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FINDINGSIRECOMMENDATIONS

Though some internal dispute between the complainant and

Respondent NO. 1 (MIs Millat Tractors Limited, hereafter MTL) has

triggered the instant complaint, yet contents of the complaint as well

as the subsequently filed rejoinders reflect some glaring instances

of omission and commission on the part of LTO, Lahore

therefore it has been taken up for detailed investigation in terms of

Section 10(1) of the Federal Tax Ombudsman Ordinance, 2000

(FTO Ordinance).

2. Briefly, through this complaint the Complainant has highlighted

that he had booked 1001 agriculture tractors from MTL on 21-06-

*Date of registration in FF0 Sectt.
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2022, paying in advance full consideration amounting to Rs.

1,252,851 ,600/-including 5% sales tax (under serial number 25 of

the 8th Schedule of the Sales Tax Act, 1990), through ninety-one (91)

pay orders. However, MTL only delivered 47 tractors to the

complainant in the month of June 2022 and failed to deliver the

remaining 954 tractors even after expiry of 60 days.

3. The Complaint was referred to Respondents NO. 2 & 3 for

comments in terms of Section 10(4) of the FTO Ordinance asking

specific comments w.rt. the following;

I. “Mr. Shahzad Riaz (hereinafter referred as complainant) alleges that
he had booked 1001 tractors against ninety-one (91) pay orders
dated 2 1-06-2022. Out of these 1001 tractors, MTL has delivered 47
tractors (from 21-06-2022 to 30-06-2022) to the complainant. Delay
in delivery beyond 60 days tantamount to violation of SRO
837(1)1202 1 dated 30-06-2021.

ii. While delivering 47 tractors to the complainant MTL has deliberately
issued sales tax invoices @5% to fake persons (fake
growers/farmers) having no nexus with the whole transaction.

iii. Further details furnished by the complainant reveal that in bulk of
cases bookings are actually made by the commercial
entities/investors/dealers, who are involved in purchase and sale of
tractors commercially on commission or profit basis. Under the
relevant law no refund is admissible in cases if the tractors are sold
to persons other than individual growers/farmers having agriculture
land. Therefore, sales tax invoices are issued in name of dummy
farmers/growers (benami transactions) by misusing pay orders of the
dealers and investors with the sole purpose to get the fraudulent
refund under the SRO 363(1)12012 dated 13th April 2012, SRO
1248(1)12020 dated 23rd Nov 2020 and SRO 563(1)12022 dated 29th

April 2022.
iv. The department (LTO, Lahore) has failed to verify the

genuineness of refund, authenticity of buyers and specific cases
of fake invoices and alleged tax fraud, wherein MTL is legally not
entitled to claim refund as per conditions laid down in SRO
1248(1)12020 dated 23~ Nov 2020 and SRO 563(1)12022 dated ~
April 2022 on account of persons being non-growers and non-
farmers.

v. The basic goal & purpose of the government was to provide the
benefit to the genuine growers and farmers by allowing them
concessionary rates of sales tax @5%. The crux of the above
information is that apparently, no benefit has reached the genuine
farmers and growers and the respondent company apparently



3 C.No.3367/ISB/ST!2022

misused the law to get huge fraudulent sales tax refund based on
forged, fake and arranged documents.

vi. The complainant alleges that MTL has claimed sales tax refund
amounting to Rs. 5.699 billion out of which Rs. 1.430 billion has been
sanctioned. This implies that MTL has misused the incentives given
to the farmers/growers and have become the biggest beneficiary and
no benefit whatsoever has reached the genuine farmer/growers.

vii. The complainant further alleges that the department (LTO, Lahore)
is not vigilant while SRO 1248(l)/2020 dated 23~ Nov 2020 and SRO
563(l)/2022 dated 29~~ April 2022 are being grossly misused to get
huge fraudulent refund.

