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Airports Economic Regulatory Authority of India

Multi Year Tariff Proposal for 15t Control Period
submitted by Cargo Service Centre India Private
Limited for providing Cargo handling services at
Perishable Cargo Terminal, CSI Airport, Mumbai

New Delhi: 3rd June, 2011

AERA Building
Administrative Complex
Safdarjung Airport
New Delhi — 110 003



Cargo Service Centre India Private Limited (CSC), have submitted their Multi
Year Tariff Proposal (MYTP), for the first control period of 5 years, for providing
Cargo Handling Services at the Perishable Cargo Terminal at CSI Airport, Sahar
Cargo Complex vide their proposal dated 09.05.2011. CSC had also sought interim
approval to start cargo handling service at the Perishable Cargo Terminal at CSI
Airport, Mumbai by 16.05.2011 and approval of the proposed tariff till the final Multi
Year Tariff Order is issued by this Authority.

2. In terms of Clause 3.5 and Clause 7.1 of the Guidelines [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 Aircraft) Guidelines, 2011] issued by the Authority, a new Service Provider who
has been granted permission for providing the regulated service(s) at a major airport
shall, within two months of the date of grant of such permission, submit to the
Authority for its consideration, a MYTP in accordance with the Guidelines.

3. On preliminary scrutiny, it was observed that while CSC’s perishable cargo
terminal was expected to be ready for commercial operations by 01.05.2010 and CSC
have had several rounds of stake holder consultations with the Trade in
December’2010, the proposal seeking interim approval to start cargo handling
service at the subject facility was submitted only on 09.05.2011 seeking interim
approval to start cargo handling service at CSC Perishable Cargo Terminal at CSI
Airport, Sahar Cargo Complex, Mumbai by 16.05.2011.

4, Since the Authority had to follow a transparent consultative process while
exercising its powers and discharging its functions, in terms of Section 13 (4) of the
AERA Act, 2008, the Authority vide its letter dated 13.05.2011, conveyed to CSC that
it would not be possible for this Authority to approve the tariff without following the
laid down procedure and grant approval by the date (i.e.,16.05.2011) as proposed in
their proposal.

5. Subsequently, the proposal submitted by CSC has been examined. CSC in their
MYTP, have submitted that they are registered under the Company’s Act, 1956 and
were awarded a concession by Mumbai International Airport Limited (MIAL) to
design, build, operate and manage second Perishable Cargo Terminal at CSI Airport,
Mumbai. The project is a BOT Concession for a period of 5 years.

6. In respect of Regulated Service(s) provided for the cargo facility at the airport,
the Authority considers that materiality of the service is linked to the cargo volume at
the airport. The materiality shall be assessed based on cargo volume in MT at the
major airport as a percentage of cargo volume in MT at all major airports, in terms of
Clause 4.3 of the Guidelines. The percentage share of cargo volume for
Mumbai Airport, as per April-2009 to March’2010 AAI statistics, is 30.7%
which is greater than 2.5%. Hence the service is deemed ‘material’.

7. As per the information furnished by CSC in Form F 1(b) on the Competition
Assessment, following service providers are rendering similar services at Mumbai
airport:

a. Air India — managing and operating the existing perishable cargo terminal
called the APEDA Facility as well as the general cargo facility

b. MIAL — which operates the general cargo facility as well as provides the
facility for storage of temperature controlled products
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The Guidelines provide that where a regulated service is being provided at a major
airport by two or more service providers(s), it shall be deemed ‘competitive’ at that
airport. In the instant case with the total number of players more than two
the service is deemed ‘material’ but competitive.

8. The Guidelines further provide that the Authority shall determine tariff(s) for
service providers(s) based on a light touch approach for the duration of the control
period wherever such regulated service is ‘material but competitive’

9. CSC have also submitted the Annual Tariff Proposal for the first tariff year of
the Control Period, i.e., 2011-12 (w.e.f 16.05.2011) as at Annexure —I (collectively)

10.  The proposal made by CSC was considered by the Authority in its 39t Meeting
and 40t Meeting held on 26.05.2011 and 03.06.2011 respectively. The Authority also
noted that 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 Annual Tariff Proposal (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.

11. It was observed that CSC has started operating w.e.f. 16.5.2011 and has not
been able to charge for the services provided in absence of approval of tariff by the
Authority. CSC have confirmed that until approval of the tariff is received from the
Authority no TSP, security or handling charges would be collected and have
requested this Authority to expedite the approval of the MYTP. CSC have submitted
the ATP for 2011-12, i.e., the first tariff year of the first control period along with the
MYTP. CSC have adopted standard user agreement as per IATA guidelines and the
same have been modified to fit the individual requirement of the airline based on
feedback from the legal dept of the concerned airline. CSC have submitted that at the
moment, three carriers have indicated verbal acceptance of their proposed tariff and
desire to use their services and Emirates has confirmed acceptance of CSC’ s tariff by
acknowledging the tariff proposal.

