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Subject: Record of Discussion of 142nd meeting of the PPPAC for considering the
proposal, “Development of International Container Transshipment Port
(ICTP) at Galathea Bay, Greater Nicobar Island (GNI) for Phase | & Phase II”,

reg: -

1. The 142" meeting of the PPPAC was held on 17.03.2026 & 19.03.2026 at 10.00 hrs
to onsider the proposal, “Development of International Container Transshipment Port

(ICTP) at Galathea Bay, Greater Nicobar Island (GNI) for Phase | & Phase I1.”

2. List of attendees is placed in Annexure-I.

3. On behalf of the Chair, Joint Secretary (IFS) welcomed the attendees to the meeting
and requested MoPSW to make a presentation to the PPPAC. With the permission of the
Chair, MD, Kamarajar Port Limited (KPL) made a detailed presentation to the PPPAC.

4. The basic details of the project are given in the table below:

Table 1: Details of the project as per PPPAC Memo

Project Description| Development Of International Container Transhipment Port (ICTP)
at Galathea Bay, Great Nicobar Island (GNI) for Phase | &Il
PPP Model DBFOT, JV with VGF
Sponsoring Ministry of Ports Shipping and Waterways
Authority
Implementing Kamarajar Port Limited
Agency
Location Great Nicobar Island (GNI)
Project Cargo Handling Infrastructure
Components
Sr. No. Component Phase-l [Phase-ll| Total
A Container Berth Length (m) |2,300 1,750 14,050
B No. of Container Berths 7 5 12
C POL Berth Length (m) Nil 1300 300
D No. of POL Berths Nil 1 1
E Port Craft Berth 1 (150 m)|Nil 1 (150 m)
F Container Capacity (Mn TEU)5.6 6.2 11.8
G POL Capacity (MTPA) Nil 3 3
Length of Berths
Sr.No| Component [Phase-l (m)Phase-ll (m)
A Container Berths|2,300 1,750
B POL Berth Nil 300
2




Ic  |Port Craft Berths|150 Nil
Total 2,750 1,750
Maximum Traffic Capacity
Sr. No. Item Phase-l| Phase-Il
A Capacity (Mn TEU)( 5.6 6.2
Estimated Project | S | Item Phase | Phase | Total
Cost- Phase wise | No | !
1. | Project Preliminaries and Site| 53 41 94.8
Development
2. | Dredging 1,502 | 1,437 |2,938.9|
3. | Reclamation 1,527 | 4,315 | 5,842.1
4. | Breakwaters & Shore Protection | 7,978 | 138 8,115.9|
5. | Berths 4,764 | 5,472 | 10236
6. | Storage Areas 1,186 | 724 1,908.4
7. | Equipment 4,817 | 5,029 | 9,846
8. | Buildings 114 |62 176.3
9. | External Power, Water & 451 318 769.5
Telecommunication
10. | Utilities and Others 378 152 530.1
11. | Port Crafts and Aids to Navigation | 559 600 1,159.1
12.| ICTP Colony Infrastructure 1,340 | 1,648 |2,987.9|
13. | CA/Forest Clearance 303 - 303
14. | Contingencies 3% 718 566 1284
15 | Detailed Engineering & Project] 718 566 1284
Management Services @3%
16. | Interest during construction 1,385 | - 1,385
Grand Total Cost (Rs. in Crore) | 27,793| 21,069 | 48,862

Concession Period

50 years (including 05 years for construction of Phase-IA and
phase-IB within 09 years for the date of award. Phase-Il to be
completed within 19 years from the Date of Award)

Status of
Environmental
Clearances

Ministry of Environment, Forest and Climate Change (MoEF&CC)
has granted Environmental clearance (EC) for the Project on
11.11.2022 in the name of Andaman and Nicobar Islands|
Integrated Development Corporation Limited (ANIIDCO).

Clearance required
from the State
Government and
other local bodies

Consent to Establish (CTE) and Consent to Operate (CTO) would
be obtained at appropriate time from the concerned authority.




Other support « Transfer/Diversion of land from ANIIDCO to KPL for acting
required from the as Concessioning Authority.

State Government « Supply of Water, Power, Telecommunication and other
essential utilities on the best effort basis.

Concession The project is proposed to be implemented as per latest Ports
Agreement DBFOT MCA

Bidding parameter | Lowest VGF sought or highest premium.

Bidding process | Single stage with two cover system.

