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Tariff Authority for Major Ports

G No. 158 New Delhi , 10 June 2010

NOTIFICATION

In exercise of the powers conferred by 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 received from the Mormugao 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/57/2008-MOPT

Mormugao Port Trust --- Applicant

O RDER
(Passed on this 14" day of May 2010)

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

2. The existing Scale of Rates of the Mormugao Port Trust (MOPT) was last
approved by this Authority vide Order dated 30.10.2006. The validity of the SOR is prescribed till
31 March 2009.

3. The MOPT has vide letter dated 23 December 2008 filed its proposal for general
revision of its Scale of Rates (SOR) in the prescribed format along with draft SOR.
4.1. The highlights of proposal filed by the MOPT are explained hereunder:
M. The main reasons warranting revision in tariff for the year 2009-10 to 2011-12 are:
(). To cover the rising the cost of operation from individual segments by

applying cost recovery principles.

(ii). To generate adequate internal resources to meet with growing
requirements for creation and upgrading the existing port infrastructure.

(m. Cost statements:

(). Total traffic handled during the year 2007-08 is 35.13 Million Tonnes (MT)
as against the installed capacity of 30 MT. As per the Revised Estimates,
the port expects to handle 35.5 MT in the year 2008-09, which includes
the traffic of 4.5 MT of cargo expected to be handled by the terminal
operator namely South West Port Limited (SWPL).

(ii). Income and expenditure for the years 2008-09 and 2009-10 are as per RE
2008-09 and BE 2009-10 respectively. For the subsequent years 2010-11
to 2011-12 annual escalation @ 5.45% has been applied on the operating
cost over the estimates of the previous year.

(iii). In compliance with the guidelines Escrow Account is maintained and few
assets have been funded / earmarked for funding from this account. The
details of the balance in the Escrow account are as below:

(Rs. in lakhs)

Sl. Particulars 2007-08 | 2008-09 | 2009-10 | 2010-11 | 2011-12
No.

(). | Balance as on the | 712.71 1432.89 | 1763.52 723.52 461.52
last day of the
financial year

(i). | Additions during | 720.18 | 1330.63 | 1260.00 | 1238.00 | 1349.00
the year

(iii). | Investment from 0.00 1000.00 | 2300.00 | 1500.00 0.00
Escrow Account for
creation /
modernisation  of
port infrastructure

(iv). | Balance as on last | 1432.89 | 1763.52 | 723.52 461.52 | 1810.52
day of the financial
year




4.2.

(iv).

(V).

(vi).

(vi).

ROCE @ 16% and 6.35% on the business and business related assets
respectively has been considered as per the tariff guidelines.

(a). The additions proposed to the Gross Block of assets during the
years 2009-10 to 2011-12 are Rs.4282.73 lakhs, Rs.8246.50
lakhs and Rs.4918.00 lakhs respectively. The MOPT has
furnished the details of the proposed additions during the three
years.

(b). The port has submitted that the Capital projects and infrastructural
developmental schemes were funded from its internal resources,
without any financial assistance from Government or other
corporate agencies. The Mechanical Ore Handling Plant (MOHP)
which was installed way back in 1978/1979 has rendered more
than its useful life and due for replacement. It has been decided
to revamp the entire MOHP in a phased manner at a total cost of
Rs.221 crores. The plan expenditure has been projected at Rs.71
crores, Rs.150 crores, Rs.117 crores for the next three years from
2009-2010 to 2011-12 respectively. The internal resources are
not sufficient to fund the capital scheme. The port has to borrow
huge loan to meet the requirement.

For meeting the pension liability accrued upto 31 March 2006 the
Authority has approved in the last tariff revision exercise a special levy of
7% on all the charges notified in the SOR. The special levy was to be
levied from 26.12.2006 till 31.3.2009.

The port has earned Rs.432.15 lakhs and Rs.1312.41 lakhs during the
year 2006-07 and 2007-08 and estimates to earn Rs.1358.49 lakhs upto
31.3.2009. The pension liability as on 31.3.2008 per the actuarial
valuation, done by the LIC at the request of the port, is Rs.35287 lakhs
(as per its Report dated 13 October 2008 and 24 November 2008). The
balance in the pension fund as on 31.3.2008 is Rs.19381.81 lakhs.
Further, as the wage structure of the port is due for revision, the pension
liability will increase on implementation of the revised wage structure.
Therefore, in anticipation of the approval by the Authority income from this
tariff item is recognised at the existing level.

The liability towards the gratuity payment as on 31.3.2008 is Rs.3538.37
lakhs as on 31 March 2008 as per the report of the LIC dated 6 October
2008. The liability is stated to increase further after implementation of the
revised wage structure. In view of that it has proposed to contribute
Rs.250 lakhs per year during the year 2009-10 to 2011-12.

It has furnished cost statement for the port as a whole and for different principal
activities and sub-activities. The overall surplus/ deficit position of the main activities/sub-activities

and the tariff hike proposed is tabulated below:

Sl. Activities / Surplus/deficit Surplus/deficit Surplus/deficit Total Average Tariff
No. sub- 2009-10 2010-11 2011-12 surplus/ % revision
activities deficit proposed
(Rs.in % of (Rs.in % of (Rs.in % of (Rs.in % of
lakhs) income lakhs) income lakhs) income lakhs) income
1. Port as a | -5732.30 -22.21% | -6668.17 -24.52% | -8201.48 -29.33% | -20601.95 -25.35%
whole
2. Cargo/ -2240.76 -14.66% | -2902.79 -18.21% | -4369.04 -26.89% | -9512.59 -19.92%
container
handling
activity
(i).0Ore -3666.85 -37.34% | -4692.09 -46.96% | -6190.72 -61.12% | -14549.66 | -48.47% | 40% hike
handling
activity
(a). MOHP -5388.10 -84.34% | -6582.74 -97.92% | -8218.92 | -116.19% | -20189.76 | -99.48%




