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2. INTRODUCTION 

2.1.	 Kannur International Airport Limited (KIAL) was incorporated as a Public Limited Company 

on 3 December 2009 with the objective of building, owning and operating the Kannur 

International Airport. It is the second Greenfield Airport in Kerala set up under the Public 

Private Partnership (PPP) model, located close to Mattannur in Kannur district of Kerala. 

KIAL is expected to commence operations effective December, 2018 with the first control 

period commencing from 01.04.2018 to 31.03.2023. 

2.2.	 KIAL's equity shareholding is as follows: Government of Kerala (GoK) (35.0%), qualified 

institutional investors, individuals, co-operative banks/ societies/ commercial banks and other 

legal entities (31.0%), BharatPetroleurn Corporation Limited (BPCL) (24.0%), and the 

Airports Authority of India (AAI) (10.0%). 

2.3.	 KIAL initially acquired 1,192.18 acres of land at a value of ~316 crores for development of 

phase 1 of the airport from theGoK through Kerala Industrial Infrastructure Development 

Corporation (KINFRA), the nodal agency for land acquisition appointed by the Government. 

This investment has been treated as equity from the GoK. 

2.4.	 KIAL has proposed to take additional .land of approximately 1,176.48 acres for future 

development of the airport whiSh is under acquisition by KINFRA. It has been proposed that 

KIAL shall take the addltloasl.Jandson token.rent of ~1 00 per acre per annum from KINFRA 
<~i>'~ ';;;-;~~"'~ 0""~ iCit ~~J S'f,,~ -J;,:-"0 

for sixty years. 

2.5. Presently, 500 acres of land out of 1,192.18 acres has been utilized for the Airport project. 

Table 1: Technical details 

• 

• 
• 
• 

• 
• 

• 
• 
• 
• 

Total area of Integrated Terminal Building 

is 9 lakhs sq. ft. .H"'" 

Capacity 5 Million R,C!~§~Q~;~rsi~:~"<'! 
Car Parking for 70d'~prl~ a,pd 2t1 
Technical block with A-rtij-owe~ 
Height. 
CCTV/FIDS/ Signage. 

Peak Hour Passenger capaci 
Departure) 1000 + 1000 
Check -in Counters (24 +24) Nos 

Immigration Counters 32 no 
Customs Counters 16 no 
Two Category 9 Fire stations 
• ILS Category 1, DVOR,Automatic 

Dependent Surveillance Broadcast 

• Airport Code 4E with orientation 07/25 
• Critical Aircraft- B 777-300 ER 

• RUIl~ hysical Length: 
;P I: Meters 

!pP, qp~~ " 314pOmeters 
Upto Phas'e III: 4,000 meters 

><~p(on- ~.~ase-I can accommodate 20 code 
ircrClft' r as in the configuration below: 

8'Z37/AB 320 
• S'Nos d~de E(MARS) B777-300 ER 
• 1 No Code F (MARS) AB 380 /B747-800 
• Apron Phase II can accommodate another 21 

Aircraft. 
• Full length Parallel Taxiway & Rapid ExitlTaxi 

Links 

2.6.	 Kannur International Airport is designed for capacity to handle more than 1.5 million 

passengers hence is a major aicp '(f IAL is expected to commence commercial 
/'{>-~\<\_-.....~~ 

/s: "% 
f ;.'::	 J-
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operations effective December, 2018, the first control period for the purposes of tariff 

determination in respect of KIAL shall be from 01.04.2018 to 31.03.2023. 

2.7.	 KIAL is mandatorily required to follow the Guidelines issued by the Authority and submit its 

tariff proposal before the Authority. 

2.8.	 A meeting with stakeholders for inviting responses on proposed decisions of the Authority 

was held on 04.10.2018. 

2.9.	 This order of the Authority takes into account the proposals of KIAL, views expressed by 

stakeholders in the meeting, written submissions received from stakeholders and 

examination by the Authority with reference to its guidelines for airport operators. 
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3.	 SUMMARY OF STAKEHOLDERS' COMMENTS ON CP NO. 16/2018"19 

3.1.	 In response to Consultation Paper No. 16/2018-19, the Authority received several responses 

from stakeholders. The list of stakeholders, who have commented on the Consultation Paper 

is presented below. 

Table 2: Summary of stakeholders' comments 

S.No. Stakeholder Issues commented 
FIA Federation of Indian Airlines (FIA) 

Hindustan and Petroleum Corporation 
Limited (HPCl) 

Multi-year tariff proposal submitted by KIAl• 
• Methodology for tariff calculation 

• Regulatory Asset Base (RAB) 

• Depreciation 

• Operation and maintenance expenditure 

• Fair Rate of Return (FRoR) 

• Non-Aeronautical revenues 

• Traffic 

• Annual Tariff Proposal 

Annual Tariff Proposal •
HPCl 

IOCl Indian Oil Corporation Limited (IOCl) 
Annual Tariff Proposal 

• > 

" > 

KIAl Kannur International Airport Limited , 

(KIAl) \,' 

'('\j ~,<j.! 'l·il (; 

Reg~latory Asset Base (RAB) • 
.~,:i:P~~f~tion and maintenance expenditure 

• Non-Aeronautical revenues 

• Aeronautical revenues 

• Annual Tariff Proposal 

3.2.	 The Authority has carefully considered comments made by stakeholders and has obtained 

response from KIAl on these comments. The position of the Authority in its Consultation 

Paper No. 16/2018-19, issue-wise comments of the stakeholders on the Consultation Paper, 

response Jrp l tion decision are given in the 

relevant s;~ti 

Order No. 26/2018-19	 Page 6 of 60 



4. MULTI YEAR TARIFF PROPOSAL SUBMITTED BY KIAL 

4.1. KIAL filed its MYTP submissions for the first control period on 22.04.2016. Subsequently, 

KIAL filed revised submissions dated 31.08.2016, 25.11.2016, 22.02.2018 and 29.05.2018 

and additional justifications/ clarifications dated 31.05.2016, 25.10.2016, 07.11.2016, 

17.04.2018,09.05.2018,07.07.2018, 08.07.2018,10.07.2018,12.07.2018 and 14.07.2018. 

4.2. KIAL in its submissions has provided the projected capital expenditure during the first control 

period. KIAL has also furnished component-wise breakup of the revenue and expenditure 

and a brief note giving the basis of growth rates assumed and details of the item wise capital 

cost, along with their means of finance. 

Stakeholder comments and the Authority's opservations 

Comments from FIA 

4.3. Regarding MYTP submitted byKIAL, FIA submitted that 

UFIA submits that it has not been provided with the copies of the submissions of KIAL dated 
22.04.2016,31.08.2016,25.11.2016,22.02.2018 and 29.05.2018 and additional 
justifications! clarifications dated 31.05.2016,25.10.2016, 07.11.2016, 17.04.2018, 
09.05.2018,07.07.2018, 08.07.2018,10.07.2018, 12.07.2018 and 14.07.2018 made by 
KIAL. Accordingly, in the absence ottn« receipt of such submissions made by KIAL, FIA 
unable to appreciate, ass~~~\~l1IrJ{¢qfJ!lprYfJ~nd.:tf1e facts and figures (and any comparison 
thereto) of the Consultation p1p'~~ in its ~nt;r~iy 'and actuality. Thus, FIA hereby request that 
the above mentioned MYTP submissions as submitted by the KIAL may be made available 
to all the stakeholders (including FIA) for perusal and comments so as to ensure complete 
transparency and to enable FIA to submit requisite and consolidated observations! 
comments to the present Consultation Paper." 

KIAL's submission on FIA's comments 

4.4. KIAL stated that 
/,';i.'".:\'. hi"'-·'· -::':.-" ..- c ;:,<,,<;',:C:' -. 

uKIAL ha;\lIta~e~~ari~1 mis§iJh~;'p~spefjfi~a!{n thJ.igQf1~ultation Paper. These relates 
to updates consie]eiing:jth pdat~a3Aitp8rtcdrntTi;ssionin~' &a(e and the clarifications and 
details as required by the Authority. The updated submissions together with the required 
clarifications have beep'~l1Ia/y~lJcFbY tfJ~AutI19rit}jif'lthe Consultation Paper. " 

Authority's examination of FIA;$.c rfl,m~f'lt~~f)dK;itt~§,t~8sion on FIA's comments 

4.5. With respect to FIA's comments on multiple submissions of KIAL and the need to share them 

with the stakeholders, the Authority would like to clarify that normally the initial MYTP 

requires further analysis and the subsequent submissions by Airport Operator are more by 

way of clarifications, amendment to data, etc. which are fully captured in the Consultation 

Paper released by the Authority. Therefore, a separate discussion on each of the subsequent 

submission by KIAL may not be required. 

~~
 
/:'-?'O-'< ~~~~ 

/<1.<: . ~ 
I'" ~ 

I ~ ~1"2 ~ ":l) 
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5. METHODOLOGY FOR TARIFF CALCULATION 

5.1.	 The methodology adopted by the Authority to determine tariff is based on AERA Act, 2008 

and the AERA (Terms and Conditions for Determination of Tariff for Airport Operators) 

Guidelines, 2011 dated 28 February 2011. Wherein, the present value of total aeronautical 

revenue that is estimated to be realized each year during the control period at proposed tariff 

levels is compared with the present value of the Aggregate Revenue Requirement (ARR) 

during the control period. In case the present value of aeronautical revenue during the control 

period is lower than the present value of ARR during the control period, the airport operator 

may opt to increase the proposed tariff. In case the present value of aeronautical revenue is 

higher than the present value of theARR then the airport operator will have to suitably 

reduce its tariff. 

5.2.	 Further, tariff is based on 'hybrid till' method wherein 30% of non-aeronautical revenues is 

used to cross-subsidize ARR(OrderNo.14/ 2016-17 "In the matter of aligning certain 

aspects of AERA's Regulatory Approach (Adoption of Regulatory Till) with the provisions of 

the National Civil Aviation Policy-2016 (NCAP-2016) approved by the Government of India" 

dated 12.01.2017). 

5.3.	 The Authority shall determine the ARR for the current control period on the basis of the 

following Regulatory Building Blocks:
 
"":{:r~:;i:::t'"~r~~ '·'tL;{f
 

5.3.1. Regulatory Asset Base (RAB) 

5.3.2. Depreciation (D); 

5.3.3. Fair Rate of Return applied to the Regulatory Asset Base (FRoR x RAB); 

5.3.4. Operation and Maintenance Expenditure (0); 

5.3.5. Taxation (T); 

5.3.6. Re 

5.4. 

Where 

I se,tYt~es!i{NAR). 

aBove,'!\he f6rrf)u,i~;i;6r 'determining ARR under Hybrid 

't' is the Tariff Year in the Control Period;
 

ARRt is the Aggregate Revenue Requirement for year 't';
 

FRoR is the Fair Rate of Return for the control period;
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D, is the Depreciation corresponding to the RAB for the year 't'; 

O, is the Operation and Maintenance Expenditure for the year 't', which includes 

all expenditures incurred by the Airport Operator(s) including expenditure 

incurred on statutory operating costs and other mandate operating costs; 

Tt is the corporate tax for the year 't' paid by the airport operator on the 

aeronautical profits; and 

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

5.5. The detailed submissions provided by KIAL in respect of the opening RAB, additions to RAB, 

and other items of the Regulatory Bqilding Blocks have been discussed in the subsequent 

sections. 

Stakeholder comments and the Authority's observations 

Comments from FIA 

5.6. Regarding methodology for tariff calculation, FIA submitted that

"I. Single Till Model ought to be applied to ALL the airports regulated and operated by the 
Authority regardless of whether it is a public or private airport or works under the PPP model 
and in spite of the concession agreements as ('!e same is mandated by the statute. 

~,:Y~T'.::~:~'!t"'0~· .r :)t---~::>tr ',~:':~"-;:-;{""-g---qt';,-~;T:' 

II. Single Till is in the pub7id 'itftefiistcancPwlffindt hurt the investor's interest and given the 
economic and aviation growth that is projected for India, Fair Rate of Return (FRoR) alone 
will be enough to ensure continued investor's interest. 

, . 
III. MoCA's view(s) with respect to any issue at best can be considered as that of a 
S~akeholder and by no means are binding to Authority's exercise of determination of 
aeronautical tariff as is admitted by MoCA itself before the AERAAT. 

In view of the above, it is submitted without preiuaice that determination of aeronautical tariff 
on Hybrid Tiff basis fo~,t First control periocJwQld~d set the tone and precedent for 

determinati~n~~fi;1ero1r tari{f{ri~U~seq~~~~~~ntro~iP~fi9dS contrary to the applicable 
legal frame~dlJf.(~rhUS~f,~m{~~fI';th~t AUfpQt{!~:ShO~~cJKpi~card the option of 
determination !M:aeror(autical tariffbn:'flybfid Till ant! fOllo'W<Single Till scrupulously." 

KIAL's submission on FIA's com.iii@nts 

5.7. KIAL stated that

"FIA has mede detailed submissions on manner of till to be adopted etc. These have been 
decided by Authority in its Order and hence are not detailed by KIAL in its submissions. sr 

Authority's examination of FIA's comments and KIAL's submission on FIA's comments 

5.8. With respect to FIA's comments related to the regUlatory Till applicable for KIAL and KIAL's 

submission on FIA's comments, the Authority has decided to adopt Hybrid Till as per the 

revised guidelines issued vide its Order No. 14/2016-17 dated 12.01.2017 

~-;>" ~~q, f% 
~<>. 'l'h. 

..;.:. 'r~ 

}!?J:i- -9: 
.'!~ ~ .r;; q. 
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6. REGULATORY ASSET BASE (RAB) AND DEPRECIATION 

KIAL's submission - Additions to RAB 

6.1. Capital expenditure proposed to be incurred during the first control period as per KIAL is as 

shown in Table 3 below. 

Table 3: Capital expenditure during the first control period as per KIAL (in ~ crores) 

Asset head FY 18·19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 
Land 316.00 - - - -
Buildings and civil work 1,007.85 - - - -
Plant & machinery . 504.23 - - - -
Runway, Roads & Culverts ". . 

"=~~, 

374.19 - 490.00 - -
Total 2;202.27 '. - 490.00 - . 

. 
Table 4: Details of capital expenditure incurred uptoalld including FY 18-19 as per KIAL (in ~ 
crores) . . .. 

Boundary Wall 

Car, Bus and Taxi parking 

Watch Tower, Security post 

. '. .'. . '. . 

Category Amount (~ crores)Descrlptlon 

Buildings Civil, Plumbing works etc. 363.22 

Buildings Earthwork, Earth cutting filling 313.69 

Buildings Additional Buildings & Civil WorKS 102.38 

Buildings Other works - Airside 34.70 

Buildings 27.07 
'" ,~ -\' ;,,-:.:;

Buildings 9.72 

Buildings 8.33 

Buildings 0.62 

P&M 160.42 

P&M Additional Electrical Installations 

P&M Electrical! Lightiljg~ork§; 

P&M Electrical! LightiQ9.~ork~ ," 

P&M Air-conditioning - H\lfi.d 

P&M Baggage Handling system 

P&M Electrical meters/ boards etc. 15.00 

P&M Networking, EPABX, Access control 11.55 

P&M 10.00Water Management system 

P&M 8.67BMS, Public address system etc. 

P&M Escalators 

P&M 

P&M 

P&M 

Order No. 26/2018-19 

66.40 

50.75 

45.11 

29.14 

15.49 

6.42 

6.17 

3.76 

1.25 
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P&M "l:otal 

Pre-op 

Pre-op 

Pre-op 

60.00 

30.00 

15.00 

Runway 

Runway 

Runway 

Runway 

Runway 

Runway 

Runway 

Runway 

Runway, Isolation bay and Turning pads 

Apron 

Approach Road, Internal Road, Service Road, Perimeter Road 

Drain and Culvert 

Passenger Boarding Bridges 

Firefighting, Fire alarm and equiprnen] 

100.63 

58.99 

56.21 

38.17 

32.00 

15.23 

9.60 

8.37 

6.2.	 Further, KIAL in its submission has classified total proposed capital expenditure incurred 

during the first control period Into aeronautical and non-aeronautical in the ratio of 95:05. 

6.3.	 Table 5 below summarizes the additions toRAB as per KIAL including land cost of ~131.67 

crores out of ~316 crores CUepr@§~Qtjng Gq$VQr~pOO acres utilized for current development of 
''\, " 'c, ";"';~ , j "ow;":: "-.§ % ""t \, f 

the Airport) and allocation of other capital expenditure (includinq interest during construction) 

between aeronautical and non-aeronautical in the ratio of 95:05 during the first control period 

as additions to RAB: 

Table 5: Additions to RAB during the first control period as per KIAL (in ~ crores) 

FY 22-23 Asset head FY 19-20 FY 20-21 FY 21-22 
Land 
Buildings and civil work. 
Plant & machinery \1' 

Runway, Roads & Culverts 
Total 

6.4.	 The Authority has m area allocations and plan details, 

entire proposed capital expenditure during the control period has been allocated into 

aeronautical and non-aeronautical in the ratio of 95:05. The Authority has proposed to accept 

such allocation submitted by KIAL. However the same shall be revised in the next control 

period based on a study of actual area allocation and plan details. 

