[F. No. AERA/20010/MYTP/EICI/C/Mum/2011-12/Vol-1]
Airports Economic Regulatory Authority of India

Order No. 26/2013-14

AERA Building,

. Administrative Complex,
Safdarjung Airport,

New Delhi - 110 003.

Date of Order: 4t April, 2013
Date of Issue: 16t July, 2013

In the matter of Multi Year Tariff Proposal (MYTP) for the First Conirol
Period and the Annual Tariff Proposals ATP(s) for the First, Second and
Third Tariff Years submitted by M/s Express Industry Council of India
for providing Courier Cargo Handling Services at CSI Airport, Mumbai.

Express Industry Council of India (EICI), vide application dated 29.06.2011 and
subsequent communications vide letter dated 06.08.2011, 18.11.2011 and 07.02.2012
submitted their Multi Year Tariff Proposal (MYTP) for the first Control Period of 5 years
commencing w.e.f. 01.04.2011, for providing courier cargo services at the Cargo
Terminal at CSI Airport, Mumbai. Further, EICI, vide subsequent submission(s) dated
23.02.2012, 28.03.2012, 06.06.2012 and 23.07.2012, submitted their Annual Tariff
- proposals (ATPs) for the first tariff year (2011-2012), second tariff year (2012-2013) and
third tariff year (2013 -2014) of the first five control period.

2.1 Asstipulated in the Airports Economic Regulatory Authority of India [Terms and
Conditions for Determination of Tariff for Services Provided for Cargo Facility, Ground
Handling, and Supply of Fuel to the Aircraft Guidelines, 2011 (the Guidelines)], the
Authority shall follow a three stage process for determining iis approach to the
regulation of a regulated service:

a) Materiality Assessment;

b) Competition Assessment;

¢) Assessment of reasonableness of the User Agreements between the service
providers and the users of the regulated services.

2.2 EICI handles express/courier cargo shipments at CSI Airport, Mumbai which are
part of the cargo handling operations. The service being provided by EICI at Cargo
Terminal, CSI Airport, Mumbai has a materiality index of 29.4 % which is greater than
2.5% materiality index fixed for the subject service, hence the service is deemed as
‘material’ in terms of clause 4.4 of the Guidelines.

2.3 As per the information furnished by EICI in Form 1 (b) on competition
assessment, they have mentioned that “EICT is a non profit Section 25 company which
aggregates services provided by other Airport Services Providers. The users of services,
in a co-operative efforts, setup EICI so that all express/courier companies could avail
of the services provided by EICI. While EICI is unique as it provides services for express
or courier shipments similar but not the same services are provided by Cargo Services
Providers such as Mumbai International Aﬁ@m (P) Lzm:ted (MIAL}, and Cargo
Service Centre (P) Limited (CSC).”
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2,4  The Guidelines provide that where a regulated service is being provided at a
major airport by two or more service provider(s), it shall be deemed 'competitive’ at that
airport. In the instant case with the total number of players being more than two (MIAL
& Air India are also providing cargo service at CSI Airport, Mumbai), the service is -
deemed "'material but competitive'.

2.5 It was observed that in the instant case the courier services at CSI Airport,
Mumbai being provided by EICI is “material but competitive” and hence may be
regulated under light touch approach for tariff determination.

2,6 The Authority, considered the submissions made by EICI and issued
Consultation Paper No. 30/2012-13 on 23.11.2012 for considering MYTP and ATP(s) for
first, second and third tariff years submitted by EICI.

2.7  Inresponse to the proposal contained in the Consultation Paper, MIAL vide letter
dated 06.12.2012 (Annexure-I) offered its comments. MIAL stated that they agree to
the Authority’s proposal to adopt “Light Touch Approach” for determination of tariff.
However MIAL further stated that they have given concession to EICI on BOT basis to
construct and operate an integrated courier terminal facility for processing of export and
import express courier. Further MIAL only provided infrastructure facilities to EICI for
X-ray and no X-ray services are provided by MIAL to the end users and no manpower is
deployed by MIAL for the X-ray infrastructure and hence EICI must seek approval for
such charges. MIAL also stated that the charges towards providing any Express
Courier/X-ray services are purely towards concession fee and infrastructure charges and
accordingly proposed cargo tariff card submitted by MIAL excludes such charges to be
collected from EICI.

2.8  EICI, vide letter dated 17.12.2012 (Annexure-II) submitted the clarifications on
the comments offered by MIAL. EICI submitted that MIAL is charging EICI for use of
the X-ray machines at the rate of Rs 3.25 per kg which EICI collects from its users and
pays to MIAL without retaining any sum and hence MIAL should be asked to include X-
ray charges in their MYTP submission for approval.

2.9 EICI further, vide letter dated 11.01.2013 (Annexure-III) submitted that... “the
x-ray screening charges comprise of use of the x-ray machine and the manpower
charges for screening. These are being collected by EICI and being paid to MIAL and
CSC and no additional fee is collected or charged by EICI and hence these revenues do
not accrue to EICI. These rates are to be approved by AERA as MIAL and CSC are
service providers of services at airports.”

2,10 EICI vide further letter dated 18.02.2013 (Annexure-IV) submitted that ...“the
x-ray machines in the EICI Terminal are owned by MIAL and the charges levied are by
MIAL for the service of providing x-ray machines which is mentioned in their MYTP
proposal at the rate of Rs 3.25 per kg. This fact can be verified from the Invoice. Hence
if is unfathomable how the same can be denied by MIAL even though the nomenclature
of the Invoice indicates "Revenue Share Invoice” when no revenue on account of x-ray
screening is retained by EICI and the entire sum collected from users is transferred to
MIAL..”

2.11  Thereafter, MIAL, vide its letter dated 19.02.2013 (Annexure-V) submitted
that- '
a) MIAL has given concession to EICIQ *BOTBas‘ta‘to construet and operate an
integrated courier terminal facilitycfoif.épro'gqaﬁing‘ ¢f export and import Express
: [£/ ' \ &
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Courier and has also provided infrastructure facilities to EICI for X-ray and no
services are being provided by MIAL either to EICI or the end users.

b) No personnel is engaged/deployed by MIAL for the above X-Ray infrastructure
since MIAL is not authorized by BCAS to provide this service. Required
manpower for providing X-ray services is engaged either by EICI, Airlines or
Regulated Agent and not by MIAL.

c¢) Invoice i.e. Revenue share Invoice clearly states that it is for the revenue share
payable by EICI and nowhere mentions that it is towards courier x-ray screening
services. :

d) EICl's contention about MIAL charging service tax under the airport services is
irrelevant and does not lead to provision of x-ray service by MIAL. At airport,
service tax is paid under umbrella of airport service which also includes land lease
rentals, space lease rentals and obviously infrastructure charges. EICI, without a
valid reason, is unnecessarily trying to prove a wrong contention through
irrelevant arguments.

e) The different rates of Rs. 2.60 per kilogram and Rs. 3.25 per kilogram referred by
EICI is very well known to it which is purely depending upon the fact whether the
services are provided by EICI/Airlines directly or through a Regulated Agent.

f) It may be noted that, Authority in its Order No. 32 dated 15.01.2013 has clearly
mentioned that once an aeronautical activity is concessioned out completely by
the Airport operator, then the revenue (in the form of rental, revenue share etc)
would be regarded as non-aeronautical in the hands of airport operator. The
Authority would then regulate the services of Independent Service Provider as is
being done for ground handling services wherein MIAL has concessioned out
ground handling services to Celebi NAS Airport Services India Pvt. Ltd. and
Cambata Aviation Pvt, Ltd. and these ISPs are approaching the Authority for the
tariffs approval.

2.12 MIAL in their letter dated 18.03.2013 (Annexure-VI), reiterated its stand and
attached submitted a copy of the letter dated 11.12.2008, signed by MIAL, Cargo Service
Center (CSC) and EICI wherein it is mentioned that “...Pursuant to the appointment of
CSC as a Regulated Agent at Express Terminal, Chhatrapti Shivaji International
Airport, Mumbai International Airport Limited (MIAL) hereby appoints and
authorizes CSC to provide security screening of export cargo to all the airlines
operating at Express Terminal with effect from 01.01.2009, alongwith Air India. CSC
shall sign a service agreement with the Individual Airline customers and/or Express
Industry Council of India (EICI) in order to provide the security screening services...,”

2.13 MIAL provided a copy of agreement entered into by EICI with Turkish airlines
and also a copy of sample invoice raised by CSC on EICI stated to confirming that CSC is
providing screening services on behalf of EICI.

2.14 Further, EICI vide letter dated 19.03.2013 (Annexure-VII), reiterated their
stand and submitted that...“we have already submitted substantial written evidence on
record which leaves little room for ambiguity that MIAL is indeed the provider of the x-
ray machine for which it is charging a sum of Rs 2,60/per kg to Rs 3.25 per kg which
were provided to you in our earlier letters dated 17.12.2012, 11,01.2013 and
18.02.2013..” AT SN
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2.15 Further, EICI vide letter dated 04.04.2013 (Annexure-VIII) forwarded copies of

two report i.e. “Task Force on Transaction Cost in Exports - A Report’ of Department of

Commerce Ministry of Commerce and Industry Government of India, New Delhi and -
‘Air Cargo Logistics in India — Working Group Report dated 07.05.2012’ issued by

Ministry of Civil Aviation, Govt. of India.

2.16 EICI attached the above reports stating the need for adoption of a non-
discriminatory policy with respect to usage of equipment at airports including inter-alia
x-ray machines and to bring about parity in charges for x-ray screening with the cargo
charges in accordance with the public policy in accordance with the Foreign Trade Policy
tabled in Parliament by the Commerce Minister.

2,17 EICI submitted that in year 2010 the Government of India set up a Task Force for
implementing measure to reduce transaction costs in India’s exports. The Task Force on
Transaction Cost comprising a High Level Committee was headed by the Minister of
State for Commerce and had representation from various Ministers including the
Ministry of Civil Aviation. The Task Force was set up to assess the procedural cost based
bottlenecks affecting India’s exports and imports under the aegis of Ministry of
Commerce in 2009.

3.1 The Authority considered all the above facts, and observed that the cargo service
at CSI Airport, Mumbai is “material and competitive”, Hence, the tariffs for this service
merit to be determined under “Light Touch Approach”.

3.2  In response to the Consultation Paper No. 30/2012-13 dated 23.11.2012 MIAL
and EICI have submitted comments/response on the issue of levy of x-ray charges. EICI
has stated that these charges need to be determined as part of MIAL’s tariff, however,
MIAL has stated that it has provided only the infrastructure for x-ray and is charging
revenue share towards the same,

3.3  The Authority, after considering the submissions by EICI & MIAL, observed that
MIAL has provided the infrastructure for x-ray of courier consignments, including the x-
ray machine, and is charging for the same. EICI is providing the courier cargo service at
CSI airport, and is charging the users for all the components of the overall courier cargo
service - including that for x-ray.

3.4  Vide letter dated 22.04.2013, EICI was asked to submit the overall maximum
tariff that it proposed to levy - inclusive of all the components that it proposed to charge
from its customers for the courier handling facility services at the cargo terminal at CSI
Airport, Mumbai for the consideration of the Authority.

3.5 In response, EICI, vide letter dated 25.04.2013 (Annexure-IX), reiterated its
earlier submission stating that MIAL is providing the x-ray machine at Mumbai and
charging Rs. 2.60/ per kg to Rs 3.25 per kg. and that their Tariff Proposal in Delhi was
also cleared on similar lines and the basic objective of ensuring that the Tariff is split as
per each service is to ensure transparency in pricing,

3.6  Ministry of Civil Aviation (MoCA), vide letter no. AV.24032/13/2010-AD dated
22.05.2013, had informed that a meeting would be held on 04.06.2013 under the
Chairmanship of Secretary, MoCA to discuss the concern expressed by Express
Industries Council of India regarding reduction in the charges for screening of express
cargo at the airports,

3.7 The Ministry of Civil Aviation, vide, '{’gﬂer datéﬂ“‘j,?:o6 2013, (Annexure — X),
forwarded the Minutes of the Meeting. /< . \%
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3.7.1 The Authority has noted that in the minutes at para 8, the following decision has
been conveyed :-

“i)  X-ray screening charge should be the same both for general cargo and
courier cargo.

(i)  AERA may be advised to consider 8(i) while fixing the tariff.”

4.1 The Authority noted the above, and observed that EICI is providing Express
Courier Cargo Service at CSI Airport, Mumbai. This service is material but competitive at
Mumbai Airport. Thus, the Authority may adopt light touch approach for determination
of tariffs in respect of this service - for the first control period. Further, in its ATP, EICI
had proposed to revise x-ray charges based on some conditions. In this regard, it is noted
that the tariffs determined by the Authority are maximum tariffs that the service
provider may charge from the service users. Thus the same cannot be increased on suo
moto basis by the service provider. Accordingly, in case, any component of the tariffs
determined by the Authority is to be revised (increased}, then EICI will be required to
get the same determined under Section 13 (1){(a) of the AERA Act 2008. Further, as
conveyed by MoCA vide letter no. AV.24032/13/2010-AD dated 17.06.2013, the
Authority has also considered that the x-ray screening charges may be the same both for
general cargo and courier cargo. In this regard, it was observed that as per the Order No.
32/2012-13 dated 15.01.2013, in the matter of determination of aeronautical tariffs in
respect of CSI Airport, Mumbai, the x-ray charges are :

Sl. |[Charges (X-Ray Charges | Rate-Rs. perkg | Minimum Charges per

No. | (International Cargo - AWBI/CTM/IGM/FLIGHT
Exports)
1. X- ray charges - If screening | Rs. 1.38 .| Rs. 167

done by airlines (minimum
charges applicable per AVWB)

2. X- ray charges - If screening | Rs. 1.70 Rs. 225
not done by airlines (minimum
charges applicable per AWB)

4.2 In view of the above, the Authority observed that the x-ray charges for express
courier cargo service may be determined at the same level as for general cargo
warehouse.

ORDER:

5. Upon careful consideration of material available on record, the Authority, in
exercise of powers conferred by Section 13 (1) (a) of the Airports Economic Regulatory
Authority of India Act, 2008, hereby orders that:

(i) The service for courier cargo handling facility, being provided by M/s
Express Industry Council of India at CSI Airport, Mumbai, is "material but
competitive”. Hence the Authority will adopt "Light Touch Approach" for
determination of tariffs for the first7Centrol period commencing w.e.f

i \ L L_ ‘ rr\

P
01.04-2011. SN
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(i)  The tariff for the express courier cargo handling facility provided by M/s
Express Industry Council of India at CSI Airport, Mumbai are determined
for the first tariff year (w.e.f. 01.04.2011 to 31.03.2012), second tariff year
(w.e.f. 01.04.2012 to 31.03.2013) and third tariff year (w.e.f. 01.04.2013 to
31.03.2014) as per Annexure — XI, XIT and XTIII respectively.

(ili) Customs recovery charges are charges towards provisioning of the
aeronautical service being provided by EICI and is paid to Customs
Authorities. Any revision in customs recovery charges will be approved by’
the Authority without further consultation, based on auditors' certificate
certifying that proposed increase, if any, is only to recover increases in the
customs recovery charges and are restricted only to such recovery/demand
made by the Customs, as and when applied for by EICI.

(iv)  These tariffs will be maximum and Demurrage free period (if any) shall be
as per Government Orders issued from time to time. In case any tariff is to
be revised, on account of increase in any component thereof, M/s EICI
may approach the Authority for such revision.

By the Order of and in the
Name of the Authority

\
S0

[Capt. Kapil Chaudhary (Retd.)]
Secretary

To

M/s Express Industry Council of India (EICT)

501, Crystal Centre, Raheja Vihar,

Off. Chandivali Farm Road,

Powai, Mumbai-400072

(Through: Shri Vijay Kumar, Chief Operating Officer)
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MIAL/CFO/377
December 6, 2012

The Secretary,

NMrparts Economic Regulatory Authorlty of Indla,
AERA Building, Administrative Compley,
Safdarjung Alrport, New Delh - 110 003,

Dear Madam,

Sub:i~ Multi Year Tarllf Proposal and Annual Tariff Proposals submitted by Express Industry Councll of Indla
for providing Couiler Handling Services at Carge Terminal, CS)Alrpont, Mumbal
Ref:-  AFRA D.O.No, AERA/20018/MYTP/EICH/C/Mum/2011.12 dated 23,11,2012

Hitst of all, we would like-to thank the Authority far issuing the-Consultation Paper and glving us an opportunity to
glve gur comments on the same.

We agree and support the Authority’s proposal (a) to adopt a “Light Touch Approach® {or determination of taritf
for courier handling servicas being provided by EICI at C5I Afrport, Mumbal, for the first controf period
commencing with effect from April 1, 2011, {b) to approve thetariff for courler handling services as per Apnexure
1, 2 & 3 of the Consultation Paper for the fIrst, secand and third tarlff year respectively and (c) revision In custom

recovery charges based on auditors ceriffication

With respect to (d) vie.to approve X-ray charges to he pald to Alrport Operator / CSC, it is to be noted that MIAL
has given a concesslon to EIC) on BOT basis ta construct and operate an integrated ‘courler terminal facllity for
processing of export and Import Express Courler, Further MIAL has only provided Infrastructure fadlities to £1C1 for
X-ray and no services are provided by MIALto the end users. it may also be noted that no personnel Is deployed by
MIAL for the above X-Ray Infrastructure. Accordingly, It is EICE which must seek approval for stich charges.

Therefore, charges towards providing any Express Courler / x-ray services are purely towards concesslon fee and
Infrastructure charges and accordingly proposed cargo tariff card submitted by MIAL excludes such charges to be
collected from EICI. . .

Thanklng you,

Yours sincerely,
_For Mumkai Internatlonal Alrport Pyt Ltd.

fror W

Vinod Hiran

FO Z/E/@'swe{aw

Mumbal Interaational Alrport Pyt Ltd

Chhatrapat! Shivall Interfiational A\rport

15t Fipor, Terminal 1B, Santacruz {(E), Mumbal 400 039, india
T+91 22 6685 2200 ¥ +91 22 6685 2050

wwavcslain
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EICI/AERA/1125
17th December 2012

To,

1. ‘Mr. C.V. Deepak

2, The Secretary
Airports Econamic Regulatory Authority of India,
AERA Building, Administrative Complex,
Safdarjung Airport,
New Delhl~- 110003

Sub:  Multi Year Tarlff Proposal and Annual Tariff Proposals submitted by Express
Industry Council of India for providing Courler Handling Services at Cargo
Terminal, CS1 Airport, Mumbali.

Sir,

We are in receipt of your letter dated 12 December 2012 bearing File No.
AERA/20010/MYTP/EICH C/Mum/2011-12/2129 enclosing a copy of letter No.
MIAL/CEO/377 dated 6™ December 2012 of Mumbai International Airport Pvt. Ltd.
offering their comments on the proposal contained in Consultation Paper No.30
dated 23" September 2012 on the above subject seeking our views/clarifications on
the comments offered by MIAL. M/s. MIAL have supported our MYT proposal with
respect to points {a), (b) and (c), hence required no comments.

With respect to {d) we have noted that MIAL has taken a stand that they do not
provide any service with respect to x-ray screening, which appears to be contrary
to the factual position which Js vehemently opposed and we wish to provide the
following clarifications and facts which would establish the true factual position
with respect to the role of MIAL in levying the x-ray screening charges:

The text of the MIAL comment is as under and a para wise reply to the same follows:

“With respect to (d) viz. to approve X-ray charges to be poid to Airport Operators /
CSC, It Is to be noted that MIAL has given a concession to EICI on BOT basis to
construct and operate an integrated courfer terminal facility for processing of export
and import Express Courier.”
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Comments: It may be appreciated that x-ray machines do not fall within the ambit
of BOT basis as BOT stands for “built, operate and transfer” and x-ray machines do
not require any building or construction but are required to be purchased and a fee
is charged for their use. The x-ray machines in the EIC| Terminal are owned by
MIAL and the charges levied are by MIAL for the service of providing x-ray
 machines which is mentioned In our MYTP proposal at the rate of Rs 3.25 per ks,
This fact can be verified from the Invoice { copy enclosed). Hence it is
. unfathomable how the same can be denied by MIAL even though the nomenclature
af the Invaice indicates “Revenue Share Invgice” when no revenue on account of x-
ray screening is retained by EICI and the entire sum collected from users is
transferred to MIAL. The approval sought is for Rs 3.25 per kg and the Invoice from
MIAL is for Rs 3.25 per kg hence the assertion that MIAL does nat charge for x-ray
screening is not sustainable and is contrary to facts,

As AERA has indicated that it wlll be regulating the Tariff for x-ray screening, and
“the tariff as charged by MIAL and CSC has been mentioned in the MYTP proposal
submitted, AERA may accordingly decide on the tariff being charged by MIAL,

On the contrary, it is submitted that EICI had taken the stand with MIAL that as EICI
is an industry body and is running the express facility, EIC! be permitted to install its
own X-ray machine and charge a nominal fee to its users which was many times
lower than what MIAL was charging and at par with the cargo x-ray screéening
rates. In fact EICI had purchased x-ray machines and wanted to provide x-ray
screening services to its users at rates at par with cargo x-ray screening rates.

MIAL at that point disagreed and informed EICI that revenue from the use of x-ray

machines is the sole preserve of MIAL as an Alrport Operator and hence cahnot he
provided by EICI. MIAL thereafter exerted pressure and purchased the x-ray

machine fram EICI and started sending invoices for the services for providing x-ray
machines which continues till date and copies of such Invoices are enclosed
herewith. The only difference was that when it was clearly established that x-ray
screening services can be offered at the courier terminal at rates at par with the
cargo terminal, MIAL grudgingly reduced the rate from Rs 6 per kg to Rs 3.25 per kg.
For shipments screened by M/s CSC the rate was Rs 2.60 per kg.

The correspondence leading up to this development and evidencing the stand of
MIAL is enclosed for ready reference and a specific extract is reproduced below.

From: Govindarajan K {[mailto:Govindarajan.K@gvk.com]
Sent: Friday, Aprﬂ 30, 2010 12:.57 PM
To: Vijay Kumar
Subject: RE: Xray Machines at EICI Express Terminal
Dear Mr. Vijay Kumar,
Refer your message dated 30" April 2010, on the subject. We have never discussed
the matter and you have afso not mentioned the same In various communications

with us so far.
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Regret we cannot agree to your suggestion to discontinue the usage of MIAL X-ray

machines from Integrated courier terminal . The éxisting arrangements with
respect to tarf_ff and securlty screening Is very much in place and will continue.

Regards
Govind”

In another mail the arrangement for asking for data for Invoicing was discussed and
the said mail is reproduced below:

“ From: Paresh Vaidya [mailto:Paresh. Vaidya@gvk.com}
Sent: 14 May 2009 17:05
To: EICI Corporate Accounts
Cc: Farrokh M Morena; 'vijay kumar'; Shoeb Khan; Govindarajan K; Mukesh Devpura
Subfect: FW: X-Ray Detalls
Importance: High
Dear Mr Bhofappa
Refer our telecon on date and my email to you yesterday, can we please have a
mechanism like the one stoted below:
1. Tonnage data to be shared by EICI with MIAL on fortnightly basis within 5
working days from the end of each fortnight.
2. Plsend the file in excel format. You moy also send the file in PDF and in case of
any difference between the two, PDF will be treated as final by us.
3. Plgive the break-up of the file in the following format:
~a.  Airline-wise Tonnage where Screening is done by NA CIL
b; - Airline-wise Tonndge where Screening is done by C5C,
¢.  Alrline-wise Tonnage where Screening is done by Others / Airlines by
themseives.
4.  Pisend the file to myself and Mukesh Devpura, Asst Mgr Fin Cargo MIAL
(Mukesh.Devpurg@gvk.com} within the above timelines.
Piease also confirm that your poyment for April will include payment @ Rs 6 per kg
for FedEXx for the period 15" Mar'02 to 30" Apr'03. {Refer mail from Mr Shoeb to
Mr Farrokh on 217 April and previous discussions on the subject from Feb’09

onwards).
Regards,

Paresh Vasant Vaidya

Manager - Finance

Mumbai International Airport Pvt. Ltd.
Office: +91 22 66852018

Cell: +91 99301 44158"
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fn yet another email MIAL from the Vice President, Cargo MIAL, was adamant on
continuing to charge at the rate of Rs 6.00 per kg even though EICI was willing to use
its own x-ray machines and offer the same service at Rs 1.75 per kg as offered in the
cargo terminal . In fact the email reiterates that the charges are levied by MIAL -
MIAL will be charglng EICI Rs 6 per kq_for screening of Courler Cargo from
Integrated courler_facility”, The relevant email is reproduced below,

“From: Govindarajaon K [maiito:Govindarajan.K@gvk.com]
Sent: 03 May 2010 10:56

To: Vijay Kumar

Cc: Paresh Vaidya,; Shoeb Khan

Subject: RE: Xray Machines at EICI Express Terminal

Dear Mr. Vijay Kumar, ,
We have clarified MIALs stond vide our message dated 30" April, 2010, We would
like reiterate , MIAL will be charging EIC! Rs 6 per kg _for screening of Courler Cargo

from integrated courier facility, as we have not discussed and agreed on any

revised rate,

Kindly be guided accordingly.
Regards

Govind.”

The above and the enclosed correspondence clearly establishes that MIAL indeed
charges for use of the x-ray screening machines. Hence it is odd that they maintain
before a quasi judicial regulatory authority in an official submission that they do not
do so. It would be up to AERA to take a stand on such representations of MIAL,

We are extracting below a copy of the Invoice raised by MIAL in September, 2012
which clearly establishes certain facts. o
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Mumbal International Alrport Pvt Ltd
Finance & Accounts Departrent, 15t Floor, Terminal 18,C81A, Samacruz{E}, Mumbai 4000
Tol: +01 22 66852200(0), 6685061 9/6685064 1 (D) Fax: +01 22 66850652 Wel : diww.d M

i Couml of India

% 200013932
108,10.2012
17102012

PARTY CODE : 500002

DATE

PARTY REF ACUST.CD.: DUE DATE

Exprass Industry Counci! OF india

Raheja Vinar,
Oif. Chandiveli Farm Road,
Powai
Murmbei 400072
REVENUE SHARE FOR THE PERIOD FROM 01032012 TO 30.09.2012
OETAILS SALES RENT
por KQ of * {Aue 4 - Foreign airines §
por KQ of { Rule 5 - Camga eayvice center )
por K@ of ... ... {Rula § - Jot ainvays )
Total Sales Rent
Minimum Renl
Bak Rent -~ - REDACTED
Senice Tax @ 12%
Ecucation Coss Tax @ 2 % on Samvice Tax
Higher Ed. Ceys Tax @ 1% on Service Tax
Total . _]

InWords (Re): © REDACTED

PAN NO.: AAECMEZBAC For Mumbal Intemational

SERVICE TAX NO.: AAECHMB285CSTO0!  Alrport Services Airport Pyt Uid.
N.B.i. Aevenue shame {ge musibe paid by 10th of every monih falirg which intemst @ 18%
per annurn will be charged.

2. Chequse should he made in favour of Mumbal imernational Alrport Py, I.td.
8. No outsiation cherups will be accepted.

4. ERQFE Al.|1:n':::=&.=4:I.Eimn.-mm_1

The above Invoice clearly establishes the following:

1. That MIAL is charging EICI for use of the x-ray machines at the rate of Rs 3.25
per kg which EICI collects from its users and pays to MIAL without retaining
any sum as can be seen from our tariff proposal submission.

2. That the above rates are much higher than what is charged by MIAL at the
cargo terminal,

3. That MIAL charges lower rates at the cargo terminal i.e. Rs 1.38 per kg and
Rs 1.70 per kg for the use of the x-ray machines for which it is seeking
approval from AERA in its MYTP submission as extracted below, however it
now takes the stand that even though it is charging more than twice that sum
and in the First Regulatory Control period has charged as much as Rs 6.00 per
kg which has been paid by users under protest, they now maintain that the
current charges may not be regulated by AERA as they should now be treated
as infrastructure as the machines are in the courier/express terminal,

4, That the fact that what MIAL providing x-ray machines is a service is
established by the fact that they are charging service tax on it and are
depositing it under the head of Airport Servicas,

Page 5 0f 6
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5. The Invoice also shows differential pricing and lack of clarity as different
shipments carried on board different airlines are charged at different rates
ranging from Rs 2.60 per kg to Rs 3.25 per kg.

B. There aré cryptic references to Rule 4,5 and 6 while no explanation has been
pravided as to what these rules are.

The extract of the MIAL MYTP proposal which clearly seeks approval for x-ray
charges is reproduced below and which clearly evidences that x-ray charges are
subject to AERA control and ironically are lower than what they are charging users
et{the Express Terminal;

Schidida of charges.
[ Effestiné from Lp{ Apd) 2009)

1
TIperkg | Awdmum
; chintiows |

AT T T

o it i i Gt B e AR A TR e

REDACTED

=
-~ 156D Tord Batgond T sbriod LA DO T [FARRg)

Canpa (e par by perday

|
}
om-HO>r0O

We have several other communications with MIAL which establish the above and
can be provided in case AERA so desires,

In conclusion we wish to submit that the charges levied by MIAL which have been
correctly mentioned in our MYTP submission be approved by AERA by asking MIAL to
include the x-ray screening charges in their own MYTP submission. It is also
submitted that EICI being an industry body had no say in the fixation of charges and
on account of MIAL’s dominant position and further given that no obligation has
been cast on MIAL under OMDA, we were left with no option but to accept the
directions of the airport operator i.e. MIAL.

We trust the above clarifies the correct factual position and our MYTP proposal for
Mumbai will be approved without any further delay.
Thanking you,

Yours sincerely,
Fclgfress Ingustry Council of India

. 7

K
Vijay siufﬁar

Chief Qperating Officer

Page 6 of 6



RAnneiat £~

f“ Express Industry

l Council of India

EICI/AERA/1156
11 January 2013

Mr. Anil Saxena

AERA Building,
Administrative Complex,
Safdarjung Airport,

New Delhi - 110 003

Sub: Submission of additional documents in support of stand of EICI with respect to MYTP
for the First Control Pericd and request for approval of Tarlff as per Form 14{b) for

Mumbai

We have the honor to refer to our submission for MYTP approval for Mumbai airports, Pursuant
to the discussions on the 8 January, 2013 we are enclosing herewith the followihg additional
documents which clearly establishes that the x-ray screening charges are levied and
appropriated by MIAL and EIC! is only involved as a pass through agency :

1. A copy of the contracts with MIAL which have no reference to x ray screening charges
and are only for the license fee, rent for land and the through put charges rESpectively.
X-ray screening charges-

2: The x-ray screening charges comprise of use of the x-ray machine and the manpower
charges for screening. These are being coilected by EICt and being paid to DIAL/MIAL
and CSC respectively at Delhi and Mumbai and no additional fee Is collected or charged
by EIC| and hence these revenues do not accrue to EICI, These rates are to he approved
by AERA as DIAL, MIAL and CSC are service providers of services at airports and we
presume that thelr tariff will be approved by AERA.

3, In addition CSC also raises invoices on airlines directly which CSC renders such as
stuffing in which EICI has no role in collection or invoicing and hence the approval for
the same should also be sought by the respective entity levying the charges, Whilst EIC!
has agreements with Airlines based on the rates agreed with the Board of Airlines
Representatives (BAR India) the invoicing and collection of these charges is done by CSC

directly,

While strictly speaking x-ray screening charges are not charges accruing to EICI, they
have still been separately mentioned in Annexure 14 {b} so that the same may be seen
separately and approved if required as long as flexibllity is provided to vary the same
based on the demand by the Government and the respective service provider after
approval by AERA.

Express Industry Council Or India
501, Crystal Centre, Raheja Vihar,

Off. Chandivali Farm Road, Powai, Mumbai - 400 072,
Tel.: +91 22 4057 1111 Fax : +91 22 4057 1100 www.eiciindia.org
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Please note that while these charges are not part of the Facilitation charges levied by FIC! and
alo variable in nature, we still deemed it appropriate to place the same on record. In the final
taiff approval, these re-imbursement of Customs charges and X ray charges may not be
i ncjuded if deemed appropriate as it may not be practically possible to seek your quick approval
with the changing dynamic of the rates. It is for this reason that we have not provided any
future projections for the Customs charges and x-ray charges. In case EIC| is permitted to do x-
ray screening on its own without paying any royaity or fee to DIAL/MIAL we shall reduce the
charges recouped from the users accordingly.

We hence request that the MYTP Proposal for the First Control Period for Mumbai be kindly
approved accordingly on an urgent basis as a delay in the same is threatening the financial
viability of EIC| as a body.

Kindly acknowledge receipt.

With high regards,
For EXPRESS INDUSTRY COUNCIL OF INDIA

BHOJAPPA S SHEELWANT
MANAGER (ACCOUNTS)
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To, .
The Secretary

Alrports Economic Regulatory Authorlty of India,
AERA Bullding, Adminlstrative Complex,
Safdarjung Airport,

New Delhl ~ 110003

Sub; Multl Year Tariff Proposal and Annual Tariff Proposals submitted by Express
Industry Councll of Indla for providing Courler Handling Services at Cargo
Terminal, C51 Alrport, Mumbal and our dliscusslons held at your offlce in the
presence of MIAL on the 13 February, 2013.

Madam,

We thank you for giving us the opportunlity to clarify the contentions of MIAL with
respect to the inordinately high x-ray sereenjng charges that they are charging and
which they now appear to be trying to Justify by classlifying thém as a Gsage charge
rather than an x-ray screening chaige for which they should rightly seek your
approval for levying the high tariff,

What constitutes x-ray screening,

As the entlre controversy appears to stem around what constltutes x-ray screening
charges which the Authority Is required to regulate, It is essentlal to discuss the
same.

X-ray screening is an essential security function for export shipments and:essentially
involves the following elements:

i) Use of x-ray machine, Its maintenance
i} Operator who Is BCAS certifled-

It will be appreciated that the major cost component of x-ray screening Is the cost of
providing the service of an x-ray machlne which Is clearly a service which s offered.
As far as the x-ray machine operator Is concerned, it [s a rather miniscule cost and
that too as per BCAS reguilations can be performed by a BCAS céitified screanar,
Typically airlines staff performs such screening,

Hence the major component of the x-ray screening service is the prowvision of an x-
ray machine. As AERA is required to control the x-ray screening gsharges, in case we
were to assume even for the sake of argument that the provision of x-ray machines
is not a service, and then the same would amount to AERA abdicating its right to
regulate a regulated .service, Clearly such an argument is neither acceptable not
tenable as it will amount to AERA not regulating x-ray scréening services.

Page I of 8
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Whether such services are provided directly ar indirectly rsuin.consequentlalr:as In- case

such a view Is taken then every alrport operator will charge a huge fee for use of the
x-ray machine or form Jolnt ventures and claim that only infrastructure i5 belng
provided or that the service has been putsourced just in order to éscape falfing
within the regulatory ambit and control of AER&]Such a view would not only be
illogical but will ge against he stated-objectivas of AERA which s the protection of
the interests of the consumers so that they get quality services at reasonable rates
and so that airport operators do not abuse thisir dominiant position o charge higher
rates. More so when EICI was providing the same service at rates at par with the
rates being charged by the Cargo Terminal.

Moreover as MIAL has already sought approval of thelr Tariff for export x-ray
screening of cargo, considering that the same x-ray machine is provided at the
Express Cargo Terminal it is unfathomable as to how they can charge mare than
twice the charges that they charge at the cargo terminal, just by changing the
nomenclature of the servige and calling it infrastructure,

Apart from the above, there are strong arguments which clearly subistantiate that x-
ray screening services provided by MIAL are required to be regulated-andthe same
are elaboratéd herein below,

We also wish to.reiterate our earller commenitsin our letter dtd 18 Decémber, 2012,

We have noted that MIAL has taken a stand that they do not provide any service
with respect to x-ray screening, which appears to be contrary to the factual
position which is vehemently opposed and we wish to provide the following
clarifications and facts which would astablish-the true factual position with respect
to the role of MIAL in levying the x-rayisereening charges:

The text of the MIAL cormiment is as under.and apara wise reply 1o the same follows:

“With respect to {d) viz. to approve X-ray charges to be paid te Airport Operatars /
CSC, it is to be nated that MIAL hos given a concession to EICI on BOT busis to
construct and operate an Integrated courler termindl facliity for processing of export
ond import Express Courier.”

