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 Load Shedding Extended 
(Dawn 13-10-2010)
 KARACHI, Oct 12: The Karachi Electric Supply Company on Tuesday increased the duration of each cycle of load-shedding by 30 minutes for all residential and commercial areas because of what it claimed a “sudden fall” in the volume of gas supply.—Our Reporter
Reformed GST May Be Delayed 
(Dawn 13-10-2010)
 ISLAMABAD, Oct 12: Reformed GST’s implementation may be delayed due to differences between Sindh and Punjab governments and strained PPP-PMLN relationship over distribution formula of revenues collected from GST on services.

PPP spokesperson Fauzia Wahab alleged that the PML-N was using the Punjab government card to create new hitches in the implementation of the reformed GST.

A senior PML-N parliamentarian criticised the Sindh government for demanding RGST collection on services and said that the Sindh government was causing delays in the implementation of RGST by creating lacunas in the tax module.

“All other provinces have authorised the FBR to collect GST on services but only Sindh has decided to collect itself which is the root cause of the delay,” said the PML-N parliamentarian. 

The standing committee on RGST, headed by the federal finance secretary, is scheduled to finalise things over the new tax by Oct 15, but the committee failed to reach consensus in its previous meeting on Oct 8 and the next meeting is scheduled for Oct 14.

However, Sindh and Punjab have locked horns over the clause of an agreement that was accepted by all stakeholders last month.

The clause relates to distribution of revenues collected from the services that have substantial input and its origin of province is not determined.

In the last meeting, officials from the Punjab said that the issue can only be settled if historic data is available, but Sindh maintained that as RGST has never been imposed earlier, therefore, previous data cannot be produced.

An official of Punjab’s finance department said that distribution of resources should be on the basis of population as previous record of various services shows.

Pakistan had agreed with the IMF that it would implement the Value Added Tax from July 2010, but after opposition from various quarters, the government decided to rename the tax as Reformed GST and the IMF was assured that it would be implemented from Oct 1.

As implementation of RGST awaits legislative approval, an official of the Federal Board of Revenue said the new draft of the RGST is almost ready, but a senior finance ministry official said the draft would be finalised after resolving issues between provinces.
Conversion Rates 
(Dawn 13-10-2010)
 KARACHI: The following are October 13, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds. 

US dollar Rs 86.0856

Japanese yenRs 1.0493

Pound sterlingRs136.2391

EuroRs 118.9186

LIBOR 

The following is Libor rate for calculating interest on special US dollar bonds for October 12. 

Libor For 6 months0.45%
Rising Global Cotton Prices Indians Back Out Of 1m Bales Export Deals 
(Dawn 13-10-2010)
 LAHORE, Oct 12: Pakistani spinners will hardly be able to import any cotton from India this year because Indian traders are backing out of their sales contracts due to the commodity’s rapidly rising global prices.

“The Indian traders have cited new cotton export regulations and licensing requirements for exporters as an excuse for cancelling their sales contracts with Pakistani importers. 

“But we know that they are terminating contracts because of a sharp jump in global prices during the last several weeks,” says Gohar Ejaz, chairman All Pakistan Textile Mills Association (Aptma) as he urged to government to take up the matter with New Delhi at the diplomatic level. 

The new Indian cotton export regulations are meant to keep the cotton exports from exceeding the permissible quantity of 5.5 million bales and to ensure its availability to domestic textile industry at reasonable prices.

The Pakistani spinners had made contracts for the import of more than one million bales from India in September for Nov-Dec delivery at $0.80-0.90 per pound. With the current global prices increasing to 15-year high of above $1.10 cents a pound on supply concerns, the Indian traders stand to lose a great deal of money if they keep their contracts with Pakistani industry, spinners say.

Pakistan faces a shortage of around four million bales due to destruction of more than two million bales in recent floods. Aptma, however, believes that the shortages could not be more than two million bales at the spinning industry’s current consumption requirements of 15 million bales.

Mr Gohar told reporters after the first meeting of Aptma’s central managing committee (CMC) that some Pakistani exporters had already registered themselves for the export of 250,000 bales of cotton. 

“In spite of cotton shortages for the domestic spinning industry, we do not want the government to take any action to stop export of cotton because we believe in free market mechanism and are paying the growers international price for their crop,” he emphasised.

He said Pakistan’s textiles could earn additional export revenue to the tune of $4 billion this year by transferring the increase in cotton prices to foreign buyers. Another $1 billion would be added due to the trade concessions given by the EU, thus taking the country’s total textile exports to $15 billion from $10 billion.

Mr Gohar said the growers had sold their last year crop of 12.7 million bales for Rs260 billion. “This year they will earn Rs400 billion from the same crop size because of the rapid hike in global prices.”

Nevertheless, he stressed that the government would have to ensure and give a firm commitment to the industry that it would not tamper with the free market mechanism as it did last year. 

The Aptma chief also called for abolishing six per cent duty on import of polyester staple fibre (PSF) for one year to encourage its use in view of worldwide global cotton shortage of four million bales.

He said the domestic demand of PSF was over 40,000 tons per month against local production of 30,000 ton. “Our planners surprisingly increased the duty on polyester 

Indians back out of 1m bales export deals from 4.5 per cent to six per cent in the new budget,” he said. Moreover, there was no refund of duty on export of textile products using PSF. 

He said RGST should not be imposed on the entire sector because 85 per cent of the total manufactured textiles were exported. If the government wanted to impose RGST, it should be done only at the final stage on domestic sales, he suggested.

Talking about the EU trade concessions Mr Gohar urged the government to seek duty free access for home textiles and knitwear to substantially increase Pakistan’s textile exports to Europe.
ITBAK Seeks Extension In Return Filing Date Till Nov 30 
(Dawn 13-10-2010)
 KARACHI, Oct 12: The Income Tax Bar Association Karachi (ITBAK) has urged the Federal Board of Revenue (FBR) to further extend the tax returns filing date from Oct 15 to Nov 30, 2010. 

Supporting its demand the tax bar argued that frequent electric failures is one of the main cause for obstructing the process of preparing returns and statements either manually or on FBR’s web portal. 

