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           29th June, 2019 

 
 
GST, FED cases in litigation: Scheme may be reintroduced to allow principal 
amount payment 
The government is likely to reintroduce scheme sans penalty of payment of principal amounts of 
sales tax and Federal Excise Duty (FED), which are in litigations for years, official sources told 
Business Recorder. The Finance Division, sources said, has submitted the proposal to the federal 
cabinet which will approve the proposal next week. Prime Minister''s Advisor on Finance, Economic 
Affairs and Revenue has already cleared the proposal. 
 
The sources said a hefty amount, of around Rs 1 trillion approximately, in sales tax and federal 
excise duty cases, is stuck in litigations at various appellate fora. This includes substantial amount of 
default surcharge and penalties. In certain cases, default surcharge and penalties are almost equal or 
in excess of the principal amount. This happens due to time involved in litigation. 
 
The appellate fora usually take a lenient view in such cases. However, since penalty is a statutory 
provision, the field formations have to agitate relief accorded by lower appellate fora or high courts 
till the level of the Supreme Court, wherefore the principal amount remains stuck for years. 
 
With a view to encouraging voluntary payment of principal outstanding dues by the taxpayers, the 
federal government through notification had waived penalty and default surcharge in the past, subject 
to the condition that the whole principal amount of sales tax and FED was deposited till a certain 
date. Notifications were issued in 2011 and 2012, in this regard. 
 
According to the Finance Division, the incentives were largely appreciated by the trade bodies and 
were fruitful in reducing the arrears and litigation stock. However, since the notification provided 
only a short span of payment, 5 days in case of notification SRO.648 (1) 2011 issued on June 25, 
2011 and 9 days in case of SRO 548(1)/2012 issued on May 22, 2012 the cut off dates were June 30, 
2011 and May 31, 2012, respectively and all the taxpayers could not benefit, mainly due to 
limitations in fund arrangements during this short span in addition to regular tax payments. Though 
the time limits were extended the scheme lost some parts of its efficacy. 
 
In the backdrop of foregoing and in the light of experience of efficacy of such a scheme in reducing 
arrears and litigation stock, the Finance Division has proposed that such schemes be introduced 
before Eid holidays envisaging waiver of default surcharge and penalty on voluntary payment of 
principal amount by June 30, 2019. Such benefit, however, will not be available in case of fraudulent 
refunds or drawback and other tax refunds. 
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