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1. FBR-Target-Pegged-On-Indirect-Taxes
ISLAMABAD: Sparing the affluent class any new income tax, the government has continued with its earlier strategy of indirect taxation by focusing on the general sales tax and the federal excise duty to raise more than Rs140 billion.
The budget proposes to collect Rs31.3 billion from new general sales tax (GST) and Federal Excise Duty (FED) taxes.

Of these Rs10 billion will be raised from imposing sales tax on army owned general stores, Rs9 billion from the revised duty on cigarettes, Rs7 billion from GST on 15 new items and Rs1 billion from revision of sales tax rate from four per cent to five per cent on local sales of five zero rated sectors.

At the same time, the government has extended the GST measures initiated in March for a period of four months to the next year. It will yield an additional Rs101 billion.

Of these alone the GST on fertilizer will yield Rs35 billion, pesticides Rs2 billion, tractors Rs7 billion, plant and machinery Rs26 billion. A sum of Rs30 billion will be collected from five zero rated sector domestic sales and Rs1 billion from sugar.

But contrary to this, tax officials said that the relief measures taken under GST/FED regime would yield a net revenue loss of Rs52.4 billion.

This includes Rs35 billion revenue loss owing to downward revision of GST rate from 17pc to 16pc, Rs6 billion because of abolishing of 2.5 per cent special excise duty and Rs12 billion because of reduction in FED on cement and complete FED withdrawal on white cement. FED on cement will be withdrawn completely in two years.

Tax officials said that the net revenue impact from the tax measures taken in the budget would be negative. However, they said that FBR would raise Rs50 billion from administrative measures next year that would offset the revenue loss.

But the March taxation measures, continued to the next year, would yield a revenue of over Rs100 billion. This revenue along with the administrative measure would help the FBR to reach easily the revenue target of Rs1,952 billion for next year. This also shows the concentration on revenue collection from GST in the budget.

Contrary to these GST measures, government has proposed to raise basic income tax exemption limit to Rs350,000 from Rs300,000 per annum to give relief to lower salaried people. This will give a relief to around 80,000 taxpayers. Those with monthly salary below Rs29,629 will not pay income tax. However, they will have to file tax returns.

Against this, government has facilitated wealthy people more by increasing the limit of filing wealth tax statement to Rs1 million from existing Rs0.5 million. And it has scrapped the proposal to re-introduced wealth tax for them.

The rate of withholding tax on cash withdrawal from bank is to be reduced to 0.2 per cent from existing 0.3 per cent. All these measures are proposed to cause a loss of Rs3.8 billion income tax.

The government has imposed 16 per cent GST on 15 new items. These include computer software, surgical tapes, ultrasound gel, diapers for adults (patients), bricks, building blocks of cement including ready mix concrete blocks, ambulances, fire fighting vehicles, waste disposal trucks, breakdown lorries, special purposes vehicles for the maintenance of streetlights and overhead cables.

The GST is to be imposed on aircraft, ships of gross tonnage exceeding 15 LDTs, excluding those for recreational or pleasure purpose, spare parts and equipment for aircraft and ships, equipment and machinery for pilotage, salvage or towage for use in ports or airports, equipment and machinery for air navigation, equipment and machinery used for services provided for handling of ships or aircraft in a customs port or airport and import and supply of fully dedicated CNG Euro-2 buses whether in CBU or CKD condition.

The GST rate has been enhanced to three per cent from two per cent on commercial importers at import stage to yield additional revenue of Rs3 billion, eight per cent FED on sugar imposed replacing GST, rationalised FED on filter rod of cigarettes from Re1 per rod to 20pc ad val and FED enhanced to Rs10 per kg from existing Rs5 per kg on un-manufactured tobacco.

However, government has withdrawn FED on 15 items ranges in the range of five to 16 per cent. These include solvent oil (non-composite), other fuel oils, mineral greases, transformer oil, other mineral oil excluding sewing machine oil, waste oil, carbon black oil (carbon black feedstock) including residue carbon oil, methyl tertiary butyl ether (MBTE), greases, viscose-staple fibre.

Moreover, government has reduced FED on aerated beverages from 12 per cent to six per cent, withdrawn FED on services provided by property developers or promoters, exempted local supply of reclaimed lead to recognised manufacturers of lead batteries and allowed full adjustment of sales tax paid on import or local purchase of capital goods.

The government has withdrawn regulatory duty on 397 luxury items, excluding five items, leading to a revenue loss of Rs2.2 billion. The five items that will be subject to the regulatory duty are betel nuts, luxury vehicles of 1,800cc and above, arms and ammunition, cigarettes and luxury tyres and bathroom sets.

It has reduced customs duty by five per cent on raw material used in pharmaceutical products, cut duty to zero per cent from five and 15pc on import of 15 components used in CNG compressors, reduced duty to five per cent from 20 per cent on sabutol used in butyl acetate industry, slashed duty to 10pc from 20pc on mirror backing paint and from 10pc to 5pc on waste-scrap of glass.

Customs duty concession has been announced for oil exploration companies, raw materials of audio cassettes, and incentive for hi-tech car audio manufacturing, tariff rationalisation on bars, rods and profiles of refined cooper and copper alloy.

A fee collection has been proposed for goods imported under the Afghan transit trade agreement.

Under the income tax, the government has also proposed to withdraw capping of Rs0.5 million from voluntary pension fund and tax holiday for five years for 100pc equity investments to be effective from July 1, 2011.

To encourage investment in shares, the maximum cumulative limit for investment has been fixed at 10pc instead of 15pc of the taxable income with upper limit for investment at Rs0.5 million.

To encourage listing of companies on stock exchange, the existing tax credit has been enhanced to 10pc from five pc and the rate of tax on asset management companies’ dividends raised to 20pc from 10pc.

To encourage non-residents’ investment in securities the withholding tax of 10 per cent is proposed to be a final taxation. The government has also withdrawn 0.01pc CVT on modaraba certificates and instruments of redeemable capital traded at stock exchange.

2.      Trade-And-Industry-Disappointed
KARACHI, June 3: Leaders of trade and industry were disappointed over lack of an incentives package in the budget for attracting investment and promoting industrial and commercial activity. 
There was consensus among businessmen gathered at the Federation House  to listen to the budget speech of Finance Minister that the country could have been pulled out of the quagmire had the new budget offered “innovative incentives” for industrialisation and promotion of investment.

These leaders were firm in their opinion that an incentives package was critical for arresting the rising trend of lawlessness and terrorism as it could have led to generation of jobs where unemployed youth could have been absorbed.

Many leaders were reluctant to offer comments before studying the details of the budget documents. However, their initial impression after listening to the Finance Minister Dr Hafeez Shaikh’s budget speech was that it was a ‘status quo’ budget.

They said that the government should have removed 17 per cent Sales Tax on import of plant and machinery imposed on March 16.

“For attracting investment and promoting industrial activity it was necessary that such taxes on import of plant and machinery should have been immediately removed,” commented a corporate leader.

