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1. Rupee-Gains-2pc-Against-Dollar
KARACHI, May 23: The US dollar, which briefly touched record level against the rupee in the inter-bank market on Monday, fell sharply after action was taken against speculators, said currency dealers.
The rupee bounced back strongly against the US dollar as it gained around two per cent or Rs1.50 in just one day.

The currency dealers said speculative forces pumped uncertainty in the market and pushed the dollar at an unrealistic level despite country`s strong hold on the external front.

They said demand in the market suddenly fell after US dollar touched record peak of Rs86.48.

“I believe most of the large payments were already made and the demand for dollar fell sharply which cut prices by 78 paisa in just one-go,” said Atif Ahmed, a currency dealer and expert on currency movement.

The dollar closed at Rs85.70 while most of the time it was traded in the range of Rs85.80-85.

Dealers said the State Bank also intervened to support the local currency.

“But real impact emerged when the market filled with reports that some speculators were chased to curb speculation in currency trading,” said Atif.

The speculators found an attractive venue to invest money when the US dollar started gaining weight after the Abbottabad incident on May 2.

In this incident Osama Bin Laden was killed, Pakistan-US relations soured and speculations filled the air that Pakistan`s exports and inflows from US would no more be available.

This situation increased the dollar demand while speculators accelerated the process and rupee started falling with high speed.

Currency dealers said after identification of speculative forces the local currency bounced back while they hope that rupee would gain in the coming days.

“The biggest cut in one day was witnessed in the open market as dollar, which was traded around Rs88 on Friday and Saturday, fell to Rs86.60,” said Anwar Jamal, an open market currency dealer.

The gain of Rs1.40 in single day means a big loss to speculators and those who got panic and started buying US currency.

However, currency experts said stability in exchange rate still depends on country`s better relation with US, higher remittances and exports.

2. Conversion-Rates
KARACHI: The following are May 24, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.
US dollar              Rs   85.8593
Japanese yen      Rs     1.0503
Pound sterling    Rs 138.4910
Euro                        Rs 120.2030

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

Libor
For 6 months    0.40%
3. 30pc-Gst-Likely-On-Commercial-Industrial-Power
4. ISLAMABAD: The government is considering a proposal to increase the rate of general sales tax from 17 to 30 per cent for industrial and commercial users of electricity in the next budget to raise additional revenue.
5. Economic experts are of the opinion that the move will boost inflation because industries will pass on the increase to consumers. It will also increase the cost of production and may lead to closure of some industrial units and more joblessness. Finance ministry and tax officials who have proposed the GST increase estimate that it will yield an additional revenue of about Rs25 billion.

6. At present the FBR collects about Rs20 billion from GST on industrial and commercial users of electricity.

7. An official told Dawn that the International Monetary Fund had expressed concern over the government move at a recent meeting in Dubai. “IMF officials informed the Pakistani delegation that the proposed increase in the GST rate for industrial and commercial users of electricity would be inflationary and would have more political cost,” the official said, adding that it would be a difficult decision for the government.

8. He said the proposal, if approved by the federal cabinet, would affect 4.3 million industrial and commercial units whose production had already declined over the past few years because of power outages. The large-scale manufacturing sector has also been witnessing a negative growth for a few years.

9. But a senior FBR official said the move would help to get non-registered industries and commercial importers registered with the sales tax department. Already registered industries and commercial importers were getting adjustment of their tax, he added.

10. But some analysts are of the opinion that the registered industrial and commercial units will bear the brunt of the decision because the registered taxpayers will have to pay for those who were not registered.

11. The analysts suggested two slabs — a lower GST rate for the registered users and a higher rate for the unregistered ones.

12. The proposed GST rate increase, according to tax officials, will make it unavoidable for the industries and commercial importers to get themselves registered with the department for claiming adjustment of 30 per cent GST. “Those who don`t want to be registered will compromise on their revenue,” they added.

13. Meanwhile, an amount of Rs15 billion has been collected from industrial and commercial users of electricity under the head of withholding tax. They pay 10 per cent withholding tax on their bill and the government is considering to slightly increase the tax in the next budget.

14. There is a huge potential for revenue in these two sectors because 27 per cent of electricity is consumed by industrial units and seven or eight per cent by commercial users. Only one per cent of the two sectors is reported to be registered with the sales tax department.

