











S. . Year of Amount
Particulars . . Amount
No. Expenditure | (in crores)
2017-18 100.00
1 Expenditure related to Terminal Building (NITB T-2) 2018-19 200.00
2019-20 75.00
Total | 375.00
2017-18 5.00
5 Expenditure related to New Apron 2018-19 10.00
2019-20 10.00
Total 25.00
Expenditure related to Passenger Boarding Bridge (PBB) 2016-17 5.40
3
Total 5.40
Expenditure related to Densification/Construction of
AAl Staff Quarters (for release of land for commercial 2020-21 24.00
4 purpose)
Total 24.00
2017-18 5.00
5 Expenditure related to Extension of Parallel Taxi Track 201819 10.00
2019-20 10.00
Total 25.00
6 | Expenditure related to Construction of New Cargo 2017-18 5.00
complex
2018-19 10.00
2019-20 10.00
Total 25.00
7 | Expenditure related to Construction of operational 2016-17 2.00
boundary wall on the cantonment side
Total 2.00
8 | Modification of Terminal-Il Building for integrated 2018-19 25.00
use
Total 25.00
Total Project Cost (1+2+3+4+45+6+7+8) 506.40

7.8. The Authority notes that major project among these is the construction of new
domestic terminal building costing Rs. 375 crores which is likely to be completed in tariff

year 2019-20, i.e fourth tariff year of the control period.

7.9. Discussions were held with AAl regarding the justification of the major capital works,
proposed to be undertaken by AAI during the second control period. Subsequently, vide

submissions dated 23.12.2015, 05.01.2016 and 11.01.2016 AAI furnished the following
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clarifications respect to the capital works which are proposed to be undertaken during the

control period:

7.9.1. CONSTRUCTION OF DOMESTIC TERMINAL BUILDING

The existing Domestic Terminal Building 31000 sqm is capable of handling 1600 peak
hour passengers at any given time. During the year 2014-15, the building handled 3.83
mppa passengers. The building can cater to passenger traffic upto the year 2017-18.
Accordingly, to meet the growing traffic demand a new Domestic Terminal to cater for
additional 2000 peak hour domestic passengers (1000A+1000D) is proposed to be
constructed towards west of existing International Terminal Building. There is a

proposal to join the Existing International and proposed Domestic Terminal.

Salient features of the Proposal

i. The proposed new Terminal building is required to have an area @20sgm per
person. In addition to that, space is to be provided for City side kerb, Baggage
break down and Make up area, aerobridges etc. Built up area shall be
approximately 40,000 sgm. Covered connecting corridor to be provided from

Car Park area to the Terminal Building.
ii. City Side and Air Side Canopy to be provided for weather protection.
iii. Augmentation of existing Car Park to accommodate additional 1500
cars/matching building capacity.
iv.  Utility buildings such as AC plant Room, Electric Station etc.
7.9.2. APRON EXPANSION FOR NEW TERMINAL BUILDING
At present, the Apron for Domestic Terminal Building and International Terminal
Building are located away from each other and not connected. The new Domestic
Terminal Building is proposed in between the two existing terminals by demolishing old
Terminal Building where the APD(Airport Director) office is presently located. The
location of the proposed new domestic terminal building is such that there is no apron
along with the proposed terminal. In order to provide in-contact facility, a new Apron is

proposed to be constructed in line with the design peak hour of the proposed Domestic

Terminal Building including night parking and delayed flight facilities.
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The Apron along with shoulders proposed in front of the proposed Terminal is to be
extended towards the west side of the existing International Apron. The Apron is
planned to be constructed to cater for parking of Code E/Code C Type of aircrafts with

both in-contact and remote stands along with GSE area of suitable size.
7.9.3. PASSENGER BOARDING BRIDGES FOR INTIERNATIONAL TERMINAL

The existing International Terminal Building is having 4 nos. fixed arm with rotunda and
only 2 aerobridges are available. The proposal for provision of additional 2 aerobridges

has been sanctioned and tenders have been invited for the work.
7.9.4. DENSIFICATION OF AAI COLONY

The existing AAl residential colony is located on the western side of main Runway and is
spread over an area of 46 acres (approx.). The existing colony has 164 nos. of quarters in
different categories. The quarters are very old and are presently occupied. The existing
quarters are only two storeyed in height and spread over large area. The densification of
residential colony is considered only after the area already identified (45 acres) is

utilized for commercial development.
7.9.5. EXTENSION OF PARALLEL TAXI TRACK

At present, only part parallel taxi track is available to reach International Apron. The
balance length (2200m) of parallel, taxi track cannot be constructed due to non-
availability of land. About 67.29 acres of land is required to construct the full length of
parallel taxi track. AAl has already projected the land requirement to State Govt. in the
year 2006 and the land is likely to be made available to AAIl. The parallel taxi track is
essentially required to increase the operational efficiency of the Runway. With the
provision of full length parallel taxi track and RETs, aircraft will be able to vacate the

