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•••••• 
Airport s Economic Regulatory Authority of India 

AERA Building.
 
Administrat ive Comple",
 

Safdarjung Airpo rt,
 
New Delhi - ]10 003
 

Dated the 21" [)e(ember, 2012 

In the matter of Det ermination of Developm ent Fee in respect of Chhat rapati 

Shivaj l lnternaUona l Airport, Mumbal 

1. Brieffacts 

1.1, In the year 2003, the Airpo rts Authorit y of India Act. 1994, was amended to enable 

se tting up of private airports and leasing of existing airports to private operators. The 

Amendment Act 43 of 2003 was brought into effea on 01.01 .2004, In pursuance thereof, 

the Government of India (Goll. had approved the modernisa tion, up-gradation and 

development of the Delhi and Mumbai Airports thrO<Jgh private sector partici pation, 

Airports Autkority of India (AAI) initiated the process of select ing a lead partner for 

execut ing the moderniS<ltion projeas and undertook a compet itive bidding. 

1.2. Insofar as (hhatrapa ti Shivaji Inte rnat ional ((SI) Airport at Mumbal ls concerned, a 

consortium led by the GVK Group was awarded the bid for operating, maintaining, 

developing, designing, constructing, upgrading, modern ising, financing ..nd managing CSI 

Airport, M umbal. Post selection of the private consort ium a special purpose veh icle, namely 

M umbai Internat ional Airport Private Limited (MIAL), was incorpora ted on 2nd March 2006, 

with AAI retai ning 26% equity stake and balance 14%of equity capit al acquired bVmembers 

of the consortia. The GVK consortia comprised GVK Airport Hold ing Pvt Ltd, ACSA Global 

l imited and Bid Services Division (Maurit ius) Ltd. On 4th April 2006, MIAl signed the 

Operation, Management and Development Agreement (OMDA) with AAI, whereby AAI 

grante d to M IAL, the exclusive right and authority during the term of the OMOA to 

underla ke some of the functions of AAI being the funct ions 0' opera tions, maintenance, 

development, design, construc tion, upgradation. modernising, finance and management of 

the (SI Airport, Mumbai and to perf;~.P'Ic~~~'<Ictivi ties consti tuting aeronaut ical 

services and non-aeronautical services j~ #icllldin rvee activit ies) at the airport. . , , 
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MIAl took ov...r th ... op...r~ t ions of CSI Airport on 3rd May 2006 (Effective Date). Th... OMDA 

has a t ...rm of 30 years, with MIAl having a r ight to ...xt...nd the agreement for a further 

per iod of 30 years, subject to its Siltisfactory performance under the various provisions 

governing th e ~r ra ng...ment b...tween M IALand M I. 

Issue of Project Cost and Determinat ion of Develop ment f ee 

1.3. As per requ irements of OMOA, M IAl had submitted a Master Plan to the MoCA, for 

upgradatlon and modernisation of the CSI Airport in October, 2006. The Original plan was 

revised in November, 2007 to provide for a new int egrated term inal, relocat ion of exist ing 

Internati onal terminal and other existing structures to provide fo r more space on th e airside 

and consolidat ion of terminals 2B and 2e t o pave way for development of int egrated 

terminal. The Project Costas per the revis...d Master Plan was estimated at Rs. 9,1102 crcees. 

1,4, SubseQuently, M IAL revised the Project Cost t o Rs. 10,453 cror...s In cctceer 2010 on 

account of certain mandated projects, Further, M IAL subm itted that due to delay in handing 

over of certain areas for construction, th ... sch...dul... of proj...ct got extended by 11 months 

and with addition of certain new wor ks, th ... Project Cost was furth er revised to Rs. 12,3110 

crores as submitted by MIAL as part of t he MYT proposal. 

I.S. Pursuant t o MIAL's request for levy of d...velopment re... vid... l...tters dat...d 

26.12.2008, OS.02.2009, 11,02,2009 and 16.02.2009, th e Central Governm...nt had 

determined, on an ad-hoc basis, the rat... of Development Fee (OF), leviable at CSI Airport, 

M umbai by M IAt, vide its lett...r No.AV,24011/001/2009·AO dat ed 27 February 2009,@ Rs. 

100/ · per embarking domestic pil ssenger and @ Rs. 600/· per embarking int ernational 

passenger fo r a period of 48 months w.... .f. 01.(14.2009. ThiS ad-hoc det... rminat ion by the 

~rnment was subject to variOUS condi tions, some of them are given below, 

1.5.1.	 At the stage of finat determination, Regulator/Cen tral Government would 

ensure adequate consultation with the users, 

1.5.2.	 The amount collected through OF wou ld unde r no circumstances exceed the 

ceiling ot as. 1,543 cscres and in case of any cost escalat ion beyond Rs. 9,802 

ctcres, the amount represent ing the escalat ion would have to be brough t in by 
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1.5.3. An Independent auditor appointed by AAI would audit the recelpts/accruals 

01 M IAL on periodi cal basis. Period icity of the audi t would be decided by AAI in 

conSult ation with M IAL AAI would report the results of audit to 

Go~ernmen t/Reglll a tor for necessary directions. 

1.6. Al ter establishment of this Authori ty (September 01, 2009 when the Government 

notified, inter alia, Chapter III, namely, the powers and the lunctions of th e Authority, which 

included the power of determina tion of OF), Ministry of Civil A~ iatlon (MoCAl, ~Id e its letter 

dated 24.11.2009, lorwarded M IAl 's request for bridging the fllnding gap of Rs. 2,350 

crores, as against that of Rs. 1,543 crcres (as permitted by MoCA), through levy of a OF. 

MIAl made a nllmber of other Sllbmlsslons to the Authority on the issue of determination of 

DF. The Author ity proceeded to n amlne the reqllest of MIAl Of) t hiS issue and f inally iuued 

its Consultation Paper No - 33/2011·12 dated 06.01.2012. 

1.7. In the Consultati on Paper No - 33/2011·12 dated 06.01.2012, t he Authority had 

specifically referred to the teu er of MoCA dated 27.02.2009, whkh was also annexed. 

1.8. The Allthority, in the Consultation Paper No - 33/2011·12 dated 06.0 1,2012, had 

noted th at M IAl had indicated revised project «lSI of Rs 12,380 crores. However, In para 

16.2 of Consultatioo Paper No.33/2011-12 dated 06,01.2012, it had Indicated that 

~ iS5~ oj eKolotion in project cost to Rs 12.380 crores will be conSidered by the 

Authority after tM audit commiS5lonel1 by it Is completed. rhe Authority ""'1I111 

tMreajter moke Jurther orders regarding rate oM tenure oj DF, cs may be required.' 

1.9 Aft er consideri ng the comments of varfous stakeholders on the Consulwtion Paper 

No - 33/2011·12 dated 06.01.2012, the Autho rity had Issued its Order 02/1 2-13 dated 

18.04.2012 for determining the quantum of DF at th at poin t of t ime. In th is Order the 

Auth ority had also stated that 

"the 'ssue of esc% tlon In project cost to Rs. J2,38O crores will be considered b)' the 

Auth ority after the audit commissioned by it 15 completed. after wltich the Authority ­

may make f urther orders regarding rote and terwte ofOF. as may be reqUired,' 

1.10, The Authority notes that in response to the Coosultat ion Paper No - 33/ 2011-12 

dated 06.01.2012, MOCA had not indilAlted that the Authority should not take Into account 

any escalat ion in the project cost beyond Rs 9,802 crores while finally determ ining the DF 

amount Thereafter, the All thoflty ha 

11.10.2012, where in the Autho rit t 
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12.380 crcre s, subtra cting erseuewaeces (induding costs not considered in current control 

period) of Rs 732,54 crores, to arrive at t ile allowable proje..:t cost of Rs 11.647,46 " o res for 

tile current contro l period. Tile Autllority , in til e Consultation Paper - 22/2012-13 dated 

11.10.20 12, Ilild ceicutat ed the funding gilp of lis 4,219.05 crores. Tlli s WilS based on 

allowable project cost of Rs 11,647.46 crores. M oCA has not given any comments on thi s 

proposa l. f urthermore, In its Press Re lease 88444 dated 16.10.2012, MaCA has referred to 

t il e funding gap of Rs 4,200 crores in respect of MIAL. 

1,11. However, til e levy of OF at CSI Airport , Mumbai was clla llenged before various 

appellate fora. induding before tile Hen'ble Supreme Court. The levy of OF, per-se, was 

upheld by the Hon'ble Supreme Court in the Judgment and Order dated 26.04.2011 in civil 

appeal Nos. 3611 01 2011, 3612 of 20 11, 3613 of 2011 and 3614 of 2011 . In thi s Order, the 

Apex Court has, Inter-aka, held the reuer dated 09.02.2009 of the Cent ral Government [vide 

whk llthe approval of the Government was conveyed for levy of OF by MIAL), as ultra-vires 

the Airports Author ity of India Act, 1994 [MI Act, 1994 ). The Hon'b le Supreme Court has 

also held that w.e.f. 01.01.2009, no Of can be levied or collected from the embarking 

passengers at major airports under Sect ion 22A of Ihe AAI Act, 1994, unless thiS Authority 

determines the rate of such OF. 

1.12. The Hon'ble Supreme Court has also, Inter alia, directed that : 

"(ii) !t !5 dec/(J~ that with eJfect Jrom OJ,01.2oo9. no development fee could be 

levied Or collected from the embo,*IIlQ pou~ ng~r5 ot major oirports u/s. 2204 oj the 

1994 Act, unle55 the Airporf5 Economit R~ula tory Authority determine5 1M ", tel oj 

5uch development!ee 

(ill) We direct that MIAL .,ill henceforth not levy ond collect any development fee at 

the major airport ot Mumbol until on oppropriate order 15 po55ed by the Airports 

Economic Regulatory Authority under ~ction 2104 of the 1994 Act a5om..nded by th.. 

2008 Act........ 

(v}.....any development fee5 thot may be !evkdondcol1ectedby DIAL artd MIAL under 

tile outhority af the order5 pa55ed by the Airports Economic Regulatory Authority 

under sectiorl 2204 oj the J994 Act a5 amended by the 2008 Act 5holl be cred'led to 

1M Airports Authority alld will be ulllized for the purpcm ' J ml'n tioned in clouse5 {oj, 

(b) or (c) 01 S«tion U A of 1M 1994 Act in the manner to be prescribed by lhe rules 
.,hlcltmoy be made Ol early as POl5lble'. 

~ 

~~,;;~~~~f~o~,
'!' .,",~ 

1.13. 
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Court's orde r dated 26.04.2011. They atsc requested the Authority to determine OF In 

re5pect of C51 Air port. Mumb~ 1 ~nd stated that any delay In collect ion of OF wou ld 

jeccercrse project complet ion due to shortage 01 funds. 

1.14. With respect to MIAL's submissions to the Authority for determ in~tlon of 

Oevelopment Fee, the Authority noted the inter·linkage of OF wilh the Multi -Ve~r Tariff 

Proposal and determin ~tion of tari ffs and the Authority , vide letter No. AERA/20011/MIAL­

OF/2009-1O/Vol-Ii/648 dated 25.7.2011, directed M IAL as fo llows: 

"Internal occruois are one oj the means of Jinonce for the project. Any revision in 
Aeronautical tariff would directly impact the internai occruais of MIA! and 

consequently the funding gap to be bridged through DF. Therefore, MIAL is advised 
to e~ped ite the tariff filling,• 

1.15. Further, in the matter of ceterrotnatron of OF In respect of CSI Airport, M umbai, the 

Authority issued Order No, 02/2012-13 dated 18.04.2012. In th iS Order, the Authority, Inter 

alia, noted: 

"The isme of e, coiotion in project cost to Rs, 12,380 erares wHl bf> considered by the 

Authority after the audit commissioned by It Is complete, ofter which the Authority 
may make furth er orden; regarding rate and tenure of OF, a. may bf> required,• 

1.16. Vide its Order No 02/2012-13 dated 18.04.2012, the Author ity had determ ined OF of 

Rs , 100/- per embarking domestic passenger and Rs , 600/ - per embarking internat ional 

passenger pending, inter alia, ~u dlt and further e ~a mination of the project cost . The 

Authority had ordered that the OF be blued fo r a period of 23 months commendng 

01.05.2012 (i.e. upto March 2014). At that point of t ime, the OF determinat ion was on 

current basis (not NPV) inasmuch as the Issue of secunttzetron of OF by MIAL had not arisen, 

1.17, Thereafter, upon complet ion of the audit of the project cost fo r C51 Airport, Mumbal, 

the Authority Issued a Consultation Paper No. 22/2012-13 date d 11.10.2012 In respect 01 

Determi nat ion of Aeronautica l Tariff and Development Fee in respect 01Chhat rapat l Shiva]1 

International Airport, Mumbai l or the 1" Regulatory Period 01.04 .2009 - 31.03.2014. 

1.18. The Autho rity has carefu ily considered the comments of the stakeholders on the 

Consultation Paper - 22/2012-13 dated 11.10.2012. These comments as well as Authority' s 

examinat ion and It s decisions regarding determ ination 01 the quantum and rate of OF are 

given In the follOWing pages. 
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1,18.1. The nut three chapters deal with the issues of project cost, means of f inance 

aswelt as the developments that have occurred after the issue of the ccnscnaucn 

Paper - 22/2012-13 d3ted 11,10,2012. 

1.18,2, Thereafter the stakeholder's comments on the Consultat ion Paper ­

22/2012-13 dated 11.10,2012 and the Authority's exammancn of the issues ratsee 

by the st3keholders ere discussed. 

2. Project Cost 

2.1. In the co nscnauon P3per - 22/2012 -13 dated 11,10,2012, the Authority h3d 

Indicated that the Initial project cost esnmatec by MIAL, and 3pproved by its Bo3rd, W3S Rs. 

9,802 crcres. The Central Govern ment, vide letter no. AV 24011/00l/2009-AD dated 

27,02.2009 sranted approval for levy of Development Fee (DF) by MIAL at (51 Airport 

Mumbal with respect to such project cost of as. 9,802 Crores. Subsequent ly MaCA asked 

MIAL to bear the cost of ATC tower and tecbncatalcck to the extent of ns 150 crcres vide 

Its letter No AV.24011/002/2009-AD dated 19.11,2009. 

2.2. Vide their letter dated 06.04.2010, MaCA int im3ted the Authority tha t costs for 

shift ins of ATC tower and it s asscctetee facilit ies, (Rs, 150 cecres} and cost of parallel taxi 

t rack will also be considered In the project cost in respect of C51 Airport, Mumbai and 

captured in Regulatory Asset Base for purpose 01 determ inat ion of OF. These were to be 

capitalised by MIAL. The lett er from MaCA stated as under, 

~..." the compe tent authority has decided that the cost o[ relocating Ifle ATC Tower 

and Its associated [acllitles is to ~ borne by MIA!, as the sold relocation I' due to 

altera tion/modification o[ the olrpof't. 

Further on the Issue rf'gordl"'J the ~t o[ Rs 150 crores (opp,,,,,.] t(>WOrds 5hiftl"'J of 

ATe Tower and Its associated [oc/lit/e5, has also been eJ<lImlned In conSIl/tllt;"n wilh 

AA, lind obserwd the [II /lowing: 
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In Wew oJ thf> obo"" Jocts, ~ in"".I"",nl f1IOlk by MIAl on ,,,Irx;ollan oJ ATC Tow", 

and its o, soclaled Jocailit!s ho. to be Irl!O led 0' port oJ moin praj«1 C051 and /0 lJto 
copilalil ed by MIALalong willi cost oJ porUllt:1 l(lJ/i trac• . " "Iller, tllis CUSI hos to be 

Cllptured in Ihf> Reoulotory Asut BaSI! uJ MIA! Ju, t"" purPOSl!S oJdete""ining OF. 

2.3. The re~fter. vide it, lette r dated 31.01.2011, MIAL .ubmitted th at the project cost 

h~d escatated from Rs. 9,802 crores to Rs. 10,453 crcres owing to the m~nd~ted costs of Rs 

651 crores. The mandated costs of Rs 651 crc res included the fo llowing : 

• Cost of ATC Tower Equipment and Technlcal 610ck - Rs 310 cre -es 

• Cont ribution to MMROAfor 50ho ' Elevat<!<l Aca... Rood - Rs 166 Crores 

• C""t of M~h i rive' Widening with in oirport premi.es - Rs 150 crore, 

• C""t of 5hivaji Maharaj memorial - Rs 25 Crores 

2.4. M IAL had in Iheir Mull i-Ve~ r larlff Proposal (MVTP) submitted t he following on the 

issue of Project Cost : 

"The initial project cc. t cp pro ~ed by MIAL's Boc'd was R'.9802 Cr, Additionally, 

there wer" mcndoted projects oJ R, . 651 Cr. ~il. ATC To wer, Equipment and 

Technical Bloc. (Rs. 310 Cr. Increose O~ e' Rs, 80 Crores considered I!OrUtr in the 

project cost), Mithi river widening {Rs. 150 Cr.}, Contr;/w tion to MMRDA fo r 

dtdicoted elevoted cccess rood Jor oirport (Rs. 155 Cr.) ond memo"o' oJ Sll i~oji 

Mohcroj {R,. 25 Cr.}. At:cordinOly, till! project cost was ts tlmoled as Rs. 10,453 Cr. 

The details of the ,e cost, w"r" submitled to Hon'ble Authority in MlAl 's oppllcotlon 

for DF vide its tener No. MIAl/PR!15 doted 02.OS.201 J. 

However. due to various recSOnS which Ore (>Ith(>, beyond thf> Cllntrol of MIAl Or 

whkh hove necessitated change In scope, the project cost has been revised to Rs. 

12,380 Cr. ~ increa, ed project '''''Iolong willi till! reosons for t"" Increase wos 

placed bef"''' a Committee aJ Directors appointed by t"" Boord of Dirmors of MIAL 
to examine the some ond moke suitoble U!commenootlons to the Boord, The 

Comm/ftl!e, having examined the some, recommendl!d thl! increased co. t to tile 

Boord for OPPro'llOl. The Boord in its 30th meeting h~ on 1st OCtober 2011 
apprOllf"d Ihe ;ncrl!O~ ,ost of Rs12,380 Cr.W 

2,S. In ord er 10 consider I lle issue of Project Cost for CSI Airpon , the Authority requested 

M I to appoint independent auditors t o audit I lle process/approach, cost est imates ~ nd 

e ~pendi tu re incurred t ill date etc., as per the scope of wer. approved by the Aut hority ~nd 
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2.6. In purSUilnce thereof, AAI appclnted finilnciil l and technical audttors {Mis Engineers 

tndia limited, Ell i1S Technicill Audito r and M/ s Ved Jain and Assoc iates, VIA i1S Finilnclal 

Auditor). 

2.1, Both, the Technicill Auditor i1nd the Finilnciil l Auditor conducted their respective 

audits and submitted their observiltions for the consideration of the Author ity.
 

2,8, The Aut hority held discussions with MIAl on the observations presented by the
 

Technical Auditor and th e Financial Audit or on th e project cost . MIAl's responses to these
 

ceservenons were subsequently discussed with both the Technical Auditor and the Financial
 

Audit or,
 

2.9. The Author ity atsc held d iscussions with AAI on the cbserveuons from the auditors
 

on the project cost.
 

2.10. Subsequent ly, the Finil nciil l Auditor submitted t heir report vide their submission
 

dated 05.09,2012 and the Technical Auditor submitted their report vide lett er
 

Ell/INFRA/ AAI-AERA/ M IAl-AUDIT/12 dated 07.09,2012, which were i1nnexed to the
 

Consultiltion Paper - 22/2 012·13 dilted 11.10.2012.
 

2.l1. Further, AAI submitted their views on the observations of the independent auditors.
 

2.12. MoCA had not made any comments on the audit reports of the Financial and
 

Technical Audit ors.
 

Audit Report 01the Technical Audi lor
 

2.13. The Technical Audilor noted thal l he project cost submitted by MIAL had undergone
 

revisions at various instances. The project cost estimated as per the M OP was Rs 6,817.40
 

crores (break·up prOVided in the 2nd column of the Table 1). According to estimation of
 

project cost undertaken in Jan",ary 2009, the project cost was est imated to be Rs 9,802
 

crores (break-up provided in the lrd column of the Table 1).
 

2.14, The Aulhority had noted, in Ihe Conscrtatton Paper - 22/2012-13 dated 11.10.2012,
 

from the "Technical Audit for Midterm Review of MIAl's Project Cost Est im~ tes · report of
 

t he Technical Audito r thil t since the M ulti-level ( ilr Pilrk and Inlemil l ionil i cargo expilnsion
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2.15. The Autho rity h~d ~ Iso noted that the in lt i~1 ~roJ e ct cost got revnee from Rs, 9,327
 

Crores to Rs. 10,453 Crores [break-up proylded In th e 5th column of the T~bll' 1) due to
 

some a dd it io n~1 scope such as AGl works, T1C hotel & meceumecus work~ {relocation of
 

NAClt , yellow fever ho~plta l, BMC drainage works, police ~ ta tion & boundary wall (new
 

acquired lan d~)) and reyi~ion of cost which was R~ 475 crcres and also addit ional new
 

projects of R~ 651 Crores,
 

2.16, The revetco in M IAt' ~ project cost at yarious points of ti me, a~ Indicated by t ke
 

Technical Auditor, In Table 2 of the consult at ion Paper - 22/2012 -13 dated 11.10.2012 Is
 

reprodu ced below ;
 

Table 1: R~lllon In MIA,'. p roj ~<1 ,,,.1 01yorio". po lnto of l in¥
 

O~"lp t.,n (f iB"'" In R. Project Cost Inijl,lCost Co<tafter RN sed Cost- Rev/' ed 
"o r~ l .. per MO~ (J..- 20091 deductlen c/ 1{0Ct 20101 co. t - ~ll\OCt 

8OT...Oiect5 2011 
11 Pro eel> 
r.! Pro'eetl 
Runw. , T• • lw .-
LIndside ro ~~ 
Miscelil nea'" roo 
AAIwor k' l.k..,., cM!r15.4 01 
OMDAI 

362 .0 
5137.0.... 

~ i l 

." 

'" 4H7 
1.164 

" '" 
" 

'"U167 
1.164 

" ,~ 

" 

'"4,569 
1,418 

"". 
" 

~, 

5,00 3 
1,545 

" '"' 
" 

Techn iu l ...rYice1 & 
Con,,, lt.,,,ies 

286 .1 m m m '" (a.pij.1 e.pendlt"," for 
O_Ollen, 
P,...;,pe'Ollve Expenses

~'Iiled Intere <t 

." 
596 .3 

no 

'"um 

H' 
'"1632 

no 

'"CO" 

H' ... 
1.410 

ron t f"" . to AAl 150.0 "" "" '" '" "TC Eq ,,;pment'. cosl & 
;~al block ;f' N" O Nil · · arc "" 
Cor>tribulJo n 10 MMRO" for 
""",. _ed road 

Nil · · , ~ , ~ 

WH55-5I>lvaji Sm..... , 

Memc<;al 
. · · as as 

Mijhi River ,ear nme nl . · · "" "" R£T "S& U · · · "E...b1lng cost for taking ove r 
of ( ~.:~ oul .....I.I NAO" · · H" .Cost o f set t lement oIl.nd 
Pro eel Co", 
EK.III.,n & Cillm, 
Conl in en< 

." 
6.531.4 

286 ,0 

· 
9.48Z 

"" 

· 
'.00' 
"" 

· 
10,2611 

'" 

so 
n.ssc 

. ~ 

"" Total Pro Kt Cost 6,817,4 9.802 ~U27 10,453 12,380 
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2.17. The general issues highlighted In the ~ud i l report of the Technical Auditor which 

were brought out In the Consultation Paper - 22/2012-13 dated 11,10,2012 are reproduced 

hereunder: 

Qj	 "'The prQject WO'S scheduled re CQmplete by MQrch 2012 fQr InrernQ/lonai 

operationsand MQrch 2013 for Domes tic operQtions, But th" proj"ct got 

reschedu led due to the dew yed handing over 0/ related areas, tm­

scheduied dote for completion 0/ Common Processor Terminal by 31st 

March 2012 is likely to ~ delayed to August 2013 /a r internatlonai 

Operatlan and Augu. t 2014 / or Domestic Operations. 

b}	 Alter cQmpietion 0/ SW Pier & Common Processor Terminal. the e" i. tlng 

TtB & T2C wouid ~ demoliShed. The work on the balance 3 Piers (Sf, Nf 

& NW) would commence after compietlon a/Common Processor Terminal 

and Is expeete d to be completed within one year (Domestic operations are 

[orecasted as August "Z014), 

c}	 The major issues which have delayed the project are given below: 

•	 Shifting of Sb!yqjlSrqruC: The ShiVQji statue wos la iling In the footprim 0/ 

the M w com mon u,er terminal and the .tatue area WO's scheduied to be 

handed over by 31st March 20l0. However, the apprOVQI from 

go ~ernment [0' relocating the sta tUI' got delayed by 17 months which 

o//ec ted area of 50000 sq./t (oppr"".) worb IncludiTl9 the .tructural 

WO'rks. concreting works, underground works and mega column erection 

of head house roof work' thus imlX'cting the overall testing & 

commiuloniTl9. which lead to delay in project completion. On 27thAUQu, t 

20ll, statUI' got Iflocoted and the area wos honcnd a",,' [or construction. 

•	 The existing NACIL faCilities IncludifIQ hanger, ctnt,a!i,ed kitchen, olfir;e, 

SfWO'ge utility & sump etc. Olf hindering the start 0/ work for North·West 

Pie, along with its related contact Qpron0/ the Integral Termlnol.· 

2,18. The Technical Auditor had 10llnd certain variations from Master Plan 2007 and Major 

Development Plan (MOP), The Technical Auditor had observed that the cost 01 the Project 

was with in the cost benchmarked by MI s Jacobs COnsultilncy, but it was on t ke upper side 
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2,19, The Technical Auditor had further obse.....ee that due to high risk ;n~o l~ed in the
 

Project, the percentage of risk premium considered by Principal contrac tor and sut..
 

contractor well.' also high whd t were totally borne by MIAl resulting into further increase
 

in Project COst.
 

2,20. The summary of project cost recommended by the Technical Auditor IRs. 11,747.31
 

crcres] as indicated In Consultation Paper - 22/ 2012-13 dated 11.01.2012 is reproduced
 

below:
 

lob'" Z: Summ ary 0 1 proj"'l , ...1 "'<om_nded by I~. TecIlnluol Audlto'
 

De1c" ptlon ~ ""sed Cost · II (0<1 Allowable cost .. Pf" Olffe re nee 
W Il) ~ by MLA t the Te<:hnlral l\udllOf (in Rsc,ore) 

T1 Pro eet, 
T2 Pro em 

In !.he MYTP (In R$ <rotel 

m 
5,083 

In R$crorel 

". 
5,082 .40 

M.OO 

'''' Runwa ,Te, i",a & 1\ 1,545 1512.66 3 2. ~ 

' "n d, ld . 10' '''~ 
Miscelii neous 10' "ssa 

~ 

'" 
' 00,,,. 

AAI works ,,~ ~ ow' 5.401 OMDAI 
T...hniClI ...-vIc.. & eon",It. _ 
Ca ital e . itu", fo , rations 

" I tlve b 

"."". 
~ 

" '" ,~ 

~ 

-
-

-
Capit<l!lled Ime reSC 1.410 1,410 -
Upfronl f ee aid 10AAI 'M - 'M 
ATC [quip....nts COSC & t ...hnk.1bl<>c: k In 
NJlOeolon 

no '" 200 .00 

Cont ribut ion to MMROIl 10' tahor 
. .....ated ro<>d '" '" -
WH5S-5I1 iv. ·i 5m.,.k f Me mo ,I. 1 as as -
Mithi Ri ver rea ll nment 'W '" -
R£TNS &E2 " 50,25 0.75 

E n'b~~ ~ coS!fo' taklnKove, 0 1 ClI'tO'd o ut 
. ... 1< NAOeoion I ", - 110JXl 

Cost of 'ett l.ment 01 land ac - " .00 
Pro eet Coot 
[SCllatlon & Claim, 
Cont i • 

11,750

." 
'W 

11,111.)1 

' W 
~, 

6 32 69 

-
-

Total Pro «l Cost 12,3KO 11,74 7.31 632.69 

2.21. The Authority noted in the Conw ltat ion Paper - 22/2012·13 dated 11.01,2012 that 

the difference in the project cost proposed by MIAL and project cost assessee by the 

Technitlll A~di tor was Rs 63 2.69 crores, which comprised 01 two elements: 

2.21.1. Costs, which were disallowed and would not be ;ncl~ded in the project cost 

2.21.2.	 Costs, which m ig&H;n~,\e project rest, but were not being 

indud ed presen tly. TJe.'l lusi . th ~o;..."f s ts Into the project cost would be 
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dependent upon completion of underlying activ ity and / or fur ther submission 01 

do(umentary evidences for inclusion of the same In the project cost . 

2.22. The summary of cost elements recommended fo r disallowance / non· inclusion, by 

the Technical Auditor that was lndlcated in the Consultat ion Paper - 22/2012-13 dated 

11.01.2012 is reprodu(ed hereunder : 

Table 3: Summary 01<0' 1 elements ' ecommended lo r dl",lIowan<e I non·lnclu,lon by TechnleolAudl<o, 

•• Item Propo,ed Propo,ed Ral ionale 

" . DI",ll<I w.",e non­

' IR' crore) Ind u, ion" 
IR;c,orej 

Taxiway <0", for the la, lwav ",43B- II including co,1 01 

drain wor k, enabll,,!! work, e"a"at ion, duO! bank, 

ml" ellaneo u, wo '~. conl racto r p,ol il. , ile ""..head, , AI" lde 32,34 and VAT, Thi' work 'an'l be ' o mmented before 
Projects 

demo lition of ATC Towe' . A, I hi' expen,e ha, nol been 
incurred yet, It should not be Included In the project 
co,t al th i, point of t ime, 

MlAl I, pl. nnlns to handover the TIC hote l to the 
conce..io nai' e, hence would , tan sett ing co nee..io n 

z TI Project< 5400 fee o nce it ,ta ns operatins, Thl' hotel ha, acee.. fro m 
both land, ide and the term inal. ~en c e co.t of TlC 

hotel. hould not I>e Included In the p,oject co, t . 

R. 0 ,6 « ore ha' to be ded uct ed f, om woje,t "" 51 , ince 

s 12 Project< om it ha. bee n paid as pen . llV for the del. v In setting 
d ea,ance from MMRDA, 

The project< Involved In the land,lde are RealiB nment 

01 Dome'l ic Terminal Acee" Road (5-0051and "'ew , landside '00 Dome,t ic Terminal C<> r Par1< (5-012). MIA l prnpo"'d 
Prnject< 

co, t for these work' is FIs 41 Crore, while a reason able 

value .eem,to be R, 40 crnres . 

A. per RFPfo' Ca'go Term inal at Sahar, the co.t 
CarBO incu' red In this project will be refunded bV the BOT 

s Te'minal at SO.OO 
conre"ionalre. Hence, the co.t of 50 cr, ,hould oot be 

Saha, 
ind uded In the project co. l. 

The Technical Auditor ha' not e. pre"ed its view, o n 
the matter of ",c uritv depo ' it paid to MMRoA towar d' 

Slum , Ium rehabilitation. 
Reha bilitation As regard. NADcolo ny. the Techni,"1Auditor hava , aid 

e and ",AD 110.00 
that the sched ule for co nmu<tlon of ",AO <olony &

Colony 
developm ent a.sodated wo,k, are not finali,ed t ill date, Ihe co. t 01 

110 (rnres ' hould not be Included in Project <ost at 

th is point of t ime. 

Realignment 

4''''''' am 

e Tech nical Audito' has found th e co51 propa,ed by 
of drain be low '. • , eason abie, r 
the [o' ",ou<l " ',>?'00' " 

, , 
, 
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". ••• 
It em Propo'ed 

Disallowa nce 

' !R, «o re) 

Propo~ 

non · 

Inclu, lon " 

IRH ' O"') 

Ration~e 

•• Pros'''''' 
M'"""l! '" wool 

The Ted ' n]c,,1AudllOf IIH r>oIll k.., I view on t hlo 

ISl ue ".Unl t hat, "'T'he Ilnl no;lJl lmpart 01t~._ 

work mlv be wo,.ed alii by Flnlneill Audit"'" 

, Upf""'l F.... 
ro ~ 

, ~ 

"" per .tlte , upport "" ... me-nt· e1IU"" no 3.1. 1. It i ' 
c1• .,lv 1..led thaI "the upf' Onl ref' payable by NC to 

AAI unde ' OMOA , hili not be Included a, pa rt of cost. 

for "rov l,lon of Aeronaul i,,1Se",ic", and no pa,,· 

th ,oUlh would be available In rerati on 10 ;.arne" , 

ic 
.rr 
Eq uipme nt & 
T""hnical.oc. 

200.00 

~nc . th e schldvl. lor ( On<truct ion 01r ""hni(:al blod 
& • •5Odaled work. a r. n01l inali, ed till dale, the co>1 

of 200 eror•• should nol be In' lud ed in P,oj",,! ( ost 01 

th l, point cft ime. 

H . 

