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1. Sindh-Sets-Cotton-Output-At-5m-Bales

KARACHI, May 13: The Sindh agriculture department has regularised use of Bt cotton varieties to boost production to five million bales in the next season. 
The Provincial Seed Council which met under the chairmanship of Agriculture Minister Ali Nawaz Shah approved seven varieties of Bt cotton of which two were sanctioned for regular use while five Bt cotton varieties have been approved for one year.

These would be regularized after further research made on the basis of feedback from farmers.

Though farmers in the province were already sowing BT cotton varieties, especially in lower Sindh, they were not getting any support from the agriculture department in case of any problem.

With regularisation of use of Bt cotton varieties all extension and research departments will be on hand to help growers to boost cotton yield.

The growers would be required to get Bt cotton seeds of approved varieties verified by the relevant department to ensure that only genuine Bt cotton seeds are used.

After the council approval, sowing of Bt cotton varieties would start in full swing from the next season and the department has fixed cotton target at 5 million bales in the next season against 3.2 million bales this year due to floods and 4 million bales obtained in the previous year.

The council also approved one new variety of wheat, two varieties of sugarcane, two of chillies, one of onion and one okra.

The new varieties have given better yields during experiments carried out on these varieties during the last two years.

The Sindh Chamber of Agriculture has welcomed the regularization of Bt cotton varieties in the province and said it would help eliminate shortage of cotton and expensive imports to meet the needs of the domestic industry.

Chamber president Dr Nadeem Qamar said that Bt varieties give 25 per cent more yield compared to normal varieties.

However, quality of Bt cotton is a bit low than the cotton produced through non-Bt varieties.

2.      APTMAS-Plan-To-Add-6000mw
KARACHI, May 13: The power generation capacity can be raised by 6,000MW in three years if 10 per cent energy development levy is imposed on lifeline consumers to generate funds to the tune of $6 billion.

This was stated by Aptma chairman Gohar Ejaz while briefing newsmen on 3-year plan to eliminate energy shortage on Friday at Aptma House.

He called for producing cheaper energy because costly energy will render industrial products uncompetitive against products of regional countries where energy is much cheaper.

According to Aptma`s energy plan an advisory board will be set-up with representatives from the four provinces, power sector and industrialists, which are the highest taxpayers in the country.

Mr Gohar explained that by imposing 10 per cent levy on lifeline consumers, who consume over 1,000 units per month, the country could generate around $2 billion per annum.

This amount will not be used for deficit financing or on any other government account except on development of energy infrastructure.

Sale proceeds of energy come to around Rs1.5 trillion per annum and 10 per cent levy on lifeline consumers will create equity of Re1 to Rs4 per unit, he added.

This would help to raise fund to the tune of $2 billion per annum for next three years allowing the country to increase 2,000MW power generating capacity per year, Gohar Ejaz maintained.

He further said that there are many distortions in energy sector because hydro power generation costs only Re1 per unit but through gas it costs Rs5 per unit, furnace oil Rs17 and generation by diesel comes to around Rs22 per unit.

Due to energy mix of these costs, he said, the average per unit cost presently comes to around Rs11 but the government is charging Rs9 per unit on giving subsidy to consumers.

However, he said this has created a monster of circular debt, which grew by over Rs350 billion.

Gohar Ejaz was also highly critical of monetary policy being followed for the last five years and said though theoretically it is always said high interest or mark-up rate help contain inflation.

The theory has failed to produce any result then why keep high mark up rate when inflation was still high, he added.

There is an urgent need to review the entire monetary policy and food and oil inflation should not be mixed up with other items of the basket particularly, when similar issue is also being faced by countries like US and the UK where interest rates are still very low.

The total domestic debt, he said, is at Rs5 trillion and the government`s bank borrowing is at around Rs350 billion against which it is paying Rs750 billion towards interest owing to high mark-up rate of around 15 per cent.