THE NEWS
1.      Economic Survey 2010-11 to mislead with inflated figures
2.      Saarc Chamber’s report on investment
KARACHI: The SAARC Chamber of Commerce and Industry has urged the South Asian countries, particularly India and Pakistan to set aside political issues and introduce free trade policy to bring prosperity in the region.
“The World is passing through the era of globalisation, the South Asian countries, in general, and India and Pakistan, in particular, should set aside their critical political issues and start taking concrete steps to introduce free trade policy in the region to bring prosperity to their respective communities,” said a report on investment released by the SAARC Chamber on Monday.
The most important issue in the economic integration of South Asian countries relates to geo-political relations between India and Pakistan, which are the two largest countries of the region, it said.
The report analysed the possibility and consequences of economic integration and cross-border investment among the South Asian countries without considering the politico-strategic questions.
As a reference from the history of the region the report cited a few independent instances of economic cooperation, which did take place between India and Pakistan even in the presence of geo-political tensions.
Since 1947 to mid-60s, the mobility of capital and labour were not restricted between the two countries. Several business entities and funds have been transferred across the borders.
“This free movement of capital did not create any problem and provided facilitation in flourishing business empires across the borders,” it added.
The process of migration between the countries was not completed in months, it was not stopped till 1953 and even after that it was not stopped. The creation of Bangladesh in 1971 further contributed towards the inflow and outflow of investment in Pakistan and Bangladesh, it said.
In terms of economic cooperation, Indian demand for granting most favoured nation (MFN) status by Pakistan is still pending. India regards this non-reciprocity by Pakistan as one of the major reasons for not signing bilateral investment treaty between the two major players of South Asia, it said.
On the other hand, the economic integration of the European Union (EU) and NAFTA provides enough encouragement for the South Asian countries to initiate the process towards integrating economies through greater political will and resolution of problems.
“If the European countries such as France, Germany and The Netherlands can bury their centuries-old rivalry and transform enmity into economic prosperity of their community and countries can maintain economic integration after partition such as the United States of America and Canada, the South Asian countries, particularly India and Pakistan, can also follow these examples,” the report suggested.
The model for economic integration of the EU through resolution of political issue has seen the greater success and more effective mechanism to give immediate boost to the economic integration process.
“Thus, greater political will shall be required to gain maximum benefits as far as the promotion of intra-SAARC trade and investment is concerned,” the report added.

