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TARIFF AUTHORITY FOR MAJOR PORTS

G.No. 95 New Delhi, May 5, 2011

NOTIFICATION

In exercise of the powers conferred by Section 48 of the Major Port
Trusts Act, 1963 (38 of 1963), the Tariff Authority for Major Ports hereby disposes of
the proposal of the Chennai Container Terminal Private Limited for general revision

of its Scale of Rates, as in the Order appended hereto.

(Rani Jadhav )
Chairperson



Tariff Authority for Major Ports

Case No. TAMP/55/2009 — CCTL

The Chennai Container Terminal Private Limited ~ ----- Applicant

O RDER
(Passed on this 25" day of March 2011)

This case relates to a proposal received from the Chennai Container

Terminal Private Limited (CCTPL) for general revision of its Scale of Rates.

2.1. This Authority passed an Order on 28 March 2007 relating to the
proposal received from the Chennai Container Terminal Limited (CCTPL), a private
container terminal operator at the Chennai Port Trust (CHPT), for general revision of
its Scale of Rates. This Order was notified in the Gazette of India on 18 April 2007
vide Gazette No.89.

2.2. Subsequently, with reference to the above mentioned tariff Order, the
CCTPL vide its letter dated 7 June 2007 filed an application for review of the Order.
The CCTPL review application was processed following the usual consultation
process. This Authority vide its Order dated 19 June 2008 disposed of the review
application made by the CCTPL. This Order was notified in the Gazette of India on 2
July 2008.

2.3. The validity of the Scale of Rates of CCTPL notified in April 2009 was to
expire on 31 December 2009. Since the proposal filed by CCTPL in November 2009
was in consultation stage, this Authority vide its Order dated 31 March 2010 has
extended the validity of the Scale of Rates of CCTPL upto 30 September 2010,
subject to fully adjusting the additional surplus, if any, over and above the admissible
cost and permissible return for the period post 31 December 2009 in the tariff to be

determined.

3.1. Clause 3.1.2 of the tariff guidelines of March 2005 requires a major
port/ private terminal operator to file its proposal for review of its tariff, at least 3

months before these are due for revision. That being so, the CCTPL should have



filed its proposal by 30 September 2009. After reminders, the CCTPL requested this

Authority for grant of time till 24 November 2009 for submission of its proposal, on the

ground that the economic slowdown and the advent of the 2" container terminal at

the CHPT have impacted the CCTPL’s projections for future volumes and the effect

of its investment in 2 number of brand new quay cranes which are in the process of

commissioning. In this backdrop, the CCTPL vide its letter dated 24 November 2009

has filed a proposal for general revision of its Scale of Rates.

3.2.
below:
1.
().
(ii).
(iii).
(iv).

The main points made by the CCTPL in its proposal are summarised

General

CCTPL’'s performance has improved steadily and all productivity
parameters have been met or exceeded in spite of the terminal
operating at close to its capacity. This has been achieved by a
combination of investments in new container handling equipments,
improved terminal operating systems and a host of process re-

engineering activities.

Terminal’'s throughput has increased from around 8.29 lakh TEUs in
2006 to around 11.99 lakh TEUs in 2008.

The extraordinary efficiency has attracted several main line operators to
deploy their large main line vessels at the terminal and the Chennai

Port is now connected to more that 50 Global ports with direct services.

Crane productivity has been improved from 22 moves per hour per
guay crane in 2006 to over 27 in 2009 through continuous training of its

man power and investing in the best quality equipment available.



().

(ii).

Tariff Proposal

Tariff structure

Tariff structure as adopted by TAMP in the previous tariff notification
has been broadly maintained. However, based on the activities
performed in the last two years and the procedural changes brought
about in the past to improve efficiency and productivity, CCTPL has
proposed to realign certain tariff items as well as introduced some new

tariff items.

Excessive over-dimensional containers including containers exceeding
40 MT in gross weight

With many industries being set up in the vicinity of Chennai the
requirement for importing Capital goods equipments for setting up the
projects has increased substantially. Some of the cargoes are shipped
in flat rack containers and exceed in length beyond 52 feet. Such
containers are delivered and received directly to / from the customer’s
vehicles. As this involves a considerable amount of time to carry out
the operation and the crane cannot be used for normal container
operations during the period of its use for the excessive ODCs, the
CCTPL proposes to charge for handling such containers on the basis of
the number of normal containers that would have been handled in the
same time frame. Such containers take approximately 35 minutes to
handle each container. The norms specified by TAMP for crane
productivity is 25 moves per hour. It is hence proposed to levy a
charge equal to 15 times of the quay crane handling plus container
wharfage plus cargo wharfage chargeable for 40 ft length of ODC. The
impact of this proposal will be ¥16 lakhs per annum which is considered

in the revenue estimates.



(iil).

(iv).

Weighment of containers

The CCTPL has received a written request from Chennai Customs to
carry out weighment of import containers before it is gated out of the
terminal. Additionally, the Chennai & Ennore Port Steamer Agents’
Association (CHENSAA) have requested the terminal to evolve a
system for measuring the weight of export containers individually. The
present system of weighing the trailer along with the export containers
has been found to be unsatisfactory and has lead to instances of over
loading of vessels due to wrong declaration of the gross weight of the
containers by the shippers. It is proposed to weigh all containers
handled at the terminal by utilizing the weighing feature incorporated in
the Rubber Tyred Gantry (RTG) and capture the weight in the terminal
operating system. This weighing involves additional resources for
calibration and certification of the weighment as per law and capture of
the information and its transmission to the terminal operating system. It
is, therefore, proposed to levy a charge of 3250 for a 20 ft container and
proportionate increase for 40 and 45 ft container as per TAMP norms.
Since major volume for this service is not foreseen, the impact would be

negligible.

Fumigation of Tobacco containers

The CCTPL has been charging 32200 per 40 ft container for facilitating
fumigation of tobacco containers. This charge is felt to be deterrent by
the trade and a written request has been made by the largest exporter
of tobacco to reduce this rate. Hence, it is proposed to reduce this rate
to 1000 per 40 ft container. Since the tobacco exporters are able to
avail of the facilities at an off-dock CFS for approximately ¥900/- per
container, this reduction in tariff will enable CCTPL to utilize its
resources in a more gainful manner. The impact of this reduction in
CFS revenue will be Y11 lakhs per annum which is factored in the

revenue estimates.



(V).

(vi).

(vii).

CES charges in Indian Rupees

The CCTPL CFS located within the port is competing with 25 other
CFSs within Chennai. The customers of CCTPL CFS have expressed
the opinion that the charges levied for services rendered at the CFS
may be denominated in INR alone as it will insulate them especially
passengers returning from abroad with the baggage against exchange
risks and the rates can be quoted by the CHAs, Forwarders etc., to their
ultimate customers with a greater degree of certainty. This will not have

any variation in revenue estimates.

Stuck twist lock removal

In many instances, import containers off loaded from a vessel have
been found with the twist lock jammed in the container casting. This
requires the container to be segregated on wheel and special
equipment to be used for removing the jammed twist lock before it is
sent to the yard for stacking. This has to be done in a time critical
fashion as the ITV on which this container is loaded cannot be used
until the jammed twist lock is removed and the twist lock has to be
returned to the vessel before it sails from the terminal. It is proposed to
deploy additional resources to enable removal of the jammed twist lock
immediately upon its discharge to ensure (1) the ITV is not kept idle, (2)
the twist lock is returned to the vessel immediately and (3) the container
can be offloaded safely in the yard. Hence it is proposed to levy a
charge of ¥1000/- per twist lock removal. The current charges incurred
by a container operator to free the jammed twist lock by use of outside
agencies cost around ¥2000/-. The revenue realization for this service

will be negligible.

Reduction in free dwell time for import containers

The norms for calculation of yard capacity by TAMP assume import

dwell time of 2 days. The procedure of CCTPL have enabled import



(viii).

(i%).

dwell time to be reduced to an average of one day only. Additionally,
customs import documentation is required only for containers imported
by ACP clients since all other laden containers are moved to an off-
dock CFS for further customs processing. With the various other
improvements in process, dwell time for import containers has reduced.
Hence, it is proposed to reduce the free days allowed for import
containers to 2 days from the existing 3 days. Additionally, the
exclusion of customs holidays falling within the free days from the
calculation of free days should be dispensed with since the ACP
importers are not affected by customs holidays, if any due to various
improvements in procedures introduced by the customs for the ACP

clients.

Volume Discounts

CCTPL has invested in 2 brand new quay cranes during September
2009 at a value of X115 Crores. In order to fetch effective return on this
additional investment CCTPL has to not only retain the existing volume
but also enhance the throughput. Hence, it is proposed to introduce a
volume discount scheme applicable for all customer achieving threshold
volumes during a year. This scheme will be made applicable to
shipping line that uses the services of CCTPL to handle more than
20000 TEUs of containers during a calendar year. The impact of this
discount works out to approximately 3% of the terminal revenue which
has been incorporated in this submission. The Authority is requested to
notify this rebate which will enable the CCTPL to minimize the revenue

share cost which otherwise would be passed on to the trade.

Traffic

The traffic handled during 2008 was 1199618 TEUs. The Chennai
Container market is expected to contract by about 6% during 2009 and

with the advent of the International Container Transhipment Terminal at



0.

(ii).

Vallarpadam, Cochin which is expected to draw a substantial portion of
the hinterland volumes, grow marginally by 3% in the next and an
average of about 8% in the subsequent couple of years. The 2™
terminal at CHPT has commenced operations from 4 June 2009.
Hence, from 2010 onwards the volume dynamics at Chennai would
change as both the terminals, next to each other, would be wooing for
the same traffic especially in an environment of negligible growth. It is
hence expected that in 2010, 35% of the total available volume would
be captured by the new terminal next door. This will result in CCTPL
volume reducing to 750000 TEUs. In 2010 the new terminal’s share will
increase to 36% and hence CCTPL would achieve a volume of 800000
TEUs.

Revenue Assumptions

Exchange Rate

The average exchange rate for 2009 has been assumed at 1 US $ =
¥47. With the global recession impact looming over India and there has
been a decline in the growth rate of world wide economy as well as
Indian economy it is difficult to predict the movement of exchange rate.
However in view of the fact that the growth rate in India is expected in
the range of 6% with is more as compared to USA and other European
countries the rupee appears to be set for a appreciation. Hence,
irrespective of the short term and sporadic spurts in the US dollar,
Indian Rupee will continue to appreciate against the US dollar.
However, CCTPL has considered only a moderate appreciation of X1
per US $ and considered the projections assuming an exchange rate of
1 US $ =346/-

Container mix
The container mix has been based on the trend seen during 2008 and

2009. As the level of industrialization increased and the mix of volume



(iil).

of finished products Vs input components / raw materials increase the
number of 40 ft containers will increase as a percentage of the overall
traffic. However, it is important to note here that as the volume of any
terminal increases, the number of 40 ft boxes increase as compared to
20 ft boxes. This is the trend all over as 40 ft offers economy of scales
to the importers and exporters. In the past 5 years, the 20-40 ratio at
Chennai has been rising steadily as enumerated below:

2006 2007 2008 2009
20 : 40|1.34 1.34 1.36 1.33
Ratio
Based on the above the CCTPL have considered 1.36 for the future

years.
Also the ratio of empty to laden containers is on substantial increase

and the trend is shown below:

2006 2007 2008 2009

Empty 89.11 88.12 87.13 84.16
Ratio

This trend is expected to continue over the next tariff cycle.

Storage income

CCTPL is a container terminal constrained by yard space because of
extremely small back up area and lack of space to expend the transit
yard. Hence, in order to cope up with the growing volume, it becomes
necessary to evacuate import boxes quickly and efficiently. This is due
to majority of import containers to off-dock CFSs at the earliest possible
of its landing at CCTPL. This has resulted in substantially reduced
dwell time of import boxes to an average of 1.2 days, thus reducing the

storage revenue on import containers.

2007 2008-09 2009
(15 months) (9 months)
TEUs 1052993 | 1447138 852480
Storage revenue (lakhs) 475 556 143
Storage revenue — per TEU | 45 38 17




(iv).

(V).

This en-block movement of import boxes has substantially reduced the
storage earning of CCTPL. Due to this average storage revenue per
TEU has come down from ¥38 to ¥17. Based on the above estimate of
¥18 per TEU of storage revenue has been considered in the
projections.

Terminal benefit

Since all the existing or proposed assets upto 2009 would be fully
written off well before the end of licence agreement period, no terminal
benefit would accrue from these assets. Nothing would be payable by
the CHPT on these fully depreciated assets. Hence, only 10 million US
dollars has been considered as terminal benefit and discounted at 15%

per annum to arrive at the notional income from all the years.

Duty free scrip under SFIS (Serve from India Scheme)

CCTPL received during the years 2007 and 2008-09 duty free scrip
under SFIS for a value of ¥20.83 crores. Depending on the usage of
the scrip, the duty amount is capitalised or added to the material cost.
Since this is not a normal business revenue this has been excluded

suitably in revenue as well as capital employed.

Expense Assumptions
The assumptions for estimation of expenses and the increase

considered by the CCTPL are tabulated below:

Sl. No Expenses Increase considered Grounds
1. Unionized 42% in 2009 Prevailing wage settlement
labour
40% in 2010 Long term wage settlement is due in
2010

5.8%in 2011 & 12
The number of workers has been kept
constant at the levels required.

2. Non- 15% per annum The increment trend in the Indian
unionized Corporate Sector and the various
labour surveys and analysis conducted in

2009. This is also in line with the
average increase given in 2007 and

2008.




3. Electricity 10% in 2010 No increase in the last 3 years.
cost
5.8% per annum for | Nominal
the rest of years
4, Fuel cost 11.26% in 2010 Market inputs on global oil prices.
10% per annum for | Nominal
the rest of years
5. ITv hire | 10% year over year | Diesel price increase and normal
charge from 2010 inflation expected during the period.
6. Lashing 10% in 2010 General wage levels in the segment is
contract cost expected to raise by 10%
7. CFS and | Actual negotiated | Negotiated rate
checkers rates for 2009
contract rates
10% increase per | Nominal
annum for the rest of
years
8. Marketing 10% in 2010 Increased market expenses that would
expense be required due to the competition from
12% in 2011 the 2™ terminal.
15% in 2012
9. All other | 10% General inflation rate
expenses
10. Depreciation Rates as per | Revised tariff guidelines.
Companies Act or as
per the life norms
prescribed in the LA
whichever is higher
11. Leas rentals | As per the arbitration | CHPT preferred an appeal against the
to CHPT award given in March | stated order in June 2006. The Madras
2006 at %1 per sq. mtr. | High Court dismissed the application of
per annum for land the CHPT in June 2008. HOWeVer, the
allotted to CCTPL. matter is sub-judice since CHPT has
preferred an appeal before the Division
Bench of Madras High Court. Status
guo on the original stand is maintained
12. Technical At cost Income Tax authorities has allowed this
Service fee to expense without any adjustments.
P & O Ports

This is also in line with the revised tariff
guidelines of TAMP.

The CCTPL proposal is as follows:

The CCTPL has sought an increase of 16% on all the tariff items over

the existing tariff. Subsequently, the CCTPL while responding to the

comments of users has stated that it has sought an increase of 18%

over the existing tariff.



(i).  As brought out earlier, it has proposed to realign certain tariff items as

well as introduced certain new tariff items.

5. The estimated container traffic and financial position as reflected in the

cost statements furnished by the CCTPL are as follows:

Estimated container traffic

Year Container traffic (in TEUS)
2009 (9 months) 852480
2010 780000
2011 820000
2012 850000

Il. Estimated Financial position

Sl. Years Operating income Net surplus(+) / Adjus- Net adjusted Net surplus(+) / Deficit(-)
No. R in lakhs) Deficit(-) tment surplus / deficit as % of operating income
R in lakhs) of 50%

Existi- Propo- Existi- Prop- of sur- MEyis: Propo- Existing Proposed
ng sed ng osed plus of | ing sedrates | Rates Rates
Rates Rates Rates Rates 3307' rates

1. 2010 21130 24940 (5848) (3003) 1794 (4054) (1209) -19% 5%

2. 2011 22155 26150 (6628) (3666) 1794 (4834) (1872) -22% 7%

3. 2012 22924 27057 (6402) (3333) 1794 (4608) (1539) -20% -6%

Average net surplus / deficit as a percentage of o perating income -20.33% -6%
6. The CCTPL did not furnish the draft Scale of Rates along with its proposal.

