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TARIFF AUTHORITY FOR MAJOR PORTS
NOTIFICATION
Mumbai, the 15th December, 2009

No. TAMPIZGIZOOO-VPT —In exercise of the powers conferred by Sections 48, 49 and 50 of the
Major Port Trusts Act, 1963 (38 of 1963), the Tariff Authority for Major Ports hereby disposes of the
proposal received from the Visakhapatnam Port Trust for setting upfront tariff for mechanised fertilisers
handling facilities in pursuance of the guidelines for upfront tariff setting for Public Private Participation
(PPP) projects at Major Ports notified vide this Authority's ‘Notification No.TAMP/52/2007-Misc. dated
26th Febmary. 2008 as in the Order appended hereto.

TARIFF AUTHORITY FOR MAJOR PORTS
Case No. TAMP/26/2009—VPT

Visakhapatnam Port Trust —_— rennsneneeer Applicant

This case relates to a proposal received from the Visakhapatnam Port Trust (VPT)'

: ORDER
(Passed on this 27th day of Novembar, 2009)

for fixation of upfront tariff for mechanised fertilisers handling facilities at Visakhapatnam Port in
~ pursuance. of the guidelines for upfront tariff setting for Public Private Participation (PPP) projects
at Major Ports Trusts, 2008.

2. T Initially, the VPT had vide its letter dated 29 May 2009 (received by us on 31 July
2009) filed a proposal for setting upfront tariff for the mechanized fertilizers handling facilities which
was followed by another letter dated 31 July 2009 forwarding the relevant Feasibility Report.
Since several gaps in the proposal was observed vis-&-vis the norms prescribed in the upfront tariff
guidelines particularly with reference to optimal terminal capacity calculation, the VPT was vide our
letter dated 11 August 2009 advised to justify the reasons for deviations from the guidelines along
with information / clarifications on some other points.

3.1. " The VPT vide its letter dated 10 September 2009 filed a revised proposal and also
furnished information / clarifications on the points raised by us. The salient points of the proposal
filed by VPT are given below:

{i). The proposal énvisages instaliation of mechanised unloading facilities at the
existing East Quay 7 berth at Inner harbour along with additional bagging &
dispatch facilities.

(ii). The length of the berth is envisaged at 255 metres. The existing draft of the berth
is 11 metres which is expected to be increased to 12.5 metres after further
dredging to be .undertaken by the VPT. This will enable receiving panamax

vessels.

(iiiy. Finished fertiliser, Murate of Phosphate (MOP) and general cargo are expected to
be handled.

(iv). The proposal envisages the following main facilities:

(a).

(b).

(c).

(e).

Installation of two gantry type unloaders of 800 tonnes / hr. capacity each,
with. 35 tonne grab capacity to achieve the targeted dally output rate of
25,000 tennes.

Corweyor system to transport fertilisers from the berth to thé silos and
othier storage sheds and bagging piants. :

Total storage capacity is planned at 40,000 tonnes, which comprises'_of'
2!3,000 tonnes capacity in two storage sheds each of size 225 x 40m i.e.
(2 x 225 x 40) and 12,000 tonnes capamty in silos (4 x 14m and 20 mtrs
hi.gh}. .

Baigging plant wilt comprise of bagging machines with storage/ feeding
hoppers, stitching machines, transport conveyors to transport stitched
bags for stacking. The bagging plant will have automatic / semi-automatic
machines with an installed capacity of 8400 Tonnes Per Day. The
bagizing plant will be monitored by a centralized control room.

Railway sidings for handling two haif trains on either side of the platform in

_ the ground floor of bagging plant compiex are envisaged.
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{v).

The following approach was adopted by the port for arriving at the upfront tariff.

(a).

(b).

Optimal Capacity:

{i). Optimal Quay Capacity:

» The port has calculated optimal quay capacity of
mechanised fertilisers handling facilities at 6.17 Million
Tonnes Per Annum (MTPA). The output norm for
handling fertiliser viz. Murate of Phosphate (MOP) and
other finished fertilisers is considered at 25,000 tonnes
per day as against handling norm of 10,000 tonnes per
day prescribed in the upfront tariff guidefines for
multipurpose cargo terminal for vesseis more than 30,000
tonnes parcel size.

The handling rate for general cargo viz. steef and bagged
cargo is considered at 4,000 tennes per day in line with
the handling rate prescribed in the guidelines.

> The percentage share of the capacity of MOP is assumed
at 24%, other finished fertilisers at 72% and general cargo
at 4%.
(ik). Capacity of Bagging Plant and Silos:

Optimal Capacity of proposed bagging plant and silos is assessed
at 3.9 Million Tonnes Per Annum which is sum of storage and
bagging plant capacity assessed at 2.1 Million Tcnnes Per Annum
and capacity of silos determined at 1.8 Milion Tonnes Per
Annum, (The upfront tariff guidelines do not prescribe any
formula or norms for assessing the capacity of bagging plant and
silos for mechanised fertiliser handling.)

(iii). The lower of the optimum quay capacity and the capacity of
bagging at storage shed and capacity of silos i.e. 3.9 Million
Tonnes Per Annum (MTPA) is considered as the optimal capacity
of the mechanised fertiliser handling facility in the calculation for
determining the upfront tariff.

Estimated Capital Cost:

The total capital cost of the mechanised fertilisers handling facilities is
estimated at Rs.181.40 crores. The breakup thereof is given below:

SI. Particulars " Estimated
No. i Capital cost
' {Rs. in lakhs)
Cargo Handling Activity ]
(). | Civil Cost .
- Hopper Track behind berth 69.35
- Conveyor Galleries b 1053.53
- Silo Farm ! 1174.34
- Storage Shed s 270164
- Trucking parking area e 22.24
- Transfer tower and Drive Houses ‘ 200.12
- Dismantling Railway Tracks 11.68
- Formation of Railway Tracks M8
- Formation of Peripheral surfaceroads @~ 333.53 |
| -SufaceDrainage " TA1A2
B - Operationat Buildings L 3002,
- Customs Compound wall o 4447
- Provision for water supply L 12
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- - - Provigion for Environmental works 277.95
.- Soil investigation " 16.67
SUbtotat ) 6068.96
-{ii). | Equipment Cost _. - T
‘ | - Ship- unloader grabblng gantries (horms - 2 | 5781.27
. nos.)
VPT proposes 2 nos.
- Conveyors (2580 mirs.) . 2868.40
- Electrical works 1028.40
Subtotal (ii) 9678.07
(iii). | Cost of Bagging Plant
- Bagging Plant (civil work) - 1083.88
- Bagging Plant (2 nos. ) ( mechanical work) 44471
. - Subtotal (iii) 1528.69
{iv). Mlscellanoous '
- % on Civil Cost and Eqmpment Cost at (i) 787.35
and (ii) above (excluding bagging plant) [i.e. 5% .
* ( Rs.6068.96 lakhs + Rs.9678.07 lakhs)]
- 5% on Civil Cost and Equipment Cost of 76.44
bagging plant [i.e, 5%* Rs.1528.69 iakhs}] . :
Subtotal (iv) 863.79
Total Cépital Cost for Handling Activity . 18139.51
(i + il + il + iv) '

(c).
().

The ROCE is determined at‘ 16% o.. the gross binck of assets.

Operating Cost:

Adhering to our suggestion, the VPT has estimated the operating cost for
cargo handling service and bagging and stitching services separately
taking into consideration the relevant capital cost. The operating cost is

-estimated generally following the norms prescribed in the guidelines as

explained hereunder except for the deviation in the estimation of power

cost:

®. .

(ii).

(i

().

).

‘The upfront tanff guidelines for multipurpose cargo berth

prescribes consumption norm for power at 100 units per hour per
crane. Fuel consumption norm is prescribed at different levels for
different capacity of fork lift truck / payloaders. The guidelines
require the power and fuel cost estimation to be made for 4000
working hours in a year.

The VPT has estimated power cost adopting the norms
prescribed for coal handling terminal at 1.4 units per tonne for
cargo handling facility excluding bagging plant citing that the
facility envisaged by it is for mechanised handiing whereas the
norms prescribed in the guidelines is by semi-mechanised means.
For bagging and stitching activities, the power cost is estimated
assuming the consumption at 0.50 units per tonne. The unit rate
adopted for estimating the power cost is 6.20 per unit.

The repairs and maintenance on civil cost is estlmated at 1% on
the civil work and 5% on the equipment cost.

Insurance is estimated at 1% and other expenses at 5% on gross
fixed assets value. ‘

Depreciation is estimated adopting the rate prescribed in the

Companies Act 1956 as per the norms prescnbed in the

guidelines.

- License fee (lease rent) for area to be made available by the port

is estimated applying 6% return gh basic value pf land indiqated
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by the District Revenue Authority (DRA) for the qumguennium
2003-08 for the relevant zones. Annual escalation factor @ 2%
per annum is considered for the years 2004-05 to 2009-10 to
arrive at the base rate for the year 2008-10.

(e). The Annual Revenue Requirement estimated by VPT is as follows:
I e . _. __ _ _ (Rs.inlakhs)
Particuiars T Forcargo For bagging
handling and
(excluding stitching
_ | baggingplant); services |
Capital cost B 7 )
{a). Civil 5068.96 1083.98
{b). Mechanical and electrical | 9578.07 444,71
equipment _ . i
(c) Miscellanecus _ 78735, 7643
Total CapitalCost ~  ©  16534.38 .. 1605612 |
(i). | ROCE @ 16% on capital cost | 264550 266.82 |
fii). } Operating cost_ R _ 347749 27667
iv). | Total Revenue Requirement | 612299 53349
. The breakup of the annual estimated revenue requirement {adopting the

norms prescribed in the guidelines) for cargo handling activity {excluding
bagging and stitching) is given below:

R __ {(Rs.inlakhs)
Sk Particulars ‘ Apportioned
No. ' estimated revenue
, — L . requirement
(i). | Handling charges (Rs.6122.99 lakhs x 90%) | ) 551069 |
(). | Storage charges (Rs.6122.99 iakhs x 5%) 306.15
(iii). | Miscellanecus charge (Rs6122.99 lakhs x 306.15
5%) )
Total Revenue Requirement from cargo 6122.99
handling activity B ! S -
(vi). The upfront tariff proposed by the VPT to meet the estimated revenue requirement
is as follows:
(a). Composite coal handling charges:
— o ._____ (Ratein Rs. per tonne) _
Nomenclature ~_ Foreign Coastal
Finished fertilisers  including *166.70 100 05
murate of phosphate
* If the bagging and stitching facility is not availed. then the rate

applicable is Rs.141.30 per tonne (The rate for bagging and
stitching is Rs.25.40 per tonne).

