(To be published in Part - lll Section 4 of the Gazette of India, Extraordinary)

TARIFF AUTHORITY FOR MAJOR PORTS

G. No. 30 New Delhi, 15 February 2011

NOTIFICATION

In exercise of the powers conferred under Sections 48, 49 and 50 of
the Major Port Trusts Act, 1963 (38 of 1963), the Tariff Authority for Major Ports
hereby disposes of the proposal of the Kolkata Port Trust 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/6/2010 — KOPT

The Kolkata Port Trust --- Applicant

O RDER
(Passed on this 29" day of November 2010)

This case relates to a proposal received from the Kolkata Port Trust (KOPT) for
general revision of its Scale of Rates.

2.1. This Authority vide its Order dated 29 December 2006 disposed of the proposal
received from the KOPT for general revision of its Scale of Rates (SOR). This Order was notified
in the Gazette of India on 6 February 2007 vide Gazette No. 34. The revised SOR came into
effect from 8 March 2007 after expiry of 30 days from the date of notification. This Authority
prescribed validity of the revised SOR till 31 March 2009.

2.2 At the request of the KOPT, this Authority first extended the validity of the SOR till
30 September 2009 vide its Order dated 27 March 2009. Subsequently, this Authority vide its
Order dated 23 October 2009 extended the validity of the Scale of Rates till 31 March 2010 subject
to the condition that the surplus over and above the admissible cost and permissible return
accruing to the KOPT after 1 April 2009 will be fully adjusted in the tariff to be fixed for the next
cycle. In this backdrop, the KOPT has filed its proposal for general revision of its SOR.

3.1. The main points made by the KOPT in its general revision proposal dated 23
December 2009 are summarized below:

(i). During the last revision, the rates were rationalized as far as possible, keeping the
financial position of the port in mind. TAMP while approving the SOR had effected
a reduction of 10% in all types of cargo and container related charges while
notifying the SOR of the KOPT. Besides, the Special Rate of 10% was also
discontinued due to fulfillment of the specific purpose for which the levy was
approved.

(ii). Cargo and container related charges:

(a). The principle of restoration of the said 10% reduction effected by TAMP
has been followed in arriving at the proposed wharfage and onboard
charges. In some cases, however, higher increase has been proposed
considering the sensibility of the use of port infrastructure in general.

In case of POL, 10% restoration has been proposed which is necessitated
due to underutilization of infrastructure due to shifting of crude handling
from KOPT to Paradip Port with the commencement of operation of
Haldia-Paradip Pipeline, even though the cost statement for the particular
sub-activity may not call for such increase.

(b). Some structural changes have been proposed in the wharfage and On-
Board charges. In case of wharfage, the ad-valorem rate has been
phased out as per tariff guidelines. Some regrouping of cargo has been
made putting similarly placed cargo in one group.

In case of On-Board charges an attempt has been made to distinguish
between cargo based on the type of handling. In case of low productivity
cargo like Project Equipments, Machinery, higher rate has been proposed
due to much higher manshift requirement.



(i)

Shore handling activity at Kolkata Dock System (KDS) involves various
types of equipment as well as labour. Considering the substantial
increase in the input cost and revenue to be generated, the shore
handling rates have been proposed by restoration of 10% reduction
effected by TAMP earlier and further increase thereafter by 50%.

The entire shore handling operation at HDC would be done by the
contractor engaged for equipping berth No. 2 and 8. Rates of Shore
handling charges have been proposed accommodating charges against
all services to be rendered by the said contractor.

Composite box rate has been proposed covering wharfage, transfer
between berth and yard, lift off at yard, and lift on for delivery or vice-versa
along with appropriate rebate for services not rendered.

Rates for providing Mobile Harbour Crane (MHC) for bulk and break-bulk
vessels as well as payloaders on board have been proposed considering
the ad-hoc rate for providing MHC on board recently approved by the
Board of KOPT as well as cost of deployment of pay loaders against bulk
vessels.

A composite rate covering the despatch related services for both rail/ road
bound cargo has been proposed including weighment charges to facilitate
easier billing. A separate rate for weighment by Railway Weight Bridge
has been included. The above rates have been included as
“miscellaneous charges”.

In the existing Scale of Rates, the cleaning charge has been included
under “On-Board Charge” even though the activity is not an On-Board
activity. Further, the cleaning is presently required for a number of cargo
types, both at HDC and KDS.

Considering the above, cleaning charge has been included under
“Miscellaneous Charge” and a number of cargoes, presently not there in
the existing Scale of Rates have been included for levy of this charge.
Considering the increase in the input cost, a rate of Rs.2 per tonne has
been proposed as against Re.1.00 per tonne prescribed in the existing
Scale of Rates.

A consolidated rate has been incorporated in the SOR for rail related
services provided by port to CONCOR Terminal at Coal Dock Road of
KDS.

Vessel related charges:

(a).

(b).

(c).

All the vessel related charges namely, Berth hire, Towage and Pilotage
and Port Dues have been increased by 15% to recover part of the overall
revenue deficit in the said activities. The miscellaneous charges have
been increased at a higher rate considering general increase in input cost.

As per tariff guidelines, the rate applicable for a coastal vessel cannot be
more than 60% of that for the corresponding foreign vessel. However, the
existing rate for coastal vessels is much lower than the 60% of the rate
applicable for corresponding foreign vessels which is not sustainable.
Therefore, the coastal rate for all types of vessel related charges has been
proposed at 60% of the rate applicable for foreign vessels, applying the
foreign exchange rate of Rs.46.00 per US$.

At HDC, pneumatic fenders have been procured at a considerable cost for
safe berthing, double/ triple banking of vessels. The fenders would have to



(d).

(f)-

(9)-

tow to and fro when required, by use of small boats. Based on the inputs,
a composite rate for hire of pneumatic fenders along with to and fro
transport (within the present area under control of HDC) has been
proposed. If the fenders are provided in case of double/ triple banking,
the charge would be levied against the vessel which would be double
banked and/ or triple banked.

Dry docking charges have been increased by 20%. The increase will not
be applicable to KOPT vessels using the Dry Dock and the increase would
be notional in nature. Accordingly, a discount of 20% against all dry dock
charges for KOPT vessels will be applicable.

The ship breaking charges has been increased by 50% considering
revenue requirement and cost involved. This activity did not have any
positive growth inspite of taking various tariff incentive measures in the
last SOR .

Some restructuring along with new rates have been proposed in respect
of charges related to Inland vessels considering that larger barges are
coming in the system due to restricted draught. These barges to a great
extent may require the same facilities as for smaller ships.

Slipway hire charges have been increased by 10% considering the
general escalation.

10% Special Rate:

(a).

LIC has calculated that a corpus of Rs.1141.77 Crores will be required to
meet the pension liability for about 27500 existing pensioners, who retired
prior to 1.4.2004. An agreement has already been executed with LIC and
during 2008-09, an amount of Rs.190 Crores has already been
contributed. To meet the balance contribution of Rs.951.77 Crores,
regular annual contribution of Rs.95 Crores should be generated by levy
of 10% special rate on all services included in the Scale of Rates. The
said requirement of Rs.951.77 Crores is, however, subject to change on
the basis of revision of pension as well as dearness relief and value of the
annuity to be further procured. It may not be possible for KOPT to meet
the additional expenditure from internal resources. Once this fund is
created, there would be no liability for pension payment to employees
retired before 1 April 2004 and consequently, the same would reduce the
Finance & Miscellaneous expenditure to considerable extent.

The shortfall of Rs.376.87 Crores in the superannuation fund and Gratuity
Fund created to meet the pension liability of the employees who retired
after 31 March 2004 is proposed to be met from internal resources of
KOPT generated through revision of Scale of Rates.

Scale of Rates:

(@).
(b).

Definition of “ad valorem” has been deleted.

In the definitions of Shore handling charges, the loading / unloading
functions at Hook point for transfer to / from stack yard has been
specifically included for more clarity.

With the appointment of contractor for equipping of Berth No. 2 and 8,
various new types of charges like providing MHC for loading, unloading of
vessel, dispatch related services for cargo delivery / receipt etc., have
been included in the Scale of Rates.



3.2.
below:

(ii).
(iii).
(iv).

(vi).

(vii).

(viii).

3.3.

(d). Considering the practice being followed in all other major container ports /
BOT terminals, the existing provision of payment of container charges by
C&F agents in case of FCL containers has been amended. Accordingly,
container related charges for all types of containers including FCL
containers would be payable by Container Agent / Main Line Operators.
The option of payment of the same by CFS / ICD operator has, however,
been retained.

Others:

(a). The Board of Trustees of KOPT has approved the proposal for general
revision of the Scale of Rates in its Meeting held on 22 December 2009.

(b). The Board of Trustees has also approved the KOPT’s proposal for
revision of Schedule of Rent for both KDS and HDC. The revenue
implication arising out of the revision of Rent Schedule has been
considered in the cost statements submitted for the general revision of the
Scale of Rates.

The percentage increase sought by KOPT in its general revision proposal is given

10% increase over the existing cargo / container related charges.
60% increase over the existing shore handling charges

15% increase over all the existing vessel related charges
Ship-breaking charges has been increased by 50%

Slipway hire charges has been increased by 10%

Cleaning Charge has been increased from the existing Re.1 / tonne to Rs.2 per
tonne.

10% special rate on all services included in the SOR to meet the shortfall of
around Rs.952 Crores in the corpus for liability for pension payment to employees
retired before 1.04.2004.

Port is contributing to superannuation fund and gratuity fund as per the provisions
of Income Tax Act, 1961. Payments against pension liability are being met directly
from the respective funds through LIC for the pensions retired after 31 March
2004. The aggregate of actuarial valuations of the superannuation fund as on 31
March 2009 and gratuity fund as on 31 March 2008 stands at Rs. 1412 Crores.
The present fund position is Rs. 1035.13 Crores. The shortfall of Rs.376.87
Crores in the said funds is expected to be met from internal resources of KOPT
generated through revision of Scale of Rates.

The KOPT has further submitted that wage revision of Port and Dock Workers is

expected to be announced shortly. This will have an immediate annual impact of more than
Rs.100.00 Crores at the present strength of more than 9000 employees and around 28000

pensioners.

It has been stated by the port that it may not be possible for KOPT to meet the

additional expenditure from the internal resources at the existing level of revenue. In consideration
of the same, the Board of Trustees have requested TAMP to accord approval for an across the
board ad-hoc increase of 10%, except Railway Board approved rates and Schedule of Rent,
pending final decision of TAMP on the KOPT’s proposal for revision of Scale of Rates.



4.1. The financial / cost implications as shown in the consolidated cost statement
furnished by KOPT is summarized below along with the traffic projections:
(Rs. in Lakhs)

Particulars Estimates at the existing level of tariff
2010-11 201112 201213

Cargo Traffic (in MMT) including 45,578 48.054 50.835
container traffic
Container traffic (in TEUs) 5,20,000 5,50,000 5,80,000
Operating income 107503.91 112144.21 116779.95
Net surplus /(Deficit) after return. -18109.61 -18903.40 -20616.25
Net Surplus / (deficit) as a percentage of -16.85% -16.86% -17.65%
operating income
Average Deficit -17.12%

4.2. An additional revenue to the tune of Rs.206.19 Crores, Rs.219.73 Crores and

Rs.228.11 Crores is proposed to be generated during 2010-11, 2011-12 and 2012-13, respectively,
with the proposed increase.

4.3. The KOPT has stated that it has noticed an error of omission at Clause S.3(v) of
its proposed draft Scale of Rates, where the provision for option of payment of the container related
charges by the CFS/ ICD Operators have not been incorporated. Thus, the KOPT has redrafted the
Clause 3(v) and has requested to incorporate the following in the revised Scale of Rates:

“All charges related to Load / Empty Containers including storage charges thereon
shall be levied on Container Agents / Mail Line Operators (MLO). However, in
case of container from / to ICDs / Customs Notified CFS, the concerned ICD /
CFS operator can also pay the port charges.

However, after de-stuffing or prior to stuffing, the cargo related charges, if any,
shall be levied on the owner of the cargo or his Clearing & Forwarding Agent /
Handling Agent.”

5. As stated earlier, the validity of the SOR of KOPT was to expire on 31 March
2010. Since the KOPT has already filed its general revision proposal and recognising the time
required for processing the case before its finalization, this Authority vide its Order dated 31 March
2010 has extended the validity of the existing SOR of the KOPT 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 1 April 2009 in the tariff to be determined.

6. In accordance with the consultative procedure prescribed, the KOPT proposal was
forwarded to the BOT operators viz., TM International Logistics Limited (TMILL), International
Seaports Haldia Private Limited (ISHPL) and to the concerned users/ user organisations for their
comments. The comments received from TMILL and some of the users were forwarded to the
KOPT as feedback information. The KOPT has responded to the comments of TMILL and the
users.

7. The KOPT has again requested for approval for a special rate of 10% on the
existing Scale of Rates of KOPT with immediate effect, inorder to meet the extra financial burden
resulting from revision of wages and salaries and pension and pensionary benefits of employees/
pensioners, till the new Scale of Rates comes into effect.

8.1. As the financial year 2009-10 was already complete, the KOPT was requested to
update the cost statement with actuals for the year 2009-10. The KOPT was also requested to
review the estimates for the years 2010-11 to 2012-13 based on the actuals for the year 2009-10.



8.2.

8.3.

At the request of KOPT, the KOPT was granted an extension of time upto 30 June
2010 to furnish the updated proposal. After a reminder, the KOPT furnished a revised proposal. A
comparison of the key parameters in the Original proposal of KOPT filed in December 2009 and
the revised proposal filed by KOPT in July 2010 is tabulated below:

(Rs. In Lakhs)

Particulars As given by KOPT in December As given by KOPT in July 2010
2009
2010-11 201112 201213 2010-11 201112 201213

Cargo Traffic (in MMT) 45.578 48.054 50.835 47.143 48.054 50.835
including container
traffic
Operating income 107503.91 | 112144.21 | 116779.95 | 106016.42 | 111910.61 116468.04
Net surplus /(Deficit) | -18109.61 | -18903.40 | -20616.25 | -18366.90 | -17436.88 -19991.42
after return.
Net Surplus / (deficit) | -16.85% -16.86% -17.65% -17.32% -15.58% -17.16%
as a percentage of
operating income
Average Deficit -17.12% -16.69%

The financial / cost implications as shown by the activity-wise revised cost
statement furnished by KOPT is summarized below:

( Rs. in Lakhs)

Net Surplus / (deficit) as
. Operating income (Rs.) Net surplus /(Deficit) after return (Rs). a percentage of Average
Particulars M S
operating income Deficit
2010-11 2011-12 | 201213 Total |2010-11 [2011-12 | 2012-13 Total |2010-11]2011-12| 2012-13
P:;;;Za 106016.42| 112090.61 |116468.04|334575.07|-18366.90|-17436.88 119991.42 |-55795.20|-17.32% | -15.58%| -17.16% | -16.69%
Cargo 48884.28 | 52893.17 | 55247.71|157025.16[-11811.88|-11821.23 -12942.73 |-36575.84 |-24.16% | -22.35%| -23.43% | -23.31%
PDoorzf 26573.00 | 27976.99 | 28970.44 | 83520.43 |-16481.53|-15383.94 | 16814.36 |-48679.83 |-62.02% | -54.99%| -58.04% | -58.35%
Railway 9387.19 9250.36 9820.50 | 28458.05|-2914.16 | -3057.29|-3242.44 | -9213.89 | 31.04%-33.05%| -33.02% | -11.68%
Estate 21171.95| 21970.09 | 22429.39 | 65571.43 |12840.67 | 12825.58| 13008.11| 38674.36| 60.65% 58.86% | 58.00% 59.17%
9. Based on a preliminary scrutiny of the updated proposal furnished by KOPT, the

KOPT was requested to furnish additional information/ clarifications on various issues. The KOPT
has responded to our queries. While responding to our queries, the KOPT has updated its
proposal in the light of the queries raised by us. The queries raised by us and reply of the KOPT
are tabulated below:

Sl. No. Our Queries Reply of KOPT
A. General (The KOPT has furnished the cost statement of KDS and
(). For the reasons stated at| HDC as a whole as well as for the various activities and

Paragraph no. 11(xvii)(e) of the
Order dated 29 December 2006,
this Authority had approved the
proposal of KOPT to have
common rates for both systems at
KOPT viz., Kolkata Dock System
(KDS) and Haldia Dock Complex
(HDC), provided the common rate
structure does not burden the
HDC at the cost KDS. If the
common rate structure puts a
burden on the HDC or KDS, the
KOPT will be required to file a
proposal for review of its common
rate structure at any point of time
during the revised tariff cycle. In
this backdrop, it is essential to
determine the cost position of
both the systems separately. In
view of the above, the KOPT to
furnish  the following cost

sub-activities carried out in KDS and HDC separately.)

The uniform rates of two arms of Kolkata Port Trust, i.e.
KDS and HDC enables each dock system to complement
each other and thus to contribute to the total
development of the port and better utilisation of the
infrastructure. For this, KOPT as a corporate policy has
decided to have common rate structure for KDS and
HDC. The earlier difference in rate structure between
KDS and HDC had created serious imbalances in traffic
of two dock system, which not only acted as detriment to
the Port finance but also affected quality of services. At
the end of the day all liabilities including Tax liability are
to be met by KOPT as a whole only.

Further, it is also an acceptable fact that no serious
representation has been made by the users of KOPT,
either in writing or during the hearing taken by TAMP at
Kolkata on 25.08.2010 about the common rates structure
as KOPT as a whole.




statements in the prescribed
format:

(a). KDS as a whole.
(b). HDC as a whole.

(c). Various activities under
KDS.
(d). Various activities under
HDC.

(ii).

KOPT has stated that its pricing
strategy is cost based. KOPT
may bring out the impact of the
anticipated improvement in the
productivity on the unit price.

The overall cost based pricing strategy adopted by KOPT
is adapted to the sensitivity of each cargo class.

TAMP is well aware of the draft condition of the
navigational channel leading to Kolkata Port. With the
lowering of draft, dead freighting of vessels has increased
and due to handling of bottom cargo, productivity
improvement is getting increasingly difficult. However, to
mitigate the problem, various measures have been
initiated. Some of the measures so adopted by KOPT
since last revision are:

(a). Awarding contract for equipping of two berths at
HDC. Under the contract, Mobile Harbour Cranes along
with shore handling equipments have been deployed by
the contractor. Once the contract starts work, the
productivity of the two berths is expected to go up
substantially.

(b). To reduce the bottleneck of storage area, substantial
quantum of storage area is presently being developed
both at KDS and HDC.

(c). To meet the challenges posed by substantial growth
of container traffic at KDS, equipment fleet strength have
been increased by hiring.

(d). The port has also initiated action for constructing
jetties at HDC on river under PPP scheme as well as by
KOPT.

(e). KOPT has also initiated action for opening a second
dock at Shalukkhali, where better draft is available.

(vi). A number of CFSs have come up on KOPT’s land in
the vicinity of KDS. With the Import containers moving to
those CFSs, the dwell time of import containers in port
has reduced drastically, from around 9.5 days it has
come down to around 4.5 days

The aforesaid actions are expected to result in
improvement of productivity. Particularly, once the
contractor engaged in equipping of Berths at HDC
commences operation, the productivity of these two
berths is expected to rise sharply. At present, due to
dependence on ship’s gear for loading/ unloading of
cargo and complete dependence on private operators for
shore support, who often operate with inadequate fleet,
the productivity of vessels gets affected. The customer is
forced to pay a substantial amount to these private
operators for the service without any control over the
quality of the service. The rates charged by these




operators are also not regulated unlike Port charges and
consequently, the charges levied by these operators are
often arbitrary.

KOPT, through the instant contract has envisaged
providing the comprehensive services to the users. The
total payout of a user as per proposed rates is close to
the total charges presently being paid by the users to
Port as well as private operators without having the
benefit of MHCs. At nearly the same price, the users
would get the benefit of higher productivity of Mobile
Harbour Cranes and complete shore handling support.

As per the contract condition, the contractor is required
to provide productivity of 20,000.00 MT per day output.

(i)

In respect of SI.No.4 of Form -1,
KOPT has furnished only a
comparative position of existing
rates and proposed rates. KOPT
to furnish comparative position of
existing  conditionalites  and
proposed conditionalities  to
govern the proposed rates
highlighting the changes, in
conditionalities proposed, if any,
with justification.

(The KOPT has furnished a statement showing
comparative position in respect of the existing
conditionalities and amended conditionalities alongwith
justification.)

(iv).

The Cost statement furnished by
KOPT reflects an average deficit
of around 17% at the existing
level of tariff for the years 2010-
11 to 2012-13. However, in the
statement furnished by KOPT to
show the change in the average
cost for typical port users as
required at Sl. No. 5 of Form — 1,
the KOPT has stated that with the
proposed increase in the tariff of
KOPT, the percentage increase in
the bill value to the user will be in
the range of 11% to 36% incase
of cargo handling charges, 15%
incase of vessel related charges
of foreign vessels and in the
range of 55% to 77% incase of
vessel related charges of coastal
vessels. In this regard, the KOPT
to explain for the reasons for
differential impact on different
users as compared to the
increase warranted by the deficit
position in the cost statement.

In general, the pricing strategy adopted by KOPT is
based on the intensity of usage of Port infrastructure,
sensitivity of the cargo as well as deficit position of the
respective services/ sub services.

KOPT has proposed a moderate increase in rates of
Crude & POL traffic by way of restoring the 10%
reduction in rate effected by TAMP during last revision.
After the proposed increase, the customers of Crude &
POL traffic will be placed in the same footing as they
were 10 years back. Moreover, the increase is
necessitated due to under utilisation of infrastructure
created by port for the said ftraffic and shifting of
substantial crude from KOPT to Paradip Port with the
commencement of operation of Haldia-Paradip pipeline.
Accordingly, considering the general rise in prices during
the intervening period, the rate proposed is reasonable.

In case of TNEB, it may be mentioned that KOPT is
maintaining a facility, which exclusively caters to the
requirement of TNEB. The cargo throughput of TNEB has
reduced sharply in recent years, resulting in idling of the
facility. From 3.41 MMT of Thermal Coal handled during
2005-06, the cargo throughput has fallen steadily over
the last five years and during 2009-10 only 1.49 MMT of
Thermal Coal was handled on account of TNEB. As the
facility caters to TNEB exclusively, this fall in cargo
throughput increases per tonne handling cost. The higher
rise in rates in percentage terms in case of Export
Thermal Coal has been necessitated due to the above
reasons.

Regarding Iron Ore, the existing rates are considerably
lower than that of other cargo and hence higher increase
have been proposed to reduce the difference. In the
matter it may also be mentioned that in the Scale of




Rates approved by TAMP in 2001, the rate applicable for
handling of Iron Ore was Rs.70.00 per MT. However, to
attract the Iron Ore traffic, the Board had approved levy
of a much lower rate. This rate was revised to Rs.45.00
per MT [Rs.18.00 (wharfage) + Rs 27.00 (onboard)]
during the last revision of the Scale of Rates. In the
proposed Scale of Rates, KOPT has proposed higher
increase in rates for Iron Ore (in percentage terms) to
reduce the difference between the rates applicable for
handling Iron Ore with other Bulk Cargo. The higher
increase in wharfage rate has been necessitated
considering the extent of use of infrastructure facility by
Iron Ore traffic. However, it may be mentioned that even
with the proposed increase, the wharfage of Iron Ore has
been pegged at around 56% of that of other dry bulk
cargo.

In case of vessel related charges applicable to coastal
vessel, the existing rates are substantially lower than the
policy mandate of 60% of the foreign rates and
accordingly, KOPT has proposed rate which is 60% of
the rates applicable to foreign vessel considering
exchange rate of Rs.46.00 per US$, in line with the Govt.
policy. It may also be mentioned that the existing rates
applicable to coastal vessels, which is substantially lower
than 60% of the applicable foreign rate, is not sustainable
for years together and at some point of time the rates
have to be hiked to the level of 60% of the rate applicable
to Foreign vessel. These corrective measures have to be
taken at some stage to reduce increase in subsidisation
of Coastal vessel at the cost of Foreign Vessel.

The proposal to peg the rates applicable to coastal vessel
at 60% of the foreign vessel, considering an exchange
rate of Rs.46.00 per US$, has resulted in higher level of
increase in rates for coastal vessels (in percentage
terms).

(v).

The revised tariff guidelines
stipulate that tariff should be
linked to benchmark of the levels
of productivity. The KOPT at SI.
No. 6 of its Form — 1 has stated
that it will be submitting the
details relating to the current
performance and targeted
objectives for productivity
enhancement measures,
separately. It has, however, not
furnished the details till date. The
KOPT to furnish the requisite
details at the earliest. Such
benchmark in the level of
productivity may be included in
the Scale of Rates as a
conditionality = governing  the
respective tariff items.

The lower draft resulting in a lower parcel load of vessels
calling at KOPT creates serious bottlenecks with regard
to productivity, as productivity of handling bottom cargo is
far less than that of top cargo.

As mentioned earlier, the KOPT has adopted various
measures to increase productivity since last revision of
the Scale of Rates. However, the actual effect of such
measures in increase in productivity, particularly those
relating to equipping of berths would be evident after the
contract runs for some time. At this stage it is difficult to
include a conditionality governing tariff items particularly
in view of the problems associated with lower parcel load
of vessels. However, during the next revision, KOPT will
make an endeavour to include such conditionality.

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

Clause 2.13 of the tariff
guidelines of 2005 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 KOPT, the KOPT to
clarify/ furnish the following:

Q).

In the Form — 7, the KOPT has
compared the estimates of the
years 2007-08 and 2008-09 with
the actuals for the said period.
Though this Authority had fixed
tariff for the years 2007-08 and
2008-09 by relying upon the
estimates for the said years, the
past period analysis carried out in
the last Order included the year
2006-07 which was based on
estimates. In view of the above,
KOPT to revise the Form -7 by
including the comparision of the
actuals with estimates for the
year 2006-07 also.

The KOPT has furnished the revised Form-7 with
inclusion of the figures for the year 2006-07.

(ii)-

This Authority had effected a
reduction of 10% in the (then)
proposed Scale of rates of KOPT
with effect from 8 March 2007.
The KOPT is, therefore, to reduce
the estimated income at the
proposed level of tariff for the
period 8 March 2007 to 2008-09
to give effect to the across the
board reduction of 10% effected
from 8 March 2007.

The cost statement ‘at existing tariff submitted by KOPT
has been drawn considering the rates approved by

TAMP.

(iil)-

As can be seen from the Cost
statements for the years 2006-07
to 2009-10, it is seen that the
KOPT has transferred 50% of the
income received from the BOT
operators during the year 2006-
07 and 2007-08 and 100% of the
income received from the BOT
operators during the year 2008-
09 and 2009-10 to the Escrow
account. In this context, it may be
relevant to recall that this
Authority vide paragraph
no.11(vii) of its Order dated 29
December 2006 has advised
KOPT to create an Escrow
account to transfer the accruals of
the royalty/ revenue share
received from the BOT operators
to meet the infrastructure
expenditure and furnish the
details of the transaction in the

KOPT created Escrow account against the royalty receipt
in the year 2007-08 only. During 2007-08, while creating
the Escrow account, appropriate amount relating to 2005-
06 and 2006-07 was transferred to the said Account.

However, the KOPT has furnished the details relating to
royalty receipt during the year 2005-06 and 2006-07.

(The summary of the statement furnished by KOPT
showing the Escrow a/c is summarized below:

(Rs. In Lakhs)

Particulars

2006-07

2007-08

2008-09

2009-10

2010-11

2011-12 | 201213

1.Revenue share
transferred to
Escrow Alc.

(50% of  royalt
income upto 2007
08 and 100% o
royalty income from
2008-09 onwards)

931.78

832.99

2540.9

1814.79

1709.85

1709.85 1709.85

R. Amount utilized
proposed to be
Utilised from|
Escrow a/c fol
creation o

infrastructure

0.00

0.00

[2640.00

800.00

800.00

500.00 | 500.00




Escrow account (to be)
maintained. The KOPT has
furnished such details in the
Form-9 for the years 2007-08
onwards. The KOPT is, therefore,
to furnish the details in Form — 9
for the years 2005-06 and 2006-
07 also.

Note:

(a). The KOPT has transferred 50% of the royalty amount earned by it
from Berth no. 4A and 12 from the year 2002-03 to 2007-08 to the
Escrow account. From the year 2008-09 onwards, KOPT has
transferred 100% of the royalty amount earned by it from Berth no. 4A
and 12 the Escrow account.

(b). There is a difference in the amount stated to be utilized/ proposed
to be utilised by KOPT from the Escrow a/c for creation of infrastructure
during the years 2010-11 to 2012-13 as given in the above statement
and that given in Form — 9 by KOPT. The statement mentioned above
shows an amount of Rs.800 lakhs, Rs.500 lakhs and Rs.500 lakhs for
the years 2010-11 to 2012-13 respectively, whereas the Form — 9
shows an amount of Rs.600 lakhs, Rs.600 lakhs and Rs.625 lakhs for
the years 2010-11 to 2012-13 respectively.)

