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1. Annual-Plan-Seeks-To-Reduce-Energy-Shortage-Inflation
ISLAMABAD: The Annual Plan 2011-12, expected to be approved by the National Economic Council (NEC) on Saturday, seeks to focus on reducing energy shortages, interest rates and inflation during the next financial year with resource mobilisation measures like reforms in general sales tax and new taxes on wealth, services and agricultural income.
Prime Minister Yousuf Raza Gilani will preside over the meeting which will be attended by the four chief ministers, the prime minister of Azad Kashmir, Chief Executive of Gilgit-Baltistan, Governor of Khyber Pakhtunkhwa, provincial ministers for finance and planning and federal ministers.

The plan sets GDP (gross domestic product) growth rate at 4.2 per cent against 2.4 per cent expected during the current year.

Major contributors to this will be agricultural growth at 3.2 per cent, industrial growth at 3.1 per cent and 5 per cent improvement in services.

“Growth will rest primarily on revitalising the industrial sector by curtailing energy shortages and high interest rates that are presently discouraging the private sector from investing”, said Secretary Planning Sohail Ahmed in his summary sent to the NEC, a copy of which is available with Dawn.

Emphasis would be on restoring agricultural activity after the devastating floods that not only affected growth targets but also caused economic and social losses, he said.

The target rate of inflation (CPI) for 2011-12 has been set at 13 per cent against the revised estimate of 15 per cent for the current year, which was originally set at 9.5 per cent when last year’s budget was announced. “Taking into account ramifications of rising inflation during the last three years, price stability will be the top priority goal of the annual plan,” according to the summary.

It said: “Main focus of fiscal policy during 2011-12 would be to bring fiscal deficit to a manageable level by building consensus among all stakeholders for imposition of the RGST, wealth tax (and) capital gains tax; bringing the untaxed services sector under the tax net; imposing tax on agriculture income in order to broaden the tax base and addressing governance issues in resource mobilisation.”

The government will focus on managing its current expenditure by implementing austerity measures (approved by the cabinet two years ago), minimising untargeted subsidies and restructuring of public sector entities.

The development expenditure will be diverted to priority sectors like energy, water, human capital, innovation and technology transfer to lay foundation for long-term sustainable economic growth.

The NEC will ask provincial governments to lead their development programmes by directing resources to national priority sectors, mainly because of the completion of the devolution plan under the 18th Amendment on July 1 this year with the transfer of 18 federal ministries to the provinces.

Provinces will also be asked to generate cash surpluses in view of enhanced provincial share under the new NFC award to help the federal government limit fiscal deficit, attain higher tax-to-GDP ratio and adhere to the Fiscal Responsibility and Debt Limitation Act 2005.

The government expects to achieve an industrial growth rate of 3.1 per cent next year, with mining and quarrying growing by 1 per cent, manufacturing by 3.7 per cent, construction by 2.5 per cent and electricity, gas and water supply by 1 per cent.

Increased demand for construction after floods and uninterrupted power supply tariff for industrial zones should help revive industry.

During the current year, industrial sector was particularly hampered by electricity and gas shortages, resulting in a decline in production by 0.1 per cent.

The services sector is expected to grow by 5 per cent next year with the main contribution of 4.5 per cent growth coming from transportation, storage and communication.

The projected total investment to GDP ratio is 13.7 per cent with fixed investment at 12.1 per cent, while national saving is projected to be 13 per cent of GDP during the next fiscal, with national investment and saving gap at 0.7 per cent.

CORRIGENDUM: The government has set a tax revenue target of Rs2.1 trillion which is 23 per cent above the current year’s revised target of Rs1.71 trillion and not 2.3 per cent as printed on Friday in a report on next financial year’s budget.

2. Small-Depositors-Leaving-Banks-Sbp-Banks-Told-To-Stop-Imposing-Service-Charges-On-Saving-Accounts
KARACHI, May 27: Banks will not ask for service charges on regular saving accounts after the start of the new financial year, according to the State Bank. The move is meant to dissuade small depositors from leaving banks.
A circular issued on Friday said the State Bank had decided to prohibit all banks from levying any service charges for opening and maintenance of regular saving accounts with effect from July 1.

The number of small depositors has gone down significantly over the past few years, reflecting the poor performance of banks as well as the plight of small depositors brought about by a persistent double-digit inflation.

“It has been observed that in recent years the number of account holders, in particular the number of small depositors, has declined despite an increase in the number of bank branches,” said the SBP circular.

The State Bank observed that among other factors, the levy of service charges on deposit accounts was considered to be one of the main reasons for the flight of small depositors.

The new instructions will not apply on Special Deposit Accounts wherein banks offer added services to customers.

“The services rendered by banks for the opening and maintenance of regular savings accounts will be free of charge. There will be no condition of maintaining a minimum balance for these accounts,” the SBP said.

These instructions will apply equally to all existing and new accounts. Similarly, no charges will be recovered by banks at the time of closure of an account.

