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Pml N To Oppose Move Allies Set To Support Govt On Rgs (Dawn 26-11-2010)
 ISLAMABAD, Nov 25: The Pakistan Muslim League-N, which has announced its decision to block new taxation measures in the parliament, has left behind other parliamentary groups in proposing changes to the reformed general sales tax (RGST) law and the government has agreed to entertain a few of the suggestions. Of the 38 proposals given to the finance ministry by PML-N`s Senator Ishaq Dar, the government has agreed to include only five in the recommendations to be sent to the Senate, thus providing another chance to the PML-N to denounce the law in public, a source told Dawn on Thursday. 
Most of the proposals, the source said, dealt with alternative ways of taxation of some products, rationalisation of rates, continuation of exemption on food-related products and improvement in the language of the RGST bill, which according to the law ministry representative was not properly vetted before submission to parliament.

The proposals, according to the source, were evaluated in a meeting held on Wednesday night, which was presided over by State Minister for Finance Hina Rabbani Khar and attended by senior officials, including chairman of Federal Board of Revenue (FBR).The proposals were considered in the absence of Finance Minister Hafeez Sheikh who had gone to Karachi with Interior Minister Rehman Malik and a senior FBR member for holding a crucial meeting with the MQM on the RGST bill.

A political source said the government had reached an informal agreement with its two major coalition partners — the ANP and MQM — over the bills in parliament.

In a major development, a three-member delegation of ANP led by Senator Haji Adeel discussed party recommendations with Mr Sheikh and Ms Khar on Thursday. Mr Adeel was accompanied by Senators Afrasiab Khattak and Ilyas Bilour.

Mr Khattak said the ANP would not reject the RGST bill because his party believed in documentation of the economy. “We support documentation of the economy. This is necessary to get rid of foreign dependency,” he said.

He said his party recommended to the government for continuation of exemptions on food related items, education, health and related materials.As according to political observes, there was not any hard line demand from the ANP, therefore, the party would support the RGST bill in parliament.

“We have been given an assurance by the finance minister to include our concerns in the report to not increase the tax burden on poor people,” Mr Khattak said.

He said that it would be clear in tomorrow report that how much his party recommendations were considered.

Meanwhile, Asfandyar Wali Khan along with Senator Haji Adeel also met President Asif Ali Zardari to discuss the issues. “Mr Wali has given an assurance to Mr Zardari to support the bill in parliament,” the source said.

He said that an informal agreement had been reached with the MQM leadership on the RGST bill during the meeting of Mr Sheikh with MQM leaders in Karachi last night.

This understanding of the government with the MQM on RGST bill was even acknowledged by Mr Sheikh while talking to reporters after the parliament house on Thursday.

“I hope an understanding will reach with the MQM on the RGST bill,” the minister said.

According to the source, government and MQM agreed on some kind of formula. As agriculture tax is just rhetoric, the source said, some of the concerns of MQM like continuation of zero rating or exemption on some products may be considered.

The minimum support of MQM to the government, the source said, would be to walk out from the assembly at the time of voting in a way of face-saving. However, there has been an understanding that the MQM will not vote against the RGST bill.

Another coalition partner of the government, JUI-F chief Maulana Fazlur Rehman had already announced before leaving for the United Kingdom that being a coalition partner, he would support the RGST bill.

Petroleum product prices may go up by 5pc (Dawn 26-11-2010)
 ISLAMABAD, Nov 25: Prices of petroleum products are estimated to increase by about 5 per cent or Rs4-5 per litre on Nov 30 because of rising prices in the international market.
The surge in the prices of oil and a higher than anticipated increase in that of natural gas is likely to push the rate of inflation higher than the 9.5 per cent estimated in the federal budget and subsequently revised to 14.5 per cent.

Informed sources told Dawn on Thursday that the prices of almost all petroleum products had risen substantially in the international market and that would be passed on to consumers later this month.

Simultaneously, the Oil and Gas Regulatory Authority (Ogra) is expected to revise upwards the prescribed prices of gas in a few days on separate tariff petitions of Sui Northern Gas Pipelines Limited (SNGPL) and Sui Southern Gas Company Limited (SSGCL), seeking increase of up to a 13 per cent. Through their separate petitions, the SSGCL has sought an increase of Rs28 per unit and the SNGPL of Rs40.

Ogra has almost completed its assessment of revenue requirements of the two gas utilities for the current year but has not yet made up its mind about the size of price increase. The increase in gas prices will be effective from Jan 1.

The sources said the prices of petrol and kerosene would go up by about Rs4 to Rs4.50 per litre and that of diesel by Rs5 per litre. This will be the second increase in prices during the current year. Last month, the prices were increased by up to 9 per cent.

The prices touched a peak of Rs86.66 per litre during April-September 2008 and declined to their lowest level of Rs56.21 per litre in June last year.

As a result of the increase, the government’s revenue on oil products will go up because of flexible general sales tax which moves up with the price rise. Last year the government is reported to have collected about Rs315 billion on oil prices, including Rs115 billion as GST on domestic sales.

Besides a 16 per cent variable general sales tax on all petroleum products charged to consumers, the government also collected a fixed petroleum levy at the rate of Rs10 per litre on petrol, Rs14 on high octane blending component, Rs6 on kerosene, Rs3 on LDO and Rs8 on high speed diesel.

The price increase will propel the rate of inflation and cost of industrial production which is already under pressure because of higher electricity and gas tariffs and energy shortfalls.

As a result of increased import prices, profit margins of dealers and oil marketing companies increased by 11per cent last month and the rate of GST collected by the government surged by up to 9 per cent. This is because the dealer commission and company margin are payable at the rate of 4 and 5 per cent, respectively, while the GST at 16 per cent results in higher revenue for the government.

Conversion-Rates (Dawn 26-11-2010)
 KARACHI: The following are November 26, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.

