

1.  STATUTORY PROVISIONS

Under Section 98 of the Major Port Trust Act 1963, the Budget Estimates for the next Financial year are to be presented to the Board in a special Board meeting and submitted to the Central Government before the due date.



The Government of India Ministry of Shipping in its letter No. PD-21010/2/2001-1/US(1) dt 9th May 2001 directed the Ports to send the Budget Estimates by October every year.  

2.  REVISED ESTIMATES (R.E.) 2005-2006
(A).
TRAFFIC PROJECTIONS 

(i).       CARGO TRAFFIC


Taking into consideration the cargo trend and the industrial development, throughput of 49.00 million tonnes has been estimated in R.E. 2005-06 as against 40.31 million tones estimated in B.E. 2005-06.  

 
The break up of the  principal commodities are furnished below:-

(In Million Tonnes)

	Particulars
	Actuals

2004 – 2005
	Budget Estimates

2005-2006
	Revised Estimates

2005-2006

	IMPORT
	
	
	

	Mineral Oil – Crude
	8.26
	6.80
	9.50

	Petroleum Products
	1.09
	1.70
	1.31

	Other Liquid  Bulk
	0.61
	0.85
	0.62

	Fertilizer, Phosphate M.O.P.
	0.78
	0.95
	1.24

	Coal
	7.51
	5.90
	7.91

	Sulphur & Others
	0.69
	0.15
	0.63

	Other Cargo (including Container- ised Cargo)
	5.68
	6.13
	6.54

	TOTAL
	24.62
	22.48
	27.75

	EXPORT
	
	
	

	Petroleum Products
	2.35
	1.50
	2.79

	Iron Ore
	7.04
	7.50
	7.50

	Other Ores
	3.43
	2.53
	4.23

	Other Cargo(including

Containerised Cargo)
	6.37
	6.30
	6.73

	TOTAL
	19.19
	17.83
	21.25

	TRANSHIPMENT
	--
	--
	--

	TOTAL TRAFFIC
	43.81
	40.31
	49.00



It is estimated that there would be an increase of throughput by 8.69 Million tonnes in R.E 2005-06  over the Budget Estimate 2005-06, due to the following reasons:  

(1) Increase in handling of Crude Oil by 2.70 Million Tonnes.

(2) Increase in handling of Coal by 2.01 Million Tonnes.

(3) Increase in export of Petroleum Products by 1.29 Million Tonnes.

(4) Increase in the handling of Containerized and Other Cargo by 0.84 Million Tonnes.        

(ii)  CONTAINER TRAFFIC



              





(In TEUs)

	Particulars
	Actuals 2004-05
	Budget Estimates

2005-2006
	Revised Estimates

2005-2006

	CONTAINER TRAFFIC: 
	
	
	

	F.C.L

	546190
	543445
	609505

	L.C.L


	2107
	9605
	2350

	Empties
	61856
	65895
	69025

	Tran shipment
	3765
	----
	4200

	Shifting
	2612
	1055
	2920

	Total
	616530
	620000
	688000

	Car Carriers
	83121
	70000
	93750



The Container Traffic is estimated to increase in the current year by 68,000 TEUs compared to the Budget Estimates.   

(B)   FINANCIAL PROJECTIONS- REVENUE ACCOUNT


 

(i) OPERATING INCOME

      Based on the projected traffic, the Operating income is estimated at Rs.426.98 Crores in R.E 2005-06 as against Rs.384.63 Crores in B.E. 2005-06 showing an increase of Rs.42.35 Crores.  The activity wise breakup is given below:- 








(Rupees in Crores)

	Particulars
	Actuals

2004 – 2005
	Budget Estimates

2005-2006


	Revised Estimates

2005-2006



	Cargo Handling & Storage Charges
	185.27
	159.15
	189.61

	Port & Dock Charges
	113.53
	110.90
	122.34

	Railway Earnings 
	32.72
	29.81
	32.60

	Estate Rentals
	3.47
	3.35
	2.93

	Container Handling

	68.65
	81.42
	79.50

	Total
	403.64
	384.63
	426.98



The increase in operating income in R.E 2005-06 is mainly due to increase in throughput, handling of more container vessels and additional royalty on account of increase in handling of containers.  However, the impact of reduction in Operating Income will be Rs.17.85 Crores due to reduction in the Oil Wharfage from Rs.27 to Rs.10 as per the agreement entered with CPCL.

(ii)    OPERATING EXPENDITURE


The Operating Expenditure is estimated at Rs.314.80 Crores in R.E. 2005-06 as against Rs.288.81 Crores provided in the Budget Estimates.   However, the Government vide letter No.PD-25021/22/2004-ChPT dated 29.3.2005, while giving approval for the B.E. 2005-06 reduced the above expenditure to Rs.280.00 Crores.  The Government also instructed that, if the Operating Expenditure exceeds the above amount then, prior sanction of the Government is to be obtained.  Accordingly, sanction of the Government will be sought for spending extra amount of Rs.34.80 Crores during the year 2005-06.  