3.      Labour trouble
Are the commercial organisations free to reform, restructure and reinvent themselves in Pakistan? Are they allowed go for cost-saving measures and improve efficiency? Do they have a right to hire the best possible human resource, get rid of non-performers, cut losses and make profits?
These are some basic policy questions on which the ruling coalition needs clarity of thought, which appears to be missing at present. Even a cursory look reveals how this policy confusion is damaging the country. Overstaffing, nepotism, corruption and mismanagement — long being the hallmark of most public sector entities — remain the biggest source of financial hemorrhaging for the national exchequer. The top eight public sector organisations alone incur annual losses of more than 250 billion rupees, an amount higher than Pakistan’s development budget.
The government has failed to reform and restructure these institutions, simply because it remains hostage to various interest groups and flawed perceptions about popular politics. Some senior Pakistan Peoples’ Party (PPP) leaders, caught in the time-bubble of the ’60s and ’70s, see privatisation as a betrayal to their party’s founding ideology. But they fail to recognise the fact that this ideology died long ago when Benazir Bhutto, in line with the changing times, abandoned the mantra of nationalisation and dropped her father Zulfikar Ali Bhutto’s socialist rhetoric in favour of pragmatic economic policies, incorporating privatisation and market-oriented reforms. However, even during her times, there remained a contradiction between the actual policy and the party’s public rhetoric that was often followed by controversial actions such as providing jobs to loyalists in already overstaffed public sector institutions.
This contradiction of policy and action seeps through even while managing affairs of the private-run companies. The labour trouble at the Karachi Electric Supply Company (KESC) is a case in point, where the government has been barring its management from going for the planned restructuring for months now.
On paper, the government wants to attract foreign investment, which has taken a blow because of terrorism and the country’s political instability. It runs a full-fledged privatisation ministry. There is a government-run Board of Investment, which seeks to bring and facilitate foreign and local investors. Finance Minister Dr Abdul Hafeez Shaikh was the moving spirit behind the country’s most successful privatisation programme under the former military-led government of Pervez Musharraf.
Yet, this government fails to protect those investors, such as KESC, which had already invested more than 600 million dollars over the last two years and brought some improvement in the city’s rickety old power generation and distribution systems.
Back in January, the ruling coalition forced the KESC management to withdraw its decision to sack more than 4,000 non-core employees, who were being given a voluntary separation scheme. The scheme ensured that each employee receives more than 1.4 million rupees on an average on leaving the organisation. A decent package, but political party-backed trade unions blocked the scheme.
The KESC, even then, made it clear that it was being forced to accommodate these employees under duress as it had already outsourced the non-core functions, including bill distribution, security and transport. The government, however, slept over the issue. In fact, some politicians openly supported their respective trade unions, encouraging workers to go for an all-out confrontation with the management.
The result: the trade union decided to jack up stakes when the management decided to bar non-core employees from overtime and withdrew their job specific allowances. The decision made sense because jobs of the non-core employees had already been outsourced at a fraction of the cost incurred on these regular employees, many of whom claimed up to eight hours overtime a day, but barely worked for more than two to three hours.
According to a senior KESC official, the cost of outsource functions remains 250,000 rupees less than the total amount spent just on non-core employees’ overtime and job specific allowances. Once the KESC implements its restructuring plan and reduces the number of employees to around 13,000 from the current 17,000, it will make net savings on account of their salaries and allowances. From a financial point of view, the decision makes perfect sense.
Already, there have been such precedents in Pakistan, including at the privatised banks, and the state-run natural gas supply companies, which outsourced security and bill distribution functions. The KESC management says that by getting rid of non-core functions, it would be able to concentrate on core operations and hire new technical staff where required.
The reforms agenda, however, remains unacceptable to the political party-backed trade unions, which have huge vested interest in keeping things as they are. This means keeping an army of ghost workers, paying them overtime for work, which they never do and allowing corruption. In the case of KESC, this implies meter tampering and stealing electricity through illegal connections. While the technical staff supported the management’s move, the non-core employees resorted to disrupting the power supply in an organised manner. They forcefully closed down offices, set a number of sub-stations on fire and cutoff power supply cables. The troublemakers also attacked co-workers trying to restore supplies and even threatened their families.
This has been happening for more than two weeks now. Even on Monday morning, the trade union workers and their political supporters attacked KESC offices, vehicles and staff. No wonder, the city’s power supply situation now stands in a mess and the megapolis bubbles with spontaneous protests against the prolonged power outages that have hit every segment of the society, especially people belonging to the middle and lower income groups, many of whom do not have the luxury to light their homes and run businesses on generators. The power supply remains suspended in many commercial, industrial and residential areas not just for a few hours, but even for five to six days at a stretch. No wonder, patience is running thin in many localities and violent mobs are out on the streets.
Many PPP stalwarts, rather than helping institutions to establish the rule of law, are seen inciting workers for cheap publicity. The prevailing lawlessness, the government’s mixed signals and the state’s incapacity to provide protection to legitimate and lawful businesses are sending negative signals to both foreign and local investors, who were already wary of Pakistan. The PPP and the unions are not doing a service to the nation by indulging in this mindless politics and protests, which ensure only a “lose-lose” situation for all.
amir.zia@thenews.com.pk