Conof 
..Iout i"" of 
Shili. ji 
Memori. 1 

The Te< hnk:a l Audllor ha, ' lated t haI , "" "lh ar il y may 

like appropriate d«iwn On conW u, tion '0" 01 

""'....'''i.llndude .... ..elude Iro.... projecl CO"", 

" 
Airside 
Project> due 
to NATS 

0,75 

'" e<t1m.I"n 'heel' f.... lh e <on"r"'llon 01RET Irom 

N5 (T• • iw"Y') 10% of hIS !>een!.ilk"'" lo r AGl. bUI at 

the """e Ii...... lot Rn E2 is 01", in prog re" & 15" hn 

!>een ke Pi for AGl. The difference 01O.75 <f.... .. I. 

""""...Ii..... ' ed , Hence. it <hould be e" ludO<! Irom 

proje<l <on. 

B. 

Sett lemenl 01 
d l, pUI.. 
re lolO<! 10 

"0'
30.00 

The ""t_tof 1_ hIS not btfll fI""li ltd. wh H; h il 

unde< di",,,,,;on with l"e OWners. ~ mly be 

c"",ide rt<! olter the setlle"",nl of land is fI"" lioe<!. 

". hll..... ,.. 
wil hou l flnol 
dtsi.n! 
h('~I;PnS & 

Conl_i.. 

TIle Tech nH; . 1Audilor l1li found tM COIl llf~stdby 

MIM . , ..o",n. ble, 

, ~, 
260.3 5 372.34 

• . Refer II'Ir. 2 ,21.1
 

• • • Refer II'Ira 2.21.2
 

2 ,23. The All tho rity had also noted in ConSllltation Paper - 22 /2012 -13 dated 11.0 1. 20 12, 

the process related observatsoes made by the Technical Auditor in their review of the 

project management t echniques usee by M IAl which Included the following: 

2.23.1.	 Detailed est imation hilS not been RreOired by MIAl: Tendering for all th e 

Sub-eontract work Packages (SWP's) done by l&T alOng with M IAl team. Howeuer, 

no esti m. t ion has been d~t Of t&T. Furlher, negot iations had 

been done with . 11 t lle.(e
it? 

o-c nI rc Iy wc:c:essflll bidd ers on random basiS 
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and MIAL did IIOt tlave ltleir own ccst eslimates t o com~ re the quotes siven by 

sc e -ecoteectcrs. 

2.23.2. No regulilr moni torjna pf cpst by Prparam M anuemen! Coosultants (PMC!: 

No resular monitoring of cost by PMC. ttlougtlttle PMC agreement required PMC 

to monitor actual cost and report forecast cost. 

2.24, In their conclusion, ltle Tectlnical Auditor tlad stated as under: 

"TM d e~lopmrntof rlw airporl hal been daM by a cofllOrtiu"l, which has _m~rs 

wh<! h"vt' pr"vt'n tech""l"gie, In their re,/W'tivt' fields of Pmject Implem entotion 

"00 h"s "ccorditIQly c" ntrlbuted low"rds projecl Implement"lion till dote, J'ht> cost 
IncurrPd On the Project is some h<! w h~h but is In limit when ~nchmorked with otMr 
,imil"r proje<tS. Howevt'r there "re few Instances In the Project eKecution wMre the 

cost is high. 

The m"j" r co, t inere",e I' due to irn;rease In enabling project cost, new odditlon,,1 
projects & inere"se in prices of the mo/erlol due 10 del"v by 1 7 months in h"ndlng 

Ovt'r the reloted area f"r ProjecteKecuf/on. 

The construction is being undertaken In the operolion,,1"irport ore", which re,ulted 
in constraint in lond o _al/ability. Hence the mo terlolto be brought to Ihe slle hod to 

be I"ken with utmos t c"re so that there Is nom i",,1 disturb"n", In operotlon of 

airport ond discomfort of the passengers. It m" y "Iso be noted thot due to cross 
runway... the Up(Jr"d" tlon "f lhe runw"y, t" Kiw" y, RETs & " pron has been done In 
phased manner re h"ve nominal disturbance Inope ration tow"rds the o/rslde. 

The risk premium of " II m"jor contributors In the Project implemen totion is 

remorkobiy high which has been shored by MIAL in tot"liry, It seems th"t the M"ln 
Con/roctor, sub-controctors/ _endors seem to have worked out their roles by 

considering 0 substanti,,' risk premium. 

The mojor ""rl"t/ons during eKecutlon ofony similor Projectsshould be got opproved 
from MoCA/M I before actually implementing it on ground, Cost est imates sho uld 

also be reody with the cleveloptr before flootlng NIT or cailing quo tolions from 
COmpt lltlve bidders.' 

Audit report of the Financial Audito r 

2.25. The scope of audit of the Financial Auditor covered the review of project cost 

estimation process includinS est imat ion of contingencies which were braugtlt out in deta il in 

the Consultation Paper - 22/2012-13 dated 11.01.2012 , The Financial Auditor had 

underta ken ttle following tasks: 

I. Review of initi al estimates 
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II, Review of COntract Process
 

III, Project Implementation and Monitoring
 

N, Revised Project Estimates
 

v, Project F~nding 

2.26 , The Financial A~d itor had clubbed all the audit observations, generated out of the 

above five ecuvates. in three broad categories a~ under: 

I.	 Financial observations 

II. Process observations
 

IiI. Remedial suggestions
 

2.27. The difterence in t he project cost proposed by M IALand project cost as se~sed by the 

Financial A~ d itor was ns 64S.3S crores which compnses of two elemen15: 

2.27 ,1. costs. which were disallowed and would not be included in the project cose 

2.27 ,2.	 costs, wh ich were no t being considered in t he project cost presently. The 

acceptance of t hese costs int o t he project ecst would be dependent upon 

comp letion ot underlying act ivity and / or l urt her ~~bmlssion of documentilf)' 

evreeoces for tncrus.cn of t he same in the project cost. 

2.28. S~mmaf)' of Project Cost elements recommended for di~allowance / non.inclusion,
 

by the Anancial Auditor, in its final audit report as Indicated in the ccnsonenon Paper ­


22/2012-13 dated 11.01.20 12 i~ reproduced be low:
 

Table 4: s..mmary of <011 e_nn recommendedfg, dl..l!c>w.nte I ngn·lndu.lon by ~ ln. "d..1Aud~o ,
 

, 
.~ 

'" , Ai" <leProject. 

, T1 "'oject. 

a 12 "'oject. 

• l," d~ d e PrOjects 

s. c.rgo T ", rnln ~ . 1 

So h.r 

Propose
DI,..lowa

IRsero"

'

nc
'l 

d 

A' per RFPforCargo Terminal at Sahar, Ihecon 
incu,red InIhlsproject will berefunded bV Ihe 

