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1.      Electricity-Tariff-Raised-By-Up-To-27-Paisa
2.      President-Calls-For-Charter-Of-Economy
ISLAMABAD, May 6: Saying the country needs a `charter of economy` on the lines of `charter of democracy` to steer the nation out of the economic crisis, President Asif Ali Zardari asked the business community, entrepreneurs and political parties on Friday to join hands in meeting economic challenges being faced by the country. 
Talking to representatives of foreign exchange companies, the president hailed the initiative recently undertaken by the Pakistan Economic Forum for bringing together political parties and business houses on its platform for evolving a collective approach to resolve the country`s economic problems.

He said that Pakistan People`s Party would participate along with other political parties in deliberations on economic issues.

President Zardari recalled his address to parliament in which he had called upon the business community to support economic policies, regardless of which government gave the policy. He urged the foreign exchange companies to play their role in rendering support for `charter of economy`.

The president asked them to take steps for encouraging overseas Pakistanis to avail of the government`s incentive package to send home remittances through legal channels to maximise capital inflow.

By giving incentives to Pakistanis living abroad, foreign remittances which were $6.4 billion in 2007 rose significantly and were set to cross the $11 billion mark this year, he said, adding that the country`s foreign exchange reserves had reached a record $17.5 billion.

Mr Zardari said the country was faced with difficult economic situation and reiterated resolve of the government to pursue economic reforms and overcome critical economic challenges. He said it was a collective responsibility of all to work together and join hands to achieve this goal.

The delegation informed the president about various issues relating to their businesses and assured him of their support to the government`s initiative of curbing illegal flows of remittances.

3.      Conversion-Rates
The following are May 7, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.
US dollar             Rs   84.7000
Japanese yen    Rs     1.0540
Pound sterling    Rs 138.7979
Euro    Rs 123.1962

LIBOR
The following is Libor rate for calculating interest on special US dollar bonds for May  6.

Libor
For 6 months    0.42%
4.      350-Polluting-Units-In-Site-Lose-Licences
KARACHI, May 6: The Sindh Industrial Trading Estate (SITE) has cancelled licence agreements of 350 industrial units and initiated the process of cancelling their lease for violating environment protection rules, it emerged on Friday. 
The institution has asked the finance department to allocate between five and six million rupees to file lease cancellation cases in the Sindh High Court.

Earlier, notices were issued to these units — mostly involved in textile bleaching and dyeing — asking them to set up treatment plants on their premises within a month as required under the rules framed by the Sindh Environment Protection Agency (Sepa) and ensure treatment of the effluent before releasing it into the sewerage.

Industry Secretary Zamir Ahmed Khan told Dawn that the action had been taken against the units for dumping untreated effluent outside their factories in violation of the prescribed environmental protection laws.

According to him, the action is also in line with a Supreme Court verdict directing the additional attorney-general to hold regular meetings with various provincial departments as well as industrialists to solve the problem of environmental pollution in SITE and other industrial areas of the province.

SITE managing-director Rashid Solangi told Dawn that originally similar notices were issued to about 2,600 units functioning in the estate. Later, a committee of environmental engineers was formed to identify the units violating environmental laws.

The committee collected samples of liquid industrial waste from 350 units, mostly textile bleaching and dyeing units, and the samples were sent to Bahria University for testing, he said, adding that the test reports confirmed that the units did not meet the national environmental quality standards prescribed for the treatment of industrial effluent.

Acting upon the test reports, SITE cancelled the licence agreements of 350 units to stop them from continuing with their activities on the government-allotted lands.

Earlier, responding to the notices, owners of the 350 units denied that they were dumping their toxic waste outside their units or violating any environmental laws.

Meanwhile, the Site Association of Industry, which represents industrial units in the estate, said that the responsibility of setting up a combined effluent treatment plant (CETP) rested with the government, specifically the Karachi Water and Sewerage Board or municipal bodies. The association believed that it was impossible for each factory to have a treatment plant on its premises, measuring about 2,000 square yards.

Senior vice-chairman of the association Asad Nisar Barkhurdaria told Dawn that besides denying any violation of environmental rules in response to the notice, the industrialists had moved the court against the cancellation of their lease by SITE.

He said that cancellation of lease could seriously harm the process of industrialisation, which provided jobs to thousands of workers.

Meanwhile, the additional attorney-general held a meeting with senior provincial officials in the Sindh secretariat on April 27 and reviewed the progress of the implementation of the Supreme Court verdict.

The AAG also directed the Sindh government to expedite funding for setting up of four CETPs planned for industrial estates in Karachi and Hyderabad at a cost of Rs7 billion in line with the decision of PDWP.

The meeting also discussed land issues with officials of the Sindh Board of Revenue, and directed them to take measures for the removal of encroachment, if any, on the lands reserved for the treatment plants.

The AAG asked the managing director of SITE for details of action taken under the law in respect of the factories violating environmental laws.

The meeting reviewed the work of different municipal towns to ensure daily lifting of garbage from industrial as well residential areas.

