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1. Reserves Rise To 17.52bn
KARACHI, June 16: Pakistan’s foreign exchange reserves rose to $17.52 billion in the week ending June 11 from $17.16 billion the previous week, a Central Bank official said on Thursday.
Reserves held by the State Bank of Pakistan (SBP) rose to $14.09 billion from $13.72 billion a week ago while those held by commercial banks eased slightly to $3.43bn from $3.44bn, said the SBP’s chief spokesman Syed Wasimuddin.

“There was an inflow of $190 million as flood aid from the United States which helped the rise in reserves,” said Wasimuddin.

Pakistan’s forex reserves have grown steadily thanks to higher export proceeds as well as record inflow of remittances, hitting an
all-time high of $17.95 billion during the week that ended on March 26.

Reserves have since eased slightly on debt repayments. Remittances sent by overseas Pakistanis crossed $10bn for the first time, hitting $10.1 billion in the first 11 months of the 2010-11 fiscal year, an increase of 25.20pc compared with the same period last year, according to SBP data.—Reuters

2.     Conversion Rates
KARACHI: The following are June 17, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.
US dollar               Rs   85.8489
Japanese yen      Rs     1.0634
Pound sterling    Rs 138.3540
Euro                        Rs 121.0641

LIBOR
The following is Libor rate for calculating interest on special US dollar bonds for June  16.

Libor
For 6 months    0.39%
3.     India Hikes Rates To Cool Down Inflation
MUMBAI, June 16: India’s central bank raised its key interest rates on Thursday by a quarter of a percentage point its 10th hike in 16 months in a bid to tame high inflation stuck at “uncomfortable levels.”
Annual inflation accelerated to a higher-than-expected 9.06 per cent in May, from 8.66 per cent the previous month, heaping misery on hundreds of millions of India’s poor and piling pressure on the government.

The move by the central bank to raise the cost of borrowing, which is aimed at cooling the economy, was met with dismay by business leaders who said they feared an impact on investment.

The Associated Chambers of Commerce and Industry of India (Assocham) said the hike would further slow down investments and restrict industrial growth.

“High input prices, rising finance costs and global uncertainties are adding to negative sentiments… and a high interest rate environment will most certainly put brakes on new investments,” said Assocham president Dilip Modi.

The Reserve Bank of India defended its stance, insisting that monetary tightening was required in Asia’s third-largest economy and that inflation, not growth, was the main priority.

“Inflation persists at uncomfortable levels and much above our comfort zone of 5.0 to 6.0 per cent,” RBI governor Duvvuri Subbarao said in a statement released after a meeting in Mumbai.

The RBI raised by 25 basis points its repo rate at which it lends to commercial banks to 7.50 per cent and increased the reverse repo the rate it pays to banks for deposits to 6.50 per cent.

The repo rate is now at its highest since November 2008 and the series of rate hikes is starting to have an impact on economic activity.

India’s economic growth slowed to 7.8 per cent in the three months to March its weakest pace in five quarters while growth in industrial output in April halved compared with the same period last year.

Indian Finance Minister Pranab Mukherjee said the rate hike was expected, adding that keeping prices stable was necessary to
provide the conditions necessary for growth in the medium term.

“The RBI rate hike is as expected… India needs a better price stability to sustain growth,” he told reporters in New Delhi.

Analysts had forecast the increase and they say further hikes are still likely in coming months.

“The RBI has no option but to stay hawkish” as inflation levels are likely to remain elevated for few more months, said Siddhartha Sanyal, chief India economist with Barclays Capital, Barclays expects the RBI to hike rates by 25 basis points again at its next meeting in July.

The surge in inflation, triggered by spiralling food prices, rising global commodity prices and higher fuel costs, has been one of the biggest headaches for India’s government.

Economists say food inflation has now spilled over into the general economy, pushing up wages and other costs.—AFP
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1. Revised Section 153 Of Income Tax Ordinance 2001 Senate 
Recommends Changes
Senate has recommended some legal changes in the revised section 153 of the Income Tax Ordinance 2001 dealing with the deduction of tax on rendering or providing services and execution of contracts etc. In this connection, Senate has recommended to the National Assembly to substitute the sub-section (3) of the proposed section 153 of the Income Tax Ordinance 2001.

