ASSOCIATION PROPOSAL

Central Board of Excise & Customs has recently undertaken the task of Cadre Restructuring / Re-organization of the Field Formations and has constituted three Study Groups for that purpose.  The declared objective of this Study is to make a scientific and pragmatic assessment of the Man power requirement of the Commissionerates in the next ten years.  

As per the terms of reference of these study groups, the key challenges for Cadre restructuring for Executive Cadres in the current exercise are

· Improvement in Tax Collection Performance/Trade facilitation Measures

· Providing optimal career opportunities for various cadres

In this context, All India Central Excise Inspectors Association, Kerala Unit, the only association representing the majority of the cutting-edge level executives of this Department,  would like to submit the following proposal, in respect of the cadre restructuring of Kerala Zone.

 CENTRAL EXCISE & SERVICE TAX  

Tax Administration  

(a) Creation of Compact Commissionerates/Divisions:  The primary aim for re-organization of the existing formation may be the maximization of revenue productivity by having closer supervision over compact Zones, Commissionerates and Divisions. Creation of smaller and compact Zones, Commissionerates and Divisions with more no. of Ranges will also provide better accessibility to trade and industry and rationalize the work load. Uniform criteria applicable to the whole India for creation of more formations may not be feasible depending upon the geographical regions since a large number of assessees may spread over a vast area like the urban agglomeration in the State of Kerala, where the entire State is considered as a city. The revenue and the no. of assesses can undoubtedly be the parameters for bifurcation of existing formations in cases where assesses are congregated to different industrial areas while in cases where assesses spread over vast indistinguishable geographical regions, the extent of the area and the proximity of the formation to the assessees may be the principal considerations. 

(b) Strengthening of existing Ranges  

The connectivity of WAN (wide area network) provided to the Standalone Ranges, the most recent orders of CBEC (F.No.224/37/2005-Cx.6 dated 24/12/08) prescribing duties of Central Excise Sector Officer and Range Officer,   Order of CBEC (F.No.137/159/2006-Cx.4 dated 30.7.07) prescribing duties of Officers of Service Tax formation etc itself shows   the importance of Ranges from the point of view of tax administration at the basic level.  As can be seen from these directions, more than 75 functions are identified at the Sector/Range level to be performed by  Inspectors and Superintendents apart from other statutory duties generally stated therein.   

(c) Strengthening Service Tax Set-up with new Commissionerates,Divisions & Ranges

It has been reiterated by the Study group that the growth prospects in Service Tax in future as a result of steady widening of the tax net and the resultant workload has to be taken into serious consideration while proposals are sent for re-organisation .   Moreover, minimum Service Tax revenue of Rs.250 crores per annum has been fixed as the norm  for creation of new Service Tax Commissionerates having Five service tax Divisions and 25 Service Tax Ranges.  By following the same logic, the revenue of   50 to 100 Crores is to be fixed for creation of new Service Tax Divisions.  

(d) Seperation of Adjudication work from routine tax administration,  
The structure of a central excise and service tax Commissionerate needs to be suitably modified to ensure speed in disposals, quick and responsive to tax payer’s requirements. This follows that there has to be a structure of officer oriented administration to ensure achievement of the stated objectives, accountability and render value based service. For example, adjudication of tax cases is one area where substantial changes need to be done to ensure fast and speedy disposal of cases. Pre- occupations of the field level original adjudicating authorities have been one of the major reasons for delay in the adjudication process, which delays the process of justice.  Adjudication need be separated from routine tax administration and stream lined so that the quality of dispute resolution set up is increased.  De-linking of the adjudication functions from the executive Deputy/ Assistant Commissioner will not only unburden the Divisions and ensure speedy disposal but will also make sure that the disposal of the cases is fair, transparent and survive the test of appeals. This adjudication set up should also contain Presenting Officers from the side of the Department before the adjudicating authority to effectively present the case covering all the legal lacunae and also to bring out the image of an independent nature of adjudication before the public.