(iv). The KOPT appears to have | The amount of dredging expenditure disallowed by Govt
excluded some  component | Audit for Subsidy for the years 2006-07 to 2009-10 has
relating to cost towards River | been adjusted against Port Dues.
Dredging and Maintenance of
river as reimbursed by | (The KOPT has furnished a statement showing the
Government from the Port & Dock | expenditure incurred on River dredging and River
Charges as given in the Annual | maintenance for the years 2006-07 to 2009-10. The
Accounts for the years 2006-07 to | details of the dredging expenditure statement furnished
2009-10. However, the quantum | by KOPT is summarized below:
of amount not covered by the (Rs. In Lakhs)
Government reimbursement and Particul River dredging & Maintenance dredging of Total

. . ars i ipping Channel

considered in the cost statement Total | Certified | Dis- Total _|Certified by] Dis-allowe{ Total _|Certified by| Dis-allowe{
. . Expenses | by audit | allowed | Expenses audit Expenses audit
is not clear. In this regard, the | 50607 [ 5000.18 [ 3208.26 | 710,01 3365506 | 3266136 | 003.68 | 38664.24 | 35069.62 | 270459
KOPT to furnish the year-wise |—eres Feot o ey fom o 2 2 o e st
detalls of expenditure incured s o s s s P R e
towards iver redging an
maintenance of river and the
reimbursement sanctioned by the
Government.

(v). The sum of the depreciation | The depreciation on the asset of KDS which was sold

figures under each of the heads
viz., Cargo handling, Port & Dock,
Railways, Estate and
Management & administration
Overheads as in the Annual
Accounts for the years 2006-07 to
2008-09, matches with the
amount of depreciation
considered in the Cost statement
for the years 2006-07 to 2008-09.
However, the sum of depreciation
under the above mentioned
heads for the year 2009-10 as in
the Annual Accounts is
Rs.3298.70 lakhs, whereas the
Cost statement reflects a figure of
Rs.3431.56 lakhs. KOPT to
explain the reason for the
difference in the amount of
depreciation and the difference to
be reconciled.

during the year could not be incorporated in the Form-4A.
This is because as the concerned asset is no longer in
the Block, the related depreciation on the same was also
excluded. The difference in depreciation is solely due to
the above.

The reconciliation statement furnished by KOPT is given
below:

Depreciation as per Annual A/cs Rs.3431.59 lakhs
Less: Amount adjusted in connection

with depreciation of asset sold during Rs. 278.06 lakhs
the year.

Depreciation as in the Cost statement Rs.3153.53 lakhs




(vi). In its Cost statement, KOPT has | The reconciliation statement furnished by KOPT is
considered an amount of | summarized below:

Rs.12156.93 lakhs, Rs.12672.52 200607 200708 2008 é';szlgolbal:gS)
lakhs, Rs.16465.38 lakhs and . - . =
Rs.19531.53 lakhs as i)égglr}ﬁfss as per Annual |12992.90 13545.43 17540.37/21065.89
Management & General | |Less: Depreciation 22227 | 239.82 | 307.35 332.81
Overheads for the years 2006-07 | |Less: Expenses included in| 613.71 | 633.09 | 767.63 1078.92
to 2009-10. However, | |dredging subsidy

Management & General | [Amount  shown in  Cost| 12156.92 12672.52 16465.39 19654.16
Overheads as furnished in the slatement

Annual Accounts of the

respective years less depreciation

is Rs.12770.63 lakhs,

Rs.13305.61 lakhs, Rs.17233.02

lakhs and Rs.20865.97 lakhs.

The difference in the amount of

Management & General

Overheads shown in the Cost

statement and Annual Accounts

to be reconciled.

(vii). | KOPT has considered an amount | Prior Period expenditure and Prior period income have
of Rs.1720.12 lakhs, Rs.1034.18 | not been considered in the cost statement following
lakhs, Rs.1333.44 lakhs and | TAMP’s guideline.

Rs.2408.21 lakhs as Finance &

Miscellaneous Income for the | The reconciliation statement furnished by KOPT in

years 2006-07 to 2009-10, in its | respect of KDS is summarized below:

Cost statement. The figures of the 200607 200708 2008 S;S-zlgolbalif&S)

sub-heads under Finance & . - - ~

Miscellaneous Income in th_e Cost Zcicl)\(l“:?scome as per Annual | 2465.33 5297.03 3911.05 3506.70

statement do not match with the | [Less: interest on Investments | 1383.25  707.07] 1248.10] 1328.95

figures of the sub-heads under | |Less: Income relating to| 123.86 | 3877.30] 1872.39 331.23

Finance & Miscellaneous Income | [previous year

as shown in the Annual Accounts. ;Sb\tr:tzl::;nt shown in Cost| 958.22 712.66| 790.56 1846.52

gr‘fzren}zgpe]—n q tl?eco(ra\)éirl)leam Alghoe The reconciliation statement furnished by KOPT in

. . ' ’ | respect of HDC is summarized below:

Finance & Miscellaneous Income (Rs. In Lakhs)

in the Annual Accounts for the 2006-07 | 2007-08 | 2008-09 | 2009-10

years 2006-07 to 2009-10 reflects | [F & M Income as per Annual |10025.80| 2667.50 4455.90 13334.43

an item ‘Prior period income’. The | Accounts :

KOPT does not appear to have Ia:sz:snslnterest on Fixed| 4976.57| 1598.78 1947.99 3211.25

considered income under  this | [ecc: interest on Motor car| 648 1043 1564 051

item in the Cost statement. The | |oan

reason for excluding the said | [Less: Income relating to| 4258.98 694.11 1890.71 9349.47

income from the Cost statement pre"i_"“s year i

to be explained. Iégﬁtsr.alcr;come on penalties on| 21.87 42.87 58.67| 201.25
Amount shown in Cost| 761.90 32151 54289 561.69
statement
(Inspite of furnishing a Reconciliation statement, the sum
total of the figures of the sub-heads under Finance &
Miscellaneous Income in the Cost statement do not
match with the figures of the sub-heads under Finance &
Miscellaneous Income as shown in the Annual Accounts.)

(viii). | In its Cost statement, KOPT has | The KOPT has furnished a reconciliation statement in this

considered an amount of
Rs.38269.33 lakhs, Rs.51383.57
lakhs, Rs.63648.99 lakhs and
Rs.47717.41 lakhs as Finance &
Miscellaneous Expenditure for the
years 2006-07 to 2009-10. The
figures of the sub-heads under

regard, relating to KDS and HDC separately.

Regarding onetime expenses like arrear salary, it may be
mentioned that the arrear salary on account of wage
revision has now been charged in the cost statement for

the respective years.




Finance & Miscellaneous
Expenditure in the Cost statement
do not match with the figures of
the sub-heads under Finance &
Miscellaneous Expenditure in the
Annual Accounts. The KOPT to
explain the difference. The KOPT
to confirm that one time expenses
such as arrears of wages/
pension, VRS compensation are
not included under this head of
expenditure in the Cost
statement.

The reconciliation statement furnished by KOPT in

respect of KDS is summarized below:
(Rs. In Lakhs)

2006-07 | 2007-08 | 2008-09 | 2009-10
F & M Expenses as per | 8831.16 12223.88 19612.74{ 17255.77
IAnnual Accounts
Less: Interest on Government| 269.500 214.92] 175.97| 150.91
loan
Less: Transaction relating to| 1189.51 491.17| 1103.36| 60.53]
previous year
Less: Share of Dredging| 763.25 797.63 903.76 1559.17|
subsidy
Less:  Unamortised  debt 0.00 0.00 0.00 38.59
charges
Less: Arrear salaries/ wages 0.00 0.00 0.00 3519.07|
distributed during 2006-07 to
2008-09
Add: Contribution to|5896.00 | 9300.00 4750.00 2250.00
superannuation fund
/Add: Contribution to Gratuity| 375.00 50.000 2374.50  250.00
fund
Amount  shown in  Cost|12879.90/ 20070.16| 24554.15| 14427.51
statement

The reconciliation statement furnished by KOPT in

respect of HDC is summarized below:
(Rs. In Lakhs)

2006-07 | 2007-08 | 2008-09 | 2009-10
F & M Expenses as per | 8277.50 8898.47| 30336.38/ 24080.76
/Annual Accounts
Less: Share of Interest on 14.92 10.91 8.43 6.67|
Loan
Less: Interest on Government| 182.65 159.37| 136.66 114.49
loan
Less: Transaction relating to 4.83 200.34 209.50 123.92
previous year
Less: Interest paid to 0.00 15.96 1.68 0.00
contractors
Less: Dredging Expenditure 381.63 404.34] 451.88 779.58
Less: Arrear Pay and 0.00 0.00, 3683.41 3541.38
allowances
IAdd: Contribution to Gratuity| 1125.000 150.000 2374.500 750.00
fund
Add: Contribution to| 17688.00 27900.00 4750.00 6750.00
superannuation fund
IAdd: Additional impact and| 675.79] 3087.40 3461.61 0.00
pay due to wage revision
Amount shown in Cost|27182.26| 39244.95 36430.93| 27014.72
statement

(Inspite of furnishing a Reconciliation statement, the sum
total of the figures of the sub-heads under Finance &
Miscellaneous Expenses in the Cost statement do not
match with the figures of the sub-heads under Finance &
Miscellaneous Expenses as shown in the Annual
Accounts.)

(ix).

Though the opening balance of
the Gross Block of Fixed Assets
as on 1 April 2009 as given in the

Annual Accounts of the vyear
2009-10 matches with the
Opening Gross Block as

furnished in the Form — 4A, the
Net Block of Assets as on 31
March 2010 as given in the
Annual Accounts of the year
2009-10 does not match with the
Closing Net Block as furnished in

The difference is primarily due to the fact that the assets
valuing Rs.31.17 crores (approx) purchased out of
Escrow fund (created from proceeds of Royalty receipt)
has not been considered as Capital Employed as per
tariff guidelines.




the Form — 4A. KOPT to reconcile
the difference. It may be noted
that there are slight variations in
the amount of  additions/
deletions, depreciation figures of
the Cost statement as compared
to the actuals furnished in the
Annual Accounts for the year
2009-10, which to be reconciled.

(x)-

As mentioned at Paragraph no.
11(iv)(f) of the Order dated 29
December 2006, the KOPT was
advised to furnish a detailed
account of the 10% special rate
duly certified by the Auditors
within a period of three months
from the date of Notification of the
Order passed by this Authority. It
was also mentioned that the
surplus available in this separate
account even after the adjustment
considered upto January 2007
will be adjusted in the next review
of the tariff of KOPT.
Accordingly, the KOPT under
cover of its letter number
Fin/182/B dated 28 June 2007
has furnished the audited report/
certificate for the 10% special
rate. As seen from the letter, the
following position emerges:

(Amt. in crores)
Total revenue generated | Rs.317.21
from 10% special levy as
certified by the auditorsfor
the period 2001-02 to
2006-07.
Total pension arrears | Rs.277.88
liability
Excess collection from | Rs. 39.32
10% special levy
Excess collection | Rs. 26.70
estimated & adjusted
during last tariff review &
fixation
Excess collection as per | Rs. 12.62
the report of auditor

The KOPT has considered the
value of Annuity to be purchased
for payment of  pension/
retirement benefits for the
employees who retired before 31
March 2004 (Refer table in Form
3A). The KOPT to consider to
adjust the excess collection of
Rs.12.62 crores either in the
value of Annuity to be purchased
and show the balance value of
the Annuity to be purchased in
the Cost statement or adjust the
excess collection with the future
estimated deficit.

The excess collection would be adjusted against the
value of annuity to be purchased.




(xi).

From the comparison of the traffic
figures estimated during the last
general revision of KOPT for the
years 2006-07 to 2008-09 with
the actual traffic for the years
2006-07 to 2008-09, it is seen
that the KOPT has actually
handled an additional traffic of
around 30% during the years
2006-07 to 2008-09. Accordingly,
as recorded at Paragraph no.
11(vi)(d) of the Order dated 29
December 2006, the additional
surplus accrued to KOPT due to
variation in traffic will be set off in
terms of Clause 2.13 of the
revised tariff guidelines.

The actual revenue from Cargo and Vessel activities of
KOPT during 2006-07 to 2008-09 vis-a-vis that was relied
upon by TAMP during last revision of Scale of Rates, it
would be evident that the actual revenue was more by
12%, 13% and 4% during 2006-07, 2007-08 and 2008-09
respectively.

As the difference between actual traffic handled vis-a-vis
what was relied upon during last revision of Scale of
Rates does not have financial impact of more than 20%
in revenue terms, no adjustment of additional revenue
accrued to KOPT due to variation of traffic appear to be
required in terms of Clause-2.13 of the revised tariff
guidelines.

(xii).

The KOPT was advised vide
paragraph no.11(xiv)(b) of the
Order dated 29 December 2006
to estimate depreciation in line
with Clause 2.7.1. of the tariff
guidelines while it submits its tariff
proposal during the next review of
its Scale of Rates. In this
backdrop, KOPT to confirm that
the depreciation for the vyears
2010-11 to 2012-13 is in line with
the Clause 2.7.1 of the tariff
guidelines.

The books of accounts of KOPT are not maintained as
per the provisions of the Companies Act and accordingly,
it is not possible for KOPT to estimate the depreciation on
the basis of Companies Act.

(xii).

The KOPT was advised vide
paragraph no.11(xv)(a) of the
Order dated 29 December 2006
to undertake the exercise of
classifying its assets in line with
Clause 2.9.7 and 2.9.8 of the
revised tariff guidelines and
furnish the details at the time of
next review. The KOPT in its
Form — 4A has classified its
assets into business assets,
business related assets and
social obligation assets. In this
regard, KOPT to furnish the
details and the basis adopted by
it to classify its assets into the
above mentioned categories,
keeping in view Clause 2.9.7 and
2.9.8 of the tariff guidelines.

The exercise of classification of assets as per order of
TAMP has commenced.

Accordingly, the assets have been classified as per the
same process followed during last revision of Scale of
rates.

(xiv). | The KOPT was advised vide | As per order of TAMP, KOPT has already taken action to
paragraph no.11(xxvi) of the | rationalise the wharfage schedule. The wharfage
Order dated 29 December 2006 | schedule has been restructured in the proposal for
to initiate the process of | revision of the Scale of Rates. Ad-valorem rates have
rationalising the wharfage | been dispensed with.
schedule. The steps taken by
KOPT in this regard to be
clarified.

(xv) This Authority while disposing the | On board services to vessels are given by HDC. During

general revision proposal of
KOPT vide Order dated 29

the last few years, with the very few ageing pay loaders
under its disposal, HDC was not able to provide pay




December 2006 has advised
KOPT at paragraph no.11(xLi) to
propose rebate in the on-board
handling charge based on the
cost of providing equipment
support when KOPT is not in a
position to provide equipment
support at HDC during the next
review of its Scale of Rates.
However, the KOPT in its
proposed draft Scale of Rates
appears to have deleted the
relevant note prescribed under
Section 5, which provides rebate
in the on-board handling charge
when KOPT is not in a position to
provide equipment support. The
reason for withdrawing the rebate
to be clarified.

loaders on-board the vessels.

Accordingly, KOPT is not in a position to supply pay
loader to any vessel working at HDC excepting for the
two berths, where contract of equipping have been
awarded. It was accordingly considered to do away with
the provision of the rebate for not providing pay loaders.

It is mentioned that once the contractor appointed for
equipping of two berths of HDC starts operation, KOPT
will provide pay loaders to the vessels working at these
two berths through the contractor and accordingly, a
consolidated charge for providing MHC and pay loader
on board have been proposed.

(xvi).

Similarly, this  Authority at
paragraph no.11(xLi) of the Order
dated 29 December 2006 has
advised KOPT to propose rebate
in the shore handling charge
based on the cost of rendering
service during the next review of
its Scale of Rates. However, the
KOPT in its proposed draft Scale
of Rates appears to have deleted
the relevant note prescribed
under Section 6, which provides
rebate in the shore handling
charge when KOPT provides only
part of the services specified in
the definition of ‘Shore Handling
Charge’. The reason  for
withdrawing the rebate to also be
justified.

The provision relating to rebate of 50% of the shore
handling charges in case of providing part services has
not been withdrawn and retained as Note-(ii) of Section-
6.

Normally shore handling services are rendered as a
whole and only in very rare circumstances a situation
arises where KOPT is not in a position to provide part of
the services covered under Shore handling charge. The
rebate of 50% of charges has been included in the
proposed Scale of Rates to deal with such rare
circumstances. As KOPT does not maintain cost records
of individual element of a service, it is not possible to
propose cost based rebates at this stage. In view of the
above position, TAMP is requested to consider and
approve the proposal.

(xvii).

This  Authority at paragraph
no.11(L)(a) of the Order dated 29
December 2006 has directed
KOPT to undertake an exercise to
move towards single box rate for
handling containers bearing in
mind Clause 5.1.1. of the ftariff
guidelines. The KOPT at Section
11 of the proposed draft Scale of
rates has proposed Composite
box rates for containers. In this
regard, the KOPT to furnish
workings to justify the proposed
Composite box with reference to
cost of providing the service / cost
of the facilities availed. Similarly,
the KOPT to furnish workings to
justify the rebate proposed under
Section 12 based on cost details
incase any of the basic container
handling services covered under
Composite box rate is not

Cost statement for Container handling activity has
already been submitted to TAMP, which justifies the
proposed consolidated rate. The manner in which KOPT
has approached a single box rate has been elaborately
clarified in reply to SCl'‘s letter dated 27.02.2010 at page
8 of KOPT’s response vide letter dated 30.08.2010.

Regarding the rebates proposed by KOPT in cases
where KOPT is not in a position to provide any service
forming part of the composite box rate, the following
position is submitted:

(i). The rate for providing RMQC/ MHC and the rebate
against non provision of the same is not comparable.
This is because the rates for RMQC/ MHC are dependent
on the cost of cranes, operating cost of running the same
etc. The productivity of RMQC/ MHC is also substantially
high. On the other hand, whenever RMQC/ MHC is not
provided container loading/ unloading is done by use of
Ship’s Crane, whose productivity is far lower than that of
RMQC/ MHC.

(ii). The rebate against not providing other services like




provided by the Port.

quay to shore transfer and lift on/ lift off have been
proposed based on general market feed back of the rates
applicable for providing such services.

(xviii). | This Authority at paragraph | As per the present system of allocation of cost being

no.11(Lviii)(b)(i)) of the Order | followed at KOPT, the cargo handling facilities installed at
dated 29 December 2006 has | berths are considered for determination of cargo handling
advised KOPT to prescribe berth | charges. It is accordingly not possible to come up with a
hire charges depending on the | differential berth hire charges based on cost of such
cost of services / facilities | services at this stage.
provided at oil jetties and bulk
handling berths at HDC and oll
berths at KDS during the next
review of its tariff. Therefore,
KOPT to justify the proposed
berth hire charges with workings
based on the cost of services /
facilities provided.

C. Financial/Cost Statement:

1. Capacity:

The KOPT to furnish workings to | The existing capacity of HDC and KDS determined as per
arrive at the designed capacity of | formula adopted by Ministry is 46.70 MMT per annum
the port for the years 2010-11 to | and 20.26 MMT per annum as on 31 March 2009. This
2012-13. The KOPT to assess | has been circulated by Ministry vide letter no-DW/ DTO-
and furnish alongwith workings, | 02/09 dated 28" July 2009. However, the equipping of
the capacity of the KDS and HDC | two berths at HDC is expected to add around 4 MMT of
as well as major facilities | capacity per annum once the contractor commences
separately for the years 2010-11 | work at these two berths.

to 2012-13 considering the capital

investment proposed to be made

during these years and the

productivity improvements

expected to achieve.

2, Traffic: The projection of traffic made in the draft MOU between
With reference to estimation of | Ministry of Shipping and Kolkata Port Trust for the year
traffic, KOPT to clarify the | 2009-10 are given below:
following:

(i). Clause 2.5.1. of revised tariff
guidelines stipulate that the traffic
projections should be inline with
the projections in the 5 year

annual plan and current /
expected growth. The KOPT
may, therefore, furnish

commodity-wise projections made
in the MOU for the year 2009-10.
Traffic projections contained in
the Business Plan of the Port to
be furnished. The basis of
estimation of traffic for the years
2010-11 to 2012-13 to be
explained.

Category Traffic Proj.
(in ‘000 tonnes)

KDS

Liquid Bulk 4340
Dry Bulk 905
Container 5900
(No. of TEUs in ‘000) (305)
Break Bulk/Others 2265
Total-(A) 13410
HDC

Liquid Bulk 18110
Dry Bulk 21490
Container 2400
(No. of TEUs in ‘000) (130)
Break Bulk/Others 700
Total-(B) 42700
Total for KOPT(A+B) 56110

The KOPT has furnished the Traffic projections,
contained in the Business Plan of Kolkata Port, which
shows the total KOPT traffic at 53 MT, 58 MT and 63 MT
during the years 2010-11 to 2012-13.

The estimation of traffic for the years 2010-11 to 2012-13
has primarily been done based on past performance,
growth rates achieved and market related information.




(ii). The KOPT to furnish actual
cargo and container ftraffic
handled by it during the 1%
quarter of the financial year 2010-
11.

Actual Cargo and Container traffic handled at Kolkata
Port during the 1 quarter of 2010-11 is furnished below;

Cargo Traffic (in ‘000 tonnes) 10507
Container Traffic (in ‘000 tonnes) 2085
Number TEUs 125628

(iii). KOPT to explain the reasons
for the sudden drop of around
15% in the overall total cargo
traffic in the year 2009-10 as
compared to the year 2008-09.

The traffic at Kolkata Port during 2009-10 has decreased
by 14.38% as compared to 2008-09 primarily due to the
following reasons;

(a). Substantial volume of POL(Crude) traffic, earlier
handled at HDC and KDS, has shifted to Paradip from
2009-10 with the commissioning of the Paradip-Haldia
Crude Pipeline. During 2009-10 no POL(Crude)
materialised at KDS against 2.715 million tonnes handled
in 2008-09 and at HDC, POL (Crude) declined by 7.749
million tonnes in 2009-10 vis-a-vis 2008-09.

(b). Decline in iron ore traffic is due to volatility of iron ore
market. The volatility has been caused due to various
Govt. guidelines relating to export of Iron Ore issued in
the recent past and also due to decline in Chinese
demand for iron ore.

(c). Due to decline in draft at shipping channel leading to
Haldia Dock Complex, the average parcel load of vessels
visiting Haldia declined substantially leading to decline in
traffic.

(iv). The reason for estimating a
decrease in the traffic of Liquid
Bulk including POL and Crude
during the years 2010-11 to
2012-13 as compared to the
actuals during the year 2009-10
to be explained.

While estimating the traffic for the years 2010-11 to 2012-
13, no POL (Crude) traffic has been envisaged to
materialise at KDS and substantial decline has been
projected for HDC, considering the shift of substantial
quantum of POL (Crude) traffic. It is also mentioned that
the SBM of Paradip had faced certain technical problems
resulting in lower utilisation of the Pipeline. It is expected
that with time the said problems would be taken care of
and consequently with fuller utilisation of Paradip-Haldia
pipeline, the Crude Qil traffic may go down further. The
reduction in Crude would lead to the decline of Liquid
Bulk Cargo traffic during the years 2010-11 to 2012-13.

(v). The reason for around 7%
reduction in the traffic of Iron Ore
during the vyear 2010-11 as
compared to the actual traffic of
iron ore in the year 2009-10 and
a further reduction of around 20%
in iron ore traffic during 2011-12
as compared to the year 2010-11
to be justified. The reason for
assuming no growth in iron ore
traffic during the year 2012-13 as
compared to the year 2011-12 to
be clarified.

While projecting Iron Ore ftraffic, decline has been
envisaged considering the sluggish demand of Iron Ore
from China and fluctuating lron Ore prices in the
International market. During April-July 2010, there has
been about 30% decline in Iron Ore traffic at KOPT as
compared to the corresponding period of the previous
year owing to government control on loading sites along
with less demand from China. Almost all the Iron Ore
exporting Indian Major Ports has experienced decline
during April-duly 2010 vis-a-vis April-July 2009. The fall
registered by all Indian Major Ports during April-July 2010
is 10.53% as compared to corresponding period of the
last year. The drop is mainly on account of sluggish
demand from China, and ongoing investigation into illegal
mining and exports in major producing states. The Govt.
of India has also increased duty on Iron Ore exports, in
order to meet domestic requirement for Steel Industry.

(vi). The reason for anticipating
almost no growth in the traffic of
General Cargo during the years
2010-11 to 2012-13 to be

With the growth of containerisation, more volume of
General Cargo is likely to be containerised and thus
almost no growth has been envisaged while estimating
traffic for General Cargo for the years 2010-11 to 2012-




clarified.

2013. Traffic studies made in recent past by several
consultants also do not hint on any significant increase in
General cargo, during the years under consideration.

(vii). KOPT to list out the items
handled/ proposed to handled
under the head of ‘General
Cargo’.

Under the head “General cargo” the following has been
considered - Coke, Sugar, Iron and Steel, Machinery,
Manganese and other Ores, Limestone, Rapeseed,
Scrap Iron, Soda Ash, Coal Tar pitch, Ammonium Nitrate,
Salt, Fly Ash, Maize, Granite, Cement Clinker, general
merchandise, Car and other vehicles, Excavators, Other
General Cargo etc.

(viii). The reason for anticipating
no growth in the container traffic
during the vyear 2011-12 as
compared to the year 2010-11 to
be clarified.

In 2010-11, the estimated growth envisaged in container
traffic is on a much higher side, which is the RDC target
of the Ministry of Shipping. But, as the growth in
container traffic is much less in comparison to the said
target, no growth in container traffic has been estimated
for the year 2011-12.

(ix). The reason for proposing
separate rate for handling
transshipment container in the
proposed draft Scale of Rates to
be clarified when the KOPT has
not estimated any traffic of
transhipment containers during
the years 2010-11 to 2012-13.

This Authority has only recently passed an order on 9™
July 2010 on KOPT’s proposal of 2008 for transhipment
container rates. Because of non-availability of rates in the
Scale of Rates, the container-cum-vessel operators
working in Kolkata port have not so long taken serious
initiatives for development of a transhipment route
through the KOPT. No estimate of transhipment
containers could be made at this stage in absence of
feedback from the container-cum-vessel operators.
However, TAMP is requested that to meet any
unforeseen requirement, a separate rate for transhipment
containers may be considered in accordance with Clause
5.5.1 of the tariff guidelines.

Operating Income:

(i).

Note 3 to Form 2B of the
prescribed formats for tariff
proposal adopted by this
Authority requires the major ports
to provide detailed computation of
income with reference to the
estimated traffic. However, no
such computation has been
furnished by KOPT. KOPT to
furnish detailed computation of
income with reference to the
estimated traffic at KOPT's
existing Scale of Rates and the
proposed Scale of Rates for all
the years under consideration
separately for each of the
activities and sub-activities.

The KOPT has furnished the calculation pertaining to
income projections for each of the main activities and
sub-activities of KDS and HDC separately.

(ii)-

Apart from the general increase in
rate proposed, the KOPT has
also proposed introduction of
some new tariff items/ facilities.
The yearwise additional revenue
implication arising from these new
tariff items to be quantified item
wise and furnished for all the
years under consideration with
workings.

From the statement furnished by KOPT, it is seen that the
KOPT anticipates additional revenue implication from the
proposed project of handling cargo at berth no. 2 and 8.
The statement furnished by KOPT is summarized below:

2010-11
46.90

201112
70.00

201213
70.00

Particulars

1. Cargo proposed to be handled (in
lakhs MT)

2. Income proposed to be earned
from use of MHC for loading/
unloading, Storage, weighment, on-
shore services and despatch related
services @ the proposed rate of
Rs.159/- per MT (Rs. In Lakhs)

7457.10/ 11130.00, 11130.00




3. Fender hire Charges @ US$4.17
per hour and Rs.112.50 per hour

(By assuming the deployment hours
at 4000 per annum and with a usage
rate of 60%, 65% and 70% for the
years 2010-11 to 2012-13
respectively.) (Rs. In Lakhs)

51.88 52.90 56.44

(iil).

From the Form — 2B, it appears
that the KOPT has considered
different exchange rate for
estimating the income for the
years 2010-11 to 2012-13. In this
regard, it to be noted that the
exchange rate prevailing at the
time of finalisation of the case will
be applied for estimation of
income for the years 2010-11 to
2012-13. The income estimates
to be updated with reference to
the current prevailing exchange
rate.

As per Note-4 of Form-2, the Income projections should
be made taking into account effect of foreign exchange
fluctuations on income from dollar denominated tariff
items. The different exchange rate had been adopted by
KOPT for estimating income in terms of the said
provision.

However, inadvertently the exchange rate considered has
been wrongly indicated in the cost statement forwarded
earlier. The actual exchange rate considered has now
been furnished in the revised Form-2, which may be
considered.

(The US$ exchange rate as mentioned by KOPT in the
Form — 2B is Rs.47/-, Rs.46.50 and Rs.46/- for the years
2010-11 to 2012-13 respectively.)

(iv).

As stated earlier, the total cargo
traffic estimated for the vyear
2010-11 is around 2% higher
than the actual cargo traffic of the
year 2009-10. However, the
cargo handling income for the
year 2010-11 reflects an increase
of around 24% as compared to
the actual income for the year
2009-10. KOPT to clarify the
position.

The additional income estimated during 2010-11 is
primarily the income expected to be earned from shore
handling activities to be performed at HDC by way of
equipping of two berths at HDC.

(v).

(@). There is phenomenal
increase in the estimated income
from handling of coal by around
150% in the year 2010-11 as
compared to the year 2009-10,
when the coal traffic is estimated
to increase by around 12%. This
position is also noticed in the
estimated income for the
subsequent two years, 2011-12
and 2012-13. KOPT to clarify the
position.

(b). The KOPT has not estimated
income from storage of coal for
any of the years under
consideration.

The additional income estimated during 2010-11 is
primarily from the income expected to be earned from
shore handling activities to be performed at HDC by way
of equipping of two berths at HDC.

It is also mentioned that at these two berths primarily coal
traffic is expected to be handled and the proposed
increase in income on account of coal is due to the same.