US dollar                Rs   85.5358
Japanese yen        Rs     1.0224
Pound sterling      Rs 134.7873
Euro                          Rs 113.7540

LIBOR

The following is Libor rate for calculating interest on special US dollar bonds for November  25.

Libor

For 6 months    0.44%

Six Day Banking Week (Dawn 26-11-2010)
 ISLAMABAD, Nov 25: The State Bank of Pakistan and all offices of SBP Banking Services Corporation will observe six-day working week with effect from Saturday (November 27) in compliance with federal government`s decision to discontinue five-day working week. 
The State Bank and SBP Banking Services Corporation will observe the following office timings from Monday to Thursday 9.00am to 5.00pm (one hour lunch/prayer break from 1.30pm to 2.30pm. On Friday the timing will be 9.00am to 5.00pm (two-hour lunch/prayer break from 1.00pm to 3.00 pm). And On Saturdays the timings will be 9.00am to 1.30pm (without break).—APP

Seminar On Rgst Held (Dawn 26-11-2010)
 KARACHI, Nov 25: The government is to introduce a uniform standard tax rate by replacing 12 tax rates to make it easy for the common man to understand the new tax regime. 
This was stated by Khawaja Tanveer Ahmed, commissioner RTO Karachi, while speaking at a seminar on Thursday.

He said under the Reformed GST the government has short listed exemptions from 460 items to just 15 items, which would help in increasing the revenue collection.

The seminar on RGST was organised by Institute of Cost and Management Accountants of Pakistan (ICMA) and Professional Accountants Forum (PAFO) at ICMA premises.

Exporters To Benefit Eu Revises Rules Of (Dawn 26-11-2010)
 KARACHI, Nov 25: The European Commission (EC) has adopted regulation revising rules of origin for products imported under the Generalised System of Preferences (GSP). 
The new regulation to be enforced from Jan 1, 2011, would immensely benefit Pakistan and other developing countries on their exports to least developed countries.

The commission through a notification on Nov 18, 2010, stated that the new regulation relaxes and simplifies rules and procedures for developing countries wishing to access the EU`s preferential trade arrangements.

The positive step in the new regulation is that it eliminates the existing two step process for production of readymade clothing. This would mean that imported fabrics can be used by the least developed countries (LDCs) and they can still get a GSP plus status for exporting to EU members, observed a leading garment exporter.

He further said that Pakistan would be one of the biggest beneficiary, specially in case of exporting fabrics to Bangladesh. This means that when EC`s new regulation comes into affect Bangladesh garment manufacturer using Pakistani fabric for production of clothing and export to EU countries would also get a duty-free GSP plus status, he maintained.

Earlier, the Bangladesh garment sector was only getting duty free status on using their local made fabrics.

Consequently, exporters believe that on getting level- playing field it would help boost export of fabric from Pakistan to Bangladesh.

In the past, exporters said the Bangladesh Textile Mills Association (BTMA) had been discouraging such moves to benefit their local mills, which were enjoying huge benefits as compared to international suppliers.

Algridas Semata, Commissioner for Taxation, Customs, Anti-Fraud and Audit, is quoted to have said: “By updating the EU`s rules of origin, we will help to ensure that developing countries really benefit from the trade preferences on offer to them, and that the world`s poorest don`t lose out due to unnecessary complexities in our system.”

Rules of origin are used to determine whether imported goods really originate in countries covered by the EU`s preferential trade arrangements, thereby making them eligible for a preferential customs tariff.

The current rules of origin, which date back to the 1970s, have been criticised for being too complex, too stringent and out-of-date.

The regulation adopted by the Commission has considerably simplified the rules of origin so that they are easier for developing countries to understand and to comply with.

The new rules take into account the specific needs of different sectors of production and in particular processing requirements, amongst other things.

In addition, special provisions are included for least developed countries, which would allow them to claim origin for many more goods, which are processed in their territories, even if their primary material does not originate there.

Rs31m Duty Evasion Scam Unearthe (Dawn 26-11-2010)
 ISLAMABAD, Nov 25: The Directorate-General of Intelligence and Investigation, Federal Board of Revenue, has unearthed a scandal involving dubious export of polyester products, valuing more than Rs31 million for evasion of duty drawback.

The FBR announced on Thursday that customs officials seized two consignments, comprising five containers in the dubious export of polyester cotton bed sheets, polyester printed fabrics and cotton dyed terry towel/polyester bathrobes, etc., by misdeclaring its description, classification, value and weight in the guise of export of valeur fabrics and cotton viscose fabrics which are high rebateable items.

The FBR says the seizure was made following a credible information received by the Directorate General Intelligence about involvement of Al-Fareed Fabrics (Pvt) Ltd Faisalabad and Pacific Textile Mills Karachi attempting to falsely declare export to the United Arab Emirates.

The Customs Intelligence staff intercepted three 40ft and two 20ft containers declared as printed valeur fabrics and cotton viscose fabrics under duty drawback claim in terms of relevant SRO exported by the textile mills of Faisalabad and Karachi. The examination of the five containers resulted in the recovery of polyester cotton bed sheets, polyester printed fabrics and cotton dyed terry towel/bathrobes etc. It is pertinent to point out that not a single piece of valeur fabrics, as declared in the `goods declaration`, was found in the five containers during examination.

The FBR says both the consignments, consisting of five containers and valuing more than Rs31 million, have been seized against proper documentation. The incidence of undue duty drawback, in the dubious export of five containers, has been worked out to be about Rs733,314.

Two Percent Power Tariff Hike By First Week Of December Planned
 (Business Recorder 26-11-2010
 ISLAMABAD  (November 26, 2010) : The Ministry of Water and Power plans to increase power tariff by 2 percent in the first week of next month (December) as per agreement with the international financial institutions, well-informed sources told Business Recorder.