While acknowledging the CCTPL proposal, the CCTPL was requested to furnish its draft
Scale of Rates. The CCTPL vide its letter dated 22 December 2009 has furnished its
draft Scale of Rates.

7. The CCTPL requested to not circulate the Annual Report, investment
details and computation of designed capacity of the terminal. However, as stipulated in
Clause 3.2.4. of the tariff guidelines 2005, CCTPL has not explained as to how any
irreparable damage will be caused to it, if its request is not acceded to. Hence the entire

proposal as received from the CCTPL (except the Annual Accounts) was circulated.

8. In accordance with the consultative procedure prescribed, the proposal
from the CCTPL alongwith the proposed draft Scale of Rates was forwarded to CHPT
and also to the concerned users/user organisations for their comments. The comments

received from the CHPT and some of the users were forwarded to the CCTPL as



feedback information. The CCTPL has also responded on the comments of CHPT and

the users.

9.1.

to furnish additional information/ clarifications. The CCTPL has responded to our queries.

Based on a preliminary scrutiny of the proposal, the CCTPL was requested

The queries raised by us and reply of the CCTPL are tabulated below:

Sl. No. Our queries Reply of CCTPL

(A). General:

(). The revised tariff guidelines stipulate that tariff | In the draft scale of rates, this should be
should be linked to benchmark levels of | incorporated.
productivity. CCTPL has stated that it has
improved its crane productivity in 2009 to more
than 27 moves per hour per quay crane, which
may be incorporated in the existing
conditionality prescribed at Section 2.12 in the
Scale of Rates of CCTPL.

(ii). CCTPL has not filled up the table at SI.No.8 of | We are taking into account the proceeding
Form-1. CCTPL to state whether there is any | orders in the case of NSICT (TAMP/14/2008-
deviation from the revised tariff guidelines in | NSICT Dt. Sep'08), JNPT (No.34 dt. 12-Mar-
framing the current tariff proposal in reference. | 09) for the basis on which our tariff has been

calculated.
(iii). CCTPL has stated that its pricing strategy is | We have not indicated that the pricing is
performance based apart from cost based. | performance based. Please refer to our
CCTPL to bring out the impact of the | submission in Form -1 [In form-1 it is stated
anticipated improvement in performance on | that pricing strategy is cost based and market
the unit price. based]
(iv). | This Authority vide paragraph no.14(xi) of its | CCT do not maintain Activity based costing
Order dated 28 March 2007 had advised | and hence this cannot be provided.
CCTPL to gear up its internal system so that it
can draw up its proposal supported by cost
details for individual activities at the time of
next review of its tariff. The CCTPL to furnish
the cost elements considered in the proposed
charges.
(v). (a). The year 2009 is already over. Trafficand | CCT has now changed its Statutory
financial / cost details for 2009 may be | Accounting Period from Calendar Year to
furnished at actuals. Financial Year and the first Accounts after the
change has been drawn up for a period of 15
months ending 31st March 2009. Hence we
will be reporting based on the FY. The account
for the year 2009-10 is already over and the
same has been incorporated in this
submission.

(b). Likewise, actuals for the period from | The period of January to March 2010 is

January — May 2010 may be furnished. already covered within the period of the Audit
Accounts. We are attaching the actuals for the
period for April to June'l0 as required by the
Authority.




(c). In the light of the actuals for the year 2009
and upto May 2010, the estimates for the
subsequent years may be updated / revised, if
necessary.

Done.

(d). If CCTPL wants to take advantage of the
full tariff cycle of 3 years, estimates for the
year 2013 may also be furnished.

We have changed the statutory accounting
period from Calendar year to Financial Year
and hence the calculations of past profits have
been done for the period upto Mar'2010. We
have proposed the revised tariff effective for a
3 year period from April'’2010 to March'2013.

i)

Rebates and discounts, it any, over the notified
ceiling tariff, allowed by CCTPL during the
years 2006-2009 and upto May 2010 may be
furnished yearwise.

The tariffs are only ceiling levels and there is
no bar in offering lower tariffs as clarified by
the Authority from time to time.

Comparison of actuals vis-a-vis _estimates
provided earlier :

Clause 2.13 of the tariff guidelines requires
this Authority to review the actual physical and
financial performance at the end of the
prescribed tariff validity period with reference
to the projections relied upon at the time of
fixing the prevailing tariff. In this context and
with reference to Form — 7 of the tariff proposal
filed by CCTPL, the CCTPL to clarify / furnish
the following:

0.

(@. From the reconciliation statement
furnished by CCTPL to reconcile the difference
between the profit shown in the Annual
Accounts and the profit as furnished in the
Cost statement, it is seen that the CCTPL has
not considered the income and the
expenditure related to the TSA movements in
its cost statements. The nature of income
therefrom and expenditure thereof may be
furnished. The reason for excluding the
income and expenditure related to TSA
movements from the Cost statement may be
explained. If the exclusion, is justified it cannot
be confined only to direct revenue &
expenditure. Overheads & Capital assets
relevant to the activity should be apportioned
and excluded.

The TSA movements represents the
movement of Cargo from CCTPL CFS to
Customer CFSs at locations outside Chennai,
namely Bangalore, Hyderabad, Kochi , etc.
The Tariff for this activity is outside the scope
of TAMP vide its Order Clause 10(vi) of Order
NO Tamp/45/2007-CCTPL Dt.19th June 2008.
This is a miniscule activity compared to the
operations of the Terminal and hence does not
involve any allocable Over heads towards the
same. Hence we have excluded the collection
of charges and the corresponding payment to
the Trucking contractors for delivering these
cargoes to the above said destinations.
Further we have discontinued this activity.

(b). In the above mentioned Reconciliation
statement, the CCTPL has also excluded the
income and the expenditure related to the
SFIS (Serve from India Scheme) in its cost
statements. The CCTPL while responding to
the points made by one of the user
organizations in this regard has, inter alia,
stated that the CCTPL has projected the return
on capital employed and depreciation in its
proposal only after excluding the capital
addition arising from the use of SFIS scrips. In
this regard, the CCTPL to establish with
workings that it has considered reduced capital

Statement of the scrips under SFIS scheme
received and the utilization there of is
attached. Please refer to the reconciliation of
the Form 3A profits with the Audited accounts
where in the exclusion of the impact of the
receipt as well as utilisation of the SFIS Scrip
is clearly excluded. The asset values have
also been excluded to the extent of the impact
of SFIS Scrip as may be seen from the same
reconciliation.




expenditure after excluding the SFIS scrips
and the corresponding adjustment made in the
depreciation.

(i)

The total of the operating expenses estimated
for the years 2008 and 2009 together in the
Review Order of June 2008 was 249.37
crores. In Form 7 furnished by CCTPL, the
total of the operating expenses as shown in
the Estimates column for the years 2008 and
2009 together is ¥259.44 crores. The CCTPL
to explain the reason for the mismatch and the
difference may be reconciled.

Said difference is reconciled and in the revised
submission this difference no longer exists.

(iih).

During the last review of tariff of CCTPL in
March 2007, the deletions in the gross block of
assets in the year 2006, 2007 and 2008 on
account of replacement of the (then) existing
assets was assumed at the written down value
of the respective assets, in the absence of
requisite details not being furnished by CCTPL
during the proceedings, subject to verification
of actuals at the time of next review. In this
regard, paragraph no. 14(v)(s)(vi) of the Order
dated 28 March 2007 may be referred to. The
CCTPL to confirm that the deletions on
account of replacement of assets in the year
2006, 2007 and 2008 are at the written down
value of the respective assets.

Yes; It is confirmed that Deletion is made in
the Gross block as well as in the Accumulated
depreciation and the asset is removed at
Written down value.

(iv).

This Authority vide paragraph no.14(v)(k) of its
Order dated 28 March 2007 has allowed
payment of technical service fee as an item of
cost in the estimates for the years 2007 to
2009 subject to the condition that the CCTPL
at the time of next review would produce the
Income tax assessment Orders for each of the
years to show that the concerned authorities
have allowed this expenditure. The CCTPL,
therefore, to furnish the Income tax
assessment Orders for the years 2007 to
2009.

The assessment for the FY years from 2006-
07 is under progress, hence the assessment
order could be furnished after the completion
of the same. However the assessment order
for the FY 2005-06 is furnished to demonstrate
that Management Technical service fees is
allowed by the Income Tax department as
business expenditure.

[The copy of the Order of Income Tax
Authorities produced by CCTPL is for the
financial year 2004-05 (Assessment year
2005-06) and not for FY 2005-06. The Income
Tax Authorities have assessed the Technical
Service Fee at 3228.38 lakhs as against
3234.83 lakhs computed by CCTPL.
Accordingly, the Income Tax Authorities have
ordered that an upward adjustment of 36.43
lakhs is required to be made in the income of
the CCTPL]

(v).

This Authority vide its Order dated 19 June
2008 allowed a 10% increase in the then
existing tariff of CCTPL with effect from 1
August 2008. The CCTPL to update the
estimated income with reference to the above
said increase and furnish the revised
comparative position of actuals vis-a-vis
estimates.

Done in the revised tariff submission in Form
7.




i)

The CCTPL has considered 50% of the
additional surplus earned during the tariff cycle
of 2007 to 2009 for adjustment in future tariff.
However, it is to be noted that the tariff fixed
for the CCTPL for the tariff cycle 2007 to 2009
was subject to the condition of adjustment of
entire additional surplus in the next cycle. In
this regard, paragraphs 14(vi) and 14(x)(c) of
the tariff Order dated 28 March 2007 may be
referred to. The entire additional surplus
earned during the tariff cycle 2007 to 2009
should be adjusted in the revised cost
statement.

The CCTPL has furnished its response which
is brought out in the later part of this note.

©).

Financial/Cost Statement_:

0.

Capacity

With reference to calculation of yard capacity
CCTPL to clarify the following:

(a). The yard capacity is dependent on
‘ground slots', ‘'stack height', ‘utilisation’,
'peaking time' and 'dwell days'. In this context,
CCTPL to state the reason for adopting
different ground slots, different stack heights
and different percentage of utilisation. The
basis for considering 120% peaking factor may
also be brought out.

(b). CCTPL to estimate the yard capacity
based on the parameters mentioned above
considering the actuals each for the three
years from 2007 to 2009. It may be confirmed
that the parameters so considered will remain
unaltered in the next three years in spite of the
capital expenses proposed to be incurred for
replacement/refurbishment / additions.

(c). CCTPL has proposed an investment
of 20 crores towards refurbishment of yard in
the year 2011. CCTPL to intimate how the
proposed refurbishment of yard has been
factored into for determination of yard
capacity.

CCTPL has container yard space of 14.6
hectares. Adopting the norms followed by
TAMP in its Order no.34 dated 12 March 2009
in the case of NPT (fixation of upfront tariff for
container terminal at JNPT), the grand slot
worked out to 4171 and the optimal yard
capacity works out to 8,19,762 TEUs. The
actual grand slot available in CCTPL is 3960.
Even if the actual available grand slot is
considered the yard capacity works out to
7,78,292 TEUs only. CCTPL has considered
the one as per norms. [It has attached the
working sheet]. The optimal capacity has
been worked out as per 2005 tariff guidelines.
The comparison of actuals and optimal
capacity as per the previous order of the
Authority is similar and hence should be
adopted in the case of CCTPL.

The expenses towards refurbishment of yards
is primarily towards Yard 7 and balance
crossover between yard 6 & 7, in which no
refurbishment done in the past so many years.
This does not involve creation of any
additional capacity.

(i)

With reference to calculation of quay capacity
CCTPL to clarify the following:

(a). The CCTPL in its proposal has stated
that it has improved its crane productivity from
22 moves per hour in the year 2006 to over 27
in the year 2009. However, the quay capacity
calculation shows that the CCTPL has
considered the productivity of the crane at only
25 moves per hour. Explain the reasons why
27 moves per hour per Quay crane cannot be
considered for assessing quayside capacity.

This has been considered based the Authority
notification G No.27 Dt. 26- Feb-2008.
However our capacity is constrained by Yard
and hence considering 27 moves per hour do
not impact the optimum capacity of the
Terminal. The 2 old QCs are in the process of
disposal and hence only 7 QCs are
considered. Further we have based our
revised submission on the optimal capacity as
per TAMPs orders.

(b). During the proceedings relating to the
last general revision Order dated 28 March

The 2 brand new QCs are procured as a
replacement to the old 2 KHIC make QCs




2007, the CCTPL in addition to the then
existing 7 quay cranes, had proposed
procurement of additional cranes in the second
half of the year 2007 and during the year 2009.
The CCTPL in its current proposal has stated
that it has invested in 2 brand new Quay
cranes during September 2009. The CCTPL
does not appear to have considered the
additions of crane in its quay capacity
calculation. CCTPL to review the position and
revise the capacity of the terminal.

inherited from ChPT during 2001. Since they
are only for replacement the overall QC
number remains at 7 only and hence there is
no change in capacity on account of this.
These QCs are proposed to be disposed off
during the years 2010-11 and 2011-12
respectively and the same have been duly
removed in the calculation of Capital
Employed.

0.

Traffic :

With reference to estimation of traffic, CCTPL
to clarify the following:

(a). The CCTPL has assumed 3% traffic
growth in 2010 over the actual traffic of the
year 2009 and 8% traffic growth for the year
2011 and 2012 over the container traffic
estimated for the years 2010 at the Chennai
Container Market. The container traffic
estimated to be handled by CCTPL for the
years 2010 to 2012 further assumes that the
share of the 2™ container terminal at Chennai
Port Trust (CHPT) during the year 2010 is
expected to be 35% for the year 2010 and
36% for the year 2011. The CCTPL to furnish
the analysis made in this regard.

2nd terminal has taken away 2 services (1
mainline / 1 coastal) from CCT. Indfex2 / TCI
which generates about 16,500 TEUs a month.
Apart from that they have Minimum guarantee
to achieve for which they are expected to take
away some other services from CCTPL. If
looked in to their growth they have already on
an average taken 20%-25% of Chennai
volume which was handled by CCTPL. And
same is expected to go up due to the above
said reason.

(b). The CCTPL to furnish the details of
the actual container volume handled during the
period of 5 months from January 2010 to May
2010 and also the container mix.

Total Volume = 4,75,070 TEUs , this
represents 3,51,489 containers. [Ratio is 1.35]

(c). Commissioning of second container
terminal at CHPT was known to CCTPL in
September 2009. The reasons for induction of
additional quay cranes despite the anticipated
diversion of traffic may be explained.

We are in a competitive zone &efficiency is
one of our selling point. To retain our
customers from moving to our competitor we
are required to provide a global service level,
for which we had to invest & safeguard our
interest. Further we are required as per the
licence agreement to replace equipments.

(d). The capacity utilisation of quayside
facilities at the projected traffic will be only
around 50%. The proposed capital expenses
should be justified in the light of the anticipated
traffic diversion to the extent of about 30%.

The investments is only replacement to the
existing infrastructure to support our efficiency
improvement. And there is no new
infrastructure that is being built in our system.

Operating Income _:

(@). Note 3 to Form 2B of the prescribed
formats for tariff proposal adopted by this
Authority requires the operator to provide
detailed computation of income with reference
to the estimated traffic. However, no such
computation has been furnished by CCTPL.
CCTPL to furnish detailed computation of
income with reference to the estimated traffic

It has provided revised workings.




at CCTPL's existing Scale of Rates and the
proposed Scale of Rates for all the years
under consideration separately for container
handling and storage.

(b). The CCTPL has stated that it has
considered the impact of discount arising out
of the proposed volume discount scheme in its
estimation of operating income for the years
2010 to 2012. However, the CCTPL to furnish
the income estimation for the years 2010 to
2012 strictly based on the existing Scale of

Rates. Financial impact of the additional
proposed tariff items may be shown
separately.

In our revised tariff

incorporated.

application this is

(c). Apart from the general increase in rate
proposed, the CCTPL has also proposed
introduction of some new services / facilities.
The yearwise additional revenue implication
arising from these new services may be
guantified itemwise and considered in the
income estimation for all the years under
consideration. The workings in this regard
may also be furnished.

Working Sheet is attached , the same have
been incorporated in the income estimation.

4. Operating Cost :
CCTPL has adopted different percentages as | Specific justifications have been provided for
escalation factor in the estimation of operating | increases in Labour cost, Power cost and Fuel
cost. As already communicated by us vide our | , which are beyond the control of CCTPL. In
letter No.TAMP/27/2005-Misc. dated 18 May | respect of all other expenditure the approved
2010, an escalation factor of 3.76% per annum | escalation factor of 3.76% has been
will be considered for the expenditure | considered.
projections in the cost statement.

