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Tariff Authority for Major Ports

G.No. 304 New Delhi, 22 July 2016

NOTIFICATION

In exercise of the powers conferred by Section 49 of the Major Port
Trusts Act, 1963 (38 of 1963), the Tariff Authority for Major Ports hereby disposes
of the proposal received from the Cochin Port Trust for revision of lease rent of Port
Land as in the Order appended hereto.

(T.S. Balasubramanian)
Member (Finance)



Tariff Authority for Major Ports
Case No. TAMP/73/2015-COPT

Cochin Port Trust --- Applicant

UORUM:

(). Shri. T.S. Balasubramanian, Member (Finance)
(i).  Shri. Rajat Sachar, Member (Economic)

O R DER
(Passed on this 215t day of June 2016)

This case relates to the proposal received from Cochin Port Trust
(COPT) for revision of Lease Rents of Port Land.

2.1. The existing lease rentals of lands belonging to COPT were approved
by this Authority vide Order no. TAMP/33/2007-COPT dated 4 May 2010. The said
Order was notified in Gazette of India vide Notification no.160 dated 11 June 2010.
The approved lease rentals were made effective after expiry of 30 days from the
date of notification in the Gazette of India and validity was prescribed for five years
subject to 2% annual escalation. Thus, the validity of the existing Lease Rental
expired on 11 July 2015.

2.2. Based on the request of the COPT, the validity of existing lease
rentals was extended from the date of expiry till 31 December 2015 or date of effect
of natification of the revised lease rentals based on the tariff proposal to be filed by
COPT, whichever is earlier vide Order dated 05 November 2015.

3.1 The COPT under cover of its letter dated 11 November 2015 has filed
a proposal for revision of Lease rentals of ports lands based on the amended Land
Policy Guidelines for Major Ports, 2014 issued by Ministry of Shipping in July 2015.
The main points made by the COPT in the proposal are summarized below.

(). The port has appointed M/s KITCO Ltd, Kochi (A Kerala Government
undertaking) as approved valuer for valuation of the land in port
vicinity for assessing the market value. The valuer has submitted the
Final report on 17 October 2015, an Addendum No.1 of the report on
21 October 2015 and Addendum No. Il on 31 October 2015.

@i). (a). Clause 13(a) (i) to (v) of the Land Policy Guidelines, (LPG)
2014 issued by the Ministry of Shipping in January 2014 and
amended LPG, 2014 by the MOS in July 2015 stipulates that
Land Allotment Committee may normally take into account the
highest of the factors mentioned herein below to determine the
latest market value of Port land. In case the land allotment
committee is not choosing the highest factor, the reasons for
the same have to be recorded in writing.

(0. State Government's ready reckoner of land values in the
area, if available for similar classification/ activities.



(i)

(i).  Highest rate of actual relevant transactions registered
in last three years in the Port's vicinity (the vicinity of
the Port is to be decided by the respective Port Trust
Boards), with an appropriate annual escalation rate to
be approved by the Port Trust Board.

(ii).  Highest accepted tender-cum-auction rate of Port land
for similar transactions, updated on the basis of the
annual escalation rate approved by the Port Trust
Board.

(iv). Rate arrived at by an approved valuer appointed for the
purpose by the Port.

(v). Any other relevant factor as may be identified by the
Port.

(b).  The valuer, while submitting its report, has stated the following:

(). As per the clause 13 (a)(i), the market value of land can
be determined as per the State Governments ready
reckoner of the land value in the area; however, same
category of land is not feasible as there is no lease land
available of similar characteristics around the port area.

@i).  As per the clause 13 (a)(ii), the market value can be
determined based on the highest rate of actual relevant
transactions registered in last three years in the Port’s
vicinity. But practically it is impossible to identify similar
land transaction and the transaction are normally
carried out below the guidance value.

(ii).  As per the clause 13 (a)(iii), the market value of land can
be determined based on the highest accepted tender-
cum-auction rate of port land for similar transactions,
updated on the basis of the annual escalation rate
approved by the Port Trust Board. But scanning of last
three years transaction has revealed that none of the
transaction are similar. Each one had its own
characteristics. The largest transaction was for cement
berth, which is not comparable due to proximity and
non-comparable business specific issue.

Therefore, the valuer, for making the valuation of port land has taken
its judgment on the basis of a combination of market analysis under
the Income Method, Demand and supply position, Wholesale Price
Index movements and conditions specific to COPT to arrive at a
sustainable revision of rentals as given in the schedule.



(iv).

The salient features of the report submitted by M/s. KITCO Ltd as
given by COPT in its proposal are summarized below:

(@. Cochin Port owns Land Estates in Willington Island,
Vallarpadam, Puthuvypeen, Fort kochi, Bolgatty, Ernakulam
Tanker Berth, Ernakulam-GIDA, Ernakulam- Pachalam,
Ernakulam-Thevara (CSL), Thevara Ferry and Palluruthy.

(b). The above land was vested with COPT by virtue of Major Port
Trust (MPT) Act, 1963 and tripartite agreement with Govt. of
Kerala and Govt. of India.

(c). The location of each piece of land is identified with the help of
representative of COPT at various locations. Considering the
master plan provisions of COPT, major area of business is
identified as warehousing, commercial, hospitality etc. Highest
and best use of the land for these activities is studied and
return on investment for these business in general is studied
through market survey.

(d). COPT is having the right to lease the land for a maximum
period of 30/60 years for the highest and best use as well as
other uses envisaged in Master Plan. The purpose of valuation
is to estimate the present market value for revising estate
rentals. Considering the right attached to Port’s Land, cost
approach is not considered, Valuation is done in Income
approach (for which market study is also conducted) and
Wholesale Price Index Method (WPI) which is explained as
follows:

(). Income Approach:
This is a method of estimating the present worth of the
rights to future income to be derived from the ownership
of a specific interest in the subject property under given
market conditions.

The land belonging to COPT is not available on a free
hold basis and can be given only on leasehold basis for
of 30/60 years. Valuation of land of the port cannot be
viewed in the same way as the valuation of a
commercial land in the same location. The reason being
that the usage of the land is limited and value unlocking
is not possible as the land is not transferable.
Considering these factors the values under income
approach cannot be adopted for the revision of the
rentals.

@i).  Wholesale Price Index Method (WPI)
The percentage increase in WPI over a year gives the
rate of inflation for that year. With regard to the
valuation of the COPT land there are various



(V).

(a).

considerations which have to be taken into account for
the purposes of valuation and this is not limited to the
current market scenario alone. Apart from the income
approach which has been used to arrive at the value,
the WPI for all commodities as a basis for the
computation of the value of land belonging to the COPT
has been considered.

Wholesale Price Index FY 2010-11 to FY 2014-15.
Details 2010-11 | 2011-12 | 2012-13 | 2013-14 | 2014-15

All Commodities 143.32 156.13 167.62 177.64 181.19

Based on the above figures, there has been an increase
of 26.42% in the WPI between 2010-11 and 2014-15.
26.42% increase in WPI has been adopted as the
maximum increase in the valuation of the Port Land. For
the valuation of the port land, KITCO has recommended
that increase in value be indexed to an extent of 60%
indexation on the basis of the TAMP guidelines for fixing
tariff based on the Notification dated 8-8-2013 of the
variation in wholesale price index with reference to the
year in which the last valuation was carried out. On the
above mentioned basis the variation in WPI works to
15.82%.

@ii). (a). The valuer has, thus, recommended 15.82%
increase in the valuation of land and lease rent
approved by the Authority in May 2010 Order.

(b). At present there has been an increase of 9.81 %
(cumulative @ 2%) factored into the base lease
rentals (11/7/2010). In effect, there will be only
5.47 % increase in the proposed lease rentals as
compared to the existing lease rentals during the
FY 2015-16 considering 2% cumulative annual
escalation.

(c). The valuer has proposed a 15% enhancement
over the proposed market rate of non-SEZ area
for the land under SEZ conceding the
concessions extended to the lessees in the SEZ
area.

(d). Lease rent is proposed @ 6 % of market value
for a new category “Hospitality”.

The COPT has stated that the Land Allotment Committee
(LAC) was constituted as per the Land Policy Guidelines
comprising of Deputy Chairman, Secretory, FA&CAO (I/C),
Traffic Manager and Chief Engineer (I/C). The LAC, after
evaluating the Report submitted by the valuer in its meeting



(vi).

(b).

(c).

held on 17 October 2015 and after detailed deliberation, has
recommended the market value of land and the proposed SOR
for Estate Rentals as suggested by the Valuer.

The LAC in the report has stated that Lease rentals in each
category have been arrived at the rate of 6% of the market
value of land in line with the clause 13 (b) of Land Policy
Guidelines 2014.

The Committee has, thus, decided to adopt the Market Value
suggested by the Valuer vide their Final Report and has
proposed the Scale of Rate for lease rentals of land based on
the lease rent suggested by the approved valuer as per clause
No. 13 (b) of the Land Policy Guidelines, 2014.

The lease rent prescribed by the Authority in May 2010 Order and the
lease rent proposed by the Port for port land at different locations for
various purposes after taking 6% of the Market Value submitted by
the Valuer and based on the recommendation of LAC are given

below:

(a).

(1). Lease Rent prescribed by the Authority in May 2010
Order for various port land:

(In%)
Sl Location Land with water | Commercial/offic | Warehouse Special
No. frontage for e (other than purposes Residence
berth & back up warehouse) Purpose
purposes
Per Hectare per Per Hectare per Per Per
annum annum Hectare Hectare
per annum | per annum
1 Willingdon Island 2667600 2223000 1778400 1667250
" - Landing cone of 1444950
Naval airport
2 Vallarpadam 3734640 3112200 2489760 2334150
- SEZ Area 4294836 3579030 2863224
3 Puthuvypeen 2578680 2148900 1719120 | = -----
- SEZ Area 2965482 2471235 1976988 | @ ------
4 Palluruthy - DLD 1733940
- Water front 2098863
5 Fort Kochi - Hotel 2371200 1896960
- Laurel Club 1185600
- Customs 2845440
- Wharf 2845440




6 Bolghatty 3112200 2489760 2334150
7 Ernakulam - Foreshore
- GIDA Land 3408600 2726880 2556450
- Pachalam 3408600 2726880
- Thevara 2667600 2134080 2000700

(i). Lease Rent Proposed by COPT for the Various Port
Lands:
(Amount in )
Land with Commercial
water | Office Special -
Sl Locati frontage (other than W:lz?hg::e Residence ngfltoaslgy
No. ocation for berth & | warehouse) P Purpose P
back up purpose
Per Hectare per annum
Willingdon Island
1 including flying funnel 30,89,614 25,74,679 20,59,743 19,31,009 28,10,317
area.
(2) Vallarpadam- | 45 55 459 36,04,550 28,83,641 N.A N.A
2 Non SEZ area
() Vallarpadam- | ;g 74 579 41,45,233 33,16,185 N.A N.A
SEZ area
(a)Puthuvypeen- Non
. SEZ area 29,86,628 24,88,856 19,91,084 N.A N.A
(b) P‘;tr*;‘;"ypee”' SEZ 3434621 | 28,62,184 | 22,809,747 N.A N.A
4 Fort Kochi 32,95,588 27,46,324 N.A 21,97,060 29,97,671
5 | Bolghatty N.A 36,04,550 | 28,83,641 N.A 30,34,443
(2)Ermakulam-GIDA/ N.A 39,47,841 N.A N.A 43,09,152
Pachalam
(b)Ernakulam-Cochin
6 Shipyard Limited N.A N.A 24,71,692 N.A N.A
l(fgrEr;”ak“'am'The"ara 40,16,499 | 30,89,614 N.A N.A N.A

(b).

space,

The license fees prescribed in May 2010 Order for the open
covered space and covered space for

office

accommodation and license fees proposed by COPT based on
the recommendation by the Valuer as per the Final Report and
recommended by the LAC are given below:

Sl. Location License Fees Proposed License
No. prescribed in May fees
2010 Order X per sq. metre. or
X per sq. metre. or part thereof per
part thereof per month (30 days)
month from the date of
allotment
1 | Open Storage 35 41
2 | Covered Space 45 52
3 | Covered Space for 150 174
Office Accommodation
4 | Open area in South End - 10
Reclamation(SER)

Note: Open Area in South End Reclamation Area is included
as a new category as per the recommendation of the

valuer.



(©).

(d).

License Fee for Storage of Cargo at the specified Transit
Area:

Considering the Land Policy Guidelines, 2014, bringing the
Licensing of the Transit Area also under the provisions of the
Land Policy Guidelines, it is proposed to delete from Chapter
[l the Schedule 3.2.3 related to charges for storage of cargo at
the specified Transit Area on license basis in the proposed
General Revision of Scale of Rent and shift it to the Estate Rent
Schedule. The Charges for storage of Cargo prescribed in the
General Revision of Scale of Rates (based on cost plus
method) approved by the Authority vide Order no.
TAMP/49/2011-COPT dated 1 April 2013 and the proposed
charges for storage of cargo (reportedly under the LPG, 2014)
are given below:

basis in the existing general revision

No.TAMP/49/2011-COPT dated 1 April

Charges for Storage of Cargo at the
specified Transit Area on license
Proposed Charges for Storage of

of SOR approved vide Order Cargo under the Estate Schedule

2013
Per Sq.m per week or Per Sg.m per week or
. part thereof (in X) : part thereof (in )
Duration Covered Open Duration Covered Open
storage Storage storage Storage
Upto 4 weeks 12.50 10.00
Sthio 8t ' ' Upto8 12.13 9.57
18.75 15.00 Weeks
week
9th week 9th Week
Onwards 25.00 20.00 onwards 14.56 11.48

[In the SOR proposed by COPT for general revision of SOR
vide its letter dated 11 November 2015 under Tariff Policy
2015, the port has proposed to delete storage charges of cargo
from Schedule 3.2.3. under cargo related charges].

The COPT proposes an increase of 15.82% in way leave
charges for laying pipelines and way leave charges for TV
cable lines in the proposed Scale of Rates for Estate Rentals.
The way leave charges prescribed for laying pipelines in May
2010 Order and for TV cables lines in June 2010 Order vis-a-

vis proposed rates are given below:
Way leave
s charges as | (13RS
’ Description Unit of Measurement prescribed in Y
No. charges
the May 2010 Rates (in 3)
Order (inX)
Fiorell?glér;g Per sg.meter per annum
pip for the area occupied by 360 417
through port ineline
land pip
Ill:or TV cable Per kilometer or part thereof 3500 4054
ines per annum

Way leave charges for Telephone Cable Lines (new
tariff)




(e).

().

(9).

As per item no. 3 of the Broad Terms and Conditions for
issuance of Right of way Permission for laying pipelines/
conveyors in the amended Land Policy Guidelines of 2014,
facility compensation or right of way charges shall be paid by
all parties. COPT, therefore, proposes to include a new tariff
item towards way leave charges for telephone cable lines at
Schedule 8.5. in the proposed Scale of Rates under Estate
Rentals as given below:

Sl. No. Description Unit of Measurement Rat;) (in
1 For Telephone cable Per kilometer or part thereof 5000
lines per annum

Sub Lease: (newly inserted)

The COPT has proposed to insert the following new note under
estate Rentals:

“The existing lease holder having valid lease at the time of
issuance of LPG 2014 may be allowed to sublet/partially sublet
the leased premises to another party for the same purpose for
which it was originally allotted. Also, such subletting shall be in
accordance with the Land Use Plan and before allowing this,
the port shall recover 50% of the rent charged by the lessee
from the sub-lessee for the entire period of sub lease
irrespective of the fact whether land was originally allotted on
upfront basis or annual rental basis. The original lessee would
continue to remain responsible for payment of lease rent and
for adherence to the terms and conditions of lease.”

General Notes:

(). All the base rates mentioned above will be effective after
expiry of 30 days from the date of notification of the
Order in the Gazette of India and are subject to an
automatic annual cumulative escalation of 2%.

(i).  All the conditions governing lease rental shall be in line
with Land Policy Guidelines of the Ministry of Shipping
issued from time to time.

(ii).  In case of accreted land which has no access by the
Port through landward side and only through water, it is
proposed to collect an annual lease rent equivalent to 3
times the nearest commercial area while allotting the
land to the abutting land owner.

(iv). The rates applicable for License fee for the covered
space for office space and covered space allotted on
monthly basis will also be made applicable to built up
space allotted on lease for office/ godown purposes
charged on monthly basis.



3.2. The COPT has stated that the proposed SOR for Estate Rentals-
Chapter VIII once approved by the TAMP, it will replace the rates specified in
Chapter VIl of the Proposal for General Revision of Rates submitted on 27 July
2015.

3.3. The proposal of revised Lease Rent was approved by the Board in
the Meeting held on 21 October 2015 and the Board of Trustees of Port of Cochin
vide Resolution No- 144 approved the proposal for sending the same to TAMP for
fixation of the new Scale of Rates for estate rentals.

3.4. The port has furnished a copy of report of Land Allotment Committee,
Valuation report of the approved valuer, approval of Board of Trustees,
Comparative position of current and the proposed Scale of Rates.

3.5. The comparative position of the lease rents approved in the Order
dated 04 May 2010, lease rentals as on 11 July 2015 after applying 2% annual
escalation and the proposed rate of lease rentals is tabulated below:

(Amount in )

S| No Property Type Usage Lease rentals Lease Proposed Lease % of increase
as per the rentals as rent over the lease
Order dated 4 on 11 July rentals
May 2010 2015 after prevailing as
(notified on applying 2% on 11 July
11 June 2010) escalation 2015
(2015-16)
1 2 3 4 5 6 7
1 Willingdon Island
Ware Housing 1778400 1963497 2059743 4.90
Commercial area 2223000 2454372 2574679 4.90
Special residence 1667250 1840779 1931009 4.90
Land with water frontage 2667600 2945246 3089614 4.90
Landing cone of Naval 1444950 1595342 Merged with -
Airport Commercial area
Hospitality 0 2810317
2 Vallarpadam
Ware Housing Non SEZ 2489760 2748896 2883641 4.90
SEZ 2863224 3161231 3316185 4.90
Commercial area Non SEZ 3112200 3436120 3604550 4.90
SEZ 3579030 3951538 4145233 4.90
Land with water frontage | Non SEZ 3734640 4123344 4325459 4.90
SEZ 4294836 4741846 4974279 4.90
Special residence Non SEZ 2334150 2577090 | Tariff item deleted ---
3 Puthuvypin
Ware Housing Non SEZ 1719120 1898047 1991084 4.90
SEZ 1976988 2182754 2289747 4.90
Commercial area Non SEZ 2148900 2372559 2488856 4.90
SEZ 2471235 2728443 2862184 4.90
Land with water frontage | Non SEZ 2578680 2847071 2986628 4.90
SEZ 2965482 3274132 3434621 4.90
4 (i) | Palluruthy - DLD
Special residence 1733940 1914410 | Tariff item deleted -
(ii) | Palluruthy - Waterfront
Special residence 2098863 2317314 | Tariff item deleted
5 (i) | Fort Kochi - Hotel
Commercial area Non SEZ 2371200 2617996 2746324 4.90




Special Residence Non SEZ 1896960 2094397 2197060 4.90

Hospitality 2997671
(ii) | Fort Kochi - Laurel

Club

Commercial area Non SEZ 1185600 1308998 | Tariff item deleted -
(iii) | Fort Kochi - Customs

Land with water frontage 2845440 3141596 | Tariff item deleted -
(iv) | Fort Kochi - Wharf

Land with water frontage 2845440 3141596 3295588 4.90

Bolgatty

Commercial area Non SEZ 3112200 3436120 3604550 4.90

Ware Housing Non SEZ 2489760 2748896 2883641 4.90

Special Residence Non SEZ 2334150 2577090 | Tariff item deleted ---

Hospitality Non SEZ --- 3934443 ---
(i) | Ernakulam - GIDA

Land

Commercial area Non SEZ 3408600 3763370 3947841 4.90

Ware Housing Non SEZ 2726880 3010696 | Tariff item deleted ---

Special Residence Non SEZ 2556450 2822527 deleted

Hospitality Non SEZ - Tariff item deleted New
(ii) | Ernakulam - Pachalam

Commercial area Non SEZ 3408600 3763370 3947841 4.90

Special Residence Non SEZ 2726880 3010696 | Tariff item deleted ---

Hospitality Non SEZ - 4309152 New
(iii) | Ernakulam - Thevara

Commercial area Non SEZ 2667600 2945246 3089614 4.90

Ware housing Non SEZ 2134080 2356197 | Tariff item deleted ---

Special Residence Non SEZ 2000700 2208934 | Tariff item deleted

Land with water frontage | Non SEZ - 4016499 -

(iv) | Ernakulam - Cochin
Shipyard Ltd.