The details of Operating Expenditure under broad types are as follows :-

       




                                         (Rupees in Crores)

	Particulars
	Actuals     2004– 2005
	Budget Estimates

2005-2006
	Revised Estimates

2005-2006



	Salaries & Wages
	139.19
	150.36
	153.50

	OT/RD/HD
	21.96
	19.91
	22.42

	Stores
 (Other than Medicines)
	26.25
	24.37
	34.05

	Medicines (including medical equipments)
	4.68
	4.51
	5.00

	Repairs and maintenance.
	14.33
	11.30
	14.91

	Dredging
	0.05
	--
	0.85

	Contribution to CISF
	9.40
	8.50
	9.50

	Reimbursement of Medical Expenses including diet
	1.88
	2.10
	5.35

	Payment to Spillage Contract men
	1.54
	1.40
	1.60

	Electricity & Water Charges
	22.57
	24.30
	24.91

	Other Sundry Expenses
	44.62
	42.06
	42.71

	TOTAL
	286.47
	288.81
	314.80



   There is an increase in operating expenditure in R.E. 2005-06 by Rs.25.99 crores compared to Budget Estimates 2005-06 provided by the Port  Trust and Rs.34.80 crores sanctioned by the Government.  The increase in Operating Expenditure provided in R.E. 2005-06 is Rs.28.33 Crores more than the expenditure incurred in 2004-05.  

The increase in Operating Expenditure is due to increase in allocation for the following works:-









        (Rupees in Lakhs)
	Sl.No
	Details
	Amount

	
	Marine Department
	

	1
	Procurement of Fenders, Slings, New Spares for main engine, electrical spares for Tug Nethaji, Bharathiyar, Singaravelar & Sekzhiar
	96.60

	2
	Deck Repair for Tug Matchless
	3.50

	3
	Proposed for installation of fire detectors in Centenary Building
	3.00

	4
	Maintenance of extinguishers and hoses for fire service station 
	15.00

	5
	Provision for private manning of tugs
	104.35

	
	Engineering Department
	

	6
	Provision for increase in pay structures and arrears to nearly 120 employees due to redesignation of Supervisor as JE/ JE Gr.I with higher scale.
	100.00



	7
	Procurement of stores track materials from Southern Railway. 
	52.00

	8
	Replacement of old damaged wooden and RCC sleepers by new PSC Sleepers and Contract Work.
	36.00

	9
	Provision for maintenance dredging 
	85.00

	
	E & M Department
	

	10
	Provision for increase in pay structures and arrears to nearly 241 employees due to redesignation of Supervisor / Spl. Mechanic as JE/ JE Gr.I with higher scale.
	175.00

	11
	Procurement of Hydraulic Oil to meet leakages, breakdowns and also to maintain the Hydraulic operated clamps of Tippler 1.
	8.00

	12
	Provision in view of increase in Diesel Loco movement. (utilization)
	80.00

	13
	Provision for operation of Police /CISF launch for patrol operation round the clock as per the ISPS Code.
	20.50

	14
	Procurement of special tools for ICM 25 Tonnes VOLVO PENTA Engine.
	0.40

	15
	Provision for procurement of Spares for Tippler1.
	15.00

	16
	Procurement of LT gear box internals for ship loader .
	25.00

	17
	Provision for gearbox internals, F.C. rollers for shipping conveyors.
	80.00

	18
	Provision towards crating deck plates structures for 6 nos. conveyor / Ship loader.
	25.00

	19
	Provision for Unit sub-station at Marshalling yard to suppress coal dust.
	27.00

	20
	Provision for procurement of 2 nos. aluminum gangways for Traffic Department.
	14.00

	21
	Provision for power supply of coast guard vessels at East Quay.
	20.00

	22
	Provision for revamping of foam tender/ repairing of existing fire Tender
	16.00

	23
	Proposal for sending DELHI locomotive for overhauling to Golden rock workshop at Southern Railway.
	90.25

	24
	Provided for Tsunami affected works and Maintenance of Open Circuit Breaker
	25.00

	
	Traffic Department
	

	25
	Provision for payment of   Arbitrators Fees and Legal Counsel Fees for the pending arbitration cases with CCTPL.
	35.00

	26
	Provision to shoot a Port Documentary film, preparation of CD’s and still photography as the present Port film and photographs are outdated.
	20.00

	
	Medical  Department
	

	27
	Purchase of Medicines
	385.00

	28
	Procurement of New Equipments for ICU and Casualty etc.,
	75.00

	29
	Provision for referral cases to outside hospitals.
	500.00


(iii)  OPERATING SURPLUS AND OPERATING RATIO.


The Operating Surplus is estimated at Rs.112.18 Crores in R.E. 2005-06 as against Rs.95.82 Crores in Budget Estimates. The increase is on account of increase in the Operating Income.  