The FBR’s web portal is very slow and time for preparing and feeding returns and statements quickly lapses resulting in erasing of the fed data. It needs repeated efforts to get the required results. 

This is also slowing down the process of preparing and filing the returns and statements and the ITBAK had brought this to the notice of relevant authorities at the Regional Tax Office (RTO), Karachi. 

Furthermore, the recent super floods devastated the economy and the downturn is a major obstacle in collecting the information required for filing returns and statements for the tax year 2010. 

The ITBK also complained about the computer programme installed in the web portal as it has lots of problems. Citing an example the tax bar stated that the tax rates, rebates and refunds have been wrongly calculated. The saved data shows some other figures from the data fed into the computer. 

Keeping in view host of problems the ITBK strongly feel that more time would be needed to collect much needed revenue for the national economy and for this further extension in filing of tax returns was necessary.
Two-Day Gas Load Shedding For Industry, One For CNG 
(The News 13-10-2010)
  ISLAMABAD: The government has decided to enforce two-day gas loadshedding for general industrial sector and one day CNGholiday in a week from November 15 to manage the huge gas deficit of about 1.23 billion cubic feet gas per day (bcfd) in the forthcoming winter season. 
Mercifully, there will be no gas loadshedding for domestic and commercial consumers this time, a senior official at the Ministry of Petroleum and Natural Resources told The News. The decision was taken in a meeting, chaired by Minister for Petroleum and Natural Resources Naveed Qamar here in Islamabad on Tuesday, under which there will be two-day gas supply closure to the general industrial sector and once day to CNG stations in a week in staggered form. 
Under the original proposal, the official said, two-day gas holiday to CNG stations was proposed, but the minister said the government intends to ensure maximum relief to the masses so the CNG stations will remain closed only for one day in a week and there will be no gas loadshedding for domestic and commercial sectors. However, the meeting decided to close the gas supply to the industrial sector for two days in a week. 
When contacted, Naveed Qamar confirmed the decisions taken in the meeting but said that the gas load management plan will be presented for approval to the ECC meeting scheduled on October 15. 
A senior official, who attended the meeting, said that the country right now was producing 4 billion cubic feet gas per day while the demand stands at the higher side i.e. 5.23 billion cubic feet, worked out for November to January period. The demand would keep on fluctuating in the said period depending upon the intensification of cold and fog. The gas deficit would stand at 1.23 bcfd on an average in the said period. However, it may swell to 2 bcfd in the month of January.
The official said that last year, the demand for gas in the winter season stood 4.9 billion cubic feet per day. According to him, the gas supply had improved this time as one important gas field at Makori had joined the system and the stable supply of gas from Qadirpur gas field had also been ensured as the installed compressors in the said gas field would start working from early November. But, at the same time, consumption had also gone up.
Economic experts are of the view that the two-day gas loadshedding to fertiliser, textile and other industrial units will inflict a huge damage to economic activities, which have already slowed down. The people are already experiencing power outages of 7-9 hours across the country, which will surge in the winter season as the hydro generation would touch its lowest ebb in the three-month period because of slow releases of stored water in the dams. They said the top priority must be given to power and industrial sectors in terms of gas allocation. 
Under the gas allocation management policy 2007, which is still applicable, the top priority for gas allocation is given to domestic and commercial sectors, then fertiliser sector and textile units come. The general industrial sector and CNG stations occupy the next two places while the power sector and cement sector stand at 5th and 6th positions respectively in terms of gas allocation. 
The official said the government had also decided to provide for nine months in a year 38 million cubic feet gas per day to each of four new IPPs (Independent Power Producers) that include Safair, Orient, Saif Energy and Halcrow. In addition, the government has also allocated 100 mmcfgd to the new plant of Engro, also for nine months in a year, excluding the three months of winter. This will help the country become self-sufficient in production of fertiliser.
Duration Of Power Outages Increased
(The News 13-10-2010)
 Amid widespread complaints of frequent power outages in the city, the Karachi Electric Supply Company (KESC) announced on Tuesday that it had been forced to increase the duration of load-shedding spells by 30 minutes during each cycle for all residential and commercial areas because of a sudden fall in the volume of gas supply to the utility since Monday night.
As per the announcement of the KESC, the people of the majority of residential areas in the city would experience load-shedding of four-and-a-half hours duration a day, while those living in the areas with higher instances of electricity pilferage would suffer load-shedding for six hours a day. 
The new load-shedding regime would continue till the restoration of the normal gas supply, said a KESC spokesman. Any further decrease in the gas supply would worsen the power situation in the city.
According to the spokesman, from 3pm on Tuesday, in the normal loss areas the usual one-hour load-shedding spell three times a day had been increased to one-and-a-half hours each, while in the high loss areas, the duration of each of three regular load-shedding cycles has been extended to two hours from the previous duration of one-and-a-half hours.
The timing for the start of the load-shedding cycles already fixed for different areas will remain the same as before. 
According to the spokesman, the gas supply to the KESC was drastically curtailed on Monday night to a bare minimum of 160 MMCFD as against the approved quota of 276 MMCFD.
Meanwhile, the KESC announced later on Tuesday evening that due to shortage of gas supply, the power utility would carry out load-shedding at all the industrial feeders in the city from 7pm to 11pm on a rotational basis. 
Meanwhile, well before the KESC announcement, the residents of parts of Gulshan-e-Iqbal, Federal B Area, Korangi, Orangi Town, Shah Faisal Colony, Clifton, DHA, Malir and Landhi complained of increased instances of power failures and load-shedding. 
In several areas, people complained that for the past some days, they had been undergoing intermittent spells of power outages of 30 to 45 minutes’ duration several times a day in addition to the three regular spells of load-shedding.
MQM Will Not Accept Flood Surcharge
(The News 13-10-2010)
 A crucial core committee meeting of the PPP and the MQM is scheduled to be held within the next 48 hours where the Muttahida will present a recommendation strongly opposing the flood surcharge in the province. Sindh Health Minister Dr Sagheer Ahmed said this while talking to The News at his office on Tuesday and said that the recommendation would later be sent to the Chief Minister. 
The core committee meeting will be held after a gap of more than three months.
He said the President and the Prime Minister had already been apprised of the rejection of the flood surcharge by the MQM.
When asked to explain what happened at the meeting at Bilawal House, he said that President Asif Zadari suggested imposition of the flood surcharge.
Dr Sagheer said that the MQM was not taken into confidence and would never accept such a surcharge.