Banks will not ask for more than Rs100 as an initial amount for opening of regular saving accounts. Mustahqeen

However, no initial deposit will be required for opening of accounts by (i) of Zakat, (ii) students, (iii) employees of government or semi-government institutions for salary and pension purposes (including widows, children of deceased employees eligible for family pension/benevolent fund grant, etc.) and other similar types of accounts.

Key features of the Account Opening Form will be translated into Urdu and a printed copy of such translation will be shared with account holders at the time of opening of an account.

The circular said the banks would pay profit invariably on “Profit and Loss Sharing (PLS) Accounts” without any condition of minimum balance in accordance with instructions issued by SBP from time to time.

The State Bank has also advised banks to develop products for attracting deposits and encouraging savings.

“They shall make concrete efforts to provide maximum facilities in a friendly manner, to both existing and potential customers or account holders, for convenient and smooth operations of their accounts.”

The banks will also facilitate those BBA (Basic Banking Accounts) account holders who desire to convert their accounts from BBA to regular saving accounts

Instructions issued by the State Bank in 2003 and since have allowed banks to impose service charges on deposit accounts in keeping with services provided by them.

3.      Budget-A-Preview
SOME rules never change: an annual budget remains an expression of a government`s political and economic aspirations. It is not supposed to be a fire-fighting exercise. It must inform the people where the government wants to take the economy in the short to long term. After Z.A. Bhutto`s government in the 1970s, the incumbent coalition led by `his` PPP will have the rare distinction of being the second elected civilian set-up in Pakistan`s history to present its fourth annual budget. The coalition, however, has not succeeded in fitting its political and economic agenda into its previous budgets, and is unlikely to do so in the one for the next fiscal year. Nevertheless, this observation does not undermine some bold and politically unpopular decisions like the reduction in wasteful subsidies made by it to bring the economy back from the precipice.
The initial details of the budget for 2011-12 carried by Dawn on Friday show that the next fiscal is not going to be too different from the outgoing year or the previous few years. Though the government claims it will focus on fiscal consolidation next year to protect a fragile economic recovery, budgetary proposals tell another story. The government`s expenditure is increasing because of security conditions and debt-servicing. Security-related expenditure, for example, is going to be raised 15 per cent to Rs835bn. Similarly, a huge sum of Rs786bn will be consumed by interest repayments on public debt. This doesn`t include repayment of the principal amount. Nor does it include repayment of the now stalled $11.3bn loan from the IMF starting next February.

The consolidated tax revenue (including provincial taxes) target is being enhanced to Rs2.1tr to restrict fiscal deficit to just above Rs900bn or 4.3 per cent of GDP. But it appears unrealistic in the wake of the headwinds — slowing growth, drying public and private investment, rising inflation, etc — and in the absence of a well laid-out programme to tax the untaxed sectors. The provinces also don`t seem to be in the mood to effectively tax agriculture and property. The government`s allies from urban Sindh are in no mood to let it implement the RGST that is crucial to raise revenues and document the economy. Thus, it can safely be assumed that the government will be left with little option but to slash crucial development spending, cut subsidies and borrow hugely from domestic sources to keep its deficit down as the year closes. Fresh spurts of inflation and further reduction in public and private investment cannot be ruled out. The next fiscal year is unlikely to bring any relief to the common people.

4.      Pide-Seminar-Textile-Sector-Contributes-Just-15pc-To-Revenue
ISLAMABAD, May 27: The economic experts of Pakistan Institute of Development Economics (PIDE) have urged the textile sector to pay all its taxes accordingly in order to bridge the tax gap of Rs500 billion which remains uncollected every year.
“The textile sector has made a habit of seeking concession citing export earnings contributes merely around 1.5 per cent of the tax revenues in gross terms, while the net contribution of the sector is negative”, the economists said in a pre-budget seminar organised by PIDE here.

The experts said that the sectoral contribution of direct taxes is fairly skewed. Three sectors, namely oil and gas, financial and telecom together pay 43 per cent of the taxes.

“Broadening of tax base as well as ensuring strict compliance from those who are currently liable to pay tax has become prerequisite to raise the tax revenues”, the economists said, and added that direct taxes constitute approximately 40 per cent of the total tax revenue.

The economists said that collection from withholding taxes constitutes 59 per cent of the total collection. Heavy reliance on withholding taxes reflects the inability of the tax machinery to collect direct taxes.

“Moreover the behaviour of withholding tax agents is also questionable and there are doubts whether all the amounts withheld are actually passed on to the tax authority”, the experts said, adding that while people might be bearing the burden of tax in terms of deduction at source and higher prices, the amount withheld by the agents may not end up in the government coffers.

The economists further said that for the past couple of years there have been slippages in the achievements of the revenue target fixed for the year.

The shortfall in revenue is becoming a norm despite the mid-year downward revisions.

The budget makers in an effort to balance the numbers may, at times, treat the target as residual item (Revenue = Budgeted Expenditure + Targeted Fiscal Deficit).

Experts believe that more efforts should go into determining the revenue target and that target should be fixed keeping in view the actual collection in the preceding year and the changes expected in the economic environment in the next year, including of course all the proposed changes in the taxation regime.—APP
5.      Conversion-Rates
KARACHI: The following are May 28, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.
US dollar             Rs   85.6168
Japanese yen    Rs     1.0570
Pound sterling    Rs 140.6684
Euro    Rs 121.7984
LIBOR
The following is Libor rate for calculating interest on special US dollar bonds for May  27.

