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BACKGROUND

21

22

2.3

24

2.5

26

MAFFFPL is a joint venture company (JVC) comprising of the Oil Public Sector Undertakings
(PSUs) namely Indian Oil Corporation Limited (IOCL), Bharal Petroleum Corporation Limited
(BPCL), Hindustan Petroleum Corporation Limited (HPCL) and Mumbai International Airport
Private Limited (MIAL), each holding equal ownership, Pursuant to License Agreement
between MAFFFPL and MIAL dated 30™ December 2014 valid till 02™ May 2036, MAFFFPL
was incorporated for the purpose of taking over and managing the current aviation fuel
faciliities of the Oll PSUs, creating an integrated aviation fuel facility at Terminal 2 of CSIA
and operating the integrated awatmﬁfu‘hﬁat:ilﬂy on an open access model,

MAFFFPL had requested t haAuthuﬁ-tf w]&a hl‘taf dated 14.11.2014 for interim tariff approval
of ¥T826/KL, as Fuel Infrastn]c’curn‘ﬂbarﬁéh{ﬂﬁ! After multiple representations, discussions
and user consultations, the Autha'fﬂy vl:;:lg ﬂ:gh‘ order no. 01/ 2015-16 dated 27.02.2015
determined an ad-hoc infrastricture’ qhﬁrbn of  710/KL for the period 01.02.2015 |.e. the
date of commencement of uperat?n% qt ﬂl‘IAFFFF‘L up to the date of implementation of tariff
determined under the price c:ap régujatian for MAFFFPL.

Subsequently, the Authunl}* wda ldl!n-r '. '123 01.2016 advised MAFFFPL to submit the
MYTP for the second mnﬁ'btwﬁd ‘Stafting 01.04.2016 in order to have uniformity in
submissions for the 2™ mnwrpqgio:kmf l\;r_irmer decided that tariff levied for the interim
period from 1% February 2015 up to 31st March 2016 will be trued up while considering tariff
determination for the forthcoming control period.

As per MAFFFPL submissions, currently all the Oil PSUs namely HPCL, BPCL and |OCL are
operating from their respective facilities located at Sahar and Santa Cruz areas on the land
provided by the Airport, T The planned integravag Fuel Farm Facility (built on an area of
appro:imatc];r qmam ﬁquard‘mem and ham;\gaquc atqralgaucapaclty of 47,500 kilolitres of
ATF) will npar‘lta frnm aminghe pou‘rl [i e, at ﬂ'la site ahtha Bxlsung facilities of IOCL and
HPCL near the Domashc terminal 1A, Santa Cruz) to bring in efficiencies of integrated
operations. It has been further stated th&t,, the axtshng assets acquired from the Qil PSUs

will be disposed-off un?aﬁt‘g.e InIegl;atad ﬁ[q]e_l famjl;ls uperallnnat

_1Jl """

MAFFFPL has appra%’ched?méxhumnrlty wil"h 1ta*MYTP seeking approval on tariff for FIC of
882/ KL. MAFFFPL filed its MYTF submissions for the second control period from
01.04.2016 to 31.03.2021, vide their letter dated 10.03.2016. Subsequently, MAFFFPL filed
auxiliary submissions dated 30.09.2016, 11.11.2016, 14.11.2016, 23.02.2017, 24.02.2017
and 03.03.2017.

Further, vide Order No. 19/ 2016-17 dated 20™ March, 2017 issued by the Authority,
MAFFFPL were allowed to continue levy of the tariffs existing as on 31.03.2016 till
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Stakeholder's comments on Issues pertaining to Open access model adopted by MAFFFPL

2.7

With regard to the Open Access model adopted by MAFFFPL, Reliance Industries Limited
commented as under:

“With reference to the abowve, it has been clearly brought cut in the consultation paper that
Mumbai Airport Fuel Farm Facility Private Limited (MAFFFFPL) has been incorporated with an
express provision of ushering in "Open Access” at Mumbai Airport by developing an
Integrated Fuel Farm Facility.

It is pertinent to note even after 3 years of the operations, MAFFFFL is nowhere near
operating on "Open Accass{' baé:’& qﬂnﬂﬁ HOCL, BPCL, & HPCL - the equity holders of
MAFFFPL - have access' tp $uppgy¢zw IA?Fj to airlines operating out of Mumbai Airport
while all other ATF suppﬂafs hawﬂg vaﬁp"a‘ﬂthodsaﬂnn to market ATF in India (by GO}
continue to be denied access mfsﬁpp;y':ﬁ# at Mumbai Airport. The situation is totally
against the principles on M}ch MfF’FFPL \has been formulated and goes contrary to the
assurances provided by MAFFF@L 50c}mpeﬁﬁon Commission of India (CCI) during the
approval process for the cambin _' i Wg Il_bemfur&. feel that continuation of the Fuel
Infrastructure Charges {FIGJ M laa.s ﬁccbpl‘jng an increase as proposed by MAFFFPL
would be akin to rewarding tﬁa@ﬁ[ﬁ' mw hold 75% of equity shares in MAFFFPL) by
providing them a healthy and. gfsu@yfkﬁlm Jess risky invesiment made in MAFFFPL and
also fo continue fo allow them to hava monopoly - for as long as they wish - to sell ATF at
Mumbai Alrport without any compelition from other private players including RIL. The
intended objectives of improving efficlency and service quality has not been achieved so far,

As regards the consultation paper 268/2017, in clause 4.5 the basis for determining the value
of the dead stock (ATF) is not clear, whether H'.us vafua has been determined based on open
bidding from:all the Alﬁwﬁﬂm nuﬂwnsedaﬁvﬁﬂq »Ps%ﬂiause 4.9, it is mentioned dead
stock (ATF) aﬂ'ﬂr and of m control period shall be disposed off. It is not clear, how this
transaction of sale and purchase of ATP (valued at Rs. 4563 lakhs) and at what value by
MAFFFFL shall carried out.

|1-.Hl.

Woe, therefore, requaag;ﬁéﬂﬂ fﬂ ansurg mai' .‘mrﬁd[ale "Open Access" be provided to all
ATF Marketing Companies.in. Ingia: af anm‘ on the same terms and conditions and
facilities as enjoyed by PSU OMCs before deciding on FIC issue at Mumbai Airport.."

MAFFFPL's reply to Stakeholder's comments on issues pertalning to Open Access model adopted

by it

Order No. 30/2017-18

28

With regard to the stakeholder's comments on the Open Access Model adopted by
MAFFFPL, MAFFFPL was of the view that-

‘We agree that MAFFFPL has been incorporated with an objective of providing “open
access” to all the authorised fue the CSIA, Mumbai by developing an Integrated
Fuel Farm Facility.
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While MAFFFPL is developing the aforesaid facility, the open access can be provided once
this facility is commissioned. The MAFFFPL is fully committed in this direction and the facility
will be made available at the earliest.

Dead Stock: Dead Stock is accounted based on actual acquisition values incurred while
taking over existing facilities from OMCs and Hydrant facilities from MIAL. OMC's
compensation for fresh dead stock was based on than declared present Domestic Market
Price of ATF, whereas aclual fuel cost related to Hydrant system was reimbursed to MIAL
basis their Statutory Auditor's Certification. Total value of the existing dead stock is Rs 3876
Lakhs which was scrutinised by gAsabd all other auditors. MAFFFPL's fotal dead stock
value of Rs 4563 Lakhs uju fo! ﬂ#ﬁr“fd éo Qﬁ' period, includes value of this existing dead
stock Rs 3876 Lakhs raddad l,_llw \apgmf period) and further projection value for
incremental dead stock of R&W Lnkhs Mged in second control period). Projection value
of incremental dead stock nﬂ'.'i d?iﬁ" ‘on actual operational requirement at time of

commissioning of integrated fa?ng A?Pc?it {wh get frued up based on actual acquisition cost.

Please refer to decision of Aif i : fg.l’sﬁﬁa 1.c), where in Authority is considering above

dead stock as nnn-depmnabje M{at Endiﬂﬂg%gnmdar an appropriate adjustment in fariff al
the time of actual disposal '© i ,; ST CONTROL PERIOD. Therefore please

(VT B S ra i

note this dead stock shall Ex{.sf 8s non- iable asset throughout the life of the facility and

-

shall not be disposed in sec con period as stated.”

Authority’s response to Stakeholder's comments on issues pertaining to Open Access model
adopted by MAFFFPL

2.9 Wih regard to the stakeholder's comments on the Open Access model adopted by
MAFFFPL, the Author of the view that FFPL is established to create competition
ameng supﬂﬂmnd aIHﬁJEWA dgrq;ﬁl"at the Airport. The argument
that the open access cannot be provided unless am‘ the common facilities are created is not
justified, MAFFFPL is advised to provide open access to all parties who propose to supply
ATF, without mmprﬂm?mg aq}gjyand s&cmt‘?r at the Airport.

ar Ehl..' E.AJ:;' 4 . - -"{I-‘
ﬁg § FAp-r VoA ::"':' 1-‘;}}1"1;& nEIEi.
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3. METHODOLOGY FOR TARIFF CALCULATION

31 As stipulated in the CGF Guidelines, the Authority follows a three stage process for
determining its approach to the regulation of a regulated service -

3.1.1 Materiality Assessment,
3.1.2 Competition Assessment;

3.1.3 Assessment of reasonableness of the User Agreements between the service
providers and the users of the regulated services.

