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NAME OF WORK: AUDIT OF DIAL’s FINAL PROJECT COST ESTIMATES 
  

PROJECT: CONSTRUCTION OF INDIRA GANDHI INTERNATIONAL AIRPORT 
FACILITIES AT NEW DELHI 

 
PREAMBLE  

 
PURPOSE:  
Airports Authority of India intends to carry out Technical Audit of DIAL’s Final Project Cost 
Estimates to verify the Capital Expenditure incurred in the Construction of Airport Facilities 
at New Delhi.  
AAI have appointed Engineers India Limited as a Technical Auditor (TA) for Audit of DIAL’s 
Final Project Cost Estimates vide their letter no. AAI/MC/DIAL-06/DF/2010-11/117dated 13-
05-2010.  
 
SCOPE OF WORK: 

I) Assess whether the project implementation plan, timeline, project cost 
including contingency cost estimates were developed by DIAL in accordance 
with approved Master Plan and Major Development Plans, any relevant 
agreements with GOI/ AAI and generally accepted best practices.  

II) Analyze and determine the cost over-run in terms of change in technical 
specifications, change in scope, quantity variance and price variance. Assess 
the reasonableness of the said changes/ variances in view of operational 
requirements and price escalation. 
 

III) Assess whether all possible technical alternatives (e.g. alternate materials, 
revised design, reduced material quantity, parallel processing etc.) were 
considered and optimum plans were selected and implemented by DIAL to 
contain the cost over run. 
 

IV) Assess whether Project Management Techniques were effectively used. 
 

V) Assist the Authority in the deliberations regarding proposal made by DIAL, 
based upon their Audit of the Project Cost. 
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EXECUTIVE SUMMARY 
 

The objective of this study is to assess the Project Cost spent by DIAL (JVC) on the construction of 
different components of IGI Airport of Delhi. The Airport has been constructed on design build basis 
within a record time of 37 months. The Project was given a deadline of completion six months prior 
to  the commencement of Common Wealth Games to have sufficient time to take care of the teething 
problems. The phase - I of the Project was having following components to be developed by 31-03-
2010. 

 
 

Phase 1A: 
 Modernization and refurbishment of existing Terminal 1 and Terminal 2 
 Construction of 3rd Runway 11/29, (Code F Compliant) of 4430 m long and 75 m wide 

and associated taxiways of approx. 1.4 Million Sq. M. 
 Fire Stations, ARFF vehicles, electrical sub stations etc 
 Construction of New Domestic Terminal 1D in lieu of T1B 

 
 

Phase 1 B: 
 Construction of New Integrated Terminal 3 of 5.5 Lacs Sq. M. to handle 34 million 

passengers annually and other landside/airside facilities 
 Construction of 947,000 m2 of Apron 
 Construction of Other associated buildings like Airport Services Building, Airport 

Connection building to Metro, Main receiving sub stations etc. 
 Multi Level Car Parking (MLCP) for 4300 Cars  

 
Others: 

 Rehabilitation of Runway 10/28 
 
General issues which have cropped up during Audit are given below 
 

1. Uncapped Design build approach adopted by the JVC: DIAL has adopted an uncapped 
design build approach for the Project, and the end result is a splendid Airport completed 
in a crashed time schedule of 37 months with facilities at par with International Airports. 
However, the cost of the Project could not be contained within their cost estimation 
prepared at the time of financial closure. Uncapping of the cost was due to non-availability 
of much of the information on design part, which has been done parallely while execution. 
 

2. Time was the Primary Target and no check kept for Cost overrun either by DIAL or their 
PMC. The Project stands on the testimony of time. Project duration was crashed 
remarkably and further linked with OMDA’s stringent L.D clauses. Study shows that JVC’s 
primary objective was shifted to Project completion and the Project Cost could not be 
given top priority. Initially Project estimates were prepared by MOTT Macdonald while 
preparing Major Development Plans. Thereafter neither JVC nor their PMC has given 
enough emphasis to estimated Project cost. As per Technical Auditor’s observations, the 
detailed cost was only worked out in March 2010 at the time of submission to AERA. 
PMC during execution used to generate a single page report which has been provided to 
the Auditors for a sample. But they never emphasized to their Clients that the Project cost 
trend is upwards  and needs to be corrected. Projects executed in our own country as 
well as overseas in other sectors by many Promoters shows that there is a variation limit 
on cost which has to be looked upon very seriously by management and their consultant.  
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3. PMC have not monitored Cost adherence to Original Project Cost: Project management 

consultant did not look at the cost increase aspects. They were more involved in 
engineering review and site management, but could not give trigger for cost variation. 
 

4. No estimation from DIAL for CWP’s: DIAL has not done detailed estimation for any of the 
CWP. They have reviewed the estimates prepared by L&T while evaluation & 
recommendation of CWP. The negotiations done by DIAL were hypothetical and were not 
supported with back up documents. 
 

5. No estimation either from DIAL or L&T for SCP’s: For awarding works to sub-contractors, 
neither DIAL nor L&T had detailed estimation. Negotiations and price reductions were 
done on notional basis. 

 
Technical Auditors have worked exhaustively and found few variations from MDP which have been 
discussed later in the report. The cost of the Project is within the cost bench marked by M/s Jacobs 
Consultancy, but it is on the upper side for some works when we gauge it with best industrial 
practices prevailing in India. Best industrial practices mean the norms followed by construction 
industry for various Infrastructure Projects being executed by CPWD, various PSU’s and private 
promoters in India.    
 
Various clauses and annexures of this report will elaborate the basis of increase in cost. There was a 
slippage on the part of JVC regarding non-approval of various changes made during execution 
stage. The main area of concern is the increase in area of Terminal Building from 4.5 Lac Sq. m. 
worked out by MOTT Macdonald in MDP to 5.53 Sq. M. actually constructed at site. Due to this 
increase in area, all other items of the Project have increased proportionately. JVC have not taken 
any approval either from MOCA or AAI for this major change.    
 
Due to high risk involved in the Project, the % age of risk premium considered by Principal contractor 
and sub-contractor are also high which are totally borne by JVC resulting into further increase in 
Project Cost. 
 
As per Technical Auditor, the amount to be excluded from the Project cost is shown in Annexure – IV 
of this Report.  
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The summary of Project Cost is depicted below. 
 

Summary of Project Cost  in Crore 

DESCRIPTION 
INITIAL 

COST AS 
PER DIAL 

FINAL 
COST AS 
PER DIAL 

COST AS 
PER 

AUDITOR 
REMARKS 

T1, T2 & Initial CWIP 762 754 754   

Runway/Taxiway/Apron/L
ighting 1765 2634 2,610.18 

Reduction in cost of 
Apron, Refer clause no 
5.1 

Terminal - 3 and 
Associated Buildings 4669 6836 6,373.50 Refer Annexure – III & IV 

Airport Services Building 
& Airport Connection 
Building 

-  160 160 
  

Preliminary, Preoperative 
& IDC 1279 1320 1,320   

METRO 350 350 350   

Upfront Fee paid to AAI 150 150  - Refer Financial 
Consultant’s comment

Rehabilitation of Runway 
10-28  - 110 90 

Refer clause no 5.5 of the 
Report 

Delhi Jal Boaard 
Infrastructure Funding  - 54 54   
New ATC Tower with 
Equipments -  350  - Refer clause no 5.3 of the 

Report 

Security Capex  - 139 139   

Total Project Cost 8975 12,857 11,850.68   
 

Note: Security related Capex of  139 crore has been considered against cost of Baggage handling 
system up to screening stage and Capital cost incurred on Boundary wall & Chain linking fencing. 
This has been considered after receiving AERA’s letter no.  F. No. AERA/20011/DIAL-DF/2009-
10/VOL-III dated 21st July 2010 with an attachment of MoCA’s letter no AV.13028/01/2009-AS dated 
05/07/2010. Therefore, the Project cost submitted by DIAL have been revised from  12,718 Crore to 

 12,857 Crore. 
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1.0 INTRODUCTION 

The concession for Indira Gandhi International airport is a part of the process that the Indian 

Government has been implementing under the auspices of the AAI to privatize the Indian 

airport system which follows a world wide trend that began in the 1980’s in the U.K and 

gathered increasing momentum throughout the world aviation industry. 

 

AAI shortlisted 9 private sector consortia to participate in the bidding process out of which six 

consortia submitted their technical and financial bids for Delhi & Mumbai. On January 31, 

2006, the bids of the shortlisted consortia were opened and based on the evaluation process 

followed by AAI, the GMR-led consortium was selected as the successful bidder for Delhi 

Airport. The GMR led consortium, Delhi International Airports Limited (DIAL), a Private 

Limited Company under Indian Companies Act, was entrusted to develop and operate the 

Airport under PPP mode for a period of 30 years and was allotted land of 2000 Hectares at 

Delhi. The consortium partners of DIAL are shown below. 

 

Sr. No. Shareholder Percentage Shareholding 

1 GMR Infrastructure Limited 31.10% 

2 GMR Energy Limited 10% 

3 Fraport AG Frankfurt Airport Services Worldwide 10% 

4 Malaysia Airports (Mauritius) Pvt. Limited 10% 

5 GVL Investments Pvt. Limited  9% 

6 India Development Fund 3.9% 

7 AAI 26% 

 

In order to develop the Brownfield airport, an Operation, Management and Development 

Agreement (OMDA) was signed between Airports Authority of India and Delhi International 

Airport Pvt. Limited (DIAL) on 4th April 2006. A State support Agreement between the 

President of India on behalf of Government of India and Delhi International Airport Pvt. 

Limited was signed on 26th April 2006. Finance closure and construction of the different 

works started in 2007 and Phase I A of the construction was commissioned in year 2008. The 

construction works of Phase I B were completed on 31-03-2010. The % age of share of the 

partners in the Consortium can be depicted as follows: 
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The legal framework of the Consortium can be depicted as below: 
 

 
The Legal Framework 
 
 

 
 
       

OMDA/ATM   Concession   Leader of JVC   
                      Agreement       
            
            
            
                   

        Retail Mgmt     Operation Mgmt     
            
            
            
    

                                                       
                          Financing &                                                                                                               Shareholder 
                         Security Agreement                                   Agreement   

 
 
 
 
 

 

With reference to imposition of development fee (DF) at Delhi International Airport, the capital 

expenditure incurred in construction of the same came up for examination of Airports 

Authority of India (AAI). Airports Authority of India (AAI) vide their letter no. AAI/MC/DIAL-

06/DF/2010-11/117dated 13-05-2010 appointed EIL as Technical Auditor for carrying out 

Audit of DIAL’s Final Project estimates.  
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2.0 PROJECT DETAILS & SCOPE OF WORK 
The Brownfield airport covers an area of 2000 Hectares. M/s Mott MacDonald prepared the 

Master Plan and the Major Development Plan in 2006. The chief objectives of the master 

plan were to achieve a scheme that would meet the forecast traffic for the 20 year forecast 

horizon, achieve the maximum processing ability of the site available and to ensure that the 

initial phase (phase I) could be delivered by 2010, in time for the Commonwealth Games.  

This required that the master plan was generated using a rigorous and re-iterative selection 

process in order to provide the optimal and customised solution specific to the existing site 

conditions. The Master Plan was developed keeping the following criteria in view. 

i) Optimal operational efficiency 

ii) Optimal site utilization for the phase 2010/12 development 

iii) Maximum flexibility related to common user facilities 

iv) Passenger travel distances 

v) Modular expandability 

vi) Optimal CAPEX expenditure 

 

The Airport development was proposed to be carried out in four phases, the phase 4 will be 

commissioned in year 2021for capacity horizon 2026.  

Master Plan of the Airport includes provision of the following Mandatory Capital Projects at 

Phase I (IA & IB): 

 New Parallel Runway – (Runway 11R/29L) 

 Initial Parallel Taxiway to Runway 11R/29L 

 High speed exit Taxiways and other Entry/Exit Taxiways to Runway 10R/29L 

 Pair of cross link Taxiways 

 Satellite Rescue and Fire Station 

 New link Taxiway from Taxiway P to Taxiway C and E 

 New International/Domestic Terminal development 

 New landside road to International/Domestic Complex 

 New car park (Multi level car parking) 

 Expand Apron at International/Domestic Terminal 

 New elevated terminal front (departures) road 

 New ground level terminal front road 

 Taxi/coach park 

 Close terminal access road to non-airport through traffic 

 Rapid exit taxiway for landing Runway 10 – completed by AAI in Feb’ 2006 
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 Domestic apron – 5 additional bay– completed by AAI in Feb’ 2006 

 Second source of power supply– established by AAI in Dec’ 2005 

 Docking Guidance system for T2– completed by AAI in Oct’ 2005 

 Ceremonial lounge T2 

 Crash fire tenders 

 New taxiway parallel to Runway 9/27 between taxiway D and associated rapid exit 

taxiway 

 Expansion of international apron to provide for peak stand demand prior to completion 

of major terminal development 

 Redevelop terminal 1B/arrival   

 Provision of in-line X-ray baggage scanning system 

 Reconfiguration, relocation, expansion of critical passenger processing and 

operational support areas within the existing terminal facilities, including at least the 

area listed. 

 Upgrade general aesthetics of all terminals 

 Traffic plan outside the terminal 

 Upgrade signage within all terminals 

 Upgrade flight information and PA system 

 Improve passenger amenities within all terminals 

 Upgrade retail offering within the terminal 

 Public information displays in all terminals 

 T1 (A/B arrival) and T2 traffic improvement scheme 

Development of the airport had been planned to be in Phases depending upon the growth in 

traffic figures projected to be handled by the Airport. 

 

The major works of Airport include the following: 

• New Runway 11R/29L  of approximately 4430 m length with ILS Category C facilities 

• Five Parallel Taxiways, 11 Rapid Exit Taxiways (RET) and 2 connections for new 

Runway 11R/29L 

• Passenger Terminal Building (for domestic & international traffic) of 5,53,870 Sq. m. 

floor space (designed for 34 million passengers annually and complying with the peak 

hour demand of approx. 9450 passengers in peak hour) having raft foundations with 

all civil, structural and finishing works and double basement with utilities. The salient 

features of PTB and associated works are shown below: 
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 8 Level Terminal Building and 2 connected Piers of 1.2 KM length each 

    168 Check in counters 

 In line baggage handling system – 12,800 bags/hour capacity with tilt tray 

sorter 

 49 outbound and 46 inbound immigration counters 

 8 Chillers each of capacity 2500 TR capacity 

 2875 CCTV Cameras 

 8000 speakers for public address system 

 12 KM of aviation fuel hydrant system 

 MLCP for 4300  cars 

 92 Automated Walkways (Travellators), 63 Elevators and 34 Escalators 

 

 

i) Passenger Terminal Building- Departure Level 

 

 
 

 

 

 

 

CHECK IN CONCOURSE 
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ii) Travellators in Piers 

 
 

 

iii) MUDRAS IN CANYON 

                                
 

TRAVELLATOR 

MUDRAS IN CANYON
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iv) Passenger Boarding Bridge: 78 Nos  

 

 
 

v) Baggage Reclaim Belt & In-line X-ray machine :  

a. 14 Nos. Baggage reclaim belt 

b. 41 Nos. of In-line X-ray machines 

 

  
 

 

PBB 

Baggage Reclaim & In-line X-Ray Machine
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vi) Flight Information Display System & Signages 

 

 
 

 

vii) All works related to the IT system including networking etc.,  

 

              
  

 

 

 

 

AOCC 

FIDS & SIGNAGES 
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3.0 EIL’s APPROACH METHODOLOGY FOR AUDIT 
3.1 Comparison of actually implemented facilities with provisions in Master Plan, Major 

Development Plans, any relevant agreements with GOI/AAI and generally accepted best 

practices 

3.2 Comparison of Timelines as per OMDA 

3.3 Determination of cost over- runs in terms of technical specifications, variation in scope of 

work in view of operational requirement and escalation if any 

3.4 Assessment of optimum plans from various possible technical alternatives 

3.5 Assessment of utilization of Project Management Techniques effectively for all the 

components 

3.6 EIL’s team  have studied the following documents furnished by DIAL. 

 

(i) Concessionaire Agreement & its Amendments  

(ii) State Support Agreement 

(iii) Delegation of Powers 

(iv) Master Plan and Major Development Plan 

(v) Specifications  

(vi) Drawings of key components 

(vii) Break up of initial Project Cost 

(viii) Break up of Final Project Cost 

(ix) Contract Document for M/s Larsen & Toubro Ltd. 

(x) CWP – Runway & Taxiway and Passenger Terminal Building 

(xi) SCP – HVAC 

(xii) Report on Project Cost (Audited by M/s Brahmayya & Co., Chartered 
Accountants) dated March 2010 submitted by DIAL to AERA 

(xiii) Overall Project Schedule, Monthly Progress Reports 

(xiv) Quality Assurance System  

(xv) Commercial, Contracts and Procurement Management Manual as per ISO 
9001:2000 
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4.0 ASSESSMENT OF PROJECT IMPLEMENTATION WITH RESPECT TO MASTERPLAN, MDP 
ETC. 

The Project implementation plans, timelines were developed generally in line with the 
requirement of approved master plans, major development plans and generally accepted 
best practices, refer Annexure –I & II. Some variations have been observed during 
technical audit and are indicated as follows: 

 

4.1 Terminal Building T3 
 

The area of Terminal Building T3 as per approved major development plan 
(MDP) is 4,51,644 Sq. m. for horizon year 2016 to cater to 34 million 
passenger per annum. However, the actual area provided is 5,53,887 Sq. m. It 
is stated by DIAL that this has been necessitated due to additional area 
requirement by stakeholders and change in scope during the detailed design 
that was not envisaged at MDP stage like MEP Plant in sub-basement & 
basement (sub-station etc.); Meeters & Greeters area at arrival level; actual 
requirements of BHS plant & custom offices; forecourt at departure level; 
additional requirement of food court (at CIP, Office & Hotel levels) & retail 
area;  ramp access to baggage hall at apron level, additional staff access & 
office requirements of ground handling agencies. Variance Analysis of area for 
Passenger Terminal Building and Piers from originally estimated to actual 
constructed is shown in Table No 3 of the Report.  

The factors depicted below are the basis of area increase in Terminal Building 
which was not envisaged at the time of finalization of MDP. 

 

4.1.1 The sub-stations constructed at basement & sub-basement level are part of 
Passenger Terminal Building. This has saved on the cost of cables and utility 
tunnels from a remote sub-station to PTB. It is the latest trend all around the 
world to construct the sub-stations within Terminal Buildings to save land 
around for additional Aprons etc. 

 

4.1.2 MOTT Macdonald during the preparation of Major Development Plan had kept 
a provision of External Concourse/meters & greeters area at arrival level (refer 
clause no 3.5.6, table no 3.5 of MDP), but they  had not considered the area 
while designing initial layout of PTB. The area shown in MDP for external 
landside arrivals concourse is 4106 Sq. M, which has not been considered for 
summation while calculating sub total of internal & external landside arrival 
concourse. It is only during detailed engineering, that the exact layout for 
meter & greeters could be demarcated and put for construction.  

 

4.1.3 As per MDP, the baggage handling system shall be designed for Level 1 to 
Level 4 of security check, however during execution it was decided to 
incorporate Level 5 also at Mezzanine Level. Due to this change and 
additional area provided for customs, the overall area has been increased at 
this level.     



 
 
  
 

 
Template No. 5-0000-0001-T2 Rev. 1                                                                         Copyrights EIL – All rights reserved 
 

 Page 18 of 32
DOC.NO. A069-00-24-41-

1001 REV. 0 
 

FINAL REPORT FOR  
TECHNICAL AUDIT OF DIAL’s FINAL 

PROJECT COST ESTIMATES  
 

  
4.1.4 M/s MOTT Macdonald had omitted inclusion of forecourt (at departure level) in 

Major Development Plan. As per clause no. 3.5.6 - theoretical floor area, refer 
table no 3.5 of MDP, the forecourt area was not at all considered at the time of 
finalization of Major Development Plan. The same has been included by DIAL 
while execution.  

 

4.1.5 Apron Level ramp access for baggage & office requirements of ground 
handling agencies, oil companies & airlines  was not considered by M/s MOTT 
Macdonald while preparing MDP, however it was decided during execution to 
provide such facilities in Terminal area. 

 

4.1.6 As per clause no C1.9.1, Chapter C - Master Planning of IATA, average floor 
area/PHP is 45. IATA have mentioned average value of 45 by considering 
floor area/PHP of few airports in Asia & Pacific Region.  The average figure of 
45 does not make anything stringent to be followed by airport operators. IATA 
also shows the Floor area/PHP for Singapore (SIN) - T3 as 61 and Incheon 
International Airport (ICN) as 55. IATA have not mentioned anywhere about 
area to be considered for utilities like sub-stations etc. for calculating floor 
area/PHP. In modern scenario, utilities are becoming the integral part of 
Terminal Buildings which are also significantly increasing area of Terminal 
Building. Moreover, in order to meet the service quality requirements of 
OMDA, the additional areas have been arrived at during detailed design. 

IATA has standards for specific areas of passenger terminal so that in the 
passenger processing area and in the lounges etc., an acceptable level of 
comfort and passenger convenience is maintained but it does not have a 
standard for overall size. These are however IATA standards and not 
necessarily global benchmarks that all airport terminals are planned and 
designed for. As a result, there is wide variation on the interpretation of this 
metrix across the world. 

