BEFORE
THE FEDERAL TAX OMBUDSMAN
ISLAMABAD

Complaint No.1720/LHR/CUST/2022

Dated:01.05.2022* RO Lahore

M/s Wali Laminates (Pvt.) Lid,

17-KM, Ferozepur Road, ... Complainant
Lahore

Versus
The Secretary,
Revenue Division, ... Respondent
Islamabad.
Dealing Officer . Dr. Sarfraz Ahmad Warraich, Advisor
Appraising Officer  Mrs. Sarwat Tahira Habib, Sr. Advisor
Authorized Representative : Mr. Irfan Ali Sheikh, Advocate
Departmental Representative . Raja Bilal, Assistant Collector,

MCC(A), Lahore
Mr. Ali Asad, Deputy Director,
Directorate of 1&-Customs, Lahore

FINDINGS/RECOMMENDATIONS

The Complaint was filed against Collector of Customs,
MCC(Appraisement), Lahore and Director, Directorate of I&l-
Customs, Lahore, in terms of Section 10(1) of the Federal Tax
Ombudsman Ordinance, 2000 (FTO Ordinance), for encashing
Pay Order amounting to Rs.17.483 million, without lawful authority.

2. Precisely, facts of case, as narrated in Complaint, are that
four Show Cause Notices (SCN) were issued to Complainant,
whereby he was required to show cause as to why certain amount,
alleged to have been evaded, should not be recovered from him.
SCNs were properly assailed clarifying charges; however, same
were ignored and an Order-in-Original (O-in-O) No. 77/2022, dated
05.04.2022, was passed against Complainant by Collector of
Customs (Adjudication), Islamabad. Being aggrieved of said order,
Complainant preferred appeal in terms of Section 194 of the

*Date of registration in FTO Sectt.
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Customs Act, 1969 along with stay applications, which were
pending before Customs Appellate Tribunal, Lahore but, even
before the matter could be heard by learned Appellate Tribunal or
the Honorable High Court, Directorate initiated recovery
proceedings by way of demanding revalidation of financial
securities and issuance of demand notice to Collectorate against
Complainant which fell beyond their jurisdiction under
SR0.486(1)/2007 dated 09.06.2007. Directorate issued illegal
notices to Bank (Bank Al Habib, Lahore Ferozepur Road Branch,
Lahore, with direction to revalidate financial security, earlier
submitted with Directorate, by Complainant, for provisional
clearance of its imports, under Section 81 of the Customs Act,
1969, which were in the name of Collectorate. As a matter of law,
revalidation of financial security, in pursuance of an adjudged
order, could only be caused either by Appellant/ Complainant or
person, in whose name, same were issued. Therefore financial
security should have been handed over to Collector, legally
empowered to initiate recovery proceedings, as per section 202 of
the Customs Act, 1969, under SRO 486(1)/2007. It was not
Directorate, in capacity of Director of Intelligence or his
subordinates, who were, in anyway, authorized to initiate process
of revalidation through issuance of such notices to Bank.
Complainant stated, not only illegal notices were dispatched under
signatures of unauthorized officer but a couple of armed Sepoys of
Directorate also accompanied notices, who harassed and
threatened functionaries of Complainant's bank of dire
consequences, forcing them to revalidate instrument without any
delay or even informing Complainant. Further, Directorate issued
unlawful Demand Notices to Collectorate for initiation of Recovery
action under Section 202 of the Act. Such actions infringed upon
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Complainant's guaranteed fundamental rights and defeated
purpose of legal remedies, provided under the Customs Act. 1969,
to file appeals, for safeguarding taxpayers interest, against orders
of the adjudicating authorities. Even otherwise, as per Recovery
Rules, recovery proceedings could be initiated only after matter
had attained finality. Directorate did not even wait for statutory
period of 60 days available to file appeal. Further stated that
subject matter neither forms part of proceedings pending before
learned Appellate Tribunal nor it has been agitated before
honorable High Court in Complainant's petition filed for obtaining a
stay on recovery proceedings. Both cases were filed for different
cause of action whereas instant complaint was lodged purely on
issue of maladministration and harassment of Complainant by
Directorate and their functionaries. Appeal, along with stay
application of Complainant, regarding final determination, against
impugned Order-in-Original No. 77/2022 dated 05.04.2022, was
pending before Tribunal and matter had not ripened but unlawful
action of Directorate, i.e. revalidation of securities, subsequently
encashed, resulted in making one of appeals of Complainant
infructuous, causing not only mental torture but also caused
extreme frustration due to blockage, in exercising of Complainant's
rights to prevent Collectorate from premature encashment of
financial securities and also resultantly encouraging Collectorate to
initiate premature recovery proceedings, hence, rendering
remaining appeals of Complainant infructuous before first
Appellate Authority i.e. the Appellate Tribunal. Complainant, as well
as his bank, had been seriously harassed and bank was reluctant
in facilitating Complainant out of fear of Department's harassment.
Under Recovery Rule 134, matter could only be referred to
Collectorate after expiry of 30 days after adjudged amount had
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attained finality but, in instant case, it was referred, with malafide
intentions, after 10 days of issuance of ONO. Moreover,
Complainant's fundamental rights to be treated in accordance with
law, to conduct any lawful business, to not be deprived of his
property, save in accordance with the law and to be treated equally
before the law, guaranteed by Articles 4, 18, 24 and 25 of the
Constitution respectively, were infringed and seriously prejudiced
by actions of Directorate and their functionaries. Complainant had
experienced significant financial loss, reputational injury and
mental anguish due to unlawful actions of Directorate, by way of
using force and threat for unlawful revalidation of a financial
security that was not even issued in their name. Actions of
Directorate, taken without lawful authority, led to premature
encashment. Complainant prayed that Collectorate may be
directed to refund amount unlawfully encashed, which may be kept
with Collectorate till final decision of the case.

3. The Complaint was referred to Secretary Revenue
Division,for comments, in terms of Section 10(4) of the FTO
Ordinance, read with Section 9(1) of the Federal Ombudsmen
Institutional Reforms Act, 2013. In response thereto,Collector of
Customs, MCC(A), Lahore submitted parawise comments, stating
therein Demand Notices were issued by Directorate and not
Collectorate. O-in-O No. 77/2022 dated 05.04.2022 was an
appealable order and Complainant filed appeal before CAT, Lahore
but till date no stay order was secured/submitted by Complainant.
Therefore, impugned O-in-O still holds the field. Consignments of
the Complainant were assessed provisionally on the grounds of
contravention reports, issued by Directorate of Intelligence &
Investigation and subsequently matter was decided in favour of

Department, therefore, security instruments were enchased in the