The government has already raised power tariff by 66 percent in the last 32 months due to poor management, huge losses in transmission and distribution companies and continuous increase in fuel prices ie furnace oil and gas.

According to the business plan submitted by the defunct Pakistan Electric Power Company (Pepco), two percent raise in electricity tariff will be notified every month until it totals 24-25 percent at the end of current fiscal year. The International Monetary Fund (IMF), in its latest aide memoire welcomed the authorities' energy sector reform plan and its initial stages of implementation. However, the Fund has emphasised to the authorities that the reform plan and its budgetary impact requires an assessment by the World Bank and Asian Development Bank (ADB).

Recently, the federal government notified two percent increase in consumers end tariff across the board. The country's business community is already protesting against the previous increases in electricity and gas tariff, which account for the local industry becoming uncompetitive in the region. Meanwhile, National Electric Power Regulatory Authority (Nepra) has reduced power tariff under monthly fuel adjustment mechanism by Rs 0.32 per unit.

On Thursday, owing to the decrease in power production in October, Nepra approved a reduction of Rs 0.32 per unit for eight electricity distribution companies of the country. This benefit will be passed on to the consumers in next month's bills. Nepra Chairman Khalid Saeed demanded, in an open hearing, the details of the power purchase agreement between Karachi Electric Supply Corporation (KESC) and the Central Power Purchase Company (CPPA).

A spokesman of the Ministry of Water and Power revealed the following monthly fuel price adjustment: 33 paisa per unit reduced for the month of August, 36 paisa per unit for the month of September and 32 paisa has been reduced for the month of October 2010. The reduction in the per unit price during the last two months (August-September) under monthly adjustment has already been passed on to the consumers and the relief for the month of October will be given in the forthcoming electricity bills, he added.
Proposed Eu Trade Package Lobbying Stepped Up
 (Business Recorder 26-11-2010)
 ISLAMABAD  (November 26, 2010) : Pakistan has intensified lobbying for the proposed European Union (EU) trade package which is yet to be cleared by the EU parliament and the World Trade Organisation (WTO). As part of the lobbying strategy, Secretary Commerce, Zafar Mahmood has dashed off to Geneva to meet European Union (EU) ambassador, Indian ambassador and Lesotho ambassador to WTO so that they may not create any problem in the passage of the much talked about EU trade package.

Lesotho holds the current chair of the WTO trade and goods panel before which the EU package will be presented for approval. "The Secretary Commerce is meeting the three ambassadors on Friday in Geneva as part of Pakistan's lobbying policy," said an official on condition of anonymity.

Recently, Zafar visited Sri Lanka wherein he requested the concerned authorities not to challenge the trade package approved by the EU as this package will not hurt Sri Lankan textile exports related interests in the European countries. "Colombo has assured us that they will not oppose Pakistan specific EU trade aid package," sources added.

Recently, EU governments approved trade concessions to Pakistan in a move to help the country recover from July/August floods which caused nearly $10 billion damage. The EU package, which will be implemented from January 1, 2011, would cover 75 Pakistani exports - from cotton sheets to clothing and ethanol - which will be allowed to enter the EU free of duty. The EU has not accepted Pakistan's request for replacement of 15 tariff lines, which, according to the Textile Ministry, would benefit Pakistan's textile industry. The duty waiver now needs approval from the WTO and the European Parliament.
New Eu Customs Rules A Boon For Pakistani Fabrics
 (Business Recorder 26-11-2010)
 KARACHI  (November 26, 2010) : The European Commission's revised customs rules have opened new export venues for Pakistan to get more orders for fabrics from less-developed countries (LDCs). Sources in textile industry told Business Recorder on Thursday that under the new regulations, the EU has revised Rules of Origin for products imported under the Generalised System of Preferences (GSP).

New regulations will apply from January 1, 2011, which will simplify procedures for developing countries including Pakistan wishing to access to the EU preferential trade arrangements. With this announcement, fabrics' exports will increase from Pakistan generating more foreign exchange for the country, sources said. "The main and positive step of these regulations is that they will accept one step process instead of existing two-step process for production of ready-made clothing," said Shahid Soorty, Chairman, Pakistan Denim Manufacturers and Exporters Association (PDMEA).

"This means the imported fabric can be used by LDCs besides getting GSP+ status for exporting to EU countries," he added. He appreciated the EU decision saying that Pakistan will be one of the biggest beneficiaries especially after these changes and in case of exporting fabrics to Bangladesh ie once the Bangladesh garment manufacturer uses Pakistan fabric for production of clothing and export to EU countries, he will also get a duty-free GSP+ status.

Earlier, they (Bangladesh exporters) were only getting the duty-free status by using their local made fabric. This will boost up the sales of fabric from Pakistan to Bangladesh. This had been discouraged by Bangladesh Textile Mills Association (BTMA) for last few years in order to provide a benefit to their local mills, which were enjoying big incentives as compared to the international suppliers, Soorty said.

This was against the free trade practice and now there will be level playing field for all, he said and added that it is expected that the country's fabrics export will mark healthy growth during 2011. He said that EU Commissioner for Taxation, Customs, Anti-Fraud and Audit has also made it clear that by updating the EU's rules of origin, they will help ensure that developing countries really benefit from the trade preferences on offer to them, and that the world's poorest don't lose out due to unnecessary complexities in our systems."

Soorty said Bangladesh is already a leading exporting country to the EU and its textile export stood at $18 billion, while Pakistan's export is still about $11-12 billion. With these changes export of fabrics from Pakistan will definitely increase the cumulative export of textile sector, he added.
Pakistan Business Council Backs Rgst
 (Business Recorder 26-11-2010)
 KARACHI  (November 26, 2010) : The Pakistan Business Council (PBC) a private sector business policy think tank cum advocacy group supports an across the board implementation of the Revised Sales Tax in the Country. The PBC members which represent 30 of Pakistan's largest business groups including multinationals are of the opinion that an across the board implementation of Sales Tax will lead to a greater documentation of the economy.

