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1. Introduction

1.1 Devi Ahilya Bai Holkar Airport (DABH), located in the city of Indore is
the 22™ busiest airport in India by passenger traffic, aircraft
movement and cargo handled.

1.2 Technical and terminal building details of Indore Airport are provided in
the table below:

Table 1: Technical deta.'!s'iand Term.'na! building details

I

Techﬂ‘ic‘lﬂ Detal:l 'of‘ &WBIA

Details
729.63 acres
25/07 & 2754 meters

Particulars
Total airport area
Runway orientation and length .

No. of taxi tracks 6
No. of apron bays 11
Operational hours 24 hours

f

“plus international)
Details
16,229 sg. meters

Terminal building d taﬂs
Particulars I
Terminal building area

Immigration counters 4- departure
=1L 1971 10-arrival
Customs counters G L L 2- departure
2-arrival
Departure conveyors 1
Arrival conveyors 3
Peak hour passenger capacity 500 (Departure)
) 300 (Arrival)
No. of check-in counters._. _ 16
Total area of car_park|r=Lg _ . "% 1800 sq meters

1.3 In the ﬂnan@lal year endmg March 31 20L6 Indore Airport crossed
annual passenger throughput of 1.5 million to become a Major Airport,
as defined in Section 2(i) of Alrports Economic Regulatory Authority of
India (AERA, the Authorlty) Aﬁ:t Ac%cor ngly, staring from financial
year 2016-17, '_"r‘onautlcal services at the

airport is to be undertaken: by’ tHé Adth&;rify "

1.4 AAI had accordingly submitted its Multi-Year Tariff Proposal dated
19/09/2018 to the Authority for determination of aeronautical tariffs
for the 1% control period.

The Authority had conducted a detailed review of the Multi-Year Tariff

Proposal submitted by AAI. The Authority’s proposals regarding the
*‘ same were placed for stakeholder consultations by way of Consultation
! 3‘ «F.Paper No. 27/2018-19 dated 14" January, 2019.

: j;‘.-*',a" A meeting with the stakeholders for inviting responses on the proposed
e e / - decisions taken by the Authority was held on 07/02/2019.
N 7=hmr_\_'j‘f.‘.r

e,
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1.7 This Order of the Authority takes into account the proposals of AAI,
views expressed by stakeholders in the meeting, the written
submissions received from the stakeholders and examination by the
Authority with reference to its guidelines for airport operators.

TEE S9d

CIRGRCIACR: &
AERA
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2. Summary of stakeholders’ comments

2.1 In response to Consultation Paper No. 27/2018-19 dated 14/01/2019,
the Authority received several responses from stakeholders, which
were uploaded on.the website of the Authority vide Public Notice No.
37/2018-19 dated 13/02/2019 for information of all the concerned
stakeholders. The Authority received comments on the Consultation
Paper No. 27/2018-19 from FIA and a summary of comments is
presented below, v

Table 2: §
S. No. B _
e Shortfall m’AR o‘mﬁensate with UDF
i ¢ Revenue Fﬁo Navlgaflon Services and Cargo Services not
' included irn
5 e Tariff ra
‘ e Increas growth rate N
B e Trafficp ssenger and air traffic movement
i » Independent study foraero / non aero allocation
: *__Allocatiop ratios used - x
« Status of RAB additions
5 e AUCC minutes not provided
| e Deferment of aprons to FY2021
e Useful life of terminals - 30/60 years
6 » Useful life of solar power plant - 25 years
' o " Defer capitalization of aprons
+ Allocation ratios for depreciation
- * Detailgd component levei breakdown of opening RAB and
' oo adﬁitrons S _
8 '« Reasonablepess of Operaﬁi'ng exp‘endltjure
) "o Bifurcation of‘expenditiire intoraéro and:non-aero
9 . Conserva_t!ve view for non-aeronautical revenue
' e Decline in revenue from T.R. Stall in FY21
10. * Catry forward of losses to b Mlowed from before FY17 |
11 . Reyahuesrfrom ﬂiNS”Qnd Cargo ‘Operations not considered
i i aéronauncal reventes/ a
12. « CUTE charges not mentioned in 'CP27 for review
13. »__Consideration for Single till method in calculating ARR

2.2 The Authority has carefully considered the comments made by
stakeholders (produced as-is in this Order). The position of the
Authority in its Consultation Paper No. 27/2018-19, issue-wise
comments of the stakeholders on the Consultation Paper, the response
from AAI thereon, Authority’s examination, and its decisions are given
in the relevant sections of this Order.
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3. Methodology for tariff determination

3.1 The Authority, vide its Order No. 13/2010-11 dated 12/01/2011
(“Airport Order”) and Direction No. 5/2010-11 dated 28/02/2011
(“Airport Guidelines”), had issued guidelines to determine tariffs at
major airports based on Single Till mechanism. Subsequently, the
Authority has amended guidelines vide its Order No. 14, 2016-17
dated 12/01/2017 to determine the future tariffs using Hybrid Till.

Y

3.2 The 1% control period for tl:l"' p;@rt has been decided as FY 2018-19
till FY 2022-23. Howe\fsa c*.uﬂStdéi‘ﬁig that the airport came under the
definition of a major air;;m‘ 'T..'_JFY 2016 17, the Authority decided to
include FY 2016-17 and FY 201 : 8_under its regulatory ambit and
accordingly consider the: sﬁ rbfal‘l/surplus of these two financial years
towards determination of! aéroﬁw’c;tzal tariff for the 1% control period.
The tariff determination proqess sKJQn$IStS of determination of regulatory
building blocks for the 19F_control period under Hybrid Till.

pe aﬁt (ARR) under the regulatory
calculk tééd as under:

3.3 The Aggregate Reveniﬁ&
framework of the Authorlty ISt

\l}w : ‘-'N'{ ?\.i

ARR; = (FROR x RAB,) + Dy + O¢ + T, - a X NAR;
Where,

3.3.1 tis the tariff year in the control per:od rangmg from1lto5

3.3.2 ARR;is the, Aggregat Revenue Requirement for.tariff year t

3.3.3 FROR is the Fait Rate/of Return for the cohtrolipenod

3.3.4 RAB, is the Aeromautical Regulatory“Asset Base for tariff year t

3.3.5 Dy is the Depreciation corresponding to the Regulatory Asset Base for
tariff year t e

3.3.6 O is the Aeronautlcal Operatfon and Malhtenance expenditure for the
tariff year t i

3.3.7 Tiis the aeronau‘l:l’cal t‘a’xa’tion expense for the tariff year t

3.3.8 a is the cross subsidy factor for revenue from services other than
aeronautical services. Under the Hybrid Till methodology followed by
the Authority, @ = 30%.

3.3.9 NAR; is the Non-Aeronautical Revenue in tariff year t.

3.4 Based on ARR, Yield per passenger (Y) is calculated as per the formula
given below:

Zr —1 PV(ARRy)
Y. vEE

Yield per passenger (Y) =
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Where,

3.4.1 PV (ARR;) is the Present Value of ARR for all the tariff years. All cash
flows are assumed to occur at the end of the year. Further, the date
considered by the Authority for discounting of cash flows is one year
from the start of the control period, i.e., 1% April, 2019,

3.4.2 VE, is the passenger traffic in year t.

3.5  Further, shortfall/surplus of FY 2016-17 and FY 2017-18 is adjusted for
time value of money and, addé ito the ARR as computed above. For
this purpose, ARR for FY 2916—&’ aﬁb FY 2017-18 is computed in a
manner similar to pata 3,3 This" Z&RR was compared with actual
aeronautical revenues of the airport for these two financial years. The
future value of this shortfaWsurplus is added to the ARR computed for
the control period.

Stakeholder comments

3.6 Federation of Indian Airli
)
Authority ought to fol
Aeronautical Tariff ' =
e [ A

FIA submits that as per para 2 1 of the Consultation Paper, it is stated
that The Authority, vide its Order No. 13/2010-11 dated 12/01/2011
(“"Airport Order”) and Direction No. 5/2010-11 dated 28/02/2011
(“Airport Guidelines”), had issued guidelines to determine tariffs at
major airports based on Single Till mechanism. Subsequently, the
Authority has amended guidelines vide its Order No. 14, 2016-17 dated
12/01/2017 to determine the futupe™tariffs using Hybrid Till. FIA
submits that &s'per pm‘a 2.2"ofithe Constiltation Paper, it is stated that
the Authority shall eiétermlne t:ariffs for'Indore Airport using the Hybrid
Till model. It'is to be noted that FIA has from time to time, advocated
the application of a Single Till model across the airports in India. FIA
submits that Slngle TI|| |s premfsed on the following legal framework
being: _ ——

a) Section 13(1)’(‘6)(\/'-5 *-cj'F-"}@é‘-E—RA 'Act -ei‘-\-\"fisag'tés that while determining
tariff for aeronautical services, the Authority shall take into
consideration revenue received from services other than the
aeronautical services.

b) Clause 4.2 of AERA Guidelines recognizes Single Till approach which
sets out the following components on the basis of which ARR will be
calculated:-

i.  Fair Rate of Return applied to the Regulatory Asset Base
ii.  Operation &Maintenance Expenditure
iii.  Depreciation
iv. Taxation
v. Revenues from services other than aeronautical services

Order no. 45/2018-19 9



c) It is submitted that determination of aeronautical tariff warrants a
comprehensive evaluation of the economic model and realities of
the airport - both capital and revenue elements. AERA’s approach
of Hybrid Till for Indore Airport deserves to be discarded.

d) In the Single Till Order, Authority has strongly made a case in favor
of the determination of tariff on the basis of ‘Single Till’. It is
noteworthy that the Authority in its inter alia Single Till Order has:

i. Comprehensively evaluated the economic model and realities
of the airport - bobh camtal and revenue elements,

ii. Taken into actaunt the Iéglslatlve Intent behind Section
13(1)(a)(v) dfthe AE;RA A(;t.

iii. Concluded that the Single ' ?lll is the most appropriate for the
economic regulation of m

a'Jor airports in India.

iv.  The criteria for | deztertmmhg tariff after taking into account
standards followed by several international airports (United
Kingdom, Aust;raﬂla, Ireland and South Africa) and prescribed .

by ICAO. [ i_

v. The Authority Zin its AERA Guidelines (Clause 4.3) has
followed the Single Till approach while laying down the
procedure for ‘détermination’ of ARR for Regulated Services.
In this respect, the matter must be dealt with by the
Authority considering the ratio pronounced by the
Constitutional Bench in the Hon’ble Supreme Court Judgment
in PTC vs. CERC reported as (2010) 4 SCC 603 (please ref:
Paragraph Nos. 58 to 64 at Page Nos. 639 to 641) wherein it
is  specifically stated that regulation under a
enactmerit/statute, as a fpart, of regulatory framework,
intervenes and even overrides-the exlstm;g contracts between
the regulated entitles inasmuch. ag it casts a statutory
obligation on the regulated entities to align thelr existing and
future contracts with the said regulatlons

vi.  The fundamental reasoamg behind ‘Single Till" approach is
that if the comsumers,{passengers are offered cheaper air-
fares on account ‘of lower alrport' charges, the volume of
passengers is bound to increase leading to more foot-fall and
probability of higher non-aeronautical revenue. The benefit of
such non aeronautical revenue should be passed on to
consumers/passengers and that can be assured only by way
of lower aeronautical charges. It is a productive chain
reaction which needs to be taken into account by the
Authority.

e;);, FIA therefore submits as under:

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

Order no. 45/2018-19 10



PPP model and in spite of the concession agreements as the
same is mandated by the statute.

ii. Single Till is in the public Interest and will not 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.

iil. MoCAs view(s) W|th respect to any issue at best can be

bmdmg to Authorltys .gxercise of determination of
aeronautical tariﬁf as is admit:ted by MoCA itself before the
AERAAT. : .

In view of the above, it is submitted without prejudice that
determination of aerongutlca] t,amff on Hybrid Till basis for the First
control period would sét the tane and precedent for determination
of aeronautical tariff jin subsequeht control periods contrary to the
applicable legal framework. Thus, it is submitted that Authority
should discard the option ‘'of '-tdefjermmatlon of aeronautical tariff on
Hybrid Till and follow Slngle T _-__sfcf'tlpulously

Authority’s examination of sta\kéhollde'chomments

3.7 The Authority has noted the comments from FIA regarding the
regulatory Till applicable for the airport. The Authority has decided to
adopt Hybrid Till as per the revised guidelines issued vide its Order No.
14, 2016-17 dated 12 January 2017.

3.8 The Authorty has providéd 'detailed: reasonig and adequately
responded to the stakeholders’ comments on the adoption of Hybrid
Till in its Order No. 14, 2016-17 and passed the following order:

(i) The Authority will in futUre determine the tariffs of major airports
under “Hybrid Till" whereifi 30% of non-aeronautical revenues will
be used to cross-subsidize aeronautical charges. Accordingly, to
that extent the airport operator guideline of the Authority shall be
amended. The provisions of the Guidelines issued by the Authority,
other than regulatory Till, shall remain the same.

i (ii)In case of Delhi and Mumbai airports, tariff will continue to be
«—ﬁ '::-\ determined as per the SSA entered into between Government of
India and the respective airport operators at Delhi and Mumbai.

view of above, the Authority decides to determine aeronautical
J:jlrlffs at Indore Airport for the first control period on Hybrid Till basis.

..‘;':’I ? B 3
"\ 01 hrmy ;\\“(‘ /
-"-F.'-—..
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Decision No. 1: Regarding methodology for Tariff Determination

1.a. The Authority decides to determine acronautical tarlffs at Indore
Airport for the first control period on Hybrid Till basis.

Order no. 45/2018-19

12



4. Multi-Year Tariff Proposal of Indore Airport

4.1 AAI made submissions dated 19/09/2018 to the Authority for
determination of tariffs for the 1% control period (1/4/18 to 31/3/23)
on the basis of Hybrid Till.

4.2 AAI provides Air Navigation Services (ANS) in addition to landing,
parking and other aeronautical services at Indore Airport. AAI has
submitted that the tariff proposal does not consider revenues,
expenditure and assets..en sdccodnt-of ANS. This consultation paper
discusses the determmatlcm of tar’rfﬁs for aeronautical services at the
airport excluding ANS.

4.3 AAI has further subm|tteti that ‘all cargo operations have been
transferred to AAI Cargo! Lagistics and Allied Services (AAICLAS), its
wholly owned subsidiary ‘and: the ‘tariff proposal does not consider
revenues, expenditure and assetﬁs .0n.account of cargo operations. This
consultation paper dhstUSSes the determination of tariffs for
aeronautical services at/ the alrpfort exUIJudlng cargo operations.

4,4 AAI has informed that accounts of AAI are audited by C&AG of India as
mandated by the AAI Act. The 'C&AG's resident audit party audits the
financial records and statements of AAI airports, regional and field
offices. However, the C&AG issues the final audit certificate for the AAI
as a whole and only trial balance is available for Indore Airport. The
Authority has utilized these documents as submitted by AAI for
determination of tarlffs

Stakeholder co*rﬁrﬁ'efhts :
4.5 Federation of Indian Airlines (FIA):

Revenues from air navigation system (ANS) and cargo
operations have not been considered in aeronautical revenues,
thus increasing the shortfall.

FIA submits that as per para 3.2 & 3.3 of Consultation paper 27/2018-
19, we understand that tariff proposal submitted by AAI did not
consider revenues, expenses & assets related to air navigation services
provided by AAI and cargo services provided by AAI Cargo Logistics
and Allied Services (AAICLAS), a wholly owned subsidiary of AAL

FIA submits that as per section 2 of AERA Act, 2008, under sub-section
. (@), “aeronautical services means any services provided-

(i)For navigation, surveillance and supportive communication
thereto for air traffic management

(iv)For ground handling services relating to aircraft, passengers and
cargo at an airport

(v)For the cargo facility at an airport”

Order no. 45/2018-19 13



Considering the above provisions, revenue from both services (ANS &
cargo services) should form part of aeronautical revenues and
accordingly Authority should take into account of the corresponding
revenue and revise tariff card accordingly. As highlighted in Para 57 of
DIAL TDSAT judgment, “..Even if DIAL engages in providing an
Aeronautical Service through its servants or agents, in essence the
service must be deemed to be one provided by DIAL".

Hence applying the same principle In Indore airport, cargo operations
which have been transferred to AAI Cargo Logistics and Allied Services
(AAICLAS), services will-deemed \to-be provided by AAI. Therefore,
revenue from cargo SeﬁVJCES shduld“ be considered for determining
tariff for first control penq;;l : '

FIA submits that Authority should consider the revenue from air
navigation services and cargo. sewicas while determining tariff for first
control period & propose a new tariff card accordingly.

Authority’s examination of stajteholcler comments

4.6 The Authority has notﬁe t;he""’ammgnts of FIA regarding ANS and
AAICLAS operations, i :

4.7 The Authority carries ouf séparate ‘exercise for tariff determination of
ground handling service providers and cargo handling service
providers. Therefore, any expenses, revenues, and assets for the same
should not be considered in determination of aeronautical tariffs for the
airport operations.

4.8 For ANS, the tariffs.are determined by.MoCA. Because it is a separate
exercise, whichsconsiders ANS: specific-assets;.expenses and revenues,
these should not be considered in detefmination of aeronautical tariffs
for the airport 8perations. The “Authority, ‘however, recognizes that
monies earned by AAI from AAICLAS for transfer of cargo business at
Indore Airport should be-accounted. for im the current Order and has
dlscussed the same in 17. 8.below.

4.9  The Authority, hé'nce, decides not to consider the ANS Revenues, costs
and investments for the present. The Cargo revenues earned by AAI
from AAICLAS for doing cargo business at Indore Airport have been
considered by the Authority.

Decision No. 2: Regarding consideration of ANS and AAICLAS
operations

,/m'}g The Authority decides to not consider the assets, expenses and
/5 “y\revenues pertaining to ANS and AAICLAS operations for the purposes
2 &f aeronautical tariff determination of Indore Airport except for monies
}% rned by AAI from AAICLAS for transfer of cargo business at Indore
rport.

45/2018-19 14
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5. Traffic forecast

5.1 The historical traffic at the Indore airport has been shown in the table
below.
Table 3: Historical passenger and ATM traffic at Indore Airport
Year Domestic International Domestic International
passengers _passengers ATM ATM
2007-08 5,48,711 P ¢ - 10,119 -
2008-09 5,99,0097 D -0t - 13,179 :
2009-10 7,01,423(), BV - 11,577 -
2010-11 8,77,479 |1l B - 11,726 =
2011-12 11,10,645 i i - 13,663 -
2012-13 10,79,548 | 1 [ YT | - 13,798 .
2013-14 11,09,959 | J A Y Vi - 13,749 .
2014-15 13,50,499 [ /0 b/ - 14,342 -
2015-16 16,89,9864f " ¥ - 14,836
2016-17 17,82,585)| ... B 14,374 :
2017-18 22,66,389 : - 18,668 -
Past 10 years 15.2% | ~“ NA 6.3% NA
CAGR A i
Past 5 years 16% NA 6.2% NA
CAGR
5.2 The traffic growth rates as submitted by AAI for the 1* control period
are as follows:
Table 4. g?‘rgfﬂq;growm rét?es proposed by -.é'_?\'}:_asigper initial-submission
vear | . Passenger _ ' __ATM
' Domestic | International | Combined | Domestic | International | Combined
Growth rates_
2018-19 10% . NA | C10% | . 8% NA 8%
2019-20 10% NA 10% |- 8% NA 8%
2020-21 10% NAT 10%. | 8% NA 8%
2021-22 10% NA 10% 8% NA 8% |
2022-23 8% NA 8% 7% NA 7% |
Traffic |
1 2018-19 | 2,493,028 - | 2,493,028 20,161 - 20,161 |
2019-20 | 2,742,331 - | 2,742,331 21,774 - 21,774
2020-21 | 3,016,564 -| 3,016,564 23,516 2 23,516
2021-22 | 3,318,220 - | 3,318,220 25,398 - 25,398
3,583,678 -| 3,583,678 27,175 - 27,175 |

\ "G\ »
\\ < ‘r\ T "“@Tiéé}

N = e
e Sttlatory {‘:(;,/

S "
S

AAI submitted that the passenger traffic and aircraft movement
projections are based on past trends, econometric and regression
analysis, and various economic factors including policy framework.
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Authority’s Examination at Consultation Stage:

5.4 The Authority has duly examined the submissions from AAIL. As part of
its examination of AAI's forecast of traffic at Indore Airport, the
Authority calculated Compounded Annual Growth Rate, or CAGR, for
passenger traffic and ATM from FY 2007-08 to FY 2017-18 (10 year
CAGR) and FY 2012-13 to FY 2017-18 (5 year CAGR). The details have
been provided in the table beIOW'

Table 5: Comparison of traffic growi'h rates as per AAI s submission and actual CAGR

Particulars Growth rates as peq_AM 4 PE iﬂ year CAGR 5 year CAGR
Passengers: £ PO A
Domestic 10% (except for 8% iniyéalr B AN _15.2% 16%
International NA U TR W PNA NA

R Y IEITiE
ATM: AN :
Domestic 8% (except for 7% in Je%?&) 3 e 6.2%
International NA il Sl (250821 NA

9.9 The Authorlty observed tjja; t%‘Le traff:c grew from 5.48 Iakh passengers
CAGR of 15.2%. The traffic in FY 2012-13 was 10. 79 lakh passengers,
which grew at a CAGR of 16% up to FY 2017-18 (5 year CAGR). The
Authority has noted the spurt in traffic in the recent past, which causes
CAGR for 5 year period to be higher than that for 10 year period. Given
this high growth of air traffic in India in the recent years, the Authority
is of the view that 1@ year CAGR provides more realistic traffic growth
rates for future prpjeeﬂens of domes’ﬁlc ‘passenger traffic. AAl's
proposed domestic passenger growth ‘rate is:significantly lower than
the 10 year CAGR and the Authority thus proposed a change in the
same from 10% to 15%. For the last year, AAI has proposed a
reduction in growth rate, from| 10% to 8%. However, to ensure that
CAGR based projections are held constant for the continuity of the
control period, the AutHority. has proposed to project the last year's
growth rate at 15%, similar to the first four years.

5.6 ATM traffic grew from 10,119 movements in FY 2007-08 to 18,668
movements in FY 2017-18, |leading to a 10 year CAGR of 6.3%. ATM
traffic in FY 2012-13 was 13,798, which grew at a CAGR of 6.2% up to

Fy 2017-18 (5 year CAGR). For domestic ATMs, AAI submitted that

trends in passengers to aircraft movement ratios combined with the

load factors were considered. AAI's proposed domestic passenger
rowth rate is close to 5 and 10 year CAGR. Therefore, the Authority
oes not propose a change in the same, except for last year’s

rojections, which the Authority proposed to change from 7% to 8%.
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5.7 There have been no international operations at Indore airport. While
there have been a few news reports on airlines expressing interest to
start a few international operations at the airport, the Authority did not
find any evidence to support a concrete projection in this regard.
Therefore, the Authority does not project any international traffic -
during the 1% control period. However, in case any international
operations begin during the 1% control period, AAI may charge the
domestic tariff for international passengers and come up with proposal
for differential tariff at a later date.