Runway in minimum time, thereby increasing the operational efficiency.
7.9.6. MODIFICATION OF TERMINAL - Il FOR INTEGRATED USE

The existing International Terminal with an area of 39000 Sgm was designed to handle
1600 passengers at any given time. , At present, there are 196 International movements
in the early morning and late night hours. The International Terminal Building remains
under utilised during the day time, however, the services need to be kept operational to
serve the International flights. In order to optimise the utilisation of International
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Terminal Building, it was decided to shift Domestic operations of full service carriers
such as Air India and Jet Airways, as it will benefit the airlines also by consolidation of
staff at one location. The proposal can be implemented after suitable changes to

facilitate integrated operations. The proposal will be taken up after discussions with

stakeholders and traffic demand.
7.9.7. CONSTRUCTION OF NEW CARGO COMPLEX

At present, the Belly Cargo is being handled by individual airlines through their cargo
sheds located across the Domestic Apron. The Gujarat State Industrial Corporation
(GSIC) has constructed International Cargo Terminal adjacent to Domestic Apron. AAl
has allotted space to M/s FEDEX in old International Terminal Building to carry out
International Cargo operations. As per the latest policy, AAl is exploring the possibility to
spread and capture cargo business at all major airports. In view of the above, the
proposal for construction of new Cargo Complex is under consideration subject to

Feasibility Study and Cargo Potential Analysis.
Authority’s Examination

7.10. As per the Airport Guidelines, the assets related to mandated security expenditure as
laid down by the Government/ Bureau of civil Aviation Security (BCAS), at the time of
development of a brown field or green field airport shall form part of the project cost and
shall be included in the initial RAB. However, any incremental capital expenditure on the
security related assets shall be met out of Passenger Service Fee (PSF). Accordingly, in
normal course any additional (incremental) capital expenditure on security related assets

would not be included in RAB but debited to the PSF account.

7.11. MoCA has issued on order no.AV13024/03/2011-AS (pt.l) dated 18.02.2014 on
permissibility of expenditure out of Passenger Service Fee (Security component) Escrow
Accounts. According to this order, PSF (SC) funds are meant only for meeting revenue
expenditure regarding security (namely deployment of CISF and other security forces at the
airport). The total capital expenditure incurred by the airport operators out of the PSF (SC)
Escrow account opened and maintained by the respective airport operators in fiduciary
capacity together with the interest, has to reimbursed back to the respective Escrow

accounts.
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User Consultation

7.12. The Authority had in Clause A1.3.1 of its Airport Guidelines stated that the Airport
Operator shall undertake user consultation with Airport Users Consultative Committee
(AUCC) on major capital projects planned at the airport. Major projects have been classified

under following two categories, for the effectiveness of the consultation process:

Table 6: User Consultation as per Airport Guidelines

Project Category Lower Value Limit Upper Value Limit

Category 1 Minimum of (5% of opening | Minimum of (10% of opening
RAB value for first year of the | RAB value for first year of the
Control Period, Rs.50 crore) Control Period, Rs.500 crore)

Category 2 Minimum of (10% of opening | No Upper Limit
RAB value for first year of the
Control Period, Rs.500 crore)

7.13. The Authority notes that first control period is due for expiry by a few months and that
there was no project covered in “5% of Opening RAB or Rs. 50 crore whichever is lower”, so
Authority noted that there was no need of any User Consultation in the first control period.
However, in the second control period, project works amounting to Rs. 375 crores towards
construction of domestic terminal building are proposed to be taken up. This requires user
consultation as per the Guidelines. The Authority expects AAl to provide all the required
project information as a part of the consultation process with Users which normally begins
at the need identification stage after an outline of a major project is conceived so that the
effective input of the Users can be considered before taking up the planned work. Since this
is @ major addition to the regulatory asset base and makes a significant impact on the
tariffs, the Authority would review this aspect and in case no tangible progress is made by
2018-19 towards commencement of the terminal building, the Authority may revisit the

tariff(s) specially, the UDF component.

7.14. The Authority notes that the expenditure on construction of staff quarters allocated in
the capex is only for the residents deployed in airport services only which is 60% of the total

cost.
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7.15. The Authority notes that for the work of parallel taxi track at SVPIA, there is a need to

acquire land to the extent of 67.29 acres.

7.16. The Authority also notes that there are Independent Service Providers for cargo facility
services at Ahmedabad airport catering general and perishable cargo. Besides, Gujarat Agro
Industries Corporation (GAIC) a Govt. of Gujarat Undertaking, in coordination with APEDA,
created a facility center for perishable and temperature sensitive cargo on land leased from

AAIl to encourage handling of agricultural and processed food products.