(e) Strengthening of Audit by Creation of Separate Set-up for Audit under Commissioner (Audit) in each zone & placing of audit teams in Divisions.

CBEC while issuing Duties & responsibilities of Range/Sector Officers has stated that though preliminary scruitiny of all returns will be done at Range Office, detailed scrutiny of returns filed  will be only on selective basis as per guidelines of Return Scrutiny Manual being issued by CBEC.   This selective scrutiny of returns necessitates strengthening of Audit teams.

Shri. P.N.Vittal Das, Chief Commissioner of Vizhakapatnam Zone, the chairman of Study Group-II for Re-organisation of Combined Central Excise & Service Tax Commissionerates in his letter dated C.No.II/27/25/2008-CC (VZ) –Estt dated 21.11.2008 has stated that Movement from detection of tax evasion through scrutiny of prescribed returns to detecting tax evasion through audit trails of data recorded by the Tax paying entities, implementation of global standards like revised Kyoto Convention, Post clearance Audit Standards are required for augmenting tax collection.  Shri. C. Rajendran, Commissioner, Coimbatore – one of the member of study group-II  has also reiterated wider coverage and increase in the frequency of EA 2000 Audit necessitating creation of more Audit Groups.  

During the introduction of EA – 2000 itself, Director General of Audit ( CBEC) vide D.O.F.No.503/10/99 dated 14/6/2000 categorically stated that all audit parties under EA-2000 should be headed by at least one Group A officer. In the case of Audit, these directions may be implemented and corresponding amendments may be made to Annexure A – 1.
As in the case of adjudication, if the Audit set-up is delinked from the Tax Administration at the highest level and bring it under a Commissioner (Audit) in each Zone, not only specialized & dedicated monitoring of audit can be achieved, but this would also ensure that an officer who supervises the accepted the audit point would not decide the case also.

The functioning of these Audit Groups created can be made more effective by positioning Audit teams in Divisions itself, by retaining the audit planning & monitoring at Headquarters level., such that more time can be dedicated to the desk work  and actual audit.

(f) Strengthening Anti-evasion set-up in Divisions

It is elementary under a liberalized tax regime to introduce necessary measures to curb evasion. The curbing of evasions alone can result a long lasting impact on the cherished goal of enhancement of Tax - GDP ratio, restricting revenue deficit and out put growth. It may be noted that it is becoming more and more difficult and complicated to establish cases of evasion due to the use of sophisticated tools and techniques by tax evaders as well as relaxation of control over manufacturing units. Keeping these in mind, the proposed re-organization/ re-structuring may be done by creating more anti- evasion teams at Divisions with at least a AC/DC in charge for Central Excise and service tax with one Joint/ Addl. Commissioner in charge of the Anti-evasion. 

(g) Strengthening Division under Joint Commissioner level Officer


As proposed above, there will be a separate AC/DC at each Division for Adjudication and Each Division may be headed by a Joint Commissioner handling the works of overall administration and supervision and original adjudication at their own level
In the light of discussion above, this Association would like to put forth the following suggestion on the tax administrative set-up of Kerala Zone.

1. Re-organisation of present Service Tax Division at Cochin into a new Service Tax Commissionerate covering the entire Cochin Corporation and consequent creation of Service Tax Divisions under it.

2. Creation of one Service Tax Division at Trichur

3. Creation of One Service Tax Division at Calicut

4. Consequent changes in Cochin & Calicut Commissionerate Set-up

1.  New Service Tax Commissionerate at Cochin

The present service tax division at Cochin has more than 5000 assessees and revenue of 350 Crores in the financial year 2007-08.  In the present financial year though the growth rate is lesser than last year due to the rate reduction, the revenue is likely to reach the previous years figure of 350 Crores itself.  Therefore, as per the norms fixed by the Board, a new Service Tax Commissionerate may be formed at Cochin.   

