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1 BACKGROUND 

1.1 Introduction 

1.1 .1 Bangalore International Airport Limited (also referred as "Bangalore Airport" or "BIAL") is one of the 
major airports notified by Airports Economic Regulatory Authority of India ("'A ERA" or the 
"Authority") under the provisions of the AERA Act 2008. It was formed as a joint venture of private 
and public sector agencies in order to develop and operate the airport. The Karnataka State Industrial 
and Infrastructure Development Corporation (KSIIDC), a Public sector undertaking of the Government 
of Karnataka (GoK) and Airports Authority of India (AAI), a Government of India (Gol) undertaking, 
together hold 26% equity and the strategic joint venture partners hold the remaining 74%. 

1.1.2	 The Gol signed a concession agreement (CA) with BIAL on 5th July 2004. The CA defined the terms 
and conditions under which BIAL, as a private company, is entitled to build and run the airport. The 
term of the concession is for a period of 30 years from the Airport Opening Date, i.e., 24 May 2008, 
extendable by a further period of 30 years at the option of BIAL. As per the CA, the activities of 
customs, imm igration, quarantine, security and meteorological service will be performed by the 
relevant government agencies at the airport and the Communication, Navigation and Surveillance 
(eNS) and air traffic management (ATM) will be performed by AAI. BIAL shall, in consideration for 
the grant of concession by (inl , pay to Go] a fee amounting to four percent (4%) of the gross revenue 

annually. 

1.1.3	 The GoK extended a soft loan of Rs. 350 crores to BIAL as a state support for which a State Support 
Agreement (SSA) was executed by GoK with BIAL. Further, GoK has also provided 4008 acres of 
land on rent and a Land lease agreement (LLA) was also executed in this regard. 

I.IA	 At the time of financial closure and commencement of construction, the initial phase of Bengaluru 
International Airport (renamed as Kempegowda International Airport on 17thJuly 2013) was designed 
for handling about 4.5 million passengers per annum and the project cost was Rs. 1411 .79 crore. 
However, owing to significant increase in aviation traffic, BIAL redesigned the initial phase midway 
through the implementation of the project, increasing the capacity of the airport to I 1.4 million 
passengers per annum and the project cost to Rs. 1930.29 crore. This was undertaken so that the airport, 
at the Airport Opening Date (AoD), had the requisite capacity to handle the aviation traffic at the 
required/ prescribed service levels. The additional cost was met by increase in debt from lenders. 
Subsequently, certain project extension works were taken up with a supplemental expenditure budget 
of Rs. 540 crores (which was funded partly by raising additional equity from the shareholders and 
partly by further additional debt from lenders) taking the total project cost to Rs. 2470.29 crores. 

1.1.5	 The airport commenced its operations on 24 May 2008. The shareholding pattern of BIAL as of 31Sl 

March 2021 is given below: 

Table I: Shareholding pattern of BIAL 

Shareholder Shareholding (in %) 

Fairfax Holdings 54% 

Siemens Project Ventures Gmbll 20% 

Airports Authority of India - (Gol ) 13% 

Karnataka State Industrial lnlrastructurc Development Corporation Limited (GoK) 13% 

Total 100% 
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1.2 Tariff setting principles for BlAL 

1.2.1 The legislature has provided policy guidance to the Authority regarding determination of tariff for 
aeronautical services under the provisions of the AERA Act. The Authority is required to adhere to this 
legislative policy guidance in discharge of its functions in respect of major airports. These functions 
are indicated in Section 13 (I) of the AERA Act, which reads as under: 

0) "to determ ine the tarifffor aeronautical ser vices taking into considerat ion 

i. the capital expe nditure incurred and timely investment in improveme nt ofairp ort facilities; 

ii. the service provided. its quality and other relevantfactors: 

iii. the cost f or improving efficiency; 

iv. eco nomic and viable operation of major airports ; 

v. revenue receivedfrom services other than the aeronautical services; 

vi. concess ion offered by the Central Governm ent in any agre ement or memorandum of 

understanding or otherwise; 

vii. any otherfacto r which may be relevant/or the purposes ofthis Act. 

Provided that dlffe rent turiff'structures lIIay he determinedf or different airp orts having regard to 

all or any ofthe above considerations specified at sub-clauses ( i) to (vii) ; 

h) to determine the amount ofdevelopmentfees in respect ofmajor airports: 

c) to determine the am ount ofpassenger servi celee levi ed under rule 88 ofthe Aircraft Rules, / 937 made 

under Aircraft Act, /93-1 (22 of1934); 

d) to monitor the set performance standards relating to quality, continuity and reliability 0/ service as 

may he sp ecified hy the Central Governm ent or any auth ority authorized by it in this behalf; 

e) to call for su ch in/ormation as ma y he necessary to determine the tariff under clau se /3( /)(a) . 

.I) to perform s uch otherfunctions relating to tariff as may be entrusted to it by the Central Government 

or as may he neces sary to can}' out the pr ovisions a/this Act. .. 

1.2.2 Further, the Authority had issued Order No.13/20 I 0-11 dated 12th January 20 I I - " In the matter of 
Regulatory Philosophy and Approach in Economic Regulation of Airport Operators" (Airport Order) 
and "The Airports Economic Regulatory Authority of India (Terms and Conditions for determination 
of tariffs for Airport Operators) Guidelines, 20 II" dated 28th February 20 II (Airport Guidelines). 
These form the guiding principles of the Authority 's tariff determination methodology for Airport 
Operators including BIAL. 

Authority's orders applied in tariff decisions in this Tariff Order 

1.2.3 The Authority had issued Order No. 14/2016-17 on Till applicable for determination of Aeronautical 
Tariffs. Extract of the Order is as stated below: 

" ... The Authority will infuture determine the tar!lli' of major airp orts under "Hybrid Till" wherein 

30% ofno n-aero nautical revenu es will be used to cross-subsidize aeronautical charges . Accordingly, 

to that extent the airport operator guidelines ofthe Atttho rity shall he amended. The provisions a/ the 

Guidelines issu ed by the Authority, oth er than regulatory till, shall remain the same ... ". Accordingly, 
the above order No. 14/2016-17 was applied by the Authority in determination of aeronautical tariffs 
for Second Control Period and the same order is being applied for the tariff determination for the Third 
Control Period. 
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1.2.4	 The Authority had also issued Order No. 35/2017-18 dated It h January 2018 together with 
Amendment No. 0 I to Order No. 35/2017-18 dated 9'hApril 2018 detailing the useful lives of Airport 
Assets. The Authority has considered this Order on depreciation for BIAL effective from I April 20 I8 
in the Second Control Period. The same approach is being followed in the Third Control Period. 

1.2.5	 The Authority issued Order No. 07/2016-17 dated 06'h June 20 16, in the matter of Normative Approach 
to Building Blocks in Economic Regulation of Major Airports - Capital Costs Reg. Nonnative 
Approach Order is applicable to BIAL as it is a major airport and will be appropriately applied by the 
Authority in tariff determination process. 

1.3 Past Tariff detel'mination history 

1.3.1	 A brief on the timeline of events for the First Control Period is as follows: 

a)	 BIAL vide their letter no. BIALIAERA/MYTP/20 I I dated 14th September 20 II , in compliance of 
Order of Hon'ble High Court of Delhi, submitted its MYTP proposal for the First Control Period 
starting from FY 2011-12 to FY2015-16 for tariff determination for the Authority's consideration on 
14th September 20 I I. 

b)	 Pursuant to their submission, a series of discussions / meetings / presentations were held on the proposal 
including discussions in respect of the financial model developed by HIAL for this purpose. 

c)	 The Authority considered and analysed the views of various stakeholders on the proposals of the 
Authority on various building blocks in respect of determination of aeronautical tariff for BIAL and 
determined the aeronautical tari ff vide its Order No. 08/2014-15 dated lOth June 2014 in the matter of 
Determination of Aeronautical Tariff in respect of BIAL for the First Control Period (I st April 20 II 
3 Ist March 2016). 

1.3.2	 A brief on the timeline of events for the Second Control Period is as follows: 

a)	 BIAL made its initial MYTP submissions in March 2016 under Single Till and 30% Hybrid Till. BIAL 
had subsequently responded to certain queries by the Authority during the period November 2016 to 
January 2017. During January 2017, BIAL had submitted that BIAL was in the process of updating its 
Business Plan consequent to changes in design space of the proposed TerminaI 2 building. 

b)	 BIAL had submitted the updated Business plan in April 2017. Subsequently, BIAL was requested to 
submit complete details relating to the proposed Capital Expenditure project, which was submitted by 
BIAL in June 2017 - July 2017. 

c)	 Clarifications were received from BIAL on the Business plan in January 2018 - February 2018. BIAL 
had submitted additional updates and submissions relating to proposed capital expenditure on 27th 
February 2018, 13th March 2018 and 21st March 20 I8. BIAL has also submitted details of accelerated 
/ additional depreciation in April 2018 . 

d)	 The time period of MYTP submission and evaluation between 2016 and 2018 is due to changes in 
Management at SIAL in March 20 J7, changes made in Business Plan due to changes in Terminal sizing 
and other assets, furtherupdates provided by BIAL on Capital Expenditure, time taken for review of 
the Capital Expenditure proposals by Consultant and related items. 

e)	 Pursuant to their submission, a series of discussions/ meetings/presentations were held on the proposal 
including discussions in respect of the financial model developed by BIAL for this purpose; 

f)	 Based on the Stakeholder Consultation and submissions of all stakeholders, BIAL submissions to 
Consultation Paper and response to stakeholder comments, the Authority passed the Tari ff Order vide 
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Order No. 18/2018-19 dated 31st August 2018 for Second Control Period. AERA vide corrigendum 
dated 4th September 20 18, issued a revised tariff card. 

g) BIAL filed an appeal against Order No. 18/2018 - 19 in Hon'ble TDSAT vide appeal No.8 of 2018 
dated 14th March 2019. BIAL had also filed an interlocutory application, M.A. No. 449/2018 
requesting for interim relief by way of staying operation of certain portion of the Order No. 18/2018
19 and for permitting BIAL to collect charges as per the rate card of the First Control Period. 

h) Hon'ble TDSAT passed an interim order on 14th March 2019 ("Hon 'ble TDSAT Interim Order"), 
permitting BIAL to collect UDF of First Control Period for a limited period of four months - from 16th 
April 2019 to 15th August 2019. 

1.4 Aon'ble TDSAT dil'ections with regards to decisions taken by AERA 

1.4.1 Pursuant to BIAL's appeal against Order No. 18/2018  19, Hon'ble TDSAT has issued its order on 
161h December 2020 for BIAL. The matters for the first and the Second Control Period raised by BIAL 
under its appeal and the judgement passed by Hon'ble TDSAT with regards to the same is given below. 

1.4.2 AERA has looked at Hon' ble TDSAT directions and have applied the directions as applicable under 
the various regulatory building blocks towards tariff determination for the Third Control Period. 

104.3 The major decisions of HUll 'ble rDSA Tare described below: 

a) The dual/hybrid Till model for Bangalore Airport is as per request made by BIAL and accepted by 
AERA on the basis of directives of MoCA. Demand of FIA for single Till cannot be accepted because 
the directives are under Section 42 of the Act. 

b) The claim of BIAL that there is additional land beyond the airport precincts and therefore, beyond the 
tariff determination power of the Authority cannot be accepted. Income from such land has been 
correctly treated as non-aeronautical revenue. 

c) The claim for pre-Control Period losses as determined in various parts of Para 5 of the first tariff order 
and virtually reiterated in the next tariff order are set aside and the claim is remitted back to AERA for 
fresh consideration on its own merits and in accordance with law. 

d) The claim of BIAL for 21.66% equity IRR is not found acceptable as it is not promised or guaranteed 
in terms of any agreement between the concerned parties. 

e) The decision to impose 1% penalty by way of reduction of the value of the Terminal II Building from 
ARR is just, proper and within the jurisdiction of the Authority because the word ' penalty ' has been 
used differently in a pecu Iiar context. 

f) The order that BIAL should offer explanation if the cost incurred exceeds 10% of the cost approved by 
the Consultant suffers from no error and is within the powers of the Regulator. 

g) Grant of 10% as tax cost by way of estimate made subject to truing up does not require interference 
but the Authority has to be cautious that the availability of adequate cash tlow also has to be kept in 
mind in a holistic manner. 

h) Decision of the Authority in excluding Rs. 69045 crores from the opening RAB of the First Control 
Period suffers from no error. 

i) Challenge by BIAL to the decision of AERA to grant uniform exemption to all transit/transfer 
passengers transiting within 24 hours, from the payment of UDF does not merit acceptance. 

j) 
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k)	 The decision of the Authority to consider interest income as non-aeronautical revenue is correct and 
BIAL's claim to exclude such income altogether is not found acceptable. 

I)	 The direction of the Authority in both the tariff orders requiring BIAL to ensure service quality at the 
Airport is in conformity with the performance standards as indicated in the Concession Agreement is 
within the jurisdiction of the Authority and requires no interference. 

rn)	 The decision of the Authority to not allow CSR expenditure as a cost of the Airport Operator is not 
proper and is set aside. The Authority shall pass consequential orders so as to prevent loss of or 
reduction in the determined fair return to the equity holders. Necessary truing-up exercise shall be 

done accordingly. 

n)	 The treatment by the Authority in respect of Lease Rentals and Infrastructure Recovery is proper and 
requires no interference. 

0)	 Issues raised by BIAL in respect of cost of debt do not require any interference with the impugned 
tariff orders. 

p)	 The plea for light touch regulation has rightly not been accepted by AERA. A preliminary issue raised 
by RIAl. as to maintainability of appeal by FIA is found to be without merits. 

q)	 As held earlier, the plea of FIA for single Till approach cannot he accepted. 

1')	 Due to delay in the first tariff order the recovery period got shrunk to 21 months causing unnecessary 
burden on the users. This needs to be avoided by AERA but for this reason the tariff order does not 
require any interference. 

s)	 The grievances raised by FIA against the decisions in respect of initial RAB have no merits. 

t)	 The decision of AERA to allow in the peculiar facts depreciation up to 100% of the value of the assets 
suffers from no error. 

u)	 Allowing bad debts to be recovered as operating expenses is a bad precedent and should not be followed 
in future because users should not be put to penalty for no fault of theirs. However, for pragmatic 
reasons such decision for the First Control Period is not set aside. 

v)	 The practice approved by AERA permitting different treatment to Airlines in respect of landing and 
taking-off charges and parking charges is discriminatory and impermissible. However, since it has not 
been carried on during the Second Control Period, hence again for practical reasons alone, the decision 
is not being reversed. But AERA is requested to be more cautious in such matters in the future. 

1.5 Tariff submission by BIAL for 3rd Control period 

1.5.1	 BIAL submitted its MYTP proposal dated 24 th July 2020 to AERA for the 3rd control period (FY 2022 

- FY 2026). 

1.5.2	 The Authority has examined the MYTP submitted by BIAL and veritied the data with reference to 
Balance Sheet and P&L account from audited financial statements of BIAL, examined the projections 
for the Third Control Period and raised queries / sought clarifications on the information provided by 
BIAL for finalizing this consultation paper. 

1.5.3	 BIAL has submitted the MYTP for the Third Control Period from FY 2022 to FY 2026, the document 
is available on the AERA website along with the Consultation Paper. 

1.6 Studies commissioned by Authority 

1.6.1	 The Authority conducted the following studies for the purpose for its current assessment: 
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a) Study on allocation of Assets between Aeronautical and Non-Aeronautical Assets (refer Annexure 3 
for summary of the report) 

b) Study on efficient Operation and Maintenance Costs (refer Annexure 4 for summary of the report) 

c) Study on determination of Cost of Equity (refer Annexure 5 for summary of the report) 

1.7 Issuance of Consultation Paper and Receipt of Stakeholder Comments 

1.7.1 SIAL had filed the Multi Year Tariff Proposal (MYTP) for the Third Control Period seeking revision 
in aeronautical tariffs. AERA had examined the points raised by BIAL in their MYTP and had 
published the Consultation Paper for KIA, Bengaluru for the Third Control Period on June 22, 2021 

for stakeholder comments and discussion. The Consultation Paper has proposed yield per passenger 
(YPP) of INR 447.53 at the beginning of the Third Control Period as against SIAL's requested yield 
per passenger of INR 1,546.55. 

1.7.2	 The Authority had appointed an Independent Consultant Mis KPMG to assess the MYTP submitted by 
the airport operator of Kempegowda International Airport, Bengaluru. Accordingly, Mis KPMG has 
assisted the Authority in examining the MYTP of the airport operator and including verifying the data 
from various supporting documents submitted by the Airport Operator, examining the building blocks 
in tariff determination and ensunng that the treatment is as per Authority's methodology, approach, 
ctc. 

1.7.3	 The Authority issued the Consultation Paper no. 10/2020-21 dated 22 June 2021 inviting suggestionsl 
comments from the stakeholders on various building blocks and the proposals of the Authority with 
the following timelines: 

•	 Date of Issue of the Consultation Paper: 22 June 2021 

•	 Date of Stakeholder Consultation Meeting: 9 July 2021 

•	 Date for submission of written comments by Stakeholders: 20 July 2021 

•	 Date for submission of counter comments: 30 July 2021 

The stakeholders meeting was held on July 9, 2021 the minutes of which are published on the AERA 
website. Stakeholders gave their written comments post the stakeholder meeting ti II 20 JuIy 2021. The 
consultation process concluded with the receipt of counter comments on stakeholder views from the 
airport operator on 30 July 2021. 

1.7.4	 The following stakeholders have provided their comments on the Consultation Paper whose comments 
are available on the AERA website: 

•	 Sangalore International Airport Limited (SIAL) 

•	 Chief Secretary, Government of Karnataka (GoK) 

•	 Additional Chief Secretary, Infrastructure Development Department, Government of Karnataka 
(GoK) 

•	 FIH Mauritius Investments Ltd. 

•	 Siemens 

•	 Mumbai International Airport Limited (MIAL) 

•	 Association of Private Airport Operators (APAO) 

•	 lATA 

221 P a g e 



Order No. III 202I-22jor the Third Control Period KIA. Bengaluru 

• Federation of Indian Airlines (FIA) 

• Air India 

• Blue Dart 

• Federation of Freight Forwarders' Association in India (FFFAI) 

1.7.5	 The stakeholders, apart from BIAL, who have provided their comments pertaining to the mentioned 
regulatory building blocks are given below: 

Table 2: Chapter-wise stakeholder comments on the proposals of AERA 

S no. 

Components impacting tariff 

determination for third control period 

Stakeholders who have commented (apart from BIAL) 

Siemens. MIAL, APAO. lATA. rI A 
I. True -up of pre-control period 

2. True-up of first control period lATA 

RAB - Govt. of Karnataka. 1'11-1 Mauritius. Siemens. MIAL. 
APAO. FlA. lATA 
WACC - IATA 
Dcprcciution - P1H, Siemens. ~vIIAL , APAO, IAT/\ 
Operatiug, Expenditure - lATA 
Taxation - No comments I 

Non-aeronautical revenue -lATA 
Aeronautical revenue - lATA 
True-up of second control period - FIA 

Govt, of Karnataka. infrastructure Development Department 
(UoK). FIH Mauritius. Siemens. MIAL. APAO. lATA. FIA 
and DIAL 

3. Iruc-up l)f~l ~l ~l)nrl control period 

4. 
Traffic projections lor the Third Control 
Period 

5. 
Regulatory Asset Base (RAB) & 

Depreciation lor the Third Control Period 

Govt, of Karnataku. Infrastructure Development Department 
(UoK). I'll-! Mauritius. Siemens. MIAL. APAO. FlA. lATA 
and AOC 
rI H Mauritius. Siemens. MIAL. APAO. lATA. FIA and Blue 
Dart 
FIH Mauritius. Siemens. APAO, lATA. FlA. AOC and Blue 
Dart 

FIH Mauritius, Siemens. MIAL. APAO. lATA and FIA 

6. 
Weighted Average Cost ofCapital 

(WACC) lor the Third Control Period 

7. 
Operating expenses lor the Third Control 
Period 

8. 
Non-aeronautical revenue lo r the Third 
Control Period 

9. Taxation lor the Third Control Period lATA 

lATA and FIA 10. 
Working Capital Interest lor the Third 
Control Period 

II. Inflation lor thc Third Control Period -

lATA 12. 
Quality of Service for the Third Control 
Period 

13 . 
Aggregate Revenue Requirement lor the 
Third Control Period 

Government 01' Karnataka. lATA. FlA. AOC. Air India, Blue 
Dart, Spic e.let, Air Vistara , Air Asia. DACAAI. FFFAI 

1.7.6	 No inputs were received from Ministry of Civil Aviation (MoCA) as part of the Consultation process. 
The counter comments from BIAL and other stakeholders were received on July 30, 2021. 

1.7.7	 All the comments received from the stakeholders including BIAL in response to Consultation Paper 
no. 10/2021-22 are uploaded on the AERA website. 
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1.7.8	 Based on the various observations received from the stakeholders along with revised submissions of 
the airport operator, Authority has examined and finalized various decisions pertaining to the regulatory 
building blocks based on which this tariff order is being issued. 

1.8 Construct of the Tariff Order 

1.8 .1 The Tariff Order is structured under various chapters with this chapter listing out the background of 
the Authority 's tariff determination. Chapter 2 lists out BIAL's submissions regarding pre-control 
period as part its submission for the Third Control Period. The Authority has summari zed its earlier 
analysis and decision as per the Order of Second Control Period against each point submitted by BIAL 

regarding true up of the First Control Period. This is followed by the Authority 's current examination 
and proposals regarding the true up for First Control Period as part of current tariff determination 

process. The same is followed by comments from various stakehold ers and counter comments from the 
airport operator and followed by Authority's examination and Final decision on the subject matter . 

1.8.2	 Chapter 3 lists out SIAL's submissions regarding true up for the Second Control Period with respect 
to specitic issues followed by a summary of the Authority's analysis and decisions regarding the 

various building blocks for the Second Control Period as per the Second Control Period Tariff Order 
pertaining to those specific issues, This is followed by Authority' s current examinat ion and proposals 
on the specific issues regarding the true up for the Second Control Period. This chapter also discusses 
the assessment and the outcome of the studies conducted by the Authority regarding asset allocation 
ratios between aeronautical and non-aeronautical assets and efticient cost segregation between 
aeronautical and non-aeronautical operating expenses. The summary of these reports is given under 
appendices to this tariff order. The same is followed by comments from various stakeholders and 
counter comments from the airport operator and followed by Authority 's examination and Final 
decision on the subject matter. 

1.8.3	 Chapter 4 - 13 discuss BIAL's submissions and the Authority 's examination of SIAL's submission s 
along with its decisions with respect to various building blocks pertaining to the Third Control Period. 
The same is followed by comments from various stakeholders and counter comments from the airport 
operator and followed by Authority's examination and Final decision on the subject matter. 

1.8.4	 Post the analysis and discussion on various building blocks including true up for the earlier control 
periods, Chapter 13 presents the revised Aggregate Revenue Requirement as determined by the 
Authority based on the various decisions of the Authority is presented along with the final decision in 
tariff for the Third Control Period in this chapter. 

1.8.5	 Chapter 14summarized the key issues arising from unprecedented impact of COVID-19 . 

1.8.6	 Chapter 15 summarizes the Authority 's decisions regarding each of the building blocks. 

24 I P ag e 



2 

Order No. 11/2021-22 for the Third Control Period KIA. Bengaluru 

REVIEW OF PRE-CONTROL PERIOD 

2. I True-up of Pre-control period 

2.1.1 Pre-control period refers to the period from Airport Opening Date (AoD) to the start of First Control 
Period, that is, I April 20 I I. 

2.1.2 The Authority in its analysis for the pre-control period has referred to the following documents: 

a) Consultation Paper no. 141 2013-14 dated 26'h June 2013 (CP 14) for determination of aeronautical 
tariffs of BIAL for the First Control Period under single till (I April 20 II to 31 March 2016) 

b) Consultation Paper no. 22/2013-14 dated 24th January 2014 which was an addendum to CP 14 (CP22) 
under shared till 

c) Order no. 08/2014-15 dated 10th June 2014 for BIAL in determination of aeronautical tariffs for First 
Control Period 

d) Consultation Paper no. 05/2018-19 dated 17th May 2018 for determination of aeronautical tariffs of 
BIAL for the Second Control Period (I April 2016 to 31 March 202 J) 

e) Order no. 18/ 20 JS-19 rlfltf.c!) Isr August 2018 lor BIAL in determination of aeronautical tariffs for 
Second Control Period 

f) BlAL's letter to MoCA dated 12th November 2007 for sanction of UDF 

g) MoCA's letter to BIAL dated 3rd April 2008 for ad-hoc International UDF 

h) MoCA's letter to BIAL dated 9th January 2009 tor ad-hoc Domestic UDF 

i) BIAL's letter to MoCA dated 23rd January 2009 

j) BIAL's letter to MoCA dated 18th February 2009 

k) MoCA' s letter to AERA dated 6th October 2009 

I) BIAL's letter to AERA dated 22nd January 2010 

Background on Pre-control Period as per previous Consultation Paperl Orders for BIAL 

First control period 

2.1.3	 The Authority noted the sequence of events related to pre-control period from Consultation Paper no. 
1412013-14 dated 26'hJune 2013 (CP 14) tor determination of aeronautical tariffs of BIAL for the First 
Control Period'under single till and Consultation Paper no. 22/2013-14 dated 24'hJanuary 2014 which 
was an addendum to CP 14(CP22) under shared till of First Control Period as given below: 

a)	 BIAL requested MoCA for sanction of UDF on domestic and international passengers at Rs. 675 per 
departing domestic passenger and Rs. 955 per departing international passenger respectively. Refer to 
Appendix LA. 

b)	 MoCA in response granted ad-hoc UDF of INR 1070 on international passengers and ad-hoc UDF of 
INR 260 on domestic passengers. The Authority noted that certain information was awaited from BIAL 
at the time of issue of these charges. Refer to Appendix LB. 

c)	 BIAL in response requested MoCA for revision in domestic UDF stating" ... we consider an interim 
adhoc UDF amount oI INR 375/- as reasonable and justifiable. pendingfinal approval by the Ministry 

/ Regulator ... ". Refer to Appendix LC. 
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d)	 SIAL later reiterated its request by stating ' f or a revision in the domestic adhoc UDF to at least INR 

3751- pel' departing passenger (on par with that of Hyderabad International Airport Limited) ... ". 

Refer to Appendix I.D. 

e)	 In response to SIAL's letter dated 181h February 2009 seeking revision in the approved UDF, MoCA 
forwarded the request for increase in UDF to AERA. Refer to Appendix I.E. 

f)	 The Authority requested SIAL to submit requisite information and later followed up on the same. SIAL 
vide its letter dated 22"d January 20 I0 informed AERA that " ... as you may be aware, G VK has taken 

over the management 0/BIAL w.e.f. 19'"January 20 10, Whereas there is definitely a need/or increase 

ofUDF, BIAL would like to understand in detail the parameters/or sanction ofUDF in the process of 

being finalized by AERA, Once the parameters are understood BIAL will submit the appropriate 

in/ormation at the earliest possible ... ", Refer to Appendix I.F. 

g)	 The Authority followed up on the matter and sent a reminder to SIAL on 21s l September 20 10 to SIAL, 
requesting for the submission, to which SIAL responded that: 

"Kindly note that as mentioned in BIAL letter dated 22m{.January 2010, BIAL would like to understand 

in detail the parameters a/sanction of UDF. Further BIAL is in advanced stages offinalizing the 

Master Planfor evpnnsion of Ternunal One and construction ofTerminal 2. Also. AERA is yet tv come 

up with the guidelines for Economic Regulation in the airport. In view of th« above, yOIl would 

appreciate that it would he appropriate/or BIAL to submit the revised computation ofUDF once AERA 

conies up with the regulatory philosophy and guidelines jar regulated charges as well as BIAL 

completes the Master Plan. " 

h)	 The Authority noted that when SIAL made a submission of UDF of INR 375 per pax to MoCA, SIAL 
would have undertaken certain methodology to compute the proposed UDF. The Authority expected 
SIAL to submit the information on computation of UDF for its evaluation even if the regulatory 
philosophy of the Authority was not finalized. 

i)	 The Authority in its analysis of Consultation Paper no. 14/2013-14 dated 261h June 2013 (CPI4) for 
determination of aeronautical tariffs of SIAL for the First Control Period under single till and 
Consultation Paper no. 22/2013-14 dated 241hJanuary 2014 which was an addendum to CPI4 (CP22) 
under shared till also noted the following: 

•	 Schedule 6 of the Concession agreement provided SIAL the right to charge Landing and Parking 
charges which could be the higher of AAI tariff effective 200 I duly increased with intlation index 
up to the Airport Opening Date or the then prevailing tariffat other AAI airports, SIAL had adopted 
the then prevailing tariff at other AAI airports, without any increase. 