........ ~~ ~.ro nces """" ;re, Hence. rhe cost of 50 " . 
~~~U ld not be Included Inthe prOietl ,oslo 

" 

Proposed 
....n-ll'I< lu."," 

lR1Crorel 
Rationa le 

The Fln.nclal Auditor has nore, pre"ed ~slliew, 

onthlsl»ue. 
The Fin.nclal Auditor ha, nor e.pre"ed 115. Iew, 
Onthlsl"ue. 
R,0,6 crore a, penahylor Ihe delayIngetting 
cleilr.ncefromMMRDA 
TheFlnanclal Aud;tor has nore.pre"ed Its view, 
On this;,sue. 

e 
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" 
' " 

It em 

Pro posed 

D il,: I I O "' ~~I" 
R,uor. 

Proposed 

n~~ . i nd~~:'" 
R, cror. 

Rat ionale 

R' 25 erore, depo'ite d w ~ h MMRDA for , Ium 

s 
Slum 

Rehabilitation and 
NAO Colonv 
develop ment 

135.00 

,ehobil itat ion i' refun dable and hence not 
considered In proj<>et ce't. 
Asthe co,t of R' 110 em ,. , budgeted by MIA L 
t oward' development of "lAO <olo n~ I, 
' l.'Cove,a ble amount from HOll . t his . hou ld tml 
b.e Included In pro'eel co,t .I th i. Inlohime. 

r 
R.alignment of 
dro;n be low t he 
fOf",Ourt fo od 

'00 
II>2 Cfor., deducte<lfo r r. alignme nt of d rain 

• Program M anager 

~" 
48. 00 Progra m man as", f •• 

As per stale <upport >greemenl- cla u," no 3.1.1, 

,. Uplront Fe. , to 

AA ' '" 
II is , IM, ly <I<lledt hat "th e UP/' M l fee payable 
by N Cto MI under OMDA , hall not be includ. d 
as part of <o,ts for provi$ ion of Aero nau\ital 
Servile. and no p...·through would be av.llable 
in ,. I.t ion to ,a me". 
Sincethe schedule for con'tructiM of rechni<: al 

ro AT( EqUipment & 
Technical Bloc. 200.00 

block& a"oc iated work, are not fln.l i",d till 
date, t he cost of 200 Crore, , hould not be 
indude<! in Pro'ect cost at thi, oint of time. 

ri 
Cost 01 Relocation 
ofShl.aji 
Memorial 

2S.OO 

In ab,e""e of any mandate from rele. ant 
Authorities. cost of relocation 01Shi••jl 
Memorial ,h ould not be con, idered in the 
projeet cost at this point ol time. 
In estimation sheets lor the construct ion of RET 
from 'IS ITa, lways) 10%of has been ta ken for 

iz. Ai" ide Projects 
due to 'lArs 

0.75 
AGL, but at the ..me time for RET E2 Is also In 
p,ogre" 1\ IS% has bee n kept for AGl. The 
difference 010,75 <ro,es Is o.erestimated , 
Hen,e, it should be e. d uded from p,o'eet cost. 

ra 
settlement of 
dispute, ,.Iated 
to Land 

.0.00 

The settlement olland has not be.n finalised, 
which is unde' disc ussion wit h the owners, It 
m. y be con, idered after the , ettlement of land i, 
finali'ed. 

" 
Est imate, without 
fin. 1design I 
Escal. tion, 1\ 
Co n t i n ~ e n ci es 

The f in.nclal Audito, ha, not ",pres,ed It ' .Iew' 
on thl' issue. 

rceat 255.35 390.00 

2,29. The Aut ho rity ha d, in Consultation Paper - 22/2012-13 da ted 11.01.2012, a lso noted 

the process re la te d observations made by the Fina ncia l Aud itor. Present ing its re vie w of the 

processes followed by MIAL with respect to estima tion of Project Cost, the Fina ncia l Aud itor 

highlighted certain Iss ue s in t erms of process .oencies noted by them. The se covered: 

2.29.1. Oefinitive costs not i A""" ""(r!"-i"t: timates : Wh ile M IA L ente red into 

agreement with th e "It· al ~O li Deve lopment Authority 
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(MMRDA) on May 07, 2008 for bearing cost of widening 01 elevate d road which 

would be the access road to the airport, t he cost was not included in the init ial 

project cost estimate of Rs 9,802 cro res, presented in the Board Meeting of 

January 2009. The Financial Auditor noted that M IAl had failed to commun icate 

th is cost and its assumption to its Board, AAI and MaCA, although the same was 

known to the M IAl management at the t ime of submiss ion of its init ial proje ct cost 

estimates 01 ns. 9,802 c-e res. 

2.29.2.	 l&T - Inadequate estimation of project cost: Based on documents for 

selection of the EPC contractor submitted by the bidders, larsen & 'roubrc (L&T) 

and Italian Thai Development (ITO) bids were finally shortlisted based on tech nical 

qualifi cat ions. For financial bids, both the bid ders submitted the ir estimate of the 

project cost (non·con tractual) and the fee chargeable by them for such project. 

However, since the fee charged by both the bidders was In proportion to the tota l 

cost of the contract and both the bidders had estimated diff erent project costs, 

the Company compared the two bids using a project cost of Rs 5,000 crore s. l &T 

was finally selected as the total fee payable to the bidder at a contract cost of Rs 

5,000 c-eres was lesser by Rs 37 crores. 

Table 5, Campar O;an af L&T and ITO Bid, 

Particular< C<, rrc Dill,ren" 

Probable Project , ,,,t (Appro, ,). in R' 

erore 
s.eoc 4,500 1.300 

E'timoted project <0,1 for ,,,Ie't lon. in 
Rscro re 

Fi' ed fee, in Rscrore 

P.rcenl age F". 

s.ooc 

zes 
17,14% 

s.ccc 

'" '" 

, 

(194) 
, 

Perc. nta g. Fee Amo unt, in II<<rore 

Total Fee payable, in R' <rore 

m 
1,142 

' 00 
1,179 '" 137) 

2.29.3.	 The Financial Auditor hild noted that although the lowest bid was selected, 

the following points were observed in the process of selection of the EPC 

Cont ractor; 

"The e,timated contract CO'~~::i~! 
~ 

~g 

1, 
Page 21 ofl11 

casts submitted by th 
estimate of the;:P 
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comparison of the fee percenro~es proposed by tile tw<l bidrkrs ccwldIICt ee 

mode In on obje, t!ve manner. 

Further,!TD hod submitfl"d a lower co>! of the ta tol controc!. In the absence 
01 any !nfernal estimate of the ,ontroct cost on o biecti~ e a55e>5ment of the 
some is not possible. 

No caps were set on tile upper limit of the contract cost and/or the fee 

percenlage, e.g. If the co n tro~t cost ex~ eeded spe~ ifie d limit {say 110% of 
the subm itted "mtract cost}, re d u ~e d percentage lee to b&ome applicable, 
This led to the catwoct remolni"'J open ended and pro~ided no in ~e nr!ve to 

the ,ontroctor to 'ontrol costs." 

At the total fPC cost of Rs 5,180 Crores (including free Issue malerial), Ihe 
fe e payable to both the bidders will be equal. If the f PCcost goes beyond Rs 

6,180 Crores, ITO would be the cheaper olternotive, As informed by MIAL, the 
total cost eslimoted for the fPC par/Ion of Ihe projett I, apprOXimately Rs 

5,759 Crores (as at July, 20ll)." 

2.29,4. t &T - Change in approach leadinB to indefinite cost of pro ject: On the issue 

of approach on fi xing the contract amount, the Financial Auditor had noted as 

follows: 

l &T wos to fiX the contract sum within 14 months from the contract dote, 
This incllJdnJ complete schedulf> of design, procurement strategy and 

milestone to ~ o ~hkve d /or e(leh IndMd ual project and program as a whoif'. 
As per 1M contract, some sllould have been complf'ted by D«em~' 31, 

2008, I.e., 14 months from the dole of contract with L& T. 

Ho~r, as informf'd ta us, bosed on notllfe of tile site, MIA!. otld l &T 

orJopted the opprooch of breoki"'J down the wftolf> projer:t into . moll 

octMties and owordlfllJ uporate contracts fo r roch Individual activity after 

the compktlon of the design for respectivr! pod~ instro d of program as a 

."'". 
ChanfJ" in the approach after owording the contract has led the contract 

cost to ~ o~ ended howeve r some cannot be quon t,jied. 

Since the controct with L& T is a cost plus controct, this approach mokes cost 
contro l diffICUlt, However, on reference, the ted micol auditors Wf:re 01 the 
v;"w that the revlsl"d methodology is on appropriate approach as this was a 

Brown field praje<:t with IKlrious operotio/l()1constraints. 
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certifi cates Issued by the company to l &T for CWP & SWP did fIOt Include the site 

over head charges. In November 2008, l &T submiu ed an initi al esl lmale of site 

overheads at Rs 323 crc ees. The Financial Audit or recommended that the 

overheads be finalised at the earliest. 

2.29.f" l &T Inadequate Basis tar providing the structure cosl @ Rs. 1.100 per W ft : 

The Financial Audito r not ed that the contract with L&T provides for the maximum 

cost for strLKture work at Rs. 1,100 per sq ft wi th any escalation on any 

component except steer and cement 10 be finalised at the time 0 1 awarding 

procurement certlflcates. The financial Auditor had observed that no rates were 

requested in the RFQ or afte rwards and delailed designs were not available at the 

t ime of cont ract ing. The Financial Auditor also noted that on reference, the 

Technical Auditor had found the price decided to be reasonable. 

Comparison 01 project cost considerat ions by the Technical Audit or and the Financial 

Audit or 

2.30. The Aut hority had, in the Consultation Paper - 22/2012-13 dated 11.01.2012, noted 

from the reports 01 t he Technkal Auditor and the Financial Audit or that there were 

differences in the disallowances and non·inclusions proposed by them. The table below 

presents the value of disallowances and non-inclusions as were proposed by the auditors. 

Ta b l~ ,: Summ• .., of <0$1 e~n.. 'Komm~nd"" for dlullow..... ' non -lndu. lon by TKhnl<. 1Auditor 

in R. oro,"" M.' Technl<. 1Audilor f inanOaIA.."Mor 
Pro'ect<o,t ro l ed 12.380.00 11,74 7.31 1I.7l-H5 
Differ. nc:. f rom MIAL 632.69 645.35 

• Oililllowancel 260.35 lS5, 35 

• N on-I nc: l u ~o ns l 72.l4 "'.00 

Authority's examinat ion of the audit reports by the Technical Auditor and the Financial 

Auditor and dIsallowances / non·lnclUS lons to Project Cost 

2,31. The Authority had, in the Consultatio n Paper - 22/20 12· 13 dated 11.01,2012, 

examined the submissionsof the f inancial Auditor and Technical Auditor on the project cost 

proposed by M IAl & M IAl 's contentions on the observations of the auditor s and had held 

discussions with AAI. After Peru sal~.~~ pa pe rs ,,~~~~ specifically the audit reports, 

views submitted by AAI, and r ~es tens by M IAl , the Authority , In the 
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Consultat ion Paper - 22/2012-13 d.ted 11.01.2012, had arrived at the following ten tative 

views in respect of MIAL's project cost. 

2.31.1.	 Alnide Projer;ts: MIAL had included Airfield projer;ts pertaining to Runways, 

Taxiways, ett, and Apron under th is head. 

2.31.1.a, The Financial Auditor h.d not expressed any views on this 

head. 

2,31.1.b. The Technical Auditor had reviewed the Apron area proposed 

the rates based on deuiled SOQ prov ided by MIAL, MoRTH guidelines and 

prevailing rates of material in the market and reported that they 10uOO the 

cost estima te to be reasonable. They had further reviewed the major works 

for both the runways and found the costs of Rehabilitation & Upgradat ion of 

the runways reasonable. 

2.31.1.c. On the Taxiway works, the technical aud itor reported that the 

cost of Rs. 32,34 crcres on taXiway N438-11 works had not been Incurred and 

stlou ld not presently be Included in the Project Cost. They had fur ther stated 

that the same can be considered after commissioning of the works related to 

taxiway N43B·11. 

2.3t.1.d. On thiS issue, AAI had stated that the Auth ority may uke an 

appropriate decision based on the Technical Auditor' s report in th iS regard. 

2,31.1.e. The report of the Technical Auditor recommended non-

Inclusion of the above cost 01 Rs 32.34 crores on account of the works not 

having been incurred present ly. 

2.31.1,1. The Authority, in the Consulution Paper - 22/2012 ·13 dat ed 

11.01.2012, had noted that since the Technical Auditor had not objected to 

the above cost on technical grounds, the same could be Included as part of 

the ProJer;t Cost subject to the condition that such cost may actually be 

incurred, Accordingl y, the Authority had felt that the cost of Rs 32.34 ceoees 

should presently not be Included in the Project Cost. 

2.31.2. 
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certil in ceserveue ns on cost pertilining to n chot el, while not ing that the costs of 

other compoMnt~ \.eemed reilsonilble. 

2.31.2.iI. The Authority in us Order No. 02/2012-13 dilted 18.04.2012 

hild deducted Rs. 26 crcres I.e. the cost of the nc Hotel from the funding 

gap then being considered for bridging through levy of OF as the Hot el was 

lndlcated by AAI as iI Non-Aeroniluticil l Asset (tril n ~fer asset as indicilted by 

MIAL). 

2.31.2.b . The Finilnclill Auditor bad net expressed ilny view~ in this 

regilrd . 

2.31.2.c. The Technicill Auditor had Indicilted in tlleir final audit report 

thilt the con of t ile Hotel had got revised to gs. 54 c rc res ilnd that M IAL Wil ~ 

plilnning to lIi1ndover the Hotel to iI cc ncesstcnaire to complete th e 

furnishing, and to operate the same and M IAL will be receiv ing revenue from 

concessionaire once it starts operating. Tile Hote l was reported to have 

access Irom landside and from the terminal and, as soch, a non -aeronautica l 

asset. The Technical Auditor had recommended that the same should not be 

included in the project cost. However, they have added th ilt Wthe some con be 

considered by Comp eten t Authority f or levy of DF. W 

2.31.2.d. On the issue 01 cost of nc hotel, AAI had stated that the 

Authority may tilke an appropriate decision based on the Technical Auditor 

report in this regard. 

2.31.2.e. MIAL had stated that n c Ilotel was envisaged in the Master 

Pliln ilnd during review of Master Plan by MOCA I AAI, no adverse comment 

hil d been made for the same. The operiltlng model was similar to other 

commerciill projects such as duty free retilil, cer park. etc . in which M IAl hil d 

Incurred the cost t o develop the asse t for the convenience of the passengers, 

but had concessione<! the operilt ion s and management t o speciillised 
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2.31.2.f. MIAl had also sta ted th at if the Technical A~d itor's view was 

given credence to, it could lead 10 an ~Inappropr ia te~ condusion that a ll 

C<lpital cost, which genera tes revenue, needs to be e. duded from Project 

Cost for the purpose of OF as it can be easily esta blished that there is a 

funding from other sources also. 

2.31 ,2,g. MIAl had furth er sta ted thai the hOlel will predom inanl ly 

se rvice passengers t ravelling to and from domeslic lerminal. According to 

MI Al , as per definition of Transfer Asset under OMOA, TlC Hotel is a Transfer 

Asse t and should be Ind uded in Ihe proje ct cos i . They had also brought up an 

issue that If the same is excluded from Ihe project cost it would 

"tantarnrxrnt" to AAI traatmg the asset as Non-Transfer Asset. 

2.31.2,h. The Autho rity had, in the ccracneucn Pape r - 22/2 0 12-13 

dated 11.01,2012, no ted tha t the assets of MIAl , as per SSA and OMOA, ca n 

be classified into the following categories: 

• AerO/laul H;alAssets 

• Non-aeronauHcalAs",ls 

• Non-transfer Asset s 

The ~tini tion of non-aerO,,", Ulica lassel. as provided in OMOA. is reproduced below, 

• 

2, all essen required or necessary for ~ performance of Non-Aeronouticol 
Service!" at the Airport a5 lis ted;" Part II of Schedule 6 hereof as located at 

the Airport (irre5pective of whether they are owned by the lVe or any third 

Entity), to the extent such asset5 (a) are located within or form port of ony 

terminal buiiding; (b) are conjoined to any other A~noutical Assets, asset 
included in poragraph (i) above and sudl asuts are Incapoble of 

independen t access and indep<!ndenl exislella; or (e) are predominantly 

servicing!catering any terminal complex/cargo comple.M 

Further th e definition of non -t ransfer asset, as provided in OMDA, is 

reproduced below, 

""Nan-Transfe r A5sets" sholl meall a ll ouets required or nece5S0ry for r~ 

p<!rformonee of Non·Aeronautical Services as listed in Part II of Schedule 6 

hereof aslacated at Ihe ~, IOOr,.irp. ~esP~~ive of whether they are owned 
by the JVC Or an y third E '. /lc:"!me Ore na t Nan-Aeronautical 

Assets,M J! \\ 
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2.31.2.i. Considering the defini t ions above, as TlC hotel has access 

from both landside and from t erminal, it had not appeared to the Author ity 

to fall under the defin ition of non-aeronautical assets. Further from the 

definit ions above, It appeared tha t TlC hotel Is a non-transfer asset. 

Accordingly the Aut hority, in the Consultation Paper - 22/2012-13 dated 

11.01.2012, had fo rmed the tenta t ive view to t reat TlC hotel as a non­

transfer asset and amount of Rs 54 cro res in respect of the same was 

proposed to be disallowed ( excluded f rom the project cost. 

2,31.2.j. Since these defin it ions are provided in SSA I OMDA, the 

Author ity felt that the views of M i l Government on proper categori sation of 

th iS asset would be important. If it is concluded tha t TlC hotel is a non­

tra nsfer asset , it will not fo rm part of project cost and the revenue generated 

from this asse t wi ll not be considered towards determination of tariff. On the 

other hand, if it is concluded that TlC hotel is a non-aeronautical asset, it wil l 

form part of project cost, but not of RAB (Aeronautical), and the revenue 

f rom th is asset will be considered towards cross-subsidisation and 

determination of aeronauti cal ta riff under Shared Til l. 

2.31.3, 12 Projects: T2 Projects included amalgamat ion of terminals T2 B and C, new 

commo n user t ermin al, new Sahar term inal access road, enabling works of T2, 

poiice station, etc. 

2,31.3.a. The Technical Auditor had noted t hat as per MDP, the area of 

new Termi nal Building T2 was 420,897 sqm (total area of 450,897 sqm 

including . area of arrival plaza of 30,000 sqm) to cate r to 40 million 

passengers per annum , The TeChnica l Audit or had further noted that the 

tota l area, as per drawings provided by M IAL to the Technical Auditor, was 

4,53,357 sqrn. However, the actual area to be const ructed by M IAL is 

4,39,512 sqm in Phase I, II & III. ThiS area had been verified and accepted by 

the Technical Auditor. The balance area of approximately 13,845 sqm which 

is part of South -East pier was not planned to be construc ted at that point of 

time. was not 
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included In the project cost of as 12,380 crores as proposed by M IAL. The 

Technical Auditor hid not prov ided Olny fur ther commen ts on this issue. 

2.31.3.b. Both the Oludi tors hid Indicited that 01 sum of Rs. 0.60 crcres, 

paid as penalty charges for delOly In getting cieerence from MMROA, for the 

construction of police stition should be reduced from the total project cost , 

2.31.3.c. Mlin their observations had Indicated that the Auth ority may 

agree wi th the cbservatroes of the auditors. 

2.31.3,d. M IAl had contended that relocat ion of the police station from 

Sahar was an enabling project for New Common User Terminal and that delay 

in constructio n of terminal would have essent ially resulted in cost escalat ion 

including Inte rest during construct ion. 

2.31.3,e. M IAl had applied for permission of MMROA and got 

perm ission up to plinth level. The permission beyond plinth level was delayed 

because of cert ain site constra ints coming in the way of approval. M IAl 

contended that as permission to rec cete police station from relevant 

authorit ies was already delayed by mo re than 8 months, M IAl conSidered it 

essennar to complete this pro ject in anticipation of approval from MM ROA to 

tacnltate ti mely completion of te rminal. M IAl had requested that based on 

the above, the penalty paid should be considered as part of l he Project Cost 

as it was paid to ilvoid pot entially larger cost overrun. 

2.31.3.1. The Authority, in the Consultat ion Paper - 22/2012 ,13 dated 

11.01,2012, had formed opinion that it may nOI " ccept any pen.lty as 

legitimate part of the Project Cost. 

2.31.4.	 landside Projects; The projects under this head were mandatory capital 

projects of OMOA pertaining to realignment of Domestic Term;n. 1 Access Road 

and New Domestic Terminal Car Park. M IAL had esti mated the cost of such worh 

at ns 41 crc res. 

their views in this 2.31.4.a. 

regard. 
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2.3l.4.b. The Technical Auditor had found the tOlal costs of landside 

works at Rs. 40 crores as reasonable. 

2.31.4.C. AAlln their obse",a tlons had Indicated that the AuthCH"ity may 

agree with the obse",a tlons olthe auditors. 

2.31.4.d. M IAL dOd not provide any specific views in this regard. 

2.31,4.e. The Authority. in the Consult ation Paper - 22/2 012-13 dated 

11.01.2012, had formed opinion that the difference in project cost of Rs . 1 

c-ere (cost shown by MIAL being higher than that foun d reasonable by the 

Technical Audltorl should be excluded from the Project Cost. 

2.31 .5. Cargo Terminal at Sahar: M IAL had commenced works for development of 

cargo terminal at Sahar, However, it later decided to cutscurce the cargo 

operat ions to concessionaire (sl. 

2.31.S.a. The Financial Audit or had observed that an expenditu re of Rs. 

60 crores was earm arked for Cargo Term inal before Ihe same could be 

tran sferred for development on concession and recovered from the 

conces~ io na i re as per the RFQ. aasec on M I A L'~ clarification that it Intends 10 

recover only R~ SO crores and not th e initial capit al cost of Rs 10 crores, the 

Financial Auditor opined that Rs. 50 crores should accordingly not form part 

of the project cosl. 

2.31.5.b. The Technical Audttor's observations on thi s issue were as 

under: 

W••• con of Cargo lerminal of 2.55 Us was Included in tile initial cost estimates 

of 9802 crores and lorer the projeCf has been planned to sh ifr to BOT basis. 

He_ver, praviskln of.50 crs as enabling cost Is included in 12,380 crs. As per 

RFP, the rest Incu"ed in thiS project will be refunded by rile BOT 

eonce5Slonoire. Hence, tM cost 0/.50 crs sllould not be included In the praject 

eon. 

TM CeJllncu"~for MCPwork {Intefflotlonol Cergo Terminal 5<lO2.} was 10 

Crs which /ws ro be port 0/project CQ5r (compkred on Moreh 2(08) ...• 

2.31.5.c . MIAL ented thiS distinction and stated 

that the MCP invol shed and the amount was not 
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recover..ble from p ro~pedi ve c on ce ~ sion ai re and th ere was no reason to 

e~clude the cost of Rs. 10 crores from the project . 

2.31.S.d. AAI had stated that the Author ity m"y include such cost In the 

project cost to th e e~te n t of es. 10 crc res. 

2.31.S.e. The Aut hori t y had, in the Co n~ult "tion P"per - 2212012·13 

d"ted 11.01,2012, tormed the tentetlve view tha t the cost recoverable from 

the cargo concesSionaire of R5, SO crcres could be e ~duded from the project 

cost , 

2.31.6.	 Slum Rehabilitation & NAD Colony Development : MIAl had to undertake 

the rehabilitation of slum and development of NAO colony.MIAL had depo5ited a 

security amount of Rs 25 cecres with MMROA ..nd budgeted an amount of as 110 

crcres as cost of resememeneof NADcolony. 

2.31.6.a. The Financial Auditor In their audit report had noted that MIAL 

paid Rs. 25 crcres to MMROA in 2006. which was supposed to be recovered 

from HOIL - an ent ity with which M IAL had entered into an arrangement in 

October 2007 for rehabilitation of slums and other residential colonies. The 

Financial Audito r had recommended that cost. to the extent of ns. 2S crares 

{recoverable expenditure], not be Induded in the project cost. 

2.31.6.b. The Financial Auditor had atsc noted that MI At had estimated 

Rs. 110 crcres as C05t of resettlemen t of NAO colony in the current project 

cost of Rs. 12.380 crore s. However. use of the land was not finalised, Further, 

the Financial Aud itor had noted that that while M IAL had opted to undertake 

the activi ty themselves, as per cont ract, MIAL cou ld transfer the i1ctlvity to 

HOIL during the execut ion as well and If HOIL accepted, It had 10 reimburse 

the expense incurred by MIAL 

2,31.6.c, The Financial Auditor had further noted thilt prior to 

flnallsation of their report, MIAl submitted that MIAL's Board had decided to 

cancel the contract with HOIL and proceed wiltl legal action. The Financial 

Auditor was awalt
f.t 

r 
fgnpyoftht' ofg 
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finalisaUon of its report . The Financial Audito r had submitted that t he 

Authority may review th e di sallowance based on such submission from MIAL. 

2.U.G.d. The Technical Audi tor had noted that since the schedule for 

construction of NAO colon y & associat ed works had not been f inalised til l th e 

submission of their report and recommendation, the cost of 110 crores 

should not be included In Project cost at tha t point of time. However, 

Techni cal Auditor had also noted that t he same «In be considered by 

Competent Authority for levy of OF only afte r commissioning of NAO colony 

development. 

2.31.6.e. AAI had opined that the Author ity may agree with the 

observations of the auditor subject to furn ishing of documents by M IAL. 

2.31.6.1. Apart from the submission noted above, MIAL had stated tha t 

NAO colony development plans were in final st ages. Technical Block and 

Meteorological facil it ies are to be relocated to NAO Colony, which cannot be 

done unless densfflcatfon of NAO Colony is done first . The cost of Rs. 110 

c-eres estimated was towards densification and was considered essent ial to 

be included in the project cost. 

2.31.6.g. The Authorily, in the Consultation Paper - 22/2012-13 dated 

11.01.2012, had l ormed the te ntat ive view th at both these sums - Rs. 2S 

crcres and Rs . 110 crores should presently not be included in the project cost 

till further substantiation! action Is observed from MIAL with respect to 

work! action o n groond. 

2.31.7.	 Realignment of drain below the fo recourt read : A proposal for realignment 

of an open drain passing through th e airport land had been finalised by the 

Municipal Corporation of Greater Mumbal (MCGM). 

2.31.7.a. The Financial Auditor In its audit repor t note d 
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Consilkri"'J t~ noflH~ and obj«tlW 01 eXfH!nse, w~ believe that such 
reo liQnm~nt wos nol ~ussitoled lor de vt lo~nt 01 the airport ond as such 
odcMionolcost ;n<",'~d 10 Irt e the Iond sUffounded by elevoted rood should 

be excluded from the proj«t COSI. 

2.31 .7.b. According to th~ FIMncl~1 Auditor, the ~ddi tion~ 1 cost incurred 

to fr ee th ... land m...nt ion...d above should be e.duded. According to them, 

~ issue was referred to the t~chnlcol ouditors. wllo es t/mo t~ the 
oddltionol cost Incufff!d ot Rs 2 crOrt. In our opinion, the same s/tou!d nat be 

in<Iuded inthl' projl'ct cost.' 

Th... Authority also too k note of the observations of the Technical Auditor in 

this matter [Para - 5.10 of Technlc~ 1 Auditor's report). The Technical Auditor 

had observed : 

"Thl' l'. tima t i<Jn for the reolignml'nt of Drain was 106, IS Crcrel (including 

CO v~fS of drolns) ogoinst tile originol cost of 76.69 Crores ond I l!er~ was ° 
d'fferenct of cost of 29.46 Cron-s from Ihe or~/nol estimate of MCGM. 

Htn ~, on ogrurrwnt (Refer Annexure·VII) was signed btlwHn MCGM & 

MIALto b«Jr tile itlcrto~ in cost plus 101'1l COfIri~1IC)' of rile lome by MIAL. 

TI!e fatol estimate d cost for t~ COl'f'r section is 3S.29crs which has to be 

COfI5IfClCt<td for tile p",~s eilplolntd in the eecve tobie. While, MiAL hos 
to bea, on/)' a COlt of 33 Crom as Pl'r the ogrf'em~nt slgM d. As per llle 

Aliditor. rhe cost to be paid by MIA! to MCGM seems to be rI'Olonoble.· 

The Author ity. in the Co nsu l t~t ion paper - 22/2012-13 date d 11,01.2012, had 

noted that the Techniul Auditor h~d indicated the additional cost to be 

borne by MIAl at Rs 29.46 crc res plus 10% contingen(;y, amount ing to Rs 

32.4O{i crcres. It appeared to the Author ity that the Technical Auditor h~d 

rounded off this figures to Rs 33 crcres. The Technical Auditor had opined 

that this cost to be p~ld by MIAl to Mu nic: ipal Corporatio n of Great er 

Mumbal (MCGM) seemed t o be rea son~ bl e . Though the Technic.at Audit or 

had not st~led so specifi cally, the Authority had inferred that, according to 

Technical AUditor, Rs 2 crcres addit ional cost, should be ce ~ son~btv included 

in the project cost, ~ nd not dis~llo wed. 

2.31 .7.c. 

issue of 

Ordec No.29/2012-13 

~~:::~"&f ' 

~ thilt , 

nd i~ had given the ir comments on the 

-AERA moy toke ooproprtote 
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2.31,7,d. M IAl hild submitted that rerouting of drilin i1long carriage way 

(1 was essential fo r construction of proposed at ·grade road portion as part 

01 t he Elevated Road Synem and covering 01 the drain Cl was part of e~ istlng 

road crossing the proposed drain layout , Further, they hil d stated tha t 

covering of drains (2 & C3 were required lor movements of construct ion 

vehicles. M IAl had lurther submitted that It is e ~ecut lng the wor ks with 

restricted areas available lor construction vehicles movement and covering 

drains (2 & (3 was required for facilitating construction activities. MIAl had 

requested the Authority to Include the above cost In to tal project cost. 

2.31.7,e, The Authority, In the Consultation Paper - 22/2012-13 dated 

11,01.2012, had noted the different observations as above and fe lt tha t the 

cost of Rs 2 crcres should be e ~c1uded from the project cost. 

2.3U, Program M anager cost : The Finilnclill Auditor in their audit report had noted 

that MIAL ewareed the contract to CH2M Hills as Progrilm M ilnilgement 

Consultants to review the design i1nd schedules given by EPC cont ractor from the 

proprietary angle 01 MIAL. 

2,31.g.a, The ob servations of the Hnanclal Auditor were detailed In the 

ccnsoneucn Paper - 22/2012-13 dated 11.01.2012. The same Is reproduced 

hereunder : 

•	 NOm of the bids recel_ed. the " parries were shortlisred (IS 

technically qlJOlifiN and wert in_Ited for flna llCiai bidding, 

•	 Catero and Maunsell (Ll and U) /tad InltlaUy quol'fled the 
technical rounds but were rtjected an technical ~raund5 after 

opening of financial bids, In C(lse, the two part~5 were not 
technically qlJ(Jiified. the y should ha'il! been rejected in the 

technical round and the finondal bid should eor OO'il! been 
opened, 

•	 Dor was In_ired far bidding afrer the opening of tho! jiMfldal 
bids. This I, nat (I preferrM pnJctu for 'il!noor selection 
procedure. 

• CH1M Hi!! :~2::::;;lJ(Jted at 
s. 

1 

Rs. 61.99 crores and was 
negotiated 46.5Q crares, ~lII!f, no 
negatiat' "\ bidders. 
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•	 The company opled 10 poy on omoun l which WaS25" mor~ per 

annum titan ~ Io'owst bJrJ<Hr I«JdillfJ 10 odditionol cost 01 

appraximatt Rs. 48 Crar~ ow, 1M "stimarl'd p,oj,,<1 limplillf'.• 

2.31.8.b. The Fjn~ nc i il l Auditor had submitted th~ t the ~dd it i onal cost of 

Rs. 48 Crores slloo ld not be inclUded In the total project cost for OF. 

2.31.8.c. The Financial Audito, had also referred this Issue to the 

Technical Auditor . The Technical Audito, had felt that the 8,ound fo' 

'ejection of Ll and L2 bidders were Justifi ed. They had agreed that the two 

pa'ties should h~ ve been ,ejected In the technical round itself. In the ir view 

only DAR and CH1M HIli were t echnically quali fied and the difference 

between the quotations 01Dar & CH2M Hills 01Rs. 2.07 cecres slloold only be 

excluded. 

2.31.8.d. MI had submil1ed that th e Authority m~y agree with the 

views of the Financial Auditor on Ihe matt er (tha t ;s 10 s~y, exclude Rs 48 

crcrej . 

2.31.8.1'. MIAt had submilled tha t il ran a competiti ve bid process for 

identi fication of the preferred program management consult ant. They had 

agreed there was no need to open financial bids of the two non-responsive 

bidders. However, in order to broad base bidders, bid was invited from one 

more bidder viz. Dar AI Handasah (DAHl, M IAt decided to proceed with 

CH1M Hill considering it was already associated with M IAL and had a team 

working at CSI Airport, Mumbai. It was thought appropriate that select ion of 

CH1M Hill would result in significant benefits by way of time saved in 

mobil isation and other benefits which come Irom familiarity with the project. 

MiAl had submitted that the Financial Auditor had erred in comparing the 

price of a t echnically non compe tent Vi!ndor as the base to arrive at the 

disallowance of Rs 48 crores. 

2.31.8.1. The Aut OOrity, in tile Consultation Paper - 22/2012·13 dated 

of M I on the ma 

Order No. 29/2012·13 

recess and had also noted the views 

d on t his issue, the Authority in the 

p ~~" 34 er ru 



Consultation Paper - 22/2012-13 dated 11.01.2012 had lormed the tentat ive 

view tha t Rs. 48 crcres shoukl be exctaded f rom the project cost. 

2.31.9.	 Upfront Fee to AAI: At the stage of privatisat ion 01 the (51 Airport, M umbai, 

MIAL had paid an Upfront Fee of Rs. 150 crcres t o the AAI as per the provisions of 

the OMOA. MIAL had further paid an amoun t equivalent to Rs 3.85 c ro ro~s t o AAI 

towards carving out of additio nal land of 48,15 acres. MIAL had considered Rs 

153.85 croras (:150+3,85 crores) to be a pre-operative expense and had included 

the same in the project cost. 

2.31.9.,1. Both the auditors had recommended the Upf ront Fee to be 

disallowed f rom the Project Cost . The auditors had given the rationale fo r 

such disallowance that as per state support agreement - ctause no 3.1.1, 

where in it is clearly stated that ~t h e upfront f ee payable by JVC to AAI under 

OMDA Sholl not be included 0' part of casu for provision of Aeronautical 

Services gnd no pan-through wou ld be avoiloble in relo tion to same N 
• 

2.31.9 ,b. AAl ln their observations had ind icated that the Aut hor ity may 

agree for not incill sion of Upfron t Fee in the Project Cost. 

2.31.9.c. The Authority had discllSsed the treatmen t of Upfront Fee in 

detail in Order No. 28/2011-12, dated 14.11.2011 in the matter of levy of 

Developmen t Fee by Delhi Intemational Airport (P) Ltd. (DIAL) at IGI Airport, 

New Delhi. The Authority had recognised that if the Upf ront Fee. which is not 

to be made part of the cost for provision of aeronautical services and thereby 

Is not supposed to be recovered through <aeronautical char8es, is recovered 

through OF such recovery may not be ent irely in line with, at least the spir;I, 

of the contra ctual provisions and had excluded the Upfronl Fee from the 

project cost of DIAL. 

2.31.9.d. Further, the Authority, in th e Consultation Piper . 22/2012-13 

dated 11.10.2012, had also noted the fol lowing:
 

i} Clame 11.1,1 01 the OMOAprovide, as under:
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Therelore, the Uplront Fee was to ~ paid by MIAl either ~fo re or on the date 
of 'akins over the project from the amounts that would have been ava ilable 
with them. 

ii)	 Further, as already brousht out above, In terms of aMicie 3.1.1. 01 t he SS.... the 

upfmnl fee is not to "be included as port oj COSfs Jor provision oj Aeronoutlcol 

Sl'rvices ond no po..·through would be ovolloble in relotion to the some". 

Iii)	 It would "ppe" r I,om ,ecords tha t while conside' ins the request 01 MIAllor 

approval 01 DF in r....ped of CSI AJrport, Mumbal, MoCA h"d not t " ken into 

" ccotlnt the upfrontlee 01(Rs. 1SO crores)paid lor calrulattcn 01OF. 

2.31.9.e. In vi@ w of the above, the Autho'ity had proposed, in the 

Consult" tlon P"per - 22/2012·13 dated 11.10.2012, l hat the Upl ront Fee 01 

Rs. 153.85 croresshould not be included in the tot"l project cost. 

2.31.10. ATC Equipment & Technic" ; Block: The Audito rs h"d noted in their report s 

that ATC rcwee & Technical Block were to be relocited fo' construction 01Code 'f' 

compliant t"x1wav parallel to Runw"V 14·32. The structure cost of ATC Tower was 