	Divisions
	
	No. of Assessee
	Revenue (07-08)

	New ST Division A
	Converting A-Range
	1099
	80 Crores

	New ST Division B
	Converting B-Range & C Range
	1600
	92 Crores



	New ST Division C
	Converting D-Range
	1080
	88 Crores



	New ST Division D
	Converting E-Range
	1474
	93 Crores

	TOTAL


	5253

	353 Crores


2. New Service Tax Division at Trichur & Calicut

	DIVISION
	2007-08
	2008-09(Up to Dec)

	
	No. of Assessees
	Revenue 

 (Rs. In Crore)
	No. of Assessees
	Revenue 

 (Rs. In Crore)

	Calicut
	2601
	66.49
	2784
	42.96

	Thrissur
	1392
	67.25
	1937
	48.68 


CUSTOMS

Considering the huge revenue potential, effective tax administration and facilities to the trade and the public, it is proposed to have a Customs Division in Calicut by including the formations Beypore Port and I & E, U.B. Centre and Air Customs of Calicut Airport. A separate C I & IU wing under the direct supervision of  JC/ ADC may also be formed under this proposed Division. The Revenue Profile for the proposed Division is given as under:

	DIVISION
	
	2006-07

Revenue ( Rs. In crores)
	2007-08

Revenue ( Rs. In crores)

	Customs Division, Calicut
	Airport, Karipur
	1.56
	1.92

	
	I & E, Karipur
	7.44
	5.20

	
	U.B.Centre, Karipur
	3.86
	2.81

	
	Beypore Port
	55.34
	22.54

	
	Customs Intelligence & Investigation Wing
	-
	-



Total



      68.20


    32.47

CUSTOMS PREVENTIVE SET-UP

“The Mumbai terrorist attacks have highlighted the need for heightened vigilance and response to asymmetric threats emerging from the sea. We face such threats not only in the Arabian Sea area but also in the Indian Ocean. There is a marked increase in the attempts by various terrorist and other groups to use the blue waters around India for their nefarious purposes. This is a matter of great concern to all of us……. It is essential for our Navy, for our Coast Guard and the intelligence agencies to coordinate their efforts much more effectively on a real time basis. We need to develop credible strategies to counter all threats from the sea……. There is an inextricable link between India’s economic resurgence and our maritime power. ……..

As economic power shifts to Asia, the demand for energy and the volume of trade passing through the Indian Ocean region will expand enormously. This shift is being accompanied by the emergence of a host of threats that travel through the oceans and seas. …These include the transportation of weapons of mass destruction, small arms and other weaponry through the oceans to the hinterland; the threat of piracy in international waters; organized crime; drug trafficking; environmental degradation; rising sea-levels; their consequences, illegal migration and human smuggling.”   

(Relevant portion of text of Hon.PM’s message during inauguration of Ezhimala Naval Academy-PIB Release dated 08-01-2009)
“Time was when the Himalayan region was thought of as border, but now the coastal region, more specifically the Indian Ocean Region (IOR), has become more significant in terms of threat perception and therefore we need to be more vigilant when it comes to coastal security”, Defence Minister A.K. Antony has said. (Nov.25, 2008 – The Hindu Newspaper)

The entire Kerala State is bordered on the western side by the Arabian Sea. The coastal line of Kerala extents to 571 Kms from Parasala (on the southern side) to Manjeswar (on the northern side).

The Customs Preventive Work of state of Kerala (around 38000 sq.kms) covering the entire coastal lane of 571 Kms, Three International Airports, One Sea Port, a host of Minor Ports etc are presently looked after by a single Commissionerate headquartered at Cochin.

In view of its proximity to Sri Lanka, the presence of large number of migrants in Gulf countries etc,  Kerala Coast is traditionally considered to be vulnerable to smuggling of gold, contraband, arms, fake currency & drugs,.  That was the reason for setting up of a number of Shore Guard Parties (SGPs) and Special Customs Preventive Units (SCPs) in Northern Part of Kerala much before the formation of exclusive Customs Preventive Commissionerate.  

