to which the return relates.  
 
Timelines for necessary activities to be carried out by FBR and PRAL have been notified as under: 
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 Activity Time Line 
Inland Revenue Policy Wing shall identify the 
legal amendments to be incorporated in the 
Income Tax Return Form. 

31st Day of August of the financial year following the financial 
year to which the return relates. 

Preparation of change request form (CRF) shall be 
finalized by the Inland Revenue Policy Wing and 
Information Technology Wing, in consultation 
with PRAL. 

15th Day of September of the financial year following the 
financial year to which the return relates. 

Analysis and scrutiny of change request form 
(CRF) to be conducted by Chief Income Tax 
Policy and Chief Business Domain Team and to 
be submitted for approval to Member Inland 
Revenue Policy.   

16th Day of September of the financial year following the 
financial year to which the return relates. 

PRAL shall complete configuration and 
development of the approved CRF. 

31st Day of October of the financial year following the 
financial year to which the return relates. 

User Acceptance Test (UAT) of the amended 
return forms on testing environment shall be 
finalized by Inland Revenue Policy Wing and 
Information Technology Wing, in consultation 
with PRAL and the same shall be submitted to the 
Member Inland Revenue Policy for approval. 

15th Day of November of the financial year following the 
financial year to which the return relates. 

The Return Form shall remain available on the 
Portal for suggestions till the 

7th  Day of January of the financial year following the financial 
year to which the return relates 

Inland Revenue Policy Wing and Information 
Technology Wing shall review the suggestions 
received from stakeholders by  

12th Day of January of the financial year following the 
financial year to which the return relates. 

A new change request form (CRF), if required, 
shall be finalized by Inland Revenue Policy Wing 
and Information Technology Wing, in 
consultation with PRAL and the same shall be 
approved by Member Inland Revenue. 

15th Day of January of the financial year following the 
financial year to which the return relates. 

PRAL shall complete configuration and 
development of the approved CRF by 

20th Day of January of the financial year following the 
financial year to which the return relates. 

User Acceptance Test (UAT) of the final return 
forms on testing environment shall be finalized by 
Inland Revenue Policy Wing and Information 
Technology Wing, in consultation with PRAL and 
the same shall be submitted to the Member Inland 
Revenue Policy for approval. 

25th Day of January of the financial year following the 
financial year to which the return relates. 

Final income tax return form shall be available on 
the IRIS 

on or before the 31st day of January of the financial year 
following the financial year to which the return relates 

 
LINK OF DOCUMENT:  
 
https://khilji.net.pk/wp-content/uploads/2020/11/202011613113235496SRO1185Iof2020.pdf 
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SECP Circular  
 
SECP has issued a self-explanatory Circular subject as Coronavirus contingency planning for annual general meetings of 
shareholders on March 17, 2020. Vide Circular 33 of 2020, the applicability of aforementioned Circular has been 
extended till Jan 31, 2021 
 
This circular(s) can be accessed by clink of link mentioned hereunder. 
https://khilji.net.pk/wp-content/uploads/2020/11/Circular-No.33-of-2020.pdf 
https://khilji.net.pk/wp-content/uploads/2020/03/Circular-No.-5-of-2020.pdf 
 
FBR Notifications 

1.  NOTIFICATION NO:                       S.R.O. 1241(I)/2020 
DATE OF ISSUANCE:                     20th November, 2020 
EFFECTIVE FROM:                        WITH IMMEDIATE EFFECT  
                                                              (i.e. 20th November, 2020). 
AMENDMENTS MADE IN:             Income Tax Ordinance 2001 
https://khilji.net.pk/wp-content/uploads/2020/11/SRO124112020.pdf 

2.  NOTIFICATION NO:                      S.R.O. 1240(I)/2020 
DATE OF ISSUANCE:                    20th November, 2020 
EFFECTIVE FROM:                      WITH IMMEDIATE EFFECT  
                                                            (i.e. 20th November, 2020). 
AMENDMENTS MADE IN:           Income Tax Ordinance 2001 
https://khilji.net.pk/wp-content/uploads/2020/11/1240Iof2020.pdf 
 

