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DISCLAIMER  

  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 document as a whole or its any part should not be reproduced in any form without prior 
written approval from Khilji & Co. This newsletter is distributed free of cost to our clients only. We 
humbly request our readers to provide your valuable comments to make this more informative and 
useful. It has been always a pleasure to be of service to our clients. 
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CASE LAW: 1 

SUPREME COURT OF PAKISTAN 

Civil Petition No.1691-L of 2018. (Against the orders of 

Lahore High Court, Lahore dated 05.03.2018 passed in 

W.P. No.133023 of 2018) 

The Lahore high court set aside notices issued in Tax Year 

2017, seeking statement u/s 165 of ITO 2001, 

reconciliation statement under rule 44(4) of the ITR 2002 

and recovery u/s 161(A) for the tax years 2007 & 2009 by 

the department and, by declaring the said notices & order 

illegal as these were issued without any lawful authority 

as the taxpayer in terms of section 174(3) of the ordinance 

is not required to maintain any accounts or documents 

beyond six years after the end of tax year, unless there are 

pending proceedings before the authority or court. 

Aggrieved by the above decision, the petitioner filed an 

appeal before Supreme Court of Pakistan against the 

decision of Lahore high court. 

Upon perusal of record & relevant provisions of law, the 

Supreme Court decided that the respondent was required 

to deduct tax as per manner specified in section 158, 

submit the statement as per section 165 read with rule 

44(4) & retain records as per section 174(3) of the 

ordinance as per rule 29(1) for a period of six years. The 

time frame clearly given in there relieve the taxpayer form 

the responsibility to retain record and obligation to 

produce record after the stipulated time and this very same 

clause safeguard the taxpayer as there is no case of 

pending proceedings in which case the taxpayer should 

have maintained it till final decision . Although, there can 

be no period of limitation for action & in terms of section 

and the commissioner is not barred from taking action 

under 161 after the stipulated time, however a point in 

time must be reached such that if action is to be taken 

thereafter, this must be properly justified by the 

commissioner. The Commissioner is required to assess the 

relevant records within the given time period as the notices 

requires the taxpayer to submit data/information as per 

section 174(3) of the ordinance. The notice will lose its 

effectiveness & will not be enforceable if issued after the 

stipulated mentioned period. 

The impugned notices of repeated demands for production 

of documents issued by the petitioner were set aside as 

these are without any legal basis and against the mandate 

of law. 

Moreover, the Hon’ble Supreme Court stated that it do not 

support the view that the department can override the 

timeframe under Section 174(3) by justifying the delay in 

initiating the matter against the taxpayer.  

An attention had also been drawn to Section 214A of the 

Ordinance which specifically deals with “condonation of 

time limit”, however, the Court held that there has no 

application to the present case and cannot be invoked to 

deprive the taxpayer of the statutory protection under 

section 174(3) of the Ordinance. 

Accordingly, the Hon’ble Supreme Court concluded the 

case in the following manner: 

“For the above reasons we hold that a taxpayer is obliged 

to maintain the record under section 174(3) of the 

Ordinance for a period of six years and the taxpayer cannot 

be compelled to produce the record for a tax year beyond 

the period of six years as stipulated in section 174(3) of 

the Ordinance. Hence notices issued under section 

165(2B) or 161(1A) of the Ordinance being ineffective 

and unenforceable are set aside”.  

 

CASE LAW 2: 

LAHORE HIGH COURT  

Case No: W.P. NO.17980 OF 2022 

Aggrieved from the impugned order, whereby exemption 

certificate sought for the purpose of recognized provident 

fund U/S 159(1) of ITO 2001 was rejected, the petitioner 

challenged the decision in the Lahore high court. 

The petitioner claimed that the request for the exemption 

certificate U/S 159(1) cannot be denied as the provident 

fund is already recognized by the concerned commissioner 

as per “Part I” of “The sixth schedule” of the income tax 

ordinance 2001 and is not reversed.  

