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Chapter 1
WORKING GROUP
1.1
Constitution of Working Group:

Vide Office Memorandum No. 8/12/B/O& PM/2008, dated 5.11.2008 the Central Board of Excise and Customs (C.B.E.C.) constituted a Study Group to examine and suggest restructuring of various Cadres in Customs field formations. The Study Group comprised of the following Officers:
	(a)
	Shri N. Sasidharan, Chief Commissioner of Customs, Mumbai Zone-II
	Head

	(b)
	Shri Sandeep M. Bhatnagar, Commissioner of Customs, Chennai
	Member

	(c)
	Shri R.K. Mahajan, Commissioner of Customs (General), Mumbai
	Member


1.1.1
Subsequent to superannuation of Shri N. Sasidharan, on 28.4.2009,        Shri K. R. Bhargava, Chief Commissioner of Customs, Mumbai Zone-II was designated as Head of this Study Group, vide C.B.E.C.’s Order dated 15.5.2009.
1.1.2
The Study Group co-opted Shri Mathew Jolly, Additional Commissioner, Chief Commissioner Office, JNCH as its Member. Subsequent to his transfer from JNCH, Shri G D Lohani, Additional Commissioner was co-opted as a Member in his place.

1.2.
Terms of Reference:


Terms of Reference (TOR) of the Study Group is at Annexure A. TOR interalia include,-

(i) Quantify the workload of field formations, i.e. Custom Houses/ Customs Commissionerates/ICD/CFSs, keeping in view the recent changes in business processes like RMS based checks and automation of business processes.

(ii) Suggest the norms for re-organization of existing formations and creation of new formations;

(iii) Workout  manpower requirements for International Airports to effectively address the issues of facilitation as well prevention of smuggling;

(iv) Impact study on field formations on account of initiatives like ICES, ICEGATE, RMS, other process re-engineering and iCERT;

(v) Work out staff requirement to counter narco-terrorism, bio piracy, counterfeits, violation of IPR laws, smuggling of fake currency and other security related issues;

(vi) Impact study of staff requirement on account of  trade agreements, implementation of international conventions and commitments;

(vii) Interact with the recognized Officers/Staff Associations and to take their concern on board. 

******

Chapter 2

CHANGING CUSTOMS ENVIRONMENT AND HUMAN RESOURCE REQUIRMENTS
2.1
Changing Customs environment

2.1.1
Globally, Customs formations are engaged in the implementation and enforcement of various legislations, Conventions and International Mutual Co-operation Agreements relating not only to matters of economic interest like Customs tariffs and laws, but also to wide ranging issues of national importance and public concern that include security, safety, health, environment, consumer protection, illicit traffic in drugs, CITES, IPR etc.  

2.1.2
In the age of globalization, the operating environment and the role of Customs is continuously evolving. Not long ago, the main thrust of Customs administrative machinery was revenue collection in an environment of high and multiple tariff rates, stringent regulations, manual documentation and almost a physical control on external trade. However, we have lately moved a great deal ahead with high degree of automation, risk based scrutiny and assessment, accredited client programme, post clearance audit based checks, rationalized and reduced duty rates, simplified business processes, greater international co-operation and integration of Customs procedures with increased focus on security, and non-revenue related matters including service delivery to our clients.  Internationally also there has been paradigm shift in the role of Customs. Naturally, in these circumstances it is expected that Indian Customs would continue to undergo significant changes in the near future. However, predicting these changes and suggesting suitable complementary reorganization of Customs formations is a tremendous challenge in itself.
  

2.1.3
The significant challenges that would decide the shape and structure of the Indian Customs administration in the near future are as follows:

(1)       Exponential increase in trade volumes: 

(a)
Exports: Exports are one of the prime contributors for sustained economic development in India, growing from USD 64 billion in 2004-05 to USD 155 billion in 2007-08. This translated to 250% growth in a period of four years, i.e. CAGR of 23%.  
Air cargo exports from India are expected to rise from the present 0.8 million tones in the year 2005 to 2.4 million tones in 2010.
(b)
Imports: India’s imports have also grown at a rapid pace in the last decade and this growth is likely to continue in future also. The following projections in respect of major Sea Ports in India reflect the likely growth in the coming years:
Figures in Millions MT
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Kandla 70,63 98,13 204,51
Mumbai 52,38 76,13 128,61
INPT 49,98 88,77 305,99
Mormugao 49,15 52,25 78,30
New Mangalore 37,41 52,17 84,14
Cochin 15,36 24,63 53,49
Tuticorin 21,20 30,80 71,80
Chennai 54,75 64,17 87,11
Ennore 11,30 40,64 136,40
Visak 57,70 81,70 146,80
Paradip 45,60 71,55 125,60
Kolkata 45,01 58,47 172,32

510,47 739,41 1595,07





The commodity-wise projections of import cargo at Major Sea Ports are as follows:
Figures in Millions MT
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POL 160,66 216,51 335,95
Iron Ore 95,64 108,97 139,52
Coal 74,49 126,68 189,61
Containers 83,88 161,38 679,97
Fertilisers 15,34 19,76 37,20
Other Cargo 80,44 106,11 212,82
Total 510,47 739,41 1595,07





(c)
Share in World Trade: In 2006-07, share of India’s merchandised trade in world trade was 1.5%. Government of India envisages this share to increase to 5% in the year 2020. Considering that world trade would at least double during this period, India’s merchandise trade, in absolute terms is likely to grow eight fold in next 10-12 years.

(d)
International freight: The Indian market for international freight is expected to grow by nearly 10% annually over the next five years. A study done by the India Port Association under the aegis of Ministry of Shipping reflects the following growth picture (in tonnage TEUs) for all Major Indian Ports combined, in comparison to  Port of Rotterdam (indicative of the likely growth in volumes of imports and exports), 






(Figures in Million MT)1
	
	2006-07
	2007-08
	2025

	Major Indian ports combined
	420
	814
	1450

	Rotterdam Port
	380
	430
	595


(e)
Passenger traffic: In recent years India has seen the ‘air travel revolution’. The expansion of air transport in India is among the fastest in the world which is being reflected in the double digit growth rates of passengers; the aircraft orders placed by Indian carriers; and the expansion of Indian Airports.  According to an ASSOCHAM’s (Associated Chambers of Commerce and Industry of India) Eco Pulse Survey, international passenger traffic out of India has in past few years enjoyed a 17% growth on year to year basis. 

(f)
Customs documentation and volume of imports/exports: The increase in terms of number of import and export documents processed by the Department is indication of the increase in the quantum of conventional work for the Customs Administration. 

Volume of work and projection

	
	2006-07
	2007-08
	2008-09
	2009-10

(Projection)
	2010-11

(Projection)
	2012-2013
(Projection)

	Bills of Entry 

(in lakhs)
	24.2
	27.9
	-
	33.6
	36.5
	42.5

	Shipping Bills 

(in lakhs)
	39.6
	43.2
	-
	51.2
	55
	62.7

	Imports 

(Rs in. Crores)
	7.42
	8.83
	10.62
	12.8
	14.5
	18.1

	Exports 
(Rs in. Crores)
	5.15
	5.97
	-
	7.46
	9.18
	11.3


2)       Export promotion policy:


Exports are not just about earning foreign exchange but also boosting our manufacturing and service sectors, thereby creating large scale economic activities and huge employment opportunities. Country’s intention to promote exports has resulted in creation of export clusters in the form of SEZs, EOUs, STPIs, Gems and Jewellery Export Processing Zones etc. 315 SEZs have already been notified, 568 more have been granted formal approvals and 144 more have been granted In-principle approval. 
As SEZ Developers and units, EOUs, STPIs and Gems and Jewellery units are entitled to incentives in the form of indirect tax exemptions, concessions and other related incentives, role of Customs administration in policy implementation and administration in respect of these units would significantly increase in the coming years. In fact in past two years the increase in recruitment at Group ‘A’ entry level is mainly on account of anticipated growth in SEZ clusters.

(3)    
Re-engineered Business Processes - Risk Management System (RMS) and Post Clearance Audit, etc: 
Introduction of RMS has meant that up to 50% of the documents filed for Import clearances do not require assessment / examination. RMS has resulted in considerable reduction of Dwell Time and increased system efficiency. Though the RMS system has considerably reduced the assessment work the manpower freed by RMS has been absorbed by the much higher increase in workload. Even the 50% of the documents which are not facilitated by RMS are much higher in number than were being assessed earlier.  Moreover 50% of the Bills of Entries (Bs/E) which are facilitated under RMS used to consume less than 10% of the total time when they were earlier being assessed by the Officers. This is due to the fact that facilitation is allowed only in respect of those Bs/E, which are perceived to have lower risk parameters and are largely compliant. Even in the scenario of Officer based assessment of these Bs/E very little time had been taken to assess these Bs/E. Much of the time was taken up in assessing those Bills which were perceived as risky and non compliant which are in the present RMS scenario selected for assessment. Thus, 50% facilitation has resulted in actual reduction in assessment time to the tune of 10-15% only. On the other hand, introduction of RMS has resulted in the creation of new business processes like, Risk Management Division, and LRM etc. for effective targeting and intervention of consignments which may pose revenue risk and Post Clearance Audit for effective compliance verification program. PCA requires considerable effort and time and for its effective implementation there would be a requirement of significant number of additional Officers.

(4)
Distinct Approach in respect of Audit/compliance verification: 
In the present environment, Post Clearance Audit is the foremost compliance verification tool. However, review of PCA program reveals that PCA business process as it stands today has not been able to deliver a great deal to the cause of effectively achieving the desired objective. The pendency in PCA has been increasing with time. 
[PCA performance May 09]

	Major locations
	Bs/e selected for PCA
	Bs/e audited
	Duty evasion detected

(Rs Lakh)
	Recovery

(Rs Lakh)
	Remarks

	ACC Del
	18287
	3064
	0
	0
	-

	Kolkata Sea
	1396
	1103
	0
	0
	-

	Mumbai NCH
	18287
	3064
	0
	0
	 

	JNCH
	5722
	2456
	6.5 
	6.5 
	Anti Dumping Duty

	Mumbai ACC
	3864
	902
	0
	0
	

	Kandla
	2727
	1280
	37.4
	0
	Wrong exemption benefit

	Chennai Sea
	4594
	4636
	0
	0
	

	Chennai ACC
	3893
	273
	0
	0
	

	Bangalore
	6753
	2175
	0.63 
	0.69
	Mis-classification


There is an immediate need to strengthen and restructure the Audit organization and move from transaction based PCA to record based audit, wherein a comprehensive audit of a taxpayer is done for Central Excise/Service tax (or GST in future) and Customs compliance verification at the same time by one team. Therefore, there is not only a need to re-engineer the business process completely but also to strengthen it significantly.
(5) 
International Supply Chain Security Issues:

The SAFE-Framework of Standards, which are likely to be implemented fully by 2011-12, envisages that every nation would take adequate step for supply chain security. Being the guardian of fiscal borders, Customs administration is required to take a lead role in this regard.  Container Scanner Initiative (CSI) is one such measure, which is being undertaken globally. In India, CSI has been operationalised on pilot basis at JNCH only and that too only for inbound trade. In near future, CSI would not only be replicated at other ports but also would be operationalised for outbound cargo. Similarly, Airports, Air cargos, Foreign Post Offices, Courier Cells etc will also have container/cargo scanning. Scanning based examination would become an international norm in near future, especially the way international Customs co-operation is required on account of international threats and therefore evolving. However, scanning in such large magnitude on 24X7 basis would translate into significant increase in manpower requirements for Customs administration. At the same time it also needs to be kept in mind that scanning would only address the security risks and not the commercial frauds relating to valuation, classification, misuse of export incentive schemes etc. Therefore, increased Officers and Staff would still be required for a proper examination of export and imported goods.
(6)        Expansions of Port/ICD/CFS/Airports/Courier Terminals Facilities:

      Recent times have seen a huge spurt in the number of new Ports /ICDs/CFSs/   Airports/Courier terminals. Further, existing facilities have ambitious growth projections.  Some of the illustrative expansion plans as are likely to be undertaken in near future are as follows: 

(a)
Nhava Sheva Port plans to increase handling capacity from 4.05 Million TEUs (Twenty Feet Equivalent Units) to 8.65 million TEU’s by 2013,

(b)
Chennai Port is adding a second Terminal of a capacity of 1.5 million TEU’s in 2009 which will double the capacity of the Port; 
(c)
Ennore Port in Chennai plans to expand from handling bulk cargo to other items especially cars.
(d)
Mundra Port is increasing its capacity manifold in the next few years. 

(e)
Haldia Port is increasing the capacity. It is already like a full fledged Custom House but working under an ADC; 

(f)
International Airport in Navi Mumbai, though at a conception stage is likely to come up in the next five years; 

(g)
Significant capacity expansions at Airport Delhi, Mumbai, Chennai, Bangalore, Hyderabad, Ahmedabad and Nagpur Airport (creation of international cargo hub); 

(h)
A number of new ICDs have come into existence in and around Delhi, in Maharashtra, Tamilnadu, Karnataka, Rajasthan, Haryana, and Gujarat;
Figures in MTS
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(7)
24X7 Customs Operations: 
The Inter-Ministerial Group (IMG) has recommended a shift to ‘round the clock’ service at Customs Stations particularly the Departments dealing with clearance. Round the clock operations can be managed by having two shifts working on staggered basis with more number of Officers and Staff deployed during the peak hours which progressively lessen during the non peak hours. The alternative is to have three shifts of 8 hours each. In either case a much larger number of Officers especially at the Group B level is absolutely required without which it would be impossible to provide round the clock service. In any case, Courier and express cargo clearances would require deployment of staff on 24X7 basis. This would require additional manpower.
(8)
Combating Sophisticated Smuggling And Newer Types Of Frauds: 
The rising incidence of newer types of frauds, forgery, fake currency, and narcotics smuggling, arms smuggling, coastal intrusion, wild life smuggling, issues like transfer pricing arising due to technological advancement, protection of intellectual property rights, infringements of IT laws etc require dedicated manpower to be trained and deployed in these areas where at present there are very few or no personnel. 