Coal is handled at HDC where customers are allotted
storage space on license basis and accordingly, no
demurrage accrues on the cargo. The license fee income
earned from such allotment of land is considered in the
Estate Income.

(vi).

The reason for around 20%
reduction in the estimated storage
income from containers during
the years 2010-11 and 2011-12
as compared to the year 2009-10
to be explained.

The storage income on account of Container has been
falling sharply due to transfer of container from port to
various CFSs. To reduce congestion, KOPT had already
adopted a policy of mandatory transfer of container from
Port to CFS at KDS. In HDC even though no such policy
has been adopted, customers are shifting containers to
private CFS in increasing numbers to avoid demurrage.

(vii).

(a). KOPT to clarify the reason for
around 192% increase in the
actual storage income from

The principal reason for increase in storage income in
2009-10 was due to the Govt. Policy of levy of penal
demurrage rate for Sugar and Pulses.




general cargo realized in the year
2009-10 as compared to the
actuals for the year 2008-09.

(b). The sudden drop of around
38%, 57% and 66% in the
estimated storage income from
general cargo for the years 2010-
11 to 2012-13 respectively as
compared to the actuals for the
year 2009-10 to be justified.

As the aforesaid policy direction notified by TAMP was
apparently applicable upto 31.03.2010 only, the penal
levy of demurrage rate has not been considered in the
estimation for 2010-11 to 2012-13.

(viil).

The KOPT has stated that it has
considered the Security Deposit
of Rs.1.50 crores and Rs.10.00

crores received from TM
International Logistics Limited
(TMILL) and International

Seaports Haldia Private Limited
(ISHPL) respectively (Refer Form
9) as Royalty receipts in view of
the dispute KOPT and TMILL/
ISHPL. The KOPT to indicate the
year in which the said receipts
have been treated as Royalty
receipts.

The proceeds from encashment of Bank Guarantees
have been considered as Royalty received in the
Financial Year 2008-09.

(ix).

KOPT to explain the reason for
estimating around 3% reduction
in vessel related income in the
year 2010-11 as compared to the
vessel related income for the year
2009-10, when the KOPT has
estimated around 4% increase in
the traffic of vessels during the
year 2010-11.

The reduction in vessel related income is primarily due to
the variation in exchange rate. During 2009-10 the
average exchange rate was around Rs.47.50 per US$
while considering the gradual firming up of Rupee, the
vessel income for 2010-11 have been estimated
considering exchange rate of Rs.47.00 per USS$.

Further, there has been a trend of fall in size of vessels
resulting in lower income per vessel.

(x).

When the average time spent by
the vessels in the berth is
expected to increase in the year
2010-11, the reason for around
11% reduction in the estimated
income from berth hire during the
year 2010-11 as compared to the
year 2009-10 to be explained.

The primary reason for the reduction is due to the
exchange rate of Rs.47.00 per US$ considered for
estimating income for 2010-11 vis-a-vis Rs47.50 per US$
prevailing during 2009-10. The recent trend of lower size
vessel coming to the port has also affected the berth hire
income.

Further, as the parcel load of vessels have fallen due to
falling draft, more number of vessels are expected to be
handled at Berth No-4A, which has been licensed to
ISHPL. KOPT does not earn Berth Hire against the
vessels working at Berth No-4A.

When the total number of vessels
expected to be handled during
the year 2010-11 is more as
compared to the actual vessels
handled during the year 2009-10,
the reason for reduction in the
estimated income from pilotage &
towage in the year 2010-11 as
compared to the actuals for the
years 2009-10 to be clarified.

The primary reason for the reduction is due to
considering an exchange rate of Rs.47.00 per US$ for
estimating income for 2010-11 vis-a-vis the average
exchange rate of Rs.47.50 per US$ prevailing during
2009-10. The recent trend of lower size vessels coming
to the port has also affected the towage and pilotage
income.

(xii).

(a). KOPT to explain the reason
for the reduction in the estimated
income from dry docking charges
for the years 2010-11 to 2012-13

The reduction is primarily due to the fact that most of the
four yearly special survey repair of KOPT vessels have
been completed recently and hence these vessels would
not be required to dry dock in the next three years.




as compared to the actuals for
the years 2008-09 and 2009-10.

(b). As seen from the proposed
draft Scale of rates, it is seen that
the KOPT proposes to levy dry
docking charges from the KOPT
vessels. The notional income
estimated on account of KOPT
vessels and the treatment given
to the income estimated from the
dry docking of the KOPT vessels
in the Cost statement to be
furnished with detailed workings
for the years 2010-11 to 2012-13.

(KOPT has furnished a statement showing the actual dry
docking income for the years 2006-07 to 2009-10 vis-a-
vis estimated dry docking income for the years 2010-11
to 2012-13. The statement furnished by KOPT is
summarized below:

(Rs. In Lakhs)
Year On KOPT Vessels On Commercial Vessels | Total
K.P Dry|N.S Dry | Total |K.P Dry|N.S Dry| Total
Dock | Dock Dock | Dock
2006-07 | 108.53| 0.00 | 108.53 | 80.72 | 49.26 | 129.98 | 238.51
2007-08| 311.20| 0.00 | 311.20| 195.25| 84.10 | 279.35| 590.55
2008-09| 198.57 | 188.10 | 386.67 | 139.39 | 102.65 | 242.04 | 627.71
2009-10| 135.34 | 139.14 | 274.48 | 152.50 | 196.41 | 348.91 | 623.39
2010-11] 110.00| 0.00 | 110.00| 172.09 | 250.00 | 422.09 | 532.09
2011-12| 110.00| 0.00 | 110.00 | 178.09 | 250.00 | 428.09 | 538.09
2012-13| 110.00| 0.00 | 110.00 | 202.18 | 250.00 | 452.18 | 562.18

(xiii). | The actual operating income of | No expense on account of disallowance of dredging
KOPT as shown in the Cost | subsidy has been considered in the cost statement of
statement for the years 2006-07 | 2010-11 to 2012-13. The KOPT has furnished the details
to 2009-10 excludes Government | of estimated dredging expenditure for the years 2010-11
contribution for river dredging and | to 2012-13 and considers that the entire expenditure
maintenance. The KOPT to | would be treated as allowable. The KOPT has stated that
confirm that the said | if any sum is disallowed, the same would be known only
reimbursement has been | after completion of audit.
excluded from the estimated
vessel related income for the | (From the statement furnished by KOPT, it is seen that
years 2010-11 to 2012-13 in the | KOPT estimates an expenditure to the tune of
Cost statement. KOPT to furnish | Rs.61388.19 lakhs, Rs.64118.20 lakhs and Rs.66688.28
the details of total estimated | lakhs for the years 2010-11 to 2012-13 respectively
dredging expenses and | towards river dredging and maintenance and dredging of
reimbursable amount for these | shipping channel.)
three years.

(xiv). | From the Cost statement | (KOPT has not furnished a specific reply to the query

furnished by KOPT for the | raised by us.)
Dredging activity, it is not clear as
to the actual/ estimated amount
reimbursed/ reimbursable by the
Government for the years 2006-
07 to 2012-13. It is also not clear
as to how the deficit in the
Dredging activity has been
allocated to the various sub-
activities. The KOPT to furnish
the requisite information.

(xv) The cost statement relating to the | It may be mentioned that Railway activity is generating

railway activity shows deficit in
the existing arrangement, for all
the years under consideration. In
this context, KOPT to furnish /
clarify / explain the following:

(a). Steps taken to make the
railway activity self-reliant.

substantial operating surplus and also contributing
towards recovery of Management of General Overhead
allocated to the said activity. Therefore, the said activity is
not in deficit in true sense. Only because of allocation of
Financial and Miscellaneous Expenses (FME) that the
position is showing a deficit.

In order to facilitate handling of more railway bound
cargo, concrete steps have been taken to augment
infrastrucre facility by way of procurement of new
locomotives, laying of new tracks, modernisation of
existing tracks etc. As fixed cost in any activity
undertaken by port is over 80%, the increase in traffic
would like to result in more contribution.




(b). Efforts made to review and
revise the terminal charges with
the approval of Railway Board.

Railway Authority has recently taken a policy decision to
review the terminal charges every two years. As such,
the last revision has been effected on 01 April 2009 and
the same is valid upto 31 March 2011. Prior to this, the
terminal charge was last revised on 01 April 2007.

(c). The necessity for the port
charges to cross-subsidise non-
port bound cargo.

The question of cross subsidisation in the manner
mentioned by TAMP does not arise in case of Railway
activity which is showing operating surplus.

Further, since Railway Operations are ancillary/
supporting service to port operation, its viability should be
evaluated on the basis of operational surplus/ deficit. Any
contribution to other fixed overheads of port is considered
as additional benefit. Railway Operation related to Port is
mainly for Import/ Export cargo. However, it may be
mentioned that for effective utilisation of the already
existing Railway infrastructure, siding holders are also
being catered to as far as possible with the existing
infrastructure for the purpose of generating additional
revenue.

—
~

Operating Cost:

KOPT has adopted different
escalation factors in the
estimation of operating cost. As
already communicated by us vide
our letter No.TAMP/27/2005-
Misc. dated 18 May 2010, an
escalation factor of 3.76% per
annum will be considered for the
expenditure projections in the
cost statement.

KOPT has not adopted any different escalation factor for
estimating operating cost. However, the variable
expenses vary in relation to factors like number of
vessels handled, cargo handled, railway traffic handled
etc. The projection of such expenses has been made
considering the variation in the independent variable on
which such expense is related as well as the escalation
factor of 3.76% notified by TAMP. Further, while
estimating Salary expenditure normal increment (Gl) of
3% p.a has been considered along with the escalation
factor of 3.76% (which reflects in the rate of dearness
allowance).

(ii)-

KOPT to furnish basis for
allocation of all expenses covered
under the head of ‘Operating
Expenses’ and ‘Depreciation’ to
the various activities and sub-
activities alongwith workings.

The allocation of Operating Expenses and depreciation to
various activities like Marine, Cargo, Railway and Estate
is booked under cost centre of the respective activity and
is as per Accounts.

Further allocation of the said operating expenses and
depreciation to sub-activities have been done as per the
following principles:

(a). Whenever any expense is identifiable to a specific
sub-activity, the same is directly allocated to the said
sub-activity;

(b). In cases where such direct identification could not be
made, the said expenses have been apportioned to
sub-activities based on understanding on intensity of
use.

(iil)-

Salaries and Wages:

(a). The National Tribunal Award
of 2006 on manning scales has
already been notified. Clause
2.6.2 of the tariff guidelines
requires the port to regularly
review and adjust the manning
scales / datum. KOPT clarify
whether the proposal of the
KOPT is based on the revised
manning scales. If not, KOPT to

KOPT is yet to implement the National Tribunal Award.
However, very recently, KOPT has initiated action for
implementing the award. The revised manning Scales/
datum are being worked upon and accordingly, at this
stage it is not possible to modify the estimation of Salary
and wage cost on the basis of the revised manning scale.

However, it is mentioned that with virtually no recruitment
over last 7-8 years taking place in KOPT and also with
the retirements happening during the period, there has
been considerable reduction in manning at KOPT and




modify the estimation of salary
and wage cost based on the
revised manning scales awarded
by National Tribunal in 2006.

accordingly, we do not anticipate any major difference in
the Salary and wage expenditure after implementation of
the revised manning Scale. In any case the results of
implementation of revised manning scale would only be
fully known upon full implementation of the award.

In view of the above, TAMP is requested to consider the
Salary & Wage cost as indicated by KOPT in the cost
statement.

(b). Furnish the existing manning
scales for different services, the
manning scale proposed to be
followed by the KOPT and cost
thereon for the traffic estimation
made during the years 2009-10 to
2011-12.

As mentioned above, the revised manning scale has not
yet been firmed up at KOPT.

(c). In the Form — 3B submitted
by the Port, it is shown that the
salaries and wages for the year
2008-09 is Rs.17417.52 lakhs
and Rs.22260.38 lakhs for the
year 2009-10. On comparison
with the Schedule 14 of the
Annual Accounts, it is seen that
the salaries and wages for the
port is Rs.26521.44 lakhs and
Rs.25972.48 lakhs for the year
2008-09 and 2009-10
respectively. KOPT to explain the
reason for this difference and the
differences to be reconciled.

The salary attributable to Management has been shown
under Sr. No-B of Form-3B and not under Sr. No-A (I).
Further a part of Salary relating to dredging activity which
is reimbursable has also been excluded. This is the
reason for the difference.

(iv).

Power cost:

In the Form — 3B submitted by the
Port, it is shown that the power
cost for the year 2008-09 is
Rs.1759.80 lakhs and
Rs.1956.65 lakhs for the vyear
2009-10. On comparison with the
Schedule 17 of the Annual
Accounts, it is seen that the
electricity cost for the port is
Rs.1838.76 lakhs and
Rs.2060.99 lakhs for the vyear
2008-09 and 2009-10
respectively. KOPT to explain the
reason for this difference and the
differences to be reconciled.

A part of Power cost is reflected in the Management &
general Overhead under Sl. No-B of Form 3B. Further, a
part of Power cost relating to dredging activity which is
reimbursable has also not been included.

(v).

Dredqging Expenses:

(a). In the cost statement relating
to dredging activity, it is seen that
the ‘General Expenses’ constitute
in the range of 92% to 96% of
actual total operating expenditure
for the said activity for years
2006-07 to 2009-10. Likewise,
the said ‘General Expenses’ is
found to be around 92% for each
of the years 2010-11 to 2012-13,
out of the estimated operating
expenditure for the said activity

The pay out to Dredging Corporation of India against the
dredging activity undertaken by them has been shown
under ‘General Expense.




for the respective years. KOPT to
furnish details for the items
considered under ‘General
Expenses’ alongwith workings.

(b). The General Expenses in the
cost statement of dredging
activity for the year 2010-11 is
estimated at around 33% more as
compared to the actuals for the
year 2009-10. KOPT to justify the
steep increase in expenditure.

The increase is due to increase in cost of dredging done
by Dredging Corporation of India.

(vi). Other expenses: Fringe Benefit, Payments to be made to contractor
In each of the Cost statement | engaged for equipping of berths and general expenses
pertaining to the various sub- | and general stores are the items shown under the head
activities, there is an item of | ‘Others.
expenditure ‘Others’. KOPT to list
out the items covered under this
head of expenditure.

(vii). | Depreciation: As KOPT does not follow the Companies Act,
Depreciation is to be computed in | depreciation has been shown in the cost statement as
line with Clause 2.7.1. of the | per the accounting system followed at KOPT. The
revised guidelines and a detailed | method is straight line method and the life norm of assets
working for the estimated | is as per the guidelines of the Ministry.
depreciation cost for the years
2009-10 to 2012-13 indicating
details of assets, rate of
depreciation, method followed
and life norms adopted as per
Companies Act to be furnished.

5. Management & General | The principle components are:

Administration Expenses:

(a). KOPT to list out the items
covered under this head of
expenditure.

1) Store keeping;

2) Medical Expenses;

3) Labour & Industrial Relations;

4) Engineering & workshop overheads;
5) Accounting & Auditing;

6) Port Security & other expenses

(b). KOPT to furnish basis for
allocation of the said expenditure
to the various activities and sub-
activities alongwith workings.

(From the details furnished by KOPT, it is seen that in
respect of KDS and HDC, the KOPT has adopted
different percentages for allocation of various types of
expenses falling under the head of Management and
General Administration Overheads to the various
activities and sub-activities for the years from the year
2006-07 to 2009-10.

The percentages considered in KDS for the different
years are given below:

(a). For allocation of Store Keeping Expenses:

Year Cargo  |Port & Dock | Railway Estate
2006-07 26.93% 70.19% 2.86% 0.02%
2007-08 0% 0% 0% 0%
2008-09 25.89% 73.04% 1.01% 0.06%
2009-10 22.75% 75.71% 1.18% 0.36%
2010-11 27.27% 67.60% 5.10% 0.03%
2011-12 27.27% 67.60% 5.10% 0.03%
2012-13 27.27% 67.60% 5.10% 0.03%

(b). For allocation of Engineering & workshop overheads

Year Cargo Port & Dock | Railway Estate
2006-07 52.53% 22.73% 4.93% 19.81%
2007-08 195.04% 91.86% 21.04% -207.94%
2008-09 49.07% 34.16% 2.78% 13.99%




2009-10 33.80% 57.28% 1.41% 7.51%
2010-11 24.90% 59.66% 3.95% 11.49%
2011-12 25.44% 58.79% 4.04% 11.73%
2012-13 26.09% 57.73% 4.14% 12.04%
(c). For allocation of Security Charges

Year Cargo  |Port & Dock | Railway Estate
2006-07 65% 10% 5% 20%
2007-08 65% 10% 5% 20%
2008-09 65% 10% 5% 20%
2009-10 65% 10% 5% 20%
2010-11 65% 10% 5% 20%
2011-12 65% 10% 5% 20%
2012-13 65% 10% 5% 20%

(d). For allocation of Medical Expenses and Labour & Industrial

Relations

Year Cargo Port & Dock | Railway Estate
2006-07 41.50% 49% 7.20% 2.30%
2007-08 0.00% 0.00% 0.00% 0.00%
2008-09 42.25% 48.28% 6.90% 2.57%
2009-10 43.06% 47.86% 6.56% 2.52%
2010-11 36.15% 55.59% 6.04% 2.22%
2011-12 36.02% 55.73% 6.03% 2.22%
2012-13 35.99% 55.77% 6.02% 2.22%

(e). For allocation of Residual Administration Expenses

Year Cargo Port & Dock | Railway Estate
2006-07 44.61% 41.14% 6.43% 7.82%
2007-08 12.02% 0% 0% 87.98%
2008-09 45.08% 41.87% 5.98% 7.07%
2009-10 43.19% 45.41% 5.82% 5.58%
2010-11 42.99% 45.09% 5.79% 6.13%
2011-12 43.08% 45% 5.82% 6.10%
2012-13 43.16% 44.91% 5.85% 6.08%

The percentages considered in HDC for the different
years are given below:
(a). For allocation of Store Keeping Expenses:

Year Cargo Port & Dock | Railway Estate
2006-07 20.88% 60.45% 16.38% 2.29%
2007-08 27.16% 46.58% 25.11% 1.15%
2008-09 15.11% 44.63% 38.74% 1.52%
2009-10 23.66% 53.32% 21.15% 1.87%
2010-11 33.44% 39.24% 25.57% 1.75%
2011-12 33.44% 39.24% 25.57% 1.75%
2012-13 33.44% 39.24% 25.57% 1.75%

(b). For allocation of Engineering & workshop overheads

Year Cargo  |Port & Dock | Railway Estate
2006-07 19.68% 40.66% 13.74% 25.92%
2007-08 30.61% 42.92% 14.08% 12.39%
2008-09 35.66% 32.32% 14.37% 17.65%
2009-10 30.22% 42.57% 21.03% 6.18%
2010-11 32.96% 35.87% 15.26% 15.91%
2011-12 43.76% 21.92% 10.34% 23.98%
2012-13 44.09% 21.64% 10.16% 24.11%

(c). For allocation of Security Charges

Year Cargo Port & Dock | Railway Estate
2006-07 51% 23% 18% 8%
2007-08 51% 23% 18% 8%
2008-09 51% 23% 18% 8%
2009-10 51% 23% 18% 8%
2010-11 51% 23% 18% 8%
2011-12 51% 23% 18% 8%
2012-13 51% 23% 18% 8%




(d). For allocation of Medical Expenses and Labour & Industrial
Relations

Year Cargo Port & Dock | Railway Estate
2006-07 52.29% 31.96% 11.79% 3.96%
2007-08 52.20% 32.74% 11.43% 3.63%
2008-09 51.56% 33.38% 11.48% 3.58%
2009-10 49.06% 36.26% 11.19% 3.49%
2010-11 55.16% 28.83% 12.17% 3.84%
2011-12 55.39% 28.69% 12.11% 3.81%
2012-13 55.39% 28.69% 12.11% 3.81%

(e). For allocation of Residual Administration Expenses

Year Cargo  |Port & Dock | Railway Estate
2006-07 32.80% 42.66% 8.69% 15.85%
2007-08 29.22% 50% 7.62% 13.16%
2008-09 30.82% 44.89% 10.26% 14.03%
2009-10 23.16% 50.89% 10% 15.95%
2010-11 51.63% 25.43% 10.91% 12.03%
2011-12 53.64% 26.37% 10.35% 9.64%
2012-13 53.14% 26.63% 10.64% 9.59%

Finance & Miscellaneous
Income:

KOPT to furnish detailed working
for the estimated Finance and
Miscellaneous Income for the
years 2010-11 to 2012-13. Also,
furnish basis for allocation of the
said income to the various
activities and sub-activities
alongwith workings.

The various types of income considered under Finance
and Miscellaneous Income and the allocation thereof to
the various activities as given by KOPT for KDS and HDC
separately is summarized and tabulated below:

With respect to KDS:
(Rs. In Lakhs)

2010-11 | 2011-12 | 2012-13
Profit on disposal of Capital 250.00 50.00 50.00
assets
Sale of unserviceable materials 400.75 225.00 225.00
Recovery of overheads 1.30 1.30 1.30
Sundry receipts 181.58 132.08 132.08
Total F & M Income as in KDS 833.63 408.38 408.38
Cost statement
Allocation to various activities
- Cargo 49.32% 47.64% 47.83%
- Port & Dock 14.51% 14.74% 14.79%
- Railways 3.52% 3.64% 3.60%
- Estate 32.65% 33.98% 33.78%

With respect to HDC:
(Rs. In Lakhs)

2010-11* | 201112 * | 201213 *
LPSC of Electricity 3.25 |No breakup|No breakup
Interest on Estate Rentals 115.00 | is made is made
Recovery of Medical Treatment 1.45 | available (available by
Sale of unserviceable materials 135.00 | by KOPT. | KOPT.
Hire of sundry Equipments 6.25
Recovery of overheads 5.66
Rebate earned on bills 7.25
Sale of Tender Forms 2.60
Sundry receipts 100.27
Recovery of Transport charges 9.25
Recovery of Launch hire 0.45
Guest house Room Rent 2.15
Total F & M Income as in HDC 388.59 311.00 311.00
Cost statement
Allocation to various activities
- Cargo 44.25% 47.07% 47.22%
- Port & Dock 31.17% 30.41% 30.20%
- Railways 11.94% 10.70% 10.98%
- Estate 12.64% 11.82% 11.59%

* In respect of the years 2010-11, 2011-12 and 2012-13, no breakup of
F & M income has been furnished by KOPT. However, for the year
2010-11, the breakup has been considered as given in the B.E 2010-
11.




Finance & Miscellaneous

Expenses:

(a). KOPT to furnish detailed
workings for the estimated
Finance and Miscellaneous

Expenditure for the years 2010-
11 to 2012-13. Also, furnish basis

for allocation of the said
expenditure to the various
activities and sub-activities

alongwith workings.

The various types of expenses considered under Finance
and Miscellaneous Expenditure and the allocation thereof
to the various activities as given by KOPT for KDS and
HDC separately is summarized and tabulated below:

With respect to KDS:
(Rs. In Lakhs)

2010-11 | 201112 | 2012-13
Payment of pension 8591.51 | 8870.95 9385.05
Contribution to Superannuation | 2125.00 | 2000.00 1875.00
Fund (For employees retiring on
or after 1.4.2004)
Contribution to Gratuity Fund 375.00 250.00 250.00
(For employees retiring on or
after 1.4.2004)
Other Expenses 329.05 347.86 367.66
Total F & M Expenses as in | 11420.56 | 11468.81 | 11877.71
KDS Cost statement
Allocation of Retirement benefits
to various activities
- Cargo 36.15% 36.15% 36.15%
- Port & Dock 55.58% 55.58% 55.58%
- Railways 6.04% 6.04% 6.04%
- Estate 2.23% 2.23% 2.23%
Allocation of Other Expenses to
various activities
- Cargo 42.99% | 42.99% 42.99%
- Port & Dock 45.09% | 45.09% 45.09%
- Railways 5.79% 5.79% 5.79%
- Estate * 6.13% 6.13% 6.13%

* The percentage of allocation of Other Expenses to Estate activity as
shown by KOPT in its statement is 55.12%, whereas the correct
percentage is 6.13% as shown above.

With respect to HDC:
(Rs. In Lakhs)

2010-11 | 2011-12 | 2012-13
Payment of pension 10587.55 | 10856.32 | 11485.35
Contribution to Superannuation | 6375.00 | 6000.00 | 5625.00
Fund (For employees retiring on
or after 1.4.2004)
Contribution to Gratuity Fund | 1125.00 | 750.00 750.00
(For employees retiring  on or
after 1.4.2004)
Value of Annuity to be purchased | 6000.00 | 4500.00 6000.00
Other Expenses 1183.00 | 1183.00 1183.00
Total F & M Expenses as in |25270.55 | 23289.33 | 25043.35
KDS Cost statement
Allocation of Retirement benefits
to various activities
- Cargo 55.16% 55.38% 55.38%
- Port & Dock 28.83% | 28.69% 28.69%
- Railways 12.17% 12.11% 12.11%
- Estate 3.84% 3.82% 3.82%
Allocation of Other Expenses to
various activities
- Cargo 45.04% | 49.36% 49.12%
- Port & Dock 29.67% | 26.94% 27.05%
- Railways 14.29% 12.69% 12.85%
- Estate 11% 11% 10.98%

(b). KOPT to refer to the table for
Note 8 given in Form 3A. In this
regard, the KOPT to clarify the
following:
(i). The KOPT has estimated
payment of pension/
retirement benefits for the
years 2008-09 to 2012-13
(Refer SI. No. a of Table).

The amount shown under Sl. no (a) is the Pension/
Retirement benefit paid/ payable to pensioners by KOPT
who are not covered by Pension Fund. On the other hand
the amount shown under Sl. No (d) is the quantum of
contribution made or proposed to be made for purchase




The KOPT has also estimated
value of Annuity to be
purchased covering
employees who retired before
31 March 2004 (Refer Sl. No.
d of Table). KOPT to clarify
how the information given in
Sl. No. d is different from the
information furnished in Sl.
No. a.

(ii). The KOPT has estimated
Value of Annuity to be
purchased to cover
employees who retired prior
to 31 March 2004 (Refer Sl.
No. d of Table). The KOPT to
furnish  Pension payment/
Retirement benefit that will be
covered by the value of
Annuity purchased/ to be
purchased and the amount
that may be left uncovered, if
any.

(iii). The treatment of return
on the value of Annuity
purchased/ to be purchased
over the relevant Pension
liability in the Cost statement
also to be intimated.

of Annuity from KOPT’s normal earnings. These two
being different from each other are not comparable.

However, it may be mentioned that due to improper
understanding of the requirement of Form-3C the
information furnished under Form-3C earlier was not
proper and accordingly, KOPT has now revised the Form
-3C. The same may be considered by TAMP.

As KOPT has not yet been able to purchase annuity to
cover all employees retired prior to 31.03.2004, KOPT is
purchasing annuity as per revenue position. With the
contributions made towards purchase of annuity, more
and more employees are getting covered. For example,
after contribution of Rs.190.00 crores and Rs.73.35
crores towards purchase of annuity in the year 2008-09
and 2009-10, around 2157 number of employees retired
in between 01 February 2000 to 31 March 2004 have
been covered and for that, an amount of Rs.17.13 crores
on account of Pension liability has been saved in the year
2009-10.

The return on the value of annuity purchased (Rs.14.00
crores in 2009-10) has been shown under FMI in the
Annual Accounts but has not been considered in the cost
statement as per the tariff guidelines.

(c). KOPT to refer to Table below
Forms 3A and Form 3C. With
reference to liability towards
specific year pension payment for
the years 2009-10 to 2012-13,
the amounts shown in the table
under Form-3A [Refer row (a)] do
not tally with the amounts shown
in the table of Form 3C [refer
sl.no. (iv) (a)]. KOPT to clarify the
position and reconcile the
difference. Further, it is to
confirmed that the specific year
pension payment are not drawn
from the Pension Fund.

The amount shown under row (a) in the table under Form
3A is the payment made/ proposed to be made on
account of Pension by KOPT while the amount shown
under sr. No (iv) (a) of Form-3C indicates year wise
contribution to Pension Fund (for employees retiring after
31 March 2004). These two amounts are not comparable.

However, it may be mentioned that due to improper
understanding of the requirement of Form-3C the
information furnished under Form-3C earlier was not
proper and accordingly, KOPT has now revised the Form
-3C. The same may be considered by TAMP.

(d). The KOPT has shown an
amount of Rs.100 Crores each for
the years 2009-10 and 2010-11
and Rs.90 Crores and Rs.85
Crores for the years 2011-12 and
2012-13 respectively towards
contribution to Superannuation
Fund and Gratuity Fund covering
employees retired on or after 1
April  2004. This  annual
contribution is reported to bridge
the gap to cover the balance
amount required in the Pension
Fund. In this connection the

The yearly contribution towards superannuation fund is
dependent on availability of fund subject to a maximum of
Rs.100000.00 per employee per year as allowed under
Income Tax Act. The corpus to be created is based on
actuarial valuation.




KOPT to confirm whether the
annual contribution is based on
actuarial valuation.

(e). The KOPT has shown an
actual amount of Rs.190 Crores
for the year 2008-09 and
Rs.73.35 Crores for the vyear
2009-10 towards value of Annuity
purchased / to be purchased
covering the employees retired
before 31 March 2004. Likewise,
the KOPT has estimated an
amount of Rs.60 Crores, Rs.45
Crores and Rs.60 Crores for the
years 2010-11 to 2012-13
respectively. In this regard, the
amount shown in Form 3C for the
years 2009-10 and 2011-12 are
not matching with the amount
shown in the table [refer row (d)]
under Form 3A. KOPT to
reconcile the difference.