The Operating Ratio is estimated at 74% compared to 75% estimated in Budget Estimate for 2005-06 and 71% achieved in 2004-05.  As per the MOU signed with the Ministry for the year 2005-06, the Operating Ratio is required  to be maintained at 71%.  

(iv)    FINANCE & MISCELLANEOUS INCOME & EXPENDITURE

The F & M Income is estimated at Rs.75.07 Crores in Revised Estimate 2005-06, as against Rs.49.64 Crores in the Budget Estimates.  The increase is due to transferring the Ennore Port Loan from the Pension Fund to General Fund and consequent accounting of interest on Ennore Port Loan under the General Fund. 


The Finance and Miscellaneous expenditure is estimated at Rs.74.16 Crores in the Revised Estimate 2005-06 as against Rs.66.29 Crores in the Budget Estimate.  The increase is mainly due to provision for Fringe Benefit Tax for a sum of Rs.11.60 Crores.  The Liability towards Fringe Benefit Tax was mainly on account of considering the contribution to Pension Fund as Fringe Benefit, which alone attracts Fringe Benefit Tax of Rs.11.38 Crores. 

(v)       NET SURPLUS BEFORE TAX AND AFTER TAX

The Net Surplus before Tax is estimated at Rs.113.09 Crores in the Revised Estimates 2005-06 as against Rs.79.17 Crores in the Budget Estimates.    The increase is on account of increase in Operating income and F&M Income.     


The Net Surplus after tax in R.E. 2005-06 works out to Rs.92.98 Crores after making a provision for Income Tax for a sum of Rs.20.11 Crores.  No provision was considered towards Income Tax in B.E. 2005-06 as it was expected that no provision will be required as the Pension Fund and the Gratuity Fund are exempted from Income Tax and substantial Depreciation Allowance was available.  

However, in the Finance Act, 2005, Fringe Benefit Tax has been introduced and consequent to that, the Fringe Benefit Tax liability for the Port works out to Rs.11.60 Crores which is not admissible as a deduction for computing the taxable income of the Port.  Apart from that, the depreciation rates has been revised for number of block of Assets due to that, the depreciation allowance has come down from Rs.97.93 Crores to Rs.66.66 Crores.  This resulted in making provision of Income Tax for a sum of Rs.20.11 Crores.

(vi)      APPROPRIATION TO OTHER FUNDS.
Appropriation  from Net Surplus to other funds is as follows :- 









(Rupees in Crores)

	Particulars


	B.E

2005-2006
	R.E

2005-2006

	Employees Welfare Fund
	3.40
	3.25

	Family Security fund
	0.18
	0.18

	 Loss in Wages Compensation fund
	0.01
	0.01

	General Insurance Fund

	1.00
	1.00

	Contribution to Statutory Reserves.
	38.00
	47.80

	Contribution to Capital Works
	33.00
	36.64

	Transfer to General Reserve.
	0.88
	1.59


(C)   FINANCIAL PROJECTIONS- CAPITAL ACCOUNTS
 (i)      PLAN WORKS


As per the Government directive, Schemes costing more than Rs 5.00 Crores are included under Plan Schemes.  A Sum of Rs.24.78 Crores is provided in the Revised Estimates of 2005-06 as against Rs.46.71 Crores in the Budget Estimate.   


The Port Trust had identified projects to be taken up under National Maritime Development Project as per the instruction of Government communicated vide letter No. PD-17020/13/2004-US(I) dt 13th August 2004.  These projects are included in the R.E. 2005-06 and B.E. 2006-07 based on the schedule date of commencement of the Project. 


Some of the major Plan  Schemes and the amount allocated are as follows:







                   (Rupees in lakhs )

	Sl. No.
	Plan Schemes


	Provision in Revised Estimates 2005-2006

	1
	Development of Additional Open storage yard behind West Quay Yard.
	200.00

	2
	Ennore – Manali Express way – Formation of Special purpose Vehicle
	300.00

	3
	Deepening of Dr.Ambedkar Basin and Entrance Channel
	40.00

	4
	Procurement of 15 T Rope Grabbing Crane – 3Nos (Jessop)
	30.00

	5
	Procurement of 6nos. Marine Loading Arms
	200.00

	6
	Purchase of Land from CMDA and Development of backup area at Sathankadu near Manali
	100.00

	7
	Development of Second Container Terminal (only for creating ancillary facilities)
	50.00



	8
	Port connectivity – Bridging gap in EMRIP Project
	500.00

	9
	Desalination project of 1000mt per day
	10.00

	10
	Modernisation of Chennai Port 
	900.00

	11
	Dedicated elevated corridor on NH-4 from Port to Maduravoyal
	20.00

	12
	Wind Mill power generator
	10.00


(ii)  NON PLAN CAPITAL WORKS.