7.17. The Authority notes that cost of terminal building depends, inter-alia, the type of
building, sculptures, finishing with flooring and ceiling etc. In view of large scale variation in
cost from one airport to other, the Authority is of the view that the airport operators need
to select the type of finishes after ascertaining relative merit and cost benefit on the
alternative plans for the terminal building as the anticipated cost of such building is to be

borne by the users.

7.18. The Authority notes that an expenditure of Rs. 24 crores has been proposed for
densification of staff quarters. AAl may provide the plan and the revenue generated in the

second control period from the area earmarked for commercial exploitation.

7.19. The Authority notes that the cost of the planned works is indicative. The Authority

expects that the final cost be arrived at based on CPWD rates for scheduled items and

market rates or a standard methodology is taken as basis for non-scheduled items.

7.20. The Authority issued consultation Paper no. 05/2014-15 dated 12.06.2014, in the
matter of Normative Approach to Building Blocks in Economic Regulations of major airports,
in response to which AAIl proposed for a normative design for the airports so as to ease out
the benchmarking in terms of cost of construction. The Authority notes that the present
terminal building for international operations at SVPIA is under-utilised and as such expects

AAl to explore the ways to improve capacity utilisation.
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Proposal No. 2. Regarding Project Cost
2.a. The Authority proposes to consider allowable project cost of Rs.506.4 and
accordingly to reckon the amount of Rs. 506.40 crore as addition to RAB during

the second control period.

2.b. The Authority directs AAl to consult the users that the construction of

domestic terminal building at a cost of Rs. 375 crore as per the Guidelines.
Truing Up: 1. Truing up for Proposal No. 2

1.a.The Authority proposes that depending on the capex incurred and timing thereof (i.e. the
date of capitalisation of the underlying assets in a given year) the Authority will make
appropriate adjustments to the RAB at the beginning of the next control period for 2015-
16 and the entire second control period of 2016-17 to 2020-21.
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8. Depreciation

8.1. As per Clause 5.3.3 of the Airport Guidelines, the minimum residual value of the asset
shall be considered as 10% and depreciation shall be allowed up to a maximum of 90% of

the original cost of the asset.

8.2.  As per clause 5.2.5(e) of the Airport Guidelines, for projecting depreciation on forecast
of assets to be commissioned or disposed-off during a control period, it shall be assumed
that such assets have been commissioned or disposed off half way through the tariff year

and Depreciation related to such assets shall be calculated on pro-rata basis.

8.3.  AAl have stated that the assets are reflected in the proposal part of the Initial RAB and
the accumulated depreciation of these assets are as per the figures reflected in the audited
accounts of SVPIA, which are subject to the scrutiny of C&AG. It has been stated that AAl is
following the straight line method for depreciation and depreciation rate applied to various
assets is as per AAl’s approved accounting policy considering the useful life of the assets.

The salient aspects of AAl’s depreciation policy being followed are as under:

8.3.1. Method of Depreciation-Straight Line Method;

8.3.2. Charging of Depreciation at 100% in case assets are used in a financial year for
180 days or more. If the assets are used for less than 180 days in a year the Depreciation
will be charged at 50%. This policy is effective from the financial year 2012-13. Up to
2011-12, for addition to fixed assets, depreciation was provided for full year irrespective
of month of capitalization and no depreciation was provided in the year, the asset is

disposed off;

8.3.3. Residual value for each asset to be taken as Re.1 balance to be provided by way
of depreciation as per prescribed rates, AAl have amended the Depreciation policy in F.Y

2012-13 made effective from F.Y 2012-13.

8.4. Inthis regard it is observed that the AAl’s accounts are maintained as per the provisions

of the Section 28 (1) of the AAI Act, which states that

(i)  The Authority shall maintain proper accounts and other relevant
records and prepare an annual statement of accounts including the
profit and loss account and the balance-sheet in such form as may be
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prescribed by Central Government in consultation with the Comptroller
and Auditor-General of India”

8.5.  Further as per Section 28(4) of the AAI Act,

(i)  “The accounts of the Authority as certified by the Comptroller and
Auditor-General of India or any other person appointed by him in this
behalf together with the audit report thereon shall be forwarded
annually to the Central Government and that Government shall cause
the same to be laid before both Houses of Parliament.”

8.6.  AAl has stated that historically, AAl's financials have been prepared and maintained at a
consolidated level across all the airports operated by it. AAl, for the purpose of submission
of current MYTP for the first control period, have re-casted their historical balance sheet
and historical Profit and Loss account and cash flow statements. Further, AAl have also
clarified that the books of accounts of AAl are audited by C&AG of India as mandated under
the AAl Act. The C&AG’s resident audit parties audit financial records and statements of
AAl’s airports, region/field offices. However, C&AG issue the Audit Certificate for the AAl as

whole.

