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TARIFF AUTHORITY FOR MAJOR PORTS
Mumbal, the 15th December, zooe
No. Tmpmmqnmmmmmmwmsw 49 and 50 of the

_Major Port Trusts Act, 1963 (38 of 1963), the Tariff Authority for Major Ports hereby disposes of the
proposal received from the Visakhapatnam Port Trust for setting upfront tariff for coking coal and steam
coal handiing in pursuance of the guidelines for upfront tariff setting far Public Private Participation (PPP)
Projects at Major Ports vide. thls Authority’s Notification No. TAMP/52/2007-Misc. dated
26th February, zmauinmeomappendadhtmo . :
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TARIFF AUTHORITY FOR MAJOR PORTS
Case No. TAMP/58/2008-VPT
Visakhapatnam Port Trust ..Applicant
' ORDER
(Passed on this 27th day of Movember, 2009)

The Visakhapatnam Port Trust (VPT) had filed its proposal vide its letter dated 29
December 2008 for fixing upfront tariff for the mechanised handling of coking coal and steam coal
at its General Cargo Berth (GCB) on Design Built Finance Operate and Transfer (DBFOT) basis in
pursuance of the guidelines for upfront tariff-setting for Public Private Participation (PPP) projects
at Major Ports Trusts vide Notification No.TAMP/52/2007-Misc. dated 26 February 2008. Since
the proposal contained some gaps, it was returned with an advice to file a comprehensive
proposal.

2. The VPT has vide its letter dated 12 March 2009 filed a detailed proposal
alongwith information on the various points raised by this Authority earlier. The port had initially
proposed two different set of upfront tariff rates based on the cargo share of coking coal / steam
coal proposed to be handled during different period. In the subsequent proposal, the VPT has
proposed a uniform upfront tariff based on the optimal capacity assessed by it.

3.1 The highlights of the proposal are as below:

{i). Length of the proposed berth is 356m length and 40.20 metres wide including the
proposed widening of the berth by 18 mtrs. The dredged draft in the front of the
berth is envisaged to be 20 mirs.

(ii). (a). The optimal quay capacity of the berth is assessed at 12.8 million tonnes
per annum following the norms and formula prescribed in the guidelines
except for the deviation in the output norms. The output per ship per day
for coking coal is considered at 70000 tonnes per day for cape size
vessels (unloading norm prescribed in guidelines is 50000 tonnes per
day) and for panamax vessel at 42000 tonnes per day (untoading norm
prescribed in guidelines is 35000 tonnes per day). This deviation from the
norms prescribed in the guidelines is on account of the VPT proposing
depioyment of 3 ship unioaders instead of 2 ship unioaders prescribed in
the guidelines.

(b). The optimal yard capacity of the terminal is assessed at 9 million tones
per annum (MTPA). Deviation from the norms prescribed in the
guidelines is made with respect to stacking factor and the turnover ratio of
cargo. The VPT has adopted the stacking factor 7.5 tonnes per sq.mtr. as
against 3 tonnes / sq.mtr prescribed in the guidelines. The turnover ratio
adopted by the VPT is 30 instead of 12 prescribed in the guidelines. The
reasons for the deviations made from the guidelines are explained by the
VPT in the revised proposal.

(c). As per the guidelines, the lower of the optimum quay and optimum
stackyard capacity i.e. 9 million tones per annum (MTPA) is considered as
the optimal capacity of the terminal for proposing the upfront tariff,

(i). The total estimated capital cost of the terminal considered in the upfront taniff
calculation is Rs.439.72 crores. The break up of the capital cost estimates
considered in the upfront tariff calculation is given below:

Sr. Particulars Capital cost
No. estimation
. (Rs. incrores)
(i). Civil construction cost 72.59
{excluding the cost of construction of berth and
berth side dredging) o o |




[wHI—TvE4] - _ VTR T TS : SRR 33
{i). | Mechanical & electrical Equipment cost . 261.83
(li). | Miscellaneous cost . . 16.72
(V). | (a) Total capital cost for cargo handiing, storage ET IR
and miscellaneous services (ito i) .
(). | (b) Capital cost for construction of berth 38.58
including cost of dredging o

(iv).

{v).

(vi). | Cost of construstion of berth including 83.48

license fee

{vil). |.Cost of dredging alongside the berth 5.10
“(viil). | Total capitai cost (a+b) _ 439.72

The port has made some deviation while estimating the equipment cost from the
normative level of equipment prescrived in the guidelines. The port has
considered 3 nos. of ship unloaders as against 2 nos., 1 stacker as against 2 nos.
prescribed in the guidelines, 1 Reclaimer plus 1 Reclaimer-cum-stacker as against
2 nos. of reclaimers prescribed in the norms. :

The total revenue requirement from carge handling activity is. estimated at
Rs.137.50 crores. It has apportioned the revenue requirement to handling
charges, storage charges and miscellaneous charges as per the norms

Rs

prescribed. The total revenue requirement from berth hire service is estimated at

.18.90 crores.

The upfront tariff cap proposed is as below:

(a).

_ Berth hire — Rs.0.60 ps. per GRT for foreign going vessel

{b). Coal handling charges — Rs.149.72 per tonne
(c). Storage charges beyond 10 free days (as against the prescribed ndnhs of
25 days) o
(). For first 5 days — Rs.10 / tonne
(i).  6to 10 days — Rs.20 /tonne
iif). 11 day onwards — Rs.40 / tonne
(d). Miscellaneous charges for sweeping, dust suppression, etc. - Rs.1.50/
tonne.
3.2 The port has fumished draft proposed Scale of Rates (SOR) along with its
proposal. :
33 The additional information / clarifications furnished by the VPT along with its
proposal to the queries earlier raised is tabulated below: )
Sl Our queries ' - Response of VPT
No. - ' '

(. | Optimal quay capacity:

(a). The basis of estimating the share of | (a). The estimation of percentage share of
steam coalicoking coal vessels to be | Coking coal / steam coal vesseis to be handied
handled at the proposed mechanised coal | at the proposed mechanised coal. handling
handling facility. facility is based on traffic projection arrived in

consultation with RINL / SAIL / NALCO, power
plants coming in the region, proposals of new
steel plants by M/s. TATA & ESSAR and vessel
distribution pattern of bulk carrier fieet profile for
the vessels more than 70000 to 200000 DWT
size vessels likely to visit the port by the time
the facility is operational. . The details are
available in Techno Feasibility Report of the
_project. '

.

4642 GIH09—S
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{b). The details of steam coal/coking coal
vessels handled by the VPT/ Vizag
Seaport Private limited (VSPL) during the
last three years along with average GRT

substantiate the capacity calculation.

vessels. However,

report.

{b). The capacity calculations as can be seen
from the proposal has been worked out based
on the proposed deployment of Capesize
vessels / Panamax non-gear vesseis and the
vessel may be considered to | type of equipment proposed to deployed at the
berth. It may be noted that either at GCB or at
VPT berths at Inner Harbour,
mechanised handiing equipment, which can be
taken as basis to substantiate the calculations.

there is no

The productivity achieved at EQ8 and EQ9
berths operated by M/s.Vizag Seaport Limited,
where an integrated handling facilities exists is
25000 tonnes / day for Panamax non-gear
limitation in
backup space at these berths, as such the
same productivity cannot be taken as the basis
for the estimation of capacity of the proposed
facility. The justification for considering the
output rates of 72,000 and 42,000 tonnes per
day fcr coking coal cape size and panamax
respectively can be perused from the feasibility

TGy,

" Optimai yard capacity:

{a). The upfront tariff guidelines prescribe
norm for stacking coal at 3 tonnes per
annum for assessing the optimal yard | TAMP  guidelines,
As against this, the VPT has
considered the stacking factor at 7.5

detailed analysis done by the VPT for

tonnes per square metre against the
prescribed norm of 3 tonnes per square
meter may be furnished.

(b). The average stacking factor achieved
by the port / VSPL during the last two
years in respect of coking coal/steaming
coal handled in the port may be furnished.
In this context, it may be pointed out that
the stacking factor assumed while fixing
the upfront tariff of mechanised coal
handling facilities in the Paradip Port
Trust and Mormugao Port Trust is 4.7
tonnes per square metre. developments.

. The actual average dwell time of
coking coal and steam coal at the port for
the last three years may be furnished to
support the average turnover of 30
assumed by the port while assessing the
optimal yard capacity as against the
prescribed norm of 12, Annual turnover
achieved by the port/ VSPL for handling
the same cargo during the last three
years 2005-06, 2006-07 and 2007-08 may

; be indicated.

stack yara.

the size of vessel

{a). Average stacking factor has been assumed
at 7.5 T/ sqm as against 3 T / sqm proposed in

improvement by installation of suitably designed
PVC band drains or similar methods at suitable
tonnes per square metre of area. A | spacing and pattern and pre-consolidation by
keeping the pre-load of sufficient height of
assuming the stacking factor at 7.5 | gravel for designed preload period. Upon soil
stabilization the stockpile area will be provided
with hard standing comprising stone soiling and
filing the gaps with stone spills proposed at the

{b). The average stacking factor achieved by the
VET / V3FL duiing the ia
of coking coal / steam coal ranges between 5 T/
sqm. to 10 T / sqm. Depending upon the nature
of the stockpile at the respective stack yards, an
average of 7.5 Ton / Sq. mtrs. was considered.
It may not be proper to compare the facility with
that of Paradip and Mormugao ports as it
depends upon the type of the soil and its

WO years in respect

(c). Average dwell time of steam coal is in the
range of 44 to 53 days and for coking coal it is
in the range of 22 to 25 days.

However, as ascertained by M/s.[PA from one
of the main importer of coking coal, that dwell
time of 7 days in the port is reasonable for the
imported coking coal i.e. to say that a minimum
quantity of 1 week’s consumption would be
more or less in the ports stock pile. Based on
a minimum
receiving capacity for 1 large ship of 2,00,000
DWT, an average parcel load of 150,000
tonnes or two Panamax vessels of average |

the soil
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| optimal  capacity  of

(d). The optimal yard capacity assessed
in Section 2.2.3 at § Million Tonnes Per
Annum (MTPA) is lower than the quay
capacity assessed by the VPT under two
different scenarios. As per the upfront
tariff guidelines, lower of the optimal yard/
quay capacities is to be. considered as the
optimal capacity of the terminal as per
clause 3.3.2, the upfront tariff cap has to
pe determined with reference fo the
_ the terminal
imespective of the traffic forecast. As
already stated earlier,. the proposed
upfront tariff under Scenario | based on
the expected traffic of 7.5 MMT Is not in
line with the upfront tariff guidelines.

parcel load of 72,000 tonnes and a dwell time of

one week for the cargo at the port has been
considered for  estimation™ - of stockpile
requirement. Hence, for this proposai, a dwell
time of 10 days is considered reasonable and
on that basis the turnover ratio of the stockpile
works out to 30. .

