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Airports Economic Regulatory Authority of India

Multi Year Tariff Proposal for 1st Control Period
submitted By Indian Oil Skytanking Limited for
IntoPlane services provided at Bangalore
International Airport, Bengaluru

New Delhi: 7th June, 2011

AERA Building
Administrative Complex
Safdarjung Airport
New Delhi — 110 003



M/s. Indian Oil Sky Tanking Ltd. (IOSL), have vide their application dated 10.03.2011,
submitted their Multi Year Tariff Proposal (MYTP) for the first control period of 5 years
commencing from 01.04.2011 for Into Plane Service (ITP) at Bangalore International Airport,
Bengaluru. Further, vide their letters dated 14.03.2011 and 15.03.2011, IOSL have submitted
additional clarifications. IOSL have also submitted the Annual Tariff Proposal (ATP) for the 1st
year of the Control period, i.e., 2011-12 along with the MYTP and in addition, have separately
made an application, vide letter No.AV/TSD/BIAL-ITP dated 21.02.2011, for the approval of the
5% revision in tariff w.e.f 01.06.2010 upto 31.05.2011, for ITP services at Bangalore
International Airport, Bengaluru.

2.1 IOSL have sought approval for the tariff for ITP services for the control period based on a
“light touch approach” as specified in Chapter V of the Airports Economic Regulatory Authority
of India (Terms and Conditions for Determination of Tariff for Services Provided for Cargo
Facility, Ground Handling, and Supply of Fuel to the Aircraft) Guidelines, 2011 (the Guidelines).

2.2 As stipulated in the Guidelines, the Authority shall follow a three stage process for
determining its approach to the regulation of a regulated service —

(i) Materiality Assessment;
(ii) Competition Assessment;

(i) Assessment of reasonableness of the User Agreements between the service
providers and the users of the regulated services.

2.3  The materiality index with respect to services provided for supplying fuel to
aircraft at Bangalore airport, based on the information furnished by the airport
for the year 2009-10 is 8.07% which is more than 5% materiality index fixed, as per
Clause 4.2 of the Guidelines, for assessing the materiality of the subject regulated
service. Hence the service is deemed “material”.

2.4 The Guidelines (Clause 5.1) also provide that where a Regulated Service is being
provided at a major airport by two or more Service Provider(s), it shall be deemed “competitive”
at that airport and if such service is provided by less than two Service Provider(s), it shall be
deemed “not competitive”. Further, the Authority may in its discretion consider such other
additional evidence regarding reasonableness of competition, as it may deem fit and the
determination of number of Service Provider(s) at a major airport shall include the Airport
Operator, if the Airport Operator is also providing Regulated Service(s) at that major airport.

25 As per the information made available to the Authority, the ITP services at
Bangalore International Airport, Bengaluru are being provided by M/s IOSL as
well as M/s. Bharat Star Services Private Ltd (BSSPL). Since the service is provided
by two or more Service Provider(s), the service is deemed to be “competitive”.

2.6 As per the Guidelines, based on the assessment of materiality and competition, when
such regulated service is deemed ‘material but competitive’, the Authority shall determine
tariff(s) for the service provider(s) based on a light touch approach. The regulated service
being provided by IOSL at Bangalore International Airport, Bangalore is ‘material
but competitive’ and the tariff determination, in such a case, is to be made in a
light touch approach, as per procedure specified in Chapter V of the Guidelines.

2.7 IOSL have submitted that information furnished by them is sensitive to their business.
Hence, they have requested that the agreements entered into between them and Bangalore
International Airport Limited (BIAL), and other financials should not be uploaded or made
public. In their additional submissions, vide letter no.AV/TSD/BIAL-ITP dated 18.05.2011, have
specifically requested that the following information may not be uploaded:
(i)  Calculation of proposed Aggregate Revenue Requirement (ARR) and historical ARR
(i)  Copy of Tender document
(iii)  Agreement between IOSL and BIAL
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(iv)  Enclosure pertaining to sanction of foreign currency term loan and credit facilities

(v)  Financial Information in Form F2-historical and projected Balance Sheet; Form F3-
historical and projected P&L account; Form F 4-historical and projected cash flow
statement;

(vi) Documents supporting estimate of operating costs.

However, I0OSL have vide an email dated 06.06.2011 stated that 1OSL is agreeable to maintain
the same clauses pertaining to confidentiality of the documents submitted similar to their
proposal of ITP service fee at IGI Airport New Delhi (Annexure-I). A copy of letter No.
AV/TSD/BIAL-ITP dated 14.3.2011 received by the Authority from IOSL in respect of the tariff
determination for ITP services provided by them at IGI Airport is at Annexure —I1I.

3.1 It is further observed that BIAL had appointed IOSL and Bharat Star Services Private
Limited (BSSPL) to undertake ITP services consisting of fuelling, refuelling of aircraft and
refuelling of defueled product into the aircraft. It had come to the notice of the Authority that
the existing ITP charges (@Rs.200/KL) were increased by 5%, without previous approval of the
Authority with effect from June 2010. No proposal was received from the into plane service
providers for any approval/ fixation of these charges.

3.2 The Authority considered the issue in its Nineteenth Meeting (No0.13/2010-11) held on
23.09.2010 wherein it decided that BIAL and the ITP service providers BSSPL and I0OSL should
be immediately apprised of the legal position and requested to submit their comments and
explanation in the matter failing which coercive action may have to be contemplated.

3.3 Pursuant thereto IOSL, vide letter dated 21.02.2011, confirmed that based on the
Authority’s advice, the 5% increase effective from June,2010 has been reversed in January,2011
and confirmed billing at the existing rates of Rs.200/KL pending approval of the rates by this
Authority.