est imate d at Rs 80 crcres and a provision 01 Rs 110 cro,n made for procurinSand 

InstaUinS equ ipment in the ATC Tower. The cost l or construction of the Technical 

Block and associated works was estimated at Rs200 Crores. 

2.31.10.a. The Financial Audit or had observed tha t while the estimated 

cost for the Technical Block was Rs 200 crcres, the timeline f or relocation was 

yet to be decided and hence thiS amount should not be included in the 

project cost. Further, tha t out of projected Rs 80 crcres as the cost 01 

construction 01 new ATCTower, on ly Rs40 "oreshad been approved by AAI. 

2.31.10.b. On t he same issue, the Technical Auditor had expressed its 

opinion that since the schedule lor construc tion 01 Technical block & 

associated wnrks were notlinalised, tlie cost 0 1 Rs. 200 Crores should not be 

included in Project cost at thiS point of t ime. The Technical Auditor had 

further said that the same can be considered by Competent Authority for levy 

01 OF only alt er com missioning 0 1Technical block & associa ted works. 

2.31.1O.c. ,£;;1iii3~~ he Auth ority may agree with the 

auditor's observatio l erred at this stege. 
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2.31.10.d. MIAl h~d s t~ted that relocation of ATC Tower and Technical 

Block was a necessity, primari ly for compliance with the Obstacle limita tion 

Surface (OLS) and t a~ i wa y clearance standards specified by OG CA and ICAO. 

The relocat ion project w~s to commence in 2012 after approval from AAI and 

was e ~ pected to be completed In 18 months from the date of approval. 

2,31.10.e. MIAL had further stated tha t t he ATC Tower and Te<:hnical 

Siock are mindited infrastructure with a specified timeline lor 

Implementat ion, MIA l had submitted that the project cost may be trued up 

in futu re based on actua l e ~p enditu re incurred and used as t he basis for 

review of OF. 

2.31.10J. M IAL hid also submitted that the levy of OF is a pre-funding 

mechanism for developmen t of euccn iSseis. A capit it Intensive project such 

as an i irport may require OF as one of the fun ding source and if without OF 

the technical block could be constructed, then OF WiS not require d. They had 

the refo re conte sted tile observation of t tle Technical Auditor that levy of OF 

should be considered by the Auttlority after commissioning of techn ical block 

and associated works. 

2.31.10.g. The Authority, in the Consultat ion Paper - 22/2012-13, dated 

11.01.2012 had formed opinion that since costs towards relocat ion of the 

l ectlnical Block had not yet been incurred, the same may not be included In 

the project cost at th iSstage. In case the Autho rity received documentat ion ! 

substantiation from M IAL confirming execuncn of th e works before ttle issue 

of the Mult! Year Tariff / OF Order, the amount of Rs 200 crores or part 

thereof may be included In the project cost as relevant for the present 

control period. 

2.31.11.	 Relocat ion of StlivaJI Statu e: l lle Financial Audit or had noted in their audit 

report that M IAL had budgeted for tbe foll owing e ~pen dlt u re as part of project 

cost towards relocation of Stlivajl Statue from its initial position In front of tile 
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2.31.11.a. The relocat ion w,H necessitated by the l act that the Init ial 

position 01 the Sh lvaji Statue was in the middle 01 the footprint of the new 

planned Terminal building. Without mov ing the same, it wou ld not have been 

possible to construct and develop the airport. 

2.31.11.b. The nnencret Auditor had indicated that. based on th eir 

review, the relocat ion cost of ns. 4 crcres seemed necessary as the statue 

was in the footp rint of the new terminal build ing. 

2.31.11.c. The Financial Auditor had also ind icated that while M IAL 

considers the activity pertain ing to Sh ivaj i Memorial as Mandated Project. no 

communication Irom either Government of Maharashtra or M inistry of Civil 

Aviation, or any othe r statutory authority was availab le. The Financial Audit or 

had slated that according ly they cannot comm ent on whether the same was 

mandated to M IAL or not and suggested that the same not be included In the 

project cost . The Technical Auditor had ind icated that the preliminary 

estimate fa, the same seemed reasonable. 

2.31.11.d. AAI had subm itted that the Aut!H)rity may take an appropriate 

decision based on Auditor's observat ion. 

2.31.11.e. MIAL had submitted that copy of its comm unicati ons with the 

Government of Maha'ashl ra [GaM ) had been provided t o the Audito rs. The 

lett er from GVI( to Secretary, GAO, Government of Maharashlta states as 

under. 

Hon'~ Ch~/ Minister on 9th 

riol was prew nred by M IAL 
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a/onf1wilh Jfa!(l(' af Chhatmpati Shi_aJj Matwmj an a Md~.tal, with 
/oUfltoins. lighting, la ndsc o p ~ oreo ond porking. 

As me ntion~ d OOOIle, the memorio l is proposed 10 bt set up or proposed 
entronct to ~ le'lO ltd rood on Wf H leading to n~w Int egro t~d T~rminol or 
CSIA. w~ .~k your appmWlIfor setting up such memoriol. Cost ofRtring up 

such m~moriolls ~Slimoted to be Rs 25 crores. 

Though, in the pos!. during 'IOrlous discussions, It was mon dot~ d thot MIAl 
hod to bear the cost of this memarlol, Which Is eslimoted ro ee Rs. 15 crores, 
we n~e d a line af confirmation from S to t~ Go.....rnment thot cost ;s to borne 
by MIAL, N 

2.31.l1.f. Response from the Government of Ma harashtra was as under, 

N ......... . Pleose nore rhO'r 0"1' pmposol for er«ting a Stowe of a 
historical/ notional personollty,;s processtd os per the l}u~lines issued _lrJe 
G. R. No. Smorak/3102/B84/ CR. 12]/]002j]9doted ],],]005. A copy of the 

some Is forworded herewith /or further n«essory action, You may formulate 
necessary proposol and submit the so-me 10 the Government through 
ColI~ctor, Mumbol Suburbon Dntrlct, so oJ to ~now., us to lake oppm priote 

decision in Ihls regard. 

As rego"" 10 e~ndlture 1r1\lo llltd in erecting the Memorial/ S to tu t~, kindly 
note thot the some wIJ/ have 10ee borM by MIA!.· 

2.31.11.g, The Authority in the Consultat ion Paper - 22/2012-13 dated 

11.01.2012, had noted that wh ile reference to the meet lng(s) being indica ted 

by M IAL have been made explicit In the letters prov ided to the Auth or ity, the 

Government of Maharashtra has not specifically requi red / specified the 

amount of fl.s. 25 crores towards the 5hivajl Memorial. It was also not clear to 

the Authority that MiAl's estimated cost towards th is work was on accOtlnl 

of adherence to the guidelines for warded by Government of Maharastllfa as 

per the above correspondence. The Authority had thus tent atively opined 

that such cost would not be included as part of the project cost at present. 

The Authority had also slated that it could fur ther consider this aspect based 

on any Input s from Governmen l of Maharashtra / Governmen! of India on 

the sa id requirements. 
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2.3U2. Ai~ide proJe~t due t o NATS recommendat ion : M IAL had made an estimate 

to wards Airport Ground Light ing (NATS recnmmended project) to improve the 

airs'de capa~ ity . 

2.U.12.a. The Finan(ial Auditor had observed that provision estimated 

undl'r thl' project was ovl'restimated by Rs 0.75 c-ere based on the 

incon sistency between two AGt estimated under same project . 

2.U.12.b. The Techniul Auditor had noted that RET E2 i1nd NS i1r1' nl'W 

projects added in thl' project cose est imates. Thl'y had observed thilt while 

(ost of airport ground lighting was l'stima tl'd at 10% of cost for RET N5, cost 

of airport ground light ing was estirnated at IS" of cost for RH E2. The 

Technical Auditor foun d this diffefl'nce to be an overesti maliOfl and 

recommenc ed the sarne for exclusfcn fr om the project cost. 

2.31.12.c. AAI had observed tha t the Authority rnily aBrl'l' with the 

observations of the Technical Auditor, 

2.3l.12.d. M IAL had stated tha t the provision for AGL is project spe(ifi( 

and cou ld vary from project to project dl'pendinB on the nature. scope and 

requ irement of the proj l'ct . Provision for AGL in thl' estimate was milde 

based on the spl'clfic requ irement of respective projects and therefore 

cannot be comparl' d with other project . 

2.31.12.1' . Af ter ccoueereucn of the op inions expressed by the Auditors , 

response from M IAL and perusal 01 submissions, the Authority in the 

ConSl.l lt at iQn Paper - 22/20 12-13 date d 11.10.2012 had formed op inKln that 

thiSamount 01 Rs 0.75 crore wil l be excluded Irom the project cost. 

2.31.13. Removal of encroachment of airport land: The Financial Auditor in its report 

had termed this as cost of seruement 01 land. The Financial Audit or had stated 

that MIAt had estimated a sum of Rs. 30 crores to settle disputes pert aining to the 

land encroached at CSJ Airport . The Auditors had stated that they were informl'd 

madl' available to the Audit 
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2.31.13.~. The F in~nci~ 1 Auditor opine d th~t until the fin~1 5ett lement of 

the disputes or actua l expenditure and the determination of the final util ity 

of the land pocket is ascert~ined, th is cost should not be included as a p~rt of 

project cost. 

2.31.B.b. On this issue, the Technical Auditor had noted that the 

settlement of land had not been finalised which was under discussion with 

owners. The Technical Auditor also recommended that this amount may be 

considered after the settlement of land is finalised . 

2,31.13.c. AAI had said that the Authority may take appropriate decision 

in this reg~ rd . 

2.31.13.d. MIAl had submitted that discussions were at an adv~nced 

stage to settle the matter and therefore the amount should be included in 

the project cost. M IAl had also stated that otherwise, M IAl would not be in a 

position to make the payment on sett lement wh ich cou ld adversely affect 

implementation 01 the project. MIAl further stated that thiS had also been 

~ pprov ed by the Board of Directors of M IAl after discussions ~nd considering 

allthe facts of this matter. 

2.31.B,e. The Authority, in the Consultation Paper - 22/2012-13 dated 

11.01.2012, had proposed that this amount of as 30 crc res should presently 

not be included in the project cost for the current cont rol period, 

2.31,14. Escalati ons & Contingencies: MIAl had estlrnated escaraucns and 

contingencies includ ing claims at Rs 630 crores as part of the project cost 01 Rs 

12,380 crores. 

2.31.14.a. The Technical Auditor had indicated in its report that MIAl 

estimated Rs 250 crores towards escaieuon including delay in T2 CWP works, 

elevated road, grade road, airside works & other miscellaneous works and Rs 

200 crores as claims fo r T2 cost (ant icipated claims), design service cost and 

EPC contractor overhead cost due to t ime extension of 17 months. They had 
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L&T were R ~ 122 crores. They h ~ d submitted that claims at Rs 102 crc res 

could be considered as part of project cost. They had atsc noted lhilt 

eseeiauen cost esumatee seemed reescneere. 

2.31.14.b. The Technical Auditor had noted that contingency worth Rs 

180 cecees had been estima ted by M IAL towards powl!'r charges, water 

chil rges, hcuse-keeptng works and changl!' orders, which Ihl!'Y lound to be 

reasonable. 

2.31.14.C. Howl!'vl!'r. tbe Te<hnical Auditor hild opinl!'d th il t the 

Esca lations, Claims & Contingenc ies havl!' 10 cappl!'d at Its presently enimated 

value of Rs630 crcres to avoid overrun 01project cost . 

2.31.14.d. MIAL had submined tha t considering extended timellnes and 

uncl!'rtainties involved, actual Escalation, Claims & Contingencies may be 

considered and not up imp05l'd Oflthis head. 

2.31.14.1!'. Auth ority, in the Consultation Papl!'r - 22/2012-13 dated 

11.01.2012, had nctee thil l M IAL had illre ady received claims of R ~ . 122 

Crores which does nOI include claims from L&T. in view of the Auditor' s 

recommendations, the Authority in the Consultation Paper - 22/ 2012-13 

dated 11.01.2012 had formed lhe tent at ive view that th e Technical Audilor's 

suggesliOfl of upping the t scaraucn, Claims & Conti ngencil!'s at Rs. 630 

crcres 10 avoid overrun of project cost should be accepted. 

Aut hority's views on Process-related observat ions of the Auditors 

2.32. Tile Authority had, in the Consultation Paper - 22/2012 -13 dated 11.10.2012, also 

noted the observations presented by the Technical and Financial Audit ors on Issuesrelated 

to process. These observations were fl!'lated to certain processes fol lowed by M IAl in award 

of contracts or other areas, which had not been found to be an acceptable practice by the 

Financial Audito r. 

2.33. The Authority had also noted in the Consultation Paper - 22/2012-13 dated 

11.10.2012 that both the Audncrs had stated that these process issues led to increase in the 
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i~s ues in quantitative terms. The Autho rity had considered these issues along with 

subm issions from MIAL essentially presenting certain contentions on these aspects. 

2.34. It had been noted that MIAL IS a Board·managed comp any with representations 

from MI and M oCA at suffic iently seniOf levels. It was also not ed that the most of the 

contracts in this project were already awarded and that project was under advanced stage 

of Implementat ion. Therefore, any correct ions or remedial measures did not appear to be 

feaSible at this stage of the project. In view of the Inability of the auditors to further quanti fy 

or Identify losses In monetary terms due to process issues, the Authority had found itself 

unable to take any furthe r action in the matt er. As noted in 2.3 1.8 above, on the process 

related observation where financial impact Could be ascerta ined, viz payment to Program 

Manager, the Authority had considered the issue and formed a tenta tive ~ew of the 

financial treatment on the mauer. 

2.35, On the s~ci fic process issue of site overheads not having been finalised as 

highlighted by the f inancial Auditor, the Authority had noted MIAL's submission t hat it had 

finalised site overheads for the period upto August 2013 when the Internat ional Terminal rs 

enVisaged to be ready and its commi tment that it shall endeavour t o ensure that the t otal 

cost of site overheads are wi thin the bUdgeted amo unt in the Project cost. Further, the 

Auth ority had proposed to cap the overall project cost at Rs 11,647.46 crcr es as ment ioned 

in Tentative Decision NO.1 of Consultation Paper - 22/ 2012-13 dated 11.10.2012 inclUding 

the issue of site overheads. 

Summary of discussions On Project Cost 

2.36, Based On the above, the summary of project cost that the Authority had considered 

in the ccosonencnPaper . 22/2012-13 dated 11.10.2012 (Rs crore) is reproduced as under: 

lobi. 8: Proj.d Co<I""mm_'Y, . .....Id...d for fa rm Delermln_l"n 

~~rlplion Revi'e d Cost· Coo, CO.l not Project Co,t 
Ii (Oct 20n), disallowed, presently being 
in Rs crore in R~ crOre included, in R~ cons~red, in 

cro,e Rs «Ore 
T1 Pro ects 453 54,00 399,00 
T2 Pro ects 5,083 0.60 5,082.40 
Runway,Tu iway & Aplon 32.34 1,512,66 
l1Ind' ide ro 'ect~ 40,00 
M i ~ c e lla ""O u ~ teeu 25" 485,00 
M i wom l aken over (5.4 of 24,00 
OMOA) 
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Description 

Technical servi"'" & 
Consulta neies 

Revised eo.t-
II l0d 2011), 
in Rs [rore 

Cmt 
disallowed, 
in R' crore 

Cmt not 
presently 
included, in Rs 
crore 

Project Cost 
bei ng 
cons idered, in 
R, crore 

786.00 

118.00 

684 .00 

". 48,00 

Capital e . pe nd ~u re for 
Operations 
Pre-o ratlve Expenses 

na 

'"'Cap~al is ed Int erest 
Upfront f ee paid to AAI'" 
ATC Equipments cost & 
Technica i blo<:k in NAD colony 

1,410 ,,. 
'" 

153.85 
200.00 

1,410.00 
~ 

110.00 

166,00 Contribut ion to MMROA for 
saharelevated road '" 
WHSS·S hivajl Smarak / 
Me morial 
Mlt hi River reali nment 

as 

"" 
25.00 ~ 

lSO.00 
RET NS &E2 
Enabling cost lor ta king ove r of " n" 

O.7S 
110.00 

SO.2S 
~ 

carve d out a.,et, (NAD oolony) 

Cost of se ttlement of land se 30.00 ~ 

Pro 'eel Cost 11,7S0 11,017,46 
Esca lat ion & Claim, 
Contin e n 
Total Project Co, t 

"" "" 12,3B.lJ 310.20 422 .34 

4SO.00 
180.00 

11,647.46 
~• D,,,, lIowa"ce mdud'''g d,,,,lIowa"ce of R' SO erores d'scussed ,n pO'. 2.n,s . I>o. e on the "sue of cargo 

te rminal at Sah.. and Rs2 crores dlscu'sed in pa" 2.31,7on the isoue of ,ealignmen, of drain 

, . - Disallowance of Rs 25 crore<dl"ussed in pafa 2.31.6 above on the issue of slum..habilitation and NAD 

colony development 

••• . It mav be noted tl10t , he project <ostof Rs 12,380 " ore.. submitted by MIAl ln its MYTP, wa, based 0" 
value of tlpfront Fee of R. 153,85 crores. The same has been shown as Rs 154 <rores alter rounding-off. 
However, for the purpose 01 dete rmination of total disallowances to be considered bV the A",l1ority, the full 
amount 01Rs 1S3,85 erores has been considered. 

2.37, The Aut l10rity bad no t e d in th e Consu lt a tio n Pa per - 22/2012-13 dated 11 ,10.2012 

that t he tote r project cost of Rs 11,647.46 crcres co nsidered by t he Authorjty was capped 

fo r t he cu rre nt co nt rol period but could increase in the next co nt ro l period by the q u~ nt um 

of non-indus ions (presented in t he 3 rd column in the table above] or parts thereof 

depending upon th e cornptetfon of und e rlying ~ ctivit y / evidence-based submissions. 

Furt her, t he Author ity had also noted t hat cost cor responding to construction 01 t he South­

East pie r of new Terminal Building T2~{~'~f~$~'~'~Of 13,845 sqm) was not include d in the 
~ om lr. 

project cost of as 12,380 c-ores as 

constructed p re se ntly. 
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2.38. Metro conoedivlty t o ($1 Airport : M IAL had submitted that Met ro connectivity t o 

C51 Airport, Mumbai has been on the agenda fo' MMRDA. It was first proposed to be 

provided with Metro l ine - 1. HOWf;'Vf' r t he same was postponed for Metro Line - 6, which 

was Ii~e ly to be implemented by 2021. Later based on discussions with National Facilitat ion 

COmmittee and Ministry of Civil Aviation, MMRDA agreed to pre·pone the airpor t 

conne<; tivit y to Met ro Line - 3. 

2.38.1. M IAL, vide their submission dated 04 .09.20 12, had submi tte d that M IAL 

would be incurring the cost of Rs 518 cecres to wards deVf'lopmen! of 2 metro 

stations and provision of electro-mechanical system for thiS conneClivity and M IAl 

hild proposed thai th is amount shou ld be Included In RAB for the next control 

period. 

2.38.2. Present ing the bil ckground l or the same, MIALhid stil ted that , 

"MMRDA asked MIAt to ~r t~e cosls o[ sl,u!ons or CSIA olong wi l~ 

provision o[ eltctro-m«~anicol [ocilillts to t ~e e~rent o[ l ln' o[ t~ 

eJtlmo ~ed project cost a[ Rs 10,000 crores. MIAL Initia lly did not oQree Jor 

beorinQ any cost ~owever, MMRDA was not aQreeablt 10 provjde 

connectMty unleu ~~ere wos con trll:>ullon from MIAL 

AJrer sefies oj djSC<JSlions, MIAl OQretd to /:>tor the COSI of three metro 

s ~allans, one a t Sontocrur re rmjnol Jorecourt one at So ~a r lerminol 

[ ortcourt and one In area whefe proposed Real Esrale Development shol! 

toke ploce. Esll'moted amount to be spent by MIAt Is Rs.lOO crofes per 

Sl otlon and totol Rs J 77 crores towards eltctro·mechonjcal system. 

Hence cost of two s ~o tlons In Jorecourt oj l erminols 01 Sonl ocrul and Sohor I, 

eSl imored 10 be Rs. 400 craf es alon g wllh praportjanate CO'f of electro· 

mechanical sysfem eS flmated to be Rs 118 crores, fO/ol cost f or fWOstarions 

would be Rs. 518 crores and estimated cost wiliformcost of the project. 

The proJecf ISbejng Impiem en~ ed by MMRDA and cemsfructlon oj . toflons is 

to /:>t underto"en by MIAt as per norms re be prescribed by MMRDA MIAt 

has to cont rjbure Rs. 118 crores rowards electro-mechanical system, as 

menllo ned above, f or Ihese fWD slo ~lons fa . uch confroctor a s may be 

finoJised by MMRDA Hence, Rs 518 crOftS wlJ/ be port of the MIAl project 

cost I,e. ududing cosf oj . toflon an d proparf janofe cosf of electro­
mechonlcol system petroinlnQ to the stosmn for proposed real esrote 

developmenf life. .., fl, 
." :;"''c-''~ 

MIAt has brought th4's In 1 'elJ,;,~,. 0CA.- which is a partic ipant In 

NFC meetings also, 1 ''\ 

~ /i;t-- - ---::= = 
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Work on project Is likely 10 Slort wllhin 11 year ond It Is Onllcipoted thol cost 

by MIAL wll! ~ Incurred ill lied control period starti llg Jrom F. Y. lOU·IS. 

We wish to brillg to lIotice oj the Authority that, this amount lleedS to ~ 

Illcluded ill Regulatory A5Iets Bose (RAB}/ar the purpt;Jse oj tkterrrllnotiOll oj 

torI/!. " 

2.38.3.	 The Auth orit y, in the Consultalion Paper - 22/201 2-13 dated 11.01.2012, had 

1I0ted the above submission from MIAL. From the correspondence from MMRC to 

MIAl, the Authority had noted that, "MIAt will be ~rm ltte d to retoin th e 

commercial rights at the 3 stations (after providing oreps requi red Jor met ro 

operption pnd mpinlenpnCe) for such period oj t ime to recover Rs 777 crores or till 

the end of the C!>ncession period (not exuMing}.• 

2.38,4. The above cost was not to be ind uded in t ile project cost for the current 

control period . With respect to likely investment in the next Control Period, the 

Autllority was of the tentat ive view t llat llle inclusion of th is asset in future sllould 

be subject to review of correspondences from Government of Maharashtra, 

M MRDA and Ministry 01Civil Aviat ion to th iS effect and other relevant associa ted 

aspect s, 

3. M eans of Finance Includ ing determinat ion of OF 

3,1. The project cost, considered by tile Autho rity, in tile Consultatio n Paper 22/2012·13 

dated 11.10,2012, l or t il e purpose of tariff determination and determinat ion of OF in the 

current control period, Is Rs 11,647.46 crore s, 

3.2. In view of MIAL's submissions on the issue of determinat ion of OF, to tide oyer the 

sllo",all in Means of Finance for the project, the Autllority had considered various 

submissions & related aspects in th is regard. 

3.3. M IAl had submitted the means of finance approved by Board of Directors of M IAL as 

follows: 

" enIl 3&)o. Approved Project Cost 
b.	 MePlIs p FIIIPrIl;e 

t: 
"­
iii. 

1200 

" 

4131 
1000 
l S17 

Pa~e460r l11 



Total b I ~ II ~ 11/ ~ IV 7948 
Gop to M In<!'t ourof Internal accruals, oddltlollOl 4432 
Of orldon otlltr robob~ means o / ;/non,e 10 ~ b 

3.4 MIAt, v,de theIr submission dated 07.09.2012, had submkted that they had 

continued to make seriou s efforts to br ing add i t ion ~ 1 means of finance by way of equity and 

debl. MIAL had subm itted as under, 

"This is with reference ro MYTP lor the period t v 09-10 to FY 13-14 f/~ by MIAl 

along wlrh opplleOlion for Dt _elop~nt Fee (DF). Kirldly note that MIA! rontinlltS to 

ma ke serious efforts to bring additional means of [inon(;eby way ofequity and debt, 

Recently we hod a meeting with Deputy MonOl1ing Director of lOBI Bonk, our /tad 

lenders. A great concern was shown by lOBI due to {lop In tIItOns offinotICe. He also 

enquired about determination of MYTP arid sanction of Of. 1081 hod reiterated its 
inoblMy to son,tion any furrher loon un~5S there 15 a dorityon [illOliLotlon Of MYTP 

ond adequate D5CR, 

This matter of gop in ",,"on. of finonce was di5CUS5~ in ~nt Boord Meering of 

MIAl held on 26th July, 2012, where Boord was appris~ of the discussion held with 

1081 bonk and COtlCern wa. shown by all tilt Directors MOuse of gap In m eanS 01 
finonce. All tilt promote rs including AAI ",it e rot~ tM inability tl;) bring In odditirm ol 

EQuily . 

Looking into urgency of requirements of fund s for implerMntation of the project, we 
reques t tM Authority to kindly finalise OUr application fo r DF a t the earliest. N 

Authority's views on the means 01finance 

l.S , In tke Consultation Paper - 22/2012-13 dated 11.10.2012, the Authority, in the 

Auditor's reports, had e ~amin e d each component 01 the means 01 finance, as ptoposed by 

MIAL and had proceeded to consider the ir res pective contributions wit h respect to the 

project cost of Rs l 1,641.46 crores being considered by the Authority for the current control 

pe riod. 

Quantum of Debt 

3.6. In the Consulta tion paper - 22/2012-13 dated 11.10.2012, the Autho rity had noted 

that MIAL proposed a debt of Rs 4,231 cro res as part of means of fi nance . MIAl, vide the ir 

submission dated 31.01.2012, had submitted th at, 
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3.7. MIAl, vide the ir submission dated 07.09.2012, had submitt ed that their lead bankers 

IDBI expressed inabil ity to sanction any further foan until a clarit y on finalisation of MYTP 

wasachieved as discussed in para 3.4 above. 

3,8, Further MIAl had submitted the eKtract of Its board meeling d aled 26,07.2012, 

where IDBI's response had been noted The extract is reproduced below, 

• 

CfOon d CFa informed to the Boord thot 0 meeting W05 heid with Deputy Monoglng 

Director 000 otller S#:nior officials of lOBI Bonk on 23" July 12 to eKplore possibility of 

odditionol doobr. IDSIBonk ,or~or/ro lly Indlcored thot there Will no possibiJItyof IIny 
oddirionol ckbt unless there Is clorlty on fina ilzo tion of MYTP by the regulotor. 05 

then only, a cleor picture w;1I emerge whe ther .here 15 poss ibility of additional 
debt..._._...• 

3,9. In view of the above, I he Authority in the Consultation Paper - 22/2012-13, dated 

11.01.2012. had considered debt of Rs4,231 crc res as part of means of finance. 

Quantu m of Equity 

3.10. In the Consultation Paper - 22/2012·13 dated 11.10.2012, the Authority had not ed 

the amount of equity shire cipit il crcccsed by M IAl at ns 1,200 crores. The Author ity has 

earlier discussed In para 2.31,9 above that Ihe Upffont Fee paid 10 Airports Authority of 

India Wi Sto be paid by M IALbefore or on the cete 01taking over the projeCl from amounts 

that would hive been available with them and thus the equil y contribut ion of the 

promoters was proposed to hive been reduced by Rs . 153.85 crc res. 

3.11. The Authority had further noted from MIAL's submission dated 07.09.2012 that 

shareholders of M IAL had expressed their inability for any furth er infusion 01eqUity share 

capit al as discussed in para 3.4 above , 

3.12. Further MIAl had also submitted the extract of Its board meeting dated 26.07,2012, 

where response 'rom the shareholders has been noted. The ext ract Is reproduced below, 

• 

• 
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3,13. In view of the above, the Authority in the Consultation Paper - 22/2012-13 dated 

11.10.2012 had considered ns 1,046.15 crores as equ ity capital as part of the means of 

finance , 

Quantum of Refundable Security Deposits 

3.14, In the Consultat ion Paper - 22/2012·13 dated 11,10,2012, the Authority had noted 

from MIAL's submissions that MIAL had init ialiy planned to raise Rs 2,219 crores as deposits 

from the Real Estate. Howeve r it was subsequently revised to Rs 1,000 nores. M IAL, vide 

their submiss ion dated 26.06.2012, had further submitted that there has not been any 

realisation of Real Estate security deposi ts In FY 12. Accordingly M IAL had submitted revised 

schedule of real estate security depos its, which envisages realisation of Rs 220.75 crs, Rs 

435.09 crs and Rs 344.16 crs in FY 13, FV14 and FY15 respectively keeping the total amount 

same at Rs 1,000 crares. 

3.15. In view of the above, the Authority had considered Rs 1,000 croees, to be raised from 

deposits from the Real Estate, as part of the means of f inance. 

Quantum of Inl ernal Resource Generation and OF 

3.16, The Author ity, in the Consultat ion Paper - 22/2012-13 dated 11.10.2012, had stated 

that it was of the view tha t OF is a means of last resort and hence before considering the 

issue of levy of OF, the Authority had proposed to consider the issue of ...temal accruals of 

MIAL The Author ity in the COnsultation Paper - 22/2012·13 date d 11.10,2012 had note d 

from MIAL's submission dated 23.11.2011 that MIAL had conSidered Internal accruals of Rs 

2,473 crcres towards means of fi nance and tha t th is amount of internal accruals was based 

on the assumption that the Authority wou ld approve the tariff hike proposed by MIAL The 

Author ity had further noted from M IAL'ssubmission tha t if the tariff hike was approved at a 

lower level, the amount of internal accruals will go down and MIAL had pro posed to 

accordingly increase the amount of OF. 

3.17. The Authority had noted in the Consultation Paper - 22/2012-13 dated 11.10.2012 

that the term "internal accrual" is not as such defined in the academic literature and 

Accounting Standards issued by The Institute of Chartered Accountants of India. The 

Authority, in the Consultation Paper - 22/20 - 3 dated 11.10.2012, had proposed to use 

the term " internal resource 
,....,''''I'!.. 

cont ext to comprise ta) 
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Depreciillion, (bl Deferred liabili ties l cl Profit alter Ta ~ - essentially moo ies Ihat cou ld be 

considered to be availilble to M IAt f rom its regulil r course of business operil tioos. 

3.18. Tile Authority had noted the observatioo of the f inancial Auditor that the internal 

accrual considered by MIAt were the t otal rel ained earnings, La., Profit after l ax, as on 

August 2014 and no ildjuslment hild been made for ilny non;:ash expendi ture considered in 

the same. Non-t:ish expenditure includes items such as deprecaucn, deferred tilX expense 

and any other provision for long term lIabili ly. 

3.19. The Financial Auditor had opined that the cash fund available after payment of all 

operatlcnal expenses, should be util ised for the purposes of capital funding of the pro ject 

and not just the profit as per prolit and loss account. Thus, the retained earnings should be 

adjusted to include the amount of non-cash expenses, Le., depreciation and deferred tax 

expense to determine the total cash fund generated by the company. 

3.20. The Financial Aud itor had submitted that adjusting the major non cash expenditure 

of Depreciatio n and Deferred Ta ~ , the internal resource generation can be enhanced by Rs 

1,557 crcres Irom Rs 2,464 crores (as proposed by M IAt in the MYTP submitted to the 

Aut horit y) to Rs 4,021 crc res. As per cak ulat ions considered by the Financial Auditor, such 

consideration of means of finance would not imp act the ability 01 MIAt in terms of 

repayment of loan, DSCR ratio and payment of deferred ta x liability. Therefore, the f inancial 

Auditor had proposed that Rs 4,021 crores shou ld be considered towards funding the 

project cost. 

3.21. The Autho rity had noted that Interna l resource generation as suggested by the 

financi al Auditor for considerat ion to wards means of finance had conSidered an amou nt of 

Rs 2,464 crores projected as retained earnings by M IAt on the baSis Ihat the tar iff hike 

proposed by M IAt will be approved by the Authorit y. 

3.22. For the purpose of clarity, the Authority, in the Consultat ion Paper - 22/2012-13 

dated 11.10.2012, had state d that realisat ion of retained earnings as projected by MIAt and 

internill resource generation as proposed by me financial Audilor are dependent upon the 

il cceptance of the hi ke proposed by M IAt in it s MVTP submission. A lower hike In the lariff 

wou ld recoce th e exten t of realisal ioo 01 internal resource generiltioo thus increasing the 

gap in the means of (Inilnce . The t i~r~&by M IAt is based, inler alia, on the 
..~ '9 

following elements: .. " .~ 
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3.22.1. Cost of equity 

3.22.2. Hypothetical RAB 

3.22.3. Return on Real Esta te Deposits (MIAL have proposed that this return should 

be the same as that on equity) 

3.22.4. Treatment of certain sources of revenues asaero or non -aero 

3.23. The Author ity had noted that these elements would finally be determined as part of 

tar iff determinat ion and to the extent that the quantum of these elements was adjusted 

downwa rds as part of the tar ill dete rmi nation process, it would also Impact the internal 

resource generaHon. Hence, the reta ined earnings as projected by M IAL and the internal 

resource generation proposed by the Financial Audito r might not materia lize. 

3.24. It was also stated that as far as dep reciat ion is concerned, the Authority was in 

agreement with the Financial Auditor's observation that it Is a non -cash expenditure and the 

monies would be available with the company for meeting investment requirements for the 

project . However the quantum of depreciation, in turn, would depend on the quantum of 

Capit al Expend iture, Hypothetical RAB and Oeveiopment Fee (OF) (RAB adjustment 

proposed t o be consfde red to the extent of OF in turn Impacting quantum of depreciation) 

determined by the Authority. 

3.25. The Author ity, in Consultation Paper - 22/2012-13 dated 11.10.2012, had observed 

that the assessment of gap in the means of f inance had an element of circular ity on accOunt 

of inter-l inkage between determination of OF and tariff determination (depreciation) . 

3.26. The Author ity was atsc ccosccus of the fact that the Development Fee (OF) is a 

means of last resort. In the Consultat ion Paper - 22/2012-13 dated 11.10.2012, howeve r, 

the Author ity had proposed upfront f ixing of OF, to address this inter-linkage and at the 

same time facilitating determination of internal resource generation. 
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22{2012- 13 dated 11.10.2012, had pr op o ~d to have rerereece to the wme and had 

proposed to fix the Development Fee amount at similar level at Rs. 3400 cro.es. 

3.28. The Authorrty also stated that it had an occasion to discuss the determinat ion 01 t he 

Development Fee in the context of OMDA in it s Order no. 28 {2011-12 dated 14.11.20 11. 

3.29. The Auth ority had noted the observations 01 the Comptrol ler and Auditor Genera' of 

India (CAG) made in its Report NO.5 01 2012· 13 (Performance Audit of the M inist ry of CMI 

Alfiat ion) f o. the year ended Ma rch, 2012. The Audito r (CAG) had referred to Article 13.1 of 

OMDA which states that, 

·It is expressly lNlCkrstood that the JVC shail arrange for financing andjpr meeting all 

fi""ncing reqwemenu through "'Itable debt and equity contributions In order to 

r:cmply with If> obJitJutkms ~re""der including de_elopmeM o{ tire alrporl pursuant 

10 the Masler Plunand tM mojor dewl<>pment plans.· 

3.30. CAG had further observed tha t M inistry has allowed Delhi Inte rnat ional Airport ltd. 

(DIAL) to levy and use the Development Fee (OF) which according to CAG violated one 01 the 

basic provisions 01 OMDA which was part of the bid documents. CAG had fur ther ce servee 

tha t : 

"Further, oppra""i of AERA(or Il-II)' of OF by DIAL in exerase of tire powers conferred 
by Section H(l}(b) of AERA Act 2008 fl'ad wit/rSectkm 12A o{AAI Act 1994 to bridge 

the funding gap waS a post contractual benefi t provided to DIAL which _s ~itMr 

en_isaged In the Reque st for Proposal nor InclUded untkr uny provision of OMDA or 
In the SSA, This has led to undue benefit to DIAL of Rs. 3415.35 crore co/~ed or to 

be collected from passengers using Indira Gandhi Inlernotio",,1 Airport.• 

3.31. The Authority had also noted the comments of the Ministry of Civil Aviation DO CAG 

Report and more part icularly, the Ministry's reply{comment on the Issue 01 DeW'lopmenl 

