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1. Plan-To-Introduce-Rs103bn-New-Taxes-In-Budget-2
ISLAMABAD: The government has decided in principle to introduce new taxation measures of Rs103 billion in the budget for 2011-12, mostly in the form of indirect taxes which will add to the burden on the common man.
The decision is aimed at keeping the budget deficit below four per cent — a condition that will pave way for release by the International Monetary Fund of a tranche of $1.3 billion.

An official privy to the budget-making process told Dawn on Monday that the government had assured the IMF that the measures would be introduced to achieve the revenue target of Rs1,952 billion.

He said an amount of Rs261 billion would be netted as a result of several factors, especially the rising inflation next year. The IMF has projected that Pakistan’s inflation next year could exceed 15 per cent which will contribute to an increase in the share of general sales tax in total collection.

According to the official, the base figure, a benchmark for revenue measures, has been set at Rs1,588 billion, considerably less than the collection target for 2010-11. But the IMF has estimated the figure at around Rs1,580 billion.

During recent talks with the IMF in Dubai, Pakistan’s economic team showed an upward revenue target as the base figure in a bid to reduce the size of new revenue measures in the budget — a move that could minimise political opposition, especially from the PML-N, during the process of getting the budget approved in parliament.

An FBR official said the failure to achieve the revenue target of Rs1,588 billion by the end of June as agreed with the IMF might lead to revision of all macroeconomic indicators.

Economic experts are of the opinion that reaching even close to the Rs1,588 billion target by the end of June will be quite difficult.

The revenue collection in May will be a deciding factor for the economic team to finalise the new measures. The government has estimated Rs152 billion revenue for the month and the FBR as on May 29 raised Rs132 billion. “We expect that the revenue collection will be closer to the target,” said an official of the finance ministry. The IMF will hold the fifth review on Pakistan’s economy in July to see the progress in commitments made at the Dubai meeting. “We have no other option but to cover the shortfall by either cutting expenditures or taking additional revenue measures during the post-budget period,” the official said.

He said if the government did not take new revenue measures there would be more pressure on other economic indicators. The only option for the government, he added, was to introduce new measures and plug loopholes to achieve the desired revenue target of Rs1,588 billion.

2. Trade-With-Malaysia-Can-Be-Doubled
KARACHI, May 30: Enormous trade potential between Pakistan and Malaysia exists and it could be doubled as private sector and governments of the two countries are striving to achieve the goal of closer economic cooperation.
The newly-established Malaysia-Pakistan Business Council is currently charting its agenda, said a press release. Dato Mohammad Saleem has been appointed President of the business council.

The focus is to explore mutually beneficial trade opportunities. Preliminary assessment of the council members is that if properly managed, the trade volume can double from $2.3 billion to $4.6 billion in the next five years.

Initial studies reveal that exports to Malaysia could increase by scrutinising and developing new ways whereby Malaysian importers and their government sponsored agencies can procure more products from Pakistan. These products included rice, wheat, beef, fruits and processed milk, etc.

The council’s president proposed the authorities in both countries to set up a trade assistance programme similar to the one between Japan and China. It would be in Pakistan’s interest to take advantage of Malaysia’s expertise in many fields, such as
food processing, including cold chain maintenance techniques, concentrate and pulp processing, and canning fruits etc.

Malaysia is an attractive tourist spot and it would be worthwhile to promote the Malaysia-Tourism and Malaysia’s ‘My Second Home programmes’ in Pakistan.

To ensure continued Malaysian investors interest, the council advised to find an early resolution to the TNB-Liberty Power Plant and other similar issues.

As far as Pakistani products are concerned, the council felt that Malaysia hopes to import larger volumes of rice and wheat to Malaysia, as well as wheat-based products, such as flour; ready to eat frozen foods and seafood.

Furthermore, in order to help Pakistan realise its full agricultural potential, Malaysia can assist Pakistan by introducing the latest technology in Pakistan.

Malaysia’s Agriculture and Fruit Corporation (MAFC) should be invited to Pakistan to gauge the potential of corporate farming in Pakistan Trade with Malaysia can be doubled and to eventually forge a serious partnership.