•	 Authority also noted from the contents of SIAL's letter to MoCA dated 121h November 2007 
wherein SIAL had agreed to keep landing, parking charges and PSF charged unaltered in the first 
year of operations, as well as use non - aviation revenues to compensate (short term) deficits of 
the aviation segment. Refer to Appendix I.A for details. 

j)	 The Authority also noted that under the Concession Agreement dated 5th July 2004 entered between 
the Government of lndiaIGol) and SIAL wherein the definition of UDF stated that .... .BIAL will be 

allowed to levy UDF, w.e.fAirport Opening Date ... ". Refer Appendix I.G for the relevant details. 

k)	 Accordingly, the Authority in Consultation Paper no. 14/ 2013-14 dated 26'h June 2013 (CP 14) for 
determination of aeronautical tariffs of SIAL for the First Control Period under single till had 
considered pre-control period for the period commencing from the date of commercial operation of the 
airport by SIAL (241h May 2008) till the commencement of the First Control Period (3' 'I March 2011). 
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I)	 The Authority had not considered any pre-Airport Opening Date (AoD) demand submitted by BIAL 
and had given the appropriate reasons in Consultation Paper no. 141 2013-14 dated 261h June 2013 
(CP 14) for determination of aeronautical tariffs of BIAL for the First Control Period under single till 

m)	 The Authority had made the necessary changes to BIAL's submission as given in Table 8 of 
Consultation Paper no. 141 2013-14 dated 261h June 2013 (CP 14) for determination of aeronautical 
tariffs of BIAL for the First Control Period under single till and calculated the Pre - control period 
shortfall claim as INR 33.17 cr. in Consultation Paper no. 14/2013-14 dated 26th June 2013 (CP 14) for 
determination of aeronautical tariffs of BIAL for the First Control Period under single till (Refer 
Appendix I.H ). 

n)	 The Authority had also analysed the Balanced sheet of BIAL for the pre - control period and noted that 
BIAL had made profits in the years 2009-10 and 2010-11 and the Authority had noted that these profits 
are sufficient to wipe out the losses of its first year of operation namely 2008-09. 

0)	 BIAL in Consultation Paper no. 22/2013-14 dated 241h January 20 14which was an addendum to CP I4 
(CP22) under shared till submitted its revised computation of pre-control period losses under single till 
and 30% shared till amounting to INR 178.7 and INR 496.64 respectively. 

p)	 The Authority in Consultation Paper no. J.lI 20 13-14dated 74 th January 2014 which was an addendum 
to CP 14 (CP22) under shared till noted the report of ElL and accordingly reduced INR 69,45 cr. from 
the value of the asset capitalized by BIAL in FY2009, 

q)	 Making the necessary adjustments, the Authority had calculated the pre - control period shortfall as 
INR 1.88 cr. in Consultation Paper no. 22/2013-14 dated 24th January 2014 which was an addendum 
to CP 14 (CP22) under shared till (Refer Appendix I.I for the computation). 

1')	 The Authority had noted the response from stakeholders on pre-control period as well as the clauses in 
the AERA Act (Some responses and relevant extracts from AERA Act are produced in Appendix l.J). 

s)	 Accordingly, the Authority considered only the period from I st September 2009 till 31st March 20 II 
i.e. the period during which the Authority had been given the powers of determining tariffs for 
Aeronautical Services including UOF. Since, BIAL did not post any loss in FY20 I 0 and FY20 II, the 
Authority had proposed that no pre-control period shortfall claims be reckoned in case of BIAL in 
Consultation Paper no. 22/2013-14 dated 241h January 2014 which was an addendum to CP 14 (CP22) 
under shared till (addendum to Consultation Paper no. 14/2013-14 dated 261h June 2013 (CPI4) for 
determination of aeronautical tariffs of BIAL for the First Control Period under single till). 

2.1,4	 Based on the above discussion, the Authority came out with its decision in the First Control Period 
order as given below: 
"The Authority decides not to consider any Pre-control period losses /0 be reckoned in computation 

ofAeronautical Tariffs for the current control period. " 

Second Control Period 

2.1.5	 The relevant discussion 1submissions in the Second Control Period are summarized below for the easy 
reference of stakeholders: 

a)	 BIAL in its MYTP submission for the Second Control Period submitted a pre - control period shortfall 
of INR 1,6 J I cr. under recovery till the beginning of FY 2017 and computed the ARR of pre - control 
period under 30% shared till amounting to INR 1415.25 cr. BIAL also considered the pre - Airport 
opening Date losses as part of operating expenditure for the first year of pre - control period. 

b)	 The Authority reviewed the approach followed in the First Control Period and decided to take ARR 
approach instead of losses into account on a 40% hybrid till considering expansion needs of BIAL and 
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ensuring similar treatment with HIAL and giving effect to other adjustments and computed the over-
recovery as INR 141.55 cr. as given in Appendix I.K. 

c)	 The Authority also noted the stakeholder's comments based on the Authority's approach and gave 
relevant reasons for the same. Stakeholders comments as well Author ity' s responses are produced in 

Appendix I.L. 

d)	 Accordingly, the Authority had decided the following in para 5.6.9 and 5.6.\ 0 of the Second Control 
Period order: 

•	 "Normally the Authority should confine its tariff determination process to the Control Period 

•	 In case an airport operator claims that there were losses in the pre-control period, the Authority 
may take into consideration any shortfall in revenues from the ARR from the time of its formation 
i.e. Ist September 2009. 

•	 The Authority shall consider the shortfall in revenues and not the losses as in the books of accounts . 

•	 In case there is no shortfall , the Authority shall limit its tariff determination process only to the 
control period. 

•	 This approach will imply that the over recovery as assessed for the period from September 2009 
tor the Second Control Period will nor be clawed back and that the decision taken by the Authority 
in the First Control Period will be allowed to stand. 

•	 The Authority notes that this matter is sub-j udice and the Authority would take a suitable view in 
accordance with the orders of the Appellate Tribunal in this matter" 

Analysi s of Third Control Period 

RIAL's Third Control Period MYTP submission w.r.t, pre-control period 

2. 1.6	 BIAL in its submission for the Third Control Period has requested the Authority to consider the pre-
control period shortfall and accordingly has submitted the following computation together with the 
carrying cost as at the beginn ing of Third Control Period as follows: 

Table 3: Pre - control period shortfall with carrying cost as submitted by RIAL in its MYTP 
submission for Third Control Period under 30% shared till 

Particulars FY 2009* FY 2010 FY2011 Total 

Average RAI3 

Fair Rate of Return 

Returnon RAil 

WC interest 

Depreciation 

Opex 

Tax 

Less: 30% of non-aero revenues 

Add: Concession fee 

ARR 

Actual collections 

(Under) / Over recovery 

(Under) / Over recovery with indexation 

1.667.44 

9.46% 

134.87 

1.615.27 1.504.85 

10.19% 11.20% 

164.61 168.59 

0.5 \ 

104.59 

176.87 

0.81 

(40.01) 

6.82 

384.46 

0.79 0.68 1.98 

123.58 123.80 35 1.97 

136.83 141.17 454.87 

0.00 0. 12 0.93 

(52.12) (62.04) -154.17 

11.73 13.37 31.92 

385.42 385.69 1,155.57 

170.58 

(213 .88) 

(257.98) 

293.15 334.24 797.97 

(92.27) (51.44) -357.59 

(101.67) (51.44) -411.09 
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Particulars FY 2009" FY 2010 FY 2011 Total 

(Under) / Over recovery till beginning of 
CPI 

-411.09 

(Under) / Over recovery till bcginning of 
CP3 

-1,573.22 

'I' Y2009 - 24'h May 2008 1031,1 March 2009 

Authority's analysis of pre-contr?1 period 

2.1.7	 The Authority has carefully analysed the submissions of BIAL relating to pre-control period and the 
judgment given by Hon'ble TDSAT dated 16'h December 2020. 

2.1.8	 The Authority has reviewed the pre-control period submission of BIAL and verified the data in 
reference to the audited financial statements of BIAL. 

2.1.9	 The Authority has reproduced below paras 46 and 47 of the Hou'ble TDSAT judgement dated 16 
December 2020: 
"Para 46 - The contention advanced on behalfof BIAL appears to have merit, especially in view of 

decision of this Tribunal in the case oj'DIAL wherein facts and figures of earlier period were 

considered by the AERA for tarif] determination and the same wos approved ~V taking a pragmatic 

view that even ifthe matter was to be remitted back to MoCA. the exercise oftariffdetennination by 

an expert body like AERA would be /lIDI'/! reliable anduseful. On a careful perusal a/discussions made 

in various sub-paragraphs ofPara 5 a/the tariff order for the First Control Period it is evident that 

the Authority was aware that /'v/oCA had granted only ad hoc UDF charges but hasfurther noted that 

since it was fixing tarifffor the periodfrom 01.04.2011, it would consider the loss, ifany, onlyfrom 

01.09.2009 to tv/arch 201/when/actually there was no loss. In Paras 5.29 and 5.30 it decided against 

the claimfor a review offinancial results ofB!AL/or the period since commencement a/operations to 

31.03.2011. /t has declined to consider the claim for the pre-control period mainly/Or the two reasons 

which have been highlighted and challenged on behalfofBtAl.. 

Para 47 - In the considered opinion a/this Tribunal, it will not be propel' to hold that in the exercise 

ofits statutory powers to providefor a purposeful and good tarifforder, the AERA should depend upon 

a directionfrom /'v!oCA to look into facts relating to ad hoc rates and resultant loss, l!any. Similarly, 

for the lapses ofMot.'A, ifany, it will not be proper now to refer the task oflooking into deficiencies in 

tariffformulation/or the period prior to First Control Period to /'v/oCA. The relevant facts, figures 

and accounts for the earlier period should have been gone into by AERA tofind out whether there was 

any merit in the claim qjB/AL. Since that has not been done, the claim for pre-control period losses 

as determined in various parts ofPara 5 ofthe tarifforderfor the First Control Period and virtuully 

reiterated in the next tarifforder are set asidefor the purpose ofremitting the claim back to AERA for 

fresh consideration on its own merits and in accordance with law and this order . " 

2.1.10	 The Authority understands that Hou'ble TDSAT has directed AERA to take a fresh view on pre-control 
period claims. The Authority has further noted that the role of the regulator which was performed by 
MoCA before the formation of AERA has been taken over by the Authority upon its formation. As 
MoCA had only approved the ad hoc UDF tariff for BIAL from 24'h May 2008 onwards (Airport 
Opening Date) without undertaking the detailed tariff determination process for BIAL, hence, in 
compliance with the Hon'ble TDSAT judgement, the Authority proposes to consider the shortfall/ 
over-recovery of the pre-control period starting from the airport opening date, i.e., 241h May 2008 till 
the start of the First Control Period, i.e., 31st March 20 I ,. 
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2.1.11	 The Authority noted that BIAL has included an amount of lNR 53.3 cr. for the period prior to the 
Airport Opening Date (AoD). The Authority proposes to not consider the pre-Airport Opening Date 
claims (i.e. INR 53.3 cr.) of BIAL based on the following: 

a)	 BIAL being a greenfield airport, the airport was under construction/ trial run prior to 24 May 2008. 
Thus, the investment/ expenditure in regulatory building blocks by BIAL were not available for 
utilization to users/ passengers. Therefore, the users/ passengers cannot be asked to pay before availing 
the services offered by the airport. Further, the operational losses prior to the airport becoming 
operational has no logic. 

b)	 Schedule 6 of the Concession Agreement is given below: 

"BIAL will he allow ed to levy UDF, 11'.e.f Airport Opening Date. dilly increased in the subsequent 

years with inflation index as set out hereunder.from embarking domestic and international passengers. 

for the provision ofpassenger amenities. services and facilities and the UDF will be used for the 

development, management, maintenance. operation and expansion ofthe facilities at the Airport . .. 

The Authority has reviewed the Schedule 6 of the concession agreement which states that BIAL's UDF 
shall be applicable only from the airport opening date. Further, the Authority noted that the investment 
in the aeronautical RAB will get capitalized from the airport opening date and consequently, the users 
should start paying from that dote onwards. Therefore, the Authority proposes that the determination 
of airport charges for the pre-control period shall be determined from the airport opening date. 

c)	 The Authority proposes to compute WACC considering the shareholders' fund and the reserves and 
surplus, if positive, that is, without reducing the negative reserves and surplus on account of the 
accumulated losses for FY 2009. Hence, the Authority proposes not to allow opening claims as of 
airport opening date in the shortfall computations. 

2.1.12	 The Authority noted that it had computed the pre-control period shortfall in the Consultation Paper no. 
05/2018-19 dated 17th May 2018 of BIAL for the Second Control Period on 40% shared till and the 
Authority had not revised the computation in the Second Control Period order of BIAL. The Authority 
has noted that MoCA has issued a directive to the Authority to adopt 30% shared till in case of HIAL. 
Accordingly, the Authority had adopted 30% shared till for pre-control period and First Control Period 
of HIAL. The Authority, hence, considering similarity of BIAL and HIAL in terms of concession 
agreements proposes to adopt 30% shared till for the computation of pre-control period ARR of BIAL. 

2.1.13	 In line with the treatment followed by the Authority for the regulatory building blocks in the Second 
Control Period order, the Authority proposes to make changes to the computation of ARR submitted 
by BIAL for the pre-control period. These changes have been summarized in the table below: 

Table 4: Changes proposed by the Authority to RIAL's computation of ARR for pre-control period 

Particulars Claim by BIAL Proposed changes by Authority 

Duration of pre-
control period 

Consider shortfall incurred 
from inception of BIAL to 
the start of First Control 
Period. 

Consider the pre-control period [rom airport opening date 
(241h May 2008) to 3 I" March 20 I I (start of First Control 
Period) as per the provisions of the concession agreement 

Cost of Equity 23.61% 
Cost of Equity is proposed as 16% which is same as the cost 
or equity approved lor the first and Second Control Period. 

Opening P&L 
Shortfall 

Opening claims of BIAI, as 
of lSI April 2008 - Rs. 53.3 
cr. has been claimed as 
shortfall in FY09 

The Authority proposes to compute WACe considering the 
shareholders' funds and the reserves and surplus. ifpositive, 
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Particulars Claim by BIAL Proposed changes by Authority 

Cti F 
Consider CtiF as non
aeronautical 

CGF revenues considered as aeronautical as per the AERA 
Act. 2008. AERA guidelines. the concessio n agreeme nt of 
BIAL and Hon'bl c TDSAT judgement dated 16'h December 
2020. 

Waivers and bad 
debts 

Included as part of opcx 

Waiver and bad debts excluded from the operating 
expenditure for computation o f ARR. Hon' ble TDSAT 
jud gement dated 16th December 2020 has also agreed to the 
stand of the Authority. 

Adjustment to RAB 
as per ElL report 

To udiust the opening RAil of FY 2009 us per ElL report. 
Hou'blc TDSAT j udgement dated 16th December 2020 has 
also agreed to the stand of the Authority. 

Bifurcati on of assets 
To bifurcate the asset block into aeronautical and non
aeronautical with the approach similar to the First Control 
Period 

Utility recoveries 
trom non - aero 
concessionaires 

Consider utility recovery from non-aero concessionaires as 
non-aeronautical revenues, Hon ' ble TDSAT judgement 
dated 16th December 2020 has also agreed to the stand o r 
the Authority. 

Real estate revenue 
Not considered us part of 
non-aeronautical reve nues 

To consider real estate revenue us purt of 11011 ueronauti cul 

revenue based on the AERA Act, 2008, AERA guidelines. 
concession agre em ent of BIAL and Hon ' b lc TDSAT 
jud gement dated 16th December 2020. 

Rental income on 
land 

Rental income considered fo r land given on lease to airport 
hotel 

lntcrest income 
Not considered as part of 
non-aeronaut ical revenues 

Interest income considered fully. without excluding interest 
from cash received from Hotel as Deposit. ll on' blc r DSAT 
judgement dated 16th December 2020 has also ag reed to the 
stand of the Authority. 

Rent and land lease 

Rent and land lease from aeronautical concessionaires to be 

considered as aeronaut ical revenue. Hon 'ble TOSAT 
judgement dated 16th December 2020 has also agreed to the 
stand of the Authority. 

Taxation 
30% non-aeronautical 
revenues added to revenues 
while computing aero tax 

Not considered the addition of 30% non-aeronautical 
revenues to the aeronautical revenues while computing aero 
tax (refer para 3.8.6.3. 8.7. 3.8.8 and 3.8.9) 

Till 
To compute ARR for the pre-con trol period on 30% shared 
till 

2.1. [4 Based on the above changes, the Authority proposes to evalu ate the shortfa ll/ over-recovery in pre

control period as per the table below: 

Table 5: Pre-control ARR and (Under) / Over recovery basis 30% shared till proposed by th e 

Authority 

Particulars FY 2009" FY 2010 FY 201I Total 

Average RA13 for calculating 
ARR 

1.563.78 1.51 5.38 1.412.49 

Fair Rate or Return 8.73% 9.52% 9.9 1% 

Return on Assets 11 6.63 144.20 139.93 

we interest 0.5 [ 0.79 0.68 1.98 

Depreciation 97.81 11 6.05 11 6.27 330. 13 
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Pa rticula rs FY 2009" FY 2010 FY 2011 Total 

Opex 

Estimated IT reimbursement 

123.36 

0.00 

132.43 

2.24 

141.59 

9.15 

397.38 

11.39 

Total gross ARR 

Less: 30% of' non-aero 

revenues 

Add: Concession fcc on 
regulated charges 
Net ARR 

Actu al revenues 

338.31 

-29.07 

9.2 1 

318.45 

230.19 

395.72 

-32.63 

15.16 

378.25 

378.96 

407.61 

-42.74 

17.26 

382.13 

431.57 

1,141.64 

- 104.44 

41.63 

1,078.83 

1,040.72 

Over! (Under) Recovery -88.26 0.71 49.44 -38.11 

factor till beginning of CPI 1.1 9 1.1 0 1.00 

Overt (Under) Recovery from 

24 May 2008 till 31 March 
2011 as on 31 March 2011 

-105.09 0.78 49.44 -54.87 

Factor till 31 March 2016 (S 
yea rs) cnnsider tng FRoR of 

10.97% 
1.68 

Overt (Under) Recovery from 
24 May 2008 till 31 March 
2011115 on 31 Murch 2016 
considering FRoR of 10.97% 

-92.33 

Factor as on 31 March 2022 
(6 years) considering FRoR of 
11.74% 

1.95 

Overt (Under) Recovery from 

24 Ma y 2008 till 31 March 
20 II as on 31 March 2022 
conside ring FRoR of 11.74% 

-179.73 

'FY2009 - 24"' May 2008 III 31" March 2009 

2. 1.15 The Authority proposes to include the shortfall/ over-recovery during the pre-control period while 
computing the ARR for the Third Control Period. 

2.1.16 The Authority understands that some stakeholders may seek legal remedy against the proposal of the 
Authority related to pre-control period shortfa ll claims for BIAL. This proposal of AERA is thus 
subjec t to the outcome of any such litigation. 

2.2 Stakeholder comments regarding pre-control period 

2.2.1	 Subsequent to the stakeholder consultation process, the Author ity has received comments/ views from 
various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 10/ 
202 1-22 with respect to the pre-control period. The comments given by the stakeholders are presented 
below: 

RIAL's comments on pr e-control peri od 

2.2.2	 The comments from BIAL with regards to the pre-control period are g iven below: 
TSDA T Judgement 
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•	 TDSAT, in itsjudgement dated 16 December 2020. had directed AERA to look into the entire pre

contr ol period/ or consideration on merits and in accordance with law. 

Background of BIAL '.I' Financial results Pre - AOD 

•	 B/AL is a special purpose vehicle established for the purp ose a/develop ing an international airport 

at Bengaluru. tv/oCA and KSII DC are shareholders holding 13% each and with directors on the 

board oj B /AL. 

•	 All expenses have been incurred by BlAL j or the sale purpose ofcreat ing airport infrastructure. 

As a mailer 0./ principle, all costs and expenses inc urred /o r creating airp ort infrastructure have 

to he recouped and this inevit ably. in any busin ess concern. would have heen recouped through 

costs a/product/services. It is requested that the underly ing principle that all costs and expenses 

incurred/or creating airport infrastru ctnre be applied irrespective ofnomenclature. 

•	 B/AL started operations on 24'1> May 2008. much before AERA came into existence. B/AL had 

sufferedfinancial losses in thefirst ye ar ofoperations. on account ofinadequate tariff. 

•	 Additionally. B/AL has also incurred losses ofR.I'. 53.3 crores upto the Financial year ending 

3 l ' March 2008. This was on account ofnon-capitalization ofcertain expenses due to the then 

prevailing accounting standards. Hence. these expenses had to he charged to the P&L 

statement and this result ed in loss on the opening date ofthe Airport. 

•	 While the IIuthor ity has cons idered the losses incurred by B/A L in the I"~ ye ar 0.(operations. it 

has not considered the losses (R.I'. 53.3 crores mentioned above). which are prior to the Airport 

Opening Date. 

Accounting Principles governing the Financial Reporting 

•	 Expenses incurred upto FY 08 and debited in the P&L account up to the commencement of 

comm ercial operations a/the Airport (ADD) include costs relating to Salaries. Legal / Professional 

Fees. Travel, Overheads etc. These expenses are reflected in the Audited Financial Statements 0./ 
the respe ctive ye ars and the same was also submitted to the Author ity jar consideration. 

•	 As per the then existing extant acco unting requir ements. all the expenditures incurred pr ior to the 

comm encem ent ofcommercial operations ofthe Airport. which are directly related to the Projects 
are capitalized by specifically allocating the cost to the respective projects. Other incidental 

expen ditures. which cannot he direct ly related to construction activity and mainly in the nature 0./ 
administrative costs such as Payroll 0.( administrative staffs. Legal & professional charges. 

Advertisement/Corporate expenses . Travelling etc. are recognized as expe nse as and when 

incurred and shown under Net Loss es during the pre-ADD period. 

•	 Relevant para graphsfront Accounting Standard /0 pronoun cements relating to cost items that can 

be cap italized and those that cannot he capitalized are as given below: 

Elements orcost 

•	 The cost ofan item ofproperty , plant and equipment comprises: 

(a) its purchase price. including import duties and non -srefundable purchase taxes. after deducting 

trade discounts and rebates. 

(b) any costs directly attributable to bringing the asset to the location and condition necessary 

f or it to be capable 0/operating in the manner intended by management. 

•	 Examples 0.(directly attributable costs are: 
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(a) costs ofemployee benefits ((IS defined in AS 15. Employee Benefits) arising directlyfrom the 

construction or acquisition a/the item ofproperty, plant and equipment; 

(b) costs ofsite preparation; 

(c) initial delivery and handling costs ; 

(d) installation and assembly costs; 

(e) costs oftesting whether the asset isfunctioning properly, after deducting the net proceedsfrom 

selling any items produced white bringing the asset to that location and condition (such as samples 

produced when test ing equipment); and 

(j) professionalfees. 

• Examples ofcosts that are not costs ofan item ofproperty. plant and equipment are: 

(a) costs a/opening a newfacility or business. such as, inauguration costs; 

(b) costs ofintroducing anew product or service (including costs ofadvertising and promotional 

activities); 

(c) costs ofconducting business in a nell' location or with a nell' class 0/customer (including cost» 

ofstefftraining); and 

(d) administration and other general overhead costs. 

• The principlefollowed, in fine with the above standards. is explained and disclosed under the Notes 

to accounts in the Financial Statement ~/FY 09. Financial statements have been submitted to the 

Authority as part a/responses to queries raised The relevant extractsfrom the submitted Financial 

statements are reproduced below. 

(vm)lnodentalExpendui 1ft?duangConstn ICtlonPf!nrxl 

modental expenditure dunngconstructionperiod(netof relatedincomearlslIlgdunngthat penod)directlyrelatedto theproject, 
incurredpnor to commencement of commercial operations IS earned forwardandallocated to the extentIdentifiable Withany 
parncular fixedasset elseIt hasbeenallocatedtovanous fixedassetsInproportion to tbercostoncommencementof ccmmero al 
operations.Incrdental expenditure not relatedto construcuon,andcorporateexpenses arerecogmsed asexpense whemncurred. 

SCHEDULE TO ACCOUNTS 

'7. NOTES ON ACCOUNTS 

The e>pe i~ ctwged to h,' Profit ~1llI L~S AcCOOnl up to the "no, In accordance " th the relev;ll1t ;lCcounllng sund.miI/ 
pronou IICernro lSrOOtl!to IhtltOlkMvlgrJ l~1es: 

<a) F' ~lha[<lo l \()ln k.'l' lll ", mlena for ""-"l'J"t1Cf1 ofM'l1timnlJleas..... l; 
(ll) Inddeutil E.<jJ<'rKl~ \I ' el1()1 r ~,tl'tl towIlS((\I(tiulI oI" UJ<! PII.l\",-l;.lIKJ 
leI E>:peI'Q tu re lIH;urreo0'''''''8 to the cc rporete S!d[\JSoI tI~ Company(Le. Cor po rate expensesI. 

• BIAL notes that AERA has commented that Operational Expenses be/ore Airport became 

operational has no logic. BIAL submits that these were actual costs incurred by BIAL at the time 

ofsetting up ofthe Airport facilities Jar the beneficial use of the Airport users in future. which 

could not be capitalized as per the extant accounting principles. Such costs are normally incurred 

at the time ofselling of large lnfrastructure facilities. Accounting treatment given to these costs 

were exactly in compliance to the applicable accounting standards as mandated under the 

Companies Act and hence the same cannot be construed as not being logical. 
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Recovery under regulatory principles 

•	 Being a regulated entity. any loss 1 costs incurred can only be recoup ed through the tariff 

mechanism ofthe subsequent periods. Denial ofthis recouping mechanism is against principles of 

naturaljustice to BIAL, as the loss is on account ofcompliance to pr evalent accounting standard, 

and not otherwise. Also, AERA '.I' principles a/True up mechanism adequately provide/or re covery 

ofcosts/ shortfalls of the past p eriods in thefuture tariff years. 

•	 If these costs wer e not expensed (!/f bill added to the Asset Base, as per Authority 's extant 

guide lines. the cost would have been recouped in theform ofdepreciation and also pr ovided a Fair 

Rate a/Return. On the contrary. BIAL has only requested/or recoupment oft he expenses incurred 

without any additional return on it, and hence BIAL requests the Authority to include th is as a part 

a/Pre-Co ntrol period loss es. 

•	 BIAL notes that the Authority has specified about the costs not benefitting the users/ passengers 

and that as per the Concess ion Agreem ent, the users have to pay only / rom the day the Airport is 

put to use. BIAL was incorporat ed only/or the purpose a/building and running the Kempegowda 

International Airport and hence the costs incurred are related to the said activity only. Due to 

pr evalent accounting standard" substantial portion of costs were capitalized whereas a small 

portion ofcost was charged offt o the P& L. All these cos ts hav e been incurred toward, construc tion 

0.( the airport facilit ies and such costs incurr ed by eve,:v Corporate Ent ity. This has also been 

explained in Direction 5 - Authority '.I' guidelines. as g iven below. 

•	 Direction 5 - Authority's guidelines itselfprovide theframework and rec ognizes that certain costs 

may be capitalized to Projects and certain other costs could be considered as part ofthe P&L (not 

cap italized). BIAL has exactlyfollowed the sam e to comply with the extant accounting standard, 

and guidelines applicable. The list belo w in Direction- 5 also includes different categories ofcosts 

viz Legal Fee, Consultancy charges etc.. Personnel costs not capitalized to Projects etc., similar 

costs are considered by BIAL as a charge to its P&L statement. 

Payroll costs filiated to capital projects shall be submitted 

separately. 
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AS.S-5.3.	 ......d ministration and general expenses - Au-po rt Opera t or( s ) shall 

s ubm i t, in specified Form Fu(c), as unde.·: 

(a)	 ,,11 gene\'a) administration and corporate costs. including break

up of <Ill expenses related thereto: 

(b)	 Pl'ovid.~d that the said ('.o8ts shall be further segregated aJ': : 

(i)	 Administration cbar-ge.s, including director's sitting fees, 

COITlITl\Jll ication expenses. travelli.ng and conveyance, 

advertisement, office rrua l rrt.e rra rroe , print1n~~ and stationery, 

other allocated overhead expenses. 

(ii)	 Legal and Auditor's Fees 

(iii)	 Consultan<.:y and advisory expenses 

(iv)	 Other cba rgos including land lease r-e rrt, insurance costs, 

TTl iscellaneolls expenses 

( c )	 Copy of Hoard approvals. c.onsuh:ancy. legal, a n d other conn-acts, 

insurance documents. i-errr agre""ITlents and other relevant 

d o<:urnt>nt" ." h a ll he subJTI itted as p ro-of thereot . 