Fee. According to M inistry of Civil Aviation, 

*The ~I af ()Plltmpment Fee is under Section 22(A) of AAI Act, 1994 and was In tM 

knowledge of all the bidders prior 10 the bidding process, Henu, contrary to wlrat 

I~ CAG has sold, tM levy of Development Fee by D!Al waS nat 0 post contractual 

benefit pravided ro DIAL at the cost of passengers, Further, the levy of the 

Delltlopment Fee has beell upheld by the Supreme Court, which has already 

~xamintd and disposed of all the issue. now being rojled by CAG ill Its repo rt.• 

Order No, 29{2012·\3 Page 52 ofll1 



Authorit y had noted th~t under Section 13(lJ(~l, It is required to determine the t~ r l ff for the 

aeronautical services t~ king into consider~tlon, Inter alia, 

3.32.1.	 The capit al expenditure incurred ane t imely investment In impro~ement of 

~Irport f~cilities ; 

3.32.2. The service pro~lde d , its qu~li ty and other relev ~nt f~cto rs; 

3.32.3, The cost of impro~ lng efficiency 

3.33. Further, the instrumen t of OF is Inbuilt In the AERA Act itself. Also, the Authority In 

the Cnns ulta tion Paper - 22{2012-13 dated 11.10.2 012 had proposed to reduce t he 

ae roeaunca! component of the allowable project cost by the amount of OF to amve at the 

Regulatory Asset Base, The tariff determ inati on would be undertaken by the Authority with 

reference to RAB (with corresponding dep reciation and il pplicabH! WACq . Hence, grant of 

OF had the effect of permanently reducing the RAB and consequent ly target re ~enue 

required. 

3.34. It was observed t hat ilS far as Authority Is concerned, it Is required to discharge its 

mandate as requi red under the Act. Ourlng the ecns uneucn paper of Oelhi Airpo rt for 

eetereuneucn 01 OF --COnsult ation Paper - 02/2011-12 dated 21.04. 2011, the Ministry of 

CI~il Aviation had not Indicated any conflict between determination of Development Fee 

and OMDA. Hence, In Consultation Paper - 22/2012-13 dated 11.10.20 12, t he Authority hild 

noted that on account 01 determinat ion of Oevelopment Fee, MIAt would not be unjustly 

enr iched on th is account. 

3.35 . The Authori t y had also noted that the interpretatio n of the provisions of OMOA as 

well as AAI Act had been done by the Go~ernm en t il ccordi ng to which sanrtton of OF under 

a statu te is consistent with OMOA, The Authority had also noted from the comments of the 

Governmen t to the ceservencn of CAG, that the Government regards determinat ion of OF 

consistent with pro~isions of OMOA. In th is regards, the Authority, In the Consultation Paper 

- 22/2012-13 dated 11.10.201 2 hild proposed to fix the quantum of Development Fee at Rs. 

3400 crores as part of means of flnilnce of the project as a measure of last resort for ti mely 

comple tion of this project. It was stated that th is amo unt of Rs 3,400 crores had subsumed 
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3.36. As far as the internal resoyree generation is concerned, the AuthoriW, in the 

ccosouetrcn Paper . 22/2012·13 dated 11.10.2012 had proposed that the internal resource 

generation to be cceseeree towards means 01 Irnance by MIAL shoy ld comprise the 

follo wing: 

3,36.1. Cash balance as on 31" March 20 12 as per audited accounts: It is sum total 01 

all factors Indyding depreciation, deleHed tax assets/liabilities and general 

reserves. The cash balance is deemed to have accryed from the operations olthe 

company and eeterree tax liab ility is already subsumed in th e available cash 

balance wi th the company. The cash balance considered by the Authority towards 

internal resource generation in the COnsyltation Paper - 22/2012-13 dated 

11.10.2012 also induded the Short-term loans and advances as on 31" March 

2012 as per audited accounts 01 MIAl. 

3.36,2, Depreciat ion lor financial years 2012· 13 and 2013·14 : In line with Its 

mandate, the Authority stated th at it would determine the allowable depreciation 

on aeron;;utic;;1 RAB, Thus, t hiS amount w;;s to be determined by the Authority 

;;nd therefore aste rt;;inable ;;s part of the t;;riff determination esernse. The 

Authority h;;d atso note d that the rep;;yment of loans commences Irom the last 

quarter of the first vear of the next control period (n;;mely, the quarter of January-

March, 201S1, for an amount of ns. 200 crc res. It had, therefore, felt th;;t such 

ueprectancn amounts can be reckoned to wards means of fina nce during the 

cyr rent control period. 

3.37, The Authority had lurther considered the issue of returns On the Internal Resource 

Generation considered above. The Authority had felt th;;t deprecia t ion being considered as 

part ol lntem ;;1Resource Generation would be generated on account of assets used in the 

operat ions 01 the airport, which In tu rn are financed by debt, equiW and other means of 

lin;;nce . It was also stated that the return on the means 01 finance is f inally considered by 

the Authority as part of WACC. Further, the cosh balance is also gl'nl'ra ted from opl'rat ions 

of the company, for which means 01 finance are remunerated in terms of WACC. Thus, the 

Author ity. in the Consultation Paper . 22/2012-13 dated 11,10.2012, had proposed that 

return on the Inte rnal Resource Generat ion <an be considered at WACC. 
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3.38. Inte rnal Resource Generation along with other sources includ ing debt, equity and 

Refundable Security Deposits l RSD) forms part of the means of finance, wh ich was 

considered for funding the allowable p roj e ~t cost ;n the Consultat ion Poper - 22/2012-13 

date d 11.10.2012. As per SSA, aeronaut ical component of the allowoble project cost 

{calculated as Regu latory Asset Base) is provided a return in the fo rm of WACC and thus it 

was stated that the return being conSidered on Regulatory Asset Base correspo ndingly 

subsumed the return being consteeree on the Internal Resource Generation in para 3.37 

above. 

3,39. Based on the above analysis, the posit ion of means of finance as per the 

Consultation Paper - 22/2012-13 date d 11,10.2012 was as fo llows: 

Table 9: Gap in Mean. of Finan"" 

Mean< of Finance 

Tot. 1Proiect Co,t 

EQUity 

Debt 

Development Fee 

Re. 1Estate depo,its allocated for the pWjeet 

Internal Re;ource Gener. t ion 

Audited ca,h Balan"" a' o n 31st March 2012 0 

P, o'eCled Dep'e<iation on Aeron. utical As,et' fo' FY13 and fV14" 

Tot al Internal Re,Ou"e G. ne ration 

R' in [fo,e, 

11, 647.46 

1,046.15 

4,231.00 

3.400 .00 

1,000 ,00 

645 ,26 

50600 

1,151.26 

819,05 Gap in Me.n. of Hnance 
In' lude' the ,hort term loan, and advance' a, on :11<1 March 2012o _ 

o • • A' e, pl. ined in tile para 16 of Con,ultation Paper · 22/2012-n d.ted 11,10.2012 

3.40. The Author ity had noted that even afte r considering OF as above and the Internal 

Resource Generat ion, the re would be a gap in the means of finance with respect to the 

project cost being considered. The Authorit y had proposed not to address this gap with a 

view that M IAL would arrange for addit ional means of f inance including additional equit y, 

additional debt, higher quantum of refundable security deposits (over and above ns. 1000 

crcres already included in the means of f inance), etc. 

Rate of DF Levy 

3.41. 
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rate for int erniltionill embilrking passenger i15 vartabie (R5. 2,12&/· per embilrki"ll 

international pas5enger as per the t ilrlff model submit ted considering the date of tilriff 

r e~ision w.eJ. 01.05.2012). 

342. The Auth ority had felt that OF rate 01 lis 2,12&1- per embarking internatiooal 

pa55enger Wa5 high. The Authority had arso observed that In a secarete submission dated 

02.05.2011 with respect to determinat ion of OF, M IAL had requested lor eroeese of OF to 

lis. 200!- per embar king oomesttc pa55enger i1nd R5. 1300/· per embarking Internatioo al 

passenger. 

3.43. Vide its Order No 02/2011·13 dated 18.04.2012, Ihe Authority had determined OF of 

Rs, 100/· per embark ing dome5tic passenger and Rs. 600/ · per emtlarking internatio nal 

passenger - at the sa me rate as that previously sanctioned by the Go~ ernment, pending 

Inte r alia l urther examination 01 the project cost . It was oeservee that at these rates and 

considering the total OF Quantum proposed to be determined (Rs. 3,400 crores] and the 

traffi c forecast asconSidered in the CoosultatiOO Paper - 22/2012·13 dated 11,10.2012, the 

OF levy wo uld need to continue beyond the completion 01the project. 

3,44, The Authorit y had observed that M IAL's project is li kely to be comp leted by August, 

2014. The passenger t rallic growth at C51 Airport has slowed down over the past year. The 

Authority had also conSidered the forecast l or passenger tra ffic growth as projected by 

M IAL It was stated tha t the concept 01 determ ining development fee as a pre-financing 

measure would be 10 ideally make it co-terminus with the project complet ion, to the extent 

practicable. 

3,45. With respect to the consideration ment ioned In para 3.42 above and 3.44 above, the 

Authorit y had noted that at such OF tares, it WilS likely that the time period l or OF le~ y and 

the carrying cost would also come down , 

3,46. In ~iew 01the above ronsfce rauons, on the issue 01the tate 01 OF levy, the Authority 

had presented the lollowing options l or stakeholder consultation in the Consultation Paper · 

22/2012-13 dated 11.10,2011: 

3.46.1.	 To cont inue the present rate of OF nilmely Rs 100 per embarking domeslic 

pil55enger and R5 600 per eroeerking internat ional pil ssenger (excluding ilny talles, 

le~ i e5, etc.). 
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3.462.	 To increase the rate of OF at Rs 200 per embarking domestic passenger and 

Rs 1300 per embarking internat ional passenger with effect from 01.01.2013 

3.47. It was also stated that the Authority had considered the OF rates of Rs 200 per 

embarking domestic passenger and Rs 1300 per embar king Internat ional passenger and had 

also considered the Interest on the pro posed OF securitizat ion of Rs 780 crores as an 

expense for the purpose of determinatio n of x-tact c r in the ccos onauco Paper - 22/2012­

13 dated 11.10,2012. 

3 48. Based on the ccosieereuons out lined above on the Project Cost and determinat ion 

of Development Fee, the Authority had issued the Consultat ion paper , 22/2012-13 dated 

· 11.10,2012 and had Invited comments f rom the Stakeho lders on the same, 
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4 .	 Recent Developments (Since the issue of Consulta t ion Paper> 22/2012-13 

dat ed 11.10.2012) 

4.1. The ccosoneuon P~per No. 22jZ012-13 w~s issued On 11.10.2012. 'rhereetter MoCA 

vide it l Press Re le~se no 10 88444 dated 16,10.2012, directed the AAI to infuse mo re equity 

in MIAL and DIAL with the objective of abolishing ADF at Mumbal and Delhi Airports ~nd 

according ly submit its proposals to this Author ity. As per the MoCA's Press Release th is was 

to make the air travel affordable and to ensure that the passengers are not subjecte d to ~ny 

extra burden. Further, as per the sa id Press Release the expected l in~ncing g~p in case of 

MIAL, was expected to be approxima tely Rs. 4200 crore if the ADF is abokshed at M IAL with 

effect lrom 01.01 .2.013. 

4,2. In order to f ill the balance in financing gap 01 approximately Rs. 4200 crore, the 

MoCA asked AAI to cont ribute additional equity of approximate ly Rs , 288 «ere in M IAl. The 

Press Re lease also said that the balance in f inancing gap wil l have to be met by the Airport 

Operator 1Promoter (M IALl through infusion of thei r share 01 equity. It is noteworthy that 

when ADF was levied at Mumbai and Delhi Air ports, AAI had inl ormed that it w~s not in a 

position to contr ibute more equity in view of its crit ical financial conditio n. However, vide 

its letter date d 26,10.2012 (Annexure - I)" Airports Authority of In d i~ lAAI) h~s info rmed the 

Author ity that AAI is now in a position to infuse the additional required equ ity. 

4,3. Stakeholder meeting for consultat ion on the coosoneuon P~ per - 22/2012-13 dated 

11.10.2012 was held on 29.10.2012, Ouring th is meeting, the Stakeholde rs like lATA ~nd 

APAI had info rmed that they would be in agreement with stop page 01 OF. The stakebord ers 

atso submitted their wr itten comments / observations on the Consultation Paper-22/2012· 

13 dated 11.10.2012. 

4.4. To assess the impact of infusion of additionalluncls on the determinat ion 01 OF a. 

proposed in the Consultation Paper· 22/2012-13 dated 11.10.2012, in the light of MoCA's 

Press Release ment ioned above, the Authority wrote letter dated 01.11.2012 to AAI to 

lndlcate the amount 01 additional equity that AAI proposes to infuse into MIAL. The 

Aut hority also asked MIAL, vide lett er dated 01.11,2012, to indicate the qu~ntum 01 infusion 

to fund the project through debt. 
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4..'>. M IAl has informed the Aut hority, vide letter dated 19.1 1.20 12, (Annexure -II), that 

after detai led del iberations by t he Board of Directors of M IAL, it has been decided that 

t here is no possibility of br inging any addit iona l equity. 

4 6, Vide its letter dated 05.12.2012 (Annexure - III), AAI has informed tha t 

"AAI Boord, in principle, approved to infuse eqully of Rs. 293 Crore in MIAL, 05 and 

when [ash [011 is mode by !he Compony·, 

4.7 . For the present. however, t he Aut hority notes that the MIAL has so ta r not made th e 

cash call. The Author ity would be reviewi ng t he position in this regard peri odically. 

4.8. In view of the deli berat ions out lined above, it did not appear feas ible to bridge the 

Capital Funding gap by t he end of December, 2012 and hence discont inuance of OF w.e.t 

01.01.2013 also did no t appear feasible. The Authority brought the above position to the 

notice of MoCA. The Minist ry indicated th at it is in agree ment wit h AERA on this issue. 

4.9. The deliberat ions outlined above and the comments made by the stakeholders 

tnsotaras they pertain to the issues of projec t cost, de termi nation of OF, its rate as well as 

th e time per iod for billing have been examined below. 

5.	 Stakeho lder Com ments on the Consultat ion Paper and t he Authority's 

Examinat ion on the issues raised : 

5.1. In response to Consultat ion Paper No, 22/2012-13 , the Authorit y received several 

responses from t he stakeholders, wh ich we re uploaded on the webs ite of th e Aut hority vide 

Public Not ice No. 08/ 2012-13 dated 30.11.2012. The list of st akeho lders, who have 

comme nted upon the Consultat ion Paper No. 22/2012-13 dated 11.10.2012, is present ed 

below. 

51. No. Stakeholder IssueScomment ed upon 

Associat ion of Private • Cost of Equity 
Airport Operators (APAO) •	 Non·Aeronaut ical revenue 

•	 Refundable Securit y Deposit 
•	 Cargo Revenue 
•	 Hypothetica l RAB 
•	 OFCollect ioll Charges 
•	 Retirement Compensation 
•	 Adjustment to RAB all accoullt of OF 

oughput Charge, and CUTE Counter Charges 
ee 
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SI. No. Stakeholder 

z Airpor1S (ouncil 
lntern at",nal (AO) 

0 

0 

0 

0 

""Projett Cost 
Resulat",n 

0 

0 

0 

0 

3. 0De lhi Inte rnatio nal 
AirpOr1 Li mited IDIAL) 0 

0 

0 

0 

0 

,.	 0 

0Mumba! Internationa l 
Airport Um;ted IMIAL) 0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

s 0Bid Services Division 
(Mauritius) Limited & 0 

ACSA Global Lim~ e d , Air f rance • 
0 ,	 0Board 0/ Airline 

Represen tatives -India • 
0 

~~/~
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Issues commented upon 

RABAdjustment on account 0' DF
 
Hypothetitill RAB
 
Refun dable 5eturity De"",;t
 

•	 (ost 0/ Equity 

•	 tnternal Resourc e Gene,at lon 
Non·Aeronau tica l Revenue 
FuelThro ush ut 
Determination 0' DF 
Ope,at lonal (a pltal Expendi tur e 
Inter nal Resou rce Gene ration 
Inte rest o n DF loa n 
(o rporate Tax 
Non·Ae ronaut ical Reve nue 
Fuel Th,ou. hout 
Projett cost 

"Adjustment 0/ RABon account of OF
 
Hypothetical RAB
 
Retirement ( om pe nsation
 
( ost 0/ De bt
 

'" ( ost 0/ Equity
 
Internal Resource Gene ration
 
Up/ront fee to MI
 
Oem urrase Income
 

•	 Non·Ae ronautica l Reve nue 

•	 ( argo Revenue 

•	 fu el Throughout (ha rges 
( UTE counte r (harges 

•	 Rate Cards 
10% escalation in annual ta riffs 
DF Collect",n (ha rges 
User Deve lop me nt Fees 
Parkins for General Aviation 
DeterminaHo n 01OF 
Cost 0/ Equity 

PrOi"ct Cost
 
Tariff Propos.al
 
Projett Cost
 
Resulation ISha red TillAplI'oach)
 
OF levy
 

.~;~1tiI1 & Non ·Aeronautltil l Revenue 

~~;o"' ''''." 
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sr No . St ak l' hold er 155Ul'5 ce mme m ed upon 

• Major Dev@lopme ntPla n 

• Rul E,ta to: ,. Brlt l, h Airwaj'l • Non·AE'ronau tka IRevenue, 

• WACC 

• ProjE'd Ca5t 

• "" • Slat n8fges Ifor f1 lghl cancellalion) 

• Differential TrE'at mE' nt of IntE'm. lional .nd Damestk 
passe ngers fo r UDf 

• T.riff Illerea,e ,. Cal hay P.cific • Project C",I 

• Allet Allota tion 

• Revenue from CarSa se"'ice 

• Fuel Through out Charge 

• Tariff Structure/Rate Card 

• Period of Truing up of var iable, 

• D&M ca su 

• FRoR 

• Real Esta te 
ro, Fede r. tion of Indian • Project C"'I 

Airlines • Developme nl Fee levy 

• Single Till Approac h versus Shared Till Approach 

• Regulatory Period 

• Depreclatla n 

• All l't Allocalion 

• Hy pot het k.1RAB 

• Cost al Debt 

• Operating Ellpenditu'e 

• Non·Ae, a ,evenue 

• UDF levy 

• Cargo and Ground Hand ling service 

• Multiple Impact of Inllat ion 

• Need lor Be nchmal king 

• Engagement 01 Consult ant '" "'" n Interna tional Air • Project Cost 
Transport Association • Inclusio n of Metra cost in RA8 

• Determ ination of OF, OF levy rate and projed fund ing 

• Auet Allocation 

• Ope'a tional C. pital ExpendilUfe 

• Cost of Equity 

• Considl'ratk>n 01Upf,ont fel' Pa id by MIAlto AAI 
towards equity 

• WAC( 

• D&M costs·~~r """", Om""" "'""""' ,•••""",~ \I.~ . ough put 

I~t~: ,.. tl" Ch8fses 
l' ~.fIl Qualit t ",ices 

:\ Z 
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Issu es co mment ed upo n51. No. Sta ke holder 

0 Ta.iffStructure/Rate Card 
0 Akefll. ti.....s from UDF imple"",ntation 
0 Proposed IIl'WSlot Ch.rges
 

". Hlndust.n Pet ro leum
 0 Revision in FTC Of! retro.pect ive basis 
Co/DOration Limited
 

ia.
 Indian oil Corpor. tion 0 Annual £Sc. ration of CP Io r & 79£. whichever Is lesser 
Limited 0 ProD< . ed Increase should be on mosoective b., r, 
CONCOR Air Limite d 0 Appllcallon for approval of Initial tariff lor domestic" ca r 0 facility 

rs 0E. p.elS Industry Council Proposal not In accordance with res pect to the 
of India Autho rity's direction on Courier/ Express ca rgo 

. e rvice. 
0 X·ra y screening tariff 
0 Different ial ricin. for sa me service 

Fede ration of Indian 0 Return o n EqUity
 
Cha mbers of Commerce
 
& Industrv
 
Confede ratio n of Indian
 

re. 

0 Return on Equity " Industry Remunerating SeCurity Oepo, lt as means of finance 0 

0 Return on Inte rnal Resource Gene rat io n 
0 Allocatio n of use of Of based on actua ls rather th an 

notiona l bilsi' 
ia. Air Pas,engers 0 AAl 's addit ional Infusion of equity
 

Association of India
 0 Lac k of project ma nage me nt by MIAl 
0 Comme nts on Project co.t components 
0 Differentia l rate for landing charges on dom estic and 

internat ional passengers 

019. Zee News limited Parkin cl>" es fo r General Aviation Aircraft 
Ashley Aviation Limited • Penal Cha es for p"kin of aircraft 
Jupiter Aviation Services 0 Unava i l ab i l ~yof park ing / ma intenance .Iot at CSI
" Priliate Li mite d
 

20. 

Alroorl 
0Gove rnme nt of Ensuring ~S llntere st of Mumba i Airport passe nge rs 

Mah. ruht ra 
22. 

a nd develo " Airlines for Amerka 0 Endorsl I ATA'sv~~
 

Assocha m
 
23 

0 Cost of Equity
 " 0 Re lu l\da b~ Security Deposits
 
0 Hvpothetica l RAB 
0 Return on Intern.I Resource Gl'fle l'iltion 
0 RAB Adjustment on account 01OF 
0 Corpo .ate T• • 
0 f ue l Throug hput Cl>arge 
0 Reduction in EqUity d"'" to payment of Upfron t f .... 
0 (argo services 
0 r",t 01Debt 

zs. Airpo rts AUlhofitv of ~\.~"It~ ;!\.""'nt on accou nt of Of 
If\lha 

r ,_\ 
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5.2. As can be seen In the table above, not all th e 24 nakehclcers, listed in the table 

above have com ment ed upon the issues rela ted to OF and Project Costs. The comments 

pertaining to OF and Proje(t Cost fo r CSI Airport have been di scussed In the subsequent 

secnces. 

5,3, The views and observat ions made by th e various stakeholders (including MIAl) on 

differe nt issues, the responses of MIAL on stakeholder' s comments, t he Authori ty's 

exaenlnatfon t hereof and the Author ity's decision on the issues are summariled hereunder: 

Project Cost and Escalatio n thereof 

l.a , Stakeholder Comments on Issue No·1 

5.4. Various stakeholders have obje( ted 10 th e Authoritv's considerati on of increase in 

project ccst in case of C51Airport . Stakeholders (FIA, lATA and APAI) have noted th at t he 

Project cost submitted by MIAL for consideration of t he Authority under the M'fTP was Rs 

12,380 c-ores, which is higher than that indica ted by MIAl at the time of bidd ing, 

Stakeholders are 01 the view that such a huge increase in the proje(t cost should not be 

allo wed, 

5.5. lATA on the issue of escalat ion in ProJe(t cost stated that the steep increase in the 

project cost isa major concern. 

5,6. On the iswe of cap on the project cost, lATA agreed tha t a cap in esceratton needs to 

be placed in order to prevent runaway costs and f urther suggested that M IAL must exercise 

good project cost management and demonstrate that it has ta ken all nece ssary measures 

consist ent with good project management to keep costs with in the approved budget . 

5.7. FIA have stated as under, 

WI' is IIO teW(l rt~¥ 'ha' Planning Commission in it< 'Report of the Task Force F;lIOnclng 
Pion jof Aifportsw issued in JuIV, 2006 ~os mentioned project can of (51 Airpol'/ (1f 

R•.6,187 Crores, In November 2007, MIAL ~a d eSlimofed t~e projeCl«lSI Of Rs.'J,801 

crores as in the revised Master Developm ent Plan. However, MIAl has enlwnced m 

doim IOwarcis lhe projeCl COSl to Rs. 11.380 t rores, oul of which Rs. 1 J,(,47 crares Is 

ten to fivelV approved b¥ t~ e Authority OIl t~ e basis of InpulS p~d by the 

Tec~ nlcal and Financial oudltorN 

5,8, FI A have referred to variou s prO~;'j'~~~,~~';' ' :.' ;O:d have express@d their views that 

the Airport Operator cannot seek ~ i Cost, even if the Master Plan is 
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sought to ee rl'vised and approved . FIA further stated tha t it ii pl'rtinl'nt to note tha t 

though th e delinition of 'Ma5tl'r Plan' In the QM DA provld l's for upgradatlon, It cannot be 

con5trUl'd to keep the channl' 1open lor Increase In capital expendltu(l'. FIA have refe rred to 

clause 7.1.2 and 7.2.1 stating that, 

"Under the OMOA, MIAl i'; fully and exclu, ively re,ponsible lor l inanclal, technical, 
comml'rcial, lesal alld other rhh in relat ion to the ProjeC1" . 

5.9. FIA also raised certain queries on th l' Issue of escalation In projl'Ct cost, pre~e n ted 

below ; 

fb} What wes the business and financiol model of MIAt at the time of tile execution 

ofOMOA and SSA? 

Ic} What is the legal efficacy and values of the project cost submitted MIAt ot tile 

time of bidding? 

Id}Under whot c;rcumstances, whl' n and to whOl extl'nl con s uch diversion in project 

Cl»t bf' permitted to be re_i>l'd without complying with the requirl'ments of 

prtJd<!'nce check l'speciolly wIll'n thl're is no provision under OMOA or SSA to raise 

such cloims arjjir/9 out ofeSl:alotion In projec t cost? 

(g) Can the poss en~rs be burdened for the omissions and commissions of MIA! in 

con trolling the project cost wilen tile very ptemise of prlvatitotion of the CSI Airpor t 

reflecte d in the conc:eSlion agreements IOMDA and $SA} explicitly prohibit such 

escoiotia n ? 

5.10. APAI On this Issue commented stating as under, 

"it is noted that there was no regular monitoring by PMC during tile cOIlStructlon 

per iod, The observations of ( inanclol Auditor ma ke you feel the lock of trans,oarency 

and there were se_eral faiiures on the port of the Proj ect MOll<lge ment which led to 

tile delay of the Projl'ct by a_er 17 months and increa se in the Project cost from the 

original estimate of Rs.9.802 erores to Rs.12.380 oores. This is lotoily IIOt mCl'ptab!e 

from the point of _il!w of the possenger as the de lay has caused the Increase in 

proj«t cost ondo possengercannot be mode to pa y for fhe so me. · 

S.11. APAI further stated that costs pertaini ng to Inf rastructure li ke elevated access road, 

Mithi River widening within airport prem ises cannot be considered as pari 01 the proje ct 

cost. 

S.12 . Cathay Pac ific iubmllted that details of tile project cost were not included in the 
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r.e. M IAL Response t o 5t~hholder remmems on I ~~ue No-I 

5.13. In response to the quest ion on prudence ched of th e diversio n in the project cost, 

MIAL said that any Inference about absence 01 prudence check 15 not based on facts. 

Attach ing an annexure on r l.'a 50n ~ for the increase In the project cost, MIAL lurther stated 

*R~lons for Inc""'''' in t~ pro~t tOl t con be broadlv categarin d unlHr: 

I. Cho~ e ;'1 srope due to ro mments recei"ed from MoCA / AAI on Mou er Plan / 

Mojor Dewlopment Plan 

Ii. Cho~e In srope due to manda ted projects (Impoln1costJ 

1iJ. Delov which waS beyond the control of MIA! 

It may M noted that MIA! has toker! "'verol Initiatives to reduce the proj~t 

cost..... 

...... MIAL unlHrtooJc many vol"" englneerl~ meOs urel duriTlfJ the planning, IHsI9n 

and exU Ufion sta~s ro reduce project cost. These included 01 procurement of key 

materiols for cons trUClion by MIAt instead of fPC controctoe to sove dutieS ond 
a""rheads and b) efr,,~ n t deslfJn of the New Camman User Terminal resulting In a 

lower unit cost with respect to design copocity.. * 

5.1.. Responding to the comme nts that t he Author ity should not accept any escalation in 

the project cost, M IAL relerred to the clauses / provisions of OMDA quoted by FIA and said 

that th e clauses quoted naml.'ly 7.1.2, 7.2.1 , 13.1(01 ), 8.3. 2 and 8.3.5 are being lully compli ed 

by M IAL. It f urther stated as under , 

"MIA! remain. resp<Jn. lb~ for Jinanclol, technlcai and oil ather i)'pe. oj risks wh i~ 

implementinf1 the project. It is arronf1inf1 Jar finance for implementation of projed 

which includes Of a. permissible means as per stalure. Han'ble 5upreme Court hos 

already decldtd til<> right oj MlAt to utilize DF to meet port of til<> capital cost of 

pro~t.· 

5.15. Responding to FIA's questi on on burdening the passengers for omissions and 

w mmissions of the airport ope rator, MIAl refuted any claims of having benefitted from the 

project cost escalat ionsand st at ed that, 

......... neithe r lltere is any additional /wrden on PQssenf1ers nor there is ony e}(fro 

benefit to MiA!. AllnjOlions oboUf omi..ion. ond commissions of MiAL art wrong. 

Increase in project cost Is not due "'" I.' on port of MiA!. Each and 1.'''''1)' 

tnaeose in the project eesr has nd is due ro volid and justified 

rea.ons." .:';' ,~
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5.16. MIAL relponded to the FIA query on the b u~ ine~ l model of MIAL at the time of 

bidd ing as under, 

'Su.lness aoo financial mod~ of MIAL at the (Ime of executian of OMOA 000 SSA 

wtI. bosed upon rhen the esrimoted projecr cosl and provislOM of OMDA. S5A ond 

omer Project Ag,um<!nls. The same has undergone revi.ion. d~ ro c/longes In 

underlying assumption. W 

5.17. R e~ponding to the above comments, M IAL stated that selection 0/ developer in 

respect of privatl lation 01Mum bal Airport was Irrespective of tile project cost and increase 

In the project cost bas been explained by M IAL in its earlier submissions t o th e Authority . 

MIAL stated as under, 

'The crl(erla for selection of develo,w, in re'P"c1. of priwrlzation of Mumbol and 

[)t lhl oirports was hlgllen '<!Venue s/lore proposed by (lie Bidder, which has (0 be 
paid by the JVe (0 MI, irrespective of tile project cast. Increose in rhe project C05t 

hos already been fully " xplolned and Justified by M Il\[ whil" giving Irs response to 

oudil r"ports of Flnonciol and TechnicalAuditors appointed by (h" AU(llorlty thrDullh 

M I. FlJfrl>er, every r~ion in project cost has b"en approved by the Soard of 

Directors of MIAL, w""", AAI was 0150 represenled IhrolHJh it. nomlMe dire"OfS. 

MaCA, MI ond tile Authority have been kept fully apprised, from rl"". ro rime, of the 

developments ,eloti"" to change. in project cos/. W 

t.c. M IAL's own comments on Issue No-I 

5,18, Apart from responding to the stakeholders comm ents, as above, M IAL has also given 

us owo comments on the Consultat ion Paper pertaining to this issue. It has commeoted as 

under, 

5,19. On the Issue of disallowance of Project Cost, MIAL have submitted the ir (ommeots 

on the follOWing issues 

5.19.1. TIC Hotel- M IAl stated tha t based On Its undemanding of OMDA provisions, 

M IAL have conSidered TIC hotel asTransfer Assets. Howe~r view of the Autho rity 

that the TI Cholel is a Non-Transfer Assets has to be confirmed by AAI. 

5.192. Contract price for Program M anagement Consultanl - MIAL stated th ~ t 

Subsequent to their submissions in the response 10 the audit report of Technical/ 

Fin~nci ~1 Audl to,~ , il was confirmed by Technical Audi tor that the disqualificat ion 
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01 publiC tenders, (i) any financial quote of disqual ified bidders is not even op ...ned , 

(ii) any post bidding oU...r by any unscccesstcr bidder is squarely rejected though it 

could be argul'd that such 011...( should be t aken Int o consid... ration to reduc... cost . 

5,19.3. M IAL l urther stated that according ly, MIAL was ful ly justified to ignore bids 01 

disqualified bidders and move on 10 ne xt bidder and it has also not been 

established that MIAL has overpaid. MI AL also sta ted thilt it is pertinen t to 

m...ntion that CH2M Hill is iI Ieading project milnilgement consultant In th e 

Industry and its select ion has been done on an i1rm 's length basis. 

5.19,4, In view 01 the above, MIAL eequ...st ...d th ... Authority to kindly include the 

proposed disallowance 01 Rs. 48 crs. as part of the project cost 

5.19,5, Drain Realignment - MIAL in their response to Consulta t ion Paper - 22{2012 ­

13 dated 11.10.2012 submitted Ihe dra w ing and sta ted th at It is qu ite evident that 

covering 01 the Drain at point C1 w as essent ial and unavoidable, In order to 

construct approach to at -grade road port ion as a part for elevated road. M IAL 

further st ated tha t this requires the exist ing road to be re-routed so that II passes 

over the d rain and t hus necessitating covering 01 the drain at this poin l (1. In the 

case 01 C2 and 0, the coverings 01 t he drain we re absolut ely essential l or 

t ransporta t ion 01 materia ls Iro m batching plant to Ihe construction site of the 

terminal. 

5.19,6, MIAL further stat ed t hat in view of a bove, it is Clear that drain realignment 

and coverings were requi r l'd t o Iacmtate const ruct ion of Aerona utical Asset s r.e. 
t he access road system and t he t erminal. Thus, the amount of Rs ,2 crs. should be 

aBowed. MIAt further stated that it may be kindly observed t hat Techni"'! Auditor 

has conlirmed t hat it is just ified to include the abov e expense in project cost. 

5.19,7.	 LandSldo:o Proj<:'tls - MIA L o bserved that t he Technical Al>ditor has est imated 

th e cost of tandside works at Rs. 40 crs. (as against Rs. 41 crs. submitted by M IAL) 

but has not provided any reasons lor the same. MIAl has f urt her stated tha t MIAL 

have made availab le all re levanllnforma tion, documents and just il lcat ions 10 the 

Auditor In respect of landside works , MI AL requested the Auth or ity to Include Ihe 

amount of Rs. 1 cr. 
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5.198. Airport Ground l ighting l or RET E2 - MIAt stated that the Financial Auditor 

bas wrongly comp~red the e~tima tes for two different taxiways El and N5. MIAL 

also subm itted tha t tllfo provision for ,equlrement of AGL rs project specific and 

can vary bet ween projects depending on the nature, scope and requirement of a 

given project . MIAL fu rther stated that prov iSion for AGl in the est imate fo r RET E2 

was made based on the technical requ ireme nts and therefore cannot be 

compared with AGL provi ~ io n fo r RET N5, M IAl further requested the Authority 

not to exclude Rs , 0.75 cr. f rom th e project cost , 

5,19.9. Penalty paid in r e~p ect of relocation 01 police stat ion - MIAL submitted tha t 

the old Saha r Police Statton wa~ tocated on the footprint of the New Common User 

Terminal and had to be relocated. Relocation of th e police nation Irom Sahar was 

an enabl ing project for New Common User Terminal. Delay in ccnstrucncn of 

terminal would have reSulted in significant cost escalat ions including Increase in 

i n te re~ t during constf\lction. MIAl further stated that permission f rom relevant 

authorit ies to relocate the police station was gran ted after a delay of more than 

eight mon th~. It was essernrat to complete this project no SOOner ~ uc h permission 

was available to facilita te const ruction of terminal. M IAL further stated that 

~MIAL opplied for ~rmisslon to MMRDA ond got pe rmiSSion of upto plinth 

~I. The perrrn"ion ~yor>d plinth level wos delayed , MIA t hod two 

olternotlws, either to Ii} stop wor' and conseq uent ly delay comp/e rion of 

term/nol, Or (Ii) to complete construction of police s ta tion In ontk lpalion of 

approval from MM RDA to focilirote timely comple tion of terminal. In the 

Interest of controiling costs, MIAt deCided to proceed with the construction. 

Decisionof MIAL wos ra tional and!ustlfied, 

MIAL monogement took a conSidered view of the iss"", e~pectinq wovier of 

penalty by MMRDA ond took 0 well considered decision, to complete the 

police station at the earliest to pre_ent escalation In project cost" 

5.19,10. aase c on t he above considera tion, MIAL requested the AUlhority 10 consider 

t he penalty of Rs. 0.60 crore. should ~ considered as part of the project cost as it 

was p~ id to avoid poten tially larger cost overrun 

5,20. On the rssue of Capping of project cost and assoctatee escalation and cont ingencies, 
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ot her governmen t authorities, and other contingencies. MIAL further request ed the 

Authorit y not to cap the Escalation, Claims and Contingern:ies at Rs. 630 crcres due to 

similar reasons. M IAl also requested the Author ity to true-up anV cost Incurred in the 

present control period concerning Rs. 422.34 crores towards projecn not considered bv the 

Authority for the present control period. 

5.21. MIAL has also requeste d fOf allow ing the Interest During Const ruct ion for t he 

addit ional debt to be raised bV th em towards the gap In means of finance, left bV the 

Authority, as part of the project cost. M IAL stated that, 

•.... , t~ ,o rr~,ponding Int~r~s t during com/ruction (IDC) On account of 'uch d~bt 

, hall have to be ,op iro/iz~d and , hOII form part of the project cost. w~ r~q~lt I~ 

Authority 10 ollow for ' ueh odditionol lDCcosts, if ony, to be included0' port of I~ 

project CO$/,· 

I.d . Authoritv' s h amlnatlon of tssue No-I 

5.22. The Auth ority has considered the rerereece to clauses in OMDA, as highlighted bv 