The respondent defended the order & argued that the 

“Sixth schedule” to the “ITO 2001” provides for the 

recognition & tax treatment of provident funds and these 

funds operated as trust registered under “The Trust Act 

1882”. “The Trust Act 1882” was repealed by “The Punjab 

Trust Act 2020” on Sep 10th 2020, whereby all the trusts 

registered under the repealed Act are required to re-

register under the new trust Act. The exemption certificate 

was rejected as they failed to provide re-registration 

certificate as required U/S 112 of “The Punjab Trust Act 

2020”. 
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The learned council to the petitioner highlighted a serious 

legal issue, that under the “Punjab Trust Act” A legal 

person e.g. company, cannot be a trustee for registered 

trust as only “Natural” person is eligible to be a trustee. 

One of the barrister in the court assisted on the legal 

position that, registration of trust is not a condition or pre-

condition for a provident fund to be recognized under 

“part I” of the “sixth schedule”, so a provident fund is not 

required to be registered under the “Trust Act 2020”. 

The court set aside the order and decided that it’s the 

provisions of Income tax ordinance which shall prevail & 

shall be considered for the recognition of Provident fund 

& issuance of exemption certificate. Changes in provincial 

law shall also be considered but if it creates problems for 

the taxpayer, the benefits available to him shall not be 

denied. 

However, department could confront taxpayer with the 

recognition order already made and after its withdrawal 

such objection can be taken. Therefore, the rejection order 

is set aside and the application shall be deemed pending 

before the Authority. 

 

CASE LAW: 3 

APPELLATE TRIBUNAL INLAND REVENUE, 

MULTAN BRANCH MULTAN 

ITA NO. 200/MB/2022 (TAX YEAR 2019) 

Brief Facts of Case: 

Brief facts of the case are that the Appellant being a private 

limited company is involved in the production & sale of 

poultry feed, adjusted previous year tax refund against tax 

liability for tax year 2019 amounting to PKR 25,731,483/. 

The OIR issued notice u/s 221 of the Act, thereby 

establishing the existence of mistake, requiring the 

taxpayer to provide explanation for the said adjustment 

and declaring it as “unverified refund” and upon no reply 

from taxpayer, an order u/s 221 of the Act was issued, 

followed by confirmation from CIR. 

Being aggrieved of the impugned order, the taxpayer filed 

an appeal before ATIR & defended the treatment of tax 

adjustment as per law & rules and established past 

practice. 

The learned council for the appellant argued that the 

refund was adjusted according to the format laid down in 

income tax rules 2002, for return of total income and the 

learned OIR without proving its inadmissibility in a 

relevant tax year, disallowed the refund adjustment, which 

is illegal, thereby relying on cases reported as 2015 LHC 

2276 in CIR vs Chicago Metal works & PLD 1998 SC 64. 

The ATIR after examining the record & arguments, 

admitted that as per income tax rules 2002, a proper format 

is prescribed, where adjustment can be made in a column 

“Refund adjustment of other years against demand of this 

year” under the head computation of the return, and no 

other requirements or additional 

information/documentation are required for refund 

adjustments. The adjustment in question has been made in 

the column for tax year 2019 as per format of the return & 

instructions thereof. 

The ATIR after considering the facts that as there is no 

recent change in section 170 of the income tax ordinance 

2001, nor in the columns of the adjustment of refunds, an 

established past practice was followed which has the force 

of law. Reliance was placed on judgment made by 

Supreme Court in 1989 SCMR 353 titled RADAKA 

CORPORATION & OTHERS VS COLLECTOR OF 

CUSTOMS,  

With reference to expression “unverified refund” used by 

the OIR as basis for rectification in the impugned order, 

the Learned ATIR opined that department has neither 

disputed tax overpaid for preceding tax year nor was there 

any verification process employed by the DCIR to declare 

it inadmissible. Unless refund claimed by the taxpayer is 

found inadmissible after due verification under the law, 

the same cannot be disallowed merely on the basis that it 

was “unverified”. The taxpayer cannot be punished for 

intactness of department as verification of correctness of 

refund claimed by a tax payer is the responsibility of 

department. 