(b). Ore at | 1721.25 - | 1890.65 - | 2028.20 - 5640.10
stream
(ii).General 60.52 3.87% 135.77 8.07% 146.11 8.41% 34.24 6.78% | No hike
cargo
(iii).wareho -179.92 | -268.54% | -177.93 -265.57% | -169.74 | -249.62% | -527.59 | -261.25% | 40% hike
using
(iv).POL 670.18 | 77.48% 700.60 77.50% 730.76 | 77.49% | 210154 | 77.49% | No hike
(v).CHLD 875.31 | 29.52% | 1130.87 34.31% | 111456 | 33.05% | 3120.74 | 32.29% | No hike
Vessel -3979.20 | -54.26% | -4247.40 -53.51% | -4365.18 | -52.78% | -12591.78 | -53.52% | 40% hike
related
activity
(i).Berthing 781.15 | -32.17% | -825.33 -32.88% | -71351 | -27.08% | -2319.99 | -30.71%
& Mooring
(ii).Pilotage | -1412.65 | -38.22% | -1175.50 -28.54% | -1245.63 | -29.25% | -3833.78 -32%
&Towing
(iii).Port -1588.49 | -134.54% | -2042.76 -159.71% | -2192.83 | -162.69% | -5824.08 | -152.31%
Services
(iv).Water -196.90 | -690.89% | -203.82 -679.39% | -213.21 | -710.71% | -613.93 | -693.64%
supply
Railway 1118.96 | 48.82% | 1200.86 50.16% | 1302.06 | 52.21% | 3621.88 | 50.40%
Estate -631.31 | -70.01% | -718.82 -77.63% | -769.39 | -80.88% | -2119.52 [ -76.17% | 40% hike
4.3. To summarise, increase / decrease in tariff proposed by the MOPT is given below:

(). The sub-activities viz. General Cargo, POL and Cargo Handling Labour activity

are self-supporting and are in surplus. As such, no upward revision of rates is
proposed for these activities.

(ii). The ore handling activity at port is in deficit to the extent of 48.48% whereas Ore
handling at MOHP is in deficit to the extent of 99.49%. The upward revision @
40% is proposed in respect of wharfage on ore/ pellets other than MOHP including
handling charges at MOHP.

(iii). The principal activity Port and Dock charges for Shipping is in deficit by (-)
53.52%. The cross-subsidisation is allowed within the sub-activities and taking
into consideration the anticipated appreciation in rupee value and also what the
trade can bear, a upward revision of 40% is proposed in the existing Port and
Dock charges.

(iv). In accordance with Clause 2.16.1 of tariff guidelines, a rebate @ 25% on CHLD
levy on cargo handled at Mooring Dolphins has been allowed for a period from
November 2008 to April 2009 under Trade Promotion Scheme subject to review
thereafter. The rebate allowed on CHLD levy was with the intention to retain the
existing traffic as traffic was diverted to Panaji Port during the fair season of
previous year where tariffs are comparatively low.

(V). The activity of Estate Rentals and Warehousing are the supporting activities to
Cargo Handling and Storage and therefore, a revision 40% is proposed in the
existing rates as against the required rate of (-) 76% and (-) 261% respectively.

(vi). The existing note no.3 under Schedule C Storage charge about exemption of
penal rent during the monsoon period is proposed to be deleted on the grounds
that otherwise the port users do not evacuate the cargo for a longer period.

(vi).  The license fee for land situated at Dabolim is proposed to be introduced in the
Estate rental.

(viii).  Hire charges for some of the equipment prescribed in the existing Scale of Rates
are proposed to be deleted as they are not available with the port for hire.

(ix). At the proposed tariff, the port estimates to earn addition average revenue of
Rs.67 crores per year during the years 2009-10 to 2011-12. It has, however,
requested the Authority to consider the net deficit of Rs.76 crores accumulated
during the period 2006-07 to 2008-09 while deciding the present proposal.




(x). The Railway rates are out of jurisdiction of TAMP. However, no increase in the
existing rates is proposed as the principal activity is self sufficient.

5.1. In accordance with the consultation process prescribed, the proposal dated 23
December 2008 received from the MOPT was circulated to the concerned users / organisation
bodies seeking their comments. The comments received from users / organisation bodies were
forwarded to MOPT as feedback information. The MOPT has furnished its comments on the
comments of the users / organisation bodies.

5.2. Apart from the above comments on the observation made by the users/ user
association, the MOPT has made general comments which are summarised below:

(). The port is recently informed by the Trade that the exporters were apprehensive
about export of iron ore for the current financial year 2008-09 and as such port
was compelled to keep the target of iron ore at 28.45 lakhs Million Tonnes for RE
2008-09. However, MOPT is expected to handle about 35 lakhs tonnes of iron ore
during the year 2008-09. Though it is necessary to clarify that there will be only a
marginal increase in the revenues from handling iron ore, as the quantity handled
at Berth No.9 (MOHP) is only marginally higher than that of 2007-08, and less
than that of 2006-07. In any case the levels of iron ore quantities handled in 2008-
09 are not expected to be sustained in 2009-10 and thereafter.

(ii). There was a huge demand for iron ore in China market and the prices of iron ore
had touched the sky during the recent past. Such boom conditions had continued
for many years, but no benefit was passed on by the Trade to MOPT despite huge
gains. This is only for information of the Authority.

(iii). It has already been decided by the Port to revamp the entire MOHP in a phased
manner at a total cost of Rs.221 crores. The Port has to incur heavy expenditure
on ongoing Plan Schemes without budgetary support from the Government, even
for expansion and modernization of the Port, the benefits of which are also
enjoyed by the Trade in a short and long term period by reducing cost and
increasing efficiency. Just by way of an example, completion of the balance 5.2
kms of the 4 lane NH-17B, which is necessary to provide proper road connectivity
to MOPT, alone will require MOPT to contribute an additional Rs.60 crores to the
SPV of NHAI and MOPT during financial years 2009-10 and 2010-11. This huge
amount will drain the revenues of MOPT.

(iv). It is also noteworthy that the Major Port Trusts are now brought under Income Tax
net, and thus reducing the internal resources at the disposal of the Port to meet
the execution of Plan / Non-plan schemes.

