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the complaint under reference is directed against Inland Revenue,
peShatar, and Peshawar Customs. It is alleged that the Inland Revenue
authori ies of Peshawar have deducted an amount of over Rs. 2.23 million
on the. irective of the Customs authorities despite the fact that their refund
claim

at Rs. 4.23 million was pending with Customs and on an average Rs.

42.00

illion of refund generally remains pending with the Inland Revenue

l'

Service

Peshawar. Therefore, the Customs authorities should have

sanctio, ed their refund claim of Rs. 4.23 million and deducted the amount of
Rs. 2.2B million from that to settle their recovery action. But it was unjust
accordihg to the Complainants to pend the sanction of refund due to the
taxpay*s and coerce recovery of Government dues without first settlement
of the

p~nding

2.

The complaint was referred to the Revenue Division for comments.

refund claims of taxpayers.

Replying to the allegation, the Revenue Division stated that the recovery of
Rs. 2.2$ million has been made by deduction of the Complainants Sales Tax
refund available with the Inland Revenue Service as a part of recovery of an
amount to RS.28,608,947/- outstanding against the Complainants. It is
I
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conteITlded that the Customs action to direct the Sales Tax authorities to

dedu~ the recoverable amount from the Complainants refund entitlement is
I

lawful\by virtue of the provisions of Section 202(a) of this Customs Act, 1969.
As re~ards, the Complainants' contention that their refund claim of Rs. 4.23
million is pending with Peshawar Customs, it is not correct because the
admishibility of that claim is yet to be established by the Customs in
associrtion with the Complainants in accordance with the Hon'ble FTO's
Rec01mendations dated 14.05.2008 in Complaint NO.287/2008 read with
the P~esident's Decision No. 87/2008-Law-1 (FTO) dated 13.02.2010. The

exerci~e

for ascertaining its admissibility is on and the time allowed for

nnalizirg this exercise has not yet expired. Therefore, there is no finally
deter~ined

refund claim of the Complainants pending with Customs for

adjustirg their liability.
3.

I

Hearing of the parties was held on 13.04.2010. The oral and written

submiJsions of the parties were discussed at length. The bottom line of the
Compl~inants' argument is that since their claim of over Rs. 4.23 million was

pendinf with the Customs authorities, the recovery of Rs. 2.23 million
outstanding against the Complainants by adjustment of Sales Tax refund
was ndt justified and it constituted maladministration under Section 2(3) of
the FTP Ordinance, 2000. Judging by the touchstones of justice and
fairnes~,

ought
of the

if any amount of refund claim is due to the taxpayer from the FBR, it

t~ be sanctioned at least as promptly as recoveries effected in favour

~overnment.

There is no justification for delaying the sanction of

I

refundS\ in favour of the taxpayers and at the same time enforcing recoveries
against i them. There has to be an even-handed treatment both for the

Govern~ent and the taxpayers.
I

" d"mgs
I
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4.

~he

Peshawar Customs should have decided the refund claim of

Rs. 4.2~ million pending with them since 2008 and then effected recovery of
Governrrent dues from the Complainants. Inordinately delaying settlement of
refund olaims of a taxpayer and coercing recoveries of Government dues
I

from him, is obviously discriminatory, unfair and unjust besides being
contrary\to the well established concepts of equity and good governance.
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Recommendations
5.

• FBR todecide on merit the Complainants' refund claim of Rs. 4.23
million pending with Peshawar Customs since 2008 within
fifteen days; and
I

ii.

6.

issue a policy directive to the field formations to simultaneously
settle the pending refund claims of taxpayers and deduct the
recoverables, if any, from the sanctioned amount of refund
before resorting to coercive measures for recovery of
Government dues from the same taxpayers.

Compliance be reported within twenty days.
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