32 Based on the Authority's review'/as dsscribed above where the Regulated Service(s)
o T L i _ -

provided are deemed: : ] LB
321 'not material, the Autharity shall detéfrilne Tariff(s) for Service Provider(s) based on a
light touch approach for the duration of the Control Period

£3 Lei

| i _.:: . -I '
I &u!i\prﬂy shall determine Tariff(s) for Service Provider(s)

i
3.2.2 'material mncompemrva'ﬁ,m

h mi:h\é.duraﬁun of the Control Period
k) W,

based on a light touch app

1
f
LS

&

""a' i g I":—!-":&: feid h
iy Mﬁ ) ‘ﬁ?'u}there the Authority |s assured of the

reasonableness of the .existir _Usiﬁﬁ" greement(s), the Authority shall determine
L e b

Tariff(s) for Service Fmvl_@gr_[{_g_}_ based on a light touch approach for the duration of the
Control Period

3.24 'material and nol competitive' and where the Authority is not assured of the
reasonableness of the existing User Agreement(s), the Authority shall determine
Tariff(s) based on price cap approach for the duration of the Control Period.

3.3 Based on MAFFFPL's submission, mat&riall'l"g_-i[;gax (based on the fuel throughput at IGI
Airport in mmp’algponﬁb"aﬁﬂ theoughpat at other mafor iports) is more than 5% and
therefore the service js deemed to be "material”. % i

34 The CGF Guidelines provide that where a Regulated Service is being provided at a major
airport by two or mnre,g%wicéglii'dﬁda__t{éj;&ﬁ sha!be deemed "competitive” at that airport
and if such service ta_-'"'], v jed by less thari two gﬁqﬁm Provider(s), It shall be deemed "not
compelitive”. The Gliidelines als6"provide thit'the Authority may in its discretion consider
such other additional evidence regarding reasonableness of competition, as it may deem fit
and the determination of number of Service Provider(s) at a major airport shall include the
Ajrport Operator, if the Airport Operator is also providing Regulated Service(s) at that major
airport.

3.5 At present, the fuel farm services at CSIA are being provided soclely by MAFFFPL. Hence,
the service is deemed to be "not competitive™,

36 The Authority has noted that as per the CGF Guidelines, based on the assessment of
materiality and competition, MherFSiEihPgylated service is deemed "material and not
competitive”, the Authorifys 3 fhen Bg%eds the reasonableness of existing User
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Agreement(s) and where the Authority is assured of the reasonablencss of the existing User
Agreement(s), the Authority shall determine Tariff(s) for the service providers based on a
light touch approach.

3.7 Regarding Reasonableness of User Agreement(s), the CGF Guidelines provide that the
Authority shall consider the existing User Agreement(s) as reasonable provided that:

3.7.1 (i) The service providar submits existing User Agreement(s) between the Service
Provider and all the Ussr(s) of the Regulated Service(s), clearly indicating the tarif(s)
that are agreed fo between the Sam-na Provider and the User(s) of the Regulated
Service(s), and w%

e ¥y el
(ii) The User(s) of the ng!a‘te,ﬁsdmhpﬁj have not raised any reasonable objections

or concems in mgarﬂ ’fp, .tﬁlj‘:ﬂL st ﬁ' User Agreement(s), which have not besen

approprigtely addmssﬁ‘w& !_.J}'-;?_._.:_:g; ! '_;3,
Provided that the Au.th&n i ,|'.I|rﬂ its discretion consider such other additional

evidence regarding SonE ._I _r__LanssrAgmanm!fsj as it may deem fit."
3.8 In pursuance of the same, | FF;PI,‘]ar'_:mlﬁd Minutes of the User Consultation Meeting
' for the second control period ending on

agreeing on ths pmpoﬁed’ng
31.03.2021.

---um--—---l-

WS T
However the Authority noted thal MAFFFPL was set up essentially to provide common

access to all suppliers of fuel and remains a monopoly provider of infrastructure of fuel
supply. Hence, the Authority has decided to determine tariff for fuel supply service provided
by MAFFFPL at CSIA under price cap regulation for the second control period. This is in line
with the earlier decision of the Authority to rw:}rt to Intrusive tariff determination in case of

MAFFFPL. ’F'"“'
aTT 5TV .1..
39 Where the Regulated Séndne fs_deemed ‘material and- |nqt competitive’ and where te
Authority is not assured of the maannnblenaaa of tha existing User Agreement(s), the

Authority shall calculate the Ammga[& Rey uwemanl (ARR) for the second control
period on the basis of ﬁginﬂ g.Re Blnckﬂ
. ‘”fni' E‘.W !

-—-"!ll'l
3.9.1 Fa.rnar.enfaéﬁm toithe RegUlafory Asset Base (FRoR x RAB)

Plus

3.9.2 Operation and Maintenance Expenditure (O)

Plus
3.9.3 Depreciaticn (D)

Plus

3.9.4 Taxation (T)

Ordar No. 30/2017-18 Page 8 of 36




39,5 Revenue from services other than aeronautical services (NAR).

3.10 Based on the building blocks provided above, the formula for determining ARR under Hybrid
Till is as follows.

ARR = Z(ARRE] and

=1
Where 't' is the Tariff Year in me cnntrr::-l Period;

....

FRoR is the Fair F,;‘atap\}f{eﬁm fw tha control period;

RAB, is the Rﬂgqla!on&saai' qa for the year 't'

D, is the Dapreclaﬁpn col‘f'asponidrng to the RAB for the year 't',

0, is the Dperahuq,ﬂnh I‘,I'Ialmbnanm Expenditure for the year 't', which Includes
all axpandrh;raq- Iﬁcurred: l Airport Operator(s) including expenditure
incurred on stamfﬂq operatlﬁg costs and other mandate operating costs;

‘n.__,..af -!'1,-*

i 3 i
T, is the corporate tax ﬁar the year 't paid by the airport operator on the
e

aeronautical

NAR, is the revenue from services other than aeronautical services for the year
't

3.11 The present value of total aeronautical revenue that is estimated to be realized each year
during the control pemqgl proposed tariff Ievgt; is compared with the present value of the
ARR during'the mntmiipm?“u Inscaserthe préuaﬁ_tg#aluuﬂfutimated aeronautical revenue
during the nnntml 'parledﬁs lower t‘han the prasant value'of ARR during the control period,
the alrport operator may opt to increase the proposed tariff. In case the present value of

estimated aeronautical revenue is higher tt than the p;uent value of the ARR then the airport

operator will have to rmﬂae its mpﬂﬁ%i@ﬂfﬁ«

312 The detailed suhmﬁ‘aluns'“'wi:lrdmdaﬂ hj! MAFFFE’L ln fespeci of the Regulatory Building
Blocks have been discussed in the subsequenlt sections.

Stakeholder's comments on issues pertaining to methodology of tariff determination
3.13 With regard to the methodology of tariff determination, BAOA was of the following view-

"Fuel Charges should be regulated on ‘price cap’ approach, based on cost inpufs and, not on
light touch’ approach.”

MAFFFPL's reply to Stakeholder's comments on Issues pertaining to methodology of tariff
determination

3.14 MAFFFPL agrees with ology of tariff determination.

Order No. 30/2017-18 Page 9 of 36



4, REGULATORY ASSET BASE (RAB) AND DEPRECIATION

4.1 As per clause 9.2 of the CGF guidelines, RAB assets shall be all fixed assets proposed by
the Service Provider(s), after providing for such exclusions therefrom or inclusions therein as
may be determined by the Authority.

42 The assets that substantially provide services not related to or not normally provided as part
of Regulated Service(s) may be excluded from the scope of RAB by the Authority, in its
discretion.

MAFFFPL's submission - RAB and anrem‘

4.3 Capital expenditure durbng uh&mﬁﬂﬁl{ﬁedmom by MAFFFPL is shown below:

mwﬁfv*}—”
Table 1: ‘mn eriod (in ¥ lakhs)

a8 qﬂir-ta FY18-18 | FY19-20 | FY 20-21
Building - RCC 1,518 \m '}1&2? 582 - -
Building - Non RCC Ll IR Z ? 2 =
Roads PGl s Wu 102 - :
Lab equipment [ 5 - - -
Plant & machinery-others RRTEE T3 200 1,023 8 5
Storage tanks 4631|5571 1,776 - -
Pipeline 1621 1,95 622 - -
Furniture - - - - -
Vehicles - - - - -
Office equipment - - - - -
Computers - - - - -
Electric installations : 462 177 - -
Deadstock g, g a5y vy #? - -
Ancillary borrowing costs capitalized ||~ 1048 @ &r9| . | - - E
Total T T 2,308 | 14314 | 4970 : .