Annual turnover of the VSPL for the last three
years is as below:

(in lakh tonnes)
. Year/ 2007-08 | 2006-07 | 2005-06
c .
Coking coal 10.37 1.04 0.12
Steam coal 2.21 3.86 1.56

The annual turnover of the VPT cannot be
considered for the optimum terminal capacity,
since the coking coal and steam coal are
handled at different multipurpose berths of inner
harbour and at GCB at outer harbour and the
cargo is being stacked at different stack piles.

(d). The optimum yard capacity has been
assessed at 9 MTPA. As per the Section 2.2.3.
of the upfront tariff guidelines, terminal capacity
for working upfront tariff is considered as lower
of quay capacity and yard capacity. The lower
of 9 MTPA has been considered for the working
terminal capacity, handing charges and berth
hire etc.

(i)

The item ‘License fee' under operating
cost is with reference to rental for land
and the port asset. As per the upfront
tariff guidelines, this cost item has to be
estimated as per rates prescribed in the
Scale of Rates of the concemed Major
Port Trusts. The basis of estimation of
jease rental by spreading Rs.15855 lakhs
over 30 years period is not explained and
also shown to be in line with the norms

| prescribed in the upfront guidelines for |’
_estimating this cost item. The VPT is

advised to furnish detailed calculation of
area proposed to be leased and the lease
rental adopted. ‘

The calculation of the License fee has been
revisited and arrived at Rs.388.72 lakhs. The

' details of the calculations of the area proposed

to be leased and lease rental adopted are
furnished.

).

Capital cost estimation:

(a). The number of coal handling
equipment considered in the proposal for
fixation of upfront tariff does not match
with the . coal handiing equipment
stipulated in 4.3.-Annex Il of the upfront
tariff _guidelines. The reasons for

(a). The ‘coal handling equipment indicated in
the upfront tariff guidelines and the equipment
proposed in the proposal are almost similar
except with regard to ship unioaders (3 nos. as
against 2 nos. in guidelines), stacker (1 no. as

against 2 nos. in guidelines). _However, no ,




THE GAZETTE OF INDIA : EXTRAORDINARY

[PART HI—Skc. 4]

; berth at

deviation from - fhe hn'orn-'\é_ ih‘”resnec{ “of
each item of equipment need to be clearly
brought out.

(b). Detailed break-up of estimating the
cost of strengthening the general cargo
Rs.6752.80 lakhs may be
furnished.

(c). Clarify the nature of the expense
estimated (Rs.3468 lakhs) under the head
license fee payable for the berth and the
hasis of valuation may be explained.

{#). The basis of estimating cost of

: individual capital items under the heads

i
§
|

1
]
H
]
i

{ civil, berth cost, dredging and equipment

may be indicated along with detailed
calcyfation. The period pertaining to the
unit rate adopted for estimation of each
Hems of capital cost may be indicated.

Also, copies of supporting documents /

: caiculations / rate analysis done by the
i port to justify the estimation of the capital
i cost giving relevant references to the

main sheet to enable us to co-relate the
figures.

cranes are proposed as against 2 nos. indicated
in the guidelines. Deviation is proposed for the |
following reasons:

Ship unloaders: For the ship of a 2,00,000
DWT size vessel iength will be about 300
meters. Hence, three gantries are
recommended for faster turnaround of vessels.
Alsg, in the event of breakdown of one of the
gantries, the unloading wil not be unduly
affected and the tumaround of the vessel will
not be significantly affected.  Three such
unloaders of 40 tonne capacity, with a cycle
time of 1 minute will have an installed unloading
capacity of 4500 tcnnes / hour (1500 tonnes x 3
unioaders). This will be able to achieve an
average output rate of 70,000 TPD and a
maximum of 75,000 TPD.

Stacker: Instead of installation of 2 nos. of
reclaimers and 2 nos. of stackers as indicated in
the upfront tariff guidelines, VPT proposed to
have one stacker and one Bucket wheel
reclaimer / stacker as the Bucket wheel
reclaimer / stacker will serve the purpose the
stacker and reclaiming the carge in the east
yard dumps.

The reason for not considering 2 nos. of cranes
is due to installation of 3 nos. of ship unloading
grab gantries with unloading capacity of 4500
tonnes / hour (1500 tonnes x 3 unioaders) which
will achieve an average output rate of 70,000
TPD and a maximum of 75,000 TPD.

(b). Details breakup of cost of strengthening the
general cargo berth and dredging for
Rs.487965 lakhs and Rs.509.84 lakhs are
furnished.

“(¢). InBlusion of Rs.33.33 crores towards license

fee of the berth is the residual value of the
existing berth on the replacement cost of
Rs.64.08 (as per the asset valuation report of
M/s.Jodan & Co.), which will be charged upfront
fromjthe BOT operator.

(d). The estimates are prepared based on the
VPT schedule of rates applicable from 1 June
2008 and Rate Analysis prepared in VPT
schedule of rates of 1 June 2008 and with latest
amendment no.2 effective from 1 January 2009
and prevailing market rates/quotations for the
items where rates not applicable in the VPT. In
respect of strengthening of berth and cost of
dredging is worked out based on Rs.300/cum
done by M/s.DCI recently.

With regard to Mechanical and Electrical
equipment, the rates adopted by consultants
based on the information collected from the
neighbouring ports as per the latest work
orders.
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(e). Ensure that the unit rates adopted for
estimation of capital and operating costs
are closer to the rates prevallmg ason1
January 2009

(). The basis of appiymg 12.8% of the
capital cost towards engineering,
supervision, - contingencies, works

' contract tax may be explained alongwith

breakup of these components.

Aiso, confirm whether the works contract
tax will be applicable for all the items of
assets ie. civil work, equipment cost,
electrical work,

{g). Details of the quantum of dredging
and the unit rate of dredging adopted for
estimating the dredging cost may be
fumnished.

(). As advised by the TAMP, capital and
operating cost estimates are revised as per
prevailing rates closer to the January 2009.

{f. Applying 12.8% of the capital cost toward
engineering, supervision, contingencies and
work contract tax has been revisited and work
out to 13.296% on the following basis:

¢ 3% of the base cost for contingencies are |

5% towards project supervision charges,

¢ 1% each for detailed engineering and
surveying charges on the base cost and
contingencies as per the CPWD
guidelines / practice followed for the
previous projects.

e 4% on 70% of the project cost after
considering contingencies and supervision
charges etc. is considered as per APVAT
(Works contract tax) as per the
Government Order.

(g). The estimated dredging quantity for
-deepening in front of the berth from -16.5 m to -

20 m is 1,50,000 cum. estimated at the rate of
Rs.180/-.based on the contract rate of the on
going dredging work with necessary escalation.

3,

In accordance with the consultation process prescribed, the proposal dated 12

March 2009 as well as the feasibility report received from the VPT were circulated to the
concerned users / organisation bodies and prospective applicants as per the list provided by the
VPT seeking their comments. The comments received from the users / user organisations and
prospective applicants were forwarded to VPT as feedback information. The VPT. has furnished its
observations on the comments of the users / prospective applicants.

51. The . VPT was requested vide our letter dated 11 June 2009
to fumish additional information / clarifications on some points. arising from its proposal dated 12
March 2009. The VPT vide its communication dated 27 July 2008 has responded to our queries.

The summary of the queries raised and the response of VPT are tabulated below:

Sl.
No.

‘Our queries

Response of VPT

().

With the present infrastructure and the draft
available, ctarify whether cape size vessels can

1 call at the proposed coal terminal immediately

upon its commissioning.

(TEFR)

The Techno-Economic  Feasibility Report
envisages  strengthening  and
upgradation of berth to cater to 200,000 DWT
vessels with designed vessel size of 300 mtrs.
LOA, 50 mtrs. beam and 18 mirs. draft. Fora
300 mtrs. LOA vessel, the berth length
required will be 340 mirs. As against this, the
present berth length available is 356 mirs.,
hence it will be adequate for 200,000 DWT
vessels. Besides, the approach channel and
turning circle of the outer harbour are proposed
to be deepened to cater to 200,000 DWT
vessels which is expected to be completed by
end of 2010. As such, the proposed coal
terminal will be able to cater to cape size
vessels upon its commissioning.
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(ii)-

(a). Average GRT under different categories of
coking coal/steam coal vessels viz. capsize,
panamax, handy max handled by the VPT
during the last three years 2006-07 to 2008-09
may be indicated.

(b). The average GRT per vessel considered in
the calcutation of berth hire charge, the
average GRT of vessels differs from the GRT
considered in the project feasibility report. The
correct position may be indicated.  Also,
explain the basis of arriving average GRT of
vessel for each category of vessels,

{¢). M/s.Vadinar Oil Terminal Limited in their
comments on the subject proposal has made
certain observations on the average GRT of
vessels which may be examined and

i commented upon.

(a). Statement showing average GRT of cape |
size, panamax and handymax vessels handled
by VPT for the fast three years is furmished
below:

Coking Coal Steam Coal
2006 | 2007 | 2008 | 2006 | 2007 | 2008
07 | 08 | 09 | -07 ; 08 | -09
Han | 20669 29089] 29717 | 27810] 28313| 26894
dym ’
ax
Pana | 39042 39200] 39368| 39034 39475 37578
max
Cap - - -- - - -~
e
size

(b} and (c). The average GRT of vessels
indicated in Appendix 13.01 in the feasibility
report have been rounded off. Hence, there is
a difference. However, keeping in view the
observations made by M/s.Vadinar Qil
Terminal Limited on the average GRT and
based on the actual ratio of GRT: DWT
realized at VPT for coking coal and steam coal

vessels, the average GRT has been
reconsidered as follows:
Vessel size Average GRT | Average GRT
(DWT) of the vessel of the vessel
in earlier {Revised)
. proposal
80000 42000 44000
140000 85400 77000
175000 106750 96250

The actual average stacking factor achieved at
the port during the years 2007-08 and 2008-09
in respect of coking coal / steam coal handled
in the port as well as at Vizag Seaport Private
Limited (VSPL) may be furnished.

The average stacking factor achieved in |
respect of coking coal at Mis.Vizag Seaport
Limited as furnished is 5.57 tonnes/sqm.

| Furnish detailed analysis with calculations may

be furnished to explain how the proposed soil
improvement will enhance stacking height at
the yard.

The proposal was reviewed with reference to
the unit weight of coal. The bulk density of
coking coal is 0.833 ton / cum. It is proposed
to construct 7 mtrs. high compound wall as
dust barrier at East Yard Dumps where the
proposed stack yard is located. Considering a
stack height of 7 meters, 6 tonnes of cargo per
sq. mir. can be stacked (7 mirs. x 0.833 ton /
cum.}. Further, with the kind of soil
improvement measures envisaged, the stack
height of 7 mtrs. is considered feasible. It may
be stated thzt at Vizag Seaport Limited, the
stack height is between 9 to 10 mtrs.

(v).

