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CounatMadrascha engf’ngthei?ddedahoﬁled rit Mist
ngh Court at amnterirn dtreehon to stay the Order of th

3.2. The Hon'ble High Court passed interim orders on Gﬁbvamber 2002 staying the

Order of this Aythority ang permigted PSA SJCAL arge tariff for. all services rendered by.them

based on the tariff prevailing prior. to the, passing of the. Order dated 20 September 2002.

Subsequently, thé Hon'ble High Court at Mag 8 vide it Ordler dafed 17 June 2008 canfirmed its
_ Interim order. This Authority immediately filed an ap'peal against the Order of the single bench.

33 Subsaquenﬂy, the PSA . C L. a resenhﬁon to understand the scope of

tariff quideines issued in S& 5{ N :ﬁr\;p was d&aq,jo them on 26 July 2005 and it

was made known fo PSA SICAL that thiis. v;gu[ deal with fosmal tariff proposal if and when

received from them subject to the Hon’bie Hig ourt giving clearance to deal the case in view of

. the pending Writ Patitions. The PSA ) ] ite f¢ q;ma 8 August 2005 just before
~ the matter was due for hearing by the. an %le. High. Cov aﬂdﬁl‘! :

_,;1,4 i THE Gage was. n 16 and 17 August 2005 by the Hon'ble High Court at
" Madras. A N andus of bmpromlse was 3ignpd by the concerned parties on 17 August 2005

’ble i Equrt of the: Menigiandum pf Compramise on record and passed an
O:ae; 9n 17 August 200%“”1 writ gelifigns: as vﬁhdrm The_salient points of the
Menmndgmqf gmprommmglmbelow

. .,(i). The PSA SICAL,wﬂFoonﬁnuetq eharge lheJQBB“ta-riff till a new tariff is gazetted.

@).  ThePSA ljpgpoaal dated. éAugus&M for fixation of tariff will be disposed
- mm d 2 taritfwili e formefdted and gazetted and such tariff will be

applicabie prospectively 30 days after the date on whach Jdt is published in the
Gazette of India.

). “The PSA SICAL wm make | proposal f&‘mefrﬁmy Stiigping, Road Transport

1" i Highwais' (MERTEY # ‘*mﬂﬁér of fiklition’ ofgtialitir of royatty that may be

permitted tp be allowed as a *pass through" as a revenii& expenditure for tariff

fixation prior to 31 March 2005. The an Govemment m y cohsider the same

.. ,and pass &propridte SHiers Congiste ons of the Government

© . ofindiain the oF'Criennai Ci o Tmmtnar tﬁhire%' dated 5 August 2003
" and‘dccordingly, issue & directive’ dndér’Seﬁon 114 oﬂﬁh’Ma;or Port Trust Act.

 For'the period after 3t Mircs '50'05‘ mumw gmdéllnes provide the manner and
- moge fn which tfis has'to“be done o ‘

(V). :Any advantage Fgains ‘that® thwm SICAL has enjoyed by virtue of non-
implementation of the 2002 tariff in view of the stay gramed by the Hon'ble High

f‘; 'ftm Hnn’blo High
pns in.the Hon'ble

3;
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Court will be quantifiec by TAMP and such advantages / gain will be adjusted / set

off in the proposed new tariff and such set will be spread over a period of three
years. ‘ .

(v). In arriving at the quantum of gains, TAMP will bear in mind that the 2002 tariff did
not permit pass through of royalty and adjustment from the same will be made as
per the directive of the Government of india as stated above. To the extent that the
2002 tariff has been arrived at on the basis of estimates, appropriate adjustments in
the quantum of gains will be made if the actual figures, which are now available for
the relevant periods are different. :

(v},  Before determining the advantage / gains for adjustment / set off, the TAMP shall
give an opportunity to the PSA SICAL to be personally heard. :

41 I this backdrop, the proposal of the PSA SICAL dated 8 August 2005 was taken up

for further consideration.
4.2. The PSA SICAL has estimated a total deficit of Rs.717 lakhs for the years 2006 to

2008 at the tariff level of 1999. The average deficit works out to 2.87% for the three years. The
PSA SICAL has proposed across the board 30% increase in its existing tariff (1998). It has
submitted that efficiency gain is to be recognised as an additional item while revising the tariff which
justifies the proposed increase of 30%. The highlights of the PSA SICAL proposal dated 8 August
2005 are summarised below: .

{i). Cost statement:

(a). The actual royalty paid / payable has been considered pending
recommendation of the Committee formed by the Govemnment of india on
treatment of royalty in tariff fixing exercise. ' :

{b). Designed capacity of the terminal is assessed at 3,39,300 TEUs per annum
based on the capacity indicated by the National Working Group on
Normative Cost for container related charges (constituted by the TAMP) in
their Draft Report of July 2005. . .

{€). Net surplus / deficit reflected by the cost statement fumished by the PSA
SICAL before factoring is tabulated below: ‘

Net surpius / deficit before considering
Income | efficlencygains =
Years | (Rs.in Netsurplus/ | Netsurplus/ deficitas a
lakhs) deficit % of operating Income
{Rs. in lakhs) . {estimated at 1999 ta
2006 7467 (+) 597 8%
2007 8279 {-) 257 () 3%
2008 9199 () 1057 {-) 11%
Total 24945 () 717 —_Average (-} 2.87%

().  Efficiency Gains:

The PSA SICAL has emphasised efficiency gains / productivity imprbvement
achieved by its terminal and has requested to consider this aspect while fixing the
tariff. . - _

It has computed efficiency gains based on _'some penchmark adopted ' from
international report of what the cost / investment should be for a reasonably efficient
terminal and compared with its actual which is briefly explained hereunder: ’

{(a). For the purpose of estimating efficiency gains, employee cost is considered
at Rs.3 lakhs per employee per year assuming that even a reasonably
efficient terminal will achieve labour productivity of 1000 TEUs/ employee.
The total employee cost arrived based on this assumption is compared with
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o / the actual employee cost of PSA SICAL for the years 2002 1o 2004 and
estimates for 2005 and 2008. : , M o

(b). Ec.;uiDIhent.. Rapa‘lm.ﬂunnmg and‘ﬂtﬁﬂiriéne& {RRM) cost is-c isidered at

-_ . Rs.350/- per TEU in 1999 and escalated by 5% per annum to derive at the

- St - cast WWW}MMI esliraiifes - (frsm 2005 to 2008) to
- uﬁm&noﬂdencyfgam-inRRMogn el e T

(c). E\‘!icioncy gaina-due;j:tn.;nmme_ utilisation: and ‘optimum inveétrnant has
: aisobeen.olﬁmm“mmlammmmf S o

.

(d). _ Accordingly, the total eficiency gain estimated by the PSA SICAL is as
under; ‘ :

_(Re.ininkhs)

2008 ;

20 5547
5669
7340
24589

(iiiy.

(a).  The prevailing tariff (approved by this Authority in 1999) is proposed to be
. Increased by 30%. L e :

Lashing and unlashing chigrge of US$ 8.04 pér Containér has been merged

with the stevedotiige charge (i.e. Quay crane charge) and then proposed fo

be increased by 30% (it is refevérit to menfion that this Authority in its

September 2002 Order had disaliowed thq!qsh_ing / unlashing charge).

{b).  Likewise, while arriving at ﬂ'vé"propqééa tariff for shifting of containers within

' vessels, the lashing / unlashing charfes has aen clubbed with the shifting
charge and then Proposed to be increased by 30%.

©. " New tariff tems for certain miscéfaneous services like direct foading,

trucking and reshuffling ctarge in container status, efc., are proposed to be
_ int_roduced. .

43. . The PSA SICAL has evariﬂea*tﬁa,t,_fomarﬁéabess for 'develobing:tﬁb 8" berth as
container terminal has just been commenced by the TPT and’ Biment
operation will be known when the RFP is finalised. Based on-the preliminary information aby wt the
volume- anticipated at this new-berth, it expects reduction iy the reveitus-otits terminal by 28% in
2007 and 43% in 2008. It has, therefore, requested to allow it to make adjustment during thig tariff
fixing’process as akd when the RFP document 1r the 2™ contaifier terminal Is relessed by the TPT.

e LT L L L e T s PRt Bl
5. ' The PSA SICAL in its proposal of & Rugust 2005 had not computid advantage /
gain‘accrusd on accewt of non-fmpleentation of 2002 tarif“Order as’ per the tenm'of the MOC.
The PSA SICAL has subsequently furitished gain /loss as folfowvs for the years 2002 t0'2004:

__Years [T Net gain / ioss {Rs. ih lakhs)
2802 Y \ (75984

3008 T O 46062 :
[T 2004  ().107.16 .
6. he PSA SICAL has requested that some 3 the infofmiation éontairied in the -

proposal are commercially ‘sgnsitive and agreed only for circulation of. the  traffic projections,
consolidated cost statemgnt with detalls of incomie and $xpenses, assumptions, and effiiency gain
statement (Table 7.4). The PSA SICAL, did not explain any spacific reasons for classifying its other
documents as confidential as required by the revised tariff guidefines. The documents agreed to be
circulated by PSA SICAL along with the statement relating to capital employed and Annexes upto -




- THE GAZETTE OF INDIA : EXTRAORDINARY

[ParT I1I—Sec. 4]

“Table 74 were circulated to the TPT and other concerned “user organisations seeking their -

comments.

All the user organisations were also informed about the Order passed by the Hon'ble High Court on
17 August 2005 alongwith the salient points of the MOC.

71. _ The TPT and the various user organisatioﬁs have furnished their comments on PSA
SICAL proposal. Some of the main points made by them are summarised below: ;

(). . Recognising the huge profits reported as per the financial records of PSA SICAL,
the instant proposal may be rejected. PSA SICAL may be advised to adopt the tariff
fixed by this Authority vide Order dated 20 September 2002 with retrospective
effect.

{ii). The terminal operator has quoted very high royalty in the tender in the interest of
obtaining the tender and now trying to include such royalty as a part of the cost of
operation. Such an action on the part of the terminal operator would tantamount to
exploitation of the trade. The terminal operator should alone pay the Royalty from
out of their operational performance and its efficiency and they should not look upon
the trade and enhance the rates for the purpose of payment of royalty.

(iii). PSA SICAL has tried to club the lashing / unlashing charges together with the quay
crane ctharge and applied 30% increase on the whole. . The lashing / uniashing
charges have to be excluded as it was not accepted by TAMP: in the previous tariff
approval. : :

(v). The TPT has stated that the point made by the PSA SICAL about a strong
relationship Between efficiency gains, competitive tariff.and statutory obligations and
suggestion to factor this in during tariff fixing exercise may be considered in the light -
of the revised guidelines issued by this Authority. : )

{v). The TPT has stated that there are fixed and variable elements involved in Repairs,
Running and Maintenance (RRM) cost and hence calculation of efficiency gain from
RRM cost with the assumption of 100% variability may not be carrect.

7.2 The comments received from the TPT, various users J user organisations were
forwarded to PSA SICAL as feedback information / comments. The PSA SICAL has responded to-
the comments of the TPT and other user organisations.

8. Based on a preliminary scrutiny of the proposai and information furnished by PSA
SICAL additional information / clarification on various points were sought. Some of the important
queries raised by us and response of PSA SICAL is tabulated below: ' :

No.

) “Gureries raised by us

“Response of the PSA SICAL —

. -

2004 has been prepared by us and sent to
PSA SICAL for illustrative purpose. PSA
SICAL has been requested to prepare a
complete: statement on these lines for the
entire period starting from October 2002 to
December 2005.

> Annual License fee for CITOS was not
admitted as cost during the last
general revision Order.

With reference to its submissions it
was clarified that the revised tariff
guidelines have been notified from 31

Assessment of gain for thé years 2003 .and

- following submissions:

It has furmished revised. statement .of gain
and tosses due to non-imp‘uemenfation of
Order. (it has however, not considered
appropriate adjustments in ihe actuals
which were considered white approving
2002 Order for arriving at the gain / ioss
due to non-implementation of this
Authority's Order.) it has made the

-

nnuallicen for CITOS - _
(@). As per the revised guidelines,
technical fee (which was the foremost
reason for disallowing this item of cost) is
an alowable expense now. The only
condition is that it must be reasonable by

applying yardstick _of ‘arms, fength |
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J .- March ‘2006 and Jence cannot refationship’. in our case, arms iength price
]~ dpplied“for e period Prior"¥o ! that. | is supplied in the quotation. :
|- Even for admitting CITOS expénse as | (b). TAMP had admitted that some capital
. Jtem of tost for the period subsequent | cost would have been incurred if it had
%031 March 2005, ‘the opérator is | been procured from eisewhere. If this is
© required to _establish “drms length | the case, then the same system must have
- relgtionship of thig tréhsaction. ‘In-this | annual charges also, as this is an accepted
" regard, tfumigh a copy of the Income industry practice. This is evident from cost | -
. Tax_Askessirient Orders of plevious | statements of other terminals where TAMP
_ ?eé'rb:admlﬂing’:{ﬁfs“expgmg,, o has allowed such cost.

T o T 1 (c). It is, therefore, not just and fair to
e ‘ disallow the cost. As per the revised
guideline, the reasons for disallowing the
cost.do not exist anymiore. o
-+ | {9)- 1t is agreed that the revised guidelines
..., | cannot be applied for the Prior.period. But,
- .| atihe same time t is also true that these
a L | gulbelines " gre revised ‘based’ on the

. ie. . .| ewperience jained after the application of
R ‘previous ‘Wd?’!?ﬂﬁ'g-, .. In ‘the  revised
o - | expense. Alhougl( fhiese guidélines are

M period on or afte ‘
%5 ese “cin’ very nglq pvide the
0 | ditettion'to et 6 someé of the ol issues.
o S (8): The Iricomeé Tax procéédings are in
e ol progress and have not yet attained finality | -
A I and hence IT Assessment Order cannot be
L L furnished. It has, however, clarified that
Lo T the income Tax department has not asked
T ) . for any clarification regarding annual
w C o licence fee pertaining to CITOS.

.| > Deferréd Yeveriue expenditure of | Defe, venue expenditure
U Re686.98 la&smpomaaaon 31 [ (a). *Guidance Note on Treatment of
e ""‘"’D’}{Jpemhp_r’zgﬂ ay be spread over | Expenditure during - Construction Period”
* " the remainii project period” | issued by Institute of Chartered
LT e e Accountants of India (ICAl) recommends
7 Fumnish the ‘bréakup of ottrer deferred | writing-off these expense in 3 to 5 years. It
.- fevenue  expetiditufe corfSidered | has taken higher side ceiling of 5 years in
“unider “the “head "Beferred  Revenue case of prefiminary expenses. In case of
| . expenditiré. M case the . total | Royally payment it is amortised over
.~ expenditure ahd explain the basis of period of 10 years.
. phatingthis bxpefiiture: -~ < " ). - It is agreed that the prefiminary
L e e o éxpenses are refated with project hence
B o e e only are allowed as a cost (but the same
o argument cannct be a basis for treatment
taken) and if allowed then burden on tariff
in_initial period, certainly, cannot be the
basis for Spreading it over entire ficense
| period  against Generally  Accepted
- Accounting Principles for such expenses.

There, are several foreign currency
ransactions which are incurred as|
legitimate "~ business expenditure. its |
practice is to book the expenditure at the
Jnder | prevalling exchange rate at the time -of
121 | passing the entry in’bobiks af ‘sccounts,
[ The foreian turrency pinsaction actually
lakes place slbsequenty ard' the actual
‘Indian'Ks. & ged is informe
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> As stated in para 15 (xiii) of our last |

Order, only the funds from reserves
invested in admissible assets will qualify
for retumn. In view of the modification
suggested in the treatment of deferred
revenue expenses in line with the
principle followed in the last tariff Order,
suitable adjustment may be done in
computation of share holders fund and
return thereon. Return on Equity should
be adjusted for capacity utitisation.

by it

T bank. The difference is again booked in the

accounts as “Foreign Exchange Gain /
Loss". Hence, only the combination of both
the entries will give the exact expenditure
incurred. Thus in this case, the specific
entry in the accounts relates to the actual
transaction and is part of the actual
expenditure. The. details of .
transaction during 2003, 2004 & 2005 are

fumnished which include transaction '
pertaining*to purchase of spares, payment
of lease rentals of RTG's, etc. apart from
Annual License fee for CITOS. '

Computation of Capital Employed.

(a). Para 2.9.4. of the revised guidelines
states that working capital means current |
assets (excluding of cash { deposit
palances of funds) less current liabilities. It
is clear from above that cash balance and
deposit balances of funds will not be
considered under current assets. This
cash and deposit balances are not those
which are required for smooth functioning
of any business, but, represent those
palances in specific funds created out of
free reserves. Cash balance considered
under working capital is totally
different form the cash balance referred in
clause 2.9.4 of the revised tariff guidelines..
Same is the case with deposit balances
also.

{(b). Unlike cash balance, guidelines do
not contain any specific limit for deposit
balance while considering it as an item of
working capital. Hence, admissibility of |
such balances would be governed by the
justification of keeping such balances and
its reasonableness. .
(c). Cash in bank is part of the total capital
employed in its business for strategic
purposes. This current asset is required to
get the best terms for the financia! facilities
availed, viz., favourable interest rate, Bank
Guarantee to TPT, etc. :

(d). PSA SICAL is a typical case with low
operating cost and very low net fixed |
assets. Therefore, such a buffer is required
to maintain competitive tariff with
increasing royalty commitment, thus
facilitating us to discharge our legally
binding obligations. Even with this," its
capital employed is very small in
comparision to other private terminal
operators and the retum is inadequate to
cover the difference between the first and
the second highest royalty quote.

).

Explain how the assessed capacity for the
year 2003 to 2004 (at 2.26,200) be lower
than the MGT prescribed in the LA. The
designed capacity of the terminal for the

(a). MGT of 3,00,000 TEUs is not the bid
document condition; but is part of the
quote by PSA SICAL. It is a commaercial
figure which will vary from bidder to bidder.
Hence, MGT cannot be the assessed

years 2003 to 2008 may be assessed
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| Bquipment
‘deployed and the actual

consideration "ihe factors
to .ﬁfl"sj'PSA SICAL based -on
deployed /. Praposed to be
productivity leve!
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capacty. - :

{b). The assessed terminal capacity is a
function -
“emplayed in the berth/ yard. No terminal in
this country. has . handied 300,000 TEUs

 iowed much. lower termingl capacity norm

e

otbek pri D, o
| (¢). Itis the accepted intemational prattice

to plan the capacity 30% above : the
projected traffic. Even the draft Maritime
Sector policy of the Governmaent endorses
this fact and appropriate change has heen
brought in the revised tariff guidelines. |

(d). The Study Group for the “Normative
Cost” was constituted by TAMP with

‘ Assessmant . using physical

| m ~@&1: any other
"50 o ..é.it,.i‘agmy fairthat

=i fyAcoordingly, dhe, ddsared. capachy of the |

for the

‘rminal o 2008 is

years 2002

" PIEE i

. P

388,
3

e

‘years, actuais, it was. clarified the actuis -
| for ‘the year 2005 siready takes .into

(ie. 1 QC, 4 RTG's, 4 prime mavers-and

m N E b N u;‘ >“m L]
by PSA SIGAL justifying an incresss: of ;
37%: in-the.year 2005 over the previous-
account the effect of-additional squipment

other equipment deployed during the year. |

P

of the physical' resources | .

Mith 2. QCs and 4 RIGs, TAMP has |-

dn .the. fiald and they evolved a |

SN i DAV ; .
[ The:4: RTGs were fully commissioned by 8
:Jan 2005 and:they-were-under warranty till
o7 Jan: 2006. Similartly: 1 .QC was fully

under warranty. tit 8: June:2008. The RRM
‘expenditre - of  2005-doeschot take into
-acoountthe effect of adeitional equipment.
~Therincreass in peroentage appears to be

increase & iow base. The actual quantum

only Rs.1.25 crores .in 2006, Rs.0.85
crores in 2007 and Rs.0.2 crores in 2008,

utsmmissioned: by 8- June 2005 and will be |

| exorbitant since it is from a. very low base. |
-} The setsal quanium-is-maore relevant than
= ) the acksl %.of.increses; thoth due to fleet

of increase in repairs & maintenance is. _

).

- The admissabrhyof rnyalty / revenue share
(88 an item of cost for the

per the revised: tariff guidelines

period

subsequant to 31 -March 2005 will be as

ROCE for the years 2006, 2007 and 2008
is only around Rs.11 crores iper anmum
whereas the actual royalty for the same

Rs.49.6 crores. Hence, ROCE alone is
not sufficient to cover 100% of the Royalty
paid as legitimate business expenditure.
Even if TAMP aliows 100% of the roygity,

viewed in the background of our most
-efficient service, this will be in the best
interest of the trade and the investors.

period varles from Rs.22.43 crores o

its tariff will stil be competitive, When |

Hence, TAMP is requested that 100% of
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the royalty paid to Tuticorin Port Trust be |

allowed as legitimate business expenditure
for the period beginning after 31 March
2005. ‘

(v).

(a). Indicate additional equipment, if any,
taken on hire and substantiate the
estimates furnishing copies of the
equipment hire contracts.

(b). With reference to the lease agreement
entered with Dacga PTE Ltd., for lease of
QC and RTG on'payment of lease rental,
please clarify whether the firm was
selected based on competitive bidding and
also certify the arms length relationship of
this transaction for admitting this expense
as an item of cost.

