Registered taxpayers' business premises: DRRA officials have no legal authority to conduct audit 
RECORDER REPORT 

ISLAMABAD (June 11 2010): Supreme Court of Pakistan has issued a judgement that the officials of the Directorate General of Revenue Receipt Audit (DRRA) have no legal authority to conduct audit of the registered taxpayers at their business premises. Member Domestic Operations (North) Federal Board of Revenue (FBR), Khalid Aziz Banth told the Senate Standing Committee on Finance on Thursday that the SC has issued a judgement to restrain the DRRA from conducting audit at the business premises of the taxpayers.

The external auditors of the DRRA can seek record of the taxpayers available with the department, but they cannot directly demand record including books of accounts maintained by the taxpayers. This means that the external auditors of the DRRA cannot access the record available at the business premises, factories or manufacturing units. During committee proceedings, some members objected that the taxpayers have to face several audits in one year including FBR audit as well as DRRA audit.

The multiple audits create serious problems for the registered units, which remained busy in providing tax records to different government departments. FBR Chairman Sohail Ahmed explained the committee that the audit of the Auditor General of Pakistan (AG) is a separate audit and it has nothing to do with the audit of the FBR. The audit of the AG office is not being conducted under the tax laws of the FBR.

The external auditors of the AG office verify whether the tax department has correctly conducted audit of the registered taxpayers. Basically, the AG office checks the accuracy of the audits being conducted by the FBR. In this regard, Khalid Aziz Banth informed the committee about the legal status of the DRRA audit. He said that the SC has recently issued a judgement in this regard to resolve the issue of the audits being conducted by the DRRA.

It is important to mention that the AG office had observed that the Sales Tax Act, 1990 and the Auditor General's Ordinance, 2001 are two independent enactments and respective powers thereunder can be exercised concurrently or separately by the FBR and Auditor General of Pakistan. The audit conducted by the Auditor General's department has no bearing upon the audit powers or audit functions of the sales tax department vice versa is also correct.

The AG office further stated that Article 169 of the constitution of Pakistan, 1973 read with section 12 of Auditor General's (Functions, Powers and Terms and conditions of service) Ordinance, 2001 empowered the Auditor General of Pakistan to audit all the receipts of Federal, Provincial and District Government Audit is to see that all money due to government are properly assessed and correctly deposited and rules and procedures relating to such receipts arc fully observed.

This function includes examination of assessment of leviable tax, its collection and accounting. In order to ascertain whether full and recoverable tax has been fully recovered and deposited as government receipt, the audit of taxpayers record/account has to be done.

The Statutory Audit facilitates the FBR in generation of revenue receipts and helps to stream line the regularity system of revenue. Keeping in view the above stated provisions of law, Rules and Regulation and responsibility of Auditor General of Pakistan laid down in the Constitution of Pakistan and recoveries made at the instance of Audit, AG office added.

In the past, the FBR has tried to restrain external auditors from visiting business premises of the registered taxpayers for examination of sales tax and income tax records available with the units. The FBR has no objection in case external auditors examine sales tax record, income tax statements, challans including e-filing statements, withholding statements, input/output data, or any other record available with the tax offices. However, they cannot directly access the taxpayers record available at the business premises of the registered units.
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