The average dwell time of steam coal during
the years 2005-06 to 2007-08 is reported to be
in the range of 43 to 52 days and 22 to 25 days
in respect of coking coal. The best annual
turnover achieved by the private terminal
operator VSPL during the last three years
2005-06 to 2007-08 is reported to be at the
level of 10.37 days in respect of coking coal

' and 2.21 days in respect of steam coal. In

view of the above, explain whether the
supporting evacuation facilities have since
improved to justify the plot turnover of 30
adopted by the VPT in the upfront tariff

In the present system, railway yard is laid out
behind the berth to accommodate three half
trains of 29 wagons each. Two of these tracks
exist in between the berth and the warehouses
and one track behind the warehouse. While
the total back-up of this berth is of order of
1,20,000 sqm., available cargo stacking
excluding the area occupied by railway tracks
and area required for movement of cargo
handling equipment viz. trucks, pay-loaders
and dozers is only 50000 sgm. Cargo is
generally stacked at a height of about 5 to 6
meters and the wagon loading is being done by

[PArRT IH—SEC. 4]
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calculation as against the presonbed norm of
12 in the guidelines.

trucks, dozers and pay loaders etc. whereas

the proposed stack yard of 1,02,050 sqm.

envisages movement of 9 full trains per day to

1 cater to mechanised wagon loading system

which in tum increases the faster cargo
evacuation and thereby reducing the cargo
dwell time.

(vi).

{@). The method adopted by the VPT in
estimating the lease rent by applying some

| adnoc increase in the market value of land is

not found to be in line with the noms
prescribed in the upfront tanff guidelines and
the Govemment guidelines of March 2004 for
revising the lease rental.

(b). The lease rent approved by this Authority
in the t2riff Order of April 2008 does not.cover
for Zone I-B as the port did not seek approval
of the rate for this zone. In this context, pleass
indicate the zone which is analogous to-Zone |-
B in terms of market value of land,
infrastructure and facilities provided by the

| port, etc.

(a). The license fee has been reworked duly
congidering base lease rent as approved for
quinquennium of 2003-08 and annual
calation @ 2% per annum from 2003-04 to
2009-10 as considered by TAMP while fixing
upfront tariff for other BOT projects of VPT.

(b). Zone |A is considered analogous to Zone
1B as it is existing to adjacent to Zone IA.
Hence, rate considered for Zone 1A is
considered for Zone IB also. for estimating
lease reptals.

(vil}.

| one additional

{a). The VPT has considered three unloaders
as against the prescribed norm of two numbers
in the calculation of -optimal quay capacity.
Conseguently, discharge rate considered in the
calcylation of quay capacity is also higher than
the norm prescribed in the guidelines. The
omlmai quay capacily thus assessed by the
VPT :is 12.59 milion tonnes per annum.
However, the optimal capacity of the coal
terminal ‘s Testricted to 9 miffion tonnes as the
yard capacity is reported to be a limiting factor.

The optimal.quay capacity of the coa! terminal
strictly follewing the guidelines i.e.. depioyment
of two unloaders and -adopting the output
norms prescribed in - the guidelines will be
10.55 million tonnes per annum which ls stlll
higher than the yard capacity.

In view of the above, justify extraordinary
circumstances warranting deviation from: the
upfront tariff guidelines by inciuding the cost of
unloader
operating cost and retumn thereon in the
calculation of upfront tariff and then limiting the
capacity to match that of the yard. If the quay
capacity is to be pegged at the proposed level,
the port. should explore the possibilities .of
improving the yard capacity.

(b). The upfront tariff guidelines stipulate
deployment of 2 numbers of reclaimers and 2
numbers of stackers for coal handling terminal.
As against this, the port has considered 1

.stacker, 1 bucket wheel reclaimer, 1 bucket

wheel stacker / reclaimer.. The 3 numbers of
Mobile Hooper considered by the VPT also do
not conform to the normative
equipment prescribed in the guidelines. The

| reasons for deviation in the number.and nature

-able’ to achieve -an average
70,000 TPD (4500 tonnes ! hour x 70% x 22

and consequent.

level of }

(a). The reason for considering three unloaders
as against the prescribed norm of two numbers
is to have a competitive edge with the
neighbouring ports and to achieve to faster
turnaround of vessel for a ship 2,00,000 DWT
for which the ship length’ will be about 300
meters and in the event of break down of one

‘of the Gantries, the unloading wili not be

unduly effected and the tumaround of the
vessel will not be significantly effected. Three
unicaders of 40 tonne capacity of 4500
tonnes/hour (1500 tonres x 3 unloaders) will

output rate of
hours) = 69000 or say 70,000 per day.

(b). Regarding 2 number of reclaimers and 2
number of stackers for coal handling terminal,
it is stated that the proposal envisages 1
stacker and 1 reclaimer and one stacker

-reclaimer cum stacker which will serve the

purpose for the stacking and reclaiming the
cargo in the East yard dumps. As such the
| above the difference in-equipment indicated as
per TAMP guidelines - and VPT's proposal is

only on one equipment i.e. one reclaimer cum |
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of equipment from the normative level of
equipment prescribed in the guidelines may be
justified particularly with reference to our
observation at point (a) above and the
contribution of such equipment to the
productivity of the terminal.

stacker as against one reclaimers and one
stacker.

With regard to installation of 3 nos. of mobile
hoppers, it is stated that unloading gantries will
discharge coal from ship's hold to a ¢conveyor
installed immediately behind the berth or in
between the tracks of the gantries through
mobile hoppers. It is pertinent to state that
mobile hoppers and gantry together form a unit
and hence for proposed 3 unloaders, it is
necessary to deploy three mobile hoppers.

i,

(viii).

“Thie written down value of the GCB berth as on

31 March 2009 as per provisional Annual
Accounts 2008-09 may be indicated.

The written down value of the GCB berth as on
31 March 2009 as per provisional Annual
Accounts 2008-0% is Rs.11.56 crores. The
license fee of the berth was erroneously

considered as Rs.34.68 crores instead of
Rs.33.33 crores. The same has been
corrected in the present proposal and

necessary upfront tanff calculations have been
modified.

Ciarify whether the works contract tax will be
applicable for all the items of assets i.e. civil
work, equipment cost, electrical work.

4% on 70% of the Civil works after considering
contingencies and supervision charges etc. is
considered as per APVAT {(works contract tax)
as per the Government Crder. With regard to
Mechanical assets, 70% of the cost is
expected to attract work contract tax @ 4%.

().

The correct unit rate adopted for estimation of
dredging cost may be indicated and also
substantiated with copy of any recent bill raised
by M/s.Dredging Carporation of India for similar
kind of work undertaken in the port.

The capitai cost of Rs.509.84 lakhs towards
dredging alongside the berth is estimated
adopting the unit rate of dredging at Rs.300 per
cubic metre which is as per the dredging done
by M/s. Dredging Corporation of India (DCI)
recently. The copy of the recent bill raised by
M/s. DCI for similar kind of work undertaken is
produced.

Despite specific request, the VPT has not
furnished supporting documents/ rate analysis
etc., to validate the estimates of capital cost.
The project feasibility report also does not
contain documents validating the estimates. it
is, therefore, reiterated that copies of
supporting documents/ calculation/ rate
analysis be furnished to justify the estimation of
capital cost updated as on 1 January 2009
giving references to the main sheet to co-relate
the figures. The estimation of mechanical and
electrical equipment cost (updated by the port
as of 1 January 2009) may be substantiated
with copies of quotations/ market rates, etc.

Detailed estimate of the capital cost has been
prepared based on inputs received from
neighboring ports who have recently acquired
equipments as replacement/procurement to be
more realistic.

{xii).

Scale of Rates:

(a). The proposed note under schedule 3 may
be modified to state that the composite charge
includes wharfage and supply of labour
whenever  necessary and all other
miscellaneous  charges not  specifically
prescribed in the Scale of Rates.

(b). Exptain the basis of assuming 15% of total
cargo to aftract storage charge beyond the
proposed ‘free period. Considering the plot
turnover of 30 assumed by VPT and proposed
free period of 10 days free, the cargo attracting

storage charge would be in fact around 17%

{(a). Note under schedule 3 has been modified
as suggested.

{(b). The percentage of cargo that attract
storage charges is considered as 17%.

[PART I11—SEc. 4]
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(c). Explain the basis of arriving at the
proposed slab wise storage charge. Furnish
detailed estimation of revenue from the
proposed: storage charge indicating number of
days the cargo will stay under each of the
slabs beyond the proposed free period of 10
days.

| (d). The average GRT for 80000 DWT vessel
carrying either coal or steam. coal may not be
different as considered by the VPT in the
calculation of berth hire charges. The VPT

calculation.

{e). Though the - port -has
concessional tariff for coastal vesss! / coastal
cargo in berth hire as weli as ‘composite
handiing charge, the revenue impact ‘of
allowing such concession is not- ‘considered
while arriving at the proposed rates. It may be
| confirmed that no coastal vessel / coastal
movemeént of cargo ls envnsaged at the
proposed coal terminal.

may - make suitable --correction in ‘the said | -

proposed
_vesseis/coastal
“envisaged at the proposed coal terminal as the

(c). In the absence of specific guldehnes |t ia
considered 5-day slab for the storage charges.
The proposed: siab wise- storage charges has
been considered in line with the upfront tariff

‘appraved by the Authority for the coal terminals

at Paradip and New Mangalore Port Trusts.

(d). Based on the actual ratio.of parcel size of
vegsel and DWT realized at VPT for coking
coal.and steam coal vessels: The average
parce! size has been reconsidered as follows:

Veassl Size Average Parcel
{DWT) considered in the revised
caiculation
80,000 72000
140,000 126,000
175,000 157500

is- confimed that ne coastal
movements of cargo is

(&), it

coking coal is being imported-from coumﬂes_'

‘like China Australia, New Zesland, USA stc.

5.2

While furnishing danﬁcaﬁons o the query raised by us, the VPT has- m modified
the calculation of upfront tasiff. The main modifications done by VPT in the upfront. tariff calculation
vis-a-vis its proposal dated 12 March 2009 is summarised below:

0.

License fee is reworked considaring base iease rent as ‘approved for

quinquennium 2003-08 and escalated by 2% per annum. Therevised isase remal
considered is Re.303.83 lakhs as against Rs.388.72 takhs: considered initialty.

Consequently, the annual revenue requirsment from:cargo hardiing activity is nllo
modified. The revised annual Revenue requirement is Rs.13568:28 {skhs as
against Rs. 13750.17 lakhs estimated earlier.

(#).
(Rs.3489 Iakhtrcons&deredemﬂer)

(ili).

In the capital cost of berth, License fae for berth is. corre

ted ae R9.3332 iskhs

Average pareei size for categories of vessel is modified as follows:

Wﬂutm ' Awm‘ Aw -faresl -

) considensd:in:the: considwvadiimthe
. earlier caiculation | revised:calguliation:
“Panamax:vessel 80000 76,000 72000
Cape: Size vedsel 140,000 125,000 126,000
_Cape size-vessel 175000 180,000 1657800

Conseguent o this modification, the total GRT hours is:revised.

(V).

