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) TARIFF AUTHORITY FOR MA.JOR PORTS
NOTIFICATION
Mumbai, the 22nd March, 2004

No. TAI\‘.[P."SS-I_ZOIJS-MOPT.——In exercise of the powers conferred by Section 49 of the Major Port Trusts Act, 1963
(3 8-o.f 1963), the TariT Authority for Major Ports hereby disposcs of the proposal of the Mormugao Port Trust for an upward
revision in the berth hirc and anchorage charges as in the Order appended hereto.
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SCHEDULE
Case No. TAMP/55/2003-MOPT

Mormugao Port Trust “n- Applicant

ORDER
(Passed on this 15th day of March 2004)

This Authority had passed an Order on 17 March 2003 introducing hourly berth
hire charges at all major ports trusts w.e.f. 1 June 2003 (except CHPT and TPT where it was
already introduced earlier). In the said Order, this Authority had, inter alia, made the following
observations:

“The issue raised by some of the ports about the requirement of adjustment of rates in
view of cost plus method adopted deserves consideration. The reduction in the
revenue on account of the proposed arrangement, if any, will only be a temporary
phase. The actual financial position of a port will be reviewed at the time of next
general revision of the tariffs at the respective port. If an internal review carried by the
port reveals any major financial loss due fo the proposed arrangement, such port can
come up with a proposal for revision of the existing vessel-related charges ahead of
schedule”.

2. In this backdrop, the MOPT had initially forwarded a copy of the proceedings of
its Board meeting held on 30 June 2003 and requested to approve the proposed rationalisation
of the' Berth hire/anchorage charges. The following points were made by the MOPT in the said
letter:

{i). An exercise was carried out based on the vessels handled at the berths/stream
during the year 2002-03 and the existing rate of berth hire & anchorage after
implementation of the hourly rates. The differentiat loss of revenue comes to
Rs.138.55 lakhs per annum.

(ii). It is proposed to rationalise the Berth hire and Anchorage charges by way of an
upward revision by 9.92% and 5.05% respectively to set off the losses
subsequent to change in the unit of charge from 8 hours to per hour.

iii}. It is also proposed to make additions to Notes common to Section C{i) and C(ii)
fo the effect that the vessels remaining idle at the Mooring Buoys/Dolphins or
alongside the transhipper- shall be treated as vessel engaged in
loading/unioading of cargo or embarking/disembarking passengers and
charges are levied as prescribed in item 2 under Section C(ii) relating to
Anchorage charges in the Scale of Rates of the MOPT.

3.1. Since the MOPT had forwarded only the proceedings of its Board meeting
without any supporting facts and figures, they were requested to submit proposal in the
. prescribed Proforma with cost details and justifications.

3.2 The MOPT has vide letter dated 8 September 2003 furnished its proposal in
the prescribed Proforma with cost details for the FY 2002-03 and 2003-04 alongwith the
statements showing Berth hire and Anchorage Income on 8 hourly vis-a-vis hourly basis for the
year 2002-03 to justify the proposed upward revision in the Berth hire and anchorage charges.

33, " The MOPT also informed that the proposed rationalisation is only to set off the
losses subsequent to reduction of unit of charging Berth hire/Anchorage charges and not to
increase tariff. '
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4.1 g While acknowledging receipt of the proposal, the MOPT was requested to

charges an 8 hourly basis and hourly basis for the pericd from June 2003 to 30 September
2003; and also, to forward detailed working of the estimated income for 2003-04.

4.2. In response, the MOPT has i addition to reiterating the points made earlier,
stated the following:

{i). The statement showing differentiaj loss of revenue on account of reduction of
unit of charge from 8 hours to one hour works out to Rs.20.03 lakhs for the
period from 1 June 2003 to 30 September 2003 and the asking rate of upward
revision is 8.34% and 2.74% in respect of berth hire and anchorage charges
respectively.

(i), It is not correct to decide on this subject based on the working resuit of only 4
months i.e., June to September. The number of vessels handled during the
period is comparatively less on account of monsoon / shutdown period for
MOHP. Therefore, the proposed upward revision by 9.92% of hourly berth hire
charges and 5.05% of hourly anchorage charges may be considered.

5.1. In accordance with the consultative procedure adopted, the proposal was
forwarded to concerned user organizations for their comments.

52 A copy each of the comments received from the users was forwarded to the
MOPT for comments / information. In response, the MOPT has furnished its observations.

G. A joint hearing in this case was held on 16 January 2004 at the MOPT
premises in Goa. At the joint hearing, the MOPT and the concerned users have made their
submissions.

