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POL prices increased by Rs 4-7 per litre 
(The News 01-11-2010)
 ISLAMABAD: With two per cent power tariff raise on the cards and a massive hike in the prices of sugar and other kitchen items, the government on Sunday dealt another blow to the hapless masses by increasing the POL prices by Rs 4 to over Rs 7 per litre with effect from November 1, 2010. 
The Oil and Gas Regulatory Authority (Ogra) has notified the increase in the price of petrol by Rs 5.97 per litre (8.9%), from Rs 66.99 to Rs 72.96, kerosene oil Rs 5.15 per litre (7.8%), from Rs 65.80 to Rs 70.95, HOBC (High Octane Blending Component) Rs 7.11 per litre (8.9%), from Rs 79.56 to Rs 86.67 per litre, and LDO Rs 4.27 per litre (6.8%), from Rs 62.34 to Rs 66.61 per litre.
The increase in diesel price would hike the freight charges, which would in turn increase the prices of all items. The government is also going to announce within two or three days another increase of two per cent in power tariff. It had earlier made a similar increase in power tariff in October. Under the policy to recover Rs 200 billion gap between power generation cost and the cost at which electricity is being sold to end consumers, the government will continue to increase the power tariff by two per cent every month till July 2011. 
With massive raise in the POL prices coupled with hike in power tariff, inflation, currently at 16 per cent, is bound to go up. In the last 12 months, inflation has swelled by an alarming 21 per cent. The sugar price has increased from Rs 83 to Rs 90 per kg in the open market and there is no one to take stern action against the hoarders. So much so, the sugar mills have increased the ex-mill price from Rs 71 to Rs 87 per kg.
The prices of almost allpetroleum products have substantially increased in the international market, which is why the government has passed the same to consumers. In anticipation of increase in the POL prices, petrol pump owners had closed their outlets in all the major cities, including Karachi, Hyderabad, Lahore, Multan, Peshawar, Quetta and Rawalpindi and made billions in just a few hours. As a result of the increase, the government revenue from the oil products would go up because of flexible general sales tax.
Prices Of Petroleum Products Raised By Up To 9 Per Cent Ogra Attacks Consumers With Petrol Bomb Repeated 
(Dawn 01-11-2010)
 ISLAMABAD, Oct 31: The Oil and Gas Regulatory Authority (Ogra) increased prices of petroleum products on Sunday by a massive Rs4.27 to Rs7.11 per litre or up to 9 per cent with immediate effect to offset impact of the rise in oil prices in the international market. 
According to an Ogra notification, the price of petrol has been increased by Rs5.91 per litre to Rs72.96 from Rs66.99 per litre, up by 8.9 per cent and that of High Octane Blending Component (HOBC) to Rs86.67 from Rs79.56 per litre, up by Rs7.11 per litre or 8.9 per cent.

The ex-depot sale price of kerosene oil has been jacked up to Rs70.95 from Rs65.80 per litre, up by about 7.8 per cent or Rs5.15 per litre, and the price of light diesel oil (LDO) to Rs66.61 from Rs62.34 per litre, an increase of Rs4.27 per litre or 6.8 per cent.

Oil marketing companies have separately been asked to increase the price of high speed diesel (HSD) to Rs78.33 from Rs73.82 per litre, an increase of Rs4.51 per litre or 6.11 per cent. The diesel price is notified separately by oil marketing companies because the product is completely deregulated.

Announcing the price revision, Ogra spokesman Syed Jawad Naseem said the international prices of kerosene and high speed diesel had increased by 8 and 7.4 per cent and those of petrol and furnace oil by 9.1 and 6.1 per cent, respectively.

The prices of jet fuels have also been increased by 8 per cent to 10 per cent. The JP-1 price was increased by 8.3 per cent to Rs60.26 per litre and that of JP-4 by 10.14 per cent to Rs57.45 per litre. The JP-8 price was raised by 7.85 per cent to Rs63.04. This is the first price increase since July this year.

The price increase is sure to push up overall inflation rate and the cost of industrial production that has already been under pressure because of higher electricity and gas rates and huge energy shortfalls.

As a result of increase in import prices, the profit margins of dealers and oil marketing companies have increased by 111 per cent and the rate of GST being collected by the government has gone up by up to 9 per cent. This is because the dealer commission and company margin are payable at the rate of 4 per cent and five per cent, respectively, while the GST at 16 per cent results in windfall revenue to the government.