(b). Storage charges:

(iy. Free period:
Import cargo - 5 days
Export cargo - 15 days
(if). Storage charge for balance cargo remaining beyond the free
eried: ) o o o
sl Particulars i Rate per tonne per day or
No. o). Partthereof (inRs.)
[ (). 1 For the first §_qqy§_ﬁl 1985 |
{ii). | 8"to 10" day 22845 ]
(i), [ Beyond10"day 1 7 3030 T
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(c).

Miscellaneous charge for all miscellaneous services such as fumigation,

cargo security, etc. proposed at Rs.7.85 per tonne.

As stated earlier, the VPT while furnishing the revised proposal has furnished
information / clarifications to the queries raised by us vide our letter dated 11 August 2009. A
summary of points made by us with reference to its original proposal dated 29 May 2009 and the
response of the VPT which may be relevant in this exercise is tabulated below:

st
No.

Our queries

Response of VPT

().

(a). The capital cost for various civil works
such as Hopper track behind berth, silo
farm, bagging plant, etc., considered by
the VPT are not as per the list of civil
works ~ prescribed in "the guidelines.
Explain the reasons for deviation from the
norms and the justification for inclusion of
each items of the civil cost. ‘

‘Hopper track behind berth,

“The hoppers;will_ha
o tracks are reqmre

(b). The silo farm is’ requwed to store cargo--

{-equipment

| included  the -equipment based on project

| requirement. - Details are furnished in the |

(a). The capital cost for civil works such as
silo and
bagging plant is as per the project
requirement. The proposal envisages
unloading of fertilizers using unloaders on

to the conveyors through, hoppers for:;._

conveying  them.’t
bagging - p{an’e :
recommendation. is-with-in:
the -event of teéhrilca} .

have to- be outSIde

for--onward. transmisston to the ex;stmg
bagging pEant gt :

{c): Itis pertment to mentton that the TAMP_ '

guidelines do not specify any kind  of
_ required- for mechanised
handling of fertiisers. _The port "has

“Feasibility Report. -

(b). The cargo handling eguipment

considered in the proposal for fixation of

upfront tariff do not match with the
normative level of equipment prescribed in
Schedule 4.3 Annex V of the upfront tariff
guidelines. - Explain the reasons for
deviation from the norms and the
justification for inc!usion of each item of
equipment,

" stipulated in the.para 4.3 of Annexure-5 of

(b). The cargo handling. equipment |

the upfront tariff guidelines is indicative
equipment:  for - handling. multipurpose
cargoes  including fertilisers by semi
mechanised means ‘whereas the project

envisages installation of mechanised
handling facilities for fertiliser for which
there are no specific guidelines.

{c). The proposal does not substantiate the
capital cost estimate of Rs.181.40 crores
with documentary - support. The project
feasibility report (revised) also does not
contain documents validating the estimates
of capital cost.
supporting documents /- calculations / rate
analysis done by the port / Consultant
appointed by the port to justify the
estimation of the capital cost both civil and
equipment indicating the period pertaining
to which the unit rate is adopted and also
give references to the main sheet to co-
relate the figures.

Fumnish copies of |

{c). The civi! biock estimation is based on
the VPT schedule of rates / quotations
collected from the local market / rates as
per works executed earlier. The capitat !
cost in respect of Mechanical and
Electrical -Equipment is based on current
market prices / budgetary quotes and |
prices based on the work recently |
undertaken / Jmpiemented by the port.

: ef','along with .27
‘_ence hopper_ o
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(d). Confirm whether the works contract tax
will be applicable for all the items of assets
ie. civil work, equipment cost, electrical
work.

{d). Yes, the works contract tax will be
applicable for all the items of assets i.e.
civil works, equipment cost and electrical
work.

().

(iii)

(a). The proposal states that the norms
prescribed for multipurpose berth s
adopted for arriving at the proposed rate.
However, for estimating the power cost, the
consumption norm prescribed in the
guidelines for coal / iron ore terminal is
adopted. Explain, how the power
consumption norm  prescribed in  the
guidelines for iron ore / coal terminal is
relevant to the fertiliser handling terminai.

' (b). Though the optimal capacity of the

terminal is considered is 39 lakh tonnes per
annum for arriving at the handling rate, for
estimation of power cost 60 lakh tonnes of
cargo is considered.

| and conveyors.

(a). The norms given for multipurpose

berths have been adopted to the extent |

possible for assessing the optimal quay
capacity, productivity norm of 4000 tonnes
per day adopted for handling general
cargo, Annual Revenue Requirement
apportioned to various items based on
norms indicated, free period of 5 days for
import of cargo reckoned is as per norms
prescribed in  the guidelines for
multipurpose cargo berth.

Regarding estimation of power cost, the
consumption norm of 14 per tonne
prescribed in guidelines for the coal
handling is adopted for the following
reasons as there are no specific guidelines
for mechanised handling of fertilisers in the
TAMP guidelines:

{1). Densities of coal and fertilisers are
very much close viz. potash is 0.90 per sq.
mtr. as against the density of 0.883 per sq.
mtr. for coking coal.

(2). Mechanised systems proposed for
fertiliser handling consists of unloaders,
conveyors, etc. which are very much
similar to mechanised coal handling
system which also consists of unloaders

(b}. The reasan for considering power cost
for 60 Jakh tonnes is keeping in view the
power requirement at the bagging plant of
39 LT of cargo unloaded from the system
about 21 LT be transferred to the new
bagging plant.

(c}. The actual unit consumption of power

for handling fertiliser at the VPT berths and

the dedicated mechanised berth operated
by Coromandel Fertilisers Limited may be
indicated during the last three years 2006-

07, 2007-08 and 2008-09.

(c). There are no mechanised handling
facilities for fertilisers at VPT  The power
consumption ascertained from Coromandel
Fertilisers Limited, is at the level of 1.25 to
1.4 units per tonne.

(@). The guidelines for upfront tariff
stipulate that lease rent for port land is to
be estimated based on the rate prescribed
in the Scale of Rates of the respective
major ports. The lease rent of land
belonging to the VPT was last approved by
the Authority vide Order
No. TAMP/41/2005-VPT on 22 April 2008
for the quinguennium 1998-2003 and 2003-
08. The method adopted by the VPT in
estimating the lease rent applying 2%
annual increase beyond the period April
2008 is not found to be in line with the
norms prescribed in the upfront tariff
guidelines. The lease rent approved by the
Autharity is due for revision since April

(a). The proposal for revision of lease
rentals for the lands belcnging to VPT
which is due for submission for
quinguennium  2008-13 for TAMP's
approval has not been obtained as the
fixation of land wvaluations by District
Revenue Authorities {DRA) as per the!
precedure being followed is awaited. The
matter is been pursued with the concerned
authorities.

To mitigate the urgency to implement port
prcjects on time bound manner in terms of
directions of Government, the VPT has
provisionally adopted the rate approved for

the  quinquennium  2003-08  giving |
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2008. But, the port has. not yet filed any
proposal for revision of lease rental in line:
with the guidelines of the Government on

land poiicy of major ports even after lapse -

of more than one year.

- escalation @

2% per  annum
compoundabile as provided:in. Government
policy quidelines on. Land: Management
dated 8 March:2004.

Soon after obtaining the land valuations
fixed for 2008-13, VFT will place the same
before the Rate-Fixation Committee (RFC)
for recommendations of the revised iease
rates. After approval of the Board of VPT,
the same will be submitted to TAMP for

approval.

(b). The lease rent approved by the
Authority in the tariff Order of April 2008
does not cover Zone X-A as the port did
not seek approval of the rate for this zone.
in this context, indicate the basis on which
the lease rent for zone X-A is adopted.in
the estimation of lease rental. - Also,
indicate the zone which is analogous to
Zone X-A in terms of market value of land,
infrastructure and facilities provided by the
port, etfc.

(b). In fact, VPT has submitted the
proposal for the-entire 31 zones vide letter
No LR/LV/SA/999 dated 29 June 2005 for
approval of the lease: rentals for the
quinguennium 2003-08 by TAMP wherein,
the Zone X-A and the analogous Zone X-B
are included but however, in view of the

[instructions: given by the TAMP dunng the

meeting held on 12 June 2007 in VPT,
proposal . [imiting to 19 zones was
submitted vide VPT letter dated 3 July
2007 where the leases are given on the
market rate basis and where there is scope
for allotting land to new leases in which the

both zones i.e. Zone X-A and analogous

Zone X-B are excluded at that time.
However, revised proposal for the balance
12 zones inclusive of said Zone X-A is
being submitted to TAMP for approval.
The area propesed. to be- provided for this
project falls under Zone X-A. -The rate
adopted by VPT is as perrate fixed by the
DRA for Zone X-A for quinguennrium 2003-
08 after giving.applicable escalation of 2%
per annum.

(iv).

(a). The basis of segregating the capacity
into those likely.to avail bagging facility and
those not likely to avail such facility may be
explained.

(a). The existing bagging plant has a
capacity of 8000 tonmes per day. The
reason for considering 50% to the existing
bagging plant and balance of 50% to the
proposed bagging plant is in line with the

capacity of: ‘proposed  system including |-

silos and storage shed.

(b). It is also not clear how the power
consumption norm of 1.4 unit per tonne
prescribed for iron ore / coal handling
terminal is relevant for
stitching service. -Please: explain ang justify
the consumption -of power-adopted by the
VPT for estimating the revenue
requirement for- -bagging and stitching
activity.

bagging and

(b). It is ascertained from one of the
existing user:that the power consumption

for bagging plant is 0.5 unit per tonne.

Accordingly, the calculations have been
maodified.

(c). Annexure - H states that it pertains to

‘Revenue Requirement for bagging and:
stitching service for 21 lakh tonnes." It is,
therefore, not clear as to why cost of

additional cargo of 3 lakh tonnes apart from:|
21 lakhs: tonnes (availing bagging service)
is also considered while estimating the-

revenue,

{(¢). ' Since.:modified.
-caiculation, the VPT has. separately

In. the modified

worked out the rate: of - bagging and
stitching services likely to be availed by 2.1
Million- Tonnes of - fertiliser taking into
consideration the relevant capital cost.
The operating cost is estimated following
the norms prescribed in the guidelines.