This greater documentation should lead to higher tax collection and this higher tax collection it is hoped will provide the government with the fiscal space required to lower tax rates in due course. The PBC supports the RGST Bill, which has recently been laid before Parliament and calls on all organisations/individuals who want an equitable distribution of the tax burden to support the proposed legislation.

The PBC, would, however request the government to address the genuine concerns of some segments of the formal economy regarding certain clauses of the Bill; especially the refund process. PBC is of the view that it is important for the FBR to ensure that a transparent and tested refund mechanism is in place to allay the concerns of the business community and also not jeopardise exports.

Pakistan's current tax regime is flawed and inequitable, large segments of the economy are currently out of the tax net, and this is reflected in a Tax-to-GDP ratio which is one of the lowest in economies at comparable levels of development. The PBC recognises that unless there is a significant increase in the Tax-to-GDP ratio, the economic development will not reach a level that is essential to meet the aspirations of a fast growing population. The government must be supported in its efforts to widen the tax base, however at the same time the PBC requests the government to look beyond the legislative process as there appear to be certain lacunas in the Draft Bill that could seriously hamper the smooth implementation. The success of the proposed RGST Regime will depend greatly on the government's ability to implement the law and of course it acceptance by the stakeholders; for which a greater effort is needed from the government.-PR
World Bank Mission To Visit Fbr To Review Progress Of Ers
 (Business Recorder 26-11-2010)
 ISLAMABAD  (November 26, 2010) : A World Bank (WB) technical assistance mission will visit the Federal Board of Revenue (FBR) from November 26 to December 7, 2010 to review the progress of the Expeditious Refund System (ERS) for speedy payment of sales tax refund under the reformed general sales tax (RGST) regime.

Sources told Business Recorder here on Thursday that the WB mission headed by Carlos Silvani will also review the Tax Administration Reform Project (TARP) particularly issues relating to the ERS, Pakistan Customs Computerised System (PACCs), data warehouse, FBR Information Management System (IMS) Wing and results of enforcement strategy to broaden the tax base by checking non-compliant taxpayers.

The WB mission will meet the FBR team of tax managers including FBR Chairman Sohail Ahmed. The mission members are Paulo dos Santos, Wyatt Grant and Orlando Reos. The WB mission will also visit the Regional Tax Office Karachi, RTO Islamabad and Data Centre Islamabad to review the IT systems of taxation.

The WB technical assistance mission would obtain an update on the WB Action Plan for implementation of the reforms particularly RGST. The FBR has issued instructions to all members to submit the latest update on the reforms to the FBR Strategic Planning and Statistics Wing by end of November.

The implementation of the ERS is one of the most important areas to be discussed during the upcoming meetings. The timely payment of sales tax refund is the key component of the RGST following withdrawal of zero-rating facility of leading export sectors. The FBR has given an option to all registered persons including manufacturer-cum-exporters and commercial exporters to electronically file refund claim through the FBR Web-Portal. Previously, facility for obtaining sales tax refund under the Expeditious Refund System was only available to the manufacturers-cum-exporters. Now, the FBR has allowed all categories of registered persons to electronically file refund claims.

The electronic payment of refund facility under the Expeditious Refund System would also be available to the persons claiming refund of sales tax under section 66 of the Sales Tax Act and diplomats, diplomatic missions and privileged persons and organisations, who purchase goods or services on payment of tax and are otherwise entitled to receive zero-rated supply.

The FBR Member Enforcement and Member Domestic Operations will inform the WB about the status of the ERS on December 1, 2010. The FBR Member Legal and FBR Member Enforcement would inform the WB about the implementation of the automatic application of penalties and automatic initiation and follow up notices to stop filers and short-filers.

The WB action plan said that the fundamental changes recently introduced in the FBR's organisational structure, management capabilities, and the IT infrastructure should facilitate the envisioned advent of a more effective and equitable tax administration. These changes include the creation of the Inland Revenue Service, the establishment of a new functionally integrated organisation, and the amendments of domestic tax laws to made tax procedures consistent with the new FBR organisational structure, it added.

The FBR Member Customs would brief the WB about the latest position of the PACCs and the 'WeBOC' customs clearance systems. About the new customs clearance system, sources said that the WeBOC (Web Based One Customs) is a new product that is being developed by PRAL, with participation of a customs business development team. It uses an electronic messaging system to process information from declarants and port authorities. It shares a common database with 'OneCustoms' and is web-based. An initial version of it was piloted in a proof of concept implementation at the Islamabad airport, with a very limited number of declarants participating in its operation.

A pre-production version of the software is being finalised and is targeted for pilot implementation at Karachi international airport later this calendar year, once the customs business team accepts the product as ready for piloting. If the pilot is successful in Karachi, there are plans to deploy it first to the other airports in the country and then to all remaining locations. The WeBOC is fully compatible with 'OneCustoms' and can read most of the electronic messaging processed by PaCCS. It was reported there is good support for participating in the pilot in Karachi airport as the declarants and their agents see it as a way to improve processing times. There appears to be limited formal acceptance documentation available on this project, nor is it clear whether the Customs Wing fully supports this initiative as a way forward.

The mission has started review of the quarterly performance of the FBR taking into account action-plan given by the donor agency. During upcoming talks between the WB and the FBR, tax authorities would brief the review mission about the latest status of the IMS Wing and IT related functions being taken under the reforms.

The FBR Enforcement Wing would inform the mission about the enforcement actions taken against the non-compliant taxpayers particularly recovery from defaulters. The FBR would give a detailed presentation to the WB about the enforcement actions taken in 2009-2010 for broadening the tax-base. The FBR had laid down performance rating benchmarks in terms of non-compliance ratios. Under the benchmark fixed for the Large Taxpayer Units (LTUs) and Regional Tax Offices (RTOs), there should be less than one percent non-filers/short filers in LTUs, less than 7 percent medium size non-filers in RTOs and less than 20 percent small business entities non-filers in RTOs. The board has launched the enforcement plans for direct and indirect taxes to lay down systematic enforcement procedures and to evaluate their effectiveness through monthly reporting system for field formations.