The Minister said that the President assured that the Chief Minister, Sindh, would take the MQM into confidence. Dr Sagheer said the MQM will never compromise over flood surcharge and said imposition of additional tax on the salaried class in the name of flood surcharge would never be acceptable. He said that the presentation by MQM at the core committee would demand levying of tax on the agriculture income of big feudal lords instead of burdening the people with the new tax.
He said the land reforms bill presented by Dr Farooq Sattar in the National Assembly on Tuesday was indicative of Altaf Husain’s Jehad against feudalism.
Dr Sagheer said that the next very vital matter to be discussed was to decide as to how the Local Government Act, 2010, could be passed by the assembly so that Sindh Government could apply to the Election Commission of Pakistan for holding local bodies election.
Replying to a question he said MQM has never given up for holding LB elections and will continue efforts so that LB election be held as early as possible. They are already late.
It may be noted that Sindh Governor Dr Ishratul Ebad Khan postponed LB elections by promulgating four ordinances and the last one was due to the flood.
Sindh Minister for Local Bodies Agha Siraj Durrani said that the PPP was ready for legislation but the delay was because of the MQM as, according to Durrani, Dr Sattar remains abroad most of the time.
FBR Gives Conditional Relaxation To E-Filing 
(The News 13-10-2010)
 KARACHI: The Federal Board of Revenue (FBR) on Tuesday allowed one-month relaxation in filing income tax returns electronically on the condition that it must be done through manual system by Oct 15 deadline, an official said.
The decision was taken after tax practitioners informed the revenue body about practical difficulties, including increased e-filing activity in the last date of filing of income tax returns and statements, said Asrar Raouf, Member Policy Direct Taxes.
“The taxpayers, who are facing difficulties, may submit hard copies of the income tax returns/statements by the due date,” he said.
“But they are asked to file electronically by November 15, otherwise the income tax return/statement would not be deemed to have been filed and necessary proceeding under the law would be initiated,” said Raouf.
The facility is granted to those taxpayers, who pay their liability by Oct 15. “Besides, no refund claim would be processed till e-filing,” he said.
The taxation authorities have made mandatory the e-filing of income tax returns for companies, non-resident ship-owner charterer, any person registered for sales tax, Association of Persons (AoPs), and any person claiming refund.
Besides, salaried class having income over Rs0.5 million is also liable to file returns electronically.
The electronic filing of withholding statements was also made mandatory for companies, AoPs and federal government departments.
The revenue body had recently extended the last date for filing income tax returns by corporate, businesses and salaried individuals up to Oct 15 from August 31 in the wake of situation, arising out due to massive flash floods and other related matters.
The tax authorities have decided to take stern action against the non-compliance of e-filing and impose up to 25 percent of the tax payable as penalty, under the Income Tax Ordinance, 2001.
Meanwhile, the Income Tax Bar Association (ITBA) has lauded the decision and said frequent electric failure is one of the main causes for slowing the process of preparing the returns and statements either manually or on the FBR’s web portal.
In a statement issued on Tuesday, ITBA President, Ali A Rahim, said that the revenue body’s web portal is very slow and time for preparing and feeding the returns and statements quickly lapses, resulting in the erasing of the fed data.
“It needs repeated efforts. This frustration is also slowing down the process of filing returns and statements,” he said.
He requested the FBR to extend the last date for filing returns and statements electronically up to Nov 30.
Textile Sector Posts Nine-Fold Increase In Earnings 
(The News 13-10-2010)
 KARACHI: The textile sector posted a robust nine-fold increase in its net earnings in the fiscal 2010 with sub-sectors spinning and weaving reported huge profits against losses they incurred during the previous year, a brokerage house reported on Tuesday.
The sector registered phenomenal earnings growth of nine-fold or 690 percent on yearly basis to reach Rs16.62 billion from Rs2.10 billion recorded during last fiscal year, said Rabia Tariq, an analyst at JS Research.
“Earnings of the textile sector did not only surged on the back of better product prices in export and local markets, but also owing to an uptick in volumes and the rupee’s depreciation versus the dollar.”
“The rupee depreciated by six percent on an average against the dollar in the 2010,” she said.
“The spinning was the star performer of the entire textile sector.”
For the sector analysis, the brokerage house put together a sample of 26 spinning, five weaving and 17 composite companies, which represent 80 percent, 98 percent and 86 percent of the market capitalisation of their respective sub-sectors at the Karachi bourse.
Majyd Aziz, a textile tycoon and former president of the Karachi Chamber of Commerce and Industry (KCCI), said that the sector has booked unprecedented earnings, owing to receipt of better price in the national and international markets during the last four to six months.
The industry has the potential to maintain this higher pace of growth in the years to come, but for this, the government has to overcome energy shortfall. And if the European Union waive import duty on Pakistan’s apparel and home textile products under its proposed list, then the textile sector has a long way to go, said Aziz.
However, this growing scenario did not support the government’s case of considering the withdrawal of zero-rated tax facility from the textile sector.
“If the government withdraws the zero-rated tax exemption from the textile sector, it will result into blocking of our working capital and will reopen corridors of corruption in the tax department. In that scenario, the textile production may hurt badly and result into restoring us back to loss-making period.”
Rabia Tariq said that high cotton and yarn prices, especially in the second half of 2010 augmented revenues and pushed gross margins up by 212 basis points to 17 percent.
A growth of 36 percent under the head of other income and 14 percent decline in the finance cost further supported the earnings growth, she said.
The spinning sector ascended into profitability, earning Rs7 billion against a loss of Rs1 billion last year.
The sub-sector performed extremely well during the period under review with revenues escalating to Rs86 billion from Rs63 billion in 2009, up by 36 percent.
“This was predominantly on the back of a global production shortfall, which pushed up cotton and yarn prices in the latter half of the year. Consequently, domestic spinners, in addition to the local market, were able to increase sales in the international markets, earning hefty margins due to lower procurement prices.”
Export of cotton yarn increased by 27 percent on a yearly basis to $1.4 billion with average export cotton yarn prices rising to record levels during the second half of the current year.
Similarly, weaving sector posted a profit of Rs286 million from Rs110 million losses it booked in 2009. The net profit of composite sub-sector during the period under review improved by 187.5 percent to Rs9.25 billion against Rs3.22 billion in 2009.
Meeting To Discuss Flood Tax Next Week 
(The News 13-10-2010)
 KARACHI: A meeting of the coalition partners in Sindh government is to be held in the coming week at the Chief Minister House to develop consensus on the thorny issue of one-time flood tax, sources told The News on Tuesday.
The proposed imposition of flood tax is at a very nascent stage with no fundamentals and estimates on the ground as the proposal invited severe opposition by one of the key coalition partners in Sindh government, Muttahida Qaumi Movement (MQM).
“No details regarding quantum of collection and procedure, are available at the moment as the issue has become quite controversial,” a high ranking official at the Sindh Finance Department said on the condition of anonymity.