4643 GI/09—5
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{d). The per tonne rate for bagging and
stitching service may be computed with
reference to the capacity of the facility
envisaged and shown separately.

(d). Complied with.

Though the port has  proposed
concessional handling rate for coastal
cargo, the revenue impact of allowing such
concession is not censidered white arriving
at the proposed rates. if no coastal cargo
is envisaged, it may be expressly stated.

As far as fertilisers are concerned there is
no coastal cargo.

(a). The basis of assuming cargo equal to |
40% of the capacity will attract storage
charge beyond the proposed free period
may be explained and justified with
reference to the plot turnover assumed by
VPT and proposed free pericd of 5 days.

(a). The basis of assumingﬁb% of cargo

throughput for storage charges beyond
free period is as explained below:;

» Estimated discharge of cargo per
month = 5.13 lakh tonnes (as per Table
5.1 of section-5 of TEFR) capacity of
the carge that can be evacuated in a
month = 3.25 lakh tonnes (13000T x 25
days) {300 days spread out throughout
the year).

» Percentage of carge that attract
storage charges = {5.13 lakh tonnes -
3.25 lakh tonnes) / 5.13 iakh tonnes =
37% or say 40%.

(b). For arriving at the proposed storage
charge of Rs.21.70 per tonne per day, the
VPT has divided the revenue requirement
by the cargo likely to attract storage
charge. Revenue is also dependent upon
the number of days the cargo is likely to !
remain uncleared. The time factor is not |
considered by VPT. The storage charge
proposed by the VPT may be reviewed and
revised in light of the above abservation.

(). Dwell time component is not
considered to arrive at storage, as it is
dependent on varicus factors like
seasonality, readiness of the importers to
take cargo etc. It is ascertained from the
private operators operating storage sheds
that the dwell time is varying between 0
days to 1 month and during non-season 2
to 3 months. Further, the cargo being
seasonal, it is found difficult to factor in the
concept dwell time. Regarding the data on
dwell time it may be stated that the cargo
is immediately transferred to the respective
godown / storage sheds of the users.

As such, the required data are not
available with us. In this context, it is to
mention that the rate for storage charges
for first five days beyond free period has
been assessed and is proposed to be
increased by 50% for next five days and
doubled from 11" day onwards. The rate
indicated is in line with charges levied by
the existing operators i e. for first 15 days -
Rs.25/- per tonne and beyond 15 days -
Rs.45/- per tonne.

{¢). The actual average dwell time of
fertiliser handled by the port during the last
two years 2007-08 and 2008-09 may be
furnished.

{c}). In view of the clarification above, the
dwell- time of fertilisers could not be
ascertained.

(vii).

From the project feasibility report, it
appears that all vessel related service will
be provided by the port, and charges
including berth hire will be collected by the
port. Please confirm and explicitly state |
the position in the proposal alse.

| operational berth (EQ-7)

It is confirmed that all vessel related
services (including berth hire) wili be
provided by the port The project

envisages only installation of mechanised |

handling  facilities at the  existing

|
]
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4. in accordance with the consuttation process prescribed, the propdsal dated 10
September 2009 received from the VPT were circulated to the concerned users / user bodies /

organisations / prospective bidders (as per the list provided by the VPT) seeking their comments.

Comments were received from M/s.SICAL Logistics Limited which were forwarded to VPT as
feedback information. The VPT has also furnished its observations on the comments of
M/s. SICAL Logistics Limited

5. Based on prellmnnary scrutmy of the proposal the VPT was advised to furnish
additional information / clarifications. The VPT vide its- letter dated 11 November 2009 has
furnished its reply. A summary of the queries raised and the clarifications furnlshed by the VPT
are brought out in subsequent paragraphs.

6.1. A joint hearing in this case was held on 22 October 2009 at t,he VPT premises. At
the joint hearing, the VPT presented a revised proposal. In the said proposal, the (upfront)
handling rate and the storage charge reckoning the time factor were modified. At the joint hearing,
VPT and the concerned users / user bod:es { organisations / prospectwe bidders have made their
submissions.

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

(). The revised caloulations of the tariff proposed by the VPT at the joint hearing

: along with the revised proposed upfront tariff shouid be circulated to all the
concerned users and bidders immediately who in turn should furnish their
additional comments, if any, to TAMP and VPT within 7 days thereafter.

(ii). Additional information / clarifications sought vide our letter of even number dated
15 October 2009 should be furnished by 29 October 2009. In addition, a note on
improving storage capacity to match with the quay side capacity in the light of the
port's proposed improvement plans for evacuation: of cargo and bearing in mind
the fact that upfront tariff is being fixed with 30 year time horizon in sight to be
furnished.’ '

iii). The infrastructure improvement plans may be circulated to all users and
prospective bidders of this case as agreed by the port.

7.1. With reference to the points discussed at the joint hearing, the VPT has vide |etter
dated 11 November 2009 furnished its response. It has further modified the upfront tariff proposal
reportedly to address the issues raised by the users / prospective bidders. Some of the main
modifications made by the VPT in the proposal and the reasons therefor are given hereunder:

(). In the joint hearing; the biciders expressed the need to induct front end loaders
' ' and reclaimer to complete the operational cycle from ship shore discharge to
bagging plant. In view of the suggestion made by bidders, the proposal has been

examined with reference to the operation process flow and 2 nos. of reclaimers

and 8 nos. of front end loaders are included in the proposal to make the cperation
flow compiete. The cost of 2 nos, reclaimers is taken at Rs.22.60 crores and cost
of 8 nos. front end loaders is taken at Rs.2.4 crores. Thus, there is escalation of
Rs.25 crores in the equipment cost.

{ii). (a). Keeping in view the deliberation held in the joint hearing, the port has
examined the possibility of increasing the yard capacity to minimise the
‘mismatch between quay and yard capagity. The concern expressed by
bidders about difficulty in evacuation of 3 rakes with two half-rake sidings
has also been analysed by the port and it has proposed to allot additional
land of 8 acrs. in addition to 20.48 acres.

(b). This has resutted in increase in cost by Rs.6 crores towards development
of platforms and additional conveyor of 500 mtrs. for facilitating full rake
accommodation enabling evacuation of cargo by 3 to 4 rakes per day.

{c). The optimal yard capacity is improved and increased to 4.30 Million
Tonnes Per Annum on account of additional area proposed to be allotted.
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(i)

{v}.

(vi).

{vii).

(viti).

Consequent to above modifications, the capital cost is increased to the tune of
Rs.31 crores (Rs.25 crores in equipment cost + Rs.6 crores for raii platforms). The
revised updated capital cost is Rs.223 80 crores.

Based on the submissions made by one of the prospective bidders, the port has
proposed to provide 7% toward repairs and maintenance costs as per the norms.
prescribed for coal terminal instead of 5% proposed earlier keepmng in view the
fact that, the equipment proposed and method of handling from ship to storage for
fertilizers is similar to that of coal terminal.

The port has submitted that Public Private Participation Appreisal Committee
{PPPAC) Expert in the recent meeting has directed ports to cnnsider 12% towards
miscellaneous cost as against 5% as per norms prescribsa in the guidelines.
However, it is proposed 6 consider miscelianeous cost at 8% of gross value of
assets as against the prescribed norm of 5%.

The VPT has submitted that the revised updated capital cost of Rs.223.80 crares
and the parameter of 7% of mechanical cost adopted for estimating Repairs and
Maintenance cost and 8% towards miscellaneous cost have been brought to the
notice of SFC/ CoS meeting and were accepted.

Some of the elements of capital cost items viz. storage shed, formatian of tracks,
considered in the cargo handling activity in the earlier proposal are shifted to
bagging plant for arriving at predetermined tariff for bagging and stitching service
separately. Further, in the revised proposal, 50% of the capital cost towards
surface drainage, operational buildings, compound wall pertaining to bagging plant
are allocated to bagging plant.

Lease rentals for the area to be used for bagging plant is identified and included
under bagging and stitching charges as suggested by TAMP

The time factor of 5 days is considered for arriving at the storage charges.

The details of revised optimél capacity, capital cost, annual revenue requirement
and revised upfront tariff proposed is given below:

(a). Capacity:

In view of additional land of 8 acres proposed to be atiotted, the VPT
envisages the bagging plant can be fully utilised to handle 8400 tonnes
per day as against 7000 tonnes per day considered earlier.
Consequently. capacity of slorage and bagging plant and silos is modified
to 4.3 Million Tonnes Per Annum (MTPA) as against 2 9 MTPA assessed
in the criginal proposal. The optimal capacity of the mechanised fertiliser
handling terminal is considered at 4.3 MTPA being iower of the two
capacities guay and yard.

(b). Capital Cost:
Capital cost is revised to Rs.223.80 crores as against Rs.181.40 crores

estimated earlier as given nereunder:

o S iRs. in lakhs)
Sl. Particulars i Capital cost Revised
No. I estimated in estimation
original of capital
, oo ... .| proposal  cost |
| 1 Cargo Handling Activity
() CivilCost , . ,
| - Hopper Track behind berth . 69 35 _ B9.35
- Conveyor Galleries C..105353 0 1609.42
- Silo Farm e 1T4As4 s 1174.34
- Storage Shed ' 2701 64 © (allocated to
i ' bagging
. e ) . activity)
| -Trucking parking area | 2224 22.24
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(c)-

- Transfer tower and Drive Houses 200.12 200,12
- Dismantling Railway Tracks 11.68 11.68
- Formation of Railway Tracks 111.18 | (allocated to
' bagging
: - : activity)
- Formation of Peripheral surface 333.53 333.53
roads
- Surface Drainage (in revised 11.12 5.56
proposal 50% allocated to handling
activity) ' .
- Operational Buildings (50%) F\ 30.02 15.01
- Customs Compound wall (50%) 44 .47 22.24
- Provision for water supply 11.12 11.12
- Provision for Environmental 277.95 277.95
works
- Soil investigation 16.67 16.67
' Subtotal (i) 6068.96 3769.23
{ii). | Equipment Cost
-| - Ship unloader grabbing gantries 5781.27 5781.27
(as per norms — 2 nos.)
- Reclaimers (2 nos.) - 2512.63
- Front end loaders (8 nos.) - 266.83
- Conveyors 2868.40 2868.40
- Electrical works 1028.40 1028.40
Subtotal (i) 9678.07 12457.53
(it}. | Cost of Bagging Plant
- Bagging Plant 1083.98 1083.98
- Storage shed - 2701.64
- Formation of Railway tracks - 222.36
- Surface drainage (50%) - 5.56
- Operational Buildings (50%) -- 15.01
- Customs compound wall {50%) -- 22.23
- Bagging Plant (2 nos.) 44471 444.71
(mechanical work)
Subtotal {iii) 1528.69 4495.49
(iv). | Miscellaneous B
' (a). For Cargo handling service 787.35 1298.14
(excluding bagging plant}: :
- In the original .proposal 5% on
Civil Cost and Equipment Cost at (i)
and (i) above. - In the revised
proposal estimated at 8%.
{b). For bagging plant: 76.44 359.64
| = In the original proposal 5% on
Civil Cost and Equipment Cost of
bagging ‘plant. In the revised
proposat estimated at 8%. i
Subtotal (iv) 863.79 1657.78
Total Capital Cost for Handling 18139.51 22380.03
-Activity (i +ii +iii +iv) ' |
Annual Revenue Requirement: ’
-_(Rs. in lakhs)
Sl Particulars Original Proposal Revised proposal
No. ‘ For cargo For For cargo For
handling | bagging | handling | bagging
(excluding and {excluding and
bagging | stitching | bagging | stitching
plant) services | _ plant) services
{i). | ROCE @ 16% 2645.50 256.82 2803.98 776.82
on capital cost B
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(d).