The ATIR annulled the impugned order being non 

maintainable as in the absence of any finding on record, 

the observation that the taxpayer has adjusted “unverified” 

refund is not sustainable, as the adjustment of prior year’s 

refund was according to the law, rules & past practice and 

section 221 was wrongly invoked as no mistake from the 

apparent record which could be rectified through order u/s 

221, was identified. 
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CASE LAW: 4 

 

APPELLATE TRIBUNAL INLAND REVENUE, 

DIVISIONAL BENCH-I, ISLAMABAD   

ITA NO.1414/IB/2020 

The titled appeal was filed by the Appellant against an 

Order passed by the learned CIR (Appeals), Islamabad for 

the tax year 2018. 

Brief facts of the case are that the company is a Permanent 

Establishment (PE) of a non-resident company, engaged 

in the business of construction services. The appellant 

filed its income tax return for the tax year 2018 declaring 

income of Rs.8,613,777/-.The return so filed by the 

appellant was treated to be an assessment order under 

section120(1)(b) of the Income Tax Ordinance,2001 

(hereinafter referred to as “the Ordinance”). Subsequently, 

upon examination of the return of income filed by the 

appellant it transpired that the deemed assessment was 

erroneous in so far as prejudicial to the interest of revenue, 

therefore, notice under section 122(9) read with section 

122(5A) of the Ordinance dated was served upon the 

appellant. After considering the reply of the appellant 

amended order under section 122(5A) was passed as 

under: -  

Tax deducted under section 152(1A) final tax Rs.    

195,918,232/- 

Imputable income under section 2(28A) Rs. 653,060,773/- 

Super tax under section 4B@3%      Rs. 19, 591,82/- 

Feeling aggrieved, the company filed appeal before CIR 

Appeals which confirmed the order passed by the 

assessing officer. The company preferred second appeal 

before Appellate tribunal. 

Basically, the appeal consists of three observation raised 

by the appellant and were responded by ATIR. 

1. Exemption under Clause 71 of Part-IV of the 

Second Schedule 

Appellant: The learned AR for the appellant apprised that 

the appellant executed a Contract Agreement dated 18th 

of March 2016 with the (NHA), Ministry of 

Communication, Government of Pakistan for widening 

and strengthening of National Highway N-70 (Rakhi 

Gajj–Bewata Section)33.84Km of East-West Road 

Improvement Project Package-1. He explained that the 

provisions of the Ordinances shall not apply to the extent 

of the work with NHA in terms of Clause 71 of Part-IV of 

the Second Schedule to the Ordinance.  

ATIR: The ATIR concluded that although, the appellant 

executed a contract agreement with NHA and appellant’s 

agreement with NHA is funded through foreign loans, the 

negotiations were also finalized as of 1st July 2016 and it 

falls under zero-rated regime of sales tax, however the pre-

requisite of sales tax registration is missing as the 

appellant was not registered with the sales tax department. 

For the foregoing reasons, the appellant is not entitled to 

claim an exemption under clause (71) of Part-IV of the 

Second Schedule to the Ordinance. 

2. Imputable income as defined under section 2(28A) 

of the Ordinance 

Appellant: stated that the tax deduction made under 

section 152 (1A) is a final discharge of tax liability which 

does not fall within the definition of income as defined in 

section 2(29) of the Ordinance meaning thereby that 

receipt from NHA does not fall within the Definition of 

imputable income as defined under section 2(28A) of the 

Ordinance. Therefore, the learned AR contended that the 

super tax is not leviable under section 4B of the Ordinance 

on the receipt from NHA.  

