ITEM NO. 08 (L-01)
1.
Name of the Subject :-

Determination of licence fee for the period 11.10.2011 to 10.10.2012 on mutually agreed terms on One year extension of Collaboration Agreement and license of Taj Man Singh Hotel with the Indian Hotels Co. Ltd. from 11.10.2011 to 10.10.2012.

2.
Name of the Department :-


Estate-I Department.

3.
Brief History of the Subject :-

3.1.
A proposal to consider extension of the Collaboration Agreement between NDMC and M/s. Indian Hotels Co. Ltd. in respect of Hotel Taj Mansingh from 11.10.2011 was considered by the Council as an Item No.02 [L-03] in its meeting held on 7.10.2011.  [Annexue-‘A’ See pages 99 - 105].  The Council resolved as under :-

(i)
to accord sanction for extension of existing collaboration project and lease deed for one year upto 10.10.2012, subject to the condition that the Indian Hotel Corporation [IHC] shall agree to pay license fee as per mutually agreed terms and conditions retrospectively w.e.f. 11.10.2011 ;

(ii)
to accord sanction for further review and actions in accordance with the decision of Ministry of Urban Development, the legal advice the Committee’s recommendations and Consultant’s reports.


The Council also directed that the Department should workout the timelines for completing the above exercise and the Council be informed of the progress.


It was also resolved by the Council that further action may be taken by the department in anticipation of confirmation of the minutes by the Council. [Annexure-‘B’ See page 106]
3.2.
The Council Resolution was in two parts :-

(i)
the Council accorded sanction for extension of existing collaboration project and lease deed for one year upto 10.10.2012, subject to the condition that the Indian Hotel Corporation  shall agree to pay license fee as per mutually agreed terms and conditions retrospectively from 11.10.2011 ; and

(ii)
accorded sanction for further review and actions in accordance with the decision of the Ministry of Urban Development, the legal advice, the Committee’s recommendations and Consultant’s reports ;

3.3.
Initially, ITDC was asked to carry out the consultancy assignment but after they conveyed their inability, RFP document was floated amongst the empanelled PPP consultants of Govt. of India.  IDFC was the successful bidder but the company soon backed out citing conflict of interests.  The RFP was then floated again among the remaining ten empanelled PPP Consultants and this time the work was awarded to M/s. Ernst and Young Private Ltd.  The prefeasibility report has been submitted and approved by Competent Authority.  The final report is awaited.

3.4.
Meanwhile, Ministry of Urban Development, in a meeting dated 14th November, 2011 has stated that NDMC should strive to get as close to the market rent as possible even if it has to negotiate with M/s. IHC Ltd.  MoUD has already noted the steps taken by the Council towards granting one year extension to IHC and appointing a Transaction Consultant and have given the final direction that the Council may take further appropriate steps.

3.5.
It is clear from the above that as the recommendation of the Consultant have not been received so far the only option available to the NDMC is to implement the 1st part of the Resolution to collect to licence fee for a period of one year on mutually agreed terms and conditions from 11.10.2011.   There are two options - to continue with the present structure of licence fee  or to increase it on mutually agreed terms.  In pursuance of these directions from the Council, representatives of M/s. IHC were invited to discuss the mutually agreed licence fee for a term of one year from 11.10.2011 to 10.10.2012.  M/s. IHC has made an offer of 17.25% of the gross turnover with a minimum of Rs.21 crore, whichever is higher.  The representatives of M/s. IHC were asked to confirm their offer and they have confirmed the offer vide letter dated 16.07.2012, a copy of which is annexed at [Annexure-‘C’ See pages 107 - 108].

3.6.
To arrive at the mutually agreed terms for one year, the only information available to the NDMC is the report of the Committee (Comprising Financial Advisor, Legal Advisor and Director (Estate-I) constituted by the Chairperson, NDMC in 2010 to examine IHC’s request for extension. The Committee had also recommended a licence fee of 17.25% of the gross turnover with a minimum of Rs.21 crore for a period of ten years but no further action was taken on this report.  (Para 4.5, 4.6 and 4.7 of Annexure A).
3.7.
The report of the Consultant is still awaited.  MoUD has also indicated its view as per Para-3.4 above.  Since the Collaboration Agreement has been extended only for one year, the only information available with the NDMC at present is the  recommendation of the aforesaid report wherein the LF was proposed at 17.25% of the gross turnover or Rs.21 crore as the minimum licence fee, whichever is higher.