(). Operating and Direct Labour

(a). There appears to be a mistake in the
calculation of operating labour cost for the
years 2008 and 2009. The product of the
number of employees and average cost per
employee does not match with the amount
furnished by CCTPL in its cost statement.

In the current submission the numbers are
matching.

(b). The average cost per employee for
the year 2010 is estimated to increase by
around 44% as compared to the average cost
per employee for the years 2008 and 2009.
Likewise, the average cost per employee for
the year 2011 and 2012 is estimated to
increase by around 10% over the respective
previous years. The estimated increase in
average cost per employee may be justified
with detailed workings for all the years under
consideration.

The Wages for the Operators of QC and RTG
are governed by a Long Term Settlement
(LTS) for a 3 year period. The last LTS period
has ended in April'2010 and the company is in
the process of negotiating the wages for the
next LTS period namely May2010 -
April'2013.  This settlement is a tripartite
settlement signed in the presence of the
Labour Commissioner of Tamil Nadu after
protracted negotiations with the Unions.
Historically the increase percentage will be
higher during the 1st year and nominal
increases during the next 2 years. During the
last LTS period CCTPL had to give an
increase of 45% in the 1st year based on the
settlement. Since the increase during the
current settlement is also expected to be on




the above lines, we have considered 45%
increase in the 1st year followed by 6%
increase  for the subsequent years.
Considering the practical scenario, the
Authority will appreciate that this is not in the
nature of escalation in the rate but a
contractual obligation as per the labour
practices of settlements and hence these
cannot be treated at par with other expenses
with normal inflation.

(ii). Maintenance Labour :
(a). Similarly, there appears to be a mistake in | In the current submission the numbers are
the calculation of maintenance labour cost for | matching.
the years 2008 and 2009. The product of the
number of employees and average cost per
employee does not match with the amount
furnished by CCTPL in its cost statement.
(b). Likewise, the estimated increase in ) i
average cost per employee which is around Salary increase have t_)een con§|dered _based
22% in the year 2010 over the average cost | ON the market scenario and with a view to
per employee during 2008 and 2009 and | rét@in talent. However we have not made
around 15% increase per annum for the years | Significant increase in the manpower in
2011 and 2012 may be justified with detailed | Projections for 2010 - 2013. The majority of
working for all the years. the employees under maintenance fall under
the nature of work of an operator. Though
they are not under union and covered under
settlement, we will have to match the wage
increases for this category in line with the
increases for the unionized category.
(iii). Equipment running cost
(a). Power Cost :
(). Around 37% increase in the per TEU

consumption of electricity estimated for the
years 2010 to 2012 over the consumption of
power per TEU for the year 2009 may be
justified.

There are two major reasons attributed to the
increase in the electricity charges, one is the
addition of Twin QCs in the total pool have
gone up to 3Nos from 1No due to this we
observe a 30% increase forecast on the QC
consumption. Also the reefer volumes are
going up day by day and hence we have
considered higher reefer volume and values in
our estimates.

(ii). CCTPL to justify for around 10%
increase in the unit cost of electricity estimated
for the year 2010 as compared to the unit cost
for the year 2009. The actual unit cost of
electricity applicable for the month of May
2010 may be furnished.

The Tamil Nadu Electricity Board has not
increased power tariff for more than 5 years
and a committee has been setup to look into
the price increase proposal for the power
users. Indications are that there could be
increase for the HT users and the same is
estimated to be atleast 10%.

iii). The CCTPL has also considered a
fixed cost element in the estimation of its total
power cost. The components forming part of
the estimated fixed charges may be listed out
with cost details for all the years under
consideration  with  justification for the

Due to installation of Brand new Twin lift Quay
Cranes and also the increase in Reefer
volume it has been necessary for us to
increase the maximum demand from KVA
2100 to KVA 2565 , this has resulted in Fixed




estimated fixed charges. The actual fixed

charges payable towards electricity charges.

charges paid/ payable may be justified
supported by documentary proof.
(b). Fuel Cost :
(). There appears to be a mistake in the | The reduction in the per TEU consumption of
calculation of fuel cost for the year 2008, which | fuel cost is achieved by implementing process
may be rectified. change as well as replacement by Fuel
efficient engines in many of the RTGs.
(ii). The increase of around 11.62% in the | This is a justified increase and the same is
estimated unit cost per litre for the year 2010 | also confirmed with the recent increase in the
as compared to the unit cost for the year 2009 | diesel price by 15% in the last 6months from
may be justified. 334.41 - %39.46 per liter. In the light of the
above we have reviewed and revised our
estimated increase to 15%. The price of
diesel is not following the pattern of the normal
inflation and the Central Government is infact
considering a decontrolled mechanism for the
diesel prices which is at the moment backed
up by subsidies. We had considered a base
price of ¥38.41 for the year 2010 in our earlier
submission in Nov’09 and even in a span of 8
months this price has gone up to 339.57 per
liter, with further increase in the offing. Hence
we would request the Authority to consider the
special nature of this expense and accept the
escalation rates as proposed by at 15%
(c). Repairs & Maintenance Cost :
(). CCTPL to furnish a detailed working for the | [The list attached by CCTPL shows major
estimated repairs and maintenance cost of | items of spares envisaged for replacement in
equipments and electrical installations for all | the year 2010-11 to 2012-13 with estimated
the years under consideration. cost of replacement for each item. The
yearwise total cost of replacement is as given
below:
2010 -11 - %197.43 lakhs
2011 -12 - %211.34 lakhs
2012 -13 - 3256.41 lakhs
- —— . The repairs and maintenance cost includes
ii). CCTPL to justify the repair and T
Enzaintenance cost eétima)t/ed for the Sear 2010 the periodical D-checks to be conducted fqr
which is around 22% higher as compared to the QCs and RTGs on attainment of certain
the average repair and maintenance cost Ieyel of moves. Hgn_ce the YOY percentage
incurred during the years 2008 and 2009. will not be a reallstlc_evaluator of the faqt.
However the average increase per annum is
now reduced to 10%, based on the above
reasoning. Also it is confirmed that the Repairs
and Maintenance cost is less than 2% of gross
cost of Electrical and Mechanical Machinery
as per 2008 guidelines.
(iv). | Efficiency Gain:

(a). In the workings furnished by CCTPL in
Form — 6 for Efficiency gains, the CCTPL has
not bifurcated each cost group into fixed and

Fuel cost and ITV are entrely variable
expenditure, this is because ITV hire charges
are paid on per TEU basis. Also diesel is




variable component to establish that the cost
reduction has arisen on account of efficiency
gains. The CCTPL, therefore, to work out the
efficiency gains based on the variable
component. The workings should clearly
indicate the consumption of resources and the
rate per unit of resources.

consumed for RTGs, RS, Forklifts and
Terminal Vehicles, which have bearing on the
terminal Volume. Insurance is an entirely fixed
cost. In the power cost we have removed the
fixed element and only the Variable
component is indicated in the current
submission.

(b). In the Form — 3A furnished by CCTPL, the
CCTPL has considered the effect of Efficiency
gains twice, i.e. one as efficiency gain as
allowed by TAMP from 2004-07 and the other
as Efficiency gain for the year, as stated by
CCTPL. The reasons for claiming Efficiency
gain under two category may be explained
with justification.

Based on the tariff order reference case
TAMP/45/2007 - CCTPL Dt.19-Jun-2008 para
10(ix) the CCTPL share of 68 per TEU has
been considered. Over and above the
efficiency improvements CCTPL have done
further improvement during 2007- 2009 ,
which has been included in the TAB -
efficiency gain , where in we have calculated
the efficiency gain due to CCT on account of
operational efficiency and the corresponding
cost reduction in the four areas of - 1) Power ,
2) Fuel , 3) ITV Hire and 4) Insurance.

(c). In the light of the steep escalation in the
estimated expenses proposed, the rationale
for claiming efficiency gain in the estimates
should be adequately explained.

The rationale behind the claiming of the
efficiency gain is that, irrespective of the cost
escalations which are beyond the control of
the terminal, CCTPL has made several
process improvement initiatives and thus
achieved the quantitative savings in the
expenditure.

V).

Equipment Hire Charges :
The CCTPL to explain/ furnish the following:-
(a). The workings for estimated equipment hire

charges for the years 2008 to 2012 may be
furnished.

CCTPL has furnished workings.

(b). The list of equipments taken on hire/
proposed to be taken on hire may be furnished
validated with documentary evidence.

Forklift and Yard Marshalling Vehicles are
hired. Contract Copies are Attached.

1. Forklift Services

[CCTPL has furnished a copy of the Rates
appearing to form part of agreement entered
between it and a private party for providing
forklift services, which reads as follows:

“Contractor shall be compensated for performance
of the Services @ 367,500 (Rupees sixty seven
thousand five hundred only) per month per FLT
from 1% January 2009 to 31% December 2009 and

@ 69,400 (Rupees sixty nine thousand four
hundred only) per FLT per month from 1% January
2010 to 31 December 2010. Contractor shall raise
an invoice on CCT giving details of the FLT'’s hired
in the last month, in a format approved by CCT.

Six (6) Electrical forklifts are to be deployed in
operations.

Contractor may raise an invoice on estimated
charges due for the month on the 1% of the next
month and agree to offer 1.5% cash discount on
invoice value if payment is make within 3 working




days.

In the event a forklift is not available for use due to
reasons assignable to the contractor, CCT shall
deduct pro rata hire charges.”

2. Yard patrolling services

[The CCTPL has furnished a copy of
Agreement entered by it with a private party
for provision of yard patrolling services and the
term of the Agreement is for the calendar year
2009]

(c). CCTPL has estimated container traffic of
8.52 lakh TEUs for the period of 9 months in
the year 2009 and a traffic of 7.80 lakh TEUs
for the year 2010. In this context, the estimates
of equipment hire charges at a higher level for
the year 2010 inspite of a lower traffic during
2010 may be justified.

As indicated earlier ITV hire charges are paid
based on the No. of TEUs handled and hence
it is proportionate to the volume. We have now
considered the increase as per TAMP
guidelines.

i)

Lease rentals :

It appears that the arbitration award is under
challenge by CHPT before Hon’ble High Court
of Madras. CCTPL to furnish the present
status of this case and interim orders, if any,
passed by the Court.

The present position in the matter is that ChPT
has filed an appeal in the High Court before
the Division bench to set aside the arbitration
award and made a claim for a total amount of
lease rent plus interest thereon The High
Court has admitted ChPT's appeal and a date
for hearing to commence is awaited. ChPT
has not applied for any stay and hence none
was granted by the high court IN the event of
an unfavourable order CCT would have to pay
the lease rentals. It may be noted that ChPT's
demand is for I77.34 Crores whereas our

provision is only I52.74 Crores. This
provision is based on the same lease rentals
which were paid during 2006. Given that the
matter is pending with court, in the event of an
unfavourable order CCT will have to pay the
he amount and hence it is only prudent that
the amount may be allowed. In case of any
additional amounts payable over and above
the provision, CCT reserves its right to claim
the same with retrospective effect in future
submissions.  Also should the court decide
the case in favour of CCT, the said amount
may be adjusted in the future submissions.
We request TAMP to continue to adopt the
position as adopted in the 2007 order given
that a retrospective addition will make our tariff
extremely uncomparable and uncompetitive in
a scenario where CCT is placed with retaining
its volume given the growth in capacity in
South India with the development of Il terminal
which is functional now and Vallarpadam
which is shortly start operation and expected
to attract volumes from common hinterlands.

(vi).

Insurance :

The CCTPL has not furnished the basis for the
estimated insurance cost. The estimates of

[The CCTPL has furnished copies of
Insurance polices for insurance of cargo
handling liability and port property for the




insurance cost may be justified with reference
to actual payment made to insurance
company. A copy of the Agreement entered
into with insurance company(ies) may be

period of insurance from 1.10.2009 to
30.9.2010. The premiums as indicated in the
polices are as given below:

. 1. Internet insured (cargo handling  ¥7.28 lakhs
furnished. facility)
2. Internet insured (physical loss, 3¥8.93 lakhs
destruction or damages (including
machinery breakdown) to the
insurable internet)
3. Internet Insured (Material damage  ¥0.99 lakhs
to the property and consequential
loss)
17.20 lakhs
(viii). | Other expenses :

(a). CCTPL to list out the items | Security Service, Lashing Charges, CFS

considered with cost details under "other | Labour, Site Cleaning and STP maintenance.

expenses".

(b). (). The tariff proposal mentions | Lashing Contract, CFS and Checker Contracts
about lashing contract, CFS & | are included in Other Expenses and Marketing
Checkers contract and marketing | expenses are included in General Overheads.
expenses. We do not find these items
of cost in the cost statement furnished
by CCTPL. CCTPL to explain the | Contract Copies are attached.
treatment given to these items of cost )
in the cost statement. [1. the Agreement entered by CCTPL with
(ii). Estimates for lashing contract | Private party for providing lashing services is
rates and CFS and checkers contract | for @ period one year from 01.01.2009 to
rates may be validated with 31.12.2010.
documentary ~ proof supported by | 5 The Agreement entered by CCL with private
workings for the estimates. party for providing services of checkers is for a

period of 2 years from 01.01.2009 to
31.12.2011.
3. The Agreement entered by CCTPL with a
private party for providing CFS services is for
a period from 01.2.2009 to 31.12.2010.]

(ix). | Technical Services Fee :

CCTPL to establish the reasonableness of | The arms length relationship in these

technical services fee estimated in the cost | transactions has already been assessed by

statement for all the years under consideration | Income Tax department and the assessment

applying the vyardstick of "arms length | is completed upto FY 2005-06.

[ﬁ(laaf'lg\::22:jptaarﬁ"frggilél(rai?]eusnder clause 2.8.2. of [CCTPL has furnished a copy of the

' Assessment order for the FY 2004-05 (AY
2005-06)]
(). Depreciation :

CCTPL has proposed additions to the gross
block of fixed assets. There are also deletions
from the gross block of fixed assets. In the
absence of sufficient details regarding exact
date of commissioning of additions to the fixed
assets and date of deletion of fixed assets, we
are not able to scrutinize the depreciation
figures furnished by the CCTPL. Therefore,
CCTPL to furnish detailed workings for the
estimated depreciation for all the years under

CCTPL has furnished a list of proposed
additions to the Gross block for 2010 to 2013.

It has not furnished workings for the estimated
depreciation.




consideration bearing in mind clause 2.7.1. of
the revised tariff guidelines. The rates of
depreciation adopted may also be furnished
giving reference to the Companies Act or
provisions of concession agreement as the
case may be.

(xi) Overheads :
(a). CCTPL to list out the items of expenditure | Salary of Management staff and the related
considered under the management and | Staff welfare expense.
administration overheads.
(b). The estimated management and | Due to recessionary conditions prevailed
administration overheads for the year 2010 is | during 2008-09, only marginal increases were
around 38% more than the average | given to employees in the Calendar year 2009
expenditure for the years 2008 and 2009. The | and 2010. |Increase is based on Market
estimated management and administrative | Trend. For the years 2011 and 2012 increase
overheads for the years 2011 and 2012 is | is based on the normal market scenario.
around 15% more than the estimated
expenditure of the respective previous years.
CCTPL to justify the estimates.
(c). (). The items considered under 'General | R&M Building, Yard, Wharf and Pavements
Overheads' may be listed out. Electricity - Admin Building, Office Cleaning
. - . Charges, Printing & Stationary, Travel and
(iD. Slr;:na(rjly,f thﬁ eSt'mated. genera:jl Marketing Expenses, Communication Cost,
%&: eamirgrt tehgﬁar ztﬁéo Isasé?;ne Professional Charges - Audit Fess and Legal
. 9 Charges, Hardware & Software Maintenance
expenditure for the years 2008 and and Licence Cost
2009. The estimated general '
overheads for the years 2011 and
2012 is around 10% more than the In the current submission, increase as per
estimated  expenditure  of the TAMP auideli o ' ted P
respective previous years. CCTPL to guidelines Is incorporate
justify the estimates.
(xii). | Preliminary Expenses :
The preliminary expenses have to be spread | The preliminary expenses value is insignificant
over the entire project period for the reasons | compared to the over all project cost and
explained in the earlier orders passed by this | hence this has been charged off based on the
Authority. The CCTPL does not appear to | normal accounting norms. Since removing this
have considered the preliminary expenses for | and charging off in the entire project period will
writing off during the years 2010 to 2012. only result in unnecessary reconciliation in the
submission without any material benefit TAMP
is requested to agree to the book basis of
write off.
5. Finance & Miscellaneous Income

Terminal Value :

The CCTPL has stated that US$ 10 million has
been considered as Terminal benefit and
discounted at 15% per annum to arrive at the
notional income for all the years under
consideration. However, it is seen that the
CCTPL has not considered the discounted
terminal value as notional income. Further, this
Authority had considered terminal value at
US$ 1 million in the earlier Orders. The reason

We have noted that the Authority has agreed
to consider the terminal value in the last two or
three tariff cycles and the Authority has
reversed the position on the terminal benefits
in its order 2007 for the years 2007, 2008 &
2009. Therefore we have removed the
terminal value from our application.




for mentioning the terminal value as US$ 10
million in the instant proposal may be clarified.
The basis for 15% discounting factor proposed
to be considered for discounting the terminal
value to arrive at the notional income may be
intimated.

