REFLECTIONS 
 
“VERBAL KNOWLEDGE IS OF THE 
LEAST VALUE, WHILE PRACTICAL 
KNOWLEDGE IS OF THE HIGHEST” 
 
(HAZRAT ALI R.A)
 
 
Conversion Rates 
(Dawn 31-08-2010)
KARACHI: The following are August 31, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.

US dollar Rs 85.6619
Japanese yen Rs 1.0089
Pound sterling Rs 133.3585
Euro Rs 108.8934

LIBOR

The following is Libor rate for calculating interest on special US dollar bonds for August 30.

Libor
For 6 months 0.50%
 
EPZ Units KESC Accused Of Illegally Charging WHT 
(Business Recorder 31-08-2010)
KARACHI (August 31 2010): The Export Processing Zone Authority (EPZA) has accused the Karachi Electric Supply Company (KESC) of charging inadmissible withholding tax on electricity bills of some 59 units operating in Karachi Export Processing Zone (KEPZ).

According to a letter sent by EPZA to the Federal Board of Revenue (FBR) it said that KESC had deducted 10 percent withholding tax on electricity bills of some 59 garment units, which are exempted from the said levy.

The EPZA termed the said act of KESC as inexplicable, saying that the company had made the deduction of withholding tax under section 235 of Income Tax Ordinance (ITO), 2001, albeit the Authority had produced all necessary details of the investors to the KESC, which evidently show that these units are eligible for exemption of 10 per cent withholding tax. Therefore, the EPZA has now asked the tax collecting authority to take remedial measures for providing maximum facilitation to these export units.

When contacted, official sources said the EPZA, through this letter, is seeking certificate for exemption from advance tax under section 235 of the ITO, 2001. Furthermore, they said, the chief commissioners of Karachi Large Taxpayers Unit (LTU) and Karachi Regional Tax Office (RTO) were also directed to contemplate the request of EPZA in view of section 159(1)(a) of Part-IV of second schedule to the ITO, 2001, for necessary action.

They said the tax collected under this section (up to bill amount of twenty thousand rupees per month) would be considered as minimum tax on the income of a person (other than a company). The tax under this section is non-refundable unless it is in excess of the amount for which the taxpayer is chargeable under ITO, 2001 in the case of a company.
 
Govt Likely To Seek Moratorium On IMF Loan 
(Dawn 31-08-2010)
ISLAMABAD: The government is considering to seek from the International Monetary Fund (IMF) a one-year moratorium on a $1.2 billion repayment due during the current fiscal year in view of the financial pressures caused by floods. 

An official said the moratorium was among a few options being discussed at home and with the IMF. 

He said the moratorium, if requested, would remain limited to the IMF and repayments of all other debts and mark up to multilateral agencies or other countries would be made in accordance with the schedule. 

Other options include negotiations for a new short-term financing facility or extension of the ongoing programme for six months to a year to enable the country to cope with repayment pressures at a time the government needs substantial additional resources for reconstruction and rehabilitation. 

During negotiations held for the standby arrangement two years ago, the IMF and the government had based all debt sustainability analyses on projections for oil shock, foreign direct investment scenario, current account deficit analysis and expected depreciations, but the devastation caused by the floods has changed all the forecasts. 

“Therefore, the need for a breather from the IMF to cope with the crisis has arisen,” the official said. 

The current $11.3 billion standby arrangement is due to complete in November. 

At the review talks with the fund under way in Washington, the government is seeking a lump sum payment of the remaining two instalments of $2.6 billion. 

The official said the government had allocated about Rs280 billion for repayment of foreign loans and interest during the current year, including a payment of about Rs102 billion to the IMF in two phases. 

The estimates comprised Rs77 billion for servicing of foreign debts, Rs175 billion repayment of loans and Rs27 billion of short-term credits. 

The official said the government needed additional resources soon to prepare the farming community for the next crop. 