Therwisedup&umw ;iruposad by VPT is:as folows:

(a). Berth tiiee:
' M!E?Enmfrmmm
mRel finfe):
- 036

4642 G103—6
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6.

7.1

its reply vide letter dated 19 September 2009

(b).  Coal handling charges:

(Rate in Rs. per tonne)

Nomenclature Foreign Coastal
Coking Coal 147.70 88.60
Steam Coal 147.70 88.60
(c). Storage charges:

(i). Free period: 10 days

(ii). Storage charge for balance cargo remaining beyond the free
period:
Sl. Particulars Rate in Rs. per tonne per day
No. or part thereof
(i). | For 1% 5 days 9.00
{i). | 6" to 10" day 18.00
iii). 117 day onwards 36.00

Revised proposal dated 27 July 2009 filed by the VPT was circulated to the
users/user associations and prospective bidders seeking their comments, if any. We have not
received any comments from users / user associations / prospective applicants with reference to
the revised proposal of the VPT.

The VPT was requested to furnish further clarification on certain points with
reference to the revised proposal vide cur letter dated 10 September 2009. The VPT has furnished

Summary of queries raised and additional

information/clarifications furnished by the VPT are tabulated below:

Si.
No.

Our queries

Response of VPT

(i,

For computation of yard capacity, the area
considered by the port in its propesal of 12
March 2009 was 81250 sq. mtrs. which is
revised to 102050 sq. mirs in the revised
proposal. The stock pile area to be made
available by the port to the prospective
operator is 122000 sq. mtrs. as pel appendia
12.01 of the feasibilty report. Explain the
reasons for scaling down the area to 102050
sq. mtrs. for estimating the optimal yard
capacity.

The guidelines provide a separate norm of
70% of the total stackyard area that can he
used for stacking.

In the project repor’t of September 2008 an
area of 122,000 m’ excludlng the area for
conveyor corridor (6,600 m’) and area for
office and operational buildings (1,000 sq.m.)
has been identified at stockpile area, of which
81,250 m’ was considered for yard capacity
with 2 ctockpiles of 650 X 50m each duly

providing 650 X 25 m for equipment track.

Further, the reason for considering only 81,250
m? out of 1,22,000 m° is to make a provision
for 9m. service road, drainage, peripheral
roads and other service areas. The drawmg
showing the total area of 122 ,000 m” and
stockpiles of 81,250 m’  considered in
September 2008 report is herewith enclosed.

in the revised proposal, the area of 1,02,050
m* has been considered excluding conveyor
corridor and office & operational buildings as
there is a provision in TAMP formula to provide
space for peripheral roads etc., by 30%.
Accordingly, the inconsistency observed in the
12" March 2009 proposal has been taken care
in the revised proposal of July 2008.

().

(a). The feasibility project report furnished by
the port considers stacking factor of 7.5
tonnes/sq. mtrs. Stack height achieved by
Vizag Seaport Private Limited operating in the
VPT is reported to be in the range of 9 to 10
mtrs. tn view of the above, and also when the
port admits that with the soil improvement

In the Feasibility Report of September 2008, a
stacking factor of 7.5 tonnes per sq.m was
reckoned by the consultants. Based on the
density of the cargo and the peripheral wall
proposed for the stockpile area, which is of 7
m_ height, a stack height of 7m. has been
considered for coking coal (7 X 0,833 = 5.831 |
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envisaged in the proposal, it is likely to achieve
stack factor upto 10 tonnes / sq. mtr. which
incidentally is the level achieved by the
operator in its port, the reasons for reducing

the stack factor of 7.5 tonnes / sq. mtrs.

considered in its earlier proposal to 6 tonnes /
sq. mtrs in the revised proposal dated 27 July
2009 may be explained.

or say 6.0 tonnes per sq.m.). With regard to
steam coal, the nature of cargo being light in
weight and dusty cargo without inherent
moisture, the staking height of & mtrs (As
ascertained from one -of the steam coal

importer) 4 tonnes of per sq.m (5 X 0.833 =

4.165 or say 4.0 tonnes per sq.m.) has been
considered in the revised proposed (attached
at Annexure-1i).

(b). If the quay capacity is to be pegged at the
proposed level of 12.59 miliion tonnes per
annum by deploying additional unloader and
Mobile Hopper, it may be necessary to explore

| the possibilities of improving the yard capacity.

The reason for proposing an additional
unioaders and mobile hopper was to ensure
that higher rates are achieved which only will
make the port competitive. Regarding yard
capacity, the stacking factor considered for
turmover ratio are practicable and any increase
in yard capacity may not address the ;
unforeseen situation like inadequate supply of
rakes; bunched arrival of vessels efc.

{c). Whilst the port has reduced the stack factor.

from 7.5 tonnes / sq. mtrs. to 6 tonnes / sq.
mirs., it has not revised the capital cost with
reference to yard development. The original
estimates were reportedly drawn up to imprave
the soil bearing capacity to stack 10 tonnes /
sq. mtr. '

-vessels,

The stacking factor of 7.5 or 6 T. is only an
average. However, the soil should be
developed to have a load baring capacity of at
least 50% an excess of average. In order to
meet the eventualities like bunched arrival of
inadequate = supply of rakes,
breakdown of wagon loader equipment etc.,
Hence, there is no need to revise the capital
cost estimate.

(d). The stack height of coking coal and steam
coal based on the density of the respective
cargo items. ‘

Stack of 7 mts is considered for coking coal
based on density and the height of peripheral-
wall of 7 mtrs. for coking coal and in respect of
steam coal, being the nature of the cargo is
light in weight and dusty cargo with inherent
moisture, the stack height is fimited to 5 mtrs.

iii).

From the computation of license fee, it appears
that total area of 109650 sq. mirs. of land is
considered. Whereas, the Project Techno
Feasibility Report in Appendix 12.01 states that
total 1,29,600 sq. mtrs. of land is to be allotted
by the port compriging 1,22,000 sq. mtrs. for
stock pile, 6600 sq. mirs. for conveyor and
1000 for office and operational buiidings.
Storage area itself is taken at 102050 sq. mtrs.
by the port for assessing yard capacity. The
correct position may be indicated and the
proposal may be modified to refiect the correct

position. The license fee may be estimated

correctly. -

As per the revised TEFR (August 2009) sent to
TAMP vide VPT's letter dt. 19.08.2009, the
total area to be allotted is 1,09,650 sq. m.
(Appendix 12.01, Pg. 78} comprising of
1,02,050 sq.m. for stockpile area, loader tracks
and railway tracks, 6,600 sq.m. for conveyor
corridor and 1,000 sq. m. for office &
operational buildings. Hence, the license fee
has been worked out on the total area of
1,09,650 sq.m.

Description Area as pef | Area as per
TEFR {Sept. | revisad TEFR
2008) (Aug. 2000)
{in sq.m.) (in sq.m.}

Stock pile area, - 122,000 .102.,050

loader, railway

tracks etc. .

Conveyor 6600 6500

commidor

Office & 1000 1000

operational

Total 128,600 109,650

i is confitmed that the siockpie srea is

102,050 m’ as considered in the revised
TEFR. ’

{iv).

(a). The handling rate for panamax vessels
bringing steam coal. is assumed at 27000
tonnes / day as against handling rate of 42000
tonnes / day assumed for same size vessel

The reasons for reckoning'different handiing
rates for coking coal and steam coal are
furnished below: : '
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carrying coking coal cargo. Explain the basis
of differential handling rate assumed in the
upfront tariff calculation.

(i). Compared to coking coal, steam coal is
light weight cargo due to which grab pickup will
be relatively low which results in low
productivity with the same kind of equipment.

{ii). Coking coal is hard coal whereas steam
coal is dusty cargo without inherent moisture
which requires frequent sprinkling of water
white discharging as well as transporting to
stack yards and loading into wagons thus
affecting handling rate. )

(iif). The emission of dust while unioading steam
coal is relatively high compared to coking coal
due to which there will be restriction on the
discharge rate to contain pollution.

{iv). As the cargo is light in weight and not solid
when compared to coking coal, the productivity
rate is jow.

—— -
© (b). If handling rate of steam coal is different

from coking coal, please explain why a
differential composite handling rate is not
proposed taking into consideration the different
level of productivity of the two cargo items.
Wharfage rate at present is same for both the
commodities handled at VPT is not an
adeguate justification.

It is felt not prudent to link the rate with
productivity as even for the same cargo, say
coking coal, productivity will not be uniform as
it depends upon difference grades of coking
coal. also age of the vessels etc. As such only
one rate is considered towards handling
charges.

(v)

{vi).

{vi).

Despite specific request, the VPT has not
furnished supporting documents/ rate analysis
etc.. to validate the estimates of capital cost.
The project feasibility report also does not
contain documents validating the estimates. It
is, therefore, reiterated that copies of
supporting documents / calculation / rate
analysis be furnished to justify the estimation of
capital cost updated as on 1 January 2009
giving references to the main sheet to co-relate
the figures. The estimation of mechanical and

i electrical equipment cost (updated by the port

i

as of 1 January 2009) may be substantiated
with copies of quotations/ market rates, etc.
Rates stated to have been adopted from other
ports may also be established with necessary

¢ documents.

Copies of the rate analysis considered during
September 2008 and 1% January 2009 in
respect of civil works are enclosed.

With regards to mech and elec. Equipment, the
manufactures normally do not give budgetary
offers to non-buyers. The cost is based on the
recent purchases of similar equipment by other
major ports and it is confirmed that the rate
adopted for estimates is based on prevailing
market rates.

. For arriving at the proposed storage charge of
| Rs.9.00 per tonne per day for the first slab, the
+ VPT has divided the revenue requirement by
i the cargo likely to attract storage charge (i.e.

17%). Revenue is aiso dependent upon the

i number of days the cargo is likely to remain

uncieared. The time factor is not considered
by VPT. The clarification by the VPT that the
rate proposed is based on the upfront tariff
fixed in other cases is not adeguate.

The storage charges have been modified in the
revised proposal taking in consideration of 17%
of the capacity will remain for 5 days beyond
free period of 10 days attract storage charges.
Accordingly storage charges worked at Rs.1.85
per tonne per day for first five days.

. The port may confim whether the instant

proposal filed by the port for fixation of upfront
tariff of coking coal and steam coal berth is
having a standard feature of coal berth and will
apply to any other coal berth likely to be
developed by VPT on PPP basis in the next
five years.

Yes. The proposal is having a standard
feature of existing coal berth proposed to be
upgraded and mechanized.

[PART 1118k, 4)
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(viii).

The VPT has, while offering its response to the
comments of M/s.Jayaswal Neco. industries
Limited, has indicated about .avacuation . of
cargo by both rail and road. From the project
feasibility report, however, it appears that
evacuation of entire coking coal and steam
coal will be by rail.. Please confirm there will-be.
no. ev of cargo by. road.
envisages road movement of cargo, a rebate in
the consolidated handling rate may be
proposed which may be derived based on the
relevant cost of investment and operations for
cargo not availing the facility of mechanised
wagon loading system and marshalling yard. It
may be desikable to have such tariff
arrangement for road movement of cargo

Yes. It fry confirmed. that evacuation .|s only by
rail. The same has been confirmed to the short

If the port | .