(d) 

MOCA ',~ (UIIWC tariff determination 

•	 BIAL is a Special Purpose Vehicle Company which was incorporated on 5'" January 2001 for 

implementation 0/ Greenfield airport at Devanahalli on a Build Own Operate and Transfer 

(BOOT) model under Public Private Participation (PPP) basis . 

•	 All expenses incurred he/ore the Airport Opening Date are only/or the purpose mentioned above. 

The expenses in question are in the nature ofpre-operative expenses. Substantial portion 0/ this 

was capitalised into Project cost, while the remaining port ion, on account 0/prevailing account ing 

Standards. was taken to the P&L account. As these expenses were charged to the P& L statement, 

this reflected as loss as on the opening date ofthe Airport. The nature ofexpenses has not changed 

and only treatment in the books has changed. 

•	 Further, BIAL had also incorporated these Expenses charged to the P&L, while submitting the 

tariffproposals to "'t/DCA. Based on these submissions. MOCA hadgranted ad-hoc tariff'(domestic 

and International) to BIAL. 

•	 The Authority has been direct ed by TDSAT to consider true up for the entire pre-control period. 

The Authority '.I' interpretation 0/ not considering pr e-A00 period is incorrect and is against 

TDSAT Judgement. 

Summary 

•	 The Accounting standardsform the bedrock ofFinancial statement reporting and is to be strictly 

followed by all companies established in India. These standards are mandated by the 

pronouncements (J/Ministry ofCorporate Affairs. 

•	 BIAL hasfollowed the accounting treatment as per the applicable accounting standards. 

•	 BIAL cannot be penalized/or/allowing the standards and the law ofthe land 
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•	 These are real expenses incurred by BIAL/or selling up the airport facilities and hen ce has to be 

reimbursed to BIAL. 

•	 BIAL has no other means ofrecovery ofthes e costs other than through true up oft he ARR. 

•	 BIAL believes that the tariffperiod can be classified into thefollowing blocks: 

•	 Airport Opening Date - 24.05.2008 to 01.01. 2009 (i.e. Notification I?lAERA Act) 

•	 01.01.2009 toI2.05.2009 (i.e.. establishment o/AERA) 

•	 12.05.2009 to 01.09.2009 (i.e., notification ofpowers o/ AERA) (including Section 13) 

•	 01.09.2009 to 01.04.2011 (i.e., first tariffperiod commencement) 

•	 Accordingly, the Authority can consider, f or the period prior to establishment and notification 0/ 
powers under AERA Act (period prior to 01.09.2009) , the reference basis/or the Authority to be 

at the least , the provisions 0/ the Concession Agr eement. The concession agreement is a self

contained and detailed document, giving necessary and appropriate provisions f or tariff 

detenninat ion. 

•	 DIAL had also submitted in the past, the basis oful! expenditure (capital and operutingjfro,» the 

time its incorpora tion and considering that RIAl . isa "P I' incorporau«l only for the purposes 0/ 
developm ent of KIAB and BlAL did not undertake any other activity other than developm ent related 

activities ol KIAB. Hence, BIAL once again requests and pleads that this exp enditure needs to be 

tak en into consideration/or the purposes ofpre-control period shortfall. 

Legal remedy available to stakeholders 

•	 SIAL has noted AERA '.I' comments that certain stakeholders may seek legal remedy on Authority 's 

pr oposals on Pre-control period losses . BIAL believes that this remark ofA uthority is avertable 

and renders no meaningfor the purposes ofConsultation paper. 

•	 AERA is an indep endent regulator who determines tariff as per the applicable regulatory 

principles and its own analysis. The Authority has clearly included a section in the Con sultation 

Paper regarding TDSAT order and the consequential action being proposed by the Authority. 

•	 It is well within the knowledge 0/ every stakeholder regarding legal remedies available under 

applicable law and BIA L believes that there is no reason to include such statements in the 

Consultation Paper. 

•	 BIAL believes that the above referred AERA '.I' stat ement may he construed as tacit encouragement 

to certain stakeholders to avail legal recourse against the stated Authority's proposal made in the 

Consultat ion Paper. 

•	 We request the Authority to withdraw this paragraphfrom the Consultation Paper as this may be 

ntis interpr eted to colour the Authority '.I" intentions. 

Adjustments made ill computation ofPre-control period shortfall 

•	 Table 3 ofthe Consultation Paper lists down the various aspects a/the Building mock wherein the 

Authority has made adjustments based on its Principles. BIA L once again requests A ERA to 

consider the principles based on submiss ions and explanations provided by BIAL on these based 

on the IvlYTP documents / submissions made in previous control periods. 

•	 BIAL also submits that Authority has cons idered Notional lease rentals on Hotel/rom the Airport 

Opening date. SIAL wishes to irform that the hotel became operational only in September 2016 
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and wefail to understand how a notional lease rental can be prescribed/or an asset which was 

not even in operation in the said period oftime. BIAL 's submissions on the sallie is detailed in the 

appropriate section on notional lease rentals . 

•	 BIAL's submission on Treatment 0/30% subsidization from Non-Aeronautical Revenues to be 

considered as Taxation is elaborated in other section. 

Other stakeholder comments on pre-control period 

2.2.3 Siemens commented as follows on Pre-AoD losses and notional lease rent from BAHL as follows: 

•	 "BIAL started operations on 24th May 2008, much he/ore AERA came into existence. BIAL has 

also incurred losses of Rs. 53 crores, prior to the date of airport opening, on account of non

capitalization ofpreliminary expenses due to the then prevailing accounting standards. 

Being a regulated entity. this loss can only he recouped through the tariff mechanism for the 

subsequent period. 

Denial ofthis recouping mechanism is against principles ofnaturaljustice to BIAL, as the loss is 

on account ofaccounting standards and not because ~I BIAL. 

AF.RA is requested /0 consider pre-AOD losses as per the direction (~I TDSAT and not resort /0 

partial consideration ~Ipre-control period losses" 

•	 "AERA has proposed considering notional lease rentals/or the land leased to BAHL and treat the 
same as non-aeronautical revenue, from the date 0/Airport opening (Nth May 2008) . The hotel 
at the Airport started commercial operations only on 30th Sep 2016 and it is not logical to apply 

any lease rentals before this date. AERA is requested not to apply any notional lease rentalsfrom 

BAHL/orthe period prior to hotel operations start date. .. 

2.2.4 MIAL commented as follows on the notional lease rent from BAHL: 

•	 "The Authority has proposed to consider a notional lease rentalfrom Bangalore Airport Hotels 
Limited (BAHL) from the Airport opening date i.e. 14.05.2008, while the hotel was under 

construction in initial years and started operations only in 2016-17 and no rental was received by 

BIAL. The Authority is requested to not consider notional lease rentals for the tariff 
determination. .. 

2.2.5 APAO commented on the Pre-AoD losses and consideration of notional lease rent as follows: 

•	 "BIAL started opera/ions on 24,h May 2008, much be/ore AERA came into existence. BIAL had 
suffered losses in the first year ofoperations. on account of inadequate tariffs. Additionally, BIAL 

has also incurred losses ~I R~. 53 crs, prior to the date 0/ airport opening (FY 2006-2008). This 

was on account ofnon-capitalization ofpreliminary expenses due to the then prevailing accounting 

standards. Hence. these expenses had to be charged to the P&L statement and this resulted in loss 

on the opening date ofthe Airport. The same is reflected in the annual reports ~I BIAL also in the 

respective years. 

TDSAT, in itsjudgement dated 16 December 2020, had directed AERA to look into the entire pre

control periodfor consideration on merits . While the Authority has considered the losses incurred 

by BIAL in the I" year (~I operations. it has not considered the losses (Rs 53 crs mentioned above), 

which are prior to the Airport Opening Date. 

Being a regulated entity. this loss can only be recouped through the tariff mechanism for the 

subsequent period. Denial ofthis recouping mechanism is against principles a/natural justice to 

BIAL, as the loss is on account ofaccounting standards and not because o.IBIAL. 
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The Authority is requested to consider pre-AOD losses as per the direction of TDSAT and not 

resort to partial consideration ofpre-control period losses. " 

•	 "We have observed that the Authority has proposed to consider a not ional lease rentalfrom SA HL 

(100% subsidiary 0/ BIAL) front the Airport opening date. It is a matter offact that the Hotel 

started operations only in 2016-17 and we are unable to understand as to how AERA can ascribe 

lease rentals to an assetfor the period when it was not even operational and was actually in various 

stages ofconstruction. 

Infight ofthe above. we would request AERA to re-examine the issue ofcharging notional rentals 

for the period when the said asset itself was not operational and not consider them for tariff 

determination. " 

2.2.6 lATA agrees with Authority's approach on pre-control period and commented as follows: 

•	 "lATA noted the proposal by AERA on the treatment ofshortfall/over-recovery of the pre-control 

period andfully support the decision to reject pre-airport opening date accumulated losses/or the 

reasons mentioned in the consultation paper. This will also better reflect the cost-relatedness 

principle outlined by leAD. 

It is extremely unfortunate that AERA is calculating the under-recovery baser] on WI?;' hybrul 1111 

approach" 

2.2.7 FIA commented as follows: 

•	 FlA submits that AERA was established by the Central Government through its Notification dated 

12.05.2009. Further. Chapter 3 ofthe Airports Economic Regulatory Authority ofIndia Act. 2008. 

as amended (AERA Act) which stipulates the powers andfunctions vested in the AERA inter alia 

including determinat ion a/A eronaut ical Tariff was notified on 01.09.2009. 

Accordingly. AERA cannot retrospectively determine the BfA L 's Aeronautical Tariff when the 

aeronautical tarifffor the period prior to its formation was being determined by the Ministry 0/ 
Civil Aviation (MaCA) on an ad hoc basis. 

Without prejudice to the above. it is submitted that passengers/airlines travelling cannot be 

burdened unnecessarily on account 0/ the losses suffered by the BIAL prior to the First Control 

Period It is a settledposition oflaw that (atfuture consumers cannot be burdened with additional 

costs as there is no reason why they should bear the brunt; and (b) the regulatory authority is 

required to take into consideration the efficient working of a utility as also the interests 0/ the 

consumers while deciding the claims ofthe utilities. AERA being a creation ofthe statute is duty 

bound to balance the interest ofall the stakeholders and consumers in terms ofthe AERA Act. 

In view ofthe above, FlA requested AERA to kindly disregard/exclude claims ofpre-control period 

losses claimed by BIAL. 

Without prejudice to the above. it may be noted that true up ofpre-control, i{ considered by AERA. 

should be done on Single Till instead of30% Shared till. " 

2.3 BIAL's response to stakeholder comments regarding pre-control period 

2.3.\ On lATA's comments regarding pre-control period, BIAL has submitted as follows: 

•	 "SIAL started operations on 24th May 2008, much before AERA came into existence. SIAL has 

also incurred losses ofRs. 53.3 crores upto the Financial year ending 31st March 2008. 
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This was on account ofno n-cap italization a/certain expenses due to the then prevailing accounting 

standards. Hence, these expenses had to be charge d to the P& L statement and this resulted in loss 

on the open ing date a/the Airport. 

Expenses incurred upt o FY 08 and debited in the P& L account, 1117 to the commencement of 

commercial operations ql the Airport (AO D), include cos ts relating to Sa laries, Legal I 

Professional Fees, Trav el, Overheads etc. These expenses are re flec ted in the Audited Financial 

Stat em ents of the resp ecti ve years and the same was also submitted to the Author ity /01' 

consideration. 

BIAL submits that these were actual cos ts inc urred by BIAL at the time ofsetting up ofthe Airport 

facititiesforthe beneficial use ofthe Airport users in futur e , which could not be capitalized as per 

the extant accounting prin ciples. Su ch costs are normally incurred at the time ofsetting oflarge 

lrfrastructure facil ities. Accounting treatment given to these cos ts were exactly in comp liance to 

the applicable acc ounting standards as mandated under the Comp anies Act. 

Being a regulated entity , any loss I cos ts incurred can only be recoup ed through the tariff 

mechanism a/the subsequ ent periods. Denial ofthis recouping mechanism is against principles of 

naturaljustice to BIAL. (IS the loss is on account ofcompliance to prevalent accounting standards 

and not otherwise . Also. AERA '.I' principles a/True up mechanism adequately pro videfor rec overy 

ofcosts/ shortfalls of the past periods ill the futu re tariffyears . 

Ifthese costs were not expensed of]' but added to the Asset Base, as pel' Authority 's ex tant 

guide lines. the cost would have been recoup ed in theform ofdepreciation and also provided a Fair 

Rate ofReturn. On the contrary. BIAL has only so ughtfor recoupment ofthese expenses. and hence 

BIAL requests the Authority to include this as a part ofPre-Control period losses. 

AI/ these costs have been incurred towards construction ofthe airp ort facilities and such costs are 

incurred by evelY Corporate Entity. This has also been explained in Direction 5 - Authority 's 

guidelines. Dire ction 5 - Authority '.I' guidelines itselfprovide theframework and recognizes that 

certain costs may be capitalized to Proj ects and certain other cos ts could be considered as part of 

the P&L (not cap italized) . BIAL has exactly followed the same to comply with the extant accounting 

standards and guidelines applicable. 

SIAL cannot be penalized/ or / allowing the standards and the law ofthe land. BIAL has no other 

means ofre covery ofthese costs other than through true up a/ the ARR. 

Hy brid Till has been adop ted by AERA , pursuant to NCAP 20 16 and SIAL is in agreement with 

the same. .. 

On FIA's comments regarding pre-control period, SIAL has subrn itted as follows: 

•	 "AERA has considered the same bas ed on TDSA T order. Also. it has oniy partially impl emented 

the TDSAT order as detailed by SIAL in response to the Cons ultation Paper. We requ est the 

Authority to consider our resp onses to Consultation Paper andfactor the pre-A OD losses also in 

the computation a/Pre-control period losses. " 

2.4 Authority's examination after reviewing stakeholder comments on pre-control period 

2.4.1	 The Authority has carefully reviewed the comments received from SIAL and other stakeholders on the 
pre-control period. 

2.4.2	 To summarize, SIAL has submitted the following in response to the pre-control period proposal by 
AERA: 
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•	 SIAL was established for developing the airport at Sengaluru. SIAL had incurred expenses prior 
to the airport opening date (opening claims) which consist of expenses such as salaries, 
legal/professional fees, travel, overheads etc. These expenses have been incurred for the purpose 
of creating airport infrastructure and have been charged to the P&L due to the then prevailing 
accounting standards . 

•	 SIAL is a regulated entity and any loss/cost incurred can be recouped through the tariff 
determination mechanism only. 

•	 Direction 5 of the Authority's guidelines provide a framework for recognizing costs that may be 
capitalized and other costs that can be considered part of the P&L and hence not capitalized. The 
categories included in this direction include payroll costs, admin and general expenses etc. 

•	 SIAL has requested for reimbursement of the expenses incurred without any additional return on 
it. 

•	 MoCA had fixed only the ad-hoc tariff and as per TDSAT order, the Authority has been directed 
to consider the pre-control period based on merits. 

•	 To consider the principles for determining the pre-control period shortfall claims as per SIAL's 
MY II-' submission . 

•	 The Authority should not consider notional lease rent from hotel from the Airport opening date as 
the hotel became operational only in September 2016. 

2.4.3	 The Authority noted from SIAL 's submission as well as the comments from Siemens and APAO that 
SIAL was unable to capitalize Pre - Airport opening expenses due to the then prevailing accounting 
standards, and hence, had expensed these costs to the P&L. The Authority also noted SIAL's reference 
to the Direction 5 of the Authority's guidelines regarding capitalization and non-capitalization of 
various costs. The Authority accordingly reviewed and analyzed Accounting Standard 10and Direction 
5 of its guidelines. The Authority is of the view that though the accounting standards and Direction 5 
allow the airport operator to expense the costs not related to construction activity as part of the P&L, 
however, if the investment in the building block is not available for utilization to the users/passengers, 
they cannot be asked to pay for the same. Since, SIAL started its operations on 241h May 2008. any 
claims prior to the airport opening has no logic. The Authority had also elaborated the same as part of 
its decisions in the first and second control period order as well as in the proposal presented in 
Consultation Paper no. 1012021-22 for the Third Control Period for SIAL . The same are reproduced 
below: 

Consultation Paper/ or the First Control Period
 

"Th e Authority proposes to compute WACC considering the/ill! value of Equity invested (without
 

reducing the Accumulated losses). Hence. the Authority proposes not to allow accumulated losses as
 

ofA irport opening date (i.e Rs. 53.3 Crores) to he added to the shortfall comp utations."
 

Second Control Period Order
 

"5.6.9.3 The Authority shedl consider the shortfall in revenues and not the losses as in the books 0/
 
accounts ..
 

Consultation Paperfor the Third Control Period
 

a) BIAL being a greenf ield airport, the airp ort was under construction! trial I'IIn prior to 24 May 2008.
 

Thus, the investm ent/ exp enditure in reg ulatory building blocks by BIAL were not available for
 

41 1P a ge 



Order No. I! / 202 1-22 for the Third Control Period KIA. Bengaluru 

utilization to users/ passengers. There/ore. the users/ passengers cannot be asked to pay before 

availing the services offered by the airport. Further. the operational losses prior to the airport 
becoming operational has no logic. 
b) Schedule 6 ofthe Concession Agreement is given below: 

"BlAL will be allowed to levy UDF. w.e.fAirport Opening Date. dulv increased in the subsequent 
years with irflation index as set out hereunder.from embarking domestic and international passengers, 
for the provision ofpassenger amenities. services andfacilities and the UDF will be used/or the 
development, management, maintenance, operation and expansion ofthefacilities at the Airport. .. 
The Authority has reviewed the Schedule 6 ofthe concession agreement which states that SIAL's UDF 
shall be applicable onlyfrom the airport opening date. Further, the Authority noted that the investment 
in the aeronautical RAB will get capitalizedfrom the airport opening date and consequently, the users 

should start payingfrom that date onwards. There/ore, the Authority proposes that the determination 
ofairport charges/or the pre-control period shall be determinedfrom the airport opening date. 

c) The Authority proposes to compute WACC considering the shareholders 'fund and the reserves and 
surplus, t!'positive, that is. without reducing the negative reserves and surplus on account of the 
accumulated losses/or FY 2009. Hence, the Authority proposes not to allow accumulated losses as 0/ 
airport opening date in the shortfall computations . 

7. .4.4 Accordingly, the Authority sees no reason in changing its proposal taken as part of the Consultation 
Paper no. 10/2021-22 for the lhird Control Period for SIAL. 

2.4.5	 The Authority also noted the comments from various stakeholders on the treatment of notional lease 
rental from SAHL where the stakeholders have requested the Authority to have a relook at the notional 
lease rentals from hotel as it started operations only in FY 2016-17. The Authority had elaborated 
reasons for considering rental income from the airport hotel in Consultation Paper no. OS/2018-19 for 
the second control period and as there is no change in situation, the Authority decides to consider the 
notional lease rentals from airport hotel from airport opening date. 

2.4.6	 The Authority also noted comments from lATA on the Authority's approach on the pre-control period 
as the same is in line with the cost-relatedness principles of ICAO. The Authority is of the view that if 
the investment/expenditure in regulatory building block is not available for the utilization to 
users/passengers, they should not be asked to pay before availing those services at the airport. 

2.4 .7	 The Authority also noted comments from FIA requesting the Authority to balance the interest of all the 
stakeholders and exclude claims of pre-control period losses claimed by SIAL. The Authority 's 
proposal to consider the pre-control period is based on the Hon'ble TDSAT order dated 16th December 
2020 where FIA was also a party in the decision-making process. The Authority also notes that the 
stakeholders can still seek legal remedy against the proposal of the Authority related to pre-control 
period for SIAL. 

2.4.8	 The Authority has taken note of the comments given by lATA and FIA on the "till" to be adopted for 
the calculation of the pre-control period. The Authority had stated the reasons for computing pre
control period ARR on 30% shared till in Para 2.1.12 of the Consultation Paper no. 10/2021-22 and 
accordingly sees no reason to change its decision. 

2.4.9	 Having regards to all the above factors and the comments from various stakeholders, the Authority has 
re-examined its approach to the claim of SIAL for the pre-control period shortfall claims and decides 
on the following: 

•	 To consider the pre-control period from airport opening date (24 May 2008) till the start of the 
First Control Period (31 March 20 II) 
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•	 To undertake the changes proposed in Table 4 while computing the under! over-recovery of the 
pre-control period. 

•	 To carry forward the under! over-recovery amount computed in Table 5 for the pre-control period 

to the 3rd control period. 

2.5 Authority's decisions regarding pre-control period 

Based on the material before and its analysis. the Authority has decided the following with regards to the pre
control period: 

2.5.1	 To consider the pre-control period from airport opening date (24 May 2008) till the start of the First 
Control Period (3 I March 20 I I) 

2.5.2	 To undertake the changes proposed in Table 4 while computing the under! over-recovery of the pre
control period. 

2.5.3	 To carry forward the under! over-recovery amount computed in Table 5 for the pre-control period to 
the 3rd control period. 
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TRUE UP FOR THE SECOND CONTROL PERIOD 

3.1 Issues raised by BIAL pertaining to true up for the Second Control Period 

3.1.1	 BIAL has raised the following issues relating to the Second Control Period for true up as part of their 
MYTP submission: 

a) Regulatory Asset Base 

b) Weighted Average Cost of Capital 

c) Aeronautical Depreciation 

d) Operational expenses 

e) Treatment of various items under non-aeronautical revenues
 

f) Aeronautical taxes
 

3.1.2	 For each of the issues raised by BIAL, the Authority has looked at the decisions taken at the time of 
tariff determination for the Second Control Period and has then proceeded to examine the same as part 
of the tariff determination for the current Control Period. 

3.1.3	 The Authority proposes to examine the true up for Second Control Period, Issue wise, in the following 
manner: 

a)	 Recording and understanding of the true-up as put forth by BIAL in its submission 

b)	 Recap of decision taken by the Authority for each item of true-up at the time of tariff determination for 
the Second Control Period 

c)	 Authority 's examination and proposal regarding each item of true-up as part of tariff determination for 
the current control period. 

3.2 Authority's analysis of true up fOl' Second Control Period 

3.3 True up of Regulatory Asset Base (RAB) 

BlAL's submission for true up of regulatory asset base 

3.3.1 The Authority had approved a capital expenditure of INR 9,307 cr. as part of tariff determination order 
of BIAL for 2nd control period (Order no. 18/2018-19 dated 31 August 2018). BIAL has submitted that, 
the expansion projects cost estimates submitted in the Second Control Period MYTP by BIAL & 
reviewed by RITES includes the capitalization of certain projects in FY22, that is, beyond Second 
Control Period and the same was not covered in Table 27 of Order 18/2018-19 dated 31 August 2018, 
however these details are covered in Table 25 of Order 18/2018-19 dated 31 August 2018 by the 
Authority. 

3.3.2	 BIAL has submitted the breakup of total infrastructure cost amounting to INR 9,307 cr. as approved 
by the Authority in the Second Control Period order. The break-up of this capex cost is detailed below: 
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Table 6: Reconciliation of Table 25 with Table 27 of Second Control Period Order No. 18/2018-19 

dated 31 August 2018 as per BIAL 

S 
no 

Particulars Amount (in INR cr.) 

I 
Expansion pro jects approved on the basis of RITES report and savings submitted by 
13IAL 

8167 

2 GST ''lJJ 4% included to the Project cost 327 

3 Total Expan sion project cost inclnding CST 8,493 

4 Sustaining capex - I & II. Terminal refurbishment & Forecourts 310 

5 Special repairs & refresh capex 1.219 

6 Total cost 10,023 

7 
Expansion projects excluded in Table 27 o r Order 18/2018-19 as the same is getting 
capitalized after Second Control Period 

71 5 

8 Total capex cost approved by AERA to be capitalized in Second Control Period 9,307 

3.3.3	 SIAL has submitted the estimated cost CIt completion for expansion projects which includes projects 
getting capital ized after the Second Control Period. 

1..1 .4	 The approved costs submitted by SIAL includes 4% GST amounting to INR 327 cr. and approved 
expansion projects amounting to INR 8,167 cr.roraling INR 8,493 cr. 

3.3.5	 Some projects which were approved in the SCP order have been deferred by SIA L. SIA L has not 
proposed these projects in TCP. These are accordingly been reduced from the approved cost by SIAL. 

The details of these projects arc given below: 

Table 7: Details of projects which were approved in SCP order by Authority but deferred by BIAL 

S no Particular Description 
Amount (in INR 

cr.) 

I 

South parallel taxi 
extension to eastern 
boundary and Aircraft 
Maintenance 

,Is a tong-term stra tegy. I3IAI. had ident ified land for MHO on 

he East pa rcel ofthe airp ort along with associated 

infrastructure i.e. taxi way connecting 10 the land pa rce l. 

However. base d on the demandfrom airl ines and MRO 

ervice pro viders. it was decided that th is MRO/Hanger 

acil ily will be located in the Western side ofthe airp ort, 
idjacent to existing cargo buildings. Hence. the dec ision was 

aken 10 not execute this project in the curre nt control pe riod. 

56 

2 
Taxibots lnfrastructure & 
Additional GSE Parking 

Tim el y availability ofTaxi bot was an issue considering the 

act that it is be ing manufactur ed by veryfew vendors 

internationally and there is no producti on line in India ye t. 

Illence. this Project could not be implemented in Second 

Control Peri od. 

Orig inally. GS E parking (approx. " acres) lVas ident ified 

luring 20 17 along with Taxibots req uireme nt. II wasfelt that 

GS E p arking area was not adequately covere d in the original 

'cope and hence an additional app rox. 8000 sqm was adde d. 

II-lowe vel'. upon reassessment now. the requirement is being 

lef erred. 

63 

3 Airport maintenance 
The expansio n ofA irport maintenance fac ilities is required 10 

upp ort NSPR and il is segregated into three fu nctional areas 

airsidefaci lity. landside fac ility and the E&,\4y ards (i.e. 

98 
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Amount (in INR 
Particular DescriptionS no 

cr.) 

entr al warehouse/ storagej .The Airside and l.andside 

acilities are located adj acent to the So uth IIRFF and ex isting 

('ISF barrack and E& , \Iyard~ (i.e. central warehouse ! 

storage) are located on the north -west par/ ion a/ KIA. 

lowever, due to weak demand arising 01l{0/CO I'//)- 19 

all/break. I3IA I, has decided to accommodate landside 

naintenancefacili tv temp oraril y inside 72 basement . llence. 
his has been decided no/ /0 be exec uted in this current 

antral period. 

'IA I (IIir Navigat ion Service prov ider) had requestedfor 

tddi tional staffing space/or seco nd rIlIllV({V related 

operations. As per the earlier Master Plan. an annexlire 

building was proposed adjacent 10 the existing Admin
Airport & Airline 

building (Alpha /) . However. it was decided thai BIAL would4 6 1 
Administration Building 

'iand over the Admin building (Alpha 2) 10 accommodate A/II 
toffing requ lrem ent and BIAL would temporaril y shift into 

motherfacduy until the construction ofthe " ,\'t' II' Airline atul 

-uhnin hu ilding " (Alpha -/i. 

278Total 

3.3.6	 The adj usted AERA app roved cos t as per BIAL after excluding deterred projects is given in the table 

below: 

Table 8: Adjusted AERA approved capital expenditure as submitted by RIAL for the SCP after 

excluding deferred projects 

Project 

Approved amount 

by AERA after 

apportion ing 

contingency (3%), 

tax and site 

preliminaries 

(I % ) for all 
projects in SCP 

Projects deferred by 

BIAL as per Table 7 

Net amount 

approved for 

SCP 

A B C=C-B 

New south airfield development works 2.066 -56 2.011 

T2 Apron 1 448 -63 385 
Terminal 2 - Phase 1 3.607 3.607 
Forecourts. roadways and landside development 1.216 1.216 

Ai rcraft maintenance and Airport maintenance 141 -98 42 
Rescue and Fire Fighting 7 7 

Fuel storage & Distribution - Phase I 

Airport and Administration offices 62 -61 () 

Utilities Phase 1 106 106 
Existing Runway. Taxiway improvements 298 298 

Sitc Preliminaries 
Sub-Total 7,951 -278 7,673 

Design/ PMC 5% 386 386 
Co ntingency 3% 

Add: Pre-Operating Expenses 156 156 
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Project 

Approved amount 

by AERA after 

apportioning 

contingency (3%), 

tax and site 

preliminaries 

(1%) for all 

projects in SCP 

Projects deferred by 

BIAL as per Table 7 

Net amount 

approved for 

SCP 

ORA T - - -

Total 8,493 -278 8,215 

3.3.7	 Based on the above, the EAC for the projects approved by AERA as per BIAL in the Second Control 
Period is as follows: 

Table 9: Comparison of adjusted AERA approved capital expenditure with estimated capital 

expenditure for SC P projects as submitted by RIAL 

Project 

Net 

Amount 

approved 

for SCP 

A 

Estimate 

d cap ex 

as per 

BIAL 

Differenc e 

Over-run 

I (Under

run) 

Varianc 

e% 
Reason for variation 

f--
B C= lJ·A D= CIA 

New south airfield 
development works 

2.011 1.980 -30 -2% 

T2 Apron I 385 428 43 11 % 

The major reason/ or the increase 

in costs is on acco unt ofhaving 

additional rainwa ter har vesting 

ponds. In order to meet the water 

requirement through sustainable 

additional 3 rainwater harvesting 

ponds are added on the lam/side. 