6.5.	 The Authority has noted that out of total land cost of ~316.00 crores an amount of ~ 131.67 

crores (representinq cost towards utilized land for development of airport) has been 

considered as an aeronautical asset while computing RAB. The Authority has proposed to 

exclude cost of land from RAB unti d,e'disi~ the treatment of land cost is finalized 
~<- q~ 

pursuant to Consultation Paper.!~ 01 -19 fIlle atter of Determination of Fair Rate 

{ '" Order No. 26/2018-19	 ;f 
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of Return (FRoR) to be provided on Cost of Land incurred by various Airport Operators of 

India" dated 23.04.2018. 

6.6.	 Further, cost of N90 crores appearing under the head 'Runway, Roads & Culverts' pertains 

to cost proposed to be incurred in FY 20-21 towards extension of runway from existing length 

of 3,050 metres to 4,000 metres. Since incurrence of such cost is not certain yet, the 

Authority has proposed to exclude this amount while computing RAB. 

Table 6: Additions to RAB during the first control period as per the Authority (in f crores) 

Asset head FY 18-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 
Land - - - - -
Buildings and civil work 957.45 - - - -
Plant & machinery 479.02 -. - - - -
Runway, Roads & Culverts 355.48 . - - - -
Total 1,791.96 

' .. - - - -
Stakeholder comments and the Authority's qbseNations 

Comments from KIAL 

6.7.	 Regarding RAB, KIAL submitted that

"Regulatory Asset Base and Depreciation 

1. The Authority has proPQ§~~;t9:i~rppv~':~~lJlt~ostfrom Regulatory Asset base. The 
Authority has proposed to e~c1i.iCJe cost of lan!j\lrom RAB until a decision on the treatment of 
land cost is finalized pursuant to Consultation Paper No. 04/2018-19'" In the matter of 
Determination of Fair Rate of Return (FRoR) to be provided on Cost of Land incurred by 
various Airport Operators of India" dated 23.04.2018. 

KIAL submits that-the land was acquired at market rates and transferred to KIAL at cost and 
no subsidy was provided. This was considered as equity contribution by the Government. If 
land is removed from RAB, KIAL will earn no return on land cost capitalised in books. KIAL I 

requests the Authority t onsider land cost a~R§!rt of RAB and provide return on the same. 

2. The Autf~as P(f toe~~/~dttRS"~£9~;~ibre~IP~~~ihing to Runway extension as 
the incurre ~br£~07t l~ Abtffe1aiQ.y~t. ~/1.~ ~!1bmlts~h~~{ne!f~qway extension from 3.05 
KM to 3.40 Kiiw~s'p/~hne(!/ahd approvedl:w1he E3oardofKIALKIAL requests that the 

Authority may includee. cosfmlfJ.tirwt9. Ri.J.(Iway f!:?f;pansion as part of true up at the end of 
the control period. .., 

3. The Authority has; '.. 8~~dl'();t~~~ J~'V~J:l}fj~~~~~:qnd depreciation based on the actual 
date of capitalisation. KIAL accepts the same and also requests Authority to true up the cost 
also based on actuals." 

Comments from FIA 

6.8.	 Regarding additions to RAB submitted by KIAL, FIA submitted that

"Authority has accepted KIAL 's submission on capital expenditure (including IDC & 
preoperative expenses) as is, without considering a) technical evaluation / scrutiny by an 
independent agency b) analysis of budgeted cost vs. actual cost and resultant overruns and 
c) normative order parameters or other c 
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FIA submits that the Authority has accepted the capital expenditure (including IDC & 
Preoperative expenses) proposed by KIAL on an "as is basis", without any application of 
mind or technical evaluation/scrutiny. Furtner, the Authority has failed to highlight whether 
the capital expenditure incurred/proposed to be incurred is within the budgeted cost or 
whether J<IAL foresees any cost ovenuns. 

Furtner, the Authority needs to scrutinize that out of capital expenditure of KIAL as agreed to 
be considered by the Authority till FY 19 of I,NR 1,791.96 crores, how much cost has been 
incurred and what are the remaining/balance costs. Further, the Consultation Paper is silent 
on any cerlificate of PMC or other independent agency to confirm the capital expenditure. 

FIA furlher submits that the Authority has neither considered the Normative Order No. 
07/2016-17 (In the matter of Normative Approach to Building Blocks in Economic Regulation 
of Major Airporls - Capital Costs) while allowing the proposed capital expenditure, and nor 
considered capital expenditure of other airporls in Kerala, for benchmarking any capital 
expenditure: 

(a) As per Para 2.5 of the Consultation Paper, presently, 500 acres, representing 42% of the 
total 1,192.18 acres, has been utilized for KIAL project. The Authority has rightly proposed to 
exclude cost of land from additions toRABuntil a decision on treatment of land cost is 
finalized Consultation Paper No. 04/2018-19 "In the matter of Determination of Fair Rate of 
Return (FRoR) to be provkied on Cost of Land incurred by various Airport Operators of India" 
dated 23.04.2018. 

(b) Based on Table 3 on page 9 of the Consultation Paper, buildings and plant &machinery 
forms a pert of additions to the terminal area. As per Normative Order No. 07/201617 "In the 
matter ofnormative approach to, bUilding,~/o~~$. in economic regulation of major airporls 
capital costs reg." dated i'3.fJ6:fd0116;1tcejlii-;:g·)~(j~tper sq. metre for terminal bUilding is INR 
65,000. However, in the case of KIAL, the per sq. metre rate was noted to be INR 180,843 
(Integrated terminal bUilding area of 9 lakh sq. feet as per Table 1 of Consultation Paper, 
equivalent to 83,612.74 sq. metres). This is almost 2.75 times of the capital expenditure as 
per Normative Order. Also, as per Para 7.8 of CP 5/2014-15, cost ofper sq. meter of a 
modern eirport terminal building varies between INR 43,333 per sq. mtr (Cochin) to INR 
145,000 (Bangalore). Hence, the cost per sq. meter of the terminal building in KIAL is 
significantly higher than this range. 

FIA would like t~?~ighlt~h'flt at the.cos,rp~r s~~::f!iet~r ofte.rr;;~?~1 building of Cochin and 
Trivandru'q{t isiijj,333';aro~12&,6: " hiCh.1~iiSignificantJy lower than that at 

KIAL. Also, A~tfJP~} ~~ ~f)fnp' ....• JhEt~~i!ajtP ~,.w.~tf/fI<IALtor operating expenditure 
and non-aeronal./tic~1 reven~e:' but not for capital expenditure.' , . 

(c) Out of total propo~~~.post~fINR 8~O. 9~\grore.~le.xpansion of runway proposed by KIAL 
in FY21 amounting t~.:,l~/l"\46Q;50crorEts"1~~ not;J?~~~e accepted by the Authority. The area 
for the runway has f]~t bee.nprov.ide.d in, the;c..o.l1.~ultatjo.n Paper. Hence, FIA would not be 
able to comment on whether Normative Order No. 07/201'6-17 has been considered by the 
Authority while accepting KIAL 's submission with respect to capital costs towards runway, 
roads and cuivetts. As per the said order, the cost per sq. meter should not exceed INR 
4,700 per sq. meter. 

(d) Interest during construction (lDC) has been considered by the Authority on an "as is 
basis". Further, the Authority has not provkiea any details of IDC of INR 172.21 crores (c. 
8.20% of the total cost submitted by KIAL) have been furnished in the Consultation Paper for 
stakeholder's review. 

(e) Pre-operative expenses of INR 10~. 5.00% of total cost submitted by KIAL) 
seems to be on adhoc basis and h;l(tiDf¥J~~l{ated/discussedby the Authority in the 

Consultation Paper. Hence, it.ft,·i:ft!h~ ed tha ~Ow~~.ty evaluate the preoperative expenses 

t:: ~ 
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in detail and put a capping rather than leaving it at the discretion of KIAL and subsequent 
true up, otherwise the airport operator would not make palpable efforts to contain the cost. 

(f) Largest component of plant & machinery costs is mentioned as 'Other Equipment' worth 
INR 160.42 crores (c. 9% of the capital expenditure accepted by AERA) without any further 
details of the type of equipment. This shows a lenient approach taken by Authority while 
scrutinizing KIAL's submission. 

Hence, FIA submits that the Authority ought to confine itself to the normative norms i.e. 
Normative Order No. 07/2016-17 while determining the capital expenditurelRAB for the 1st 
control period at the time of passing order. sr 

6.9. Regarding allocation of capital expenditure submitted by KIAL, FIA submitted that

"III. Authority has accepted the essetettocetion ration submitted by KIAL without any 
independent evaluation 

FIA submits that as per proposaI1.c.of the Consultation Paper, "the Authority has tentatively 
accepted the allocation of ossotsinto aeronautical and non-aeronautical assets in [he teiio 
95:5. A detailed stUdy will be conducted to determine the actual usage before true up in the 
next control period". The Authority has essentially relied on KIAL's submission for the 
purpose of computing allocation ofassets into Aeronautical and Non-Aeronautical 
categories. FIA submits that allocation of the airport assets between Aeronautical or Non
Aeronautical categories is critical under Shared Till approach (without prejudice to Single Till 
approach advocated by FIA), hence/he same should be carried out on the basis of an 
independent study rather than on tentative basis which is based on KIAL's submission. 

The Authority has ~roPOS€{f!ir~C2;;flt'iK;fut\,~;{~li~~~cal study on the area ben:ee~ Aeron~utical 
and Non-Aeronaut/cal for next control pet/ad,' tfi/s approach of the Authonty will result In 

significant delay in testing of actual allocation ratios and during which passengers and 
airlines will be burdened by high tariffs. 

. . 
FIA would like to highlight that aero allocation ratio of Cochin Airport for Buildings is c. 
69.28% and that for Plant & Machinery is c. 86.79%. Also, the aero allocation ratio proposed 
as per CP 5/2014-15 on Normative Approach is 80%. Hence, in case the Authority considers 
or accepts the aeronautical asset at 95%, the same will increase the RAB and will 
consequently burden ajrlines and passengers. .. 

<",y\~",< 

FIA sUbmits,;tHI?:Wrathd~th . ccepti(fgfK.IAL' '/ssiolliAuUlOrity should to consider the 

asset alloc1tio~ r~ti? qf 8/~f20%:t?;f~e!~s!.c/ ~~id(j/(~ ~~d~ce ARR & minimize 
shortfall and c6n~u&t i»depentlenfsttidyonasset a locatlonwhich may be used for truing up 
in the 2nd control pertoa, 

Further, FIA would 1i:::r~ig~tiPh~itba~i~;t~tR:o~0~~~.is c. 67% of the total ARR for the first 
control which is siglJ.;, tlM..hi!!lJf}f:Jha!J.the{~l}~q:Jof'[Jlturn on RAB at other airports as per 
table below: 

Hence, FIA submits that the Authority needs to scrutinise the additions to RAB in detail 
rather than leaving it for true up in subsequent control periods, as a higher return on RAB is 
generated. FIA also submits that the Authority should have scrutinizedcapex on technical 
and economic grounds before considering it as additions to RAB rather than relying on 
KIAL's submission on garb of truing up." 

KIAL's submission on FIA's comments 



__ __

6.11. 

Authority's 

comments 

6.12. 

6.13. 

FIA's analysis ofper sq. ft cost is incorrect. 

"Building" as considered by FIA includes other costs relating to: 

a) Site development and earth filling 

b) Boundary Wall 

c) Ancillary building 

d) Drainage and Ducts 

e) Power and other equipment outside Terminal Building, etc. 

KIAL has submitted detailed analysis on how the estimated costs are within the range of 
normative costs as considered by the Authority in its Normative Cost Order, which has been 
reviewed in detail by the Authority. 

Interest During Constructioniscalculated inthe business model based on draw down. Pre
Operative expenses are considered based on approved budgets and actuals are in line with 
the estimates. These costs are all proposed to be trued up by the Authority based on actual 
costs capitalised and audited.'" . 

KIAL in response to FIA's comments regarding allocation of capital expenditure stated that 

"Allocation of Capital and Operating Costs between Aeronautical and Non-Aeronautical is 
done as an estimate which is broadly iMine with AAI airports, BIAL etc. 

Airport Operations and Terminalpuildingusage for Non-Aero activities also would need to be 
stabilised for evaluation of allocation ratios. 

Proportion of RAB on Tot~ff,;~1::riJ6Jld ~~fl(;~~ed on various factors, including the timing of 
investment, whether it is a new airport or existing airport, other factors impacting ARR etc. 
Hence, it may not be possible to have a benchmark for the Return on RAB being considered 
as a % to total ARR. " 

examination of KIAL's and FIA's comments and KIAL's submission on FIA's 

In response to KIAL's . of land cost as part of RAB, the Authority 

notes thaVfig~ll"d'bisr frdi~~';'~~tl~lCIUSi~; .r nd;,~~~t~s a part of RAB and return on 

such land c6sti·wlli Q\~ :~ft~r()ra~i ~~r§,u~ttci~gr;tilt§tignp,aper No. 04/2018-19 dated 

08.05.2018 and Supplementary Consultation Paper No. 17/2018-19 titled, 'In the matter of 

determination of FRoR6be incurred by various airport operators in 

India' is finalized. Th up in the next control period. 

FIA has commented that the cost of construction of Terminal Building and Airside 

RunwaylTaxiway/Apron are on very high side and well above the specified normative cost. 

The Authority noted that FIA has calculated the normative cost of Terminal Building taking 

into account the probable expenditure with likely areas to be developed as stated in the 

consultation paper. FIA's calculation includes certain costs like Site Development cost, 

Boundary walll Ancillary Building costs etc. which are not related to unit cost of Terminal 

Building. Moreover the entire PMC cost and IDC cost are not related to Terminal Building. 

The area of Terminal Building ;'9!~~~~~~~::~~so differs from projected figure in the 

<$. ;.~ 
o ~o~'?oll} . ~\}'I> /' 
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on details furnished by MIs KIAL and costs allocated to various works. An updated statement 

of expenditure is given in Table 7. 

Table 7: Per unit cost of Terminal BUilding and Air side Pavement 

Summary of updated expenditure ~ crores Area sq. m ~/ sq. m 

Land cost 316.00 

Site Development cost (land filling) 345.36 

Terminal Building Expenditure 839.94 97281 86342.00 

Airside pavement 307.76 537800 5723.00 

Other capital works , 393.21 

Total 2202.27 
,; 

6.14. The Authority has already undertaken'studies for a few other major airports for determining 

the reasonableness of the capital expenditure for their respective terminal buildings in the 

recent past. As per these studies, the cost of modern terminal is in the range varying from 

RS.95000 per sq. mtr to RS.1.20i lakhs per sq. mtr with glass & steel facade. The Authority is 

of the view. that this cost reflects a realistic estimate of the capital expenditure. The Authority 

noted that cost per sq. rntr.of Alrsjde pavement is also higher due to large expenditure 

incurred on drainage and Runway Approach lighting (CAT-I) considering the logistics and 

terrain at the airport locati~n9~/~Iy.~alti!U?;/~iJIY area. The cost per sq. mtr of the Terminal 

Building and Air side w~·{~(.:th~r~f6~e>~'pp(J~rs to be reasonable considering the above 

factors and comparable to other airports. However the total cost will be trued up after 

complete capitalization and Audit in next control period 

6.15. In response to FINs comment on asset allocation, the Authority, based on its site visit noted 

that the non-aeronautical section is under development. Kannur Airport being a greenfield 

airport, analysis such as passenger traffic trends or breakup of revenue from non

aeronautical services' 're,pently not possiq!e:"'Mgwever, the Authority notes that the non-

aeronautic tiliz~tt( Iike'i~'tEl~icr~~~(~ii~~' time elapses. Accordingly in 

nof 95o/;:5%ftas· been considered appropriate for 

this control period. 

K/AL submission - DepfE~ci;;Jti()ni)Ctin'·~~.""".. ,.,,, 

6.16. KIAL has followed straight line method of depreciation and depreciation rates applied to 

various assets are as per AERAOrder No. 35/2017-18 "In the matter of Determination of 

Useful life of Airport Assets" dated 12.01.2018. 

Table 8: Depreciation on assets forming part of RAB as per KIAL (in ~ crores) 

Rate 

1.67% 
6.67% 

Asset head 

BUildings and civil work 
Plant &machinery 

FY 18
19 

FY 19-20 FY 20-21 FY 21-22 FY 22-23 

3.33% Runway, Roads &Culverts 
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J (29.79) I (75.26) I (75.26) IL_----'l_T_ot_a_1 ---'-----'---''-'---''..L.....l------'(L:.-59J4[j (75.26) 1_--'----'---'--.----->-_--'

Authority's Examination - Depreciation on RAB 

6.17. Depreciation as per the Authority after excluding proposed runway extension costs has been 

summarized in Table 9:
 

Table 9: Depreciation on assets forming part of RAB as per the Authority (in ~ crores)
 

Rate Asset head FY 18 FY 19-20 FY 20-21 FY 21-22 FY 22-23 
19 

" ," 

1.67% Buildings and civil work '(7.96) (15.96) (15.96) (15.96) (15.96) 
6.67% Plant &machinery (15.92) • "'(31:93) (31.93) (31.93) (31.93) 
3.33% Runway, Roads &Culverts ' (5.91) , (11.85) (11.85) (11.85) (11.85) 

Total ,(2~.79) " ,(5~.74) (59.74) (59.74) (59.74) 
, , 

Stakeholder comments and the Authority's observations 

Comments from FIA 

6.18. Regarding depreciation on HAB, FIA submitted that

"As per Para 5.7 of the Consultatt?;nPaper, KI(J.L has followed straight line method of 
depreciation and depreciati~ii:l:~f~~~PP{jiJ:fJf~fj.;:farious assets are as per AERA Order No. 35/ 
2017-18 "In the matter of Determination of Useful life of Airport Assets" dated 12.01.2018. 