Order No, 30/2017-18 Page 10 of 36




44 MAFFFPL's submissions in relation to components of project costs are given below:

Assumption and basis

Basis of  capltal

expenditure proposed
to be incurred during

M/s Mott Macdonald India has assessed the cost of the proposed new
integrated common user tank farm and allied facilities. Proposed project
cosl has been based on such report as detailed below:

the second control Project Cost - Integrated Facility ¥ in Lakhs
. Common User Tank Farm (including Pumps / Filters) 18,715
pened Hydrant Feed / Connector line 2,690
T2 New Fuel Hydrant System 13.049
Control room Hnélmmﬂ‘rnaﬂnn 620
Buildings & Civil Works ;;?_:-, 4,553
Fire Systems (including ¢ i:’ﬂ.‘; Y 873
Electrical Insta[lg’tmns S 430
Total AT L A 40,931
(Less): T2 New fualll-i?ﬁl‘aﬁ ﬁatem (already capitalized in
the books) 1R {1l 13,049
Total f ” AT 27,882
Transfer of existing

assets of Oil PSUs

The cost of qnats&hﬂTri;hhmmrmd from Oil PSUs is based on the
a!. I Qpehd nt party, M/s EIL and in line with the MOU and
udy carrie aﬁw Mis E&Y

Transfer of assets of
MIAL

Basis the costincurfad by MIAL and certified by EIL, pertaining to Hydrant
infrastructure at Mumbai Airport, This was primarily bacause the new
terminal had to be completed and the Hydrant Refueling System work
could not be kept pending.

Ancillary
cost!

Borrowing

BTy

All expenditure which are directly atiributable and incremental to the
origination of a borrowing (e.g. loan processing fees paid to banks) may be
required'to be reduced from the'borrowing at inception and recognized as
\wﬂrﬁfqti@e  the'effective Intérest rate (amortization may
be on a stra’ight line bass in case. of warlahia rate bearing loans).

Basls the above: MAFFFPL has accounted for the General borrowing cost
and ancillary cost is being capitalized for the period of construction.

.,....

45 As per MAFFFPL, val:fé%\mi;@w Faﬁgluro? fuel or. QMsm ('Deadstock’) stored in fuel

storage tanks formi

of RAB_during the second, control period will be 24,563 lakhs

(23,876 lakhs added during first control period + iﬁa? lakhs added during second control
period). Deadstock has been considered as a part of plant & machinery however the same Is
not being depreclated during the second control period.

Order No. 30/2017-18
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468 RAB during the control periad as per MAFFFPL has been summarized in the table below.

Table 2: RAB as per MAFFFPL's submissions (in ¥ lakhs)

Upto | FY16- | FY17- | FY 18- | FY 18- | FY 20-
Particulars 31.03146 | 17 18 19 20 21
Opening CWIP ow -| e61]| 13605 | 29,870 " i
Capital
expenditure during CE 38,615 | 12,303 | 14,314 4,970 - -
the period Y,
FA=RA*(OW | —din ol
Financing o e B g . i
Prinmiicd + (CE ;g? CR)4 = r‘13 K 840 | 1952 | 1,522
Financing
Allowance FAC 4,128 - .
Commissioned
Commissioned
il CA 32,326 : ;
CW-= + CE

Closing CWIP W FE":"'G 7 ) . 2
Opening RAB OR 23165 | 43,024 | 39,835
Commissioned Rk e X ]
Depreciation DR 3,665 3,188 3,024
Disposals Dl 12,930 - -
Closing RAB R Baa | 32110 | 27,637 | 23,165 | 43,024 | 39,835 | 36,811
Average RAB ““ER’, e 28,669 | 29,873 | 25401 | 33,005 | 41,430 | 28,323

Authority's Examination - RAB

Jr-'L 1'1-7-'

ciation

4:14;1 ug.w:r % _gm;.i

47 The A.u‘lhnriﬁr nota“d that WFFPL ha*a dap.mau ancntary*bnmng costs pertaining to the

4.8

Order No. 30/2017-18

construction during the control parlm:l as prescribed under IND AS. However, since
MAFFFPL has separately nnnmdar&d financing allnwmna as per clause 8.2.7 of the CGF
guidelines as part of Rﬁgmﬁgn;gllar?npgmn __'“ _ta should be excluded from RAB.

The Authority noted/that ﬁ&mﬁ:ﬁmlmmn Iéﬁsliafbd luai_t Deadstock’) is to be stored in fuel
storage tanks at all times for uninterrupted operations of the fuel farm. There are 2 possible
accounting treatments for cost of Deadstock as observed in other fuel farms;

4.8.1 Deadstock is treated as depreciable capital asset: Cost of Deadstock |s added to
the capital asset (storage tank/ pipeline) cost and is depreciated at the rate of the
capital asset since the fuel farm operator is required to transfer all assets at zero cost
to the airport operator at the end of the concession period.

4.82 Deadstock is treated as non-depreciable capital asset: Cost of Deadstock is
accounted for as a separeTaD et {as ‘Deadstock') which is not considered for
ol Lo M

g
.........
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49

4.10

411

412

cost and hence depreciation cannot be provided for Deadstock in accordance with the
provisions of the Companies Act 2013.

The Authority in this regard has proposed to treat deadstock as a non-depreciable asset and
consider an appropriate adjustment in lariff at the time of disposal of such Deadstock in the

last control period based on the concession period of the fuel farm operator.

The Authority notes that on some of the assets the depreciation charged by MAFFFPL is not
in line with the Companies Act 2013, The Authorty is of the view that adopton of
depreciation rates as prescribed undar the Companies Act at any point of time is
appropriate, considering tha yanamm aﬁoptecl by the fuel farm operators

In this regard, the Auihnnti# rm malh&géhn;lumuun paper titled "Consultation Paper No. 9/
2017-18 In the matter of Dm:m;rdhqn of Usetul life of Airport Assets” dated 18" June 2017,
to determine appropriate dap?‘ggﬁﬂpn" 6 -'ﬁ line with the provisions of the Companies Act

K i

2013. Accordingly, the ai*.l.:tl'un'.u'infr h@lpmqoﬁed to revise the useful life and depreciation rates

in line with the proposals set O}ﬂ] lﬁ Juﬁh ‘consultation paper. The Authority will consider
changes/ revisions (if any) |rmhpehmaa- nuratla{‘; to the sforementioned consultation paper for

adjustment in RAB or true up ;;* _

i
Revised depreciation rates durﬁﬁr 1I'r'lh dnnhﬁgerind are as follows:

HedHd A9
Table 3: Revised depreciation rates for the second control period (in %)
As per MAFFFPL As per Authority
Useful life | Residual Useful life | Residual
Particulars Rate Rale
(# years) | value X (# years) value
i . ¢
Bullding- RCC ' A9% 0% 167%
Building- Non-RCC | A7 10% 5.19% | 80: 0% 333%
Roads 5 10% 18.00% 5 0% 20.00%
Lab equipment - | e R ") 10 0% 10.00%
Plant & Machinery- AW " B ol B
Others 1=§_-, A ,I!BEGI Y B‘ﬂﬂ 3 ‘-_:.;_ . 15 0% 6.67%
'"ABRY. LY W
Deadstock . . - = - s
Storage tanks 15 10% 6.00% 15 0% 6.67%
Pipeline 15 10% 6.00% 16 0% 6.67T%
Furniture - - - 10 0% 10.00%
Vehicles 8 10% 11.25% 8 0% 12.50%
Office equipment - - - 5 0% 20.00%
Computers 3 0% 33.33%
Electrical
instaltations 10 0% 10.00%
Order No. 30/2017-18 Page 13 of 36




413 The Authority has proposed lo revise estimates for capital expenditure during FY16-17
based on audited figures provided by MAFFFPL:

Table 4: Revised capital expenditure during the second control period as per Audited financial
statements of FY16-17 conaldered by the Authorily (in ¥ lakhs)

Particulars FY1617 | FY1718 | FY18-18 | FY 19-20 | FY20-21
Building - RCC 212 1,894 1,822 - -
Building - Non RCC - - - & T
Roads 319 = -
Lab equipment ’ - - -
Plant & machinery-others 0385 3,275 > .
Deadstock NS e (L 687 - -
Storage tanks coiear ] 1“” "j‘;ﬁﬁ 5,556 - .
Pipeline e 'm ,@?@ 022 1,945 - -
Electric installations | 165 Y 578 554 - -
Total 1,512 h’ ﬁ 13,9:2 14,157 . -
o B {0
Table 5: Revised RAB during the second ct a"‘&“di’&l p;{ _h':j_"_ per the Authority [in € lakhs)
Particulars s A7 V'FY 1718 | FY 18418 | FY 18-20 | FY 2021
H?I“L l;.uJ_'.l
Opening WIP ow TEH Q{ 2370|  17.180 - -
Copital umendture e 1572 | 13,932 | 14157 - -
FA=Rd* (OW +
Financing Alowance | e ca- cm 12) 136 878 851 * 3
Financing Allowance . N
Commissioned - - 1,879
Commissioned Assets % 30,401 - .
Closing WIP | & 5 “ Fp.; ’tL . ?ﬁ%mﬁ]’? '5 v . .
Opening RAB 31087 | 27362 | 22,737 38258 34,875
Commissioned assets y  peemmsm - 32,279 - -
Depreciation J. 4625 [4B25| 3828| 3384]| 3,195
Disposals i B W | gemee - | 12930 = .
5 ti:_;h ¥ "
Closing RAB A 7362 22737 38258| 34.875| 31680
Average RAB RAB=(OR*CR)/| 20675 | 2500 30,498 | 36567 | 33217

Order No. 30/2017-18
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Stakeholder's comments on issues pertaining to RAB & Depreciation

4.14 With regard to the Total project cost considered in RAB & Depreciation, MAFFFPL was of
the following view-

"MAFFFPL capitalized General Purpose Borrowing Cost based on IND AS Accounting
Principles.

