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	Agility to be informed before replacing PaCCS
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	our correspondent

	
KARACHI: The Federal Board of Revenue (FBR) has agreed not to shutdown the customs clearance software without informing its owner, Agility, an official of the company said on Saturday.
“The previous day’s decision of the FBR to replace the software at Pakistan International Container Terminal (PICT) was postponed after intervention of the company and other stakeholders,” the official said on the condition of anonymity.
“Now the revenue body has agreed to inform 15 days prior before replacing the clearance system,” the official added.
Agility, a Kuwait-based logistic company, has owned the software used for automated consignment clearance at various terminals in Pakistan.
On Friday, the revenue body issued a notification to immediately replace Pakistan automated Customs Clearance System (PaCCS) of Agility with WeBOC, developed by Pakistan Revenue Automation (Pvt) Limited (PRAL).
The Karachi Customs Agents Association (KCAA) severely criticised the decision and said it would hamper the trading activities and would incur huge losses to the national exchequer.

	Cotton spot rate decline by Rs100
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	our correspondent

	KARACHI: The cotton market witnessed dull trading activity on Saturday, while spot rate further declined by Rs100 per maund amid panic selling by ginners, a dealer said.
The spot rate decreased to Rs4,900 per maund (37.324kg) and Rs5,251 per 40kg, while ex-Karachi spot rate declined to Rs5,030 per maund and Rs5,381 per 40kg after addition of Rs130 as upcountry expenses.
An analyst said that there are no consumers of yarn and lint in the international market, resulting in low prices both at the international and the domestic markets.
“There are no buyers and yarn prices are also going down,” he said. “Prices are likely to further go down next week,” he said.
Ginners are again meeting next week to formalise their strategy, as their strike call did not receive much response from the members, he said.
Pakistan has recorded export registration of 386,797 bales from August 1 to December 7; these include 377,792 bales from the new crop and 9,005 bales from the old one. During this period, 186,945 bales from the new crop and 13,345 bales from the old one were shipped abroad.
The international market was almost unchanged on Friday at the New York cotton market where March contracts remained unchanged at 86.29 cents per pound, while May futures increased by 0.07 cents to 85.93 cents per pound.
Karachi cotton market recorded transactions of around 10,000 bales on Saturday in between Rs4,200 to Rs4,900 per maund.
Khairpur’s 1,000 bales were sold at Rs4,200 to Rs4,400 per maund, 1,000 bales of upper Sindh at Rs4,800, 200 bales of Mian Channu at Rs4,500, 400 bales of Duniapur at Rs4,600 to Rs4,900, 200 bales of Bahawalpur at Rs4,600, 400 bales of Haroonabad at Rs4,650, 200 bales of Uch Sharif and 1,000 bales of Fort Abbas were each sold at Rs4,700 per maund.
Layyah’s 200 bales were sold at Rs4,750, 200 bales of Mamo Kanjan, 400 bales of Mongi Bangla, 200 bales of Gojra and 600 bales of Khanewal were each sold at Rs4,800, 200 bales of Dera Ghazi Khan, 400 bales of Mianwali and 2,600 bales of Rahim Yar Khan were each sold at Rs4,900 per maund.


Treaty on taxation with India urged

Parvaiz Ishfaq Rana | Business | From the Newspaper

Yesterday
KARACHI, Dec 17: The Karachi Tax Bar Association (KTBA) has suggested to the government to sign tax treaty with India before entering into any trade agreement or giving MFN status to it, so that the business community of both the sides could know the tax implications while entering into trade deals with each other.
The tax bar appreciated the opening of trade route through borders and Most Favoured Nation (MFN) status being given to India because it would help increase trade between both the countries.

However, KTBA would prefer that both the countries should first enter into tax treaty so that the business community may get relief from double taxation.

Pakistan is presently having tax treaty with a number of countries and the objective is to remove conflicting tax system and reconcile it so that the income is not subjected to double taxation, stated KTBA president Anwer Kashif Mumtaz.

He further said that the avoidance of double taxation agreement, commonly known ‘double taxation agreement’ is meant to provide a compromise between tax claims of the two concerned governments, both legally and legitimately entitled to tax a particular source of income in their respective territory.