(V). The additional outgo on account of enhancement of wages and remuneration of
the Port workers and officers, consequent upon wage revision w.e.f. 1 January
2007 will be a huge burden on the Port’s revenues, and will severally impact its
developmental plans.

(vi). It is needless to mention here that the Authority will evaluate the proposal in
accordance with tariff guidelines prescribed for the revision of Scale of Rates
which is based on the cost plus approach adopted by the Authority.

6.1. Based on a preliminary scrutiny of the proposal, the MOPT was requested vide
our letter dated 23 April 2009 to furnish additional information / clarifications. The MOPT vide its
letter dated 27 June 2009 has furnished the additional information / clarifications sought by us.
The MOPT has also furnished revised cost statements for the years 2009-10, 2010-11 and 2011-
12, revised draft (proposed) Scale of Rates and various documents with reference to the capital
expenditure projections.



6.2.

A summary of the queries raised by us and the clarifications furnished by the
MOPT are tabulated here below:

Sl.
No.

Queries raised by us

Reply received from MOPT

FINANCIAL / COST STATEMENTS:

@)

The total traffic estimated in the cost
statement for the year 2008-09 is 35.50
million tonnes based on the projections made
in the revised estimates 2008-09. (Reporting
by Business Line dated 9 April 2009 and
Indian Ports Association website state that the
port has handled 41.68 million tonnes in the
year 2008-09.) Since the year 2008-09, is
already over, the figures for the year 2008-09
may be updated with the actuals available
with the port based on provisional accounts.
The estimates for the subsequent years may
also be modified based on the 2008-09
actuals. While doing so, a copy of the draft
Annual Accounts considered for updating the
estimates of 2008-09 with the actuals may
please be forwarded.

Draft Accounts for the year 2008-09 and
modified estimates are furnished.

Q). 0.

Confirm whether the traffic forecast for the
financial years 2009-10 to 2011-12 is in line
with the target fixed by the Ministry and the
projections for the succeeding years are in
accordance with the five years / Annual plan
and current expected growth. The reasons for
deviation, if any, in the traffic estimation
considered in the cost statement from the
projections made in the 5 year plan / annual
plan may be explained.

The traffic projection for the five year plan
period was 39.24 MMT; 41.69 MMT; 44.55
MMT for the years 2009-10 to 2011-12
respectively as against 43.10 MMT; now
considered in the revised proposal for all the
three years. The traffic of iron ore is pre-
dominant at this Port. It depends on
demand/price for iron ore in international
market. In the revised budget estimates
2008-09, Port had fixed the iron ore traffic of
28.45 MMT in the original proposal. The
GMOEA was apprehensive about the higher
target fixed for iron ore on account of
meltdown of global economy but due to
external factors in international trade, the
actual iron ore traffic increased to 33.81 MMT
during 2008-09. In the present proposal iron
ore is considered at 34.8 MMT for all the 3
years, i.e. 2009-10, 2010-11, and 2011-12.

(ii)-

The traffic estimates in Form 2B include traffic
projections of the port as well as the private
operator South West Port Limited (SWPL).
Please furnish break-up of the actual traffic
handled by the port and by SWPL separately
for the years 2006-07 to 2008-09 and
estimates for the years 2009-10 to 2011-12.
The basis on which the traffic estimation of
the SWPL is considered in the cost statement
may also be explained.

The actual traffic handled by the Port and by
SWPL for the years 2006-07 to 2008-09
including estimates for the year 2009-10 to
2011-12 are furnished below:

(in million tonnes)

Year Port SWPL | Total

2006-07 30.22 4.02 34.24

Actual 2007-08 30.94 4.19 35.13
2008-09 37.05 4.63 41.68

2009-10 38.10 5.00 43.10

Estimated 2010-11 38.10 5.00 43.10
2011-12 38.10 5.00 43.10

The traffic estimates of SWPL is 50 lakhs
tonnes as per statement furnished by them.
The revenue expected is Rs.12 crores every
year. As per agreement with SWPL, the
licencee should pay Rs.1200.20 lakhs per
year for 50 lakhs MGT.




(ii).

The cargo traffic estimated in Form 3A (which
perhaps refers to the traffic of the port
exclusively) is 35.05 million tonnes for each of
the years 2009-10, 2010-11 and 2011-12.
The reasons for not estimating any growth in
the traffic of the port during the years 2010-11
and 2011-12 may be justified in the light of the
fact that the past trend show that the port has
achieved 18% growth in the traffic in the year
2008-09. Even during the year 2007-08 when
one of ship loader (out of the two) at
Mechanised Ore Handling Plant had
collapsed and the port was operating with only
one ship loader for almost six months i.e. from
July 2007 to 11 January 2008, the port has
reported a growth of 2.5% in traffic. The port
may, therefore, review the estimates of traffic
for the years 2009-10 to 2011-12 with
reference to the past trend of traffic growth
achieved by the port and also recognising
additional investments proposed to be made
by the port during these years. It may be
necessary to capture the effect of PPP
projects to be commissioned in near future.
Consequently, the estimates of income and
expenditure may also be suitably modified.

The traffic of 35.05 million tonnes indicated in
Form 3A is the designed capacity. Traffic
estimated in the original proposal for 2009-10
to 2011-12 is 37.50 Million tonnes, 40.40
million tonnes and 41.75 million tonnes
respectively and thus growth over 2009-10 is
considered. Iron Ore market is prone to
volatility which was observed during 2008-09,
when there was sudden slump in August
2008, even achievement of 35 million tonnes
was considered unlikely as per indication
given by GMOEA. Traffic recovered due to
continuity in exports by some leading
exporters. However, considering the present
trend and expected growth in traffic, estimates
of income and expenditure has been modified.
The proposed PPP project, viz. development
of a Mechanical Coal Terminal at Berth No.7
is envisaged to be operational only after
October, 2012, hence revenue estimates is
not considered in the proposal. The total
traffic considered for the 3 years, including
2009-10 is 43.1 million tonnes, as the
infrastructure additions will become operation
only after March, 2012. The new Mooring
Dolphins will at best add 1.5 million tonnes
per annum.