Federation of Pakistan Chambers of Commerce and Industry Vice President Khalid Tawab said the budget 2011-12 lacked incentives for promotion of industry and exports.

Though the government assured that 17 per cent ST would be removed on import of plant and machinery, this demand was also not fulfilled.

Twenty-seven per cent growth in export registered during the current fiscal year to $24 billion was owing to hike in commodity prices, but this could not be expected next year because prices of farm goods have started reeling back, he added.

There was an urgent need, he said to take measures for sustaining growth in exports and that could have been only done by promoting investment and industrial activity.

S M Muneer, former President of FPCCI, said that there are no extraordinary steps in the budget to give impetus to industrial activity at a time when the country is confronted with numerous issues, such as gas and power shortages and bad law and order situation.However, it could only be appreciated that the new budget has not imposed new taxes. On the contrary, tax rates have been reduced and some duties have been eliminated.

Fawad Ejaz Khan, chairman, Pakistan Readymade Garments Manufacturers and Exporters Association (Plgmea), said that by maintaining zero-rated status of all the five export-oriented industries, the government made a remarkable decision.

He said it was also encouraging that the budget 2011-12 had introduced flat rate of sales tax for unregistered persons at five per cent by doing away with four and six per cent previously collected at different stages of products.

Dr Ikhtiar Baig, a businessman and advisor to Prime Minister on Textile, said it is government’s achievement to reduce Sales Tax from 17 per cent to 16 per cent and it would benefit the poor.

He, however, said that the issue of sales tax on import of plant and machinery would be taken up with the government to ensure that it is included in the Finance Bill 2012.

Syed Johar Ali Kandhari, chairman, Korangi Association of Trade and Industry (KATI), said removal of Regularity Duty and Special Excise Duty will go a long way in minimising the number of levies and taxes.

However, he said that the government should have reduced the sales tax rate from 17 per cent to 10 per cent and this could have given a big relief to poor masses across the board.

Javed Chanio, chairman, Pakistan Readymade Garments Manufacturers and Exporters Association (Prgmea), said the budget totally lacked focus as it neglected exports and industry which are the most important sectors of economy.

Asad Nisar, vice chairman, SITE Association of Trade and Industry, was highly critical of shifting of income tax commissioner’s powers to lower staff level of inspector and assistant collector.

Saeed Shafique, president, Karachi Chamber of Commerce and Industry (KCCI), said the government had made jugglery of figures and no serious attempt had been made to sort out economic issues in the budget 2011-12.

He further stated that there are many ambiguities in the budget which could not be easily understood without complete budget document, but one could easily say it is more of a political document than budget.

THE NEWS
1. Slashed subsidy to push power rates up by 12pc
ISLAMABAD: The government on Friday spelled out its intention to raise the electricity tariff up to 12 percent in the next financial year given that the tariff differential subsidy has been reduced to only Rs50 billion in 2011-12 against the revised estimates of Rs238 billion for the outgoing financial year 2010-11. 
In line with conditionalities imposed by multilateral creditors, including the IMF, WB and ADB, the government slashed the power sector subsidy by over 60 percent. The allocation for this sector was envisaged at Rs122.7 billion in 2011-12 against the revised estimates of Rs 295 billion for the fiscal year ending on June 30, 2011. 
In case of implementation of the government’s agreement with multilateral creditors to raise the power tariff by two percent in June 2011, the government will have to increase the power tariff by at least 8 to 15 percent in the next financial year, starting from July 2011. Creditors have recommended that Islamabad raise this tariff in one go. But Islamabad is in favour of an incremental approach that will increase the total hike requirements up to 12 percent, depending on the exact period for bridging the total gap. 
The Ministry of Finance has estimated that consumers are being charged the price of about Rs1.65 per unit (kilowatt-hour), or 15%, less than the cost of production. The average cost of production is Rs9.56 per unit whereas the average consumer price is Rs7.91 per unit.
This differential requirement between power generation cost and receivables of Discos will be bridged through a 10-12 percent tariff hike in a staggered manner. To achieve the desired results, allocation of tariff differential subsidy in the budget and efficiency will also be aimed at. “The government has allocated Rs55 billion for power tariff differential subsidy in the budget while the remaining requirements in the worst case scenario of a total whopping amount of Rs100 to Rs 140 billion will be bridged through the tariff hike as well as by ensuring efficiency gains,” a senior official said.
According to the calculation for power tariff differential subsidy, the requirement for the fiscal year 2011-12 has also been endorsed by the World Bank and ADB. The Ministry of Finance, as well as the Ministry of Water and Power, believe the next fiscal year’s requirement relating to tariff subsidy will stand in the range of just over Rs100 billion while line losses would be reduced by 1.25 percent on an average basis to achieve the desired results. 
For inter Discos power differential, the government had allocated Rs30 billion in the last budget that increased by Rs238 billion by end-June 2011. Right now, the government has envisaged an allocation of Rs50 billion on this front.
The incumbent regime has allocated the subsidy on GST to Wapda at Rs10 billion in the budget 2011-12 from Rs4 billion in 2010-11. The amount allocated for Fata subsidy was also slashed down from Rs10 billion to Rs7 billion in the next budget. For payment of interest on Term Finance Certificates (TFC), the government’s allocation has increased to Rs55.7 billion in the next budget from Rs40 billion in the outgoing fiscal year.