Comments: It may be appreciated that x-ray machines do not fail within the ambit
of BOT basis as BOT stands for “built, operate and transfer” and x-ray machines do
not require any building or construction:liut are required to be purchased and-a fee
is charged for their use. The x-ray machines In the EICI Terminal are- owned b
MIAL and the charges levied are by MIAL for the service of Drovid_g XAy
machines Which Is in_our MYTP proposal at the rate of Rs 3.25 per
This fact can be verified from the Invoité {copy enclosed). Hence'itis unfathomable
how the same can be denied by MIAL even though the nomenclatire of the Invoice
ind’cates "Revenue Share Involce” when no revenue on account of x-ray screeriimg Is
retained by EICI and the entire sum collected from users is transferred to MIAL. The
approval sought is for Rs 3.25 per kg and-the Invoice from MIAL is for Rs.3,25 per kg
hence the assertion that MIAL does not charge-for x-ray screening Is not sustainable
and is contrary to facts. '

- Page2 —
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As AERA has Indicated that it will be regulating the Tarlff for x-ray screehing,. and-
the tariff as charged by MIAL and.CSC has been mentioned In the NIYTP propasal
submitted, AERA may accordingly declde on-the tariff being charged by MIAL,

On the contrary, it is submitted that EIC| Had taken the stand with MIAL that.as €ICI
is an industry body and is running the express facllity, EICI be. ermitt edto lnstall its
own x-ray macliine and charge a nomtipal fee to its users which was .many times
lower than what MIAL was charging and at par with the cargo x-ray sereen

rates. In fact EIC) had purchased x-ray machines and wanted to provide x-ray
screening services to its users at rates at par with cargo x-ray screening rates.

MIAL at that polnt disa 2BV g ay
machines is.the sole preserve of MIAQS_MQQH Onerator and: hw
provided by EICI. MIAL thareafter exerted pressure and purchased ‘the X-igy
machine from EICI and started serding invoices for the services for providing xeray
machings which continues till .date and ‘coples of such Inveices are enclosed
herewith. The only difference was that when it was clearly established that x-ray
screening services can be offeéred. gt the courler terminal at rates at par with the
cargo terminal; MIAL grudgingly reduced the rate from Rs 6 per kg to Rs 3.25 per kg.
For shipments screened by M/s CSC the rate was Rs 2.60 per kg.

The correspondenice leading up to this devélopment and evidenciiig the stand of
MIAL is enclosed for ready refarence:and a specific-extract Is reproduced below,

From: Govindurajon K [mollta:Govinddrafan. K@gvk.com]
Sent: Fridoy, April 30, 2010 12:57 PM'

To: Vijay Kumar

Subfect: RE: Xray Machines at EICI Express Terminal

Dear Mr. Vifay Kumar,
Refer your message dated 30" April. 2010, on the subject. We have riever discussed
the matterand you have also not mantioned the same in variouscommunlcations

with us so far,

fAL x-ra

Regret we cannot agree to your suggestion to discontinue the usage:of.
machines from [ntegrated courier terininal, The exlsting.ai
respect to tarlff and security screening is.very much in place and will continue,

Regards

Govind”

e e e m - R Page3 —_
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in another mall the arrangement for asking for data for Invoicing wds discusseﬂ'--an“d
the said mall is reproduced below:

“ From: Paresh Vaidya [maiito:Paresh.Vaidya@gvk.com]

Sent: 14 May 2009 17:05

To: EICI Corporate Accounts

Cc: Farrakh M Morena; ‘vijoy kumar'; Shoeb Khan; Govindarajan K; Mukesh Revpura

Subject: FW: X-Ray Details
Importance: High

Dear Mr Bhojappa

Refer our telecon on date and my email [0 you yesterday, can we please have o
mechanism like the one stateld below:

1. Tonnage data to be shared by EICI with MIAL on fortnightly basis within 5
working days from the end of each fortnight.

2. Plsend the file in excel format. You moy olso send the file in RDF andin casé of
any difference between the two, PRF will betreated as.finol.by-us.

3. Plgive the breok-up of the file.inthe folfowing format:
w. Airline-wise Fonnage where Sereening is‘done by NAGIH,
b, Airline-wise Tonnage where Screening is doneby CSC,

c.  Alrline-wise Tonnoge where Screening is done by Others / Airlines by
themselves.

4. Plsend the fife to myself and Mukesh Devpura, Asst Mgr Fin Cargo MIAL
(Mukesh.Devpura@qvk.com) within the above timélines.

Plegse also canfirm that. il wii Rs B.per.
for FedEx far the perlod 15™ Mac‘os th: 30"‘ Apr09; (Refer mall from M_r St[ogb: 10
Mr Farrokh on 21 Aprll and previbus d_{gg;ssforg on the subject from Feb!09

onwords).

Regartds,

Paresh Vasant Vaidyo

Manager - Finance

Mumbaoi international Airport Pvt, Ltd.
Office: +91 22 66852018

Cell: +91 39301 44158"

............ Page4
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We had informed MIAL that we will be willing to x-ray screen our all -cb‘uﬂe} '

shipments at a much:-lewer rate of Rs 1.75 per kg and the relevant email Is extracted
helow:

"From: Vijay Kumar [malltomvijay@elclindla.org]
Sent: 03 May 2010 10:28

To: 'Govindarajan K'

Subject: RE: Xray Machines at EIC! Express Terminal

Dear Govind,

Kindly note that we-had taken the decision to install the screening machines baset
on the requirement of our users and in order to ensure the industry getsa
mandatory regulatory sérvice at reasonable rates. They have-been payingvery high
machine usage charges and with the instailation of gur-own machines we had
communicated to the trade that the rates would Rs1.757ka {on par with Mumbaj

cargo rates].

Since we would not be iming_the X ray machinas which were installed by-AAl we
would not be in a position to make any payments to MIAL for the-same,

Regards,
Vijay”

In response thereto vla email from the MIAL Vice President, Garge MIAL, he was
adarmant on continuing te charge atithe rate-of Rs 8,00 per kg even-though EICI was
willing to use its own x-ray machings and offer the same service at Rs 1,75 per kgas
offered in the cargo termjnal. In fact the emall relterates that the charges are evied
by MIAL - MIAL wiii be charging EICI Rs-6 per kg for sereening of Courler Cargo

from Integrated courler facliity”, The ralevant emall-s reproduced below.

“From: Govindarajan K [mefito:Govindarajan.K@gvk.com]
Sent; 03 May 2010 10:56

Tor Vijay Kumoar

Cc: Paresh Vaidya; Shoeb Khan

Subject: RE: Xray Machines at EICI Express Terminal

Dear Mr. Vijay Kumar,

We have clorified MIALs stand vide ourmessage dated 30™ April, 2010, We would
lke reiterate , MIAL will be eharging EICI Rs 6.per.kq for screening-of Courler Carjo
from integrated courler facility, os we havenot-discussed and agreed on any

revised rate,
Kindly be quided accordingly.

Regards
Govind.”

Page 5
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The above and the enclosed correspondence clearly establish that MIAL indeed
charges for use of the x-ray.screening machines. Hence it is odd: that they maintain
before a quasi judicial regulatory authority in an official submission that they do not
do so. It would be up to AERA to take a stand.on such representations of MIAL,

We are extracting below a copy of the Involce raised by MIAL In September, 2012
which clearly establishes certain facts.

Mumba! International Airport Pt Lid, GVI{'-’
Finance & Accounts Deparment,] tUFloor. Temtinal 1B.CSIA Santacruz{E), Mumbai 400 089, Ingia
Tel.: +81 22 66252200{B} i GO850G DRSOG4 - 1(ﬂ} Fax: +01 22 88E506E2 Web. : wwincsia.in

PARTY RER /SUST.CD., DUEDATE  : 17,10.2012
Express Industty Council O india
Aaheja Vikar,
Off.Chandiwall Form Road,
Powai
Murnbai 400072
AEVENUE SHARE. FORTHE PERICD FADM 01.08.2012 To 30.08,2084%
DEVAILS. " sAvES BENT
pe1 K of ( Rule 4 - Forsign aitines'}
per K4 of. H Rule § - Cargo service conter §
| per kG sf. 3 { Rukg B - It alrways)
Total Sales Ront
Minlmum Rant REDACTED
Enlnm- Rant i
Bervice Tex 9 12'%
Education Cass Tax @ 2 % on aervha Tax
| Higher Ed. Ceso Tex. B 1 % bn Senlge Tk
Total

mworas v): REDACTED

PAN NC.: ABECME285C For Mumbal iternattart
SERVIOE TAX MO AAEEME20GCETI01  Alrport Services BitpontF, Lt
NE.t FAavenus abare: lew muctbe pald by 10ih of every month failing which interest & 18%

per anntn wikbe chaged.

2. Chexue should ba-niade.ir tavour.of Mumbdl-Injermatlaned. Alrport. Py, Lid,
3. No sutsiation cheques wil ba antspled

4 E&OR _Authaniser Sionalny

N

The above Invoice clearly establishes the followlng:

1, That MIAL is charging EICI for use of the x-ray machines at the rate of Rs 3,25
per kg which EICI collects from its users and pays.

e e e e e a——————————— Page 6 —
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2. That the above rates are much higher than what is charged by MIAL at the.
cargo terminal.

3. That MIAL charges lower rates atthe cargo terminal i,e. Rs 1.38 per kg and
Rs 1.70 per kg for the use of the x-ray machines for which it 35 'seek'ing
approval fram AERA in. It$ MY'TP sobmission as extractéd helow, howeverit
now takes the stand that even though it is ¢charging more than twice that sum
and in the First Regulatory Control perlod has charged as much s Rs 6.00-per
kg which has been paid by users under protest, they now maintain that the
current charges may-not be regulated by AERA as they should now be treated
as infrastructure as the machinesare in the courier/express terminal.

4. That the fact that what MIAL providing x-ray machines is a service Is
established by the fact that tliey are charging service tax on it and ara
depositing it under the head of'Airport Services,

5. The invoice also shows differential pricmg and lack of clarity as dliferent
shipménts carried an board different:alrlines-are tharged at different.rgtes
ranging from Rs Z.60 pér kg to' Rs 3.25-per kg,

The extract of the MIAL MYTP proposal which clearly seeks: approval for s-ray
charges Is reproduced below and wlilch ¢learly evidences that x-ray charges are
subject to AERA control and ironically-are lower than what they are chargrng users
at the Express Terminal;

Sehmdulaatohinrges
{ Estopive Kot Lut- Ay il 2005}
- I - 1 -“l .
‘it LT
P P I
““’wwmunm ““1- Tl Moty GO |
[Eoma e B
REDACTED
Kot {pec T
TERTATIUT Wt CpsrpV e |
clisably pordWe). swepur RE
3 ) | P PR s M e ey m DA 7|
et
E iryiom chisikies naniicalily ver e . | i ED ]
12 [Eapnat :M¢Wm“ gl RApOEiBd ages | miheaon, chargs-§paiRatir per APVAT

We have several other communications with MIAL which establish the above and
can he provided In case AERA so desires,

- -~ Page?7
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In concluslani-we wish to submit that the charges levied by MIAL whith have begn
correctly mentioned In our MYTR submisslon be approved by AERA by asking MIAL to
include the x-ray screening charges in their own MYTP submiission. It is also
submitted that EICI being an industry body had no say in the fixatlon of chargas
and on account of MIALs dominant position and fusther glvén that nip obllgagion
has been cast on MIAL under OMDA, we were left with no optlon hutto aceeps the
directlons of the alrport operator l.e. MIAL.

We trust the apove clarifies the correct factual pogsitlon and our MYTP proposal for
Mumbai wiil be approved without any further delay.

Thanking you,

Yoaurs sincerely,
For Exprass Industry-Council of India

Ao :
el ct

Vijay Kumar
Chief Operating Officer




Raheja Vihar,

Oiff.Chandiwall Fari Road,

Powal

400072 Mumbal
REVENUE SHARE FOR THE PERIOD FRO 0042010 TOB0,045010

| - RETAILS . S
per KG of +( Ruls 1 - Foreign siflines )
per KG of “{ Rule 2 - Caigo: sarma GENtEr)

P KGef  u{Ruled-del ditways) ) . i '
Total Sales Bant - o ' .| REDACTED
Minimum Rant - . e——

o Balance Remt o e SR PR
?rServfce Tex @ 10%
Educatlon Cess Tax @ 2% on Servlce Tax

. O - Andnerl-Kurid Road ;1Andhan {East), Kumbal 400 089,

B/

g . Aiidress for cbrrasp@ndeﬁce; 2ﬁd Ftntﬁ. @ariéératé ﬂeﬁtra. @pp HEENITS,

Tei (Direct): 6671 3639!66 46?0;‘ abyd 4626Faxn(@22; 86?1 4611

r;)‘uﬁ\!:wﬁ ; 09:05:2010

Express Induatry Council Of indlia

gt et e Cand T N

inWords (Rs}: REDACTED

B et Ly T PRy YN =R LN e i et s il i

PAN NO.: AAECMB2BSC
SERVICE TAX NO.: Mﬁcmszascsmnf Alﬁﬁmn‘r SEHWE:ES

N.B.1. Revenus shars feo. must be: paidby 1§1me ave{‘y rmamh Taﬂ'hg whreh Inrerast @ 18%
per annum will be chasged. '
2. Chegue should be made in tavour of MUMBAL mfrsam’nanm. AIHPQRT PVT.LTD; |

3. No-outstation theques will be- acéepwu.

4. £50.8. . B | ROTRERED SIENATORY
Plegse (atum thia poruon with yot(r payment n ramr at: MUMBN INTEBNMI(‘JNAL AIRP@BT PW. I..Tﬂ cm EE FILLEEI W mﬁﬁj

DATE : 35,04:2010]

] R
" El
P
P
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"INVOICE N
DATE : 17,07.2010

7006005863

DUE DATE  :26.07.2010

Express Industry Council Of India
Faheja Vihar, §¢J, Crygil e
Off.Chandiwali Farm Road,

Powai
Mumbai 400072
IEVENUE SHARE FOR THE PERIOD FROM 01,06,2010 TO 39:06.*20‘50
_DETAILS SALESHENT |
per KG of ( Aule 4 - Foreign airdlnas ) ' -
per KG of . { Rule 5 - Cargo.service-center )
par KG of . {Ruis 6 - Jet airways) . -
Total Sales Rent .
MinimurnrHent --—— - - - JE— e e REDACTED
3alance Rent . - i
arvice Tax @ 10% - T T T =
Iducation Cess Tax @ 2% on Service Tax
lighetr Ed. Cess Tax @ 1% on Sarvice Tax -
‘otal
' Words (Rs): "REDACTED
. = - AR it = e pearm— .
N NO.: AAECME285C _ ' L For Mumbal Intemational
RVICE TAX NO.: AAECM6285CST00T  Alrport Savicss

AlrpartP. Utd,

3.1. Revenua share fee must be pald by 101t-of every month faliing which irnterest. @ 18%

par annurn will be charged.
2. Cheque should bs mads in favour of Mumbal Intarnational Alrport Py Ltd.
3. No eutstation chegues wilkbe accepled, ~— = — s o

4. E.&D.E.

s return this portlon with your payment In favour of Mumbal International Alrpoit Pyi. Ltd, (TQ-BE FILLED BY. PAYEE)

e — e, TR AR T T AT, S A e S T A e ST, sl M0t g T S . T e s S ST el

Autharised Signatory

v ey T Y PP




Mumbai International Alrpart Pvtltd-

O Finance & Accounts Depariment, 15t Floos, Terminal 18, CSU!. Santaceut (B), Mumbal 400'099, Iridia
Tel.: +91 22 66852200 (B), 65850614 / 66850641(D) - Fax:+3) 22 G6BS0652 « Web : ww.cstain

3 T N ' i Ty
DATE 58,41,2010
DUE DATE  102:12,2010

Express Industry Council Of India

Raheja Vihar,
Off. Chandiwali Farm Road,
> Powai
Mumbai 400072
l o .
REVENUE SHARE FOR THE PERIOD FROM 01.10.2010 TO ,10.2090
| | ' DETAILS SALES-RENT
per KC of { Rule 4 - Foraign girlines )
per KG of { Rute 5 - Cargo sewvice center )
per KGof ( Rule 6 - Jet airways ) e
Total Sales Ront REDACTED

Minimum Rent
Balance Rent .

» Service Tax @ 10%
Education Cess Tax @ 2% on Service Tax
Higher Ed. Cess Tax @ 1% on Service Tax

Total

inWords {Rs): REDACTED

PAN NO.. AAECMB2356 ' "

SERVICE TAX NO.; ARECMB2B5GST001 _ Airport Seivives

For Mumhaf International
Alport Pyt L,

2. Cheque should be made In favour of Mumbal International Atrport Pvt, Lt
3. No outstafion cheques will bs accepted,

N.B.1. Revenue share fee must ba pald by 10th:of every-monith faifing which Interest.@ 18%

_ 4 ELAOFE . e - ot e o s e

- ey [

Please return this portlon with your payment in favour of Mumbal Intornational Alrport Pyt, Ltd. (TO BE FILLED BY PAYEE)

o TR Y et il i, Wl A, T LY ER W R Sy g S -'-—m——-"-—--m-n-‘-—-—-—u«-.J----.-—r
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Mumbai Int,e,rnat:iona‘_i Airport Pvt Ltd VN

2 Finance & Accounts Departmerit, 15t Floor, Terminal 1B, CSIA, Santatruz {E), Mumbal 400 089, india
Tel.: «91 22 66852200 [8). 66850619 { 66850641{D) - Fap: +9122 66850652 « Web: wwiv.csialn

- ;4. 0;3 2011
MPARTY REFJCUST.CO.; DUEDATE_::23:03.2011
Exprass industry Councll Of India
Raheja Vihar,

Off. Chandiwali Farm Road,
Powali

Mumbai 400072

|REVENUE SHARE FOR THE PERIOD FROM 01.02.2011 TO 28.02.:2011

DETAILS
per KG of ( Rulg 4 - Forelgn alriines )
por KG ¢ { Rule 5 - Cargo servite-cénter )
per KG of ( Rule 6 - Jjet dinvays ) ;
REDACTED

Total Sales Rent

Minimum Reant

Balance Rent

Service Tax @ 10%

Education Cess Tax @ 2% on Service Tax
Higher Ed. Cess Tax @ 1% on Service Tax,

Total

In Words (Rﬁ, H RE DACTED

PAN NO.: AAECMB285C - Far Mumbel frlernational
SERVICE TAX NO.: AAECMS245CST001 _ Alrport Servigss o AlbottPU. Lid.
N.B.1. Revenue share:fee must be paid By-10th of avery month falling-which Interast @13% y -
per annum will be charged. Lef bd’)(d;ba

2, Cheque should be made in favour of Mumlbial fnternatlonal Airport Pyt Litd. e

3. No outstation cheques will be accapted.

4 EROE Auftorised Sighatery |
Please raturn this portlon with your payment In favour of Mumbalinferational Alrport Fvt, Ltd. (TO BE FILLED BY PAYEE)

o
TR et g o, .
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O Mumbai lntamatranal Anrport Pvt Ltd

Flnance & Accounts Departrrient, Yst-Floor, Fenintnal 18, CHIA, Santacruz(€), Mumbal 400:038, Indla
Tel.: +91 22 66852200 (B), 66850519 / 66850641 (D} « Fax: +3122 6EB50652 « Web e cHla

i
PARTY CODE : 5000025

NG 00007508
: 13 072011

m, IPARTY REF./CUST.CO.: 5‘2 DUE D"ATE 1 27.67.2011
| Express Industry Council dia ‘
Raheja Vihar, %«Qg‘ (en br ¢
Off. Chandlwall?brm
Powai
Murnbai 400072
REVENUE SHARE FOR THE PERIOD FROM.01.08.2011 TO 30.06:2011
nEmLs e ) . |_..SALES RENT
per KG of " Rule 4 - Foraign alrines } '
per KG of . *( Rule 5 - Cargo service center } _ '
perKGof (RuleG-Jetalways) . .. .. J
Total Sales Rent I y
Minimum Rant ' | REDACTED
Balance Rent ' ‘]
m, | Service Tax @ 10% : f
"] Education Cess Tax @ 2% on Senrice Tax
Higher Ed, Cess Tax @ 1% on Servigg Tax I X
Total . . . ) | - A,

in Words (Rs): REDACTED

PAN NO.. AAECM6285C il ' For Mombai [nternational
SERVICE TAX.NQ.: AAECMG286¢ = g - e e Sttt I .L"ﬁﬂ'ﬂﬂwp\‘t_-fmf“ ------ -
N.B.1. Revenue shars fee must ba pald by 10th of avery month falllng which 1nterast @ 18%
per annum will be charged, w LA
2. Cheque should be mada in faveur of Mumbal Intérmational Alkpoit PYL. Ltd, : A ahiatid g
3. No outstation cheques wiltbe accepted. e
4.ELOE - . : _ | authoised Signatary

Plgase return this pomon with your paymonl in favour of Mumbal Internatfonal Alrport-Pyt. Ltd, (YO BE FILLED BY PAYEE)

e e —— T L B i 2 e AL - [T R
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| Mumhai mﬂﬁmatmnal Afrp@rt Pvt lfg.kd )

Finance & Accounts Departiment, - st Floor, Termlnal 18, CSHA, Santatrur(E), Mumbal 400099, Tidia
Tel ; +51 Mﬁﬁﬁﬁzm@} [ 35 619 668505 %{D} ' Fax:+9]

‘CODE : 5000025

2»2'\65850552 Web T WWWLLSIan

:22,14.2099

*H100015204"

T |PARTY REF./JCUST.CD.: ; 04 ;.1-.-_‘2_—-!5!‘._%3
" Express Industry Council Of India
Rahgja Vihar,
Off.Chandiwall Farm Road,
Powai
Mumbai 400072
REVENUE SHARE FOR THE PERIOD FROM 01.10.2011 TO 31.10.2011
_ DETAILS LBALES RENT
per KG aof ! Rule 4 - Forelgn-alrines:)
per KG of . Rule 5 - Cargn seivice uenter )
per KG of (Rule 8- Jatalrways )
Total Sales Rent REDACTED
Minimum Rant | :
Balance Rent _ . —
v [Service Tax @ 10%
Education Cess Tax @ 2% on SeNfGa Tax
| Higher Ed. CessTax@*l%gnServjcequ . i
Total _ - o . o o
n Words (RS) : RE DACTED

’_AN NO.: MECMEZ‘SSC

) .g‘r Aol Iﬁt’emati‘onal

SERVICE TAX NO.: AAECMB285C8T001 Alrport Sotvices Alrport Put, Lid.
N.B.1. Revanue share foe must be paid by 10th-of every tonth faling which Interast@ 18%
per annum will be charged. G]‘M} Uos
2. Cheque should be made in favour of Mumbat international Alrport:Pvt, Lid. TR _
3. Nooutstatlon cheguss will be accepted. e .
4 ESQE — Authorised Sigriatory”

Jr—

Pleasa retuin this portion with yeur payment In favour of Mumbal Internatfonal Alrport Pvt. Lid, (TQ BE FILLED BY PAYEE)

S P .
e
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o e P Hery A AT ORI P OTT PV LG E :
0O Finance & Accounts Departrﬂenf.ISlFﬁQ{ vTém'dnﬁNB.CSlA.Sﬁritacruz () Mumbal 460:000, lndia " oL
Tel. +8) 2266852200 (B). 5&50519%6350541{0) Fax: +91 2266380652 + Web.: www.csialn .
DATE 1 07.03:2012 Y
PARTY REF.fCUST.CD.; : 3 DUEDATE _ 18082012 .

Exprass Industry Council Of India :
}| RahefaVihar, . B
Off.Chandiwall Farm Road, SR
Powal ; L]

Mumbai 400072

REVENUE SHARE FOR THE PERIOD FROM 01.02:2012 TO 29.02.:2012
, DETAILS N - Mﬂ EEHT
per KG of ( Rule 4 - Foralgn airlings.)
i perKGof { Rule 5 - Cargo sefvice center }
per KG of ( Rule & - Jet airways ) : .
Total Sales Rent REDACTED
Minimum Rent
Balance Rent .
Service Tax @ 10% .

Educatidn Cess Tax @ 2% on Sarvice Tax
Higher Ed. Cess Tax €0 1% on Seyvice Tax_

B | Totat j T o

in Words (Rs) : REDACTED

PAN NO.: AAECM6285C ‘ _ o [For Mwﬁbai lntemaiional
: 1 B ) ‘6! iark Pyt L.
N.B.1. Ravenue share fea must be paid by 10th of every month falllrfg wl.'llch Tatsrest @ 18% )
per annum will ba charged, : "l oy
2. Cheque should be made in favour ofMunibal International Airport Pvt. Ltd. a}uu’\
[ 3. Nooutstation chequias will be accaptadr ’
e o . oo 1 1. “ﬁl‘- i o — —— :‘“ii‘m -
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REVENUE SHARE FOR THE PERIOD FROM:01,05.2012 TO 31.05:2012
DETAILS . _gﬁhEﬁ‘BEN{T
por KG of “( Rula 4 - Foreigh-alrlings ) o
per KG of. { Rula 5.- Cargo sesvice center)
perKGof .. ...... (Rule & - Jetairways ) I
Total Sales Rent { REDACTED
Minimum Rent ) 1 .
Balance Rent ;
- Service Tax @ 12 % 1
Education Cess Tax @ 2 % on. Service Tax
 Higher £d, Cess Tax @_1 % on Service Tax
Total

',,%PARTY REF /CUST.CD.:

0 Mumbal Iﬁ%ernattonal il‘P‘bl‘tWt Ctd”

Flnance & Accounts Departmient, 15t Flpor, Terminal 18, CSIA, Santatru?,,(E) Mumbai 400 099;

i
PARTY CODE : 6000025

DATE

Tef.: +91 22 66852200 IB). 66850619 £ 66850541(D) - Fax: 81 22 66850652 + Web : L WWWLGSTa.In -

_DUEDATE _:15.062012

R

Indla

L, ueamz

Express Industry Councld?und!a
Rahela Vihar, To\

Of Chandiwali Farm R

Powal

Mumbal 400072

In Wards {Rs) : REDACTED

PAN NO AAECMB285G
SERVICE TAX NO.; AAECMB285CST001  Alrport Sowieqs

For Murbai Intarnationald

Alrport Pyt Ltd,

N.B.1. Revenue shars feo must be pald by T0th-dFavery mahth faling Which interest @ 18%
per annum will be charged.

2. Cheque should be mads in favour of Mumbal International Alrport:Pyt, Ltd.

3. No outstation cheques will be aeeepted

4 EROE .,

i
i

e T e e R
~
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1
! Mumbai International Airport PvtLtd GV
: Finance & Accounts Departient,1st Floor, Terminal 1B;Q;5[ﬁ,.8qnlacpu;(§}.l Mumbai 400 09\9;Indi’a:

Tel.: +91 22 66852200(B),66850619/66850641(D) Fax: +91 22.66850652 Wet wwwiisia,in
S ) AR T
PARTY CODE : 5000025 IN ENO. 1 1200025208

DATE : 07.02.2013
PARTY REF./JCUST.CD.: DUE DATE  ; 21.02.2013
Express Industry Councll Of India )
Rahsja Vihar,
Oftf.Chandiwali Farm Road,
Powai
Mumbai 400072
REVENUE SHARE FOR THE PERIOD FROM 01.01.2013 TO 31:.01.2013
DETAILS' _ . SALES,RENT
per KG of { Rule 4 - Foreign airlines )
per KG of ( Rule 5 - Cargo service center )
per KG of { Rule 6 - Jel girways ) - : i
Total Sales Rent
Minfmum Rent REDACTED
Balance Rent
Service Tax @ 12 %
- | Education Cess Tax @ 2 % on Service Tax
| Higher Ed. Cess Tax @ 1% on Service Tax
Total
In Words (Rs) : REDACTED
PAN NO.; AAECM6285C ‘For Mumbai Intermational
SERVICE TAX NO.: AAECM6G285CST001  Alrporb Services . J. Alrport: Pt Lid,
N.B.1. Revenue share fea must be paid within due daia-failing which interest @ 18% '
per annum will be charged. .
2. Chegue should be made in favour of Mumbal initernational Alrport Pvt. Ltd. : ZLJM/
3. No cutstatien chegues will beaecepled. _ i
4 EROE —1-Authorised Signatory
***** This is a computer generated invoicehence requires no signaturg **+*
Please return this portion wilth your payment In favour of Muriibal International Alrpart Pvt. Ltd, (TO BE FILLED BY PAYEE}
Invoice No. 1200023299 Gross Amount of &l T RS. pER ACTEM
Date 07.02.2013 Less: Deductions: REDACTED
Party Coda 5000025 1) Incoma Tax deducted@ {-) Rs,
Name Express Industry Council Of  2) Others {-) Bs.
Amount paid by Cheque Rs.
Cheque No.: Date:
Bank Name: Signature

— Ragd. Office:
T Murnbal Internstional Alrpart Pvi Lid,
(A}?:w’/ CHhhathat* Sh‘“-‘*rf‘ 18t Floor, Tarminal 1B,CSIA,
i L*mef“""’\w'“"o ¥ Sanlacruz(E),Mumbat 400 093 India
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FICINCT/163
20th April 2010

Users of the EICI Export Terminal, Mumbai

X-Ray Sereening Chayges for Export

We have reviewed the X-Ray Screening charges and would like to inform you that the X-
Ray Screening charge for Exports at EICI Express Tenminal have been revised and would
be i Rs, 1.75 per kg. This is on account of EICI having installed its own X-Ray

Machines,

For EXP,R;ESS INDUSTRY COUNCIL. OF INDJA

VIJAY K
CHILF OPERATING OFFICER

Ioaopress Tndustey Couneil of Indiu
S0, Cryxiad Cenire, Rahags Vinar,
O Uhandivali Fasrn Road, Poveai, Mumbai - 406072,
Lol w21 224057 11T Tax 490 224057 1100 wwaveicnndig org
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MIAL/CFOfa65
February 19, 2013

The Secretary,

Airports Economic Regulatory Authority of India,
AERA Bullding, Administrative Complex,
Safdarjung Airport, New Delhi— 110 003.

Dear Madam,

Sub: - Multi Year Tariff Proposal and Annual Tariff Proposals submitted by Express Industry
Council of India for praviding Caurier Handling Services at Carge Terminal, CSl Airport,

Mumbai

Ref: - AERA D.0.No. AERA/20010/MYTP/EICI/C/Mum/2011-12 dated 23,11,2012
MIAL’s letter no. MIAL/CFO/377 dated 06.12.2012
AERA Order na. 32/2012-13 dated 15.01.2013
AERA’s letter no. AERA/20010/MYTP/EICI/C/Mum/2011-12/3093 dated 23.01.2013

With reference to the above, Authority had asked MIAL to provide details of third party
independent service providers providing X-ray service in respect of Cargo Facility at CS| Airport,
Mumbai. Please find enclosed Annexure 1 for the same.

Further with respect to letter from EICI dated December 17, 2012 addressed to AERA, MIAL
would like to re-iterate that, it has given a concession to EICE on BOT basis to construct and
operate an integrated courier terminal facility for processing of export and import Express
Courier and has also provided infrastructure facilities to EICI for X-ray and no services are being
provided by MIAL to either EIC! or the end users. Refer Annexure 2 for chronology of events of
courier operations at CSIA. It may also be noted that no personnel is engaged [ deployed by
MIAL for the above X-Ray infrastructure since MIAL is not authorized by BCAS to provide this

X-ray services is engapged either by EIC|, Airlines or
Regulated Agent and not by MIAL Accordingly, it is EICI, as a concessioner, should seek
approval for such charges and not MiIAL, We fail to understand how MIAL could provide any
service related to x-ray screening of couriers when it has not engaged a single person for the
same. MIAL would like to further clarify the comments made by EICI as under:

2

Mumbal International Alrport Pvt Ltd
Chhatrapati Shivaji intemnationai Aimort
1st Flaor, Terminal 1B, Santacruz (E). Mumbal 400 099, India REALTY

T +9122 6685 2200 F +91 22 GGBS 2059 HOSPITALITY
WIvW.C5la.in LIFE SCUE NCES

L
M/) ENERGY
— ARPORTS
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1. EICI has quoted selectively some of the e-mails exchanged earlier with them. While EIC| has
quoted the e-mail response of MIAL, it has not referred to its e-mails. We would like to
reproduce an e-mail dated May 3, 2010, in which EICI itseif has accepted the fact that it has
been paying for machine usage charges which means it is not for providing any x-ray
screening services. Reference e-mail is reproduced below:

“From: Vijay Kumar [mailto:vijay@eiclindia.org]
Sent: Monday, May 03, 2010 10:28 AM

To: Govindarajan K

Subject: RE: Xray Machines at EIC| Express Terminal

Dear Govind,

Kindly note that we had taken the decision to install the screening machines based on the
requirement of our users and in order to ensure the industry gets a mandatory regulatory
service at reasonable rates. They have been paying very high machine usage charges and
with the instailation of our own machines we had communicated to the trade that the rates
would Rs1.75/kqg (on par with Mumbai cargo rates).

Since we would not be using the X ray machines which were installed by AAl, we would not
be in a position to moke any poyments to MIAL for the same.

Regards,
Vijay”

2. EIC! has enclosed a copy of MIAL invoice mentioning that this fact can be verified from the
invoices that MIAL is providing services for X-ray screening. This is completely wrong. The
invoice raised by MIAL very clearly states that it is for the revenue share payable by EICland
nowhere mentions that it is towards courier x-ray screening servicas. Further, neither we
are aware nor we are privy to the contract what EICI has with its various users for charges
regarding x-ray screening. We have never told EICI to charge only Rs. 3.25 per kilogram to
its users for x-ray screening. It is a sole decision of EICI to charge same rate what it is liable
to pay MIAL for use of this infrastructure facility and not to charge more. Mode of
calculation of charge cannot change the fundamental nature of the charge.

g 2

ENERCGY
Mumbai i Pvt Ltd ARPOITS
umbai internaticnal Alrport Pvt Lt
Chhatrapati Shivali International Airport TRANSPQ RTATION
1st Floor, Terminal 1B, Santacruz {E), Mumbai 400 099, India REAETY

T+91 22 66852200 F +91 22 GHRS 2059 HOSFIALITY
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Further, we have been given to understood that EICI is billing to the end customers for the
X-ray charges which can be independently verified by Authority from the invoices being
issued by EICI.

EIC! has mentioned about differential charges for x-ray screening which is being charged by
MIAL at its cargo terminal viz-a-viz charges from EICI. EICI's contention that discriminatory
x-ray changes are being levied is factually incorrect. We would like to mention as follows:

At EIC) facility, MIAL has provided the infrastructure, while X-ray procedures are being
undertaken by airlines or their appointed regulated agent. MIAL is charging towards use of
infrastructure while in case of cargo MIAL is providing X-ray services through its own
Regulated Agent and accordingly is charging for the same. Hence, there is no discrimination
as alleged by EICL. Facts are different in both the cases, While in case of charges from EIC! it
is towards providing infrastructure while in another case it is for providing X-ray services
through Regulated Agent.