In the Form-3A the annuity purchased during 2009-10
was wrongly shown as Rs.73.35 crores earlier. The form
has now been rectified which may be considered.

Similarly, the Form-3C has also been revised. Due to
improper understanding of the requirement of Form-3C,
the position was not reflected properly. The revised
Form-3C now submitted may be considered.

Capital employed:

Fixed Assets

(a). KOPT has proposed
additions to the gross block
during the years 2010-11 to
2012-13. The details of the
additions to the gross block
proposed during for the year
2010-11 to 2012-13 as given in
Form — 4B do not match with the
details of the additions as
furnished in Form — 4A. Further,
Form-4B is incomplete. The
KOPT to furnish full details in
Form 4B regarding additions to
the gross block for the years

2010-11  to  2012-13  with
justification for the proposed
investments.

As per the prescribed Format of Form-4B the details of
every additional item of investment exceeding Rs.5.00
crores added or proposed to be added to the gross block
during a financial year is to be indicated.

However, in case of Form-4A, all the assets irrespective
of value is to be shown. Accordingly, the aggregate value
of assets added to block as per Form -4B can not be
identical.

The assets proposed to be added in respect of HDC are
all pertaining to Plan Capital Schemes duly approved by
Ministry.

KOPT has furnished the copies of Board Resolutions in
the matter.

(b). The present status in respect
of additions proposed for the year
2010-11 to be furnished.

The KOPT has furnished the status of various Schemes/
Projects undertaken/ proposed to be undertaken at KDS
& HDC separately as on 31 July 2010.

(c). The status of action initiated
in respect of additions proposed
for the year 2011-12 to also be
intimated.

The additions in respect of HDC proposed for 2011-12
are all continuing scheme.

(d). It is to 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 to be furnished.

Confirmed.

(e). It is to be confirmed that the
capital outlay in the form of
additions to the gross block of
assets proposed for the years
2010-11 to 2012-13 is in line with

Confirmed.




Five year plan envisaged by the
Port.

(f). KOPT to furnish basis for
allocation of the net block of
assets to the various activities
and  sub-activities  alongwith
workings.

As per accounts maintained by KOPT, the assets are
classified under five heads, i.e. Cargo, Vessel, Railways,
Estate and Management. Accordingly the assets
pertaining to Cargo, Vessel, Railways and Estate are
directly identifiable from the Accounts itself.

The assets falling under Management are reallocated to
the four principle activities based on the nature of and
use of the specific asset.

The assets allocated to an activity is further reallocated to
sub activities based on the following principle:

(a). The assets, the usage of which can be identifiable to
a sub activity are allocated to the said sub activity.

(b). The assets, the usage of which is not directly
identifiable to a sub activity has been apportioned to
various sub activities based on the extent of use.

(g9). With reference to Form 9, the
KOPT to furnish the items of the
capital expenditure incurred or
proposed to be incurred from the
balance maintained in the Escrow
Account. It is to be noted that as
stipulated in Clause 2.8.3 of the
tariff guidelines, the investment
made out of the Escrow Account
will not qualify for ROCE.
Accordingly, KOPT to exclude the
items of assets funded from the
Escrow account for the purpose
of calculating ROCE. The details
of items of assets so excluded
from the capital employed to be
furnished year wise beginning
from 2005-06 to 2012-13.

KOPT has procured Locomotives and Railway rolling
Stocks out of the proceeds of the Escrow Account. The
investment so made has not been considered in Net
Block and accordingly no return against the same has
been claimed as per tariff guidelines.

9. Working Capital: As per the extant tariff guidelines, the working capital of
The reason for not estimating | KOPT becomes negative and accordingly, no working
working capital for the years | capital has been considered. The primary reason for the
2009-10 to 2012-13 to be | above phenomenon is disallowing almost the entire dues
explained. from the Govt. and a substantial amount of Sundry

Debtors from being considered as Current Assets.

D. Scale of Rates:

Q).

The KOPT has formulated its
proposed Scale of Rates
considering an increase in the
existing tariff at KOPT. The
additional services / facilities
proposed to be provided to the
users and the Dbenefit of
productivity improvements
accruing to users justifying this
hike to be listed out.

KOPT while formulating its proposed Scale of Rates has
envisaged the following additional services/ facilities and
the benefit of productivity improvements -

(a). Introduction of shore handling services at two berth of
HDC through contractors. KOPT presently does not
undertake such services at HDC and users are
completely dependent on private operators for shore
support. The private operators often operate with
inadequate fleet which affects the productivity of vessels.
The customer is forced to pay a substantial amount to the
private operators for the services, without any control
over the quality of the service.




(b). Introduction of MHC at two berths of HDC for vessels’
work will increase the productivity of the bulk/ break-bulk
vessel considerably. As per contract condition, the
contractor is required to provide a productivity of 20000
MT per day output. This will reduce the vessel time at
berth as well as the turn-around time of the vessels.

(c). Computerised filing of documents/ requisitions would
result in saving huge paper cost and reducing human
interface between port and users.

(d). Reduction in dwell time inside the port will result in
savings of storage charges to the users in port.

(ii)-

As stated earlier, the cost
statement furnished by KOPT
reflects on average deficit of
around 17% at the existing level
of tariff for the years 2010-11 to
2012-13. However, it is seen
from the proposed draft Scale of
Rates that the rates shown in the
Scale of Rates increase at
different percentages from the
existing level of tariff. In this
context, the KOPT to furnish a
detailed working showing that the
additional revenue for the
respective years that would
accrue to KOPT by application of
proposed rates will match with the
average deficit position of around
17% as shown by the port in the
cost statement.

The reason for proposing different rates of increase in
applicable charges have been explained earlier and
hence not repeated.

(iil).

The KOPT to explain the reason
for inserting the sentence ‘and
any other area as may be
administratively decided’, in the
definition no. 2(vii) defining HDC.

KOPT is contemplating commencement of operation at
various areas including Salukkhali. Some of the areas are
yet to be taken over by KOPT and the operational control
of the area is yet to be decided administratively.
Therefore, the insertion has been made to take care of
the situation when decided in future.

(iv).

The proposed note 3(xiii)(b) to be
modified in line with clause 2.18.2
of the revised tariff guidelines and
the rate of interest to be updated
with the prevailing Prime Lending
Rate of State Bank of India.

The rate of interest has been proposed at 2% plus the
PLR of State Bank of India. However, with the recent RBI
stipulation of replacing the PLR with Base Rate, the
provision of the guidelines may require modification.

(v).

The KOPT appears to have
introduced new cargo items in the
Wharfage Schedule at Section

4.1. KOPT to furnish detailed
working with cost elements
considered to arrive at the

proposed wharfage charge for
each of the cargo items proposed
to be introduced by KOPT.

It is clarified that no new cargo item as such has been
introduced. However, in some cases due to use of
generic terms in the existing Scale of Rates often
difficulties are being faced at ground level in
understanding and implementation. In the proposed
Scale of Rates an attempt has been made to specify the
items instead of use of generic terms to the extent
possible.

Further, doing away with ad valorem rate necessitated
certain amendments, which has been done.

(vi).

The existing conditionality at Sl.
no. 2 of Section 4.2. prescribes
wharfage for coastal cargo at
60% of the rates specified for
foreign cargo subject to a

The ad valorem rates for unspecified foreign cargo have
been done away with and hence, the clause ‘subject to a
maximum of Rs.50 per tonne’, which was inserted for
dealing with coastal unspecified cargo has also been
deleted.




maximum of Rs.50 per tonne. In
the proposed draft Scale of
Rates, the KOPT has proposed to
delete ‘subject to a maximum of
Rs.50 per tonne’. The reason for
deleting the said clause from the

existing conditionality to be
explained.
(vii). | The reason for deleting the | As the proposed Scale of Rates has specific Wharfage

existing conditionality at Section
4.11 which prescribes wharfage
on unspecified cargo sold by
auction/ tender is to be explained.

rates for all cargo including unspecified cargo and the ad
valorem rates of unspecified cargo have been done away
with, the instant clause which earlier dealt with
unspecified cargo (as ad valorem is not available when
sold by auction, tender or otherwise) has been deleted.

(viil).

The KOPT appears to have
modified the existing Schedule
‘On-board Handling Charges’
proposed at Section 5.1. KOPT to
furnish detailed working with cost
elements considered to arrive at
the proposed On-board Handling
charge for each group of the
cargo items proposed to be
introduced by KOPT. The rates
for the existing group of cargo
item to be linked to the proposed
rates for the proposed group of
cargo items and confirm whether
the cargo items under existing
group are similar to the cargo
items in proposed group.

The productivity of on board labour primarily depends on
the nature of cargo. Accordingly, while framing the
schedule of on board charge an attempt has been made
to group cargos having similar nature of handling in one
group.

The first group deals with all types of dry bulk cargo. The
group is similar to the group specified under S.5.1 (1) of
the existing Scale of Rates.

The Iron & Steel products have also been put under a
separate group akin to the practice followed in the
existing Scale of Rates [Ref: S.5.1 (2)]. However, all
types of bagged cargo not specified and all types of
liquids handled in drums have been clubbed with the said
group. As the products does not come under the
classification “Iron & Steel’, there are problems at the
ground level relating to classification of items and
implementation of the existing Scale of Rates. To remove
the problems, the various types of Iron & Steel Products
as handled at KOPT has been specified to facilitate
proper implementation at ground level.

To facilitate automation, the bagged cargo presently
classified under S.5.1 (3) has been specified under S.5.1

).

The ‘logs, Timber & Veneer’ has been classified under a
separate group akin to the existing Scale of Rates.

Car/ Rubber Tyre Vehicles etc handled by use of slings
have also been placed in one group as has been done in
the existing Scale of Rates.

Other General Imports/ Exports like Machineries,
Equipments etc has been put under a separate group
dealing with all types of cargo not specified. It may be
mentioned that due to the nature of such cargo, the
productivity of handling of the same is very low. For
example, while the hook shift output of Coking coal in
2009-10 was 533 MT, the hook shift output of General
Import/Exports was only 121 MT. The productivity of such
cargo also depends on the type of the cargo and varies
considerably. For example during 2008-09 the hook shift
output of such cargo was only 85 MT. Considering the




poor productivity of such cargo, a separate category has
been specified under S.5.1 (6).

(ix).

Similarly, the KOPT appears to
have modified the existing ‘Shore
Handling Charges’ at Section 6.1.
KOPT to furnish detailed working
with cost elements considered to
arrive at the proposed shore
handling charge for each group of
the cargo items/ services/
facilities proposed to be
introduced by KOPT. The rates
for the existing group of cargo
items to be linked to the proposed
rates for the proposed group of
cargo items and confirm whether
the cargo items under existing
group are similar to the cargo
item in proposed group.

In case of shore handling charges the structure of
existing Scale of Rates has been kept as it is with the
only exception of modification of the existing S.6.1 (6)
dealing with all types of bulk cargo. In the existing Scale
of Rates, the shore handling charges applicable for all
types of dry bulk cargo excepting for Thermal Coal and
Iron Ore is specific irrespective of the fact whether the
cargo is required to be transported from a Berth to a
storage area adjacent to the same berth or not.

However, the transportation cost relating to transfer of
cargo from a berth to the dedicated storage area of a
berth and that for transportation of cargo from a berth to
an area other than dedicated storage area of the berth is
not similar. A differential rate to deal with transportation of
cargo from a berth to area other than dedicated storage
area of the berth has been proposed to take care of the
additional cost of transportation.

(x).

The KOPT to confirm whether the
revised manning scales / datum
awarded by the National Tribunal
in 2006, have been taken into
account while determining the
stevedoring cost pertaining to the
‘On-board Handling Charges’
proposed at Section 5.1. and
‘Shore Handling Charges’
prescribed at Section 6.1. of the
proposed draft Scale of Rates.
The KOPT may also furnish
details as to when the Datum was
revised.

The position of KOPT in the matter has been explained
earlier and hence not repeated.

The rationale behind introducing
a new note (iv) under ‘Note for
Section 6’ to be explained.

As has been pointed out earlier, the differential rate under
S.6.1(7) has been proposed to take care of cost of
additional transportation in case of transfer of cargo from
a berth to an area other than dedicated storage area of a
berth.

It has been generally seen that the average lead distance
between a Berth and the dedicated storage area of the
same berth is 1 Km. Hence, in cases where the distance
between the berth and the storage area other than
dedicated storage area of the berth is 1 Km or less, it was
considered that the extra rate should not be applicable.
The note-(iv) to S.6 has been added to deal with such
cases.

(xii).

The rationale behind introducing
a new note (i)(b) under ‘Note for
Section 7' prescribing Last
Landing Date (LLD) in respect of
overside discharge to be
explained.

The provision has been inserted to deal with cases of
landing of cargo from barges/ boats/ flats/ any other
vessels etc, at berth; the cargo on which was originally
discharged overside as well as at anchorages to such
barges/ flats/ boats/ any other vessel etc.

(xii).

The new tariff item proposed at
SI.No.3 of Section 8.1 for levy of
charges for transportation of
cargo for which KOPT undertakes
transportation within the Dock
Interior Zone of HDC to be

The rate specified for transportation within dock interior
zone at HDC has been kept at the same level of that of
KDS as the nature of service is similar. The clause has
been inserted to specify the rate for HDC instead of
deriving the same from the rate applicable for
transportation ‘within the dock’ specified under S.8.1(1) of




justified with cost details.

the existing Scale of Rates, as in HDC the area is known
by users as dock Interior Zone.

(xiv).

The new tariff item proposed at
SI.No.6 of Section 9 for unloading
of dry bulk cargo from dumpers to
be justified with cost details.
KOPT to clarify, how this
proposed tariff item is different
from another proposed new tariff
item in Sl. No.13 under Section
17.1 for levy of charges for use of
MHC for unloading/ loading
cargo.

The rate specified under S.9.1(6) deals with loading/
unloading of dry bulk cargo not covered under the
definition of ‘Shore handling charges’ The rate has been
derived from the applicable corresponding rate for break
bulk cargo and pegged at 50% of the lowest slab rate
applicable for break bulk cargo, considering the
productivity of the equipments while handling of bulk
cargo vis-a-vis break bulk cargo.

The rate specified under Section-17.1 Sr.No-13 deals
with loading/ unloading of cargo to/ from vessels, while
the rate specified under S.9(6) deals with extra loading/
unloading of bulk cargo as a part of shore handling
activity.

Proposed note for 10% rebate in
the composite box rate incase of
import container containing cargo
consigned to Nepal and Bhutan
at note (i) under ‘Note for
Sections 11 and 12, may not be
required since the tariff to be
approved will be ceiling rates and
the KOPT has the liberty to
charge lower rates based on
commercial consideration.

It is a fact that the rate approved by TAMP will be the rate
and the KOPT has the liberty to charge lower rates based
on commercial consideration. But KOPT intends to keep
the note in the proposed SOR to give importers and
exporters of these land-locked neighbouring countries a
comfort feeling that KOPT cares for them. The entire
group of cargo of these two countries are charged in the
lowest slab in the existing Scale of Rates irrespective of
the category. Therefore, considering the above position,
this Authority is requested to include the proposed note
for 10% rebate in the composite box rate in case of
import container containing cargo consigned to Nepal
and Bhutan.

(xvi).

The rates levied by the Calcutta
Dock Labour Board (CDLB) are
not within the regulatory purview
of this Authority. The SOR to be
notified by this Authority need not
approve the arrangement
proposed at Note (ii) under “Note
for Sections 11 &12.”

The Note proposed is not an arrangement. It is a
clarification that the composite rate does not include
charges of Dock Labour Board. Therefore, TAMP is
requested to incorporate the Note.

(xvii).

The reference of “Note (i)” made
in the note (i) under note for
Section 11 & 12 is not clear.

TAMP has correctly identified the inconsistency in the
Note (iii). A wrong reference has been made in Note (iii).

The phrase “Note (i)” is to be replaced by “Section 12.1”.
The error inadvertently made may please be excused
and the Note may be rectified as submitted above.

(xviii).

The KOPT has prescribed
charges for Transhipment
Containers at section 13. KOPT
to furnish detailed working with
cost elements considered to
arrive at the proposed charges for
Transhipment Containers. The
need for this tariff item in the
absence of estimate traffic of
transhipment containers to be
explained.

TAMP may recall that after revision of last Scale of Rates
of KOPT, as some transhipment of containers took place
at KDS and representations for transhipment container
rate were received from some container MLO-cum-vessel
operators, a proposal was sent to TAMP in 2008 for
Transhipment Container rates. The said proposal of
Transhipment Container rate has been approved by
TAMP recently vide order dated 9" July 2010 (Case No.
TAMP/28/2008-KOPT).

In absence of proper transhipment rate, it was often
represented that this would jeopardise the development
of a transhipment route through the KOPT.

In the back drop of the above stated position, the rate for
transhipment container has been proposed following the
stipulation made in Clause 5.5.1 of the tariff guidelines of
March 2005.




Calculation:
The composite handling rates for normal container rates-
i) Foreign(Load)- Rs. 4500
i) Coastal(Load)l- Rs. 2700
iiiy Foreign(Empty)- Rs. 2500
iv) Coastal(Empty)- Rs. 1500

Based on the above rates position of normal containers,
the rates of transhipment containers have been
calculated and proposed as submitted below.

Transhipment charge where both legs are foreign
Loaded- 1.5 times of (i) above =Rs. 6750
Empty- 1.5 times of (ii) above = Rs. 4050

Transhipment charge where one leg is coastal and
other leg is foreign

Loaded- 0.75 times-  (a) of (i) above = Rs. 3375
(b) of (ii) above = Rs. 2025
Rs. 5400

Empty- 0.75 times- (a) of (iii) above = Rs. 1875
(b) of (iv) above = Rs. 1125
Rs. 3000

Transhipment charge where both legs are coastal
Loaded- 1.5 times of (iii) above = Rs. 4050
Empty- 1.5 times of (iv) above = Rs. 2250

(xix).

The KOPT has proposed
consolidated charges for
movement of containers between
Docks and off Dock CFS by rail at
KDS at Section 15.1. KOPT to
confirm whether the proposed
services are covered under
Section 42 read with Section 48
of the MPT Act. The KOPT to
furnish detailed working with cost
elements considered to arrive at
the proposed charges, if the
proposed services are covered
under the relevant provisions of
MPT Act.

The proposed consolidated charge primarily constitutes
of Container composite Box rate, extra container handling
charges, if any, and transport of the container loaded on
wagon owned by the CFS within the Port Railway
network with the help of Port Locomotives and
accordingly, the same falls within the ambit of Section-42
read with Section-48 of the MPT Act.

The approach taken in fixing the rate is tabulated below:

(Amt. in Rs.)
Sl. No Particulars 20’ 40’
A) [For container other than ICD
(i) |Where information will be received for such|
movement by wagon prior to landing
receipt of containers in docks.
- Composite Box rate 4500 6750
- Local Haulage charge # 745 1490
Total 5245 8240
Rounded off to 5250 8250
(i) |Where information will NOT be received for
such movement by wagon prior to landing
receipt of containers in docks.
- Composite Box rate 4500 6750
- Additional Handling Charge @ 800 1200
- Local Haulage charge # 745 1490
Total 6045 9440
Rounded off tof 6000 9440




B) [For ICD container
(i) |Where information will be received for such
movement by wagon prior to landing
receipt of containers in docks.
- Composite Box rate 3500 5250
- Local Haulage charge # 745 1490
Total 4245 6740
Rounded off to 4250 6750 *
(i) |Where information will NOT be received for
such movement by wagon prior to landing
receipt of containers in docks.
- Composite Box rate 3500 5250
- Additional Handling Charge @ 800 1200
- Local Haulage charge # 745 1490
Total 5045 7940
Rounded off to 5000 7940 *

# For hauling of privately owned wagons of the CFS operator from
docks to their CFS by port locomotives within the railway network of
Kolkata Dock System, the rate has been arrived at taking the Local
Haulage Charge rate levied for inward/outward movement of loaded
wagons of Zonal Railways by port locomotives. The present rate of
Local Haulage Charge notified by Railways for KDS is Rs. 1490 per
8 wheeler. As 8 wheeler wagon can load either 2(two) 20’ containers
or 1(one) 40’ container, the rate for 20’ has been arrived at half the
rate and for 40’ the full rate.

@ In absence of pre-information from the users/CFS operators about
movement of the container by wagons to CFS, the container on
landing is being stacked at the yard for truck/trailer loading. This
container subsequently if requisitioned for movement to CFS by
wagon of the CFS operator, additional handling services are required
for the container in the form of lift-on from the truck/trailer loading
stackyard, transportation to railway loading stackyard and lift-off at
railway loading stackyard. For this additional services rates specified
at Sl. No. 2(b) and (4) for Miscellaneous Services under Section 14.1
are leviable.

* The rates for 40’ ICD container may please be amended in the
proposed Scale of Rates as Rs. 6750 and 7940 as against Rs. 7250
and Rs. 8440 respectively. The mistake inadvertently occurred as
the composite box rate for 40’ was not considered at 1.5 times the
rate for 20’ container in earlier calculation. The TAMP is requested
to considered the matter and amend the proposed rates for 40’ ICD
container accordingly.

(xx) The reason for increasing the free | After the last revision of Scale of Rates of KOPT, the
days from the existing 3 days to | Board of Trustees of KOPT vide Resolution No. 83 dated
30 days incase of import | 8.06.07 have approved increase of the free days for
containers containing relief | Missionaries of Charity, Ramkrishna Mission, Bharat
commodities for Missionaries of | Sevashram Sangha from 3 days to 30 days.

Charity, Ramkrishna Mission and
Bharat Sevashram Sangha at
Section 16.3 to be clarified.

(xxi). | The proposed storage slab | No change in the storage charge has been proposed so
structure at Section 16.6 (Storage | far as normal transhipment container is concerned.
charge on loaded import/ export/
transhipment container containing | In keeping with the tariff guidelines for containers
Hazardous-l cargo) and at | containing Hazardous-l cargo a rate slab has been
Section 16.8 (Storage charge on | incorporated separately taking 1.25 times of the normal
loaded transhipment container, | container.
excepting those loaded with
Hazardous -l cargo) to be | As transhipment containers are not being handled at
justified with dwell time analysis. KOPT regularly, separate dwell time data is not available.

(xxii). | The reason for not prescribing | As the load container is already having free period, no

any free days on cargo destuffed
from container as proposed as
Note 12 under ‘Note for Section
16’ to be explained.

additional free period for cargo de-stuffed from the said
container has been proposed except the day of de-
stuffing.




(xxiii).

The KOPT has introduced
charges for the use of Port’s
Railway Weigh Bridge at Sl. No.
6(ii) and new tariff items at SI. No.
13, 14, 15(a) and (b) and 16
towards use of MHC on board the
vessel for loading/ unloading,
heaping/ high heaping of dry bulk
cargo, despatch related services
and cleaning charges for handling
of cargo under Section 17.1. In
this regard, the KOPT to furnish/
clarify the following:

(a). KOPT to clarify whether these
equipment / services would be
directly provided by KOPT or by
outsourcing.

The services would be provided by outsourcing.

(b). KOPT to justify the proposed
charge supported by detailed
working with cost elements
considered.

KOPT does not maintain sub-activity costing. However,
the revenue projection indicated by KOPT includes
revenue expected to be earned from the aforesaid
activities and the cost indicated in the cost statement
against individual sub services also includes estimated
outgo on account of payments to the contractor engaged
for equipping of berths as well as allocation of overhead
as per prescribed formula. The final position as reflected
from Form-5 (a) (iii) clearly indicates that the projected
earning as per proposed Scale of Rates is within the
permissible limit.

Further, the rates proposed are comparable with rates of
similar facilities provided by other terminals.

(c). The KOPT had earlier vide its
letter no. Admn/7415/C/3 dated 2
December 2009 proposed the
charges for the above said tariff
items for approval. For the
detailed observations conveyed,
the proposal of KOPT was
returned to the port with a request
to file a comprehensive proposal
formulated as per the relevant
provision of the tariff guidelines of
March 2005, vide our letter no.
TAMP/57/2009-KOPT dated 1
January 2010. The KOPT to
comply with the advice rendered
earlier in this regard with respect
to the tariff items now proposed
by the port.

The proposal of KOPT dated 2 December 2009 was for
adoption of certain rates on ad-hoc basis. TAMP had
made certain specific observations against the proposal.
However, due to various issues including protracted
litigation, the commencement of work by the contractor
engaged for equipping of the berths at HDC has been
delayed. Only very recently, in pursuance of a directive of
Ministry, KOPT has advised the contractor for settlement
of issues relevant for issuing commissioning certificate.
The rates earlier proposed by KOPT for adoption on ad-
hoc basis have not accordingly been charged so far.
The principle objection that was raised by TAMP against
the earlier proposal was with regard to adoption of same
charge for loading/ unloading of cargo by MHC applicable
to Foreign and Coastal cargo.
KOPT has duly considered the observation of TAMP and
accordingly, KOPT would like to propose the following as
clause proposed under S.17.1 Sr.No-13 in place of the
clause proposed earlier:
Sr.No Description

13. | Use of MHC with grabs and pay
loaders on-board the vessel for

loading/ unloading of cargo at any
MHC Berth at HDC

Rate in Rs. Per MT

a)Foreign Cargo: Rs.52.00
b)Coastal Cargo other than Rs.31.20
Crude Oil, POL & POL

Products, Thermal Coal, Iron
Ore and Iron Ore pallets.




The aforesaid rates have been derived considering
estimated handling of coastal cargo at 10% of the total
cargo.

Further, regarding the rates proposed earlier, TAMP had
advised to submit cost statement. In case of the existing
proposal of revision of Scale of Rates, the estimated
earning against the aforesaid services as well pay out to
the contractor as well as allocable overheads has been
indicated in the cost statement under Form-5 (a) (iii)
submitted to TAMP. The final position against each of the
sub services specified in Form-5 (a) (iii) justifies the rates
proposed.

(xxiv)

The rates proposed at Sl. No.
11(c) under Section 17.1. to be
levied on wagon carrying loaded
or unloaded containers at
CONCOR CTKR Terminal to be
justified with detailed workings.

(A). The Operational services given by port to wagons
handled at CONCOR Terminal are as follows:

(i). All inward rakes for CONCOR Terminal are received
by port from Trunk Railways at its own interchange yard
(EJC) on its own rail track and thereafter, the rakes are
hauled and placed at the CONCOR Terminal by KOPT’s
own locomotive.

(ii). Port with the help of its locomotive also undertake all
rake movement between CONCOR Terminal and Port
Container Terminal.

(iii). In almost all cases, outward rakes from CONCOR
Terminal are moved and hauled out by locomotives from
Trunk Railway directly.

(iv). Port locomotive is used for doing shunting of wagons
inside the CONCOR Terminal. This is an additional
service other than mentioned in 1% item above in para-4

(v). Port railway tracks at EJC yard is being used for
holding rakes meant for CONCOR Terminal when there
is space problem inside CONCOR Terminal. It is
observed that 2 to 3 rakes on an average per day occupy
port’s rail tracks.

(vi). Port locomotive is used for sorting and shunting of
sick wagons and placement of the same at Sick line and
subsequent clearance etc.

(B). For all the services mentioned above, KOPT
presently levies the following charges as per Board
Resolution No. 79 dated 17.06.2005.

(i). Local haulage Charge after granting the following
concession-

(a). 25% on domestic container

(b). 50% on exim containers involving Amingaon
& Birgunj ICD

(c). 90% on exim containers involving ICDs at
TKD, Dadree, Ludhiana, Dandherikalan,
Jaipur, Kanpur, Bhadohi, Mirzapur, Fatwa,
Jamshedpur, Baleswar, Nagpur, Raipur.

(ii). For use of KOPT’s railway tracks- a track utilisation
charge.




(iii). For additional services by KOPT’s locomotives, other
than the 1% item in para-4 above, Locomotive hire
charge.

(C). As CONCOR has requested KOPT to do away with
the tedious calculation of the aforesaid 3 charges and to
introduce a TEU rate, a consolidated rate of Rs.600/- per
TEU handled at Container Terminal has been proposed
by KOPT for providing all rail related services by the port
railway system. The detailed working of the rate is
furnished below :-

Facts & Figures considered:

(i). As services of locos for placement, withdrawal, re-
positioning of wagon are the primary service that port
railway renders to the CONCOR terminal, it was found to
be logical to allocate the cost of operation on the basis of
loco utilisation.

(ii). Loco utilisation hour for CONCOR work in December
2008, January 2009 and February 2009 were 57.41 hrs.,
56.07 hrs., and 71.17 hrs. Average comes to 61.55 hrs.

(iii). On an average two sets of loco support are in service
in KDS railway system. Total hours in a month comes to
[2 x 30 x 24] = 1440 hrs. Considering 60% capacity
utilisation, effective loco hrs worked out to 864.

(iv). Operating Expense of railway operation for 2010-11,
2011-12 and 2012-13 are Rs.1668.96, Rs.1761.17 and
Rs.1859.76 respectively as per Cost Statement for
Railway Activity of KDS. Average comes to Rs.1763.30.

(v). Allocated Management & General Overheads for
2010-11, 2011-12 and 2012-13 are Rs.717.11, Rs.759.57
and Rs.806.05 respectively as per Cost Statement for
Railway Activity of KDS. Average comes to Rs.760.91,
which is 43% of Operating Expense.

(vi). Allocated FME after adjustment of FMI for 2010-11,
2011-12 and 2012-13 are Rs. 751.25, Rs. 784.09 and Rs.
815.11 respectively as per Cost Statement for Railway
Activity of KDS. Average comes to Rs. 783.48, which is
44 .43% of Operating Expense.

(vii). Annual throughput at CONCOR Terminal is taken at
40000 TEUs.