If the consensus was developed at the upcoming meeting on the imposition of the tax, it would follow constitution of a team to devise the framework, the official said.
The provincial government has set the flood tax collection target of Rs2.5 billion.
Following the approval of the flood tax by the Sindh government last week, MQM alleged that it was not taken into confidence over the proposed tax.
Pakistan Peoples Party (PPP) Information Secretary Fauzia Wahab said that the flood tax would only be imposed on wealthy people.
MQM leader Babar Ghouri called the tax unfair and said that his party would fight against the imposition of the flood tax. Adviser to the Sindh Chief Minister Kaiser Bengali said that it will be a remarkable achievement if the provincial government collects Rs2.5 billion under the head of flood tax. Bengali said the province had suffered a loss of approximately Rs447 billion in floods devastation.
EU To Urge Trade Breaks To Help Flood-Hit Pakistan Official 
(The News 13-10-2010)
 BRUSSELS: The European Union (EU) will urge countries to join it in granting Pakistan trade breaks to help the country cope with the widespread floods, while calling on Islamabad to pursue reforms, an EU official said on Tuesday.
Representatives of 23 countries, as well as officials from the World Bank and the Asian Development Bank, will meet in Brussels on Friday to assess what long-term financial help Pakistan needs to recover from the floods.
The assessment, from the Friends of Democratic Pakistan group, will be forwarded to a meeting of donor countries to be held in Islamabad in November.
While offering Pakistan support, and urging other countries to follow its lead with trade breaks and economic incentives, the European Union will call on Pakistan to reform its administration, including by broadening its tax base.
“The aim is to send a strong signal of solidarity to Pakistan,” an EU official said. “And it’s an opportunity for Pakistan to present a plan for reconstruction, including economic and institutional reforms.”
Pakistan says it needs more international support, including greater market access, to help stabilise its economy after devastating floods, which have killed more than 1,900 people and affected at least 20 million.
It also maintains that militants could exploit its economic crisis and any political instability.
The EU, many of whose countries have soldiers fighting militants in Afghanistan, announced a scheme last week to suspend tariffs on 75 types of Pakistan-made goods accounting for about 27 percent of exports to the EU.
The EU institutions and member states have also pledged some 400 million euros in aid.
Officials say the EU trade breaks would increase Pakistani sales in the bloc by about 100 million euros ($139 million).
Many leading Pakistani textile manufacturers say, however, the EU concessions will be largely meaningless unless the country’s main products ñ bed-linen and knitwear — are on the list of duty-free items receiving tariff cuts.
The Friends of Democratic Pakistan forum groups countries, including Britain, China, France, Germany, Japan, Saudi Arabia, Turkey and the United States, as well as the European Union and the United Nations, to support economic development in Pakistan and to fight terrorism.
Cotton Spot Rate Rises To Rs7,350 Per Mound 
(The News 13-10-2010)
 KARACHI: The spot rate of the average-quality lint rose by Rs100 to reach Rs7,350 per maund for the third straight day on Tuesday due to a surge in the international market, dealers said.
“Both buyers and sellers are busy monitoring fluctuations in the commodity prices at the International Commodity Exchange (ICE), New York and if the prices go up, local ginners strike deals of cotton bales at higher rates,” said Shakeel Ahmed, a leading cotton trader at the Karachi Cotton Exchange.
“The ICE continues to go up, but there are reports in the market that international prices will fall in the days to come due to record cotton output from India.”
He said India will start cotton export from November 1 and Pakistani mill-owners had already booked 0.522 million bales of raw cotton with their counterparts in India.
Moreover, seedcotton (Phutti) prices slightly increased to Rs3,350 and Rs3,300 per 40kg in Sindh and Punjab, respectively in the wake of a rally in the world market.
Ahmed said that the weather conditions are beneficial for the standing cotton crops, therefore, the ready market business gained momentum as over 38,500 bales were sold in the country.
The market turnover stood at 38,600 bales of raw cotton (170kg each), including 3,000 bales from Tando Adam; 2,000 bales each from Shahdadpur, Mirpurkhas and Sanghar; 1,800 bales from Salehpat; 1,400 bales from Hasilpur; 1,000 bales from Rohri, Mehrabpur, Nawabshah, and Ranipur; 400 bales from Pirmahal; 3,200 bales in mill-to-mill deals, varying between Rs7,200 and Rs7,500 per maund and 2,000 bales each from Haroonabad, Fort Abbas, Burewala and Rajanpur; 2,400 bales from Fazilpur; 1,200 bales each from Mian Channu and Mianwali; 800 bales from Chichawatni; 600 bales from Bahawalnagar; 200 bales from Bahawalpur, Gojra, Mongi Bangla, Gaggo Mandi and Dera Ghazi Khan; and 3,600 bales in mill-to-mill deals, ranging between Rs7,250 and Rs7,500 a maund.
Moreover, the US cotton extended its gains for the fourth straight day as raw cotton for December and March contracts surged 3.33 and 3.83 cents to 110.50 and 108.57 cents per pound, respectively at the International Commodity Exchange (ICE), New York.
Textile exports would fetch additional $4bn this year’ 
(The News 13-10-2010)
 LAHORE: Pakistan textiles would fetch $4 billion additional this year only on increase in its locally-produced basic raw material (cotton) rates, while another $1 billion would be added due to the tariff concessions provided by The European Union, taking the textile exports to $15 billion, an official said on Tuesday.
All Pakistan Textile Mills Association (APTMA) Chairman Gohar Ejaz told this to The News after the first meeting of the APTMA central executive committee.
Farmers got Rs260 billion from last year’s crop of 12.7 million bales, he said.
“This year, the farmers would pocket Rs400 billion from the same crop size due to increase in the global cotton rates,” he said. The increase in cost would be reflected in higher export prices, said Ejaz.
The exports could reach much higher level if the government withdraws six percent duty on polyester fibre that can be used as an alternative to cover the unexceptional shortage of cotton in the global market.
He demanded the government to waive all duties on polyester for at least one year, keeping in view the exceptional stress on the availability of fibre.
He said the demand of polyester fibre in domestic spinning industry is over 40,000 tons, while the production capacity of local operating industry is 30,000 tons.
Many countries are now blending cotton with polyester to cover cotton shortage, he said.
“Our planners surprisingly increased the duty on polyester from 4.5 percent last fiscal year to six percent this year,” said Ejaz.
Moreover, he said there is no refund of duty on export of polyester, although all exports in Pakistan are zero-rated.
The APTMA chairman said that the central executive committee is optimistic that despite flood loss the cotton crop size this year would be the same as that of last year.
He said the industry would still need to import two million bales to cover the gap between local supplies and demand.
Despite shortage of cotton for the industry, 250,000 cotton bales had already been booked for exports, he said.
However, APTMA strongly favours free market mechanism so that the farmers get global rates for their produce, he said.
He expressed hope that the government would not tinker with the free trade concept as it did last year.
He regretted that Indians have refused to entertain confirmed export orders of one million bales.
FBR To Launch 'Consumers Lucky Draw 
(Business Recorder 13-10-2010)
 ISLAMABAD (October 13 2010): The Federal Board of Revenue (FBR) has decided to announce a new kind of lucrative scheme "Consumers Lucky Draw" as an incentive to the general public for documentation of the national economy, broadening the tax-base and increasing revenue collection during 2010-2011.