Express freight being a highly time bound product compared to air freight, it is always
considered as a separate business, though the mode of transport remains the same as of air
freight. Due to the very definition of the product, express freight requires a completely
different set of handling requirement as it involves huge amount of consolidation and
requires strict timelines for delivery. Therefore express product is considered a separate
business globally by regulatars and the operators as from the traditional air freight. Express
freight is priced at premium by the operators compared to the traditional air freight and the
price variation is applicable in totality and not limited to any of a specific handling activity.
Listed below are some of the reasons due to which, price charged for express freight is
higher, compared to normal cargo.

a} Time-bound handling

b) Dedicated handiing

¢} Round the clock services

d} High value of shipments

e) Highly effective and time consuming screening activity

f} Highly sophisticated infrastructure and automation

g) Highly qualified and skilled staff

h) Tedious handling requirements due to huge amount of consolidations, small packages
and iot of documentation '

i} Real-time and reliable tracking

Nz . .

e ENERGY

Mumbal ! 1 Al Pwt Ltd AIRPORTS

umbal International Alrport Pvt

Chhatrapath Shivajl International Alrpart TRANSHO RTATION
1st Floor, Terminal 18, Santacruz {E), Mumbal 400 059, India REALTY

T +91 22 6685 2200 F +31 22 6685 2059 HOSPITal_ITY
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i} Huge investments in the form of automation, T, bar-coding, tracking and security
arrangements

k) Door to Door services

I} Effective supply chain dwell times (Express Freight= 1-2 days, Air Freight= 4-5 days)

m) Effective handling dwell times{ Acceptance cut off[Express Freight= D-1 Hr, Air Freight=
D-6 Hrl, Clearance Dwell time[Express Freight= 4 to & hours, Air Freight=6 to 7 days])

n} Same day clearance {Express Freight= 80%, Air Freight = 40%)

o) Faster regulatory clearance through prior assessments and online filings

EICl's contention about MIAL charging service tax under the airport services is irrelevant
and does not lead to provision of x-ray service by MIAL. At airport, service tax is paid under
umbrella of airport service which also includes land lease rentals, space lease rentals and
obviously infrastructure charges. EICI, without a valid reasan, is unnecessarily trying to
prove a wrong contention through irrelevant arguments.

. The different rates of Rs. 2.60 per kilogram and Rs. 3.25 per kilogram referred by EIC! is very
well known to it which is purely depending upon the fact whether the services are provided
by EICI/Airlines directly or through a Regulated Agent.

Reference to Rules such as 4, 5, 6, is only an internal reference of MIAL in the SAP to
categorize whether billing is related to foreign airlines / domestic airlines and whether
these services are provided by EIC) directly or through a Regulated Agent etc.

Further, during the course of meeting with Authority dated 14.02,2013, Authority had asked
MIAL to explain the process of X-ray screening in ¢ase of cargo operations. X-ray screening
in cargo is either done by Airlines itself or by the Regulated Agent appointed by MIAL i.e.
Globai Airport and Ground Services Pvt. Ltd {Global). MIAL has permitted Global to use the
Security Infrastructure of MIAL to provide services to aircraft operators as Regulated Agent.
Global is acting as MIAL's authorized service provider and performing X-ray services only for
MIAL’s customers, Global would carvy out its activities strictly in accordance of the
directions, instructions and requirements of MIAUs authorized representatives, as per
clause 4.1{i) of attached agreement with Global {(Annexure 3). Authority is requested to
redact and not to make%ﬂagreement with Global pubiic due to sensitive commercial
information contained therein.

Mumbal Int lonal Alrport Pvt Ltd MRPOLTS

embai Internatlon. rpo

Chhatrapatl Shivajl Intermational Afrpont TRANSpo RTATION
st Floor, Terrminal 1B, Santacruz (E), Mumbal 400 029, Indla REALTY

T +91 22 6665 2200 F +01 22 6685 2089 HOSPITAL ITY
wWWw.cslain LIFE S{EMNCES
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8. It may be noted that, Authority in its Order No. 32 dated 15.01.2013 has clearly mentioned
that once an aeronautical activity is concessioned out completely by the Airport operator,
then the same would become non-aeronautical in the hands of airport operator. The
Authority would then regulate the services of independent service provider. For eg. MIAL
has concessioned out its Ground Handling services to Celebi Nas Airport Services India
Private Limited and Cambata Aviation Private Limited {Ground Handlers). Therefore, the
Authority is regulating the services of Ground Handlers and approving their tariffs. Similarly,
for courier services, MIAL has concessioned out the entire operations to EIC! and
accordingly EICI should get the approval of charges from the Autharity. A flowchart showing
the sequence of events in case of courier X-ray services is enclosed as Annexure 4.

From the above it is absolutely clear that MIAL is not providing courier x-ray screening services
and has only provided infrastructure for x-ray screening by EICI / Airlines or Regulated Agent
who are alone subject to regulation for this service and not MIAL. )

Thanking you,

Yours sincerely,
umbai International Airport Pvt. Ltd.

<

Vinod Hiran
CFO & Company Secretary

Encl: As Above

e S
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Mumbal | 1 Al Pyt Led MRPORTS
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Chhatrapat] Shivaji lnternational Alrport TRANSPO RTATION
st Fleor, Terminal 1B, Santacruz (E), Mumbai 400 099, India REALTY
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Annexure 1

Mumbal International Airport Pvt, Ltd.

=101~

List of Third Party Service Praviders providing X-ray service at CSl Airport, Mumbai

No.

| Agency Name

| Address

—| Contact No

Cargo Terminal Operators

1.

I National Aviation Company of India Ltd.

Transport Complex . Building,
First Floor, CSI Airport, Ville
Parle (F), Mumbai ~ 400 099

26156788

Express Industry Council of India

501, Crystal Centre, Raheja
Vihar, Off. Chandivali Farm
Road, Powai, Mumbai - 400 G72

40571111

Cargo Service Centre India

Limited

Private

B-201, Polaris, Off Marol
Maroshi Road, Maral, Andheri

(E), Mumbai — 400 059

40433900
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Annexure 2

Chronology of events for Courier screening at CSIA

1.

woN

® N v s

AA) was charging EICI Rs 6 per kg for Courier X ray screening,

MIAL took over from AAl in year 2006 and continued the same charges.

An agreement was signed between MIAL & EICI to start integrated courier terminal for
processing both Export & Import courier on BOT basis.

The facility was started from 01.03.2010

EICI installed their own X ray machines and stop paying charges to MIAL wef 19.04.2010,

There was no payment done by EICI for period 19.04.10 to 31.05.2010

Subseguent discussions were done between MIAL & EICI,

MIAL reimbursed the cost of X machines to EICI on the condition that EICI will continue revenue
sharing with MIAL.

The billing started from 01.06.10 with the revised rate Rs 3.25 per kg which was agreed between
both the parties,




Annexure 4

Flowchart showing the sequence of events In case of courier X-ray services

2=

—\28-~

Courier operations from end to
end handled by EICI

¢ .

Xray screening performed by
EICI/ Airlines/ Regulated Agent

4

EICI ralses Invoices to the end

_customers based on its service

agreement with them

:

EIC! sends details of tonnage
handeled by EICI/ Airlines/
Regulated Agent during the

-month to MIAL

¢

MIAL ralses invoice to EICI for
infrastructure usage based on
tonnage handled

¥
LY

29
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MIAL/CFO/507
March 18, 2013

The Secretary,

Airports Econamic Regulatory Authority of India,
AERA Building, Administrative Complex,
Safdarjung Airport, New Delhi— 110 003.

Dear Madam,

Sub: - Multi Year Tariff Proposal and Annual Tariff Proposals submitted by Express Industry Council
of India for providing Courier Handling Services at Carga Terminal, CSl Airport, Mumbai

Ref:- AERA D.0O.No. AERA/20010/MYTP/EICI/C/Mum/2011-12 dated 23,11,2012
MIAL's letter no. MIAL/CFO /377 dated 06,12.2012
AERA Order no. 32/2012-13 dated 15.01.2013
AERA’s letter no. AERA/20010/MYTP/EICI/C/Mum/2011-12/3093 dated 23.01.2013
MIAL’s letter no. MIAL/CFO/465 dated 19.02.13
AERA’s letter no. AERA/20010/MYTP/EICI/C/Mum/2011-12/Vol-1/3477 dated 11.03.2013

With reference to the above, Authority had asked MIAL to provide details regarding who is providing the
X-ray screening services at the courler terminai at CSI Airport, Mumbai and copies of relevant
agreements / communications, if any.

MIAL would Ilke to re-iterate that, it has given a concession to EICI on BOT basis to construct and
operate an integrated courier terminal facility for processing of export and import Express Courier and
has also provided infrastructure facilities to EICI for x-ray and no services are being pravided by MiALto
either EICI or the end users. It may also be noted that no personnel is engaged / deployed by MIAL for

the above x-ray infrastructure. Required manpower for providing x-ray services Is engaged either hv
EICL, Airlines or Regulated Agent and not by MIAL, Accordingly, it is EICI, as a concessloner, should seek

approval for such charges and not MIAL, We fail to understand how MIAL could provide any service
related to x-ray screening of couriers when it has not engaged a single person for the same.

In this regard, please find enclosed the following:
1. Copy of lettar dated 11.,12,2008 {Annexure 1) duly signed by EiCl confirming that it would pay
REDACTED pet ton of cargo to MIAL For usage of infrastructure_at Express Terminal. This amount
was subseguently reduced to REDACTEDper ton as per emails exchanged with EICI. Having agreed
specifically that it would pay for use of MIAL infrastructure It is totally wrong on EIC!'s part 10 say
now that it is towards providing screening services.

Mo g AIRPORIS
umbai International Airport Pvt Lt
Chhatrapati Shiva)i International Airport TRANS Py RTATION
1st Floor, Terminal 18, Santacruz (E), Murmnbai 400 059, India REALTY

HOSPITA ITY

T+9122 66852200 F +91 22 6685 2059
WAWW.CSIALIN
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2. Copy of agreement entered into by EICI with Turkish Airlines (Annexure 2)

a}

b)

c)

Clause 1.1.1 of the Agreement clearly states that EICt would provide the courier handling
services, Section 7-7.2.1(a) or (b), (1),(2),{3},(4},(5) under this clause is in relation to security and
screening of cargo services.

Copy of Annexure A to the Standard Ground Handling Agreement (SGHA) of 2004 as published
by IATA is enclosed as Annexure 3 {page 130] which clearly confirms that section 7.2.1 (a) or

{b)(2) refers to screening of cargo and or mail.

Clause 1.1.2.4 of the above Agreement clearly mentions that charges for servicas under Section
7.2.1{b) (2) & (3) will be paid by the carriers or their shipper directly to agency providing the
service at the rate specified by that agency from time to time. The fact that EICI is charging and
collecting x-ay screening charges directly from all airlines confirms that it is EICI which is

providing this service to airlines.

Ciause 2.5 of the above Agreement mentjons in clear terms that EICt has appointed CSC its sub-
contractor for providing cargo handling services but it shall be responsible for proper rendering
of cargo handling services as if they had been performed by EICI itself.

3. Copy of sample invoice raised by CSC an EIC| is enclosed as Annexure 4, which confirms that CSC is
providing screening services to airlines on behalf of EICI for which EICI is paying REDACTEer ton to
CSC and collecting RepacTELper ton from airlines for the same,

From the above it is clear that it Is EICl which is providing x-ray screening services to airllnes, may be
through CSC and collecting charges for the same directiy from airlines and paying to C5C its charges and
to MIAL for using its infrastructure at Express Terminal.

Thanking you,

Yours sincerely,
r Mumbal International Airport Pvt, Ltd,

/ﬁ"
Vinod Hiran
CFO & Company Secretary

Encl; AsAbgyve

e

Mumbal International Airpert Put Ltd
Chhatrapati Shivaji International Airport
1st Floor, Terminal 1B, Santacnuz (E), Murmbai 400055, India

T +81 22 6BB5 2200 F +91 22 6685 2059
wWwWwL.Csiain
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Mumbai International Airport Pvt Ltd

Dated: 11™ December08

To,

Mr. Vijay Kumar,

Chief Operating Officer,

Express Industry Council of india
Mumbai

Sub: Screening of Export express Cargo under Regulated Agent Status at Express
Terminal, Mumbai

Dear Mr. Vijay,

This is further to the discussion our president Mr. Rajeev Jain had with Mr. R. G. Panicker, CEQ,
Cargo Service Center India (CSC} with regard to the above subject.

Pursuant to the appoiniment of CSC as a Regulated Agent al Express Teminal, Chhatrapali
Shivaji Intt Airport, Mumbai intemational Ainport Limited (MIALY hereby appoints and authorizes
CSC to provide security screening of export cargo to all the airlines opersling at Express Tenminal
with effect from 1* Jan'09, alongwith Air india.

CSC shall sign a service agreament with the. individual Aldine customners and/or Express Ihdusiry
Councll of indla {EIC]) In order 16 providée the security screening semvices. For perferming the
security sereening services, CSE shall be paid REDACTED L. pear
ton of cargo sereened or physically examined, on a monthly basis, Lurrenty, mere is no servige
tax leviable on the screening services provided In réfation 1o Export. However, if the same (s
introduced in future, the same shall be charged additionally, Further, the said screening service
charges do not include any other taxes or levies payable lo any auihorities; and shall be charged
additionally if and when levied.

In order to simpiify administralive procedure, CSC shafl raise the monthly invoice to EIC! for the
said services rendered as per the specified charge.

‘For usage of MIAL Infrastructure at the Express Terminal, EICI shall pay REDACTED
REDACTED . per ton of cargo screened or physically examined to MIAL

plus taxes and levies as applicabla.

It is also made clear thal the risks arising out of performance of screening services shal totally rest
with CSC and EICI in their capacity as the Ragulated Agent and the Custadian of the Express
Terminal respectively. CSC and EIC! shall at all limes keep MIAL indemnified against any claims
mada by any enlity / entiies with respect lo screening services. CSC and EICI shall take
appropriate insurance (both statutory and otherwise) and shall submit copies of the policies to
MIAL by December 27", 2008.

Further, CSC shall also submit a copy each of the agreement/s entered by them with E!CI and the
other trade bodies (including airlines) availing screening servicas of CSC at the Express Temminal.

For-Mimbgf{ntemational Airport Pvt. Ltd., We hereby confirm the above arangements
b

Signatary Authorised Signatory Authorised Sig
CSC India [, Elct
*RGO SERVICE CEa'hﬁ (1 PVT L e Baress

Aul

c.c. Cargo Service Center ;
— CUE VE OFFICER / )
) chatwapati shivai (5\/"21

i ’ . * B2 8400 » Fax +91 222682 8401
Air Cargo Complex, Sahar Road, Andheri {East), Mumbai - 400 099 Tel +91 22 26
EPABX <971 22 2681 3211, 2681 1320, 2681 3806,2681 3394 - 24 2 7401 222602 8421 & 2681 3733
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CARGO SERVICE CENTER

To
Express Industial Council Of India
Accounts Department,
501, Grystal Centre, Raheja Vihar,
Chandivali Farm Road,
Mumbai - 400 072.

- 24~

Involce No :
Perlod :

lnvolee Date :
Service Tex No, :
PAN Na.:
Category :
Station

BCT/SCR/EXP/FEB12
01-FEB-13 TO 28-FEB-13
02-Mar-13 .
AAACCAS45MISTOO1
AAACC4845M

Alrporl Servicas

Mumbai

Senvice Description Quantity In kgs. Amount in Rs.
Courier Handling - Export Sereaning Chargas

Total { Excl.Taxes /Levy):

Service Tax on Export Services @ 12% REDACTED

Education Cess @ 2%
Secondary & Higher Educallon Cess @ 1%

For Cargo Service Center India Pui, Lt Total In our favour:

Aulhorised Signatory

Terms & Conditions ;

INR

Interast @ 14% per annum will be charged for payment made after 30 days of the blll dale.
Please pay by crossad chegue tavowing Cargo Service Canter Indla Pw. Lid., payable al Mumbai.

i T e
. LY

€




Annexure - VII
. . ’ -
‘ Express Industry

N = ¢ Council of India

€1 CI/ACCT/1209
19th March 2013

TheSecretary
Alrports Economic Regulatory Authority of India,
AERA Bullding, Administrative Complex,
Safdarjung Airport,

. New Delhi - 110003

Madam,

Sub: Multi Year Tariff Proposal and Annual Tariff Proposals-§ubmitted by Exﬁre’ésﬁ lndustry
Council of India for providing Courier Handling Services at Cargo Terminal, CSI Airport,
Mumbai

We are in receipt of your aforesald letter  bearing File  No.
AERA/20010/MYTP/EICI/C/Mum/2011-12/Vol-1/3478 dated 11 March 2013 which was received
by us just before closing hours an the evening of 15 March 2013, directing us to submit certain
further clarifications, based on a reply received by AERA from MIAL.

At the outset we wish to submit that the letter written by MIAL based on which clarifications
have been sought has not been provided to us. We request you to kindly forward us a scanned

copy by return email at my email id vijay@eiciindia.org to enable us to effectively respond and
place our submissions before you for an effective stake holder consultation process.

We also wish to submit that we have already submitted substantial written evidence on record
which leaves little room for ambiguity that MIAL is indeed the provider of the x-ray machine for
which it is charging a sum of Rs 2.60/ per kg to Rs 3.25 per kg which were provided to you in our
carlier letters dated 17" December 2012, 11" January 2013 and 18" February 2013 along with

copies of supporting documents,

We are however filing this brief reply and shall send a detailed response as soon as we receive
the correspondence with MIAL from you.

At the meeting referred to by you in your said letter, we had explained the reasons as to why
MIAL should be seeking the tariff approval for providing x-ray machines and while concluding
the meeting, no further documents were requested from us. At the meeting the following
issues and questions which were germane to the issue at hand i.e. MIAL and its role in charging
for x~-ray machines emerged for which MIAL had been asked to provide answers and which

included the following:

1. Whether the x-ray machines at EICl, Mumbai are owned by MIAL ¥
2. Whether these x-ray machines were purchased from EICI as MIAL did not permit EICI to

use its own x-ray machinesy

Express Industry Council Of India
501, Crystal Centre, Raheja Vihar,
Off, Chandivali Farm Road, Powai, Mumbai - 400 072,
Tel. 1 +91 22 4057 1111 Fax:+9122 4057 1100 www.eiciindia.org
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3. Why did MIAL not permit EICI to use its own machine when EICI was offering the use of
the machine to its users at the rate of Rs 1.75 per kg inclusive of the (a) use of the x-ray
machine and {b) the screening and operation of the x-ray machine and instead did not
permit EICI to offer these services on its own?

4. Why MIAL levied a charge for use of the x-ray machine at Rs 2.60 per kg for shipments
screened by CSC and a charge of Rs 3.25 per kg for shipments screened by users
engaging entities other than CSC i.e. by the alrlines themselves when EICI was wiiling to
offer the same service at Rs 1.75 per kg at a flat rate and in fact provided the services at
that rate for the period from 20 April, 2010 to 31 May, 20107

5. Isit true that MIAL appointed and authorized CSC to progvide screening i.e. operation of
the x-ray machine at EICI and was hence the one who appointed and authorized CSC
and also fixed the tariff for screening at Rs 650 per ton or Rs 0.65 per kg for screening
export cargo vide their letter dated December 11,2008

6. MIAL was required to explain that while their Invoices to EIC] are titled Revenue share
invoice, was it true that the revenue share was a misnomer and mis-representation as
the actual revenue retained by EICI was 0% and that taken by MIAL was 100%? Hence
how the same could be construed as a revenue share?

7. MIAL was also asked to explain certain references to Rule 4, Rule 5 and Rule & in their
Invoices which were cryptic?

8. MIAL was asked to explain how it could maintain that it was not the service provider of
x-ray machines when it was paying service tax as a servige provider and also mentioned
its service tax number on the Invoice which mentioned that the same was for
Aeronautical Services?

9. MIAL was also asked to explain why it was charging differential tariffs for the same
service i.e. provision of x-ray machines at the cargo terminal as compared to the EICI
terminal as it was charging Rs 1.75 per kg at the Cargo Terminal and Rs 3.25 per kg at
the EICI terminal?

10. Was the tariff for x-ray screening set by MIAL or by EICI?

11. If It was set by MIAL then how could EICI be expected to seek tariff approval for a tariff
that it had neither set nor had any control on nor it was permitted to offer to users
when MIAL itself was responsible for the same?

We are sure that MIAL would have provided answers to the above questions, however we
request you to kindly provide us a copy of the reply to understand why you deem the issue to
be inconclusive given the strong evidence on record which clearly establishes that MIAL is the
entity which is providing the x-ray machine and deciding the tariff for the use of the same. The
supporting documents which establish our stand have already been placed on record, however
we will file the same again once we know what specific issues need a clarification.
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W e hence most humbly and earnestly submit and request you to;

(a) Please take cognlzance of the fact that it Is now almost 2 years since we filed our
proposal and despite repeated pleas to AERA to approve our tariff at Mumbai, the same Is yet
to be approved even when we have requested that the tariff as filed excluding x-ray
screening be approved as It can be approved later, While MIAL does not stand to lose by this
delay EICI as an industry body is bleeding with every passing day and this fact has been
reiterated in almost every submission to AERA for the past 6 months. Hence we request that
our MYTP be approved without any further delay as it will be meaningless to approve the
tariff after most- of the control period has elapsed and will neither be falr on the users nor on

the service provider.

(b) Ensure that we are given an adequate opportunity to respond and clarify to ensure that
transparent and effective stakeholder consultation takes place and are provided a copy of the
answers to the questions and issues raised during the meeting with AERA as listed above.

{c} To give us an opportunity for persenal hearing in case any decision contrary to our stand
is taken as it appears that certain documents placed on record have not been considered?

We do hope that you will 'approve our tariff Inmediately for Mumbai excluding the x-ray
screening tariff as weill as the MYTP for Bengaluru which has also been pending now for a

while. '
Thanking you,

Yours sincerely,
For Express Industry Council of India

Vijay Kumar
Chief Operating Officer




Alrporits Boondnie Reguliforg Avnttority ol Tistlth,
. AERA Building, AUniTnistrative Comypstex,
.. -S"lfdftrlung Afiport
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Sub: Mulu Year Tarill Proposal and -Anpunl ’l’arifi' Proposals submitted: By
Express Tudustry Counetl of Indin for providing Cotiwfer H‘Smdling
Servicas at Cargo Torminal, O8I Airport, Minibal - veg:

Madam,

Tn furtheranee of onr letter dated 10T Wareh. 2018, BICI weuld like to dray gour kn;n:l
atiention to:the meed for: adorlmh of:i.nan- deeuim’inhfbry polisy vifth: re¥pedbite: igage
of equipment at airports ineluding Intersulia xsray mackines apdate bringrbout Jiarll:y
in ghaijgés Cor x-rhy sereening With the eatge Sharges tir ecordafiod with thie publis
policy in aecordance with. the Foreign Erpde Folioy tabfed oy Pal‘ﬁa];mm Y the
Commerce Niftilster.

We place on reeord for your refetence:and ravonl. the relevart tacmfents g dows:

the public.-poliey.

In 2030 the Bovemment-of India set up 4 Task Foree for implementingansasures to
redues trangastion sosts (h Indin’s exports, The Task Fowe on Prahsgaston Cost
comprising. a ‘Migh Level Commitiee was headed by the' MinlsteF &f Seate for
Commerse and hiad representatlon from: varlous Ministriss fnefutding fhe Ministey of
Civil Aviation, The Task Force was $6ét up to assess the procetuidl sost hased
bottlenecks affesting India’s exports and imports under the aegis of Minlstry of
Contimerce in 2009..

The rationale of setting by the-tagk force was swmmed up by the M-iiﬁst;a'r-feifgime for
Commeree in his. foreward to the.repost which.is.repreduced hereurider:.

“4.....00 Pask Force on Teansugtion Cost was conskipied by Mrnfsrry of
Commerae & Industry in Oatober 2009, The mandte-afthé Task Force
was to look dnte verlots dssues difesting the eompailifvenasns of erm
expdm, provide recominindiittons to ihg Govermmenténdithiedte a.ve¢ of

“expoptable” remedial peasures towards reduelng lateneles apdsogls
assegiated with trading acrpss borders.”

“8.....This profect has 2 clgar abitcomes. Rirst, to clearly idantlfp the
aomp!ete gamut of issues imvelved and ihe relevunt sest a&somtadwnfr
2agh dgswe. Secondly, from (e st of tssues so ideniifiol], eavgsts and
deliver 1o the trade-the masimum benefit possible across. dg fap ments on
the issues that can be resolved. Thas feorm this axerslys { glves e .
sense of rzccompe‘is!imen! that of the 44. Issues ldentifle;. we huve
achigved closyre on 23 Issues restilting in a beneflt BF approsinrely
Rs, 2100 Cr-in perpetuily to the stakeholler commiitnity,”
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‘The. reconimendlation Tor Minlstey of Civil Avintion: inelin)ell ‘s
dhravges Jevied by alvporls for x-ay -sereening hr Wit il
Warshouse ¥ates. The Monble Minfiter while tablivg, the e
indicated that the f5sue refolieg to ratfonaliziig _

Glvil Avidtien ltas'been ¢loséd and Implenignted: as Kigt
issues frplediented, henos airy taritiipproved diftstentialing
violate: the polisy.

Thie relevant recommendation af the Task Réport-is réproduced hereunder for ready
teferance:

“MINISTRY-DF CIVIL AVIATION
Issne -0 R-r:t{zjnaﬂzlrg,g{fah'aﬁgas Teviediby Aikporfoparatons

Probliid The doriptisory Xo Raps ehorgay <t Mupbah. Delhl, Chanral
express terntinals wee Bs. & per g op ggalnst B 0.8, per kg &t the Cargo
Terminals, The rent. ahargedery BEiVal.aitpors opératons iy Glde h{ghezf Thitr
the General Cargo-rites-vwithensiy soundiogic belingt Hedisseininatian

Supgesiton: The Task Forde revonterends that tlie rates baing shotged Ap
the dlport Operdiots honlit'be rutiviulige i, lie Wit Garepnr. G’hﬁ‘&b
Hareliouse rates”

Thtis yeport of the Task Forag which beémive . parf of° @‘ngpter & 0P the Pawejan
Trade Policy tabied In Pavbanent sBseivss that the Minlstes oG, Amat‘hn
had tesolved (ie-fgsie and bronglt-aboyd parity by ensoring ceduction: insthe
rates for x<vyy chnrg’es ‘foreggitgler- gy o brivg e At yaww:tlr the yates fop
x=ray sereening of gencral cargo.

The Workmg Group Report for-Air Carge Logisties-in lnd[a s6t upsuniler the aelsof
the Minisiry of €lvil. Aviation and. publishegd on 07082042, also-resommended the
requirement for ensuting that dlsseiminatory Ereatmphit wih respeet - (o vsage of
Cqitfpient af afyptrts mﬁludmg finto-ala onay eharges shoultd ot e puimlted,
_ The:relevant exttiet of the satas is.tepfodtced bersindeér fGiirendy pelkios:

8.5 Iriflgtiyes zwerzea!,ffo;n A ﬁrpaxrmconamz@ﬁegm:m@
_ Apthonlty:of India:
850 Nondlsortinungy trentment lo dll dsers

8.5.1.1 TCAQ Yrirelple rinivites nor-diseriminipty witanies for woceyy
and.ohanges {orint ageess: Bitscounts Qf 3% Iandg‘dg‘ chaitgesapplivalie
on domstic Si/hg&fx Jor prompt payment of airpofr c‘hngges e P;'oi
extended to Scheduled Cargd operalors. JMait. of e, i : g
inelading AL are sali to be praviding frelliles. reaing Ex feliveiy
conipgiifes wt-par Wi degty, frbe Shops 4 !ﬁgy mfe :aqwre 1 ’Uﬁdﬁt’g’a a
systens Q;" bidding Jor spacg rather than direct atligtinent, While suoh <
systery waild be considéred gppr Oprfa.'@fof ’ndn gerosuical felices, #
is I artan!-r appreclale the role of aly-express operatlons andiexpres.
cargo s whole beligsa key 4 defonanticaly (rc: Witicandnos dranglfiary
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com'inue.

It is accordingly requested that ABRA while approving the tariff for-x+ray screening
should ensure thst the same i§ . aceordiinge with the pablic pohay adopted by the
Government of Indiz in the Indian Pereign Trade Policy. (AERA. is:clearly requiredl to
exercise their dight and perform their stitutory duty as a Regulator to- regolats the.
tariff for x-ray screeming. foy coutiar express. shipments to bring them at pae-with the
rates of general cargo as per the piiblig-poliey and In the'public inferest,

We have already in our-subinissions c]emfly stated that we had implemented parity In
the cost of x-ray soreening at the courier:terminal by reducing rates-and:ma¥ing:them
at par with the rates at the cargo taeminal. A9 already explained doving ouf neerings

" and written submissions MIAL insisted on maintairiing higher rates for: cousler xsray

machine usage. As e have dlready exgilaied we- have 1o, contiol ayer these ritas
charged by MIAL. At the same time -we-also understand that ABRA. issstll deciding.
the approval of this taeiff and hence we deerued it'appropiiate-to Bring.this polivy 1o
your kind netice. The-same may Kindly be corsidered whils approvifig thestAtift.

We once again urge you o kindly expedite the approval of our taiiffs asthiy: progess
has been pending for 2 years now. We once again reiterate that in case the x.ray
sereeninig issue is:delaying the approval the same may be de-linked and-the testof the
tariff approved.

Thanking you,

Yours sincerely,
For Express Indugtry Council.of Indin;

Encl: :
1 Task Force Report.on Transicfion Costs
2 Foreign Trade Policy
3 Working Group Report-for Air Cargoe Logistics in India
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Task Force on Transaction Cost
in Exports

A Report

Department of Commerce
Ministry of Commerce and Industry
Government of India
New Delhi
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PRANAB MUKHERJEE

INDIA

FOREWORD

| am indeed happy to learn that the Task Force on
Transaction Cost set up by the Department of Commerce in
October, 2009 has finalized the report suggestion measures to
reduce Transaction cost and time impacting the country's
Foreign Trade transactions., Many discussions were held by
Shri Jyotiraditya M. Scindia, Minister of State, (C&l) with me on
implementation of various suggestions made by the Task Force
pertaining to the Ministry of Finance. Ministry of Finance has
proactively supported many suggestions made by the Task
Force. Needless to say that reducing transaction cost and time
in foreign trade requires support of all concerned
Ministries/Departments as the value chain of the Foreign Trade
transaction cuts across various inter connected processes. |
heartily congratulate all Stake holders engaged in making this
exercise a success. | am confident that implementation of
recommendations in this report will immensely benefit trade and

industry,

-~
4
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(Pranab Mukherjee)
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FINANCE MINISTER




ANAND SHARMA, M.P. CIEG]
MINISTER OF COMMERCE & INDUSTRY
INDIA

FOREWORD

In the last two decades, India has gradually integrated itself with the
globalised world and this has been manifested in buoyant export
growth. In the last two years, global economy has passed through a
grim recessionary phase and we saw contraction in global demand,
especially in the developed world, which had an adverse impact on
India's exports, In August 2009, we set for ourselves a policy target of
doubling India's exports by 2014 and doubling India's share of global
exports by 2020.

One of the key elements of the policy strategy, apart from providing
fiscal incentives to exporters, was to address the issue of high
transaction cost In India. This was part of overall competitiveness
paradigm of India’'s export sector to enable cost effective production,
storage, transportation and distribution mechanisms. We recognized
the centrality of low transaction ef as a crucial link for making India
an attractive destination for investments which enourages export-led
growth,

It was with this objective that a Task Force was established under the
guidance of Minister of State, Shri Jyotiraditya Scindia to identify the
key bottlenecks and suggest measures for improving efficiency of the
processes in the entire export value chain. Obviously, this entailed a
huge amount of inter-ministerial consultation and intense dialogue with
key stakeholders.

| am happy that the Report of the Task Force has now been finalized
which gives a clear blueprint with monetized values for reducing

transaction costs. Over the next few months, we will see the
recommendations of this Task Force reaching a logical conclusion,

B PR (2

ANAND SHARMA

il
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Minister of Stale for
Commerce & Industry
Government of India

FOREWORD January 21, 2011

1. Trade Facilitation is a key determinant of a country's competitiveness in the international
market. Over the years, Govarnment of India has taken various initiatives to simplify and
rationalize the procedural complexities in exports in order ta put in place an efficient and effective
trade facilitation mechanism and reduce the implicit transaction costs associated with the
enforcement of legisiation, regulation, and administration of trade policies involving several
agencies such as customs, airport and port authorities, banks, trade ministry ete.

2. At the global level, ease of doing business is one of the important parameters on which the
status of trade facilitation in a country can be benchmarked. The World Bank brings out a Doing Business
Report every year, As per the Report of 2010, indla ranks 84 among various natlons, In
terms of ease of trading across borders. We notice that we are far behingd comparable economies
Itke China, Indonesia and Mexico in this regard. There are time and cost issues associated with the
transport, documentation and clearances of export and Import cargo. Clearly, such costs have
adverseimpact on competitiveness of exports.

3. In view of the growing exports of our country and the need to sustain this rapid growth in
the longer run, the pace and the cost associated with the transport, documentation and clearances
need to be allevizted. While the Government gives various incentives and stimulus to exparts by
way of various export promotion and incentive schemes, it is noted at the global level that
transaction cost can be about 8 to 10% of the value of exports. Any mitigation in these transaction
costs will be a permanent benefit accruing to the exporters.

4, With this end in view, a Task Force on Transaction Cost was constituted by Ministry
of Commerce & Industry in October 2009. The mandate of the Task Force was to look into various
issues affecting the competitiveness of Indian exports, provide recommendations to the
Government and initiate a set of “executable” remedial measures towards reducing latencies and
costs associated with trading across borders.

S. The Task Force was headed by DGFT and supported by a seven-member Project
Management Group that included senior officials from DGFT and Department of Commerce and
representatives from FICCL, FIEQ and Cll. The Task Force also had a group of experts from six
different product sectors and six different functional areas in terms of documentation and
clearances. Inputs from these stakehalders were instrumental in order to define transaction cost
issues and the required Initlatives.
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6. During the implementation of the Task Force's work, we came across a wide gamut of
issues which form a part of transaction costs. The Task Force also undertook a global
benchmarking effort to understand and compare the export procedures in Singapore and Denmark
and recommendations based on these benchmarking visits are also 3 part of this report. These issues
identified by the Task Force cut across various Ministries/Departments such as the Departments of
Revenue and Banking under the Ministry of Finance, infrastructure issues related to Ministry of
Shipping, Railways and Civil Aviation, Ministry of Environment and Forests and the Department
of Commerce. | am pleased to state that with our efforts many of these issues have been favourably
considered by the concerned Depariments and | am thankful to all who have helped us in our
endeavours,

7. | would specially like to thank Shri Pranab Mukherjee, Hon'ble Union Minister of Finance
who helped us in making our project a success.

8, This project has 2 clear outcomes. First, to clearly identify the complete gamut of
issues involved and the relevant cost associated with each issue. Secondly, from the list of
issues so identified, execute and deliver to the trade the maximum benefit possible across
departments on the issues that can be resolved. Thus from this exercise it gives me a sense of
accomplishment that of the 44 issues identified, we have achieved closure on 23 issues
resulting In a benefit of approximately Rs,2100 Cr in perpetuity to the stakeholder
community.

9. | strongly believe that the challenge posed by Transaction Cost is formidable. All the
efforts made by the Government towards export promotion schemes and stimulus packages will not
be able to yield desired results, unless we are able to substantially cut down these *transaction
costs” impeding cur export efforts, [ am hapeful that the initiatives taken currently and the findings
and recemmendations for the future would go a long way in initiating appropriate measures towards
making doing businessin india much easier.