Therefore, It is suggested that a New Customs Preventive Commissionerate may be set up at Northern Part of Kerala with its headquarters at Calicut.  The consequent set up of two Customs Preventive Commissionerates would be as follows.

	Customs Prev Commtes 
	No. of revenue Districts under it
	Area of jurisdiction

& Extent of coastal Lane
	Important Customs Formation under it
	Present customs preventive formation under the area

	Cochin
	Trivandrum, Kollam, Pathanamthitta, Kottayam, Alleppey, Idukki, Ernakulam & Thrissur


	Coast - 300 Kms  

Area – 21430 Sq.Km
	Trivandrum AP

Nedumbassery AP

Cochin Port

Vizhinjam Port (Coming Up)


	1 CPU Divn and 1 R&I Divn at Kochi. 

And 6 units  viz

CPU,Ekm

CPU,Kottayam

CPU,Alleppey

CPU, Kollam

CPU,Trivandrum

CPU,Thodupuzha

	Calicut
	Palakkad,

Malappuram, Wynad, 

Calicut, 

Kannur & Kasargode Dist.

& Lakshadweep Island
	Coast  -271 Kms

Area-17063 Sq.Kms


	Calicut AP

Beypore MinorPort

Kannur AP 

(coming up)


	2 Divns at Calicut & Kannur and 14 units viz

CPU,Manjeswar

CPU,Kasargod

CPU, Uduma

CPU,Kanhangad

CPU,Kannur

CPU,Thalassery

CPU,Vadakara

CPU,Kozhikode

CPU, Beypore

CPU, Malappuram

CPU, Palakkad

CPU, Chavakkad

Narcotics  Unit, Palakkad

Marine workshop - Chaliyam




Revised Set-up of Kerala Zone

Consequent to the proposed new Commissionerate & Divisions the set-up of Kerala Central Excise Zone  would be as follows.   

	Commissi

onerate
	Divisions
	 Ranges
	   Revenue (2007-08) in crores

	
	
	
	Cen.ex
	S. Tax
	Customs

	Trivandrum C.Ex & ST
	Trivandrum C.Ex 
	6 Ranges
	
	
	

	
	Trivandrum S.Tax 
	5 Ranges
	
	
	

	
	Kollam C.Ex & S.T 
	9 Ranges,1 CH,1 sector
	
	
	

	
	Trivandrum Customs
	3 Ranges,
	
	
	

	
	Tvm Intl AP,ACC& I&E
	
	
	
	

	
	
	 
	
	
	

	Cochin C.Ex & ST
	Ernakulam I C.Ex & S.T 
	5 Ranges
	63.84
	
	

	
	Ernakulam II C.Ex & S.T
	7 Ranges, 1 CFS
	4542.02
	
	

	
	Kottayam C.Ex & S.T 
	8 Ranges
	82.87
	
	

	
	Thrissur C.Ex & ST 
	7 Ranges
	145.52
	68.25
	

	
	Muvattupuzha C.Ex & S.T
	6 Ranges
	62.63
	
	

	
	
	
	4896.88
	68.25
	

	Cochin Exclusive Service Tax
	
	
	
	
	

	
	Service Tax A Division
	
	
	80 
	

	
	Service Tax B Division
	
	
	92 
	

	
	Service Tax C Division
	
	
	88
	

	
	Service Tax D Division
	
	
	93 
	

	
	
	
	
	353
	

	
	
	
	
	
	

	Calicut  C.Ex & S.T
	Calicut C.Ex
	7 Ranges,  
	11.88
	
	

	
	Calicut Customs Divn 
	AP, UB, I&E and 1 Minor Port
	
	
	32.27

	
	Kannur C.Ex & ST 
	6 Ranges
	11.93
	19.74
	

	
	Palakkad I C.Ex & ST 
	5 Ranges
	59.56
	18.36
	

	
	Palakkad II C.Ex & ST 
	5 Ranges
	53.98
	4.54
	

	
	Calicut S.Tax
	
	
	69.49
	

	
	137.35
	112.13
	32.37