Consequently, Kashif Mumtaz said that once trade agreement with India is finalised, the business volume between both the countries would increase and so would be the incidence of tax and this would hopefully help improve tax-to-GDP ratio, which is very low at 8.5 per cent.

The tax treaty is important and necessary due to the reason that at the time when business activity flourishes, no one cares about documentation and the implication of taxes, but when the same starts shrinking, tax collectors start chasing taxpayers.Sometimes, he said the situation also leads to litigation between tax collectors and taxpayers, and in many cases, taxpayers start avoiding payment of tax to safeguard cash flow.

Signing of trade agreements or giving MNF status are political decisions, but in any case signing of tax treaty between both the countries should supersede these agreements so that respective national exchequers could benefit.

Undoubtedly, he said the trade and industry is divided over giving MFN status to India but in any case when decision is taken, the government should first go for tax treaty with India.

Amjad Rafi, former President, Karachi Chamber of Commerce and Industry (KCCI), told Dawn that Pakistan is already faced with huge unfavourable balance of trade with India and on giving MFN status, the situation could deteriorate.

He apprehended that if the government decides to give MFN status to India without giving necessary safeguards to the local industry, it may result in mass closures and unemployment.

Mr Rafi said that the Indian industry was blessed with up to 80 per cent local raw material, whereas Pakistani industry has to import much of raw material from abroad and at higher costs.

This makes our end products costlier than Indian products and this means that Indian cheap products would flood local market and result in large-scale shutdown of industry.

“If at all it becomes inevitable to give MFN status to India, Pakistan should carefully prepare a negative list by consulting all segments of trade and industry, rather than taking a decision in isolation.”

Banks place 77pc NPLs in ‘loss category’

Shahid Iqbal | Business | From the Newspaper

Yesterday
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KARACHI: The State Bank said that about 77 per cent of the NPLs (non-performing loans) of the banking sector were still classified in the ‘loss category’, bulk of these infected assets carry slim prospects of recovery.
The recently issued Financial Stability Review disclosed that banks during first half of the current fiscal the banks accumulated another Rs31.3 billion in the ‘loss category’ compared to Rs39.8 billion during the same period last year.

“A turnaround in NPLs growth is still out of sight,” said the report.

During H1-CY11, increase in loss category was the most significant compared to all other categories; in fact, NPLs in Doubtful category dropped by Rs7 billion, said the SBP review.

The increase in NPLs during the half year under review was quite widespread, with most of banks witnessing an upsurge in NPLs and only a handful of banks registering a marginal decline.

In particular, the Local Private Banks (LPBs) sustained the most damage, as their NPLs were up by 7.6 per cent (Rs26 billion) during H1-CY11.

Break-up of NPLs in terms of various banking groups reveals that both Public Sector Commercial Banks (PSCBs) and mid-sized LPBs have significantly higher infection ratios than industry averages.

Specifically, infection ratios of 21.5 per cent and 25.6 per cent of PSCBs and mid-sized LPBs respectively suggest increasing level of vulnerabilities of these banks against credit risk.

“If the economic performance continues to be lacklustre, the infected portfolio of PSCBs is likely to surge further,” said the report.

The higher infection ratios of mid-sized LPBs are reflective of their limited choice in attracting quality borrowers. Primarily, it is the larger banks that have better outreach and access to low cost deposits, which allows them to attract more creditworthy though low return borrowers.

Large banks have demonstrated their resilience to the credit risk, whereas smaller banks have proven to be the most vulnerable group.

“The infection ratio of the 5 biggest banks was 12.9 per cent as compared to an infection ratio of 25.6 per cent for the banks ranked from 11-20,” said the SBP report.

Similarly, the infected portfolio of the former group was far better provided for resulting in net infection ratio of only 3 per cent as of June 30, 2011 as compared to 14.2 per cent for the latter group.

“The State Banks said the adverse economic outlook and structural deficiencies in the economy are taking their toll on the debt repayment capacity of the borrowers.

The deterioration in economic indicators as measured by a faltering GDP growth rate has led to a surge in NPLs,” said the SBP.

“Still, the fact that NPLs continue to build up underscores the intractable nature of heightened credit risk.”

Banks have tried to manage higher infections by tightening their credit standards, with significantly restricting their lending to riskier sectors e.g. SMEs and consumer. At the same time, banks have liberally increased their investments in government debt.