2. Mixed views on imposition of GST on nine items
LAHORE: The government did not give relief to the general public and also completely ignore the agriculture, industry and construction of mega dams in the federal budget 2011-12. The budget deficit and inflation will increase in the next year as well while the government announced an election budget as well. These views were expressed by the participants at the Jang Economic Session on ‘Budget 2011-12-Public Expectations’ on Friday. 
The participants were former Chief Economist Dr Pervez Tahir, former Director General Large Taxpayers Unit Hussain Ahmed Sherazi, former Chief Commissioner Inland Revenue Manawar Ghafoor, agriculturist Dr Tariq Bucha, General Secretary Punjab Civil Secretariat Employees Association Azeem Ahmed Bari and former President Sheikhupura Chamber of Commerce and Industry Manzoor-ul-Haq Malik. The forum was jointly hosted by Sikindar Hameed Lodhi and Intikhab Tariq. 
Dr Pervez Tahir said Budget 2011-12 was political compromise and it was only to save the democracy and election campaign budget. He said the budget speech was direction-less without any philosophy. He said nothing would be left for development after debt servicing and defence expenditures. He said next year budget deficit would reach six per cent of the GDP. He said PPP was increasing its vote bank through BISP and increase in salary and pension. He said no step was taken to manage energy crisis. He said non-seriousness of the government showed that the GDP growth rate and inflation targets would not be achieved. 
Hussain Ahmed Sherazi said that no action was taken in budget 2011-12 to cater to the public need which was constitutional duty of the government while no announcement was made to counter food inflation. 
He said 82 percent taxes were indirect taxes while no policy was made to change this mechanism which would further burden the poor people. 
He said insufficient allocation was made for education sector which would not accomplish the dream of free education to five to 16-year children. 
Munawar Ghafoor said the government did not take any step to document the economy while imposition of VAT was also not announced. He said the government had also announced to tax 2.3 million people. He said there was a need of good governance and transparency. 
Dr Tariq Bucha said nothing was allocated for rural development. He said finance minister did not talk about General Sales Tax (GST) on agriculture inputs which was not imposed anywhere in the world. 
He said the government tried to provide relief to salary class but it was also insufficient as well due to escalating inflation. He said composition of Rs 500 billion subsidy on electricity was also not disclosed. He said regulatory duty on cars should be increased which was decreased while GST should be removed from tractors. 
Azeem Bari said Pay and Pension Commission’s recommendations were ignored and only 15 percent was announced. He rejected the budget and government’s increase in salary. 
3.      Govt lauded for seeking enlarged tax base
LAHORE: Businessmen have cautiously reacted to the new federal budget, praising the government for shifting its revenue generation focus from existing taxpayers to enlargement of tax base. 
They have expressed dismay that many tax proposals sent by different associations were ignored. They also were disappointed on low development allocations for power and energy sectors. All Pakistan Textile Mills Association chairman Gohar Ejaz, addressing a press conference after the Finance Ministerís budget speech, said it was appreciable that no new taxes had been imposed, hoping that the government would be able to meet its inflation target of 9 percent in next fiscal year. ìThis would help the central bank to lower interest rates and spur investment that has remained elusive for the last four years.î 
He said that allocation for development of energy and power resources should have been higher. ìTextile industry is hostage to energy and power shortage,î he said, adding that the textile exports that touched record $14 billion could increase to $20 billion the next fiscal year, provided constant supply gas and electricity was assured. 
Deviating from the point of view of most of industrial sectors, he said, the 15 percent pay raise given to the government employees should have been extended to lowly paid private sector workers as well.
The Lahore Chamber of Commerce & Industry was of the view that the government failed to give any economic revival plan in the budget and it had mainly focused on the international monetary agenciesí instructions, ignoring the proposals of the local trade bodies and other stakeholders.
Addressing a media briefing soon after the presentation of the federal budget, the LCCI senior vice-president Sheikh Mohammad Arshad said that the budget could in no way help achieve the proposed GDP growth target of 4.2 percent as it seemed that the document was prepared in haste. LCCI former presidents Mian Anjum Nisar and Shahid Hassan Sheikh also spoke on the occasion and gave their input of the budget. 
The LCCI senior vice-president said that, despite having knowledge of the gravity of the situation, the federal government had allocated meager amount of Rs 18 billion for new dams and water reservoirs. While pointing out the discriminatory approach, he said that, out of all the eight power distribution companies (DISCOs), three major Punjab-based DICOs ñ including LESCO, FESCO and GEPCO ñ will not receive even a single penny relief from total subsidy of Rs 122 billion. The KESC alone would be enjoying a subsidy of Rs 24 billion. 
4.      Agriculture, industry ignored’
LAHORE: The government did not give relief to the general public and also completely ignore the agriculture, industry and construction of mega dams in the federal budget 2011-12. The budget deficit and inflation will increase in the next year as well while the government announced an election budget as well. These views were expressed by the participants at the Jang Economic Session on ‘Budget 2011-12-Public Expectations’ on Friday. 
The participants were former Chief Economist Dr Pervez Tahir, former Director General Large Taxpayers Unit Hussain Ahmed Sherazi, former Chief Commissioner Inland Revenue Manawar Ghafoor, agriculturist Dr Tariq Bucha, General Secretary Punjab Civil Secretariat Employees Association Azeem Ahmed Bari and former President Sheikhupura Chamber of Commerce and Industry Manzoor-ul-Haq Malik. The forum was jointly hosted by Sikindar Hameed Lodhi and Intikhab Tariq. 
Dr Pervez Tahir said Budget 2011-12 was political compromise and it was only to save the democracy and election campaign budget. He said the budget speech was direction-less without any philosophy. He said nothing would be left for development after debt servicing and defence expenditures. He said next year budget deficit would reach six per cent of the GDP. He said PPP was increasing its vote bank through BISP and increase in salary and pension. He said no step was taken to manage energy crisis. He said non-seriousness of the government showed that the GDP growth rate and inflation targets would not be achieved. 
Hussain Ahmed Sherazi said that no action was taken in budget 2011-12 to cater to the public need which was constitutional duty of the government while no announcement was made to counter food inflation. 
He said 82 percent taxes were indirect taxes while no policy was made to change this mechanism which would further burden the poor people. 
He said insufficient allocation was made for education sector which would not accomplish the dream of free education to five to 16-year children. 
Munawar Ghafoor said the government did not take any step to document the economy while imposition of VAT was also not announced. He said the government had also announced to tax 2.3 million people. He said there was a need of good governance and transparency. 
Dr Tariq Bucha said nothing was allocated for rural development. He said finance minister did not talk about General Sales Tax (GST) on agriculture inputs which was not imposed anywhere in the world. 
He said the government tried to provide relief to salary class but it was also insufficient as well due to escalating inflation. He said composition of Rs 500 billion subsidy on electricity was also not disclosed. He said regulatory duty on cars should be increased which was decreased while GST should be removed from tractors. 
Azeem Bari said Pay and Pension Commission’s recommendations were ignored and only 15 percent was announced. He rejected the budget and government’s increase in salary. 
5.      Incentives for industry
ISLAMABAD: The Federal Government has envisaged a number of incentives to the local industry in the 2011-2012 annual budget.
The policy objectives are: equity in tax system, industrial incentives for growth and expansion through reduced cost of raw materials, tariff rationalisation to facilitate trade, amendments in legal provisions to remove arbitrage and ambiguity and export promotion.
Relief Measures: Removal of Regulatory Duty, particularly on edible items and reduction of duty of 5% on pharmaceutical raw materials to provide relief to common man.
Special excise duty is being abolished while certain federal excise duties are being abolished in to to while others will be done away with in phases.
Customs duty is being cut on as many as 22 key raw material items used in pharmaceutical industry. This raw material is used in production of antibiotic, ant-allergic, ant-diabetic and TB medicines. Out of 397 items, regulatory duty is being abolished on 392 of them. Concessions on import of its raw material (Sabutol). Incentives for glass industry through concession on its two major raw materials namely “mirror backing paint” and “waste/scrap of glass”.
Incentive for CNG compressors manufacturing industry through concession on its 15 components. Concession on raw material of audio cassettes; Incentive for hi-tech car audio manufacturing industry through concession on import of mechanism for car audio system; Corrections in industrial SRO 565 (I) 2006 to ensure expeditious clearance.
Tariff rationalisation: Tariff rationalisation on bars, rods and profiles of refined copper and copper alloy. Correction in descriptions of PCT codes 2923.9010 and 2930.9060.
Creation of separate PCT codes for brass scrap and armoured cash carrying vehicle.
Legal changes in Customs Act 1969—following changes have been made in the act: Reference to Section 32 is deleted from Section 15 of the Act to remove arbitrage and eliminate the possibility of any miscarriage of justice through its misuse. In order to provide incentives to local manufacturers and suppliers of domestic goods against international tenders, Section 21 (c) is amended to treat these supplies as exports. This would entitle supplies against international tenders to Customs duty draw back (rebate). In order to mitigate hardships of persons, who have wrongfully deposited duty, the limitation period for refund under Section 33 of the act will be from the date of finalisation of the case (order, decision, judgment). The grant of transit facility has increased Customs facilitation and allied operations manifold. 
6.      KCCI leaders term budget ‘pro-industry’
	KARACHI: The leadership of the Karachi Chamber of Commerce & Industry (KCCI) has termed the budget for the fiscal year 2011/12 as pro-industry.
“The budgetary measures announced by the finance minister speak of pro-industrialisation growth strategy,” Siraj Kassam Teli, leader of Businessmen Group (MBG) said. The Group is ruling the Chamber for the last 13 consecutive years.
“This is our immediate opinion on the short budget speech of Hafiz Shaikh, a thorough reaction on the budget would be presented at a press conference on Monday,” Teli said. He said that this is the best possible budget under the present circumstances.
“The abolition of Special Excise Duty (SED) across the board, removal of Regulatory Duty (RD) on 392 items out of 397 items, and elimination of Federal Excise Duty (FED) on 15 out of 46 items with immediate effect are pro industry measures,” he said.
According finance minister Hafiz Shaikh, the FED on the remaining 31 items would also be abolished gradually in next 24 months. Teli commended the finance minister for announcing to impose income tax on those 700,000 people, who were liable to pay the tax but were not paying. These new identified tax payers would help meet the ambitious tax collection target of Rs1,952bn for the next fiscal year.
Zubair Motiwala, former president of KCCI, said that the abolition of regulatory duty would help Federal Board of Revenue (FBR) in preventing tax evasion made under Afghan Transit Trade Agreement (ATTA).
The removal of said duty would also help controlling smuggling under ATTA and empower FBR in earning more direct revenues on imports, he said, adding that the removal of this duty was BMG’s old demand.
He said that the government has also allocated budget for transforming its gas-fired power generators to coal, besides setting aside funds for the construction of dams and generating power from wind technology.
Saeed Shafiq, president of KCCI, however, criticized the government for allocating small budget for controlling law & order situation. “The law & order is the biggest hurdle in attracting investment.”
He also demanded of the government to bring interest rate to single digit, as time has proved that the tight monetary policy of State Bank of Pakistan has proved to be counter productive in controlling inflation and enhancing growth.