As per the Government directive, Schemes costing less than Rs 5 Crores are executed under Non-Plan Capital works. The Capital Expenditure under Non-Plan has been estimated at Rs.11.86 Crores in Revised Estimates 2005-06 as against the Budget Estimates of Rs.10.66 Crores.
  The Major  schemes included and amount allocated for the Non-Plan Capital works for the year 2005-06 are as follows:









(Rupees in Lakhs)

	Ser No.
	Capital – I Non-Plan Schemes


	Provision in Revised Estimates 2005-2006

	1
	Dismantling existing track and laying of new Railway Track at Additional Yard to MOLP I, Black Yard Main Line (BYML) and Addl. Yard to handling of 58 Coal Loading Wagons for Southern Railway requirements.
	50.00

	2
	Replacing crane track and resurfacing SQ I Wharf
	17.00

	3
	Modification of Ground Floor of Centenary Building as Auditorium-cum-Conference Hall and information center
	60.00

	4
	Provision of 6 nos. of super speciality consulting cells in Hospital Complex Civil Work  and Electrical Work
	11.50

	5
	Improvement to EDLB IV and V Floor for accommodating HRD Office
	20.00

	6
	Provision for canteen in Centre Berth Transit Shed
	37.00

	7
	Extension of Green House net barrier supported by structural steel members at Western Side of Ore Stack Yard for Pollution Control
	30.00

	8
	Provision for dust suppression system in the Coal Yard
	58.16

	9
	Provision of water sprinkling arrangements at Coal Yard and Marshalling Yard
	50.00

	10
	Modification of Intensive Care Unit, A.C. Plant for proposed I.C.U. and UPS for I.C.U. and Haemodialysis equipment and Inverter 
	25.00

	11
	Replacement of cradle for main slipway
	10.00

	12
	Procurement of Hoppers instead of Revamping of 2nos. Electrical Wharf Crane
	40.00

	13
	Hardware and Network – Installation and commissioning of 110 nos. of desktop computers
	40.07

	14
	Revamping of the Tippler II
	20.00

	15
	Erecting 5nos. High Mast Light Towers at BD-2nos. Marshaling Yard 2nos. and MLOP 1no.
	10.00

	16
	Procurement of Digital Video Surveillance System
	51.00


(iii)    CONTRIBUTION TO CAPITAL WORKS FOR THE YEAR 2005-06


The total Capital expenditure (Both plan and Non plan) is estimated at Rs.36.64 Crores compared to the Budget Estimates of Rs.57.37 Crores.     

The entire capital expenditure shall be met out of the surplus generated during the year 2005-06. 
4.    BUDGET ESTIMATES (B.E.) 2006-2007

(A).
TRAFFIC PROJECTIONS 

(i).       CARGO TRAFFIC


The throughput of 50.91 million tonnes has been estimated in B.E. 2006-07 against 49.00 Million Tonnes in R.E. 2005-06 taking into consideration the trend of traffic and the industrial  scenario.

 The  details of the estimated traffic under principal commodities are furnished below:

(In Million Tonnes)

	Particulars
	Revised Estimates

2005-2006
	Budget Estimates

2006-2007

	IMPORT
	
	

	Mineral Oil – Crude
	9.50
	9.50

	Petroleum Products
	1.31
	1.38

	Other Liquid  Bulk
	0.61
	0.65

	Fertilizer, Phosphate M.O.P.
	1.24
	1.30

	Coal
	7.92
	7.50

	Sulphur
	0.63
	0.66

	Other Cargo (including

Containerised Cargo)
	6.54
	7.44

	TOTAL
	27.75
	28.43

	EXPORT
	
	

	Petroleum Products
	2.79
	2.93

	Iron Ore
	7.50
	7.50

	Other Ores
	4.23
	4.46

	Other Cargo (including

Containerised Cargo)
	6.73
	7.59

	TOTAL
	21.25
	22.48

	TRANSHIPMENT
	--
	--

	TOTAL TRAFFIC
	49.00
	50.91



It is estimated that there would be a increase of 1.91 Million tonnes in B.E 2006-07 compared to the Revised Estimates 2005-06.  The reason for increase is as follows :-

(1)  Increase in the Containerised Cargo.  

(2) Marginal increase in the handling of Petroleum products.

(3) Increase in Handling of other cargoes.  

(ii)  CONTAINER TRAFFIC











(In TEUs)
	Particulars
	Revised Estimates

2005-2006
	Budget Estimates

2006-2007

	CONTAINER TRAFFIC: 
	
	

	F.C.L

	609505
	700935

	L.C.L


	2350
	2705

	Empty
	69025
	79380

	Transhipment
	4200
	4830

	Shifting
	2920
	3350

	Total
	688000
	791200

	Car Carriers
	93750
	95000



The Container Traffic is estimated to increase by 103,200 TUEs compared to the Revised Estimates 2005-06.   

