FEDERAL TAX OMBUDSMAN’S VISIT TO THE SIALKOT CHAMBER OF COMMERCE & INDUSTRY (SCC&I)  ON 20-07-2011.
Responding to an invitation, Dr Muhammad Shoaib Suddle, the Hon’ble Federal Tax Ombudsman, paid a visit to the Sialkot Chamber of Commerce & Industry on 20-07-11.

In the opening address, Mr Ghulam Mustafa Chaudhry, President, SCC&I, welcomed the Hon’ble FEDERAL TAX OMBUDSMAN paid tribute to the excellent work done by the Hon’ble FEDERAL TAX OMBUDSMAN and thanked him for his help in resolving the problems faced by the members of the SCC&I with FBR relating to various Customs and Sales Tax issues.. He explained that the exporters form Sialkot earned $ 1.25 Bill foreign exchange in 2010-11 and their tax performance was exemplary with hardly any case of default. He however said that taxpayers faced many problems especially problems posed by the multiplicity of taxes. There were also serious infrastructure problems like shortcomings in the supply of energy that had an extremely detrimental effect on production
He further said that an office of the FEDERAL TAX OMBUDSMAN should be established at Sialkot so that taxpayers based in the city do not have to go to Lahore for redressal of their grievances. Finally he recommended that Information Technology should be put to use in the FEDERAL TAX OMBUDSMAN’s office both to improve their internal working and enhance connectivity with taxpayers.
In his reply the Hon’ble FEDERAL TAX OMBUDSMAN thanked the President SCC&I for his gracious remarks and said that we should be aware that the office of the Ombudsman was an Islamic innovation dating back to the Caliphate and it was especially set up to facilitate citizens in their dealings with the official bureaucracy. He gave an over view of the evolution of this office in Pakistan and the setting up of the office of the Federal Tax Ombudsman in September 2000 to deal exclusively with maladministration in FBR offices. The Hon’ble FEDERAL TAX OMBUDSMAN explained the working of the FEDERAL TAX OMBUDSMAN’s office in some detail and said that on average the office handles approx 1500 complaints annually and 2/3rd’s of the complaints received pertained to Income Tax matters mostly involving problems in the issuance of refunds. 14% of the complaints related to Customs and about 20%  to Sales Tax issues. 70-80% of the FEDERAL TAX OMBUDSMAN’s orders disposing of complaints were in the Complainant’s favor and some 75% of the FEDERAL TAX OMBUDSMAN’s  findings/Recommendations were accepted and implemented by the Deptt. 10% of the FEDERAL TAX OMBUDSMAN’s decisions were contested in Review Applications that he heard personally and Representations before the Hon’ble President of Pakistan were filed against 15% of the FEDERAL TAX OMBUDSMAN’s orders by both the Deptt and taxpayers. He said that when he was appointed as FEDERAL TAX OMBUDSMAN in June 2009 there was a significant backlog of complaints pending since 2005. On his orders the entire pendency was cleared by March 2010. Furthermore, the time taken to dispose of complaints was also reduced considerably. In 2009 the average disposal time per case was 117 days which was brought down to 67 days in 2010 and the goal was to further reduce the time to less than 60 days in 2011. In this context he pointed out that plans were in an advanced stage to use I.T. to transform the FEDERAL TAX OMBUDSMAN offices to paperless environments and a comprehensive e-enablement project was being implemented to achieve this important breakthrough to enhance the qualitative and quantitative performance of the FEDERAL TAX OMBUDSMAN’s office. Already the three offices at Islamabad, Lahore and Karachi were e-enabled with internal networking and full internet connectivity and an On-Line complaint filing system was presently being tested. Once it was in place, Complainant’s would be able to not only file complaints electronically but also monitor progress in the disposal of their complaints in the FEDERAL TAX OMBUDSMAN’s office.
The Hon’ble FEDERAL TAX OMBUDSMAN said that it was his objective to get the Deptt to resolve issues involving maladministration faced by taxpayers expeditiously and in the ‘Making a Difference Approach’ that he sought to implement the emphasis was on greater involvement in systemic issues as these affected a much larger number of taxpayers. He pointed out that in 2010, using the new approach, 196,000 cases involving blocked refunds were disposed of without taking up a single case for formal hearing and a total amount of some Rs 7 Billion was released by the Deptt as refunds due to taxpayers/Complainant’s. This was 32 times higher than the refunds issued by the Deptt on the FEDERAL TAX OMBUDSMAN’s intervention during the preceding nine years.
The Hon’ble FEDERAL TAX OMBUDSMAN emphasized that he was the taxpayers Ombudsman, not the tax evaders.
The Hon’ble FEDERAL TAX OMBUDSMAN said that his PhD in White collar Crime, Degree in Law and experience in handling complaints against Departmental highhandedness had convinced him that when taxpayers were treated with compassion and understanding they were much more receptive to calls for payment of taxes than if were treated shabbily. It was therefore imperative that the mindset of Departmental functionaries change for the better.