- Under IND AS 23, borrowing caosts incurred in relation to both specific and general
borrowing are required to be considered for inclusion in the cos! of the qualifying assets.

- Accordingly, for each period, I‘ﬂ"u Cﬁhpany is required to determine value of general
borrowing cost for the m.qoaﬁi‘ve nﬁrft'ﬁ ;fnﬂ ﬂe?armme the amount of general borrowing cost

to be capitalized for specific pmjed“ *':",:

Basis the above, MAFFFPL .f.qu ";'_’ cou “ . ';rnr the General purpose borrowing cost of Rs
1825 facs and capitalized Hm“éﬂ'ﬁﬁ J.fnr‘ #‘fé period of construction. Addifionally, interest

during construction of Rs 1242 lpc.‘.! Mq}fq nap.ltaﬁssd by MAFFFPL.

The Authority vide point 4.7 4}5‘ GPg;as ﬁ' W) d General purpose borrowing cost and only
considered financing aﬂawahq& as kﬂf"ﬂ!ﬂ ﬂr h 2.? of the CGS guidelines as part of RAB.
s

.;/* o

Please consider General Purpm; rrowir cost in addition to Financing Allowance as part

of project cost.” HedH T 34

4.15 With regard to the treatment of Non-aeronautical income considered in RAB & Depreciation,
MAFFFPL was of the following view-

"MAFFFPL has generated dividend / interest on fixed deposits out of investment of the
surplus funds.

- Surplus furtdqm gaﬁar@miﬂ thrm@f@m' o snesg measures, basically placed as an
interim nrrangamant in fixed dapos.'!‘&? liquid funds to generate extra income before funding

the project.
- These surplus investments afl'b Md‘@sfaﬁt&umﬂwhg of cash flows and optimum

utilization of cash req?ﬁﬁﬂffor 'iﬁﬂuq@dﬂﬂﬁuﬁd

= i)
- This requires aﬁfc.‘enr rmasur_r maﬂagement

Request Authority to consider Fuel infrastructure Charges as Income under Aeronautical
Revenue and ofher above incomes as Non-Aeronautical income as these are Non-
Aeronautical in nature,

4,16 Wiith regard to Infrastructure & Safety- Additions to RAB, ATA was of the view thal-

‘Infrastructure- We would like to submit that any infrastructure project should be

established by evaluating overall economic fmpact from both users as well as operator

perspective. There is no n ndate two operators mersly lo create compelition if
i

by passengers. , fve _ Q; isting infrastructure should be sweat out to its
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fullest before implementing new infrastruclure plans. We heard the fuel facility operators
airing their views in the consulfation meeting that any extension of the existing hydrant
system by the same airport operator will ensure the much-wanted integration of this,
otherwise il becomes capital infrusive system. Air Travellers Association sees merit in this
stand point.

Safety- As an Air Traveller Association, our objective is to support the measures meant fo
provide safe infrastructure for the air travellers. In this regards we believe that the Fuel
Hydrant system is efficient and the safest way fto re-fueling the aircraft. It does not only
reduce the air side traffic mnvemﬁf buﬁafsu helps airlines lo get faster turnaround. DGCA
also mandates measures . ru' _-‘arraidn lmﬂ'.!u Accordingly, we request authority to
promote fuel hydrant S}rstemnr aﬂl,fgﬂ‘ba(‘(&

417 With regard to the treatment fpr L ok, l&ffﬁwasnrma view that-
it et

'% .'r-
JATA agrees with AERA's NDpCﬁEﬂ Iha[ dﬁadﬂuck be trealed as non-depreciable capital
asset "

el b

418 With regard to the mmgﬁr é'la "_"_f iatio "*"-Eﬁsm was of the view that-

“YATA agrees with AERA's revisi "__ ‘m MWM’QH rates which are more in fine with
the useful lives of the assels.”
e Tﬂ = RO EX I
4,19 With regard to the Airport Operator Fee, BADA was of the view that-

“The Airport Operator fee (AOF) needs to be looked al de-novo, in line with recent AERA's
policy not o allow any royalty/revenue share for asronautical services at public airporis. It is
submitted that AOF to be removed completely. Please read this submission in conjunction
with our plea fo remo Sgl’ Throughput Cﬂaqes (FTC) submitted in our letter Ref. No.
BAON AERA 08/ zauw @ respongerto consulation papers on five
mﬂ!ﬂfﬂﬂﬂlﬁ’ﬂm; s 7 i .

MAFFFPL's reply to Stakeholder's comments on issues pertaining to RAB & Depreclation
4.20 With regard to the A]'ii'ﬁ cq‘mmanls*"m iﬁ’fraagl.’i re and safety, MAFFFPL is of the

L g :‘?'" r'l- 1:

following view: g,-’* _ Y ;__1 |'.; : _rf_..

"We agree with ATA's views. Al CSIA, Mumba:, MAFFFPL is a sole operator meeting the
entire fuelling requirement with respect to operation and building of any infrastructure project
including existing hydrant system and extension thereof.

*

With respect fo Safely, we agree with ATA's views."
4,21 With regard to the IATA's comments on treatment of deadstock and depreciation, MAFFFPL
agrees to its views

*In terms of the Concession Agreement, il was a prerequisite for MAFFFPL to procure and
maintain deadstock, The deadSlogk.cfite employed is a sunk cost for MAFFFPL. Further
A gty of the Concession MAFFFPL has fo return
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Authority’s
422

4.23

4.24

4.25

4,26

back the facility at Zero value to the airport operator. The residual value of deadstock stands
Zero in the hands of MAFFFPL at the end of concession period. Hence the depreciation
should be allowed on the same to recover the aforestated cosl.”

examination of Stakeholder's comments on Issues perfaining to RAB & Depreciation

The Authority has carefully considered the comments from the stakeholders and MAFFFPL
on RAB & depreciation,

With regard to the MAFFFPL's views on total project cost, the Authority is of the view that the
return is to be given only when the.asset.is capitalized and the cost of borrowing is added to
the asset value and inciuded‘ihnfﬁé;ﬁ@ Furiher, borrowing cost pertaining to the funding for
the project shall only be mns!é'eﬁd In: ﬁs q¢ vialue General purpose borrowing cost which is
in the nature and for the purpnie ui wurklngr caprtal requirements shall not be considered as
part of project cost. Yo ol

With regard to MAFFFPL's viaws pn Npﬂ Aarnn.autical income, the Authority notes that the
other income cannot be mnsida;eél as; nbn-aemnauﬂcal since MAFFFPL does not own any

Y

non-aeronautical assets and*Bﬂe& ﬁbt r,:a ﬂut'any non-aeronautical activities.

With regard to ATA's co qn Infraatt&gﬂ]r& & Safety, the Autharity agrees to its views
that hydrant system should be ?romdai:l wherever possible.

o T
With regard to Reliance Industry Limited's comments on Deadstock, the Authority reiterates
the explanation given by MAFFFPL in respect of issue pertaining to the accounting treatment
of deadstock and consequently procead with the existing decision in this matter.

Decision No.1 Regarding RAB and Depreciation

Order No. 30/2017-18

1.a. The Al.lthﬂrlt? ths‘*dpcldad to mhf_n}_ﬂpatas for capital expenditure during

L g

FY16-17 bthnr.l umauditad ﬁgﬂuc pmvldatl by MAFFFPL.

1.b. The Authority has da-nlﬁud to exclude ancilliary horrnwlng cost from RAB, since
MAFFFPL has separately ﬂpltlllzed ﬂﬂam:ing allowance in lieu of borrowing
costs during thn mrulmr;glnn Rarin_“

1.c. The Authority fun declded:to treat umisiouj: as a non-depreciable asset and
consider an appropriate adjustment in tariff at the time of disposal of such
Deadstock in the last control period based on the concession period of the fuel
farm operator,

1.d. The Authority has decided to true up the depreciation, as and when the decision
to revise the depreciation rates is taken at the time of determination of tariff for
the third control period.