S

Jyotiraditya M, Scindia

‘_'}'—-‘-'\rs,_a.-\__b“-"
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Executive Summary
Task Force on Transaction Cost

Constitution and mandate

On the initiative of Shri Jyotiraditya M. Scindia, Minister of State for Commerce and industry
(MoS-C & 1), the Task Force on Transaction Cost was constituted by the Department of
Commerce under the orders of Hon'ble Commerce & Industry Minister Shri Anand Sharma in
October 2009, with 3 mandate to identify and suggest ways to achieve significant improvement
in efficiency of our export processes in order to reduce money and time spent in exports by the
exporters and to improve the ease of business and ultimately the competitiveness of Indian
axports.

MoS(C&I) Shri Jyotiraditya M. Scindia, headed and continuously guided and reviewed the
work of the task force. The task force was led by Shri R. S. Gujral, Director General of Foreign
Trade (DGFT} and later by Dr. Anup K. Pujari, DGFT.

The task force was organized by MoS {C & 1) in a structured way, with clear division of
responsibilities, with a Project Management Group (PMG} as the focal point of coordination
between the large number of stakeholders involved. The PMG comprised of government
officials, as well as one representative each from FIEQ, FICC), and CN to ensure close
coordination between the government and the private sector in the working of the task force.

The task force 2lso included a large 'Group of Experts’ that included industry experts from six
sectors (viz. Agriculture, Chemical, Ready made garments, Textiles, Engineering and Leather)
that are major contributors to exports, and functional experts from six different export
functions (viz. Custom house agents, CA/tax experts, Exim consultants, Export Managers,
Logistics managers and Overall experts).

Scope of wark and Transaction Cost Estimates

The scope of work of the task force covered all parts of the export process, from procurement
of raw materials to physical exports and post-export procedures, across all ministries. The task
force based its work on a quantitative approach so that the important issues and initiatives can
be prioritized and their implementation tracked.

The current estimates of Transaction costs are primarily drawn from the World Bank Doing
business report. Accordingly, the magnitude of transaction cost in exports has been estimated
to be approximately US$ 13 billion. This comprises of a roughly equal fraction of structural cost
and addressable transaction cost, i.e. US S 6to 7 billion.




Methodology

To extensively analyze the export process and the associated inefficiencies, the task
force held detailed structured discussions with Industry experts from six major industry groups
and six major export functions. It identified stakeholders from various agencies and ministries
involved in the export process, to discuss and fine-tune the findings and take forward their
implementation. Finally, the task force undertook 3 number of field visits to understand the
realities on the ground, and also undertook a global benchmarking visit {Singapore and
Denmark) to understand the best practices in export procedures from other countries and
examine their applicabilityto the Indian context.

Issues ldentified and Recommendations

Based on the expert interactions, stakeholder discussions, and global benchmarking visits,
over a hundred issues were identified and the associated solutions suggested. These were then
anatyzed and prioritized according to their importance and ease of implementation. The Task
Force identified 44 issues across 7 line Ministries for action. The issues were then taken up with
the relevant Ministries and extensive consultations were held. After consultations, Ministries
agreed toimplement 32 issues.

Out of the 32 agreed issues, 21 issues have been implemented and 11 issues are under
process of implementation. It is expected that with the implementation of above 21 Issues and
further 2 issues pertaining to filing of a single running bond for all Custom locations and refund
of service tax in the form of All Industry Service Tax rate which are likely to be implemented in
hear future, the transaction cost will be mitigated by approx. Rs.2100 crores. Permanent
reduction of transaction cost through these inftiatives will have a long term positive impact on
the competitiveness of India's exports. The PMG is pursuing implementation of the remaining
agreed issues as well, so that competitiveness of India's exports can be continuously improved.
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INTRODUCTION

Our economy Is at a critical juncture in its efforts to accelerate export growth. While we have
been maintaining higher GDP growth rates as compared to other countries over the |ast few
years, we still need to set and achieve ambitious export targets to increase our export to GDP
ratio, which is presently about 16%. As given in the Exhibit 1 below, developing countries like
Thailand {66%), China (35%), South Africa [27%) and Mexico (26%) are far ahead of us on this
account.

EXHIBIT 1

Exports are a major contributor to the Indian economy, and need to grow further to
compete with other developing economies
Exports are becoming increasingly important | ...and Indla ts still much behind most
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India's share of global merchandise exports is also modest and not commensurate with its
economic size and potential. Emerging countries like China {9.6%) and Korea (2.9} have a far
highershare of global exports as is evident from Exhibit 2 below.

EXHIBIT 2
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Qur exporters have shown remarkable resilience and dynamism, which has contributed to a
healthy trend of export growth. India's exports have grown substantially over the past decade
from a meager USS 63 billion in 2003-04 to USS$ 178.7 billion in 2009-10. india's share of global
merchandise trade was 0.83% in 2003, which rose to 1.59 % in the year 2009 as per WTO
estimates. Qur share of global commercial services export also rose from 1.4 %in 2003t02.6%
in 2009. Moreover, India's total share in goods and services rose from 0.92 % in 200310 1.77 %
in 2009. This notable increase in India's foreign trade can be attributed to the Government's
measures and incentives that it provides to the exporter and importers and to the dynamism of
the Indian industry.

Foreign Trade Policy 2009-14 aims to achieve an annual export growth of 15% with an annual
export target of USS$ 200 billion by March 2011 and in the remaining three years of this Foreign
Trade Policy i.e. upto 2014 a higher export growth path of around 25% per annum. By 2014, we
expect to double India's exports of goods and services. The long term policy objective for the
Government istodouble India's sharein global trade by 2020.

In order to meet these objectives, the Government has been providing a policy environment
through a2 mix of measures including fiscal incentives, institutional changes, procedural
rationalization, and efforts for enhanced market access across the world and diversification of
export markets. The three pillars which would support us to achieve our targets are
improvement in export related infrastructure, lowering of transaction costs and providing full
refund of allindirect taxes and levies.

To boost exports and FDI, the government has given renewed emphasis on trade facilitation by
providing appropriate changes in trade policies and procedures from time to time so that
expaorters can compete in a competitive global environment. A shift from a rigidly administered
export administration to a trust based administration backed by a more liberal policy
environment in line with internationasl standards has become a necessity for enhancing trade.

Trade facilitation revolves around the reduction of all the transaction costs associated with the
enforcement of legislation, regulation, and administration of trade policies and involves several
agencies such as customs, airport authority, port authority, banks, trade ministry etc. Trade-
related transaction costs refer to a large number regulatory requirements, compliance
measures, procedures, and infrastructure related costs, including, communication costs with
clients, domestic transport costs to bring goods from the production site to the border, time
and money spent in ports on border procedures or to make products ready for shipment,
international transport costs and inspection and certification costs. Many of these costs are
higher, often significantly higher, in developing countries than in industrialized countries.
India's clearance time at ports/airports is still far from the best international practices. Delays
increase not only the cost of compliance but leads to impediments to efficient trading across
borders like congestion at the ports, Elaborate assessment procedures relating to import and
export, onerous documentary reguirements and unstable £0) environment further add to the
inefficiencies and complicates the compliance environment. Higher Transaction Costs in the
Indian context are both a concern and a challenge today. Reducing transaction costs and costs




of doing business is important not only for hoosting exports and FDI but also for creating an
approprlate framework for vibrant domestic business.

The importance of trade facilitation is central to India's agenda of greater integration with the
global eccnomy and benefiting from the opportunities arising ocut of ambitious trade pollcy
agenda of the government that has seen the country negotiate {or is in the process of
negotiating) several bilateral trade agreements. Obtaining relief from tariff and non-tariff
barriers through such trade agreements is just the first part of the process. The actualization of
benefits from such trade agreements can only come about ifthe Indian exporter is able to reach
these markets as cost effectively and guickly as possible. The importance of cost and time
efficiency has onlyincreased in the global trading system with the development of cress-border
Inter-dependent production netwarks.

Another important dimension of transaction costs in a large country like India is that there is
significant varlation in trade facilitation efficiency in different parts of the country. Part of the
difference is explained by differences In access to trade related infrastructure and distance
from port facilities. But differences also arise due to varlation in quality of regulatory
implementation and procedures. Such regional differences can lead to sustained economical
disadvantage over a period of time and as such present a developmental challenge. Exhibit 3
tabulates some of the regional variation in export related transaction costs. It is imperative that
trade facilitation referms do not remain confined to some centers of excellence but becomes
an agenda for the whole country.

EXHIBIT 3
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Daing Business 2010 Report of the Wortd Bank has documented various regulations across 183
countries that enhance business activity and those that constrain it, including 'Trading Across
Borders'. The Doing Business Report provides a vardstick to compare the regulatory
environment and 'ndicates potential areas which need reform. The World Bank Report
indicates that it is easiest to carry on international trade in Singapore followed by Hong Kong,
Denmark, Finland etc. India has higher cost and time indicators when benchmarked with other




comparable countries, i.e. large emerging economies. As per the Deing Business Report, it
takes 17 days to export 2 container from India and costs USS 945 per container. This includes
time and cost elements for document preparation, customs clearance, ports and terminal
handling and Inland transportation and handling. Comparing it with other economies, It costs
USS 450 and USS 500 to export a containerin Malaysla and China respectively. Denmark, Brazil,
Mexico and China take 5 days, 12 days, 14 days and 21 days respectively to export a container
from thelr countries. Exhibit 4 below indicates that Indla is at present ranked 94th on the
‘Trading Across Borders'indicator in the Doing Business Report 2010.

EXHIBIT 4

India ranks 94 out of 183 eountrles in terms of ease of trading
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Another key concern for export related transaction costs is that compliance and trade
facilitation issues often impact different sectors with different degrees. For example, the
exports of fruits, vegetables and organic products face a far greater challenge in meeting health
and safety issues than say, iron-ore. Many of Indla's important export products and exportable
items of future interest are likely to be in sectors that face a significant incidence of export
related transaction costs. These include processed foods, organic products, or articles of
industrial machinery which are extremely time sensitive considering their nature and demand
in global production networks. As a result, it has become imperative to bring in place an
effective trade facilitation mechanism to boost our exports and make them competitive in the
world markets.




CONSTITUTION AND WORKING OF THE TASK FORCE

Both to overcome the recent global financial and economic crisis and help exporters become
more competitive and have enhanced market access, the Government apart from the fiscal and
monetary stimulus is also paying attention to other areas like procedural reforms, automation
etc. At times, the potential gains from trade facilitation may be greater than those arising from
only tariff reductions.

With this in mind, Department of Commerce had constituted a 'Task Force on Transaction
Costs' in October 2009 to assess the procedural bottlenecks affecting India's exports and
imports. The mandate given to the Task Force was to look into various issues affecting the
competitivenass of Indian exports and provide recommmendations to the Government to help
initiate a set of “do-able” remedial measures towards facilitating trade and doing business
{Exhibit 5). In order to achieve this, the Task Force identified and suggested ways to achieve
significant improvement in the efficiency of our export process in order to reduce money and
time spent by the exporters and achieve greater competitiveness. Task Force is spearheaded by
the Director General of Foreign Trade and comprises of a seven-member Project Management
Group {PMG).

EXHIBIT 5

Dbjectives and scope of the work of the task force

Gulding principles

OThe lask force took an end to end parspective and

Objective looked at all parts of the export value chain,
. @) The scope of work is comprehensive and the analysis
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terms of money and Extensive struclured consultations have been held with

time spent, to improve
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stakeholders and experts before finalization.

GThe stakeholders, empowered to initiate changeYhave
been identified for implementation of the approved
initiatives. 2

O The initistives finally proposed are measurable. .\"."

o

About 25 tradefindustry experts from six export sectors i.e.Agriculture,Chemicals /
Pharmaceuticals, Ready Made Garments, Textiles, Engineering, and Leather and six different
functions across the export value chain i.e. Custom House Agents, Tax Experts, Exim
Consultants, Export Managers, Logiétics Managers, and Overall Experts are associated with the
Task Force to give inputs. Representatives from FICCI, Cll, and FIED are slso a part of the Task
Force. Task Force in its methodology examined zll parts of the export value chain across key
industries from an end-to-end perspective. (Refer Exhibit 6).

Task Force held extensive structured discussions with identified industry experts from six
major industry groups and six major export functions to arrive at transaction issues relating to
different stakeholders.
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EXHIBIT 6
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Task Force approached the project in four phases (Exhibit 7) i.e.
* Program Scoping

» Transaction Cost issue Detailing
+ Development of Interventions and, Finalization;

EXHIBIT 7
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Task Force began with a kick-off meeting with the Steering Committee and the Group of
Experts. In the first phase, a rough quantification of the magnitude of transaction cost was done
and various tools and questionnaires forinteraction with experts and consolidation of data and
information were developed. The second phase involved rmapping the entire process that an
exporter needs to follow to undertake export from India. This was importantin light of the large
number of agencies involved in the expert pracess in India (see Exhibits 8 and 9). Extensive
structured interactions and brainstorming sessions were then conducted with the experts to
identify and prioritize issues across the entire export process. The issues were then reviewed
and consolidated by the Project Management Group, and presented to the steering
committee. [n the third phase, potential interventions to address the identified issues were
developed in consultation with the experts. International Benchmarking trips were then
undertaken to study the export procedures in Singapore and Denmark. (see Annexure 3 for

details). EXHIBIT 8

lllustratlve view of the export process In India
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Thereafter, the leadership of the Task Force took up the proposed solutions with the concerned
officials of the other ministries. The issues and proposed solutions were then discussed by
Hon'ble Minister of State for Commerce & Industry and DGFT with other concerned
Administrative Ministries. Feedback received from other ministries was incorporated to arrive
atthe firal set of recommendations.
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ESTIMATES OF TRANSACTION COST

While India has improved on some parameters characterizing ease of exports, it is still far
behind several developed and developing countries. As mentioned in the World Bank report,
(see Exhibit 10 below), the average cost of export in India is USS 945 per container. It can be
clearly seen that the biggest driver of cost and time is the preparation of documents required
forexport.

EXRIBIT 10
There Is still scope for improvement along most parameters characterizing
ease of exports I Best Practice
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Certaln portion of this cost is the structural component, i.e., the costs that cannot be
completely eliminated (e.g., inland transportation and handling; and ports and terminal
handling), and the other is the addressable transaction cost. Based on the World Bank report,
the Task Force estimated the total magnitude of transaction cost to be approximately US$ 17
billion (details in Annexure 2), which is about 10% of our total export value. Another bottom-up
triangulation of transaction cost involved in exports, done by the Task Force experts estimates
the transaction cost to be approximatety 7-10% of the export value, or approximately USS 13-
18 billien. Task Force estimates that approximately 50% of the total cost is structural cost and
the remaining s addressable cost. Taking the conservative estimate of total transaction cost as
USS 13 billion, the addressable cost is approximately USS$ 6-7 billion.




BENCHMARKING OF EXPORT PROCEDURES

Task Force also undertock a global benchmarking effort to understand and compare the export
proceduresin India and other best in class countries. For this, the Task Force undertook a three-

stepapproach:

1. ldentify representative export locationsin -India and undertake field visits to these
locations

2. Analyze various countries and identify most- suited countries to visit and observe best
practices

3. Analyze the observations fromthe visitto these countries and benchmark against the
prevalent practices in India to understand the applicability of the best practices in the Indian
context

Benchmarking Visits: Actlvities and Stakeholder Meetings

+ InIndia, members of the Task Force visited the Air Cargo Complex in Delhi and the Nhava
Sheva portin Mumbal.

« Fortheglobal benchmarking visit, Task Force visited Singapore and Denmark in May 2010.

Interactions were held with the followlng agencies in Singapore and Denmark

- Government /Ministry officials responsible for Custom controls

+ Officials responsible for development of T systems for exporters

» Portauthorities

« Private sectorrepresentatives, including anindustry association and a large logistics player

The benchmarking visits provided strong learning for the Taskforce members and made the
familiar with the procedures and system currently missing in India and the implementaticn ¢of
which could reduce transaction costs substantially, Exhibit 11 provides 2 summary of the
learnings from the benchmarking visits:
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EXHIBIT 11
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Parameter India Singapore Denmark
examination with Inland Revenue 7 Import duty refund
process department for export can be claimed on
complicated reconciliation raw materials used

for manufacturing
finished goods for
re export

Helpdesk | 7 Nosingle help |? Outsourced ‘Call Centre’ | ? Outsourced “Call
desk exists is being run by the Centre’ is being run

Singapore Customs on a on a 24X7 basis
24X7 basis
? 90% of the declarations
processed within 10
DOther minutes of submission
of Customs declaration
on the Trade Net

Based on the benchmarking visit, following best practices have been suggested for

consideration

» Explore the possibility of a single online interface for exportersfimporters to obtain
Government clearances from different agencies {at present Customs, DGFT etc, have
developed independent web based platforms for providing statutory clearances);

In interactions with officials from Denmark, it came to fore that the entire initial export-
relatedIT  system was developed within 2 vears, and was and is continued to be strongly
managed by the government through an organization of over 200. Based on this example,
the eTrade project should be expedited and institutional mechanism strengthened for
handling inter-ministerial trade-related automation issues; Preferably an integrated team
from all stakeholder departments that is dedicated to the eTrade project on a full time basis
should be considered.

Examine the possibility of revaluating the norms and conditions of the existing RMS
facilitation process so as to increase the number of non-intervention clearances in
percentage terms

+ Examine the feasibility of identifying a set of eligibility criteria for different Export Promotion
schemes which will be used by DGFT for grant of authorizations without the need for a
detailed examination Consequent to this, a system of post audit control may also be built
into DGFT functioning for ensuring compliance with various rules/regulations laid under
Foreign Trade Policy;

» Explore the possibility of doing away with the requirement of submission of invoice, packing
list before Customs for export/import clearances in the EDI environment and only cases
which are identified for detailed examination {as identified by RMS or specific intelligence)
may be asked to submit manual documentation on a need basis;

11




+ Explore the possibllity of developing a mechanism for Large Texpayers and Status Holders,
similar to that avallable in Excise and Service Tax, for payment of Customs duty on a monthly
basis instead of the present system of consignment-wise payment of customs duty;

+ Operating Call Centre(s) on a 24 X 7 basis for e-Trade project, through outsourcing.

Kindly refer to Annexure 3 for further details on the Singapore and Denmark Export-import
Procedures.
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SUMMARY OF TRANSACTION COST ISSUES

Based on interactions with experts, stakeholder discussions and the global benchmarking
visit about a hundred issues were identified and associated solutions suggested. These
transaction cost issues were then analyzed and prioritized according to their importance and
ease of implementation. Task Force has identified a set of 44 issues relating to transaction cost
spanning across seven ministries, out of these 44, 32 issues have been agreed to, and 21 of
those also Implemented by the concerned Ministries. Asummary of which is shown below:

Financial
implications
o Number of No. of Issues No of issues of
S.No Ministry issues Agreed implemented Issues
Agreed
(Rs. Crores)
1. | Ministry of 11 11 8 864
Commerce and
Industry
2. | Minlstry of 25 15 S 2025
Finance
7 Revenue 14 ? 10 ? 5
7 Banking 711 ? 5 ? 4
3. | Ministry of 4 4 3 155
Agriculture -
4. | Ministry of Civil 1 1 1 20
Aviation
5. | Ministry of 1 0 0
Railways
6. | Ministry of 1 0 0
Shipping
7. | Ministry of 1 1 150
Environment and
Forests
Total 44 32 21 3214

A list of 21 implemented issues and 2 issues to be implemented shortly,
estimated to mitigate transaction cost of close to Rs. 2100 crores is tabulated below:

List of Issues Implemented

_|SINo.| Ministry - -
|Need to upgrade plant quarantine laboratory testing facilities at
1 Agriculture \Delhi, Mumbai, Chennai and Bangalore Air Cargo complex to enable
Efaster export clearance of perishable goods.
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Industry

SINo.| Minlistry Issue
Second shift to be made operational at Mumbai, Chennai and
5 Agriculture Trivér.adrum alrpc?rjts 1o .expedi.t‘e issu.a nce of phyto-sanf-tary
certificates. In addition, online facility for issuance of phyto-sanitary
_ | certificate to be made operational. B
Import of raw materizls for leather industry should be allowed at
Kanpur and Jalandhar in addition to existing locations at Mumbai,
3 Agriculture Kolkata, Chennai, Delhi, Bangalore and Hyderabad. For this purpose
necessary facilities may be set up by Animal Quarantine Certification
Services (Department of Animal Husbhandry) at Kgnpur and
Jalandhar.
Charges being levied by the airport operator for x-ray screening of
4 Civil Aviation | courier export cargo are very high and need to be rationalized in line
Sl | _| with the general cargo rates. _
Advance authorization under Ad-hoc norms to be issued without the
Commerce and . . .
5 present requirement of submission of Chartered Engineer
Industry .
Certificate,
Commerce and Ad-hpc norms ratified by Norms Committee should be made
6 Industry applicable to all earlier cases for the same export product for other
advance authorizations issued within one year of date of ratiflication.
Commerce and| For issue of Impeort License for Restricted items, the requirement of
7 . .
Industry submission of Proforma invoice should be removed.
For issue of Export License for Restricted items {except for SCOMET
Commerce and| . . . X
8 items), the requirement of submission of Proforma Invoice should
Industry
be removed.
In the present EDI enviranment where DEPB EDI shipping bills are
g Commerce and | transmitted by Customs to DGFT threcugh online message exchange,
Industry submission of hard copies of DEPB EDI shipping bills for issuance of
DEP8 scrip should not be insisted, except in exceptional cases.
Grant of MDA assistance for participation in international fairs /
Commerce and I . N
10 exhibitions should be made company-specific and not individual

specific.

Commerce and

Clubbing of Annual Advance Authorisation with Advance

Industry

11 Industry Authorisation should be allowed.
Better EDI facilitation to be provided by DGFT Le.
1 Commerce and - offline software for filing advance authorization and EPCG

applications on DGFT server,
- o¢nline status holder application facility,
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SINo.| Ministry Issue
Since factory and transportation operations are usually round-the-
Finance - clock, a shift-wise working system should be developed for customs
13 and excise officials especially to cater to import /export workload on
Revenue . - . .
weekends. This can be done initially, on a trial basis, for some
identified locations.
For faster import/export clearances and decongestion at Ports,
more firms should be enlisted under Accredited Client Programme
{ACP) of Customs. For this, eligibility criteria for ACP should be
14 Finance - relaxed e.g. issue of Show Cause Notice for procedural irregularities
Revenue should not be a criteria for ineligibility under ACP.
In addition, Risk Management System (RMS) of Customs should
include, export status of the firm i.e Export House/ Trading House
etc. as one of the risk parameters in the RMS module.
. Scheduling of factory stuffing inspection should be provided online
Finance - ) . . o .
15 Revenue by Excise and a single factory stuffing permission should be provided
by Customs which will be valid for all Custom Houses.
A large number of cases exist where unutilized CENVAT credit has
not been refunded to the exporter by the Excise. Clear procedures
16 Finance - and guidelines need to be prescribed by CBEC for grant of refund of
Revenue credit balance lying in CENVAT Credit (beyond a period of 3
months); and a system of monitoring where refunds are not granted
on time may be institutionalized.
17 Finance - Requirement of Mate receipt by Central Excise for establishing
Revenue actual date of export should be dispensed with.
Banks charge 2 high penal interest for export payments \ received
18 Finance - beyond due date. Moreover, the penal rate is charged for the entire
Banking period from the date of shipment whereas it should be charged for
only the delayed period asper the terms of payment.
19 Finance - Processing charges levied by banks for annual renewal of limits are
Banking very high and need to be reduced.
. 8anks need to lower charges being levied as booking and
Finance - . . . ;
20 . cancellation charges against every booking of FOREX with
Banking
them.
Contrary to instructions being issued by RBI, additional charges are
51 Finance - being levied by banks while releasing pre-shipment credit in foreign
Banking currency. In addition, pre-shipment credit in foreign currency to

MSME export sector may be made available on a priority basis.
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Two [ssues to be Implemented shortly

§1 No| Ministry Issue

1 Finance - | Till the time, EDI connectivity between Customs and Excise is put in
Revenue | place, a system as prevalent in Excise may be introduced for EP schemes
to enable filing of a single running bond for all Custom locations.
2 Finance - | A suitable mechanism to provide refund of service tax in the form of All
Revenue | Industry Service Tax Rate like All Industry rate of Duty Drawback needs to
be developed. Exporters who are not satisfied with the All Industry
Services Tax rate may opt for brand rate fixation.

Following is a lIst of 21 issues, which are under consultation with the concerned Ministries
for agreement / implementation

8 No | Ministry Issue

1 Agriculture | In cases where import consignment of semi-finished /finished
leather is accompanied by sanitary certificate from the foreign
supplier, present requirement of obtaining NOC from Animal
Quarantine Certification Services (Department of Animal
Husbandry) to be removed.

2 E:;nmerce Up-gradation of AZO dye testing facilities at CLRI-Kolkata under
ASIDE scheme.
Industry

3 Commerce | Adherence to present time period stipulated in FTP for
and redemption of Advance authorization and EPCG needs to be
Industry closely monitored by all RAs. For this purpose, a tracking

software may be devised for monitoring the time period taken
by Ras in redeeming Advance authorization and EPCG
authorizations.

4 Commerce Application fee levied by DGFT for issuance of authorizations
and under various export promotion schemes should be abolished.
Ingustry )

5 Finance - Drawbacks should be processed without the requirement of

Revenuve EGM filing by shipping fAir lines and should be processed based
on ‘Let Export Order’ given by Customs.

6 Finance - Till EDI is implemented between SEZs and Customs, clearances
Revenue by gateway ports should be permitted based on electronic
transmission {email/fax) of export documents received from SEZ.
7 Finance - Till EDI is implemented between SEZs and Customs, short shipment
Revenue of consignment received from SEZ should be permitted at gateway

port and, exporter may be asked to file rectified shipping documents
to the SEZ port for short-shipped guantity within a stipulated period
of time.
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S No | Ministry Issue
8 Finance - |In line with the provisions of Foreign Trade Policy, payments received
Revenue |through ECGC/General insurance Companies and specific write-off
from RBI on account of default by buyer (for not remitting export
proceeds) should be counted for providing Duty Drawback benefits also
and exporter not to be penalized by asking for refund of export
incentives.
Timelines to establish EDI connectivity between Central Excise and other
g Finance - |agencies like Customs and DGFT should be decided on a priority basis so
Revenue |as to enable electronic flow of trade docurments like ARE, Shipping Bill,
Bond information etc. to various user departments.
Courier Imports and Exports (Electronic Declaration and Processing)
10 Finance- |Regulations, 2010 need to be amended so as to allow duty free com-
Revenue |maercial shipments brought through courier { as listed in Ch |18 of Foreign
Trade Policy) to be processed/cleared in EDI mode.
Customs Circular 5/2010-Cus should be amended which provides for
1 Finance - |detailed verification of export obligation fulfillment of EPCG Licences in
Revenue |[the 1st block and, instead of a detailed verification, a statement of
exports made against EPCG license should suffice.
Finance - Banks should charge lesser mark up on the margins between the spot
12 Banking and forward rate, in case of cross currency transactions, on 2 transp-
arent basis.
13 Finance - | Banks need to reduce negotiation charges presently being levied for
Banking  |negotiating export documents.
As per Basel Il norims, firms need to obtain a credit rating through
. accredited credit rating agencies like CRISIL and others. Since these
Finance - . . . .
14 Bankin agencies charge a high fee, SMERA (rating agency under Ministry of
s MSME and SIDBI) may also be designated as an agency for credit rating
of the MSME export sector.
Finance - Banks compulsorily charge exporters ECGC premium on pre-shipment
15 Bankin credit, which is a risk that banks should cover (or claim from ECGC)
§ and not recover from exporters, unlike the post-shipment credit.
Finance - | Banks should declare the inter-Bank rate {IBR) and the applicable
16 . . . . . . .
Banking margins levied on the exporter while purchasing foreign bills.
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Ministry Issue
There should be no restriction on the bank customers in shifting their
17 Finance - account from ene bank to another. At present, many banks are im-
Banking posing a penalty clause when their customer closes his limit and goes
to another banks where he is getting more favorable terms.
) RBI stipulates that Form 15 CA and Form 15 CB should be filed for all
18 Fmar'fce ) transactions requiring payment to foreign suppliers. Submission of this
Banking CA certified form leads to increase in transaction time and costs and its
submission should be required only if transactions cross a designated
amount in a year.
CONCOR freight rates (for inland rail transport of import/export goods)
19 Railways are quite high as cocmpared to other countries and need to be
rationalized.
i Port charges need to be reduced in line with international norms and
20 Shipping

made uniform across all ports.

21

Environment
& Forests

Wild Life officials may be made available on all working days at
important customs houses for clearances.

This mitigation of transaction cost is significant in the sense that it would be a permanent
reduction in costs incurred by exporters and would thus, contribute to enhancing the export
cempetitivenessin alonger run.
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CONCLUSION

The priority of this taskforce was to identify elements of transaction costs that could be
addressed in the short-term and lead to immediate benefits for the Indian exporter. In light of
this the recommendations of the Task Force have tried to address areas where positive impact
can be realized relatively easily and quickly, as compared to the longer times initiatives that are
already underway to reduce transaction costs in the long run. However, the report also
highlights the importance of such longer run initiatives and stresses on the need for
implementation of such longer-term initiatives. The integration of several agencies through a
single-window eTrade initiative providing an unified interface with the government to
exporters and developments in port and hinterland infrastructure are key areas of raforms that
need to be addressed to make the India up to par with its close competitors in Asia and
elsewherein the world in terms of export facilitation,

The proposed recommendations of the Task Force, focusing on short-term measures, if
implemented, would be able to reduce the transaction cost by approximately Rs. 6500 crore, or
USS 1.5 billion. As has been detailed in the report, implementation of 23 issues (21 already
implemented and 2 to be implemented in near future) would mitigate the transaction cost to
an extent of Rs. 2100 crores approximately, This is approximately 25% of the addressable
transaction cost. Over the next several months and years, efforts would be continued on an
ongoing basis to address the remaining 75% of the addressable transaction cost.

The Task Force sincerely hopes that the government would accept the recommendations in this
report and also initiate the implementation of the corresponding interventions. Further, we
believe that 3 major initiative that would go a long way in further reducing the addressable
transaction cost is effective and complete automation of the export process across various
agencies. At the very least, this would require timely implementation of the eTrade Mission
Meode Project being undertaken by the government. This should be supplemented with an
online one-stop portal that would provide a single-window facility to the business users,
instead of the need for going to independent systems of each partner agency in the eTrade
project. Such systems are already functional in countries like Singapore and Denmark. Finally,
for successful implementation of eTrade and future related initiatives, a much stronger and
larger organization is required, headed by a full-time senior official, on the lines of countries
like Denmark that has an organization of over 200 to manage the export-related IT systems.
This would provide the much-needed effective inter-ministerial management of the ongoing
implementation and the future maintenance of the automated systems.
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Annexure 1

Ministry-wise Recommendations




MINISTRY OF AGRICULTURE

ISSUE-1 Need to upgrade Plant Quarantine facllitles at Airports/Seaports

Problem: Exportsfimports of all agricultural products including floricutture, viticulture requires
Plant Quarantine Certificate before exports/imports. There are 35 Plant Quarantine Stations
(PQS's) through out the country and all major ports have PQS's to cater to the need of exporters.
However, the number of plant gquarantine/phytosanitary certification laboratories in the
country Is quite limited due to which samples have to be sent to far off locations for testing. This
leads to Increase inthe transaction cost.

Suggestion: The Task Force recommends that to begin with laboratory testing facility be
upgraded at 4 major Air Cargo complexes at Delhi, Mumbai, Chennai and Bangalore. Further,
additional ports where plant guarantine facilities are required should be identified and facilities
providedinatimebound manner.

ISSUE -2 Expediting issuance of Phytosanitary Certificates

Problem: {3} Presently, the phytosanitary certificates are issued during normal working hours
and only in exceptional cases, until around 7.00 pm. In order to get custom clearance and
phytosanitary certificates issued, the exporters are expected to bring the consignment to the
airport at-least 6 hours prior to departure of the flight. This implies that the consignment
should reach the airport during mid day. Since fruits, vegetables and flowers are perishable
products, this results in a decline of around 10% In the value of the goods which is substantial.
{b} The application and certification procedure is through manual process which also adds to
avoidableincrease inthetransaction cost.

Suggestion: (a) The Task Force recommends that if phytosanitary certificate issuance is carried
out on 24x7 basis for afr shipments, this will enhance the export realization by about 10% since
guality deterioration will not occur and there will also be a saving in time. To begin with,
phytosanitary certification facilities be set up at the 4 Air Cargo complexes i.e. Delhi, Mumbai,
Chennai and Bangalore and operated on a 24x7 basis. (b) Further, an online application and
certification facility be provided at plant quarantine stations.

ISSUE -3 Dispensing with requirement of No Objection Certificate {NOC) for
import of semi finished/finished leather

Problem: At present import of raw hides and skins require a sanitary import permit at the time of
Customs clearance of consignment. However, semi processed / finished leather requires an NOC
from Animal Quarantine Certification Services (AQCS) even in cases where importer furnishes
a sanitary certificate from the supplier which usually incurs several days of delay.

Suggestion: The Task Force, therefore, recommends that the requirement for NOC should be

dispensed with, for import of semi-finished/finished leather if the sanitary certificate from
supplier is available.
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ISSUE-4 Permitting import of raw materlals for leather Industry at additional ports

Problem: At present, Import of raw hides, sem! processed/finished leather is only allowed at
Customs station of Delhi, Kolkata, Chenna!, Mumbai, Bangalore and Hyderabad. Exporters at
Kanpur and Jatandhar are, therefore, required to import at any of the permitted locations and
after Customs clearance take them to their factory by rail/road which add to increase in the cost
of suchinputsand add to transaction time.

Suggestion: The Task Force recommends that since Kanpur and Jzlandhar are the hubs of

leather manufacturing, they should slso be included in the locations for direct Imports of raw
hides/leather. Forthis, animal quarantine facilities need to be set up at these locations.
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MINISTRY-OF CIVIL AVIATION

Issue -1 Rationalizing charges levied by Airport operators

Prohlem: The compulsory X- Rays charges at Mumbai, Delhi, Chennai express terminalsare Rs 6
per kg as against Rs 0.80 per kg at the Cargo Terminals. The rent charged by private alrport
operators Is also higher than the General Cargo rates without any sound logic behind the
discrimination.

Suggestion: The Task Force recommends that the rates being charged by the Airport Operators
should be rationalized in line with Genera! Cargo Warehouse rates.
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MINISTRY OF COMMERCE AND INDUSTRY

Issue—1 Improving trade facilitation through EDI

Problem: (3} While online facility has been provided, no offline facility exists. Offline facility is
required as sometime due to high work load at the server, the connection islost and all thefilled
in data gets wiped off; (b) Advance Authorisation, Duty Entitlement Passbook Scheme (DEPB)
and Export Promotion Capital Goods Scheme (EPCG) are fully operational with Customs which
facilitates faster online import and export clearances at designated EDI ports. However, the EDI
does not cover all schemes of Foreign Trade Policy (FTP} 2009-14, primarily the incentive
schemes under Chapter 3 of the FTP 2009-14; (¢) Online facility for post authorization work like
ARO/Invalidation letter, Redemption etc need to be incorporated.

Suggestion: (2) The Task Force recommends that better EDI facilitation could be provided by
DGFT by strengthening and including additional processing facilities like offline software for
filing Advance Authorization and EPCG applications on DGFT server; (b} Online status holder
application facility; message exchange with Customs for Chapter 3 schemes (VKGUY, FPS and
FMS); message exchange with Customs for Annual Advance Authorisation and DFIA schemes;
Licence needsto be operationalised; (¢) Redemption information to be made available on DGFT
server for tracking status information regarding Advance Authorization and EPCG cases;
information regarding ARO/Invalidation issued by Regional Authority to be made available on
DGFT server, so that in case of non-receipt of hard copy of ARO/Invalidation letter by RA of
intermediate supplier, data available on DGFT server can be used for providing FTP benefits.

