REFLECTIONS 
 
VICTORY STEMS FROM 
FIRM RESOLUTION FROM 
DECISIVENESS AND 
DECISIVENESS BY KEEPING 
ONE’S PLANS SECRET.
(HAZRAT ALI R.A)
 
1. Conversion Rates 
(Dawn 24-08-2010)
KARACHI: The following are August 24, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.

US dollar Rs 85.6272
Japanese yen Rs 1.0029
Pound sterling Rs 132.9791
Euro Rs 108.6610

LIBOR

The following is Libor rate for calculating interest on special US dollar bonds for August 23.
Libor

For 6 months 0.55%
 
2. Europe, Mediterranean, Gulf, Far East Routes Indian Shipping Line To Begin Operations From Pakistan  
(Business Recorder 24-08-2010)
KARACHI (August 24 2010): For the first time in the history of Indo-Pak relations the Indian national flag carrier would start container shipping services from Pakistan from next month. The Shipping Corporation of India (SCI) has added Pakistan to its global network and would be commencing its container services from the neighbouring country to regions like Europe, Mediterranean, Gulf, Far East and India.

"SCI would be starting services from next month (September 2010)... to cater to the Indian and Gulf markets directly and to the ISE IMED and Indfex services via Mundra," industry sources told Business Recorder on Monday. In this regard, they said, a formal agreement was signed on May 29 (2010) between SCI and General Maritime Private Limited (GMPL) under which the letter was announced as local shipping agent of the India's largest shipping line.

According to sources, SCI services would originate from Karachi and would cater all major inland locations of the country. The Indian national flag carrier would be providing services on the routes like Indian Subcontinent Europe Service (ISL Service), India Mediterranean Service (I MED Service), SCI Middle East India Liner Express Service (SMILE Service), INDEX-1 and INDFEX-2 Services.

SCI has started cargo booking from Pakistan. Upbeat over the maiden 'main liner trade' between the two South Asian countries, shipping experts believe that the entry of a public sector Indian shipping line on regular basis in Pakistani markets would augur well for the local trade. The experts said this could be possible only because of the Shipping Protocol signed by the nuclear-armed neighbours in December 2006.

"The Protocol created an enabling environment that led to liberalisation between maritime industries on two sides of the border," they added. About the advantages, the experts said competition would further toughen that would impact freight rates positively. The cost of imports and exports would come down besides a reduced transit time, they said.
 
3. Expeditors Refund System Exporters Not Claiming Refund Due To Misconceptions  
(Business Recorder 24-08-2010)
ISLAMABAD (August 24 2010): The manufacturers-cum-exporters are reluctant to file sales tax refund claims electronically under the Expeditors Refund System (ERS) on the misconception that the taxpayers have to first clear pending claims before using ERS for tax period of July 2010.

Sources told Business Recorder here on Monday that on an average 3,000 to 3,500 registered exporters are monthly filing refund claims under the manual system where Sales Tax Automated Refund Repository computer system' (Starr) verifies the claims' data. Out of these 3,500 refund claimants, around 300 to 350 registered manufacturers-cum-exporters of Lahore have tested the new system.

The exporters' community is reluctant to file claims under the ERS due to some misconceptions about the new system and applicability of rules and procedures. According to sources, there is a perception among the business and trade that registered taxpayers have to first manually file claims pertaining to past tax periods. After clearance of pending claims of past tax period, the taxpayers might become eligible for using ERS for claiming refund claims for July tax period. This is a totally misconception among the people that ERS cannot be utilised till past claims have been cleared by the registered exporter.

In case of Expeditors Refund System, exporters would not be required to wait for clearance of claims for the past tax periods. Therefore, manufacturers-cum-exporters can directly file the claims without finalising past claims. There is no condition that the previous claims should be filed, sanctioned to decided for using the facility of the ERS.

Sources said that the testing of the system at Lahore has shown some interesting results. In Lahore, most of the exporters were not aware of the new system of ERS till the FBR had started awareness campaign on national level. There was a wrong impression among the manufactures-cum-exporters that they have to clear the past claims through the manual system before using the ERS for obtaining refund electronically. Some manufacturers-cum-exporters had raised a technical objection in the 'Expeditious Refund System' whereby provision of Mate Receipt (MR) is not available in the system, resulting in delay in processing sales tax refunds under the electronic system. Exporters had raised another issue that the system is not fully sanctioning the refund claims and amount has been sanctioned to the extent of verification of the invoices. In other cases, exporters were of the view that past claims which were manually filed have yet not been issued by the system. The issue of 'carry forward' was also raised and exporters observed that claims have not been processed due to issue of 'carry forward' under the electronic system.