A senior tax official on condition of anonymity told this scribe on Wednesday that "Consumers Lucky Draw" would offer expensive prizes on submitting invoices/documented receipts of purchases, shopping and dining at restaurants/hotels etc.

The scheme would offer grand prizes to attract maximum consumers to particulate in the "Consumers Lucky Draw". The FBR has finalised the plan and submitted to the Ministry of Finance for final approval. The FBR has taken a U-turn for the documentation of the economy by introducing such kind of schemes beside enforcement and legal actions against the non-compliant businessmen.

According to the salient features of the "Consumers Lucky Draw" the government would allocate huge budget for the scheme to pay cash prices on monthly or quarterly basis. The scheme would play an important role in the documentation of economy by encouraging tax culture where receipts would be demanded from shop, retail outlets, shopping malls, hotels and restaurants etc.

The consumers would submit the purchase receipts, sale invoices and other receipts to the FBR for participation in the draw. The FBR will offer a wide range of prices to the participants and use these invoices/receipts to broaden the tax-base. A grand function would be held at the FBR on regular basis to announce names of the winners. In this way, the FBR will be able to track all documented and undocumented business units and establishments with the help of data available with the general public.

The FBR would also be able to document persons making purchases on credit cards and those having receipts of huge purchases, but operating out of the tax net. So far, it has not been decided whether the FBR would seek National Tax Number (NTN), Computerised National Identity Card Number (CNIC), residential address or telephone number of the consumer taking participation in the "Consumers Lucky Draw" for identification purposes.

Sources said that the "Consumers Lucky Draw" would attract maximum consumers through awareness campaign under the drive to document the economy. The FBR has offered different amnesty schemes in the past for the regularisation of un-disclosed income and assets, but such schemes have been failed.

It is important to mention that the FBR has not been able to bring rich class into the tax net and enforcement actions like arrest of defaulters has been withdrawn by the board. The new strategy to offer schemes of lucky draw seemed to be a successful attempt to encourage people to operate under the tax net.
Income Tax Returns Non-Filers' Names To Be Removed From ATL World Bank Informed 
(Business Recorder 13-10-2010)
 ISLAMABAD (October 13 2010): The Federal Board of Revenue (FBR) has informed the World Bank (WB) that the names of non-filers of income tax returns for 2009 would be removed from the Active Taxpayer List (ATL), which would impose restrictions on business transactions being carried out by non-compliant taxpayers.

Sources told Business Recorder here on Wednesday that the FBR has submitted a plan to the WB about gradual imposition of restrictions on the inactive taxpayers, who are either non-filers of income tax returns or sales tax returns or withholding tax statements.

The restrictions on the non-compliant taxpayers would be systemically tightened to exclude non-compliant taxpayers from the ATL. In some cases, the FBR will exercise the authority to withhold refunds of those persons, whose names have been excluded from the Active Taxpayer List (ATL) to impose restrictions on the non-compliant taxpayers.

According to WB review mission report on ATL, the ATL implemented by FBR is a successful initiative. The restrictions to the use of sales tax adjustment from sales taxpayers who are not in the ATL are in place. These taxpayers' imports are not allowed to enjoy facilitation services on customs side. The government agencies and even private companies are requiring that their suppliers fall within the category of the ATL.

The FBR has recently extended the ATL to the income taxpayers through the Finance Act 2010. Some restrictions may now be applied to IT taxpayers who are not in the ATL. However, expense deductions resulting from purchases from taxpayers who are not in ATL cannot be disallowed according to the Income Tax Act.