(ii). | Operating cost 347749 | 27667 | 4021311  904.78
(iii). | Total Revenue | 6122.99| 53349 | 682529 1681.60
Requirement

The revised estimated Annual Revernue Requirement cargo handling
activity is apportioned @ 96% for handling charges, 2% each for storage
and miscellaneous charges as given below:

__(Rs. in lakhs
Sl. Particulars Apportioned
No. estimated revenue
_requirement
(i}. | Handling charges (Rs.6825.29 lakhs x 6552.28
1 96%) o }
(). | Storage charges (Rs.682529 lakhs x 2%) | 136.50
(). | Miscellaneous charge (Rs.6825.29 !akhs 136.50
| x2%) B DU
Total Revenue Reguirement from ! 6825.29
cargo handling activity

The VPT has stated that one of the bidders has suggested to change the
apportionment of revenue for storage charges from 5% to 1% at par with
coal and iron cre. However, as there are no specific guidelines for
fertilisers and keeping in view the fact that combination of guidelines of
multipurpose berths and specialised terminal has been considered,
revenue is apportioned at 96%, 2%, 2% at par with upfront tariff fixation of
multipurpose cargo berth.

Proposed upfrant tariff to meet the revised estimated revenue requirement
As:

(0. Composite coal handling charges:
o .{Rate in Rs. per tonne)
Nomenclature Foreign
Finished fertilisers excluding murate of phosphate | 15240

(ii). Bagging and Stitching charge (for capacity of 25 lakh tonnes) -
Rs.67.30 per tonne

(iii). Storage charges:
(a). Free period:

Import carge - - 5 days

(iv).

(b}). Storage charge for balance carge remaining beyond the
free period:
Sl Particulars Rate per tonne per day or
No. part thereof (in Rs.)
_(i). | Forthe first 5 days 1.60
(i) | 6" to 10" day 240 -
(ii). | Beyond 10" day 320

Miscellaneous charge for

fumigation, carge security, etc
proposed at Rs 3.20 per tonne.
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7.2. A summéry of the querles raised wde our fetter dated 15 ‘October 2009 and the
clarifications furnished by the VPT vide its letter dated 11 November 2009 thereon are tabulated
hereunder:

St Queries raised by us. - Reply received from VPT

No. :

0.

The VPT has clarified that since there are
no norms prescribed in the upfront tariff
guidelines for mechanised handling of
fertilizers; the -handling rate has been
considered at 25000 tonnes per day based
on its own assessment. In the calculation

furnished, it is observed whiist the port has |

reckoned 70% capacity utifisation factor as
per the norm prescribed in the guidelines

| for arriving at the optimal guay capatity,

each factors therein such as handling rate,
number of hours, etc, has also- been
scaled down by the port. In this regard the

following may be clarified:

{@). The basis for considering the net pay
load capacity of grab at 60% of the
designed capacity.

(b). The number of hour is restricted to 21

hours in a day for arriving at the handling-

rate when the formula for quay capacity
already recognizes 70% of the maximum
capacity as the optimum capacity.-

| the - optimal
guidelines is reckoned towards norms of |

(a). Unioading rate of 25,000 tonnes per

day is considered as per the justification
given in TEFR. The proposal is to install 2
unloaders of 800 tonnes/per capacity with
35 Mts. grab for each. Net lifting capacity at
60% (approximately) of the designed
capacity is considered excluding tare

‘weight of grab, which is around 40% of the

designed capacity.

{b). As regards to number of hours, 3 hours '
loss of time per day is considered for 3
shifts due to berthing and unberthing of

vessels moving between holds, working |
" arrangement ke hatch arrangements and

shift changes ete. With reference to 70%
of efficiency. factor, it is stated that the

- grabs canhot be utilized at the same level

of efficiency during 21 -hours continuous of

-working.due:to the reasons of variations in

grab’ pickup. in. the. start: of the work till-

|: completion. Variation in: density of different

types of fertilizers ranging 08 to 12
tonnes/cum. 70% of maximum capacity as
capacity . as. per TAMP

@.

| provider

The capacity of the mechanised handling |-
1 facilty is

restricted to the capacity
assessed for bagging and stitching
services. There are no norms prescribed

in the upfront tariff guidelines for bagging

and stitching service. In this regard, the
following points may be clarified with
reference to . the capacity of storage,
bagging and stitching- services computed
by the VPT:

(a). The bagging and stitching service
indicated at 8000 tonnes per day reportedly
achieved by the two private warehouse
may be substantiated by

berth occupancy out of 365 days.

(a). The information has been obtained
orally.
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- plant it
- evacuation of cargo by rail i. e. at 7000 per

" documentary evidence. The gquantum of
stitched by |

fertiliser bagged and
Coromandel Fertilisers Limited providing

mechanised fertiliser handling facilities at a |

berth of VPT may also be indicated along
with details of area utilised, number of
bagging plant, etc.

{b). Explain the reasons for considering the
capacity of bagging plants only at the level
of 8400 Tonnes Per Day (TPD). Further,
for calculation of the capacity of bagging
is further restricted to the

day. The possible mechanisms of
improving the capacity of bagging facility
and evacuation facility may please be
examined in depth so as to remove the

limitations placed on the terminal capacity. !
. 22.10.2009, the bidders expressed that

It is to be borne in mind that upfront tariff is
fixed for a period of 30 years and there will
be no or limited scope to review the rates
subsequentiy.

{c). The capacity of the silos is estimated at
12000 tonnes per day. it is understood
from the project feasibility report furnished
by the port (page 35) that the cargo from
silos will be transported to the existing two
private warehouses which are already
handling bagging and dispatch of 8000

| tonnes per day. Explain why the capacity

" of silos is determined with reference to
| 8000 tonnes per day, when the actual
“ cargo handled (bagged and stitched) is
' reported at 8000 tonnes per day.

(d). Explain why the capacity of silos is to
be restricted {o the bagging and storage
facility provided by the existing two private
service provider and that toc based on the
existing facilities provided by them. It is not
necessary that the existing arrangement
would continue for the next 30 years

“lost  for

(b). The capacity of Bagging plant is
envisaged at 8400 TPD. The evacuation of
cargo by rail at 6,960 tonnes per day was
considered based on 3 train loads of 40
Nos. wagons of 58 tonnes wagon each (3
rakes x 40 wagon x 58 tonnes), The
limitation for evacuation upto the level of
bagging plant is due to the limitation in
existing holding lines,

During the joint hearing held by TAMP

with two half rake sidings. evacuation of 3
rakes per day will be difficuit due to time
operational requirement  like
shunting, regrouping etc The aspect was

“reviewed in light of the observation made
i by TAMP and queries made by bidder and
i an additional land of 8 acres is considered
i to enable to handle full rakes of 3 to 4 per
~day and accordingly terminal capacity is

. efficiency factor of 75%

increased to 4.3 MTPRA from 2 § MTPA.

(c). As per TEFR, the quantity of fertilizers
o be transported 1o the existing
warehouses is assumed as 8 000 tonnes.
The designed capacity of existing bagging
plant is 84000 TPD. Keeping in view
of designed

* capacity of bagging plant was for suitable

evacuation of cargo from silos, the capacity
of silos was considered at 6000 T

{d) KRIBHCO is one the mmporters, Other
major mporters who are utilizing the
existing bagging plant will be continued to
use the same facility even after the new
bagging plant commences it operation. If
the importing who are ulilizing existing
bagging plant on some commercial
arrangements are compelled to ulilize the

' new bagging plant, there is a possibility of

not importing the carge at the proposed
facility leading to under utilization of the
berth. Hence some portion of the cargo is
envisaged {o continue to utilize at the
existing bagging plant and accordingly
separate charges are worked out for

© bagging and stitching charges

' Regarding the continuation

of existing !

tarrangement, it 18 commercial decision to
 be taken up by the Importer

[Part HI—SEC, 4]
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(e). The port is again advised to examine
all the possible ways of increasing the
capacity of .storage, bagging and
evacuation facility both by rail as well as
road movement so as improve the terminal
capacity.

{e). Due to allotment of 8 acres land
additionally for the yard, the terminal
capacity is increased to 4.3 MTPA from
eaflier proposed capacity of 3.9 MTPA.

(iil).

Despite specific request, the VPT has not
fumnished the supporting documents / rate
analysis to validate estimates of capital
cost. It is; therefore, reiterated that copies
of supporting documents / calculation / rate
analysis may be fumished t¢ justify the
estimation of civil capital cost giving

_| references to the main sheet to co-relate
1Tthe figures.

The estimation of equipment cost stated to

be based on the current prices / budgetary |

quotes and prices of work recently
undertaken by the port may also be
established with necessary documents.
Please confirm that all the capital cost
figures are updated as on 1 January 2009.

Copies of the rate analysis consudered
during 1™ July '09 in respect of civil works
are enclosed (these documents are not
fumished). With regards to mechanical
and electrical 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.

(iv).