4.1.7 Hence the area for PTB & Piers constructed by DIAL seems to be reasonable. 

 

4.2 Airport Service Building & Airport Connection Building 
Airport  service building was originally a part of T3 to provide Airport operation 
control centre and control centre for various systems including IT. But during 
course of construction, it was decided to construct a separate Airport service 
building to house various facilities viz  IT systems, the Airport operation 
command and control centre (AOCC), emergency response interaction centre, 
security operation  control and command centre etc. The dedicated building 
constructed is Ground + Four Floors and having built up area approximately 
4400 Sq. M.   

The airport connection building is connecting underground metro station, 
terminal 3 and multi level car parking. The overall area of the building is 9000 
Sq. M. This has elevators/inclined travellators for inter-connection. 

Total built up area of these two buildings comes around 13400 Sq. M.  And the 
cost as per the CWP given to L&T is  160 Crore.  
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4.3 Apron 
As per the cost report submitted by DIAL dated March 2010, Apron area 
shown in preliminary estimates are 7,00,755 Sq. M. which includes 34,200 Sq. 
M. of unpaved area, whereas the actual works done at site as per the 
information furnished by DIAL  is of 9,47,000 Sq. m. (including unpaved area & 
turfing). Table no.1 below shows the area actually done at site. 

 

    Table No. 1 
 

Description 

 
Rigid 

Type (in 
Sq. M.) 

 

 
Flexible 
Type (in 
Sq. M.) 
 

 
Shoulder 
Type (in 
Sq. M.) 
 

 
Turfing 
area (in 
Sq. M.) 
 

 
Total area 
(in Sq. 
M.) 
 

Total net area of 
main apron 693715 6353 6190 93991 800249 

Remote apron 301 to 
305 53059    53059 

Taxiway 6 & 7 Tie ins 6280 1800 8700  16780 

S-taxiway & fillet 12388  4957  17345 

Taxiway shoulder 
strengthening works 
near main apron 

 59567   59567 

Total 765442 67720 19847 93991 947000 

As per Preliminary 
Estimates 666555   34200 700755 

Variation in 
Preliminary & Final 
Quantities 

98887 67720 19847 59791 246245 

        

4.4 ATC & Associated Buildings 
 

As per Approved Master Plan, the commissioning date for New ATC 
centre/Tower is shown as 2016 in phase III for capacity horizon 2021 (refer 
Chapter 4, Clause 4.2—Phasing and Migration strategy). However the 
competent authority, AAI has taken the decision regarding pre-ponement of 
construction of new ATC Tower and associated area control centre (ACC) 
from the earlier schedule of 2016 to December 2011 due to operational 
necessities vide letter nos. F.No. AV.20036/017/2008-AD dated 19-01-2010 
and AAI/MC/DIAL-06/DF/2010-11 dated 25-06-2010.  
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4.5 MLCP in Domestic area 
 

Total Multi Level car parking in front of Terminal T1 required is 
1200+800=2000 cars as per MDP (figure 20.3). However the MLCP has not 
been constructed and open surface parking for 1218 cars, 16 buses and 60 
special/VIP cars (total parking for 1294 vehicles) is actually provided.  

 
4.6 Baggage Handling System for T-3 

 
As per Master plan, clause no 13.3 (page no. 13-16), the check- in is arranged 
in 7 check-in islands, each island having two rows of 13 desks each making a 
total of 182 desks. In the initial phase only 5 check-in island will be installed 
along with 5 associated makeup carousels in the baggage hall. As passenger 
growth begins to absorb check-in capacity the additional 2 check-in islands 
and associated make up carousels will be installed in the Terminal. The 
system and Building envelope will be designed to allow for this future 
provisions to cater for the projected 2016 demand.   

Since the Traffic growth was incremental, DIAL has taken the decision to 
provide 2 nos. additional check in Islands. 

Also there was no provision of automatic sortation system in Master 
Plan/Major Development Plan, but visualizing the air traffic and facilitating 
passenger movement it was decided by DIAL to provide automatic sortation 
system for Terminal T-3. 

 
4.7 Control & Monitoring System 

 
There is no provision of control & monitoring system in Master Plan for 
efficient energy management, however CMS has been introduced as a part of 
detailed design of the HVAC system. 

 

4.8 Cargo Apron 
 

As per Major Development Plans, six Cargo remote stands in phase 1A were 
scheduled to be provided by DIAL for the benefit of International traffic. These 
stands refer to freight operations on completion of the phase 1B passenger 
terminal development. However the work on these remote cargo stands has 
not been executed by DIAL since cargo generally comes in the belly of 
aircrafts and cargo aircrafts handling bulk cargo are not anticipated in near 
future. 
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4.9 Rehabilitation & strengthening works of 10-28 Runway  

 
The Rehabilitation and strengthening works of 10-28 Runway are not part of 
Master Plan. After investigative survey of core analysis, pavement 
classification index (PCI) and Geotechnical survey, it was decided to carry out 
Rehabilitation of 10-28 Runway. DIAL has awarded the works to M/s NAPC 
Limited on competitive bidding basis.  

As per the Technical specifications and special conditions issued by DIAL, the 
Runway has to be designed for a life of 20 years and compliance with code 4E 
of ICAO, Annexure – 14 (Aerodrome Design Manual). Also as stated by DIAL, 
the PCN value assessed at approximately 135/F/B/W/T (based on assessment 
done through COMFAA software by Designer). However, the actual PCN will 
be assessed by way of HFWD investigations on completion of works on 
Runway.    

The scope of work as per the contract between M/s DIAL and M/s NAPC 
limited is shown below. 

i) The rehabilitation of Runway 10/28 along with the construction of all the      
Taxiway intersections  

ii) The Airfield Ground Lighting for the Runway is also to be re-laid for 
which the pit and duct system is to be provided by the contractor. 

iii) Three sub-stations of (approximately) 500 Sq. M. area each  

iv) Drainage along the Runway strip (150 M on either side of the Runway) 
also needs to be rehabilitated 

The   Cross-section & Contractual details of rehabilitation works have been 
furnished by DIAL and it is found that the works undertaken shall be 
considered as Capitalized expenditure and not a regular maintenance 
expenditure.  

 

4.10 Project Cost 
 

The cost estimates prepared by DIAL at the time of financial closure were only 
preliminary cost estimates and not the detailed cost estimates due to lack of 
detailed drawings.  

As per the cost estimates prepared by DIAL at the time of financial closure, the 
total cost of the Project was earmarked as  8,975 Crore. However the 
Capitalized Budget as per the approved major development plan was  6,756 
Crore (Refer chapter no 6, page no 6-1 of MDP).   

The Final Project cost worked out by DIAL and submitted to AERA is  12,718 
Crore. 

Table no. 2 below shows the Project cost shown in MDP, Project cost at the 
time of Financial closure and Final Project Cost incurred by DIAL. 
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PROJECT COST 
 
Table No. 2 
 

Project Cost ( T1, T2 & T3) 

PROJECT 
COST AS PER 

APPROVED 
MDP (  IN 
CRORE) 

PROJECT 
COST AT THE 

TIME OF 
FINANCIAL 

CLOSURE (  IN 
CRORE) 

FINAL 
PROJECT 

COST AS PER 
DIAL (  IN 
CRORE ) 

Airfield (Runway, Taxiways, etc) 368.80 
1,765 2,634 

Apron 252.50 
Passenger Terminals (Incl. City side 
access roads, bridges, etc) 4,098.40 4,669 6,836 

Cargo Terminals 22.00 Nil Nil 
Airport Service Building & Airport 
Connection Building Nil Nil 160 

General Aviation Terminal 130.00 

762 754 Rebuilding of Terminal 1B and Revamping 
Arrival Terminal 340.00 

Revamping of Terminal 2 105.00 

Total Hard Costs 5,316.70 7,196 10,384 

Preliminaries & Other Overheads 244.00 

1,279 1,320 Funding Costs (IDC & Lenders Fee) 534.00 

Contingency 512.00 

Upfront Fee paid to AAI 150.00 150 150 

Metro Nil 350 350 

Rehabilitation of Runway 10-28 Nil Nil 110 

Delhi Jal Board Infrastructure Funding Nil Nil 54 

New ATC Tower with Equipment Nil Nil 350 

Security Capex Nil Nil 139 
Total Project Cost 6,756.70 8,975 12,857 
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 VARIANCE OF PRELIMINARY ESTIMATED AREA vs ACTUAL CONSTRUCTED  FOR TERMINAL 

BUILDING T-3  
Table No 3  

Sl. 
No. FLOOR AREA LEVEL (in 

Mtrs) 

AREA 
AS PER 
MDP (in 
Sq. M.) 

ESTIMAT
ED AREA 

(in Sq. 
M.) 

 AREA 
AS PER 
DIAL  (in 
Sq. M.) 

ACTUAL 
AREA  AS 

PER 
AUDITOR (in 

Sq. M.) 

VARIAN
CE  (in 
Sq. M.) 

REMARKS 

A Passenger 
Terminal Building              

1 Sub Basement & 
Basement Level 

-8.05,       
-5.50 

 
 

451644 

44784 55738 55738 10954.00

Increase in area due to provision of sub-
stations at basement & sub-basement 
level  is accepted, since it has saved cost 
of cables and utility tunnels otherwise 
required, if remote sub-stations are 
provided at site. 

2 
Arrival Level i/c 
Meeters & 
Greeters 

+ 0 76429 86314 86314 9885.00 

Increase in area due to provision of 
External concourse/Meeters & Greeters 
area is accepted, since it was not 
considered at the time of MDP. 

3 Mezzanine Level + 5 36106 40420 38506 2400.00 

Increase in area due to incorporation of 
Level 5 in Baggage Handling System and 
provision of additional area at Mezzanine 
floor for customs is accepted. 

4 Departure Level 
i/c forecourt + 10 57553 66180 66180 8627.00 

Provision of Forecourt at Departure level 
is accepted, since it was omitted at the 
time of MDP preparation/preliminary 
design stage. 
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5 CIP, Office & 
Hotel Level 

+16.00   
+20.00   
+24.00   

 

46607 55259 46607 0.00 

Additional Requirement of food court & 
retail areas at CIP, Office and Hotel level 
are not accepted by the Auditor. Hence 
the cost has been decreased 
proportionally. (Refer Note 2) 

  Sub Total of 
PTB   261479 303911 293345 31866.00   

B Piers             

6 Arrival & 
Departure Level 

+6.00   
+10.00 173600 174727 174727 1127.00   

7 
Apron Level i/c 
ramp access to 
baggage hall 

+ 0 27400 66669 66669 39269.00

Increase in area due to provisions of 
Apron Level Ramp access for baggage  
and office requirement for ground  
handling agencies, oil companies and 
airlines is accepted, since it was not 
envisaged at the time of MDP/Preliminary 
Design stage.  

8 Node  Area   7700 8580 8580 880.00   

  Sub Total of 
Piers   208700 249976 249976 41276.00   

  GRAND TOTAL   **451644 * 470179 # 553887 543321 73142.00   
 
Note 1: * Estimated area at the time of Financial Closure - 4,70,179 Sq. M. 
          # Actual area constructed at site as per DIAL - 5,53,887 Sq. M. 
          **The area as per MDP is 4,51,644 Sq. M. and is not demarcated level wise. 
 
Note 2: The additional areas have been arrived at during the detailed design, so as to provide the required facilities, in order to meet the service quality   
requirements as set out in OMDA. As part of project cost, the facilities have been developed for passenger conveniences, though not specifically 
mentioned in the master plan. Hence cost  towards this shall not form basis of  determination of development fees.   
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5.0 COST OVERRUN IN TERMS OF CHANGE IN TECHNICAL SPECIFICATIONS, CHANGE IN 

SCOPE, QUANTITY VARIANCE AND PRICE VARIANCE: 
 

5.1 Apron 
5.1.1 Apron area shown in preliminary estimates are 7,00,755 Sq. M., whereas the 

actual works done at site as per DIAL is of 9,47,000 Sq. m. (including unpaved 
area & turfing).  

 

5.1.2 As per Annexure B-13 of Report on Project Cost submitted by DIAL, the total 
area of Apron is 9,47,000 Sq. m. It has been observed that the area increase 
is around 2,46,245 Sq. M. from original  which includes PQC pavement, 
flexible pavement, shoulder strengthening and turfing etc. DIAL has worked 
out unit rate of Apron by considering total cost incurred on Apron package by 
total area in Sq. M. The rate considered by DIAL to form basis of cost increase 
in Apron is  3910/- per Sq. M. which should have been split into four separate 
sub-components to arrive at total cost increase in Apron.  

 

5.1.3 The cost impact of  96 Crore shown by DIAL is not technically acceptable 
and cost variance of  72.46 Crore is tenable. The amount of  23.82 Crore is 
not technically acceptable. The table no. 4 below shows the actual cost impact 
worked out by Technical Auditor. 

 

Table no. 4 

Item UOM 
As per DIAL As per Technical Auditor 

Quantity Rate Amount Quantity Rate Amount 
PQC Sq M 98887 3910 386648170 98887 4806 475250922
Flexible 
Pavement Sq M 67720 3910 264785200 67720 3015 204175800
Shoulder Sq M 19847 3910 77601770 19847 2120 42075640 
Turfing Sq M 59791 3910 233782810 59791 52 3109132 

Total (Amount in ) 962817950     724611494
 
 

5.1.4 The rates worked out by Technical Auditor are based on MoRTH Guidelines 
and prevailing rates of material in Market. The per sq. m. rates of PQC, 
Flexible Pavement, Shoulder and Turfing are worked out as  4806,  3015,  
2120 and  52 respectively.  
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5.2 Terminal Building T3 
 

5.2.1 The area of Terminal Building T3 as per approved major development plans 
(MDP) is 4,51,644 Sq. m. for horizon year 2016 to cater to 34 million 
passenger per annum. However, the actual area provided as per DIAL is 
5,53,887 Sq. m. (Technical Auditor have verified and accepted only 
5,43,321Sq. M. as shown in Table No. 3 of this report). It is stated by DIAL 
that this has been necessitated due to additional area requirement by 
stakeholders and change in scope during the detailed design that was not 
envisaged at MDP stage like sub-station, forecourt at departure level, 
additional area for BHS plant, ramp access to baggage hall at apron level, 
additional requirement of food court, meters & greeters area and additional 
staff access etc.  

 

5.2.2 DIAL has indicated an additional cost of  1015 Crore due to change in 
area/Volume/specifications. However as per Technical Auditor, the cost 
variance due to change in area/volume/specification is worked out as  885.17 
Crore. The cost shown by DIAL in their cost report has been decreased 
proportionately due to reduction in area. This has been shown in Annexure – 
III of this report.  

 

5.3 ATC & Associated Works 
 

5.3.1 As per Approved Master Plan, the commissioning date for New ATC 
centre/Tower is shown as 2016 in phase III for capacity horizon 2021 (refer 
Chapter 4, Clause 4.2—Phasing and Migration strategy). However as stated 
by AAI vide their letter no AAI/MC/DIAL-06/DF/2010-11 dated 25-06-2010, the 
competent authority, AAI has taken the decision regarding pre-ponement of 
construction of new ATC Tower and associated area control centre (ACC) 
from the earlier schedule of 2016 to December 2011 due to operational 
necessities.  
 
5.3.1.1 Total height of ATC is 90 meter. 
5.3.1.2 As per schedule furnished by DIAL to AAI vide letter no. 

DIAL/AAI/0277 dated 05-05-2010, the completion of concept design & 
commencement of detailed engineering by mid June 2010. But no 
progress has been made on the same by DIAL.  

5.3.1.3 Construction schedule of one year for 90 meter high ATC & associated 
Buildings is highly unlikely. 
 

5.3.2 Since the schedule construction of ATC & associated works is scheduled to 
start from December 2010, the cost of  350 Crore should not be considered 
as part of Project cost. 
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5.3.3 The same can be considered by Competent Authority for levy of DF only after 

implementation of ATC and associated Buildings. 
 

5.4 Reinforcement in PTB, Piers & Associated works 
 

5.4.1 Due to increase in area of Passenger Terminal Building & Piers (18% from 
original area); and change in scope during detailed engineering, the 
reinforcement steel has increased from 59,203 MT to 1,16,847 MT. This 
increase is due to under-estimation done by DIAL at the time of financial 
closure. As stated by DIAL, the Reinforcement was estimated on the basis of 
thumb rule i.e density of Reinforcement for various structural components 
multiply by concrete quantity for such components as per industry practice.    

5.4.2 DIAL in their Project Cost Report has shown an increase in cost of steel from 
 27,000 per MT (considered during preliminary Project cost estimates) to  

43,143 per MT (Avg. escalated cost during construction). However, as per the 
data provided in Project cost report, the avg. price of reinforcement steel 
during execution is  36,660/- per MT. Also as stated by DIAL, the original rate 
of  27,000/- per MT is having   labour component  of  3000/- per MT 
towards shifting, cutting, bending and placing of reinforcement. As per 
Technical Auditor, the maximum rate acceptable towards site shifting, cutting, 
bending and placing is  4,000/- per MT only. However, the rate considered 
for this item under CWP’s awarded to L&T is  7,155/- per MT which is quite a 
high in Indian Construction Industry practices. 

5.4.3 As per the calculation, the impact of price increase is  156.57 Crore in 
Terminal and  17.75 Crore in Air/Land side which is coming together around 

 174.33 Crore. However DIAL has claimed an impact of  210 Crore on 
increase in cost of steel which is technically not feasible. The table no. 5 below 
shows actual cost impact worked out by Technical Auditor.   

Table No. 5 

Item 
UO
M Rate (In ) Terminal T-3 Air/Land side 

Total 
Amount 

    Initial Actual Difference Quantity 

Amou
nt ( in 
Crore) Quantity 

Amount 
(  in 
Crore) 

(  in 
Crore) 

Reinforcement 
Steel MT 24000 36660 12660 *114618 145.10 13000 16.45 161.56 
Cost towards 
shifting, cutting, 
bending & 
placing of 
Reinforcement  MT 3000 4000 1000 *114618 11.47 13000 1.3 12.77 
Total 27000 40660 13660 156.57 17.75 174.33 

Note: The average cost of reinforcement steel worked out to  36,660 per MT (as per 
annexure -C of Project Cost report) instead of  43,143 per MT shown by DIAL in their 
material price variance statement, page no 24 of Project cost report submitted by 
DIAL.  
 



 
 
  
 

 
Template No. 5-0000-0001-T2 Rev. 1                                                                         Copyrights EIL – All rights reserved 
 

 Page 28 of 32
DOC.NO. A069-00-24-41-

1001 REV. 0 
 

DRAFT REPORT FOR  
TECHNICAL AUDIT OF DIAL’s FINAL 

PROJECT COST ESTIMATES  
 

 
* The quantity of Reinforcement has been proportionately reduced from 116847 MT to 
114618 MT due to reduction in area (refer Table No. 3, page no 22 & 23 of this 
repoprt)     
 
As per Technical Auditor, the quantity of Reinforcement steel provided for PTB & Piers 
is found to be reasonable.  
 
 

5.5 Rehabilitation of 10-28 Runway 
5.5.1 The Rehabilitation and strengthening works of 10-28 Runway are not the part 

of Master Plan. After investigative survey of core analysis, pavement 
classification index (PCI) and Geotechnical survey, it was decided to carry out 
Rehabilitation of 10-28 Runway. DIAL has awarded the works to M/s NAPC 
Limited on competitive bidding basis. 

5.5.2 The cost shown by DIAL in the cost report is  110 Crore. However as per the 
Auditor’s estimation, the actual cost worked out to be  90 Crore. Hence the 
amount of  90 Crore is tenable for Rehabilitation of 10-28 Runway.  

5.5.3 The cost worked out by Technical Auditor are based on MoRTH Guidelines 
and prevailing rates of material in Market. 

5.5.4 As reported by DIAL on 26th August 2010, the physical progress achieved at 
site is around 88%. 

 

5.6 Upfront Fee Paid to AAI 
5.6.1 As per OMDA clause no 11.1.1, “the JVC shall pay to AAI an upfront fee of  

150 Crore on or before the effective Date. It is mutually agreed that the upfront 
fee is non-refundable and payable only once during the term of this 
agreement”. 

 

5.6.2 As per state support agreement- clause no 3.1.1, it is clearly stated that “the 
upfront fee payable by JVC to AAI under OMDA shall not be included as part 
of costs for provision of Aeronautical Services and no pass-through would be 
available in relation to same”. 

 
5.7 Benchmarking Report 

 
5.7.1 As per the Bench marking report submitted by M/s Jacobs, the Project cost 

benchmarked for Terminal T-3 is US $ 1789 Million (  8945 Crore). 

 

5.7.2 The bench marking done is in association with four other similar types of 
recent International airports which are already in operation is shown below. 
The table no. 6 below shows the actual cost of IGIA, Delhi vs recent 
constructed International Airports. 
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Terminal Costs in US $ (Conversion factor : 1 US $ =  50) 

Table No 6 

Overall Cost 
Parameters 

BKK 
(Bangkok)  

KUL 
(Kuala 
Lumpur) 

PEK 
(Beijing)  

LHR 
(London 
Heathrow)

MAD 
(Madrid) 

DEL 
Estimate 
of  IGIA, 
Delhi 

Actual 
Cost of 
IGIA, 
Delhi 

Terminal 
Design 
Capacity 
(mppa) 

45.0 25.0 43.0 28.0 42.0 34.0 - 

Floor Area (in 
Sq. M.) 