The Aptma chief said that the advisory board should be given the task to find out a way forward from current crisis because the country is under utilising its oil and gas resources.

3.      Govt-Urged-To-Cut-Sales-Tax-Rate-To-12pc
LAHORE, May 13: Businessmen on Friday rejected the proposed re-imposition of wealth tax in the next budget and urged the government to revise general sales tax rate to 12 per cent. 
Speaking at a press conference Lahore Chamber of Commerce and Industry president Shahzad Ali Malik demanded sales tax exemption on essential foods, medicines, and educational materials like stationery and printing paper.

He also called for minimum rate of duty on imported raw materials along with measures to discourage import of finished products to protect domestic industry.

He urged the government to rationalise levies on oil products as the fast rising oil prices were putting a negative impact on the economy. He stressed the need for construction of water reservoirs for ensuring cheaper electricity.

The chamber also demanded withdrawal of increase in turnover tax and proposal to impose 25 per cent flat rate of tax on AOPs (Association of Persons).

Malik Shahzad called for bringing down interest rate to single digit to expedite the process of industrialisation. He said the taxable limit for income tax should be increased to Rs400,000.

“We also propose that all regular taxpayers shall be exempted from audit. This is a common practice of tax department to start process of audit once the refund is determined. This should be stopped,” he added.

The chamber also urged the FBR to settle down concrete audit parameters in consultation with the business community.

Mr Malik proposed that bonds be introduced to develop infrastructure in the country as well as tax credit be given on these bonds.

In view of the low growth prospects the revenue collection target should be set at Rs1.699 trillion, he added.

4.      Conversion-Rates-123
KARACHI: The following are May 14, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.
US dollar             Rs   85.1113
Japanese yen    Rs     1.0551
Pound sterling    Rs 138.4251
Euro    Rs 121.7262

LIBOR
The following is Libor rate for calculating interest on special US dollar bonds for May  13.

Libor
For 6 months    0.42%
THE NEWS 
1. Pakistan assures IMF of reviving efforts for RGST

2. ISLAMABAD: Pakistan plans to revive efforts to enforce the reformed general sales tax (RGST) in the next budget, abolish exemptions and bring services sector into the tax-net in line with the International Monetary Fund (IMF) conditions, sources said on Friday. 
This decision has been taken in the wake of a decline in the tax-to-GDP ratio to less than 9 percent during the current fiscal year and the authorities’ failure to evolve consensus for imposing Gross Asset Tax (GAT), they said. 
The Pakistan Peoples’ Party seems confident that it would be able to get RGST legislation approved by the Parliament as it now has the support of Pakistan Muslim League-Q as well as Muttahida Qaumi Movement. 
The government will first get approval from the National Assembly’s Standing Committee on Finance after May 17 when the ongoing talks with the IMF team end. 
But it is yet to be seen how the government will persuade provinces to allow FBR to collect RGST on their behalf. 
Chairman Federal Board of Revenue (FBR) Salman Siddique, along with his experts on RGST, has already landed in Dubai to apprise the Fund’s team about preparation of the Board for RGST. 
If RGST is imposed the rate will be brought down from 17 percent to 15 percent, sources said. 
The sources said that FBR has prepared itself for two scenarios: one with RGST and the other without it. 
In case of RGST, FBR would move towards further elimination of tax exemptions. 
Sources said the National Accounts Committee (NAC) had estimated GDP deflator hovering around 19 percent in the outgoing fiscal year, which would result into tax-to-GDP ratio falling from 9.2 percent in 2009-10 to 8.8 percent in 2010-11 if the FBR achieved its revenue target of Rs1,588 billion. 
But economic experts including Revenue Advisory Council (RAC) have estimated that the FBR would be able to collect Rs1,530 billion only, which would bring down the tax-to-GDP ratio from 9.2 percent to 8.5 percent. 
Dr Hafeez A Pasha, Convener of Economic Advisory Council (EAC) and RAC, told The News that the revival of RGST was very much on the table. 
He said that RAC was opposing any move to raise tax rate in the wake of increased cost of doing business and inflationary pressures. 
He hoped that the government would implement recommendations of EAC and RAC in the next budget as was done in last two years. He said if the recommendations were not accepted, they would prefer to go home. 
“We will propose to the FBR to plug leakages, especially in Afghan Transit Trade (ATT). We will hold a study to come up with the exact size of leakages in ATT.” 
A senior official said that in case of plan A, FBR would be able to collect Rs1,950 billion out of which Rs72 billion would be netted with the help of RGST. 
Under plan B, FBR could go up to Rs1,968 billion because the existing GST rate of 17 percent would continue.