3.4 Vide their letter No.AV/TSD/BIAL-ITP dated 21.02.2011 (Annexure-III), I0SL have
submitted for determination of the tariff for ITP services at Bangalore, for the period 01.06.2010
to 31.05.2011 as under:

Price (iin Rs/ Kilo litre)
Period Fuelling Defuelling Aircraft Re-fuelling De-fuelled Product into
Aircraft an Aircraft
Within 48 Beyond 48 Within 48 hrs. Beyond 48
hrs. hrs. hrs.
01.06.2010 210 210 252 231 252
to 31.03.2011
01.04.2011 to 210 210 252 231 252
31.05.2011

IOSL have also submitted the ATP for the 15t year of the Control period i.e., 2011-12 along with
the MYTP and have sought for approval of the ITP charges with 5% revision i.e Rs.220.50/KL
(Annexure-IV).

4.1 The Authority, vide its Order No0.17/2010-11 dated 31.03.2011, while extending the
timeline for submission of MYTP by the ISP(s) up to 30.4.2011 had also decided that in the
interim, all ISP(s) may continue to charge the tariffs as prevalent on 01.09.2009 or as may have
been approved/determined by this Authority thereafter with effect from 01.04.2011 and up to
the date when the new tariffs as may be approved by the Authority became applicable and that
this interim arrangement would be subject to the condition that the concerned ISP(s) submit the
MYTP latest by 30.04.2011. In case any service provider(s) fails to submit MYTP on or before
30.04.2011, the interim arrangement in respect of such service provider (s) would cease to be
effective.
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4.2 Further the Authority also noted that IOSL have submitted the MYTP for ITP services at
Bangalore International Airport and that 10SL have been providing ITP services at Bangalore
airport from 2008 onwards and the charges thereof were also fixed prior to 01.09.20009, i.e., the
date when provisions of the Airports Economic Regulatory Authority of India Act,2008 (the Act)
regarding determination of tariff by the Authority were made effective.

4.3 Keeping in view the above position, the Authority felt that the proposals submitted, inter
alia, by IOSL in respect of ITP services be immediately taken up for examination. In the interim,
the IOSL, was allowed to continue charging the fee/tariff at Bangalore airport as was in
existence on 01.09.2009 w.e.f. 01.04.2011 till the tariffs (for the first control period) are decided
by the Authority and become applicable.

4.4 Further, in terms of Clause 7.3 & 7.4 of the Guidelines, the Authority shall upon due
consideration of the MYTP and stakeholder consultations thereon make a Multi Year Tariff
Order (MYTO) for a Control Period. After issuance of the MYTO, the service provider shall
submit its ATP. The ATP for the first tariff year of the first control period is required to be
submitted within 75 days of the issue of MYTO. As per Clause 11.2, the ATP is required to be
submitted in the manner and form provided in Al.8.1 of Appendix I. The proposal is required to
be supported by the following:-

a) Details of consultations with stakeholders

b) Evidence of User Agreements clearly indicating the Tariff proposal by the service
provider and agreed to by the User.

In the instant case, IOSL have submitted the ATP for 2011-12, i.e., the first tariff year of the first
control period along with the MYTP itself. The tariffs proposed are supported by the User
Agreements.

5. The Authority has carefully considered the proposal submitted by I0SL, in its 41st
Meeting held on 07.06.2011, and has decided to make the following proposals for stakeholder
consultation:

() The ITP service provided by IOSL at Bangalore International Airport, Bengaluru is
‘material but competitive’. Hence, the Authority may adopt a “Light Touch Approach” for
determination of tariff for the 1st Control period w.e.f 01.04.2011.

(ii)  As per agreements between BIAL and IOSL, I0SL was entitled to increase the ITP service
fee by 5% w.e.f. 01.06.2010 for a period of 1 year. Another 5% revision has become due
w.e.f. 01.06.2011 for a period of 1 year. Since in absence of Authority’s approval IOSL
has not been able to charge the aforesaid increase, the ITP fee for the period 01.06.2010
to 31.05.2011 and for the period 01.06.2011 to 31.03.2012, as a special case, may also be
approved at this stage itself, as per rates below:

Price (in Rs/ Kilo litre)
Period Fuelling Defuelling Aircraft Re-fuelling De-fuelled
Aircraft Product into an Aircraft
Within Beyond Within 48 Beyond 48
48 hrs. 48 hrs. hrs. hrs.
01.06.2010 to 210 210 252 231 252
31.03.2011
01.04.2011 to 210 210 252 231 252
31.05.2011
01.06.2011 to 220.50 220.50 264.60 242.55 264.60
31.03.2012
6. In accordance with the provisions of Section 13(4) of the Act, the proposal contained in

para 5 above is hereby put forth for stakeholder consultation. To assist the stakeholders in
making their submissions in a meaningful and constructive manner, necessary documents are
enclosed (Annexure V). For removal of doubts, it is clarified that the contents of this
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Consultation Paper may not be construed as any Order or Direction of this Authority. The
Authority shall pass an Order, in the matter, only after considering the submissions of the
stakeholders in response hereto and by making such decision fully documented and explained in
terms of the provisions of the Act.

7. The Authority welcomes written evidence-based feedback, comments and suggestions
from stakeholders on the proposal made in para 5 above, latest by 21.06.2011 at the following
address:

Shri Sandeep Prakash

Secretary

Airports Economic Regulatory Authority of India

AERA Building,

Administrative Complex,

Safdarjung Airport,

New Delhi- 110003

Email: sandeep.prakash@aera.gov.in, sandeep.moca@nic.in
Tel: 011-24695040

Fax: 011-24695039

Yashwant S. Bhave
Chairperson
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