DRI officers have no power to issue show
cause notice under the customs law: SC
18 March 2021

Summary
The Supreme Court (SC), in a recent case, has held that the Directorate of Revenue
Intelligence (DRI) officers have no power to issue show cause notices (SCNs) under the
customs law. The SC stated that only the proper officer could issue such a notice as the
Parliament has employed the article ‘the’ before the words proper officer not accidentally
but with the intention to designate the proper officer who had assessed the goods at the
time of clearance.
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Our comments
In the landmark case of Sayed Ali, earlier in 2011, the apex court had quashed the SCNs
issued by Commissioner (preventive) stating that such officer is not a ‘proper officer’ to
issue SCN. Further, the SC had categorically mentioned that if the approach of department
is accepted then it will lead to a situation where multiple officers would exercise jurisdiction
over the same assessee, leading to utter chaos and confusion. The verdict would have
resolved legacy litigations pertaining to the powers of non-jurisdictional officers. However,
realising the negative impact, the government took immediate step and made required
amendments in the law as a corrective recourse.
The present judgment by the apex court is in line with the judgment of Sayed Ali and is most
likely to impact the existing as well as future litigations involving SCNs issued by DRI.
Further, the ratio of this judgment may impact the SCNs issued by the Directorate General
of Goods & Services Tax Intelligence (DGGSTI) under GST.
As an immediate recourse, the CBIC has instructed that all the SCNs issued by DRI should
be kept pending until further directions. Further, all fresh SCNs presently being
investigated by DRI should be issued by jurisdictional commissionerate from where imports
have taken place.
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