6. Capital employed :
(). Fixed Assets :
(a). Gross Fixed Assets :
The value of gross fixed assets at the | Reconciliation furnished - Grouping errors
beginning of the year 1 April 2009 amounting | rectified.
to 50105 lakhs matches with fixed assets
schedule forming part of annual accounts of
CCTPL for the financial year ending 31 March
2009. However, the value of various
categories of fixed assets forming part of gross
fixed assets shown in the cost statement for
the year 2009 do not match with the relevant
items shown in the Accounts. This may be
clarified and the differences may be
reconciled.
(b). CCTPL to list out the value of the assets | Licence Fees paid to Chennai Port Trust.
considered under “others”.
(ii). Additions to the gross block

(a). The actual additions made by CCTPL to its
gross block of assets during the year 2009 to
the extent of 3113.91 crores, may be
supported with documentary proof.

The additions have been updated upto Mar'10
and the list is attached. The actuals additions
during the year 2009-10 is I94.11 crores
excluding the impact of SFIS Scrip and the
major item in this is the purchase of 2 brand
new QCs from ZPMC. The documentary proof
is attached.

(b). (i) The details of additions to the gross
block furnished in Form 4B for the
year 2010 do not match with the
information furnished in Form-4A.
CCTPL to furnish full details in Form
4B regarding additions to the gross
block for the year 2010.

(i). The CCTPL has proposed to
purchase two nos. of additional RTG’s
during the year 2010 reportedly to
keep the equipment terminal ratio at
1:3 for QC:RTG. The total number of
QCs and RTGs available yearwise
may be furnished. CCTPL to confirm
whether addition of the two RTG’s are
as per the Licence Agreement entered
between CCTPL and CHPT.

(iii). CCTPL to intimate the status of
action initiated to procure the RTGs at
the cost of I17.50 crores and status of
proposed investment in information

Reconciliation showing the matching of 4A
and 4B is attached. However please note that
4B is furnished for Individual assets cost

exceeding X1 Crore only.

This RTGs are replaced as per the LA
provisions.

The RTGs are planned during the year 2011-
12 and the process will be initiated by
December 2010. We have already made an
investment in Information Technology for a




technology (X15.13 crores), furniture &
fixtures (30.20 crores) and buildings
(0.26 crores) during the year 2010.
Documentary support to show the

action taken towards these -capital
additions may be furnished.

value of ¥70 Lakh and the same is also
commissioned upto June'10.

(c). CCTPL to confirm whether the proposed
investment of ¥8.50 crores in 2011 and 39
crores in 2012 towards replacement of 1 no.
each of RTG is in accordance with the LA
provisions.

This RTGs are replaced as per the LA
provisions.

(d). It may be noted that only completed and
commissioned assets should alone be counted
for capital employed. The work-in-progress
shall not be taken into account. A confirmation
in this regard may be furnished.

It is confirmed that only Commissioned assets
are taken into account for calculating Capital
Employed.

Working Capital :

(). CCTPL to furnish the basis for the
estimated sundry debtors for all the years
under consideration.

As per the provisions of the Major Port Trust
Act, the service charges to the port are
payable before availing the services. However
please refer to clause 2.6.(I)(iv) of the scale of
rates of CCTPL, where in it is indicated that
"the delay in payment by the users will be
counted only 10days after the date of raising
the bills by CCTPL". This clause has been
understood to mean a 10 day credit period to
the customers. W e request TAMP to remove
the clause and replace with specific clause
with that the payments are to be made in
advance in line with the MPT Act. Hence we
have considered 7 day turnover as Debtors at
any point of time.

(ii). CCTPL to furnish detailed workings
for the estimated pre-payments for all the
years under consideration. In this connection,
paragraph no. 10(v)(iv) of Order dated 19 June
2008 passed by this Authority disposing of the
review application filed by CCTPL, may be
referred to.

This represents the eligible MAT credits under
Income Tax Act, Advance Taxes paid for
3486 Lakhs and CENVAT Credit 408 Lakhs
and the rest is advances paid to suppliers and
Expenses like Insurance premium , which is in
the normal course of business. It is expected
to stay at current levels.

(iii). CCTPL to furnish detailed workings
for the estimated inventory for all the years
under consideration bearing in mind clause
2.9.9. of the revised tariff guidelines.

Inventory is computed as per norms specified
under 2.9.9 considering the 1 years average
consumption of the spares excluding Fuel.

(iv). The basis for estimated allowable
cash balance for all the years under
consideration may be furnished.

This is at the current levels and no major
increase is estimated.

Scale of Rates:

0.

The CCTPL has formulated its proposed Scale
of Rates considering an increase of 18% over
the existing tariff at CCTPL. The additional
services / facilities proposed to be provided to
the users and the benefit of productivity
improvements accruing to users justifying this
hike may be listed out.

This has been addressed during our
presentation to the Trade. A copy of the same
is attached herewith.




(i)

CCTPL to furnish detailed working with cost
elements considered to arrive at the charges
proposed for normal containers, ICD
containers, Transhipment containers,
hazardous and Over Dimensional Containers.
As already stated this Authority vide paragraph
no.14(xi) of its Order dated 28 March 2007 had
advised CCTPL to gear up its internal system
so that it can draw up its proposal supported
by cost details for individual activities at the
time of next review of its tariff.

CCT do not maintain Activity based costing
and hence this cannot be provided.

(iih).

Similar working with cost elements considered
may be furnished towards the charges
proposed for services for hatch covers,
restows, shut out, storage and miscellaneous
charges.

CCT do not maintain Activity based costing
and hence this cannot be provided.

(iv).

The proposed note 2.6 (ii) may be modified in
line with clause 2.18.2 of the revised tariff
guidelines and the rate of interest may be
updated with the prevailing Prime Lending
Rate of State Bank of India.

We want this clause to be removed in the light
of our mention in the covering letter (Payment
has to be made in advance) and interest has
to start from O day - Refer our response to
Point 7 (i) above.

V).

The proposed charges (section 3.1.1., 3.2.1. &
3.3.1.) for handling of containers include the
cost of rendering lashing/unlashing services.
Though the CCTPL has considered an
increase of 18% in the handling charges, it has
not considered increasing the corresponding
rebate to be allowed when lashing/ unlashing
are not provided by the CCTPL.

This has been updated in the current

submission.

i)

The proposed new tariff items may be justified
with reference to cost of providing the service /
cost of the facilities availed. Suitable tariff
schedule in respect of these items be drawn

up.

CCT do not maintain Activity based costing
and hence this cannot be provided.

(vi).

Charges leviable at CFS
prescribed in Indian Rupee.

are already

Please refer to Scale of Rate effective 01-08-
2008 Clause 3.2.3 , where in the charges for
Stuffing/ Destuffing of cargo

at CFS has been indicated in US$. CCTPL
requests that this Tariff item may be converted
in to INR. We have also made the required
changes in the proposed Scale of Rated
submitted by us.

(viii).

Documentary support in respect of the claim
that the trade pays around 32000/ for clearing
jammed first locks may be furnished.

This is Optional charge and none of the trade
has objected to this. We are given to
understand that the rates charged by other

CFS's for this work is ¥2000/-.

(%)

The proposal does not clarify whether the
proposed weighment charges is optional at the
request of the users for the service or
compulsorily levied on all containers handled
by CCTPL.

CCTPL is creating a facility for Weighment of
all the containers coming into the terminal.
However this is purely optional and we do not
expect much takers for this service unless
made mandatory by Government Authorities
and hence no income is considered in the
proposal.




(x).

CCTPL has claimed that enbloc movement of
containers have improved yard productivity.
While justifying scaled down estimates of
storage income, CCTPL has pointed out
average dwell time of import boxes as 1.2
days. In such a scenario, the reasons for
reducing free period is not clear. CCTPL to
furnish a detailed dwell time analysis and also
to explain how the existing free period is
detrimental in achieving the optimal yard
capacity assessed.

The terminal requires reduction in dwell time
to optimally serve its customers. The current
dwell time is to be taken as a bench mark for
terminal performance and efficiencies. It is
with this in view that the terminal requires to
disincentives increased dwell of containers
and therefore the request for reduction in free
days.

9.2.

The other submissions made by CCTPL are furnished below:

CCTPL has made a thorough review of the earlier proposal in the light of
the observations made by the Authority as well as the feedback received
from the Trade. Consequently it is now proposed to increase all the tariff
The
Trade had mentioned at the hearing that CCTPL is providing a 5 star

items by 13.77% as against an increase of 18% proposed earlier.

facility and that is one of the sample feedback about CCTPL service to the
Trade. Even at this movement there are congestions at various Indian
ports including the JNPT, where shipping lines have proposed for
congestion surcharge, we in Chennai have been able to demonstrate an

exemplary performance by way of GCR, Vessel Turn around time and

Based on the capacity worked out, we have considered a volume of
Please refer to
Authority’s order No TAMP/55/2008 dt.30"™ December'2008, where in Para
2.1, the Authority has stated that “in order to encourage the Volume
efficiency, the tariff fixation will be based on volumes equivalent to the

standard capacity of the terminal”. The same has been confirmed by the

As per the minutes of meeting under the chairmanship of minister shipping

(i)-
Truck Turn around time.

(ii).
8,20,000 TEUs Per Annum for the current submission.
Authority in Para 4 of the said order.

(iii).

reference PR — 14019/6/2002-PG dated 14/09/2003, a decision has been
taken in the case of CCTPL the offer of the second highest bidder should
be accepted as cost of CCTPL for the purpose of arriving at the tariff.

CCTPL was directed to send a proposal and their calculations on this



(iv).

(v).

basis. We have considered 27% of the revenue share which is the offer of

the second highest bidder.

As per the provision of the Major Port Trust Act, the payment to the
services rendered by us are to be paid by the customers before availing
the services, however the clause 2.6.(1) (iv) of the Scale of Rates of
CCTPL mentions “The delay in payments by the users will be counted only
10 days after the date of raising the bills by the CCTPL. This provision
shall, however, not apply to the cases where payment is to be made
before availing the services as stipulated in the Major Port Trusts Act
and/or where payment of charges in advance is prescribed in this Scale of
Rates”. This clause has been understood by the users of our services to
mean a 10days credit period, which is not the intention of the Authority.
Hence, we request the Authority to delete this clause and replace the

same with the following:

“Payment is to be made before availing the services as stipulated in
the Major Port Trust Act and the delay in payments by the users will
be counted from the date of raising the bills by the CCTPL".

Para 2.13 of the TAMP notification G N0.39 dt.31%" March’2005, which

reads as follows:

“2.13. The actual physical and financial performance will be
reviewed at the end of the prescribed tariff validity period with
reference to the projections relied upon at time of fixing the
prevailing tariff. If performance variation of more than + or — 20% is
observed as compared to the projections, tariff will be adjusted
prospectively. While doing so 50 % of the benefit / loss already
accrued will be set off while revising the tariff’

TAMP order G No.89 Dt.18" April ‘2007 para 14. (vi), reads as follows:

“The CCTPL has considered 12.5% container traffic growth for the year
2007 over the preceding year 2006. In that case, considering the actual
traffic of 2006 at 829307 TEUs handled by CCTPL, the traffic for 2007
works out to 932970 TEUs. However, keeping in view the designed
capacity of 914033 TEUSs for the year 2007, the traffic estimate of 914952
TEUs made by CCTPL for the year 2007 is considered.



The traffic estimates for the years 2008 and 2009 are lower than the
estimated traffic for the year 2007. The reduction for the years 2008 and
2009 is based on the impact of the reported commissioning of the 2nd
container terminal at CHPT in the year 2008. The operator has repeatedly
maintained that fixation of tariff without considering the anticipated volume
decrease would be prejudicial to its tariff proposal. Since the 2nd container
terminal operator has already been issued with Letter of Intent in
November 2006, as confirmed by CHPT, there is a case to factor effect of
the 2nd container terminal while estimating the traffic of CCTPL. It is
relevant here to mention that CHPT has also indirectly endorsed the
position maintained by the operator and recommended acceptance of
traffic projections made by CCTPL.

CCTPL maintains that the 2nd terminal would commence operations even
from January 2008, though it has considered the effect of commencement
of operations by the 2nd terminal from 1 July 2008 in its traffic estimation
for the year 2008. Since the 2nd terminal operator has to complete the
construction within 18 months from March 2007, as stated by the CHPT, it
may be reasonable, to reckon with the impact of the commissioning of 2nd
terminal from the last quarter of the year 2008 instead of July 2008 on the
traffic estimate made by CCTPL for the year 2008.

CCTPL has estimated its container traffic for the year 2008 at 865,521
TEUSs. On the basis of 12% market share of the second container terminal
out of the total volume of 10,29,321 TEUs at CHPT, CCTPL has estimated
1,20,000 TEUs to be handled by the second operator for a period of six
months from July 2008. Since the second operator may commence
operations in the last quarter of 2008, CCTPL may handle 60,000 TEUs in
addition to its estimated traffic of 865,521 TEUs. Thus, 9,25,521 TEUs are
considered as the traffic at CCTPL for 2008.

The estimated traffic of 7,49,346 TEUs for the year 2009 reported by
CCTPL is relied upon duly recognising the impact of the anticipated
commencement of the 2nd container terminal. However, if any undue
advantage is found to have accrued to the terminal operator due to wrong
estimation, the additional surplus so earned will be adjusted fully”.

From the above the Authority may know that the date of commencement of
the 2" terminal as stated by CCT was not an estimate but an Actual based
on the facts available at that time. The Authority’s order states that CHPT
has also endorsed the position of CCTPL. The Authority itself after the
representation from CHPT has found, it may be reasonable, to reckon with
the impact of the commissioning of 2nd terminal from the last quarter of the
year 2008 instead of July 2008 on the traffic estimate made by CCTPL for

the year 2008.



(vi).

Further the Authority states that “However, if any undue advantage is
found to have accrued to the terminal operator due to wrong estimation,

the additional surplus so earned will be adjusted fully”.

The actual position was that the 2nd terminal started in June’2009. We
understand that there were technical problems and also an accident
involving a QC immediately on commencement of the operations. If
everything would have gone as per the schedules indicated earlier CCT's

estimations would have infact happened.

Since there was no wrong estimation by CCTPL as stated above, the
Authority should not adjust 100% of the Past Profits.

Further the Authority has stated in Para 14 (x):

“If continuance of the existing tariff during the tariff cycle of 2007 to 2009 or
the revised tariff, if any, for the year 2009 is found to have allowed the
Operator to earn additional surplus due to any wrong estimation, such
surplus will be adjusted fully in the next cycle”.

A reading of the above along with the earlier para only confirms that the
adjustment of 100% if any has to be only for the year 2009 and cannot be

for the years 2007 and 2008.

In view of the above, a maximum of 50% only of the past profits can be
considered for the adjustments.

During the period 2007 to 2010, we have received duty free Scrip from the
Director General of Foreign Trade for a value of ¥36.33 crores. The value
of this scrip is usable in lieu of the duty liabilities on the import of
equipments, Spares and Consumables. We have utilized the scrip to
discharge the duty liability for procurement of the RTGs and QCs for a
value of X27.10 crores. While it has been accounted as an income in the P
& L Account, it is by no means a revenue receipt. The value of duty
utilized for procurement of capital items will infact be added to the

capitalization of the Assets. There by increasing the cost of Asset as



against the normal procurement. While it is purely an accountant’s way of
expressing the benefit of the scrip and the corresponding accounting, we
do not want to display a higher capital employed because of this
adjustments. On the other hand, considering that as revenue in our
projections is also not correct. Hence we have removed the impact of the
SFIS scrip in our submissions and the same has been explained with a

clear working sheet.