1.e. The Authority has decided to true up the average RAB to be based on the actual

period.
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5. FAIR RATE OF RETURN (FRoR)

MAFFFPL's submission - FRoR

5.1 MAFFFPL in its submission has proposed the capital structure, funding mechanism, and

FRoR as provided below:
Table 6 : Capital structure, funding mechanism and FRoR of MAFFFPL during the control period
(in ¥ lakhs)
FRoR = (WG *
Rd) + (1-WG)* | 1;71 A7 | FY 1718 | FY 1819 | FY 1920 | FY 2021
Particulars Re} I Mamit o
(om ity it ?“;L.-’-if::{"_ -:::_ ;9

Internal Accruals L ﬁﬁﬁ&»ﬁ; 5,918 4,526 - :
Debt D | lakhe'f 18,002 f0] 22452 | 20715 17,647 | 14,580
Equity E tiakhs'| | 16,015 19622 | 20005| 20,005| 20,005
Debt + Equity C |%Zlakhs | ) 8517 | 42074 | 40720 37653| 34,585
Cost of debt kd % 4/1'040%. |\, 9.40% | 940% | 9.40% | 9.40%
Cost of equity ke w7 21%: ;m 21% 21% 21% 21%
Individual year gearing G %o 54% [0 53% 51% 47% 42%
Weighted average
Welghted average cost ST ST
of debt Rd % 840%
Cost of equity Re % 21%
Fair Rate of Return FRoR % 1524% | 15.24% | 15.24% | 15.24% | 15.24%
Authority's Examination - FRoR

52 The Authority has proposed to consider fair on equity at 14% p.a. since the business

nperahunsﬁ fgﬁ[ﬁf& f8 inh F Wi
guaranteed by back. tdL ac _ :
determination process for other fuel farms as weill.

5.3 Further, the Authority h%pmpﬁéaﬁl’h sider intefs

equity to arrive at mw %ﬁ"

Order No. 30/2017-18

lly no risk where relurns are
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54 FRoR on the basis of revised return on equity at 14% p.a, works out to 11.87% p.a. as

shown below:

Table 7: Revised capital structure, funding mechanism and FRoR of MAFFFPL during the second

control period (In ¥ lakhs)

FROR = (WG *
Particulars Rd) + (1-WG) * | FY 1617 | FY17-18 | FY 18-19 | FY 1920 | FY 20-21
Re)

Internal Accruals ¥ lakhs l."?ﬂ 603 11,536 2.783 : _
'r:_':..;l:-;;.-i:t‘ir‘_ -.5-' ! o

s D | Riakhe | gols T deesa| 24012| 20788| 17.564
AR

R E | Ikhed is309 [ 17,080 | 22200 22200| 22220
Y S TSI

" M :‘..:"k iy

Dabt + Equity C | Rlakhsil"'5g95a | 47278 | 40,024 | 43018 30704

Cost of debt kd % | ) 940% | 940% | 9.40%| 940%| 9.40%

Cost of equity ke % AL 1A% 5, 14% 14% 14% 14%

Individual year gearing | G NG |af B1%: 49% 48% 44%

Weighted average WG fie

| gearing

Weighted average cost Rd

of debt

Cost of equity Re

Fair Rate of Return | FRoR | % 11.87% | 11.87% | 11.87% | 11.87% | 11.87%

Stakeholder's comments on issues pertaining to FRoR

65 With regard to the Gm%ﬂy considered i%m. MAFFFPL was of the following view-

e I

3TT
S——N K | sutror
submission.
Capital Asost Pricing jpedel mule Rasie/

s Fﬁ“ﬁﬁl‘ne uthol
Asset Pricing Mod

formula for Cost Equity is defined as below;

The CAFPM model states thal Re = Rf + B (Rm—Ri)
Where:

Re is the cost of equily
Rf is the risk free rate

8 is the market volatility

Order No. 30/2017-18

-

RA Guldellnes:

id like td request” Authority (o ‘reconsider Cost of Equity basis following
I 0 E B 25 : F B B R -

will estimate Cost of Equity for a

feAPm Further as per clause 2, the
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Authority’s examination of Staiahddnr's c

5.6
67

After using above formula, estimated Cost of Equity for MAFFFPL is 21.6%.
Debt equity exposure of MAFFFPL-

MAFFFPL has considered Debt Equity Ralio as 60.:40, Further, HDFC has sanclioned Rs
350 Crs as long term loan lo MAFFFPL,

Basis above, FROR proposed by MAFFFPL is 15.24% and considered by the Authority of
11.87%.

Please consider Cost of Equity ai 21 60% based on CAPM formula given in AERA
Guidelines. Rate of cost of |a':;-'-:Jr.‘tj.ﬁ;-t;ﬂ‘u'.l‘lﬁlril than proposed rate of 14% by Authority will help
MAFFFPL to improve its FROR amwéwr w}m

Due lo higher debt ﬂxpnsumwfr&ﬁ " -'tated above, MAFFFPL requests Authority to
consider greater than 14% rétebb{qﬁa{ aﬁgqugy

-.."-1‘.',2 .’_ IE.. 1_‘ .;.
rnts nn issues pertaining to FRoR

)

The Authority has carefully cor x‘F FFFL 's comments regarding Fair Rate of Return.

The Authority has noted that .I IEnga lﬁm WFI-}F?F. is the only fuel storage provider at Mumbai

airport, there is no busine 'I %ﬁi&gﬁﬁﬁ, Therefore It is decided to maintain the cost of

equity at 14% p.a.

HeAHE T

Decision No.2 Re RoR

2.a. The Authority has decided to consider the Cost of Equity at 14% p.a., internal
accruals as equity for computing debt-equity ratio and FRoR at 11.87% p.a. for
MAFFFPL for th ,agtl:nnd control peri

2b, The 'f-ihﬁlﬁvm trued up based on nguamqully ratio and the cost of

debt and uquﬂy as dntarn'llnadrat the time of tariff determination for the third

control period,
..'}'\'; e L |'-'-'. tl.',"" ";.’I'I-;
e BB B O
A ol o @A
: i 1l.'._:|:; ?‘.L'; s .1'._1.:_ .%'.2. r‘r'i
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6. OPERATION AND MAINTENANCE EXPENDITURE
6.1

As provided in Clause 9.4 of the CGF Guidelines, the operational and maintenance

expenditure incurred by the Service provider(s) including expenditure incurred on security
operating costs, other mandated operating costs and statutory operating costs.

MAFFFPL's submission - Operating and Maintenance expenditure

6.2 Operation and Maintenance expenditure submitted by MAFFFPL has been segregated into;

6.2.1 Employee costs
6.2.2 Utilities and Gutsouminp,ExPpﬁ 1tum =

et 1, .:!' 1 _L.

6.2.3 Repair and Malntanmce Expﬂndllure

Vil rn ='4"m ?

6.24 Administration and Genaril Exp

8.25 Other O&M Expendlhll'ﬁr”

I
1l Jl ]

J
MAFFFPL has submitted details ahd tﬁ!‘lﬁ ']‘ar each of the above proposed expenditure in

6.3
their submission. The l:latailm ué ’g‘m aasﬂm

h._ do i)
operation and maintenance p:merl(:l!.wra a}@ .,l*
1'-{.- -:“-l-'-"
P“’-““f: vy Y]
Table 8: Actual and projected aeronautical O
period (in ¥ lakhs) He=Hd 494

na made by MAFFFPL for each item of
ed in the following paras.

éi‘éfndnum by MAFFFPL for the second control

S. No. Particulars FY 16-1T | FY 17-18 | FY 18-19 | FY 19-20 | FY 20-21
A Employee cost 172 247 262 508 850

B Utilities and Outsourcing Expenditure 1,373 1,483 1,603 1,732 1,872

C | Repair and Maintenance Expenditure 60 64 67 71 76
D | Admin and General Expenditure 887 1,020 1,302 993 1,047

E Other O&M Expenditure ¢ "“u f 239 266 273
Total {A+a+c+m-*ﬁ -~ ?_“ﬂ"a,am 3,559 3,817

i - B

Table 9: Assumptions nnnaldui‘ad hy HAFFFPL for each ﬂum of ﬂpnrlﬂnn and Maintenance

Expenditure

S.No. | Item Auumy[lon al‘u:l 'has‘ln -‘-.‘-‘ P

el A A
A Employee cost |«  Adnual Increme ntmriﬁ% has_ﬁ‘i&ﬁ“ééﬂsidereu. in line with the normal
increments.
+ Further as per discussions with MAFFFPL, the high increase in
employee costs from FY 18-19 to FY 18-20 is on account of
integrated fuel farm becoming operational during that period.

B Utilities and » The fuel farm operations are outsourced and the operator has been
Outsourcing selected through a competitive bidding by way of public tender. The
Expenditure rates considered and escalation in the model are as per the tender

canditions,
« The requirements of office staff elc. are presently outsourced and
the charge Gansidered-are as per the work orders placed.
. Utllity es I trend of actual expenditure incurred.
i 5 :
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5. No.

