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export target revised to 22 billion (Dawn 13-02-2011)
KARACHI, Feb 12: Federal Minister for Commerce Mukhdoom Amin Fahim said on Saturday that owing to record breaking exports during last three months the export target for the current fiscal has been revised to $22 billion from $20 billion.

Briefing the media after chairing a meeting to review the performance of the attached departments of the ministry, including Trade Development Authority of Pakistan (TDAP), the minister expressed his full satisfaction over its performance.

Mr Fahim said that the export target for the current financial year 2010-11 has been increased to $22 billion owing to higher exports during the last three months particularly, $2.329 billion in January, which is 38.2 per cent higher than $1.685 billion during January 2010.

If the current momentum in increase of export continues, the minister expressed confidence that the exports might cross the target of $22 billion in 2010-11.

The year-on-year growth would be 14 per over the achievement of $19.313 billion in 2009-10, a TDAP press release issued on Saturday stated.

The minister further informed that exports during seven months of 2010-11 (July-Jan) were $13.279 billion as against $10.784 billion thus registering a growth of 23.1 per cent over the same period last year.

Mr Fahim said that the government has declared 2011 as the “Year of Export and 60-year Friendship between China and Pakistan”. In order to achieve this objective, TDAP has planned to enhance its export promotion activities around the globe with special focus on China and Japan.

In China, the TDAP is set to participate in 20 international trade fairs, which would be 100 per cent increase in the number of exhibitions attended
last year.

These exhibitions will be complimented with individual and business forum meetings. In addition, 10 product specific delegations will visit China and similarly 10 buying missions will be invited from China.

For Japan, TDAP will participate in a number of international events relating to home textile, apparel/garments and food products, including mangoes. The Japanese government has recently lifted the ban on the import of Pakistani mangoes and TDAP is engaging consultants for setting up of VHT (vapour heat treatment) plants at Karachi and Multan to take full advantage of market access opportunities made available after the lifting of ban.

conversion rates (Dawn 13-02-2011)
KARACHI: The following are February 14, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.

US dollar               Rs   84.7722
Japanese yen      Rs     1.0154
Pound sterling    Rs 136.0593
Euro                        Rs 114.6543
FBR unveils rules to compute capital gain tax (The News 13-02-2011)
KARACHI: The Federal Board of Revenue (FBR) has allowed First-In First-Out (FIFO) method for the computation of capital gain or loss on the sale of securities. 

The revenue body unveiled rules for computing the tax on Saturday, which was introduced in the previous budget. 

According to the guidelines, part of Income Tax Rules, 2002, the capital loss on selling securities shall be settled against the capital gain booked during a tax year to determine the taxable capital gain. However, the revenue body has disallowed carrying capital losses booked on the sale of securities in any tax year. 

The FBR took around nine months to formulate the rules because of disagreement between the tax officials and members of stock exchanges over several issues. 

The draft amendment to the rules was issued by the FBR on September 7, 2010, which was followed by a series of meetings between tax officials and members of stock market.

The finalised rules provided the procedure of computation of capital gain or loss on derivatives, under which in case of long position in deliverable futures contracts, capital gain or loss shall be computed as difference between cost of acquisition of securities underlying the future contract and the consideration from disposal of those securities to close the long position at or before maturity of the contract.

In case of short position in deliverable future contracts, similar calculation would be applied for short position or before maturity of the contract.

In case of cash settled future contracts, capital gain or loss shall be the cash payment which the investor respectively receives from or makes to the other party to settle the contract on or before maturity of the contract, the rules said.

The rules disallowed the capital loss adjustment in wash sales, cross trades and tax swap sales.

Regarding the payment of tax on capital gain, the rules said that every investor shall calculate tax on capital gain arising on securities held for a period up to six months, and six months to one year, after the end of each tax year at the prescribed rates.

Investors other than individual investors are directed to e-file statement of advance tax on capital gain on the prescribed format within seven days after the end of each quarter.

The liability to pay the due tax on capital gain shall lie on the investor who held the securities during the period for which tax on capital gain is to be paid and, in case of any benami accounts, on the investor who de facto owns the securities carried in such accounts, according to the rules.

The rules provide detail on how to determine date of acquisition and date of disposal of a security in detail whether the security is in electronic book entry form, physical certificate, account of nomination, under future contract or a borrowed security.

The government in the last budget levied the capital gain tax on sale of shares in the equity markets. The tax rate is 10 percent for shares held up to six months and 7.5 percent for securities held for six months to one year. Gains made on sale of securities held for more than one year are exempted from the tax.
World Bank Financial Access Report 2010 (The News 13-02-2011)
LAHORE: Although the financial sector in Pakistan is better regulated than other South Asian countries, the financial access of its population to commercial banks is the lowest in the region, according to the World Bank’s Financial Access Report 2010.

The number of bank accounts per 1,000 adults in Pakistan stands at 229.49 against 316.67 in Bangladesh, 747.29 in India and 1,891.79 in Sri Lanka.

The bank deposits in Pakistan account for 29.72 percent of the GDP against 50.04 percent in Bangladesh, 55.03 percent of the GDP in India and 39.52 percent in Sri Lanka.