4. The complainant submitted a rejoinder against the reply of the

department on 19-09-2022 raising the following major issues;

i. That MTL has claimed refund of Rs. 4,985,565,957/= (Rupees Four
Billion Nine Hundred Eighty-Five Million Five Hundred Sixty-Five
Thousand Nine Hundred Fifty-Seven Only) for the period of April
2020 to February 2022, and Rs. 714,383,119 (Seven Hundred
Fourteen Million Three Hundred Eighty-Three Thousand One
Hundred Nineteen Only) for period Feb, march 2022, with the
connivance of FBR Officials on the basis of fake, forged, bogus
fabricated, manipulated, benami documents i.e. irrelevant bogus
CNIC, and other required documents (which are pre-requisites for
processing refund claims in terms of Sales Tax Rules, 2006.

Detail of inadmissible sales tax refunds claimed, and refund

sanctioned to IVITL for the period of April, 2020 upto February,

2022:

Sr. N Refund Amount Refund Amount
No. ame of Unit Claimed Sanctioned

1 Millat Tractors Limited 350,781,823.00 321,829,823.00
2 Millat Tractors Limited 400,787,770.00 380,648,980.00
3 Millat Tractors Limited 728,490,780.00 727,527,578.00
4 Millat Tractors Limited 320,306,868.00
5 Millat Tractors Limited 292,726,236.00
6 MilIat Tractors Limited 506,368,963.00
7 Millat Tractors Limited 837,249,318.00
8 Millat Tractors Limited 960,123,798.00
9 Millat Tractors Limited 588,730,598.00

TOTAL 4,985,565,957.00 1,430,006,381.00
10 Millat Tractors Limited 714,383,119.00

The sale of tractors shown in the books of MTL were actually neither
made to the persons as depicted in the books of MTL nor any
payment was received by respondent through accounts of such
buyers shown in books of accounts. In some cases, these sales were
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made even to blacklisted persons: Ajmal Khan) holding NTN No.
6558421-4. This taxpayer was blacklisted w.e.f. 09.11.2020, but
Twelve (12) tractors were sold to said blacklisted taxpayer from
29.01.2021 to 12.11.2021, hence the refund of MTL becomes
inadmissible as per SRO 363 (1)12012 dated 13.04.2012.

iii. It is noteworthy that MTL has made huge sales of tractors, to various
Traders! buyers, by charging sales tax @ 5% from all the purchasers
and thereafter claimed inadmissible sales tax refund in connivance
of FBR Officials.

iv. Fake & Flying invoices: MTL is involved in various bogus transactions
like purchasing of fake invoices against which input tax is claimed by
MTL, wherein, neither goods are physically exchanged nor payments
are properly made from business accounts of genuine buyers in
contravention of Section 73 of Sales Tax Act, 1990, resulting gigantic
losses to national exchequer of billions of rupees with the connivance
of FSR Officials. Thus the input tax claimed by MTL is also required
to be probed by FBR through appropriate orders of Honourable FTO.

5. Complaint as well as all rejoinders filed by the complainant

have been shared with the complainee company, MTL. The

response is as under;

Issue Involved Reply of the respondent company Millat Tractors
Competence and Under section 9(1) of the FTO Ordinance, 2000 the office of
Jurisdiction honorable FTO is only empowered to investigate any

allegation of maladministration on part of the Revenue
Division and Tax Employee. These two terms are defined
under section 2(7) and 2(10) of the Ordinance. Therefore,
the complaint is legally incompetent and ought to be
dismissed.

The complainant did not disclose maladministration on part
of the Revenue Division or Tax Employee; therefore,
complaint is liable to be rejected in limine under section 10(2)
and 10(5) of the FTO Ordinance, 2000.

The complainant prayers to the honorable FTO’s office to
pass certain directions to the respondent company are
incompetent as the FTO office cannot under the law
adjudicate a dispute between the two private parties.

In the rejoinder, the complainant urges FTO office to direct
FBR to scrutinize the refund claims of the respondent
company for the tax period from April 2020 to June 2022. The
complaint falls outside the jurisdiction of honorable FTO on
account of section 9(2)a and 9(2)b of the FTO Ordinance,
2001. The respondent company’s refund claim have already
been thoroughly audited and scrutinized and are currently
subjudice before the Commissioner IR (Appeals) and
honorable Lahore High Court.
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The respondent company submitted that FTO’s office lacks
jurisdiction in cases involving assessment, determination of
tax or duty, classification, or value of goods under section
9(2)b of the FTO Ordinance, 2000.