4.      FBR identifies 700,000 tax evaders
ISLAMABAD: The Federal Board of Revenue (FBR) has identified 700,000 people, who own more than one house, drive cars, travel abroad, operate bank accounts but do not pay any taxes, official sources told APP on Monday.
The FBR has sent these people notices to explain why they are not paying any tax, sources said. An average of Rs100,000 was expected from each of these persons, they said. This year’s tax collection target was Rs1,588 billion, which was a challenging target, sources said. They said that by focusing on sales tax and income tax non-filers and short filers, more than 700,000 potential taxpayers have been identified and provisional assessment in 1,300 cases finalized and demand of Rs973 million raised.
The official sources said that tax authorities have detected Rs25 billion worth of short deduction of withholding taxes and Rs26 billion worth of irregular input adjustment in sales tax cases, FIRs have been registered in more than 200 cases.
They said that proper audit has been reintroduced and 3,577 cases have been completed, while Rs42 billion worth of tax demand has been raised and Rs3.2 billion have been recovered.
Tax arrears worth Rs131 billion have been identified including income tax Rs83 billion, sales tax Rs38 billion and customs Rs10 billion, and recovery proceedings are underway, sources said.
Centralised refund office has issued 42,372 cheques worth Rs34.5 billion till April 2011 as against 10,604 cheques worth Rs11.3 billion issued in the same period last year. They said that this resulted in 36 percent reduction in pending refund claims and 53 percent in the claims up to Rs25,000. 
5.      No new taxes in budget 2011-12
KARACHI: Federal Board of Revenue (FBR) Member Asrar Rauf has said that the coming budget would be business-friendly and no new tax would be imposed.
Addressing a reception hosted by the CNG Stations Owners Association, Rauf said that Pakistan could get rid of the International Monetary Fund (IMF), but it required government’s will and taxpayers’ cooperation.
All the issues related to the budget would be resolved with the consultation of stakeholders and no final discharge would be allowed to exports and property income.He agreed to the point that agriculture should pay the tax and that thousands of effluent and rich people are not paying any tax.
He said that the revenue body had achieved Rs1,327 billion revenue target with the help of stakeholders and this year’s target of Rs1,588 billion would also be achieved.He declared that the business community would not be harassed to achieve the revenue target.
Pakistan-India Chamber of Commerce and Industry President S M Muneer advised the FBR not to further squeeze the taxpayers and seek other options to meet revenue target in the coming budget.
He demanded that all the political parties should sit together to discuss one-point agenda and that should be the revival of the economy. Senior Sindh Minister Agha Siraj Durrani said that the stakeholders are the backbone of the economy and extended every possible support to the businessmen and said that Sindh budget would be business-friendly, as well.

6.      Cotton prices remain stable
B RECORDER
1. 17 percent ST on supplies to unregistered sectors on the cards

2. The government is expected to abolish reduced rate of 4-6 percent sale tax on the local supplies made to the unregistered persons of five zero-rated sectors for restoration of standard rate of 17 percent sales tax on these sectors from 2011-12.

Sources told Business Recorder here on Monday that the reduced rate of 4-6 percent sales tax has created discrimination in the local supply chain of five zero-rated sectors including textile, leather, surgical, carpets and sports goods. It has been proposed to withdraw the reduced rate of 4-6 percent and impose 17 percent standard rate of sales tax on local supplies of five zero-rated sectors. It is the biggest measure to generate approximately Rs 28-30 billion during 2011-12.

According to sources, the government is planning to increase the rate of sales tax from existing 17 to 30 percent on electricity and natural gas supplied to unregistered manufacturers, retailers and restaurants to encourage documentation and increase revenue collection during 2011-12.

Sources said that the RAC has reportedly agreed to a key budget proposal of the Federal Board of Revenue (FBR) to increase sales tax from 17 to 30 percent on electricity and natural gas supplied to unregistered manufacturers, retailers and wholesalers to bring the un-registered persons into the documented regime. In case the government approves the proposal, the revenue impact would be around Rs 4-6 billion during 2011-12.

A large number of manufacturers, retailers, dealers and wholesalers are not ready to operate under the sales tax net. The restaurants, retailers and manufacturers would be asked to provide their Sales Tax Registration Numbers (STRNs) if they want to be charged with the rate of 17 percent sales tax. In case they do not provide the STRN, they would be charged with higher rate of 30 percent sales tax on utilities like electricity and gas. This would encourage the un-registered persons to come into the tax regime of both sales tax and income tax. It is a positive step towards documentation of economy, increase in revenue and broadening the tax-base.

It has been further learnt that the FBR has decided to amend the Sixth Schedule of the Sales Tax Act to withdraw sales tax exemption on bricks, concrete blocks and ready mix blocks. It has also been proposed to impose reduced rate of sales tax on poultry and cattle feed.

During the meeting, it was also proposed to increase the income tax threshold of rupees 300, 000 to 350,000 for salaried individuals. However some members of RAC objected that instead of increasing minimum income tax threshold, there should be more income tax slabs to facilitate the salaried class. Sources said that the RAC has proposed 'deemed credit' to the companies and ventures, which would make investment on the basis of 100 percent equity as an incentive to encourage investment.