5.8 The traffic growth rates‘and: 'Ehé"é,oi‘rﬁsponding traffic for passengers

and ATM as considered by the. Autherity for the 1% control period have
been given in the table belaw

Table 6: Traffic forecast as COns;‘dé.;re'd fby bihe;' Authority — Consultation Paper |

Visar Passenger | . | .\ ATM
Domestlc—| Internatlonal 1 Cpmbmad Domestic ] International | Combined
Grgwﬁh rat_es
2018-19 15% NA ik i 8% NA 8%
2019-20 15% NAHEE "-'“1;5-'-073' 8% NA 8%
2020-21 15% NAT o 5% 8% NA 8%
2021-22 15% NA| 15% | 8% NA 8% |
2022-23 15% NA 15% 8% NA 8% |
. Traffic |
[ 2018-19 | 2,606,347 -| 2,606,347 20,161 - 20,161 |
1 2019-20 | 2,997,299 - | 2,997,299 21,774 - 21,774
1 2020-21 | 3,446,894 - | 3,446,894 23,516 - 23,516
1 2021-22 | 3,963,929 - | 3,963,929/ . 25,398 - 25,398 |
| 2022-23 | 4,558,518 - | 4,558,518 [ 27,429 : 27,429 |

5.9 The Authority proposes to true-up the traffic as per actual growth
achieved during the.1* contrel peried at the time of determination of
tariff for the 2" control perlod

The Authority had proposed the following regarding traffic forecast

e The Authority proposed to consider the ATM and passenger traffic for
the 1st Control Period for Indore Airport as per Table 6.

e The Authority proposed to true-up the traffic volume (ATM and
passengers) on the basis of actual traffic in 1st control period while

determining tariffs for the 2nd control period.

Stakeholder comments

5.10 Federation of Indian Airlines (FIA):

Order no. 45/2018-19
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Traffic projections provided by AAI has been accepted by
authority except in case of domestic passenger and has not
conducted independent study of its own. Growth rate
projections for domestic traffic and ATM are lower than the
historical 5-year CAGR

FIA submits that for traffic projections at Indore Airport, the Authority
has considered historical passenger & ATM traffic from FYO8 to FY18
from AAI traffic news and its projections for the first control period. FIA
has observed that the Authority-has done an upward revision in Indore
Airport projections for YoY: grfo,wth rates for domestic passenger traffic
from 10% to 15% from FY19 to FY2Z and from 8% to 15% for FY23.
Growth rate prcuectmné Smeltted_p_y_ Indore airport for domestic ATMs
have been accepted by the Au'f:‘h‘ority. Further, the growth rate
projections submitted by AAL for international passenger traffic and
ATMs (domestic + Internatlonal) have been accepted by the Authority.

FIA submits that the Authoritya has not conducted its own independent
study on traffic projections and breddly relied on the data provided by
Indore Airport. Further, as per. d_pesalpl(b) of the Consultation Paper,
the Authority has propesed to true up the passenger traffic and ATM
for first control period based on actuals

\~,'.‘

Passenger traffic and ATM

FIA submits that as per Table 4 of the Consultation Paper, the
historical 5-year and 10- year CAGR for domestic passenger traffic is
16% and 15.2 % respectively.

Increase in passenger growth rates is on similar line with 10-year
CAGR rate, i.e. 15,2%. However, historical 5 year CAGR for passenger
growth rate is 16%. We  recommend Authority to conduct an
independentistudy on passenger growth rate‘as the ATM growth has
been projected at 16% which is higher than both 5-year CAGR and 10-
year CAGR of ATM traffic, FIA submits that ATM growth will tantamount
to increase in passenger throughput'over the control period.

Traffic projections are based on the data received from AAI. Authority
has not conducted its own independent study on traffic projections and
broadly relied on the data provided by AAIL. Further, as per Proposal
1(b), Authority has proposed to true up the passenger and ATM for
first control period based on actuals. It is submitted that Authority
should conduct an independent study in the future and should not
defer detailed evaluation under garb of truing up.

ence, FIA submits that the Authority should consider 5-year CAGR of
1 516% for YoY growth rate projections for domestic passenger traffic for
o he first control period.

'ﬁ_‘/ \J Also, the Authority has not considered qualitative factors affecting the
“‘_?E’.,/\’f traffic growth such as the UDAN scheme, double digit growth in
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......

passengers across Indian airports in the last 4 years (as per the DGCA
domestic traffic reports).

Without prejudice to the above, FIA submits that the traffic projections
are critical in ascertaining the tariffs and CAGR considered by Authority
is significantly lower than past CAGR, the Authority must appoint an
independent consultant to evaluate traffic forecasts. Also, the expert
study would be scientific as apart from past trends of traffic it will also
consider various qualitative factors affecting macro environment of the
aviation sector like (a) impact of new civil aviation policy (b)
commencement of operations-frotn new airlines (b) future changes in
economic environment(¢) population’growth (d) trends of increase in
disposable income. ' N e

Authority’s examination of ’s‘-téil(él"lq:l'dér comments

511

Domestic traffic projections; FIA has suggested that the Authority
should consider the 5-year __Ca@{(}_liﬁ;-;of approximately 16 % for domestic
passenger growth projections' instead of the 10-year CAGR of
approximately 15%. The Authority has already provided the reasoning
behind the use of 10-year.CAGR 0f/15%. To reiterate, following are the

reasons for the same: @i

5.11.1 The Authority has noted-the spurt.in traffic in the recent past, which

5.12

causes CAGR for 5 year period to be higher than that for 10 year
period. Given this high growth of air traffic in India in the recent
years, the CAGR for 5 years may not be sustainable, and, therefore,
the Authority is of the view that 10 year CAGR provides more
realistic traffic growth rates for future projections of domestic
passenger traffic.

FIA has “pointed” out that' domestic.~ATM 'projections have been
considered at a higher rate than the 5 or 10-year CAGRs. As
mentioned during the consultation stage, data for first 9 months of
current Financial Year 2018-19 indicates that aircraft movements at
Indore Airport have exceeded passenger traffic movements. Domestic
passengers grew by 39.9% from April to December 2018 as compared
to the previous/ year. Domestic ATM grew. by 44.6% in the same
period. On account of these fluctuating patterns, the Authority is of the
view to not follow 5 or 10 year CAGR in case of ATMs.

Due to the above reasons, the'Authority is of the view that the 10-year
CAGR provides a more realistic estimate to project passenger traffic
growth rates up to the next 5 years. The Authority contemplates
conduct of an independent study in future to project a model for traffic
projections in respect of AAI Airports.

The Authority observed the actual traffic growth during the current FY

% 2018-19, for. which data up to December 2018 was available. The
"ﬂAuthority observed that the airport served 2.31 million domestic
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12 months, the estimated domestic passenger traffic for FY 2018-19
comes out to be 3.08 million. There is annual growth of 35.9% over FY
2017-18 traffic, as against the projected 15% during the consultation
stage. Because of these significant differences, the Authority has
decided to consider a revised 10-year CAGR from FY 2008-09 to FY
2018-19. This revised 10-year CAGR was found to be 17.8%. Based on
these assumptions, the revised traffic projections are given in the table
below.

Table 7: Traffic forecast qg,_c;gp«_sidered by the Authority - Final

Year Passenger N ATM |
Domestic | International | Qombmed Domgstlc | International | Combined

_Growth rates |

2018-19 39.9% NA | = 35, 99’0, Fon 8% NA 8% |

| 2019-20 17.8% | - NA | S8V 172.8% 40, 8% NA 8% |
| 2020-21 17.8% NA | T 17:8% [0 8% NA 8%
2021-22 17.8% NAT || i?f.s% L 8% NA 8%
2022-23 17.8% NA| 7 1‘17\9%1 8% NA 8%
2018-19 [ 3,080,005 - 13,08 - 20,161
2019-20 | 3,627,967 - 11431627.9 - 21,774
2020-21 4,273,415 - [ 4 ~ 23,516
2021-22 | 5,033,695 - 75,083,695 | - 25,398
2022-23 | 5,929,236 = 5 929 236 27,429 - 27,429

| 1 :f‘ \ ~Ed 1;

Decision No. 3: Regarding traffic forecast

3.a.

3.b.

Order no.

The Authority decides to consider the ATM and passenger traffic as per
Table 7 (above).

The Authority dECldeS to true-up the trafﬁc volume (ATM and
passengers) on thelbasis of 'actual traffic in 1% contrql period while
determining tariffs for the 2" control period.

JP—
e A Py

I f@%
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6. Allocation of assets between aeronautical and non-
aeronautical

6.1 Under Hybrid Till, only aeronautical assets are included as part of the
Regulatory Asset Base (RAB). Therefore, all airport assets need to be
segregated between aeronautical and non-aeronautical. Further,
projections of capitalizations during the control period with regard to
only aeronautical assets need to be considered as part of RAB.

6.2  For the purposes of thig $egreg,§tlen‘ AAI has divided its assets into
three components -/ aerohautical, non-aeronautical and common.
Common components have been furbﬁ'ér segregated into aeronautical
and non-aeronautical assets by applylng one of the following ratios:

a) Terminal Area Ratlo; This is ‘a ratio of aeronautical area to non-
aeronautical area and |s appli’ed for all terminal related common
- assets. § :

b) Employee Ratio: Th’ _ 5 '\C:ijf‘fnumber of staff providing non-
aeronautical services ‘(i.e. ‘¢omwmercial and land management) to
number of staff prow_\dmgj--ggropa;;\ihjcai services, excluding ANS and
cargo. o

c) Quarter ratio: This is a ratio based on number of non-aeronautical
staff to aeronautical staff residing at the residential quarters at the
airport. It is applied to assets pertaining to such residential
quarters.

6.3 The table*l_:iél-’taw’prdi)idés the details of these ratios used for allocation.

Table 8: Ratios used by AAI for allocation of assets into aeronautical and non-aeronautical

Particulars ; o Ratio |

At FY 2016-17 FY 2017-18 ]

Terminal Area Ratio . : . . 5.62% 5.62% |
Employee Ratio : ' 3:83 4:81 |
Quarter ratio 1:27 ; 1:26 |

6.4 The allocation of gross block of assets as on 01/04/2016 between
aeronautical and non-aeronautical services as submitted by AAI is
given in the table below:

Table 9: Allocation of gross block of assets between aeronautical and non-aeronautical by AAI

Total assets Aero assets -
S. No. Asset category "';31-&}“8 Crores) (INR Crores) % Aero |
1. | Freehold Land S T AN 0.23 | . 0.23 100% |
2. | Runways, Aprons and Tamwa}eé / T 2.43 72.43 | 100%
. 3. | Road, Bridges & Culverts ;— AUt 21 7.18 99.69%
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S. No. Asset category ('I;:lt;lg'f:_if) (‘I\;’: gf::::) % Aero

4 Building - Terminal 101.71 96.47 94.84%
5. | Building - Residential 1.23 1.18 95.63%
6. | Boundary Wall - Operational 1.50 1.50 100%

7 Boundary Wall - Residential - = -

8 Other Buildings 4,91 4,91 100%

9 Computer - End user 6.03 6.03 100%
10. | Computer - Servers and networks 0.36 0.36 100%

11. | Intangible Assets - Software il 0.29 0.29 100%

12. | Plant & Machinery 2.10.53 10.53 100%
13. | Tools & Equipment 9 A 2,13 2.13 100%
| 14. | Office Furniture _ 7 0.60 0.60 99.97%
15, _ll:_:_lélr;g;re & Fixtures: Other Than SIS r nr i 9 —
16. | Furniture & Fixtures: Trolley IR MR 0.56 0.56 100%
17. | Vehicles THAY YR o020 0.20 100%
18. | Vehicles - car and jeep %, 0.40 0.40 100%
19. | Electrical Installations I 57.59 57.48 99.81%
20. | Other Office Equipment 0.14 0.14 100%
21. | X Ray Baggage System . ; 3.77 3.77 100%
22. | CFT/Fire Fighting Equipment  Z1754020 10l 3.97 3.97 100%
Total  277.06 271.63 | 98.04%

Authority’s Examination at Consultation Stage:

The Authority observed the use of various ratios for segregation of

6.5
common .assets into. aeronautlcal ah,q"’-non;@_eﬁ_r_gnautical. These are
explained in-the table below.- | & | & N
Table 10: Allocation of common assets and its justification '
Common: Ratio.used for
o | hset | assets (INR | allocation of - Remarks
; kil cr.) | commonassets |
i _ - . | These assets pertain to
Roads, 100% Quarter construction o_f roa_d in residential
: ; colony, and widening and re-
1. | bridges and 0.62 ratio A ¢ existi d
culvers carpeting of existing road.
Therefore, these are allocated on
the basis of quarter ratio.
All common assets of
2 Building - 85.13 100% Terminal INR 85.13 crore have been
" | Terminal ’ area ratio appropriately allocated as per the
Terminal area ratio.
Out of total common assets of
. INR 1.23 crore, 61% pertains to
0fs - i
gr?ej raTg;m:nal staff quarters and has been
1.23 61%- Quarter appropriately allocated on the basis

ratio

of quarter ratio.

Remaining 39% comprising
construction work pertaining to the
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s RaEaE Common Ratio used for
N(; cates‘:)r assets (INR allocation of Remarks
) gory cr.) common assets
terminal area has been allocated on
the basis of Terminal Area ratio.
s ,
ical 9|?ea/ao r;'t?(r)mmal Majority of the common assets
E*:se;:atﬂlacgon a _ (90%) pertain to the terminal
4. . 1.98 - building, and hence have been
rla?ti/oo Employee appropriately allocated on the basis
of terminal area ratio.

6.6 The Authority observed that there is-one asset under the category
‘Other Buildings’ amounting to INR 30" lakh, which pertains to ANS
operations. Therefore, tzhe Authorlty proposed to remove the same
from RAB.

6.7 The Authority observed that "'tl‘l’e"':aildcation for electrical works for new
terminal building constrqqt@’d 1n 2012 was incomplete. There are assets
worth INR 38.47 crores! (gross b!ock);i_which pertain to the electrical
works for new terminal'building conStE‘hcted in 2012. These have been

considered as 100% aektonautical by AAI. The Authority proposed

allocating these on the @\aﬁps Qf Terminal Area ratio of 5.62% towards

non-aeronautical.

6.8 AAI submitted the workings for the calculation of the terminal area
ratio, i.e., ratio of non-aeronautical portion to the aeronautical portion
of the terminal building. This has been presented in the table below.

Table 11: Terminal area ratio as per AALs. ongmai submission

s

S. No. | B Catefgory 5 | ', | Area (Sq. meters)

1 Commercial entities =F&B | o . . & S o o0 N - 289.57

| 2 Commercial entities - Retail 69.60
3 Commercial entities - Adyertisiug,_ 325.28

4 Regulatory & allied agencles B R N 9.29

5 | Airlines ' C 211.48

Total non-aeronautical area‘('.t') , A 905

Total area of terminal (2) 16,119

Terminal area ratio (1/2) 5.62%

6.9 On the basis of the above observations, the Authority proposed the
allocation of gross block of assets in accordance with the table below.

Table 12: Allocation of assets proposed by the Authority (gross block) - till 31/03/2019

| Total assets | Aero assets o
| S. No. Asset category (INR Crores) (INR Crores) /o Aero
1. | Freehold Land e arr-'ﬁ;.-?;\ 0.23 0.23 100%

72.43 100%

2. | Runways, Aprons and Taxiways/z?;/
N

7.18 99.69%

3. | Road, Bridges & Culverts [ &
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Total assets

Aero assets

S. No. Asset category (INR Crores) (INR Crores) % Aero
4. | Building = Terminal 101.65 96.47 94.84%
5 Building - Residential 1.23 1.18 95.63%
6. | Boundary Wall - Operational 1.50 1.50 100%
7. | Boundary Wall - Residential - - -
8. | Other Buildings 4.61 4.61 100%
9. | Computer - End user 6.03 6.03 100%
10. | Computer - Servers and networks 0.36 0.36 100%
11. | Intangible Assets - Software 0.29 | 0.29 | 100%
12. | Plant & Machinery g 10.53 10.53 100%
13. | Tools & Equipment AN B 2.13 2.13 100%
14. | Office Furniture ) 0.60 0.60 99.97%
15, ;tlgng;lre & Fixtures: Other Than .. 1.27 1.27 100%
16. | Furniture & Fixtures: Trolley R 0.56 0.56 100%
17. | Vehicles FAVYYU I o.20 0.20 100%
18. | Vehicles - car and jeep WO (N 0.40 0.40 100%
19. | Electrical Installations N 1 57.59 55.32 | 96.06%
20. | Other Office Equipment o 0.14 0.14 100%
21. | X Ray Baggage System W 3.77 3.77 100%
22. | CFT/Fire Fighting Equipment [ ST 3.97 3.97 100%

Total ' 276.76 269.17 | 97.26%

6.10 The Authority observed that the proportion of non-aeronautical area is
on a lesser side when compared to other AAI airports of similar nature.
AAI submitted that it has recently awarded new master concessions for
retail and food & beverages, leading to much better utilization of the
terminal building for nen-aerqnautical activities, The details of these
new concessions have been: dESCUsseU in Chapter 11 of consultation
paper. The Authority ‘sought from-AAI a revised calculation for the
terminal area ratio on the basis of the new master concessions. AAI
provided this revised.‘calculation, given below.

Taq.'e‘ 13 Rewsed‘ t&rmmal area r‘at;o

S. No. Cafeg‘ory Area (Sq. meters)

1 Commercial entities ~ F&B 843.74

2 Commercial entities - Retail 69.60

3 Commercial entities — Advertising 325.28

4 Regulatory & allied agencies 9.29

5 Airlines 321.64
Total non-aeronautical area (1) 1569.55

Total area of terminal (2) 16,119

':T::;L:'_a - Terminal area ratio (1/2) 9.74%

s Further, the Authority verified that the new concessmns were awarded
with effect from 01/04/2018. Considering that the new retail and F&B
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stores will take some time to reach their full potential, the Authority
proposed to use the new terminal area ratio with effect from
01/04/2019. Due to this, the allocation of assets between aeronautical
and non-aeronautical activities will change with effect from
01/04/2019. This revised allocation has been presented in the table
below.

Table 14: Allocation of assets proposed by the Authority (gross block) - beyond 31/03/2019

S. No. Asset category % Aero

1. Freehold Land enyiiea 100%
2. Runways, Aprons and Taxlwg\/‘s 2ot ) 100%
3. Road, Bridges & Culvertg | = . (00 99.69%
4, Building - Terminal AOARL P RSN TN 90.75%
5. Building - Residential AR 95.63%
6. Boundary Wall - Operational’~ " 100%
7. Boundary Wall - Residential! | || L /[ ]I -
8. Other Buildings - Ll I 100%
9. Computer - End user /(7 o = 100%
10. Computer - Servers and nemﬁqr’ks =i el 100%
11, Intangible Assets - Softwar}e 100%
12, Plant & Machinery e _ - ' 100%
13, Tools & Equipment TICH4 - - 100%
14, Office Furniture 99.97%
15: Furniture & Fixtures: Other Than Trolley 100%
16. Furniture & Fixtures: Trolley 100%
17. Vehicles 100%
18. Vehicles - car and jeep 100%
19. Electrical Installations ", - 96.06%
20. Other Office Equpment 2N 3 o HE 100%
21, X Ray Baggage System 1M A" 34 0 100%
22, CFT/Fire Fighting Equipment 100%

Total 96.0%

The Authority had proposed the .fo.lloﬁ\tin'g- regarding allocation of assets

The Authority proposed the allocation of gross block of assets for the

period 01/04/2016 to 31/03/2019 between aeronautical and non-
aeronautical assets as per Table 12,

The Authority proposed the allocation of gross block of assets for the

period 01/04/2019 to 31/03/2023 between aeronautical and non-
aeronautical assets as per Table 14.

Decision No. 4: Regarding allocation of assets between aeronautical

and non-aeronautical

Order no. 45/2018-19
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4.a. The Authority decides the allocation of gross block of assets as on 1st
April 2019 between aeronautical and non-aeronautical assets as

detailed in Table 14.

7. Initial Regulatory Asset Base

7.1  As per AAI's submission, the Initial RAB as on 31/03/16 amounted to
INR 93.39 crores. AAI submitted the following working for the

computation of initial RAB.

Table 15! Initial RAB as per AAI s submrss:én (ﬁgures in INR crores)

Asset category 0“*;;;%3*’@ | 3;;:;7;:;33 Openlng et
Runways, Aprons and Taxiways 72 AN 66.50 5.93
Road, Bridges & Culverts .-'.: 748 5.30 1.88
Building ~ Terminal 3@ 47 Il 44.59 51.87
Building - Residential 8ifi 0.53 0.65
Boundary Wall - Qperational 0.65 0.85 |
Boundary Wall - Residential 0.00 0.00
Other Buildings 0.46 4.45
Computer - End user 2.60 3.42
ggtr‘l%ﬁir Servers and 0.36 0.00
Intangible Assets - Software 0.29 0.00
Plant & Machinery 8.30 2.23
Tools & Equipment 1.78 0.35
Office Furniture 0.58 0.02
;mr.lcr)ﬂ;t\lf.lre & Fixtures: Other Thaﬁ .1_27. | 1.25 0.02
Furniture & Fixtures: Troilew 0.56 0.49 - 0.08
Vehicles 0.20 0:20 0.00

| Vehicles - car and jeep 0.40 0.35 0.05
Electrical Installations 57 48| 36.23 23,75
Other Office Equipment 5 0.14. 0.14 0.00
X Ray Baggage System 3,77 ; 3.48 0.29
CFT/Fire Fighting Equipment 3.97 3.93 0.04
Total 271.40 178.02 93.39

Authority’s Examination at Consultation Stage:

from RAB.

The Authority observed that there is one asset under the category
‘Other Buildings’ amounting to INR 30 lakh, which pertains to ANS
operations. Therefore, the Authority proposed to remove the same

The Authority observed that the allocation for electrical works for new
terminal building constructed in 2012 was incomplete. There are assets
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worth INR 38.47 crores (gross block), which pertain to the electrical
works for new terminal building constructed in 2012. These have been
considered as 100% aeronautical. The Authority proposed allocating
these on the basis of Terminal Area ratio of 5.62%.

7.4
table 16 below.
i
this regard.