THE NEWS
1. Two percent surcharge on every electricity unit
2. ISLAMABAD: The government on Friday imposed two percent surcharge (Rs0.18-0.30) on every unit of electricity with immediate effect for six months, increasing the economic miseries of 180 million inflation-stricken masses, with the exception of lifeline consumers (consuming 1-50 units per month) who are exempt from the hike. 
“The surcharge will be applicable for a period of half a year, with immediate effect,” Zarghun Ishak, Joint Secretary (Power), told The News, confirming the issuance of a notification for the imposition of two percent surcharge on every unit of electricity. “The hike will help the government reap an additional revenue of Rs1.1 billion per month.” 
Ishak said the existing average tariff was Rs7.60 per unit while the tariff determined by Nepra stands at Rs9.57 per unit. Pakistani authorities are holding talks with the IMF in Dubai for a fifth review and to discuss the release of the six tranche of $11.3 billion. In the run-up to the talks, Pakistani authorities say they had no option but to increase the power tariff by two percent every month till June 2011. The government has provided power tariff subsidies of up to Rs138 billion in the ongoing financial year. 
Pakistan is hungry for a comfort letter from the IMF permitting the World Bank and ADB to extend budgetary support for the government, which is in deep trouble in terms of making the budget 2011-12, especially in the face of foreign inflows that have alarmingly plummeted. The condition for granting the comfort letter is that the government come up with solid pledges to enforce the RGST and income tax on agricultural income in the next budget. Officials say another condition for getting the comfort letter is raising the power tariff by two percent every month. 
Currently, inflation stands at 14 percent and ever-increasing hikes are deepening the misery of a population still reeling from the burden of the latest hike in the price of petroleum products, from 1.8 to 11.8 percent, from May 1, 2011.
The PPP government has so far increased the power tariff by 90 percent. At the same time, it has failed to reduce the line losses and theft that stands at 28 percent and massive leakage of furnace oil used for thermal generation valuing $300 million per year. Experts say if this leakage of electricity and furnace oil is plugged, the government will not need to raise the power tariff. 
Additionally, the World Bank and ADB do not exert the required pressure on the government to improve the efficiency of the electric power generation companies (GenCos) and electric power distribution companies (Discos) and do not ask power sector bosses not to pass on the impact of inefficiency in the power sector to end consumers in the shape of tariff increases. 
Under the current power determination formula, the government also charges consumers for technical and administrative losses in the transmission and distribution system.
The tariff differential has come down to Rs139 bn from Rs256 bn (21% to 18.3%) but there is still a lot of room to increase the power tariff till June 2011 to wipe out the existing 18.3 percent tariff differential. 
The latest decision will be applicable to all categories of power consumers across the country, including the consumers of Karachi Electricity Supply Company. Lifeline consumers (consuming 1-50 units per month) will be exempted from the hike. 
For consumers who use over 300 units per month, the two percent surcharge will be levied on every unit of electricity. Likewise, for all categories of commercial, agriculture and industrial consumers, two percent surcharge will be imposed on every unit of electricity since their notified tariff and determined tariff have already been equalised. 
For domestic consumers who use 1-100 and 100-300 units per month, there will be a two percent raise in the existing tariff to equalise the 40 percent gap between the notified and determined tariffs of these consumers. Lifeline consumers (consuming 1-50 units per month) are exempted from the hike.

3. Major changes planned in budget
ISLAMABAD: The Economic Coordination Committee (ECC) is set to take an unprecedented decision on Tuesday to make changes to the economic structure of Pakistan in the next budget, focusing on reduction of duties on motorcars and motorcycles, reducing all import duties to 10 percent, removal of import-export licensing clause and abolishing ban on second-hand goods’ import.
This decision for changes in the next federal budget is being taken by the federal cabinet under a 72-page Planning Commission report (Garry Pursell Report, as known to budget-making circles in Islamabad), which recommends the following in the main: All motorcars and motorcycles should be allowed import at the minimum tariff; ban on import of all second-hand goods should be reviewed; import licensing should be stopped, and this requirement should not control import and export; all importers, including individuals without licence, trade and industry, should be paying the same import duty, on all items, including luxury goods; abolish the present regulatory duties; anti-dumping laws should be reviewed with specific aim to focus on the consumer-interest clauses.
Prepared by three experts, Garry Pursell, Ashraf Khan, and Saad Gulzar for the International Growth Centre Lahore, this report is entitled Pakistan’s Trade Policies: Future Directions, received by the federal government on March 26, 2011 (copy available with The News).
It says on Page-8: “In the interest of economic efficiency and taking into account political and administrative feasibility, tariffs should be as uniform as possible and as low as possible. The government’s policy to offer exporters the duty drawback facility (for the past 35 years) under duty and tax remission (DTRE) is failing, as “exporters have to compete on world markets with no protection i.e. with approximately zero nominal and effective protection, and DTRE could be operated with low or zero transaction costs for exporters, unless explicit export subsidies are paid”. The present policy, the report says on the same page, is being misused, as ‘many exports are typically sold as intermediate inputs to processors who use them for production sold on the domestic market’.
The Planning Commission placed order for preparing this report way before the Tax Administration Reform Project (TARP) of the Federal Board of Revenue was issued, requesting the country’s businesses for proposals in February 2011, revealing the intent of the budget planners to go for the drastic cut on tariffs and for doing away with the exporters’ facilities by transcending whatever feedback comes from the local industry and trade bodies, whose most important part are the exporters of Pakistan.
The Garry Pursel formula demands in the main the following: “All international trade related restrictions and conditions should be done away with. Even the quality, safety, health, sanitary, security, environment and other barriers permitted under the WTO Final Act should be removed”.
Maximum tariffs should be reduced to minimum levels while doing away with the concept of import duties cascading essential for every country to secure its economy and social, security and other interests. This demand has been made despite the fact that a review of international practices and its comparison with Pakistan’s policies has never been conducted. No study of the value chain in imports has been made while proposing this swing. It ignores the unique features of the Pakistani macroeconomic structure. The authors of the report themselves say: “The potential scope of the topics assigned is very large and it is obviously not possible for our small group to provide detailed studies of all these topics in short time (about three months) available to do the work. Our assessments are preliminary and incomplete. It is also highly likely that our report contains factual errors and misinterpretations of various situations and rules, especially Customs rules”.
The technical recommendations are as follows: textile and clothing import duties should be brought down to 10 percent; all export taxes should be reviewed; non-Tariff measures, including import licensing will not be used to control import and export; specific duties will not be used; import tariffs should be low and uniform; the government will bring down maximum tariff rates to 10 percent ad valorem; uniformity means that tariffs should be the same for all importers, including trade importers; abolish the present Regulatory Duties; initiate the tariff reduction process for bringing the import duties to maximum 10 percent forthwith; all concessionary tariffs should be available to all importers especially trader-importers; the Engineering Development Board and line ministries issuing licences should stop this practice; all motorcars and motorcycles should be allowed import at the minimum tariff rates.