(a). The civil and electrical works, yard
expansion and purchase of 4 new Prime
Movers and Trailers were done using its
own funds. The addition of 1 used QC and
4 used RTGs was done through an
operating lease arrangement for five years
with a Singapore based company, viz.,
Dacca Pte. Ltd. The monthly lease pay out
is USD 58,800 for QC and USD 44,800 for
RTGs. Copies of the lease agreement has
been furnished to substantiate this
estimate.

(b). The lease agreement with Dacca PTE
Ltd. for lease of QC and RTG is based on
competitive bidding. Prices are reasonable

and are based on arms length relationship |-

of the transaction. A copy of transfer
pricing report from KPMG is also fumished
for determining reasonableness of the
prices. )

{vi).

Confim that the depreciation has been
computed on straight-line method, with life
norms adopted as per the Companies Act
or based on the life norms prescribed in

the Concession Agreement whichever is.

higher.

Depreciation is caiculated on a siraight—line
method with the life norms adopted as pe
the Companies Act. .

(vii).

The increase in estimation of insurance
cost from Rs.39 lakhs in 2004 to Rs.57
lakhs in 2005 under the head ‘other
expenses’ may be substantiated with

documentary support. Explain the reasons:

for estimating the insurance cost to
increase during 2007 and 2008 though no

addition is proposed to the gross block. in

fact the value of the assets for which
insurance cover is taken will depreciate
year after year and hence the insurance
cost should also reduce.

As per clause 1082 of the License
Agreement insurance will have to be based
on “replacement value” of assets. This is
also good commercial prudence and an
accepted business practice. Hence. the

insurance cost will marginally go up and |.

not come down. It -has furnished
documentary support -to justify these
estimates. o

(viil).

The estimation of working capital may be
modiﬁed in line with the tariff guidelines.

(a). The revised guidelines limits sundry
debtors to two month's estate income
(such as store rent in our case) & terminal
handling charges. These expenses are
very much relevant to PSA SICAL. Also,
these charges are not collected in
advance: but they are collected after the
services are rendered. That being so, PSA
SICAL has estimated the working capital
@ 10 days of the billing to take cae of.
exigencies. This is much less than what
TAMP normally allows ie. equal to 2
months revenue. '

(b). With reference to estimation of cash, it
is submitted that cash & bank balance
includes cash in hand as well as bank
balance. While cash in hand is as per the
limit provided in the guidelines, the balance
in bank, in absence of any specific limit, is

overned by the justification of keeping |

ek bbbt (o bl it o i
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The bank balance is the part of the total
capitai employed in PSA SICAL's terminal
-‘business " for 'strategic - purposes. This
current asset is required to get the best
terms for the financial facilities availed,
viz., favourable interest rate, fumishing

{ non-funded fadilities iike Bank Guarantee

to TPT, relaxation in corporate guarantee
requirement, etc: Periodically this is also
used fo fund capital. additions and |
replacement requirements of [T products

which have high obsolescence rate. The
financial leverage available helps us in

| reducing costs in many other areas.

PSA SICAL is a typical case with low
operating: cost and very low net fixed
assets: Therefore, such a buffer is required
to maintain a competitive tariff with
peing foyalty commitment, thus
facilitating us to discharge our legally

- | ‘binding obligations. Even -with this bank

balance, PSA-SICAL's capital employed is

.| varycsmait and the: return is inadequate to

. cover the. difference between the first and

_| the second highest royaty quate.

™).

| preceding

As wper “the revm tﬂﬂﬂ’ guidolim&.
| benchmark  to . measure . efficiency

improvement is the average performance
of the same terminal achieved in the
~ cycle. Reference. to
rmance of other terminals and also
the tariff levied thereat are not relevant.

PSA SICAL is advised to quantify cost
reduction, if any, achieved during the past
period and establish that the cost reduction
is due to efficiency improvement of its

| terminal and claim its share in the reievant
estimatas of expanditure for fixing tanff for
| the tariff validity period under. consideration

as per_tha relevant clayse of the revised
tariff guidelines.. - . S

Ever - since -the .commencement of

. commercial operation;  PSA SICAL has

-workest::very hand to achieve efficiency
lendership and cost leadership. The data
(both past and projected) submitted to
TAMP reflect this achievement. It has,
therefors, to consider its request as a test
case for competitive tariff based on
‘normative cost approach. While noble
-indention of law is to provide for incentives

1 for better  perfarmance and disincentives

for performance below the benchmark but
the literai interpretations of the guidelines
does not transiate this noble intention into
the actions. This is-because of the fact that
these provisions for incentives are

| introduced: in between .and that too without

_any treneitional provisions o provide for a
| situation: where all -operators are not at

| equilierium in terms of performance level.

o ThisAuthprﬂy ib}equésted to consider the ‘
1 intent of .policy: and- establish the “scope

wherein  this -Authority can apply its

discretion to serve the objective of the

newly introduced provisians in favour of an |
operator whose tarff is. lowest in the

. country despite - ineeting ' the, best
.| performance benchmarks,

().

The proposed :oondition reol
the date of Actual Time of Berthing (ATB)

of the vessel into the terminal for the

gurpose  of . convergion. :of . . dollar

denominated tariff into, rupee tejms. is not

* 1 found to bé In line with clause.2.19.1..and.
'2.19.2. of the revised tariff guidefines. _

- TAMP. is requested io give-us the flexibility

| of using Actual Time of Berthing (ATB) for
conversion of doliar rates into rupees
rates, since- this. will result in -uniform
exchange rate for- all the export boxes

. going into a particular vessel and make the’

bifling process simpler. Generally, the
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In case of storage charge on export
containers, the conversion will not be from
the date of amrival of containers in the port
premises but from the date of arrival of
container into the termina).

export boxes are all received just 2 to 3
days prior to ATB and hence the
differences wili be insignificant,

Since both TPT and PSA SICAL are
involved in storing and collecting storage
charges, the proposed provision is right

{xi)

Incorporate clause 2.19.3. of the revised

tariff guidelines prescribing regular review
of exchange rate.

Vessels are turned around in around 14 to
18 hours, hence the said clause of 2.19.3
of revised guidelines is not applicable.

(xii).

The proposed provisions about collecting
deposit from users in case where
transactions are not routed through Electric
Data Interface (EDI) are not found to be in
line with clauses 2.18.2 ang 2.18.3 of the
revised tariff guidelines. The proposed
provision at 2.6. may, therefore, be
modified in line with the clause 2.18.2. to
2.18.3. of revised tariff guidelines. Update
the exact rate of penal interest for delayed
payment by users / delayed refund by the
operator at 2% above the prime lending
rate of the State Bank of India as stated in
tariff guidelines.

The EDI route for transactions  with
customers has been stabilised with proper
tripartite arrangements. Therefore, there
will be no deposits, This is similar to the
ED! arrangement of TPT and. has been
well accepted by all our customers. it has
not proposed any provision for levy of
penal interest for delay in payment by
users / delay in refund by terminal. |t has
proposed a provision to state that all
transactions to its Custom are only through
Electronic Data Interface (EDI) with proper
tripartite agreement,

(xiii).

Explain the reasons for introducing the
proposed note number 10 about shifting of
imMport laden container to Off dock CFS for
disposal under Section 48 of Customs Act
if such cargo is not cleared within 25 days
from the date of landing. Furnish a copy of

the relevant order of the Customs in this

regard.

The Major Port Trust Act 1983, specifically
prescribes the provisions under Sections
61 and 62 for disposal of goods not
removed from the premises within the
stipulated time limit or in case rates or rent
are not paid.

It has amended the provision in
accordance with the revised Customs
notification. A copy of the same has been
submitted.

{xiv).

Expiain the reasons for not proposing a
composite box rate with discounts for
services not offered.

Composite box rate is not possibie due to
involvement of CHAs & MLOs while
invoicing and due to USD component for
some of the tariff items.

{xv).

This Authority vide its Order dated 20
September 2002 (which has been stayed)
had deleted the lashing / unlashing charge
of US $ 8.04 per container for reasons
elaborately explained the said Order. The
proposed rate for stevedorage charge of
normal container / transhipment container
and charges for shifting of container are
arrived at by clubbing the existing lashing /
unlashing charge with the stevedorage
charge and proposing hike of 30% thereof.
This works out to almost 100% to 124%
increase from the tariff leve! approved in
the Order of September 2002 for these
tems. Justify the proposed rate with
reference to the cost of services provided.

The MOC provides for PSA SICAL to
continue to collect charges based on 1999
tariff till @ new tariff is notified, Hence it is
logical to apply the upward revision of 30%
based on 1999 tariff,

f

(xvi).

Furish detailed cost sheet for each
equipment or service center for which tariff
has_been proposed to determine the

A container terminal offers comprehensive
service of receiving export boxes & loading
on to ship and vice-versa for import boxes.
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: reasnnabieness of mdmdc.nl tarill, items |-

with reference to the actual cost of~
providing the service.

. offers - variety -of  services-like loading /

I unloading, - handling varieties -of cargo,
covered & uncovered storage, iand use
gllggnent ‘eto. in the case of a container -

. Qpesation; : cross subsidisation - is not
relevant. ~ The . different - rates,
.conventionally proposed is for flexibility in
. billing . and- gue to presence  of dollar
denmmmted tariff. It is not possibie to split
the cost upder each equipment or service
center. The overall rate increase is justified
only through total revenue and total cost
position.

Im m ill#erent frem a mapr pon which .

ooy,

Prescnbe ggnceeannal tanff ﬁqr eoastal
- Gontainers at Schedule 1.1, 1.2, 1.3, 14,

of tanff proposed._for narmal containers in
lune With our Order number TAMP/4/2004-
Génl dated 7 January 2005, . r -

15aridilgattheleueln9;excaedm960% 5

Tariff for coastal vessels is prescrlbed at
jevel the concession envisaged by TAMP.

(cvi)

ir;d:cate the.

d|s|ncent|ves for-_performance bglow the

’ ‘benchmark Jevels. Also, explain the basis

for propos;ng suqh t;enchmark Ievels and
the mcentlves / dls-mcentwes

N

_benohmark - lgve#s of-
productwaty as sttpu!ated undor clause 6.8.-
of the tariff guidelines, ., Propose. incentive,,
for beffer performance of, the terminal and.

it-has been the most efficient terminal in
the couptry fromv day one in terms of both
productivity-and reliabifity. It never had any
monitory  incentive:” for  its: .superior
performance so far. Earier exercises in
the past, like, “Efficiency-linked Tariff
) Sgheme” and “Normative cost based on
_gpntainer _.handling charges with bench

- results.

marks™ have not yielded the desuredr

{xix) ..

Flowmg frqm the prmc;tple prescribed in

incorporate @ conditionality of allowing
refund equivalent to. berth hire charges for
the period when the vessels idle at its

| terminal when oparations cannot take place

due to fallure { breakdpwn of the shore
based facilities of the PSA SICAL

clause 2.15 of the revjsed. tariff. guidelines; |

On several. aecasmns it has turned: around
.productivity and have provided “catch-up”

MLOs do not pay extra for this reduced
berth usage. Also, this clause will only

‘the . wassel faster due to our ‘superior |

services for delayed vessels. Vessels /|

result in more disputes rather than helpmg
.| the cause of the port customers.-, BN

{xx).

Incorporate a prgy;sion g the rates
applicable on a container from foreign port
landing. at PSA. SICAL fer subsequent.

voy_a_ge qr vice VQFSE

based on this observations.

h- &

tran§h|gment to_an, Indign Pprt on coastal | - - -

It has mcomorated a necessary provnsmn

{xxi}.

53% in'lift off / liff on, Hatch cover handling,
Extra movement, Reefer related charges,.

; Shut out ‘and Wharﬁage -.over. the rate

. |approved in . TAMP . Order . of. :September |
12002 with reference tg the cost of services.

' provided ‘

Justify the proposed mm;eased of amund'

The MOG allows PSA SICAL te- eontinue
to collect charges based on 1999 tariff till.a

apply the upward revision. o! 30%: based
on 1999 tariff: .

. new:fariff is notified. Hence it -togicat to |+

o).

The unit of levy of charges for supply of
electricity o reefer coptainer .may. be
prescried on 4 hourly basis in line with
‘clause §,7.1. of the. tariff quidalines. While

.| doing sa, ccrrespondmg Adjustment_may

| be done in.the rateg proposed.. Also,
| justify the proposgd increase 'in the

charges far the supply of, elgctricity with.
refererice to the.present tariff of the. power
Lsuﬁ'p‘ly and. the average onnsumptmn of
“electricity per- shift.

it has modified the unit -of levy of supply of
electricity to reefer. containérs on 4 hourly
basis. The electricity charges have gone
up by 46% from the time it commenced the

only 30% increase from the 1999 rates.

operation where as its proposal envisages |
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[ (e

Modify the proposed note about
commencement of free storage period for
import loaded and empty container in terms
of clause 582 of the revised tariff
guidelines.

The proposed note is amended to comply
with clause 5.8.2 of revised guidelines.

(xxiv).

i
f

The proposed note number 5 about time
limit for levy of storage charge in case of
abandoned containers is found to be
incomplete.  Modify the said note to
include various provisions prescribed in
Clause 5.8.3. of the tariff guidelines.

't has revised the provision in line with the
new Customs notification to state that
where the container is seized / confiscated
by the Custom Authorities and the same
cannot be destuffed within the prescribed
time, the storage charges will cease to
apply from the day the Custom order
release the cargo subject to lines
observing the necessary formaiities and
bearing the cost of transportation and
destuffing. Otherwise, saized / confiscated
containers should be removed by the line /
consignee from the port premises to the
Customs bonded-area and in that case the
storage charge shall cease to apply from
the day of such removal.

i
I

_(;xvi) i

————

L]
9

incorporate a conditionality to state that the
storage charges shall not accrue for the
period during which the PSA SICAL is not
in a position to deliver / ship the
containers, when requested by the user,

The wordings of this conditionality should
be unambiguous. It should not result in
subjective interpretations resulting in
disputes than helping customers' cause.
There should be a national consensus and
all the terminals should follow this.

Explain the basis of the proposed tariff of
Rs.1000/- per transaction / report under
Schedule 2.3 for speciaiised system service
and also state explicitly the specialised
services proposed to be offered for levy of
this tarifl. Such services must not be those
arising in the ordinary course of terminal
operation.

This relates to generation of any special
reports/ information from. its system which
is not routine in nature, but based on
customer’s request. The revised proposed
Scale of Rates explains the services for
which the proposed tariff will be levied.

—

. The Tuticorin Port Trust (TPT} has aiso been re
information / clarification on the following points. The TPT has furnish

quested to fumish additional
ed the requisite information. A
s raised by us and the TPT's repiy are tabulated below:

| No.

summary of querie
I

Queries raised by us

Reply furnished by TPT

M.

Furnish NPV analysis of the bids of all the
bidders made in term of Clause 5.6 (b&e¢)
and 4.9.2 of the Tender to seiect the
successful bidder.

(ii).

Cete sk | | | 110 -

‘It has fﬁrnished the requisite information. |

The net present value of the amount
quoted by the second highest bidder is
Rs.6521.18 lakhs as against Rs,13,914.88
lakhs quoted by PSA SICAL.

Furnish comments on the reasonableness
of the proposed investments of PSA SICAL
to the tune of Rs.259 |akhs in plant and
~achinery and Rs.462 lakhs in IT during
the year 2006 and also confirm whether it
is as per the terms of the CLA.

It has not made any specific comments,
The TPT has stated that as per CLA
Clause No.6.1.5. the licensee shall use
best effort to promote and develop the
commerce at the Licensed Premises and /
or the Container Terminal in order to
achieve its maximum utilisation and shall at
all times, give foremost consideration to
this objective consistent with sound
business practices in its manner of
Operation. As per Artcle 8, Clause
No.6.1.1. of the LA, the licensee has to
make available all necessary resources
including capital investment for operation,
maintenance and repair of the Container

Terminai,

HE b Fooo e oo bt B R . A B lANL] B & e
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Comment on th; designed oapacrty of the

PSA SICAL Termihal for the years 2003 to
‘2008 taking . into  consideration the

Termlnal capacity mnhoned m the BOT

‘concession aﬁreement is' 300,000, TEUs | ..
per annum with its medem  bhanding | |

equipment and mfoanation sysiem.support.

| equipmenit deployed I proposed ta be
deployed - . | The length, of the berth is 370 meters and | - ..
draught “is 10.7 mirs.. The herth was. [ .
initially provided wﬂh4 Rubber tyred gantry
cranes, 2 Rait nted quay cranes and | -
supporting facilities. guch as tractors and [
‘frailers, etc. .as. stipulated.. in the BOT | - .
_ .agreement/ JAn .area measuring 10ha | -
La, UOUOOsqm)qﬂandhasMen provided-
for handlmg and stacking of containers.
The area is sufficient to handle 4,00,000 |
TEUs of containers. However, to handle
these contairiers, the equipment provided
-were not sufficient and the operator was
| | requested to -provide additional equipment |
to facilitate handling of more traffic. in i
.compllanoe with. the. port's request, the | ..
. L . terminal operator installed . -one, .more | .-
R C ' RMQC, four RTGC and required prime
: - | movers, besides yard expansion. The .
additional infrastficture was In-place by |
-end of March 2005. Hence the projections | -
made by the Terminal Operator at' 3561007
TEUSs, 391710 TEUs and 430881 TEUs for
the year 2006-2007 and 2008 respectwely
are in order ‘

,M?ﬂ' ks

10. - Ajoint heanng in thls case was held on 9 December 2005 At the Jomt heanng, the
PSA SICAL, TPT and the concemed users made their submissions. . indian. Chamber of Commerce
and Industry (Iccl), Tuticorin Custom House Agents’ Association (TCHAA), Tuticorin Steamer
Agents' Association (TSAA) and Tuticorin Port Hangling Agents Association have filed further wiitten
submrssrons relteratlng the polnts made by them earher : N

1", The PSA SICAL has subsequently vide Ietter dated. 16 January 2006 made furlher

" submissions emphasising on _considering efficiency gains on the computation of its tarifl. It-has

i furnished revised caiculation of efficiency gains as per the norms of performance given:by the
Working Group on- Nommative Cost based tariff wherever available and considered the report -
published by the World Bank (Measuring Port Perfonnanoe) by Patrick. in line with the approach
followed by it in its initial proposal, the efficlency gains assessed by the PSA BICAL as per the

revised caiculation for the period from the years zooo to 2008 is Rs. 228 88- emres and’ 50% thereof  *
ie. Rs.114.44 crores has been darmed asefﬁaency gam

_ It has subrmtted that the 2005 guldehnes provide to reward an operaterfor efﬁcrency achieved in"
operations by benchmarking it against the averiige ‘performance in' previods tariff cycle.- But the -
selection of such benchmark suffers from the deficiency to deal with situations arising because of Its
introduction in-between and that to in a heterogeneous market where all the players are not
performing at the same level- . e : _ .

The cumulative effect of l:he above arguments demands an mdependent benchmark as transmonal .
provision_ far moentrvrslng efﬁclency gains. Trus rreeds a devlatlon ﬂom what .is gwen in. irew ,
guidelines regardlng efficiency gains. '

Referring to clause 1 7. of the ‘tariff gurdelmes it has. oonelpded that the. guldehnes empower TAMP -
to deviate from the provision prescribed in the tariff guidelines. TAMP may exercise this dispragion -
while dealing with this issue in its case to serve in general the intent of law and pohcles in particuiar

the objective behind privatisation. A _

12 The PSA SICAL was gwen an opportumty of heanng on quantlficatron of gam !/ loss
on 20 July 2006 at the office of this Authority. ,

o
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13. - This Authority passed an Order on 23 August 2006 in compliance with the terms of
the MOC drawn on 17 August 2005 between the PSA SICAL, TAMP and the Ministry of Shipping,
Government of India and the direction received from the Ministry of Shipping on 17 April 2006 about
treatment of royalty for the period prior to 31 March 2005. The said Order passed by this Authority
was notified in the Gazette of India on 15 September 2006 vide Gazette No.140. In the said ‘Order
this Authority has assessed the gain approved to PSA SICAL due to non-impiementation of the 2002
tariff Order at Rs.72.63 crores for the period from November 2002 to September 2006. The gain
assessed for the past period was adjusted over 3 years period from October 2006 to September

2009. The net surplus for the period October 2006 to September 2009 after adjustment of the gain-

accrued to PSA SICAL in the past was estimated at Rs.14288.11 lakhs (i.e. 54.3% of the operating
income). Based on the cost position reflected, this Authority ordered 50% tariff reduction over the
1999 tariff and deleted the charges for lashing / unlashing

14.1. The PSA SICAL filed Writ Petition Nos.38845 and 38846 of 2006 challenging the
Order passed by this Authority on 23 August 2006 before the Hon'ble High Court of Madras.

14.2, The Hon'ble High Court of Madras based on the Writ Petitions filed by the PSA
SICAL had granted interim stay on the operation of impugned Order and allowed the PSA SICAL to
charge tariff as per the tariff Order of December 1999 until further Orders on these Writ Petitions.
The interim stay granted was extended from time to time by the Hon'ble High Court at Madras.