The government will now earn an additional revenue of up to Rs1.03 per litre with the highest GST while dealers and OMCs will earn a higher profit of about up to 28 paisa per litre on various products. The government will earn an additional revenue of 87 paisa on petrol, Rs1.03 on HOBC, 75 paisa per litre on kerosene and 62 paisa on light diesel oil.

The inland freight equalisation margin has also been increased by 33 per cent on petrol, 31 per cent on HOBC, 29 per cent on kerosene and 6 per cent on LDO

The ex-depot product prices announced by Ogra will include the petroleum levy of Rs10 per litre on petrol, Rs14 on HOBC, Rs6 on kerosene, Rs8 on high speed diesel and Rs3 on light diesel oil for sales through retail outlets. In case of direct sales by oil companies, the petroleum levy will be higher than sales through retail outlets. As such, the government will collect Rs12.36, Rs16.79, Rs6, Rs9.50 and Rs3 per litre on petrol, HOBC, kerosene, HSD and LDO, respectively.

Last month, the government had reduced the prices of petroleum products by less than 0.4 per cent.

The following is a comparison between the old and new per litre prices of petroleum products:

Power Tariff Likely To Go Up By 2pc 
(Dawn 01-11-2010)
 ISLAMABAD, Oct 31: The government has decided in principle to increase electricity tariff by about 2 per cent for all consumer categories with effect from Nov 1, to meet a key conditionality of international lenders for eliminating the energy sector`s circular debt that is touching Rs200 billion.

Sources in the water and power ministry say a proposal for tariff increase has been prepared in consultation with the ministry of finance and a notification is expected on Monday after a formal clearance by Prime Minister Yousuf Raza Gilani, who will be briefed by Federal Minister for Water and Power Raja Pervez Ashraf.

The prime minister`s go-ahead would add about 15-25 paisa per unit burden to the budget of consumers who have braved about 75 per cent surge in power rates in about 20 months since March 2009. This cumulative increase in energy prices in such a short span of time is unprecedented in the country`s history.

The government had already given an understanding to the lending agencies, particularly the World Bank and the International Monetary Fund, to keep on increasing power rates by 2-3 per cent every month to ensure full recovery of electricity generation and distribution costs along with system losses from consumers, with a cumulative tariff increase of about 25 per cent during the current financial year.

The first instalment of 2 per cent tariff increase was implemented on Oct 1. The gradual 2-3 per cent increase per month will continue until July 1 next year when an amended National Electric Power Regulatory Authority (Nepra) Act would empower the regulator to directly pass on the full impact of electricity costs to the consumers without seeking the government`s approval for every adjustment.

The lending agencies had asked the government to increase the electricity prices by about 49 per cent during the current year through quarterly adjustment of about 12 per cent but later it emerged that about 25 per cent increase would be sufficient because of improved hydrological conditions in the aftermath of floods.

As a result, the increase has been proposed at 2-3 per cent on the monthly basis to avoid a sudden political backlash in case of 8-9 per cent increase at the beginning of every quarter.

Currently, Nepra determines the base electricity tariff on a quarterly basis for distribution companies and then sends it to the federal government for notification taking into account the element of subsidy on politico-economic considerations. Simultaneously, the impact of fuel price variation is directly passed on to consumers under the fuel adjustment mechanism by Nepra in accordance with an earlier change in the Nepra law through the finance bill.

The Nepra Amendment Act to be introduced in parliament later this month would mean that whatever the tariff is determined by Nepra would be immediately passed on to the consumers. Under the new arrangement, tariffs would be revised every month not only on the basis of fuel prices but also on account of inflation and operational and energy costs.

The government plans to eliminate the energy circular debt that has increased to about Rs200 billion against Rs116 billion in April this year when the prime minister announced at an energy summit that the debt issue would be resolved in 45 days. Since then the government has paid over Rs50 billion to the power companies but receivables of the Pakistan State Oil have surged to about Rs146 billion because of non-clearance of dues by the power companies.

Two Percent Rise In Power Tariff From Today 
(Business 01-11-2010)
 ISLAMABAD  (November 01, 2010) : Making harder for the people to make both ends meet, the government may increase electricity tariff by two percent across the board from November 1, in accordance with the conditionalities imposed by international financial institutions, it is learnt.

According to sources, the amount on account of tariff differential during last three months, from July to September 2010, has reached Rs 57 billion, against Rs 30 billion, allocated in the budget for the current fiscal year.