Ware housing Non SEZ --- 2471692 ---

4, In accordance with the consultative procedure prescribed, a copy of
the COPT proposal dated 11 November 2015 was circulated to the concerned users
/ user organizations / lessees as suggested by COPT vide its email dated 24
November 2015 vide our letter dated 10 December 2015 for seeking their
comments, if any, on the subject proposal. The COPT, while forwarding the
proposal for general revision of Scale of Rates, has proposed to delink the charges
for storage of cargo at the specified Transit Area on License basis (Clause 3.2.3
under Chapter — Ill) and to include it in the Estate Rentals. Hence, cargo related
users were also consulted. The comments received from users / user organisations
and lessees were forwarded to COPT as feedback information. The COPT has
responded vide its email dated 24 February 2016.

5. Based on a preliminary scrutiny of the proposal filed by the COPT, the
COPT was requested vide our letter dated 22 January 2016 to furnish additional
information/clarifications on various points by 5 February 2016. The COPT vide its
e-mail dated 24 February 2016 has furnished the information/clarifications. The
information / clarification sought by us and the response of COPT thereon are
tabulated below:

Sl. Information / Clarification sought by Reply furnished by COPT
No. us




General

0.

During the processing of the case, the
Cochin Port Lease Holders Association
(CPLHA) has stated that Petitions are
pending before the Hon’ble High Court of
Kerala on the earlier revision in lease rent
and that the Hon’ble High Court has
granted interim relief. The matter is
subjudice. The CPLHA vide their letter
dated 14 January 2016 (copy attached
herewith) has also forwarded a true copy of
interim Orders granted by the Hon’ble High
Court of Kerala on W.P. (c) no 16851/2014
(F) on 24 July 2015 and on WP (c) No.
5974/2015 on 25 July 2015. A copy of the
CPLHA letter dated 14 January 2016 is
attached herewith. In this context, the
Cochin Port Trust (COPT) to indicate in
brief the current status of court cases. The
COPT to clarify as to whether the current
proposal for revision of lease rent of port
land is not hit by the pending court case
filed by CPLHA.

Cochin Port Lease Holder’s Association has
filed W.P. (C) No. 16851/2014 (F) against the
levying of sublease levy @ 50% of the rent
collected by the lessee from the sub lessee by
COPT. COPT has taken action for levying the
50% of the rent collected by the lessee from
the sublessee, based on the Policy Guidelines
for Land Management by Major Ports, 2014.
Levy of sub-lease @ 50% has been stayed by
the Hon’ble High Court of Kerala in its Interim
Order dated 3-07-2014 and subsequently
extended. Since this is a policy matter, COPT
is strongly defending the case in the Court.
Final order of the Court is still awaited. In view
of this, even though TAMP approved the
sublease levy as envisaged in the LPG, 2014,
this can be made effective only based on the
final verdict of the Hon’ble Court.

Cochin Port Lease Holder’s Association has
filed another case before Hon’be High Court
of Kerala vide W.P. (C) No. 5974/2015(V)
against the enhancement of lease rent made
applicable to the lease holders having valid
lease period starting before 1-1-1996 based
on their lease conditions w.e.f 1-4-2012. In
this also the Hon'ble High Court issued an
interim stay order dated 25-02-2015 and
subsequently extended. Hence, the Revised
TAMP rate can be made applicable to the 82
lessees, who are coming under this category,
only after the finalization of the Writ Petition.
Final order of the Court is still awaited

Clarification as to whether the current
proposal for revision of lease rent will be
affected on account of the court cases

No. However, the application of the rates will
be based on the final verdict of the Court
under disputed cases.

(ii)-

As mentioned at Note no. 1 to Form — 1,
the COPT to furnish a certificate confirming
that its proposal for fixing lease rentals is in
conformity with the Land Policy for Major
Ports of 2014 - Clarification and
amendments issued by Ministry of
Shipping, Government of India.

Certificate confirming that the proposal for
fixing lease rentals is in conformity with the
Land Policy for Major Ports of 2014 -
Clarification & Amendments dated 17-7-2015
issued by MoS, is attached by COPT.

(iil.

As mentioned at Note no. 2 to Form — 1,
the COPT to furnish a certificate to the
effect that the land leased zone-wise is as
per the port's land use plan.

Certificate to the effect that the land leased
zone-wise is as per the Port’s Land Use Plan,
is attached by COPT.

(iv).

If on any matter the proposal of COPT
deviates from the Land Policy Guidelines
referred above, please furnish the details
thereof and the reasons therefor.

No deviations have been made by COPT from
the Land Policy Guidelines.

V).

The COPT to furnish comments on the
comments of various users/ users
association which has already been
forwarded to the COPT vide our letters

Comments on the comments raised by
various users/users association, (M/s BPCL,
Cochin Steamer Agents Association, Cochin
Port Lease Holders Association, Parison
Infrastructure Pvt Ltd) forwarded to COPT by




dated 21 December 2015 and 4 January
2016.

TAMP dated 21-12-2015 and 04-01-2016 are
furnished.

vi).

During the consultation processing of the
case the Cochin Shipyard Limited (CSL)
has raised pointed objection as regards
lease rent proposed on the following lands
allotted to CSL:

().

Lease rentals proposed for the 5.00
hectares of land with limited utilization
falling under the landing cone of Naval
airport taken on lease by CSL from COPT.
The lease rent for Land falling under
“Landing cone Land of Naval Airport” for
Commercial / Office is prescribed by the
Authority at 65% on the lease rent
applicable for Willingdon Island i.e. 65% X
3.22,23,000 = %.14,44,950 / hectare /
annum. The same approach to be followed
for land allotted at Landing Cone to Naval
Airport to CSL.

(b).

15.00 hectares of “water body” leased out
to CSL by COPT — The request of CLS is
to fix nil lease rent for the same. Or, fix
lease rent for the said land with water
frontage for berth and back up at
Willingdon Island as applicable to the land
for  commercial/office (other  than
warehouse) purpose at Willingdon Island.

(c).

Land admeasuring 1.91  hectares
reclaimed. This land is developed by CSL
as part of the Shipyard project more than
50 years back and for which CSL is already
enjoying a special tariff of lease rent which
is not fixed by the TAMP. The CSL has
stated that this item should be kept outside
the purview of present revision by TAMP in
view of the representation submitted by it
to the Ministry of Shipping by CSL which is
pending for disposal.

().

The COPT to furnish pointed comments on
each of the points raised by the CSL. The
COPT to also furnish a brief note as
regards the matter referred by CSL on
1.91 hecatres of land to the Ministry of
Shipping, the decision of the MOS in the
matter, and the present status of the same.
The COPT to clarify whether the current
proposal includes revision of the said
category of land allotted to CSL. If so, the
COPT to indicate the existing tariff
arrangement and the lease rent proposed.
Also, clarify the revision sought for this
category of land will not be hit by the
representation filed by CSL before the
MOS which is understood to be pending for
disposal.

The comments of COPT against the points
raised by M/s.CSL are brought out earlier.

The current proposal submitted by COPT
includes the revision of rates of 1.91 Ha of
land, lease to M/s.CSL. As approved by the
Ministry, the COPT is claiming lease rent on
warehouse rate for the above land and hence
the revision is also proposed in warehouse
rate with 15.82% hike, similar to other cases.

Valuation of Land:

OF

Clause 13 of the amended Land Policy
Guidelines (LPG), 2014 issued by the
Ministry of Shipping (MOS) stipulates that
Land Allotment Committee (LAC) to

Detailed reasons for taking WPI for arriving at
the Market value of land have been obtained
from M/s. KITCO as addendum to the




choose highest of the five factors
prescribed in the guidelines to determine
the latest market value of the land. It is
seen that of the five factors, prescribed in
the LPG, proposal states that valuation of
land as per factor given at clause 13(a) (i),
(if) and (iii) is not feasible for the reasons
cited and the proposal is based only on
one option i.e. 13(a)(iv) i.e. the valuation of
land by the approved valuer. In the said
option, though the proposal of the port
mentions that the valuer has adopted
income method, demand and supply
position and Whole Sale Price Index (WPI)
movement of commodities, it is seen that
valuation of land for all the areas is finally
derived considering WPI increase between
2010-11 at 143.32 and 2014-15 at 181.19
which comes to 26.42% and considering
60% thereof i.e. 15.82 % reportedly based
on the TAMP guidelines of 2013. With
reference to the above approach adopted
by the port for valuation of land the
following points may be clarified:

Valuation Report as detailed below and is also
attached by the COPT.
(a). The Land Policy Guidelines 2014 of the

(b).

(c).

(d).

GOl lists five options for carrying out the
review of the lease rentals of the Port
Land.

Having considered all options and the
practical difficulties in using the different
options, COPT decided to opt for the
valuation by an independent valuer.

Valuation of land of the port cannot be
viewed in the same way as the valuation
of a commercial land in the same
location the reason being restricted
rights for the usage of the land and
inability for value unlocking as the
leasehold rights on the land is not
transferable. Hence the existing usage
and continuation of the same should be
kept in mind while arriving at the value of
the land. Considering these factors the
comparative property values on freehold
cannot be applied to Port Land.

Income Approach, a method under which
the present value of future returns is
assessed under the DCF Method, was
adopted in the year 2010 for valuation of
Cochin Port land, a valuation after 11
years. The approach was with a view to
assessing the base for correcting the
aberrations in value perception on
account of the exponential price
escalation that was visible all around due
to the infrastructure boom such as the
new road connectivity under the GIDA
project, the ICTT at Vallarpadam and the
LNG project at Puthuvypeen, etc. All
these factors were considered for the
valuation undertaken in 2010, on a ‘with
and without’ basis, as applicable in
Project Appraisal.

Since all these projects have been factored in
for the valuation under the Income Approach
in 2010 itself, they are not considered again

for

estimating the future returns in the

valuation of land in 2015. The Income
Approach, based on future returns, will again
become relevant when new projects are
declared or materialize.

Therefore, the valuation in 2015 is limited to
applying 60% of the WPI movement between
the two periods of valuation; 2010 and 2015.

It may be noted that the method of valuation
of land has not undergone any substantial
change, and has only reflected the market
situation.

(@).

The COPT to explain as to how the WPI
movement of commodities which relates to

The WPI is credible index that reflects the
overall economic effects of price movements




inflation in prices of various commaodities
and the basket of commodities considered
therein does not include land is relevant for
valuation of land of the port estate.

and well accepted. While land values are not
specifically included in the basket of WPI, the
economic effects of an index is not confined
to the items in the basket which are only
representative of the price behavior and
accordingly this was considered the best
credible alternative.

(b).

As regards the proposal of the COPT
mentioning that 60% of the WPI is
considered to arrive at the market value of
land based on the notification of TAMP
guidelines dated 8.8.2013, it is relevant to
state that the said notification relates to
tariff guidelines of 2013 for fixation of
reference tariff on upfront basis for inviting
bids for Private Sector Participation (PPP)
projects by the Major Port Trusts. The said
norm is for indexation in the reference tariff
approved by the Authority to be applied for
the entire project period of 30 years. The
COPT to, therefore, justify adoption of 60%
of WPI indexation to arrive at the valuation
of land and proposed lease rent.

Neutralization of 60% of whole Price index is
considered based on a combination of factors
such as the present sluggish condition in the
port, willingness to pay, and the absolute
need to retain & attract more tenants to pump
up the port related activities. The valuation in
2015 is limited to applying 60% of the WPI
movement between the two periods of
valuation; 2010 and 2015.

(c).

The COPT to confirm that the valuation of
land by applying uniform increase of
15.82% based on 60% of the WPI for all the
categories of land represents the latest
market value of land for each categories of
the land taking into consideration the
physical features of the land, development
of the area, etc.

It is confirmed that the proposal has been
submitted by COPT based on the report
submitted by M/s.KITCO, wherein the market
values of all categories of land have been
enhanced by 15.82% of the then existing
categories as on the year 2010

().

(a).In pursuance of the Order of the
Hon’ble High Court of Kerala on the
Writ Petition (C). No 5565 of 2015, the
Secretary (Shipping) has passed an
Order No PD-25021/9/2015 dated 17
December 2015. In the said Order, the
Secretary (Shipping) has directed the
COPT to reassess the market value of
land allotted to Petronet LNG Ltd (PLL)
at  Puthuvypeen taking into
consideration the points argued by
them and this exercise is to be
restricted to the land allotted to PLL.
The reassessed market value of land
is to be submitted by COPT to TAMP
and TAMP is to furnish its comments
by 31 January 2016. The reassessed
market value of lease from the COPT
is awaited.

The COPT to clarify whether the
reassessed market value of land (to
be) furnished by the port in pursuance
of the said Order of the Secretary
(Shipping) will have impact on the
lease rent proposed by the COPT in
the current proposal as the instant
proposal of the port is for 15.82%
uniform increase on the lease rent
approved in the May 2010 Order. If so,
the COPT may have to consider

As per the Secretary (Shipping)’s order dated
17-12-2015, Cochin Port has appointed an
independent approved valuer, M/s. KITCO for
reassessing the valuation of land done during
2009-2010 in respect of land allotted to M/s.
PLL for the previous revision of Scale of
Rates. The report submitted by M/s. KITCO
along with TAMP’s comments on the report
has been sent to Ministry on 30-1-2016 for the
consideration of the Ministry.

The independent valuer has confirmed that
the valuation done during the year 2010,
under income approach method is correct and
this having been endorsed by TAMP vide
letter dated 29-01-2016 it is clarified that the
reassessed market value of land will not have
any impact in the current proposal of COPT

A detailed note is given separately.




suitable modification in the current
proposal to that extent.

(b).

Further, in view of (a) above, the COPT
to examine the possibility of
prescription of separate lease rent
rates for land allotted to PLL in the
current revision exercise taking into
consideration the issues raised by PLL
on the last tariff Order.

In view of the reply mentioned above, the
need for prescribing separate lease rent rates
for the land allotted to PLL is not necessary.

Proposed Lease Rent

OF

The proposed

lease rent schedule

attached as Annex C to the proposal
shows Lease rent is Not Applicable (N.A)

for

the following for which lease rent is

approved and prescribed in the existing
lease rent schedule approved by the
Authority in May 2010:

rent as not
the following

Reason for showing lease
applicable in respect of
categories/locations:

(@)

Location : Willingdon Island - Landing
Cone of Naval Airport for
Commercial/ official purpose. In the
proposed lease rent schedule, the
lease rent for landing cone is merged
with the lease rent for Willingdon
Island. Though the COPT has stated
that increase proposed is 15.82%, for
landing cone area for commercial
purpose, this lease rent will work out
78% due to merger which is higher
than 15.82% increase. Justify the
proposed increase which is higher
than 15.82% increase proposed for
other categories.

W/island landing cone of Naval Airport for
commercial purpose: In the 2010 SoR, for the
commercial/office (other than warehouse
purpose), the SoR for the landing cone area
was fixed as 65% of the general rate. In the
proposed SoR, to remove ambiguity with
regard to the landing cone area in respect of
‘land with water frontage with berth and
backup’ it has been clearly brought out that
the SoR for the general rate includes landing
cone area also. The same criteria have been
adopted for other categories also. Since there
are no lessees existing in the commercial
category, in the landing cone area in
W/island, the enhancement of 78% in the
commercial category landing cone area will
not have any impact.

(b)

Explain the reasons for not
prescribing lease rent for the lands in
each of the following categories of
land. Also, clarify under which
category, the lease rent for the above
mentioned categories will be levied
under the revised lease rent schedule
and the impact of increase thereof
over the existing lease rent may also
be furnished.

(i)

Location: Vallarpadam for Special
Residence Purpose

As per land use plan at Vallarpadam, no land
has been allotted in the category of Special
Residence Purpose and no land is earmarked
for allotting in this category. Hence this is not
included in the present proposal.

(ii)

Location: Palluruthy — DLD and water
front for Special Residence Purpose

Cochin Port has only two piece of land at
Palluruthy-DLD both were allotted to Indian
Coast Guard on upfront payment basis for a
period of 30 years. Hence, this proposal of
lease rent will not have effect on this land; it
was decided not to include that area in the
present proposal.

(iil)

Location: Fort Kochi. The existing
lease rent schedule prescribes rent
for Hotel under “Commercial/ official
Purpose”, for Laurel Club under

In the last Scale of Rates there was a
separate lease rent for Laurel Club. Now, it
has been decided to evict the present lessee
and re-allot the area for commercial purpose.




“commercial/ office purpose”,
Customs and Wharf for “Land with
Water frontage for berth and back up”.
Against that, in the proposed lease
rent, the lease rent for Hotel, Laurel
Club, Customs and Wharf is not seen
to have been prescribed separately.
Instead a single entry is prescribed.
Consequent, to proposed
modification, increase in lease rent for
Laurel Club will work out to 131.64%.
Explain the reasons for the proposed
modification from the existing
structure. Also, justify 131.64%
increase in lease rent for Laurel Club
as against 15.82% uniform increase
proposed for other categories of land.

Accordingly, the lease rentals have been
proposed on the basis of prevailing
commercial rate and the same being made
applicable to the area leased to Laurel Club.

(iv) Location: Bolgatty — For Special | Since there is no land allotted/to be allotted in
Residence Purpose the category of Special Residence at
Bolghatty, it has been decided not to maintain
such category in that locality in the new

proposal.

(v) Location: Ernakulam Foreshore | The land at Ernakulam-GIDA/Pachalam is
(GIDA Land) - For ware house | earmarked for commercial or hospitality
purpose and Special Residence | purpose. Hence, it has been decided not to
Purpose. maintain warehouse and special residence

rate for this land in the new proposal.