To expand the system, in the short term, FBR would remove from the ATL the income taxpayers who did not file the 2009 income tax return. In case of both income tax and sales taxpayers, the FBR will apply the restrictions already in place for sales taxpayers. For the remaining taxpayers, the FBR will not pay their refunds, would not allow them to sell to government agencies and not provide them tax certificates until they have resolved the problem that removed them from the ATL.

For the Financial Act 2011, the FBR could consider changing the Income Tax Act to disallow deductions resulting from purchases of income taxpayers who are not in the ATL. Moreover, the FBR should review the restrictions applied to sales tax and income taxpayers who are not in the ATL, with a view to gradually making them stricter.

The WB has recommended the FBR to exclude from the active taxpayer list those taxpayers who should have filed an income tax return in 2009 but have did not file one. The FBR should start applying restrictions to income tax payers who are not in the ATL. The FBR should consider proposing a change to the Income Tax Act to disallow expense deductions from purchases from non ATL, income taxpayers.
Rs 12 Billion Decline In Export Financing 
(Business Recorder 13-10-2010)
 KARACHI (October 13 2010): Financing under Export Finance Scheme (EFS) for export promotion witnessed a decline of Rs 12 billion in the first half of 2010, from its peak of Rs 198 billion in December 2009 to Rs 186 billion at the end of June, 2010. The rising mark-up rate of EFS may be a major reason of decline in financing as the following the directives of IMF to rationalise the mark-up rates under the EFS, SBP is gradually increasing the mark up rates.

Currently, the central bank is providing financing under EFS at 9 percent to banks and, with one percent margin, banks are making disbursement of loans for export purpose at 10 percent mark-up. The outstanding financing under Export Refinance Schemes (EFS) has also decline by some Rs 8 billion during the quarter ended on June 30, 2010, as exporters focused on the realisation of export proceeds to match the performance requirement against already availed loans.

According to State Bank of Pakistan, during the quarter under review, the EFS outstanding amount declined to Rs 186 billion as on June 30, 2010 as compared to Rs 193 billion in March 2010. At the end of June 2010, EFS witnessed a decline of some 4 percent, or Rs 7.8 billion, as compared to preceding quarter, but grew by 5 percent when compared to the same quarter of last year 2009, in which outstanding amount was Rs 177 billion.

The disbursements during the quarter declined by Rs 64 billion against Rs 150 billion in the previous quarter, although the EFS limits were increased to Rs 232 billion from Rs 228 billion as compared to previous quarter (March-2010). The private sector banks stand as a major banking group participating in the Export Finance Scheme with highest share in the outstanding EFS at Rs 163 billion, having a share of 88 percent, followed by public sector banks with Rs 11 billion, or 6 percent.

Commodity-wise trend exhibited textile sector at the top with 62 percent share, or Rs 115 billion, of the total amount of Rs 186 billion, followed by edible goods with Rs 27 billion or 14 percent share. Both sectors showed decline of 1 percent and 9 percent, compared to March 2010 quarter but on YoY basis increased 2 percent and 26 percent respectively.

This decline reflected the overall decline in the amount outstanding under EFS and is due to adjustments of outstanding financing made under Part II of the EFS. The disbursements and the outstanding to the sectors are expected to increase as disbursements against the rolled over facility increase after the month of August. The maximum increase of 36 percent was attributed to the machinery sector compared to March, 2010 position, whereas YoY basis sports goods showed the highest decline of 19 percent.

By the end of FY 10, total number of borrowers under EFS stood at 1,830 with average loan size of Rs 102 million. A slight increase of almost 6 percent was recorded in total number of borrowers during the quarter under review as compared to previous quarter.

Borrowers were found accumulated in four major cities--Karachi, Sialkot, Lahore and Faisalabad--as observed in the previous quarters. According to banks' data for the quarter under review up to 90 percent borrowers are from these four cities where only Karachi & Sialkot have almost 62 percent of total beneficiaries under the Scheme.

Similarly, almost 94 percent EFS funds are accumulated in the said cities and almost 48 percent funds have been availed by only Karachi-based exporters. The average loan size availed by borrowers under EFS varies from region to region.

During the quarter under review total number of participating Islamic banks was 11, comprising 4 Islamic banks, 6 conventional banks' Islamic banking operations and 1 foreign Islamic bank. The limits assigned under the scheme were increased by 5.6 percent to Rs 19 billion from Rs 18 billion in March 2010. Total Islamic Export Refinance Scheme (IERS) financing outstanding at the end of the quarter stood at Rs 11 billion, with no change compared to previous quarter.

Under the Long term financing facility for plant and machinery, limits remained same at Rs 19.5 billion. During the quarter (March-June) Rs 2 billion were disbursed; the outstanding amount increased by 15 percent from Rs 14.66 billion in March 10 to Rs 16.85 billion as on 30th June 10.

The quarter under review witnessed decline in outstanding financing under EFS due to adjustments made under Part-II of the scheme. The primary reason was that exporters focused on the realisation of export proceeds, to match the performance requirement against already availed loans. If the exporters avail additional financing in this quarter it becomes difficult to meet the additional performance requirement.
FBR Chief's Promotion To Grade-22 Hailed 
(Business Recorder 13-10-2010)
 KARACHI (October 13 2010): The trade and industry hailed the promotion of senior bureaucrat Chairman, Federal Board of Revenue, Sohail Ahmed to grade-22 by the federal government. Patron In-Chief, Korangi Association of Trade and Industry (KATI), S M Muneer, Chairman, Syed Johar Ali Qandhari, Vice Chairmen, Saleem-uz-Zaman and Shahid Jawed Qureshi, Vice Chairmen and former Chairman, Mian Zahid Husain in their statement hoped that the FBR Chief, Sohail Ahmed would strive to enlarge tax net and bring in reforms in FBR.

They further said that with his vision, experience and business acumen, the institution would grow to new heights. They hoped that Sohail Ahmed will develop a long-term strategy in consultation with leading businessmen to enhance the revenue target set by FBR. They further said that his promotion is a mark of recognition by the government of Pakistan on his abilities and hard work.