563000 479404 900000 353020 757000 553887 - 

Total actual 
cost (in 
million US $) 

2800.00 1600.00 3800.00 4100.00 2948.20 1789.00 1367.20 

Actual cost 
per mppa (in 
million US $) 

62.20 64.00 88.40 146.40 70.20 52.60 40.21 

Actual 
Cost/m2 of 
GFA (in US 
$) 

4973.40 3337.50 4222.20 11614.10 3894.60 3563.80 2468.37 

 

6.0 ASSESSMENT OF POSSIBLE TECHNICAL ALTERNATIVES APPLIED TO CONTAIN THE 
COST OVERRUN 

 

As reported by DIAL, there are instances of alternate approach, methods, design 
parameters, reduced material quantity, optimum plans used by DIAL for cost 
containment. A few attempts made by DIAL are shown below.  

6.1 The length of service tunnel has been reduced from 1.8 KM to 525 M. 

6.2 In fire detection and protection works, the cost has been reduced by adapting ductile iron 
pipes instead of HDPE pipes and optimization of gas suppression system.  

6.3 The earlier proposed Granite flooring in Piers has been replaced by Carpeting & screed 
concreting. 

6.4 The strategy of combination of local make with foreign make for electrical high end 
fittings have saved cost to DIAL. 

6.5 Various optimization measures including change of cable to aluminium from copper for 
HT and change of combination of digital automatic light intensity controller have been 
taken to bring the cost component down. 

6.6 For Finishing items, rationalization of specification has been done to contain the cost 
overrun. 
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7.0 ASSESSMENT OF PROJECT MANAGEMENT TECHNIQUES USED BY DIAL 
 

7.1 DIAL has standardized tendering/procurement guidelines (as shown in Commercial, 
Contracts and Procurement Manual as per ISO 9001:2000)  for each stage relating to 
short listing of vendors, techno-commercial evaluation, price opening of techno-
commercially successful bidders and recommendation of award to successful bidder. At 
no stage the detailed estimation has ever been done by DIAL. The standardized 
procedure for Contracts & procurement shows that estimation has to be done by the 
contractor, DIAL will only review the estimates prepared by agencies.  

7.2 There was a system defined for finalizing Contractor’s work portion (CWP’s) in 
Commercial Contract and Procurement Manual. L&T used to submit estimation for Direct 
& Indirect Cost which were further reviewed and refined by DIAL on the basis of their 
observations. The rate analysis provided by the contractor were further negotiated by 
DIAL.  

7.3 The indirect cost content considered by L&T for various CWP’s was high. The 
percentage of Indirect cost considered for various CWP’s is varying from 11% to 16.5%. 
As per Auditor’s assessment, it should have been kept between 10-12%. More detailing 
should have been done at the time of awarding the packages to agency. Neither DIAL 
nor PMC have verified the actual expenditure for Indirect cost.  

7.4 Tendering has been done by L&T along with DIAL team for all the Sub-contract 
Packages (SCP’s). However, no estimation has done either by DIAL or L&T. 
Negotiations had been done with all the techno-commercially successful bidders are on 
random basis and didn’t have DIAL’s own supporting cost estimates to yard stick the 
quotes given by Sub-contractors. 

7.5 Under the unique administrative model evolved by DIAL to prepare DOP, the company 
has delegated all the powers to the Managing Director of DIAL. The recommendation for 
all major CWP has been approved by the Managing Director. No other member from 
JVC was given such power. 

7.6 There was no regular monitoring of cost by PMC, though it is clear in clause no. 12.7 of 
PMC scope of services, schedule 2 of PMC agreement with DIAL which clarifies that 
PMC has to provide cost control advice. In that case, a separate Cost Consultant should 
have been appointed by DIAL to monitor the followings. 

7.6.1 Give early warning of any actual and potential variance in the overall and/or 
individual project costings 

7.6.2 Maintain overall and/or individual project cost control systems/budget control 
software systems 

7.6.3 In relation to Project contracts, prepare cost reports showing the original 
budget, revised outcome estimate and variance for each budget item 

 

7.7 As stated by DIAL, the man months required for Design of different components of 
Airport exceeded the estimated design efforts considered during agreement with L&T. 
This implies that there has been extra expenditure incurred by DIAL on design.  The 
actual man months has been evaluated by experts from DIAL and also validated by their 
PMC. Accordingly, an additional payment of  153 Crore was made to the contractor for 
increase in scope. This has been explained by DIAL during their response to checklist 3 
(version date 09 June 2010)  
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7.8 DIAL was planning to subcontract the entire works of IT system to a single entity, who 
was supposed to integrate 12 different systems (for which approved Vendors had been 
specified), but DIAL could not get the techno-commercial evaluation done for such a 
huge network. Finally after a gap of one year they had realized that it is not possible to 
award this work to one organization and modified their strategy to award the works of IT 
system to various agencies who are specialized in their proven field. They procured 
different systems from different contractors and got it integrated by a single agency. This 
has delayed the start date of IT activities. 

7.9 The contractor had designed the foundation design of Passenger Terminal Building as 
Pile foundation but did not consider the ground water table available around the site. 
Based on the above consideration, the design had to be modified from Pile foundation to 
Raft foundation.   

 

8.0 RECOMMENDATIONS 
8.1 There is a need to develop a suitable mechanism at the national level for Projects of this 

nature so that accountability issues such as Cost Overrun are not placed at 
unreasonable risk in the interest of Project expediency. 

8.2 The company should formulate and manualise the guidelines relating to estimation & 
Costing of the Project. Management shall review Project Cost quarterly and take the 
immediate course of action for any variation.   

8.3 The company should evolve a system of finalizing the cost estimates before inviting the 
bids to maintain transparency and to ensure reasonableness of the offers received. 

8.4 The company needs to further strengthen its system of processing of bids to bring the 
Project cost further down. 

8.5 The Project cost including design should have been capped to avoid cost overrun, but 
unfortunately no steps have been taken to contain Project cost. The Auditors advise the 
implementing agencies to cap the Project cost in future for such type of Mega Projects. 

8.6 The risk involvement and efforts required for CWP (contractor’s work portion) and SCP 
(sub-contract package) are entirely different, however DIAL has kept same 20.20% fee 
structure for both types of contracts to be executed by L&T. The fee for SCP should 
have been kept around 10%. 

8.7 Independent Cost Consultant should have been appointed right from beginning of the 
Project who would have been held responsible for cost overrun. They should have given 
triggers of cost overrun during different phases of the project implementation.  
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10.0 CONCLUSION 

The development of the airport has been done by a consortium, which has members who 

have proven technologies in their respective fields of Project implementation and has 

accordingly contributed towards achieving this cherished goal. The cost incurred on the 

Project is somehow high but is in limit as provided in Benchmarking report. However there 

are few instances in the Project execution where Auditors found the cost is high. 

  

The major cost increase is due to increase in area/volume of the facilities & increase in prices 

of the material during the course of Project execution. The area of Passenger Terminal 

Building & Apron has increased from original estimates.  

 

The Project was linked with Common Wealth Games, due to which the penalty clauses 

formulated in OMDA were exceptionally high. The concessionaire would have paid a lot of 

money against penalty, had they failed in completing the works as shown in MCP.  The 

Project duration has been crashed by adopting Design-Build approach strategy which have 

resulted into risk sharing among Main contractor and sub-contractors. The risk premium of all 

major contributors in the Project implementation is remarkably high which has been shared 

by DIAL in totality. It seems that the Main Contractor, sub-contractors/vendors have worked 

out their rates by considering a substantial risk premium.  

 

There is likely to be significant investment in development of International Airport in the years 

to come and future phases of development of IGIA which shall be carried out with more 

emphasis on cost control. The major variation in area/volume /specifications during execution 

of any similar  Project shall be got approved from MoCA/AAI before actually implementing  it 

on ground. The cost estimates should be ready with the developer before floating NIT or 

calling quotations from competitive bidders. 
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I. CONTEXT SETTING 
 
Background 
1. Delhi International Airport Private Limited (‘DIAL’) is responsible for operating, maintaining, 

developing, designing, constructing, upgrading, modernizing, financing and managing the Indira 
Gandhi International Airport (‘IGIA’), New Delhi.  A brief chronology of events related to 
IGIA’s development program (‘the Project’) is as follows: 

 
S No Date Milestone 

1 4 April 2006 OMDA Signing Date 
2 3 May 2006 Takeover of airport and various facilities 
3 7 Aug 2006 DIAL Board gives approval to proceed on ‘design and build’ 

using ‘cost plus’ payment approach  
4 26 Sep 2006 Submission of Master Plan/ MDP 
5 7 Dec 2006 Board Approval for award of T3, runway and associated works 

contract to L&T 
6 9 Dec 2006 Signing of T3 Contract with L&T 
7 7 Dec 2007 Financial Closure (Estimated project cost = R 8,975 Cr) 
8 21 Aug  2008 Inauguration of New Runway 29-11 
9 21 April 2009 Completion of Terminal 1D 

10 31 Mar 2010 Completion of T3-Terminal development 
                                                       

2. As per the Master Plan (Dec 2006), the estimated project cost was R 6,756 cr.  DIAL’s letter to 
AAI dated 18 January 2008 indicated a project cost estimate of R 8,975 cr for Phase I of the 
Project.  The financial closure was done on this amount.  The breakup of the same is as follows: 

 
S No Description Amount (R cr) 

1 T1, T2 & initial CWIP 762 
2 Runway/taxiway/apron/lighting 1,765 
3 Terminal 3 and Associated Buildings 4,669 
4 Preliminary, Preoperative and IDC 1,279 
5 Delhi Metro 350 
6 Upfront payment to AAI 150 
 TOTAL 8,975 

 
3. Ministry of Civil Aviation (‘MoCA’), Government of India (‘GoI’) vide order dated 9 February 

2009 (number 24011/002/2008-AD) allowed the levy of Development Fee (‘DF’) on departing 
passengers at IGIA, subject to DIAL submitting final project cost estimate within six months of 
the commencement of levy.  In the said order, the project cost estimate of R 8,975 was treated as 
the baseline. 

4. DIAL submitted the final audited project cost of the Project to Airport Economic Regulatory 
Authority of India (‘AERA’) vide letter dated 31 March 2010.  The amount is R 12,718 cr.  The 
variation between the estimated and final project cost is R 3,743 cr.   
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5. As per DIAL, the breakup of the final project cost estimate is as follows: 
 

S No Description Amount (R cr) 
1 T1, T2 & initial CWIP 754 
2 Runway/taxiway/apron/lighting 2,634 
3 Terminal 3 (‘T3’) and Associated Buildings 6,836 
4 Preliminary, Preoperative and IDC 1,320 
5 Delhi Metro 350 
6 Upfront payment to AAI 150 
7 Airport Services Building & Airport Connection Building 160 
8 Rehabilitation of Runway 10 – 28 110 
9 Delhi Jal Board infrastructure funding 54 

10 New ATC Tower with Equipment 350 
11 TOTAL 12,718 
12 Initial project cost estimate (18 Jan 2008) 8,975 
13 Difference  3,743 

 

6. Airports Authority of India (‘AAI’) vide its letter dated 12 May 2010 engaged KPMG Advisory 
Services Private Limited (‘KPMG’) to review DIAL’s final project cost with a view to assess the 
reasonableness of the same from a management process perspective.   

 
KPMG’s Scope of Work 
7. Assess whether industry good practices and the provisions of any relevant agreements with 

GoI/AAI were duly followed by DIAL in: 
a. Procurement of goods and services (e.g. procurement planning, rationalization of number of 

SKU’s, bulk purchasing, competitive bidding, price negotiations etc.) 
b. Appointing the project implementation team with relevant skills and experience. 
c. Maintaining a comprehensive MIS to highlight the projected and actual cost overrun. 
d. Identifying mid-course corrections to arrest the cost over run and implementing the same in a 

proactive manner. 
e. Informing MoCA, AAI and DIAL’s Board of Directors, in advance, about projected cost over 

run and seeking their advice to mitigate the same. 
f. Assist the Authority in the deliberations regarding proposal made by DIAL, based upon their 

audit of the project cost. 
 
KPMG’s Scope exclusions 
8. The following activities did not form part of KPMG’s scope of work: 

a. Due diligence of the master plan for IGI Airport. 
b. Review of the original funding plan of DIAL and making any recommendations thereupon. 
c. Conducting physical visits to DIAL premises and carrying out physical inspections and/or 

financial audit. 
d. Revalidating any projections submitted by DIAL. 
e. Conducting any assessment of design, engineering and technical issues and making any 

recommendations thereupon. 
f. Legal vetting of government covenants/agreements/contracts. 
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g. Responding to any request for information/clarification/explanation by any entity, other than 
the client 

h. Updating of any deliverable after the conclusion of the engagement 
i. Providing duty of care to any entity, other than the client. 
j. Providing any service not specifically mentioned in the ‘Scope of Work’. 

 
9. KPMG has carried out the study in co-ordination with Engineers India Limited (EIL), appointed 

by AAI as the Technical Auditor for the same purpose.  
10. As per letter dated 20 July 2010, DIAL has informed that MoCA has not allowed funding of cost 

of baggage handling system (‘BHS’) up to screening stage and the cost of boundary wall, through 
the PSF security component.  These need to be added to the project cost. This has, therefore, 
increased the project cost by R 139 cr to R 12,857 cr.  The project cost increase over the initial 
estimate of R 8,975 is R 3,882.   
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II. KPMG’s APPROACH 
 
Coverage of the study 
11. The key aspects studied by KPMG under each stage of the project are as follows: 
 

 

 
 

Plan Design Procure Execute Monitor 

• Covered by 
EIL 

• As given • Contracting • Team • MIS 
 (Master Plan) • Bulk procurement • Reporting - Schedule 

 
• Negotiations • Controls - Costs 

• Order quantity • Communication • Accuracy 

• Vendor base • Compliance • Variance 

• Compliance • Non - MCP 

• Group entity • Responsiveness 

12. As per provisions of the OMDA, the Master Plan for IGIA has been duly approved by AAI.  It is 
therefore taken as given and has not been commented upon.  The airport design and other 
technical aspects (including quantity variance and price variance) have been analyzed by EIL.   

13. The broad approach followed by KPMG to analyze the above mentioned areas is as shown below: 
 

 

Research Analyze Discuss Report Plan 

• Deviations • Deviations from 

contracts 
With  • Approach • Comparable 

projects • Monitoring & 

Control  
• EIL • Timelines  

• Deviations from 

good practices 
• AERA - Features • Evaluation 

criteria • Key management 

decisions 
• AAI - Risks 

• Acceptable cost 

variation from a 

process perspective 

• DIAL • Information  

Checklist 

- Cost 
• Compliance with 

contract provisions 
- Processes 

• Good practices 
• Communication  
• Implementation 

• EIL observations 
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14. The key evaluation filters used to review DIAL’s processes and procedures are as shown below: 
 

Filters

Contractual 
obligations 

Technical inputs 
from EIL 

4 

3 

1 

2 
International 
precedence 

 Good industry   
practices 

DIAL’s project cost estimates 

 
Fair Project Costs  

 
Contextual framework of our approach 
15. Defining the “prescribed process”:  Since the OMDA does not provide a clearly prescribed 

process for review of capital expenditure, we summarize below the broad range of options, and 
highlight our assumption on the implicit approach. This is important because our evaluation of 
“actual process” has to be against the context of the “prescribed process”.  

16. Following are the two broad set of approaches that regulators use in approving investments 
(sometimes a combination of these is also used) 
a. Ex-ante determination, with prescribed mechanisms for true-ing up for “uncontrollable 

variations” 
b. Ex-post determination, with prescribed mechanisms (like audit to determine actual spend, 

prudency test, use of competitive processes, etc) 
17. According to Schedule 21 (b) of OMDA, one of the duties of the Independent Engineer appointed 

jointly by AAI and DIAL is to “…review the benchmarking exercise carried out by JVC for the 
project specifications and cost against national and international airport projects of similar scope 
and nature so as to avoid padding of costs and/ or gold plating”.  The Benchmarking Report was 
submitted by Jacobs Consultancy in Feb 2009, by when part of the contracting had been 
accomplished. 

18. The underlying approach in the OMDA therefore appears to be one of ex-post determination.  The 
risks inherent in the same are as follows: 
a. There can be wide variation in views on what was to be delivered (the physical infrastructure) 

and the appropriate cost for it. This is visible in the wide range of opinions possible regarding 
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IGI Airport – satisfaction of having a world class airport and dissatisfaction at increase in 
project cost 

b. It provides no commonly accepted baseline (neither cost, nor process) for the regulator (who 
needs to ultimately have a project cost for determining the Regulated Asset Base and hence 
tariffs) to assess the “actual” against. It hence necessitates an ex-post determination of the 
“desired” process/outcome.  

19. That ex-ante is a better approach over ex-post determination has been voiced by many 
practitioners.  For instance, the Australian Competition and Consumer Commission (ACCC) 
intends to shift from a ex-post prudency test to a forward-looking firm ex-ante cap approach when 
regulating energy markets.  Under this new approach, an assessment of investment needs will be 
made at the start of the price control period, and incorporated into estimated required price levels.  
At the end of the price control period, the ACCC will roll into the asset base the lesser of the 
actual investment or the estimate made at the start of the price control.  It will not engage in a 
detailed assessment of the individual investments made as part of the ex-post review.  Any 
expenditure above the cap level will require additional justification.1 

20.  In applying the ex-post approach in the present context, our review has been done along two 
streams:  
a. assessment of final project cost estimate, covered in Chapter III; and 
b. assessment of the process followed in arriving at the final project cost estimate, covered in 

Chapter IV. 
 
Activities undertaken 
21. KPMG held meetings with senior management of AERA, AAI and DIAL, reviewed Project 

documents and conducted extensive research.  KPMG’s analysis is based on a review of the 
following key documents: 
a. DIAL’s submissions to AERA in March 2010 including its Project Cost Report. 
b. Responses to KPMG’s information checklists (Annex 6) along with supporting information 

that included: 
i. Master Plan and Major Development Plans of IGI Airport 

ii. Correspondence between stakeholders including DIAL, AAI and MoCA. 
iii. Jacobs Consultancy’s (‘Jacobs’) Benchmarking Assessment Report (‘Jacobs 

Benchmarking Report’) submitted on February 2009 
iv. Jacobs Terminal Benchmarking Analysis Report (‘Jacobs Terminal Benchmarking 

Report’) submitted on September 2010 
v. Comments from AAI’s Independent Engineer  

vi. Comments from DIAL’s Project Management Consultant (‘PMC’). 
vii. Contract between DIAL and L&T 

viii. Agreements between L&T and sub contractors for sub contracted packages 
22. The list of all documents reviewed for the purposes of our analysis is presented in Annex 1.  

KPMG’s team visited the Project site on 17 May, 21 May, 1 June and 23 June 2010 to review 
documents and to hold discussions with DIAL management. 

 
 

                                                      
1   John Willet, Commissioner, ACCC, July 2004 
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III. ASSESSMENT OF FINAL PROJECT COST 
 
23. DIAL’s final project cost estimate needs to be assessed in two parts, namely whether the most 

appropriate techno-commercial solution was designed for meeting the requirements in OMDA, 
and whether it was delivered in the least cost manner. This primarily requires a technical 
assessment, and accordingly EIL has been engaged to answer these. We have provided the 
following assessments on this question, which can provide inputs into EIL’s final assessment.  

24. Based on such assessment, one would need to take a view on which factors are to be considered 
“controllable” and which are to be considered “uncontrollable” (which could be a potentially 
debatable exercise, given that this classification is being done post-facto). 

25. There are certain cost elements included in DIAL’s application, which do not merit inclusion in 
the present project cost, in the context of the present capital expenditure approval regime. These 
are: 
a. Costs not already incurred – this would be consistent with the current approach of ex-post 

assessment, and such costs should be considered after they have been incurred, or until a 
different capital expenditure approval regime is put into place 

b. Costs disallowed by the OMDA/SSA.  
c. Costs disallowed as per accounting standards 

26. Cost not already incurred 
a. ATC Tower and Technical Block (Cost = R 350 cr): 

i. As per letter from MoCA to AAI dated 19 Jan 2010, DIAL would bear the cost of 
shifting of ATC tower and its associated facilities at an approximate cost of R 350 cr. 
This cost is yet to be incurred. 

ii. Cost of ATC Tower and Technical Block (R 350 cr) should be excluded from the Project 
cost.  

b. Other costs not incurred as on date (R 297 cr) : 
i. DIAL has included provisions for contingencies (R 100 cr), expenditure for operational 

requirements (R 27 cr) and other pending works (R 170 cr). As per accounts audited by 
M/s Brahmayya & Co, this expenditure has not been incurred as on 28 Feb 2010.  

ii. A certificate has been submitted by M/s Brahmayya & Co that states that 
contracts/works awarded subsequent to Project cost audit and review report and 
additional expenditure during construction period till 31 Jul 2010 is R 285.34 cr.  

iii. Since the submission by DIAL for approval of Project Cost is based on cut-off date of 
28 Feb 2010, contracts awarded and expenditure incurred beyond this date is not 
included in this review. 

27. Costs disallowed by the OMDA/SSA 
a. Upfront fee to AAI (R 150 cr): 

i. As per clause 3.1.1 of State Support Agreement, “… The Upfront Fee and the Annual 
Fee paid/payable by the JVC to AAI under the OMDA shall not be included as part of 
costs for provision of Aeronautical Services and no pass-through would be available in 
relation to the same.” 

ii. The upfront fee of R 150 cr should be excluded from the Project cost. 