Libor
For 6 months    0.40%
6.      Imposition-Of-New-Taxes-Opposed
KARACHI, May 27: The Muttahida Qaumi Movement (MQM) has opposed the imposition of any new tax in the budget for the year 2011-2012 and called for freezing government expenditure at the level of the current budget.
The party’s views were conveyed to the provincial government when Sindh Finance Minister Syed Murad Ali Shah held a meeting last week with an MQM delegation to take the main coalition partner on board in the budget-making process.

MQM Parliamentary Party leader in the Sindh Assembly Syed Sardar Ahmad led his side at the meeting.

Speaking to Dawn on Friday, Mr Ahmad said his party had opposed new taxes as people were already hard pressed because of galloping inflation that had pushed up prices of essential commodities, electricity and gas exorbitantly and the common man was not able to afford any new tax.

He said the finance minister informed them that the provincial government had decided to collect general sales tax (GST) on services from the next financial year for which a system had already been developed, and that the system would be presented in the Sindh Assembly, he added.

At present, the GST on services — telecommunication, power, gas, etc — is being collected by the federal government, which disburses the provinces’ share after deducting the collection charges. The new NFC Award authorises provinces to collect taxes. Since the provinces did not have the required system or mechanism, it was decided that the federal government would continue to collect the tax during 2010-11 until which the provinces would be able to have such a mechanism in place.

Mega projects
In reply to a question, he said the MQM had also suggested inclusion of three mega projects in the health and education sectors for improved facilities at town and district levels.

For Karachi, the party had sought allocation of funds for the implementation of the K-IV water project as the city desperately needed additional water to meet its growing requirement, he said. The project, to be completed within three to four years, would draw 1,200 cusecs from the Indus River, he added.

He recalled that the Indus River System Authority (IRSA) had been approached for an increased quota from the Indus but it had declined saying that an input for the K-IV should be taken from the existing water quota of the province.

He said Karachi was at present getting supplies from Keenjhar and Guddu but the quantum was not at all sufficient to meet the huge requirement of the metropolis.

Mr Ahmad said the other mega project for which funds had been sought by the party was the Karachi Mass Transit Programme. He said that there had been a constant increase in the city’s population which coupled with its geographical expansion demanded a matching transport system. The present transport system, he said, could not cope with the massive load of commuters. He said that a Japanese firm, JICA, was conducting a study in this regard and was supposed to complete it
by June 30.

The MQM leader said the party had also asked for funds to induct more bus fleets for the Surjani-Tower corridor.

In reply to another question, he said that initially the current ADP was of Rs115 billion but was curtailed to Rs77 billion in the aftermath of the last year’s unprecedented floods. However, he added, out of the Rs46 billion released during the year, only Rs26 billion could be utilised. “Since the MQM was not taken into the loop about the use of development funds after the floods, we are unable to explain a reason for the lapse of the 60 per cent funds,” he said.

7.      Industrialists-Assured-Of-Support-Over-Outages
KARACHI, May 27: Industrialists were assured on Friday that the issue of 10-hour power loadshedding would be taken up with the governor and the federal authorities after the factory owners had threatened that they would not pay their monthly power bills if the situation did not change.
Speaking at an urgent meeting of the SITE Association, Sindh Minister for Trade and Industry Rauf Siddiqui called for immediately finding a way out because the industry could not withstand loadshedding any further.

The industrialists had given the warning on Thursday when the Karachi Electric Supply Company had informed the SITE Association about 10-hour loadshedding in two cycles.

The factory owners said they were prepared for disconnection of power supply and they would not change their decision unless the KESC brought an end to prolonged outages.

Mr Siddiqui said the country`s economy was drifting towards complete destruction and at this critical juncture unilateral actions would not be beneficial.

He expressed dismay over the KESC`s choice of informing the industrialists about 10-hour loadshedding schedule through text messages on mobile phones and said that no unilateral decision would be acceptable.

He said that if the KESC was facing a shortfall due to some reasons, a way out should be found in consultation with the industrialists.

He also said that the new loadshedding plan should be scheduled with the consultation of the industrialists.

He reiterated that the country was passing through a critical phase and if at this moment industries were forced to close down for some reasons, it would cause irreparable damage to the country.

He assured the industrialists that he would take up the matter of 10-hour loadshedding with Sindh Governor Dr Ishratul Ibad.

He said that a letter would also be written to the federal ministry of water and power in this regard.

The Chief Minister`s Adviser Zubair Motiwala also highlighted the concerns of the industrialists and said that industries should not be affected due to an ongoing standoff between the KESC management and labour union.