Meanwhile, The President, Pakistan Businessmen and Intellectuals Forum (PBIF), Mian Zahid Husain has congratulated senior officer, Ramazan Bhatti on his promotion to grade-22. He said that Ramazan Bhatti is known to his honesty and bringing in many reforms in the taxation system.-PR
'EU Trade Concessions Meant For Its Own Benefit Value-Added Textile Ignored In Parleys
(Business Recorder 13-10-2010)
 KARACHI (October 13 2010): Taking full advantage of financial and political uncertainties in Pakistan, the EU extended trade concessions are only meant to its own benefits, which will further push the country into a deeper turmoil. Value-added Textile Forum Chairman Muhammad Mushtaq told Business Recorder on Tuesday that the Union's policies "are only aimed at exploiting Pakistan" amid rising crisis, and the trade concessions were "eyewash".

He said that the Union had completely disguised its plan under the so-called trade concessions on items whose exports to EU would create further raw material shortage in Pakistan. He said the utmost sufferer of the concessions would be the value-added textile sector, which would ultimately succumb to yarn shortage in days to come. He said the impression, which the EU had given, was totally unethical and immoral because the concessions were not primarily aimed helping the flood-stricken nation but to fulfil the demand from its newly joined Eastern European nations for a raw material import at zero-rate.

With the announcement of the EU concessions, the price of local yarns and fabrics had mounted by Rs 10 to 12 percent in the last four days, Rana Mushtaq said, adding the concessions had started hitting local value-added textile sector. He said that the prices of polyester cotton and polyester viscose had also surged on the local market, and termed the move as illogical. He said the country should also adopt a restriction mechanism following Indian policy of supplying cotton only to its local industry for three months.

Expressing concern, he said that the concessions would badly disturb the demand and supply gap of yarn on the local markets, adding it would be much better for the country not to have such concessions.

According to him, the EU has offered concessions on products including 28 percent women and 37 percent of knit, in terms of value, while fabric and yarn exports will enjoy 61 percent duty relaxation into the Union's market. The statistics clearly depict that the EU is interested in running its member states' weaving and processing industry, he added. He said major textile products of the country had been missing in the EU trade concessions list.

Mushtaq said if concessions were given to the apparel sector it would generate more and efficient employment, which the country had badly needed to underpin its falling economy. He slammed the government for ignoring the value-added textile sector during negotiations with EU for trade concessions in Brussels. Showing pessimism, he said, the concessions would be hardly measurable and rather would trigger panic and uncertainties in local yarn and clothing markets and could result in a drastic price surge. He appealed to the EU to exempt Pakistan's apparel sector from duties for at least three years.
EU Facility Brightens Export Prospects APTMA 
(Business Recorder 13-10-2010)
 LAHORE (October 13 2010): Pakistan textiles would earn $4 billion additional this year only on increase in its locally produced basic raw material (cotton) rates, while another $1 billion would be added due to EU tariff concessions taking the textile exports to $15 billion.

Chairman All Pakistan Textile Mills Association (APTMA) Gohar Ejaz stated this after the first meeting of central executive committee of APTMA. He said farmers got Rs 260 billion from last year crop size of 12.7 million bales. "This year they would pocket Rs 400 billion from same crop size due to increase in global cotton rates" he added.

The increase in cost would be reflected in higher export prices, he said. He said exports could reach much higher level if the government withdraws 6 per cent duty of polyester fiber that can be used as alternate fiber to cover the unexceptional shortage of cotton in the global market. He said in view of exceptional stress on fiber availability the government should waive all duties on polyester for at least one year.

He said the demand of polyester fiber in domestic spinning industry is over 40000 tons, while the production capacity of local operating industry is 30000 tons. He said many countries are now blending cotton with polyester to cover cotton shortage. "Our planners surprisingly increased the duty of polyester from 4.5 per cent last fiscal to 6 per cent this year" he regretted. Moreover he added there is no refund of duty on export of polyester although all exports in Pakistan are zero rated.

Chairman APTMA said CEC is optimistic that despite flood loss the cotton crop size this year would be same as last year. He said industry would still need to import 2 million bales to cover the gap between local supplies and demand. He said despite shortage of cotton for the industry the 250000 cotton bales have already been booked for exports. However, he added APTMA strongly favours free market mechanism so that our farmers get global rates of their produce. He hoped that the government would not tinker with free trade concept, as it did last year.

He regretted that Indians have refused to entertain confirmed export orders of one million bales. "The government should take up the matter officially with the Indian government asking it to fulfil its commitments. Regarding concession on yarn and fabric by European Union, Gohar said as there is small spinning capacity in EU and Pakistan's yarn export to the region were only 62.7 million Euros. He said even 40 per cent increase in exports of yarn would have no impact on yarn availability in local market.

He said APTMA CEC believes that imposing reformed GST on entire value chain of textiles would be counter productive and create acute cash crunch for the industry. He said RGST should not be imposed on spinning and weaving sectors that are fully documented, as 85 per cent of what they produce is exported.
Pakistan Forced To Import Over Three Million Bales Of Raw Cotton
(Business Recorder 13-2010-2010)
 ISLAMABAD (October 13 2010): Pakistan will be forced to import over 3 million bales of raw cotton to meet the demands of local textile industry as cotton production will remain around 11.5 million bales against set target of 14 million bales in crop season 2010-11.

Officials at the Ministry of Food and Agriculture (MinFA) told Business Recorder that during the current crop season Pakistan expected to achieve the set target due to favourable conditions, but devastating floods have swept away cotton crop on 600,000 hectares.

Before the recent floods Pakistan was expecting a bumper crop of 14 million bales compared to 12.8 million bales produced last year. Officials said that Pakistan's textile industry annually requires around 14 million bales of cotton, officials added.

The estimated loss to the cotton crop in recent flash floods in cotton growing areas of Punjab and Sindh stands at over Rs 120 billion. "The cotton crop in terms of value faced more than 30 percent loss to major crops in the recent devastating floods, therefore, local cotton industry would be forced to import over 3 million bales of cotton, which would cost Pakistan over Rs 120 billions ($1.395 billion)" officials said.