The mission will convene meetings with FBR Members Direct Policy and FBR Member Indirect Taxes Policy to have an update on the implementation of the policy measures to broaden the tax-base. The issues relating to the Inland Revenue Service and integration of taxes would also come under discussion. The enforcement provisions of the Finance Act 2010 would be discussed between the FBR and the WB officials to check the level of compliance in the field formations. The mission members would also meet senior sales tax officials to know about the legal and technical issues raised by the business and trade regarding reformed GST implementation. FBR Member Strategic Planning and Research would inform the WB officials about the latest status of TARP with progress on the action-plan for implementation of reforms.
Anti  People Policies Pushing Country Towards Destruction Kcci Chief
 (Business Recorder 26-11-2010)
 KARACHI  (November 26, 2010) : Today the economy is witnessing its darkest moment. Post-flood era, a time when unanimous efforts are strongly needed to strengthen the country's economy, government is making itself unpopular with irrational and sloppy policies and infuriating common man/businessmen's difficulties, leading itself towards doomsday at a rapid pace, said President Karachi Chamber of Commerce and Industry (KCCI), Muhammad Saeed Shafiq while addressing as chief guest at the third anniversary of a leading multinational cash-n-carry chain 'Metro'.

Shafiq said the business community is staging protests against petroleum prices, gas outages, exorbitant taxes; chaos is prevalent in the entire country. Energy crisis has created a fiasco in industries with irreverent increase in power prices, gas load-shedding, fuelled impetus to manufacturing/production cost. Nagging extortionists, dwelling in criminals' shelters with powerful backing, law and order situation has taken the peace out from society. Rise in petroleum prices wage inflation to sky-high level, while Reformed General Sales Tax (RGST) and flood tax are acting as the last nail in the coffin, and paralysing the already numb economy.

He said that the business community should be recognised as the fourth pillar (of the state). Government imposes its decisions without any mutual discussion, collective negotiation. This fourth pillar which submits 90 percent in government's exchequer, a sector that is already paying taxes, has been brought under further taxation which is totally unjustified and the whole business community unanimously rejects government's decision. The recent decision represents government's commitment to foreign donors and to assure its luxuries. To further squeeze the already submissive business community is not the valid outcome and would never fulfils government's dream of increasing tax-base. On the contrary, this would further deviate taxpayers totally numb with the mad rollout by the government, he said.

KCCI president said the 'feudal-based' executive machinery should come out of their biased and lopsided policies and bring in the tax free sectors, such as agriculture sector. Today we are moving towards a dangerous civil war; be it a common man or businessmen, they are on the verge of collapse with the sheer catastrophe and paranoia created by high inflation, worst law and order situation and sky rocket inflation, he warned. Talat Mahmood, Senior Vice President KCCI and chamber's Managing Committee members were also present at the event. Metro Head of Trade shared company's presentation, its achievements and future plans.-PR
Small Traders Warn Government Of Protests Against Rgst 
(Business Recorder 26-11-2010)
 KARACHI  (November 26, 2010) : What incentives will the already dwindling cottage industry will receive in return for paying reformed general sales tax (RGST)?, asked small traders Thursday, after the government sped up its efforts to muster support for the tax bill to be presented in the National Assembly.

"The families of those traders who were killed in the recent terror incident at Shershah scrap market have not received any compensation from the government, and yet it wants the small traders to pay taxes," they maintained. "Paying taxes with no hope of government incentives, besides soaring input costs and atmosphere of insecurity in the city will not be possible," they said.

They urged the government to bring wealthy section of the society into RGST net and spare the inflation-hit small traders. "Why not the government brings the landlords and big agriculturists into the tax net," asked the Sindh chapter President of All Pakistan Organisations of Small Traders and Cottage Industries, Mehmood Hamid.

Reacting to the PPP's efforts for getting maximum political support to pass the RGST bill, he said, the PPP members of national assembly should also follow MQM, ANP and JUI-F in opposing the tax in the greater national interest. He said small traders would also increase their contacts with opposition political parities to put pressure on the government not to legislate the controversial tax bill.

"Paying taxes without benefits has become culture of the country, which should be changed once and for all," he said, adding the government should first announce incentives to taxpayers. Unfortunately, taxpayers do not receive incentives from the government, which encourages many in the country towards evasions, he observed.

He said whole industry was facing severe power shortage, besides increasing electricity tariffs every now and then have virtually collapsed even the healthy manufacturing units. "The government is reluctant to bring big landlords into tax net although it is also the IMF's persistent demand," he regretted.

Expressing fears, he said the 15 percent RGST would multiply the inflation and give rise to prices of essential commodities in the country. "The inflation will not be 15 percent as finance minister thinks, rather it will reach at least 40 percent once the deadly tax is implemented," Hamid said. He warned if the government passed the tax bill into Act, small traders would stage countrywide protest rallies.
Hefty Power Bills Power Loom Owners To Take Out Rally On November 27 (Business Recorder 26-11-2010)
 MULTAN  (November 26, 2010) : The officials of Multan Electric power Company (Mepco), by sending hefty electricity bills, have compelled the owners of power-looms and cottage industry to shutdown their units once and for all. Power-loom owners have announced to take out a protest rally outside Multan Press Club on Saturday (tomorrow) against the highhandedness of Mepco officials.

All Pakistan Power Looms Association Secretary, Khaliq Qandeel Ansari revealed that electricity meters are being stolen daily from poles. More than 100 meters were stolen overnight in Manzoorabad sub division, but Mepco staff is not ready to give these meters in safe custody of the consumers.