9.3.
reference to the points contained in the CCTPL’s general revision proposal. The CHPT

The CHPT was also requested to furnish its specific comments with

has furnished its specific comments. The specific points referred to the CHPT and reply

of the CHPT thereon are tabulated below:

Sl. No. Specific comments raised by us Replyof CHP T

(). Capacity of the terminal assessed at | The CHPT has no specific remarks to offer.
11.77 lakh TEUs each for the years
2007 to 2012.

(ii). Container traffic  estimated by | CCTPL has projected reduced container traffic for the
CCTPL at 7.80 lakh TEUs, 8.20 lakh | years 2010 to 2012 and has attributed the reason for
TEUs and 8.50 lakh TEUs each for | reduction on account of the competition from the
the years 2010 to 2012 respectively | CCTPL, which seems to be in order.
and the reasons adduced by CCTPL
for reduction in traffic in the next 3
years.

(iii). Actual additions to the Gross block of | The details of the additions to the Gross block have
assets to the tune of $113.91 crores | been furnished by the CCTPL in form-4B of its
during the year 2009 and the | Proposal. The same has been perused and it is found
proposed additions to the tune of | that the proposals of addition with regard to purchase
¥33.08 crores. ¥34.46 crores and | ©f new equipments such as RTG, reach stacker etc.,

' seems to be in order. However, CHPT has no specific
%11.87 crores each- for the years remarks to offer on the investment to be made by
2010 to 2012 respectively. CCTPL with regard to Network and other

(iv). Purchase of 2 quay cranes | cOmmunication equipments (both hardware and
amounting to I113.22 crores in the software).
year 2009, proposed procurement of
2 RTG’s during the year 2010, the
proposed replacement of one each
RTG during the years 2011 and 2012
and the proposed refurbishment of
yard amounting to 21 crores in the
year 2011.

(V). Estimated Lease rentals payable by | The statement showing the details of lease rentals
CCTPL to CHPT may be verified and | payable by the CCTPL as per agreement and the
confirmed. The present status of the | payment made by the CCTPL as per the orders of the
dispute between CHPT and CCTPL | Madras High Court is furnished.
in this regard may be intimated. [As per statement furnished by CHPT, the lease

amount payable as per licence agreement and the




lease amount paid/ payable by CCTPL as per Hon'ble
High Court order given below:

R in lakhs)
Sl Wharf Period Lease Lease amount paid
No. amount / payable as per

payable as the High Court
per LAwith |Order at 31 per Sq.
5% annual | Mtrs, With 30%
escalation escalation after
every 5 years.

1. 285 Meter wharf |August 02-03 td 2604.26 5.30
(40, 190 se. mtr.) | August 12-13
(lease years 19"
August to 18
August)

2. 600 mtr. Wharf | December 15282.55 31.32
(2,10,500 sqg. | 01-02 to
mtrs) (Lease year | December
1" December to | 12-13

30 November)

As regards the present status of the dispute between
CHPT and CCTPL on lease rental, the remarks are
furnished as under.

In the Arbitral dispute in respect of payment of royalty
charges by the CCTPL towards land upfront premium,
lease rent and escalation, the Arbitral Tribunal passed
the award dated 8.3.2006 rejecting the claim of the
CHPT and allowed the counter claim of the CCTPL to
the extent of ¥33.77 Crores with interest @ 9% from
28.2.2005 onwards towards future dues from the
CCTPL till the date of adjustment against the dues
payable by them. As per the Award, the Licensee the
CCTPL shall only pay I1/- per sqg. mtr. Per annum
towards the licensee fee with retrospective effect from
30.11.2001 onwards for the entire license period of 30
years ending 29.11.2030.

Aggrieved by the above Arbitral award, the port
appealed before the Hon’ble High Court of Madras.
The High Court by its order dated 9.6.2008, dismissed
the claim of the port and confirmed the award of the
Hon'ble Arbitral Tribunal. As such, the port has
challenged the Single Judge order before the Hon’ble
Division of Madras High Court and the matter is yet to
be listed for hearing and is pending before the Hon’ble
High Court.

10.1. A joint hearing in this case was held on 29 June 2010 at the Chennai Port
Trust premises. The CCTPL revised its proposal and made a power point presentation
of its revised proposal. At the joint hearing, the CCTPL and the user organizations made

their submissions.

10.2. As decided at the joint hearing, the CHPT was requested to furnish

specific comments on some of the points contained in CCTPL’s proposal. In the joint



hearing, it was stated that the dispute regarding the lease rentals payable by the CCTPL
to CHPT has already been settled by the Hon’ble High Court of Madras. On the grounds
that the CHPT has filed an appeal before the Division Bench, the CCTPL has estimated
the lease rentals payable in the future years as per the original claim of the CHPT. It was
confirmed by both CCTPL and CHPT that the Division Bench has not stayed the orders
of the Hon’ble Single Judge Bench of the Madras High Court. In this context, CHPT was
requested to furnish a detailed note on the lease rental payable by the CCTPL, interalia,
bringing out the lease rentals to be paid by CCTPL for the past period as well as for the
next three years as per the orders of the Madras High Court. The lease rental payable
by the CCTPL as per the LA has been furnished by the CHPT, is as follows:

CCTPL lease rental calculations towards 285 metres of wharf

Years Period Rate in 5% Rate after| Sqg. mt. Month Per 10(Lease amt. | Years Rate in T (309 Sqg. mt. Lease amt_due
£ increase increase sqg. mt due as per esc after every as per High
1268'02 inX agree. In X 5 years (Court (%rder in
18.8.03

1 Aug 02-03 | 3800 - 3800 40190 12 100 18326640 1 1 40190 40190

2 Aug 03-04 | 3800 190 3990 40190 12 100 19242972 2 1 40190 40190

3 Aug 04-05 | 3990 200 4190 40190 12 100 20207532 3 1 40190 40190

4 Aug 05-06 | 4190 210 4400 40190 12 100 21220320 4 1 40190 40190

5 Aug 06-07 | 4400 P20 4620 40190 12 100 22281336 5 1 40190 40190

6 Aug 07-08 | 4620 231 4851 40190 12 100 23395403 6 1.3 40190 52247

7 Aug 08-09 | 4851 243 5094 40190 12 100 24567343 7 13 40190 52247

8 Aug 09-10 | 5094 255 5349 40190 12 100 25797157 8 13 40190 52247

9 Aug 10-11 | 5349 267 5616 40190 12 100 27084845 9 13 40190 52247

10 Aug 11-12 | 5616 281 5897 40190 12 100 28440052 10 1.3 40190 52247

11 Aug 12-13 | 5897 295 6192 40190 12 100 29862778 11 1.69 40190 67921

260426378 530106

CCTPL lease rental calculations towards 600 metres of wharf

Years Period Rate in 5% Rate Sq. mt. Month Per Lease amt. Years Rate in T Sq. mt. |ease amt due
Ed increase gﬁer 100 due as per (30% esc Bs per High
19.3).02 !nc?rease sq. mt agre. In¥ after every Court Order in|
18.8.03 in 5 years
1 Dec 01-02 | 3800 - 3800 210500 12 100 95988000 1 1 210500 210500
2 Dec 02-03 | 3800 190 3990 210500 12 100 100787400 2 1 210500 210500
3 Dec 03-04 | 3990 R00 4190 210500 | 12 100 105839400 3 1 210500 210500
4 Dec 04-05 | 4190 210 4400 210500 | 12 100 111144000 4 1 210500 210500
5 Dec 05-06 | 4400 220 4620 210500 | 12 100 116701200 5 1 210500 210500
6 Dec 06-07 | 4620 231 4851 210500 12 100 122536260 6 1.3 210500 273650
7 Dec 07-08 | 4851 243 5094 210500 12 100 128674440 7 1.3 210500 273650
8 Dec 08-09 | 5094 255 5349 210500 12 100 135115740 8 1.3 210500 273650
9 Dec 09-10 | 5349 267 5616 210500 | 12 100 141860160 9 1.3 210500 273650
10 Dec 10-11 | 5616 P81 5897 210500 | 12 100 148958220 10 13 210500 273650
11 Dec 11-12 | 5897 295 6192 210500 | 12 100 156409920 11 1.69 210500 355745
12 Dec 12-13 | 6192 310 6502 210500 12 100 164240520 12 1.69 210500 355745




1528255260 3132240

260426378

11.1. The CCTPL under cover of its letter dated 26 July 2010 revised its
proposal earlier filed by it in November 2009. In the submissions made by CCTPL in its
letter dated 26 July 2010, the CCTPL has revised its traffic estimates for the years 2010-
11 to 2012-13 by considering traffic at the level of standard capacity of the container
terminal as determined by CCTPL at 8.20 lakh TEUs each for the years 2010-11 to
2012-13. The CCTPL has generally followed the formula prescribed in the upfront tariff
guidelines of February 2008 assuming some deviations from the norms prescribed in the
2008 guidelines. It has considered full pass through of revenue share for all the years

under consideration.

11.2. A comparative position of its original proposal of November 2009 and

revised proposal of July 2010 is tabulated below:

Sl. | Particulars As given by CCTPL in original As given by CCTPL in its revised
No. proposal filed in November 2009 proposal filed in July 2010
On Calender year basis On Financial year basis
2010 2011 2012 2010-11 2011-12 | 2012-13
1. [Traffic (in TEUs) 780000 820000 850000 82 0000 | 820000 820000
2. Operating Income at existing 21130 22155 22924 21835 21835 21835
evel of tariff X In lakhs)
3. Net Deficit(-) R in lakhs) -5848 -6628 -6402 -3635 -4900 -4684
4. Adjustment of 50% of surplus of 1794 1794 1794 2215 2215 2215
007-09 X in lakhs)
5. Net adjusted surplus / deficit (X in -4054 -4834 -4608 -1420 -2686 -2469
akhs)
6. [Net Deficit(-) as % of operating -19% -22% -20% -7% -12% -11%
ncome

7. Average net surplus / deficit as g

A -20.33% -10.04%
percentage of operating income

11.3. The revised proposal was circulated to the CHPT and the concerned users
for their comments. The comments has been forwarded to the CCTPL as feedback

information. The CCTPL has not furnished its comments.

12. The CCTPL was requested to furnish further information/ clarification

arising out of the revised proposal filed by it as well as its replies furnished to the



additional information / clarification sought by us earlier. The CCTPL has responded to

our further queries. Queries raised by us and response of CCTPL is tabulated below:

Sl. Our queries Reply of CCTPL
No.
1. The Cost statement forming part of the | It is true that the Cost statement indicates an

revised proposal filed by CCTPL reflects an | average deficit of 10% before the Tariff increase
average deficit of around 10% for a period of | proposal. However, the second highest royalty
three years viz. 2010-11 to 2012-13. The | being 27% of Revenue is pass through, and the
reason for seeking an increase of 13.77% in | impact of this cost on the tariff increase has to
all the tariff items may be clarified. be considered while fixing the new tariff. The
average deficit has become 0 after
incorporating the 13.77 % rate increase. We
are also indicating the following formula which
explains this clearly:

Deficit before Tariff Increase (i.e. 10%) = 10.00

Royalty Impact on the above (10 * 27%) = 2.70
Royalty Impact on the above (2.7 *27%) = 0.73
Impact due to Technical Service Fee = 034

Total Increase in Tariff proposed= 13.77

2. The CCTPL was to update/ revise the | We have submitted our original proposal dated
estimates for the subsequent years 2010-11 | 24™ November based on the estimated
to 2012-13 in the light of the actual traffic and | volumes for the years 2010-11 to 2012 -13 .
financial/ cost details for the year 2009-10. | However after perusing the various TAMP
The updated cost statement for the years | orders passed by the Authority, it has been
2010-11 to 2012-13 furnished by CCTPL are | found that TAMP has adopted the practice of
not found to be in line with the request made | fixing tariff as per the capacity.

by us. The CCTPL to update and fumnish the | o\ (om No: TAMP/14/2008 — NSICT

revised cost statement for the year 2010-11 to ) ]
2012-13 based on the actual traffic and i;p;irgtb;; 2008: Page No: 26  Paragraph 13

financial/ cost details for the year 2009-10.
Further excerpts of the Authority’s order in the
case of NSICT Vide the Authority’s order
Reference  TAMP/55/2008 — NSICT Order
Passed on 30" Day of December 2008 Para
No: 5 in Page 3 was quoted.

Other than the above, orders passed by the
Authority in the case of PSA SICAL Tuticorin (G
No. 214 dt.30" December'2008, GTI (G No.71
dt.16™ March’2010), Mangalore Port (G. No. 29
dt. 19" January ‘2009 and JNPT, the Authority
has further refined the manner and method of
calculation of optimal capacity which is
specified as per clause 2.9.10 of the 2005
guidelines.

2005 Guidelines Para 2.9.10

Return allowed will be linked to the utilisation
factor of the capacity of the port/terminal as
assessed by them considering the berth length
and other facilities / equipments provided. In
line with the Government policy of ports
maintaining spare capacity to avoid congestion
and timely development of additional facilities,




maximum permissible Return will be allowed for
capacity utilisation of 60% and above. When the
capacity utilisation is found to be in the region of
50% to 60%, a decision on pro-rata reduction in
the maximum permissible return to be allowed
will be decided on case to case basis after
analysing the factors leading to capacity under
utilisation. The method of determining designed
capacity of ports will be standardized.

In line with the requirement of this guide line
and past TAMP orders we have reworked and
submitted the revised calculations vide our
letter dated 26™ July’2010, in response to
TAMP'’s requirement.

Capacity :

The CCTPL was requested earlier, vide our
letter dated 22 June 2010, interalia, to furnish
the reason for adopting different ground slots
to arrive at the total ground slots of 3960
considered by it in the vyard capacity
estimation in its original proposal of
November 2009. However, the CCTPL has
not furnished the reasons for adopting
different ground slots to arrive at the total
ground slots of 3960. The CCTPL to furnish
the reasons.

We confirm that we have not considered 3960
ground slots in the yard capacity estimation.
While we confirm the actual ground slots are
only 3960, we have considered 4171 ground
slots as per the norms adopted by the Authority
through its various orders and calculated the
capacity accordingly. The same has been
clarified in our letter dated 26™ July 2010.

Though we have indicated that our yard
capacity based on the actual ground slots
available (3960 Slots) is  7,78,292 TEUs, we
have considered a volume of 8,20,000 TEUs ,
as the capacity based on the norms and done
all workings in our Tariff application based on
the same. Hence we confirm that 3960 is not
considered for our workings.

Operating Income _:

(). Note 3 to Form 2B (Income Projections) of
the prescribed formats for tariff proposal
adopted by the Authority requires the operator
to provide detailed computation of income
with reference to the estimated traffic. The
CCTPL in its reply has stated to have
provided the workings. It seems that CCTPL
is drawing reference to Form — 2B, which
reflects only the income from each category of
containers and does not furnish the detailed
computation of income. The CCTPL to furnish
detailed computation of income with reference
to the updated estimated traffic at CCTPL's
existing Scale of Rates and the proposed
Scale of Rates for all the years under
consideration  separately for container
handling and storage without the impact of
volume discount scheme.

We have provided the detailed breakup for
Form 2B. Please note that the same is based
on the Volumes based on capacity as explained
in our response 2 above.

[The said statement provides only income
estimation for various activities for the year
2010-11 to 2012-13 at the existing and
proposed levy of tariff. It does not contain the
detailed computation of income as requested by
us. It has stated that the income estimation is
based on volumes at standard capacity].

(ii). The Exchange rate considered by CCTPL
in the estimation of the income for the years
2010-11 to 2012-13 may be furnished.

Exchange rate has been considered at 344.94
per USD based on the Reserve Bank of India
Rate on 31% March’2010. We have considered
a uniform rate for the projection period based
on the earlier order in the case of CCT Refer
Para 10 (iii) “Since estimates for 3 years are




considered, it is expected that short term
fluctuations in exchange rate may get evened
out over the period of 3 years. In any case, the
actual income realized by the CCTPL during the
current tariff validity period including on account
of dollar denominated tariff will be reckoned
with at the time of the next tariff revision in
terms of Clause 2.13 of the guidelines”

Operating Cost :

(OF

Operating and Direct Labour :

(@). The mistake in the calculation of
operating labour cost (product of the number
of employees and average cost per employee
does not match with the amount furnished by
CCTPL in its cost statement) for the years
2008-09 and 2009-10, stated to have been
rectified by CCTPL, is not rectified in the Form
- 3B.

(b). The CCTPL has considered an increase
of around 44% in the average cost per
employee for the year 2009-10 as compared
to the year 2008-09. As stated by CCTPL, the
increase will be on account of tripartite wage
settlement. The CCTPL to  furnish
documentary evidence to support the
increase of around 44% in the average cost
per employee.