(vi) Location: Ernakulam Foreshore | The said land is vacant now. The land is

(Pachalam) — The existing lease rent
schedule prescribes separate lease
rent entry for Pachalam. In the
proposed lease rent schedule, lease
rent for Pachalam is clubbed with
GIPA and uniform lease rent is
proposed. No lease rent s,
however, proposed for Pachalam
area for special residence purpose.

earmarked for allotment in two categories viz.,
Commercial and Hospitality purpose. Hence,
it has been decided not to maintain separate
rates for other categories for this land.

(vii)

Location: Ernakulam Foreshore
(Thevara) - Warehouse and Special
Residence Purpose.

The said land, having an area 4.7281 acre
was reclaimed by M/s.CSL during the year
1977. As approved by the Ministry, the land
has been included in the warehouse category.
Hence it has been decided not to maintain
separate rates for other categories for this
land.

(ii)-

In the revised lease rent schedule, the
port has proposed to introduce lease rent

for

Ernakulam Thevara Ferry for Land

with water frontage for berth and back up
at. 40,16,499/ hectare per annum which
is not there in the existing lease rent

schedule.

Please clarify under which

category, the lease rent for this land is
being levied in the existing arrangement
and the impact of increase thereof over
the existing lease rent also to be furnished
in view of the proposed new insertion.

In the existing SoR, the area shown as
‘Thevara’ includes the Eranakulam Thevara
Ferry land also. For the commercial category,
normal hike @ 15.82% as for other areas is
applicable for the land. Since the land is
proposed to be allotted in two categories viz.
commercial and Land with water frontage for
berth and back up, rate for Land with water
frontage for berth and back up is also included
in the present proposal. Since no land is
allotted in the area at present, the proposed
lease rentals will not make any impact.




(i

The COPT has introduced a new entry for
prescription of lease rent for Cochin
Shipyard Limited (CSL) at Ernakulam
location for warehouse purposes. The
reasons for introduction of this new entry
to be explained along with the basis for
arriving at the proposed rate for (CSL).
Please clarify under which category, the
lease rent for this land is being levied in
the existing arrangement and the impact
of increase thereof over the existing lease
rent may also be furnished in view of the
proposed insertion.

Prior to 1-4-2014, lease rentals were collected
at the rate of 1/3@ of Commercial category
applicable for this land. The renewal of lease
of this land allotted to CSL for a period of 30
years w.e.f 1-4-2014 is in the warehouse
category as approved by the Ministry and the
lease rent being claimed by COPT
accordingly. In the present proposal, an
increase of 15.82%, similar to other rates is
proposed. A detailed clarification given by the
COPT is already brought out.

(iv).

(a) The existing Scale of Rates approved

by the Authority vide Order
No.TAMP/49/2011-COPT dated 1
April 2013 at Schedule 3.2.3

prescribes charges related to storage
of cargo at the specified Transit Area
on license basis based on cost plus
method prescribed under Tariff
Guidelines of 2005 as follows:

Per Sg. m per week or part
. thereof (inX)
Duration Covered Open Storage
storage
Upto 4 12.50 10.00
weeks
5th to 8th
weeks 18.75 199
9th week
Onwards 25.00 20.9

As against the above existing license
fee for open space for storage of
cargo, the COPT has now proposed
license fee under the Land Policy
Guidelines, 2014 as follows:

Duration Per Sq.m per week or part
thereof (inX.)
Covered
storage Open Storage
Upto 8
weeks 12.13 9.57
9 week 14.56 11.48
onwards

The license fee is proposed to be
delinked from the general revision of
the Scale of Rates and shifted to the
Estate rental which is governed by the
Land Policy Guidelines. The Report of
the approved valuer appointed by the
COPT does not show that valuation of
land for these areas for cargo stacking
is done as per the Land Policy
Guidelines. The minutes of the
meeting of the LAC is also not seen to
have made any recommendation on
the license fee for cargo stacking at the
specified Transit Areas. The COPT to,
therefore, comply with the requisite

COPT proposed to bring the Licensing of
Transit area also under the provisions of the
Land Policy Guidelines. Transit Area, where
the current storage charges are applied, is
contiguous to the Estate Area outside the
docks, and is separated only by a wall. Hence
the value of the land will be same as the value
of the land outside the transit area in
Willingdon Island.

There is no change in methodology of
calculation of rent for space in transit area
and outside transit area but only calculation is
on weekly basis instead of monthly basis.
License fee proposed for open space outside
transit area is Rs.41 per month per M2. Same
for inside transit area is 41/30 * 7 = 9.57 for a
period up to 8 weeks. 20% escalation in tariff
is made applicable at the Transit Area after 8
weeks towards ensuring that users do not
hold the Transit Area for unduly long periods
to the detriment of other users, and to ensure
that cargo stored at the Transit Area are
evacuated fast.

Same methodology is adopted for covered
space also.




provisions of the LPG for fixation of
license fee for storage of cargo under
the LPG 2014.

(b)

Recognising that cargo stacking is one
of core functions of the port operations
and it complements the cargo handling
activity, explain the reasons for
switching over from general revision of
SOR to Estate rental.

As per the Land Policy Guidelines for Land
Management 2014, issued by Ministry,
conditions for licensing of land inside and
outside of Custom Bond Area are almost
same. Further, both areas are allotted on
rental basis and hence the Licensing of
Transit Areas is switched from General Tariff
to Estate rentals.

()

If the COPT is of the view that the
amended Land Policy Guidelines of
2014, requires the port to determine
license fee based on the market value
of land then the port to indicate the
specific clause in the said guidelines.
As per Clause 10.1. (a) of the
amended Land Policy Guidelines of
2014, the land inside custom bond
area, which is required on an
immediate basis, shall be given on
licence basis only and no lease may
be permitted. Wherever feasible, such
licence shall be issued only by inviting
competitive tenders. The guidelines
laying down the detailed procedure in
this regard shall be framed and
approved by the Board of the Port. The
licence may be granted upto a
maximum period of 11 months and
shall be at the bid value discovered
through the tender-cum-auction,
wherever feasible and would be
approved by the Board. In cases,
where the tender- cum-auction is not
possible, land can be allocated on
licence basis at the latest SOR which
would be the value notified under
para-13 (c). However, allotment of
land by not resorting to tender-cum-
auction methodology should be
exercised as an exception. Thus, as
per the said clause in the Land Policy
Guidelines of 2014, tender-cum-
auction option has to be resorted first.
The COPT is to clarify whether this
option has been explored by the port
before filing the current proposal as
mandated by the guidelines. The
outcome of this option may please be
shared with us. If the COPT opines that
tender-cum action method is not
feasible, then the reasons, therefor,
based on which the port has taken a
decision to file is proposal based on
latest market value to be furnished.

Board of Trustees has taken decision to allot
open space/godown space for handling EXIM
cargo on immediate basis for short periods
without tender-cum- auction procedure.
However, allotment of godown space/open
space/Office space are being done through
tender cum auction process by collecting
onetime non-refundable premium which is the
bidding parameter and monthly charges as
per Scale of Rates. On both types of allotment
the monthly license fee collected is as per
Scale of Rates.

(V).

The COPT has in the proposed SOR has
newly inserted way leave charges for

The WLC for TV cable was proposed lesser
than that of Telephone cables so as to get a




Telephone cables at I5000 /km or part
thereof/ per annum. Justify the basis of
arriving at the proposed way lease
charges. Also, furnish reasons for
proposing the way leave charges for
Telephone cables higher than the way
leave charges proposed for TV cables at
34054 km or part thereof/ per annum,
considering that the overall purpose
appears to be same i.e. way leave
charges for laying cables.

subsidized tariff from the cable TV operators
as a welfare measure to Cochin Port Trust
employees who are main beneficiaries
residing the Port quarters in W/lsland.

vi).

The port has proposed a general note no
(3) stating that in case of accreted land
which has no access by the Port through
landward side and only through water, to
collect an annual lease rent equivalent to
3 times the nearest commercial area while
allotting the land to the abutting land
owner. Justify the reasons for introduction
of the proposed note. Please confirm the
proposed note is in line with the LPG 2014
giving reference to the relevant clause of
the said guidelines.

Board of Trustees of Port of Cochin has taken
decision to allot the accreted land which has
no access from land, to the abutting land
owners on license basis by collecting 3 times
the commercial rate in the nearest location as
per Scale of Rates. There is no relevant
clause in the LPG regarding utilization and
tariff for accreted land.

(Vi)

The port has proposed a note that rates
applicable for License fee for the covered
space for office space and covered space
allotted on monthly basis will also be made
applicable to built up space allotted on
lease for office/ godown purposes charged
on monthly basis. The reasons for
introduction of the proposed note to be
explained. Also explain the impact of the
proposed note over the existing tariff being
levied.

Cochin Port has godown spaces/ office
spaces in the buildings constructed by the
Port as well as the buildings repossessed by
the Port or buildings surrendered by the
lessees. Since, subleasing is not permitted for
the new leases as well as when leases are
renewed, there is a huge demand for the
office space and godown space at Port
premises. Accordingly, Port has decided to
allot office space/ godown spaces through
tender cum auction for a period of 5 years/10
years on license/ lease basis by collecting
monthly license fee. As such, a note has been
included in the new proposal of renewal of
SoR.

6.1.

A joint hearing in this case was held on 19 January 2016 at the COPT

premises. The COPT made a brief Power Point presentation of its proposal. The
COPT, the concerned users/ user organizations have made their submissions.

6.2. At the joint hearing, M/s. Cochin Port Leaseholders Association and
Cochin Chamber of Commerce and Industries have submitted their written
submissions on the proposal of COPT. The comments received from Cochin
Chamber of Commerce and Industries was forwarded to COPT vide our letter dated
25 January 2016 as feedback information. Also, Bharat Petroleum Corporation
Limited — Kochi refinery vide its letter dated 27 January 2016, Container Corporation
of India Limited vide its letter dated 25 January 2016, the Petronet LNG Limited vide
its letter dated 27 January 2016 Cochin Shipyard Limited vide its letter dated 27
January 2016 and Cochin Custom House Agents Association vide its email dated
04 February 2016 have submitted their comments. The comments received from
M/s. Cochin Port Leaseholders Association, Bharat Petroleum Corporation Limited
— Kochi refinery and Cochin Shipyard Limited are the reiteration of comments
received before joint hearing which has already been brought out in the summary



of comments of concerned users / user organisations. The comments received from
users / user associations / lessees were forwarded to the COPT as feedback
information. The COPT vide its email dated 24 February 2016 has furnished its
comments on the written submissions made by users / user associations/ lessees.

6.3. The comments received from the Container Corporation of India
Limited and the Cochin Customs House Agents Association. The COPT has not
responded to the comments of CONCOR and CCHAA.

7. The COPT vide its email dated 27 April 2016 has made the following
submissions:

(. The License fee for Storage of Cargo at the specified Transit area
(Clause 8.2.1) was arrived at from the License fee for the open area
(Clause 8.2). The formula to arrive at the value is as follows:

(). License fee for open area outside wharf — Rs.41 per sg. mtr.
per month (30 days)

(b). License fee for Storage of cargo — Rs.9.57 per sqg.mtr.per
week (i.e.41 /30 * 7).

(i).  The valuation of the land in Willingdon Island was done by the Valuer
(KITCO) and a net increase of 5.47% is proposed considering the
annual escalation since the previous revision in 2010. Considering
the purpose for which the area is allotted, separate rate has been fixed
for Commercial / Office (other than warehouse), Warehouse, Land
with Water Front, Special Residence and Hospitality in Willingdon
Island. The area within the Willingdon Island are either offered on
Lease basis or License basis depending on the purpose for which the
area is earmarked. Hence, the area allotted on License basis for
storage of cargo in transit areas or open area outside wharf have also
been valued by KITCO.

(ii).  The copy of the Agenda items and the Annexures thereto of the Board
Agenda are also furnished by COPT.

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 and
arguments made by 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 the totality of the information collected during the
processing of the case, the following position emerges:

(). The proposal of Cochin Port Trust (COPT) is for revision of Lease
rents of Port Land following the amended Land Policy Guidelines,
2014.

(i). Lease rentals in respect of lands of COPT were last approved by this
Authority vide Order TAMP/33/2007-COPT dated 4 May 2010 notified


http://tariffauthority.gov.in/

(iii).

(iv).

on 11 June 2010. The validity of the existing Lease Rental expired on
11 July 2015. At the request of COPT, this Authority has extended the
validity of Lease Rentals of port lands on a couple of times and the
last extension was valid upto 31 December 2015 or date of effect of
notification of the revised lease rentals based on the proposal to be
filed by the COPT, whichever is earlier with an annual escalation of
2%.

(@). The amended Land Policy Guidelines, 2014 clearly lays down
the procedure and the methodology to be adopted for
determining the market value of land and the latest Scale of
Rates of the port lands.

(b).  As per clause 11.2(e) of the amended Land Policy Guidelines
2014, a Land Allotment Committee (LAC) shall be constituted
by the Port Trust Board consisting of Deputy Chairman of the
Port, and Heads of Departments of Finance, Estate, Traffic and
GAD.

(c). COPT has constituted the LAC headed by the Dy. Chairman of
COPT and F.A. & C.A.O l/c., Chief Engineer l/c., Traffic
Manager and Secretary as Members. Thus, the COPT has
complied with the stipulation of the formulation of the LAC as
per the amended Land Policy Guidelines, 2014.

(@). As per Clause 13(a) of the amended land policy guidelines of
2014, the LAC shall determine the market value of land taking
into account highest of the five factors like (i) State
Government’s ready reckoner value if available for similar
classification/ activities, (ii) Highest rate of actual relevant
transactions registered in last three years in the Port's vicinity
(the vicinity of the Port is to be decided by the respective Port
Trust Boards), with an appropriate annual escalation rate to be
approved by the Port Trust Board (iii) Highest accepted tender-
cum-auction rate of Port land for similar transactions, updated
on the basis of the annual escalation rate approved by the Port
Trust Board., (iv) rate arrived at by an approved valuer and (v)
any other relevant factors as is identified by the port. In case
the LAC is not choosing the highest factor, the guidelines
requires the reasons for the same have to be recorded in
writing.

(b). Asregards arriving at the market value of the land under State
Government’s ready reckoner value for similar classification/
activities there is no lease land available for similar
characteristics around the port area for comparison.

(c). Asregardsthe second factor i.e., highest rate of actual relevant
transactions registered in last three years in the Port’s vicinity,
the COPT has sought to clarify that it is practically impossible



(d).

(e).

to identify similar land transaction and the transactions are
normally carried out at guidance value or below.

As regards the third factor i.e., highest accepted tender-cum-
auction rate of port land for similar transactions, the COPT has
reported that scanning last three years’ transactions have
revealed that none of them could be similar. Each one had its
own characteristics. The largest transaction was for cement
berths, which is not comparable due to proximity and non-
comparable business specific issues.

As regards the fourth method i.e., market value arrived at by
an approved valuer, the LAC has relied upon the valuation of
land furnished by the approved valuer engaged by the COPT.

The valuer has considered a combination of market analysis
under the Income Method, Demand and Supply position,
Wholesale Price Index movements and conditions specific to
COPT to arrive at a sustainable revision of rentals apart from
the market potential, willingness to pay, and sustainability as
the key factors in arriving at the market values. The Valuer has
arrived the estimated value of land under income method after
collecting information from registrar’'s office. However, the
same was not considered for revision of land stating that the
valuation of land of the port cannot be viewed in the same way
as the valuation of a commercial land in the same location. The
reason being that the usage of the land is limited and value
unlocking is not possible as the land is not transferable. The
port has clarified that Income Approach, a method under which
the present value of future returns is assessed under the
Discounted Cash Flow (DCF) Method, was adopted in the year
2010 when the valuation of Cochin Port land was done after 11
years. The approach then adopted was with a view to assess
the base for correcting the aberrations in value perception on
account of the exponential price escalation that was visible all
around due to the infrastructure boom such as the new road
connectivity under the GIDA project, the ICTT at Vallarpadam
and the LNG project at Puthuvypeen, etc. All these factors
were considered for the valuation undertaken in 2010, on a
‘with and without’ basis, as applicable in Project Appraisal.

The port has stated that since all the projects have been
factored in for the valuation under the Income Approach in
2010 itself, they are not considered again for estimating the
future returns in the valuation of land in 2015. The Income
Approach, based on future returns, will again become relevant
when new projects are declared or materialize.

Therefore, the valuation in 2015 is limited to applying 60% of
the WPI movement between the two periods of valuation; 2010
and 2015.



The COPT has further stated that valuation of land since 2010
has not undergone any substantial change. The port has
empathetically stated that the valuation of land considered in
the current proposal based on the valuation of land done by
the approved valuer reflects the market situation. The valuer
has also compared the prevailing rates for lease /license
adopted in nearby major ports viz., New Mangalore Port, V.O.
Chidambaranar Port and Govt. Bodies in the vicinity viz.,
Cochin Special Economic Zone and KINFRA. The valuer has
stated that the market value of lands at CSEZ and KINFRA are
not comparable with the lands of COPT because the nature of
the business of the occupants are different. However, the
valuer has not furnished any remarks on comparison of market
valuation with the prevailing market rates in NMPT, VOCPT
etc. However, the valuer while concluding its report on land
valuation, has opined that there is no reason to increase in the
base valuation currently in force. However, the valuer has also
stated that there was an increase in the WPI by 26.42% from
2010-11 to 2014-15. Considering all the aspects critical to
cargo handling activity, including demand for the facilities in the
port area, for valuation of land of COPT, the valuer has used
the Wholesale Price Index (WPI) method as a base stating that
the Fiscal and Monetary Policy changes are greatly influenced
by changes in WPI and WPI is used as an important measure
of inflation in India. Accordingly, the Valuer has arrived the
increase in WPI from 2010-11 to 2014-15 as follows:

Details | 2010-11 | 2011-12 | 2012-13 | 2013-14 2014-15 | % of Increase in WPI
over 2010-11

WPI 143.32 156.13 167.62 177.64 181.19 26.42%
{(181-19-143.32)/
143.32}

For the purpose of valuation of COPT land, the valuer has
recommended the increase in value by indexing 60% of the
variation in WPI.

Considering 60% of the variation in WPI, the valuer has arrived
the estimated increase in valuation by 15.82% (60% of WPI of
26.42%). Accordingly, the valuer has valued the COPT lands.

As stated earlier, the COPT has also proposed to introduce a
new category of tariff item as “Hospitality" in Willingdon Island,
Fort Kochi, Bolghatty and Ernakulam-GIDA/Pachalam
locations. The valuer has arrived the market value for this
category by applying 26.42% (100% of WPI variation) to the
base market value of lands relating to commercial category. It
appears that since the criticality to cargo handling is not
relevant for allotment of lands for hospitality purpose, the
valuer has taken into account entire 100% variation in WPI to
arrive at the market value of the land for hospitality purpose.
Considering the recommendation of LAC for adoption of



market valuation of valuer and recognising that the proposal
has approval of the board, this Authority approves the same.

The COPT has finalized valuation of land under fourth factor of
LPG. The market valuation of port lands under the fourth factor
considered by the LAC while arriving at the proposed lease
rents are given below. The market value given below has been
arrived at by the valuer applying 15.82% increase over the
market value of land prevailing as in the year 2010. 15.82% is
arrived discounting the 100% WPI of 26.42% by applying 60%
over 26.42% to account for the criticality to cargo handling
including demand for the facilities in the port area.