He further said the entire department of Mepco is forcing small industrial units such as power-looms to closedown, partially due to load-shedding and partially by issuing them inflated electricity bills. He pointed out that over 50,000 power-looms are running in Multan to provide clothes, bedwear and other exportable textile items but many looms have closed down due to imperious and arrogant behaviour of Mepco officials.

Ansari said that with the benign help of Mepco Chief Executive Guftar Ahmed, XEN M&T and XEN Operation send their SDOs to the owners of individual industrial units, asking them to grease their palms if they want to receive their utility bills according to the previous routine. If a unit owner dares to refuse giving illegal gratification to them, he has to face the music with hefty bill. He said that the 'cruel officials' usually send over Rs 50,000 electricity bill to power-loom owners previously getting Rs 20,000 to Rs 40,000 amount bills.
Rgst Bill Mere Replica Of Vat Act 2010 Parekh
 (Business Recorder 26-11-2010)
 KARACHI  (November 26, 2010) : Bureaucracy has failed to come up with pragmatic reforms in GST, as it is a complete replica of VAT Act 2010, which the government tried to introduce in the last Finance Bill, said Saleem Parekh, Chairman, Pakistan Hosiery Manufacturing and Exporters Association.

He revealed that VAT ACT 2010 was unanimously disapproved by the stakeholders on the grounds that with the presence of existing General Sales Tax Act, 1990, there is no need to introduce an altogether a new law. He said the existing law of GST was now very much established and both the tax authorities and the taxpayers are very much well versed with the existing law and procedure.

The Finance Minister after appreciating the genuine reservations of the taxpayer community had specifically assured in his budget speech that no new VAT law will be introduced and necessary changes and amendments will be made in existing GST law. However it is indeed an irony that despite all this hue and cry and lapse of time the same VAT ACT 2010 is presented before the Senate with just change of name as Reformed General Sales Tax Bill, he added.

Parekh raised serious reservations on the draft bill and claimed that there is no need to introduce altogether a new law, with unlimited discretionary powers to the bureaucracy and tax officials who remain unquestionable in the draft bill.

He said that business community is not against the broadening of tax base, withdrawal of unnecessary exemptions and extension of GST on services or any other untapped sector, however, they will not allow government to further squeeze the already existent taxpayers.

He claimed that business community was not taken on board upon draft bill of RGST. The content of this bill apparently reflects bureaucratic approach towards taxpayers1 community, he observed. Parekh said that without the co-operation and coordination of all the stakeholders the RGST would not at all be beneficial. He demanded that the government and the opposition must carefully go through and peruse the contents of the draft reformed GST bill comparing it with the existing law before taking any initiative on it.