FIA, and has not found anv warrant in OMDA regarding prohibition of cost escalation. 

Furthermore the AuthoritVhas gi'len detailed considerati on t o the relev"nt clauses In OMDA 

in paras 1.3 above, 2.31 above, 3.27 till 3.35 above and 5.74 below 

5.23. As discussed in the Consultat ion Paper . 22/2012-13 dated 11,10.2012, the Author ity 

has considered the det"iled reasons for increase in the project cost from Rs. 9,B02 crc res to 

Rs. 12,3BO c-eres and has atsc outli ned the s" me. The Authority has taken Rs 9,802 crores 

as the starting point of its analysis. This Is In consonance with SChedule 1 of 5SA, wIl ich 

states that • ...AERA will accept the Master Plan and Major Development Plan as reviewed 

and com mented bV the GOI and will not seek to question or change th e apprO<lch to 

development If it is consistent with these plans..." . The Authority has given due 

considera t ion to th is provision . It, t herefore, does not feel th" t the project cost of Rs 6.187 

r rcres, mentioned in th e planning commission document of July, 2006 would be appropriilte 

for thi s purpose. Inasmuch as th e Governm ent hild taken the figure of 9,802 crc res as 

relevant for the purpose 01est imate of project cost as well as th e determination of OF vide 

its leiter dated 27.02.2009, The Authority. the refore, after full analvsis of the facts 
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5,24. The Aut horit y has capped allowable project cost at Rs. 11,&41.46 crorn including a 

separate cap for th e costs not included in the allo wable projec t cost for the current control 

period at Rs. 422,34 ercres. The Authority had also clearly indicated In the Consultation 

Paper - 22/2012-13 dated 11.10.2012 tha t the Cilp of Rs. 422.34 ceres on costs not Included 

in the allo wable project cost for the current control period is subject to fu rther review In 

terms of completion of "nderlying act ivit ies or evidential docum ents support ing this 

e~pe ndi tu re . At any rate, afte r the comp letio n of the project, in t he event th at t he f inal 

project can comes below the total allowable project cost of Rs, 11,647.46 crcres, the 

Authority would take into account such lower project cost , as fina lly audit ed and certified, 

to be eligib le for calculat ion of aeronautical t ariffs. 

5,25. The Authority has noted the comments made by M IAL on th e Cons" lt at ion Paper ­

22/2012-13 dated 11.10.2012, present ed in para S.19 and 5.20 above, on the components 

of t he project cost namely, H C Hotel, Contract price for Program Management Cons" ltant, 

Drain Rea lignment, Landslde Projects, Airport Ground Lighting, Penalty paid in respect of 

re locat ion of police station and the rssue of capping the project cost and associated 

escalatio n and contingencie-s. The Auth ori ty' s re~on ses to M IAL's comments on the project 

cost are, as "nder, 

5.25.1.	 nc Hote l - In th e Consult ation Paper - 22/2012-13 date d 11.10.2012, the 

Authority had indicated that it wou ld not include the cost of th is project of Rs. S4 

ecres from the Regulatory Asset Base (RAB) on the ground that the hot el appears 

to be in th e nature of a non-transfer asset, It had also indicated that srnce thi s is 

an impOrtant Issue, having financial implicat ions, it would need to be considered 

after taking into account the com ments of AAI/MoCA. The Authority has not 

received any comments f rom AAI / MaCA on this esoe so far . As and when f inal 

view of AAl/MoCA is avai lable, the Authority would be in a position to deCide the 

treatment to be give n to the e ~dus ion or inclusion of Rs. S4 crorn . The Author ity 

also notes that if the hotel were to be giVi!n away to i1third part y, t he tr ansaction 

would need to be transparent alK! at i1 rms-length so as to realne full economic 

and commercial value of the hotel (which may not merely be Rs. 54 crc res], 
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5.25.2. Contract Price for Program Management Consultant: The f inancial quantum 

proposed to be di~lIowed on this account is Rs 48 croees. The Authority has given 

its detailed reawning for disallowing thiS cost in Para 2.31.8 above. As already 

noted by the Autho rity, this has been one of the process issues fo r which financial 

quantifica tion by the Financial Auditor. The Auth ority also weighed the opinion of 

the Technical Auditor that the disallowance may be limit ed t o Rs 2.07 Cfores(and 

not Rs 48 crores). The Auth ority hasalso noted that the AAI has also supported the 

exclusion of Rs 48 crcres. The Authority has constderec all the abOVl! and, in its 

best judgment, does not find any reason to alter its l!arlier de-cision of 

disallowance. 

5.25.3.	 Drain Realignment : On th iS issue, the amoun t of Rs. 2 "ores was prcpcsed by 

the Author;ty to be disallowed while calculating the allowable project COSI. The 

Authority has also given detailed reawning for its disallowance In Para 2.31.7 

above, eesec on analysis of the ob5l'rvations of the Financial and Technical 

Auditors. The Authority has also rmted that according to M IAl , the drain 

realignment and CQV£'rings were requi red to facilitate construc tion of aeronaut ical 

assets. The Aut l\ofity, howeV£'r, was not persuaded to regard this expendlture 

itsel f as a part of aeronaut ical assets and had prop osed its di sa llowance. It has no 

reason to alter its earlier tentative decision to disallow thi sexpenditure. 

5.25.4.	 LandSide Projects : The purpose of appo intment of either Technical or 

Financial Auditor is to primar ily ascertain the reasonableness or otherw ise of the 

cost incurred on the project with due regard to the specifications and the 

procedure of execut ion. The TeChnical Auditor, with his wide ranging experience in 

the construction field, Is expected to esti mate if the costs incurred are reawnable 

and commensu rable with the quantum and I or nature of wo.-k done along wi th 

other parameters like quality, etc. The Technical Auditor had est imated the cost of 

landslde work at Rs. 40 "ores being reasonable . MIAL it5l'If has stated that it has 

made available the relevant Information, documents and justifi cations to the 

audttors in respect of landside works. It Is thus clear t o the Authority that based on 

all the relevant data and 
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experience specifically relate to the airports_ It has also concurred with the op inion 

of the Technical Auditor. Author ity does not find any fur ther ground to Include th is 

cost as an allowable project cost. 

5.25,5 Airport Ground Lighting (RET E2): The disallowance proposed In the 

Consultation Paper - 22/2012·13 dated 11.10.201 2 on this account was Rs. 0.75 

«ere. This was based on the views of both the Technical and the Financial 

Auditors. AAI also has opined that the Authority may agree with the observations 

of the technical audit or, The Authority note s that MIs ElL as well as M l have wide 

ranging experience In consuuctton works. AAI hasspecific experience pertaining to 

the airporu . The Authority , therefo re, does not find any reason to di sagree wi th 

the opinion of the exper t bodies, 

5,25.6. Penalty paid in respect of Relocation of Police Station: The amount of 

disallowance proposed In the Consultation Paper - 22/2012-13 dated 11.10.2012 

on thi Saccount was Rs. 0.60 crore. M IAL has giW'n the background of the delay 

caused in relocation of the Police Station owing to which it has attracted the 

penalty. The Author ity notes that M MRDA gave part permission upto plinth level 

and according 10 M IAl., permission beyond plin th level was delayed. MIAL has also 

stated I hal il expected waiver of penalty by MMRDA. MMRDA has nOI found I his 

case fit for waiW'f of penally. There is, therefofe, no reason fo r the Authority 10 

include th iS amount ln the allowable project COlt, thereby Indirect ly allowing the 

waiW'f which MMRDA has not found fit to grant. The Authority thus is unable to 

reconsider it searlier decision of disailow lng Rs. 0.60 crore f rom the project cost. 

5.25.7.	 It could be seen that the total proposed disallow ances In the project cost on 

account of allthe above 6 items comes to Rs 106.3S crcres. Of these, the Authority 

had indicated that the fina l treatment for the hcter and inclusion I non·inclusion I 

disallowance In RAB can be given effect after considering Ih e comments of MIl 

MaCA on th iSissue. The Authority has also noted Ihe views of other stakeholders 

regard ing the esca lat ion in th e project cost from Rs. 9,802 crores to as. 12,380 

crc res. The Auth ority feels that its tentat ive decision to exclude the amount of Rs. 
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5.258. Cdpping of Project Cost - Out of variOus issues highiighted by th e Technical 

and the Financial Auditor, t he issue of the proj ect cost not being capped during t he 

bid ding stage and execut ion stage was an important one. The stakeholders have 

also commented on this aspect tha t the project execut ion by M IAL proceeded 

with out any cap on the project , The Aut hority, t herefore, afte r t he full 

considera t ion, taking into account all t he facto rs had proposed to cap the 

allowable projec t cost at Rs,1l,647,46 crores. It has separately proposed capping 

of th e cont ingencies at Rs. 630 crores to avoid further overrun of the project cost. 

The Author ity expects that M IAl should expedite complet ion of the project and is 

unable to accept MIAl's request to allow the project cost beyond the cap of Rs, 

11,647.46 crores, 5pecifically, noting tha t thi s itse lf represents an escalation of 

aro und 19% over and above the init ial cost of Rs.9,802 crcres. 

5.25.9, The Auth ority has not ed the submiss ions made by M IAL on 10.12.2012 

regarding the slum rehab ilitat ion agreement with Housing Developm ent and 

Infrastructure Limited. The Authority had considered the amount of Rs 110 crores 

and Rs 25 crores as part of the costs, which were not proposed to be considered in 

t he current cont rol period on th e ground that th ese amounts were to be 

reimbursed to M IAl by HOllo M IAl , thro ugh its subm iSSiOn dated 10.12.2012, has 

requested the Authority to consider that th ese costs wi ll need to be incurre d by 

M IAl and accordingly needs to be considered as part of the project cost. The 

Aut hority has noted tha t MiA l has invoked the Performance Guarantee , detai ls 

whereof have not been provided in th e submiSSiOn. The Aut hority has also noted 

fr om the Submissions that th e matter is sub-judice and hence th e Autho rity will 

Consider the matter based on the final judgement of th e cou rt of law. The 

Aut hority notes th at the amount of Rs 135 crcres {Rs 110 crcres plus as 25 crores) 

is included In Rs 422.34 crcres that is not included in the said cap of Rs 11,647.46 

cro res of the allowable project cost for the current control period. The Authority 

has already given its considera tion to the issue in para 2.31.6 above tha t so far the 

agency to execute the project as well as th e use of land that may be freed Irom 
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(re$ulting in fr eeing up of I~ n d un derne~th fOf ~Itern ~t iv e use by M IAL, for purpose 

li ke aeronautK;al or other) can be considered on ly thereafter, 

~.2~ .10, As regard s the rssce of additional debt, to be raised by M IAL to wards the gap 

in the means of f inance, and Its impact on the pro ject cost due to capitatiled 

interest on such ~ dd itlo n~1 debt 15 w ncerned, the Authority is of the view t h~ t this 

rswe will be considered as ~nd when such addltjonal d",bt is r~ised by M IAL ~ nd 

the evident ial det~ il s ther"'of are produced to th", Authority . II will also consider 

appropriate treatm",nt tha t can be accorded to this component aft er stakeholder's 

consultat ions. However for the pres"'nt , t he AutlKlr ity would like 10 continue with 

its proposed cap on th e project cost. 

~ , 2 S.1 1. The Aut horit y has specifical ly noted that the amoun t of Rs. 422.34 crc res was 

not propo sed to be disallowed but was not conSidered in the allowable project 

cost In the current control period pending comple tion of underlying activity I 

evid ence-based submissions. Based on t~ documents, if and when presented by 

M IAL, regarding Incurrence of expendl\Ure on items inclu ded in Rs 422,34 crores 

during the current control period , the Authority afte r review wou ld make 

appropriate decision on includ ing such items In th e euowa ble project cost for the 

current control period. 

Requirement of $t akehold er consulta tion on Master Plan I Major 

Development Program 

Il.a. Stakeholder Comments on l$sue No-II 

S.26. Stakeholders have expressed th~ t ch~ n ges or modifi cati ons to the MaSler Plan I 

Major Develop ment Plan m~de by M IAL sho uld hav", been presented to the sta keholders for 

consultation beto-e being i n c orpo r~ ted ~ nd implement ed. 

S.27. FIA have referred to provisions of QM DA for requirement of stakeholder 

consultation on deviat ions f rom th e M~ ster PI~n . FIA stated as under, 

•....../t Is0150 noteworthy that unrler Clause 8.3.2 oj OMDA. any signirICOnt de"iotiofl 
in the Moster Pion fmm the Initial Devela ent Plan needs to be fully e .plal~. In 

the prese nt case, MIAL has Jalied to ,.,~J he Slo ;,ehohle"for revisilttJ ilS 

Master Plan, Howe"" r, e""n un ( ·6 'I' 8.3. !siDn for incrtoS#! in cop/tal 

expe nditu,e has been mode in" .. rsuc '\ 
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5 28 Ca th oY Pocilit stated tha t t~re is no pr ior detail on the Most er Plan and Major 

Development Plan nor public diKussion or ccescrtattcn among the airpo rt users. who 

eventually are t he stakeholders that need to bear t he costs. It furt her staled thaI t he Major 

Development Plans, having a value in excess of INR 100 crcres, have not been diKussed 

wi th international airlines or the membe rs of BAR Iindia) as is requ ired under Section 8.4.1 

of OMOA. 

lI.b. MIAl'$ Response t o 5ta keholder Comments on Issue No-II 

5.29. Responding to the above commen ts MIAl has referred to t he provisions of SSA and 

OMD A. which provide that th e Authority w ill accep t t he Master Plan and Major 

Development Pion as reviewed and com ment ed by the GOI. MIAL stated as under, 

"Schedule 1 o/SSA lis'. !he Principh>s of Torift Fi~otion. One aI/he prlndple5 i. thot 

the Au!horlty will accept tile Molter Pk", and Mojor vellelopment Pion 0' reviewed 

ond commentM b~ file GOT. The ,e/evonf provision in SSA Schedule J is reprodvced 

beiowfor reody relerence: 

"Moster Pkln ,,,,d Major oe_elopment Plan" The Authority will accepf the Moster 

Plan ond Mojo r C!¥velopment Plans o. reulewed and rommented b~ tile GOf ond will 

not ~k!o ques tion or change the opproach tc development if it i. ro",i.tenl with 

these pions. Howe_er, the Autharity wouid hovE" Ihe right to essess t ile efllcie nc ~ 

with which copl/a! e~p en d l/ure is under/ a" en.• - (underline tJdded) 

It moy be noted tha t the MtJSl er Pion ond Mojo r Development Pion no_e been 

reviewed tJnd commenfed by AAI/MoCA, A.l indictJ ted in pa, tJ 1.S and 1,26, Technicol 

tJrId FinondtJl Audi fors, oppalnrecl by AAI on the req<ltst 01 the AUfhority, htJve tJiso 

scrutinized fhe prOjecf cost and submiflM their respeeri_e comments fO fhe 

Authorlly, Con.ulfation wil h all file >fokeholder5 was porI ol lhe deve lopmenf of fhe 
MOller Pion,• 

5,30. On issues related to st akeholder consultation for Master Plan and Major 

Development Plan, M IAl is of the view that due compliance has been met by M IAl and 

stated as under, 

......... Orlq/nal Master Pion wos submilled in September, 2lXJ6. While fhis MOller 

Pion was prepared extensive conJ ullotion was undertaken wilh all stokehoider). 

Subsequent changes / modificat ion to Moster Pion took place eith er due to 

compliance wilh comments of MoCA / AM or rc implement ma ndot ory projects, 

Hence, any allegation about lock of 'Q,,,ul'a llon is unfounded,• 
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Il.c. Authority's Eumination of Issue No-II 

5.31. The Author ity has considered the commen ts made by the stakeholde rs on the 

requirement of consultation on the Master Plan and Major Development Plan and has 

studied M IAL's response to them . 

5.32, The Authority has already Indicated above that it has taken Rs 9.802 «cres as the 

project cost as the starting point . The comme nts of the stakeholders regarding requirement 

of stakeholder consultation appear to perta in to the escalation In the project cost from Rs 

6,187 Clores {July 20061 to Rs 9,802 crcres. As far as the escalation from Rs 9,802 crores to 

Rs 12,380 crcres Is concerned, AERA has eumlned the different elements thro ugh 

independent financial and technical auditors, made thei r reports available to stakeholders 

for informed comments, and through its consultation paper gave adequate opportunity to 

the stakeboid ers to comment on the same. 

Issue 1'11 0 · 111 .	 Process-related issues in planning and imp lementa tion of the protect as 

evidenced by the Financial and the Technical Audito", 

m.e. Stakeholder's comments on Issue 1'110 -111 

5.33. Stakeho lders have referred to the findings of the Technical and Financial Auditor, 

which highlight process-retarec issuesIn the implementation of the airport project. 

5,34. fl A have referred to a number of observations of the Technical Auditor and the 

Financial Auditor and stated that, 

•.....rev~w of olld!1 rewrl$ of financial (Ved Join and A~ o cio re$' and lechnlCQl 
(ffl9ineers Indio Umited) ouditors indicate that escalation in the proj«t cost Is 

otlributol* to co~ual approach of MIA t towards management and monitoring of 

project. The olldito", have raised certain key woes......• 

5.35. lATA noted that both independent auditors have foun d tllat process Issues and 

project management failings have led to aVOidable increases In project cost , lATA also raised 

certain issues state d as under, 

-, The rondom bosls thor MIAL used in negotiotinQ with successful bidders without 

developing 11$ own cost eslimares lor meaningful comparison with thfo sub· 
controcrors'quote •. 
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• Change in Qpproach jor CQn(racting aj [ PCworks ajtrr awarding Ihr CQntrQcf Ird 10 

fhe CQn(rQCfcost to be open ended. 

• For the progrom mQnogrr cost, MIA! opted 10 poy On QmOllnt lhot was 15" ~ 

per onnllm fhon the lowest bidder, 

• MIA! hodjailed on °nllmber ajOCCOSKJIl5 tQ camm""kole key i",reuses in CD5U to 

its SOQrd, AAI and the Ministry Qj Civil AviQtlan.· 

5.36, lATA further stated tha t it is unf" ir to make the users p"y for th e f" ilure of the 

airport to cont rol project cost and to carry out prudent and sensible projett management 

that is to be reasonably expected of any m"jor pro ject eXf'(ut ion. 

5,37. APAI also stated that there was no regul"r monitoring by PMC during the 

construction period and the observat ions of fin" nc;,,1 Auditor made them feel the lad of 

transparency and sever,,1 taneres on the part of the Project Ma nagement led to the delay of 

the Project by over 17 mo nths and increase in the Projett cost from the original estimate of 

Rs,9,B02 crores to Rs.12,380 crcres. APAI further stated that this was not acceptable from 

the point of view of the passenger as the delay has cauSf'd the increase in project cost and a 

passenger cannot be made to pay fOf the same. 

5.38. APAI also stated that the eeau relating to infrastruct ure like elevated access road, 

MITHI river widening Within airport premises, etc. to tali ng to Rs.650,OO crores cannot be 

considered as part of the project cost . 

5.39. Cathay Pacific no ted t hat both the independent auditors, recnnrce: Auditor and 

fin ancial Auditor, have slated that the process Issues and project management failures have 

led to avoidable increases in project cost. Ca thay Pacific further submitte d that while the 

Authority could impose penalt ies for the airport's failure to del iver th e service quality by 

agrl'ed timeline, it has not taken act ion to address the failure In effecti ve project 

management that has a huge implication on the Industry's cost . The manner of selection of 

the EPC contrac tor and the failure of MIAL to carry out Its own assessment of the project 

cost is questlcnabla. This resulted in ineffic ient bid process and a faulty evaluation. Such 

negligent and unprofessional bidd ing process ca nnot be accepted and the cost of such 

Ianuee cannot be quant if ied. 

Ord"r No. 29/2012·13 
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p roce~~es followed by M IAL in the selection of vendors and award of w ntracts were not in 

wnform ity wi th best market pract ices. These reports In no uncertain terms suggest Ihat 

M IAL's inef ficient handling of the project is chiefly responsible for the exponential increase 

in the project cost. Board of Airline Representative (India) further stated that AERA has 

chosen to ignore the same and proceed with the proposal made by M IAL, thereby not 

fulfilling its ~atu torv functi ons. 

5.41. Board of Airline Represent at ive (India) further submitted that condoning these 

lapses wou ld tantamount to rewarding the airport operator for its ineff icient handl ing of th e 

project at the cost of the passengersand airlines. 

5,42, British Airw ays noted that it does not appear that MIAL have managed their project 

costs well , incurr ing multiple project cost over runs, seemingl y down to poor management 

of t hese project s. British Airways further submitted that it is not r ight that Briti sh Airw ays, as 

an airl ine custo mer of the airport, should be made to pay for th e failure of the airport to 

control project costs. British Airways further submitted th at th e airport needs to have some 

risk associated with their project management; it cannot be fully Insulated from the cost 

over runs associated with poor management discipl ine and practice. British Airw ays 

proposed that it would be usual for the regulator to form an independent view of the 

ettectrvene ss of the airport' s performance in this regard, maybe through the use of 

independent auditors and then dlsaUow th at proportion of the project costs th at were 

aVOidable. The RAB could then be adjusted downward to ensure the airlines are not funding 

inefficiency and bad practice and the airport Is encouraged t o 'up-its' -game' In relation to 

project management . 

ru.e. MIAL's response to Stakehold er's com ments on Issue No-III 

S.43. Responding to the comments from the StakehOlders that MIAl has tcncwed a casual 

approach in implementation of t he project, MIAL referred to th e processesand procedures 

followed by MIAl in dealing wit h project cost escalation and said that all t he escalations in 

th e project cost are approved by its Board . 

· /n all su<:~ comple~
 

unavoidable. From t~e
 

ere mode In accordance 
component out~ ority . Deve~ 
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~x~wtkJn . MIAL h<Jd to make chong<" durift'J th" u K ution .tog<' to odd,,,..grolJlld 

' eolitl"•. Ho wever, ch<Jnge. W<!'e approved o. pe' W<!/I laid out procedu~ 05 
explained bekJ w, 

A. pe, Boord ,e",lution doted 2Bth Ap,i/2006, MD oj MIAL woo ou th<Jrlsed to toke 

decl,ions for executl"'J the prOjKt. 

There i. a robust and welle.tobli.hed . ystem in place to deal with ch<Jnge In leope or 

otherwi.e during exe(ulion oj the pmject o. detailed below: 

i. A change committee ho. been con, rltiJted by the Managing Olrector to scrutini.e 

and rKommend I approve OIly chonge. Committee compri,e. oj member> from 

Projed" Finance and Procurement deportment. 

ii. A deta iled procedure Jar 5crutiny and approva l of change i, enclo.ed a. Annexu'e , 
iii. Committee meeting. are held regularly and deci.lon, are minuted.· 

lII.c_ Authority's Examinatio n of Issue No-Ill 

5.44, The Authority has conSidered the comments made by the sta keholders on the 

process-related Issues in implementation of anpcrt project by MIA L. 

5.45, Based on Its review of the audit reports subm itted by both the Technical Auditor and 

the Financial Auditor, the Authority has taken note 01 the key Issue. regarding the project 

cost, which were pointed out by the auditors. The Authority note s that wherever it was 

possible fOf the Authority, based on mese reports, to Quantify a monetary value, it has given 

due consideration to either allowing or disallowing . uch monetary value. However where 

the Financial/Technical Auditors have not Indicated any monetary value attr ibutable to the 

key process related issues, the Authority has not made any deduct ion. on this account. The 

Authority also notes that MIAl is a Board-managed company having semor level 

representations both from I0Io1as ~II a. MOCA and that the project cost . ubmitt ed by MIAl 

for con.ideration towards tariff determination has been approved by the Board . 

5.46. The Authority has also noted that the works on the project com menced aft er 2006, 

when the lease was granted in favour of M IAl. The project ts not yet complete. It rs t argeted 

to be completed by August 20 14 . An amcc et of about 11.., 5400 cecre s WOlJ ld be due lor 

capitalization in the next two years. The Technical and Financial Auditors had analyzed the 

process as well a. technical workings d

part of the capit al expenditure was 
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highlighted by the independent AuditOfS, would be taken Into considerati on by MIAL 

wherever fea~ ib le . 

IS$ue No-IV. Rf.'quiremen l of Independent sl udy for assessment of project cosl 

IV.a. Stakeholder's comments on tssue No-IV 

5,47. Various stakeholders have felt that an independent study should be conducted 10 

assess the projeci COSI for CSI Airpo rt for consideration towardsdetermination ollariff. 

5 48, lATA state d that it is unfair to make the users pay for I he failure 0 1 the airport to 

control project cost and to carry Out prudent and ~en~ ib le project management thai is 10 be 

rea$onably expected of any major projeci execut ion. lATA belieW!d Ihat a fair ueat mene 

would be for AERA to commi~s io n an independent sludy 10 rea$Of1ably quanlify t he 

aVOidable cost increaseS and u~ ing Ih i~ study to revise the RAB downwards accordingly. 

S,49, Expressing similar views, Air jrance stated thai AERA stlould initiate an independent 

study th ai s ee k~ 10 quantify the inefficient costs of th e airport project identi fied by the two 

independent audil ors appoinled by AAI and Ih e findings of the slud y could be the basis for 

t he necessary adju~lm e nts to RAB. 

S.5O, Ca th ay Pacific Sl aled thai there is a strong sense of injust ice tha t arruees and 

passengers are made 10 bear the cost of ~er iou~ failures by I he airport to control costs. 

calhay Pacif ic urged Ihe AUlhority to initiate an Independent study th at seeks to quant ify 

the inefficient CO ~I$ by benchmar king project cost at CSI Airport against best practices, 

caltlay Pacific proposed thai t tl" findings of th iS study can be the basis for t he necessary 

adjustm ents 10 RAB, 

5,51. Board of Airl ine gepeesentatlv es (Indlal nnt ad I hal th e report from the Technical 

Auditor has exclusively relied on the studies ind eeccrts t hat were submilled by t he 

consultant s appolmed by MIAL, which cannot ee construed as an independent study 

undertaken by the Technical Auditor in any way. Board 0 1 Airline Representat ives (Ind ia) 

further ,tated thai AERA ought to neve either cond UCI lOd by iUlOlf a $tudy in thi$ r" gard or 

ought to have it>elf apcomtec an lndependem eXPlOrt, rather than inst ruct AAI to appoint an 
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IV.b. MIAL'~ re~pon~e to 5takeho lde r'~ ( omments o n Inue No -IV 

5,52. MIAL ha~ re~ponded to the ~takeholder ree utreme nt s that an indO:'pendent ~tud y 

ought to ee (oodu(\O:'d by the Authority 10 quantify t hO:' inefficient project cost. MIAl stated 

-AMumption rhat ptucknce c""ck hai 1101 bHn COrTii'd out by til<!- Authority JJ 

unJau~ . Inde~mhnt al/dltorl appoinr~ by rM Aurhority, borh Technical/M/i. 
Engineers Indio ltd.) and (Ino",iol Aud,tars {M/I. \fed 10m and Anoc:ioleiJ. ha~ 

""'ieWO:'d til<!- projecr cost and lubmitred reipe<tive reportl to Ill<!- Authority baled 

upon w/>;ch til<!- Authority hoi /inolJJed proj«l CO i t.._~."_ 

.......Table below .haWi tlrar CSIA hal the /oweit capito l COlt P#' million pcluengers 

omOtlll comparable oi'poru in til<!- world. 

Table: Campo,isI,m of Tnminol Cost 

Porome ters 

Terminol 
Co ci"rm "' 

Bangkok Kuolo 
(urn <N 

Beijing ,,,,,.,, 
Heathrow 

Madrid Do<. Mumoor 

" zs " zs er " ' 0 

~iign ""Co c 
Floor Area I. 
'OOOI .m:; 

1J,000 8..716 14.000 7,150 1B,OOO 9,4S0 9,910 

sss '" .. 3S3 '" '53 os 

I ;'~tOI ACI~' Can 
In mn USO 

'.BOD H DO 3.BOD croo 1.948 "'''' 1,179 

ACfual can 
/mppo 

''" 
m, 

USO) 
ACfual Cost /1000 
php (Inmn USO) 

" " " '" 70 " " 
1SS '" '" '" '" '" '" 

ACfuol Co.t / m 
I lin USD J 

Area ~r 1000 
I oaX (in'ia,m.J 

4,973 3,337 4.112 1J,6J4 3,89S 3,002 2,912 

ss " " " " " u 

Area per PHP (in 
,o.m.; 

51 55 se " " " " 
1/Scheduled /Elt,mated
 

•
 

IV.c, Authorlty '~ b amlnatio n of tsw e No · IV 

5.S3, The Autho rity ha ~ considered the req uire ment of Inde pe nden t ~t u dy proposed by 

presented by MIAl 
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5.54, The Authority observes that both the technical and f inancial audits were done by 

Independent e ~pen Auditors, The purpose of appointment of such Independent Auditors 

was to Obtain Independent eevrce to assist the Authority in discharge of Its regulatory 

functions . The Author ity has re ~ie wed the reports submitted by both t he Auditors , It has 

found no grounds to Infer that the Independent Auditors did not exercise due diligence In 

per formance of t he assigned tasks. 

5,55. The Aut hority fu rther notes trom MIAL's response to stakeholder comments that the 

num bers against var ious pa rameters in the table eecve are lowest for MIAL. The Authority , 

howe ver, has not, on that basis alone, concluded these costs to be approp riate and 

allowable, The Authority , had therefore appointed Technical and Financial Auditors to 

ascertain the reasonableness of costs Incurred as well as the procedure or process of 

execcuon of the work. It gave detailed scope of work to both the Technical and Financial 

Auditors. The scope of work 15 Included in the ir respective reports tha t have also been made 

availa ble to the nakeholde rs. The independent Audit ors h a~e in the ir report gtven deta ils of 

what they considered to be reasonable costs as well as their vews on disallowances, non ­

Inclusion and process Issues. In view of the above, the Authority Is of the ~ iew that there is 

no requirement to conduct a fresh independent stud y for assessment of the project COlt in 

respect of CSI Airport, Mu mbai. 

Issue No-V. Cost of metro stations as part of the project cost 

v.e. Stakeholder's comments on Issue No-V 

5.56. On the Issue of consideration of cost of metro stations as part of the project cost, 

some of the stakeholders have npressed that metro stations are not part of the alrpon 

project and hence cost for de~elopment of the same should not be considered as part of the 

project cost. 

5.57. lATA strongly disagreed that the cost for ccnsuucno n of metro station and 

equipment should be included in the Regulatory Asset Base, lATA stated that Metro stat ions 

have nothing to do wi th the functioning of tile aviat ion indust ry and under no circumstance 

should they be trea ted as aeronautical assets whicll would cause airport users to unfairly 

slloulder the cost burden. 

5.58. f lA atsc stated that , 
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1t Is su b milt~d Ihat any ~os t on a~~ou n l of M ~I "" ought nol 10 b ~ add ~d 10 Ihe 
Il 'oj~ct cost a. It is not adding any asset value to the (51 AI,port let alone 
a ~ ,o""uliul assel, Furthe', MIAl will be duly compensated f,om retent ion of Its 
comme'clal ,ight, al 1 , tations towa,d. any contribut ion f'om its . id~ .· 

5,59. APAI h ~s st ated tha t the cost of construct ion of metro 'ai l connectiv ity should nol be 

passed on to the passengers. 

5,60. Cathay Pacific stated that the Inclusion of the cost of ccn structton of metro statio ns 

and equipment Is also a grave concer n to us. It Is abso lutely unrea sonab le to expect the 

avlattoo indust ry to bea' the cost fo' met'o connectivity. The met,o Is a fo,m of public uti lity 

srmltar to water ~nd e lectricity ~ nd t he cost of provision ought to be the obligat ion of the 

government. Therefore the constr uct ion cost that the airpo rt has agreed to bear without 

pr ior consulta t ion with users shou ld not be Include d in the RAB fo' t ~ r iff determtnatlon . 

5.61. With regards to the potenti~1 Inclusion of the metro station and associated 

equipmen t in the RAB, British Ai rw~ ys sta ted tha t they would counsel against including such 

asse ts in the RAB. BritiSh Airways stated that the metre stat ion a nd associa ted equipment 

assets are not aeron~ u t lca l assets , British Airways further state d th at, 

"rh i~ orgumellf i5 5trengthened by the locI< of fuJl51ngie t il! at MIAL. At Heathrow we 

f ind oursel.,.., burdened by th~ enormOU5 cost of a rail way line, which plOU5 

51gnificollf pre5sure5 on the C05 rs mot nud to be recovered from lhe 0lrpor t'5 

customer and mo l<es Heathrow a f or le5S compel itive airport than it would be 

without the5e c0515 , The C05fS of the metro sta tion 5hould be obie to be JU5tified on U 
slondolone busi5, wltll Its Own buslnen case, unrelated to the a~ranou tlcal charge5," 

V.b. MIAL'. tesponse to Sta keholde,'s ~ommen ts on Isslle No-V 

5.62. MIAL stated that Met re st~ tion s is not a standalone business tor MIAL P,oviding 

reasons for Inclusion of the cost of metro stations In the p,oject cost, MIAL statad as under, 

-'t may be noted that MMRDA hod asl<ed M IAt 10bear the ~t5 of 5tations ot CSIA 

along with prov ision 0/ eleCf'O'm«hGnico! f uc!fll ie5 10 fhe extent 0/ ~ 0/ the 
eSllmoled projeCI COSf 0/ Rs. 20,000 as. M IA! inlliolfy did not ogree f or beGring any 

co>t, /lowever, MMRDA WU5 not I;1IJreeuble to provide connectivity unle55 l here wa5 
rontributiun f'um M iAL. After 0 seres of diSCUSSiOns. M IA! agreed to bel" l~ ccsr of 

fhrH 5tGtiolls. 0/ which the cost of two stations serving the Sonlru:rUit und Soharu 

t~rm;noI5;5 propo5ed to be included in the RAB amounting 10 obout R5. 518 ers. If 

not t1greed to. M MRDA WOlJld how 

possengers WOlJld how bH'n 

wo< highly un~i,obl~. Th ~ or, 

include the cost of dewlop of 

the some in t~ proposed piGnGrid 

tlol ond elfltiftn t 5ervite, which 

lentollvely decided 10 not 

cut·rent co"trGI petiod. It 
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may also bl' rotea lhat cast ofdevelopment of metra can ne<:rivity at 161 Airport, New 

Deihl was allowed 10 bl' Included as parI of RA8, In UK. the Heathrow Express which 

is the Metra roll far Heathrow Airport is part of RA8 of Heathrow Airpart, Landon for 

tanff purposes . 

Pfease refer to MIAL leller MIA!./CEO! 73 dated 4th Sep tember 2012 to the Au fhority 

an the cast to be incurred an m etro connectivity 10 the airport terminals, which Is seif 

explana tory. ....* 

V.c. Authori ty's Exami nati on of Issue NoN 

5.53, The Author ity bas considered the comments mad e by the stakehold ers on inclusion 

or ot herwise of cost of metro stations in the over all project cost for CSI Airport , Mumbai. 

5.64, ASf ar as the cost on account of met ro stat ions is concerne d in Consult ation Paper­