2.      EU parliament clears trade concessions for Pakistan
ISLAMABAD  (May 14, 2011) : The plenary of the European Union (EU) parliament on Friday cleared the autonomous trade concessions for Pakistan. The only hurdle now remains WTO waiver. But the passage of the proposal by the EU parliament is a good development for Pakistan. The EU remains hopeful of getting the waiver approved by the WTO, says an official statement issued here Friday.

The European Council in its meeting on September 16, 2010 had decided to grant Pakistan special concessions to support the Pakistan economy in the wake of devastation caused by the unprecedented floods. Following the decision, the EU announced duty-free access to Pakistan on 75 tariff lines subject to WTO waiver. The total worth of export of these tariff lines is $1.03 billion and the average tariff on these products is around 8.86 percent. Pakistan's global exports of these products are $3.80 billion.
3. KESC seeks to hike tariff by Rs2.24 per unit

KARACHI: The Karachi Electric Supply Company (KESC) has proposed Rs2.24 per unit increase in the electricity tariff against fuel price and power purchase price variation adjustment for the quarter ended on March 31, sources said on Friday.
The National Electric Power Regulatory Authority (NEPRA) has convened a hearing on May 16 in Karachi to discuss the issue.
Pursuant to the prescribed mechanism for quarterly adjustment of fuel and power purchase cost variation notified in the official gazette, the KESC has demanded Rs2.24 increase in the electricity tariff, they said.
NEPRA has invited all the interested and affected parties to raise objections against this proposed raise under the law at the hearing.
If approved, the tariff raise would be adjusted in the upcoming monthly bills for both residential and commercial consumers, the sources said.
According to the KESC, the tariff adjustment mechanism suggests that the cost for the period January-March 2011 had increased by Rs1.85 per unit (per kWh), which need to be adjusted in the KESC’s schedule of tariff.
According to NEPRA determination, the quarterly adjustment in the schedule of tariff will take care of monthly variation in fuel cost, power purchase price from the independent power producers (IPPs) and other external sources and any unrecovered cost of fuel due to non-adjustment of T&D losses in the monthly fuel price already allowed by the authority for recovery by the KESC through monthly bills of consumers.
Thus, in the light of the authority’s determination, costs allowed to be recovered and costs allowed to the central power purchase agency (CPPA), it is requested that the company should be allowed to recover these costs as a recoverable cost.
The required adjustment in the KESC’s tariff amounts to Rs1.85 per unit along with 52 paisas per unit unrecovered cost for January-March.
Following adjustment for the unrecovered cost for October-December 2010, the KESC has proposed a total adjustment of Rs2.24 per unit, the sources added.