STRICTLY CONFIDENTIAL 7 
 



 
 
 
 

ABCD 
Airports Authority of India

Review of DIAL’s final project cost estimate – Final Report
15 October 2010

28. Costs disallowed as per accounting standards 
a. Rehabilitation of Runway 10-28 (Cost impact = R 110 cr): 

i. DIAL classifies this cost as capital expenditure as per Accounting Standard 10. As per 
paragraph 12.1 of Accounting Standard 10, “Only expenditure that increases the future 
benefits from the existing assets beyond its previously assessed standard of performance 
is included in the gross book value.” This implies that the incremental expenditure, over 
and above the cost of normal repairs, that leads to an increase in the runway’s life or 
load bearing capacity beyond its original design specifications can be capitalized. 

ii. The Pavement Classification Number (PCN) of Runway 10-28 had decreased from a 
design level of 106 to 99.  Post rehabilitation, the PCN is estimated to increase to 135. 
EIL has estimated the fair cost of rehabilitation for upgrading to PCN standard 135 as 
R 90 cr based on technical grounds.  Based on the above, R 17.5 cr can be considered as 
the proportionate amount spent on rehabilitation of runway to initial PCN value 2 and 
the balance R 72.5 cr (90 less 17.5 equals 72.5) can be treated as fair project cost. 

iii. An amount of R 37.5 cr (110 less 72.5 equals 37.5) may therefore be excluded from the 
Project cost.  Of this R 17.5 cr may be treated as operating expense in the financial year 
in which it is incurred. 

29. A summary of cost elements that can not be included in DIAL’s project cost estimates is as 
follows: 

 

S No Cost head Proposed 
exclusion 

(R cr) 

Rationale 

1.  Upfront Fee paid 
to AAI 

150 As per SSA, upfront fee is not a pass-through expenditure  

2.  Rehabilitation of 
runway 10-28 

37.5 R 20 cr excluded by EIL on technical grounds.  Balance 
R 17.5 cr can be claimed as operating expense (subject to 
statutory audit) in the financial year in which it is incurred 

3.  ATC Tower 350 Fixed cost contracts not entered into by DIAL as on 28 
Feb 2010. 

4.  Provisions 297 Fixed cost contracts not entered into by DIAL as on 28 
Feb 2010. 

 Total 834.5  

 
30. Benchmarking of T3 with comparable global airports: 

a. Benchmarking for purpose of arriving at an allowable project cost is a fairly specialized 
exercise, requiring prudent choice of comparators and careful normalization of various cost 
drivers. Such an exercise is beyond the scope of our work. We have done a high level review 
of the benchmarking inputs to assess whether there appears to be significant variations, and 
whether there seems to be a need for a more detailed and specific benchmarking exercise.  . 

b. The Jacobs Benchmarking Report benchmarked T3 at IGI Airport (IATA code ‘DEL’) against 
comparable, recently executed airport projects, namely – Suvarnabhumi International Airport 

                                                      
2 Original PCN = 106; pre-rehabilitation PCN = 99; post-rehabilitation PCN = 135.  Amount spent = R 110 cr.  
Amount approved by EIL = Rs 90 cr.  Proportionate amount to be treated as operating cost = 90*(106-99)/(135-
99) = R 17.5 cr 
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(‘BKK’), Beijing International Airport (‘PEK’), Heathrow Terminal 5 (‘LHR’), Kuala 
Lumpur International Airport (‘KUL’) and Madrid Barajas Terminal 4 (‘MAD’).   

c. A further submission by Jacobs Consultancy has also benchmarked T3 area against Dubai 
International Airport Terminal 3 (‘DXB’), Hong Kong International Airport Terminal 1 
(‘HKG’), Incheon International Airport Terminal (‘ICN’) and Singapore Changi International 
Airport Terminal 3 (‘SIN’).  

d. As per Jacobs Benchmarking Report, the construction of T3 was completed in 3.1 years while 
the median construction period of other benchmarked airports is 5 years.  

 

 BKK PEK LHR MAD KUL Median DEL 

Construction period (Yrs) 5.0 4.3 6.0 5.8 4.5 5.0 3.1 

Source: Jacobs Benchmarking Report  

 

e. The development of a new terminal at a brownfield airport within the short timeline is a 
commendable achievement.  The achievement is significant, given the large number of 
government and private agencies involved in the project and the various approvals and 
clearances required for a project of this magnitude. 

f. The terminal has been constructed to ensure IATA level of service ‘C’ standards as per the 
OMDA. IATA norms are global quality benchmarks for international airports to ensure 
passenger convenience and are used worldwide for designing airports.  

g. As per the Jacobs Benchmarking Report, the facilities provided at T3 are in line with other 
benchmarked airports around the world on a per Peak Hour Passenger (‘PHP’) basis. The 
benchmarked airports, themselves, are ranked among the top 16 airports in the world by 
Skytrax.    

 
S No Facility BKK PEK LHR MAD KUL Median DEL 

1 Contact Stands 51 66 60 64 46  48 
2 Contact Stands per 1000 

PHP 4.6 4.6 8.4 3.6 5.3 4.6 5.1 

3 Check in counters 
(excluding self service) 360 292 54 174 216  196 

4 Check in counters per 
1000 PHP 33 20 8 10 25 20 20 

5 Baggage claim belts 27 17 11 20 12  14 
6 Baggage claim belts per 

1000 PHP 2.5 1.2 1.5 1.1 1.4 1.4 1.5 

7 Short term parking 6,100 7,000 3,800 9,000 6,206  4,300 
8 Parking per 1000 PHP 554 487 531 500 712 531 455 

       Source: Jacobs Benchmarking Report, Jacobs Terminal Benchmarking Report 
h. As per the Jacobs Benchmarking Report, the total adjusted cost for T3 (after adjusting for 

foreign exchange rate, inflation, project duration; and purchasing power parity multiplier 
applied to a part of the project cost) is the lowest while per unit (PHP) adjusted cost for T3 
lies within the range of the benchmarked airports.   
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S No Cost BKK KUL PEK LHR MAD Median DEL 

1 Adjusted Costs (2008, USD 
mn) 3,354 3,080 4,213 4,151 3,353 3,354 2,496 

2 Cost/Area (2008, USD/sqm) 5,957 6,423 4,681 11,758 4,429 5,957 4,506 

3 Cost/100 PHP (2008 USD 
mn) 30 35 29 58 19 30 26 

    Source: Jacobs Benchmarking Report, Jacobs Terminal Benchmarking Report 
i. As per the Jacobs Benchmarking Report, the purchasing power parity (PPP) multiplier (3.218 

as per IATA ADRM 2004) has been applied to DIAL’s cost of perimetric works and shell and 
core works, in the above comparison.  These form around 39% of the project cost.   

j. According to Jacobs Benchmarking Report, while labour in India might be markedly cheaper 
than in the UK and Europe, the cost of any specialized automated and other airport specific 
systems are comparable across the world.  Hence the PPP multiplier has not been applied to 
cost of fit-outs (55% of project cost) and baggage handling system (BHS) costs (6% of project 
cost).     

31. Gross Floor Area (GFA) of Terminal 3: 
The cost of procurement of goods and services for the Project is closely linked to the size and 
scale of T3.  Though commenting on design and engineering related issues are outside KPMG’s 
scope of work, at a macro level, it is important to study how the GFA of T3 was finalized over 
time and how it compares with global standards.  The analysis below and the response from DIAL 
need to be subjected to technical analysis by EIL. 
a. As per Major Development Plan (MDP) dated December 2006, the GFA for T3 was estimated 

as 451,644 sqm  for 34 mppa capacity.   
b. DIAL has indicated that they received around 700 drawings at the MDP stage.  The GFA 

calculated from these drawings worked out to 470,179 sqm.  Initial project cost estimates for 
the purpose of financial closure were therefore based on 470,179 sqm.  Given the design Peak 
Hour Passenger (PHP) capacity of 9,450 for T3, the GFA works out to around 50 sqm/ PHP.   

c. As per DIAL’s letter to AAI (dated 18 Jan 2008) the GFA had to be enhanced to 500,000 sqm 
to handle a capacity of 37 mppa (against the mandated capacity of 34 mppa). The 
corresponding project cost was R 8,975 cr.  Using DIAL’s estimates as above, the GFA for a 
terminal with capacity of 34 mppa should have been 460,000 sqm, using simple 
approximation. 

d. As per DIAL’s project cost report (dated March 2010), GFA has increased from 470,179 sqm 
to 553,887 sqm.  The corresponding capacity is stated as 34 mppa.  The GFA works out to 
around 59 sqm/PHP.   

e. Jacobs Benchmarking Report submitted in February 2009 had mentioned PHP of PEK as 
24,000. However, in its second submission (Jacobs Terminal Benchmarking Report) the PHP 
of PEK has been reduced to 14,360. With a PHP of 24,000 the median GFA of benchmarked 
airports was around 51 sqm/PHP.  

f. DIAL’s letter to AERA dated 09 September 2010 mentions the reasoning provided by Jacobs 
for the difference in PHP of PEK. According to Jacobs, 24,000 PHP is the planned PHP 
figure for the ultimate build out to cater to between 65-70 mppa and would be finalized in the 
next master plan. However, it is not clear from Jacobs’ submission whether the incremental 
increase in capacity from 43 mppa to 65-70 mppa would also require an increase in GFA or 
would it be a result of efficient use of the existing terminal area. 
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g. Jacobs Terminal Benchmarking Report mentions that airports have variation in facilities due 
to economic and political drivers that drive regulations in each nation. Countries such as 
United Arab Emirates and China have political systems which are in wide contrast with India.  
For instance Dubai T3 and Heathrow T5 were completed in the same year (2008) and have 
the same design capacity (28 mppa).  While Dubai’s design PHP is around 19% greater than 
LHR T5, its GFA is nearly 235% larger than that of the latter. If one excludes Dubai and 
Beijing airports as benchmarks, the median GFA/PHP works out to 51.2 sqm/PHP. 

h. At a macro level, without any detailed technical analysis, the GFA for T3 floor area under 
different scenarios is as follows: 

 
S No Reference sqm/PHP GFA for T3 (sqm) 

1 Airports in ASPAC region (IATA Manual) 38 430,666 
2 DIAL’s letter to AAI, dated 18 Jan 2008, 

adjusted for 34 mppa  
49 460,000 

3 Jacobs Benchmarking Analysis (9 leading 
airports) 

54 510,300 

4 Jacobs Benchmarking Analysis excluding DXB 
and PEK 

51 483,840 

5 T3 Master Plan (Dec 2006) 50 470,179 
6 Actual Gross Floor Area of T3 (Mar 2010) 59 553,887 

 
i. DIAL has indicated that one of the reasons why T3 size exceeds IATA standards is that the 

OMDA requirements are stricter than IATA Standards. Schedule 1 of the OMDA requires the 
design of T3 to conform to best practices set out in IATA Manual. Service quality 
requirements are laid down in Schedule 3 of OMDA. Comparison of the two standards 
(OMDA and IATA) indicates that on one parameter, OMDA requirement exceeds the IATA 
guideline. For passengers at the departure gate, OMDA mandates 80% seating available to 
passengers as compared to 70% in the IATA Manual. The impact of this parameter on GFA 
of T3 may be ascertained technically by EIL.  The comparison between OMDA requirements 
and IATA standards is presented in Annex 2.  

j. The actual GFA of T3 – 553,887 sqm – exceeds the Master Plan mandated GFA of 470,179 
sqm by 83,708 sqm.  The increase in GFA has led to increase in the Project cost.  No prior 
approval was taken from the DIAL Board for the same.  The DIAL Board was apprised of the 
increase in GFA and the cost variation thereof by way of the Project Cost Report in March 
2010. 

k. As per DIAL, the GFA for T3 has been increased on account of shifting of power sub-
substations inside T3, providing a larger area for ‘meeters and greeters’ and providing 
additional office space for airline and ground-handling staff at each contact gate.  Further, 
according to DIAL, some of the unique features of IGIA – higher origin-destination traffic 
(and hence greater number of check-in counters, baggage handling, forecourt, meeter-greeter 
area etc); higher norms for passenger boarding through contact gates, segregation of domestic 
and international passengers etc have also contributed to higher GFA requirements.   

l. As mentioned earlier, the purpose of the analysis above is to highlight the process by which 
the GFA was evolved and its comparison with leading airports.  The reasonableness of the 
increase in GFA (over the one mandated in the Master Plan) and the technical rationale 
provided by DIAL may be assessed by EIL.   
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IV. ASSESSMENT OF PROCESSES FOLLOWED 
 

32. KPMG’s scope of work is primarily to comment on the process aspects of arriving at the final 
project cost estimate. As discussed above, in absence of a set of prescribed processes as the 
baseline, the next best option is to test the “actual processes” against the list of “desired 
processes”. The limitations and contestability of this approach needs to be recognized, and hence 
the application of the findings of this exercise will need to be accordingly moderated.  

33. In the following sections we explore the following areas – the process followed for arriving at the 
project cost, the procurement processes, corrective actions taken on a proactive basis to arrest cost 
escalation, quality and comprehensiveness of the MIS; and the process followed for informing 
MoCA, AAI and the DIAL Board about the project cost escalation on a regular basis. 

 
Project approach 
34. The Project was implemented using a ‘cost plus percentage of cost’ approach.   Is this approach 

an efficient one, given that it was a design-build project? 
a. According to DIAL, the reason for not going for fixed price contracts is that there were 

significant project uncertainties (due to few number of drawings available), limited number of 
interested bidders for the EPC contract (given the tight timeline) and that the bidders may 
have quoted a high risk premium. 

b. Uncapped ‘cost plus percentage of cost’ contracts are the riskiest contracts, as the entire risk 
of cost over-run is borne by the developer. 

c.  Due to their inherent high level of risk, ‘cost plus percentage of cost’ contracts are either 
prohibited or restricted in contracts that are funded by agencies such as Asian Development 
Bank, World Bank etc. 

d. When uncapped ‘cost plus percentage of cost approach’ is applied to design-build (DB) 
projects, the risks are magnified due to the inherent conflict of interest in respect of the EPC 
contractor (responsible for both design and execution).  Without cost escalation mitigation 
techniques and strong monitoring procedures, project cost of an uncapped cost plus 
percentage of cost can significantly increase over initial estimates.  

e. Alternate approaches to uncapped cost plus percentage of costs include: Guaranteed 
Maximum Price and Progressive Lump Sum approach.  Details about these are presented in 
Annex 4 and Annex 5.   

f. DIAL could have explored these alternative approaches.  Given the global airport experience 
of the members of the DIAL JV and the successful development of the Hyderabad and 
Istanbul airports by the lead member of the DIAL JV, we have reason to believe that the 
ability of bidders to negotiate an irrationally high risk premium was limited. 

 
Project cost finalization 
35. Was the right process followed for finalization of the project cost? 

a. The cost estimates at different stages of the Project are indicated below: 
i. Initial Development Plan (‘IDP’) stage (May 2006) was R 3,287 cr.  

ii. As per the Master Plan (Dec 2006), estimated project cost was R 6,756 cr.  
iii. As per letter dated 18 Jan 2008 from DIAL to AAI, project cost at financial closure 

stage (Dec 2007) was R 8,975 cr.  
iv. Interim estimate from DIAL (letter dated 14 Jan 2009) was R 10,500 cr.  
v. Final project cost as per DIAL’s Project Cost Report (March 2010) is R 12,718 cr.  
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vi. As per letter dated 20 July 2010, with the inclusion of security capex of R 139 cr, project 
cost has increased to R 12,857 cr 

b. The OMDA does not specify the approach to be followed for project cost estimation.  It 
however specifies (Clauses 8.4 and 8.5) that all contracts shall be at arms length basis and 
should be based on competitive bidding (if the value exceeds the stipulated amount).  
Schedule 21b of the OMDA mentions that the role of the Independent Engineer (IE) is to 
review the benchmarking exercise carried out by DIAL for the project specifications and cost, 
against national and international airport projects of similar scope and nature so as to avoid 
padding of costs and/ or gold plating.   

c. As per DIAL’s design build approach, around 40% of the packages (by value) were designed 
and implemented by L&T.  The cost of the same was fixed after negotiations between DIAL 
and L&T.  For the balance packages, L&T carried out the design and then the same was sub-
contracted to contractors on a competitive bidding basis.  The negotiated price arrived at 
between DIAL and the sub-contractor formed part of the final project cost estimate.  Under 
this approach, the project cost estimate would change till the last package was awarded. 

d. In most public infrastructure projects in India, bidders decide their project cost at the bidding 
stage, with a limited period access to the data-room and project site.  The same is then taken 
as final.   

e. As seen above Project cost estimates have been revised upwards at different stages of the 
Project.  According to DIAL, the project cost estimate at financial closure stage (Dec 2007) 
was a rough estimate though DIAL had full control of the IGI airport for over 1.5 years by 
then.  A contingency of R 694 cr was also included in the project cost estimate of R 8,975 cr.  

f. Project cost estimates were sought from EPC contractors during bid stage.  No commitment 
was sought from the EPC Contractor to adhere to the said project cost during the actual 
project despite the fact that: 
i. Contractor was well aware of technical specifications of the project as specified by the 

OMDA 
ii. During tender phase contractor was also provided with soil testing report, environment 

audit report and site survey report. 
g. The uncapped design-build approach was approved by the DIAL Board on 7 Aug 2006.  

Considering the experience and skill-set of DIAL’s consortium members, as well as the EPC 
contractor, a firm project cost could have been estimated within a reasonable period with due 
contingencies built in.  The firm project cost should have been discussed with the DIAL 
Board, and frozen after incorporating modifications, if any.  

 
Risk mitigation processes 
36. Has DIAL applied the right mitigation processes to control risks inherent in cost plus percentage 

of costs contracts?   
The various cost control techniques generally used are as follows: 
a. Benchmarking of costs against comparable projects to identify and control cost over-runs:  

DIAL engaged Jacobs, in compliance with Schedule 21of the OMDA, to carry out the 
benchmarking exercise to test the reasonableness of its capital expenditure.  The report of the 
consultant however, was submitted in February 2009, by when the selection of many 
contractors had already been accomplished.   

b. Incentivizing contractor to control costs through ‘sharing of pain-gain’ while executing the 
project:  Incentives/ penalties can be built into contracts by adjusting contractor’s fee 
depending upon target and actual costs incurred.  We have received no evidence to suggest 
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that any part of the project cost escalation was to be shared by DIAL’s contractor through the 
relevant contract terms/clauses. International examples are provided in Annex 4 and Annex 5.  

c. Dis-incentivizing contractor to increase costs by capping contractor’s fee at a fixed absolute 
level than as a percentage of base cost:  DIAL’s contractor cost was a percentage of base cost 
for all packages.   

d. Engaging an external Project Management Consultant (PMC):  DIAL engaged Parsons 
Brinckerhoff International Inc as the PMC.  As per Schedule 2 of the Project Management 
Agreement, the scope of PMC included providing cost control advice, early warnings of 
variance, advice to DIAL on necessary alterations to ensure cost economy and assessment of 
possible cost implications of proposed design changes.  As per DIAL, all the packages were 
thoroughly reviewed in terms of design optimization, value engineering and quantification by 
the experts comprising DIAL & PMC, before awarding any package.  KPMG has reviewed 
three cost monitoring reports of the PMC dated Sep 2008, Mar 2009 and Mar 2010. In none 
of the reports have we found any comparison between a package’s original and final cost 
estimate; an analysis of the reasons behind cost escalation, and the corrective measures to be 
undertaken going forward.   

e. Conducting an independent valuation of costs estimated by the contractor.  This has been 
done by DIAL in many cases.  DIAL has shared details of instances wherein contractor’s and 
sub-contractor’s quotations have been reduced post negotiation.  

 
Award of contracts 
37. Were the right processes followed for award of contracts? 

a. Selection of Contractor:  
i. Since the Project follows a design-build approach with the EPC contractor’s payment 

linked to a cost plus basis, the entire risk of cost escalation is borne by DIAL and not the 
EPC contractor.  Despite this only two contractors – L&T and ITD – submitted their 
bid. 

ii. According to DIAL, many of the leading global EPC contractors that DIAL contacted 
expressed low interest in the Project due to the challenging timeline.  Some of the 
leading contractors were also engaged in other airport projects and had limited 
bandwidth.  

iii. The other reason for limited competition could be that JV/ consortia were not allowed to 
bid.  Clause 6(c) of Invitation to Tender for Terminal, Runway and Associated works 
states: “Tenders submitted by joint ventures/consortia of two or more 
companies/firms/entities as partners or two entities with any partnering arrangements 
will not be accepted.” 

iv. DIAL is itself a joint-venture company comprising different corporate entities with 
varied skill-sets.  Allowing JVs to bid for the EPC Contractor’s role could have brought 
in a combination of design, construction and financial strengths of two or more partners, 
with a clearly identified and accountable Lead Member. 

v. Allowing joint ventures/consortia to bid for contracts could have increased competition 
and would have provided DIAL with a better negotiating position, especially given the 
short timeline for Project completion.  

vi. According to DIAL, engaging a JVC as a Contractor has high performance risk, based 
on DIAL’s experience of developing the Hyderabad International Airport.  DIAL felt 
that given the challenging timeline, it was critical to get the most experienced 
contractor, and the potential risk of a consortium not meeting the delivery requirements 
was not acceptable.   
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vii. Globally, airport development projects have been awarded to joint ventures/consortia.  
A list of airport development projects which have been developed by joint 
venture/consortia is presented in Annex 3.   

viii. DIAL in its response has mentioned that Heathrow, Muscat and Doha projects (quoted 
in Annex 3) are running behind schedule with cost overruns. The Sacramento project is 
currently under implementation; thus the success or failure cannot be judged presently. 
As per DIAL, this evaluation buttresses the point that joint ventures/consortia do not 
have a track record of success and it would have been a risky decision by DIAL to 
consider JVs/consortia to bid for construction contract. Certain references which 
underscore the problems and track record of joint ventures were also been provided by 
DIAL. 

ix. JVs in Abu Dhabi and Sacramento airport projects do not have performance issues.  The 
increased timelines in some of the other projects highlighted by DIAL are due to 
technical difficulties and/or change in scope.  These do not indicate poor performance of 
JVs/consortia in airport projects. 

b. Contractor Fee: 
i. Contractor’s fee was 20.2% of base cost for the Contractor’s Work Portion (CWP) and 

Sub Contractors Package (SCP). This fee was discovered through a competitive process. 
CWP for Contractor was capped at 40% of the project cost.  

ii. A review of Contractor’s contract indicates that cost escalation of a particular package 
automatically implies higher fee to Contractor. Mechanisms for limiting contractor fee 
and incentivizing adherence to cost targets were not built into the contract.  

iii. According to DIAL, effective fee of contractor is 15.25% based on payment of R 1,195 
cr. This fee percentage is lower due to various negotiations, value engineering of 
packages and constitution of cost control committee. 

iv. DIAL could have tried to freeze a fixed fee for Contractor based on reasonable 
estimates, given the design-build approach adopted for the Project and the need to 
eliminate any incentive for the Contractor to escalate project costs.  

c. Contractors Work Portion Costs:  

i. Cost estimates provided by L&T were checked by DIAL.  As per DIAL, they have 
successfully reduced the cost estimated by L&T on many packages through 
negotiations.   

ii. For Heathrow Terminal 5, BAA used costs of similar projects as benchmarks. These 
costs were also independently validated.   

iii. In Checklist 2, DIAL was requested to provide instances where benchmarking of cost of 
key packages with comparable airports was done prior to the award of packages.  We 
have received no evidence to that effect.   

