[F.No. AERA/20010/MYTP/Celebi/C/Del/2011-12]

Airports Economic Regulatory Authority of India

Order No.11/2012-13
AERA Building,

Administrative Complex,
Safdarjung Airport,
New Delhi - 110 003

Date of Order: 26t July, 2012
Date of Issue : 031 August, 2012

In the matter of Annual Year Tariff Proposal (ATP) for the First and Second
Tariff Year of the 15t Control Period submitted by M/s Celebi Delhi Cargo
Terminal Management India Pvt. Ltd. (Celebi) for providing the cargo
handling services at Cargo Terminal, IGI Airport, New Delhi

The Authority had considered the Multi Year Tariff Proposal (MYTP) submitted
by M/s Celebi Delhi Cargo Terminal Management India Pvt. Ltd. (Celebi) in respect of
cargo handling services rendered at IGI Airport, New Delhi and after due stakeholder
consultation issued Order No. 14/2011-12 dated 07.10.2011 (i.e. MYTOQ) ordering that:

(a) The services provided by Celebi, the Cargo facility Service provider at IGI
Airport, New Delhi are "material but competitive". Hence the Authority will

adopt a "light touch approach” for determination of tariff for the 1% Control
Period w.e.f 01.04.2011.

(b) Celebi, may submit the Annual Tariff Proposal for the first tariff year of the
first control period for the consideration of the Authority within a period of
75 days of the issue of this Order in accordance with the Guidelines.

2.1 Pursuant to the issue of the MYTO, Celebi vide letter dated 21.12.2011 submitted
their ATP for the first tariff year (2011-12). Further, vide letter dated 10.02.2012, Celebi
also submitted their ATP for the second tariff year (2012-13).

2.2 The ATPs submitted by Celebi were put up for stakeholder consultation vide
Consultation Paper No. 4/2012-13 issued on 17.05.2012 wherein the Authority proposed
the following for stakeholder consultation:

(i) “The Annual Tariff Proposal - for domestic and international cargo
handling services for first tariff year (1.04.2011 to 31.3.2012), and for
second tariff year (01.04.2012 to 31.03.2013) of the first control period
may be tentatively decided to be approved.

(ii) Tariff proposed as above will be maximum and demurrage free period shall
be as per Government orderg issued from time to time.”

2.3  The last date for receipt of cg
was 31.05.2012. In response,
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Airlines (FIA), Airports Authority of India (AAI) and Delhi International Airport Ltd.
(DIAL).

3.1 FIA, vide their letter no. nil dated 31.05.2012, inter-alia mainly have raised the
following issues:

a) CP No. 4 deals with vital aspects relating to the Cargo Facility which has a
huge impact on the member airlines and to respond to the concerns 14 days
time is not sufficient;

b) Relevant documents have not been made available to the stakeholders on
whom reliance has been placed to arrive at the decision for tentatively
approving Celebi’s proposal for tariff and allowing approximately the 33%
increase;

¢) Authority has not considered the present economic realities and interests of
consumers.

d) FY 2011-12 has already passed and there cannot be any retrospective
determination of tariff.

e) Details of consultation with stakeholders and evidence of user agreements
have not been made available to the stakeholders. FIA is not aware whether
Form B and Form F12(b) were submitted by Celebi.

f) By the proposed tariff proposal, the cost of operations will increase by
approximately 33% which would push at least 40% of export from Delhi to
alternative airports and other modes of Transport.

8) The cargo market has not grown over the last few years. The domestic cargo
tonnage by all carriers reflects a negative growth overall.

h) Such negative growth would widen if the terminal operators increase the rates

exorbitantly as the customers will move out and explore other modes of
transport.

3.2 AAl vide their letter dated 20.06.2012, stated that proposal may be approved by
AERA as per laid down Guidelines/norms.