Market Market Va_Iue Market Value per
Value per per Acre inX hectare in ¥ 2015
Sl. . 2015 by .
No Property Type Usage AcreinX applying 15.82% by applying
' 2010 (base ' 15.82% WPI on
value) WP on 2010 2010 base value
base value
1 | Willingdon Island
Ware Housing Non SEZ 12000000 13898400 34329048
Commercial area Non SEZ 15000000 17373000 42911310
Special residence Non SEZ 11250000 13029750 32183483
hﬁ?‘fa‘g'eth water Non SEZ | 18000000 20847600 51493572
Hospitality Non SEZ 18963000 46838610
2 | Vallarpadam
Ware Housing Non SEZ 16800000 19457760 48060667
SEZ 19320000 22376424 55269767
Commercial area Non SEZ 21000000 24322200 60075834
SEZ 24150000 27970530 69087209
Land with water Non SEZ 25200000 29186640 72091001
frontage SEZ 28980000 33564636 82904651
3 Puthuvypin
Ware Housing Non SEZ 11600000 13435120 33184746
SEZ 13340000 15450388 38162458
Commercial area Non SEZ 14500000 16793900 41480933
SEZ 16675000 19312985 47703073
Land with water Non SEZ 17400000 20152680 49777120
frontage SEZ 20010000 23175582 57243688
4 Fort Kochi
Commercial area Non SEZ 16000000 18531200 45772064
Hospitality Non SEZ 20227200 49961184
;‘riﬂ?aggh water Non SEZ | 19200000 22237440 54926477
Special Residence Non SEZ 12800000 14824960 36617651
5 Bolgatty
Commercial area Non SEZ 21000000 24322200 60075834
Hospitality Non SEZ 26548200 65574054
Ware Housing Non SEZ 16800000 19457760 48060667
6 GIDA Adjacent / Pachalam
Hospitality Non SEZ 29076600 71819202
Commercial area Non SEZ 23000000 26638600 65797342
7 Thevara ferry
Commercial area Non SEZ 18000000 20847600 51493572
;'rirr‘]?a‘g'em water Non SEZ | 23400000 27101880 66941644
8 Thevara CSL
Ware housing [ Non SEZ [ 14400000 | 16678080 | 41194858

This Authority approved the license fee for the covered & open
area licensed for a period of upto 11 months at areas other
than that specified under transit area in the general scale of
rates in May 2010 Order at ¥45/- for covered area and I35/- for



(V).

open area per sg. mtr or part thereof per month or part thereof.
The valuer has recommended 15.82% increase over the above
said rates for covered & open area.

The LAC has gone through the valuation of lands done by the
approved valuer. The LAC after evaluating the valuation report
submitted by the approved valuer has recommended to
consider the market value of land and lease rent @ 6% on the
market value per hectare per annum as per Annex-l. The
differential of 15% in market value between the SEZ area and
Non- SEZ area has been maintained in this proposal also by
the COPT as per the approach followed in the last proposal
which culminated into May 2010 Order.

The Board has approved the market value and lease rent as
recommended by the LAC. Considering no demand for the
marshy lands at the south end reclamation and huge
development expenditure is required for its use, the Board has
also approved to reduce the license fee for open space in
respect of the marshy lands at the south end reclamation by
75% of present license fee for open area which works out to
%10/- (rounded off) per sq. m. per month based on the
recommendation of the LAC and the valuer.

In the light of the analysis in the preceding paragraphs and
bearing in mind that the LAC, headed by Deputy Chairman
(COPT) and comprising of Head of the Departments of the port
trust, after review has recommended the market value and
lease rent of land of COPT following the amended Land Policy
Guidelines 2014 and also recognising that the Board of
Trustees of COPT, taking into consideration the report of the
LAC approved the proposed lease rent for COPT lands, this
Authority approves the lease rental as per the proposal of the
COPT.

It is relevant here to state that in the existing arrangement, the
charges for licence (storage) fee is prescribed in the general Scale of
Rates of the COPT approved by this Authority vide Order No.
TAMP/49/2011-COPT dated 1 April 2013 as part of general revision
of SOR of the COPT following the cost plus method under the tariff
guidelines of 2005. The license fee prescribed in the existing Scale

of Rates is reproduced below for ease of reference:

“7.2. - The License fee for the covered & open area licensed for
aperiod up to 11 months at areas other than that specified under

transit area vide Section 3.2.3 of the SOR.

Particulars

% per sg. metre. or part thereof per month
or part thereof from the date of allotment

Covered Space

45

Open Storage

35




(vi).

The current proposal of the COPT for revision of Licence fee/ lease
rentals for port lands includes prescription of licence fee for the
covered & open area for a period upto 11 months at area other than
that specified under transit area. The prescription of Licence fee for
the transit area is dealt in the subsequent paragraph. The port has
proposed to delink the prescription of Licence fee made in the general
SOR and prescribe it in the current proposal. It is noted from the
valuation report that the above said properties are being given on
licence basis for 11 months on rental basis. The amended Land
Policy Guidelines, 2015 stipulates at clause 10.1 which governs fresh
allotment of land in custom bound area to grant licence upto a
maximum period of 11 months at the bid value discovered through the
tender-cum-auction, wherever feasible. Where tender-cum-auction is
not possible, land is to be allotted on license basis at the latest rentals
notified by this Authority. The proposal of the port to delink the
existing rates from the general SOR and prescribe under Estate
Rentals is in compliance with the amended Land Policy Guidelines,
2014. The recommendation of the valuer to apply 15.82% over the
base license fee prevailing in May 2010 as per the general SOR has
been further recommended by the LAC and approved by the Board of
Trustees. The proposal of the port in this regard is approved.

As stated earlier, in the existing arrangement, there is a tariff item in
the general SOR for levy of charges related to storage of cargo at the
specified Transit Area on license basis based on cost plus method
prescribed under Tariff Guidelines 2005. Now, the COPT has also
proposed to modify the Charges applicable for storage of cargo at the
specified transit areas on licence basis bringing the licensing of
Transit area under Land Policy Guidelines. The COPT has also
proposed to modify the existing 3 slabs to 2 slabs. Neither the valuer
nor the LAC has made any recommendation on the license fee for
cargo stacking at the specified Transit areas.

To a query raised in this regard, the COPT has clarified that the
Transit area where the current storage charges are applied is
contiguous to the Estate Area outside the docks and is separated only
by a wall. Hence, the value of the land will be same. The COPT has
also clarified that there is no change in the methodology of calculation
of rent for transit area. The licence fee prescribed for the covered &
open area licensed for a period upto 11 months is on monthly basis.
The charges for storage of cargo at the specified transit area is on
weekly basis. The Port has taken the License fee proposed for open
and covered space outside transit area as base and arrived at the
licence fee for the specified transit area. [for Open area: 3I41/30 days
* 7 days = %.9.57] [for covered area: ¥52/30 days * 7 days = 312.13]
The COPT has also clarified that 20% increase is proposed for the
second slab i.e., after 8 weeks to ensure that users do not hold the
Transit Area for unduly long periods to the detriment of other users,
and to ensure that cargo stored at the Transit Area are evacuated fast.
In view of the reasons furnished by the COPT, the tariff proposed



towards license fee for open area, covered area and transit area by
the COPT is approved.

(vi). The existing arrangement for levy of lease rentals under

commercial/office purpose for landing cone of Naval airport at
Willingdon Island is 65% of the lease rentals applicable for Willingdon
Island. In the current proposal, the COPT has proposed to merge the
lease rental applicable for landing cone with the lease rental
applicable for Willingdon Island in relation to commercial category.
This revised arrangement works out to 78% increase over the existing
rate against 15.82% increase proposed by the COPT for other
categories of lands over the existing approved rates.
To a query raised in this regard, the COPT has clarified that to remove
ambiguity with regard to the lease rentals applicable for landing cone
area in respect of commercial /official purpose category in the
proposed lease rentals, the COPT has included the term “including
flying tunnel area” in the general rate for commercial /official purpose
category. In any case, the enhancement of 78% in the commercial
category landing cone area will not be a concern since there are no
lessees as reported by the COPT.

(vii). In the existing arrangement, there are tariff items towards lease
rentals under various categories. The COPT has proposed to delete
some of the said tariff items. The said tariff items with the reasons for
deletion are tabulated below:

(rate in X)
Location Land with | Commercial | Warehouse Special Reasons for deletion
water purpose purposes Residence
frontage for Purpose
berth and
back up

Vallarpadam 2334150 | As per land use plan at

(non SEZ aera) Vallarpadam no land has
been allotted in the category
of Special Residence
Purpose and no land is
earmarked for allotting in this
category.

Pallurthy — DLD 1733940 | Port has only two piece of

for Special land and both were allotted to

Residence Indian Coast Guard on

Purpose upfront payment basis for a
period of 30 years.

Pallurthy —water 2098863 | prescription of the proposed

fron; for Special lease rentals for these lease

Residence rentals does not have any

Fort Kochi-Hotel 2371200 1896960 | It has been decided to evict

Fort Kochi - 1185600 the present lessee and re-

Laurel Club allot the area for commercial

Fort Kochi - 2845440 purpose and accordingly, the

Customs lease rentals have been

Fort Kochi - 2845440 proposed on the basis of

Wharf prevailing commercial rate
and the same being made
applicable to the area leased
to Laurel Club.




Bolghatty

2334150 | There is no land allotted/to be
allotted in the category of
Special Residence at
Bolghatty

Ernakulam
GIDA Land

2726880 2556450 | The land at Ernakulam-GIDA
is earmarked for commercial
or hospitality purpose and
hence, it has been decided
not to maintain warehouse
and special residence rate in
the new proposal.

Ernakulam
Pachalam

2726880 | The land is vacant now and
the same is earmarked for
allotment in two categories
viz., Commercial and
Hospitality  purpose  and
hence, no lease rentals were
prescribed in the present
proposal.

Ernakulam
Therava

2134080 2000700 | The Empowered Committee
of MOS after detailed
discussion resolved to
recommend the extension of
lease of the available 4.7281
acres of land for a period of 30
years w.e.f., 01.04.2014 to
Cochin  Shipyard Limited
under warehousing purpose
and hence, it has been
decided not to maintain
separate rates for other
categories for this land.

(i%).

(X).

In view of the reasons furnished by the COPT, the deletions in tariff
items proposed by the COPT are approved.

The port has proposed to introduce a new lease rent item for
Ernakulam-Thevara Ferry Land with water frontage for berth and back
up at ¥40,16,499 per hectare per annum.

To a query raised in this regard, the port has clarified that the port is
currently levying the lease rentals for Ernakulam-Thevara Ferry Land
at the rates prescribed for Ernakulam-Thevara. Since the land is
proposed to be allotted in two categories viz., commercial and Land
with water frontage for berth and back up, the lease rental for
commercial purpose has been proposed with @ 15.82% increase in
line with the increase proposed for other categories of land. However,
neither COPT nor valuer has furnished the basis for arriving at the
market value of Ernakulam-Thevara Ferry under Land with water
frontage for berth and back up. However, considering the
recommendation of LAC for adoption of market valuation of valuer
and approval of the board, this Authority is approved the same.

In the existing arrangement, there is a tariff item for levy of Way leave
charges for TV cable lines at ¥3500/- per kilometer or part thereof per
annum which has been proposed to increase by 15.82% in line with
the increase proposed in the lease charges/license fee, which works
out to ¥4054/- per kilometer or part thereof per annum.



(xi).

(xii).

The COPT has also proposed a new tariff item to levy the Way leave
charges for Telephone cable lines at I5000/- per kilometer or part
thereof per annum.

To a query raised in this regard, the port has clarified that the Way
Leave Charges for TV cable was proposed lesser than that of
Telephone cables so as to get a subsidized tariff from the cable TV
operators as a welfare measure to Cochin Port Trust employees who
are main beneficiaries residing in the Port quarters in W/lsland.
Despite specific request the port has not furnished the basis for
arriving the new tariff item @ I5000/- per kilometer or part thereof per
annum. However, considering the recommendation of LAC and
approval of the Board, the new tariff item to levy way leave charges
for telephone cable lines at I5000/- per kilometer or part thereof per
annum is approved.

The port has proposed to introduce few new conditions. They are
discussed as follows:

(. The port has proposed to include a general note to collect an
annual lease rent equivalent to 3 times the nearest commercial
area in case of accreted land which has no access by the Port
through landward side and has access only through water.

To a query raised in this regard, the port has stated that the
Board has taken a decision to allot the accreted land which has
no access from land to the abutting land owners on license
basis by collecting 3 times the commercial rate in the nearest
location as per the Scale of Rates. The port has also clarified
that there is no relevant clause in the LPG regarding utilisation
and tariff for accreted land. Since the Board has resolved to
collect the charges and there is no pointed objection from
users/user organisations/ lessees, the proposed new general
note is approved.

(i).  As stated earlier, the proposal of the port includes licence fee
for covered space and covered space for office
accommodation for allotment on monthly basis for a period
upto 11 months on tender-cum-auction basis. The port
envisages to apply this rate of licence fee to built up space
allotted on lease for office / godown purpose in the building
constructed by the port as well as the buildings repossessed
by the port and buildings surrendered by the lessees. The
proposed note in this regard is approved.

Most of the users/ user association have objected the rates proposed
by the COPT. CPLHA and CSAA have raised objection on the upward
revision of lease rentals and hike in the fee payable on subleasing.



(xiii).

The valuer has arrived at the latest Market value for the Port Lands by
factoring only 60% of the WPI of 26.42% i.e., 15.82% considering all
aspects critical to cargo handling activity including the demand for the
facilities in port area. This enhancement of 15.82% is over and above
the base lease rent as on 11 July 2010. As rightly stated by COPT,
the lease rent is already covering 9.81% escalation during the last 5
years and net increase proposed will be only 4.90% of the existing
lease rentals applicable for the year 2015-16. An increase of 4.90%
cannot be treated as a substantial increase in the lease rentals.

They have stated that the increase in sublease levy from 325 per sgm.
per month to 50% of the rent collected from the sublease was not
justified by the COPT in claiming a share where no investment has
been made by them. The users/user associations also stated that they
have challenged the levy of 50% of rent from sub lease and the Single
Bench of Hon’ble High Court of Kerala has stayed the levy of 50% of
rent from sub lease.

With regard to stay on levy of 50% of the rent towards sublease by
the Hon’ble High Court of Kerala, the port has stated that there is no
legal impediment on the current proposal filed by the COPT for revision
of lease rent which is for next tariff cycle. With regard to increase in
levy on sublease, the enhancement is proposed as per the Land Policy
guidelines 2014 issued by the MOS.

The M/s. Cochin Shipyard Limited (CSL) has made an objection on
the proposal of COPT to levy the lease rentals for land relating to
landing cone of Naval airport at Willingdon Island on par with lands at
Willingdon Island for land with water frontage for berth and back up
stating that there is a nil lease rent for the landing cone of naval airport
at Willingdon Island in the existing arrangement and requested for
either nil rate or reduced rate of 65% as prescribed for
commercial/office category in the existing SOR as the said land is
deficient and cannot be utilized. The COPT has rejected the
contention of CSL that the lease rent for landing cone is prescribed
as nil in the existing lease rent schedule. The port has also stated
that the lease rentals applicable at Willingdon Island for land with
water frontage category will also be applicable for the lands relating
to landing cone of Naval airport also. The port has also stated that it
cannot give the land free of cost and also clarified that the matter is
already clarified and settled by them. Further, the port has also stated
that the MOS vide its letter no.PD-25021/15/2015-COPT dated 13
November 20156 directed the COPT to collect the lease rent as per
the lease deed conditions.

The CSL has also raised objection stating that they are paying the
lease rentals for water body for the waterfront area leased to them
under two different heads i.e., one under land with water frontage for
berth and backup and another under for waterbody @ 50% of
applicable lease rentals. The COPT has sought to argue that it
collects 50% of the license fee for abutting land for waterbody as per



(xiv).

(xv).

(xvi).

Land Policy Guidelines. The levy of 50% of the license fee for abutting
land for waterbody, is also reported to be covered by the lease deed
conditions entered between COPT and CSL.

Under the circumstances, there does not appear to be much left with
for this Authority to decide on the contentions of CSL and COPT about
the lease rentals for land relating to landing cone of naval airport and
lease rental for waterbody. This Authority is not the appropriate forum
to settle the dispute, if any, between the CSL and COPT.

The issue raised by the M/s. Petronet LNG Ltd., (PLL) on the
classification of land allotted to PLL pertains to the Order dated 4 May
2010 passed by this Authority. In compliance of the direction issued
by the Hon’ble High Court of Kerala, the Secretary, Shipping initiated
proceedings on the classification issue raised by the PLL, engaging
COPT, PLL and this Authority. The outcome of the proceeding is
awaited from the Ministry of Shipping. There is no order from any
other Authority restraining this Authority to dispose of the current
proposal.

The Parison Infrastructure Ltd., (PIL) has requested this Authority to
refrain from implementing the proposed SOR stating that there are
restriction on import of palm oil through kerala ports.

As clarified by COPT the land allotted to PIL was on upfront payment
basis and accordingly, the PIL has remitted the upfront premium for
30 years and PIL have to pay annual rent @ 1 per sqgm. per annum
only. The COPT has also clarified that the proposed revision of lease
rentals will not be applicable.

The EIH Associated Hotels Ltd., (EIHAHL) formerly known as M/s.
Island Hotel Maharaj Ltd., has stated that they have paid the lease
rent for the entire lease period upto 2032 with an annual escalation of
2% and hence, no further increase should be imposed. The EIHAHL
requested to not consider the increase in the proposed lease rentals
as it will leads to huge pressure on cost.

In this regard, the COPT has stated that two plots admeasuring
1.8316 acres and 0.2546 acres were leased to EIHAHL. Land of
1.8316 acres was allotted on upfront payment basis and accordingly,
the EIHAHL has remitted the upfront premium for 30 years i.e., upto
27.04.2032 and EIHAHL has to pay annual rent @ X1 per sgm. per
annum only. The COPT has also clarified that the proposed revision
of lease rentals for the extent of land of 1.8316 acres will not be
applicable. With regard to extent of land of 0.2546 acres, the COPT
has stated that the lease period is valid upto 31.12.2012. Since, the
EIHAHL is continuing the occupation of the area from 01.01.2013, the
lease rentals are being collected based on the latest rate applicable
for commercial purpose at Willingdon Island. The COPT has sent the
proposal of renewal of lease to the Empowered Committee of MOS
for its approval. The COPT has also stated that the EIHAHL has
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already paying lease rentals with 9.81% escalation on the base lease
rent of 11.07.2010 and the net increase is only 5.47% over the lease
rent for the 2015-06 and the EIHAHL have to remit the lease rentals
as per the revised SOR from time to time. This Authority does not like
to comment on the individual lease agreement.

The Bharat Petroleum Corporation Ltd., - Kochi Refinery (BPCL) has
stated that the proposed increase in the lease rental is not applicable
to BPCL stating that the lease rentals of 70 ha. land at Puthuvypeen
will be reviewed based on the MOU. The BPCL has also stated that
they have rejected the claim of lease rentals made by the COPT @
1976988 per ha. Instead of leviable lease rental of 250000 per ha.
as per the MOU.