14.3. Subsequently, the Hon'ble High Court of Madras disposed of the Writ Petition filed
by the PSA SICAL through its Order dated 22 August 2007. The operative portion of the Order is
reproduced below: ‘

‘So far as the impugned order dated 23. 08.2006 passed by the first respondent is -

concemned, it is apparent that no opportunity was affordec as agreed in the memo of
compromise daled 17.08.2005. indeed, the learned senior counsel for respondents 1 and 3
submitted that the hearing was conducted oy by the Chairman. of TAMP. In s0 far as the
Impugned order dated 17.04:2006 passed by the Union of India is conicemned, this Court is
of the view that sufficient opportunity has not been granted. Taking into consideration of the
same, the impugned orders passed by respondents 1 and 3 are quashed on that ground. If
the petitioners intend to submit a representation, if any, to the first and third respondents,
they are permitted fo do so, within a period of two weeks from today, on receipt of the same,
the said respondents are directed fo give personal hearing to the petitioner and pass orders
on merits in accordance with law within a period of four weeks and six weeks respectively
thereafter,”

144, As TAMP can fix tariff for PSA SICAL only after the Government issues a policy
direction on the issue of pass through of royalty for the period prior to 31 March 2005, a joint memo
was also filed on behalf of the Petitioner and TAMP on 5 September 2007 before the Hon’ble High
Court to modify the Order dated 22 August 2007. The learned Judge after perusing the Order of 22
August 2007 observed that it was not necessary to modify or clarify the earlier Order. On receipt of
the representation, the TAMP could seek appropriate direction from the Ministry and pass Orders
accordingly.

15. The PSA SICAL vide letter dated 4 September 2007 has filed a representation. It
has mainly emphasised on internalisation of efficiency gain in the tariff which wil! help PSA SICAL to
cover its unmet operating costs through revenue stream while maintaining the tariff at globally
competitive leve!. The representation was updated based on the presentation made by PSA SICAL
subsequently. It has also drawn reference to the submissions made by it earlier in Annexure E of
letter dated 16 January 2007 as regards efficiency gain. Some of the main submissions made by
the PSA SICAL in its representation and its letter of 1§ January 2007 referred herein are
summarised below:

{i). The operating cost estimated to be incurred (including royaity), the royalty to .be
paid and the estimated average tariff that will be allowed by the TAMP during the
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(iv).

. -lifa.of the License Agresment.gderived basati-on.tihe; principles followed in 2002 tariff
. Order and 2006 tariff Order are tabulated:below; ~ - -

" RecFTEU (based on 2002 tariff order)

Year

Tariff

Totsl Expenses

Royalty paid

[2p0205

g g ‘tﬁ%? PR

BT o

3668

-2006-08

Heat . |

1923

i

12000-11

00

2788

1798

[ 2012-14

2015-17

1236 -

RN R 2
T At

2018-20

2045"

5399 3421

202123

—Seo

3959

' }024‘48 ‘

T

- - Calcutated tariff based ""Wfﬂ"m

ey

2002 tariff Order. - -

The above table clearly show that révenus genieratéd: by PSA SICAL bated on the
tariff recommended by TAMP does not cover the operating cost incued’ by PSA
y PSA SICAL to Tuticotin Port Trust (TPT) is

SICAL even if the fixed royalty paid b

)

- axchaded from the_operaﬁng‘oost_. T

s AE

- - Referring to the efficiency

gain cemptited By it at Rs.228.88 trores for the years

'2000 to 2005, in-itsiearfier fetter dated 15 January 2008, ﬂhas*statndma'tmanff for
thetypfcalﬂwee yéars: after ndegnhiragmncygmn should -havé been as

" follows:"’

" (inRe)

2003

3069

2787

_ 2004
2005

3ET

“The above tariff is well within the tariff ordered by TAMP to the other container
terminals in our country. Usiny the discretionary powsrs available to TAMP as per

- clause’ 1.7, .of the Yariff

guideéfires and ‘using the policy Statement applicable to

Maiitirtie Sector providing TAMP Wwith fleXibility to reward efficient container terminal,

' TAMP must incentivise PSA SICAL for sustaining and enhancing its efficiency.

If PSA SICAL is allowed to inferhalize efficiency gains as a part of the tariff it
- 4 ! 9

L chamgEste fts

fomers; it will be In 2 ‘pasition to atleast meet a certain percentage
of its unmet operating costs. Otherwise the return allowed by TAMP will not cover
' the'digafiowed portion of the royalty. - ¢ ¢ |

' (Rs.[TEV)

" Likely ROCE aflowed by TAMP

7 {ReSTEY)

~2006-08

157

475

K1

201214

2&@9,—11 1. )

12

346

2015-17 |

8

1571

Basis; 30 year finance mode! in its proposal of August 2005,
For the period 2002 to 2004 it has aciually handied 743,465 TEUs which is 71,274

. TEUs morg than projections made in 2002 tariff Qrder. The excess volume handled

is less than 20% of the volume projected in. 2002 tariff Order. Juxtaposing this
 reality with paragraph 2.13..of the revised guidelines, implies that PSA SICAL needs
to. be. compensated for its efficient opetations while sefting the tariff at the end of
each. fariff. cycle or the resuftant gains may: be. appropaalely be allowed to be

retained. while. assessing the gains / fo

SICAL this. amount which is ordered to.

calculations is to the tune of Rs.12.74 crores.

for the past period. According to PSA
ecavered by TAMP in the gains / loss



.

THE GAZETTE OF INDIA : EXTRAORDINARY [Part I11—SEC. 4]

(v}). To summarise, PSA SICAL has requested to allow internalisation of efﬁclency gains
in its tariff to meet a certain percentage of unmet operating costs by exercising the
policy space provided under the revised guidelines of tariff fixation and by the
Maritime Policy.

16.1. In compliance with the Order of the Hon'ble High Court dated 22 August 2007, and

in terms of Clause 9 of the MOC, a personal hearing was given to PSA SICAL on 21 September

2007 by this Authority with required quorum before determining the advantage / gains accrued to

PSA SICAL in the past for adjustment / set off. PSA SICAL was earlier called upon to fumish all.
relevant documents and necessary analysis required for quantification of the gain, if any, accrued to -

it, as per the MOC before the date of hearing. \

16.2. At the hearing, the contents of para 6 of the Order of the High Court of 22 August
2007 were read out and the purpose of the personal hearing was explained to PSA SICAL. The fact
that both TAMP and PSA SICAL had filed a joint memo for rectification of the time limits prescribed
by the High Court for passing an appropriate orders by the TAMP was also recalled. PSA SICAL
agreed that the time limit for TAMP should be read as six weeks as this Authority has to take into
consideration the order to be passed by the Government within four weeks from the date of filing of
the representation by the PSA SICAL. -

16.3. PSA SICAL made a power point presentation highlighting certain facts (like the
second highest royalty quoted as cost, efficiency gains due to PSA SICAL, volume gains,
reasonableness of the cost estimates and treating certain items of expenditure as per the
Accounting Standard and Audited Accounts) to be recognised while fixing the tariff. Some of the
points explained by the PSA SICAL in its proposal did not reflect the correct position. When pointed
out, the PSA SICAL agreed to furnish amended copy of its presentation. During the presentation,
the PSA SICAL, interalia, made the following points:

{i). It does not challenge the calculations contained in the earlier orders of TAMP. They
) have only chalienged some of the concepts and principles of guidelines followed by
TAMP.

{ii). With ageing of assets, the Return allowed on capital in tariff computation decreases
over time. In contrast, the payment on account of royalty rises due to increase in
unit rate of royalty payable and the growth in volume handled. They do not have any -
source other than tariff to meet the uncovered portion of royalty which is disailowed
as pass through. Accordingly, the Authority should devise some mechanism and
compensate the operator in some form, for the disallowed portion of royalty. One
such source is meeting such burden out of efficiency gain to be allowed in tariff.

(iii). By allowing partial pass through of royalty; the Authority and the Government have
recognised the fact that it is a legitimate outflow to the company. "Therefore, it is
necessary for the Authority to provide suitable avenue in tariff to meet the
uncovered royaity.

{ivi.  They are well aware of the requirement spelt out under clause 2.4.1 of the revised
tariff guidelines relating to sharing of efficiency gain. PSA SICAL is rated very high
for its efficiency and cost effectiveness. However, they cannot establish any
efficiency gain for the relevant period as required by the guidelines since they had
commenced operations from a very high level of efficiency and therefore setting a
very high benchmark which is comparable with any international termlnal The
scope for continuous improvement is, therefore, limited.

(v). TAMP should not confine its attention to clause 2.4.1. of the revised tariff guidelines
alone. It should recognise the other provisions in the guidelines which call for
ensuring fair and reasonable return to private investors, Clause 1.7. of the tariff
guidelines permit the Authority to deviate from the prescribed guidelines. The
Authority should be ready to exercise its discretion to relax the requirement of
clause 2.4.1 bearing in mind the requirement imposed to recognise efficiency
elsewhere in the guidelines or the palicy of the Government.
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has aiso filed written submissions of the points put forward by them during the hearing. The'PSA

SICAL has mostly reltgratad the points made on efficiency gains and the need to allow pass through

Vo g, o8
ST U

JE s TS casl ol ndt e ke I conRnIOn by the Authority ater tie persona al

hearing given to PSA SICAL since the fresh direction from the Ministry of Shipping‘Read Transport
and Hig (MSRTH) on treatment of royalty for the period prior to 31 March 2005 in compliance

Vit the GTRAK BF NG HonRSle- i Conpdiet-20 Augusk 3007 it 10t recsived et that time.
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i the meanwile, there was change in the composiion of this Authority... This Authority therefore

decided to give a N ersdnhiienring 19 PSASICAL s felftirstl By clatse  of the Memorandem
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i Mﬁ%%ﬁﬂﬁ%e Figh Court dawd 62" August 2007, the

Ministry of Shipping, Road. Transport and HigHwyi- (MGRTMY vide ite lefter No(PR-14019/6/2002-

PG (VokI) dated 20 February 2008 has issued a direction under Section 111 of the Major Port’
“Frosts Act, 1963 15-this At - oot e irkgtivieht

; - q o foyaRty-in ties caias 'of PSA SICAL for the
period prior to 31 March 2005. The operative PR DI dRe0BONs Of MBRTH {3 reproduced below:
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ST e 7 The wahﬁsamsmwﬁ%:mmmmmm wvow: of hearing have been

carefilly anflydsts PR RohBid Ml Covt) Midias hés dissoted that the matter be
decided on merts -ahd"in Sateordiinbe: with Yaiv.’ '¥0--sonform to the aforesaid
requirements, as per the directive of the Hon'ble Court, the decision in the case of

L g SICAL Shonke b9 n Twh e dbcions aken i Toapect of simierly placod

- GAses, GWMW!W&WWGW# Contaimer- Terminal Limited

'CCTL). In the CCTL case, the Govemnment has already decided the extent of
o o sk ‘S Ao of cOt ANUFHAY i9susd: a policy direction to TAMP.
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b jirects that TAMP should
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14. While computing the tariff in the case of PSA SICAL vide order dated September
2002, TAMP aliowed some additional surpius-é>be retainetd by PSA8ICAL, over
.. and above the prescribed retum.on the caphel employed. However relention. of

aof
vhen. pass

SIS It St L O

e 15. TAQ!TIE should also.take a decision on the issue of interest on the surplus retained by
[PV L. tm MRS L e e
fo be factored in and offset while computing tarit for hefuture-period.”
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documentation 1o be compiled for the hearing.

20.2. . Apersoiifien Wi GrrPtE PERGIGAL ot 9¢-Baptember 2008 at Chennai by
this Authority with the required quorum before determining the advantage / gains accrued to PSA
SICAL inthe past. R R I S Pl

While issuing the notice for personal hearing, the PSA SICAL was again called upon to furnish ali

relevant documents and necessary analysis required for quantification of gain, If any, accrued to it

ratSr¥y the prviou s pEfods b Whether this interest accrued is .
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as per clause 7 and 8 of the Memorandun ¢f Compromise. it was also advised to furnish any other -
details it may necessary with respect to proposal dated 8 August 2005. A copy of the fresh direction

received from the Ministry of Shipping dated 20 February 2008 on treatment of royalty for.the period
prior to 31 March 2005 was aiso forwarded to the PSA SICAL. IR

20,3, At the hearing on 16 September 2078, the PSA SICAL without going into the

substantive issues, filed a written submission requesting further extension of time till 15 October
2008, . ' :

It was made known to PSA SICAL that the repeated requests made by it seeking time for submitting
its arguments is unduly delaying the final disposal of the case. The PSA SICAL was granted two

weeks time to make its further submissions during the next personal hearing schedule on 30
September 2008. -

21.1. Aé scheduled, PSA SICAL was given a personal hearing on 30 Sept_ember 2008 at
New Deihi by Chairman (TAMP) and Member thus constituting the required quorum. :
212 Atthe hearing, the PSA SICAL made the following submissions:

{i). When the bids of Tuticorin Container Terminal were submitted, TAMP had not

finalised its guidelines. Therefore, they had no means to understand the tariff policy
before submitting their financial bid. :

(). - TAMP guidelines on foyalty pass through do not take cognizance of.the provisions
of individual the License Agreements. - '

(iti). The absolute size of return is falling over the period of time due to depreciation of
assets. There is an inconsistency in the approach, as 16% return is inadequate to
cover the part of royalty not allowed as pass-through. _

(iv). TAMP may consider full pass through of royalty and revise the guideiines specific to
licencee. TAMP may also recommend renegotiation of LA to TPT /GOI.

(V). Please interpret Article 7.3.5.1 of LA in right spirit to fix reasonable tariff.

{vi). TAMP may continue with 1999 tariff while the process to review the guidelines is
initiated. :

(vi). TAMP may consider whether the Memorandum of Compromise of 2005 still
survives, We feel, the MOC 2005 has lost its relevance with the passing of tariff
order in 2008,

{vii). TAMP may consider

(a). ‘éfﬁciency gain’ as calculated in théir proposal as revised by them.

{b. Royalty to be allowed as pass through.

{c). CITOS payment may be allowed as cost.
(d). Deferred revenue to be considered for amorfisation as per accounting
policy. .

{ix). The approach followed by TAMP was to determine royalty of the second bid on
NPV -basis. It is requested to consider year-to-year position for the 9 year block of
1989-2008 for this purpose.

(x). Full pass through of royalty beyond MGT should be considered.

{xi). Please set off past surplus in 3 cycles.



[mnr—“ﬁNJ L Wﬁfm mulm

2% .. ... The HSASJCJ«L has-alen. fileda witlen submmbn and submitted Audited Annual
Aocounts for the years 2005, 2006 and 2007. it has stated that-the submissions are based on the

tariff Order of 23 August 2006 passed by this Authority, the directions given by the Hon'ble High
Court on 22 August 2007 apd faking.inte: r.;nggideratnurshq frash direction from the MSRTH dated 20
February 2008 on the treatment.of royaltyhrsthe pariog prior: to 31 March 2005.

214 . . The PSA. S&C@L has fumisl'ted fe\naad calculation. ‘of afﬁclency gain and
recalculated the net gain accrued to them for the ‘past period.  The highlights of the written
submissions made by the PSA SICAL is explained below: ' '

(a).  Inthe fre;h ca“léufatlons the FSA SICAL has computed efficiency gain on
employes ¢ost, equipriient ;;ynmng and repairs cost, depreciaticn and
overheads with reference to I!a awri cost’ parameters with reference to the
prewousyears ' Lo ‘

The oo§t parameters over a tanff cycle is considered and savings per year
is arrived at. It has computed efficiency gain for the years 2000 to 2002 as
the first cycle second cycle as 2003 to 2005 and third ‘as 2006 to 2007.

o _. eﬂcy 8 i"?r Qach me ‘cost items, inflation

g“ ‘91;* " g}gn Pupwushed by the Reserve
jate the inflation impact.

‘Bank of Idia 1s taken into aooount to

(0.

ect of above mentioned cost
ed befow:

2003, ]; 2004 | 2005 | 2006 | 2007 | 2008 |

«# o0 | Operating. Labour

Gt (Resircgiche) .| 266 | 264 | 313, | 370 | 387 | 430 | 506 | 465 | 576

‘Operating Labour

- g .

. S . 148 .| 161 13171 137 142 108 128

L (Repor TEY). | 176 |.130 | 146 | 161 | 131} 13

‘ﬁm L.bour + [T R F S ‘!_ N .
Cost . inflation amr |

- adjusted (Rs.. per 1784 124 | 127 132 :,,102 98 91 i

B years averat® | . <=
Operating  Lsbour |

|cont (Rﬂmﬁm

00Z 1. 2963 2004 | 2005 | 2006 | 2007 | 2008
SR *"M”-‘“ﬁ 106°f wro {11897 178 | 200 | 263 | 209 | 260

142 | 162 | 124 | 138

141

' | cost (Rs. par TEU) |
G ' Efficiency Savings 29 4
{Rs. per TEU) i
50% - Retainable 15 0
(Rs. per TEU)
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(iii). It has similarly computed efficiéncy gain in overheads at Rs.47 per '
TEU for the block 2003-05 and Rs.37 per TEU for the years 2006-
08. N S

Efficiency savings in depreciation is assessed at Rs.55 per TEU for
the block 2003-05 and Rs.34 per TEU for the block 2006-08. '

{iv). Accordingly, the total efficiency gain assessed by PSA SICAL is
tabulated below: ‘

(Rs In lakhs)

2003 . 310 .
2004 389
2005 423
2006 319
2007 . 387
2008 403
Total 2231

().  Rovalty: ]
As per Memorandum of Compromise signed between PSA SICAL, TAMP and the
Ministry on 17 August 2005, the period of applicability of royalty treatment should be

consistent with the policy decision taken by the Government of india in the matter of
CCTL. '

(a). Pass through of Second Highest Rovyalty: -

{i). As per the workings given below, it may be observed that if the

toyalty paid is not factored in, it would result in net cash deficit to
the operator; '
‘ {Rs. in lakhs)
Sl Particulars 2002 | 2003 | 2004 | 2005 | 2006
No. : '
A. | Net SurplusiDeficit before | 2166 | 1788 { 2437 | 2799 | 3158
payment of royalty (as per '
annual audited
statements)
B. | Net gain as determined by | 1441 | 1492 | 1791 | 1995 2324
the TAMP
C. | Retainable Surplus  (A-B) 725 296 646 804 835
D. | Less Royalty paid 540 776 | 1095 | 1535 | 2352
E. | Net Cash Deficit to 185 | 480 | 449 | -732 | 1517
operator (C-E)

it has, therefore, requested to consider royalty pass. through of
second highest bidder from July 2003 onwards {period prior to 1
April 2005}, ' :

(ii). it has fumished the computation of the second highest royalty by
comparing the NPV of the financial parameters quoted by it with
that of the second highest bidder on the actual throughput achieved
from the date of commencement of operations till the year 2007.
As per its workings, the second highest bidder’s offer of royalty plus
upfront payment works out to 61% of amount quoted by PSA
SICAL. It has, therefore, requested to consider the second highest
royalty pass through to the extent of 61% as per its computation.

L
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to give a fair retum to ihe Terminal operator.’ v

N @i).  Ap

Tné TAMP has sdmitied the. nmwmm'mim ipwtem 31 March 2005
relying on the certificate issued by the Chartered Accouritants establishing arms
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e wught ﬂemmmwfnﬂmaam umw 25 September 2008

- 1 set OFFgEINE TCtruS for e DASE FUNOE, TFify, over theeit S tariff cycles (i.e. 9
years) instead of 1 cycle (i.e. 3 years). Since the Memorandum of Compromise

- entared DA Aligukf 2008 refitted (thé ‘et ol oved thfe@ yéars period, it has
requested to factor the set off period in next thres" #iff cydes (le 9 years),if
apphcabie based on Ihc Mmistry s approval _ .

{vii). It has further submitted that the gundelmes for ﬁxatlon of tanff nsuad in March 2005

' are inappropriate for its terminal for the simple reason that if tariffs are fixed as per
the guidelines, it would resuit in the terminal operating at loss. Indeed, it would -

soon be faced with a situation where the tariff fixed will actually be lower than the
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(viii).

royalty committed in the Llcense Agreement. This anomaly has arisen for the
following reasons:

(a).

(b).

{c).

(d).

{e).

(a).

(b).

(c).

(d).

(e).

PSA SICAL submitted its bid for the terminal to the Tuticorin Port Trust on
24 October 1997. In this bid, it offered a royalty payment scheme to the
Port Trust that provided for rapid increase in royalty over the years. TAMP
had not formulated their gundehnes for tariff fixation at the time it submitted
the bid.

The License Agreement with the Tuticorin Port Trust was signed on 15 July
1998. As per Article 7.3.1 of the License Agreement, it agreed fo tariff
ceitings to be fixed by TAMP.

In 2002 tariff Order, (an order stayed by the Honorable 'ngh Court of

Madras), royalty committed by it was not allowed as cost. - The |mmed|ate
implication of this was that the termunal would become unviable.

It expected that TAMP, a statutorily created body would ﬁx a fair tariff which
would allow a reasonable margin to it after accounting for the cost of
operations and the royalty payable to the Port Trust.

The TAMP guidelines of 1998 did not give any indication that our jegitimate
expectation of a2 reasonable tariff was misplaced. In particular, the
guidelines did not say that royalty would not be taken into account when
fixing tariffs. The guidelines only provided that the basis for fixation of tariff
was cost plus 20% retum on equity (later changed to 16% return on capital
employed).

If NPV basis is adopted as Ithe yardstick for determining pass through, only
46% of the royaity payment would be allowed as pass through.

The pass through upto second quote of royalty will not prevent the terminal

from going into the red. From 15 July 2008 the per TEU royalty payable to

TPT is Rs.1313 per TEU. If only 46% is allowed as pass through, this will -

feave Rs.709 per TEU uncovered. in 2020 the royalty amount is Rs.3504

‘per TEU. That would leave Rs.1892 per TEU uncovered. Thus, even if the

pass through as allowed is applied it is a matter of time that tariff will fall
even below royalty. The root cause is that the tariff fixation guidelines and
the policy directives do not adequately take into account the specifics of our
case. .