(9)
Other Significant Border Enforcement Functions:

(a)
Non-revenue generating functions like implementation of legislations/provisions relating to IPR, Quality Specifications like BIS, RE-44, Anti Money Laundering, CITES, PITNDPS, rummaging and intelligence activity etc necessitate the requirement for increased man power. New border enforcement functions such as IPR and Environmental protection; these two functions are currently at an infant stage, but the same would grow exponentially. Recently ASSOCHAM had proposed for recruitment of specialists in Customs for the IPR functions. It has been stated that not more than 5% of the total IPR violations come to light. 
(b)
Non-Tariff/Technical Barrier to trade imposed in view of recessionary trends all across the world are a new challenge; many countries have adopted anti-globalization measures like quality and quantity (quota) restrictions, levy of anti dumping/safeguard duties with a view to protecting the local Industry/farmers/producers. India has also adopted some measures due to excessive dumping of cheap goods into India by China and some of the Eastern European countries. In this regard, it is necessary that we have research units, including compliance research units in such regions of the world, the import from where is anticipated to have been dumped or undervalued with a view to support our existing field arrangements.   
(10)
Higher Service Delivery Expectations And Commitment For Improved Taxpayer Services:  
Over a period of time, with rationalization of rates, globalization of economy, international Customs co-operation and commitments, increased competitiveness, increased accountability and commitment to society (as reflected in Citizens’ Charter), increased transparency (on account of transparent business processes, automation and  RTI etc), streamlining of processes and automation of business processes, the service delivery expectations, and expeditious redressal of public grievances   and the expectations for quick resolution of public grievance are much higher. Delivering quality services expeditiously would require increased manpower. Further, as part of good governance we have also committed ourselves for improved taxpayer services. Providing improved taxpayer services, including effective and continuous communication with taxpayers; an updated web-site containing comprehensive information including information at the Commissionerate level; help desks; timely resolution of difficulties faced by trade etc., would all require additional staff for effective delivery.
(11)      Need for quick dispute resolution mechanism:
Dispute resolution is a significant aspect of any tax administration. Quick and qualitative disposal of disputes not only helps in getting the due revenue timely, providing certainty for taxpayer and policy requirements, but also is an essential requirement for fulfilling commitments made in the Citizens Charter. However, so far the dispute resolution machinery has not been able to deliver the desired result. The pendency of cases at various levels has only risen. The following Table reflects the pendency of cases and revenue involved at the levels of Commissioner; Commissioner (Appeals), Tribunal, High Courts, and Supreme Court.

No of case in disputes

	Pendency of cases
	As on 31.3.2009 (Total numbers)
	Amount  involved

(Rs in Crore)
	No. of Appeal received
(2006-07)
	No. of Appeal received

(2007-08)
	No. of Appeal received

(2008-09)

	Commissioner (Appeals)
	16002
	3343
	20437
	22774
	24123

	Commissioner 

(Amt more than Rs one Crore)
	511
	925
	-
	-
	-

	CESTAT
	13356
	26656
	12397
	12472
	12712

	High Courts
	7083
	8481
	3673
	4010
	4439

	Supreme Court
	1779
	5719
	732
	891
	634


It is evident that the number of disputes has actually increased over a period of time even though a number of initiatives have been taken by the Government to simplify the procedure and rationalize the tax rates. So far as the Department is concerned, it is necessary that matters are decided within a reasonable time frame before the Commissioners and Commissioner (Appeals) in a qualitative manner. As the situation stands today, the Officers are required to adjudicate far too many cases than what they should optimally decide in a given time. Therefore, even if Officers decide the pending matters expeditiously, the quality of order suffers on account of sheer volume as these have to be disposed off in a time bound manner. 

(12)
Capacity Building In Customs Administration:

(a)
Automation of business processes, business process integration on e-platform and ICEGATE: Impact of introduction of EDI, and other computerization initiatives has resulted in the reduction of transaction time and cost. Further, system capacity has been upgraded over a period of time and business processes are being re-engineered and integrated.  This has improved overall efficiency and heightened the ability to handle increased workload in lesser time.  These measures have also reduced the need for personnel in Departments related to assessment / examination to some extent;

(b)
The introduction of the much awaited LAN system for Office communication: The Version 2 of the ICES software which is expected to enable centralized assessment from any Customs station will also significantly improve efficiency. 

(13)
Outsourcing and improved infrastructure: 
A well trained human resource is a precious asset which should not normally be used for peripheral jobs that can easily be outsourced. Accordingly, Department has resorted to outsourcing of non-core job, e.g. Customs Service centre. In future this is likely to continue further. There is a need to identify such non-core areas of work that could be outsourced. Effective outsourcing will also help in lower cost and better deployment of resources and Staff.  In this regard the Staff Inspection Unit (SIU) of the Department of Expenditure had studied the norms for ICDs/CFSs. They had studied the functions in these Departments and the average time taken for each work was also quantified. The Unit had given various suggestions. They are discussed as below:

 (i) Outsourcing of jobs of Sepoys to the custodians of ICD/CFSs
(ii)
Outsourcing of recordkeeping to the custodians of CFS/ICD
(iii)
Hiring of retired Customs/Excise Staff till the age of 62 years as stop gap arrangement to tide over the crisis of sudden requirement by ICDs/CFSs.

(iv)
The efficiency of the Officers in examination/stuffing of cargo also depends on the infrastructure available in CFS/ICD. A better infrastructure helps in better turnaround time, reduced dwell time and increased efficiency. Facilities to be provided by the Custodians should be inspected, tracked and their efficiency levels improved. This would require proper management of ICDs/CFSs.
(14)
New Initiatives Taken By Customs Administration - C-TPAT (Customs-Trade Partnership Against Terrorism) etc.:
C-TPAT is a voluntary government-business initiative in US to build cooperative relationships that strengthen and improve overall international supply chain and country’s border security. C-TPAT recognizes that Customs Administration can provide the highest level of cargo security only through close cooperation with the ultimate owners of the international supply chain such as importers, carriers, consolidators, licensed customs brokers, and manufacturers. Through this initiative, Customs Administration is asking businesses to ensure the integrity of their security practices and communicate and verify the security guidelines of their business partners within the supply chain. The certified C-TPAT client is entitled to following privileges: 
· A reduced number of inspections (reduced border delay times) 

· Priority processing for inspections. (Front of the Line processing for inspections when possible.) 

· Assignment of a C-TPAT Supply Chain Security Specialist (SCSS) who will work with the company to validate and enhance security throughout the company’s international supply chain. 

· Eligibility to attend C-TPAT supply chain security training seminars.

Such initiatives are likely to be taken by the Indian Customs, particularly in view of the commitments to international community.
(15) Human Resource Issues- The issues like career opportunities and career progression are extremely significant for the department as a whole. An examiner may get promotion in three to five years as Appraiser. However, for an Inspector it may take more than ten years to get first promotion. Similar disparities exist in at Group B (Superintendent of Central Excise Vs Appraisers) and various cadres Group C level.   As the Directorate of HRD is already looking into this matter in details, this Group decided not to make any specific recommendation on this issue. However, as Group had detailed deliberation with various Associations, their concerns have been highlighted later in the Report.
2.2
Automation and manpower requirement

2.2.1
One of the most significant issues before the Study Group was to assess the overall implication of automation initiatives taken by the Department for its manpower requirement. Traditionally the use of technology was equated to replacement of men with machines. This concept is, however, outmoded especially in the context of information technology. Use of IT involves a fundamental change in the way of doing business. The gains from IT are not limited to speed but they extend to the qualitative imperatives of transparency, certainty and fairness as well having systemic improvement which rather gets institutionalized. To achieve these outcomes the level, quality and accountability of personnel deployed must be of the highest significance. Indian Customs has pioneered in harnessing the power of IT in reengineering its functions. While in most of the governmental functions use of IT is broadly limited to word processing, maintenance of data and MIS, Customs Electronic Data Interchange (EDI) is based on the principle structured data wherein information required for decision making moves electronically and the decisions are also recorded in the System. Now, EDI (through ICES and ICEGATE) processes have been integrated across the complete client change from the shipping line to importer to bank to custodian. Accordingly, all the steps starting from filing of IGM, filing of BE, assessment, payment of duty/grant of drawback, audit etc.  are automated.
2.2.2 
As regards the issue as to what is the implication of this automation processes to manpower requirement, the Study Group felt that contrary to the general view, the man power requirement has rather grown in automated environment. The automation of business processes have made such processes feasible which were not feasible in manual environment, i.e.,  from remote filing of document;  filing of document from remote location; electronic assessment of documents, with all relevant information like, customs tariff, customs compliance requirement, notification, DBK rates, DEPB rates, foreign exchange rates etc stored in electronic retrievable form; electronic tracking of documents; e-flow of scrips and other information from DGFT; message exchange with custodian, customs to DGCIES; e-payment of customs duty; risk management based assessment; container scanner initiative, continuous updation and facilitated assessment for the Accredited Client. This has made business processes quite effective, efficient and transparent; service delivery standards have increased significantly and we are in a position to fulfill the commitment made to our Citizens and international community. The automation has also increased accountability of Customs Administration a great deal. As the application of IT has increased service delivery standards with better controls, monitoring and safeguards against arbitrariness, the Customs processes have also now geared up to ensure that the chances of fraud and misuse are minimized. While the initiatives indicated above started initially as a measure of simplification and facilitation for the trade, in the due course of time they have become much more elaborate and sophisticated. That was only to be expected mainly for two reasons. First is the tremendous increase in the volumes of trade involved which occurred with the growth and liberalization of Indian economy. Secondly, simplification and speed can not be the be all and end all as the Department has remained responsible for fair and correct collection of revenue and enforcement of border control measures. In other words the automation initiatives have to ensure that the interests of all stake holders are protected. 
2.2.3
It can thus be appreciated that the impact of automation of business processes in an organization like Customs, which has role pertaining to revenue as well as security, can not be measured in terms of reduction of manpower. As a matter of fact, since the use of IT concentrates the decisions making power at limited number of nodes, the personnel at these nodes have to have higher accountability. For instance, a person in charge of System Administration is not just managing the computer system, he is in a position to play havoc by misusing the privileges or by being lax or by not appreciating the impact of his action or inaction. Overall result of automation is thus reflected in a need for more Officers at senior levels. Further, at middle or junior levels also the requirement of manpower increases significantly on the following counts: 
(i)
Manpower for processes like risk management system;

(ii) 
EDI has made it feasible to have CSI, which requires manpower in large number;

(iii)
Manpower for capturing all information electronically; for analysis of e-data/information;

(iv)
Manpower for post clearance audit;

(v)
Manpower for enhanced taxpayer services; for risk studies and risk management; for updating EDI directories; for updating web-sites; for increased monitoring, say of bond, BG, various export promotion schemes etc;

(vi)
Updating any analysis of National Import and Export Database (NIDB and NEDB).

(vii)
Manifold increase in the volume of work on account of increase in volume of cargo as well as international passengers’ traffic. 
2.2.4
The Study Group kept all these facts in mind while making the projection for man power requirement and cadre re-structuring.
******

Chapter 3
EXISTING POSITION OF MANPOWER IN CUSTOMS COMMISSIONERATES
3.1
In last cadre restructuring, the following norms were fixed for employees in a Customs Commissionerate:

	S. No.
	Group
	No.

	1
	Group ‘A’
	14

	2
	Group ‘ B’
	97

	3
	Group ‘B’ Non-Gazetted
	132

	4
	Group ‘C’
	75

	5
	Group ‘D’
	130

	
	Total
	448


3.2.
The Study Group analyzed the present position in the field formations. The following position emerges:

(i) 
The staff strength in very few Commissionerates
 was as per the model norm, as reflected below:
	Description
	Total No
	No.  where staff strength is less than the Norms Fixed
	No. where staff strength is equal to or more than the Norms fixed
	Average staff strength of exiting comm.

(Sanctioned Strength)
	Average staff strength of exiting comm.

(Working Strength)

	Exclusive import Commissionerates (Sea)
	3
	1
	2
	495
	333

	Exclusive Export Commissionerates (Sea)


	3
	3
	_
	351
	277

	Exclusive Export Commissionerate (Air)
	2
	2
	_
	715 

(Export  +Import)
	415

(Export +Import)

	Exclusive Export Commissionerates (Air)
	2
	2
	_
	
	

	Composite Commissionerates (Sea/Air)
	4
	2
	2
	314
	274

	Preventive Com                                                                 Comissionerates
	11
	4
	7
	747
	431

	General Commissionerates
	1
	_
	1
	1577
	1030

	Exclusive Airport Commissionerate
	1
	-
	1
	792
	559


ii)
The standardized staffing norms prescribed same strength for each type of Customs Commissionerate. However, Customs Commissionerates vary in nature of work and quantum of work as well as geographical dispersion. Different type of Commissionerates have unique needs and requirements based on their geographical locations, volume of business handled, proximity to industrial centers, economic environment / laws in the concerned State etc. All these warrant different approaches to staffing patterns in different Commissionerates and hence the need to have a dynamic HR pattern for the Commissionerates with sufficient room to allow for flexibility to meet the needs. The HR requirements of different Commissionerates should not be static and should have provisions for continuous augmentation or reduction based on increase or decrease in workload. The future expansion plans of the Ports, Custodians, the Central & State policy for encouraging Exim Trade should be taken into account so that our Department is geared up to provide quick and efficient service and handle expanded operations smoothly. A reserve contingent or provision to quickly augment manpower should be made available to meet such eventualities. As an example to the above, the Gateway Ports like JNCH have full fledged Departments like Container Scanning Division (CSD), Transshipment (TP) etc which are not present in other Commissionerates and their work does not reflect in revenue / numbers of documents. But these Departments do require significant numbers of personnel round the clock. Moreover most of the Departments at Gateway Ports have to work or will soon be working round the clock which pushes up manpower requirements substantially.  Gateway Ports also have a number of Container Freight Stations (CFS). JNCH for example has 24 CFS’s and all these CFS require more personnel than the present working strength. Moreover the staffing patterns for ICDs and CFSs are different since part of the functions of the CFS are carried out at the jurisdictional Commissionerate. Thus the Commissionerates which have a large number of CFSs under them will require a much larger number of personnel than other Commissionerates.  This area requires special focus. Hence, manpower requirement would be quite distinct and therefore, appropriately separate norms are required to be fixed for each type of Commissionerate.   Further, there is also a need to have a dynamic HR pattern for the Commissionerates with sufficient room to allow for flexibility to meet the needs, in particular keeping in view the fact that the Customs environment in itself is so dynamic and there has been such a significant change in the work profile of the Department over a period of time which is likely to continue in future also. 

