REFLECTIONS 
 
“THE MOST INCAPABLE
OF PEOPLE IS HE WHO 
IS UNABLE TO ACQUIRE
FRIENDS AND MORE 
INCAPABLE STILL IS HE
WHO LOSES THE FRIENDS? 
HE HAS ALREADY ACQUIRED”
 
(HAZRAT ALI R.A) 
 
 
 
1. China Pakistan Seen Major Buyers of Indian Cotton 
(Dawn 18-08-2010)
 
2. Conversion Rates 
KARACHI: The following are August 18, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.

US dollar Rs 85.6492
Japanese yen Rs 1.0043
Pound sterling Rs 134.2637
Euro Rs 110.4875

LIBOR

The following is Libor rate for calculating interest on special US dollar bonds for August 17.
(Dawn 18-08-2010)
 
3. Impact of Floods on Exports MoC Yet To Start Assessment
MUSHTAQ GHUMMAN 

ISLAMABAD (August 18 2010): The Commerce Ministry is yet to start assessment of floods' impact on exports, which showed around 23 percent growth in July 2010. The Ministry is holding internal meetings to finalise the presentation on Trade Policy 2010-11 to be given to Prime Minister Yousaf Raza Gilani, probably next week.

"All we know is that the flash-floods have caused wide spread damage to the crops, wheat stocks, livestock and communication system besides export industry in some parts of the country. It is understood that floods will impact exports, but it is too early to tell the exact hit," sources said. They said that all agencies of the government, World Bank and Asian Development (ADB) are engaged in assessing the damage and, as soon as the report is finalised, the government would release the damage figures.

Analysts believe that textile-related exports would suffer a major setback as thousands of acres of cotton have been destroyed in southern Punjab and Sindh. According to the Minister for Textiles, 30-40 percent cotton crop has been damaged due to floods, which would imply cotton production of around 9 million bales instead of 12-13 million bales estimated earlier.

"If the government does not make alternative arrangements to meet the cotton deficit, it will hit the whole textile chain, as well as employment besides the hit on foreign exchange earnings," said Bilal Mulla, a former chairman of Pakistan Readymade Garments and Exporters Association (Prgmea). On the other hand, the government would have to import excessively for rehabilitation of the affected areas.

(Business Recorder 18-08-2010)
 
4. New Income Tax Return Form FBR May Delete Columns Pertaining To Personal Expenses 
RECORDER REPORT 

ISLAMABAD (August 18 2010): The Federal Board of Revenue (FBR) is expected to delete columns/Annexures of new income tax returns pertaining to personal expenditure and assets details of 'individuals', including salaried/business class, as the FBR has no legal authority to seek details of expenditure through income tax returns.

Sources told Business Recorder here on Tuesday that the FBR is not legally empowered to seek details of expenditure through the income tax return under the Income Tax Ordinance 2001. The board would delete column 37 (personal expenditure) and columns 36/35 (cost of assets) on the proposed income tax returns. The board has issued draft of the new income tax returns for the Association of Persons (AOPs) and individuals for the Tax Year 2010 to obtain maximum information about the business transactions and expenditure made by them. The board has also sought details of the personal expenditure through the new income tax returns. 

Sources said that the details of expenditure cannot be made part of the tax return because section 116 of the Ordinance 2001 already empower the commissioners to seek details of personal expenditure and person's total assets and liabilities. The income tax return only talks about income, but it has nothing to do with the 'expenditure'. This is for the first time that the FBR had proposed to collect data of personal expenditure through return of income. Instead of encouraging voluntary compliance, the measure to collect information relating to personal expenditure from everyone would not do any good.

The commissioner can select any case for audit, obtaining information relating to the personal expenditure of an individual/AOP, but it cannot be made part of the return. Secondly, individuals and AOPs having annual income of Rs 500,000 have to submit wealth statement and wealth reconciliation statement along with the return of income. In the presence of section 116 of the Ordinance, there is no relevance to introduce a new Annex in the income tax return for collecting information about the personal expenditure.

Following deletion of new Annex-D (details of personal expenditure) from the proposed income tax return, the individuals including partners of firms, individual businessmen, and salaried individuals would not be bound to submit information about their personal expenditure ie electricity/gas consumption, telephone/mobile/ internet bill, house rent, education of children/spouse/self, local/foreign travelling and membership of clubs, other personal and household expenses including fuel of motor vehicles, repair/maintenance of vehicle/house, personal driver/servants, etc.