4.      Raw cotton prices remain stable
KARACHI: Raw cotton steadied on Friday against continuous fall in the international market as demand for the commodity remained sluggish, dealers said.
“Falling demand will bring down the international commodity prices further, but will not impact domestic prices due to a shortage of better quality produce in the country,” said Shakeel Ahmed, a cotton analyst.
Spot rates of the Karachi Cotton Association (KCA) remained stable at Rs8,500 per maund and Rs9,109 per 40kg for average-quality lint at the Karachi Cotton Exchange (KCE).
Seedcotton (Phutti) steadied at Rs2,500 per 40kg in both the cotton growing areas of Punjab and Sindh.
Raw cotton for July and October contracts lost 6 cents each to close at $1.44 and $1.29 per pound, respectively for the second consecutive day, at the International Commodity Exchange (ICE).
According to the daily market report of the KCA, cotton sales fell to 3,300 bales of raw cotton (170kg each), including 450 bales from Mirpur Bathero; 100 bales each from Khipro and Hyderabad; 200 bales each from Shahdadpur, Rohri and Haroonabad; 400 bales from Sahiwal and another 1,650 bales from Rahim Yar Khan at prices, varying in between Rs6,500 and Rs8,500 per maund, while depending upon the staple grade.

4. APTMA supports tax on fuel consumption

KARACHI: All Pakistan Textile Mills Association (APTMA) has supported a proposed tax on fuel consumption, saying revenue generated through the measure should only be used for the construction of energy infrastructure. 
“It seems unconceivable that the largest trade body would support new taxes but the fact is we don’t have any other option,” said Gohar Ejaz, Chairman APTMA at a press conference on Friday. “We are fighting for energy everywhere in the country.” 
This is perhaps for the first time that APTMA, which represents yarn manufacturers, has supported any taxation initiative. 
APTMA’s statement came in response to a government plan to impose a 10 percent tax on electricity bills from July 2011. 
Ejaz said that the tax would generate $2 billion a year. 
“This is enough to add 6000 MW of electricity in the next three years. We support the tax, but the government must not spend it elsewhere. The money must be used exclusively for energy.” 
Pakistan’s reliance on furnace oil for running power plants has left the industries uncompetitive in foreign markets, he said. “The high energy cost is another worry for us. Cheaper alternatives like gas, coal and water should be used for power generation.” 
Textile exports are expected to touch $14 billion in 2010/11, but the jump comes mainly on the back of low cotton prices and inventory gains, he said. “Now that cotton prices have come down sharply, companies are expected to book losses, which may increase non-performing loans.” 
Ejaz criticised the central bank’s policy to raise interest rates to control inflation. “Interest rates have been increased for the past five years, but inflation is still an issue.” 
The primary reason for the high inflation is the government’s borrowing from the State Bank of Pakistan (SBP), he said. “And the government borrows to bridge the fiscal deficit, which involves Rs750 billion interest payments every year on domestic debt. So a higher interest rate means a higher payment to the banks. It does not make sense!” 
He said APTMA members had not invested a single dollar in the last five years. “Where will the one million graduates passing out every year go for jobs?” 
The government must also rationalise the price of gas, the main fuel of the country, by increasing its price for fertiliser makers, he said. 
6.      LCCI opposes wealth tax, wants sales tax rate cut to 12pc
LAHORE: The Lahore Chamber of Commerce and Industry (LCCI) on Friday rejected the government plan to impose wealth tax and demanded a reduction in the general sales tax to 12 percent and bringing all untaxed sectors, including agriculture into the tax net.
The demands were raised at a pre-budget press conference jointly addressed by LCCI President Shahzad Ali Malik, Senior Vice President Sheikh Mohammad Arshad, Vice President Sohail Azhar and former Senior Vice President Abdul Basit. 
They said that there should be no sales tax on essential food items and their raw materials, pharmaceutical products and their raw materials, and educational material including stationery and printing paper. 
They also called for cutting duty on the import of raw materials and well-targeted measures to discourage import of finished products. 
The LCCI office bearers urged the government to rationalise levies on oil products as the fast increasing oil prices are hurting the economy. 
They demanded withdrawal of increase in turnover tax and 25 percent flat rate of tax on associations of persons. 
The LCCI leaders urged the government to bring down interest rates to single digits to accelerate industrialisation. They said that the taxable limit for income tax should be increased to Rs400,000. 
They demanded electronic system for refund of income tax as is the case with sales tax. 
They also demanded that all compliant and regular taxpayers be exempted from audit. It is a common practice of tax department to start audit once the refund is determined, they said. This must be stopped, they demanded. “We also urge the FBR to settle down concrete audit parameters in consultation with the business community.” 
No new utility connection should be given to any business if it fails to produce a valid national tax number, they suggested. 
The customs department treats importers differently at different ports, they said. “Especially there is variance of rules in Karachi and other cities. The policy about loose cargo is also not the same on the two ports.” 
CARE system of clearance should be applied in other cities as well, they said. 
Companies falling under the purview of Large Taxpayers Unit (LTU) have to bear the brunt of repeated or frequent audits. This practice must be stopped, they said. 
Currently no compensation is allowed if due refunds are held back, they said and suggested that businessmen should be compensated if their due refunds are held back without any cogent reason. 
In case of default of a supplier for sales tax, the buyer should not be held liable if payment is made through cross cheque, they said. It is very unprofessional to punish the buyer in case of sales tax default of the supplier, they said. 
They also proposed that ADRC of sales tax should be revitalised. The sales tax input claimed by the buyer should be admitted if the supplier is not blacklisted at the time of making that claim or within six months. No arrest should be made or FIR registered against a taxpayer without giving him a show cause notice and the chamber should also be taken into confidence in such cases, they said. “For this, the adjudication officer should not be below the rank of an additional commissioner.” 
They said construction sector should be encouraged, particularly cooperative housing. Boosting construction activity would generate employment, they said. 
They proposed that infrastructure bonds should be introduced and tax credit given on these bonds. 
“We believe that the revenue collection for FY2011-12 should be set at Rs1,699 billion. This seems rather realistic.
We believe the biggest hurdle in tax collection is the trust deficit between taxpayers and tax collectors. Due to harassment, people are not willing to come into the tax net.” 
B RECORDER
1. RAC for abolition of WHT on cash withdrawals