In this regard, the COPT has clarified that the claim was withdrawn
for the enhanced lease rentals as per the decision taken by the Board
of Trustees of Port of Cochin. The COPT has also clarified that the
proposed revision of lease rentals will not be applicable in respect of
70 ha. of land allotted to BPCL.

The Container Corporation of India Ltd., (CCIL) has stated that the
CCIL is developing a state of art CFS facility at Vallarpadam on 7.06
ha. of land taken from COPT on upfront basis for 30 years and
accordingly, paid the upfront premium of X3 crore per ha. The CCIL
has also stated that the capacity utilization is only 36% of projected
volume of 1 million TEUs of phase I. In this regard, the CCIL has
requested this Authority to consider either retaining or decreasing the
existing lease rent stating that the upward revision of lease rentals will
adversely affect the financial viability of the project and increase in
transaction cost of port users which will adversely affect the volume
traffic. The COPT has not furnished any comments/remarks in this
regard.

It is understood from the comments of CCIL, that the land of 7.06 ha.
was allotted on upfront basis and the CCIL, accordingly, paid the
upfront premium for the said land. In cases where the lands are
allotted on upfront basis, the annual lease rentals are payable @ X1
per sgm. per annum and the proposed revision of lease rentals will
not be applicable. The COPT has also confirmed the same
responding to a clarification sought by the BPCL, PIL and EIHAHL, as
brought out above. However, since, levy of lease rentals are
governed by the lease agreement entered into between CCIL and
COPT, the clauses as per lease agreement may have to be followed.

The Cochin Custom House Agents Association (CCHAA) has also
raised objection on the upward revision of lease rentals and hike in
the fee payable on subleasing. The objections raised by the CCHAA
is almost same in case of comments furnished by CPLHA and CSAA.
However, the KPT has not furnished its specific comments on the
comments of CCHAA.



Since the proposal of the COPT is based on the recommendation of
the LAC, following the amended Land Policy Guidelines and with the
approval of the Board, this Authority, under the amended Land Policy
Guidelines 2014, has to go by the proposal of the COPT.

(xx). (a). Clause 18 (c) of Land Policy Guidelines, 2014 and clause 13(c)
of the amended Land Policy Guidelines 2014 give flexibility to
Ports to fix rate of annual escalation which should not be less
than 2% with the approval of the Port Trust Board. Based on
the recommendation of the LAC, the Board has approved the
annual escalation @ 2%. The condition proposed by the COPT
is approved.

(b). The general note to Chapter VIl proposed by the COPT stating
that all the conditions governing lease rentals shall be in line
with the Land Policy Guidelines of Ministry of Shipping from
time to time is incorporated as proposed by the COPT.

10.1. In the result, and for the reasons given above, and based on a
collective application of mind, the Estate Rental schedule attached as Annex-Il is
approved by this Authority. The COPT is directed to replace the existing Estate
Rental schedule (Chapter-VIII) with the Estate Rental schedule approved now.

10.2. As stated earlier, the COPT has proposed to implement all the rates
proposal after 30 days from the date of notification of the Order in the Gazette
of India. Accordingly, the revised lease rentals for the lands of COPT shall come
into effect after expiry of 30 days from the date the Order is notified in the Gazette
and shall be in force for five years. The approval accorded may automatically lapse
thereafter unless specifically extended by this Authority. The condition proposed
by the COPT is suitably modified and approved

10.3. The validity of the relevant chapter of Estate Rentals prescribed in the
general Scale of Rates is deemed to have been extended with 2% escalation from
the applicable date till the effective date of the implementation of the revised lease
rentals/license fee.

(T.S. Balasubramanian)
Member (Finance)



Market value of Land and Lease rentals

Annexure — |

Market Value | Market Value
Market . : Lease rent
Value per Acrein ¥ | per hectare in per
Sl. per Acre 2015 .by N 2015. by hectare @
NoO. Property Type Usage in ¥ 2010 applying applying 6% in T
(base 15.82% WPI 15.82% WPI (column
on 2010 base | on 2010 base
value) no.6 * 6%)
value value
1 2 3 4 5 6 7
1 | Willingdon Island
Ware Housing Non SEZ | 12000000 13898400 34329048 2059743
Commercial area Non SEZ | 15000000 17373000 42911310 2574679
Special residence Non SEZ | 11250000 13029750 32183483 1931009
Land with water frontage Non SEZ | 18000000 20847600 51493572 3089614
Hospitality Non SEZ 18963000 46838610 2810317
2 | Vallarpadam
Ware Housing Non SEZ | 16800000 19457760 48060667 2883641
SEZ 19320000 22376424 55269767 3316185
Commercial area Non SEZ | 21000000 24322200 60075834 3604550
SEZ 24150000 27970530 69087209 4145233
Land with water frontage Non SEZ | 25200000 29186640 72091001 4325459
SEZ 28980000 33564636 82904651 4974279
3 | Puthuvypin
Ware Housing Non SEZ | 11600000 13435120 33184746 1991084
SEZ 13340000 15450388 38162458 2289747
Commercial area Non SEZ | 14500000 16793900 41480933 2488856
SEZ 16675000 19312985 47703073 2862184
Land with water frontage Non SEZ | 17400000 20152680 49777120 2986628
SEZ 20010000 23175582 57243688 3434621
4 | Fort Kochi
Commercial area Non SEZ | 16000000 18531200 45772064 2746324
Hospitality Non SEZ 20227200 49961184 2997671
Land with water frontage Non SEZ | 19200000 22237440 54926477 3295588
Special Residence Non SEZ | 12800000 14824960 36617651 2197060
5 | Bolgatty
Commercial area Non SEZ | 21000000 24322200 60075834 3604550
Hospitality Non SEZ 26548200 65574054 3934443
Ware Housing Non SEZ | 16800000 19457760 48060667 2883641
6 | GIDA Adjacent / Pachalam
Hospitality Non SEZ 29076600 71819202 4309152
Commercial area Non SEZ | 23000000 26638600 65797342 3947841
7 | Thevara ferry
Commercial area Non SEZ | 18000000 20847600 51493572 3089614
Land with water frontage Non SEZ | 23400000 27101880 66941644 4016499
8 | Thevara CSL
Ware housing | Non SEZ [ 14400000 | 16678080 41194858 2471692




Annexure - 11

CHAPTER - VIII

ESTATE RENTALS

8.1. Lease of Port land at various locations:
Land with .
Commercial
water / office Special
Sl. . frontage Warehouse P : Hospitality
Location (other than Residential
No for berth purposes Purpose
warehouse) Purpose
& back
purposes
up
Rate in X per hectare per annum
Willingdon

1 | !slandincluding | 5,89 614 | 2574679 | 2059743 | 19,31,009 | 28,10,317
flying funnel
area.

p | Vallarpadam- 4 o o5 4o | 3604550 28,83,641 N.A N.A
Non SEZ Area e e 10 ' '
Vallarpadam -\ g 74 579 | 4145233 33,16,185 N.A N.A
SEZ Area
Puthuvypeen -

3 | Non SEZ Area | 29:86.628 24,88,856 19,91,084 N.A N.A
Puthuvypeen - | 54 34 621 | 28,62,184 22,89,747 N.A N.A
SEZ Area

4 | Fort Kochi 32,95,588 27,46,324 N.A 21,97,060 29,97,671

5 | Bolghatty N.A 36,04,550 28,83,641 N.A 39,34,443
Ernakulam -

GIDA/ N.A 39,47,841 N.A N.A 43,09,152

6 Pachalam
Ernakulam -

Cochin N.A N.A 24,71,692 N.A N.A
Shipyard Ltd
Ernakulam - 40,16,499 | 30,89,614 N.A N.A N.A
Thevara Ferry
Note: To arrive at the rate per Acre per annum, the rate per hectare per annum
may be divided by 2.47.
8.2. The License fee for the covered & open area licensed for a period up

to 11 months at areas other than that specified under transit area vide Section

8.2.1 of the SOR.

. T per sg. meter or part thereof per month (30
SI. No. Location days) or part thereof from the date of allotment
1 Open Storage 41
2 Covered Space 52
3 Covered Space for Office
Accommodation 174




8.2.1.

8.3.

4 Open area in South End

Reclamation(SER) 10

License Fee for Storage of Cargo at the specified Transit Area

Transit area, will be specified by the Board for allotment for storage of cargo
to the owners or their agents on licence basis in lieu of demurrage. The
COPT shall allot such area subject to availability and on payment of
wharfage on the entire cargo at the time of allotment of storage area. Such
allotment shall be vessel wise and license fees shall be recovered at the
rates specified below:-

Per Sq.m per week or part thereof (in )

Duration

Covered storage

Open Storage

Up to 8 Weeks

12.13

9.57

9th Week onwards

14.56

11.48

Transit area for recovery of the afore said charges shall include the entire
open and covered area inside the security wall at Ernakulam Wharf and the
entire open and covered area inside the security wall at Mattancherry Wharf
including the extension north of Q4, unless otherwise specified. The cargo
thus stored shall remain at the sole risk and responsibility of the owners or
their agents and they will be responsible for any claims arising in respect
thereof during the period of storage.

The aforesaid shall not preclude the COPT from allotting the transit area for
purposes related to cargo/ vessel operations such as storage of equipment,
ship’s spares etc.

The Port shall also permit the owners or their agents to move the cargo
directly from the wharf and stack the same in the Port area in Willingdon
Island other than the Transit area under customs bond on licence basis at
the rates specified for license under Estate Rentals. The cargo availing such
storage shall pay wharfage on the entire quantity before being moved out
of the wharf. The cargo thus stored shall remain at the sole risk and
responsibility of the owners or their agents and they will be responsible for
any claims arising in respect thereof during the period of storage.

Note: Minimum charge recovered for each allotment shall be 250 per
week.

Way leave charges for laying pipelines through port land

I\Slcl). Description Unit of Measurement Rate (in )
For laying
1 pipelines through (I;’séus?e.éngteri pee”rn:nnum for the area 417
port land P y pip




8.4.

8.5.

8.6.

Note to Section 8.3 above: For the purpose of way leave charges, the area
occupied by single pipelines should be calculated based on the diameter
and length of those pipelines. In case of multi-layer pipeline stacks, the
physical area occupied by the multilayer pipeline stacks should be
considered and the respective users should be billed for pro-rata area on
the basis of the diameter and length of their pipelines passing through that
area. With respect to the area shared with road, rails, jetties, etc., the
respective users should be billed pro-rata for 50% of concerned area
assuming that they do not have exclusive possession of land and what they
have is only ‘Right of Way’. As far as underground pipes are concerned if
the users establish that the possession of surface area above the
underground cross-country pipelines is not physically with them, the area
occupied by such pipelines should be counted 50% of the product of
diameter and length, for the purpose of levy of way leave charges.

Way leave charges for TV cable lines.

NS(L' Description Unit of Measurement Rate (in %)
1 I_:or TV cable Per kilometer or part thereof per 4054
lines annum
Way leave charges for Telephone cable lines.
S(l)' Description Unit of Measurement Rate (in %)
For Telephone | Per kilometer or part thereof per
1 . 5000
cable lines annum

Note to Section 8.5 above. As per item no. 3 of the Broad Terms and
Conditions for issuance of Right of way Permission for laying pipelines/
conveyors in Policy Guidelines for Land Management by Major Ports-2014-
Clarifications and Amendments, facility compensation or right of way
charges shall be paid by all parties..

Sub Lease.

The existing lease holder having valid lease at the time of issuance of LPG
2014 may be allowed to sublet/partially sublet the leased premises to
another party for the same purpose for which it was originally allotted. Also,
such subletting shall be in accordance with the Land Use Plan and before
allowing this, the port shall recover 50% of the rent charged by the lessee
from the sub — lessee for the entire period of sub lease irrespective of the
fact whether land was originally allotted on upfront basis or annual rental
basis. The original lessee would continue to remain responsible for payment
of lease rent and for adherence to the terms and conditions of lease.



However, in respect of leases which shall be entered into after the coming
into effect of the Land Policy Guidelines, 2014, in cases where, the lessee
is not able to utilize the entire land leased to him, the portion of the lease
premises not required by him should be surrendered and no subletting shall
be permitted. The leased premise also includes structures built on lease
land for the purpose of recovering of subletting fee.

General Notes to Chapter VIl Estate Rentals:

1.

The rates prescribed shall be applicable after expiry of 30 days from the
date of notification of the order in the Gazette of India and will be valid for
period of 5 years.

After expiry of one year from the date of implementation of this Order, the
rates shall be escalated by 2% per annum till such time the rate is revised
with the approval of the Competent Authority.

The other conditions governing the license fee shall be as per the Revised
Land Policy Guidelines of 2014 issued by the Ministry of Shipping w.e.f.,
July 2014, and as may be amended from time to time.

In case of accreted land which has no access by the Port through landward
side and only through water, it is proposed to collect an annual lease rent
equivalent to 3 times the nearest commercial area while allotting the land to
the abutting land owners.

The rates applicable for License fee for the covered space for office space
& covered space allotted on monthly basis will also be made applicable to
built up space allotted on lease for office/ godown purposes charged on
monthly basis.

*kkkk



SUMMARY OF THE COMMENTS RECEIVED FROM THE PORT USERS/ DIFFERENT
USER ORGANISATIONS / PROSPECTIVE APPLICANTS AND ARGUMENTS MADE
IN THIS CASE DURING THE JOINT HEARING BEFORE THE AUTHORITY.

F.No.TAMP/73/2015-
COPT

Proposal received from Cochin Port Trust (COPT) for
revision of Lease Rents of Port Land.

1. A summary of comments received from the users / user organisations

and lessees and the response of the COPT thereon is tabulated below:

Sl Comments of users / user organisations Reply furnished by COPT

No.

(i). | The Cochin Port Lease Holders’

Association (CPLHA)

(). | The newly amended Land Use Plan for | M/s. KITCO has analysed all aspects before
Major Ports, 2014 has only increased the | concluding the proposed market value and
uncertainty among all the stakeholders and | they have accounted the demand factor also
in general deterrent to their interests. Due to | and accordingly necessary reduction factor
this, many Companies have left the Island | has also been applied on it.
and this has seriously affected the business
activities here. M/s. KITCO arrived at the latest Market Value

(i). | CPLHA distressed to note that the Port is | for the Port land by factoring only 60% of the
discouraging lease holders by their | Whole Sale Price Index of 26.42% ie. 15.82 %
decisions to increase the ground rent | considering all aspects critical to cargo
exorbitantly; and by demanding 50% of the | handling activity, including the demand for the
rent collected towards sub lease levy and | facilities in the Port area. This
insisting on minimum throughput from the | enhancement of 15.82% is over and above
Port user when the maritime trade is in a | the base lease rent as on 11-7-2010. The
precarious state. lease rent is already covering 9.81%

(iii). |(@) The infrastructure, provided by the | escalation during the last 5 years and net

leaseholders, such as warehouse and
office space has contributed to the
growth of the Port in a substantial
manner over these many years. Much
like the infrastructure providers in the IT
and Techno Parks, the leaseholders
have provided the infrastructure which
enabled many shipping lines and those
connected with the impex trade to
establish a presence in Cochin Port, over
the years augmented the Port’s revenue.
More than 90% of the leaseholders are in
one way or the other involved in Port
related business.

(b) The Port had in the past recognised this
practice of subleasing and the
introduction of a sublease levy has only
been to ensure that subleases are made
only to genuine port users. The record
will show this.

(c) It now appears that the Port wants to
burden the leaseholders with a penal
charge whereas CPLHA feel that all
these years CPLHA have only
contributed to the development of the
Port. The rents charged by the

increase proposed will be only 5.47% of the
existing rate of lease rent during FY 2015-16.
As 5.47% cannot be treated as a substantial
enhancement, the contentions raised by them
are devoid of merit.

The enhancement of sub lease levy is as per
the Policy Guidelines for Land Management
by Major Ports 2014 issued by the Ministry of
Shipping and Cochin Port has no comments
to offer for the same.




leaseholders for warehouses and offices
owned by them are about the lowest in
any business district of Cochin and
nearby areas.

(iv).

Another important aspect is that the Port has
been floating tenders for providing land and
buildings which have been taken over by
them on license/lease basis, but there have
been very few bidders for certain
plots/buildings. This itself proves the lack of
demand for spaces on the Port’s land.

(V).

The proposed lease rent hike for Office
space is ¥10,42,380 and for Warehouses it
is ¥8,33,904. We are disappointed to note
that the last revision itself was unilateral and
none of our concerns were taken into
account. With this new increase in the lease
rent, several leaseholders may vacate their
premises at Willingdon Island. A reduced
lease rent is what is required. The Cochin
Port Leaseholders’ Association has
challenged the decision of the COPT to
apply the latest Scale of Rates on ongoing
leases as this was completely violating the
agreement these leaseholders have with the
Cochin Port Trust. The matter is now before
the Single Bench, High Court of Kerala and
the Hon’ble Court was pleased to issue a
stay on the matter.

(vi).

The lease agreement with the Port provides
for subleasing of premises by the lessee
with written request to the Port Trust. The
Port will approve the sublease in writing.
The lessees are subleasing their premises
only with the written approval of the Port
Trust. The Port is collecting sublease levy at
325.00 per sg. metre per month for the
portion of the premises let out to the sub-
lessees who are carrying out port related
activities. Through the Land Use Policy,
2014, the Cochin Port Trust decided to hike
the levy to 50% of the rent collected from the
sub-lessee. The Cochin Port Leaseholders’
Association is of the opinion that this
decision cannot be justified especially when
the Port is claiming a share from something
on which there has not been an investment
from their side. Moreover, the sublease levy
hike of 50% is notified as the income from
the land through subleasing and not from
the building. The Association also
challenged this aspect legally and a stay
was granted on the matter by the Single
Bench, High Court of Kerala. Moreover, we
feel that this hike of 50% is exorbitant
considering the level of taxes for other
matters. The collection of 50% of rent
towards sub lease levy is justified only if the
lessee sublets the land without any
investment. The concept of sub lease levy




was introduced many years ago as a
measure to check and control that only port
users and shipping related activities are
allowed to operate Port’s land. It is only a
mechanism for obtaining permission from
the Port to sublet to a Port user and the
sublease levy is collected towards covering
the costs for granting such permission. To
include the 50% sublease levy as stipulated
in the proposal to the TAMP CPLHA feel itis
unwarranted especially in view of what we
have stated above.

(vii).

The star hotels are being exempted from
paying the sublease levy. The hotels are
doing the activity of subleasing to outsiders
on a day to day basis. So this discrimination
shown by the Port Trust. Moreover, by
directly leasing out premises, and claiming
that rentals are much lower, the Port will be
restricting its income to the lower rental only
and forgoing the income from ground rent
and sub-lease levy being received from
regular lessees.

(viii).

