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Commerce), Mr. S. Mohanadas (Treasurer), Mr. Niral Kadawatharatchie (Vice Chairman), Mr. Rohantha Peiris (Chairman), Mr. Nalin Rodrigo, Head of Cargo, Srilankan Airlines Ltd (Chief Guest at SLFFA AGM 2003/2004), Mr. Sunil Malawana (Immediate Past Chairman), Ms. Tania Polonnovita (Ceylinco Hellman Worldwide Logistics (Pvt) Ltd))
STANDING (Executive Committee): Left to Right – Mr. Ruwan Waidyaratne (MIT Cargo 
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INDUSTRY STATISTICS (In Volumes)

PERIOD – YEAR 2003-2004 and First Quarter of year 2005

Highlights

· The Overall Air Freight Imports declined by (1%) during 2002/2003 period and enjoyed a 4% growth in the period 2003/2004.  Exports growth was at 3% during 2002/2003 and 21% during 2003/2004 period & Transshipments reflected a growth of 36% & 25% in the same period.

· Ocean Freight Imports reflected a 10% growth during 2002/2003 & 15% growth in 2003/2004. Exports growth was 6% during 02/03 & 17% during 2003/2004 and Transshipments reflected a growth of 12% & 11% over the same period.

· The Overall growth of Air Freight (imports, exports and transshipments) was at 16% in 2004 compared to year 2003.

· In 2004, Colombo Port handled a record 2.2 million TEU’s surpassing the 2 million mark for the first time in its history reflecting a 13% growth over the corresponding period.

AIR FREIGHT – ANNUAL CUMULATIVE GROWTH
(Imports / Exports / Transshipments)
2003 / 2004
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OCEAN  FREIGHT – CUMULATIVE GROWTH
(Imports / Exports / Transshipments)
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AIR FREIGHT –MONTHLY GROWTH  COMPARISON

PERIOD – JAN – MAR 2004/2005
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IMPORTS

· Air Freight Imports in January 2005, grew by 168% percent compared to the corresponding period. Where as February reflected a 40% percent growth & March grew by 15% compared to year 2004. 

 EXPORTS

· Exports in January 2005 reflected a 12% percent growth compared to Jan 2004. The market declined by -4% percent in the month of February and grew at 8% percent in March.

TRANSSHIPMENTS

· Transshipments in January 2005, declined by -1% percent compared to Jan 2004.  February and March reflected a 13% & 16% growth. 

OCEAN FREIGHT- MONTHLY GROWTH  COMPARISON

PERIOD – JAN – MAR 2004/2005
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   IMPORTS

· Ocean Freight Imports in January 2005, grew by 5% compared to the corresponding period. Where as February reflected a 4% growth & March grew by 3% compared to year 2004. 

 EXPORTS

· Exports in January 2005, reflected a 14% growth compared to January 2004. The market declined by 3% in the month of February and grew at 1% in March.

TRANSSHIPMENTS

· Transshipments in January 2005, declined by 22% compared to January 2004. February and March reflected a 13% & 9% growth. 

AIR FREIGHT  OVERALL  GROWTH

( Imports / Exports / Transshipments)
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1st Quarter 2005
· The Total Air freight Tonnage for the 1st quarter of year 2005 was recorded at 35,447 Tons, Growth of 6,327 Tons (Growth of 22%) compared to the Corresponding Period.

	
	Jan
	Feb
	Mar
	Total Volume

(Tons)

	2005’ (1st quarter )
	13,075
	10,347
	12,025
	35,447

	 2004’ (1st quarter)
	8,787
	9,496
	10,837
	29,120


OCEAN FREIGHT OVER-ALL GROWTH
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(Imports / Exports / Transshipments)

1st Quarter 2005

· The Total Ocean freight volume for the 1st quarter of year 2005 was recorded at 563,969 TEU’s, Growth of 56,613 TEU’s (Growth of 11%) compared to the corresponding Period.

	
	Jan
	Feb
	Mar
	Total Volume

(TEU’s)

	2005’ (1st quarter)
	191,281
	170,406
	202,282
	563,969

	2004’ (1st quarter)
	162,635
	155,398
	189,323
	507,356


ANNUAL VOLUME GROWTH COMPARISON - AIR & OCEAN

(PERIOD 2002- 2004)

AIRFREIGHT
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OCEAN FREIGHT
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DEVELOPMENT OF THE AIR CARGO INDUSTRY

The Association has been emphasizing the need for greater investments in the aviation and airfreight related infrastructure to keep pace with the developments in the industry.  The need for greater decentralizing of cargo handling at the Airport is a must for furtherance of the industry.  