5.  The MD, KPL stated that the proposed International Container Transshipment Port
(ICTP) at Galathea Bay, Great Nicobar Island (GNI) is a flagship infrastructure initiative
under the broader “Holistic Development of Great Nicobar Island” program of Ministry of
Home Affairs. The proposed project is strategically located along the key maritime trade
routes and is in close proximity to the transshipment hubs such as Singapore, Klang, and
Colombo. Ministry of Defence has notified the ICTP project as a strategic project on 18t
August, 2025. Additionally, the ICTP is designed to serve container traffic from the East
Coast of India, Bangladesh and Myanmar.

6. The MD, KPL emphasized that the project leverages a highly strategic geopolitical
and geographic advantage and is positioned 40 nautical miles from the Malacca Strait
which is one of the world's busiest international shipping routes through which nearly 35%
of global seaborne trade passes annually. With natural water depths of 20-30 meters, the
location offers a significant opportunity to develop a world-class deep-draft transshipment
terminal capable of handling next-generation mainline vessels. Currently, nearly 75% of
India’s transshipment cargo is routed through foreign ports, leading to substantial foreign
exchange outflows. The project will reduce India’s dependence on foreign transshipment
ports by enabling domestic handling of transshipment cargo, resulting in estimated annual
foreign exchange savings of about USD 200 million, cumulatively reaching around USD 1
billion by 2047.

7.  The MD, KPL presented further that the ICTP is envisaged to be developed in four
phases with total handling capacity of 20.4 Mn TEUs. The Port shall have 19 Container
berths, 2 POL berths, 2 Port craft berths. However, due to the location and project specific
constraints of the project, the initial two phases have been submitted to the PPPAC with
an Estimated Project Cost of Rs. 48,862 crore. The initial two phases shall have 12
container berths, 02 POL berth and 01 port craft berths. The Phase-I of the project will
have an annual capacity of 5.6 Mn TEUs and will be implemented in two sub-phases—
Phase |A and Phase IB—each with a capacity of 2.8 Mn TEUs. Phase-ll will further expand
the port's capacity by 6.2 Mn TEUs and include the development of a 3 MTPA POL berth
facility. By the end of Phase IA (60th month from the Date of Award of Concession), the
project is targeted to achieve full completion of breakwater construction, 60% of capital
dredging, and 50% completion of container berths, yard development, and onshore
infrastructure and utilities. By the end of Phase-IB (108th month from the Date of Award of
Concession), all container berths, yard development works, and onshore infrastructure and
utilities are expected to be fully completed. Under Phase Il (by the 228th month from the
Date of Award of Concession), the project will achieve 100% completion of capital dredging
in the entrance channel, along with full development of container berths, yard areas, and
the POL berth, including all associated infrastructure facilities. The capacity of the two
phase is 11.8 Mn TEU. The project IRR is 13.30% and the equity IRR is 17.30%.



8.  The MD, KPL also highlighted that the project has sector specific as well as location
specific issues and hence it is structured as a JV model with VGF to boost the confidence
of the prospective bidders. In the meeting held on 3.01.2025 in MHA, it was decided that a
minimum of 55% shareholding in the project to be held by an Indian-Owned and Controlled
entity. Subsequently, during the 9th High-Power Committee (HPC) meeting held in MHA
on 02.04.2025, three development models were analysed such as landlord model, JV
without VGF and JV with VGF. Among these, “JV Model with VGF” was found in-line with
the directions of the meeting held in MHA on 03.01.2025. Accordingly, the proposed JVC
structure envisages Select Major Ports (SMPs), including KPL, holding an aggregate equity
stake of 45%, with the remaining 55% equity held by private sector entity(ies).

9. The MD, KPL further stated that the project proposal seeks Viability Gap Funding
equal to 25% of the Estimated Project Cost (i.e. 25% of the TPC of Phase-l & || which is
Rs. 12,230 crore) either from the VGF Scheme of DEA or from the budgetary allocation of
MoPSW. As per the proposal, if the VGF is sought from the VGF Scheme of DEA, the
following special dispensation may be allowed under the VGF Scheme of DEA: i)
Exemption from charging pre-determined tariffs as per VGF scheme: ii) Approval for
Viability Gap Funding of 25% of the Estimated Project Cost from the DEA’s account; iii)
Disbursement of Capital Grant on annual basis in proportion to annual equity and debt
contribution of JVC in contravention of the VGF Guideline which prescribes releasing grant
after fully infusing equity and in proportion to debt disbursed by the LFI; v) Exemption from
repaying 90% of grant released to the Ministry of Finance in case of termination of the
project and not continued as a PPP project.