The revised Initial RAB after the above changes has been presented in

The Authority did not receive any comments from the stakeholders in

Table 16: Initial RAB as pmpésed by* ;&ué:ﬁor;ty (figures in INR crores)

[ sestcategory | CPOLEMEMGATRSITART | Opening ret
Runways, Aprons and Taxiways 7243 66.50 5,93
Road, Bridges & Culverts AT 5.30 1.88
Building - Terminal | 96.47 |/ 44.59 51.87
Building - Residential Ll LR 0.53 0.65
Boundary Wall - Operational 0.65 0.85
Boundary Wall - Residential = |
Other Buildings 0.44 4.17 |
Computer - End user ____~ 6,03 2.60 3.42 |
Networe HEPEES SRR 0.36 0.00
Intangible Assets - Software 0.29 0.29 0.00
Plant & Machinery 10.53 8.30 2.23
Tools & Equipment 213 1.78 0.35
Office Furniture 0.60 0.58 0.02
E_S;ﬂg;re & Fixtures: Cjiher Than 1.27 1.25 | 0.02
Furniture & Fixtures: Trolley 056 | ) 0.49 0.08
Vehicles ol § 0.20, .3 0.20 0.00
Vehicles - car and jeep 0.40 0.35 0.05
Electrical Installations ~ 55.32 35.04 20.28
Other Office Equipment ‘ 0,14 0.14 0.00

| X Ray Baggage System 3.77 3.48 | 0.29
CFT/Fire Fighting Equipment 507l 3.93 0.04
Total 268.94 176.81 92.13 |

The Authority had proposed the following regarding Initial RAB

* The Authority proposed to consider the initial regulatory asset base for the
1st Control Period for Indore Airport as INR 92,13 crores in accordance

with Table 16.

Decision No. 1: Regarding InltlaJ R

Order no. 45/2018-19
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5.a. The Authority decides to consider the initial regulatory asset base for
the first control period as INR 92.13 crores in accordance with Table

16.
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8. Capital Expenditure for the 1° control period

8.1 AAI has proposed aeronautical capital expenditure of INR 114.43
crores for the 1% control period. This has been shown in the table

below.

Table 17: Capital expenditures proposed by AAI (figures in INR crores)

Asset category Year 1 Year 2 | Year 3 | Year 4 | Yea r5/| Total
Road, Bridges & Culverts 7.51 [[7>62)95 | - -|  70.46
Building - Residential o ) e g 2 0.40 . 6.36
Boundary Wall -~ Operational 4,60 | . - - 4.00
| Other Buildings { -] o0.4s -] o0.4s
Plant & Machinery 19.82 | Sl s - % 19.82
Tools & Equipment 4.—%9 ' 001 - - 4,50
Electrical Installations 4@1 "‘ U Vi _‘»_.} - - 4.81
'CFT/Fire Fighting Equipment 4,830 1Y . - 4,03
Total 50.62 5 -| 0.85 - | 114.43

Authority’s Examination at Con%hltatlon Stage:

8.2 The Authority observed \'tﬁfé'.Fbll'GWi'ﬁ'g":‘ih respect of the proposed capital
expenditures.

8.2.1 Development of 15 no. parking bays, parallel taxi track and

other associated work- INR 62.95 crores

The existing apron at. Indore airport has a capacity to support 11
aircraft (6 aircraft of A320/A321 type, 4 7ATR'72 and 1 DH8D).
Recently, it was decided to'make Indore airport a: 24-hour operational
facility, with effect from 25" March 2018. The reasons for the same
were to decongest other major airports, and to provide night parking
facility to scheduled airlines. Post this development, AAI has received
requests from airlines for 9 night parking stands. Considering a

capacity of only &1 aircraftiat the éxisting apron, only 2 stands would
be left over for occasional diversionary flights to the airport. In view of
this, AAI has proposed extension of the existing apron to accommodate
15 more aircraft (10 aircraft of A320/A321 and 5 ATR-72). This would
further involve associated Ground Support Equipment and new line taxi
tracks.

\':']
iy “l:, e Authority examined the rationale behind the proposed capital

eexpendlture, along with its status. Further, the Authority sought and
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observed a detailed break-up of the expected costs for this capital
expenditure. The Authority found the amounts and the expected
timelines to be appropriate.

The Authority further considered a normative cost of these assets. As
per Authority’s Order No. 7/2016-17, a normative cost of INR 4,700
per square meter may be considered for construction of pavement
(Aprons, taxiways and runways) up to code E aircraft. This cost should
be taken as on April 2016. Considering that no international operations
are projected at Indore Airpertiover the first control period, and most
of the domestic operations. in" India: are through A320 and B737
families of aircraft (code C) and: othet réglonal aircraft (code B and C),
the Authority found the ‘nermative cost approach to be appropriate. As
per details received from/AAL, the planned assets will spread across an
area of 167,180 squarei_jrﬁi‘r’e’-ters;'_'-!_'h'e Authority notes that the cost
proposed by AAI (INR 62.95 grores) is within the normative cost
calculated according to the above' mentioned order. Therefore, the
Authority accepts the cost proposed by AAI of INR 62.95 crores.

The Authority observed th -""_;-',_..“'Iasslﬁed these assets under ‘Roads,
bridges and culverts’. Corsidering the nature of these assets, the
Authority proposed to reclagsify) thiese; assets under ‘Runways, Aprons
and Taxiways'. While this reclassification did not have an impact on the
allocation of assets between aeronautical and non-aeronautical
(because of the aeronautical nature of these assets), it had an impact
on rate of depreciation to be considered for these assets. As detailed
later in Chapter 8 - Depreciation, the rate of depreciation for the
category ‘Roads, bridges and culverts’ is proposed to be 10%, whereas
the rate .of depréciation for, the ¢ateégory. ‘Runways, Aprons and
Taxiways' s proposed ‘to be 3.33%. This rec!asslﬁicatlon resulted in a
lesser depreciation allowance to AAL

The proposed date.of completion of these assets is 31% March 2020.
Considering the current| status, the Authority has found this to be
reasonable. The Authority notes that should AAI fail to commission the
same by 31% March 2020, in addition to the normal true-up with
carrying cost, 1% additional penalty, by way of reduction of the said
value from ARR, will be imposed on AAI for delays in execution of the
project.

.2.2 Supply of inline baggage scanning system - INR 12.50 crore

Al has planned to install a new CT-EDS in-line baggage screening
stem (already available at their Chennai, Kolkata and Ahmedabad

e same and has found them as appropriate. Further, AAI has
provided the proposed date of completion of this asset as 31% October
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2019. Considering the current status, the Authority has found this to

be reasonable.

8.2.3 Others:

Other than the above mentioned assets, AAI has proposed 28 other
assets of smaller nature amounting to a total of INR 38.98 crores. The
prominent ones among these include the following.

a) Development of Pucca Drain in air side in tariff year 1 amounting
to INR 4.94 crores. AU
b) Construction of staff’ auarﬁ’aﬁs (total 18 units) including electrical
works in tariff year 1-amounting to'INR 5.58 crores.

c) Supply,

Installation,

Testing"and Commissioning of two

passenger boarding: brldges along with advanced visual docking
guidance system (A«VQGS), m tariff year 1 amounting to INR

4,13 crores.,

i

d) Establishment of grbuhdr mounted solar power plant amounting
to INR 4.03 crores, .

For these assets, the Au*th'm.

them.

83

i [ s
o-'\

In accordance with above,

expenditure as per the table below.

ver éj:l the admlnlstratlve approvals

thel Authorlty proposed the capital

‘Table 18: Capital expenditure as proposed by the Authority — Consultation Paper (figures in INR

crores)
Asset category Year 1 Year 2 | Year3 | Year 4 | Year 5 | Total
Runways, Aprons and Taxiways ' - 62.95 | - 62.95
Road, Bridges & Culverts ; 7.5 B | - 7.51 |
Building - Residential 5.96 “ ~ 0.40 6.36
Boundary Wall - Operational ~ 4.00 - - = - 4.00
Other Buildings il e = 0.45 - 0.45
Plant & Machinery 1?-,_82»_» anll’ S 19.82
| Tools & Equipment 4.49 0.01 " - 4.50
Electrical Installations 481 - - - 4.81
| CFT/Fire Fighting Equipment 4.03 - . - 4,03
| Total 50.62 | 62.96 -| o0.8s - | 114.43

Authority had proposed the following regarding capital expenditures

e The Authority proposed to adopt the capital expenditures for the 1%

\‘_,4-n--."
T 07,

B "“"".\os@r er no. 45/2018-19

"\L‘ r'11 Pli

control period in accordance with Table 18.

Regarding the proposed capital expenditure worth INR 62.95 crores
pertaining to development of 15 no. parking bays, parallel taxi track and
other associated work, the Authority proposed that should AAI fail to
commission the same by 31 March 2020, in addition to the normal true-
up with carrying cost, 1% additional penalty, by way of reduction of the
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said value from ARR, will be imposed on AAI for delays arising due to
reasons beyond AAI’s control.

Stakeholder comments
8.4 Federation of Indian Airlines (FIA):

Status of RAB additions have not been mentioned in CP. AUCC
minutes for review has also not been provided, we cannot
comment on RAB additions. leely deferment for construction
for aprons to FY21. : :

Key additions to RAB

Development of 15 no. parklng bavs parallel taxi track and other
associated work - INR 62.95 crores:

FIA submits that as ghlnghtéd by AAI in Para 7.2.1 of the
Consultation Paper, an eltensmn of. existing apron along with ground
support equipment and.new:line taxi track has been proposed with an
estimated expendlture of I‘NR 62/95' ‘crores spanning into 167,180
square meters. i il

FIA submits that Consqmbn E’apar was issued on 14 January 2019,
wherein current status of the project has not been mentioned. FIA also
submits that it has not been provided with any minutes of AUCC
consultation. Project Investment File (PIF), as applicable. Also details
for basic planning, regulatory approvals, financial closure etc. has not
been provided for FIA's review. Hence, in the absence of the receipt of
such submissions made by Indore Airport, FIA is unable to appreciate,
assess and _comprehehd the facts and ‘figures (and any comparison
thereto) of.theé major capital expenditure works as discussed under
the Consultation=Paper. Hence, it is submitted to Authority to provide
these details for FIA's review.

Without prejudice, to the above, FIA would like to submit that the,
Authority in the Consultation Paper No, 26/2018 - 19 of Coimbatore
airport has mentioned that construction of new aprons and extension
of existing aprons is expected to take 18 months from date of award
of work. Taking the example of Coimbatore airport and in the absence
of any timelines of start/completion of the works for new aprons at
Indore Airport, FIA would like to submit that it may appear prudent to
assume that above mentioned works involving significant capital
expenditure at Indore Airport may appear to not be operationalized in
FY20. Hence, it is submitted to Authority to defer the capitalization of
new aprons to FY21 and recom_gute the ARR & depreciation
accordingly. AFit

Other assets
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Authority has not mentioned the detailed breakup of other assets of
INR 38.98 crores. Also, the split of these other assets under various
categories mentioned in table 16 of Consultation Paper has not been
provided. These assets have been considered 100% aeronautical, for
which no basis has been given by Authority

FIA submits that the Authority should give a detailed breakup of each
category of additions along with year of capitalization & the same shall
be considered for the purpose of calculation of depreciation.

Authority’s examination of stakéholder comments

8.5.

8.6.

8.7,

The Authority has carefu[ly examfne,d tha comments received from FIA
regarding RAB additions. -

With regards to FIA comments on C‘onductmg an AUCC meeting for
proposed capital works, the: Authar‘lty notes that an AUCC meeting has
been conducted and th mmutgs of the AUCC meeting is being
provided as annexure to this document (Annexure 1).

FIA has requested to defe‘?r’ the Ca-pltallzauon of the new aprons and
extension of existing apmns towa s F Y21. However, the Authority has
already stated the rease ﬁwhy deferment by one year is
sufficient. Moreover, the' Aut‘ti‘iority has proposed a penalty of 1% by
way of reduction of the said valgefrom ARR, in case of delay in
operationalization of the new aprons and extension of existing aprons
beyond the proposed date of completion due to reasons beyond AAI’'s
control.

Other Assets - The Authority, in the consultation paper, had
discussed that AAI had proposed 28 other assets of smaller nature
amounting to a total of INR 38.98 crores. For these assets, the
Authority verified the“administrative @approvals and award letters, and
discussed 'the rationale with AAI for proposing them. The Authority
also provided aclist and description of ‘the most prominent of these
assets. However, In response to the comment received from FIA, the
Authority is providing a complete list of these other assets, as
provided to it by AAT as part of MYTP. Th[s list of assets (in descending
value) is given in the table below. .

Table 19: Other Capital expenditure as proposed by the Authority - Final (figures in INR crores)

Asset category Constituents Year 1 | Year 2 | Year 4 | Total

Road, Bridges & Culverts Civil works in operational area, 791 - = 7.51

Development of Pucca Drain,
Fixed finger for Rotunda
Passenger Boarding Bridge

Building - Residential Staff quarters, Civil work for 5.96 - 0..40 6.36
|

existing residential
accommodation et

Boundary Wall — Operational | Aluminium comﬁo&t& panei 4.00 = -| 4.00
cladding, BoUnd‘a;y wan
Perimeter road/” a3 N\ \ :

Other Buildings Civil work'for ity Side ¥ \B\ - - 0.45| 0.45
beauhﬂcatlo 8 L
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Other Plant & Machinery

Air conditioning in residential

guest house, SITC of PBBs and
AVDGS at Indore, Rubber
removal machine, Grass cut
machines and tractors

7.32

7.32

Tools & Equipment

Walkie talkies, CCTV cameras,
DFMD, SITC of smart dustbin
project, BDDS cum dog squad
vehicles, Mobile Command
post

4.49

0.01

4.50

Electrical Installations

Solar power plant, street
lighting, procurement of tools
and plants

4.81

4.81

CFT/Fire Fighting Equipment

Supply of RIV&(ACF?SJ at™
Indore '

Total

4.03

38.12

0.01

0.85

4.03

38.98

Further, the Authority evaiuated ’che appropriate allocation of these
assets between aeronautlgal @nd’ mqn -aeronautical. A major portion of
these assets were found to ' ﬂ)é pUrer aeronautical. Therefore, the

Authority has decided to; @0rt$JdeT' t;hese as aeronautical.

Decision No. 2: Regarding Gia.pl "

6.a. The Authority decides to a Op‘t t e

with Table 18.
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9. Depreciation

AAI follows its own set of rates of depreciation for different asset
classes, which are approved by its Board. While submitting the Multi-
Year Tariff proposal for the first control period, AAI has taken
cognizance of the rates of depreciation approved by the Authority in
previous tariff orders. Accordingly, AAI has proposed three different
sets of rates. These are based on three different periods - up to FY
2015-16, from 01/04/16 to 3:_1[.{),3[_18, and beyond 01/04/18.

In the first period, i.e/; #p.to FY 2015-16, the airport was not under
the definition of a Malor Alrport ‘as’ per Section 2(i) of Airports
Economic Regulatory Auth@l‘lt‘é& of India Act. Therefore, the
depreciation rates for this period has been proposed by AAI to be as
per AAI's accounting policy. {For the second period, i.e., from 01/04/16
to 31/03/18, the airport was chered under the def“nltlon of the Major
Airport. Therefore, the efepf'ema‘meh rates for this period has been
E)’er' the, Authority’s examination. For the 3rd
4, /'the|/ depreciation rates has been

‘the Authority’s order No. 35/2017-18
titled “In the matter of Determ.l.natlon of Useful life of Airport Assets”,
which defines the normative uséful lives for various airport assets.

Further, depreciation has been computed separately on opening block

9.1
9.2
proposed by AAI to be ;;’-}
period, i.e., beyond '@Qr/ )
proposed by AAI to be as' pe
9.3
of assets and on proposed additions.
9.4

The depreciation rates proposed by AAI have been summarized in the
table below - .

Tab;‘e 20 Deprecranon rates proposed byi AAI

_ Between
Asset category | uptoFy 2016 | FY 2016 ' Beyond Fy 2018
' / 2018
Freehold Land 0%.| 0% 0%
Runways, Aprons and Taxiways ' 13% 3.33% 3.33%
Road, Bridges & Culverts 13% 3.33% 10.00% |
Building - I'erminal 8% 3.33% 3.33% |
Building = Residential 5% 3.33% 3.33%
Boundary Wall — Operational 8% 3.33% 10.00%
Boundary Wall - Residential 5% 3.33% 10.00%
Other Buildings 8% 3.33% 3.33%
Computer - End user 20% 16.67% 33.33%
Computer - Servers and networks 20% 16.67% 16.67%
Intangible Assets — Software 20% 20.00% 20.00%
Plant & Machinery 11% 6.67% 6.67%
Tools & Equipment ; 20% 6.67% 6.67%
Office Furniture 20% 10% 14.29%
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Between

|

Asset category uptoFv 2016 | 'Y 296 | Beyond Fy 2018
2018

Furniture & Fixtures: Other Than Trolley 20% 10% 14.29%
Furniture & Fixtures: Trolley 20% 10% 33.33% |
Vehicles 14% 12.50% 12.50% |
Vehicles - car and jeep 14% 6.67% 12.50% |
Electrical Installations 11% 10.00% B 10.00%
Other Office Equipment 18% 20.00% 20.00% |
X Ray Baggage System 11% 6.67% 6.67% |
CFT/Fire Fighting Equipment 6.67% 6.67% |

3%

9.5 The depreciation amount: ﬁﬁ.q.ﬁasedl"'by AAI for the 1st control period
has been presented in the table below.

Table 21: Depreciation pr@p‘éged é;ly AAI (figures in INR crores)

Particulars

Pre control
regulatory period

et i Control period

FY 2017 | FY 2018 20 '0 FY 2021 | FY 2022 | FY 2023
| Depreciation 12.04 12.30 116.25 17.18 14.90 14.77

L9 )

Authority’s Examination at Consultation Stage:

o K+

The Authority has noted the submission of three different rates of

depreciation by AAI for different periods under consideration and has
duly examined these for consideration towards determination of
aeronautical.tariff. ; .

9.7

For period up” to FY 2016, the "Airport did ‘noticome under the

regulatory ambit of the Authority. Therefore, the Authority has
determined that the. depreciation. rates used by AAI according to its
internal accounting policies are allowed to be followed in order to
compute the net bleck of initial RAB, The+Authority observed that the
depreciation rates used by AAI up to FY 2016 were in line with its
accounting policies, and hence the Authority does not propose any
change in these.

9.8

As far as the period between 01/04/2016 and 31/03/2018 s

considered, the Authority has had reference to its previous Tariff

Orders for
27/11/2017
04/08/2017
02/06/2017

for

Authority considered

Continuing with thig

Order no. 45/2018-19

various AAI airports (Order No.
Kolkata airport, Order
for Jaipur airport, and Order No.
for Trivandrum—Airport). In these

No.

23/2017-18 dated
10/2017-18 dated
03/2017-18 dated
Tariff Orders,

the

fie" depréciation rates as prescribed in the
Companies Act, 20 aﬁ“;,’f‘éir,_vthg ‘purposes of tariff determination.

3

pro'&ch,.,' the'\A-ul‘:hority proposed to consider
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9.9

9.10

9.411

9.12

these rates of depreciation for the period between 01/04/2016 and
31/03/2018 for the purposes of tariff determination of Indore Airport
as well.

Upon examination of rates of depreciation proposed by AAI for this
period, the Authority observed that except in case of one asset
category, the rates proposed by AAI are in line with the above
mentioned previous tariff orders. In case of Vehicles - car and jeep,.
AAI has used 6.67% rate. However, the Authority proposed to revise
this to 12.5% in accordance With the above mentioned previous tariff
orders. : A

For the period from 01/04/2018 onwards, the Authority has had
reference to its study, which ‘was commissioned to determine
appropriate depreciation rates f@r regulation of airports in line with the
provisions of the Companles _Aﬁt 2_01:3

As a result of this study, the_ uthorlty&, vide its Order No. 35/2017-18
titled “In the matter of Det tiomof Useful life of Airport Assets”,
spelled out the normative depre _;ai;’itm rates which need to be used for
computation of Aggregate F{eveﬁ”ué Reqmrement

L~ """‘. - 1~

i

These normative depreCIatlon rates of airport assets as per the above
mentioned Order, relevant to Indore Airport have been presented in

the table below.

Table 22: Depreciation rates as per Authority’s Order No. 35/ 2017-18

Asset category : __Beyond FY 2018
_Freehoid Land 8 B A : . 0.00%
Runways, Aprons and Taxiways ) 3.33%
Road, Bridges & Culverts 10.00%
Building - Terminal '__ - 3.*3_3";/:
Building - Residential 3.33%
Boundary Wall - Operational 10.00%
Boundary Wall - Residential B B 10.00% |
Other Buildings 3.33%
Computer - End user 33, 33%
Computer - Servers and networks . 16—6;’%'1
Intangible Assets - Softwge_n _ ‘/':\'u Wt fq)p> B 20.00%
Plant & Machinery - W i O - 6.67%
Tools & Equipment o o !“/ \ o B 6.67%
Office Furniture Bl W V-1 14.29% |
'_Fgﬂ'titure & Fixtures: Other Than Trolley '"'~;~i:'§;$\r t ‘V r__;’ ' 14.29%
Furniture & Fixtures: Trolley \B N - 33.33%
| Vehicles R  12.50%
Electrical Installations G o o 10.00%
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Asset category

Beyond FY 2018

Other Office Equipment 20.00% |
X Ray Baggage System 6.67%
CFT/Fire Fighting Equipment 6.67%

9.13 The Authority observed that the depreciation rates used by AAI for the
period beyqnd 01/04/2018 are in line with the rates as per the above
mentioned Order. Therefore, ithe Authority does not propose any

change in these.

9.14 Combining its observat".j@jn.s'ﬁ;qr@s‘sfflﬁ}fr’é three periods, the Authority

proposed the depreciation

‘to be

considered for tariff

determination in respect ﬁ')l_‘f”I*h'd'Off‘:é; ;@;irijort as per the following table.

Table 23: Depreciation rates proposed by the Authority - Consultation Paper

Between
Asset category F:nzopji,ﬁ Beyond FY 2018
2018
Freehold Land 0% 0% 0%
Runways, Aprons and Taxiways 1U13% 3.33% 3.33%
Road, Bridges & Culverts 13% 3.33% 10.00%
Building - Terminal 8% 3.33% 3.33% |
Bullding - Residential 5% 3.33% 3.33%
Boundary Wall = Operational 8% 3.33% 10.00%
Boundary Wall - Residential 5% 3.33% 10.00%
Other Buildings 8% 3.33% 3.33%
Computer - Enduser ¢ " 7T 20% L16067% 33.33%
Computer - Servers and networks | 20% | L 16.67% 16.67%
Intangible Assets - Software 20% 20.00% 20.00%
Plant & Machinery 11% 6.67% 6.67%
Tools & Equipment 20%, 6.67% 6.67%
Office Furniture 20%. 10% 14.29%
Furniture & Fixtures: Other Than Trolley L 20% | 10% 14.29%
Furniture & Fixtures: Trolley 20% 10% 33.33%
Vehicles 14% 12.50% 12.50%
Vehicles - car and jeep 14% 12.50% 12.50%
Electrical Installations 11% 10.00% 10.00% |
Other Office Equipment 18% 20.00% 20.00%
X Ray Baggage System 11% 6.67% 6.67%
CFT/Fire Fighting Equipment 13% 6.67% 6.67%

9.15 On account of changes m,depre;uatmn rates, and the changes in

proposed capital expend‘tﬂ

depreciation during the 1st*€o_ntrolbeno‘d

Order no. 45/2018-19

,‘j;]‘jré,Authonty proposed the following
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Table 24. Depreciation proposed by the Authority — Consultation Paper (figures in INR crores)

Particulars Pre control ~ Control period
regulatory period o
' FY 2017 | FY 2018 | FY 2019 | FY 2020 | FY 2021 | FY 2022 | FY 2023

| Depreciation | 12.05 12.31 14.49 14.14 12.98 10.70 10.57

The Authority had proposed the following regarding depreciation

e The Authority proposed to adopt depreciation rates for Indore airport as
per Table 20 for the 1% control period,

e The Authority proposed depr’eejat;on amounts as per Table 24 for the 1%
control period. .