ISLAMABAD  (May 14, 2011) : The Revenue Advisory Council (RAC) has recommended to the Federal Board of Revenue (FBR) to abolish 0.3 percent withholding tax on cash withdrawal from banks in the coming budget for 2011-12. Sources told Business Recorder here on Friday that the issue of withholding tax on cash withdrawal was discussed during the last meeting of RAC.

The RAC has strongly recommended that the FBR should abolish the cash withdrawal from banks. When the FBR had imposed the cash withdrawal on banks, the levy was imposed to encourage documentation of economy and broadening the tax base. The withholding tax on cash withdrawal @ rate of 0.1 percent was introduced through Finance Act, 2005 which was adjustable against final tax. However, it was not a revenue generation measure.

Later, the rate of deduction was enhanced to 0.2 percent in the year 2006. The rate of withholding tax on cash withdrawal from banks was further enhanced to 0.3 percent through Finance Act 2008. The FBR has made it a revenue generation measure which was against the basic policy of introducing the levy.

The FBR has informed the RAC that so far the tax department has collected around Rs 12 billion under this head during current fiscal and it is expected that the FBR will reach the figure of Rs 16 billion by the end of June 30, 2011. If the FBR abolish withholding tax on cash withdrawal from banks on the recommendations of the RAC, the council should provide some alternative measures to generate equal amount of revenue.

At the same time, the FBR is also looking into the budgetary projections and exploring other avenues as alternate sources of revenue in case 0.3 percent withholding tax is withdrawn. However, so far no final decision has been taken on this recommendation of the RAC.

According to sources, a large number of persons including farmers and middlemen carry out business in cash and they are unaware about the procedure to obtain refund of the deducted amount of tax on cash withdrawals from banks. The abolition of 0.3 percent withholding tax on cash withdrawal would encourage people to make more investment in the banks. The money is not coming into the banking system due to several reasons including imposition of such kinds of tax. If the government is able to bring money in the banking system, the increase in the deposit growth in banks would bring the interest rate down.

