
BEFORE
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ISLAMABAD

COMPLAINT NO.22921KH1!1T12022
Dated 08.06.2022 * R.Q. Karachi

Mr. Raheel Ahmed Khan,
House No. 140, Block-P, Phase-i,
DHA, Lahore Cantonment . ..Complainant

Versus
The Secretary,
Revenue Division,
Islamabad .. ..Respondent

Dealing Officer Mr. Badruddin Ahmad Quraishi Advisor
Appraisal Officer : Mr. Muhammad TanvirAkhtar, Advisor
Authorized Representative None
Departmental Representative : None

FINDINGSIRECOMMENDATIONS

The complaint was filed in terms of Section 10(1) of the Federal

Tax Ombudsman Ordinance, 2000 (FTC Ordinance) against alleged

illegal assessment order dated 23.05.2022 issued under Section 1 22(5A)

of Income Tax Ordinance (the Ordinance) for Tax Year 2016 and creating

tax demand of Rs.2.598 million.

2. Briefly, the Complainant; a salaried individual and a Master Mariner

sailing on board of Foreign Vessels, earning U.S.$ 8,000/ per month; filed

income tax return for Tax year 2016. The salary income of a Pakistani

seafarer working on a foreign vessel provided that such income is

remitted to Pakistan, not later than two months of the relevant tax year

through normal banking channels; is exempt from income tax in terms of

clause 4(b), Part 1 of Second schedule to the Ordinance. The

department (Deptt) issued show cause notice under Section 122(9) on

30.04.2022 against foreign remittance amounting to Rs.9,818,819

declared in wealth reconciliation statement for Tax Year 2016. The
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Complainant submitted bank statement and requested to close the

amendment proceeding as the foreign remittances were received

through banking channel against monthly salary earned as Master on

foreign vessel & remitted through banking channel. The Deptt, as per

complaint, without examining the reply in details, made addition on

account of unexplained assets under Section 111(1 )(b) of the Ordinance

creating tax liability of Rs. 2.598 million on excuse of not providing

encashment certificate; hence this complaint.

3. The complaint was referred to the 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, the Chief Commissioner-IR RTO Lahore submitted

vide letter dated 30.06.2022 comments of the Commissioner Zone-Il,

RTO- Lahore dated 28.06.2022. At the outset preliminary objection

regarding bar of jurisdiction was raised under Section 9(2)(b) of the FTO

Ordinance as the impugned order referred to assessment of tax &

determination of tax liability and also appealable before Commissioner

Appeal.

4. On merit, it was contended that the Complainant did not declare

any such income in his return but declared the same in wealth statement.

As no encashment certificate was produced alongwith bank statement,

therefore; addition as unexplained assets under Section 111(1 )(b) /39 of

the Ordinance was made. On the contrary, the Complainant submitted

his seaman identity card issued by the Shipping Master and ‘Seaman

engagement & discharge record’ showing date of joining & date of

discharge from foreign vessel, monthly pay slips issued by foreign vessel

‘M.V Miami Pride’ depicting monthly salary income of U.S.$ 8000/ per

month for Tax year 2016 and bank statement showing money trails.
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These salary income can be seen as foreign remittance in his bank

statement

5. Both the parties heard and record perused.

6. The preliminary objection regarding bar of jurisdiction raised under

Section 9(1) of the FTC Ordinance, is misconceived as the matter relates

to a decision which is completely contrary to law, rule or regulations and

is departure from established practice or procedure. Hence, preliminary

objection being misconceived is, thus, overruled.

7. Evidently, the Complainant is a Master Mariner continuously sailing

on board foreign vessels since 2009. In support of his assertions, he

submitted his seaman identity card issued by the Shipping Master and

‘Seaman engagement & discharge record’ showing date of joining & date

of discharge from foreign vessel. The Complainant also submitted his

monthly pay slips issued by foreign vessel ‘MV. Miami Pride’ depicting

monthly salary income of U.S.$ 8000/ per month for Tax year 2016.

These salary income can be seen as foreign remittance in his bank

statement. Thus, it can be said beyond any doubt that his salary income

is exempt from income tax in terms of clause 4(b), Part 1 of Second

schedule to the Ordinance which is produced below:

“(4) Any income chargeable under the head “Salary” received by-
(a) __________________

b) a Pakistani seafarer working on a foreign vessel provided that such income is
remitted to Pakistan, not later than two months of the relevant tax year through
normal banking channels”

8. The Deptt in impugned amended assessment order issued under

Section 1 22(5A) of the Ordinance on 23.05.2022 for Tax year 2016 made

addition under Section 111(1 )(b) /39 against foreign remittance declared

in his wealth statement. The concluding para of this impugned order is as

follows:
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Declared Taxable Income: 0
Addition u/s 11 1(1)(b) /39 on account of foreign remittance: 9.818.819
Total Taxable Income: 9,818,819
Tax on Taxable Income: Z 656,087

Thus, addition under Section 111(1 )(b) of the Ordinance was made on

account of unexplained assets which says:

111. Unexplained income or assets. — (1) Where —

(a) any amount is credited in a person’s books of account
(b) a person has made any investment or is the owner of any money or valuable article;
(c) a person has incurred any expenditure or

(d) any person has concealed income or furnished inaccurate particulars of income including

(i) the suppression of any production, sales or any amount chargeable to tax; or
(ii) the suppression of any item of receipt liable to tax in whole or in part,

and the person offers no explanation about the nature and source of the amount
credited or the investment, money, valuable article, or funds from which the expenditure was
made suppression of any production, sales, any amount chargeable to tax and of any item of
receipt liable to tax] or the explanation offered by the person is not, in the Commissioner’s
opinion, satisfactoty

The above provision of Section 111(1 )(b) clearly says that if a person is

the owner of any money and the person offers no explanation about the

nature and source of the amount then addition under Section 111(1 )(b)

of the Ordinance can be made. Since the nature & source of foreign

remittance had been explained in the shape of monthly salary income

working on foreign vessels and remitted through banking channel, any

addition made under Section 111(1)(b) in the case of Complainant; is

contrary to law & procedure. The Deptt’s argument of requirement of

encashment certificate as per provision of Section 111(4) applies to those

foreign remittances where the nature & source of the foreign remittances

cannot be explained. In this case of the Complainant, not only nature

&source of income as well as trail of income is clearly explainable but

also very source of salary income is exempt from income tax in terms of

clause 4(b), Part 1 of Second schedule to the Ordinance.

9. From the foregoing discussed facts, it is established beyond any

shadow of doubt that the impugned order dated 23.05.2022 for Tax Year
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2016 is arbitrary, contrary to law & procedure, principle of natural justice; 
hence, unlawful per se. Moreover, such a cold-blooded treatment 
meted out to a professional bringing precious & much needed  

foreign exchange to Pakistan is completely unjustifiable.  

FINDINGS:  

10. Passing impugned order dated 23.05.2022 contrary to law & 

procedure and principle of natural justice causing administrative 

excesses is tantamount to maladministration, in terms of Section 
2(3)(i)(a),(b)& (c) of the FTO Ordinance. 

RECOMMENDATIONS:  

11. FBR to- 

direct the Commissioner-R, Zone-II, RTO Lahore to revisit the 
impugned order dated 23.05.2022 for Tax Year 2016 in light 
of discussions held at para 7 & 8 in terms of Section 122A of 
the Ordinance after affording proper opportunity of hearing to 
the Complainant on its merit in accordance with law; and 

(iv) report compliance within 45 days 

f • - 

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

Dated: /1-: 	2022 
	 Federal Tax Ombudsman 

/4/4/1-vie 	1P40-") 
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