3.      Alternative energy a must to get rid of loadshedding’
Kasrachi  (may 07, 2011) : the draft of new 'alternative energy policy' has been sent to the government for consideration and approval, said the director of alternative energy development board (aedb), imran ahmed in a meeting with business community on friday evening.

giving a presentation on alternative energy development at a meeting of pubic sector utilities, power and gas sub-committee of karachi chamber of commerce and industry (kcci), he said that the new policy was scheduled to be announced in january 2011 but it was delayed due to various reasons. he expressed hope that the government would soon give assent and the new policy would be announced soon. first policy was announced in 2005, he added.

referring to the ongoing projects of alternation energy in the country, he said that all were set to achieve the financial close of 49.5 mw wind power project of fauji fertiliser company within the next week. the financial close of three other projects of 200 mw of wind power is expected within this year.

he said that 5 investors have shown interest in 103 mw solar energy projects in the country. he said that the wind map, developed by national renewable energy laboratory (nrel), usa, in collaboration with usaid, has indicated a potential of 346,000 mw in pakistan.

imran said that gharo-keti bandar wind corridor, spread over 60 km along the coastline of sind and more than 170 km deep towards the land alone has a potential of approximately 50,000 mw. he said that there are around one million agriculture tube-wells presently in operation and approximately 30 percent are electric-operated with the installed capacity of 2500 mw and consume approximately 15-20 percent of total energy delivered by the national grid.

the government is heavily subsidising electric tariff for agriculture tube-wells in many areas, putting additional burden on national exchequer on the one hand and inducing inefficiencies in water and energy usage on the other. agriculture sector, having groundwater as the irrigation source, is worst hit by present energy crisis as the availability of grid electricity in remote areas is around six hours per day on an average.

replacing/supplementing existing source of power for driving tube wells with renewable energy resources (solar and wind) can be a viable option. sun is available for 300 days a year with 6-8 hours effective time in most parts of pakistan. similarly, considerable potential of wind energy is also identified in isolated corridors.