The complainant On 21-06-2022, Mr. Azhar Alam, AR of Ms. KK Tractors,
alleges that he received 91 pay orders from the representative of the
booked 1001 complainant in Lahore and submitted to the respondent
tractors @ Rs. company. On the same date complainant informed Mr Azhar
1,251,600/- against Alam that he is dispatching copies of CNICs and evidence of
ninety-one (91) pay land holding for the purposes of issuing invoices in the name
orders aggregating of farmers/growers.
to
Rs. 1,252,851,600/-
on 21-06-2022.
However only 47
tractors were
delivered by the
respondent
company. Allegedly,
the respondent
company issued
sales tax invoices
@5% to fake
farmers/growers
having no nexus
with the whole
transaction to claim
fraudulent refund
under SRO
563(l)/2022 dated
29°’ April 2022.

The complainant No comments filed
alleges that the
respondent
company
overcharged Rs.
56,858,400/- on
account of sales tax
@5% which is
abolished through
Finance Act, 2022.

a7tr
The respondent
company is bound
to issue sales tax
invoices in my
name, but they
issued invoices to
fake
famers/growers
against the delivery
of 47 tractors.

On 29-06-2022 and 30-06-2022, the respondent company
issued 22 and 25 invoices respectively in the names of
farmers/landowners according to the instructions of the
complainant on the basis of the copies of CNICs and
landholdings provided by the complainant. On 30-06-2022,
tractors were handed over to Mr. Azhar Alam of M/S. K.K
Traders (Authorized dealer of respondent company as per
complainant’s instructions) who passed them to a transporter
(as per complainant’s instructions) for onward delivery to the
complainant.
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The SRO laid down the subsidy scheme whereby tractor
manufacturers were allowed to supply tractors to farmers
having valid proof of land holding without payment sales tax
and thereafter claim adjustment of subsidy in the relevant tax
period. The respondent company did not supply a single
tractor under the scheme and did not claim any subsidy from
the government. The respondent company denied of having
violated SRO 1248(1)12020 dated 23-11-2020.

The respondent company stated that the complainant has
made entirely unsubstantiated and wild accusation without
any law or fact. The complainant as taken information from
annex-A of the sales tax returns of the respondent company
and alleged that none of purchases are genuine, It is
apprised that refund claim of the respondent company for the
tax period from April 2020 to June 2021 have already been
subjected to post refund audit. The department scrutinized
all purchases and sales of the respondent company, and no
allegation of fake/flying invoices was raised. Therefore, the
respondent company claimed that the subject allegation is
patently false.
The respondent company submitted that the condition of
making supplies of tractors against valid proof of landholding
was introduced through SRO 563(1)2022 dated ~ April
2022. Before that there was no such condition and sales tax
@5% was charged under serial number 25 of the eighth
schedule of Sales Tax Act, 1990 across the board. The
honorable FTO has itself held in two complaints filed by the
respondent company that reduced rate of 5% was
unconditional and applied to all the buyers. Both orders of
the honorable FTO were upheld by the President of Pakistan.
The respondent company submitted that they charge sales
tax @5% to genuine farmers against valid proof of
landholdings. The respondent company further submitted
that they have not yet filed any refund for the tax period of
May 2022 and June 2022 and in case we do the department
will be at liberty to scrutinize the claim, sales and purchase
and issue show cause notice.

The respondent company prayed that complaint lacks
merits. It was explained to the complainant that the booking
price is tentative and the price prevailing at the time of
delivery of shall apply and bookings placed are non-
cancelable and non-refundable. The office of the FTO cannot
legally adjudicate issues of law of contract, change law or re
write the terms of an agreement or compel a private party to

The respondent
company violated
provisions of SRO
1248(1)12020 dated
23-11-2020 by
making supplies to
persons other than
farmers to claim
fraudulent refund.
The respondent
company
purchased
fake/flying invoices