Item

Assumption and basis

Repair and
Maintenance
Expenditure

The existing facilities have been taken over and require urgent
action in various areas to ensure safe and smooth operations. This
is one time major costs, in the first year of operation, towards the
refurbishment of existing assets. Subsequent years, the expenses
are towards the mandatory requirements. The estimate for the cost
Is based on prevailing market rates,

Admin and
General
Expenditure

&l

A

-

Facility related expenses like Property Tax, application fees for
various IhensaalHMa‘and taxes are based on the charges payable
to the wﬂﬂﬂlo’g “t Cl

Insurance Cost the -'flnihhmf has been selected on the basis of
tender, Ehﬂrmqppﬂq per Etémlum charged by the Insurer.
Cnnaullin{ ﬁu&@agal Td&éf- as per the requirements of the
Gnmpaniabﬁﬁt{)h‘lﬁ?ﬁ’ﬁimuld require to engage the services of -
cost audit, _'ﬂ:l{ internal audit, statutory audit, IND-AS
consultancy, v us datory technical audits, and annual
certification by h-ggi di ratfng agency, consultancy for filing returns
with AERA etc. | ﬂmge engaged for legal vetting of tenders &
other imannj ue diligence exercise etc. The charges
conside et on actual expenditure of FY 15-16 with an
escalation 'E%En yearon year basis.

Mamber&lﬂq;of_ﬂﬁl’:& :!@;pqd other aviation fueling related
organizations — the charges of membership considered are as
published by these agencies.

Bank Guarantee Charges — normal charges as payable for bank
guarantee are considered.

Stamp duty & Registration Charges: The stamp duty and registration
charges for various agreements executed by MAFFFPL with various

parmanmunted undepthis head. The stamp duty and
p Act, 1958,

12}

&.5 wﬁ“ Fee to mlﬂﬂ@ l‘laa"'!:a&as is estimated based

on the License Agreement signed with MIAL.

Other O&M
Expenditure

ITP rqvmua.sha@ m@lﬁﬂ. As.per the ITP agreement, 5% of the

gro Tevenu gtlheHlTF‘ bﬁs payable to MIAL,
iner se is mnﬁf“ d hich includes cost of inflation at
515 plus’ Swé@ilﬁ Bharat Cess & Krishi Vikas Cess .05% each)

Order No. 30/2017-18
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Authority’'s Examination - Operating and Maintenance expenditure

Revision in license fees (land lease rental rates)
The Authority has noted that MAFFFPL will be required to pay the additional land lease

6.4

rentals on behalfl of the ITP operators The revised rental is based on AAl carved out land
rentals + 20% Development charges to get a total of ¥ 8,127 (? 6,300 per
Sq/MT/P.A.*120%+*7.5% Escalation)

65

The Authority, after analyzing the details and various underlying Agreements, has proposed

to include incremertal land lease rentals pertaining to land leased to ITP operators as part of

-ﬁ'-'-

MAFFFPL's operating and rnamtemrnce ax'p;mytura as calculated in table below:

Table 10: Impact of estimated Inmasn ln llnmjﬁﬂ;“.l’tﬂﬁr {Illmi lease rentals)

Particulars L Un%ﬁ '-n FY 18-19 | FY 19-20 | FY 20-21
_.*|_1-‘~ AT _r
A Rate as per TP per €. Mt | 2,003 2,153 2,315
agreement B Nyl
3 Rates as per MIAL pér Sq, T 9392 10096| 10,853| 11,667
C=(B-A) | Incremental lease rent pafmsg Mt ohE :ﬁ 7,528 8,003 8,700 9,362
rate . 3
D Area required by ITP ,|4 Sqmt 4,000 4,000 4,000 4,000
- operalors ) mf
=(C*D) | Incremental lease in €lakhs 301 324 348 374
rent HedH g SJHd 1
Table 11: Summary of license fees (land lease rentals) (in ¥ lakhs)
Particulars FY16-17 | FY17-18 | FY18-19 | FY 19-20 | FY 20-21
License fees as per MAFFFPL before
considering incremental lease rert A0 i i = on
License fees as per the Authority =
considerin im:rnnwnl_l_j < A 848 975 1,032
Difference a2 B <= 1 @ | 1324 348 | 374

66 The Aumunry haspa'uposad to fevise ﬁpe’mﬂnﬁ"aﬁﬁ:}rﬂlnféﬁ.én&n expenditure as shown in

Table 12.

Table 12: Revised O&M expendnga,sor qinM nd‘tlmlj?gﬂud (in € lakhs)

s.No. | Parteulars 1| EYA847 | FY 4748 | EY18-19 | FY19-20 | FY 2021
A Employee cost 172 247 262 508 550
B Utilities and Oulsourcing
Expenditure 1,373 1,483 1,603 1,732 1'5?2.
C | Repair and Maintenance '
Expenditure 60 64 67 71 76
D Admin and General
Expenditure (including
Souicea asel ind Jloiaae 887 1.321 1,626 1,341 1,421
rentals)
E Elhar Q&M Expg_ndin.lre 238 256 273
Total (A+B+C+D) 3,788 3,908 4,191
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Stakeholder's comments on Isswes pertaining to Operating and maintenance expenditure

6.7 With regard to loss on sale of fixed assets, MAFFFPL was of the following view-
“It can be observed thal loss on sale of assels is nol forming part of above expenditure
though it is incurred by MAFFFPL up to FY 2016-17 and supported by audited accounts. The
details for the same are given below;

MAFFFPL has laken over the existing faciiities of IOCL, HPCL and BPCL and running the
fuel farm operations at CSI Airpord. Simultaneously, the activities of consiruction of
integrated facility and dammmh:ngm s::vedﬁc existing facililies for creating the space for
Integrated Fuel Farm are in praymps.; As pa‘agmﬂad License Agreement’s obligations with
MIAL (please refer clause: 33 ﬂf ﬂ]sm%na&ﬁgmemeﬂﬂ after the Integrated Facility will be
commissioned, the Redundént F‘dé‘i."!ﬂﬁ‘@wﬁh demolished and the surplus land will be
handed over to MIAL for t&a development of the airport. Therefore, to fulfil the basic
obligation under the License Ag eer pﬁase wise accounting of loss on sale of assels is
ingvitable operating axpand.iturgl rqhnth.‘ng accounting periods. Loss on sale of assels
fncurred up to FY2016-17 is/R {3{3 ﬂjﬁkﬂs (as per our Audited Accounts) with further
asfimation of is Rs 1230.88 .i.akhs g‘uﬂng }'-V-Eaa-ﬂ fotaling lo Rs. 1579.40 Lakhs.

Please consider addition of los& on lassets totalling to Rs.1579.40 lakhs as part of
operaling cost in respective mn#q‘mf_'fudxq,q

6.8 With regard to truing-up of operating and maintenance costs, MAFFFPL was of the following
view-
"MAFFFPL requests Authority to consider trued up approach for Operaling and Maintenance
cost in the third control period for following reasons:

- Price Cap Approach:; ] thority vide ated 28.01.2016, in order to have uniformity
in submissiohs'far the ; n  contrdl, p‘&"‘BB “"’“#M,ﬁﬁt to submit the MYTP/ATP for
the second control per.‘ud s.l‘amng 01.04. .?ﬂ*f&,Fmﬂ:af dﬂddad that ARRAariff levied for the
period 1st February 2015 up to 3ist March 2016 will be trued up while considering tariff

determinalion for the #bmcmw adntml qu

- Mechanism F::rﬂagfadaf*yndaf' dhp rg mﬁpn the Operating & Maintenance
expenditure as per the Audited | Fmanoia\‘ Staléments are determined with trued up or true
down approach. Therefore, there is equal possibility of reduction of tanff in third control
period in the scenario of less actual operating cost incurred. Since the aclual operating cost
is supporied with audited financials, it brings transparency and accountability in the entire
process.

- Cost control Measures. MAFFFPL has complete operational cost conltrol and fiscal
discipline as explained above.

- Control period is for Five years: The gantrol period is running for five years, though the
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6.9

6.10

- Materiality: Proposed Fuel Infrastructure Charges are forming part of approximately 1.51%
of the average seven month's domestic fuel cost delivered at Mumbaji for the current
financial year. Therefore, fuel infrastructure charges may not be material in entire value
chain. Trued up or trued down approach for operating and maintenance expenditure will
provide transparent and fair assessmenl of tariff during third control period.

With regard to truing-up of operating and maintenance costs, IATA was of the following view-
"IATA does not agree that Operating & Maintenance Expenditure should be trued up in the
third control period as it runs conlrary fo incentivizing operational efficiency and fiscal
discipline." g

With regard to additional lahd mam@}nl Mﬁ'FFgFPL was of the following view-

“M/s IOSL has fo bear the mﬂtw.aﬁﬁfﬁnqﬂahd requirement of 1000 SQ MTs. However., the
Authority is of the view that WFE'F;. .1: pr provide the agreed land to IOSL as per the

Tl

existing agresement and hence haa oor’s&:‘erad any increase in tariff on this account.”

MAFFFPL's reply to stakeholder's comme pn lgwes pertaining to Operating and maintenance

expenditure ﬂ !:- .}' :

6.11

6.12

I'_
||.._‘

| ‘1‘*

With regard to IATA’s mnmnfa nﬁru g %ﬁl'apemimg and maintenance costs,

MAFFFPL states that- Rt

“MAFFFPL does not agree Mnr&mmrﬁméad by IATA and strongly recommends that
operalting and maintenance expendifure should be frued up in the third conlrol period. The
trued-up approach adopted by AERA is fully justifiable.”