The Association welcomes the Government initiatives to develop the Airport and stresses the importance of implementing development plans, taking into consideration the future needs of the industry with the due consultation of relevant trade bodies and user groups, rather than seemingly ad-hoc developments, as has been the case in the past. 

The long overdue provision of infrastructure at B.I.A. is now in progress, with an awning of 3,500 sq. meters. completed and a new cargo terminal of 140,000 metric tons capacity due to be completed in the next twelve months together with a cargo apron.  SLFFA Cargo Services needs to ensure good accessibility by road, to the new terminal and awning with the assistance of Sri Lanka Airlines, the handler and Airport & Aviation Services Ltd.

To provide better protection for cargo in inclement weather, the 6,400 sq. ft. awning constructed in 2001, was modified with the installation of moveable doors, which could be drawn when necessary to provide protection. 

INDUSTRY REGULATIONS

Shipping Policy of Sri Lanka

The Ministry of Ports & Aviation has undertaken the revision of the “National Ports and Shipping Policy of Sri Lanka” as a maritime policy for Sri Lanka to be implemented with the co-operation of the public and private sector organization.  The Association with the assistance of the Ocean Freight Sub Committee, which has been given the directive to study the policy, would be making its submissions to the Ministry of Ports & Aviation shortly. 

Shipping Development Fund (SDF)

The Ministry of Ports & Aviation has conveyed its intentions to enact legislation to regularize the Shipping Development Fund and is in the process of considering views of all stakeholders in the shipping industry who, the Ministry feels should contribute to the fund.  The Ministry has highlighted the strong need for a Shipping Development Fund, as the Government is unable to provide funds for all the requirements in the field of Shipping.  The Ministry has already appointed a Committee to review the existing draft legislation and mode of operation of the Shipping Development Fund and as a stakeholder SLFFA has been invited to present its submissions in this regard. 

In this view, SLFFA has taken the position that the contributions for the fund should be collected through one recovery point and the ideal point would be the shipping line as all sea freight exports/imports are channeled through the shipping lines.  Although there are various stakeholders, they all perform services to the exporters/importers of this country who are the ultimate users of their services.  Therefore, all the service providers whether it be the lines, agents, forwarders, terminal operators, clearing agents or transport operators, will be compelled to pass these charges to the end users.  SLFFA further requested that all stakeholders have a representation on the Board and the Board must approve all fund distribution. 

Economic Service Charge (ESC)

Following the 2004 budget of the UPFA Government, many businesses, including freight forwarders, were required to pay 1% of turnover as Economic Service Charge (ESC) tax.  On behalf of the freight forwarding industry, the Association has forwarded its submissions to the Commissioner General of the Inland Revenue Department, who in return advised SLFFA that the ESC would be in force with effect from the year of assessment 2004/2005 under the provisions of the Finance Bill No. 30 presented to the Parliament on 07th September 2004.  ESC is payable for every year of assessment in respect of every part of the liable turnover of every trade, business, profession or vocation if the liable turnover is not less than Rs. 50 million for that year of assessment.  

The first installment of the ESC for the year of assessment 2004/2005 was due on 31st October 2005, where the Association advised its members to pay ESC only on the income/turnover excluding freight charges, transportation charges, and all other statutory charges.  

Since the imposition of ESC will have serious repercussions on the freight forwarding industry as a whole, the Association continues to pursue the matter with the Commissioner General of the Inland Revenue Department.  

SRI LANKA AUTOMATED CARGO CLEARANCE SYSTEM (SLACCS)

The Government of Sri Lanka through the Ministry of Trade, Commerce & Consumer Affairs initiated a project to automate cargo clearance activities of the country known as the Sri Lanka Automated Cargo Clearance System (SLACCS) in January 2002.

The objective of this initiative was to improve the process and procedure of cargo clearance by utilizing an Electronic System, thereby eventually achieving a substantial cost and time saving to the Industry involved with Import and Export trade.

The project has made progress to an extent where customers are able to process the Import CUSDEC (Customs declaration) electronically, which is transmitted through a switch at E-Services Lanka Ltd, which is the service provider for the electronic communication and messaging, facilitating the implementation of Sri Lanka Automated Cargo Clearance System (SLACCS).