Sources stated that the RAC has convened a meeting at the FBR Headquarters to finalise the budget proposals for 2011-12. It has been proposed that if an investment is made on 100 percent equity basis, then the tax credit of 'deemed markup expense' may be given to the companies including ventures. According to sources, it has also been proposed that the companies, which will distribute 50 percent of their profits as dividends, should be given credit of 2 or 2.5 percent. This would encourage investment in companies listed at the stock exchanges.

The RAC has opposed imposition of the capital value tax (CVT) on the immovable property within the jurisdiction of capital territory. The RAC has agreed to introduce three rates of sales tax ie 0 percent, 5 percent and 17 percent. It was also discussed to impose a low rate of sales tax on medicines excluding life saving drugs. Any kind of new food items to be brought into the sales tax regime would be subject to lower rate of 4-5 percent sales tax. However, plant, machinery and equipment, on which 17 sales tax has been imposed, would become zero-rated in the coming budget.

The RAC and the FBR also discussed the proposal to substantially enhance withholding tax for the industrial and commercial consumers to discourage those operating out of the tax net. The registered persons would be able to obtain the adjustment whereas unregistered commercial and industrial consumers would have to give the higher rate of withholding tax on power consumption.
3. Tax, RGST-free budget PIAF hails finance minister's gesture

Pakistan Industrial and Traders Association Front (PIAF) has welcomed federal finance minister's gesture of a tax free budget and putting off imposition of Reformed General Sales Tax (RGST), terming it a good omen for the business community. Chairman PIAF Sohail Lashari, in a statement on Monday said that finance minister's intimation would encourage people to come into the tax net.

He said concrete measures should be taken to end the menace of corruption and tax rate should be reduced that would help FBR to meet their tax collection targets. He said that business community is quite conscious of their national obligations and wants to pay tax but discretionary powers of tax officials, unbearable tax burden and corruption is discouraging people to come into the tax net.

Lashari observed that all leading economies are giving incentives to expedite economic activities in their respective countries, but in Pakistan, people sitting at the helm of affairs are doing the otherwise. This is being done at a time when almost industrial sector is facing challenges such as high input cost, deteriorating law and order situation, and massive electricity and gas load-shedding.

He observed that government's dependence on IMF loans under strict conditions is one of the biggest reasons of over-burdening direct and indirect taxes. Government should utilise all available resources to get rid of dependence on external loans, he asserted. He also urged the government to reduce its expenditures to promote an austerity culture in the country.

Chairman PIAF said that public sector enterprises including Pakistan Railways, PIA and Pakistan Steel Mills are 'eating up rupees 300 billion annually', but no measure so far been taken to control this damage. He pointed out that Indian Railway is the second largest profit making institution of India while Pakistan Railways faced deficit of Rs 20 billion in the last financial year. He said that government should initiate a process of reforms in these enterprises so that the much-needed money could be utilised for the betterment of economy.
3.      Overdue export proceeds from bankrupt importers exporters getting jittery due to SBP pressure
Exporters are getting jittery over the pressure being exercised on them to bring back their overdue export proceeds from bankrupt and other buyers.

According to Towel Manufacturers Association of Pakistan (TMA), which is one of the leading export sector, genuine exporters "are facing immense issues, ie, blockade of huge amount of their working capital under the following heads:" R & D, DLTL, Sales tax, Custom drawback, Non issuance of circular by State Bank of Pakistan (SBP) regarding rebate on interest on export finance, Stoppage of export refinance on non-repatriation of export proceeds, besides other issues they are confronted with as a result of electricity and gas load shedding, worsening law and order situation, and reluctance of foreign buyers to visit Pakistan for business deals.

TMA Chairman Usman Ali said that SBP is not realising at all the existing economic scenario in the importing countries and remittances which continued to be delayed beyond exporters' control. SBP is not ready to accommodate exporters but, in one way or the other, it is compelling exporters, through notices, to bring back their overdue export proceeds from importers, including bankrupt importers.

"SBP adjudication courts are causing a nuisance for the exporters which should immediately be wound up as exporters are respectable citizens of the country who do not only earn foreign exchange but also give taxes to the national kitty."