3.8.
Prior to 11.10.2011, M/s. IHC as per the Collaboration Agreement M/s IHC were required to pay 10.5% of the gross turnover or Rs.96 lac as the minimum LF, whichever is higher.  The proposal, if approved by the Council would increase the percentage of LF from 10.5% to 17.25%, which is an increase of 6.75% of turnover or 64% as compared to the LF being paid by M/s. IHC upto 11.10.2011.

3.9.
The gross turnover of the LF being paid in the last 12 years from 2000 to 2012 is at Annexure-“D” See page 109.
3.10.
There has been a substantial increase in the gross turnover and corresponding increase in the LF.  The turnover and the LF have gone up in the last 12 years by about 2.7 times i.e. 270%. For the current financial year 2012-13, M/s. IHC has estimated their turnover provisionally at Rs.205.61 crores.  With the increase in percentage of LF from 10.5% to 17.25% and increase in turnover the LF would be above Rs.35 crores i.e. an increase in LF by about Rs.15 crores as compared to the LF being paid for the year 2011-12 on the basis of 10.5% of the turnover.  This increase takes into consideration, the increase in the turnover and increase in the percentage from 10.5% to 17.25%.

4. Detailed proposal on the subject
4.1
IHC have continued to make regular payments since 11.10.2011@ 10.5% of GTO (Annexure E See page 110) and undertake to make the balance payments within a week of getting Council’s approval.

4.2
As per audited accounts for the year 2011-12, the gross turn over is Rs.200.17 Cr. IHC has provisionally estimated gross turn over for 2012-13 at Rs.205.61 Cr. Licence fee for the period 11.10.2011 to 31.3.2012 will be based on the audited accounts of 2011-12 and that for 1.4.2012 to 10.10.2012 on estimated gross turn over of Rs.205.61 Cr. Difference if any for the period 1.4.2012 to 10.10.2012 will be collected after the accounts for 2012-13 get audited. The rate of licence fee is proposed at 17.25% of GTO for the above period of 11.10.11 to 10.10.12.

4.3
The consultant would need some time to come up with a detailed report after conducting market study and analysis. Therefore, IHC’s offer as stated in their letter dated 16.7.2012 is placed before the Council for consideration and decision.
5.
Financial implication of the proposed Subject:
5.1
The proposed increase in licence fee will result in revenue of around Rs. 34.5 crores (based on 2011-12 GTO) from this unit during the one year extension from 11.10.11 to 10.10.12.  This amount is likely to increase further to Rs. 35 Cr. (approx.) because projected GTO for 2012-13 is Rs. 205.61 Cr.

6.
Implementation schedule with timeliness for each stage including internal processing:


 NIL

7.
Comments of the Finance Department on the subject with diary number and date:
Financial Advisor has seen and concurred vide diary No. 1092/PS/FA/12 dt. 18.7.2012 

8.
Comments of the Department on comments of Finance Department:



NIL

9.
Legal implication of the subject:


NIL

10.
Details of previous Council Resolutions on the subject:
As mentioned in para 3 above.

11.
Comments of the Law Deptt on the Subject:

Vide Diary No. 44/PS/LA/12 dt. 19.7.2012 Legal Advisor has commented that “It has no legal issue. This is to comply with the directions of the Council.”

12. Comments of the Department on the comments of the  Law Deptt:


NIL

13.
Certification by the Department that all Central Vigilance Commission (CVC) guidelines have been followed while processing the case.


Not applicable as extension has been granted for a limited period of 1 year and is in accordance with provisions of the licence deed and collaboration agreement signed in 1976.
14.
Council Resolution :-  

Considering the fact that at present only the Committee’s Report, which formed part of the Resolution dated 07.10.2011 is available, it is recommended that additional revenue may be collected on the basis of the recommendation of the Committee’s Report.  The matter shall be further placed before the Council for consideration, after receipt of report of Consultant.

COUNCIL’S DECISION

After considering the facts and circumstances of the case, it was resolved by the Council, by majority, that the Council may charge from the Licensee, M/S IHC Ltd License Fee @ of 17.25% of the Gross Turnover or `.21 Crores a year for the period from 11.10.2011 to 10.10.2012., whichever is higher. 

The Council further directed that the final report of the Consultant appointed to recommend further course of action be brought before the Council at the earliest.

It was also resolved by the Council that further action in the matter be taken by the department in anticipation of confirmation of the Minutes by the Council