The total capaci ty a/the po nds 

added is 227 ML. Construction 0/ 
these po nds involve earthworks. 

pond lining. pump rooms and piping 

works. The cost towards this is Rs. 

22.50 crores. 

The apron construction works were 

planned to be carried out using the 

Ground Support Equipment fUSE) 

tunnel or the Eastern Connectivity 

Tunne l (/;;CTj. However. due to 

securit y reasons. appr oval frot n 

8CASIc/SF is awaited/or using the 

tunnels/01' movement ofmen. 

materials and equipmentfo r 

constructio n activities on 2-1x7 

basis. This non-availability a/the 

tunnels has result ed in a 

significantly longer lead 0/approx. 

20 kms for mo vement a/men. 

material and equipment. This has 
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Net Estimate Difference 

Project 
Amount 

approved 
d capex 

as per 
Over-run 
I (Under-

Varianc 
c % 

Reason for variation 

for SCP RIAL run) 
contributed to the ba lance overrun 

to be incurred. 

Terminal 2 - Phase I 3.607 3566 -41 -1 % 
Deviation in cost is on acco unt 0/ 
the majorfacilities which have got 

added to the project cost as / allows: 
Forecourts, roadways 
and landside 1.216 1.875 659 54% a) Development a/ Multi modal 

development transp ort huh (M MTH) 

contributing fAR -181. 12 cr. 

b) Additional Landside Facilities 

contributing IAR 177.-1-1 cr. 

Ai rcraft maintenance 
and Airport 42 4 1 . -I -3% 
maiurcnance 

Rl~SC II\: and Fire 
Fighting 

'I 7 -0 -1 % 

Fuel storage & 
Distribution - Phase 1 

. - - 0% 

Airport and 
Administration offices 

0 - -0 0% 

Utilities Phase I 106 104 -2 0% 
Based on the revised masterplan 

finalize d in 2019. it is noted that the 

planned traffic capacity as 

subm ittedfo r CP-2 can still be 

achieved even witho ut executing the 

Existing Runway. 
Taxiway improvements 

298 217 -8\ -27% 
south parallel taxiway and the two 

connecting tax is (connect ing 

existing tax iway and runw ay) . 

Sa vings are on account 0/ 
cance llation a/these works which 

will not affect the planned airside 

des ign cap acity. 

Site Preliminaries . - - 0% 
Sub-Total 7,673 8,218 545 7% 

Design 
PMC 

386 
354 
208 

176 46% 

Contingency 3% - - 0% 
Add: Pre-Operating 
Expenses 

156' 356 200 158% 

DRAT - 46 46 
Total 8,215 9,183 968 12% 

3.3.8	 With regards to the sustaining capex, BIAL has submitted that INR 354 cr. was considered as part of 

the sustain ing capex for the const ruction of 220 KVA substation which has been deferred to the 41h 

control period , only INR 25 cr. was incurred in minor modifications in the Second Control Period. 
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3.3.9 Due to deferment of projects to the Third Control Period, the total asset addition for the Second Control 
Period is much lower than the capital expenditure approved by AERA in the Second Control Period 
order. Total asset additions proposed by SIAL for the Second Control Period is given in the table 
below: 

Table 10: Total asset additions and aeronautical asset additions as per BIAL for the Second Control 

Period 

Particulars (In INR Cr.) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total 

Total additions during the 
year as pCI' BIAL 

225.70 170.30 160.99 2.\22.41 1.920.20 4.599.61 

Aero additions during the 
year 

213.38 \35.99 132.06 2.087. 23 I.779.85 4.348.51 

3.3 . JO Considering the above, RAS submitted by SIAL for the Second Control Period is given below: 

Table II: RAB submitted by BIAL for true-up of the Second Control Period 

Particulars (In INR Cr.) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total 

Opening RAB 2.271.65 2.286.45 2.220.60 2.009.18 3.856. 12 

Aero additions during thc 
year 

7 111 8 1.l5.99 132.06 2.087 .23 1.779.85 4.348.5\ 

Aero depreciation during the 
year 

\98 .58 201.84 343.48 240.28 3\7.94 1.302.12 

Closing RAB 2.286.45 2.220.60 2.009.18 3.856.12 5,318.03 

Average RAB 2,279.05 2,253.52 2,114.89 2,932.65 4,587.08 

Recap of decision taken by the Authority for projects approved for the Second Control Period at .the 

time of tariff determination for the Second Control Period 

3.3 . \ 1	 The Authority had appointed RITES Limited to undertake the study on determination of efficient capex 
of SIAL for 2nd control period. RITES had submitted the report to AERA with project-wise efficient 
capex for 2nd control period. 

3 .3 .12	 RITES had allowed a fee of 5% as design and PMC cost which was approved by AERA in the Second 
Control Period order. The Authority had also decided to review and true-up the project management 
cost after the project is commissioned based on the study of the actual cost incurred and its 
reasonableness. 

3.3.13	 The Authority had decided in para 9.2.11 of the Second Control Period, that the pre-operative amount 
of Rs. 150 crores will be considered for the purpose of estimat ing the costs and capitalization for 
Second Control Period order. The Authority had also decided that it would review and true-up the same 
after the projects are commissioned based on a study of the actual cost incurred and its reasonableness. 

3.3.14	 Based on the RITES report, the Authority decided to consider the capital expenditure as per Table 27 

Para 9 .6 .12 of the Second Control Period order for SIAL. 

3.3.15	 The Authority had decided that SIA L shall submit detailed explanation and justifications, should the 
cost incurred exceeds 10% over the cost approved by the consultant (RITES). 

3.3 .16	 The Authority had also decided to impose a penalty/ adjustment of 1% of the cost ofTerminal-2 Phase 
I , if SIAL fails to commission and capitalize Terminal 2 Phase 1 by March 2021 . Further, The 
Authority decided to not consider any additional interest during construction (lDC)! financing 
allowance if the project is delayed beyond 3 I March 202 I. 
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3.3.17	 After the order was issued. AERA vide letter no. F. No. AERA/200 10/MYTP/BIA LlCP-1I/2016
17/V01-V dated 13th September 2018 clarified that if the delay in completing the project is beyond the 
control of BIAL and is properly justifi ed, the same would be considered while truing up IDC and PMC 
however, under no circumstances adjustment of I% will be waived. Extract from the letter is given 
below: "3. It is clarified that in case there is delav in completion of project bey ond March 2021, due 

to any reason beyond the control oj B IAL 0 1' its contracting agency and is properlyjusti fied, the same 

would he considered hy the Authority while truing up the actual cost at the time ofdetermination of 

tarifffor the 3rd control period in respect of IDC and Pi'vlC However, there will be no waiver of 

penalty in case Phase I 0/ Terminal 2 project is delayed beyond 31 March 202 1 under any 

circu mstances. 

3.3.18	 The Hon'bl e TDSAT judgement dated 16 Dec 2020 for BIAL has not altered the decision of AERA 
on levy of adjustment for delay in commissioning of Terminal2 Phase I. Relevant extract from Hon' ble 
TDSAT judgement has been given below: 

"53. On the basis (!I' claim that the Terminal /I Building would he completed by March 202 I as 

estimated by BIAL, the Auth ority agreed to treat the cap italization ye ar jar Terminal It-Phase I as 

2020-2 1. This advantage to BIAL would be totally undeserved ift he claim q/ B IAL that it will complete 

Terminal It-Pha se I by end of Murch lOll is not f ound correct, Hence, as a balanctng exercise for 

allowing capitalization on the assurunce o/BIAL such a penalty which is nothing but redu ction qf;IRR 

has been provided to ensure that such promise does not cause loss to the users and undue advantage 

to BIAL ifthe claim as to the time ofco mpletion is ultimatelyfound incorrect . 

54. Learned counsel j ar AERA hasfurther submitted that in spite 0/the clarification that this penalty 

will not be relaxed in any sill/ation, if a convincing case is made out j ar any reasonable delay, the 

Authority agrees to examine the sam e on its own merits and may I'm)' or waive the penalty proposed 

but onlyfor good reasons. This stand a/ the Auth ority appears just and propel' and does not require 

further scrutiny except to point out that the stand o/BIAL as to the jurisdiction ofthe Authority is not 

j ustified in view ofprovisions in Section 13(1)(/) read in conjunction with the obligation to determine 

the tariff under Sec tion 13(I){a) by taking into consideration the capital expenditure incurr ed and 

timely investm ent in improvement 0/ airport facilities; the service provided, its quality and other 

relevantfactors and the cost jar improving effic iency. Section 14(4) a/the Act vests the Authority with 

the power to issue such directions to monitor the pe rformance 0/ the service providers as it may 

consider necessar yfor pro perfunctioning. Sec tion 15 also gr ants power to issue certain directions. 

Clause 9.2.9 a/ the Concess ion Agreement also vests the independent regulator with the power tofram e 

regulations j ar monitoring ofperformance standards which could earlier be done by the Government 

ofIndia as per various sub-clauses a/Article 9.2 ofthe Concess ion Agreement. Hence, the agreement 

also respects the power of the regulator to. review, monit or and set standards and penalties and 

regulate such relat ed activities at the Airport with corresponding duties upon the BIAL to comply with 

all such regulations of the Authority. In any case, the fa cts justify the limitat ion set by the Authority 

through penalty upon the gains o/BIAL due to acceptance ofits assurance and plea j ar capitalization 

ofTerminal ll-Phase I during Second Control Period itself The Preamble a/ the Act discloses that 

besides regulating tariff and other charges, the Authority is "to monitor pe rfo rm ance standards 0/ 
airports andjar mailers connec ted therewith or incidental thereto ". Monitoring oftimely completion 

ofvital projec ts like a terminal building has intrinsic relationship with performance ofairports ". 

3.3.19	 The Authority had decided to exclude the capital expenditure for the enabling works for the Eastern 
Connectivity Tunnel. 
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3.3.20	 The Authority had decided to consider the allocation between Aeronautical Area and Non-Aeronautical 
Area of Opening RAB as per Authority's analysis detailed in FCP order, considering 88.52% of 
Opening RAB and 87.70% of Terminal Area Expansion works as aeronautical. 

3.3.21	 Further, the Authority had decided to consider the allocation of 88% towards aeronautical area for 
Terminal 2. The Authority had decided to consider aeronautical to non-aeronautical gross block ratio 
of 91% to 9% for allocation of common assets into aeronautical and non-aeronautical proposed for 
capital additions in the Second Control Period. 

3.3.22	 The Authority had decided to carry out a study on the allocation of assets between aeronautical and 
non - aeronautical and use the resultsof the study to true-up RAB during the next control period (Third 
Control Period). 

The Authority noted the RAB approved in the Second Control Period order is as follows: 

Table 12: RAB approved by the Authority as per the Second Control Period Order No. 18/2018-19 

dated 31 August 2018 

Particulars (In INR Cr.) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total 

Opening RI\B 2.224 .29 2.249 .05 2.376.22 3.197.94 5.318 .60 

3.229. 58 
-- 

9.411.04 Additions during the year 213.20 326.58 1.215.78 2.423.90 

Depreciation during the year 188.'1 /1 199.'10 394.D7 3U5.24 451.05 1.538 .20 

Closing RAB 2249.05 2376.22 3197.94 5318.60 10,097.14 

Average RAB 2,236.67 2,312.63 2,787.08 4,258.27 7,707.87 

3.3.24	 The Authority had decided to true-up the RAB at the end of the control period based on actuals at the 
time of determination of tariffs for the next control period. 

Authority's examination and proposal for regulatory asset base (RAB) as part of tariff determination 

for the current control period 

3.3.25	 The Authority has carefully examined the submissions of BIAL relating to Regulatory Asset Base 
(RAB). 

Approved projects of Second Control Period deferred to the next control period 

3.3.26	 The Authority notes that BIAL in its submission has included FY 2022 capital expenditure for 
comparison with the approved RAB for the Second Control Period since some of the projects have 
been deferred from FY 2021 to FY 2022. The Authority proposes to consider capital additions proposed 
till FY 2021 as part ofRAB for the Second Control Period. 

3.3.27 The capital addition projects deferred to the next control period are as follows: 

• Terminal 2 - Phase I 

• Terminal 2 - Apron 

• South runway - Phase II 

• Forecourt s, roadways & landside development - Phase I b 

• Aircraft maintenance & airport maintenance facilities 

• . Utilities Phase I 

3.3.28	 Since, many of the projects are deferred to the next control period including the Terminal 2, the 
discussion and the Authority' s proposal regarding the cost overrun with respect to RITES 
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recommended cost, penalty/ adjustment, asset allocation, etc. on these deferred capital expenditure 
projects have been provided in the Regulated Asset Base and Depreciation for the Third Control Period 
chapter. 

Comparison of the AERA approved capital cost with the estimated actual cost for the projects proposed 

to be capitalized in the Second Control Period 

3.3.29	 The Authority noted that RITES had recommended the revised project cost for the projects forming 
part of the Second Control Period. The Authority had decided in the Second Control Period order to 
ask BIAL to submit detailed explanation and justifications should the cost incurred exceeds 10% over 
the cost approved by the consultant (RITES). 

3.3.30	 The Authority asked BIAL to submit an auditor certificate for the proposed project-wise capital 
expenditure capitalized from FY17 to FY20 with its break-up into project cost, design, PMC, pre
operative expenses and IDe. BIAL in its response dated 4 June 2021 submitted the auditor certificate 
for the project-wise capitalization from FY17 to FY20. The Authority has considered the project-wise 
capitalization as per the auditor certificate for its analysis. 

3.3.3/	 Since the Authority had approved the cost of the entire project while BIAL has only capitalized some 
purl of the project, for comparison purposes, entire block cost including the FY22 capex is compared 
with the Authority approved cost in the Second Control Period. Below table provides the comparison 
of the estimated actual cost submitted by BIAL and approved eapex by the Authority for the Second 
Control Period: 

Table 13: Comparison of the asset addition approved by the Authority in the Second Control Period 

and the estimated actual addition to RAB as per BIAL 

SilO. Project 

Net amount approved 

by Authority in SCP 

order 

Proposed 

capitalization as 
per BIAL' in 

SCP 

Approved amount 

carried forward to 

the TCP 

A B C= B-A 

I 
New south airfield development 

works 
2.011 1613 398' 

2 
Forecourts. roadways and 
landside development 

1,216 89 1.127 

3 Rescue and Fire Fighting 7 7 0 

4 
Existing Runway. Taxiway 

improvements 
298 217 8\ 

5 

Other project s propos ed 10 be 

capitalized in the next control 

period - T2 Phase I. 1'2Apron. 

South Runway Phasc II, etc. 

4.143 0 4.143 

Sub-Total 7,673 1,926 5,747 

6 Design and PMC" 386 56 330 

7 Pre-Op erating Expenses>! 156 77 79 

Sub-Total 8,215 2,059 6,156 

8 IDC# and FA as per BIAL 148 

A Projects Sub-Total 2,208 

B 

Sustaining cnpex (BIAL has 

included express cargo and 

Eastern Tunnel Connectivity 

1,548 1,162 
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S no. Project 
Net amount approved 

by Authority in SCP 

order 

Proposed 

capitalization as 

per BIAL' in 

SCP 

Approved amount 

carried forward to 

the TCP 

(ECT) project under sustaining 

capex) 

Total (C = A+B) 3,370 
. . 

' proposed capitalization IS based on the auditor certificate submitted by OIAL on 4 June 2021: " refer Annexure 6 lor project Wisebreak-up 01 the 
design . I'Me. pre-opcrauvc expenses and me: • refer 5.2.6 lor details of works carried forward to the Third Control Period 

3.3.32	 The Authority noted from the above table that the capital expenditure for the projects proposed by 
BIAL to be commissioned in the SCP does not exceed the approved capital expenditure for these 
projects as per SCP order of the Authority. 

3.3.33	 With regards to the sustaining capex, the Authority noted that BIAL had deferred the INR 354 cr. 
construction of 220 KYA substation to the 4th control period and it has incurred INR 25 cr. in minor 
modifications in the Second Control Period. 

3.3.34	 The Authority noted that the sustaining capex incurred by BIAL is less than the sustaining capex 
approved in the SCP order. 

Design, PMC and pre-operating expenses of the capitalized assets in the Second Control Period 

3.3.35	 The Authority noted that while the Design and PMC cost of all projects approved in 2nd Control Period 
is estimated to be higher than 5% by BIAL, only a portion of this cost has been capitalised in 2"d control 
period. The Design and PMC cost as a percent of cost for the proposed capitalization in the Second 
Control Period (FY 17 to FY21) is 3% which is less than the 5% approved by the Authority in the 
Second Control Period. The Authority proposes to consider the design and PMC cost proposed to be 
capitalized in the Second Control Period for true-up of the Second Control Period. The treatment of 
Design and PMC cost for other assets yet to be capitalised is provided in subsequent chapters. 

3.3.36	 The Authority further noted that the pre-operative expenses proposed to be capitalized in the Second 
Control Period is INR 77 cr. The Authority noted that the pre-operative expenses includes the cost of 
employees involved in undertaking the capital expenditure in Second Control Period and other 
miscellaneous administrative expenses. The Authority has already accounted the design and PMC cost 
for the capital expenditure in the Second Control Period and is of the view that the pre-operative 
expenses are redundant cost. The Authority proposes to exclude the pre-operative expenses from the 
asset additions of the Second Control Period. 

Allocation of assets into aeronautical and non-aeronautical assets 

3.3 .37	 The Authority in its Second Control Period order had decided to undertake a study on the allocation of 
assets between aeronautical and non-aeronautical and use the results of the study to true-up the RAB. 
The Authority has considered the opening RAB of FY 17, capital addition and corresponding 
depreciation based on the results of the study on asset allocation (refer Annexure 3 for summary of the 
report) 

3.3.38	 The asset allocation study reviewed the various asset categories and developed a basis for segregation 
of various assets into aeronautical. non-aeronautical and common. Based on the same, the Authority 
has reclassified some portion of assets. 
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Table 14: Summary of asset re-segregation in Second Control Period as per the asset allocation study 

Adjustment in 
aero asset 

S. No Details of asset Observation additions of 2nd 

contrnl periud 

(INR cr.) 

Allocation as per BIAL: Aeronautical
 
Issue: Power supply infrastructure at an airport provides power to air side.
 
roads. terminal building and forccourts. These equipment include the DG sets.
 
UPS. substations , power distribution board. low tension switchboards. high


Electrical and 
tension cables. etc. Since. these assets serve both the aeronautical assets as well 

-4.69 power house 
as the common assets, bifurcation based on the usage is required. 

equipment 
Revised asset allocation: Accordingly , the asset allocation study has
 
recommended that the electrical and power house equipment assets serving the
 
terminal building. lorecourts. entire airport and those not identifiable arc
 
classified as common assets.
 

Allocation as per BIAL: Aeronautical
 
Issue: A~.~d allocation study noted that the mobile application (BIAL ApI')
 
provides the flight information and also the details of the reta!l, F&B outlets ,
 
car parking, etc. Thus. the application provides information of both aeronautical
 

mAL - ApI' 
and non-aeronautical services at the airport. Further. I31AL has classified its 

(Thoughtworks -0.592 
BIAL Public Portal - www.bengalul.llairport.comasacommonasset.ilIAL

project) 
ApI' is also assumed to be a similar asset to BIAL public portal.
 
Revised asset allocation: Accordingly. the costs associated with Thoughtworks
 
project tor development of mobilc app arc proposed to be classified from
 
aeronautical to common assets as per the asset allocation study.
 

Allocation as per BIAL: Aeronautical
 
Issue: Landscaping is undertaken by the airport to provide enhanced passenger
 
experience while also meeting the environment sustainability goals of the
 
airport. However. BIAL has considered the landscaping undertaken around the
 

Landscape in airport hotel as aeronautical. 
-0.143 

real estate area Revised asset allocation: Since. the assets forming part of the commercial real 
estate development arc considered as non-aeronautical assets. the capital 
expenditure tor landscaping in and around the commercial real estate 
development is also considered as non-aeronautical as per the asset allocation 
study. 

Allocation as per BIAL: Aeronautical
 
Issue: Car park related assets are non-aeronautical assets as per past orders ol
 

Car park related AERA. However, these assets have been considered as aeronautical by BIAL.
 
4 -0.17 

assets Revised asset allocation: Accordingly , the costs associated with car park and 
advertising related assets are classified as non-aeronautical assets as per the 
asset allocation study. 

Allocation as per BIAL: Aeronautical 
Observation: BlAL has developed water harvesting ponds! rain sumps to store 

Water 
rain water tor usc at the airport. It is noted that these rain water sumps serve 

-13.295 harvesting 
both aeronautical and non-aeronautical assets. 

assets 
Revised asset allocation: Accordingly. the costs associated with water 
harvesting ponds! rain sumps are classified as common assets. 
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S.No Details of asset Observation 

Adjustment in 

aero asset 
additions of 2"<1 

control period 

(INR cr.) 

Total -18.88 

3.3.39	 BIAL has submitted the terminal area ratio of 86.31% in FY17 and FY18 while for FY19 and FY20 
the terminal area ratio submitted by BIAL is 85.34%. Due to the change of terminal area ratio from 
FY18 to FY19, there is an impact of aeronautical asset addition of FY19. The study has applied a 
consistent terminal area ratio throughout the Second Control Period on the common assets to determine 
the aeronautical asset addition. The revised terminal area ratio of 85.73% is computed based on the 
average terminal area ratio of the Second Control Period (assuming FY21 terminal area ratio equal to 
FY20 terminal area ratio, that is, 85.34%). There is an impact on the aeronautical asset addition on 
account of change in terminal area ratio. Such adjustment has been shown in Table 15. 

Financing allowance 

3.3.40	 lhe Authority has noted that SIAL has funded the asset through debt and equity. However, the 
financing allowance has heen computed by SIAL considering a return equivalent to cost of debt during 
the period in which the assets were still in CWIP irrespective of whether it was tunded by equity or 
debt. This has led to addition of the financing allowance over and above the capitalized assets in the 
books of account of SIAL. The Authority noted that financing allowance is a notional allowance and 
different from the actual investment incurred by SIAL which includes only the interest during 
construction (lDC) among other things. Therefore, the Authority proposes that only the IDC that gets 
capitalized would be considered as part of RAS. 

3.3.41	 As per the Second Control Period order for SIAL, the Authority proposes to adjust the opening RAB 
on account of ElL report. Depreciation on excluded assets given in the ElL 's report is subtracted from 
the total depreciation. Hon' ble TDSAT judgement dated 161h December 2020 has also upheld the stand 
of the Authority. 

3.3.42	 The Authority has proposed the following changes to the FY21 asset additions submitted by SIAL: 

a)	 The Authority had asked BIAL to submit the current status of the projects proposed in FY21. SIAL, in 
its response, has submitted that the completion for T2 Apron Phase II (lNR 465 cr. as per SIAL) and 
South Runway - Phase (( (INR 478 cr. as per SIAL) has been delayed and expected completion is 
revised from Mar 2021 to Aug 2021. Accordingly, the Authority has excluded both these projects from 
the FY21 capital expenditure. 

b)	 Enabling works capex of Eastern connectivity tunnel (lNR 80 cr.) - Excluded as per 2nd control period 
order for SIAL. 

c)	 T2 ORAT related expenses (-INR 23 cr.) in special repairs in FY21 - Excluded since ORAT expenses 
included separately in the capital expenditure proposed to be capitalized in FY22 by SIAL (SIAL has 
confirmed exclusion through its response to queries) 

d)	 In line with AERA' s decisions of treating revenues from CGF as aeronautical as per the AERA Act, 
o 2008, AERA guidelines, the concession agreement of SIAL and Hon'ble TDSAT judgement dated 161h 

December 2020, the Authority has considered express cargo capex (INR 80 cr.) as 100% aeronautical 
instead of SIAL's treatment of express cargo capex as non-aeronautical. 

55 I P a ge 



Order No. III 202 I -22 / ()r the Third Control Period KIA. Bengaluru 

e)	 Gross block ratio is a composite ratio and a weighted average of aero, common and non-aero assets. 

Hence, the Authority notes that the gross block ratio should be applied on entire capex addit ion 

irrespective of it being aero, common or non-aero instead of BIAL' s approach of applying it se lectively 

on common assets . Common assets have been segregated by BIAL in its asset register based on 

termin al area ratio and therefore, the Authority propos es to apply the same ratio (85 .73%) for common 

assets. Based on the above, the Authorit y proposes to revise bifurcat ion ratio for FY21 capex of airport 
offic es, IT] project and sustaining capex from 91% to terminal area ratio of 85.73 %. 

t)	 Revised actual WPI in FY20 (3.64% to 1.7%) to apply on the special repairs cost of FY21 given in 

FY 19 prices 

3.3.43	 Below table provides the summary of the adj ustment to the asset addition s of the Second Control 

Period : 

Table 15: Aeronautical asset addition proposed by the Authority from FYI7 to FY21 based on the asset 

allocation study 

Particulars (In INR Cr.) 

Total investments in fixed assets 
during Second Control Period as per 
BIAL (A) 
~ 

Aeronautical asset addition to RA8 
as per BIAL" (8) 

FY 2017 

:>' :'.5.7 

213.92 

FY 2018 

171U 

135.99 

FY 2019 

IMI.9l) 

132.02 

FY 2020 

2,122.41 

2,087.23 

FY 2021 

690.90 

576.21 

Total 

3370.30 

3145.37 

Adjustments to aeron autical asset 
addition to RAB by the Authority 

Adj - Exclusion of written off 
amount in FY20 as per IClAAP 
audited accounts (disposal or 
assets not accounted by BIAL) (C) 

Adj - Exclusion of Financing 
Allowanceover capitalized 
amount by the Authority as per 
para 3.3.40 (D) 

Proposed adjustment to RAB due 
to change in segregation logic as 
per asset allocation study. lor 
reasons below (E): 

Electrical and Power House 
Equipment (E.I) 

I3IA L App (E.2) 

Landscape in real estate area 
(E.3) 

Car park related asset (E.4) 

Water harvesting assets (E:5) 

Adj -Impact due to terminal area 
ratio change as per asset allocation 
study (F) 

Adj. - Exclusion of pre-operative 
expenses (CI ) 

Adj. - FY21 aero adj ustment 

-3.85 

-3.19 

-0.27 

-0. 14 

-0.17 

-0.08 

-9.23 

0.00 

-0.92 

-0.60 

-0.32 

0 

0 

0 

-0.1 4 

-1.78 

-0.71 

-0.70 

0 

0 

0 

-0.01 

15.7\ 

0.00 

-38.93 

-41.07 

-\3.4 

-0.20 

0 

0 

0 

- 13.2 

0.15 

-70.34 -4.90 

-13.50 

-38.93 

-41.07 

-18.88 

-4.69 

-0.59 

-0.14 

-0.17 

-13.29 

6.49 

-77.03 

-\3.5 0 
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Particulars (In INR Cr.) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total 

Total adjustments (I-I =C+D+E+f +G) -13.08 -2.84 15.00 -136.04 -18.40 -182.92 

Aeronautical asset additions to RAB 
as per the Authority (I=B+I-I) 

200.86 133.16 147.02 1923.64 557.82 2962.49 

• refer Table 15 in the Study on allocation of assets between aeronautical and non-aeronautical assets given in Appendix II of this Consultation Paper 

3.3.44	 Based on the changes suggested above, the RAB proposed by the A uthority for true-up of the Second 

Contro l Period is given in the table below: 

Table 16: RAB considered by the Authority for true-up of Second Control Period 

Particulars (In INR Cr.) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021# Total 

2.962.49 

Opening RAn" 2.224.29 2.237.97 2.181.31 2.052. 18 3.782.97 

Additions during the year (refer 

Table 15) 
200.86 133.16 147.01 1.923.64 557.82 

Depreciation during the year 
(refer Table 30) 

187.19 189.82 276.14 192.86 249.7 1 1.095.72 

Closing RAB 2,237.97 2,181.31 2,052.18 3,782.97 4,091.07 

Average RA B 2,231.13 2,209.64 2,116.74 2,917.57 3,937.02 
'Opcning RAI3 olTY 17 is taken equal to closmg RAH 01 I' Y 1D. ~ lorecasted 

S ta kehold e r comments regarding true-up of the regulated asset base for the Second Control Period 

3.3.45	 Subsequent to the stakeho lder consultation process, the Authority has received comments/ views from 

various stakeho lde rs in response to the proposals o f the Auth ority in the Consultation Paper no. 10/ 

202 1-22 w ith respect to true-up of the regulated asset base for the Second Contro l Period. The 

comments by stakeh olders are presented below: 

BIAL's comments on regulated asset base and depreciation for the Second Control Period 

3.3 .46	 BIAL commented as follows on the reduction of INR 38.93 crores for assets disposed: 

•	 "During the process of review of"IHYTP. BIAL has submitted reconciliation between the Gross 

Block as per the Fixed Asset Regist er and the value 0/ Assets as per the IGAAP Financial 

statements. In this reconciliation an asset line ofRs. 38.93 crores have been shown as an item of" 

reconciliation where the item was removedfrom the Gross Block ofassets as the item was disposed 

~l 

•	 Summ ary ofresponse prov ided during review uf A·'!YTP is as below: 

Asset addition (I:) per Business Plan 

Asset addition as per Asset Register 

20-1 6. 16 

200723 

Difference (Note I) 38.93 

Note I - There will be a difference ofRs 38 crores in the gross block between this version ~fFA R 

and that additions as per model. This is because, the current FAR is based on audited IGAAP 

financials. In the audited IGAAP accounts, two assets relating tu canopy with WDV of Re I but 

with gross block and accumulated depreciation ofRs. 38 crores were removedfrom the gross block 

itself. Hence. the difference in the gross block between the numb ers as per business model and this 

FAR. 