both solar photo-voltaic and wind technologies can be used for this application. solar photovoltaic panels can generate enough electricity to pump water from depth of 350 ft, 700 ft. chairman of the sub committee, dr qazi ahmed kamal said that pakistan has 1.1 million tube wells using 3000 mw." converting them to alternative energy will provide us a relief of 3000 mw."
4. FBR to roll out new software today
5. KARACHI: The Federal Board of Revenue (FBR) has decided to roll out a new online consignment clearance software on Saturday (today). 
This was disclosed by Customs authorities at a meeting with members of Federation of Pakistan Chambers of Commerce and Industry (FPCCI) on Thursday. Ibrahim Vighio, Collector Customs (Exports), said that the online software, WEBOC, would start functioning at Port Qasim on May 7. 
He said that the new software would be user friendly and eliminate complaints regarding clearance of export consignments. “We are trying to facilitate exports so that our foreign earnings further increase,” he added. 
The FPCCI members welcomed the Pakistan Customs efforts. The FPCCI members talked about the problems pertaining to port entrance and urged the collector customs to exempt prominent exporters from checking of Drug Enforcement Cell (DEC) and Anti Narcotic Force (ANF) on production of affidavit on a judicial stamp paper. 
6. Bangladesh raises fuel prices to cut subsidy
DHAKA: Bangladesh raised fuel prices effective on Friday, the first hike in nearly three years, to ease the state firm’s subsidy burden, a move that will add to already high inflation.
The government has tried to soften the impact of a global surge in food and energy prices by keeping domestic prices of fuel and food staples below international levels. Nearly 40 percent of Bangladeshis live on less than $1.25 a day.
Bangladesh’s annual inflation accelerated to 10.49 percent in March, the highest since July 2008, propelled by food prices, and the rise in fuel prices is likely to increase that further.The fuel price increase would give the opposition, which has already been using the food issue to fire up its anti-government campaign, another chance to push for a mid-term election.
Bangladesh also grapples with swelling trade deficits driven by increasingly costly food and oil imports.The government made the decision as losses by the state oil firm mounted on the back of rally in global oil prices, officials said.
Petrol, octane, diesel, kerosene and furnace oil will now sell at 2 taka higher a litre.The price of a litre of petrol has been fixed at 76 taka (104 US cents) a litre, octane at 79 taka, diesel and kerosene at 46 and furnace oil at 42 taka.
Bangladesh Petroleum Corporation, the country’s sole oil importer and distributor, is currently paying 33.44 taka a litre as a subsidy for diesel, 32.49 taka for kerosene, 8.20 taka for octane and 12.96 taka for furnace oil. The latest fuel price hike would allow the company to trim its losses only marginally, energy officials said.
The energy subsidy bill is likely to double to 80 billion taka ($1.1 billion) in the current fiscal year through June, and would go up further to 150 billion in the coming fiscal year, driven by a slew of diesel and furnace oil fired power plants coming online to meet a severe electricity shortage. 
Brent crude, which had surged by a third this year largely on fears over Middle East unrests, fell on Thursday and Friday as part of a broad sell-off in commodities. Bangladesh needs to import 3.5-4.0 million tonnes of oil annually against demand of 4.2-4.3 million tonnes. Energy officials expect oil imports to rise significantly in the coming years due to growing demand. 
6.      Traders move against shipping companies
KARACHI: Pakistan Chemicals and Dyes Merchants Association (PCDMA) and Pakistan Yarn Merchants Association (PYMA) have moved two identical petitions in Sindh High Court, seeking help against the alleged three-fold increase in terminal handling charges by shipping companies. According to PCDMA, these petitions, filed by Advocate Qazi Abdul Majid on behalf of the two associations, have pointed out that shipping companies were not authorised to take terminal handling charges as the same were being collected by terminal operators. The petitioners further stated that shipping companies impose unnecessary charges whenever they want. The petitions urge the court to direct the government to constitute a body to monitor the alleged profiteering of shipping companies. 
7. Education City to be built on 8,921 acres’
Karachi
The Sindh government has earmarked an area of 8,921 acres for establishing an Education City. The core elements of the project are local educational and health institutions that will provide solution to Pakistan’s challenge of higher education and will bring investment in the sector, said Adviser to Chief Minister on Investments Muhammad Zubair Motiwala at a high level meeting on Friday.
He said that the project would be managed by an independent authority, which would oversee the overall management and development of the Education City. In this regard, the process of release of funds and establishment of regulatory framework is underway. The steps to secure the land first by conducting topographic survey and subsequently by erecting a boundary wall, elevated towers are part of the first phase. The finance department has already been requested for the release of funds.
Motiwala was also informed that the Sindh government had planned to build an IT Media City in the Education City over an area of 200 acres with an estimated cost of Rs50 billion. The completion of the city will provide jobs to 300,000 people.
DG Sindh Board of Investment Mohammad Younus Dagha informed the meeting that power supply and distribution, roads, water supply, security, hospitals, allied infrastructure and state-of-the-art facilities already existed and work in this regard is in progress. He said that completion of the project would enable the country to save over one billion dollars in foreign exchange per annum. 
B RECORDER
1. Power tariff raised by two percent per unit
ISLAMABAD  (May 07, 2011) : The federal government has increased power tariff by 2 percent per unit across the board aimed at minimising the gap between the cost and delivery to the end consumers. This raise has been notified at a time when the country is facing the worst ever load shedding especially in villages.

Analysts argue that the timing of the tariff raise - just before the departure of Pakistan's economic team for Dubai for talks with the International Monetary Fund (IMF) scheduled to start on 11 May - is significant. According to the notification, domestic consumers who are using 100 units a month will have to bear the brunt of additional 8 paisa per unit.

However, electricity tariff for those consuming 100-300 units has been raised by 13 paisa per unit, by 21 paisa for those who consume up to 700 units and 27 paisa for those who use more than 700 units in a month. Consumers using 11 kilowatts temporary supply will pay 21 paisa per unit more than the existing tariff.

Reports suggest that the current increase will be effective from April 15, 2011, but an official of the Ministry of Water and Power said that the increase will be effective from the date of notification which is May 6, 2011. The current increase in tariff will be followed by another two percent hike in June this year.