Full royalty paid should be allowed as'pass through and, if need be, TAMP
may prevail upon the Govemment of India to issue a suitable policy
directive.

. Revised tariff fixation guidelines may be. formulated exclusive for PSA

SICAL.

Renegotiation of its License Agreement with the Tuticorin Port Trust may be
recommended with a view to reduce the royaity committed in such a way

that the existing TAMP guidelines would become reasonable in its case too.

Past period surplus may be spread over 3 tariff cycles based on approval

" from Ministry.

Article 7.3.1 of the License Agreement may be beneficially interpreted to set
the tariff and give relief to the Licensee.
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actuals upto Seplember. Based on this computation it has submitted that the
second highest royaity to be allowed as pass through is 57%. o :

{v). It has submitted that TAMP may consider the annual escalation factor of 8% in fuel
and. power cost as estimated by it which is well below the 10.6% actuals that
prevailed in 2007 (based on WP},

(vi).  With reference to tariff computation based on standard ‘capacity following 2008
upfront tariff guidelines, the PSA SICAL has submitted that the total stacking area
for 1 hectare of land using rubber tyred gantry cranes works out to maximum of 380
TEUs per hectare. It has, accordingly, after applying the modified factor for ground
slots arrived at yard capacity of its terminal at 326394 TEUs. :

{vi). It has also forwarded its letter to the Ministry of Shipping dated 25 September 2008
requesting the Ministry to issue suitable direction to TAMP to set off the_gain
accrued, if any, over next 3 tariff cycles i.e. 9 years instead of one tariff cycle stated
in the Memorandum of Understanding signed in August 2005. Apart from this it has
reiterated its earlier submissions made during the hearing. - -

{viii). it has stated that without prejudice to its position that 2002 tariff Order is not valid
and its subsequent Writ Petition was withdrawn to facilitate out of Court settiement,
the contention in its earlier Writ including 2002 Writ Petition remain valid.

23.1. The PSA SICAL has subsequently vide letter dated 24 October 2008 made further
submissions with a copy endorsed to the MSRTH. It has clarified that these submissions are
without prejudice to the larger submissions made in its letter dated 3 October 2008. Some of the .
main points made by PSA SICAL are given below:

{i). TAMP, in their Order of November 2000, have permitted full'royalty as pass through
for the Nhava Sheva International Container Terminal (NSICT) at JNPT. Such pass
through continued to be available to NSICT upto 2005 and without the condition that
there should have been a loss to the terminal on account of the royalty not being
taken as pass through.

{ii). It is hence requested that full pass through of royaity may be allowed in its case
also upte 2008, if need be, in consultation with the Government of India in view of
any directives the latter may have issued to TAMP,

(iii). Not extending the same benefit to PSA SICAL as was extended to the NSICT would
be discriminatory. '

(iv). - Given the escalating stream of royaity offered by it to the Tuticorin Port Trust, it is
essential that full royalty pass through be allowed for the entire period of the
concession. Otherwise, there will soon be a situation where tariff- fixed will be lower
than royalty dye to the port. It is hence again requested to allow full royalty pass
through for the entire period of the concession. Alternatively, to propose some
cther satisfactory solution to the problem. :

232 It has alsc forwarded a similar letter addressed to the Ministry of Shipping, Road
Transport and Highways dated 29 October 2008 for treatment of royalty as pass through on par with
NSICT. _

241, The PSA SICAL has subsequently vide its e-mail dated 10 November 2008

forwarded a copy of the review petition dated 7 November 2008 submitted by it to the MSRTH about

full pass through of royalty and on other matters. In its review petition, it has requested the S
Government to direct TAMP to allow full pass through of royalty for the entire period of Concession '

and allow adjustment the gain accrued for the past period over 3 tariff cycle of 3 years each (ie. 9

years). It has requested this Authority to wait for the response of the Ministry before passing any

Order in respect of its application dated 3 October 2008. ' ' -

242 The MSRTH hars already issued a policy direction on the matter relating to
treatment of royalty for the period prior to March 2005 in compliance with the Order of the High

-
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Court dated 22 August 2007, The directive is binding on this Authority. Merely because a review

. application is fleg befareihe Government; Abin.Auliority: on-its own cannot suspend implementation

of:the palicy. dingation, unlees:it igcopecificallyFaauired. so ‘either by the Goveroment or the Hon'ble
High Court, ~..Thisdythasty, thesefore. dacidedoto pragend . with. reviewof PSA SICAL tariff in
compliance with the Order of the High Court. S R o _
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28 o -The.proceadings:relating To.consuliationun:this case are avaitable on records at the -
affice-of-this. Authority. . An..gxcerpt.of- the .commeats 1eo ived. and arguments made by the
conceined partiesewill basent separately: to the: reievant parties. Thase: details will also be made
available at our website hitp:/fariffauthority.gov.in. - . L - '
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'SICAL as per the Memorandum of Compromise of 17 August 2005.
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- . advantage / gain for adjustment / set off in the further tariff, The Hon'ble.

e e e e High Gourt: held-thit the porsona): hearng..giver. 4o PSA SICAL by the

. Chairman of this Authority alone on 20 July. 2006 wae. not adequate. The

: Hon'ble High Court has, therefore, quashed the tariff Order of this Autherity
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Though the PSA SICAL had confirmed earlier. that it doas: not propose to
make any further submissions, it has subsequently in October 2008
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Ceoratsn s et _-astimates for the:future Dﬁﬂwmﬂhmfemwzms actual.. - :

IR RS S O Rt

B R B T LR L L :
: The proposal filed by the PSA SICAL in August 2005 and subsequent
o et e oo SUDITIGSIONS. made -by-the BSA SICAL alang with»the revised computation
e DT ‘=-of:vpast-»pa(i¢dgqainwﬁﬁi9imx.ggjn,ampmgr:submissions ‘made by the
oo - PSA SIGAL jn ite: letter- datesh 3.Qetober: 2008: are considered in this.
analysis. ' . ’ . '

o DT P U T A R A L ) N

. (), + i may be relevanthere to vecall thatOrder of this; Auhoxity passed in September

LT 2002, effecting-an acrosscthe-board. reduction of 15% over the Scale of Rates of

- 4888 and- deteting. the tariff item  for. lashing ./ unkashing, stowage planning and

A Upervision m«ges--w:awe&mmmmqaby the. PSA-SICAL in view of the interim
stay Order:eblained from the Hon'ble. High Court at Madras.on petitions. filed by -

PSA SICAL challenging the impugned Order. -
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(ii).

(iv).

(v).

The litigation culminated in a Memorandum of Compmhise entered between the

concermned parties on 17 August 2005 which was taken on record by the Hon'ble
High Court of Madras while dismissing the writ petition filed by PSA SICAL. '

Some of the user assaciations have stated that the MOC was finalised without
consulting the users and, therefore, it will be nuil and void. It is relevant to mention
the MOC was drawn between the concemed parties involved in the Writ Petition
and the same was accepted by the Hon'ble High Couit while passing the Order. -

The PSA SICAL has stated that the Memorandum of Compromise of 2005 ha s lost -

its relevance with the passing of the tariff Order of 2006. PSA SICAL in their Writ
Petition while praying the Hon'ble High Court of Madras to quash the Order passed
by this Authority in August 2006 has referred .clause 9 of the Memorandum of
Compromise and submitted that they were not afforded an opportunity of héaring as
per the said clause of the MOC. The High Court of Madras in its Order of 22 August
2007 has on ‘that ground’ struck down the Order passed by this Authority and.
directed to pass fresh Order after giving an opportunity of hearing as to the PSA
SICAL. : ‘

Thus, the Memorandum of Compromise signed between PSA SICAL, TAMP and
the Government on 17 August 2005 survives il the revised tariff of the PSA SICAL
Is fixed in compliance with the Order of the High Court, '

The PSA SICAL has also stated that without prejudice to its position, the 2002 tariff

Order is not valid.

The Hon'ble High Court of Madras in its Order of 17 August 2005 has not quashed
the Order passed by this Authority in September 2002. The Court has dismissed
the Writ. Petition based MOC signed between the concerned parties before the
Hon'ble High Court. As per the MOC, PSA SICAL is allowed to levy the 1999 tariff,
tilf the revised tariff is gazetted. ) : )

As per the MOC, advantage / gain accrued to the ‘operator by virtue of not
implementing the tariff Order of 2002 in view of the stay, is to be quantified and set
off in the new tariff. : : o

Thus the tariff Order of 2002 forms the basis for quantifying thé gain accrued to the -

operator as per the MOC. Hence the contention of the PSA SICAL that the 2002
tariff is-not valid is not correct. ‘ . '

One of the important issues which has been agitated vehemently by PSA SICAL for
consideration in this case is about the treatment of the royalty as an item of cost for
tariff fixation. '

(a). The PSA SICAL has argued that this Authority in its Order of November
2000, has permitted full royalty as pass through for the Nhava Sheva
Wiermational Container Terminal Limited (NSICT) at JNPT, which was
comtinued to be available to NSICT upto 2005. It has hence requested that
full pass through of royalty may be allowed In its case also upto 2005,

Royalty payment was allowed a$ full pass through in the initial tariff fixation
of the Nhava Sheva International Container Terminal Limited (NSICT) in the
year 2000 and this position'was maintained till 31 March 2005.

The treatment of royaity came under focused scrutiny while processing the
initial tariff of the Chennai Container Terminal Limited (CCTL) in March
12002 and i was decided not to admit royaity as pass through for reasons
elaborately explained in that Order. Flowing from this decision in the CCTL
- case, royalty was not admitted as pass through in the PSA SICAL also
while fixing the initial tariff based on its cost position.



!

-

! ¢ T T O ¢

[ 1] 4]

AL TR A L
P
B
Ny
Pl

i PROSCUDEE R > . 3
7 guidelines of 2005 were issyed as a policy direction of the Government and -

e
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n any case, satment of royalty for She period prior to 31 March 2005 in the
'PSA'SIC, govemed by a.specific policy direction issued by the MSRTH

" under Saction 111, of the Major Port Trusts Act which is binding on this
©. Authority, e Y o

Ty by

- zupﬁ aiso, the PSA SICAL has requested pass.
while_fixing its. tariff. It has argued that the guidelines -

S o DDO% on royaly pass through do not Yake cognizance of the provisions of

individual the License Agreements. The PSA SICAL has also requested

. that the fil royalty. must be allowsd as pass through on the differential

S trolig

i beyond the MGT in Grder to give a fair retum to the Terminal. .

W

!: [

. 16 subss4uent o 31.Manch 2005, Clause 4 of the MOG requires

- pass through of royalty to be allowed as per the manner and mode

R

i,

pr tne e

Jin.the 20085 tariff guidelines. It is noteworthy that the tariff

re.bindihy on this Authority. - The requeat of the PSA SICAL to admit full
royalty is not in fine with the tariff guidelines. R :
is thus clear that the treatment of royalty has to be done as follows:
" Treatment of royalty for the period prior to 31 March 2005 is
‘governgd. by the. -policy direction issued by the. MSRTH in
comgﬁancamthmdrdar of the High court of Madras dated 22
August2007. - . . . . - -

@) ..Forthe period sybsaquent to the tariff guidelines:

As per clause 4 of the MOC for the period for the period after 31

|7 March 2005, the treatment of royalty has to'as per manner and

T L ‘mode prescribed in the 2005 tariff guidelines..

@) .In gakpsct of (). (). (). above, the Ministry.of Shipping Road Transport and
7  Highwaiys i campliance with the Order of the Hon'ble High Court dated 22
. August 2007

“and ‘sifter:giving an opportunity of hearing to the PSA SICAL

She

has passed fresh directions to._this. Authority on 20 February 2008 under
111 of the Major Port Trusts Act, 1963 directing this Authority to follow the

, ;. game method of . mputation and treatment of royalty, as in case of CCTL,

P , for, the_period prior to 31 Makch 2005, As regarids import of the word "loss’,

+73 'S e ‘same interprétation made in the case of Chennai Container Terminal

H g:.‘{
i

B SRR N

<7 tariff jn the,case of PSA S

© 1 Tuadrachion iisued by

iv

’ urqﬁq.fshq‘ﬁuﬁé‘gppliad in the present case of PSA SICAL.
PR L T ,_- i . . . . - )

the MSRTH also states that while computing the
ICAL vide grder dated September 2002, TAMP

" "had aflowed. some. additional surplus to be retained by PSA SICAL, over

" “and’ above the-
" son i, . Tetanfion of extra

AT
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~
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%rzgcribed retum on the capital employed. - However.
banefit‘has not peen aliowed by TAMP to CCTL for the

when pass through of revenue share was allawed in that case.

7" period when pass thraugh of revenue har
T 2 Frérstore. TAMP should take this also into account, so as to ensure

“*_ Giforrmity of approach vis-a-vis that in respect of GCTL.

N .I@‘MSRTHhas'(éiso‘.a?dviséd t_his_‘Authority to take a decision on the issue

of interest on the surplus ratained by the Terminal Operators in the previous
. (peng'oc,[s‘ and, whether this interest accrued is to be factored in and offset

7 while, computing tarff for the_ future period which s discussed in the

.~ Subsequent paragraphs. . .

ooy
LR

RN T,
A 21

S ‘pgaéqmmugh atrevenue share: .. .

L2 T

“ b/ while implementing the pblicy direction issued by the Ministry
Oatimgp‘mg vide, its letter No.PR-14019/6/2002 PG(1) dated 7 Navember
3 in the CCTL case, had adopted the following approach for allowing

<, % Hevenue share to the extent of second highest bidder (.e. 27% of -

the grass revenue) was considered as an item of cost.
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ii). The term ‘loss’ in this context was taken to be the revenue deficit

after considering admissible cost elements and permissible return.

(iii). - The additional surplus allowed to be retained with the CCTL in its
earlier Order of March 2002 was not aliowed in the November 2003

{iv). The cost position after admitting the royalty to the extent of second
quote and adjustment of additional surplus allowed earlier, reflected
a deficit position of 17% and therefore tariff increase of 17% was

allowed to the CCTL.

Admissibility of royalty for the period prior to 31 March 2005 in the case of

- the PSA SICAL by adopting the approach followed in the  CCTL will,-

therefore, be as follows:

(i). In the case of the PSA SICAL, as per the terms of the MOC, the
surplus for the past period due to non-implementation of the 2002
Order is to be fully adjusted in future tariff, Hence, if the royalty to
the maximum of second quote is not admitted, it will lead to
reduction in the return on capital employed and hence there will be -
loss to the operator,

In the case of PSA SICAL, the financial bid is, however, based on
royalty model unlike the revenue share model followed in the CCTL
case. In the royalty model, the ‘successful bidder was selected
based on the NPV assessment for the whole concession period. It

is, therefore, not correct to consider only the yearwise royaity
vaiues in isolation and admit it to the extent quoted by the second
lowest bidder. The royalty model should, therefore, recognise only .
the portion of royalty equivalent to the proportion of NPV relevantto
the second lowest bid. i : '

PSA SICAL has requested to adopt year-to-year position royalty
quoted by the next highest bidder while admitting royalty as pass
through. It has ‘stated that as per its computation, the Toyalty
amount quoted by the 2™ highest bidder by comparing the NPV of
the financial parameters quoted by the PSA SICAL for the years
1999 to 2007 with reference to the royalty per TEU quoted by the
second highest bidder for the actual traffic handled by the PSA
SICAL works out 61% which has been subsequently revised to 57%
after updating it with 2008 actual traffic upto September 2008.
There does not appear to be any logic to truncate the assessment
only for part of the concession period, when the bid evalyation was
made for the whale of the concession périod.

The TPT, at our request, has fumished the NPV of the revenue
stream quoted by the next lowést bidder at Rs.65.21 crores as
against Rs.139.15 crores quoted by the PSA SICAL. -This is found f
to be 46.86% of the relevant assessment for the PSA SICAL's bid.
This means, only 46.86% of the royalty amount estimated by the
PSA SICAL can be admitted for tariff computation purpose, based
on the principles set in the revised tariff guidelines. This approach
was followed in cases of Visakha Container Terminal Private
Limited and Nhava Sheva Container Terminal Limited, where the
bids were decided based on the revenue stream of royaity
assessed on NPV method. Accordingly, for the period prior to 31
March 2008, maximum permissible pass through of  royaity is



.

 pegged at 46. 86% (le to'the extent: quoted by the next Iowest
Imdﬁli:) uf the royalty payable by the: FSA SICAL.

\ (i). ‘Elqa mylsed tariff after. allowing pml pass through of revenue

_'slm in the-case of CCTL was impiémented prospectively from 28
November 2003. Amoqgmglsy, in. the case of PSA SICAL alsp,

" eoyally Yo the.éxtent of s  quots Is admitted-from the date of
lmplementatmmef chc’r L Qrdgm e, 28 November 2003.

o ). VSom_e additional surplusqvgr andrabav;e the pefmissible retumn was

@

o ";{.ﬁ"-‘wtplus is 10 be adjusmd in future tariff, Hange if the royalty to the maximum
of second quote s not admitted, it will lead to-reduction in the returmon -

- d to” be.retained, by PSA SICAL fOr the reasons recorded in -
para 15(xvi) of the tanﬁ Qﬂw of ZQQZ ‘

_ Retentlon of addnﬁcnal ppneﬁi allop@d earller was wnthdrawn in the
‘ caae of. CCTL When paruai pass thraugh of revenue share was

Fqllowlqg I:he CCTL modal and as, per the pohcy dlrectlon issued by
the Gov’qumem, addptlonal sqrplus Qvgr and above the permissible
. retum Which was’ allowed to bé’ vetaified by PSA SICAL in the
. eatlier tariff, Order is to. be wmdrawm the penod from 28 Nbvember
2003 onwards

;_For the penod to 23 Novtf ber 2003, the PSA SICAL is
- pliowed_to . retain the additional. surplus. eamed beyond the
e pewmssubje cost and raturn with nedference to the actual position as
the pass through of royal‘ty paymeni is not adm:sslble for this
penod , ‘

n mspec; of (). (0). G above Tor the peribd ‘subsequent 31 March 2005,

_the Clause'2.8.1. of tariff guidelines of 2005 grovides the manner and mode

" in which the royalty is to be factored in the ‘tariff computation. ' Clause 4 of -

.. the MOC of 17 August.2005 a

.. foliawaed msofarasﬂ\e eatm
. .2005. ... ..

"‘_"-’)'.' |

require the tariff guidelines of 2005 to be
nf of royalty for the penod after 31 March’

' As per the tariff gu1del|nes of 2005, in. caamf bids finalised beforé 29 July

2003, the tariff computation must take into account royaity / revenue share

- - payable by the private operators ta the, land’ord port as cost for tariff fixation
. 90 as. 10 avoid the likely, loss an account of this item not being taken into

. _agcount, subject to.a maximum of the amoyt quoted by the next lowest -
. bidder. The LA was signed by é1e PSA SICAL on 15 July 1998.

Im\dy rn@nﬂqned abovg as “per fhe ferms of the MOC, entire past

capital. emgloy#d wmch the PSA §JCAL otherwise entitied and- hence
there wilt be a loss to the operatdr. Hence, royarty to the extent of the next

" _lowest bidder ie., 46.86% of the royaity payable by PSA.SICAL s
.__,__admassublafor the penod sybsequen’t fo 31 March 2005 as well. :

_‘A table sbowng th,e ray

y amolint claimed by the PSA SICAL and the -

) mMadmlsstbleaspaﬁ raugh, l?sg;venbelow
- : ‘ ' (Rs. in lakhs)
oo Year. o FullRowtv ~ Royalty Royalty
T R claimed by | admissibie as.
A 1 ¢ PSA SICAL | pass through
T TR | (46.868%)
2002 (proportionately for | 90.04 80.00 0
two months ] : . -
1 2003 o 775.76° 776 - 30.29
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(viii).

(a).

(b).

(C): ’

2004 1095.07 1095 513.15

2005 15635.35 1535 719.47
2008 2351.87 2352 1102.09
2007 3643.24 3643 1707.22
2008 (8 months actual 5106.67 5107 - 2393.00 ¢
prorated for fuli year) : '

2009 (royalty estimated 6989.63 6989.63 3275.34

by PSA SICAL for 3 lakh
TEUs is prorated for 4.75
lakh TEUs of 2008)

2010 (estimated by us.| -8527.168 .| 8527.16 3995.83
based on per TEU royaity R
quoted by PSA SICAL for
traffic of 4.75 lakh TEUs) : '
2011 10013.13 10013.13 4692.25
_Tota! 40128 40128 18428.64

Another important claim made by the PSA SICAL tariff is about recognising

. efﬁcienpy gains in its tariff computation.

In its August 2005 proposal, the PSA SICAL claimed efficiency gain
amounting to Rs.245.89 crores for the period 2005 to 2008. This
computation was parily based on the benchmark indicated in the report of
National Working Group for normative cost and some benchmarks were

" borrowed from certain international publications of what the cost /.

investment should be for a reasonably efficient terminal and compared it
with its actual. :

As per the clause 2.4.1. of the tariff guidelines, benchmark to measure
efficiency improvement is the average performance of the same terminal
achieved in the preceding cycle.

In the initial proposal, the PSA SICAL has thus not quantified the cost .
reduction, if a’ny. achieved during the past period and established that such
cost reduction is due to efficiency improvement of its terminal with reference
to its own performance in the past cycle, as per the relevant clause of the

tariff guidelines.