The lease rent for the area to be used for
providing bagging and stitching service
may be recognised while determining the
upfront tariff for the bagging / stitching
service instead of reckoning this cost for
determining the upfront rate composite

_handling (excluding bagging and stitching).

The area for the bagging piant after
additional allotment of 8 acres is 69,816
Sq. yards and accordingly the lease rentals
has been worked out and included in
bagging and stitching charges.

(v).

The port is advised to review and revise
the storage charge proposed for the first
slab taking into consideration the time
factor. Consequently, the rates for
subsequent slabs may also be modified.

Time factor of 5 days has been reckened

-with and accordingly storage charges have

been reworked in the revised proposaf

‘dated 11 Novernber 2009..

(vi).

Since the handling rate of general cargo
(steel and bagged cargo) is different from
fertiliser, please explain why a differentiat
composite handling rate is not proposed
taking into consideration the different level
of productivity of the two cargo items.

Handﬁng of General cargo is not under the

scope of BOT Operator.

7.3.

As decided in the ]omt hearing, the

port has also furnished the reiated

infrastructures improvement plans which is summarised below:

(i).

ii).

(ii.

| (:N)i .

4843 GI/0S—8

Deepening and widening of Inner Harbow entrance channel and turing circle to
11m. draft vessels was completed and deepening and widening of inner Marbour
entrance channel and turning circle to 12.5m. draft vassels has been taken up and
is expected to be completed by October 2010,

Port connectzwty road of 12.5 kms. connecting National nghway as joint venture
with NHAI is operational which will enable free ﬂow of movement of cargo.

Development of road infrastructure and fiyover bridges in phases at an estimated
cost of Rs.215 crores. Other Road lmprovernent proposals include development
of road infrastructure and flyover bridges in 11" plan, strenigthening of existing two
lane roads including rehabilitation of bridges, development of internal roads to
connect the Port connectivity road.

_ Expression of Interest nmtlated for deveiopmient of Truck terminal to have parking
facilities for 1000 nos. trucks (approx) and 20 nos. irailers and sesociatey facilities
" with efficient communication system between place of loading/ umowmg and

parklng; area.
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(V). The port owns, operates and maintains 200 kms. of track length. There are 12
sidings and 17 open terminals in the port railway system. There are plans to
develop 16 more sidings by 2007-12. The following are the rait connectivity
proposals:

{(a}. Modernization of railway siding facilities at an estimated cost of Rs.25
crores is under progress,

(b). Revamping of East vard raiway lines has been tsker up and is
progressing at a faster pace for facilitating loading of 8 full rakes as
against 9 half rak:s.

{¢}. Development of interchange vard at Vadiapudi and recepticn and dispatch
yard at Mindi and associated faciities at an estimated cost of Rs.B1 crores

{vi). Other logistics.

(a). Procurement ¢! launches and barges is under  progress.

(b). 3 nos. Locos of 3100 HP locos have been procured.

{c). Tenders invited for Hiring of High power Tugs which 1s in advanced stage
of action.

(d). Work order issued for procurement of 2 nos. High power Tugs and is

under progress.

74 With reference to the decision taken at the joint hearing as brought in para 8.2. {i)
and (ui} above, the VPT has vide email dated 11 November 2609 forwarded its revised proposal
dated 11 November 2009 and details infrastructure improvement to the concerned users / user
associations / prospective bidders. No specific comments from users / bidders is received on the
revised proposal of the VPT. The port has, however, stated that KRIBHCO and M/s.SICAL
Logistics Ltd. have furnished their comments to VPT. The port has furnished the comments made
by KRIBHCO and the remarks of the port thereon.

8. The proceedings relating 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://tariffauthority. gov.in

9. With reference to totality of the information conected during the processing of this
case, the following position emerges:

(i). The proposal of the Visakhapatnam Port Trust (VPT) to fix upfront tariff cap for
installation of mechanised fertiliser handling facilities at Visakhapatnam Port Trust
(VPT) is in pursuance to the guidelines for upfront tariff fixation issued by the
Ministry of Shipping, Road Transport and Highways (MSRTH) in February 2008
which require upfront tariff setting for projects envisaged to be developed by Major
Port Trusts on Public Private Participation (PPP) basis.

As per Clause 2.2. of the guidelines of February 2008 for upfront tariff setting for
PPP Projects at the major ports, the upfront tariff caps to be prescribed would be
applicable to all the projects to be bid out for mechanised fertiliser handling
facilities at the Visakhapatnam Port Trust during the next five years. It is
noteworthy that the VPT is well aware of this position,

(in). It can be seen from the narration of factual position reccrded in the earlier part of
this Order that the VPT has modified its proposal four times since its original
proposal filed in May 2009 (received by us in end of July 2009). The capital cost
estimated in the original proposal of May 2009 was Rs.181.39 crores which has
been revised after the joint hearing. Based on the suggestions made by some of
the bidders, the port has reviewed its earlier proposal and proposed to allot
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(i).

(iv).

additional land to develop full rake siding facility. it has also included 2 reclaimers,
8 nos. of front end loaders and cost of 1 plat form and additional conveyor. The
VPT in the revised proposal dated 11 November 2009 has accordingly revised the
estimated capital cost to Rs.223.80 cores and has confirmed that the revised
proposal has been circulated to the concerned users / bidders.

The last revised proposal filed by the VPT dated 11 November 2009 along with
the information / clarifications furnished during the processing of the case is
considered in this analysis.

It may be relevant to mention that the tariff guidelines of 2008, do not stipulate any
exclusive norms for mechanised fertiliser handling facilities. The port has,
therefore, adopted the norms prescrﬂ‘)ed for multipurpose berth to the extent
relevant with updation and revision wherever necessary. Citing that the some of
the facilties envisaged for mechanised fertiliser handling are similar to
(mechanised) coal handling terminal, the VPT has also adopted the norms
prescribed in the guideiines for coal terminal for some of the items such as
estimation of power cost, repairs and maintenance cbst, capital items of civil
works and mechanical equipment, efc. to the extent relevant for the fertiliser
handling facility proposed. Some of the users / bidders consulted in the case have
also suggested adopting the norms prescribed in the guidelines for coal terminal
since the mechanised handling facility proposed by VPT are to some extent
comparable to caal terminal.

It is found that only the handling norms for general cargo and the normative free
period are adopted from the multipurpose cargo terminal. The revised proposal
filed by the VPT are mainly found to be adopting the norms prescribed for coal
terminal for reasons already cited by the port with necessary revisions and

" -updation for the mechanised handling facility envisaged by the port. Deviations

proposed in some of the norms / parameters are, infer alia, discussed in the
subsequent paragraphs. '

Optimal Terminal Capacity:

(a). Optimal Quay Capacity:

(). Optimat ‘quay capacity of the -mechanised fertiliser handiing
terminal is assessed at 6.17 Million Tonnes Per Annum (MTPA).
The percentage share of capacity of Murate of Potash (MOP) is
assumed at 24%, other fertiliser at 72% and general cargo viz.

steel and bagged cargo at 4%. The share of cargo capacity -

assumed by the VPT is relied upon. In any case this will not
make any impact on the final optimal capacity of the terminai
which is limited by the storage and silos capacity.

- (ii). ~ The handling norms prescribed for fertiliser in the upfront tariff
guidelines for multipurpose cargo terminal is 10,000 tonnes per
day for vessels more than 30,000 tonnes parcel size and 7500
tonnes per day for lower parcel size vessels. The port has
clarified that the handling norms for fertiliser prescribed in the
guidelines for multipurpose cargo berth are for a semi
mechanised handling whereas the VPT envisages mechanised
handling of fertiliser. Thus, the handling norms prescribed in the
guidetines for fertiliser for a multipurpose cargo terminal are not
relevant.

(iii). The VPT has considered the handling rate for fertiliser at 26000
tonnes per day based on the -two unloaders proposed to be
deployed. ‘One of the bidders KRIBHCO has pointed out that the
handling rate assumed by the port is on the higher side. The port
has, however, fumished the basis for arriving at the handling rate.
In the absence of any specific handling norms prescribed in the
guidelines for mechanised handling of fertiliser, the handling rate
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(iv).

assumed by the VPT is relied upon in the upfront tariff calculation.

Itis notable that the quay capacity is not a constraint in the instant
case but, the capacity of storage and silos is the limitation factor.

For general cargo viz. steel and bagged, the port has considered
the handling rate at 4000 tonnes per day as per the norms
prescribed i the guidelines for multipurpose cargo berth. K is
presumed that the general cargo may not be utilizing the
mechanised handiing faciities proposed to be deployed which is
mainly for fertiliser handiing which is the predominant cargo. The
handling rate for general carge considered by the VPT is adopted.

‘At the handiing rates procposed by the VPT. the optimal quay

capacity of the terminal werks out to .17 MTPA.

{b). Optimal Capacity of Bagging Plant and Silos:

().

(ii).

iif).

The optimal capacity of bagging plant and silos determined by the
VPT in the revised proposal is 4.30 Million Tonnes Per Annum
which is the sum of storage and bagging piant capacity assessed
at 2.52 Miflion Tonnes Per Annum and capacity of silos
determined at 1.8 Million Tonnes Per Annum.

As stated earlier, the upfront tariff guidelines of 2008 do not
prescribe any norms for mechanised handling of fertiliser. No
norms are, therefore, available in the guidelines for determining
the capacity of bagging plant and silos facility envisaged by the
port for fertiliser handling terminal. Hence the approach and the
basis adopted by the VPT for arriving at the optimal capacity of
the Bagging plant and silos is relied upon subject to some
modifications which are expiained in the subsequent paragraphs.

In the proposals filed by the port prior to the revised proposal
dated 11 November 2009, the capacity of the bagging plant was
determined at 8400 tonnes per day. However, for arriving at the
optimal capacity of the bagging plant as a whole. the productivity
was assumed at 7000 tonnes per day based an the expected
evacuation of cargo by rail. The port was advised to examine the
possibility of increasing the capacity of bagging plant and silos to
minimize the mismatch between quay and yard capacity. Even
some of the bidders have pointed out the need for additionat
storage area and improving the rail side facilities for better
evacuation of cargo.

