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CENTRAL WAREHOUSING CORPORATION
(A GOVT. OF IND!q nXPEETAKING

No.CWC/II-459/Const./2018- 19/ | q1o
CIRCULAR

Sub: procedure/methodology for evatuation of project and working out the IIIR.

Corporate Office is receiving the proposals from the Regional Managers for creation

storage capacity, generally on the available land or creation of green field capacities in tl'reir R

I

require to be evaluated w.r.t. the technical, commercial & financial feasibility. The returns to t

from the projects in the form of Internal Rate of Return (IRR) are also required to be computed.

In order to evaluate a project, commercial as well as financial viability are the requi to bre

observed by the Regional Managers for which the guidelines have been formulated for income lwell as

expenditure. These gUidelines are described in the self contained note enclosed as

staffing norms to be observed have also been formulated and the same are enclosed

an illustration, the IRR has been worked out for one of the centre i.e. 10000MTC

enclosed as Annexure-C for guidance. The calculation sheet of IRR in Excel file

alongwith this circular thrrough mail,

a:; Ann ulre-8. l\s

All the Regional Managers are requested to go through the guidelines and accordingly

for the project proposals for consideration of the competent authority.

Encl: As stated above

P.7.01)

at Bad

i:; also

which
ieved

4. The

i and is

sent

action

Distribution to :

1. PS to MD,PS to Dir(Firt.),PS to Dir(Per.),PS to D|r(MCP),CWC,CO,New Delhi.

2. The CVO,CWC, CO, New Delhi.
3. The GM(Com,),GWC, CO, New Delhi.

4. The GM(F&A),CWC, CO, New Delht.
5. All RMs

6. All Head of Engineering Section,ROs

7, All Account Officers, ROs

B. The AGM (WAyAGM (IA)/AGM (Com)/AG M (Proj. ),CWC,CO, New Del h i'

9. All other HODs,CWC,CO,New Delhi'
10. The SE(P|),CWC,CO,New Delhi.
11. All EEs/AEs in Engg. Div., CWC, CO, New Delhi.

Corporate Office: 4/t,Siri InstitutionalArea,August Kranti Marg,Hauz Khas,New Delhi-110016, Terl.Off-01
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Methodolow for computing IRR for thre Proiects

For computing the IRR of a Project, which is proposed to be constructed either on th exipting
centre or on a new centre, the following methodologr for ftnanciLal evaluation of the
be adopted:

1. The figure of Income & expenditure has been upda[ed
al.lowances (Estabtishment cost) & other expenditure on
insurance, chemical, covers etc. would be taken as unde:r:

upto F.Y.2O77-18. Pay &
repairs & md ance,

Unit

Cost per
employee
(Rs. in Lacs)

Rs. per M'l
Rs. per M'I

shall

yeafs
a1 year

Ihom

noI'rns

The above costs under different sub-heads have been worked out based or:L last
audited accounts except for the establishment cost, which is based on tlre frnan
2OI7-18. These costs have been computed by the Fin. Div. and would be circu
time to time.

Number of ernployees for each slab of capacity would be taken as per the staffr
enclosed as Annexure-B.

2. The employee cost has been taken based on actual cost. of 2Ol7-18 and to be ed as

per the staffrng norrns e.g. a warehouse is having a capacity of 15000 MT another
5000 MT is proposed to be added then the additional cos;t of one manager shall added
under pay & allowances. Similarly if a new centre is t.o be opened with a ity of
15000 MT then the cost of one JTA/TA category and 2 JS/WAG-I/II uncler 'C'

would be accounted for.
ategory

3. The cost of the land is taken on prorata basis keeping iIr view the total godown crty
which can be constructed on the land and the actuLa-l warehousing cap€I

constructed. This applies to both freehold land and leasr:hold land.
Y heing

Pay & Allowances (including the
cost of RO & CO)
(a) Fon A' and 'B' category offtcers
(b) for'C' and D' category

r9.93
t2.39

Repains & Maintenance

Chemical/Covers / Dunnages
Rs. per M'f
Rs. per M'f

Rates & Taxes
Rs. per M'I
Rs. per MTOther Misc. Expenditures



Revenue expenditure.

(purchased qn perpetual lease basis),which are more i*:an 20 years

for the purpose of computing IRR.

The project life is, taken as

should be taJcen as salvage
depreciated.

The Tax be4efit as per the Income Tax Act will be taken for the cplculatir

calculation. The rate may be considered as 34.60% or zrt the rate exist[ng in t.

which projecf is assessed.

The above cqsts of other expenditures are for the year 201,7-18 which may be

at the rate of 7 .4Oo/o per annum, taking the same as base rate for subsfquent
rates will bq subject to review periodically. For :urrent year cost i.e. first
escalation faptor of 7 .4Oo/o per annum be taken.

6. The cost of equipment like Lorry weighbridge in case required to
outflow in the frrst year of installation for calculating the IRR. Cost of
the land andtbuilding are to be considered alongwith the project cost a
which estim4te is to be made by Region depending on the requirement.

4

5.

The depreciation on leasehold is charged over the lease period of lanp and

con
tS

cash

age of
based

I

Qf the
phile

{ands
ored

IRR

1n

&Sr

than
for'

pancy'

1as1.

the
ifr ther

the:

pasl:

- The income fnay be estimated based on the type of business & percen

to be commlnicated by RM and confirmed by the Comnrerciai Division
five years utilization rate of RO. In case expected utilization is higher
average occqpancy, RM should give reason for the same. The annu
income may pe taken as under, which have been arrived at based on p

@6.OOo/o p.a.

@3.2Oo/o p.a.

As there is backlog in fixation of tariff for FCI, the abov,: rate of yearly

in storage inpome from FCI be considered to estimate the storage in

For Storage lncome
For MF Incolne

8. MF income (income from H&T Operation) is to be

RMs/ Commdrcial Division's recommendations.
MF expendifure would be considered on the follorving
experience:

91.74ot'o for MF in

basis b

For General Operations
For CFS
For ICP
The income Would be intimated by the RM

75.699'0 of MF income
80.6Oou'o of MF income



10. The costs above are to be taken for the full capacity being con

MT stated a at S.No. 1 are based on average capacilg avafilable pQn

11. As approved the BOD, the minir,num rate of IRR is lCt%o fop Gener{f

9. Wherever PC

of PCS i

for Industri
scheme.

Based on
Overheads
and submit
Engineering
competent
Commercial

income is considered, corresponding chenrical
may be considered as expenditure.

Warehouses and 7.5o/o for foodgrain walehoqse

above parameters, the project cost estjma(es irn

7o/o, vrrll be prepared by the Head of Engi:neering $ecti@rt

same to RM for calculating IRR at their leve'l a4fl
Division, Corporate Office for its scrutiny snid seekihg
thority througtr Commercial & Finan.ce pivisiomi

ivision, CO, New Delhi will also calculate the IRR

t2.

L4.

autI enticity.

13. The above co t Escalation rates in Income and E>rpenditure Will be u
nts periodically aften every three years which wpuld beaudited

to time.

In case IRR is not coming from the project and RM {eels that,
he should into the following aspects and give his due recpmme

(a) If, there is a ibility that in the first few years, the capacitf u
may get i in the later years, and if their projeclion is diffenefi1t

utilization of Region, then necessarJr recommendatio:ns can be

(b) The RM may consider the anticipated income from sitorage in open

source g in view tl.e future scope of business at that centre.



STAFFING TO BE OBSERVED AS PER THE CAPACTTYOfi THH
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