The government had earmarked Rs 84 billion in the federal budget 2010-11, of which Rs 10 billion was for the Federally Administrated Tribal Areas (Fata), Rs 30 billion for tariff differential, Rs 4 billion as General Sales Tax (GST) refund and Rs 40 billion for interest payment on Term Finance Certificates (TFCs) issued by the Power Holding Company Limited (PHCL). Last year, initially Pepco had projected Rs 265 billion shortfall which was reduced to Rs 239 billion.
2.      FBR wants cut in corporate income tax rate for listed companies
ISLAMABAD  (May 07, 2011) : The Federal Board of Revenue (FBR) has proposed reduction in the upcoming budget for 2011-12, in corporate income tax rate for public listed companies from 35 percent to 32.5 percent and for private limited companies from 35 percent to 34 percent.

Sources told Business Recorder here on Friday that the FBR has chalked out a tax rationalisation plan for the entire corporate sector. Tax authorities want to reduce the income tax rate for public listed companies from 35 percent to 32.5 percent, which would further be reduced to 30 percent in two years. Similarly, the corporate tax rate for private limited companies would also be gradually reduced in the next two years.

The FBR has further proposed to enhance tax rate for the Association of Persons (AoPs) from present 25 percent to 30 percent in two years' period. In the next three years, the FBR has proposed to enhance the tax rate on banking and insurance companies from present 35 percent to 45 percent. In the first phase, the FBR has proposed increase in the tax rate of banking and issuance companies from present 35 percent to 37.5-38 percent. The rate, it is proposed to be gradually enhanced up to 45 percent in the next three years.

The FBR has further proposed to increase the tax rate for salaried individuals from present 20 percent to 22.5 percent in the 2011-12 budget. In the next phase, the tax rate has been proposed to be increased from 22.5 percent to 25 percent in two years.

In the last Chief Commissioner's conference, the FBR Chairman had agreed with a proposal of a Chief Commissioner that the tax rate on the corporate sector is too high which should be brought down from existing 35 percent to 32 percent. FBR Chairman had reportedly agreed with the proposal of Chief Commissioner during the conference, sources added.

According to sources, the Revenue Advisory Council (RAC) has strongly opposed any change in the tax rate for the corporate sector. In the current economic situation, there is no justification for increasing tax rates for banking and insurance companies. The present economy is not in a position to increase the tax rate for AoPs from 25 percent to 30 percent in the next budget. Similarly, the RAC has also not favoured any proposal to increase the tax rates for the salaried persons.

The RAC has recommended to the FBR that the existing tax structure on the corporate tax rate should not be disturbed during the budget for 2011-12. When contacted, a tax expert opined that the rationale behind the increase in tax rate from 25 percent to 30 percent for AoPs may be based on the assumption to encourage documentation. The increase in the tax rate for AoPs from 25 percent to 30 percent would force the AoPs to convert themselves into companies. This would make it mandatory for them to maintain the books of accounts and other documentation required under the Companies Ordinance, the expert added.
3.      Imposition of RGST or withdrawal of exemptions FBR asks MNAs to choose
ISLAMABAD  (May 07, 2011) : The government on Friday put up two options before the parliamentarians and contended that either 'reformed general sales tax' (RGST) would be imposed or exemptions/zero rating would be withdrawn to achieve the revenue target for the next fiscal year.

A detailed presentation was given to the National Assembly Standing Committee on Finance at Ministry of Finance by the Chairman of Federal Board of Revenue (FBR) on revenue target for next year, and available options, with or without RGST, for what is largely believed an ambitious revenue target of over Rs 1950 billion for the next fiscal year.

The meeting was informed that gross asset tax (GAT) would replace the 1 percent turnover tax in the next year's budget. The implementation of RGST would enable the tax collection authorities to achieve Rs 1950 billion revenue target, including Rs 254 billion or 16 percent growth over Rs 1588 billion revised target for the current fiscal year, Rs 72 billion from 0.35 percent of the GDP on account of RGST and Rs 36 billion through administrative measures.

In case of non-implementation of RGST, the revenue target for the next fiscal year would be Rs 1968 billion, because of removal of exemption/zero rating of Rs 90 billion against Rs 72 billion for RGST. This would also include Rs 254 billion, 16 percent growth in target over revised target of previous and recovery of Rs 36 billion through administrative measures. Total size of the GDP would increase from current Rs 17,403 billion to Rs 20,638 billion next fiscal year and so would tax-to-GDP ratio from current 9.1 percent to 9.5 percent. The Chairman of FBR, Salman Siddique, told the committee that existing taxpayers would be facilitated and enforcement measures would be adopted against evaders and short filers. The tax authorities plan to broaden the tax base through data cross matching and would launch an aggressive campaign for recovery of stuck up arrears. The members of the committee reportedly expressed serious concern on Rs 131 billion stuck up arrears, including Rs 83 billion income tax, Rs 38 billion sales tax and Rs 10 billion customs duty. The total tax gap was 79 percent with 74 percent direct tax gap and 26 percent indirect tax gap.