The port has accordingly, in the revised proposal considered
additional area of fand to match the evacuation of cargo with the
output of bagging plant assessed at 8400 tonnes per day. The
capacity of bagging plant is thus arrived at 2.52 Millicn Tonnes
Per Annum {(MTPA) by the VPT based on the revised productivity
of bagging plant and reckoning 300 days. None of the users have
raised any objection on the bagging capacity proposed by the
port. The optimal capacity of bagging plant assessed by the VPT
based on bagging service of 8400 tonnes per day is relied upon
and accepted subject to taking the number of days in a year as
365 and applying the 70% optimum utilisation factor to the annual
capacity as per the general prescription in the guidelines.
Accordingly, the optimal capacity of the bagging piant works out to
2.15 MTPA.

The optima! capacity of silos is determined by the port at 1.80
MTPA by taking the stcrage capacity at 12000 tonnes per day.
For arriving at the optimum annual capacity of the silos, however,
the capacity 's lowered tc 8000 tonnes per day based on the

{PArT ITI—SEC. 4]
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capabilities of bagging and dispatch service available at the

existing -two private warehouses operating outside the port and-

applying the optimum efficiency factor of 75% thereon and
reckoning 300 days. '

As far as the project is concerned, the service envisaged is ship - -

shore handling, movement to silos and delivery in bulk form with
reference to cargo moved through silos. Delivery is envisaged in
bulk form and not in bagged form. It may not be necessary that
only the existing warehousing services would continue and with
the existing capacity at that, for the next 30 years. Further, it may
not be necessary that all the cargo moved from silos in the bulk
form would avail bagging services only from the existing two

private warehouses. Even the port has admitted that continuation

of existing warehousing arrangement is a commercial decision of
the operator. That being so, limiting the capacity of the silos
solely based on the capacity of the bagging service provided by
the existing two private warehouses is found to be extraneous and
not relevant in the normative method followed.

The optimal annual capacity of the silos is revised based on the
storage capacity of silos assessed by the VPT ie. at 12000
tonnes per day and the number of days in a year is taken at 365
and the normative utilisation level of 70% is applied for
determining the optimum capacity. Accordingly, optimum capacity
of silos works out to 3.07 MTPA, )

Subject to the above modifications, the sum of the optimum

capacity of bagging plant and silos is determined at 5.21 MTPA,
(c).  Optimal Terminal Capacity: |
The bptimal capacity of mechanised handling of fertiliser is considered at

521 MTPA in the calculation of upfront tariff being lower of the two
capacities i.e. quay and capacity of bagging plant and silos.

Capital Cost:

The revised capital cost -for the mechanised fertiliser handling facilities is
estimated at Rs.223.80 crores. As stated earlier, the port has at the request made
by the bidders proposed additional storage area for development of conveyors

- and rail platform, and additional equipment viz. 8 front end loader and 2
‘ reclaimers.  The port envisages the operator to develop and operate mechanised

fertiliser handling facilities at the existing operational berth. The estimated capital
cost, therefore, does not include cost for construction of berth. The port has
confirmed that all vessel related services will be. provided by the port and,
therefore, relevant tariff for such services will be levied by VPT based on its Scale
of Rates. : ' .

The upfront tanff guidelines for coal terminal broadly indicate the civil works
involved and require to rely on the estimates the civil cost made by the port. The
items of civil works estimated by the VPT follow the broad indicative list prescribed
i the guidelines for the coal terminal. In addition to that port has included some of
the items like silo farm, hopper track behind the berth, trucking parking area,
provision for environmental works, etc. based on the handling facilities envisaged
for fertiliser cargo.

The port has considered 2 unlocaders, conveyors, and electrical works apart from
additional equipment as suggested by some of the bidders. Since part of the

- optimal capacity is likely to avail bagging service and part of the cargo capacity is

expected to be delivered from silos in bulk form, the capital cost relating to
bagging plant is estimated separately. Cost of some common expenses like
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{vi).

{vii}.

{viil).

drainage, building, etc. are, ﬁowever, apportioned equally between the cargo
handling faciiities and bagging plant.

The port has clarified that in the absence of any norms prescribed in the
guidelines for mechanised fertiliser handling, civil work and equipment proposed
by the port are based on the handling facilities envisaged to be developed.

It is noteworthy that clause 3.2 of the guidelines for upfront tariff setting give
flexibitity to this Authority to make necessary adjustment in the norms based on
justification furnished by the port and in view of port specific conditions having
impact on the norms prescribed in the guidelines. It is relevant to mention that
none of the users/ bidders have made any pointed objection on the civil work and
equipment proposed by the VPT except certain specific issues of inadequate
storage yard and requirement of additional front end loaders and reclaimers which
has been addressed with by the port in the revised proposal.

The estimation of civil and equipment cost made 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 furnished supporting
documents / rate analysis etc., to validate the estimates of capital cost with
reference to the unit rate adopted for civil work and equipment cost

The Port has clarified that the estimates of civil works are based on rate analysis
during 1°' July '09. With regards to mechanical and electrical equipment cost, the
port has explained that the manufacturers normally do not give budgetary offers to
non-buyers. The port has confirmed that the estimates are based on the recent
purchases of similar equipment by other major ports and that the rate adopted is
based on prevailing market rates. Based on the clarifications furrished by the
port. the capital cost estimates furnished by the port are relied upon subject to
medification in the estimation of miscellaneous capital cost as explained in the
subsequent analysis.

With reference to misceltaneous capital cost, the guideiines for coal handling
terminal prescribe a norm of estimating this item at 5% on civil and equipment
cost. The norm prescribed in the guidelines for other bulk cargo handling is also
at the same level. KRIBHCOQ and M/s.SICAL Logistics Limited have, however,
pointed out that the estimate of miscellaneous cost adopting the norm of 5% is on
the lower side.

The VPT has in the revised proposal has estimated miscellaneous capital cost at
8% on the civil and equipment cost based on a suggestion made by an expert of
Public Private Participation Appraisal Committee (PPPAC) to consider 12%
towards miscellaneous cost. The estimation of miscellanecus capital cost is not
found to be in line with the norms prescrioed in the guidelines. The reasons for
considering deviations are also not brought on record with necessary analysis to
justify the modified norm proposed. It is relevant to state here that the
Miscellaneous Capital Cost in the upfront tariff setting at other Major Port Trusts
has been estimated following the norms prescribed in the guidelines. No
extraordinary circumstances is brought out by the port warranting deviation from
the norms prescribed in the guidelines only in its case. That being so, the
estimation of Miscellaneous Cost considered as per the norms prescribed in the
guidelines for coal and other bulk cargo handling terminal.

Subject to the abcve modifications, the total capitai cost for cargo handling service
is estimated at Rs.21758.36 takhs. This includes Rs.4720 26 lakhs estimated for
bagging and storage plant and Rs.17038.10 lakhs for cargo handling service
excluding bagging and stitching service.

The return on capital employed is estimated at 16% of the estimated capital cost
as per the norms prescribed in the guidelines. This warks out to Rs 2726.10 lakhs
for cargo handling service (excluding bagging plant) and Rs. 75524 lakhs for
bagging and storage plant.
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(ix).

(a).

(b).

(c).

().

ing Cost:

The power cost is estimated by the port adopting the consumption norms
prescribed for coal handling terminal i.e. 1.4 units per tonne citing that the
facility envisaged by -it for mechanised handling of fertiliser handling
consists of unloaders, conveyors, reclaimers., etc. which are similar to
mechanised coal handling system. The port has also ascertained the
power consumption from Coromandel Fertilisers Limited which is
reportedly in the range of 1.25 to 1.4 units per tonne. For bagging plant,
the VPT has considered power consumption of 0.50 units per tonne as
ascertained by it from one of the existing facilities.

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 liquid cargo berths, unit rate of power at

Rs.6.20 was considered,

The port had earlier estimated repairs and maintenance at 5% of the
equipment cost based on the norms prescribed for multipurpose cargo
berth. KRIBHCO has suggested to provide repairs and maintenance at
7% based on the norms prescribed in the guidelines for coal and iron ore
terminal. The bidder has infact requested to provide 5% -additionally
towards repairs and maintenance cost due to corrosive nature of fertiliser.
In the revised proposal, the repairs and maintenance is estimated @ 7%
of equipment cost as per the norms prescribed for coal terminal keeping in
view the fact that, the equipment proposed and method of handling from
ship to storage for fertilizers is similar to that of coal terminal. Based on
the clarification furnished by the VPT, repairs and maintehance cost
estimate is accepted. ' :

As per the norms prescribed in the guidelines for coal terminal, the repairs
and maintenance cost on civil work is estimated at 1% on the civil cost,
insurance cost at 1% of the gross fixed assets and other expenses at 5%
of the gross value of fixed assets.

Depreciation is computed @ 3.34% on civil cost and 10.34% on
equipment cost as per the rates prescribed in the Companies Act under
the SLM for the relevant group of assets.

Lease rentals is calculated for the area proposed to be allotted for storage
yard and bagging plant, silos, conveyor gallery etc. The guidelines for
upfront tariff stipulate that lease rent for port land is to be estimated based
on the rate prescribed in the Scale of Rates of the respective major ports.

The port has submitted that proposal for revision of lease rentals for the
lands belonging to VPT which is due for submission for quinquennium
2008-13 has not yet been finalised as land valuations by District Revenue
Authorities (DRA) is awaited. With reference to land proposed to be
allotted at Zone 1C, the VPT has provisionally adopted the base rate
approved by this Authority for the quinquennium 2003-08 subject to
escalation @ 2% per annum compoundable as provided in Government
policy guidelines on Land Management dated 8 March 2004. Similar
approach was followed while determining upfront tariff for liquid cargo
terminal and multipurpose cargo terminal of the VPT in February 2009.

The lease rental approved by this Authority for the Quinquennium 2003-
2008 vide Order No.TAMP/41/2005-VPT on 22 April 2008 does not,
however, cover Zone XA and XB. The port has clarified that the annual
lease rent for land at zones XA and XB is arrived adopting the valuation of
land fixed by the DRA, for quinquennium 2003-08 and applying 6% return
as per the Government guidelines and applying annual escalation of 2%
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(x).

per annum to arrive at the rate for the year 2009 which 1s also as per the
Government guidelines. it is noteworthy that the port has recently
submitted a separate proposal for fixation of lease rentals in respect of
these zones on the same lines.

Since the lease rentals for the Zone XA and XB are not approved by this
Authority for the quinquennium 2003-08, and also recognising the
proposal in this regard is recently filed by the VPT, this Authority relies on
the valuation of Jand provided by the District Revenue Authority (DRA)
which is considered by the VPT for arriving at the lease rental. The
approach adopted in arriving at the base lease rental applying 6% return
and 2% annual escalation is in line with the Government guidelines on
land policy and hence is accepted. In case the revised lease rental for the
quinguennium 2008-13 comes into force before issue of the RFP for the
proposed fertiliser handling facility, then the port may approach this
Authority to review the upfront tariff with reference to this item.

