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KARNATAKA STATE BEVERAGES CORPORATION LIMITED
BANGALORE

CITIZENS CHARTER

I. Introduction:

KSBCL was established as a Private Limited Company under the Companies
Act, 1956 for the Sourcing and Distribution of Indian made Liquor and Foreign
Liquor. For this purpose, Government of Karnataka has issued a Distributors license
to the company under the Karnataka Excise (Sale of Indian and Foreign Liquors)
Rules, 1968. All manufacturers / suppliers who want to sell liquor or beer in
Karnataka, whether produced in Karnataka or outside have to canalize it through

KSBCL only ( Liquor includes Indian Made Foreign Liquors, beer and wine).

II. Vision:
To provide an equitable, efficient and transparent system for distribution of

duty paid liquor and spirit in the state, thereby enhancing Government revenues.

III. Mission:

* To constantly strive to work for the satisfaction of all stake holders viz
consumers, retailers, manufacturers / suppliers, KSBCL and the Government.
To constantly improve the delivery systems

e To function in a manner that is transparent, customer friendly, consultative
and participative.

* To bring in best practices in Material Management, trading, financing and
relationship management

* To effectively monitor sale of spirit, to track the sales in terms of end users.

IV. Duties and functions of KSBCL:

The Corporation’s role is to facilitate all licensees (manufacturers/ suppliers/
distilleries) to sell their liquor only to the Corporation. Hence, it receives the liquor,

stocks the liquor at its depots, and buys the liquor at the time of sale, sells liquor and
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pays for the liquor purchased. In this regard, the working system of the Corporation

can be summarized as follows:

The manufacturer / supplier intending to sell his liquor, furnishes requisite
information to KSBCL and an agreement is entered into between the
manufacturer and KSBCL, as per the proforma prescribed in the Handbook of
Liquor Sourcing Policy of the Corporation

The manufacturer to the extent of Order For Supplies (OFS) issued by
KSBCL, on his request, pays the Excise Duty /Additional Excise Duty etc and
delivers the liquor in carton boxes to the designated depots. The Carton boxes
are unloaded and stacked after inspection by the depot personnel.

Only good quantity is taken to the stock and acknowledged

The manufacturer raises Sales Invoice on KSBCL, to the extent of the quantity
supplied by him. However, as a policy, which is agreed to by the
manufacturers, KSBCL holds the goods as an consignment for sale.

KSBCL sells to the retail licensees (called Retailers). Retailers, pay by DD or
Director Transfer and request for supply of liquor. Against such payment,
liquor is sold to them.

Each retailer is attached to a certain depot. The retailer has to buy only from
the depot to which he is attached.

At the time of sale to the retailer, purchase is made from the manufacturer to
the extent of purchases, which is equivalent to the sales made to the retailers,

payment is made to the manufacturers / suppliers on weekly pay out day.

V. Margin Money:

e In order to make the activity self-sustaining Government of Karnataka has
permitted the company to charge a margin on sales and accordingly at present,

the company is charging 0.5% margin on all sales.
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VI. Privilege Fee to Government of Karnataka:
e The Government of Karnataka charges privilege fee in return for its
Distributor license given to the company. The percentage of privilege fee
from time to time on the company’s margin and the privilege fee paid is given
below year-wise.

Rs. in Crores.

Year Percentage of margin as Privilege fee actually

privilege fee remitted to the

Government
2003-04 1.64 21.50
2004-05 1.57 32.00
2005-06 1.53 41.00
2006-07 5.15 165.54
2007-08 6.00 345.38
2008-09 6.85 479.64
2009-10 6.90 570.14
2010-11 6.90 695.15
2011-12 6.90 (4/11 to 6/11) 829.41
7.00 (7/11 to 3/12)

VII. Advances to supplier / manufacturers:

As an industry friendly measure the company, extends advances to the
suppliers, against the excise duty and additional excise duty paid by them on the fast
moving stocks, held by the company. Such advance carries an interest rate of 18%

per annum.

