
AIRPORTS ECONOMI REGULATORY A RORITY OF INDIA 
***** 

Minutes of the Stakeholders Consultation Meeting held on 
4 th October, 2017 at 11:00 AM 

* '"1I 'X"';,'"1I 

1 .	 CONSU TATION PAPER NO. 27/2017-18 dated 20.09.20 7 in the 
matter of eterrnination of Fu e l Infrastructure Charges in respect of 
Delhi Aviation Fuel Fa cil ity Private Limited at IGI Airport, New Delhi 
(01-04-2016 - 3 -03-2 0 2 1). 

2.	 CONS LTATIONPAPER NO. 28/2017- 8 da ed 20.09.2017 in the 
matter of Determination of uel Infrastructur Charges in respect of 
Mumbai Aviation Fuel F ar m 'a cility Private Limited at CSI Airport, 
.Mumbai (01.04.20 6 - 31.03.2021). 

3.	 CO SULTATION PAPER NO. 29/2017 -18 dated 20.09.2017 in the 
m atter of Deter-mination o f Fuel Infrastr-ucture Charges in re peet of 
I dian Oil Skytanking Limited at KIA ai port, Bengaluru 
(01.04.2016 - 31.03.2021). 

The Sta keholde r Consultation fleeting was convened by the Authority on 
04.10 .201 7 at 1.00 AIVI in the Conference Room, first floor, AERA Building, 
Administrat ive Complex, Safda rjung Airport, New Delhi t o elicit the views of the 
stakeholders on the Consultation Papers no. 2 7/2017-18, 28/2017-18 and 29/2 017-18 
dated 2 0 .09 .2017 issued by the Authority to det rmine fuel infrastructure charges for 
the p riod FY 2016 -17 to FY 2 0 20-21 in res pect of fuel farm facilities for Delhi 
Aviatio n Fuel Facility Private Limited, Delhi Airport, Mumbai Aviation Fuel Farm 
Facility Privat e Limited, Mumbai Airport and Indian Oil Sky tanking Limited, 
Bangalore Airport res pectively. The list of par ticipants is enclosed at An n exu r e-I . 

2 . Secretary AERA \velcomed all the stakeholde rs and requested them to give 
their views and also sub mit written comments/ views on or befor e 9th October 2017 . 

DELHI AVIATION FUEL FACIUTY PRIVATE LIMI ED (DAFFPL) AT IGI 
AIRPORT, E'V DELHI 

3. Mr. B.K. Singh. CEO. DAFFPL gave a presen tation covering the following key 
areas:­
r:	 DAFFPL is the operator of the fuel farm facility located at Shahabad 

Ioharnmadpur, Delh i and hydrant refueling station at Terminal 2 and 
Terminal 3, DIAL. DAFFPL, through the Concessionaire agreement awarded 
by DIAL has been gran ted the right t o design , develop, construct, manage 
maintain, upgrade and operate the fuel facility and infrastructure; 

"..	 It is the largest fuel farm facility in India, cu rrently operating 27 % of the all­
India volume. It is spread over an area of about 10 acres , and has a s torage 
capacity of 4 2 000 KL. DAFFPL has planned to cons truct 2 more tanks, t o 
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nsure a t otal capacity of 60000 KL. The annual throughput is currently 
around 1.56 million KL. There are some proposed items of worl like 
automation of the facility, rehabilitat ion of the store room, construction of 
new control room, tanker parking area, and new administrative building, 
which shall be taken up at a later stage. 

DAFFPL has Independent quality control lab operat ing 24X7 as per the 
req iir ment for Terminal 2, Terminal 3 and th e Cargo Facility (Bu not for 
Terminal r). 

>-	 No incidents have been reported so far related to quality failur . 