“Besides, results of the macro stress tests conducted on banks’ credit exposure of June 2011 suggest the Pakistan’s banking sector remains resilient against major foreseeable shocks,” said the report.
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In view of the increasing street-crimes here, country's financial hub, industrialists have introduced a 'model private security system' for Landhi Industrial Area.

A centralised security system based on inter-company security methods, intelligence sharing, surveys, patrolling by private security staff and closed co-operation with law enforcement agencies has successfully addressed all security concerns in one of the industrial zones.

This was said by Chairman, Landhi Association of Trade and Industry (Lati), Ziad Bashir in a statement, here on Wednesday.

He said that the model security mechanism could be applied in other industrial areas of the city facing security issues despite heavy deployment of Rangers and police.

Through the self financed new security system, Lati has inter-linked all factories and industrial units in the zone while making a centralised office which would be in direct contacts with the security chiefs of all companies for 24 hours.

The central office would be informing the law enforcement agencies including rangers and police about any criminal activities immediately thus ensuring timely action against the criminal, he said.

"The association also organises a weekly meeting of all security chiefs in which the progress of the concerned department, the weekly survey reports, data and next line of action are discussed," the chairman said adding that the final reports of the weekly meetings are later shared with the police and rangers in the scheduled monthly meeting with them.

Under the new security strategy, not only the member company's of the association are kept informed about any mishaps and criminal activity in the industrial area but the law enforcers are also helped to control crimes inside and outside the zone.

The fresh move has also drastically reduced the criminal activities in the area.

It is worth mentioning here that, earlier, there were plenty of reports about gangs of miscreants engaged in holding up of cars at gun point and snatching mobile phones, wallets, laptops and other valuables from the drivers and passengers mostly the staff of various companies.

Besides a number a number of persons were also killed and injured by these criminals in the area.

Ziad also praised the role of Citizens-Police Liaison Committee (CPLC) and its Chief, Ahmed Chinoy, who recently has successfully freed a fellow industrialist who was kidnapped by criminals for ransom.

Though there was a significant control over the criminal activities in the affected area, he said, a closed co-ordination between rangers and police was needed to further improve the security system there.-PR
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Chairman, Pakistan Cotton Fashion Apparel Manufacturers and Exporters Association (PCFAMEA), Dr Shahzad Arshad has urged the government to chalk out a plan for providing gas and electricity to industrial consumers in peak seasons to meet the global shipment deadlines and avoid cancellation of big orders.

He said that Pakistan has bright chances to regain its lost share in textile market if right policies are made by the government.

He said this is a bright chance that, if right policies are made, by government, Pakistan can get its share back, which we have already lost, due to the our negative image, based upon law and order situation.

He urged the government to look into the issue of drastic situation of the value added textile industry of Pakistan, which is suffering a lot due to lack of supply of utilities, which includes electricity and especially gas.

Dr Shahzad Arshad, chairman Pakistan cotton fashion apparel manufacturers and exporters association said that Pakistan is faced with, cancellation of global orders of value-added textile items worth nearly 800 million dollars as a large number of exporters have failed to meet the shipment deadline for Christmas event both in Europe and the US in the wake of four-day gas supply suspension to the manufacturing sector.

"Now, in a bid to retain their international customers, those exporters who have global orders, are compelled to make air shipment to land their consignments on time before Christmas celebrations begin.

Dr Shahzad Arshad said Pakistan being a partner of USA and western world for war against terrorism, has already lost orders and customers, worth billions of us dollars, and a real drastic scenario is going on in the country, in regard to inflation, unemployment, raise in fiscal deficit.

He said due to unavailability of electricity and gas, majority of export oriented units, is either getting cancellation of orders, or they have to air ship the goods to Europe and USA at their own expense, which counts to a huge amount of loss to the exporter, who is already suffering from lots and lots of issues.

Dr Shahzad Arshad, said that the global market is also in panic due to Pakistan's negative production because of the key utility the government has announced to halt every week for four days, just allowing the production to remain for mere two days a week.

"It is total loss for those manufacturers and exporters who had global orders for Christmas celebrations".

He said if the situation continued as it is now; there is a greater possibility that the country would not attain the 10.5 billion dollars annual export mark for the current fiscal year, as a clear decline of 30 percent textile exports has already shaken the economy.