(iii)   It is not only significant to fix a manpower requirement for a model Commissionerate of each type, as mentioned at (ii) above, based on the volume of work but also to identify the needs for creation of Commissionerates based on geographical requirements, as the Commissionerate whose jurisdiction is wide spread may not be able to deliver qualitatively and quantitatively in these times and delivery expectations and delivery commitments are so high both in the area of compliance and trade facilitation. Further, specialized Commissionerate, say that exclusively look after the work relating to export promotion i.e. SEZs, EOUs, STPI etc. would be able to deliver better.  
*******
Chapter 4
THE APPROACH & DELIBERATIONS
4.1

To begin with, the Group deliberated at length upon the approach to be adopted to undertake the study for cadre restructuring. The outlined approach as adopted by the Group is as follows:

(1) Ascertain the existing volume of documents handled/processed by the department i.e. the number of documents handled in import and export. Take into account the factors like RMS, automation initiatives taken by the department to work out the volume which requires department’s intervention/processing on current time basis;

(2)  Volume of work which is not done on current basis, i.e., technical, audit, finalization of provisional assessment, monitoring of bond and BG, legal, vigilance, administration, etc., intelligence and investigation; prosecution and cofeposa; disposal; refund, adjudication, RTI

(3) Future projection of such work; Identify the other areas of work/ including emerging areas which forms an additional responsibility on part customs administration, for example,- 
· Scanning of import, export and transshipment cargo, including 100% scanning envisaged for shipments to USA, requiring a large contingent of additional staff;

· 24x7 operations in customs cargo clearance and identifying operations which need to be put in that category;

· Expansion of courier traffic and express shipments requiring specialized services for faster customs clearance;

· Post clearance audit on site and the structure for that purpose (Centralization of PCA and integration with central excise / service tax audit, including multi location audit in identified cases);

· Border enforcement function like IPR enforcement;

· Intensified checks at border from security angle (specialized scanning to detect explosives, sea patrolling);

· Allowing new Container Freight Stations and ICDs  requiring additional staff on cost recovery basis;

· Digitization of records/records maintenance;

· Handling voluminous RTI  queries; 

· Introducing Airport Passenger Information System

(4) Quantify the average amount of time required for processing of documents; 

(5) Set norms for a model Commissionerate;

(6) Identify the requirement for additional field formations, including the need for new Zones;

(7) Identify the requirement for re-organization of various branches of department or areas requiring further strengthening. For example Audit/compliance verification program branch would certainly require re-organization and strengthening. Further, dispute resolution is one area which would require strengthening. This could be achieved by creating further, i.e. increasing the number of Commissioner (Adjudication) and Commissioner (Appeals).  

(8) Based on such quantified time, and making allowance for other work to be done by the Officers quantified the number of Officers required for work which is done on current time basis;
(9) Training and skill development needs
(10) Quantify manpower requirement for all other work as mentioned at (2) above.

(11)  Identify any other factor that has direct or indirect impact on manpower requirement, like automation of business processes etc. 

(12)  Take into account the HR requirement, like career progression and career planning etc.

(13)  Quantify the total requirement of manpower for various cadres.

4.2.
 DELIBERATIONS  

4.2.1    To begin with the Study Group circulated a Questionnaire to each of the field formations (upto Commissionerates) dealing with Customs related work seeking information on the quantum of workload and Staff strength in respective Commissionerates. The Study Group met a number of times and also held extensive discussions and deliberation with other colleagues in department, including Officer bearers of various associations. These deliberations summarized below. 

4.2.2  A number of meetings were wherein detailed discussions were held with the filed formations at Chennai, Delhi, Mumbai, Bangalore, Kolkata, Hyderabad and Ahmedabad, Officers working at various levels, including administration branch, associations, Commissioner (HRD), Commissioner (Appeal) and  DG (System) regarding deployment, optimum utilization and requirements of Staff at Air Cargo Complexes, Airports, Preventive and Appraising Commissionerates. Further, matter was deliberated with preventive Commissionerates at Mumbai, Delhi, Amritsar, Jodhpur, Kolkata, Patna, Lucknow and specific inputs were sought from them.  
The issues that were deliberated with the field formations are as follows:

· The trends in the growth of total number of export/ import documents, revenue collections in the country in the last five years were also analyzed and projections for the next five years were discussed. 

· Possible centralization of assessments leading to reorientation of field formations and staffing pattern

· Staffing policy and merger of cadres at Group ‘B’, ‘C’ levels. 

· Clarifications on some of these issues were sought from DOPM. 
· The norms like Revenue / Number of documents etc and staffing pattern for a Model Customs Commissionerate.  

· The staffing pattern for a model Commissionerates (Exclusive Import, Exclusive Export, Composite Commissionerate, General Commissionerate, Preventive and Airport).
· The impact of changing customs environment, including automation, on manpower requirement.

· Section wise work for Custom Commissionerate; the requirement for Officers in each section; the average time required to process a document, the time required for non-current work; the requirement of staff for assessment; examination in docks; investigation; container scanning; COFEPOSA, Prosecution, Appraising main , administration; EDI; refund cell, sampling cell; bond section, unaccompanied baggage, legal cell, cash section, CFS gates; verification of scrip issued under FTP; their registration; verification of export obligation and discharging of bond and BG; SIIB; factory stuffing cell; legal; items like COFEPOSA, Prosecution etc., administration; various office assignments. In etc. 

· The staffing and other needs for an Airport Commissionerate. At Airport the main emphasis is on security and anti smuggling. In this context following points were highlighted:
 (i)   Need for more dog handlers;

(iii) Augmentation of staff on account of expansion of the airport and the baggage hall;

(iv) Strengthening of the Departure side of passengers considering the increasing risk of export of drugs/narcotics from the country; smuggling of Indian Currency/foreign currency. 

 (vi)  In view of the proposed quadrupling of capacity of the Airports and the consequent manifold increase in the traffic (expected to be around 4 crores) need for security strengthening measures such as exchange of data by immigration authorities, speedier receipt of flight manifests for proper profiling 
· Need for strengthening and restructuring of,-
(i)     audit and compliance verification organization; 

(ii)    dispute resolution system . 

4.2.3   Port wise as well as All India data for the past years was obtained from ADG/Systems and future projections based on the same was worked out. Details of the total import/export documents in the last five years and projections for the next five years are as per Annexure B.  
******
Chapter 5
HUMAN RESOURCE CONCERNS
5.1
The Study Team held discussions with the representatives of each of the Associations / Federations on 11.02.2009 at NCH, Mumbai and on 16.02.2009 at Custom House, Chennai.  The issues raised by the Federations and the comments thereon are placed at Annexure C. These points/ concerns are summarized below: 

(i)
Prospects for career progression: The promotional prospects are not uniform in different cadres. The ratios of the staff strength in various grades to that of their feeder grades varies from 0.5 to more than 10 which is detailed below:

	Ratio of Sanction Strength of each cadre/post to the feeder posts

	 
	Customs
	Total (Customs, Excise & Service Tax)

	CCC : CC
	1 : 4.5
	1 : 6.28

	CC : ADC/JC
	1 : 3.51
	1 : 2.01

	ADC/JC : DC/AC
	1 : 2.99
	1 : 2.55

	DC/AC : Supdt/AO
	1 : 8.64
	1 : 9.17

	Supdt./AO : Insp./EO/ PO
	1 : 1.34
	1 : 1.45

	Insp./EO/PO : STA/TA
	1 : 0.5
	1 : 0.6


Some of the suggestions which could be looked into in order to remove the stagnation in some of the cadres are as discussed below:

· The Direct/ Promote quota for recruitment in some of the posts could be altered which would solve the problem in the longer run: For instance in the post of AC’s- the Direct/ Promote quota of 1:1 could be altered to 1:2. This is all the more desirable in view of the fact that in the next few years, there would be a huge demand for AC/DC posts (in view of requirements in Service tax, SEZs) with very little increase in posts at higher levels. In the long run, this will be prove to be a two pronged approach as this will address the stagnation concerns, at both Group ‘A’ and Group ‘B’ level. Similar changes could be made in the quota ratio at the Inspector level, 2:1 to 1:1.  As such the minimum educational requirement for both the posts viz TA as well as Inspector (PO/EO) is now graduation. Further as a one time measure, the vacancies arising at the level of AC/DC could be filled by way of promotions, granting one time relaxation, as was done in the last Cadre Restructuring. 

(ii)
Anomaly in the promotion criteria of similar cadres: Another suggestion by the Preventive Federation is that the minimum time period for promotion from PO to Superintendent (Eight Years) and EO to Appraiser (three years) be brought on par. The suggestion appears to be fair. There appears to be an anomaly in the eligibility criteria for the two cadres.  The criteria for both should be changed to uniform level say 8 or 5 or 3 years. It is felt that the time frame of promotion from the grade of PO to Superintendent be brought down. 
(iii)
Merger of Appraiser and Preventive Cadres: The merger has been suggested by the Preventive Federation and opposed by the Appraising Federation. 

(iv)
Appointments on Compassionate Grounds: As long as the posts exist, and the dependents of the deceased Officer are otherwise qualified, the posts could be filled immediately. It is observed that there is a long pending list of such cases. These posts may be filled on humanity grounds in this Cadre Restructuring by way of increasing the quota as a one time measure. 

(v)
Parity with sepoys in the Central Police Organization and creation of posts in the Grade of Assistant Sub Inspector and Sub Inspector:  As per the Central Civil Services Revised Pay Rules 2008, initially all Group D employees should be placed in the -1S Pay Band with the appropriate Grade Pay. Thereafter those Group D employees who already possess the minimum revised qualifications would be placed in the Pay Band that was applicable to Group C. Those existing Group D employees who did not possess the minimum qualifications prescribed would be trained and after re-training would be placed in the Pay Band that is applicable to Group C. Any change in their cadre needs to be taken in the light of these developments.  Therefore it is felt that the erstwhile Group D staff (now rechristened as Group C) needs to be deployed in a proper manner entrusted with, multi-skilled tasks.  Some of the tasks which need to be included in their duties could be receipt and dispatch of letters and files, communication work like attending phone calls, sending fax, basic computer operations etc. 

(vi)
Qualifying service of TA for eligibility to the post of Inspector: It may be reduced from the present 10 years to 5 years. It is argued that this suggestions merits consideration as the mode of selection and educational qualification for both Inspector and TA are same. The post of TA is filled almost entirely by direct recruitment through All India level exams conducted by the Staff Selection Commission. The minimum prescribed qualification for recruitment as a TA is Graduation with knowledge of Computers.  Further the qualifying service required for promotion to the post of STA from TA is only three years and that from the post of STA to Inspector is only two years. 
(vii)
The post of STA & DOS should be merged with Inspector: As per Section I of Part B of the Central Civil Services Revised Pay Rules 2008 “On account of merger of pre-revised pay scales of Rs. 5000-8000, Rs. 5500-9000 and Rs. 6500-10500, some posts which presently constitute feeder and promotion grades will come to lie in an identical grade.  Therefore, the posts in these three scales should be merged.  In case it is not feasible to merge the posts in these pay scales on functional considerations, the posts in the scale of Rs. 5000-8000 and Rs. 5500-9000 should be merged, with the post in the scale of Rs. 6500-10500 being upgraded to the next higher grade in pay band PB-2.” As per the new pay rules, the posts of STA, DOS, ACAO, PO and EO have been brought on par with the same salary structure. As per the recommendation of the Revised Pay Rules, 2008, it is argued that the post of STA & DOS should be merged and the ACAO / PO / EO should be upgraded to the next higher scale (Rs 9300-34800, Grade Pay Rs 4600) or all the five posts of STA / DOS / ACAO / PO / EO should be merged into a single cadre. 
(viii)
Communications Officers Association: The representatives of the Mumbai Customs Gr. ‘C’ Communications Officers Association represented that they may be absorbed into the main stream executive cadres like PO/EO. SIU has already recommended for their merger into other cadre. 