3.3  DIAL in their submission dated 30.05.2012, supported the revision in the rates as
per the tariff(s) proposed in the ATPs. ‘

4. . Vide letter dated 07.06.2012, the Authority requested Celebi to furnish their
views/clarifications on the comments of FIA. In response, Celebi vide letter dated
12.06.2012, submitted their views/clarifications as under:

a) All the relevant documents, as per the AERA Guidelines, have been submitted
by Celebi in its MYTP submitted on 30.04.2011 which have been made
available by the Authority to all stakeholder on its website.

b) Celebi have not proposed a 33% hike in their proposed tariffs for FY 2012-
13.The proposed hike in majority of the rates is based on the cumulative WPI
inflation of two year period (starting the commencement of their operations,
i.e., November 2009 at Delhji-at £) _which is around 18%. Further, the
expected revenue (INR 3280
well below the approved AR
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¢) The Annual Tariff Proposal for FY 2011-12 was submitted on 21.12.2011 and it
did not propose any change in the existing tariffs for the period FY 2011-12.
Hence, there is no retrospective impact on the customers due to the Annual
Tariff Proposal for FY 2011-12.

d) Celebi have provided to AERA the minutes of meetings and email
correspondences between Celebi and ACAAI and AOC. Paragraph 3.4, 3.5 and
3.6.e of the Consultation Paper No. 4/2012-13, refer to the same.

e) As per Appendix Al 8.2 of the AERA Guidelines, Celebi is required to submit
Form 14 (b) and not Form 12 (b) as mentioned in FIA's comments. Form B
and Form 14 (b) are the requirements for filing Annual Tariff Proposal which
have been submitted by Celebi with its Annual Tariff Proposals and available
in AERA's Consultation Paper No 4/2012-13.

f) Regarding the user agreements, Celebi would continue to honour the existing
long-term agreements which have been signed with various customers in the
past and are valid for FY 2012-13. Any change in tariff would be undertaken
through a mutual agreement between Celebi and customers. They have
submitted a few User Agreements to the Authority with their MYTP
submitted on 30.04.2011. Due to the sensitive nature of these documents,
they had requested the Authority not to disclose these agreements in public
domain.

g8) The proposed hike is based on the cumulative WPI inflation for two years
which stands around 18% and not 33%. Celebi appreciate the concerns of FIA
on total logistics cost for the shipper, it is to be noted that an 18% increase in
the handling cost would increase the overall logistics cost by less than 1%
which will be compensated by the investments being made by Celebi Delhi
Cargo Terminal in infrastructure improvement for smoother processing,
faster turnaround and better service levels and Celebi stand committed to the
satisfaction of their customers.

5.1  The Authority has considered the comments received from FIA, AAT and DIAL. It
is observed that DIAL have supported the revision in rates as proposed in the
consultation paper, while AAT have stated that the ATPs for first and second year are to
be decided by the Authority as per the laid down Guidelines/norms.

5.2  Asregards the comments of FIA, the Authority observes that:-

5.2.1 FIA in their comments, have not specified/listed out the documents related
to the ATPs which are not available in the Consultation Paper. Instead the
ATP submitted by Celebi had been uploaded alongwith the documents
which were annexed to the Consultation Paper No. 04/2012-13 dated
17.05.2012. The Consultation Paper was uploaded on the Authority’s
website (www.aera.gov.in).

5.2.2 Regarding the increase in tariffs, Celebi has clarified that the proposed
hike is 18% and not 33% as claimed by FIA. 18% increase is based on the
cumulative WPI inflation of two year period starting from the date of
operations (November, 2009) and their expected revenue (INR 328 Cr) in

FY 2012-13 based on the propesedtariffs is below the aggregate revenue
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would increase the overall logistics cost by less than 1% which will be
compensated by investments in infrastructure improvement by Celebi.

