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SOFTAX MEMBER’S TAX QUERIES

Question: Dear Sir First of all | really appreciate and thank you for your prompt and helpful support through this service. | want to know
that we have to pay a Sales tax invoice to insurance company in which they have mentioned FED in Sales tax mode, should we withheld and
deposit 1/5th of the Sales tax on that invoice while making payment to them. [Mr. Haroon Riaz — Matrix Solutions]

Answer: Yes, You are liable to deduct and deposit 1/5" of sales tax mentioned on sales tax invoice of the Insurance Company after looking
at the relevant provisions of different withholding rules (like in Sindh no deduction on payment from LTU registered to LTU registered and
in Punjab no deduction on payment from LTU to RTO).

Question: Please clarify that what particular records are required by the Tax Department for Audit of Withholding Taxes.
[Mr. Javed Qayyum — K.M Ashraf]

Answer: Officer of Inland Revenue can demand all records relevant to withholding tax like:
1. Party-wise detail of tax withheld,

Party-wise detail of tax deposited,

Monthly and Annual withholding statements,

Exemption certificates, if any

Reconciliation of differences arising between Financial and Withholding Statements

Proof of tax deposit; and

Any other relevant records.
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Question: AOA! My question is, what is the rate of turnover tax U/s 113 on Agricultural Receipts/Agricultural Sales of an assessee. (Person
is doing the business of sugarcane trader). [Mr. Moazam Raheel — S.M Raheel & Co.]

Answer: In our opinion, the trading of sugar cane is not the agricultural income in the light of section 41 of the Income Tax Ordinance, 2001.
If the person is a commission agent and selling sugarcane to factories on behalf of Agriculturalist and charging commission on transaction
then his turnover is commission and not the sale value of sugarcane. In case of Individual/AOP if his commission income exceeds Rs. 50
million then he is liable to pay turnover tax u/s 113 of the said Ordinance @ 0.5%. If purchasing and selling sugarcane, then turnover is the
sale value of sugar cane.

In case it falls under exempt income then again turnover tax u/s 113 is payable, (reference clause (c) of sub-section (1) of section 113).
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