The tripartite wage settlement is for a period of
3 years. The last settlement has already been
over in April '10 and the negotiation for the
current settlement (i.e. from May’10 to April'l3)
is under progress. CCTPL had to give an
increase of approximately 53% only in the
Salary and Annual bonus components
excluding the incentives. As a documentary
evidence, CCTPL has furnished a sample pay
slips of few employees and also a working
sheet to support the increase of 53%. Also
please note that we have enclosed the
documentary evidence of the last tripartite
agreement, wherein this increase can be seen
in page no. 3 of the document with a title “wage
increase over all". A Copy of the tripartite
agreement is attached. Keeping this in mind
and also the high inflation which has taken
place in the last three years we have
considered a conservative estimate of around
44% towards this. We request that our
submissions be considered as it is.

Employee Count and Cost details for 2007,
2008-09 and 2009-10 are as given below

Head Count 2007 2008-09 2009-10
Operators 199 183 177
Supervisors 79 83 84
Management Staff 12 12 12

Cost in INR (Lakh)

Operators 428 575 484
Supervisors 181 295 280
Management Staff 153 133 129

We confirm that the above corrections have
been incorporated in Form 3B, in the current
submission

(i)

Maintenance Labour :

Similarly, the mistake in the calculation of
maintenance labour cost (product of the
number of employees and average cost per
employee does not match with the amount
furnished by CCTPL in its cost statement) for
the years 2008-09 and 2009-10, stated to

Employee Count and Cost details for 2007,
2008-09 and 2009-10 are as given below

Head Count 2007 2008-09 2009-10

Service Men 6 4 0
Supervisors 87 90 87
Management Staff 15 15 15

Cost in INR (Lakh)




have been rectified by CCTPL, is not rectified
in the Form — 3B.

Service Men 6 2 0

Supervisors 223 318 251

Management Staff 135 152 134

We confirm that the above corrections have

been incorporated in Form 3B, in the current
submission

(ii). | Equipment running cost _:
(a). | Power Cost : The variable power consumption is of two parts;

(). The CCTPL has justified the increase in
the power consumption per TEU on the
ground that 2 additional quay cranes have
been added to the total pool of equipments
and also that CCTPL estimates to handle
more Reefer volumes. With reference to the
additional quay cranes, the CCTPL has
confirmed that the new Quay cranes are in
replacement of the existing cranes and as
such the number of total equipments will not
undergo a change. Also, the quay cranes
being new, may consume less power as
compared to the old ones which are being
replaced.

With reference to the additional reefer
volumes, it may be noted that, the number of
Reefer containers estimated to be handled
during the years 2010-11 to 2012-13 are in
fact less, as per its revised proposal, as
compared to the actual Reefer volumes
handled in the past. Therefore, the CCTPL to
justify the increase in the power consumption.

one relating to QC and the other relating to the
Reefers. In order to explain this better we have
now incorporated the breakup of QC & Reefer
in our workings. Please refer to form 3B. While
the QC consumption per TEU is fairly uniform ,
the consumption of Reefer per Reefer -TEU
varies with respect to the dwell as well as the
temperatures at which to be maintained. We
have observed an average power consumption
of 200 per Reefer-TEN in 2008-09 (15m) and
151 per Reefer-TEU in 2009-10. Based on this
historical trend we have considered an average
of 180units per Reefer-TEU for the future
periods (i.e. from 2010-11 to 2012-13). TAMP
may please review the current submission and
accept the same.

(ii). CCTPL to furnish documentary evidence
in support of the increase in the unit rate of
electricity considered by CCTPL in the
estimation of power cost.

Copy of TNEB Notification along with letter
received from ChPT - Notification of Tamil
Nadu Electricity Board published on 01.08.2010
in “The Hindu” and through TNEB’s Web site is
furnished

(iii). Inspite of a specific query in this regard,
the CCTPL has not furnished documentary
evidence to support the fixed electricity
charges paid/ payable by CCTPL. The
CCTPL to furnish the requisite documentary
evidence

Fixed electricity charges includes two elements
viz.,

a) The power consumed for
Administrative building, Yard lighting etc., which
are independent of the volume and ( This has
been considered based on the historical
consumption pattern)

b) The fixed demand charges charged by
ChPT ( Documentary evidence required by the
Authority is attached.

c) Demand charges are attached:
No. of KVA — 2565
Rate per KVA -%300/- per KVA

Fixed Demand (2565 *300) - ¥7,69,500/-




Add : Meter Rent (2*1200) -3 2400/-

Add 5% Electricity Tax on -3 38,595/
Total Fixed Demand pm -38,10,495/-
Total Fixed Demand pa -397,25,940/-

(for the FY 2010-11)

The charges for the subsequent years has been
considered with the escalations factors as per
the TAMP guidelines.

(0).

Repairs & Maintenance Cost

To a query to furnish detailed working for the
estimated repairs and maintenance cost of
equipments and electrical installations for all
the years under consideration, the CCTPL
has just furnished the list of Major Spares
Replacement for the years 2010-11 to 2012-
13. Also the list is with respect to the spares
replacement to the tune of I197.43 lakhs,

3211.34 lakhs and %265.40 lakhs as against
the estimated Repairs and maintenance cost
of 550 lakhs, Y605 lakhs and I665 lakhs for
the years 2010-11 to 2012-13 respectively.
The CCTPL to furnish a detailed working to
arrive at the estimates of Repairs and
Maintenance Cost for all the years under
consideration.

Repairs & maintenance cost cannot be
accurately estimated and more so when the
machines are getting older and older the
maintenance costs are likely to go up. Based
on the past 3 years we have observed that the
maintenance costs are around 1.7% of the
Equipment costs. While the fact remains that
the expenses are likely to go up, we have taken
a conservative estimate of maintaining the
same percentage of expenses to the Asset
costs. We also request the Authority to refer to
the normative norms for this category of
expenses, which is fixed as 7% of cost of all
mechanical and electrical equipments. However
we have also provided list of major items. We
request TAMP to consider the numbers as
submitted by us.

(iv).

Efficiency Gain:

(a). In the workings furnished by CCTPL for
Efficiency gains incase of Power and Fuel
Cost, the CCTPL has simply divided the entire
variable cost with the traffic, without factoring
the consumption of resources and the rate per
unit of resources. The efficiency on the part of
CCTPL can be recognized only if the cost
reduction has arisen on account of reduction
in the consumption of resources, as was
determined during the last general revision of
CCTPL. The CCTPL to rework its efficiency
gains workings.

With respect to the power cost the amount
indicated is the total cost of power consumed in
the Terminal for the respective years. Please
note that the electricity tariffs have remained
same during the period Jan’07 — Mar'l0 and
hence the savings in cost truly represents the
savings due to efficiency. However we are
providing the breakup of Fixed and Variable
electricity cost. Fixed and Variable Unit
Workings are furnished.

(b). In the workings furnished by CCTPL for
Efficiency gains incase of ITV hire, the
relevance of considering the power cost is not
clear.

The word power cost is a typographical error,
and it should be replaced with ITV hire. We
apologize for the same.

(c). The CCTPL has considered insurance
cost as an item in the Efficiency gain
calculation. The CCTPL to establish how the
efficiency of CCTPL has an impact on the
insurance cost. Further, the relevance of
considering power cost in the calculation is
not clear.

The Insurance cost is based on the value of the
assets and also the claim pattern of the insured.
By implementing safe work process and with
proper maintenance of the machines we were
able to bring in the efficiency in this area and
thereby able to reduce the Insurance cost Year
over Year in-spite of the additional investment.
The words “power cost” may be read as
“Insurance cost” and we apologize for the




typographical error.

(v). | Equipment Hire Charges :
The CCTPL was to furnish documentary | Documentary evidence in support of hire of ITV
evidence in support of the equipments taken | is attached. The per TEU rate for ITV hire
on hire. The CCTPL has furnished copies of | being paid to the contractors is ¥85.
documents in respect of hire of forklift and ) ) i
YMV. Documentary evidence in support of [The agreement is valid for a period of 3 years
hire of ITV, has not been furnished. from 1 July 2008 to 30 June 2011]
(vi). | Lease rentals : Lease Rentals Working has been furnished. As
The CCTPL to fumish the lease rentals the Authority is aware, the arbitration award has
avable by it to CHPT calculated as per the been challenged by CHPT and matter is under
zrgitrationyAlward for the agt eriod frI())m the appeal before the Madras High Court. . Since
date of effect of Arb'trat'opn Apard as well as the matter is subjudice, we would request
for the 3 f : £01O \1\/1 ¢ 2(\)’\12 13 Authority to consider the amounts as indicated
sor o(reted byearsrk_;]org i 0 "= |'in our submission. In the event of CCTPL
upp Yy WOrKings. getting the final judgment in its favour, the entire
amount may be adjusted at that point of time.
Any interim adjustment made now will
jeopardize our position as we may not be in a
position to realize the same due to changing
market conditions as well as, it would put the
trade to severe strain at a later date in case the
judgment is not in favour of CCT.
[The lease rent payable for past period and for
further period as per Arbitration Award is
tabulated below as given by CCTPL
Lease rent payable as per Arbitration Award for
past period
Particular Period Amount No. No. of Amount
paid by of months payable
CCTPL years
From To Sq, mt.
Stage | 30.11.01 31.3.10 211,000 9 4 1,969,333
assets (600
m berth)
For stage Il 19.8.02 31.3.10 40,190 7 7 304,777
assets (285
m addl.
Berth)
Lease rent payable as per Arbitration Award for
future period
Particular Period Amount No. No. of Amount
paid by of months payable
CCTPL years
From To Sqg, mt.
Stage 1| 1.4.10 31.3.13 211,000 3 0 633,000
assets (600
m berth)
For stage II| 1.4.10 31.3.13 40,190 3 0 120,571
assets (285
m addl.
Berth)
(vii). | Depreciation :

CCTPL was to furnish detailed workings for
the estimated depreciation for all the years
under consideration bearing in mind clause
2.7.1. of the revised tariff guidelines. The
CCTPL was also to furnish the rates of
depreciation adopted by it giving reference to

Detailed working for the estimated depreciation
for all the years along with rates of depreciation
adopted is furnished. We confirm that we have
considered the rates of depreciation as
prescribed by the companies Act which is as




the provisions of Companies Act or provisions
of concession agreement as the case may be.
In reply, the CCTPL has only furnished the list
of assets estimated to be added to the Gross
Block of Assets during the years 2010-11 to
2012-13. The CCTPL to furnish the requisite
details.

per the clause 2.7.1 of the guidelines.

Capital employed :

O

Fixed Assets :

(a). The value of gross block of fixed assets at
the beginning of the year 1 April 2009
amounting to I49376 lakhs in the revised
Form — 4A, does not match with fixed assets
schedule forming part of annual accounts of
CCTPL for the financial year ending 31 March
2009, which shows a balance of 350105
lakhs. The difference may be reconciled and a
correct revised grouping of the assets may be
furnished.

Please refer to the Para on SFIS Scrip in our
submission dated 26" Juy’'10; we have
removed the impact of SFIS scrip in the
Capitalization as indicated therein. The position
is reconciled as given below:

Particulars As of Mar'09 | As of Mar'10
Gross Block as per | 50,105 60,961
Annual Accounts
Less : SFIS impact | 729 2,710
removed
Gross Block as per Form | 49,376 58,251
4A

(b). To a query requesting CCTPL to furnish
documentary proof in support of the actual
additions made by CCTPL to its gross block
of assets during the year 2009-10, the CCTPL
has just furnished a statement showing the
capital cost and the other associated costs
with reference to the purchase of 2 Quay
Cranes amounting to 9304 lakhs. The
CCTPL to furnish documentary proof in
support of Y9402 lakhs during the year 2009-
10.

Documentary proof in support of Actual
additions — 2009-10 have been furnished.

(c). With reference to the CCTPL replacing its
existing quay cranes with two new quay
cranes, the CCTPL to furnish the actual
number of Quay cranes, Rail mounted Gantry
Crane, Rubber tyre gantry crane, and all other
equipments being used at its terminal. The
CCTPL to furnish the gross value of each type
of equipment as considered in the Closing
Gross Block of Plant and Machinery in the
Annual Accounts for the year ending 31
March 2010 for perusal.

List of Plant & Machinery with QTY and Value
for the year ending 31-03-2010 is furnished.

[The list shows the gross block of plant &
machinery at ¥39564.11 lakhs as on 31.3.2010]

(d). CCTPL has already acquired two new
quay cranes in replacement of the existing
quay cranes in the year 2009-10. However,
the CCTPL proposes to dispose the existing
cranes only during the years 2010-11 and
2011-12 respectively. CCTPL has reported
that it has excluded the value of the cranes to
be replaced, in the calculation of Capital
Employed. It is not clear as to in which year
the Written Down Value (WDV) of replaced
quay cranes is excluded. The CCTPL to
exclude the WDV of the replaced quay cranes
from the capital employed relating to the year
2009-10 itself. It also to exclude the

Depreciation workings are furnished. In the
same working please refer to para “Deletion
during the year”, you will find that 1QC had
been excluded in the year 2010-11 and the
other QC during 2011-12. Please note that we
have considered a realistic assumption of
disposing of these cranes during the years
2010-11 and 2011-12. While we do not expect
any profit or loss in respect of QC disposed of
during 2010-11, we have considered a profit of

%70 Lakh for 2011-12.
Particulars QC1




corresponding cost relating to operating the
replaced quay cranes from the time of
replacement of the said quay cranes. The
cost statement may be modified suitably. The
CCTPL also to estimate the profit/ loss on the
disposal of the said two quay cranes and
account such profit/ loss suitably in the Cost
statement.

WDV as on 31-03-2010 61.12 lacs

Expected Realisation 61 lacs

Profit (Loss) on sale of Asset | No profit/Gain

Particulars QC2

WDV as on 31-03-2011 No Value
Expected Realisation 70 lacs
Profit (Loss) on sale of Asset 70 Lacs

We have not considered any maintenance
expenditure.

(e). CCTPL to intimate the status of action
initiated to procure the Capital assets during
the year 2010-11 amounting to I1558 lakhs.
Documentary support to show the action
taken towards these capital additions may be
furnished.

Most of the items indicated for procurement is
under pipeline and we have attached the
quotations for most of the items in the list.
Others are in the pipeline of enquires.

(Some of the Quotations furnished by CCTPL
are seen to be in respect of its group concerns.
The CCTPL vide its email have confirmed that
the Quotations obtained for the Group
Concerns may be considered as supporting for
the estimates of CCTPL also.)

7. Working Capital :

(). For the reasons stated at paragraph no. | The business dynamics have now changed and
10(v)(iii) of Order dated 19 June 2008 passed | many of the shipping lines are holding
by this Authority disposing of the review | continuous debit balances. In case of many of
application filed by CCTPL, this Authority may | the customers we receive the payment only
not be in a position to consider Sundry | after 10 days after the presentation of the
Debtors at 7 days turnover, as requested by | invoices. The position of debtors as at 31°
CCTPL. March ‘2010 was as follows.

As at As at
March March 31,
31, 2010 2009
Sundry Debtors < ‘000 < ‘000
Unsecured, considered good
Debts outstanding for a period 124
exceeding six months
Other debts 33,099 10,930
33,223 10,930
While the revenue Year over Year has not
significantly changed, the debtors balance has
now become 3 times of the last year scenario.
In the context of the revised changes in the
business environment, we submit to the
Authority to accept our submission of 7 days for
Sundry Debtors.
(ii). From the submissions made by CCTPL, it | 1. These payments arise out of the

appears that CCTPL has considered eligible
MAT Credits, Advance Tax, CENVAT Credit
for the purpose of determining Pre-payments
as part of Working Capital. In this connection,

obligations covered under the Licence
agreement

2. These payments cannot be




as mentioned at paragraph no. 10(v)(iv) of | distinguished as being outside the scope of the
Order dated 19 June 2008 passed by this | Licence agreement, since it is only because of
Authority disposing of the review application | the Licence and framed under the Licence
filed by CCTPL, pre-payments were allowed | agreement that these prepayments arise in law.
to the limited extent of covering payments
arising out of the obligations under the
Licence Agreement.

3. The Licence agreement requires vide
clause 7.01 (d) , that “The Licensee shall during
the Licence Period pay in a timely manner all
taxes, duties, levies, cess and charges
including but not limited to income tax, sales tax
, excise duty , customs duty and octroi that may
be levied, claimed or demanded from time to
time by any Government Authority or any other
statutory body or corporation under any law,
statute or any amendment to existing law and
statute including any increase therein effected
from time to time by any Government Authority
or any other statutory body or corporation under
any law, statute or any amendment to existing
law & statute in respect of the Project/ the
Project Facilities and Services.”