With regard to the Authority's understanding of additional land requirement, MAFFFPL states
that-

‘MAFFFPL would .f.fk ‘fo an‘fy as per GMnE arising out of existing agreement,

MAFFFPL i‘ipdh* smndﬁ?'ﬁﬁ ueﬁr E‘Ebsx. For any additional Land

.....

Authority's examination of Stnkﬂmldur’s mmmmm on issues pertaining to Operating &

maintenance expenditure :f". q -; - 1;-:?1
i . | T"t r ,dn..
6.13 The Authority has cgtzlﬁiilivcd};h!da{edjhe qorl;méfﬂ!f from the stakeholders MAFFFPL on

6.14

Order No. 30/2017-18

RAB & depreciation.

With regard to the MAFFFPL's comments on loss on sale of fixed assets, the Authority notes
that this issue was not brought out in their original submissions and conseguently in the
consultation paper too. The matter was raised only in the Stakeholders meeting and the
complete details were not provided to the Stakeholders. Further, it is clear that the major
portion of loss on sale is not yet incurred. Normally, any loss in sale of assets should be
certified by the auditors and instead of phase-wise loss on sale of assets, the total loss on
completion of the sale may be considered. Therefore, it would not be prudent to take it into
account in the current control od, I ' is substantial and would require a major
itted to the Authority for consideration.
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6.15 With regard to the MAFFFPL's comments on additional land requirement, the Authority notes
that MAFFFPL has an existing contract with the ITP operators to provide land up to 2000
sgm for fuel farm cperations at a price of Rs, 1500 per sgm per month.

Decision No. 3

3.a.

alhl

3.c.

3.d.

ard rating a ainten xpenditu
The Authority has decided to include incremental land lease rentals pertaining
to land leased to ITP operators as part of MAFFFPL's operating and
maintenance as shown in Table- 111

o .'|-"||'

The Authority has dﬂ:idud fh‘llt H-Im on sale of fixed assets is substantial, a
revised proposal mnytbﬂ tuﬁﬁlﬂtﬂﬂ ;lan the Authority for consideration.

The Authority has dlpiﬂ@_ﬂtfu mmww MAFFFPL’s O&M expenditure as shown
in Table 12. i

i
The Authority has dmitlJ:l I‘tb trun up the Operating and Maintenance
expenditure in the In mmmmnaug based on the actual expenditure during
the second control ﬁqubd A
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TAXATION
T

As per clause 9.5 of CGF Guidelines, taxation represents payments by the Service Provider

in respect of corporate tax on income from assets and services taken into consideration for
determination of Aggregale Revenue Requirement,

72

MAFFFPL's submissions - Taxation

Table 13: Tax liability as per MAFFFPL ;qubmlssl‘&n _{in ¥ lakhs)

The Authority shall review forecast for corporate tax calculation with a view to ascertain inler
alia the appropriateness of the allocation and the calculations thereof,

Particulars v 16 1 L:.;}r]: FI 17418 | FY 18-19 | FY 19-20 | FY 20-21
Earning Before Tax 5 ") 5,666 4,242 5912 6,420
Add: Book Depreciation ; HJ?Z L 4,472 3,665 3,188 3,024
Less: IT Depreciation | Bseo) | 3305 3,842 5,402 4,624
Taxable Profit / Loss 1 /6305, 6,833 4,065 3,698 4,820
Less: Brought Forward Losses STy, - - - -
Taxable Profit adjusted for LossCF || ' 6241 [ ]a 833 4,085 3,698 4,820
Corporate Tax 280 LQ}_; 2,365 1,407 1,280 |  1,668.2

Authority’s Examination - Taxation

TeHE WA

7.3 The Authority has decided to revise tax as per the provisions of Income Tax Act, 1861, For
FY16-17, tax has been computed on actual revenue as per audited financial statements of
FY16-17 as submitted by MAFFFPL and revised book depreciation as considered by the
Authority. For F17-18 to FY20-21, tax has been computed on revised revenue based on
revised tariff and rawsaghgok depreciation.

I"ﬂ'r}l

ﬁ-—_

E},ﬁz I;in;c*sﬁs shown below:

7.4 Revised taﬂa‘.ttm ll‘ionsi eﬂng,revmmnmn'uthaﬁ

Table 14: Revised tax liability as per the Amnnrtty (in® lalmt}

Particulars S | FY18A7 | \FY 4718 | FY 18-19 | FY 19-20 | FY 20-21

FTAMl T A A

Earning Before Tax 3017, 377 | 1850 3227 3749
Add: Book Depreciation 4,625 4,625 3828 3,384 3,195
Taxable income before tax depreciation 7,642 8,402 5,687 6,610 6,944
Less: IT Depreciation (3,860) | (3,305) | (3,743) | (5417)| (4,637)
Taxable Profit / Loss 3,782 5,097 1,044 1,193 2,307
Net tax as per Income Tax Act 933 1,764 673 689 800

Decision No.4  Regarding taxation
4.a.
4,b. The Authority has decid

Order No. 30/2017-18

The Authority has decided to consider tax as given in Table 14.
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8. AGGREGATE REVENUE REQUIREMENT (ARR) AND ANNUAL FIC

MAFFFPL's submission - ARR

Table 15: ARR as per MAFFFPL for the second control period (in ¥ lakhs)

Particulars FY 1617 | FY17-18 | FY 1819 | FY19-20 | FY 20-21 Total
Average RAB [1) 29,873 25,401 33,095 41,430 38,323 | 1,68,123
FRoR [2] 15.24% |  1524% | 1524% | 1524% | 16.24%

Return on Average A
RAB [3] =[1] * [2] 4,551 ‘ 33?)21 o 5,042 6,312 5,839 25,61
Add: Depreciation [4] 4472 | A< ?gg.,tza:. ;}- 3,5&5 3,188 3,024 18,822
Add: Operating RIS TS

expenses [5] 2,701 [\00 4 3,560 3817 16,590
Add: Taxation [6] 2,160 1,280 1,668 8,880
Add: Under / (Over)

Recovery from

Previous Control 325 325 325 1,626
Period [7]

ARR [8] = :
[3]+{4]+[5]+[6]+[7] 14,209 14,666 14,674 71,531
Fuel throughput (in

lakhs) [9] 15.59 16.54 16.87 81.13
Annual FIC (in INR)

[8]/[9] 911 887 870

Weighted average

FIC (in INR) [10]

Authority's Examination — ARR

8.1 The Authority has noted that revenue share from ITP operators has not been reduced from
the recoverable ARR

the Auhuﬁ%ﬁm

82

Order No. 30/2017-18

calculating the

mﬂuﬂémn u

as per CGF guﬁial‘nﬁs tu an‘i*m at the recoverable ARR

e |

| ttﬁ-': —

k - ¥ r%!
& %
R o -

=

FIC based on yield per KL, accordingly
me pmm from ARR computed

Further, the Authority has pmpusad that the date of order shall be considered as 01.01.2018
for calculating dtsmur??g
Al
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8.3 Accordingly, the Authority has proposed to revise the ARR and the Annual FIC for MAFFFPL

as follows:

Table 16: Revised ARR and Annual FIC for the second control period (in ¥ lakhs)

Particulars FY 16-17 | FY17-18 | FY 1819 | FY 19-20 | FY 20-21 Total
Average RAB [1] as per 29,675 25,050 30,498 36,567 33,277 | 1,55,066
Table 5
FRoR [2] as per Table 7 11.87% | 11.87% 11.87% 11.87% 11.87% -
Discount Factor 1.097 (| DG8% . 087 0.78 0.69 -
i?iufznlm AR RAD FL® 3523 | 297 * 4342 |  3951| 18,411
5l # il . s
.II'-" T d
Add: Depreciation [4] as per 4.625. 3,384 3195 | 19,657
Table 6 W
Add: Operating expenses [5] I
as per Table 12 2,701 3,808 4,191 17,937
Add: Taxation [6] as per Table 689 800 4.858
14 .
Add: Under / (Over) Recovery
from Previous Control Period 178 178 890
Ul
Less: 30% of Other income ) g _
and Interest income [8]
ARR [9] = [3] + [3A] * [4] + o8 | 12,500 | 12,316 | 61,753
(5] + [6] + [7] - [8] 11,960 12,880 12,0 ,50 5 A
PV (Discounted ARR) [10A] 13019 | 12,533 10,522 9,715 8,556 | 54,344
Revenue Share from TP
Operator 204 219 234 251 269 1,177
PV of revenue share from ITP
operator [108] IF.QEE 213 fmim 195 187 1,020
PV of recoverable % ii{',—ﬂl. i = i';. qﬁ?} 1 B i 1 -El 4]
discounted ARR [10] e 8. ?, 12,797 | %3,320 ﬁgﬂ T 8,520 8,369 53,324
[10A] - [10B] 1® PR 2w s PR
Fuel throughput [11] 15.59 15.90 16.54 16.87 81
Annual FIC [12] 5, 750 s 760ufs, 750 750 750
f‘i"ﬁ”“ﬂ fromFIC[13]=112] | & ka7 o ol 12 12,402 | 12,850 | 60,820
S § 3
PV of revenue from FIC [14] | 12,722 1771, R 9,639 8,788 53,324

84 Further, the Authority has proposed to consider the true up of all building blocks in the third

control period.