‘which may happen in future.

listed bidders in the pre bid meeting.

72

The VPT again revised the upfront tariff caiculation while responding to the
queries ‘raised by us. The main modification made by the VPT .in the revised upfront tariff
calculatlon are gwen below:

().

{ii).

().

The Optimai Yard Capacity has been assessed oonsldenng stacklng height of &

‘tonnesisq:mirs for coking coal and 4 tonnes/sq.mtrs for steam coal as against

uniform stacking height of 6 tonnes/sq.mtrs congidered in’ its earlier proposal.
Consequently: Optimal Yard Capacity is re-calculated at 8.38 Million Tonnes Per

Annum. (MTPA) which is rounded off to 8.50 MTPA as against 9 million tonnes per

anmum considered by the VPT in it earlier proposal.

In view of the medifications in the Optimal Capacity: of the terminal, the estimation
of power cost and consequently the Annual Revenue Requirement is also revised.
The revised -Annual Revenue Requirement for Cargo Handling Activity is
Rs.13521.88 lakhs and for Berth Handling charges is Rs.1861.20 lakhs.

The -revised upfront tariff proposal by the VPT vis-a-vis of the upfront tariff
proposal vide its eartier revision-proposalrt‘!ated 27 July 2009 is tabulated below:

(a).  Berth Hire Charges: |
_ (m per GRT per-hour or parl ﬁm'cof)
Revised

~_ Earller proposal dated 27 July 2008
Foreign-gaing vesss! | Coastal vessel | Forsign-golng vessal cml vessel
{in Re.) {in:Re.} ) {in Re.} . {In Re.)
0.85 0.36 0.73 .44

~(b).  Coal Handling Charges:

_(Rate in Rs. por tonne)

Commodity | Earfier proposal dated: ﬂauuﬁ ~ Revised

) : Forelgn-golng Coastal vessel | Forelign-going Coum vessel
vessel venssl :

Coking Coal 147.70 88.60 155.90 93.55

(c). Storage-Charges:
(i). Free perlod 10 days

'(ii). Storage charge for balance cargo rer‘nammg beyond - the free

penod
) - {Rate in Rs. porwmpordayorpartﬂnnof)
8l Particulars Earlier propoul ravised proposal
. No. ’ '
(). | For 1" 5 days 5.00 1.85
(i). | 6" to 10" day /18.00 3.70
(iii). | 117 day onwards 36.00 7.40
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81 A joint hearing in this case was held on 22 October 2009 at the Visakhapatnam
Port Trust premises. The VPT made a presentation of its proposal. At the joint hearing, VPT and
the concerned user / organisations and prospective bidders have made their submissions.

82 At the joint hearing, the VPT was advised to take action on the following points:

(i A detailed explanatory note on the mismatch of quay and yard capacities bearing
in mind the developments to take piace in mid / long term in the light of the
infrastructure improvement plans reportedly drawn up by the port.

(i) The infrastructure improvement plans may be circulated to all users and
prospective bidders of this case within the next 2 to 3 days time as agreed by the
port.

8.3. Users and bidders were allowed one more opportunity to furnish their additional
comments, if any, on the subject proposal to VPT and the port was advised to furnish its comment
thereon within a week.

9.1. With reference to the points decided at the joint hearing, the VPT has furnished its
reply vide letters dated 13 November 2009 and 14 November 2009 which is summarised below:

{i). (a). The mis-match between quay and yard capacity has been examined. The
port has decided to increase the yard capacity by increasing the stacking
yard area from 1.02'lakh sq. mirs. to 1.22 lakh sq. mtrs. For this purpose,
the port has decided to allot § acres of additional land to increase the yard
capacity. With this increase, the optimal yard capacity is assessed at 10
Million Tonnes Per Annum (MTPA) which has been considered as the
terminal capacity being lower of quay capacity assessed at 12.59 MTPA.
Hence the mismatch in the yard and quay capacity is minimized to the
extent possible.

(b). Further, in view of the concern expressed by the users in the joint hearing,
the width of the berth is also proposed to be increased from 18.0 mtrs. to
21.0 mtrs. - With this, the total capital cost has increased from Rs.438.36
crores to Rs.461.57 crores. This cost is accepted in the Public Private
Participation Appraisal Committee (PPPAC) meeting held on 11
November 2009. The proposal has been suitably modified based on the
re-assessed yard capacity and the revised capital cost and revised upfront
tariff calculation is furnished.

(). The port has furnished details of infrastructure improvement plans which is
summarised below:

(a). Deepening and widening of Inner Harbour entrance channel and turning
cirtle to 11m. draft vessels was completed and deepening and widening
of Inner Harbour entrance channel and turning circle to 12.5m. draft
vessels has been taken up and is expected to be completed by October
2010.

(b}. Port connectivity road of 12.5 kms. connecting National Highway as joint
venture with NHAI is operational which will enable free flow of movement
of cargo.

{c). Development of Road infrastructure and fly over bridgers at an estimated
-cost of Rs.215 cores is in progress. Other Road improvement proEosa!s
include development of road infrastructure and flyover bridges in 11" plan,
strengthening of existing two lane roads including rehabilitation of bridges,
development of internal roads to connect the Port connectivity road.

(d). Expression of Interest initiated for development of Truck terminal to have
parking facilities for 1000 nos. trucks (approx) and 20 nos. trailers and
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(ii).

(iv).

92

associated facilities with efficient communication system between place of

loading/ unloading and parking area.

(e). The port owns, operates and/matntams 200 kms. of frack length. There
' are 12 sidings and 17 open i terminals in the port railway system. There
are plans to develop 18 more sidings by 2007-12. The following are the

rail connectivity proposals

> Modemization of railway siding facilities at an estimated cost of
Rs.25 crores is under progress.

» Revamoing of East yard raiway Iioes has been taken up and is
progressirig at a faster pace for facilitating loading of 8 full rakes
as against 9 half rakes.

»  Construction of 7 mtrs. height compound wall at East Yard is in
progress.

» " Development of interchange yard at Vadlapudi and reception and
dispatch yard at Mindi and associated facilities at an estimated
cost of Rs.81 crores.

. Other logistics.
> Procurement of launches and barges is under progress.
» 3 nos. Locos of 3100 HP locos have been procured.

> Tenders invited for Hiring of Hsgh power Tugs which is in
advanced stage of action.

» Work order issued for procurement of 2 nos. High power Tugs
and is under-progress.

The VPT has vide letter 'dated 13 Novémber 2009 confirmed that the revised
upfront tariff proposal and the infrastructure improvement plans have been
forwarded to the concerned users / user associations / prospective bidders.

After the Joint hearing, comments were received from M/siL" & FS and
M/s.Gammon Infrastructure Projects Ltd. The clarifications on the issues raised
by them have been reportedly furished by the port.

Wwith reference to the decision taken at the joint hearing, M/s.IL & FS Maritime

Infrastructure Co. Ltd. have furnished their comments to TAMP with a copy to VPT. M/s.Mundra
Port & Special Economic Zone Limited have also funished their comments. The VPT has stated
that it has also received comments from M/s.Gammon Infrastructure Projects Ltd. The VPT has
given its remarks on the comments made by the bidders.

8.3.

- The main modifications in the revised upfront tariff proposal filed by VPT vide

letter dated 13 November 2009 are given below:

0}

(ii).

(iif).

The optimal capacity of the terminal is revised to 10 Million Tonnes Per Annum
(MTPA) as against 8.5 MTPA considered in the earlier revised proposal.

Capital cost of strengthening the berth updated and revised from Rs.4879.85
lakhs in the eatlier proposal dated 14 September 2009 to Rs.5454.06 lakhs. The
revised total capital cost is Rs.461.57 crores as against Rs.438.36 crores
estimated earlier.

(a). Miscellaneous capital cost (under cargc handling service) is estimated at
8% on civil and equipment cost instead of the prescribed norm of 5%
which were considered by the VPT in its earlier revised proposal.
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(iv).

{v).

(vii).

10.

(b).

In the revised proposal, 8% of capital cost of berth including dredging (i.e.
8% x Rs.9296.06 lakhs = Rs.743.68 lakhs) is estimated as Miscellaneous
capital cost to meet Interest During Construction, Working Capital Margin,

etc.

Consequent to ihe above modifications, the capital cost of berth hire service,
cargo handling service and the total capital cost are modified.

The estimation of operating cost are also modified with reference to the revised

capital cost estimation.

Estimates of License fee is also modified taking into

consideration the additional land proposed to he allotted by the port.

The revised Annual Revenue Requirement is given below:

- {Rs. in lakhs)
Sl. Particulars For cargo handling| For berth hire
No. activity
(iy. | Capital cost

(a). Civil 7259.40 §296.06

(b). Mechanical and electrical 26182.60 -
equipment

(c). Miscellaneous 2675.37 743.68

Total Capital Cost 36117.44 - 10039.74

{ii). i ROCE @ 16% 577879 ~ 1606.36

(iil). { Operating cost 8131.82 503.85

{iv). | Total revenue requirement 13910.61 2110.21

The upfront tariff proposed by the VPT to meet the estimated revenue requirement
is as follows:

(a). Berth hire charges:

RATE PER GRT PER HOUR PART THEREOQOF
Foreign-going vessel
[in Re.]
0.71

(b). Handling charges:

{Rate in Rs. per tonne)

Nomenclature Foreign
Handling charge for coking coal and steam coal 136.35
{c). Storage charges:
(). Free period: 10 days
(ii}. Storage charge for balance cargo remaining beyond the free
period:
Sl Particulars Rate in Rs. per tonne per day
No. or part thereof
(). | For 1" 5 days 165
(i). [ 6" to 10" day 3.30
(iii). | 11" day onwards o 6.60

(d). Miscellaneous charge proposed at Rs.1.40 per tonne for sweeping, dust
suppression and environment, etc.

The proceedings refating to consultation in this case are available on records at

the office of this Authority. An excerpt of the comments received from the concerned parties will
be sent separately to the relevant parties. These details will also be made available at our website
http:/Nariffauthority . gov.in
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1.

case, the following position emerges:

4642 GH09—7

(i).

(i),

(i)

(iV)A' .

With reference to totality of the information collected during the processing of this

i

The proposal is to fix upfront tariff cap for handling coking coal and steam coal at
Visakhapatnam Port Trust (VPT) to be developed on Pubiic Private Participation
(PPP) basis. The proposal is based on the guidelines for upfront tariff fixation
issued by the Ministry of Shipping, Road Transport and Highways (MSRTH) in
February 2008. ' '

As per Clause 2.2. of the guidelines for upfront tariff setting for PPP Projects at the

major ports of February 2008, the tariff caps to be prescribed would be applicable
to all the projects to be bid out for coking and steam handling at the
Visakhapatnam Port Trust during the next five years. It is noteworthy that the
VPT is well aware of this position. '

It can be seen from the narration of factual position recorded in the earlier part of

~ this Order that the VPT has modified its proposal four times since its original

proposal filed in December 2008. The capital cost estimated in the original
proposal of December 2008 was Rs.413.92 cores, which was revised and updated
for stated reasons. Even after the joint hearing-held on the subject proposal, the
VPT has revised its proposal vide letter dated 13 November 2008 wherein. the
capital cost is revised to Rs.461.57 cores. The VPT has confirmed that the
revised proposal has been girculated to the concerned users / bidders.

