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Dear Members, 
 
A brief update on a judgment by the Appellate 
Tribunal Inland Revenue, Karachi on “Input Tax on 
Hotel Bills Allowed; Input Tax on Purchase of Vehicle 
Allowed” 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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INPUT TAX ON HOTEL BILLS ALLOWED 
INPUT TAX ON PURCHASE OF VEHICLE ALLOWED 
 
Appellate Authority: ATIR-KB 
Appellant: Abu Dawood Trading Company (Private) Limited 
Section: 8(1) of the Sales Tax Act, 1990 (the Act) 
 
Detailed judgement on Miscellaneous Application (MA, Rectification) 
was passed on July 03, 2024. 
 
Background: The applicant submitted a request for rectification of a 
mistake in the Tribunal Order. The bench accepted the application and 
revisited the previous judgment. It was found that certain facts 
presented during the original hearing were overlooked and some 
specific issues were not addressed in the original judgment, leading to 
an error therein. The bench, therefore, rectified its earlier order and 
allowed the input sales tax as contested by the applicant. 
 
Decision of the Court: 
First Ruling of the ATIR: 
INPUT TAX PAID ON HOTEL BILLS ALLOWED 
 
The Tribunal ruled that as the applicant is engaged in the distribution 
of fast-moving consumer goods (FMCGs) across the country, it was 
asked to submit the evidence on these lines, which demonstrate that 
hotel expenses were incurred to accommodate their sales team at 
various locations. These hoteling expenses are an integral part of its 
business and essential for its growth and have a direct connection to 
the taxable activity carried out by the applicant. Therefore, these have 
now been held to be admissible inputs under Section 8(1) of the Act.  
 
Second Ruling of the ATIR: 
INPUT TAX PAID ON BUYING OF DISTRIBUTION VEHICLE ALLOWED 
 
The Tribunal observed that the department had allowed input tax 
credit on fuel used for the distribution of goods, recognizing it as to 
have been used in the core business activity. However, it disallowed 
the input tax claimed on the purchase of auto parts and vehicle 
maintenance without providing any explanation. Considering the 
nature of distribution business, the Tribunal observed that vehicles in 
question are essential for generating business, which the Applicant 
had purchased with its claim of input. The Applicant had also 
submitted sales tax invoices for these vehicles during the Rectification 
proceedings. Nevertheless, due to an oversight, no findings were 
recorded on this matter in the order earlier passed by the Tribunal, 
which constitutes a mistake apparent from record. In light of these 
circumstances, the Tribunal has directed that the Applicant's claim for 
input tax adjustment on purchase of vehicles in question be allowed.   
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COMMENTS 
Renewed Litigations by all Distributors in the Country: 
The ruling by the Tribunal in the Misc. (Rect.) Application is though 
welcoming for whole of the Distributors Industry in the Country; it 
has opened the Floodgate for a fresh spate of renewed litigation by 
them to claim back their input tax on purchase of Vehicles, which 
has always been denied by the department. The route of 
Miscellaneous Application (MA), we understand, has inherent legal 
issue.  
 
Scope of MA: 
It merits a mention with apprehension that the scope of 
rectification in judicial decisions has remained a subject of 
contention, with multiple judgments from High Courts and the 
Supreme Court qua its limitations. Based on these decisions, it is 
now a widely accepted consensus that rectification is confined to 
correcting errors evident on the face of order, such as clerical or 
typographical mistakes.  
 

Exception without Explanation: 
The case in hand, on the contrary, portrays a completely different 
and unexpected picture of the Tribunal standing, wherein the 
Tribunal not only accepted the rectification on legalities but 
revisited the decision and provided the desired relief on account of 
input tax adjustment, that is otherwise explicitly prohibited under 
Section 8(1)(i) of the Act. The disallowance is specific to input tax on 
motor vehicles and that too without any exception: yet the Tribunal 
chose to offer not only to listen but to grant relief as well, without 
clearly reconciling the discrepancy.  
 
Unusual Precedent: 
We understand that the current case has set a very unusual 
precedent, where MA Rectification can now be used as a tool, to 
revisit the settled legal matters. For MA Rectification to maintain its 
sustainability as we knew before this decision, had to be grounded 
on a premise that it does not overstep into areas of substantive law 
where judgments have already been given based on statutory 
interpretation. 
 
CONCLUSION: 
The Tribunal has stretched the scope of this legal practice, moving 
beyond the correction of errors, into the realm of revisiting legal 
conclusions and, therefore, we apprehend that the matter is prone 
to further contentious litigation in the High Court by the 
Department.  
 

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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