The government has assured the IMF that despite delays in increasing electricity tariff because of the flood situation, the agreed increase of about 25 per cent would be passed on to consumers during the year.
 
IMF Insists On Tax Energy Reforms 
(Dawn 31-08-2010)
WASHINGTON: The International Monetary Fund continues to insist on more tax and energy sector reforms within the current fiscal year, despite its concerns about the impact of the 2010 flood on Pakistan’s economy, officials say. 

Pakistan’s talks with the International Monetary Fund on loan restructuring and emergency assistance for flood victims entered a decisive phase on Monday as the two sides began their policy discussions. 

Officials familiar with the talks told Dawn that Pakistan would have to implement tax and energy sector reforms within the current fiscal year if it wanted to continue an $11.3 billion loan arrangement negotiated in 2008. 

The IMF also wants Pakistan to grant full autonomy to the State Bank, as it pledged while negotiating the loan arrangement with the fund. 

A document released by the IMF on the occasion of the talks indicates that the fund is not satisfied with Pakistan’s pre-flood performance. 

While noting that the IMF-Pakistan loan programme “got off to a good start and Pakistan’s economy has made progress towards stabilisation,” the document notes that the Pakistani economy was once again on a slippery slope. 

It urges Pakistan to treat external support only “as a bridge to a greater domestic revenue effort”, which will be indispensable to sustain development spending, achieve poverty reduction, and increase much-needed social outlays over the medium term. 

In this regard, the IMF reminds Pakistan that “the introduction of a broad-based value-added tax is essential.” 

The document notes that while there has been some progress towards the reform in the electricity sector, “more needs to be done to eliminate the financial losses of electricity companies and other public enterprises. 

According to the document, inflation has been on the rise again and reached 13 per cent in March this year.Pakistan’s fiscal policy continues to be affected by low economic activity and a difficult security environment. 

The document notes that Pakistani authorities have been striving to maintain fiscal discipline by eliminating non-priority spending. 

“Such efforts proved initially successful, but since June 2009, the authorities have repeatedly exceeded the quarterly budget deficit targets under the IMF programme.”
 
KCCI Elections BMG Nominated Candidates Likely To Win 
(Business Recorder 31-08-2010)
KARACHI (August 31 2010): Saeed Shafiq, Talat Mahmood and Junaid Ismail Makda are likely to become next president, senior vice president and vice president of Karachi Chamber of Commerce and Industry (KCCI) for year 2010-11 respectively. Sources said Leader of Businessmen Group (BMG) and former president KCCI, Siraj Kasim Teli has nominated the personalities for the posts of the chamber.

Meanwhile, all 15 nominated candidates of BMD Siraj Kasim Teli fraction have been elected unopposed as members of managing committee of KCCI for year 2010-11. August 28th was the last date for receiving nomination papers for 15 seats falling vacant of managing committee of the chamber. The election committee of the chamber received only 15 nominations against 15 seats

Those who have been elected unopposed are namely Junial Ismal Makha , Naved Usman , Munir Ahmed , Hafeez Aziz , Saeed Shafiq, Mohammad Aslam, Shaikh Mohammad Tahseen, Naim Ahmed, Aziz Allawala, Talat Mahmood, Asif Nisar, Azhar Waseem, Ansar Javed and Sohail Ahmed.

Those 15 members of the managing committee who completed two years as members of the committee and are going to retire are namely chamber's Senior Vise President Rasheeduddin Rashid, Vice President Javed Vihra, Younisd Muhammad Hashir, Faisal Khalil Ahmned, Shamim Ahmed Firpo, Abdul Razak Agar, Shamsul Islam Khan, Nadeem Zafar, Ateeq ur Rehman, Anis Ahmed Bhesania, Qamar Usman, Muhaqmmad Naeen Sharif, Khurram Saigal, Ovais Siddik Jaangada, and Junaid Ismail Makda. As pre schedule, election of office bearers will be held on September 29 and last date for receiving nomination is September 27. Annual general meeting of the chamber will be held on September 30.
 