7.      Budget disappoints business community
KARACHI: The business community on Friday expressed disappointment over the Federal Budget 2011/12 and termed it “anti-growth” because the government failed to give any relief to ensure industrial growth.
The businessmen, who gathered at the head office of the Federation of Pakistan Chambers of Commerce and Industry (FPCCI) to listen to Finance Minister Dr Abdul Hafeez Shaikh, said that he only announced some relief measures for the public.
However, the budgetary measures were not part of the speech, triggering criticism from the opposition, they added.
FPCCI Vice President Khalid Tawab described the budget as per the expectations.
“The government has to consider industry while making the budget,” he said. “The machinery import should have been exempted from the sales tax to give boost to the industry,” he added.
He, however, appreciated the withdrawal of special excise duty and the announcement of gradual elimination of federal excise duty.
The government in the budget announced providing relief such as increase in salary of government employees, rise in minimum threshold for income tax, besides elimination of special excise duty and gradual removal of the federal excise duty.
Zubair Tufail, former vice president, FPCCI, welcomed the rise in the salary of government employees and increase in pension. He, however, said that expanding the network of sales tax, despite reduction in the rate, would inflate prices as various sectors are not liable to tax in the past.
Shakeel Dhingra, leading industrialist and tax expert, said that though Reformed General Sales Tax (RGST) is not announced, but it appeared the government has successfully implemented it.
He also criticized government decision for imposing sales tax on import of machinery.
Shakeel Dhingra said that the elimination of subsidies would push inflationary pressure upward as the impact would ultimately pass on to the consumers.
Iftikhar Malik, former president, FPCCI, said that in the present scenario, the government had unveiled the best budget.
He said, ìthe political will is needed to bring the rich persons identified by the revenue authorities into the tax net.
Atiq Mir, chairman, Karachi Traders Association, also welcomed the reduction in tax rate on cash withdrawal from financial institutions.
However, criticising the budget, he said that the measures taken by the government would further increase corruption.
Jamal-ud-Din Achakzai, managing committee member of the FPCCI, said that the government is under pressure due to heavy foreign debt, suspension of the International Monetary Fund (IMF) loan programme and devastation caused by the floods. “In this scenario, more relief measures were not possible,” he added.
Munir Sultan, chairman, FPCCI Standing Committee on Housing, said that reduction in FED on cement would help the construction industry.

8.      Incentives for industry in budget
9.      Mixed views on GST imposition on 9 items
RAWALPINDI: There has been a difference of opinion among the experts regarding the impact of the nine newly-included items into the General Sales Tax (GST) net on the life of a common man.
Former Federal Minister for Finance Dr Hafeez A Pasha said that the newly-included nine items into the GST net would not affect the common man while Dr Pervez Tahir, former Chief Economist of Planning Commission of Pakistan, said these things would certainly affect the common man.
The government in this budget has imposed tax on CNG kits, CNG buses, agricultural machinery, aircraft and its spare parts, ships, ambulance equipments, ultrasound gel, surgical tapes and computer software.
The government on the other side has reduced GST rate from 17% to 16% and introduced three new rates in the GST i.e. 0%, 5% and 16%. Talking to The News, Dr Hafeez A Pasha said that the government had to generate its revenue. Reduction in the GST rate would have a good effect on the poor people.
Commenting on the imposition of the GST on CNG kits and buses, Pasha said that the consumption of CNG must be discouraged. To a question whether the implementation of the GST on agriculture machinery would not affect the agricultural yields, Pasha said that the government through an SRO has already implemented GST on these products. “Moreover, there has been little use of agricultural machinery in our agriculture,” he said, adding there will be no affect on the agricultural yields. 
Dr Pervez Tahir said that the implementation of GST on the above said products would certainly affect the common man. “If CNG kit will be expensive that is commonly used in rikshaws and taxies, the load of raise will be at the end consumer,” he said. Similarly, he said, no one will bear the raise in the medical products but the end consumer.

B RECORDER
1. Five zero-rated sectors now to pay five percent ST
The Federal Board of Revenue has merged 4-6 percent sales tax on local supplies of five zero-rated sectors - textile, leather, surgical goods, carpets and sports items - into a single uniform rate ie 5 percent.