Operating Expense for railway operation x Loco utilisation hrs for
Total effective loco hrs. CONCOR

= Operating Expense for CONCOR on the basis of loco utilisation hrs.

Operating Expense for CONCOR = Operating Expense per TEU
No. of TEUs estimated




Thus, the rate is worked out as follows :-

Rs.1763.32 lakhs x 61.55
864 hours
= Rs.125.62 lakhs
40,000 TEUs
Therefore, Operating Expense per TEUis - Rs.314
Add : Mgt. & Genl. Overhead (43% of OE) - Rs.135
FME after adjustment of FMI (44.43% of OE) - Rs. 140
Total - Rs.589
Add RoCE (13% of OE) - Rs. 40
Total amount per TEU worked out to - Rs.629

Based on the above and CONCOR’s contribution to port
container traffic, a rate of Rs.600 per TEU has been
proposed.

(xxv).

It is seen that the tariff items
listed at SI. No. 8, 9, 10 and 11
under Section 17.1 relate to levy
of charges with respect to
Railways. In this context, KOPT
to furnish/ clarify the following:

(a). The services proposed to be
rendered for the tariff items to be
listed out.

Sl. No. 8 - Hire of Locomotive

The services proposed to be rendered under this tariff

item is in the form of port locomotive support -

(i). for additional shunting requirement of the siding
holders/ users other than hauling of wagons by port
locomotive in connection with inward/outward
movement covered under Haulage Charge approved
by Railway Boards from time to time.

(ii). for haulage of newly built wagons to stabling yard.

SI. No.9 - Stabling Charge

The services proposed to be rendered under this tariff
item is in the form of providing KOPT’s own railway
tracks

i) for stabling of newly built wagons

ii) for stabling of private wagons

Sl. No.10 - Infringement, Local Haulage, and Wagon
Hire/ Demurrage
These are charges approved by Rly. Board from time to
time for providing
Port railway services-
i) Infringement charge is levied in case of ODC
movement by wagons.

ii) Local Haulage is levied for inward/outward hauling
of loaded wagons between interchange yard of
KOPT and loading/unloading point of the wagons
served by KOPT railway system.




iii) Wagon demurrage/Hire Charge is levied as per the
Notification of Railway Board from time to time for
holding of wagons beyond free period for reasons
attributable to siding holders/users.

SI. No. 11 Consolidated charge

(a) and (b)is being levied at KDS after consolidating
various charges like Siding Charge, Diversion Charge
etc and to recoup some operational cost of railway
activity of KDS since more than 15 years back. Had
this charge was not introduced for user of port railways
there would have been much more deficit in railway
operation, burden of which might have to be passed on
other users.

(d) is a new charge and separately explained above.

(b). KOPT to explain as to how
the proposed services do not fall
within the purview of the Railway
Board for fixation of tariff. The
availability of such rates in the
existing Scale of Rates alone
need not be the justification.

Rates under Sl. No.10 are fixed by the Railway Board.
Other rates are related to various additional services
required to be provided to users like shunting/ shifting of
wagons with port locomotive, space for storing (stabling)
of newly built/ pvt wagons on KOPT’s rail track etc.
Railway Board does not fix its rate based on the activity
cost of port railway.

(xxvi).

(a). With reference to the new
note proposed at (i) under
Section 17.1 the basis for the levy
at double the rate for hire of
floating crane if the crane is
booked beyond normal shift
norms to be furnished.

The existing Floating Crane C.V.Mahabahu is of 60 Ton
Lifting capacity. Right now the vessel is non-propelled, for
which the movement of the vessel is multi-tasked which
involves operating cost at different areas. The sanctioned
strength of the vessel is 34 persons and at present is
manned by atleast 24 persons. This leads to a running
operating cost by way of ship-keeping round-the-clock
even if it is not booked. The present hike in the crane hire
charges does not even replenish the operating cost for 8
hours especially after the new wage board. Normally, the
rates for such type of crane should be framed on ‘per lift’
basis and not for ‘8 hours shift’ but KOPT has proposed
for moderate enhancement of rate, which is not market
driven. Providing a floating crane of 30 Tonnes and
above to a customer involving huge investment &
operating cost is not high even @ Rs.80,000/- per 8
hours of operation.

(b). The reason/ basis for
exempting the wagons of CFS
operators from levy of stabling of
wagon charges on Port Railway
Track for first three days to be
furnished.

By encouraging the new concept of removal of containers
to CFS by Wagons owned by CFS operator, instead of by
trucks, the road congestion in city-port like Kolkata has
reduced. As such, the port has considered the CFS
operator’s request for first three days exemption.

(xxvii).

It is seen that KOPT has
proposed many changes in the
existing PART — V pertaining to
Charges for Dry Docks. The
KOPT to furnish justification for
each of the change proposed to
be effected in the proposed Draft
Scale of Rates. The KOPT to
furnish the financial impact arising
from each of the proposed
modification along with workings.

The part-V i.e. the structure of Dry Docks charges have
been drawn in line with the Schedule of Rates for
Mumbai Port Trust.

In Kolkata, we are having individual five Dry Docks for
single vessel and normally bigger size vessels are dry
docked sometimes. For smaller vessels dry docked at
Kolkata, the proposed rate does not even meet the
optimum income considering the size of the Dry Dock
and dry docking of single vessel at a time. Even after the
proposed rate revision, the deficit in the activity could not
be entirely wiped out. The vessels coming to Kolkata Port
are normally dry docked for a longer period thus affecting
the revenue earning.




(xxviii).

KOPT to justify the rebate of 20%
on dry dock charges of KOPT
vessels as proposed at Section
20.11. The term “KOPT vessels”
to be explained.

“KOPT vessels” means vessels like Pilot vessels, Tugs,
Dredgers, Launches, Despatch vessels, Research
vessels, Floating crane, Jet Dredgers etc. owned by
Kolkata Port Trust.

(xxix). | The KOPT appears to have | The rate for supply of electricity is not a new introduction.
introduced charges for the supply | In the existing Scale of Rates, the rate for supply of
of Electricity at SI. No. 7 under | electricity has been specified under S.22.1 (7), which
Section 24.1. The proposed | may be seen. The rate has however been upwardly
charges to be justified with | revised considering the increase in electricity tariff as well
workings. as related costs.

(xxx). | Similarly, KOPT has introduced | The acquisition cost of the pneumatic fenders has been
charges for the providing | capitalised in 2010-11. The various costs attributable to
pneumatic fenders at SIl. No. 9 | handling and maintenance of the fenders has been
under Section 24.1. KOPT to | considered against the sub-service ‘Berth Hire’ under the
justify the proposed charge | Form-5 (b)(iii). The estimated earnings from the services
furnishing working with cost | have also been included under the said sub service. The
elements considered to arrive at | final position in the cost statement justifies the rate
the proposed charge. proposed by KOPT.

(xxxi). | The KOPT to justify with cost | As per S.25.1, the normal towage & pilotage service
details the proposed levy of | commences at Sand- head and completes at Sand-head.
additional 50% towards towage | The Scale of Rates also provides for levy of shifting
and pilotage on vessels which | charges against movement of vessels from one dock
after visiting either KDS or HDC, | system to another dock system under a single voyage.
is required to go back tot| However, in some cases, the vessels after cargo
Sandheads before proceeding to | operation at one Dock System visits other Dock system
other dock system for cargo/ | via Sand Head. As per provision of S.25.1, 200% Towage
container work. & Pilotage is to be levied against such vessels. However,

as the vessel concerned is visiting another dock system
for cargo operation under a single voyage and only due
to various operational reasons the vessel had to go via
Sand Head, KOPT has proposed a lower rate of 150% of
Towage & Pilotage in such cases instead of 200%.

(xxxii). | The reason for altering the | In case of vessels of both the category, the cargo work
existing slab structure prescribed | should not take more than five days. However, it has
for stayal of vessel less than and | been observed that the vessels (particularly small
more than 200 tonnes as | vessels) are using the dock as anchoring place on
proposed under Sl. No. 1 and 2 of | various pretexts. This is causing congestion inside docks.
Section 28.1 to be explained. The
reason for introducing two new | To discourage the above practice, KOPT has proposed
slabs to cover vessels of 1001 | penal rates for stayal beyond 5 days. The rates have
to1500 tonnes and that above | been hiked progressively. However, the rate for stayal
1500 tonnes is also to be | upto 5 days as applicable for vessels upto 1000 tonnes
explained. has been kept at the same level as that of existing Scale

of Rates, to facilitate genuine cargo work.

Further, due to draft constraints, more and more large
sized inland vessels are visiting KOPT. These vessels
use the infrastructure facilities to the same extent as that
of corresponding coastal /foreign vessels.

In consideration of the above, KOPT has proposed
differential rate structure for Inland vessels of 1001-1500
tonnes and Inland vessels over 1501 tonnes.

(xxxiii). | KOPT to furnish the basis along | Presently all Inland vessels above 15 tonnes are charged

with workings to arrive at the
proposed Dock Toll charges
introduced for the various slab
structures.

dock toll @ Rs.9.00 per tonne subject to a maximum of
Rs.4000.00. The above provision was inserted
considering the then existing smaller sized Inland
vessels. However, due to draft restriction, more and more
larges Inland vessels are visiting KOPT.




The nature of services availed by a small Barge of less
than 500 tonnes is substantially different from the nature
of services availed by a bigger barge of say 1500 tonnes.
In fact with the increasing size of the Inland barges,
sometimes separate lock movement is also required for
entry/ exit of such large barges.

Considering the above factors the Dock toll rates has
been prescribed under few slabs based on the size of the
Inland barges so that barges of larger size and capacity
is charged at a higher rate than those of smaller size and
capacity.

10.1.

10.2.

A joint hearing in this case in reference was held on 25 August 2010 at the KOPT
premises in Kolkata. The KOPT made a power point presentation of its revised proposal. At the
joint hearing, KOPT and the concerned users/ organisation bodies have made their submissions.

At the joint hearing, the KOPT was requested to furnish some information /
clarification. The KOPT has responded. The information sought by us during the joint hearing and
reply of the KOPT thereon are tabulated below:

Sl.
No.

Additional information /
clarification

Reply of KOPT

(i).

KOPT response on the comments
of many user associations on the
KOPT proposal in reference are
not found to be focussedly
addressing the issues raised by
them. The KOPT to review its
response already furnished and
forward a comprehensive response
addressing the issues raised by the
users.

(The KOPT has responded to some of the
comments of the users associations. These
comments have been inserted alongwith the users
comments at the respective relevant places.)

The KOPT has proposed a levy of
10% to meet the pension liability.
In this regard, the KOPT to furnish
a detailed proposal supported by
relevant facts, figures and
justification. It is noteworthy that
the KOPT has agreed that the
pension levy, if approved, may be
restricted to a three year period in
the first instance.

The KOPT has proposed to imposition a special rate
on the new Scale of Rates to be approved for the
purpose of discharging the pension liabilities.

The Board of Trustees for the Port of Kolkata has
approved the proposal for imposition of such levy. It
is essential to elaborate the scheme adopted by
KOPT to discharge the liabilities to fresh order from
time to time given by competent authority like
Government of India, Settlement of Pay &
Allowance, payment of Revised Pension etc. The
preamble to the issue with specific is given below:

(). The pensioners drawing pension from
Kolkata Port Trust vis-a-vis from the fund maintained
by a separate set of Trustees and through LIC, who
is responsible to maintain the said fund and
discharging its obligation.

(ii). For the sake of understanding, it is
necessary to consider that there are broadly two
groups of pensioners :

(a). Pensioners who have retired prior to 01.04.2004
and
(b). Pensioners who have retired after that date.




(iii). KOPT have engaged Life Insurance
Corporation as an agent for discharging all
obligations relating to the pensioners under Group-
(ii) above. For the sake of fresh contribution to the
funds , KOPT is to contribute to the fund each year.
In order to get Income Tax benefit on the
contribution made to any funds as admissible
expenditure under section 36(1)(IV) of I.T. Act, itis
necessary to open separate fund.

It may be necessary to inform further that in
terms of the Income Tax Act, 1961 as per Section-
10(20) of the said Act , Major Port Trusts in India
were excluded from the Tax net as the character of
the Major Ports were in the group of “Local
Authority”.

(iv). By an amendment to the Section the Major
Ports were excluded from the definition of “Local
Authority” from the Assessment Year 2003-2004 and
accordingly, were excluded from the benefit that the
Ports were enjoying.

(v). According to the Income Tax Act, the Fund
Management may be done by LIC of India or any
other insurer as defined in Clause No.28(B)(B) of
Secton-2 of the Act.

(vi). In view of the above, the two funds were
created, Super-annuation Fund and Gratuity fund for
discharging the obligation towards the employees
who have retired from 01.04.2004 onwards directly
by LICI. The corpus required to meet the liability
was calculated through Actuarial Valuation by LICI is
Rs.1419.13 Crores. The said valuation is required
to be refreshed regularly with the normal increase in
the D.A. Relief and other pensionery benefits.

(vii).  As already stated the fund is managed by
LICI on the basis of deeds executed with them with
due approval of the Income Tax Authority. For the
Internal Administration a separate Trust has been
created. The number of employees on roll as on
01.04.2004 nearly, 11,700 are all covered.

(viii).  Now, the issue still left out is to discharge
the obligations to nearly 27,000 Pensioners, Family
Pensioners etc. retired prior to 01.04.2004, for
payment of pension and other retirement benefits
each month. The accounts submitted by KOPT may
kindly be referred, especially Point No.7 Para-b and
Form Nos.3A and 3C attached with the reply being
sent separately.

(ix). As stated earlier since there was no fund for
covering the liabilities towards the pensioners retired
prior to 01.04.2004, so long the payments were
made from the internal resources of Kolkata Port
Trust. A similar Scheme has been taken up by




KOPT for procurement of annuity in line with
Vishakhapatnam Port Trust, to raise the fund to be
maintained by LICI. It is understood that VPT has
been allowed by TAMP to operate the scheme as
mentioned with imposition of special rates.

(x). The technical reasons for not utilising the
funds already created, for the purpose to discharge
the obligation arising for payment of pension etc., to
the pensioners retired prior to 01.04.2004, is that the
approved Superannuation fund and Gratuity Fund
could only be utilised. for those employees who
were on roll as on date of creation of Trust Deed
i..01.04.2004.

(xi). Therefore, opening an Annuity Scheme was
necessary.

(xii).  As may be seen from the accounts that
already contribution has been made by KOPT in the
said Annuity Scheme. The amount already
deposited as a chargeable expenditure to the
revenue has covered 2,157 number of employees
retired between February, 2002 and March, 2004.
An amount of Rs.17.13 Crores on account of
Pension Liability of those ex-employees has been
taken as the expenditure was made out of the fund
of the Internal Resources KOPT directly. Moreover,
on the balance of the fund left out, an amount of
Rs.14 Crores as interest has also been received by
KOPT. The said amount has been shown under
FMI. It is submitted that with the further contribution
to the scheme will cover more number of
pensioners.

(xiii).  However, before creating such scheme, LICI
had made an Actuarial Valuation which required a
corpus of Rs.1141 Crores to be built up through
regular contribution by KOPT so that no payment is
required to be made towards pension etc.of the
employees retired prior to 31.03.2004.

(xiv). It is now necessary to support the proposal
as to why 10% special rates have been asked for
imposition on the rates proposed for cargo handling
activities and also the vessel related activities. It
may further seen that at that proposed Tariff which
includes proposal for increase in rates, leaves no
contribution to practically discharge the liability in
favour of the pensioners retired prior to 01.04.2004.
The average payments per year on account of
pension etc. to those employees retired from
1.4.2004 is nearly Rs.200 Crores.

(xv).  As already indicated above that as KOPT
has no fund for discharging the obligations arose
prior to 01.04.2004 the Annuity Scheme through LIC
has to be continued by imposing special rates @
10% for a period of 3 years at the first instance on
the basis of income from Cargo and Vessel Handling




Activities as proposed. The said imposition would
generate an amount of Rs.93.05 crores, Rs.98.63
crores and Rs.102.84 crores respectively during the
currency of the proposed period i.e. upto 2012-13.
Therefore, it will be still insufficient to cover the
proposed contribution, as may kindly be seen from
the table given in Form No.-3A and 3C. As such,
KOPT has to contribute the balance amount through
the proposed revision of rates.

(xvi). 10% special rate on the General SoR may
be allowed at least for a period of 3 years .

(iil).

As advised already, it is reiterated
that the KOPT may file a detailed
separate proposal for fixing rates
for the services at berth nos. 2 and
8 of Haldia Dock Complex (HDC).

TAMPs observation vide letter dated 1 January 2010
was in relation to the proposal of KOPT for levy of
certain charges on ad-hoc basis, as some of the
services to be rendered by KOPT at two berths of
HDC through outsourcing was not covered in the
existing Scale of Rates. However, due to various
reasons the contractor engaged by KOPT for the
purpose could not commence work and only very
recently, in pursuance of a directive of Ministry,
KOPT has advised the contractor for settlement of
issues relevant for issuing commissioning certificate.
As the contractor has not commenced work as yet,
the rates proposed earlier for adoption on ad-hoc
basis has not been charged to any customer.
However, the contractor is now expected to start
work within a short while.

On the other hand, while submitting the proposal of
general revision of Scale of Rates, the issue of these
additional services has been included in the
structure of the proposed General Scale of Rates.
The estimated income arising from various
additional services rendered at these two berths at
the proposed rate has duly been considered in the
cost statement against the sub services and the
estimated cost towards pay out to the contractor and
allocation of overhead thereon following the formula
prescribed by TAMP, has been considered in the
cost statement. Further clarifications in the matter as
has been sought by TAMP vide letter dated 10
August 2010 has also been furnished.

It may also be mentioned that considering the
observation of TAMP under cover of their letter
dated 1 January 2010 against charges proposed for
providing MHC support, KOPT has now revised and
proposed differential rate for levy of such charge for
‘Foreign’ and ‘Coastal’ cargo in the General Scale of
Rates.

10.3.

In addition to the above, the KOPT has made the following further submissions:

(i). While filing the cost statement in July 2010, the Salary and related expenditure
pertaining to prior period (2006-07 to 2009-10) was considered as per Accounts.
In the Accounts of 2006-07 and 2007-08 no specific provision for revision of pay
and allowances due from 01 January 2007 were made. A part of provision in this
regard was first made in the year 2008-09 and the balance in 2009-10.
Consequently, the accounts of 2008-09 and 2009-10 contain arrear salary. As the




final orders relating to revision of pay and allowances has since been received
the arrear salary component of the cost statement pertaining to 2008-09 and
2009-10 has now been adjusted in the cost statement of respective years and the
cost statements have been redrawn and are submitted accordingly.

(ii). The Govt. Audit has very recently finished their work on scrutiny and certification
for Dredging Subsidy for the year 2009-10 and the amount being disallowed by
the Govt. Audit has now been charges as cost in the revised cost statement are
furnished.

(iii). The pneumatic fenders procured at HDC were erroneously not included as asset

10.4.

due to wrong posting in 2009-10. The same has now been considered in 2010-
11.

The financial / cost implications as shown by the revised cost statements

furnished by KOPT is summarized below:

Operating Income Net Surplus(+)/ Deficit(-) Net Surplus(+)/ Deficit(-) as a % of
(Rs. in crores) (Rs. in crores) operating Income Average
ISr. No| Particulars Surplus/
Deficit %

2010-11 201112 2012413 Total 2010-11 201112 2012413 Total 2010-11 201112 2012413

. _|Port as a whole 1060.16 1119.11 1164.68 3343.95 -184.15 -174.79 -200.27 -559.21 -17.37% -15.62% -17.20% -16.73%
Cargo 488.84 528.93 552.48 1570.25 -118.08 118.16 -129.39 -365.63 -24.16% -22.34% -23.42% -23.32%
Port & Dock 265.73 279.77 289.70 835.20 -165.36 -154.31 -168.56 -488.23 -62.23% -55.16% -58.18% -58.52%
Railway 93.87 92.51 98.21 284.59 -29.13 -30.56 -32.41 -92.10 -31.03% -33.04% -33.00% -32.36%
Estate 211.72 217.89 224.29 653.91 128.42 128.26 130.08 386.76 60.65% 56.86% 58.00% 58.50%

. _|KDS as a whole 388.39 386.52 402.51 1177.42 147.14 -177.67 -195.17 -519.98 -37.88% -45.97% -48.49% -44.11%
Cargo 191.56 184.15 192.51 568.22 51.48 -74.28 -80.38 -206.14 -26.88% -40.35% -41.76% -36.33%
Port & Dock 56.35 56.99 59.54 172.87 168.22 -175.65 -187.68 -531.55 -298.50% | -308.21% | -315.20% | -307.30%
Railway 13.67 14.08 14.50 42.25 20.40 -21.89 -23.63 -65.92 | -149.27% | -155.49% -162.97% | -155.91%
Estate 126.82 131.30 135.96 394.08 92.96 94.17 96.52 283.65 73.30% 71.72% 70.99% 72.00%

. _HDC as a whole 671.77 732.59 762.17 2166.53 -37.01 2.88 -5.10 -39.23 -5.51% 0.39% -0.67% -1.93%
Cargo 297.29 344.78 359.97 1002.04 -66.60 -43.88 -49.01 -159.49 -22.40% -12.73% -13.61% -16.25%
Port & Dock 209.38 222.78 230.16 662.32 2.86 21.34 19.12 43.32 1.37% 9.58% 8.31% 6.42%
Railway 80.20 78.43 83.71 242.35 8.73 -8.67 -8.78 -26.18 -10.88% -11.06% -10.49% -10.81%
Estate 84.90 86.59 88.33 259.82 35.46 34.09 33.56 103.11 41.76% 39.37% 38.00% 39.71%
11. Some of the user organisations have furnished their additional comments during
and after the joint hearing. The comments received from them were forwarded to the KOPT as
feedback information. The KOPT has furnished its comments on some of the user organizations.

12. At the joint hearing held on 25 August 2010, the KOPT was advised to take further
action on the identified points and to make a presentation of its proposal alongwith necessary
clarifications. Accordingly, the KOPT made a presentation of its proposal on 20 September 2010.
The KOPT was requested to furnish further information/ clarifications on the proposal. The KOPT
has responded. The reply of the KOPT is summarized below:
(i). Capacity of Port excluding that of BOT Berths:
[In MMT]
2006-07 | 2007-08 |2008-09 |2009-10 [2010-11 [2011-12 [2012-13
Capacity Shown in 61.40 65.76 65.76 65.76 68.45 70.95 71.20
Form 2A
Capacity excluding 5717 61.53 61.53 61.53 64.22 66.72 66.97
BOT Berths
(ii). Traffic of KOPT excluding that of BOT Berths:
[In MMT]
2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11 | 201112 | 201213
Cargo Handling 55.049 | 57.329 | 54.220 | 46.295 | 47.143 | 48.054 50.835
Quantity as Shown
under Form-2A
Cargo excluding 50.869 | 53.259 | 50.589 |41.976 | 43.643 | 44.754 47.635
BOT




(iii).

Non consideration of Royalty claimed from BOT operators but not paid by
them as Income:

The position in the matter is appended below:
Berth No-4A:

In case of license of Berth No-4A, KOPT has raised bills on the licensee M/s
International Seaports (Haldia) Pvt. Ltd. (ISHPL) claiming royalty on cargo
handling charges earned but not shared, royalty on Berth Hire Charges and
royalty on demurrage income along with interim interest thereon. KOPT has also
claimed remittance of the entire amount of Special rate recovered by the licensee
along with interest. After the licensee disputed the said claims, KOPT made an
endeavour to include the said claims in the arbitration between KOPT and ISHPL,
which has already commenced for settling the disputes raised by the licensee
against KOPT’s bills claiming differential royalty, arising out of considering 14 May
2004 as the date of commencement of commercial operation by ISHPL, instead of
the actual commencement date of 07 December 2003. However, KOPT’s counsel
had subsequently withdrawn the said claims from the said Arbitration, after ISHPL
disputed the inclusion.

Later, KOPT had referred the disputes raised by ISHPL against KOPT’s claims as
aforesaid as well as all other subsisting disputes in the matter, to Arbitration.
KOPT had also appointed its Arbitrator and requested ISHPL to appoint their
Arbitrator. However, ISHPL did not agree to KOPT’s decision to refer the matter to
Arbitration. To resolve the issue KOPT has since approached Honb’le High Court.
The matter is presently sub-judice. Accordingly, the process of Arbitration has not
commenced till date, pending appointment of Arbitrator by ISHPL.

In the above perspective, the realization of the bills raised by KOPT claiming
royalty and interests as aforesaid has become uncertain and accordingly, even in
the Annual Accounts KOPT has not included the said claims as receivable.

The said amounts which is in excess of Rs 180.00 crores, has not accordingly
been shown as receivable under Form-9. At a later stage, if the said amount is
realized by KOPT, the same would be appropriately reflected in the Accounts and
to TAMP.

Berth No-12:

In case of Berth No-12 of HDC licensed to TM International Logistics Ltd (TMILL),
contrary to the declaration made, TMILL did not operate as Special Purpose
Company and instead they had formed a general purpose company and
maintained consolidated accounts for the company as a whole. Further, they also
started issuing consolidated bills to their customers which made identification of
the revenue earned from the permitted activities nearly impossible. After the issue
was raised with TMILL, they had submitted the segregated accounts of Berth No-
12 of HDC identified by their statutory auditors and based on the said identification
the Independent Auditor of the project had determined the royalty payable by
TMILL. As TMILL did not pay the amount determined by the Independent Auditors,
KOPT raised bills claiming the same.

TMILL however, did not liquidate the bills and referred the matter to dispute
resolution. The disputes raised by TMILL have since been referred to Arbitration
and the Arbitration process has since commenced.

In the perspective, the realization of the said claims has now become dependent
on the outcome of the decision of the Arbitrators and accordingly, KOPT has not
shown the same as receivable under Form-9. At a later stage, if the said amount is
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realized by KOPT, the same would be appropriately reflected in the Accounts and
to TAMP.

Reason for proposing increase in rate of Crude / POL inspite of the said sub
service being surplus:

Crude/ POL handling activity, due to the basic nature of the services involved,
generates surplus and to that extent, cross subsidizes other sub services. Further,
due to lesser manpower involvement in the handling activity, the distribution of the
Finance & Miscellaneous Overhead to such activity is also minimal, as the formula
prescribed by TAMP mandates distribution of Retirement Benefits booked under
Finance & Miscellaneous Overhead on the basis of Salary cost less overtime. The
position of allocation of Finance Miscellaneous Expenditure less Finance
Miscellaneous Income of 2009-10 and 2011-12 to 2012-13 (at proposed tariff) as
reflected in the cost statement of KOPT submitted in September 2010 would make
the position more clear:

[Rs in Lacs]
Sub Service/ Allocation of | 2009-10 2010-11 201112 | 201213
(FME-FMI)

Liquid Bulk 256.30 310.04 300.22 325.23
Iron Ore 3230.08 3371.31 3087.73 | 3328.70
Coal 5979.47 6379.28 | 5999.78 | 6453.98
Container 4922.38 4222.38 4329.28 | 4558.66
General Cargo 4291.86 3645.38 3577.88 | 3781.76

The cost statement also reveals that all the sub services under Cargo Handling
Service excepting General Cargo are generating operating Surplus even after
allocation of Management & general Overhead but are becoming deficit after
allocation of Finance & Miscellaneous Overhead.

It is accordingly, the manner of allocation of Finance & Miscellaneous Overhead
which to a large extent determines the extent of surplus/ deficit of individual sub
services.

However, KOPT has only proposed a nominal increase of around 10% in the rates
of Liquid Bulk cargo, considering the fact that at the proposed rate, the customers
of Liquid Bulk cargo would be placed in the same position as they were almost ten
years back. It is also pertinent to mention that even though the Crude Oil traffic
has reduced substantially due to diversion to Pipelines, KOPT has only proposed
levy of the same rate that was applicable when KOPT handled over 24 MMT of
Liquid Bulk traffic a year. Consequently, the proposed increase in rates of Liquid
Bulk cargo would not lead to higher cross subsidization even on per MT basis,
when compared with the position prevailing prior to last revision of the Scale of
Rates.

Number of Shifting between KDS and HDC via Sand head:

A general scrutiny of available records reveals that a total 54 vessels had shifted
between KDS and HDC via Sand head during 2009-10, of which, 23 were
Container vessels and 31 Non container vessels.

Details of Income estimated to be earned from services rendered by
outsourcing through tender for supply, operation and Maintenance of
different cargo handling equipment at Berth No-2 and 8 of HDC vis-a-vis cost

As per the order placed on M/s ABG Haldia Bulk Terminal Pvt. Ltd, for supply,
operation and Maintenance of different cargo handling equipment at Berth No-2
and 8 of HDC, the contractor would supply, operate and maintain Mobile Harbour
Cranes and Pay loaders for on-board operation and Dumpers, Pay Loaders etc
for various shore handling operation. They will also provide, operate and maintain



weighbridges. The responsibility towards commercial functioning including levy of
charges, accountal as well as supervision would however, continue to rest with
KOPT. As the entire handling operation from unloading to final delivery is to be
supervised and accounted for by KOPT, the level of supervision required for
smooth functioning of the entire operation would be very high.