THE NEWS
1. PC proposes 15 pc gas surcharge every 3 months
ISLAMABAD: The government is considering a proposal to impose 15 percent fuel equalisation surcharge on gas, to be levied every three months, to help narrow the gap between the price of gas and other fuels, such as petrol, diesel and furnace oil.
The proposal has been prepared and approved by the Deputy Chairman of the Planning Commission (PC), Dr Nadeemul Haq, and has been sent to the Economic Coordination Committee (ECC) for final approval. When contacted, Planning Commission Secretary, Sohail Ahmad, confirmed that the proposal had indeed been sent to the ECC and it was up to the committee to approve or reject it.
Sources say Federal Minister for Petroleum and Natural Resources, Dr Asim Hussain, is opposing the proposal. His ministry is also working on the rationalisation of gas prices for various sectors of the economy.
But many economic experts support the proposal furnished by the PC keeping in view the increasing gas shortages across the country as well as massive wastages by non-productive sectors. 
“A rational increase in gas price will not only stall the massive use of gas but also reduce the tension between the federating units, which has emerged because of unequal gas loadshedding,” said an expert. “Right now in Balochistan, Sindh and Khyber Pakhtunkhwa, there is no gas loadshedding; gas shortage is occuring only in the Punjab, where it had swelled to an unprecedented level of 1.5 bcfd (billion cubic feet gas per day) in January 2011.”
To avert the gas deficit, it is necessary to bring the gas prices closer to the prices of alternative fuels. “If the 15% fuel equalisation surcharge is imposed every quarter, in one year’s time, the gas price for the domestic sector, which is at Rs451.78 per MMBTU i.e. currently 20% of alternative fuel, will increase to Rs790.17 per MMBTU, which is 36% of alternative fuels,” explains one expert. 
Similarly, the gas price for commercial consumers, which stands at Rs542.60 per MMBTU, currently 25% of alternative fuels, will increase in one year to Rs949 per MMBTU, which is 53% of alternative fuels. 
The gas price for the industrial sector stands at Rs379.43 per MMBTU, currently at 30 percent of alternative fuel, and will be jacked up to Rs663.62, 47% of the alternative fuel. Likewise, the gas price of CNG stands at Rs542.60 per MMBTU, currently 44% of the price of alternate fuel, but will increase up to Rs949 per MMBTU, 77% of alternative fuel, under the PC proposal. “If the said surcharge is applied on gas, the government will have extra revenue of Rs80 billion in one financial year,” said an expert. 
As for gas shortages, under Article 158 of the Constitution, gas producing provinces, after meeting their gas requirement, have to give the remaining gas to provinces where gas is not produced on large scale. The Punjab is experiencing a five-day gas holiday a week (3 days for industrial and 2 days for the CNG sectors) even in summer months because of which the unemployment rate in the province has risen to 40 percent. Because of this, the business community has also started to switch over their industries to provinces where gas is readily available.
“If this continues, the Punjab’s economy will be ruined,” says a PC insider. “This is part of the greater game to deprive the Punjab of gas but will end up destroying its economy. To control this, it is necessary to bring the gas prices closer to the prices of alternative fuels. Pakistan cannot afford to further delay improvement in the gas supply side when we are already in the middle of an energy emergency. The concerned ministry should implement the project to import LNG without following the PPRA rules. The chief executive of the country needs to set aside the PPRA rules to immediately implement the project and import LNG at fast track,” said an expert.
Sources say the Ministry of Petroleum and Natural Resources also needs to initiate the plan to reduce unaccounted for gas (UFG), whose volume has increased to over 10% ($2 billion) because of theft and leakage. The government also needs to place a ban on the expansion of the new gas connectivity net and make gas available for the Punjab’s industry and power sector.

2.      No service charges on saving accounts from July State Bank
3.      State Bank refuses to share banks’ key information with revenue body
KARACHI: The State Bank of Pakistan (SBP) has refused to share ‘key information’ about the banking sector with the Federal Board of Revenue (FBR), sources said on Friday.
The sources said that the Inland Revenue Services of the revenue body had asked the central bank to share information about banking companies’ transactions detected by the Banking Inspection Department (BID) of the SBP.
“On non-compliance of the FBR request, the Inland Revenue Services served a notice on the SBP under the Income Tax Ordinance, 2001 for the information,” an official said on the condition of anonymity.
Responding to the notice, the central bank through a letter declined to share the information about banks, the official added.
The central bank said that under the SBP Act 1956 the inspection report is an unpublished document and is furnished to the inspected bank for its confidential use only.
The FBR for long has been endeavouring to detect the gap between income of the banking sector and its contribution towards the national kitty.
“The latest bid to approach the SBP was also a part of it,” the official said.
This year, the FBR started monitoring withholding tax deduction made by banks. To some extent, the revenue body succeeded in detecting concealment and recovered a significant amount from two banks, the official said.
“However, it still needs more information on withholding tax deduction,” the official added.
Another FBR official in Islamabad said that the SBP deliberately refused to comply with the request despite the fact that it can provide the information without prior permission of the SBP governor. The law provides that only the SBP governor can decide on sharing the unpublished information.
The official, however, said that the matter would be discussed at the FBR chairman and SBP governor level for acquiring the information.
Sources in the banking sector said that the revenue body is desperate to enhance revenue collection up to a certain level to meet current fiscal year’s target. They said that the banking sector is well-organised and documented, therefore, it is a soft target of the FBR for raising revenue collection, using various provisions of the tax laws.
The FBR is facing huge shortfall in revenue collection in FY11 as it has to collect Rs1,580 billion, which was revised downward various times, and so far it has managed to collect Rs1,147 billion during 10 months and needs another Rs433 billion during the last two months of 2010/11.
The revenue authorities, in a recent research report, suggested the finance ministry to raise corporate tax on banks from 35 to 40 percent. The proposal, however, was rejected by the ministry on stakeholders’ arguments. —Shahnawaz Akhter