 
Project implementation team 
38. DIAL engaged experienced staff and external firms to execute the project. DIAL employed 

services of a globally reputed firm, Parsons Brinckerhoff, as project management consultants.  
DIAL’s internal and external teams appear to be well qualified and experienced to handle this 
Project.  
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MIS and Communication 
39. Was project cost escalation properly monitored and communicated to designated authorities? 

a. Management Information System: The MIS for a complex project should be robust enough 
to identify the risk of cost escalation in advance. The project cost estimate of R 8,975 cr was 
not treated as a target cost.  All submissions from DIAL refer to this figure as a rough 
estimate based on limited number of drawings. It appears that the MIS did not map the 
individual package costs with the initial estimates and identify deviations on a proactive basis. 

b. Project Management Consultant:  As indicated earlier, the PMC did not monitor cost 
variation of different packages vis-à-vis the initial estimate of project cost of R 8,975 cr.  

c. Communication with DIAL Board:  DIAL board on 7 Aug 2006 approved design-build 
approach on a cost-plus basis, and delegated powers to Chairman and Managing Director of 
DIAL to take all actions to implement the contract. The project cost details were 
communicated to the DIAL Board as follows: 

• R 8,975 cr on 4 Dec 2007 
• R 10,500 cr on 14 Jan 2009 
• R 12,718 cr on 25 Mar 2010.  

 The escalation in project cost has been communicated after 12-15 months each.  In each case, 
the escalation has been upwards of 15% over the previously communicated figure.  As per 
DIAL, since the Board had approved the uncapped design-build approach, no further 
approvals from the Board were deemed necessary. 

d. Communication with AAI: As per clause 10.1 of OMDA, “…The JVC shall submit the 
following reports to AAI on a regular basis: (a) Latest update of Business Plan...” The 
Business Plan was to be updated periodically from time to time.  The initial Business Plan 
was prepared on 16 Mar 2006. In a letter dated 18 Jan 2008, an updated Business Plan was 
provided to AAI with a project cost estimate of R 8,975 cr.  The Business Plan has not been 
updated regularly by DIAL. It appears that DIAL has not fully complied with the OMDA 
provision in respect of communication with AAI. 
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V. CONCLUSION 
 

40. DIAL has completed the Project in a time of 37 months which is significantly lower than that of 
comparable global airports.  As per the Jacobs Benchmarking Report, the facilities provided at T3 
are comparable to the benchmarked airports.  Further, the total adjusted cost for T3 (adjusted by 
Jacobs for foreign exchange rates, inflation, project duration, and purchasing power parity on 
select costs etc) is the lowest among the benchmarked airports. 

41. KPMG’s scope of work is of ex-post review as against ex-ante determination.  The risks inherent 
in the same are as follows: 
a. There can be wide variation in views on what was to be delivered (the physical infrastructure) 

and the appropriate cost for it. This is visible in the wide range of opinions possible regarding 
IGI Airport – satisfaction of having a world class airport and dissatisfaction at increase in 
project cost. 

b. It provides no commonly accepted baseline (neither cost, nor process) for the regulator (who 
needs to ultimately have a project cost for determining the Regulated Asset Base and hence 
tariffs) to assess the “actual” against.  

42. The Project cost estimate has increased from R 8,975 cr at the time of financial closure (7 Dec 
2007) to R 12,718 as on 31 Mar 2010.  The technical rationale for the increase would be assessed 
by the technical auditor – EIL.  We have commented on the process issues.  

43. Our review has been done along two streams:  
a. Assessment of final project cost estimate; and 
b. Assessment of the process followed in arriving at the final project cost estimate 

44. There are certain cost elements included in DIAL’s application, which do not merit inclusion in 
the present project cost, in the context of the present capital expenditure approval regime. These 
are: 
a. Costs not already incurred  
b. Costs disallowed by the OMDA/SSA.  
c. Costs disallowed as per accounting standards 

45. Based on the above, we propose that an amount of R 834.5 cr be considered for exclusion from 
DIAL’s final project cost of R 12,857 cr (R 12,718 cr plus security related expenditure of R 139 = 
R 12,857 cr).  The break-up of the proposed exclusion and the rationale thereof is presented in 
Chapter III. 

46. Our assessment of the processes followed by DIAL is as follows: 

a. The key reason behind the increase in the project cost estimate is the design-build approach 
adopted by DIAL.  A part of the increase is also due to unforeseen scope additions (Delhi 
Metro, ATC tower etc).  

b. The risk mitigation steps undertaken by DIAL to prevent cost escalation are not entirely 
compliant with international best practices.  At no stage was the project cost capped and the 
risk of escalation shared with the EPC contractor.  The contract terms with the EPC contractor 
did not have any incentives and penalties to enable better control on cost.  The Project 
Management Consultant did not look at the cost escalation aspect with reference to initial 
estimate of project costs.   

c. The increase in project cost was not communicated to MoCA and AAI on a regular and 
proactive basis. 
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d. The Gross Floor Area (GFA) of T3 exceeds the one mandated by the Master Plan by nearly 
84,000 sqm.  No prior approval was taken from the DIAL Board for the same.  The DIAL 
Board was apprised of the increase in GFA, and the cost variation thereof, by way of the 
Project Cost Report dated March 2010.  The GFA per Peak Hour Passenger (PHP) of T3 is 
higher than most leading airports in the Asia Pacific region.    The technical reasonableness of 
the increased GFA could be assessed by EIL.   

e. It is difficult and subjective to assess the impact of the process related issues in rupee terms.   
 

*** 
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Annex 1: List of documents reviewed  
 

1. Correspondence between DIAL and AERA 
dated 31 March 2010 

2. Presentation by DIAL to AERA dated 29 April 
2010 

3. Report on project cost by DIAL dated March 
2010 

4. Jacobs Consultancy’s Benchmarking 
Assessment report dated February 2009 

5. Jacobs Consultancy’s Terminal Benchmarking 
Analysis dated September 2010 

6. Master Plan dated December 2006 
7. Major Development Plans dated December 

2006 
8. Traffic Forecasting report for Delhi airport 

dated December 2006 
9. Operation, Management and Development 

Agreement between AAI and DIAL dated 
April 2006 

10. Shareholders Agreement for DIAL dated 4 
April 2006, 

11. State Support Agreement between DIAL and 
The President of India dated 26 April 2006 

12. Agreement between DMRC and DIAL dated 
April 20 2009 

 

13. Correspondence between DIAL and MoCA dated 
22 October 2006, 27 October 2006, 8 November 
2006, 1 November 2007, 14 January 2009, 19 
January 2010 and 27 January 2010. 

14. Correspondence between DIAL and AAI dated 
18 January 2008,  

15. Monthly progress report submitted by DIAL to 
Independent Engineer 

16. Design services and procurement activities 
schedule 

17. Project quality management plan dated 28 June 
2007 

18. Contract between DIAL and L&T for terminal, 
runway and associated works dated 9 December 
2006 

19. DIAL’s response to questions asked in checklist 
1 – 6 by KPMG and EIL 

20. Contract between L&T and sub contractor for 
selected packages 

21. Bid documents for award of sub contractor 
packages for selected packages 

22. DIAL’s response to KPMG observations 
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Annex 2: Comparison of OMDA and IATA quality standards 
 

S 
No 

Performance 
Parameter 

IATA Manual OMDA Comparison 

1 Transfer 
Process - 
Minimum 
connect times 

Dom to Int’l: 35-45 
min  
Int’l to Int’l : 45 -60 
min 

Dom to Int’l: 60 min 
Int’l to Int’l: 45 min 

Domestic/Internationa
l: OMDA is lenient 

2 Check in 
Maximum 
queuing time 

Business Class: 3-5 
min 
Economy Class: 
15-20 min 

5 minutes for business 
class  
20 minutes for 
economy 

Similar standards 

3 Security check 
- Waiting time 

Maximum Queuing 
time of 3-5 min 

95% passengers wait 
less than 10 min 

OMDA is lenient 

4 CIQ Checking 
time in queue  

10 min for Inbound 
passport control 

95% passengers wait 
less than 10 min 

Similar standards 

5 Baggage 
delivery time 
for bag 
delivery from 
aircraft arrival 

Business Class: NB 
– 15 min WB – 20 
min; Economy 
Class: NB – 25 min 
WB – 40 min 

Domestic- First bag 10 
min, last bag 30 min 
International-First bag 
15 min, last bag 40 min 
from on blocks time. 

Similar standards 

6 Passenger 
arrival process 
- Time from 
aircraft arrival 
to kerbside 

Business Class: 20-
25 mins 
Economy Class: 
40-45 mins 

95% passengers take 
less than 45 min 

Business class: 
OMDA is lenient 
Economy class: 
Similar standards 

7 % passengers 
served by PBB  

90 – 95% 
passengers on an 
annual basis 

90 % of annual 
passengers  

Similar standards 

8 Gate Lounges 
Seating 
availability 

Seats for 70% of 
passengers 

Seats for 80% of gate 
lounge population 

OMDA is stricter 
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Annex 3: List of airports constructed by joint venture/consortia 
 

S No Airport/City JV/Consortia Partners Actual Performance 

1.  Heathrow, London Laing O’Rourke and Ferrovial 
Agroman 

The contract was signed on 5 
March 2010 with an estimated 
completion date of early 2014.  

2.  Muscat, Oman Tepe Akfen Vie (TAV) 
Construction and CCC 

Technical difficulties (hitting 
seawater while excavation) 
have increased timeline of the 
project.  

3.  Abu Dhabi, UAE Al Habtoor, Murray & Roberts No performance issues. 

4.  Doha, Qatar Tepe Akfen Vie(TAV) 
Construction and Taisei 

Scope change and concurrent 
completion of multiple phases 
(increase in capacity by 12 
MPPA) has increased timeline 
of the project. 

5.  Sacramento, USA Austin Commercial and Walsh 
Construction 

JV plans to complete the project 
ahead of schedule. 

 
a. JVs in Abu Dhabi and Sacramento airport projects do not have performance issues and have/plan 

to successfully complete the projects.  

b. The increased timelines in some of the projects are due to technical difficulties/change in scope. 
These do not indicate poor performance of JVs/Consortia in such projects. 

c. JVs such as Al Habtoor Murray & Roberts have worked on several airport projects. 
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Annex 4: Cost control with Design Build Approach 
 

S No Approach Key Features Examples 

1.  Negotiated 
Lump Sum 

Contractor agrees to a specified 
price for the services in the 
contract.  
Contractor receives the agreed 
price irrespective of the cost 
incurred. 

London Luton Airport Expansion 
Phase one expansion consisting of new departure 
building apron and taxiway, lighting, parking and 
access roads awarded on a lump sum design 
build basis. Project cost of USD 140 million in 
two years. 

2.  Guaranteed 
Maximum 
Price 

Contractor is compensated for 
actual costs incurred plus a fixed 
fee subject to a ceiling price. 
The contractor is responsible for 
cost over runs in the project. 

San Jose International Airport 
Contracts for Terminal Area Improvement 
Program were awarded on a Guaranteed 
Maximum Price negotiated at different levels of 
design. Project cost of USD 750 million 

3.  Progressive 
Lump Sum 

To ensure adequate cost control a 
review of the design process is 
conducted at different stages of 
completion. 
At the completion of review, 
client and contractor can negotiate 
to fix the lump sum construction 
cost. If agreement cannot be 
reached, the client can opt to shift 
the project to another 
approach/contractor. 

Chicago O’Hare Terminal 6 Program 
The contract as a progressive lump-sum 
negotiation process, which calls for review of the 
design process at the 30%, 60%, and 100% 
stages. At the 30% stage, contractor submitted 
the cost for full design services, which the client 
accepted.  
At the 60% stage, the client and contractor have 
the option of entering into negotiations to fix the 
lump-sum construction cost. If agreement cannot 
be reached, the design work continues to 100% 
and negotiations for final construction costs can 
be entered into.  
If agreement cannot be reached at this point, the 
client can shift the process to a more traditional 
approach. Project cost of USD 1 billion. 
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Annex 5: Alternative fee basis in cost plus contracts  
 

S 
No 

Approach Key Features Examples 

1.  Cost plus fixed 
fee 

Cost reimbursement contract in which the 
contractor’s fee is fixed. 
Does not provide incentives to contractor to 
control costs as the costs are reimbursed. 
However, as compared to Cost plus 
percentage of cost fee, it removes the 
incentives for the contractor to increase costs 
for gaining higher profits. 

Portland International 
Airport 
Involves using a quality-based 
selection process to choose a 
contractor, bring the contractor 
on during design and negotiate a 
cost-plus-fixed-fee contract for 
the work prior to design 
completion. 

2.  Cost plus 
incentive fee 

Cost reimbursement contract with an initially 
negotiated fee.  
Fee can adjusted later by a formula based on 
the relationship of total allowable costs to 
total target costs. 
Cost in excess of the target cost is only 
partially paid according to a Client/Contractor 
ratio, thus reducing contractor’s profit.  
Contractor's profit increases when actual costs 
are below the target cost defined in the 
contract incentivizing contractor to control 
costs 

Heathrow Terminal 5 
Construction 
BAA used cost information 
from other projects, validated 
independently, to set cost 
targets. 
If the costs were lower than the 
target cost, the savings were 
shared with the relevant 
partners. 

3.  Cost plus award 
fee 

Cost-reimbursement contract that provides for 
a fee consisting of a base amount fixed at 
inception of the contract and an award. 
The contractor may earn the award in whole 
or in part during performance in areas such as 
quality, timeliness, technical ingenuity, and 
cost-effective management. 

To tie the contractor to the 
quality of the end product.  
Development for Orion project 
awarded on a cost plus award 
fee basis by NASA 
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Annex 6: Information checklists submitted to DIAL 

Review of DIAL’s Final Project Cost Estimate 

Checklist 1 

[Note:  Please submit all financial data {eg item no I (5, 6, 7, 15, 21, 27) and II (1c) etc} duly 
certified by DIAL’s statutory auditor.  For the rest please provide a covering letter from the 
CEO/ MD of DIAL certifying that the information/ data provided to AERA and AERA’s 
consultants (EIL and KPMG) is true, fair, complete and without any omissions.] 

 

I.  Please provide the following documents/ data: 

1. Copies of audited annual reports of DIAL for FY 06-07, FY 07-08 and FY 08-09.   

2. Copies of un-audited annual report of DIAL for FY 09-10. 

3. Copies of approved Master Plan, MCP and MDP for IGIA and changes made thereof. 

4. Copies of OMDA, Lease Deed, Share Holders’ Agreement (SHA) and State Support Agreement 
(SSA) with Central and State Governments. 

5. Detailed break up of the initial project cost of INR 8,975 cr by specific package. 

6. Detailed break up of the final project cost of INR 12,718 cr by specific package. 

7. Details of bids for major contracts (say above INR 50 cr) including - projected costs, actual costs, 
rationale for variation (if any), bids received, bid selected and outcome of price negotiation 

8. Copies of contracts with L&T and other sub-contractors (for contracts above INR 50 cr). Detailed 
list of work orders/purchase orders issued to other EPC/non-EPC contractors/suppliers 

9. For each package incurring a cost overrun of 10% or more, the rationale for quantity variance and 
price variance thereof. Please provide details of major variation or change orders. 

10. Detailed list of Work orders/Purchase orders issued to other EPC/non-EPC contractors/suppliers. 

11. Copies of written communication between DIAL and key entities like MoCA, AERA, AAI and 
DIAL Board, related to project cost. 

12. Copies of written communication submitted by statutory auditor to the DIAL Board or 
management related to project cost. 

13. Copies of written communication submitted by Lenders’ Engineer related to project cost. 

14. Copies of the comments given by the Independent Engineer to DIAL on the Design Basis Report 
and Scheme Design Report of different facilities. 

15. Cost breakup of key non-MCP expenditure like Terminal 1D, G+5 building & utility tunnels etc. 

16. Copies of agreements/correspondence related to payments to be made to Delhi Metro Rail 
Corporation (DMRC) and Delhi Jal Board (DJB). 

17. Copies of agreements/correspondence between AAI and DIAL related to treatment of ATC tower 
and associated facilities as part of DIAL’s project cost. 

18. Rationale for treating upfront fee to AAI, rehabilitation of runway 10/28 and security related 
capital expenditure as part of DIAL’s capital cost. 
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19. Details of cost (Budgeted) for rehabilitation of Runway 10-28. Details of bidding strategy adopted 
for awarding this work.  

20. Details of new ATC tower & associated facilities (Budgeted cost since not implemented). 

21. Details of security related capital expenditure. 

22. Copies of the entire benchmarking report submitted by Jacobs Consultancy to DIAL. 

23. Overview of the project management process (planning, design, procurement, construction and 
monitoring etc) followed for construction of Hyderabad Airport.  Please highlight key differences 
vis-à-vis the process followed for IGI Airport. 

24. Copies of outline specifications for all components. 

25. Copies of As-built Drawings or latest approved construction drawings. Please furnish the list of 
drawings (with Drawing no. & Title) which can enable us to specify the drawings required by our 
team to proceed with the review. 

26. Copies of documents showing detailed capitalization approach of DIAL and list of payments 
made. 

27. Copies of the fixed asset register. If not available then CWIP register as on 31 March 2010. 

28. Overall Project Schedule, Work Breakdown Structure and Monthly Progress Reports during 
Starting Phase, Peak Period and ending phase of the Project for T1, T2 as well as T3 Projects. 

29. Detailed organization structure of DIAL’s project management team (covering all aspects like 
tendering, negotiation, contracting, project planning, project monitoring, financial control etc). 

30. Delegation of Power (DoP) document for DIAL clearly listing the different levels of hierarchy 
and their authorized limits for approving decisions related to planning, design, operational, and 
financial matters.   

31. Quality Assurance System & List of non-conformances 

 

II. Please provide documents pertaining to the following: 

1. Procurement Process: 

a. Procurement strategy and process for high value purchases.  

b. Minimum number of offers sought from alternate sources for procurement for each major 
head of expenditure and the major criteria considered for selection of vendors. 

c. Details of bulk purchasing done for major items (name of item, order size – projected and 
actual, name of suppliers, bids received, bulk price – projected and final,  discount 
obtained over initial offer etc)  

d. Premium paid, if any, for speedier procurement of goods and services. 

e. Minimum threshold for order placement for key commodities.  Details of instances when 
the minimum threshold was breached and the premium paid thereof. 

f. Details of procurement from any group entity of the JVC or the contractor (L&T) or any of 
its key shareholders. 

g. Terms of contracts with contactor and sub-contractor pertaining to cost escalation post 
award of contract. 
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2. Project Implementation  

a. List of 10 senior-most members of DIAL’s project implementation team (covering aspects 
like tendering, negotiation, contracting, project planning, project monitoring, financial 
control etc) and their curriculum vitae, highlighting their airport development experience. 

b. List of policies and procedures put in place by DIAL to predict, identify and address cost 
overruns.  Please provide list of specific instances and the specific action taken. 

c. Copies of the reports submitted and comments given by the PMC relating to their 
supervision of work. 

 

3. MIS 

a. Key features of the project MIS (structure, coverage, complexity, inter-linkage with 
different packages, frequency of data updating, persons responsible etc).  

b. Steps taken to ensure accuracy of information in the MIS. 

c. Nature of checks and alerts inbuilt in the MIS to identify cost overruns.  

d. Specific instances of how the project MIS was used by the DIAL management to address 
cost overrun. 

 

4. Communication and Control 

a. Frequency of communication to MoCA/AAI/BoD about projected cost overrun. 

b. Actions suggested by MoCA/AAI/BoD to restrict the cost overrun. Actions implemented 
by DIAL based on the above suggestion and results thereof.  