•	 It may be noted that in case ofthe above 2 assets. the Net Block (i.e., Asset Base) is R.I'. I and the 

asset wasfully depreciated. Hence, there is no adjustment requir ed to be made tu the Regulatory 

Asset Base, which essentially is the Net block ofassets. 
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•	 AERA has incorrectly considered the Gross block value fo r redu ction to RAB whereas the 

adjustment lfany should be on the net block / written down value (Re. I) 

•	 Hence, BIAL requ ests the Authority to remove the incorrect redu ction ofR.I'. 38.93 croresfrom the 

RAB estim ate. " 

3.3.47 SIA L commented as follows regarding the pre-operative expenses : 

"AERA '.I' position on Pre-Operative Expenses in the Second Control Period Order 

•	 BIAL had submitted an estimated cost ofapprox. R.I'. 28 1 crores towards Pre-Operative expenses 

as part o/'PA L- I Project Cap ital Expenditu re estill/ate in the Second Control periodfor Authority '.1' 

consideration. 

•	 Below Paragraphs from the Second Control Period Order detail the Authority 's evaluation of Pre

Operative Expenses. 

9.2.9 The Authority had noted that RITES had commented about the Pre-Op erating Expenses 

submitted by BIAL, as fo llows: 

.....An amount ofRs. 461 Crores has been included in the revised submiss ions towards 

preoperative costs which includes R.I'. 180 Crores towards l'M: ' '1'11£~ cost towards PMC is already 

taken into cons ideration at SI.no.14 above and hence to be excluded. AERA may theref ore like to 

take a view on the balance amount ofRs.281 Crores claimed towards Pre-Operative expenses ... " 

9.2. 10 Authority had obtained cert ificate pam Chartered Acco untant on the details of Pre

Operative expenses carried in books and sought corfirmation that these costs were not considered 

as part of the expenditure debit ed to P&L account. Extractfrom the certificate of the Chart ered 

Accountant is as below. 

This Is to certify mat Sanga lore Intemational Airport Limited (SIALI has incurred the below mentioned 
preoperative expenditures for various projects, during the FY 2 0 16 · 17 and FY 2017·18 (Till Dec 
2017). 

Amount In INR 

Particulars FY 2016-17 FY 17-18 (Till 
Dec 17i 

Opening Balance of Preoperative Expenses 45,84,96,394 65,50,28,803 

Add: Expenses Incurred during the year: 

Payroll Costs 30 ,20.48.698 21.80.13 ,508 

Pro fessio nal & Tec h n ical ConSUltancy 3 ,9 6. 77 ,225 17 ,15,417 

Travelling and Conveyance 1,76,46.197 70.77,721 

Other Project Costs 2 3, 7 1, 5 14 1 ,83 ,72 ,626 

Less: Preoperative Expenses capitalized (16,52,11 ,424) (5,03,79,160) 

Closing Balance of Preoperative Expenses 65,50,28,603 81 ,1 3 ,6 3 ,283 

No. of Employees whose cost inclUded above 105 92 

Also confirm that these costs are part o f Capital wcrk-m-proqre as and not Included In Operating 
Expenditure debited to P&L account. 

9.2. I I The Author ity had revi ewed the cert ificate provided. The Authority also noted that certain 

costs relating to Pre-Operat ive Expen ses were carried over front the year 2015-1 6 (and may be 

befo re too). The Authority also noted that BIAL had submitted details of the personnel deployed, 

cost of which would be debit ed to Pre-Operative Expe nses. The A uthority noted titat titere was a 

need to have (III own Project Management Team when large scale Capital Expenditure Projects 

are being executed. The Authority urged BIAL to ensure that the costs relating to Pre-Operative 
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Expenses be optimally managed based 011 the requirements ofthe stated projects only, As th ese 

costs were proposed to be incurred over tile secon d control p eriod, tile Authority proposed to 

cons ider {III 1lI1101111t of Rs. 150 crores towards the same, as against BIAL submission, for tile 

purpose of estimating the costs and capitalizatlon for MYTP. The Authority would review and 

true I/P the same after the Projects are commissioned based on a study ofthe actu al cost incurre d 

and its reasonableness (emphasis supplied). 

• From the above. it is eviden t that AERA has not only acknowledged the needfor hav ing an oll'n 

Proj ect Management team but has also provide d for the estimated addition to RA B at Rs. 156 

crore s (incl. CST addition Rs. 6 crore), aga inst BIA L 's estimate of Rs. 28 1 crores . AERA had also 

noted clearly that this would be reviewed and tru ed up based on a study and the reasonableness of 

the costs. 

• Having rightly noted the needfor oll'n Project Management team and its associat ed costs in Second 

Control period Order, AERA cannot now adopt an inco nsis tent approach which is in reversal C!{ 

the approvals g ivenfor incurring s uch costs and subsequently branding the same as "redundant ". 

considering the fact that BIAL has relied on AERA 's MYTO C!{ the second contro l pe riod and 

fact ored such costs at the time ofFinancial closur e. 

• This proposal does not hav e basis because of the princip les of Promissory Estopp el. It lI'as on the 

basis C!{ the second tar ifforder that illA L incurred suc h expenses . 

• It is the legitim ate expectation of BIA L that treatm ent that has been accorded to other airports 

sh ould also he accorded to BIAL. BIA L also has the right C!{ "Equivalent Treatme nt" under the 

Concession Agree ment. 

• The Hon 'ble Supr eme Court has in multiple inst anc es applied the principles of p romissory 

estoppel, legitim ate expectations and the concept oflevel playingfield. 

• Even otherwise, the statement ofobjects and reasons ofA ERA Act specifically sets out that one of 

the objectives C!{ AERA is to "crea te a level playingfield and fos ter healthy comp etiti on amongst 

all major airports ". Not allowingfor pre-operative expenses (for BIAL) not only fails to create a 

level playingfield hut also creates a distinct disadvantage to BIAL as compared to other airports 

where pr e-operati ve expenses have been considered 

• There/ore. BIA L requests AERA to consider pre-operative expe nses as inc urred by BIA L. 

• No detailed explanation/justification has been provided by the Authorityfor the change ofmind/ 

thought and no rational reasoni ng has been pro videdfor the exclusion of the entire cost head 

Pre-Operating expe nditure (incurre d and to he incurred). 

• Authority 's revised stand is in contravention to their own M YTO oft he second control period. will 

result in incorrect determination ofthe RAB addition on capitalization ofthe expansion projects 

and this disallowan ce will severely imp act the cashflows ofBIAL. 

AERA's position and consideration o/ P re-Operative Expenses as part ofCapital Expe nditure in other 
Airports . 

• AERA has also considere d the same as part ofthe Project at the time ofreview ofadditions to RA B 

- For example in DIAL! MIAL and even in case of T I Expansion Project of BIAL. Certain 

ref eren ces are included below 

MIAL - Table 34: List on New Projects cons ide red by th e Authori ty for th e 2 /1d Control period. 
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In Rs. Crores FY 14-15 FY 15 FY 16 FY 17 FY 18 Total 
16 17 18 19 

Taxiwa v ',11' ( ()n ~ 1' Slum Rehab cost) - 3-1.93 37.69 -10.66 -1 3.88 157.15 
..iir India Code 'C" Hangar - 53.10 - - - 53.10 

South-East Pier (between Grid Rt:29 - PE 12) 90.00 31B.50 - - - .j()8.50 
Meteorotogical Farm - 12.67 - - - 12.67 

Sub Total 90.00 -119.20 37.69 -10. 66 -13.88 631.-13 

Soft Cos/ (/DC & Preoperative) - 80.05 IO.f)O 13. 98 18.25 122.29 

Total cos/ of new Protects as above 90.00 -1 99.25 -17.69 5-1.65 62. 12 753.72 

• i'vIIAL First Control Period Order 

Description Revised Cost Cost Cost not presently Project cost being 
Il (Oct 2011) di.mllowed included in Rs considered in Rs 

ill Rs Crore in Rs Crore Crore Crore 
TI Protects -1 53 5-1.00 399,r)O 
T2 Proiects 5,OS3 0.60 ),082.-If) 
Runwav. Taxiwav & Apron 1,5-15 32.3-1 1.512. 66 
l.andside Pro jects -1/ I.Of) -1 0.no 
Miscellaneous nroiects 562 52 25 -1 85.00 
Technical services & consultancies 83-1 -1800 7156.00 -
Caoital expenditure for ooerations /18 1/8.00 
Pre operative expenses 68-1 68-1 .00 
Capitalized interest I.-I10 1,-1/0. 00 
Upfront fee paid to Ai/I 15-1 153.85 -
/1TC Equipment cost & Technical 2()O.OO I/O.00 
block in Ni/D CO IOIllI 310 
Contribution to MMRDA / or Sahar 166.00 
elevated road 166 
IYIISS-Shivaii Smarak/Memorial 25 25.00 -
Mithi river realtenment 150 150./}O 
RET .\5 & F:2 51 0.75 50.25 
Enabling cost/or taking over of 110.00 -

carved alit assets rNAD colonv) I/ O 
Cost ofse nlement ofland 30 30.00 -

Protect cost 11, 750 11,017.-16 
Escalation & Claims -150 -150.00 
Co ntinge ncv 180 1150.00 
Total Proiect cost 12,380 310.20 -122.3-1 11, 6-1 7.-16 

• Extracts fr om Consultation Paper (02/2011-12) ol DIAL on DF 

• 5.3 The Summary ofProject Cost (R.I' . In crores) recomm ended by ElL is as below: 

Airport services building & Airport connection building 

Description 

'1'1 , T2 & Initial ('I VIP 
Run wav/Taxiwav/Aoran/Lightine 
Terminal-) and Associated buildings 

Prelintinarv. Preoperative & IDC 
Metro 
Upfront fee paid to AAI 
Rehabilitation otRunwav 10-28 
Delhi Jal Board infrastructure Fundi
J\'ew ATC Tower with Eauioment 

