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Alleged ST, FED evasion: action ordered against Mardan cigarette factory
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 An operational cigarette unit of Mardan has tried to pretend as closed for evading sales tax/Federal Excise Duty (FED) prompting Directorate General of Intelligence and Investigation Federal Board of Revenue (FBR) to intervene in exposing the unit involved in tax fraud. 

Sources told Business Recorder here on Friday that a cigarette factory owned by a political family of Mardan was engaged in the manufacture and supply of cigarettes but failed to file sales tax returns on monthly basis. The unit was operating within jurisdiction of Regional Tax Office (RTO) Peshawar, but the RTO failed to check the working unit which tried to show it as closed. The directorate of intelligence IR was forced to intervene and caution the RTO to immediately seal the unit or the agency would unilaterally register the FIR. 

Astonishingly, the operative unit declared it as closed to the RTO Peshawar, but the regional tax department had not taken any action against the management. Even the regional officials accepted meagre amount of tax by the evader who tried to pretend as compliant unit. 

The directorate of intelligence IR has refused to consider this unit as regular filer of returns based on the facts and record available for the last years. Taking serious note of the situation, the FBR has warned the RTO Peshawar to immediately take action against the unit, or the agency would directly invoke provisions of law for lodging FIR against the fraudulent cigarette manufacturer. 

The agency is committed to initiate criminal proceedings against the unit due to lethargic attitude of RTO Peshawar. The directorate of intelligence IR is also surprised that why the RTO Peshawar is deliberately delaying action against the tax evader and in this connection, the Directorate General I&I IR has also written a letter to the RTO Peshawar to start proceedings against the cigarette manufacturer without further delay, official said. 

Official said that the tax profile and other related production and clearance statements available with the RTO Peshawar have been examined which shows huge business transactions (production and sale) but prima-facie returns have not been filed for many tax periods. Similarly, for a large number of tax periods FED and sales tax have not been paid despite supply of cigarettes. 

In order to probe into the matter the officials of the directorate were authorised to visit registered premises of the unit. During visit of the factory premises certain registers, card files, production/clearance sheets and sales tax/federal excise returns folders were provided by registered persons for examination. 

The production and sales registers maintained since 1995 till date and other related documents show huge production and sales of cigarettes during the period, but neither any sales tax return was filed nor any sales tax and the FED was paid since 2008 till September 2012 except few returns in which only sales tax was paid and the FED was not paid. 

The cigarette manufacturer has committed tax fraud and advised by the agency to pay outstanding principal amount of the FED amounting to Rs 13,942,491 and sales tax Rs 3,707,945 along with default surcharge amounting to Rs 5,692,470 aggregating to Rs 23,342,906 to avoid criminal proceedings under the relevant provisions of the tax laws. Details revealed that the unit was advised by Range Office of I&I IR Peshawar to pay outstanding FED and sales tax aggregated to Rs 23,707,945 within seven days after receiving observations about the unit. 

Several meetings were also held with the management of manufacturer to clear their dues and streamline their business activities according to the Federal Excise Act, 2005 and Sales Tax Act, 1990 which resulted in payment of their dues only for two months ie Rs 421,200 for August 2012 and Rs 421,200 for September 2012 which is negligible as compared to the total recoverable amount of Rs 23,707,945. Since their last payment on October 31, 2012, they were constantly approached but their behaviour is non-serious and are using delaying tactics to prolong the issue to avoid payment of duties and taxes, directorate said. 

The directorate of intelligence IR has directed the RTO to immediately seal the unit's premises till the final settlement of the outstanding liabilities. Directorate General I&I IR reserves the right for lodging FIR against management/Directors of the said manufacturer and their accomplices under section 22 of the Federal Excise Act, 2005 and section 37A of the Sales Tax Act, 1990, in case remedial enforcement/recovery measures are delayed at the RTO Peshawar, directorate added. 
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