3. Power tariff hike shocks industry
LAHORE: Pakistan Industrial & Traders Associations Front (PIAF) has strongly criticised increase in the electricity & gas tariff and urged the government to withdraw the decision otherwise it would prove to be last straw on camel’s back.
PIAF Chairman Engineer Sohail Lashari said that the National Electric Power Regulatory Authority (NEPRA) was playing anti-business and anti-people role by allowing power distribution companies to raise their tariffs without keeping in view the ground realities, economic crisis and troubles being faced by the industrial sector.
He said that present regime has failed in solving the problems of business community. He said that request of distribution companies for electricity tariff hike and NEPRA hearing were pre-planned and an attempt to hoodwink the nation. 
Sohail Lashari said that electricity tariff in Pakistan was already very high and posing massive challenges for the industrial sector.
He said that with the increase of Rs1.7 per unit in the electricity tariff, industrial production cost would further rise and export oriented industries would face more difficulties to compete in the international market with competitors like China, India and Bangladesh who were caring their industries like beloved kids.
He said that NEPRA was playing a role of IMF agent in Pakistan where the poverty level is far below the international standards. He said that persistent hikes in energy prices were making the Pakistani industry uncompetitive.

5.      SITE body gives KESC 48 hours to end prolonged power cuts
KARACHI: The SITE Association of Industry in a meeting on Friday has given 48-hour ultimatum to Karachi Electric Supply Company (KESC) to end power outages and remove faults in the area.
The association, however, has given no plan of action in case the KESC does not do the needful in the given period of time.
Asad Nisar Burkhurdaria, vice chairman of the association, said that the association would review the situation at the end of the given ultimatum. And if they find the KESC was not doing the needful, the association would announce its plan of action.
Despite an earlier commitment, the KESC officials were not present in the meeting, Barkhurdaria said.
He said that industrialists of Karachi were extremely disturbed due to 10-hour long electricity outage in almost all the industrial estates of the city.
He demanded of the KESC officials to provide uninterrupted power supply, as it was receiving full quota of natural gas from Sui Southern Gas Company these days.
He asked KESC to resolve its issues with its workers on strike, and the strike should have no impact on power supply to industrial areas.
The meeting was also attended by provincial minister for industries and commerce Rauf Siddiqui. He said that industries were already under pressure due to obvious reasons and power outages would hamper the industrial production badly.
He said that KESC should have taken industrialists on board before taking any decision regarding power management in industrial areas.

B RECORDER
1. SBP abolishes bank service charges
In a major move to accord maximum facilities to the account holders, the State Bank of Pakistan has decided to prohibit all banks from levying any service charges for opening and maintenance of regular savings accounts with effect from July 1, 2011.

Currently, the banks have fixed minimum deposit limit for saving accounts, and service charges up to Rs 600 annually are being charged from customers for non-compliance of minimum deposit condition. However, the SBP said it has observed that in recent years the number of account holders, in particular the number of small depositors, has declined despite increase in the number of bank branches. Among other factors, the levy of service charges on deposit accounts was considered to be one of the main reasons behind this trend.

With a view to arresting this situation, as well as to encouraging documented transactions and increasing financial outreach, the State Bank has issued new instructions for opening, maintenance and closing etc of all types of bank accounts, except Special Deposit Accounts wherein banks offer added services to its customers/account holders under Section 41 of Banking Companies Ordinance 1962 which would be applicable from July 1, 2011.

The new instructions supersede the instructions issued under BPD Circular No 23 dated July 4, 2003 and BPD Circular letter No 02 dated January 7, 2005, says BPRD Circular No 07 issued to all banks on Friday. According to SBP circular the services rendered by banks for the opening and maintenance of regular savings accounts shall be free of charge. There shall be no condition of maintaining a minimum balance for these accounts. These instructions are applicable equally on all existing and new accounts. Similarly, no charges would be recovered by banks at the time of closing an account, says BPRD Circular No 07 of May 27, 2011.

Banks shall not demand more than Rs 100 as an initial amount for opening of regular savings accounts. However, no initial deposit would be required for opening of accounts by (i) Mustahkeen of Zakat, (ii) Students, (iii) Employees of Government or Semi-Government institutions for salary and pension purposes (including widows/children of deceased employees eligible for family pension/benevolent fund grant, etc) and other similar types of accounts, the Circular said.