Issue - 2 Dispensing with Chartered Engineer Certificate for Ad-hoc norms
under Paragraph 4.7 of Hand Book of Procedure Vol.1

Problem: For the purpose of obtaining Advance Authorization on Ad-hoc norms under Para 4.7
of HBP Vol.1, a Chartered Engineer Certificate is to be submitted. However, the norms are not
ratified based on Chartered Engineer Certificate but on the opinion of technical authorities.

Suggestlon: The Task Force recommends that Advance Authorization under Ad-hoc norms
should be issued without the present requirement of submission of Chartered Engineer
Certificate to save transaction cost and time for exporters.

Issue - 3 Extending applicabllity of Ad-hoc norms ratified by Norms Committee to
with in 1 year earlier cases

Problem: Ad-hoc norms ratified by Norms Commiittee at present under Para 4.7 of Hand Book
of Procedure Vol.1, Foreign Trade Policy, 2008-14 cover only prospective authorizations.
Therefore, the applicant is required to get norms fixed again for authorization obtained in the
pastwhich add to transaction time and cost for exporter and repetitive work at the end of DGFT.

Suggestlon: The Task Force recommends that since the intent of the present policy provisions is
to cover all prior cases also filed within the one year limit, Ad-hoc norms once approved should
apply to all cases for the same export product up to one year i.e. even earlier authorisations
issued within one year from the date of approval of the Ad-hoc norms should be covered.
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Issue - 4 Dispensing with requirement of proferma invoice for issue of import
license

Problem: At present a copy of proforma invoice is required to be submitted for issue of
import authorization even though an import authorisation (except for SCOMET items) is
not buyer specific and proforma invoice serves no purpose in decision making,

Suggestion: The Task Force, therefore, recommends that for issue of Import License for
Restricted items (except for SCOMET items), the requirement of submission of Proforma
Invoice should be removed.

issue -5 Dispensing with requirement of proforma invoice for Issue of export
Jlcense

Problem: At present a copy of proforma invoice is required to be submitted for issue of export
authorization even though an export authorisation (except for SCOMET items) is not buyer
specific and proformainvoice serves no purpose in decision making.

Suggestion: The Task Force, therefore, recommends that for issue of export License for
Restricted items {except for SCOMET items), the requirement of submission of Proforma
Invoice should be removed.

Issue -6 Dispensing with hard copy of shipping blll requirement while avalling
DEPB benefit

Problem: At present hard copies of DEPB EDI Shipping bills are required to be submitted for
issuance of DEPB though such shipping bills are transmitted on line from Customs to DGFT and
it only adds to avoidable paper work.

Suggestion: The Task Force recommends that since digitally signed DEPB EDI shipping bills are
being sent by customs to DGFT server and DGFT process DEPB applications based on digital
data, the need of hard copy of shipping bill is redundant, and therefore, need this be dispensed
with.

Issue - 7 Restructuring MDA benefit as company specific rather than individual specific

Problem: Presently, there is a requirement of advance intimation of 14 days by an applicant
who wishes to avail Market Development Assistance (MDA) from EPCs/FIEQ and such
intimations are individual specific and not company specific. Since, many a times, it is not
possible for a firm/company to furnish/finalize individuals who will be participating in the
exhibitions in advance and with the present stipulation any change in individual name leads to
denial of MDA benefits.

Suggestion; The Task Force recommends that the MDA benefits should be company/firm
specific and notindividual specific.
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Issue-9 Establishing tracking software for redemptlon of Advance
Authorlzations/EPCG Authorizations

Problem: At present, redemption of licences under Advance Authorization/ Export Promotion
Capital Goods scheme requires manual cross checking of export data from shipping bills and
bank realization certificate. While the handbook prescribes a time limit for such types of cases
but the same is rarely adhered to due to  manual process involved. This increases the
transaction cost, especially in cases where bank guarantee is involved.

Suggestion: The Task Force recommends that adherence to present time period stipulated in
FTP for redemption of Advance Authorization and EPCG needs to be closely monitored by all
RAs, For this purpose, tracking software may be devised for monitoring the time period taken
by RAs in redeeming Advance Authorization and EPCG authorizations.

Issue - 10 Abolishing application fee for Export Promotion Schemes

Problem: At present application fee for other export promotion schemes i.e. DEPB, Advance
Authorization, EPCGis charged on ad-valorem basis which increases the transaction cost.

Suggestlon: The Task Force recommends that the application fee levied by DGFT for issuance of
authorizations under various export promotion schemes should also be abolished.
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MINISTRY OF RAILWAYS

Issue -1 Rationalizing high freight charges for inland Rail Transpont

Problem: The freight rates charged by CONCOR are one of the highest in the world. As per
White Paper on Indian Railways (December 2009) freight earnings today account for over 66%
of its total traffic earnings. Freight tariff on Indian Railways is among the highest in the world as
would be seen by a comparisan with the freight rates per tone kilometer of the other world
railways. Partlcularly, as compared to the major freight railways [ike US Railroads, Chinese and
Russian Railways, the freight rates of Indian Railways are extremely high. In fact, the rates on US
Railroads are one-fourth that of Indian Railways asseen below in Exhibit 12;

EXHIBIT 12

Average

Country Revgnue'per:'l'onhe
Indla 3595
Spain 327
S Africa 281
Italy 273
France 218
China 185
Russia 122
Canada 112
USA 100

(White paper on Indian Railways, December, 2009)

CONCOR has increased freight rates by 5-6% in January 2010. There has been an increase of Rs
1100 per 20 feet container {ICD- Tukghlakabad to JNPT-Mumbai; freight cost for 20 feet normal
container hasincreased to Rs 20600 from the earlier Rs19500). CONCOR had carried 1.9 million
TEUs {international carge only) in 2009-10. This will mean an increase of Rs 190 crores with this
tariffincrease.

Suggestion: The Task Force recemmends that the freight rates being charged by CONCOR
should be rationalized to make exports more competitive.
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MINISTRY OF SHIPPING

Issue- 1 Rationalizing High Port Charges

Problem: The port charges payable to the port authorities are one of the highest in the world.
Moreover, as shown below in Exhibit 13, there is a wide variation between the charges levied by
different ports within India.

EXHIBIT 13
HONG |

PORT COCHIN INPT CHENNAI | COLOMBO | SHANGHAI KONG JEBEL AL! SINGAPORE

GRT 50000 50000 50000 50000 50000 50000 50000 50000
~-MNRT——| 30000 30000 | - 30000 30000 30000 30000 30000 30000

LOA 292 292 292 292 292 | 292 292 292

p

H?srt stay | .4 24 24 24 24 24 24 24

Port Call

Cost US$ 26,330 31,727 50,634 9,552 18,946 9,733 6,958 2,387

{Data pertaining to 2609-10}

Suggestion: The Task Force recommends that standardization of port charges across all ports
and reduction of port charges across the board be done to bring them at par with other
countries.
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MINISTRY OF ENVIRONMENT AND FORESTS
(WILDLIFE AUTHORITY OF INDIA)

ISSUE -1 Availability of wildlife officials for clearances at major customs
houses on all working days

Problem: Shipments of hides and skin/semi-tanned/tanned/finished leather requires an NOC
frem wildlife authorities, The wildlife officials are available for only 3 days a week for half a day
at important places like Delhi and Chennai. At some other ports, wildlife officials are available
for only one day a2 week. Further, at some other ports/ICDs, there are no wildlife officials
aveilable currently. Non-availability of the concerned officers causes avoidable clearance
delays and affects exports.

Suggestlon: The Task Force has recommended that wildlife officials should be made available at
major customs ports / express ports at least at a specified time on all working days, at least on
ports handling high velume of leather shipments. Suggested locations are Chennai (Alr and
Sea), INPT, Mumbali, Kolkata {Air and Sea), Petrapole, Delhi {Air, ICD TKD, and ICD Patparganj),
ICD Lughiana, ICD Jalandhar, ACTL Faridabad, ICD Tuticorin, ICD Bangalore, Cochin Sea Ports,
Kandla Sea Port. ICD Chakeri, ICD Garhi(Haryana) and ICD Dadri.

In case it is not possibie to place wildlife officials at these locations, they should be placed at

ieast at Delhi (IGI Airport), Chennai (Air and Sea Port), Mumbai (INPT and Alr Port) and Kolkata
(Airand Sea Ports).
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DEPARTMENT OF REVENUE, MINISTRY OF FINANCE

ISSUE-1 Single running bond for EP Scheme for all custom locations to reduce
financing cost

Problem: A bond/BG is required to be submitted at Customs, for each authorization
separately. This adds to paper work and transaction time both at the end of the unit as well as
Customs. Also, @ manufacturer exporter has to file a bond/LUT with excise authorities for
clearing goods without payment of duty or claiming rebate if goods are being expoited on
payment of duty, irrespective of the DGFT scheme under which goods are being exported.

Suggestion: The Task Force recommends that a single bond by the exporter with one
government agency, with a value equal to the sum of the values of individual bonds or bank
guarantees should be sufficient to cover all risks. At least within the Department of Revenue,
the transaction costs can be reduced if the bonds for duty exemption schemes are also filed
with the same excise officer instead of the customs officer. A similar practice is being followed
for 100% EOUs. These would reguire online EDI connectivity between Excise and Customs.

Till the tirme, EDI connectivity between Customs and Excise is putin place, a system as prevalent
in Excise may be introduced for EP schemes to enable filing of a single running bond for all
Custom locations. '

ISSUE -2 Providing working system for Import/export work on weekends to
reduce transaction time

Problem: Excise officials are not available for stuffing after office hours and on weekends.
_Additionally, at Customs locations, exporters are required to pay for the overtime of custom

officials for work beyond scheduled working time. This involves huge cost and reduces the
competitiveness of exports.

Suggestion: The Task Force recommends that since factory and transportation operations are
usually round-the-clock, a shift-wise working system should be developed for customs and
excise officials particularly to cater to import/export workload on weekends. This can be done
initially, on a triat basis, for some identified locations i.e.Customs locations, Mumbai (JNPT and
Airport), Chennai (Seaport and Airport), Delhi (Airport and ICD TKD), Kolkata (Seaport),
Bangalore (Airport), Tuticorin (Seaport), Ludhiana (ICD), Excise locations, Gurgaon,
Ahmedabad, Tirupur, Hyderabad and Pune.

ISSUE -3 Drawback admissibility without filing of EGM to facilitate quicker
disbursement

Problem: Currently, drawbacks are processed by Customs only after Export General Manifest
{EGM) is filed by the shipping / airlines. There are often delays in filing of the EGM and in
clearing EGM errors, which holds back the payment of drawback claims, sometimes even up to
thiree months. In addition, time lag between Let Export Order (LEQ) date and EGM filing leads to
blockage of funds as drawback is only released after EGMis filed.

Suggestion: The Task Force recommends that Drawbacks should be processed without the
filing of EGM. All DGFT schemes are based on LED date of Shipping Bills only. In very few {less
than 0.5%) cases, consignments are returned without being exported, after the LEO has been
issued, that too after the permission of Customs.
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As a trade facilitation measure and to reduce transaction costs, drawback should be released
after LEQ only and should not be linked with EGM filing. In such cases where drawback has been
released on LEO basis but goods are found to have not been exported, DoR may proceed with
recovery proceedings as is done in cases where realisation of export proceeds has not taken
place but drawback has been released. Once this is agreed by DoR, amendments in software
used for drawback processing will also be required. There may be no requirement for any
amendment in Customs Actalso as Section 75 only talks of release of drawback on export goods
'in respect of which an order permitting the clearance and loading thereof for exportation has
beenmade under Section 51 by the proper officer.

ISSUE-4 Relaxing eligibility criteria under ACP to expedite import / export
clearances

Problem: (a} Accredited Client Programme (ACP) of CBEC has only approx. 500 firms listed
under it, due to stringent eligibility criteria. Present eligibility criteria for ACP requires (i} no
cases of Customs, Central Excise or Service Tax booked against them in the previous three
financial years. Cases booked would imply that there should be at least a show cause notice,
invoking penal provisions, issued to an importer; (ii) should also not have any cases booked
under any of the Allied Acts being implemented by Customs; (iii) should have no duty demands
pending on account of non-fulfillment of Export Obligation.

{b) Further, the Risk Management System (RMS) of Customs is only applicable for the Import
Module and has not been implemented for Export Promotion (EP) schemes as a result of which
exporters are denied the benefit of the programme,

Suggestion; (a) The Task Force recommends that the eligibility criteria for ACP should be
relaxed by amending ACP guidelines stating that there should be no Show Cause Notice issued
to firms for mis-declaration, forgery etc. and Show Cause Notice issued for procedural
irregularities will not be a criteria for ineligibility under ACP. This will help in enlisting greater
number of firms under ACP thereby, expediting import/export clearances and help in
decongestion at Ports and reduce transaction costs. {b) RMS should be made available for EP
schemes and in addition, export status of the firm i.e Export House / Trading House et¢. should
be included as one of the parameters in the RMS eligibility (as has been done in case of norms
regarding Bond/BG by Customs).

ISSUE-5 Issuing single consolidated stuffing permission to reduce transaction time

Problem: Process of scheduling the factory stuffing inspection by Excise authoritiesis currently
manual which at times, leads to delays in fixing the schedule and also has costs associated with
travel/manpower. Power scheduling in most States also necessitate functioning of factories on
Saturdays/Sundays which are otherwise non-working days for Excise authorities.

In addition, each Custom House gives a separate factory stuffing permission for export goods
i.e. the exporter (IEC holder) needs a factory stuffing permission for export goods individually
from all Custom Houses {if he is exporting from different Custom Ports), and individually for
different factories and supporting manufacturers.

Suggestion: The Task Force recommends that process of scheduling factory stuffing inspection
should be EDI enabled by Excise. Further, at the Customs end, a single consolidated factory
stuffing permission {and not Custom House wise) should be given for the exporter for all
manufacturing locations of the exporter and its supporting manufacturers specified in the
permission. The exporter may approach any of the EDI Custom Houses for obtaining this
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permission and any delinguent behaviour of the exporter may be assessed by the Custom
House issuing factory stuffing permission from the enline information available with them in
theICES 1.5.

ISSUE-6 Accepting email / fax of export documents from SEZ

Problem: Original export documents are reguired to be sent from the SEZ Customs to Gateway
Port Customs. In cases, where original export documents get delayed the shipment cannot
board the vessel laading to detention charges and even delay in delivery of consignment.

Suggestion: The Task Force recommends that EDI connectivity between SEZs and Customs
needs to be established on priority for seamless flow of import/export documents. However, in
the interim, till EDI is implemented, clearances by gateway ports based on electronic
transmission (email /fax) of export documents received from SEZ should be permitted.

ISSUE-7 Permitting short shipment export from SEZ

Problem: In case of exports from SEZ where the gateway port is different from the SEZ, short
shipment is not allowed by the gateway port authorities. This happens in cases where one
shipping bill has more than one container of export cargo. In certain cases, the gateway port is
located more than 300 kims away from SEZ port. On account of transport bottlenecks, even if
one of the many containers in a shipping bill fails to arrive in time at the gateway port, the
balance containers are also not allowed to be exported till the complete consignment has
arrived at the gateway port. This leads to delay, detention and missing of delivery schedules.

Suggestion: The Task Force recommends that EDI connectivity between SEZs and Customs
needsto be established on priority for seamless flow of import/export documents. However, in
the interim, till EDI is implemented, short shipment of consignment from SEZ should be
permitted at gateway port and the exporter may be asked to file amended shipping documents
tothe SEZ port for short-shipped quantity within a stipulated period of time.

ISSUE-8 Refund of unutilized CENVAT credit in respect of exports

Problem: Credit Balance in Central Excise CENVAT account is not being refunded by Excise
officials in the absence of clear instructions, when predominant portion of production is
exported (exempted from Excise) which reduces the competitiveness of exports.

Suggestion: The Task Force recommends that a large number of cases exist where such
unutilized CENVAT credit has not been refunded to the exporter by the Excise, clear procedures
and guidelines need to be prescribed by CBEC for grant of refund of credit balance laying in
CENVAT Credit (beyond a period of say 3 months); and a system of monitoring where refunds
are not granted on time may be institutionalized.

ISSUE-9 Dispensing with Mate receipt requirement for establishing actual date of
export

Problem: Mate receipt, which is an archaic and redundant document {with Bill of Lading} is
required by Central Excise to establish the actual date of export when the goods are being
exported through an (CD, as the confirmation from the Customs authorities at the gateway
port takes time. Obtaining mate receipt from shipping lines involves cost/time and leads to
delayininitiating process for claiming rebate on export goods or bond cancellation from Excise
authorities.
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Suggestion: The Task Force recommends that mate receipt can be dispensed with, if the LEO
date mentionad on the shipping bill is taken as the date of actual shipment by Central Excise,
along with the 'Onboard Bill of Lading'; which should be sufficient for establishing actual date of
export by Excise authorities.

ISSUE-10 Lay down all industry service tax rate

Problem: The refund of service tax paid on output services is provided only on the actual
incidence of service tax suffered. This requires submission of large number of supporting
documents. Most of the exporters do not get the refund even within 6-12 moniths of exports.

Suggestion: The Task Force recommends that a scheme should be formulated to provide
refund of service tax in the form of All Industry Service Tax Rate refund like All Industry rate of
Duty Drawback. Those exporters who are not satisfied with the All Industry Service Tax rate may
opt for a brand rate of Service Tax, as in the ¢ase of fixation of brand rate of Duty Drawback for
export goods,

Atimetable to operationalise All Industry Service Tax rate may be outlined.

ISSUE-11 Allowing specific write-off by RBI/payments from ECGC/GIC on
account of buyer default for duty drawback benefit

Problem: Under Para 2.25.1, 2.25.2 and 2.25.4 of Handbook of Procedutes Voll, payment
received through ECGC cover, General Insurance cover and specific write-off by RBI {and not for
self write-off cases) is counted for export benefits under various export promotion schemes
specified in Foreign Trade Policy.

However, payment received from ECGC Cover / General Insurance Cover and specific write-off
from RBI on aceount of default by buyer (for not remitting export proceeds) is presently not
counted for Duty Drawback benefit, and drawback is required to be surrendered in such cases.

Suggestion: The Task Force recommends that on lines of FTP, payments received through
ECGC/General Insurance Companies and specific write-off from R8BI should be counted for
providing Duty Drawback benefits also. Amendments, if required, ufs 75 of Customs Act may
also be cairied out to operationalise this.

—1SSUE-12— — Permitting duty free commerciat-shipments through-courtermode under—
ED!

Probiem: Duty free commercial shipments (like trimming and embellishments) are not allowed
to be cleared through courier mode, and are mandatorily passed through cargo mode. Bills of
Entry for suchimports need to be processed manually.

Present 'Courier Imports and Exports (Electronic Declaration and Processing) Regulations,
2010'issued in May 2010 specify that these regulations shall not apply to (i) import or export of
goods under any export promotion scheme other than Export Oriented Unit (EQOU) scheme and
similar schemes referred to in Chapter 6 of the Foreign Trade Policy 2009-14.; and {ii) goods
where the value of the consignment is above rupees twenty five thousand and transaction in
foreign exchangeisinvolved.

Denial of the facility is detrimental to exports.
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Suggestion: The Task Force recommends that courier mports and Exports {Electronic
Declaration and Processing) Regulations, 2010 need to be amended so as to allow duty free
commercial shipments (as listed in Chapter IB of Foreign Trade Policy} to be processed/cleared
in EDI mode through courier mode.

ISSUE-13 Extending EDI connectivity and strengthening interfaces between DGFT,
Customs and Central Excise

Problem: Most interfaces between Excise department and the business users and also other
departments are presently manual, and the Excise Department is not connected electronically
with Customs and other departments like DGFT.

Suggestion: The Task Force recommends that EDI connectivity between Excise, Customs and
DGFT should be made on a priority basis. This will enable electronic flow of trade documents
like ARE, Shipping Bill, bond information etc. to various user departments and do away with
delays associated with manual transmission of documents. A time table to establish this EDI
connectivity may be established. Specifically, the provision of scheduling of factory stuffing visit
and exchange of information relating to bond filing should be made online on a priority basis at
the Excise end.

ISSUE-14 Liberalizing verification process on Monitoring of Export Obligation

Problem: Department of Revenue has issued Circular No. 5/2010-Cus dated 16 March 2010
laying down the guidelines for verification mechanism and monitoring of export obligation for
various duty exemption and reward schemes.

The circular mentions that the EPCG notifications stipulate fulfillment of at least 50% of export
obligation within the first block. This shall be verified in detail. This would require the exporter
to arrange the presentation of documents at the port of registration of EPCG license, which
would involve considerable cost/time to the exporter.

Suggestion: The Task Force recommends that DGFT has been entrusted with the primary
responsibility of monitoring of fulfillment of export obligation. Therefore, the Customs Circular
mandating detailed verification of export obligation fulfillment in the 1st block in detail should
be amended and, instead of detailed verification, a statement of exports made against £PCG
license which is submitted by the exporter at the Customs Port of Registration should suffice.
Only in exceptional cases, random detailed verification may be done by Customs.
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DEPARTMENT OF FINANCIAL SERVICES (BANKING)
MINISTRY OF FINANCE

ISSUE-1 Reducing processing charges for annual renewal of [imits

Problem:Banks are charging processing fee of Rs 400 per lac subject to a maximum of
Rs 20 lacs on renewal of limits. If an exporter goes for renewal of a limit of Rs S0 ¢rore, he hasto
pay Rs 20 lacs as processing charges. While renewing the limit of exporters, banks heavily rely
on his past track record in approving or disapproving such limits. Such huge banking charges
add to transaction cost.

Suggestion: The Task Force, therefore, recommends that there is no reason to impose such
high charges and they may be reduced to Rs 100 per lac subject to a ceiling of Rs 5 lacs,
Moreover, these charges should only be levied on grant of a new limit and not on its renewal.

ISSUE-2 Reducing mark up on transaction cross currency

Problem: Banks are presently levying their own mark up on the margins between the spot and
forward rate for quoting forward quotation. As a result, a bank earns 4 bips (0.0004) on each
transaction of a dollar be it buying or selling which adds on to 8 bips [1 Euro = 1.3600 USS +/-
0.004 while buying/selling in 2 Euro / USS transaction] at the cost of exporters.

Suggestion: The Task Force recommends that 1 bip per transaction may be charged by banks in
order to cut down the transaction cost in case of cross currency transactions.

ISSUE-3 Reducing negotiation Charges

Problem: Banks are levying 0.15% as the negotiation charges while negotiating the documents
which are quite high.

Suggestion: The Task Force recommends that these charges need to be reduced t0 0.05%.

ISSUE-4 Lowering of booking Charges

Problem: Banks are levying Rs 750 as booking charges and Rs 750 as cancellation charges
against every booking of FOREX with them.

Suggestion: The Task Force recommends that these charges need to be lowered to Rs 250 from
Rs 750.

. ISSUE-5 Easing pre-shipment credit in foreign currency to MSME export sector

Preblem: PCFC is being released in contravention of the recent RBI ¢ircular DBOD DIR (Exp) No.
76/04.02.001/2009-10 dated February 18, 2010 wherein credit in foreign currency is available
at LIBOR plus 2%. Some banks are adding other costs such as Rs 0.25 per US$S whereas circular
clearly specifies “subject to the express condition that the banks will notlevy any other charges
viz. service charge, management charge etc., except for recovery towards out of pocket
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expenses incurred. Similar changes may be effected in interest rates in cases where EURO
LIBOR/EURIBOR has been used as the benchmark”. Further, avaitability of PCFC continues to be
difficult.

Suggestlon: The Task Force recommends that RBI may issue directives to banks to provide PCFC
loans to MSME export sector without fail and on priority basis.

ISSUE-6 Rationallzing penal rate of interest

Problem: Banks charge interest 3% to 4% p.a. for paymenmts received beyond due date. This
problem has become more acute because of delay in export realizations from foreign buyers.
With liquidity crisis, the same has become a burden on exporters.

Suggestion: The Task Force recommends that the penal interest should not exceed 1% over and
above the normal rate of interest being extended to MS5ME export sector. (Although R8I
permits 360 days but if there is a clause in the L/C stating DA 120 days then in such cases, if the
export realization comes on the 130th day then banks charge additional interest of 3% to 4%
over and above the existing rate from the date of shipment).

ISSUE-7 Designating SMERA as credit rating agency for MSME export section

Problem: Basel | norms have made it mandatory that clients get themseives rated through
accredited credit rating agencies like CRISIL and others. These rating agencies charge a fee,
which adds to the overhead cost. SMERA caters to MSME and thus should be allowed credit
rating at reasonable cost.

Suggestion: The Task Force recommends that SMERA {rating agency under Ministry of MSME
and SIDBI) be designated as the sole agency for credit rating of the MSME export sector to cut
down transaction costs.

ISSUE-8 Rationallzing ECGC premlum on preshipment credit

Problem: Banks compulsorily charge exporters ECGC premium on pre-shipment credit, which is
a risk that banks should cover (or claim from ECGC) and not recover from exporters, unlike the
post-shipment credit. Thisincreases the financing cost to the exporters.

Suggestlon: The Task Force recommends that there should be a complete review of this
scheme, and option should be devised wherein exporters with good track records can save this
premium,

ISSUE-9 Enhancing transparency in IBR and margin during purchase of export bills
by banks

Problemn: Normally banks charge a difference in exchange rate when they purchase export bills
and this margin is linked to the IBR {inter Bank Rate) of the foreign currency. However, there is
no transparency in this process to the exporters.

Suggestion: The Task Force recommends that Banks may be asked to declare the IBR and the
applicable margin to the exporter when they purchase foreign bills.
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ISSUE-10 Removing restriction on closing of limits by a customer with a bank
should not be penalized

Problem: Many banks impose a penalty clause when their customer ¢loses his limit and goes to
another bank. Thisis unhealthy and prevents competition which can benefit the customer.

Suggestion: The Task Force recommends there should not be any restriction on the customerin
goingto other banks especially when he is getting more favorable terms from other banks.

ISSUE-11 Mandatory requirement of Forms 15 CA and 15 CB only for transactions
greater than a certain value

Problem: RBi has mandated the filing of Form 15 CA and Form 15 C8B for all transactions
requiring payment to foreign suppliers. The form requires to be certified by a Chartered
Accountant for every transaction, who charges Rs 2000 for each certificate. Therefore, the
expense of getting the certification can run into several lakhs for a typical exporter and a2dd to
transaction time and cost.

Suggestion: The Task Force recommends that a limit be imposed for the use of Form 15 CA and
Form 15 CB. it is highly unlikely that for small amounts of, say, even USS 2000, money
laundering would be happening. Thus, if the transactions cross a certain limit, say, US$ 50,000
peryear, then the requirement of Form 15 CA and Form 15 CB can be made compulsory.
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Annexure 2

ESTIMATES OF TRANSACTION COST




ESTIMATES OF TRANSACTION COST

The breakup done by the Doing Business 2010 Werld Bank report regarding the total cost {and
time] in terms of documents preparation; customs clearance and technical control; ports and
terminal handling; and inland transportation and handling is shown below in Exhibit 14, The
average volume of containerized exports from India is approximately 3.4 million Twenty-foot
equivalents (TEUs). This translates to a transacticn cost for containerized exports of
approximately USS 3.2 billion {3.4 million TEU x USS 945), Assuming that the non-containerized
sea cargo incurs the same transaction cost per unit, this translates to total transaction cost of
USS 16.3 billion. Further extrapolating to air cargo gives us a total figure of transaction cost of
Uss$ 17 billion,

The Methodology adopted by the Task Force took into consideration various parameters that
lead to the overall transaction cost for every export consignment. On the basis of secondary
data analysis and expert opinion the various indicators that were factored in include, the
manpower cost, cost of maney locked as a result of Bank Guarantees, Drawback amount etc,

EXHIBIT 14

Preparation of documents |s the single biggest driver of
cost and time

Time taken for various export procedures (2009)
Days

4 17

Costincurred in various export procedures (2009)

US$
300 945
175
120 ‘ ‘
350 | |
Documents Customs Ports and Inland Total
preparation clearance terminal transportation
and handling and handling
technical
control
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‘ ISSUE# 2 ] Expediting issuance of phyosanitary Cerlflates Ministry of Agrlculturtj

Total Transaction Cost = Rs 7.4 Crore + Rs 1.5 Crore = Rs 8.9 Crore

D.0. No. 35-_2/2010- PP-ll, dated 18/10/2010 of Minister of Agriculture & Consumer
Affairs, Food & Public Distribution
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ISSUE # 3 AQCS facillty should be made available at Kanpur and Jalandhar | Ministry of Agrleulture

{I)PROBLEM

At present, import of raw hides, semi processed/finished leather is only allowed at Customs
station of Delhi, Kolkata, Chennai, Mumbai, Bangatore and Hyderabad. Exporters at Kanpur and
Jalandhar are, therefore, required to import at any of the permitted locations and after
Customs clearance take them to thelr factory by rail/road which add to increase in the cost of
suchinputsandaddto transaction time.

(I} TRANSACTION COST
There are no Manpower & Administrative Cost and Value of Money Locked components in
this particuiarissue.

Otherdirect costs for Issue #3

« Total containers meant for KanpurandJallandhar= 10,000

Additional costincurred while clearing and transporting from Mumbai= Rs 15,000
* Total Cost: Rs 15,000 x 10,000

* ValueinRs=1500Crore

* Transaction Cost Involved: Rs 15 Crore

Total Transaction Cost = Rs 15 Crore

(il1) PROCESS POSITION TODAY

The Department of Animal Husbandry, Dairy & Fisheries has constituted a committee of
experts on this issue. It is, however, understood that though decision in principle to allow
imports of raw leather at Kanpur has been taken, implementation modalities are yet to be
notified.

{IV) NOTIFICATION / ORDER ISSUED BY THE CONCERNED DEPARTMENT

D.O. No. 35-2/2010- PP-1l, dated 18/10/2010 of Minister of Agriculture & Consumer
Affairs, Food & Public Distribution
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ISSUE#H 4 Ratlonalizing Alrport operator charges Minlstry of Agriculture

{I) PROBLEM

The compulsory X- Rays charges at Mumbai, Delhl, Chennal express terminals are Rs 6 per kg
as against Rs 0.8B0 per kg at the Cargo Terminals. The rent charged by private airport operators is
also higher than the General Cargo rates without any sound logic behind the discrimination.
Thisintreases the cost manifold.

(I TRANSACTION COST

There are no Manpower & Administrative Cost and Value of Money Locked components in
this particular issue.
Otherdirectcostforlssue #4

Direct cost Total Cost
% of Exports Affected
(Rs.| P (Rs, Crace)
1200/Shipment 5% 43.B

* The charges being levied by the airport operator for X-ray screening of courier based exports
impacts 5% of India’s total exports, or exports.

* Since number of export shipments from India in a day estimated at 20,000, this means on
average, 20,000 X .05 = 1000 shipments are impacted by such charges every day. In a year this
amounts to 1000 X 365=3,65,000 shipments.

* Since the charges lsvied for x-ray screening are Rs. 1.5 per kg, and working with the
assumption that an average air-cargo shipment is about 800 kgs, the cost per
shipment works out to Rs, 1200
pershipment on average.

= This works out to 1200 X 3,65,000 = Rs. 43.8 Crore of total transaction cost imposed
on exporters due to this requirement.

(11) PROCESS POSITION TODAY

!_ Total Transaction Cost = Rs 43.8 Crore

Charges for the screening of express cargo and courier shipments have been examined and
Delhiinternational Airport Private Limited has revised the rate from Rs. 6/-to Rs. 1.65 per kg for
export courier atthe Express Courier Terminal, |G], Airport,

{IV) NOTIFICATION / ORDER ISSUED BY THE CONCERNED DEPARTMENT

Express Industry Council of India's No. EICI/ DEL-XPT /001,dated 01/04/2010
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ISSUE#6 Ad-hoc norms applicability to past one year cases Ministry of Commerce J

& Industry

(1) PROBLEM

Ad-hoc norms, ratified by Norms Committee at present under Para 4.7 of Hand Book of
Procedure Vol.1, Foreign Trade Policy, 2009-14 cover only prospective authorizations.
Therefore, the applicant is required to get norms fixed again for authorization obtained in the
pastwhich add to transaction time and cost for exporter and repetitive work at the end of DGFT.

{11) TRANSACTION COST

Otherdirect cost forlssue # 6

Direct cost [Rs.) 5% of Exports Affected Total Cost
) {Rs. Crore}
1000 59, 36.5

* Assuming that 20,000 shipments are exported per day from the country, total number of
shipments peryear are 20,000 x 365 = 7300000.

* During ayear, the number of shipments affected would be 20,000x 365 = 73,00,000.

* Changes in Ad-hoc norms governing exports affect 5% of total shipments, this equals;
73,00,000 % .05 =365000 shipmentsin a year.

* Assuming that cost per shipment to deal with changed norms is Rs 1000, total cost works out
to;365000x 1000 =Rs 36.5 Crore,

L Total Transaction Cost = Rs 36.5 Crore

{1I) PROCESS POSITION TODAY

The Norms ratified by the Norms Committee for same export and Import products in respect
of an autherisation obtained under paragraph 4.7 of the FTP 2009-14, shall be valid for a period
of one year (both past and future) reckoned from the date of ratification. Authorisation issued
by Regional Authority in such cases need not be forwarded to Norms Committee for
fixation/ratification.

{(IV) NOTIFICATION / ORDER ISSUED 8Y THE CONCERNED DEPARTMENT

Para 4.7.1. of Handbook of Procedure under Foreign Trade Policy 2009-14
(released on 23.08.2010)
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Total Transaction Cost = Rs 2,5 Crore + Rs 0.5 Crore = Rs 3 Crore
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Grant of MDA assistance for participation In International falrs/ exhibitlons DGET

|
SSUE #10 should be made company-specific and not Individuai-specific

* NoTransaction Cost Mitigation involved.

ISSUE# 11 Clubblng of annual advance authorization with advance authorlsation DGFT

{1) PROBLEM
Clubbing of annual advance authorization with advance authorization is not permitted for
regularization though both authorizations settle case based onsame input output norms.

() TRANSACTION COST

Otherdirect cost for Issue # 11

* Vaiue of annual advance autherization pending forclubbing =Rs 100Crore

* Value of excess exports eligible for clubbing{over the exportobligation}=10 Crore
= Average duty @ 7.5%plusinterest @ 15% for 2years=10%

« Dutyandinterestinvolved In clubbing = 10% of Rs 20 Crore

Benefit accruing on clubbing = Rs. 1 Crore

{111) PROCESS POSITION TODAY
« Para 4.20 of the Handbook of Procedure Volume-| {(2009-14) has been amended to provide
for clubbing of advance and Annual Advance Authorlsation.

{IV) NOTIFICATION / ORDER ISSUED 8Y THE CONCERNED DEPARTMENT

Para 4.20 of HBP Volume 1 under FTP 2009-14 released on 23.08.2010
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Ministry of Commerce

ISSUE# 12 Better EDI facilitation to be provided by DGFT & Industry

{JPROBLEM -

(a) While online facility for filing of application has been provided, no offline facility exists. Offline
facility is required as sometime due to high work load at the server, the connection is lost and all the
filled in data gets wiped off; {b) Advance Authorisation, Duty Entitlement Passbook Scheme (DEPB) and
Export Promotion Capital Goods Scheme (EPCG) are fully operational with Customs which facilitates
faster online import and export clearances at designated EDI ports. However, the EDI does not egver all
schemes of Foreign Trade Policy (FTP) 2009-14, primarily the incentive schemes under Chapter 3 of the
FTP 2009-14; (¢} Online facility for post authorization work like ARO/Invalidation letter, Redemption ete
need to be incorporated.