(ix)
Creation of a separate Cadre Controlling Authority at Delhi:  It was represented that the issue of cadre control should be revamped and the whole of India should be divided into a few zones like East / West / Central etc. At present there are only three purely Customs cadre controlling zones in India at Mumbai, Kolkata & Chennai. Delhi Customs with various Commissionerates like CC (Prev), CC (ACC-Export),CC (ACC-Import & Gen), CC(ICDs) and huge revenues in excess of Rs 10,000 crores does not have a Customs cadre control, rather it is controlled by Central Excise. Staff of some cadres is even being provided by Mumbai Customs.  There is therefore a need for a separate Cadre Controlling Authority be established at Delhi.
5.2
Majority of concerns raised by various cadres were relating to opportunity for career progression. As stated earlier, the Study Group felt that cadre restructuring exercise may not be a tool for fulfilling the career progression aspiration of various Staff and Officers. Therefore, Group did not go into any significant details on this aspect and it was felt that these issues should be appropriately looked into by the Directorate of HRD as the solution to most of these issues may lie in altering the recruitment and promotion ratio at various levels. For example changing the ratio of Direct v/s Promotee Officers at Group
’ A’ entry level from present 1:1 to 1:2 drastically change the scenario of career progression of officers at all level. However the Group felt that a minimum career progression is a must to keep the motivation of an Officer alive throughout his career. In this regard Group felt that career progression on following lines would go a long way in fulfilling the aspiration of personnel in the Customs administration:

Career Progression- Nos. in years

	Grade
	STA
	PO/

EO
	Supdtt/

AO
	AC
	DC
	JC
	ADC

	TA
	5
	10
	20
	30
	34
	-
	-

	PO/EO
	-
	-
	10
	20
	24
	29
	34


Accordingly the ratio of officers by recruitment: by promotion upto the level of Group ‘A’ should be fixed in such a way that the career progression on the above lines could be assure. 
Chapter 6


STAFFING NORMS FOR MODEL COMMISSIONERATES
6.1
The Group deliberated upon the issue of staff norms for a model Commissionerate in great detail with officers working at various levels in the field formations across the country. Initially data/information as regard work load, pendency of cases for adjudication, Appeals, Bonds/BG etc. was obtained in the form of a Questionnaire circulated to each of the field formations in Customs. The replies were received from most of the field formations. However, some of the filed formations did not reply. 
6.2
The Group took note of the previous report made by the Staff Inspection Unit (SIU) as regards time study, i.e. average time taken for processing of documents; the work load in a customs field formation and requirement of staff etc. The Group deliberated with officers of each section, to ascertain the work load, the processing time taken on an average basis, the time taken for attending to current and non current work separately; the impact of changes happening in the Customs working environment, i.e., RMS, PCA, Container Scanner Initiative; X ray scanning at air cargo and airports; expansion of airports; certain operations becoming 24X7, automation of business processes; rationalization of duty rates etc. Based on these deliberations and quantum of assessment of work [based on information provided by RMD/ DG _System and field formations] staff strength of model Commissionerates has been worked out for each of the following type of Commissionerate, namely,-

(i)
Exclusive Import Commissionerate (Sea);

(ii)
Exclusive Export Commissionerate (Sea);

(iii)
Exclusive Import Commissionerate (Air);

(iv)
Exclusive Import Commissionerate (Air)

(v)
Exclusive Airport Commissionerate (with Courier terminal)

(vi)
Composite Commissionerate (Sea/Air);

(vii)
General Commissionerate;
(viii)
Preventive Commissionerate.
6.3
   GENERAL ASSUMPTIONS:

6.3.1
     A.
Export/Import and Composite Commissionerate-Sea

· Documents: The minimum number of Bills of Entry or Shipping Bills that warrant setting up of a Exclusive Import or Exclusive Export Commissionerate (SEA/AIR) have been stipulated in the Model Structure. The minimum number of Bills of Entry which warrant establishing an Exclusive Import Commissionerate (Sea) is 1,25,000 and minimum Shipping Bills which warrant setting up of an Exclusive Export Commissionerate is 3,00,000. Based on the same and the following assumptions the cadre wise breakup has been formulated.
· RMS Facilitated documents: The percentage of RMS facilitation has been taken on an average to be 50% for all Commissionerates though the same is observed to be higher for air Commissionerates. In other words 50% documents would not be sent to the Assessing AO for appraisement but the same require Seal and Container number /marks and number check at the examination stage. Further CCR compliance at this level also necessitates increased strength of staff.
· Time for current work: The working hours taken for computation are 52 (weeks)*6 days (for air) or 5 days (for sea)*8 hrs. This would work out to 2496/2080 hours. Taking into account loss of man hours on account of absence/leave, holidays and fatigue the staff required at every Section has been worked out.
· Time for non current work: Every Officer has to attend to mammoth quantity of non-current work like filing appeals or preparing grounds of Appeal, compilation of Monthly technical reports, monitoring of PD Bonds/BGs etc. Fixed numbers of man hours are required to be devoted to them on a daily basis. It has been decided that a minimum 3 hours daily be allocated to such work.
· Time for assessment of documents: The average time taken for assessment of documents has been taken at   about 6 minutes. Similarly the time taken at various grades has been based on the SIU study on Staff requirements for ICDs/CFSs. Taking into account other related activities such as interaction with representatives of trade for queries raised and verification of documents, detailed examination of consignments such as that of consumer goods etc it was found that an Assessing Officer could assess 25/30 bills a day without compromising on quality. Similarly an examiner could examine about 40 “just container number check”/no physical examination” bills of entry a day. Similarly on the export side of things examination of 40 shipping bills and their out of charge by the examining officer was considered to be optimum.. As far as PCA was concerned it was found that the optimum number of Bills of entry that an Officer could satisfactorily audit is around 40 as he also has to deal with formalities such as issuance of Conciliatory Letter, Advisory etc.. The AC/DC in charge of PCA could audit a slightly higher number of documents as the same have already passed scrutiny at the primary audit level. Based on the said SIU norms staff required at various levels and departments from ADC/JC to Sepoys has been worked out. However it may be borne in mind that every Commissionerate has its own unique requirements depending upon the geographical dispersion, sensitivity to security risks (Preventive Commissionerates) on account of a long coastline or Borderline or susceptibility to narcotic or contraband or FICN smuggling. Keeping these factors in mind is absolutely necessary and may necessitate additional staff strength at a particular cadre.
· Container scanning requirement: Given the security and smuggling risks involved in the present scenario of our trade it has become absolute mandatory to have container scanning facility at every Customs Port especially in respect of Scrap, hazardous waste and consignments from certain countries such as Pakistan, Korea RP, etc As such Customs Ports should have a separate Scanning Division which operates in 2 batches. The Officers posted there should have necessary training in reading and interpretation of scanning reports. This is also true in respect of X-ray machines installed or proposed to be installed at International Airports. Commissioner (Airport) Sahar during the meeting held made specific mention of installation and development of expertise in this context. In fact as per the latest guidelines USA is soon to make it mandatory for all shipments to and from that country to undergo scanning. So Staff has to be allotted to handle this specialized and necessary function. 
· Operations at CFSs: Each of the twelve Major Ports and some of the minor ports act as Gateway ports for a number of CFSs which in most cases are privately owned. Necessary arrangements for deployment of staff for examination, gate duty, sample collection, monitoring performance of the CFSs etc have to be made. The facilities provided by these CFSs go a long way in smoothening operations and thus facilitating Trade. So an increased number of CFSs at a particular Gate Way Port would require additional staff deployment vis-à-vis a port which may have the same number of tonnage but lesser or no CFSs attached. The geographical locations of the CFSs, i.e. distance from the load Port would also entail a higher staffing requirement.
B.
Export/Import Commissionerate, Composite Commissionerate-Air Cargo:

· The minimum number of Bills of Entry/ Shipping Bills warranting the setting up of a separate Exclusive Import/Export Commissionerate has already been outlined above. In either of the scenario it is presumed to be a full-fledged Commissionerate handling all its functions such as Salary (Pay and Accounts), App (M)(transfers and postings), Vigilance, Prosecution, Disposal etc. However the Gate Officers (Preventive Officers/Central Excise Inspectors) and Sepoys posted could be from either one of the Commissionerates. 
· In the case of a Composite Commissionerate the volume of documentation being low some of the functions such as Vigilance/prosecution, SIIB, PAO, Disposal, App (M) could be centralized.
C. 
Airport Commissionerate: 
· This model presumes that the Airport Commissioner also handles Courier Cell and FPO. While formulating a staff structure for this type of Commissionerate sensitivity of the Airport to smuggling of currency, drugs as also availability of X-ray machines which screen all baggage, mails, the number of Terminals and the number of Belts in a Terminal have been taken into consideration. So a single Terminal having 4 belts would require 4 batches of 16 Superintendents and 20 Preventive Officers/Central Excise Inspectors with additional staff being posted for Intelligence Operations (AIU). However for Airports, with increased risk perceived or increased flow of in bound and out bound flights, the staff strength needs to be augmented further.
D.       General Commissionerate: 
· The General Commissionerate has only been envisaged where there is a lot of historical baggage of cases such as the Mumbai Zone-I Custom House or where there are a number of Commissionerates at a single Port/Station which necessitates a singular Commissionerate to handle general Administrative functions such as cadre control, maintaining of service book, A C R Folders Inter Commissionerate transfers within the Zone/Customs Station, DPCs etc.  The three Ports found to warrant such a Commissionerate are Chennai, Nhava Sheva and Bangalore in addition to the existing Commissionerate General at Mumbai. 

E.         Preventive Commissionerate:

· Preventive Commissionerates deal with the different kind of geographical borders and anti-smuggling activities in different parts of the country. For example the profiles of Preventive Commissionerate at Patna and Lucknow are quite different from the profiles of Preventive Commissionerate in Jodhpur.  Same would be true for Amritsar, Kolkata, Jamnagar or the Mumbai Preventive set up. The set up of all Preventive Commissionerates comprises of mix of staff from Central Excise and Customs in the grade of both Grade ‘B’ gazetted and non-gazetted. The staff requirement for each of the Preventive Commissionerate would depend upon the length of the Coastline and Borderline, the sensitivity of the borders with regard to infiltration (though post 26/11 the Navy has been designated Supreme); the risk of smuggling contraband from remote areas of the coastline would decide the strength of the staff. Additional specialized staff requirements such as Engineers, Communications Superintendents, and Skippers to man the coastal/patrolling vessel may be warranted in case of Preventive Commissionerate manning sea borders. The Study Group has not suggested any standardized norm for Preventive Commissionerate. The Group has adopted the Present sanctioned strength of these Commissionerate for projection of manpower requirement, wherever no suggestion has been received from the concerned Commissionerates. However, wherever the concerned Commissionerates have recommended for further augmentation or re-structuring, the Group has deliberated upon such proposal and if, sufficient reasoning is available for such augmentation, the same has been incorporated in the Report. 
9.4
The required staff strength for each of these types of Commissionerates, with details of section wise requirements for each cadre is at Annexure D. This required staff strength does not take into account the aspect of outsourcing as was recommended by the Staff Inspection Unit. However, if the outsourcing is considered there would be significant reduction in manpower requirement at Group C and D level.
9.5      The standard manpower norm so worked out for each of these types Commissionerates is indicated below:

TABLE

	Designations
	Exclusive

Import Comm Sea
	Exclusive Export Comm Sea
	Exclusive

Import

Comm 

Air
	Exclusive

Export

Comm

Air
	Airport

Comm
	Composite Comm

Sea/Air***
	General Comm

****

	Commissioner
	1
	1
	1
	1
	1
	1
	1

	Addl/JC
	5
	5
	5
	5
	3
	5
	3

	DC/AC
	20
	20
	18
	18
	12
	20
	6

	Appraiser
	55
	35
	55
	35
	12
	35
	9

	Superintendent
	60
	80
	50
	70
	118
	50
	38

	EO
	40
	25
	40
	30
	10
	40
	8

	PO
	85
	130**
	93
	105
	154
	50
	50

	CAO
	2
	2
	2
	2
	2
	2
	2

	AO
	2
	2
	2
	2
	0
	2
	2

	Steno
	10
	10
	10
	10
	5
	10
	8

	STA/TA
	80
	70
	80
	70
	15
	47
	24

	DOS
	4
	4
	4
	4
	2
	4
	2

	Driver
	15* 
	15* 
	15*
	15*
	10*
	18*
	8*

	Sepoy
	90*
	90*
	90*
	90*
	90*
	90*
	50*

	Total
	472
	492**
	470
	462
	434
	385
	211


* Any additional man power requirement in the grade of driver/sepoy should be met through outsourcing in terms of SIU recommendation
** Gate duty, at CFS gates is taken into account under Export Commissionerate. This would be a common function 

** *Normally Composite Commissionerate are smaller in size than the exclusive Import and Export Commissionerates.

**** This is excluding the staff that may be at the disposal of Commissioner (General) only for the purpose of cadre controlling e.g. Supts, Preventive Officers, EOs, and TAs/STAs

Chapter 7

RECOMMENDATIONS FOR NEW CUSTOMS COMMISSIONERATES, CUSTOMS ZONES, STRENGTHENING OF EXISTING COMMISSIONERATES AND CREATION OF POSTS OF PRINCIPAL CHIEF COMMISSION
7.1
Need For New Commissionerates: As already stated above, the volume of work load for customs has increased tremendously in the last decade. In certain locations, this work is hitherto handled by the Central Excise formation. However, in view of the increased work load, the Study Group felt that these locations require to be manned by full fledged Customs formations. Further, the volume of work in the existing Customs locations, like Nava Sheva, Chennai, Bangalore, Ahmedabad and Delhi has in the past few years multiplied several folds. Further, new challenges before Customs and the new initiatives that have been taken, as discussed in details in Chapter 1, have also necessitated creation of additional field formations at the locations where Customs work load has increased. 

The projected pictures for Gateway Ports in the next 15 years reflects the following
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Further we need to redefine our Customs (Preventive) formation in view of heightened security concern and the higher perceived concern relating to smuggling of narcotics, fake currency counterfeits and CITES item. In this context, the Study Group is of the view that Customs should necessarily have adequate presence across the entire Coast line. In this context, it was felt that a long coast line in the East, along the State of Andhra Pradesh and Orissa has not been adequately manned by the Customs. To man this coast line, there is a need for creation of a separate preventive Commissionerate. Further the existing Preventive formations are required to be strengthened. In this regard, the Study Group invited recommendation from Preventive Commissionerates at Jodhpur, Amritsar, Lucknow, Patna, Mumbai, Tuticorin, Cochin, Jamnagar and Kolkata as regards need for re-structuring and strengthening of existing formation. These recommendations have been studied by the Group for making Recommendations for creation of new Customs (Preventive Commissionerates) and for strengthening the existing preventive Commissionerates.

7.2 
Recommendation For New Commissionerates: The Study Group has worked out norms for creation of exclusive import/export and airport commissionerate, based on extensive discussion/deliberation and studies carried out in past by the SIUs.  Based on the increasing volume of documents processed/the tonnage handled, and also keeping in view the geographical requirements, creation of following new Customs Commissionerates is recommended.
Recommendations for new Customs Commissionerates 
(I)        Hyderabad-A new Composite Customs Commissionerate 

Jurisdiction – Shamshabad International Airport; ICD, CFS, Customs House in Hyderabad and Rangareddy District

Justification for creating this Commissionerate: 

A. The Work Load at:


(i) Hyderabad ACC is
	Year
	Revenue

(in Crs)
	No of Bs/E
	No. of S/Bs

	2005-06
	273
	38942
	37798

	2006-07
	550
	47027
	42635

	2007-08
	490
	51996
	52187

	2008-09


	447
	48821
	NA


(ii) Hyderabad ICD is
	Year
	Revenue

(in Crs)
	No of Bs/E
	No. of S/Bs

	2005-06
	104
	5839
	22297

	2006-07
	290
	7618
	24732

	2007-08
	385
	9146
	28750

	2008-09


	421
	NA
	NA


(iii) Shamshadabad International Airport:


The workload for 2007-08 was: 

	No. of Terminals
	1

	No of incoming passengers
	8 lakhs

	No of outgoing passengers
	6.3 lakhs

	Number of flights per annum
	5000


B.  Chief Commissioner’s recommendation:
A separate Custom House / Customs Commissionerate in Hyderabad Zone has 
been proposed by the Chief Commissioner of Customs, Hyderabad Zone vide 
letter No. C.No. I/22/19/2007-Admn. CC (HZ) dated 19.12.2008. 
(II)
Customs Preventive Commissionerate, Hyderabad- Having Head Quarters at Kakinada:


Jurisdiction: Kakinada Custom House and entire Andhra Pradesh Coast

Justification for creating this Commissionerate:

Kakinada port does not cater to containerized cargo and is basically a bulk cargo port. Therefore, numbers of Import / Export documents are less.

