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1 ORDER SUEET Laba ¥
IN THI. LAHORE HIGH COURT, LAHORE

JUDICIAL DEPARTMENT

Casc No. ITR No.377/2015

Commissioncr of Income Tax Vs M/s Allicd Marketing (Pvt.) Ltd

S No.of order/ [ Date of vrder/ | Order with signature of judge, and that of partics or couns, wherc

Proceeding Proceeding necessry.
28.04.2025 Ms. Humera Bashir Clmudhry, Advocate 11 (he
applicant.

Mr. Ibrahim Hassan and Sycda TFatima Ali, Advieale
for the respondent.

For the reasons recorded in our delailed o1+ .
even date passed in connecled reference applicalic 111!
No.281 of 2012, the instant reference applicabn is
A copy of this order shall be sent to the Appllate

Tribunal under the Seal of the Courl.
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ORDER SHEET l ’(. g \})
IN THE LAHORE HIGH COURT, LAHORIE™
JUDICIAL DEPARTMENT ;
Case No. PTR No.281/2012

Commissioner ol ncome Tox Vs M/s Allicd Marketing (PvL.) Ltd.

MSNooforder/ | Dateoforder/ [ Order with signature of judge, and that of partics or counscl, b
Proceeding Proceeding heeessary.

28.04.2025 Ms. Humera Bashir Chaudhry, Advocale (o1 the

applicant. '
Mr. Ibrahim IHassan and Syeda Fatima Ali, Adveales

for the respondent.

) This is a tax reference under Section 133 oithe
Income Tax Ordinance, 2001 (“the Ordinance”). 'his
order shall also decide connected reference applicaiin.
viz. ITR No0.377 of 2015, PTR Nos.282, 283, 284 and’#"
of 2012, which arise out of the same order passed by(c
Appellate Tribunal Inland Revenue with the aly

difference that these relate to different tax years. InTR
No.377 of 2015 the impugned order is dated 11.02.214
and is being decided through this common order sice
the Appellate Tribunal Inland Revenue relied uponits
earlier orders which are under challenge in the ab..
reference applications.

2. Two questions of law have been f}amcd to ane
out of the impugned order which are the following;

c. "Whether under the facts and in the circumstances of'e
cuse, the learned Appellate Tribunal Inland Revenue wus
justified to direct to charge lax u/s 113 on margin of prii
earned and not on gross sales.

d. "whether under the facts and in the ctrcumstances of |

case, the learned Appellate Tribunal Inland Revenue ).

Jailed to consider the explanation of section 113, winch si.
j "turnover" means the gross receipt, exclusive of sules (-
and federal excise duly or any trade discounts shoum «
invoices or bills, derived from the sale of goods ?" (P
No.27 & 28 of Page No.20 & 21 of the order of ATIR).

3. The only question which was determined by

Appellate: Tribunal was  regarding  consideration
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margin of profit earned by the respondent as luiaver
for the purposes of section 113 of the Ordinance. &ction
113 as it exisled at the relevant lime provided that:

113. Minimum tax on the income of cerlain petons -

(1) This section shall apply to a residenl coypmny
where, for any  reasoul whatsoever, tnclude 1
suslaining of a loss, the seltng off of a loss of au il

year, exemplion from lax, the application of credts o
rebates, or the claiming of allowances or dedvdwns
(including depreciation and amorlisation dedudons) |
allowed wnder this Ordinance or any other la.w Jr the

time being in force, no lax is payable or pm.d Ir the
persont for a lax year or the lax payable or paid iy the
person for a tax year is less than one-half per centf the
amount representing the person's turnover fror all
sources for thal year.

(2) Where this section applies--

(@) the aggregate of the person's turnover for th ln
year shall be treated as the income of the person fo the
year chargeable fo fax.

(b) the person shall pay as income tax for the taxsear
(instead of the aclual tax paynble under this
Ordinance), an amount equal fo one-half per cent éthe
person's turnover for the year; and

(c) where tax paid under sub-section (1) exceedsthe
aclual tax payable under Part I, Division If of the Irst
Schedule, the excess amount of tax paid shall be caned
forward for adjustment against tax liabilily wnder uri
1, Division II of the First Scliedule of the subscquenimn
year:

Provided that the amount under this clause shalibe
carried forward and adjusted against tax liability‘or
five tax years immediately succeeding the tax yearor
which the amoun! was paid.

(3) In this section, "turnover" neans—

. (a) the gross receipts, exclusive of [sales tax and Fedeil
' excise duty or any trade disconnts shown on invoiceor
bills, derived from the sale of goods;

(b) the gross fees for the rendering of services [or g

/ benefils], including commissions;
(c) the gross receipts from the execution of conlrac;
¢ and

(d) the company's share of the amounts stated above
any associalion of persons of which the company isi
meiher.
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1L N0 281 of 2012 -1

4. Itcan be seen from a reading of section 113 abve
that where for any reason mentioned above no te is
payable or paid by the person for a tax year or thelax
payable or paid by the person for a tax year is less han
one-half percent of the amount representing, persi's
trnover for all sources for that year then the agprente
of the person’s turnover for the lax year shall be treied
as the income of the person (or the year chargeabli (o
tax. There is no doubt that the respondent was bug,

treated under Lhe regime of minimum tax as enshricd
)

“in section 113 of the Ordinance. For the purposc:of

wection 113 irnover means the ‘gross receipts, exclugwve
of sales tax and federal excise duty or any (re
discounts shown on invoices or bills derived (rom he
sale of goods. The question engaged in these referece
applications is regarding Lhe nature of business bei

undertaken by the respondent which is admittely
distribution of products of various companies and Lis
has been mentioned in the assessment order passedy
the Assessing Officer, Therelore, the only receiplts of ne
respondent are the margin of profit which is p-
determined and agreed through an agreement betwen
the seller and the distributor. Clearly‘[ there is o
transaction of sale or purchase of various goods but aa
distributor the respondent is obliged to distribute (&>
goods againsl a certain margin of profit agreed betwea
the parties. Learned counsel for the applicant has nt
been able to refer to any prohibition in section 113 of 1l
Ordinance as to why the margin of profit agred
between the respondent and the supplier of gooc
cannot be considered as gross receipts of the responden
On facts the Appellate Tribunal concluded that th
respondent was indeed a distributlor and we are n
in“lined 1o g0 nlo that question since the factu.

determination has already been made by the Appellal
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Tobunall Further the Appellate Tribunal referred o 1y
past history and the treatment given to the buire
activity of the respondent by the department it-lf 1y,
hold that the margin of profit carned by the respocden
as a distributor was amenable to minimum tax ader
Section 113 of the Ordinance.
5. In view of the above, the questions of lav arc
decided against the applicant-department and ese
reference applications are dismissed.

A copy of this order shall be sent to the Appdai

) Tribunal under the Seal of the Court.
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