22/2 012 -13 dated 11.102012, t he Authority had clear ly indicated tha t expendit ure, on t his 

count, is not likely to be mate rialized in the curr ent cont rol per iod (end March, 2014). It had 
/ 

alsO stat ed that it would address this issue, as and when and if required in t he next cont ro l 

period and depending on the documents and requ irements at that point of time including 

stakeholder consultations. Likewise, the issue of retent ion of commercial r ights at 3 stat ions 

was also proposed t o be a part of such examinati on. The Author ity has, however, noted 

that in case of Delhi airport, Rs . 300 crcres as a contri bution to DMRC to I~y t he requisite rail 

connecti vity to Delh i airport, was considered towa rds RAB. The decision to t reat the 

con tribut ion of Rs 300 c-e res as an aeronautlcat asset was on t he ground t hat t he rail 

connectivity is significant faci lit y in t he inte rest of the passengers and further tha t MoCA, 

vide its letter dat ed 01.11 ,07, had indicated t he quant um and treatme nt of such 

expen ditu re. The Author ity , however, has not include d the likely cost of metro stations in 

the allowa ble project cost [and RAEl) for CSI Airport, M umbai in the current cont ro l period . 

5.65. Having regard to t he above, t he Author ity dectoed as under, 

Decision No·1 . Regarding Project Cost and esceranens t hereo f in resp ect of CSI Airport, 

Mu mb ai 

l.a, Tile Authority decides tha t there is no need for any fresh stu dy fo r assessment of 

pro ject C05t. 

r.e.t he Autllo rity decid es to COnSi '~h~der ~ '~~aab le project cost at Rs 12,0fi9.BO rrcres, 
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control period and Fb422 .34 c-eres as cost 01 projects not included in the current 

cont rol period. 

r.c, The Auth ority decldei to dlullow Ri 310.20 creres from the project cost 01Ri 

12,380 crores ai i ubmltted by MIAL 

I.d.	 The Authority decrees that it will reckon the project cost 01Rs 11,647.46 c-eres a5 

the basli lor de te rmination 01 RA6 for the current control pe riod. 

r.e.The Aut hority also eeetees to cap the project cos t at Rs 12,069.60 crores based On 

the proposed ers-eueweoces / eKcluslons. Cost 01 projects , which are not included 

in the pro ject eest lor the current contr ol period, is Rs422. 34 crores . 

1.1. Ai regards th e non-Inclusion of the items, included in R5 422. 34 cec res in the 

allowa ble project C05t , capped at Rs 11,647.46 crores, the Aut hority decides that, 

based on th e documents , il a nd when pre5ented by MIAl, regard ing incurrence of 

u pen ditu re on Items Include d In R5 422.34 crcres during the current control 

period, th e Aut hority, alte r review, would make appropriate decision on including 

such nems In th e allow able proj ect cost for the current cont rol period . 

I.g. The Aut hority decides to cap th e Escalation , Claims & Contingencie5 at R5. 630 

crores to avo id overrun 01 proj ect cost. 

I.h. The Authority decides th at inclusion or othe rwise of the cost of metro stat ions, in 

future, will be subject to review of correspondences Irom Government 01 

Mah arasht ra, MMROA and Minist ry of Civil Aviation to thi5 effect as well as 

sta keholde r consu ltations . 

Inue No-VI. lega l Con1i1ruct for levy of OF 

VI.iII. Stahholder'i comments on Issue No-VI 

S.66. Soml' 01 the stakeholders have que stionl'd the legat construct lor levy 01 

Development Fee. 

S.67. FIA stated that Section 22A 01 the Airports Authority 01 India Act, 1994 ["MI Act") 

provides that only MI is empowered to levy and collect OF. It is to be noted that vide Order 

No.2/201213, Authority had levied OF in:,>,!,,,,,e 01 any authority of law and also, in the 

present consultation process, the 
<I' 

A o coenoue the levy of OF by MIAl, 
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whiCh is ~ pefvate conc ess io n ~ ire. AAI Act neither authorizes a private concessionaire to levy 

OF nor empowers AAI to delegate such powers to ~ pri v~te coecesuc nene . FIA further 

submitted that 

",.." po w~ r 10 d~leQal~, thus, being a sto lutory requirement must jlnd ItJ place In the 

principle slol ute and not in the Regulotlonl, In this regard, rellonce Is placed on the 

fudgment oj Hon'!>le Supreme Court in M, Chundru vs. Member Se"etury, Chennul 

MelropoJllun Areu & Another reported us (20C9) 4 see 72'. Hence, It Is respect/ully 

su!>milled mot tile Aulhorlty has erred !>y olJowing levy of OF on tile requt'stJ of 

MIAL. The powe, to levy OF under Section 12A oj t ile AAI Act Is onJy wJth the AAI und 

under SecUon J3(l}(!» of the AUlA ACI, Authority can ONt Y determine the amount oj 

such OF. · 

5.68. FI A furt her stated that it is to be noted that FIA's Appeal No.312012 (F IA vs. AERA 

a nd Others) challenging the legalit y, validity and propriety of the Order No, 02/2012-13 

date d 16.04.2012 by the Auth or ity is pending adjudication befo re the Hon'ble Tribunal 

(AERAAT), The sa id Appeal involves questions pertaining to levy and Collect ion of OF in the 

hands of private concessionaire r.e. MIAl. In view of the fact tha t the Appeal is pending 

adjudication and is at the stage of fi nal hearing, Authority should defer any decision On levy 

of OF t ill the disposal of the said Appeal. 

5.69, Board of Airline Representat ives (india) stated that AER A has not mentioned the 

statutory provision under which OF, induding User Development Fees, is being levied. II 

further stated th at the right to impose OF is confe rred on the AAI under Section 22A of the 

Airports Authorit y of India Act, 1994. If any such rate approval is granted by AERA, MIAL 

may be well within its rights to collect the same on behalf of the AAl ln terms olthe AAI OF 

Ru les, However , M IAL has no locus to init iate the process of sanction of OF with AERA, 

VI.b. M IAL's response to Stakeholder's comments on Issue No-VI 

5.70, With rl'gards to the legal const ruct for Il!vy of Development Fee, MIAL stated that, 

"Levy und collection of OF 01 CSI AirporT has stu tutory sunction under seClion 

llA(il}{o) oj The: Airports Author ity oj Indjo Act. 1994 

TIl"" the: premise thaI colJecrion Dj OF is cont"'ry to estDblishe:d ~f1IJl practice is 

j octuolly w"'ng and untenoblo!'. Levy oj OF is 0150 consistent wllh ICAD guideli~. 

ojl~ thorough 

provisions jar levy 01 
ry ~me prior to lhe: bidding 
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process, OF in no way confers any odditional benefit to MIAL since the RegulGlory 

Asset Base (RAB) gets reduced to (lie e~tent of OF collected and thereby neither 

depreciation nor any returns are earned on such a55ets. Also there is no additional 

burden on p055engers due to OF as there is corresponding reduction in Aeronautical 

Tariffbenefit of which is rt'alized by the passengers. " 

VI.c. Authority' s EKamlnatlon of Issue No-VI 

5,71. The Auth ority has examined the commen ts made by the stakeholders on the legal 

construct for levy of OF and also note d that the OF Order dated 18.04.2012 is sub-judice 

befo re the Appellate Tribunal. 

5.12. As regards t he appeal before the Appellate Tribunal is concerned, the present order 

of OF determination is subject to the fi nal outcome of the said appealls). 

5.73. The issue of det ermination of quantum of OF as well as rate the reof forms part of 

the Consultation Paper No - 22/2012-13 dated 11.10.20 12. The Author ity has also note d the 

order of the Appellate Tribunal to complete the tar iff determinat ion process by 15,01. 2013. 

The Authority is, thus, issuing the present order in accordance with the said order of the 

Tribunal. 

5.74, The Authority has noted the provisions of OM OA wherein it is stated under clause 

13,(I)la) that "It is expressly understood that the JVC shall arrange for financing and/ or 

meeting all financing requirements through suitable debt and equity contributi ons in order 

to compl y with its obligat ions hereunder including deve lopme nt of the Airport pursuant to 

the Master Plan and the Major Development Plans". The Auth ority has, nevertheless, 

proceeded to determine OF since MIAL represented to the Auth ority on It s inabilit y to 

obtain additiona l f inances in the form of equity as wel l as debt. Along with OMDA, th e 

Author ity has also taken int o account the provtstons of AAI Act, AERA Act as well as the 

determination of OF by the Governme nt vide Its letter dated 27. 2.2 009. The Author ity has 

dwelt on this lett er In paras 1.5 and 1.6 above. The Author ity hasalso note d the judgment of 

the Hon' ble Supreme Court dated 26.04.2011 regarding the levy of OF at IGI Airpo r\. Delhi 

and C51 Airport, M umbai. In thiS judgement the Hon'ble Supreme Court ordered that 

"(H) It 15 declared thot with effect from 01.01.2009, no developm ent fee could be 

levied or collected from the embarking po rs at major airports u/s . 22A of the 

1994 Act. Ulliess [he Airports fcana ~ ority determines the rates of 

suoh developmentjee 
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{m} We direct tltot M!AL ",al hencejorth not levy OM collecl at!)' developmet1l jee at 

the major olrport 0 1 Mumbol until on opproprlote o'*r i, po~ by the Airpom 

EClJt1()mk RegulotQr)l Authority under Section 12A oj the J994 Act as amended b~ the 

2008ACI........ 

{v}.....on~ development jees rhot mo~ Iw levied ond collected b~ DIAL ond MlAl under 

rhe ourhorit~ oj the orders PDued b~ the Airports Economic Regulotory Authorit~ 

ut1der sectlon 12A oj the J994 Act 05 omet1ded b~ the 2008 Act sholl be credited to 

the Airports Author it~ ond wil! be utiH/ed for the purposes mentioned in clouses {oj, 

fb} or rc}oj Section 22A oj rhe J994 Act in the monn er to be prescribed b~ the rules 

which moy be mode 05eorly 05 possible". 

5.75. The A u th(l rity'~ approach ha ~ been made clear (as indi cated in para 3,27 above) In Its 

order no. 28/2011·12 dated 14.11.2011 (in the matter of OF determinat ion of Deihl airport) . 

The Authorit y atsc took int o account the prov i sion ~ 01 Section 13 (1l (a) (il 01 AERA Act. 

which required the Aut horit y to ta ke into con~ ide r~tion , "The c~ p l t~ 1 expend itu re incurred 

~ nd ti mely i nv e ~tmen t in improvement of ~ ir po rt tacnttres''. Afte r not ing tha t unle ss t he OF 

is granted, it may not be po ~~ib le to complete the project, t he Authority proceeded to 

determine Itrst the allowable project co~t ~nd later the OF required lor th is purpose. 

5.76, The Aut hority r e co g nile~ t hat the prOViS ions 01 the Statutes take primacy. 

Furthermore, the amoun t of OF is subtracted fro m the allowable project co~ t (on 

aero nauH c~ 1 ~ide) to arr ive at net allowable aeronaut ical project cost on which lair rate 01 

ret urn rsgrante d to th e Airport Operator , It atsc tcucwsthat no depreciatiOn is available on 

t his amount, since the depreciation rs given onl y on the net allowable aeronaut ical project 

cost (net aeronaut ical RAB) . Hence, by gran! of OF, no unjust enrichment or extra monetary 

benefits accrue 10 the airport cpere tcr . The Authority h~s given detail reasoning In th iS 

regard, in para 3.28 to para 3.3Sabove. 

Issue No.vU.	 Internal Resource Generation and Refundable Security Deposits I R50) as 

Mea ns 01 Finance 

Vita. Stakeholder's commen t ~ on tssue No-VII 

5.77. FIA stated that as against R~ . 4,021 tro re ~ of internal resource generation pro posed 

by financial auditor, AuthoritV ha ~ propos that the internal resource generation, to be 

coestceree towa rds means 01l inan 

645 « cres of audited ca~h balalJfJ(.,. 
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depr~ja ! ion on aeronautical a~se !s for f Yl3 and FYl4) and has not considered any profits 

earned by MIAL. 

5.78. On the issue of Refundable Security Depmits, FIA submitted th,i! there Is no clari ty in 

t he Conw lla tion Paper No, 22/2 011-13 as regards to the efforts made by MIAL to monense 

the airport land for the last ~ i . years, There has been no document to suggest tha t land 

parcels were sought to be marketed but the proposal was shelved for want of market 

interest. FIA is not pr ivy to any independent real estate consult ant report that justi fie s I he 

inaction o n th is front on th e part of M IAL. In the present Consult ation Paper, Authority has 

proposed to levy OF to bridge the remaining funding gap of Rs. 1,883 (fares, The fundi ng 

gaps can be inter alia are attributable to arb itrary ded ine in R5D by Rs.1,219 crores and 

ow ing to unbrid led escalation in project cost. Such fact ors leading to funding gap are 

disputable based on qualitat ive mailers such as increase in cost in COllt ril vent ion to OMDA 

provisions and process issues highliahted by Financial and TeChnical auditors without 

providing any reasons for the same. Considering th ere is significant decline in amou nt of 

deposits, Authority ought to analyse the same in detail and should not simplic itor accept 

MIAL's proposal in th is regard. 

Vll.b. MI AL's re s pon~ to St akehol der's commenls on Inue No-VII 

5.79. MIAL has oot responded to the comment made by FIA on considerat ion of Internal 

Resource Generat ion fas presented in para 5.77). 

5.80. Further MIAL has briefly responded to the FIA comment on MIAL's efforts on raising 

RSD. M IAL stated as under 

"Crmsidforing the given constraints and nan availability of clear land bonk deJo y In 

monetilDfion ;s not without a valid reason" 

VII.c. Autho rity's h amin ation of Issue No-VII 

5.81. As regards the issue of Int ernal Resource Generat ion, th e Authorit y has already 

deliberated the compositi on of Internal Resource Generation in th e Consultation Paper ­

22/201 2·13 dated 11.10,2012 (para 3.16 to para 3.38. whi cll also indudes its oMWS on Ihe 

Financial Audito"s assessment of RS~'O.~n d has provided detail ed reasoning for 
.~ ,.1""",.. 

considering the value of Rs 1,lSl ) >;;10<'1" (fs, ternal Resource Generat ion. Stated 
t-- ~ \ 

briefly. t he Authority had prop0s!'d c~~e Inte 'i ['/Iesource Generation according to 

Order No. 29/2012·13 Page B9 of 111 



t he actual fun ds, tha t are likely to be available with MIAL (namely, the cash balance as of 

31.03.2012 r efi e ~ted in the Balance Sheet and the depreciation going forward). 

S,B2. Further the Authorit y had considered the means of finance in Consu ltation Paper ~ 

22/2012-13 dated 11.10.2011 (as in Table 9). MIAL, vide its letter dated 10.11.2012, has 

forwarded an auditor certi ficate and stated that 

"Authority is reque51ed to con5ider the accumulated profilS of R5. 799.89 Crares 

already deployed for the projeCt funding and estima ted profits InOI would be 
generated and deployed during FYB and FY14 for praject funding and give returns 

equi, oJent 10 that of equity on tne some while determ ining oeronou ticol tariffs for 

CSIA. Mumboi, for 1 Contral Period." 

5.83. The Auth ority has noted the above. It has also noted that according to the Audit or 

certificate, the accumulated profits as on 31.03.2012 have been put in the project. The 

Auth ority had already indicated In the Consultation Paper - 22120 12-13 dated 11.10.2012 

that it is proposing the quantum 01 OF at Rs. 3,400 ceore. This OF fulfi ls part of the total 

fund ing gap of Rs. 4219,05 crore. The Auth ority does not find any reason to change the 

proposed Quantum of OF. 

5.84, The Auth ority notes that "the accumulated profit s of ns 799.89 crcr es" are reported 

as the Reserves and Surplus of M IAL as per its audited Ba lance Sheet as on 31,03.2012. The 

Authority notes th at M IAL' s lett er date d 10.12,2012 is on both "Determination of 

Aeron autical Tariff and Development Fee in respect of Chhatrapat i Shivaj i Internat ional 

Airport, Mumbai to r the 1st Regulatory Peri od (01.04,2009 - 31.03.2014)" . The present 

decision of the Authority is lim ited to determining the quantum of OF (as weli as its rate and 

tenu re i.e. the t ime period f or billing 01 OF). Hence the issue of admissible return on such 

Reserves and Surplus as reflected in the Balance Sheet wou ld be conSidered by the 

Author ity at the t ime of f inal determinat ion 01 the aeronaut ical tariff s. 

S,BS. So far as the issue of RSD is concerned, the Aut hor ity has examined the submiSsions 

made by M IAL. The Authority bas con~id ered an amount of Rs 1,000 crores, to be raised 

th rough RSD, towards the means of finance. The Authority h a~ not ed th at MIAL hal not 

been abte to raise any RSD asyet . It has also noted that MoCA in its ad-hoc determinat ion of 

DF had also con~ide red an amount of R, l~ooo~,~,,~~~ ~,. ;~.~;~,~.;ali z a ble from RSO. The Authori ty 
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received/receiv..ble as a result of competitive bidding is more th..n the presently estimated 

amount of Rs, 1000 crcres, t he funding gap woold be revised downwards at the time of 

review. 

Issue No-VIII . Infusion of additional funds (equity & debt, MoCA's Press Release d..ted 

16.10.2012) 

VlII .a. Stakeholder's comments on Issue No-Viti 

5,86. lATA d isagreed wilh the use of OF (a pre-fun ding scheme) to fund the airport 

developmen t project especially if other financing measures are availab le. lATA supports the 

M inistry of Civil AViation's direct ive for the removal of OF at C51Airport, M umbal by January 

2013 and welcomes AAl's not ifi cat ion to AERA that it would be able t o inject more equity 

into M IAl. lATA stated that with other financing opt ions avaiiable, there Is no valid reason 

fo r OF at C51 Airport, Mumbai to cont inue f rom January 2013 onwa rds, 

5.87 . lATA urged AERA that with the removal of OF (which unnecessa rily frontloads the 

project com on users), AERA might look at spreading any addit ional returns arising from 

higher finandng COSl over a longer time period to moderate the increase in air port charges. 

5.88. British Airways is supportive of the remova l of the Airport Development Fee, as th is 

was effect ively a pre·fun ding finance tool thaI is inconsistent with the princ iple of 'user­

pays' , 

S.89. APAI said as under, 

"It wps recently onnounced thor AAI will be Incre,uifIIJ if< ' hore of the equity in line 
with the percentoge Pf holding (4%l) and the foct thot the shoreholders of MIA! ore 

un willin<} to brin<} additional equity connor be me reason lor /nIy of OF. It hoi 
o/reody been pointed our durir>g the CAG's ouditof DIAL thot the Of connot be Iev~ 

for meering ony kind of fuMin<} gop in a project cost." 

5.90. Bid Services Division (Mauritius) Umited and AC5A Global l imited (AesA) li as 

COflfirmed as l.Inder, 

"WI!" would likl!" to reitl!"l'otl!" thot O<Ir II!"od bonkers ho,,", exptl!"UI!"d rl>i!"ir inobi/iry to 

SIInction further debt pendinq [inolisotion of MYTP and OF and shorl!"ho/dl!"rs are not 
in position /0 bring in additional ~ui nd Rs l ZOO CfOre.. ..-~
:t" • 

; '" 
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In the given sce nario, we request the Authority to toke a considered view of the l>5ue 

and oilow fund ing thrOugh Development Fee to cover fo r the present gop of Rs. 

1347.74 crs left by the Authority. ­

5.91. ACI welco med t he Aut horit y's p roposal for le \IV of OF and st ated as und e r, 

-AfHA has apfJroved Projec/ cost of Rs, 11647 crs and it has proposed levy and 

colleerion of DevelofJment Fee (OF) amoun ting to Rs. )400 us for project fu nding. 

We welcome the proposal of AERA for lev y and collection of DF which would lead to 

fJermonenl reduc tion In Regulatory Assets Base (RAB) ,e'u!ting in lower oeronautlwl 

chorge , throughout the concession ""riad thereby benefitting the possen ge" and 

airlines immensely. This proposal of AERA is in OCCOrdonce with provisions of ICAD 

ond i. wnsidered as one of the most apfJrofJriote means of finance for funding long 

term, lorge seole Investm ents. · 

VIII.b, MIAl 's response 10 Sta keholder's comments on Issu e ree-vnr 

5.92, MIAl submitted t hat it has a lready exh austed a ll othe r mea ns of finance befo re 

reso rt ing to Development Fee. MIA Lsta ted as under, 

"All possible means of finance ho. been e"plored and fully exhausted before 

app roaching for OF. Infoct, the Autho rity has left a funding gop of Rs, 1347.74 as 

unaddressed and MIAt has to struggle to bridge this gop , Derail, of various steps 

token sa fo r es be low: 

0) Quant um of DF: The Authority in the Consultotion Poper has Iden t'J ied 0 f unding 

gop of Rs. SH,OS C/'S. This, however, does not toke Into OCCOunt the deferred project 

cost of Rs. 411.34 crs. MIA t is also required to arronge fun ds of Rs. 106.35 crs. {out of 

Rs. 310.10 crs.} on account of projec/ cost which'hos been disallowed. Thus, the tota l 

gop in fu nding, left unaddressed by the Authority is Hs. 1,347.74 crs. The break-up I, 

shown below 

RSCrs Re mar ks 
Fundinggap inde ntified by 
the Authority (as per 
Consullation Paper) 

819 .05 

Project Cost defe rred 
Effect ive disallowance In 
project cost for the 
purpose off unding 

422.34 
106.35 Out of t he to ta l project co51 d isa llowance 

of R, . 310.20 CIS. Bythe Authority: 
, M I Up/ront Fee (R•. 153.85 crs.) a nd 
, Inte rnat ional Cargo Deve lopme nl COSI 
{R,. SO crs·1 
ne ed not be cons idered 

Total Funding ga p 1347.74 
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rl MIA! 's Boord had d"lib"rar"d on ~h" issu" a/lotal/uMifllJ gap 0/ R~ . 1,347.74 u s. 

Th" /"asibiliry a/ in/usian a/ addirianal I!qulty ~yand Rs. 1,200 rl'$. ~ olsa 
"~amin"d by the Board aM it was jound that there was no passiMity 0/ infusion 0/ 
additional "Quily, 

dl AAI vid" it~ 1" lt"" had indica,,,d i , ~ intention ra bn'n~ in additianol equity. 

Howe"", as indicored abo"" the matter a/ in/us Ian a/ additional share rapilal wa. 
deliberafed upon in Ihe Board meeting held an Orlaber 31, 20U and it was found 

· there i~ na rhang" In position from th" last Board muting es on July 26, 2012 and 

arrardingly it wos/elt that no further equity In/Uslan would be possible.• 

e} In response to Autoority and AAI letter, referred In paro(/,oph 4.2.2 abo"", 

rl'qut!5tifll} MIALla in/arm Ihf- Authoriry rhe quantum a/ln/u5ian a/ additional equity 

by ath"r sooreholdel'$ 05 well as expeaed additional resources ra lund Ih" praje c~ 

through /Hbl eIC. MIA! sent its response vide its letter no MLAt!CW/91 dated 19th 

No ...mber 2012. Vide this letter MIAt explained ra rhe Autharlly that It will be 

exrremely diffrrult 10 e""n brid~ jundifllJ gap a/ Rs. 134 7.74 rrs. And there I. no, 

p<J50ibility ojb,inging any additional equity. MIAt also rtari/ied that any Intent by AAI 

atane to In/use eouity sltore ",pital to meet the funding gap doe' not ol/"r a viable 

alternotiw, Copy a/letters rejerred to Dba"" ore enclosed ot Annexu,e 3. 

VIIl.c, Auth ority's Examination ol lnue No-VlU 

5.93. The Authority Is In agreement with the Yiem. of lATA that Development Fee (OF) as a 

pre-fund ing st ream should not be resorted to If other financing measures are available. In 

case of CSI Airport, Mumbal, the Authority has analy!.ed in detail the other means of finance 

before arrivi ng at the f inancing gap as well as the quantum o f OF wh~h is expected 10 partly 

fill t hat gap. II hasalso given detail s 01the developments aft er the issue of the MaCA's Press 

Release no. 1088004. Auth ority has also noted the AAl's letler dated 05,12,2012 thai 

°M I Boord, In principle, approved ro injuse equity 0/ Hs. 293 Crore in MIAL. as ond 

whf-n co.h coil IS made by the Com pany· 

5.94, The Autho rity also notes that the provision of OF is made In the MI Act as well as in 

the AERA Act and that Hon' ble Supreme Court has also held that It needs to be determined 

bV the Authority for major airports. 
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Issue No-IX. Of (which is a means 01last resort l has been considered in M IAl as mea ns 

of first resort 

IX.a. Stakeholder'scomments on tssce No-IX 

S.95. lATA disagrees wi th the use of OF (a pre·funding scheme) to fund the airport 

deY('lopment project espe<:ially if other f inancing measuresa,e available.
 

5.%. Referring to the Airport Guidelines (Direct ion No.5/2 010·11 issu~ On 28.02.2011 by
 

the Authority), FIA stated tha t GUideline 6.8,7 categor ically provides tha t Of has to be
 

imiJOsed as a last resort whereas in the present case AERA lias ImiJOsed Of asa fi rst resort.
 

5,97. FIA furt her stated that it is not eworthy that even Autho rity (in paragraph No.3.16 at 

Pg.62) has observed that OF is a means of last resort, yet it lias proposed to levy OF wi thout 

taking Into consideratio n the various sources of funding which ale available to M IAl , 

especially in view of improved economic conditions as confirmed by y~ Jain and AS50ciates 

(the financial auditor). 

5.98. FI A 01150 stated I hat such allowance of levy of OF in the hands of private 

concessionai'e ab50lul ely negates the framework of private participat ion. Authority by 

allowing levy of Of would let M IAl to continue funding through the pocket s of common man 

which is in viola tion of the spirit of PubliC Private Partnersh ip l"PPP") . The levy of OF has 

enabled M IAl to enjoy disproportionatel y larger economic interest of the property than Its 

own equity contlibutlons. The ter m of concession entered bet ween the AAI and M IAl is for 

a period of thirty years, which is further extendable to another 30 years. 

5.99. FIA fu rtller stated that the Authority has recommended to consider same OF 101 

M IAl as determined by Authority In case of DIAL r.e. Rs 3,400 crores. FIA stated that it is 

glaring that Authority has tentatively decided to use Ih e ligures on the basis that funding 

gap for M IAl is comparable to O!Al In terms of size 01 inY('stmen t number of passengers 

and cargo traf fic and th e scope, nature and scale of projects being executed at both tile 

air ports are also similar without caring to analyze the difference in scale and sne 01 

operat ions and development in the two said airports. 

5.100. APAO ha s supported the Authority's detision to allow levy of OF and also teft t hat 
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" W~ , upport th ~ Aut /lofily', poSition to ol/ow project funding of Rs. 3,400rr, through 

Development Fee 0 ' 0 /nftlr15 of 1051 resort. The amount proposed to be ,ol'lCtiofll!d 

as DF 1$ comporable 10 Ille DF ollowed in rOse of 16 1Airport. New Delhi 05 tile two 

airport, are rom poroble Itt lerms Of capi tol e ~p en dit ure, posse"{/er and co'll0 

IIOlume•. It wi/I rertoifllyhelp MIAt 10 achieve tim ely rompletlon of tilt prDject rm d 01 

Ihe ,ome lime will not result In ony undue Or unjU51 benefit to MIAL ~ 

IX.b.	 M 'AL'~ re~po n~e t o S tak e ho l der ' ~ comment~ on I ~~ue No-IX 

5.101.	 MIAL ha' not responded ~ p eclfica l l y on th i ~ is....e. 

IX.c.	 MIAL's own commenl on Ihe Con~ullalion Paper - 22/2012 -13 dated 11 .10.2012 

pertaining to Issue No-IX 

5,102, On t he i~SI.Ie of Quantum of OF, M IAL slaled that t he Author itv in th e Con~ullalion 

Paper nas Ident ified a fundinillap of ns. 819,05 crs. This, however, eoes 1'01 l ake ;1'10 

acccunt t be deferred projed CO~I of Fts. 422 .34 crs. MIAL Is etsc requ ired 10 arrange funds of 

ns. 10 6.35 ('S. (ou t of Ft~. 310.20 crs.) on account of project cost which has been crsancwee. 
Thu" I he total gap ;n funding, left unaddressed by the Authority ;s Fts. 1,347.74 crs. 

5,103. MIAL atso slated that M IAL's Boa rd had deliberated on t be issue of tota t fun ding gop 

of Fts. 1,347.74 ces. The feasibility of infUSion of additional equily beyond Fts. 1,200 crs. was 

also examined by I he Board and il was found thaI Ihere was no possibllily of Infusion of 

addiliona l equity. 

S. 104.	 M IAl further stated Ih at 

"AAI vide iI' le tte rs hod indkot~ it, ifllt ntion to bring In additional equity. Howew r 

a. indicated obo ve the moiler of inf usion of additlonol shore rapitol wo. deliberoted 

upon in the Boord meeting held 011 October 31. 2012 and it was fOUnd "there i5 no 

chal>Qe In position!rom the /o,t Boord muting 0' on July 26, 2012 and oca>rdlllt}/r it 
wo, fel t that no f lJf'lher equity in!",;an would be possible.•• 

S,10S. MIAl ersc reQueSled the Authoril y 10 consider enhancing OF beyood Fts. 3400 crs., to 

meet the funding lap lefl unaddressed by the AUl hority In ilS Consullalion Paper. 

IX.d.	 Authorily's Examin ation of Issue No-IX 

5.106. The Author ity has pul before the Slakehoiders separate bu ilding blocks for lariff 

determinati on in CSI Mumbal., It h ~ -01'" ~ red responses on the building blocks 
f 

and wo uld be examining Ihe sa 
•
-11 he f it ~ lsio n regarding l ariff determination 
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ee CSt. M um b~ i. As fM ~s t he quantum of OF is concemed, the Authority noted the inter­

play between the determinat ion of OF and the dete, mination of t ariff . 11 ha~ atso noted th at 

it may have to make cenatn truing up decision ~ in the final tariff determination order. The 

Authority ha ~ already indicated that the tota l fund ing gap in the project is estimate d at Rs 

4,219.05 crc res. However, It nes not f ound it reasonable to bridge th iS entire gap through 

OF. It would th us be seen that the OF has not been taken as a f irst resort to bridge the 

fund ing gap as perceived by some st~ keho lder s. OF remains as a last resort to wards the 

project funding gap. 

5.107. The following tilble, indicat ing different components in the estimat ion 01 means of 

f inilnce would milke this position eleil .. This is the same table as Table 9 in para 3.39 above, 

but ~I ightly re ~ "ilnged . to focus on the fact th ilt the Author ity hil ~ not treated the 

development fee as a means of first re ~o rt (as surm ised by lATA and fiA I. This table shows 

that OF has been t rNted only as a last resort towards funding part of the larger gap In the 

me~ ns of fi nance. 

Tobie 10 , Meons of Finance 

Me.ns of Fin.nce R. ln cro res 

Total Project Co,t 11.647.46 

Equity 1,046.15 

Debt 4,nU10 

Rul h t.te de ,its; .11o<0ted fo r t he ro'e ct 1,000 .00 

Internill RelDu"" Gener.tion 

A ud~ed Cosl1ll.lla"'e U to 31 March 2012 645.26 ., ted De redotion on Aeronautical """'I> fot FYlland FV14 ~.OO 

Tot.llntemal R.....u r"'Gener.tion 1,151.Z6 

" In Means of Finane...nd fundi Ihereo! 4219,05 

" ~, 

oe.""'Pmerlt Fee -Other Means (add~"","1 Debl, Equity, ASO, 
1119.05

AccumulMed Pro/ito utilifed for proje<:1) 

5.108, In order that the determination of t ariff ilnd OF are separate and distinct, the 

Authority needed to determine the approp riate qUiln tum of OF in ~ n objecti ve manner. It 

hild therefore indicil ted tha t it prop the OF at Rs 3,400 «cres as the quantum of .,.. """ OF on il ccrnparable bils'~ on w ~tb tl~~ , where the ~ llowable prOject cost as 

well the pil~~enger throughpu ' be 'lar, 1,; as ccmpenson of the operations of . ­. ~.~--."...,,~ 
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Deihl and M umbal Airports are concerned, these impact On the O&M costs and not on the 

allow<lb le c<lpital cost. 

5.109, The AuthOfit y noted th <lt M IAl has referred to the funding gap identified by the 

Authority at Rs. 819.05 trores and has recalculated the funding gap et as 1,347.74 crore s 

aft er considering additional components of Rs 422,34 c-e res On account of project cost 

defe rred and of Rs 106,35 crcres on account of eueeuve disallowance in pro ject cost for the 

purpose of funding. The Auth ority in it s decision on Project cost and Isc atatsons Thereof in 

p<lra t.f above has decided to re~ lew the inclusion or otherwise of any il em comprised in Rs 

422.34 c-ores based on evdentrar documents. 

5.110. The Authority further notes that MIAl has added the etrecuee disallowance of 

Rs.I06 ,35 crcres in the fund ing gap in its calculation. Since this amount has been disallowed 

(except for the treatment for Hotel H e), the Authori ty cannot include this amou nt as a 

funding gap for the purposes of determinat ion of OF and aeronautical ta riffs , Thus the 

Author ity is not persuaded to consider any additional quantum of OF beyond the proposed 

amount of Rs 3,400 crores. 

Issue No-X. Treatment 01 OFas equity contribution by Passengers 

x.a. Stakeholder 's comments on Issue No-X 

5.111, F1A felt tha t M IAl should be made a minority shareholder as the equity brought·in by 

M IAL IRs 1,200 crores} is less than that proposed to be contr ibuted by the passengers in the 

fo rm of OF (Rs 3,400 crcres} FIA quest ioned as under, 

NFor a Cloitmd COpi(oJ/ projecl ouf!ay of Rs.12,380 erores If ,he airlines and 

Indirectly/portly the passengers are to contribute Rs. 3,400 erores as copltal/nfus/rm 

while the optrator alo"9 with AAIinfuses Rs.l,200 crores as Equity Slwre copi(ot why 

must MIAL eor be reduced (0 0 minority sharehoJder with a representative body of 

tM airllne5/possen ge r~ being i~sued the re levant equity ? Was such anl!Venruality 

conr"mpla,,,d In th" compt',ifive bidding process far PPP and airport de ....taP"l"'" by 

the Government of India ?" 

x.e. MIAL's response to Stakeholder's commentson Issue No-K 

4'I! 
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' Th ~ varia'" m~aM af financ~ ~nv i, ag~d to m~e l the projecl root are indicated 

bela ....: 

M~ a M of Flnanc~ " <" 
Equity Share Capital 1,200 

2,351 
IM~rnal Re'ourc~ Generotian 1,1S1 

R~al Estal~ Security Deposits 

{jrom Non R~wnu~ ShareASIet.} 
',000 

Debt 4,231 

3,400 

1,348 

12,330 • 

D~ v~ lopm~M F~~ 

Gop In fu nding 

Tatal - MM ns af F in a nc~ 

•Proj~ct cos! R,. 12380 C"S. I~ ., R,. 50 C". to b~ reim bursed by Inlernotlonol cargo 

concess ionaire 

From I h~ lable abave, it may be no led Iho t OF con lrlbut~. 28~ re....ards funding of 

praJecl coot. The coMrlbutloM by MIAt include Equity, IMernal Re.ource Generatlan 

ond Reol Elta l~ Security ~po,its {Iotol of R., 3,351 cr,.} , Arrange ment of ~bt ond 

th~ rema ining fu nding 10 m eet the gap In flnonu, left unaddrened by the Autho rity, 

is a/sa the respanslbllity of MIAL. Thu., IOtol omouM 10 be canl ributed and orranged 

by MIAt. inclUding Its shareholders. 15 12~ af the eMire project CO$/, 

II ma y 0150 be nO led tha t the Regulotary Asset 80se (RAB) 'leU reduced by the OF 

o"",,,nl le ading to reduced pro,p~clive tariff. H~nu ultimately po55enge" ar~ no t 

burdened In the long run.· 

X.c. Auth ority' ~ En minllt ion of I ~sue Na-X 

5.113, The Aut hori ty has given careful ccnstderatlon to the observations of both, FIA ~s well 

~s response of MIAl t hereto. FIA n~s st~ted t hat the airlines and passengers are contributing 

Rs.3400 cro res to the equity CII pit~1 of MIAl whereas equity of t he sharenclders In capital 

stands at Rs.1200 crc res. M IAl has responded stating th at according to it, the cont r ibut ions 

by MIAl to the project cost includ ing Equity, Internal Resources general as well as Real 

Esta te 5ecurlty Oeposits which totat to Rs.3351 (1ores as contrasted to the OF contribution 

of Rs.3400 c-e res. MIA l has also sta ted that th e responsibil ity of the funding gap. wh ich 

according t o its calculati on is Rs,134g crcres, isalso its responsibil ity. 

5,114, The Authority is unabl e th~ t '~ i r l lne s li nd 

i n d i reet ly/p~ rt ly the passengers' The Authority notes that the 
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OF is paid directly and entirely by the passengers as a pre-financing levy .nd only th e 

col lection mechanism thereof is through airline tickets. 

5.115. As far as MIAL's response to FIA comment is concerned, th e Real Estate Security 

Deposits are obtained through land made available by AAI for the purposes of mo netization. 

On the specific usue of equ ity, therefore, the real estate securi ty deposits cannot be ta ken 