 (A) The workload at Kakinada Custom House is as below
	Year
	Revenue

(in Crs)
	No of Bs/E
	No. of S/Bs

	2005-06
	733.07
	1866
	1166

	2006-07
	823.41
	2293
	1766

	2007-08
	587
	2479
	2508

	2008-09


	507
	-
	-


(B) Preventive Formation: The preventive set up of Department needs to have presence on the entire coastline. However, as of now, on the eastern coast, the preventive formation does not have adequate presence along the Andhra Coast.

(C)  Chief Commissioner’s recommendation:
A separate Custom House / Customs Commissionerate in Hyderabad Zone has 
been proposed by the Chief Commissioner of Customs, Hyderabad Zone vide 
letter No. C.No. I/22/19/2007-Admn. CC (HZ) dated 19.12.2008. 

(III)  Chennai (Air)-Bifurcation of existing Commissionerate 

Justification:

(A)(i)Workload at ACC, Chennai 

	Year
	Revenue

(in Crs)
	No of Bs/E

(in lakhs)
	No. of S/Bs
	Total Tonnage

(in lakh Mts)

	2006-07
	2566.83
	1.98
	2.39
	47.31(I)+.85(X)

	2007-08
	3026.43
	2.58
	2.49
	48(I)+.86(X)

	2008-09


	2577.24
	2.28
	1.59
	23.62(I)+.54 X)


(ii) Workload at Chennai Airport: 

	
	2006-07

(in lakhs)
	2007-08

(in lakhs)
	2008-09

(up to Nov 08)



	No of incoming passengers
	12.93
	16.77
	11.73

	No of outgoing passengers
	13.73
	17.79
	12.58

	Number of flights
	20870
	25417
	18108

	No of Terminals   
	1+1
	1+1
	1+1

	No of Courier documents
	19723
	53465
	58909

	Revenue from Courier (Crore)
	15.07
	28.48 
	31.89 


 Proposal:  The present Air cargo Commissionerate may be bifurcated on following lines:

· Air Cargo (Imports)- For handling import cargo, U.B. Bonds
· Air Cargo (Exports)- For handling export, International Airport and Courier Terminal, FPO and Administration
 (IV) Chennai (Sea) - Existing two Commissionerate be split into three Commissionerate. 

Justification:

(A) Workload at Chennai Customs House
	Year
	Revenue

(in Crores)
	No of Bs/E

(in lakhs)
	No. of S/Bs

	2005-06
	7982
	2.09
	2.83

	2006-07
	10940
	2.37
	3.60

	2007-08
	13627
	2.78
	3.59

	2008-09


	13665
	2.75
	NA


The Chennai Port handles both bulk as well as containerized cargo. The third terminal with a capacity of 1.5 million TEUs is coming up this year which will enhance the capacity to 3 million TEUs. It manages 24 CFSs. Based on the above workload, it is proposed to split exiting two Commissionerates, i.e., Import and Export Commissionerate into three Commissionerates. Two Commissionerates for handling Imports, including Group VII. One Commissionerate would look after exclusively exports.

(V)     Chennai- Creation of a new Commissionerate (General) - with proposed changes there will be five Commissionerate in Chennai. This would warrant creation of one Commissioner (G) having cadre control over all staff of all the Chennai Commissionerates. This Commissionerate should also look into the Policy section (i.e. CHA regulation), CFS management, CFSs in city, adjudication of DRI cases and docks preventive.
(VI)  JNCH, Nhava Sheva- Bifurcate existing import Commissionerate 

(VII) JNCH, Nhava Sheva- Bifurcate existing export Commissionerate
(VIII) JNCH, Nhava Sheva- Creation of a new Commissionerate (General):  This Commissionerate would look after administration, CSD, R & I, disposal, preventive, CFS management, PG, Post Clearance Audit and Centralized refund etc. Further, once the new Airport comes into existence, this airport, in the initial years could look after the Airport and Air Cargo at new Airport.

(A) Workload at JNCH (I)

	Year
	Revenue

(in Crs)
	No of Bs/E

(in lakhs)
	No. of S/Bs

(In lakh)

	2005-06
	11607
	2.97
	8.19

	2006-07
	15922
	3.65
	9.43

	2007-08
	20547
	4.59
	10.35

	2008-09


	21014 (Net)
	4.66
	10.40


(B)  Justification for (VI) to (VIII)

Work Load: There has been an exponential increase in the workload in exports as well as imports at JNCH. It handles more than 60% of the all India container traffic. The focus of JNPT being on containerized cargo the range of goods being imported /exported at JNCH is also very vast requiring large complement of staff. 25% of the all India Customs revenue collection comes from JNCH. This formidable task is being achieved year after year with a staff that comprises less than 1.5% of the all India Customs staff strength. This affects the quality of work at all levels. There are 24 CFS’s, and some of them are very large. JNCH handles more than 10 lakh Shipping Bills, 5 lakh Bills of Entry, garners revenue of Rs 20,000 crores and duty foregone under EP Schemes is in excess of Rs 10,000 crores. Besides the FOB value of exports at JNCH exceeds Rs 1 lakh crore. It is also observed that in the proposal for last Cadre Restructuring, two Commissionerates for export were proposed, when no of S/Bs handled were 210000. Now the total no of S/Bs have increased to more than 10 lacs.   The future projections are that the capacity of the Port will increase, after the operationalisation of the fourth container terminal, from 4.1 million TEUs to 8.5 million TEUs by 2013.  The total no. of CFSs is 24 whereas 11 more awaiting approvals. Further the New airport (proposed) at Panvel with a capacity to handle 55 million passengers annually, may not come in the next 5 years because of global economic slowdown and approval hurdles( No concrete progress yet). 

(IX) and (X) Bangalore:  Split the existing Commissionerate into three Commissionerates-(I) Exclusive Import Commissionerate (Air cargo); (II) Export Commissionerate dealing with Air Cargo Exports, International Airport, Courier, Admn, FPO; (III) ICD and the existing Customs Division
Justification:

(A) Workload at ACC, Bangalore 

	Year
	Revenue

(in Crs)
	No of Bs/E

(in lakhs)
	No. of S/Bs

(in lakhs)

	2005-06
	1394
	2.40
	1.77

	2006-07
	2006
	2.73
	1.99

	2007-08
	2246
	3.11
	2.24


 (B) Bangalore Airport:  
	
	2005-06
	2006-07

(up to Dec 06)

	No of incoming passengers
	4.79
	4.91

	No of outgoing passengers
	4.54
	4.69


(C) Workload at ICD, Bangalore 

	Year
	Revenue

(in Crs)
	No of Bs/E


	No. of S/Bs

	2005-06
	471.21
	19344
	58626

	2006-07
	702.64
	23496
	58852

	2007-08
	769.83
	31482
	59985


 (D)  Work Load at Customs Division-Bangalore –This unit handles the work relating to EOUs under the jurisdiction of Bangalore Customs.  

Recommendation:

· ACC and Airport, Bangalore may be split into two Commissionerate (I) ACC(Import);  (ii) ACC(Export+Airport)

· A separate Commissionerate with jurisdiction of ICD, Bangalore along with Bangalore Customs Division

(XI)
Delhi – A separate Airport Commissionerate- Presently, International Airport at Delhi is managed by the Air Cargo (Import and General) Commissionerate. However, over a period of time the volume of passengers, flight and courier volume has increased significantly at Delhi International Airport.  

Justification: 
(A) Air Cargo: 

	Year
	Revenue

(in Crores)
	No of Bs/E

(in lakh)
	No. of S/Bs

(in Lakh)

	2005-06
	3654
	2.90
	5.44

	2006-07
	4977
	3.14
	5.28

	2007-08
	5560
	3.65
	5.36


(B) Airport:

	
	2005-06
	2006-07

(up to Dec 06)

	No of incoming passengers
	4.79
	4.91

	No of outgoing passengers
	4.54
	4.69


 The significant increase in the volume of work in the Air Cargo Complex, International Airport and Courier Terminal, is proposed to create an exclusive Airport Commissionerate in Delhi. The proposed Commissionerate will look after the work relating to Airport, Courier terminal, FPO, Bonds and General Work.
(XII)       Bifurcation of existing Ahmedabad Customs Commissionerate:


(A)
Workload for Ahmedabad ICD :

	Year
	Revenue

(in Crs)
	No of Bs/E
	No. of S/Bs

	2005-06
	169.20
	7674
	49333

	2006-07
	244.44
	10217
	52172

	2007-08
	329.37
	13028
	53919

	2008-09


	268
	11127
	NA


(B)
Workload Ahmedabad ACC: 
	Year
	Revenue

(in Crs)
	No of Bs/E
	No. of S/Bs

	2005-06
	329.66
	14362
	19707

	2006-07
	327.46
	15953
	25035

	2007-08
	362.18
	18278
	30116

	2008-09


	393
	15084
	NA


Justification: Ahmedabad Customs Commissionerate has three Customs Divisions at Ahmedabad, Surat, and Valsad, one Air Cargo Complex at Ahmedabad, an International Airport at Ahmedabad. Besides, there are Five Inland Container Depots (ICD) at Sabarmati in Ahmedabad, Surat , Valvada, Vadodara and Ankleshwar. It also has one Foreign Post Office (FPO) at Ahmedabad. There is a Container Freight Station at Adalaj, Ahmedabad.  Further, Ahmedabad Customs Commissionerate has preventive set up in the form of various units such as Shore Guard (S.G.) parties, Road Checking Parties (RCP), etc., at strategic locations.    The officers deployed at Shore guards are involved in Coastal patrolling. The area covers the entire coastal belt falling in its jurisdiction. 

In view the work load it is proposed to split the existing Customs Commissionerate into two Commissionerates, on the following line:

(A) Ahmedabad Customs Commissionerate (Ahmedabad)
Proposed jurisdiction 

· ICD Sabarmati, Ahmedabad

· CFs Adalaj, Ahmedabad

· ACC, Ahmedabad

· SVBP International Airport, Ahmedabad

· FPO Ahmedabad

· Paldi Customs Division

(B) Second Commissionerate (proposed headquarter at Surat)
Proposed Jurisdiction
· ICD Dashrath, Vadodara

· ICD Valvada, Vapi

·  ICD Sachin, Surat

· ICD Ankleshwar

· Surat Customs Division

· Surat Hira Bourse

· Valsad Customs Division 
(XIII)     Mundra:  A new Composite Custom Commissionerate  


Justification:  


(A)
Workload at Mundra, which has 8 CFSs, is as under

	Year
	Revenue

(in Crs)
	No of Bs/E
	No. of S/Bs

	2005-06
	1026
	6891
	43167

	2006-07
	1270
	8888
	62088

	2007-08
	2431
	10074
	77293

	2008-09

 (EDI figs only)
	3168
	11345
	NA


(B)
Future Projections:

The workload at Mundra along with the huge future plans of the Mundra Port wherein the capacity is slated to increase manifold warrant a separate Commissionerate. Mundra port has four multipurpose berths that handle all types of dry and liquid bulk cargo. In addition, there are 2 container berths at the Mundra International Container Terminal (MICT), which are capable for handling container cargo with a capacity of 1.2 million TEUs per annum. The port, presently, handles 800000 TEUs per annum. The port handles 35 million MT cargo per annum and plans to enhance the capacity to 100 million MT by 2013. The exports are, at present, much more than imports.  Mundra Port comes under the jurisdiction of Kandla Commissionerate. Kandla Commissionerate has revenue of more than Rs. 7500 crore. Mundra Port, at present, handles more of bulk cargo and therefore, revenue is high though Bills of Entries are not that high. However, the container handling capacity is also being enhanced at the Port. Mundra Port has in recent times shown above average volume growth- in fact the highest in the country. 

(C)  Figure for Kandla Customs (Excluding Mundra)

Revenue                                  =  Rs. 5193.56 crore

Total Bills of Entry                = 48637

Total Shipping Bills              =  61221

No of CFS                                = 7 (Excluding 8 CFSs of Mundra)

(D) Chief Commissioner’s Recommendation: The Chief Commissioner of Customs, Gujarat Zone, Ahmedabad had vide letter F.No. II/32-01/ESTT/2007 dated 24.09.2007 proposed to DOPM creation of new Customs Commissionerate at Mundra. 

(XIV) Customs Preventive Commissionerate in Siliguri: The jurisdiction of Kolkata (Customs) includes the States of West Bengal, Sikkim, Union Territory of Andaman and Nicobar Islands and concurrent jurisdiction with CC (P), Patna in the districts of Purnea, Katihar, Godda and Sahabganj in the state of Bihar. It covers 18 LCSs and 55 Preventive Units which span 2216 Kms of Indo-Bangla Border (includes 350 kms of riverine route), 170 Kms of Indo-Nepal, 220 kms of Indo-China border and 150 kms of Indo-Bhutan border. This jurisdiction is too large for one single Commissionerate to handle considering the increasing trend of smuggling activities including illicit trade in arms ,narcotics, fake currency, etc along the long porous border and difficult terrain with the adjoining four countries and the strategic location of this area from the national security perspective and also the fact that in last few years a large number of LCSs have been opened. In this context a proposal for creation of a new Commissionerate (Prev), North Bengal, Siliguri had been mooted by merging customs work in the North Bengal area with the Central Excise Commissionerate. But it is felt that the same may not be proper. It would be appropriate that an entire separate Commissionerate of Customs (Prev), Siliguri be created to take better care of this jurisdiction, which would include 5 major LCS namely Panitanki, Phulbari, Changrabandha, Jaigaon and Sherthang. This Commissionerate could also then look after the new International Airport at Bagdogra, where traffic and workload is bound to increase in the near future.