3.  NOTIFICATION NO:                      S.R.O. 1249(I)/2020 
DATE OF ISSUANCE:                    23rd November, 2020 
EFFECTIVE FROM:                       WITH IMMEDIATE EFFECT  
                                                             (i.e. 23rd November, 2020). 
AMENDMENTS MADE IN:            Income Tax Rules 2002 
https://khilji.net.pk/wp-content/uploads/2020/11/202011231611585041SRO1249Iof2020.pdf 
 

 
KCO COMMENTARY 
 
Please click on link below to read the detailed commentary  
 
https://khilji.net.pk/wp-content/uploads/2020/11/Commentary-FBR-Notifications-Nov-2020.pdf 
 
FBR Notification 
 
Federal Board of Revenue vide notification ref: SRO 1319(1)/2020 on December 10, 2020 issued DNFBPs (Regulatory 
Powers and Functions) regulations. These regulations will come into force once.  
The Directorate General, DNFBPs has been established for performing functions under section 6A of the Anti Money 
Laundering Act 2010.  
 
Please click on link below to view the complete regulations. 
https://khilji.net.pk/wp-content/uploads/2020/12/202012151512244106FinalSRO1319of2020_compressed.pdf 
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FBR NOTIFICATION 
 
Federal Board of Revenue vide notification ref: SRO 1318(1)/2020 on December 10, 2020 issued amendments in SRO 
115 (I)/2015. These amendments are related to Jurisdictions of of Directorate General (Intelligence and Investigation), 
Inland Revenue. 
 
Please click on link below to view the complete regulations. 
https://khilji.net.pk/wp-content/uploads/2020/12/202012151512012616SRO1318of2020.pdf 
 
Please click below to view the initial SRO 115(1)/2015 for reference. 
https://khilji.net.pk/wp-content/uploads/2020/12/2015291722156589sro1152015.pdf 
 
FBR Notification 
 
NOTIFICATION NO:                      S.R.O. 1314(I)/2020 
DATE OF ISSUANCE:                    9th December, 2020 
EFFECTIVE FROM:                       Immediate 
AMENDMENTS MADE IN:           Income Tax Rules, 2002 
 
INTRODUCTION: 
 
In Income Tax Rules, 2002, after Chapter XVIA, new chapter XVIB has been inserted. Through this insertion, a 
centralized system for online payment of Income Tax Refunds have been devised. For this purpose, it has been decided 
that there shall be established a Centralized Income Tax Refund Office (CITRO) under the Federal Board of Revenue for 
centralized payment of refund amount. 
 
PROCEDURE FOR PAYMENT OF REFUND: 
(a) The Commissioner shall transmit an order under section 170(4) of the Income Tax Ordinance, 2001 through Iris 

to the treasury of CITRO.  
(b) The Treasury and the co-signatory designated by the Board shall issue cheque or a promissory note to the FBR 

Refund Settlement Company Limited for the sanctioned amount as mentioned in the refund order. 
(c) The CITRO shall also prepare a statement of payment advice for the concerned bank on a daily basis, for direct 

transfer to the taxpayer under intimation to the CITRO, the concerned Commissioner as well as the taxpayer. 
 
LINK OF DOCUMENT: 
https://khilji.net.pk/wp-content/uploads/2020/12/202012910124729758SRO1314Iof2020.pdf 
 
FBR NOTIFICATION 
 
NOTIFICATION NO:                      S.R.O. 1315(I)/2020 
DATE OF ISSUANCE:                    9th December, 2020 
EFFECTIVE FROM:                       January 1st 2021 
AMENDMENTS MADE IN:            Income Tax Rules 2002 
 
INTRODUCTION: 
 
Rules 76 to 76O of the Income Tax Rules 2002 prescribe forms and procedures for filing of appeal before Commissioner 
(Appeals). Through this notification, the Federal Board of Revenue has made amendments to the Income Tax Rules, 
2002 to substitute Rules 76 to 76O to prescribed procedures for filing of appeals electronically 
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Summary: 
 
(i) Through this amendment, filing of appeal to the Commissioner (Appeals) through Iris web portal has been made 

mandatory with effect from January 1st 2021. Date of electronic filing of Appeal shall be considered as date of 
filing of appeal.  

 
(ii) Intimation of filing of appeal to the Respondent shall also be transmitted electronically. Affidavit regarding 

contrary facts shall be filed electronically and shall be produced in original before the Commissioner (Appeal). 
 

(iii) In case appeal is not filed in the manner specified, a notice shall be issued within three days requiring the 
appellant or his authorized representative to bring the appeal in conformity with the Rules.  
 