as equ ity. The issue, therefore, is not th !'! relati lll' contribution of component of means of 

ftnance in th e total project cost but specifically about the equity part . The M IAt 's response 

does not appear to hal/!'! clearly indicated whether OF contribution should be counted 

to wards the equity or otherwis!'!, 

5.116. The Authority further notes that the proposed Conlfibution from OF at RI. 3400 

ceres is close to 3 time s tha t of the initial equity contribution from the promoters of MIAL. 

Treat ment of th is cont r ibution as equity or ot herwise, as suggested by FIA, Is outside the 

purview of the Authority . The Authority has noted the sharehold ing structure as indicated in 

the share!lolder agreemen t. As ind icated in its Consultil tion Paper - 22 (2012-n, the 

Authority had proposed treatment of OF at zero interest rate as Wi'II as witoout 

depreci.tion and to that extent its treatment Is at p. r with subsidy or subvention if granted 

by th e GOlll'rnment. 

Issue No-XI.	 Quantum of OF, t enure of collection and Rate of OF per embarking 

passenger 

5.117. The Author ity had presented the follow ing two optio ns for stakehold er's 

cons.ultatlon in the Consultation Paper - 22( 2012-13 dated 11.10.2012.
 

i) To continue the present rate of OF namely Rs 100 per embarking domest ic passenger and
 

Rs 600 per embarking international passenger.
 

il) To increase the rate of OF to Rs 200 per embarking do mestic passenger and ns 1300 per 

embarking international passenger with effect from 01.01. 2013 

XI.a. Stakeholder's comments on Issue No-Xl 

S,118,	 sets of the Authori ty regard ing tenure and 
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5.119. lATA disagrees with bot h OptiOM of OF presented by AERA as the difference in fees 

between internat ional and domestic passengers for both options are unjust ifiably large. 

lATA stat ed that th e development fee paid by international and domest ic passengers should 

be the same. lATA noted th at the proporHon of 2,1 p ropo~ed by M IAl fo r international UOF 

to domest ic UOF converges towa rds a level th at Is more reasonable. 

5.120. Board of Airline Representat ives (Ind ia) stated that in the event the stakeholders to 

th e present Consult ati on paper ought to choose one of t he two options provided by AERA 

for the levy of OF, the member .irlines of 6AR(I) are of the opinion tha t the option 1 would 

be more practical for all the airlines and th eir passengers, vito to continue the present rate 

of OF, which is INR 100 per embarking domest ic passenger and INR 600 per embarking 

Inte rnat ional passenger. Under th iS option and based on the current tra ffic forecast, t he OF 

would continue WI about M arch, 2019, which ;s slightl y less than 5 years aft er t he li kely 

comp letion 01 the projl!i:t in August, 2014, The member airlines of 6AR{I) wou ld prefe r to 

opt for th iSas the huge difference In OF between Internat ional and domestic passengers in 

the alt ernat ive option would furt her erode the passenger tra ff ic, 

5.121. APAO, on the issue 01 rate of OFhas preferred Option 2 and stated asunder, 

"If mm t UI50 be noted tho~ DF Is IJsed05 u pre-flJ(ldin<; mechonl' m to finance capiro' 

expenditlJre. Therefore, the om OlJnt wr>ajOlled 10 be coltected thro lJgh OF by tile 

AiJtllorlty sllolJid be a_ai/able to MtAL at tIM> earliesl [or the plJrpose of project 

flJnrJing. Dplion II - R5. 200 per depurting dame,tiC passenger unrJ Rs. 1,300 per 

deportino inrernoliono' passenger - may be adopted U5 the OF rates for CSIA, 

MlJm boi. 

We wolJId also like to paint oot loot in the cose of IGI Airport New INlhi, the 

AlJlhority hus permitt ed OF roles of Rs, 200 per deporting domest ic possenger ond 

Rs. J,3oo per departing interrn> tlorlQl passenger (i.e Option Ii). 

In respect of le"'l of OF, APAO re4..em tIM> AlJthorjt y to ollow the follOWing rates of 

.-", 

c. Rs. ]()(J from each deporting do mes!!c posse nge' 

d, Rs. 1,300 fromeoch departing Internarionol passenger· 

Xl. b. MIAL's r~ .pon ..• 10 5Iak~holder' s comm~nu on Issue No-Xl 

5,122. 

pt the fo llO Wing option:. 
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t#/ telke/Ion Q/ apprcwd am<lun l.• 

XI.( . Autharitv'5 Examina llon of luue No-Xl 

5,123. The Authority has eUimated that th e balance OF remaining to be billed as on 

01,01.2013 out of Rs.3,400 crore is Rs. 2,515.00 (rare (Cakula tion Vide Table 121. The 

Authority has also cakula ted the period required to meet this balance th rough levy of OF 

based on revised OF levy rate, as discussed below. 

5,124, The Authority notes the f act that the Airport Operator is allowed to collect OF 

amount from pasle ngers over a period of t ime whereas the purpose of OF levy is to meet 

the funding gap for constructio n of the project, The Authority the refore retogn ilesthe fact 

that an Airport Operator may be required to secc rnrse t he OF amount and take upfront 

loans from lending Inst itut lQns fo r funding the project. However, such loans would requ ire 

debt servicing to the lending Inst it utions comprising repayment of principle as well as 

payment of interest. 

5.125. If a part of OF (or the enti re OF) is securi ti zed by the airport operator, th e lender 

{nor mally a bank) advances that amount as loanl debt to the airport operator and charges 

Interest during the tenure of the loan. This means that the total amount which the airport 

operator gives back to the lender includes the OF amount as wel l as the accrued intere st 

thereon. 

5.126. The Author ity also notes that according to OF Rules, the money deposited in 

Developmen t Fees Receipt Account can be used 

' 10 pay I ~e femeining 01'l1(lunr inro f~e DeiJfllopmenr Fees Disbursement ACCQun! 

l owards payment ro the Airport O~raror in aecordonce with fhe fotol a mounr 0/ 

deiJfllopmenrfees derermined by f~ e Airpom Economic Regulotory Authori /y ond fhe 

fund from t~iJ account sooll btl disbursed fa the Airpgr/ Operotor as per fhe 

Orawdawn Schedule !Qr tfII' efi"'} rhe project cost di rn:tly or for servicing tile debt fa 

the lenrkrs, roiu d ogoinSI d<!iJfIlDpment/ee5.• 

5.127. In common parlance, servicing of debt to the lenders indude payment of both the 
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down schedule and the tenure of the loan. However, when such OF Is securitized there 

would also be an interen element. This interest part would vary based on the term s of the 

arrangement with the banker . When th is interest elemen t is added to OF, this sum would be 

higher th an OfIly the OF as determined by AERA towards meet ing the gap in the means of 

finance of the project. 

5,128, The Authority has noted In lIS euller Order no 02/2012·13 dated 18.04.2012 related 

to levy of OF at C51 Airport that the Authority will review the monthly billing of OF on the 

basisof audited figures provided by the AAI and M IAL and take appro priate decisions as may 

be requi red, based on such review. 

5.129. Provision of Inte rest amount l or debt servicing on the Of amo unt securltised can be 

achieved through either of the two approaches as ment ioned below so that the net amount 

of Rs. 3,400 crores Is actu il ily available to meet the project requirements: 

S.129,1. To limit the allowed bil ling of Of only to the OF determined \0 meet the gap 

(shortfal lI In the me ans of finance of the project and expense away the inu'rest 

port each year while determining the tar iffs; 

DFAllow' d '" b' b, lIed ::: DPDn,rm/n,d + ( Interest ::: 0 05 i t is expensed away) 

5.129.2.	 Take into account th e to tal amounttha t would be necessary and adequate to 

service the debt on account 01 securitisation of OF. This amount wou ld include the 

inte rest part . In th isalternative, there would be no expensing away of Interest: 

DFAllow'd 'a be bIlled::: DFO", r nrl " ' d + (Accrued Interest ) 

5,130. When Of amount Is determine d, the OF that can be available is based on the rate of 

OF as well as pilssenger traffic. When It is securitised, the lender would look at the Of 

available each year, the Inte rest of the debt, and the duration 01 loan and accordingly agree 

to seccnuse that por tion of OF as would be able to repay thoe loan along with interest 

th ereon, 

5,131. As far as CSI Airport M umbai is concerned , t he Of Order no. 02/2012-13 dated 

18.04.2012 for the amount of Rs 876.27 crores was not based on the NPV value but on the 

current value. MIAL had not securitized any Of amo unt at thaI time . M IAL, in ns comments 

to the Consultation Paper -

that i l has securitized an amount of 
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5,132, The Author ity notes that it had proposed adopt ion of the f irst approach [i.e. 

expensing of int erest as discussed in 5.129) in its Consultat ion Paper - 22/2012-13 dated 

11,10,2012. MIAL in it s letter dated 10,12.2012 has stated that 

"The Authority may kindly ob,,,,,,e that DF is capitol receipt /or fund ing of projec t, 

Any Interest outgo because of securitizarion 01 DFfor funding the project cOM 01'0 

needs to be considered whiie sanctioning DF i.e. over ond above Presenr Value of Df, 

interes t omount should also be allowed to be collected through Of. The Authority has 

carrectly adopted this approach while approving DFfor IGI Airp<Jft, Delhi. · 

5.133. The Authority has carefu lly considered th is submission and has decided to adopt the 

second approach, namely to include the interest compo nent in the to tal allowed OF t o be 

billed (Vide para 5.129,2 above). 

Review of Rate of Of and Tim e period for its collection 

5,134, The Authori ty gave careful ccnsreeeauoe to the Questio n of furthe r reducing the rate 

of OF from Rs. 100 per em barking domest ic passenger and Rs . 600 per em barking 

internat ional passenger. It was found tha t with this ievel of the rate of OF and tak ing into 

account interest as a part of allowable OF billing, the t ime period for col lectio n extends upto 

April 2021 {t he time period of March 2019 indicated in the Consultat ion Paper - 22/2012 -13 

dated 11.10.2012 was based on e ~pensi ng of the inte rest component in tariff 

determination). The Authority took a view that any fur ther extension of t ime period beyond 

Apri l 2021 on account of further reduction in the rate of OF would not be appropriate. 

Hence the Authority felt that OF tate of Rs. 100 per embar king domestic passenger and Rs. 

600 per embarking internat ional passenger wou ld be In order. The Authority apprised MaCA 

of th is position. The M inist ry rndrcated that it is in agreement with A£RAon th iSissue. 

5.135, For the present ca lculation, the Authority has reckoned the amount of Rs. 2515.00 

crc re on NPV basts (Calcula t ion Vide Table 12) for t he purposes of calculat ion of the time 

period as well as the total allowable OF to be billed (which would also represent interest 

component as is explained in para 5.129), These calculat ions are based on the tr aff k 

forecast as considered by the Author ity at t ime of Consultation Paper - 22/2012-13 dated 

11.102012 (Calcula t ions vide Table 14). The Author ity has also reckoned interest@11.2S%, 

as MIALhas informed, it being cont racted interest rate with the lenders, 

~.". ~ 
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assumed by it in its Consultat ion Paper - 22/2012-13 dated 1),10.2012. The total period lor 

which the Of bil lins would be allowed to cover the amount of Rs.2515.00 crores on NPV 

basis as 01 01.01.2013 exte nds upto April 2021. AcrordlnS to the above calculations, tbe 

total amount 01 Of bilii nS allowed is therel orl!' est imated at Rs. 3845.50 crOre 01 which Rs. 

2515.00 crore will represent the balance OF as on 01,01.2013, the remai nins amount 01 Rs. 

1330.50 crcre representing the interest component (vide Table 14). It is also clarified that 

the inte rest carcomcns in tllis table are based on monthly interest rate at 0.89%, The total 

amoun t of interest t o be paid 10 the lenders on the securit izati on 01 I~ Of would however 

be limited to the actu at interest paid by M IAL based on the recto rs like periodici ty of paying 

intereSI (Quarterly or holl-yearly Interest ) 

5.137 . The Delails of OF loan repaymenl and intereSI calculat ion is as under : 

h ble 11 : t o. n Par. mele, 

p.•.Intere" ,.te " 
Inte,,,trate monthl " .m. 

Table 12 : Of IIlII.nee a< o n 01.01.10 n 

o. 
••• p.nkul.... 

Tot.1Of >an<l", ned 

R.. ln Crore R....., k. 

• 3.400.00 
A' d...e ,m l ~~ by t ile Authority in 

th i.Or<ler 

• Of billed till 26 Apr il 2011 640,13 
Of I..ied by MIA Lpu...""nt to 

MoU. Order 

r 
E'tlmOl'>d Of billed till July 2012 (pursuant to t he 
Author ity's Ord... No 02/2012-13 dated 
18.04.20121 

103,22 

Ba~ o n traffic ."Im.ted In 
Consuhat"'" Pape r - 22/ 20 12· 13 

.nd Of levy at the rate 01 100/600 
fo' tile mon th. of May, June a n ~ 

Jul , 2012 

0 
OF$e<u, ltlzed on August 2012 (pusu.nt 10 tile 
Authority', O ' ~ e< No 02/2 012-13 dat ed 
18.042012) 

750,00 

A, ~, Audh", Cenlffeale 
sub m~ted bVM....L(Of 01 R. 750 
" o ,es "",ur~i . ed at ' n Inte,. " 

, ate 0/ 11.25" ) , Est imat ed Pfln<il>ill Repayment 111 131n De< 2012 141.06 Ba'e d o n ettlmated OF bllllng . nd 
mo nthl. Interest r.le of O.ll~ , Remolnlng Pflno:i»<'l to be repa id •• On 

01.01-2013 
~.~ f _ 0 - E 

c Of Rem.loint:10 be billed I Se<:u, III , ~ d u on 
01.01.2013 
TOlal Amount renull", .. .... OI.OU013 

19D6,OS G. A- {B·C..O ) , 2S1S.OO H . f . G 
T.bl. 13 : Of Rale as . Hu ble fr"'" 01.0 UOll..
 

In'. r",,''ona l per embarking 

p." e '" 
eoo 
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.~ 
Dome.Uc: Int~mat;"n,,1 ~nlnc Of Billl"ll Pnnclpol IN.....l (!oslnc 

V... Tr,!!lc lin Tr' !fi<,~lln Ilal""". !In (In "". Repay,."...,! (In ~~; ""',nee!ln

'" mjH;ons) mliliall. ""'. C'o,~) (ro,e) I Un R<. ern,e) C'ore lis. Cro'~l 
20U "" . ~ 0, '2 2.515.00 34.'1 1I .!16 22.U 2.~.O3 

,~ .~ 0.42 2.503.03 3-'.41 12.07 22.3 4 2,490.96... .~ 0. 42 2 490.96 3UI 12.111 22.23 24 711.79 

• "'" 0.'3 2.478.79 35.81 13.69 22.12 V 165.10

• '00 0.43 2,465.10 35.81 13.81 22.00 2,'51.30 

'"" '00 0.0] 2,451.30 35.81 13.93 21.87 2,417.36 

'"' ' 00 0. 43 2,4 37.36 35.81 1'.06 21.75 2.423.)1 

'00 0.43 2,42BI 35.81 lUll 21.62 2.'109 13 
'00 OAl 2,409.13 35.81 l U I nw 2,390182 

~ '00 0.43 2.394082 35.81 lU3 21.37 2,J.80,19 
, ~ ' .00 0,43 2.380.39 35.81 14.56 21,2. 2.365,82 

~ ' 00 ." 2.365.82 35.81 IHJ9 21.n 2.35 1.13

,." ." ' 00 0 43 2.35 1-13 35.81 10182 ,." 2.336.31... '00 0.43 2,B6.31 35.81 14.96 20,115 2.321.35... ' 00 0,43 2321.35 35.81 15.09 20,72 2,306.26.. ,.. O,U 2 306.26 36.86 16.28 ,... 2.189,98 .... ,.. 0.44 U89.98 36.86 1U3 20-44 2,273.55 
,~ ,.. 0.44 2.273.55 36.86 16.51 ,." 2.2!.6.98 

'"' ,.. ..u 2,256.98 as.es 16.12 20,14 2.240.26

• ... ..u 2240.26 36.86 16.81 19,99 2223,)9 
~ ... 0.44 20223.39 36.&6 11.02 19 84 U06.37 
oe ... .U 20206.31 36.86 17.11 19.69 2.189.19- .... .U 2.189.19 36.86 17.33 19.54 2.11181 
eee ,... •.u 2.t 71-81 36.86 11.48 19,:lS 2.154,)9 

2015 ,~ ... o.u 2.154.39 36.86 11.64 19.23 2,136.75 
,~ ... ..u 2.136.15 36.86 11.19 19.01 2.118,96 

~ 
,.. .U 2.118.96 36.86 11.95 18.91 2.101.01 
r.os 0.45 2 101.01 31.94 19.20 IUS 2.081.81

• ,." 0,45 2 OB1-81 37.94 19.37 18.sa 2,062,44 

'"" '" 0,45 2.062.44 37.94 19.54 18.40 2.0ol2 ,90 

~ '" 0,45 2.a.2 .90 31.94 19.71 18.n 2.0a19 

'" 0.45 2.023.19 37.94 19.89 18.0S 2,CHl3.30,." 0,45 2,003.30 31.94 20.07 11.88 ].983.23 

"" ,." 0,45 1.983.n 37.94 20,25 11.70 1,962.99 
, ~ '" 0,45 1.962.99 37.94 20.43 11.52 1 942,S6

'K '" 0.4S 1.942.56 37.94 20.61 11.33 1.921.95 
2016 "" '" 0.45 1.921.9S 37.94 20.79 11.IS l.901,16 

,~ '" 0.45 1.901.l6 31.94 20.98 16.91 1.880.18... ,." 0.4S 1.880.18 37.94 21,11 16.18 1,859,01 
1.13 0-46 1.859.01 38.99 2UO 16.59 1,836,61

• 1.13 0,46 1.836.61 38.99 22.60 l U 9 Ul400 
,~ 1.13 0,46 1.814.00 38.99 22.81 16.19 1,191-20 

'"' 1.11 0,46 1.791.20 38,99 23.01 15.98 1.168.t9 

'" 1.13 0.46 1 168.19 38,99 23.21 15.18 1,744,91 
~ 1.1l 0,46 1.144.91 38,99 2342 15.51 l.121.SS 

"" 1.13 0.46 

-
23.63 1536 1.697,92

". l.ll 0.46 I . 8,99 aM 15.15 1,614,08 
~ 1.13 0.46 • 24,05 14.94 1.650,03 

2017 '" 1.1l 0.46 24,21 14.12 1.62S,76... 1.11 0.46 1,61 _ 3 24,49 14.51 1.601,21 
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Vea, 
Mo, 

'" 
Dome,ti< 

T r. ff ::~~n 
mil lion, 

Int Ernat ional 

Tr. ff::~~n 
mill", n, 

OpeninB 
Balance lin 
R,. Crote) 

OF Billing 
lin Rs, 
Crote) 

P,lnclpal 
Repayment 
(In R,. c ro~~\ 

Interest 

(In ,~:; 
Crore 

Clo, ing 
S. lanw (In 
R•. Cror. ) 

M" 1.13 0046 1,601,27 38,99 l4 .70 14,29 1,576.57 

'" 1.17 0047 1. 57~ .57 39.98 25,91 14,07 1,550.66 
M. l.17 0047 1,550 ,66 39,98 2U4 13-S4 1.52452 

'"' 1.17 0047 1,524 ,52 39 ,98 l 6,37 B.W 1,498.15 

'"' 1.17 0047 1,498 15 39,98 26,61 13.37 1,47154 

. ~ ,., 1.17 
1.17 

0047 
0047 

1.47l.54 
1,444,69 

39,98 
39,98 

26,85 
27,09 

13.13 
12.89 

1,44 4.69 
1.417.61 

~, 1.17 0047 1,417,61 39,98 27.33 12.65 1,390.28 
, ~ 1.17 0047 1,390.28 39,98 27.57 12.41 1,362.71 

2018 
~ 

", ,.. 1.17 
1.17 
1.17 

0 .47 
0.47 
0047 

l.362 ,71 
1,334,89 
1.306,82 

39,9B 
39,98 
39,98 

27,82 
:18-01 
28.32 

12.16 
11.91 
11.66 

1.334,B9 
1.306.82 
1.278.51 

M" 1.17 0047 1.278.51 3998 28.57 11041 L249,94 

'" 1.20 0048 L2 49.'.14 40.70 2955 11.15 1,220 040 
M,,,, 1.20 

1.20 
0 ,48 
0048 

1,220.40 
1,19059 

40.70 
40.70 

29.8 1 
30.OS 

10 ,89 
10,62 

l.l90 ,59 
1,lW,51 

'"' 1.20 0048 1.16051 40.70 30.; 4 10,36 1,130 ,17 

'" 1.20 0048 1.130.17 40.70 30.61 1O,()9 1.099,55 
se 1.20 0048 1,099.5 5 40.70 30.89 9 ,B1 1.068,67 
~, 

". 
1.20 
1.20 

O .~ 

0 ,48 
1,068.67 
1.0 375 0 

40.70 
40.70 

31.16 
31044 

9,54 
9 ,26 

1.037,50 
1.006 ,06 

20 19 
eec
", ',0 

1.20 
1.20 
1,20 

0 ,48 
045 
DAB 

1.006.06 
974.34 
942.34 

40.70 
40.70 
40.70 

31.72 
32,00 
32.29 

B,9B 
869 
B.41 

974 ,34 
942 ,34 
910 ,04 

M" 1.20 O,4B 910 .04 40.70 32 ,58 8.12 B7I .47 

" 1,20 0 ,4B Bn.47 40.70 32,B7 7.83 B44.60 

M" 1,20 0 ,48 B44.60 40.70 33.16 75 4 Bll.43 

'"" 1.20 0,48 811043 40.70 33.46 7.24 777.98 

'"'."'" 
1,20 
1.20 
1,20 

O~ 

O .~ 

0,48 

777.98 
744.22 
110.16 

40.70 
40.70 
40.70 

33,76 
34,06 
34.36 

6.94 
6.64 
6.34 

744.z2 
110.16 
675.80 

~, 

". 
1.20 
1.20 

0,46 
0,48 

675.80 
6<\1.13 

40 ,70 
40,70 

34,67 
34.98 

6,03 
5.72 

641.13 
W6.15 

2020 
~ 

",,.. l.20 
1,20 
1,20 

0.48 
0.4B 
0.48 

606 ,15 
570 ,B6 
535 ,25 

40,70 
4() ,70 
40,70 

35.29 
35.61 
35.92 

5041 ,.., 
4 ,78 

570.86 
535.25 
499.33 

M" ", 
M.,,, 

1,20 
1,20 
1.20 
1,20 

O.4B 
0.48 
0.4B 
0.4B 

499 ,33 
463,()9 
426 ,52 
389 ,63 

40,70 
4070 
40,70 
40,70 

36.24 
3657 
36.89 
37-l:l 

4 ,46 
4 ,13 
3,81 
348 

463.09 
426.52 
389.63 
352,41 

'"'.",
'" 

1,20 
1,20 
l.20 

0,48 
0,48 
0,48 

352 ,41 
314.8, 
275 .96 

40.10 
40.70 
40.70 

37.55 
n.89 
38.23 

3,14 
2,81 
2,47 

31485 
276,96 
238 ,73 

ocr 1,20 OAB 238,73 40.70 38,57 2.13 200.16 
, ~ 

0., 
1.20 
1,20 

0048 
0,48 

200 ,16 
161.2, 

40.70 
40.70 

38,91 
39 ,26 

P9

' « 
161,25 
121,99 

2021 "" U O 0.48 12l.99 40.70 39,61 r.os 82,38 

"" M" 

'" 

U O 
1.20 
1.20 

Toto l 

OAB 
0048 

0.48 
.~"40.70 

~ 11 
~. o 

39 ,96 
40.32 
,~ 

2,515,>0 

0.74 
0.38 
0.02 

1,330.50 

42,41 
,~ 

. 
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5.138. l'aving regard to the above considera tions. in exercise of powe" conferred by 

Sect ion 13(I )(b) of th .. Airports Economic Regulatory Autho rity of India Act, 2008 r..ad with 

S..ction 22Aof the Airports Au thority of India Act, 1994, the Autho rity orders as unde r, 

ceereen No-II . Regarding Amount 01 OF, tenure 01 collect ion and Rate of OF per 

embarking passenger in respe ct of e51Airpo rt, Mumbai 

Il.a. Th.. Au thority decides to determine the Oev..lopment F.... that should be 

available for t he proj ..ct at Rs 3,400 cror..s. 

lI.b. The Autho rity deddes to indude t he inter..st compon..nt in the allowa ble 

OF billing, If OF is secu ritized . 

n.c.The Au thority notes that the est imated ba la nc;e of Development Fee n on 

01.01.2013, based On the expeded monthly ree..ipts, would be Rs 2,515 crOreS. 

The Autho rity, how ever , notes that MIAl has s..cur;t i, ..d an amount 01 Rs 150 

CrOr"S in August 2012 and this has b<"en tak..n Into consideration while eSllmating 

the ba lance OF of Rs 2,515 creres as on 01.01.20ll. 

Il.d. The rate of OF is determined as Rs 100 pe r e mba rking domest ic passenger 

and Rs 6DD per em bar king International passenger w.e.!. 01.01.20ll. This levy will 

commence w.e. f 01.01.2013 a nd, at present, Is estimated to cont inue upto April 

2021 based on the t raffiCforeeast considered In the Consulta tion Pape r - 22/ 2012­

13 dated 11.10.2012.The Authority furt h..r deCides that provided the balance 

amount of Rs. 2,5 15.00 c-eres is securitiled (at a n Inte res l rate 01 11.25%, th at is 

taken for the purpose of Tabl e 141. the to tal amount of OFbilling permilt ed is 

R5 .3,845 .50 era res of which Rs. 2,515.00 crores repres..nlS the ba lan ce OF as of 

01.01.20ll, the re ma ining amount of Rs. l ,llO.50 crores represents the inte rest 

compone nt. The allowed tenure of OF collection is therefore est imated upto April 

2021. 

Il.e. The Authority cia rifles that the calculations made by It In the Table 14 are 

based on the assumpt ions made there in and therefore decides to periodically 

review the OF billing (based on t raffic as well as on Ihe basis of a udited figures 
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additional means of finance during t he above ment ioned tenure and make 

appropriate decisions as may be required based on such review. 

11.1.The Authority decides t hat t he amount of Deve lopment f ee, levied and collected 

at CSI Airport, M umbai, will be ut ilized by Mumbai Inte rnat ional Airport limit ed in 

accordance w ith prov isions of Airports Authority of rnd ia (Major Airports) 

Development fees Rules, 2011. 

Impact of DF on the Regu lato ry Asset Base (RAB) 

5.139. The Authorit y in its Consultation Paper - 22/2012·13 doted 11.10,2012 (Tentat ive 

DeCiSion No. 12) had indicated that the issue of calculat ing depreciat ion would be addressed 

in te rms of the actual date of complet ion of the respect ive aeronaut ical asse ts rather than 

assuming them to have been commissioned in the middle of the financial year, The 

Author ity also not es that for proper determination of depreciation, both the date of 

comp let ion/ commission ing of the asset as weil as the OF billedl secunttsed on such dates 

are important and relevant factors. This is because OF is a measure of last resort for funding 

the project and gets reduced f rom the RAB to arrive at the net RAB On which Weighted 

Average Cost of Capital (WACCj Is given which then forms one of the compone nts for 

determinat ion of the Target Revenue. 

5.140. In Consultation Paper - 22/2012·13 dated 11.10,2012, the Authority had "tentat ively 

decided to consider the Of Funding of RAB such tha t RAB to be capita lized in any ta riff year 

would be first reduced to the extent of Of amou nt bi lled / securit ized and not already 

reduced from RAB" . In this regard, the Authorit y has received comments of Airpor ts 

Authorit y of India (forwarded by MoCA vide leIt er no AV20036/4/2010-AD date d 

21.12.2012). In thei r comments, AAI has referred to the Consu ltati on Paper - 22/2012-13 

date d 11,10.2012 and regarding adjustment of RAB on account of OFst ilted that 

"1. As per th ~ Airports Aulhority of Indio Development F~e Rules, 2011, the amounl 

co ll~cted G5 DF should be utilized rowards poyment tor rhe cost ot Eligible Msers. As 

per approval, DF was to be ulilized anly for the development at Aeronautical Ass~l. 

which ore Tro nsfer Assets. However, AERA while issuing this orde r has nor menlioned 

.pecific condirion far manner at utilization at DF and did no! menrion ony specific 

oss ~ rs which are to befunded I 'm .~~
¢ :,t. ' '' , qlt;t­

' ,Ii' .;;; 
F I ~ " 

~
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2. In l~ MYTPproPOWll~Af RA h"'fo/I"Wf'd I~ polic~ol lM 01 bil~d/s«uti tiHd 

to ee l irs! " djuJlPd """o'nu t~ campleled "SWfJ in t/l(>l Frond,,1 ¥'tar "nd "n~ 

balance OF l~rt(J1 iJ ""umPd I" ho~ lundtd 1M c" pil'" works in p'()f1te". MIAL 
haJ cor>tt ndtd 5"~lnu 1M "mounl 01 "SJefJ c"pilaliJPd ifI "lI lin"nckll ytOrJ exceed 
l~ Of blrlPdl~rlHjlil e d "nd "s II te."ll r~ tnrire 01 om"",,1 iJ "SJumed to /I(>~ 

bten uliIo'ltd towa ,d. copiloliltd f liQjble As~t s which iJ nolloir ond os pet normol 

proctice. 

In norma! prIXtjce the omounr 0101 cc>/Iected should bt adjusted of/Oinst the a5~1 1 

lor which it /1(>5 ~tn wnctioned. HowtOltr. 05 1MAfRA o,*t dots not specify I~ 

alset . which ore to bt lundPd b~ 01, II i5 1elt 1/1(>1 tM l oIlowing methods con ~ 

adopted.­

II Adjusl the omoont al OFcol~ete d I19ao',,5/ essers 10' wh jch 'I hos bun utililPd, il i t 
con ee identil ied Ih,ough on~ proper means ond records/olrernarivtly apportkl" OOltr 

",ItM eligible assel proportionately. 

ii) The treotment should ee es pt, the guideline. giOltn o'n AS-l2 issue by InsWute 01 

Ch" rlered Account" nr rt g"rdo'/llJ gr"nt """ ,,,,, lfle "sst/.· 

5.141. The Auth"rjty has receivee considered comments from the other stakeholders also. 

In th is ,egard, lhe Authority notes tha i the to tal Quantum of OF as determined by the 

Author ity is Rs 3,400 c-eres and the to tal allowable project cost is Rs 12,069.80 «cres (Rs 

11,&47.46 eto,es plus ns 422.34 crcresj. Further it is also noted tha t the present exercise is 

limited to the determination of Of to bridge the funding gap bet ween various means of 

finance and the allowable project cost. The extent, to which t hi~ amount of Of is utilized to 

fund the assets - part ly / wholely, Is a separa te matter , which Is rele vant to and pertains to 

the adjustment of RA8 on account of OF. 

5.142.. The Il.",thority wo",ld consider and analyse these comme nts and make appropriate 

de ~ l s l on at t he time of its Order regarding dete rmination of ae ronauncat tariff in respect of 

C51 Airpoft, M",mbai. 
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6 . Summary of Decisions 

Oeci ~ion No·1. Regarding Project cest and bea latlon~ t hereof in respect of C51 Air port, 

Mumbal 84 

l .a.	 The Auth ority eeee es that th ere i~ no need for any fre~h study for assessment 

of projed cost 84 

l .b.	 The Authority ded des to consider the allo wable project cost at Rs 12,069.80 

crores, which Includes Rs 11,647.46 crores as allowable project cost during th e 

current cont rol period and as 422.34 eec res as cost of projects not included in 

Ihe current cont rol period 84 

I.e.	 The Auth ority decides t o di~ allow R ~ 310.20 cecres f rom the proj ect cosl of Rs 

12,380 crc res as submitted by MIAL 85 

r.e. The Authority decides f hat it will reckon the project cost of R ~ 11,647.46 crcres 

as the basis f or determ ination of RAB fo r the current oontrol period 85 

r.e. The AU l tio rity also d ec ide ~ 10 cap the proj ect cost at R~ 12,069.80 creres based 

on ttle proposed dis-allowances l excl us lo n~ . Cost of projects, wtlich are not 

Included In the project COSI for the currenl control period, i~ R~ 422.34 crores. 85 

1.1.	 As rel ards the non·inclusion of the Items, Included in Rs 422.34 erore ~ in Ihe 

all owable pro ject cost, capped at Rs 11,641.46 ctc res, the Authority decides 

that , based on the documents, if and when pre ~ented by M IAL, regarding 

incurrence of expenditure on nems included In Rs 422.34 eecres during the 

current contro l period, the Authority, aft er rew iew, would make appropriat e 

decision on Including ~uch i te ms in the all owable project cost f or t he current 

cont rol period 85 

l.g .	 The Authority decides t o cap t he Escalat io n, Claims & Cont ingencies at R~ . 630 

cre res to avoid overrun of project oost 85 

Decision No-II. Regarding Amount of OF, tenure of collect io n and Rate of Of per 

embar1ling passenger In respect of C51Airport, Mumbai 107 

lI.a. The Aut hority decides t o dete rmine t he Development ~ thal should be 

available for the project at Rs 3,400 cro r e~ 107 

lI.b. The Authority decides to include th e lnt e r e ~t oompo nent in th e allowable Of 

bill ing, if OF I~ seruritized 107 

u.e. The Auth ori ty note s t tlat t he est imated balance of Oevelopment f ee as on 

01.01.2013, b a ~ed on the e.peded monthly receipt~ , wou ld be R~ 2,515 crc res. 

The AU lhority, however, notes t IAL has securit ized an amount 01 R~ 750 

c-e res In August 20U and ~~ n Int o consideration while 
-""'" .. 

::::::::~ ~.~ m ~'~~.~'_h_ . 'r_.<! ere ~.on 01.01.2013 '~"~~. " ._b_._'_."_'_f,~· ' ;.?1 s	 107 
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Il.d.	 The rate of OF Isdetermined as Rs 100 per em ba rking domestic passenger and 

lis 600 per embarking Interna tional passenger w.e.f. 01.01.2013. This levy will 

commenc;e w.e.f 01.01.2013 and, at present, is est imated to continue upto April 

2021 based on the t raffic forecast considered in the Consulta tion Paper ­

22/ 2012 ·13 dat ed 11.10.20l2.The Authority furt her deddes that provided the 

bala nce amou nt of lis. 2,515.00 era res is Securitized (at a nlnteren rate of 

11.25"", that is taken lor the purpose 01Table 13), the tot al amount of OF billing 

permitted is Rs.3,845.50 eecres of which Rs. 2,515.00 (fares represents the 

balance OFas of 01.01.2013, the re maining amou nt 01 Its. 1,330.50 crores 

represents the interest component. The allowed tenu re of OF Co llection Is 

therefore estimated upto April 2021 107 

u.e. The Authority etermes that the calculat ions made by it in the Table 13 are based 

on th e assumpt io ns made there in a nd therefore decides to periodically review 

the OF billing (based On traff icas we ll as On the basis of audited figures 

provided by AAI and MIA L), its securit izat ion, conseque nt inter est char ge and 

any add itional means of fina nce during th e above mentioned tenure and make 

appropria te decisions as may be required based on such review 107 

ll.f.	 The Authority decides that the amount 01 Developm ent Fee, levied and 

colle«ed at (51 Airport, Mumbai, will be ut ilized by Mumbal lnternational 

Ai rport l imited In accordance with provisions of Airports Authorl1y of India 

(Major Airports) Development Fees Rules , 2011 

To, 
Mum bal tnternat ional Airport Private Limited 
Chhatrapa li Shivaji Internat io nal Airport 
First Floor, TerminallB, s aneeerue (E), 

Mumbal- 400009 
(Through: 5hri R. K. Jain, Chief hecutive Ollicer) 

108 

By the Order of and in th e 
Name 01 tlla Authority 

~--. 
(Capt. Cha udhary) 

Secretary 
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MIAL/CEO/91	 19'" November, 2012 

To,
 
Tho Chai rman
 
Alrpol1 , foonoml~ Rllilulilt ory Allthorlly of India
 
A!RA lIulldln& Adm lnl$tratlvo Comple~
 

SoldarJuntl Alrpo l1,
 
Naw Delhl - 110 DOl
 

Sir, 

Sublect; Grant of pevlllopment Fee ( OF) In resp, ct of Mumbal Airport rell, 

Rof:	 1. Authority letter No, AERAj200l0jMYTPjMIAl/ZOll-11-1l1j1803 dated 01 
November. 2012 
2, AAI letter D.O,No, AAI/MC/MIAL-07/ECjl012-1l/25Zo-:u dal ed 26" Octobfl r 
ZOJ2(copy re ceived by MIA Lfro m AA' on alii Nove mblll', 2012) 

. The letter of AA' as referred above re6i1rdlng lJ"lfvslon of additiona l equity In MlALto nrm up 
' the calculation 01 Of, was recejved by MIAL only on 8 '~ November, 201Z. Autllorlly'sletter 
4ed 01 November, 2012 {mentioned above) refers to th l~ letter of AAl . 

We woold like to bring to kind notlee of the AUl horlty thaI consequent 10 the Issue of 
Consultation Pape r No. 22/2012-13 dated 11'" OCtober, 2012 by the Authority for 
"Determination of Aerona utical Tariff and Developme nt fe e In "~ SP 8ct of Chhil1 rapatl Shlvajl 
jnternatlcnal Airpo rt, Mumbal for the fs t Regulalory Period (01.04.2009 - 31.03.2014)-, the 
Board of MIA Lwa s ap p riSed of t he fundi ng gap lofl unaddressed by the Autho rity to the 
elrtenl of Rs. 1347.74 crores while propos ing nevetepment fe ll of Rs. 3400 crcrcs (Including 
Rs. IS17 ereres already , ancth.med) . Detalb of gap of Rs. 1347.74 c-eres are as below: 

R~jCrs 

Gap as mentioned In the CP	 819.05 
Add: 

Project cos t defllrred 422.34 
Project cost dlu llowed 106,35· 528.69 
Total Gap 1347.,7 4 

• Project cost disallowed	 310 .20 
tess: 

Uplront fee reducod from equity 153.85 
Int. Ca rBO Dl;lnlopment COst 

to be lnw rrt d by the concessiona ire 5Q.00 ,,,,,;;;;~~i 

lWISallowance ~ 
conto..2/­

~ " 
.......~ Allft......" . ~ " (1It>,o"_,, s'-oJ ; ,
'" ' ''"" ''''''''''',,<1. ~""' 
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The Board deltberated on the Issue ilnQnoted with concern that fundln& gap of Rs. 1347.74 
erores Is yel to be addressed. Issue of Infusion of ~ ddJl lonilr equity beyond lb. 1200 c:rores 
was also delibe rated upon and It wn found Ihat the ro ls no chan l e In position from th. lasl 
!Ioard Meellng held on 26" July, 2012 wnd Dotordlngly It WaS fe lt Ihal no furth er "'1ulty 
Infu$lOn wou ld be posstble. Hence II statement of Intent by AAI alone to Infl,lsl! Equity Share 
capital to meet the fundIng gap does no! offer a vlablo alternative. 

Upon furt her discussions on the matter of meeting the uncovered funding gap of Rs. 
1347.74 crores, t he Soa rd reltllrate d Its serious ec r eern abou t meettng this funding gap for 
completion ohhe proje ct. It was nalecl th at In the past, lenders had clearly mentioned that 
imy dl!(lslon for further loan Is dependenll.lpM f! nall ~,lotlon of OF and determln atlOrl of ta riff 
by A£RA and fl...am; lals of the projlld. The [\Dard tll r",eted offiCials of the com pany to 
approactt the l"'ntle l'1 to e~plore pos slblllty of tle- l.Ip for 'Olln 10 me"t th iS funding sap. 

In view of above fact s, II Is elltremely tllff\c;ull to brIdge funding lIap of RS. 1347.74 crc res 
anc! the re Is no poss ibility o f brln,lni any additional eqully. As we have explained In our 
earlier submissions no othe r re se urees are IIvalfable lowa rds , edUcing require ment of DF 
proposed by the Authority. 

We request the Authority to kin dly consider the above facu and finalise the proposed OF of 
Rs . 3400 crores (Indudlns Rs. 1517 cro res already approved by the Authority) at th ... eo,II"51, 
In the Interes t of completIon of p,oJeCI. 

Thanklnll you, 

Yours sincere ly, 
For Mumbai Inter ml1.lo na l Airport Private Umlted 

~:~ 
Chief b ecuUvt Officer 

cc;	 1) Secretary , Ministry of Civil Avia tion, New Deihl 
2) Chalrmlln, Airpo rts Al.lthorily of lndla, New Deihl 

~ N E.Q" 

~ 1 • • O. T1...-.. .., "''-' .... U4 
e-u_~_ t ...... ",_ 

tAA NSOOA TAt 'ON
" tf_ .T..-.,. ·",_ lU__ oot._ 

.~A LTV 

t" '11"0'1:I00 F ." n .....='	 ~OSPI TA LITY 
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; No. M I/ JVC/MIAL./Equlty/2012-13 5'" December; 201., 

..
 
.•, .. The S e c~retilrY , 

Airports Economic Rcgu,latory Authority of rocre 
AERA Building, Administrative f omp'ex ..
• " Safdarjung Airport ," 

• New DeJ.hl . , 

• Sub : Grant of Development Fee In r e s pect of Mumbll Ajrport· . ' . . . , . 
,Madam , 

• This has -ererence' to • vour let ter no. AERA/20010//lll IAL-OF/2009. , . 
lOiy0I.V/1 993 dat'ed ze" Nove mber, 2012 on'the subject.etten ab.o.v~,. 

-. As Indicated In y~ 'ur above refe~cd letter" it th e Final Capital Gap Is 
taken as ~s.3 400 crores (as OF) against which actual OF coltecteo-upto 
December, 20 12 wtube Rs.833 crores (Aoprox .). 

, . . . . 

, • ..' ,. 'rers Issues with the approval of Compet ent Auth qrlty'.,,
 '. , r • . • ~ ••' . j 

.. • , 
Yours faithfully, . 

• •• 
, , 

• · ~4 
, ~. SURESH) 

, Member ( Finan ce) 

• 

.. 

• 

• 
• 

• 
• • 
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