The council advised the Malaysian government to reduce import taxes on mangoes, and work together to allow import of milk, provide guidance to investors and traders from both countries and organise food and cultural events in both countries.

Another sector that Malaysia is also interested in Pakistan is that of frozen foods. To capitalise on this, Pakistan should encourage companies such as Engro, Nestle, Dawn Foods, K&N and Shezan to process ready to cook or ready to eat food items for export purposes. The current beef export to Malaysia is a good example of this, and proves that this can be done if there is commitment from these companies.

Malaysia can also offer Pakistani cities, and Karachi in particular, with expertise in construction, building material manufacturers, and architects, as well as furniture vendors, and electrical appliances manufacturers.

3.      FPCCI-Rejects-Proposed-Wealth-Tax
ISLAMABAD, May 30: The Federation of Pakistan Chambers of Commerce and Industry (FPCCI) has rejected a proposal to impose wealth tax in the new budget. 
FPCCI vice-president Khalid Tawab said here on Monday that the business community would not accept wealth tax as it was unjustified in the current circumstances.

Talking to members at the FPCCI at its office here, he said that income that has already been taxed should not be taxed again.

He demanded of the government to lift 17 per cent GST imposed on import of machinery and plant as it was hampering manufacturing sector`s growth.

Khalid Tawab said it was unanimously agreed in a meeting that a fixed tax be imposed on small businesses so that the FBR could concentrate on other sectors which need to be explored, rather than wasting time on resolving petty matters. The business community suggested that the tax be imposed on income, irrespective of its source as they referred implementation of income tax on agriculture.

The other speakers presented a gloomy picture of economy and said that falling revenues and growing expenditures with the projected increase of around 50 per cent in oil prices the government will face serious problems to finance six per cent fiscal deficit.

They called for across-the-board reforms to revamp tax machinery and other related finance institutions.

FPCCI chairman coordination Raza Khan said that solution to unemployment lies in industrialisation only.

The meeting demanded of the government to impose tax on sectors that were exempted, as it would help broaden the tax base and achieve the tax collection target of Rs1,952 billion.

4.      Stamp-Duty-Revenue-Falls
KARACHI, May 30: Revenue from stamp duty dropped by 53 per cent of the target during 10 months (July-April) of the current fiscal year due to drastic cut in sale deeds of properties and slump in real estate business.
The Stamp Duty wing of the Board of Revenue (BOR) Sindh collected Rs3,079.2 million during the period against Rs2,735.8 million for the same period last year.

The BoR hopes to collect Rs3,679 million from stamp duty during the remaining two months – May-June- of the current fiscal year, leaving a shortfall of 44 per cent against the target for the year under review.

Chief Inspector of Stamps Eijaz Baloch told Dawn that the shortfall was due to extra high target fixed by the finance department and slump in real estate business.

Property sale deeds which contributed 60-65 per cent of the revenue in stamp duty has been drastically cut by more than 50 per cent during the current fiscal year.

The statistics released by the BoR reveal that the highest amount of stamp duty (Rs398.2 million) was collected in March, 2011, followed by Rs383.4 million in January, Rs353.1 million in December, Rs326 million in April and Rs315.4 million in October.

Referring to the unreasonable target fixed by the finance for 2010-11, sources in the board said that the stamp duty target was increased to Rs6,051.9 million for the current year compared to Rs5,900 million of the previous year.

Sources said that it was decided with the finance authorities in 2002 that revenue target would be fixed 15 per cent higher of the collections in the preceding year and those achieving the target would be rewarded with extra salaries.

Presently, the target fixed by the finance is about 50 per higher than the revenue collected each year, which made the surpassing of target an uphill task.

Meanwhile, estate agents said that main reason for decline in stamp duty revenue is abnormal increase in valuation table in July 2010, which cut the property transactions to 50 per cent this year.

They said that the lease transfer charges have shot up to Rs2 million against 0.5 million for plots in A-category of the table ie Defence and Clifton areas after 200 per cent increase in valuation.

The BoR has urged the finance authorities to observe the rule for fixing target which should not be more than 15 per cent of the collection in the preceding year.