During the technical briefing on salient features of the Finance Bill (2011-12) arranged by the FBR here on Friday, FBR Member Inland Revenue Khawar Khurshid Butt told media that now three rates of sales tax would be applicable ie 0, 5 and 16 percent. The existing 4-6 percent sales tax applicable on local supplies of five export-oriented sectors has been combined into a single rate of 5 percent.

Under the new budget there is no new burden on the existing taxpayers and the legal and procedural amendments would improve the level of compliance. The new budget would also bring equitable taxation system in the country. We are also working on a new incentive scheme for the taxpayers to encourage voluntary compliance, Khawar Khurshid Butt added.

To a question, he said there is no change in the tax structure in Capital Gains Tax (CGT) on stock exchanges. The FBR has imposed 16 percent sales tax on 21 items including defence stores, computer software, ships, bulldozers and combined harvesters/components, CNG kits and mineral oil.

Finance Bill (2011-12) issued here on Friday has excluded 21 items from the Sixth Schedule of the Sales Tax Act for withdrawal of the exemptions. The FBR has withdrawn exemption of sales tax on defence stores at import and local supply to bring it in line with international best practices.

The exemptions have been withdrawn on surgical tapes; ultrasound gel; diapers for adults (patients); bricks and building blocks of cement including ready mix concrete blocks; computer software; ambulances, fire fighting vehicles, waste disposal trucks, brake down lorries, special purposes vehicles for the maintenance of streetlights and overhead cables; aircraft; ships of gross tonnage exceeding 15 LDTs, excluding those for recreational or pleasure purpose; defence stores, whether manufactured locally or imported by the federal government against foreign exchange allocation for defence, including trucks, trailers and vehicles falling under PCT heading 87.04 of the First Schedule to the Customs Act, 1969 (IV of 1969), specially modified for mounting defence equipments, their parts and accessories for supply to Armed Forces, spare parts and equipment for aircraft and ships covered by serial number 43 and 44 above, equipment and machinery for pilotage, salvage or towage for use in ports or airports, equipment and machinery for air navigation, equipment and machinery used for services provided for handling of ships or aircrafts in a customs port or Customs airport, such plant and machinery as is notified by the Federal Government in the official Gazette but if imported, these shall be entitled to exemption from sales tax on importation if these are not manufactured in Pakistan.

The sales tax exemption has also been withdrawn on bulldozers and combined harvesters; and components (which include sub-components, components, sub-assemblies an assemblies but exclude consumables) imported in any kit form and direct materials or assembly or manufacture thereof, subject to the same conditions as are envisaged for the purposes of exemption under the Customs Act, 1969 (IV of 1969) and import and supply of fully dedicated CNG Euro-2 buses whether in CBU or CKD condition.

Through withdrawal of SRO based exemption, the government has imposed sales tax on CNG kits, cylinders, valves, etc, commercial catalogues; rock phosphate; Phosphoric Acid and mineral Oil 97 percent (PCT heading 2710.0000) imported by importers, formulators or manufacturers pesticides. The FBR has also withdrawn federal excise duty (FED) on 15 items by deleting these items from the First Schedule of the Federal Excise Act 1990.

The FED has been abolished on the Solvent oil (non-composite); other; other fuel oils; mineral greases; transformer oil; other mineral oil excluding sewing machine oil; waste oil; carbon black oil (carbon black feedstock); Methyl tertiary butyl ether (MBTE); greases; organic composite solvents and thinners not elsewhere specified or included; prepared paint or varnish removers (i) solvent (composite( (ii) other (excluding thinners); viscose staple fiber; motor cars and other, motor vehicles principally designed for the transport of persons (other than those of persons (other than those of heading 87.02), including station wagons and racing cars of cylinder capacity exceeding 8500cc; air conditions and FED has also been abolished on deep freezers.

Finance Bill (2011-2012) further revealed that the Federal Excise Duty leviable on filter rods for cigarettes has been rationalise from Rs 1/- per filter rod to 20% ad val. The Federal Excise Duty on un-manufactured tobacco is being enhanced from Rs 5/- per kg to Rs 10/- per kg.
2. Customs transit fee proposed
The Federal Board of Revenue has introduced an enabling provision in the Customs Act 1969 to collect transit fee for which rate and method of collection has yet to be finalised. This was stated by FBR Member Customs Mumtaz Haider Rizvi during the technical briefing on salient features of budget (2011-12) at the FBR headquarters here on Friday.

FBR Member Customs said that the grant of transit facility has increased Customs facilitation and allied operations manifold. In order to provide self sustaining infrastructure and services at customs stations and en-route, an enabling provision for collection of transit fee is being provided by adding a new section namely 129A in the Customs Act, 1969.

Under the new transit trade agreement, the Afghan importers would submit the insurance guarantee instead of bank guarantees as financial security for the transit goods, he added. FBR Member Customs said the FBR has not imposed new customs duty on any item or increased the rate of customs duty on the import of any good. The FBR has provided relief to the tune of Rs 2.1 billion through tariff rationalisation in budget (2011-12).

The customs budget revealed that on the recommendations of Ministry of Health 22 more active pharmaceutical ingredients (API) are being included in concessionary regime by amending SRO 567(1)/2006. The regulatory duty (RD) was imposed on 397 items through SRO 482 (1)/2009 dated 13.6.2009. This duty is being removed on all items except betel nuts, cigarettes, luxury tiles & bathroom fittings, luxury vehicles (1800 CC & above except electric hybrids) and arms & ammunition by amending SRO 482(1)/2009.

According to customs budget, the change in rate of customs duty would be applicable from June 4, 2011. Sabutol falling under PCT code 3814.0000 @ 20% duty is a major raw material for production of Butyl Acetate, which is used in paint industry. In order to support local manufacturing of Butyl Acetate, customs duty on Sabutol is being reduced to 5% through SRO 565/2006.

In order to support Glass industry, two of its major raw materials namely 'mirror backing paint" (PCT code 3208.1010) and 'cullet & other waste/scrap of glass" (PCT code 7001 .0000) are being allowed concessionary rates of 10% and 5% duty in place of current rates of 20% and 10% duty, respectively, by amending SRO 565(1)/2006.

The import of 10 items used in the manufacturing of CNG compressors are currently allowed at 0% duty. On the recommendation of Engineering Development Board (EDB), the existing list is being substituted with 15 new items at the same rate of 0% duty by amending SRO 565(1)/2006.

The customs budget further revealed that the wellhead, X-mass tree & their integral components / parts are importable at the concessionary rate of 15 percent duty under SRO 678(1)/2004. Considering the importance of these items in the oil exploration process, concessionary rate of 10 percent duty is being allowed under the said SRO.

At present, a concessionary rate of 10% duty is available to magnetic tape in jumbo rolls (PCTs code 8523.2920) for manufacturing of videocassettes. The same concession is being allowed on import of magnetic tapes in jumbo rolls (PCT code 8523 .2990) for manufacturing of audiocassettes.