ATIR: concluded that the definition of "income" is 

Inclusive and not exhaustive. Furthermore, the case law on 

what is meant by "income" under the statute, which 

extends over a period approaching a century (and indeed 

emanated under the Income Tax Act, 1922) has 

established as a bedrock principle that this term is of the 

widest connotation, amplitude, and application. Thus, to 

take but a few examples, in Kamakshya Narain Singh 

vs. Commissioner of Income Tax, (1943) 11 ITR 513, 

the Privy Council observed that "income is a word difficult 

and perhaps impossible to define in any precise general 

formula "and" is a word of the broadest connotation", and 

that "the multiplicity of forms which 'income' may assume 

is beyond enumeration". In Gopal Saran Narain Singh 

vs. Commissioner of Income Tax, (1935)3 ITR 237, the 

Privy Council had earlier also ruled that "anything which 

can properly be described as income, is taxable under the 

Act unless expressly exempted. In the case titled M/s 

Elahi Cotton Mills Ltd, vs. Federation of Pakistan etc. 

(PLD 1997 SC 582), it was held that: - 

The word "income" is susceptible as to include not only 

what is in ordinary parlance it conveys or it is understood, 

but what is deemed to have arisen or accrued. It is also 

manifest that income-tax is not only levied in the 
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conventional manner i.e., by working out the net income 

after adjusting admissible expenses and other items but the 

same may also be levied on the basis of gross receipts, 

expenditure etc. There are new species of income-tax, 

namely, presumptive tax and minimum tax.” 

In view of this long and unbroken chain of authority, it 

was impossible to accept the submission made on behalf 

of the appellant that the amounts received by it, were not" 

income" within the meaning of the statute. 

The ATIR also held that the word “includes” used in 

definition of income is for enlarging the scope and for 

bringing the species which would otherwise not cover.” 

Thus, this ground of the appellant accordingly failed. As a 

result, the super tax charged by the assessing officer and 

subsequently confirmed by the CIR (A) is in accordance 

with law. 

3. Tax collected under section 148 is an adjustable 

tax and not final tax 

Appellant: Further argued that the amount of tax collected 

under section 148 of the Ordinance at the time of import 

is an adjustable tax and not final tax under section 148(7) 

as no income has arisen from the import of goods. 

Therefore, the tax collected is liable to be refunded by the 

tax department. In support, he relied upon the judgment 

reported as 2013 PTD 1165 (Trib). 

ATIR: For the execution of the said project, the appellant 

procured certain material from outside Pakistan for use 

and consumption in the said project and not for resale 

purposes. Customs authorities at the time of the release of 

the said material collected advance tax under section148 

of the Ordinance amounting to Rs. 96,239,607/-during the 

tax year under consideration which is adjustable under the 

law against the tax liability. 

Undisputedly, the goods imported by the taxpayer in the 

instant appeal are not sold in the market to generate 

income, the goods imported are used by the appellant for 

the execution of the contract made with NHA. The 

Hon’ble Supreme Court of Pakistan in the case titled M/s 

Elahi Cotton Mills Ltd vs. Federation of Pakistan etc, 

(PLD 1997SC582), it was held that a presumptive tax can 

only be imposed on items when it is regarded as citizen's 

income; if no income is being derived from the imports, 

there can be no question of final tax and any advance 

payment shall always remain adjustable. In the instant 

case, admittedly, no income is generated from the sale of 

the imported goods and there is no question of section 

148(7) being applicable; the goods imported by the 

appellant are exclusively for self-use in the course of 

business and not resale, and hence tax will be separately 

charged on the income which is generated by the use of 

the materials; it is settled law that what cannot in any 

rational sense be regarded as income cannot conceivably 

be taxed as income, the position adopted by the 

department is perverse. 

To our mind, the sentence “income of the importer arising 

from the imports” used in subsection (7) of section 148 of 

the Ordinance is of broad significance and cannot be lost 

in sight. It provides inter alia that the tax required to be 

collected under this section shall be a final tax on the 

income of the importer arising from the imports. We may 

also observe that the expression “income” has been 

defined in section 2(29) of the Ordinance which itself 

includes the amount subject to collection of tax under 

section 148 of the Ordinance but had there been an 

intention to treat all types of transactions as income, the 

legislature could have stated that “the tax collected under 

this section shall be a final tax” rather than using the words 

“income of the importer arising from imports”. This 

unambiguous selection of the words makes it abundantly 

clear that only those goods fall in the scope of the final tax 

regime that is imported for resale to make profits. For the 

foregoing reasons, the tax collected by the Customs 

Authorities under section 148(1) of the Ordinance is 

adjustable against the other tax liability of the appellant. 