(iv).

The actual coal traffic handled by the MOPT
in the year 2008-09 may be indicated. The
reasons for estimating drop in the traffic of
coal during the years 2009-10, 2010-11 and
2011-12 with reference to the actual coal
traffic handled by the MOPT in the year 2007-
08 may be explained.

The coal traffic handled by the Port during for
2008-09 was 0.96 million tonnes as against
1.31 million tonnes during 2007-08. The
reasons for drop in coal traffic are mainly the
resistance from the residents of Goa, and
further due to the Goa State Pollution Control
Board imposing restrictions, which severely
curtails the coal handling capability of MOPT.

3). ().

Furnish an analysis of average dwell time of
cargo for the past two years 2007-08 and
2008-09. Average dwell time considered for
estimating the demurrage and storage income
for the years 2009-10 to 2011-12 may also be
indicated.

Dwell time for the years 2005-06 to 2008-09 is
furnished cargo-wise. It is not appropriate to
estimate demurrage and storage income for
the years 2009-10 to 2011-12.

(ii)-

The foreign exchange rate considered for
computation of dollar denominated tariff may
be indicated.

Exchange rate considered in the original
proposal was Rs.48 per US $. The revised
proposal is based on exchange rate of Rs.46
per US $.

(i)

The MOPT has filed a separate proposal for
rationalisation of storage charges for open
and covered storage area. The additional
income likely to accrue from the rationalisation
proposed in storage charge may be estimated
with reference to the traffic projections made
in the general revision proposal for the three
years 2009-10 to 2011-12. Furnish detailed
computation of the income at the existing tariff
and the proposed tariff in line with the format
given while raising the queries with reference
to the MOPT proposal on rationalisation of
storage charge.

Hardly any additional revenue is expected
from the proposal for rationalisation of storage
charges for open and covered storage area.
This is being proposed more as a deterrent to
the shippers to discourage them from using
the limited Port storage areas for stacking
cargoes for longer period of time. The coal
traders indulge in speculation at the expense
of occupying valuable and extremely limited
stacking area of MOPT.




(iv).

Detailed computation done by the MOPT for
estimating the income for the years 2009-10
to 2011-12 at the existing tariff level as well as
proposed tariff level may also be furnished.

Detail income computation is furnished.

(4). (0)-

Please indicate where the revenue share
receivable from South West Port Limited is
considered in the consolidated cost
statement. Revenue share receivable from
South West Port Limited may be shown
separately in the consolidated cost statement
as well as main activity / sub-activity cost
statement.

As per tariff guidelines for fixation of tariff the
revenue share from South West Port Limited
is not accounted in the consolidated cost
statement. As desired, revenue share from
SWPL has been indicated in statement.
However, this element is not considered for
computing net surplus/deficit in the rates
revision exercise. Revenue Share from
SWPL is part of the Cargo Handling Income,
but not shown under the Operating Income in
Form No.3A as per tariff guidelines.

(ii)-

The R.E. 2008-09 and B.E. 2009-10 shows
reduction in the revenue share income from
South West Port Limited at Rs.1200 lakhs in
each of the years 2008-09 and 2009-10 as
against actual revenue share of Rs.1278.96
lakhs earned in the year 2007-08. The
reasons for estimating reduction in the
revenue share income may be explained.

As per agreement with SWPL, the licensee
has to pay Rs.1200.20 lakhs per year for
minimum guaranteed throughput of 50 lakhs
tonnes per year. SWPL considers the year of
agreement from 7" November to 6"
November of the corresponding year while
paying revenue to the Port. Accordingly,
Rs.1278.96 lakhs was accounted for 2007-08
as against Rs.1195 lakhs for the year 2008-
09. The statement indicating the revenue
received from SWPL for the years 2007-08
and 2008-09 is furnished. Based on the
projection of 5 MMTPA made by SWPL, the
revenue share cannot exceed Rs.1200.20
lakhs.

(iil).

The actual revenue share earned from the
South West Port Limited during the year
2008-09 may be indicated. The estimates for
the subsequent years may be modified in line
with the traffic projections made by the South
West Port Limited (SWPL). Please furnish
detailed computation of revenue share
estimation receivable from the SWPL. In this
context, it may be noted that the traffic
estimated by the South West Port Limited in
its last general revision of its Scale of Rates is
6.5 million tonnes for the year 2009-10.

The actual revenue share earned from SWPL
for the year 2008-09 was Rs.1195 lakhs.

(5).

Clarify how the income from the ELTS
scheme is treated in the cost statement. The
MOPT has been advised to maintain separate
account for the income earned from the ELTS
and all the incremental expenditure incurred
to improve the productivity so that a clear
picture of the net impact on the port as a
result of productivity improvement emerges.
Please furnish the details of the separate
account maintained by the MOPT in this
regard for the last three years i.e. 2006-07 to
2008-09 and reasonable estimates for future
2009-10 to 2011-12.

The supplementary berth hire/anchorage
charges under ELT Scheme is falling as part
of income under sub-activity Berthing and
Mooring. (Accounting Code 102, Sub-code
437 and Code 102, Sub-code 438.) Similarly,
rebate under this scheme is also accounted
under Berthing and Mooring. The ELTS
account for the last three years i.e. 2006-07 to
2008-09 is furnished alongwith estimates for
period of 2009-10 to 2011-12. The ELTS
Scheme has resulted in net loss of Rs.76.71
lakhs over the years 2006-07, 2007-08 and
2008-09 to the port. The implementation of
this scheme is difficult in view of the
obsolete/outdated MOHP which is restricted
for operation only upto 70% capacity, though
we are flogging it and somehow facilitating a
higher throughput.




(6).

Expenditure (Form 3B):

).

The MOPT has stated that the operating cost
has been escalated @ 5.45% p.a. over the
actuals / estimates of the previous year. It is,
however, observed that increase in the cost
item varies in the range of 6% to 20% for
some of the cost items during the year 2009-
10 to 2011-12 (though no traffic growth is
estimated) and even more than 60% in the
year 2008-09 over the actuals/ estimates of
the respective previous years. As per clause
2.5.1. of the tariff guidelines, the expenditure
projections may be made with reference to the
current movement of the Wholesale Price
Index for all commodities and adjusted for
traffic growth, if any, while furnishing the
revised cost statements.