ng 

Securitv Caoex 
Total Proiect Cost 

Final cost as Allowable cost as 
nerDIAL 

Initial cost as 
per Ellvel' DIAL 

75-1 75-1762 
2,610.115 

-1 ,669 
2.63-11.765 
6,836 6,373. 50 

- 160 160 
1,279 1.320 1,320 

350 350 350 
150 150 

I/O 90-
5-1 5-1-

350 -
139 139 

8,975 12,857 11,850.68 
-

~~ 
~~~ 
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•	 This concept has been accepted and approved by AERA and with this backgr ound only, A ERA has 

approved Pre-Operative Expenses in the second contro l period Order ofBIA L. 

•	 Expansion projects undertaken by BIA L is no different ji-OJI/ those undertaken by DIAL! lvI/AU 

HIAL etc. Hence, AERA cannot treat BIAL in (/ discriminatory manner as proposed in the 

Consultation Paper. 

•	 Authori ty has not conducted any study on reasonableness ofthe Pre-Operative expenses submitted 

by BIAL. Considering that the Project construc tion is still ongoing, AERA has pr oposed to not 

consider the cos t in entirety. This is contradicting AERA 's position in second control period Order 

wherein it pr oposed to review and true up once the projects are commissioned. 

•	 To summarily reject a major cost head (that was already approved by the Author ity. and wh ich is 

dire ctl y connected with Project implementation) is unjust and discriminatory. 

•	 Wefurther wish to subm it that in the Consultation Paper No. 11/ 2021 -22 issu ed by the A uthority 

in case of HIAL . within a week afi er BIAL Co nsu ltation Paper was issu ed. AERA has proposed 

consideration ofPre-Operative expe nses to he added to the RAB. Su ch discriminatory treatment is 

neither explained nor isfair to BIAL. 

•	 References In consideration of Pre-Operative Expe nses to RAB, from Hvderabad Consultation 

Pap er is repr oduced below : 

6.2.3 Soj i Cost 

(e) Preliminaries. Insurance & Permits 

As pel' HIAL's submiss ion, an amount of Rs. 120.10 Crores is also provisioned towards 

prelim inaries. ins urance & permits in the cap ital cos t proposal at appro x. 2.39%0.( the proposed 

cap ital hard cos t ofworks (i. e.. R.I'. 5030.1 9 Cro res). The breakup ofRs . 26.50 Cro res includes the 

building permissionfee (R.I'. 7.968 Cro res). The var ious insurances and preoperative expenses are 

expected to he incurre d and R.I'. 93.60 Crores is estimated as the lump sum basis for future 

expenses. 

•	 Af ter the review of preliminaries by RITES, insurance & permits cost was restricted to R.I'. 98.35 

crores as against R.I'. 120.10 Crores submitted by HIAL. 

RITES Report 

5.2.8.1. PRELIAtfINARIES, INS URANCES AND PER ,\,;/ITS 

An am ount ofR.I'. 3-18.99 Crores is prov isioned in the capital cost proposal towards preliminaries 

1])	 16.308% of the Basic cost of works excluding Cess & GST etc. This amount ofprelim inaries 

refers to Expans ion works awarded to L & Tfor PTB (26 6.9 06 Crores). Apron & Taxi way (72.338 

Crores) and GSE Tunn el (9. 747), whereas the cost of awarded work/or these thre e is 3063.99 

Cro res. The am ount is said to be catered Mainlyfor Sit e overhe ads and running cost(65. 156Cr.) 

.Head offi ce overheads (62.25Cr.) .pro vision of contractor's insurance Professional indemnity in 

respect of Co ntrac tor 's design obligations (6.508Cr.), temporary Barricading(lI. 634Cr), 

Establishment , Operation. Mai nt enance and removal of Contractor's labor camp. Contractors 

equipment, Fabr ication yard .store stock y ard, test labs and other facilities as required jar 

exe cution of Expansion work(32 .071 Cr) .Deployment of consultant (Design services 63.50 Cr.), 

plant and tools like Tow er cranes (8.258 Cr.) and oth er pr elim inaries and general requirement 

(6.030Cr). For Phas e 2 part 82.96 Cr. is catere d Lump s lim basis. 
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Similarly , Preliminaries are included in Airport System work awarded 10 Megawide {SO.301 

Crores excluding CS T). 

Howe ver, an amount ofRs. 120.10 Crores is also pr ovisioned towards pr eliminaries, insurance & 

permits in the capital cost proposal '0 approx. 2.39% ofthe Proposed Capital hard cost ofworks 

ti.e..5030.1 9 Cro res). The breakup of26.50 Crores are Building permis sion f ee (7.968 cr.) and 

various insurances and preoperative expenses are incurred and 93.60 Crores is estimated lump 

sum basisforfuture expens es, 

•	 From the above, it is vel)' evident that the Author ity had accepted and approved Pre-Operative 

Exp enses as a legitimate item of Cap ital Expenditure, in other major airports, Authority should 

apply the sam e basis/or BIAL also. In other words , equals cannot be treat ed unequally. 

Details and Justification oOhe Project team depl oyed their work scope and responsibilities 

•	 Notwithstanding anything said above, BIAL would like to explain the need, roles, responsibilities 

ofits Project Team in the implementation ofthe expansion pro jects. 

•	 In response to a query during lvlYTP evaluation, BIAL has submitted details of the activit ies 

performed by BIAL Projects team, comparison and contrast with the functions performed by the 

PA4C etc. 

•	 BIAL is again submitting herewith the details of functions perform ed by the Proj ects Team, how 

this is not in overlap with the Operational fun ctions ofrunning and managing an Airport, togeth er 

with the details of work division between PMC and Projects team as Annex ure I 

•	 Authority has noted that "The Authority is of the view that the tasks ~I BIA L 's project team are 

ge nerally a part ofthe airp ort's scope ofwork and thes e costs should not be capitalized". 

•	 As pel' clause 2.1 of the Concess ion Agreem ent (CA), the scope of work of BIAL is split into 3 

distinct areas, as g iven below : 

The scope ofthe Project (the Scope ofthe Project.) shall mean: 

2. 1. l the development and construc tion of the Airp ort on the Site in accor danc e with the pr ovisions 

ofthis Agreement 

2. 1.2 the operation and maintenan ce ofthe Airport and performance ofthe Airport Activities and 

Non-Airport Activities in accordance with the pro visions ofthis Agr eement; and 

2. 1.3 the pel/armonce and fulfilment of all other obl igations (1' BIAL in accordance with the 

provisions of this Agreement 

•	 The definition of the term "Airport " as explained in the Definition section 4 the eA is "A irport 

means the greerfield interna tional airp ort compris ing ofthe Initial Phase, to he constru cted and 

operated by BIAL at Devanahalli , near Bangalore in the Stat e ofKarnaiaka and includes all its 

buildings, equipment, facilit ies and systems and including, where the circumstances so require, 

any Expansion thereof as per the master plan ". 

•	 Further. The term "Expansion " is also defined in the CA and it means the exp ans ion of thefacilities 

at the Airport f rom tim e to time as per the master plan. Further, clause 7.2 talks specifically about 

Expansion oft he Airport. 

•	 As can be seen f rom the above background, there is a clear distin ction between normal operations 

and maintenan ce of the Airport (as per 2. 1.2) and Expansion ofA irportfacilities (as per definition 

section and as per 7. 2), Hence, the parties to the CA have clearly bought out the 2 asp ects < normal 
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operations andfuture expan sion, as distinct activities, as 2 different activities to be performed by 

BIAL. 

•	 The Authority cannot now say that any expansion ofthe airport is a part ofa routine activity oft he 

airport's scope a/ work. lfthat were so, there was no need/or the parties to specifically car ve out 

these 2 activities sep arately as scope ofworkfor BIAL to perform under the CA. 

•	 Authority has also commented that the magnitude ofPre-Operative Expenses is notjustified given 

the additional cost for Design and PMC BIAL submits that when AERA appr oved the Cap ital 

Expenditure in the Second Control Period order, the approved cost had al! the 3 element s viz. 

Design, N vlC and Pre-Operative expenses. Design/ N.4C costs were benchmarked against AAI 

Projects while an adhoc amount ofPre- Operative Expenses was approved by the Authority. Each 

element of cost is unique and increase in one cost elem ent cannot be the reasonfor denial in 

another cost element. All these 3 costs are needed/or comp leting the project. 

• Also, the Authority had. during the Second control period order also noted that AERA would do 

an evaluation ofthe costs and reasonableness ofall the above 3 elements ofcost independently. 

BIAL has submitted detailed reasonsfor cost increase and also provided break-up details and 

justification (4' the Pre-Operative expenses incurr ed. Authority cannot create linkages between 

these 3 cost elements and interpret that increase in nne element would be compensated by another. 

SalOl'Vand Overhead costs being capitalized recognized in Direction 5 

•	 Pre-Operative Expenses estimated submitted by BIAL includes costs relating to Salar y of 

Personnel deployedfrom Projects Team. Project Office Running expenditure, Travel, Insurance 

and other Overheads. 

•	 Direction 5 - The Guidelines issu ed by the Auth ority itselftakes cogn izanc e of certain costs 

relating to Personnel and Other expense being capitalized to projects. Relevant extracts are giv en 

herein. 
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(d)	 Payroll costs relnted to capital projects sha ll be submitted
 

separately.
 

AS.S.5.3.	 Admin istration and general expenses • Airport Ope rator(s) shall
 

submit. in specified Form Fl1(c), as under:
 

(a)	 all general administration and corporate costs, includ ing break


up of all expenses related thereto:
 

(b)	 Provided that the said costs shall be further segregated as : 

(i)	 Administration charges, including director's sitting fees, 

communication expenses, travelling and conveyance, 

advertisement . office maintenance, pr inting and stationery, 

other allocated overhead expenses. 

(ii)	 Legal and Auditor's Fees 

(iii)	 Consultancy and advisory expenses 

( iv)	 Other charges including land lease rent, insurance costs. 

miscellaneous expenses 

ee)	 Copy of Boar d approvals, consultancy, legal, and other contracts,
 

ins u rance documents, rent agreements and other relevant
 

documents shall be sub mitt ed as proof thereof.
 

(d )	 Costs related to capital projects proposed to be capitalized shall
 

be submitted se.ptlr~ely~ .
 
- . -	 .,1 _ 

•	 Hence, Authority observation that these costs should be a part ofOperating Expenses and not 
capitalized, is not in line with its own regulations and also not in accordance with the accounting 

principles and standards. 

Accounting Treatment {or Pre-Operalive Expenses 

•	 It is established accounting principle that any costs that are directly attributable to the 

commissioning ofan asset should be capitalized as part ofthe asset cost. Accordingly. it isj ustified 

that such Pre-Op erative expenses are accounted as part ofCapital Expenditure. Authority 's noting 

that such costs should be part of Operating Expenses is not in line with extant accounting 

principles. 

CerliOeation fi"om Auditors 

•	 Expert opinion on the subj ect issued by the auditor is enclosed herewith as Annexure 2 

Contra dictory noting on Pre-Operative Expenses by the Authority 

•	 AERA has. in different paragraphs oft he Consultation Paper, accorded different views on the Pre

Operating Expenses as /a llows: ----. 
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o	 Rs. 150 crores ofcosts estimated f or capitalization in Second Control Period Order being 

considered as "Redundant" in the current Control period as Design and PA-/(' costs are 

already accountedfor. 

o	 Magn itude ofPre-Operative expenses is not j ustified given additional costs proposed by BIAL 

f or design and PAle. 

o	 Costs needing to be considered as part of Operating Expenditure and should not be 

capitalized. 

•	 From the reading of the above. (I' AERA fe els that the magnitude of Pre-Operative expenses 

submitted by BIAL are not justif ied, it can commission an Independent study to review the 

reasonableness of the cost and BIAL should be given an opportunity to present its views on the 

fin dings ofsuch study. 

•	 BIAL has also obtained an auditors ' certificate listing the value of Pre-Operative Expenses 

capit alized and lying in CWIP. This is enclosed as Ann exure - 3 

•	 Until the conclusion ofs uch a study. BIA.L 's estim ate ofPre-operativ e expenses may be considered 

ill the RAB by the Authoritv and true lip be done in thefourth control period. 

Summary 

We request the Auth ority to: 

•	 Honor Authority's own guidelines and principles 

•	 Give effect to decisions and process detailed in the past tarifforders 

•	 Avoid discriminat ion between airports 

•	 Respect extant accounting principles and Expert certification in this manner 

Accordingly. BIAL requests that Pre-Operative expenses not be summarily rejected but the expected 

cost at completion as submitted by BIAL needs to be considered as part ofaddition to Regulatory Asset 

Base. 

BIAL is agreeable to subj ect itselfto any independent evaluation/ review of reasonableness ofsuch 

costs. 

3.3.48	 BIAL commented as Follows on the allocation of opening RAB: 
Following is the extract oIA.uthoritv·s Order o(the First Control Period 

"8.26 With respect to Terminal I Expansion area (TIA). the Authority noted that according 

to BIAL, the additional Aeronautical Area constructed/or Term inal I Expansion was 54810 sq. m 

whereas the additional Non-Aero area constructed was 7684 sq. m and additional common area 

was 22436 sq. m totaling to additional constructed area of84.930 sq. m. This resulted in a ratio of 

87.70%:12.30% j ar Terminal IA Area between Aeronautical and Non-Aeronautical areas. The 

Authority proposed io consider this rat io in allocation of TI A cost between Aeronautical Assets 

and Non-Aeronautical Assets. jar the present, j ar considerat ion under additions to RAB. The 

Authority noted that BIAL shall provide year-wise audited space allocation with the details of 

allotment / or concession aires and accordingly the asset allocation fo r Aeronautical RAB is likely 

to vary. The Authority proposed that this will be trued up at the time 0/ determination of 

Aeronautical Tariffs for the next control period. " 

Decision-l ofthe !vIYTO ofFirst control period contained the jollawing on asset allocation: 
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•	 "Decision No.4. Allocation of assets and Operation and Maintenance Expenditure between 

Aeronautical and Non-aeronautical services 

a.	 The Authority decides: 

i. To consider the allocation of Opening RAB as of lst April 20// between Aeronautical and 

Non-Aeronautical Assets as determined b)' the Authority a/1(1 detailed in Table 15. 

ii. To consider the allocation ofassets relating to Terminal/expansion between Aeronautical 

Assets and Non-Aeronautical Assets as detailed in Para 8.26 above. 

iii. To consider the allocation ofOperation and Maintenance Expenditure between Aeronautical 

and Non-Aeronautical services as submitted by BIAL as pel' Table 13for computation ofAkkfor 

the current control period 

iv. To commission (1/1 independent stud)' to assess the reasonableness of the asset allocation 

considered in Para i and Para ii above (Refer Para 8.70./ above). " 

•	 The Authority had noted the fallowing in the Second control period Order 

"8.6.1 The Authority had also included a proposal to carry alit study ofallocation ofarea 

between Aeronautical and Non-Aeronautical area and consider the same appropriately at the time 

oftrue up ofAlck for the second cOI1/I'ol pertod. " 

•	 The Authority. vide decision 5 in the Second Period Order had noted the following: 

"5 (a) (ii) To can)' alit a technical study on the area used between Aeronautical and Non

Aeronautical in the existing and new terminal once the operations are commissioned and stabilized 

and result ofthe study will be used to true up during next control period. " 

•	 Hence, from the above it is clear that the Opening RA B allocation and further allocation 

considered by the Authority in the First Control period was subject to an independent study to be 

conducted This was also noted in the A1YTO ofthe Second Control Period. 

•	 Also, Para 70 ofthe TDSAT Order noted that AERA has commissioned a study jar allocation of 

assets as given below: 

"At this stage, it would not be propel' to interfere with the allocation made by the Authority when 

admittedly a study has already commenced AERA has taken the stand that allocation as pel' the 

outcome of study will hopefully be implemented in the Third Control Period. Hence, AERA is 

directed to take suitable and required steps to ensure that the study is completed at the earliest and 

put to use as indicated. " 

•	 The Authority. in the Consultation Paper/or the Third Control Period has proposed to adopt the 

closing RAE of the First Control Period as such. as the Opening RAE of'lst April 2016 without 

carrying out an Independent evaluation ofthe assets a/the Airport from Airport Opening date . 

•	 We request the Authority to true up the Opening RAE as a/First Control period be trued up based 

on afull-fledged allocation study being carried out and appropriately the same may be trued up 

from the Pre-control period onwards. 

•	 Also. we request the Authority to provide adequate guidelines on the manner of classification of 

various assets and areas into Aeronautical! Non-Aeronautical and Common and the manner of 

division a/the common assets. so that there is clarity on the sameforfuture periodsfor all Airports. 

3.3.49	 BIAL commented as follows on the ratio for allocation of assets capitalized during second control 
period between aeronautical and non-aeronautical: 
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• BIAL requests the Authority to consider the following submissions and change the asset 

allocation accordingly. 

Asset Detl/ils 

Electrical and 

Powerh ouse 

Equipment IS II I) 

Car Park related 
Asse ts (S Ii -I) 

Water Harvesting 
Assets (S Ii 5) 

Allocation by 

BIAL 

Aeronautical 

Aeronautical 

Aeronautical 

A llocatlon 

A ERA 

Consultation 

Paper 10 

by 

in 

C'ommon 

Non-Aeronautical 

COli/ilion 

Adjustment 

(Rs. Cr.) 

(-1.69) 

(It.l Z) 

113.29) 

Explanations / Reasoning/or BIAL 

allocation 

Power is a necessary utility that is 

required 10 be provided by the 

Airpo rt Operator. All Electrical and 

Powerhouse Equipm ent are fo r core 

;1irport usage. 

Also, ,.lENA adjusts the Utility cost 

re covery charges received front 

Concess ionaires from Operating 

expe nses and considers the entire 

cost as Aeronautica l. 

Accordingly. all Electrical and 

Powerh ouse Equipme nt costs are 10 

be considered Aeronautical. 

Assets listed in the S/11((1' report are 

signages adjacent 10 Main access 

roa d and Parking disp lay. 

These are not car parking area 

relat ed asse ts bUI signages and 

displays needed fo r passenger 

convenience and guidance 

According the sallie may be treated 

as Aeronautical 

Asse ts relating 10 wa ter harvesting >

Mainl» the po nds and other pipelines 

are considered as ('ammon by 

AERA. 

These asse ts are part of the Utility 

infrastructure being cre ated by I3 IAL 

as part of its Environment and 

Sustainability initiat ives, 

As submitted earlie r, the Utility 

assets which are lor core Airport 

Operations should be treated as 

Aeronautical 

Also, any cost recoveries FO Ill these 

assets are adju sted fro m Ope rating 

Expe nditure and the entire COSI is 

treat ed as Aero nautical 
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Asset Details Allocation by 
BIAL 

Allocation by 

A ERA ill 

Consultation 

Paper 10 

Adjustment 
(Rs. Cr.) 

Explunutions / Reusoning for BIAL 

allocution 

/1ccordingly, \l'e request the 

ctuthority to treat these Assets as 

..teronautical 

3.3.50	 BIAL commented as follows on the allocation ratio considered for certain projects/common assets for 
FY 21 and for the Third Control period: 

•	 BIAL notes that the Authority has considered 85.73% to be considered as the Ratio lor allocating 

certain projects viz Airport Offices. IT! Project and Sustaining Capital Expenditure proposed to 

be capitalized in 2021 noting that. in the Fixed Asset Register the common assets are segregated 

based on Terminal Ratio. Similar principle has been proposed to be used for the Capital 

Expenditure estimated/or the Third Control Period also. 

•	 For estimation purposes a Project is considered at its consolidated value. Similarly, a consolidated 

estimate / total value is considered/or Sustaining Capital Expenditure. This is necessary, as during 

the overall estimation process (in this case from FY 21 to FY 26). it is not possible to break-down 

the total project value into indtvulual asset line Items. 

•	 In any Project, there are: 

o	 Assets directly identifiable as Aeronautical (For example Baggage system related or Security 

related in a Terminal Building or any Airside related capital expenditure) 

o	 Assets not directly identifiable as Aeronautical - indicated as Common (For example 

Computers which may have a mixed use) 

o	 Certain assets directly identifiable as Non-A eronautical assets 

•	 As the Project level Capital Expenditure estimate is likely to have all the 3 components, BIAL has 

taken the overall cost ratio (which is a representative value, as it is derived from the Overall 

existing asset register) and applied the same at 91%(01' these Projects/ Consolidated Capex line 

items such as Sustaining Capex, which would have a cross section ofall categories. 

•	 Also. based on BIAL '.1' past estimate, the proportional ofpurely Aeronautical assets in certain of 

these Projects (For example IT! or Sustaining Capex) is expected to be more than 91%. but has 

been taken at 91% based on a representative number. for the purpose ofestimation which can be 

trued up at Actuals. 

•	 Hence, we request the Authority to consider the ratio for Projects/ combined capex costs which 

may have all elements. at 91% which would be trued up on review 0/ individual line items on 

inclusion a/the said line items in the Fixed Asset Register. 

3.3.51	 BIAL commented as follows on the design and PMC cost for the Second Control Period: 

•	 The Authority has considered the capitalized cost ofDesign and NvlC and allowed the same for 

the addition to RAB in the 2nd control period. 

•	 The PAL I projects are integrated, complex, mega-scale development projects involving 25 mmpa 

Terminal. NSP R and associated Airside works. /yl/yITH and landside design. landscape design and 

PMC/or managing and overseeing the entire project. 
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•	 BIAL has submitted the detailed break up 0/ Design and N vlC cost undertaken to complete this 

project. The projects cap italized in 2nd Control Period is largely the NSPR project and the Design 

and P/vIC cost relatin g to that proj ect has been capitalized as perthe accounting policies. 

•	 The Design and Pi'vlC costs should be considered f or the entire project cost at the lim e of 

completion of Capitalisation ofthe entire project in the Third Control Period. 

3.3.52 BIAL commented as follows on the disallowance of financing allowance: 
Provisions as per Direction 5 

•	 The Authority was established under the A£RA Act 2008 for dischar ge of its functions of 

determination 0/ tarifffor aeronautical services, and to call for such information as may be 

necessary to determine tariff under the AERA Act. To ensure this AERA issued all Order 

No. 13/20 I0-11 dated 12th January 20 II ("A irport Order ") finalizing the Regulat ory Philosophy 

and approach for economic regulation I?l Airport Operators. Further, the AERA issued the 

Direction No.5/2012-11 dt. 28th February 2011 pro viding the Terms and Conditions for 

determ ination oftariffs fo r Airport Operators) Guidelines, ("A irport Guidelines 00) 20 II under 

Sec tion 15 of the AERA Act directing all Airport Operators to act in accordance with the 

Guidelines. 

•	 Direction 5 allowed Airport operators 10 be eligible f or Financing Allowance (which is basically 

a return on the value invested in construction phase ofan asset including Equity invest ed), before 

the Asset is put into use. This is a legitimate expectation of illvestal's. 

•	 The concept of Financing Allowance and how the Work in Progress Asset includes the Financing 

Allowance is detailed out in Paragraph 5.2.7 ofthe Direction No.05-2010- 11 as below: 

"5.1.7. Work In Progress assets (a) Work ill Progress Assets (WIPA) are such assets as have not 

been commissioned during a Tariff Year or Control period, as the case may be. Work in Progress 

assets shall be accountedfor as: 

WIPAt = WIPAt-1 + Capital expenditure + Financing allowance - Capital receipts ofthe nature 

0/contributions from stakeholders (SC) - Commissioned Assets (CA) 

Where: 

WIPAt = Work in progress Assets at the end ofTariff Yeart 

WIPAt-1 = Work in progress Assets at the end oft he TariffYear I-I 

Cap ital Expenditure> Expenditure on capital projects and capital items made during Tariff 

Year t. 

•	 The Financing allowance shall be calculated as f ollows: 

Capex - SC - CA)
Financing Allowance = Rd X ( WIPA t_ 1 + 2 

•	 The Authority has furth er provided an Illustration on Page 28 ofthe working. The extract of the 

illustration is as under: 
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TIl t! v(,/I/~ {"if ~omm;ssioncd o,:,J:ict!'O, us aatoulared, !llrull be U:fiflU /0" 

rr" '(': (o :;tillq RADfol·thc Corrtr-ol Pr.riod. 

•	 Further. Para 5.2_5 of the same Direction No. 05 details the forecasting of RAB wherein the 

commissioned assets (including the Financing Allowance on the assets , whim it was in Work in 

Progress stag e) has been added to RAB andforms part ofthe closing and average RAil workings. 

The Illustration" in Page 23 is given below: 

Forecast RAn 

:lDI(rJ I '1 , if( Tarltf tariff rl"rlft' , Ilit, 
Yc.r 1 Ynrll Yrar4Wars re r/l
 

OpenlnRIlAB,.,
 Oil 12.7,~O 2° 0500 IH.H2~ u1,462 13.??8 I:.l.m
 
Commlmllnod Auela CA
 ® 6Ocproeclallon DR 2.2~0 2,307 2,364 20304 2.402 731
 
D1l11l' l I
 Di Ion
 
In~nllve A<Uu.tmall JA
 

C1o.JngRAJh C'H (JK . (~ 1 6~~ 13.998 12Q77 11 547 
DR·]) . I.~ 

!tAR(or <.Icul.linl: AIlR IlA-(OIl.CIll/2 19,663 17.644 ',-2;lD '3,1:\11 1I,91:.l 

•	 The Clause (d) of Para 5.2.6 defines Commissioned Assets as below: 

"Commissioned Assets: Represents investments brought into use during Tariff Year I. consistent 

with Clause 5.2.7 herein below. ,. 

•	 Thus. f orm the above clauses it is clear that the Financing Allowance is computed on the Work in 

Progress balance based on Capital Expenditure incurr ed irrespective of it being funded hy 

debt/Equity/Internal accruals and is capitalized as part of Commissioned assets for RAB 

Computation. 

Clarification and amrllla~ion o{Direclion 5 provided to BIAL by AERA. 

•	 BIAL had vide its letter dated 27th August 2012 sought clarificat ionfrom AERA on Financing 

Allowance. (the leiter is being produced in Annexure 4) requesting AERA to confirm its 

understanding on the above clauses of Financing Allowance and its application in the Business 

Plan. 

•	 The Authority vide its email dated 22nd October 2012 has clarified the following. 

70 I P age 

. \ .... ... ........
 



Order No. 11/ 202 1-22 / or th e Third Control Period K1A . Beng aluru 

"i) BIAL 's understanding that the Financing Allowance is comp uted on the total Work in Progr ess 

balance (whether funded through debt/ equity/ internal accrua ls) and is capitalize d as a part 0/ 
commissioned assets / or RA B computation is correct vis-a- vis Authority '.I' Guidelines. 

ii) As regards the clarifications on the comp utation ofthefinancing allowance ass uming there is 

no contribution on accoun t ofCapital receipts, theformulafor Financing Allo wance would he: Rd 

x (Ope ning WIP + (Capital Expenditure -sCommiss ioned Assets t/Z) . where Rd is the Cost ofDebt, " 

The letter is provided as Annex ure 5 

• Thus, Direction 5 pr ovides an explicit, detailed elaboration ofFinancing all owan ce. Manner and 

for mulae of computation and addition ofthe "commissi oned ass ets" int o RAB including the 

Financing allowance are elucidated in detail with examples. Also. this has been posit ively re 

affirmed by AERA in the clarificatory leiters provided. 

Past t arilr Urders o{/JIAL 

• The reg ulatory prin cipl es laid down by the Authority and base d on which the tari ff orders are 

determined provide afundamental fo undation 0/the regulatory clarity to the stakeho lders on the 

manlier ill which different compo nents ofcosts and revenu es are treat ed. 

• Bas ed on the regulatory philosophy and the confirmation/c larification giv en by the Authoritv, BIll. L 

filed its M YTP submission / or l st and ZndContro l period pr oviding/or Finan cing Allowance and 

the same was approved by the Authority/or hoth the Control periods. 

• In the MYTO ofboth the contro l periods. th e Authority has taken cognizance that the Financing 

allowance (on total capital expe nditure) which will be added to RAB will be different f rom the 

Interest during Construction (which is on the Loan borrowed) which will be capitalize d in the 

finan cial statements. 

• Following is the extra ct ofTable 27 ofthe M YTU issu ed/ or BIAL / or the second control period. 

The table clearly denotes that the estimated addit ion to RAB is the Cost incurred p lus Finan cing 

allowance whereas the same table shows estimate 0/ addition to the Financial stateme nts as being 

Cos t incurr ed plu s IDC. 

Extract from Table 27 - A dditions to RAB for 21ld Control period as per MYTa 

Totlll 

Financing Addition to Total addition to 

Project Capitatisn Infra cost allowance IDC RAB Fix ed A ssets - hooks 

A B C A+B A+C 

Site preparation & 
Earthworks to 

RU fl lV((V 2. Taxiway 
& Apron 2018 696.-1 7 105.98 65.32 802..15 761.79 

Runway 2. Taxiway 

& Apron - Phase /£1 2020 /286.92 / 9-1.33 /6-1. 29 /-1 8/25 /-15/. 2/ 

Others 

-

-

Expansion projects 

cap italized 9306.63 896.08 1035.77 10202.71 10342.40 
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• In the example highlighted above. Total addition 10 RAB is R.I'. 1286 .9 2 crores of cost 

Financing allo wance R.I'. 194.33 crores wh ich is R.I'. /481 .25 crores whereas the 

capitalization in bo oks is R.I'. 1286.9 2 crores cost plus ID C Rs. 164 .29 crores which is Rs. /45

crores . This clearly shows that Financing allowance is not the s ame as ID C. 

plus 

total 

1 .21 

• Workings ofFin ancing allowance and ID C for the highlighted Pr oject is detailed below: 

Financing Allowance estimation computations (From ,'!'I YTO Model ofSCP) 

Runway 2, Taxiway & Apron - PIIfI.ve fa 

Particulars 

Opening Work in progress 

FY 16 
(UJO 

FYI7 

6. 75 

FY 18 

197.9-1 

FY 19 

-170.35 

FY 20 

1288.35 

Spend projected 6.75 181.22 239.83 732.26 126.8 7 

Applicable rate of Interest f{}, 25% f{), 25% f{}, 25% l t). 25% f{},25 % 

rompuled Financing allowance 0.00 9.98 32.58 85. 7-1 66.03 

Capitalization 0.00 0.00 0.00 0.00 1-181.2 5 

Closing Work in progress 6.75 197.94 -1 70.35 1288.35 0.00 

For the same asset Loan draw down and IDC computations are as befall' (From M YTO Model lifSe p) 
Runway 2. Taxiway & Apron - Phase la 

Parrlculars F}' 16 PY 17 PI' 18 F I' 19 FY 20 

Oponing t .oan bntancc 0.00 0.00 112.28 f23.79 701.60 

Additional Loan taken 0.00 101.8-1 0.00 5 12.58 I0!.5 0 

Interest during Construction 0 f{}, -1-1 11.51 65.23 77. 12 

Capitalized (J.(}O D.DO 0.00 0.1)1) 880.2 1 

Total 

1286.92 

19-1.33 

Total 

16-1.29 

•	 Following is the extract ofPara 10.14 and Table 23 of /vIYTU issue d /or BlA l.for thefirst control 

period. The Table cl early not es th e term Financing allow an ce as being added to the costs and 

charges. 

10. 14 The Authority '.I' app ro ach oft reating cap ital work in progress is to givefinancing allowance 

at th e cost 0/ de bt j ar the capita / work in progress assets. 

Table: Assets decided 10 be co ns idere d as part ofaddition to RABjor the F irst control period

Rs. Crores 

Project Date ofCapitalization 
Basic Cost and 

charges 

Financing 

allowance 

Projects 

Total Cost to be 
added to RAB 

Apron Expansion February- I -t 121.15 23. 12 1-1-1. 27 

Terminal I Expansion February- I -t 13-12.30 168.63 1510.9-1 

Other Projects i.e.. 

Miscellaneous 
Febru ary-L-l 16.39 16.39 

Terminal I Exp ansion 

Additional 
March- I S 80.22 80.22 

Other Proj ects March-15 98.32 98.32 

Expansion Proj ects Capitalized IA) 1850./3 

Maintenance Capex Proj ects 

31" March 20 12 f5.-13 15.-13 

3 1'/ March 20 13 22.52 22.52 

3/,' March 20 1-1 O.DO 0.00 

3 / '{March 2015 26-1 .50 26-1.50 

3/'{ March 20 16 6 1.66 6 f.66 
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Project Date ofCapitalization 
Basic Cost and 

charges 

Financing 
allowance 

Projects 

Total Cost to be 
added to RAB 

Maintenance Capital Expenditure (B) 364./1 

Total Capitalization 2214.24 

Maintenance capital expe nditurefor 20 11- 12 and 2012-/3 given net a/dis posals 

• Workings of Financing allowance and IDC (though not included as part of the ,VlYTO) fo r the 

highlight ed Proj ect is detailed below: 

Apron Expansion 

Particulars FY 1/ FY 12 FY 13 FY 14 FY 15 FY 16 Total 
Opening Work in 
progress 0.00 36.02 68.06 117.79 0.00 0.00 

Spend projected 3.J.20 26. 15 .JO..J6 20.3.J 0.00 0.00 121./5 

Applicable rate ofInterest 12.00 % 12.00 % 10.50% 11.00% 12.50% 12.50% 

Financing allowance 1.82 5.89 9.27 6. 1.J 0.00 0.00 23. 12 

Capitaltzation 0.00 0.00 0.00 1.J.J.2 7 0.00 0.00 

Closing Work in progress 3.J.20 68. 06 1/ 7.7? 0.00 (J.OO 0.00 

For the same asset Loan draw down and IDC computations are as below (From MYTO Model o fFCP) 
Apron Expansion 
Partil:ulars 
Opcninu Loan balance 

FY II 
0.00 

FY 12 
0.00 

FY 13 
42.36 

FY 14 
0.00 

FY 15 
o.oo 

FY 16 
o.no 

Total 

Addition al Loan taken 0.00 40.25 I 1.25 0.00 0.00 0.00 
Intt:rcst during Construction 
Loan lor Capitalised asse t 

0.00 
0.00 

2.11 
0.00 

5.28 
58.89 

0.00 
0.00 

0.00 
0.00 

0.00 
0.00 

7.39 

Closinz loan balance 0.00 42.36 0.00 0.00 0.00 0.00 

Summary: 

•	 IDC cost is not taken f or RAB Addition, bitt financing allowance is consideredfor RAB addition. 

•	 Computation ofFinancing allowance is on total capital expenditure and not on debt drawals . 

•	 Formula of Financing Allow ance considers cost of debt rate for entir e expe nditure in work in 

progr ess. 

•	 As per Authoritys principles both equity and debt get return during the construction phase. 

Current Position 

•	 Finan cial closure f or Expansion project was based on the applicability of Financing Allowance 

and both shareholders and lenders have invested their share based on the tarifforders approved 

by AERA in the 2nd Control Period. 

•	 Accordingly. BIAL has prov ided a CA certijicate as required during MYTP evaluation process 

explaining the detailed project wise comp utations of Financing allowance in line with Direction 5 

and the amount to be additionally added to RAB. The certificate is enclosed as Annex ure 6. In 

BIAL '.1' estimate, due to upfront investment ofhuge value ofEquity. approx. R.I'. 20t) crores are the 

additional inclusion to be made in RAil. 

•	 In the Consultation Paper for the 3rd Control period, the Authority has slated that BIAL has 

computedfinancing allowance irresp ective of wheth er it wasfunded by equity or debt and that this 

has led to additional capitalization in the books 0/ acco unt 0/ BIAL and that it is notional and 
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hen ce will not he considered both f or true up of Second control period and the estimationfor third 

control period. In effect, the Auth ority is treating thefunds deployed by the airport operator during 

construction phase at zero cost. This is incorrect and not in line with its own TariffPhilosophy and 

the conceptualframework. 

• BIAL wishes to submit that it has deploy ed 93% ofits internal accrualsfor expansion in the airport 

sin ce AD D in creation ofassets like Terminal T1A expansion, NSPR, Terminal Tl , Aprons etc" aff 

managed with a prudent mix of internal accruals and debt funding. Any investment made in 

creation ofan asset has to be accorded a return . 

• This has also been delib erat ed by TDSAT in the DIAL Order fo r the 1st Control Period in the 

context 01" Authority 's decision 0./ cons idering RSD at zero cost debt where in the TDSAT states 

"Conceptually the cost 0/ investment can never be zero since that would imply an infinite return 

{by ge neral definition, return on investment = (gainsfront investment- cost ofinvestme ntt/cost 0/ 
investm entl}. Thus, it is obvious that ifthisfund has been used as an investm ent , there is a cost 

atta ched to it which cannot he obv iated by saying that it is a zero cost debt , " Hence, the con cept 

that any investm ent towards construction of an asset has to be accorded a return has been 

recognized in the above TDSAT order. 

• Furth er, RIAl, wishes to submit the Tariff Phil osophy for Airport operators provides / or a Fair 

Rate a/ Return on the Regulatory Asset Base only after the asset IS commissioned and put to use. 

