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1.	 Bangalore In terna tiona l Airport Lim ited ("BIAL" ) welcome s this 

op po r tunity to submit it s views and concerns to th e Airpor t s 

Economic Regu latory Au th ori ty of India (ClAuthority))) in 

rel a tion to Con s ul tation Paper No.8 / 2 01 6 -17 d a ted March 3 1, 

2017 ("Co n sult atio n Paper"). We s u bmit ou r r es ponse to the 

Add endum be low . 

2.	 It ha s been th e consistent position of S IAL th at the Airpor ts 

Economic Regula tory Au thority of India Act, 2008 h a s to be 

con sidered by th e Au thor ity h olis t ically . Section 13 (1)(a )(vi) of 

the Act m a n dates tha t th e Au t hority shall , for the purpose of 

d e termination of ta r iff, take into co n side rat ion th e concessions 

Ifered by the Cen tra l Government in any agreement or 

m em oran d u m of u n derstanding or other wise. S IAL has al so 

canvas s ed this posit ion in ter a lia in Appeal NO. 7 /201 1 which is 

p ending con sideration before th e Hon'ble Airports Economic 

Regula tory Au thor ity Appellate Tribu na l. 

3.	 The Concession Agreement executed between S IAL an d 

Min is try of Civil Aviation , Governmen t of India and in 

particu lar clau se 10 .2.2 rea d with Schedule 6 provide s a list of 

charges th a t are to be regula ted . Cargo, gro u n d h a ndling and 

fu el farm services Ei re excluded from the amb it of regulation 

under Schedu le 6 . 

4 .	 Sin ce t h e Concession Agreement provides for certa in s pecific 

concessions and exemp tions to S IAL, S IAL cannot be su bject to 

a regula tory exer cise contrary to the Concession Agreement 
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an d thus SIAL sh ou ld be excluded from the a pplicability of U1e 

present con su ltation paper . 

5.	 In light of the a bove, S IAL requests that the proposals 

contain ed in th e consultation pap er shou ld not be a pp lied to 

S IAL & its IS Ps . Wi th ou t prejudice to the a foresai d, S IAL states 

as follows. 

•	 Th is Author ity had , after m u ltip le rou n d s of consu ltatio n , passed 
Direct ion No.4 of 2 0 10- 1 1 t itled Air ports Economic Regula to ry 
Authority or India (Term s a n d Conditions for Dete rminati on of 
Tariff or Serv ices Provided for Cargo Fa cility I Grou nd Handling 
and Su pply of Fuel to the Aircra ft) Guid el ines , 201 1 laying down 
th e regu latory philosophy for tariff determ ination in respect of 
services of car go fa cility , ground h a n dlin g and su pply of fu el. In 
terms of the s aid guid elines , tariff h as been determ ined by light 
touch appr oach for a multitu de of service provider s also k nO\\!I1 as 
Independent Service Providers or "ISPs" The Consu ltation Paper 
ind isputab ly provides for in trusive regulation i. e . Pr ice Cap 
app roach which is qu ite the op posite of regulation by ligh t touch 
ap p roach. We propose to th e Au thority to consid er Light tou ch in 
it s e n tirety an d not propose a cap for Fees/ Reven u e s hare / 
Roya lty payable by ISP to a irport operator. 

6 .	 Wh ile the Au thori ty h a s a sked for eviden ce based feedback) th 

Au thority h a s not disclosed as to why th is consu ltatio n paper is 

b eing pro posed a t this s tage. BIAL requests the Au th ori ty to 

d enote specific ins tance s wh ere : 

(i)	 Th e rates charge d a re n ot commensurate with cost or 

qu a lity of service provided as indicated in clause 2.2; 

(ii)	 Profitability of IS Ps is Im\7 because of h igh ra te of royalty) 

which limits the capability of ISPs to u pgra de fa cilities 

and consequen t lack of incentive to invest in 
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m odernization and expansion of facilities as in d icated in 

cl au se 2.3; 

7.	 BIAL reques ls the Auth ority to consider th a t a one s ize fits all 

a pp roach is not apt. Th ere may be situations wh ere the a ir port 

h a s create d th e in fra structu re an d likewise , there may be o ther 

in s tan ces where th e ISPs h ave crea ted the infra structure. 

In disp utably , if the IS Ps have n ot created the in frastructure 

.id move into practica lly pl u g a nd p lay in frastructu re , the cos t 

in curred by ISPs will be far les ser than a si tua tion where the 

ISPs ha ve sunk costs incu r red for c reation of infrastr uctu re . 

Hen ce , the reven ue sh a re will di ffer depending on various 

fa ctors su ch a s, ca pital costs incurred , competiti on in t h e 

sector , etc. In this ba ckdrop , fixa tion of a ceiling will be 

u nworkable and will affec t th e a irpor t opera tor's fr eedom to 

d e termin e its bu sines s m odel wh ich is an unreason a ble 

in trusion into th e business freedom guar an teed under the 

Concession Agreemen t a s well as the AERA Act. 

8.	 The observations in clause 2.5 that charges do not h ave any 

relevance to the costs incu rred by th e airport op erators is 

con tra ry to the basic p re mise of an airport bein g opera ted a s a 

com mercially prudent enterprise. There will be eosts 

associated, e ither in terms of revenues share or oth erwise , for 

accessing the marke t by th e ISPs . Th e re fore the airport is well 

within its am bit to expect revenue share for enabling access to 

'he market. 

Additionally , even if there is a ceilin g / ca p on the revenu 

share, there is no certainty that the ceiling or cap will 
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necessarily re sult in either redu ction of ch a rges a n d / or 

provis ion of better facilitie s. Th e Au thor ity 's jurisdi ction is 

res tricted to dete rm ination of tar iffs a nd therefore, th 

Au thority is not in a posit ion to en su re tha t it s s ta ted objectives 

are ach ieved especially when proporti onate redu ction in Air line 

cha rzes a re n ot within it s a m bit. 

10 .	 in the case of fu e l fa rm activity l SIAL h as a n Operatin g 

Agreement with th e fu el fa rm operator and the throughput fee 

is determined a s per the Agreem en t. Th is represen t s the airpor t 

opera tor fee which is collected by the fu el fa rm operator a s part 

of the tota l ch a rges that are collected by t h e fu el far m operator 

from its cu stomer s . Hence , th e airpor t opera tor fees need s to be 

con sidere d as a separ a te componen t coll ecte d by th e Fuel fa rm 

opera tor on behalf of S IAL and n ot con s ider th is as a reve nu e 

share. 

Further as em ph asized ear lier , S IAL re quests th a t the 

proposa ls contained in t h con su lt a tio n paper should not be 

applied to S IAL & it s ISPs . 

1. 1 . in view of the a foresaid 1 S IAL reque sts th e Auth ority to 

reconsider the propos al in the consultation paper and in any 

event requ ests that the p roposed cap s hou ld no t be ma de 

applicable to BIAL. 

Page 5 of 5 

http:r,lWoln'.I