According to sources, the FBR has also made it compulsory for the AOPs/individuals to submit cost of assets purchased as well as sold during a tax period under the proposed return. The FBR would delete columns 35 and 36 of the income tax return pertaining to cost of assets purchased/sold during a Tax Period. The cost of assets purchased/sold could not be made part of the income tax return. The collection of such kind of information would only discourage taxpayers to come into the tax net.

The question arises that if the FBR is now planning to delete columns and Annex relating personal expenditure/cost of assets from the new returns, why the board had introduced such columns/Annex with no legal backing in the first place? It is important to mention that the FBR has also not issued the relevant Statutory Regulatory Order (SRO) required for obtaining comments of the stakeholders on the new return form. This would also create legal complications for the tax authorities as the return might be challenged in courts, sources added.

(Business Recorder 18-08-2010)
 
5. New Indian Cotton Policy May Benefit Pakistan 
MUMBAI (August 18 2010): India has allowed cotton exports without mandatory licences, but the registration process will be required, a government notification said on Tuesday. The notification said the above will come into effect from October 1, 2010, when the cotton year begins. India halted export registration on April 19 and allowed exports under licence on May 21 to rein in prices.

"It's true and we were expecting this to happen as our output this year looks comfortable," said a senior official in the textile ministry, who did not want to be identified. India is likely to produce 31-33 million bales of the fibre in 2010/11 up from 29.5 million bales in 2009/10.

Free exports will benefit flood ravaged Pakistan, which lost a large crop that fuels its export earning textile industry, trade and analysts said. Trade says Pakistan will import about three million bales (of 170 kg each) more of cotton after floods from average import of 1.5-2 million bales. "If it's free now, Pakistan will seek most of its cotton imports from us but China still will be the major buyer," said a senior official with Sekhsaria & Co, a Mumbai-based exporter.

India is the second biggest producer, consumer and exporter of cotton and about 60 percent of the current season shipments went to China, the biggest consumer. India's export in 2009/10 is estimated at 8.3 million bales. "Sentiments will be bullish in the domestic market. Despite higher production, prices will not fall much as we can export without restrictions," said Mehul Agrawal, an analyst with Mumbai-based Sharekhan Commodities. Cotton prices rose about 7 percent in the past week and the most common Shankar-6 variety quoted at 31,700 rupees per candy of 356 kg each, data with Cotton Association of India showed.
(Business Recorder 18-08-2010)
 
6. Reviving Flood Hit Economy Govt to Seek Market Access to US Europe 
LAHORE, Aug 17: Textile Minister Rana Farooq Saeed on Tuesday said the government will seek greater access for its textile exports to USA and Europe to shore up its sliding economy in the wake of the worst floods in the country’s history. 

Speaking to spinners here he said his ministry was initiating the process for seeking 10-year preferential market access from Europe and the US – the two largest importers of Pakistani textiles – in view of the vast economic losses suffered due to floods and the war against terrorism. 

The textile industry has called upon the government to demand greater access for their exports in the US and European markets as the floods had devastated the national economy and displaced more than 15 million people across the country. 

A UN report has raised hopes that the American and European governments would consider giving preferential treatment to textile exports from Pakistan to help it cope with the economic pressures caused by the widespread destruction by flash floods. 

Sri Lankan textile exports were given preferential treatment in the wake of destruction from tsunami to help it revive its economy. 

The business community feels that the only way for sustainable rehabilitation of the affected people is through creation of new jobs, which will not be possible unless the world allowed greater access to Pakistan’s exports. 

It may be noted that Pakistan has unsuccessfully been pursuing the US and European governments for greater market access. 

Rana Farooq assured the Aptma-Punjab chairman Gohar Ejaz that he would pursue his proposal to import two million bales of cotton from the US under the USAID programme to avert heavy losses to the textile industry due to damage caused to the cotton crop in Punjab and Sindh. 

The minister said the textile industry was the only economic sector that could steer the country out of a crisis like the present one. He said the industry was facing multiple problems and assured to resolve them. 

Speaking on the occasion, Gohar Ejaz said the textile industry would do everything in its power to help the government in its rescue and reconstruction efforts in the flood-affected areas. He also announced Rs10 million for the Prime Minister Relief Fund for flood-hit people on behalf of the Aptma.
(Dawn 18-08-2010)