In_the revised calculations furnished in Sep'tember / October 2008, PSA
SICAL has quantified efficiency gain based on employee cost, equipment

" running and repairs cost, depreciation and overheads with reference to its

own cost parameters with reference to the prevnous cycle The cost
parameters over a tariff cycle is considered and savings is determined
applying the Wholesale Price Index (WPI) published by the Reserve Bank
of India account for inflation. The total efficiency gain claimed to be
retained by the PSA SICAL in the latest revised calculation is Rs.22.72
crores for the years 2003 to September 2008. '

The revised approach followed for computing efficiency gain is found to be
generally in line with the provisions of the tariff guidelines. The PSA SICAL-
has, however, not segregated the cost elements into variable and fixed
components while computing the efficiency galri The computation of -
efficiency gain furnished by the PSA SICAL is modified as explalned
hereinunder:

‘ . The PSA SICAL while assessing the efficiency gain has grouped

the years 2000 to 2002 as first block, 2003 to 2005 as the second
block and 2006 to 2008 as the third and claimed efficiency gain for .
the years 2003 to 2008. '
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TR Clausa 2.4.1. utheguidﬁinerequireseoomperbontbbemadeof
T "-mmmmmmmwimlyprecedingteﬂﬁcyde
mmetofthetariﬂcyole whichprecededit :

. Since feclomg efl!ciency galn in; the tariff computation flows from
the-2005 tarff guidelines, there: ‘can be an argument that claiming
- efficiency’ gain-for the period 2003 and 2004 which is prior to the
2005 ‘giridelines may not arise. in the case of the PSA SICAL, the
first tariff Order based on its cost and investment was passed by
this Authority: in September 2002. Accordingly, the first block- of
-actual to be considersd for: comparison with the next cycleis from
* November. 2002 to November 2004. For ease of comparison,
actual cost position for the years 2003 and 2004 (covered by tariff
Order deted 20 September 2002) is anaIySed

s : Following the two year teriﬂ cycle as then was applicable prior to

St - 7 o~ the tariff guidelines which came into effect from 31 March 2005, the

« St Uyegdts 2005 and 2006 would be the second block. Hence the

R S - average actual cost for the years 2005 and 2006 is compared with

o ' S corresponding MQvam -items: of actual- cost incurred during tha
R A :penod 2003 and 2004 to assess the variation.

Subsequeﬂt to ms tariff guldelines, actual / estimates for the three
years 2007 to 2009 is compared with corresponding ‘items of
: aetuels of2006 and 2008 for amsslng the efficiency gain.

(i). .. The cost has been de-eeeala’eett at the escalation rate appllcable for
" tariff determination in the individual years i.e. 6.44% in 2005, 4.5%
7 in 2008, 5.4%  jn 2007 and 4.8% in 2008 and 2008 to remove the
: -impect of inflatiory whrle eomputmgthe efficiency gain.

(ix). The PSA SICAL has cialmed efﬁciency gain under the heading of operating labour
cost, eqbipment repairs: and running eost,- depreciation and overhead. . On an

- analySis of ‘each of these items subject {o the medtﬁeeﬂons dlscussed above the
“foilowingposmonemerges T o

) Before consudenng efﬁcleney ' for this item, It has been
assessed whether the cost mcurred for this item is within certain -
~.norms for which the benchmark avaitable in upfront tariff guidelines
of 2008 has been considered. The upfront tariff guidelines do not
- stipulate -any.specific. norm for operating and direct labour cost. It
comes under theé otherexpenses for ‘which the norm prescribed is
10% of the gross block of the asset.

s fourid that the actual other eXpenses of the PSA SICAL

Y . .. comesponding with the cost elements covered in'the guidelines are

Co i T welt within the-prescribed: norm of 10% of the amalgrmblock of
R " assets raported forthe yearszooswzooa :

~ (b)... - Based onthe actual ﬁgures reported i |n the Annual Aeeounu far the
L - 'years 2003 to 2007, the labour cost per TEU is arrived at to.
SR ; © measure cost reduction. The average per TEU cost during the
M. 7 years 2005 and 2008 works out to 130.16 as compared to
Rs.146.70 for the years' 2003 and 2004. Hence 50% of the
- reduction amounting to. Rs.8.27 per’ TEU can be allowed as
v - efficiency gain. ‘For the year 2007 to 2009, the unit labour cost
' reduces further to-Rs.87.16: per TEU and accordingly 0% of the
" reduction i.e. Rs.21.50 per TEU is taken as efﬁclency gain for the

. block 012007 t02009 L

i
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(i). (a). The PSA SICAL has not furnished a computation of efficiency gain
for each of the elements under the head “Equipment Repairs and
Running cost”. Further, the total cost is not segregated into fixed -
and variable elements to demonstrate that the cost reduction has -
arisen on account of -efficiency gains. On our request, it has
subsequently furnished the year-wise break up of the power and
fuel consumption and their unit cost. The sum. of power and fuel
cost indicated by the PSA SICAL for the years 2003 and 2004 do
not match with the figures reported in their Annual Accounts.” We
have, ‘therefore, relied on power and fuel cost reported in the '
Annual Accounts.

(b). The average consumption of power for the years from 2003 to 2008
' is found to be well within the norm of 8 units per TEU prescribed in
the upfront tariff guidelines. The average power consumption for
the years 2003 and 2004 based on the total power cost and the unit
rate of power reported by the PSA SICAL works dut to 7.91 units
per TEU. For the years 2005 and 2006, the PSA SICAL has.
reported unit electricity -consumption at 7.06 units and 6.62 units
respectively. The average works out to 6.84 units which means a
reduction of 1.07 units per TEU with reference to the average
consumption of power in the preceding tariff cycle. For the years
2007 to 2009, the average electricity consumption per TEU works
out to 6.71 unit, which means a reduction of 0.13 units with
" reference to the average consumption of power in 2005 and 2006.
As per 2005 guidelines, 50% of the savings achieved in power
consumption is allowed as efficiency gain. ‘

ii). The guidelines for upfront tariff fixation prescribed the consumption norm of
4 litres fuel per TEU. The consumption level reported by the PSA SICAL for
the years 2003 to 2008 is within the prescribed norm.

With reference to the average fuel consumption for the years 2003 and
2004 at 3.06 units per TEU, the PSA SICAL has reported an average fuel
consumption of 3.64 litres per TEU for the years 2005 and 2006." The PSA
SICAL has not explained the reasons for the increase in the fuel
consumption. Since no reduction in the consumption of fuel is noted during
this period, no aliowance for efficiency gain is considered for this item for
the years 2005 and 2006. :

For the years 2007 to 2009, the average fuel consumption works out to 3.52
litres per TEU which means a reduction of 0.12 litre with reference to the
average consumption of fuel in 2005 and 2006. As per 2005 guidelines,
50% of the savings achieved per TEU is allowed as efficiency gain.

{iv). The repairs and maintenance cost is incurred with reference to the assets
deployed. It may, therefore, be appropriate to measure efficiency in. this
cost element by comparing the repairs and maintenance cost as a
percentage of the gross block of assets. The upfront tariff guidelines of
2008 also require estimation of this cost item as percentage of gross block

_ of assets. ' o

The repairs and maintenance cost reported in the Annual Accounts
including stores and spares consumed and the gross block of assets
reported in the Annual Accounts are considered. The average repairs and
maintenance cost for the years 2005 and 2006 works out to be 1.94% of the
relevant gross biock of assets as against 1.38% for the previous cycle. For
the years 2007 to 2008, the average repairs and maintenance cost works
out to 2.3% of the gross block of assets. o

Incidentally, the actual repairs and maintenance cost for the years 2005 to
2008 is also found to higher than the repairs and rhaintenance cost
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computed . Agolying - the.. nomms  presctbed Jin: the zooa'upfront tartfr
guidelme; -Singe:nQ saduction is found in, this cost element with reference
to, the- remve pmv-m evcles. no- allcwanoe for efficiency gain-is,

admlssuhle JRr et A
. uj.-_ il O LY
: (} The BSQ SICAM has npt me ;yprhead cost into variable

oompomgt any;: tQ “shaw. the efficiency.in.this.item. The overhead cost
will mostly be fixed in.nature and may.ngt ¥ary girectly with the throughput.
Reduction in unit cost claimed by the PSA SICAL for this item is on account
- of thervolume -gain, and: the operator. has. not: proved that the reduction is
-; attributed to his: eﬁm Henoe -4hig, item is not conslderec for the

Qfﬁﬂeﬁc)'ﬁ'"“’ * 3 e:', T I S T
| "('vi). . Depreclatlon is only ‘an accountmg em}; and henoe not consldered for
: efﬁcleanmn oomputat-on R L
R may, be relevant to mentian, that, dhe PSA SICAL has not  ctaimed
s : efficien gaincfor. the- yoer 2009. ;o our calculation, efficiency gain

computed for the year 2008 js sxiended o 2009 as well subject to applying
" the relevant annual ‘escalation factor recognising that the input factors for
the year 2009 flow from 2008 actuals while the estimating the cost position.
On the same analogy. efﬁcnency gam is also conmdered for the years 2010
aﬂ¢29l11 o Bt 8 sy N

T Bl o or e ».‘ _\‘, TR

N aswwmrrpumon us.tabulatedbcw

-:Mii) The sotal efficiangy gain slalﬁ;d bu'thgc-PSA SICAL vis-a-vis efficiency gain .

i a1 %
g E.--m : {Rs. in lakhs
o Yoﬂ'l E!ﬂchnsxgaln claimed Efficiency gain as
N SR -, by PSASICAL per our computation
R A-FOl'm M”dpd e .
2003 310 ‘ 0
e Y 1 RER SRR - I 0
it el o, 2008 o oo tF o AR — 36.75
2006 . 358 42.24
,‘ RO ;2'007 - YT v i 118.94
-‘-'| - '\ = R 'u;--_;‘!‘,"am ' - 136.92
_ . Sub&iui(h) = 9272 - 334.85
ST e B Forthe futun porwd . '
o . T 14272
SR R IS T 7 DR 149.28
201 - ] = 156.15
- Subtotal (B) e _ 448.14
e Towl(AB) | 2272, ' 782.99
- o P Computa’don of eﬂit‘ﬁeﬁcy |n |s glfgt\:‘hed as Annex-L.
PR ) Tha Moc dllows the PSA SICAL to. Q‘?zh invie 1 fevy at the pre-revused tariff of 1999
pe . Subje ct to_other promslon of the MO 4@5 reVlged Scale of Rates is notified. The
R Q' SICAL in the earlier.proce ' ed a net loss of Rs.602.70 lakhs for

" the, years 2002 to’ 2005hdue Io an-l fiflen ﬁfﬂon of the Order passed in the year

-~ 2002 in the statement “fumistied on 15 July *9008. ‘In the revised calculation

- furnished on 3 Qgtober, 200&5 the ,{ESA SICAL has assessed net gain accrued for

. the, period from Ngve per te[fiber 2008 at Rs.58.19 crores. After

.. sonsidering the dlaim df & IC;l cy gain of, 72 crores, the gain accrued for the
. pastperiod.uptp, Sgptemher 08 wcrkspuup 5.35.47 crores.

- L L . analyse the gain actrued fo SA SICAL due to non-implementation of 2002
BT QOrder for the perigd frgrrl Ndvmbergom til the implementation of this tariff
' Order, say December ZUOS _

Smc;;;he PSA SICA!, contmugs ml‘-‘ pgrate at'the 1999 tariff level, it is necessary to

[
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* The individual items of actual. cost:and. also the revenue in the statement prepared

* by the PSA SICAL marginally vary from the figures reported in the Annual Accounts,

-as, in its- own admission;:the classification of expenditure furnished in the cost
statement is different from the classification considered by the Statutory Auditors for
‘preparing the Annual Accounts. For this-analysis, the figures reported in the Annual
Accaunts of the PSA SICAL for the.years. 2002 to 2007 are relied upon. For the year
2008, the actual reported by-the PSA SICAL upto September 2008 is relied upon
and prorated for the full year. : :

The gain / loss statement prepared by the PSA SICAL is not found to be as per the
terms of the MOC and also do not conform to the directions issued by the
Government as regards the treatment of royalty. The main deviations in the
computation furnished by PSA SICAL are analysed hereunder; '

(a). The PSA SICAL has prepared the gain / loss statement for the fulf year of
2002 on the grounds that the Order passed by this Authority in. 2002
specified the costs for the whole year while arriving at the tariff. For the year
2008, the PSA SICAL has assessed surplus upto September 2008 based
on the actual.

Analysis:

The quantification of gain / loss arises in the context of non-implementation
of the Order passed in 2002 and, therefore, it has to be assessed from the
date on which the Order would have become effective till the revised tariff
approved by this Authority is implemented as per the terms of the MOC.
-Accordingly, the period from 3 November 2002 to 31 December 2002 is
only relevant for the year 2002. Since the actual figures for this period is
not made available, the net surplus position as estimated in the 2002 tariff
Order and the actuals for\g: year 2002 is considered on prorata basis for
two months to arrive at the gain accrued during this year.

For the year 2008, gain is assessed for the full year calendar since the year
ZQOB will be over by the time the revised tariff is implemented.

(b). The PSA SICAL has included the Annual License fee for Computer
Integrated Terminal Operating System (CITOS) for quantification of gain /
loss due to non-implementation of the Order passed in 2002 for the period
prior to 31 March 2005. Since the relationship prior to 2005 between the
companies was not different from the period subsequent to 31 March 2005,
It has requested (o reconsider adnritling the license fee.

Analysis:

This Authority in the Tariff Order of 2002 had observed that the annual
license fee for Computer Integrated Terminal Operating System (CITOS)

_ payable by the PSA SICAL to its promoter company is akin to technical
service fee payable by other private operators to parent / promoter
company and hence this item was disallowed as cost as per the principle
followed prior to the issue of the revised tariff guidelines. The capital cost
was allowed based on the argument that some expense would have been
incurred if it had to be procured from-elsewhere.

Since this item was not allowed as cost in the tariff Order of 2002, it is not
possible to admit this element as an expenditure item for the purpose of
quantifying gain / loss accrued due to non-implementation of the last Order.
As has been mentioned eariler, the MOC requires the estimates considered
during the last tariff revision o be updated to the extent the actuals vary
from the estimates and does not envisage inclusion of a new element,
barring royalty, which was not allowed in the last tariff revision. That being
80, annual license fee for CITOS is not included as cost for the years 2002
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.

allow treatment of this expense as per the Indian Accountmg Practice
instead of amortizing it over the entire project period

Analysis:

This Authority has already held in various Orders relating to Private
Terminal Operators that the preliminary expense and upfront fee are
relevant for the entire project and hence it is reasonable to spread such
expenditure over the entire period so that the burden will be uniformly

- discharged by all the users of the terminal.

The deferred revenue expenditure and upfront fee reported at Rs.686.98
lakhs reported as on 31 December 2001 is spread over the remaining
licence period of 28 years in line with the approach adopted in the 2002
tariff revision Order. The PSA SICAL has referred that in case of one of the
terminal (NSICT), this expense was allowed to be amortised over five years.
In the NSICT case also, the upfront payment was spread over the entire
project life but preliminary expenses was nat given similar treatment at that

‘point of time as the principle of gpreading over this expenditure over the

entire project period was not evolved. Subsequently on adoption of this
principle, it has been applied uniformly at all the other private terminals.

The PSA SICAL has not calculated return on the unammortised portion of
the deferred revenue expense, which is ofherwise permissible. The impact
of the treatment given by us vis-a-vis the treatment given by the PSA SICAL
is tabulated below:

(Rs. in lakhs)

Years | Treatment given |- Treatment by TAMP Total
by PSA SICAL Ammeritsed | Return allowed | -considered
{Deferred over project on the by TAMP
revenue period from unammortised
expense spread | 2002 onwards expenses
over 5 years /
+upfront fee over
10 years) - .
2000 79.71 78.71 0.00 79.71
2001 242.90 242.90 0.00 242.90
2002 242.90 - 24.54 132.4% 157.03
2003 110.40 24.54 127.58 152.12
2004 110.40 24.54 122.67 147.21
2005 45.00 24.54 95.68 120.22
2006 45.00 24.54 84.64 . 109.18
. 2007 45.00 24.54 86.36 110.90
2008 45.00 24.54 82.43 106.97
2009 45.00 24.54 78.51 103.05
Total 1011.31 518.93 810.36 1329.29

It cdn thus be seen, that the method followed by this Authority is beneﬁmal
to the operator.

EPCG penalty payment was moderated during the last tariff revision for
reasons elaborately explained in the Order of 2002. This was considered
as deferred revenue expenditure and spread over the remaining life of the
asset.

Analysis;

The Annual Accounts of PSA SICAL, perhaps in view of waiver of EPCG
penalty, does not report any expenditure under this head. Accordingly, the
expenditure is taken as nil as against estimate of Rs.94.54 lakhs for each of
the years 2002, 2003 and 2004 during 2002 tariff revision.
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(xi).

As already mentioned. earlier, the actual cost of debt: (i.e. interest - “
cost) is treated as expenditure for the period prior to the 2005 tariff

guidelines.

(ii). Return on Capital Employed for the period subsequent to 2005 tariff
guidelines.

Net fixed assets reported in the Annual Accounts of PSA SICAL

and Working capital-as per the norms prescribed in the revised tariff -
guidelines constitute the capitai. employed. As already mentioned-
earlier, the upfront fee and the deferred revenue expenditure to the

extent not written off at the end of each of the year are also added
to the net block for the entire pericd while arriving at the capitai
employed.

As per the tariff guidelines of 2005; the port / private terminal

operator is entitled: for full retumn if the capacity. utilisation is:beyond -

60% and above. Since, the capacity utilisation with reference to the

traffic handled and the capacity assessed by the PSA SICAL is -

more than 60%, as per the 2005 tariff guidelines, full return on
capital employed applicable for each of the years.i.e. @ 15% for the
years 2005 and 2006 and @ 16% for the years 2007 and 2008 are
allowed.

Though:the' cost statement relied upon in the last tariff revision of 2002 reflected an -

average net surplus of 37.64% for the two years 2003 and 2004, this Authority had
effected 15% reduction in its then prevailing tariff and deleted the charges towards
lashing / uniashing at US$8.04 per container. The net effect of this decision was a
reduction of about 26.58% in the estimated revenue for the corresponding years.
The balance of surplus to the extent of 5.038% of the estimated revenue of 2002
and about 11.2% of the average estimated revenue-for the years 2003 and 2004

.covered by that order, was allowed to be retained by the PSA SICAL for reasens

recorded in para 15(xvii) of the Tariff Order of 2002, -

" The additional surplus allowed to PSA SICAL in the iast Order for the period from

November 2002 to November 2003 is, therefore, recognised in this analysis and.for
a like-to-like comparison this amount is excluded from the surplus for the relevant
period. .

Since royalty to the extent of the second quote is admitted as pass through for the
period from 28 November 2003 in line with the fresh direction from the Government
dated 20 February 2008, additional surplus is to be adjusted from December 2003
onwards; in line with the approach followed in the CCTL in its 2003 tariff Order, as
advised by the Government. ‘

A summary statement indicating, the additionai surplus allowed to be retained by
the PSA SICAL-in the 2002 tariff Order, updation with reference to actual and
retention of additional surplus allowed in this Order while assessing the gain for the
past period is tabulated below:

(Rs. iﬁ lakhs)

Particulars 2002 2003 2004 Total:
{fromNov)
As per 2002 Tariff Order :

1. Additional Surplus to the 3662 | 547.77 | 820.71 1205.10
‘extent of 5.038% in 2002 and .

11.2% of the average revenue of
2003 and 2004 allowed to be
retained in 2002 tariff Order after
effecting 15% reduction and
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2006 365.00 1988.56
2007 304.00 2908.37
2008 {(-642) 2793.42
(-856) *

Total gain accrued to PSA

SICAL due to non 3333.83 13226.01-

implementation of 2002 tariff

Order

* Rs.(-642) lakhs deficit considered by PSA SICAL upto September 2008 (after
efficiency gain claimed) is prorated for full year of 2008 for a like to like comparison.

(xiv). (a). Clause 2.13. of the revised tariff guidelines states that if the variation
between the actual physical and financial performance with reference to -
the projections relied upon at time of fixing the prevailing tariff is more than
+ or - 20%, tariff will be ‘adjusted prospectively by setting of 50% .of such
benefit / loss accrued while revising the tariff. The PSA SICAL has claimed
that since the variation in the volumes is less than 20%, the additional
income generated may be allowed to be retained as surplus. The claim
made by the PSA SICAL is not found to be in line with the MOC governing
the fixation of tariff in its case..,As per the MOC, the gain accrued due to
non implementation of the tariff Order approved in the year 2002 has to be
quantified and set off in the three year tariff validity period. The gain
accrued to PSA SICAL is not a result of only variation in the estimates
relied upon in the last tariff review of 2002.. Accordingly, the gain for the
past period is to be fully adjusted in future tariff. :

(b). The MOC stipulates that the gain accrued due to non-impiementation of
1999 tariff Order is to be set off in the next tariff cycle over three years
period. PSA SICAL has in the revised submission in October 2008
requested that the gain, if any, to be adjusted in future tariff may be spread
over 3 tariff cycles i.e. nine years. It has also made a representation to the
Department of Shipping to issue a suitable direction to TAMP in this regard.
This Authority is not in' receipt of any direction from the Government about
spreading over the past surplus in future tariff with reference to the
representation made by the PSA SICAL. '

It may be relevant to mention that in the NSICT case, this Authority in its
Order of 2005 has held that adjusting all the surplus at one go may
artificially bring down the tariff in one cycle and cause an escalation in the
following period. This Authority prefers to smoothen such fluctuations in
tariff level. Further, it is not necessary to allow the benefit of past surplus
adjustment only to the users of the terminal in the next 2 to 3 years period.
Hence, the decision to spread over of past surplus over a longer period of 5
years was taken in the Tariff Order of 2005 relating to NSICT. On the same
analogy, this Authority is inclined to adjust the past period surplus in the
case of PSA SICAL also over five years period i.e. from January 2009 to
December 2013.

