1. Punjab Exempted From 'Gas Holiday' For Two Weeks
AISHA SADAF 

ISLAMABAD (August 17 2010): In order to meet oil shortage due to disruption in fuel supply caused by floods, government has decided to exempt CNG sector from 'gas holiday' for two weeks in Punjab province, says a notification issued in this regard. "In the wake of heavy floods across the country it has been decided by the government not to observe gas holiday in CNG sector during the current as well as next week," says a notification.

"We had demanded of the government to exempt CNG sector from loadshedding due to fuel supply problems," President All Pakistan CNG Association said while talking to Business Recorder. He maintained that as many as 179 CNG stations were damaged in the unprecedented rain and floods across the country. He said that each CNG station had suffered an average loss of 3.5 million rupees. The restoration of some CNG stations will take at least two to three months.

He said that CNG station owners and workers in many flood-affected areas faced huge financial loss, which they are not able to bear. "All Pakistan CNG Association has decided to generate funds from all CNG stations to help them in this time of crisis," he added.

 (BUSINESS RECORDER 17-08-2010)
 
2. Reformed GST Implementation Government May Seek Extension From IMF 
(BUSINESS RECORDER 17-08-2010)
ZAHEER ABBASI & SOHAIL SARFRAZ 

ISLAMABAD (August 17 2010): The government might seek further delay from International Monetary Fund (IMF) on implementation of 'Reformed General Sales Tax' (GST) as the federation and provinces remain deadlocked over its implementation.

Sources told Business Recorder here on Monday that there is a school of thought in the government which believes that implementation of the 'reformed GST' from October 1, 2010 would not be possible due to the current situation in the country, and a request for waiver be made to the IMF in this regard. The implementation of VAT or 'reformed GST' would be an important agenda item in the upcoming talks with the IMF.

Under the original plan for implementation of the 'reformed GST', the Federal Board of Revenue (FBR) was required to circulate the draft of the 'reformed GST' by August 20, 2010 to provinces, international VAT experts, World Bank consultants, private sector stakeholders and provinces for comments. So far, the provinces have not received any draft of the 'reformed GST' from the FBR.

VAT or 'reformed GST' has become extremely controversial in Pakistan for two reasons. First, the Sindh government is firm about exercising its constitutional right to implement GST on services. An FBR official stated that if the Board prepares a draft of the 'reformed GST' without final decision on this issue, the same situation would arise as happened in the case of Federal and Provincial Value Added Tax Act 2010. Therefore, any delay from the IMF on the 'reformed GST' would help Pakistani authorities to gain some time for resolution of the issue relating to sales tax on services.

Second, the large parallel informal economy that is not documented and which a VAT levy would automatically bring into the tax net is opposing its levy. There is a strong possibility that if VAT is indeed implemented this undocumented sector would raise prices thereby impacting on the common man.

Hence, implementation of VAT would be rendered all the more challenging for the tax machinery in the aftermath of the floods. Thus, the government may ask for a further delay in implementation of the reformed GST, sources added.

Sources in the Finance Ministry were of the view that it would not be difficult for the financial team to convince the IMF on slippage on fiscal side because of the devastating floods.

They further said that issues relating to the power sector were discussed by the Finance Minister with the World Bank and Asian Development Bank during a meeting with them a couple of days back. Another official said that the government can not think of increasing power tariff at this moment in time because of the prevailing flood situation in the country.

Sources said that the government had constituted a two-member committee comprising Muneeb Zia, Advocate, and Abrar Ahmed Khan, Member, Sales Tax/Value Added Tax, to draft 'reformed general sales tax', taking into account resolution of the issue of sales tax on services between the federation and provinces. The committee would also take into account the issue of consensus between provinces and federation on the issue of GST collection from services. The issue of distribution of resources collected through services sector among the provinces would also be taken into account by the committee.

Sources said that the government would take into confidence IMF authorities on possible downsizing of Public Sector Development Program to create fiscal space for the people displaced by the floods. The IMF authorities would also be informed that the government would save by cutting its development expenditure while the provinces have also been asked to reprioritise their budgets.

Sources said that Prime Minister Yousaf Raza Gilani has also held discussions with his economic team about the upcoming talks with the IMF. The government is also considering asking the Cabinet members, if not all the parliamentarians, to donate at lease one month's salary for the flood affected people.

 
3. Conversion Rates 
KARACHI: The following are August 17, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.

US dollar Rs 85.7143

Japanese yen Rs 0.9990

Pound sterling Rs 133.6371

Euro Rs 109.8685

LIBOR

The following is Libor rate for calculating interest on special US dollar bonds for August 16.
(Dawn 17-08-2010)