The FBR reportedly told the meeting that it had detected irregularities worth Rs 25.9 billion of illegal input tax adjustment worth Rs 7.9 billion in more than 4000 cases and Rs 7 billion in LTU Karachi and Rs 11 billion in LTU Lahore. The committee was informed that till March 31, 2011, the FBR had collected 1.020 trillion taxes and collection in the month of April stood at Rs 127 billion. The FBR projected that in May 2011 some Rs 172 billion collection is expected that includes Rs 69 billion direct taxes, Rs 70 billion sales taxes, Rs 15 billion federal excise duties and Rs 18 billion customs duties. The final collection in April 2011 is expected at Rs 131 billion against the provisional collection of Rs 127 billion by April 30.

This amount doesn't include Rs 7.6 billion sales tax dues to be recovered from PSO in on-going fiscal year. The targeted collection in the month of June 2011 has been projected at Rs 265 billion including Rs 140 billion direct taxes, Rs 90 billion sales tax, Rs 15 billion federal excise duty and Rs 20 billion customs expected in June. In case the FBR is able to ensure the Rs 437 billion collection as per projections in the last two months of the ongoing fiscal year 2010-11, the FBR would be able to reach a final mark of Rs 1.584 trillion by June 30, 2011.

The NA committee, presided over by the its chairperson Fauzia Wahab, was attended by Secretary Finance Dr Waqar Masood, Chairman FBR, and Member Inland Revenue Khawar Khursheed Butt presented FBR's recent/ past performance and future vision. Other committee members were also present.
4.      Islamabad set to gain from EU trade plan
BRUSSELS  (May 07, 2011) : The European Union's trade chief has proposed opening the EU to more imports from developing countries, fuelling a debate about protectionism and the bloc's ties with trade partners such as Pakistan.

Trade Commissioner Karel De Gucht's office has proposed that the threshold for imports under the EU's Generalised System of Preferences (GSP) be increased, leading several EU commissioners to raise strong objections, citing potential harm to Europe's textile and biofuels industries, among other issues.

De Gucht's proposals, which are due to be formally presented on Tuesday, would grant preferential trade terms to poorer countries whose exports to the EU make up 2 percent of total EU imports, raising the limit from 1 percent currently. That would allow both Pakistan and Ukraine, whose exports are more than 1 percent of total EU imports, to take advantage of the EU's most preferential trade status. Pakistan is a major producer of textiles and both are producers of ethanol.

In a document seen by Reuters, senior representatives for 10 of the 27 members of the Commission opposed the plan, saying it could unfairly benefit Pakistan and Ukraine, while harming textile and other industries in Portugal and elsewhere. "Three key points remain unresolved that have given rise to objections" on a reform to GSP, said the document, which was prepared after a Commission meeting on Thursday. Senior officials responsible for agriculture, internal market and industry policy warned that Pakistan and Ukraine's booming exports would hurt EU producers, the document showed.

They demanded a rewrite of the draft to allow Europe to shut its markets in the event of specific import surges. One official questioned the political signal the EU would be sending in granting Pakistan GSP Plus status, particularly in light of "current events", a reference to allegations that elements in Pakistan may have helped shelter Osama bin Laden.

De Gucht's plan is the first step in an EU reform of trade preferences that will address the soaring growth in exports from countries whose economies are technically still "developing". The reform needs approval from EU governments and the European Parliament, a process expected to take until late 2013.

The strong disagreement prompted by his plans suggests the EU has a long way to go to resolve internal differences over policy before it even tries to improve its external relations. An earlier attempt to lift the GSP threshold from 1 percent to 1.5 percent already failed, and a separate effort by the EU to improve trade terms for Pakistan following its flood disaster last year is now bogged down in dispute at the WTO. De Gucht's latest plan would also extend Indian textile exporters' access to a preferential tariff regime that they have almost outgrown under current rules, according to trade sources.
5.      Gas consumers proposal to impose five percent WHT
ISLAMABAD  (May 07, 2011) : The Federal Board of Revenue (FBR) is reviewing a budget proposal to impose 5 percent withholding tax on commercial and industrial consumers of natural gas and enhance it on electricity consumed by these units in budget for 2011-12. Sources told Business Recorder here on Friday that the proposal is to impose 5 percent withholding tax on the natural gas consumed by commercial and industrial units.

However, there may be a maximum cap of Rs 25,000 per month as tax and any amount exceeding Rs 25,000 should not be paid by the industrial and commercial units. In case the Ministry of Finance considers this budget proposal, it would be an attractive revenue generation measure in 2011-12.

According to sources, the FBR is also considering a proposal to enhance withholding tax on power consumed by commercial and industrial consumers in the upcoming budget. The tax payment would be made adjustable and industrial/commercial consumers would be liable to file their income tax returns.

At present, the industrial consumers are paying reduced rate of 5 percent withholding tax on monthly electricity bill exceeding Rs 20,000 from July 1, 2010. In order to rationalise the advance tax regime on electricity bills, the Finance Act 2010 had brought in few amendments in Division-IV of Part-IV of First Schedule to the Income Tax Ordinance 2001.