8.7.  The Authority notes that the Depreciation Policy of AAl (depreciation to be provided for
full year, if the assets are used for 180 days or more. 50% depreciation to be provided if the
asset are used for less than 180 days in a year. The residual value for each asset to be Re.1
is not in accordance with the Airport Order and Airport Guidelines. However, AAl is a
statutory body established under the AAl Act. The Board of AAl has approved the
Depreciation policy that has been adopted by AAI. AAl's format of accounts have been
formulated in consultation with the C&AG, who also conducts audit of the books of
accounts of AAl as mandated under the AAI Act. The C&AG have not commented adversely
on the depreciation methodology adopted by AAI. Further, accounts of the AAI, certified by
the C&AG, together with the audit report are laid before the Parliament. The Audited final
Accounts of AAI for the FY 2014-15 including the AAl's Accounting Policy and the Audit

Report of the C&AG will be available on the website of AAl (www.aai.aero).

8.8. The Authority has been of the view that it would be preferable to have, as far as
practicable, a broad year to year consistency in calculation of depreciation. The Authority
observes that Depreciation is non-cash expenditure and it reflects the reduction in the value

of assets (reflected in the difference between the Gross Block and the Net Block) and
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accordingly considered as eligible as a part of RAB and return thereof. The Authority
believes that adoption of applicable depreciation rates as prescribed under the Companies
Act at any point of time is appropriate considering the variation in policies adopted by the
airport operators. The Authority further notes that there is no specific mention of the
classes of assets viz. terminal building, apron, taxiway and runway in the Companies Act

2013 or 1956 or even in the Income Tax Act 1961.

8.9. In this regard, the Authority has separately commissioned a Study to determine
appropriate rates of depreciation to be adopted for the regulation of the airports in line
with the provision of the Companies Act 2013. The Authority will consider the
recommendations from the Study, and take an appropriate decision for adjustment in RAB

or true up in the next control period.

8.10. In the light of above, the Authority proposes to consider the depreciation values on
additions as per the certification of AAlI with the exception of the depreciation rate
considered for the assets of terminal building, runway, taxiway and apron in respect of both
first and second control periods. For these categories of assets where no specific useful life
span has been mentioned, the Authority proposes to adopt the depreciation rate based on
the useful life of such assets. The tariffs for the airports operators (DIAL, MIAL, BIAL and
HIAL) have been determined in the same principle for the airports located at Delhi, Mumbai,
Bengaluru and Hyderabad. The Authority thus proposes to adopt a rate of 3.33% based on
useful life of 30 years for the specific assets of terminal building, runway, taxiway and apron
added during the first and second control period in respect of SVPIA, Ahmedabad. The
Authority notes on other assets also the depreciation charged by AAl is not in line with the
Companies Act 2013. AAI needs to study this aspect and adopt a policy on depreciation to
align its rates with those specified with the Companies Act 2013 in due course. The
regulated Asset base is restated to the extent of the Impact of depreciation, being the
difference in the amount depreciation as per AAl with that of the amount of depreciation as

per Authority.

8.11. The impact of depreciation in RAB for the first and second control period are given

below:
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Table 7: Authority’s consideration on depreciation on RAB for the first and second
control period(Rs. In Crores)

1* control period
Details 2011-12 | 2012-13 | 2013-14 2014-15 2015-16 Total
As per AAI 47.49 47.32 46.65 45.09 44.98 231.53
As per Authority 32.41 32.28 31.88 30.71 31.69 158.97
2nd control period
Details 2016-17 | 2017-18 | 2018-19 2019-20 2020-21 Total
As per AAI 41.95 36.38 32.57 62.43 92.97 266.3
As per Authority 30.98 25.98 23.09 30.86 44.05 154.96

8.12. However, the Authority proposes to true up the depreciation considered for the second
control period based on the outcome of the study commissioned to suggest appropriate
rates of depreciation on the specific assets to be adopted for the regulation of the airports
in line with the provision of the Companies Act 2013. This aspect may be noted by AAI while
making MYTP for other airports and for future control period. Since depreciation rate
adopted are different, the value of assets in the books of AAl would be different from the

value of assets adopted for regulatory asset base. AAl may submit reconciliation statement

based on the P&L Account and Balance Sheet and for regulatory purposes.

Proposal No. 3. Regarding treatment of Depreciation

3.a. The Authority proposes to consider the depreciation values on additions as per
the certification of AAI with the exception of the rate considered for the specifiv
assets of terminal building, runway, taxiway and apron for the first and second

control periods.

3.b. The Authority proposes to adopt a rate of 3.33% based on useful life of 30
years for the specific assets of terminal building, runway, taxiway and apron

added during the first and second control period.