Of this, in the current tariff cycle, three instaliments of Rs.2645.20 lakhs
each is to be adjusted in the years 2009 to 2011 and the balancé Rs.5290
lakhs will be adjusted in the first two years i.e. 2012 and 2013 during the
next tariff cycle.

(xv). (a). In a recently decided case of a private container terminal (Nhava Sheva
international Container Terminal Limited - NSICT), this Authority observed.
that an operator can handle volumes beyond the standard capacity by
improving efficiency and/or by infusing more capital. As the existing cost
plus method does not provide leverage to the efforts of an operator who .
achieve volume beyond its standard capacity, it was decided to fix tariff with -
reference to standard capacity level. The formula prescribed to determine
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. . works.out fo 4756877 TEUs.
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e capachy n the 2008 guideings was adopted as an e
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'measure fo determine:the standard sapacity, . Consequently, the income,

expenses, and the capital inves wefe aiso considered with reference

A

" petiosh and it was: degided 19 Teviaw. fha, existing cost plus approach

prescribed .in the 2905 -taxifl guidelines in -ponsultation with the relevant

In the case of the PSA SICAL a_lsdﬁ':"a"ﬁ‘ éitér}ibt. was made to see whether -

d in the NSICT wase can.be adopted. The PSA SICAL

. was also advieed -t0. furnish tariff .computation based on the standard
- capagity following 2008 upfront tarif. guidelines announced for the Public

Private Participation (PRP).prejgct..P , SIGAL has stated that the upfront

o .

. tarff guidelines ‘stipalate 720 gr und slofs,per hectare. Whereas as per its

. factor of ground slot and aived at the standard yard cApacity of its terminal

at 326394, TEUs, The formula, pregcribed. in the 2008 tariff guidelines for

- to the standard capagity. . Tarff was fixed for &n interirm period of one year

" alculation, the tofal stacking area or 1 hecigre of land using the RuEser. |
Tyrad Crane warks-out to -360 TEUs. I has accordingly, the modified -

computation of the optimum capacity of the terminal is applied without any- -

modification in ‘the case. of NSICT; and alga-in the case .of determining
upfront -tariff for the propesad second container terminal at the ‘Tuticorin

Port. - This- Autharity.does: not find,if rea able to alter the predetermined

. norms to suit the raquirements of.an infliyiduay pperator.

The standard Gapacity,is, fherefore, computed strictly following the 2008

- upfront tariff guidelines. The optimal Quay capacity for berth length of 370
. meteérs {as stipujated -in the Licensa Wnt)‘ang applying the norms

prescribed in the guidetines works.put ta 597870 TEUS per annum.

. The PSA SIGAL has submitied that out of 10 hectares of 1and provided by

. the TPT, 8.5 hegtares of Jand is availanie for. actual storage of container.

The_optimal .yard. capacity, for 6.5: hectares. of paved stacking area and
applying the norms prescribed in the upfront. tariff guidelines-of 2008 works
out 766500 TEUs per annum. . ‘ B

 annum being lower of the twa capagites. - ... .. ' -

H

" As against the standard capacity.of 597870, Teua,theactuat traffic handied

by PSA SICAL is 432089 TEUs in 2007, Traffic handied in 2008 {upto
September) is reported et 356533 TEUS .which, if, prorated for full year
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it has to bemeognmadﬂwllnmﬁ‘casequq;NSlCT , the _actual.volumes
handled was higher than the standard capacity. Though tariff determination

. . was made with reference. to. standard capacity, the. revenue contribution
. from adsitional. volume was recognised as the surpiug available to reduce

the quanfum of pass through of royalty, wh'icg:;'lewﬁse would have been
admitted. Thus, it was a'win-win sityation for bath dperator,and user as the
approach:recognised the volume.ef iciency. of an opgrator and at the same

. tim reduced the burden.of royalty pass thraugh to be bome by users.

This Authority is inclined-to ‘addipt the appraach followed in the NSICT case
- of fixing tariff. based on the standard-capagity, in the, case of PSA SICAL

 aiso. Butin, PSA SICAL capoi;.mgfadufalﬁafﬁb_haﬁdledlestimates for 2009

is about 20% belaw the standard capacity Jevel, . Thus, there is no volumes

R efficiency achieved by the operator with refe 1o the standard capacity

of the terminal, It may: be relavant to-nots,

Mk <4 ™

by the PSA SICAL is duly factored in the computation. Given the present -~ .

. capacity.utisation 3t PSASICAL, the standard capacity based approach at
this -juncture wilk not. fulfill. the .phjectiye with which. such approach was

evolved. When the volumes- handted by PSA 8ICAL reaches the standard

that the cest efficiency achieved .
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(xvi).

(xvil),

capacity level, tariff can be fixed based on the standard capacity method to
recognize the volume efficiency achieved by the operator. : '

From the details made available by the PSA SICAL, # is found that the
number of tractor trailers, rubber tyred gantry crane, etc., depioyed by the
PSA SICAL are less than the normative level of equipment prescribed in the
2008 tariff guidelines. This. also poses a problem in fixing tariff with respect
to the standard capacity. : ‘

In the tariff Order passed by this- Authority in September 2008 in the-NSICT
case, return on gross block of assets was considered to determine the
revenue requirement for the standard capacity. This was done to reduce
the quantum of pass through of royalty with reference to the actual cost -

. Pposition and return on net block of assets. In the case of PSA SICAL since

" the volume handled is less than the standard capacity, adopting the modei
of NSICT would only give an unintended benefit of return to the operator on
the replacement value of assets without providing any relief to users by way
of reduction in the maximum permissible quantum of royalty pass through. .

Further, adjustment of past surplus i.e. Rs.2645.20 lakhs per yea?over the
standard capacity of Rs.5.97 lakh TEUs will only be a theoretical exercise
as the actual volumes handled will be less than such level, Consequently,
the users wilt not get the intended benefit of adjustment of past surplus fufly.
The past surplus adjustment on differential volumes between the actual and
the standard capacity will only remain notional.,

(e). For the reasons elaborated above, the approach of fixing taniff based on
standard capacity is not applied in the case of PSA SICAL at this juncture. -
Therefore, tariff determination for the future period is done with reference to
the usuai cost plus approach prescribed in the Tariff Guidelines of 2005. As
stated earlier, standard capacity based method will be adopted in the case
of PSA SICAL also, when volumes handled cross the standard, capacity
level. ' CL

Clause 3.1.8. of the tariff guidelines of 2005 prescribes tariff validity period of three

'years. PSA SICAL has furnished actuals upto. September for the year 2008. It has,

however, not updated estimates furnished earlier for the year 2009 with reference to
the 2008 actual. Estimates for the next two years i.e. 2010 and 2011 are also not
furnished by the operator.

Since the actual for the year 2008 upto September are made availabie by the PSA
SICAL, it is found realistic to consider the traffic, revenue, income and capital
employed estimation for the year 2009 with reference to the 2008 actuals subject to
factoring annual inflation in the cost items. :

in the absence of availability of estimates for the next two years 2010 and 2011, the
estimates are drawn up based on the estimates of 2009 and actuals of 2008.

The throughput handled by PSA SICAL in 2007 is 432089 TEUs. Actual throughput
handled upto September 2008 reported by the PSA SICAL is 356533 TEUs which if
prorated for the full year works out fo 475377 TEUs. The PSA SICAL had earlier
estimated a reduction in the traffic during the year 2009 i.e. at 3 lakh TEUs in view -
of commissioning of a new container terminal in the Tuticorin Port. As regards the
apprehension of the PSA SICAL about reduction in the traffic during the year 2009
in view commissioning of a new container terminal, the TPT has clarified that the LA
entered with the PSA SICAL specifically provides a clause for future expansion of
container berths by the TPT. Further, the commissioning of the new container
terminal at the port is still in an infant stage. .

Hence, there is no justification for apprehending a fall in traffic projections. The
traffic for the year 2009, 2010 and 2011 is, therefore, presumed to continue at the
level of 2008. :
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" The PSA SICAL.is, howevar;- allowed-an. oplian fo.propose ahead-of-achedule -
~ review of tarift as per-the révised tariff guidelines in: case-of any significant reduction

i the’ traffic during. the ourrent tariff: validity tyole. which:will adversely affect the -

. ' finamce / cost modit considersd irithis ahalysis:

o

)

xviii). Fheactua l_héome-r-‘e-pomd“ { for the yanr200&\umsmb ‘ per is based ori the 1999
/& tandl level collected by the PSA:SICAL which is reliad upon and prorated for the ful
.~ year.in this.analysis.. The. incomwe for the:subsequent hms years 2010-and 2011 are -

maintained at the level of:2008:as the irafc is‘presumad: iz be at the level of 2008.

(4 (a). In e estimates of.operating costfurnished by the, PSA SICAL for the year

0o,

12009, same of the cest elements: ate-scaled down mainly perhaps on
.account of 30% reduction in thedraffic satimated in view .of new container

.~ terminal expected to be commissioned. Further, the estimates for 2009

© ‘fumished by-the P@A SICAL in-the year- 2006 weuld be based.on the then
aveilsbleactual- Lo L ocorbaTr T : :
The operating coats forthe year 2009:is considered based on the actual

operating costs reported for the year 200@:with escalation for infiation at the
admissible rate, : . - C ,

@ terms of clausé 2.5.1. of the guidelies-for tarff fixation, expenditure is to

* be-projected.-in line with traffic. adjusted,for price fluctuation with reference
to the current iiovement:of Wholesale Price index (WP1) for all commodities

. anneunced:by the:Govemmant of india. The PSA SICAL has requested to
. consider the aanuat-escalation fattor of 8% while estimating power and fuel

cost citing that it is well below the 10.6% actuals that prevalled in 2007

- (based on WRI). : The. WP| for gl the .commodities as ascertained from
Government of India for the financial year.2007-08 is 4.6% which is adopted
for dealing with the tariff revision proposals considered during the year

- 2008-09. It is not thhat skt groups-in ther basket of WPI had suffered the'

~same quantum-of essalation. - if is; thersfore, not found necessary to allow

. escalation in the unit rate.of:power-and fuel beyond the statad WP of 4.6% -

. per ‘annum-as: per the taeiff guidelinam,: | is noteworthy that the unit base
rates considerachfor this purpose are.the actual reported by PSA SICAL for

: 2303' . e oo - .: . L . .

(©). The relevant operating cost items for the years 2008 are estimated -

~ - comsidening'4.6% anhusl escalation .qves the actual reported for the year

2008 The. cperatingc cost for fhe kesr. 2010 and 2011 are estimated

- applying the stated -annual escaiation:.factor over the -estimates of the

- . respective_previous yearsi . The:management and generai overheads and

- aliiother relevant cost slaments:are.siasg-allowed the annual escalation at
the stated level as.admissible:in terma ith the revised tariff guidelines.

@), The REA SICAL: has not repatteshany addition to the gross block during the

year 2009." Hence depreciation for the year 2009 is maintained at the level
‘reportad-for the year 2008. in the absenge of any details made available by
- the: PSA SICAL - for:-the .subsequent two  years 2010 and 2011, the
* .. ‘depreciation is maintained at.the:leval estimated for the year 2009.

(e')‘.-"'-‘- Thedefemedrwenunexpendltmmme upfront fee are spread over the

remaining period-of the project in-line with the treatment given for the past
period and based on the approach.foilowed in case of the other private -
terminals. Return on the unammortised portion of the expense is allowed.

. As-already mentioned eartie, the appseach followed would be beneficiai to
the operator overthe project peried: . - : -

The'PSA SICAL has considered full royaity: payable to TPT for 3 lakh TEUs in its
estimation for the year 2009, As-already. mentioned earlier, the treatmsnt of royalty
for the period subsequent to. 31 March 2005 has been done in terms with the
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revised tariff guidelines. Royalty is considered as pass through to the extent of
sgcond lowest bidder i.e. 46.86% as per the tariff guidelines of 2005 after suitable
adjustment for the throughput level of 475377 TEUs as against 3 lakh TEUs
considered by the PSA SICAL. In the absence of PSA SICAL ‘furnishirig details of
royalty payable to TPT for the subsequent two years 2010 and 2011, the total
royalty is arrived based on the unit rate of royalty quoted by the PSA SICAL as
furnished by the TPT for the relevant years for the estimated traffic level of 4.75 lakh
TEUs and pass through to the extent of second lowest bldder i.e. 46, 86% is
admitted for the years 2010 and 2011.

(a). The PSA SICAL has estimated capital employed for the year 2008. at
Rs.7755 lakhs constituting Rs.3988 lakhs as net fixed assets and Rs.3767
lakhs as working capital.

{b). Since no addition to the gross block of assets is estimated by the PSA -
SICAL for the year 2009, the actual net block of fixed assets reported by the
PSA SICAL for the year 2008 is considered for the year 2009 after suitable
reduction for depreciation and amortisation of deferred revenue expense
and upfront fee. '

The net fixed assets for the year 2008 considered by the PSA SICAL at
Rs.3988 lakhs is adjusted by adding the unamortised portion. of the deferred
revenue expenses and upfront fee. Subject to this modification, the net’
fixed assets for the year 2008 works out to Rs.4167.48. The net fixed
assets for the year 2009 after suitable reduction for depreciation and
amortisation of deferred revenue expense works out to Rs.2830.94 lakhs.

(c). Clause 2.9.9. of the tariff guidelines prescribe the norms for admISSIbIIIty of
working capital. . :

The norm for Sundry Debtors is stipulated as two months revenue from
Estate Income and Railway Terminal Charges. The PSA SICAL does not -
operate the railway facility and, therefore, no amount is payable to it by
Railways towards Terminal charges. The claim made by the PSA SICAL to
consider storage rent as estate income for estimatirig working capital is not
correct. It is, however, examined, whether there is any other debtor arising
due to inevita‘ble and mandatory transactions.

As per Article 7.3.5.2 of the LA entered between PSA SICAL an TPT, the
royalty is payable by PSA SICAL to TPT on monthly basis on 7" day of the
subsequent month for a minimum guaranteed throughput of 3 lakhs TEUs
per annum; and, at the end of every quarter, the royalty is to be computed
for the actual TEU handled and the differential is to be paid by the PSA
SICAL to the TPT. It is thus clear that as per LA, the PSA SICAL is not
required to make any advance payment of royalty, hence there is no case
to consider it as a part of the working capital.

As regards inventory, the guidelines stipulate norm of six months average
consumption for estimating working capital. For this purpose, six months -
actual consumption of stores and spares reported for the year 2007 is taken
as the base and adjusted for the traffic growth achieved in 2008 and annual
escalation in the cost while estimating the working capital for the year 2008.
The estimate for the. year 2009 is arrived applying applicable escalation
factor.

The cash balance is estimated as one month cash operating expense as
per the norms prescrlbed in the tariff guidelines.

The current liability for the years 2008 and 2009 is considered at the actual
current liability reported in 2007. .
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~ The working capital applying the norms prescribed in the guidelines as ]
explained above I$ hegative and hence considered as il for the year 2009.

(d}. Subject to the above analysis, th&capit;i empioyed for the year 2009 works
- outRs.2830.94 lakhs. . - .-y e oo - S
The capital employed for the years 2010 and: 2011is derived taking the
capital employed estmated for the. year 2009 as the base. The annual

+ - deprecigtion and the-amoritsation.of upfront fee / deferred revenue expense
. I8 reduced therefroms The ¢capital émpioyed-thus. arrived at for the years
2010 and 2014:8re R, 1494.40.lakhs and Rs.157.86 lakhs respectively. :

{e). . In the instant case since there is no under utilisation of the capacity based
‘ on the assessment of the capacity by PSA SICAL, full retum @ 16% is

 allowed on the capital emrﬂbyed.:f;. S

(xxii). Detailed computation of efficiency gamls already explai_ﬁéd nthe preceding
o paragraph. The.PSA SICAL has not claimed efficiency gain for the year 2009.

“ : The estimation of operating;cost for the. ysars: 2009, 2010 and 2011 are based on
B the actual reported for, the year 2008. it is, therefore, reasonable to extend the -

efficiency gain assessed for the year 2008 to the subsequent years 2009, 2010 and

2011. The efficiency gain drrived at for the year 2008 is suitably escalated applying

the annual escalation for each of the years. - : P

The éfﬁcienc'y gain thus considered in tﬁis',analyais_-is Rs.142.72 lakhs for the year
2009, Rs.149.28 lakhs for the year 2010 and Rs.156.15 lakhs for the year 2011.

(i), Subject to the discussion above, the c5st atatements fumished by PSA SICAL are
" - modified. The modified cost statement:is ‘attached-as Annex:Ill. The result
disclosed by this statement is sunmarised in the table-given here under. -

[ Comiainer tarne Dorafing | - 1k Sarpiun{s DRAGRC | Nt Bursiuagel DencitC) as s -

M‘mmngnﬁml!;' © " (Re.inlakhs) - | % of operating income Average
~ (Rs: inlekha) - : : S RO 3“";';;{.

] | Doflet

et

3610 2010|3009 ] 2010 | (2011 | 2009 | 2610 | 2011

'9430.67_| 9430.67 | 943067 | 4883.53 | 4044.26 3423.53 | 40.6% | 428% |  36.3% 42.9%

(xxiv). During the 2002 tariff revision, the PSA SICAL had fumished-the break up of the
tariff item for lashing 7 unlashing, stowage planning;.etc., which.indicated that about
~ 80% of this charge accounted for expenditure. on. capital -and maintenance cost
relating to computer hardware and software. Since no justification emerged for
specifying a tariff item primarily to meet expenditure relating to computer hardware
" and software, this Authority In its Order of 2002 had deleted the tariff item relating to
‘lashing / Unlashing, stowage planning ahd supervision.and the cost of Rs.36/- per
box refevant for lashing / unlashing was taken to bave been:included in the charges
o ~ for stevedoring. Since the Order passed in the year 2002 is not implemented, the. .
# ' PSASICAL cortifiues to levy lashing / unlashing charges and has also included in
: “ the mcome estimatieon. - - ! SR - A

5

In the proposed Scate f Rates, the PSA SICAL kas merged the lashing / unlashing
charge. with-stevedoring. charge for rormal containers, transhipment containers /
restow containérs, and then proposed a 30% tariff increase which effectively means
arourid 90% increase on the tariff approved in 2002. Most of the users like the
Tuticorin ‘Steamer Agents Association, Tuticorin Custom House Agents Association

and Tuticorin Port Handling Agerts Association: have requested that this tariff item
_should be rejected. As correctly pointed out by the user organisations, this matter

was already deait with in_the last tariff:Order -and hence there is no justification
- either for levy of this tariff by way of marging it with:the stevedoring charges or even -

separately. That being o, the -income 'and.net surplus posifion is analysed

.+ ‘excliiding the lashing 7 unlashing income :and the results are shown below.

. ~
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Tuticorin Ship Agents’ Association has pointed out that the concessional tariff
applicable for coastal container is not extended by the PSA SICAL in view of it
levying 1999 tariff. As per the policy directions of the Ministry of Shipping, Road
Transport and Highways, coastal containers are entitied for concessional tariff at
60% of the tariff for normal containers in respect of ship-shore transfer, transfer
from / to yard and wharfage. The tariff of 1999 do not prescribe concessional rate
for coastal containers. The impact of reduction in container handling revenue due
to concessional tariff prescribed for coastal container in this Order is computed
based on 2008 actual reported by PSA SICAL. From the actual traffic reported to -~ .
have been handied in 2007 and 2008, coastal container form around 6% of total
TEUs handled. Accordingly, the impact of concession to coastal container works
out to Rs.146 lakhs per year which is considered in the table shown hereunder:

(Rs. in lakhs)

2011

_Particulars 2009 2010 Total
{i). Net Surplus as per the cost statement 4683.53 | 4044.25 | 3423.53| 12151.31
(ii). Less: . : " '
(a). Income from lashing / unlashing 1143 1143 | 1143 3429
based on actual furnished by PSA
SICAL for 2008 {upto September *
prorated for full year)
(b). Impact of reduction in the 146 146 146 438
average revenue due to concession
for coastal containers as per policy
directions of the MSRTH .
Total [(ii) {(a) + (b)] . 1289 1289 1289 © 3867 g
{ii). Net surplus after exciuding income | 3394.53 | 2755.25 | 2134.53 8284.31 !
from lashing / unlashing, stowage
planriing and supervision charges and .
concession to coastal containers (i-ii) . ‘
(iv). Income as considered in the cost | 943067 . 9430.67 9430.67 | 28292.01
statement at 1999 tariff o
(v). Income after excluding the income | 8141.67 | 8141.67 | 8141.67 24425.01
receivable from lashing / unlashing ‘ ‘
charges and concession to coastal
containers {(iv)-(iD}
Average Net Surplus as a percentage of 34%
operating income (Rs.8284.31 lakhs / (Avg.)
Rs.24425.01 lakhs)

It is significant here to note that the only income pertaining to lashing/ unlashing,

efc., is excluded from the computation since this tariff item is to be fully deleted.
" The corresponding expenditure is not, however, excluded which means the relevant

cost of providing this service is met by other tariff items like stevedoring charges.