In case of the minimum tax rate slab where the monthly electricity bill does not exceed Rs 400, no advance tax under section 235 is deductible. Prior to budget 2011-12, advance tax on monthly electricity bills not exceeding Rs 400 was chargeable @ Rs 60. In case of the maximum tax rate slab where the monthly electricity bill exceeds Rs 20,000 advance tax under section 235 is deductible at a reduced rate of 5% only in case of industrial consumers. However, in the case of commercial consumers the advance tax shall continue to be deductible at the rate of 10 percent. These amendments in the rates of advance tax under section 235 and as provided in Division-IV of Part-IV of First Schedule to the Income Tax Ordinance 2001 were made effective from July 1, 2010.
6.      Levy of 'GAT' on properties FBR informs RAC of legal hitch
ISLAMABAD  (May 07, 2011) : The Federal Board of Revenue (FBR) has informed the Revenue Advisory Council (RAC) that the imposition of the Gross Asset Tax (GAT) on the immovable property would not be legally possible after the 18thAmendment. Sources told Business Recorder here on Friday that the issue of the imposition of the 'GAT' on all kinds of properties was discussed threadbare during the meeting of the RAC chaired by Dr Hafiz Pasha.

It is further learnt that the FBR has asked the RAC members to give alternate proposals in case the RAC is strongly opposing new taxation measures for 2011-12. The FBR has to generate additional revenue to meet revenue targets for next fiscal year and the RAC should give alternate proposals in case no new taxation measure is being taken in budget.

It was discussed that the government may face serious problems in the implementation of the 'GAT' on the immovable properties after 18th Amendment. The FBR has already transferred powers to collect the capital value tax on property to provinces. One of the options is that provinces may allow the FBR to collect the 'GAT', but what would be the situation in case any of the provinces does not allow the FBR to collect 'GAT' on immovable property on behalf of provinces? Therefore, it would not be legally possible to impose such kind of asset tax on the immovable property.

Some members of the RAC were also of the view that imposition of proposed Gross Asset Tax could be the violation of 18thAmendment as taxing assets is the right of the provinces and not of the federal government, sources said. Some members of the RAC have agreed in principle to recommend the federal government increase the corporate tax rate for banking and insurance companies above 35 percent in the budget 2011-12.

However, few members of the RAC supported the idea for reduction in corporate tax rate for other companies excluding banking and insurance companies from existing 35 percent to scale down further, sources added. The RAC also considered a proposal on reduction in import duty on old cars as proposed by the ministry of commerce whereas tax authorities opposed this proposal. It was decided that commerce and industries ministries be invited so as to take some decisions on this proposal.
7.      To encourage documentation FBR to introduce 'Minimum Tax Regime'
ISLAMABAD  (May 07, 2011) : The Federal Board of Revenue has proposed to bring sectors of Final Tax Regime and Fixed Tax Regime into the Minimum Tax Regime to encourage documentation from next fiscal year (2011-12). Sources told Business Recorder here on Friday that the proposal would result in filing of income tax returns by these sectors under section 114 of the Income Tax Ordinance 2001as against statements under section 115 of the Income Tax Ordinance 2001.

Resultantly, their tax returns would be subjected to audit and examination or books of accounts. The FBR has proposed that the sectors covered under the final tax regime included exporters, dividend income, profit on debt, commercial importers, suppliers, contractors and others should be brought into the minimum tax regime. It has been learnt that the FBR may make this tax as adjustable for the concerned sectors to facilitate those who would be brought into the minimum tax regime, sources added. According to the budget proposals (2011-12) of the Institute of Chartered Accountant of Pakistan (ICAP), in the last two years steps have been taken to reduce the scope of final tax, fixed tax and separate block tax regimes but a lot more needs to done by abolishing and replacing the same with minimum tax concepts to start with. This will ensure documentation and payment of tax at the applicable rate on the consolidated taxable income instead of breaking in different regimes.

The concept of taxing income from property as a separate block of taxable income should be done away. Deductions against the gross rent should be admissible only if actually incurred and that too subject to an overall threshold of 50 percent of the gross rent. The commercial imports should be excluded from the final tax regime and the tax collected at import stage should be converted into a minimum tax to start with. The sale of goods and execution of contracts should be excluded from the final tax regime and the tax deducted at source should be converted into a minimum tax to start with, it added.

The ICAP proposed that the undocumented, cash and parallel economy are black spot for entire taxation system. The major chunk of the state revenue is generated by few sectors of the businesses owned by national and multi-National companies and corporations. The transport, wholesale, retail and professional services sector of the business has a very low contribution to the tax revenue as compared to their share in GDP.

The direct tax laws need a major shift to curb this situation. Following are the examples of our existing laws that do not support documentation and resultantly the increase in tax base and resource mobilisation. Presently there are areas of final tax regime; fixed tax or separate block of income and a very extensive withholding tax regime coupled with final tax, which has converted direct tax into indirect tax.

Another very significant area for major shift is facilitation of compliant taxpayers and penalisation of non-compliant taxpayers. All our direct tax laws are day by day burdening the existing and compliant taxpayers. No measures are being taken to enforce the tax laws on the non-compliant taxpayers.
8.      Zardari's move to declare 2011 as 'Textile Year' hailed
KARACHI  (May 07, 2011) : President, Asif Ali Zardari declared 2011 as "Textile Year" with the aim to promote the Textile Industry in the country, which was greatly appreciated by the entire Textile Industry.