Truing Up: 2. True up for Proposal No. 3 above

2.a.The Authority proposes to true up the depreciation considered for 2015-16 and entire

second control period based on the outcome of the study commissioned to suggest
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appropriate rates of depreciation on the specific assets to be adopted for the

regulation of the airports in line with the provision of the Companies Act 2013.
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9. Roll Forward of RAB

9.1 The actual roll forward RAB for the tariff years 2011-12 to 2015-16 of the first control
period for the purpose of arriving at the forecast and Roll forward RAB for SVPIA for the
second Control period and the Average RAB for Return purposes, the following has been

considered by AAl in the tariff proposal:

9.1.1. Initial opening RAB as of 01.04.2011 is of 386.4 crore RAB (book value of the
assets at the beginning of second control period the estimated closing which is the initial

i.e.as on 01.04.2016) was Rs. 186.20crore.

9.1.2. Capital works for the second control period is Rs.481.40 crore in a phased

manner for Airport Services.

9.1.3. the depreciation values on additions as per the certification of AAl

9.2.  As per submission of AAI, the following are the summary of the initial and Roll forward

RAB for SVPIA (Airport Services) as under:

Table 8: Summary of the forecast and Roll forward RAB and Depreciation for SVPIA (Airport
Services) as per AAI (Rs. In crore)

1* control period
Details 2011-12 | 2012-13 2013-14 2014-15 2015-16

A | Opening RAB 386.47 344.50 300.35 255.24 212.43

B | Additional Assets
capitalized during the

year 5.52 3.20 1.54 2.28 18.75
Disposals/Transfers 0.00 0.03 0.00 0.00 0.00
Depreciation 47.49 47.32 46.65 45.09 44.98
E | Closing RAB(A+B-C-D) 344.5 300.35 255.24 212.43 186.20
Average RAB (A+E)/2 365.49 322.43 277.80 233.84 199.32

2" control period
Details 2016-17 2017-18 2018-19 2019-20 2020-21
A | Opening RAB 186.20 151.64 115.27 82.69 495.26

Additional Assets
capitalized during the

year 7.40 0.00 0.00 475.00 24.00
Disposals/Transfers 0.00 0.00 0.00 0.00 0.00
D | Depreciation 41.95 36.38 32.57 62.43 92.97
E | Closing RAB(A+B-C-D) 151.64 115.27 82.69 495.26 426.29
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Average RAB (A+E)/2

168.92 133.46 98.98 288.98 460.78

9.3. The Authority examined the details of the asset capitalization projected by AAI. It is
noted that according to AAl’s submission in the present determination process, assets in
respect of Aeronautical services other than CNS/ATM services have been considered. Thus,
additions to fixed assets on account of CNS/ATM Services are excluded from RAB for the

present exercise of aeronautical tariff determination of SVPIA.

9.4. The Authority proposes to adopt a rate of 3.33% based on useful life of 30 years for the
specific assets of terminal building, runway, taxiway and apron for the first and second
control period to bring out uniformity and consistency in its approach for depreciation.
Accordingly, the Initial and Roll forward RAB for SVPIA (Airport Services) has been

determined / estimated for the first and second control period respectively.

9.5. The Authority also proposes to true up the Roll Forward RAB for the second control
period based on the outcome of the recommendations of the commission set up for

determining the useful life of airport specific assets and depreciation thereon.

9.6. The Authority notes that assets amounting to Rs. 450 crores are proposed to be added
on the specific assets viz. Terminal building, Taxiway and Apron and the depreciation
thereon has been estimated for 2019-20 and 2020-21 based on useful life of the assets. The
terminal building assets consists of civil structure and electrical systems on which

depreciation has been estimated appropriately.

9.7. Thus, the summary of forecast and Roll forward RAB for SVPIA as per the Authority for
the first and second control period with the above consideration for depreciation allowable

on the specific assets are as follows;

Table 9: Summary of forecast and Roll forward RAB and Depreciation for SVPIA (Airport
Services) considered by the Authority for first control period (Rs. In crore)

1** control period
Details 2011-12 | 2012-13 2013-14 2014-15 2015-16
A Opening RAB 386.47 359.59 330.48 300.14 271.71
Additional Assets 5.53 3.20 1.54 2.28 18.75
capitalized during the
year
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1** control period
Details 2011-12 | 2012-13 2013-14 2014-15 2015-16
Disposals/Transfers 0.00 0.03 0.00 0.00 0.00
Depreciation 3241 32.28 31.88 30.71 31.69
Closing RAB(A+B-C-D) 359.59 330.48 300.14 271.71 258.77
Average RAB (A+E)/2 373.03 345.04 315.31 285.93 265.24

Table 10: Summary of forecast and Roll forward RAB and Depreciation for SVPIA (Airport
Services) considered by the Authority for second control period (Rs. In crore)

2* control period
Details 2015-16 2016-17 2017-18 2018-19 2020-21

Opening RAB 258.77 235.19 209.21 186.12 630.26
Additional Assets

capitalized during the

year 7.40 0.00 0.00 475.00 24.00
Disposals/Transfers 0.00 0.00 0.00 0.00 0.00
Depreciation 30.98 25.98 23.09 30.86 44.05
Closing RAB(A+B-C-D) 235.19 209.21 186.12 630.26 610.21
Average RAB (A+E)/2 246.98 222.2 197.67 408.19 620.24

9.8. The Authority proposes to true up the Roll forwarded RAB of 2015-16 of first control
period and 2016-17 to 2020-21 of the second control period on actual asset addition, at the

time of determination of tariff for the third control period.

