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1. Tax Evasion

SOME hard truths were underscored on Monday when the Federal Bureau of Revenue admitted that tax evasion in Pakistan is close to 80 per cent. Is it all sound and fury? Does the FBR have the resources, and more critically, the political will to tax those who are not deducted at source and are able to fudge their statements in complicity or otherwise? Honesty of purpose is the key here. Taxing the salaried class is easy. But when it comes to industrialists and agriculturalists, expediency poses certain barriers to overcoming underlying feudal and political compulsions that prevent real action on the ground. That is the sorry state of our country, which will continue to suffer if dishonesty rules the roost.
Our fiscal managers claim, while admitting failure, that the tax-evasion figure can be brought down to 40 or 50 per cent. How is this going to be achieved? Can anybody in a position of authority spell out the modalities of this plan of action? Most independent observers appear to believe that the government is simply hoping for the best instead of taking a realistic view of what confronts us. Certain key measures have not been taken. Value-added tax could have helped document the economy and identify tax evaders, but that didn`t happen. Instead, we got a continuation of sales tax, which is seen by many as inequitable given that it is paid even by the poorest. Instead of broadening the tax net, the FBR seems content, at least for the time being, to tax people who have no option but to be taxed. Some will say, and perhaps rightly so, that the government`s statements on the fiscal front are little more than political rhetoric. It is up to Islamabad to change our minds.

2.      Conversion Rates
KARACHI: The following are June 8, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.
US dollar             Rs   85.9246
Japanese yen    Rs     1.0710
Pound sterling    Rs 141.1740
Euro    Rs 126.0169
LIBOR
The following is Libor rate for calculating interest on special US dollar bonds for June  7.

Libor
For 6 months    0.40%
2. Visa Restrictions To Be Eased India
ISLAMABAD: Indian High Commissioner Sharat Sabharwal said on Tuesday that India and Pakistan had decided to ease visa restrictions.
He said that high-level delegations of the two countries had held successful talks here on June 2-3 and the next round to be held in August in New Delhi could mark the beginning of a new era in relations.

Speaking at a lunch hosted by the Federation of Pakistan Chambers of Commerce and Industry for Rajinder Kumar Sharma, the outgoing commercial counsellor, Mr Sabharwal said: “We have reached a conclusion that bilateral trade is the best tool to melt the ice. It is the most effective confidence-building measure.”

He said Pakistan’s trading community had long been pushing for improved relations with India, but these efforts reached new heights during the tenure of FPCCI President Senator Haji Ghulam Ali. “We will continue to facilitate Pakistan’s business community with an aim to boost trade which will be a win-win situation for the two countries.”

In his welcome address, Haji Ghulam Ali said the only way to reduce tensions and promote good neighbourly ties was to increase trade.

He praised R.K. Sharma and said he had worked hard during his three-year tenure to bring people of Pakistan and India closer. “His services will be long remembered.”

He expressed the hope that Mr Sharma’s successor Arvind Saxena would also work for improving ties with Pakistan’s business community.