5.      Conversion-Rates
KARACHI: The following are May 31, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.
US dollar              Rs   85.7900
Japanese yen      Rs     1.0607
Pound sterling    Rs 141.2532
Euro                        Rs 122.5510

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

Libor
For 6 months    0.40%
6.      Move-To-Maintain-Tenants-Data
KARACHI, May 30: The government is considering a proposal under which landlords across Karachi may face a heavy financial penalty or be even put behind bars if they fail to get their tenants registered with their respective area police stations, official sources said.

They said the plan to introduce a ‘tenancy agreement’ between the proprietors and the tenants was floated by the home department and it had been under discussion for a few months.

“The entire spirit behind the proposal is related to security measures,” said an official, wishing not to be named.

“If we talk about Karachi, we see a trend that majority of the people involved in terrorism, crimes, vehicle theft and kidnapping for ransom cases come here from different parts of the country.”

He said that such elements always enjoyed local support which in many cases might be restricted to the provision of logistics and accommodation.

Citing the PNS Mehran attack as an example, he said that no clue had been found yet that the attackers were from Karachi, but they definitely lived here for quite some time with some local assistance to make preparations for the assault.

“There is a strong feeling that the terrorists must have spent weeks here before carrying out the assault and definitely had a temporary abode in the city or maybe close to the naval airbase,” added the official.

An official of the Sindh home department, Sharfuddin Memon, confirmed that the provincial government was mulling the proposal, adding that it had sought the law department’s assistance for draft legislation.

“The final shape of the idea has not yet been decided,” Mr Memon said.

“It may be enforced through an ordinance or by an act to be passed by the provincial assembly after a required process. However, it is very clear that there should be some regulation for the registration of tenants mainly in mainstream urban areas.”

He said it was proposed that heavy fines would be imposed on those landlords who failed to meet the requirements of the tenancy agreement and they might be handed down jail terms. However, he admitted that the legislation might not prove effective in the residential areas mushroomed across the city over encroached lands or without the consent of the civic authorities.

“It would definitely be an issue but there must be an initiative,” added Mr Memon.

Sources said that the proposal, if it became a law, would bind the landlords to take the area police on board before renting out their properties.

“This would help maintain data of tenants in Karachi and other cities. The proposal is not meant to harass the people, but it is a move to seek their help that may help in tracing those living in the city with bad intentions or busy in planning PNS Mehran like attacks,” the official said.

THE NEWS 
1.      Mighty grabbed taxpayers’ money as bank loans, says CJ
2.      TI warns govt against grant of exemption to Sindh Bank
KARACHI: The Transparency International Sindh has warned the Sindh government that grant of special exemption to the Sindh Bank Limited from the application of the Sindh Public Procurement Act will be tantamount to giving clear permission of corruption and fraud in the Sindh Bank and its nearly 50 branches.
In letters written by the Transparency International (TI) to the Sindh government, registrar of the Supreme Court of Pakistan, chairman and managing director of SPPR, registrar of Sindh High Court, chairman of the Securities and Exchange Commission of Pakistan and head of Sindh Bank Limited Muhammad Bilal Sheikh, it has been stated that an application of the Sindh Bank Limited for exemption from the Sindh Public Procurement Act is under consideration of the Sindh government but under Section 21 of the Police Act 1860 and the National Ehtesab Bureau Act 1999, the Sindh Bank and all its directors are liable to the action in case of corruption and the application of the Sindh Bank for exemption from the laws is blatant violation of the SPPR Act 2009 and the Sindh government could not grant exemption to the Sindh Bank because it would be tantamount to giving permission for corruption.