10. After the presentation, the Chair asked the PPPAC members for their observations.

The representative of DoLA supported the proposal and stated that they have no further
comments to offer.

11. PD, NITI Aayog raised the following observations and the response of MoPSW
are given below:

i.  What is the purpose of adopting Joint Venture (JV) model for the project?

Response of MoPSW: In the meeting held on 3.01.2025 in MHA, it was decided
that a minimum of 55% shareholding in the project to be held by an Indian-Owned
and Controlled entity. Subsequently, during the 9th High-Power Committee (HPC)
meeting held in MHA on 02.04.2025, three development models were analysed such
as landlord model, JV without VGF and JV with VGF. Among these, “JV Model with
VGF" was found in-line with the directions of the meeting held in MHA on 03.01.2025.
The geographical location of the project makes it strategically important but also
brings significant challenges. To attract private sector participation, a JV model has
been proposed as equity participation by major ports is expected to enhance investor
confidence by signalling strong public sector backing and credibility for the project
and thus, attract adequate private sector interest.

iii. The PSA may consider the learnings and project structures adopted in
previous port projects. Such as in the earlier appraised VOCPA proposal, which was
under DBFOT mode, the project failed due to under-estimation of dredging costs,
which could have been avoided with accurate estimation and indexation. In the
Vizhinjam project, the VGF and funded works contributed to make it as a
comprehensive project. It has already been stated in the written comment of NITI
Aayog that similar structure i.e., high capex components such as breakwaters and
shore protection, which constitute a substantial capital outlay in Phase I, may be



structured as Funded Works to be financed entirely by the Concessioning Authority
and executed by the Concessionaire.

Response of MoPSW: The learnings from earlier port projects have been duly
considered in the present proposal. To mitigate risks such as underestimation of
capital-intensive components (e.g., dredging) the proposal includes (i) bidding out the
entire project (Phase-l and Phase-|l) together would allow the concessionaire to make
an overall assessment of the costs, risks, opportunities; (i) the provision of Viability
Gap Funding (VGF) during Phase |, as a bid parameter to support the development
of common infrastructure by the Concessionaire is expected to allow a fair
assessment of the costs as well as the reduction of financial stress. Further, Phase |
and Phase Il have been integrated to improve overall project viability. While Phase |
involves significant capital expenditure, particularly for core infrastructure, Phase I
includes comparatively lower capital-intensive, revenue-generating components. This
cross-phase structuring helps balance risk and return for the concessionaire, thereby
enhancing financial sustainability and investor attractiveness.

iii. The project is envisaged in two phases and the Phase-ll will be triggered once the
average annual cargo handled reaches 70% of Phase-1 capacity for two consecutive
years or not later than 132 months from the date of award of concession whichever
is earlier. It is suggested that in case the construction of Phase-2 does not
commence before 132 months, the JV should not be mandated to undertake Phase-
Il and the concession period should be reduced and the Phase-Il may be bidded-out

separately.

Response of MoPSW: The mandatory provision for Phase-Il development has been
incorporated to provide the concessionaire with clear and time-bound milestones for
long-term capacity augmentation. In the absence of such defined triggers, port
operations and growth may stagnate and may not achieve the scale envisaged under
the project. The mandatory Phase-Il requirement is intended to ensure that the
concessionaire remains continuously focused on traffic development and operational
expansion throughout the concession period, thereby supporting sustained growth
and optimal utilization of the port's strategic potential.

iv. The stipulation of at least minimum of 55% shareholding by Indian-owned
entities in the SPV does not clearly specify that the remaining 45% equity is to be
held by a public sector entity. There is a need for greater clarity on these directions
to ensure proper understanding and structuring of the project.

Response of MoPSW: The project is of strategic as well as difficult in nature.
Therefore, in order to ensure Government control and to boost the confidence of the
private player, the project has been structured with 45% of equity participation from
the Selected Major Ports.

v.  What would be the impact of the Vizhinjam Transshipment port project on the
ICTP at Galathea Bay? Whether both the ports compete with each other?

Response of MoPSW: Based on their geographic locations and proximity to major
shipping routes, Vizhinjam International Seaport is expected to primarily cater to
transshipment of the west coast traffic, and compete with established hubs such as
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Port of Colombo. In contrast, the proposed Galathea Bay ICTP is strategically located
near the Malacca Strait and is expected to cater to traffic from the east coast of India,
Southeast Asia, and east-bound shipping routes.