On the issue of overdue export proceeds from the bankrupt and other buyers, TMA had written a letter to the Governor of State Bank of Pakistan back in March this year informing him about the relocation and reorganisation the US textile industry has gone through. The effect of this process on Pakistani exporters had been unfavourable mainly due to the bankruptcy of some otherwise reputable buyers. As a result, a fraction of export proceeds had become overdue and its repatriation is still uncertain.

On the other hand, SBP allows export refinance only if all previous export proceeds are repatriated, and this throws up the problem. As a solution to the problem, TMA had proposed that in case the exporters do not avail the 10 percent of their export proceeds allowed for payment of commission, etc, the same may be used to adjust their bad debts. "It is a workable solution for adjustment of smaller amounts of bad debts", TMA had said and desired a sympathetic consideration to the proposal so that a roadblock in getting export refinance may be removed.

Responding to the exporters' concerns, the Infra-structure, Housing and SME Finance Department (SMEFD) of SBP advised the TMA that for availing EFS facility it has already given waiver to exporters having overdue export proceeds. "Therefore, we understand the issue stands resolved."

As regards TMA's proposal regarding settlement of overdue bills, SMEFD clarified that in terms of relevant regulations full export value of goods exported from Pakistan should be received. Every E-Form has to be settled separately through repatriation of export proceeds as per payment terms. The facility of 10 percent retention of export proceeds has primarily been given to meet expenses relating to promotion/publicity, market study, collection of commercial intelligence, purchase of design/patterns, bona fide export claims, and shortfall in export proceeds, etc. "It is the commercial decision of the exporter whether to retain certain export proceeds or not. Further, sometimes the exporter has already availed different facilities from banks against such export proceeds." In such cases the exporter is not in a position/entitled to avail the retention option. There is, as such, no provision/regulation to allow writing off/waiver of repatriation of export proceeds on any ground.

Therefore, it is not feasible to allow adjustment of non-receipt of export proceeds on any ground as suggested by TMA. However, in view of the difficulties being faced by exporters due to bankruptcy of foreign buyers, Exchange Policy Department has already been allowing extension in repatriation of export proceeds on such grounds, which may also be considered in future as well.

SMEFD circular of June 30, 2010 had allowed waiver for 180 days, up to December 31, 2010 for the purpose of availing financing under EFS to those exporters whose export proceeds were overdue. SMEFD had informed that it was decided to extend the period of waiver up to June 30, 2011, and other instructions on the subject shall remain unchanged. Not satisfied with the SMEFD clarification, TMA still insists that SBP "should advise that if any importer goes bankrupt, how export proceeds of the exporter would be repatriated".
4.      18 million people earning over Rs 300,000 urge to pay due share of their taxes
Chairperson National Assembly Standing Committee on Finance, Fauzia Wahab pleaded that all those who earn more than exempted limit of Rs 300,000 should pay taxes.

Addressing a dinner reception hosted by Chairman CNG Stations Owners Association, Malik Khuda Baksh and President, Pakistan Intellectuals and Businessmen Forum (PBIF) Mian Zahid Husain in honour of business leader S M Muneer at a local hotel on Sunday, she said that there are around 18 million people in the country earning more than exempted limit and if they all start paying their due share in taxes country will get more than Rs 5 billion additional revenue.

Expressing concern, she said that there are number of people in the country having large number of luxury car and their children getting education abroad still they do not pay a single penny in taxes. Referring to Reformed General Sales Tax (RGST), she said that it was a good scheme to document the economy. The scheme has been kept in abeyance, she added.

Member Federal Board of Revenue (FBR), Israr Rauf hinted that the Budget for the year 2011-12 would carry no new taxes. Israr Rauf assured that the budget would be business friendly. He agreed to the point that agriculturist should pay taxes and that thousand of affluent agriculturist and rich people are not paying any tax.

He said that no final discharge would be permissible to exports and property income in the forthcoming budget. He assured that business community would not be harassed to achieve the revenue target. Israr Rauf said that it is pertinent to note that all such people earning Rs 25, 000 per month have not been taxed so far.

He was of the view that Pakistan can say good bye to International Monetary Fund (IMF) but it requires government's will and taxpayers' co-operation. He informed that FBR has achieved Rs 1327 billion revenue targets with the help of stakeholders and this year's target of Rs 1588 billion would also be achieved through same spirit.