3. All gas tariffs to be hiked by 13-50pc from July 1
ISLAMABAD: The Ministry of Petroleum and Natural Resources is aiming for the implementation of revised gas tariffs for every sector of the economy by July 1 under the gas tariff rationalisation mechanism, it has been learnt. 
The worst-hit may be the fertiliser sector, which till now enjoyed a privileged status. “After rejecting the proposal of the Planning Commission seeking 15 percent imposition of equalisation surcharge on gas after every quarter of the year, the Ministry of Petroleum and Natural Resources has adopted a modus operandi to just increase the gas tariff in the range of 13-50 percent for various sectors,” revealed a highly-informed source in the relevant ministry.
It was said that gas tariffs were being rationalised to ensure the prudent use of gas and to discourage wastage of gas in non-productive sectors since gas production had decreased in the country by 4-5 percent and the country had suffered maximum gas deficit of 1.5 billion cubic feet gas per day in the month of January. This is the first year in Pakistan’s history that even in the summer season, industrial, power and CNG sectors are facing gas shortage.
Under the new gas rates, 50 percent gas tariff, the source said, will be increased for the fertiliser sector whose existing rates are the lowest amongst all other sectors of the economy. “There are two kinds of existing tariffs for the fertiliser sector at Rs50 per MMBTU and Rs100 per MMBTU.” 
Experts say the increase in gas tariff for the fertiliser sector will have an adverse impact on the price of urea — the basic input for the crops. This means the prices of agriculture produce will go up and accordingly bring more increases in food inflation across the country. At the same time, others argue that fertiliser companies did not pass the cheap gas benefit to farmers and people in the past and instead resorted to giving out multiple hefty dividends to their shareholders only.
For the textile sector, the ministry is working on a special gas tariff, which will be two percent less than the tariff of the general industry as the tariff increase for the industrial sector would stand at 15 percent. With the textile sector being the mainstay of the country’s total exports, the government is planning a special gas tariff for it, explained the source. The gas price for the industrial sector that stands at Rs379.43 per MMBTU, currently at 30 percent of alternative fuel, will now be increased to the level of 45 percent of the alternative fuel.
When contacted, Dr Asim Hussain, Federal Minister for Petroleum and Natural Resources, confirmed that the gas tariff will be increased from July 1, 2011 under the gas tariff rationalisation proposed for various sectors of the economy.
The power sector, which is being provided gas at Rs400 per MMBTU, has, meanwhile, offered to pay the 80 percent of the alternative fuel if the required gas supply is ensured by the Ministry of Petroleum and Natural Resources. The CNG prices will be increased by 15 percent, bringing them to 65 percent of the fuel price from the existing 44 percent.
For domestic consumers, the Oil and Gas Regulatory Authority (Ogra) has already increased the gas tariff by 1.52 percent and 2.36 percent for end consumers of the Sui Southern and Sui Northern respectively. However, according to Ijaz Chauhdry, Secretary Petroleum, the said increase in tariff by Ogra will be absorbed by the profit of the two gas utilities and, therefore, there will be no effective raise in gas tariff.
However, 15 percent tariff , the sources claimed, will be increased also for the domestic consumers under the gas tariff rationalisation policy due to which the gas price for the domestic sector, which is at Rs451.78 per MMBTU, currently 20 percent of alternative fuel, will surge up to 35 percent of fuel.
The gas tariff for commercial consumers will also be increased by 15 percent as the current gas price for commercial consumers stands at Rs542.60 per MMBTU, which is 25 percent of alternative fuel, but will be up by 40 percent of alternative fuel.