THE NEWS
1. Sales tax on export sector to promote bribery’
LAHORE: The government has opened a new door to bribe for the Federal Board of Revenue (FBR) by imposing sales tax on the exporting sector. Now, manufacturers cum exporters will start importing things (raw material) and sell them in local market. It might pave the way for the biggest-ever sales tax evasion scam in the history of Pakistan in the coming one year. 
These views were expressed by the participants in the Jang Economic Session held on ‘Budget 2011-12: Impact of Sales Tax Imposition on Five Exporting Sectors’, here on Tuesday. The participants were PIAF ex-chairman Irfan Qaiser Sheikh, Pakistan Tanners Association (PTA) chairman Khurshid Alam, Pakistan Carpet Manufacturer and Exporter Association former chairman Perviaz Hanif, Lahore Chamber of Commerce and Industry, Public Service Development, regulatory affairs convener Shahid Iqbal Butt and Manager Finance and Accounts Bata Pakistan, Amjad Farooq. The event was jointly hosted by Sinkandar Hameed Lodhi and Intikhab Tariq. Irfan Qaiser said that exporting sector misused the zero rating facility by claiming refunds on flying invoices. He said the present five per cent sales tax on it was also indirect tax and it would increase inflation in the country. He said that at least 1.7 million people (only one per cent of the total population) filed their tax returns. It had compelled the government to impose indirect taxes, he said. 
However, he added, sales tax should be introduced with two to two and a half percent, not at five percent rate. He said that, presently, exporters were paying one per cent tax only while imposition of tax would not affect the existing sales taxpayers but it would net the evaders. 
Khurshid Alam said that leather sector business had started from hide and skins which had come form non-registered sector, including mosques, seminaries and other charitable institutions, which could not provide sales tax invoices. He said that the government had first to register the hide and skins collecting sources, then impose the sales tax on leather sector. He said five percent sales tax on exporting sector was an indirect tax, which was affecting the commoner while the price of mutton was doubled in three months and would reach Rs 1,000 per kg in next three months. 
He called for imposition of sales tax at the retail level. He said the inflation rate was 14 percent, which would be increased to 19 per cent after sales tax imposition. He said that if the government controlled the discrepancies and loopholes, it could collect billions of rupees from wetblue export only. 
Perviaz Hanif said the government had failed to impose the RGST following which it had taxed five exporting sectors to show performance to the IMF. He said the government had imposed tax on import and export, rather than broadening the tax net and closing the loopholes in tax evasion. He said that, in real term, exports level had come down. 
He said that carpet export had declined by two times during the last three years and came down to $110 million. He said that carpet sector was dependent on cottage industry and working without any machinery and electricity but the government had imposed sales tax on it. He said the government could not register hand looms on which carpets were knotted. 
Shahid Iqbal Butt said health facilities had improved in the last 15 years but imposition of five percent sales tax on surgical goods would negatively affect the industry. He said loan facilities were not available to small and medium enterprises of surgical sector and now sales tax would further create problems. He said the government had exempted the government and defense hospitals from sales tax while private hospitals and clinics paid five percent sales tax, affecting the health care. Amjad Farooq said that Pakistan shoe industry was $100 billion worth out of which 25 percent was organised while 75 percent unorganised. 
2.      FBR still pursuing Assets Tax, but the difficult way
3.      Karachi Customs arrest duty-evading tanners
4.      KESC workers’ strike
KARACHI: The ongoing strike of the Karachi Electric Supply Company’s (KESC) workers is causing severe hardship for many industries, as no one is attending to the complaints, a representative body of industries said on Tuesday.
Some units have shutdown in Sindh Industrial and Trading Estate (SITE), while others are facing problems everyday because the KESC workers are not answering to complaints of technical breakdowns, SITE Association of Industry Chairman Abdul Wahab Lakhani said in a statement on Tuesday.
“If the matter of strike was not resolved on urgent basis, there would be a complete shutdown of industries causing irreparable loss to production and exports,” Lakhani said.
The breakdowns due to technical faults, which remain unattended for days, have crippled the production in SITE area.
Although, KESC workers attend to some emergency complaints, they are unable to perform their duties fully until the strike of the CBA is over, he said. “I am in constant touch with KESC management, but they too seem helpless.”
The prolonged standoff between the KESC management and Workers Union was going on for more than a month now and has become the most pressing problem of Karachi and unrest was simmering in the city as well as industrial areas, he added.
He also urged governor and chief minister of Sindh to intervene and save the industry from collapsing and preventing wide spread layoffs on ground of non-availability of power supply by KESC.
Expressing alarm over the weather forecast for rains in Karachi from Friday, Lakhani said that he was afraid the entire metropolis would plunge into darkness at the first drop of rain, because there would be no one to attend to the complaints of power failures, and as far as the industrial production if concerned, the same will come to a grinding halt.
He also advised the KESC Management to look into this direction too and take all necessary measures to save the installations, sub-stations and its network in SITE area, otherwise it would create havoc and then it would be very difficult to control the situation.