The value of average bank account in Pakistan is 206.50 of its income per capita. It is 232.52 percent in Bangladesh, 107.86 percent in India and 27.58 percent of the per capita income in Sri Lanka, it said.

As far as loans are concerned, these are available to 36.47 persons per 1,000 adults in Pakistan, 137.46 in India, 41.37 in Bangladesh, while the figure for Sri Lanka is not available.

The commercial bank loans in Pakistan account for 21.67 percent of the GDP. In India these loans are 40.93 percent of its GDP, in Bangladesh it accounts for 36.88 percent of the GDP and 29.86 percent of the GDP in Sri Lanka.

The outreach of Pakistani commercial banks is 8.68 branches per 100,000 adults, out of which 5.97 branches are in urban areas and only 2.512 in rural localities.

In India there are 10.11 branches per 100,000 adults, out of which 3.82 are in the urban centres and 6.29 in the rural areas.

Bangladesh has 5.16 bank branches per 100,000 adults, which are almost evenly divided in urban and rural areas.

Sri Lanka has 9.05 branches per 100,000 adults. The figures for rural and ubran areas are not available.

The report further revealed that specialised financial institutions are regulated by a regulatory agency in Pakistan and 11.32 persons per 1,000 adults have accounts in these institutions and loans are provided to 8.37 persons per 1,000 adults.

These specialised institutions have outreach of 0.52 branches per 100,000 adults, which are predominantly established in the urban areas.

India has 7.29 automated teller machines (ATMs) per 100,000 adults with an average of 19.08 terminals per 1,000 kilometres. Pakistan has 4.06 ATMs per 100,000 adults located at an average of 5.49 terminals per 1,000 kilometres.

The regulatory quality of the Pakistani financial institutions is the best in South Asia where regulator have taken responsibility with dedicated unit for consumer protection, financial capability, regulation of microfinance, promoting saving, promoting SMEs access to finance, promoting access in rural areas and a strategy document to improve the financial inclusion, it said.

The report also revealed that the recent empirical evidence using household data indicates that the access to basic financial services such as savings, payments and credit can make a substantial difference in the poor people’s lives.

For firms, especially SMEs, the lack of access to finance is often the main obstacle to growth, the report added.
Low-priced cotton, yarn export hurts local industry (The News 13-02-2011)
KARACHI: Pakistan Hosiery Manufacturers and Exporters Association (PHMEA) has accused local traders of exporting cotton and cotton yarn at lower than international prices, which it says hurts local industry. 

“We exported cotton yarn at $1.58 per pound and cotton at $1.14 per pound, while the price of cotton jumped to $1.92 per pound in the international market,” said Saleem Parekh, central chairman of PHMA in a letter to the President Asif Ali Zardari on Saturday. 

The letter was written after President Zardari had assured All Pakistan Textile Mills Association (APTMA) that no restrictions would be imposed on cotton and cotton yarn export this year. 

The National Assembly’s Standing Committee on Textile has asked authorities to allow export of cotton and cotton yarn in case they were surplus. 

Parekh said that India was creating non-tariff barriers in export of cotton and cotton yarn to protect its value-added textile sector, although India’s textile exports were only 12 percent of its total exports. 

Pakistan’s textile export is 57 percent of its total export, but authorities are not willing to regulate export of cotton and cotton yarn, he said. 

If local traders do not export cotton yarn and instead provide it to the value-added textile sector, much higher foreign exchange could be earned, he said. “Garment manufacturers could have earned up to six dollars per pound of cotton after value addition against $1.58 per pound the cotton yarn export has yielded.” Value-added textile export constitutes 82 percent of total textile export.
FBR issues SRO for computing CGT (B Recorder 13-02-2011)
ISLAMABAD  (February 13, 2011) : Every investor, other than individual investors of stock exchanges, shall e-file statement of advance tax on capital gain within seven days after the end of each quarter.

According to SRO 112(1)/2011, issued here on Saturday by the Federal Board of Revenue (FBR) on computation of capital gain on disposal of securities, every investor shall calculate tax on capital gain arising on securities held for a period up to six months, and above six months to one year, after the end of each tax year at the prescribed rates.

Every investor, other than individual investor, shall e-file statement of advance tax on capital gain on the prescribed format within seven days after the end of each quarter with the tax authority having jurisdiction in the case.

The capital gains tax (CGT) rules said that the liability to pay the due tax on capital gain shall lie on the investor who held the securities during the period for which tax on capital gain is to be paid and, in case of any 'benami' accounts, on the investor who de facto owns the securities carried in such accounts.

Every investor shall maintain accounts and records separately for each of his brokerage accounts regarding his securities' business which should sufficiently enable verification of the discharge of his obligations under these rules. Without prejudice to the generality of the foregoing provision, every investor shall maintain in particular the following accounts and records: Fortnightly ledger statements of the investor's brokerage account or each brokerage account if there are more than one account whether in the investor's own name or any benami accounts, generated by his broker; fortnightly CDC statements of the investor's CDC sub account or each CDC sub-account corresponding to each brokerage account, if there are more than one brokerage account whether held in the investor's own name or any benami accounts; record of security holdings and their value carried in the investor's brokerage account as on 30th June of each year; record of cash carried in the investor's brokerage account as on 30th June of each year; record of funds deposited in the investor's brokerage account; and record of funds withdrawn from the investor's brokerage account.