4.      President amends Income Tax Ord 2001, imposing 15pc more surcharge
ISLAMABAD: Through promulgation, President Asif Zardari has further amended the Income Tax Ordinance, 2001, whereby 15 per cent surcharge would be payable by every taxpayer of the income tax payable under the Ordinance. Following is the text of the ordinance: 
No. F. 2(1)/2011-Pub.- 
The following ordinance, promulgated by the president, is hereby published for general information:-
Ordinance No. IV of 2011
An ordinance further to amend the Income Tax Ordinance, 2001, whereas it is expedient further to amend the Income Tax Ordinance, 2001. for the purposes hereinafter appearing;
And whereas the Senate and the National Assembly are not in session and the president is satisfied that circumstances exist which render it necessary to take immediate action; Therefore, in exercise of the powers conferred by clause (1) of Article 89 of the constitution of the Islamic Republic of Pakistan, the president is pleased to make and promulgate the following ordinances:-
1. Short title and commencement:- 
(1) This ordinance may be called the Income Tax (Amendment) Ordinance, 2011.
(2) It shall come into force at once.
(2) Amendment of Section 2, Ordinance XLIX of 2001:- In the Income Tax Ordinance, 2001, after section 4, the following new section shall be inserted, namely:-
“4A, surcharge,- (1) Subject to this ordinance, a surcharge shall be payable by every taxpayer at the rate of fifteen per cent of the income tax payable under this Ordinance including the tax payable under part V of Chapter X of Chapter XIII. as the case maybe, for the period commencing from the promulgation of this ordinance, till the 30th June, 2011.
(2) Surcharge shall be paid, collected, educated and deposited at the same time and in the same manner as the tax is paid, collected, deducted and deposited under this Ordinance including Chapter X or XII as the case may be:
Provided that this surcharge shall not be payable for the tax year 2010 and prior tax years and shall be applicable, subject to the provisions of sub-section (1), for the tax year 2011 only”. 
5.      Finance Ministry advises govt to keep petroleum rates unchanged
KARACHI: Just on the eve of petroleum products prices revision, the Ministry of Finance has asked the government not to pass on the impact of a decline in international oil prices to the consumers, officials said on Monday.
The petroleum prices are set to be revised downwards for the month of June, in line with the declining trend in international markets. Official sources said that the Finance Ministry has approached the government to maintain prices with the aim to shore up money at the time of acute financial crunch. Because of an unending appetite for money to bridge fiscal deficit, the government has build up a stockpile of overdrafts payable to the central bank and commercial banks, they said.
Once the proposal gets implemented, the petroleum prices from June 1 will stay at the current levels and the difference adjusted in the shape of petroleum levy. Based on the nine-month average consumption figures compiled by the Oil Companies Advisory Committee, the government will add around four billion rupees to the national exchequer by maintaining petroleum prices at May level.
On Sunday, the Oil and Gas Regulatory Authority, which calculates fuel prices in the country, sent a summary to the prime minister, proposing decline of Rs6 a litre in the price of diesel, Rs1.5 in petrol and Rs2 in the price of kerosene oil. However, the proposed decline is not exactly in line with international oil price movements given the depreciation in the value of rupee.
According to the government’s analysis, global oil prices declined between 1.5 percent and 6 percent under various subcategories over the past month, however the rupee lost approximately 0.7 percent against the US dollar.
A significant proportion of domestic fuel prices are taxed under the petroleum levy, one of the main sources of the government to raise revenue. Only kerosene oil and light diesel oil are exempt from taxation.
The government projects to collect around Rs110 billion in taxes on petroleum products in the next fiscal year. This fiscal year ending June 30, 2011, the government did a poor show by colleting Rs60 billion only in fuel taxes.
Due to the political pressure, the government did not pass on the impact of rising oil prices and on three occasions this year it kept the rates unchanged.The move had a positive impact on the rising inflation, but it deprived the cash-starved government of much-needed revenue.