The individuals should be encouraged to buy T-bills, PIBs and government bonds etc through banks and similar tax treatment should be given as in case of Central Directorate of National Saving (CDNS) ie 10 percent under final tax regime. This would provide even playing field for those who would like to invest in government securities or the products introduced by the CDNS.

The working group on Banking Sector Reforms of the Economic Advisory Council (EAC) had strongly recommended abolition of 0.3 percent withholding tax on cash withdrawal from banks and existing 10 percent withholding tax on bank deposits, National Saving Scheme (NSS) and debt mutual funds may be assessed under normal law.

In its recommendations submitted before the EAC meeting here on Saturday, the working group on Banking Sector Reforms recommended elimination of 0.3 percent withholding tax on cash transactions. In lieu, withholding tax of 10 percent on bank deposits, NSS and Debt Mutual Funds should not to be treated as 'Full and Final' tax liability, working group added.
2. EU Parliament clears trade concessions

ISLAMABAD: The plenary of the European Union (EU) parliament on Friday cleared the Autonomous Trade Concessions for Pakistan said an official statement.
“The only hurdle now remains WTO waiver,” the statement said.
The passage of the proposal by the parliament is a good development for Pakistan, and the EU remains hopeful of getting the waiver approved by the WTO, the statement said.
The European Council in its meeting on September 16, 2010, had decided to grant Pakistan the Special Concessions to support its flood-hit economy.
Following the decision, the EU announced Duty Free access to Pakistan on 75 tariff lines subject to WTO waiver. 
The total worth of export of these tariff lines is $1.03 billion and the average tariff on these products is around 8.86 percent. Pakistan’s global exports of these products are $3.80 billion.

3.      10 percent levy for three years proposed on electricity users APTMA budget
Karachi  (may 14, 2011) : all pakistan textile mills association (APTMA) has proposed to introduce an energy infrastructure development levy (eidl) to overcome current energy crisis. chairman APTMA, gohar ejaz, while addressing a press conference here on friday, asked the government to impose a 10 percent levy for three years on all user of electricity, expect life line consumers, in the coming budget to generate a fund for new power generation plants.

he said that every power consumer with more than 1,000 units per month should be charged with this levy and this fund should be used only for energy crisis. with imposition of this tax government will generate 1.5 dollars to 2 billion dollars per annum, sufficient for some new 6,000mw cheaper power generation.

"the country's annual energy sale is about rs 1.5 trillion and 10 percent would be around 1.5 dollars to 2 billion dollars per annum," he said and added a total of 6,000mw of cheaper electricity generated from hydel, coal and gas would be added to the national grid in the next three years. "on the government side, we need a assurance that this fund will not use for other purpose especially, for fiscal deficit," he said.

he also suggested that this fund should be managed by an authority/committee comprising on representative of top taxpayer trade body from each province, finance and energy minister and senior government officials. while, the committee should be chaired by a representative of private sector. on behalf of APTMA, he assured that textile mills will support the government.

APTMA chief said that new power plant should be installed in gas, hydle and coal base, as power generation throw these resources will be much cheaper than furnace oil and diesel. "we have detail study on the power plants and under this project cost of hydle power will be re 1 per unit coal rs 4 and gas rs 1 per unit and average cost will be some rs 3 per unit," he mentioned. cheap availability of energy will enable the industrial sector to compete with the neighbours in the international market, he added.

he said that expensive energy is hampering the industrial growth and during the last five years textile mills, despite earning billion of rupees, not a single penny has invested in the country. gohar said that the industry specially, textile sector cannot afford to buy power at rs 14 per unit and would be closed down in near future or default on loans. the current non-performing loans are estimated at rs 600 billion he said, and noted that it is feared that these can further go up.