He said that it has been proved that it is always difficult for any society to adopt a new law, therefore, at this crucial time making the law more simplified and focusing on broadening of tax base and tax net is more feasible than introduction of new law which will prove an exercise in futility and sheer waste of time and energy.-PR
Senate Body Gives 19 Recommendations, 15 Dissenting Notes On Rgst
(The News 26-11-2010)
 ISLAMABAD: The Senate Standing Committee on Finance and Revenue finalised on Thursday its proposals on the Reformed General Sales Tax (RGST) making 19 recommendations and including 15 dissenting notes given by the PML-N, PML-Q, ANP,BNP-A and MQM.
The Senate committee finalised its recommendations on the RGST and other tax proposals unanimously both by treasury and opposition benches and asked the government to exempt food items, stationary for education purposes and medicines from the RGST mode.
The committee recommended to the Senate that the finalized recommendations might be transmitted to the National Assembly. Although the recommendations of the Senate are non-binding in case of money bill but the party position indicates that those who are opposing the RGST, are only interested in ensuring ‘face saving’ instead of making real efforts to block its smooth passage.
“After agreeing to the unanimous recommendations, some members of the committee desired that their principled position should be reiterated in the committee report by incorporating their dissenting points,” the contents of finalized report of the Senate Standing Committee on Finance and Revenues, available with The News, states.
The dissenting notes were given by PML-N, MQM, PML-Q, BNP-A, JI and ANP. Senator Kulsoom Perveen of BNP-Awami said that the government was not giving due importance to their proposals so they might not vote for the RGST.
The committee met with Senator Ahmed Ali of the MQM in the chair on Thursday here at the Parliament House in which the FBR rejected most of the recommendations given by PML-N leader Ishaq Dar.
A heated debate triggered during the proceedings of the committee when Professor Khurshid Ahmed of Jamat-e-Islami asked the committee to re-consider the approval of the exempted stationary for education purposes, as it would be quite difficult to differentiate stationary required for education and for other purposes.
When Professor Khurshid pressed upon his point, Chairman of the Committee Senator Ahmed Ali and PML-Q Senator Haroon Akhtar also supported him but the PPP’s senator Islamudin Sheikh opposed it by saying that they did not waste their time for finalizing the report so there should be no change. Finally, it was decided that by listening recorded tape, the committee would finalize its recommendations in this regard.
However, Chairman FBR Sohail Ahmed said on the occasion that it was prerogative of the committee to recommend any proposal but the FBR would oppose exemption of RGST on school uniforms and stationary.
Senator Ishaq Dar stated that his party position on RGST Bill 2010 was clubbed with four conditions, which included imposition of wealth tax, initiation of measures for eradication of corruption, which is estimated to eat away Rs350 to 400 billion, adoption of austerity measures starting from top and checking losses of Rs300 billion incurred by eight public sector enterprises.
ANP Senator Illyas Bailour stated in his dissenting note that his recommendation of taxing agriculture income had not been accepted. Senator Ahmed Ali in his dissenting note said that zero-rated regime for textile sector should be maintained and one-time agriculture income tax should be imposed by the provinces, as it is provincial subject under the constitution.
Professor Khurshid Ahmed in his dissenting note stated that he still felt that appropriate provincial legislation and resolution from the provincial assemblies under Article 144 were a constitutional requirement before any legislation could be made in the Parliament regarding the sales tax on services and all the matters directly or indirectly related to that. He said that the present bill was introduced under the pressure of international financial institutions particularly the IMF.
It has been brought to the Parliament in haste and it became clearer during the proceedings of the committee meeting, he further said. PML-Q Senator Haroon Akhtar stated in his dissenting note that the agriculture income must be taxed in the same manner as other income in the country. By imposing agriculture income tax, he stated, could generate revenues in excess of Rs100 billion.
Fbr Officials Join Traders,Politicians In Slamming Reformed Gst
 (The News 26-11-2010)
  KARACHI: Senior officials of the Federal Board of Revenue (FBR) have censured the imposition of reformed general sales tax (RGST), saying it will inflate prices and directly hit the poor rather than bringing the rich into the tax net.
A telephonic survey, conducted by The News on Thursday, showed that several commissioners and additional commissioners of FBR’s Inland Revenue department ñ at the Large Taxpayers Unit (LTU) and Regional Tax Office (RTO) - unanimously rejected the government claim that the tax would not be inflationary.
“Five sectors, which are currently zero-rated, would be taxed on local consumption under the proposed bill,” a senior official at the LTU Karachi said on the condition of anonymity.
Under the current Sales Tax Act, 1990, the exports and local consumption of textiles, leather, surgical goods, carpets and sports are zero-rated.
Under the proposed GST Bill, 2010, the zero-rating facility would continue, but local consumption would be taxed on the entire supply chain.
“The textile products alone will become 25 to 30 percent costlier due to RGST,” the officer said.
If conservative estimates are something to go by, 63 percent population of Pakistan is poor, 32 percent is moderate while only five percent fall in the category of rich people.
“This means the poor segment would be directly affected due to price rise,” the officer said.
Another official at the RTO Karachi said that the ruling party has failed to live up to its slogan of providing food, clothing and shelter to the common man.
“Food and shelter are already quite expensive, now the government is up to deprive the people of affordable clothing,” one of the officials said.
The exemptions provided under draft GST Bill, 2010 did not cover all the items of basic needs, he said.
“The drug prices, for instance, will increase because the bill has not provided exemption on all medicines,” an official at the LTU Karachi said.
According to the draft bill, he said, only those life-saving drugs would be exempted from tax on imports and supplies, which are specified by the revenue body.
Similarly, though the bill proposed exemption to wheat and wheat flour from general sales tax, but several by-products would be subject to sales tax.
The tax officials said that the reformed general sales tax is an indirect tax and it is based on consumption. “This kind of tax would hit masses,” an official said.
In the past, the revenue body had repeatedly advised the government to bring agriculture income into the tax net, which is exempted under the Constitution.
Due to political appointment in the FBR, the revenue body now surrendered the demand of agriculture income tax, the official said.
In a quarterly report released in early 2007, the revenue body had said that due to exemption to the agriculture sector major loophole has been created in the taxation system.
“One really wonders how to justify tax exemption to income earned by sprawling orchard-owners and those who are engaged in lucrative horticulture business,” the FBR said.
The FBR said that the contribution of agriculture sector in the GDP is slightly over 21 percent and its contribution to taxes is only 1.1 percent.
“This has been due to wide-ranging tax exemptions granted to this sector, narrow tax base, low compliance and enforcement and constitutional constraints, whereby, taxation of agriculture income is a provincial subject,” it added.
Anecdotal evidence suggests that keeping agriculture sector outside the tax net has provided ample opportunities for tax avoiders and evaders to declare their earnings as agriculture income.
Some officials highlighted internal flaws of the revenue body, causing a serious blow to the industry as refunds system has been computerised. The reformed general sales tax is based on input/output tax on supplies and refunds would be given in accesses to value addition.
The officials said that despite FBR efforts to computerise the refund system it would not be able to cater to the rising claims in the post-RGST regime.