VIII. The major policies of the Company :

The policies of the Corporation have been framed to bring in systems which
help in achieving the objectives of the company, mainly the proper liquor
canalization. The detailed liquor policy of the company is available in the company’s

website (www.ksbcl.com)
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IX. Achievements of KSBCL :
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Increase in Excise Revenue to Government of Karnataka,:

After formation of the Company by the Government, there is considerable

increase in the revenue to Government by way of excise duties. The details of

revenue earned, year-wise is as follows:

Year Revenue earned Increase in revenue, in
during the year terms of percentage
(Rs. in Crores.) compared to base year
2002-03
Prior to formation 599.00 --
of the Corporation
in the year 2002-03
2003-04 977-00 63.11
2004-05 1221-00 103.84
2005-06 1512-00 152.42
2006-07 1954-00 226.21
2007-08 3460-00 477.60
2008-09 4881.17 715.00
2009-10 5881.30 884.85
2010-11 7259.76 1112.00
2011-12 8383.14 1299.00
Best Working Model:

The working model developed by the Corporation and the best practices which

it has evolved has attracted accolades from many quarters and similar corporations

else-where in the country have tried to emulate these practices, of course with

modifications to suit the local needs.

Weekly Payment:

One of the big constraints for development of the liquor industry in Karnataka

was acute shortage of working capital availability for the suppliers, specially, because

liquor does not come under priority lending in the banking industry. Funds of many
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manufacturers/suppliers were getting locked in unrealized sales. To remove this
bottleneck to the extent possible, the company evolved a system by which it has tried
to ensure payment on the designated weekly pay out day. The company’s record in

this

regard is outstanding. In more than 99% cases; the company has ensured that the
payment is done on the designated weekly payout day. On account of this,
manufacturers/suppliers are sure of their cash inflow and therefore, are in a position to
manage their cash flows much better than earlier, resulting in higher production and

higher sales and consequently, higher revenue to the Government.

Canalization of Spirit:

When the company came into existence, the mandate of the company was only
to canalize IML and beer. However, with effect from November, 2003, partial
canalisation of spirit was entrusted to the company and subsequently from September
2004, total canalization of spirit was entrusted to the Company by the Government,
which, of course, indicates the faith of the Government in the company’s abilities in
efficient canalization. After spirit canalization was also entrusted to the company, the
company has come up with many best practices like OTLs etc. which have resulted in

proper accounting of the spirit manufactured and the usages to which it is put to.

Direct Sales to Retailers:

Up to 30.06.2006, the company was selling only to wholesalers (183 Nos. as
on that date). However, the Government took a decision to abolish wholesaler system
with effect from 01.07.2006. Consequently, the company was required to sell
directly to retailers. The number increased from 183 to 9133 (as on 30.06.2012 ).

The company has met this challenge successfully.

After establishing this Corporation, the Corporation has collected the margin

money as detailed below :
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Year Margin money collected
2003-04 26.08
2004-05 42.24
2005-06 53.08
2006-07 179.41
2007-08 384.81
2008-09 500.69
2009-10 589.62
2010-11 719.24
2011-12 850.38

X. Organisation Structure:

Board of Directors :

1) Sri L.V.Nagarajan, IAS, : Chairman
Addnl.Chief Secretary to Government,
Finance Department,
Government of Karnataka
Vidhana Soudha,
Bangalore — 560 001

2) Sri Ajay Seth, IAS, : Director
Principal Secretary to Government
(Budget & Resources)
Finance Department,
Government of Karnataka
Vidhana Soudha,
Bangalore — 560 001

3) Sri Aravind Jannu, IAS, : Director
Excise Commissioner
Government of Karnataka
Vokkaligara Bhavana
K R C Circle
Bangalore — 560 027

4) Dr.Sandeep Dave, IAS, : Director
Managing Director
M/s. Karnataka State Beverages Corporation Limited
78, Seethalakshmi Towers,
Mission Road
Bangalore — 560 027
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MD is the Chief Executive Officer of the Company. He is assisted by Senior
Executives viz Executive Director (Finance), Executive Director (Operations),
Executive Director (A&l), , General Manager (Operations), General Manager (MIS),

General Manager (Finance) and Company Secretary and their respective teams.