talking about the other issues, he said that high interest rate should be reduced and not be more than 6 to 7 percent to boost industrial production. he said that high fiscal is also contributed by high interest rate, as the government is paying some rs 750 billion on account of interest payment. he also revealed that out of five trillion rupee bank deposits, some fifty percent or rs 2.5 trillion has been borrowed by the government, it means despite high interest rate the tight monetary policy is ineffective to limit the government borrowing.
4.      STPF provided only rs one billion in three years
Islamabad  (may 14, 2011) : the government's negligence towards development of trade can be judged from the fact that finance ministry has released only rs 1 billion for strategic trade policy framework (STPF)-2009-12, during the current fiscal against the allocated amount of rs 2.5 billion.

well-placed sources told business recorder here on friday that the current status of funding for STPF is not satisfactory at all. "not even a single rupee was released by the finance division during fiscal year 2009-10 while against the allocated amount worth rs 2.5 billion for the year 2010-11, only rs 1 billion has so far been released which would be utilised to settle pending claims", sources disclosed.

sources said that the demand for the remaining rs 1.5 billion has been forwarded to finance division. the commerce ministry has developed a three-year strategic trade policy framework (STPF) 2009-12. the overall objective of STPF is to achieve sustainable high economic growth through export with the help of policy and support interventions by the government, industry, civil society and donors.

this will be a medium term plan acting as a catalyst in the revival of domestic commerce and international trade in pakistan, with the precise objective of bringing about a structural transformation in pakistan's exports. the STPF aims to achieve some targets by june 30, 2012. these targets include; merchandise export value of us $23.5 billion from the current level of us $17.8 billion out of which 5% or more would be engineering goods; value addition of cotton from current us $1 billion/ million bales to us $1.5 billion/ million bales; regional trade to 25% of our global trade, presently at 17%; and free trade agreements with major trading partners ie usa and european union.

the estimated expenditure under STPF for three years is rs 35.22 billion. this fund will be met from export investment support fund (eisf) set up in the budget 2009-10. the trend of export growth has continued well into the 2010-11 gaining momentum. exports grew by 27 percent in july-march 2010-11. as per details of 2010-11 (july-march) basmati rice (5percent), fish and fish preparations (25percent), meat (54percent), engineering goods (10percent) has performed really well.

in textiles, which form 57percent of our exports, the growth has been 31 percent. the value added sub-group readymade garments export has increased by 38 percent which is a very encouraging sign. import during first 9 months of the current fiscal have increased by 16% rising prices of oil have played role in increasing import bill. the import of petroleum crude has increased by 28 percent (july-march) during 2010-11.
5.      Budget proposals 2011-12 LCCI calls for imposition of tax on agricultural income
Lahore  (may 14, 2011) : the lahore chamber of commerce and industry (LCCI) has called for removing disparity in imposition of taxes on industry and other sectors and suggested the government to broaden tax net by imposing tax on agriculture income and services sector apart from fixing general sales tax (gst) at 12 percent.

the LCCI office-bearers, unfolding budget proposals for the year 2011-12 at a news conference here on friday, said the industry contributes 27% to the gdp but pays 65% of total taxes. this disparity needed to be removed and other sectors including agriculture and services sectors should pay their due share of taxes to the national exchequer. they also expressed no trust over the procedure being followed by the government for making budgetary proposals and called for taking stakeholders into confidence before making taxation policies.

they also rejected government plan to impose wealth tax under the new title of asset tax and said they would oppose it strongly, if it was imposed by the government in the upcoming budget.

president LCCI, shahzad ali malik, senior vice president sheikh mohammad arshad, vice president sohail azhar, former senior vice president abdul basit and others said that there should be no sales tax on essential food items, their raw material, pharmaceutical products, their raw material and educational material including stationery and printing paper. they also called for minimum rate of duty on the import of raw material along with well-targeted measures to discourage import of finished products for the sake of promotion of domestic trade and industry.

