




 

Tax Compliance & Audit Risk Mitigation: Safeguarding SCCI’s NTN in 

the 95M PKR Payments to the Suppliers for the Research Project, 

Research and Technology Development Center (RTDC) 

 

1. The "Red Flag" Risk (The 2M vs. 85M Argument) 

Strongest point for the Finance Committee. 

• The Mismatch: SCCI’s current annual revenue is approximately 3.8 million PKR. 

Processing 95 million PKR through SCCI’s NTN creates a 2,794% spike in financial 

activity. 

• Automatic Audit: FBR’s IRIS system uses "risk-based parameters." A sudden jump 

of this magnitude will trigger an automatic audit notice. The FBR may treat the 85 

million PKR as SCCI’s own "unexplained income" or "undisclosed turnover," leading 

to massive tax demands that SCCI cannot afford. 

2. Legal Identity & Asset Ownership 

• The Entity Gap: The Joint Venture (JV) is a separate "Association of Persons" 

(AOP). Legally, SCCI and the JV are two different people. 

• Title of Assets: If vendors issue invoices to SCCI, SCCI legally owns the equipment. 

However, since the funds came from TDAP or EDF for a specific research center at 

Swabi University, this creates a legal conflict of interest. 

• The Audit Trap: Government auditors (AGP) will flag this as "funds provided to 

Entity A (JV) but assets recorded by Entity B (SCCI)." This could lead to a recovery 

notice against SCCI officials. 

3. The "Withholding Agent" Liability 

• Section 153 Compliance (the payer rule): Under the Income Tax Ordinance, the 

person making the payment must withhold the tax. Since the payment is coming from 

the Joint Bank Account, the tax must be deposited under the Joint Venture’s NTN. 

• Invalid Tax Credits: If SCCI uses its own NTN to deposit the tax, the vendor will 

receive a tax credit from SCCI, not the JV. The JV’s books will never balance, and 

TDAP will not be able to "close" the project financially. 

4. Protecting SCCI’s "Tax Exempt" or "Trade Body" Status 

• Chambers of Commerce often enjoy specific tax treatments or simplified filings. 

• By mixing 85 million PKR of "Project Procurement" with "Chamber Operations," 

SCCI risks losing its status as a non-profit trade body in the eyes of the FBR, as it will 

look like a high-turnover commercial contractor. 



 

 

 

5. The Professional Solution: The "Executing Agency" Model 

Tell the committee that SCCI can still lead the project without taking the tax risk: 

• Role: SCCI acts as the "Project Manager." 

• Execution: All procurement is done by SCCI staff, but the NTN to be used is the 

JV’s. 

• Benefit: SCCI gets the credit for building the Research Center, but the JV/AOP takes 

the tax and audit "heat." 

Summary Table for the Meeting 

Issue SCCI’s Current Plan The Correct JV Plan 

FBR Risk High: 4000% turnover spike. Zero: JV handles its own volume. 

Audit Status Likely Objection. Fully compliant with TDAP/AGP. 

Invoicing Invoices in SCCI name (Wrong). Invoices in JV name (Correct). 

Accountability President SCCI personally liable. JV Management Committee liable. 

The Closing Statement 

"Mr. President, we want this 85 million PKR to be a success story for Swabi, not an audit 

case for SCCI. By using a separate NTN for the JV, we insulate the Chamber from FBR 

scrutiny while ensuring that funds are spent according to federal law." 

 
