(B)   FINANCIAL PROJECTIONS- REVENUE ACCOUNT




(ii) OPERATING INCOME

     Based on the estimated traffic, the Operating income for B.E 2006-07 is estimated at  Rs.441.13 Crores as against Rs.426.98 Crores estimated in R.E. 2005-06 showing an increase of Rs.14.15 Crores.  The activity wise breakup is given below:- 









(Rupees in Crores)

	Particulars


	Revised Estimates

2005-2006
	Budget Estimates

2006-2007

	Cargo Handling & Storage Charges
	189.61
	189.66

	Port & Dock Charges
	122.34
	125.44

	Railway Earnings

	32.60
	33.00

	Estate Rentals
	2.93
	2.93

	Container Handling
	79.50
	90.10

	Total
	426.98
	441.13



The operating income is proposed to increase by Rs.14.15 Crores. The increase is due to increase in throughput.  

(ii)    OPERATING EXPENDITURE


The Operating Expenditure is estimated at Rs.320.51 Crores as against Rs.314.80 Crores in the Revised Estimates 2005-06.   The details of Operating Expenditure under broad types are as follows :-





(Rupees in Crores)

	Particulars
	Revised Estimates

2005-2006
	Budget

Estimates

2006-2007

	Salaries & Wages
	153.50
	163.15

	OT/RD/HD
	22.42
	23.16

	Stores
 (Other than Medicines)
	34.05
	33.63

	Medicines (including medical equipments)
	5.00
	5.20

	Repairs and maintenance.

	14.91
	12.67

	Dredging
	0.85
	--

	Dry Docking 
	0.05
	4.00

	Contribution to CISF
	9.50
	10.00

	Reimbursement of Medical Expenses including diet
	5.35
	2.30

	Payment to spillage contract men
	1.60
	1.60

	Electricity & Water Charges
	24.91
	25.00

	Other Sundry Expenses
	42.66
	39.80

	TOTAL
	314.80
	320.51



 The increase in Operating Expenditure by Rs.5.71 Crores over the R.E. 2005-06 is due to the increase in allocation for the following activities:- 

(Rupees in Lakhs)
	Sl. No
	Details
	Amount

	
	Marine Department
	

	1
	Purchase of Fenders, Slings, New Spares for main engine, electrical spares for Vehicles, Tugs & Launches
	114.00

	
	Engineering Department
	

	2
	Provision made for dry docking “Dredger Pride / Cauvery”
	400.00

	
	E & M DEPARTMENT
	

	3
	Provided to procure 1 no. surge suppressor to locate H.T. Cable felt for Power supply Section
	5.00

	4
	Provision for shifting of 1200 mts. pipeline replacement to old pump house
	39.00

	5
	Provision for 6000 Sq. mt. pipeline ramping / replacement of TM line for 1200 mts. to old pump house
	75.00

	
	MEDICAL DEPARTMENT
	

	6
	Purchase of Medicines
	   390.00

	7
	Procurement of New equipments for ICU, Casualty, etc.
	85.00

	8
	Provision for  referral cases to outside hospital
	190.00


(iii)  OPERATING SURPLUS AND OPERATING RATIO

The Operating Surplus is projected at Rs.120.62 Crores as against Rs.112.18 Crores in Revised Estimates 2005-2006. The increase is due to increase in the Operating Income.  

The Operating Ratio is projected to remain at 73% in B.E. 2006-07 also.  

(iv)    FINANCE & MISCELLANEOUS INCOME:

The F & M Income is estimated at Rs.75.01 Crores in Budget Estimate 2006-07, as against Rs.75.07 Crores in the Revised Estimates 2005-06.  

(v)    FINANCE & MISCELLANEOUS  EXPENDITURE:

The Finance and Miscellaneous expenditure is estimated at Rs.77.96 Crores in the Budget Estimate 2006-07 as against Rs.74.16 Crores in the Revised Estimate 2005-06.  The increase in projection is due to increase in contribution towards Pension and Gratuity Funds and increase in provision for Fringe Benefit Tax.    

(vi)       NET SURPLUS BEFORE TAX AND AFTER TAX

The Net Surplus before Tax is estimated at Rs.117.67 Crores in the Budget Estimates 2006-07 as against Rs.113.09 Crores in the Revised Estimates 2005-06.  A sum of Rs.23.93 Crores has been provided towards Income Tax.   


The Net Surplus after tax works out to Rs.93.74 Crores as against Rs.92.98 Crores.  The reduction in Net Surplus is due to increase in provision for Income Tax and Fringe Benefit Tax.

(vii)      APPROPRIATION TO OTHER FUNDS.
Appropriation  from Net Surplus to other funds is as follows :-







(Rupees in Crores)

	Particulars


	Budget Estimates

2006-2007

	Employees Welfare Fund
	3.25

	Family Security fund
	0.18

	Ch.P.T.Employees’ Contributory Loss in Wages Compensation fund
	0.01

	General Insurance Fund

	1.00

	Contribution to Statutory Reserves.
	27.00

	Contribution to Capital Works
	58.83

	Transfer to General Reserve.
	0.96


 (C)   FINANCIAL PROJECTIONS- CAPITAL ACCOUNTS
i)      PLAN WORKS


A Sum of Rs.49.65 Crores is provided in the Budget Estimates 2006-07 as against Rs. 24.78 Crores provided in the Revised Estimate 2005-06.   