"“(a). Based on the cost position, the tariff levied based on the Order passed ig

' 1999 needs to be reduced by 34% and lashing/unlashing charges will have . .
to be deleted. In view of this position, there is no merit in the proposal of '
PSA SICAL seeking an upward revision of 30% over the 1999 tariff. The .
PSA SICAL has repeatediy made a mention about ‘competitive tariff at its _
terminat. Higher tariff levied at.some other terminals alone will not justify o
similar tariff elsewhere or make such tariff as the market driven tariff. This :
Authority is bound by the revised tariff guidelines, and the MOC in this case, . .
to determine the admissible tariff. :

- (b). if one looks at the revised tariff decided now without going into the history of
the case and the substantive issues involved in it, it may appear to be too
drastic a reduction effected. it has to be borne in mind that the analysis
made by this Authority is totally based on the revised tariff guidelines of
2005, the policy direction issued by the Government and the Memorandum

-
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o oompiom» dated 17 mmsm whlch not only this Authority and
tﬁe Govemmant’but also, mo PSﬂ S!CAL is the signatory.

‘i‘he réiduotion crdered’ now e over the. tariff of 1999 ‘which was thé
prevailing CHPT tariff aliowed #xbe.adopled by PSA SICAL. Tariff for PSA
~ SICAL based on its cost and investment was for the first time. determined
‘vide the 1aril¥ Order-of:2002.-The: reveiiue position” with .reference to the
2602 Yariff Order, which was: not: Mplbmentad by the PSA SICAL, is also

' 'givénbelﬂw _ ; Cide v §
SRR (in Rs. per TEU
P {13 Average Annual Revem:re for the year 2009 to 2011 at 1999 tariff 1983.83 |
. 7 o Less (a) Avqrm mvmfrm Lashmglmlashmg T
e - charges. deleted 240.44
R '."_i' (b) 15%rodyctlonmtarlmqrdered ln2_002 N
. ‘ ‘ - (Rs 1983 83 - 240. 44)‘15% L 261.51
S I 9 | AvaraggAnnualeven at '2_Larifflnvel TR 1\98383 501.95) | 1461.88
P . i) | Average. AnnuaI,R e=nue efter dél ;glasmng 7 uniaﬁhang charge | 1150.64
T _{ dnd the proposed 34% reductiondf 1 o
|7 7L (a) tashing f urilashmgdeletad : = o= Rs. 240.44
R ™ (B). 359% reductior (198383 24044} 34%) = Rs. 582.75

{c) Average revenue.{Rs,1983.83 - 240.44 - 592. 75) = Rs.1150.64 N
| (iv). ' Average Anriidi-Revenus callusted in ddvance as ;epresented by | 55644
R thie - instaiment of. past surplup :( R3.2645 20 lakhs * 3 years I

B . : 475377 TEUs *.3 yoars) - : . _
! : Tt e Adudmwmsm revm - ) 1707.08
‘ (vi). | % increase over 2002 avesraga revenue. (1707 08‘- 1481.88) 15.20% |
1481.88 . ‘

L '{hla means, the. prés‘én’;' ex l&would Have,gfanted an increase of 15%
e ST . . ONEH: @noaverage revenue o e'f‘zonz tariff: Ie\ﬁel f that.Order had been
' .~ . implemented. In reality, it turhs fo be a reduéﬁbn since PSA SICAL has to
. account Rs.556.40 per TEU which is an ‘advancé collection made in the
- past by not implementing 2002 tariff as represented by the past surplus.

“(xxv). In view of the cost position explained in paras (xxili)-and (xxiv) above, this Authority
N “ decides: to_reduce the tariff prescribed Xide the Order dated 8 December 1999 by
. . 34% besides deleting. the. tariff item _far !asmnglunlashmg stowage charges, etc.,
and fix the revised Scale of Rates of PSA SICAL accordmgiy, subject to the further :
drscussrons made in the suoceedmg paragraphs. = - . :

{xxvi). The deﬁmtlons Qf aome of the terms Irke contamers hazardous containers, over.

: " dimensional. containers, etc., included. in.the Scaleﬁ Rates 2002 are proposed to
_ be medified. slightly in line with, the daﬁlytlons ‘approved for other private terminals

- :like the.Chennai. Gontainer Terminal I.,lmited Visakha Container Termiinal Private
Limited. - These modified definitions are acggbteci *antl included in the revised Scale- -
of Rates ‘

{oevii). (a)‘.-- : -_The PSA SICA,L, at our :eqqest has rncorporated the provrsrons for
« . .determining the status of the vassel as “fdreign-going' or ‘coastal’, and the
.provisions relatmg to concesslonal tariff | ‘for coastal containers prescribed by

this Authonty for common adoptlon by all ma]or ports / private termninals.

The PSA SlGAL has not prescﬂbed the ooncessronal tariff applweble for
coastal -container separately .ip its ‘revised' proposed Scale of Rates.
Instead,. it has _incorporated a general conditionality in -the relevant -
schedules. It is found approgiriate to prescribe the separate rate for coastal
contarnerm line \Mth the prescnptron made at other ports / pnvata terminals.

(b). _Concessronal tanﬁ’ for coastal oontalners are prescrlbed at 60% of the- tariff
. prescribed for the foreign—going . container fdr_ eligible tariff items ie.
involving movement of container between ship-shore transfer,transfer from/
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to quay to/ from storage yard, wharfage on cargo and containers in line with
the policy directions issued by the Ministry of Shipping, Road Transport and

Highways. As already mentioned earlier, the revenue impact of granting .

concession to the coastal traffic is considered in the financial model white
revising its rates. .

(xxviii). The PSA SICAL has stated that since the vessel turn around time is around 14 to 18

{xxix).

(xxx).

(x.xxi).

hours, it is not necessary to incorporate the provision relating to regular review of
exchange rate. Since this provision is a part of the revised fariff guidelines and is
uniformly prescribed at other ports / private terminals, the same is included in the
SOR of PSA SICAL also. '

The PSA SICAL has proposed to reckon the date of Actual Time of Berthing (ATB)
of the vessel into the terminal for the purpose of conversion of dollar denominated
tariff into rupee terms so that uniform exchange rate will be applicable for all the
export boxes going into a particular vessel, thus making the billing process simpler.

In case of storage charge on export containers, since both TPT and PSA SECAL.afe
involved in storing and collecting storage charges, the date of arrival of containers in
the port premises is proposed for conversion of doliar denominated rate into rupee

terms and for storage charge on import containers, the ATB of vesse! into the-

terminal is proposed to be reckoned as the day for such conversion.

_The proposed conditionality is not found to be in line with clause 2.19.1. and 2192,

of the revised tariff guidelines which clearly specifies that in case of containers, the
day of entry of the vessel in the case of import containers and the day of arrival of
containers into the port in the case of export containers shall be reckoned as the
day for such conversion. - :

Since there is a specific guidelines in this regard and also recognising that it is
being uniformly implemented by all other major ports / private terminals, no extra-
ordinary circumstance is found to emerge in the instant case to deviate from the
generally accepted principle only in the case of PSA SICAL.

The proposed provision is, therefore, modified in line with the terms in the revised
tariff guidelines. : :

Some of the provisions proposed, relating to the change of agency, etc., are more
of procedural issues and not directly relating to the tariff. Such conditionalities are
deleted from the revised SOR. '

Most of its transactions are reported to be through Electronic Data Transfer system
except in some exceptional cases. PSA SICAL had earlier proposed a condition
requiring the users to deposit 39, of their annua! tumover and such customers are
required to remit the amount within 10 days without any penal interest. Beyond this
period, penal interest at 2% above the Prime Lending Rate of the State Bank of
India and maximum of 18% is proposed to be levied. :

Subsequently, it has modified this provision to state that all transactions with the
customers are only through Electronic’ Data Interface (EDI) with proper tripartite
agreement. it has not proposed any provision relating to the penal interest for
delayed payments by users / delayed refunds in the revised proposed SOR,

It is relevant to mention that the revised tariff guidelines, specifically mentions the
provision relating to penal interest for delayed payments / refunds. This has been
uniformly prescribed in the Scale of Rates of all the private terminals and major
ports. That being so, the provision relating to penal interest is incorporated in the
revised Scale of Rates approved by this Authority. The prevailing Prime Lending

Rate of the State Bank of India is reported at 13%. The penal interest rate ‘is-

prescribed at 15% being 2% above the current Prime Lending Rate of State Bank of
India. . ‘
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-of e sranshipment rate -prescribed for :foreign-going vessels and 50% of that
am--for,-mat_al ategory shall bedevied. The proposed modification is in line
Aiththe-relevant policy decision of the Govomnent andhence is accepted. -

: m)m il - guidelines states that:the users will not pay for delays beyond the

“semsonablelevel attributable.to.port. -In view.of this, it was suggested to incorporate

EC-4}

& provision stating that storage charge shall-not accrue for the period during which

the PSA SICAL is not in a position to deliver /- shift the empty container when

~requested by the users. The PSA SICAL has argued that there should be national -

‘Authority has already prescribed this conditionality in the Scale of Rates of those

“consensus and all terminals should follow this, It is relevant to mention that this .

private terminais and Port Trusts such as India Gateway Terminal Private Limited -

- (IGTPL), Visskha Container Terminal Private Limited (VCTPL), New Mangalore Port

Trust: (NMPT), Chennai Port Trust (CHPT), Visakhapatnam Port Trust (VPT) and

QGateway Terminal India Private Limited (GTIPL) which were decided after

nolification of the revised tariff guidelines. The relevant provision is, therefore,
incarporated in the Scale of Rates of the PSA SICAL. '

Since the berth hire charges for vessels handied by PSA SICAL will be collected by

the TPT as per the terms of the LA, this- Authority advised: the PSA SICAL to

incorporate a conditionality that in case a vessel idies due to breakdown or non-
availabiiity of shore based facility of PSA SICAL or any other reasons attributable to
PSA SICAL, a rebate equivalent to berth hire charges payable to the Tuticorin Port
Trust will be granted for the period of idling of vessel at its terminal. This also flows

fromvithe principle of not requiring user to_pay for delays beyond the reasonable -

-ovelsttributable to port / operators. The PSA SICAL has, however, argued that on
several occasions its turn around has been faster due to superior productivity for-
which the vessais / MLOs do not pay anything extra for the reduced berth usage, It

‘has, therefore, requested not to incorporate this conditionality gince it will result in

In vis context, it is relevant to mention that this conditionality is already prescribed
in"the SOR of the India Gateway Terminal Private Lirnited, Chennai Container

- Terminal Limited, Gateway Terminal India PRrivate Limited (GTIPL), Visakha

- Container Terminal Private Limited, etc. Ever in case of some of the Major Ports a _

‘conditionis prescribed to the effect that berth hire charge shali not be levied for the
period of idling of vessels for reasons atiributable to the port.

' Thm is no reason why the provision prescribed in case of other terminals in this

‘regard shouid not be made to apply to PSA SICAL particuilarly. when suich provision
-is hased on the principles set out.in the taniff policy guidelines issued by the
~Government. A suitable conditionglity requiring PSA SICAL to allow rebate
equivalent to berth hire accryed during the period of idling of vessels on account of

Te8s0ns atiributable to the terminal is included in the Scale of Rates of PSA SICAL.

{ouxviki). Py diferentiel tariff between 20’ and 40’ containers in case of handling charges for

-Snshipment containers, charges for shutout container, storage charges efc., ‘are
~fybt-found 10 be as per the revised tariff guidelines, The differential in taritf for these
~floms are modffied in terms with4he revised tariff guidelines. ‘

(ocix). The PSA SICAL has proposed to MmtheMn in Lift on /.Uft off charges

.

‘and extra movements by transfer crane:and by:dther cranes prescribed in Scale of
Rates.of 1999 and has proposed a ratiorialised tarif after clubhing these two items.
“This rationalisation was also proposed during ‘the :last ta¥if - revision 'of 2002 to
“discourage choice by the users of type &f equipment to be used. This was found to

be reasonable and accepted durng the last tarif revision and hence this

-modification in the instant proposal is s accepted.

The unit of levy of charges for supply of electricity to reefer containers is proposed-
to be-modified from existing 8 hour basis to 4 hour basis in terms with the revised
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27.2. - - The revised Scale of Rates will come into effect after expiry.of 30 days from the date

of notification of this Order in the Gazette of India and shall be in:force till 31 December 2011, The
approval accorded will automatically lapse unless specifically extended by this Authority.

27.3. The tariff of the PSA SICAL has been fixed rélying on the information furnished by
the port and based on assumptions made as explained in the analysis.  [f this Authority, at any time,
during the prescribed. tariff validity period, finds that the actual posifion varies sﬂl;stantially from: the
estimations -considered or there is deviation from the assumptions acceptéd heriin, this Authority
may require the PSA SICAL to file a proposal ahead of the schedule to review its tariff and to
fully the advantage accrued on account of such variations in the revised tariff, - '

274. - - In this regard, the PSA SICAL is requested furnish a report of the actual physieal -
and financial performance within 15 days of completion of ach quarter of a year in the same format
in which the ¢est atatement for the tariff proposals are filed,. The report shouid aiso be aggompanied
with the reasons for variation from the estimates relied upon for fixing the tariff in force. if a variation
of (+)/(-)20% is qbserved between the actuai and the estimates for two consecutivé quarterly perind,
TAMP witi cal[_‘u"pgn the concemed operator to submit their proposal for an ahead of scheduled
review. If the PSA SICAL fails to file a tariff proposal within the time limit to bé& stpulated by TAMP,
this Authority will proceed suo motu to review the tariff, o e

- “BRAHM DUTT, Chairman

"\ [ADVT HIM/143/2008-Exty.] -
ANNEXJ o : .

COMPUTATION OF EFFICIENCY GAIN ACHIEVED BY PSASICAL

I Operating and Direct L.abp#; Cost
A LAk . B - ]
BINo_ |Particulam ) ) 2003 2004 2005
1. |Theoughput in Teus 234820| 204208| 320708
] . 13 157 181} =
2 Numberafamm i iy i :
3 [Total Labour Cost (Rs. in lakhs} 379.72| . 387.77] 44758
4 Applicable Escalation facior ] 8.44
Cumulative Ewg_i_gi_fﬁm i B ) i 1.0844 28
Total Labour Cost affer applying de-escalating at the above rate ( Rs. in : _
8. liakns) R _arp.72| - ssr.77]  420. _ : g
' u L {on g6 sscaidted Cost (in Rs) ' _teres| 137e)| 13128 12804 84.37 8258 83.50
7 Average cost par em in Rs. 146.70 130.18 - _ : B7,18
fedu in the om| LT any, achieved during the o
" 8 [block 2005 102008 and 2007 to 2009 _ 18.53 43.00
50% reduction achiivvad thareon consldered for computstion of L .
*9- - jefMclency gain - 827 . 1.8
] Equipment Running and Maintenance Cost
- l_s_mu [Particulars - , 2003  2004] . 2008 2007 2008] _ 2009
Throughput in Teus , _234629] 704208| 320298 ssgesel  a32om  avsary|  eveam]
" A {Power T ;
. 1__ [Power Cost : 12720 138.80)  161.80| 174.80 20220 20800 218.00]
.2 |Fixed Cost 20 20 . a3 _a5 43 57
3 :|Variable cost (1-2) - g8.2] . 109.ah 1188 1208 1542 154 181
"4 |Rate per unitofmrésfﬁmishedl_:z_PSA SICAL §.00[ . 5.00] 525| - 551 s00| 590 8.22
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ANNEAN ~
COST STATEMENT FOR FIXING TARIF OF PSA SICAL TERMINALS LTD . ’
m . - Rs. in lakhs
.No. Particulars wnls I [13
existing tariff Modified actuals / estimates by TAMP
. 2008 Actuals upta 2008 Actuals fumihised 2009 2010 R 11
Sept 2008 Estimates |by PSA SICAL for 8
months prorata
adjusted for fuil
yeour with suitable
- maodifications
Traffic (In TEUs) 356533‘ 3000008 475377 475,377 475,271 4753
1 |Total Operating income — 1
(i) Container handiing income 707 8531| 9431 943057| mﬁii‘ B430.67]
(i) Others 17 257 237 237 337
Total Income 7251 6831 i 9563|
n Operating costs {excluding depreciation)
{) Operating & Direct Labour 38! 612 487 509.05
(il) Equipment Running Coets
(a) Power Cost 157 310 20% 218.96
(b) Fuel cost 429 57 508.31
© Repairs & maintenance 286 : 4128
Subtotal (asbcd) | a8y 131 1176, 12301
(i) Royalty / revenue share 3830 4411 2392, : 32783
{iv) Equipment Hire 34 580 45. 47.4%
(v) Other expenses 242 6 321.34 337.51 52
Total {i to viii} 3354 6986{ 4422.3 sasuq_ 821781} 7018.2Y
W [Doprecation : o84 843 131200 181209 312,00 312,
v Overheads =
J(i} Management & Administration overheads 121 140, " 31 168.75 - 178l 184.84
(i} General Overheads 13y 3 150.8 157.60) 164,85 172.43
(ili) Prediminary & Upfront Payment write-off 34 T A4 24 54 24 .54 24,541 - 24.54
(iv). License fee for Terminal Operating o XL 0.00 0.00 ooy - 0.00
System . ) .
Total {| to Iv} 267} 658] 336.54| 3so.ag| - 348 381.61
Total sxpenditure ssna mg] 8070.86] 7062.21 7395, 8709,
i - J
¥ Surplus 846 -1954} 3597.14] 260561 1772, '958.1
| o
v1 [Capital Employed 77585 4983 4167 2830.94 1404400 187
vii RoCE - Maximum permissible (16%) 931 74 666.80 424 84 . 224;1ﬂ : B.ﬁ
VIl |N-: Surpius / {Dsficit) -284] -2703] 283034 2181.05 1548 32 G534,
IX__ ]Efficiency gain ‘ ] 136.92] 142,72 149.28{ N 156.15
X Not Surplus ! (Deficit) after sfhciency -284 -2703] 2793.4% | 2038.33 1309 01 778.
galn {viil- ix) )
X1  |Net Surplus/ Deficlt as a % of operating 29.62% 21.61%) 14 aml 8.25
income .
XIT . |Gabw advantage accrued to the PSA
SICAL for the period Nov 2002 ‘ . !
WDtclmlnr 2008 . 13226.01
XHI |Pastaccruals if spread over the five 2645.20] 2645.20] 2645 200
yoars beginning from January 2009 to
December 2010 and balance to be -
adjusted in the next tariff cycis
XV [Net Surpius after adjustment of past 468253 YT 5
Jaccrusls and Interest thareon ({(X+ :
X XIV) .
XVI - |Net Surplus after adjustment of past 49 .65/ T 42.58%) 36.30%;
accruals as a % of operating Income
XVH JAvsrags Net Surplus after adjustment of 42 .95%
past accruals as a % of operating lncome
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: L SCALE OFRA‘[ES :

. his, Scale.of Rates sets out the charges payable to PSA SICAL Termlnals Limuted from time to
time for use.of services and.facllities provided at the Tutleor‘in %mainer TFerminal.

s Aas w

In thls St‘.ale of Rates, unless the context’ Mhemﬁafrequkes the following definitions shali
HT e L B rapply R .

2

«Coastal Vessel” stiall mean any vessel eiéﬁmtvéty empbyatt in trading between any

-+ 1. et on place. in. India.-to any other port, o place in lndsa having a valid coastal license
issued by the competent authority.

(). “Container” means the standard 1S Sontainer, euitabte “for the- tmnspon and stackingof
Lt oon roeigo-asd must be capable of belng h ndled s,a.unrt and lited by a crane with a
oo OORLBINGS: Qpreader ‘ -, _

(m) “Foreign Going Vesse b shall mean any vessel other than a coastal vessel.

(w) ) "Hazardous conlalner" means a c.ontai ‘1‘, i‘r:i:u*‘ita” nlng hazardous goods as " chassified

under IMO.~

.»-;;;_"ayer mmqmional ;'confainer" means a untamer ‘chrying - over dm‘ténsional cargo
beyond the normal size -of standard containers' and rieeding special devices like slings,
shackles, lifting beam, etc. Damaged contamers and container requiring special devices

=for |lﬁln§ts alaeelassuﬁed as Over Drme_ nal Contamer

'CPQE Pay" per calendar day or part meﬁeﬁﬁ‘;’ s

(vu) “Per snm" means penod of 8 hours or patt theredf

. - Gentainer Terminal (TCT), operated by PSA SICAL Terminals Limited.

ﬂP&A SJCAL" means 'PSA SICAL Termirtals lelted ‘a company mcorporated in India, its
i SLOBeRSOFS: and assigns. ,

'(x),' “Reefer” means any container for the purpose of the camiage of goods, which require
F pqwer supply to maintain the desired temperature

- (xi) - ‘5$hut0ut Contniner" means a container which'has ent’ered the terminal for expert for a
vessel as indicated by Equlpment Interchange Receipt (EIR) and is not loaded to the
vessel for whatsoever reason.

