


land cost as operating expense. Given the freehold ownership, amortization of 

actual land cost may be over a period of 25-40 years depending on the upfront 

cost as a percentage of the overall cost of the airport. 

Scenario 2: Land is owned by a party other than airport operator: 

a)	 Land is provided to the Airport operator against payment of upfront premium: 

In such case upfront premium should be included in RAB, which should be 

provided amortization and return as overall WACC. 

b)	 Land provided to the Airport 5PV as annual lease: Lease amount should be 

included as operating expense for calculation of allowed regulatory revenues 

Scenarios can be summarized as follows: 

Land ownership Mode Proposed Mechanism 
SPV Limited period concession Amortization of land over residual 

useful life + 
Include land cost in RAB and allow 
FRoR at WACC 
Amortization of land value over 
60yrs included as notional value in 
operational expenditure 
Upfront premium to be part of RAB 

Lease amount to be included in 
operating expenses 

Unlimited ownership 

Shareholders / 
others 

Land provided to the SPV against 
payment of upfront premium 
Land provided to the SPV as annual 
tease 

In the above scenarios, ADF can also be considered as an additional/alternate mechanism to 

recoup the cost of land . 

We request Authority to consider our views about allowing return on land acquired for airport 

use. 
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