;..	 DAFFPL has proposed additional Capex requirement for mod rnization of the 
fuel farm by upgradation of existing facility and automation system to meet 
the current req uirement and bringing it at par wit h t he international system. 
The proposed capex is around Rs 44.27 crores to modernize the facility as per 
MB LAL Committee's recommendat ions. The DIAL Master Plan has been 
approved, and DAFFPL has conducted a feasibility report for connecting 
Terminal i to t he fuel farm facility. In this regard, a Capex of Rs 140 crores has 
been proposed to extend hyd rant line from fuel farm to 1'1. Currently, the fuel 
services to Terminal 1 is provided by the oil companies directly. 

MI'. B.K Singh, CEO, DAFFPL, deliberated over switching to Price Cap 
Approach (proposed by the Authority) from Light Touch Approach. Also, regarding 
the fuel charg s , DAFFPL in its submissions had proposed for a rate of Rs 755/KL 
which the Authority has reduced to Rs 605/KL in the Consultation Paper dated 
20.09.2017 issued by it . DAFFPL is not in agreement with the Authority on this as 
this reduction would affect the Company's financial health and the cash flows 
drastically, considering the Capex requirement and future growth, 

Mr. Acha rya, Vice President, 10 SL requested that the escalation rat of 
operating cost be increased from 8% p.a. to 12% p.a. as the Manpower cost increases 
each year between 8%-10%. 

Member-Il, AERA sought clarificatio n about th Agreement between DIAL 
and DAFFPL with regard to supply of fuel to Terminal 1, as the existing Concession 
Agreement does not cater to Terminal 1. He further opined that the additio nal Capex 
of 140 crores shall be conside red, at such tim when the work is actually awarded to 
DAFFPL. 

hairrnan AERA suggested that DAFFPL may comment on t he current 
proposal of AERA for the consideration of the Authority. 

M MBA! AVIATION FUEl FARM ·ACILITY PRIVATE LIMITED AT CSI 
AI RPORT, MUM"BAI 

4. Ms. Geeta Iyer, FO, MAF FFPL gave a brief presentation on the Multi Year 
Tariff Proposal submitted to AEIZA for de termination of fuel charges. Sh gave an 

2 



overview of the faciliti s available at the fuel farm, traffic, capital expendi ture and 
proposed charges at the airport­

~ 1AFFl~ PL is a jo in t venture company (JVC) compnsmg Inclian on 
Corpo ration Limited (IOCL)1 Bharat Petroleum Corporation Limited (BPCL)1 
Hindustan Petroleum Corporation Limited (HPCL) and Mumbai Int ernat ional 
Airpo rt Private Limited (1vIIAL) each holding equal ownership; 

~ There are 4 facilities which are scattered­ 3 in Santa Cruz (do mestic 
operations) and 1 in Sahar (interna ional operations). There are 5 tanks- with 
a total capacity of 471500 tons . All t h facilities will be newly constructed and 
the const ructio n is in fu ll swing with new connector pipelines to be conn ected 
to existing lines; 

Due to operat ional reasons, the Open Access facility is currently not available, 
and the Open Access model will be operational as and when the integrated 
fuel farm facility is commissioned; 

);:> MAFFFL in its proposal has request ed hat the FIC be fixed at Rs 882/KL. 
However, AERA vide Consultation Paper da te d 20. 09.2017 has proposed FIC 
at Rs 750/KL; 

IOSL and Bharat Stars Services Pvt. Ltd. are the ITP operators with a revenu 
share of 6% out of which MAFFFP L retains 1% and passes on 5% to MIAL. 

Ms. Geeta Iyer, CFO further stated that t he Authority has considered the total 
Capex cost of .l\..s..683 crores as' proposed by IvIAFFFPL in its submissions. She 
requested the Authority to consider their pro posal un der "Light touch approach". She 
fur ther stated that AERA has cons idered Financing Allowance of Rs 19 crores as 
against the amount of Rs 31 crores proposed by MAFFFPL. Is. Geeta Iyer suggested 
that the Authority has excluded the general purpose borrowing costs. But due to 
Indian Accounting Standard, it is not an ancillary borrowing cost, and shall be 
reated differently from interest during construction. She stated that the interest for 

G neral purpos should be part of op ration al cost. 