Major schemes including the schemes included in the National Maritime Development Project for the year 2006-07 are as follows:





                   (Rupees in lakhs )

	Sl. No.
	Plan Schemes


	Provision in Budget Estimates 2006-2007

	1
	Development of Additional Open Storage yard.
	100.00

	2
	Ennore – Manali Express way – Formation of Special Purpose Vehicle
	300.00

	3
	Procurement of 6 nos. Marine Loading Arms
	700.00

	4
	Development of Second Container Terminal (only for ancillary facilities)
	100.00

	5
	Desalination Project of 1000 MT per day
	10.00

	6
	Creation Additional Open Space 60 Hectares by reclamation
	100.00

	7
	Modernisation of Chennai Port 
	1400.00

	8
	Dedicated elevated corridor on NH4 from Port to Maduravoyal
	100.00

	9
	Port Connectivity – Bridging Gap in EMRIP project
	2000.00


(ii)  NON PLAN CAPITAL WORKS.


The Capital Expenditure under Non-Plan has been estimated at Rs.9.18 Crores in Budget Estimates 2006-07 as against Rs.11.86 crores provided for the Revised Estimates 2005-06.
 The Major schemes included in the Non-Plan Capital works for the year 2006-07 are as follows:

(Rupees in Lakhs)

	Ser No.
	Capital – I Non-Plan Schemes


	Provision in Budget Estimates 2006-2007

	1
	Construction of New Chairman Quarters
	10.00

	2
	Construction of Modern Nine Bay Fire Station
	10.00

	3
	Construction of a New Guest House
	10.00

	4
	Construction of Transit Guest at Tirusulam
	10.00

	5
	Replacement of the existing gates
	5.00

	6
	Construction of RCC connection trestle near B.D.1 Oil Jetty to carry Oil Pipeline
	75.00

	7
	Extension of Green House net barrier supported by structural steel members at Western Side of Ore Stack Yard for Pollution Control
	55.80

	8
	Provision for dust suppression system in the Coal Yard
	10.00

	9
	Provision of water sprinkling arrangements at Coal Yard and Marshalling Yard
	5.00

	10
	Improvement of N.Q. Structures
	100.00

	11
	Procurement of Pilot Launch as additional requirement for boat basin
	10.00

	12
	Modernisation of finger jetty at Chokkani Yard
	200.00

	13
	Modification of Stone Loading Jetty
	100.00

	14
	Replacement of cradle for main slipway
	10.00

	15
	Replacement of dry chemical power tender
	25.00

	16
	To procure 4 nos. Solar Powered Electrically Operated Buoys with complete accessories


	10.00

	17
	Procurement of 15 mtrs. Hydraulic Lifting Platform for Tondiarpet Housing Colony
	10.00

	18
	Revamping of the Tippler II
	10.00


(iii)    CONTRIBUTION TO CAPITAL WORKS FOR THE YEAR 2006-07


The total Capital expenditure (Both plan and Non plan) is estimated  at Rs.58.83 Crores compared to the Revised Budget Estimates of Rs.36.64 Crores.     

The entire expenditure is proposed to be met from the Net surplus estimated during the year 2006-07. 

5.
GENERAL

(A)     Welfare Fund:

As per Clause 4 (a) of the Madras Port Trust Welfare Fund Regulations, contributions to the fund are made from the General Revenue of the Board, as sanctioned by the Board from time to time, subject to such ceiling and annual contribution, as may be fixed by the Government.  The Government of India, vide Lr. No. PW/PGA/28/81 Dt: 24.11.1992 fixed the ceiling as Rs.15 lakhs towards the annual contribution to be made from the General Revenue to the Welfare Fund.  

However, over the years, the expenditure under the Welfare Fund has gone up substantially and the increase in the Welfare Fund expenditure has been provided by making necessary contribution from the Revenue Account through the Budget every year. 

The Board, vide Resolution No.130 Dt: 29.08.1997, resolved to raise the ceiling from Rs. 15 lakhs to Rs.200 Lakhs or 1% of the Operating Income, whichever is less.  However, this was not agreed to by the Ministry vide Lr. No. PD/25021/1/2001-ChPT Dt: 20.06.2001.  The issue has been again referred to Government for reconsideration.  

Consequent to the merger of DLB with Chennai Port Trust, a fresh proposal was sent to Government to increase the ceiling of Welfare Fund to Rs.300 lakhs or 1% of Operating Income whichever is less vide Board Resolution No.123 dated 17.12.2002.  Approval of Government is still awaited.

The details of expenditure incurred under the Welfare Fund for the last 5 years are at Page No. 71 of the Budget Book.  The Welfare Fund expenditure has increased substantially during this period and especially after the merger of erstwhile Madras Dock Labour Board with the Chennai Port Trust.  