Stakeholder comments . :
9.16 Federation of Indian Aitlines (FIA):

Issue 1: Useful life of 30 years considered for terminal building
and aprons which is eonservﬁ’twe view. Considering airport
assets have useful Iife uia to 99 vﬁ;ars in international airports,
60 years useful life for térnﬁnal bmldmgs and aprons ought to
be considered by Authorlty

FIA submits that, on an overall ba5|s average useful life of assets
including opening RAB ranging between 7-14 years during control
period, is lower considering the international airports & new additions.
FIA's review of RAB additions & its allocation indicated that shorter
useful lives have been broadly considered by Authority.

Detailed component feyel breakup has'not been provided by Authority
& accordingly same hasbeen considered for the purpose of
depreciation. Broad heads ‘of Gapitalization has been provided. Hence,
we understand that depreciation has also been computed as per
depreciation order on basis of useful life of these heads rather than
useful life of these head component. This might lead to accelerated
depreciation. For instance, solar power plant has been classified under
electrical installation or plant & machifiery rather than component
level.

Depreciation of new terminal building:

FIA's submit that as per Para 8.14 of the Consultation Paper,
depreciation from FY 18 onwards has been computed as per rates
prescribed under AERA Order No. 35/ 2017-18 “In the matter of
Determination of Useful life of Airport Assets” dated 12 January 2018
(Order 35). Further, half yearly rates of depreciation have been
considered for additions to RAB in the first year of capitalization. For
\ terminal building and other. bulldlngs while Order 35 states useful life
as 30 or 60, the useful Ii‘fe aoq&lder by AAI for Indore airport and
accepted by Authorlty r}a's been 30, yéars in the Consultation Paper.
R
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For reference FIA would like to highlight, life of buildings as 30 years,
considered by Authority, and is not in accordance with Part C of
Schedule II of Companies Act, 2013, which provides useful life of
buildings having Reinforced Concrete Cement (RCC) frame structure to
be 60 years. FIA submits that that there is no mention with respect to
the structure of buildings, although it is highly unlikely that terminal
buildings are not built with RCC technology.

Hence, FIA submits that authority has taken adopted conservative
view with respect to useful life of terminal and other buildings. FIA
submits that accordingly,in thq mterest of consumers, Authority could
consider useful life @f bulidlngs as 60 years instead of taking a
conservative view, {

Further, FIA's review o'f us_e___ﬁul*i_.i[i?'ﬁe- of assets at various international
airports like London Heathrow, Sydney airport and Amsterdam airport
indicated that terminal bundmg have useful life of as long as 60 years
and aprons have it as long as, 9@ years. Also, the useful life of terminal
building for Kannur & Gochin airports: have been considered 60 years
by Authority. However ag. per-the CQnsuItatlon Paper, average life of
airport assets additions: betwae 9'to FY23 is ranging between 7-14
years during the control permd ich primarily comprises of Terminal
& other buildings and ApRons.| - |

FIA states that as submitted under RAB section, to defer the
capitalization of new apron of INR 62.95 crores to FY21. It is
submitted to Authority to not to consider aprons for the purpose of
capitalization in FY20 and accordingly, revise depreciation calculation
for FY20 onwards.

Depreciation.on corréct allogation ratio:

Allocation of ‘assets: - FIA submits that ‘the Authority has not
mentioned allocation of RAB additions for first control period. As
submitted under RAB allocation..section, "“to consider the asset
allocation ratio of 80%: 20% in the 1st:control period”, FIA submits
that Authority should recompute the depreciation basis the allocation
of RAB assets in the ratio of 80:20 for this control period.

Depreciation on solar power plant:

We noted that solar power plant of INR 4.03 crores has been
considered as electrical installation or plant & machinery by virtue of
which its useful life has been considered as 10 or 15 years. However,
as per CERC (Terms and Conditions for Tariff determination from
Renewable Energy Sources) Regulations, 2017, useful life of solar
power plants is 25 years whereas fhe-Authority has considered life of
such assets as 10 years. uﬁder etectrlcal installation. Hence, it is
submitted to revise the dep ciation, on ‘s\?la\r plant considering the life
of solar power plant as 25 y;’ears mstead 1Q years.

Order no. 45/2018-19 x / 40

"?r.r pr“ i \l‘1

A



It is also submitted that Authority should provide detailed calculations
for depreciation charged on opening RAB & additions made therein,
rather than just giving a consolidated number. Absence of detailed
calculations for depreciation, FIA cannot comment on the depreciation
considered for tariff determination.

Issue 2: Companies act 2013 and AERA order 35/2017-18 has
not been considered while calculating depreciation on opening
RAB resulting in accelerated depreciation leading to higher
ARR. FIA cannot comment on depreciation calculation in
absence of detailed camponeht Ievel breakup of opening RAB
and additions. o4 _

FIA submits that in terms:'of‘f'_:ﬁter F?ara' 8.2 of the Consultation Paper,
FIA understands that prior to FY17, the depreciation computed is as
per AAI depreciation rates and during FY17& FY18 depreciation has
been computed as per Companigs |Act, 2013. However, depreciation
from FY19 has been computed as per rates prescribed under AERA
order No. 35/2017-18.

FIA further submits that as per rrote /7 of schedule II of Companies
Act, 2013, in case of first time adoption of Companies Act, 2013 ,
depreciation on opening RAB.is.calculated as follows:-

“From the date this Schedule comes into effect, the carrying amount
of the asset as on that date— (a) shall be depreciated over the
remaining useful life of the asset as per this Schedule;” As per
Decision 1d of Authority's order no. 35/2017-18, “to propose the
carrying amount of the asset as on the date of effect shall be
depreciated over the remaining useful life of asset.”

Hence, considering the provisions of schedule 1T of Companies Act,
2013 and ‘order 35/2017-18, opening RAB.as on 01.04.2016 will be
depreciated over remaining useful life (as per Companies Act,2013) till
31.03.2018. Accordingly, opening RAB as on 01.04.2018 will be
depreciated over remaining useful life (as per order 35/2017-18).

However, in absence of detailed. component level breakup of
depreciation, FIA cannot comment whether depreciation calculated in
table 21 of the Consultation Paper has been in compliance with above
mentioned provision.

Hence, FIA submits that Authority should clarify whether the
depreciation order no. 35/2017-18 & schedule II of Companies Act,
2013 (with respect to opening RAB as on 01.04.2016) has been
followed or not. Further, FIA would request Authority to review the
depreciation calculation in detail.and explain the basis of computation
of depreciation at the ,trrlixe"qf passmg of order. FIA submits to
Authority to adjust thé *asateterated\depreaatlon before issuing the
final Order for Indore Asrg‘ort
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Authority’s examination of stakeholder comments

Issue 1:

The Authority has carefully examined the comments received from FIA
regarding depreciation. The Authority understands that FIA has two
suggestions regarding useful life of assets:

e Terminal building - 60 years instead of 30 years, and

e Solar power plant - 25 years instead of 10 years

9.17 Regarding the terminal btilding, the Authority has followed its
Order No. 35 / 2017-18 dated 12% January, 2018. Following are the
relevant extracts from: thls Orde’r

e As per Annexure I - Useful Iife of ‘assets, the Authority decided to
consider useful life of terminal Building as either 30 years or 60
years. The choice betweeri 30 years and 60 years should be
evaluated by the alrﬁom opest’at:or (AAI). AAI has evaluated the
useful life of terminal building at__Ing!ore Airport as 30 years.

e As part of the conSt.fita_ti_ch’_//ii;_igéj‘ée{g;@ﬁ'ngs before the Order was made
effective, the Authority Ihvited suggestions from various
stakeholders. Various-aitpart eperators submitted their suggestions
regarding useful life of terminal buildings. These are reproduced
below.

o BIAL commented, "We would like to draw reference to Para
2.2.5 of Consultation Paper wherein Part-C Building and
Roads, Companies Act 2013 rates for different types of
buildings .has been. specified-as RCE-frame structure/ Other
than RCC frame structure/ factory buildings etc. In the final
rates proposed under Annexuré-5, the useful lives have
been specified as 30/60 years. As the Terminal Building,
even though RCC:frame. structure, because of 24* 7
usage for 365 days and due to high wear and tear, we
request the Authorities to consider the Terminal Buildings to
be equated to Factory Building with life of 30 years in line
with Companies Act 2013."

o GGIAL commented, "In the above-mentioned consultation
paper, Authority has proposed useful life of 60 years for the
building with RCC Frame Structure. However, keeping in
mind the airport operations which is 24X7 365 days in
a year, building has got higher wear and tear and
hence the said structure needs to be treated as factory
building and shou"gl “be depredated as per the rate
prescribed by C@mpanles Act for factory building.
Accordingly we sd@' st fhat the" useful life of asset with

1 .
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respect to building with RCC structure should be lower of 30
years or the residual period of initial concession term.”

o HIAL commented, “In the abovementioned consultation
paper Authority has proposed useful life of 60 years for the
building with RCC Frame Structure. However, keeping in
mind the airport operations which is 24X7 365 days in
a year, building has got higher wear and tear and
hence the said structure needs to be treated as factory
building and should be depredated as per the rate
prescribed by Companigs Act for factory building.
Accordingly-we suggéﬁt that the useful life of asset with
respect to building with RCE structure should be lower of 30
years or the residual period: of initial concession term.

e The Authority, at that' time, had carefully evaluated these
comments. In all these. corrfmgnt$, the Authority noted that because
of 24 hour operations, | the 'airport operator felt that terminal
buildings face faster svear and tear as compared to other buildings,
despite the RCC Frame stru::‘turea In response to these comments,
the Authority dec1de€1 1o keéb the provision unchanged. Thereby,
the airport operator was given the option to evaluate the useful life
of the terminal buildipg-as eithgr: 30 years or 60 years. Considering
the above stated reasoning, the Authority does not see a need to
re-evaluate the useful life of the building.

Therefore, the Authority decides to keep the useful life of the termmal
building at Indore Airport unchanged at 30 years.

9.18 Regarding the solar‘power_plant; the Authority had classified the
asset as electrical installatlpns, thereby attracting a depreciation rate
of 10%, i.e., a useful life:of*10 years. FIA#has submitted that as per
CERC (Terms and Conditions for Tariff determination from Renewable
Energy Sources) Regulations, 2017, the. useful life of solar power
plants is 25 years. The Authority acknowledges that CERC Regulations
are an appropriate-source for determination of useful life of solar
power plant. Therefore, the Authority decides to change the useful life
from 10 years to 25 years.

Table 25: Depreciation rates proposed by the Authority - Final

Between _]
Asset category Up to FY 2016 F:nﬁc::l‘.r(i Beyond FY 2018
| 2018 |
Freehold Land 0% 0% | 0%
Runways, Aprons and Taxiways P e, oy 3.33% | 3.33% |
Road, Bridges & Culverts AT 3.33% | 10.00%
Building ~ Terminal AL e BN 3.33% 3.33% |
| Building - Residential | ) s5%il 3.33%  3.33% |
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[ - - Between T
Asset category Up to FY 2016 F:nf';on;!G Beyond FY 2018
L I 208 |
Boundary Wal! - Operatfona1 B 8% | 3.33% | _10.00%
Boundary Wall - Residential 5% - 3.33% | 10.00%
| Other Buildings 8% 3.33% | 3.33%
Computer - End user 20% 16.67% 33.33%
-_Computer - Servers and networks 20% 16.67% | 16.67%
Intangible Assets - Software 20% 20.00% 20.00%
| Plant & Machinery 5 Ak 11% 6.67% 6.67%
| Tools & Equipment A 20% 6.67% 6.67%
Office Furniture L 20% 10% 14.29% |
Furniture & Fixtures: Other Than Trolley e 20% ) 10% 14.29% |
Furniture & Fixtures: Trolley 20% 10% - 33.33%
[Vehicles U 1a% | 12.50% 12.50%
Vehicles - car and jeep Y YW 14% 12.50% B 12.50%
--_E1_ectr|cal Installatlons - hon solar \ % '-11% 10.00% 10,OQ°‘EI
E!ectrlcal Installatlon_s e _sp!ar ,NA NA B 4% |
Other Office Equipment liB%w [ 2000% |  20.00%
X Ray Baggage System " 11% 6.67% 6.67% |
CFI'fFir_e Fighting Eguipme:nt_' TTHASTEE ,..:TB% 6.67% 6.67% i.

The depreciation expense as per revised rates is presented in the table

below.

Table 26: Depreciation proposed by the Aurhor__y

Pre control

Final (figures in INR crores)

N

ontrol period
Particulars | regulatory perlo__d. S : Q il
FY Y shesiald FY; ' F Y EY“i ' - FY FY
2017 : .2018 | 2019 | .2020 2021 2022 2023
Depreciation | 11,818 W @20 | 1451 ¢ W e18,5 |® 12.5 . 10.3 10.2
Issue 2:

9.19

The Authority has carefulty examined the comments received from FIA

regarding application of Companies act 2013 ahd AERA order 35/2017-
18 while calculating depreciation on opening RAB. The depreciation
order no. 35/2017-18 & schedule II of Companies Act, 2013 has been
followed in calculation from FY 2017 onwards in accordance with the

said orders. -

Decision No. 7: Regarding Depreciation

7.a.

7B

for the 1% control period.

Order no. 45/2018-19

The Authority decides to adopt deprematmn rates as per Table 25
above for the 1% control period. .
The Authority decides the depr:égiéftlon amounts as per Table 26 above
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10.

16:1

Regulatory Asset Base for the 1% control period

AAI has submitted RAB for the 1% control period as follows:

Table 27: RAB for the 1** control period as per AAI’s submission (figures in INR crores)

S, Particulars Pre-control regulatory Control period |
No. period |
FY 2017 FY 2018 FY FY FY FY | FY |
2019 | 2020 | 2021 | 2022 2023
A Opening RAB © 93.39 82/47+7,83.42 | 119.54 | 166.25 | 149.07 | 135.02 |
B Capitalizations 112 K 13’26 5@ 62| 62.96 0.00 0.85] 0.00 |
C Disposals - | GENSEN b = - = - |
D Depreciation 12.04 “Lr12/307 14 50- 16.25| 17.18 | 14.90| 14.77
E Closing RAB 82.47 83.42. _1_19.._.5_.4 166.25 | 149.07 | 135.02 | 120.25
F Average RAB 87.93 82 94 | '101.5 | 142.9 | 157.7 | 142.0 | 127.6

t
i

Authority’s Examination at cahsmgat‘io*n Stage:

10.2

10.3

10.4

The Authority has duly emﬁmmed éaﬁﬁ element of RAB in the previous
chapters. The Authority proposed to .adopt the Initial RAB as per Table
14, the capital expendittires “in "accordance with Table 16, and the
depreciation amounts in accordance with Table 21.

As discussed in paragraphs 5.7 to 5.10 of this paper, the Authority
proposed a terminal area ratio of 5.62% till 31/03/2019. Beyond this
date, the Authority proposed to consider the same as 9.74%. Due to
this, the closing RAB,of FY 2019 and.opening RAB of FY 2020 will not
be equaly

Combining all its propositions, RAB to be considered by the Authority
for determination of aeronautical tariff for the 1% Control Period in
respect of Indore Alrport is:as follows:

Table 28: RAB for the 1* control périod, after Authasity’s. exammanon - Consultation Paper (figures

in-INR crores)

s
Order no. 45/2018-19 ( Z

S Particulars | Pre'CO"g‘::iLZQUIBtOW Calitrol gatiod |
0.

§ Jraose | Erans s0de’ | ‘acxe | mozs | 2oss | soxs
A Opening RAB 92.13 81.20 82.15| 116.39 | 165.21 | 152.23 | 142.38
B Capitalizations 1.12 13.26 50.62 62.96 0.00 0.85 0.00
@ Disposals 0.00 0.00 0.00 0.00 0.00 0.00 0.00
D Depreciation 12.05 12.31 14.49 14.14 12.98 10.70 10.57

| E Closing RAB 81.20 82,15 | 118.28 | 165.21 | 152.23 | 142.38 | 131.81
F Average RAB 86.67 81.68 | 100.2 | 140.8 | 158.7 | 147.3 | 137.1

/""‘i“ 1, 7 ‘
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The Authority had proposed the following regarding average RAB

e The Authority proposed to consider average RAB for the 1* control period
for Indore airport as per Table 28.

Stakeholder comments
10.5 Federation of Indian Airlines (FIA):

Authority has broadly relied on Indore airport’s submission on
allocation of assets betwéen deronautical and non-aeronautical

_ without considering: a) technical-study by independent agency
and b) normative approach parameters

FIA submits that the Adthority has broadly relied on AAI's submission
on Allocation of assets ibetween Aeronautical and Non-aeronautical
without considering: a) 'Qeshnlcal $tudy by Independent agency and
B) Normative approach péramel;er;s;

Further, FIA submits that the E)eprec:atlon for control period has been
computed on the basig§ of ‘order 35{2@17 18. However, Authority has
taken a conservative appfroach oh uSeful life for Buildings and Aprons.

Asset allocation HHd 3 i:_-';

FIA submits that as per para 5.2 of the Consultation Paper, the
Authority has allocated the common assets in opening RAB as at 01
April, 2016 into aeronautical and non- aeronautical terminal building
FIA submits that in relation to the opening RAB, the Authority has
proposed allocation of assets from 01 April 2016 to 31 March 2019 as
mentioned in table 20.0f CP 27 which is-presented in appendix 1 of our
report. Similarly, for ai!ocatlcm of 'assets between 01 April 2019 to 31
March 2023, allocation ratio’ has been menttoned in table 12 of
Consultation Paper.

As per Para 5.10, FIA understands that.the Authority has observed
that existing non,; aeronautical area to total area is on lesser side
when compared ‘towother AAI airports “of similar nature. However,
Indore airport has entéred into new agreements with retail and food &
beverage vendors w.e.f. from 01/04.2018, which will lead to better
utilization of terminal building for non-aeronautical purposes.

However, considering new retail and F&B stores will take some time to
reach full potential, Authority proposed to non-aeronautical area
allocation ratio to be revised from existing 5.62% to 9.74% w.e.f.
01/04/2019.

Given the criticality of allocation of the airport assets between
aeronautical and non- aeronautical-p~-a. shared/hybrid till approach,
FIA submits that the Authorltyfihbuld rention the allocation ratio of
additions to RAB. However,-«s ra’c:o should be supported by an
independent study. .; # |

.' _ ﬁ,!
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Without prejudice to the above, FIA submits that if an independent
study cannot be conducted due to paucity of time, it is submitted that
Authority consider aero allocation of 80% as per Proposal 6(a) of CP
5/2014-15 “In the matter of Normative Approach to Building Blocks in
Economic Regulation of Major Airports” for the first control period and
true up the allocation ratio based on independent study in the second
control period.

Authority’s examination of stakeholder comments

10.6.

10.7.

The Authority has noted theycomments from FIA regarding allocation
ratios for RAB. FIA has- éuggesﬁed the.following:

e The Authority should cenduct an independent study for
allocation of RAB..

e The Authority should cqnslde;' this ratio as 80:20 for initial RAB
as well as for proposed ca‘pitai additions.

The Authority is of the wew‘ that arr independent study on allocations
of assets may be t:onduc__d dependmg upon the size, scale,
complexity, and multiplé‘ownerships ‘of overall assets to ascertain the
aeronautical part. The_-Authority. exercised its own diligence and
sought necessary clarifications from AAI to form its view on the
admissible part of the overall assets towards RAB. For the current
Control Period, the Authority is not persuaded to conduct an
independent study.

Regarding the actual allocation ratios for initial RAB, the Authority has
provided detailed justifications for the ratios considered. These can be
found on' Page 13, Table”8 of the Consultation Paper, which are
reproduced in this Order as well.

Based on the changes made in Regulatory Asset Base post
suggestions from/ stakeholders, the Authority decides the following
RAB schedule for the 1st control period{in respect to Indore Airport.

Table 29: RAB for the 1° control period after Authority’s examination - Final (figures in INR crores)

I| 5 | Pre-control regui::ti)gz | Catitrol pericﬂ
g Particulars P! !
No. FY 2017 FY 2018 FY FY FY FY FY
2019 2020 2021 2022 2023
A Opening RAB 92.13 81.20 82.6 | 117.2| 166.6 | 154.2 144.7 |
B Capitalizations 1.12 13.26 50.62 62.96 0.00 0.85 0.00 |
C Disposals 0.00 0.00 0.00 0.00 0.00 0.00 0.00 |
D Depreciation 11.8 12.1 14.1.).. 13,5 12.5 10.3 10.2 |
'E | Closing RAB 81.4 82,61, 119,1'|71166.6 | 154.2 | 144.7 | 1345
'F | Average RAB | 86.78 82.02(| /98.72 | 137.75\ 156.40 | 145.61 | 135.97 |
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Decision No. 8: Regarding average regulatory asset base

8.a. The authority decides to consider average RAB for the 1% control
period in respect of Indore Airport as per Table 29.

S
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11. Fair Rate of Return (FROR)

11.1 AAI has considered Fair Rate of Return (FRoR) as 14% at par with the
decision taken by the Authority for other AAI airports, including
Kolkata, Jaipur and Trivandrum, among others.

11.2 AAI has submitted that all financing activities are undertaken centrally
at the corporate office of AAL. The funds are apportioned among
airports by the corporate offjee:-

L .5

Authority’s Examination at Consultation Stage:

11.3 The Authority has recognized that AAI’s capital structure may not be
regarded as an efficient one in that it doesn’t optimize the cost of
funds from a regulatory 'pé‘rs"p"éqti e, The Authority desires that the
FROR allowed to AAI should come idown over a period of time by
optimizing capital gearmgs The - At\lthonty may also consider a
normative capital structure detenmlne the FRoOR at a later date. It
may not be reasonable to" expeét ~AAI to contract large amounts of
debt over a short period oftimng. 5

11.4 The Authority notes that as per a study conducted in respect of the
‘Fair Rate of Return Estimation for AAI’ in July 2011, it estimated a
figure of 14.96% as Fair Rate of Return for AAIL. The Authority notes
that it has considered FRoR at 14% for other AAI airports considering
the recommendations of another study done by NIPFP,

11.5 Based on.the above; the Authority proposed to c¢onsider FRoR at the
rate of 14% forsIndore Airport forsthe 1% control period as submitted
by AAI.