7.1 As agreed in the joint hearing, the MOPT was requested to fumnish the
following additional information:

(i}. Details of vessels handled during 2001-02 and 2002-03 which had cohtinued to
stay at berth for the entire block of 8 hours even after completion of job in

between,
(ii.  {a). Actual financial implications of hourly rate for the period June -
December 2003. '
{b}. Vessel traffic in GRT for the corresponding period projected at the time

of the last general revision and that actually achieved.
7.2 The MOPT has furnished the following information:

{. A detailed statement of the vessel handled during the year 2001 -02, 2002-03,
2003-04 ( up to December 2003) indicating the vessel's stay at berth after
completion of their operation, which is mainly on account of bunkering, fleshing
of lines, minor repairs to ship, tidal condition and inclement weather. Even
after the introduction of hourly rate from 1 June 2003, 50 vessels stayed at
berth beyond 4 hours and less than 8 hours during the period of 7 months
(June to December 2003} as against 75 vessels during the year 2002-03.
Therefore, it may not be correct to say that the vessels tend to stay just
because they have to pay berth hire for the period of 8 hours and they vacate
quickly after the introduction of the hourly rates. No vessel will overstay at
berth as they have to incur other costs.

(i), The financial implication due to change over to hourly rate from 8 hrs. basis for
the period from June to Dec 03 is Rs.55.84 lakhs in berth hire and Rs.5.68
lakhs in anchorage charges. The percentage increase required to offset the
losses has increased to 9.73% and 3.40% for the period June to December
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(i).

8

ai the office of

2003 respectively. The askin

g rate will increase further up to the period of

March 2004. Therefore, it may not be desirable to decide on this subject

based on the working result of
revision by 9.92 % and 5.05%

be considered and sanctioned.

At the time of the last general revisio
based on the figures of Revised esti
(2002-03). The GRT achieved during the year 2001

projections are given below:

mates (2001

only 7 months and hence, proposed upward
of hourly berth hire and anchorage may please

n, vessel traffic in GRT was projected
-02) and Budget Estimates
-02 to 2002-03 vis-a-vis the

Particulars .

Projection

Revisad
Estimates
2001.02

Budget
Estimates
- 2002-03

Actual

2001-02

2002-03

Traffic (in lakh tones)

204.00

212.00

22927

236.50

No. of vessels

600

610

587

626

Total GRT (in iakh tones)

156.22

161.13

167.37

163.82

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

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 are also
available at our website www. tariffauthority.org.

9

(i).

(ii).

this case, the fol

With reference to the totality of information collected during the processing of
lowing position emerges:

The proposal is to increase the unit rate of berth hire / anchorage fee in order
to off-set the revenue loss to the port due to infroduction of hourly charges
ordered by the Authority w.e.f. 1 June 2003. The proposed increase in the
rates is based on the notional loss in revenue calculated by-the MOPT for the
previous year 2002-03. It would be relevant here to recall that this Authority
had already held that the revenue loss cited by the ports due to the change
over to the hourly system was-only a possible reduction in their revenue which
would only be a temporary phase. It was further pointed out that the relevant
revenue accrual was due to a not so reasonabie arrangement.  One can
argue that the notional revenue loss of Rs 138 lakhs for the year 2002-03
reported by the MOPT is, in fact, the extra flab available in tariff which was only
reduced by the relevant order of this Authority. The position reported by the
MOPT actually reinforces the rationalization ordered by this Authority bearing
in mind the principle of requiring users to pay as per actual services availed.

The Mormugao Ships Agents Assaciation (MSAA) has argued that the benefit
to the ships available due to the rationalization in the unit of charging berth hire
would be nullified if the instant proposal of MOPT to increase the unit rate is

- accepted. It is noteworthy that the Authority had earlier in January 2000

reduced the unit of berth hire charges from the then existing 24-hours to 8-
hours commonly at all major port trusts. At that time, no adjustment in the unit
rate was allowed. Nevertheless, recognizing the possible revenue reduction to
the port, while ordering further reduction of this unit to hourly basis in March
2003, this Authority has kept a provision for review of the unit rates. The
general decision is to review the financial impact of the arrangement

introduced at the time of the next general revision of tariffs at the respective

ports. Only if any major financia! loss is found to emerge in any port, it was
decided to consider ahead-of-schedule revision of the vessel related charges.
it is to be noted that the ahead-of-schedule revision has been decided to be
taken up for review of the entire spectrum of vessel relaied charges. The
MOPT has, however, made this proposal only with reference to berth hire /
anchorage fees without considering the entire finance/cost position for ali the
vessel related charges. This position assumes significance in view of the
existing cross-subsidization in the tariff for different port activities. Further, no
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{iii}.

(iv).

(vi).

other major port trusts, except MOPT and MBPT, have come up for revision of
berth hire charges due to the change in the unit of charging introduced w.e.f. 1
June 2003. In the case of MBPT, the proposal is sought to be justified on
various grounds including the notional revenue loss on account of hourly berth
hire charges.

The MSAA has referred to a separate proposal for review of Efficiency Linked
Tariff ( ELT) scheme pending before this Authority and suggested that the
instant proposal of MOPT should be deferred till a final decision on the ELT
proposal is taken. This suggestion does not appear to be relevant as review of
ELT scheme and the proposed rationalization of berth hire are two different
issues even though premium / penalty under the ELT scheme is payable on
the basic berth hire charge. '

Various arguments have been made on the issue whether hourly berth hire
would induce early vacaticn of the berth by vessel after compietion of cargo
operation. It is clarified that the benefit accruing to the ports due to early
vacation of ship is cited in the relevant order of this Authority only as an
incidental benefit to the ports due to the introduction of hourly berth hire
charges. As already explained, the arrangement of levying berth hire on hourly
basis was ordered by this Authority with the main objective of requiring vessels
to pay berth hire charges only for the time they accupied the port's facility.