It added that the banks shall ensure that all terms and conditions for the operation of an account, especially in case of its dormancy, closing and/or subsequent reactivation are brought into the knowledge of the customer at the time of account opening. The terms and conditions shall be clearly documented in the Account Opening Form/Application and must be signed by the account holders, to signify that they have been read and understood. A copy of the Account Opening Form must be provided to the account holders duly verified by the authorised official(s) of the branch with proper record of acknowledgement. Any ambiguity in the terms and conditions mentioned in the Account Opening Form shall be construed to be in favour of the account holders.

Key features of the Account Opening Form shall be translated into Urdu and a printed copy of such translation shall be shared with the account holders at the time of opening of the account, the Circular said, and added that the banks shall not refuse opening of accounts for prospective clients who meet the requirements laid out in the Prudential Regulations, other instructions issued by SBP from time to time and banks' own policies. Moreover, the banks shall pay profit invariably on "Profit and Loss Sharing (PLS) Accounts" without any condition of minimum balance in accordance with instructions issued by SBP from time to time.

The State Bank has also advised the banks to develop appropriate products for attracting deposits and encouraging savings. 'They shall make concrete efforts to provide maximum facilities in a friendly manner, to both existing and the potential customers/account holders for convenient/smooth operations of their accounts. Proper training may also be imparted to the concerned officials for improvement in the service delivery standards', the Circular said.

According to the Circular, the banks shall also facilitate those Basic Banking Accounts (BBA) account holders who desire to convert their accounts from BBA to regular saving accounts.

'Banks shall ensure compliance with the above instructions as non-compliance and circumvention of instructions shall be dealt in accordance with the relevant provisions of law', the Circular added. It may be recalled that BPD Circular No 23 dated July 4, 2003 and subsequent instructions issued by the State Bank from time to time had allowed the banks to recover service charges on deposit accounts commensurate with the services provided by them. Subsequently, SBP took a number of initiatives such as introduction of the Basic Banking Accounts (BBA), liberalisation of Branch Licensing Policy, fixation of maximum limit on service charges at Rs 50/per month, exemption of Salary and Zakat Accounts from service charges, introduction of Branchless Banking and encouraging the establishment of Microfinance Banks, with the objective of promoting savings and improving financial inclusion.
2.      Plant, machinery import full adjustment of input tax may be allowed
The government is likely to announce full adjustment of input tax paid on the import or locally purchased capital goods including plant, machinery and equipment to facilitate investment during the upcoming budget 2011-12. Sources told Business Recorderhere on Friday that the zero-rating on plant, machinery and equipment including parts thereof whether manufactured locally or imported has been withdrawn through amendment in SRO 549(I)/2008 from March 15, 2011.

At the same time zero-rating facility on the said item was abolished through SRO.230(I)/2011. The FBR has received proposals of different chambers, federations and trade bodies to restore zero-rating of sales tax on capital goods since it increased the cost of doing business by around 20 percent and the adjustment of input tax in 12 instalments was resulting in cash flow/liquidity crunch and thus escalating financing cost. The FBR has proposed that section 8 of the Sales Tax Act 1990 may be suitably amended to allow full adjustment immediately after import or local purchase. In case the proposal has been accepted by the policy makers, the whole amount of input tax would be available to the importers in lump sum on import and local purchase of machinery and equipment.

In this connection, the FBR is expected to amend the section 8 (tax credit not allowed) for implementation of the decision. In case the FBR restore the zero-rating facility on plant and machinery, there would be no need to amend section 8 of the Sales Tax Act for allowing full adjustment of tax credit on the plant and machinery.

It is important to mention that stakeholders including private sector has strongly requested the FBR to restore zero-rating facility on the plant and machinery, sources added.

The Board had withdrawn sales tax exemption on the import of machinery, equipment and other related equipment imported by commercial and industrial units under a customs SRO.575(I)/2006. The FBR has amended SRO.575(I)/2066 through an SRO.448(I)/2011 under which sales tax exemption would not be applicable on the import of machinery, equipment and other capital goods imported by industrial undertakings and commercial importers.
3.      Ministry yet to introduce Textile Development Bill
Textile Ministry is yet to introduce the "Textile Development and Promotion bill" for providing legal cover to textile imports and exports, sources in the Textile Ministry revealed. The objective of the proposed bill was to monitor the implementation of the textile policy (2009-14) and to ensure accurate statistics of production capacity, exports and total number of textile units in the country,

The proposed Textile law would have required all the textile units functioning in the country to register with Ministry of Textile Industry as only registered textile units would have been able to get incentives announced in the Textile Policy. Lack of resources has forced the Textile Ministry to cease the introduction of "Textile Development and Promotion bill," a senior official of the Ministry revealed.

"Textile Ministry is not only short of staff but also facing financial crises and it is difficult to monitor so many issues at this time," sources said, adding that work on the new bill has been stopped. Gas load management programme, withdrawal of zero rating facility and yarn issues have remained the major focus of the Ministry's attention for the last six months and it had little time for other issues including the full implementation of the textile policy.

Sources further revealed that the details of the proposed Textile bill have been discussed with the Karachi, Faisalabad and Lahore chambers of commerce while it is yet to be discussed with the Multan chamber of commerce. After consideration of the stakeholders' proposals, the bill would be sent to the Cabinet. Sources revealed that a federal board of textile industries would be constituted once the bill is passed for regular interaction between the industry and the policy makers to ensure development and promotion of the textile industry.