Therefore, the orders passed by the lower authorities are 

modified to this extent. 
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NOTIFICATIONS / CIRCULARS 

Circular No. 13 of 2022 

Federal Board of Revenue issued Circular No. 13 of 

2022  

FBR through this Circular issued Explanation of 

Important Amendments Introduced in the Income Tax 

Ordinance, 2001, via the Income Tax (Amendment) 

Ordinance, 2022. 

Please click on link below to read the complete Circular. 

https://khilji.net.pk/wp-

content/uploads/2022/04/2022481043416104Circular1

3-2022.pdf 

SECP Information 

SECP launches online portal for easy exit of defunct 

companies.  

It is an initiative of SECP towards complete automation 

and digitization to facilitate the corporate sector. 

Please click below to read the original press release. 

https://khilji.net.pk/wp-

content/uploads/2022/04/SECP-Press-Release.pdf 

 

 

 

 

 

 

 

 

 

 

WORD OF THE MONTH 

Dexterity | Noun | 

Meaning: Readiness and grace in physical activity; skill 

and ease in using the hands. 

Synonyms: Adroitness, agility, finesse, cleverness. 

LAUGH & SHARE 

Employer to applicant: “In this job we need someone who 

is responsible.” 

Applicant: “I am the one you want. On my last job, every 

time anything went wrong, they said I was responsible.” 

TRAVEL GUIDE  

SINGAPORE 

The Republic of Singapore is a multiethnic city-state in 

Maritime Southeast Asia. The former British colony and a 

trading post became an independent state in 1965 and is 

also known as Singapura (the Lion city).  It is also known 

as ‘Instant Asia’ as it provides the visitors with a glimpse 

of Asian cultures brought by immigrants from all across 

the continent. It is located on one of the world's busiest 

shipping lanes along the Strait of Malacca and the South 

China Sea. Singapore spreads on a main island and nearly 

64 smaller offshore islands and is connected with 

Malaysia and Continental Asia through two bridges. 

Singapore is the smallest city-state in Southeast Asia and 

its marine borders are shared with Malaysia and Indonesia. 

It’s a densely populated place with an estimated 

population of 5.7 million people in 2020. The languages 

spoken in Singapore are English, Singlish, Malay, Chinese 

and Tamil.  

Singapore is a global financial center which has a beautiful 

airport with a waterfall and a Botanic garden which is also 

a world heritage site. The city-state is a tourist destination 

and it has a hot and humid climate, which suits the tourists. 

It is very clean and the best place for those who love 

shopping. You can buy anything including luxury brands 

except chewing gum.  

Singapore is an exciting place where kids and adults can 

enjoy and entertain themselves to the full. If you love 

strolling in the parks, then Haw par Villa, Adventure Cove 

Waterpark, Universal Studios Singapore (amusement 

parks), Chinese and Japanese Gardens, Gardens of the 

Bay, Fort Canning and Singapore Botanic Garden are a 

https://khilji.net.pk/wp-content/uploads/2022/04/2022481043416104Circular13-2022.pdf
https://khilji.net.pk/wp-content/uploads/2022/04/2022481043416104Circular13-2022.pdf
https://khilji.net.pk/wp-content/uploads/2022/04/2022481043416104Circular13-2022.pdf
https://khilji.net.pk/wp-content/uploads/2022/04/SECP-Press-Release.pdf
https://khilji.net.pk/wp-content/uploads/2022/04/SECP-Press-Release.pdf
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must see. For animal lovers, a trip without a visit to 

Singapore Zoo and River Safari will be incomplete. If you 

want to take a break from the metropolitan city, then you 

should relax at Pulao Ubin or St John’s Lazarus Island, 

where you can reach by ferry. To feel a cultural touch, you 

will not regret visiting markets like Chinatown and 

Kampong Glam. Last but not the least, you must plan 

to visit the amusing national museum of Singapore. 