Proposal No. 4. Regarding Roll forward RAB
4.a. Authority proposes to consider Roll Forward RAB as given in Table 9 and Table
10 above for the purpose of determination of tariffs for aeronautical services at

SVPIA in the current control period.
Truing Up: 3. Truing up for Proposal No. 4

3.a.The Authority proposes to true up the average RAB of 2015-16 of the first control period
and 2016-17 to 2020-21 of the second control period based on the actual date of
capitalisation of the assets at the time of determination of tariff for the third control

period.
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Table 28: Estimated ARR and Yield as per AAI for the second control period (Rs. in crore)

Details 2016-17 2017-18 2018-19 2019-20 2020-21
Average RAB 168.92 133.45 98.98 288.98 460.78
Return on Average RAB 23.65 18.68 13.86 40.46 64.51
@14%
Operating Expenditure 110.53 105.04 111.36 118.21 136.82
Depreciation 41.95 36.38 32.57 62.43 92.97
Corporate Tax @34.6% 14.88 29.72 38.10 35.84 30.80
Less- Revenue from
Services other than
Regulated Services 66.12 71.72 77.81 84.43 95.97
ARR 134.27 124.60 124.35 178.37 234.31
Total ARR 795.91
xi)"f Passengers (as per 5861418 6315867 6806542 7336421 7762005
Present Value Factor 1 0.88 0.77 0.67 0.59
Discounted ARR 131.09 107.51 94.65 110.16 122.71
PV of ARR for the Control 566.13
period as on 01-04-2016
Total Passengers during 34082253
the Control Period
Yield per Passenger for the Control Period (PV of ARR for control period /Total 175.57

Passengers during the control period (in Rs)

Table 29: Projected Revenue as per AAl Submission for the second control period (Rs. in

crore)
Sr. No. | Particulars 2015-16 [ 2016-17 2017-18 [ 2018-19 [ 2019-20 [ 2020-21
A Revenues from Regulated Services
Landing Charges:
26.85 28.46 30.17 31.98 33.90 35.25
11 Domestic
13.86 14.97 16.17 17.46 18.86 20.18
1.2 International
TOTAL 40.71 43.43 46.34 | 49.44 52.75 | 55.43
1.3
Parking and Housing 0.42 0.44 0.47 0.50 0.53 0.57
2 Charges:
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Sr. No. | Particulars 2015-16 | 2016-17 2017-18 [ 2018-19 [ 2019-20 | 2020-21
3 PSF(Facilitation) Charges:
16.98 18.16 19.43 20.80 22.25 23.36
3.1 Domestic
3.57 3.93 4.32 4.75 5.23 5.64
3.2 International
TOTAL 20.54 22.09 23.75 2555 | 27.48 29.01
33
4 User Development Fees:
21.51 23.02 24.63 26.35 28.19 29.60
4.1 Domestic
24.05 26.46 29.10 32.01 35.22 38.03
4.2 International
TOTAL 45.56 49.47 53.73 58.37 | 6341 67.64
4.3
1.28 1.36 1.45 1.54 1.64 1.74
5 Fuel Throughput Charges
Ground Handling 9.34 9.94 10.58 11.26 | 1198 | 1275
6 Charges
2.67 2.94 3.25 3.59 3.96 4.28
7 Cargo Charges
2.84 3.06 3.30 3.55 3.83 4.05
8 Cute services
9 Total Revenue 123.36 132.74 142.86 153.79 | 165.58 175.47

Authority’s examination on estimated ARR, Yield, Revenue Collection and Shortfall.

18.5. The Authority has examined the calculations of AAI for the various elements of the
regulatory building blocks that contribute to calculation of ARR. While calculating the ARR,
the Authority noted that AAI has drawn the tariff proposal based on the Guidelines and
experience in the process of determination of aeronautical tariffs on the proposals

pertaining to other major airports.