As per the AERA Guidelines Para 5.3.3, depreciation is allowed up to a maximum of 90% of 
the original cost of the asset on straight line basis. However, as per Order No. 35/201718 on 
useful lives, the depreciation is allowed upto 100% of the original cost, which is in 
contravention to AERA Guidelines. 

Accordingly, by taking 10% as residual value and depreciation over 90% of the value of the 
asset, the depreciation{~duces by 10% trom IfIj,! 268.76 crores to lNR 241.88 ctores. 

However,J~~(y:(~rn !4Y~ incr~~~ 1oA.tii'! N'!~~Z~.,1t, crores to INR 981.11 crores 
due to inc~< ""16 th' e ,!~,~... ,,' n ,,!defJt~q~ri~pn over only 90% of the assets. 
The combiiJe fteat Q[the/~ Kege. §'(qd;the:'AfRFRbY 1% ttom INR 1,460.71 
ctores to INR 1,441.83 crores. 

Useful life with respec>qRu~~~~~,· A~rbh,!~m~s considered as 30 years in accordance 

with Order 35/ 2017-. ' ~~~r,~/A'~['ie~{fW,;;,i ullife of assets at various international 
airports indicated th t theiiJEtssetshave uiefui4if1 nfJat 99 years, hence it is submitted 
that life of 60 years of airport assets to be considered." 

KIAL's submission on FIA's comments 

6.19. KIAL stated that

"KIAL submits that as detailed in Consultation Paper 0912017-18 in the matter of 
determination of useful lives of Airport Assets, this has been left to the evaluation of 
individual Airport Operations. Policy'~da;Ji!2.f!. in financials would be adopted for the purpose 
of true up." /;:~\~.lq; F<lf.};;;"'" 

/~/'A ' ~~~\.
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Authority's examination of F/A's comments and K/AL's submission on F/A's comments 

6.20.	 Regarding FIA's comment on depreciation on RAB, the Authority notes that depreciation has 

been computed as per AERA Order No. 35/ 2017-18 "In the matter of Determination of 

Useful life of Airport Assets" dated 12.01.2018. Further it is to be noted that AERA gUidelines 

stand amended and are to be read in conjunction with the aforementioned order. 

K/AL's submission - Average RAB 

6.21. RAB during the first control period as per KIAL has been summarized in Table 10 below: 

Table 10: RAB as per KIAL's submission (in f crores) 

Particulars FY 18..19 '. 
. 

FY 19-20 FY 20-21 FY 21-22 FY 22-23 

Opening RAB as on 01.04.2018 0.00 ..... 2,170.92 2,108.03 2,045.14 2,455.92 
Closing RAB . "2,170.92 2,108.03 2,045.14 2,455.92 2,376.70 
Averaoe RAB . 1,Oa5A6 ·.2,139.47 2,076.59 2,250.53 2,416.31 
Land value adiustment ". (184.33) (184.33) (184.33) (184.33) (184.33) 
Average RAB adjusted for Land not 
used 901.12 1,955.14 1,892.25 2,066.20 2,231.98 
Average RAB for working period 
after considering aeronautical 
portion 

." 

901;12 1,955.14 1,892.25 2,066.20 2,231.98 

Authority's Examination - Average RAB, ',. 
~:~ y::,~r't~'~~-)~'.~TXCf,f':i(; ii" ';', ";:;~'.;r:'ir,_' r~:,_::,:;t 

6.22.	 RAB as per the Authority"dL~i'ng'{h'~ firsf'C;6hltoI period has been summarized in Table 11 

below: 

Table 11: RAB as per the Authority (in f crores) 

Particulars FY 18-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 

1,582.941,642.691,702.431,762.17 

De reciation 
Additions 
o enin 

Closin 
Avera e RAB 

Decision No.1 Regarding RAB'}! 

1.a.	 The Authori . cost from RAB and consider it 

subsequently based on decision taken on CP no. 17/2018-19 dated 01.10.2018. 

1.b.	 The Authority has decided to exclude cost of f490 crores pertaining to cost 

towards runway extension proposed to be incurred in FY 20-21 as incurrence of 

such cost is not certain yet. 

1.c.	 The Authority has tentatively accepted the allocation of assets in to aeronautical 

and non-aeronautical assets in the ratio 95:5. A detailed study wi! be conduced 

to determine the actual usage before true up in the next control period. 

1.d.	 The Authority has delcidled<.t<r~~~AS'ifd~r~~B during the first control period for 

. calculation of ARR as sh()Wt'lAfl 
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1.e.	 The Authority has decided to true up Average RAB and depreciation based on 

the actual date of capitalization and actual cost incurred during the current 

control period. 
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7. FAIR RATE OF RETURN (FRoR) 

7.1.	 KIAL in its submission has proposed the capital structure, funding mechanism, and FRoR as 

provided in Table 12 below: 

Table 12 : Capital structure and FRoR as submitted by KIAL (in ~ crores) 

Asset head FY 18-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 Average 

Average Equity 
Average Debt 
Total 

979.57 
990.00 

1969.57 

1162.29 
1200.00 
2362.29 

1407.29 
1172.73 
2580.02 

1488.92 
1090.91 
2579.83 

1488.92 
981.82 

2470.74 
Cost of Debt 
Cost of Equity 
Debt equity ratio 
FRoR 

10.05% 
16.00% 

50:50 
. 

". 

10.05% 
16.00% 

51:49 
. 

10.05% 
16.00% 

45:55 

10.05% 
16.00% 

42:58 

10.05% 
16.00% 

40:60 

10.05% 
16.00% 

45:55 
13.30% 

Authority's Examination 

7.2.	 The Authority notes that with equity infusion, debt-equity ratio comes down during the first 

control period. KIAL has clarified that the proposed funding of runway extension is by way of 

equity in the second phase of airport development. Further, loan repayments also contribute 

to the reduction in debt-equity ratio. 

7.3.	 Since the Authority has proposed..to exclude capital investment of ~490 crores pertaining to 
'::. ('~'w';~':~<i;'- 't":r.~r;·'·:;' r '~·""':-:\r7'l;~"';:';',:/i' 

runway extension it will nof6e·cOrisia~recFfdr··talculation of FRoR. 

7.4.	 Cost of debt has been assumed at 10.05% p.a. which is marginally lower than the 10.40% 

p.a. as specified in the joint lender agreement dated 20.05.2015 signed by KIAL with Canara 

Bank, The South Indian Bank Limited and The Federal Bank Limited considering current 

interest rate trends. The Authority has accordingly proposed to accept KIAL's submission in 

relation to cost of debt. 

7.5.	 . qUj,rr:~'i'i;\~tAutb;9J.ltyl!~~~mid~·· .val~Q!ifgQR at major airports as per the 

airports" re!ar~ (i r~(~~~~a~IZ;d Iw e 1~;I.Q~\o+). Further, the Authority notes 

that KIAL is expos~'(/to high"risk~ dU~ f~ i~tense c~~petition and first-time operations. 

Accordingly, the Autho has,J)ropos oi;'ii!pcepttlI~IAL's request for cost of equity at 16% 

p.a. 

Table 13 : Airport-wise cost of equity and FRoR comparison (%) 

Airport Delhi Mumbai Hyderabad Bengaluru Cochin 

Cost of equity 16% 16% 16% 16% 14% 
FRoR 9.94% 11.78% 10.01% 11.55% 11.17% 

Control period 
01.04.2014 to 

31.03.2019 
01.04.2014 to 

31.03.2019 
01.04.2011 to 

31.03.2016 
01.04.2011 to 

31.03.2016 
01.04.2016 to 

31.03.2021 
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7.6.	 After considering impact of RAB as per the Authority and impact of internal accruals in the, 

overall capital structure, FRoR as per the Authority has been computed in Table 14 below: 

Table 14 : Capital structure and FRoR as per the Authority (in ~ crores) 

Asset head FY 18-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 Average 

Average Equity 979.57 998.92 998.92 998.92 998.92 
Average Retained Earnings 7.92 35.52 87.47 168.69 285.22 
Average Debt 990.00 1,200.00 1,172.73 1,090.91 981.82 
Total 1,977.49 2,234.44 2,259.12 2,258.52 2,265.96 
Cost of Debt 10.05% 10.05% 10.05% 10.05% 10.05% 10.05% 
Cost of Equity 16.00% 16.00% 16.00% 16.00% 16.00% 16.00% 

Debt equity ratio 50:50 ,54:46 52:48 48:52 43:57 49:51 
FRoR ,', 13.06% 

" ....".... 

Stakeholder comments and the Authority's observations 

Comments from FIA 

7.7.	 Regarding FRoR, FIA submitted that

"Authority has accepted KIAL's submission on debt equity ratio. No debt repayment schedule 
has been provided for stakeholder consultation. No true up has been proposed for the debt 
equity ratio in second control period, 

As per proposal 2 of the ~PP~7!ilra~Qq pa.rrf:j~iltb) Authority has proposed to consider the Cost 
of Equity at 16% p.a. and FRoR at 13.06% p.a. for KIAL for the first control period. FRoR of 
13.06% used in Tariff model by the Authority is tentative and based on the following 
essumptions: 

(a) Steady growth in the average retained earnings as part of the equity portion, which 
decreases the debt equity ratio and in turn increases FRoR by virtue of a higher cost of 
equity (16.00%) than cost of debt (10.05%). 

(b) Debt repayments as submitted by KIAL have been accepted without any detailed 

discussionjn the Con . n p~ee0f;l,prep~~iJ:l~ql sc~~g~!~Of such debts has been 
discussed 'feh ~;fq~nsultfJ~{P~' :rhis1,~#lt$Jnd~f~~'ci~e of the debt equity ratio and 
in turn incn sifFBO bY~lrtw.eo['~ifJigM( qfpst<otjeqp({YC16;og%) than cost of debt 
(10.05%) 

Each of the above-me ned;issiJmptiti'nsh.fJs t an inflated FRoR of 13.06%. In 
comparison, the cosit~ifiifaj=R~R(~(\C~/;,;{'port for second control period is 14% 
and 11.17% respect ely. AISo;;,the:FRoRofKIJiLlshighest among the airports which are 
presented by the Authority in Table 11 of the Consultation Paper. FRoR is high at 13.06% as 
the financing structure is more equity driven (debt equity ratio is 49:51) which is not very 
efficient also due to higher return of equity which is at 16%. Any security deposits to be 
received has not been considered by the Authority. Also, average debt and equity balances 
are considered or closing balances are considered is not clarified by the Authority in the 
Consultation Paper. 

As part of the Proposal 2 regarding FRoR, while Authority has proposed a true up based on 
actual cost of debt and cost of equity, no true up has been proposed to the debt equity ratio/ 
gearing ratio for the first control perigJl..Q.Q.'l..sidering (a) 67% share of the ARR is return on 

RAB; (b) shortfall in recoveryj~;::'t;!2~~a~m~arilYbecause ofhigher return. 

) ,	 ~ 
[	 Pc 

I~	 ~ 
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FIA submits that the Authority to consider the return of equity @ 14% and debt equity ratio at 
60:40, in order to avoid overburdening ofpassengers and airlines. This will also ensure 
viability of operations of airport. Also, the Authority to ensure that the security deposits to be 
received should be included in computation of FRoR at zero rate of return." 

KIAL's submission on FIA's comments 

7.8.	 KIAL stated that

"Considering normative gearing ratios would be against the interest of the investors who 
have contributed share capital to the Project. 

FRoR is higher due to the higher equity involvement in the Project, where the operations are 
yet to be demonstrated. 

Return on Equity at 14% is notjust;fiedconsidered the new airport and increased risks as 
has been detailed by the Authority. 

KIAL confirms that no significantsecurity deposits have been received from any party to fund 
the Airport construction." 

Authority's examination of FIA's comments and KIAL's submission on FIA's comments 

7.9.	 In relation to FIA's comments on FRoR, the Authority points out that it is yet to come out with 

a recommendation on ideal capitalstructure for financing airport projects. In pursuance with 

the directions of the Tribunal.sthe Authortty has initiated the process of undertaking a study 

for determining the Cost df{~«UltYl:l;L:1 

7.10.	 The Authority notes and accepts FIA's comment regarding true-up of debt-equity ratio. It is to 

clarify that truing up of FRoR shall include true up of debt-equity ratio as well. 

7.11.	 The Authority notes that there is higher uncertainty regarding traffic because of competition 

from other nearby airports and the fact that Kannur airport, till date, has not been declared as 

a port of call for foreign airlines. Therefore, a higher cost of equity at 16% which is also in line 

Decision No.2 Regarding FRoR 

ii',',; 

,Cost of Equity at 16% p.a, and FRoR 2.a.	 The Authorit~i'~~~~de~~~;~ito{~~~~~j(ier
 
at 13.06% P.aWll~r;tft~ ffr~t'corit~~i peri,


;,?4	 <,~,,'. ~,",:{~';;::'i:>,,'/,,:\>,_ "}/"": (::.t>~, 

2.b.	 FRoR will be trued up based on actual debt-equity ratio, actual cost of debt and 

cost of equity which will be decided upon after completion of the proposed 

study on the cost of equity at major airports. 

with other PPP airpo s appropriate. of above FRoR calculated with said cost 

of equity '\i"\ir~' be' abl 
p 
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8.	 OPERATION AND MAINTENANCE EXPENDITURE 

8.1.	 KIAL's submission on details and assumptions of operation and maintenance expenditure 

proposed to be incurred during the first control period are provided in Table 15 below: 

Table 15: Assumptions made by KIAL for each item of Operation and Maintenance Expenditure 

Item Assumption 

Land Lease It is assumed that 1176.48 acres of land will be leased in from MIs KINFRA at 
the rate of RS.1 00 per acre per annum. 

Security Security expenses assumed at RS.30 per passenger based on the benchmarks. 
An annual escalation of 8% is provided for. 

Repair and 
Maintenance 

Repairs to bUildings, plants, equipment and runways is considered at the rate of 
1% of civil cost and 1% ofequipment cost for the year in which the airport 
operations are commenced. An annual escalation of 8% is considered for the 
subsequent years ........••...•. 

Power, Water and 
Fuel Charges 

Based on the benchmarks, power, water and fuel charges is assumed at RS.20 
per passenger withayearony~ar increase of 8%. 

Admin Expenses Admin expenses is assumed at RS.30 per passenger based on the benchmarks. 
An escalation of 8% is assumed every year. 

Marketing Costs Marketing costs is assumed as 1% of total revenues excludlnq UDF. 
Stores and Spares Stores and spares cost is assumed as 0.5% of all equipment cost with a year on 

year increase of e%. , 
Employee's Salary Based on the benchmarks,' employee's salary has been worked out as RS.54 per 

passenqer. An annual inerease of 8% is considered. 
-: 

8.2.	 KIAL has apportioned total expenditure incurred during the first control period into 

aeronautical and non-aergt.t~u,~ic~h;illl th~)rattO'f'of 95:05. Below Table 16 summarizes the 
-~(;, W\"" ·y,··:t" B ""-_';, ",,; :'i><~ \" 'it 

operation and maintenance expenditure after considering 95% of the total expenditure 

incurred during the first control period as aeronautical expenditure: 
. . 

Table 16: Projected O&M expenditure by KIAL for the first control period (in f crores) 

Particulars FY 18-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 

Land Lease Rental	 0.01 0.01 
Employee Costs	 15.37 18.44 
Power &Water	 5.69 6.83 
Repair and Maintenanc	 27.72 29.93 
Administration	 8.54 10.24 
Marketing Costs	 1.16 1.34 
Security 35.85 35.93 
Stores and Spares	 2.94 3.18 
Total	 97.3 105.9 
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Authority's Examination 

8.3.	 Table 17 shows Authority's analysis of O&M expenditure per passenger (domestic + 

international) projected for airports at Kochi, Trivandrum and Calicut with KIAL's submission: 

Table 17: Airport-wise comparative O&M expenditure per passenger for FY18-19 (in f per pax) 

Particulars KIAL Kochi Trivandrum Calicut 

Land Lease Rental 0.07 19.49 NA NA 
Employee Costs 54.00 77.01 73.00 104.25 
Power & Water 20.00 44.45 13.96 22.88 
Repair and Maintenance 0.00 48.10 11.94 31.05 
Administration 30.00 20.56 28.25 54.58 
Marketing Costs 4.58 0.00 NA NA 
Security .226.59 .... 

. 
6.94 NA NA 

Stores and Spares 0.00 . 5.55 0.83 0.65 
Total ·.33S.24 222.10 127.98 213.40 

8.4.	 The Authority has noted that KIALhas included CISF cost as part of security expenses while 

computing operation and maintenance expenditure proposed to be incurred during the first 

control period. Since CISF costs form part-of PSF (security), the Authority has proposed to 

exclude such amounts from security expenses while computing O&M expenditure proposed 

to be incurred during the first control period. 