(iv) Hearing in respect of stay application filed electronically shall be fixed in the following manner: 
 
(a) For applications received before 01:00 PM on a working day, hearing shall be fixed on the next working 

day; and 
(b) For applications received after 01:00 PM on a working day, hearing shall be fixed on the day after the next 

working day. 
 

Stay applications shall be disposed by the Commissioner (Appeals) electronically within seven working days of 
fixation. 

 
(v) Date and place of hearing of appeal and stay application shall be communicated through notices issued 

electronically. The order passed electronically on Iris web portal shall not require any seal or signature of the 
Commissioner (Appeals) and the date or order shall be the date as mentioned on the order generated by the 
system. 

 
(vi) The cases already filed manually pertaining to periods Tax year 2014 onwards, shall be proceeded manually as 

per SRO 279(I)/2018 dated March 05, 2018 and if any case from the cases earlier filed manually is left out or 
remanded back by higher appellate authorities, shall be proceeded electronically with effect from July 1st 2021. 

 
(vii) The cases pertaining to periods prior to Tax year 2014 would be processed manually as per SRO 279(I)/2018 

dated March 05, 2018.  
 

LINK OF DOCUMENT: 
 
https://khilji.net.pk/wp-content/uploads/2020/12/202012910124525960SRO.1315of2020.pdf 
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FBR NOTIFICATION 
 
DATE OF ISSUANCE:                    16th December, 2020 
EFFECTIVE FROM:                       01 July 2020 
AMENDMENTS MADE IN:           Sales Tax Act, 1990 
 
INTRODUCTION: 
1. Amendment has been made in sub-section (4) of section 73 of the Sales Tax act, 1990 whereby registered 

persons engaged in manufacturing and supply of fertilizer have been excluded form purview of aforesaid sub-
section (4), subject to certain conditions.   

 
SUMMARY:  
2. Sub-section (4) of section 73 of Sales Tax Act, 1990 states that a registered person shall not be entitled to deduct 

input tax (credit adjustment or deduction of input tax) which is attributable to such taxable supplies exceeding, in 
aggregate, one hundred million rupees in financial year or ten million rupees in a tax period as are made to a 
certain person who is not a registered person under the Sales Tax Act, 1990. 

3. Through this SRO, registered person engaged in manufacturing and supply of fertilizer  have been excluded 
from purview of sub-section (4) subject to following conditions:  

4. The registered persons shall provide following documents and details to the Board on or before the 15th day of 
January, 2021:  

(a) complete list of the dealers or distributors of their products including details of business name, address and 
NTNs; 

(b) complete list of buyers, other than dealers and distributors, including details of their names, residential addresses 
and CNICs; 

(c) copies of relevant dealership or distribution agreements, as the case may be; 
(d) details of all business bank accounts of the dealers, distributors or buyers along-with names and addresses of the 

relevant bank branches; 
(e) dealer or distributor-wise figures of sales made by the registered persons during the period 01.07.2019 to 

30.06.20 and 01.07.2020 till date; and 
(f) any other document specially required by the Board for compulsory registration of dealers, distributors or buyers 

5. Failure to comply with any of the conditions specified above by due date shall disentitle the registered person for 
the waiver being granted under this Notification and all provisions of Act shall apply accordingly. 

 
LINK OF DOCUMENT 
https://khilji.net.pk/wp-content/uploads/2020/12/2020121714125446875SRO1337-2020.pdf 
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DATE OF ISSUANCE:                    16th December, 2020 
EFFECTIVE FROM:                       From date to be notified 
AMENDMENTS MADE IN:           Sales Tax Rules, 2006 
 
INTRODUCTION: 
 
Through this SRO, after chapter XIV-AA in the Sales Tax Rules, 2002, new chapter XIV-AB namely “Cash Back to 
Customers” shall be inserted whereby procedure for cash back to the customers of Tier-I retailers who have integrated 
their retail outlets with the Board's computerized system has been prescribed. 
 
Summary: 
 
(viii) Proposed chapter XIV-AA of Sales Tax Rules, 2002 consists of Rules No. 150ZEH to 150ZEJ. In Rule 150ZEI, 

definitions of “approved outlet”, “eligible goods”, “electronically generated invoice”, “mobile application”, 
“customer” and “wallet account” have been given. 