Currently, concessionary rate of 10% duty is available to Cassette Mechanism Assembly for Car Audio System. The same concession is being allowed to mechanism assemblies of CD I MP3 I MP4 under SRO 565(1)/2006 for manufacturing of Car Audio Systems.

Under the tariff rationalisation done in budget 2011-2012, the rates of customs duty on Bars, Rods and Profiles of Copper alloy (PCI codes 7407.2100 and 7407.2900) are 10% and 5%, respectively. In order to rationalise their tariff structure, tariff rate on PCT code 7407.2100 is being reduced to 5% to avoid delays on account of disputes at the time of clearance. Similarly, rates of customs duty on Bars and Rods of refined copper (PCT codes 7407.1010 and 7407.1020) are l0% and 5%, respectively. Tariff rate on PCT code 7407.1010 is being reduced to 5% to rationalise their tariff structure.

Under PCT code 9918, duty is charged to the extent of cost of any alterations, renovations, additions or repairs of the goods (outside Pakistan), if re-imported by industrial concerns. In this provision the words "goods" and "machinery" have been used interchangeably creating ambiguity and delay in clearances. To rectify this discrepancy, the word "goods", wherever occurring under this heading, is being substituted with the word "machinery".

Under PCT headings 2923.9010 and 2930.9060 incorrect descriptions of "Betain" and "O.O.Duethyl" are being substituted with "Betaine" and "O.O.Diethyl", respectively.

Brass is alloy of Copper and Zinc. Presently Brass Scrap is not specified in the tariff and classified under PCT code of copper waste and scrap @ 0%. A new PCT code 7404.0010 is being created @ 0% for Brass Scrap in the Tariff. Similarly, armoured cash carrying vehicles are being classified under PCT code 8710.0000 @ 20%, which covers tanks and other armoured vehicles. A new PCT code 8710.0010 is being created @ 20% in the Tariff for armoured cash carrying vehicles.

The tariff rationalisation for 2011-2012 further revealed that the raw materials, components and sub-components of 156 different industrial sectors are allowed concessions/exemptions from customs duty under SRO 565(1)/2006 dated June 5, 2006. In order to remove some errors of classifications and descriptions, rectifications are being made. Through Finance Bill (2011-2012), the FBR has introduced the following legal changes have been made in the Customs Act, 1969:

The section 15 of the Act deals with serious offences relating to import and export prohibitions. While section 32 deals only with misdeclarations. To remove arbitrage and eliminate the possibility of any miscarriage of justice, reference to section 32 is being deleted from section 15 of the Act.

In order to provide incentives to local manufacturers and suppliers of domestic goods against international tenders, section 21(c) is being amended to treat these supplies as exports. This would entitle goods supplied against international tenders to customs duty draw back (rebate). In order to remove superfluity in the specified ranks of designated officers in sections 22, 34 & 96 of the Customs Act 1969, the words 'or Deputy Collector", are being deleted.

The automation of customs operations and resultant decrease in physical controls has enhanced the importance of audit. The limitation period under section 32 of the Act is extended upto five years for taking cognisance of offences relating to short-paid duty and taxes in cases unearthed during audit.

In order to mitigate hardships of persons who have wrongfully deposited duty, the limitation period for refund under section 33 of the Act will be from the date of finalisation of the case (order/decision/judgement), Customs Budgetary measures for 2011-2012 added.
3.      17 percent sales tax cut to 16 percent; SED on all items abolished FED on 15 items withdrawn
The government has reduced standard rate of sales tax from 17 percent to 16 percent, abolished 2.5 percent special excise duty (SED) on all items and federal excise duty on 15 goods whereas 17 percent sales tax has been imposed on 21 goods from 2011-12.

The relief-oriented Finance Bill 2011-12 issued here on Friday envisages a number of tax measures for giving some cushion to the business and trade sectors. The reduction in sales tax rate from 17 percent to 16 percent would cause revenue loss of Rs 35 billion, and abolition of SED would be a source of revenue loss worth Rs 12 billion to the national kitty.

Finance Minister Abdul Hafiz Sheikh laid the Finance Bill 2011-2012 before the National Assembly here on Friday. The government has abolished regulatory duty (RD) on 397 goods except betel nut, cigarettes, luxury vehicles (1800 cc and above) and luxury tiles and bathroom fittings. Duty has also been reduced up to 5 percent on the pharmaceutical raw materials to provide relief to the common man.

FED has been abolished on services provided by property developers and promoters while there is reduction in FED from 12 percent to 6 percent on aerated beverages along with abolition of FED on white cement. The exemption regime is being rationalised with the objective to reduce its scope only to selected sectors.

The sales tax on sugar at import and local supply stage has been withdrawn and eight percent federal excise duty is being levied on aforesaid stages. The revision in the upward limit of duty slabs to enhance the burden of federal excise duty on locally produced cigarettes. The value-addition tax levied on commercial importers is being enhanced from 2 percent to 3 percent, which is levied and collected at import stage.

On the direct taxes side, the rate of tax deductible on cash withdrawals from banks is proposed to be reduced to 0.2 percent from current 0.3 percent, for bringing improvement in the liquidity position of eligible taxpayers.

For the welfare of individuals with low income, the basic exemption limit is proposed to be enhanced from Rs 300,000 to Rs 350,000. However, individual taxpayers whose normal income is between Rs 300,000 and Rs 350,000 shall be required to file return of income along with statement for the purposes of documentation.

The government has also announced a major incentive for encouraging companies' enlistment on stock exchanges. The present tax credit equal to 5 percent is proposed to be enhanced to 15 percent. The government has also announced a major tax relief for the new corporate industrial undertakings. To encourage enhanced equity financing, and to provide relief to new corporate industrial undertakings established on or after 1st July 2011, with 100 percent equity financing, a tax credit equal to 100 percent of tax payable is proposed. The existing companies may also take benefit under this arrangement if investment in BMR is financed through their 100 percent equity, on or after July 1, 2011.

Finance Bill (2011-2012) further said that in order to harmonise the existing tax credits available to individuals for investment in shares and for premium paid to insurance company, the maximum cumulative limit for both investments is fixed @ 15 percent of the taxable income, with maximum upper limit of investment up to Rs 500,000.

Under the new relief measures, tax relief is proposed to be provided to withdrawals exceeding Rs 500,000 from a Voluntary Pension Fund. In order to discourage the practice of arbitrage by banks for receiving 'dividends' from Asset Management Companies, the rate of tax on such return is proposed to be enhanced from 10 percent to 20 percent.

For encouraging investments made by non-residents in Government Securities, the withholding tax on profit on debt deductible @ 10 percent is proposed to be a final tax. This measure will relieve the non-residents from the statutory requirement of filing of return of income, and will boost national economy.

The withholding tax on profit on debt deductible @ 10 percent arising from investment in government securities by individual is also proposed to be a final tax. This measure will relieve such taxpayers from the statutory requirement of filing of return of income, and will also encourage domestic investments in government securities.