The respondent
company illegally
charged sales tax
@5% during the tax
period from April
2020 to Feb 2021
on the basis of
benami invoices
and fake land
record.
The respondent
company charged
sales tax@5% to
fake
farmer/growers
against fake land
record to get
fraudulent refund
amounting to Rs.
1,535,805,751/-
under the umbrella
of SRO 563(1)12022
dated 2gth April
2022
The complainant
prayed that the
honorable FTO may
please direct the
respondent
company to issue
refund of Rs.
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56,858,400/- paid violate the terms of an agreement.
towards sales tax
against 954 tractors

6. LTO Lahore’s para-wise comments of are shared as under:

As per contention of the complainant that full amount of Rs.
1,252,851,600/-was paid along with 5% OST vide 91 pay orders
dated 21-06-2022 to MTL. On factual grounds 60 days have been
lapsed on 19-08-2022 and delivery of 954 tractors has not been
made to the complainant. The issue of non-delivery of tractors,
beyond 60 days can be viewed under SRO 837(1)12021 dated 30-06-
2021.

ii. With the given facts Undelivered/remaining 954 units of tractors
prima facie do not fall under exemption regime.

iii. As per contention of the complainant the payment for 1001 units of
tractors has been made through 91 pay orders dated 21-06-2022,
therefore, the issue for payment of sales tax falls under the purview
of section 2(44) of the Sales Tax Act, 1990 which relates to the time
of supply. Therefore, as per clause (i) of Section 2(44) of the Sales
Tax Act, 1990, the payment against 1001 units of tractors ought to
have been accounted for in the tax period of June 2022 and the claim
for exemption of 954 tractors after 30th June 2022 is not justified
under the Sales Tax Act, 1990.

iv. As per contention of the complainant 91 pay orders were issued in
favour of the respondent company however, only 47 tractors were
issued to unrelated parties but received by the complainant under
collusive arrangements of 1001 tractors. Therefore, the malafide on
part of MIs. MTL has to be viewed seriously under the law.

v. MIs. MTL has also ignored conditions laid down under the SRO
563(1)12022 for supply of tractors @5% reduced rate. The malafide
on part of the complainant and M/s. MTL can be viewed that they
made transaction for supply of such vehicles in sheer violation of
strict restrictions and conditions as envisaged under SRO
563(1)12022 dated 29thAprio 2022. Similarly in the instant case the
complainant is a trader and whether he qualifies the condition laid
down under SRO 563(1)12022 to avail reduced rate of 5% or 17%
needs further probe.

vi. Under the Sales Tax Act, 1990 MIs. MTL is required to issue serially
numbered sales tax invoices in case of supply of taxable goods as
per Section 23 of the Act. A separate proceeding under section 11(2)
of the Sales Tax Act, 1990 read with section 2(37), 33(5) and 33(1)
of the Act, ibid one being initiated against MIs. MTL.

vii. The refund claimed during the period of transaction for the month of
June 2022 has not been sanctioned or processed yet. However, it
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may be noted that as per SRO 563(1)12022 dated 29th April 2022 the
conditions for charging and collecting sales reduced rate sales tax
@5% is available to the tractor manufacturers who supplies tractors
to a person holding following documents:

a. Valid proof of land holding such as agriculture passbook and

b. copy of record of rights of agriculture land duly verified from
provincial land revenue authorities.

viii. Neither the complainant nor MTL have fulfilled the conditions of SRO
563(1)/2022. Under rule 39(b) of the referred SRO, there are eligibility
criteria to avail the reduced rate under serial no. 25 of table 1 of the
8th schedule of the Sales Tax Act, 1990. The complainant is claiming
for supply of 1001 tractors at reduced rate but he is not eligible for
this transaction as under SRO 563(1)/2022, he is a trader and not a
farmer/grower of agriculture land. Now in case of non4ulfillment of
terms of the referred SRO, then he should pay 17% sales tax on
supply of tractors by the respondent company. Hence, by this way
the complainant appears to have short paid sales tax by 12%.