She further stated that loss on sale of Assets be considered under OPEX and 
the FRoR may be considered at 14%, as against the 11.87% suggested by the 
Authority in the CP, conside ring the risk in the Aviation sector, volatility of Aircraft 
movements, and risk of fuel sto rage/ handling in the Aviation Indust ry. She said that 
this higher risk profile mandates higher expected return on equity and moreover 
'IAFFFLs calculations were as per th formula provided by the Authority. Ms. Geeta 

Iyer, further intimated that a new airport at Navi Mumbai is likely to start in 
December 2019 and given th saturation of the 'Iumbai Airport there is no chance of 
increase in airline t raffic, resulting into stagnat ion ofbusiness. 

Ms. Geeta Iye r, Cf'O requested AERA that interes t inco me, dividend and 
other income may not be conside red entirely as aeronautical and cons ider 30% as 
non-aeronautical income. 

Chairman clarified tha t ent ire income of fuel firm is aeronautical only and nothing is 
non ae ronautical. 
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I DIAN OIL SKYfANIU G LIMITED (IOSL) AT KIA AlRPORT, 
BAN GALORE 

5. Shri T.S. Dupare, CEO, JOSL discussed about the Multi Year Tariff Proposal 
submitted to AERA for determination of fu 1charges on the following issues: 

IOSL B ngalu ru is operating since 2008 under the concession agreement 
which was signed in 2006 and has so far been levied tariff as p r the said 
agreement. 

~	 Regarding depreciation, he was of the view that there has to be some product 
in the pipelines and the tanks, which becomes the sunk cost. As per 
agreement these facilities have to be handed over to the Airport Operator at 
the end of the concession per iod at zero cost including dead stock. He 
requested that dead stock may be trea ted as part of Plant and Machinery and 
accordingly depreciation may be worked out. 

~	 He further stated that the manpower cost escalation shall be 12% p.a., and not 
the 8% p.a. as proposed by the Authority in the CPo It will lead to problem in 
managing the facilities and also to manpower attrition. IOSL has considered 
manpower calation as per inflation and as per industry. 

}o- Regarding FRoR, be was of the view that it has been cons idered at 17.15% 
st rictly as per the Model provided by AERA. IOSL requested AERAto consider 
the FROR as 17.15%. 

);.	 Also, in Table 18 of the CP, the annual Ie is computed at Rs 1,808 per KL, 
and an under-recovery of Rs 32 crores has been reflected for the same. Also, 
for the FY 17-18 full year, th e rate of Rs 1,718/ KL has been considered and 
already six months have been elapsed, which isn't a reasonable assumption. 

10 8L agreed with the Price Cap approach considered by the Authority. Hence 
requested Au hority to consider the FIe at Rs 1,808/ IG... to take care of the 
under-recovery. 

The Authority stated that in Table 18 of the CP, for FY 17-18, the rate of Rs 
1,718/ KL has only been cons idered for 6 months up to September 2017. 

10 SL requested AERA to consider charge of Rs ,8 08/ KL for which the 
Authority suggested 10 8L to re-submit th e proposal in the next 2-3 years for 
conside ration of Authority. 

lATA 

6. Shri Eric Antia, Campaign Manager, lATA agreed with AERA's stand for 
determination of uel Infrastructure Charges on a "Price Cap Approac h". He 
expressed his agree ment with AERA's view on treatmen of dead stock as a n011­
depreciabl asset for all th e three fuel firms. IIe further agreed with AERA on the 
asset depreciation rates based on useful life of the assets. 