In the Finance Bill (2011-2012), the FBR has issued a totally revamped section 153 of the Income Tax Ordinance 2001 pertaining to payments for goods, services and contracts. Senate has recommended changes in the sub-section 3 of section 153 of the Ordinance 2001. According to the Senate recommendation, "sub-section 3 of section 153 shall' be substituted as under:

Sub-section (3) of the proposed section 153 shall be substituted as under: 

"(3) The tax deducted under clauses (a) and (c) of sub-section (1) and under subsection (2) of this section, on the income of a resident person or permanent establishment of a non-resident person, shall be final tax.

Provided that:

a) Tax deducted under clause (a) of sub-section (1) shall be adjustable where payments are received on sale or supply of goods, by;

(i) a company being a manufacturer of such goods; or

(ii) a public company listed on a registered stock exchange in Pakistan;

b) Tax deducted shall be a minimum tax on transactions referred to in clause (b) of sub-section (1); and

Tax deducted under clause (c) of sub-section (1) shall be adjustable' if payments are received by a public company listed on a registered stock exchange in Pakistan, on account of execution of contracts, Senate recommendation added. The Senate recommended the National Assembly that the Government may encourage compliant tax payers by issuing tax compliant cards whereby card holders will be given priority in tax refunds, concession in tax rates quota allocations and speedy processing of cases at appellate forums.

The Senate recommended the National Assembly that Government may introduce FBR privilege cards for compliant tax payers who pay over Rs 5million as Income Tax so that they can get incentives in investments and processing of utility connections. The Senate recommended the National Assembly that incomes from all sources may be brought under the tax net so as to generate revenue for sustainable economic development.

The Senate further recommended the National Assembly that taxation laws may be invoked in Gilgit-Baltistan, FATA and PATA to eliminate discrimination between different parts of the Country, which in turn would broaden the tax base leading to lower tax rates. The Senate recommended the National Assembly that Government may establish good governance, curbs corruption, collects taxes efficiently and plug leakages so as to broaden the tax base.

The Senate further recommended the National Assembly that the Government may plug leakages and corruption in Public Sector enterprises and bring about reforms in FBR, which will accrue additional resources. The Senate recommends to the National Assembly that the Government may prevent the misuse of Afghan Transit Trade, curb smuggling, under invoicing and use railways for regional transportation of goods.

The Senate recommends to the National Assembly that the industrial and agricultural machinery imported or locally manufactured should be exempted from all taxes and duties. The Senate recommends to the National Assembly that one window operation may be started for easy and secured investment opportunities for Overseas Pakistanis. The Senate recommends to the National Assembly that the Government may promote agriculture reforms in order to incentivize small farmers and rural women, encourage co-operative farming and distribute state land among landless peasants.

The Senate recommends to the National Assembly that no supplementary grant involving expenditure over and above the amounts sanctioned in the budget be made without prior approval of the Cabinet and no reduction or re-allocation be made in the approved development budget without the sanction of the National Assembly.

The Senate recommends to the National Assembly that Ministry of Finance may present broad parameters of the Budget in March every year and detailed budget by mid May every year in both Houses of the Parliament for pre-budget discussion. The Senate recommends to the National Assembly that all SROs issued by the government may be placed before both the Houses of Parliament subsequent to issuance of such SROs. The Senate recommends to the National Assembly that mid year budget review may be made mandatory and should be done each year in the month of February in Parliament.

The Senate recommends to the National Assembly that supplementary grants may be approved at the time of mid year budget review. The Senate recommends to the National Assembly that all international loans and economic agreements may be ratified by Parliament.

The Senate recommends to the National Assembly that the State Bank of Pakistan may work out protocol in consultation with the banks to make it obligatory for banks both local and foreign to spend at least 5 percent of their profit for the promotion of educational and health services in country. The Senate recommends to the National Assembly that the State Bank of Pakistan may accelerate its efforts towards, promotion of Islamic banking and finance in the country in order to eliminate Riba as stipulated in Article 38(f) of the-Constitution.
2. Tax Credit For New Industries 'Simplified' Procedure Recommended
Senate has recommended a simplified tax credit procedure for newly established industrial undertakings through proposed amendments in sections 65D and 65E of the Income Tax Ordinance 2001.

In its recommendations, Senate has suggested totally revamped procedure under Ordinance 2001 for giving tax credit to new industrial undertakings and companies with 100 percent equity investment in the purchase and installation of plant and machinery for the purpose of balancing modernisation, replacement, or for expansion of the plant and machinery already installed.