8. Scale of Rates The proposed new Tariff Items have already
Inspite of a query in this regard, the CCTPL | been incorporated in the draft Scale of Rates.
has not furnished suitable tariff schedule in | Following are the new Tariff proposals made by
respect of the proposed new tariff items. The | us:

CCTPL to prescribe a tariff schedule
alongwith conditionalities governing the rates
in respect of the proposed new tariff items.

Excessively Over Dimensional Containers,
Weighment of Containers, Fumigation of
Tobacco Containers, CFS Charges in INR and
Removal of Stuck Twist Locks

13.1. A 2" hearing on the case in reference was held on 29 November 2010
at the office of this Authority. It was decided in the hearing, interalia, that the CCTPL
would furnish Cost statements for the years 2010-11 to 2012-13 in line with the tariff
guidelines of 2005 by capturing the actuals upto October 2010 and review the cost
statements for the years 2011-12 and 2012-13 accordingly. It was further decided
that CCTPL and CHPT would furnish some additional information/ clarification. As
decided at the hearing, the CCTPL under cover of its letter dated 8 December 2010
has furnished a revised proposal.

13.2. With reference to the submissions made by CCTPL under cover of its letter
dated 8 December 2010, it is seen that the CCTPL has made some changes in its
proposal when compared to its earlier revised proposal. A comparison of the estimated
traffic and the estimated financial position submitted by CCTPL in its original proposal of
November 2009, in the revised tariff proposal filed in July 2010 and that furnished in
December 2010 is tabulated below:



(X In Lakhs)

Sl. Particulars As given by CCTPL in its original As given by CCTPL in its revised As given by CCTPL under cover of
No. proposal in November 2009 proposal filed in July 2010 its letter dated 8 December 2010
On Calender Year basis On Financial Year basis On F inancial Year basis
2010 2011 2012 2010-11 2011-12 2012-13 2010-11 2011-12 2012-13
1. | Traffic (in TEUs) 780000 820000 850000 820000 820000 820000 1061136 850000 800000
2. | Operating Income at 21130 22155 22924 21835 21835 21835 28695 23396 22087
existing level of tariff
3. | Operating Expenses excl 12572 14256 15064 13513 15009 15459 14493 15212 15471
Royalty and incl.
Depreciation &
Overheads
4. | Revenue share 5705 5982 6189 5895 5895 5895 7748 6317 5964
5. | Net Deficit(-) -5848 -6628 -6402 -3635 -4900 -4684 390 -3876 -4442
6. | Adjustment of 50% of 1794 1794 1794 2215 2215 2215 2228 2228 2228
surplus of 2007-09
7. | Netadjusted surplus / -4054 -4834 -4608 -1420 -2686 -2469 2618 -1649 -2214
deficit
8. | Net Deficit(-) as % of -19% -22% -20% -7% -12% -11% 9% -71% -10%
operating income
9. Average net surplus / -20.33% -10.04% -2.65%
deficit as a percentage of
operating income

13.3.

letter dated 8 December 2010 as decided in the 2" hearing are summarized and

The information sought by us and the replies furnished by CCTPL in its

tabulated below:

Sr.
No.

Additional information/
clarification sought by us

Reply furnished by CCTPL

1.

The CCTPL to furnish
Cost statements for the
years 2010-11 to 2012-13,
for the period for which
tariff is to be set, in line
with the tariff guidelines of
2005 and the instructions
contained in the proforma
for filing the tariff
proposals, since capturing
the actuals upto October
2010 and to review the
cost statements for the
years 2011-12 and 2012-
13 accordingly.

Cost statements for the years 2010-11 to 2012-13 have been
revised incorporating the actual volumes from April to October
2010.

The volume of the second terminal (CITPL) has been constantly
increasing month on month. A few services have moved out of
CCTPL to CITPL. One more service is likely to move out from
CCTPL to CITPL for commercial reasons. The impact of this
service will alone be 1 lakh TEUs per annum. Considering these
factors, the CCTPL has projected a traffic volume of 1061136
TEUs, 850000 TEUs and 800000 TEUs for the years 2010-11 to
2012-13.

However, since the practice of setting the tariff on the basis of
optimal capacity is widely used in case of Nhava Sheva
International Container Terminal Limited (NSICT), upfront tariff
fixation cases of New Mangalore Port Trust (NMPT) and
Jawaharlal Nehru Port Trust (JNPT), following any other practice
will be detrimental. The CCTPL therefore reiterates and appeals
to TAMP, to proceed on the basis of the application filed for
optimal capacity.

Revenue earned by
CCTPL during the years
2006 upto March 2010 as
per the prevailing Scale of

(The CCTPL has furnished workings to show the Container
handling income from the various categories of containers for the
years 2006 upto October 2010.)




Rates with detailed
workings and details of
discount, if any, allowed
by CCTPL.

Detailed computation of
income with reference to
the traffic forecast for the
years 2010-11 to 2012-13,
alongwith detailed working
based on the existing level
of tariff notified in the
Scale of Rates. Yearwise
details of the rebates and
discounts estimated to be
allowed by CCTPL for the
said period may also be
furnished.

(The CCTPL has furnished workings to show the Container
handling income from the various categories of containers for the
period from November to March 2011 and for the years 2011-12
and 2012-13. Though the CCTPL has furnished the figure of the
amount of rebate estimated to be allowed, it has not furnished
workings for the same. )

The CCTPL has further stated that In an environment of
competition, rebates have to be allowed to the customers. These
rebates are essentially volume discounts and are to be allowed
only based on customer fulfilling agreed volume targets. As such,
the same may be treated as cost.

Detailed analysis of the
savings to the trade as
claimed by CCTPL.

(The CCTPL has furnished workings to show a savings/ benefit to
the tune of I787/- per TEU to the trade during the year 2009, as
summarized below:

Sr.No. Description T Per TEU

1. | savings in Berth hire charges (X16/- per 216
TEU) on account of reduction in vessel
turnaround time and 3200/- per TEU on
account of Charter hire savings

2. Savings due to reduction in truck 140
turnaround time

3. Interest Savings due to reduced dwell time 144

4, Savings due to enabling terminal/ customs 39
e-process

5. Savings due to container detention charges 216

6. Efficiency gains not factored in tariff 32
proposal 2007-2009 (no workings furnished)
TOTAL 7871-

Complete set of the
audited Annual Accounts
for the financial year 2009-
10.

(The CCTPL has furnished the complete set of Audited Annual
Accounts for the year ended 31 March 2010.)

A Certificate to the effect
that the benefit accrued to
CCTPL on account of the
‘Serve from India Scrip’
will be utilised towards
import of capital assets for
CCTPL alone and that the
benefit is not passed on to
its sister concerns.

The benefits accruing to CCTPL on account of the SFIS Scrip will
be utilized towards Import of Capital Assets for CCTPL alone.
Incase due to business exigencies, it is required to transfer the
Scrip to the sister concerns as per the provisions of Customs, the
same will be returned back by way of Scrip only and will not be
transferred for consideration of cash.




7. Definitions/ conditionalities
relating to the proposed
new tariff items viz.
excessively over
dimensional containers,
weighment of containers,
removal of twist lock,
fumigation etc.

(The CCTPL has
incorporating the definitions/ conditionalities.)

furnished the revised Scale of rates

8. CCTPL to furnish a hard
copy of the presentation
made by it during the joint
hearing held on 29
November 2010.

(The CCTPL has furnished a copy of the presentation made by it
on 29 November 2010.)

13.4.

The information sought from CHPT and the response of CHPT as decided

in the 2" hearing are summarized and tabulated below:

Sr. Information sought by us
No.

Response of CHPT

1. CHPT to furnish details of income of
CCTPL for the past period (from the year
2006 upto March 2010) which has been
verified by CHPT’s auditor for the purpose
of computation of the revenue share
payable by CCTPL to CHPT.

(The CHPT has furnished monthwise details of
the Revenue earned by CCTPL as per auditor,
Royalty to be paid by CCTPL as per Auditor,
Royalty paid by CCTPL and the difference in the
royalty amount actually paid by CCTPL and that
payable by CCTPL as per auditor, from January
2006 to March 2010.)

2. CHPT to verify the position relating to the
utilisation of duty free scrip under Serve
from India Scrip (SFIS) by CCTPL against
the applicable capital expenditure incurred
by them.

It has been ascertained from CCTPL that a sum
of 327.10 crores (2008-09 — X7.30 crores and
2009-10 — 319.80 crores) have been made
towards capital expenditure.

14.

The CCTPL under cover of its letter dated 28 January 2011 has forwarded
to us a copy of the Long Term Settlement signed by it on 19 January 2011 in support of
the quantum of increase considered by it for the unionized category of employees. The
impact of LTS as furnished by CCTPL is reproduced below:

( in Lakhs)
Particulars 2009-10 2010-11 [2011-12 2012-13
Estimated earlier 957 1301 1423 1559
Revised Estimates based on LTS 957 1300 1402 1508

15.

at the office of this Authority. An excerpt of the comments received will be sent separately to

The proceedings relating to consultation in this case are available on records



the relevant parties. These details will also be made available at our website

http://tariffauthority.gov.in

16.

With reference to the totality of the information collected during the

processing of the case, the following position emerges:

0.

(ii).

The Scale of Rates of CCTPL was last reviewed in March 2007. In the
tariff Order of March 2007, status quo of the then prevailing tariff level was
maintained for the years 2007 to 2009 with a validity for the tariff till 31
December 2009. However, with reference to an application filed by CCTPL
to review the tariff Order of March 2007, this Authority passed an Order in
June 2008 granting an across the board increase of 10% to be effective
from 1 August 2008 till 31 December 2009.

Subsequently, this Authority vide its Order dated 31 March 2010 has
extended the validity of the existing Scale of Rates of CCTPL till 30
September 2010, subject to fully adjusting the additional surplus, if any,
over and above the admissible cost and permissible return for the period
post 31 December 2009 in the tariff to be determined for the next tariff
cycle.

Clause 3.1.2 of the tariff guidelines of March 2005 requires a major port/
private terminal thereat to file its proposal at least 3 months before the
tariff is due for revision. After reminder, the CCTPL filed its proposal for
general revision of its Scale of Rates in November 2009. This proposal
was taken up for consultation with the relevant users. After the first joint
hearing, the CCTPL furnished a revised proposal in July 2010. The
revision was mainly on account of change in the approach adopted by
CCTPL for estimation of traffic.

Based on the discussions held at a subsequent hearing on 29 November
2010, the CCTPL under cover of its letter dated 8 December 2010 has



(i).

(iv).

furnished a revised proposal. The revised cost statement furnished by
CCTPL under cover of its letter dated 8 December 2010 alongwith the
subsequent additional information/ clarification furnished by CCTPL is

considered for the purpose of this analysis.

Clause 2.13 of the tariff guidelines of 2005 mandates review of the actual
physical and financial performance of the Major Port Trusts and private
terminals at the end of the prescribed tariff validity period with reference to

the projections relied upon at time of fixing the prevailing tariff.

During the last review of tariff of CCTPL, the position was analysed for the
calendar years 2007, 2008 and 2009 relying upon the estimates for the
said years. As such, it is necessary to make a comparison of the estimates
for the years 2007, 2008 and 2009 with that of the actuals for the said
years. Further, the CCTPL has continued to operate its facilities beyond
December 2009 at the level of tariff approved in June 2008. Incidentally, it
has changed its Accounting Period from Calendar Year basis to Financial

Year basis from the year 2008-09 onwards.

Thus, the actuals for the years 2007, 2008-09 and 2009-10 have been
considered to analyse the past performance of CCTPL. The period from
April 2010 to March 2011 has been considered as part of the next tariff

cycle under consideration.

The performance of CCTPL during the years 2007, 2008-09 and 2009-10

is analysed below:

(8. As brought out earlier, an across the board 10% increase over the
then prevailing tariff vide Order dated 19 June 2008, which came
into effect from 1 August 2008. Since the impact of the upward
revision of tariff is reflected by the actual income, the estimated

income for the period from August 2008 to December 2009 is



(b).

().

updated to reflect the increase granted, so as to enable comparison

between the actuals and the estimates.

CCTPL has handled 1052993 TEUs, 1447138 TEUs and 853746
TEUs during the years 2007, 2008-09 and upto December 2009
(proportionately considered for 9 months in the year 2009-10)
respectively, as against the estimate of 914952 TEUs, 925521
TEUs and 749346 TEUs for the years 2007, 2008 and 2009

respectively.

The operating income (net of rebate/ discount) as shown in the
audited Annual Accounts for the year 2007, 2008-09 and 2009-10 is
%¥25868.01 lakhs, %38801.13 lakhs and 331767.43 lakhs
respectively. The CCTPL has furnished workings to arrive at the
actual income based on the volume of traffic under each category
and the respective rates as prescribed in the SOR of CCTPL. The
income so arrived at by CCTPL based on the Scale of Rates is
relied upon, without considering rebates and discounts since the
tariff fixing exercise cannot recognize the discounts/ rebates

allowed by the private operator at his discretion.

In the Cost statements furnished, the CCTPL has reduced its actual
operating income for the years 2007, 2008-09 and 2009-10 by 393
lakhs, X147 lakhs and %81 lakhs respectively (the aggregate of
which works out to X3.21 crores), being the income earned by it
from the Bonded Trucking operations for movement of Container
from CCTPL CFS to Customer CFSs at locations outside Chennai.
In this context, it may be relevant to recollect that this Authority in
its tariff Order of June 2008, has held that bonded trucking service
facilitating transportation of goods by CCTPL outside port area
would not come under the regulatory oversight of this Authority.

Therefore, the CCTPL has excluded the income arising from this



activity from its operating income and the expenses relating to the
said activity from its operating expenditure. Incidentally, the CCTPL
has stated to have discontinued the said activity.

The CHPT, while responding to a query to furnish details of income
which has been verified by CHPT's auditor for the purpose of
computation of the revenue share payable by CCTPL to CHPT, has
furnished the audited monthwise income details of CCTPL for the
period from 2006 to March 2010. When the monthwise income of
CCTPL as reported by CHPT is aggregated for each of the years
2007 upto March 2010, it is seen that the income figures furnished
by CHPT is at a higher level to the tune of ¥4.22 crores as
compared to the income figures furnished by CCTPL. When asked
to clarify the reasons for the said difference, the CCTPL has
explained that the income figures given by CHPT also includes the
income related to bonded trucking to the tune of ¥3.21 crores for
the said period. With regard to the residual amount of ¥1.01 crores,
it is on account of difference in the approach adopted by CHPT and
CCTPL to recognize the income at the year end. That is, according
to CCTPL, CHPT recognizes income from the vessel the day when
it enters the port (say 31 March) whereas the CCTPL recognizes
income only after completion of the vessel operations (say after 31
March). As a result, at any given point of time, the income of
CCTPL as recognised by CHPT may be marginally higher as
compared to the income recognised by CCTPL. Hence, the income
figures based on the workings furnished by CCTPL with reference
to the existing Scale of Rates are taken into account. Thus, the
operating income at 3258.73 crores, ¥388.03 crores and ¥323.58
crores are considered for the calendar years 2007 to 2009

respectively in the Cost statement.



(d).

The other income stream reported in the Annual Accounts of
CCTPL includes interest income, customs duty credit from SFIS
Scrip, Scrap sales, Foreign exchange gain, provisions written back
which are no longer required, provision for doubtful debts written

back, profit on sale of assets and miscellaneous income.

The items of income namely Scrap sales, profit on sale of assets
and miscellaneous income appear to be arising out of normal
operation of CCTPL. Therefore, these items of other income are
considered in this analysis. Since Return is allowed on Capital
Employed (ROCE), interest income is not treated as income in
fixation of tariff of major port trusts/ private terminals. The exchange
gain arising out of servicing of foreign currency loans are also not
treated as part of income, as has been the general practice
followed. Similarly, the interest expenditure and the foreign
exchange loss are also not treated as an item of cost in the tariff

fixation exercise.