After imposition of capital gain tax on Modarba certificates and instruments of redeemable capital traded at stock exchange through Finance Act 2010, the 0.01percent CVT on such instruments is proposed to be withdrawn in order to encourage their trade.
3. Budget Highlights
New tax measures to fetch Rs 104 billion

--- Value-added tax on commercial importers raised to 3 percent from 2 percent

--- No tax on taxable income below Rs 350,000

--- Capital Gain Tax rate on shares stays at 10 percent for one more year

--- 10% final tax on non-residents investments in T-bills & PIBs

--- Same tax treatment for Voluntary Pension Schemes as in the case of approved superannuation fund

--- Banks allowed to carry over bad debts provisions for five years on advances to consumers and SMEs

--- Minimum tax on gross annual turnover in loss cases allowed to be carried forward from three years to five years

--- Cigarettes to become more expensive

--- Dividend received by a bank from its asset management company to be taxed @20 percent

--- FED on cigarette filter rods reduced to 20 percent ad valorem instead of one rupee per filter rod

--- 17pc Sales Tax on sugar reduced to 8pc in the shape of FED

--- 100 percent tax credit on investment in industrial undertaking and BMR with 100 percent equity, ie, without taking a debt

--- Tax credit for investment in shares and insurance up to Rs 500,000 or 15pc of persons taxable income if held for 36 months

--- Textile, leather, sports, surgical goods and carpet sectors fall under 5 percent GST regime on local sales

--- 15pc rise in government employees' salaries

--- Pensioners to get 15 to 20 raise.
5.      Government forgets to give effect to one percent reduction 70 items attracting higher ST rate
The government forgot to give effect of one percent reduction in sales tax on around 70 items/raw materials attracting higher rate of sales tax ie up to 22 percent applicable through notification 644(I)/2007.

Explaining the legal and procedural changes introduced in the sales tax regime through the Finance Bill (2011-12), a leading Karachi-based sales tax expert, Arshad Shehzad said the government has offered significant relief to the existing taxpayers' by reducing sales tax from 17 to 16 percent. The removal of special excise duty is a major breakthrough for them in particular. The accumulative relief on these accounts comes to around 18 percent, which eventually reduced the cost of production and may offset the inflationary pressure. However interestingly the government has forgotten to give effect of same one percent cut of sales tax rates on items/raw materials attract higher rate of sales tax.

The government has tried to equate the burden of indirect taxes on existing taxpayers from reduction in rates in general to offsetting the impact with exemptions granted to specific sector. However, the review of withdrawn exemption suggests that some deserved exemptions like diapers for adult (patient) were also hit in this exercise. He further commented that while reduction of 1% sales tax on standard rate of sales tax government has forgotten to extend same reduction on higher rate of sales tax applicable through notification 644(I)/2007 on certain raw material, he added.

Interpreting the Finance Bill, legal expert said that the input tax on fixed asset or capital goods has been proposed to exclude from the restriction of input tax adjustment of 90% in excess of output tax through insertion of new proviso under the Finance Bill (2011-2012).

Arshad Shehzad said that the section 8B contains a restrictive provision for adjustment of not more than 90% input tax, where the output is lesser than input tax during any tax period. However since already adjustment of fixed asset or capital goods is regularise by allowing adjustment in 12 equal instalments, its adjustment was excluded from the purview of section 8B of the Sales Tax Act.

He said that the new bill has proposed to insert a new sub section 3 in section 21. It seems that regulators has considered it necessary to strengthen legal substance in the Sales Tax Act, against un-lawful input tax adjustment on issuance of fake and flying by black listed registered person. The section earlier does not spell out the consequences of blacklisting/suspension of a registered person and reliance was purely made on Rule-12 of the Sales Tax Rules, 2006 for recovery of refunded amount/disallowance of claimed input tax credit on invoices issued by blacklisted units. Here it is important to mention the input tax adjustment against invoices of black listed person is one of the most disputed matter under the Sales Tax Act, and large number of cases are under litigation at different legal fora.

On the issue of sales tax return, he said that the bill has proposes provision of filing revised special return by inserting relevant section 27(a) & (b). Earlier the Sales Tax Act, was silent about filing revision of special sales tax return and in case of any omission or mistake there was not provision for legal backing for correction of bona fide mistake. However it seems that considering the genuine hardship in this account the regulator has propose insertion of this necessary provision under the law.

Arshad Shehzad further explained that the bill proposes to authorise inspector inland revenue as a designated officer under the Sales Tax Act, accordingly word inspector was also proposes to be added at sub section 3 and sub section 4 of this section to empower them to perform and exercise their powers under the instructions of the commissioner and the additional commissioner.

He said that the word CBR appearing with Directorate General, Intelligence and Investigation in section 30-A proposes to replace with word Inland Revenue. Apparently it seems that now the Separate Directorate General of Intelligence and Investigation Inland Revenue has been formed to work and cover the investigative affairs of Inland Revenue.

The bill has proposed to delegate powers for requisition of record and to carry out investigative audit under this section to Assistant Commissioner. Earlier these powers were rested with officer not below the rank of Deputy Commissioner. It's appears to be a mere administrative nature amendment.

About the Alternative dispute resolution, he said that the bill proposes to modify sub sec. 4(A) of Sec. 47, so that in case of any rectification of the order or decision of the ADRC, only be done by the Chairman FBR and a Member nominated by him.

He further said that it is proposed to suitably amend section 66 of the Sales Tax Act, 1990, to empower officer of Inland Revenue to reject such refund claims filed under section 66, where the incidence of the tax has been passed on to the final consumer. Under section 66, no refund of tax claimed to have been paid or over paid through inadvertence, error or misconstruction or refund on account of input adjustment not claimed within the relevant tax period, shall be allowed, unless the claim is made within one year of the date of payment. Here it is pertinent to mention that section 3-B of the Sales Tax Act, exclusive deal in such scenario as well.

He further explained that the Bill proposes to add explanation under sec. 74 pertaining to con-donation of time limit in delay for various actions by taxpayers or by the tax authorities. Earlier tax authorities were not provided under the law, hence Appellate authorities have interpreted that the power of the Board under this section is restricted to condoning delay on the part of the registered person only and the Federal Board of Revenue cannot condone the delay on the part of the department.

Vide sro.480(i)/2011 three SROs has been rescinded. SRO 1240(I)/2005 Dated: 16th December 2005:- This SRO relates to exemption from whole of Sales Tax leviable on Dump trucks for off-highway use on-highway dump trucks of 320HPand (PCT heading 8704.2290 and 8704.2390 and transit concrete Mixer, subject to certain conditions. SRO 542(I)/2006 Dated: 05th Jun 2006:

This SRO relates to exemption sales tax on certain locally manufactured/ Imported agricultural Machinery, Equipment and Implements. 275(I)/2008 Dated: 12th Mar 2008:- This SRO relates to exemption sales tax on Import and supply of CKD kits of single cylinder agriculture Diesel engines of 3 to 36 HP.