Based on the actual expenditure of Rs.323.12 lakhs incurred during the year 2004-05, a sum of Rs.325 lakhs each has been provided in the Revised Estimates 2005-06 as well as in Budget Estimates 2006-07.  

It is brought to the notice of the Board that the increase in contribution from Rs.15 Lakhs to Rs.325 lakhs  has not yet been approved by the Government, as required under the Welfare Fund regulations.  The Port is incurring the expenditure by making the provision through the Budget.

(B)      REDUCTION OF OPERATING EXPENDITURE TO ACHIEVE THE TARGET AS 

           PER MOU


The Chennai Port Trust has entered into a MOU for the year 2005-06 with Government of India, Ministry of Shipping, Road Transport & Highways and as per the Terms of the MOU the operating ratio shall be maintained at 71%.  However, the projections for the R.E 2005-06 and  B.E. 2006-07 indicates an operating ratio of 74% and 73% respectively.  In order to maintain the operating ratio at 71%, it is necessary to reduce the operating expenditure by Rs.11.64 Crores in R.E 2005-06 and Rs.7.30 Crores in B.E. 2006-07.   

The Government of India while giving the approval for B.E.2005-06 vide letter No.PD-25021/22/2004-ChPT dated 29.3.2005, has sanctioned only a sum of Rs.280 Crores as Operating Expenditure as against Rs.288.81 Crores proposed by the Port in B.E. 2005-06.  It has been proposed to revise the Budget Estimates of Rs.288.81 Crores to Rs.314.80 Crores showing an increase of Rs.34.80 Crores over the amount sanctioned by the Government in the Budget Estimates.  Approval of the Government will be sought to incur further expenditure of Rs.34.80 Crores in the Current Year.  

However, all the departments have been instructed to exercise austerity measures as per the directions of the Ministry to reduce the expenditure including the expenditure an account of over time, repairs and maintenance etc. so as to bring down the expenditure to the level of operating ratio committed to Government. 

(C)    CONTRIBUTION TO SETHUSAMUDRUM SHIP CANAL PROJECT

The Government of India, Ministry of shipping vide reference No. PD-2601/1/2004-Sethu dt 10th August 2004 has directed the Port to contribute  a sum of Rs.30 Crores as equity for the Special Purpose Vehicle to be formed under the Company’s Act, 1956 for execution of Sethusamudrum Canal Project.  

The Board vide Resolution No.31 dated 30th August 2004 has approved the contribution of Rs.30 Crores as equity to the Special Purpose Vehicle after its formation under the Company’s Act 1956.  

Based on the request made by M/s.Sethusamudram Corporation Ltd., a sum of Rs.5.50 Crores has been released so far towards the above Equity contribution.  

D)
Accumulation of Pension Fund by Actuarial Valuation


As per the Revised Accounting Policy of the Chennai Port Trust, the annual contribution to the Pension Fund should be determined based on an actuarial valuation made once in 5 years to ascertain the liability of the Pension and Gratuity Fund.  Based on the actuarial valuation, the shortfall if any, to the Pension/Gratuity Fund is built up by making necessary transfer from the Reserves and Surplus.  

Accordingly, the last actuarial valuation was undertaken during the year 2001-02 and a sum of Rs.424 Crores was transferred from the accumulated reserves to the Pension Fund.  As per the actuarial valuation made by LIC of India, the accumulation under the Pension Fund should be Rs.1241.96 Crores and Rs.54.87 Crores under the Gratuity Fund as on 31.3.2002.  The accumulation under the Pension Fund as on 31.3.2005 is Rs.1194.38 Crores, which is still short by Rs.47.58 Crores to reach the level of 2001-02.  The next actuarial valuation is due during the year 2006-07 and the funds available under the two statutory reserves as on 31.3.2005, is only Rs.203.12 Crores, which may not be sufficient to recoup the Pension Fund based on the next actuarial valuation.  

The funds available under the Statutory Reserves may be required to carry out the Port Development Works and hence, it is necessary that the Port may explore further opportunities to augment its revenue and build up the Pension Fund to meet the future Pension liability.

The possibility of meeting the pension liability partly from the Port Revenue Account is also being examined.  A detailed proposal in this regard will be submitted to Board later.

E)
Liability towards Fringe Benefit Tax 


The Fringe Benefit Tax has been included in the Income Tax Act, 1961, by the Finance Act 2005.  The Fringe Benefit Tax liability for the Port Trust works out to Rs.11.60 Crores in R.E.2005-06 and Rs.12.40 Crores in B.E.2006-07.  The main implication of the Fringe Benefit Tax is considering the entire contribution to Pension Fund as Fringe Benefit.  Because of this, the Fringe Benefit Tax on this component alone works out to Rs.11.38 Crores in R.E.2005-06 and Rs.12.15 Crores in B.E.2006-07.  