12. In view of the above, the Authority has after careful consideration of the
proposal tentatively decided as under:

Q) The service for perishable cargo being provided by CSC at CSI Airport,
Mumbai is ‘material’ and ‘competitive’. Therefore, the Authority
tentatively decided to adopt a “Light Touch Approach” for
determination of tariff for the 1st Control period w.e.f 01.04.2011.

(i)  CSC has started operating w.e.f. 16.5.2011 and has not been able to
charge for the services provided in absence of approval of tariff by the
Authority. In order to ensure the economic and viable operations of
CSC, the Authority, as a special case, decided to propose the approval
for the ATP for the first tariff year, i.e., 2011-12, w.e.f 16.05.2011
(Annexure I) at this stage itself.

CP-N0.05/2011-12-MYTP-CSC-PC-Mumbai Page 2 of 13



13. The above tentative decision of the Authority is hereby put forth for
stakeholder consultation. In the circumstances and the fact that the entity is
proposed to be regulated under light touch approach, the Authority has decided to
accept the claim of confidentiality in respect of MYTP submissions, wherever
claimed, and has redacted relevant information from the proposal. Remaining
documents are at Annexure-II collectively

14.  The Authority welcomes written evidence-based feedback, comments and
suggestions from stakeholders on the proposal made in para 12 above, latest by
17.06.2011 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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BEFORETHE AIRPORTS ECONOMICREGULATORY AUTHORITYOFINDIA
AT NEW DELHI

SUBMISSION OF PROPOSAL FOR DETERMINATION OF ANNUAL TARIFF FOR AND ON
BEHALF OF:

M/S CARGO SERVICE CENTER INDIA PRIVATE LIMITED

|, Radharamanan Panicker, aged 52 year's resident of Flat No. 305, Dheeraj Basera,
Opposite Soni Complex, Malad (W), Mumbai- 64, acting in my official capacity as Chief
Executive Officer in M/s Cargo Service Center India Private Limited having its registered
office at 301-303, Rangoli, Sahar road, Sahar, Andheri (E), Mumbai- 99 do hereby state and
affirm as under that:

1. That | am duly authorized to act for and on behalf of M/s Cargo Service Center India
Private Limited in the matter of making this submission before the Airports Economic
Regulation Authority of India, New Delhi ('the Authority');

2. | am competent to make this submission before the Authority;

3. | am making this submission in my official capacity and the facts stated herein are based
on official records;

4. The contents of the Annual Tariff Proposal submission which include inter alia:

(i) Proposed detailed break-up of Tariff(s) based on Clause 11.2 where the Authority has
specified a light touch approach for the duration of the Control Period, pursuant to
Clause 3.2;

and

(i) Justifications are correct and true to my knowledge and belief and nothing material

CP-N0.05/2011-12-MYTP-CSC-PC-Mumbai Page 4 of 13



Form F14(a): Annual Tariff Proposal for Tariff Year t - Format for providing information on EMAY(ref: Section Al.8 of Appendix |) |

Particulars

S.No. For Tariff Year t
1{Yield per Unit INR 5.88 Per Kg.
2|Error Correction term (from year t-2) 0
3|Estimated Maximum Allowed Yield (EMAY) INR 5.88 Per Kg.

Note: _
1) Year 1 Aggregate Revenue Requirement ( ARR) as per guidelines is
2) Estimated Volume to be handled from the Perishable Cargo Terminal*

*

The total estimated Tonnage of Temperature Controlled Pharmaceuticals
and other Perishable products is around 100000 Ton Per annum and we are
expecting around 35% to 36% to handle in the first year. This is also on the
higher side because we have only Two Truck docks available for receiving
the cargo.
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. Form '1(b) - Competition Assessment (Ref: Sec Al.3 of Appendix 1)

SI No Details of competitive facilities
1 Air India
2 Mumbai International Airport Limited (MIAL)
3 _ Cargo Service Center (CSC)

=
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Form 11 (a) : Employee Strength (ref: Section ALS of Appendix )
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Particulars - with detailed breakup

[Tariff Year 1 |Tariff Year 2

|Tariff Year 3 [Tariff Year 4

| Tariff Year 5

Department-wise Full-Time Employees

Management

-
I

7

Operations

116

116

131

138

144

Security

43

43

43

45

49

Support Staff

}f ,{‘”ﬁt
SIS

Department Part-Tme/Contractual Emplcyees

o

11

11

11

12

12

Department 1

Department 2

Department 3

Department 4

691
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