7. Once the comments/replies were filed by the respondents, the

case was fixed for detailed hearings on 20-09-2022, 3rd October

and 12th October, 2022. Mr Shahzad Riaz, Complainant appeared

along with his team, while Dr Mehak Mansoor, and Mr Usman

Rathore, DCIRs, appeared on behalf of LTO, Lahore. MTL,

Respondent No.1 was represented by Mr Akhtar, Ali Naeem and Mr

Azhar, GM Marketing, MTL. Upshots of hearings are;

i. The parties were informed that FTO Office shall not go into the
private commercial matters between the complainant and the
complainee company, rather it would confine itself to the acts of
omission and commission by FBR authorities, cognizable u/s 2(3)(ii)
of FTO Ordinance, 2000, visible from the contents of complaint &
rejoinders and not reasonably rebutted by concerned tax authorities.

ii. On the point of jurisdiction AR of the complainee company was
informed that FTO office has exercised its jurisdiction well within the
ambit of FTO Ordinance, 2000 because some glaring instances of
omission and commission on the part of LTO, Lahore have been
observed in the light of contents of the instant complaint & rejoinders,
which are being illustrated hereunder.

FINDINGS:

8. The case was thoroughly discussed with the complainant,
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representatives of Complainee Company MTL and officers of LTO

Lahore. Arguments of the Complainant and DRs heard and written

submissions (available on record) also perused at length. Following

core issues need detailed deliberations:

I. Sales Tax Invoicing under law vis-à-vis Pakistan’s

Tractor Manufacturing Sector

Invoicing is the cardinal concept in Pakistan’s Sales Tax regime. Section
2 (40) of Sales Tax Act, 1990 defines that “tax invoice “means a
document required to be issued under section 23; and section 23
further elaborates

“23. Tax Invoices.—

(1) A registered person making a taxable supply shall issue a serially
numbered tax invoice at the time of supply of goods containing the
following particulars, in Urdu or English language,] namely: —

(a) name, address and registration number of the supplier;

(b) name, address and registration number of the recipient

(c) date of issue of invoice;”

A. The above definition clearly denotes two parties in a sale’s
taxable transaction: Supplier and the Recipient i.e. buyer and the
seller or the payer and payee. Thus, a valid tax invoice must
incorporate the ordained particulars of both parties. However, when
the instant complaint is analyzed, admittedly payer remains Mr.
Shahzad Riaz, the complainant but as per invoices issued by MTL,
47 unrelated persons have been shown as the payers who have
neither made the booking of tractors through the authorized dealer,
nor made any payment, nor maintain any business relationship with
the payer and nor owned by the real payer/complainant Mr. Shahzad
Riaz. The case appears to be classic example wherein goods are
delivered to one person and invoices are issued to the
otherldummy/fictitious persons.

B. Authorized representatives of MTL confirmed that like all other
local tractor manufacturers MTL also book sale of tractors through
authorized dealers and invoices are issued as per details of buyers
provided by the said dealers. MTL’s stance that the dealer in
question had obtained 47 CNICs from the complainant and
submitted onwards to MTL is not only unsubstantiated it is against
the legal provisions as well. When the payment through 91 pay
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orders made by the complainant is directly being received and
credited to MTL’s A/Cs then there remains no ambiguity about the
payer, especially when 47 tractors were delivered by MTL to the
complainant. If for a while MTL’s argument that invoices are issued
in the names of buyers whose CNIC5 are conveyed by the
authorized dealers then the following issues may crop up;

i. If the consideration is paid by one person and invoice is issued in the
name of some other person and the real beneficiary remains the
former; it tantamounts to a tailor made “ Benami Transaction”,
cognizable under Benami (Transactions) Prohibition Act, 2017.

ii. Such an arrangement would shield the true particulars of real
payer/investor by portraying the made-up particulars of an unrelated
person whose CNIC has been misused to conceal the transactions
made by the real payer. Investments made and profits earned by the
beneficiaries thus remain concealed and untaxed.

iii. Such an arrangement has neither any legal backing nor fits in the
parameters of section 23 of ST Act, 1990.

iv. MTL’s assertion that this practice is prevalent in the whole tractors
manufacturing sector doesn’t carry weight if the practice in question
is against the clear provisions of law and it only encourages benami
transactions.