8.5.	 Further since other expeq~epr:Rr9IPO~~d.;;Qy;~KIAL are within the benchmark range in 
'\ ~~ -t. '\""\1 " ;; "'''') ;'l,_j \~ A,,~t '\.\ ~,j 

comparison to per passenger costs at other airports, the Authority has proposed to allow 

such expenses for the current control period. 

8.6.	 Below Table 18 summarizes the operation and maintenance expenditure after considering 

95% of the total expenditure incurred during the first control period as aeronautical 

expenditure: 

Particulars FY 21-22 FY 22-23 

Land Lease Rental 0.01 0.01 
Employee Costs 12.15 14.60 17.52 
Power & Water 4.50 5.41 6.49 
Repair and Maintenance 19.35 20.90 22.57 
Administration 6.75 8.11 9.73 
Marketing Costs 2.18 2.47 2.80 
Security 6.75 8.11 9.73 
Stores and Spares 2.59 2.79 3.02 
Total 11.06 54.27 62.42 71.88 

Stakeholder comments and the Authority's observations 
<Jt~""'''':''~<l'<~ 

4
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Comments from KIAL 

8.7. Regarding operation and maintenance expenditure, KIAL submitted that

'The Authority has proposed to exclude expenses relating to the staff of CISF. KIAL submits 
that CISF has proposed to deploy around 613 personnel in KIAL for security purposes. The 
PSF Security Component of Rs. 130 proposed to be collected from passengers would not be 
sufficient to fund the CISF expenditure. KIAL would take up the matter with MoCA and 
request for increase in rates for PSF Security Component" 

Comments from FIA 

8.8. Regarding operation and maintenance expenditure submitted by KIAL, FIA submitted that

'The Authority has accepted the operating expenses submitted by KIAL on an "as is" basis, 
except in case of secuntyexpenses wherein CISF cost has been excluded being part of 
PSF. Hence, Authority has not scrutinized the reasonableness of operating expenditure and 
proposed true up in the second control period. 

Further, as per Proposal 3.15. of the Consultation Paper, the Authority proposes to accept 
allocation of aeronautical and non-aeronautical expenses in the ratio of 95%:5% wlihou: 
conducting an independent analysis for the expenses in the first control period, and further, 
no study for such allocationhas been proposed. Hence, the present ratio of 95:5 does not 
have any basis and is tentative, which depicts a very lenient approach of the Authority. 
However, till the time study is conducted,FIA would like to highlight aero allocation ratio 
proposed as per CP 5/2014-15 of? Normative ~pproach is 80%, hence it is submitted that 
aero expenditure should Jj"ff;IPflfj~i~~(~dl:ff.1p.fl~;~'n the first control period at the time of 
passing the order of KIAL. 

Further, it is submitted that the Authority should order for independent study for determining 
the reasonableness of allocation ratios and consider the same at the time ofpassing order 
on Consultation Paper (on basis of that study) on issues like 'bifurcation of expenditures into 
aeronautical &non aeronautical instead of leaving it for truing up without assigning any 
cogent reasons. 

FIA submits that the Operating expenditure re~~esents 17% of ARR, hence, the Authority 
should have evaluate .'. expenses in detaitra er broadly relying on projections 

) ..,,'~'C', "'·'i'X,":';'."';",,;,<;, 

and besis; 15 

in'ihe Consultation Paper, the 

c) has made upward revisions in the submissions of KIAL for marketing costs. Moreover, 
the basis for security expense post revisions from Authority is not clearly mentioned in the 
Consultation Paper. 

The operating expenditure per passenger for the entire 1st control period was noted to be 
INR 254 per passenger (inclUding both domestic and international passengers). Based on 
the broad range of INR 176 to INR 259 given in CP 5/2014-15 "In the matter of normative 
approach to building blocks in economic regulation of major airports" for FY13, it is to be 
noted that the operating expendituJfJ:~:~P~~~JJ§C/is significantly higher than that for 
Cochin (INR 176 per passengerf6t<:P , . .... similar airport to KIAL. This is further . . 
evaluated in Table 15 of the Cons 

~ 

_~n opex per passenger for FY19 for 
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KIAL (INR 335.24) is significantly higher than that for Cochin (INR 222.10) and Calicut (INR 
213.40) for the same period. 

However, the Authority has presented and compared these benchmarks, but not applied 
these benchmarks in proposing the operating expenditure of KIAL and rather relied upon 
KIAL's submission. FIA has analysed opex per passenger for 1st year control period of KIAL 
with that of Cochin and Calicut rather than comparing opex of first six months of operations 
of KIAL." 

8.9. Regarding operation and maintenance expenditure submitted by KIAL, FIA further submitted 

that 

"As per Para 7.5 of the Consultation Paper, ihe Authority has stated that "since other 
expenses proposed by KIAL are wit.hinthe benchmark range in comparison to per passenger 
costs at other airports. the AuthoritYhas proposed to allow such expenses for the current 
control period". However, eeoertne cO(l1parison done by Authority for operating expenditure 
perpassenger across differentalrports for FY19, it can be clearly noted that KIAL has a 
significantly higher operating expenditure per passenger at INR 335.24 as opposed to other 
airports and is not within the 'btmchmatf<,range of expenses. Moreover, the expenses 
considered for KIAL in FY19 istor halfyear and the comparison is being done with full year 
operations of other comparable operational airports of Kerala. Hence, it is submitted that the 
comparison done by Authority is not relevant from the point of view of keeping a 
conservative benchmark for the first control period. 

FIA has conducted analysis, wherelninstead of comparing a single year of operations, the 
complete 5-year control period is yonsidered aqross airports for the sake of comparing 

operating expenditure perJ:!1i~~~nrl:'lf.r:f \:il,.~:r\::l: 

Based on the analysis, it is submitted that key costs per passenger such as those of repair 
and maintenance, security, administration and stores &spares are 2x to 4x of other 
comparable airports as highlighted in table below: 

It is submitted that Authority has not evaluated benchmarks in detail and has accepted a 
high operating expenditure contributing towards the shortfall in ARR. However, considering 
the shortfall in ARR, the Authority should consider lowest opex per passenger reflecting in 
comparable airports. 

Marketing:?~stf,~ere,(= '< ted.tor, I<.JAIf"an~'~~~:~ttter cpmp9Gable airport. Authority has not 
discussed Ci{~t~iIS:~Of thi:~ ~~,f(n~e!,~~p~.1J!0ret\;~~·;.tbereii~fl~~~en an upward revision by the 
Authority in thlii";f'arkeNni/ciJstiprotlo~edb9KIALfor whiCh no Justification has been 
discussed. Hence, it is submitted that Authority has failed to evaluate the operating 

expenditure and ProviUPW,~~~f{jVi ..~iYfjth~~t~~y justifications thereof. 

Considering the app -, Q{ t~f~~t~OrJf~~{e~;ewi1R the operating expenditure is not in 
line with provision o. ERAtiaidelines;'it is ih'erefore SUbmitted that in order to assess 
efficient operating expenditure and reasonableness of opex, the Authority should have 
conducted technical evaluation and not accepted KIAL's submission as is in garb of truing up 
in subsequent control period. Also, for the current control period, lowest opex per passenger 
of INR ,127.98 of Trivandrum, highlighted in Table 15 of Consultation Paper to be considered 
for computing operating expenditure per passenger at the time ofpassing order. 

FIA submits that the aero operating expenditure be considered at 80% in the 1st control 
period to reduce ARR & minimize shortfall. Further, the Authority needs to conduct 
independent study for allocation of operating expenditure which may be used for truing up in 
the 2nd control period. 

FIA further submits that for the curre~~~;;;;~/QWest opex per passenger of INR 
127.98 of Trivandrum, highlighted if,pjj 15 oft -eM ultation Paper to be considered for 
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computing operating expenditure per passenger at the time of passing order to reduce ARR 
& minimize shortfall. Also, an independent technical evaluation of expenses be undertaken 
for true up in the next control period. U 

KIAL's submission on FIA's comments 

8.10.	 KIAL stated that 

"While Operating Expenditurel Non-Aeronautical Revenue per passenger could be a point of 
comparison across airports, the same may not be fully comparable between an established 
and running airport and a new airport where the existing airport is expected to have an 
established traffic base. Certain costs in Airport Operations may be fixed and hence. where 
there is higher traffic, the perpasseng~rcost could appear to be lower in certain airports. 

KIAL has provided basis for estimatiOn ofcosts and the actual trend of costs would be known 
once the Airport has been comfnissioffeJdand is in operation for some time. KIAL has 
therefore requested the Authority to trueLJpthe costs based on actuals. 

Operating expenditure per Ye8rcomparedbyAuthority considers estimated annual cost 
divided by Annual number ofpaSsengers and hence is correct. 

Allocation of Capital and Operating Costs between Aeronautical and Non-Aeronautical is 
done as an estimate which is broadly in Nne with certain AAI airports, BIAL etc. 

Airport Operations and Terminalpuilding usage for Non-Aero activities also would need to 
be stabilised for evaluation of allocation ratios." 

Authority's examination of FIA's CO"llJJf1IJ~~[:'f1r:J1i/A4:!~::,~ubmissionon FIA's comments 
'<:.., ~ \~ '''',i0 ,~, ':1 '''-'''1( '\/ ~ """<~ \:" l~ 

8.11.	 In relation to the FIA's view regarding benchmarking with other airports, the Authority has 

reconsidered the estimates of O&M costs submitted by KIAL with respect to the comments of 

FIA and is of the view that there is a scope for reduction in projection of Operating & 

Maintenance estimates by KIAL. 

8.12.	 Consequently, on further analysis of the growth rates assumed for various heads under the 

operating & maintena~p xpenditure, the A~thQ{Ity notes that a more reasonable growth 

rate needs:~'~bnsi~~ &"I"31:for t~:~1i9wing: 

• 
~ ~~e 

'<.",> ~;'J 

• Power and wa 

• 

xpehses (5%);' . 

• Administration expenses (7%); 

• Security expenses (7%); and 

• Stores and spares (2%). 

Accordingly, the revised O&M expenditure is shown in table below: 
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Table 19: O&M expenditure for the first control period as per the Authority (in' crores) 

Particulars FY 18-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 

Land Lease Rental 0.01 0.01 0.01 0.01 0.01 

Employee Costs 4.34 10.56 11.29 12.09 12.93 
....... 

Power & Water 1.61 3.91 4.11 4.31 4.53 

Repair and Maintenance 0.00 18.86 19.24 19.62 20.02 

Administration 2.41 5.86 6.27 6.71 7.18 
.~-" 

Marketing Costs 0.88 .... .: 2.02 2.30 2.60 2.95 

Security 2.41 .' $.86 6.27 6.71 7.18 

Stores and Spares 0.00 2.52 2.57 2.62 2.68 

Total 11.64. 49.61 52.07 54.69 57.48 
L.-.-_ 

"	 

I 

8.13.	 Considering the high capital cost and low growth rates of traffic in the first control period, the 

Authority directs KIAL to optimizel reduce the operating costs by ensuring efficient 

operations. Further, in case. of any additional requirement with regard to operating cost 

occurs in future, the Authority shall true up in the next control period. 

';;r:r;~~:~~~p· :r';:l:}t~:~::~' ~~~ "'~;'::t(;:n7";~~:jr 
Decision No.3 Regarding OperatU:>h"an'd Mainfenanee expenditure 

3.a.	 The Authority has decided to exclude expenses relating to the staff of CISF. 

3.b.	 The Authority has decided to accept allocation of aeronautical and non

aeronautical expenses in the ratio of 95:05. Further, the Authority shall true-up 

allocation ratio based on study being commissioned on the subject. 

The Authority has decided to con ider the operational ~nd maintenance expenditure as given in 
-·-'·""-·:'t-:\:<,.,;. 

",~; 

Jl?.ose detEtr tibn ~lli~er~nautical tariffs for the first3.c. 

Control Period. 

3.d. The Authority 

actual expel],. 

:':-:.;_'~</::'::; ',\;<-::-0: - ..-", 

0 decides to true u .•~ Operating expenses based 

reputing the fil1;{~OI1, olp~riod. 
on the 
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9.	 REVENUE FROM SERVICES OTHER THAN AERONAUTICAL SERVICES 

9.1.	 KIAL has submitted the forecasts of various components of non-aeronautical revenue 

streams as well as the assumptions underlying the forecast. 

Table 20: Assumptions made by KIAL for each item of Non-Aeronautical Revenue 

Item Assumption 

F&B services Revenue from F&B services has been assumed at 25% of revenue from duty 
free services 
4% of total aeronautical revenue has been assumed as royalty from flight 
catering services. 
Land lease revenue is assumed at RS.5000 per acre per annum for 280 acres of 
land to be leased for flightc;:ltering center, aircraft maintenance, logistics and 
redistribution center and fuel farm. 

"._~~-

Space lease rentalsbasedon.esttmated commercial, retail & hospitality spaces 
that will be provided: The rate is arrived at by benchmarking with other 
operational airports. 
It is assumed that25%ofpa$s~r1gers will opt for car parking slots. Car park rate 
is assumed at RS'!301-Per vehicle as prevailing in the other Kerala airports. An 
annual escalation of8%' is considered. 

Flight catering 
systems 
Land Lease Revenue 

Space Lease Income 

Car Park Income 

Entry Ticket Income Entry tickets to thelerminal area are assumed at the rate of RS.25/- at domestic 
terminal and RS.50/- for international terminal. It is assumed that there will be two 
visitors per passenger and out ofwhich 5% of visitors will enter into the terminal 
building by paying entry ticket fee. 
It is assumed that the duty free activities of the airport will be outsourced. Royalty 
of 25% is assumed on the revenues from duty-free shopping. Revenue from duty 
free shopping~~?~§:.~e~~.~.ssYrn~q.!9i be $35 per passenger for 10% of total 
international pass~n~er~~in a'Year:'An annual escalation of 8% is considered. 

DFS Royalty 

Advertising Income Advertisement income is assumed at a rate of RS.2.5 lakhs per advertisement 
with an annual escalation of 10%. 10 such advertisement boards are considered 
per year. 

9.2.	 Since it is a new airport and there is no confirmed trends on the traffic of passengers and 

ATMs and Non-Aero Revenues, KIAL submits that the Non Aeronautical Revenues 

estimated herein may be trued up based on actuals at the end of the current control period. 

submitted by KIAL are as 9.3.	 Revenue f~1;~\;~%P-A~~8:D.!~i!ii,cal 
shown in Table12;1 beldlwi;:0:

i'i.) 9:'z 
':'~ 

Table 21: Revenue from non-aeronautical services for the first control period as per KIAL (in ~ 
crores) (.N;;;.;};;.. 

~, [1'S~1 ~\!!; I;;!;~~;';:1; 
1.04 
0.67 
0.00 
0.59 
1.20 
0.38 

Particulars 

F&B services 
Flight Catering Services 
Land Lease Revenue 
Space Lease Rental 
Car Park Revenue 
Public Admission Charqes 
Duty Free Shop 
Advertising 
Total 
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FY 20-21 

I:.; 
2.53 3.07 
1.51 1.68 

0.000.00 
1.441.30 

2.93 3.55 
1.130.93 

FY 21-22 FY 22-23 

3.69 4.43 
1.91 2.11 
0.00 0.00 
1.58 1.74 
4.27 5.12 
1.36 1.63 

14.76 17.72 
0.33 0.37 

27.90 33.12 



Authority's Examination 

9.4.	 The Authority noted that land lease revenue, considered as part of non-aeronautical 

revenues, includes revenue from lease of land for aeronautical activities namely, Aircraft 

Maintenance Centre, Logistics and Redistribution Centre and Fuel Farm. Therefore, the 

Authority has proposed to consider such lease rental revenue as revenue from aeronautical 

services. 

9.5.	 Below Table 22 shows Authority's analysis of non-aeronautical revenue per passenger 

(domestic + international) projected for airports at Kochi, Trivandrum and Calicut with KIAL's 

submission: 

Table 22: Airport-wise comparative n()n~aeronautii::alrevenueper passenger for FY18-19 (in t' per 
pax) 

,"', : 

Particulars KIAL 
"", , 

6.46 
6.96 
0.43 
3.66 

, 7.45 
2.36 

25;90 

F&B services 
Flight Caterino Services 
Land Lease Revenue 
Space Lease Rental 
Car Park Revenue 
Public Admission Charges 
Duty Free Shop 
Advertising ~.:J:x.;::·r()1;]&':; 
Total '. ij 'b 53:98" 

I 

9.6.	 Since non aeronautical revenues proposed by KIAL are within the benchmark range in 

comparison to non-aeronautical revenue per passenger at other airports, the Authority has 

proposed to allow such revenues for the current control period. 

Stakeholder comments and the Authority's observations 

Kochi 

" 7.67 
3.18 
9.53 

85.20 
9.70 

:" 11.02 
100.99 

.'" 6.42"
 " "'233.72 

Trivandrum Calicut 

47.78 12.75 
0.00 15.69 

18.54 6.21 
5.85 45.10 

14.37 7.19 
15.38 4.58 
40.65 57.84 

3.72 7.52 
146.28 156.86 

Comments from KIAL. 