KCCI Polls BMG Group Candidates Elected Unopposed 
(Dawn 31-08-2010
KARACHI, Aug 30: Since Businessmen Group (BMG) had filed nominations for 15 seats and no other nomination was received therefore, all the 15 candidates are unofficially declared successful in the Karachi Chamber of Commerce and Industry (KCCI) elections 2010-11. 

The list includes names of Junaid Ismail Makda, Talat Mahmood, Mohammad Saeed Shafiq, Hafeez Aziz, Asif Nisar, Mohammad Aslam, Anis Majeed, Shaikh Mohammad Tehseen, Azhar Wasim Puri, Munir Ahmed, Aziz Allahwala, Ansar Jawed, Naveed Usman Pirani, Sohail Ahmed and Naeem Ahmed, elected unopposed under the banner of BMG. 

The election for office-bearers for 2010-11 was scheduled to be held on Sept 25, and BMG had already nominated Saeed Shafiq as President, Talat Mahmood, Senior Vice President and Junaid Ismail Makda as Vice President for the year 2010-11, says a press release. 

Siraj Kassam Teli, Chairman BMG and Former President KCCI, said this is the 13th consecutive success of BMG and since last four years all the BMG candidates were elected unopposed, which is reflective of BMG’s popularity and services for business and industrial community.
 
Letter to Prime Minister PCGA Seeks Cut In Power Tariff
(Business Recorder 31-08-2010)
ISLAMABAD (August 31 2010): The flood affected Pakistan Cotton Ginners' Association (PCGA) has approached Prime Minister Yousaf Raza Gilani for reduction in electricity tariff, which is hurting the industry, official sources told Business Recorder.

"We are unable to run our factories due to increasing electricity tariff as it is increasing our cost of production," said Mahr Rab Nawaz Lak in a letter to the Prime Minister. The Association has expressed concern over the following measures that are hurting the industry: (i) withdrawal of subsidy @ 25 percent on the electricity bill from July 1, 2010; (ii) 7.6 percent increase in power rates, (iii) Fuel Price Adjustment (FPA) increased @ Rs 0.91/per unit from May 1, 2010 and Rs 0.64/per unit from June 1, 2010; and (iv) Pepco's announcement to charge Rs 12.50 per unit from those who consume up to 400 units in a month.

"In these circumstances and given the continuous increase in electricity prices, cotton ginners would be compelled to shut down their factories. You are personally well aware that almost 90 percent cotton ginning factories are in the remote areas and many of our members have been badly affected by worst floods, especially in District Mianwali, Multan, Muzaffargarh, D G Khan, Rajan Pur, Layyah, Sukkur, Mirpur Khas, Sanghar, Nawab Shah," Lak said in the letter addressed to the Prime Minister.

He stated that crops have been destroyed, besides homes and infrastructure likes roads and bridges, adding that ginners can no longer afford such high electricity rates. "You are requested to consider the genuine request of our members to reduce electricity rates and issue instructions to concerned authorities to save the ginners community from crisis," Lak added.

PCGA is undoubtedly unaware that the government is already in the process of further enhancing tariff by 9 paisa per unit for agriculture tube wells!
 
Pakistan to seek GSP Plus status for 10 years: minister 

Business Recorder 31-08-2010)
KARACHI (August 31 2010): Pakistan has decided to approach EU for Generalised System of Preference Plus (GSP plus) for next ten years as unprecedented floods have disturbed whole economy besides causing billions of rupees losses.

"The President of Pakistan, Asif Ali Zardari, has asked the Minister for Foreign Affairs, Shah Mehmood Qureshi, to make serious efforts for GSP plus status and present Pakistan's case in an appropriate manner in EU meeting scheduled fo second week of September," said Federal Minister for Textile Industry, Farooq Saeed Khan, while talking with Business Recorder here on Monday.