6.      Germany to close all nuclear plants by 2022
BERLIN: Chancellor Angela Merkel’s ruling coalition declared on Monday it would shut all German’s nuclear reactors by 2022, in a policy reversal drawn up in a rush after the Fukushima disaster in Japan.
The coalition, sensitive to accusations it may increase dependence on highly polluting brown coal, said it planned to cut power use by 10 percent by 2020. But Merkel may be hard pressed to present the plan as anything but a political defeat at the hands of Social Democrat and resurgent Green rivals.
The proposal may be even more more ambitious than the nuclear exit planned when the Social Democrats (SPD) and Greens were in power in 2000. It takes eight of 17 nulcear plants offline now and six by 2021. But it could still face opposition from utilities.
Only nine months ago Merkel announced an extension of the lifespan of unpopular nuclear plants by an average 12 years. In March, after Japan’s earthquake and tsunami, she reversed that and put Germany’s entire energy strategy under urgent review.
“Our energy system has to be fundamentally changed and can be fundamentally changed. We want the electricity of the future to be safer and, at the same time, reliable and economical,” Merkel told reporters on Monday.
To accompany the nuclear exit, Germany plans to cut electricity usage by 10 percent by 2020 and double the share of renewable energy sources to 35 percent over the same period, according to a government paper seen by Reuters.
Merkel did not outline further details of the plan but the government paper said Germany’s goal of reducing greenhouse gas emissions by 40 percent by 2020 remained in place.
Most voters in Germany oppose atomic energy, which provided 23 percent of overall power before the seven oldest stations were shut down in March.
A disputed 2.3 billion euro a year tax on spent fuel rods will not be scrapped even as the coalition plans to go ahead with the shutdown, Environment Minister Norbert Roettgen said early on Monday after late-night talks in the chancellor’s office between leaders of the centre-right coalition.
“(It’s) definite: the latest end for the last three nuclear power plants is 2022,” Roettgen said after the meeting and before leaving on his bicycle.
Nuclear policy is heavily disputed in Germany. Germany’s largest power provider RWE, which had suggested ending nuclear power in 2025, signalled its opposition to the deal. A spokesman for the company said the firm would keep “all legal options open”.
The decision could still face opposition from RWE’s peers E.ON, Vattenfall and EnBW, the other three utility companies that run the 17 plants.
Some politicians had wanted a clause allowing for revision of the agreement in future. Merkel’s centre-right coalition agreed to keep one of the older reactors as a “cold reserve” for 2013, if the transition to renewable energies cannot meet winter demand and if fossil fuels do not suffice to make up for a potential shortfall.
The German decision still needs to go through parliament. The coalition wants to keep a nuclear tax, which was expected to raise 2.3 billion euros ($3.29 billion) a year from this year, but so far has not been levied. With the immediate exit of eight plants it will raise less than envisaged. 
7.      Made in Pakistan expo in Dhaka next month
RAWALPINDI: An exhibition - Made in Pakistan - would be held next month in Dhaka to promote Pakistani products.
Rawalpindi Chamber of Commerce and Industry (RCCI) is arranging the single country exhibition, said the RCCI Standing Committee for Foreign Affairs Chairman Raja Aamir Iqbal in a meeting on Monday.
He said a single country exhibition was held successfully in India and now, the chamber was striving to make the “Made in Pakistan” expo in Bangladesh a complete success. Iqbal said the RCCI always supported holding single country exhibitions in the neighbouring countries. Next exhibition after Bangladesh would be held in China, he informed.
RCCI President S Ali Raza Saeed Shah said the chamber was making all out efforts for the single country exhibitions of Pakistan in other countries.He said the member countries of South Asian Association for Regional Cooperation (SAARC) should promote trade ties on the pattern of European Union. “Trade through land routes among SAARC member countries should be our priority in this regard,” he said. 
B RECORDER
1. Commercial consumers power utilities may be asked to obtain NTNs
The Federal Board of Revenue (FBR) is planning to make it mandatory for all power utilities to obtain National Tax Numbers (NTNs) from all the commercial consumers. According to sources, the revenue body is contemplating making it obligatory for Wapda, KESC and other power distribution companies to acquire NTNs from commercial consumers.

They said the move was aimed at monitoring the deductions made by power distribution companies on account of withholding tax. The sources said the board has already bound telecom sector to obtain NTNs from all the subscribers. They said the FBR feels that if the commercial consumers are inducted into the taxation mechanism, the revenue collection would increase manifold. However, some officials in the tax department dismissed the said proposal, saying that this exercise would lead to choking the centralised registration system as the registration process, which was supposed to be done in hours, will take months because of the applications galore.

Moreover, this exercise could only yield fruits, if the board decentralizes its registration process, which would also help reduce the backlog of NTN applications. They said in the past, the local tax offices processed the NTN applications within days through Pral counters but now the same was being done through centralised system.
2. Government determined to bring POLCNG prices at par
The government is set to bring the prices of CNG and POL at par. At present, the difference between CNG and POL prices is nearly 37 percent, while the government has plans to further jack up CNG price by 15 percent in the coming months.

Federal Minister for Petroleum and Natural Resources Dr Asim Hussain recently stated that the government has decided to gradually end cross subsidies on gas, through which the government provides subsidy to domestic consumers by charging industrial consumers of gas a higher tariff.

The size of the cross subsidy is estimated at close to Rs 40 billion, and the Minister announced that the government was committed to bring the price of CNG at level with 65 percent of petrol prices. He said that CNG price would increase by 15 percent from July 1.

Currently, the government has fixed CNG prices in KP, Balochistan and Potohar region (Rawalpindi, Islamabad and Gujarkhan) including Attock and Jhelum at Rs 59.57 per kg; while in Sindh and Punjab province (excluding Potohar Region) the price is Rs 56.80 per kg, which means an average CNG price of 58.185 in the country. This reveals that the average CNG price is less by Rs 33.99 per kg relative to the average price of petrol per litre.