The FBR had given an option to all registered persons including manufacturer-cum-exporters and commercial exporters to electronically file refund claim through the FBR Web-Portal. Previously, facility for obtaining sales tax refund under the Expeditious Refund System was only available to the manufacturers-cum-exporters. Now, the FBR has allowed all categories of registered persons to electronically file refund claims.
 
4. Mof Intends To Introduce Rs.10 And Rs.20 Coins 
(Business Recorder 24-08-2010)
ISLAMABAD (August 24 2010): Ministry of Finance intends to introduce coins of Rs 10 and Rs 20 as the cost of banknotes is higher than coins, well-informed sources told Business Recorder. Giving the background, the sources said, Finance Division proposed replacement of one, two and five rupee notes by one, two and five rupee coins. The cabinet, in its meeting on January 27, 1997 approved the proposal of the Finance Division.

Subsequently, Finance Division submitted a summary to the cabinet to change the metallic composition of Re 1, Rs 2 and Rs 5 coins. However, the cabinet in its meeting on January 17, 2007, had decided to restore Rs 5 banknotes. Thus, now coins of Re 1 and Rs 2 denominations only are being minted/produced by Pakistan Mint. Coins of Rs 5 are also in circulation.

According to an analysis conducted by Pakistan Security Printing Corporation (PSPC), although the growth of financial instruments is resulting in a rise in cashless payments, yet even in the developed countries the importance of cash cannot be underestimated. Worldwide cash still accounts for over 90 percent of all payments.

According to 80/20 rule, money volumes of 80 percent are usually coins but they cover only 20 percent of the money value whereas 20 percent of the volumes are notes, covering 80 percent of the value in circulation. The difference between face value and metallic cost is earned as revenue by Government of Pakistan (GoP) on minting of coins. Coins can be recycled, notes cannot be recycled. Pakistan Mint has the capacity to mint 400 million pieces per annum but presently it has an average demand of only 154 million coins per annum.

In Saarc countries different denomination of coins are in circulation such as in India-5, Bangladesh-7, Sri Lanka-9, Nepal-9, in Malaysia-5, Indonesia-6, China-6, S.Korea-5, Japan-6, Hong Kong-7, Saudi Arabia-5, Turkey-5 and Iran-4.

According to Pakistan Mint's analysis, the present cost of Rs 5 coin is Rs 2.27 and its life is 30 years, whereas present cost of Rs 5 note is Rs 1.28 and its life is 6-12 months, thus printing of Rs 5 note is quite expensive for the national exchequer as compared to minting of Rs 5 coin.

This implies that annual cost of Rs 5 banknote is Rs 1.27 and annual cost of Rs 5 coin is Rs 0.07, thus with the introduction of coins (GoP) will save Rs 1 20 per Rs 5 coin and GoP will get revenue of Rs 2.73 per Rs 5 coin. The whole matter has been reviewed in consultation with the SBP and Pakistan Mint. The conclusion reached is that, in the first phase, Rs 5 banknote may be replaced with Rs 5 coin. If reintroduction of Rs 5 coin finds acceptability with the general public, then introduction of Rs 10 and Rs 20 coins will be considered.

The sources said, Finance Ministry has proposed printing of currency notes of Rs 5 be discontinued and only Rs 5 coins be allowed to be circulated as legal tender for the public. If this option is approved, note of Rs 5 will be withdrawn in following phases: (i) issuance of Rs 5 banknote from SBP BSC Field Offices will be discontinued from January 1, 2011; (ii) issuance of Rs 5 banknote from commercial Banks will be discontinued from July 1, 2011; and (iii) Rs 5 banknotes from public will be accepted upto December 31, 2011 and the banknotes will cease to be Legal Tender from January, 2012. Status quo must be maintained ie along with Rs 5 coin, currency notes of Rs 5 may also remain in circulation. Under this option minting of coin will continue as and when required.
 
5. Rs Two Per Litre Increase In Oil Prices Likely 
(Business Recorder 24-08-2010)
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