11.6 The Authority did not receive comments from stakeholders for this
chapter.

@
Decision No. 3: Regarding Fair Rate of Refurn

9.a. The Authority decides to consider FRoR at 14% for Indore Airport for
the 1% control period.
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12. Non-aeronautical revenue

12.1 AAI has forecasted revenue from services other than aeronautical
services as below.

Table 30: Non-aeronautical revenue projections as per AAI (figures in INR crores)

12.2 The growth rates

below,

Table 31: Growth'rates assumed b v AAlfor non-aéronaliticalrevenue

Pre control & i ‘
regulatory ontrol period
Particulars period :
FY | FY./|5 &Y | FY FY £y Fy
2017 |/2018'| 2019 [ 2020 | 2021 | 2022 | 2023 |
1. Trading concessions CA AL ARy '
Restaurant / snack bars 0.34| 0.38] 620 6.82 7.50 8.25 9.08
Retail and other stalls 0.39 | 060 | 1 3.59 3.59 3.94 4,34 4.77
Hoarding & display 3.38| oj55/ " Q61 0.67 0.74 | 0.81 0.89
2. Rent and services { ¥ '
Land leases 1.05 | 075" 5. 0.75 0.75 0.75 0.81
Building (residential) 0.02 | ["o:0 N0.02 0.02 0.02 0.02
Building (non-residential) 1.27 | G Sl  1.47 1.61 1.77 1.95
| 3. Miscellaneous o
Car rentals 0.58 | JO5E| ] Bl 0.67 0.74 0.81 0.89 |
Car parking 0.76 1.98 2,18 2.40 2.63 2.90 3.19
Admission tickets 0.33 0.23 0.26 0.28 0.31 0.34 0.38
Other income 0.39| 0.45 0.47 0.50 0.52 0.55| 0.57
| Total 8.53 | 6.73| 16.02| 17.16| 18.78 | 20.55| 22.56

Control period

IS FY 2019 .| FY2020 | FY2021 | Fy2022 | FY2023
1. Trading concessions . 'RY A
Restaurant / snack bars Bottom up 10% 10% 10% 10%
Retail and other stalls Bottom up 0% 10% 10% 10%
Hoarding & display 10% 10% 10% 10% 10% |
2. Rent and services
Land leases 0% 0% 0% 0% 7.5%
Building (residential) 5% 5% 5% 5% 5%
Building (non-residential) 10% 10% 10% 10% 10%
3. Miscellaneous
Car rentals 10% | .- 10%- 10% 10% 10%
Car parking 10% ] T—10%}. . 10% . 10% 10%
Admission tickets 10% |/ .- Ny 10% 10% 10%
Other income 5%, 5% 5% 5%

“, !_g.
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Control period

Particulars
FY 2019 FY 2020 | FY 2021 | Fy 2022 | FY 2023

Total

138% 7% 9% | 9% 10%

Authority’s Examination at Consultation Stage:

12.3 The Authority examined the non-aeronautical revenues for FY 2017

12.4

12:5

and FY 2018 from the trial balances of the respective years submitted
by AAI. There were two, lrmanbes where revenues from ANS services
were included as part Qf non aeronag;trcal revenues.

a) In FY 2017, under“Bundmg (res:denhal), the Authority observed
that revenue amounting; tb INR 0.54 lakhs pertaining to ANS
services was included,

b) In FY 2017, under ‘ﬂ?dm[Ssaon tlckets the Authority observed that
revenue amountmg t@ INR 1 72 'If.akhs pertaining to ANS services
was included. e

Because ANS services- are cpn&ndered separate from airport
operations, the Autho“rﬂfy proposéd to exclude these from non-
aeronautical revenues. Other than the above two instances, the
Authority found the revenue figures to be in line with the trial balances
for FY 2017 and FY 2018.

On examination of the trial balances for the two historical financial
years as mentioned.above, the Authority observed that revenues from
hoarding ;and-display-for EY. 2017-18.were .understated by INR 5.26
crores. AAl'earned INR 5.81 crores from this revenue stream, instead
of INR 0.55 crores, as pér the multi-year tariff proposal by AAI. This
has a bearing on the projected revenues of all years of the control
period for this revenue: stream; which.stand increased due to the
growth rate being applied on.a higher base.

Retail and other stalls: The Authority observed that AAI did a
bottom-up projection for revenue from retail and other stalls for FY
2019. Upon examination, the Authority found that with effect from FY
2018-19, AAI has entered into three new concession agreements for
retail and other stalls. These new concessions replaced the previous
retail operations at the airport.

a) For retall outlets, AAI awarded a master concession to develop,
market, setup, operate, mamtaln and manage multiple retail
outlets at Indore alrporﬂt” ﬂ‘jjk,.,‘cﬁngesslon includes a minimum of
two international brar;{t o,utiets and*one domestic brand outlet. The
concession was appllc?rble W|th efféct from 1* May, 2018 and

applicable for 7 years; (The cpncessm fee was decided as INR 30
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b)

c)

lakh per month, or a certain percentage of net sales, whichever is
higher. Further, this would increase by 10% each year. The
Authority notes that it is not possible to forecast the actual sales
at the retail outlets. Therefore, the Authority proposed to consider
the minimum monthly guaranteed amount of INR 30 lakh per
month to forecast the revenues to AAL

AAI awarded a concession to set up hotel reservation counter at
Indore airport. The commercial terms indicated an inflow of INR
2.21 lakh per month to: AAI 'ThIS was applicable with effect from
1** May 2018. :

AAI awarded a cohc'é's'é'ion to: sét‘ -'up a smoking Ibunge at Indore
airport. The commetgial térn"ls indicated an inflow of INR 0.35 lakh
per month to AAI This WaE appllcable with effect from 1% Feb
2018.

4

The bottom-up prO]ectn:ans for FY 2019 pertalnlng to retail and other
stalls, as proposed by AAI _a-n’d‘fveriﬂed by the Authority has been

given in the table below.::

Table 32: Revenue from;{f_efqaH-.and-gsfhgh;staﬂs for FY 2018-19
SN AT N Y

L Particulars Working (Ih?l?grl:)'::;s)
I‘ Retail outlets iygf/%;a/iéréfger month from 01/05/2018 3.30
'. Hotel reservation counter E)i\ﬁoi‘./élollzk?op;lr fg:_? /nztglfgrom 0.24
' smoking lounge | e, ,3250;3;;‘;;; /g;;;tglgom - 0.04
| Total .~ | LS | . 3.59

The Authority observed that for FY 2019-20, AAI projected a revenue
of INR 3.59 crores, which was similar to the projections for FY 2018-

19,

This was found to beé erroheous. The Authority proposed to

increase the projections forFY 2019-20 by 10%, in line with the terms
of the concession agreements. This led to increase in projected
revenues of all years of the control period. The revenue projections for
FY 2019-20 are given in the table below.

Table 33: Revenue from retail and other stalls for FY 2019-20

[ . ‘ . Amount |
Particulars ) Workmg (INR crores) |
Retail outlets INR 30 lakh * (1+10%) * 12 months 3.96 |
| Hotel reservation counter INR 2.21 lakh * (Mi@%) * 12 months 0.29
_Smoking lounge INR 0.35 Ial-;h ’(\(11;10%) *.12 months 0.05
l Total /. % 4.30
[ & ‘7 TPy ‘\_ X
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12.6

12.7

12.8

Revenue from restaurant / snack bars: The Authority observed
that AAI did a bottom-up projection for revenue from F&B outlets for
FY 2019. Upon examination, the Authority found that with effect from
FY 2018-19, AAI awarded a master concession to develop, market,
setup, operate, maintain and manage multiple food and beverages
outlets at Indorec airport. The concession includes a minimum of one
international brand outlet and one domestic brand outlet. The
concession was applicable with effect from 1% April, 2018 and
applicable for 7 years. The concession fee was decided as INR 51.66
lakh per month, or a certainpercentage of net sales, whichever is
higher. Further, this woﬁi@l itﬁ"c‘:reaae"by 10% each year, The Authority
has found the prOJecttons to-be in line with the new agreement. The
Authority notes that it s not possmle to forecast the actual sales at
these F&B outlets. Theréefore, ‘the Authority proposed to consider the
minimum monthly guaranteed amount of INR 51.66 lakh per month to
forecast the revenues to A*AII (1] ]

For revenues from all; "dt’ﬁ'é .SdUFffés, the Authority examined the
commercial agreements that ANL has entered into with various parties,
and found the prOJectldnl, ,..ta be in: rre with these agreements.

The revised growth ratgs-as;ger| Authontys examination have been
presented in the table below.

Table 34: Growth rates in non-aeronautical revenue considered by the Authority

Control period |
HAree FY 2019 | Fy 2020 | Fy 2021 | FY 2022 | FY 2023

1. Trading concessions — . ' N
Restaurant / snack bars" Bo‘j:t__bm up | 10% 1f0% : 10% 10%
Retail and other stalls Bottom up | 10% T 10% | 10% 10%
Hoarding & display 10% 10% 10% 10% 10% |
2. Rent and services ] '
Land leases 0’% 0% |4 0% 0% 7.5%
Building (residential) 5% | 5% | 5% 5% 5% |
Building (non-residential) 10% 10% 10% 10% 10%
3. Miscellaneous
Car rentals 10% 10% 10% 10% 10%
Car parking 10% 10% 10% 10% 10% |
Admission tickets 10% 10% 10% 10% 10%
Other income 5% 5% 5% 5% 5%
Total 82% 11% 10% 10% 10%

12.9 The revised non-aeronautical r,ever'j‘fr{e%a% per Authorltys examination

have been presented in the ta’ﬁf()é,bei
/’ S A
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Table 35: Non-aeronautical revenues proposed by the Authority — Consultation Paper (figures in

INR crores)

Pre control ! )
regulatory Control period
Particulars i period i ;
FY FY | FY Fy | Fy FY FY
2017 | 2018 2019 | 2020 | 2021 2022 | 2023 |

| 1. Trading concessions |
| Restaurant / snack bars 0.34 0.38 6.20 6.82 7.50 | . 8.25 9.08 |
| T.R. stall 0.39 | 0.60¢:7359 4.30 3.94 4.34 4.77 |
| Hoarding & display 338 581} 7640 [ 7.04 7.74 8.51 9.36 |

‘ 2. Rent and services A ok s |

Land leases _ 1.05| 0.75] 075 0.75 0.75 0.75 0.81 |
' Building (residential) 0.01 | 0:02//14:0:02¢; 0.02 0.02 0.02 0.02 |

Building (non-residential) 1.27 | 120[V 1138 1.47 1.61 1.77 1.95 |

3. Miscellaneous

T 1
I . |

0.58 | 0,55 |/ 0.67 0.74 0.81 0.89 |

| Car rentals 04

| Car parking 0.76 | 198 b . 2.40 2.63 2.90 3.19 |
 Admission tickets 0.33 | 1023 T 028] 031] 034] o0.38]
' Other income 0.39 | ‘05| 0:47{" 0.50 0.52 0.55 0.57 |
Total 8.50 | 11.99 | 21.80 |} 24.24| 26.56 | 29.11| 31.98

\’ FE 'C icl

The Authority had proposed the following regarding non-aeronautical
revenues

e The Authority proposed to consider non-aeronautical revenues for the 1
control period for Indore airport in accordance with Table 35.

Stakeholder comments

12.10

Federation of Indian Airlines (FIA):

Conservative view of authority has been taken for projecting
non- aeronautical revenue growth rate, Non-aero revenue per
passenger is on a constant decline over the control period.

Issue 1: Conservative approach while projecting growth in non-
aeronautical revenue

FIA further submits that increase in non-aeronautical revenue is

~ function of increase in terminal building area, passenger traffic growth,

Order no.

inflationary increase and real increase in contract rates. Despite all
these factors increasing during the control period, on examination of
the non-aeronautical revenue projected for the first control period by
Authority, it was noted that a conservative approach has been taken
by the Authority.

Further, as per agreement entereq.by-AAI Wlth various vendors, eight
non-aeronautical revenue str’ear;ffs (r;ga'rma'h?L restaurant/snack bar, T.R.
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stall, hoarding & display, car rentals, car parking, building-
nonresidential, duty free shops and admission tickets) which
contributes 95% of total non-aeronautical revenue for first control
period, year on year 10% increase has been proposed by Authority
between FY20 to FY23. As per

Para 10.5, 10.6 & 10.7, we understand that Authority has verified the
agreement in respect of escalation terms for key vendors.

FIA submits that as per Table 2 of Consultation Paper, Indore Airport
had registered domestic_passenger growth over 5 year CAGR is 16%.
However, as per table 5:of the Consgltation Paper, on a conservative
basis, passenger growth over the contrel period has been projected to
be 15% p.a. As per Para 10.5 & 10.6, Authority noted that new
contracts entered with retail outlets wherein concession fee is based on
certain percentage of net'sales or INR 30 lakhs per month (minimum
guaranteed amount) whlchevér is! 'hlgher On comparing the passenger
growth rate with the esca!atloﬁi c!aUses in agreement, we analyzed that
escalation clauses as per: agreements is ¢.10% during FY19 to FY23,
which is lower than year on year projected passenger growth over the
control period. Therefore; ‘non- aeronautical revenue per passenger was
analyzed for each year of the first .control period and a decreasing
trend was noted in the same, which ¢learly indicated that the Authority
has taken lower growth rate projections/conservative view for non-aero
revenue.

As per Para 10.4, FIA understands that revenue from hoarding and
display for FY18 were understated by 5.26 crores. Authority has
revised figures for FY18 to INR 5.81 crores from INR 0.55 crores and
growth rate_is_applieds for projecting ingome_in_first control period.
However, Authaority did not méntion the basis of taking 10% as growth
rate for the first eontrol period.:

FIA further submits that as per clause 5.6.1 of the AERA Guidelines,
the Authority's review of forecast of reventes from services other than
aeronautical services may include scrutiny of bottom-up projections of
such revenues prepared by.the Airpért 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 investment plans that have implications for such activities.

However, FIA’s review of the Consultation Paper indicated that for the
purpose of determining Non-Aeronautical Revenue, Authority, rather
than evaluating non- aeronautical revenue in detail as per AERA
Guidelines to consider the impact of inflationary increase and real
increase while projecting these Nerr HET’O¢evenue has relied on ad hoc
growth rate and basis prowded wﬂlﬁd’erﬁ Ag‘port

FIA submits that Authority’ s ould f‘e cc;nsiger‘ growth rates for non-
aero revenues so as to keep them in Jlné with the growth in

\ /
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passengers. Further, Authority has not commented on the real
increase, inflationary increase and passenger traffic based increase for
the growth rates proposed for the first control period. Since, each of
them affect the non-aeronautical revenues, FIA submits that the
Authority should re-evaluate the growth rates for non-aeronautical
revenue basis a consultant study. However, for the purpose of the
order, FIA submits that the Authority should consider 16 % YoY growth
(being 5-year passenger growth CAGR) in non-aero revenue during the
control perlod except in case of long term contracts where YoY
escalation is agreed. (2N

FIA submits that AuthQTiW Shﬂu!d direct AAI to enter into contracts
where an escalation ‘clayse .is. _I_m_Kﬁ,d with passenger growth and
propose true up in secoﬁd contr"ci]"périt)d based on actuals.

FIA submits to Authority,if the capitallzatlon for new terminal building
is done in FY22, then the! Authdrzﬁy should reconsider the growth rates
projected in FY 22 & FY 23/ ds new contracts will be entered with
various vendors which WIII lead t@ hlgher non- aeronautical income.

Issue 2:-Decline in rqvensue "'rgm‘ T':R Stall in FY21

As per Para 10.8, FIA unders ands that income from retail and other
stalls will increase by 10%: In-FY21. However, in FY21, income from
T.R. Stall has declined by 8%. No reason has been explained for such
decline. Hence, it is submitted to Authority to rectify the non-
aeronautical income for FY21.

Authority’s examination of stakeholder comments

The Authority has earefully examinedsthe comments received from FIA
regarding thernon<aeronautical revenue' projections. The Authority
notes that FIA has cemmented on two issues; Authorlty s position on
each of these two issues is stated below:

12.11 Issue 1: Conservative approach adopted for projections

The Authority notes that FIA suggests a growth rate in line with
passenger growth rate for those non-aeronautical revenue streams for
which long term agreements with vendors do not exist. The Authority
evaluated each of such revenue streams. The observations thereon are
discussed below:

FIA has compared growth in non-aeronautical revenues with the
passenger growth. From this comparison, FIA has suggested that the
passenger growth is assumed at 15%, whereas the growth in most
non-aeronautical revenue streamsg&assumed at 10% from FY20 to
FY23, which is less than the rowt‘h‘ I passenger traffic. However, this
comparison has not taken mt@zcc/m_l;t f\‘re, gr’owth in non-aeronautical
revenues from FY 2017- 18at;o Y ZOiB 19, Wthh have been projected
to grow at 82%. When th;\s rowth/ IS COn51dered then the growth in

> ‘*s }
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non-aeronautical revenues over five years averages 21.7%, which is
more than the passenger growth rate. Doing a selective comparison by
excluding the first year of the control period is not appropriate.

FIA has also suggested a higher proportional increase in non-
aeronautical revenues during the last two years of the control period,
when a new terminal building is being assumed to be operationalized.
In this regard, the Authority expects a minor off-take in terms of non-
aeronautical revenues for the last year. Considering that the building is
assumed to be operational only:fer half of the year, and that setting up
new outlets (retail and food:&: bevej'ages) will take time, the Authority
decides to keep the growth rates uhthaﬁged

Issue 2: Decline in revenue ﬁ‘am T R. Stall in FY21:

The Authority has duly notéd t;he Gomments received. by FIA in this
regard. The Authority hereby tlarlﬂeis that the revenue from T.R. Stall
will increase by 10% in FY21 and the 'suggestion is being incorporated
into calculations for nonvaeroneumcal revenue. Table no. 33 below
outlines the said changes.__r___;_ : -

Table 36: Non-aeronautical revenues prgggsséf by ,-!;ﬂe__;é‘d_gthon’ty - Final (figures in INR crores)

Pre control
regulatory
period

Control period

Particulars
FY FY FY FY FY FY FY
2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023

1. Trading concessions

Restaurant / snack bars | | 0.344% 0.38.] | 6.20 | =6.82| | 7.50 8.25 9.08

T.R. stall 0.39 |7 0260 3.59 4.304 = 4.73 5.20 5.72
Hoarding & display 3.38 5.81 6.40 7.04 7.74 8.51 9.36
2. Rent and services , '

Land leases 105 azs| [0.75| /075 0.75 0.75 0.81
Building (residential) 0.0 002 [0.02] / 0:02 0.02 0.02 0.02
Building (non-residential) 1.2 i 1.33 1.47 1.61 1.77 1.95
3. Miscellaneous

Car rentals 0.58 0.55 0.61 0.67 0.74 0.81 0.89
Car parking 0.76 1.98 2.18 2.40 2.63 2.90 3.19
Admission tickets 0.33 0.23 0.26 0.28 0.31 0.34 0.38
Other income 0.39 0.45 0.47 0.50 0.52 0.55 0.57
Total 8.52 11.99 21.80 24.24 26.56 29.11 31.98

Decision No. 10: Regarding non aeronautlcal revenue

f‘} I
10.a. The Authority decides to cons,nff’/ Em«éiérohautlcal revenues for the

1% control period in accordanqe ith Tablé\mo 36 above.
/&
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13. Operation and maintenance expenditure

131

13.2

13.3

13.4

13.5

Operation and Maintenance (O&M) expenditure submitted by AAI is
segregated into the following:

a) Payroll expenses,

b) Admin and general expenditure,

c) Repair and maintenance expenditure,

d) Utilities and outsourcing expenditure, and

e) Other outflows, i.e. collectlon charges on UDF

The expenses related to Carg@, AAIGL&S ANS and CISF security have
not been considered by A"AI

AAI has segregated the expe‘hSés into aeronautical expenses, non-
aeronautical expenses, an common expenses. The common expenses
have been further segregated fa} o ‘aeronautical and non-aeronautical
on the basis of relevant Iﬁtios e ©

AAI submitted that the aiio_
individual airports has been’ ctone,

I@f CHQ/RHQ expenses among
‘the basis of revenue.

The summary of aeronaw:ECa} ex’p"»e'h'é;‘es proposed by AAI for the 1%
control period has been presented in the table below:

Table 37: Operation and Maintenance (O&M) expenditure (in INR crore) as per AAI

Particulars Pre control Control period
regulatory
YB.el; od
FYu [Se FY FY | FY FY FY FY
| [12017 . 2018 | 2019 ggzo 2021 | 2022 | 2023

Payroll expenses - non 9.679(,110.75 [+ 12.83 || ©.13.45 |t 14.12 14.83 15.57
CHQ/RHQ i : ' .
Payroll expenses - 2.01 2.12 2:51 2.64 2.77 2.91 3.06
CHQ/RHQ
Administration and General 198, 291" | 299 3.50 3.85 4.24 4.66
expenses - non CHQ/RHQ T M L -
Administration and General 210 2.21 2,32 2.44 2,56 2.69 2.82
expenses - CHQ/RHQ
Repairs and maintenance 5.27 7.50 8.19 8.78 9.43 8.67 8.80
Utilities and outsourcing 2.71 2.99 3.01 3.04 3.07 3.10 3.13
expenses |
Other outflows - Collection 0.19 0.23 0.25 0.27 0.29 0.32 0.35
Charges on UDF ) |
Total 23.94 | 28.70 32.10 \ 34.11 36.09 36.75 38.39 |

13.6 The summary of growth rates assumed by AAI for the operation and

maintenance expenses have been presented in the table below:

Particulars

Table 38: Growth ram f'?;:;g‘i«AAI

*Control period

Order no. 45/2018-19
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FY | FY ry | FY FY
2019 | 2020 2021 | 2022 2023

Other outflows - Collection Charges on UDF

Payroll expenses - non CHQ/RHQ 19% 5% 5% 5% 5%
Payroll expenses - CHQ/RHQ 19% 5% 5% 5% 5%
Administration and General expenses - non 5 o B 0 o

CHQ/RHQ 3% 17% 10% 10% 10%
Administration and General expenses - o A o 5 n

CHQ/RHQ . 5% 3 5% 5% 5% 5%
Repairs and maintenance 9% 7% 7% -8% 2%
Utilities and outsourcing expenses 1% 1% 1% 1% 1%

S .-_8"3{9. 8% 8% 11% 11%

| Total

12% .. 6% 6% 2% 4%

13.7 Further, summary of allcmatfeh ef expenses between aeronautical and
non-aeronautical as proposed by AAI is given in the table below:

Table 39: AHocat:om of O&M expenses as per AAI

expenses-- CHQ/RHQ

Particulars Aqrénawi Non-aeronautical i
Payroll expenses - non S o on |
CHO/RHO __-_i96.5 o 3.5% |
Payroll expenses - CHQ/RHQ Wl 1/ 95% 5%
Administration and General ¥V iaiv 5
expenses - non CHQ/RHQ _ g 100% 0%
Administration and General HodHd o4 959% 5%

Repairs and maintenance 96% 4%

| expenses

Utilities and outsourcing

100% 0%

Charges on UDF

Other outflows - Collection

100% 0%

Authority’s Examination at Gonsultatlon Sta‘lge.

13.8 The Authority examarred the:trial balances for FY 2017 and FY 2018 to
ensure that the actual figures considered by AAI for these two years

were found to be c@naqstent _\_N[th_the‘tfrtal balances.

Order no., 45/2018-19

In the tariff determination model, the Authority observed that
repairs and maintenance expenses were found to be
underestimated by INR 4 lakh for FY 2016-17. The Authority
proposed to revise the same.