(a). Expenditure on items like dredging do not
move on market indices. Rates have moved
from Rs.30 per cubic mtr. to Rs.59 per cubic
mtr. within a span of 2 years. Maintenance
Dredging costs in 2009-10 are likely to be
Rs.70/- per cubic metre as per budgetar}:
quotes. The Tender is to be opened on 9'
July, 2009. For the years 2010-11 and 2011-
12, the quantity of Maintenance Dredging is to
increase from 4 million cubic metre per annum
to 4.8 million cubic metre on account of capital
dredging at the mooring dolphins in 2009-10.

(b). Similarly, power cost is dependant on
naphta cost and varies from month to month.
Power cost had gone up as high as Rs.19.37
per unit in August, 2008.

(c). The operating expenditures for 2009-10 to
2011-12 is estimated after considering
individual type of expenditure and the
prevalent market conditions. The detailed
typewise expenditure for the period 2006-07
to 2011-12 is furnished.

(d). In the projected cost statement, we have
to adopt the same method for escalation. The
average escalation at 7% over the previous
year excluding depreciation is extremely
reasonable. In fact, average escalation @ 7%
p.a. on yoy basis is on the lower side, in our
opinion, as is borne out by the actuals for
2006-07, 2007-08 and 2008-09.

(ii)-

While disposing the last tariff revision
proposal in October 2006, the MOPT had
stated that the provision for wage revision will
be made from the year 2007-08 onwards.
Please indicate the provision for wage
revision made in the Annual Accounts 2007-
08 along with the basis followed for estimating
the same.

Likewise, the actual salaries and wage cost
incurred during the year 2008-09 and
provision for wage revision may also be
indicated.

The Wage Revision is due from 1.1.2007.
For the period from 1.1.2007 to 31.3.2008 a
provision @ 20% (Rs.1250 lakhs) was made
towards wage revision. Further, for the year
2008-09 a provision @ 25% was made. This
is based on the fact that during the BWNC
wage negotiations, the Management side
(IPA) has accepted a minimum increase of
33% on basic pay. Thus, even though, the
BWNC negotiations are not yet finalised, at
the worst this minimum enhancement will be
given. The basis followed in our estimates is
the actual salary for the relevant years. The
actual salaries and wages for the year 2008-
09 including PLB/PLR, incentive, leave
encashment was Rs.80.62 crores, and a
provision has been made @ 25% towards
wage revision amounting to Rs.16.80 crores.

(iil).

Power and Fuel Cost:

(a). The increase estimated in the power
cost by 34% and fuel cost by 60% in the year
2008-09 over previous years actuals may be
justified with reference to 10% growth
estimated in the traffic level (in the cost
statement furnished by the MOPT) and the
inflation level of the year 2008-09.

(@), (b) and (c) MOPT has entered into an
agreement with RSPCL for supply of power.
As per an agreement, power cost varies
proportionate to cost of naphta in the market.
RSPL is a naphta based power plant.
Therefore, cost per unit has varied from Rs.7
per unit to Rs.19.37 per unit depending upon




(b). The actual expenditure on power
incurred during the year 2008-09 may be
indicated and the estimates for the
subsequent years may be suitably modified.
As stated earlier, the annual escalation may
be considered at the current Wholesale Price
Index and adjusted for traffic growth, if any,
likely to be projected by the MOPT as per the
provisions stipulated in the tariff guidelines.

(c). The unit cost of power and fuel
presently procured by the MOPT along with
the total consumption made by the port during
the years 2007-08 and 2008-09 and estimates
for the future period 2009-10 to 2011-12 may
be updated in Form 3B.

(d). The sum of power and fuel cost
considered in the cost statement is
Rs.2131.13 lakhs as against Rs.2181.97
lakhs reported in the Annual Accounts for the
year 2007-08. Likewise, the repairs and
maintenance cost and insurance cost
considered in the cost statement for the year
2007-08 do not match with the repairs and
maintenance cost reported in the Annual
Accounts. Similar variations are also found in
the cost items considered in the cost
statement and the estimates of RE 2008-09 /
BE 2009-10. The reasons for these variations
may be explained and, if necessary, the
estimates may be modified.

cost of naptha. Therefore, increase based on
WPI will not be realistic. The main determining
factor is cost of naptha, whereas cost of POL
products constitutes a very small component
of WPI Details of unit cost of power is
furnished. The total consumption of power
and expenditure thereon have been furnished
in Form 3B. Though, the consumption has
remained more or less at the same level, the
aggregate cost of power to MOPT has gone
up to Rs.21.26 crores during 2008-09 from
Rs.18.02 crores during 2005-06.

(d). In the note to the Annual Accounts,
expenditure by type are indicated e.g. salaries
and wage, repairs and maintenance,
insurance as prescribed by Billimoria Report.
On the other hand in the cost statements, this
expenditure is segregated into operating
expenditure and management and general
expenditure. E.g. expenditure on power for
the year 2007-08 was Rs.1989.05 lakhs
(type). This includes Rs.1932.32 lakhs on
cargo handling and storage, Rs.16.95 lakhs
on Estate Rentals and Rs.39.78 lakhs on
Management and General activity. Thus, in
view of the different ways of presentation,
both the accounts (Annual Accounts,
Expenditure vis-a-vis cost statements), the
figures will not be the same.

(iv).

(a). The port has not explained any
reasons for estimating the repairs and
maintenance cost to increase by 49% in the
year 2008-09 over the actuals reported in the
year 2007-08 may be explained. As stated
earlier, the port may update the cost
statements with the actual expenditure
incurred during the year 2008-09 and also
modify the estimates for the subsequent years
if required.

(b). The basis of estimating the repairs
and maintenance cost during each of the
years 2009-10 to 2011-12 may be explained
along with the detailed computation thereof.