The land on the Willingdon Island had been
developed over the years through active
participation of the existing Companies.
These private organisations, majority of
them doing business with the Cochin Port
Trust for ages, have constructed large
warehouses and office buildings. In a
Survey conducted by us in 2014, it was
found that the decision to cancel sub-leasing
will drastically affect a large number of
businesses who have already constructed
infrastructure on the Willingdon Island.
Some of these are multi-storied buildings
and it is not practical to surrender one
unused floor/room back to the Port as
stipulated in the Land Use Policy. To this
extent, it has to be assumed policy
guidelines refer to land sublease alone and
not the building.

Therefore to conclude, the latest proposal to
increase the lease rents especially on the
Willingdon Island is untimely and
detrimental to the trade’s interest. CPLHA
therefore request to kindly reconsider the
Cochin Port Trust's proposal and also to
grant us an opportunity to attend the joint
hearing with the COPT in order to resolve
the pending issues of the leaseholders.

i)

Cochin Steamer Agents Association
(CSAA)

The newly amended Land Use Plan for
Major Ports, 2014 has only increased the
cost of doing business through Cochin Port.
Because of this many Companies are
leaving the Port area and this will seriously
affect the business activities in Willingdon
Island. As such any further increase in lease

M/s. KITCO arrived at the latest Market Value
for the Port land by factoring only 60% of the
Whole Sale Price Index of 26.42% ie. 15.82 %
considering all aspects critical to cargo
handling activity, including the demand for the
facilities in the Port area. This enhancement
of 15.82% is over and above the base lease




rent at Willingdon Island will only bring down
the revenue of the Port Trust.

(ii).

99%o0 of the lease holders are in one way or
the other connected with the Port's
activities, either as Steamer Agent, C&F
agents, in the forwarding and logistics
business, exporters/importers or warehouse
providers. The increase in ground rent is
only detrimental to the Ports current
situation. To help the Port improve its
present situation it is important to attract as
more Port users as possible to use port area
by offering suitable infrastructure at lower
rentals.

(ii).

The report submitted by KITCO states that
only 38% of 328 hectares of Cochin Port
Land have been leased to various entities.
As such the availability of surplus land for
lease should also be taken into account
while revising the rental rates for the future
leases. In this aspect we are of the opinion
that the vacant land on the South of the
Island which needs to be developed could
be developed either by the Port or be leased
out at a very competitive rate to prospective
entrepreneurs who would be interested in
commencing business at Willingdon Island
thereby bringing in more business activity in
the Port area and thereby increased
revenue to Cochin port.

(iv).

Increasing the Lease rent exorbitantly and
demanding 50% of the rent collected
towards sub lease levy and at the same time
insisting on minimum throughputs from the
stake holders will be detrimental to the
interest of the stake holders who are
operating through Cochin Port as industrial
growth in Kerala has been very slow since
last decade and the interstate Tax regime
does not permit the stake holder to compete
with neighbouring port for diverting cargo
from these ports.

(V).

A reduced lease rent is what Port should
explore so as to increase avenues for
development of maritime business instead
of imposing high rents, levies and taxes on
the existing stake holders.

vi).

The concept of sub lease levy was
introduced as a measure to ensure that only
shipping related business activities will
happen in ports land and its premises and
towards covering the costs for granting such
permission. It was not deemed as a major
source of income for port. Moreover, by port
directly leasing out premises, and claiming
that rentals which are much lower, the port
will be restricting its income to the lower
rental only and forgoing the income from
lease rent and sub-lease levy being
received from regular lesees.

rent as on 11-7-2010. The lease rent is
already covering 9.81% escalation during the
last 5 years and net increase proposed will be
only 5.47% of the existing rate of lease rent
during FY 2015-16. As 5.47% cannot be
treated as a substantial enhancement, the
contentions raised by them are devoid of
merit.

The enhancement of sub lease levy and
enforcement MGT are as per the Policy
Guidelines for Land Management by Major
Ports 2014 issued by the Ministry of Shipping
and Cochin Port has no comments to offer for
the same.




Therefore to conclude, the latest proposal to
increase the lease rents especially on the
Willingdon Island is untimely since stake
holders will be put to increased financial
constrains at a time when the business
opportunities through Cochin Port is not very
optimistic. We, therefore, would request you
to kindly reconsider the Cochin Port Trust's
proposal for increase in lease rent by around
flat 15.82% across the board without
actually looking into the negative effect of
such a rate increase when the real estate
prices in Cochin area has been stagnating
since last three years with not too many
takers (less demand).

(i),

Cochin Shipyard Limited (CSL)

(.

(a). CSL took over possession of 8.16
hectares of “Land with water frontage
for berth and  back up” including 5.00
hectares of land falling under the
‘Landing cone of Naval airport” at
Willingdon Island, as stated in the
Tender Document for International Ship
Repair Facility (ISRF) issued by COPT
which eventually formed part of the
lease agreement between CSL and
COPT for the said land. As per the said
Lease Agreement, CSL has agreed to
pay lease rent and lease rent deposit to
COPT in respect of the said 8.16
hectares of land as per SoR notified by
the TAMP applicable to the respective
category of land from time to time.

(b). Lease rent applicable to the “Land with
water frontage for berth and back up ” at
Willingdon Island as notified by the
TAMP vide its Notification dated 11
June 2010 is ¥26,67,600/- per hectare
with 2% annual cumulative increase
valid for 5 years. Lease rent applicable
to the land under the “Landing cone of
Naval airport” at Willingdon Island as
notified by the aforementioned TAMP
notification is “....”, legitimately meaning
no lease rent.

(c).The same TAMP notification
unambiguously stated that the annual
lease rent for the land falling under
‘Landing cone of Naval airport” at
Wilingdon Island mentioned under the
category of land for “Commercial/Office
(other than warehouse) purpose”, is
314,44,950/- per hectare which is 65%
of the annual lease rent of ¥22,23,000/-

per hectare  for normal land for
commercial/office (other than
warehouse) purpose at Willingdon

Island.

Issues related to land and waterbody allotted
to CSL for ISRF at W/lIsland

Cochin Port is collecting the lease rent as per
the conditions in the lease deed executed
between COPT and CSL for the allotment of
8.12 hectares of land and 15 hectares of water
body. Their representation for nil rate for the
area coming under “Landing cone of Naval
airport” was considered by Ministry and vide
letter No.PD-25021/15/2015-COPT dated 13-
11-2015 directed Cochin Port to collect the
lease rent as per the lease deed conditions.
Further, their contention that the 2010 SOR
for lease rentals does not provide for any rate
for the area under landing cone is not correct,
as there is no nil rate for this area. The SOR
for this area is also as per the rate applicable
for other areas coming under the land with
water frontage for berth and back up.

Further, as per the new proposal of lease rent,
the lease rent rates fixed for land at W/lsland
are including the landing cone area. Hence,
there is no discrimination in rate whether the
land is coming under the landing cone or not.




(d).

(e).

It is a clearly known fact to all that land
falling under the landing cone of any
airport suffers from the inherent
utilization defect in terms of height
restriction of 4.5 meters for every
structure situated in such landing cone
area of the airports. In other words,
such land can not be fully utilized and to
that extent is underutilized. Hence
either nil lease rent or 65% of the normal
lease rent as rightly decided by the
TAMP and stated in the said
notification. Facts being what they are,
CSL was constrained to pay lease rent
at the full rate of lease rent applicable
for the normal land with water frontage
for berth and back up, even for the said
usage restricted land of 5.00 hectares
falling under the landing cone of naval
airport at Willingdon Island.

The same was paid to COPT by CSL
under protest subject to disposal of the
grievance submitted by CSL to the
Ministry of Shipping in this regard. CSL
did so as per the assurance given by the
Chairman of COPT that excess rent
paid by CSL to COPT in this regard
would be refunded to CSL by COPT in
the event the competent authority taking
a decision in favor of CSL.

(ii)-

15.00 hectares of water body contiquous to

the afore mentioned land with water

frontage at Willingdon Island, Cochin. As per
the agreement between COPT and CSL, the
lease rent for the said 15 hectares of water
body is at the rate of 50% of the rate of lease
rent applicable to the adjoining land with
water frontage. There is no specific rate of
lease rent prescribed for water body under
the existing SoR notified by TAMP.

Cochin Port has fixed the lease rent for water
body, as per the Land Policy for Major Ports
2010 which states that the License fee for
water area would be 50% of the license fee for
abutting land. Accordingly lease rent being
collected for the water body is 50% of the
lease rent for abutting land, which is in the
category of Land with water front for berth and
back up. This is also covered in the lease
deed conditions.

(iil).

4.7281 acres (1.9142 hectares) of bed of

Issues related to allotment of 472.81 cents of

water at Ernakulam Channel reclaimed and

land on lease.

developed by CSL during its project

implementation period way back in 1961 to

1970.

(@)

The said bed of water which technically
belonged to COPT by virtue of Major
Port Trust Act, was required for the
Shipyard project for aligning its berths
and dry docks during the initial stage of
the project implementation. While the
Government of Kerala surrendered
major portion of already developed land
including considerable portion of the
prestigious MG Road in Ernakulam to

(a) Cochin Port was allotted 4.7281 acres of
land reclaimed and developed by CSL at
Thevara in front of the land belonging to
CSL w.e.f 24.01.1977. The lease rent was
being collected at the rate fixed on mutual
consensus between CSL and COPT ie. @
Rs.63,041/- per year.

(b) During 1977 at the time of establishment
of Cochin Shipyard Ltd., the foreshore
measuring 4.7281 acres was reclaimed
by M/s. Cochin Shipyard Ltd. with the
permission of COPT and Government.




(b)

()

the Shipyard Project free of cost,
Cochin Port Trust claimed lease rent for
this undeveloped bed of water
reclaimed and developed by CSL out of
its initial project fund. Govt. of India
interfered and the lease rent was fixed
at 1/39 of the rate of lease rent
applicable to normal port developed
land w.e.f 1977 onwards.

CSL kept on paying the lease rent for
the said land at the rate as prescribed
by the Gol until recently. But to the
surprise of CSL, COPT demanded
enhanced lease rent for the said land
with retrospective from 01.04.2012,
quoting a decision of the Empowered
Committee of the Ministry of Shipping.

Apparently mislead by the
misrepresentation of COPT that the
said land in the possession of CSL was
like any other pieces of land leased out
by COPT, Empowered Committee
decided to remove the concessional
rate of 1/3 rate enjoyed by CSL since
more than 38 years and to fix the same
rate of lease rent applicable to other
normal land leased out by COPT to
other parties. CSL did not have any
opportunity to present its case before
the Empowered Committee prior to
making such a decision. This portion of
the bed of water reclaimed and
developed by CSL did not figure in the
presently valid SoR chart notified by
TAMP. For the first time, this piece of
land has found a place in the list of land
leased out to various parties by COPT
as shown in their proposal for revision
of lease rentals of port land. Aggrieved
by this one sided decision of COPT and
Empowered Committee of Ministry of
Shipping, CSL has represented to the
Ministry highlighting the above historical
facts and circumstances pertaining to
the said CSL land. This issue is also
pending disposal by the Ministry.

(©)

(d)

(e)

Cochin Shipyard Ltd. requested for fixing
nominal rent of Re.l/- which was not
acceptable by Cochin Port Trust as well
as Ministry. Ministry vide letter
No.PW/PTI/111/77 dated 05" January,
1980 directed to settle the issue directly
with COPT. Accordingly, the lease rent
was fixed at the rate of /3 of the market
value as was followed at that time and as
Cochin Shipyard had borne all the cost for
reclaiming the land. The market rate of
the land at that time was taken as
Rs.12000/- per cent, /3™ of reclamation
therefore taken as Rs.4000/- per cent and
total cost of the 4.7281 acres of land was
Rs.18,91,240/- and lease rent per year
was fixed as Rs.63,041/- per year from
24" January, 1977 (ie.Y/so™ of the actual
value Rs.18,91,240/-). During 1989 the
lease rental was revised adding 56%
surcharge and this was also applied in the
case of Cochin Shipyard also and the rent
was arrived as Rs.98,344/- Thereafter,
During 1996, 100% increase was effected
in lease rentals and was accordingly fixed
@ Rs.1,96,688/- with 5% escalation every
year. This procedure was followed in
exercise of the powers vested with the
Board under MPT Act, 1963.

Consequent on amendment to the MPT
Act with effect from 09" January, 1997,
Tariff Authority for Major Ports (TAMP)
was constituted for fixing the lease
rentals. Consequent to the revision of the
lease rent as per the TAMP naotification
dated 10" June, 2010 the lease rent was
enhanced and there were four categories
of land viz. Land with Water Frontage for
berth and backup, Commercial/Office
(other than warehouse) purposes,
Warehouse purposes and Special
Residential purposes.

The revised rate being collected was fixed
to /3 of Commercial /Office at Thevara
as there was no rate for land with water
frontage for berth & back up at Thevara.
However, while submitting the proposal to
TAMP for fixing the lease rental the area
allotted to CSL was considered as land.
As such, the lease rent to be collected
with effect from 11 July, 2010 is in
respective category of land.

The allotment of the said area was for a
period of 30 yrs. from 24.01.1977 to
23.01.2007. Since, CSL has not executed
any lease deed for this allotment; there




(f)

(@

(h)

0

are no terms of reference for the
allotment.

With the Policy Guidelines for Land
Management 2014 having come into
force, Cochin Port Trust vide its letter
dated 30" April 2014 had requested CSL
to submit their application form for
renewal of lease which was adhered by
them.

While sending the lease renewal cases to
Ministry for approval of the Empowered
Committee as stipulated in the Land
Policy Guidelines, 2014, it was noticed
that the allotment purpose and the
present purpose in respect of M/s. Cochin
Shipyard Ltd. for which they are using the
leased land are not matching with the
categorization as per the prevailing TAMP
notification. The subject land reclaimed by
M/s. Cochin Shipyard Ltd. was now land
with water frontage at Thevara. Since, in
the Scale of Rates for land with water
frontage for berth and back area at
Ernakulam or Thevara was not available,
Board of Trustees resolved in its Meeting
dated 27.05.2014 to claim base lease
rental @ Rs.26,67,600/- per ha. per
annum with effect from 01.04.2012, as per
the rate provided in the Scale of Rate for
Commercial/Office (other than
Warehousing purpose), subject to the
limitation in claiming the rent from 11t
July, 2010, under Section 56(1) (a) of the
Major Port Trust Act, 1963.

In pursuance of the Policy Guidelines for
Land Management for Major Ports 2014,
the case was sent to the Ministry for
approval of the Empowered Committee
for renewal of lease of the subject land.

The Empowered Committee after detailed
discussion resolved to recommend
extension of lease of the subject land for
‘warehousing purposes’ to CSL for a
period of 30 years w.e.f. 01.04.2014.
However, the Committee stressed that the
period before 01.04.2014 shall be got
regularized by execution of a lease deed
by Cochin Shipyard Ltd.

In compliance with the decision of the
Empowered Committee for renewal of
lease, this office had raised the bill for
Rs.55,96,793.82 including service tax
towards arrears of lease rent from
01.04.2012 to 31.03.2014 and
Rs.14,41,288.66 towards arrears rent
from 01.04.2014 to 30.09.2014 (Bill




(k)

No0s.1002 & 954 enclosed) including
service tax in the category of

‘Warehousing purposes’.

Hence, their claim that no concession
has been extended to them is not
justifiable while a concession of Rs.
5,33,520/- per ha per annum (Rs.
26,67,600(per hectare per annum for
commercial category) — 21,34,080 (per

hectare per annum for
category)) has been given.

warehouse

(iv).

In the back ground of the facts and
circumstances narrated above, CSL wishes
to present before the Honorable TAMP its
observations/objections on the proposal of
COPT for revision of lease rent of the Port
land and to place its counter proposals in
this regard in so far as the afore-mentioned
land in the possession on lease by CSL, is
concerned.

().

Please refer to page 48 of the COPT
proposal enclosed in the TAMP letter under
reference which carries “Comparative
position of the current and the Proposed
Scale of Rates” projected by COPT and
“Chapter VIl ESTATE RENTALS 7.1 Lease
Rentals of Port land at various locations”
published in G N0.160 dated 11 June 2010
Notification by TAMP. (Copy enclosed as
Encl:1). A simple reading of both the above
documents would reveal certain
misrepresentation of facts and figures by
COPT which is likely to mislead the TAMP
while fixing the lease rentals for land with
water frontage for berth and back up falling
under landing cone of Naval airport at
Willingdon Island.

(o).

While, as per the TAMP Notification referred
to above, the existing SOR for land at
Willingdon Island falling under Landing cone
of Naval airport under column 3, 5 and 6 of
the Notification is marked as “....", meaning
no SOR, the COPT Board of its own
replaced the said blank or “....” marked
columns with figures as 2667600, 1778400
and 1667250 in columns 3,5 and 6 under
row 3 of the table respectively. This is highly
erroneous, objectionable and misleading.
CSL has all reasons to believe that COPT
has resorted to this prejudicial act of
misrepresentation of official data in order to
pre-empt the bone of contention raised by
CSL against COPT’s demand for payment of
lease rent at the uniform rate for both lands
with water frontage for berth and back up
and land under the landing cone of naval
airport at Willingdon Island.




(©).

The Honorable Authority may also kindly
refer to page 20 of the enclosure to its letter
under reference in which under Sr. No. 1 (a)
“Willingdon Island & Landing Cone of Naval
Airport’, COPT has wrongfully stated that
the “Lease rent as per last revision of lease
rent” as ¥26,67,600/- per hectare and the
“Lease rent duly escalated prior to the date
when revision is sought” as ¥29,29,292/- per
hectare. Whereas, on the other hand, as per
the relevant TAMP Notification under
reference, there is no lease rent notified for
the “Landing cone of Naval airport” under the
category of “Land with water frontage for
berth and back up” at Willingdon Island.
Therefore, the statement of COPT in this
regard is non-factual and misleading.

(d).

Yet another discrepancy in the proposal of
COPT is with reference to what they stated
at page 20 of their proposal, under Sr.No.
2(b) “Willingdon lIsland — Landing Cone of
Naval airport” and the table showing Lease
Rent of Port land at various locations at
page No 9 of their proposal wherein they
have stated under SI.No 1 “Willingdon Island
including flying funnel area” in respect of
land for “Commercial/office (other than
warehouse) purpose as 325,74,679/-. This
figure is in contraction of what is stated in
the back up data referred provided by
COPT.

(e).

The Honorable Authority may kindly note the
differential value of land discovered by
COPT for land under the landing cone of
Naval airport under the category of land with
water frontage for berth and back up and the
land falling under landing cone of naval
airport under “Commercial Purpose”
category at the same location -called
Willingdon Island, as stated in page No of 18
of their proposal. While value of land falling
under the former category is stated as
32,08,47,600/- per hectare, value for the
later is ¥1,12,92,450/- per hectare both of
which are situated at the same location. The
point what CSL wants to emphasize here is
that it is an admitted fact that the land falling
under the landing cone /flying funnel area of
any airport suffers from certain inherent
defect from the point of its full utilization and
hence reduced value for the same. By this
COPT has rightly valued the said land at
35% less than the value applicable to the
land contiguous to the same. CSL humble
submission to the Honorable Authority is to
extend the same principle of reduced
valuation for the aforementioned 5.00




hectares of land falling under the landing
cone/flying funnel area of naval airport at
Willingdon Island. Lease rent for the same
may also accordingly be fixed, if not fully
exempted.