Officials said cotton crop had been sown on 3.4 million hectares, out of which 0.6 million hectares had been destroyed and the country lost about 2.5 million bales. Officials warned that the country would face serious shortage of cotton in coming days as more than 20 percent of the cotton crop had been destroyed by the floods.

During the recent devastating floods Bakkhar, Layyah and Mianwali districts in Punjab whereas Sukkur, Khairpur, Ghotki, Naushero Feroze and Nawabshah districts in Sindh witnessed the worst damage to the cotton crop. An analysis of the Pakistani cotton industry's imports of raw cotton between 2008-09 and 2009-10 reveals that Pakistan imported 2.8 million bales and 1.98 million bales in the two years respectively. Pakistani cotton industry during last year imported an additional 150,000 metric tons of raw cotton due to curbs on yarn export.

The production of cotton in Pakistan rose from 1.1 million bales in 1947-48 to 14.265 million bales in 2004-05 and the number of textile mills jumped to about 460 in 2009-10 as against to 2 in 1947-48. But unfortunately, the production of cotton has become stagnant in the last decade to around 12.5 million bales on average (except in the year 2004-05 when Pakistan produced 14.6 million bales of cotton).

Official said that for Pakistani farmers to increase cotton production requires adoption of modern techniques of agronomy, pest management system, proper use of pesticide etc, while the government should formulate/adopt farmers' friendly policies.
Pakistan Expects EU Nod Soon For Tariff Waiver Pact
(Business Recorder 13-10-2010)
 ISLAMABAD (October 13 2010): Pursuing narrow trade diplomacy, Pakistan expect Brussels will give final nod to its one-time tariff waiver pact shortly that would help boost proceeds from Pakistan's exports to EU to $900 million, reveals talk with economic experts on Tuesday.

Some economists, however, warned policy makers that seeking EU market access without improving the quality and capacity of manufacturing units would yield no tangible results in enhancing export proceeds creating more employment for the job starved youth especially in areas devastated by the recent unprecedented floods.

However, an official of ministry of commerce told this scribe that this one-time window of opportunity would help in giving the booster dose to the overall economy even if its impact did not reach directly to the floods affected people. An economist N. Fatima suggested that Pakistan should revisit its trade diplomacy by seeking market access from the major allies in war-on-terror ie, Japan, Australia, Canada, South Korea and United States.

"The proposed EU concession offer could be a solid base for negotiating similar arrangements with other allies," she said.European Union has decided in principle last month to offer one time tariff holiday to Pakistan on selected products to support the crisis-hit economy of the country, as it is struggling for survival after the devastating floods.

The official said that EU is in the process of internal consultation and would hopefully share their consensus offer in two weeks with Islamabad. He said that exports could only increase to EU countries in case zero duty is offered to Pakistan, as compared to other regional competitors like India, China etc. India, Pakistan's main competitor, would enter into a free trade arrangement with EU by end of this year. Therefore, a nominal concession to Pakistan in this agreement would not be enough to steer the country out of the quagmire.

Currently, EU members will develop consensus on three points: list of products on which tariff concessions will be offered; the extent of tariff concession and the duration of concessionary arrangements. At the same time, though Pakistan would be the main beneficiary of the move, the EU decision will be on the basis of "Most Favoured Nation" clause, as per the WTO, which will also allow India and China to boost their exports to the EU.

N. Fatima suggested Pakistan's diplomats to utilise all their energies in seeking zero duty and its early implementation, which will definitely increase exports to EU market. It has been reported that commerce ministry has handed over a wish list of items to the EU authorities for seeking reduction in duty. This list has been finalised in consultation with the relevant stakeholders, which includes among other textile and clothing sectors.

According to sources, the EU countries are divided on the duration of the concessions to be offered to Pakistan. The French support offering this wavier just for one year, while the British backs a proposal until 2014. Pakistan is an exporter of low value-added textile and clothing products. The tariff concessions would kick off exports of these products in the EU markets.

Statistics shows that few products from Pakistan enter the EU duty-free or at a reduced rate of duty, but textile and clothing products such as bed linen and towels, which account for around 65 per cent of its exports to the EU, still face nine to 12 per cent tariff.
One Day Week Load Shedding Likely For Industry CNG Stations 
(Business Recorder 13-10-2010)
 ISLAMABAD (October 13 2010): The government is expected to enforce one day a week gas load shedding plan for compressed natural gas (CNG) stations and industry during winter, under gas load management plan 2010-11, Business Recorder has learnt. However, domestic consumers will be exempted from gas load shedding.

Sources said that the proposal would be tabled before the Economic Co-ordination Committee (ECC) of the Cabinet in its upcoming meeting, for approval under gas load management plan 2010-11. Gas production of the country during winter is projected over 4000 mmcfd, against demand of 5000 mmcfd during peak winter period. Increase in demand is mainly due to addition of five new power plants which requires 202 mmcfd gas. The country is also required to provide 100 mmcfd to added new fertiliser plant.

Sources said that the Federal Minister for Petroleum and Natural Resources Naveed Qamar held separate meetings on Tuesday to discuss different options for gas load management plan 2010-11.

"SSGC and SNGPL presented conflicting figures regarding gas demand and supply during winter, which greatly upset the Minister," sources said. The options of one day and two days a week gas load shedding were discussed during the meetings. However, the meeting agreed to follow one day a week gas load shedding plan in winter to cover the 1000 mmcfd gas shortfall.

Meanwhile, according to a statement issued here, the Petroleum Minister has directed to ensure uninterrupted gas supplies to domestic and commercial consumers. Qamar was chairing a meeting of officers of the Ministry of Petroleum, and MDs of SNGPL, SSGC and OGDC to review the natural gas demand and supply position.

In the meeting it was decided that all contractual commitments must be met. It was also decided that where possible, industrial consumers would be encouraged to use alternative fuels. Qamar directed all concerned officers to chalk out a well co-ordinated winter gas load management program, and emphasised taking all stakeholders on board. He further directed to make all-out efforts to optimise gas production from the existing and potential sources. The meeting was part of the process to finalise the Ministry's recommendations for effective management of gas load to be placed before ECC of the Cabinet in its forthcoming meeting.