The statement for fixing upfront tariff submitted by the VPT has been modified in

line with the above analysis. A copy of the modified statement is attached as
Annex -

(a). The total revenue requirement from cargo handling service (excluding
bagging plant) is estimated at Rs.6797.17 lakhs which is the aggregate of
operating cost of Rs.4071.07 lakhs and Return on investment of
Rs.2726.17 lakhs.

The total revenue requirement from storage and bagging service is
estimated at Rs.1640.95 lakhs which is the aggregate of operating cost of
- Rs.886.71 lakhs and Retdrn on capital cost of Rs.755.24 lakhs

(b). The VPT in the revised proposal has apportioned 96% of the total
estimated revenue requirement from carge handling service (excluding
bagging plant) handling charges, and 2% each towards storage and
miscellaneous charge based on the revenue apportioned in the upfront
tariff set for muitipurpose cargo berth by this Authornty for the port of
Visakhapatnam in February 2009,

Since the facility envisaged by the VPT is similar to coal handling terminal
as reported by the VPT and also recognising that norms prescribed for
coal terminal are adopted for estimating most of the capital cost and
operating cost items, it is found more appropriate to apportion the revenue
requirement following the norms prescribed in the guidelines for coal
terminal. Even the bidder KRIBHCO and M/s. Sical Logistics Limited have
suggested to apportion revenue requirement following the norms
prescribed for coal terminal. Accordingly, 98% of the estmated revenue
requirement is apportioned to handling activity and 1% each to storage
activity and miscellanecus services as per the norms prescribed in the
guidelines for coal terminal.

(c). As the handling rate for general cargo assumed is different from fertiliser,
the port was advised to consider proposing a differential composite
handling rate for generat cargo viz. steel and bagged cargo. The port has
not proposed separate rate for steel and aged cargo citing that handling of
Generat cargo is not under the scope of BOT Operator. it is relevant to
mention that in the quay capacity calculation, the port has assumed share
of general cargo at 4%. Recognising that the facility is mainly for
mechanised handling of fertiliser cargo and also the share of general
cargo is not very significant, the same rate as prescribed for the fertiliser
handling is prescribed as upfront tariff cap.
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‘Based on the optimal capacity of the terminal assessed at 5.21 MTPA, the

upfront handling rate (excluding the bagging and stitching service) to meet
the estimated revenue requirement of Rs.6661 .23 lakhs from cargo
handling service works out to Rs.127.85 per tonne.

Though, the upfront tariff. cak'_:ulation is made by-the port separately for
composite handiing service (excluding bagging and stitching) and bagging

and stitching service, the VPT has proposed to prescribe in the Scale of

Rates a composite rate including bagging and stitching and a separate
handling rate is prescribed if cargo does not avail bagging and stitching
services. o .

in the upfront tariff schedule approved, the cargo handling charges
(excluding bagging and stitching service) and upfront tariff cap for bagging
and stitching service are prescribéd separately as some part of cargo
capacity is not likely to avail the bagging and stitching service.

Consequent to the above change in the tariff structure, the proposed Note
no.1 under Schedule 2 — Cargo handling charges defining the services
included in the composite handling service is suitably modified to exclude
the facilities relating to bagging and stitching service. The Note no.1 in
Schedule under Cargo handiing charge is modified to state that composite

-handling charge includes uploading of the cargo from the vessel including

stevedoring and transfer of the same up to the point of storage, storage at
the stackyard/ silos up to a free period of 5 days, loading cargo onto
trucks_ / railway wagons. The composite charge also includes wharfage

‘and supply of labour, wherever necessary and all other miscellaneous

charges not specifically prescribed in the Scale of Rates.

As regards the tariff for bagging and stitching service which is a separate
supporting facility envisaged, the port has apportioned the revenue
requirement from bagging and stitching service over the estimated
capacity of the facility. The approach adopted by the VPT in arriving at
the upfront tariff for bagging and_ stitching service is accepted subject to
modification made by us in the estimated revenue requirement and
optimal capacity of bagging, storage and stitching plant. The upfront tariff
for bagging and stitching service iy thus arrived at Rs.76.46 per tonne as
against Rs.67.30 per tonne proposed by the VPT.

in the proposed Scale of Rates, the VPT has proposed free period of 5
days for import cargo and 15 days for export cargo. The free period
proposed for export cargo is not found relevant for fertiliser handling as
port only envisages import of this cargo as the port do not consider any

. export of cargo. .

The VPT has assumed 40% of the total cargo wili attract demurrage. it
has furnished catculation in support of its assumption. It has proposed the
rate for the first slab (6™ day to 10" day) at 1.60 per tonhe. For the
subsequent two slabs, it has proposed the rate &t twice and thrice the rate
of the base slab.

In view of modification in the optimal terminal capacity and estimated
annual revenue reguirement -apportiofied to storage sefvice, the unit
storage charge proposed by the VPT has been modified keeping the siab
structure adopted by the VPT unaltered.

" Consequently, the storage chatge for the first stab is-Rs.0.65 per tonne

per day or part thereof. The rates for the subsequent slabs are

_determined accordingly.
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{h). Based on the modified revenue requirement and modified optimal
capacity, tariff cap for miscelianeous charge is prescribed at Rs.1.30 per
tonne as against Rs.3.20 per tonne proposed by the port. The
miscellaneous charge covers charges for fumigation, cargo security, etc.

{i}. The port has proposed concessional tariff for coastal vessel / coastal
cargo in 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 cargo is envisaged at the
proposed terminal. Though prescribing concession rate to coastal cargo /
vessel may not have any impact on the revenue realization. concessionail
rate is prescribed for coastal category in line with the Government policy
in this regard.

{xi}. Definitions of some of the common terms like foreign going vesse!, 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, Definition
of week proposed by the VPT in the upfront tariff schedule is rot found to be
relevant and hence deleted.

(xit).  Some of the common conditions stipulated in the guidelines of 2005 and uniformly
prescribed in the Scale of Rates of other major ports / private terminals such as
users should not be required to pay charges for delays beyond reasonable level
attributable to the private terminai operator, 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.

(xiii). The WVPT 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.

(xiv).  Recognising that conditionalities fixed now would 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
Rate of the State Bank of India in line with the provision prescribed in other upfront
tariff cases decided by this Authority

10.1. As per clause 2.8 of the Tuidclines, the tariff cans will be indexed to inflation but
only to an extent of 80% of the variation in Wholesale Price Index (WPI) occurring between 1
January 2008 and 1 January of the refevant year. Such automatic adjustment of tariff caps will be
fnade 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 July 2009 as reported
by the VPT, it is found appropriate and relevant to prescribe the base WP to be considered for
automatic adjustment every year as 1 January 2009 as rightly stipulated by VPT also in general
note 5 in the proposed Scale of Rates.

10.2. As specified in clauses 2.9.1. and 2.9.2. of the guidelines, befare 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,

10.3. 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.

10.4. The performance norms for the projects should be clearly brought out in the bid
documents. The private operator is expected to perform at least at the performance norms
brought out in the bid document/concession agreement.
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10.5. ' 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 enquire 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.

10.6. . 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 ﬁnancaal performance during the preceding
three months,

11. 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 mechanised handiing of
fertiliser at Visakhapatnam Port Trust attached as Annex - 11 '

RANI JADHAV, Chairperson

[ADVT 111/4/143/09-Exty.)
ANNEX - )
* FORMULATION OF UPFRONT TARIFF FOR IECHANISED FERTILIZER HANDLING FACILITIES AT VISAKHAPATNAM PORT TRUST
[Ra. In lakne)

Sr .
N - Revissd sstimates " Estimates of VPT
No. Particulars : fumished by the VPT |  modified by TAMP

1
{1 C
{a).]1Share of capacity of differsnt cargo itams

Parcentage share of capachy of Murate of Polash &1 24 24%

Parcendage share of capacity of other finfahed fadiliser {82} 72%) 72%

Percaniage share of capacity of gersral cargo - - (83} 4% %
b}-[shi in tannes per da : 1

- Handling rate of vessels camying Murate of Phospate P il N 25000 X

- Handiing rate of vessels iy other fin Sartili P2

- Handiing rate of vesseis Ciryilg general Cango [£2)] 4000
{c1|Guay Capacity = 0.7 (51" P I+ (S2 P2)+(53'P3)) 365 : S172A00 1w

Quay Capacity in_million tonnes / annum - §.17 £.17

{ii. |optimal Ca ™ Dosud SLOTROH
| {a].| Gapaci ofm lnd !l Plant
- Capan g_nx of storage shatl [ln tonnes { day),
|- Capacity of sed-ba at di
Cgm_of evacuation of camo (lonnes day)

Capacity of evacuation u!urqg {in hnnn Iper day) rounded off 1o say
Capacny of proposed bagging plant (tonnes/ annum} has considerad * 300 Girys =2,

MTPA. Inowr ul:ulauon the number of days is 365 and optimum utilisstion norm of T0%. is applied as