Stakeholder's comments on issues pertaining to ARR & annual FIC

8.5 With regard to fuel infrastructure charges, MAFFFPL was of the following view-

"MAFFFPL has generated dividend / interest on fixed deposits out of investment of the

surplus funds.

Order No. 30/2017-18
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- Surplus funds are generated through cost effecliveness measures, basically placed as an
interim arrangement in Fixed depositsfiquid funds to generate extra income before funding
the project,

- These surplus investments are result of constan! monitoring of cash flows and optimum
utifization of cash required for operations and profect.

- This requires efficlent treasury management.

Request Authority to consider Fuel infrastructure Charges as Income under Aeronautical
Revenue and other above incomes a.s Nm-Aemauﬂcm‘ income as these are Non-

Aeronautical in nature. W P
86  With regard to fuel infrastructure c_narg'aa;{sﬁgﬁé}ud HPCL were of the following view-

“Any revision in the Fuel n‘nhaam:fum Gﬁﬂfﬁ’ﬂs should be approved on prospective basis

mfy." ¥ - -

MAFFFPL’s reply to stakeholder's cammants on }‘ssues pertaining to ARR & annual FIC
8.7 MAFFFPL agrees with the v]ews nf BPCLmnd HPGL
Authority's examination of Sﬂtﬂmﬂ#&mmﬂnhm issues pertaining to ARR & annual FIC

L

on ARR & annual FIC.

8.9 With regard to the BPCL's and HPCL's comments on fuel infrastructure charges, the
Authority agrees with their views that the revisions be approved on prospective basis only.

Decision No. 5 ardi ; d annual FIC
5.a. TheAuthority has decided to consider ARR and recomputed annual FIC of €750/
KL as shown in Table 16.

5.b. The Authority has decided to consider the true up of all bullding blocks in the
third control palind ]
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g,

FUEL THROUGHPUT AND REVENUE FROM AERONAUTICAL SERVICES

MAFFFPL's submissions - Fuel throughput and revenue from aeronautical services

Table 17: Projected fuel throughput during the control period as per MAFFFPL (lacs KL)

Particulars

FY 16-17 FY17-18 | FY 1819 | FY 18-20 | FY 20-21

Uplift of fuel in a year

16.59 15.90 16.22 16.54 16.87

91 As per MAFFFPL, fuel throughput is projected to increase by 2% per annum during the
control period based on historical growth in ATM traffic figures as advised by MIAL.
Table 18: Projected revenue from nerunautimi ﬂnricu during the control period as per
MAFFFPL's submissions (¥ lacs) : _
Particulars FY 15—1? F"f 1?-15 FY 18-19 FY 19-20 FY 20-21

Fuel Infrastructure charges 13,'433 13 701 13,975 14,255 14, 540
Revenue share from ITP operator 34031 |/l 3845 3,903 4,181 4477
Total 13 E.".T . "t:,nzu 14,210 14,506 14,809

Table 18: Assumptions made by IIAFFFFL fpr nach item nf revenue from aeronautical services

S. No. | Item Auummn qnd bniln

A Fuel Infrastructure Reventé from FIC has been calculated based on the projected fuel
charges throughput multiplied by per KL charge of 2862

B ITP Sub-Concession Fee | As per the ITP agreement between MIAL and MAFFFPL, MAFFFPL

can appoint two sub-concessionaires. MAFFFPL shall be charging
6% of the Gross Revenue of the ITP operators as sub concession
fee and in turn MAFFFPL will pay MIAL 5% of the Gross Revenue of
(ITP:Operators Clmanuy base Approved rate of Rs 198 per KL is
considered in projection with 5% escalafion year on year in the
MYTP.As both sub-concessionaires will be independently filing
MYTP returns, MAFFFPL's final revenue share will be based on

approved rate.

Authority's Examination - Fuel tﬂmﬁyﬂputmd rwonue fmm aemnauﬂcaf services

Order No. 30/2017-18

9.2 The Authority has decided to accept projected. iualihraughput as given in Table 17.

93 Further, the Authority has decided to accept revenue from ITP sub-concession fee as
considered in Table 18. However, the Authority notes that revenue from FIC and sub-
concession fee from ITP operators is subject to change as and when FIC and ITP sub-
concession charges are approved by the Authority. Hence, such revenues will be trued up in
the third control period based on the actual revenue from aeronautical services during the

second control period.
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Decision No. & Regarding fuel throughput and revenue from aeronautical services
6.a. The Authority has decided to accept projected volume of fuel throughput as
given in Table 17,

6.b. The Authority has decided to accept revenue from ITP sub-concession fee as
considered in Table 18. However, revenue from aeronautical services will be
trued up in the third control period based on the actual revenue from
aeronautical services during the second control period,
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10. SUMMARY OF DECISIONS

Decision No. 1 Regarding RAB and Depreciation...........cimmsmmmssssssess 11

1.a. The Authority has decided to revise eslimates for capital expenditure during FY16-17 based on
audited figures provided by MAFFFPL. 17

1.b. The Autharily has decided lo exclude ancilliary borrowing cost from RAB, since MAFFFFL has
separately capitalized financing allowance in lieu of borrowing costs during the consfruction period.
17

1.c The Authority has deddud fo treat deadstﬂck as a non-depreciable asset and consider an

unmacunceasmnpanodnﬂhafuaﬁamupemm H, 1?

1.d.  The Authority has decided to true. w lhﬂ degﬁﬁatfan. .as and when the decision to revise the
depreciation rates is taken at the time of dﬂ : of ‘6,{ ﬂﬁﬂ' for the third control period, 17

1.e. The Authority has decided o true up ?ﬂ&ﬂw.ﬁ'&ﬂ to be based on the actual date of
capitalization at the time of determination a#}a}? f@;ﬂn tﬁﬁd control period. 17

DecisionNo.2  Regarding Fnun.........f ..... ' ......__...zu

2.a. The Authority has decided to aons:gar
computing debt-equity ratio and FRoR at| ; a

2.b. The FRoR will be trued up based
determined at the time of tariff determination furt e'ih:mr control period. 20

Decision No.3  Regarding Operating and Halntananna EXPENAItUNe .....ivverisvesssssnsssss 26
3.a. The Authority has decided to include incremental land lease rentals pertaining to land leased to ITP
operators as part of MAFFFPL's operating and maintenance as shown in Table 10 26

3.b. The Authority has decided that if loss on sale of fixed assels Is subslantial, a revised proposal may
be submitted to the Authority for consideration. 26

3c. ﬂw#uﬂmﬂyhasdmﬂederMAFFgPLsM ure as shown in Table 12
26 BT

3.d. The Authority has daﬂ?dﬂd fo i‘mﬂ up !ha' C‘-'pem!fng' and Maml‘aﬂanee Expand.iture in the third
control period based on the actual expenditure during the second control period. 26

Decision No.4  Regarding tuﬁlhn ~" . .;! _ '5:;;-"" ....... T i 27

4a. The Authority has decided Mﬂtﬂx as qfﬁsﬁqn Tﬁrmu 27

4.b. The Authority has decided to frue up amount of tax in the third control period based on the aclual
tax liability during the second control period. 27

Decision No. 5 Regarding ARR and annual FIC ........cccmmmimummmnnimmmsimismsssssssssssmmsssissasss 30

5.a.  The Authority has decided to consider ARR and recomputed annual FIC of 750/ KL as shown in
Tabla 18....cccmnsrrsnneens 30

5.b. The Authority has decided to consider the true up of all building blocks in the third control period.

30
Decision No.6  Regarding fuel throughput 3 avenilie-from aeronautical services.....32
6.a. The Authority has decided to accept ‘ hroughput as given in Table 17
32
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6.b. The Authority has decided to accept revenue from ITP sub-concession fee as considered in Table
18. However, revenue from aeronautical services will be trued up in the third control period based on the
actual revenue from aeronaulical services during the second control period. 32

Order No, 30/2017-18 Page 34 of 36



11, ORDER

In exercise of powers conferred by Section 13(1)(a) of the Act and based on the above decisions
the Authority hereby orders that:

.. The fuel infrastructure charge (FIC) in respect of the fuel farm services provided by MAFFFPL
at CSI Airport, Mumbai is determined @ Rs. 750/KL (inclusive of operator’s fee) for the second
control period up to 31.03.2021. These rates will be effective from 1* January 2018.

By the Order and in the name of the Authority

'{ GV
RS b 3\
A e -"*':'-\._.'_,.#’ w
: AL 1 I, (Puja Jindal)
e *“HT Secretary

To

CSlAirport, Sahar, Andheri (East - .
]i ~Hd T
Mumbai - 400099. L
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