In this regard, Senate has revised the entire proposed sections pertaining to tax credit to undertakings under Ordinance 2001 to further simplify the language of the income tax law. According to Senate recommendation to the National Assembly, after section 65C, the following new sections shall be added, namely: "65D. Tax credit for newly established industrial undertakings:

(1) Where a taxpayer being a company formed for establishing and operating a new industrial undertaking for manufacturing in Pakistan sets up a new industrial undertaking, it shall be 'given a tax credit equal to hundred percent of the tax payable on the taxable income arising from such industrial undertaking for a period of five years beginning from the date of setting up or commencement of commercial production, whichever is later.

(2) Tax credit under this section shall be admissible where (a) The company is incorporated and industrial undertaking is set up between the first day of July, 2011 and 30th day of June, 2016.

(b) Industrial undertaking is managed by a company formed for operating the said industrial undertaking and registered under the Companies Ordinance, 1984 (XLVII of 1984) and having its registered office in Pakistan.

(c) The industrial undertaking is not established by the splitting up or reconstruction or reconstitution of an undertaking already in existence or by transfer of machinery or plant from an industrial undertaking established in Pakistan at any time before 1st July 2011.

(d) The industrial undertaking is set up with hundred percent equity owned by the company.

(3) The amount of credit admissible under this section shall be deducted from the tax payable by the taxpayer in respect of the tax year in which the plant or machinery referred in sub-section (1) is purchased and installed.

(4) Where any credit is allowed under this section and subsequently it is discovered, on the basis of documents or otherwise, by the Commissioner Inland Revenue that any of the conditions specified in' this section, was not fulfilled, the credit originally allowed shall be deemed to have been wrongly allowed and the Commissioner Inland Revenue may, notwithstanding anything contained in this Ordinance, re-compute the tax payable by the taxpayer for the relevant year and the provisions of this Ordinance shall, so far as may be, apply accordingly" 65E Tax credit for industrial undertakings established before the first day of July 2011:-

(1) 'Where a taxpayer being a company invests any amount, with hundred percent equity investment in the purchase and installation of plant and machinery for the purposes of balancing modernisation, replacement, or for expansion of the plant and machinery already installed in an industrial undertaking setup in Pakistan before the first day of July 2011, a tax credit shall be allowed against the tax payable in the manner provided hereinafter, in the same proportion, which exists between the total investment and such equity investment made by the industrial undertaking.

(2)The provisions of sub-section (1) shall apply if the plant and machinery is purchased and installed at any time between the first day of July 2011, and the 30th day of June 2016.

(3)The amount of credit admissible under this section shall be deducted from the tax payable by the taxpayer in respect of the tax year in which the plant or machinery referred in sub-section (1) is purchased and installed and for the subsequent four years.

(4)Where no tax is payable by the taxpayer in respect of the tax year in which such plant or machinery is installed, or where the tax payable is less than the amount of tax credit, the amount of such credit or so much of it as is in excess thereof, shall be carried forward and deducted from the tax payable by the taxpayer in respect of the following tax year.

Provided that no such amount shall be carried forward for more than four tax years. Provided further that deduction made under sub-section (1) and under this sub-section shall, not exceed in aggregate the limit of the tax credit specified in sub-section (1).

(5) Where any credit is allowed under this section and subsequently it is discovered, on the basis of documents or otherwise, by the Commissioner Inland Revenue that any of the conditions specified in this section was not fulfilled, the credit originally allowed shall be deemed to have been wrongly allowed and the Commissioner Inland Revenue may notwithstanding anything contained in this Ordinance, re-compute the tax payable by the taxpayer for the relevant year and the provisions of this Ordinance shall apply accordingly, Senate recommendation added.
3.     No New Ordinance On 15 Percent Income Tax Surcharge Issued Fbr
The Federal Board of Revenue (FBR) has clarified that no new Ordinance on 15% income tax surcharge has been issued. According to a press release issued by the FBR here on Thursday, a news item about the levy of 15% surcharge on every income taxpayer has created an impression that an Ordinance to levy this surcharge has been issued now.

In order to correct the wrong impression created, it is clarified that 15% surcharge on payable income tax for period 15th March 2011 to 30th June 2011 has already been issued and implemented w.e.f. 15th March 2011 and no such Ordinance has been issued thereafter, FBR added.-PR