Some of the prospective bidders have expressed a concern that the width of the

‘berth proposed at 18 metres may not be sufficient from the operational point of

view. This Authority had been repeatecly advising the VPT to reduce the
mismatch between the yard capacity and the quay capacity. It was only in the
revised proposal dated 13 November 2009 the VPT has addressed the concern
expressed by bidders. The VPT has attempted to increase the yard capacity to 10
Million Tonnes Per Annum (as against 8.50 MTPA proposed in the earlier revised

proposals)- by considering allotment of additional area which reduce the gap

between the quay and yard capacities to some extent. The tast revised proposal
filed by the VPT dated 13 November 2009 along with the information / clarification
furnished during the processing of the case is considered in this analysis.

‘The VPT has in general complied with the guidelines issued for upfront tariff

sefting vide Notification No.TAMP/52/2007-Misc. dated 26 February 2008,
Deviations proposed in some of the norms / parameters are, inter alia, discussed
in the subsequent paragraphs. .

Optimal Terminal Capacity:

{a). Obtimal' Quay Capacity:

(). - Optimal quay capacity of the-coal handling terminal is assessed at
12.58 Million Tonnes Per Annum (MTPA}. The share of coking
coal / steam coal assumed in the upfront tariff calculation is
reportedly based on the traffic projections arrived in consultation
with some of the industries in the region and new power / steel

' plants expected to come in that region. The port has confirmed
that with the upgradation of the berth and deepening of the
approach channel and turning circle of the outer harbour, will
enable the operator to cater to capesize vessels upto 200,000
DWT upon commissioning of the mechanised coal handiing
terminal.

{ii). The unloading norms prescribed in the upfront tariff guidelines for
coal terminal are 50.000 tonnes per day for capesize vessels and

35,000 tonnes per day for panamax vessels. TheAVPT has

- considered the handling rate for capesize vessels carrying coking

coal at 70,000 tonnes per day which is higher than the norms
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prescribed in the guidelines. For panamax vessels, ciffbvemt:
handling rates are presumed viz. 42,000 tonnes per dayy for
coking coal and 27000 tonnes per day for vessels bringing: stemny
coal.

The VPT in order to have a competitive edge in the neighbauring:
ports and to achieve faster turnaround of vessel has proposed
deployment of three unloaders as against the prescribed. normy-af’
two numbers. This is complimented with 3 mobile hoppers:
instead of the prescribed norm of 2 cranes. Consequently, the:
handling rate for capesize vessel and panamax vessel beingeg:
coal has been considered higher than the norms prescribed:im:tive:
guidelines. It has been reported that Public Private Particigation:
Appraisal Committee has already considered the capital esthmalss
for this project and approved it with the proposed set of plant avd:
equipment. Though deployment of an additional ship unicader is:
proposed, the handling norms prescribed in the guidelines-ane:not
found to be increased proportionately. Some of the prosgmtive:
hidders have, however, pointed out that the output rate: of 70.00%
TPD considered by the VPT is on'the higher side.

The port has furnished calculation to show that three unicaders
with 40 tonnes capacity and with installed unloading capasity. of
1500 tonnes / lcader can achieve average output of 70,008 TPE:
For panamax vessels, the handling rate is assumed at 42000 TWE
as against the handling norm of 35000 tonnes prescrilmed: i the
guidelines for this category of vessel. The assessment of avenage:
output of coking coal for capesize vesset and pananmax veEsses
furnished by VPT is relied upon in this analysis.

The upfront tariff guidelines for coal handling terminat prescibes
the handling norms for different size of vessels such as copesize/
panamax vessels/ handy max. The guideiines do not prescite:
separate productivity norms for different types of coal Yo iay
different categories of vessel,

Despite specific request, the port has not furnished detailed
calculation for assuming the handling rate of panarmam: vesssis
bringing steam coal vessels at 27000 tonnes per day o5 aganet

42000 tonnes per day adopted for panamax vesseis: gy

coking coal. The VPT has in general terms explained ot the:
steam coal being lighter in weight in comparison to coling coal,
the pickup is relatively lower reducing its productivity. Fuithes, the:
steam coal being dusty by nature requires frequent wealen
sprinkling service which also affects the handling rate.

There has been no pointed objection from any usew user
associations/ prospective applicants/ bidders with reference oy thee
handiing rate assumed by the VPT for steam coal handlied oy
panamax vessels. In the absence of any thing comntradictary
available on record and also considering the limitation otfweswise:
imposed by the yard capacity, this Authority relies apow the
submissions made by the VPT,

(b). Qptimal Yard Capacity:

M.

The upfront tariff guidelines stipulates that the yard capacity is %0
be assessed for the area of the yard made available try tve:pust
for development. In its earlier propesats of December 2008 ok

March 2009, the port proposed to develop 81250 SRS TIPS

of area for stackyard which was revised to 102050 sq: ivs: i ils
proposal of July 2008. Though an additional unioader s proposed
to achieve higher productivity level, the capacity of e termingt

[P N Sue. AF
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I Plat furniovern

Tre narm for piot turnover for a coal terminz!l prescribed in the
gui-elires is 12, Annual turnover ratio considered by VPT is 30.
Mis Vadinar Oif Terminal Limited has objected the turnover ratio
azsumed by the VPT and have requested to recognise turnover
ratio 58 par the norms prescribed in the guidelines citing that no
study has been done by the port about cargo evacuation through
rail and road, availabiity of rakes, etc.

Another prospective bidder, Gammon Inirastructure Project
Limited has requestad 1o consider turnover ratio as 24 c¢iting
different grades of coal will have different dwell time period
ranging between 15 o 35 days. The port has stated that the
ave rnqo dwell time for coking coal ascertained by the Consultant
appointed by the port from one of the main importers of coking
coal 15 stated to be 7 days. The average dwell time at Vizag
Seeport Private Limiled is reported at 10.7 days for coking coal.
Hence, the port finds the average dwell time assumed at 10 days
is reasonable  Basad on the average dweli time, the turnover
ratio of stockpile is cnnsidered at 30 while assessing the yard
capacity.  To our guery to explain the supperting evacuation
ims to justify the olot turnover of 30 adopted by the VPT, the
port has clarified that the improvement in rail connectivity

m ncreass ra1! 31de service and thar e%\y increasing the
~uation of carge and reduce the dwell time As mentioned
ier it is also necessary to improve yard capacity and in a
iy mismatch scenario, the yard has to be optimally utilised
iy wuraging long term storage of cargo  Based on the
clarification furnished hv tha VPT. the turnover ratio considered by
the VPT i3 adoptad in the calculation of yard capacity.
Incidentally in the upfront tariff fixation of coal terminal at Paradip
Paort Trust (PPTY the turmaover ratio at 30 was considered.

Trhe optimal yard capacity of the mechanised terminal for handling
mkn.n coal and steam coal adopting the stacking factor and the
t ratio as exained above and applying the formula

(v},

o 1 the guidelines 1s assessed at 10 18 Million Tonnes
Per Annum (MTPAY i turnover ratio and cargo stacking factor
are considered strictly as per norms, the yard capacity would be
2.45 Million Tonnas Per Annum as against 10.18 MTPA arrived at
based on modified parameters.

Optimat Termina! Capacty

Thz eptimal capacity of mechanised terminal for handling coking coal and
steam coa! is considared a1 11177986 tennes per annum (around 10.18
MTPAY heirg lowsr of the wo capacities ie. quay and yard in the
caloulaton of vplrmat tanff without any rounding off.  Steam coal will use
tha capacitv to e axtent of 1.22 MTPA and the balance 8.96 MTPA is for
coking noal

Mis Vadinar Terminal Limited have argued that 70% capacity
utilisztion nan o achieved in the first year itself. 1t will take some time
for the coer ramp up the capacity and stabilize and has, therefore,
requested fo consider the capacity utilisation at lower ievels in the initial
yaar say a2t 30% and incrense it gradually each year while fixing the
upfront tarff. it has to be recagrised that upfront tariff is to be fixed based
on the optimal capacity irrespentive of any traffic likely to be handled by
the operator  As required by the guidelines, the upfront tariff fixation
exercise will recognise only the optimal capacity of the terminal
determined based an the givan formula irrespective of the traffic handled.
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It is for the concerned bidders to assess volume build up while formulating
their financial bid. '

Capital Cost:

The revised capital cost for the coal terminal estimated by the VPT is Rs.461.57

crores: of which Rs.100.40 crores is allocable to berthing activity and Rs.361.17
crores for cargo handling services as explained hereunder:

(a).  Berthing activity:

(.

(ii).

(i)

As per the upfront tariff guidelines, the capital cost for berth hire
services include cost of construction of berth and cost of dredging,
if any, carried out alongside the berth. The guidelines require to
consider the cost as per the estimated by the Port Trust.

. The length of the mechanised coal berth is envisaged to be 356

metres and the width of the berth at 21 metres. The cost of berth
is estimated at Rs.8786.22 lakhs. This includes estimated cost of
Rs.5454.06 lakhs towards strengthening the General Cargo Berth
pius Rs.3332.16 lakhs payable by the operator to the VPT as
license fee towards the cost of constructed berth developed and
made available by the VPT.

- Though the port has referred this payment as license fee, it has to

be recognized that it is the part of the constructed berth made
available to the operator which otherwise the operator would have
incurred for construction. In the instant case since the berth hire

‘would be collected by the operator, it is logical to consider cost of

constructing the required berth, :

The VPT has estimated Rs.509.84 lakhs towards dredging
alongside the berth adopting the unit rate of Rs.300/cum based on
the work recently done by M/s.Dredging Corporation of India. The
estimation of the dredging cost is relied upon based on
documentary evidence furnished by the port.

-. The port has also estimated Miscellaneous Cost at Rs.743.68

lakhs towards interest during construction period, working capital
margin, etc. applying 8% on the capital cost estimated for berth
and dredging. The estimation of Miscellaneous Cost under berth
hire service is not found to bé in line with the capital cost norms
prescribed in clause 4.4. of Annex-Hl of the upfront tariff
guidelines.” The: port has not explained any ‘reason with
justification for the deviation made from the norms prescribed in
the guidelines in this regard: That being so, the estimation of
miscellaneous capital cost by the VPT under berth hire service
which is not in line with the guidelines is excluded.

(b). Cargo handling activity:

.

Gy

Civil construction cost:

The upfront tariff guidelines broadly'indicate the civil works

- involved for coal terminal and require the port to estimate civil

cost. The items of civil works generally adhere to normative list of
items stipulated in the guidelines for the unloading terminal.