He said that the Deptt should endeavor to set up it’s own internal complaint handing system so that taxpayers facing problems with Departmental functionaries have a forum within the Deptt for prompt redressal of their grievance. This would also enable the FEDERAL TAX OMBUDSMAN’s office to concentrate more on systemic issues that had far greater impact in the context of maladministration as they affected a much larger number of taxpayers. One such systemic problem facing the Deptt was leakage of considerable revenue through fraudulent practices of its functionaries. The Hon’ble FEDERAL TAX OMBUDSMAN told the audience that for the first time since the inception of the office of the FEDERAL TAX OMBUDSMAN in 2000, the Hon’ble Supreme Court of Pakistan had referred the so called ISAF Container case scam involving systematic abuse of the Afghan Transit Trade facility and resultant loss of huge revenue due to non- payment of Customs Duties on imported goods. He said that in the investigation conducted by him covering a period of 3.75 years from 2007 to 2010, he had found that some 7922 NLC cargo containers transporting goods ostensibly to destinations in Afghanistan from Karachi Port under the cover of the Afghan Transit Trade Agreement had gone missing in the official Customs records with resultant loss of Import Duty amounting to some Rs 17 Billion. However he had cautioned even then that this was just the tip of the iceberg and in fact the losses were much greater. He said that when he submitted the results of his investigation to the Apex Court, initially there was considerable skepticism in the FBR on his Findings and the very idea of 7922 containers going missing was considered outlandish. So great was the hue and cry raised that for a time he wondered whether his report was faulty and he even toyed with the idea of resigning from his post if it was evident that he had erred in his assessment of the matter. However in the subsequent follow up investigation by the FBR the fears proved groundless and it was found that in fact the number of missing containers was much larger – 24,000 rather than 7922 reported by him involving loss of Duty and taxes aggregating to more than Rs 50 billion rather than Rs 17 Bill intimated in his report. And the FBR investigation into the matter was still ongoing and there was every likelihood that the revenue loss would increase further as the enquiry progressed.
Besides the staggering loss in revenue, the ISAF NLC container scam brought home the great loss to local industry as a direct result of imported goods flooding the domestic market with non duty paid items. Besides, there were security related implications as the containers may well have also been used for weapons smuggling.

The Hon’ble FEDERAL TAX OMBUDSMAN said that it was vital that the Deptt institutionalize an effective internal complaint handling system so that the FEDERAL TAX OMBUDSMAN office was freed from the drudgery of dealing with a very large number of individual complaints. This was also necessary so as to ensure that the Deptt does not relapse into old, negative patterns of behavior.
The Hon’ble FEDERAL TAX OMBUDSMAN said that internal accountability in all government organizations was of the utmost importance and in this context he had especially requested the well known international oversight authority, Transparency International, to conduct a third party audit of the FEDERAL TAX OMBUDSMAN’s office. This was done not without some trepidation as a negative assessment would have widespread ramifications as the report would be available worldwide. Thankfully, the efforts made to select staff with painstaking care and revamp work procedures in the Federal Tax Ombudsman’s office paid off and the report released by Transparency International gave a 90+ plus approval rating. However the FEDERAL TAX OMBUDSMAN said that he was still concerned about the 10%  shortfall in the rating and would do everything possible to identify reasons thereof and take steps to rectify the situation fully as he firmly believed that a 100% approval rating, especially with regard to personal integrity of staff, was desirable and achievable.

A number of questions were then put to the Hon’ble FEDERAL TAX OMBUDSMAN by the Members of the audience and all the questions were answered by him to their satisfaction.
Finally the Hon’ble FEDERAL TAX OMBUDSMAN said that he had paid a great deal of attention in selecting his team members as this was a fundamental prerequisite to ensuring efficiency and integrity in the FEDERAL TAX OMBUDSMAN’s office. 
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