18.6. However, due to adoption of Regulatory depreciation rate (refer para 8.11 and 8.10
above), on the addition to specific assets viz. Terminal Building, Taxiway and Apron in the

first control period and second control period, the ARR has revised as under :
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Table 30 : ARR, Yield and True up as per Authority for the first control period

(Rs. in

crore)
Details 2011-12* 2012-13* 2013-14* 2014-15* 2015-16

Average RAB 373.03 345.04 315.34 285.93 265.24
Return on Average RAB @14% 52.22 48.31 44.15 40.03 37.13
Operating Expenditure 77.22 76.53 77.86 79.52 86.7
Depreciation 32.40 32.27 31.87 30.71 31.69
Corporate Tax @34.4 as per 7.80 11.58 13.84 19.95 22.82
AAIl
Less- Revenue from Services 36.66 41.92 44.84 56.36 60.98
other than Regulated Services
ARR as per the Authority 132.98 126.77 122.88 113.85 117.36
Total ARR as per the Authority 613.84
No. of Passengers (as per 4695115 4162747 4564225 5050433 5440451
actual/projected)
Yield (Rs./ Passenger) 283.23 304.53 269.22 225.43 215.72
Present Value Factor 1 0.8772 0.7694 0.6750 0.5921
Discounted ARR 132.98 111.20 94.54 76.85 69.49
PV of ARR for the Control period as on 01-04-2016 485.06
Total Passengers during the control period 23912971
Yield per Passenger for the Control Period (PV of ARR for control period /Total Passengers 202.84

during the control period (in Rs)

* Actuals

Table 31: Revenue earned under various streams and its resultant shortfall/excess for
the first control period as per the Authority (Rs. in crore)

2011-12* | 2012-13* | 2013-14* | 2014-15* 2015-16
True-up
Actual Aero Revenue
Landing 39.15 37.05 40.54 38.16 40.71
Parking and Housing 0.81 0.85 0.39 0.42 0.67
UDF 38.34 34.85 40.08 41.97 45.56
PSF 19.53 16.39 18.20 19.11 20.54
FTP+ITP 1.01 0.95 0.92 1.20 1.28
Ground Handling charges 4.53 10.85 9.97 8.78 9.34
CUTE 0.81 2.04 2.51 2.64 2.84
Cargo charges 2.42 2.86 2.59 241 2.67
Total Actual Revenue 106.60 105.84 115.20 114.69 123.61
Short fall /excess in 26.38 20.93 7.68 -0.84 -6.25
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True-up

2011-12*

2012-13*

2013-14*

2014-15*

2015-16

revenue i.e difference
(Target — Actual)

Future value as on
01.04.2016 with Discount
rate (14.00%)

1.9254

1.6890

1.4815

1.2996

1.1400

FV of the difference as on
01.04.2016

50.79

35.35

11.38

-1.09

-7.13

True-up as on 01.04.2016

89.3

*Actual

18.7.

Authority has estimated the following ARR and vyield for the second control period

based on various submissions of AAl. The Authority has also worked out the estimated ARR

which is likely to be recovered from Landing, Housing Parking and PSF.

Table 32: ARR and Yield as per the Authority for the second control period (Rs. in crore)

Details 2016-17 2017-18 2018-19 2019-20 2020-21

Average RAB 246.98 222.20 197.67 408.19 620.24

Return on Average RAB @14% 34.58 31.11 27.67 57.15 86.83

Operating Expenditure 110.26 104.68 100.86 106.45 123.61

Depreciation 30.98 25.98 23.09 30.86 44.05

Corporate Tax @34.6 as per 14.88 29.72 38.10 35.84 30.80

AAIl

Less- Revenue from Services 66.12 71.72 77.81 84.43 95.97

other than Regulated Services

True up short fall in first 89.30

control period

ARR as per the Authority 213.88 119.77 111.91 IE8 Is Not In IF8 Is Not In
Table Table

Total ARR as per the Authority 445.56

No. of Passengers (as per 5861418 6315867 6806542 7336421 7762005

actual/projected)

Yield (Rs./ Passenger) 364.89 189.63 164.42 0.0 0.0

Present Value Factor 1 0.8772 0.7694 0.6750 0.5921

Discounted ARR 213.88 105.06 86.10 0.00 0.00

PV of ARR for the Control period as on 01-04-2011 405.040

Total Passengers during the control period 34082253

Yield per Passenger for the Control Period (PV of ARR for control period /Total Passengers 118.842

during the control period (in Rs)
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19. Annual Tariff Proposal

19.1. During the course of various discussions, AAl has submitted that it would like to submit
ATP(s) for all the years of the Second Control Period for various categories of aeronautical

services provided by it at SVPIA.

19.2. AAl vide its latest submission dated 11.01.2016 proposed the following revision in the
tariff(s) (excluding taxes/levies) assuming the revision in tariff w.e.f.01.04.2016 till

31.03.2021.