{I) TRANSACTION COST
a) Manpower and Administrative Costs forlssue # 12

Days % of Exports Affected Cost for all exports per day (Rs. Crore) | Total cost (Rs. Crore)

10 75% 24.5 183.9

* Refer to Exhibit 15 {i}

+ This will facilitate clearance of Export consignments and will save about 10 days. The cost has been
arrived on the basis of manpower cost of all exports per day x 10 % exchange rate affecting 75 % of
exports. Therefore, the same is calculated as Tollows: USS 5.4 Million(Total man power cost of all
exports per day) x10x Rs.45 = Rs 245 Crore.

+ 75%of the same comesto Rs 183.9 Crore.

b} Cost of Money Locked forlssue #12

Vialue of maney focked for all exports ]

Tot .
Days % of Exports Affected (Rs. Crore) otal cost (Rs. Crore} i
10 75% 15300 32.7 i

+ Refer to Exhibit 15 (it} & {iii}

* Inthis particular, the value of moneylocked up is US $ {3400 x 45) =Rs 15,300 Crore

» Thecostfor one day, affecting 75% of exports, comes out toRs. 11,475 Crore.

*+ Since this has to be calculated for 10 days, the amount has been further divided by 365/10
which comestoRs. 314.36 Crore

* This armount of locked up money at an interest rate of 12% for comes to Rs. 37.7 Crore,

¢) Otherdirect cost forlssue#12

« Other direct cost are almost insignificant as same internet and personnel infrastructure can be used
by exporters to file their requests. For e.g 75% of about 200000 authorisations per year would imply a
direct cost of at best Rs 1.5 Crore presuming an incidence of Rs.100 per application of internet/data
entry charge. The total net cost saved isthus Rs 220 Crore.

| Total Transaction Cost = Rs 183.9 Crore + Rs 37.7 Crore = Rs 220 Crore i

{11} PROCESS POSITION TODAY

* An off-line data entry package of Advance Authroisation and EPCG application to facilitate speedier
on-line filing of such applications on DGFT's Server has been initiated on 23.08.2010. New software
initiatives like on-line filing/issuance of status holder certificates, message exchange with customs {or
DFIA, Annual Advance Authorisation and reward Schemes of Chapter-3 of Foreign Trade Policy 2009-14
and availability of information related to ARO/Invalidation on direct import are under advance stage of
preparation for implementation. The status holder package is under final stage of audit.

[IV] NOTIFICATION f ORDER ISSUED BY THE CONCERNED DEPARTMENT
[ The offiine data entry facility is embedded in the filing module on DGFT's website |
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Department of Revenue,
Ministry of Flnance

ISSUE # 13 24 X 7 customs operations

{lPROBLEM

» Excise officials are not available for stuffing after office hours and on weekends. Additicnally, at
Customs [ocations, exporters are required to pay for the overtime of custom officials for work beyond
scheduled working time. This involves huge cost and reduces the competitiveness of exports.

{11} TRANSACTION COST
a) Manpower and Administrative Costs for Issue # 13

I
‘ Days % of Exports Affected i Cost for all exports per day (Rs. Crore) | Total cost (Rs. Crore)
!

1
i
[ 3 20% | 24.5 14.7 |

= RefertoExhlbit15 (1)

» Manpower Cost of all exports for 3 days = USS 5.4 Million @ Rs.45 exchange ratex3=Rs 73.5 Crore.

= Since, this particular issue impacts only 20% of exports, the total Manpower Cost comes out to Rs
73.5Crorex0.2=Rs 14.7 Crore.

b) Cost of Money Locked for [ssue#13

Days % of Exports Affected Value of monr;sloé:(:::or all exports Total cost (Rs. Crore)
3 20% 15300 3

» Referto Exhibit 15 {ii) & (iil)

« Inthis particular, the value of money locked upis US $ (3400 x45) = Rs 15,300 Crore

+ Since thisissue affects only 20% of exports, it comes down to Rs 3600 Crore.

= The cost for one day, affecting 10% of exports, comes out toRs. 41.91.

» Assuming an interest rate of 12% p.a., the opportunity cost of money for 1 day amounts to
Rs. 1 Cr,thus for 3 daysit amounts to Rs. 3 crore,

c)Otherdlrectcostforlssue #13

Direct cost 3% of Exports Affected Total Cost
{Rs. Croce)
2000 20% 292

= The additional cost of storage for extra days is taken as Rs 2000 per shipment on average.

= Since 20,000 shipments are affected per day in the country and 20% of them are subjected to waiting
due 1o unavailability of 24/7 services by customs and excise, 4000 shipments in the country per day
isaffected.

* During ayear, the number of shipments affected would be 4000x 365 = 1460,000

» With Rs.2000 as the direct cost of delay per shipment per day due to non-availability 24/7 services,
the amount comes of Rs 14600,000x 2000=Rs 252 Cr

Total Transaction Cost = Rs 14.7 Crore + Rs 3 Crore + Rs 292 Crore = Rs 309.7 Cr

{11} PROCESS POSITION TODAY

* CBEC has informed that since factory and transportztion operations are usually round the clock, a
shift wise working system of Customs & Excise officials to cater toimport/export work load on weekends
has been initiated. [nitially, a Pilot for 24x7 Customs Clearances has begun at eight identified locations
(Vishakahapatnam, Koikata, Jamnagar, Mangalore, JNPT, Mumbai, Bhubenaswar, Chennai) to increase
the operational efficiency.

(IV) NOTIFICATION / ORDER ISSUED BY THE CONCERNED DEPARTMENT

CBEC's OM No. 77463/ FM/ VIP/ 2010, dated 15/09/2010
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Extension of ACP to Status Holder and removal of issuance of Department of Revenue,
SCN as ground of non entitlement for ACP Ministry of Finance

ISSUE # 14

(() PROBLEM

(a) Accredited Client Programme (ACP) of CBEC has only approx. 500firms listed under it, due
to stringent eligibility criteria. Present eligibility criteria for ACP requires (i) no cases of
Customs, Central Excise or Service Tax booked against them in the previous three financial
years. Cases booked would imply that there should be at least a show cause notice, invoking
penal provisions, issued to an importer; {ii) should also not have any cases booked under any of
the Allied Acts being implemented by Customs; (iii) should have no duty demands pending on
account of non-fulfillment of Export obligation.

(b} Further, the Risk Management System {RiMS) of Customs is only applicable for the Import
Module and has not been implemented for Export Promotion (EP) schemes.

{II) TRANSACTION COST
a} Manpowerand Administrative Cost forissue # 14

Days % of Exports Affected Cost for all exports per day [Rs. Crore} | Total cost {Rs. Crore)
3 70% 24.5 51.5 |

s Referto Exhibit 15 (i}

« Manpower Cost of all exports for 3 days = US$ 5.4 Million @ Rs.45 exchangeratex3=Rs73.5
Crore.

* Since, this particularissue impacts 70% of exports, the total Manpower Cost comes out to Rs
73.5Crorex 0.7=Rs51.5Crore.

b)Cost of Money Locked forlssue #14

Bavs % of Exports Affected Value of mon;::slo::::!;or all exports

3 70% 15300 - 10.6

Total cost {Rs. Crore)

+ Refer to Exhibit 15 (ii} & {iii}

* Inthis particular, the value of money locked upis USS (3400 x45) =Rs 15,300Crore.

* Since thisissue affects only 70% of exports, itcomes down to Rs 10,710 Crore.

* Since this has to be calculated for 3 days, the amount has been further divided by 365/3
which comesto Rs.88.02 Crore

* This amountoflocked up money at an interest rate of 12%for 3 days comestoRs. 10.6 Crore.

¢) Otherdirect costs forissue 14

» The other direct cost which is for the reauirement of certification by Chartered Accountants
or Chartered Engineers which normally is issued at a service charge of Rs.1000 ,which is not
applicable inthe case and thus treated as zero.

[ Total Transactlon Cost = Rs 51.5 Crore + Rs 10.6 Crore = Rs 62 Crore

{11} PROCESS POSITION TODAY
* Recognized Status holders under the Foreign Trade Policy have been extended the benefit of
Accredited Clients Programme (ACP) to provide them assured facilitation.

(IV) NOTIFICATION / ORDER ISSUED BY THE CONCERNED DEPARTMENT

[ Circular No. 29/ 2010-Customs, dated 20,8.2010
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Issuing single consolldated stuffing permission to reduce Department of Revenue,

ISSUE # 15 .
transaction time Ministry of Finance

(I)PROBLEM

Process of scheduling the factory stuffing inspection by Excise authorities is currently manual
which at times, leads to delays in fixing the schedule and also has costs associated with
travel/manpower. Power scheduling in most States also necessitate functioning of factories on
Saturdays/Sundays which are otherwise non-working days for Excise authorities. In addition,
each Custom House gives & separate factory stuffing permission for export goods i.e. the
exporter {IEC holder) needs a factory stuffing permission for export goods individually from all
Custom Houses (if he is exporting from different Custom Ports), and individually for different
factories and supporting manufacturers. Scheduling of factory stuffing is not available online,
and a single factory stuffing permission is not given, requiring multiple visits.

{(l) TRANSACTION COST

(a)Manpowerand Administrative Cost for Issue ¥ 15

Days % of Exports Affected Cost for all exports per day [Rs. Crore] | Total cost (Rs. Crore)

s 50% 24.5 61.25

* Referto Exhibit 15 (i)

* Manpower Cost of all exports for 5 days = USS 5.4 Million @ Rs.45 exchange rate x5 = Rs
122.5Crore.

= Since, this particular issue impacts only 50% of exports, the total Manpower Cost comes out
toRs122.5 Crorex0.5=Rs61.25Crore.

b)Cost of Money Locked forlssue #15

Days % of Exports Affected ‘ Value of money locked for all exports Total cost {Rs. Crore)
{Rs. Crore}
5 50% | 15300 12.6

* Refer to Exhibit 15 (ii} & (iii)

* Inthis particular, the value of money locked up is US$ {3400 x 45) =Rs 15,300 Crore.

* 50% which comesto Rs. 7650 Crore.

* Assuming aninterestrate of 12%p.a., the opportunity cost of money for 1 day amounts to Rs.
2.51Crore.

= thus for S daysitamountsto Rs. 12.6 Crore.

{¢c) Other direct costs for lssue #15
+ There are no other direct costsinvolved with reference to this issue

B Total Transactlon Cost = Rs 61.25 Crore + Rs 12.6 Crore = Rs 73.9 Crore |

{1} PROCESS POSITION TODAY

+ The Central Board of Excise & Customs has agreed to grant a single factory stuffing
permission valid for all the customs stations instead of custom station wise permission,
subject to certain conditions.

{IV) NOTIFICATION / ORDER ISSUED BY THE CONCERNED DEPARTMENT

| Circular No. 20/ 2010-Customs, dated 22.7.2010
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Department of Revenue,
Ministry of Finance

ISSUE ¥ 16 Delayed Refund of CENVAT Credit Balance on Exports

(1) PROBLEM

Credit Balance in Central Excise CENVAT account is not being refunded by Excise officials in
the absence of clear instructions, when predominant portion of production is exported
{exempted from Excise) which reduces the competitiveness of exports.

In a large number of cases where such unutilized CENVAT credit has not been refunded to
the exporter by the Excise, clear procedures and guidelines need to be preseribed by CBEC for
grant of refund of credit balance laying in CENVAT Credit (beyond a period of say 3 months}; and
a system of monitoring where refunds are not granted on time may be Institutionalized.

{1l TRANSACTION COST

a) Manpower and Administrative Cost for Issue# 16 -Not Applicable

b) Cost of Money Locked forlssue #16

Value of locked for all ' i
Days % of Exports Affected alue mon‘e:s nc:r:rel rall exparts Total cost {Rs. Crore) }
180 25% 8100 “Tes T

= Refer to Exhibit 15 (ii} & (iii)

* |n the instant case referred to above, which affects 10 % of the exports with average excise
duty of 10%.

» The value of money locked up is 8,10,000 {Yearly exports in Rs Crore.)x 10% = Rs. 81,000
Crore

» 10%ofthe same=Rs 8,100 Crore peryear

» Since about 25% cases are delayed beyond silx months or so, the amount affected is 25% of
8,100=Rs 2,025 Crore onyearly basis.

= As this has to be calculated for 180 day, the amount has been further divided by 365 and
multiplied by 1801.e.2,025x180/365=598.6

+ This amount of locked up money at an interest rate of 12% comes to Rs.119.8 Crore or
Rs120Crore.

¢) Other direct costs forIssue # 16 - Not Applicable

| Total Transaction Cost = Rs 120 Crore. \

{111} PROCESS POSITION TODAY
CBEC has issued necessary administrative instruction to ensure timely refund of credit
balance in CENVAT account to exporters. :

[IV] NOTIFICATION / ORDER ISSUED BY THE CONCERNED DEPARTMENT

CBEC Office Memorandum No 77463/FM/ViP/2010, dated 15.9,2010
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Dispensing with Mate recelpt requirement for establishing actual | Department of Revenue,

ISSUE# 17 date of export Ministry of Flnance

(1) PROBLEM

Mate receipt, which is an archaic and redundant document {with Bill of Lading) is reguired by
Central Excise to establish the actual date of export when the goods are being exported through
an ICD, as the confirmation from the Customs autharities at the gateway port takes time.
Obtaining mate receipt from shipping lines involves cost/time and leads to delay in initiating
process for claiming rebate on export goods or bond cancellatien from Excise authorities.

(1I) TRANSACTION COST

a) Manpower and Administrative Cost for Issue # 17

T .

Days % of Exports Affected Cast for all exports per day (Rs. Crore) | Total cost (Rs. Crore) ‘
- 1

1 100% 4.5 | 24.4 |

* Refer to Exhibit 15 {i)

* Manpower Cost of all exports for 1 day = US$ 5.4 Million @ Rs.45 exchange rate x 1 =Rs 24.5
Crore.

= Since, this particularissue Impacts only 100% of exports, the total Manpower Cost comes out
toRs 24.5 Crore.

b) Cost of Money Locked forlssue#17

T .
’ Days | % of Exports Affected i Value of maney locked for all exports | Total cost {Rs. Crare)
15 | 10% ] 15300 7.5

* Referto Exhibit 15 (ii) & (iii)

* Inthis particular, the value of money locked up s US 5 {3400 x45) = Rs 15,300 Crore

* Thecost for one day, comesouttoRs. 41.91,

* Thisamountoflocked up money at aninterest rate of 12% for 1 day comesto Rs. 5 Crore.

¢) Other direct costfor Issue#17
* There are not other direct cost Involved inthis case.

Total Transaction Cost = Rs 24.5 Crore + Rs 5 Crore = Rs 29.5 Crore.

(111) PROCESS POSITION TODAY
» CBEC has issued necessary administrative instruction to dispensing with submission of mate
receipt to establish the date of export subject to necessary condltions.

{IV) NOTIFICATION / ORDERISSUED BY THE CONCERNED DEPARTMENT

CBEC Office Memorandum No 77463/FM/VIP/2010, dated 15.9.2010
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Department of Financlal

ISSUE # 18 Ratlonallsing charges of penal Interest rates
Services

{I}PROBLEM

Banks are levying interest of 3% to 4% on payments received after due dates. The problem
has compounded on account of financial crisis leading to slow down which Is impacting
remittances for exports.

{Il) TRANSACTION COST
There are no Manpower & Administrative Cost and Value of Money Locked comiponents in
this particularissue.

Otherdirect cost forlssue # 18

* Totalcredit availed by exporters=Rs 1,24,000Crore

= Percentage of payments received after due date=5%

» Totalamountof paymentsafter due date=Rs 6,200 Crore
* Average percentage of penaltyimposed =3%

Value of penalty amount collected = Rs 6,200 x 0.03 % = Rs 186 Crore

{111 PROCESS POSITION TODAY

* Reserve Bank of Indla has relterated relevant instructions to all Banks to ensure that post
shipment credit at centrallzed rates was made available in case of overdue bills up to 180
days as stipulated.

{IV)NOTIFICATION / ORDER ISSUED BY THE CONCERNED DEPARTMENT

RBI has issued a master circular dated 1st July 2010 reiterating the instructions
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Department of Financfal

ISSUE # 19 Processing charges for renewal of annual limit
Services

(1) PROBLEM

Banks are charging processing fee of Rs 400 per lac subject to @ maximum of Rs 20 lac for
renewal of annual limits. While renewling the annual limits, banks rely heavily on past track
record in approving or disallowing such limits. Therefore, such heavy charge Is not warranted
andonly adds to the heavy transaction cost.

(1) TRANSACTION COST
* There are no Manpower & Administrative Cost and Value of Money Locked components In
this particular issue.

Otherdirect cost for Issue # 19

* Total creditavailed by exporters=Rs 1,24,000 Crore

* Percentage of exporters who avail credit,seek renewal of annual limit=30%
* Totalamountof credit for which renewal sought=Rs 37,200 Crore

* Renewalfee charged for aforesald credit @ Rs 400/lac=Rs 37,200,00x 4

Total Renewal fee = Rs 148.80 Crore

{111} PROCESS POSITION TODAY
Leading banks like Union Bank of India, Bank of Baroda, Canara Bank, Punjab National Bank
have reduced these processing charges.

{IV) NOTIFICATION f ORDER ISSUED BY THE CONCERNED DEPARTMENT

D.0 No. 7/43/2010-BOA, dated 3.11.2010 from Department of Financial Services,
Ministry of Finance
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ISSUE # 20

Lowering of booking charges for foreign currency

Department of Flnancial
Services




Department of Flnanclal

ISSUE # 21 Additional charges levied on PCFC Loans
Services

{1} PROBLEM
Contrary to RBI instruction to provide PCFC at LIBOR + 200 basls points, Banks are levying
additional charge of 0.25% ralsing credit cost for exporters.

{Il) TRANSACTION COST
* There are no Manpower & Administrative Cost and Value of Money Locked components in
this particular Issue.

Other direct cost for Issue # 21

* Totalcredit availed by exporters = Rs 1,24,000Crore
* Percentage of FOREX Credit=20%

* Totalamountof FOREX credit=Rs 24,B00Crore

* Additlonalcharges=0.25%

Value of additional charges collected= Rs 24,800x0.25%= 62 Crore

{11t} PROCESS POSITION TODAY

» Leading Banks like Punjab National Bank, State Bank of India and Bank of Baroda have
confirmed extending Pre-shipment credit in Forelgn Currency (PCFC) and (PBOR) +2% with no
other charges beinglevied,

{IV) NOTIFICATION / ORDER ISSUED BY THE CONCERNED DEPARTMENT

D. 0. No. 7/ 43/ 2010-BOA dated 03.11.2010 from Department of Financial Services
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ISSUES TO BE IMPLEMENTED SHORTLY

Single running bond for EP Scheme for all custom locatlans to reduce | Department of Revenue,

ISSUE # | .
financing cost Minlstry of Flnance

(1) PROBLEM

For each Authorization, 2 separate bond/BG is required to be submitted at Customs which
adds to the paper work and increases the transaction time both at the end of the unit as well as
the Customs. Also, 2 manufacturer exporter has to file a bond/LUT with excise authorities for
clearing goods without payment of duty or claiming rebate if goods are being exported on
payment of duty, irrespective of the DGFT scheme under which goods are being exported.

{1} TRANSACTION COST

a) Manpower and Administrative Costs for Issue # |

Days % of Exports Affected Cost for all exports par day (Rs. Crare) | Total cost {Rs. Crore)

10 33% 24.5 81.7

= Refer to Exhibit 15 {i)

= Manpower Cost of all exports for 10 days = US$ 5.4 Million @ Rs.45 exchange rate x3 = Rs 245
Crore.

* Since, this particularissue Impacts 33% of exports, the total Manpower Cost comes outto Rs
245Crorex 0.33=Rs81.7 Crore.

b} Cost of Money Locked forlssue |

i Days % of Exports Affected Valuepf mom{z:siu‘l::rl(:i;‘or all exports Total cost (Rs. Crore)
| 120 75% 10800 3196

» Referto Exhibit 15 [1i} & (iii)

* In this particular, the value of money locked up is based only cn the cost of bank guarantee
executed with the Government as no Drawback is involved, which comes to US § (2400
x 45)=Rs 10,800 Crore.

* Caleuiating the same for one day, the amount has been further divided by 365 which comes
toRs. 299 Crare

* Sinceit affects 75% of exports, the value comes out to Rs. 22.2 Crore.

* Further,the amount of locked up money at an interest rate of 12% for 1 day comes to Rs. 2.67
Crore. Therefore, thevalue of money locked up for 120 daysis Rs 319.6 Crore.

c) Other direct cost forIssue # |
There are not other direct costs involved inthis case.

Total Transaction Cost = Rs 81.7 Crore + Rs 319.6 Crore = Rs 401.3 Crore

{11} PROCESS POSITION TODAY

The issue has been taken up with the Department of Revenue and is likely to be |
implemented in couple of months. ;
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Department of Revenue,
Ministry of Finance

ISSUE# N Lay down All Industry Service Tax Rate

(1) PROBLEM

The refund of service tax paid on output services is provided only on the actual incidence of
service tax suffered. This requires submission of large number of supporting documents. Most
of the exporters do not get the refund even within 6-12 months of exports.

(1) TRANSACTION COST

a) Manpower and Administrative Cost for lssue #1I

Days % of Exports Affected Cost for all exports per day (Rs. Crore) ] Total cost [Rs. Crare]

I 100% 24.5 | 1226

» Referto Exhibit 15 (i}
* Manpower Cost of all exports for 5 days affecting 100% of exports = US$ 5.4 Million @ Rs.45
exchangeratex3=Rs122.65Crore.

b) Cost of Money Locked farissue #1l

* Referto Exhibit 15 {ii} & {iii)

* The cost of money locked in this case is 0.5% of the India's total exports, i.e. Rs 810,000 Crore
x0.5%=Rs 4050Crore

* Therefore, the moneylocked for one daywould be Rs 11.1 Crore.

* Taking an interest rate of 12% on this amount for 1B0 days, the Total Cost of Money locked
would be Rs 1.33 Crore x 180 days =Rs 239.7 Crore,

Total Transaction Cost = Rs 122.6 Crore + Rs 239.7 Crore = Rs 362.2 Crore

{111) PROCESS POSITION TODAY

The issue has been taken up with the Department of Revenue and is likely to be
implemented in couple of months.
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Salient Features of Documentation and Clearance
System in Singapore and Denmark

SINGAPORE

* Trade Net' is the Singapore Customs Import & Export Web based documentation and
processing system. Customs and Immigration & Checkpoint Authority are the autharities
responsible for trade, customs and immigration controls. Immigration & Checkpoint
Authority (ICA) is responsible for physical border controls and is available 24x7 at the ports
for physical examination of cargo, wherever required. Singapore Customs is responsible for
both customs and trade regulatory functions (i.e. both functions are performed by a single
agency). No other agencyis physically present at the ports except the ICA.

* Basic Customs duty on most items is zero in Singapore and there is no excise duty element
also. Singapore Customs does not have any check, including examination, at the time of
exports (except for controlled goods, which are very few in number mainly relating to
strategic concerns). The system is mainly based on post-audit controls and there is zero
rating of GST on exports. Under the 'major exporter scheme', GST is not paid on inputs for
export production at the time of importation. However, after exports, returns need to be
filed with Inland Revenue department for reconciliation. The quantity of inputs required for
export products is based on trust and no SION is stipulated.

* 100% of Customs declarations are processed and approved via Trade Net. In 2007, Singapore
Customs upgraded the Trade Net capabilities {version from 3.1 to 4.0) and are operating the
Trade Net on PPP model. Provision of infrastructure and software development is looked
after by the private operator running Trade Net. Back end is run by NCS (a Singapore Govt
controlled entity) who looks at various issues like technical up-gradations, software logic,
down time, security concerns ete.

100% of the money {duty and other charges) is debited electronically through' Inter Bank
deductions using Trade Net connectivity.

Only a single submission is made to multiple agencies through Trade Net and 34 agencies are
maintaining connectivity with this web based online system. Presently, Trade Net requires a
single UEN registration {Unique Entity Registration - a business identifier number for carrying
on business activities) with ACRA — a Singapore agency. Singapore Government did away
with the requirement of individual registration with multiple agencies 2 years back. Any
individual permission required from the 34 associate agencies are processed by the specific
agencies and thereafter fed into the Trade Net system.
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80 per cent of the declarations are processed within 10 minutes of submission of Customs
declaration on the Trade Net. Pending declarations are only those cases that require human
intervention in Trade Net. Pending or Query cases are communicated online to the declarant
through Trade Netonly,

Level of physical examination isvery low and Is largely non-intrusive and is technology driven
i.e. based on X-Ray and risk based parameters. Intrusive inspections are few and are based
on specificintelligence only.

Trade Met receives about 30,000 declarations per day (both import and export) and about 90
lakh declarations per year. A user fee of S5 1.98 per transaction is charged by the Trade Net
operator.

A'Call Centre' is being run by the Singapore Customs on a 24X7 basis to facilitate Trade Net
users. This CallCentre is the heart of the Trade Net system and has been outsourced to a
private operator — Crimson. The Call Centre operators have been trained extensively on
common gueries and function largely on the FAQ principle. Specialised questions received by
Call Centre are referred to Trade Division autherities. Singapore Customs, on a regular basis,
monitors the response time and activities of the call centre.

In essence, Singapore import/export clearance system has a high degree of automation and
integration between various Government agencies; single point of data entry to operate
multiple transactions with the Government; 24x7 availability of the web based online Trade
Net system and 24 X 7 Call Centre facility. System is largely trust based and relies on Risk
Management parameters.
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DENMARK

* Danish Customs {SKAT) has launched a new electronic Customs module for processing
import/export declarations. Manual processes have been integrated into the e-Customs
system through process re-engineering. At present, 99.3% declarations are electronically
filed (up from the earlier 75%).

* Duty structure of Denmark is similar te India. In general, weighted average customs duty is
5% and general VAT rate is 25%. Excise Duty is levied on cil, waste processing, tobacco, liquor
and cars. In certain cases, 'Green taxes' are also levied. At present there are 4,50,000 VAT
companies registered in Denmark out of which about 90,000 are engaged in import/export
activity.

SKAT e-Customs system is primarily based on trust and the electronic system has built in
validation checks  and risk parameters to process online declarations. In addition, physical
examination is also resorted to in some cases. About 2-5% of goods are physically examined
which include agricultural goods. Post audit check is the preferred system of ensuring
compliance with various rules/regulations.E-Customs system does not require any paper
documents like invoice etc. and these are only called for in exceptional cases and can be
requested from the importer/exporter, if required.

* E-Customs system {e-Clearance.dk) has an elaborate Risk Management System (RMS) built
into the module and is fine tuned on a regular basis based on need and past experiences. The
module works on a 24 X 7 basis and recognizes 'approved company' concept {simitar to ACP
program of Indian Customs). The module has a two-way communication between the
Customs and the importer/exporter. For trade facilitation purposes, a Call Centre is
operational (like'in Singapore). About 2 million transactions per year are handled by the
electronic module. No user charges are levied by the EDI system. For enhanced secured
access and data privacy, the e-Customs systeim has a 128 bit SSLencryption and a number of
agencies & databases (VAT registration number, past trade profile of individual companies
ete) are linked into the system for an integrated approach. The e-system therefore provides
high security, high availability and quick response.

+ E-Customs system has a facility of filing Pre—declarations (this is similar to the system of
advance filings in the Indian Customs module for Bills of Entry and Shipping Bills), However,
there is no time limit (like 15 days or 30 days before arrival of cargo at the Port) for filing pre-
declarations and the pre-declaration is automatically deleted by the e-system if goods do not
arrive by the designated date (as has been specified by the importer/exporter in the e-
system),

* Risk Management System {(RMS) is applicable to both import and export declarations andis a

three tier system comprising of Dynamic parameters, Fixed parameters and Random
sampling.
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<» Dynamic parameters: Risk Profiles in this category are built on commodity code, country of
otigin and other relevant criteria

“+Fixed parameters: Risk Values [n this category contain procedure code (re-import, job work
ete), CBR number (company registration number) etc. Every item in the declaration has a 'risk
score' and based on range values, the e-system identifies risk in three zones i.e. green, yellow
andred. Thereafter, a decision is taken by the local Customs officer.

**Random sampling: In addition to the above, a system of random check has been built into
the e-system. 'Customs Station’ is also a risk parameter i.e. different Custom Stations spread
across the country have different risk lavels. Sampling criteria has been defined for Customs
House and type of Declaration and the e-system identifies the nth consignment which
requires a physical examination e.g. say every 200" export consignment going to Dubai
irrespective of the risk score.

By screening all declarations and selecting the high-risk shipments, the e-system optimally
utilizes the avallable Customs staff for effective control.

E-Customs system of Danlsh suthorities is, therefore, a web based open platform system
having flexibie procedures and relies on extensive automated risk analysis for clearances.

Customs duty payment is on aggregate basis by the 16" of next month instead of being on
consignment basis.
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Air Cargo Logistics in India

Foreword

Air Cargo Logistics play a vital role in the economic development of a
nation. Airlines, Air Cargo terminal operators, Ground Handling service
providers, Integrated Express Service Providers, Forwarders, Domestic
Cargo Transport service providers and Custom House Agents are the key
players in the entire Air Cargo supply chain. Thus the Air Cargo industry
presents a wide variety of service providers coming together to move
goods both domestically and internationally with a single minded purpose
of faster and efficient delivery. These business entities in Air Cargo |OgIStICS industry in turn
interact with a number of cross-border regulatory agencies the principal among them is the
Customs establishment. Speedier services in the Air Cargo supply chain facilitate large number
of business entities to become more competitive. Globally, more than one — third of the value
of goods traded internationally is transported by air and therefore Air Cargo industry is
considered as a barometer of Global Economic Health. From the point of view of Airline
industry, Air Cargo Services contribute near about 20% of their revenue. India’s international
Air Trade to GDP ratio has doubled from 4% to 8% in the last twenty years.

Keeping in view the significance of Air Cargo to the economic growth of the country, it was
decided to set up a Working Group on Air Cargo / Express Service Industry in the Ministry of
Civil Aviation to recommend policy initiatives to address important issues considering the long
term perspective and future growth potential in India. The Working Group was chaired by
Economic Adviser, Ministry of Civil Aviation and represented by members from all the key
stakeholders of the Air Cargo Logistics industry in India. | have had the pleasure of chairing two
sessions of the Working Group meetings myself. The Working Group in fact brought together all
the key stakeholders of the industry in one platform to discuss and deliberate the challenges of
growth opportunities in the context of faster pace of economic growth in India and to identify
areas that require further improvement.

Forecast of Air Cargo volume for india made in the report suggests that the domestic and
international Air Cargo throughput is expected to grow by eight to ten times the present level in
the next twenty years. Catering to the growth of this magnitude would involve expansion of
infrastructure facilities, simplification of procedures and adoption of Information Technology /
Automation besides development of Human Resources in the sector.

Having gone through seven meetings since its formation and a number of other meetings by
the sub groups under the Working Group and field visits to Air Cargo terminals, the Working
Group has now come out with a comprehensive report. | am aware that two drafts of the
report were circulated earlier to all the members to seek their suggestions / comments. These
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have been appropriately incorporated and addressed in this final version of the report. The
report contains vital evidences on global best practices governing the Air Cargo Logistics
operations. In depth analyses of issues and comprehensive coverage of key aspects of the Air
Cargo business leading to specific actionable points with timelines far implementation are the
key highlights of this report. Perhaps, for the first time Air Cargo Logistics has been identified to
be a key industry as part of Civil Aviation Sector and its role duly recognized.

Recommendations made in the report require action needed from (a) Ministries / Departments
of Government of India (b) Central Board of Excise and Customs (¢) Bureau of Civil Aviation
Security {d) Airport Operators / Custodians {e) Carriers, Air Freight Operators, Custom House
Agents and Trade.

One of the major recommendations made in the report pertains to setting up of Air Cargo
Logistics Pro-notion Board, which would be an Inter-Ministerial Group that can steer through
the reforms suggested in this report for achieving the goals and objectives set out for the future
of the Air Cargo Logistics sector in India.

| am sure that the respective agencies would accord due priority to the action points arising out

of the recommendations made in this report,

Noa. Ford |
(Dr. Nasim 2aidi}

Secretary, Civil Aviation
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2
2.1

2.1.1

2.1.2

213

Introduction
Overview

The strong relationship between growth in international trade and logistics infrastructure is
widely acknowiedged. Growth in trade induced requirement for supporting infrastructure while
availability of infrastructure at competitive rates promotes trade and improve global
competitiveness of the country. Availability of infrastructure is also a key determinant of foreign
direct investment (FDI) inflows. In developing countries like India an efficient logistics
infrastructure can reduce cost of transportation which in turn can contribute directly to global
competitiveness of the country. Efficient logistics industry acts as an economic catalyst by

opening up new market opportunities, moving products and services with speed and efficiency.

The demand for air cargo transportation has increased significantly over the last few years,
because product life cycles have shortened and demand for rapid delivery has increased.
Changing business models such as Just- in-Time Manufacturing and Global out sourcing models
have contributed to the rapid growth of air carge logistics business. In such a changing business
environment, where speed-to- market is a competitive imperative, movement of inventory is no
longer viewed as a compartmentalized process. Rather, the sourcing of inputs, parts and
components and the delivery of final product are all viewed as a continuous value-adding chain.
Efficient supply chain management therefore offers significant benefits including lower
inventory and intermediary costs; and simplicity in order placement, delivery and management
of suppliers and customers. These benefits directly contribute to making businesses more

competitive.

Evidence from the 2007 and 2010 Logistics Performance Index (LPI) indicates that, for countries
at the same level of per capita income, those with the best logistics performance experience an
additional growth of 1% in Gross Domestic Product and 2% in trade. These findings are
especially relevant today, as developing countries need to invest in better trade logistics to
ermerge in a stronger and more competitive position. india’s LPI rank in 2010 was 47 down from
39 in LPI 2007. In comparison to India, China’s 2010 LPI rank was 27 and Brazil was ranked at 41!

"This should be a matter of grave concern to Indiz.

1 Logistics Performance Index and lts Indicators 2010 World Bank Report
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2.1.4  Alr cargo represents about 10% of the airline industry’s revenues. As 35% of the value of goods
traded internationally is transported by air, air cargo is a barometer of global economic
health’The fortunes of the transport and logistics industry are closely connected to the
economic cycle. When economic activity s buoyant, demand for transport and logistics services
is equally strong. Consumer and business demand for goods and services inevitably translates

into higher demand for transport and logistics services3.

2.15 Indian Economy is on the higher trajectory of growth. Forecasts suggest that the growth
prospects are likely to continue for more than two decades. That means, requirements for
augmentation of infrastructure facilities in the logistics space to cater to the growing needs of
the trade and industry will be immense. Opportunity cost of not meeting such requirementsin a
timely manner is very high. While improving efficiency is a continuous process, international
bench marks help us in assessing the current state of affairs. Based on best practices, and based
on concept of proof, what needs to be done in the Alr Cargo sector, by whom and how, could be
identified for preparing a road map for implementation This is the primary focus of this reponrt
which is a culmination of discussions in a large number of meetings of the Working Group and
the Sub-groups formed on various issues, feedback received from trade/industry and other
stakeholders.

2.2 Air Cargo Logistics Operations

2.2.1 The air cargo industry incorporates an industrial supply chain, which includes airlines, customs,
ground services, air cargo forwarders, brokers, domestic transportation, air cargo terminals,
distribution centers and integrated international express services. Of these, air cargo terminals
are critical in the air cargo supply chain. A typical air cargo terminal has three main users -
airlines, air cargo terminal operators and forwarders/cargo-agents who are the principal

contributors to the revenue of air cargo terminals.*

ZIATA

# ) Finance Transport and Logistics

# Chih-Hsien Chen and Dr. Shue-Yan Chou, “ A BSC Framework for Air Cargo Terminal Design: Procedure and Case Study”
Journal of Industrial Technology, January - March 2006
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2.2.2  The demand for air freight is [imited by cost, typically priced 4-5 times that of road transport
and 12-16 times that of sea transport. These values differ fram country to country, season to
season and from product to product and for different volumes atso. Cargo shipped by air thus
have high values per unit or are very time-sensitive, such as documents, pharmaceuticals,
fashion garments, production samples, electronics consumer goods, and perishable agricultural
and seafood products. They also include some inputs to meet just-in-time production and
emergency shipments of spare parts. As the volume of air freight grows, there is a natural
progression from passenger aircraft to chartered cargo planes of increasing size and ultimately
to scheduled cargo services.’