v. The above referred scheme at the best conceals the true particulars
of payers and at the worst aims at defrauding the national exchequer
by camouflaging transactions made by commercial entities, persons
in the garb of engineered purchases attributed to fake
growers/farmers. On one hand it conceals commercial transactions
made by non-growers/farmers and on the others it paves the way for
the filing, processing, sanctioning and issuance of bogus sales tax
refunds by the tractor manufacturing companies.

vi. MTL’s invoicing is plagued with serious flaws. Apart from the instant
case in another under investigation case, (COMPLAINT
NO.3858/SKT/lT/202, Dated: 29.08.2022*RO, Sialkot) the
Complainant Mr. Abaid Ullah, P.O Ghondal Miani Awan, Tehsil &
District Sialkot had booked a tractor on 03.06.2022 after making full
and final consideration of Rs.1.953 million, inclusive of chargeable
sales tax. When the Complainant approached MTL for delivery of
tractor in July, 2022 the authorized dealer further demanded an
amount of Rs.0.245 million quoting revised taxes on agricultural
machinery w.e.f. 01.07.2022 and the Complainant had to deposit
Rs.0.245 million. When the complaint was investigated by FTO
Regional office Sialkot it was revealed that as the Sales Tax was
waived for growers/farmers w.e.f. 1st July, 2022 therefore the sales
invoice dated 22.07.2022 issued by the M/s. Millat Tractors Ltd. also
reveals that no sales tax has been charged through said invoice and
whole amount of Rs.2.198 million was accounted for price value of
tractor. The questions which need to be explained by MTL are;
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• where has gone the sales tax charged at the time ofbooking;
and why it was not declared & deposited by MTL while filing
tax return for Tax period June, 2022;

• how sales tax component was made part of the price finally
charged;

• why the authorized dealer has made alleged revised taxes as
an excuse for additional charge when actually ST was
waived in the cases ofgrowers/farmers.

The above referred case reveals another material fact that whenever

any booking is made by a genuine grower/farmer through authorized

dealers, the payment through banking instruments is made by the

buyer/grower himself and invoice is issued in his own name. Such

genuine instances are clearly distinguishable from the bulk of sales

wherein payment is received from someone else and invoices are

issued in the names of names lenders/benamidars.
vii. Thus, from the above discussions clearly indicate the “neglect,

inattention, incompetence, inefficiency and ineptitude of tax
authorities, who though claim to be conducting audits and monitoring
of MTL yet thus far failed to unearth this patently illegal invoicing
system, which is not only detrimental to the interest of revenue rather
it it defeats the intent of legislation to facilitate small growers/farmers.

II. Time of Supply

~ Like tax invoices, time of supply is also an integral aspect of sales

tax regime. Section 2 (44) of ST Act, 1990 duly defines “time of
supply”, in relation to, —

(a) a supply of goods, other than under hire purchase
agreement, means the time at which the goods are
delivered or made available to the recipient of the supply

(b) a supply of goods under a hire purchase agreement,
means the time at which the agreement is entered into;
and

(c) services, means the time at which the services are
rendered or provided; Provided that in respect of sub
clause (a),(b) or (c), where any part payment is
received, —

(1) for the supply in a tax period, it shall be accounted for in the
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return for that tax period; and

In the instant case though full price of 1001 tractors, inclusive

of chargeable Sales Tax at that point of time was paid by the

complainant in June, 2022, yet this transaction was not accounted

for by MTL while filing the sales tax return for the month of June,

2022. When MTL was confronted on this account their AR’s 1st

response was that time of supply is linked with delivery of goods

and as booked tractors were not delivered therefore there was no

need to declare the same in June 2022. But when enquired about

non declaration 47 tractors in the return of June, 2022, which were

admittedly delivered in the month of June, 2022, AR had no

explanation to offer. Similarly though AR is of the view that time of

supply is strictly linked with delivery of goods yet he couldn’t offer

any plausible reason when the aforesaid proviso was referred which

obligates “Provided that in respect of sub clause ( a) ,(b) or (c),

where any part payment is received;

(I) for the supply in a tax period, it shall be accounted for

in the return for that tax period;.”

According to AR this proviso is redundant in the face of main

provisions of law but he failed to substantiate his assertion. His next

argument was that the said proviso only covers cases where part

payment is made: once again an over simplistic interpretation of

law. If law is applicable on part payment, how would it ignore the

incidence of full payment?