The ministry lacks complete information about the textile units and data of their production capacity to make appropriate plans on the implementation of new textile policy. The new legislation aims to implement the new textile policy, strengthen the structure of textile industries and to get complete data. Presently, there is no textile export and import law in the country. In the proposed textile bill rules would be laid down and growth and activity of the industry would be monitored, sources added.
4.      Hours-long loadshedding in industrial areas Rauf assures industrialists to take up issue with Governor, chief minister
Sindh Minister for Industries and Commerce Rauf Siddiqui has assured industrialists that the issue of hours-long load shedding and non attendance of complaints regarding power failure by Karachi Eclectic Supply Company (KESC) would be taken up with Governor and Chief Minister Sindh.

He was speaking at an emergency meeting of Site Association of Industry (SAI) on Friday, which was convened to discuss power crisis and KESC's announcement of 10-hour load shedding in industrial areas. Expressing concern over the attitude of the KESC management, the minister said that it was a very serious issue and must be resolved on priority basis to save the industry.

He said closure of industries due to load shedding not only affect production but also create problems in fulfilling the foreign and local orders on time, which damages Pakistan reputation in the eyes of importers. He said if the KESC has any issue it must discuss it with the stakeholders and decided load shedding's schedule in consultation with the representatives of industrial bodies.

He said that the country was already facing serious economic crisis and law and order. In such a situation, non-availability of power will ruin the industry. Advisor to Chief Minister Sindh on Investment Zubair Motiwala pointed out that there was an understanding that KESC would not carry out load shedding in industrial areas as long as it is getting 180 MMCFG gas.

He said the SSGC was supplying gas as per the understanding and there was no justification to carry out load shedding in industrial areas. He warned KESC to discontinue load shedding and rectify all cable faults, and defects in transmission and distribution lines within 24 hours, otherwise the industrialists would hold another meeting and decided future line of action.

He pointed out that KESC was getting 650 MW power from WAPDA and PSO had increased 30 days credit line to 90 days, but yet the utility was carry out load shedding on one or the other pretext. Chairman SAI Abdul Wahab Lakhani lashed out at KESC management, accusing it of deliberately harassing industrialists by carrying out hours-long load shedding.

He said that he had invited KESC management to attend the meeting but no one bother to attend the meeting and explain about the power outages and load shedding. He said that KESC had enough furnace oil and accused it of deliberately creating furnace oil issue to prompt industrialists to react and pressure government to provide furnace oil on discount rates to KESC.

Former Chairman SAI Nisar Shekhani said that the KESC was at the verge of collapse. It has mortgaged its properties and owes huge amount to SSGC, PSO and other institutions. He said about 65 per cent generation units of KESC were gas-based, adding that KESC is getting 180 MMCFG gas as per the supply commitment. He said industries were facing financial losses due to closure of industrious owing to load shedding and they have no finances to discharge their liabilities, pay KESC bills and fulfil local and foreign orders.
5.      KESC management, employees Industries suffering badly due to conflict
Industries are suffering badly due to ongoing conflict between management and employees of the KESC resulting in massive power outages every day. The Patron In-Chief, Korangi Association of Trade and Industry (KATI), S M Muneer, Chairman, Syed Johaur Ali Qandhari and former Chairman, Mian Zahid Husain said in a statement that frequent power outages, non-compliance of faults and breakdowns' complaints lodged by the industries are resulting in a massive loss of production.

They said that particularly export-oriented are suffering most as without power for long hours production remains suspended and exporters are extremely worried about meeting their commitment abroad. The industry is, in effect, at the precipice of economic disaster.

They appealed to the KESC management and employees to sort out their ongoing, prolonged dispute and create harmony so that consumers should not suffer any more otherwise many industries would be closed down due to the pathetic situation. They further said that KESC employees should refrain from any conflict in the larger interest of the KESC and their own. They advised that employees should rather seek justice from the court.-PR
6.      Increase in power tariff MCCI urges government to withdraw decision
7.      Textile industry pleads for exemption from gas loadshedding
Textile industry in Punjab has pleaded for exemption from gas load shedding, which is badly affecting manufacturing of 6 million metre cloth on daily basis. The ongoing gas shortage has put the textile industry upside down in Punjab. It has resulted in closure of about 43 percent of the production capacity, leaving large number of labourers jobless.

A reduction in the international cotton prices is adding fuel to the situation, causing worries to all stakeholders including cotton growers, ginners, spinners and value-added exporters. Sui gas department had announced a schedule for suspension of gas supply to industries for three days under gas load management plan. Accordingly, gas supply to the industries remained suspended for the third day on Friday, bringing all productive activities in the mills and factories to a standstill and throwing thousands of wage earners jobless.

It may be noted that the National Assembly Standing Committee on Textile Industry early this week called for reduction in the time span for power and gas load shedding for textile sector along with separation of independent feeders for industrial and domestic consumers.