He said the gas shortage in cold season and electricity shortage in hot season to manufacturing sector will drive the production towards complete closure, which is expected to result in decline of foreign exchange and annual revenue collection besides growing the trade deficit significantly.

Dr Shahzad Arshad said that the low textile exports will result in a decline in income tax collection, besides other local levies and taxes and downsizing of workers from factories and the FBR is also unlikely to meet its annual tax target in the present manufacturing decline.

He said due to law and order situation, we have lost our customers, and no potential customer is at the moment willing to visit Pakistan, at this difficult time, it's a humble request to government to support the value added textile industry of Pakistan by negotiating with EU and USA, to get the facility of duty free market access, for Pakistani textile products, further due to floods, we have suffered a heavy loss and again a major quantity of crop specially the cotton has been lost, the floods triggered by heavy monsoon rains in Sindh have caused an estimated loss of seven billion dollars to the agrarian economy of the country as over 2.5 million bales of cotton, two million tons of irri-6 rice, four million tons of sugarcane and many other small crops have been destroyed.

Dr Shahzad Arshad said, in this difficult most situation, when already the inflation is going towards the maximum height, and unemployment is rising day by day, the textile industry is the only industry, which can give boost to the economy of the country, so the government should look into the core issues of textile industry, which mainly includes, water, electricity shortage and rates, gas supply and gas rates, and above all the law and order situation.

He mentioned that that, textile industry of our country contributes to approximately 65 percent of our total exports and contributes to 8.5 percent of GDP, and above all we the second largest exporters of cotton yarn in the whole world, and we are third largest exporters of cotton fabrics in the whole world and we are fourth largest cotton producers in the whole world.-PR
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the Federal Board of Revenue (FBR) is expected to implement the revised sales tax zero-rating regime for five leading export sectors and commercial importers from January 1, 2012.

Sources told Business Recorder here on Saturday that the FBR has drafted a statutory regulatory order (SRO) on revised zero-rated regime to be applicable from January 1, 2012.

Earlier, deadline for implementation of the revised notification was December 15, 2011.

Now, the new notification would be implemented from January 1, 2012 with active consultation of all stakeholders.

The final version of the notification, pertaining to the revamped sales tax zero-rating regime, would cover procedure for submission and encashment of post-dated cheques by the commercial importers.

The revised zero-rated regime would also cover the detailed procedure for payment of sales tax by commercial importers.

It would highlight the procedure for commercial importers to specify conditions for submission of financial guarantees on imports and supply of raw materials and inputs for different sectors.

So far, the Board has proposed imposition of 19 percent sales tax ie 16 percent standard rate of sales tax and 3 percent sales tax on value-addition on the commercial importers engaged in import of raw materials and inputs in the name of five zero-rated sectors, but actually supplied to un-registered persons or manufacturers of non-zero rated sectors.

Under the zero-rated scheme, the current facility of zero-rating shall be available at the time of import as well as for local supply chain, except at the retail stage.

At the time of import, sales tax @ 0 percent shall be charged from registered persons of five zero-rated sectors.

At the time of import no sales tax shall be charged from commercial importers but guarantee (in the form of good for payment cheque or pay order or bank guarantee or cash) shall be required.

The guarantee shall be released on subsequent supply of the imported items to registered persons within the five zero-rated sectors.

An important condition of the notification is that if imported goods are supplied to unregistered persons or to manufacturers of non-zero-rated sectors, then sales tax @ 16 percent along with value-addition tax 3 percent shall be charged on such supplies and this amount of tax shall be deposited in exchequer and thereafter the guarantee shall be released.

According to the draft of the notification, the commercial importer shall submit cheque or bank guarantee or pay order or pay in cash the amount equal to the amount of sales tax at the rate of 16 percent payable at import stage and 3 percent value-addition sales tax.

This 'good for payment' cheque or bank guarantee or pay order or cash would be returned or, as the case may be, refunded after providing evidence of next supply.

In case where the commercial importer sells any imported goods to persons registered in the five sectors within subsequent three months, such supply shall be exempt from sales tax, but the commercial importers shall be required to provide details of each and every invoice in the sales tax return.

On the basis of these details, the 'good for payment' cheque or bank guarantee or pay order or cash furnished shall be returned back or as the case may be refunded.