Senior Minister Sindh, Agha Siraj Durrani said that stakeholders are the backbone of the economy and extended every possible support to the businessmen. He said that Sindh budget would be business friendly. He said that the government is not interested to put additional tax burden on industry, which may lead to closure of industries.

President, Pakistan-India Chamber of Commerce and Industry, S M Muneer advised FBR not to further squeeze tax-payers and seek other options to meet revenue target in the forthcoming budget. He said that Pakistanis will spend Rs 220 billion on sending SMS next year and if only 20-paisa tax levied on each SMS, government could earn Rs 44 billion. He further suggested to given incentive to overseas Pakistani only one rupee per dollar, we could double the remittances to the tune of $12 billion next year.

He said that country is losing billions of rupee loss on account of Afghan Transit Trade. He demanded to curb this menace in order to meet the revenue target. He demanded that all political parties should sit together to discuss one point agenda and that should be the revival of economy.

PBIF President, Mian Zahid Husain said in address rejected the Monetary Policy announced by the State Bank of Pakistan saying that tailor made policies cannot run the countries. He said that interest rate should be brought down to single digit in order to rescue the plundered economy. He said that due to this policy quantum of non-performing loans has gone to an alarming level of Rs 500 billion and number of defaulters are increasing fast.

Acting President, FPCCI, Akbar Khan said that government should bring those rich people into tax net that are not paying a single penny to the national exchequer but enjoying every facility.
5.      Fraudulent refunds adjustments DG I&I to ensure maximum recovery before end of June
Mohammad Riaz, Director General of Intelligence and Investigation, Federal Board of Revenue (FBR) has said the directorate is going all-out to realize recovery proceedings before June 30, 2011 in major cases of fraudulent refund claims/adjustments where recovery of Rs 1.4 billion has already been made from the Lahore-based units involved in the mega sales tax scam.

On the conclusion of the Senate Standing Committee on Interior here on Monday, head of the Directorate General I&I FBR told Business Recorder that the directorate has expedited efforts to ensure maximum recovery before June 30, 2011 so that the agency can play its due role to assist the FBR in achieving the revenue collection target for 2010-11. By June 30, the directorate would be able to recover the detected amount in such scams particularly illegal adjustments.

It has also been observed that in most of the cases a chain of dummy firms start claiming input tax on account of fictitious import Goods Declarations and then multiple layers of dummy/fictitious firms and ghost trail of fake invoices are created. He said that the directorate has expanded the scope of the investigation, which has resulted in detection of over Rs 15 billion of the fraudulent claims of the input tax adjustment through fake/flying sales tax invoices. The agency has also registered FIRs against the fraudulent refund claimants of Karachi-based persons. In consultation with the chambers, federations and trade bodies, the intelligence arm of the FBR is strongly pursing recovery proceedings against the involved units.

Mohammad Riaz stated that the figure of the fraudulent claims would be much higher following expansion of the investigation based on authentic data being collected by the agency. The estimated figure is expected to cross Rs 50 billion, reflecting the huge quantum of fraudulent claims. Keeping in view recovery of Rs 1.4 billion in Lahore and detection of around Rs 15 billion of fraudulent claims in Karachi, it has been estimated that the quantum of such illegal adjustments may cross Rs 50 billion. So far, the maximum amount has been detected in Karachi reflecting phenomenon of fraudulent sales tax adjustments at Karachi. The seriousness of the scam is evident from the fact that the involved amount may cross Rs 50 billion taking into account available sales tax record and expected detections in different cities.

Responding to a query, Director General I&I said that out of 60 writ petitions filed in Lahore High Court pertaining to inadmissible input tax adjustments, 35 petitions have been dismissed by the court, he added. It is important to mention that the organised group had misused the existing schemes for availing illegal input tax adjustments/refunds. The directorate has obtained complete details and profiles of the companies involved in the tax fraud. The agency has also evidence and record, which would form basis for arresting the culprits involved in the mega scam.

The detection of the scam disclosed that the agency had received a specific information regarding issuance of fake/flying invoices by some dummy/fictitious firms at Karachi. In the first phase, the directorate had cross checked the information with information collected/retrieved from other sources and succeeded in detecting 155 dummy/fictitious firms at Karachi who committed sales tax fraud to the tune of Rs 14.34 billion through issuing fake/flying invoices to more than 5000 registered persons most of which are located at Karachi.