In order to spear head the implementation process of Sri Lanka Automated Cargo Clearance System, the Ministry of Trade, Commerce & Consumer Affairs appointed an Advisory Council consisting of representations both from the State and Private sector organizations which are listed as follows:

Sri Lanka Customs

South Asia Gateway Terminal (SAGT)

Board of Investments (BOI)

Sri Lanka Ports Authority (SLPA)

Sri Lankan Airlines

Ceylon Association of Ships Agents

Association of Clearing & Forwarding Association

Airport and Aviation Services Sri Lanka

Exporters Association of Sri Lanka

Sri Lanka Shippers Council

Sri Lanka Bankers Association

Sri Lanka Freight Forwarders Association (SLFFA)

Ministry of Trade, Commerce & Consumer Affairs

Ministry of Industry, Tourism & Investment Promotions.

ICT Agency of Sri Lanka.

Nine SLFFA members have been identified to pilot test the transmission, the sub manifest, of which six pilots are currently test transmitting the sub manifest.  This transmission allows the sub-manifest to be transmitted to customs via the E-Services switch, however does not receive an acknowledgment, which would be the next phase considering it a live transmission. 

Whilst fully supporting the Government’s initiative to establish a modern and efficient SLACCS platform, the Association emphasized that the Government must ensure that the new system meets the requirements of all stakeholders in a cost effective manner.  The Association also requested the Government to continue the implementation of the Sri Lanka Automated Cargo Clearance System without impeding the progress achieved so far. 

THE AIR CARGO VILLAGE

With the installation of the CCTV there was a major boost to the member occupants in reducing the level of pilferage at the Air Cargo Village.  The new security measures and value added equipment enhanced the quality of services at the Katunayake, Air Cargo Village.  The Association at present is considering on upgrading the current security systems at the ACV, in order to provide its tenants maximum safety and reliability. 

The imposition of an entry fee on all vehicles that enter the Air Cargo Village has caused a heavy burden on all cargo village users’ operational costs as well as creating numerous delays and inconvenience to the cargo village staff in carry out day-to-day activities.  The Executive Committee met with the Chairman, and senior officials of AASL to seek a possible solution to this unjust action by the AASL.  The tenants of the Air Cargo Village also strongly protested against the entry fee, which was imposed on 01st May 2005.  Regardless of the efforts made by SLFFA, ACV occupants have not yet received any positive response and AASL continues to levy an entry fee on all vehicles entering the ACV premises.  The Association has further requested the assistance of Srilankan Ailrines Cargo Ltd in its plea to persuade AASL to avoid charging an entry fee for vans and trucks that enters the cargo village premises for loading and unloading purposes.  

During the year under review the Association made submissions to the Airport & Aviation Services (SL) Ltd, to reduce the proposed 10% annual increase of rental for warehouses at Air Cargo Village.  SLFFA’s request to reduce the annual rent was rejected by AASL as the Bandaranaike International Airport was going through a huge construction program spending billions of rupees and the value of all airport properties were being appreciated in proportion to the large-scale facility and service level improvements, which would bring about by the upgrading of Airport Infrastructure. 

For the second consecutive year, SLFFA organized a Six-A-Side Cricket Tournament for the staff of SLFFA member occupants at the Air Cargo Village.  16 tenant companies participated at this years’ event. 

SLFFA CARGO SERVICES LTD

SLFFA Cargo Services Ltd, a commercial venture established by 26 members of the Association, operates an import cargo terminal at the Colombo International Airport.  This is a unique operation managed by an independent management and Board and has shown an impressive performance since its inception in 1994.  

The gross turnover of the company declined marginally when compared with the previous year due to the lack of growth due to a steady increase of cargo cleared on a demurrage free basis and an increase of only 1.47% of delivered cargo from the SLFFA Cargo Services facility, over the previous year.  Comparatively, cargo discharges at B.I.A. during the same period had increased by 17% approximately.  

SLFFA Cargo Services Ltd regrets that it has not been able to achieve 100% usage of the SLFFA CS facility at Katunayake, by the shareholders.  However, about 38 non-shareholders, who are members of SLFFA, clear their cargo through SLFFA Cargo Services.  It is encouraged that all shareholders as well as members of SLFFA should utilize the facility at Terminal II for clearing their cargo from the Bandaranaike International Airport. 

DEBTOR’S DATABASE 

The Association continued its efforts in encouraging SLFFA members to submit their debtors’ information to the Debtors’ Database maintained by the Ceylon Chamber of Commerce.  The Association is also mindful of the benefits such a databank could offer the industry as a whole and have been negotiating with a number of private organizations that would be interested in managing the database system.  
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