The average direct cost (in case the cargo is required to be stored at the
dedicated storage of the unloading berth in case of imports and vice versa in case
of exports) towards payment to contractor against handling at Berth No-2 would
be Rs 79.00 per MT [Loading/ unloading- Rs 49.00 per MT + Transfer of Cargo
from Berth to quay- Rs 15.00 per MT, Storage & stacking at Storage area- Rs 5.00
per MT, Aggregation and evacuation- Rs 10.00 per MT] and that at Berth No-8 is
Rs 69.00 per MT [Loading/ unloading- Rs 49.00 per MT + Transfer of Cargo from
Berth to quay- Rs 9.00 per MT, Storage & stacking at Storage area- Rs 4.00 per
MT, Aggregation and evacuation- Rs 7.00 per MT]. For additional transportation
(transportation between a berth and storage area other than in the dedicated
storage area of the berth) the contractor has been quoted Rs 10.00 per MT per
Km and Rs 3.00 per MT per Km, in respect of Berth No-2 and Berth No-8
respectively. Beside the above, the contractor is entitled to Fuel escalation as per
prescribed formula and general price escalation @ 5% or the rise in wholesale
price index whichever is lower in every two years.

The charges applicable for services of ‘loading at quay, transportation from quay
to storage area and loading for delivery or vice versa’, the existing Rates has been
increased by around 10%, which is a nominal increase and a provision of levy of
higher rate has been made to take care of cost of additional transportation
required for movement of cargo between berth and any storage area other than
the dedicated storage area of a berth, when the lead distance is more than 1 Km.
In case of handling of Coking coal, Non Coking coal and Limestone, which are
expected to be the major cargo to be handled at these two berths, a rate of Rs
90.00 per MT has been proposed for the said services for movement of cargo
between a berth and dedicated storage area of the same berth and Rs 120.00 per
MT in case of movement of cargo between berth and any storage area other than
the storage area of the berth provided the lead distance is more than 1 Km.

In totality, in case of foreign Coking and non- coking coal and Lime stone (which
are expected to be the major cargo to be handled at these berths), KOPT has
proposed levy of Rs 161.00 [Rs 52.00+ Rs 90.00+ Rs 10.00+ Rs 9.00] against the
aforesaid services to be provided through outsourcing for Rail Bound cargo and
Rs 158.00 per MT [Rs 52.00+ Rs 90.00+ Rs 10.00+ Rs 6.00] against Road bound
cargo. The normal On board charges and Wharfage charges shall also be
applicable as usual.

While proposing the rates for the new services, KOPT has followed the principle of
allocation of overhead as laid down by TAMP. The cost statement of various Sub
Services of Cargo handling services in general and sub service ‘Coal’ in particular
may be seen. However, even without the detailed calculation as has been
indicated in the cost statements, if the annual accounts of KOPT for 2009-10 is
seen, it would be evident that Management & General Overhead of KOPT is about
47.98 % of the direct cost while the Finance & Miscelleneous Overhead [FME less
FMI] is about 55.79 % of the direct cost. The two types of overhead taken
together are about 103.77 % of the direct cost. At the said percentage, the
allocable overhead to the aforesaid activities is coming to Rs 81.98 per MT in case
of Berth No-2 and Rs 71.60 per MT in case of Berth No-8.

After allocation of overhead at the aforesaid percentage, the applicable rate for
said services for handling at Berth No-2 is coming to Rs 160.98 per MT and that
for handling at Berth No-8 is coming to Rs 140.60 per MT. It may also be
mentioned that in addition to the direct cost of Rs 79.00 per MT and Rs 69.00 per
MT for Berth No-2 and Berth No-8 respectively, the contractor is entitled to fuel
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escalation and general escalation. While there is a cap for general escalation, the
fuel escalation is dependent on price of diesel and the rate of diesel has increased
substantially after the last date of submission of the price bid, which in turn would
lead to higher pay out to the contractor.

Justification of rate proposed for providing Mobile Harbour Cranes:

KOPT has proposed levy of Rs 52.00 per MT for providing Mobile Harbour Crane
and pay loaders for loading/ unloading operation in case of foreign cargo and Rs
31.20 per MT for coastal cargo. The contractor engaged for the work has quoted a
rate of Rs 49.00 per MT against the aforesaid services. The proposed rates are
based on the rates for similar services of other ports / private terminals as well as
rates presently being paid by the importers/ exporters to various private agencies
for similar services at KOPT.

The proposed rate is even lower than what would be permitted as per norms
applicable for fixation of upfront tariff. The workings furnished by KOPT in this
regard are given below:

(a). Rate for deployment of MHC:

Particulars Workings Amount (in Rs.)
No. of MHC to be deployed 3 nos.
Cost of two new MHC and five 405000000
grabs (Rs.)
Cost of one second hand MHC 120000000
Total capital cost of MHC 525000000
Direct Operating cost
‘ — Fuel/ power 70 Itrs per hour @ Rs.40 22400000
per litre for 4000 hours
‘— Maintenance 5% of capital cost 26250000
‘— Insurance 1% of capital cost 5250000
‘- Other Expenses 5% of capital cost 26250000
‘- Depreciation 10.34% Straight Line 54285000
Method
Total 134435000
Return on Capital employed 16% of capital cost 84000000
Total cost + Return 218435000
Cargo handling capacity per 4000000
annum
Rate per MT 54.61
(b). Rate for deployment of Payloaders inside Hatch:
Particulars Workings Amount (in Rs.)
No. of payloaders 4 nos.
Cost of four payloaders Rs.1900000/- per pay 7600000
loader
Direct Operating cost
‘ — Fuel/ power 10 ltrs per hour @ Rs.40 6400000
per litre for 4000 hours
‘— Maintenance 5% of capital cost 380000
‘— Insurance 1% of capital cost 76000
‘- Other Expenses 5% of capital cost 380000
‘- Depreciation 10.34% Straight Line 785840
Method
Total 8021840
Return on Capital employed 16% of capital cost 1216000
Total cost + Return 9237840
Cargo handling capacity per 4000000
annum
Rate per MT 2.31
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The total charges for deployment of MHC and pay loaders works out to Rs.56.92
per MT. Considering a foreign/ coastal ratio of 90:10, the allowable rate for
foreign cargo works out to Rs.59.29 per MT and the rate allowable for coastal
cargo works out to Rs.35.57 per MT.

Contractual provision of Penalty/ incentive for MHC output achieved at
Berth No. 2 & 8 of HDC

Penalty provision

Ship berth day output actually achieved Amount payable as
per vessel basis percentage of accepted rate
From 18000 tonnes to 19999 tonnes 90%
From 16000 tonnes to 17999 tonnes 80%
From 14000 tonnes to 15999 tonnes 60%
Less than 14000 tonnes 40%

Incentive provision

In case the successful tenderer achieves ship berth day productivity more than
Minimum Level of Productivity (MLP), in any vessel then he will be paid incentive
at 10% of the accepted rate only on the additional cargo which will be handled as
a consequence of ship berth day output to be achieved by the successful tenderer
over and above the MLP. The additional cargo on which incentive will be paid be
computed as follows:

Total cargo loaded/unloaded - (MLP x Vessel Operation Time)
24

Gate Delivery/ Receiving Charge:

KOPT has not proposed any change in the nomenclature of the charge from what
have been approved by TAMP while notifying the existing Scale of Rates.

The storage area inside dock is maintained by KOPT for furtherance of its core
business of handling import and export cargo through the two dock systems. As
per TAMP’s approval, the Gate Delivery/ receiving charge is leviable on cargo,
which are received by KOPT inside its own operational area but delivered without
attracting any Wharfage charge, where KOPT’s involvement in the process of
documentation, clerkage, security, lighting arrangement in the area etc. are
unavoidable. As per provision of the extant Scale of Rates, Gate Delivery /
Receiving charge on cargo on which wharfage is not levied subject to the further
condition that such charges would be levied when KOPT provides the services
with reference to the cargo handled by it.

It may also be mentioned that the charge is somewhat penal in nature to
discourage users from using the precious storage area for any purpose other than
for import/ export through the two dock systems under exclusive control of KOPT.

As per the license agreement, for any cargo handled at a BOT berth, all cargo
handling services from landing till delivery and vice-versa including storage of the
cargo are to be provided by the concerned operator with its own resources. While
the same is fully complied with by one BOT operator at KOPT, it is a different
matter for the other BOT operator where TMILL initially deliberately delayed
acceptance of the additional storage area offered to them and tried to use the
storage area under control of KOPT for furtherance of its business, so that, they
do not have to immediately bear the additional cost of development of the storage
area and cost towards lease rent etc. In fact, this led to levy of tariff for such
receiving/delivery services rendered by KOPT as per the TAMP approved rate.
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The relationship between the Board and such person authorized by Board under
Section-42(3) is not that of principal and agent; their relationship is governed by
the statutory conditions.

Both M/s. TMILL and M/s. ISHPL had confirmed that they have submitted required
application to the Customs Authority for declaring them custodian. In view of the
above, it is evident that TMILL and ISHPL are custodians of the area licensed to
them, while KOPT is the custodian of area under control of KOPT.

Further, after the levy of the said charge was disputed by one party, namely M/s
Tata Steel Ltd, KOPT had referred the matter to Shri A. K. Ganguli, Sr. Advocate,
Supreme Court of India for opinion. The Sr. Counsel, after detailed examination of
the entire issue and after physical inspection of the operations involved had
opined that KOPT is fully justified in demanding payment of such charges as
specified under the Scale of Rates. Subsequently, when Tata Steel Limited did not
liquidate the bills raised by KOPT in this regard, KOPT filed a money suit (CS No-
279/2007 Kolkata Port Trust vs. Tata Steel Ltd) to recover the amount. The money
suit is presently pending to be decided by the Honb’le Court.

Common rate structure of HDC and KDS

KDS and HDC are two constituent elements of a single port system, i.e. Kolkata
Port Trust. The aim is to maximise the overall surplus of the Kolkata Port Trust, so
that the liabilities of KOPT as whole could be met. As such uniform tariff has been
set for KDS and HDC so that both the dock systems work as complementary to
each other. To some extent the demand for the services at KDS and HDC are
inter-dependent as Kolkata Port Trust is a multi draft port and tariff fixed for one
dock system will have effect on the demand of the other. The common structure of
tariff is required for proper utilization of the capacities of Kolkata Port as a whole.
There should not be any competition between two facilities because of differential
tariff setting, as it would work as detriment to the facilities created at KDS and
HDC. Competition should be out of efficiency in operation and not tariff.

It is further submitted that after introduction of the common rate structure during
last revision no major customer has voiced any grievance against the same and
accordingly, it may be taken that the trade at large has also accepted the same.

Details of additional income out of proposed revision of Scale of Rates:

The calculation for KDS and HDC showing the additional income from revision of
existing rates as well as additional income accruing from new items would be
shown to the officials TAMP.

Estimate of Salary & Wages expenditure:

The estimate of Salary & wages expenditure for 2010-11 has been made as per
BE. Initially for projecting Salary & wages expenditure for 2011-12 and 2012-13 a
total 6.75 % increase was projected considering the normal increment of 3% and
3.75% increase over and above the same considering the normal rise in DA.
However, during the discussion at TAMP’s office TAMP had informed that any
increase over and above the norm of 3.75% would have to be substantiated in
details. Accordingly, the entire calculation was re-visited. The following position is
revealed:

[Rs in Lacs]

Particulars 2010-11 201112 2012-13
(As per Budget)

Salaries and Wages as projected in the 39427.50 42139.15 | 45025.12
Cost Statement

Salary & Wages with 3.75% increase 39427.50 40906.03 | 42440.00

Difference between the above two - 1233.12 2585.12
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In this connection TAMP is aware that in the revision of Pay & Allowances of the
Officers Ministry has sanctioned a cafeteria allowance with a maximum limit of
50%. This was not originally considered in the cost statements. The additional
cost involvement towards cafeteria allowance is likely to be near similar, if not
more, than the difference between the Salary & Wages expenditure shown in the
cost statement and that with 3.75% increase. Accordingly, the Salary & Wages
Expenditure shown in the cost statement may be accepted.

Reconciliation of the Salary & Wage expenditure indicated in_the cost
statement of 2006-07 to 2009-10 vis-a-vis Annual Accounts:

The KOPT has furnished a reconciliation statement showing expenditure of Salary
& Wages as booked in the cost statement and that in the Annual Accounts.

Treatment of contribution to Pension Fund, Gratuity Fund and purchase of
Annuity:

During the discussion with TAMP, it was understood that TAMP will not allow
inclusion of any cost towards creation of Pension Funds, in whatever name called,
in case such contribution is towards past liability. In the above perspective, the
following is submitted for consideration of TAMP:

(a). Contribution to Superannuation fund:

KOPT has proposed that following contribution to be made to
Superannuation fund as cost:

2010-11: Rs 85.00 crores
2011-12: Rs 80.00 crores
2012-13: Rs 75.00 crores

In the matter it may be mentioned that KOPT has endeavoured to cover
the pension liability for employees retired/ to retire after 01.04.2004
through this fund. As already mentioned earlier, the pension of all
employees retired after 01.04.2004 are being paid by LICI directly.
Accordingly, the contribution proposed to be made by KOPT to
Superannuation fund and shown in the cost statement is to meet the fund
gap as well as for the required regular replenishment to take care of the
DA rise and increments’, annual servicing cost of existing employees, etc.
Considering the provision of Income Tax Act, KOPT has proposed
contribution of Rs 1.00 Lacs per employee per year in order to avoid
perquisite tax liability on the existing employee of KOPT. This is a cost
incurred/ to be incurred to take care of the future pension liability of
existing employees and accordingly, it is not a cost of meeting any past
liability.

In view of the above, TAMP is requested to consider the same as cost as
indicated by KOPT in the cost statement.

(b). Gratuity Fund:

Presently gratuity fund is fully funded at present. The proposed
contribution towards the fund is to take care of the increase in the liability
of gratuity due to revision of pay, normal increments, annual servicing cost
of existing employees, etc. As this is also not against any past liability,
TAMP may consider the same as cost as prayed by KOPT.
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Purchase of Annuity:

KOPT has opted to purchase annuity to cover the pension liability of
employees retired prior to 01.04.2004. KOPT has considered the following
as cost towards purchase of annuity during 2010-11 to 2012-13 in the cost
statement:

2010-11: Rs 60.00 crores
2011-12: Rs 45.00 crores
2012-13: Rs 60.00 crores

As the cost of purchase of annuity is against liability of pension of
employees retired  earlier, this may be considered to be contribution
towards past liability and the same may accordingly be taken out from
cost statement. The said cost would have to be recovered through Special
Rate, in such case.

If the cost towards purchase of annuity is taken out from the cost
statement, the ROCE adjusted Surplus will be Rs.245.64 Crores for 2010-
2011 to 2012-2013 at the proposed tariff level.

The ROCE adjusted surplus / deficit position of 2006-07 to 2009-10, even
after taking out the cost of Purchase of Annuity from the Finance
Miscellaneous Expenditure will be (-)Rs.601.68 Crores

It may also be mentioned that KOPT has also purchased annuity worth Rs
190.00 crores during 2008-09 and Rs.86.13 crores during 2009-10 from
the internal accruals without levy of any Special Rate. Even though the
tariff guidelines permits adjustment of such cost against previous period
surplus; in absence of any ROCE adjusted surplus, the same cannot be
resorted to.

In the perspective, as the projected surplus of Rs.245.64 crores ( for three
years) at proposed tariff is far less than the ROCE adjusted deficit position
of previous years, no reduction in the proposed rate appears to be called
for at this stage. TAMP is accordingly requested to approve the proposal
of KOPT.

Subsequently, the KOPT has furnished further additional information/ clarification.
The information furnished by KOPT is given below:

Capital Employed for during 2006-07 to 2008-09 (In Lakh Rs.):

The detailed working of classification of fixed assets into three categories namely,
Business Assets, Business related Assets and Social Obligation Assets could be
done at HDC for 2009-10 onwards. Prior to that such detailed classification was
not available. Accordingly, for classification of fixed assets of 2006-07, 2007-08
and 2008-09, the rational taken by TAMP during last revision of the Scale of Rates
[Ref: Para-11 (xv) (a) of the order ] has been adopted and the same is reflected

below:

KDS
Asset Type 2006-07 2007-08 2008-09
Business Assets 16363.99 | 17319.74 | 18467.48
Business Related Assets 1231.70 1303.64 1390.03
Social Obligation Assets 0.00 0.00 0.00
17595.69 | 18623.38 | 19857.51




(i)

(iv).

(b).

HDC

Asset Type 2006-07 | 2007-08 2008-09
Business Assets 47223.45 | 50644.19 50263.23
Business Related Assets 3672.93 3938.99 3909.36
Social Obligation Assets 1574.11 1688.14 1675.44
Total 52470.49 | 56271.32 55848.03

Regarding further sub classification of fixed assets to services and sub services
for the past period as has been asked for by TAMP, it may be mentioned that the
said exercise has not been done earlier as the same was not required to be done
as per the formats prescribed by TAMP. Further, as the period concerned has
already elapsed and the final cost position of KOPT reflects considerable overall
deficit, the said exercise may not be insisted at this belated stage, since
preparation of the same would take some time and in turn, would delay the entire
process further.

The description “Misc income including 50% royalty” used has been taken from
the description used in the prescribed format. However, KOPT has transferred
100% of royalty to Escrow A/C during 2009-10 and proposes transfer of 100%
royalty to Escrow Account during 2010-11, 2011-12 and 2012-13. Accordingly, if
considered appropriate, the description used may be amended as “Misc income
including royalty not transferred to Escrow Account”.

It is confirmed that that the actual/ estimated container traffic indicated by KOPT in
Form-2A is exclusive of traffic handled by the BOT Operators.

Increase on cost of ‘Fuel’ and ‘Others’ attributable to Cargo handling Activity:

Fuel Cost attributable to Cargo Handling Activity:

The reasons for increase in Fuel cost are as follows:

(i). The number of cargo handling equipment were out of operation during
most part of 2009-10 due to various contractual problem, as a result the
there was lower fuel consumption during 2009-10. This is expected to be
resolved and consequently, the fuel consumption is expected to increase
considerably.

(ii). The Container Traffic is expected to increase by around 11% in 2010-11 vis-
a-vis that of 2009-10, requiring more use of RTYGCs, which consumes
Fuel.

(iii).  Expected to procure additional equipment during 2010-11, which would
increase fuel consumption.

(iv). With partial deregulation of Diesel, the price of Fuel has increased and the
same is expected to increase further with total deregulation of Diesel price
being considered by the Govt.

(v). The prices of various types of Lubricating Oils used in RTYGCs and
RMQCs have increased by more than 25% over the last year.
Other Expenses attributable to Cargo Handling Activity:

The main reason for increase in other expenses under Cargo activity is due to
payment to contractor engaged for equipping of Berth No-2 and 8 at Haldia Dock
Complex of KOPT. During 2009-10 no payment was made to the contractor as the
contractor could not commence work. However, the contractor has already
commenced work in September 2010 and an estimated expenses amounting to
Rs 35.76 crores in this account has been shown under ‘Others’ in 2010-11. This is



(vii).

(viii).

the primary reason for increase in other expenses attributable to Cargo Handling
Activity in 2010-11 vis-a-vis 2009-10.

Reduction in expenses like Salary, Power, Repairs and others relating to Port &
Dock activity:

Dredging expenditure includes expenses towards Salary, Power, and Repairs &
Maintenance etc. The Govt. Audit has already submitted their draft audit certificate
of Dredging Expenditure for year 2009-10, wherein they have disallowed a part of
Dredging Expenditure claimed by KOPT, which includes Salary, Power, Repair &
maintenance etc. Considering the same, the amount so disallowed has been
charged to Port and Dock activities in the cost statement of 2009-10. However, it
may be appreciated that no pre estimation of disallowance of Dredging
Expenditure for 2010-11 by Govt. Audit could be estimated at this stage and
hence, the entire dredging cost of 2010-11 is considered in the Cost Sheet relating
to Dredging activity for reimbursement by Govt.of India. Accordingly, no cost
towards disallowance of dredging expenditure has been booked in the cost
statement of Port & Dock Activity for the year 2010-11. This has resulted in
reduction in the said expenses in 2010-11 vis-a-vis that of 2009-10.

Increase in the Management & General Overhead:

The main component of Management & General Overhead are expenses on
account of Security and Medical facilities. The reason for increase in the
Management & General Overhead of 2010-11 vis-a-Vis that of 2009-10 are as
follows:

(a). There is substantial increase in Security related cost due to
implementation of sixth pay commission pay revision for CISF employees,
additional induction of number of CISF personnel due to implementation of
ISPS code, procurement security related equipment etc.

(b). Substantial increase in cost of Medical facilities, Auditing and other
expenses.

Estimation of Finance & Miscelleneous Income:

The primary reason for the lower estimated Finance & Miscellaneous income of
2010-11 vis-a-vis 2009-10 is due to fall in income relating to Sale/disposal of
Capital assets/unserviceable materials/unclaimed goods. In this connection, it may
be intimated that in 2009-10 considerable amount was fetched on this account
due to disposal of KOPT dredger vessel “Churni”.

Provision towards payment of arrear Pay & Allowances:

In the updated cost statement furnished to TAMP in August 2010, KOPT has
considered the following costs towards arrear Pay & Allowances:

2006-07: Rs 17.92 crores
2007-08: Rs 79.31 crores
2008-09: Rs 72.29 crores

In may be mentioned that initially no provision for arrear Pay & Allowances was
made in the Accounts drawn for 2006-07 and 2007-08. During 2008-09 a provision
for the said increase was first made, conservatively taking 15% increase in Pay &
Allowances. Thereafter, on award pay revision for employees, the balance
provision pertaining to the year 2006-07 to 2008-09 has been made in the year
2009-10.
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However, after publication of award of Pay Revision for both Staffs and Officers,
appropriate provision for the same has been considered and the said expenses
has been allocated to the respective year for preparation of Cost Statement.

Excess Provision towards Dredging Subsidy:

Since 2002-03, KOPT used to provide in the accounts the actual amount released
by the Govt. of India as income from Dredging Subsidy for that particular year.
However, from the year 2009-10, the system of booking of income on account of
Dredging Subsidy has been changed from cash basis to accrual basis. As a result,
a sum of Rs. 3.72 crores which was accounted in excess during the past years
has been adjusted in the year 2009-10. The aforesaid amount has not been
considered in the cost statement.

Details of Prior Period Income & Expenses:

Income
(In lakh Rs.)
Particulars 2006-07 2007-08 2008-09 2009-10
Write-back of excess 4378.01 | 457142 | 3737.42|  701.91
provision/ expense
Dredging subsidy receivable 8978.75
Mlsq. Credits pertaining to 4.83 25 69
previous year
4382.84 4571.42 3763.11 9680.66
Expenses
(In lakh Rs.)
Particulars 2006-07 2007-08 2008-09 2009-10
Misc. Expense pertainingto | 119434 | 64811 | 1312.85| 60.52
previous periods
1194.34 648.11 1312.85 60.52

(xii).

The statement showing additional income from the proposed new tariff items is
furnished as Annexure-l. As stated in our letter dated 4.10.2010, the calculation
for KDS and HDC showing the additional income from revision of existing rates
would be shown to the officials of TAMP when KOPT officials involved in
preparation of Cost Statement would be required to visit your office. As the
calculation have been made through various linked work sheets, it is very difficult
to send the same.

14.1. The KOPT has subsequently furnished the following details relating to its proposal
for levy of Special rate for payment of pension to the employees who retired prior to 1 April 2004:
Sl. Details Rupees in
No. Crores
1. Actuarial value of annuity fund as on 1.4.2009 (A) 1,141.77
2. Amount contributed to the fund till 1.4.2010 241.14
3. Interest accrual to fund credited to fund 12.86
Sub total: 254.00
4. Total cost towards purchase of annuity indicated by KOPT in 276.14
the cost statement (Form-3A)
5. Fund already available for purchase of annuity (B) 276.14
6. Fund required to meet the actuarial value (A) — (B) 865.63
7. Adjustment of excess special rate received earlier as confirmed 12.62
by KOPT vide letter dated 6.9.2010
8. Net fund requirement to be met by levy of special rate 853.01

Note: Interest of Rs.14 crores paid by LIC has not been credited to the fund and
accordingly, the balance available with the fund has been reduced to the extent.



14.2.

The details of additional revenue estimated to be received from the levy of new
rates equipping berth no. 2 and 8 as furnished by KOPT are as follows:

Details Particulars
Estimated quantity of cargo to be handled per year 7000000 MT
Proposed new rates in the Scale of Rate
(i). Loading / unloading with Mobile Harbour Crane * 50 per MT
(ii). Storage at stacking area (heaping & high heaping charge 10 per MT
(iiif). Despatch related services for rail bourne cargo including 9 per MT
weighments
(iv). Despatch related services for road bound cargo with all 6 per MT
weighments
Sub Total of rates considering rail dispatch 69 per MT
Estimated income from new rates 4830 lakhs
Pay out to the contractor for aforesaid services (on the basis of 53.50 per MT
average of rates of berth no.2 and berth no.8)
Total pay out to the contractor 3745 lakhs
Incremental revenue from the new rates 1085 lakhs

* Foreign rate : Rs.52.00 per MT
Coastal rate : Rs.31.20 pr MT

14.3. The details of the Income projections from the cargo activity at the existing level of
tariff (excluding liquid berth, container, demurrage and income from new rates relating to berth no.
2 and 8 at HDC) for the years 2010-11 to 2012-13 furnished by KOPT are summarised and
tabulated below:

Year Rs. in Lakhs
2010-11 16594.23
2011-12 19081.79
2012-13 20042.96
15. The proceedings relating to consultation in this case are available on records at the office

of this Authority. An excerpt of the comments received and arguments made by the concerned
parties will be sent separately to the relevant parties. These details will also be made available at
our website http://tariffauthority.gov.in

16. With reference to the totality of information collected during the processing of the
case, the following position emerges:

(i). The existing Scale of Rates of the Kolkata Port Trust (KOPT) was notified by this
Authority in December 2006 with the initial validity upto 31 March 2009. The
proposal of KOPT to have common rates for both systems at KOPT viz., Kolkata
Dock System (KDS) and Haldia Dock Complex (HDC) was approved, provided the
common rate structure does not burden the HDC at the cost of KDS. The levy of
the 10% special rate introduced from the year 2001-02 to meet the liability
accrued upto 31 March 2000 on account of arrears of salary, wages and
retirement benefits arising out of various Government Orders, was discontinued
from 1 February 2007.

Subsequently, the validity of the Scale of Rates of KOPT was extended, from time
to time, the last extension being till 30 September 2010 subject to fully adjusting
the additional surplus, if any, over and above the admissible cost and permissible
return accruing to the KOPT for the period post 1 April 2009 in the tariff to be
determined.

(ii). The KOPT filed its proposal for general revision of its Scale of Rates in December
2009. This proposal was taken up for consultation with the relevant users. During
the processing of the case, since the financial year 2009-10 was already over, the
KOPT was requested to update the cost statements with actuals for the year
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2009-10. The KOPT was also requested to review the estimates for the years
2010-11 to 2012-13 based on the actuals for the year 2009-10. In response, the
KOPT furnished a revised proposal in July 2010. Subsequently, as decided at the
joint hearing, the KOPT under cover of its letter dated 6 September 2009 has
updated its proposal in the light of the queries raised by us. It is noteworthy that
the KOPT furnished the requisite information promptly and without any reservation
throughout the proceedings of the case. The updated cost statements furnished
by KOPT under cover of its letter dated 6 September 2010 alongwith the further
submissions made by KOPT under cover of its letters dated 6 September 2010,
30 September 2010 and 13 October 2010, are considered for the purpose of our
analysis.

(a). In line with Clause 2.8.3 of the tariff guidelines, this Authority in the tariff
Order of December 2006, had directed KOPT to create and maintain a
separate Escrow account with reference to the royalty/ revenue share
received by it from the BOT operators. The KOPT was advised to transfer
50% of the royalty to the Escrow account. From the details of the Escrow
account furnished by KOPT, it is seen that KOPT has transferred royalty/
revenue share income to the Escrow account from the year 2002-03
onwards.

(b). In this regard, it is relevant to note that the tariff guidelines of 2005 have
come into effect from 31 March 2005. Accordingly, the guidelines which
accentuates the creation and transfer of revenue share to Escrow account
is applicable from the financial year 2005-06 onwards. As such, the
question of KOPT transferring its royalty income to the Escrow account
from the year 2002-03 to 2004-05 does not arise. There cannot be any
retrospective application of the provision contained in the tariff guidelines
for the period prior to the issue of the tariff guidelines. Moreover, the
amount so stated to have been transferred by KOPT to the Escrow
account would have already been considered as the operating income for
the port as a whole for the respective years.

(c). With reference to the year 2005-06, in the last tariff Order, 50% of the
royalty income for the year 2005-06 was applied towards infrastructure
expenditure and the balance 50% was taken as operating income.
Therefore, the question of KOPT now transferring 50% of its royalty
income during the year 2005-06 to the Escrow account also does not
arise.

(d). The KOPT has reported about dispute between the port and the BOT
operators viz., TMILL and ISHPL, on the quantum of revenue share
receivable from the said BOT operators. It is stated by the port that its
claim of amount receivable on this account from ISHPL is more than
Rs.180 crores. The amount receivable from TMILL is not made known.
The disputes have reportedly been referred to arbitration and the
realisations of the claims of KOPT on this account from the BOT operators
are dependent upon the outcome of the arbitration proceedings.
Therefore, the KOPT has not reckoned with the receivables based on its
claims either in its Accounts or Cost statements. Based on the
undertaking given by the KOPT that if its claim in this regard is realized by
it from the BOT operators at a later stage, it would be appropriately
reflected in its accounts and it will report the position to this Authority, the
revenue share as claimed by KOPT receivable is not considered in this
analysis. The actual royalty receipt as reflected in the Annual accounts for
the years 2006-07 to 2009-10 and the estimated royalty receipt for the
years 2010-11 to 2012-13 as furnished by KOPT are considered in this
analysis.



