To, 
Mr. Muhammad Akhtar Khan,

Senior Audit,  

Directorate General of Intelligence & Investigation,

Federal Board of Revenue,  

Karachi 

  

 

Subject:         Requisition of Sales Tax Record Un of the Sales Tax Act,1990 

  

Dear Sir, 

  

This is with reference to your notice C. No. 593/DCI/ST/Supp-102/Inq/2010/385 dated: 31/03/2010 herein we have been informed that Directorate General is conducting audit / investigation of the records of suppliers of refund claimants who claimed / obtained fraudulent refunds, in this regard we have been directed to provide the following record for the tax period from July 2004 to Dec 2009:- 

 

1.      Purchase Register 

2.      Sales Register

3.      Copies of sales tax return 

4.      Bank Statement (to ascertain the payment of Rs.50,000/- & Above) 

5.      Shipping Bills. 

6.      Copies of Annual Accounts and Income Tax Returns.

7.      Address of godowns

8.      List of Machinery along with production capacity.

9.      List of Workers / labors along with their salaries / wages. 

10.  Sales & Purchase ledgers.

 

That we are one of the prominent manufacturers of textile goods and registered with sales tax regime since …………….. had never served with such seriously alleged letter in past hence believe that letter was issued to us under some confusion and misunderstanding, furthermore its observed that you did not disclose any specific evidence / name of claimant who claimed refund against our invoices fraudulently hence demand of record for audit / investigation is not tenable under the law particularly from the genuine taxpayers community having clean past track record.

 

That we would also like to draw your attention towards the fact that demand for submission of record for the period over five years is unwarranted under section 24 of the Sales Tax Act., 1990, by virtue of this the registered person is require to maintain and keep the record for the period of five years, hence requisition of any record prior to …….. March 2005 is contradictory to the provisions of section 24, the relevant portion of section 24 is re-produced hereunder for your ready reference:- 

 
 
 

24. Retention of record and documents for five years.- 
 
“A person who is required to maintain any record or documents under this Act, shall retain the record and documents for a period of five years after the end of the tax period to which such record or documents relate.” 
  

 

That in addition to the above, we also would like to invite your attention towards the fact that we are registered as a manufacturer of textile products and textile sector was declared zero rated through Finance Bill 2005, hence no question for claiming refund / input in respect of our supplies arises after 6th June 2005, this only fact is sufficient to negate the observation contend in summon notice issued u/s 37.

 

That our sales tax record as required under rule 38 of the sales tax rules are already available with your department which were occasionally being post audited at your end as well. Furthermore details of sales, purchase and complete sales tax return were also available with sales tax department as under different provisions of the law a taxpayers is required to submit these details on monthly bases hence your demand for submission of record and that is too attested record is super flues   

 

That under section 25 of the Sales Tax Act., 1990 an audit is required to be done only once in a year hence in the presence of audit proceeding already done by the sales tax department letter for exercise of audit proceeding is against the explicit provisions of the law. 

  

 

In the light of above submission it is evident that no risk avenue on sales of textile sector involved being zero rated sector and input tax refund was also subject to strict scrutiny of sales tax record either manually or computerized, hence we feel that observation for claiming refund against our invoices by refund claimant who obtained fraudulent refund on fake and flying invoices are prima facie appears incorrect and bases less.  The requisition of record through a summon notice under section 37 is against the clear cut policy of Federal Board of Revenue to maximum reduction of interaction between taxpayer and tax collector, in particular where no specific abnormality being intimated and could only cause harassment among the genuine business community. 

  

Therefore it is humbly requested to kindly drop the audit / investigation proceeding in compliance with policy of Federal Board of Revenue or intimate us specific discrepancy / irregularity with name of our customers who claimed fraudulent refund against our invoice, if any and obliged. 

  

  

Yours truly, 

 

For: M/s.

 
 
 
 
Best regards.