Sources said that there is a proposal that 2 percent tariff would be passed on to the consumers every month to minimise the gap. An amount of Rs 20 billion per month was being added because of tariff differential between 20 to 25 percent on account of production cost and recovery that would have an accumulated impact of Rs 220 billion to Rs 230 billion on the budget for the fiscal year if the gap was not reduced, they added.
Textile And Petroleum Ministries Call Gas Subsidies As Poison 
(Business Recorder 01-11-2010)
 ISLAMABAD  (November 01, 2010) : The Ministries of Petroleum and Textile Industry have termed the gas cross subsidy as 'poison', resulting in all consumers (power, industrial, compressed natural gas (CNG) and commercial sectors) being over burdened, sources in the Ministry of Industries and Production (MoI&P) told Business Recorder.

Both Ministries took this position at a time when MoI&P, which was directed by the federal Cabinet to prepare a new fertiliser policy, proposed that after 2015 the policy for new investors should be reviewed to taper off feed gas subsidy, if deemed appropriate at that point in time.

The Ministry of Textile Industry, in its written comments stated that fertiliser and domestic sector are cross subsidised to keep gas prices low. The impact of subsidy is passed on to the industrial sectors including textile sector which is already passing through trying times due to high cost of doing business in comparison to its regional competitors. Total amount of subsidy for fertiliser and domestic sector in 2005-06 was Rs 29.396 billion.

"Textile sector strongly agitates against the policy of cross subsidisation because their exports suffer a setback as a sequel whereof they are losing markets to China and India," sources quoted Textile Ministry as commenting on the proposed textile policy.

Textile Ministry has suggested that the policy of cross subsidisation should be addressed in a rational and prudent manner, otherwise the subsidy amount would keep on ballooning and would totally suffocate the industrial sector. In this regard, Textile Ministry has also suggested that subsidy being given to domestic and fertiliser sectors may be picked up by the government through budgetary provision, and not through current dispensation.

Moreover, the subject of cross subsidy is the domain of the Ministry of Petroleum and Ministry of Finance.

According to the Petroleum Ministry, SNGPL and SSGC are engaged in gas purchase from E&P companies and transmission, distribution and sale thereof to various categories of consumers. Both companies are operating on cost plus guaranteed return on assets formulae under licence from the Oil and Gas Regulatory Authority (Ogra).

Under section 8(1) of the Ogra Ordinance, 2002, Ogra has to determine the revenue requirements of gas utility companies for a particular financial year. Estimated revenue requirements of both gas companies for 2009-10, as determined by Ogra are as follows: (i) SNGPL Rs 176,421 million and (ii) SSGC Rs 112,859 million. To ensure that estimated revenue requirements are met, Ogra has determined the prescribed price of the companies for 2009-10 ie SNGPL Rs 336.18 mmbtu, SSGC Rs 297.20 per mmbtu which implies average rate is Rs 320.08 mmbtu.

Petroleum Ministry further stated that natural gas is historically loaded with cross subsidisation under which the consumers in power, industrial, CNG and commercial sectors pick up the cost of subsidy for fertiliser and domestic sector. The gas prices for fertiliser sector are being fixed under Fertilizer Policy 2001 while domestic sector is being subsidised on socio-economic considerations. The position of estimated annual subsidy/cross subsidy (at current prices) for domestic and fertiliser sectors works out as follows: (i) domestic Rs 25.704 billion; (ii) fertiliser Rs 17.010 billion.

Details of subsidy to the fertiliser sector are as follows: Pak Arab- Rs 3.431 billion, Dawood Hercules- Rs 2.863 billion; Pak American-Rs 1.853 billion; Engro fertiliser- Rs 4.207 billion.FFBQL (old allocation)-Rs 3.986 billion and FFBQL (additional allocation) Rs 670 million.

Petroleum Ministry is also of the view that gas is also being supplied to fertiliser factories directly from Mari Gas Company and the gas is not injected into system due to lower BTU. Since the prescribed price of Mari Gas Company is much lower than sale price of Rs 102.01/ mmbtu, therefore no subsidy is involved in that case.

Natural gas, being most economical, is the fuel of choice for most of the industries. All other sectors including textile are agitating against the cross subsidy policy as their products are becoming uncompetitive in the international market.

"Both Ministries have requested the MoI&P to give due considerations to all relevant factors before finalisation of fertiliser policy," sources added.
POL Prices Hiked Up To Rs 7 11 Litre 
(Business Recorder 01-11-2010)
 ISLAMABAD  (November 01, 2010) : The government on Sunday increased petroleum products' prices up to Rs7.11 per litre in line with increase in global oil prices, effective from November 01.