(e). During the years 2006-07 and 2007-08, KOPT has transferred 50% of the
royalty/ revenue share to the Escrow account. During the years 2008-09
to 2012-13, the KOPT has transferred/ proposed to transfer 100% of
royalty/ revenue share to the Escrow account. Since KOPT was advised
in the tariff Order of December 2006 to transfer 50% of the royalty income
to Escrow account, the transfer to the Escrow account is recognized to the
extent of 50% only for the years 2006-07 to 2009-10, during the period
which the KOPT has operated the facilities based on the tariff approved in
December 2006.

(f). For the years 2010-11 to 2012-13, the entire revenue share receipts
aggregating to around Rs.51 crores are proposed to be transferred to
Escrow account by the port. The tariff guidelines of 2005 envisage
transfer of minimum 50% royalty/ revenue share to the Escrow account.
Though a major port has the liberty to transfer 100% of its royalty/
revenue share to the Escrow account, it may have to be seen whether the
transfer of the entire 100% royalty/ revenue share to the Escrow account
is essential, keeping in view the proposed capital expenditure for
infrastructure development and funds made available to the port by way of
allowing return on capital employed. As can be seen from the later part of
the analysis, the KOPT has envisaged total capital expenditure to the tune
of Rs.212 crores during the years 2010-11 to 2012-13, whereas the
maximum permissible return on capital employed to be allowed to KOPT
in the current tariff revision exercise works out to the tune of around
Rs.384 crores. Since the return is more than sufficient to meet its
proposed capital expenditure of Rs.212 crores during the current tariff
validity cycle, there does not appear to be a need to transfer entire royalty/
revenue share receipts to Escrow account. Since a minimum 50% of the
royalty/ revenue share receipt is to be transferred to the Escrow account
as per the tariff guideline and keeping in view the fact that only 50% of the
royalty/ revenue share receipt was transferred to Escrow account in the
past, we have recognised transfer of 50% of the royalty/ revenue share
receipt to the Escrow account and the balance 50% has been considered
as income of the port in this analysis.

(9). The KOPT has furnished yearwise balance of the Escrow account and the
yearwise details of the amount utilized/ proposed to be utilised from the
Escrow account for creation and modernization of port infrastructure. The
actual inflows and outflows for the years 2006-07 to 2009-10 and
estimated position for the years 2010-11 to 2012-13 alongwith the Interest
on Investment of Escrow account funds are tabulated below:

(Rs. In Lakhs)

Particulars 2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11 | 2011-12 | 2012-13

1. Opening balance 0.00 931.78 1867.27 | 643.52 785.16 [ 1091.13 |1416.98

2.(a) Transfer of 50% Revenue
share from the year 2006- | 931.78 832.99 1270.42| 907.40 854.93 854.93 854.93
07 to 2012-13.

2.(b)Interest on investments 0.00 102.50 145.83 34.24 51.04 70.89 92.04

3. Total (2a + 2b) 931.78 935.49 1416.25 | 941.64 905.97 925.85 947.03

4. Withdrawl for creation of | 4 5 0.00 2640.00| 800.00 | 600.00 | 600.00 | 625.00
infrastructure assets

5.Closing Balance (1+3-4) | 931.78 1867.27 643.52 785.16 | 1091.13 | 1416.98 | 1739.01

The interest on investments has been calculated by maintaining the same
rate of interest as considered by KOPT in its calculations.

(iv). Clause 2.13 of the tariff guidelines of 2005 mandates review of the actual physical
and financial performance of the port at the end of the prescribed tariff validity




(vii).

period with reference to the projections relied upon at the time of fixing the
prevailing tariff.

The last review of the Scale of Rates of KOPT was done in December 2006.
Though tariff was fixed the years 2007-08 and 2008-09 by relying upon the
estimates for the said years, the past period analysis carried out in the last review
exercise included the year 2006-07 which was based on estimates. It is, therefore,
necessary to compare the estimates for the years 2006-07 also with that of the
actuals for the year 2006-07. In addition, the KOPT has continued to operate its
facilities during the year 2009-10 at the level of tariff approved in December 2006.
Hence the actuals for the year 2009-10 are also considered as part of the past
period, to analyse the past performance of KOPT.

The aggregate of the actual traffic handled by KOPT during the three year period
from 2006-07 to 2008-09 works out to 154.70 million tonnes as against the
estimated traffic of 150.26 million tonnes, registering marginal positive variation of
2.95%.

To derive the actual operating income from Cargo handling activity for the years
2006-07 to 2009-10, KOPT has considered the Cargo handling income as given in
its Annual accounts of the respective years excluding 50% revenue share receipts
from BOT Contracts for 2006-07 and 2007-08 and the entire revenue share
receipts for 2008-09 and 2009-10. For the reasons stated in the earlier paragraph,
since only 50% of revenue share receipts are transferred to Escrow account
during the years 2006-07 to 2009-10, balance 50% is considered as a part of
Operating income for the respective years.

The operating expenditure pertaining to Cargo handling activity as furnished by
KOPT for the years 2006-07 to 2009-10 reflects the position shown in the audited
Annual accounts of the port for the respective years.

The actual operating income from the Port and Dock facility considered by KOPT
for the years 2006-07 to 2009-10 is exclusive of the dredging subsidy received by
it from the Government for the respective years. KOPT receives dredging subsidy
from the Government of India by way of reimbursement of expenditure relating to
river dredging and maintenance activity. In line with the approach adopted in the
earlier tariff Orders of KOPT, only such items of expenditure which have not been
reimbursed by the Government is to be included in the Cost statement for the
years 2006-07 to 2012-13. The KOPT has considered an amount of Rs.10733.95
lakhs, Rs.12162.34 lakhs, Rs.13507.32 lakhs and Rs.14431.90 lakhs as operating
expenditure of port and dock facility for the years 2006-07 to 2009-10, in its Cost
statement, which, inter alia, includes the expenditure related to the dredging
activity, which is not reimbursed by the Government.

In respect of the Estate and Railway activities for the years 2006-07 to 2009-10,
the KOPT has considered, the operating income and operating expenditure as
given in the Annual accounts of the respective years.

For the year 2009-10, though the sum total of the activity wise depreciation as
reported in the Annual Accounts was Rs.3298.70 lakhs, the Cost statement
reflected a higher figure of Rs.3431.56 lakhs. To a query in this regard, the KOPT
has clarified that the difference has arisen on account of not excluding
depreciation pertaining to an asset of KDS which was sold during the year. Since
the concerned asset is no longer in the Block of assets, the related depreciation
also needs to be excluded. Accordingly, the sum total of the depreciation under
each of the heads mentioned earlier at Rs.3298.70 lakhs as in the Annual
Accounts has been considered as depreciation for the year 2009-10, in the Cost
statement.
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(xiv).

In its Cost statement, KOPT has considered an amount of Rs.12156.93 lakhs,
Rs.12672.52 lakhs, Rs.16465.38 lakhs and Rs.19531.53 lakhs as Management &
General Overheads for the years 2006-07 to 2009-10, as compared to the figures
in the Annual Accounts of the respective years of Rs.12770.63 lakhs, Rs.13305.61
lakhs, Rs.17233.02 lakhs and Rs.20865.97 lakhs. The figures shown in the cost
statement are found to be lower as compared to the position reflected in the
Annual Accounts. The amount excluded by KOPT in its Cost statement for all the
years relates to the amount covered by the Dredging subsidy as clarified by the
port. Therefore, the amount furnished by KOPT in its Cost statement is
considered.

The KOPT has reported Rs.1720.12 lakhs, Rs.1034.18 lakhs, Rs.1333.44 lakhs
and Rs.2408.21 lakhs as Finance and Miscellaneous Income for the years 2006-
07 to 2009-10 respectively in the Cost statement. The KOPT has excluded
Interest on general reserve funds, interest on staff advances and prior period
income as shown in the Annual Accounts for the years 2006-07 to 2009-10 to
arrive at the figure pertaining to Finance & Miscellaneous Income in the Cost
statement, for the respective years. While exclusion of interest element from the
Finance and Miscellaneous Income is found to be in order, since interest cost is
not considered as an item of cost, we have considered prior period income as part
of Finance and Miscellaneous Income in line with the approach adopted by this
Authority, for the purpose of this analysis.

The KOPT has considered Rs.40062.16 lakhs, Rs.59315.11 lakhs, Rs.60985.07
lakhs and Rs.41194.39 lakhs as Finance and Miscellaneous expenses for the
years 2006-07 to 2009-10 respectively in the Cost statement. In line with the
general approach adopted by this Authority, Interest on loans as reported in the
Annual Accounts has been excluded. Since the amount indicated towards
purchase of Annuity, arrear retirement benefits, purchase of annuity for
pensioners, excess provision for dredging subsidy, bad and doubtful debts are in
the form of provisions, they have been excluded from the actual Finance and
Miscellaneous expenditure in the Cost statement for the years 2006-07 to 2009-
10. Since the prior period income is considered as part of Finance and
Miscellaneous income, prior period expenditure is also considered as part of
Finance and Miscellaneous Expenditure.

For the years 2006-07, 2007-08 and 2008-09, the closing block of assets as
shown in the annual accounts for the respective years has been considered as net
block of assets. As stipulated in the tariff guidelines, balance maintained in
Escrow Account should be utilised for the purpose of creation and/ or
modernization of the port infrastructure facilities. The investment to the tune of
Rs.31.17 crores in the year 2009-10 has been stated to have been funded from
the Escrow account for procurement of railway locomotives. Accordingly, the
closing value of assets as reported in the Annual accounts for the year 2009-10
has been reduced by Rs.31.17 crores, for the purpose of allowing return.

The KOPT has not calculated working capital based on clause 2.9.9 of the tariff
guidelines for the years 2006-07 to 2009-10. The current assets in terms of
Debtors, Inventory and Cash balances are worked out by us as per the norms
stipulated in the guidelines. The items of current liabilities corresponding to the
current assets are considered as reflected in the Annual accounts. The figures of
working capital so derived turns out to be negative. As a result, the working capital
is considered as NIL.

During the last general revision of KOPT in December 2006, though the KOPT
had pleaded its inability to provide the classification of assets, it had mentioned
that the business assets, business related assets and social obligation assets
formed 90%, 7% and 3% respectively of the total net block of assets, which was
relied upon for the purpose of allowing return. For the past period analysis, the



same percentages are considered for a like to like comparision for the purpose of
allowing return.

(xvi).  The designed capacity of the port (excluding BOT berths) as furnished by KOPT is
57.17 lakh tonnes for the year 2006-07 and 61.53 lakh tonnes each for the year
2007-08 to 2009-10. Taking into account the actual traffic handled by KOPT
(excluding traffic of BOT berths) during the said years, the actual capacity
utilization of the port works out to 88.98%, 86.56%, 82.22% and 68.22% during
the years 2006-07 to 2009-10 respectively. Since the capacity utilization is more
than 60%, the Return on Capital employed is calculated @ 15% for business
assets and 7.40% for business related assets for the years 2006-07 to 2009-10 as
considered in the last general revision Order. The social obligation assets do not
attract any return as per the guidelines.

(xvii). (a). A summary of the comparison of the actuals vis-a-vis the estimates

considered in the last tariff Order is tabulated below:
Particulars Aggregate for the years 2006-07 Variation
to 2008-09 in absolute terms in %
(Rs. in lakhs)
Estimates Actuals
as per tariff Order
Traffic (in million tonnes) 150.263 154.697 2.95%
Operating Income 246355.01* 272675.85 10.68%
Total Expenses (including depreciation) 161549.72 145510.33 -9.93%
Surplus before Return (Average) 10361.73 24582.27 137.24%
Capital Employed (Average) 72185.33 73555.47 1.89%
Return on Capital Employed (Average) 10118.94 10311.01 1.90%

* The operating income estimates are updated to reflect the 10% reduction effected in the then
proposed cargo handling charges of KOPT with effect from March 2007.

(b). The KOPT has achieved actual surplus of Rs.29675.88 lakhs,
Rs.28131.31 lakhs and Rs.15939.63 lakhs aggregating to Rs.73746.82
lakhs for the years 2006-07 to 2008-09. The average of the actual surplus
is seen to be Rs.24582.27 lakhs. If the average actual surplus is seen as
a percentage of average actual capital employed of Rs.73555.47 lakhs for
the said three years, it works out to 33.42%. The above details are given
in the following table:

Particulars 2006-07 | 2007-08 | 2008-09 | Average |
Actual Surplus before 29675.88 | 28131.31 | 15939.63 | 24582.27
Return earned by KOPT
Actual Capital Employed 70066.18 | 74894.70 | 75705.54 | 73555.47
Actual Return earned on 42.35% 37.56% 21.05% 33.42%
capital employed

As brought out earlier, in the last general revision Order, maximum return
of 15% was allowed for the years 2006-07 to 2008-09. The actual return
achieved by the KOPT during the said three years is found to be 33.42%,
as shown in the above table. Therefore, as per clause 2.13 of the tariff
guidelines, there is a case for adjustment of the surplus earned during the
period 2006-07 to 2008-09 in the current tariff cycle.

(c). The validity of the existing Scale of Rates of KOPT has been extended
beyond 31 March 2009, subject to the condition that the surplus over and
above the admissible cost and permissible return accruing to KOPT for
the period after 1 April 2009 will be set-off fully, in the tariff to be fixed for
the next cycle. As seen from the Cost statement, the KOPT has earned an
additional surplus to the tune of Rs.9937.50 lakhs over and above the
admissible cost and permissible return, during the year 2009-10.
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(d). A summary of the surplus for the past period is given below:
Rs. in lakhs
Aggregate of additional net | 2006-07 | 19854.00
SUFplUS earned by KOPT for the 2007-08 17632.57 42813.79
2006-07 to 2008-09.
years © 2008-00 | 5327.22

Additional Net Surplus earned in the year 2009-10 9937.50

Total Surplus 52751.29

The adjustment of the past surplus assessed for the years 2006-07 to
2009-10 to the tune of Rs.52751.29 lakhs is discussed in the later part of
this analysis dealing with the proposed Pension Levy.

The traffic estimates as furnished by KOPT (excluding the traffic related to BOT
berths), is 43.64 million tonnes, 44.754 million tonnes and 47.635 million tonnes
each for the years 2010-11 to 2012-13 respectively.

The Traffic projections contained in the Business Plan furnished by KOPT for the
above mentioned three years is 53 Million tonnes, 58 million tonnes and 63 million
tonnes respectively. The Budget estimates for the year 2010-11 as furnished by
KOPT also reflect a total traffic to the tune of 52.49 million tonnes. Even when the
actual quarterly traffic figure of 12.60 million tonnes is considered proportionately
for the entire year, the traffic for the year 2010-11 works out to around 50.368
million tonnes. In this backdrop, the traffic estimates considered by KOPT in the
Cost statement for the years 2010-11 to 2012-13 appear to be on a lower side.

The KOPT has reasoned that the reduction in traffic is on account of drop in
estimated traffic of iron ore and Liquid bulk. Sluggish demand of Iron Ore from
China and fluctuating Iron Ore prices in the International market reportedly has led
to KOPT anticipating a decline in iron ore traffic. According to KOPT, during April-
July 2010, there has been about 30% decline in Iron Ore traffic at KOPT as
compared to the corresponding period of the previous year. Further, with the
commissioning of the Paradip-Haldia Crude Pipeline, the KOPT anticipates further
shifting of the Liquid bulk cargo to Paradip.

No growth has been envisaged by KOPT while estimating traffic for General
Cargo for the said years. According to KOPT, with the growth of containerisation,
more volume of General Cargo is likely to be containerised and thus no growth is
anticipated in general cargo.

In this context, it is relevant to mention here that none of the user/ user
organizations has commented on the traffic forecasts made by KOPT. In this
backdrop, the traffic forecasts for the years 2010-11 to 2012-13 as furnished by
KOPT is relied upon for the purpose of this analysis. This Authority, however, finds
it reasonable to adjust fully the additional surplus, if any, arising in the context of
variation in estimated traffic. Nevertheless, it is relevant to clarify that the entire
additional surplus will be considered for adjustment, only if the variation in the
estimated and actual performance is more than + / - 20%, as stipulated in clause
2.13 of the tariff guidelines of March 2005.

The Cargo handling income estimates furnished by KOPT is inclusive of a sum of
Rs.3142.30 lakhs, Rs.4690.00 lakhs and Rs.4690.00 lakhs towards the estimated
revenue from the new services like use of MHC for loading/ unloading, heaping/
high heaping of cargo, despatch related services including weighment at Berth no.
2 and 8 of HDC for the years 2010-11 to 2012-13 respectively. Revenue from this
activity is estimated by considering traffic of 4.69 million tonnes, 7 million tonnes
and 7 million tonnes proposed to be handled at Berth no. 2 and 8 during the years
2010-11 to 2012-13 as stated by KOPT.
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It is relevant to note that the income estimates computed at the existing level of
tariff are generally considered for the purpose of tariff fixation. As such, to
consider the income proposed to be generated from the proposed tariff items
alongwith the income estimates at the existing level of tariff is not correct. In view
of the above, the income pertaining to KOPT for rendering new services at berth
no. 2 and 8 is excluded from the figure of cargo handling income pertaining to the
years 2010-11 to 2012-13. Nonetheless, the revenue from this activity is
considered to decide the rates to be fixed for the new activity.

For the reasons stated in the earlier part of this analysis, 50% of the estimated
royalty/ revenue share receipts is considered as Income in the cargo handling
activity. Accordingly, a sum of Rs.854.93 lakhs each is added to the cargo
handling income estimated by the KOPT for the years 2010-11 to 2012-13.

Thus, the estimated Cargo handling income works out to Rs.46596.41 lakhs,
Rs.49058.10 lakhs and Rs.51412.64 lakhs for the years 2010-11 to 2012-13
respectively, which is considered in the Cost statement.

The KOPT has stated that it has considered a Foreign Exchange rate of Rs.47.00
per US$, Rs.46.50 per US$ and Rs.46.00 per US$ each for the years 2010-11 to
2012-13 to estimate the dollar denominated vessel related income. In respect of
the income estimates from dollar denominated tariff items the exchange rate
prevailing at the time of analysis of the case, is considered uniformly for estimation
of income from dollar denominated tariff items, for all the years under
consideration.

In our analysis, since the major part of the financial year 2010-11 is already over,
and since the actual dollar exchange rate is known, the vessel related income
from the foreign going vessels for the period from April 2010 to September 2010 is
estimated based on the average exchange rate of Rs.46.08 per US$ obtained for
the said period. For the period thereafter, an exchange rate of Rs.45.05 per US$
is considered as prevailing at the time of concluding the analysis of this case. The
exchange rate of Rs.45.05 per US$ is also considered for determining the vessel
related income from the foreign going vessels for the years 2011-12 and 2012-13.
Thus, the modified operating income related to Port & Dock activity considered in
the Cost statement is Rs.25928.55 lakhs, Rs.27326.42 lakhs and Rs.28527.52
lakhs for the years 2010-11 to 2012-13 respectively.

The operating income estimates for the years 2010-11 to 2012-13 relating to Estate
activity and Railway activity are relied upon as furnished by KOPT.

The total estimated operating income for KOPT as a whole works out to
Rs.1022.30 crores, Rs.1065.70 crores and Rs.1113.35 crores for the years 2010-
11 to 2012-13 respectively.

The estimates of operating expenses for the years 2010-11 to 2012-13 are
discussed as given below:

(a). As discussed in the earlier part of the analysis, the actual salary expenses

for the year 2009-10 includes the impact arising out of the implementation
of the wage revision of Class Il and IV employees. The estimates of salary
expenses for the years 2010-11 to 2012-13 are moderated by applying an
escalation factor of 3.76% over the estimates of the respective previous
years taking the actuals for the year 2009-10 as base.

(b). In respect of estimation of expenditure towards Power, Fuel and Repairs

and maintenance for the years 2010-11 to 2012-13, the KOPT has
considered various escalation factors. We have moderated the estimates
on these items by applying an escalation factor of 3.76% over the



(d).

(f).

estimates of respective previous years, taking the actuals for the year
2009-10 as base.

Apart from the above said heads of operating expenses, the expenditure
estimates also include ‘other expenses’ which relate to Fringe Benefit,
Payments to be made to contractor engaged for equipping of berth no. 2
and 8, general expenses and general stores. It is seen that there is a
substantial increase of around 108% in the Other costs pertaining to the
cargo activity for the year 2010-11 as compared to the year 2009-10. The
reason for the phenomenal increase is on account of KOPT including
expenditure related to rendering new services at berth no. 2 and 8 of HDC.
Since estimated income on account of the new services proposed to be
rendered at berth no. 2 and 8 has been excluded, as explained earlier, the
expenses corresponding to rendering of such new services is also to be
excluded from the expenditure estimation for the years 2010-11 to 2012-
13.

As per the details of payments to be made to contractor furnished by the
KOPT for the services rendered by him at berth no. 2 and 8, the total
amount payable to the contractor works out to Rs.79/- per MT at Berth no.
2 and Rs.69/- per MT at berth no. 8. The cost of Rs.79/- per MT for Berth
no. 2 includes Rs.15/- per MT for existing service of transfer of cargo
between the berth and the dedicated storage area and Rs.10/- per MT for
existing service of aggregation of cargo at the dedicated storage area.
Likewise, the cost of Rs.69/- per MT for Berth no. 8 includes Rs.9/- per MT
for existing service of transfer of cargo between the berth and the
dedicated storage area and Rs.7/- per MT for existing service of
aggregation of cargo at the dedicated storage area. The cost of rendering
these two existing services at Berth no. 2 and 8 works out to Rs.41/- per
MT and the average cost works out to Rs.20.50 per MT. Thus, the
operating expenses related to cargo activity for the years 2010-11 to 2012-
13 consist of the escalated component of the actual expenses for the year
2009-10 and also the effect of the expenses incurred by KOPT for
rendering existing services at berth no. 2 and 8 calculated at Rs.20.50 per
MT.

As stated earlier, only such items of expenditure relating to dredging which
are not to be reimbursed by the Government is to be included in the Cost
statement for the years 2010-11 to 2012-13. In this regard, the KOPT has
stated that no expense on account of dredging is estimated to be not
covered by the dredging subsidy during the years 2010-11 to 2012-13. The
KOPT has further stated that if any sum is disallowed, the same would be
known only after completion of audit. Thus, the KOPT has not considered
the estimated dredging expenses for the years 2010-11 to 2012-13 as cost
in the Cost statement for the said years.

The KOPT has considered different escalation factors in estimation of
operating cost relating to railway activity and estate activity for the years
2010-11 to 2012-13. The actual operating cost relating to these activities
for the year 2009-10 is taken as base and escalated by 3.76% per annum,
taking the respective previous year as base, for moderating the estimates
for the years 2010-11 to 2012-13.

It is relevant to mention here that the KOPT reportedly holds the vessel
interests responsible for the damages caused to the vessel and port
properties. The suggestion made by the ASIC in this regard that the KOPT
should take suitable insurance cover to take care of such liabilities which
will assist the KOPT to mitigate the cost of damages to its properties. The
KOPT may consider the suggestion made by ASIC in this regard.
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Tariff guidelines of 2005, require computation of depreciation on straight line
method following the life norms adopted as per the Companies Act in case of major
ports. As such, this Authority vide its tariff Order of December 2006 had advised
KOPT to estimate depreciation in line with Clause 2.7.1. of the tariff guidelines
while it submits its tariff proposal during the next review of its Scale of Rates. In
reply to a query in this regard, the KOPT has stated that it is not possible for KOPT
to estimate depreciation on the basis of Companies Act. Thus, the depreciation
shown in the cost statement has been calculated by KOPT following the straight
line method and the life norm of assets as per the guidelines of the Ministry. In this
regard, it is relevant to note that some of the major ports like Mormugao Port Trust
(MOPT), Jawaharlal Nehru Port Trust (JNPT) calculate depreciation based on the
Companies Act. In such a scenario, the reason for KOPT to not estimate
depreciation based on the Companies Act is not clear. As such, the KOPT is urged
to comply with the tariff guidelines for computing the depreciation while formulating
its next tariff review/ revision proposal. In the meanwhile, the depreciation
estimated by the port in the current tariff cycle is relied upon and considered in the
analysis, subject to verification with actuals, during the next review of tariff of
KOPT.

The principal components forming part of Management and General Overheads
are Store keeping, Medical Expenses, Labour & Industrial Relations, Engineering
& workshop overheads, Accounting & Auditing and Port Security & other
expenses. In addition, as stated by KOPT, the Management and General
Overheads also includes salary expenses of its Class | and Il officers. The
estimates of Management and General Overheads for the year 2010-11 are
moderated applying the escalation factor of 3.76% over the actuals for the year
2009-10.

Reportedly, the revision of pay and allowances of Class | and Il officers of major
ports is announced by the Government in July 2010. As such, the KOPT may not
have considered the impact arising out of pay revision of Class | and Il officers, in
its estimates. Since the revision of pay and allowances of Class | and Il officers of
major ports has already been announced by the government, it is necessary to
capture the impact on this account. In the officer level meeting held in October
2010, the KOPT has indicated that an estimated amount of Rs.10 crores per
annum would be necessary to meet the revised pay and allowances of its officers
including cafeteria approach approved by the Government. This aspect is taken
into account while determining the estimates of Management and General
Overheads for the year 2010-11. The estimates for the years 2011-12 and 2012-
13, are moderated applying the annual escalation factor of 3.76% over the
estimates of the respective previous years.

The Finance and Miscellaneous Income for the years 2010-11 to 2012-13 as
estimated by KOPT comprise of Profit on disposal of Capital assets, Sale of
unserviceable materials, Recovery of overheads and Sundry receipts. It is seen
that the Finance and Miscellaneous Income estimated for the year 2010-11 is less
as compared to the actuals for the year 2009-10. To a query in this regard, the
KOPT has clarified that the port realized a considerable amount in the year 2009-
10 from disposal of its dredger vessel. It has further clarified that the primary
reason for the lower level of estimation of Finance and Miscellaneous income for
the year 2010-11 is due to anticipated fall in the income relating to disposal of
capital assets, unserviceable materials and unclaimed goods. Based on the
clarifications furnished by KOPT, the estimates of Finance and Miscellaneous
income for the years 2010-11 to 2012-13 are relied upon in this analysis.

The estimates of Finance and Miscellaneous Expenditure as given by KOPT at
Rs.366.91 crores, Rs.347.58 crores and Rs.369.21 crores for the years 2010-11
to 2012-13 respectively is seen to be substantially high when compared with the
modified actuals for the year 2009-10 at Rs.177.23 crores. From the list of items
forming part of the Finance and Miscellaneous Expenditure, it is seen that the



KOPT has envisaged to contribute to superannuation fund and gratuity fund
aggregating to Rs.100 crores, Rs.90 crores and Rs.85 crores respectively for the
years 2010-11 to 2012-13; whereas the actual Finance and Miscellaneous
Expenditure for the year 2009-10 does not include such contributions.

The KOPT has reported that the corpus required to meet the liability towards
superannuation fund and gratuity fund is based on actuarial valuation. The annual
contribution towards superannuation fund and gratuity fund as estimated by the
KOPT is considered in this analysis. However, the KOPT is advised to furnish the
details of the actual contribution made by it to the superannuation fund and
gratuity fund each during the years 2010-11 to 2012-13, at the time of next
general revision of KOPT, for verification.

Another item forming part of estimated Finance and miscellaneous Expenditure for
the years 2010-11 to 2012-13 is purchase of annuity to meet the pension liability
of the port in respect of the employees who retired prior to 1 April 2004. Since the
KOPT has proposed a separate levy to cover the pension liability in respect of the
employees who retired prior to 1 April 2004, which is dealt with separately in the
later part of this analysis, the amount estimated towards purchase of annuity is
excluded from the estimated finance and miscellaneous expenditure for the years
2010-11 to 2012-13.

(xxviii).The KOPT has proposed the additions to its gross block of assets in respect of
KDS and HDC for the years 2010-11 to 2012-13 to the tune of Rs.75.18 crores,
Rs.60.90 crores and Rs.75.73 crores respectively. The summary of the proposed
additions to the gross block of assets are as follows:

(Rs. In Crores)

Items 2010-11 2011-12 201213
(i). Civil works 44.32 37.86 27.40
(ii). Flotilla & Floating crafts 0.85 -- 23.00
(iii). Railway & Rolling stock 8.00 6.45 7.25
(iv). Cranes & Vehicles -- 4.18 4.82
(v). Plant & Machinery 16.30 7.53 7.26
(vi). Installation of water 5.50 4.18 5.12

electricity and fire

fighting.
(vii).  Office equipments/ 0.21 0.70 0.88

Furniture & Fittings

With reference to the present status in respect of the additions proposed for the
year 2010-11, the KOPT has furnished the status of various schemes/ projects
undertaken/ proposed to be undertaken at KOPT as of July 2010. The status
shows that the KOPT has incurred a total capital expenditure of Rs.13.47 crores
as of July 2010. With reference to the action initiated in respect of additions
proposed for the year 2011-12, the KOPT has stated that the additions proposed
in respect of HDC are all continuing scheme. The response of KOPT with regard
to additions proposed at KDS for the year 2011-12 is silent. Inspite of a query, the
port has not furnished the details regarding the impact of the additional
investments on reduction in unit operating costs, additional traffic/ business
generated/ projected and improvement in efficiency. Considering that the additions
to the gross block of assets proposed for the years 2010-11 to 2012-13 is in line
with Five year plan envisaged by the Port, as confirmed by it in response to a
query raised in this regard, and subject to verification of estimated additions with
reference to actuals, the estimated additions are relied upon in this analysis.
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Estimation of current assets following the norms prescribed in the tariff guidelines
of 2005 and taking into account the projections of current liability estimated by
KOPT, the working capital of KOPT becomes negative. As a result no working
capital has been considered by KOPT in its cost statements.