The assets used in the airport are capital intensive and have long gestation period fo r 

commissioning, durin g which phase the Financing allowance rightly provides for a return on the 

long-t erm assets (including Equ ity invested therein) which take time to commiss ion. Moreo ver, the 

Direction No.05 allo ws for only a return at the cost 0/ debt and thus no unjust enrichme nt is 

accorded to the airport operator on the eq uity f unds invested at the time ofcreating the assetsfor 

the airport. 

• Abrupt changes to Regulator y principl es, in contraventi on to Authority '.I' own Guidelin es and one 

whi ch had been f ollowed in the past tari fforders, creates dou bts regarding cons istency 0/ the 

Regulator's approach while adding to the doubt s in the minds of Investors. S uch an approach by 

the Authority will harm the interest ofthe Investors who ha ve already invested in the ailp ort. 

• Changes to a set regulatory approach which has been laid down by the Authority itself and 

consistently followed in the past orders and one which has been extended to the applicahle other 

airp ort op erators also, as a hindsight, creates confus ions and doubts on the Regulatory Approach 

as well as doubts in the minds of the Stakeholders and investors of the airp ort pr oject. Such an 

approach by the A uthority will harm the interest a/the investors who have invested in the airp ort. 

On one hand the Airport operator is required to continuously invest in the airport to enhance 

capacity and prov ide world class amenities to passengers while on the other hand it has toforego 

any form ofreturn on its investm ent dur ing the construction phase whi ch vitiates the environment 

forfurther investment in the sector due to regulatory uncertainty. 

• Non consideration ({I" Financing allowan ce is unjust , violat ing A ERA's own guidelines and 

inconsistent with the approachfollowed in the pr evious Orders, 

Summary 

• The AERA Act requires the Authority to consider "timely investment in improvement 01" airport 

f aci lities ": and "economic and viable operation ofmajor airports ". The statement a/objects and 

reasons of the AERA Act requires Authority to enco urage investment in airp ort facilities, crea te a 

level playingfield andf oster healthy competition. The Airports Infrastructure Policy 0./ 1997 and 
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NeAP 2016 also emphasise the need to provide a commercial orientation and encourage private 

sector participation in the airport sector. 

•	 The principles 0./ promissory estoppel and legitimate expectation demand that if investment is 

approved in a given regulatory matrix, after the investment has been made, the regulatory matrix 

cannot be changed. 

•	 BIAL has tied up the financial closure and funded from Internal accruals upfront ./01' PAL-I 

projects based on the applicable Regulatory Principles and the precedence set in the past control 

periods. 

•	 Financing allowance computation isfully in compliance with Direction 5, affirmed by Authority to 

BIAL in its communications and has also been considered by AERA in the past orders. 

•	 What was accorded to BIAL in At/YTOo./SCP was a Promissory estoppel. A principle enshrined in 

AERA Regulations 0./2011 andfollowed consistently in the previous 2 control orders cannot he 

withdrawn or amended 

•	 Based on extant AERA regulations and the principles applied in the Previous control period orders. 

BIAL has submitted CA certificates on the calculations of Financing allowance. We request the 

Authority to consider the same and update the Regulatory Asset Base accordingly. 

3.3 .53 SIAL commented as follows regarding the eastern connectivity tunnel : 

"Background: 

•	 KIA currently has external access through the Trumpet on NH 44 (earlier NH 7) and the South 

Access Road As this was ofa serious security concern, the BIAL Management explored alternate 

access points to the airport and evaluated options which were discussed with Government 0./ 
Karnataka (CoK) I lnj i'astructure Development Department (IDD) . Also. the construction works 

on the South-Western connectivity has commenced and is planned for operationalization by March 

2018. An Eastern Connectivity Road providing connection to the Eastern development pocket (not 

connected to the airport west areas and the terminals is under construction by the PWD 

department. 

•	 Request for the access to Eastern side ofthe airport was made by Additional Commissioner Traffic 

and by ACS Home . in 2016 which has necessitated the project. Relevant leiters are enclosed as 

Annexure 7. 

•	 The access to the Airport through the Trumpet on NH 44 through SW Connectivity road is the only 

external access available between airport terminal and Bangalore city. The expansion on NH 44 

is not possihle due to congestion at Hehhaljlyover and due to land acquisition constraints. As per 

Bengaluru Metropolitan Region Development Authority (BMRDA) Structure Plan 2031, intense 

development is planned around east of Bangalore urban clusters I nodes. Significant other 

developments in the area ex. commercial developments at Doddaballapura and Chikballapura. 

business parks. IT and hardware parks. KIADB aerospace parks etc. is expected to lead to 

additional traffic. 

•	 BIAL has conducted a feasibility study to evaluate options for an alternate access and based on 

the study it was proposed that the Eastern Tunnel Access road would be feasible and make the 

airport more easily accessible/or the eastern part ofBengaluru city. 

•	 BIAL undertook construction ofthe Eastern Tunnel works involving Phase 1- Early Works which 

includes construction of Tunnel below crossfield taxiway (approximately 300m. only civil works) 

and the same has been capitalized in FY 21. 
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•	 The criticality ofthe Eastern Connectivity Tunnel is that it had to be built below the cross taxiway 

and thus it had to be taken up at the time ofconstruction o[NSPR. Ifit was not done now, it would 

be prohibitively expensive to undertake it once the NSPR is operational and it will also result in 

shut down o/NSPRj(Jr the construction period ofaround 9 months. 

•	 The ECT was done after gelling requisite permissions! approvalsfrom BCAS, CISF etc. BIAL has 

also got the approval to open the ECT (readyfor use) below the cross taxiway and currently this 

is being used to transport the construction materials and labour. in view ofthe operationalization 

ofthe NSPR vide Minutes ofMeeting dt. l-ith January 2020 and the tunnel has been put to use. 

•	 BIAL would thus request AERA to consider the capitalization ofthe ECT and not exclude itfrom 

the RA B ofSecond Control Period. 

•	 The Eastern Connectivity Tunnel (ECT) comes below the cross-field taxiway which is under the 

boundary a/the NSPR. This cross-field taxiway is the only connecting taxiway between North and 

South Runway and to the Terminal buildings. The ECT has been constructed along with NSPR to 

avoid anyfuture disruptions to the air traffic operations, once the cross-field taxiway becomes 

operational. The tunnel has 5.5111 clear height with 4 traffic lanes divided by a central sectionfor 

walkway and tunnel utilit ies and drains and additional utility trench on either of the traffic lanes 

etc. 

I. Operational difficulties RIAL will face if it were to construct this ECT under an operating 
environment i.e., under a "live taxiway". 

•	 The Cross-field taxiway has to be closed. ![ the ECT were to be constructed in an operating 

environment. Closure of this important taxiway to enable construction 0/ Eastern Connectivity 

Tunnel will have the following impact: 

•	 The Eastern Crossfield Taxiway will have to be closed in the future, if the ECT were to be 

constructed in an operating environment. Closure ofthis important taxiway to enable construction 

ofEastern Connectivity Tunnel will have the/allowing impacts: 

o	 Reduction in overall air traffic movements (capacity) at BLR Airport. as one runway needs to 

be closed in the absence ofthe Eastern Crossfield Taxiway connection (the only North-South 

connection on the Airfield). Closure of the South Runway will adversely impact (i) hourly 

airfield capacity. causing significant imbalance between airs ide, terminal and landside 

capacity leading to changes to airline schedules; (ii) reduced low visibility operations. 

resulting in aircraft diversion and delco'S since this is the only CAT III equipped runway at 

BIAL.; and (iii) Elimination a/Code F aircraft operations at BLR Airport during this 

o	 As per compliance. such construction will be categorised under the "taxiway over a bridge" 

category, which will result in additional cost and thus was avoided. Taxiway over the bridge 

has stringent regulatory requirements to ensure sufficient strength to hold the weight o[ the 

heaviest aircraft as well as requisite security requirements/or such operations (per Section 2 

below). 

o	 Design stability is better when constructed with integration rather than stand alone. 

Considering the requirement 0.[ deep excavation to construct tunnel under the taxiway. it is 

also expected to have rock blasting! piling etc. These activities will adversely affect the 

strength ofadjoining paved surfaces a/runway & taxiway. 

o	 While the existing surface is required to be removed and re-laid to construct the ECT, the 

joining ofnew and old surfaces will have difference in evenness, which may lead to compliance 
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issues with regard to slope corrections and water pending. In addition, all the new surfaces 

are expe cted to settle down during its stabilization period and tiny such sellling of surface 

between the tunnel and taxi way will result in sill/ace deterioration and cracking. 

o	 The natural topography of the airport is in a north-western direction, and the drainages are 

laid out accordingly. Any disruption in the drainage path may lead toflooding ofSouth Runway 

and associat ed areas. Also, while exec uting any excavation work in operational areas, all the 

AGL circuits & other cables need to be protected, which will be impra cticable in this case. 

a	 The existing AGL circuit s originatesfront both the CC Rs locat ed at either end ofthe runway 

and panning out towards the North Side. Any disruption to these cables will {{[(ectthe existing 

AGL in areas which are to be used/ or operating North Runway. To relocate these circuits and 

integrating with the CCRs ofNorth Runway requires huge expans ion offa cil it ies at CC Rs of 

North Runway. 

o	 During the construction 0/ such magnitude. it is expected to have several heavy pieces of 

machinery to excavate and move earth and building materials along with a significant 

manpower. These vehicles and manpower are expec ted to move through the aircraft 

operational areas (i.e., airside areas) , which will add to the hazards affe cting aircraft 

operations and need appropriate regulatory and sec urity compliance and clearance (see 

Section 2 below). 

a	 Re-approved from appropriate regul atory Authority would be required, which requires 

demonstration a/strength. 

2. Clutllenges that BIAL wouldface.from a BCAS perspective, ifit were to construct this ECT in au 

operating environment. 

•	 A irside & Landside mix during construction endangering airport security. 

•	 Access / or manpower and equipment to airsidefor construction activities. 

•	 Re-approvalfrom appropriate regulatory Authority. 

•	 Safeguarding the area with increased manpower. 

3. Other aspects ofAirport Operations 

The construction cf South run way and Crossfield tax iway connection to north runway has 

essentially split the airport property into two parts - east and west. All the airport management 

off ices are in the west, with velY little development in the east. The tunnel is the sole accessfrom 

west to east within the airport prop erty. Alternate rout e around the so uth runway and Village roads 

is 20km long. 

•	 The tunnel is being used by the I3IAL landside security team/or regular patrolling a/ the airsi de 

perimeter wall and undert aking regular safety checks on both sides ofthe Crossfield taxiway. 

•	 131.1L security team undertak es patrolling along the perim eter road during day as well as night and 

also has posts on the 'eastern side a/the tunnel and attends to all the exigencies. With sizeabl e 

numb er a/guard posts on the eastern side and the area to be cover ed is extensively large, any 

occurrence 0/ untoward incident requiring intervention of law and order / security agencies will 

necessitate the use a/ the tunn el as there is no alternat e access other than taking the vii/age road 

which increases the distan ce by 20 kms and reaction time by almost an hour. Another point to be 

noted is that these vii/age roads are not accessible 2",x 7. 
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•	 Due to undulating terrain and soil pile up on account a/construction activities (happening outside 

the operational area), during rainy season. slush pile up happens neal' the perimeter wall ofthe 

operational area. This slush has to he cleared using heavy machinery to avoid wall collapse. These 

heavy machinery like hull dozers , dumpers. excavators have to necessar ily move via the Eastern 

Tunnel to do perform these act ivities as they cannot move thru the village roads. 

•	 BASH/VI team has to carl}' alit regular habitat monitoring fo r effective WH,\;IP (W lldl ife Hazard 

Management Program). This is in accordance with the requirements stated in ICA 0 998 1 Part 3, 

Para 6.3. I and ICAO 9/37 5th Edition Chapter 9. As part to this. the critical habitat around the 

airports is assessed and recorded for regular monitoring The prominent habitat areas, near the 

airport vicinity , are located on the southeast side ofrunway 27 L9 (Forest belt) and North 0/ 27 R 

(Bettakoue lake). These are the two prominent locationsfor bird/wildlife hazard which could pose 

concurrent threat to the airport operations. BASHlvl team has to monitor this area fo r hird 

habituation to identify the spec ies so that we can alter their habitat and also tor keeping the birds 

less attracted to airside. Apart fro nt this. the team also has to move into these areas fo r bird 

scaring to keep awczv thep ocking birdsfrom the lakebed. Since the water birds and bigger in size 

having huge plumage their maneuverability from aircraft movement path in minimal and often 

leads to bird strike incidents, Hence it is imperative to keep these attended whenever they are 

availabl e on lakebed. All these activities are currently carried out taking the circuitous route 0/ 
20 kms which often leads to increased lead time 111 reaching to these locations, A quick access to 

the east area through this Eastern Tunnel is critical in BASHM activities , 

Airport Layout 
showing Tunnel 
Location and 
alternate Village 
Route 

•	 To address all the above-mentioned issues and obtain maximum operational efficiency, the Eastern 

Connectivity Tunnel is undeniably neceSSGJ:J'. This will practically eliminate all the operationally 

related constraints making the tunnel a valued infrastructure to secure airport operations with 

better efficiency in handling any contingencies as well as better time utili::.at ion. 

4. Financial Impact of implementing ECT ill FY2026 under an Operating environment 

•	 BIAL had carri ed out an evaluation to ascertain the cost benefit analysis of carrying out this 

activity currently instead a/being done in FY 26. Considering the Design. PMC and Contingency 

costs at 5% and 3% as appl ied hy AERA the estimated cost of the proj ect in FY 26 is R.I'. 176.37 

crores, excluding IDC Additionally, operational difficulties and challenges have to he cons idered. 
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EslinateolEaslem Coonect~ily TunnelinYear 2026 
Sl.Nr. ttem Arrount AnnUllt 

1 Award CoS orCor5lructi oo III Y_ 2019 ra00.00 000 
2 IrtlaionacH i> 4.9%lor 7 lears 1398 
3 Estinanl rose ConstructionCost il Year 2026 1.0!1.O242.2llO 
4 AifSide AllMffi:e <1.e 10lesser PrcxiJdi~; t{ 21. 80.48.456 AS9JrTed2Q% as lhe access need10 DelIYO utlAifSide 
5 Disrmrtlm olTa-<iw>Ilor 300m 22i 00000 PrCN isioroiSun 
6 RlHlolOO of Ta:<J'Ml\ inYear 2lJa) 3000.00.000 Assurred 20 000/ nQ Ildudm 001redificatiOl'lS nee<led 
7 Estinated CooslructiooCost il Year 2026 1,63,07,90,T.l6 
8 DeSm &PI.lC Feetal5% 8.15.39.537 
9 
10 

3% 
Estinated ProiectCost in Year2026 

5 13.69.908 
1 76.37.00.181 

•	 As can be seen from the above, it is beneficial to implement ECT works along with NSP R 

implementation and not during FY2026 under an operating environment. 

•	 BIAL submits that considering the cost savings as detailed above and prudence employed in 

developing the Eastern Connectivity Tunnel and the / act that the Eastern Connectivity Tunnel is 

already in usejar various airport activities. this expenditure needs to be considered under Section 

13 ofthe Act.. in particular. Sect ion 13(1)(a)(ii i) and 13(1)(a)(iv). 

•	 BIAL strongly believes that this cap ital expenditure is necessary at this stage 0/ the proj ect so as 

to avoid a higher cap ital expenditure at a later stage and also avoid operational disrupt ions to 

Airlines and Air Traffic movement at KIAB. BfAL is being penalized (rather than being rewarded) 

for its capital efficiency and advance planning. 

•	 As elaborated above, the Eastern Connectivity Tunnel has already been put to use and capit alized. 

Eastern Connectivity Tunnel is currently used by jar performing various Airport act ivities such as 

vehicular movements and Security and safety related patrolling, BASH,14 etc. and it establishes 

vital connectivity with the other side 0/ the Airport. As the tunnel was created due to a spec ific 

need and request, and has been successfully, constructed, commiss ioned and put to usefor various 

Airport activities as stated above. BfAL requests the Authority to consider the Eastern Connectivity 

Tunnel as part 0/RAB. " 

Other stakeholder comments on true-up of regulated asset base for the Second Control Period 

3.3.54 Government of Karnataka commented as follows on the eastern connectivity tunnel: 

•	 "Reconsideration 0/ key projects directed by Government ofKarnataku: The Metro 

Rail Scheme and Appurtenant works and the tunnel works under the active run way for 

connec ting the terminal to the eastern access road have been mandated by Government of 

Karnataka to provide better connectivity to passengers travelling to their home. The capital 

cost jar these proj ects should be considered in this control period " 

3.3.55	 Regarding the eastern tunnel works, Infrastructure Development Department (GoK) submitted that 
these works are required for the alternate access points to the airport from the security standpoint and 
initiated by Government of Karnataka. IDD stated that BIAL has saved future costs, as doing this 
project later under a 'I ive taxiway' would have created more operational problems and also would have 
costed more. IDD requested the Authority to consider the capitalization of the enabling works of eastern 
connectivity tunnel as per SIAL's submission . 

3.3.56	 FIH Mauritius Investments Ltd. submitted as follows regarding the disallowance of project pre
operative expenses: 

•	 "These are expenses incurred f or having a dedicated Proj ect team that is responsible for 

implementation ofExpansion Project by working along with team of international consultants. 
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•	 Contrary to the decision taken in the 2"d control period tarifforder. AERA has now disallowed the 
entire cost ofRs.355 crores and this disallowance will severely impact the cash flows orBIAL. 

•	 In the 2'''' control period order. Authority had acknowledged that there is a need to have a dedicated 

Project Management team when large scale capital expenditure Projects are being executed. 

•	 Authority had approvedpre-operative expenses in the case ofDelhi and Mumbai airport expansion 
projects in the recent past and has also proposed pre-operative expenses in the consultation paper 

issued/or GHIAL recently. 

We request the Authority to reinstate the pre-operative expenses as approved in the 2nd tarifforder 

and true up the same at the time ofcompletion ofthe projects based on actual costs incurred and its 
reasonableness.:' 

3.3.57 FIH submitted the following regarding the withdrawal of financing allowance: 

•	 "Financing Allowance as per Direction No. 05 was followed by AERA in the last 2 tariff'orders. 

This was the basis for lenders and shareholders to commit their share of investment in the 

Expansion Project. 

•	 AERA has inconsistently revised the concept o( Financing allowance in the 3rd Control Period 
and this will seriously affect the cash flows and ability to service debt service obligations ofthe 

company. especially since BIAL has invested100% a/the equity (amounting to Rs 2.42) crs) prior 

to debt disbursement. 

•	 Such changes to Regulatory principles. in contravention to Authority's own Guidelines ami one 
which had been followed in the past tarifforders. creates doubts regarding consistency of the 

Regulator's approach while adding to the doubts in the minds ofInvestors & Lenders. 

We request the Authority to honour its own guidelines and airport regulations and allow Financing 

Allowance in line with the principles applied in the tarifforders a/the prior control periods. .. 

3.3.58 Regarding the issues of concern in the consultation paper, Siemens stated the below issues. 

Similar to the comments of FIH, Siemens has also stated that the Authority should uphold its guidelines 
and airport regulations and allow financing allowance as claimed by BIAL. 

Similar to the comments of FIH, Siemens has also stated that the Authority should reinstate the pre
operative expenses as approved in the 2nd control period order and true-up the same at the time of the 
completion of the projects based on actual costs incurred and its reasonableness. 

3.3.59	 MIAL stated that the Authority needs to consistently follow its own guidelines and is requested to 
allow the financing allowance as per its own guidelines and the past practice for tariff determination of 
BIAL. 

3.3.60	 APAO stated that the Authority should honour its own guidelines and airport regulations and allow the 
financing allowance claimed by BIAL. 

APAO stated that the Authority had approved INR 150cr. in the 2ud control period after acknowledging 
that there is a need to have dedicated project management team when large scale capital expenditure 
projects are being executed. APAO stated that the disallowance of pre-operative expenses will severely 
affect the cash tlows of BIAL and the Authority has not conducted the study when the project is still 
under construction. APAO requested AERA to allow pre-operative expenses as approved in the 2ud 

control period order and true-up the same at the time of completion of the projects based on the actual 
costs incurred and its reasonableness. 
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3.3.61	 FIA commented that while it appreciates that independent studies have been conducted by AERA on 
efficient capital expansion, asset allocation, Operating Expenditure/O&M expenses, and Cost of 
Equity, FIA subrnitted that the same may be undertaken prior to commencement of each 'Control 
Period' in order to minimise any large variations in projections and also ensuring suitable 
benchmarking of costs. Further, FIA requested AERA to apply the cost rationalisation measures, as 
indicated in such studies, to be applied retrospectively from the First Control Period. 

3.3.62	 lATA submitted as follows on the capital expenditure for the second control period: 

•	 "There were several capital expenditures incurred in the SCP period which are of concerns 

especially in relation to the cost escalations compared to what have been previously approved by 

AERA in the SCP: 

o	 The cost overrun ofT? Apron I of 11% is beyond the acceptable variance of IO%. Any such 

exceedance should have triggered the need to review the project prior to proceeding ahead 

with the changes. 

o	 Theforecourts, roadways and landside development cost has escalated by 5"%. lATA would 

like to reiterate our view expressed at the consultation meeting that at present the development 

ofAIAfTH is not supported by users pendingfurther clarificationfrom BtAl. as outlined in our 

letter dated!" September 2020, attached to this submissionfor your reference (see Appendix 

II). For this reason. any changes to the scope/design of infrastructure to support the 

development of the /vlklTH such as roads etc. should be funded/apportioned accordingly to 

BlAL and metro/rail authorities, and not to airport users . The statement below further 

exemplify the lack of consultation with airport users who are now being asked to fund the 

development ofthe MAlTH and associated cost escalations to support its development. 

o	 There is a needforBln L to more timely engage airport usersfor its capital projects where any 

potential cost overrun. changes to scope or specification can be highlighted much earlier on 

and usersfeedback taken into consideration. The project cost overruns should not be accepted 

ifthere is no prior agreement/validation from airport users through the required (ongoing) 

consultat ion process. 

•	 lATA fully supports the decision by AERA to exclude pre-operative expenses from the asset 

additions of the SCPoAs highlighted, these expenses are redundant and is double-counting the 

design and PklC allowance ifthey were to he included. .. 

BlAL's response to stakeholder comments regarding true-up of regulated asset base for the Second 
Control Period 

3.3.63	 BIAL concurred with the comments ofGoK, !DO, FIH, Siemens, MIAL and APAO. 

3.3.64	 With regards to the rATA's comments on the cost-overrun in the T2 Apron and MMTH project, BIAL 
submitted the justification given as part of the Consultation Paper. 

3.3.65	 Regarding the comment by lATA on the lack of consultation process, BIAL further submitted that 
lATA has submitted a letter regarding Third control period projects (PAL-2, Group B Projects as per 
CP) for which, BIAL had 'conducted Stage I and Stage II consultations and the increase in Landside 
and Forecourt projects which are part of the Projects approved in the Second control period, being 
capitalised in the third control period on account of delay due to Covid-19, does not have any linkage 
to IATA's letter of 14th September 2020. 

3.3.66	 Regarding lATA's comment on the interim consultations and changes in scope! design of 
infrastructure, BIAL submitted that it has undertaken the consultations as per Direction 5. BIAL 
submitted that any interim consultation regarding proposed change in design/ scope/ specification done 
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mid-way into the project implementation, will only delay the completion of the project, resulting in 
increased costs and further, manner of dealing with situations where all users do not have a uniform 
opinion to the changes to design, scope is not laid down in AERA's guidelines. In BIAl's case 
currently, the major changes in design and scale of the Forecourts and landside projects happened on 
account ofGoK 's decision to enable metro connectivity to the Airport. This metro connectivity was a 
long pending request from the Airport users, considering the fact that the Airport is located 30-40 kms 
away from the city and the long commute time. Further, BIAl submitted that the master plan update 
meeting was conducted by BIAl on 24th April 2019 with all those who were within the Airport's 
system including Airlines (Domestic and International) and AoC and this discussion and update 
included MMTH concept and future metro connectivity and the minutes have also been shared. BIAl 
has carried out a proactive briefing for the Master plan update. 

3.3.67	 Regarding lATA's comment on the pre-operative expenses, BIAl submitted similar responses as given 
in its stakeholder comments. 

3.3.68	 BIAl responded to FIA's comment on the capital expenditure for the Second Control Period that the 
scope of work given by AERA to the independent consultant was to review and examine the O&M 
costs incurred by the airport (BIAl) for the previous control period (2nd control period - FY 2017 to 
FY 2021) and hence, it is not correct to extend any such cost rationalisation measures to the first control 
period, 

Authority's examination after reviewing stakeholder comments on the true-up of the regulatory asset 
base of Second Control Period 

3.3.69	 The Authority has examined the comments of BIAL on the reduction of INR 38.93 cr. from asset 
addition of FY20. The Authority has noted from BIAL's comments that the written down value of the 
asset is INR I and therefore, the reduction of INR 38.93 cr. is not required from the RAB. Accordingly, 
the Authority has revised the asset addition of FY20 for computation of RAB for the true-up of the 
Second Control Period. 

Pre-operative expenses 

3.3.70	 The Authority has examined the comments of SIAL, FIH, Siemens, APAO and lATA on the pre
operative expenses. In the Second Control Period order of BIAL, the Authority has noted that it had 
approved pre-operative expenses of INR 156 cr. (inc!. GST) and decided that it will review and true
up the same after the projects are commissioned based on a study of the actual cost incurred and its 
reasonableness . The Authority examined its decisions with regards to the pre-operative expenses for 
other airports. The Authority notes that it is a general practice at airports to employ a project 
management team whose expenses are capitalized with the commissioning of the project. The 
Authority has also taken a note of the segregation of roles and responsibility of the project team and 
the PMC consultants for the PAL I projects. 

3.3.71	 The Authority has noted its guidelines which specify the requirement to submit separately the payroll 
costs of capitalized projects and the costs related to administrative and general expenses incurred for 
capital projects. The Authority has also examined the statutory auditor's opinion submitted by BIAL 
on the capitalization of the pre-operative expenses . The auditor's certificate has given detailed 
reasoning of capitalization for each expense. Based on the above evaluation, the Authority decides to 
allow pre-operative expenses upto INR 156 cr. for the projects proposed to be capitalized in the Second 
Control Period order of BIAL to provide consistent treatment of the pre-operative expenses across 
airports. 

3.3.72	 The Authority further noted that the pre-operative expenses proposed to be capitalized in the second 
control period is INR 93.61 cr. which is less than the approved amount of INR 156cr. (inc!. GST) since 
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the remaining cost is proposed to be capitalized in the Third Control Period. The Authority decides to 
consider the pre-operative expenses capitalized in the second control period for true-up of the second 
control period. The treatment of pre-operative cost beyond INR 93.61 cr has been provided in Chapter 
5 on regulatory asset base and depreciation for the Third Control Period. 

Opening RAB of the Second Control Period 

3.3.73	 The Authority examined the comments of BIAL to conduct an asset allocation study to determine the 
opening RAB of the Second Control Period. BIAL needs to appreciate that issues relating to true-up of 
first control period have reached finality with issue of the second control period tariff order and the 
demands of BIAL cannot be kept open in perpetuity in subsequent control period. AERA only considers 
such true-up arising out of exigencies like court orders. Further, based on the Hon'ble TDSAT 
judgement dated 16 December 2020, the Authority has conducted a study on asset allocation for the 
asset additions of the Second Control Period and the same is considered for true-up of the RAB for the 
Second Control Period. 

Allocation of assets for the Second Control Period 

3.3.74	 The Authority noted the comments of BIAL on the allocation of the assets capitalized in the Second 
Control Period. With regards to the electrical and powerhouse equipment and water harvesting ponds, 
the Authority is of the view that these assets provide service" to the commnn areas at the airport and 
therefore, these assets arc considered as common and bifurcated into aeronaurical and non-aeronautical 
assets. 

3.3.75	 Regarding BIAL's comment on the car park related asset, the Authority has considered these as non
aeronautical assets as these are related to car park and advertising signages. 

3.3.76	 The Authority has examined BIAL's comment on the allocation ratio for common assets of FY21 and 
assets capitalized in the Third Control Period. Since the Authority has considered the actual asset 
addition of FY21 for true-up of the Second Control Period in this tariff order, BIAL's comment is not 
relevant for the SCPo The Authority has discussed this comment of BIAL in para 5.5.48 while 
reviewing the regulatory asset base and depreciation for the Third Control Period. 

Design and PMC Cost 

3.3.77	 The Authority has examined BlAL's comment to consider the design and PMC costs of the entire PAL 
I project. While the Authority has bifurcated the design and PMC costs into SCP and TCP, the 
Authority would clarify that the evaluation of the design and PMC cost is undertaken for the entire 
project cost approved in the SCP order and based on the recommendation of the RITES study on 
efficient capital expenditure. 

Financing Allowance 

3.3.78	 The Authority has carefully examined the submission of BIAL, FIH, Siemens, MIAL and APAO on 
the treatment of financing allowance. The Authority also notes that it had approved the Financing 
Allowance in the Second Control Period order for BIAL and hence, to ensure consistency in regulatory 
framework, the Authority decides to consider Financing allowance instead of the Interest During 
Construction (IDC) for the true-up of Second Control Period. The Authority also noted that BIAL in 
its MYTP submission had. submitted INR 41 cr. as the Financing Allowance for the Second Control 
Period which has been revised to INR 230 cr. based on the reassessment undertaken by BIAL. BIAL 
has also submitted an auditor certificate in this regard. Based on the auditor certificate, the Authority 
has considered the revised total Financing Allowance of INR 230 cr. and aeronautical Financing 
Allowance of INR 219 cr. for true-up of the Second Control Period. The views of the Authority on 
Financing Allowance for the Third Control Period have been discussed in detail in Chapter 5 of the 
Third Control Period. 
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Eastern Connectivity Tunnel 

3.3.79	 The Authority has examined the comments ofBIAL, Government of Karnataka and IDD (GoK) on the 
inclusion of eastern connectivity tunnel (ECT) in the RAB. The Authority noted from GoK and IDD 
comments that the ECT construction was finalized based on the Government of Karnataka's directions. 
The Authority has noted that BIAL has capitalized the ECT and using it for vehicular movements, 
security and safety related patrolling, BASHM etc. However, the Authority is of the view that the ECT 
was envisaged to provide access to the airport for the passengers from the eastern side. Since, it is not 
being fully utilized for the purpose for which it was built, the Authority cannot consider it as part of 
RAB and hence decides to exclude it from the RAB ofBJAL. 

Comments on other issues regarding true up of RAB 

3.3.80	 Rcgarding FIA's comment to undertake the asset allocation study prior to each control period, the 
Authority will take the decision to conduct the asset allocation study at the time of determination of 
tariffs for the next control period. 

3.3.81	 The Authority noted F1A's comment to apply cost rationalization from the First Control Period. The 
Authority clarifies that it has already trued-up the First Control Period in the SCP order of BIAL and 
certain changes to the true-up of the First Control Period are undertaken as per decisions of the Hou'ble 
TDSAT judgement dated 16 December 2020. Therefore, the Authority does not agree with FIA's 
comment to apply cost rationalization from First Control Period. 

3.3.82	 Regarding IATA's comment on the cost-overrun in T2 Apron, the Authority has already reviewed the 
increase in cost in T2 Apron in the Consultation Paper no. 10/ 2021-22 for BIAL and feels that no 
further review is required in this regard. 

3.3.83	 The Authority noted lATA's comment on the cost-overrun in MMTH and its letter to the BIAL for 
clarification. The Authority noted that SIAL has responded to lATA's comments appropriately. 

3.3.84	 The Authority has taken note of IATA's comment of continuous consultation process for the capital 
projects to check for potential cost-overrun, changes in scope or specification. In this regard, the 
Authority is of the view that its guidelines clearly state the various steps which are required to be 