2.3 Stakeholders

2.3.1 It is important to understand business models of different entities and various processes
involved in the entire business of Air Cargo as these are not the same for everyone that are
involved in the Air Cargo / Express Delivery service industry in India. International air cargo
business is concerned with the transportation of goods by air on International flights both for
import of cargo into and export of cargo out of India. Domestic alr cargo business is concerned
with carrying goods by air through the domestic flights operating within the country. Within
that, cargo that is transported by passenger flights through the belly space of aircraft is one and

by dedicated freighter aircraft is another variant.

2.3.2 At another level, Express Delivery Services have emerged as a key product in recent times as
compared to the conventional General air Cargo services. Express delivery services when
rendered through the Scheduled passenger Flights, are known as Alr Express operators. Express
airlines, both domestic and foreign, operate dedicated freighters and have their own unigue

reguirements based on customer demand, the growth in volumes handled etc.

2.3.3  In the conventional model of International air carge business, while alr carriers draw the lion's
share of attention, freight forwarders and other allled services fill critical roles in the
development of air cargo operations. In many developing markets, frelght forwarders either
supplement or wholly replace the carrier's own in-country sales efforts, while also performing

customs agency and other critical functions on behalf of shippers.

* e Freight - A Market Study with Implications for Landlocked Countries Market Study®, Transport Papers, World Bank, August
2003, Washington DC
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234

2.4

241

2.4.2

Forwarders are critical to carriers in markets in which foreign carriers are less inclined to
maintain their own sales forces. Although a large market with increasing presence from global
cargo operators (often through acquisitions and partnerships with national entities), india still
has a substantial presence of national forwarders. National forwarders are said to often enjoy
uniguely strong relationships with national carriers, thereby gaining access for their customers
to the precious limited capacity of such carriers during peak seasons.6 This business again is
highly fragmented in India like the other related business activity being discussed here.

Express Delivery Services

Globalization of business transactions, shift to just in time manufacturing and inventory control
methods and, growing requirement of industries of all types to ship products quickly by air to
distant customers are the key driving forces in the development of Express Delivery Services.
The Air Express industry worldwide is both domestic and international. The main features of the
Air Express industry include: Speed of Service, Door-to-door Delivery including completion of all
cross border regulatory requirements, Tracking Systems, Proof of Delivery, Security and

Reliability and access to global connectivity to their customers.

The size of india’s express service industry in 2006 was pegged at around Rs.7, 100 crores and in
2010 it is estimated at Rs 10,000 crores’. India’s express service industry is largely fragmented
with more than an estimated 2,500 entities. In terms of strength, the organised segment
consisting of a few players control about two-third of the industry revenues. The organised
segment includes Key global integrators DHL, FedEx, TNT and UPS. While, fedEx, TNT and UPS
operate their own international freighters, DHL has tie ups with commercial ¢argo airlines. In the
domestic segment, the key players include Blue Dart, First Flight, DTDC, Skypak, Overnight,
Professional Couriers and many others. % Blue Dart Aviation is an important player in the Express
Aviation sector in India. it follows that the air cargo industry has three primary types of carriers;
combination carriers {passenger airlines that use a portion of their "belly-hold” capacity to carry
cargo and may also operate separate air cargo fleets), conventional all-cargo carriers operating
both scheduled and charter services, and integrated (express) carriers operating their own fleet

of aircraft and delivery vehicles providing overnight, door-to-door service.’

® ibid

? Express Industry Council of india’s Submission to Working Group

® ibid
9ibid
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243

2.5

251

Thus, we have 2 range of stakehoiders in this crucial business of Air Cargo logistics operations in
India. While most of the discussions in the report will be common, wherever required,
distinction will be made to highlight key problems that are unique only to one segment. Unless
otherwise specified, reference to Air cargo logistics operations in this report would also include
the Express Delivery Service industry and domestic cargo.

Domestic Cargo

Strong macroeconemic fundamentals, growth in retail driven by rising levels of disposable
income in the hands of more and more people, expansion in domestic air Network by Indian
Carriers, End to End solutions by Express Service Providers, growth of new time sensitive
verticals [tke Pharmaceuticals, Healthcare, Electronics, wireless telephony, and Automotive
Spares etc. are said to be the factors responsible for the rapid growth of Domestic Air cargo
logistics business. There are in all, 500 plus Air Cargo Players in the Domestic Sector with 75 at
National and regional level providing direct and indirect employment of about a million on pan
India basis.® The industry was valued at Rs. 2015 crores in 2007 — 2008. 82% of cargo
transported as belly carge in Domestic Airlines. Interline Cargo from international Line haul for
Domestic Carriage grew from a share of 4.78% in 2007 — 2008 to 6.55% in 2009 — 2010 of the

total Domestic Air Cargo business.”

10 Submissions by Domestic Air Cargo Agents Association of India to the Working Group

It ibid
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8.5 Initiatives needed from Airports Economic Regulatory Authority of India

851

8511

8.5.2

8521

Non-discriminatory treatment to all users

ICAO principle reqguires non-discriminatory charges for access and charges for that access.
Discounts of 15% landing charges applicable on domestic flights for prompt payment of airport
charges are not extended to Scheduled Cargo operators. Most of the airport operators
including AAl are said to be providing facilities treating Express delivery companies at par with
duty free shops as they are required to undergo a system of bidding for space rather than
direct allotment. While such a system would be considered appropriate for non aeronautical
facilities, it is important to appreciate the role of air express operations and express cargo as 2
whoie being a key aeronautical activity and not an ancitlary non aeronautical activity akin to
duty free shops. There is thus a clear need for regulatory intervention with a solid regulatory
framework recognizing Express Cargo as an integral aeronautical activity with due importance
being given to it based on its role as a catalyst. Discriminatory charges for x-ray screening:
Charges for using the equipments such as X ray machines cannot be discriminatory.
Differential rates for using the equipments may have to be reviewed specifically to ensure that

discriminatory treatment is not allowed to continue.
Need for Conslstent policy on allotment of facilities

There is no consistent policy for allotment of common user and dedicated facilities and they
are leased facilities for a short timeframe of 3 to 5 years and given short extensions annually
with demands for huge escalations. This leads to lack of clarity and inability to budget future
investments for development of world class infrastructure. Lease rentals are said to be
arbitrary and demands are made for an increase in rentals contrary to all norms, The lease
rentals for dedicated and common user facilities given to EDS operators should be regulated

and subject to tariff control orders.

Page 109 of 119



Air Cargo Logistics in India

8.5.3 Monitoring and enforcement of service levels

B.5.3.1 Service levels to be mandated by MoCA, as envisaged in the AERA Act, need to be monitored
by AERA.
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F.No.AV. 13011 /43/2011-ER
Government of India
Ministry of Civil Aviaton

“B* Block, Rajiv Gandhi Bhawan,
Safdarjung Airport, Aurobindo Marg,
New Delhi, Dated 17.01.2011

QRDER

- &

Subject: Setting up of 2 Working Group on Air cargo/Express Service Industyy
under CAEAC,

0 pursuance of the decision taken in the First meeting of Civil Aviation Economic
Adviscry Council held on 13.12.2010 and keeping in view the projected rapid growth in the air
freight, < has been decided to set up a Working Group on Air Cargo/Express Service Industry
under Civil Aviaton Economic Advisory Council {CAEAC) in the Ministry of Civil Aviation to

address the issues related to Air Cargo/Express Service Industry.

Z “he Working Group on Air Cargo/Express Service Industry is constituted hereby with

the follcwing composition:

1. Fepresentative from Air India Ltd. - Member
Z. Representative from Jet Airways Member
3. Representative from Singapore Airlines “Member
4. Representative from Lufthansa Cargo Member
3. 3ari . Krishnan, President ACAAI Memkber
6. snriSnehal Parikh, Past President ACAAI Member
7. sari Cyrus Guzder, Chairman AFL Group Member
8. ~is. Tulsli Nowlakha Mirchandaney, Managing Director, Member
Biue Dart Aviation Ltd,
9. Shri R K Saboo, Chairman, Express Industry Councdil of India Member
10 shri Vijay Kumar, CEQ Express Industry Council of india Member
11. Representative from Air Bus Member
1Z. Representative from Boeing Company Member
13. 3hri Y. K Goel, General Manager (Cargo), AAI Member
14 Wi Rajiv Jain, M1AL riember
15. Representative from DIAL Member
16. Bepresentative from FIEQ Member
17. Representative from Customs Member
18. 5hri Alok Sekhar, Director, M/o Civil Aviation Member
19. Enri M.-Kannan, Economic Adviser, M/o Civil Aviation Chairman & Co-ordinator
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3. Th= Terms of Reference for the Working Group are as under:
1. The Group shall prepare and present the current snapshot of the industry and assess

its future growth potential in India.

N
-

fi= Group shall study the existing system of Air Cargo/Express Dezlivery Services
handling in India and identify areas that require further 1rﬁpr0vements 10 seize the
em<rging opportunities in the international trade and in the context of f{aster pace of
eccnomic growth in india. %,

3. Thr Group shall establish priorities of issues and recomrnend poilcy initiatives io
adcress issues of Sngﬁcant importance to the Air Cargo/Express Service industy in
Inciz.

4. Th= Group shall advise on the action plans to aid implementation and monitor impact
of ‘mplementation.

4, Th.s Working Group will be serviced by the Ministry of Civil Aviaton.

5. The Working Group shall keep the long term perspective in view and not guided by the
day-to-da; 1ssues of some stakeholders while making recommendations to the Ministy of Civil
Aviation. while making recommendations, the Working Group shall also document the best
internaticral practices in the Air Cargo/Express Service Industry and their suitability in the
Indian cortext.

6. Tk: Working Group may co-opt any other experts/authorities to contribute io the

Working Group as per requirement under intimation to the Ministry.

7. The Working Group shall submit its first report on this subject by 17.03.2011 to the
Ministry o+ Civil Aviation.

]
a

8. Th:s issues with the approval of Secretary, Civil Aviation. (M
NgZ

{Sarwesh Kurmar Arya}
Under Secretary to the Govt of India
To

1. Ckairman and Members of the CAEAC
2. Mesnbers of the Working Group

Lopy forwarded to-
{i) PS to HMCA
(i PS to Secretary
(i)  AS&FA/S (N)/JS (P)/IS(S)
(iv] Director, Media and Communication
) NIC with a request to upload on the website of Minisiry of Civil Aviaticn
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Chapter-3

= F

Export Performance and the Foreign Trade
Policy [FTP)

Glohal economic outlool is a major determinant of
export performance of any country. India’s output
and exports were not completely immune to the
global economic slowdown of 2008-09. India’s
exports declined by 3.5% in 2005-10. Export growth
rate was 40.5% in 2010-11 and it was around 25.8%
during April - December 2011-12 over the same
period last year. The immediate and the short
term objective of FTP 2009-14 policy was to arrest
and reverse the declining trend of exports which

| Foreign Trade Policy

was successfully achieved by providing additional
suppert especially to those sectors which were hit
badly by recession in the developed world. The
Policy envisaged an annual export growth of 15
per cent with an annual export target of US $ 200
billion by March 2011 and to come back on the
high export growth path of around 25 per cent per
annum in the remaining three years of this Foreign
Trade Policy i.e. up to 2014.

The long term policy objective for the Government
was to double India’s share in global trade by
2020,

Dr. Rahul Khullar, Secretary, Department of Commerce speaking about the export target
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Foreign Trade Policy (FTP) 2009-14 part of Oceania under Focus Market Scheme [FMS)
and the Market Linked Focus Product Scheme

(MLFPS), increase in incentives available under
the Focus Market Scheme from 2.5% to 3% and for
Focus Product Scheme (FPS) and MLFPS from 1.25%
to 2%, introduction of £PCG Scheme at zero duty
for specified sectors, and the grant of additional
duty credit scrip to status holders. Important Trade
Policy Measures announced under FTP 2009-14,
January / March, 2010 and in Annual Supplement,
2010-11 are given in Box 3.1.

As an immediate relief, the Government provided
a policy environment through a mix of measures
including fiscal incentives, institutional changes,
proceduralrationalization, and efforts for enhanced
market access across the world and diversification
of export markets. Towards achieving these
objectives, several steps were announced in the
Policy. Some of the important steps included
addition of new markets under the Focus Market
Scheme, coverage of Africa, Latin America and large

Box 3.1
Trade Policy Measures taken under Foreign Trade Policy 2009-14,
January / March, 2010 and in Annual Supplement, 2010-11

¢ 27 new markets added under Focus Market Scheme (FMS) with incentive of duty credit scrip @ 3%
of exports.

s Market Linked Focus Product Scheme (MLFPS) with incentive of duty credit scrip @ 2%, has been
significantly broadened by inclusion of a large number of products linked to their markets.

o Full Africa, Latin America and large part of Oceania covered under FMS & MLFPS (13 countries added
in MLFPS at the time of release of FTP, 2009-14 in August, 2009 and 2 countries added in January,
2010).

¢ The incentive available under FMS has been raised from 2.5% to 3%; and for Focus Product Scheme
(FPS) & MLFPS from 1.25% to 2%; and Special Focus Products Scheme @& 5%.

« Additional benefit of 2% bonus, over and above the existing benefits of 5% / 2% under FPS, allowed
for about 135 existing products, which had suffered due to recession in exports. Major sectors in-
clude all Handicrafts items, Silk Carpets, Toys and Sports Goods (all of which were earlier eligible for
5% benefits), Leather Products and Leather Footwear, Handloom Products and some of the Engi-
neering ltems including Bicycle parts and Grinding Media Balls {all of which were earlier eligible for
2% benefit).

s 256 new products added under FPS (at 8 digit level), which became entitled for benefits @ 2% of
FOB value of exports to all markets. Major Sectors / Product Groups covered are Engineering, Elec-
trenics, Rubber & Rubber Products, Other QOil Meals, Finished Leather, Packaged Coconut Water and

Coconut Shell worked items.

» Instant Tea and CSNL Cardinol included for benefits under Vishesh Krishi and Gram Udyog Yojana
(VKGUY) @ 5% of FOB value of exports.

s (Grapes fresh or dried included for additional VKGUY benefit @2% with effect from 23.12.2010.

e Nearly 300 products (8 digit level) from the readymade garment sector incentivised under MLFPS for
further 6 months from October, 2010 to March, 2011 for exports to 27 EU countries.
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Thereafter, as promised in FTP, to continue regular
interaction with stakeholders to maintain 3 close
watch on the performance of the policy in the field,
a number of interactions were held with members
of Board of Trade, Open Houses with exporters
and sectoral reviews with EPCs. Constant dialogues
were held with all key stakeholders in industry and
the experting community for sectoral assessment

T——
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of exports at regular intervals. The Sectoral
assessment was undertaken in December 2010
and thereafter in July 2011, which demonstrated
that some sectors were still facing difficulties.
Need-based additional support measures were
announced In 11% February, 2011 and on 13%*
October, 2011 for certain product groups /
products. Box 3.1 gives a panoramic view of these

additional Trade Policy measures.

Box 3.2
Trade Policy Measures announced on 11th February, 2011

» Under Market Linked Focus Product Scheme (MLFPS):-

1. 335 New Products incentivised under MLFPS at 8 digit level, eligible for benefits @ 2% of FOB value
of exports to 15 specified markets like Agricultural Tractors of more than 1800 cc, all inorganic
chemicals and inorganic / organic compounds of metals, Flexible Intermediate Bulk Containers and
Narrow Woven Fabrics;

2. 71 new products of Chapter 63 {Textile Made ups) at 8 digit level for exports to EU (27 Countries).
Under Focus Product Scheme (FPS):-

1. 147 products incentivised for Bonus Benefits (additional 2%} under FPS at 8 digit level, henceforth
eligible for benefits @ 4% or 7% of FOB value of exports to all markets. These includes Engineering
items, Electronic items, Stationery items, Handmade carpets and other Floor Coverings under
Chapter 57 (7%);

2. 57 New products incentivised under FPS at B digit level, eligible for benefits @ 2% of FOB value
of exports to all markets. These include products fram Sectors viz. Engineering, Chemical, paper
products etc.

e Under Special Focus Products Scheme (SFPS), Egg powder included for benefit @ 5% of FOB value
of exports.

e Under Vishesh Krishi and Gram Udyog Yojana {(VKGUY), 6 New products {Castor Oil Meal- Defatted
Variety and Instant Coffee) incentivised under VKGUY at 8 digit level, eligible for benefits @ 5% of
FOB value of exports to all markets.

A. Support for Technological up-gradation

* Zero duty Export Promotion Capital Goods (EPCG) scheme and Status Holder Incentive Scrip (SHIS)
scheme introduced in 2009 for limited sectors and valid for only 2 years initially, extended by one
more year till 31.3.2012 and the benefit of the scheme expanded to additional sectors.

¢ 3 Additional Towns of Export Excellence (TEEs) announced, bringing the list upto 24.

B. Awvailability of cancessional Export Credit:

s Interest subvention of 2 per cent extended upto March 2011 for certain labour-intensive sectors of
exports namely handloom, handicrafts, carpet, SMEs and a few products from the sectors namely
engineering, textiles, leather and jute.

s Interest rates on export credit in foreign currency reduced to LIBOR + 200 basis points in February
2010 from the earlier LIBOR+350 basis points.

C. EOUs / STPIs:

* Section 10A and 10B (Sunset clauses for STPI and EOU schemes respectively), extended for the
financial year 2010-2011. Anomaly removed In Section 10AA relating to taxation benefit of ‘unit
vis-a-vis assessee’.
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D. Services:

» FTP also provided fillip to services sector {Hotels) by doubling duty free entitlement under Served
from India Scheme (SFIS) from 5% to 10% of foreign exchange earnings.

E. Others:

s Duty Entitlement Passbook (DEPB) scheme extended beyond 31.12.2010 till 30.06.2011.

s Time period of export realization for non-status holder exporters increased to 12 months, at par
with the Status holders. This facility has been extended upto 31.03.2011.

s Advance Autherization for Annual Requirement now exempted from payment of Anti-dumping &
Safeguard duty. The Scheme has been made more flexible for import of required inputs.

s Value limit on duty free import of commercial samples enhanced from 1 lakh to T3 lakh per annum.

e Export Obligation Period under Advance Authorization Scheme enhanced from 24 months to 36
months without payment of composition fee.

s To facilitate tracing and tracking of pharmaceutical products and hence to provide assurance about
the quality of Indian pharma products to prospective importers, requirement of affixing bar codes
has been made mandatory w.e.f 01.07.11.

» Anewfacility of Input combination for pharma products manufactured trough Non-Infringing process,
allowing actual quantum of duty free inputs required for manufacturing such export product, has
been introduced. This will facilitate pharma manufacturers to work towards getting a major share of
exports of such products to potential regulated markets such as US or EU.

s Facilitation of Trade through various Electronic Data Interchange {EDI) initiatives taken on online
message exchange facility.

s Additional facility of filing “online” application for obtaining IEC introduced.

Box 3.3 gives a glimpse of the additional Trade  Euro zone crisis and slowdown in World Economy
policy Measures announced In the backdrop of  in2011.

Box 3.3

Trade Policy Measures announced on 13th October, 2011 )

¢ Introduced a new scheme to provide special assistance to specified sectors such as Engineering,
Pharmaceutical and Chemical covering 49 products under these sectors for 6 months w.e.f 1st
October 2011 upto 31.3.2012. The rate of duty credit is 1% of FOB value of exports.

¢ Introduced a Special Focus Market Scheme (SFMS) with a view to increase the competitiveness of
exports with a geographical targeting. The markets are categorized into three groups, namely Latin
American, African and CIS countries. The total number of countries included under the scheme is 41.
The list includes Cuba and Mexice as new entrants. If a item covered under FMS is exported to the
countries listed under SFMS, then the total duty credit avallable would be @ 4%. Therefore, exports
under SFMS would be entitled to duty credit scrip @4% of the FOB value of exports.

= |t has been decided to extend MLFPS for exports of Apparel items to USA and EU under chapter 61
and 62 from 1.4.2011to0 31.3.2012 @ 2 % of FOB value of exports.

s The list of items under FPS has been expanded to include 130 additional items. These items are
mainly in the sectors of Chemical/ Pharmaceuticals, Textiles, handicrafts, Engineering and electronics
sector. This Scheme has also been extended to printing on cartons, boxes, cases, bags and other

packing containers, erasers and pencil sharpeners. The items covered under FPS are entitled to get

duty credit scrip @ 2% of FOB value of exports.
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It has been decided to extend MLFPS for exports of Agricultural tractors greater than 1800cc capacity
which would now be eligible for duty credit for exports made to Turkey. Sugar machinery & high-
pressure boilers would be eligibie for Brazil, Kenya, South Africa, Tanzania and Egypt. The scheme
has also been extended to ail existing MLFPS Countries for printing inks, writing ink etc. The items
covered under MLFPS mnare entitled to get duty credit scrip @ 2% of FOB value of exports.

The towns of Firozabad for glassware, Bhubaneswar for marine products and Agartala for bamboo
and cane products have been notified as town of export excellence.

Advance Authorization, EPCG and DFIA are completely EDI enabled.

‘Niryat Bandhu’ - A scheme for International Business Mentoring.

Import of Radioimmunoassay Kits is being liberalized to ‘Free’ subject to priar permission of Atomic
Energy Regulatory Board.

The procedures for Transfer/ sale of imported firearms have been simplified.

The procedure for clubbing of Advance Authorizations has now been simplified and the powaers have
been delegated to the Regional Authorities of DGFT.

Process of simplifying the Redemption /No Bond Condition of Advance Authorization has been

started.

» Status Holders Incentive Scrip (SHIS) extended for the year 2012-13.

Scheme-wise details

Duty neutralization / remission schemes are based
on the principle and the commitment of the
Government that “Goods and Services are to be
exported and not the Taxes and Levies”, Purpose is
to allow duty free import / procurement of inputs
or to allow replenishment either for the inputs
used or the duty component on inputs used. There
are two categories of these schemes namely, pre-
export schemes and the post-export schemes.
Brief of these schemes alongwith the amendments
carried out during the current year are given
below.

Pre Export Schemes
Advance Autharisatian Scheme

Scheme allows duty free import of Inputs,
along with Fuel, Qil, Catalyst etc., required for
manufacturing the export product. Inputs are
allowed either as per Standard Input Output Norms
{SION} or on adhoc Norms basis under Actual User
condition. Norms are fixed by Technical Committee
i.e., Norms Committee, This facility is available for

physical exports {also including supplies to SEZ units
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& SEZ Developers) and deemed exports including
intermediate supplies. Minimum value addition
prescribed is 15%, except for certain items. Exporter
has to fulfil the export obligation over a specified
time period, both quantity and value wise. This
year the facilities to ¢club authorizations have been
simplified and powers have been decentralized to
RAs.

Duty free Import Authorisation (DFIA)

DFIA Scheme has been made operational from
01.05.2006. One of the objective of the schemeisto
facilitate transfer of the authorisation or the inputs
imported as per SiON, once export is completed.
Provisions of DFiA Scheme are similar to Advance
Authorisation scheme. A minimum value addition
of 20% is required under the scheme.

Schemes for Gems & Jewellery Sector

Gems & Jjewellery exports constitute a major
portion of our total merchandise exports. It is an
employment oriented sector. Exports from this
sector suffered significantly on account of the
global economic slowdown.



Duty free import / procurement of precicus metal
(Gold / Silver / Platinum) from the nominated
agencies is allowed either in advance or as
replenishment. |n addition, exporters of Gems &
Jewellery items are allowed access to duty Free
Import of consumabies for export production
upto a certain specified percentage of FOB value
of previous years’ export. List of [tems allowed for
duty free import by Gems & Jewellery sector has
been expanded by inclusion of additional items
such as Tags and [abels, Security censor on card,
Staple wire, Poly bag. This will reduce the cost of
the product to some extent.

During the period, the Monitoring mechanism
for import of Gold by Nominated Agencies was
reviewed as it was found to be cumbersome.
The new guidelines were issued to simplify the
monitoring mechanism with an additional role to
the Gems & Jewellery Export Promotion Council.

Post Export Schemes

Duty Entitlement Pass Book (DEPB) Scheme

DEPB scheme neutralises the basic customs duty
on inputs with the assumption that all inputs,
mentioned in the SION for a product are imported.
Duty credit Scrips are allowed at a notified rate
of FOB value of Exports. These scrips are freely
transferable and are valid for imports within 24
months of its issuance. These scrips can be used
for payment of customs duty for clearance of
import consignment or for payment of customs
duty in case of default in fulfillment of export
obligation under various schemes. DEPB benefit
is available on physical exports with realisation in
free foreign exchange or supplies to SEZ units / SEZ
developers.

In its constant endeavor to provide a stable Foreign
Trade Policy and to remove uncertainty about
the future of the most popular exporter friendly

i HEE‘.'E‘\J&_"" AR, N A T A

it sl R

32

)

ey o Ty e
e g 5

J P R

scheme ie., the DEPB scheme, Government
extended the validity of the scheme till 30th
September, 2011. The scheme has been withdrawn
w.e.f. 01.10.2011.

Duty Drawback Scheme

Duty Drawback scheme allows refund of customs
duty and the exclse duty on the Inputs used in the
manufacture of the export product at a specified
percentage of FOB value of exports. Service Tax on
the input services has also been factored in the All
industry rate of Duty Drawback. Duty drawback
scheme for physical exports is being administered
by the Cepartment of Revenue and that of deemed
exports, by the DGFT.

Duty drawback rates for a number of products have
been reduced on account of reduction in tariff and
roll back of adhoc increase effected earlier.

The products which were in the DEPB scheme
are given appropriate rates of duty drawback so
that taxes suffered by the Inputs which go in the
manufacture of the export product are rebated. The
Duty Drawback Scheme announced on 20.09.2011
for the year 2011-12 contained 1096 new items
which have moved from the DEPB scheme.,

Other Policy Initiatives:

Interest subvention of 2 percent extended
upto March 2012 for certain labour-
intensive sectors of exports namely
handloom, handicrafts, carpet, SMEs.

Time period of expert realization for non-
status holder exporters increased to 12
months, at par with the Status holders.
This facility has been extended upto
30.08.2012.
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Vishesh Krishi and Gram Udyog Yojana

{Special Agriculture and Village
Industry Scheme) [VKGUY]

Keeping in view the objective of Foreign Trade
Policy 2009-14 to promote empioyment generation
in rural and semi urban areas, Vishesh Krishi And
Gram Udyog Yojana has been expanded to include
export of Agricultural Produce and thelr value
added products; Minor Forest Produce and their
value added variants; Gram Udyog Products; and
Other Products, as notified from time to time,

Duty Credit Scrip benefits are granted with an aim
to compensate high transport costs, and to offset
otherdisadvantages. Exporters, of products notified
in Appendix 37A of Hand Book of Procedures Vol. 1,
shall be entitied for Duty Credit Scrip equivalent
to 5% of FOB value of exports (in free foreign
exchange) for exports made from 27.8.2009
onwards. However, reduced rate of 3% is applicable
in such cases where exporter has also availed
benefits of Drawback, at rates higher than 1%; or
Specific DEPB rate (i.e. other than Miscellanaous
Category — Sr.Neos. 22D & 22C of Product Group
80); or Advance Authorization or Duty Free Iimport
Authorization for import of inputs (other than
catalysts, consumables and packing materials) for
the exported product for which Duty Credit Scrip
under VKGUY is being claimed. Additional 2%
rate, over and above the 5% or 3%, is admissibie
for products specified in Table 2, Appendix 37A of
Hand Book of Procedures Vol.1.

Higher Incentive for Status Hoiders is available
in the form of duty credit scrip equal to 10% of
FOB value of agricultural exports, limited te ¥100
crore per annum, for products covered under ITC
HS Chapters 1 to 24, to permit Import of Capital
Goods/equipments like Cold Storage Units; Pre-
cooling Units and Reefer Van/Containers etc. For
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import of Cold Chain tquipment, this incentive

Scrip shall be freely transferable amongst Status
Holders as well as to Units in the Food Parks.

Focus Market Scheme [FMS]

For offsetting high freight cost and other
externalities to select international markets with
a view to enhance India’s export competitiveness
in these countries, “Focus Market Scheme” has
been launched w.e.f 1.4.2006. Exporters of all
products to notified countries f{as in Appendix
37C of HBP vol.1) shall be entitied for Duty Credit
Scrip equivalent to 3% of FOB value of exports.
So far, the Scheme covers a total of 112 markets.
However, additional duty credit scrip @1% FOB
value of exports given to 41 markets listed in Table
3 of Appendix 37C with effect from 1.4.2011 under

Special Focus Market Scheme.
Focus Product Scheme [FPS)

To incentivise export of such products which have
high export intensity / employment potential, so
as to offset infrastructure inefficiencies and other
associated costs nvolved in marketing of these
products, 3 Scheme called Focus Products Scheme,
has been introduced w.e.f. 1.4,2006.

Exports of notified products (as in Appendix 37D of
HBP vol.1} to all countries {including SEZ units) shall
be entitled for Cuty Credit Scrip equivalent to 2%
of FOB value of exports {in free foreign exchange)
for exports made from 27.8.200% onwards.
However, Special Focus Product (s), covered under
Table 2 and Table 5 of Appendix 37D, shall be
granted Duty Credit Scrip equivalent to 5% of FCB
value of exports. Further, Bonus Benefits @2% of
FOB value of exports is given over and above the
existing benefit for products covered under Table
7 of Appendix 37D for exports made from 1.4.2010
onwards. So far, over 1000 products have been
covered at 8 digit level under the Scheme, which
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include leather products and footwear, handloom
preducts, handmade carpets and other textile
floor covering, handicrafts, coir and jute products,
technical textiles, engineering products, green
technology products, electronic products, ete,

Anewschemeviz. Special Bonus Benefit Scheme has
also been introduced to provide spacial assistance
@1% of FOB value of experts to 49 items from
Engineering, Pharmaceutical and Chemical sectors
listed in Table 8 of Appendix 37D for exports made
from 1.10.2011 upto 31.3.2012.

Market Linked Focus Products Scrip [MLFPS]

To give significant boost to market penetration
of specific product in specified markets, a variant
under Focus Product Scheme called Market Linked
Focus Products Scrip has been introduced from
1.4.2008. Export of products / sectors of high
export intensity / employment potential {which
are not covered under present FPS List) would be
incentivised @ 2% of FOB vaiue of exports (in free
foreign exchange) under FPS when exported to the
Linked Markets [countries), which are not covered
in the present FMS List, as notified in Appendix
37D of HBP vol.1, for exports made from 27.8.2008
onwards. Further, all Garments covered under
Chapter 61 and Chapter 62 of ITC HS Classification
of Export and Import Items have been extended
the benefit of duty credit scrip @2% of FOB
value of exports to USA and EU frem 1.4.2011 1l
31.3.2012.

Presently the products covered under the scheme
include Motor vehicles, auto-components, bicycles
and parts, apparels, knitted and crocheted fabrics,
pharma products, value added plastic and rubber
goods, glass products, dyes and
household articles, Machine Tools, Earth Moving

chemicals,

equipments, Transmission electrical

and power equipments, steel tubes, pipes and

towers,

galvanized sheets, Compressors, Iron and Steel

iy R
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Structures, Auto components, Three wheelers and
cotton woven fabrics etc. The countries covered
under the Scheme include Algeria, Egypt, Kenya,
Nigeria, South Africa, Tanzania, Brazil, Ukraine,
Australia, New Zealand, Cambodia, Vietnam, Japan
and China. There are over 4500 products so far
covered at 8 digit level.

Served From India Scheme [SFIS]:

The objective of the Scheme s to accelerate growth
in export of services so as to create a powerful
and unique ‘Served From India” brand, instantly
recagnized and respected the world over. Indian
Service Providers, of services listed in Appendix
41 of HBP vol. 1, who have free foreign exchange
earning of at least ¥101akhs in preceding financially
year / current financial year shall qualify for Duty
Credlt Serip. For Individual Indian Service Providers,
minimum free foreign exchange earnings would
be Z5 lakhs. Service Providers are entitled to Duty
Credit Scrip @10% of the free foreign exchange
earned. However, Services and Service Providers
listed in Para 3.6.1 of Hand Book of Procedures
vol.1 are not eligible. Import are allowed with
actual user condition for impoart of capital goods,
office equipments, consumables, vehicles which
are in the nature of professional equipment to the
service provider, etc.

Status Holders Incentive Scrip (SHIS):

With an objective to promote investment in
upgradation of technology of some specified
sectors such as leather, textiles, Jute, handicrafts,
plastics, basic Chemicals, rubber products, glass
and glassware, paper and books, paints and zllied
products, plywood and allied products, electronies
products, sports goods and toys, engineering
products viz. iron and steel, pipes and tubes,
ferro-alloys etc., Status Holders shall be entitled to
incentive scrip @ 1% of FOB value of exports made
during 2009-10 for six sectors, viz: Leather Sectors
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{excluding finished leather); Textiles and Jute
Sector; Handicrafts; Engineering Sector {excluding
Iron & Steel, Non-ferrous Metals in primary or
intermediate forms, Automobiles & two wheelers,
nuclear reactors & parts and Ships, Boats and
Floating Structures); Plastics; and Baslc Chemicals
{excluding Pharma Products), and expanded for
exports in 2010-11 and 2011-12 of additional
sectors listed in para 3.10.8 of Hand Book of
Procedures vol.1, in the form of duty credit [subject
to prescribed exclusions as specified in Policy]
for procurement of capital goods for technology
upgradation, with actual user condition. This shall
be over and above any duty credit scrip claimed/
availed under Chapter-3 of FTP. This facility is
available upto 31.3.2013.

Export Pramotion of Capital Goods Scheme:
(EPCG):-

At present, there are two EPCG Schemes, that
is, 3% concessional duty scheme and Zero duty
concessional EPCG Scheme. The salient features of
3% concessional duty scheme are as under.

(i) The Scheme was initially introduced in
the Import and Export Policy 1950-93 for
import of Capital Goods at a concessional
rate of Customs Duty @ 25%. The
concessional rate of duty has been
reduced graduaily to 3% since 1.4.2008.

(i) The scheme allows import of capital
goods for pre-production, production and
post preduction as well as for computer
software systems subject to an export
obligation equivalent to 8 times of duty
saved amount { 50% of Export Obligation
in case of import of spares), to be fulfilled
in 8 years reckoned from Authorization
issue-date.

(iil) Thescheme also requires maintenance of
average level of exports achieved by the
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{iv)

(v)

(vi)

{wii)

exporter in the preceding three licensing
years for the same and similar products
within the overall
period including extended period, except
for categories mentioned in Para 5.7.6 of

export obligation

Hand Book of Procedure.

To encourage exports from the tiny and
cottage sector, an export obligation
period of 12 years is granted for fulfilment
of export obligation.

Issue of EPCG authorization for import of
spares, tools, refractory for initial lining &
Catalyst for initial charge is also allowed
for existing imported plantand machinery
{imported earlier under EPCG Scheme or
otherwise).

in case of agro units, the export obligation
is equivalent to 6 times duty saved on
imported capital goods to be completed
within a period of 12 years.

I case of SSI Units, the EOQ is equivalent
to 6 times duty saved to be fulfilled over
a period of 8 years provided the cif value
of such imported capital goods does not
exceed ¥ 50 lakh and total investment in
plant and machinery after such imports
does not exceed the S5l limits.