 

*** 
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Review of DIAL’s Final Project Cost Estimate 

Checklist 2 

 

[Note: Please submit all financial data duly certified by DIAL’s statutory auditor. For the 
rest please provide a covering letter from the CEO/MD of DIAL certifying that the 
information/data provided to AERA and AERA’s consultants (EIL and KPMG) is true, fair, 
complete and without any omissions.] 

 

1. Please provide details of deviations in project costs and corresponding queries as per format 
in Annex 1. 

2. Once a higher cost estimate was arrived at during the design stage for a particular package, 
who was the person authorized to approve the same?  What measures did he take to mitigate 
the cost over-run? 

3. Once a higher cost overrun was observed or anticipated for a particular package, who was the 
person authorized to approve the same?  What measures did he take to mitigate the cost over-
run? 

4. How were the packages identified for the Contractor’s Works Portion (CWP) selected?  

5. Was any benchmarking done on costs submitted by L&T for CWP?  

6. Was any CWP bid out to other parties if L&T’s quotation was found high? 

7. For the CWP package ‘Runway and taxiway for Phase 1A and 1B’, the reduction in L&T’s 
prime cost after negotiation is over R 330 cr (31% of L&T’s initial quote).  What were the key 
cost heads under which such a significant reduction was achieved?  

8. What was the methodology used for arriving at the lowest possible cost for each of the 
following inputs for the CWP packages: 

a. Labor 

b. Equipment 

c. Overhead 

d. Supervision etc 

9. Slide 39 of the presentation submitted by DIAL (dated 29 Apr 2010) presents L&T’s prime 
cost excluding fees.  Please provide the ‘fees’ charged by L&T for EACH CWP and SCP 
package.  In each case, please highlight if it was a fixed fee (R cr) or a percentage of the prime 
cost of the corresponding CWP and SCP.   

10. Please confirm if L&T’s ‘fees’ for SCP packages was over and above the 40% cap fixed for 
L&T’s payout for CWP. 

11. Please provide the contingency built in project cost estimates for EACH CWP and SCP 
package.   

12. How was the material for the SCP procured (eg structural steel works for piers)?  Was it done 
by DIAL or by the sub-contractor or done jointly?  If done jointly, please provide the value of 
materials procured jointly for EACH SCP package and the savings achieved thereof.   
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13. What was the underlying rationale behind the 70:30 (technical:financial) weightage for 
evaluation of bidders for SCP? 

14. Why was a higher technical weightage necessary while selecting bidders for supply of items 
that have standard specifications eg for Granite flooring (Package T3-20)?   

15. Please provide details of packages in which the lowest cost bidder was not selected because 
his comprehensive score (using the 70:30 evaluation system) was lower than another bidder? 

 

*** 

STRICTLY CONFIDENTIAL 29 
 



 
 
 
 

ABCD 
Airports Authority of India

Review of DIAL’s final project cost estimate – Final Report
15 October 2010

Review of DIAL’s Final Project Cost Estimate 

Checklist 3 (Version date – 09 June 2010) 

Note:  Please submit all financial data duly certified by DIAL’s statutory auditor.  For the rest 
please provide a covering letter from the CEO/ MD of DIAL certifying that the information/ 

data provided to AERA, AAI, EIL and KPMG is true, fair, complete and without any 
omissions. 

 

S 
No 

Issue Observations Query 

A Planning   

1  Estimated project 
cost 

a. Letter from DIAL to AAI dated 
18 January 2008: Reference to 
business plan regarding estimate 
of project cost of INR 8,975 cr. 

b. Break up of initial Cost 
Estimates of INR 8,975 cr has 
been provided in the form of a 
summary. 

a. Please provide copy of the business 
plan mentioned in DIAL’s letter 

b. Please provide back up calculations 
of initial cost estimates derived from 
700 drawings available at project 
start up. 

2  Base Estimated 
Project Cost  

In DIAL’s responses dated 31 May 
2010 and 7 June 2010 reference has 
been made to the inappropriateness 
of the base estimated project cost of 
INR 8,975 cr.   

Please provide breakup of independent 
estimate of project cost made by DIAL at 
the time of financial closure or at any 
other stage during the project execution 
phase. 

B Procurement   

3  Design Build 
Approach 

a. The Design-Build approach 
(DB) was preferred over other 
procurement approaches 
primarily to save time on project 
execution.   

b. As per DIAL previous 
responses, the DB approach does 
not allow the total project cost to 
be capped. 

a. Please list other specific measurable 
benefits realized through the DB 
approach 

b. Please provide examples of other 
similar DB projects in the global 
airport sector and in the Indian 
infrastructure sector that had an 
uncapped project cost. 

c. Please provide details of the specific 
cost control measures adopted by 
DIAL. 

4  Contractor 
eligibility 

JVs/ consortia were not allowed to 
bid for the contractor’s position, 
despite the varied nature of 
competencies and risks involved in 
the project.  For that matter DIAL 
itself is a JV company comprising 
different entities with different skill-
sets. 

a. Please explain the rationale for not 
allowing JVs/ consortia to bid for the 
contractor’s position. 

b. Please list the SCP packages where 
JVs were allowed to bid. 
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S 
No 

Issue Observations Query 

5  Contractor 
evaluation 

The two final bidders (L&T and ITD) 
had submitted their estimates for 
project costs. There is no evidence of 
the project cost estimates being 
evaluated as a parameter for 
determination of successful bidder.  

a. Please explain whether the project 
cost estimates, as submitted by 
bidders, were used for evaluation of 
the bidders? 

b. If not, why was this information 
sought in the bid? 

6  Contract with 
L&T 

Contract does not mention any 
commitment from the contractor on 
limiting project costs (as submitted in 
its final bid) nor sharing of escalation 
of costs thereon. 

Please outline steps taken to cap project 
costs with the contractor or share 
escalations of project costs from 
established levels with contractor. Please 
cite relevant provisions of the contract. 

7  Project Terms- 
Project awarded 
on a cost plus fee 
basis  

Clause 9.2.1 of L&T agreement with 
DIAL: The Contractor shall in 
accordance with the Design Services 
and Procurement Activities 
Programme subject to Clause 9.2.4(a) 
submit to Employer’s Representative 
a lump sum, inclusive of Taxes, for 
each discrete package of the 
Contractor’s Works Portion at least 
three(3) months before the 
Contractor anticipates 
commencement of the design and 
execution of the Works comprising 
that discrete package. 

Please indicate lump sum cost provided 
by contractor for each major package 
(more than INR 50 cr) before 
commencement of the design and 
execution of the Works and the final cost 
incurred thereof. 

8  Design stage costs 
of packages:  
Contractor 
entrusted with 
detailed design 

As per response received from DIAL 
on 7 June 2010 

a. For CWP, estimate by L&T 
formed basis for further 
discussion 

b. For SCP, bids received from 
vendors were subject to 
evaluation 

Please list specific steps taken by DIAL 
to optimize design and specifications to 
reduce costs before award of package (for 
both CWP and SCP packages) 
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S 
No 

Issue Observations Query 

9  L&T Fee a. L&T fees at 20.2% of prime 
costs of all packages  

b. Fees charged by L&T for CWP 
and SCP appear to be same  

c. Of 20.2% fees charged by L&T, 
2.5% is for contractor site office, 
utilities at site office, 
management and supervisory 
functions and post design 
services and support. Fees are as 
% of total prime costs. 

d. No cap on L&T fee in INR 
terms.  Thus if total project cost 
increases, L&T’s fee increases, 
subject to the 40% limit.    

a. Please provide amounts paid to L&T 
in form of CWP charges, L&T fees 
for SCP and L&T fees for import of 
equipment  

b. Please provide the rationale for 
keeping the same fee terms for 
contractor for both CWP and SCP 
packages 

c. Please provide the rationale for 
keeping the fees as a percentage of 
prime costs instead of in value terms 
(i.e. INR cr) 

d. Please list specific steps taken to 
limit L&T’s fees in INR terms. 
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S 
No 

Issue Observations Query 

10  Contractors Work 
Portion Costs 

 

a. Depreciation provided @ 3% per 
month in case of package on 
Runway and Taxiway – Phase 
1A and 1B 

b. Rates for direct costs provided 
by contractor verified by 
procurement team 

c. Spare parts consumption quoted 
@ 15% of hire charges in case of 
package on Runway and 
Taxiway – Phase 1A and 1B  

d. Wastage rates fixed at 5%, 7%, 
1.5% and 2.8% for aggregate, 
sand, cement and mix design 
respectively in case of package 
on Runway and Taxiway – 
Phase 1A and 1B  

e. Escalation fixed @ 1.5% of 
direct costs. Materials procured 
jointly by L&T and DIAL  

f. Contingencies fixed @ 3% of 
direct costs in case of package 
on Runway and Taxiway – 
Phase 1A and 1B. L&T fees 
(17.7% of 20.2%) includes risk 
premium. 

a. Please explain the basis for the 
depreciation rate and indicate results 
of corresponding benchmarking 
exercise, if any 

b. Please explain benchmarking done to 
verify direct costs quoted by 
contractor 

c. Please explain rationale for arriving 
at the observed spare parts 
consumption rate and indicate results 
of benchmarking exercise, if any 

d. Please explain rationale for arriving 
at the observed wastage rates and 
indicate results of benchmarking 
exercise, if any 

e. Please explain basis for escalation on 
direct costs  

f. Please explain rationale for arriving 
at the contingency rate 

C. Execution   

11  Increase in design 
costs 

a. Initial designing cost as per 
Notes to Schedule 1 of L&T 
agreement capped at INR 133.1 
cr.  Negotiated cost for 
designing between DIAL and 
L&T is INR 286 cr. 

b. L&T had estimated an overall 
requirement of 3,000 man 
months for design of the project.  
However, actual man months 
increased to 11,188. 

a. Please indicate the provision in the 
L&T contract which allows payment 
of designing costs higher than the 
capped amount 

b. Please provide rationalized approach 
for determining the man months 
required for calculating scheduled 
and actual man months for different 
components of airport design.  

c. Please provide the basis for 
additional payment of INR 153 cr 
made to L&T. 
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S 
No 

Issue Observations Query 

12  Review of costs 
and designs 

Review of sample PMC report does 
not indicate analysis of cost increases 
and design optimization 

Please provide copies of the contract and 
the specific scope of work of the PMC. 

13  Runway 10-28 - 
Capitalization of 
expenses incurred 
on its 
rehabilitation 

a. As per response received from 
DIAL on 7 June 2010,  
rehabilitation was necessitated 
since runway PCN had reduced 
from 106 to 99 

b. Life of asset has been increased 
to 20 years as per submission of 
DIAL hence AS 10 is applicable 

a. Please indicate the new PCN of the 
runway 10-28 post rehabilitation 

b. Please indicate the leftover life of 
runway 10-28 (in years) as on date 
when PCN was 99 before 
rehabilitation. 

 

14  ATC Tower costs a. As per letter from MoCA to AAI 
dated 19 January 2010, DIAL 
would bear the cost of shifting of 
ATC tower and its associated 
facilities at an approximate cost 
of R 350 cr. 

b. Timeline for 
construction/commissioning has 
not been mentioned 

a. Please indicate the expected start 
date and end date for construction of 
the ATC Tower. 

b. Please share letter from AAI/MoCA 
confirming 
construction/commissioning 
schedule. 

15  Funds given to 
Delhi Metro 

a. Funds contributed by DIAL shall 
be classified as “Aero Assets” 
As per letter from MoCA to 
DIAL dated 1 November 2007 

b. DIAL would contribute by way 
of any instrument except in the 
form of equity or in the form of 
debt. It would have exclusive 
commercial development rights 
within the airport boundary 
including the Metro Station. 

c. There is a risk that any entity 
developing an infrastructure that 
is connected with IGIA (eg an 
approach road/ flyover to IGIA) 
may ask for similar grants from 
DIAL.  

 

a. Please list steps taken to lower the 
funds required to be contributed by 
DIAL. Please share relevant 
correspondence. 

b. Please list specific steps taken to 
negotiate for terms that enable 
recovery of the funds contributed. 
(Eg. Revenue share with DMRC).  
Please share relevant correspondence 

c. Please list specific steps taken to 
prevent similar demands for grants 
from other infrastructure providers in 
future. 

 

D. Monitoring   
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S 
No 

Issue Observations Query 

16  MIS No evidence in PMC reports of 
tracking of actual procurement costs 
of materials vs estimated costs as per 
master plan/financial closure 
submissions. 

 

Please list specific steps taken to monitor 
procurement costs and to take appropriate 
corrective actions. 

17  Communication 
From DIAL 
regarding increase 
in project cost to 
AAI 

a. In letter dated 18 January 2008 
to AAI, DIAL submitted details 
of increase in estimated project 
cost from INR 3,287 cr to INR 
8,975 cr. 

b. In letter dated 14 January 2009 
to AAI, DIAL indicates an 
increase in project to around 
INR10,500 cr. 

Please list specific steps taken to obtain 
approval from the DIAL Board for 
increase in project costs before award of 
CWP/SCP packages 

Please provide summary details of all 
communication with DIAL Board, AAI, 
Independent Engineer and PMC 
regarding review of costs on periodic 
basis including dates, observations made 
by each party, corrective measures taken 
in light of such observations. 

E. Design and Execution (Ref: Report on project cost submitted by DIAL in March 2010) 

18  Floor Area 
Differences 
(Annex B1) 

Floor area of PTB, Piers and Nodes 
has increased from 4,70,178 sq m to 
5,53,887 sq m.  According to DIAL, 
increase in area happened due to the 
additional demand posed by 
stakeholders (Airlines). 

Please provide minutes of 
meeting/documentary evidence for such 
demand. 

19  Reinforcement 
Steel (Annex B5) 

Increase in floor area of PTB and 
Piers is approximately 18%.  
However, the increase in 
reinforcement steel is 97%. 

Reinforcement steel provided is 1,16,847 
MT against 59,203 MT proposed as per 
original estimates.  Please provide 
detailed rationale for increase in quantity. 

20  Façade (Annex 
B6) 

Increase in floor area of PTB and 
Piers is approximately 18%.  
However the increase in façade is 
152% 

Please provide detailed rationale for 
major design change in the structure 
resulting an increase of 1,03,000 sq. m. of 
façade area. 

21  Basis of unit rate 
of concrete 
(Annex B10) 

In the basis of unit rate of concrete, 
following rates are considered. 

a. Plant & Machinery, small tool & 
tackles – R 1290.15 

b. Indirect Costs & Margins – R 
886.00 

Please provide detailed calculations for 
arriving at R 1290.15 and the rationale 
behind “Indirect costs & margins”. 
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S 
No 

Issue Observations Query 

22  Storm-water 
drainage design 
(Annex B12) 

 

As per original estimates, it was 
designed for a flow of 3,500 cusec, 
however, the final design was done 
on the flow of 7,000 cusec. 

Please provide the rationale and approach 
at initial design stage and final 
implementation stage which has resulted 
an increase of cost from INR 126 cr to 
INR 252 cr. 

23  Increase in Apron 
Area (Annex B13)  

Apron area implemented is 947,000 
sqm against 700,755 sqm planned 
originally. 

Please provide the basis for the change in 
Apron area and the corresponding 
approval from DIAL Board. 

24  Roads & Cross 
Drainage scope 
increase (Annex 
B14) 

An increase in cost for Roads & 
Cross Drainage from R 13.5 Crore to 
58.3 crore 

Please provide details of estimated and 
actual expenditure. 

25  Rehabilitation 
works of 10 - 28 
Runway 

An expenditure of R 27 Crore is 
already accounted for rehabilitation 
of Runway 10-28. 

Please provide details of expenditure 
incurred so far and details of bidding 
procedure used for awarding this work to 
the contractor. 

26  Site overheads of 
L&T 

L&T claimed 6% of overheads for 
Runway & Taxiway on direct cost of 
works which is further varying from 
one CWP package to the other 
depending upon the magnitude of 
works. 

Please provide details of expenditure 
actually incurred towards overheads and 
the procedure of verification/certification 
of the same by DIAL. 

27  Structural Steel for 
Roof of PTB 

An increase in cost of material for 
structural steel from R 70,000 per MT 
to R 1,30,000 per MT resulting an 
increase in cost by R 84 Crore. 

Please provide details of procurement of 
structural steel along with fabrication and 
erection cost. 

 

*** 
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Review of DIAL’s Final Project Cost Estimate 

Checklist 4 

Note:  Please submit all financial data duly certified by DIAL’s statutory auditor.  For the rest 
please provide a covering letter from the CEO/ MD of DIAL certifying that the information/ 

data provided to AERA, AAI, EIL and KPMG is true, fair, complete and without any 
omissions. 

 

S 
No 

Issue Observations Query 

1  Contingency 
in initial cost 
estimate 

Contingencies equaling 10% of the 
hard cost were included in the initial 
estimate of R 8,975 cr. 

a. Please explain rationale for arriving at 
the contingency rate of 10%.   

b. Please provide a detailed break up of the 
contingency rate of 10%. 

2  Contingency 
in Contractor 
Work Portion 
Packages 

Contingencies equaling 3% of direct 
costs have been included in 
individual CWP packages. 

For instance, contingencies of 3% 
were included in case of package on 
Runway and Taxiway – Phase 1A 
and 1B.  

a. Please explain rationale for arriving at 
the contingency rate of 3%.  

b. Please provide a detailed break up of the 
contingency rate of 3% 

3  Contingencies 
in Project 

Contingencies of R 100 cr have been 
included in the cost estimate of R 
12,718 cr. 

a. Please explain rationale for arriving at 
the contingency cost of R 100 cr. 

b. Please provide a detailed break up of the 
contingency cost of R 100 cr. 

 

*** 
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Review of DIAL’s Final Project Cost Estimate 

Checklist 5 (Version dated 29 Jun 2010) 

Note:  Please submit all financial data duly certified by DIAL’s statutory auditor.  For the rest 
please provide a covering letter from the CEO/ MD of DIAL certifying that the information/ 

data provided to AERA, AAI, EIL and KPMG is true, fair, complete and without any 
omissions. 

 

S 
No 

Issue Observations Query 

1  Steel Steel price reported by DIAL in 
reporting price variance (Section 9b 
of project cost report) is R 43,143 per 
MT.  The initial price estimate was R 
27,000 per MT.   

Weighted average cost for Steel as 
per Annexure C of DIAL’s project 
cost report works out to R 36,661 per 
MT. 

a. Please explain the difference in the two 
rates used for steel (R 36,661/MT and R 
43,137/MT). 

b. Please provide details of the suppliers 
to whom this differential rate was paid 
(name, month of payment, quantity, 
price, amount paid, reason for higher 
rate etc). 

c. Please provide details of the 
procurement process for selecting the 
said suppliers. 

2  Structural 
steel for 
roofing 

Price of structural steel price for 
roofing nearly doubled from R 
70,000/MT to R 130,000/MT 
(Section 9b of project cost report). 

Please provide details of procurement of 
structural steel (name of suppliers, quantity 
ordered, order price etc) on a monthly basis. 

3  Glass 
cladding 
for façade 

Glass price for façade more than 
doubled from R 9325/sqm to R 
20,000/sqm (Section 9b of project 
cost report).  

Please provide details of procurement of 
glass cladding (name of suppliers, quantity 
ordered, order price etc) on a monthly basis. 

4  Terminal – 
Material 
cost (SCP 
portion) 

Material content of 50% (of the total 
cost) and a 30% price escalation in 
the same has been indicated (Section 
9b of project cost report).  Total 
escalation is shown as R 225 cr.  

a. Please provide backup data (package 
description, package cost, quantity and 
price of materials) used for arriving at 
material content percentage of 50%. 

b. Please provide backup data used for 
arriving at material price escalation of 
30%. 
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S 
No 

Issue Observations Query 

5  Airside –
Material 
cost (SCP 
Portion) 

Material content of 50% (of the total 
cost) and a 30% price escalation in 
the same has been indicated (Section 
9b of project cost report). Total 
escalation is shown as R 48 cr. 

a. Please provide backup data (package 
description, package cost, quantity and 
price of materials) used for arriving at 
material content percentage of 50%. 

b. Please provide backup data used for 
arriving at material price escalation of 
30%. 

6  Existing 
terminals 

_ Please provide details of the capacity (in 
MPPA) and floor area (in sqm) for 
Terminals 1A, 1C, 1D and 2. 

7  Fuel farm, 
Car Park 
and IT 

Fuel Farm, Car park and IT systems 
are to be developed by 
concessionaires other than DIAL.  

Please provide the cost for development of 
each asset – Fuel Farm, Car park and IT 
systems – as included in the initial project 
cost estimate of R 8,975 cr. 

8  Communic
ation 

As per clause 10.1 of OMDA, DIAL 
is required to regularly submit 
quarterly financial accounts, annual 
budget and latest updates of the 
business plan to AAI. 

Please provide copies of the quarterly 
financial statements, annual budget and 
updated business plans submitted to AAI 

 

*** 
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Review of DIAL’s Final Project Cost Estimate 

Checklist 6 (Version dated 04 July 2010) 

Note:  Please submit all financial data duly certified by DIAL’s statutory auditor.  For the rest 
please provide a covering letter from the CEO/ MD of DIAL certifying that the information/ 

data provided to AERA, AAI, EIL and KPMG is true, fair, complete and without any 
omissions. 