9.7. Regarding r 

"The Authority has pr0t:!~ied t8~XP{ud~i(~~~~ rent~(revenue from Aircraft Maintenance 
Centre, Logistics and.,e:~!i~tri: ,.' Cerlt '.' .' ". d FJ;;et~Farm and consider it as part of revenue 
from Aeronautical Se:~i''4j;>,;~r;~\ 

KIAf:. submits that the Authority may uniformly consider this across airports as it was noted 
that this was not a uniform treatment across other airports. KIAL requests the Authority to list 
down the activities and revenues that would be considered as "Aeronautical" and discuss the 
same with stakeholders." 

Comments from FIA 

9.8.	 Regarding non-aeronautical revenues submitted by KIAL, FIA submitted that

"In the garb of truing up, Authority has accepted KIAL's submission on the projections of 
non- aeronautical revenue without co~(;1ucfjiigTfP'Jri~al evaluation or assessing non
aeronautical revenues for similar ~i,rPo~~~~':{orevenue per passenger of similar 

.. "I {v· ...;' ." " 
,,/~i . " IT P' ~-o, ~~ 

i t: ~ 'if)t ::	 ~ 
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airports of same state has been presented but not considered in proposed non aero 
revenue, leading to higher ARR . 

As per proposal 4 of the Consultation Paper, the Authority has accepted the revenue 
projections and basis suggested by KIAL and has proposed that the same would be true up 
on the basis of actuals during second control period. 

As per the above table. the Authority has considered a 20% increase from FY19 onwards on 
the total non-aeronautical revenue. This increase is a combination of the annual escalation 
of 8% (across top 3 non-aero revenue streams), passenger growth % and certain 
assumptions as mentioned in the above table. 

The Authority has considered the land lease revenue for aircraft maintenance centre, 
logistics and redistribution centre and fuel farm as Aeronautical as opposed to KIAL's 
submission, wherein these revenues were submitted as part of the non-aeronautical 
revenues. Accordingly, AuthoritYhas rightlyproposed to treat such revenues as revenue 
from aeronautical services. 

As per clause 5.6.1 of the AERA GuidelInes, the Authority's review of forecast of revenues 
from services other than aeronautical services may include scrutiny of bottom-up projections 
of such revenues prepared bythe Airport Operator, benchmarking of revenue levels, 
commissioning experts to consider where opportunities for such revenues are under
exploited, together with the review of other forecasts for operation and maintenance 
expenditure, traffic and capital investmentplans that have implications for such activities. 

However, review of the Consultation Paperindicated that for the purpose of determining Non 
Aeronautical Revenue, the AuttJority,iather than evaluating non aeronautical revenue in 
detail as per AERA GUidelin~S;)ha$rfJlierJ;lIP()n:ibasisprovided by KIAL." 

-, i; ":.,:> "'-'1 .- 1 ~><~ ":'~"":{ ".",~ '\:;" { 

9.9. Regarding benchmarking of non-aeronautical revenues, FIA submitted that 

"Authority has not appropriate.'y evaluated the benchmarks of Non - Aeronautical. Key heeas 
of Non-Aero revenue per passenger of similar airports are 2x to 25x of KIAL 's corresponding 
revenue. Cross subsidization of Non-Aeronautical revenue constitutes only 2% of ARR in 
KIAL as opposed to approx. 10%-15% for other airports 

As per Para 8.6 of the Consultation Paper, the Authority has stated that "since non

aeronautic~1 revenues sed by ~/AL are.'fithl~,.thebenchmark range in comparison to 
non- aeron' . 'sf;Ielll , r pa~~~'!1~r at q~h~c~(rpO~s,theAuthority has proposed to 

allow such ,,;n~e~ f~r ...• u~re~~,(;qnt~0/e~fiOd:',;H~~jY1r,~s per the comparison done by 
Authority for ndn~aflro'j,auticaJrevenue pefpassengef acroSsdifferent airports for FY19, it 

can be clearly noted thCJ.fKIA~F~a~CJ.s{~,!.{([(;antJy/~t:'er non-aero revenue per passenger at 
INR 53.98 as opposeg' the(j.airport$.'anaj§ nofw~t{Jin the benchmark range of non-aero 
revenues. . 

It is submitted that the comparj;~~~on~ b;~tt~~;i;;l;)not relevant from the point of view of 
keeping a conservative benchmark for the first control period. It is further submitted that 
Authority has not evaluated benchmarks with due care and has accepted a low projection of 
non-aero revenue which has contributed towards the shortfall in ARR. 

In key revenue heads such as duty free shop, space lease rental, land lease revenue and 
advertisement revenue, there is a glaring discrepancy of projections of non-aero revenue per 
passenger as compared to other airports, wherein the non-aero revenue per passenger for 
such airports is 2x (duty free shop) to 25x (space lease rental) of the non-aero revenue per 
passenger for KIAL. It is submitted that AuthgP1~'has,,,aonsidered non-aero revenue per 

passenger within benchmarks Wi~h~ut ~~1~Sf~~\f. 
It was also noted that cross subsldlzati9,n'¢ :-On~~ ~'a for KIAL represents a meagre 

2% of the ARR as opposed to other fr mark.. s w '1)ange from 8% (Tn."vandrUm) 
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to 17% (Cochin). Hence, it is submitted that the Authority by accepting KIAL's submission 
has unduly underestimated the non-aero revenues which has resulted in higher ARR and in 
turn a shortfa/l. 

FIA submits that considering the approach of the Authority for reviewing the non-aero 
revenue is not in line with provision ofAeRA Guidelines, it is therefore submitted that in 
order to assess non-aero revenue, the Authority should have conducted technical evaluation 
and not accepted KIAL's submission "as is", in garb of truing up in subsequent control 
period. 

FIA submits thet for the current control period, highest non-aero revenue per passenger of 
INR 233.71 of Cochin, highlighted in Table 19 of the Consultation Paper to be considered for 
computing non-aero revenue per passenger at the time ofpassing order to reduce ARR & 
minimize shortfa/l. Also, independenftechnical evaluation of non-aero revenue be 
undertaken for true up in the hext control period." 

KIAL's submission on FIA's comments. 

9.10.	 KIAL stated that .~. 

"KIAL has submitted basis for estimating the Non-Aeronautical Revenue. Considering that 
Kannur International Airport is a new airport and considering the uncertain traffic and the 
need for operations to stabili$e, Non-Aeroneutice! Revenues are expected to stabilise and 
improve once the Airport operations arestabili$ed. 

Considering the same, KIAL hes reque$ted the Authority to true up the Non-Aeronautical 
Revenues based on actua/s." 

Authority's examination of KIAL's end FIA's comments and KIAL's submission on FIA's 

comments 

9.11.	 With regard to KIAL's comment on non-aeronautical revenues, the Authority is committed to 

ensuring uniformity in tariff determination across all airports and it shall consider 

reclassification of revenue from lease of land for aeronautical services in upcoming tariff 

reviews. So far as a lis f aeronautical servic is concerned, the Authority shall continue to 

sis!?,inCicpordance with provisions of the 
~0) .\,'i 

review 

9.12. With regard to FIA's comments on non-aeronautical revenues, the Authority, based on its site 

visit, asserts that the lea iSJy!:;';; r development. Since Kannur Airport is 

a Greenfield airport'ClQl!,J~lrdat~;tClI;1,~(jt'iiC and other parameters yet. Further, 

the Authority notes that the non-aeronautical space and its utilization would only increase as 

time elapses. Thus, the Authority has decided to accept KIAL's tariff submissions which are 

in line with the benchmark numbers and shall true up in the next control period, based on 

actual numbers during the first control period. 
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Table 23: Revenue from non-aeronautical services for the first control period as per the Authority 
(in f crores) 

Particulars FY 18-19 FY19-20 FY 20-21 FY 21-22 FY 22-23 

F&B services 1.04 2.53 3.07 3.69 4.43 
Flight Caterino Services 0.64 1.46 1.65 1.86 2.10 
Land Lease Revenue 0.00 0.00 0.00 0.00 0.00 
Space Lease Rental 0.59 1.30 1.44 1.58 1.74 
Car Park Revenue 1.20 2.93 3.55 4.27 5.12 
Public Admission Charqes 0.38 0.93 1.13 1.36 1.63 
Dutv Free Shop 4.17 10.14 12.27 14.76 17.72 
Advertisinq 0.:12 0.28 0.30 0.33 0.37 
Total '\8.16 ,.19.57 23.41 27.85 33.11 

" , 

Decision No.4 Regarding Non Aeronautical Revenues 

4.a. The Authority hasdecided~oconsider lease rental revenue from aircraft 

maintenance center, logistics and redistribution center and fuel farm as revenue 

from aeronautical services, and consequently exclude it from revenue from non 

aeronautical services. 

The Authority has decided to consider the Noil Aeronautical Revenue as given in 

4.b. Table 23 for determination of aeronautical tariffs for the first control period. 

4.c. The Authorlty has decided to true-up the Non Aeronautical Revenue based on 

the actual Non Aeronautical Revenue earned during the first control period. 
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10.	 TAXATION 

10.1.	 Clause 5.5.1 and Clause 5.5.2 of the Airport Guidelines state that: 

"Taxation represents payments by the Airport Operator in respect of corporate tax on 

income from assets/ amenities/ facilities/ services taken into consideration for 

determination ofAggregate Revenue Requirement." 

"The Authority shall review forecast for corporate tax calculation with a view to 

escetiein ifJl~r alia the appropriateness of the allocation and the calculations thereof." 

10.2.	 As per the Airport Guidelines any interest payments, penalty, fines and other such penal 

levies associated with corporate tax, shall not be taken into consideration as expenditure or 

cost. 

10.3. Tax liability during the first control period considered by KIAL is provided in Table 24 below: 

Table 24: Tax liability as per KIAL's submission (infcrores) 

Particulars 

Return on RAB 
Less: Interest on Loan 
Estimated profit 
Tax rate (incl gross up) 

FY 18-19 
, 

FY 19-20 FY 20-21 FY 21-22 FY 22-23 

113;83 246.97 239.02 260.99 281.94 
-61.81 ~122.38 -121.17 -111.67 -100.89 
52.01 124.59 117.85 149.33 181.05 

'2,6.52% 26.52% 26.52% 26.52% 26.52% 
Estimated tax cost <r i (~;;;;~l:l~~{79·.,. '·~·;;;·J·~;;;~3.04 31.25 39.60 48.01 

Authority's Examination 

10.4.	 The Authority has noted that KIAL has calculated corporate tax liability @ 26.52% p.a. on 

return on RAB less interest on loan. Tax should be calculated on Aeronautical profit, 

Aeronautical profits should be derived from revenues expected to be earned (Le. based on 

estimated traffic multiplied by proposed tariff). Further, impact of benefit from unabsorbed tax 

losses and unabsorbY';ae, reciation and bility on net tax liability should also be 

considered 

10.5.	 Accordingly, the Authority has recalculated the net tax liability on KIAL's revised profit from 

aeronautical services ta·gijht(){.{~ceQtlnt t impact of benefit from unabsorbed tax 
:{\, ,;,....... (-;.-.'
 

losses and unabsor . T~i)r >~epicts the net tax liability on profit from 

aeronautical services: 

Table 25: Net tax liability as per the Authority (in f crores) 

Particulars 

Aeronautical revenue 

FY 18-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 

Less: 0 eratin ex enses 
EBIDTA 
Less: Book de reciation 
Less: Interest - RTL 
Less: Bankin and Financin 
Less: Interest on WC Loan 
PBT 
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_______________ -1 -1	 (5.71)I Tax -1 -1_--'----'--' 
Decision No.5 Regarding Taxation 

5.a.	 The Authority has decided to consider tax as given in Table 25. 

5.b.	 The true up amount shall be based on actual tax paid during the first control 

period 
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11. AGGREGATE REVENUE REQUIREMENT 

11.1.	 The Aggregate Revenue Requirement (ARR) computed by KIAL for the first control period is 

as shown in Table 26 below: 

Table 26: ARR and shortfall for the first control period as per KIAL (in f crores) 

Particulars FY 18-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 Total 

Average Regulatory Asset 
Base 901.12 1,955.14 1,892.25 2,066.20 2,231.98 
Weighted Average Cost of 
Capital 13.17% 13.17% 13.17% 13.17% 13.17% 
RAB *WACC 112.74 244.61 236.74 258.50 279.24 
Depreciation 29.79 " 59.74 59.74 75.26 75.26 
Operating Expenses 26.09 75.91 81.67 93.85 102.16 
Tax cost 13.36 ,32:10 30.30 38.55 46.88 
Less: Non-Aero Revenue -2.48 -5.93 -7.07 -8.41 -9.98 
Aggregate Revenue 
Requirement 179.51 ' 406.43 401.39 457.75 493.56 
Aeronautical Revenues -83.99 -188.08 -209.69 -238.06 -263.97 
UDF collections proposed -37.52 -84.50 -94.75 -105.50 -117.25 
Gap to be bridged (shortfall) 58.00 .133.85 96.94 114.19 112.34 515.32 

Authority's Examination 

11.2.	 The Authority has proPos§39"lb.rL!~'~:fat;.:~.t8fger shall be considered as 1 October 2018 for 
calculating discounting fa~ttilrr' ! i~ ;:: ',: :.:' ~ :;~ 

11.3. ARR as per the Authority after considering the above changes is provided in Table 27 below: 

Table 27: ARR and shortfall for the first control period as per the Authority (in ~ crores) 

Particulars FY 18-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 Total 

5.71 

(9.93) 

0.58 

202.81 

51.95 54.61 

59.74 59.74 

(8.36)(7.02)(5.87)(2.45) 

881.08 1,732.30 1,672.56 1,612.82 1,553.07 

13.06% 

Add: Under / (Over) Recovery 
from Previous Control Period 
7 
Less: 30% of non - aeronautical 
revenue [8] as per 

Average RAB [1] as per Table 
11 

Add: Operating expenses [5] as 
er Table 18 

Return on Average RAB [3 
1 * 2 

FRoR 2 as er Table :~ 

Discount Factor 

Add: Depreciation [4] as per 
Table 9 

Add: Taxation [6] as per Table 
25 

Table 23 
ARR [9] = [3] + [4] + [5] + [6] + 
7 - 8 

PV Discounted ARR 10 

313.95 

204.35 

312.94 

180.16 1,037.07 
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-
Aeronautical revenues as per 
Table 32 79.88 182.13 206.29 232.64 262.05 

PV (Discounted aeronautical 
revenues) 75.16 151.53 151.81 151.42 150.86 680.78 

Shortfall 69.24 120.71 84.12 52.93 29~30 356.29 

Decision No.6 Regarding ARR and its resultant shortfall' excess calculations 

6.a. Determinaiton of aeronautical tariffs for the first control period is based on ARR 

and the resultant shortfall shall be considered in next control period. 

6.b. True up of all the building blocks shall be considered in the next control period 
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12. TRAFFIC FORECAST 

12.1.	 As per the Airport Guidelines, the airport operator is required to submit traffic forecasts as 

part of the MYTP submissions. The Airport Guidelines further provide that the Authority 

would reserve the right to review such forecast assumptions, methodologies and processes 

to determine the final forecast to be used for determination of tariffs. The Guidelines further 

state that the Authority will also use forecast correction mechanism if the actual traffic 

happens to fall outside the prescribed bands whilst keeping the upper and lower band 

percentages equal. As part of the tariff determination process, the Authority would require 

Airport Operators to provide proposals for the values of the upper and lower bands, support 

of evidence for the rationale of such bands and will review the operation of the bands and 

determine the final bands for-tarlff.determinatlon. As per the Guidelines (Clause 6.15.2), any 

variation outside these bands would be shared equally between the Airport Operator and 

users. 

12.2.	 Traffic projections submitted by KIAL are based on study conducted by AECOM India Private 

Limited (AECOM). The study is based on' top-down approach for traffic forecast analysis. 

First, traffic forecasts have been made for Kerala based on the historical trend analysis of the 

passenger, air traffic movemerltandcargo traffic for scheduled operations at other 

international airports in Kerala..vlz. Gochin, Galicut and Trivandrurn and use of regression 

technique for forecasting.:t~~~!;r~~~y,IJSQ~f.!!:r~~en been used to arrive at the forecast for 

Kannur International Airport based on assumptions for likely share of Kannur Airport in the 

Kerala aviation market. 

12.3.	 KIAL has informed the Authority that traffic has been projected based on the assumption that 

Kannur Airport shall be included as a point of call for foreign carriers. However till now there 

is no confirmation in this regard. In case Kannur Airport is not accorded point of call for 

foreign airlines, passel)g~r and ATM traffic not reach the projected figures. Since the 

costs and i!rn~F h~fe;~;~en to st:'bas~~ i! '. raff"i~sttmates it is important to have 

reliable tra oI~ctio~s~~ilng t trotp~~iodvi 
;, i,':';~ "j'. ,-,.,-,", ,_, .:<.. ':";"-'.: -'.< 

12.4.	 Based on the above, KIAL ha~;&~q~est~~\t~jt the traffic estimates submitted as part of tariff 

proposals may be tr~\i p b~:7<r2i!~nipl.Uil!ltrj~· in the next control period. Further, the 

projected passenge~:/~A!tr~«i.Q;qIOr:)g~itt'lhth~i~ _ growth rates as considered by KIAL c·' 

is provided in Table 28 and Table 29 below: 

Table 28: Projected annual passenger traffic as per KIAL submission 

.. 