(a). The estimated expenditure on repairs and
maintenance is made based on repairs and
maintenance works likely to be taken up
during the next years. This includes plant and
machinery, residential quarters, roads,
wharves, Dberths, flotilla, administrative
buildings, etc. The higher expenditure on R &
M was proposed during 2008-09 to take up
the repair works at MOHP, at General Cargo
Berths, Port crafts residential quarters. The
MOHP is 30 years old plant. The Consultant
has advised to operate at 70% rated capacity
but port is operating more than the rated
capacity. The Port has to incur expenditure
on R & M to upkeep the assets in good
working conditions. The cost statements for
2008-09 have been updated. The actual
expenditure for 2008-09 was Rs.15.31 crores.
The work projected could not be taken up
during 2008-09 for delay in tendering process.
This will be taken up during the current year.

(b). At the time of preparation of Budget
Estimates, various repair works to be taken up
are given by Civil and Mechanical Engineering
Departments and the same are considered.
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In this regard, it may be relevant that the
MOHP would be revamped during this period
at a considerable capital cost.

(c). The MOPT has reported that there
was major repairs and maintenance expense
to one of the ship loaders during the year
2007-08 which has been charged to the Profit
and Loss account of that year. Please
indicate the expenditure incurred by the port
for re-commissioning the ship loader in the
year 2007-08 and also clarify that such one
time major expenditure is excluded/adjusted
while estimating the repairs and maintenance
cost for the subsequent years 2009-10 to
2011-12.

The estimated repairs and maintenance
expenditure for the 3 years under
consideration also takes into account the
recommendations of the Consultants who
have advised extensive repairs and changing
of spare parts of the outdated MOHP (more
than 30 years old) and other old equipments.
The revamping of the MOHP is estimated to
cost over Rs.450 crores. In the absence of
funds, MOPT is trying for Japanese loan.
Thus, the old equipment will continue running
till at least 2012. Hence repair and
maintenance costs will be huge.

(c). Expenditure on replacement of ship loader
in 2007-08 was Rs.82 lakhs. It was an
unforeseen expenditure. No such
expenditures are considered in the proposal.

(V).

(a). The dredging cost is estimated to
increase by 61% in the year 2008-09 over the
actuals reported in the year 2007-08. Please
furnish the actuals and explain the variation, if
any.

(b). The unit rate of dredging in the last
two years 2007-08 and 2008-09 and the rate
adopted for estimating this cost item during
the years 2009-10 to 2011-12 and the
quantum of silt to be dredged may be updated
in Form 3B.

(a). In the past two years, severe shortage of
dredgers is experienced and therefore there is
abnormal increase in dredging rate. During
2007-08, dredging tender had to be invited
twice to have atleast 2 bidders. Thus,
dredging rate is market driven. The actual
expenditure for 2008-09 was Rs.2180 lakhs.

(b). The quantum of silt to be dredged and
unit rate has been updated. The dredging
cost is expected to be in the region Rs.70/-
per cubic metre for maintenance dredging for
4 M.T in 2009-10. Since capital dredging is to
be carried out in 2009-10, the quantities to be
dredged for maintenance dredging in 2010-11
and 2011-12 will be 4.8 cubic metre. The
expected rate is Rs.80/- and Rs.85/- per cubic
metre respectively for the next 2 years.

(vi).

Since the estimates for the years 2009-10 to
2011-12 are based on the 2008-09 position,
the MOPT is advised to update all the
expenditure items with reference to the
actuals for 2008-09 and suitably modify the
estimates for the subsequent years applying
the current Wholesale Price Index and
adjusted for the traffic growth as per the tariff
guidelines.

The actual figure for the year 2008-09 have
been updated in the prescribed formats.
Consequently, figures for 2009-10 to 2011-12
are appropriately updated applying WPI
wherever applicable and on market
information wherever actual data are
available, like dredging, power cost, etc.

(7).

Finance and Miscellaneous Expenditure

(EME):

Note 6 of the format prescribed by this
Authority states that Pension payment made
by the port to the extent it is not drawn from
the fund and the contribution made to the
pension fund relevant to current year towards
pension liability of existing employees based

(a). The Special Rate (Pension Levy) at 7%
was sanctioned by the TAMP in the last
revision of Scale of Rate so as to build the
Pension Fund. The effort is therefore to create
a self sustaining Pension Fund at the earliest.
The actuarial valuation of pension liability of
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on the actuarial valuation is to be considered.
From the break up of Finance and
Miscellaneous Expenses furnished by the
MOPT, it is wunderstood that the total
estimated pension payment are claimed as
expense in the cost statement for the years
2008-09 to 2011-12.

The port has estimated to contribute Rs.3000
lakhs to the Pension Fund in each of the
years 2008-09 and 2009-10 (as per RE 2008-
09/ BE 2009-11). The income estimated to be
generated from the levy of the existing special
rate is Rs.1358.49 lakhs in the year 2008-09,
Rs.1436.66 lakhs in the year 2009-10,
Rs.1593.30 lakhs in the year 2010-11 and
Rs.1627.98 lakhs. Inclusion of the differential
between the total estimated contribution to the
Pension fund and the amount likely to be
recovered from the Pension Fund Levy in the
cost statement will defeat the objective of
introducing a separate Pension Fund levy as it
will perpetuate the shortfall in the Pension
Fund in regular tariff which is not in line with
clause 2.5.2. of the tariff guidelines.

the employees and pensioners worked out by
LIC in 2008 was Rs.352.87 crores subject to
increase due to wage revision. The actuarial
valuation would now be in the region of
Rs.500 crores after wage revision. The
pension payments are charged to Profit and
Loss Account.

(b). The actual pension payments for the year
2008-09 was Rs.31 crores, and further the
contribution to the pension corpus was of
Rs.28 crores for 2008-09. The closing
balance of Pension Fund as on 31.3.2009 is
now Rs.229.58 crores. This has to be built up
to Rs.500 crores at the earliest.