4 ‘('x'ii)j' "Tonne” means one metric Tonne of 1, 000 Kilograms or one cubic metre.
e (W), < *Transhipment Container” means container. discharged from a vessel and placed in the
custody of the PSA SICAL for the purposes’ of shipment on another vessel declared on 2

~ transhipment manifest with the ultimate port of destination marked on the container lodged
SR wcth tha PSA SICAL prior to or at the time such a contamer is placed in its custody

5051 GL/08—16

':M.‘Haon" mans the Tuticorin Port Truat (TPT) ‘“whereas *Terminal” ‘means Tuticonn
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{i).

{i).

(Hi).

(iv).

(i),

{vii).

(i)

GENERAL

“Statu_s of a vessel as borne out by its certification issued by Director General of
Shipping is the relevant factor for deciding whether the vessel is ‘foreign-going' or
‘voastal. Foreign going vessels permitted to undertake coastal voyages and the

cargo/container carried by them will also qualify for the concession in respect of such
permissible voyages.”

(a). A foreign-going vessel of indian flag having a General Trading Licence can
convert to coastal run on the basis of a Customs Conversion Order.-

(b). A foreign-going vessel of foreign flag can convert to coastal run on the basis of a
Coastal Voyage Licence issued by the Director General of Shipping.

(c). In cases of such conversion, coastal rates shall be chargeable by the load port
from the time the vessel! starts ioading coastal goods. '

(d). In cases of such conversion coastal rates shall be chargeable only till the vessel
completes coastal cargo discharging operations; immediately thereafter, foreign
going rates shall be chargeable by the discharge ports.

(&). For dedicated indian coastal vessels having a Coastal Licence from the Director -

General of Shipping, no other documents will be required to be entitied to coastal
rates. :

(a). The container related charges for all coastal containers, should not exceed 60% of
the normal container related charges.

(b). The concession will be on ali the relevant charges for ship shore transfer and
transfer from/ to quay toffrom storage yard as well as wharfage on containers and
cargo.

(c). Container from a foreign port which reaches an Indian Port “A” - for subsequent
transhipment to Indian Port “B” - will be levied the concession, charges relevant for
its coastal voyage. In other words, containers from/to Indian Ports carried by
vessels permitted to undertake coastal voyage will qualify for the concession.

All dollar denominated tariff will be recovered in Indian Rupees after conversion of charges
in dollar terms into its equivalent Indian Rupees. For this purpose, the market buying rate
notified by the Reserve Bank of india, State Bank of India or its associates or any of the
public sector banks as may be specified from time to time prevalent on the day of entry of
the vessel into the Terminal (in case of import container) and on the day of arrival of
containers in the Terminal premises (in case of export containers) shall be applied for
cenversion of the dollar-denominated charges into Indian rupees.

A regular review of exchange rate shall be made once in 30 days from the date of arrival in
the cases of vessels staying in the port for longer period. The basis of billing shall change
prospectively with reference to the appropriate exchange rate prevailing at the time of
review.

Containers less than and upto 20" in length will be reckoned as one TEU for the purpose of
ievy of tariff. '

All charges worked out shall be rounded off to the next higher rupee on the grand total of
each bill.

All invoices are issued as due on presentation. Failure to pay may cause a lien to be
placed on the goods handled at the Terminal and the responsible party may be denied
further use of the Terminal until all outstanding charges have been paid. :
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{ix). (a). The user shall pay penal interest on delayed payments of any charge under this
Scale of Rates. Likewise, the PSA SICAL shall pay penal interest on delayed
refunds.

(b). The rate of penal interest will be 15% p.a. The penal rate will apply to both the
PSA SICAL and the port users equally. '

(c). The delay in refunds by the PSA SICAL will be counted beyond 20 days from the
date of completion of services or on production of all the documents required from
the users, whichever is later.

{(d). :The delay in payments by the users will be counted beyond 10 days after the date
of raising the bills by PSA SICAL. This provision shall, however, not apply to the
cases where payment is to be made before availing the services as stipulated in
the MPT Act, 1963 prescribed as a condition in the tariff.

(x). A premium of 25% will be levied in case of Hazardous cargo containers | Over
dimensional Cargo Containers over all the applicable handling charges and storage
charges prescribed for respactive categories of containers.

(xi). Users shall not be required to pay charges for delays beyond a reasonable level
attributable to the PSA SICAL. o .

(xii).  In case a vessel idles due to non-availability or breakdown of the shore based facilities of
PSA SICAL or any other reasons attributable to the PSA SICAL, rebate equivalent to berth
hire charges payable to TPT accrued during the period of idling of vessel shall be allowed
by PSA SICAL. o

(xiii). The Customer has to declare the hazardous nature of the cargo as per the IMO

" classification and fumish the relevant hazardous details to the PSA SICAL, prior to
discharge from the vessel for Impot Containers and prior to processing of EIR in case of

Export Confainers. The liabilities and cost towards the consequences arising due to non-

declaration 6r mis-declaration shall, however, be on the customer’s account.
3. APPLICATION
(i). Import and Export rates shall apply when.
(a). a loaded or empty container is discharged fro.m a vessel, delivered directly out of
the Container Terminal or moved and stored in the container yatd and eventually:

delivered out of the Container Terminal; or

(b). a loaded or empty container is shipped and the reverse operations to (a) are
performed.

ii). Transhipment container rates. shall apply to a loaded or empty container when it is
discharged from the first carrier onto PSA SICAL's premises and remained in the custody -
of PSA SICAL until it is transhipped in its original status by PSA SICAL to a nominated
second carrier. :

(ii). ~ Re-export container rates shall apply to a loaded container when:

(a). it is discharged from the first carrier onto PSA SICAL premises and remained in
the custody of PSA SICAL until itis re-exported,

{b). i is ideclared for re-export within 72 hours after discharge of the first carrier is
completed; and '
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(c).

PSA SICAL is informed of the re-e

berths.

xport at least 24 -thrs before the second camier

Re-export containers shall pay the import and export container stevedorage rates

but shall enjoy the same free storage period applicable to transhipment containers
if they meet the above conditions.

1. Container operations

SECTION- |

1.1. HANDLING CHARGES FOR IMPORT AND EXPORT CONTAINERS
SI. | Particulars Foreign-going Coastal
No. Container | Container | Container Container | Container | Container
not exceeding | exceeding not exceeding | éxcesding
axceading | 20 feetin 40 foot in exceeding | 20feetin 40 foetin
20 feetin | length and | length and 20 feetin |-length-and | length and
length upto 40 upto 45 length upto 40 upto 4§
{in USS$) feetiength | feet length (inRs.) [ feetlongth | feet longth
' (in US$) {in US$) : | _(inRs.) {in Rs.)
{a). { Quay Crane
Charges
-Loaded US$11.37 US$17.06 LUs§22.74 'Re.297.00 'Rs.'445.50 Rs.584.C0
and Empty '
(b}. | Transport
from/ to CY
and Lift- on
/Lift-off
- Loaded Rs.412l5(_) Rs618.75 [ Rs.825.00 Rs.247.50 -{ . Rs.371.25 Rs.496.00"
- Empty " | Rs.207.90 Rs.311.85 Rs.415.80 Rs.124.75 R§.187.15 Rs.249.50
Notes:
(1).  Export Containers have to be delivered to PSA SICAL at least 2 hours before-berthing, of
the vessel to be accepted for loading.
(2). Charges in 1.1. (a) above inciude handling by quay crane and fashing/unlashing, stowage
planning and supervision. -
(3. Charges in 1.1. (b} above include transport from the quayside to container yard and a lift at
CY for landing an import container and transport to the quayside from the CY and a lift at
CY for loading an export container. 4
1.2, HANDLING CHARGES FOR TRANSHIPMENT CONTAINERS
3'- Particulars Foreign-going Coastal
o Container | Container | Container Container | Container | Container
not exceeding | exceeding not exceoding . | exceeding
exceeding | 20 feetin 40 feet in exceoding | 20feetin | 40 feetin
20 feetin | length and | length and 20feotin | length and | length and.
length upto 40 upto 45 length upto 40 upto 45
(in USS$) feet length | feet length (inRs.} feetiongth: | feetiength.
(in US$} (in USS) {in Rs.) (inRs.}
{a). | Container
Operator who 12.35 18.53 24.70 32275 484.15 645.50
has .
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{b). If transhipped .
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“'.‘ aupemﬂdm transport betwogn wund}quéysiﬂL on and off at cy.
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A shut out charge as per |tem 1.8 shall apply

(i}. if the camer is changed after bertﬂlng of the ongtnally nommalqdé carrbiﬁ ; L
‘ Cbre pribnal 1

i) if the nomination is; changed from a Iater camer to an eaﬂieaner:mr the

e  wavlier carrisr: iébetthed a1 g4
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A oontamer from foreign port landing at PSA SICAL for subuquem tramhtgmgnt to an:
Indian Port on a coastal voyage or vice versa. would be charged at:;80%: of the:
transhipment charge prescnbed for forelgn-gomg vessei and 50% of that prem ﬁor the
ooastal category.

[RE1™

Any Transh:pment eontamer delwered out of the Coniamer Terminal byt‘road ‘or rall sha1|
be charged the import export container rate.

(4)-
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14. HATCH COVER HANDLING CHARGES FOR ONE OPERATION {both opening and .
Closing) ' - ‘
Sl Particulars Foreign-going Vessels | Coastal Vessels
"~ No. {in USS) {in Rs.)
{a). | Without landing Hatch Cover on the quay 9.47 247.50
(b). | With landing Hatch Cover on the quay 23.72 619.75
1.5. SHIFTING OF CONTAINERS WITHIN VESSEL {restows)
Sl. Particulars Foreign-going Coastal
No. Container | Container Container Container | Container Container
not exceeding | exceeding not exceeding | exceeding
oxceeding | 20 feetin 40 featin exceeding | 20 festin 40 fest in
20 feetin | length and | length and 20 feetin | length and | length and
length upto 40 upto 45 length upto 40 upto 45
{in USS) feet length | feet length (in Rs.) feet length | feetlength
(in US$) (in US$) (in Re.) (inRs.)
(a). | Loaded or 17.05 25.58 34.10 445.50 668.25 891.00
empty
container
shifted by
landing and
reshipping. :
(b). | Loaded or 5.68 8.52 11.36 148.50 222.75 297.00
" | empty
container
shifted
without
landing and
reshipping

Note:

(1. No wharfage will be levied on the restow containers and containerised cargo.

1.6. EXTRA MOVEMENT

:(',' Particulars Foreign-going Coastal

Container | Container | Container Container { Container | Container
not exceeding | excesding not exceeding | exceeding

oxceeding | 20 feetin 40 feot in exceeding | 20 feetin 40 feetin
20 feetin | length and | length and 20 feetin | tength and | length and

length upto 40 upto 45 length upto 40 upto 45
{in Rs.} feet length | feet length (in Rs.) feot langth | feet length

{in Rs.} {in Rs.) {(in Rs.) (in Rs.)

(@). | Loaded 330.00 495.00 660.00 330.00 495.00 660.00

and Empty

Note:

{(1). Extra movement charges applies when a container is required to be moved by a trailer
within the Container Terminal upon customer's request.
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(d). | Cleaning of a Container

: Notes:

: ..(1). .

{2).

1.8.
0.

{ii).

REEFER RELATED AND OTHER GENERAL SERVICES

sl - Particulars | Foreign-going | Goastal

I No. | - B 3 {in USS) (in Rs.}
{a). [ Pre-trip inspection (including the supply of Electricity)

| por contaier , Y € 21.22 924.00

(b). | Connection or disconnection Services. Onboard a 1852 66.00

Vessel. Per Container

O TSupply of electricly (including _connecing_and |
disconnecting, monitoring of temperature at- Reefer |
yard) per 4 hours or part thereof- - e

Tt exceeding 20 festintengh™ | .71 74.25

(ii). exceeding 20 feet in length ' L 227 99.00

(i), not exceeding 20 feetn length_ ' 5.99 42.90

(i), exceeding20Teetinfength . 1.97 85.80

'."Pre-trip Inspectidn of tﬁ_e feefer cohtainers and cleh'riing of containers are optional services
* and shall be rendered when requested . . . S . N

Above tariff does not include parameter setting or repair & maintenance of matfunctioning
reefers. Above charges are aiso applicable to restow réafer containers.

SHUT OUT

Where an Export container or a Trarjéhipr-hent,contai'na'r ora Re-expo'rt contéihér is shut

out and subsequently delivered out of the Container Terminal, the following rates shall
apply; ' - 2
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8i. | Particulars Fonlgn-golﬁu_ ' Cohhl ,
No. Container | Container | Container | Container [ Container Container
not sxceading | excesding not sxceeding | exceeding
exoseding | 20feetin .| 40festin exceeding | 20festin | 40festin
20 fest In | length and |- lerigth and 70 feet iy | length and | length and
length upto 40 ‘upto 45 length upto 40 upto 48
(nUSY) | feeth | testliongth |  (inRs) | festlength | feetiength
- (in USS) {(in USS) {in Rs.) {inRs.)
(a). | Loaded : - ' . ‘
and Empty 15.16 22.?4 . 3032 660.00 990.00 1320.09

“Where a cantainer is shut out by one vessel and s_&mquently shibped via anBther vessel,

in addition to the stovedqrage charge:
(a). the charge as per item (a) above shall also npply.

(b).  the free storage shall be given to the Container in accordance with item 1.10 from
the time the container is first received. If the free storage pericd s exceeded,
store rent shall be calculated after the expiry of the free period up to the time of Iift
on. :
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1.9. WHARFAGE T
::;. Parucjutgr's Foreign-going Coastal -

Container | Container | Container | Container'| Container | Container
~ not exceeding | exceeding not exceeding | exceeding
exceeding | 20feetin | 40foetin |  eoxceeding | 20 feetin 40 feet in
20 feetin | length and | length and 20 feetin | Jength and | length and
length upto 40 upto 45 - | - length - - wopto 40 upto 45
feet length | feetlength |- (inRs.) { feetlength | feet length
: R - }....{in Rs.) (in Rs.)
(a). | Per Cantainer US$0.61 Us$0.92 | -US$1.22 1585 . | -.23.80 31.70
(b)- cp;grrg":"_'a'"e“sed Rs.330.00 | Rs.495.00 | Rs.660.00 | 198.00 | 267.00 | 396.00
1.10. STORAGE OF CONTAINERS
{a).  Import and Export - Laden and Empty Containers
:‘- Particulars Foreign-going . - . Coastal
o Container | Container | Container | Container | CTontainer | Container
not - exceeding | exceeding not exceeding | exceeding
| “exceeding | 20 feetin ‘40 feetin- | -‘exceeding { -20feetin |, 40 feetin
20 feetin | tength and | length and: | 20 feetin |-Jength and | length and.
length upto 40 upto 45 length upto 40 upto 45
(in USS) feat length |- foet longth (inRs.) feet length | feet length
- (inUS$) | (inUSS) .| . (inRs) | (inRs)
(). |FirstSdays |  Free Free Free Free - | Free | Free
| - z;‘;’:ew 151 os0 100 | 150 | 2155 | 4310 64.65
{iii). | From 16 to : S '
22 days 1.98 3.96 5.94 7 ”86.25 1?2.50 258.75
(iv). | More than Capat I 1140t tee7H | 232
22days. 83 | 766 1149 | 16670 | 33340 | 500.10
“{b). - Transhipiﬁéhifﬁp-export - Laden and Empty Conlalnels
5. Particulars Foréign-going  Coastal
Container Container .'Cont_ainer Container ' Container Container
not exceeding | oxceeding not. | exceeding | exceeding
exceeding | 20festin | 40feetin | exceeding | 20feetin | 40feetin
20 feetin | length and | length and 20 feetin | length and | length and
.- length upto40 | upto4s length upto 40 upto 45
(in US$) feet length | . feet length (inRs.) | feetlength') feetlength
(in US$) {inuss) 1 1 -@nRs) (in Rs.)
(i). | First 15 days Free Free: | . Free Free Free Free
(i). | From16to '
B 30 days’ 264 - 5.28 ) .7'_92., ) 115.00 230.00 345.00
iii). | More than - T e - . A
30 days 396 7.92 11.88 172._50 345.00 517.50
Notes:
{1). (a). Free storage period for import loaded and empty containers commences from the

R -MH*WNM UNR

day after the day of landing of the container.
exceeded, store rent is charged on 24-hour basis up to the time of delivery.

If the free storage period is

il q IMOM'WIQW ‘ mwm' w'TJ'n LR XU T Rt wnm-mw-mwmnQ-w-muq (1 BT ER RIS

s e




£29

(v II—GTg 4] T o TS9A : SFEERY

(2).

@).

@,

5.

1.11.

(b).  Free storage period for export loaded and empty containers commences from the

time the container arrives in the terminal. If the free storage period is exceeded,
store rent is charged on 24-hour basis up to the time the vessel berths. '

Free storage period for transhipment and re-export containers comménces from the time

of completion of discharge of the first carrier. If the free storage period is exceeded, store
rentis charged on 24-hour basis up to the time the second carrier berths.

For the purpose of calculation of free .time, Sundays, Customs notified holidays and the
Terminal's. non-operating days shall be exciuded

The storage charges shall not accrue:for the period during whicﬁ_iﬁé PSA SICAL is not in
a position to deliver / ship containers when requested by the user.

The storage charges on abandoned FCL containers / shipper owned containers shall be-
levied upto the date of receipt of intimation of abandonment in writing or 75 days from the
day of landing of the container, whichever is earlier subject to the;-f_o_llowing conditions:

(). . The consignee can issue a letter of abandoriment at any time.

(i).  If the consignee chooses not to issue such letter of abﬁndonthent. the container

Agent / MLO can also issue abandonment letter subject tothe condition that,

(a).  the line shall resume custody of container along with targo and either take
: back it or remove it from the port premises; and Do
- (b). the fine shall pay all port charges accrued on-the cargo and container

before resuming custody of the’"coqtainer.

N (iif). ' The container Agent / MLO shall observe' the necessary formalities and bear the

cost of transportation and destuffing. In case of their failure to take such action
within the stipulated period, the storage charge on container shall be continued to
be levied till such:time all necessary actions are taken by the shipping lines for
destuffing the cargo. ' . o .

(iv). Where the contaiher is seized / confiscated by the Custqni’ Authorities-and the

~ same cannot be- destuffed within the prescribed time limit of 75 days, the storage
charges will cease fo apply from the day the Custom order release of the cargo

" subject to lines observing the necessary formalities and bearing the cost of

" transportation and destuffing. Otherwise, seized / confiscated containers should
be removed by the line/ consignee from the port premises to the Customs bonded
" area and in that case the storage charge shall cease to apply from the day of such

- removal. : R ‘ :

Charges for Miscellansous Sorvicé_s

sl Plrticul"ér:_ ' ‘ ~Container not Container
No. : ' exceeding 20 foot oxceeding 20
‘ in length feot in length
1. | Direct Loading (Loaded and Empty) '
- Foreign going Uss10 Us$15
- Coastal | |  Rs.486.00 Rs.728.00
2. | Reshuffling
 Loaded and Empty Rs.600.00 Rs.900.00
- 3. | Trucking : -
7| - Loaded and empty Rs.500.00 Rs.750.00
4. | Change of shipment status '
- Loaded and empty Rs.728.00 Rs.1083.00

5051 GH08—17
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5. [ Change of Container Status '
| - Per Container Rs.97.00
' 6. | Cancellation of Document
C | PerEiR  Rs.75.00
7. | Late Processing of EIR Rs.500.00

Direct loading charge applies when, at the request of customers, PSA SICAL accepts an
nxport container delivered to the terminal after the prescribed closing time. This charge is
i1+ addition to alf applicable charges in a normal export cycle.

fizshuffling charge applies when, at the request of customers, PSA SICAL reshuffles
contairers in the yard.

Trucking charge applies when, at the request of customers, PSA SICAL transports
zontainers between the port’s railway siding at the Additional berth and PSA SICAL.

Change of shipment status charge applies when;

{iv. a transhipment container in PSA SICAL premise is changed to’ an import
container; ’
(in). an import container in PSA SICAL premise is re-exported;

i, an export container is delivered out of PSA SICAL premise; or

v}, a transhipment container is re-nominated to another second carrier more than 8
hours before the berthing of the originally nominated carrier or the re-nominated
carrier, which is earlier.

{hange of container status charge applies each time the detail of an import or export
container is changed after processing by PSA SICAL.

Cancellation charge applies when EIR is cancelled at the request of customer.

Late Processing fee applies when EIR is processed after the EIR cut off time (i.e. 4 hours

bafore Estimated time of Berthing)

SECTION —1I
YTHER SERVICES
YiSITOR ENTRY PASS
© %l No. ~ Particuiars Yearly Monthly Daily
. ia) Per Application Rs.200.00 Rs.50.00 Rs.20.00
{b}. Per Replacement Rs.50.00 Rs.20.00 "Rs.20.00
HHOTOGRAPHY
5L No. Particulars . Rate in Rs.
L {a). Film Shooting and Photography RE.13000.00 Per day
L {b). Taking Photographs of Goeds Imported / Exported Rs.650.00 Per day
L (c). Taking Photographs of Crews and Others Rs.325.00 Per day
C{d). Videography {related to operational activities) Rs.3900.00 Per day
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23 DOCUMENT L
Sl. No. . Particulars Rate in Rs.

(a). Per Landing Certificate Rs.100.00.
(b). Per Shipping Statement B Rs.100.00
{c). Duplicate reprint / photocopy of shipplng docurnent " Rs.100.00 -/
(d). Specialized system service (per transaction / report) - Rs.1000.00

Note: W .

1.

Speciauzed system services charge applles to generatlon of any special reports/
information from the PSA SICAL system which is not routine in nature, based on

customers request.
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