Financial Year Domestic Y-o-Y growth International Y-o-Y growth 
(Domestic) (International) 

FY 18-19* 140,000 1,470,000 
FY 19-20 160,000 1,650,000 12.24% 
FY 20-21 180,000 1,850,000 12.12% 
FY 21-22 200,000 2,060,000 11.35% 
FY 22-23 220,000 2,290,000 11.17% 
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Table 29: Projected annual ATM traffic as per KIAL submission 

Financial Year Domestic Y-o-Y growth 
(Domestic) 

International Y-o~Y growth 
(International) 

FY 18.19* 2015 13372 
FY 19-20 2246 11.46% 14746 10.28% 
FY 20-21 2481 10.46% 16139 9.45% 
FY 21-22 2737 10.32% 17637 9.28% 
FY 22-23 3014 10.12% 19251 9.15% 

*Traffic for FY18-19 has been considered proportionately (i.e. for 6 months) for operational period starting 
from 01.10.2018 

Stakeholder comments and the Authority's observations 

Comments from FIA 

12.5. Regarding traffic, FIA subrnittedthat-. 

"Traffic projections are based on the studyconducted by AECOM on behalf of KIAL. 
Projections have been accepted bythe Authority as is without conducting an independent 
study of its own. Point of call for foreign.carriers has been included without any 
confirmations, however impect of notjncluding the same has not been highlighted. 

As Per Para 11.1 of the ConsultationPaper, in terms of the AERA Guidelines, the airport 
operator is required to submit traffic forecasts as part of the MYTP submissions. The AERA 
Guidelines further provide. (hfiJf,tqff'''''gthor:!tY,W.Ol;lld reserve the right to review such forecast 
assumptions,methodologi~~~kt:/J}rdbes~:e'SttFaetermine the final forecast to be used for 
determination of tariffs 

The Traffic projections submitted by KIAL are based on .study conducted by AECOM India 
Private Limited (AECOM). As per proposal 7 of the Consultation Paper, the Authority has 
proposed to consider KIAL 's submission of projected passenger traffic and true up decision 
shall be based on actual traffic during the first control period. Hence, the Authority has 
accepted the projections on an "as is" basis, without conducting its own independent study. 

As per Para 11.2 of th l]sultation Paper, tl]e<study is based on top-down approach for 

traffic foreca ~~/ys ,.,•• liC fore~a~tS.ihav~;b0'" a1t?'r9r~eralabased on the historical 
trend anal fth~p ;l§~d~e0qiCifr~r/~Tr10~~m,~. ~nd'g~r9'~ traffic for scheduled 
operations at hlir intt/rnati8nfil aiiporls'in iKefa/a, viZ::Cbcflin, Calicut and Trivandrum and 

use of regression techni ue for foreca~t~rg;~he r~~~/ts have then been used to arrive at the 
forecast for Kannur Int .. ti0rO~~~~~(i0r.~f;)~~umptionsfor likely share of Kannur 
Airport in the Kera/a,;r ;?". t. SMcHi~~S~'l?Ptl~qs of aviation market share has not 
been discussed in d¥he''€}onsultationPaper.·· . 

Further, neither AECOM's report on traffic projections has been shared for stakeholder 
consultation nor the year in which such evaluation was done by AECOM has been disclosed 
by the Authority. 

As per Para 11.3 of Consultation Paper, the traffic projections are based on the assumption 
that KIAL is to be included as a point of call for foreign carriers. However, no confirmation 
has been given in this regard. Hence, projected figures may be lower than that expected in 
case KIAL is not included as a point of call for foreign carriers. It is submitted that impact of 
scenario where the KIAL is not included as point of call need to be analysed in detail as it will 
impact ARR and viability of the airpor;t.c6Q.iWjlring.there is significant shortfall in ARR with 
this assumption, which will increas(it(' !'if' rriers are not included. 

, ..../ ~ ,..., ~ 

, . ;\ 
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FIA submits that since the traffic projections are critical in ascertaining the tariffs, Authority 
must appoint an independent consultant to evaluate traffic forecasts submitted by KIAL, 
which is the role of the Authority rather relying on numbers proposed by operator. It is 
submitted that the detailed evaluation/study cannot be avoided in garb of truing up." 

KIAL's submission on FIA's comments 

12.6. KIAL stated that 

"Traffic projections have been made by an independent consultant, which has been 
submitted to the Authority. Considering the new airport, KIAL has requested for the traffic to 
be trued up based on actuals." 

Authority's examination of FIA's comments anqKIAL's submission on FIA's comments 

12.7. With regard to FIA's comrnentsorrtralflcforecasts, the Authority states that since Kannur 

Airport is a Greenfield airport due to which there is lack of actual data, the Authority deems it 

reasonable to go with theprojeetions provided by KIAL which are provided by an 

independent consultant. Thus, the Authority has decided to accept KIAL's traffic submissions 

which are in line with the Authority' expectations, and shall true up in the next control period, 

based on actual numbers during the first control period. 