Vehicles using CNG cover greater distance per kg relative to those using petrol per litre. One litre of petrol in Mehran covers about 15 kilometres, while one kg CNG covers almost 28 kilometres, said Junaid Mukda, Central Chairman of All Pakistan CNG Association.

Currently different POL products are being sold at the following rates: Petrol Rs 86.91 per litre; HOBC Rs 98.15 per litre; HSD Rs 97.31 per litre; LDO Rs 82.8 per litre; and kerosene oil Rs 85.70 per litre, which mean average POL price in Pakistan is 92.174. According to Ghayas Abdullah Paracha, former Chairman of All Pakistan CNG Association, Pakistan has the highest number of vehicles running on CNG in the world followed by Argentina, Brazil and Iran. He said that in Pakistan more than 3.7 million vehicles are using CNG as fuel and the country has also the highest number of CNG stations in the world numbering more than 3600. He said that over 80 percent public transport vehicles use CNG as well as majority of private vehicles have converted to CNG because of cheaper price as compared to petrol.

In Pakistan, only luxury cars and official vehicles now run on petrol. Karachi District Government, Lahore District Government, Fasialabad District Government and other larger cities governments are planning to introduce CNG buses in their jurisdictions. 



In Pakistan, almost all car manufacturers (except Honda) now produce company-fitted CNG kit versions. Recent hike in CNG prices had downplayed the ambitious ventures of some of the stakeholders in this sector. It is expected that price of the CNG and kits will come down as competition among manufacturers grows.

LandiRenzo Pakistan is also exporting CNG kits to various countries including China, Brazil and Italy. During Musharraf era the federal government introduced CNG rickshaws, which have replaced the old petrol rickshaws and currently thousands of these rickshaws are plying the country's roads.

In India, CNG costs Rs 31.50 per kg compared with Rs 68.00 per litre of petrol (prices as of February 2011 in Bombay, India). In Thailand, CNG costs are at Thb 10.4 per kg ($0.35) per kg compared with Thb 40.00 (US $1.35) per litre of petrol (prices as of March 2011 in Bangkok, Thailand). CNG has cost savings of 60percent along with reduced emissions and is usable by environmentally friendlier cars.

Meanwhile All Pakistan CNG association (APCNGA) has rejected the proposal from Planning Commission for 15 percent raise in gas price every 3 months to comply with the prices of petrol and diesel. "APCNGA hopes that Dr Asim Hussain has a clear vision of promotion of gas use as fuel in vehicles and is working to fill the demand supply gap. We request the government to reject this proposal and let the people benefit by using cheaper and environment friendly fuel", said a press release issued by the APCNGA here on Monday.

An analysis of the petroleum and CNG prices shows that currently CNG is 37 percent cheaper than petrol, while originally the government at the time of initiating CNG policy over a decade ago announced that there would be 50 percent price differential between CNG and POL products.
3. IR Commissioners for levy of sales tax on banquet halls
Some Chief Commissioners of Inland Revenue have strongly recommended to the Federal Board of Revenue to impose sales tax on banquet halls of restaurants/hotels given on rent through a clear provision in the Sales Tax Act 1990 in coming budget (2011-12).

Sources told Business Recorder here on Monday that the tax department faced resistance from the owners of restaurants/hotels during audit, where plea has been taken that such banquet halls are exempted from sales tax. The taxation of banquet halls rented by such hotels has not been clearly mentioned by the FBR in the tax law.

The issue of the banquet halls given on rent has been raised during audit of restaurants/hotels where absence of a clear provision in the law has given opportunity to the owners of hotels etc to avoid sales tax payment on rent of such halls. The owners of hotels/restaurants have also argued that the sales tax and federal excise cannot be imposed on such halls catering due to absence of a clear provision in the law.

In view of the existing legal position, it is proposed that the banquet halls may be brought under the tax net and sales tax may be imposed on their rent as well as catering irrespective of the fact that catering is arranged by the customers themselves or is provided by the hotels/banquet halls.