For FY 2017, an expense included in ‘Other outflows’ amounting
to INR 5.44 lakh pertained to ANS services. Because ANS
services are considered separate from airport operations, the
Authority proposed to exclude th' ense
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13.9 Regarding other outflows, the Authority observed that AAI has

projected two separate collection charges - collection charges on PSF
(FC) and collection charges on UDF. These are given in the table
below.

Table 40: Other outflows - Collection charges as proposed by AAI (INR crores)

Farticuiars 2017 | 2018 | 2019 | 2020 | 2021 | 2022 i 2023 |
(CF"é')ec“"” Chargss o PSP 0.19( 0.23| 0.25| 0.27, 0.29| o031| 0.33
Collection Charges on UDF - R L e @ = 0.01 0.02
Total 0.19 | 0.23 0.25{ 0.27 0.9 0.32] 0.35

Upon examination of théproposed tariff card, the Authority found that
with implementation of ‘new charges, AAI has proposed to subsume
PSF (FC) charges under the’ UDF charges as one single charge.
Therefore, projections of SU;;h Qutflows should be based on this one
single charge of UDF, and! nb‘t on twp separate charges. On account of
this, the Authority prop@&ed to -exclude INR 1 lakh and INR 2 lakhs
projected by AAI in éarlff}ye s 4 and 5, respectively from O&M
expenses. Accordingly, the e .pr@jectuons of other outflows, based
on revised ATM traffic prOJectlons are glven in the table below.

‘\ IJ‘-..\

Table 41: Other outflows - Collection charges as p; oposed by Authority (INR crores)

Particulars [

[ rY | FY | FY FY | FY FY FY
2017 2018 2019 2020 2021 | 2022 2023

Collection Charges on UDF ‘ 0.13 ) 0.23 0.25 0.27 0.29 0.31 0.33

Collection Charges on PSF [

(FC)

Total

0.13 | ~.0.23| 0.25] ©,27| 0.29| 0.31 0.33

13.10 The Authorlty. observed in.the tariff. detérmirqaati(m model that the total

utilities and outsourcing expenses did not include water and manpower
hiring charges, while the same should have been included as it is
actually incurred by the Airport. The Authority accordingly proposed to
include the same in utilities and outsourcing expenses.

13.11 The Authority examined the allocation of expenseé between

aeronautical and non-aeronautical. The Authority compared the
allocation proposed by AAI to its recent orders for other AAI airports. A
summary of these has been presented in the table below.

Table 42! Comparison of allocation of O&M expenses with other AAI airports

Order no. 45/2018-19

Expense category Indore Kolkata Jaipur Trivandrum
Payroll expenses - non CHQ/RHQ 96.5% 88% 94% 95%
Payroll expenses - CHQ/RHQ _95%ikis 1 10-88% 95% 95%
Administration and General expenses - non P & 5 .
CHO/RHO / },005/3' | T~%6% | 88% 94%
Administration and General expenses - /R S 0 9 8
CHQ/RHQ ! & 95 /0:-, & 35 Yo 90% 90%

i ' !
\ )
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Expense category Indore Kolkata Jaipur Trivandrum |
Repairs and maintenance 96% 89% 93% 97%
Utilities and outsourcing expenses 100% 91% 93% 98%
Other outflows - Collection Charges on UDF 100% 93% 100% 100%

13.12 The Authority observed that the Administration and General expenses -

non CHQ/RHQ were not allocated between aeronautical and non-
aeronautical. To ensure that these expenses are allocated between
aeronautical and non- aeronauthal in an appropriate manner, the
Authority examined them.in: detail These expenses comprise various
other sub-expenses. The Authorlty}made the following observations for
these sub-expenses: ‘.4 }

e ‘Upkeep expenses’ pEft-alih-'%tgs;—tgﬁé'.L‘erminal building, and hence are
proposed to be allocated in‘terminal area ratio.

e 'Office expenses’ perfalh" "tlo 'éx:pémses incurred in AAI’s office areas
at the airport. These are proposed to be allocated as per employee
f'ath {_:'_. ;_‘.".‘- .

e '‘Telephone expensag Farce p;rqppsed to be allocated as per
employee ratio. )

e 'Printing expenses’ are proposed to be allocated as per employee
ratio.

Refer Chapter 5 for details of these ratios. After incorporating these
changes, the overall allocation of administration and general expenses
(non-CHQ/RHQ) is. ‘proposeghto.be reVisedito. 96%:.

13.13 The Authority noted 100%: allocation of the utilities and outsourcing

expenses as aeronautical by AAIL The Authortty desired to have an
ideal allocation based on actual consumption by the non-aeronautical
avenues like stalls, kiosks etc. at ‘the .airport. In absence of data
pertaining to actual consumption by ‘such avenues, the Authority
proposed to consider 1% ofipower charges as non-aeronautical.

13.14 For allocation of payroll expenses (non-CHQ/RHQ), the Authority

Order no. 45/2018-19

observed that AAI considered an employee ratio of 3:83 in FY 2017-
18. However, as discussed in Chapter 5, the actual employee ratio for
FY 2017-18 was 4:81. Therefore, the Authority proposed to revise the
allocation of payroll expenses for FY 2017-18 on the basis of this
revised ratio.

""-—.
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Table 43: Allocation of O&M expenses as per the Authority

Particulars Aeronautical Non-aeronautical
Payroll expenses - non - 5
CHQ/RHQ 95% 5%
Payroll expenses - CHQ/RHQ 95% 5%
Administration and General

| 0, 0,
expenses - non CHQ/RHQ 96% 4%

| S N '

Administration and General 5 .

I expenses - CHQ/RHQ 95% 5%
Repairs and maintenance 96% 4%
Utilities and outsourcing | , 99% 1%
expenses 1S
Other outflows - Collection ) v i, o
Charges on UDF 2 _Tl_oo Yo 0%

13.16 The Authority examlned the grpwth rates considered by AAIL. For

payroll expenses, AAI has considered an overall growth rate of
approximately 19% for FY 2@;[9 ‘This was on account of revised pay
commission, which Is !aprp"c_able to employees of AAI. Upon
examination and consultation: with'AAI, it was found that the revised
pay commission was lmpleme teej by AAI in FY 2018 for executive
grade employees. Thé - optation for non-executive grade
employees is proposed to be dorie in FY 2019. Therefore, the Authority
proposed to consider &hat ‘the rgrewth in overall payout of non-
executive grade employees should be similar to the actual growth in
payout of executive grade of employees in FY 2018 based on revised
pay commission. The Authority found this to be an increment of
37.16% for non-executive grade employees. Based on the proportion
of employees in the two grades, the Authority has found the overall
growth of 19% in FY 2019 to be reasonable.

4|

13.17 AAI considered a .g'r@w?th rate of 5% i payroll éxpenses beyond FY

2019. AAI made a reviséd submission for a 77 growth rate in payroll
expenses, for consistency with other AAI airports. The Authority has
found the growth rate of 7%: to be-reasonable.

13.18 The repairs and maintenance expﬁ:ns;és i'.n'e_luded runway resurfacing

expenses. Details of this have been given in the table below.

Table 44: Runway resurfacing charges (INR crores)

Particulars FY FY FY FY FY FY FY

_ 2017 2018 2019 | 2020 2021 2022 | 2023

;?:::l:.u;ar]e;ash expense 738

Expense 1 3.26

Expense 2 0.77

Expense 3 .

To Jaé pb’a‘rged off in 5 years
| Incurred in FY 17 14647148 [~1,48 1.48 1.48 - -
" Incurred in FY 18 / ~F  G65] @e5| 0.65 0.65 0.65 4
]
Order no. 45/2018-19 |
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S — FY FY FY FY FY FY FY
gruce 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023
Incurred in FY 19 - - 0.15 0.15 0.15 0.15 0.15
Total expense 1.48 2.13 2.28 2.28 2,28 0.81 0.15

The Authority notes that these expenses are expected to provide a
benefit of 5 years, after which resurfacing of runway would be needed
again. Therefore, the expense incurred is spread over 5 years. The
Authority examined the commercial documents in this regard, and has
found the expense projected.to be reasonable. Moreover, because this
expense has reduced from/ FY 2022-onwards, there was a significant
decrease in implied ga*’QWth rate ﬁer pralrs and maintenance expenses
in FY 2022 (-8%). 3 .

13.19 The Authority examined: atitué:i"g"r‘ﬁw’th trend of expenses for the past
few years at the airport. Further the Authority examined a few
contractual agreements thh vendors on a sample basis to understand

the escalation dynamics:

‘On the. basis of these checks, the Authority
has found the consndereqli_,gngt ratesito be reasonable.

13.20 For other outflows, i.e., collection charges on UDF, AAI considered the
growth rate to be the samelas-that-of ATM traffic, The Authority found
the same to be a reasonable driver.

13.21 Based on above considerations, the Authority proposed the following
growth rates in operation and maintenance expenses.

Table 45: Growth rates in O&M expenses considered by the Authority

Control, period

T

Particulars ' Fy Y. | Fy FY FY
2019 | 2020 | 2021 | 2022 | 2023
Payroll expenses - non CHQ/RHQ 20% 7% 7% 7% 7%
‘Payroll expenses - CHQ/RHQ _ 20% | 4\ 7% 7% 7% 7%
gag}r;{l;téatlon and General expeﬁses _non 6% | 179 10% 10% 10%
éﬁ'g}rgagatlon and General expenses - 5% 5% 5% 5% 5%
Repairs and maintenance 9% 7% 7% -8% 2%
Utilities and outsourcing expenses 2% 2% 2% 2% 3%
Other outflows - Collection Charges on UDF 8% 8% 8% 8% 8%
Total 13% 7% 7% 3% 6%

13.22 After incorporating the above observations
revised O&M expenses have been presented in

Order no, 45/2018-19

by the Authority, the

the table below.
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Table 46: Operation and maintenance (O&M) expenses as revised by the Authority (INR crores)

Pre control B
regulatory Control period
Particulars period
FY FY FY FY FY FY FY
| 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023
| Payroll expenses - non .
CHQ/RHQ 9.67 | 10.62 12.78 13.65 14.61 15:63 16.72
Payroll expenses - ] |
CHQ/RHQ 2.01 212 2.54 2072 2.91 3.11 3.33
Administration and General oy [HTER <
expenses - non CHQ/RHQ gy 2""8-1-. X '-2'97.’ ; 243 284 4,22 4.63
Administration and General TG e~ 2
expenses - CHO/RHQ 2.10 [ . oy 21. : 232 2.44 2.56 2.69 2.82 |
Repairs and maintenance 5.31 7.501| 8197 8.78 9.43 | 8.67 8.80
Utilities and outsourcing Tl i W
expenses 2.81 3-.35, 341 3.48 3.55 3.63 3.73
Other outflows - Collection WAl {71k _
Charges on UDF 0.13 0.\;23“ 025 0.27 0.29 0.31 0.33
Total 24.03 28.‘82 3-'*2&46'. 34.82 | 37.18| 38.26 | 40.38

The Authority had proposed tha fo .'law g regardmg O&M expenses

e The Authority proposed to, consiger Q&M expenses for the 1st Control
Period for Indore Airport as pér Table' 46. " :

Stakeholder comments
13.23 Federation of Indian Airlines (FIA):

Without considering past trends,.productivity improvements
and cost drweré, the authority has aegepted the operating
expenditure submitted by AAI as is, which was forecasted on
very broad basis by Indore alrpbr‘t. Allocation ratio and basis of
allocation of gross operating expenditure has not been
mentioned by the authorltv

Issue 1: Reasonableness of operatlng expendlture

FIA submits that the Operating expenditure is one of the major
component for determining ARR (51% of ARR), hence, the Authority
should have evaluated these expenses in detail rather than accepting
projections and basis provided by AAI on an “as is”. Authority should
have scrutinized the expenses in detail instead of leaving it for true up
in the next control period.

As per clause 5.4.2 of AERA Guidelines, while reviewing forecast of

operating expenditure the Authorlty has to assess (a) baseline

operation and malntenance expefndityre based on review of actual

expenditure indicated in last’ audttérsl Aceounts and check for underlying

factors impacting vamaneé OVér the B‘réc ding year; and (b) efficiency

improvement with resla ct to ‘such casts! based on review of factors
ey
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such as trends in operating costs, productivity improvements, cost
drivers as may be identified, and other factors as maybe considered
appropriate.

FIA submits that considering the approach of the Authority for
reviewing the operating expenditure is not in line with provision of
AERA Guidelines, Authority should have taken independent analysis.

FIA submits that Indore Airport has already completed a significant
period of operations, hence benchmarking the costs would not be
difficult for the Authority, Therefgre, rather than truing up, price cap
should be mandated by the Authority for each of the operating
expenditures dependlhg on the evfalugtlen of past trends, cost drivers,
productivity movements;  future \expansions otherwise the Indore
airport would not make palpabt& efforts to contain the costs. This
would lead to additional burden erg the passengers for the next control
period. \

Issue 2: Bifurcation of expéndltu‘re into aeronautical & non-
aeronautical \ N

As per Para 11.13, certa 2 exnendi,ture have been considered tentative,
no data is available by virtue of which Authority ought to have done
proper analysis. Authority ©ught to/ have sought the information for the
purpose of computing the ratios. Hence, the present ratios does not
have any basis and is tentative, which depicts a very lenient approach
of the Authority.

FIA submits that allocation of the operating expenditure between
Aeronautical or Non-Aeronautical categories is critical under Shared
Till approach. Howeéver, till the time study is conducted, FIA would
like to highlight aero aIJocathh ratio propgsed as per CP 5/2014-15
of Normative approach of 80% should be:used, hence it is
submitted that aero expenditure should be considered at 80% for
the first control period.

Authority’s examination of stakeholder comments

The Authority has carefully.examined the comments made by FIA for
operation and maintenance expenses. FIA has raised two issues.
Authority’s examination of these is discussed below.

13.24 Issue 1 - Reasonableness of expenses:

FIA has suggested a separate independent study for determination of
efficient operating and maintenance expenses. In this regard, the
Authority would like to state that it carefully examines the requirement
of an independent study ws-,g vis its own diligence based on size,
scale, complexity, and !n\(,@wemeﬁt‘of multiple agencies in provision of
airport services / opera‘t 5. Havi Q refully examined the proposals
submitted by AAI an sought ne eogary clarifications from it, the
Authority has procepde{:i

With iwn d’llgence
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13.25 Issue 2 - Bifurcation of expenditure into aeronautical and non-
aeronautical:

FIA has commented that allocation of certain expenses have not been
discussed in the consultation paper, thereby implying that the
allocation has been done without any basis. However, the Authority
undertook a careful assessment of allocation for all expenses. These
are discussed below:

+ Payroll expenses (CHQ/?E;HQ)

o For allocation . of"; paﬁ’frﬂll expenses (CHQ/RHQ), the
Authority: used. that ‘actual employee ratio of aero and
non-aero empibyees “This ratio was 4:81 for Indore
Airport for the year FY 2017-18

e Administration and ganenal expenses (CHQ/RHQ):

o First, the Authorlty compared the allocation of these
expenses with other AAI'airports. Refer Para 12,10 of the
consultation paper 'anarlng with similarly placed other
AAI airport{s, all _-:;.'of administration and general
expenses was" pr*opesed at 96%.

o Second, the--Authority| examined the Trial Balance
provided by AAI for these expenses. The Authority
observed that all common expenses were allocated on an
actual basis, or through an appropriate ratio. For
example, common office expenses pertaining to
administrative block were allocated in integrated office
building ratio of 10:72. Similarly, upkeep expenses were
assessed on an .individual“basis and allocated as per
actual use derived out of such expenses. On an overall
ba_sms_ 8% of upkeepuexpenses were rallocated to non-
aeronautical, mostly based on terminal area ratio.

e Repairs and maintenance expenses:

o First, the Authority compared. the allocation of these
expenses with other AAT airports. Refer Para 12.10 of the
consultation paper. Comparing with similarly placed other
AAI airports, allocation of repairs and maintenance
expenses was proposed at 97.5%.

o Other than this, the Authority assessed the Trial Balance
provided by AAI for repairs and maintenance expenses.
Individual items were checked for the appropriateness of
their allocation. For example, repairs and maintenance
expenses pertaining to terminal building were allocated as
per termlnaj_ar,ag ratio. Expenses pertaining to residential
quarters;wer€ aliotated as per quarter ratio. Expenses at
comp etplﬁ’égronaqttc | places were not allocated.

F ] J
b a/ g/_/“5 .
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¢ Other outfilows:

o These expenses pertain to charges paid by AAI to airline
operators for collecting UDF from passengers. These are
purely aeronautical expenses and hence no allocation is
needed.

FIA has further suggested a ballpark ratio of 80% for allocation of
expenses. In the absence of any reasonable justification to do so,
the Authority demdes to nﬁt G’Ermmder this suggestion.

FIA has also suggested that the Authonty should conduct an
independent study to ‘determine. allocation of expenses. In this
regard, the Authority dogs ot see the need to conduct an
independent study forIndore Alrport.
13.26 Due to above reasons, the Aut{htﬁrity decides to not change the
allocation ratios of operagtgmg and matntenance expenses.

13.27 During the consultatlon stage, '_"e:_’ AUthorlty noted that while a new
solar power plant has beén’ prbposed at Indore airport, which will be
used for AAI's internal| e€onsumptien of electricity, AAI has not
submitted any details on savings on the electricity bill due to this solar
power plant. Noting that the plans are at initial stage, the Authority is
of the view that savings due to solar power plant will be factored
during determination of tariff for the next Control Period as part of the
true-up exercise.

13.28 Based on the aboye, the Authority did. hot .make any change in its

computation. ‘of the “O&M.-expenses for Indore Alrport from the
consultation stage.

Decision No. 11: Regarding Operating. and Maintenance expenses

11l.a. The Authority decides to consider O&M expenses as per Table 46
above.

Order no. 45/2018-19 RSl o 67



14, Taxation

14.1 To compute depreciation for tax purposes,

AAI has used the

depreciation rates in accordance with the following table:

Table 47: Depreciation rates for tax purposes as per AAI

Asset category

IT Depreciation rate - up to

IT Depreciation rate - from

CFT/Fire Fighting Equipment

FY 18 FY 19
Freehold Land 0% 0%
Runways, Aprons and Taxiways 'j'-"*” 15% 10%
Load Bridges & Culverts o 10%
Building - Terminal 10%
Building - Residential 5%
Boundary Wall — Operational 10% |
Boundary Wall — Residential 5%
Other Buildings 10%
Computer - End user 40%
Computer - Servers and 40%
networks _
Intangible Assets - Software ' 40%
Plant & Machinery 15%
Tools & Equipment 15%
Office Furniture 10%
Furniture & Fixtures: Other Than 10% 10%
Trolley
Furniture & Fixtures: Trolley 10% 10%
| Vehicles 15% 15%
' Vehicles - car and jeep 15% 15%
Electrical Installations - no solar 10% 10% |
Other Office Equipment 1 “10% 10%
X Ray Baggage System 15% 15%
15% 15%

14.2 The tax calculation as submltted by AAI has been presented in the

table below:

Table 48: Taxat:o*n ‘as per AAI (ﬁgurés in INR crores)

Particulars Pre control regulatory Control period
period
FY 2017 FY 2018 FY FY FY FY FY
2019 2020 2021 2022 2023
Aero revenue with 22.30 24,97 | 48.84 88.30 97.52 107.7 137.2
revised rates
Non aeronautical 2.56 2.02 4.81 5.15 5.63 6.17 6.77
revenue
O8&M expenses -23.94 -28.70 | -32.10 | -34.11 | -36,09 | -36.75 | -38.39
Depreciation -11.58 ,,,,9,.8,0$__~12.64 -17.30 | -18.38 | -16.31 | -14.50
Profit before tax -10.67 / x-ﬂ,ﬁﬁ’ >’.;.:ff8,31 42.04 | 48.69  60.83 | 71.08
Tax rate (%) 34.608%"| /f4 .608% | 34.9¢ 34.944 | 34,944 | 34.944 | 34,944
Pl Lty “o , % % % %
Taxes Eill -] 3i11]] 14.69 | 17.01 | 21.26 | 24.84
F3a i Sy T
Ny &
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Authority’s Examination at Consultation Stage:

14.3 The Authority observed that AAI had proposed 01/11/2018 as the
implementation date of the new tariffs. The Authority proposed to
revise the same to 01/04/2019. This had an impact on the projected
aeronautical revenues, leading to difference in tax computation.

14.4 The Authority examined therdepreciation rates considered by AAI and
compared them with the ;ﬁtes prescrlbed in the Income Tax Act, 1961.
The Authority observed: that. in' gase of one asset category, the
depreciation rates proposed by AAI Wwere not in line with the Income
Tax Act, 1961. These have bﬁen presented in the table below.

Table 49: Difference m _degrep:ﬁtr_,enl rates for tax purposes

. UptoFY2018
Asset category &
Act, 1961

ﬁate used by AAI Rate as per Income Tax

Boundary wall-operational 15% 10%

-off in subsequent years of proﬂt In the period between FY 2016-17
and FY 2017-18, existing airport charges were levied. Further, in the
first year of the control period, i.e. FY 2018-19, existing charges are
being levied until the implementation of revised charges. The Authority
observed that the existing charges led to aeronautical losses in these
years. In its computation of tax expenses, AAI did not consider the
benefit of these lesses on taxable aéronauticalsprofits of subsequent
years, leading to increase “in overall’ projected tax expenses. The
Authority proposed to consider the carry forward and set-off of these
losses. Refer Table 47 for application of carry forward and set-off of
losses.

14.6 The Authority evaluated the computation of depreciation for tax
allowance purposes as submitted by AAI. The Authority observed that
for FY 2017-18, the depreciation rate used by AAI was not appropriate.
For this financial year, AAI considered the set of rates that are
applicable from FY 2018-19. The Authority proposed to use the set of
rates that are applicable to FY 2017-18. The difference between these
two sets of depreciation rates impacted four categories of assets.
These are:

¢ Runways, aprons and taxiways

e Computer - End user

o Computer - Servers and networks ,
» Intangible Assets - Software

rr"
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Refer Table 40 of the consultation paper for the depreciation rates
pertaining to these asset categories.
14.7 The Authority observed that non-aeronautical revenues have been
considered for computation of taxes. Under hybrid till, only
aeronautical taxes are considered for tariff determination. Therefore,
the Authority proposed to exclude the non-aeronautical revenues from
this computation.

14.8 The Authority proposed.to. éonsi‘der«the O&M expenses in accordance
with Table 39 of th’e cemsultatrgn paper for computation of tax
expense.

14.9 The Authority proposed ‘o mmsider the capital expenditures for
computation of deprematlom in 'accordance with Table 16 of the

consultation paper.

o&Mm
aha|y5|s the Authority proposed
1e 1% control period.