(c). It has been decided by the Port not to
withdraw from the Fund, till sufficient amount
of corpus is build up to meet the liability. If on
the other hand, the income from the fund was
utilised for making the pension payments, we
will take an inordinately long period to reach
the requisite actuarial valuation.

(d). On the other hand, Gratuity payments are
met from the Gratuity Fund itself during the
year 2007-08 and 2008-09. After the
proposed contribution of Rs.2.5 crores per
year for the next two years, the gratuity fund
will become self sufficient from 2012 onwards.

(ii). Confirm that the one time expenses like | One time expenses like arrears in wages/VRS
arrears in  wages [/ pension, VRS | compensation etc. are not considered in the
compensation, etc., are not included in the | proposal.
cost statement for tariff revision as per clause
2.5.2. of Revised Tariff Guidelines.

(8). Please indicate where the income from | Refer to Sr. No.'A' | iron ore, wharfage and
wharfage on ore loaded in stream / over-side | handling charges for Form — 2B. The income
and special charges on transhipper for | from wharfage on ore loaded in stream
primary loading / uptopping of the vessels are | overside and Special Charges on trashippers
considered. for primary and uptopping of vessels are

considered. However, as mentioned
elsewhere, the increase in revenue on
account of increase in handling iron ore at
mid-stream, is marginal, virtually negligible on
account of low wharfage on such cargo
handling.

9). (). Justify the reasons for estimating the | (i). The current proposal, which is a revision of

17.4% increase in the operating expenses in
the cargo handling activity and 40% increase
in the vessel related activity in the year 2008-
09 over the actuals reported in the previous
year. Likewise, also explain the reasons for
the share of allocated Management and
General Overheads to increase by 9.13% in
the cargo handling activity and 40.48% in the
vessel related activity in the year 2008-09
over the previous year actuals.

the proposal sent in December, 2008 is based
on actuals for the year 2008-09. The major
expenditure considered for 2008-09 compared
to actuals of 2007-08 are wage revision,
higher cost of maintenance dredging and
increase in expenditure on power, medical,
etc. The expenditures by type are furnished
in statement VII. It may please be noted that
the actual expenditure for 2008-09 Rs.219.78
crores confirms for the estimated expenditure
of Rs.219.41 crores furnished in the original
proposal.
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(ii). Explain the reasons why the repairs
and maintenance cost for general cargo sub-
activity, port services, CHLD, etc. is expected
to be reduce in the year 2009-10 over the
estimates of the previous year while it
increases in some other activities. The basis
of allocation of repairs and maintenance cost
for each of the activities / sub-activities may
be explained.

(ii). Some of the repairs and maintenance
work of plant and machinery, administrative
building, wharves, craft, quarters are taken up
biannually and some are taken up annually
e.g. repairs to flotilla are being carried out
once in two years. The cost of repairs and
maintenance is not allocated but it is directly
charged to respective cost centre under the
principal/sub-activity. Hence, the cost of
repairs and maintenance in 2009-10 may be
marginally lower than that of 2008-09.
However, the same will go up in 2010-11.

(20). | (). The basis of allocation of | (). & (ii). It is confirmed that the general

management and general overhead, Finance | instruction given in Form 5 of the cost Format
and Miscellaneous Income and Finance and | have been followed for allocation of
Miscellaneous Expenditure between various | management and general overhead, finance
activities / sub-activities may please be | and miscellaneous income and Finance and
indicated. Also, confirm whether it is in line | miscellaneous expenditure including
with the General Instructions given in Form 5 | preparation of cost statement for principal
of the cost format. activities/sub-activities.
(ii). Please confirm whether the cost
statement for main activities/ sub-activities are
prepared in line with the general instruction
given in Form 5 of the cost format.

(11). | Capital Employed:

().

Gross block:

(). The opening gross block of fixed
assets considered in Form 4A for the years
2008-09 for some of items like Plant and
Machinery, Building, Wharves, Docks, Sea
walls, Miscellaneous and also the total gross
block of fixed assets do not match with the
closing gross block reported in the Annual
Accounts for the previous financial year
2007-08.

(b). Since the year 2008-09 is already
over, the additions proposed to the gross
block, depreciation and other related items
may be modified with reference to the actuals.

(c). Confirm that the additions proposed
to the gross block of assets are in accordance
with the planned expenditure stated in RE
2008-09 and BE 2009-10 and necessary
sanction of the Government, wherever
necessary, is obtained in this regard.

(d). A copy of the project / feasibility
report furnished to the Government / Port
Trust Board in case of the new investment
proposed by the MOPT may please be
furnished.  Furnish the present status of
execution of the proposed projects and the
expected month and year of commissioning of
the replaced / new assets proposed to be
added to the gross block of assets in 2009-10
to 2011-12. Please furnish supporting
documents in this regard.

(@). Three Assets were inter-changed in
Group No.4,5 and 7. As such there was a
deviation between closing gross of 2007-08
and opening gross block of 2008-09 in Form
4A. This has been corrected in the revised
statement.

(b). Modified statements are enclosed.

(c). Plan expenditures for 2008-09 and 2009-
10 are approved by the Central Government
and additions to assets are in accordance with
capital expenditures projected in RE-2008-09
and BE-2009-10.

(d). The copies of feasibility reports in respect
of Plan Schemes submitted vide our letter
dated. 30.03.2009 are incomplete. A updated
list of projects already awarded or on the
verge of being awarded like the Capital
dredging for the Mooring Dolphins is furnished
alongwith relevant evidence of the award of
tenders. Projects are in various stages of
execution. A summary of the estimated
capital cost, the documentary evidence
furnished and their present status is tabulated
separately.
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(e). The major additions proposed to the
gross block of assets pertain to the MOHP
activity to the tune of Rs.881 lakhs in the year
2009-10, Rs.5000 lakhs in the year 2010-11
and Rs.4918 lakhs in the year 2011-12 for
replacement of stackers/ reclaimers, shipping
system, etc. The port has, however, not
considered any deletion of the existing
equipment / facilities from the existing gross
block for such assets. The MOPT may review
and modify the figures furnished in Form 4A in
light of our above observation. The effect of
sale value receivable from sale of the existing
asset may also be recognised in the cost
statement. It may be confirmed that the entire
proposed expenditure in each of the years will
be capitalised in the books of accounts of the
same year and also the assets worth the
equal amount will be physically available for
operation in the very same year. In this
regard, it may be borne in mind that capital
work in progress is not counted towards
capital employed for the purpose of allowing
return thereon.