:
EZ

prescribed in the g 2820000 2144200
- Capachty of ud n lant (mRHON tonness annum z.si 21
|
{b).] Capacity of Silos i |
- Capacily of sitos (in tonnes / day) 122& C_120008
- Desi Sapacily of sxistin ard at a private warshoussitonnes/ - 8000 -
- Capacity thal can be achisved al 75% efficisncy (75% * BOOD lonnea) (lonnes/ day) 5000}
- Capacity of siles (in tonnes /per annum ) VPT has considered (6000 tonnes “300 days). In our
pacity of silos g mt!ooomnnnp-rm e number of days considecsd st 385§ -
and optimum utiksation nom of 70% is & as prescribed in b 1% 30%
- Capacity of silos {million tonnes/ annum) 1. N 3.0
fc).] Toual ¥ard capacity | n million tonnes / anum) {a + b) - d (XD
). -
Optimal capacity of the Terminat - lower value of the optimal quly upn:ny and optimal capecity 4.3n| 5
of storage and bagging plant and slios (in Millicn tennes/
— [
U _|Capital Cost - : i
-~ Cargo Handling Actly| ) Rs. In lakhs - RS. In lakhs
|0, Civll Cout . . .
. Hopper Track behind berh 69.35] 8935
- Conveyor Galeries 1609 42] 1600.42
[ Sito Farm - - B 1174,34] 1174.34
- Trucking parking areg - N 2.4 2224
- Transfer tower and Drive Houses 200.12 200.12
- D g Railway Tracks 11.08 - 11.68/
of surface roads 35| 33353
Surface Drainage {in the ravised proposal dltad T1.11.09, 5% app To siovage and bagging SJ
piant) 5. 55&
~Operational Buildings (n the revised proposal gAled 11,1108, 507K appomioned 1o SIOMge ang -
bagging plant) 15.01 5.0
~ Cusioms Compound wall (in the révisad pmpon Gated 17 ¥ WWW
Dagying plant) 22.24
- Provision for water suply B _- 1142
- Pravision for Envlmnm-nlal works i 27788
- Soil 9 . L . 16,67
Suetad ] 3.
(II) Cost ]
Smp nloader grabbing gamlries (2 ncs) ' 5781.27]
2 pyors (2580 mirs) 2863 4
- Elocmeal Works : 1028 4|
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1! Z = S S ]
- Recigimers (2 nos) 251263 251283
| |- Front and loaders (8 nos} 266.83 266.83
_ Subtots {ii) 12457.53 12457.53
(i), Cost of Bagging Plant
| |1 Civil work
s . 1083 88 1063.98
270164 2701 64]
) 22236 222._3g|
5.56 .56/
erational Buildings (50%) 1501 15.01
] Custams © d wall (50%) 2223 22.23
Subtotal (a} 4030.78
- Bagging Plants {2 nos) {machanical work) 444 71
| _ Subtotal |ili} 449549
{iv] Miscallaneous
- 8% on Civil Cos! and Equipment Cos! a! (a) and (b) {excluding bagging piant) 1258 14 811,34
- 8% o Civil Cost and Equipment Cost of bagging plant 35084 224779
o Subtotal (v 1657.74; 1038,11
[ ™" "I Total Capial Cowl for Handling Aciivity THv &+ W) ZIVE0 03 )
m Estimates Estirnates
Operating Cost for Ca i tivi xcluding bagging plant [Ra.In lakhs) {Ry.tn lakhs}
L. " |13 ©ower Cost (* 4 units per tonne * Rs. 620 per unit * optimal capacity) 372 24) N 452 23
{bj_Repar & Maintenance
-Civik Agsels (1% on civil work) 768} . 38y
B - Mechanical & Electrical Equipmant including spares (7% on mechanical and electrical works 872.03 47203

i) :nsurance; % on Gross _assel value) 175.25 170N
(d;. Devr=ciation '
ok ) 3.34% 125 89 1258

_ arical Work @b 10.34% 1283.11 1288.11
150 Fee 27285 e 27285
: ) " w Expensas (5% on gross value of assetsy B78.25 851.90
Operating Gost — 4021.30 £071.07|

v mated Revenye Rogisi & t tariff for Cargo Handling A

|Estimated Revenue Requirement _

Revanue Requir

| ta; Toiat Operating Cosi 402130 407197
ik Feturn on capital Employad @ 16% 2803 98 2728.10
|c} Total Revanue requiremant from cargo handling activity 6825.29 6797.17

| L) _jAppor of Py
\a1. Carge Handling Charges (VPT has apportionad 96% of ARR] Modified and apportioned ai 98% of

| iaRRy 552,280 8661.23

Storaye Charges (2% of ARR by VETY. (In madified caiculation by TAMP 1% of ARR apportioned) | 138 50 T 67.97

(¢ Miscellenzous Charge (2% of ARR appedioned by VFT) (in modified calcuiation by TAMP 1% of
£HR) . 136,50 _&797]
[ 7|ra).Total Reveénue requirement from carga handiing activity 82528 679717
Carge Handling charge [ excludin inig phat — e
| .. i) Garge Randiing Charge - e
—— Revenue Requirament (Rs in lakhs) 655228 oo, .. ... B661.23
| .. ] -<apacty (Million Tonnes per annum) 4.30 . - 5.21
- Composite Handling Charge Rs.per tonne (foreign) N
{excluding bagging and stitching service) . 152,40 . 127.88

Sturage Charge _ X .
_Revenue Requiramani (Ra. in lakhs) 136.50. §7.87

- % of Cargo to ativact storage charge 40% 40% |

. Capacily of cargo to attract storage ch: akh tonnes) 17.20 20.84
L. . . {i Free penog (Impost) &days| _ 5 davs]
2 urage Charge {beyond the free period) Rate Per tonne par day or part | Rate Per tonne per day or part
. N thereat I ihereaf
o five days . 160 EUPRER——
1 endayio10ih day . 2.40 I 0.98
. L' 1D agy onwards O U ) I |
" 4orsenmous Charge - R
B nguwement (Rs in lakbs) 0esy 67.97]
_ I Ay | Mattion Tennes per annum) 4.30 S 5.2
- wEceiaious Change per tonne 3.20 . 1.30
Wagrab ing and Stiching activity for cargo capacity of 21 lakh Estimatas Estimates
:c,nﬁg,_gmmmwmmg_q_mﬂ {Ry.in lakhs) [Rs.in lakhs)
»_Power Cost (0 50 units per tanne *_ uni-rale 8.20 * optimal capacity of bagging plant) 77 50 86.53
ik v & Mhai .
Tivii Aucls
_3i1% on arvil wodk 40.51 . .__A051
s hanical & Elumﬂrwlpml mcludupg‘mas (5% on mecharucal and elecincal works on Lhe
~riynal proposal. 7% on eal-wark in tha.rgvised proposal daled 11 11 2009)
3113 31.13
i }‘j“{’m (1% on-Grops fixaq asaels oxcluging bagging prant) 48,55 B e
a3l 135,30
45 5g) T 45.98
A - 283 05 ... _ 28005
: ! of a | 24276 236.01
Towal Cparaling Cosd 90478 8571
]
904 78 - __ 8B5.71

QAL ‘ﬁﬂ%&%ﬂ % 776 87 755.24
ich Toia Aovanwe rquisement from bagging and stitching activily 168160 1640.98|
- 1
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X & i
. Revanus Requirs: s ) lokch .1081,00 1640.95
.Capaciy of Bggind pisnt (iakh Tonnes p 21.46
i) A SHHChing . P €1.30] 7848
Vil |Cargo handling Charge preposed (Rs. per tonna}
- 2% He g rpe {Excluding bagg 152,40 127.85
B7. 7848
Annex - 11

" VISAKHAPATNAM PORT TRUST

UPFRONT TARIFF SCHEDULE FOR MECHANISED HANDLING OF FERTILISERS .

1.4. DEFINITIONS

1.2,

In this Scale of Rates uriless the context otherwise requires, the following definitions shall

apply:

{i).

(ii).
(iii).

"Coastal vessel' means any vessel exclusively 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.

"Foreign going vessel" means any vessel other than a Coastal vessel.

“Day” shali mean the period starting from 6.00 A.M. of a day and ending at 6.00

A.M. on the next day.

GENERAL TERMS & CONDITIONS

{i).

(ii).

().

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 vesse! 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 relevance for this purpose.

(a). The cargo related charges for all coastal cargo other than crude including
POL, Iron ore and Iron pellets and thermal coal should not exceed 60% of
the normal cargo related charges.

(b).  In case of cargo related charges, the concessidnal 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.

(c). 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.

(d). The charges for coastal cafgo / containers / vessels shall be denominated
and collected in Indian rupee. '

Interest on delayed 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 o
delayed refunds. _ :
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(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

(). The delay in payments by the users will be counted only 10 days after the
date of raising the bills by the terminal aperator. 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.

(iv} In calculating the gross weight or measurement by volume or capacity of any
individual item, fractions upto and inclusive 0.5 shall be taker as 0.5 unit and

fractions of above 0.5 shall be treated as one unit, except where otherwise
specified.

(v). All charges worked out shall 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 : J(rkei)o)%e,
rebates and discounts are floor levels. The terminal operator may, lj,thé?
S0 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 governing the application of rates prescribed in the Scate
of Rates if such rationalisation gives relief 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, however, notify the public such lower rates
and / or rationalisation of the conditionalities governing the application of
such rates provided the new rates fixed shall not exceed the rates nctified
by the TAMP. '

(vil)  Users will not be required to pay charges for delays beyond reasonable level
attributabie to terminat operator.

CARGO HANDLING CHARGES:

{A). Composite handling charge (excluding bagging and stitching service):

5l. Commodity Unit Rate in Rupees |
No. Foreign . Coastal
i {a). | Finished Fertilisers including rmuriate | Per Metric Tonne 127 85 | 76.71
|1 of potash S B I
Note:

The handling charges prescribed above is a composite charge for unloading of the cargo
from the vessel including stevedoring and transfer of the same up to the point of storage,
storage at the stackyard/ silos up to a free period of 5 days, and locading on to trucks /
railway wagons. This composite charge includes wharfage and supply of labour, wherever
necessary and ali other miscellaneous charges not spectfically prescribed in the Scale of
Rates. .
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Notes:

().

(B). Charges for Bagging and Stitching Service:

Sl Commodity : Unit - Rate in Rupees
No. Foreign and Coastal
(a). | Finished Fertilisers including muriate | Per Metric 76.456
" | of potash _ Tonne

STORAGE CHARGES:

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

(A). Free peariod:

Import cargo 5 days free.

(B).  Storage charges after free period (per ton / per day)

Description | _Rate in Rs. per tonne per day
First five days after expiry of free period 065 - .
6" day to 10" day after expiry of free period 0.98
Beyond 10" day 1.30

For the purpose of calculation of free period Customs notified holidays and Terminal's non-

. working days shail be excluded. . .

(it).

(ii).

Free period for import cargo shall be reckoned from the day following the day of
completion of final discharge from the vessel.

Storage charge 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:

Rs.1.30 per tonne is a composite charge for all misceilaneous services. such as
fumigation, cargo security etc. '

~

GENERAL NOTE TO SCHEDULE (2) TO (4) ABOVE:

The tariff caps will be indexed to inflation but only to an extent of 0% of the variation in
Wholesale Price Index (WPI) occurring between 1 January 2009 and 1 January of the
relevant year. Such automatic adjustment of tariff caps will be made every year and the
adjusted tariff caps will come into force from 1 Aprit of the relevant year to 31* March of
the following year.

L2 L2
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