One of the Chief Commissioners has informed the FBR that during the course of audit of various hotels/restaurants, it was observed that they also rent out their halls for banquets and functions and provide catering services to them. However, when asked for payment of sales tax on supply of catering, it was noticed that they take the plea that banquet hall are exempt from payment of sales tax and that they do not provide any catering. And that the catering is arranged by our customers themselves. This results in loss of legitimate sales tax and federal excise revenue.

In view of the existing legal position, it is proposed that the banquet halls may be brought under the tax net and sales tax may be imposed on their rent as well as catering irrespective of the fact that catering is arranged by the customers themselves or is provided by the hotels/banquet halls. In case there is no legal bar in imposition of such taxation, the FBR can impose sales tax or federal excise through amendment in the Sales Tax Act or Federal Excise Act.
4.      Exporters fear more excruciating taxes in next year's budget
Exporters fear that the government may impose excruciating taxes on them in order to increase revenue during the next financial year. According to the Chairman of Towel Manufacturers' Association of Pakistan (SC) (TMA), Usman Ali, since the government has increased manifold its expenditure on defence to Rs 835 billion, and Rs 786 billion has been allocated for debt servicing, which is about 58 percent of the forecast revenue, "it is on the cards to transfer these burdens on genuine taxpayers who are already over-burdened with numerous taxes".

The government is trying to squeeze them with the following additional taxes, which is quite unfair and unjustified, he said. Minimum tax, instead of final discharge tax liability, introduction of black day's wealth tax law in the country, which is "double taxation" in nature, enhancement of GST rate from 17 percent to 30 percent on various products, and there may be more hidden taxes which will be announced in the next budget.

Exporters are subjected to withholding tax on export proceeds under section 143B, as full and final discharge of tax liabilities. Usman said: "Our competitor countries are working with exporters to increase exports ie India is going to restructure and introduce subsidy scheme to boost investment as well as exports in textile. Similarly, exports of Bangladesh surpassed $16 billion in nine months ending March and became the second largest exporter of knitwear in the region."

He requested the government of Pakistan, the Federal Board of Revenue and the Finance Minister to look for other avenues for increasing revenue instead of twisting and squeezing exporters who are already over-burdened and who earned valuable foreign exchange for the country.

He quoted from ATA Journal, which said that Bangladesh's exports surged by nearly 41 percent in March year-on-year to $2.14 billion. Its exports for July 2010 to March 2011, the first nine months of the 2010/11 fiscal year of the country, rose by 40.3 percent to more than $16 billion, according to Export Promotion Bureau of Bangladesh. Bangladesh's exports of readymade garments to Europe and the US, which make up nearly 70 percent of total overseas sales of the country, have been growing since last year with the global economic recovery, garments exports surged by 41 percent to $12.57 billion in the July-March year-on-year.

According to Bangladesh government officials, the record high figures in March reflect that the country's lower wages have attracted Chinese manufacturers to move their production bases there. Others are also growing from new markets such as Japan, South Africa, Canada, China, India, Australian and New Zealand, which shows that Bangladesh's cheap labour costs have helped the country join the global supply chain for low-end textiles and clothing.

According to statistics of Bangladesh Knitwear and Manufacturers & Exporters Association (BKMEA), Bangladesh exported 7.78 billion pieces of knitted garments in 2010, amounting to taka 6.19 billion, approximately $85.50 million in value. In terms of export volume, Bangladesh became the world's second largest knitwear exporter, surpassing Turkey, which exported 7.74 billion pieces in 2010.

China remains to be the world's biggest exporter of knitwear in terms of both export volume and value, making up 50 percent of the world's knitted garments market. Similarly, according to ATA Journal, the Indian government will provide a maximum subsidy of 1,9720 million rupees, approximately $438 million to attract about 48,9000 million rupees, approximately $10.42 billion of investment across the textile value chain.

On May 1, ministry of textiles of India announced the restructuring of the popular Technology Up-gradation Fund Schemes (TUFS) to boost investments in the textile sector. All segments within the textile industry are expected to benefit from the scheme. It will provide maximum subsidy across the textiles supply chain from spinning, power loom, garmenting, processing and technical textiles from the period from April 2011 to March 2012. The subsidy will have a cap of 1.9720 million rupees.