The textile and ginning sectors are reluctant to make further investment due to power outages and gas load shedding in the country. The textile circles believe that there are bright chances of textile products export to reach $14 billion this fiscal year and it is important to ensure regular supply of power and gas to textile and spinning mills in the country. They added the whole textile business involves 24-hour working, as it has to meet the needs of all local and foreign markets' demands.

It may be noted that the textile industry has proposed generation of 6,000 mw electricity in 3 years through hydel, coal and gas under medium term plan of energy policy, besides removing of subsidies without delay. The Chairman of All Pakistan Textile Mills Association (Aptma), Gohar Ejaz, is of the view that the textile industry looks for energy mix at an affordable rate, besides a reliable and transparent distribution system and a repositioning on priority list under the energy policy.
8.      New taxes to harm agriculture sector growers
The growers of Sindh have maintained that the agriculture sector would be harmed to irreparable extent if new taxes were levied on it in the upcoming budget 2011-12. A meeting of Sindh Chamber of Agriculture (SCA), convened here on Friday, observed that the loss to agriculturists would lead to poverty of rural households and which in turn could cause multiple socio- economic problems.

The meeting also expressed concern over water shortage particularly in tail-end areas of canals and distributaries, noting that Kharif crop would be harmed by its scarcity. SCA President Dr Syed Nadeem Qamar, while presiding over the meeting said that farmers in Sindh were already paying up to Rs 750 billion in taxes per annum.

"Despite that the growers fear new taxes are being planned on agriculture sector and if it happened the agro economy will slump," he added. The meeting discussed the diminishing water supplies to the province and non-compliance of 1991 water accord by Indus River System Authority (Irsa). "Water discharge at upstream Sukkur barrage is 86,000 cusecs and at Kotri barrage upstream the releases are 11,700 cusecs," Muhammad Khan Sarejo told the meeting, saying the discharge was less than the seasonal share of the barrages. The meeting also called for an end to water rotation system in distributaries linked with the canals on the ground that while farmers of one area get water the others are deprived of it by the rotation system.
9.      EOBI harassing towel manufacturers
Employees Old-Age Benefits Institution (EOBI) keeps on issuing notices to the member units of Towel Association on the pretext of verification of books of accounts. Its is currently issuing instructions for inspection of all kinds of accounts records for the period July, 2010 till date, which is causing unnecessary harassment to the association.

All accounts of the organisation are completed after September 30 each year on the completion of financial year for the period 1st July to 30th June, whereas the institution is demanding interim period, but it is not possible for a unit to furnish their non-audited accounts before September 30.

EoBI is under control of the federal government for the time being and its shifting to provincial governments is on the cards so in case of any benefit from the units, it would go to federal government while provincial government of Sindh could not be benefited. In view of the prevailing situation, we request the government to stop EoBI from issuing unnecessary notices to towel manufacturers, causing fruitless harassment to them.-PR
10.  Labour legislation and its implementation 'ministries' devolution will have far reaching implications
Speakers at a national-level conference were of the view that the 18th Amendment enabled devolution of majority of the central government ministries and divisions to the provinces, which will have far reaching implications for labour legislation and its implementation.

The conference titled 'Labour Rights as Citizen Rights: Realising Constitutional Reforms was organised by Pakistan Institute of Labour Education and Research and Sungi Development Foundation in collaboration with Muttahida Labour Federation organised here on Friday.

The objective was to share labour's concerns and initiate debate on issues related to labour in the backdrop of the 18th Amendment, which has set the grounds for provincial autonomy and devolution. Saba Gul Khattak Member Planning Commission emphasised that the state's disinclination to deliver on social services has not only comprised people's constitutional rights; it has also resulted in extremely restricted scope for people's health, education, well being, and future.

Zafarullah Khan of the Centre for Civic Education stressed that the 18th Amendment was backed by a deeply consultative process and offers ample scope for provinces as well as the federation to deliver on fundamental rights. Representatives of workers involved in the informal sector highlighted the insecure and compromised state of working conditions in fisheries, agriculture, home-based, domestic and powerlooms sectors.

They said that state's neglected workers in informal sector have left over 70 percent out of the ambit of labour laws, while exploitation and abuse of rights remain rampant. Chaudhry Manzoor President Peoples' Labour Federation said on the occasion that there is need to consider trade unions' concerns regarding devolution. He said that the implementation Commission needs to be engaged while the process of devolution is underway.

Karamat Ali Executive Director PILER highlighted the exclusionary nature of legislation and structures concerning labour in the country pointing out that the narrowing down of the ambit of labour rights has had grave consequences for democracy and state-society relations in the country.

Haji Jawed, representing employers' position said that tripartism as currently being practiced in labour institutions is based on favouritism and it cannot yield positive results unless nominations are done on merit. Javed Gill, Central Labour Advisor, Federal Ministry of Labour, spoke about the draft Industrial Relations Ordinance 2011 that is developed to cover industrial relations in establishments which are federal or have undertakings in more than one province. He said that the Ministry is trying to bring the Ordinance before the budget. He also shared that the Home-based Workers draft policy is ready after provincial consultation and soon national consultation will be called to finalise it.