The FBR has registered FIRs against the culprits and focused its efforts on detecting fraudsters, across the country, that are playing havoc with the system of input tax adjustments under Sales Tax regime by issuing fake/flying invoices. The agency has also initiated investigative audit and criminal proceedings against rest of the dummy firms, the cartels of fraudsters who are operating these firms and the recipients of fake/flying invoices so as to bring them to book and to recover the evaded amount of revenue.
6.      MCCI seeks abolition of CVT on industrial sector
The Multan Chamber of Commerce and Industry (MCCI), in its proposals for 2011-12 budget, has demanded of the government to abolish capital value tax (CVT) on industrial sector. MCCI office-bearers, including president Shahid Naseem Khokhar, said that the government had levied capital value tax on industrial sector and the tax is meant for commercial and residential areas but this tax is also being collected on industrial plots.

They demanded that CVT should be abolished from the industrial sector. "We are against the imposition of wealth tax because it is a punitive tax that penalises savings and investment and, furthermore, this is a tax that is levied on assets that have been created from money on which tax is already paid. The developed countries, except France and India, do not tax wealth because it is construed as taxing capital formation, asset building and national savings," they said.

Regarding withholding tax, MCCI office-bearers said that the government must pay attention to eliminate advance tax/withholding tax in the coming budget, adding that however if the govt feels any setback in collection of funds, it should be eliminated in phases.

MCCI further said that withholding tax on import is a sort of double taxation (tax on tax), which is totally unjustified and unfair, which also increases the cost of industrial raw materials. The WHT should be calculated on the value of goods, excluding sales tax at import stage and it should not be calculated on the basis of duty paid value by amending section 148(9) of Income Tax Ordinance, MCCI added.

The procedure of income tax refund should be rationalised and should be modelled after sales tax refund procedure; MCCI suggested, adding that this would not only reduce the difficulties of the taxpayers but would also improve the FBR credibility. The MCCI president said that commencement of the centralised system for issuance of NTN has worsened the process instead of facilitating the taxpayers. He said that FBR has provided a facility to apply for NTN both electronically and manually but both options do not help the taxpayers in getting the NTN within the prescribed period of 48 hours. The registration process, which is supposed to be done in hours, has been halted for months because of the applications galore. The situation is so much deplorable that even for minor alteration or change in the existing NTN certificates, taxpayers have to undergo immense hardships and difficulties. Delays in the issuance of NTNs and lack of co-ordination between the FBR, Islamabad and field offices, like Regional Tax Offices and Large Taxpayers Units, are not only depriving taxpayers from getting the tax number within the prescribed time but also deprives the national exchequer of billions of rupees in revenue along tax returns. Under the laid down conditions by the FBR no taxpayer could get sales tax registration without NTN registration. This means that no business establishment could start functioning till it gets NTN and thereafter sales tax registration. This pathetic condition of the FBR and its field offices at the 1st step (ie issuance of NTN), also raises concerns regarding the smooth functioning/handling of detailed assessment procedures.
7.      Business community condemns attack on PN base
Expressing concerns over the attack on Pakistan Navy's base by terrorist, businessmen community on Monday demanding of the government to review its foreign policy. "We condemn the terrorist attacks on PNS Mehran, killing of our soldiers and damaging the naval installations," Chairman Karachi Tajir Ittehad, Muhammad Atiq Mir said.

He said that the recent terrorists' attacks were tantamount to an all-out war against Pakistan and the nation has been trapped in global conspiracies. He said the armed forces were paying for the flawed policies of the government. Despite the fact the nation is facing tough time in combating the terrorisms, the government has become altogether oblivion and seemed least interested in uniting the people to bring the country out of the crisis, he added.

He warned the government that the armed forces might become subdued at the hands of handful of terrorists, if it did not change its policies. He said the US war on terrorism was primarily aimed at Pakistan's destruction, which is the aim of India and Israel. He said the US was helping both Israel and India to make them regional powers. Atiq Mir also criticised the nation for its silence over the continued injustices in the country.

He said the continued attacks on armed forces were being carried out under a pre-planned scheme to defame and demoralise Pakistan Army. He said the nation should support the military leadership against the political one because it was the armed force, which would ultimately defend the motherland and lay down their lives.