The additional manpower projected for creation of this Commissionerate is as follows:
	Cadre
	Additional staff (Number)

	Commissioner
	1

	ADC/JC
	1

	AC/DC
	7

	AO/ACAO
	2

	DOS/STA/TA
	25

	Group D
	15


The rest of the manpower requirement could be met with the existing manpower strength of Kolkata (Customs) Preventive Commissionerate.
7.3
The above recommendations for creation of new Customs Commissionerates are summarized below:

	Sl. No.
	New Commissionerates/ Commissioner (Adjudication)

	Justification/Jurisdiction

	1
	Hyderabad Customs
	A Composite Commissionerate including Hyderabad ICDs/CFS, Hyderabad ACC and Shamshadabad International Airport is proposed.

	2
	Kakinada  Preventive
	A composite Commissionerate (Preventive) having charge of Admn./General also.

	3
	Chennai Port –Import-II
	The existing Commissioner Port (I) may be split into 2 Commissionerates on the basis of Assessing Groups including EP imports. 

	4
	Chennai (General)
	To look after the general administration of all the 6 Commissionerates, after creation of proposed Commissionerates, a Commissionerate (G) may be created for looking after other functionalities such as Cadre Controlling, CHA, CFSs management.

	5
	Chennai ACC (X),Courier, Airport, FPO

	The existing Commissionerate may be made as exclusive Commissioner Air (Import) and a separate Commissionerate for handling Export, Courier, FPO and Airport be created. 

	6
	Nhava Sheva (Import)-II 
	The existing Commissioner (I) may be split into 2 Commissionerates on the basis of Assessing Groups. 



	7
	Nhava Sheva (Export)-II
	The existing Commissioner Port (X) may be split into 2 Commissionerates 



	8
	Nhava Sheva (General)
	A new Commissionerate to handle administration, CSD, R & I, disposal, preventive and CFS management. Further, once the new Airport comes into existence, this airport, in the initial years could look after the Airport and Air Cargo at new Airport.


	9
	Bangalore ACC (X), Airport 


	The existing Commissionerate (ACC and ICD) may be split as one handling Exclusive Import (Air Cargo) and the other handling export along with Airport.  A separate Commissionerate handling Bangalore Customs along with ICDs may also be set up. 

	10
	Bangalore ICD and EP
	

	11
	Delhi Customs (Airport & General) 
	The present Commissioner ACC (I &G) handling Airport and Imports at ACC(Delhi) may be remodeled as Commissioner (I) ACC and a separate Commissioner (Airport) with Addl. Charge of Gen is proposed.



	12
	Mundra Customs 
	A Composite Commissionerate split from Kandla Commissionerate is proposed



	13
	Ahmedabad Customs-II
	The existing Commissioner (Ahmedabad) be named as Commissioner (Ahmedabad)-I. This Commissionerate is proposed as a Composite Commissionerate having jurisdiction of ICD Sabarmati, CFS Adalaj, Sardar Patel International Airport, ACC Ahmedabad and Paldi Customs with responsibility of management of land border with Pakistan.
A separate Commissionerate (Ahmedabad)-II is proposed with the jurisdiction as Vadodara, ICD Valvada, Vapi, ICD Sachin, Surat, ICD Ankleshwar, Surat Customs Division, SEZ Sachin, Surat, Surat Hira Bourse, Valsad Customs Division responsibility of coastal security is also proposed.

	14
	Siliguri Customs (Preventive)
	This jurisdiction of Kolkata (Preventive), with 18 LCS, 55 Preventive units, Border with Four Countries, is too large for one single Commissionerate to handle considering the increasing trend of smuggling activities including illicit trade in arms ,narcotics, fake currency, etc along the long porous border and difficult terrain with the adjoining four countries and the strategic location of this area from the national security perspective and also the fact that in last few years a large number of LCSs have been opened. Hence, bifurcation of existing Commissionerate is proposed. 


7.4
Strengthening of existing Preventive Commissionerate: 

(i)Lucknow:: The jurisdiction of this Commissionerate extends on the Indo-Nepal Border situated across the State of UP and Uttarakhand and there is reduced control of Customs towards the cities and towns especially on western side of Uttarakhand. Considering most of the Division/Circle/MPPs are towards border of Uttarakhand leaving many areas prone to smuggling activities especially narcotics often attended. At present there is one Circle of Pithoragarh and2 LCS at Dharchula and Jhulaghat (Indo-Nepal Border), but they are far from Dehradun. Looking to the sensitivity of this area from the smuggling point of view of ganja and charas and movement of other contrabands there is a need to strengthen anti-smuggling work particularly in the areas of Haridwar/Rishikesh.
Proposals:
Creation of 3 new Division offices at Dehradun, Almora and Pithoragarh (by changing status of this Circle to Division).  This would require additional staff of 105 for the Lucknow Commissionerate as per details below.
	S No.
	Cadre
	Additional Requirement

	1
	AC/DC
	3

	2
	Superintendent
	9

	3
	Inspector
	15

	4
	AO
	3

	5
	DOS/STA/TA
	21

	6
	Steno/Hindi Typist
	4

	7
	Driver
	3

	8
	Group D 
	54


(ii)Jodhpur: Jurisdiction: 8 ICDs, 2 ACCs, 1 Airport, 1 FPO, 5 Customs Division and 1 LCS. The following Table reflects the assessment workload of Commissionerate.
	Year
	Revenue

Realized

(Rs in Crs)
	No. of Bs/E
	No. of
 S/Bs
	No of Export Containers
	No.of Import Containers

	2007-08
	66.14
	10608
	87413
	62713
	5633

	2008-09
	61.36
	11111
	73348
	49893
	7259


Though the Indo-Pak International Border is fenced and now manned by BSF, a few instances of Cross Border smuggling have been noted. As such  Rajasthan Border is highly sensitive. It has been proposed to strengthen the Commissionerate on the following lines:
	S No.
	Cadre
	S/S
	Additional Requirement
	Justification

	1
	JC/ADC
	4
	1
	Proposal for setting up of ICDs at Bikaner, Kishangargh and Neemrana are under consideration.

	2
	AC/DC
	15
	8
	20 presently functioning and addl reqd given the establishment of ICDs+ 1 full time AC/DC required to man the Airport and ICDS run on cost recovery basis.


(iii)
Patna: This Commissionerate has jurisdiction over 4 Customs Preventive Division, 9 LCS, 23 Custom Preventive Circles, 1 Customs Preventive Unit, Gaya International Airport and Patna Airport.  The following factors have warranted augmentation of staff strength in the Commissionerate
· Increase in the volume of imports and transit cargo;

· Construction of four lane National Highway connecting North East States with Delhi passing through North Bihar and increased Railway traffic through Chatauni Railway Bridge, has led to an increased possibility of smuggling activities;
· Proposal for opening a new Riverine Circle at Patna on the bank of river Ganga;

· Creation of Addl Customs formation viz. ICDs, CFSs, ACC, LCSs and Airports etc.;

· Additional requirement of staff for Gaya International Airport;

· Proposed 6 new LCSs bordering Nepal border to curb the possibility of export/import of prohibited/restricted goods passing through “Chhoti Bhansars” of these 3 are already functional but require additional staff for proper control;

· Creation of ICPs (Integrated Check posts) at Raxaul and Jogbani which have been set up as Single Window Facilitator for Exports and Imports at Border Points which includes Customs, Immigrations;

· Proposed ICDs at Fatuha, Patna, Jamshedpur, Ranchi, Dhanbad and Giridh which have been identified as growth centers for containerized traffic.

The following additional manpower is recommended:
	Grade
	Additional Strength

	DC/AC
	3

	Superintendent
	25

	Inspector
	30

	AO/ACAO/EA
	3

	Group C
	20

	Group D
	25


 (iv) 
Amritsar: This Commissionerate has jurisdiction on Customs operations in the States of Punjab, Himachal Pradesh and the Union Territory of Chandigarh. The Commissionerate deals with passenger facilitation formations at LCS, Attari Road, LCS Attari Rail, Rajasansi International Airport, Amritsar and would also handle that at the International Airport at Chandigarh when operational. It also has Customs Prev Divisions, Amristsar and CPD, Pathankot as also CPS Kulu which checks on smuggling of narcotics. In view of the fact that there has been considerable increase in the bills of entry and shipping bills filed as 
also other work, following increased requirement in the sanctioned strength has been proposed as per following details
	
Cadre
	Additional Staff strength requirement

	ADC/JC
	1

	DC/AC
	3

	Suptd
	20

	Appraiser
	5

	Inspector
	30

	Group C
	24

	Group D
	30


(v)
Kolkata Preventive Commissionerate: Its jurisdiction includes the States of West Bengal, Sikkim, Union Territory of Andaman and Nicobar Islands and concurrent jurisdiction with CC (P), Patna of the districts of Purnea, Katihar, Godda and Sahabganj in the state of Bihar. It covers 18 LCSs and 55 Preventive Units which span 2216 Kms of Indo-Bangla Border (incld 350 kms of riverine route), 170 Kms of Indo-Nepal, 220 kms of Indo-China and 150 kmd of Indo-Bhutan border. As jurisdiction of Commissionerate is too large, it has been proposed to create a new Commissionerate at Siliguri, which has been discussed in details above. Further, additional manpower requirement has been projected, for Kolkata (Customs) with following re-organization:
(i)
Trifurcation of the existing Krishnagar Division into 3 Division 
(ii)
Trifurcation of the present Barasat Division into three Divisions  (iii)     Creation of a full fledged division at Malda and separate ACs for Hilli LCS and Mahadipur LCS.

(iv)
Strengthening of the SRI Unit at HQ CC (P), WB, Kolkata 

The additional staff strength taking into account all the points above along with the present SS is tabulated below.

	Cadre
	Additional manpower requirement

	ADC/JC
	1

	AC/DC
	5

	AO/ACAO
	3

	DOS/STA/TA
	20

	Group D
	20


 (v)   Mumbai Customs (Preventive): The jurisdiction of this Commissionerate covers the coastline of Mumbai, Raigad and Thane Districts. The Preventive Commissionerate has at present two wings namely the Marine and Preventive Wing (M & P Wing) and Rummaging & Intelligence Wing (R&I Wing). The former is engaged in Sea Patrolling and for prevention of outright smuggling which is on the decline. So this division is mostly engaged in joint sea patrolling. The R& I wing is comprised of three preventive units (NSPU, APU, and RSR) which are involved in investigation smuggling in containerized cargo and commercial frauds. With increase security concern, post 26X11, there is a need for augmentation of manpower at various levels for the following reasons:

(i)
Acquisition of 15 new crafts for sea patrolling is likely in near future. Subsequently sea parolling would be carried out in three shifts. 

(ii)
Considerable increase in the number of Commercial frauds detected. 
 (iii) There is only one Dog Handler who is working for the Narcotics Cell which is not a sanctioned post; this post has become mandatory given the increased smuggling in drugs.

 (iv) Requirement for 24*7 operations

The additional manpower requirements projected are as follows:
	Cadre
	Addl Staff Strength requirements

	Superintendent 
	20

	Appraiser
	8

	Skipper
	30

	Engineer
	30


7.5
New Customs Zones:

(I)  Ahmedabad : At present there is one post of Chief Commissioner of Customs in Ahmedabad having jurisdiction over CCO, Appeal, Ahmedabad, Kandla and Jamnagar (P). Considering the growing volume of work and proposed increase in the Commissionerates it is proposed to create an additional Zone headed by a Chief Commissioner having jurisdiction of CC (Mundra), CC (Kandla), Jamnagar Customs, and the EP Commissionerate proposed. CC-Zone-I would hold charge of Appeal, Ahmedabad-I (Cus) and Ahmedabad –II(Cus).
(II) Chennai: At present there is one Chennai Customs Zone headed by a Chief Commissioner having jurisdiction over Chennai Airport, ACC, Appeal, Sea Port (I) and Sea Port (X). Chennai Zone (Preventive) includes Tuticorin (P), Trichy (P) within its jurisdiction. Given the exponential increase in the volume of work and the increase in the number of Commissionerates it is recommended to create an additional Zone headed by a Chief Commissioner Chennai-II having jurisdiction over CC ACC(I), CC ACC (X), CC (Gen), Commissioner (Appeal).
(iii) Bangalore: Presently there is one Chief Commissioner Zone in Bangalore which includes Bangalore Customs, Appeal and Mangalore Customs under its jurisdiction. It is now proposed that a Separate Zone including ACC (I) and ACC (X) and Airport under its jurisdiction be established.
(iv) Hyderabad: Presently Hyderabad I, II, III and IV come under one Central Excise Zone, It is recommended to create a separate Hyderabad Customs Zone having jurisdiction over the (i) proposed Hyderabad Customs Commissionerate; (ii) proposed Kakinada Commissionerate; and (iii) Andhra EP Commissionerate  as proposed later in the report.
7.6
RECOMMENDATION FOR CREATION OF THE POST OF PRINCIPAL CHIEF COMMISSIONER IN THE GRADE OF HAG + SCALE or APEX SCALE:

The Customs work has increased manifold in last few years with increase in the volume of trade and newer responsibilities like ever evolving FTP, environmental laws, IPR, trade agreements, supply chain security, and valuation issues.  All this has increased the need for supervision at higher level. In this context the Group felt that for the sake of better command and control, uniformity in business and assessment practices, following post of Prinicipal Chief Commissioners, in the grade of HAG +Scale (Rs 75,500-80000) or Apex Scale (Rs 80000 fixed) be created at the Zonal level, as per the detail below.  
(I)  Principal Chief Commissioner, (North Zone) at  Delhi having jurisdiction of Delhi, Haryana, Punjab, Himanchal, J& K, UP, Rajasthan.
(II) Principal Chief Commissioner (West Zone) at Mumbai having jurisdiction of Maharastra, M.P., Gujarat and Goa.
(III)  Principal Chief Commissioner (South Zone) at Chennai having jurisdiction of Andhra Pradesh, Tamilnadu, Kerala, Karnatka.
(IV) Principal Chief Commissioner (East Zone ) at Kolkata having jurisdiction of West Bengal, North East, Orissa, Bihar, Chatisgarh and Jharkahnd.
(v)    Principal Chief Commissioner-Compliance verification/Audit
7.6.1
Up-gradation of certain Posts: In view of significance work profile of the Directorate like DGRI, DGCEI, DG (Audit), DG (NACEN), DG (Inspection), DG (System) and DG (HRD), the Group was of the view that the post of DG in these Directorates be placed at higher pedestal as compared to Customs field formations for desired level of command and co-ordination. Therefore, it is proposed that the post of DG in these Directorates be upgraded to the grade of HAG +Scale (Rs 75,500-80000) or Apex Scale (Rs 80000 fixed).