(V).

As regards the 15.00 acres of “water body”
in front of the afore mentioned land of 8.16
hectares at Wilingdon Island leased out by
COPT to CSL, the following submissions are
made:

(@).

While CSL reiterates its contractual
commitment of paying “lease rent” for “water
body” leased out by COPT to CSL as part
of the agreement for ISRF @ 50% of the
lease rent for land with water frontage,
under the new “Policy for determination of
Tariff for Major Port Trusts”, the Honorable
Authority is requested to kindly review the
decision of COPT to lease out “water body”
to CSL. It is pertinent to point out that CSL
is, in fact, paying duplicate lease rent for the
same property under two different heads.
CSL is required to pay enhanced lease rent
for the land with “water frontage for berth
and back up” which intrinsically includes
contiguous water body. Otherwise, land with
water frontage has no relevance because
there cannot be any berth or back up without
water frontage. COPT has no provision for
leasing out its “water body” either under the
old or new policy for determination of Tariff
for Major Ports.

(b).

Therefore, CSL submits before the
Honorable Authority either to fix nil lease
rent for the “water body” ab-initio or to fix the
lease rent of the land with water frontage for
berth and back the same as applicable to
the land for commercial/office (other than
warehouse) purpose at Willingdon Island.

(vi).

As regards the land (bed of water at
Ernakulam Channel) admeasuring 4.7281
acres (1.9142 hectares) reclaimed and
developed by CSL out of its own project fund
more than 50 years back, the Honorable
Authority may kindly note that though CSL
enjoyed possession of this land as integral
part of its landed property and is paying to
COPT special lease rent separately decided
by Government of India. It has never ever a
subject of consideration of the Honorable
TAMP. It is understood that COPT has
proposed this piece of land also for the
consideration of the Honorable TAMP with a
motto to regularize their arbitrary decision of
cancelling the existing special lease rent
decided by the Government and replacing




the same with full rate of lease rent as
applicable to other normal land for
warehouse purpose. This is not in order
since the subject is already pending
disposal by the Ministry of Shipping.

(Vi)

It is also brought to the kind attention of the
Honorable Authority that Board of COPT
has projected wrong back up inputs to the
Honorable Authority for deciding lease rent
for the said 4.7281 acres (1.91 hectares) of
water bed land reclaimed and developed by
CSL during its initial project stage way back
in 1961-1970. Referring to page 22 of the
proposal of COPT, enclosure to the letter of
TAMP under reference, the Honorable
Authority may please note that under Sr. No.
3 (i) “Ernakulam-CSL” the “Lease rent as per
last revision of lease rent” and the “Lease
rent duly escalated as on the date prior to
the date when revision is sought” are
marked “-” and “Proposed lease rent” is
written as 24,71,692/- per hectare.
Resultantly, “% increase /decrease(3-2/2) is
marked as again “-". But fact of the matter is
that COPT has been charging and CSL has
been paying lease rent to COPT at 1/3rd of
the rate of lease rent applicable to land with
water frontage for berth and back up as per
SoR notified by TAMP from time to time.
Letter dated 29.03.2011 of COPT to the
effect of payment lease rent to COPT @
1/3rd of lease rent applicable to land with
water frontage for berth and back up, is
attached herewith. Accordingly, unlike what
is written by COPT in their proposal for
revision for lease rentals, there existed a
rate of lease rent as per last revision of lease
rent which is ¥8,89,200/- per hectare and a
rate of lease rent duly escalated as on the
date prior to the date when revision is
sought which is %9,76,430/- per hectare.
These figures admitted and charged by
COPT are curiously not seen in the data
sheet provided to the Honorable Authority.
Instead, COPT has stated 324,71,692/- as
annual lease rent per hectare for the said
piece of land in the possession of CSL at
Ernakulam, as if the same is introduced de-
nova.

(viii).

Given the above factual historical back
ground, other relevant facts and the
apparent discrepancies in the facts and
figures projected by COPT towards the
proposed revision of lease rentals of the
Port lands particularly relating to the various
pieces of land in the possession of CSL on
lease, the Honorable Authority is requested
to appreciate the following submissions and




counter proposals by CSL so that the
Honorable Authority may fix the lease rentin
compliance with principles of natural justice
and fairness of things.

().

As regards the disputed lease rentals for the
5.00 hectares of land with limited utilization
falling under the landing cone of Naval
airport in the possession of CSL by lease
from COPT, it is submitted that taking cues
from the SOR notified by TAMP for land
under the category of “Commercial/office
(other than warehouse) purposes” falling
under “Landing cone of Navel airport” at
Willingdon Island which is %¥14,44,950/- per
hectare being 65% of %22,23,000/- per
hectare applicable to the defect free land for
commercial purpose, the Honorable
Authority may fix the base lease rent for the
land falling under the landing cone area of
Naval airport in the possession of CSL of
%17,33,940/- being 65% the lease rent of
326,67,600/- per hectare applicable to the
corresponding defect free land with water
frontage for berth and back up at Willingdon
Island as existing SoR for the same. It is
reiterated that the Honorable Authority had
rightly fixed the lease rent for land falling
under the landing cone of naval airport at
65% of the lease rent for defect free land at
the same location because of the land use
restriction of such inherently defective land
and resultant height restriction and inability
of the lease holder for full utilization of the
land. It is more so for a project like shipyard
wherein high rise structures like cranes are
indispensible for effective functioning and
operation.

(0).

As regards the 15.00 hectares of “water
body” leased out to CSL by COPT, the
Honorable Authority may kindly fix no lease
rent for the same and retain the extra rental
rate for the land with water frontage for berth
and back up or at least reduce the rate of
lease rent for the said land with water
frontage for berth and back up at Willingdon
Island as that of the land for
commercial/office (other than warehouse)
purpose at Willingdon Island. That is, the
existing SoR for the former may be replaced
with ¥22,23,00/- and consequential revision
there up on.

(©).

As regards the lease rent applicable to the
land admeasuring 1.91 hectares reclaimed
and developed by CSL as part of the
Shipyard project more than 50 years back
and for which CSL is already enjoying a
special tariff of lease rent not fixed by the




TAMP, the request of CSL is to keep the
item outside the purview of present revision
by TAMP pending disposal of the
representation submitted to the Ministry of
Shipping by CSL in this regard. Or in case
COPT still insists for inclusion of this piece
of land also for consideration of revision of
lease rent, the same principle of 1/3rd of the
lease rent applicable to the land with water
frontage for berth and back up at Willingdon
Island may be applied.

(i%).

Based on the above observations,
comments and facts, CSL presents the
following Table for “ESTATE RENTALS” in
respect of the land of COPT taken on lease
by CSL, to be effective from whatever date
decided by the Honorable Authority.

Lease of Port land at various locations

Sl| Location [and with Commercial/
No ater FrontagOffice (other
For berth & fhan

ack up

Warehousq Special Hospitality]
Purpose Resident| Purpose
| Purposg
arehouse)
urpose)

1 | Willingdon p5,74,679
Island

25,74,679 | 20,59,743 | 19,31,00§  28,10,317]

a. | Willingdon [16,73,541
Island-
Landing con|
of Navel
airport

16,73,541 13,38,833 | 12,55,15€ 18,26,706

b. [ Willingdon
Island- Watd
body

0% of 1/3 50% of 1/4 | 50% of 1/5| 50% of 1/|  50% of 1/9

c. | Ernakulam-NA NA
Cochin
Shipyard
Ltd

8,58,226 NA NA

(x).

CSL reiterates its humble request to the
Honorable Authority to kindly consider the
above comments and counter proposals
before finally fixing estate rentals of COPT
land applicable to CSL.

(iv).

Parisons Infrastructure Ltd

0.

Parisons Infrastructure is having edible
tanks with a capacity of 30000 MT and
petroleum tanks with 16,500 MT at Cochin
port.

When there is competitiveness between
ports to attract the cargo, the increase in the
estate rentals will only result in the importers
to rely on the other ports for importing the
cargo. The rates now prevailing in Cochin
port is much higher than the rates in the
neighbouring ports. In such conditions the
importer will rely on the neighbouring ports
which will further reduce the revenue of
Cochin port. Due to the ban on import of
palm oil through Kerala ports, the
infrastructural facilities built by us is lying
idle and not generating any revenue. In the
circumstances, the proposal to increase way

The 1.43 ha of land allotted to M/s. Parisons
Infrastructure Pvt Ltd was on upfront payment
basis. As such the party had remitted the
premium for 30 years and they are paying the
annual lease rent @ ¥ 1/- per m2 per annum
only. So the proposed revision of lease rentals
will not be applicable to them.




leave charges will result in a major financial
burden to us.

(ii).

In the above circumstances, it is requested
that this Hon’ble authority may be pleased to
refrain from implementing the proposed
SOR at exorbitant rates and to reduce the
rates considerably

(v).

M/s Island Hotel Maharaj Ltd name
changed to M/s. EIH Associated Hotels
Limited

M/s. EIH Associated Hotels Ltd. has paid the
lease rent for the entire period of lease i.e.
upto 2032 as instructed. Considering the
fact that there is already an annual
escalation of 2% factored on lease rent as
stipulated in the annexed schedule which
has already been paid by us till the year
2032, no further increase should be
imposed on us.

M/s. EIH Associated Hotels Ltd. operating
under the brand name of Trident Hotel in
Cochin is already experiencing tremendous
business challenges owing to drop in tourist
arrivals. With the further proposed
escalation in lease rental there will be a
huge pressure on cost. Therefore, it is
requested to reconsider the  decision
regarding the proposed increase in lease
rental with regard to M/s. EIH Associated
Hotels Ltd.

(@)

(b)

(€)

(d)

The lease hold rights of two plots
admeasuring 1.8316 acres and 0.2546
acres were transferred from M/s. Island
Hotel Maharaja Ltd to M/s. EIH
Associated Hotels Ltd w.e.f 1-4-2011 with
the approval of Board of Trustees vide
Resolution No. 137 (Agenda Item No. D-
2) dated 29-1-2014, after following due
procedures as per the Land Policy
Guidelines in vogue. Accordingly, the
party has remitted the transfer fee and
lease rent on upfront basis for the
remaining lease period.

The lease period of 1.8316 acres is valid
upto 27-04-2032 and they have remitted
the lease rent for the entire period on
upfront basis and they have to remit
annual lease rent @ Re. 1/- m2 per
annum only. Hence, the revision of lease
rent will not be applicable to this plot.

The lease period for the 0.2546 acres was
valid upto 31-12-2012 and they have
remitted the lease rent upto 31-12-2012
on upfront basis. Since the renewal of
lease is due from 1-1-2013 and they are
continuing the occupation of the area, the
lease rental is being collected on the latest
rate applicable for commercial purpose at
W/lsland. The lease renewal proposal of
this land has been sent to the Ministry for
approval of Empowered Committee. Once
the lease renewal proposal is approved,
they have to remit the lease rentals as per
the SOR revised from time to time.

Now they are paying the lease rentals with
9.81% escalation on the base lease rent
w.e.f 11-7-2010. The enhancement of
15.82% is over and above the base lease
rent as on 11-7-2010. The lease rent is
already covering 9.81% escalation during
the last 5 years and net increase
proposed will be only 5.47% of the
existing rate of lease rent during FY 2015-
16. As 5.47% cannot be treated as a




substantial enhancement, the contentions
raised by them are devoid of merit.

(vi).

Bharat Petroleum Corporation Ltd-Kochi
Refinery (BPCL-KR)

0).

BPCL-KR is having its Shore Tank Farm
(STF) at Puthuvypeen area on 70 Ha of land
leased from Cochin Port Trust. The STF is
having four numbers of tanks, a pump house
and connected pipelines which are used to
receive crude oil from SPM and then to
pump the same to refinery. The land is
developed by BPCL-KR and all the

As informed by BPCL in the letter, Cochin Port
Trust has withdrawn the demand for the
enhanced lease rentals as per the decision
taken by the Board of Trustees of Port of
Cochin. Hence, the proposed revision of lease
rent is not applicable to them in respect of 70
ha of land allotted to them on lease at
Puthuvypeen.

infrastructural facilities and buildings are
owned and operated by BPCL-KR. The
lease rent for the land is fixed as per the
Mutual of Understanding (MoU) executed
between COPT and BPCL-KR for a period
of 30 years.

(ii). | COPT vide letter No.EM2/127(B)/KRL/2011
dated 7th Jan-2015 requested BPCL-KR to
remit the lease rent of the above 70 HA land
at Puthuvypeen at the rate of ¥19,76,988/
per hector as specified in the TAMP
notification against the rate of ¥2,50,000/-
fixed in the MoU. (Please see the Clause 7.1
of the MoU between COPT and BPCL-KR,
attached herewith for your reference). The
request was rejected by BPCL-KR, based
on the clauses on the MoU and the same
was officially communicated to Cochin Port
vide letter Ref.N0.09/OM&S/MP&O/15
dated 18.02.2015.

Based on this letter, COPT discussed the
issue in Board of Trustee meeting and finally
decided to drop the proposal considering the
MoU provisions.

Hence the proposed lease rental is not
applicable to BPCL-Kochi Refinery.

(il

(iv).

2. A joint hearing in this case was held on 19 January 2016 at the COPT
premises. At the joint hearing, the COPT and the concerned users/ organisation
bodies have made the following submissions:

Cochin Port Trust

(. Validity of lease rent approved in last Order is till 11 July 2015. At
the request of the port, the validity of the existing lease rent has
been extended till 30 September 2015 and then upto 31
December 2015.

(i).  We appointed a Consultant i.e. as approved valuer based on
approval of the Board. The valuer has given the report which was
considered by the LAC.

(ii).  The approved valuer has ruled out cost approach basis for land

valuation considering the limitation in rights attached to port land.



(iv).

(V).

(vi).

(vii).

(viii).

(i%).

(x).

(xi).

The valuer has considered Income Approach method. But, this
method is not adopted by the valuer since Port land is not freehold
and not transferable.

The valuer has assessed the land value based on WPI of all
commodities between 2010-2011 and 2014-2015 i.e. 26.42%.
Considering 60% on WPI as per Tariff Guidelines of 2013, it works
out to 15.82%. Approved valuer has adopted 15.82% increase to
assess the market value of the land.

There are three reasons for adopting the WPI approach. There
is absolute need to pump up port related activities in a bigger way
to boost operations. For this, there is a need for leveraging
unused land mass for augmenting port related activities. There
could be resistance if increase in lease rent is steep. The WPI
approach is adopted so as to have a nominal increase in lease.
This is also to ensure that land is utilized.

Though 15.82% increase is proposed in the lease rent,
considering 2% annual escalation applicable on the lease rent
approved from 11 July 2010 onwards, increase at the proposed
lease rent works out to 5.47% in comparison to the existing lease
rent.

New category is introduced i.e. Hospitality purpose. Increase
proposed is 26.42% over the lease rent as per 2010 order.

15.82% increase is proposed in licence fee for open storage/
covered space and covered space for office accommodation.

Open area is South End Reclamation (SER) is a marshy
unutilized land. To encourage utilisation of land in this area and
to monetize this area, a concessional rate of X.10/ Sq. mtr or part
thereof is proposed.

Sublease is not applicable for Hospitality Industry.

Cochin Steamer Agents Association (CSAA)

The port should consider some reduction in the proposed lease
rent.

Cochin Chamber of Commerce and Industry (CCCI).

DP World

Existing Lease rent is already high. Cargo may drift to other ports.

We have no comments to offer.



EIH, Associated Hotel Limited (formerly known as Island Hotel Maharaj

Limited)
().

(ii).

Sublease is not applicable to hospitality industry. This is clarified
by the port.

Increase proposed for hospitality area is higher than other area
i.e. commercial area. Our submission is to have lower rate to
encourage this industry.

Lulu Convention and Exhibition Centre Private Limited (LCECPL)

Whether proposed lease is applicable to us ?

[COPT Chairman : In those leases where upfront payment is taken by the port,
lease rent will be at X.1/ Sg. mtr. as per the respective Agreement.]

Cochin Port Leaseholders Association (CPLA)

0.
(ii).

We have given our comments.

We have filed two Writ Petitions which are pending before the
Hon’ble High Court of Kerala. Hence, the current proposal for
revision of lease rent may be kept in abeyance till matter is
disposed of by the Hon’ble Court.

[COPT Chairman : One of the point made by the CSLA in the Writ
Petition filed before the Hon’ble High Court of Kerala is regarding
sublease. The clarification/ amendment, issued by the Ministry of
Shipping (MOS) on the Land Policy Guidelines, 2014 stipulates a
provision relating to sub-lease. The same is proposed to be
implemented.

[COPT Chairman : There is no legal impediment on the current
proposal filed by the COPT for revision of lease rent which is for
the next tariff cycle.]

[Member (TAMP) : As per Land Policy Guidelines 2014, the lease
rent of Major Ports are to be revised every 5 years. There is
nothing on record restraining this Authority from considering the
proposal filed by COPT for revision of lease rent. COPT will
adhere to the decision of the Hon’ble High Court on Writ Petitions
pending before the Hon’ble Court.]

Cochin Shipyard Limited (CSL)

().

We have entered into an agreement with port for 8.12 hectres
(Ha) of land with water frontage for berth and backup. Of 8.12 Ha
of land 5 Ha falls under landing cone of Naval Airport. As per the
existing SOR, there is nil lease rent for the landing cone of Naval



(ii).

(i)

(iv).

Airport. We request for either nil rate for this 5 Ha or reduced rate
of 65% as prescribed in existing SOR for landing come for other
area as the said land is deficient and cannot be utilized.

[COPT chairman : We reject the contention of CSL that lease rent
for landing cone is prescribed as nil in the existing lease rent
schedule. It is “ditto” which means same as in the previous entry
for Willingdon Island. Port cannot give land free of cost. This
matter is already settled and clarified by the port earlier. The
MOS has directed us to collect lease rent as per lease deed. The
proposed revision will be applicable.]

For 15 Ha of water front area leased to us, we are paying 50% of
the lease rent applicable for abutting land with water frontage as
per the agreement. We are paying duplicate lease rent for the
same area under two different heads. We are required to pay
enhanced lease rent for land with water frontage for berth and
back which includes contiguous water. TAMP to either fix nil
lease rent for water body or fix lease rent of “land with water
frontage for berth and back” as applicable for “commercial / office
purpose”.

[COPT Chairman : As per Land Policy Guidelines 2014, lease rent
applicable for water area is 50% of the lease rent on land abutting
it.]

We acquired 1.91 Ha from port 50 years back and reclaimed and
developed it ourselves. We earlier represented to MOS for
concession in lease rent. The MOS has accorded concession in
lease rent at 1/3 of the applicable lease rent. We have enjoyed
concessional at lease rent based on decision of the MOS. The
same arrangement of concessional lease rent should be retained.

[COPT Chairman : Based on the decision of the MOS CSL was
permitted to pay concessional lease rent at 30% of the applicable
lease rent. They enjoyed concessional lease rent for 30 years.
The said lease deed has come to an end. The MOS reviewed the
contract in April 2015. The Empowered Committee has
considered all aspects. The decision taken by the MOS while
renewing the lease is to levy full lease rent from April 2015. The
CSL is required to pay the applicable lease rent.]