About the holding period, the rules said that the securities held for a period up to a maximum of one eighty-two days and for a period up to a maximum of 365 days shall be taken as held for six months and one year respectively. In case of short positions, holding period shall be the period intervening between the date when a security is sold short and the date when the security is purchased to cover the short position.

In case of futures contracts, holding period shall be the period intervening between the date of entry into a futures contract and the date of exit from such contract.

The rules said that the capital gain or loss arising on the disposal of any security shall be computed on the basis of First In First Out (FIFO) inventory accounting method. Capital loss arising on disposal of securities in any tax year shall be set off against capital gain arising from the disposal of securities during that tax year to determine the taxable capital gain arising from the disposal of securities. (3) Capital loss arising on disposal of securities in any tax year shall not be carried to a subsequent tax year.
Wash Sales', 'Cross Trades' and 'Tax Swap Sales' defined (B Recorder 13-02-2011)
ISLAMABAD  (February 13, 2011) : The Federal Board of Revenue has defined 'Wash Sales', 'Cross Trades' and 'Tax Swap Sales' under the Income Tax Rules issued for the computation of capital gains on disposal of securities at the stock exchanges. According to the S.R.O.112(1)/2011 issued here on Saturday, the FBR has introduced a rule 13F on the 'capital loss adjustment disallowed in certain cases' in the Income Tax Rules.

The capital loss adjustment as provided in rules 13D and 13E shall not be admissible in the following cases:

Wash sales: Where capital loss realised on disposal of a specific security by an investor is preceded or followed in one month's period by purchase of the same security by the same investor, thus maintaining his portfolio.

Explanation: Wash sale is sale of a security at loss and repurchase of the same soon before or afterwards the sale so as to realise an unrealised loss to make it claimable as a set off against capital gain. The security sold in a wash sale is repurchased with the aim to re-acquiring it at or near its sale value in order to maintain the risk return profile of portfolio.

Cross Trades: Where co-ordinated reshuffle of securities between two related accounts of the same investor, between two related accounts of the related investors, between two membership cards of the same broker or between two related brokerage houses is undertaken and securities accumulating unrealised losses are sold to related accounts to artificially realise capital losses in one account without actually selling the securities to an outsider and the artificial losses so realised in an account are then used to minimise capital gain tax liability on the capital gain realised in the same account.

Tax Swap Sales: Where the investor having realised loss (as in the case of a wash sale) on a particular security does not repurchase the same security but chooses another similar security in the same sector thus not only minimising or eliminating altogether liability on account of tax on capital gain, but also maintaining the portfolio broadly at the same risk return profile, the Income Tax Rules added.
Bringing 0.7 million persons into tax net FBR to set up specialised monitoring unit 

(B Recorder 13-02-2011)

ISLAMABAD  (February 13, 2011) : The Federal Board of Revenue (FBR) has decided to establish a specialised monitoring unit at the office of Directorate General of Strategic Planning and Statistics (SP&S) for bringing 0.7 million most rich people into the tax net with the help of National and Database Registration Authority (Nadra).

Sources told Business Recorder here on Saturday that Director General, SP&S, would establish the monitoring unit for effective utilisation of potential taxpayers' data through collaboration of Nadra and Large Taxpayer Units (LTUs) and Regional Tax Offices (RTOs). The monitoring unit would have the mandate to act as a central place in the FBR to co-ordinate with Nadra to expand the tax base.

When contacted, sources said that a joint team of FBR and Nadra officials may be constituted to explore possibilities for effective utilisation of data. The FBR will give priority to data which will enable the tax authorities to know about the expenses, expenditures and investments made by the rich people.

The FBR will seek all kinds of information about residential and commercial locations of potential persons. The data would also include information about assets, property and other transactions where computerised national identity card (CNICs) has been used by Pakistani nationals. The FBR will also take help of data compiled by the FBR for last many years for broadening the tax base, sources added.

The Nadra is expected to provide information about persons living in posh areas and owners of expensive properties to FBR. According to estimates, over 0.7 million potential persons could be brought into tax net with the help of Nadra.

In the past, the FBR had devised different database for broadening the tax-base. During the tenure of an ex-FBR member Income Tax Vakeel Ahmed Khan, a system known as Trekker was established at Lahore, and the system could detect and profile all motorcar owners and subscribers of cell and landline phones and commercial electricity, even land sale and purchase, to find out whether tax returns had been filed, or, whether the sales and purchases of billings were reflected in the returns. The system was closed in the past. Later, the Board had devised a new version of 'National Integrated Tax Information Trekker' know as "Nexus", which was required to be used for exchange of information on taxpayers registered sales tax, income tax and customs departments. The "Nexus" had several features including exchange of information among different tax agencies. It also contained updated information from various internal/external sources including National Tax Numbers (NTN), motor registration authority, tax return data, utility agencies, tax payment receipts, PTCL/mobile phone data and survey data.