12.8. Further, the Authority emphasizesthateven with the projected traffic and the proposed rates 

submitted, KIAL does not achieve the net ~RR. Therefore, minor change in the traffic 
~~~;W)f>'(::<:;"Cf'JY"X~"~:;':'Y >~,""::'~f'''>:7'V ;;"}r

forecasts would change thetshcrtfallfor ~,;n:b but will not impact the User charges drastically. 

In this regard, the Authority has decided to accept KIAL's submission. 

12.9. The presented tariff order is based on certain traffic projections and allowing Kannur as a 

port of call foreign Airlines. Traffic figures may be needed to be revised in case Kannur is not 

declared a port of call for foreign airlines or such declaration is delayed. KIAL in such case 

may approach the Authority for revision of tariff. 

submlsston of projected 

projected ATM traffic as given in 

based on 

actual traffic in first control period while determining the tariff for next control 

period. 

7.a. 

". 

7.b. The Authority ;i~fc (ATM and Passenger) 

Decision No.7 
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13. ANNUALTA~FFPROPOSAL 

KIAL via its submission proposed the following tariffs (excluding taxes/levies) for the control period from 

01.04.2018 to 31.03.2023. 

13.1. Landing charges 

Particulars FY 18-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 

International 

Up to 100 MT 426406 448INR/MT 369 387 

36,900 + 38,700 + 40,600 + 42,600 + 44,800 + 
495 in 546 in 573 in 602 in 520 in Above 100 MT 

excess of 
100MT 

excess of excess of excess of excess of INR/IVIT 
100 MT 100 MT 100 MT 100 MT 

Other than international 

Up to 100 MT INR/MT 281 310 325268. 295 

31,000 + 32,500 + 
358 in 

26,800+ 29,500 + .28,100+ 
395 in 415in 436 in 376inAbove 100 MT 

excess of excess of excess of excess of excess of 
INR/MT 100 MT 100 MT 100 MT 

Domestic aircrafts 
100 MT 100MT 

INR/MT 162 170 179179 179 u to 21 MT 
Notes: 

1a. Charges shall be calculated on thfr~~·~i~,~t~q:ear§j~l!rt1i;ff(i.e. 1,000 Kgs) 
1b. A minimum fee of Rs. 2,000/- shall be charged per single landing 
1c.	 For flight operations with Aircraft registered in India, the flightis classified Domestic or International 

based on the immediate previous station, irrespective of the flight number assigned to such flights. 
1d.	 All flight operations with Aircraft not having India as state of registry will be considered International 

for calculation of airside user charges irrespective of immediate previous station. 
1e.	 All domestic legs of international routes flown by Indian Operators will be treated as domestic flights 

as far as landing charges is concerned, irrespective of flight number assigned to such flights 
1f.	 No landing charges shall be payable in respect of a) aircraft with a maximum certified capacity of 

less than 80 seats being oper y domestic sched,jif' operators at airport and b) Helicopters of 
all types. "'I).! !"'iF' ,. 

1g.	 Charges shall be ..... a,ed 0 

1h.	 Flight operating underR~gl~n COffnebtivityseAe'fhe/!WiII be eofhpletelyexempted from landing 
charges from the date the scheme is operationalized by GOI. 

13.2. Housing charges 

Particulars Unit FY 18-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 

Up to 100 MT 12 13 14 15 16INR/hour/MT 

1,200 + 17 1,300 + 18 1,400 + 19 1,500 + 20 1,600 + 21 
Above 100 MT INR/hour/MT in excess in excess in excess in excess in excess 

of 100 MT of 100 MT of 100 MT of 100 IVIT 
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13.3. Parking charges 

Particulars Unit FY 18-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 

Up to 100 MT INR/hour/MT 6.0 6.5 7 7.5 8 

Above 100 MT INR/hour/MT 
600 + 8.0 
in excess 

of 100 MT 

650 + 8.5 
in excess 

of 100 MT 

700 + 9.0 
in excess 

of 100 MT 

750 + 9.5 
in excess 

of 100 MT 

800 + 10.0 
in excess 
of 10 MT 

3a. When an aircraft is parked in the open, only the housing charges specified above shall be levied, 
provided that no parking charges shall be levied for the first two hours. 

3b. For calculating chargeable parking time, part of an hour shall be rounded off to the next hour 
3c. Charges shall be calculated on the basis of nearest MT. 
3d. Charges for each period of parking shall be rounded off to nearest Rupee. 
3e. At the in- contact stands, after free parking, torthe next two hours normal parking charges shall be 

levied. After this period, the charges shall bedpublcJho normal parking charges. 
3f. No landing charges will be levied irirespect ofMilitaryAircraft (Government of India) including para

military forces such as BSF, Coast Guard etc. Military aircrafts as mentioned above are also 
exempted from payment of parking charges. 

13.4. Night parking charges (between 2200 hours to 0600 hours) 

Particulars Unit FY18-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 

Up to 100 MT INR/hour/MT 3 3.5 

350 + 4.5 
.~.... jp.\\~~~~ss 
'.bf<1!00" MT 

4 

400+ 5.0 
in excess 

of 100 MT 

4.5 

450 + 5.5 
in excess 

of 100 MT 

5 

500 + 6.0 
in excess 

of 100 MT 
Above 100 MT INR/hour/MT 

300 +4.0 
"wojD~~Xg~s§ 
\ttDf~1;0dM:r 

13.5. Passenger service fees 

Particulars Unit FY 18-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 

Domestic	 200 200 200 200 I 

Security 130 130 130 130 

Facilitation }O 70 70 

International 5 5 5 

Security 3.25 3.25 3.25 

Facilitation USD/dep/Pt]~ 1.75 1.75 1.75 1.75 
5a.	 PSF SC Rates as determine 'ni$li¥,pfQivil;~" .tion will be made applicable from time 

to time. jill:;!,:)"". "0 •.••. • 

5b. Exemption to Infant (Under ear§'Ya;XTransit ITf§hSfer pa el)gers.
 
5c. Exemption to Airlines from paying PSF for Sky Marshals.
 
5d. Crew on duty exempted from paying PSF.
 
5e. PSF would be based on country of registry of Aircraft, For Indian Registered aircraft, the charges
 

would be in INR and Aircraft registered outside India charges would be in USD. 
5f.	 No landing charges will be levied in respect of Military Aircraft (Government of India) including para

military forces such as BSF, Coast Guard etc. Military aircrafts as mentioned above are also 
exem ted from a ment of arkin char es. 
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13.6. Aerobridge charges 

Particulars Unit FY 18-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 

International 
Sinale Aerobridce used bv an Aircraft 
Up to 90 minutes USD 60 60 60 60 60 
For every 30 min beyond 

USD 20 20 20 20 2090 min 

Two Aerobridges used by an Aircraft 

Up to 90 minutes USD 90 90 90 90 90 
For every 30 min beyond 

USD 30 30 30 30 3090 min ...'. 

Domestic . ,' 
.. ,. 

Up to 90 minutes INR ··f 2,900 '.' 
. 2,500 2,500 2,500 2,500 

For every 30 min beyond 
INR 1,000 1,000 1,000 1,000 1,00090 min 

6a. Aerqbridge charges are payable by Airline Operators to Kannur International Airport Limited 
6b. The Aerobridge charges are payable based on the time of usage. 
6c. Usage charges will be billed on the basis-of the data recorded by the Aerobridge operator. 
6d. The conversion rate for US Dollar shall be the rate as on 1st of every month for the billing for the first 

fortnight and the rate applicable on16th fer-thebilHngfor second fortnight of every month. 
6e. No Exemptions. 

13.7. Inline X ray charges 

Particulars 

International 

FY 20-21 FY 21-22 FY 22-23 

Aircraft ca aclt 
1-100 

101-150 

151-180 

181-300 

Above 300 

Domestic 
Aircraft capacity 

1-100 

101-150 

151-180 

181-300 

Above 300 

INR 

INR 

INR 

INR 

Ii'JR 

·5,000 

,000 

g,OOO 

11,000 

13,000 

13.8. Fuel throughput charges 

Particulars Unit FY 18-19 FY 19-20
 FY 20-21
 FY 21-22
 FY 22-23
 

Fuel throughput charges INR/kl .« 91~;Sa.~f.J;018.62 1,062.75 1,105 1,149 
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13.9. CUTE/CUSS/BRS 

Particulars Unit FY 18-19 I FY 19-20 I FY 20-21 I FY 21-22 I FY 22-23. 

Domestic USD per dep pax 1.15 
1.25International USD per dep pax 

13.10.UDF 

Particulars Unit FY 18-19 I FY 19-20 I FY 20-21 I FY 21-22 I FY 22-23 

Domestic embarking 
passenger INR 250 

International embarking 
passenger INR 1,000 

-: 

Authority's Examination 

13.11.The Authority has observed that there is a shortfall between the ARR and the projected 

aeronautical revenue during the control period and therefore the Authority has proposed to 

accept KIAL's Annual Tariff Proposal as in para 12. 

13.12.Further, the Authority has proposed to conslder 01.10.2018 as the date of implementation of 

the proposed tariff rates 
c '>, 

~:·~,r:r:;:::\_'~:'~r,~,::~o·:~",]'··:';\·,\~'~~"";,t~Jt~~;::tf 
13.13.However, in respect of ATP suBm1tt(~d byKIAL.:, the Authority is of the opinion that PSF (F) 

and Aerobridge charges may be merged with UDF. Further, the Authority also opines that 

except PSF (S) other charges (such as CUTE charges, Aerobridge charges, Inline X ray 

charges) may be expressed in INR. 

Stakeholder comments and the Authority's observations 

Comments from •"~'_"" 

13.14.Regarding "'''''11';.0' 

"The Authority has pro,BQ~ed to,;accep(!.tP~~~ron~~~ical Tariff Proposal submitted by KIAL. 
The Authority has pro,;'" to,itr;u~;UPifl~.~~nue '~g on actuals during the first control 
period. The Authorit¥"J~~fi(itP.~t tlje P~!f .~, ri~(ierobridge charges may be merged 
with UDF. Further, th'e Authorityhasalso opi~ed that :exceptPSF (S) other charges (such as 
CUTE charges, Aerobridge charges, Inline X ray charges) may be expressed in INR. 

KIAL requests the Authority that KIAL shortfall between actual revenues and eligible ARR be 
permitted to be carried forward to the next control period. 

KIAL submits that the charges proposed to be levied by the Airport, considering the views 
expressed by the Authority is as per the revised ATP shared herewith. While Authority has 
opined that Aerobridge charges may be merged with UDF, KIAL requests that Aerobridge 
charge is an avenue of revenue to the Airport, where the existing charges do not 
compensate the eligible revenue require~i~{~f'~hence may be considered separately. 

In order to keep the charges competijAm1ITfCJ ~~: Airlines and Passengers, KIAL 

Management and Boam may app(lJIve c ',> dis ~\ to the tariff submtnedherewith. KIAL 
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requests that the Authority approve for any discounts given by KIAL on the Aeronautical 
charges to be trued up at the time of review and true up of the first control period results. 

KIAL submits that if UDF is charged by KIAL, PSF will be added and merged with UDF and if 
UDF is not charged, PSF will be charged at the rate detailed therein." 

Comments from HPCL 

13.15. Regarding Fuel Throughput Charges submitted by KIAl, HPCl stated that 

"We shall abide by the decision taken by AERA. However, any revision in Fuel Throughput 
Charges should be approved on prospective basis only" 

Comments from fOCL 

13.16. Regarding Fuel Throughput Charqes submitted by KIAl, IOCl stated that

"It is observed that the proposedFuel throughput charge at Kannur Airport is lower than 
another private airport in Kerala"CIAL". However the rates are quite high as compared to 
another nearby airport "Kozhicode (Calicut". Hence, requested to consider this also while 
finalising the Fuel throughput charge at Kannur. 

We also request you to finalize other chargespertaining to ATF handling at Kannur airport so 
that the same can be conveyed to our cusiome: 

Further, we would like to submit thaUhe order ofFuel throughput charges may be released 
only on prospective basis."

,"z·" ""''''''',' '·T' 

Comments from FfA 

13.17. Regarding Annual Tariff Proposal submitted by KIAl, FIA stated that

"FIA submits that in terms of the Consultation Paper and as further clarified in the 
stakeholders consultation meeting dated 4.10.2018, it appears that the tariff card of KIA has 
been adopted or benchmarked largely on the tariff card of the Cochin airport, as KIAL is 
allegedly said to have /JJJ.Qertaken a higher ris!>.•Q(je to (a) first time operations at the 

greenfieldii~t:rp~~rf'Whf pec ~¥J.~fd Ft'I"; tra'4g,\~r9{(le in the initial years and (b) 
intense cOnJl?Jititlon tt. rs, iO the ~tate ,nam€IJ1.,- pochin, Trivandrum, and 

.L~ :.i',~ ,i':_,:' "":C ""',: ,:--" :::"'~ ;- . ... .. 

Calicut. 

FIA submits that, it ca~.;ge se~nJg~t qe~Ait.~the higher tariff benchmarking of tariff done as 
per the Cochiti Airp01/.;lN€re ia Sb9 it ih'fhe ue requirement of KIAL, when 
compared with the ~~§!le~8,te;; 1;:>,;~RR) of KIAL. As per Proposal6.a of 
the Consultation Pap'er, thi3Anty c slt1ered'fhe [J.RR and its resultant shortfall of 
INR 376.58 crores, which represents 26% of the ARR (see table below). FIA further 
understands that such shortfall will be trued up in the next control period which may lead to 
increase in tariffs. 

In this regard, FIA submits that adopting or modelling the tariff of KIA with an existing airport 
like Cochin and further determining the tariff not as per ARR mechanism, is in a breach or an 
action in contravention of the AERA Guidelines. FIA submits that such an approach by the 
Authority wherein the pre -determined tariff (based on Cochin airport) when factored with 
estimated traffic is generating lower revenue as compared to ARR (under the AERA 
Guidelines) and consequently resulting in a shortfall, is flawed and needs to be discarded. 
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(RAB), Fair Rate of Return 011 Equity (FRoR), operating expenditure, aero allocation ratios 
and lower non-aeronautical revenue; which have cumulatively led to a higher ARR. For ego 
as per Para 11.3 of Consultation Paper, the traffic has been projected based on the 
assumption that KIA shall be included as a point of call for foreign carriers. However, as 
there has been no confirmation in this regard, the traffic projections as presently submitted 
by KIAL, are already on the higher side. It is pertinent to note that in case KIA is not declared 
as a point ofcall for foreign carriers, the actual traffic will decrease with respect to the 
projections and the shortfall will widen further. If current shortfall is to be recovered from 
airlines and passengers through increase in tariffs, the rates will be higher than that of other 
comparable airports (Cochin, Trivandrum and Calicut) and hence it is submitted that the 
viability and affordability of the KIA for the airlines and passengers will be significantly 
hampered. 

FIA submits that the Authority should expressly review the measures to contain the 
'shortfall' by adjusting the current building blocks ofARR of KIAL (as discussed in the issues 
mentioned below). It is further submitted that the Authority should not permit benchmarking 
of higher tariff comparable with established airports in the state (like Cochin), as it will impact 
the viability and affordability of the airlines and passengers operatinglflying to KIA" 

KIAL's submission on HPCL's, IOCL's and FIA's comments 

13.18.KIAl in response to HPCl's comment on Fuel Throughput Charges being applied 

prospectively stated that 

"Charges will be applied prospectively after AEf~A Order on Aeronautical charges. " 

13.19.KIAl in response to IOCl,~'~~~~~~ifon<~l~iq:~roU9hPut Charges being high stated that

"KIAL has submitted the Aeronautical charges proposed considering Cochin as benchmark. 
Considering the high RAB due to a new Airport, unlike Calicut Airport, and considering the 
ARR to be recovered by way of charges, the charges have been proposed to recover its 
huge capital investment. The model of Fuel Farm in Kannur Airport is 'Open Access Model' 
unlike Calicut Airport. " 

13.20.KIAl in response to fOel's comment on finalization of other charges pertaining to ATF 

stated that.-, . 'cy' 
es t~\ 

13.21.KIAl in response Throughput Charges being applied 

prospectively stated LU<:ILc . 

"Charges will be applied prospectively after AERA Order on Aeronautical charges." 

13.22.KIAl in response to FIA's comment on Annual Tariff Proposal stated that

"Kannur International Airport is a new Airport being commissioned by KIAL. Considering the 
huge capital investment together with the estimated passenger traffic being lower in the 
initial period of operations, the resultant tariff, if the entire Aggregate Revenue Requirement 
is divided by the estimated traffic would lead to higher computed charges, which as stated by 
FIA also, would impact the viability of KIAL and the affordability. Hence KIAL had proposed 
to keep tariff similar to Cochin Airport. 1)J II in collection is expected to be collected in 
later periods where the passeng7/ir''''\, 1I~q; th&~ to.increase. 

4,?' ~, 
,~ ~,,\ 

I;r ,~ \ 

• Ji5 ~ ~, \ 
i':: .9)
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It is an established practice, as has been also done in certain AAI Airports that the shortfall in 
collection, when it is not possible to be recouped is carried forward for recovery in future." 

Authority's examination of KIAL's, HPCL's, JOCL's and FJA's comments and KIAL's submission 

on HPCL's, toccssna FJA's comments 

13.23.ln response to HPCl & IOCl's concern regarding approval of fuel throughput charges on 

prospective basis, the Authority states that the charges would be approved on prospective 

basis only. 

13.24.ln response to JOCl's comment regarding fuel throughput charges being high, the Authority 

upholds KIAl's view to consider Cochin as a more appropriate benchmark. 

13.25.ln response to IOCl's concernregardir19 finalization of other charges pertaining to ATF, the 

Authority contends that It is In the process ofreviewing the tariff submissions filed by Kannur 

Fuel Farm Pvt. Ltd. and will issue the tariff order separately. 

13.26. With regard	 to FIA's comments on Annual Tariff Proposal, the Authority cannot arbitrarily 

alter the building blocks to bring theARR down. Wherever the cost estimates are found 

higher the Authority has maintained them at reasonable levels. The airports are at liberty to 

fix their tariff. In this case KIAL has opted 'to keep the rates on par with Kochi to be 

competitive and the Authority has accepted the rates. It is noted even at these rates the 

airport will have a significqrn~!;t~~C:!I\i-' In;'H~~:r;:trere is any hardship to the airport which can 

be remedied' by a change in tariff, the airport may approach the Authority for a midterm 

correction and the Authority will consider such a proposal taking into account the 

circumstances that warrant such an intervention during the control period. 

13.27.With regard to KIAl's view to offer discounts to operators, the Authority is of the view that if 

KIAl submits a uniform policy for variable tariff which is open to all operators, then the 

Authority may consider it.i the ATP. 

13.28.The Autho :;:... ed ,~fgl~i1~~tl sJ~f bl~1;~L>~onsiders PSF (F) for domestic 

passengers a :IJIDF'isepa rely. The .A:uthorit s;;t1ecided'to merge PSF (F) with UDF. 

Revised tariff card along,with fllrthgrminOr 9.cmections as per the Authority has been given in 
.;.~ .~\_~,	 '.' . . . '.', '". ,',-"\','-.-.- .,.". _,", " . .... "c-; 

Annexure-1. 
,:, .": 

13.29	 It has been brougll to tH~;n'lce;\6f;lER K hat Government of India vide 
letter no. AV.13011J5J2017-DT (RCS) dated 10.08.2018has permitted the following 
charges to be levied in respect of RCS operations: 

i.	 In line X-Ray charges 

ii.	 Aero bridge charge 

iii.	 Fuel Throughput charges 

iv.	 CUTEJCUSSJBRSJCUPPS 

v. 

vi. 
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Presently, no separate tariff proposal has been received from KIAL requesting the 
charges to be levied for RCS Flight operations. The Authority will issue a separate 
order for RCS Flights after receipt of proposal from KIAL and in consultation with 
Stakeholders. 

Decision No.8 Regarding Annual Tariff Proposal 

s.a. The Authority has decided to merge PSF(F) with UDF. Revised aeronautical 

tariffs along with further minor corrections for the control period 01.04.2018 to 

31.03.2023 has been given in Annexure 1. 

8.b. The Authority has decided to consider date of commencement of operation as 

the date of implementation ofthe decided tariff rates. 

8.c. 
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14.	 REVENUE FROM AERONAUTICAL SERVICES 

14.1.	 As per section 2(a) of the AERA act, aeronautical services include services for Landing, 

Housing or Parking, Ground handling services, services for Cargo facility, and services for 

supplying fuel to the aircraft at an airport. 

Table 30: Assumptions made by KIAL for each item of Aeronautical Revenue 

Item Assumption 

Landing Fee Landing rates have been assumed as per rates mentioned in ATP. An annual 
escalation of 5% is assumed based on escalation in tariff orders of AERA. 

Parking and Housing Parking and housing charges are based on the number of hours the flight is 
Fee parked in airport. Since it is difficult to arrive at standard waiting hours for each 

cate or of fli ht, this has been com uted at 10% of landin char es each. 
PSF Charges Revenue from P~:W(Facilitation)has been assumed at UO per departing 

domestic passenqerand 1.:75 USD per departing international passenger. 
Departing passengers have been assumed as 50% of domestic and international 

roiected assen ertraffic. 
Aerobridge charges Aerobridge charges have been assumed at ~2,500 per domestic ATM and 

~4,200 per international ATM. Aerobridge usage has been assumed at 50% 

X-Ra Fee X-Ra char es have been com uted as er rates mentioned in ATP. 
Fuel Throughput Fuel throughput charge is assumed at 7 kilo liters of fuel supplied per ATM 
Charges (departure). The currentfuel throuqhput observed at Kochi Airport per ATM 

(departure) for FY 11andFY .12 is in the range of 9.5-10 KLI ATM (departure). 
While this is likely to goup further, a conservative estimate has been taken in 
financial model. Fuel throughput charges have been considered at ~976.58 per 
KL for FY18-1a:"wit/jl\anJ9flnLlClll~~G~lation as mentioned in the ATP. 

CUTE/CUSS/BRS CUTEI CUSSl'BRS"will He chargee fiat 1.15 USD per domestic departing 
passenger and 1.25 USD per international departing passenger. 

User Development UDF is assumed in the base case as per the rates approved by KIAL Board - at 
Fee ~250 for domestic & ~1,OOO for International assen ers hasbeen considered. 
Royalty from Cargo Cargo activities of the airport are expected to be outsourced. The infrastructure 

will be constructed by the airport operator and operational activities will be 