We have paid huge upfront payment of around .4 Crores. We
may also be given concession in lease rent as given to other
lessees on upfront payment basis.

[COPT Chairman : The matter relating to upfront payment is
covered in the tender document itself in other cases like Parisons
Infrastructure Ltd. In the case of CSL, as per the global tender
invited it was for upfront premium plus lease rent. At the time of



global tender all these points have been clarified to CSL.
Comparison cannot be made with other lessees which are for
upfront payment basis and not upfront premium basis. The CSL
is bound by the contract.]

3. The summary of the comments received from the users / user
associations / lessees at the Joint Hearing and the response of COPT is tabulated
below:

Sl. Comments of users / user Reply furnished by COPT
No. associations / lessees

I The Cochin Chamber of Commerce &
Industry (CCCI)
(). | CCClwrites with reference to the proposal | M/s.KITCO arrived at the latest Market Value
by the Cochin Port Trust with regard to the | for the Port land by factoring only 60% of the
Lease Rentals on the Willingdon Island. Whole Sale Price Index of 26.42% i.e.
(i). | We appreciate convening a joint meeting | 15.82% considering all aspects critical to
to assess the conditions prevailing on the | cargo handling activity, including the demand
Willingdon Island with regard to the leases | for the facilities in the  Port area. This
to arrive at solutions to solve the problems | enhancement of 15.82% is over and above
being faced by the leaseholders with | the base lease rent as on 11-07-2010. The
regard to the high lease rents being levied | lease rent is already covering 9.81%
by the Cochin Port Trust. escalation during the last 5 years and net
(ii). | CCCl would like to put forward the | increase proposed will be only 5.47% of the
following observations to clarify the actual | existing rate of lease rent during FY 2015-16.
position vis-a-vis the leaseholders at the | As 5.47% cannot be treated as a substantial
Cochin Port. enhancement, the contentions raised by
(a). | The Chamber is of the firm view that there | them are devoid of merit.
is no scope for any increase in the Scale
of Rates at the Cochin Port since it is a
known fact that the rates at the Cochin
Port are already on the higher side. Any
increase in rates will only serve to divert
cargo from this port to other neighbouring
ports. CCCI strongly recommends that
status quo be maintained. The current
situation actually demands a decrease in
rates in order to attract more cargo to this
Port.
(b). | The delays in the renewal of leases and
the high lease rentals have resulted in a
sense of uncertainty among the
leaseholders on the Island. Many
Companies have left the Island which has
seriously affected the business activities
here. This trend will result in an erosion of
the revenues of the Port Trust.
(c). | The lessees have invested in creating the
infrastructure vis-a-vis building, fittings
and fixtures, electrical and utility
infrastructure including power supply
(transformer, panel boards), water and
sewage (septic tanks). In some cases,
power back-up in the form of generators
too are provided.
(d). | Buildings are also being maintained at no
cost to Port, fully met by the lessees thus
providing a proper and enabling space for




necessary  services likes  banks,
insurance, etc. to set up shop on
Willingdon Island. In many cases, even a
plug & play set-up is provided to the sub-
lessees.

(e).

In the current environment where the port
is facing a financial crunch, deploying
funds to create these facilities at huge
capital cost and also incur running costs
on maintaining these buildings to the
required standers, is not the right way.

).

If the port wishes to create infrastructures
and has the right intentions, why has it not
developed existing vacant space?

(9)-

Is there a need to evict lessees and then
try to either rebuild infrastructure or try to
rent on their own?

().

With the development of ICTT, the core
businesses of the COPT has shifted from
Willindon Island to Vallarpadam. The
business of the leaseholders on Willindon
Island have reduced considerably.

OF

The port needs to utilize the existing
resources and infrastructure on the Island
to generate businesses rather than
dissuade them with high lease rentals.

OF

If the port did allow existing lessees to look
at expanding their business activity and to
allow them to develop their existing
infrastructure to attract more services and
new users, it would both increase
economic activity on Willingdon Island
and embolden existing lessees to invest
more into Willingdon Island. This would
arrest the current trend of businesses
leaving Willingdon Island.

(k).

There is no justification for any increase in
the lease rents given the prevailing ground
realities on the Willindon Island. The
present ground rent charged by COPT is
not in accordance to the existing business
scenario, and hence the demand for
office/ godown spaces on the Willingdon
Island has come down sharply in recent
times.

OF

Willingdon Island is a purpose built Island
and cannot be equated to other
commercial centers either in Kochi or in
other ports. Any computation on the basis
of so called “real estate” potential cannot
be justified as the ports primary activity is
not real estate development.

(m).

The port is already embroiled in a financial
crisis. The need of the hour is to attract
people to the Island to do businesses
here.

(n).

The annual revenue raised through lease/
sublease rents amount to over ¥ 80Cr
which is a substantial contribution by
CCCI to support the port. This revenue




is being eaten into by businesses leaving
the Willingdon Island and new businesses
refusing to consider this area as a
possible base.

(0).

A lot of free spaces like the Container
Yards on the Island have been lying un-
utilized for years. These lands could be
used effectively for the Port’s expansion
plans without disturbing the current
leaseholders.

(P)-

CCCI reiterates that the lease rents and
other charges on the Willingdon Island are
already on the higher side and hence
there is no scope for any increase in the
same. Any additional financial burden on
the leaseholders will only serve to drive
his away from here, further depleting the
revenue of the COPT.

Petronet LNG

0.

It is pertinent to mention that the issue of
revision of lease rentals for the land
allotted to PLL at the Puthuvypeen,
pursuant to the TAMP notification No.160
dated 11-06-2010, is pending resolution of
dispute with the intervention of the
Minsitry of Shipping, pursuant to the order
of the Hon'ble High Court of Kerala in
W.P. (c) N0.5565 of 2015. The Ministry of
Shipping vide order dated 17t December,
2015 has instructed CPT to get the market
value of the land allotted to PLL at
Puthuvypeen reassessed by an
independent approved valuer who would
take into consideration the arguments
made by PLL in favour of such
reassessment. The report of the valuer is
to be submitted to TAMP for their
comments.

(ii)-

Proposal premature

PLL has been allotted 33.4015 hectares of
land at Puthuvypin of LNG Regasification
Terminal and the terms and conditions of
the same are governed by the lease
agreement between PLL and CPT. Based
on the valuation report submitted by an
independent valuer, CPT has made a
proposal for revision of rentals of the Port
lands which was notified by TAMP in
2010. The said notification resulted in the
lease rentals go upward by nearly ten
times of the then existing rates. PLL
guestioned the methodology adopted by
the valuer which led to the revision of
rentals. As a result, the issue of the
guantum of rentals, periodicity of its
revision and the classification of land
based on the land use are subject matter
of dispute which is pending resolution on
the part of CPT pursuant to the direction

M/s.Petronet LNG Ltd. vide their
representation dated 27t January, 2016 has
pointed out that the issue of revision of lease
rentals for the land allotted to them pursuant
to TAMP notification dated 11-06-2010 is
pending resolution. At this juncture another
proposal for revision and that too based on
an erroneous valuation methodology is
premature and counterproductive.

In this connection it is submitted that M/s.PLL
approached the Hon’ble High Court of Kerala
in W.P.No.5565 of 2015 on the same
contention and the High Court disposed off
the writ petition on 22" June, 2015, directing
the Union of India represented by its
Secretary, Ministry of Shipping to dispose off
their representation dated 28t October, 2014
against the order of TAMP, after giving
specific date and affording an opportunity for
hearing within four months from the date of
receipt of the certified copy of the
Judgement. The Ministry took all the
possible steps to resolve the issue and
deliberated all the contentions raised by
M/s.PLL and issued order vide letter dated
17t December, 2015 and which reads as “Be
it as it may, since the valuation report is the
basis for fixing the revised rent which is the
matter of contention between the parties,
before deciding conclusively regarding
enhancement of lease rental fixed by the
TAMP, it is hereby directed that COPT
should get the market value of land allotted
to PLL at Puthuvypeen reassessed by
appointing an independent approved valuer
following land policy guidelines issued by the
Government of India. While doing so, COPT
may advise the independent valuer to take
into consideration the arguments made by




of the Ministry of Shipping. At this juncture
another proposal for revision and that too
based on an erroneous valuation
methodology cannot but be termed as not
only premature but counterproductive.
The current proposal points to a hike in
rental over and above the 2010 proposal.
In any case if CPT has to moot a hike over
and above the 2010 proposal, the 2010
proposal should have been finally settled
and accepted by the concerned stake
holder.

(ii).

While reiterating the contentions raised by
PLL in its representation dated 31st
August 2015 to the Ministry of Shipping in
connection with the dispute resolution
process mentioned in para No.2, PLL
have to state that the “income approach’
methodology adopted for the purpose of
valuation of Port land is not the right
approach to assess the value of lands like
ones allotted to PLL. The land leased to
PLL at Survey No0.347 at Puthuvypin
Island was highly undeveloped,
waterlogged and marshy and contained
reclaimed areas consisting of water
bodies. The land has to be levelled and
site graded and filled up with sand to bring
it to the required level for enabling
construction activity besides erecting a
boundary wall. Soil being soft black clay,
the pilling depth required was about 55 to
60 meters approximately. As a result PLL
has to incur substantial cost to the tune of
about 78 crores for developing the land.
All these facts have been ignored by the
earlier valuer as well as the current valuer
and this leads to erroneous valuation of
the port land under CPT. While arriving at
the value of the land for the 2010
proposal, the CPT valuer has considered
uniform development cost for all the lands
that came under valuation, irrespective of
the nature and condition of the land. This
obviously resulted in erroneous valuation
as the cost of development of the land was
not correctly factored for the purpose of
valuation.

(iv).

In the current valuation report prepared by
KITCO, it has considered only the
following factors:

Relevant facts of comparision

1.Area of plot

2.Distance from CBD (Central Business
District)

3.Distance from Highway

4.Distance from Railway Station
5.Distance from Market & Shopping mall
6.Access Road width.

the PLL for reassessing the market value of
land allotted to PLL at Puthuvypeen.

It is further directed that the exercise has to
be completed within a period of one month of
the receipt of this order and the report of the
independent valuer be submitted to TAMP
thereafter for their comments. The whole
exercise has to be completed on or before
31st  January, 20106 so that the
representation of PLL is disposed of in
accordance with the extant guidelines of the
Govt. Of India”

Further, Cochin Port Trust in observance of
the said order appointed M/s.KITCO, a
Government of Kerala undertaking, as the
land valuer for revaluation of 33.40 ha. of
land allotted to M/s.Petronet LNG Ltd. and
they submitted their report without any
recommendation for change in the land
valuation done by the earlier valuer. The
report was forwarded to the TAMP by COPT
on 22" January, 2016 for their comments.
The TAMP vide letter dated 29" January,
2016 had pointed out that as the approved
valuer has not recommended any change in
the land valuation done by the earlier valuer
for the land allotted to PLL, the rate of lease
rent approved by this Authority in May, 2010
order for the Puthuvypeen SEZ area will not
undergo any change and had upheld the
contention of COPT.

As such, Cochin Port Trust forwarded the
revaluation report of M/s.KITCO and the
comments of TAMP to the Ministry vide letter
dated 30" January, 2016 for taking a
decision, which is pending before the
Secretary, Ministry of Shipping under Section
54 of the Major Port Trust Act, 1963.

In view of the above, it is evident that none of
the contentions made by M/s.PLL are valid
and will not be sustained.




7.Distance from Port.

PLL further stated that addendum -1 of the
KITCO valuation report, where KITCO has
proposed 75% rebate for marshy land
over normal land “because of the nature
of land there is reluctance of any potential
licensee to take over due to the huge cost
in converting the land to limited use”. As
explained already the land allotted to PLL
was marshy and totally submerged in
water. PLL has to incur approximately 78
crores on the site development and site
grading work for making the land suitable
for the intended use.

Also, in their current report KITCO has
finally not adopted the income approach
methodology for the valuation for the
following reasons:

"The land belonging to the Port is not
available on a free hold basis and can be
given only on leasehold basis for of 30/60
years. Out of the 870 hectares which is
currently owned by the Port only 38% 328
hectares have been leased to various
entities. The availability of surplus land for
lease should also be taken into account
while revising the rental rates for the future
leases.

Valuation of land of the Port cannot be
viewed in the same way as the valuation
of a commercial land in the same location.
The reason being that the usage of land is
limited and value unlocking is not possible
as the land is not transferable. Hence the
existing usage and continuation for the
same should be kept in mind while arriving
at the value of land. Considering these
facts the value under income approach
cannot be adopted for the revision of
rentals.”

(v). | The two independent valuers appointed
by CPT for valuing the same piece of land
have come out with different opinion about
the valuation methodology.

(vi). | Land Classification in 2015 proposal

The classification proposed by the valuer
seems once again to be not based upon
land use. Out of the five categories
proposed by the valuer, PLL finds no
scope for fitting into the use for which the
33.4015 hectares of land allotted to PLL is
allotted. The actual use of the land is put
into is for an infrastructure facility. The




valuer report does not deal with same or
similar utilization of land.

(vi). | Lease Rentals

The agreement dated 12-03-2009
between PLL and CPT governs the terms
and condition of lease arrangement for the
33.4015 hectares of land allotted to PLL at
Puthuvypin. The consequence effect on
the issue of lease rentals pursuant to the
2010 TAMP notification is under dispute
and is pending resolution of the part of
Ministry of Shipping. At this juncture PLL
do not find any justification to the current
proposal to raise the lease rent to 15.83%
of the 2010 rates and that too without
having settled the very issued which
became the trigger point of dispute
between PLL and CPT. In any case PLL
is of the view that the current proposal, if
accepted, would have adverse financial
impact on our Kochi LNG project.

(vii). | TAMP would consider the views
expressed above and also the arguments
advanced before the Ministry of Shipping
pursuant to the 2010 proposal.

4, The comments received from the Container Corporation of India Limited
and the Cochin Customs House Agents Association at the Joint Hearing are given
below. The COPT has not responded to the comments of CONCOR and CCHAA.

Sl. Comments of users / user associations / lessees

No.

I Container Corporation of India Limited

CONCOR is developing a state of art CFS facility at Vallarpadam on 7.06 HA of land taken
over from COPT on lease basis. The land was procured on lease basis on payment of
upfront premium of Rs. 3 cr per hectare and lease rent per annum is applicable for a
period of 30 years.
According to the traffic projection of ICTT, 1 Million TEU’s were expected on completion
of phase | and the volume on completion of final phase was projected as 3 Million TEUs.
However, even after competition of five years of operation, volume of containers handled
at ICTT is only 36% of the projected volume of 1 million TEUs.
In spite of the above, CONCOR is keen in developing a CFS at Vallapadam to facilitate
the trade and CCIL already invested 40 cores towards the upcoming project and IMC
clearance has already been obtained. It is expected that approximate cost on completion
of 1st Phase would be around 65 Cr.
Any upwards revision of lease rental at this juncture will adversely affect the financial
viability of the project. Further, the impact of upward revision may also increase the
transaction cost of port users, which will adversely affect the volume of traffic.
Considering the above facts, it is requested that this Authority consider either retaining or
decreasing the exiting lease rent to attract more business and once the volume builds up,
the lease rent may be reviewed accordingly.
Il Cochin Custom House Agents Association (CCHAA)
(). | The newly amended Land Use Plan for Major Ports, 2014 has only increased the
uncertainty among all the stakeholders and in general deterrent to their interests. Due to
this, many Companies have left the Island and this has seriously affected the business
activities here.
(ii). | The Port is discouraging lease holders by their decisions to increase the ground rent
exorbitantly and by demanding 50% of the rent collected towards sub lease levy and
insisting on minimum throughput from the Port user when the maritime trade is in a
precarious state.




(c).

The infrastructure, provided by the leaseholders, such as warehouse and office space
has contributed to the growth of the Port in a substantial manner over these many
years. Much like the infrastructure providers in the IT and Techno Parks, the leaseholders
have provided the infrastructure which enabled many shipping lines and those connected
with the trade to establish a presence in Cochin Port, over the years augmented the
Port’s revenue. More than 90% of the leaseholders are in one way or the other involved
in Port related business. The Port had in the past recognised this practice of subleasing
and the introduction of a sublease levy has only been to ensure that subleases are made
only to genuine Port users.

It now appears that the Port wants to burden the leaseholders with a penal charge
whereas we feel that all these years we have only contributed to the development of the
Port. The rents charged by the leaseholders for warehouses and offices owned by them
are about the lowest in any business district of Cochin and nearby areas.

(d).

Another important aspect is that the Port has been floating tenders for providing land and
buildings which have been taken over by them on license/lease basis, but there have
been very few bidders for certain plots/buildings. This itself proves the lack of demand for
spaces on the Port’s land.

(e).

The proposed lease rent hike for Office space is Rs. 10,42,380 and for Warehouses it is
Rs.8,33,904. We are disappointed to note that the last revision itself was unilateral and
none of the concerns of the lease holders were taken into account. With this new increase
in the lease rent, several leaseholders may vacate their premises at Willingdon Island. A
reduced lease rent is what is required. We would also like to bring to your kind attention
that the Cochin Port Leaseholders’ Association has challenged the decision of the COPT
to apply the latest Scale of Rates on ongoing leases as this was completely violating the
agreement these leaseholders have with the Cochin Port Trust. The matter is now before
the Single Bench, High Court of Kerala and the Hon’ble Court was pleased to issue a stay
on the matter.

(0.

The lease agreement with the Port provides for subleasing of premises by the lessee with
written request to the Port Trust. The Port will approve the sublease in writing. The lessees
are subleasing their premises only with the written approval of the Port Trust. The Port is
collecting sublease levy at Rs.25.00 per sq. meter per month for the portion of the
premises let out to the sub-lessees who are carrying out port related activities. Through
the Land Use Policy, 2014, the Cochin Port Trust decided to hike the levy to 50% of the
rent collected from the sub-lessee. We are of the opinion that this decision cannot be
justified especially when the Port is claiming a share from something on which there has
not been an investment from their side. Moreover we would like to state that the sublease
levy hike of 50% is notified as the income from the land through subleasing and not from
the building. The Cochin Port Lease Holders’ Association also challenged this aspect
legally and a stay was granted on the matter by the Single Bench, High Court of Kerala.
Moreover we feel that this hike of 50% is exorbitant considering the level of taxes for other
matters. The collection of 50% of rent towards sub lease levy is justified only if the lessee
sublets the land without any investment. The concept of sub lease levy was introduced
many years ago as a measure to check and control that only port users and shipping
related activities are allowed to operate Port’s land. It is only a mechanism for obtaining
permission from the Port to sublet to a Port user and the sublease levy is collected towards
covering the costs for granting such permission.

To include the 50% sublease levy as stipulated in the proposal to the TAMP we feel it is
unwarranted especially in view of what we have stated above.

(9).

Further, CCHAA stated that, the star hotels are being exempted from paying the sublease
levy. The hotels are doing the activity of subleasing to outsiders on a day to day basis.
Moreover, by directly leasing out premises, and claiming that rentals are much lower, the
Port will be restricting its income to the lower rental only and forgoing the income from
ground rent and sub lease levy being received from regular lessees.

*kkkkkk
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