5.2.3 Further, it had been decided to determine the tariffs in respect of Cargo
Services provided by Celebi at Delhi Airport under ‘Light Touch Approach’
vide the MYTO. The MYTO was issued after following a consultation
process by the Authority through the consultation paper No 16/2011-12
dated 27.8.2011. At the time of the stakeholder consultation in the matter
of Celebi’s MYTP, there were no comments from any stakeholder, except
Air India, whose observations were addressed by the Authority in the
MYTO. Hence, at ATP stage the tariffs are to be determined under light
touch approach.

5.2.4 Regardirig the rates for 1st tariff year (FY 2011-12), Celebi have submitted
that they have not proposed any change in the then existing tariffs, and
hence there will not be any retrospective impact on the customers.

5.2.5 Copies of Letters dated 21.12.2011, 10.02.2012 and 23.03.2012 which FIA
has stated that they have not been made available, were annexed to the
Consultation Paper no. 04/2012-13 dated 17.05.2012 and the enclosures of
these letters viz. Form B and 14(b) were also uploaded separately. Some
copies of Emails and correspondences exchanged between Celebi and their
stakeholders were not uploaded as the same were marked confidential.
However details of these users consultation by Celebi, were detailed at para
3.3 to 3.6 of the Consultation Paper.

5.2.6 Form 14(b) [not Form 12(b) as indicated by FIA] is required to be filed with
ATP as per Clause 11.2 of the Guidelines: The said Form F14(b) as well as
Form B submitted by Celebi were also uploaded with the Consultation
Paper.

5.2.7 Regarding details of consultation with stakeholders, the same were
considered in para 3.3 to 3.6 of the Consultation Paper. Regarding the
consultation by the Authority as pointed out by FIA, it is mentioned that
the very purpose of issuing Consultation Paper No. 04/2012-13 dated
17.05.2012 was for eliciting the views of the stakeholders, based on which
the Authority would issue a final order. This fact has been stated in para 4
of the Consultation Paper.

5.2.8 The Authority has to determine the tariffs based on proposals submitted by
ISPs in terms of the AERA Act and the Guidelines framed thereafter. As
regards providing more time to submit the comments by stakeholders in
respect of the consultation paper, FIA’s request was examined & it was
informed by the Authority vide letter dated 01.06.2012 that-

“The letter seeking extension for submission of comments has been
received on the last day of the 15 day consultation period given by
the Authority, while FIA was aware of the 15 day consultation
period for the said papar;. FHeunce the Authority is not inclined to
extend the last d j -

>

£
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5.2.9 Comments of FIA and the clarifications/views furnished by Celebi and the
observations thereon are tabulated at Annexure-I.

5.3 In brief, the Authority had considered the MYTP submitted by Celebi and
considering the service being material but competitive the Authority had, after
stakeholder consultation, issued MYTO ordering that the tariffs shall be determined
under the “Light touch approach”. Further it is also observed that DIAL have supported
the revision in the charges and AAI have not offered any comments. In respect of the
comments offered by FIA on increase in the tariffs, the same have been suitably
addressed by Celebi.

ORDER:

6. Upon careful consideration of material available on record, as well as submissions
made by stakeholders, the Authority, in exercise of powers conferred by Section 13(1)(a)
of the Act, hereby orders that:

(@)  The charges for cargo handling services provided by M/s. Celebi Delhi
Cargo Terminal Management India Pvt. Ltd. at IGI Airport, New Delhi for
the first tariff year (i.e. 01.04.2011-31.03.2012) and second tariff year (i.e.
01.04.2012-31.03.2013) of the first control period are determined as per
Annexure — II, w.e.f. 01.04.2011 and 01.04.2012 respectively.

(b)  Tariff proposed as above will be maximum and demurrage free period shall
be as per Government Orders issued from time to time.

By the Order of and in the
Name of the Authority

: pitChaudhary)
Secretary
To,

M/s Celebi Delhi Cargo Terminal Management India Pvt. Ltd.,
Import Building — III,

International Cargo Terminal,

Indira Gandhi International Airport,

New Delhi — 110037.

(Through: Shri Sanjay Khanna, Chief Executive Officer)
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