An amount of ¥980.23 lakhs, ¥1103.15 lakhs and ¥1550.12 lakhs is
shown as Customs duty credit from SFIS Scrip in the Annual
Accounts for the years 2007, 2008-09 and 2009-10 respectively.
The CCTPL has excluded the value of the said Duty credit from its
Other Income. As stated by CCTPL, the said Scrip is to be utilized
in lieu of the entire duty liabilities on the import of equipments,
spares and consumables and till March 2010, it has utilized the
Scrip to the extent of X2775.50 lakhs to discharge the duty liability
for procurement of Cranes, leaving an unutilised balance of 3858
lakhs. Incidentally, the corresponding value of the SFIS Scrip has
been excluded by CCTPL from the Net Block of Assets and
Equipment running cost, which is explained in the later part of the
analysis. The CHPT has confirmed that it has ascertained from

CCTPL that a sum of %27.10 crores have been made towards



(e).

capital expenditure. In this connection, it is to be noted that the
CCTPL has utilized the Scrip to the extent of 65 lakhs under the
head of Equipment running cost apart from the amount of ¥27.10
crores towards Capital Expenditure. This position aggregates to the

sum of ¥27.75 crores.

The CCTPL has confirmed that the benefits accruing to CCTPL on
account of the SFIS Scrip will be utilized towards import of Capital
assets for CCTPL alone. With reference to the amount of ¥858
lakhs lying unutilized, the CCTPL has not explained the proposed
utilization of the duty Credit in the additions proposed during the
years 2010-11 to 2012-13. The CCTPL is advised to furnish details
of utilization of the Duty credit, in the next review of its tariff.

One of the items considered by CCTPL under the head ‘Operating
Cost’ is Efficiency gain in its cost statement for the years 2007 to
2009-10. The CCTPL has considered an amount of X716.04 lakhs,
%984.05 lakhs and X774.06 lakhs towards Efficiency gain for the
said period, calculated at ¥68/- per TEU, as claimed by it during the
proceedings which culminated in the tariff review Order of June
2008.

In this regard, it may be relevant to note that during the proceedings
relating to tariff Order of June 2008, the CCTPL had claimed benefit
of efficiency gain to the tune of X68/- per TEU. However, for the
reasons recorded in paragraph 10(ix) of the June 2008 Order, this
Authority had allowed the benefit of Efficiency gain arising on
account of Contract/ casual labour cost, Equipment running cost
and Equipment hire cost to CCTPL to the extent of ¥372.58 lakhs,
%¥397.24 lakhs and ¥338.99 lakhs based on the estimated traffic of
914952 TEUSs, 925521 TEUs and 749346 TEUs, which works out to
%40.72 per TEU, %42.92 per TEU and %45.23 per TEU during the



(f).

years 2007 to 2009 respectively. That being so, the question of
consideration of allowing Efficiency gain at the uniform rate of I68/-

per TEU does not arise.

The unit Efficiency gain as determined in the Order of June 2008 for
the admissible items of cost is maintained and adjusted for the

actual volume of traffic handled during the said period.

It may be recalled that while allowing Efficiency Gain in the Order of
June 2008, the Efficiency gain was not shown as a separate item of
cost, but was built into the respective heads of expenditure.
However, in this analysis, to enable a better presentation, the effect
of Efficiency gain considered in the estimates is excluded from the

respective heads of expenditure and shown separately.

The Annual Accounts for the years 2007 to 2009-10 show an
amount of ¥9615.24 lakhs, ¥14468.23 lakhs and ¥12068.56 lakhs
as Royalty. With reference to the royalty/ revenue share, CCTPL
has considered royalty at 27% of the income considered in its Cost
statement. Incase of CCTPL, Revenue share is to be allowed as a
cost to the extent of second highest bid, as per the policy direction
issued by the Government under Section 111 of the Major Port
Trusts Act, 1963, vide Ministry of Shipping letter no. PR-
14019/6/2002-PG(1) dated 7 November 2003. The Policy direction
issued specifically for the CCTPL directs this Authority to review the
tariff of CCTPL so as to take into account the revenue share as cost
for tariff fixation in such a manner as to avoid likely loss to CCTPL
on account of the revenue share not being taken into account for
tariff fixation, subject to a maximum of 27% (out of total 37.128%)
revenue share being paid by CCTPL. This treatment may continue
to be allowed for such of the remaining period of the Agreement

with CCTPL as may be necessary for the above purpose only. In



(9).

other words, 72.72% Revenue share payable by CCTPL (i.e.
37.128%) only can be the maximum pass through that can be
considered in tariff exercise. Hence 72.72% of the Revenue share
as shown in the audited Annual Accounts is considered as a pass
through for the years 2007 to 2009-10.

As recorded in the last tariff Order of CCTPL passed in March
2007, there is a dispute between CCTPL and the Licensor port
CHPT with regard to the lease rentals payable by CCTPL to CHPT.
It has been brought to our notice during the proceedings of this
case that an Arbitration Award has been pronounced. As per the
Award, the CCTPL is to pay lease rentals @ 1/- per sq.m per
annum with effect from December 2001, escalating it by 30% every
five years. As reported by CHPT, it preferred an appeal against the
stated Award in June 2006 before the Hon’ble High Court of
Madras. The Hon’ble High Court of Madras has dismissed the
application of the CHPT and confirmed the Arbitration Award in
June 2008. The CHPT has preferred an appeal before the Division
Bench of Hon’ble Madras High Court. There is no interim direction
from the Hon’ble Madras High Court on the appeal preferred by
CHPT. It is also understood that the amount has been adjusted by
the CHPT and CCTPL and that the said parties have closed the

said transaction.

Nevertheless, for the purpose of the past analysis, the lease rentals
for the years 2007 upto March 2010 is considered at the level of
%¥881.59 lakhs per annum as considered in the last tariff Order of
CCTPL in March 2007. This is done since the difference between
the lease rentals allowed as Estimates in the past tariff Orders and
the actual paid/ payable as per Arbitration Award is quantified
separately for full adjustment. If actual lease rentals as per the

Award are considered in the Cost statement for the years 2007 to
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2009-10, it would tantamount to double counting. Consideration of
lease rentals at ¥881.59 lakhs per annum for the years 2007 upto
March 2010 in the past analysis should not be construed as the
lease rentals at I881.59 lakhs per annum is recognised as

admissible expenditure for the said period.

The CCTPL has requested this Authority to continue to adopt the
position as adopted in the 2007 order in respect of Lease Rentals. It
should be noted here that the Hon’ble High Court of Madras has
confirmed the Award of the Hon’ble Arbitral Tribunal. The Division
Bench has neither passed an interim direction nor stayed the order
of the Hon’ble Single Judge Bench of the Madras High Court. The
CHPT and CCTPL have actually effected all the necessary
adjustments. In this backdrop, it is not clear as to why only
adjustment in the tariff fixation exercise be deferred for a later

period, as requested by CCTPL.

In the tariff Order of March 2007, since the CCTPL had produced
the Assessment Orders with reference to the years 2002-03 and
2003-04, which showed that the Income tax authorities have
allowed the Technical Service Fee as an item of expenditure, this
Authority had allowed the estimated payment of technical service
fee as an item of cost in the estimates for the years 2007 to 2009
subject to the condition that the CCTPL at the time of next review
would produce the Income tax assessment Order for each of the
years to show that the concerned authorities have allowed this
expenditure. If such evidence is not produced, the estimated
expenditure allowed then will have to be set off in the current tariff

review.

CCTPL has furnished copy of the Assessment Order for the

financial year 2004-05 and stated that the assessment for the
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subsequent years is not yet over. From the Assessment Order
furnished by CCTPL, it is seen that out of the total Technical
Service Fee of ¥234.80 lakhs as claimed by CCTPL, the Income tax
authorities have disallowed an amount of ¥6.43 lakhs on account of
arithmetical mistake on the part of CCTPL and allowed the balance
amount of ¥228.37 in the Assessment Order. The Income tax
authorities have allowed the Technical Service Fee as an item of
expenditure in the past and it is assumed that the same will be
allowed in the future. Relying on the statement of CCTPL that
assessment for the subsequent years have not yet been done, this
Authority is inclined to treat TSF as part of operating costs for the
years 2007 to 2009-10. The CCTPL is advised to furnish copies of
the Assessment Orders as and when they are obtained from the

Income tax authorities for further scrutiny.

The write-off of preliminary expenses to the tune of ¥38.28 lakhs is
considered for the years 2007, 2008-09 and 2009-10, as was
allowed in the last tariff order of August 2006.

The Operating expenditure as shown in the audited annual
accounts for the years 2007 to 2009-10 do not match with the sum
total of the operating expenditure, overheads and Finance and
Miscellaneous Expenses as shown by CCTPL in the Cost
statement. The expenses in the Cost statement are lower by
%¥117.70 lakhs, %227.70 lakhs and X149 lakhs for the years 2007 to
2009-10, when compared with the position reported in the Annual
Accounts. We have relied upon the position furnished by CCTPL in

its Cost statement.

There is a difference of ¥38.47 lakhs and %177.76 lakhs in the
amount of depreciation considered by CCTPL in the Cost statement
for the years 2008-09 and 2009-10 as compared to the Annual
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Accounts for the respective years. In other words, a lower amount

of depreciation has been considered in the Cost statement. The

difference appears to be on account of CCTPL removing the impact

of the SFIS Scrip from the Capital employed. The depreciation

figures as furnished by CCTPL are relied upon.

As stated above, the CCTPL has excluded the value of SFIS Scrip
component from the Net Block of assets shown in the Annual

Accounts for the respective years. As such, the reduced net block

of assets is taken into account for the purpose of this analysis, as

shown below:

(X in Lakhs)
Net Block of Assets 2007 2008-09 2009-10
As per audited Accounts 35209.05 | 36276.39 | 43106.30
Less: Effect of SFIS 0.00 690.53 2493.77
As considered in the Cost statement 35209.05 | 35585.86 | 40612.53

The working capital is analysed below:

(i).

On the ground that the CCTPL is required to pay royalty on
monthly basis in advance for each month for a Minimum
Guaranteed Throughput (MGT) of 5 lakh TEUs per annum
as per provisions of the Licence Agreement of CCTPL
entered into with CHPT, and likewise, the CCTPL is also
required to pay lease rent for the lands allotted to it in
advance every year as per the Licence Agreement, this
Authority while disposing the review application made by
CCTPL in June 2008 has allowed pre-payment of royalty
and lease rent as part of current assets. In line with the
earlier decision, the monthly royalty amount on a MGT of
500000 TEUs calculated at ¥276.42 lakhs, ¥301.55 lakhs
and ¥319.80 lakhs is considered as pre-payment forming

part of the Current assets.



(ii).

(i).

(iv).

(V).

(vi).

In line with the approach adopted in the Review Order of
CCTPL, 50% of the amount considered in the Cost
statement as lease rentals is considered as the prepayment
of lease rentals for the years 2007 to 2009-10.

The tariff guidelines of 2005 has prescribed a limit of six
months average consumption of stores excluding fuel incase
of items of Inventory. The CCTPL has not furnished the
details of the consumption of stores and fuel. The Annual
Accounts of CCTPL furnish value of consumption of stores
and spare parts at I487.42 lakhs, ¥696 lakhs and 3571.01
lakhs for the years 2007, 2008-09 and 2009-10 respectively.
In the absence of requisite details regarding capital spares
and fuel, 50% of the amount as shown in the Annual

Accounts is considered as Inventory.

Cash balance has been calculated at one month’s operating
expenses including overheads, as done during the last tariff
revision of CCTPL.

The CCTPL has not furnished the current liabilities for the
past years. As such, the figures of Sundry Creditors as
reflected in the Annual Accounts of CCTPL for the years

2007 to 2009-10 are considered in the analysis.

Subject to the above, the Working Capital results in a
negative figure. As such, Capital Employed comprises of Net
Block of Assets and works out to 35209.05 lakhs,
¥35585.86 lakhs and 340612.53 lakhs for the years 2007,
2008-09 and 2009-10.



(m).

In the last tariff Order of March 2007, Return on capital employed
was allowed at 16% for the years 2007 to 2009. The same position

is maintained while analyzing the actuals for the said years.

v). (a). A summary of the comparison of the actuals vis-a-vis the estimates
considered in the last tariff Order is tabulated below:
(X. In Lakhs)
Estimates relied upon _
oarticular in the last Order Actuals % Variation
2007 & 2009 2007 & 2009 2007 & [ 000
2008 2008 3 months | 9 months 2008
Traffic (in TEUs) 1840473 749346 | 2210703 | 289428 853746 | 20.12% | 52.56%
Operating Income 46912.56 *| 20496.25 *| 5691551 | 7760.63 | 24268.82 | 21.32% | 56.27%
Total Exps (incl. Depn) 34250.08 | 15906.54 | 35943.65 | 4789.08 | 15880.56 | 4.94% | 29.94%

* The operating income estimates are moderated to reflect across the board 10% increase granted in the then
existing rates of CCTPL with effect from 1 August 2008.

The details regarding the Actual Return earned by CCTPL on the

Capital Employed are given in the following table:

(X In Lakhs)
Particulars 2007 2008 2009

Actual Surplus before Return earned 9117.50 | 11720.79 | 11320.88
by CCTPL

Actual Capital Employed 35209.05 | 35585.86 | 40612.53
Actual Return earned on capital 25.90% 32.94% 27.88%
employed

Variation in Return on Capital 61.88% | 105.88% 74.25%
Employed @ 16%

(b).

As can be seen, the variation in the physical performance is more
than + 20%. In the last general revision Order, maximum return of
16% was allowed for the years 2007 to 2009. The additional surplus
over and above the admissible cost and permissible return
achieved by the CCTPL during the said three years is found to be in
the range of 61.88% to 105.88%.

As per clause 2.13 of the tariff guidelines, if review of actual

physical and financial performance for the previous tariff cycle
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shows the variation of more than + or — 20%, then 50% of such
accrued benefit / loss has to be adjusted in the next tariff cycle.
Therefore, there is a case to adjust the past surplus in the current
tariff cycle of CCTPL.

With regard to adjustment of additional surplus accruing to CCTPL
in the last tariff cycle from the year 2007 to 2009, it is pertinent to
recall the decisions taken by this Authority in the tariff Order dated
28 March 2007. Incidentally, the position relating to the estimates of
traffic as considered in the March 2007 Order of CCTPL was
maintained in the Review Order of June 2008.

Keeping in view that the traffic estimate projected by the CCTPL for
the year 2007 was comparable to the reported designed capacity of
the terminal at 914033 TEUs, the traffic estimate as projected by
CCTPL for the year 2007 was considered by this Authority at
914952 TEUs.

The traffic as estimated by the CCTPL for the year 2008 and 2009
were lower than the estimated traffic for the year 2007 on account
of the anticipated impact of the commissioning of the second
container terminal at CHPT. The traffic estimate for the year 2008
projected by CCTPL was slightly revised upwards and considered
at 925521 TEUs, keeping in view the impact of the probable time of
commencement of operations by the second terminal in the year
2008.

So far as the year 2009 is concerned, the estimated traffic as
reported by CCTPL was relied upon by this Authority. However, this
Authority, in the same breath ruled that if any undue advantage is
found to have accrued to the terminal operator due to wrong

estimation, the additional surplus so earned will be adjusted fully.



(d).

(e).

The estimates of traffic considered by this Authority for the year
2007 (914952 TEUs) and 2008 (925521 TEUS) appear to be
comparable with the reported designed capacity of 914033 TEUSs. If
this position is recognised, the ruling of this Authority that the
additional surplus earned will be adjusted fully if any undue
advantage is found to have accrued to the CCTPL due to wrong
estimation would be relevant for the year 2009. For the earlier
years, only 50% of additional surplus should be adjusted as per
Clause 2.13 of the tariff guidelines.

The CCTPL has argued that adjustment of past surplus should be
governed by the relevant provisions of the tariff guidelines as
increase in its volumes was not on account of its wrong traffic
estimation but on account of circumstances beyond its control due
to delay in the commissioning of the second terminal due to some
mishap. Since there was no wrong estimation of traffic on the part
of CCTPL, it has strongly opined that this Authority should not
adjust 100% of the Past surplus.

It is noteworthy that the traffic estimates relied upon by this
Authority for the years 2007 and 2008 were comparable to the
reported designed capacity of the terminal. This Authority had not
cast a doubt on estimated traffic for the years 2007 and 2008.
Therefore, variation between the actuals and the estimates is
treated in line with Clause 2.13 of the tariff guidelines of 2005.
Accordingly, 50% of the surplus for the years 2007 and 2008 is

considered for adjustment in future tariff.

As far as the year 2009 is concerned, this Authority had
reservations in the traffic estimates for the year 2009 on account of
CCTPL factoring the impact of commencement of operations of the
second terminal at CHPT. Hence, this Authority had decided to

adjust fully the additional surplus arising in the context of wrong



(f).

(9).

(h).

estimation, as recorded in the tariff order of March 2007. Infact, the
doubts raised by this A