19.2.1. Increase of 29% in International landing charges and 34% in Domestic landing
charges.

19.2.2.  Uniform increase of 143% in parking and housing charges

19.2.3.  UDF is merged with PSF (Facilitation) and no UDF will be levied separately w.e.f.
01.04.2016.

19.2.4.  PSF per Domestic Departing Passenger — Rs 200 (including Rs. 77 for PSF)
19.2.5.  PSF per International Departing Passenger — Rs 500
19.2.6. Noincrease is proposed in fuel throughput charges.
19.3. For the tariff year 2015-16 of the current control period the existing rates will continue
on Landing, Housing, Parking and UDF. AAI has proposed for differential rates for landing

charges by staggering the weight of aircrafts viz. upto 20MT, upto 50MT, upto 100MT, upto
200MT and above.

19.4. AAIl proposed for yearly increase of 4% every subsequent year (2017-18 onwards) for
Landing, Parking and Housing and PSF(Facilitation) charges, being 50% of average increase in

WPI.

19.5. In order to give a boost to aeronautical revenue, AAl has proposed for a scheme of

rebate in landing charges depending on the number of landings per week.

19.6. The Ministry of Civil Aviation, Govt. of India vide order no. AV.16011/002/2008-AAl
dated 30.11.2011 has directed AAIl to exempt the following categories of persons from levy

and collection of UDF/PSF at the Indian airports.
19.6.1.  Children (under age of 2 years);
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19.6.2.  Holders of Diplomatic Passport;

19.6.3.  Airlines crew on duty including sky marshals & airline crew on board for the

particular flight only (this would not include Dead Head Crew or ground personnel);
19.6.4.  Persons travelling on official duty on aircraft operated by Indian Armed Forces;
19.6.5.  Persons travelling on official duty for United Nations Peace Keeping Missions;

19.6.6.  Transit/transfer passengers (this exemption may be granted to all the passengers
transiting up to 24 hrs “A passenger is treated in transit only if onward travel journey is
within 24 hrs from arrival into airport and is part of the same ticket, in case 2 separate

tickets are issued it would not be treated as transit passenger”; and

19.6.7.  Passengers departing from the Indian airports due to involuntary re-routing i.e.

technical problems or weather conditions

19.7. Accordingly AAl have submitted the ATP(s) for second control period in respect of SVPIA
vide their letter dated 11.01.2016. The ATP(s) as submitted by AAI for the tariff years 2016-
17 (w.e.f.01.04.2016) is annexed herewith for stakeholder Consultation. AAl have requested
that the short recovery of ARR of the first control period due to non-recovery of full
required yield per passenger, to minimize the burden on the user, may be allowed to be

recovered / adjusted in the second control period.
Authority’s Examination

19.8. The Authority noted that AAI has proposed revision of tariff for SVPIA in respect of
Landing charges, Housing and Parking charges and Passengers Services Fees (facilitation) for
the second control period (effective from 01.04. 2016). Further, the Authority also noted
that AAIl indicated to effect annual increases w.e.f. 1*April of each tariff year during the
control period for WPI. In their tariff proposal, AAl has considered a WPI-X based on the
long term forecast of WPI as available in the RBI website. Further, AAl has considered
efficiency X factor of 0.1% in their tariff calculations. The Authority further notes that the

proposed scheme of discount on landing charges to boost the revenue will also foster
aviation economy and help optimum utilization of the resources at SVPIA, Ahmedabad.

19.9. The Authority notes that waiver of landing charges for (a) aircraft with a maximum

certified capacity of less than 80 seats, being operated by domestic scheduled operators (b)
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Helicopters of all types as approved by Govt. of India vide order no. G.17018/7/2001- AAI
dated 9"Feb.2004 will be retained in order to encourage and promote Intra regional

connectivity at SVPIA, Ahmedabad.

19.10. Authority notes that the landing charges at any major airport is based on the weight of

an aircraft as per the provisions of ICAO DOC 9082, wherein it is stated that;

“The landing charge scale should be based on a constant rate per 1000
kilograms or pounds in weight, but the rate may be varied at a certain level or

levels of weight if considered necessary”.
It further states that

“....any charging system should, so far as possible, be simple and suitable for

general application at international airports”.

19.11. In all the major airports in India located at the metros at Delhi, Mumbai, Bengaluru,
Hyderabad and operated by DIAL, MIAL, BIAL and HIAL, the Landing charges are categorized

in two sections viz. less than 100 MT and more than 100MT

19.12. In line with the general viewpoint of ICAO / IATA and other aviation bodies, the
Authority is of the view that the operators(AAl) should ensure early and timely involvement
of airlines and/or their representative organisations and other stakeholders in business
plans, Capital expenditure for infrastructure development and its financing and the tariff

structure.

19.13. The Authority also notes that addition to RAB of Rs. 506.40 crore would be made during
the second control period. This capitalized expenditure would attract depreciation which
has been considered as per the methodology of the Authority adopted for the other major

airports.

19.14. The charges for aeronautical services are to be set on the basis of target ARR on
estimated basis, RAB additions, Depreciation, Operational expenditure and taxes, and the

growth in traffic.
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