4 



Regarding DAFFPL, he proposed that the ...xisting gea ring ratio of 28% 
beyond FY 16-17 should be maurtaiecd nnd th at DAI'FPI . should be req uired to work 
towards a more efficient financing st ructure, and bring its Geari ng ratio to an 
opt imum level ; 

For MAFFFPL and 10SI.., he was not in agreement with AERA's proposal for 
trui ng up the opera ting expenditure in the ned control period as it rwu contrary to 
the objective of ill<:elltivizing the op<"ratinnH I efficiency and fiscal discipline. 

He furth er , to ted thai airport operator fee of Rs 1,061/ KL should not be 
included in the assessment for FIC in respect of JOSlo Bangalcre which ...111 be fully 
passed 011 to the suppliers/ Airlines, It is. in effect, not an expense item for the IOSL. 

LUFfIL\NS,\.AIRUN E 

1. Shri f10rinn Hoeer agreed wit h the submissions of lATA. He further stated 
t hat in Europe and many other cou ntries , the Airport opera tor fox il; conside red 
ilIq;a1. A!l. regll.rd ~ the concession fee, as it is without any prope r cost base, there is no 
reason to index it to cost. 

Chairman, AERA was of the vi ew t hat in case of IOSL Belll;llluru, the lllnd for 
the entire fuel fa rm facility is available at a rent of Re 1 and such low rent results in 
high Airport operator fees. 

IIAOA 

8. Shri R.K. Bali was of view that whatever l<; not 11 part of th e OOGt, .a.ould ht­
t horoughly looked into. He stated that Fuel throughput Charges should be 
reasonable. 

9 Shri I llI rsh GUlllt;, Head Regulatory, Dl.u., stated that written submission 
shall besubmitted by DIAL ...-ithin t he stipulated time. 

BPCL 

10. Shri Rajneesh Saxena supported the pr iCl! revision rl..termlned by AERA He
 
staled t he revision should be on prospective basis.
 

Chairpe rson AERA thanked all the staktholders for the ir particlpat jon and 
requested the m 10 furnish lll<~ i l' comments j views on thp Cons ulta tion Pape r wit hin 
the staled timelines. 

The Meeting ended with a vote of thanks to the Chair. 

~-'v- _ i.1 
(f"uja Jindal) 

Secrela[')' 
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Annexure-I 
List of Participants 

AERA 

1. Shr i S. Machendranathan , Chairperson 
2. Sh ri . Shankar, Member- I 
3. Shri S. Samantha, Member-Il 
4. Ms. Puja J indal, Secretary 
5. Shri Rajesh Khanna, AGlvI (Fin) 
6. Shri Nirmal Kumar, Sr. Ianager ( <in) 
7. Shri J aimon Skaria Manager (Fin) 
8 . Sh ri Karri Narsim ha, Sr. Supdt. 

DIAL 

9 . Shri Harsh Gulati, Head Regulatory 

DAFFPL 

10. Shri B- K. Singh, CEO 
11. Shri Tarun Sharma, Finance &Accounts 

MAFFPL 

12 . .Ms. Geeta Iyer CFO 
13. Shri Suranjan Pal, CEO 
14. Shri Ravindra Mittal, COO 

lOBI.. 

15. Shri T.S, Dupare, CEO 
16. Sh ri Shantanu Saxena, CFO 
17. Sh ri A.P. Acharya, VP 

HPCL 

18. Sbr i A.S. Gaikwad, Ch, Mgr. Avn. 

BSSPL 

19· Shri Akash Tiwari, CEO 

BPCL 

zo.Shri Rajnessh Saxena 

21. Shri Yogendra Tomer, ED 
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22. Shri Eric Antia, Cam pa ign Manager 

LUEruANSA 

23.Shri Florian Hcser 

IJAOJ\ 

za.Shri R.K. Bali 

ERNST & YOUNG 

25.Shri Sorabh Katana, Partner 
ae.Shd Vikas Gangwal, Senior Manager 
27. Shri Sagar Gupta, Associate
 
ag.Shn UdayanSha rm a, Analyst
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