He said that Pakistan has been affected by unprecedented floods which have resulted in loss of precious lives and destruction of infrastructure, and the magnitude of destruction caused by this natural calamity is beyond the scope and capacity of any government to manage on its own. Therefore, the government has decided to approach EU countries for duty-free market access.

Nowadays Farooq is on Karachi and interior Sindh visit to participate in relief activities and collect donations for flood victims. On Tuesday, he would also speak to thousands of textile workers and would appeal to the entire textile force in the country to contribute at least one day's salary to flood relief fund. "We have almost completed our case for EU, and we believe that in this situation the EU would help Pakistan, as the flood has badly hit economy and over 20 million people have directly disturbed by the natural calamity," Farooq said.

In the wake of the 2004 tsunami, the EU had advanced the GSP plus scheme to Sri Lanka, while in 2005, after the earthquake, the EU countries had given GSP status to Pakistan for two years. However, according to UN, now the situation is more dangerous than Tsunami and earthquake, of which Pakistan urgently requires duty-free market excess in EU countries, besides FTA from USA, for rehabilitation of flood victims, the minister said.

"In the past also we have been requesting that the European Union provide us with better market access to meet the challenges our economy faces as a result of the war on terror and now of course this challenge has been compounded by the catastrophic floods," he added.

"In fact, GSP plus status would only help us to regain our potential share from some of competitors in the EU market and help us to rehabilitate our economy and infrastructure, as after the GSP plus status Pakistan can export its products to EU countries at zero percent duty," he said.

"In view of the crippling effects of the floods and the war on terror, it is imperative that EU help Pakistan's economy and generate employment through market access", he said, and added that Pakistan should be provided market access in the EU through inclusion in the GSP plus scheme.

"Since the needs of Pakistan are immediate, the Government of Pakistan requests that duty-free market access may be provided for at least 10 years, to all products from Pakistan included in the GSP plus scheme in the EU market as soon as possible without waiting until 2012", he demanded. The EU has decided to revise and update GSP scheme on January 1, 2012.

"Some of EU countries are already in out favour and in this critical situation we urged EU to announce GSP plus scheme immediately before its revision," Farooq said. "We are sure that EU will find a way to do so in view of horrific implications of the flood on the social scene of the country which may be compounded by lack of employment to the people and lack of resources to the country to meet the needs of the people," the minister said.

"In these dire circumstances to reduce the misery of the people of Pakistan need all the support from our friends and we are confident that with the continued support of the international community we will be able to overcome these challenges," he reiterated.

The minister said that the country is still halfway through the monsoon season and more rains are forecast, therefore government is unable to quantify the extent of damage. Even at the present time, the havoc caused by this flooding is much more than the combined damage caused by the Tsunami in 2004, the earthquake in Pakistan of 2005 and the Haitian earthquake of 2010, he added.

The minister said that the textile sector, which accounts for 8.5 percent of the Pakistan's GDP and employs 38 percent of the labour force, will be one of the worst hit sectors of economy. The cotton growing region of Pakistan has also been inundated in the floods resulting in the destruction of the cotton crop, he added.

He said that the participation of Pakistan as a frontline state in the war on terror has already undermined the capacity of our industry to compete globally. "Furthermore, the havoc caused by recent flooding has further constrained our domestic industry as the major infrastructure of the country has been destroyed. All this will undoubtedly further aggravate the increasing trend of poverty and unemployment in the country and possible disenchantment of the common man," he said.

Increase in export through better market access would be most effective, absolute and quickest way to restore our economy and create employment opportunities for the livelihood of the affected population.

The minister said: "It's a wrong perception that enhanced market access will affect EU domestic industry and jobs as textile industry in Europe is mainly high end or technical textiles, while Pakistan exports are not in that field. "In fact, it would only help us to regain our potential share from some of our competitors in the EU market and help us to rehabilitate our economy and infrastructure." Pakistan is already at a disadvantage situation vis a vis market access among all the developing countries of the world below $1800 GNI per capita (GNI/CAP), he said.