 

S 
No 

Issue Observations Query 

1  Floor area 
of T3 
(553,887 
sqm) 

Information provided – T3 Area 

a. As per Major Development Plan (MDP) dated 
December 2006, floor area for T3 was estimated as 
451,644 sqm. 

b. As per DIAL’s letter to AAI (dated 18 Jan 2008) 
the floor area had to be enhanced to 500,000 sqm 
to handle a capacity of 37 mppa. The 
corresponding project cost was R 8975 cr.  Using 
DIAL’s estimates as above, the floor area for a 
terminal with capacity of 34 mppa should be 
approx 460,000 sqm. 

c. As per DIAL’s project cost report (dated March 
2010), floor area has increased from 470,178 sqm 
(mentioned in project cost report as initial floor 
area in the Master Plan) to 553,887 sqm.  The 
corresponding capacity is stated as 34 mppa.   

Rationale for Increase 

d. As per DIAL’s response to Checklist 3 (dated 09 
June 2010), the increase in T3 floor area is 
attributed to  

i. increase in plant room area, and 

ii. stakeholder requirements for additional space.   

The breakup of the incremental area due to these 
reasons has not been provided. 

e. The only evidence of stakeholders’ demands for 
additional space is the communication between 
FRRO and DIAL.  The floor area involved is 
approx 100 sqm. 100 sqm is a small fraction of the 
total area increase of 83,709 sqm (553,887 sqm 
less 470,178 sqm). 

PHP Benchmarking 

f. Considering the T3 floor area as 553,887 sqm (as 

 

a. Please provide rationale 
for using a different 
value of the floor area 
of T3 (as per the Master 
Plan).  The floor area 
(as per MDP) is 
451,644 sqm. whereas 
DIAL, in its Project 
Cost report mentions a 
figure of and 470,178 
sqm. 

b. Please provide rationale 
for increase in terminal 
size (from 500,000 sqm 
to 553,887 sqm) while 
decreasing passenger 
capacity of terminal 
(from 37 mppa to 34 
mppa) 

c. Please provide breakup 
of incremental floor 
area, the reasons 
thereof, the supporting 
letters from 
stakeholders and the 
necessary approvals 
taken from competent 
authority by DIAL. The 
response may be 
provided as per the 
format given in Annex 
1. 

d. Please explain why 
425,250 sqm should 
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per DIAL’s Project cost report) and Peak Hour 
Passenger (PHP) volume at T3 as 9,450 (as per 
Jacobs Consultancy benchmarking report), the 
floor area per PHP works out to 59 sqm.   

g. The average floor area per PHP of other airports 
quoted in the benchmarking report - LHR, PEK, 
BKK and MAD - works out to 45 sqm. We have 
not considered KUL since its data is over 12 years 
old.   

h. As per Jacobs Consultancy report (page 34) the 
IATA standard for floor area per PHP is 45 sqm at 
the Level of Service (LoS) ‘C’.  Considering the 
IATA figure, average of benchmark airports and 
the PHP volume for T3, the optimal floor area for 
T3 should have been 425,250 sqm. 

not be treated as the 
optimal floor area of T3 
to handle 34 mppa.   

2  Shifting of 
Airport 
Services 
Building 
(ASB) 
outside T3 

a. Master Plan included ASB in the Terminal Area.  

b. As per DIAL’s Project Cost report (dated March 
2010), a separate building with a floor area of 
4,400 sqm has been constructed as the ASB. 

Please provide the 
corresponding reduction in 
floor area and cost of T3 
due to the shifting of ASB 
out of T3. 
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Airports Authority of India

Review of DIAL’s final project cost estimate – Final Report
15 October 2010

Annex 7: Information checklists submitted to AAI 

 

Review of DIAL’s Final Project Cost Estimate 

Checklist 1: Information required from AAI 

 

Please provide the following documents/ data: 

1. Copies of written communication between AAI and DIAL relating to project costs. 

2. Copy of comments given by Independent Engineer on the basis of Design Basis report and 
Scheme Design report for different facilities. 

3. Copies of agreement/correspondence between AAI and DIAL related to treatment of ATC tower 
and associated facilities as part of DIAL’s project cost. 

4. Copies of actions suggested by AAI to restrict the cost overrun. 

5. Copies of communication between AAI and DIAL relating to change in specifications of the 
project. 

6. Copies of communication between AAI and DIAL relating to ceiling for project cost. 

7. Copies of the written communication from Delhi Government to AAI/ MoCA and MoCA/AAI to 
DIAL regarding payment of INR 350 cr by DIAL to DMRC for rail metro connectivity  

8. Copies of monthly/quarterly progress reports submitted by EIL to AAI on the project. 

9. Copies of written communication from AAI to MoCA with regard to project cost escalations, if 
any. 

 

*** 
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>lR~~ :mfuCf){Vr
/ b"tC} '-' AIRPORTS AUTHORITY OF INDIA 

I , 

No.AAIIAAIIMC/O IAL-06!DF/20 10-1,1;::/ ~:,. - 1711t January 2011 

~~t .t\,;~~ 

~. 

Sir, 

, " Kindly refer 10 our letter of even number dated , 11III November 20 10 on the 
subject matter. As desired, the reasons for AA[.lo include of actualconstructed area of '1' ­
:> ,for the Project Cost are given hereunder. . 

2, The views of AAI were based on the final Report for "Technical Audit of DIAL's 
final, Project Cost Estimates' dated 31s1 August 2010 [Report] submitted by Engineers 
India Limited, the Technical Auditors [TA'l .appointed by AAL As per this Report, the 
esumatedarea ai the time of Financial Closure was 470 179m2

. Whereas actual area 
constructed ,by CJIAL is 553-887rn2

. The,difference in area i s '8370 81~12 . A table' given I!' 

Annexure depicts the c1etaill;'of 0 001' area. at 111C; time of Financial Closure. actual area 
, corlStrLlc(cd by Dl Alc.andtherecommeudations oftA. ',; ' " 

. ' ..: \ ,~ . • ..,. ' ' . ,~ J') 

: '",3. Out of the area of 553887m-constrllcted by. DIAL, TA has accepted 54J321m­
(which is ,98%) and I1Q( acce pted JQ5QPrnJ. (which ,is2%) in their report. The area ol 
I0566m2 not accepted by T;\ is meant for the followi ng purpo ses. ' ' 

(a) R652m£ is for U'lC food court and retai! area at.Cll' , Office andHotel level , ~I --==-~= 

(b) 191'4n? in the mezzanine Il';'vel is meant for plant rooms, DIAL BHS control 
. roorn, Transfer area for passengers and stores, 

4. In !thciJ repo rt in respect of 3(a) .above, TAh<:\ $ mentioned that additional 
requirement of food court and reta il areas ~ t CIP, Office and Hotel level are not accepted 
\\> ith(\l1 '- S P ('c ji'y i nf~ ~ltly r..· .I S OIJ~ Fur ther. in respect of (b) above, the .rep<il'l mentions thaI 
i11,Cri;:HSe inarea due to incorporation of level S in baggage handl ing system and prov is ion 
of additionalarea at Mezza nine floor for customs as acceptable but without sped fying 
any reasons [01' not accepting (he additional arca of 1914m2

' , ' , 

! ' 

(} }
 

'li iH I : 9 1 ,: ·i ~246.i)9iO- - - " 
Fax ' 9 1, j j ,24H32090 



    
 

                 
                
  

	                
           

                
             

            
  

         

  

 
  

    
  



 

              
   

   
   
  

 
  

   

  
 

   
  

 

 
  
  

 

 
 

   
  

      

   
   

       

     
 

   
 

  
  
   

 
   

 
      

    
 

      
 

   
 

      

    
    

       

         
    

  
 



.t;. C' I") _ 
v :..-.' A_ . 

F. No. AERA/zOOll/DJAL-DF/z()Q9-10/Vol.lU / I~; $ if! I ~ ~t./t r(C
J 

Airports Economic Regulatory Authority of India 
* ·X··IH..X· 

Al:<:HA Building,
 
Administrative Complex,
 

Safdarjung Airport,
 
New Delhl-r ro 003.
 

Dated the 14th March, ao i i, 
To, 

Shrt S. C. Chhatwal, . ;;~~ 
Member- (Eiriarice) ,r;
 
Airports Authovi of India,
 
Rajiv Gandhi 81 awan,
 
New Delhi.
 

( \ 

Subject; Review of levy of DF at IGI Airport, New Delhi - Audit of 
Project Cost: - reg. 

Sir, 

1 am directed to refer to AM's letter No. AAl/MC/DIAL-06/DF'j201O-U/613 
dated 11.11.2010 and other correspondence resting on the above subject and to say 
that: Ministry of Civil Aviation vide letter No. AV.2401l/014/2006-AD dated 
8':3.20n has in respect of the new ATC tower and associated facilities proposed at 
TGI Airport, stated as under: 

(i)	 Shifting of ATe tower and other associated facilities is incidental to 
the overall master plan of the airportand is coming in the way of new 
terminal T4 to be constructed in future. 

Oi)	 AM has communicated that construction of the new ATe tower, 
Technical Block and associated ATe systems including the met 
facilities would cost around Rs, 350 crores, 

(iii)	 Keeping in view the provisions of the CNS-ATM agreement signed 
between UIALand AAI, the Ministry had decided vide letter F.No. 
AV.200 ~36/017/2008 ~AD 19 .1.2010 that DIAL would bear the cost of 
shifting of the ATC tower and its all associated facilities at approx . cost 
of Rs. 350 crores by treating it as a part of the overall project cost 
Ministry had also decid ed that AAI would submit the detailed plan 
and the actual cost estimates would be worked out by DIAL in 
consultation with AAI. 

In view of the above, Ministry has suggested that this Authority will need to 
carry out its own due diligence about the total cost of Rs. 350 crores for 
shifting of ATC tower and Technical Block proj ected by DIAL. 

Cont... 



	               

	           
           

             
        

	              
            

   

             
  

	               
            

            
       

	            
            

      

	            
       

  

   
  
  

 	   

	          
 
   
 

	       
 
     
 

 
 



,	 , IiY)Yl~)(UJ( e _~=-17fff 
, .	 ~- ' rom' ' ,

"~~ '·}lTffith~al··c-···im - '-_.,.- ~-I" '+11 'C;Sll '4, liA q~-., . , , 
''''---.	 ,', 

AIRPORTS AUTHORITY OF INDIA t " ~ 
:Jw<tfttr fl'r'n'NtR Jll!il<f,1:"( l\~ gV(~~~./ 

~<i~\~\\\ 

AAIIDIALl20 I01	 23"1 March, 20 II 

Sir, 

Reference is n')a~c to yourIeuer N'Ci, AEI{A72011/DIAL-DFI2009-101V0UII 
dated 14lrh March, 20 II, The Iollowing.commentsare.offered :­

'l-, ,	 , ' 
i) Master Plan f006 ofIGIAil'port,approvcd by MOCA, provides for relocation of 

the existing ATC tower to a more centiic location, southwest of the-existing tower 
, in land parcel 40, 'The hew ATC toy.;er height, for safety of operations, would 

have a clearIine of sight of all movement area of the aJrfie'\d and cater to the 
additional 'working positions-and personnel 'to b~ deployed for multiple Rwy 
operations" ' " ' , 

< ' ii)	 The existing ATe COl1tro \ towel' was' constructed j'n .'1994: ancl was made 
operational, in' Ian. -1999, Afthat'ttimc, IGI 'Airport .had approx . .265 daily 
movements Trom runways J0/28' and 09/27 was primarily used forTaxiing. 
Domestic aircraft-operated (rom' Apron-I' 'CfcJ+uln('l1 1);\YhileJhe international . 
operationswere handled front A pron-Z (Term inal 2), Thus the entire operational 
area was towards north of the .existirrg tower. Commensurate with the total 
number of movements and, the' layout of movement areas, onfy one Tower ' 
.Controller, one Surface movemeni, controller and orie Assistant (T'otaL 2 ATe 
positions with one Ass.i stant position) alongwith one Met official and Met.. 
equipment were required to control the entire traffic. Beq-\us'e of the fewer. 
operating personnel the noise 1'6vels In the tower were also minrmal 'and the 
controllers were able 'to perform their task of air traffic; control and surfacc . 
movement in all efficient Jil.illll1er. 

iii)	 Subscquen;ly: when the traffic !oac! has increased, Rwy.09/27 and I0/28 were put 
into usc for take off and landing by implementing a new taxiway in between tltc 
runways. This has necessitated additional deployment of manpower in control 
tower to man the additional positions, 

Contd .. .2/­

'1~>N1 : 91,11 ~24632990 
.' f'3X .91-11·'246329(lO 



 

 

	               
             

             
              

             
              

            
           

              
            
         

 

	             
           

           
             
                

           
          

               
               

              
        

            
          

           
           

             
               

  

	            
               

             
            
            

              
            
      

 

  
 



 

 

 

             
             

         
            

          
          
          

           

              
            
            

               
 

            
             
             

     

          

   

   

 
 



ATlYl Q, ,~UI7I::_~ 
~ \? ­

I';; , · ' , .<+il<ct1;Q fq il1 +lqB:D1l~Cf) .{ 0 j"'-' 
AIRPORTS AUTHORITY OF I~ DIA.', I ~,
 

...({I'\\qfil'1T~Il~
 
" , \ r

l { (,'L I~".'JJ/ " No.AAIIDIAU2011 3pt Man::h, 2011 , " " " , ~-- --'~;Sl~'~ " 
~ • 1 '.:.r • . \ • 

, 't: 

The Chairman . 
Airports ECoriO /lliC Regulcl't ,O ry Authority of irrtJia ' ",'~?~/ ' }~E~A BUiidin~ " ' ' ,"
 

''' Safdarjung Airport . ' ~,. '
 

~eWD~lhl -110'003 ; ,- ' , , '"
 ~, E 
~/~..:~~ '~ ...- .. ' 

'. . .' ~"l... , . : f ' . : : . . , . ' ~"7_. ' . 

, f {~ihd Attn : Shri Sandeep Prakasfl, Secretary, 'AERAl " ~ Glt4 (JWJ)) , 
I - , • • ~ ~_ >.' . ~ .-------

~J~ IllJ,:kf
Sub: Reyiew ofle'li_ofDF at IGIAftR0,rtr.Audit oL.QrQlg,~ cQ,'it,- reg' 

, .; _, , ~. ... I . . . \ ,"" . 
- " W 

~S j r ; . 
... ' . 31{1;IJ' 

i > , .. ' , Further ,t ~ a ~ r le'tter',of even-number dated 23(0,M ~rCh, 2011 .• it is 
clarified as under : < ' " 

, ' .- ' , J;w.. '" . • 

', . ~ . ~ f~ i yV!;lile sh i ~ti n g of Arc Tower yvas ~'nv i sa g ~d earlierIn m e' oveMJI t 

I\'la.s~er PIa:~l ,' .as ' it ' was GPlYling In' the way. of "rieW H )ITninal-4 "0 , 17> € 
constructed Iii ~f u tu re, however, in ' view of thedetalled reasons ,giVen in 
OUi' letter- dated "23r<j' Ma rch, 2011 'stat ed above .dele' to ,ope:,~ational ' 

" ',1,v' , r e'(q LW~r.ne n ts , : i .tl ,has b~,c601 e a,h Irnrned iate re'quj.r el1l ~nt ,and :ca rjp ot be ,
 
, " linked wiqi tl')~' prbg(amme of Termin,al-4,. . ',' "
 

" ~ , ," 

, Further, it is also clarlfted that the costestimate fOT ATe Towerhas 
' bee,n:wor~'d o'Ut'by"DiAL in con sHIt at i0 11' w rt h AAI;.W~il~ 'th'~Y have 'Work~d 
out the costestirnates of civil works. the cost estlrnatefor'equlprnents has' 
been 'g iven by AAI: ' , 

~ . .' , ; 

- -t_, .. 
" 

" Yours' falthfully , 
~ , "!..; . 1 

;Q " \ \,}" ' , ~~~L~ 
Cr~ ',l.Y:;:,;:;.-<" - , 

[%C1.1~Hr-\rwxu 
Memberl Fjl:1a nee) 

., . " ! 

0(10 )(, 17, 
, . 

,'-~',-« ;h'I ~IJr 'i'T"~ -' W!;1['{':'P" t'<ll* .iii'i~- ;~ ~~r: "i 'i oooj'- -~<'{ 1 1 1 '{"; 'i4~J29$O ~' , !fl ~ {l ; 9 1, i 1. 24 6~ 299P 
Riljiv ,Gandhi Bh';W l1 l1 Sa f(larj y ng Ai rpo rt , New Oe lh i· 11Op 0 3 ~ lione ' 21;(;~~, 9 t O ' F /IX ' . $l 1 · 1 1 , 2 /1 6~29 <)P , 



A/\IN ex uZE.. .- X-
<>

DCLLJI I INOIRAGAIIOHI 
1;. .'1 ltnr:RllA1IONAlAIRPORT 

IlCBiSIPre(1olfiu!: New 1I(la<\1\Bhawan. Delhi Intern ational Airport (p)Limited
 
Terminal :\. oou AI ~ lo mp " ~:< .
 

loternalionrll T~lm i na 1 .IGI Airport, 
New Delhi \100:\7. India 
T ,91 n 41197000 

r . 91 II 47197Wl 
W wVNi,newdelflia iqJon ,in 

~L/201O -1 J/Fin-Acc/220 3 
The Chairperson
 
Airports Economic Regulatory Authorityof India
 
AERA Building, Administrative Complex
 
Safdarjung Airport
 9~New Delhi - 110003 r?1'! ~ll ..... 

Dear Sir, ~ ..£~j 
..~ ~:»)Subjectt Levy of Development Fee at IGI Airport 
~-:O:' IJ~jl 

n' •• •• I' 1 "'-~'_~~n~'~I':_'
I his 1$ III cont inuat ion of our ear ier letter dated Marc 1 31 sl , 2010 on we a orementlOl1ed 
subject. We had submitted to AERA, th e final Project Cost and further requested for approval of 
the gap in the means of finance throu gh extension of the levy of Development fee to bridge the 
gap. In this respect, we would like to bring to your kind notice that we have again deliberated 
other options to bridge the aforesaid gap in the means of finance of Rs, 1,79:5 Crores, The 
options explored and their position is as under: 

Funding front Debt 
DIAL had appointed Iercr Bank (lead arra nger) for appraising th e business plan of DIAL in the 
year 2007. The same year, DIAL successfully concluded its financial closure (FC) with the 
combination of Rupee and Foreign Currency lenders. At the time of Fe, the debt level of Rs. 
5,200 Crores to fund the project was considered a fully leveraged position. The debt currently 
comprises of Indian Rupee Debt of Rs. 3650 Cl'Ol'CS and Foreign Currency Debt of USD 350 
million. In April 2010, we had sought the view of ICICIBank on possibility of raising further IJ 

debt to fund the cash shortfall of Rs, 1654 crores. ICl eI, vide their lett er dated April 29, 2010 
(copy of the same was then furnished to AGRA) had indicated lack of debt serviceability and 
suggested exploring alterna te sources. Vide Our letter dat ed .July 20, 2010, we had advised 
AERA the increase in funding gap due to .addition of security equipment in project cost and 
requested for ADF to Rs. 1793 crores. We had recently approached IClCf Bank again to review 
the status considering, inter alia, the successful commissioning of the 1':3 project. ICIer Bank 
have re.. iterated their earlier stand that any additional debt will lead to debt serviceability issues 
and DIAL may explore other sources of funds to bridge the funding gap of RB. 1793 crores, The 
letter from ICICr Bunk is self-explanatory and the same is att ached for your-kind reference. 

Funding from Equity 
We also explored the possibility of infusing additional equity capital. You are aware that 
shareholders have more than dou bled the equity capital from Rs. 1200 crores to Rs. 2450 crores 
to fun d the increase in project cost. Airports Authority or India (MI), our PPP partner and a 
major shareholder has , vide its lett er dated Jan uary 12.111 2 () 1l, expressed the view thai they 
cannot make any. further equity commitment to DIAL at this stage. Therefore it is also not 
possible 10 raise further equity capital at this stage. 

nOOC K- iS
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~, ~ r; (. f-~ INlEllNllliONAl JlJrlllOIlT
 R 
Delhi mternatlouat Airport (P)Umited 

Ilegisle'ed office: NewUdila0Bhawiln,
 
Terminal3. opp. ATS Complex,
 
Inlernalio0al Terminal, iGI Airport.
 
New Dellii !l0037, India
 
T .911J 47197000
 

F +9tH 47t97l!l1
D~l/r=IN"ACC/2010.11/2222 
W www.newdethiairoon.i»

,Ahe Chairperson, 

Airports Economic Regulatory Authority of lndla January 14, 2011 

AERA BUilding, Administrative Complex 5:r:u) (f-y'cl1~~J
Safdarjung Alrpo rt 

....~~.~_.----............. ­
New Delhi - 110003 

Dear Sir, 

This is In continuation of our earlier letter dated January 13th 2011 wherein we had appralsed you on the 

( options explored by us In raising funds from other sources viz. additional debt and equity capital. 

The details of Delhi International Airport Pvt ltd (DIAL) debt and equity capital are as under: 

\-~" '-'~rt10fui:iIctf-~~mjUh:tfR$~\dtpr~~' 
I EqlJlty Capital - 1:200 

1
2~~! ~pplication Money -- -ri:'25o 

. Equity Share Capital 2,450 
r oo I 
r'-'- '- - .' . 
I Rupee Term Loan 3,650 i ...........- _-_.-. - -- .----.- -" ..""._._ -- -- _..·..· · 1
~

I Foreign Currency loan 1,61.6
Ll°'tal Debt -----=~~J--------- ---. 5,266 J 

l.. D~-bt-Eqlllty~tJ~ __.. j . .-3~uJ 

The shareholders of DIAL i.e, GM~ Infrastructure ltd, GM~ Energy ltd, GMR Airport Holding Company 

(formerly GVl Investment Ltd), Airports Authority of Indin, Fraport AG and Malaysian Airport Holding 

serhard are bound by the terms and conditions of the 'Shareholders Agreement', This agreement 

stlpulates the manner in which further equity shall be raised. 

