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Dear Members, 
 
A brief update on a judgment by the Appellate 
Tribunal Inland Revenue on “Exporters can Carry 
Forward Excess of Turnover Tax under NTR and Sale 
of Damaged Imported Raw Material or Finished 
Goods Is Not FTR” is being shared with you for your 
knowledge. The order has been attached herewith 
the update. 
 

This update is in line with the efforts undertaken by 
our “CASE LAW UPDATE COMMITTEE” to apprise our 
Bar members with important court decisions.  
 

You are equally encouraged to share any important 
case law, which you feel that should be disseminated 
for the good of all members.  
 

You may contact the Committee Convener                  
Mr. Shams M. Ansari or at the Bar’s numbers                      
021-99212222, 99211792 or email at 
info@karachitaxbar.com & ktba01@gmail.com 
 
 
(Syed Zafar Ahmed)        (Asim Rizwani Sheikh) 
President          Hon. General Secretary 
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Committee Members 
 
Shams M. Ansari  
(Convener) 
0333-2298701 
shamsansari01@gmail.com 

 
 
Muhammad Tarique 
0300-2026398 
muhammad.tarique@mooreshekhamufti.com  

 
 
Hameer Arshad Siraj  
0333-2251555 
hameer.siraj@gmail.com 

 
 
Shabbar Muraj 
0321-8920972 
shabbar.muraj@pk.ey.com 

 
 
Noman Amin Khan 
0310-2271271 
advocatenomanaminkhan@gmail.com 

 
 
Asif Zafar 
0345-8214733 
asif.zafar@pk.ey.com 

 
 
Shah Hilal Khan 
0333-8686343 
hilal.khan@ssgc.com.pk  
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EXPORTERS CAN CARRY FORWARD EXCESS OF TURNOVER 
TAX UNDER NTR. 
 

SALE OF DAMAGED IMPORTED RAW MATERIAL OR 
FINISHED GOODS IS NOT FTR. 
 
Appellate Authority: Appellate Tribunal Inland Revenue 
Appellant: Indus Dying & Mfg. Limited  
Sections: 113 and 154 of the Income Tax Ordinance, 2001 
(the Ordinance) 
 
Detailed judgment was issued on March, 03 2021. 
 
Background: Withholding by bank on export receipts under 
Section 154 constitutes final tax liability under FTR unless the 
exporter opts for NTR. In this case, the exporter opted for 
NTR under Section 154(5) of the Ordinance, while his tax 
liability under Section 113 on turnover, which is a minimum 
tax liability exceeded his normal tax liability. Accordingly, the 
exporter carried forward the excess withholding made under 
Section 154, which now becomes the advance tax. The 
Deputy Commissioner disallowed this treatment and so the 
Commissioner Appeal as well. 
 
Second issue pertained to the sale of imported goods that 
had suffered damages. The taxpayer offered the same under 
NTR as sale of damaged raw materials. The Deputy 
Commissioner classified the same as a commercial import 
and subjected the same to Final Tax Regime (FTR) instead 
and so the commissioner appeal as well. 
 
Decision of the Court: 
First Ruling of the Court: 
Once the appellant chose to opt out of the Final Tax Regime 
(FTR) under Section 154(5) of the Ordinance, the provisions 
of section 113 came into effect on export proceeds as these 
now become local turnover. This entails relinquishing the 
concessionary taxation under FTR and applying the 
provisions of Normal Tax Regime (NTR) instead. Notably, the 
exemptions provided under section 113 of the Ordinance do 
not exempt export income falling under the minimum tax 
regime. Therefore, the minimum tax under section 113 of 
the Ordinance is applicable to income falling under the 
Normal Tax Regime, even with the caveat of minimum tax. 
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Second Ruling of the Court: 
Regarding the content of Circular No. 2 of 2015, it was 
ruled that it appeared that there are clear contradictions 
therein with the provisions outlined in Section 154(5) of 
the Ordinance, which specifically limits tax deductions on 
exports to minimum tax. The circular, therefore, expanded 
its interpretation beyond the intended scope by stating 
that tax deductions would be minimum tax solely on 
export income. This interpretation does not align with the 
legislative intent, as couched in the language of Section 
154(5), which does not support such a selective 
application. If the legislative intent was ever to confine tax 
deductions to minimum tax on export income alone, the 
drafting of Section 154(4) of the Ordinance would 
resemble that of Section 148 and 153, where tax 
deductions on imports and services are contingent upon 
income from imports and services only. The absence of 
this specificity in the drafting of Section 154(5) indicates 
that the legislature's intent otherwise.  
 
Third Ruling of the Court: 
The imported goods sold by the appellant were damaged 
and hence the stock sold by the appellant were not in the 
condition as same while were imported, which is the only 
condition otherwise to be met to be classified as a 
commercial importer and falling under FTR, which is 
missing in the present case. Hence, the taxation of income 
arising from the sales of damaged imported goods would 
remain under Normal Tax Regime. 
 

DISCLAIMER: 
This update has been prepared for KTBA members and 
carries a brief narrative on a detailed Judgment and 
does not contain an opinion of the Bar, in any manner 
or sort. It is therefore, suggested that the judgment 
alone should be relied upon. Any reliance on the 
summary in any proceedings would not be binding on 
KTBA. 
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