outsourced. It is estimated that Rs.2500 per metric tons will be generated by the 
outsourced parties and out of which 20% of which will be collected as royalty to 
the airportQ';M;~tator with an annual ~?alation of 5% per annum. These rates are 
(l1;YJI,ti~J,ied".:~··· ore9.~.~~~:~.. ¥.~ar '~r CClr~!?~r~rric to arrive at the cargo 

..JP.G91,'e. T~~ ha~b~~g ~~tim< 'J ':~sed]fpnya,<erage charge for export, 
~_--;:---;-_-=-_-:--+--:··f.:.:.m~':i-=-0.:,.;t't:-"&ft--set::1ra~:. roentatJrtivqOdnu . ~lr .pre' . 

Royalty from Ground It hasbeen'assum'ed that 40% Of the totafATMs wiWavaH ground handling 
Handling services w~j.I~ comgM~il1g r~~el1~e fro~9round handling services. Royalty to be 

received b¥,rt~.r airRo~!?p~r~tor'J~coq,~t~rred at the rate of 20% of such ground 
handlin teY.~r\ue.!ft'urther,C1n(l!4al esc. • . n of 8% has been considered. 

14.2.	 KIAL has sUbmittedt~:;t'~~:gs~~g~rsJR,ic~:~e~'(Faclitati,On) or PSF (F) forming part of ATP 

shall be merged with UDF in the first control period. Further no UDF shall be charged in case 

PSF (F) is continued to be levied in the first control period. 

Table 31: Projected revenue from aeronautical services as furnished by KIAL for first control 
period (in f crores) 

S.n 
Particulars 

0 

1 Revenue from Landing Charges 
2 Housing Charges 
3 Parking Charges 

FY 18 FY 19 FY 20 FY 21 FY 22
19 20 21 22 23 

40.08 46.07 52.86 60.68 

~ '\ 4.01 4.61 5.29 6.07 

~::.,i4.01 4.61 5.29 6.07 
.;;.. ,
~) I
" 

.~:"' ~ 
'r: J 

...r: , 
.... J 
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S.n 
0 

Particulars FY 18
19 

FY 19
20 

FY 20
21 

FY 21
22 

FY 22
23 

4 Passenger Service Fee -Facilitation 
Component 

4.73 10.67 11.96 13.32 14.80 

5 Aerobridge Charges 0.76 1.69 1.85 2.02 2.21 
6 X-Ray screening 4.14 9.17 10.04 10.98 11.99 
7 Fuel Throughput charges 2.62 6.06 6.93 7.88 8.95 
8 CUTE/CUSS/BRS 3.49 7.86 8.82 9.82 10.90 
9 UDF 37.52 84.50 94.75 105.50 117.25 
10 Cargo and Ground Handling Revenue share 

estimated 
10.00 20.00 20.00 25.00 25.00 

Total 83.99 188.05 209.63 237.95 263.93 

Authority's Examination 

14.3. After careful examination of the various assumptions relating to aeronautical revenues, the 

Authority has proposed to consider revenue from lease of land for Aircraft Maintenance 

Centre, Logistics and Redistribution Centre and Fuel Farm as revenue from aeronautical 

services (as discussed in Decision 4.a. 

14.4. Revenue from	 Aeronautical services as per the Authority after considering the above 

changes is provided in Table 32 below: 

Table 32: Aeronautical revenues as per the~uthority(in,~ crores) 
:';:J(<<ir':~~;:>:frf:T"W-">",':v- >-'V'N"-n:"~'}t@"~<;;':~X:~ 

'; :; '\,"-k'~ 'C o " •••••,.(o.l" 

5.no Particulars FY 18
19 

FY 19
20 

.FY 20
21 

FY 21
22 

FY 22
23 

1 Landing Charges 17.26 46.12 52.95 60.72 I 

2 Parking 1.73 4.61 5.29 6.07 
3 Housing 1.73 4.61 5.29 6.07 
4 Passenger service fee 4.73 11.96 13.32 14.80 
5 Aerobridge charges 0.76 1.85 2.02 2.21 
6 X-Ray charges ,14 10.04 10.98 11.99 
7 Fuel Throughpyt!P!la~ge 6.93 7.88 8.95 
8 CUTE tl\" 

.x 
",' <;: 

y 8.82 9.82 10.90 
9 UDF ~+< 

94.75 105.50 117.25 
10 Cargo and Ground Handling Revenue share 

estimated 13.92 16.46 19.44 22.94 
11 Land Lease Revenue (Aer 0.14 0.14 0.14 0.14 

Total 1';182.13 206.29 232.64 262.05 

Decision No.9 Regarding Aeronautical Revenues 

9.a. The Authority has decided to consider revenue from lease of land for Aircraft 

Maintenance Centre, Logistics and Redistribution Centre and Fuel Farm as 

revenue from aeronautical services. 

9.b. The Authority has decided to consider the Aeronautical Revenue as given in 

Table 32. for determination of aer~~.tariffsfor the first control period. 
~~iTi~, 

s.c.	 The Authority decides to tr ~ <t!' 8(.~~~cal Revenue based on actual 

revenue during the first co eri t';J";¢
i '	 '>'" \
• ~	 ;I. ~ 

f i'	 ~ • 
> J>	 ;;; f
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15. QUALITY OF SERVICE 

15.1. The Authority notes that Kannur International Airport is a newly constructed Airport, hence 

ASQ ratings are not be available. The Authority will review the Quality of Service parameters 

based on the ASQ ratings obtained by KIAL and take action as appropriate the at a later 

stage. 

Order No. 26/2018-19 Page 51 of 60 



16. SUMMARY OF DECISIONS
 

Decision No.1 Regarding RAB
 18 

1.a. The Authority has decided to remove land cost from RAB and consider it subsequently based on
 
decision taken on CP no. 17/2018-19 dated 01.10.2018. 18
 

1.b. The Authority has decided to exclude cost of~490 crores pertaining to cost towards runway
 
extension proposed to be incurred in FY 20-21 as incurrence of such cost is not certain yet. 18
 

1.c. The Authority has tentatively accepted the allocation of assets in to aeronautical and non

aeronautical assets in the ratio 95:5. A detailed study wi! be conduced to determine the actual usage
 
before true up in the next control period. 18
 

1.d. The Authority has decided to consider RABduring the first control period for calculation of ARR as
 
shown in Table 11...... 18
 

1.e. The Authority has decided to true up Average RABahd depreciation based on the actual date of
 
capitalization and actual cost incurred during the current control period. 19
 

Decision No.2 Regarding FRoR ............••.•............•..............................................................22
 

2.a. The Authority has decided to consider the Cost of Equity at 16% p.a. and FRoR at 13.06% p.a. for
 
the first control period. 22
 

2.b. FRoR will be trued up based on actual debt:-equityratio, actual cost of debt and cost of equity 
which will be decided upon after completion of the proposed study on the cost of equity at major airports. 

22
 

Regarding Operatiorl; ailaiMainlenaHce expenditure Decision No.3
 28 

3.a. The Authority has decided to exclude expenses relating to the staff of C/SF. 28
 

3.b. The Authority has decided to accept ellocetion of aeronautical and non-aeronautical expenses in
 
the ratio of 95:05. Further, the Authority shall true-up allocation ratio based on study being commissioned
 
on the subject. 28
 

3.c. The Authority has decided to consider the operational and maintenance expenditure as given in
 
Table 19 for the purpose of determination of aeronautical tariffs for the first Control Period. 28
 

3.d. ~e€/.ion the actual expenditure
 
during the first control p~/;idb. iii
 

" ):i' > 
id 

The Authority a/~qi.;d~.Gi~es tq1ftrue'F,lJp 

Decision No.4 Regarding Non Aeronautical Revenues 33
 

4.a. The Authority has decided tg;te'~Sid~rrt~~~e ~0;t~l.Cev~~~~;tr0m aircraft maintenance center, 
logistics and redistribution center;~hd;f~~1 ~~;~~~s 1~r~n~r. ff.~m;af#£onaUtiCal services and consequently 
exclude it from revenue from nonaeronauitcaTservices.'33 , 

4.b. The Authority has decided to consider the Non Aeronautical Revenue as given in Table 23 for
 
determination of aeronautical tariffs for the first control period. 33
 

4.c. The Authority has decided to true-up the Non Aeronautical Revenue based on the actual Non
 
Aeronautical Revenue earned during the first control period. 33
 

Decision No.5 Regarding Taxation
 35 

5.a. The Authority has decided to consider tax as given in Table 25. 35
 

5.b. The true up amount shall be based on actual ta aid..duringthe first control period 35
 
• • •• ~~-I :onlv.lq, .(,~~ •
 

DeCISion No.6 Regarding ARR and ItS r ~ sho ff'~xcess calculatlons 37
 
0>- m ~'\ 
~ p, n: ~.·I, 

I "'. ~y '. 
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6.a. Determinaiton of aeronautical tariffs for the first control period is based on ARR and the resultant
 
shortfall shall be considered in next control period. 37
 

6.b True up of all the building blocks shall be considered in the next control period
 37 

Decision No.7 Regarding Traffic Forecast ;' 40
 

7.a. The Authority has decided to consider KIAL's submission of projected passenger traffic as given in
 
Table 28 and projected ATM traffic as given in Table 29. 40
 

7.b. The Authority decides to true up the traffic (ATM and Pessenqet) based on actual traffic in first
 
control period while determining the tariff for next control period. 40
 

Decision No.8 Regarding Annual Tariff Proposal
 48 

8.a. The Authority has decided to mergeRSF(F)wit/1UQF. Revised aeronautical tariffs along with 
further minor corrections for the controlperidq01.04.2QJ8 to 31.03.2023 has been given in Annexure 1. 

48
 

8.b. The Authority has decided to consider dal~pfcomfJ)encement of operation as the date of
 
implementation of the decided tariff rates. 48
 

8.c. The Authority has decided to issue a separate order for RCS Flights after receipt ofproposal from
 
KIAL and in consultation with Stakeholders 48
 

Decision No.9 Regarding AeronauticalRevenues 50
 

9.a. The Authority has decided to conskie« tel/eque from lease of land for Aircraft Maintenance Centre,
 
Logistics and Redistribution Centre anqlE;Ufl.1J:~[flJ a§..L(j.':tftfJ(Je from aeronautical services. 50
 

<t<·_~ \;'~(;/t ){"'~ i<~1 "\,JTtj '"{,!~ ~:;:';J 

9.b. The Authority has decided to consider the Aeronautical Revenue as given in Table 32. for
 
determination of aeronautical tariffs for the first control period. 50
 

9.c. The Authority decides to true up the Aeronautical Revenue based on actual revenue during the first
 
control period 50
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17. ORDER 

17.1	 In exercise of power conferred by section 13(1)(a) of the AERA Act, 2008 and based on the 

above decisions, the Authority hereby determines the aeronautical tariffs to be levied at 

Kannur International Airport for the First Control Period from 01.04.2018 to 31.03.2023 

effective from date of commencement of operations. The approved rate card has been 

attached as Annexure 1 to the Order. The UDF rates indicated in the tariff card are also in 

accordance with section 13(1)(b) read with rule 89 of the Aircraft Rules, 1937. The rates 

approved herein are the ceiling rates, exclusive of taxes if any. 

By the Order of and in the Name of the Authority 

~
 
Secretary 

To, 

Kannur International Airport Limited 

T.C. 84/3, (Old: 36/1), Chacka, NH Bypass,
 

Thiruvananthapuram - 695 024
 

(Through Shri V Thulasidas, Managing Director)
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Annexure 1 - Detailed tariff card of KIAL as per the Authority to be applicable from date of this order to 31.03.2023 

Tariffw.eJ commencement of
 
Airport
 

Operations
 Tariffw.eJ 01.04.2019 Tariff w.eJ 01.04.2020 Tariff w.eJ 01.04.2021 Tariff w.eJ 01.04.2022 

Landing charges 

International 

Upto 100 MT INR perMT 448 

Above 100 MT 

369 387 406 I 426 

INR perMT 44800 + 602 in excess of 
::·M1Ft;e,., 

36900 + 495 i.rij!~.x ce.•...•...·.ss of 100 138700 + 520 in excess of 100140600 + 546 in excess of 100142600 + 573 in excess of 
MT MT 100 MT 100 MT
 

Other than international
 

Upto 100 MT
 295 I 310 325 

Above 100 MT 32500 + 436 in excess of 
MT . 100 MT 100 MT 

Charges shall be calc~lated . Charges shall be Charges shall be 
..Ibn the basis ofneaiestMT '. calculated on the basis of calculated on the basis of 

Notes 
. nearestMT (ie. 1000 Kgs. ) nearest MT (ie. 1000 Kgs. 

) 

Arninimum fee of Rs. ~A minimum fee of Rs. 
2.0001- shall be charged pe 20001- shall be charged 

1a .. single landing per single landing 

Domestic aircrafts with an Domestic aircrafts with an 
all up weight of 21 MT and all up weight of 21 MT 
below will be charged and below will be charged 

1b @Rs. 179/- per MT. @Rs. 179/- per MT. 

1 1 

(iEl.1000 Kgs.) 

281 1 

28100 + 376 in excess of 100129500 + 395 in excess of 100131000 + 415 in excess of 
MT . 

A minimum fee of RS,~~~OO!'; Arriinimurn fee ofRs,2000/~ 
shall be charged per ~l'19le . shall be charged per single 
landingcllif landing 

Domestic aircrafts with an all Domestic aircrafts with an all 
up weight of 21 MT and below up weight of 21 MT and 
will be charged @Rs. below will be charged @Rs. 
170/- per MT. 179/- per MT. 

an all 

For flight operations with Aircraft registered in India, the f1ighti~'cla"~sified Domestic or International based on the immediate previous station, irrespective of the flight number assigned to such 
1c lfIights. . 

1d II domestic legs of international routes flown by Indian Operators will be treated as domestic flights as far as landing charges is concemed, irrespective of flight number assigned to such flights. 

No landing charges shall be payable in respect of a) aircraft with a maximum certified capacity of less than 80 seats, being operated by domestic scheduled operators at airport and b) 
1e helicopters of all types. 

161514 

1400 + 19 in excess of 100 11500+ 20 in excess of 10011600 + 21 in excess of 

1312 

1200 + 17 in excess of 100 MTI 1300 + 18 in excess of 100 

Upto 100 MT I INR per hour 
perMT 

Above 100 MT I INR per hour 

~U~jng charges 

1f \Charges shall be calculated on the basis of nearest MT (i.e. 1000 kg) 
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perMT MTMT MT 100 MT 

3 IParking charges 

6.00 7.56.50 7.00 8Upto 100 MT I INR per hour 
perMT 

Above 100 MT I INR per hour 600 + 8.0 in excess of 100 MTI650 + 8.5 'in excess of 100 MTI700 + 9.0 in excess of 100 MTI750 + 9.5 in excess of 100 1800+ 10.0 in excess of 
perMT MT 10 MT 

Note When an airc~~~ i~~parked in When an aircraft is parked in When an aircraft is parked in When an aircraft is parked When an aircraft is 

the open, oql~)lj~'~pouSing the open, only the housing the open, only the housing in the open, only the parked in the open, only 
charges sP~~~~;~bove shall charges specified above shall charges specified above shall housing charges specified the housing charges 
be levied, p¥6vta'~~that no be levied, provided that no be levied, provided that no above shall be levied, specified above shall be 

rking cha'rges shall be parking charges shall be parking charges shall be provided that no parking levied, provided that no 
for the¥nrstt6o~\hours levied for the first two hours levied for the first two hours charges shall be levied for parking charges shall be 

the first two hours levied for the first two 
hours3a 

For calculating charg~i:(ble For calc:ulatingchargeable For,calculating chargeable For calculating 
parking time, part ofa~~ot.!r: parking time, partofanhoOr 8~rkingJime, part of an chargeable parking time, 
shall be rounded offfB;~the ' shallbe roundedofft6the hour;shall be rounded off to part of an hour shall be 
next hour "j;; "next hour the next hour rounded off to the next 

3b hour 

ges 
on the basis of nearest MT. ·,.on the basis of nearestMT. calculated on the basis 0 calculated on the basis' 

3c 

be calculatedlCharges shall be ca,·,;,·~,,',f,',',. u,late,'',C.ha.,'rges shall 'tie~~lculated,I',()hargeS shall be shall be 

;:....A.j/ , nearest MT. of nearest MT.1Char 
s fOr~~liI¢hl:p~'riod of ICharges for each period of Charges for each period of Charges for each period of Charges for each period 

ing ShCil,lbe r,ounded off to parking shall be rounded off parking shall be rounded off parking shall be rounded of parking shall be 
nearest Rupee,,;, to nearest Rupee. to nearest Rupee. off to nearest Rupee. rounded off to nearest 

3d Rupee. 

At the in- c9.9~~~~tands, after At the in- contact stands, after At the in- contact stands, afte At the in- contact stands, At the in- contact stands, 
free parking, 'lor'the next two free parking, for the next two free parking, for the next two after free parking, for the after free parking, for the 
hours normal parking charges hours normal parking charges hours normal parking charges next two hours normal next two hours normal 
shall be levied. After this shall be levied. After this shall be levied. After this parking charges shall be parking charges shall be 
period, the charges shall be period, the charges shall be period, the charges shall be levied. After this period, levied. After this period, 
double the normal parking double the normal parking double the normal parking the charges shall be the charges shall be 
charges charges charges double the normal parking double the normal 

3e charges parking charges 
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No landing charges will be No landing charges will be No landing charges will be No landing charges will be No landing charges will 
levied in respect of Military levied in respect of Military levied in respect of Military levied in respect of Military be levied in 
Aircraft (Government of India) Aircraft (Government of India) Aircraft (Government of India) Aircraft (Government of respect of Military Aircraft 
includinq para-military forces including para-military forces including para-military forces India) including para- (Government of India) 
such as BSF, Coast Guard such as BSF, Coast Guard such as BSF, Coast Guard military forces such as including paramilitary 
etc. Military aircrafts as etc. Military aircrafts as etc. Military aircrafts as BSF, Coast Guard etc. forces such as BSF, 
mentioned above are also mentioned above are also mentioned above are also Military aircrafts as Coast Guard etc. Military 
exempted from payment of exempted from payment of exempted from payment of mentioned above are also aircrafts as mentioned 
parking charge!?" xl parking charges. parking charges. exempted from payment of above are also exempted 

~;Zff;';:;;:~':>' 

4.543.5 

parking charges. 

1I130 I 130 I 130 I 130 I 

from payment of parking 
3f charges. 

Night parking charges (Night parking charg
 
4 Ibetween 2200 hours to 0600 hours)
 

Upto 100 MT I INR per noun 'I'
 5 
perMT
 

Above 100 MT I INR per
 500 + 6.0 in excess of 
perMT 100MT 

5 IPassenger service fees
 

SC IINRperdep<!if i
 130
 
pax
 

Sa IPSF SC Rates as determined/revised by Mini~!fY;'Bf~ivii AVi~,fiBi2 -£?i11;6e made applicable from time to time.
 

5b IThe following categories of persons are exempfElQ);from levY'ofPSF:
 
a. Children (Under age of 2 years) lli'gl'ii 00 

b. Holders of Diplomatic Passport, ""i,!" ';\1 
c. Airlines crew on duty including sky marshals & airline CreW'Qflibpard for the particular flight only (this would not include Dead Head Crew, or ground personnel), 
d. Persons travelling on official duty on aircraft operated by IJ:l.giani~rmed Forces. 
e. Persons travelling on official duty for United Nations Pease Keeping Missions. 
f. TransiU transfer passengers (this exemption may be granted to all the passengers transiting up to 24 hrs "A passenger is treated in transit only if onward travel journey is within 24 hrs from 
arrival into airport and is part of the same ticket, in case 2 separate tickets are issued it would not be treated as transit passenger"). 
g. Passengers departing from the Indian airports due to involuntary re-routing Le. technical problems or weather conditions. 

6 IAerobridge charges
 

International
 

Single Aerobridge used by ani
 
Aircraft 

Upto 90 minutes INR 4440 4440 4440 
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. . 
For every 30 min beyond 90 INR 
min
 

Two Aerobridges used by an
 
Aircraft
 

Upto 90 minutes INR
 

For every 30 min beyond 90
 INR
 
min
 

Domestic 

Upto 90 minutes INR
 

For every 30 min beyond 90
 
min
 INR")~!I~~;!!,,\, 

. Ill!,),,};;;; 
6a Aerobridge charges are payable by Airline Operators to Kan6UI1;J~te'tnational Airport Limited 

6b The Aerobridge charges are payable based;:90iii6'e\.t@e of usage. 

6c Usage charges will be billed on the basis ofj~he ~~t~Eecord~~:~y tl1eAerobridge operator. 
'x6d No Exemptions. 

7 Inline X ray charges ,,,i' I::\.,)!;:: 
International iii''' 
Aircraft capacity 

HOD INR i;
 
101·150
 INR ii:;:;:
 

151-180
 INR·
 

181-300
 INR
 

Above 300
 INR 

Domestic
 

Aircraft capacity
 

1-100
 INR
 

101-150
 INR
 

151-180
 INR
 

181-300
 INR
 

Above 300
 INR 

. . 'liL!l'!o'J, . . 'lfJ, . . 
1480 .1480 1480 1480 

66606660 6660 6660 

2220 2220 2220 2220 

25002500 2500 2500 
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11100 11100 11100 11100 

13320 13320 13320 13320 

16280 16280 16280 16280 

18500 18500 18500 18500 

22200 22200 22200 22200 

5000 5000 5000 5000 

7000 7000 7000~~~ 7000./ 
_ ~"0"~~009000 /:<>.~.... 9000 

11000/<tl'/ 

9000 

11000 11000. "Sf1~0 
13000 130001300p7f I \~l!9~ 
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8 IFuel throughput royalty INR per kl 976.58 1018.62 1062.75 11C5 ·1149 

9ICUTE/CUSSIBRS 

Domestic INR per dep 85.1 85.185.1 85.1 85.1 
pax 

International INR perdep 92.5 92.5 92.5 92.5 92.5 
pax 

10 \UDF 

Domestic embarking INR 320 320 320 320 
passenger 

International embarking INR 1070 1070 1070 1070 
passenger 

10alThe following categories of persons are exe~R~~?'ffgm levy of UDF: 
a. Children (Under age of 2 years)~" C "'" . 
b. Holders of Diplomatic Passport, '< ''': t" 
c. Airlines crew on duty including sky marsh~I~~~ir.line crevi~f),g~ard for the particular flight only (ttliS1would not include DeadHead Crew, orground personnel), 
d. Persons travelling on official duty on airc~ft;qper~~ed by ;In~j~~~rmed Forces. '. 
e. Persons travelling on official duty for Unite?;;~~tig~s Pea~~Keeping Missions.,,,; 
f. Transit! transfer passengers (this exemPti~l;lma~;;l1ie gran~~~~~~Ut~~e passengers transiting up to 2~ihrs "'Apassenger is treated in transitonly if onward travel joumey is within 24 hrs from 
arrival into airport and is part of the same tiGJ<~}iincase 2 s~P~~~f~'ti~ets are issued it would not b~:{r~ated as transit passenger"). 
g. Passengers departing from the Indian airpo~S;'g!J,E:tto invoIQnt~r¥ r~routing i.e. technical problems or weather conditions. 

11 IGeneral Condition ;.;.",.';,'.;;.;p 

11aIFlight operating under Regional Connectivity"Scheme will pted from all charges as per order No. 20/2016-17 dated 31.03.2017 of the Authority from the date the scheme is
 
operationalized by GOI except the following charges as sp MoCA letter No. AV.13011/5/2017-DT(RCS) dated 10.08.2018.
 

i. In line X-Ray charges 
ii. Aero bridge charge 
iii. Fuel Throughput charges 
iv. CUTE/CUSS/BRS/CUPPS 
v. Self-Baggage Drop in charges 

'4 
~ 

A>-

ffft 
~ 
o ~l 

vi. Ground Handling charges - Not chargeable if SAO has its own ground handling, otherwise, chargeable. 

11blAII the airport charges and fee are subject to service tax (and cess thereon)/GST as per the applicabl 
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