Personnel:

The Corporation, by and large, has not recruited its own employees and almost
all employees are taken on deputation from Government / other PSUs. These
deputationists are assisted by persons who have been taken on contract/outsourced, on

the basis of actual requirement. The total strength as on 31.03.2012 is 435

The company has established 53 IML depots. The company may establish
some more depots as would be required. In addition to this, the company has 37 spirit

depots which are located in distillery premises itself.

XI. Training:
The company gives high priority for training. The company has regular
induction training modules for new comers. The company also sends its staff and

officers for refresher courses.

XII. Extensive Usage of L.T.:

The company has computerized systems at the depots as well as at Head
Office which has not only resulted in reduction of manual work, but also has
quickened the pace of service to customers. The system captures data at the primary
levels i.e. Depots, as and when transactions take place and forms into an up to date
data base from the depot concerned. Through synchronization of data of all depots,
the Head Office gets its integrated data-base, consisting up-to-date information of all
depots and also of Head Office. The data synchronization takes place at the end of
each day. This helps in generation of various management information reports,

proper accounting and audit etc.
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XIII. Audit:

The depots are audited by the designated Chartered Accountants on monthly
basis. So also, HO transactions are audited by the designated Chartered Accountants.
In addition to this, the Internal Audit Wing of the organisation takes up independent
audit wherever necessary. Besides this, annual accounts get audited by Statutory
Auditors appointed by the Comptroller and Auditor General of India, at the time of

finalisation of annual accounts.

XIV. Stock Management :

Proper stock management is the core of the company’s activities. Therefore,
the company attaches highest importance to this aspect and instructions have been
issued to the depot personnel to physically verify the stock as far as possible each day.
Physical verification of stock by the designated auditor is compulsorily done every
month on 2™ Saturday or any other designated day and the differences, if any,

between the ground stock and the book stock are attended to on priority basis.

XV. Public relations, Redressal of public grievances:

Information about the company is available to the public in the company’s
Website (www.ksbcl.com). Important news / circulars / policies are available on the
website. In addition to this, all the stake holders including the general public are free

to contact officers of the company on any official issues, during office hours.

As required under Right to Information Act, 2005, Public Information Officers
and Assistant Public Information Officers have been appointed and the list of PIOs /
APIOs, along with their address is available in the website. Besides this, Manual as
required under RT Act 2005, has been prepared as required under Sec.4 of the said

Act and the same is available on the Company’s Website.
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XVI. GENERAL :

We seek
To be Fair

* By being impartial and objective

* By being transparent

* By disclosing all our business practices through “Liquor Sourcing and Sales
Policy” and “Spirit Sales and Sourcing Policy” widely circulated to
stakeholders and available on the website.

To be helpful

* By being courteous and efficient

* By displaying names, designations, telephone numbers and locations of the
officials

* By informing our customers, mainly the retailers and the manufacturers their
rights, duties, entitlements and obligations under the policies of the company.

* By making available all relevant information on the Website.

To be efficient

* By making payments on the weekly pay-out day without fail.

* By issuing OFS for supplies and stock transfers, on demand, normally within
6 hours

* By paying advance to manufacturers/suppliers against ED/AED paid by them
in accordance with the published liquor policy of the Company

* By providing business information/data to the manufacturers / suppliers and
retailers

e By issuing TCS Certificates within May end after completion of the
respective Financial Year.

* By attending to client i.e. suppliers and retailers by way of accepting supplies
and selling the goods, certainly during normal working hours, but also
wherever exigencies require, beyond working hours.

* By unloading supplies received against OFS within minimum time.

* By providing cashless transaction facilities through EFT and DDs through
network of 14 Banks spread throughout the State.

* By providing free insured storage for all supplies, for all stocks, for a period
of 90 days.

To be compliant with all laws in force

* By authorizing spirit and liquor movement between buyers and sellers on the
basis of Excise authorities’ permits
* By remitting tax collected in terms of approved schedules
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By contributing to State and National exchequer through taxes, fees, charges

etc., as per rules and regulations in force.
* By stocking only duty paid liquor in our depots

We expect our clients / customers

* To be practical, honest and accurate
* Retailers to sell the Goods within the MRP




