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Cellular cos' exponential transactions 

FTO tells FBR to introducc 
automated monitoring system 

RECORDER REPORT 
ISLAMABAD: Federal Tax 

Ombudsman (FTO) Abdur Rauf 
Chaudhry has directed the 
Federal Board of Revenue 
(FBR) to introduce an automat-
ed system for monitoring deduc-
tion/collection of taxes regard-
ing exponential transactions of 
cellular companies in coordina-
tion with provincial revenue 
authorities. 

The FTO office has issued an 
order here on Monday in a com-
plaint in this regard, filed against 
a telecom company on evasion 
of tax. 

The FTO observed that there 
is no automated system for 
monitoring the deduction/collec-
tion of taxes in respect of every 
day exponential transactions of 
cellular companies. The 
rules/procedures framed by FBR 
are deficient to effectively con-
trol the evasion in such cases 
and there is no software to have 
controlled monitoring of deduc-
tion of taxes, which shows the 
apathy and inefficiency on the 
part of the FBR. 

It is imperative that adequate 
measures must be taken by the 
FBR for establishing an effective 
automated system by revisiting 
rules and procedure in coordina-
tion with the provincial revenue 
authorities and by proposing suit-
able amendments in laws/rules 
with the assistance of PTA, State 
Bank and other stakeholders 
including mobile network com-
panies, the FTO said. 

The FTO office has directed 
the FBR to report the steps taken 
in the light of above discussions 
within 90 days. 
r—Prima facie, significant leak-

age of government revenue is 
suspected due to loopholes and 
inefficient monitoring Of 
receipts and taxes by FBR func- 

tionaries in cases of Telecom 
Sector, which requires exercise 
of jurisdiction by this office 
under Section 9(1) of the FTO 
Ordinance 2000, the FTO order 
said. 

A number of hearings were 
conducted by issuing notices to 
telecom companies, Pakistan 
Telecommunication Authority 
(PTA) and the FBR. The provin-
cial revenue authorities and a 
Private Consultant was also part 
of the proceedings as Amicus 
Curiae to assist in sorting out the 
issue of evasion of taxes in net-
working communication field 
with a national perspective. 

The information gathered dur-
ing the investigation has 
revealed that there is no ascer-
tainable system, which could 
ensure that the amount of tax 
deducted by the telecom compa-
nies on account of income tax 
and sales tax/FED gets deposit-
ed into the government treasury 
through a transparent/automated 
system. As sales tax is being 
collected by the Provinces after 
18th amendment in the 
Constitution of Pakistan, the 
provincial revenue authorities 
were also contacted, who 
expressed interest in investigat-
ing the alleged evasion of taxes 
by the telecom sector. 
Accordingly, the representatives 
of the provincial revenue author-
ities were requested to discuss 
methodology for sorting out the 
issues raised in the proceedings. 

The senior officers of the rev-
enue authorities attending the 
proceedings/investigation sup-
ported the complainant's asser-
tions and appreciated the exer-
cise being carried out to estab-
lish negligence and inefficiency 
of FBR officials to control the 
evasion of Government revenue. 

The Chairman Sindh Revenue 

Board, expressed dissatisfaction 
on the FBR's performance as a 
revenue body expressing appre-
hension that tax deducted by 
mobile network companies was 
not being deposited into 
Government Treasury correctly 
and that there were many leak-
ages in the system in submitting 
details to the revenue authorities 
in respect of receipts/sales and 
taxes. He contended that FBR 
failed to monitor the correct 
amount of taxes including Sales 
Tax/FED and as a consequence 
the Provinces could not inherit a 
proper and transparent system of 
obtaining details regarding 
receipts/sales and taxes. Such 
negligence on the part of the 
FBR had compelled the 
Provincial Revenue Authorities 
to make fresh efforts to develop 
a system of gathering correct 
details for collecting taxes with 
substantial cost. 

The senior officers of the 
Revenue Authorities of Punjab 
and KP also endorsed the views 
expressed by the Chairman, 
Sindh Revenue Board and 
appreciated the efforts of the 
FTO in helping to streamline the 
system of monitoring taxes 
being collected by the mobile 
network sector, but not comedy 
deposited in Government exche-
quer, the FTO order said. 

The representatives of 
Telecom Companies contended 
that receipts and tax profiles of 
these companies were correctly 
declared as their accounts were 
regularly audited/verified by 
reputed firms of chartered 
accountants. They pleaded that 
returns of income and sales tax 
were submitted in accordance 
with law and there was no justi-
fication to doubt the declared 
version of telecom taxpayers. 

The PTA authorities claimed 

that PTA was just a regulatory 
body for issuance of licenses to 
the mobile network companies 
and it had no role in monitoring 
the receipts and deduction of tax 
by these companies. However, 
the individual complaints of the 
customers pertaining to other 
issues could be considered by 
the concerned PTA authorities. 

The officers representing the 
FBR, including concerned offi-
cers of LTU Islamabad, admit-
ted that there was no system to 
ensure that taxes deducted by 
the mobile network sector were 
actually deposited to 
Government Treasury. They 
admitted that evasion of taxes 
was suspected on the part of 
these mobile network compa-
nies. Refuting their 
Representatives' contention that 
tax statements/accounts were 
audited/verified by reputed char-
tered accountants in cases of 
mobile network companies, the 
DRs averred that chartered 
accountants only 
examined/audited the financial 
statements of a taxpayer on the 
basis of facts/data declared by a 
business. They are not responsi-
ble for any undeclared/omitted 
or concealed facts, the FTO 
order said. 

After hearing the concerned 
stakeholders/parties and exam-
ining relevant record, it has 
become evident that no definite 
system is in place to ensure that 
every penny of tax 
deducted/collected by the cellu-
lar companies gets deposited 
into Government Treasury. It 
can only be ensured through a 
system of automation interlink-
ing the transactions being made 
by these companies with soft-
ware system of FBR and State 
Bank/National Bank, the FTO 
order added. 
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