Through SRO.487(I)/2007, amendments has been made in Sales Tax Rules, 2006. The facility for revising the Sales Tax Return without approval of authorities has been withdrawn. Time limit given for submission of report by ADRC has been enhanced to ninety days from sixty days, Arshad Shehzad added.
6.      Exporters reject budget terming it anti-industry
Exporters have termed the federal budget 2011-12 as anti industry and government-friendly, which has noting for the country's ailing export-oriented industry. Commenting on the federal budget 2011-2012, Javaid Chonaye, chairman Pakistan Readymade Garments Manufacturers and Exporters Association, said that the announcement of the budget by Finance Minister Abdul Hafeez Sheikh was just a formality to fulfil the constitutional requirement.

"The opposition lodged noisy protest during budget session. When the government failed to satisfy the members of the National Assembly, then how it can be industry and trade-friendly," he opined. "We believe the government will announce several mini budgets during the whole year to meet its targets and these mini budgets will have more taxes," Javaid said.

Shabbir Ahmed, Chairman Pakistan Bed Wear Exporters Association, said that there was no incentive and relief for the country's ailing trade and industry. "The budget is like a sugar-coated poison which will definitely create more difficulties for the industry and exporters. The exports are expected to decline owing to massive decline in cotton's prices, but there is no announcement for the country's largest sector," he added.

Commenting on the budget, Muhsin Ayub Mirza, former chairman Pakistan Readymade Garments Manufacturers and Exporters Association, criticised the government for its flawed policies. He said that the tax-to-GDP ratio of the country was still nine per cent, which should have been doubled. "Every body should be brought under the tax net at any cost, otherwise the government will face heavy fiscal deficit, which will compel it to more borrowing from local and foreign financial institutions," he added.

Javaid Bilwani, Chairman Pakistan Hosiery Manufacturers and Exporters Association, also criticised the budget and said that for the first time in the history of the country, the ministers' budget speech concluded with 20 mints. He said at present the country was facing severer energy crisis and no concrete measures were announced to overcome the crisis.
7.      Import of plants, machinery Dr Baig criticises continuity of Sales Tax
Federal Textile Advisor and a leading businessman Dr Mirza Ikhtiar Baig has criticised the government for continuity of sales tax on import of plants and machinery, fearing a hurdle in further investment in the country. He was talking to Business Recorder after the budget speech of Federal Finance Minister Dr Abdul Hafeez Sheikh on Friday evening.

Dr Baig said the government was committed to remove sales tax on import of plants and machinery but it has abstained from it in the budget. He said the business community would take it up with the government and would pursue the government on its removal in post-budget meetings.

Dr Baig, however, appreciated the government for reducing sales tax to 16 percent from 17 percent as well as removing Federal Excise Duty on a few items. Similarly, he said, 15 percent increase in government employees' salaries would enable them to confront inflationary pressure. Further, he said, increase in income tax limit to Rs 350,000 from existing Rs 300,000 annual income would also facilitate the salaried class not drawing attractive salaries in private sector.

Reduction in subsidy on electricity was another area winning approval of the Federal Textile Advisor, as according to him, it would push the public sector entities like Wapda, Pakistan Railways and Steel Mills to stand on their own feet. According to him, the budget would have a positive impact on economy ahead, leading to economic sovereignty of the country.
8.      Energy availability, single digit mark-up $20 billion textile exports seen in 2011-12 Aptma chief
Chairman All Pakistan Textile Mills Association (APTMA) Gohar Ejaz foresees $20 billion textile exports provided the government ensures energy and single digit mark up rate during 2011-12. He was commenting on Federal budget 2011-12 right after the budget speech of Federal Finance Minister Dr Abdul Hafeez Sheikh on Friday evening.

He appreciated the government for focusing on brining more people to the tax net, while maintaining status quo on tax structure. According to him, the tax to GDP ratio of 9 percent is worrisome and there is an urgent need of a better enforcement mechanism. He added that more focus on tax collection is the best solution.

He also expressed his satisfaction over government's focus on Public Sector Development Programme (PSDP), allocating Rs 730 billion with Rs 60 billion for energy projects, and pointed out that more allocations are needed to meet existing energy shortfall in the country. He said the textile industry was running its operations with 43 percent curtailment both on electricity and gas supplies and the government should exempt industry from loadshedding on both ends. He urged the policymakers to sit down with textile industry to chalk out energy policy for the industry ahead.

Gohar said the textile industry has registered 40 percent growth during outgoing fiscal year, adding $4 billion to exports comparing with last fiscal. It may be noted that the textile exports have reached to $14 billion during 2010-11 against $10 billion during 2009-10. He said the textile industry has also benefited cotton farmers with the availability of free market mechanism in the country and a total of Rs 900 billion is being injected to the cotton economy during last three years.

On single digit mark up rate, Gohar expressed the hope that the bank mark up should come down to 9 percent next year once the government overcomes inflation in the country. He said the textile industry was expecting a single digit mark up by meeting budget deficit through tax collection instead of borrowing from the banks. He said a reduction in mark up would provide a fiscal space of Rs 300 billion for the government. Not only this, he added, the investments would return to country, which is impossible on existing mark up of 14 percent. It would also be helpful in increasing jobs in the country.
9.      Written-off loans case SBP submits new circular in Supreme Court
The State Bank of Pakistan (SBP) on Friday submitted a new circular in the apex court, asking the banks/DFIs to submit entire record of loan transactions ie, written off, remitted, reversed and/or waived off loans/ advances/ finances of Rs 2.5 million and above from 1971 to 1991 whereas Rs 25 million and above from 1992 onward.

All the details would be submitted to the commission, which has been formed by the Supreme Court on March 14, 2011, being headed by former supreme court judge, justice Jamshed Ali.

Advocate on the Record, Raja Ghafoor, submitted the circular on behalf of SBP to a three-member bench comprising Chief Justice Iftikhar Muhammad Chaudhry, Justice Muhammad Sair Ali and Justice Ghulam Rabbani in the pursuance of a suo motu case pertaining to Rs 256 billion written-off loans by commercial banks from 1971 to 2009. Further hearing of the case was adjourned, as court time was over.
Written-off loans BanksDFIs told to submit records to Commission
The State Bank of Pakistan (SBP) on Friday directed all banks and development finance institutions (DFIs) to immediately submit the entire record of all written-off, remitted, reversed, and/or waived off loans/advances/finances of Rs 2.5 million and above for the period from 1971 to 1991, and of Rs 25 million and above from 1992 onward, to the Commission constituted by the Supreme Court of Pakistan in suo motu case No 26 of 2007 for its examination and consideration as to whether they were allowed without validity and justification, or because of political reasons, or considerations other than law or bona fide business considerations.

The SBP has also directed the banks/DFIs to ensure compliance of the above instructions and provide any and all assistance and co-operation in the work of the Commission and comply with any general or special instructions of the Commission, according to BPRD Circular No 08 of June 3, 2011. These instructions/directives have been issued by the State Bank on the advice of Supreme Court of Pakistan to the Presidents/Chief Executives of all banks/DFIs.