*****
Chapter 8




REORGANISATION OF AUDIT SETUP UNDER CBEC
8.1
     One of the significant areas identified by the Study Group that requires major restructuring is Audit. Over the years Audit has emerged as the most significant tool with tax administration for compliance verification, compliance research, verification of legislative effectiveness, risk assessment and profiling of a sector. On excise side audit program is well settled now. However on customs side till 3 years back it was completely a transaction based con-current audit. However as we have moved to RMS based assessment, wherein accredited client and less risk consignment are being cleared without customs intervention at the assessment stage, the audit program has become extremely significant. However, the Post Clearance Audit program that is being carried out by the department has so far failed to deliver the desired result. In any case it is transaction based audit, at the Customs House level, and therefore cannot be a comprehensive kind of audit. Unless a record based audit is performed at taxpayer’s premises it would not be an effective compliance verification as well as compliance research program. Further, only with record based auditing, it would be feasible to have an effective taxpayer profiling program. We have to realize that the manner of doing business is becoming more and more complex over the years as advance technologies is ace now accessible easily to the taxpayer. Business deals are stuck on internet, orders are placed electronically, payments are made electronically and each and every nook and corner is now well connected electronically. Business entities have establishment across the globe. Therefore there are related party transactions; issues relating to transfer pricing; issues relating to antidumping and of managing the Country of Origin to avoid tax barriers. The volume of work has increased substantially and delivery expectations of taxpayers are now significantly higher. Admits all this, customs administration hardly gets the time or opportunity to make any effective verification/assessment at the time of clearance of cargo. The assessment, wherever it is done is merely to compare the prices with contemporaneous imports, apply certain yardstick by thumb rule to arrive at transaction value, which may not be legally tenable, and to ensure compliance of other laws to the extent the customs officer is aware. A huge percentage of consignment now escapes even this assessment on account of RMS. Therefore compliance verification burden shifts to post clearance audit. However, merely doing a transaction based post clearance audit in the Custom House does not serve any meaningful purpose. There is, therefore a strong need for on site (customer premises) audit, just like the audit already being carried out in central excise and service tax and a practice that has been adopted in other developed administrations.  

8.2.
 In this regard, after detailed deliberations the Study Group arrived at the conclusion that Audit organization of department needs to completely revamped and re-structured. The business process of customs side audit also needs to be re-engineered like EA 2000 on Excise side. 

8.3.
The recommendation of this Study Group is that the organization for central Excise Audit, Service Tax Audit (in the coming years GST Audit) and Customs Audit should be common. For this purpose exclusive Commissionerates for Audit and Compliance verification should be created. In this regard the international best practice also reveals that all developed/mature tax administrations have a separate organization setup, distinct from tax offices, for audit/compliance verification.  

8.4.
The Study Group recommends the following organizational setup for Compliance Verification/ Audit is proposed to have the following structure:
OPTION I


                  A.
Principal Chief Commissioner (Compliance Verification/Audit)




B.
Chief Commissioners (Compliance verification/Audit)




C.
Commissioners (Compliance verification/Audit)


                  D. 
Compliance verification/ audit commissionerates will have     ADC/JC, DC/ACs, Superintendents/Appraisers, Inspectors as auditors and other C and D Group staff.
OPTION-II
Option II would be have separate Audit Commissionerates under the existing Zonal Chief Commissioners. 

However, the study Group is of the view that the Option-I would be more appropriate. This would ensure an Audit organization under CBEC that is distinct from the set up engaged in assessment, revenue collection, dispute resolution and taxpayer services. Placing Compliance Verification/Audit Programme under a Principal Chief Commissioner (Compliance Verification) has a distinct advantage that he will be the nodal and single point of co-ordination as regard audit programme and the Board will not have to interact at multiple level. This would ensure better command and implementation of compliance verification programme. Further, creating this king of organization would be in consonance with the international best practices wherein compliance verification/audit is kept separate from tax offices dealing with taxpayer for collection of taxes and taxpayer services.
8.5.      This audit setup would be responsible for the following in consultation with D.G. (Audit) and D.G. (NACEN) wherever necessary,-

· Developing Audit Policy, Standards and strategies,

· Developing strategies for risk assessment,
· Preparing programme for audits and  other compliance verification tools aimed at verifying compliance,

· Conducting audits

· Conducting compliance research- The objectives of the compliance research activities would be to assess levels of compliance; identify sectors and areas where compliance is a problem; assess factors contributing to compliance and non-compliance; and devise methods to identify areas of non-reporting. 
· Developing in-house skills in audit and compliance research.

· Developing training programme for auditors and for sensitizing the higher level officers regarding audits/compliance verification. Ensure delivery of training programmes through NACEN.
· Collecting, assimilating and utilizing information from third party sources for cross verification of compliance. 

· Profiling of various sectors/ services and large taxpayers. 
· Developing Industry Experts (Senior auditors who acquire sector specific expertise) .
· Providing feedback of legislative effectiveness- This initiative would be to review the effectiveness of existing legislation and to identify the required changes with a view to achieve higher compliance level.
· Developing and delivering programme for taxpayer awareness and education.
8.6.  

At the moment each central Excise Commissionerates have 10-15 audit teams. Exclusive Service Tax Commissionerates have up to 30 audit teams. Considering that Customs audit work is also assigned to same group of officers, we need to have about 2000 audit teams in the country. An Audit/Compliance Verification Commissionerate needs to be created for every 50 audit teams. Accordingly Group recommends for creation of 40 Audit/Compliance verification Commissionerates.  Group also felt that four such Commissionerates should be placed under a Chief Commissioner. Accordingly the Group recommends for creation of 10 post of Chief Commissioner, which would be designated as Chief Commissioner (Compliance verification/Audit program). The program would be headed by a Member in the Board.  Each Audit Commissionerate should have following manpower: 
· Audit Commissionerate
	S. No.
	Designation
	No of officers

	1
	Commissioner
	1

	2
	Joint/Additional Commissioner
	3

	3
	DC/AC
	10

	4
	Superintendents/ Appraiser
	50+15

	5
	Inspectors
	125

	6
	Group C (STA/TA etc)
	30

	7
	Group D
	25

	8
	Total
	241


· Chief Commissioner (Audit/Compliance Verification) office

(1) Additional /Joint Commissioner-1

(2) AC/DC-1
(3) Superintendent/Appraiser -3+1

(4) Inspector-4
(5) Group C- 6

(6) Group D-7
8.7.
As creation of audit set up would reduce the work of existing Commissionerates considerably, it is felt that at the level of ADC/JC, half of the total requirement could be diverted from existing set up/otherwise restructured set up. At the level of Superintendents, Appraising Officer and  Inspector, 75% of the required strength could be diverted from existing set up/otherwise re-structured set up. At Group ‘C’ and ‘D’ level substantial requirement could be outsourced. Accordingly total additional strength recommended for Audit /Compliance verification set up in the country for Central Excise, Service tax and Customs. 
The Additional Manpower requirement for proposed re-organization of Audit/compliance verification:
	S. No.
	Designation
	Total Strength
Required
	Additional Manpower**

	1.
	Chief Commissioner
	10
	10

	2.
	Commissioner
	40
	40

	3.
	Additional/Joint Commissioner
	130
	65

	4.
	AC/DC
	410
	205

	5.
	Superintendents
	2030
	507

	6.
	Appraising Officer
	610
	155

	7.
	Inspectors
	5040
	1260

	8.
	Group C
	1260
	315

	9.
	Group D
	1070
	268

	
	Total
	10190
	2825


** Assuming half of the requirement at the level of ADC/JC and DC/AC is diverted from the existing- restructured strength; Three fourth of requirement at the level Superintendent, Appraiser and Inspector is diverted from existing, restructured strength; Three fourth of the requirement at the level of Group C and Group D could  be met from existing staff/projected staff by Study Group or by outsourcing.
8.8.
 For taking a final view as regards nature of re-organization of Audit setup in the department, it would be necessary that the recommendations of all the three study Group are consolidated, at the level of Directorate of HRD.
******

Chapter 9
SINGLE WINDOW INDIRECT TAX ADMINISTARTION IN RESPECT OF SEZ/EOUs/EHTPs/STPs
9.1
The SEZ policy was first introduced in India in the year 2000, as a part of the Export-Import (“EXIM”) policy of India. Considering the need to enhance foreign investment and promote exports from the country and realizing the need that level playing field must be made available to the domestic enterprises and manufacturers to be competitive globally, the Government of India in April 2000 announced the introduction of Special Economic Zones policy in the country deemed to be foreign territory for the purposes of trade operations, duties and tariffs. To provide an internationally competitive and hassle free environment for exports, units were allowed be set up in SEZ for manufacture of goods and rendering of services. All the import/export operations of the SEZ units is on self-certification basis. The units in the Zone are required to be a net foreign exchange earner and are not subjected to any pre-determined value addition or minimum export performance requirements. Sales in the Domestic Tariff Area by SEZ units are subject to payment of full Custom Duty and as per import policy in force. 
9.2
The policy provides for setting up of SEZ's in the public, private, joint sector or by State Governments. Since implementation of this policy, the then existing Export Processing Zones have been converted into Special Economic Zones. Accordingly, the Government has converted Export Processing Zones located at Kandla and Surat (Gujarat), Cochin (Kerala), Santa Cruz (Mumbai-Maharashtra), Falta (West Bengal), Madras (Tamil Nadu), Visakhapatnam (Andhra Pradesh) and Noida (Uttar Pradesh) into a Special Economic Zones. Over a period a number of SEZs have come into existence.

9.3
Role of Customs in SEZ: As of now Customs Officers, at the level of AC/DCs, Superintendents/Appraisers/PO, posted to SEZ on deputation basis and are under administrative control of development Commissioner. However for technical matter they report to concerned Commissioner of Customs or Central Excise as the case may be. However, in recent past a pool of customs officers for posting to SEZs has been separately created. Under this arrangement it has been prescribed that a team of one AC/DC, one Superintendent, one Appraiser, three PO would be posted to SEZs. In this regard, initially the proposal was that such officers should be posted to SEZs on deputation basis. However, DoPT has taken a stand that additional cadre cannot be created for deputation alone. Hence, the view taken by DoPT is that this additional pool would remain on the strength of CBEC (and not treated on deputation). Accordingly it is reasonable to assume that in the coming times the administrative control on Customs Officer posted to SEZs would vest with Customs Officers. In fact posting of such officers would be decided by the jurisdictional Commissioner of Customs. In this context, a large number of officers at Group ‘A’ entry level have already been inducted in past two years.  The Custom work that is dealt with by the Customs officer posted to SEZs is as follows:

· Assessment of goods imported by SEZ developer or SEZ unit from outside India ( B/e is filed), to ensure that goods are procured dutry free are relevant to authorization issued to such unit;

· Assessment of goods imported by SEZ developer or SEZ unit from within India ( received on bill of exports);

· Processing and disbursal of drawback on good received from domestic market, payment in respect of which is made in foreign exchange;

· Processing as regards allowing other benefits like DFIA, EPCG etc on goods procured by SEZ units from domestic market, payment in respect of which is made in foreign exchange;

· Processing of shipping bills for exports;

· Collection of central excise duty on goods cleared to domestic market;

· Recovery of duty, where unit fails to fulfill export obligation;

· Further jewelry appraisers are also attending to the work of SEZs, for appraisement of jewelry.


The Service tax work relating to SEZs:

· SEZ units are liable to pay service tax on service rendered by them for domestic consumption. This service tax levy is administered by the jurisdictional Commissioner of Central Excise;

· SEZ units are entitled to refund claims of service tax paid on services received by it from outside SEZ which consumed in relation to its authorized operation. These refund claims are processed jurisdictional Central Excise Commissionerate.

· Drawback:- All the Drawback claims are sent to the Commissionerate office for pre-audit in terms of Board’s Circular No. 83/95- Cus dated 20.07.1995 which, in tern increase substantial workload in the Commissionerate office.

· Adjudication:- The SEZ cases are adjudicated  by the Joint/ Addl./ Commissioner, as the case may be, in the Commissionerate. 

· Legal/ CESTAT related work:- Since the adjudication is done by Commissionerate, the work related to legal/ CESTAT matter on those issues are also looked after by the Commissionerate.

· Disposal/ Recovery/ Refund:- These works are also monitored by and processed in the Commissionerate office.

· Audit/ PAC matters:- Various audit queries relating to custom,ms matter concerning SEZ/SEZ Units raised by audit/ PAC from time to time and are dealt by Customs office.

· Unit Approval Committee:- The jurisdictional Commissioner of Customs/ Central Excise remains one of the member of Unit Approval Committee which, after due examination, accepts or rejects the proposal establishment of a unit in SEZ. The meeting is held in the office of the Development Commissioner at regular interval. The process involves study of pros and cons of the proposed projects, it’s direct and indirect implication on trade/ import/ export etc., thus involves a considerable time.

9.4
EOUs/EHTP/STPs: These are presently handled by the jurisdictional Central Excise or Customs Commissionerates, as the case may be.  EOUs file monthly/periodical returns, which are scrutinized by Central Excise Commissionerate; avail Cenvat credit, entitled to rebate of service tax on exports; duty free procurement from domestic tariff area units and duty free imports. Further, EOUs are liable to pay duty on goods and services cleared to DTA; subject to routine audits. Hence quantum of work in respect of EOUs is quite significant.
9.4.1
As India, has recognized the importance of facilitating the units engaged in exports of goods and services, e.g., SEZs/EOUs/STPs/EHTPS, for the sustained growth of the economy and increased contribution to the GDP of the nation, it is necessary the department also provides dedicated administration for these units, which can address the issues concerning indirect taxes expeditiously and administer the indirect tax laws in a manner as is conducive to growth of these units while ensuring proper enforcement of law.  