II. Moreover, the AR has failed to provide any explanation as to

how and under which provision of law sales tax component of

payment received by MTL can be retained by the supplier for

an indefinite period and how sales tax paid by the buyer can be

adiusted against price differential, if any by supplier on its own
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without disclosjnQ this fact in the relevant sales tax return.

Thus, by non-declaration of whole transaction and nonpayment of

sales tax recovered against 1001 tractors from the

payer/complainant MTL has contravened sales tax Act and LTO

Lahore failed to take any suo moto cognizance of this glaring

default.

Ill. Departmental ineptitude can be judged from the fact that even

when the department was informed (by sharing the complaint) that

the respondent company has received advance payment amounting

to Rs. 1,252,851,600/- including 5% sales tax from the

complainant and was bound to declare this sales transaction in the

tax period of June 2022, surprisingly, even after the receipt of this

information the department failed to incorporate the definition of

time of supply under section 2(44) of the Sales Tax Act, 1990 in the

notice dated 16-08-2022, issued to MTL, specifically for the month

of June 2022.

Thus, as per law the respondent company was bound to declare the

sales against advance (received in full) for supply of tractors in the

~, month of June 2022 but they failed to do so in violation of section

2(44) of the Sales Tax Act, 1990 read with section 3, 23. 26 and 73

of the Sales Tax Act, 19990. LTQ Lahore failed to discharge its

duties diligently in this regard.

Ill. Payment of KIBOR plus 3%

Regarding payment of KIBOR plus 3% for failure to deliver tractors

within 60 days under SRO 837(1)12020 dated 30-06-2020, it is

evident that 1001 tractors were booked on 21.06.2022 against full

payment including 5% sales tax though 91 pay order by the
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complainant and the respondent No. 1 was to deliver the same

within 60-days of the booking but he only delivered 47 tractors to the

complainant though authorized dealer of the respondent company.

Revision of prices apart the violation of aforesaid SRO is evident.

IV. Violations of SRO 3636(1)12012 dated 19th April 2012 and
SRO 563(1)12022 dated 29~I~ April 2022

These SRO5 are related to refund to agriculture tractors

manufacturers and therefore, due diligence is required while issuing
refund, but respondent No. 2 has also not been able to verify the

genuineness/authenticity of supply chain under section 2(33A) of

the Sales Tax Act, 1990 read with section 7, 8 and 73 of the Act, ibid.

V. Benami transactions

As explained by AR and evident from contents of the complaint and

rejoinder the bookings of tractors are made by commercial dealers
who themselves are not the growers/farmers rather they are only

carrying on the purchase and sales of tractors for profit/commission

motive. Tractors purchased in this manner are invoiced in the names

of unrelated persons and mostly used for purposes other than

agriculture i.e. industry, trolleying bricks & construction material,

digging of land (housing societies), cleaning of garbage etc. so

refund in such cases is inadmissible. Thus most of the sales tax

invoices are issued in the names of benami farmers/dummy

growers. This scenario is perfect benami arrangement which has

already been prohibited under Benami (Transactions) Prohibition
Act, 2017.

RECOMMENDATIONS:

8. FBR to direct: -

(i) Chief Commissioner IR, LTO, Lahore to conduct
exhaustive review of the instant case so as to ensure



15 	 C.No.3367/ISB/ST/2022 

that section 2(44) and section 23 of Sales Tax Act, 1990 
and all relevant SROs governing Tractors manufacturing 
sector are implemented in letter and spirit; 

(ii) Chief Commissioner IR, LTO, Lahore to verify the 
contents of the instant complaint especially challenging 
the genuineness of input tax claimed by the respondent 
and also verify the genuineness of farmers; 

(iii) DG Anti-Benami Initiative, FBR to probe the incidence of 
Benami transactions in Tractors manufacturing sector; 
and 

(iii) report compliance within 90 days. 

-------- 
(Dr. Asif Mahmood Jah) 
(Hilal-i-lmtiaz)(Sitara-i-Imtiaz) 

Federal Tax Ombudsman 
Dated:  211 I):  2022 
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