Also the launching of the first ever pragmatic and revolutionary Textile Policy 2009-2014 in the history of Pakistan, carrying the vision of Shaheed Benazir Bhutto was indeed a great step forward for the Textile Industry and resulted in great boost to our textile exports, stated M Jawed Bilwani, Co-ordinator, Council of All Pakistan Textile Associations.

Continuing with the efforts to exhilarate and boost textile exports former Finance Minister of your Government firmly assured that SRO No 3(1)TID/09-P-I dated September 1, 2009 allowing Drawbacks for the shipments made from September 1, 2009 to shipments made till June 30, 2011 expiring on June 30, 2011 would be extended for a further period lasting till the expiry of the Textile Policy 2009-2014 so that the Textile Sector survives in the larger interests of the nation.

While these bold measures surely increased export of the Textile Sector by 7.01 percent during last year 2009-10 and this year also increased by 30.43 percent for the 9 month (July-March) of 2010-11, it is most unfortunate that warning alarms have started ringing for an imminent brake of the wheels of the Textile Industry due to several adverse factors unless immediate remedial measures are taken on a war footing. Therefore, we most fervently appeal to the Honourable President, Prime Minister, Finance Minister and Textile Minister for the following:

Immediate release of payment against held up funds of Drawback on Taxes and Levies Order, 2009 of the exporters amounting to approx. Rs 20 billion and additionally balances of 60 percent of R&D Claims. Immediate release of held up payments against Custom Rebate Claims of the exporters.

Immediate release of held up payments against Sales Tax Refund Claims, which are stuck up before the electronic system was introduced. Extension of Drawback on Taxes and Levies Order, 2009 Scheme vide SRO No 3(1)TID/09-P-I dated September 1, 2009 for period of two years expiring on June 30, 2011 should for a further period of three years (period of validity of the Textile Policy 2009-2014) which will greatly help in the survival of the largest foreign exchange earner the Textile Sector.

In these times of severe economic crisis, great burdens are on the Textile Sector, which is battling hard for its survival in the face of stiff competition from neighbouring and other competing countries in the international market. Not only are our exporters facing very tough times today in retaining their once established markets and buyers who are rapidly deserting them and going to neighbouring and other competing countries with their orders but they also shun visiting our country in view of negative travel advisory from their Governments.

To crown this all, with the exorbitant costs of doing business in Pakistan, numerous Federal and Provincial Taxes, high rates of utilities such as Gas and Electricity etc has indeed crushed the over burdened exporter. While frequent load shedding both of gas and electricity coupled with frequent strikes is causing approx. three month of closure of factories which increases expenses on overheads, insurance etc, this also multiples our markup rate by 25 percent.

Due to the grave law and order scenario, frequent criminal incidents in our industrial area which are rapidly rising, additional expenses are incurred on arranging our own security and all these are adding to an enormous amount of costs of doing business.

To add fuel to the fire, the above given held up payments are crippling the exporters due to the severest ever liquidity crunch and this Textile Sector, which generates the largest employment is in a mess and faced with such harsh ground realities, many of these industries are taking their investments and shifting abroad with flight of capital and there are apprehensions of mass unemployment in the country which is already facing unemployment of its people, leading to utter chaos and disaster resulting in very serious law and order problems.

While credit goes to the Textile Policy for increase in exports, we strongly feel that to really succeed in the realisation of the objectives and in the achievement of the "Textile Year," it is imperative that all the stuck up payments of exporters relating to Drawback on Taxes and Levies Order, 2009; Custom Rebate Claims and Sales Tax Refund Claims are released immediately to enable them to survive and increase their exports and meet the ambitious target of the Textile Policy in the largest interest of our nation.-PR
9.      alternative energy policy' draft sent to government for approval aedb chief
Karachi
The country has several means to generate ample electricity through alternative natural resources such as wind, solar, small hydro and geothermal techniques, which can greatly help in stamping out the current electricity shortfall, said the Director of Alternative Energy Development Board, Imran Ahmed.
He was speaking at the 6th meeting of the Public Sector Utilities, Power and Gas Subcommittee of the Karachi Chamber of Commerce and Industry (KCCI) here on Friday. Ahmed gave a presentation on the alternative energy resources and ways to utilize them. 
He said that winds could produce up to 346,000 MW of electricity, solar energy 2.9 million MW, small hydel 4,500 MW and geothermal 2,000 MW. Agriculture wastes like wheat straw and rice husk etc were readily available which had a potential to generate power, he said, adding that several plans were afoot for addressing electricity crisis in the country.
Dr Qazi Ahmed Kamal, the chairman of the subcommittee, said that only 60 percent of the population of the country had access to electricity while 21 percent to gas. The rest of the people had no access to power, and they bore huge expenses to purchase kerosene oil, wood or coal for their energy needs, he said. 
The country had 1.1 million tubewells consuming 3,000 MW of electricity, and converting them to the alternative mode of energy would save the same amount of electricity. He said it would take about four years for an alternative energy project to commence production. He urged the traders and industrialists to focus on using alternative modes of energy to trim their electricity bills, and get rid of the hassles of loadshedding.