The objective of the Fringe Benefit Tax is to tax those benefits which are not taxed in the hands of employees as perquisite and accordingly Section 17(2) of the Income Tax Act has been amended.  However, contribution to Pension Fund is taxed as Fringe Benefit and also as pension when the employee retires.  This results in Double taxation, which defeats the purpose of the above legislation.  In addition to that, there is no clarity as to whether, the contribution made due to actuarial valuation will also be considered as Fringe Benefit in the year in which actuarial valuation was carried out.  In that case, the Fringe Benefit tax liability will be substantial and hence the Port may not undertake the actuarial valuation which may erode the Pension Fund.  The Govt. of India has given instruction to undertake the actuarial valuation at regular intervals so as to build up the Pension Fund to meet the future pension liability.  Under the present scenario, the Port may not be able to undertake the actuarial valuation as it may result in payment of huge Fringe Benefit Tax.  Hence, it is required to clarify the above matter with the CBDT / Ministry of Finance, and request them to exempt the contribution to Pension Fund from being taxed as fringe benefit.  

In this regard, the Mumbai Port Trust vide their letter No.SECY/G/GM-MS/5819 dated 5.8.2005, informed that Ministry of Shipping, Road Transport and Highways has constituted a committee and invited comments from the Port Trust on the issues pertaining to Service Tax, Fringe Benefit Tax and other Port related matters.  The comments of the Port Trust relating to Various taxes of Ports was sent to the Mumbai Port on 17.09.2005

F)
Reducing the Liability towards Income Tax


The Fringe Benefit Tax which is charged as F&M Expenditure is not considered as allowable deduction for the purpose of computing the taxable income of the Port.  Apart from that, the depreciation rates provided under section 32 of the Income Tax Act has been reduced for number of block of Assets in the Finance Act, 2005.  The consequential effect of reducing the depreciation rates may result in reduction of depreciation allowance by Rs.30 to Rs.35 Crores in 2005-06 and more so in the subsequent years.  Because of the compound effect of Fringe Benefit Tax and the reduction in the depreciation rates, the Income Tax liability which was estimated at “NIL” in B.E. 2005-06 has been revised to Rs.20.11 Crores in R.E. 2005-06 and Rs.23.93 Crores in B.E. 2006-07.  The total tax liability of the Port (including FBT and IT) works out to Rs.31.71 Crores in R.E.2005-06 and Rs.36.33 Crores in B.E. 2006-07.  The above tax liability constitutes more than 10% of the Operating Expenditure.  The tax liability is likely to go up further in the subsequent years.  The above Income Tax and Fringe Benefit Tax liability will substantially erode the Port Internal Resources and the Port may find it difficult to finance Port infrastructure Projects and building up the Pension Fund by actuarial valuation.


Hence, in order to reduce the above tax burden, it is necessary to approach the investment made in Projects and the expenditure incurred by the Port, on the tax angle keeping in mind the tax benefits available under the Income Tax Act.  The Tax Auditor of the Chennai Port Trust has been asked to study the above issue and suggest various tax planning measures available to Chennai Port Trust, so as to reduce the tax liability of the Port.  


G)  Replacement of Vehicles which are condemned


The Ministry of Shipping vide letter No.PD-25021/16/2003/ChPT dated 28.1.2004, while giving approval for the B.E. 2004-05 has indicated that, there is complete ban on purchase of new vehicles and hence, 

no new vehicles should be purchased.  Any exception to this should be got approved from the Ministry.  Accordingly, while finalizing the non-plan capital budget for 2004-05, provision was made only replacement of the vehicles due for condemnation and purchase of new vehicles as additional vehicle was prohibited.  


However, while giving the approval for the B.E.2005-06, the Government of India, Ministry of Shipping, Road Transport & Highways vide their letter No.PD-25021/22/2004-ChPT dated 29.3.2005 has enclosed an Office Memorandum No.CD-14027/3/96-TF-I(Vol.II) dated 5.10.2004, issued by the Ministry of Shipping enclosing an Office Memorandum dated 24.9.2004, issued by the Ministry of Finance.  As per the Ministry of Finance circular even replacement of condemned vehicles is prohibited and instead hiring of private vehicles from outside is advised against the vehicles condemned.


As far as the Port is concerned, replacement of vehicles cannot be avoided totally as number of vehicles are mainly used for Operations inside the Port for which hiring of vehicles cannot be undertaken due to the saline atmosphere.  Hence, provision for the replacement of vehicles is made in the Non-plan Capital Budget only where it is essentially required and Port is also exploring the possibility of hiring vehicles wherever possible.

H)  Expenditure under the General Insurance Fund

The Tsunami which struck the Chennai Port on 26th December ’04, caused extensive damages to the Port properties.  Apart from recouping some of the properties immediately under the Revenue Account, several Assets of Capital nature are required to be refurbished.  Hence, a list of schemes proposed to be taken up under the General Insurance Fund for recouping the properties damaged due to Tsunami are included in R.E.2005-06 and B.E.2006-07.  A provision of Rs.14 Crores has been made in R.E.2005-06 and Rs.5 Crores in B.E. 2006-07 to undertake the above works.  

      Sd/-
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