The quantum of upward revision in berth hire and anchorage charges
proposed by the port is based on the notional loss of revenue for the year
2002-03. The loss was initially quantified by the port at 9.92% in berth hire and
5.05% in anchorage charges hased on the figures for the year 2002-03. This
position stands revised to 8.34% and 2.74% for the period from June 2003 to
30 September 2003. Further, the port has subsequently reported that the
relevant figures are 9.73% and 3.40% for the period June to December 2003.
in its own admission, the port has conceded that the working result for part of
the year may not give any clear picture. As correctly pointed out by the MSAA
and GMOEA, it may not be appropriate to take any decision on revision of tariff
based on resuits for the past period for a simple reason that tariff is always
fixed based on a forward looking model. What would be relevant in this case
is, therefore, the projected financial position for the next two years which is not
made available by the port.

GMOEA has made a valid point about the inter-refated nature of various tariff.
It is admitted that the existing tariff at the MOPT are not fixed with reference to
stand alone cost of individual activity but by considering the overall financial /
cost position and recognizing the flow of cross-subsidies between different
activities. It is relevant here to point out that this Authority had earlier
prescribed a reduced tariff validity period for the revised vessel related charges
at the MOPT to coincide with the validity of cargo related charges prescribed
earlier so as to bring all major tariff items for a review at a common date. The
intention behind the decision is to carry out a comprehensive appraisal of the
cost / financial position of different activities of the port while reviewing tariff so
that reasonableness of allocation of costs and extent of cross-subsidisation
between different activities can be assessed before deciding on any tariff
revision. This position holds good even now. In order to decide on the
quantum of increase proposed by the MOPT it is necessary to carry out a
detailed scrutiny of the entire financial position of the port as well as the cost
position under different activiies / sub-activities. Such an exercise is
admittedly an exhaustive one. The next general review of the existing Scale of
Rates of the MOPT falls due in September 2004 for which the MOPT is
required to submit all such relevant analyses. Instead of carrying out such a
detailed analysis now in respect of one of the tariff items, viz. Berth hire
charges, it can be conveniently taken up as a part of the general review of the
Scale of Rates. The MOPT is advised to take necessary action to submit its

i
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proposal for the next general review of the Scale of Rates by the end of June
2004 by which time the financial results for the year 2003-04 are expected to
be avaiiable. :

(vi). The MOPT has, however, argued that the benefit of increased berth hire will
_not be available to it retrospectively if the exercise is deferred till the next
general review of the Scale of Rates. Since tariff fixation is generally made
prospectively, it is true that berth hire charges proposed by MOPT will not be
revised retrospectively from 1 June 2003, as requested by it. 1t is recognized
that the existing Scale of Rates of the MOPT was reviewed in August /
September 2002 relying upon the estimates furished by the port. These
estimates have now tumed into actuals. From the position reported by the
MOPT, there is a variation in traffic to the extent of 25.27 lakhs and 24.50 Jakhs
between the estimates and actuals for the years 2001-02 and 2002-03
respectively. Likewise, the variation in the total GRT estimates is to the extent
of 11.15 lakhs GRT and 2.69 lakhs GRT for the years 2001-02 and 2002-03
respectively. The net contribution from these variations in the traffic is
available to the MOPT which shall at least partly off-set the reduction in
revenue, if any, from berth hire / anchorage fee due to introduction of hourly

rate. :

In spite of this position, if the MOPT feels that ahead-of-schedule revision
would be inevitable, then it can come up immediately with a suitable proposal
for review of all the vessel-related charges as mentioned in this Authority’s
order dated 17 March 2003. Needless to say that such a proposal should duly
take into consideration the cross-subsidisation between different activities.

(vii). The MOPT has cited certain practical difficulties and suggested that the time

for calculation of berth hire should have some cushion both at the starting and

ending points. Introduction of hourly berth hire charges does not envisage any

change in the manner of levy of this charge except the change ordered in the

unit. The proposal of the MOPT however, goes counter to the basic objective

with which the hourly unit was introduced. The duration of stay of vessel for

the purpose of levying berth hire / anchorage fee shouild continue to be
calculated as hithertofore without any change.

(ix). The port has also proposed some changes in the charge leviable from the
vessels idling at mooring buoys { dolphins and alongside the trans-shippers.
No justification is given in support of the proposed amendments. This
amendment can also be considered at the time of the next general revision of
the Scale of Rates of MOPT provided adequate justfication is furnished by the

port.

10. In the result and for the reasons given above and pased on a collective
application of mind, this Authority rejects the proposal of the MOPT for an upward revision in
the berth hire and anchorage charges at this juncture. The MOPT is advised to come up with a
comprehensive analysis of all tariff items alongwith its proposal for the next general review of
its Scale of Rates by 30 June 2004. If the MOPT finds that ahead-of-schedule revision will be
inevitable, then it can come up immediately with its proposal for review of all ves‘sel—related

charges.
A L. BONGIRWAR, Chairman
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