Vi. The financial net worth of JVC prescribed in the RFP is Rs. 7,000 crore. Are
there sufficient bidders with the prescribed net worth in the market?

Response of MoPSW: The amount of Rs.7000 Cr is the expected net worth of the
JVC as a whole. In this structure, the 55% of the JVC is what is being offered for
bidding. Hence the eligibility criteria of the bidder will be 55% of Rs. 7000 Cr i.e.,
Rs.3850 Cr. This can also be in the shape of consortium.

vii.  Whether the provision of power and water supply would be provided by the
Authority at predetermined rates or would be borne by the concessionaire at
market-determined rates?

Response of MoPSW: The Authority would be providing for the provision of power
and water supply arrangements at the predetermined rates of ANIIDCO and the same
shall be incorporated in the concession agreement.

viii. ~ Whether the location for debris disposal identified? If yes, whether the
requisite approvals for the same obtained?

Response of MoPSW: The debris disposal location has already been identified and
is covered under the Environmental Clearance obtained on 11th November 2022.

12. JD, DoE raised concerns with regard to the special dispensation sought under the
VGF Scheme of DEA stating that vital clauses of ~ the  existing VGF scheme would
need to be amended in case of special dispensation. DEA may take a decision based on
the VGF Scheme eligibility and check whether an approval of Cabinet is required to allow
such special dispensation.

13.  JS (IFS), DEA raised the following observations and the response of MoPSW are
given below:

i. In typical port projects on PPP model, capital-intensive common infrastructure
such as dredging, reclamation, and breakwaters is usually undertaken under HAM
mode or as funded works. However, in the proposed project, these components are
included within the scope of the concessionaire. Would a concessionaire be
interested in undertaking such capital-intensive common infrastructure works?

Response of MoPSW: While common infrastructure is typically developed by the
Authority, in this project it has been included within the scope of the JV to provide
the private partner with greater flexibility in design and implementation, aligned with
its operational requirements and cost estimation. This approach also ensures that
the private partner has full ownership and accountability from the outset, thereby
promoting efficiency and long-term commitment to the project. Further, a VGF
support is proposed to be given in the first phase to the project.
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ii.  With reference to the VGF grant component, as per the proposal, VGF shall be
sought either from DEA or from the budgetary support of MoPSW. Special dispensation
has been sought if the grant is from the VGF Scheme of DEA such as relaxation of the pre-
determined tariff provisions, allowing VGF in excess of 20% from DEA, disbursement of
VGF without fully infusing equity into the project, and relaxation from repayment of VGF
condition in the event of project termination or discontinuation as a PPP. These requests
constitute material alteration of the Scheme, which are not permissible under the VGF
Guidelines. Cabinet approval will be required for any material alteration of the Scheme. In
addition, the VGF request of Rs.12,230 Cr is more than current and even past five-year
VGF Scheme outlays. '

iii.  As per the proposal, internal accruals are proposed to be utilized for the
development of Phase-ll, which is not a standard practice. Why are internal accruals
being used instead of fresh equity infusion?

Response of MoPSW: Under the proposed structure, Phase-Il development would
ordinarily require equity contribution by the JVC, including infusion by the private
partner and select major ports. However, instead of raising fresh equity, the proposal
envisages utilization of internal accruals generated during Phase-| operations. The
use of internal accruals has the same financial impact as fresh equity infusion.
Accordingly, the use of internal accruals has been considered appropriate and
incorporated in the financial model.

iv. The project has adopted a debt-equity ratio of 70:30, whereas other
ministries, such as MoRTH, have started adopting a 75:25 structure. Why has a 70:30
ratio been considered for this project?

Response of MoPSW: The proposed project carries significant construction, traffic,
and commercial risks, given its scale and greenfield nature. Adopting a higher
leverage structure of 75:25 could adversely impact project bankability and reduce
bidder interest. Accordingly, the standard 70:30 debt-equity ratio has been
considered appropriate to ensure financial viability and to attract adequate private
sector participation.

14.  JD(PIU), DEA raised the following observations and the response of MoPSW are
given below:

i.  As per the proposal, the Authority is proposed to earn revenues in the form of
dividends and revenue share. In view of the significant returns accruing to the
Authority, what is the rationale for seeking VGF for the proposed project?

Response of MoPSW: The Authority’s earnings in the form of dividends and
revenue share are projected to commence only from the 17th year, when the project
achieves financial break-even. In the initial years, the project remains financially
unviable and therefore requires VGF support for its development. The projected
returns are intended primarily to compensate for the substantial risks being borne by
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