. Confirm that the assets likely to be
completed and commissioned during the
years 2009-10, 2010-11 and 2011-12 are only
included in the gross block of the respective
years.

(9). Reduction in unit operating costs, if
any, additional traffic / business projection,
improvement in operational efficiency on
account of each of the proposed additions to
the gross block particularly with reference to
the investment proposed in the MOHP may be
indicated.

(h). The asset register forwarded by the
MOPT shows that the construction cost of
various items such as auditorium, open air
stage, fountain, additional classroom in
school, equipment / beds purchased for
Hospital are categorized as business related
assets and considered under the activity
“Management and General’. The basis on
which the assets have been classified is
business assets and business related assets
may be explained. Also clarify basis on which
some of the social obligation assets are
treated as business related assets and
confirm whether such categorisation is in line
with the Clause 2.9.8. of the tariff guidelines.

The basis on which business related assets
under the “Management and General” activity
are apportioned to each of the activities / sub-
activities may also be indicated along with
detailed computation.

(e). MOHP plant is 30 years old and is
substantially depreciated. Further, the scrap
value of such machinery is very negligible as
the technology is outdated. Therefore, effect
of sale value of existing assets is not
considered. All the capital expenditure are
subject to completion of the projects in
respective years and considering assets as
additions, in those financial years. Ports’
endeavour will always be to stick to schedule.

(f). Yes. Itis confirmed that only those assets
that are likely to be completed only are
included in gross block for the purpose of
capital employed.

(g). No reduction in unit operating costs are
envisaged nor additional traffic envisaged due
to replacement of assets in MOHP.

(h). Assets like school, hospital are
exclusively for the benefit of the employees of
MOPT. Such welfare measures also result in
higher productivity as the same boosts the
morale of the employees. The assets are
segregated as business assets, business
related assets and social assets in
accordance with the Clause 2.9.8 of the tariff
guidelines. As per 2.9.8 of guidelines if more
than 75% of the users of any social
obligations  assets created are Port
employees, such assets shall be categorised
as business related assets. The assets viz.
auditorium, open air stage stadium, classroom
used by Port employees and hence these are
classified under business related assets. The
business related assets under the
management and general activity are
apportioned to other activities/sub-activities on
the basis of net block of assets under that
activity. The detailed working is enclosed.
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(). Confirm that the capital invested in
the Special Purpose Vehicle with the National
Highway Authority of India for construction of
4 lane road is not accounted in the gross
block of assets reported in the Annual
Accounts 2006-07, 2007-08 and also in the

capital employed considered in the cost
statement.
(). Furnish the details of investment

proposed to be funded from the escrow
account for the years 2008-09 to 2011-12.

(). The capital investment of Rs.17.48 crores
in a Special Purpose Vehicle with the National
Highway Authority of India for construction of
4 lane road is not yet capitalised. As such
Port is not getting any return on such huge
investments. The same is also not accounted
for in the gross block in accounts of MOPT for
years 2006-07 and 2007-08. Thus, even-
though Port has invested substantially in 4
lane road for the benefits of trade, Port is not
getting any return. Therefore it is requested
that investment related to 4 lane road of 17B
may please be included in capital employed.

(). The list of assets proposed to be funded
from the Escrow Accounts is furnished by the
MOPT which is summarised below:

(Rs. in crores)

Particulars Amount

2008-09 18.26
Grab type barge unloader 16.24
Computerisation of Port 2.02
2009-10 33.97
Computerisation of Port 9.98
Dredging at Mooring Dolphins 24.00
2010-11
Reclaimer 15.00
2011-12
Reclaimer 15.00

Total 82.24

(ii). Working Capital:

(a). The average annual consumption of | (a). The information called for is furnished as

stores other than fuel and customised spares, | under:

capital spares and customised spares may be

furnished for the past period 2007-08 and || 2007-08 13.33 crores

2008-09 and estimates for the years 2009-10 | | 2008-09 13.70 crores

to 2011-12. 2009-10 12.09 crores
2010-11 12.82 crores
2011-12 13.59 crores

(b). The basis on which the current liability | (b). Considering the past, the current liability

is considered for computation of working | was increased by 5% over the previous year

capital may be explained. which are reasonable estimates.

(iii). The basis of apportionment of capital | The working capital is apportioned based on
employed and working capital between | the net block of the individual activity.
various main activities and sub-activities may
be indicated.

(12). | Furnish detailed computation of the assessed | The statement indicating assessed capacity of
capacity of the port at the present level as well | the Port for the year 2006-07 to 2011-12 was
as the estimated capacity for each of the | furnished alongwith the proposal. However,
years 2009-10 to 2011-12 duly taking into | copy of the same is furnished.
consideration the proposed replacement of
major facilities envisaged and anticipated
productivity improvements.

(13). | The cost statement for estate activity shows | The Estate activity is the supporting facility to

(). an average deficit of 76.17% for the years | the principal activity of Cargo Handling and

2009-10, 2010-11 and 2011-12. Explain why

Storage. The rates under estate rentals were
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this deficit should be subsidised by other
activities. This Authority has always held that
port estate should be optimaly and
commercially exploited so that estate revenue
can supplement the port's core functioning.
The revised tariff guidelines of 2005 also
recognise this position. The MOPT to furnish
a consolidated cost statement for port as
whole excluding the estate and railway
activities.

last revised during the year 2000. It is
noteworthy that our proposal submitted in
2004 for increase in Estate Rental was turned
down by the TAMP. It is not understood how
the Port can optimally and commercially
exploit the Port estate when the Authority
itself had not allowed increase in rental
charges. Over the last nine years, operating
cost increased without corresponding
increase in rental charges. Consequently
deficit increased drastically. The consolidated
cost statement excluding 