(ix) Rule 150ZEJ prescribes the procedure for claim of cash back by the customers. All customers of Tier-1 retailers 
are entitled to redeem 5% of the sales tax paid as cashback on eligible goods of the tax amount as inscribed on 
the invoice issued by the Tier-I retailers. 

(x) Relevant changes have been made in rule 150ZEE of Chapter XIV-AA of the Sales Tax Rules, 2002. 
 

Procedure for Cash Back: 
 
(xi) To redeem the cash online, the customer shall log on to the mobile application where an independent FBR wallet 

account shall be created for each customer.  
(xii) Approved outlet shall also create an independent FBR wallet account for each customer.  
(xiii) An identical FBR wallet account shall be created for each point of sale by the approved outlet. 
(xiv) The customer shall verify the electronically generated invoice through the mobile application. 
(xv) As soon as the electronically generated invoice is verified, the system shall automatically calculate the 5% 

amount of the tax paid on the invoice. The customer shall transfer the amount determined into his FBR wallet 
account. 

(xvi) The customer may redeem the earned amount within one month of his purchases accumulated in his FBR wallet 
account on any approved outlet who shall refund the amount accumulated in the wallet account of the customer 
after ensuring that the earned amount is transferred from the customer's wallet account to the approved outlets 
wallet account.  

(xvii) The approved outlet shall adjust the amount so refunded to the customer which shall be automatically uploaded 
from the approved outlet's wallet account to the sales tax return of the approved outlet for the relevant tax period 
by auto adjusting the output tax liability. 
 

LINK OF DOCUMENT 
 
https://khilji.net.pk/wp-content/uploads/2020/12/202012161412302681SRO1339-2020.pdf 
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NOTIFICATION NO:                      S.R.O. 1338(I)/2020 
DATE OF ISSUANCE:                    16th December, 2020 
EFFECTIVE FROM:                       From date to be notified 
AMENDMENTS MADE IN:           Sales Tax Rules, 2006 
 
INTRODUCTION: 
 
Through this SRO, after chapter VIA in the Sales Tax Rules, 2002, new chapter VIB namely “Procedure for E-Audit” 
shall be inserted whereby procedure for conducting of e-audit proceedings under sub-section (2A) of section 25 of the 
Sales Tax Act, 1990 have been prescribed. 
 
SUMMARY: 
 
 Proposed chapter VIB of Sales Tax Rules, 2002 consists of Rules No. 44AA to 44AC. In Rule 44AB, definitions of 

Adjudicating Officer, Audit Officer, Competent Authority, e-audit and IRIS have been given. 
 
 “e-audit” has been defined as the audit proceedings of registered person conducted through electronic means 

including video links, or any other facility as may be specified by the Board from time to time. 
 
 In Rule 44AC, procedure for e-audit has been defined. Under these procedures, the Commissioner shall serve a 

notice under sub-section (1) of section 25 of the Act to the registered person specifying the reasons for selection of 
his case for audit and case will be assigned to Audit Officer to conduct e-audit. 

 
 Physical appearance either personally or through authorized representative is not required in connection with e-audit 

proceedings. However, registered person can request for an opportunity of personal hearing through IRIS and such 
hearings shall be conducted, exclusively through video links from personal computer system or any of the nearest 
Tax Facilitation Centre situated at the premises of field formations. 

 
 The Audit proceedings will be closed in IRIS if the Audit Officer finds no discrepancy and have no conclusive proof 

against registered person. 
 
 If the Audit Officer does not agree with the declared version, he shall prepare an audit report, containing audit 

observations and finding. The Audit Officer shall forward the report to the Commissioner Inland Revenue having 
jurisdiction and also send a copy of it to the registered person through IRIS. 

 
 The CIR having jurisdiction shall assign the case to an Adjudicating Officer to make an order for assessment of tax 

and on the basis of the audit report, the Adjudicating Officer shall issue a show cause notice through IRIS to the 
registered person. 

 
 The Adjudicating Officer may, if considered necessary, after obtaining the registered person’s explanation on all the 

issues raised in the audit report, pass an order under section 11 of the Act. 
 

 
Please click below to view the notification. 
 
https://khilji.net.pk/wp-content/uploads/2020/12/SRO-13382020-dated-16.12.2020.pdf 
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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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