5.      KCAA protests amended licensing rules
6.      Raw cotton sales improve
KARACHI: The country’s cotton sales slightly surged on Tuesday as the International Commodity Exchange (ICE) slipped significantly, dealers said.
Forward buying for seedcotton (Phutti) rose by Rs4,500 per 40kg, while seedcotton for the current season remained steady at prices in between Rs2,500 and Rs3,000 per 40kg in both the cotton growing areas of Punjab and Sindh.
Spot rates of the Karachi Cotton Association (KCA) stood at Rs8,500 per maund and Rs9,109 per 40kg for average-quality lint at the Karachi Cotton Exchange (KCE).
At the International Commodity Exchange (ICE), raw cotton for July and October contracts slid 6 cents and 1.77 cents to close at $1.55 and $1.45 per pound, respectively amid dull trading, as Chinese and the United States merchants remained on the sidelines due to higher prices.
The country’s cotton sales improved to 2,591 bales of raw cotton (170kg each), including 200 bales each from Khanewal, Qutubpur, Rajanpur and Duniapur; 1,000 bales from Khanpur; 300 bales from Muridwala; 198 bales from Jalalpur and another 293 bales from Burewala at prices in between Rs8,000 and Rs9,000 per maund, depending upon the quality and length of staple grade. 
7.      No minister economic at Pak embassy in Tokyo
TOKYO: The post of minister economic in Pakistan Embassy Tokyo has been lying vacant since last four months, embassy officials told The News on Tuesday.
The minister economic has to look after the aid and investment projects that the host country offers to Pakistan, the officials said.
The former minister economic at the Pakistan Embassy in Tokyo, Iftikhar Babar had left to attend the National Institute of Public Administration (NIPA) course, officials said.
The government gave the portfolio of minister economic to the commercial secretary in Pakistan Embassy, who was preoccupied with his own duties, and was finding it difficult to fulfil the dual responsibilities, officials said. 
The embassy officials were unable to follow up on the accords inked during the visit of President Asif Ali Zardari in February due to absence of the minister economic, officials said.
The former minister economic was working on development assistance project from Japanese government. Work on these projects has stopped, they said.
Officials said that Pakistani industrialists had requested the minister economic to arrange meetings with Japanese industrialist for outsourcing their manufacturing in Pakistan, but there was no progress on this proposal owing to absence of the relevant official at the embassy.

B RECORDER
1. Revision of sales tax returns IR Commissioner's approval a must

The registered taxpayers would now be bound to obtain prior approval of the concerned Commissioner Inland Revenue (IR) for revision of the sales tax returns for rectifying minor errors or mistakes following abolition of clause for auto revision of sales tax returns in budget (2011-12).

Sources told Business Recorder here on Tuesday that the FBR has disallowed the auto revision of sales tax return available under Rule-14A of the Sales Tax Rules 2006. Now, the taxpayers have to approach the Commissioner IR for obtaining the permission for the revision of the returns even in minor cases of errors rectification. The FBR has to issue instructions to the field formations that there should be speedy clearance of cases pertaining to approval of the returns revision.

Senior sales tax experts were of the view that it is not appropriate to out rightly reject the facility of revision of returns. The FBR can place some check or condition for auto-revision of the sales tax return. There should be a condition that where the refund is going to be increased, the auto-revision of the return should not be allowed to the taxpayers.

Such cases where direct benefit is going to the taxpayers, the FBR can disallow the taxpayers to facility of auto-revision of the sales tax returns. On the other hand, if the refunds are going to be decrease or output is increasing, the benefit would go to the government. In such cases, the facility of auto-revision of returns must be retained for correction of minor mistakes or rectification of errors.

Now, even for rectification of small errors, the taxpayer has to take prior permission of the Commissioner for revision of the returns. This would result in undue hardship to the registered taxpayers intended to auto0revse the returns to rectify minor errors in the returns. Through Finance Bill (2011-12), the facility for revising the Sales Tax Return without approval of authorities has been withdrawn, experts added.

According to the FBR the sub-Rule 14A in the Sales Tax Rules, 2006 was inserted through SRO 278(I)/2010, allowing registered persons to auto revise their return if any amount of tax is deposited over and above the tax paid in the original return without approval of the Commissioner concerned, beyond the limitation of time limit of 120 days.

This amendment has widely been misused and thousands of returns have been auto revised simply by making payment of nominal amount in order to amend the return whenever desired. This provision is proposed to be withdrawn since it has created operational problems for the field formations, the FBR added.
2.      KESC management, workers' row industrialists urge Governor, Chief Minister Sindh to intervene
Industrialists and traders have requested the Governor, and the Chief Minister of Sindh to save the industry from collapse by resolving the tussle between the Karachi Electricity Supply Company's management, which has been made ground for prolong power outages in the city.