(viti) For EPCG authorizations with a duty

(ix)

()

saved amount of T100 crore or more, the
export obligation period is 12 years.

Impert of secend hand capital goods is
allowed without any age restriction.

Import of motorcar, sportsutilityvehicles/
all purpose vehicles is allowed only to
hotels, travel agents, tour operators or
tour transport operators and companies
owning / operating golf resorts whose
total foreign exchange earning from thelr



(xi)

{xIi)

respective sectors in the current and
preceding three licensing years is TL.5
crore or more.

Vehicles imported under EPCG Scheme
are to be 50 registered that the vehicles
are used for tourist purpose only. Parts of
cars, such as chassis, cannot be imported
under EPCG Scheme.

EPCG Authorization can also be issued for
import of capital goods under Scheme for
Project Imports notified by the Central
Board of Excise and Customs under S.
No.441ofCustomsExemption Notification
No.21/2002 dated (1.03.2002. Export
obligation for such EPCG authorizations
would be eight times of duty saved. Duty
saved would be the difference between
the effective
Customs Notification and concessional
duty under the EPCG Scheme.

duty under aforesaid

{xiii} The scope of the EPCG scheme has been

extended to Common Sarvice Providers
(CSP) who are designated / certified
as a Common service Providers by the
DGFT, Department of Commerce or State
Infrastructural Corporation in a Town of
Export Excellence,

{xiv} A person holding an EPCG licence may

{xv}

source the capital goods from a domestic
manufacturer instead of importing them.
The domestic manufacturer supplying
CG to EPCG authorization halder shall be
eligible for deemed export benefits under
Para 8.3 of the Policy.

EPCG licence may be issued for retail
sector for import of capital goods
required by the retailer to create modern
infrastructure in the retail sector.
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{xvi} EPCG Authorizations holders can opt for
Technological up-gradation of existing
imported under EPLG
authorizations’ subject to conditions
stipulated in Para 5.8 (i} to (v) of FTP

Capital goods

EPCG authorization for annual requirement

EPCG Authorization can also be issued for annual
requirement to Status Certificate Holders and all
other categories of exporters having past export
performance {in preceding two years}, both under
zero duty and 3% duty Schemes. The annuaf
entitfement in terms of duty saved amount shall
be upto 50% of FOB value of Physical Export and /
or FOB {Free on Board) value of Deemed Export, in
preceding licensing year

Export Obligation (EQ} conditions under
EPCG Scheme

= EQ to be fulfilled by export of goods

manufactured/service  rendered by

applicant.

= Upto50% of £O may be fulfilled by exports
of other goods manufactured or services
provided by the same firm/ company/
Broup companies.

*»  Exports shall be physical exports. Certzin
deemed experts will also be counted
towards fulfiliment of EO.

*»  The export obligation under the Scheme
shall he over and above, the average
level of exports achieved by the EPCG
suthorization holder in the preceding
three licensing years for the same and
similar products within the overall expert
obligation peried including extended

than the categories

exempted for this purpose.

period, other

¢ No average EO condition for certain

sectors like handicraft, handiooms,
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cottage, tiny sector, agriculture, aqua-
culture, animal husbandry, floriculture,
horticulture, pisciculture, poultry and
sericulture.

*»  Extension in EO period may be granted
for @ period of 2 years + 2 years subject to
certain conditions specified in Para 5.1 of
HBP.

*»  ForBIFRunits, EQ period may be extended
as per BIFR package or 12 years, if not
specified by BIFR. Import of Capital Goods
shall be subject to Actual User Condition
till EC is completed.

Capital Goods imported (excepting tools) for
manufacturing of export products relating to
handicraft, tiny
agriculture, husbandry,

handlooms, cottage, sector,

aqua-culture, animal
floriculture, horticulture, pisciculture, poultry and
sericulture are not transferable for a period of five
years from date of import even if EO is fulfilled.
However, transfer of capital goods |s alloewed within
group companies within five years from the date of
import after fulfillment of EQ under Intimation to

RA and jurisdicticnal Central Excise Authority.
Zero Duty EPCG Scheme

Thescheme has been introduced in the new Foreign
Trade Policy 2009-14 for specified sectors, viz for
exporters of engineering & electronic products,
basic chemicals & pharmaceuticals, apparels &
textiles, plastics, handicrafts, chemicals & allied
products and leather & [eather products; subject
to exclusions as provided in HBP vol. |. New sectors
included under zero duty EPCG Scheme w.e.f
23,08.2010 are paper & paperboard and articles
thereof, ceramic products, refractories, glass &
glassware, rubber & articles thereof, plywood and
allied products, marine products, sports goods and
toys added.
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_ Foreign Trade Policy
{i) Under zero duty EPCG Scheme, export
obligation equivalent to 6 times of
duty saved amount on capital goods Is
required to be fulfilled in 6 years from
authorizaticn issue date.

The validity perled for impert of capital
goods under zero duty EPCG Scheme is

(1)

nine months;
{ii) Export obligation period of & years can
be extended for a maximum period of 2
years only.

All other provisions pertaining to 3% duty EPCG
scheme, tothe extent theyare not inconsistent with
the above provisions of zero duty EPCG Scheme,
are applicable to the zero duty EPCG Scheme also.
The zero duty EPCG Scheme will be tn operation till
31.3.2012.

Export Oriented Units

A Committee under the Chairmanship of 5.C. Panda
was constituted to review and revamp the EQU
Scheme, The Committee has submitted its report
in July 2011 which is under consideration with the
Department of Commerce.

Deemed Exports

Paragraph 8.5 of the FTP and paragraph 8.3.1 (i)
of HBP vol.1 have been amended respectively to
make it ¢lear that supply of goods will be eligible
for refund of Terminal Excise Duty provided
recipient of goods does not avail CENVAT credit and
a declaration to this effect is given in Annexure || of
ANF 8 from recipient of goods. Similarly supplies
will be eligible for deemed export drawback
provided CENVAT credit has not been availed by
supplier of goods and a declaration to this effect
is given In Annexure |ll of ANF 8 from supplier of
goods. The declaration form of Annexure [l and
Annexure |l have also been suitably amended to
make the above stated intent very clear.



A Committee under the Chairmanship of DGFT
has been constituted on 3.5.2011 to Review the
Deemed Export Scheme.

Palicy Initiatives Taken:

= Filing of applications for various
authorizations through EDI mode has
been made mandatory in almost all

schemes.

« DEPB scheme is completely online.
The message exchange between DGFT
and Customs for Advance and EPCG
Authorization has been implemented
for all EDI ports for authorizations issued
after 1.4.2009.

« 28 out of 37 EPCs have registered on
DGFT’s website for uploading of RCMC
data. Complete online uploading of RCMC
data is expected te be completed by the
end of this financial year.

*»  Two additicnal banks namely (i) Bank of
Baroda (i} United Bank of India, have
also been included for Electronic Fund
Transfer (EFT) facility for DGFT users in
addition to the existing 11 banks.

*  An offline data entry module has been
provided for Advance Autherization and
EPCG applications in August, 2010 to
provide flexibility in filing applications
by exporters, and reducing online server
time which would imprave efficiency and
reduce cost.

*  ‘On-line’ filing of IEC application and
processing has been initiated w.e.f
1.1.2011. Online validation of PAN
through message exchange with NSDL
has been implemented.

*»  Message exchange of DFIA authorization
has been implemented from 13.10.2011
between DGFT and Customs.
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= A Software system for ‘on-line’ filing of
PRC cases, processing and thereafter
tracking has been developed.

A web based tracking and monitoring
software for export obligation under
Advance Authorization and EPCG has
been uplocaded on DGFT’s website.

« DGFT has also become India's first
digital signature enabled department
in government of India, which has
introduced a higher |level of Encrypted
2048 Dbit Digital Signature. Digital
certificate provides a high level of security
far online communication such that only
intended recipient ¢an read H. It provides
authentication, Privacy, non-repudiation
and Integrity in the virtual world. 2048
bit DSC’s has been issued to all offices.

Grievance Redressal Committee

A Grievance Committee headed by DGFT in
Headquarters and by the Joint DGFTs i.e. Regional
Authorities at all the regional offices is constituted
as per provisions of the para 2.49 of FTP 2009-
2014 and para 9.9 of the Handbook of Procedures
(Volume-1). These committees can be approached
for redressal of the grievances of Trade & Industry.

For any decisions relating to non-statutory matters
of Foreign Trade Policywhich havecaused grievances
to the exportersfimporters are also considered
redressal
i.e Grievance Redressal Committee headed by

by another grievance mechanism,
an Additional Secretary in the Department of
Commerce An opportunity for 3 personal hearing
with GRC is also available, if requested. During the
period from April, 2011 to December, 2011; four
meetings of GRC were held and 116 cases were

settled.



Import of sensitive items

Box:3.4

Amendments/ Changes made in item-wise import policy during
the year 2011-12 (after 3.1.2011)

Impart of sensitive items during April-
September 2011

Total import of sensitive items for the period
April-September 2011 has been ¥ 48274 crores
as compared to ¥.34516 crores during the
corresponding period of [ast year thereby showing
an increase of 39.9%. The gross import of all
commodities during same period of current year
was T1055339 crores as compared to ¥811773
crores during the same period of last year. Thus
import of sensitive items constitutes 4.3% and 4.6%
of the gross imports during last year and current
year respectively,

Imports of pulses, milk & mitk products and food
grains have declined at broad group level during
the period. imports of all other items viz. edible
oil, automobiles, fruits & vegetables (including
nuts), rubber, cotton & silk, products of SS1, spices,
marble & granite, alcoholic beverages and tea &
coffee have increased during the period under
reference.

In the edible oil segment, the import has increased
from 2.13367.3 crores last year to T21852.8 crores

The sale of vehicles imported by Foreign Diplomats and Other Privileged Persons permitted to other
non privileged persons also in the manner specified in Foreign Privileged Persons (Regulation of
Customs Privileges) Rules, 1857. {Notification No. 39, dated 31.3.2011).

The import of “Radicimmunocassay kits” (Medical equipments containing radioactive isotopes) per-
mitted freely subject to prior permission of AERB.(Notification No. 80. dated 17.10.2011).

for the corresponding period of this year, The
imperts of both crude oil as well as refined oil
have gone up by 63.8% and 60.8% respectively.
The increase in edible cil import ls mainly due to
substantial increase in import of crude palm oil and
its fractions.

Imports of sensitive items from Indonesia, China P
RP, Malaysia, Germany, Karea RP, Ukraine, United
States of America, Canada, Japan, Thailand,
Benin, Ghana, Cote 0’ lvoire, United Kingdom,
Guinea Bissau etc. have gone up while those from
Argentina, Myanmar, Australia etc. have gone
down,

Commodity Specific Measures — Exports

Box 3.5 depicts expert provisions for agricultural
products which are sensitive in nature due to their
direct impact on the public as well as domestic
trade and industry are monitored regularly by the
Government and suitable modifications are made
from time-to-time in order to ensure adequate
availability for domestic consumption and to keep
the prices under check.

Box:3.5

Commodity Specific Measures-Exports

Chronoilogical changes upto 29.2.2012
{1) Edible oil

(i} The export of all edible oils prohibited w.e.f. 17.03.2008.
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(ii)

Vide Notification No. 77{RE-2010}/2009-14 dated 28.09.2011 ban on export of edible oils has been
extended upto 30.09.2012.

(it} Vide Notification No. 92 dated 01.04.2008 and Notification No. 33 dated 19.08.2008, certain

(iv)

{v)

(2)
(i)

{ii}

(iii)

{iv)

(v)

(3)
(i)

exports of edible oil were granted exemption from this prohibition, namely {a) export of Castor Qil
(b) export of coconut oil from Cochin Port (c) Deemed export of edible oils{as input raw material)
from DTA to 100% EOUs for production of non-edible goods to be exported and (d} export of ail
produced out of minor forest produce even if edible, ITC{HS] Code 15159010, 15159020, 15159030,
15159040, 15179010 and 15219020.

Export of edible oils was permitted in branded consumer packs of upto 5 Kgs with a limit of 10,000
tons from custom EDI Ports. This was first notified on 20.11.2008 and extended from time-to-time.
Presently as per Notification No. 77(RE-2010)/2009-14 of 28.09.2011 such export of edible oil is
permitted upto 31.10.2012.

Through Notification dated 03.6.2011, exemption has been given for export of 10,000 MTs per
annum of Organic Edible Oils, duly certified by APEDA.

Non Basmati Rice

Export of non-basmati rice was prohibited vide Notification No. 38 dated 15.10.2007 and was
completely prohibited vide Notification No. 93 dated 1st April, 2008. Exemption was given for
export under Food Aid Programme and export to Maldives under Bi-lateral Trade Agreement
between Government of India and Republic of Maldives. However, export of PUSA-1121 variety of
non-basmati rice was allowed w.e.f. 3.9.08.

Exemption has been given for export of 10,000 MTs per annum of Organic Non Basmati Rice, duly
certified by APEDA.

Export of 1,00,000 MTs of Sona Masuri (from Chennai & Vishakhapatnam port with MEP of USD
850), 25,000 MTs of Ponni Samba (from Tuticorin port at MEP of USD 850) and 25000 MTs of Matta
rice {from Kochin port with MEP of USD 850) has been permitted for export Vide Notification 21
dated 10.02.2011. The MEP of USD 850 has been reduced to USD 600 per MT vide Public Notice No.
72 dated 12.08.2011.

Export of 10 lakh MTs of non-basmati rice on private account has been permitted by Notification
No. 60 of 19.07.2011 subject to MEP of USD 400. Allocation is to be made on first come first served
basis.

Export all varieties of non-Basmati rice made free w.e.f. 09.09.2011. Such export to be made by
private parties from privately held stocks only through EDI ports and also through non — EDI Land
Customs Stations (LCS) on Indo-Bangladesh & Indo-Nepal border {this will be subject to registration
of quantity with DGFT).

Basmati Rice

Minimum Export Price for export of Basmati rice was reduced from USS$ 1100 PMT to US $ 500 per
ton or T 41,400/- per ton FOB vide Notification No. 5 dated 7.9.2009 & now reduced to US$700 per
M.T.
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(i) Grain length of 6.61 mm and length to breadth (L/B) ratio of 3.5 mm has been notified for export of
Basmati rice vide Notification No, 57/2009-14 dated 17.08.2010. (This was earlier Grain length of 7
mm and length to breadth{L/B) ratio of 3.6 mm)

(i} PUSA-1121 variety of non-basmati rice was categorized as ‘Basmati rice’ and it became exportable
as basmati rice subject to applicable MEP with effect from 5.11.08 and other conditions.

{iv) Export of Basmati rice is permitted through all EDI ports.

{4) Pulses

(i} Vide notification No. 15 (RE-2006)/2004-2009 dated 27th June, 2006 export of pulses had been
prohibited initially for a period of six months but extended till 31.3.2007 vide Notification No. 17
dated 3.7.2006.

(i} Export of pulses except Kabuli Chana is prohibited till 31.3.2012 (Vide Notification No.35 dated
23.03.2011)

{iii) Export of pulses to Sri Lanka under specific permission granted by DGFT is exempted from ban.

{iv) Through notification dated 3.06.2011, exemption has been given for export of 10,000 MTs per
annum of Organic Pulses, duly certified by APEDA.

(5) Wheat
Export of wheat and wheat products was prohibited vide Notification No. 33 dated 8th October,
2007.

(i) Vide Notification No. 116 dated 3.7.2008 {amended by Notification No. 41 dated 18.05.2010) export
of Wheat Flour (Maida), Samolina (Rava / Sirgi), Wholemeal atta and Resuitant Atta was parmitted
freely subject to a limit of 6,50,000 MTs from 3.7.2009 to 31.3.2011 only from Customs ED{ Ports.
This permission has been extended upto 31.3.2012 through Notification No. 61 dated 20.07.2011.

(i) Exemption has been given for export of 10,000 MTs per annum of Organic Wheat, duly certified by
APEDA.

{iii} Export of wheat made free w.e.f. 09.09.2011. Such export will be only through EDI ports and also
through non-EDI Land Customs Stations (LCS) at Indo-Bangladesh and indo-Nepal border (this will
be subject to registration of quantity with DGFT).

(6) Cotton Yarn

{i} Export of cotton yarn was subjected to registration of contracts with the Textile Commissioner prior
to shipment through Notification No. 38 dated 09.04.2010.

{ity Export of Cotton Yarn (Tariff code 5205, 5206 & 5207) was “Restricted” vide Notification No. 14
dated 22.12.2010.

{iii} Export of Cotton Yarn (Tariff code 5205, 5206 & 5207) has been made free subject to registration of
contracts with DGFT with effect from 1.4.2011 through Notification No. 40 dated 31.3.2011.

(7) Cotton:

(i} Export of cotton was made free w.e.f. 01.11.2010 subject to a cap of 55 lakh bales during the cotton
season 2010-11(from 01.10.2010 to 30.9.2011).

(i) It was decided that the export contracts for cotton will now be registered by the DGFT instead of
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Textile Commissioner. Accordingly, Notification No. 12 dated 16.12.2010 has been issued through
which DGFT will be the registering authority for export of cotton {Tariff code 5201, 5202 & 5203).

{iii} Capon export of cotton during current cotton season was raised to 65 lakh bales through Notification
No.57 of 08.06.2011.

(iv) Vide Notification No.62 dated 02.08.2011, cap on export of cotton was removed for the remaining part
of cotton year 2010-11 and it became freely exportable subject to registration of contract with DGFT.

(v} Export of cotton under ITC (HS) code 5201 & 5203 has been made free for the year 2011-12 subject
to registration of contract with DGFT as per Notification No cotton. 74 dated 12.09.2011.

{vi) Export of cotton waste ITC (HS) code 5202 has been made free w.e.f. 01.10.2011 as per Notification
No. 78 dated 10.10.2011. Requirement of registration of contract for export of cotton waste has
been dispensed with.

(8) Sugar

(i} with effect from 01.01.2009 export of sugar is free subject to release order from the Directorate of
Sugar, Department of Food & PD, Gol.

(i) Exemption has been given from the requirement of obtaining release orders from Directorate of
Sugar for export of 10,000 MTs per annum of Organic Sugar, duly certified by APEDA,

{9} Onion

{i} Upto December, 2010, the export of onion including Bangalore rose onion and Krishnapuram onion
was allowed for export through 13 National/State level cooperative marketing federations subject
to MEP fixed by NAFED.

{ii) Export of onion including Bangalore rose onion and Krishnapuram onion was prohibited through
Notification No. 13 dated 22.12.2010.

{iii) Through Notification No. 24 dated 18.2.2011, the ban on export of onion including Bangalore rose
onion and Krishnapuram onion was removed and was allowed for export through 13 National/State
level cooperative marketing federations subject to Minimum Export Price (MEP] fixed by DGFT from
time to time.

{iv) Export of all varieties of onions including Bangalore rose onion and Krishnapuram onion was
prohibited w.e.f. 09.09.2011.

{v) Through Notification No. 75 dated 20.08.2011, ban on export of onion including Bangalore rose onion
and Krishnapuram onion has been removed and now it is allowed for export through 13 National/
State level cooperative marketing federations subject to MEP fixed by DGFT from time to time.

{10) Milk & Milk Products

(i} Export of milk and milk products was free till 18.02.2011.

(i} Export of milk powders (Skimmed Milk Powders, Whole Milk Powders, Dairy Whitener, Infant Milk
Foods etc.), Casein and Casein Derivative have been prohibited till further orders vide Notification
No. 23 of 18.02.2011. Transitional arrangements under para 1.5 of Foreign Trade Policy have also
been made inapplicable on export of milk powders {Skimmed Milk Powders, Whole Milk Powders,
Dairy Whitener, Infant Milk Foods etc.), Casein and Casein Derivative through Notification No. 25 of
24.02.2011.
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f" Express Industry

O I Council of India

BICI/AERA/042
25th April, 2013

Mr C.V. Deepak,

OSD 2

Airports Economic Regulatory Authority of India,
AERA Building, Administrative Complex,
Safdarjung Airport,

New Delhi — 110003

Sub: Multi Year Tariff Proposal and Annual Tariff Proposals submitted by Express
Industry Council of India for providing Courier Handling Services at Cargo
Terminal, CSI Airport, Mumbai — reg.

o

-

Sir,

We have the honor to ~ refer to your letter bearing File. No.
AERA/20010/MYTP/EICI/C/Mum/2011-12jVol-1/3969 dated April 22, 2013 on above subject
in response to our various letters referred therein, directing EICI to “submit the ogverall
maximum tariff that it proposes to levy for courier cargo services-inclusive of all the
components that it proposed to charge from its customers for the services being rendered
at the Courler handling facility at the Cargo Terminal at CSI Airport, Mumbai, for the
Authority's consideration, latest by 30.04.2013.”

1. We wish to submit that we have already submifted substantial written evidence on record
which leaves little room for ambiguity that MIAL is indeed the provider of the x-ray
machine at Mumbai for which it is charging a sum of Rs 2.60/ per kg to Rs 3.25 per kg
which were ‘}?rowded to you in our earlier letters dated 17™ December, 2012, 11™ January
2013 and 18" February 2013 along with copies of supporting documents.

2. We also wish to submit that our proposal in Delhi was also cleared on similar lines and the
\ basic objective of ensuring that the Tariff is split as per each service is to ensure
transparency in pricing,

3. The recent proposal for removal of customs cost recovery charges vindicates this point. All
tariffs which have been approved on a consolidated basis as  being  suggested  would
prowde substantial benefits to the service providers as they would only be governed by the
price cap approved and they will continue to charge the users the approved consolidated
tariff with no obligation to reduce or eliminate cost recovery charges as may happen, As the
charges for custoins cost recovery would be subsumed in other charges and there would be
no transparency in the pricing mechanism, even if the charges are reduced in a token
manner, it will be impossible to co-relate the actual reduction from the revised charges.

Contd. ...2..,

Express Industry Council Of India
501, Crystal Centre, Raheja Vihar,
Off. Chandivali Farim Road, Powai, Mumbai - 400 072,
Tel. : +91 224057 1111 Fax : +91 22 4057 1100 www.eiciindia.org
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4, TFurther as x-ray screening is a substantial activity in itself and as AERA has passed
standalone orders only for the tariff of x-ray screening ( Order No 10 of 2010-2011
approving the Tariff of M/s DIAL for x-ray screening charges), we see no reason why it
should be clubbed into one charge mixed with other charges for EICI.

5. Furthermore as pointed out before it would also make it impossible for AERA to implement
the Commerce Ministry’s Foreign Trade Policy of bringing about equity in x-ray screening
charges between courier and cargo service providers. It may be noted that on the cargo side
too AERA has always approved x-ray screening charges tariff separately and hence there is
no reason why there should be a different freatment for courier cargo x-ray screening
SGI'VICES

Hence this approach will be against the interest of users of such services and will  set a
“wrong precedent as comparisons will be made at different airporis for similar services which
will reflect a wrong picture.

While had we been a private company working for profit such a proposal of consolidated
tariff would have been readily acceptable as it would permit us fo continue charging high
charges even if one of the components were to be reduced. As we are a “not for profit body”
which is run by the users themselves, it would be against the interest of the users to seek
approval for such a consolidated proposal.

In view of the above it is ance again requested that our MYTP for Mumbai be approved based on
our tariff proposal already submitted. As we have already placed on record all our submissions a
decision may be taken accordingly. Also as indicated in our earlier letters as the regulatory
control period for which the approval was sought has almost come to an end, we request that
AERA take a just and fair decision based on the merits regarding the matter in a manner it deems
fit without any further delay for which we shall be deeply obliged.

Kindly acknowledge receipt.
Thanking you, ‘

Yours sincerely,
For Express Indystry Council of India

Vijay Kumar
Chief Operating Officer

Cc.: 1) The Chairman, AERA, New Delhi
2¥The Secretary, AERA, New Delhi
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No.AV.24032/13/2010-AD
Goverument of India
Ministiy of Civil Aviation

PR s
‘B’ Block, Rajiv Gandhi Bhavan

. Safdarjung Airport

New Delhi, Dated 17*h June, 2013

Subject:- Reduction iv charges tor screening of express cargo at the airporis,

Reference is invited to the meeting held on 4.6.2013 at 11.00 AM in
the second floor conference room of this Ministry under the Chainmanship
of Shri K.N. Shiivastava, Secretary (Civil Aviation) on the above subject..

2. Minutes of the meeling are forwarded herewith for information and
necessary action

(S.un,i]l Panty - 7

Under Secretary to the Government of India
Telephone: 24619282
To
<1._Tte Chairperson, AERA, S'lfdauung Ajrport, New Delhi.

2. The Chairman, AAL, Rajiv Gandhi Bhavan, Neéw Delht,

3. The Managing Director, Mumbai International Airport Private
Limited, D.104, 10 l]oor-, Himalaya House, 23, K.G. Marg, New
Delhi.

4. The Managing Director, Delhi International Aivport Private Limited,
Udaan Bhavan, neac Terminal-3, 1GI Airport, New Delhi.

5. The Managing Direclor, Bangalore International Airport Limited,
Alpha-2, Devanahalli, Bangalore ~-560300.

6. Shri Vijay Kumar, Chief Operating Officer, Express Industry Council
of India, 501, Crystal Centre, Raheja Vihar, Off. Chandivali Farm
Road, Powai, Mumbai - 400 072.

Internal Distribution

Sr.PPS to Secretary/PPS to JS(AS)/PPS to Dir{LR)/US(SP




Minutes of the Meeting taken by Secretary (Civil
Aviation ) on 4.6.2013 at 11,00 AM on_the concerns
expressed by EICI regarding reduction in charges for
screening of express cargo at the airports.

A meeting was held under the Chairmanship of Secretary,
Ministry of Civil Aviation on 4.6.2013 at 11.00 AM on the
concerns expressed by EICI regarding reduction in charges for
screening of express cargo at the airports.

2. The list of officers who attended the meeting is at Annexure,

3.  The Chairman welcomed the participants and stated that
the meeting has been convened since EICI has sought reduction
in charges for screening of express cargo at Mumbai and Chennal
airports.

4. Chairman then asked the EICI representatives to start the
discussion, EICI representative stated that the Express Industry
Council of India has requested to bring the x-ray screening
charges levied at the courier terminals at par with the charges
levied at cargo terminals of the airports. He said that a shipment
package is x-ray screened at the cargo terminal using an x-ray
machine, the charges levied for this service is Rs.0.80 per kg and
when the same shipment package is taken to the express cargo
terminal, a charge as high of Rs.8.00 per kg to Rs.3.25 per kg is
charged at Chennai and Mumbai respectively. He also stated that
the issue was taken up with AERA but no action has been taken.

5. The AERA representative informed that the charges levied
at the cargo terminal and the courier terminal cannot be
compared since the the consignments are different.

6.  The MIAL representative stated that the cargo and courier
shipments cannot be charged the same rate since both are
different products handled at different terminals under different
business models and the airlines themselves charge different
tariff for Courier and General Cargo. He also stated that MIAL
reduced the x-ray screening charges from Rs.6.00 to Rs.3.25.



7. The Chairman asked Member (Ops), AAI about Chennai
Airport. Member (Ops) informed that the x-ray screening at the
airport is done by a private party and who pays space rental
charges and royalty charges to AAL

8.  After a brief discussion, the following decisions were taken:-
(i) X-ray screening charges should be the same both for
general cargo and courier cargo.
(ii) AERA may be advised to consider 8(i) while fixing the
tariff. |

9.  The meeting ended with a vote of thanks to the Chair.
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Annexure

List of participants

Ministry of Civil Aviation

Shri K.N. Shrivastava, Secretary
Shri L.R.S. Reddy, Director

Airports Authority of India

Shri G.K. Chaukiyal, Member (Ops)
Shri P.K. Ratti, GM

Airpoi“ts Economic Regulatory Authority

Capt. Kapil Chaudhary,- Secretary

Mumbai International Airport Private Limited
Shri Manoj Singh

Bangalore International Airport Limited
Shri Sunil Jeshi

EICI

Shri Vijaykumar
Shri Ranjit S. Walia



Annexure- X|
MUMBAI

Express Industry Council of India

Tariffs for Mumbai Terminal: Facilitation Fees, Storage & Processing Charges at EICI Express Terminal Built,
Managed and Operated by Express Industry Council of India at Mumbai Airport

April 2011 to March 2012 (w.e.f. 01.04.2011 to 31.03.2012)

8l No, [ Charges Rate Rs. Remarks
1. | International Imports
Facilitation Fees Rs. 5.00 Per Kg.
Detention Fees
0-3 Days Free
From 04-10 Days Rs. 2/- Per Ky, or part thereof or
Rs. 30/- whichever is higher
From 11-20 Days Rs. 3/- Per Ky, or part thereof or
Rs. 30/- whichever is higher
From 21-30 Days Rs. 4,50 Per Kg.
Form 31¥ Day | Rs. 6/ Per Kg
Demurrage Charges _ Rs. §/- Per Kg. Pemurrage free period

shall be as per
Government Orders issued
from time to time

2. | International Exports :
Facilitation Fees Rs. 4.50 Per Kg.

The above tariffs are all inclusive charges charged for facilitating Import and Export Shipments.



3. | X-Ray Charges (International Cargo- | Rate —Rs per kg | Minimum Charges per - As per Ministry of
Exports) AWBICTMAGM/FLIGHT Civil Aviation letter
no.
AV.24032/13/2010-
3.1 | X- ray charges- If screening done by AD dated
airlines (minimum charges applicable Y . 17.06.2013, the x-
per AWB) Rs. 1.38 Rs. 167 ray screening
charges should be
3.2 | X- ray charges- If screening not done the same both for
by airlines (minimum charges R . general cargo and
applicable per AWB) Rs. 1.70 Rs. 225 courier cargo.
4, | EDI Clearance Charges As per MoU signed with

Customs, there would be a
certain levy on the
shipments cleared through
EDI. The CAPEX for these
charges are not included
in the MYTP proposal.
These charges would be
levied once it is approved
by Customs

- The charges are on per kg basis. For a 1 kg shipment the per ko rate is applicable.
<" As per Order No. 32/2012-13 dated 15.01.2013 issued in the matter of determination of aeronautical tariffs in respect of CSI
:;..mrport, Mumbai, rates for x-tay charges are effective from 1°' April, 2009. :

L -
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Express Industry Council of India
Tariffs for Mumbai Terminal: Facilitation Fees, Storage & Processing Charges at EICI Express Terminal Built,
Managed and Operated by Express Industry Council of India at Mumbai Airport

Effective from April 2012 (w.e.f. 01.04.2012 to 31.03.2013)

MUMBAI

Rs.

30/- whichever is higher

$I._No. Charges Rate Rs. Remarks
Infernational Imports
Facilitation Fees Rs. 6.00 Per Kg.
Detention Fees
0-3 Days Free
From 04-10 Days Rs. 2/- Per Kg, or part thereof or
Rs. 30/- whichever is higher
From 11-20 Days Rs. 3/- Per Kg, or part thereof or

From 21-30 Days Rs. 4,50 Per Kg.

Form 31¥ Day Rs. 6/- Per Kg

Demurrage Charges Rs. 5/- Per Kg. Demurrage free period
shall be as per
Government Orders issued

| from time to time
International Exporis
Facilitation Fees Rs. $.50 Per Kg.

The above tariffs are all inclusive charges charged for facilitating Import and Export Shipments.

Annexure- XIi



X-Ray Charges (International Cargo-

Rate — Rs per kg

Minimum Charges per

- As per Ministry of

Exports) AWB/CTMAGM/FLIGHT Civil Aviation lefter
no.

3.1 | X- ray charges- If screening done by | Rs, 1.38* Rs. 167> AV.24032/13/12010-
airlines (minimum charges applicable AD dated

per AWB) 17.06.2013, the x-

- ray screening

3.2 | X-ray charges- If screening not done by | Rs, 1.70* Rs. 225* ¢harges should be
airlines (minimum charges applicable the same both for

per AWE) general cargo and

o courier cargo.

4. | Customs Charges {(lmports) Rs. 1.50 Per Kg. Once Customs stop

] demanding  the  Cost

5, | Customs Charges {Exports) Rs. 0.50 Per kg. Recovery, EICI will also
stop collection of these

B charges,

6. | Customs Cost Recovery Arrears | Rs. 0.40 Per Kg. Due to 6 Pay Commission

charges

Arrears demanded by
Customs, EICI has
proposed to levy a

surcharge of Rs. 0.40/-per
kg. till total recovery of
arrears of Rs. 94,85,658/-

welf  01.03.2012. The
charge will not be levied
once the arrears are

collected and paid.

EDI Clearance Charges

As per Mol signed with
Customs, there would be a
certain levy on the
shipments cleared through
EDI. The CAPEX for these
charges are not included in
the MYTP proposal. These
charges would be levied




[ | ] once it is approved by
Customs

Note:

- The charges are on per kg basis. For a 1 kg shipment the per kg rate Is applicable.
* As per Order No. 32/2012-13 dated 15.01.2013 issued in the matter of determination of aeronautical tariffs in respect of CS|
Airpott, Mumbai, rates for x-ray charges are effective from 1°° April, 2009.




Annexure- Xl
MUMEAI

Express Industry Council of India _

Tariffs for Mumbai Terminal: Facilitation Fees, Storage & Processing Charges at EIC] Express Terminal Built,
Managed and Operated by Express Industry Council of India at Mumbai Airport

Effective from April 2013 (w.e.f. 01.04.2013 to 31.03.2014)

Sl. No. Charges Rate Rs. Remarks
1. | International Imports
Facilitation Fees Rs. 6.00 Per Kg.
Detention Fees
0-3 Days Free
From 04-10 Days Rs. 2/- Per Kg, or part thereof or
Rs. 30/- whichever is higher
From 71-20 Days Rs. 3/- Per Ky, or part thereof or
Rs. 30/- whichever is higher
From 21-30 Days Rs. 4.50 Per Kg.
Form 31° Day Rs. 6/- Per Kg
Demurrage Charges Rs. 5/- Per Kg. Demurrage free period

shall be as per
Government Orders issued
from time to time

2, | International Exports
Facilitation Fees Rs. 5.50 Per Kg.

The above tariffs are all inclusive charges charged for facilitation Import and Export Shipments,




3. | X-Ray Charges (International Cargo- | Rate - Rs perkg | Minimum Charges per - As per Ministry of
Exports) ' AWB/CTMWIGM/FLIGHT Civil Aviation
letter no.
AV.24032/13/2010-
3.1 | X- ray charges- If screening done by | Rs.1.38 * Rs. 167 AD dated
airlines (minimum charges applicable 17.06.2013, the x-
per AWB) ray screening
charges  should
3.2 | X- ray charges- If screening not done by | Rs, 1.70* Rs. 225* be the same both
airlines (minimum charges applicable for general cargo
per AWB) and courier cargo
4. | Customs Charges (Imports) Rs. 1.50 Per Kg. Once  Customs  stop
demanding the Cost
§. | Customs Charges (Exports) Rs. 0.50 Per kg. Recovery, EICI will also
stop collection of these

charges.
6. | Customs Cost Recovery Arrears | Rs. 0.40 Per Kg. Due to 8" Pay
charges Commission Arrears

demanded by Customs,
EICI has proposed to levy
a surcharge of Rs. 0.40/-
per kg. till total recovery
of arrears of Rs.
94,85,658/- w.e.f.
01.03.2012. The charge
will not be levied once
the arrears are collected
and paid.




EDI Clearance Charges

Note:

- The charges are on per kg basis. For a 1 kg shipment the per kg rate Is applicable.

As per MoU signed with
Customs, there would be a
certain levy on the
shipments cleared through
EDI. The CAPEX for these
charges are not included In
the MYTP proposal. These
charges would be levied
once it is approved by
Customs

* As per Order No. 32/2012-13 dated 15.01.2013 issued in the matter of detenmnatlon of aeronautical tariffs in respect of CSI

Airport, Murnbai rates for x-ray charges are effective from 1% April, 2009,
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