Source: 
https://www.nationsonline.org/oneworld/singapore.htm 

and https://theculturetrip.com/asia/singapore/articles/20-

must-visit-attractions-in-singapore/  

 

 
Universal Studios Singapore 

 
River Safari 

National Museum of Singapore 

PERSONALITY OF THE MONTH  

TIPU SULTAN 

Tipu Sultan, also known as the ‘Tiger of Mysore’ was born 

on November 20, 1750 to a military officer of the 

Kingdom of Mysore, who was named Fath Ali. Tipu 

Sultan became the commander-in-chief of Mysore’s army 

after winning a fight against an invading force in 1758. He 

later became the Sultan and in 1761, the ruler of the 

kingdom.  

Tipu Sultan received his education from the best tutors 

available in those days and by whom he learnt the Quran, 

Islamic jurisprudence, riding, swordsmanship, Arabic, 

Persian and Urdu. He got training on military strategy 

from French officers at an early age as his father was allied 

with the French in southern India. He got a chance to 

receive military training at the age of 15 in a battle for the 

invasion of Malabar with his father. Tipu led a force of 

2000-3000 soldiers and captured Malabar chief’s family 

from a fort. The chief surrendered and he was followed by 

other local leaders as well. Tipu Sultan’s father was so 

happy that he gave his son a command of 500 cavalries 

and appointed him as the ruler of five districts of Mysore.  

In his first Anglo-Mysore war, Tipu Sultan won the heart 

of the Nizam of Marathas and joined hands to fight against 

the British. Tipu Sultan along with his father fought and 

eventually signed a peace agreement in 1769 after the 

defeat of the British. During the second Anglo-Mysore 

war, Tipu Sultan assumed the title of Sultan after his 

father’s death in 1782 and succeeded in winning the war 

against the British the second time. 

Tipu Sultan knew that the British were a serious threat to 

his independent kingdom, therefore, he continuously spent 

money on Mysore rockets, which were iron tubes that fired 

missiles up to two kilometers. He also built roads, 

supported the production of silk for international trade and 

created a new form of coinage. He was a devout Muslim; 

he was tolerant towards his Hindu subjects.  

In May 1799, Tipu Sultan gave his life while defending 

his city which was attacked by the British troops. After his 

death, Mysore became a princely state of the British raj 

and his sons were exiled from Mysore. Tipu Sultan will 

always be remembered as one of the best rulers and a brave 

freedom fighter. 

Source: https://www.thoughtco.com/tipu-sultan-the-tiger-

of-mysore-195494 
 

https://www.nationsonline.org/oneworld/singapore.htm
https://theculturetrip.com/asia/singapore/articles/20-must-visit-attractions-in-singapore/
https://theculturetrip.com/asia/singapore/articles/20-must-visit-attractions-in-singapore/
https://www.thoughtco.com/tipu-sultan-the-tiger-of-mysore-195494
https://www.thoughtco.com/tipu-sultan-the-tiger-of-mysore-195494
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SOCIAL MEDIA PRESENCE 

 

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/BHCSFRh1rfuIBSwtIWJ

WFp 

 

YOUTUBE:    

https://www.youtube.com/channel/UCA4UjhDS_AM

KNOFVu7_Qjyg 

 

 

 

https://www.facebook.com/khiljiandco/
https://www.linkedin.com/in/khilji-and-co-chartered-accountants-982b73143/
https://www.linkedin.com/in/khilji-and-co-chartered-accountants-982b73143/
https://chat.whatsapp.com/BHCSFRh1rfuIBSwtIWJWFp
https://chat.whatsapp.com/BHCSFRh1rfuIBSwtIWJWFp
https://www.youtube.com/channel/UCA4UjhDS_AMKNOFVu7_Qjyg
https://www.youtube.com/channel/UCA4UjhDS_AMKNOFVu7_Qjyg