Equipment cost:
As per the guidelines; the equipment cost is to be estimated for

the list of equipment prescribed therein. The deviations made by
the VPT from the normative level of equipment prescribed in the
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(iii).

guidelines and justification furnished by the port for such
deviations are discussed hereunder:

(a). The VPT has considered 3 number of ship unioaders .as
against norm pfescribed at 2 nos. As stated earlier, the
port has justified that the additional ship unioaders is
proposed in order to have a competitive edge with ‘the
neighbouring ports and to achieve to faster turnaround of
vessel. Consequently, as brought out in preceding
paragraphs, the port has considered the average output
rate higher than the norms prescribed in the guidelines.

(b). The normative list of equipment prescribes 2 cranes, 2
nos. of reclaimers and 2 stacker amongst other
equipment.

The VPT has explained mobile hoppers and gantry
together form a unit and hence to compliment 3
unloaders, three mobile hoppers are considered instead
of prescribed norm of 2 cranes.

Regarding stacker and reclaimers, the port has clarified
that 1 stacker and 1 reclaimer and one stacker reclaimer
cum stacker will serve the purpose for the stacking and
reclaiming the cargo. As such the difference in
equipment with reference to the norms stipulated is only”
on one equipment i.e. one reclaimer cum stacker. The
port proposes deployment of one reclaimer-cum-stacker
instead of one reclaimer and one stacker separately.

It is noteworthy that clause 3.2. of the guidelines for
upfront tariff setting give flexibility to this Authority ‘o
make necessary adjustment in the nqrms based on
justification furnished by the port and in view of port
"specific conditions having impact on the norms prescribed
in the guidelines. In view of clarification furnished by the
VPT and also recognising that none of the users / bidders
have raised any objection on the complement of
equipment proposed by VPT, this Authority accepts the
estimates of these items.

The civil and equipment cost estimates prepared by the port are
with provision for contingencies to take care of any requirement
which is not envisaged in the estimates, works contract tax and
soil investigation, engineering / supervision charge. Despite
specific request, the VPT has not furished supporting
documents/ rate analysis etc., to validate the estimates of capital
cost with reference to cost of berth, the unit rate adopted for civil
work and equipment cost except for a copy of the recent bill for
dredging work undertaken by the Dredging Corporation of India.

The Port has clarified that the estimates are prepared based on
the VPT schedule of rates applicable from 1 June 2008 and Rate
Analysis prepared in VPT schedule of rates and considering the
amendments in the rates effective from 1 January 2009. For.the
items where rates not applicable in the VPT, rates prevailing:in
the market rates/ quotations are considered. With regards'to
mechanical and electrical equipment cost, the port has expiainad
that the manufactures normally do not give budgetary offers-to
non-buyers. The cost is based on the recent purchases of similar
equipment by other major ports and it is confirmed that the rete
adopted for estimates ts based on prevailing market rates.

[ParTil-—Bac. 8]
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% Ganwnon infrastructure Projeets Lid. has requested to consider power
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cotiaien formished by the: port subject to modification in the
celimation of miscellaneous capital cost as explained: in the

subsequent analysis. It is notable that none of the users or
bidders have any objection on the civil and equipment cost

estimated by the VPT.

With: refevence to miscellanecus capital cost, the guidelines
presesibe a norm of estimating this item 5% on civi and
equipmant-cost: M¥e.Vadinar Oil Terminal Limited has suggested
that the nomn for estimating miscellaneous cost should be
increaseid-to alleast 30% of the civil and equipment cost.

_ The VPT has in the revised proposal estimated miscellaneous

capital cost at 8% on the civil and equipment cost. The port has
stated thait the total revised capital cost of Rs.461.57 crores which
includes miscellaneeus capital cost under the berth hire and
miscellaneous- capital cost under cargo handling service both
estimated at 8% afthe relevant civil and equipment cost has been
acceptad by the Public Private Partacupatlon Appraisal Committee

(PPRALC).
The estimation of miscellaneous capital cost is not found to be in

" live with the nerms prescribed in the guidelines. The reasons for

considering the deviations are also not brought on record with
necessaiy analysis to justify the modified norm considered by
VPT. Itis relevant to state here that the Miscellanecus Capital
Cost in the upfront tariff selting of coal terminals at other Major
Port Trusts has bean estimalted following the norms prescribed in
the quidelines. Thete is, therefore, no exiraordinary
circumatances brought out by the port warranting dewiation from
the norms prescribed in the guidelines only in its case. That being
so, the eulimation of Miscelaneous Cost is modified and
considered as per the norme prescribed in the guidelines.

Subject i the shove madifications, the capital cost for berth hire
service at Rs.SI9MO06 lalhs and cargn handling service at
Rs 35114.17 haitve summing:to-Rs.44410.23 lakhs is considered.

s Vadinar Ol Temwingt Limited have suggested to take into
account atteast 25% escalaion on account of inflation and price
escalation as i projiict would be implemented over a period of
2-3 ymars. it may be relevart to mention that the capital cost
estimalions are base! on the rate prevailing as of January 20609
As per upkont it guidelinres, annual indexation of the base
w-mmis-mem of the WPI.

The rafurn on capitel eimployed is estimated at 16% of the

- estimated capitel cost.  M¥s. Vadinar Oil Limited has requested fo

enhance retum to 20% in view of the present slow down in

investment, diffeulty in the procuring credit facility etc. It is

relevant here tv mention that the rate of ROCE was reviewed
recently by this' Autivority and it was decided to adopt ROCE of
16% for the yeur 2000-10 to determine tariff for major ports and
private termimais. Hence the retum on capital employed is
camputed at 15% on the sstimated capital cost. This works ‘out to
s 3487 crores for herth hire service and Rs.56.18 crores for

cango handling senéices.

consumption at 2.393 units per tonne besed on some anaiysas for similar

55
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(b).

{e).

project. The VPT has clarified that the power consumption in case of
mechanised iron ore handling at the port is less than 1 unit per tonne and
the 1.4 per tonne assumed in the calcutation as per the norms prescribed
in the guidelines is reasonable. The upfront tariff setting for coal terminal
of other Major Ports such as Mormugao Fort Trust and Paradip Port Trust
also recognised the power consumption as per the norms prescribed in
the guidelines. Power Consumption at 1.4 unit per tonne is as per the
norms prescribed which is considered in the estimation of operating cost.

The unit cost of power considered by the VPT is Rs.6.20 and the port has
confirmed that it is based on the prevailing unit cost of power incurred by
the port. Even in the upfront tariff earlier determined in February 2009 for
multipurpose cargo berth and fiquid cargo berth, the VPT had indicated
the unit rate of power at Rs 6.20 which was considered by this Authority.

As per the norms, the repairs anc maintenance cost is estimated at 1% on
the civil assets and 7% on the mechanical and electrical eguipment,
insurance cost at 1% of the gross fixed assets and other expenses at 5%
of the gross value of fixed assels.

Depreciation, as per the guidelines, should be calculated following the
depreciation rates for Straight Line Method (SLM) prescribed in the
Companies Act, 1956. Depreciation is computed @ 3.34% on civil cost
and 10.34% on equipment cost as per the rates prescribed in the
Cc: wparws Ant under the SLM for the trelevant group of assets.

Lease rentals is calculated for 122330 sq. mirs. of storage area, 6600 sq.
mtrs. of for conveyor and 1000 sgq. mirs. of area for office and operational
buildings for land propased to be allotted by the VPT for the terminal's
operation.

The VPT has confirmed that lease rent is estimated based on the rate
approved by this Authority for quinquennium of 2003-08. Annual
escalation is considered @ 2% per annum as per the existing schedule of
rates from the years 2004-05 onwards to 2009-10. The port has clarified
that the rate for land (to be) allotted in Zone 1B is not approved by this.
Authority, hence the unit rate is considered at the existing lease rent
applicable for Zone |A which is adjacent and analogous to Zone IB.

The guidelines for upfrent tariff guidelines stipulate that the lease rent for
the port land is to be estimated hased on the rate prescribed in Scale of
Rates of the respective Major Port Trusts. The lease rent of the land
belonging to the VPT was last approved by this Authority vide Order
No. TAMP/41/2005- VPT on 22 April 2008 for the quinquennium 1998-
2003 and 2003-2008 following the Government guideiines on land policy
issued in March 2004. The lease rent approved by this Authority is due
for revision but the port has not yet filed any proposal for revision of lease
rental in line with the guidelines of the Government on land policy of major
ports.

The guidelines requires the operating cost for berthing service to be
estimated at 1% of the berth cost.

In its revised proposal, the VPT has considered insurance @ 1% and
depreciation @ 3.34% on the aggregate capital cost relating to
construction of berth and dredging whiie estimating the annual revenue
requirement of berthing service apart from the prescribed norm of 1%
towards maintenance.

- Although the guidelines restrict the operating cost at 1% of the berth cost,

the asset requires adequate insurance coverage and the fact that the
value of the asset will depreciate due to wear and tear can also not be
denied. While fixing upfront berth hire at other Port Trusts, this position
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(viii).

(ix).

{x}.

miscellaneous charge covers charges for sweeping, dust suppressions,
environment safety etc.

{9). The revenue requirement from berthing service works out o Rs.1983.78
lakhs as against Rs.2110.21 lakhs estimated by the port.

Normally vessel related charges for foreign going vessels are
denominated in US dollar terms by converting the rupee value to doliar
terms by applying the exchange rate prevailing at the time of notification
of the relevant tariff order. This Authority while finalising the upfront berth
hire at other major port trusts has already decided to approve the upfront
berth hire charge in Rupee term only for the stated reasons.

The VPT has proposed berth hire in rupee terms for foreign going vessel
at Re.0.71 per GRT per hour or part thereof. The methodology followed
by the VPT for amiving at the berth hire is in general found to be in line
with the approach fellowed by this Authority in other upfront tariff cases.
The optimal capacity of the terminal is fimited by the yard capacity.
Accordingly, the quantum of steam coal is considered at 1.22 MTPA i.e. at
the level determined in the yard capacity calculation. The percentage
share of cape size / panamax vessels bringing coking coal furnished by
the VPT is taken as the base for distributing the coking coal capacity.
Subject to the above modifications, the berth hire is Re.0.654 per GRT per
hour for foreign going vessel (calculation attached as part of Annex - 1.

(h). The port has proposed concessional tariff for coastal vessel / coastal
cargo in berth hire as well as composite handling charge as per clauses
4.3 and 6.1.2 of the tariff guidelines notified in the Gazette of India on 31
March 2005. The revenue impact of allowing such concession is,
however, not considered while arriving at the proposed rates concessional
tariff. On being pointed out, the port has confirmed that no coastal
vesseis/coastal movements of cargo is envisaged at the proposed coal
terminal as the coking coal is being imported from other countries.
Though prescribing concession rate to coastal cargo / vessel may not
have any impact on the revenue realization, concessional rate is
prescribed for coastal category in line with the Government policy in this
regard.