In case where the commercial importer sells any imported good to unregistered persons or persons registered in non-zero rated sectors (other than five sectors) within subsequent three months, he shall charge and pay sales tax at the rate of 16 percent of the value of such supply and value-addition tax at the rate of 3 percent of the import value at the time of such supply.

This amount shall be deposited on monthly basis along with the sales tax return.

On the basis of furnishing proof of such payment, the 'good for payment' cheque or bank guarantee or pay order or cash shall be released.

The commercial importer shall be required to provide details of each such sale to the unregistered persons or persons registered in non-zero rated sectors in the sales tax return.

The draft notification further said that the goods imported by all other importers (other than registered manufacturers of five sectors and commercial importers) shall be charged at the rate of 16 percent.
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Sale of tickets for Pakistan's first ever business train in the private sector commenced on Saturday while its service would start from January 15 2012.

Pakistan Railways Chairman, Muhammad Arif Azeem booked a ticket from Lahore to Karachi at a specially built modern booking booth at Lahore Railway Station.

Mian Shafqat Ali was also present on the occasion.

Speaking on the occasion, PR chairman said it would be a successful example of public-private partnership.

Railways would provide all possible support to make this project a success.

"International standard facilitates will be provided to the passengers in this train, which will be operated between Lahore and Karachi, said organisers of train service.

According to the agreement, food and catering service for the passengers in the lounges and Business Train would be provided by Four Brothers.

The train would consist of nine business-class air-conditioned coaches, with a journey time of 18 hours.

It is expected that mostly business community would travel through the train.

The PR management expects that the department will earn Rs 1.15 billion per year through this project.

Four Brothers International Private Limited, a private company invested Rs 225.786 million to bring substantive changes to value adding in passenger services.

Besides the booking booth, the company has built a special passenger Lounge at the city's main station, which was inaugurated by the General Manager (Operations) Saeed Akhtar recently.

Cotton prices ease further by Rs500

Our Staff Reporter | Business | From the Newspaper

Yesterday
KARACHI, Dec 17: Cotton market closed the weekend session on a bearish note as prices eased further by Rs300 to 500 per maund followed by active selling by ginners.
But unlike the previous sessions, physical business was on the lower side and amounted to about 10,000 bales, mostly from the Punjab ginneries as compared to a daily average of 25,000 bales earlier in the week.

Floor brokers attributed the sharp decline in mills ready off-take partly to absence of leading spinners who kept to the sidelines anticipating fresh fall in prices and partly to holding back of stocks by ginners.

After having bought phutti at much higher rates, it is pretty difficult to sell lint stocks at falling prices, some leading ginners said.

Some of them tried to hold the price line linked to their parity levels after holding back unsold stocks, they said.

But the developing situation, both on the local and foreign markets, indicates that further pruning may be around during the next couple of weeks, some analysts predict.

The idea of a higher crop may not be the single bearish factor behind the creeping price decline, they said and added the weakness of the New York cotton futures for the last couple of weeks may the another destabilising factor behind the persistent fall.That is perhaps why both growers and ginners are awaiting the early advent of the Trading Corporation of
Pakistan (TCP) as a second buyer, although mills may not be happy over it in a free cotton trade, some others said.

New York cotton futures on Friday showed resistance to further fall and while the ruling March was held unchanged at 86.29 cents per lb, forward May rose fractionally by 0.07
cents at 85.93.

Official spot rates fell further by Rs100 to 4,900 but in the ready section, some of the deals were done as lower as Rs4,500 per maund for the central Punjab lint.

The following are some of the notable deals reported by the Karachi Brokers’ Forum on Saturday:
SINDH TYPE: 1,000 bales, Khairpur at Rs4,200 to 4,400 and 1,000 bales, upper Sindh at 4,800.

PUNJAB VARIETY: 200 bales, Mian Channu at Rs4,500, 400 bales, Dunyiapur at 4,600 to 4,900, 200 bales, Bahawalpur at 4,600, 400 bales, Haroonabad at 4,650, 200 bales, Uch Sharif and 1,000 bales Fort Abbas at 4,700, 200 bales, Layyah at 4,750, 200 bales, each 400 and 600 bales, Mamo Kanjan, Gojra, Mongi Bungalow and Khanewal at 4,800, 200, 400 and 2,600 bales, DG Khan, Mianwali and Rahimyar Khan at 4,900.