Some other officials pointed out at enforcement challenges, saying that the declaration under the reformed general sales tax would be on self-assessment and the revenue body has no such capacity to determine the actual declaration.
An official said that sometime back the RTO Karachi had deputed sales tax officials at restaurants and hotels to detect the actual sales tax collection by the hotel industry.
“The exercise has been stopped after tax officials were found in corrupt practices,” the official added.
Forex Reserves Fall To $16.852bn
 (The News 26-11-2010)
 KARACHI: Pakistan’s foreign exchange reserves dropped to $16.852 billion by the week ended on November 19 from $16.91 billion a week ago, the State Bank of Pakistan (SBP) said on Thursday.
The foreign exchange reserves held by the central bank were marginally down by $18 million to $13.109 billion. Similarly, the reserves held by commercial banks fell to $3.743 billion, it said.
Pakistan’ foreign exchange reserves have lost around $250 million after touching a historic high of $17.1 billion on October 15. The increase was on the back of healthy inflow of remittances and flood aid. The reserves received a further boost in September after the International Monetary Fund (IMF) sent $450 million in emergency assistance to flood relief. IMF said the money would help with additional spending for flood relief and support immediate foreign exchange needs for imports.
Two years back, the forex reserves plumbed to the lowest level of $6.59 billion amid severe economic deterioration.
However, reserves position improved after the loan approval from the International Monetary Fund (IMF) under a standby arrangement of $7.6 billion in November 2008. The amount was later increased to $11.3 billion in August 2009.
The country has so far received five tranches under the loan agreement and the remaining amount is linked to the imposition of the reformed general sales tax.
The country has received around $7.3 billion in five instalments and the last worth $1.13 billion was received in May.
More Bank Branches Demanded For Duty Payment
 (The News 26-11-2010
 KARACHI: Karachi Customs Agents Association (KCAA) has urged the State Bank of Pakistan (SBP) to increase the number of bank branches for payment of customs duty, a statement said on Thursday.
The association said that only three counters at the National Bank of Pakistan, Customs House Branch are operational for the payment against goods declaration.
The number of average daily goods declarations is around 1,000-1,200 and the counters are insufficient to complete transaction, it said.
Mohammad Younus Soomro, President, KCAA, said that the bank staff taking advantage of the situation has separated the counters in the name of urgent and normal clearance and asking additional amount from traders and agents for fast clearance.
Soomro demanded the central bank and NBP to take immediate action and issue directives to bank staff to cooperate with trade in revenue payment.
He also urged that the number of counters should be increased at the NBP branch, besides increasing NBP bank branches in the city.
Other banks should also be directed to receive the payment against goods declaration to speedily transfer the revenue to the exchequer, he added.
Cotton Prices Rise Again As Shortfall Seen
 (The News 26-11-2010)
 KARACHI: Cotton prices rose to Rs8,500 to Rs 8,700 per maund on Thursday as traders anticipated a shortfall in the wake of lower crop arrivals, said dealers. 
“Prices can go slightly up in the coming days as the arrivals have been slow” said Naseem Usman, a senior cotton trader. 
Karachi Cotton Association (KCA) spot rate remained unchanged at Rs8,300 per maund. Cotton had traded around Rs 8,200 per maund on Wednesday. 
Phutti was selling at Rs 3,600-Rs3,800 in Sindh and Rs3,800-Rs4,000 in Punjab. 
There was no trading at the International Commodity Exchange, New York, because of holidays. There will be no trading on Friday as well. 
Shakeel Ahmad, a leading cotton trader, said the cotton prices had gone up following the international prices. 
“Now that they are coming down is also because of the international prices, which are now coming down.”
He further said that the leading buyers were still eager for fine lint, which they needed to meet orders of their domestic and international buyers, but fine lint was now rare in the market. Dealers said about 100,000 bales arrived daily in the market.
Pakistani Fabric Manufacturers To Get Boost
 (The News 26-11-2010)
 LAHORE: Pakistan’s fabric manufacturers got another boost from the European Commission that has allowed least developed countries (LDC) to use imported fabrics and still get a GSP plus status for exports to the EU countries, experts said on Thursday.
The new regulation, which will come into force from January 1, 2011, would simplify procedures for developing countries want to access the EU’s preferential trade arrangements.
“The main and positive step is that they could now use imported fabrics for production of ready-made clothing and still qualify for the EU zero-rated concession,” said Shahid Soorty, Chairman, Pakistan Denim Manufacturers and Exporters Association.
He said Pakistan will be one of the biggest beneficiary, especially in case of exporting fabrics to Bangladesh, ie, once the Bangladesh garment manufacturers use Pakistan fabrics for production of clothing and export to the EU countries will also get a duty-free GSP plus status.
Earlier, they were only getting duty-free status by using their locally manufactured fabric. This will boost up the sales of fabrics from Pakistan, they said.
While the new regulation has been welcomed by fabric manufacturers in Pakistan it has been deplored by the Bangladesh Textile Mills Association (BTMA) as their member mills are enjoying huge benefits as compared to the international suppliers.
“This was against the free trade practice and now there will be level-playing field for all,” said Soorty.
European Union Commissioner for Taxation, Customs, Anti-Fraud and Audit S Algirdas Semata, while explaining the new regulation said that updating the EU’s rules of origin, will help ensure that the developing countries really benefit from the trade preferences on offer to them, and that the world’s poorest don’t loose out due to unnecessary complexities in the EU system. All Pakistan Textile Mills Association Chairman Ejaz Gohar also welcomed the new EU regulations.
‘The new regulation would benefit Pakistan’s weaving sector more than the concession provided by the EU directly to Pakistan to help its flood-affected areas,” he said, adding that there is growth limit of only 20 percent per annum on two years concessions provided to 75 textile categories.
There is no limit on fabrics export to the least developed countries that have great appetite for the Pakistani fabrics, he said.
Besides Bangladesh, Pakistan would find new buyers in Cambodia, Vietnam and numerous African countries, he added.
Meanwhile, Pakistan Readymade Garments Manufacturers and Exporters Association former chairman Ejaz Khokhar said that the value-added garment exporters welcome new export opportunities that have been opened for the weaving mills.
However, he expressed hope that the supplies to the domestic sector would not be affected by increased fabric exports.
Under the new circumstances, the fabric manufacturers would be able to utilise idle capacities for export orders, he added.
Leather Garment Makers May Get Rs40m Tax Refunds
 (The News 26-11-2010)
	KARACHI: Chief Commissioner Inland Revenue has assured members of Pakistan Leather Garments Manufacturers & Exporters Association (PLGMEA) to release their refund claims worth Rs40 million by next Wednesday, said chairman of the association on Thursday.
PLGMEA chairman Fawad Ijaz Khan said that the refund claims of sales tax and income tax were pending for 18 months. “Chief Commissioner Inland Revenue Imtiaz Ahmed Barakzai has assured releasing these claims latest by next Wednesday,” Khan said.
Barakzai made this assurance at a meeting with PLGMEA at his office on Wednesday. “This was the third meeting on the same agenda of refund claims with Commissioner in the last six months,” Khan said.
The PLGMEA delegation included Mohammad Danish Khan, Mohammad Saleem Ahmed and Mohammad Arif Qureshi. Inland Revenue officials present in the meeting included Commissioner Sikandar Aslam and Assistant Commissioner Chaudhry Khurram Aziz.
The refund claims piled up after the transfer of sales tax processing to income tax department one year ago. Many refund files were not easily traceable and sorting was consuming time, he said.
Khan also advised the Chief Commissioner to minimise frauds in the new Reformed GST Scheme by providing list of refund claims sanctioned every month to concerned association. 
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