Definitions of some of the common terms like foreign going vessel, coastal vessel,
per day are included in upfront schedule in line with the definitions prescribed in
the Scale of Rates of VPT and other private terminals operating in VPT.

Some of the common conditions stipulated in the guidelines of 2005 and
uniformly prescribed in the Scale of Rates of other major ports / private terminais
such as users should not be required to pay charges for delays beyond
reasonable level attributable to the private terminal operator, berth hire shall stop
4 hours after the vessel signaling readiness to sail, penat berth hire for a false
signal, non accrual of storage charge for the period when the operator is not in a
position to effect deliver/ship the cargo when requested by user for the reasons
attributable to the operator proposed by the VPT are incorporated in the upfront
tariff schedule for coal terminal.

The VPT has proposed to prescribe a few conditions regarding the
commencement of free period which are in line with the prescription at the other
major ports / private terminals. . The condition stating that free period shall
commence after complete discharge of vesse! cargo are modified to state it will
commence from the day following the day of completion of finat discharge from the
vessel in line with the conditions prescribed in the Scale of Rates of the
Visakhapatnam port and other ports.

Recognising that conditionalities fixed now wouid applicable for a time frame of 30
years, the provision relating to penal rate of interest for delayed payment by users
and delayed refund by the operator, is prescribed at 2% above the Prime Lending
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Rate of the State Bank of India in line with the provision prescribed in other upfron
tariff cases decided by this Authority. K

12.1. As per clause 2.8 of the Guidelines, the tariff caps will be indexed to inflation but
only to an extent of 60% of the variation in Wholesale Price Index (WP} occurring between 1
January 2008 and 1 January of the refevant year. Such automatic adjustment of tariff caps will be
made every year and the adjusted tariff caps will come into force from 1 April of the relevant year
to 31 March of the following year. In the instant case, since the estimation of capital cost and unit
rate of operating cost considered in the upfront tariff calculation are as of 1 January 2009 as
reported by the VPT, it is appropriate and relevant to prescribe the base WPI to be considered for
automatic adiustment every year as 1 January 2009 as rightly stipulated by VPT aiso in general
note 6 in thve proposed Scale of Rates. '

122 As specified in clauses 2.9.1. and 2.9.2. of the guidelines, before commencement

of commercial operations, the private operator shall approach this Authority for notification of Scale
of Rates containing the approved ceiling rates and the statement of conditions, as required under
Section 48 of the Major Port Trusts Act, 1963.

123 As per clause 3.8.5 of the guidelines, if any question arises requiring clarifications
or interpretation of the Scale of Rates and the statement of conditionalities, the matter shall be
referred to this Authority and its decision in this regard will be binding on the operator.

12.4. The performance norms for the pfojects should be clearly brought out in the bid

documents. The private operator is expected to perform at least at the performance nommns:

brought out in the bid doq:mntloonmsionagreement. :

12.5. : The actual performance of the private operators will be monitored by this
Authority. If any complaint regarding quality of service is received, this Authority will enguire into
such allegation and forward its findings to the Visakhapatnam Port Trust. If any action is to be
taken against the private operators, the Visakhapatnam Port Trust shall initiate appropriate action
in accordance with the provisions of the relevant Concession Agreement.

126. During the commercial operation at the terminal, within 15 days from the end of
every quarter, the private operator shall submit to this Authority through the Visakhapatnam Port
Trust a report containing the terminal's physical and financial performance during the preceding
three months. - :

13. In the result, and for the reasons given above and based on a collective
application of mind, this Authority approves the upfront tariff caps for handling coking coal and
steam coal at Visakhapatnam Port Trust attachqd as Annex - I :

RANI JADHAV, Chairperson
[ADVT. i4/143/09-Exty )
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UPPRONT TARIFF FOR COAL TERMINAL AT VISAKHAPATNAM PORT TRUST

Rs. m lakhs

Revised estimates
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ANNEX -1
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- Civil Assets (1% on civil wovk)
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1.1.

1.2.

Annex - 11
VISAKHAPATNAM PORT TRUST

UPFRONT TARIFF SCHEDULE FOR MECHANISED HANDLING OF COKING COAL AND

STEAM COAL

DEFINITIONS

In this Scale of Rates unless the context otherwise requires, the following definitions shall
apply:

(i}. "Coastal vessel” means any vessel exciusively employed in trading between any
port or place in India to any other port or place in India having a valid coastal
licence issued by the competent authority.

(1) "Foreign going vessel" means any vessel other than a Coastal vesse!

(iii). "Day" shall mean the period starting from 6.00 A.M. of a day and ending at 6.00
AM. on the next day.

GENERAL TERMS & CONDITIONS

{n. The status of the vessel, as borne out by its certification by the customs or.
Director General of Shipping, is the relevant factor to decide whether vessel is
‘coastal” or “foreign-going” for the purpose of levy of vessel related charges; and
the nature of cargo or its origin will not be of any retevance for this purpose.

(). (a). The berth hire charges for all coastal vessels should not exceed 0% of
the corresponding charges for other vessels.

(b). The cargo related charges for all coastal cargo other than thermal coal
should not exceed 60% of the normal cargo related charges.

(c). In case of cargo related charges, the concessional rates should be levied
on all the relevant handling charges for ship shore transfer and transfer
from/to quay to/from storage yard including wharfage.

(d). Cargo 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, cargo from/to Indian Ports
carried by vessels permitted to undertake coastal voyage will qualify for
the concession

(ii). Interest on detayed payments / refunds.

(a). The user shall pay penal interest on delayed payments of under this Scale
of Rates. Likewise, the terminal operator shall pay penal interest on
delayed refunds.

(b). The rate of penal interest will be 2% above the prime lending rate of the
State Bank of India.

{c). The delay on refunds will be counted only 20 days from the day 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 only 10 days after the
date of raising the bills by the terminal operator. This provision shall,
however, not apply to the cases where payment is to be made before
availing the services where payment of charges in advance is prescribed
as a condition in the scale of rates.
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().

(i).

().

@iv). -

(v).

(iv). In calculating the gross weught or measurement by volume or capacity of any
individual .item, fractions upto and inclusive 0.5 shall be taken as 0.5 unit and
fractipns of above 0.5 shall be treated as one unit, except where otherwise

specified.

(v); All charges worked out shali be rounded off to the next higher rupee on the grand

total of the bill.

{vi). (a). The rates prescribed in the Scale of Rates are ceiling levels : likewise,
: rebates and discounts are floor levels. The terminal operator may, if they
30 desire, charge lower rates and / or allow higher rebates and discounts.

(b). The terminal operator may also, if they so desire rationalise the prescribed
conditionalities goveming the application of rates prescribed in the Scale
-of Rates if such rationalisation gives refief to the user in rate per unit and
the unit rates prescribed in the Scale of Rates do not exceed the ceiling
levels, '

(c). The terminal operator should notify the public such lower rates and / or
rationalisation of the conditionalities govemning the application of such
- rates provided the new rates fixed shall not exceed the rates notified by

the TAMP. , '

(vi). Users will not be required to pay charges for delays beyond reasonable level
attributable to terminal operator.

BERTH HIRE CHARGES:
Si. _ Rate per GRT per hour of part thereof
No. Vessels Foreign Going Vessel Coastal Vessel
(in Re.) {(in Re.)
1. | Vessels . 0.654 0.392

The period of berth hire shall be caiculated from the time vessel occupied the berth till she
vacates the berth.

Berth hire includes charges for services rendered at the berth, such as occupation of
berth, rubbish removal, cleaning of berths, fire watch etc.

No berth hire shall be levied for the period when the vessel idles as its berth for continuous
one hour or more due to non-availability / break down of terminal operator's equipment or
power failure or any reasons attributable to the terminal operator.

(a). Berth hire shall stop four hours after the time of the vessel signaling its readiness
to sail. :

(b).  The time limit of 4 hours prescribed for the cessation of the berth hire shall
exclude the ship's waiting time for want of favorable fide conditions, inclement
weather and due to lack of night navigation.

{c). The Master/ agent of the vessel shall signal readiness to sail only in accordance
“with favourable tidal and weather conditions.

The Penal berth hire shall be equal to one-day’s (24 hours) berth hire charges for a false
signal.

“False Signal® would be when the vessel signals readiness and asks for a pilot in
anticipation even when she is not ready for un-berthing due to engine not being ready or

cargo operation not compieted or such other reasons attributable to the vessels. This
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Note:

excludes signaling readiness when a vessel is not able to sail due to unaavorabﬁﬂ tde Iack
of night navigation or adverse weather conditions.”

CARGO HANDLING CHARGES:

£ Sl Commodity Unit ____ Ratein Rupees
. No. Foreign ~ Coastal
l (a). | Coking coal Per Metric Tonne | 13194 . 7916

{ (b). | Steam coal Per Metric Tonne | 131.94 7916 |

The hangling charges prescribed above is a composite charge for unloading of the cargo from the
vessel and transfer of the same up to the point of storage, storage at the stackyard up t0 & ‘ree
period of 10 days reclaiming from stackyard and loading on to railway wagons including wharfage
and supply of labour whenever necessary and ail other misceilanecus charges not specificatly
prescribed in the Scale of Rates.

4.

Notes:

(i).

STORAGE CHARGES:

The Storage charges for the cargo stored in the stack yard beyond the free period shall be
as below:

{Rate in Rs. per tonne per day or part thereof)

| Sl Commodity | Rateforfirst5days | Ratefor6" | Rate for 11"
No. for the balance cargo | day to 10" day | onwards for

| remaining after the for the | the balance

| ___ freeperiod ! balance cargo \ . cargo |

1. | Coking coal and 1.58 | 318 : 6.32

| Steam coal e I

10 free days shall be allowed. Free period shall commence from the day following the day
of complete discharge of vessel cargo. For the purpose of calculation of free period,.
Custom notified holidays and Terminal's non-working days shalt be excluded

Storage charges shall be payable for all days inciuding Terminal's ncn-working days and
Customs notified holidays for stay of cargo beyond the prescribed free days

Storage charges on cargo shall not accrue for the period when the terminal operator is not
in a position to deliver / ship the cargo when requested by the user due to reasons
attributable to the Terminal operator.

MISCELLANEOUS CHARGES:

The following Miscellaneous charges are applicable of coking coal and steam coa{
handled:

]
b

Sl. i Particulars " | Rate per tonne or part thereof |
No. ] ‘ .. _(inRs)
{). | Charges for Sweeping, dust suppression and} : - 1.38

environment etc. o

GENEF 4L NOTE TO SCHEDULE (2) TO (5) ABOVE:

The tariff ceps will be indexed to inflation but only to an extent of 80% of the variation in
Wholesale  Price Index {(WP) occurring between 1 January 2009 and 1 January: of the,,
relevant year. Such automatic adjustment of tariff caps will be made evary year and the
adjusted tariff caps will come into force from 1 Aprit ¢f the reievant vear to 317 March of
the following.year.
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