they urged the government to rationalise levies on oil products, as the fast increasing oil prices are having negative impact on economy hitting all the sectors alike. to cope with energy shortages in the long run, they said that there was a dire need to focus on construction of water reservoirs, as it is the only solution to ensure cheaper electricity. they also demanded withdrawal of increase in turnover tax and 25 percent flat rate of tax on aops.

the LCCI office-bearers urged the government to bring down the interest rate to single digit to expedite the process of industrialisation and help reduce cost of doing business in the country. they said that the taxable limit for income tax should be increased to rs 400,000 while electronic system for the refund of sales tax be introduced. "all compliant and regular taxpayers be exempted from audit while tax payers must be facilitated. there is a common practice of tax department to start process of audit once the refund is determined. this shall be stopped. we also urge the fbr to settle down concrete audit parameters in consultation with the business community," they added.

in order to broaden the tax net, no new commercial utility connection shall be allowed without a valid ntn, they suggested. they further said that customs department treats importers differently at different ports and airports especially there is variance of rules at karachi and other cities. the policy about loose cargo is also not same on the two ports. care system of clearance shall be applied to other cities as well, they added.

they further said that companies falling under the purview of large taxpayers unit (ltu) have to bear brunt of repeated or frequent audits. this practice must be stopped. presently, no compensation is allowed on holding back due refunds, the business community should be compensated if their due refunds are held back without any cogent reason, they said.

they further say in case of default of a supplier for sales tax the buyer shall not be held liable if payment is made through cross cheque. it is very unprofessional to punish the buyer, in case of sales tax default of the supplier.

they also proposed that alternate dispute resolution committee (adrc) of sales tax should be revitalised. the sales tax input claimed by the buyer should be admitted if the supplier is not blacklisted at the time of making that claim or within six months. no arrest or fir shall be registered against a taxpayer without giving him a show cause and the chamber should also be taken into confidence. and for this, the adjudication officer should not be below the rank of an additional commissioner, they said. the LCCI office bearers said that housing sector should be encouraged and particularly co-operative sector should be promoted to boost up the construction industry and to generate employment with a view to broaden the tax base.

they also proposed that infrastructure bonds would be introduced to develop infrastructure in the country while tax credit shall be given on these bonds. in view of the low growth prospects, they believe that the revenue collection for fy2011-12 should be set at rs 1699 billion. this seems rather realistic and appropriate for supporting fragile economic recovery underway. "we believe the biggest hurdle in tax collection is the trust deficit between the taxpayers and the tax collectors. due to harassment of the tax officials the people are not willing to come into tax-net, the system of the tax department should be reformed to encourage new taxpayers. the discretionary powers of tax departments and its officials should be curtailed," they added.

they further said that individuals having turnover of rs 50 million or more are also declared as 'prescribed persons' and required to act as withholding agents' u/s 153 of income tax ordinance, 2001. therefore, anyone with more than rs 50 million as turnover can automatically become the withholding agent and it is mandatory to deduct 3.5 percent as withholding tax. hence, this step becomes illogical as many traders have over rs 50 million in turnover, they said.

they said that incentives be given for making investment in manufacturing sector while minimum wage be fixed as rs 8,000. speaking on the occasion, the former LCCI senior vice president abdul basit rejected proposed 15 percent sales tax on poultry feed as it would raise the prices of chicken in the country to unbearable level.

to a query, the president LCCI said that there would be visible impact if tranche from imf and us aid were not received. the government needed to facilitate the trade and industry to tackle the challenges posed to the country and economy. "we are at the forefront and every difficult time and would be ready for sacrifice for the country if any need arises," he said.

senior vice president LCCI, sheikh mohammad arshad said that after the 18th constitutional amendment, powers of levying wealth tax rests with the provinces. the government intends to impose this tax with the name of asset tax that is unacceptable for people and they will challenge it at all forums. he also called for reviewing structure of duties to check smuggling.