They also urged the concerned authorities to take notice of hours-long power outages on one pretext or the other and non-repairing of faults in distribution and supply system. They said that they were unable to meet their production targets as well as export commitments on time.

The citizens and industrialists were grinding in-between the ongoing tussle between the KESC administration and the CBA Union over their interests causing crippling power outages in the city, they added. "The two parties are at an impasse and it is the consumers who are suffering in the form of prolonged and sustained power cuts. The current situation is untenable. Both sides need to get together and hash out an agreement," they added.

They said that the national economy was already in bad shape and in prevailing circumstances, the situation created by KESC would break the backbone of country's economy. Chairman, S.I.T.E Association of Industry (SAI), Abdul Wahab Lakhani has expressed grave concern over the prolonged stand-off between the KESC management and workers' Union, which is going on for more than a month and has become the most pressing problem of Karachi and unrest is simmering in the city as well as industrial areas.

"The breakdowns due to line faults or other technical faults, which remain unattended for days, have crippled the production in S.I.T.E. Area and industries are closing one by one," he added. He said that he was in constant touch with KESC management for keeping the house intact but they too seem helpless.

"Although they attend to the complaints partially on urgent call basis, they are unable to cope with all the complaints until and unless the CBA strike is over. If the matter of strike is not resolved on urgent basis, there will be complete shut down of industries causing irreparable losses to industrial production and exports," he added.

Expressing alarm over the forecast of rains in Karachi from Friday, Wahab Lakhani said that he was afraid the entire metropolis would plunge into darkness with the first drop of rain, because there would be no one to attend the complaints of power failures, and as far as the Industrial production if concerned, the same will come to a grinding halt.

He also advised the KESC Management to look into this direction too and take all necessary measures to save the installations, sub-stations and its network in SITE area otherwise it would create havoc and then it would be very difficult to control the situation. Lakhani also urged Governor and Chief Minister Sindh to urgently intervene and save the industry from collapsing.
2. TDAP declares China as focus country for trade initiatives

Tariq Puri, Chief Executive TDAP is currently leading a large trade delegation to the 6th South Asia Business Forum and the 4th South Asia Trade Fair being held in Kunming China from 5-10 June 2011. Prime Minister of Sri Lanka was the chief guest for the Forum. Some 176 Pakistani exhibitors and prominent businessmen are taking part in weeklong activities that consists of forums and B2B meetings.

TDAP and China Council for Promotion of International Trade (CCPIT) are jointly organising an exclusive Pakistan-China Business Forum on 8th June to attract trade and investment from the South West China to Pakistan. TDAP is actively involved in 20 trade fairs around China and has declared China as a focus country for this year.

On the 5th June, during the inaugural session of the 6th South Asia Business Forum, Tariq Puri spoke on the theme "How to expand the trade, innovate commercial policies and create a favourable environment for co-operation on a wider scale". He highlighted the importance of regional co-operation given the phenomenal economic development of China and the geographic proximity of South Asia to the South West China. Puri appreciated China's double digit growth during the last 15 years making it the second largest economy in the world. Pakistan's geo-strategic location can certainly leverage the existing trade to new levels.

Tariq Puri said that the policies of Government of Pakistan for liberalisation have encouraged development of private sector and has opened new vistas for the private sector to play a key role in all economic activities. The Chinese government always encourages its public as well as private sector to take an active part in projects in Pakistan. China's public and private sector is currently involved in over 250 projects in Pakistan from mega to minor and from strategic to ordinary businesses.

He informed the participants that TDAP has declared China as the focus country for its trade initiatives in 2011-2012 and plans to participate in more than 20 fairs in China as part of Pakistan-China 60-year of establishment of diplomatic relations. Through this outreach programme, it intends to access all the different regions of China to introduce Pakistan as country, which can be relied for its quality and competitive offerings in various sectors like textiles, leather, fisheries, food products, marble and minerals. TDAP will organise seminars and conferences with a view to identify new areas of trade and investment. At this time 10 product specific delegations are planned for China.