9.4.2
Accordingly Group felt that exclusive Commissionerates may be created to administer indirect tax laws for SEZs/EOUs/STPs/ EHTPs in the following six locations, in view of the concentration of SEZz/EOUs/ EHTPs/STPS:

	SL. NO.
	Export Promotion Commissionerate
	APPROX NO.OF SEZs likely 
	No of EOUs

(as on 31.3.08)
	Jurisdiction

	1
	Andhra
	171
	243
	State of Andhra Pradesh

	2
	Maharashtra
	205
	374
	State of Maharashtra

	3
	Gujarat
	94
	289
	State of Gujarat 

	4
	Tamil Nadu
	135
	435
	State of Tamil Nadu 

	5
	Karnataka
	120
	398
	State of Karnataka 

	6
	NCR
	140
	288
	National Capital Region


9.5
As manpower requirements for SEZ work has already been sanctioned in the grade of   DC/AC, Superintendent, Appraisers and Inspectors, the requirements for these grades would be met from the posts already sanctioned. Accordingly, the proposed staff strength and additional manpower requirement for a Export facilitation Commissionerate, dealing with SEZs/EOUs/ EPZs/ FTPs is as follows:
	CADRE
	Recommended Strength for a commissionerate
	Additional manpower requirement for six Commissionerates

	Commissioner
	1
	6

	ADC/JC
	3
	18

	DC/AC
	20*
	-

	Appraiser
	30*
	-

	Superintendents
	30*
	-

	Examiner/PO
	100 (40+60)*
	-

	CAO/AO
	1+1
	6+6

	Steno + STA/TA
	4+20
	24+120

	Driver +Sepoy
	8 +50
	48 +300

	Total
	270
	528


              * Already sanctioned for SEZ work
******
Chapter 10

OTHER RECOMMENDATIONS
10.1
Strengthening of Directorate of Valuation: 
The Directorate of Valuation was created in 1997 and was upgraded to Directorate General of valuation in the year 2002. This directorate has been entrusted with the following work:
(i)
Adopting best practices for uniformity in Customs valuation and developing a national database for the same.
(ii)
Monitoring the valuation trends of sensitive commodities and taking corrective action; providing feedback to field formation on valuation trend, and possible undervaluation of import consignments and over valuation of export consignments;
(iii)
Carrying out verification as regards valuation at Customs stations to ensure that the valuation law and procedures are effectively applied;

(iv)
International customs co-operation on valuation matters; 
(v) 
Providing assistance for making policy as regards customs valuation

10.1.1
Over a period of time, a comprehensive National Import Database (NIDB) and Export Commodity Database (ECDB) has been created by the Directorate.  The Directorate has now been playing crucial role in  ensuring best practices for Customs Valuation as a result uniformity is assessment could be achieved in the entire Customs Administration to a great extent.  
10.1.2
 However, Customs Valuation, both imports and exports still remain a significant concern for the administration. Further, there are issues of manipulation of Country of Origin/ mis-declaration to avoid anti-dumping duties/higher rate of duties. The customs on their own cannot effectively take care of this problem. DRI is one organization which has some presence outside India in the form of COIN posting. However, the focus area of DRI is anti-smuggling, anti-drug trafficking, and anti money laundering etc. DRI in normal course does not do any compliance research as regards customs valuation and other aspects relevant to collection of Customs revenue. In the circumstance, the Group is of the view the strengthening of the Directorate of Valuation would be essential to address these concern. DOV is required to be strengthened by creating certain position in the High Commission/ Diplomatic mission in countries, from where goods prone to undervaluation are imported to India or goods prone to overvaluation are exported from India, with significant risk to revenue. The Officers posted for these assignments would undertake research and collect data as regards the prevailing prices of sensitive commodities, trend analysis and market analysis, which could be used in India for fair customs valuation of goods. Such position may be created in China, Eastern Europe (one) and West Asia (one).
10.2
Strengthening office of Commissioner (Appeal): 
Presently the norms fixed by the Board for Commissioner (Appeal) are 75 cases per months. However, Group felt that this is a huge number and cannot be achieved realistically. More so in view of the fact that Commissioner (Appeal) is no more empowered to remand the case. As a result, Commissioner (Appeal) may be required to do original work, which should have otherwise been done in first stage of adjudication. Therefore, the norm for disposal of cases by Commissioner (Appeal) may be considered for revision to 50 cases per months. The annual receipt of cases before Commissioner (Appeals) in last three years has been as follows
. 
	No of Appeals Received**
	2006-07
	2007-08
	2008-09

	Commissioner (Appeals)
	20437
	22774
	24123


            ** Customs/excise/ST combined
Keeping in view these figures, at present there may not be any need to create further posts of Commissioner (Appeals). However, re-orgainsation of Commissioner (Appeals) post is desirable taking into account the zonal pendency. Further the office of Commissioner (Appeal) is required to be strengthened. In this regard it is proposed that Commissioner (Appeal) attending to Customs  matter may be provided (i) AC/DC-one; (ii)   Superintendent-One; (iii) Appraiser-One; (iv) STA/TA- Two; (v) PS-One.
10.3
Strengthening of CDR Office in CESTAT and Directorate of Legal Affairs: 
For effective and efficient dispute resolution, not only it is necessary that the field formations are strengthened adequately but also the strengthening of CDRs office and Directorate of Legal Affairs would be an utmost necessity. More so, the augmentation of field formations as per the proposals contained in this Report would ensure that pending cases are decided expeditiously by the concerned field formation. However, this would result in piling of cases at the level of Tribunal and Courts. Therefore, to handle such increased numbers, it is felt that CDR’s office and Directorate of Legal Affairs are strengthened adequately. The pendency in CESTAT as on 31.3.2009 was 13356 cases. Pendency in High Court was 7083 and in Supreme Court it was 1779. These numbers by themselves justify the said augmentation of staff. In this regard, DG HRD may obtain a separate proposal from CDR’s office and the Directorate of Legal Affairs.
*****

Chapter 11

Overall Implications of Recommendations
11.1
The manpower requirement projection for Customs Commissionerates, based on manpower norms identified by the Study Group, taking into account the proposed new Commissionerates and strengthening of existing preventive Commissionerates, is reflected in the following Table.

	               TOTAL AND ADDITIONAL PROJECTIONS FOR EXISTING AND PROPOSED CUSTOMS FORMATIONS

	Designation
	Exclusive Import Commissionerate (Sea)** Total: Five 
	Exclusive Export Commissionerate (Sea)** Total: Four
	Composite Commissionerate**       Total: Twelve
	Exclusive Import Air Commissionerate**          Total: Four
	Exclusive Export Air Commisisonerate**              Total: Four
	Airport Commissionerate**           Total: Three
	Exclusive Commissioner (Gen)**                                   Total: Four
	Existing Prev Comm  with augmentation 
Total: Thirteen
	New Prev Commissionerates proposed  
             Total:Two
	Staff Strength of existing and New CCO
	TOTAL Requirement 
	Existing strength
	Additional requirement

	Principal Chief Commissioner
	__
	__
	__
	__
	__
	__
	__
	__
	__
	5
	5
	-
	5

	Chief Commissioner
	__
	__
	__
	__
	__
	__
	__
	__
	__
	14
	14
	10
	4

	Commissioner
	5
	4
	12
	4
	4
	3
	4
	13
	2
	 __
	51
	35
	16

	ADC/JC
	25
	20
	60
	20
	20
	9
	12
	53
	8
	19
	246
	158
	88

	DC/AC
	100
	80
	240
	72
	72
	36
	24
	164
	30
	19
	837
	472
	365

	Appraiser
	275
	140
	420
	220
	140
	36
	36
	12
	 
	19
	1289
	720
	580

	Superintdtt
	300
	320
	600
	200
	280
	354
	152
	1306
	142
	57
	3711
	3356
	355

	Examiner
	200
	100
	300
	160
	120
	30
	32
	 _
	_
	-
	942
	363
	579

	Insp/P Officer
	425
	520
	720
	300
	420
	462
	200
	2265
	312
	-
	5624
	5098
	450

	CAO
	10
	8
	24
	8
	8
	6
	8
	22
	2
	-
	96
	40
	56

	AO
	10
	8
	24
	8
	0
	 
	8
	70
	10
	-
	138
	261
	123

	Steno
	50
	40
	120
	40
	40
	15
	32
	96
	18
	38
	489
	305
	184

	STA/TA- Other Group C
	400
	280
	564
	320
	280
	45
	96
	745
	70
	124
	2924
	2720
	194

	DOS
	20
	16
	48
	16
	16
	6
	8
	104
	8
	-
	242
	378
	-136

	Driver
	75
	60
	216
	60
	60
	30
	32
	379
	30
	-
	942
	753
	189#

	ASI weapon, Sepoy and other Group D
	450
	360
	1080
	360
	360
	270
	200
	2882
	300
	-
	6262
	5702
	560#

	TOTAL
	2345
	1956
	4428
	1832
	1820
	1302
	844
	8102
	932
	290
	23812
	20743
	3069##


** Includes the proposed new Customs Commissionerates
# Should be met through outsourcing as recommended by SIU

## Assuming that additional manpower requirement in the grade of drivers and Grade ‘D’ would be met by outsourcing

11.2
The manpower requirement projection on account of proposed Audit Commissionerate is as follows:

	S. No.
	Designation
	Additional Manpower Requirement **

	1.
	Chief Commissioner
	10

	2.
	Commissioner
	40

	3.
	Additional/Joint Commissioner
	65

	4.
	AC/DC
	205

	5.
	Superintendents
	507

	6.
	Appraising Officer
	155

	7.
	Inspectors
	1260

	8.
	Group C
	315

	9.
	Group D
	268

	
	Total
	2825


** Assuming half of the requirement the level of ADC/JC and DC/AC is diverted from the existing- restructured strength; Three fourth of requirement at the level Superintendent, Appraiser and Inspector is diverted from existing, restructured strength; Three fourth of the requirement at the level of Group C and Group D could  be met from existing staff/projected staff by Study Group or by outsourcing.
11.3
The manpower requirement projection on account of exclusive Export Facilitation Commissionerate is as follows

	CADRE
	Additional manpower requirement  for six new Export facilitation Commissionerates

	Commissioner
	6

	ADC/JC
	18

	DC/AC
	-**

	Appraiser
	-**

	Superintendents
	-**

	Examiner/PO
	-**

	CAO/AO
	6+6

	STA/TA
	120

	Steno
	24

	Driver 
	48 

	Group D
	300

	Total
	528


** To be diverted from sanctioned strength for SEZ work
11.4  The other proposals, as contained in Chapter 13 will also require augmentation of manpower. However, such requirement would not be significant keeping in view the overall cadre strength.  

******

Chapter 12

RECOMMENDATIONS SUMMARISED
12.1
The recommendations made by the Group are as summarized below:

(i) The Group has re-worked out the staff requirement norms for Customs Commissionerate, falling under the categories of Exclusive Import (Sea), Exclusive Export (Sea), Exclusive Import (Air), Exclusive Export (Air), Composite Commissionerate, Airport Commissionerate and Commissionerate (General) As regards Preventive Commissionerates, they vary so much in the geographical dispersion and field units, the Group has largely gone by the recommendations made by the respective Preventive Commissionerates, while making the recommendation for their strengthening ( Para 10.3).
(ii) Group has proposed for creation of 14 new Customs Commissionerates, including two Preventive Commissionerates as per details below:

· Composite Customs Commissionerate, Hyderabad
· Customs (Preventive) Kakinada

· Chennai ( Import-II)- (Sea)

· Chennai [ACC (Exports)]

· Chennai (General) Commissionerate

· JNCH (Import-II)

· JNCH (Export-II)

· JNCH (General)
· Bangalore ACC (I)

· Bangalore ACC (X) [the existing Commissionerate  would look after ICD, Customs Division, General work)

· Ahmedabad-II ( HQ at Surat)

· Mundra  Customs
· Customs (Airport)-Delhi 
· Customs (Preventive) Siliguri                                          [ Para  7.2 ]
(iii)     Creation of two posts of Commissioner (Adjudication),one at JNCH and another at Chennai                                                           [Para 7.2XV]                                    
(iv)  Creation of four new Customs (Zones) at Hyderabad, Chennai, Bangalore and Ahmedabad 
                                                  [Para 7.4  ]

(v) Augmentaion of existing preventive Commissionerates at Amritsar, Jodhpur, Mumbai, Kolkata, Patna and Lucknow                 [Para  7.3  ]
(vi) Creation of posts of Principal Chief Commissioners at Delhi, Mumbai, Chennai, kolkatta, Principal Chief Commissioner Audit/Compliance and also upgrading certain posts to PCC like DGRI, DGCEI, DG (Audit), DG (NACEN), DG (System), DG (ST), DG(Inspection) and DG (HRD). 
[Para  7.6  ]

(vii)  Complete re-organisation of Audit set-up in CBEC has been recommended, by shifting from existing transaction based PCA, at Custom Houses to record base audit and Common audit/compliance verification Commissionerates for Customs, Excise and Service Tax. The proposal is to create 10 new Zones and 40 new Commissionerates. In this context, manpower requirements have been projected keeping in view that a significant number of staff requirements could be met with by diverting staff from existing formations.

 [Para 8.1 ]          
(viii) Creation of six exclusive Single Window Commissonerates for SEZs/EOUs/STPs                                                                                                                           

                                                                                                                    [Para 9.1 ]

(ix)   Recommendations for strengthening of (a) Directorate General of Valuation; (b) Commissioner (Appeal)’s office-and revising the norms for disposal of cases by Commissioner; (c) CDR’s office; (d) Directorate of Legal Affairs.                                                     [ Para  10.1 ] 

(x)       Overall implications of the recommendations made by the Group, as regards the manpower requirements have been worked out.

                                                                                                                     [Para  11.1 ] 

REPORT SUBMITTED ON THE ________ AUGUST, 2009.
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