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BLR/ ITP/AERA/IVIYTP	 04-0ctober-2019 

To, 
The A G~i (F) 
Airports Economic Regulatory Authority of India 
AERA Bui/dlng, Administrati ve Complex 
Safdarj ung Airport 
New Delhi - 110 003 
Email: gita .sallU@aera.gov.in 

Subje ct: Comm ents on Consult at io n pel' 06 /20 1 9- 20 

Dear Madam, 

IndianOil Sky tanking (IOSL) is pro viding Into Plane (ITP) Services at Bangalore Airport 
and commen ced ITP operation s under new SPRH agreement from 24 th May 2019. 

Pursuant to the execution of the SPRH agreement on 21 March 2019 , IOSL submitted Its 
tar.ff pr oposal to AERA and further to it Consult at ion Paper 06/2019-20 was pu blish ed by 
AERA on l3 1l) Sep temb er 2019 . Our com me nts to AERA are submitted as sta ted reiow. 

1.	 It is our understanding that AERA has used Operating Costs + Depreciation + 14% 
Return on Average RAB di vided by projected volumes for F19 -20 as the basis of 
arri ving the tariffs for the remaining part of FY19-20 and FY20-21. This approach 
IS not in line with the AERA guidelines on light touch approach. 

2.	 ITP Is a manpower intensive busrness where these costs arc around 50 % of U'h? 

l .tat oper<JtH19 cos ts. BaSing of returns to til e operator by ,L,ERA on t h o, RAB IS 

therefore not suit able metric for use in case of Into Plane operators. RAB keeps 
reducinq every ye ar, in case new assets are not added and there fore the returns 
of the operator are diminished . 

3.	 After alm ost 11 years of operating successfully at Banqalore the existing assets 
require replacement and their book value is negligibl e. The new investments 
required will need a suitable tariff and returns to make those investments Viable . 
Jt IS proposed that AERA allow Operating Expendltures + Depreciation and (l 14% 
ret r rn on these two line it erns also . The tariff as per this methodology is INR 323.33 
/ KL for FY19-20 and INR 384.61 / KL 

4.	 As per 3 .3 of CP 06 /2019-20, AERA has arri ved at projected operating margins o f 
7% for FY2019-20 and 8% for FY2020-21 . AS per CP 08/2019-20, operating 
rn arqins of BSSPl have been maintained at 9% for FY2019~20 and 13% for FY2020­
21. l-u rt l1 e~more , a ~ per CP 0 ; /2019-20 , Operat ing profit for Celibi Airport Serv ices 
h a ~ been ob serv ed at 1<\. 50% for FY2017- 18 and 18 .6 3% for FY2018-19 . This 
pr actic e of de te rmining t ar iffs to arrive at ifferent operating margins for two 
compet ing firms (IOSL & BSSPl) is discriminatory In nature and against pnnciples 
of competition . 

5 .	 lOSL does not agree with 3.5 of CP 06/2019-2.0 that there is no compet it ion in real 
terms between the two ISP's ( IOSl & BSSPL). The ju stifications for the same have 
already been subrnltted to AERA vide latter dated 24 June 2019. Some of th e points 
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stated in the letter are reiterated here to once again prove to the authority that 
com pet it ion exists in the rendering of ITP Services at Bangalore . 

a.	 Falling Market Share: IOSL 's market share has fallen from 74% in FY16­
17 and is expected to be 60 % In FY19-20. In case there is no competiti on 
as claimed by AERA, then IOSL's market share would have remained 
constant or increased . This is not the case as there is consistent annual fall 
in market share due to competition . Furthermore, Market share has varied 
sin ce inception (FY09-10) from a low of 64% to a high of 78%, wruch are 
all signs of a competitive market environment. 

IOSL ITP M arket Share 
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b.	 AERA Guidelines: As per page 7 of 76 of AERA gUidelines, a service 
provided by tw o or more service providers is deemed competi t ive. The sam e 
has been reiterated In Order No OS/2017-18. IOSL has been a joint venture 
of IOCL from day one & ITP operations have always been considered by the 
Authority as competitive due to the presen ce of tw o ITP operator at an 
Airport. The sam e guideline of determining competitiveness has been used 
by AERA in case of IOSL 's & BSSPL's ITP Services at Bangalore, Delhi and 
Mumbai Airports where these services were deemed " competitive" 

6.	 The authority's asserti on that from 3'<1 control period onwards (2 nd control period 
incor rectly stated in the 3.5 of CP 06/2019-20) it is inclined to determine the tariff 
of Into Plane Service providers under "price cap approach" is th erefore not in line 
with AERA guidelines. 

7.	 IOSL submitted its tariff proposal to AERA on 27 .04.2019 while the CP was 
published on 13 t h September 2019, after a period of 139 calendar days. 
Furthermore, in case the new tariff comes into effe ct from 01 November 2019, it 
wo uld be after 189 Calendar days or more than 6 months. Since applicability of 
tariff orders has always been on prospective basis, AERA should consider , projected 
revenue loss for 06 months when finalizing the tariff order for IOSL. 

8 .	 During the consultat ion meeting, a common demand from all stakeholders (Sr No 
14, Minutes of Meeting 09 May 2019) wa s to have similar tariffs for both ITP service 
providers at Bangalore Airport . IOSL would like to meet the requirements of 
its stakeholders and therefore requests AERA to fix same ITP tariffs for 
both the ITP operators i.e. IOSL and BSSPL. 
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9.	 Based on the above submissions we once again request AERA to consider tariff as 
per IOSL's tariff submission, i .e. INR 353.07 / KL for FY19-20 and INR 370.72/ KL 
for FY20-21 or as stated in point 3 above at INR 323.33 / KL for FY19-20 and INR 
384.61 / KL 

Best Regards , 

For IndianOil Sky tanking Private Limited 

ftr)~~ 
shantanc:f~f...t ( ,01'1 
Chief Financial Officer 

S\ IANTA U SAXENA 
. \ Officer 

Chief Fil1onc,O. ud . 
0 "\ sl.n" on\ul'lg Pvt.

\ndion I "', ' f (\01 A.i(porl

Bongo1or Inte rno \0
 

Bongolore
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