14.10 After considering all the QbBEWaﬁons from Depreciation,
expenses and Capital gExmpsndi
the following tax expense durin

g ¢ T el b | ':‘ '--a"'.
Table 50: Tax expense as per Authority ~'Consultation Paper (figures in INR crores, except those

in %)
Pre control "
. regulatory period Control period
Particulars
FY2017 | Fy2018 | FY | JFY | FY | FY | FY

2019 | 2020 | 2021 | 2022 | 2023
| AEroERLRAl R 22.3 249 | .32.2| 84.5| 964 110.1] 125.7
Non aeronautical reventi¢ " - ™ = - - -
O&M expenses . 1 -289 | }8 8| -328 | -348]| -37.2| -38.3| -40.4
Depreciation -11.4 -10, 3 -12.4 -17.1 -18.2 -16.2 -14 .4
Profit before tax -13.0 -14.1 | -12.7 32.6 41.0 55.6 71.0
‘Carry forward of loss =13.0, -14.1 -12_5._7. , = . = =
Set-off of loss T = dF A 7.3 . -

Profit before tax after W o .mae
| Poainl fretore -13.0 -14.1 [ M42.7 -| 33.8| 556 71.0
Tax rate (%) 34.61 34.61 | 34.94| 3494 | 34.94 | 34.94 | 34.94
' Taxes - E = -| 11.8] 19.4]| 248

The Authority had proposed the following regarding tax expense

e The Authority proposed to consider the tax expense for the 1st Control
Period for Indore Airport as per Table 50 above.

Stakeholder comments

14.11 Federation of Indian Airlines (FIA):
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Carry forward of losses prior to FY17 should be allowed to set
off from future profits.

FIA submits that as per Proposal 10 of the Consultation Paper,
Authority has considered carry forward of losses for prior 2 years i.e.
FY17 & FY18 only and setoff the carried forward losses FY20 (INR 27.1
crores).

FIA submits that as per AERA'guidelines Para 5.5.1 which states
“Taxation represents payments by the Airport Operator in respect of
corporate tax on income from,.assets/ amenities/ facilities/ services
taken into consideration: for ﬁetermlnatlon of Aggregate Revenue
Requirement.” The gUldeImes are clear that tax payments under
Income Tax Act, 1961 WI|| be consuzlered for calculation of target
revenue, - DeLliA

Para 5.5.2 of AERA gur!ﬂ'elines-'-sta“tes “The Authority shall review
forecast for corporate tax!caléulation with a view to ascertain inter alia
the appropriateness of t‘he allpcation and the calculations thereof”,
However as per prowso to sub-section (ii) Section 72 of Income Tax
Act, 1961,"if the loss (c.annot be Whollty so set off, the amount of loss
not so set off shall,’ in case’ the business so re-established,
reconstructed or revived contlnues ‘to. be carried on by the assesse, be
carried forward to the following asséssment year and so on for seven
assessment years immediately succeeding”. Hence, business losses
can be carried forward for 8 years and can be set off with profits in
future years. Hence, the actual tax paid by the Company in control
period shall be lower due to the set off of carry forward of losses prior
to FY1Z.

It is submitted that lesses for periods ‘prior to FY17 (if any) that are
allowed to carry forward "as per Income Tax Act,1961 should be
considered while. cémputqng taxatlon in“the first control period rather
than leaving it for true up in the second control period. Also, actual
payment of income taxes should be considered for true up purposes.

Authority’s examination of stakeholder comments

14.12 The Authority has carefully examined the comments made by FIA
regarding tax expense. FIA has suggested that aeronautical losses
from earlier years (before FY 2016-17) should be considered for carry
forward and set off from aeronautical profits during the control period.

The Authority does not agree with this view presented by FIA. Before

FY 2016-17, the airport was not under the regulatory ambit of the

Authority. Therefore, the Aut ~<ges not intend to compute the

regulatory building blocks fp_zygh’?s.ﬁ 'fﬁrﬂ:@ FY 2016-17.

B\

14.13 The Authority separately v |ﬂed4 thp dep é:t%tlon rate for solar power
plant for tax purposes. This was: fqund}to‘be 40%. Therefore, the
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Authority decides to change this rate to 40%, 10% considered during
the consultation stage.

14.14 Based on the

revised components of aeronautical

income, the

Authority computed the tax expense. This has been presented in the

table below.

Table 51: Tax expense as per Authority - Final (figures in INR crores)

Particulars Pre control Control period
regula tory | s MG
periad(| ) &y |
FY | /2 PN SR -4\ FY FY FY FY ‘
2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023
Aero revenue with 22.3 25.814.80:4/ 1 80.2 93.1 108.2 125.8
proposed rates A LA
Non aeronautical - S [ ey ¢ - - - -
revenue e Lol 4
O&M expenses -24.2 -28.8 | | -3 -37.2 -38.3 -40.4
Depreciation -11.4 -10,3/111-13.0; |. -18.7 -16.4 -14.4
Profit before tax -13.2 133" 37.2 53.5 71.0
Carry forward of loss -11.0 = = B
Set-off of loss G 14.3 - -
Profit before tax -13.2 -11.6, 22.9 53.5 71.0
after set-off of loss sbi ki el
Tax rate (%) 34.6% | 34.6% | 34.9% | 34.9% | 34.9%| 34.9% | 34.9%
Taxes - - - - 8.0 18.7 24.8

Decision No. 12: Regarding taxation expense

12.a.

Order no. 45/2018-19
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15. True-up

15.1 As explained in Chapter 2 of this consultation paper, the Authority
considered the Aggregate Revenue Requirement, or ARR, for the first
two years, i.e. FY 2016-17 and FY 2017-18. This ARR would be
compared with the actual aeronautical revenues earned hy AAIL. Any
shortfall (or surplus) would be added (true-up) to the ARR for the five-
year control period.

15.2 AAI submitted a computat&mh @f t}’"ue ‘up based on actual figures of FY
2016-17 and FY 2017+ 18r. H A

15.3 The shortfall has been compounc}ed up to 1% April, 2019. The true-up
computation proposed by AAI has been presented in the table below.

Table 52: True up ca!cu!atfon as be?‘ AAI (figures in INR crores)

Particulars ool K |‘~Y 2017 FY 2018 FY 2019

ARR NG SN A 45.73 50.60

- Actual aero revenues ‘; L 22.30 24.97
Shortfall WIS 23,44 25.63
Future value factor at 14% s o i 1.30 1.14
Future value of shortfall at 14% 30.46 29.22 59.68

Authority’s Examination at Consultation Stage:

15.4 The Authority proposed to revise the above computation on the basis
of its proposals of various regulatory building blocks discussed in this
paper, as-those obserVations.and proposals.are.applicable for these
two yearsvas well. Accordingly; the Authority’s. aomputatlon of true-up
is presented in the table below.

Table 53: True up calculation as per the Authority - Consu!tanon Paper (figures in INR crores)

Particulars ; FY 201? FY 2018 FY 2019
ARR o ¥ TEE 45.49 48.97
Actual aero revenues 22.25 24.94
Shortfall 23.24 24.03
Future value factor at 14% 1.30 1.14

| Future value of shortfall at 14% 30.20 27.40 57.60

The Authority had proposed the following regarding true-up

e The Authority proposed to consider the true up calculations for the 1st
Control Period for Indore Airport as le 53.

e B
,fill\r

.
A
T

15.5 The Authorlty did not receNe \'ny cgrn . ?&E\regardmg computation of
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operations were with AAI for FY 2016-17 before being handed over to
AAICLAS from FY 2017-18 onwards. The Authority has accordingly
included the ARR and revenue from cargo operations in its calculation
of True-up for FY 2016-17 and outlined its approach in 17.9.2.
Therefore, after revising the regulatory building blocks after
consultation with stakeholders as per the separate chapters discussed
in this Order, the Authority has decided the following true-up, as
presented in the table below.

Table 54: True up calculation as ,oer the Aurhon'ty ~ Final (figures in INR crores)

Particulars ALY F’Y 201.7 FY 2018 FY 2019
ARR (o RIS T o 48.79 :
Actual aero and cargo revenues 25.79
Shortfall 23.00
Future value factor at 14% 54.50
Future value of shortfall at 14% 26.22 54.50

13.a. The Authority demdes to consnder the true up calculations as per
Table 54 above. HAHY {9

----r-.

/ ,\*miu a\}};\‘
&

Y "\\%\
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16. Aggregate Revenue Requirement for the 1°* control period

16.1

AAI has submitted Aggregate Revenue Requirement (ARR) and yield

per passenger (Y) for the 1% control period as per the regulatory
building blocks discussed.

16.2

16.3

Table 55: ARR and. Yield as per AAI

All cash flows are assumed to occur at the end of the year. Further, all
cash flows are discounted to 1% April, 2019.

The summary of ARR a!:_qc‘:l;,:-i'..féi-‘_df"-h'a_'s'."beém,presented in the table below.

Particulars F‘\'{“’!ﬁﬂ,g | FY 2020 | FY 2021 | FY 2022 | FY 2023

- Average RAB (INR crores) 1&1§48; 142,89 157.66 142,04 | 127.63
Fair Rate of Return b i 14% 14% 14% |
Return on average RAB (INR crores) 22.07 19.89 17.87
O&M expenses (INR crores) 36.09 36.75 38.39 |
Depreciation (INR crores) 17.18 14.90 14.77 |
Tax expense (INR crores) 17.01 21.26 24.84 |
Less: 30% NAR (INR crores) -5.63 -6.17 -6,77
ARR per year (INR crores) 86.72 86.63 89.10

| Add: True up
PV of ARR based @14% (INR crores) 66.73| 5847 52.76
Total present value of ARR (INR cr.)
Total traffic (million passengers)
Yield per passenger (Y) (INR)

Authority’s Examination at Consultation Stage:

16.4 The observations and:proposals of the Authority across the regulatory
building blocks impact the computation of ARR and Yield. With respect
to each element of the regulatory building blocks considered by AAI in
computation of ARR and Yield in the Table 46 above, the Authority

proposed as below:

To consider the average RAB in accordance with Table 23 of the

To consider the O&M expenses as per Table 39 of the consultation
,;--"“""-n.,,

16.4.1
consultation paper.
16.4.2 To consider the FRoR at 14%.
16.4.3
paper.
16.4.4
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16.4.5 To consider the tax expense as per Table 43 of the consultation

paper.

16.4.6 To consider the non-aeronautical revenue as per Table 29 of the

consultation paper.

16.4.7 To consider the total traffic in accordance with Table 5 of the

consultation paper.

16.5 After considering the al:icnfe the-‘ 'Aiuthomty proposed the following ARR
and Yield, as presented in t‘:he tabLe beIOW.

Table 56! ARR and Yreid as, ;aer ,;-"..'.whpnty Consultation Paper

Particulars F’Y 209,91, EY 2020 | FY 2021 | FY 2022 | FY 2023
Average RAB (INR crores) _ 190 22 i 140.80 158.72 147.30 137.09
Fair Rate of Return S 14% 14% 14% 14%
Return on average RAB (INR crores) _' |119.71 22,22 20.62 19.19 |
O&M expenses (INR crores) ,,<_-.-'*§4.82 37.18 38.26 40.38
Depreciation (INR crores) 1. 14.14 12.98 10.70 10.57
Tax expense (INR crores) “4a - 11.80 19.44 24.80
Less: 30% NAR (INR crores) =27 -7.97 -8.73 -9.59
ARR per year (INR crores) 61.40 76.21 80.28 85.34
Add: True up
PV of ARR based @14% (INR crores) 53,86 58.64 54.19 50.53
Total present value of ARR (INR cr.) '
Total traffic (million passengers)
Yield per passenger (Y)’w(ﬁ]R)

16.6 It is to be noted that the above yield is based on total passengers
expected at the airport,.i.e.; departing as well as embarking. It is an
indicative figure, not to be.confused with revenue entitlement to the
airport. per departing passenger. oflys The vyield per departing
passenger in similar terms wolld be twice of yield as per the above

table, i.e. INR 374.74.

The Authority had proposed the following regarding Aggregate Revenue

Requirement

e The Authority proposed to consider the ARR and Yield for the 1% control
period for Indore airport in accordance with Table 53 above.

Stakeholder comments

16.7 Federation of Indian Alrlﬁé’s (ﬁFIqA)\\ \
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Shortfall (68%) in ARR has been compensated by burdening
the passengers with levy of UDF. Shortfall stems from
acceptance of AAI's submission in all building blocks leading to
higher ARR.

FIA submits that as per Proposal 13 of Consultation Paper, the
Authority has accepted the shortfall of INR 223,58 crores i.e. 68% of
ARR before imposing User Development Fee (UDF) which has reduced
to NIL post introduction of UDF. FIA submits that the same implies
68% of shortfall is recovered.from UDF. However, the Authority has
not discussed or suggested; ar‘ly! maans to recover such a significant
shortfall. FIA submits that if the shortfall of 68 % in ARR, is met
through an increase in-the ‘tariffs; ‘the viability and affordability of
airport for airlines and passengers wﬂl be adversely affected.

FIA further submits that the one of the key reasons of shortfall is
acceptance of AAI's submlssiOn in all building blocks like higher RAB,
higher FRoR, operating expendmgre, and lower non-aero revenue;
these all factors have Cumutatfvej]y‘_i led to a higher ARR. FIA has also
noted that revenue from cargo: epe.fr‘étmns and air navigation services
have not been formed" pa,:"'_ gf l;ariff ‘proposal, which has led to an
increase in shortfall durtng control perlod FIA has conducted analysis
on each of the building blocks &8 discussed hereinafter.

Accordingly, FIA submits that the Authority should expressly comment
about the measures to contain the above-mentioned shortfall by
adjusting the current building blocks as it will impact the viability and
affordability of the Indore Airport for airlines and passengers.

Authority’s examination of stakeholder comments

16.8 The Authority has noted the comments of FIA regarding shortfall in

ARR being recovered through UBDF. The Authority clarifies that it has a
defined approach, for determination’ of ARR, which is based on its
building blocks. /The Authority has. examined each building block
carefully from various perspectives while being included in the
determination of ARR. Resultant ARR needs to be recovered through
aeronautical sources including landing, parking, housing charges, UDF
etc. The Authority encourages airport operators to first explore and
exhaust the charges other than UDF to meet its ARR. Only in cases,
where increases in charges other than UDF concerns the stakeholders
such as airlines, and other service providers, the Authority considers
levy of UDF. The same approach has been adopted in respect of Indore
Airport. »_f"_;','_ ™ e

WA IR Vi
.r‘ \ n”.-;, .

16.9 Having considered the above /the Afutbo QIeC|des to consider the
ARR and Yield for the 1st t:on“trol perlod in\ac¢ordance with Table 57
below. i { /;;}/
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Table 57! ARR and Yield as per Authority - Final

Particulars FY 2019 | FY 2020 | FY 2021 | FY 2022 | FY 2023
Average RAB (INR crores) 98.72 137.75 156.40 145.61 135.97
Fair Rate of Return 14% 14% 14% 14% 14%
Return on average RAB (INR crores) 13.82 19.29 21.90 20.39 19.04
O&M expenses (INR crores) 32.45 34.81 37.18 38.26 40.37
Depreciation (INR crores) 14.14 13.53 12.48 10.30 10.18
Tax expense (INR crores) 5 8.01 18.71 24.82
Less: 30% NAR (INR crores) -7.97 -8.73 -9.59
ARR per year (INR crores) 71.59 78.92 84.82
Add: True up
PV of ARR based @14% (INR crores) 55.09 5327 50.22

Total present value of ARR (INR cr.)

Total traffic (million passengers)

Yield per passenger (Y) (INR)

16.10 It is to be noted thatit-‘
expected at the airport, i,

he'abb ¢ y[’dlél is based on total passengers
\as well as arriving. The yield per

departing passenger in smiléar-terﬁns would be twice of this yield as per

the above table, i.e. INREZOA L] 5]

=4 l;

Decision No. 14: Regarding Aggregate Revenue Requirement

14.a.

The Authority decides

Requirement in respect of Indore Airport as per Table 57.

Order no. 45/2018-19

to determine the Aggregate Revenue
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17.

171

17.2

17.3

17.4

Annual Tariff Proposal

As part of the Multi-year Tariff proposal, AAI submitted a tariff card for
all five years of the first control period. This tariff card has been
reproduced in this chapter. The Authority examined AAI's Multi-year
Tariff Proposal, along with all regulatory building blocks. The
Authority’s examination has been discussed in this consultation paper
in the previous chapters. Except a revised UDF, AAI has not revised
the tariff card after Authonty S exammatlon

AAI has proposed t;ﬁe |mplementatlon date of new tariffs from
01/11/2018. The Authority has proposed to revise the |mplementatton
date to 01/04/2019.

The tariff card proposad for t,'hirI first control period has been
reproduced here. For purpose$ of comparison, the existing aeronautical
charges have been provm}EG ét‘oﬁg WIth each charge.

Because there are no tnternatrona,l oparatlons at Indore airport, and no
traffic projections made; ‘the Authority proposes same tariff for
international operations,-as.is. belng approved for domestic operations.

" This measure is just to allow" Ievy of tariff on an international

operations, when it happens for the first time. As and when the
international operations appear to sustain for a period at Indore
Airport, AAI may approach the Authorlty with a separate tariff proposal
for international operations.

I) LANDING CHARGES

Table 58¢ Landing chargés proposed for the first control period

Weight of the Aircraft Domestic rate per landing (INR)

Up to 25 MT Y 160 Per MT

Above 25 MT up to 50 MT

| 4,000%280 per MT in excess of 25 MT

Above 50 MT up to 100

11,000+320 per MT in excess of 50 MT

Above 100 MT to 200 MT

27,000+390 per MT in excess of 100 MT

Above 200 MT

66,000+440 per MT in excess of 200 MT

Table 59: Existing landing charges

Weight of Aircraft

Domestic flights

Up to 10 MT

INR 67,10 per MT

Above 10 MT up to 20 MT

INR 671_,Qlus INR 117.70 per MT in excess of 10
MT i 18y ““"1

Above 20 MT up to 50 MT

‘INIE{ 1 848 pTO‘s\INR\ZBI per MT in excess of 20 MT

Above 50 MT up to 100 MT N(A U2 o
Over 100 MT a2 ]

HECR =\. i ' X"/ ¥ -." .fl‘
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174.1

17.4.2

17.4.3

17.4.4

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 schedule operators at airport, b) helicopters of all types,
and c¢) DGCA approved Flying school/flying training institute aircrafts.

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.

Charges shall be calculated on the basis of nearest MT (i.e. 1000 kg).

Flights operating under -'5-'Reg|0na| gonnectivity scheme will be
completely exempted  from Landlng ‘charges from the date of the
scheme is operationallzed ‘]:g,y QQJ A/

Weight of the Aircraft

Housing Charges Rates per
Hour (INR)

Up to 25 MT 3.00 Péi“ Frtfur PET‘WLT 6.00 Per Hour Per MT

Above 25 MT up to 50 MT per MT in excess of 25

75.00:44700) per-Hour 150.00+8.00 per MT per

MT Hour in excess of 25 MT

175.00+8.00 per MT per 350.00+16.00 per MT per

Above 50 MT up to 100 Hour in excess of 50 MT Hour in excess of 50 MT
575,00+10.00 per M,
- . 1150.00+20.00 per MT per
Above 100 MT to 200 MT ~ ,er HQurs in-excgess: Qf...; | Hours i excess of 100 MT
: 100 MT
L5750 1100 perir | 0007220 ver Mg
Above 200 MT per Hours in excess of
| M 200°MT
Table 61: Existiflg parking, housing and'm_f;j;bl” parking charges
Weight of 1 Domestic flights ' International flights
Aircraft ‘

Housing charges:

Up to 40 MT

INR 3.50 per hour per MT INR 4.10 per hour per MT

100 MT
|

Above 40 MT up to | INR 140 plus INR 6.80 per hour

INR 164 plus INR 7.90 per

per MT in excess of 40 MT hour per MT in excess of 40

LAbove 100 MT

MT
- - INR 638 plus INR 11.90 per
INR. 248 pils INRJMQ "’ hQur hour per MT in excess of 100

per MT in exc;egs of 100 M"’F\ ‘\ MT

-
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Weight of Domestic flights International flights
Aircraft |

Parking charges:

Up to 40 MT

INR 1.80 per hour per MT INR 2.10 per hour per MT

100 MT

Above 40 MT up to | INR 72 plus INR 3.40 per hour per

INR 84 plus INR 3.90 per
hour per MT in excess of 40

MT in excess of 40 MT MT

' Above 100 MT

INR 318 plus INR 6.00 per
hour per MT in excess of 100
MT

INR 276 plus INR.5, 2@ per ‘hour,
per MT in excess ef 1{3@ MT b

| Night parking charges (between 220:0 hfm‘t‘b and 0600 hours):

' Upto 40 MT

|
INR 0.90 per hour{pe’r MT' ' INR 1.10 per hour per MT

100 MT

Above 40 MT up to | INR 36 plus INR 1. 70.-per' ‘ oun per

INR 44 plus INR 2.00 per
hour per MT in excess of 40
MT

MT in excess of 4@ MT-'-

Above 100 MT

INR 164 plus INR 3.00 per
hour per MT in excess of 100
MT

per MT in excess of 00 MT

17.4.5

17.4.6

17.4.7

17.4.8

17.4.9

17.4.10

A Y T~

No parking charges shall be levied for the first two hours. While
calculating free parking period, standard time of 15 minutes shall be
added on account of time taken between touch down time and actual
parking time on the parking stand. Another standard time of 15 minutes
shall be added on account of taxing time of aircraft from parking stand
to take off point. These periods shall be applicable for each aircraft
irrespective of act;ual time taken in the movement of aircraft after
landing and before take-offi

For calculating chargeable. parking.time;, part of an hour shall be rounded
off to the nearesfc hour:.

Charges shall be calculated or{ the ba";siis of nearest MT.
Charges for each period parking shall be rounded off to nearest rupee.

At the in-contact stands and open stands, after free parking, for the next
two hours normal parking charges shall be levied. After this period, the
charges shall be double the normal parking charges.

It is proposed to waive off the mght parking charges in principle for all
domestic scheduled operaters -at. Ync;lrare Airport if the State Government
has brought the rate« of tax (VATT\gn ‘ATF < 5%. The above waiver of
night parking chargesf (bet’weén Zsz hrs to 0600 hrs.) will be made

Order no. 45/2018-19 81
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17.4.11 The tariff for flights operating under Regional Connectivity Scheme will

applicable from the date of implementation of < 5% tax on ATF by the
State Govt. In the event of upward revision in the tax rate of ATF by the
State Govt., the relief of free night parking charges will also be deemed
to be withdrawn for all the airports within the jurisdiction of the said

State.

be governed by AIC issued on this subject by DGCA.

II11) THROUGHPUT CHARGES

Proposed &ate Pel: K‘L (IN INR)

164 57

IV) PASSENGER SERVICE FEE (Pls‘(gi. .-i';f e

DEVELOPMENT FEES (UDF)

| Exlstlltg rate PSF Gﬁ’ég) E Proposed rate — UDF -

Category INR per embarking INR per embarking
' passenger. passenger
Domestic CIC=7 9 o 554

Note: PSF (FC) is proposed to be subsumed under UDF. PSF (SC) would be
applicable as prescribed by the Ministry of Civil Aviation. Originally, AAI
proposed a UDF of INR 460 per embarking domestic passenger. However, after
examination of the regulatory building blocks by the Authority and the resultant
ARR, there was a surplus in“projected aeronattical revenues when compared
with ARR. Thereforg, to"€nsure that the projected aerdfatitical revenues match
with the ARR, AAI has proposed. the UDF per embarkmg domestlc passenger at
INR 394 for domestic passengers. Further, the Authority notes that Credit Policy
of AAI is being revised with effect from 01/04/2019. However, the same shall be
considered by the Authority after consultation:with the stakeholders.