He apprised the audience that Pakistan's endeavours have resulted in taking bilateral trade levels to $8.6 billion in 2010, showing a growth of 28 percent. Pakistan's exports exceeded $1.7 billion showing a growth of 37 percent. He extended invitation to Chinese and South Asian businessmen to visit EXPO Pakistan in October (20-23) this year. TDAP offered to host a Pakistan China Entrepreneurs Forum during the EXPO.

The 4th South Asia Trade Fair jointly opened by the Governor of the Yunnan Province, Tariq Puri and other guests. After the opening ceremony the Chief Guest and other dignitaries took round of Pakistan stalls and appreciated the quality of product displayed. The visitors greatly appreciated Pakistani products specially furniture, leather, textiles, carpets, jewellery, kitchen ware, brass and herbal products. Puri visited each stall and proposed measures to further improve display, catalogues and future participation. He stressed upon the Pakistani exhibitors to take full advantage of TDAP's initiatives for large-scale participation in trade fairs in China and enhance their exports to China.

On 6th June 2011, Tariq, Chief Executive, TDAP held detailed meeting with Gao Feng, Vice Governor of Yunnan responsible for economy, education and culture. Puri appreciated development of China's southern region and the opportunities offered to Pakistan. He extended invitation to the Vice Governor to lead a delegation to the forthcoming Expo Pakistan in October 2011. Vice Governor promised to participate in the event. Puri thanked the host for facilitating TDAP's large-scale participation in the South Asia Trade Fair which will contribute substantially to promotion of Pakistan's exports to China. Puri also visited Luosiwan the newly developed modern wholesale market with more than 7000 offices. Chinese side have offered one office and a display area to Pakistan free of charge for a period of 5 years.

Puri met Qing Guangrong, Governor of the Yunnan province and thanked him for the support and facilities offered by Yunnan to Pakistan's delegation (176 businessmen). He later attended a big banquet hosted by the Governor.-PR
4.      Gilani for early conclusion of FTA with US
Prime Minister Syed Yousuf Raza Gilani on Tuesday called for an early conclusion of Free Trade Agreement (FTA) between Pakistan and United States to promote economic activity. Talking to a US Congressional delegation led by Doug Lamborn at the PM House, the Prime Minister said the economic activity would address the issue of poverty and unemployment particularly in the under developed and militancy affected areas.

About the misperceptions in both countries against each other, the Prime Minister said the US presence in Pakistan should be seen as a source of peace and prosperity by the people of Pakistan, a PM House statement said issue here. However, he said the US administration and particularly the US Congress needed to be sensitive about the opinion and views of the people of Pakistan for paving the way for a long term strategic partnership based on mutual trust, respect and interest.

He pointed out that the people of Pakistan were expecting a thorough investigation of the Raymond Davis case in the US under its law. The provision of civil nuclear technology, reimbursement of large amount of with-held Coalition Support Fund to Pakistan and utilisation of Kerry Lugar Bill funds for signature projects having direct bearing on the life of ordinary people, the Prime Minister said would help build a positive image of the US in the country. The Prime Minister also stressed upon the need of positive messaging about each other in both the countries and regretted that certain incidents were blown out of proportion in a negative way about Pakistan in the US, which obviously drew a reaction in Pakistan.

Underlining Pakistan's strong commitment to cooperate with the US in defeating the common enemy of terrorism and militancy in the process of which Pakistan had made un-parallel human and economic sacrifices, the Prime Minister stressed the need for concerted efforts by both the sides to bridge the trust deficit through reinforced co-operation in intelligence sharing, joint action against al Quada and its affiliates as well as progress on various segments of strategic dialogue in the multi-faceted fields.

The Prime Minister referred to President Karzai's forthcoming visit to Pakistan during which the Inaugural Session of Joint Commission on Reconciliation between the two countries is scheduled alongwith the launching of Afghanistan-Pakistan Transit Trade Agreement.

The US Congressmen were highly appreciative of the Prime Minister's remarks that US presence should be a source of peace and prosperity in Pakistan for addressing the negative perception about it in this country. They welcomed Prime Minister's proposal for Free Trade Agreement between Pakistan and US and recognised the need that US should help Pakistan address the root causes of extremism, to win the hearts and minds of people of Pakistan in the larger interest of continuing the strategic partnership.