According to the notification of Oil & Gas Regulatory Authority (Ogra), the price of petrol has been increased by Rs5.97 per litre, HOBC Rs7.11 per litre, High Speed Diesel (HSD) Rs4.51 per litre, Light Diesel Oil (LDO) Rs4.27 per litre, kerosene oil Rs5.15 per litre, JP-1 (local) Rs4.61 per litre, JP-4 Rs5.29 per litre and JP-8 Rs4.61 per litre. After the increase, the new prices of petrol stand at Rs72.96, HOBC Rs86.67, HS Rs78.33, LDO Rs66.61, Kerosene Rs70.95, JP-1 (local) Rs60.26, JP-4 Rs57.45 and JP-8 Rs59.96.

Addressing a press conference, Ogra spokesman Syed Jawad Naseem said that the reason of the recent increase in the petroleum products' price was the price hike in international market.

After changing in prices of petroleum products, government would continue charging Rs 10 per litre petroleum levy (PL) on petrol, Rs8 per litre on HSD, Rs 14 per litre on HOBC, Rs3 per litre on LDO and Rs6 per litre on kerosene oil.
Massive Misuse Of Dtre 
(Business Recorder 01-11-2010)
EDITORIAL  (November 01, 2010) : The Auditor General of Pakistan has unearthed what has been reported as the massive misuse of a Duty and Tax Remission for Exports (DTRE) scheme. The culprits, according to the AG's office, are the exporters who availed tax concessions on the import of raw materials/inputs without providing documentary proof. Abuse is quite obviously not possible without the Federal Board of Revenue (FBR) staff being complicit in the 'misuse'.

The introduction of the DTRE scheme was premised on sound economic principles: to provide incentives to the country's exporters who, it was correctly argued, would consequently be enabled to increase the country's foreign exchange earnings and thereby provide critical support to the balance of payments. Considering that the government was struggling with a crisis of foreign exchange reserves that compelled it to go on the International Monetary Fund (IMF) programme in 2008, the scheme must have appeared as sound economic strategy.

What it failed to take note of was the culture prevalent in the FBR, acknowledged by former Finance Minister Shaukat Tarin as the most corrupt entity in the country and the failure of the four finance ministers, including the incumbent Dr Hafeez Sheikh, to take effective measures to combat corruption within FBR as a more appropriate measure to meet the government's objectives with respect to revenue generation, mainly because the staff of FBR fall within its own ambit.

It is fair to say that Pakistani exporters have been labouring under a world-wide recession that reduced the demand for our consumer-based exports as well as a severe energy shortage that continues to compromise the capacity of the productive sector to operate at capacity. In addition, the high-interest rate regimen has kept the cost of borrowing by the productive sector high, which had its own negative fallout. These three critical factors need to be dealt with on an emergent basis and the onus to ensure that these challenges are met rests with the federal government.

Thus, it is the government's responsibility to ensure that in all cases where there has been misuse of the facility, the name of the attendant FBR officer be identified and an investigation undertaken and, if found complicit, appropriate measures must be taken against that staff member. Exemplary action against the offending FBR staff members is the normal way used by tax collecting authorities around the world to ensure that corruption is at a minimum, which would automatically reduce the 'misuse' of the facility by the exporters.

There is also a need for the government to focus on the cost of non-imported basic inputs. The two almost universal basic inputs for most exporters are electricity and cost of borrowing. Thus any strategy to promote exports must contain an element of ensuring that input costs are comparable to that of our competitors. Unless the federal government can ensure some parity between the costs borne by our exporters with those borne by competitors in neighbouring countries, our exports would continue to suffer.

What must also be borne in mind is that the refund schemes that the government has periodically offered the productive sectors have been invariably compromised by the delay in reimbursement, due no doubt to the government's perennial resource constraints. For effectivity of any refund scheme, it has to be prompt as that would enable the exporter to have the funds available for meeting his other costs.

What is unfortunate though is that with the rising demand for funds by the country as a consequence of the floods, with the tax for the Internally Displaced Persons (IDPs) already successfully challenged in the courts and the FBR considering refunding that amount, the tax system as well as its administration, is coming under increasing criticism domestically as well as internationally. This judgement would obviously compel the country's economic managers to revisit their earlier proposals to levy a one-time flood tax - be it on income, imports, sales, or urban property. It is not yet clear what the Finance Ministry will opt to do, either in terms of raising revenue as a complete set of alternative proposals is available with it, courtesy the FBR, and where to slash expenditure, an exercise to this effect already carried out by the Planning Commission and submitted to the Ministry for final approval.