17.4.12

17.4.13

17.4.14

Collection charges 1If the payment is'made within 15 days of receipt
of invoice then collection charges at INR 5 per departing passenger
shall be paid by AAIL. No collection charges shall be paid in case the
airline fails to pay the UDF invoice to AAI within the credit period of
15 days or in case of any part payment. To be eligible to claim this
collection charges, the airlines should have no overdue on any
account with AAI. Wherever collection charges are payable the
amount shall be settled within 15 days.

No collection charges are payable to casual operator/non-scheduled
operators.

For conversion of UDF’ i ”FUﬁej‘@n .currency, the RBI reference
conversion rate as on'E e last day“of: the previous month for tickets
issued in the 1st forthight,and ratg’ -ag on 15th of the month for
tickets issued in the 2:'Qd fortnfj shéll be adopted.
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17.4.15

Revised UDF charges will be applicable on tickets issued on or after
01/04/20109.

V) Exemption from ievy and collection from UDF at the Airports

The following categories of persons are exempted from levy and collection of

UDF:
17.4.16

17.4.17

17.4.18

17.4.19

17.4.20

17.4.21

17.4.22

Children (under age of 2 yedrs), _
Holders of Diplomatie, PaSspof't

Airlines crew on duty' Includlng sk-y marshals & airline crew on board
for the particular flight" 0n|$( ?(ﬂhls would not include Dead Head
Crew, or ground persoﬁnel),, |/l

Persons travelling on/ ;ofﬂicial duty on aircraft operated by Indian
Armed Forces, T

Persons traveling on cffﬂczial ‘duty fbr United Nations Peace Keeping
Missions, T T

b A Bl B B e 8
Transit/transfer passengers (this exemption may be granted to all
the passengers transiting up to 24 hours. A passenger is treated in
transit only if onward travel journey is within 24 hours from arrival
into airport and is part of the same ticket. In case two separate
tickets are issued, it would not be treated as transit passenger),
and ;

Passengers éepérti'ng from.the Indiah airports due to involuntary
re-routing i.e.ttechnical problems or weather conditions.

VI) GENERAL CONDITION:

All the above Charges are exaludlng GST. GST‘ at the applicable rates are
payable in addition to above charges. '

Aeronautical revenue under the proposed tariff card:

17.4.23 The Authority ensured that the proposed tariff card leads to

projected revenues in line with the ARR. This has been further
detailed in the table below.

Table 62: Computation of shortfall or surplus from proposed aeronatitical charges - Consultation

Paper (.*'n INR crores)

Particulars 2/,19 T, 01/93/19

. FY | FY | FY | FY
szo -uﬁtp RY2919 from | 502 | 202 | 202 | 202

0 1 2 3

Total PV of ARR

329, 26 ) \ \

including true up F £ 1
1 U |

- i

%@
\

N
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| .'
| Particulars i 225’/132‘/ oo i FY021°/1093'/ o 2?2 2?2 2?2 | 2FgY2
i Landing charges: _
| Domestic 12.4 | 1.5 19.9| 22.3| 251 28.2
. International - ] . - = = -
| Parking and housing charges: i
Domestic 0.0 00| 01| 01| 01| o0.1
International - ) - =h =]
Fuel Throughput charges - 01| o8| 09| 11| 1.2
Ground handling charges 0.1 1.2 1.3 1.4 1.5
T e, e 9779 01| o8| 08| 08| 08
CUTE charges WA 02| 26| 3.0 35| 4.0
Total - before UDF 1.9 | 25.4| 28.5| 31.9 | 35.9
PV factor " 1.00| 0.88| 0.77| 0.67| 0.59
| PV of above 19| 22.3| 21.9| 21.5| 21.2|
% PV of above
Shortfall before UDF 328
UDF: AL
Domestic e [am—— 43| 59.1| 68.0| 78.2| 89.9
| International e CEERI . - i _ _
| PV of UDF 9.2 43| 51.8| 52.3| 52.8| 53.2
3 PV of UDF 223.58
F.Shortfall / (surplus) -

Authority’s Examination.at Consultation Stage:

17.5 As can be observed from the.table abgve; AALIs entitled to recover an
ARR of INR 329.26 crores, as per Authority’s proposals, summarized in
Chapter 17. From the tariff card proposed and further revised by AAI,
the present value /of total projected aeronautical revenues is INR
329.26 crores (INR 105,68 crores + INR 223.58 crores), which is

within the ARR.

The Authority had proposed the following regarding tariff rate card in

Consultation Paper

Order no. 45/2018-19 4N

The Authority proposed the Annual Tariff Proposal as given in table 56
under section 16.5 for determination of tariff during 1% control period as
the present value of proposed revenues by AAI matches with the ARR as
per Authority.

Because there are no international operations at Indore Airport, and no
projections made, the Authorlty' doe@ not intend to propose any tariff for
international operations: . As and" h’éh the international operations
commence at Indore AlrpOrt AAI ma a}gproach the Authority with its
tariff proposal.
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Stakeholder comments

17.6 Federation of Indian Airlines (FIA):

Issue 1: Tariff card for 1st control period - increase in charges
borne by airlines as proposed by Indore airport has been
accepted by authority. 114% in housing & parking charges,
31% in domestic landing charges. Authority should consider
16% YoY growth rate for domestic passengers and other
components of ARR to reevaluate increase in charges

FIA further submlits that ‘thé tart’ﬂ’ rates are proposed to be applicable
with effect from 01 March, 2019 FIA submlts that there is an increase
in charges to be borne<by. the. alrflne Ive. 114% increase in Housing &
Parking Charges and 31% lncr”ease ln ‘domestic landing charges.

" FIA has observed that the Autﬁqnty has accepted the tariffs proposed
by Indore airport. Howeverj bhe Authority has not mentioned or
analyzed the percentage iﬁcreasé m proposed tariff.

FIA submits that as ger.:_(;harge' fc:r airport services (major / non
major airports) effectlve i JApril2017” as issued by AAI, it was
noted that existing tariffirates ‘at Indore airport are based on the
following slabs: (i) up to-40,M¥; (ii)-Above 40MT up to 100MT and (iii)
Above 100MT. Since, thé weight slabs ' mentioned for all charges as per
AAI tariff card are different from the ones mentioned in Proposal 13
(Annual Tariff Proposal) of the Consultation Paper and no bridge has
been provided between these slabs, FIA requests Authority to confirm
the manner in which the increase of tariffs has been computed for first
control period over the existing tariff rates.

FIA submits. that on. best effort basis, FIA has. tried to compute the
percentage increase in proposed tariffs vis-a-vis existing tariffs. FIA
have computed the increase for certain weight categories of aircrafts
due to non-availability of certain slabs in existing rates and proposed
rates in above mentioned table. FIA has observed that key charges
have increased in ithe range of 25% to' 110%. However, percentage
increase as per FIA's analysis'is different in each category as compared
to percentage ingrease under, MYTP submitted by AAIL

FIA further submits that Authority has proposed INR 394 as UDF per
domestic embarking passenger. At present, no UDF is charged by
Indore airport. Authority should consider 16% YoY growth rate for
domestic passengers while computing UDF.

FIA further submits that give due consideration heeds to be given by
the Authority to other issues highlighted by FIA in the present
submission, while proposing a new tariff card in order.

Issue 2: Adequate infor'mati’oh-’-hc’:t provided

FIA submits that followmg are Certalp mstances wherein no adequate

information has been prowded by the :,f\ut‘horlty
i \ '-.:.;M{' .'
o 85
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(i)Tariff rates: The Authority has not mentioned CUTE charges in CP 27
for stakeholder review despite each of them forming a part of
Aeronautical Revenues.

Authority’s examination of stakeholder comments

Issue 1:

17.7. The Authority has noted the comments by FIA and accordingly

17.8.

1.2.9.

encourages airport operators, in this instance AAI, to provide the said
charges for different aircraft types such as Airbus A320 and Boeing
737, which are more prevalentiin India.

Issue 2: RN ve U

The Authority has noted ‘the comiments by FIA regarding CUTE
charges. CUTE charges for Indore Airport are fixed at INR 17.55 per
pax for the period betwéen 01/09/2014 and 31/08/2021. For the
period between FY21 and FY28, the!CUTE charges have been assumed
to remain unchanged. Any, changes to the rates will be reflected in the
calculation of ARR in the'second control period.

Cargo revenues: The Authority acknowledges that monies earned by
AAI from AAICLAS for/transfer of gargo business at Indore Airport
should be accounted for in“this‘Ordef. The Authority accordingly asked
AALI for agreement betwgen AAICLAS gnd AAI for such details in terms
of revenue share / other nature of payments to be made by AAICLAS
to AAI in lieu of transfer of cargo business. AAI confirmed that the
agreement is in progress, and as of now, there are no payments
exchanged between the two entities. The Authority is of the view that
an at-arms-length business transaction would involve monies to be
paid by AAICLAS to AAI in lieu of transfer of business and assets
thereof. Therefore, the Authority decides to consider notional revenue
from AAIGLAS«wto be-included :in projected revenue for AAI at Indore
Airport. The-Authority will true this uplonce actual details are shared
by AAI at the ‘timhe of détermination of aeronautical tariff for Indore
Airport for the next Control Period.

17.9.1To estimate this notional revenue from AAICLAS to AAI for Indore

Airport, the Authority has considered the past trend in revenue from
cargo operations at.Indore Alrport and seught this information from
AAI. AAI informed 'that revenue:from cargo operations for FY 2017-18
onwards accrued to AAICLAS and the amounts are listed in the table
below. The Authority has considered the CAGR mentioned in Table 63
as the estimated growth in revenue from cargo operations at Indore
airport and considered 30% of this estimated revenue as the notional
revenue from AAICLAS to AAL.

Table 63: Computation of Notional revenue from AAICLAS to AAI - Final (in INR crores)

FX.1.,
Notional revenue from AAICLAS 201;;_, 201, 20{; 20;; 20;1 20;; | 20;;
RgPF) R, | o Sy ':-:‘?,_' .
(INR crores) 241 2.84:|, 307}, 417| 567 | 7.71] 10.48
% per annum growth rate f 71%. [, 18%'| | 13% 13% | 13% | 13%

;
|
\
il
!

\ k PLEr N £
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CAGR | 13%

Notional revenue from 1.0 1.2

| =
AAICLAS to AAI,

0.9 ‘ 0.9

1.3 1.5

#Revenue for FY 2017 accrued to AAI

17.9.2The Authority observed that management of cargo operations was
transferred to AAICLAS from FY 2017-18. Because for FY 2016-17,
these operations were- still under AAI, ARR for cargo operations for FY
2016-17 has been calculaled separately and added to its total ARR.
The calculation of ARR for cargo operations has been presented in the
table below. The ARR and r‘evgnue for cargo operations have been

included in True-up ca{culatinns Bhbwn in section 15.5.

Table 64. Computation of ARR--for-'_(_-fqrgg _Oper_at:ons - Fipal (in INR crores)

[ Cargo ARR Calculations YN A FY 2017 |
Average RAB (INR crores) -
Fair Rate of Return ¥y AU U 14% |
Return on average RAB (INR crores) _r gl i -
O&M expenses (INR crores) 0.2ﬂ
Depreciation (INR crores) ‘ -
Tax expense (INR crores) N 0.76
Less: 30% NAR (INR crores) -
ARR (INR crores) -y ~=y7] ,,,- ; 0.97
Actual revenue from cargo operatlohs accruéd to o0 AAI (INR crores) 2.41

17.10 Based on revised regulatory building blocks,

ARR, vyield and

aeronautical tariffs, the Authority computed the projected aeronautical

revenues. These are presented in the table below.

Table 65: Computation of shortfaﬂ Qr surplus from proposed aeronauttca! charges - Final (in INR

crores) el =

_ FY 2019 | FY 20 0] |_=\f 2&;;‘:5 FY 2022 | FY 2023 |
Total PV of ARR including true | 319.89 i |
up
Landing charges: : . .
Domestic ey BaglS.2 ¥ W 20.5 23.0 25.8
International ¥ B - y * - -
Parking and housing charge? o
Domestic 0.0 0.1 0.1 0.1 0.1
International - - - - -
Fuel Throughput charges 0.6 0.8 0.9 1.1 1.2
Ground handling charges 1.1 1.2 1.3 1.4 1.5
Land lease - Oil companies / 0.8 0.8 0.8 0.8 0.8
Ground Handling
CUTE charges 2.7 3.2 3d 4.4 5.2
Notional revenue from AAICLAS to 0O~ 1.0 1.2 1.3 1.5
AAI s TG o :
Total - before UDF o i \ 2N,
PV factor 7] 1007, \0.88 0.77 | 0.67 0.59
PV of above BT -?;2; 21.9 | 21.7 21.4

3 ¢ 3
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FY 2019 ] FY 202&[ FY 2021 FY 2022 | FY 2023 |
¥ PV of above 105.86 | '
Shortfall before UDF 214.03 | |

| UDF: |
Domestic ; 11.9 54.8 64.6 76.1 89.6
International - - - - -
PV of UDF 11.9 48.1 49.7 51.3 53.0
Z PV of UDF 214.03
Shortfall / (surplus) - J

17.11 The Authority decides t@ sét: UJ}BF charges for Indore Airport as per
table 66 below. 7 LA ! N

Table 66: Existing PSF charges an&’ propésad UDF fharges - Final (in INR crores)

Existing rhtp = PSF TS-.#C) - Proposed rate — UDF -
Category INR pyﬁmbark INR per embarking
ngéu‘ \ _ __passenger
Domestic 302

17.12 The Authority, taking note of FIA’S comments has provided below an
illustrative list of chatges,’ ‘@siwould be applicable for select
configuration of aircrafts. These are indicative, and actual charges may
vary based on particular aircraft configuration.

Table 67: Illustrative list of charges for major aircrafts in use in India (figures in INR)

Airbus A320 (Maximum take-off weight = 68 MT)

Domestic . Existing o oo pr@p.éé_ed Increase
Charges: ¢ L E I V. e 8 Wal W

' Landing charges | 1:12,-"5,36 1 g 1-‘6,76"0 « 18 . 30%
Housing charges | 330 638 93%
Parking charges | 167 o 3198 91%

Boeing 737-800 (maxlmum t;lke-_i'f welght = 78MT)

Domestic Existmg Proposed Increase
Charges:
Landing charges 15,246 19,960 31%
Housing charges 398 798 100%
Parking charges 201 399 98%

Decision No. 15: Regarding tariff rate card
15.a. To fix the tariff for 1"’t Control Period as per Tariff Card given in

Annexure-2, S Lty
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15.b:

The Authority decides to set tariff for international operations at the
same levels as for domestic operations at Indore Airport.
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18. Annual Compliance Statement

18.1 The Airport Guidelines issued by the Authority have laid down the error

_ correction mechanism with reference to the adjustment to the

Estimated Maximum Allowed Yield per passenger, calculated using the

error correction term of Tariff Year t-2 and the compounding factor.

The error correction calculated as per the Airport Guidelines indicated

the quantum of over-recovery or under-recovery due to increase or

decrease respectively of the Actual Yield per passenger with respect to
Actual Maximum Allowed Yield pél‘ passenger in the Tariff Year.

18.2 Accordingly, any recoagery / wer recovery during the first control
period will be accounted for in. the second control period.

18.3 Further, the Authority  has -noted that in view of all the
corrections/truing up tobe carrled QLJt at the end of the control period,
Indore Airport may submit! AnnUaI Compliance Statements for the tariff
years FY 2018-19 to FY 2&)‘22 23 of 'g:he first control period.

Decision No. 16: Regarding A;nn»ual Cﬂmnllance

16.a. Indore Airport shall suh;__:
the Guidelines for all the' tariff:
the first control period alo g'wl‘th

CICH Y

: th"Ann:'all;:ompluance Statements as per
ariff from FY 2018-19 to FY 2022-23 of
 MYTP for the next Control Period.

Ji4d el
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20. Order

20.1 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 Indore Airport for
the First Control Period from 01.04.2018 to 31.03.2023 effective from
01.04.2019 and the rate card so arrived at has been attached as
Annexure-2 to the Order . The UDF rates indicated in the tariff card are
also in accordance with section B(1)(b) read with rule 89 of the Aircraft
Rules, 1937. The rates appraved Jnerem are the ceiling rates, exclusive
of taxes if any. ) :

BYtheOrder‘iQfand in the Name of the Authority

(eg:ha’Sﬁu(/)’,/’

AGM (F)

To,

Airports Authority of India,
Rajiv Gandhi Bhavan,
Safdarjung Airport,

New Delhi - 110003
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Annexure 2 - Tariff card for Indore Airport for the 1% Control

Period

1. Landing charges:

—

Weight of the Aircraft

Domestic rate per landing (INR) |

Up to 25 MT

160 Per MT

Above 25 MT up to 50 MT

4,000+ 280 per MT in excess of 25 MT

Above 50 MT up to 100

11,000+320 per MT in excess of 50 MT |

Above 100 MT to 200 MT

2730004390 per MT in excess of 100 MT |

Above 200 MT

P\ A &6@;@00%440 per MT in excess of 200 MT |

e No landing charges shall be payabte ln'respect of a) aircraft with a
maximum certified capacity of less than 80 seats, being operated by
domestic schedule operators‘at airport, b) helicopters of all types, and c)
DGCA approved Flying school/ﬂvlng tralmng institute aircrafts.

o All domestic legs of mternatlonal rQut "
treated as domestic ﬂlghts asg’ far

":"-f..lown by Indian operators will be
s landing charges is concerned,

irrespective of flight number asslgned Q--such flights.

» Charges shall be calculated on tl;l,_:t‘a__;pa_slﬁs_,.-_gf;. nearest MT (i.e. 1000 kg).

2. Parking Charges

Weight of the Aircraft

Parking Charges Rates
per Hour (in INR)

Parking Charges Rates per ]
hour (beyond four hours) |
(in INR) '

Up to 25 MT

3.00 Per Hour Per MT

| 6.00 Per Hour Per MT

Above 25 MT up to 50 MT

75.,0044.00. per. Hour'
per MT in excess of 25

| ._M'T 4

.| 150,00+8.00 per MT per

Hour in excess of 25 MT

Above 50 MT up to 100

175.00+8.00 pef MT per

Hour in excess.of 50 MT ,

350.00+16.00 per MT per
Hour in excess of 50 MT

Above 100 MT to 200 MT

575.00+10.00 |per MT |
“per Hours in excess of

100 MT

| 1150.00+20.00 per MT per

a3,

Hours in excess of 100 MT

Above 200 MT

1575.00+11.00 per MT
per Hours in excess of
200 MT

3150.00+22.00 per MT per
Hours in excess of 200 MT

e No parking charges shall be levied for the first two hours. While calculating

Order no. 45/2018-19

free parking period, standard time of 15 minutes shall be added on
account of time taken between touch down time and actual parking time
on the parking stand. Another.standard time of 15 minutes shall be added
on account of taxing time of/alrcraﬁ: from parking stand to take off point.
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These periods shall be applicable for each aircraft irrespective of actual
time taken in the movement of aircraft after landing and before take-off.

For calculating chargeable parking time, part of an hour shall be rounded
off to the nearest hour.

Charges shall be calculated on the basis of nearest MT.

Charges for each period parking shall be rounded off to nearest rupee.

At the in-contact stands and’ 'dﬁ'e'ﬁ .__\'éi‘h'ds ‘after free parking, for the next
two hours normal parking. charges shall be levied. After this period, the
charges shall be double the. normal p \g charges.

Night parking charges are waived o‘ff lh"'principle for all domestic scheduled
operators at Indore Airport if: tlf'i'eIStQte Government has brought the rate
of tax (VAT) on ATF < 5% :"f e_ébtWe waiver of night parking charges
(between 2200 hrs. to 0600; hrs.):will:be made applicable from the date of
implementation of < 5% tax _h‘- \TF by, the State Govt. In the event of
upward revision in the tax rate of ATF'by the State Govt., the relief of free
night parking charges will {also’be ‘deemed to be withdrawn for all the

airports within the jurisdiction of the said State.

Tariff for flighté operating under Regional Connectivity Scheme will be
governed by AIC issued on this subject by DGCA.

3. Fuel Throughput Charges - INR 164.57 par kllohtre

4. User Development Fees (UDF)

UDF -

Passenger INR per embarking passenger

Domestic A 9 N 302

Order no. 45/2018-19 ‘* |

Collection charges for UDF: If the payment is made within 15 days of
receipt of invoice then collection charges at INR 5 per departing passenger
shall be paid by AAI. No collection charges shall be paid in case the airline
fails to pay the UDF invoice to AAI within the credit period of 15 days or in
case of any part payment. To be eligible to claim this collection charges,
the airlines should have no overdue on any account with AAI., Wherever
collection charges are payable the amount shall be settled within 15 days.

No collection charges are payable to casual operator/non-scheduled
operators. .

L 1}
LS
- .-"‘ -

For conversion of UDF in fore)gn ourr‘ency, ‘the RBI reference conversion
rate as on the last day of the revious’ month for tickets issued in the 1st
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fortnight and rate as on 15th of the month for tickets issued in the 2nd
fortnight shall be adopted.

The UDF charges will be applicable on tickets issued from
01/04/2019,

5. Exemption from levy and collection from UDF at the Airports

The Ministry of Civil Aviation, Govt. of India vide order no.
AV.16011/002/2008-AAl dated 30.11.2011 has directed AAI to exempt
the following categones of persons frbm Ievy and collection of UDF,

(N

(i)

(iif)

(iv)

(V)

(vi)

(vii)

Children (under age of 2 years i

Holders of D|plomatlc Passport

‘Persons travelling on fficial

Armed Forces,

Persons traveling on official duty f6r United Nations Peace Keeping
Missions,

Transit/transfer passengers (this exemption may be granted to all
the passengers transiting up to 24 hours. A passenger is treated in
transit only if onward travel journey is within 24 hours from arrival
into airport and is_part of the same ticket. In case two separate
tickets are issued, !t Wwould not. be treaj;ed as. tra,nSJt passenger), and

Passengers departmg from the I-nd|an airpor-ts-due.-to involuntary re-
routing i.e. technical problems or weather conditions.

6. Passenger Service Feer,;("l‘""_s'-_,F)-.; Facilitation ~
PSF (FC) is subsumed under UDFE..PSF (SC) would be applicable as prescribed
by the Ministry of Civil Aviation.

7. General condition

All the above Charges are excluding GST. GST at the applicable rates are
payable in addition to above charges.

Flights operating under Regional connectivity scheme will be completely
exempted from charges as per Order No. 20/2016-17 dated 31/03/2017
of the Authority from the date the scheme. is operationalized by GOI.
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