With reference to the additions in respect of Railway and Rolling Stock during the
years 2010-11 and 2011-12, the KOPT proposes to utilize the balance in the
Escrow account to the tune of Rs.800 lakhs and Rs.500 lakhs for procurement of
locomotives and upgradation/ augmentation of railway yards and facilities. As such,
in line with the stipulation in the tariff guidelines of 2005, the KOPT has not claimed
return on the assets proposed to be funded from the Escrow account. The
position in respect to the Capital Employed is given in the following table for the
purpose of allowing return:

(Rs. in lakhs)
Sr. Particulars 2009-10 2010-11 2011-12 2012-13
No. (Actuals) (Estimates) (Estimates) (Estimates)
A Capital Employed at the end of the 80819.83 84585.57 86739.11 90082.30
year
B Utilisations from Escrow Alc
(i) | Assets funded from Escrow A/c 311717 800.00 500.00
during the year
(i) | Cumulative utilisation 3117.17 3917.17 441717 441717
Less: Depreciation on assets funded from Escrow A/c
(iii) | Depreciation during the year 0.00 93.52 117.52 132.52
(iv) | Cumulative depreciation 0.00 93.52 211.04 343.56
(v) | Written Down Value of assets 311717 3823.65 4206.13 4073.61
funded from Escrow Alc (ii) - (iv)
(o3 Balance capital employed 77702.66 80761.92 82532.97 86008.68
qualifying for return [A-B (v)]

Clause 2.9.7 and 2.9.8 of the tariff guidelines of March 2005 stipulates
classification of port assets into business assets, business related assets and
social obligation assets. This Authority in its Order of December 2006 while relying
upon the percentage of business assets, business related assets and social
obligation assets of the total assets of the port furnished by KOPT, had advised
KOPT to undertake the exercise of classifying its assets in line with Clause 2.9.7
and 2.9.8 of the revised tariff guidelines and furnish the details at the time of next
review. Now, the KOPT has stated to have classified the assets as per the
guidelines at HDC from the year 2009-10 onwards. At HDC, the business assets,
business related assets and social obligation assets work out to 95.60%, 3.66%
and 0.74% respectively of the total assets at HDC. It has, however, not furnished
the details and the basis adopted by it to classify its assets into the above
mentioned categories. The proportion of these categories of assets is relied upon
for the purpose of allowing return in respect of the assets at HDC.

The assets at KDS are yet to be classified into the requisite groups. Therefore, the
proportion of 90%, 7% and 3% relating to business assets, business related
assets and social obligation assets, as was considered in the last review, are
considered for the purpose of allowing return. The KOPT is advised to classify all
its assets at KDS as per the stipulation contained in the tariff guidelines of 2005
during the next review of its tariff.

The designed capacity of the port (excluding the berths operated by the BOT
operators) as furnished by KOPT is 64.22 MMTs for the year 2010-11, 66.72
MMTs for the year 2011-12 and 66.97 MMTs for the year 2012-13. Taking into
account the estimated traffic proposed to be handled by KOPT during the said
years, the capacity utilization of the port works out to 67.95%, 67.08% and 71.13%
for the years 2010-11 to 2012-13 respectively.

As per clause 2.9.10 of tariff guidelines of March 2005, maximum permissible
return will be allowed for capacity utilisation of 60% and above. Since the
estimated capacity utilisation is more than 60%, the KOPT is eligible for maximum
permissible return. The port has computed the Return on capital employed at 16%



for business assets and at 7.40% on business related assets. Since the rate of
return fixed for the year 2010-11 is 16% for business assets and 8.4% for
business-related assets, maximum permissible return of 16% for business assets
and 8.40% for business related assets are considered for all the years 2010-11 to
2012-13. No return is allowed on social obligation assets as per the tariff
guidelines.

(xxxiii).(a).

In the light of the analysis given above, the cost statements for the HDC,
KDS and port as a whole and also for the different main activities under
each of the system have been modified. The modified cost statements are
attached as Annex-I (a) to (0). The summarised position of the results

disclosed by the financial/ cost statements are tabulated below:

Operating Income Net Surplus(+)/ Deficit(-) Net Surplus(+)/ Deficit(-) as a % of Average
Sr. No| Particulars (Rs. in crores) (Rs. in crores) operating Income Surplus/
2010-11 201112 2012-13 Total 2010-11 201112 2012413 Total 2010-11 2011-12 2012-13 Deficit %
1. |Port as a whole 1030.84 1074.25 1121.90 3226.99 -85.28 -74.81 -65.65 -225.74 -8.27% -6.96% -5.85% -7.03%
Cargo 465.96 490.58 514.13 1470.67 -49.11 -45.62 -39.66 -134.39 -10.54% -9.30% -7.71% -9.18%
Port & Dock 259.29 273.26 285.28 817.83 -155.96 -147.48 -150.04 -453.48 -33.89% -24.94% -27.17% -28.67%
Railway 93.87 92.50 98.21 284.58 -17.44 -21.53 -19.44 -58.41 -18.58% -23.27% -19.80% -20.55%
Estate 211.72 217.90 224.29 653.91 137.23 139.81 143.49 420.53 64.82% 64.16% 63.98% 64.32%
2. |KDS as a whole 387.02 385.10 401.53 1173.66 -121.08 -143.39 -151.39 -415.86 -31.29% -37.24% -37.70% -35.41%
Cargo 191.56 184.15 192.51 568.22 -39.46 -58.52 -60.41 -158.39 -20.65% -31.78% -31.38% -27.92%
Port & Dock 54.98 55.57 58.56 169.11 -163.46 -167.73 -175.94 -507.13 -297.32% | -301.82% | -300.43% | -299.86%
Railway 13.67 14.08 14.50 42.25 -17.24 -18.08 -19.10 -54.42 | -126.19% | -128.45% -131.75% | -128.79%
Estate 126.82 131.30 135.96 394.08 99.08 100.94 104.07 304.09 78.13% 76.88% 76.54% 77.18%
3. HDC as a whole 643.82 689.15 720.37 2053.34 35.81 68.58 85.74 190.13 5.56% 9.95% 11.90% 9.14%
Cargo 274.41 306.43 321.62 902.46 -9.64 12.90 20.75 24.01 -3.51% 4.21% 6.45% 2.38%
Port & Dock 204.31 217.69 226.71 648.71 7.50 20.26 25.90 53.66 3.67% 9.30% 11.42% 8.13%
Railway 80.21 78.43 83.71 242.35 -0.19 -3.45 -0.34 -3.98 -0.25% -4.40% -0.41% -1.68%
Estate 84.90 86.59 88.33 259.83 38.15 38.87 39.43 116.45 44.93% 44.89% 44.64% 44.82%
(b). In view of the deficit position depicted by the cost statements for the port
as a whole at the existing level of tariff, there is a case for upward revision
of tariff.
(c). As can be seen from the above statements, the KOPT would be in deficit
to the tune of around Rs.225.74 crores during the years 2010-11 to 2012-
13 at the existing level of tariff.
(d). The port and dock facilities depicts a huge deficit of around Rs.453.48
crores which works out to around 29% of the operating income.
Considering the position that the KOPT has sought an increase of 15%
over the existing vessel related charges, the existing vessel related
charges is increased by 15%. Considering the time involved in the
procedure for notification of the Order in this case, the financial impact on
account of revision in the Scale of rates is considered for the period from
January 2011 to March 2013. The additional revenue estimated to be
generated from increase in the vessel related charges for the period from
January 2011 to March 2013 works out to Rs.93.50 crores.
(e). As discussed in the initial part of this analysis, the KOPT has proposed

rates for providing new services like use of MHC for loading/ unloading
(Rs.52/- per MT for foreign cargo and Rs.31.20 for coastal cargo),
heaping/ high heaping of cargo (Rs.10/- per MT), despatch related
services including weighment (Rs.9/- if cargo is dispatched by rail and
Rs.6/- per MT if cargo is dispatched by road) at Berth no. 2 and 8 of HDC.
We have not gone into the itemwise cost of rendering the above said new
services. Based on the rates proposed by KOPT, and also taking into
account the expenses related to rendering the new services at berth no. 2
and 8 at the rate of Rs.58.50 per MT (Rs.79/- per MT — Rs.20.50 per MT =
Rs.58.50 per MT), additional revenue from rendering new services at
berth no. 2 and 8 works out to Rs.15.50 per MT. Considering the
estimated traffic to be handled at berth no. 2 and 8 for the period from
January 2011 to March 2011, 2011-12 and 2012-13 at 17.50 lakh tonnes,
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70 lakh tonnes each for the years 2011-12 and 2012-13, additional
income to the tune of Rs.24.41 crores will accrue.

The KOPT has proposed an increase of 10% over its existing cargo and
container related charges. The cargo handling activity including containers
however depicts an average deficit of around 9%. In view of the additional
income arising out of rendering new services at berth no. 2 and 8, as
explained in the preceding paragraph, the deficit of 9% will go down to
8%. With 8% increase in the existing cargo related charges, excluding
liquid bulk and storage charges, the estimated additional income will be
Rs.61.68 crores for the period from January 2011 to March 2013.

In the existing arrangement, itemized rates have been prescribed for
handling containers at HDC and KDS for ICD and non-ICD containers.
The difference in the rates prescribed for ICD and non-ICD containers is
Rs.900/- per TEU incase of HDC. On the other hand, the said difference is
Rs.1604/- per TEU at KDS as per the workings furnished by KOPT. The
difference in the rates for ICD and non-ICD containers at KDS is on the
higher side as compared to the difference obtaining at HDC. As per the
composite box rates proposed by KOPT for handling ICD and non-ICD
containers, the differential in the rates is seen to be Rs.1000/- per TEU. If
the proposed differential of Rs.1000/- per TEU is maintained at KDS, the
additional income on this account works out to Rs.1.88 crores per annum,
which will be Rs.4.23 crores for the period from January 2011 to March
2013.

Out of the total estimated deficit of Rs.225.74 crores for the port as a
whole, the increase in tariff granted in the current tariff revision will cover
Rs.183.82 Crores. This will leave a deficit of around Rs.41.92 crores
uncovered. Since the validity of the existing railway terminal charges at
KOPT expires in March 2011 as reported by KOPT, the railway charges
are due for review by the Railway authorities. When reviewed, the railway
activity may also generate additional revenue during the year 2011-12 and
2012-13. Further, the port should launch cost reduction and control
measures to reduce the uncovered gap.

As discussed in the earlier part of the analysis, the past surplus assessed
for the years 2006-07 to 2009-10 works out to Rs.52751.29 lakhs. The
adjustment of past surplus is to be examined in the backdrop of KOPT
requesting for a special levy to discharge its liability towards payment of
pension to its retired employees. The KOPT has made a mention that this
Authority will not allow inclusion of any cost towards creation of pension
fund in whatever name it is called, incase such contribution is towards past
liability. It is clarified that while normal expenditure towards pension either
by way of annual contribution to pension fund or by way of actual payment
is allowed as pass through in fixation of tariff, any abnormal liability to
augment Pension Fund should be accounted against a special levy.

As stipulated in Clause 2.5.2 of the tariff guidelines, a special rate for a
limited period is prescribed to meet liabilities, if it is found that the
accumulated surpluses/ reserves other than specifically earmarked funds
or provisions made cannot adequately cover the liability. In the case of
Visakhapatnam Port Trust (VPT) vide Order dated 11 May 2006 passed by
this Authority to dispose of its general revision proposal, the entire past
surplus available was applied to meet the pension fund liability. While
disposing of another general revision proposal filed by Tuticorin Port Trust
(TPT) vide Order dated 14 July 2008, the shortfall in the pension fund
liability was allowed to be covered by the entire surplus pertaining to past
period. Adopting the same approach in this case also, the past surplus of
Rs.527.51 crores is considered as a source available to the KOPT for



partially meeting the pension fund liability and the residual liability is
allowed to be met from the special levy.

There are broadly two groups of pensioners; one group of pensioners who
have retired prior to 1 April 2004 and the other group who have retired after
31 March 2004. The KOPT has already created fund for discharging its
obligation towards the employees who have retired after 31 March 2004.
The annual contribution to the said fund has been considered in the cost
statement as pass through, in the future projections of expenditure upto the
year 2012-13.

The actuarial valuation of pension liability for the employees who have
retired before 1 April 2004 as assessed by the Life Insurance Corporation
of India (LIC) is Rs.1141.17 crores as on 1 April 2009. As stated by KOPT,
it has already contributed Rs.241.14 crores to the fund till 1 April 2010. The
KOPT further proposes contributing another Rs.22.14 crores to the fund
aggregating to Rs.276.14 crores. Incidentally, it is seen from the audited
Annual Accounts of KOPT for the years 2008-09 and 2009-10 that the
KOPT has made provision of Rs.190 crores for contribution to the pension
fund during the year 2008-09, and has already contributed Rs.51.14 crores
and kept a provision for contribution to the extent of Rs.35 crores during
the year 2009-10 aggregating to Rs.86.14 crores. The figures mentioned in
the Annual Accounts aggregate to Rs.276.14 crores.

Further, the KOPT has agreed to credit the excess collection from levy of
10% special rate approved earlier to meet the wage arrear liability
amounting to Rs.12.62 crores. Thus, the net fund requirement to be met by
levy of a special rate works out to Rs.853.01 crores, as tabulated below:

(Rs. in crores)
1, Actuarial valuation of Pension liability as | 1141.77
on 1 April 2009 as per LIC report.
2| Less: Contribution to the fund during the 276.14
years 2008-09 and 2009-10.

3. Less: Adjustment of excess collection of 12.62
10% special levy

4| Balance Pension fund to be recovered. 853.01
(1-2-3-4)

The KOPT has proposed to augment the pension fund through 10%
special rate over a period of 10 years. As brought out earlier, an
additional past surplus of Rs.527.51 Crores is available with KOPT. If the
contribution of Rs.276.14 Crores made in the years 2008-09 and 2009-10
is excluded, as it would have been met from the surplus, a sum of
Rs.251.37 Crores is still available out of the total past surplus of
Rs.527.51 Crores. That being so, the residual sum after adjustment of full
past surplus to be provided by imposing a special levy works out to
Rs.601.64 Crores. If this sum of Rs.601.64 Crores is assumed to be
realized over a period of 3 tariff cycles, the annual realization will be
Rs.72.92 Crores. It is relevant to mention here that the KOPT may realize
approximately an additional income of about Rs.40 Crores per annum
from its proposed revision of estate rentals, for which the KOPT has filed a
separate proposal. The KOPT further may realise additional royalty from
the BOT operator due to increase in rates granted in the cargo related
charges which is estimated to be around Rs.1.37 Crores per annum. Even
if 50% of this additional royalty is utilized to meet the expenditure towards
infrastructure development, the KOPT is left with a sum of Rs.68.50 lakhs
per annum. Considering the anticipated additional accruals from
estate rentals and royalty, the gap to be met from the special levy works
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out to Rs.32.24 Crores per annum. For the period from January 2011 in
the current tariff cycle, the amount to be recovered comes to Rs.72.55
Crores.

After increase granted over the existing cargo / container related charges
and vessel related charges the total estimated operating income of the
port for the period from January 2011 to March 2013 works out to
Rs.1784.17 Crores. If the sum of Rs.72.55 Crores is to be recovered
towards pension fund during the corresponding period, then the pension
levy at around 4.07% on the revised cargo/ container and vessel related
charges will be necessary. Thus, for the present, the KOPT is authorised
to charge a special rate of 4% in the current tariff cycle and the position
will be reviewed at the time of the next revision of its Scale of Rates. The
KOPT may also augment the pension fund position from the tariff increase
to be granted to it, as volunteered by the port.

(e). It may appear that the special rate is an additional burden to the users. It
has to be recoginsed that the special levy will be for a limited period.
Once the fund is fully built up, the expenditure towards payment of
pension will be met from the pension fund corpus directly. Thereafter,
there will be relief to the users to that extent since the annual pension
expenditure at actuals will be higher than the annual contribution to the
fund, which will progressively reduce the tariff burden.

(f). The KOPT shall apply the revenue generated through this special rate for
the specified purpose. For this purpose, the KOPT is advised to maintain
a separate account in this regard and furnish the audited details for
scrutiny at the time of next review of its Scale of Rates.

(9). The KOPT may levy the special on the various charges (to be) notified in
the Scale of Rates for cargo related activity, container related activity,
miscellaneous services, services related to ship breaking and Dry
docking, vessel related activity and slipway hire charges. As a measure of
abundant caution, it is stated that the special rate is leviable only on the
cargo / container / vessels handled by the KOPT. The special rate is not
leviable by the BOT operators on the traffic handled by them.

(h). The royalty payable by the BOT operators to the KOPT is based on the
rates prescribed in the Scale of Rates of KOPT, as stipulated in the
respective License Agreement entered by them with KOPT. Since the levy
of special rate is to meet the shortfall in the specific fund, it is made
abundantly clear that the special rate will not form part of royalty / revenue
share receivable by the KOPT from the BOT operators at the KOPT.

This Authority had approved in the Order of December 2006, the proposal of
KOPT to have common rates for both systems at KOPT viz., KDS and HDC,
provided the common rate structure does not burden the HDC at the cost KDS. As
can be seen from the cost position, the HDC cross subsidises KDS. The KOPT has
sought to argue for continuation of the common rate structure on the ground that
the KDS and HDC enables to complement each other and contributes to the total
development of the port and better utilisation of the infrastructure. It is the position
of the KOPT that the then existing differential rate structure at HDC and KDS had
created serious imbalances in the traffic of two systems which has acted as
detriment to port finance. Based on the above argument advanced by the KOPT
and also since there is no objection from the users to the proposal to continue with
the common rates, this Authority is inclined to allow continuance of the common
rate structure.

(a). In line with Clause 4.2.2 of the tariff guidelines of 2005 which requires the
ports to phase out the advalorem rates, the KOPT was advised in the
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Order of December 2006 to initiate the process of rationalising the
wharfage schedule. The KOPT deserves to be complimented for
completely phasing out the advalorem rates from its tariff schedule. Since
the Scale of Rates proposed by KOPT does not prescribe advalorem
rates, there is no need to define the term ‘advalorem’ in the Scale of rates.

(b). The KOPT has replaced the existing advalorem rates for levy of wharfage
with a rate of Rs.200/- per tonne. Though the port was requested to
furnish detailed working with cost elements for arriving at the proposed
rates of wharfage including the rate of Rs.200/- per tonne, the requisite
details are not made available to us. Since the action taken by the port is
in the right direction of phasing out the advalorem rate, the proposed rate
of Rs.200/- per tonne is approved.

The KOPT contemplates to commence operation at various areas, some of which
are yet to be taken over by KOPT. Since the operational control of the such areas
is yet to be decided administratively, the KOPT has proposed to insert the
sentence ‘and any other area as may be administratively decided’ in the definition
no. 2(vii) defining HDC, to take care of the situation in future. The Scale of Rates
is decided based on the estimated operation in the next three year period in which
no additional area of operation is proposed. The port trust is at liberty to approach
this Authority, at any point of time, as and when there is a need for modification of
the Scale of Rates to cover the additional areas.

.The KOPT has introduced a new definition ‘Over dimensional containers’ at

Section 2(xviii). As seen from the traffic estimates furnished by KOPT, the KOPT
has not estimated traffic of over dimensional containers (ODC). The KOPT has,
however, mentioned that even if the volume of ODC is very low, the facility for
handling such container is to be maintained by port. The definition proposed by
KOPT is in line with the definition for ODC as prescribed in the Scale of Rates of
other container handling terminals viz., Chennai Container Terminal Limited
(CCTL), Nhava Sheva International Container Terminal Limited (NSICT) etc. In
view of the above, the definition of ‘Over dimensional containers’ as proposed by
KOPT is approved.

(xxxix).The condition in the existing Scale of Rates of KOPT specifies the user groups who

(XL).

are authorised to pay port charges for the services rendered by the KOPT in
relation to handling of cargo/ containers. The KOPT has proposed to enlarge the
scope of the existing condition at Section 3 (iii) to include the owners of cargo or
their clearing and forwarding agent/ handling agents also for payment of
equipment hire charges for the equipment used for landing / shipment of cargo /
container or for any other purpose by the vessel. Since it is in relation to vessel,
the phrase “owners of the cargo or their Clearing & Forwarding Agents / Handling
Agents as the case may be” is slightly modified to state that “Importers / Exporters
or their Agents in case of chartered vessels as the case may be”.

In the existing arrangement the responsibility to pay the port charges for FCL
containers lies with the owner of the cargo or his Agents. However, in certain
circumstances, the port can recover such charges from container agents / MLOs if
the container agent / MLO applies for destuffing of FCL container in the absence
of importer / exporter arranging delivery or shipment of the containers.

However, by a proposed amendment to the existing conditionality, the port intends
to shift the responsibility of paying cargo related charges solely to the vessel
operators. The administrative problems cited by KOPT can be overcome by
strengthening the system. The existing arrangement is a step towards keeping the
contentious THC under a check. Hence, this Authority is not inclined to approve
the proposed amendment and the existing conditionality may continue.
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In line with clause 2.18.2 of the tariff guidelines, the proposed note 3(xiii)(b) has
been modified to reflect the prevailing Prime Lending Rate of State Bank of India
at 12.25 %.

The KOPT has proposed to introduce a conditionality at Section 3(xvi) to enable
the levy of cargo related charges on the gross weight of the consignment. The
proposed conditionality is on similar lines as found in the scale of Rates of other
major ports viz., Chennai Port Trust (CHPT), Mumbai Port Trust (MBPT),
Jawaharlal Nehru Port Trust (JNPT) and hence is approved.

As stated by KOPT, on account of use of generic terms, it often faces difficulties at
ground level in understanding and implementation of the existing Scale of Rates.
On account of this, the KOPT has stated to have made an attempt to rationalize
the wharfage schedule by specifying the items instead of using the generic terms
to the extent possible in the proposed Scale of Rates. Also, since the KOPT has
dispensed with the advalorem rates, it has necessitated certain amendments to
the existing Scale of rates. This has resulted in regrouping of cargo by KOPT,
where similarly placed cargo has been put in one group in the proposed Wharfage
Schedule. This has also resulted in KOPT listing out some new tariff items in the
said schedule. Similarly, the KOPT has attempted to rationalize the Schedule
relating to On-board handling charges. Since the productivity of on board labour
primarily depends on the nature of cargo, the KOPT has made groups wherein
cargo having similar nature of handling is reported to have been placed in the
same group.

Any effort to simplify and rationalize the Scale of Rates is to be appreciated.
However, the effect of rationalization should not result in any unintended tariff
burden on certain segments. Moreover, the KOPT has not quantified the financial
impact on account of the proposed rationalisation in the Wharfage schedule and
Schedule relating to On-board handling charges. As such, this Authority is not in a
position to approve the rationalization, as proposed by KOPT in the Wharfage
schedule and Schedule relating to On-board handling charges. The existing
Wharfage Schedule structure and Schedule relating to On-board handling charges
will continue unaltered.

However, the KOPT is advised to come up with a separate proposal for
rationalizing its Wharfage Schedule and Schedule relating to On-board handling
charges alongwith revenue impact analysis on different commodities. The KOPT
may undertake this exercise in such a manner to maintain revenue neutral
position.

The existing conditionality at Sl. no. 2 of Section 4.2. prescribes wharfage for
coastal cargo at 60% of the rates specified for foreign cargo subject to a maximum
of Rs.50 per tonne. In the proposed arrangement, the KOPT has proposed to
delete ‘subject to a maximum of Rs.50 per tonne’. In reply to a query in this
regard, the KOPT has stated that since the advalorem rates for unspecified
foreign cargo have been done away with, the clause ‘subject to a maximum of
Rs.50 per tonne’, which was inserted for dealing with coastal unspecified cargo
has also been deleted. Based on the explanation furnished by KOPT, the proposal
of KOPT to delete the clause ‘subject to a maximum of Rs.50 per tonne’, is
approved.

For the reasons stated in the preceding paragraph, the deletion of conditionality at
Section 4.11 which prescribes wharfage on unspecified cargo sold by auction/
tender, is also approved.

(XLvi).In the existing Scale of Rates, a note below the Schedule relating to On-board

handling charges, prescribes an additional rate of Re.1/- per tonne towards
cleaning charges for handling coking coal, all types of coke, limestone, sulphur,
rock phosphate and cement in bulk. Now, the KOPT has stated that since cleaning



is not an On-Board activity it has proposed to shift the prescription of cleaning
charge under ‘Miscellaneous Services’. The KOPT has not only proposed to
enlarge the scope of the existing provision so as to include all types of ore and
finished fertilizers, clinkers, sugar, mill scale, pulses, and any other dry bulk cargo,
but has also increased the rate to Rs.2/- per tonne. SAIL has argued that cleaning
charge is incidental to ‘On-board activity’ and hence should not be charged
separately.

It is relevant to note that the KOPT during the proceedings relating to its last
general revision in December 2006 had then proposed to include some more
cargo items to the then existing list of cargo items on which the cleaning charge
would be levied. At that time, this Authority in the Order of December 2006 has
categorically stated that since the KOPT had been handling the cargo proposed to
be covered for levy of cleaning charge even before the review of its tariff without
any additional levy towards cleaning charge, the then existing charges would
therefore cover the service of cleaning also. As such, the then proposed extension
of the then existing provision to cover all types of coal, finished fertilizer and all
types of scraps was not approved.

On the same grounds, the existing On-board charges in respect of all types of ore
and finished fertilizers, clinkers, sugar, mill scale, pulses, and any other dry bulk
cargo would already have included cleaning charge. The KOPT has not proposed
to reduce the ‘On-board charges’ so as to exclude the component relating to
Cleaning charge. As a result, this Authority is not in a position to accord approval
to the proposal of KOPT to bring additional cargo items within the ambit of levy of
cleaning charges.

(XLvii).The KOPT in its proposed draft Scale of Rates has proposed to delete the note
prescribed under Section 5, which provides for rebate in the on-board handling
charge of coking coal when KOPT is not in a position to provide equipment
support. When KOPT was asked to clarify the reason for withdrawing the rebate, it
has stated that it has old pay loaders, and hence it is not in a position to supply
pay loader on-board to any vessel working at HDC except for the two berths,
where contract of equipping have been awarded at HDC. It is understood that the
existing on-board handling rate of Rs.27/- per tonne prescribed for coking coal is
with relation to HDC providing equipment support. Thus, when KOPT is not in a
position to provide pay loaders, the KOPT is correct in deleting the note
prescribing the rebate. However, at the same time, the base rate of Rs.27/- per
tonne prescribed for coking coal which interalia includes the component relating to
providing equipment support, should also be reduced by Rs.2.50 per tonne, being
the rebate allowed in the event KOPT does not provide any equipment assistance.

Thus, in addition to the proposed deletion of the conditionality prescribing rebate
as proposed by the port, the existing rate for coking coal is also reduced by
Rs.2.50 per tonne and the general increase of 8% is given on such reduced rate.

(XLviii).In the existing arrangement, under the Schedule of shore handling charge,
differential rates are prescribed for tippling by wagon tippler incase of thermal coal
and iron ore. Similarly, differential rates are prescribed for manual unloading
incase of thermal coal and iron ore. However, in the proposed Scale of rates, the
KOPT has proposed to have a common rate for tippling by wagon tippler incase of
thermal coal and iron ore and common rate for manual unloading incase of
thermal coal and iron ore, on the ground that operation involved in these two
categories of cargo for either tippling by wagon tippler or by manual unloading is
the same. The KOPT has not furnished any workings/ details to justify the
prescription of a common rate for thermal coal and iron ore. Also, it is not clear
whether the productivity for wagon tippling incase thermal coal and iron ore or
productivity for manual unloading incase thermal coal and iron ore will be similar.
In the absence of requisite details, this Authority is not in a position to approve a
common rate for tippling by wagon tippler incase of thermal coal and iron ore and



(XLix).

common rate for manual unloading incase of thermal coal and iron ore.
Nevertheless, it is relevant to mention here that since the expenses relating to
manual unloading or tippling by wagon tippler incase of thermal coal and iron ore
have already been captured in the Cost statement, no hardship is caused to the
KOPT on account of non-prescription of common rate for tippling by wagon tippler
incase of thermal coal and iron ore and common rate for manual unloading incase
of thermal coal and iron ore. The existing arrangement with differential rates will
continue, subject to the general increase effected in the cargo related charges.

In the Schedule relating to Shore handling charges, there is a rate prescribed for
shore handling of dry bulk cargo (not covered in the Schedule) landed from or
shipped/ to be shipped through Mechanical System. Now the KOPT has proposed
to consider the existing levy to be made applicable when the cargo landed at a
berth is stored at the dedicated storage area of the same berth. At the same time,
the KOPT has also proposed to charge a higher rate when the cargo landed at a
berth is stored in any other storage area other than the dedicated storage area of
the same berth. It appears that the basis for the proposed higher rate is to defray
the expenses to cover the distance between the area where the cargo has landed
and the area where the cargo is transported for storage. From the proposed rates
for this activity, the difference between the lower rate and higher rate is seen to be
Rs.30/- per tonne, presumably to cover a distance a 3 kms. Further, the higher
rate is not leviable when the distance between the berth and storage area other
than the dedicated berth is one km or less as per the new note proposed in this
regard.

From the copy of the document furnished by KOPT with regard to outsourcing of
transfer of cargo between the berth and the storage area other than the dedicated
storage area of the same berth as applicable at Berth no. 2 and 8, it is seen that a
rate of Rs.10/- per tonne is payable in respect of Berth no. 2 and a rate of Rs.3/-
per tonne is payable in respect of Berth no.8 and, the average works out to
Rs.6.50 per tonne. If the distance between the berth and storage area is
considered as 2 kms, the cost payable by the KOPT to the contractor for
transportat