The Shareholders Agreement defines Trigger Debt Equity Ratio to mean Debt to Equity Ratio of atleast 2 

(two) to one. Clause no, 3,3.1 of the said agreement states as under: 

".... i! The Trigger Debt Equity Ratio is not maintained, the JVCsholl !lQLI$2.Y.f...Q.QYJL~$.iL[:g~ldi1Y.~tJ.QLfL~ (///such 

time as the Trigger Deb! Equity Ratio is in place. Towards the end, the Private Participants ('!YJ.llP0 dilutil1J1 

AAI( olongwith AAI Nominees) equity shareholding) hereby covenant and agree to infuse funds in such form 

and quantity as mav be necessotv to ensure that Trigger Debt Equity Rallo is mointoineo immediately prior 

to the time of onv fresh issue of EqUity Shares ..,.." 

000 1~ 2 0 



 


 
  
 
  
 

     

                    

                    

                 

                  

                   

                 

               

              

               

   

                

                     

  

  

      

  

   

    

               


 

                    



AN ~ ~xu R.£. - Xli -- ,-- \ )\ ,iii)	 ~' &'(A/(:~.~ · ' . '..- ­r 
n, I~· 1.1 i lIlomn GnNI>HI_ 
U \ R! INHRNllllONlllnmpORl	 ~(, cJJ-R,.~tiU.... / .(r-.o;;w..{, ~,~ ~.~------~-

Deihl International Airport {PlLllllited .t-, .of '" .	 Registered ofljre : NewUdaanOlldWJII. 

Terminal 3. 000. II rs (om!'/M. 
uuernatlonal Terminal. l(il AirpOfi . 

Letter No. DIAL/2010-11/Fin-Acc/ 27 98 New Delhi 110037.India 
r +91 11 47197000 
F -9111 471 971 81The Secretary, 
W www.newde."i airpon.in 

Airp ort s Eco nom ic Regu la tory Authority of Ind ia 
AERA Building, Admini strative Complex 
Safdarj a.ng Airport 
New Delhi - 110003 Mar ch 25, 20 11 

Dear Sir, 

Review of levy of DF at IGI Airport, New Delhi - Audit of Project Cost 

Please refer to your letter Ref: F. No. AERA/200 11 / DIAL-D F/2009-IO /VOLI1l dated March 
14, 20] 1 on th e a bove s u bjec t. We request you to please re fer to our le tt er da ted .Jan u ary ~n , 

20 10 wh erein we had furn ished to AERA (pursuan t to order no 01/2009-] 0 of A EI~A l d e tails : 

of the .review of th e bidding process in respect of th~ hos.pit al i ~y d istr ict. ~ C~ l~Y..~>.:U!~~_ .~!:Ld I'y} 
letter IS enclosed for your ready re fere nce . As advised 111 this cornmumcauo n , DIAL had 
follow ed a rigorou s , transparent and aggressively marketed p rocess, both for rou nd 1 and 
round 2 of mone tization o f Ph ase I of the h os pi tal ity d is tri ct aggre ga t ing 4 5 .08 acres . Th e 
Board of Directors of DIAL had a pproved th e all otments of pa rcels of both s tages an d had 
ensu red value m aximizatio n an d we ca n confirm tha t th e observa tio ns made by the Min istry 
vide the ir letter dated Fc b ruary 9, 2 009 were a ppro pr ia te ly co nsidered wh ile reviewing the 
bidding proces s of the hos pital ity di stric t . 

W e res p o n d in 1110re d e t ail to t hese observa t io ns as fo llows : 

"(a) The license fee amount/bidding amount is significantly low. and (b)The bid 
submission period coincided with the Mumbai terrorist attaclc of 26.11.2008 in which 
two leading hotel chains uiz., Taj and Oberoi were affected. These two leading hotel 
chains and lTC, another hospitality group, did not participate in the bidding 
process. " 

The round I of th e bidding process was cori suained by the 26 / II te rrorist attack a nd a ls o 
th e global fin ancial meltdown . Despite th ese co nst rain s, given the ex te nsive pre-bid 
marketi ng, a h ealthy num ber of 58 bids were received. Multiple round s of negotia tions wer e 
under taken wit h a ll th e	 serious bidders . Th e bidders were asked to improve th eir offer 
beyo nd the hi gh est quoted annual License Fee for each particul ar As set Area . Using thi s 
process, DIAL s ucceeded in getting increases in the Annual License Fee of 19% to 115% of 
th e one previou s ly h igh est quoted figure with an av erage increa se of 46 .68% Further , th e 
130md al so n oted that even thou gh maj or Indian player s di d not part ic ipate in th e process, 
th e qu a lity of development in the Hosp itali ty District was un likel y to su ffer as th e s elec ted 
bidde rs were likely to br ing in rc pu ted bran ds for operati ng the As sets fro m th e s table of 
reputed nation a l an d in tern a tio n a l ho s pitali ty play er s like Hy att, Aceor , Du sit , Lemon Tree 
etc . It will al so n o t be ou t of place to m ention th at given the aggressive market ing approach 
of DIAL, the aggregate a moun t of refund ab le de posits wa s s ignifi can tly high er a t Rs . 147 1.51 
crore s against the envis a ge d Ii gu re of Rs. 91 2 crores considered while a ppro ving th e ori ginal 
DF by MoCA. 

00 0 1; ;~ 1 
,~l l' f l u n: , I [!l I.'1xv I 1'r lll lHlil l ioil I Hi ghw~IY S I SPOi /'; I UrIJJI1Ill fl ;1'111l, (:U l'r 



     

    
               

              
               

   

                  
                

               
               

                
           

              
               

               
      

                  
       

                 
               

             
               

              
  

                 
                

             
            

        

               
               

                 
               
                 

                
    

                 
         

             
              
    

            
              



     
    

   

             
                
             

               
           

            
               

                
               

                
      

               

            
                 
               
             

               
              
              

           
             

              
              

               
      

                   
                  

                    
                

                
                 

                  
             

            
               

                 
                    

               
             

            
      

               
               

               

 
 
                   




 
 
  

    

             
                

                 
                

         

               
              
             

               
              

                
       

                 
               

             
              

               

               
                

                
              

     

              
              
              

             
                 
                 

                  
                 

                
              

                
                    

              
               

               
              

    

   
                



   
  

    

                 
                  

     

  

      

 
   

 

       
 

     
 

 
 
           





  
  

  

       

      
    

     
  

 

                   

          
 

             

              

             

             

              

          

       

           

   
     
 
   

    

   
    

 

               
        

      

  
 



 	 
        

  

      
 
    
 
     
 
  
 

        
      
 
            
 

  

               
                  

           
 

	                 
              

                
              
          

              
               

                   
      

              
             
               
             

                

             
           
                 

            
   

         

  

  

 
   

   
         

       

  



         
     

   

  
   

   

  

               

               

                

                 

                

                  

            

           

    
   

  

 

 

  
 
     
 

  
 



Review of levy of Developmet Fee - IGI Airport, New Delhi Annexure XIII
Count of period 0.5 1.5 2.5 3.5 4.5 5.5 6.5 7.5 8.5 9.5

Year 2009 2009 2009 2009 2009 2009 2009 2009 2009 2009

Month Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Domestic Traffic Mn 1.26 1.48 1.48 1.48 1.48 1.48 1.48 1.48 1.48 1.48

International Traffic Mn 0.65 0.69 0.69 0.69 0.69 0.69 0.69 0.69 0.69 0.69

Traffic Estimate Mn 1.90 2.18 2.18 2.18 2.18 2.18 2.18 2.18 2.18 2.18

DF collected (upto 31/01/2011) Rs. Cr. 0.92 24.98 37.38 59.90 56.27 46.09 37.91 57.80 47.03 69.91

Additional DF billed (upto 31/01/2011) Rs. Cr.

Projected DF collection (from 1/02/2011) Rs. Cr.

Total DF Rs. Cr. 0.92 24.98 37.38 59.90 56.27 46.09 37.91 57.80 47.03 69.91

Interest Rate % p.a. 10.72% 10.72% 10.72% 10.72% 10.72% 10.72% 10.72% 10.72% 10.72% 10.72%

Interest Rate (tax adjusted) % p.m. 0.00584 0.00584 0.00584 0.00584 0.00584 0.00584 0.00584 0.00584 0.00584 0.00584

Discount factor (as on 01 03 2009) used 0.9971 0.9913 0.9855 0.9798 0.9741 0.9685 0.9628 0.9572 0.9517 0.9462

PV of DF collection (PV as on 01.03.2009) Rs. Cr. 0.92 24.76 36.84 58.69 54.81 44.64 36.50 55.33 44.75 66.14

Actual DF collection (PV as on 01.03.2009) Rs. Cr. 0.92 24.76 36.84 58.69 54.81 44.64 36.50 55.33 44.75 66.14

Cumulative DF (PV as on 01.03.2009) Rs. Cr. 0.92 25.68 62.52 121.21 176.02 220.66 257.16 312.49 357.24 423.38

Total DF collection (PV as on 01.03.2009) Rs. Cr. 1,827.00

Discount rate % p.m. 0.64%

NPV of total DF sanctioned as on 01 03 2009 Rs. Cr. 1,827.00

Calculations with NPV as on 01.03.2010

Period

Discount rate w.e.f 01.03.2010

DF Collections 

Cummulative DF Collections

NPV of Additional DF sanctioned

Stage 1 - Rs.994.50

Stage 2 - Rs.1695.50



Review of levy of Developmet Fee - IGI Airport, New Delhi 

Count of period

Year

Month

Domestic Traffic Mn

International Traffic Mn

Traffic Estimate Mn

DF collected (upto 31/01/2011) Rs. Cr.

Additional DF billed (upto 31/01/2011) Rs. Cr.

Projected DF collection (from 1/02/2011) Rs. Cr.

Total DF Rs. Cr.

Interest Rate % p.a.

Interest Rate (tax adjusted) % p.m.

Discount factor (as on 01 03 2009) used

PV of DF collection (PV as on 01.03.2009) Rs. Cr.

Actual DF collection (PV as on 01.03.2009) Rs. Cr.

Cumulative DF (PV as on 01.03.2009) Rs. Cr.

Total DF collection (PV as on 01.03.2009) Rs. Cr. 1,827.00

Discount rate % p.m. 0.64%

NPV of total DF sanctioned as on 01 03 2009 Rs. Cr. 1,827.00

Calculations with NPV as on 01.03.2010

Period

Discount rate w.e.f 01.03.2010

DF Collections 

Cummulative DF Collections

NPV of Additional DF sanctioned

Stage 1 - Rs.994.50

Stage 2 - Rs.1695.50

 
10.5 11.5 12.5 13.5 14.5 15.5 16.5 17.5 18.5 19.5 20.5 21.5 22.5

2010 2010 2010 2010 2010 2010 2010 2010 2010 2010 2010 2010 2011

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan

1.48 1.48 1.48 1.50 1.52 1.54 1.55 1.57 1.59 1.61 1.63 1.64 1.66

0.69 0.69 0.69 0.70 0.70 0.71 0.71 0.72 0.72 0.73 0.73 0.74 0.74

2.18 2.18 2.18 2.20 2.22 2.24 2.26 2.29 2.31 2.33 2.36 2.38 2.40

62.54 59.75 70.30 54.22 60.36 58.39 49.03 49.95 47.79 66.11 63.01 57.11 55.20

73.44

62.54 59.75 70.30 54.22 60.36 58.39 49.03 49.95 47.79 66.11 63.01 57.11 128.64

10.72% 10.72% 10.72% 11.03% 11.03% 11.03% 11.03% 11.03% 11.03% 11.03% 11.03% 11.03% 11.03%

0.00584 0.00584 0.00584 0.00601 0.00601 0.00601 0.00601 0.00601 0.00601 0.00601 0.00601 0.00601 0.00601

0.9407 0.9352 0.9298 0.9242 0.9187 0.9132 0.9078 0.9023 0.8969 0.8916 0.8863 0.8810 0.8757

58.83 55.88 65.36 50.11 55.45 53.32 44.50 45.07 42.86 58.95 55.84 50.31 112.66

58.83 55.88 65.36 50.11 55.45 53.32 44.50 45.07 42.86 58.95 55.84 50.31 112.66

482.21 538.09 603.45 653.56 709.02 762.34 806.84 851.92 894.78 953.73 1,009.57 1,059.88 1,172.54

0 1 2 3 4 5 6 7 8 9 10

1 0.994029 0.988094 0.982194 0.976329 0.970499 0.964704 0.958944 0.953218 0.947526 0.941868



Review of levy of Developmet Fee - IGI Airport, New Delhi 

Count of period

Year

Month

Domestic Traffic Mn

International Traffic Mn

Traffic Estimate Mn

DF collected (upto 31/01/2011) Rs. Cr.

Additional DF billed (upto 31/01/2011) Rs. Cr.

Projected DF collection (from 1/02/2011) Rs. Cr.

Total DF Rs. Cr.

Interest Rate % p.a.

Interest Rate (tax adjusted) % p.m.

Discount factor (as on 01 03 2009) used

PV of DF collection (PV as on 01.03.2009) Rs. Cr.

Actual DF collection (PV as on 01.03.2009) Rs. Cr.

Cumulative DF (PV as on 01.03.2009) Rs. Cr.

Total DF collection (PV as on 01.03.2009) Rs. Cr. 1,827.00

Discount rate % p.m. 0.64%

NPV of total DF sanctioned as on 01 03 2009 Rs. Cr. 1,827.00

Calculations with NPV as on 01.03.2010

Period

Discount rate w.e.f 01.03.2010

DF Collections 

Cummulative DF Collections

NPV of Additional DF sanctioned

Stage 1 - Rs.994.50

Stage 2 - Rs.1695.50

23.5 24.5 25.5 26.5 27.5 28.5 29.5 30.5 31.5 32.5 33.5 34.5 35.5

2011 2011 2011 2011 2011 2011 2011 2011 2011 2011 2011 2012 2012

Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb

1.68 1.70 1.72 1.74 1.76 1.78 1.80 1.82 1.84 1.86 1.88 1.91 1.93

0.75 0.75 0.76 0.76 0.77 0.77 0.78 0.78 0.79 0.79 0.80 0.80 0.81

2.43 2.45 2.48 2.50 2.53 2.55 2.58 2.60 2.63 2.65 2.68 2.71 2.73

64.65 65.16 65.67 66.19 66.71 67.24 67.76 68.30 68.84 69.38 69.93 70.48 71.04

64.65 65.16 65.67 66.19 66.71 67.24 67.76 68.30 68.84 69.38 69.93 70.48 71.04

11.03% 11.03% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75%

0.00601 0.00601 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639

0.8705 0.8653 0.8598 0.8543 0.8489 0.8435 0.8382 0.8329 0.8276 0.8223 0.8171 0.8119 0.8068

56.28 56.38 56.46 56.55 56.63 56.71 56.80 56.88 56.97 57.05 57.14 57.23 57.31

56.28 56.38 56.46 56.55 56.63 56.71 56.80 56.88 56.97 57.05 57.14 30.60 0.00

1,228.81 1,285.20 1,341.66 1,398.21 1,454.84 1,511.55 1,568.35 1,625.24 1,682.20 1,739.26 1,796.40 1,827.00

11 12 13 14 15 16 17 18 19 20 21 22 23

0.936244 0.930654 0.920582 0.914741 0.908936 0.903169 0.897438 0.891744 0.886086 0.880463 0.874877 0.869325559 0.86381

61.36

61.36



Review of levy of Developmet Fee - IGI Airport, New Delhi 

Count of period

Year

Month

Domestic Traffic Mn

International Traffic Mn

Traffic Estimate Mn

DF collected (upto 31/01/2011) Rs. Cr.

Additional DF billed (upto 31/01/2011) Rs. Cr.

Projected DF collection (from 1/02/2011) Rs. Cr.

Total DF Rs. Cr.

Interest Rate % p.a.

Interest Rate (tax adjusted) % p.m.

Discount factor (as on 01 03 2009) used

PV of DF collection (PV as on 01.03.2009) Rs. Cr.

Actual DF collection (PV as on 01.03.2009) Rs. Cr.

Cumulative DF (PV as on 01.03.2009) Rs. Cr.

Total DF collection (PV as on 01.03.2009) Rs. Cr. 1,827.00

Discount rate % p.m. 0.64%

NPV of total DF sanctioned as on 01 03 2009 Rs. Cr. 1,827.00

Calculations with NPV as on 01.03.2010

Period

Discount rate w.e.f 01.03.2010

DF Collections 

Cummulative DF Collections

NPV of Additional DF sanctioned

Stage 1 - Rs.994.50

Stage 2 - Rs.1695.50

36.5 37.5 38.5 39.5 40.5 41.5 42.5 43.5 44.5 45.5 46.5 47.5 48.5

2012 2012 2012 2012 2012 2012 2012 2012 2012 2012 2013 2013 2013

Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar

1.95 1.97 1.99 2.02 2.04 2.06 2.09 2.11 2.13 2.16 2.18 2.21 2.23

0.81 0.82 0.82 0.83 0.83 0.84 0.85 0.85 0.86 0.86 0.87 0.87 0.88

2.76 2.79 2.82 2.85 2.87 2.90 2.93 2.96 2.99 3.02 3.05 3.08 3.11

71.60 72.17 72.74 73.32 73.90 74.48 75.08 75.67 76.27 76.88 77.49 78.11 78.73

71.60 72.17 72.74 73.32 73.90 74.48 75.08 75.67 76.27 76.88 77.49 78.11 78.73

11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75%

0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639

0.8017 0.7966 0.7915 0.7865 0.7815 0.7765 0.7716 0.7667 0.7619 0.7570 0.7522 0.7474 0.7427

57.40 57.49 57.57 57.66 57.75 57.84 57.93 58.02 58.11 58.20 58.29 58.38 58.47

0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

24 25 26 27 28 29 30 31 32 33 34 35 36

0.858329 0.852882 0.847471 0.842093 0.83675 0.831441 0.826165 0.820923 0.815714 0.810539 0.805396 0.800285 0.795207

61.46 61.55 61.64 61.74 61.83 61.93 62.02 62.12 62.22 62.31 62.41 62.51 62.61

122.82 184.37 246.02 307.76 369.59 431.52 493.54 555.66 617.88 680.20 742.61 805.11 867.72



Review of levy of Developmet Fee - IGI Airport, New Delhi 

Count of period

Year

Month

Domestic Traffic Mn

International Traffic Mn

Traffic Estimate Mn

DF collected (upto 31/01/2011) Rs. Cr.

Additional DF billed (upto 31/01/2011) Rs. Cr.

Projected DF collection (from 1/02/2011) Rs. Cr.

Total DF Rs. Cr.

Interest Rate % p.a.

Interest Rate (tax adjusted) % p.m.

Discount factor (as on 01 03 2009) used

PV of DF collection (PV as on 01.03.2009) Rs. Cr.

Actual DF collection (PV as on 01.03.2009) Rs. Cr.

Cumulative DF (PV as on 01.03.2009) Rs. Cr.

Total DF collection (PV as on 01.03.2009) Rs. Cr. 1,827.00

Discount rate % p.m. 0.64%

NPV of total DF sanctioned as on 01 03 2009 Rs. Cr. 1,827.00

Calculations with NPV as on 01.03.2010

Period

Discount rate w.e.f 01.03.2010

DF Collections 

Cummulative DF Collections

NPV of Additional DF sanctioned

Stage 1 - Rs.994.50

Stage 2 - Rs.1695.50

49.5 50.5 51.5 52.5 53.5 54.5 55.5 56.5 57.5 58.5 59.5 60.5 61.5

2013 2013 2013 2013 2013 2013 2013 2013 2013 2014 2014 2014 2014

Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr

2.26 2.28 2.31 2.34 2.36 2.39 2.42 2.45 2.47 2.50 2.53 2.56 2.59

0.89 0.89 0.90 0.90 0.91 0.92 0.92 0.93 0.93 0.94 0.95 0.95 0.96

3.14 3.18 3.21 3.24 3.27 3.31 3.34 3.37 3.41 3.44 3.48 3.51 3.55

79.36 79.99 80.63 81.27 81.92 82.58 83.24 83.90 84.57 85.25 85.93 86.62 87.32

79.36 79.99 80.63 81.27 81.92 82.58 83.24 83.90 84.57 85.25 85.93 86.62 87.32

11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75% 11.75%

0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639 0.00639

0.7380 0.7333 0.7286 0.7240 0.7194 0.7149 0.7103 0.7058 0.7013 0.6969 0.6925 0.6881 0.6837

58.56 58.66 58.75 58.84 58.94 59.03 59.13 59.22 59.32 59.41 59.51 59.60 59.70

0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

37 38 39 40 41 42 43 44 45 46 47 48 49

0.790162 0.785148 0.780166 0.775216 0.770297 0.765409 0.760553 0.755727 0.750932 0.746167 0.741432 0.736728 0.7320533

62.70 62.80 62.90 63.00 63.10 63.20 63.31 63.41 63.51 63.61 63.71 63.82 63.92

930.43 993.23 1056.13 1119.14 1182.24 1245.44 1308.75 1372.16 1435.66 1499.28 1562.99 1626.81 1690.73


