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Dear Members, 
 
A brief update on a judgment by the High Court of 
Sindh on “Subsequent Suspension & Blacklisitng not 
to Disallow Input Adjustment; Blacklisitng not to 
Apply Retroactively” 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  

 
 
 
 
 
Syed Zafar Ahmed          Asim Rizwani  
       President     General Secretary 
     0314-2590000          0301-8119609 
zafar.ahmed@mooreshekhamufti.com    asimrizwani37@gmail.com         
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SUBSEQUENT SUSPENSION & BLACKLISITNG NOT TO 
DISALLOW INPUT ADJUSTMENT 
BLACKLISITNG NOT TO APPLY RETROACTIVELY 
 
Appellate Authority: High Court of Sindh 
Appellants: Commissioner IR vs. Sadiq Textile 
Section: 21(3) of the Sales Tax Act, 1990 
 
Detailed judgment was issued on November, 26 2020. 
 
Background: The registered person was denied the 
adjustment of input tax related to supplies made to 
individuals who were later classified as "Blacklisted" or "Non-
active." The response submitted to the show cause notice 
was rejected and an Order-in-Original was issued. The order 
was appealed before the Commissioner of Inland Revenue 
(Appeals), who set it aside. The department's appeal to the 
Appellate Tribunal was unsuccessful. The department filed a 
reference before the High Court of Sindh, which appointed 
the Amicus Curiae in the case and dismissed the 
departmental reference. 
 
Decision of the Court: 
First Ruling of the Court: 
SUPREME COURT JUDGMENT SUPPORTING TAXPAYER 
 
The court appointed Mr. Arshad Siraj as Amicus Curiae for 
assistance in absence of counsel for the respondent. The 
Amicus Curiae placed the judgement of the Supreme Court 
of Pakistan in Civil Petition No. 682 of 2017 dated                   
18-05-2018, wherein the question under consideration of the 
High Court was already decided in favor of the taxpayer. In 
the cited judgement it was ruled that a bare reading of 
section 21(3) of the Act shows that it can be inflicted only on 
purchases that take place after the event of suspension 
followed blacklisting. Consequently, only transaction which is 
undertaken either prior to or post blacklisting is liable to 
rejection provided that such transaction is taken place after 
suspension. 
 

Second Ruling of the Court: 
SUPREME COURT BARS RETROSPECTIVE APPLICATION OF 
BLACKLISTING 
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The transactions in question occurred before the suppliers 
were blacklisted and it was confirmed that the issue of 
fake invoices predates the relevant period. Since the 
suppliers were blacklisted in July and October 2013, the 
blacklisting cannot be applied retroactively to transactions 
from 2011-2012. The department's counsel could not 
provide any valid argument to distinguish the facts of 
these cases from the Supreme Court's decision. 
 
Conclusions 
Based on the Supreme Court's interpretation of Section 
21(3) of the Act, it is clear that only transactions occurring 
after the suspension of a supplier are subject to rejection. 
Hence the Supreme High Court ruled that the transactions 
in question should not be disallowed. 
 
The decision reinforces the importance of adhering to the 
timeline and effective dates of legal actions, particularly in 
matters of tax and compliance.  
 

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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