undertaken by the airport operator for the consultation process and accordingly, expects the airport 
operator to follow the same. 

3.3.85	 The Authority has updated the asset allocation for FY21 based on the actual fixed asset register 
submitted by BIAL. The Authority has decided the following changes to the asset allocation submitted 
by BIAL based on actuals of FY21: 

a)	 Enabling works capex of Eastern connectivity tunnel (INR 101.26 cr.) - Excluded as per 2nd control 
period order for BIAL 

b)	 In line with AERA's decisions of treating revenues from CGF as aeronautical as per the AERA Act, 
2008, AERA guidelines, the concession agreement of BIAL and Hon'ble TDSAT judgement dated 
16th December 2020, the Authority has considered express cargo capex (INR 82.81 cr.) as 100% 
aeronautical instead of BIAL's treatment of express cargo capex as non-aeronautical 

c)	 Similar to the Authority's. treatment to consider the electrical and power house equipment serving 
common areas as common assets for assets capitalized in FY17 to FY20, the Authority has considered 
the electrical and power house equipment (comprising of substation and other assets) of FY21 serving 
common areas as common assets. 

d)	 BIAL has considered open terrace cafe as common asset. As it is related to non-aeronautical service, 
the Authority has considered it as non-aeronautical asset. 

e)	 BIAL has considered chiller plant in T IA as aeronautical asset. The Authority noted that BIAL has 
considered similar asset capitalized in previous years as common asset. Further, since the asset serves 
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the terminal building, which is a common asset, the Authority has cons ider ed chiller plant in TIA as 
common asset. 

3 .3 .86	 Based on the above, the aeronautical asset addition decided by the Authority for the Second Co ntro l 

Period is g ive n below: 

Table 17: Aeronautical asset addition decided by the Authority for true-up of S eco nd Control Period 

Particulars (In INR Cr.) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total 

Total investments in fixed assets 

during Second Control Period as per 225.7 170.3 160.99 2,081.34 728.25 3366.58 

BIAL excluding FA (A) 

Aeronautical asset addition to RAB 

as per BIAL excluding FA (B) 
213.92 135.99 132.02 2,046.16 620.06 3148.15 

Adjustments to aeronautical asset 

addition to RAB by the Authority 

Proposed adj ustment to RAB due 

to change in segregation logic as 

per asse t allocation study. for 
-3.85 -0.92 -0.7 1 -13.4 76.00 57.12 

reaso ns below (C): 

Electrical and Power House 
Equipment (c. I) 

-3.19 -0.6 -0.7 -0.2 -6.40 -11.09 

I3IAI. App (C.2) -0,27 -0.32 0 0 -0.59 

Landscape in real estate area 
(C.3) 

-0.14 0 0 0 -0.14 

Car park related asset (C.4) -0.17 0 0 0 -0.17 

Water harvesting assets (C.5) -0.08 0 -0.01 -13.2 -13.29 

Expres s cargo related assets 
(C.6) 

82.8 1 82.81 

Ope n terrace cafe (C.7) -0.10 -0.10 

Chiller plant in TIA (e. 8) -0.30 -0.30 

Adj - Impact due to termina l area 

ratio change as per asset allocati on -9.23 -0.14 15.71 0.15 0. 12 6.61 

study (D) 

Adj. - FY2 1 Eastern Connectiv ity 

Tunnel related assets (E) 
-101.26 -101.26 

Adj. - Aero financing allowance 
0.00 1.03 10.65 192.17 16.00 219.85 

( F) 

Total adj ustments (G=C +D+E+F ) - 13.08 -0.03 25.65 178.92 -9. 14 182.32 

Aerona utica l as set additions to RAB 

as per th e Author ity (H=B+G) 
200.86 135.97 157.66 2225 .12 610.92 3330.53 

3.3.87 Based on the chan ges suggested above, the RAB decided by the Authority fo r tru e-up of the Second 

Co ntro l Period is gi ven in the table bel ow : 

Table 18: RAB decided by the Authority for true-up of the Second Control Period 

Particulars (In INR Cr.) FY 2017 

Opening RAB 2.224 .29 

Add itions during the year 200.86 

Depreciation durin g the year 188.67 

FY 2018 

2.236 .49 

135.97 

191.3 3 

anf~' 

FY 2019 

2.181.13 

157.66 

277.88 

FY 2020 

2.060.91 

2.225.1 2 

199.34 

FY 2021 # Total 

4.086.69 

6 10.92 3.330.53 

1.127.44270 .23 
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Particulars (In INR Cr.) 

Closing RAB 

Average RAB 

FY 2017 

2,236.49 

2,230.39 

FY 2018 

2,181.13 

2,208.81 

FY 2019 

2,060.91 

2,121.02 

FY 2020 

4,086.69 

3,073.80 

FY 2021" 

4,427.38 

4,257.04 

Total 

Traffic as per BIAL UoM FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total 

Domestic Pax Mn 19.28 23.10 28.83 27.78 7.41 106.40 

International Pax Mn 3.60 3.81 4.48 4.58 0.59 17.06 

Total Pax Mn 22.88 26.91 33.31 32.36 8.00 123.46 

Domestic ATM Nos 154.095 172.665 211,795 202.055 68.926 809,536 

International ATM Nos 24,022 24.665 28,456 28.996 9,472 115.611 

Total ATM Nos 178,117 197,330 240,251 231,051 78,398 925,147 

Domestic Cargo MT 119.878 128.504 144.130 150.088 81.927 624.527 

International Cargo MT 199.466 219.899 242.650 224.093 171,400 1.057.508 

Total Cargo MT 319,344 348,403 386,780 374,181 253,327 1,682,035 
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3.4 True up of Traffic 

BlAL's submission for true up of traffic 

3.4.1	 SIAL has submitted the Passenger traffic, ATMs and cargo traffic in the Second Control Period as 

follows: 

Table 19: BlAL's submission for true up of traffic for Second Control Period 

Recap of decision taken by the Authority for traffic at the time of tariff determination for the Second 

Control Period 

3.4.2	 The Authority had decided to true-up the passenger. ATM and cargo traffic at the time of tariff 

determination for the Third Control Period, based on the actual numbers during the Second Control 

Period. 

3.4.3	 The traffic projections considered by the authority at the time of tariff determination for the Second 

Control Period is shown in the table below: 

Table 20: Traffic considered by the Authority as per tariff order for the Second Control Period 

Traffic approved by 

AERA 
UoM FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total 

Domestic Pax (mppa) Mn 19.28 23.10 26.57 30.55 35.13 134.63 

International Pax (mppa) Mn 3.60 3.81 4.27 4.78 5.35 21.81 

Total Pax (mppa) Mil 22.88 26.91 30.84 35.33 40.48 156.44 

Domestic ATM Nos 154.095 172.665 194.521 217.780 243.842 982.903 

International ATM Nos 24.022 24.665 28.567 31.050 33.846 142.150 

Total ATM Nos 178,117 197,330 223,088 248,830 277,688 1,125,053 
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Traffic approved by 

AERA 
UoM FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total 

Domestic Cargo (MT) MT 119.878 128.504 139.99U 15\.579 164.296 7U4.247 

International Cargo(MT) ivlT 199.466 219.899 238.953 258.215 278.934 \.195,467 

Total Cargo MT 319,344 348,403 378,943 409,794 443,230 1,899,714 

Authority's examination and proposal for traffic as part of tariff determination for the current control 

period 

3.4.4	 The Authority compared the traffic as submitted by BIAL for the period FY 2017 - FY 2021 with the 

actual traffic as given by AAI on its website . The comparative analysis is provided below: 

Table 21: Comparison of traffic as per actuals and as per data on the AAI website 

Tramc FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total 

Domestic Pax- BIAL 
(mppa) 

19.28 23.10 28.83 27.78 10.45 109.44 

AAI traffic new s (rnppa) 19.28 23.10 28.82 27.7'6 10.45 109.4.1 

Difference- Domestic 
(mppa) 

0.0 0.0 0:0 0.0 0.0 0 

International Pax - BIAL 
(rnppa) 

3.60 3.81 4.48 4.58 0.47 16.94 

AAI traffic news (rnppa) 3.60 3.81 4.48 4.58 0.47 16.94 

Difference-
International (mppa) 

0.0 0.0 0.0 0.0 0.0 0 

Domestic ATM - SIAl. 154095 172665 211795 202055 102801 843411 

AAI traffic news 153249 170539 209584 200048 102459 835879 

Difference- Domestic -846 -2126 -2211 -2007 -342 -7532 

International ATM -
BIAL 

24022 24665 28456 28996 11192 11733\ 

AAI traffic news 24022 26021 29811 30311 11192 121357 

Difference-
International 

0 1356 1355 1315 0 4026 

Domestic Cargo  BIAL 119878 128504 144130 150088 119125 661725 

AAI tralfic news 119878 128504 144223 150009 119104 661718 

Difference- Domestic 0 0 93 -79 -21 -7 

International Cargo -
BIAL 

199466 219899 242650 224093 207518 1093626 

AAI traffic news 199466 219899 242626 224053 207568 1093612 

Difference 0 0 -24 -40 50 -14 

3.4.5	 lt is observed that the traffic submitted by BIAL for the period FY 2017 - FY 2021 is approximately 

equal to AAI traffic report. The Authority proposes to consider the traffic data uploaded by AAI till 
FY21 on its website for true-up of the Second Control Period. 

3.4.6	 The trends for passenger traffic, ATMs and cargo at BIAL can be seen in the graphs below: 
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Figure I: Passenger Traffic at BlAL (FY 2017 - FY 2021) 
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Figure 2: ATMs at BIAL (FY 2017 - FY 2021) 
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Figure 3: Cargo traffic at RIAL (FY 2017 - FY 2021) 
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3.4.7	 Based on the analysis in Para 3.4.4 and 3.4.5, the traffic decided by the Authority for true-up of the 

Second Control Period is given below: 

Table 22: Traffic decided by the Authority for true-up of the Second Control Period 

Revised traffic for 

BIAL 
UoM FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total 

Domestic Pax Mn 19.28 23.1 28.82 27.78 10.45 109.43 

International Pax Mn 3.6 3.81 4.48 4.58 0.47 16.94 

Total Pax Mn 22.88 26.91 33.31 32.36 10.91 126.36 

Domestic ATM Nos 153.249 170.539 209,584 200 .048 102,459 835.879 

International ATM Nos 24.022 26.021 29,811 30.311 11.192 121.357 

Total ATM Nos 177,271 196,560 239,395 230,359 113,651 957,236 

Domestic Cargo MT 119.878 128.504 144.223 150.009 119.104 661.718 

International Cargo MT 199.466 219.899 242.626 224.053 207.568 1.093.612 

Total Cargo MT 319,344 348,403 386,849 374,062 326,672 1,755,330 

3.5 True up ofWACC 

BlAL's submission for true up ofWACC 

3.5.1	 BIAL has considered the cost of equity as 23.61 % for the computation ofWACC of the Second Control 

Period basis the report prepared by CRISIL Risk and Infrastructure Solutions Limited. 

3.5.2	 BIAL has considered the actual cost of debt for the computation of WACC for the Second Control 

Period. 

3.5.3	 Considering the above, BIAL has submitted the WACC as 15.53% for the Second Control Period. The 

details are as follows: 
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Table 23: WACC submitted by RIAL as part of current MYTP submission 

Particulars (In %) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 

Cost of Equity 23.61% 23.61 % 23.61% 23.61 % 23.61% 

Cost ofSS 0.00% 0.00% 0.00% 0.00% 0.00% 

Cost of Debt 9.22% 9.22% 9.22% 9.22% 9.22% 

Weighted averagegearingof Equity 47.67% 47.67% 47.67% 47.67% 47.67% 

Weighted average gearingof SS 5.92% 5.92% 5.92% 5.92% 5.92% 

Weighted averagegearing of debt 46.40% 46.40% 46.40% 46.40% 46.40% 

Fair rate of return (FRoR) / WAtT 15.53% 15.53% 15.53% 15.53% 15.53% 

Recap of decision taken by the Authority for W ACC at the time of tariff determination for the Second 

Control Period 

3.5.4	 The Authority had considered cost of equity as 16% in the Second Control Period order of SIAL. 
AERA had decided to commission a study on cost of equity and consider the results of the same at the 
time of true up of Second Control Period. 

3.5.5	 The Authority had decided to exclude "net investment" made by BIAL on Projects other than airport 
as a reduction from equity deployed for airport project, for computing gearing (used to calculate the 
fair Rate of Return) . This includes the net invested value ill BAI-IL after adjusting the deposits received 
from Hotel and the investments proposed in other non-aeronautical subsidiaries. 

3.5.6	 The Authority had also decided to true up cost of debt based on any changes to interest rates and to 
true up WACC based on changes to the gearing between equity and debt considering actual position 
for the control period, at the time of determination of tariff for the next control period. 

3.5.7	 The WACC estimated by the Authority was 11.93% for the Second Control Period. 

Authority's examination of WACC as part of tariff determination for the current control period 

3.5.8	 The Authority has looked at BlAl's submission with regards to the Weighted Average Cost of Capital. 
The Authority had at the time of the determination of WACC for the Second Control Period had 
indicated that WACC shall be trued-up based on changes in gearing between equity and debt, cost of 

debt shall be trued-up based on changes to interest rates and commission study on cost of equity. 

3.5.9	 The Authority has carefully examined the funding options used by BIAl in the Second Control Period. 
An analysis of the funding options and the approach taken by the authority is described in the tables 
below: 

Table 24: Equity considered by the Authority for true-up of the Second Control Period 

Average equity (INR 
FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

cr.) 

As per I3IAL 1,565 2.249 2.921 3.339 3.310 
Change to equity amount To exclude "net investment" made by BIAL on projects other than airportas a reduction from 
by AERA equity deployed lor airport project 
Considered for true up 1.'11 C) 2,034 2.689 3,102 3.165 
Difference -145 -216 -232 -237 -.145 

3.5.10 The Authority had asked for the statutory auditors ' certificate for the cost of debt from FY 17 to FY20 
and accordingly, BIAl had submitted the required certificate. The Authority noted that the cost of debt 

has been revised by BIAL in the statutory auditor's certificate and the Authority proposes to consider 
the cost of debt as per the statutory auditor certificate. Further, the Authority had asked SIAL to submit 

90 I ra g c 



Order No. 11/2021-22 fo r th e Third Control Period KIA , Bengaluru 

details of the cost of debt prevalent for the FY 202 1. BIAL submitted that in August 2020. the interest 
rate has been reset to 7.85% from 8.75%. Accordingly, the Authority proposes to consider the weighted 
average cost of debt of 8.40% for the FY 202 1 which will be trued-up based on actuals. 

3.5.1 I The Author ity also noticed that the actual cost of debt for the Second Control Period as 9.11% is 

considerably lesser than the 10.39% which is the weighted average cost of debt as considered by the 
Authority for the Second Control Period. The Authority understands that the reduction in the cost of 
debt is on account of the reduction of rates by RBI. The Authority has hence cons idered the cost of 

debt at actuals at 9.11% p.a. for true up of WACC for the Second Control Period . 

3.5.12 As per the decision in the Second Control Period order, the Authority had decided to consider 16.00% 
as the cost of equity. Accordingly, the Author ity has proposed to cons ider the cost of equity as 16.00% 

for the purpose of true up of WACC for the Second Cont rol Period. 

3.5.13 Based on the above, the revised WACC considered for true-up of the Second Control Period is given 
in the table below: 

Table 25: Recomputed WACC considered by Authority for true-up of the Second Control Period 

Particulars (In %) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 

Cost of Equity 16.00% 16.00% 16.00% 16.00% 16.00% 
- -

Cost of State Support 0.00% 0.00% 0.00% 0.00% 0.00% 

Coslof Debt 9.11% 9.11% 9.11% 9. 11% 9.11% 

Avcragc equity 1,419 2.034 2,689 3.102 3. 165 

Avcrage State Support 333 333 333 333 333 

Averagc debt 1,461 1.554 1.604 2,720 5.332 

Weighted average gearing of Equity 46.40% 

Weighted average gearing of SS 6.22% 

Weighted average gearing of debt 47.38% 

Fair rate of return (FRoR) / WAC C 11.74% 

S ta kehold er comments regarding true-up of the WACC for the Second Control Period 

3.5. 14 Subsequent to the stakeholder consultation process, the Authority has received comments/ views from 
various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 10/ 
2021-22 with respect to true-up of the WACC for the Second Control Period. The comments given by 
stakeholders are presented below: 

BIAL's comments on tru e-up of WACC for the Seco nd Control Period 

3.5. 15 BIAL commented as follows on the exclusion of investments on projects other than airports from 
equity: 

• "The Authority has treated hotel as a non-aeronautical activity but ring-fenced / ex cluded equity 

investments into the hotel while comp uting Equity f or FRoR. Further, the Authority has considered 

a notional lease rental fro m hotel and treated the same as non-aeron autical revenues. 

• Having consi dered the"revenues as non-aeronautical. it must be fo llowed up that the investments 

also should be considered as non-a eronautical and not excluded while computing equity/or FROR. 

• BIAL request the Authority to recons ider its proposal and not have an inconsistent approach and 

not mak e any reduction in Equity/or FRoR purposes. 

• Additionally , SIAL is not aware of the computations made for excluding the Investment. From a 

reading 0/ the Consultation Paper, BIAL notes that the values considered are not the average 
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values o(advances outstandingfrom BAHL, which we request the Authority to take cognizance 

0/" 

Other stakeholder comments on true-up of WACC for the Second Control Period 

3.5.16 lATA commented as follows on the true-up of the WACC; 

•	 "While we see that AERA has reduced BIAL's proposed cost ofequity.Ii'am 23.61% to 16.00%, we 
still believe that the allowance is generous, as it is not commensurate with the risks SIAL isfacing. 

In particular. AERA is proposing to futly true up the traffic generated by a one-in-one-hundred
year event and on top a/this reward the company with a 16% on equity. a rate that is almost 10 
percentage points higher than that paid by the Indian Government . It is evident that traffic is one 

ofthe major risks an airport face and truing it up involves transferring this business risk towards 

users. AERA must be cognizant ofthis/act and adjust the cost ofequity downwards accordingly. 

•	 lndependentlyfrom the above we note that in its order/or the Second Control period decision II 
(iii) states "to commission a study on Cost of Equity and consider the results of the same at the 
time oftruing up Second control period revenues ". Since the latest study, as per appendix IV of 
the consultation document, concludes that the Cost of Equity should be 15.05%, and considering 
what was mentioned in Decision II (iii), shouldn 't AERA consider adopting the 15.05% for the 

true lip calculations ofthe second control period? 

•	 Separately, we note the truing up on the cost ofdebt to an average q(9.11%. We also notefrom 
paragraph 3.5.10 that interest rates had been reset to 7.85% in August 2020. It would be 
important/or AERA to compare this rate against the cost ofdebt that is being paid by other airports 
it regulates. IfBIAL or the any ofthe other airports pay a lower interest rate, then AERA should 
consider adopting the lowest available cost of debt at all airports instead of solely truing up 
actuals. Such an approach would encourage airports to seek the lowest possible rates (and avoid 
potential complacency). " 

BlAL's response to stakeholder comments regarding true-up of the WACC for the Second Control 
Period 

3.5.17 In response to lATA's comment on the true-up of WACC for SCP, SIAL submitted as follows: 

•	 "The study conducted by AERA is to determine an appropriate CAPA'! rate for the Cost ofEquity 
(CoE) for the third control period (FY2021-22 to FY2025-26). This is evidenced by the scope of 
work referred to in Para 1.3 of the independent consultant's report. Hence, the Authority has 
applied the same .lCJI· the 3rd control period. This is the approach adopted by AERA uniformly 
across all other major airports too. We do not find any inconsistency in this approach of the 
Authority. 

•	 Every airport has a different credit rating and risk profile as determined by the lenders (who are 
different for various airports). Hence the reason for different interest rates among the various 
airports. As being an association ofAirlines. IATA . surely is cognizant ofthe credit rating scenario 
in airlines sector. 

•	 SIAL has obtained one ofthe lowest debt rates in a conscious effort to minimise the charges to the 
users. Also. evelY bank will have its own benchmark lending rate as the cost of'fundsfor each bank 
is different. So. to even say that the lowest interest rate obtained by one airport opera/or should be 
the benchmarkfor other airports is incorrect. " 
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Authority's examination after reviewing stakeholder comments on the true-up of the WACC of Second 
Control Period 

3.5.18	 The Authority has noted BIAL's comment that since the hotel income is considered as non-aeronautical 
revenues, the investment in such operations should also be included in the equity while computing 
gearing for the airport project. The Authority has given its position on this comment by BIAL in para 
14.6.4 of the Second Control Period order. 

3.5.19	 However, the Authority noted that BIAL has highlighted that average values of advances outstanding 
from BAHL is not considered while comput ing the equity. The Authority has taken note of it and 
considered only the average advance outstanding from BAHL for exclusion from equity in the final 
order. 

3.5.20	 The Authority has noted IATA' s comments on the cost of equity of 16% stating that it is higher due to 
true-up of traffic undertaken by the Authority. The Authority has given its detailed examination for 
considering the cost of equity as 16% in its previous orders of BIAL and therefore, it does not consider 
the proposal of IATA on the cost of equity. 

3.5.21	 The Authority has examined lATA's comment to apply the 15.05% cost of equity to the true-up of the 
Second Control Period and BIAL's response to it. However, the Authority would clarify that the study 
or cost or equity was undertaken by the Authority for the Third Control Period and therefore, the 
conclusion of the said study cannot be applied to the Second Control Period. 

3.5.22	 The Authority has noted lATA's comment on benchmarking the cost of debt of Second Control Period 
with other airports and BlAL' s response to it. The Authority noted that the cost of debt of each airport 
is different and dependent on the various airport-specific factors including the credit rating, future cash 
flow projections, traffic projections, competition, etc. Therefore, benchmarking the cost of debt with 
other airport operators may not find out the efficient cost of debt for an airport. 

3.5.23	 The Authority has considered the actual equity, debt and state support based on the audited financial 
statements for FY21 for true-up of SCP in the final order. 

3.5.24	 Based on the above, the revised WACC decided for true-up of the Second Control Period is given in 
the tab le below: 

Table 26: Recom puted WACC decided by the Authority for true-up of the Second Control Period 

Particulars (In % ) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 

Cos t of Equity 16.00% 16.00% 16.00% 16.00% 16.00% 

Cos t of State Support 0.00 % 0.00% 0.00 % 0.00 % 0.00% 

Cos t of Debt 9.06% 9.0 6% 9.06 % 9.06% 9.06% 

Average equity 1.384 2.025 2.68 6 3.137 3.047 

A verage Slate Support 333 333 333 333 33 3 

Averag c debt 1.461 1.554 1.604 2,720 4.712 

Weighted average gear ing of Equit y 47 .24% 

Weighted average gear ing o f SS 6.40% 

Weig hted ave rage gea ring of debt 46.36% 

Fair rate of return (FRoR) I WACC 11.76% 
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3.6 True up of Depreciation 

BlA L's submission for true up o~ depreciation 

3.6.1	 With reference to AERA order No. 35 / 20 17 - 18 in matter of determination of useful life of airport 
assets dated 12th January 2018 and amendment No. 01 to the order dated 9th April 2018, BIAL has 
considered a one-time impact oflNR 148.7 cr. for the purpose of tariff determination. 

3.6.2 BIAL has submitted the following depreciation for true-up of the Second Control Period: 

Table 27: Depreciation for Second Control Period as submitted by RIAL 

Particulars (In INR Cr.) 

Depreciation 

Recap of decision taken by the authority for depreciation at the time of tariff determination for the 

Second Control Period 

3.6.3	 The Authority had proposed to consider land development works that had been considered by BIAL to 
have a useful life 01'20 years to 50 years based on the lease period available to BIAL. 

3.6.4	 BIAL had considered the design life for the existing runways and taxiways as 20 years . Since the design 
or the runway and taxiway was similar to that of other airports, the Authority decided to revise the 
useful life of the asset to 30 years starting 1Sl Apri12018 as per Companies Act. 

3.6.5	 The Authority vide its decision number 7a (ii) of SCP order had decided to true up depreciation at the 
time of determining aeronautical tariffs in the Third Control Period based on actual date of 
capitalization of assets as well as based on Order No. 35/2017-18 on useful lives. 

Authority's examination and proposal for depreciation as part of tariff determination for the current 

control period 

3.6.6	 The Authority proposes to revise the useful life of the assets based on the Order no. 35/ 20 I 7-18 
applicable from I April 2018 onwards. The Authority's observation in this regard are given below: 

a)	 Asset Class - Plant and Machinery (Aerobridges, Airport Communication, Baggage Handling, 
Escalators/ Elevators, HVAC Equipment, Other Airport Equipment and Security/ Safety Equipment) 
The Authority has examined the below submission ofBIAL in its letter to AERA dated 25 April2018 
on considering a lower useful life of7.5 years for certain airport specific assets falling within Plant and 
Machinery due to extra shift operations: 

"KIA is a fast growing airport and has witnessed rapid passenger growth and high air trcffic 

movement. Airport specijic equipment such as aero bridges. baggage handling system, escalators, 

elevators, travellite, HVAC equipment, cargo ASRS, ETV Equipment, X Ray machine. RT Set, DFMD, 

HH'VlD, security equipment are continuously used and need higher maintenance. Being used in triple 

shift , these equipments undergo wear and tear and this reduces their useful life. BfA L wishes 

to submit they it would adopt lower useful life for certain assets used 24/7 on triple shift basis based 

0/1 technicaljustification. :' 

The Authority noted that the useful life of assets related to Plant and Machinery is 15years as given in 
the AERA's order No. 35 / 2017 - 18 in matter of determination of useful life of airport assets dated 
12th January 2018 and amendment No. 0 I to the order dated 9th April 20 18.The useful life prescribed 
in AERA's order has considered the typical usage of these assets for an airport and there appears to be 
no reason for the usage of these assets to vary from the typical usage for BIAL. Further, the Authority 
notes that it provides BIAL with adequate maintenance expenditure to enable the airport to maintain 
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the assets in good working conditions during the life of the assets. Therefore, the Authority proposes 
to not consider the lower useful life submitted by BIAL for the Plant and Machinery assets. 

b)	 Asset Class - Buildings - The Authority has noted that BIAL has considered a lower useful life for 
assets under Canopy, New Project Office building, and Nursery Unit under Building category. The 
Authority notes that all these assets are part of the building. AERA's Order no. 35/2017-18 does not 
provide for reducing the life of assets under Asset Class Buildings. The Authority has noted that BIAL 
has not given the rationale for lower useful life in its technical justification for these assets. The 
Authority has issued Order no. 35/ 2017-18 as part of its normative approach to various Building 
Blocks in the Economic regulation of Major Airports where it has stated that "The Authority has been 
ofthe considered view. that it would be preferable to have a.~.I(1I' as practicable, a broad year to year 
consistency in what Depreciation is charged by the companies as certified by the relevant 
statutory auditors and what the Authority would take into account in its process of' tariff 
determination. Issue ~la notification will ensure this objective." Therefore, the Authority proposes that 
the useful life for these assets should be same as building assets class. 

c)	 Asset Class - Runway and Taxiway- The Authority has noted that BIAL has considered a lower useful 
life of 20 years for assets under Runway and Taxiway and a usefuI Iife of 5 years for runway top layer 
of the New South Parallel Runway (NSPR). The Authority has noted that BIAL has not given the 
rationale for lower useful life in its technical justification for these assets. Since the Authority has 
allowed the upgradation of runway to be amortized over the balance period of the useful life of the 
original runway, which addresses the requirement of upgrades required for the runway, the Authority 
proposes to not consider the shorter useful life for runway, taxiway and runway top layer. 

d)	 Other asset classes - The Authority proposes to revise the useful life of the other asset classes (IT 
equipment, furniture and fixtures, other roads, etc.) ' based on the useful life given in the Order no. 35/ 
2017-18. 

3.6.7	 Additionally, the Authority proposes to undertake the following changes to the submission of BIAL 
relating to depreciation: 

•	 The Authority had considered a useful life of 50 years for land development capital expenditure in 
its 2nd control period order based on the available lease period. BIAL has commissioned the land 
development capex in FY20 and therefore has considered the useful life as 48.5 years based on the 
available lease period. However, while projecting the depreciation for FY21, BIAL has considered 
the useful life of land development capex as 30 years. Based on the useful life in FY20, the 
Authority proposes to consider the same useful life of 48.5 years for land development capex in 
FY21. 

•	 Adjustment of depreciation of the assets excluded as per ElL study 

•	 Adjustment of depreciation on the pre-operative expenses excluded from the RAB 

3.6.8	 The Authority proposes to consider the below useful life from I April 2018 onwards for the true-up of 
the Second Control Period. 

Table 28: Useful life considered by the Authority from I April 2018 onwards for true-up of 

depreciation for the Second Control Period 

Asset type Useful life (years) 

Earthwork 48.5 

Terminal, utility. office andother buildings 30 

Runway. taxiway and apron 30 
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Asset type - Useful life (years) 

Water management system .' 30 

Roads 5 

Roads (Trumpet) 20 

Baggage handling. acrobridges. IIV;\C equipment, other airport equipment 15 

Electrical linings 10 

Security! safety equiprncnts 15 

IT Equipment 6 

Software 5 

Furniture and fixtures 7 

Vehicles 8 

Otliee equipment 5 

Intangibles (agreements) 30 

3.6.9	 The Authority noted the one-time depreciation charge submitted by BIAL for FY 19 is on account of 

the note no. 2 of the Order no. 35120 17· 18 wherein it is stated that the book value of thc asset as on I 
April 20 I R, after retaining the residual value, shall be recognized in the opening balance of the retained 
earnings where the remaining useful life ofan asset is nil. For the assets with nil remaining life as on 
I April 2018 as perthe Order no. 35/2017-18, BIAL has computed the one-time depreciation amount 
of INR 148.7 cr. Based on the changes to the useful life for canopy, airport communication and other 
airport equipment proposed by the Authority in para 3.6.6, the revised one-time depreciation amount 

proposed by the Authority is given in the table below. 

Table 29: One-time adj ustment for depreciation as proposed by the Authority 

Asset Sub-category 

Existing 

useful life 

before I 

AIJril2018 

Revised useful life 

as per RIAL's 

technical evaluation 

Revised life as 

per Authority 

One-time impact 
(INR cr.)* 

Total one-time depreciation 

as per BlAL 
148.7 

Adj . - Canopy 30 9 30 -21.9 

Adj. - Airport 

Communicatio n 
10 7.5 15 -0.3 

Adj . - Other airport 

equipment 
10 7.5 IS -0.5 

Total one-time depreciation 

as per Authority 
125.9 

. . 
"difference IS due to rounding on 

3.6 .10	 The Authority had conducted an independent study on the asset allocation of the Second Control Period 
for BIAL (refer Annexure 3 for summary of the report). The Authority proposes to apply the proportion 
of the aeronautical assets as per the study on total depreciation, recomputed based on the revised useful 
life of assets, to determine the depreciation on aeronautical assets. The Authority noted that the 

proportion of the aeronautical assets is varying from year-on-year basis since BIAL has undertaken 
expansion of the airport facilities. Therefore, the Authority proposes to apply the proportion of the 
aeronautical assets of a particular year to the depreciation amount of the respective year. 

:." 
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Table 30: Depreciation considered by the Authority for true-up of Second Control Period 

Particulars (In INR Cr.) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total 

Total depreciation 213.83 217.54 238.51 262.70 339.26 1,271.83 

Adj. - Change in useful life. 
-42.62 -50.37 -60.71 -153.70

revision in asset addition 

Add - One time depreciation 
125.92 125.92

impact 

Adj. - ElL assets -4.19 -3.92 -11.34' -0.90 -0.90 -21.24 

Adj. - Depreciation on 
excluded pre-operative 0.00 -o .os -0.06 -1.27 -2.48 -3.84 

expenses 

Total adjusted depreciation 209.64 213.59 310.40 210.16 275.16 1,218.96 

Aeronautical proportion ns per 
89.29% 88.87% 88.96% 91.77% 90.75% 

asset allocation study 

Aeronautical depreciation as 
187.19 189.82 276.14 192.86 249.71 1,095.72 

per the Authority 

' amoum adjusted 011account or one-tunc depreciation charge 011 the turunure relatedassets 

Stakeholder comments regarding true-up of the depreciation fur the Second Control Period 

3.6.12 Subsequent to the stakeholder consultation process, the Authority has received comments/ views from 

various stakeholders in response to the proposals of the Authority in the Consultation Paper no . 10/ 

2021-22 with respect to true-up of the depreciation for the Second Control Period . The comments by 

stakeholders are presented below : 

BfA L's com ments on true-up of the depreciation for the Second Control Period 

3.6.13 SIA L commented as follows on the useful life of 15 years proposed by the Authority for items of Plant 

& Machinery instead of 7.5 years proposed by SIAL based on triple shift operation : 

• "The Authority had issued Consultation Paper No. 9/ 201 7-18 dated 19th June 20 17 on 

Determination 0/ Useful life 0/ Airport Assets. Further to the receipt of comments from vari ous 

stakeholders and consideration ofthe same, the Authority had issued its Order No. 35/2017-18 on 

12th January 2018 on the same. 

• Para 3.5.2 and 3.5.5 ofthe said Order with respe ct to a Stakeholders' comm ents on changes to 

certain classifications under Plant & Machinery and on Extra Shift depreciation and Authority's 

observations on the same are as detailed below: 

3.5.2 ,"" AL has commented as follows: 

"Authority has mentioned in the remark column "As pel' Companies Act", but it has not taken into 

account thefollowing provisions ofthe Sch edule II ofthe Companies Act, 2013 : 

(i) Schedule II has two distin ct categories as Plant & Machinery (Item No. IV) and Electrical 

Installations and Equipment (Item No. XIV) - Schedule-II provides a useful life of 15 years ./01' 

general category cf Plant and Machinery with a provision for Extra shill depr eciation while /01' 
Electrical Installation and Equipment it providesfor a useful life ofloy ears. Authority has clubbed 

items like Generators and Power Equipments etc. (su ch as transformers. sub -stations, AT and LT 
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Panels , switch gears and distribution system etc.) which are part of Electrical Installations and 

Equipments with other items of Plant & Machin ery . Sin ce there is a specific category f or Electrical 

Installations and Equipment these items should not be clubbed with general category ofP lant and 

Machinery. We theref ore request the Authority to mov e items such as Generators and Power 

Equipment etc. (such as transformers. sub -stations. TIT and LT panels. swit ch gears and 

distribution system etc.) from gen eral category ofPlant & Machinery to Electrical Fittings (Item 

No. 17) and change the nomenclature of Item No. 17 to Electrical lnstallations and Equipments in 

line with the Sch edule ITo(the Companies Act. 2013. 

(ii) Note 6 to the Schedul e IT pr ovides for extra shift depreciati on for all items 0.( Plant & 

Machinery. other than cont inuous process plant. covered under (IV)(i)(a) of ' the Sch edule 

depending upon whether asset is used f or double or tripl e shift. We request Authority to pr ovide 

for extra shif] depreciation, as prescribed under the Companies Act. for the airports which are 

required to be operated on 24*7 basis f or 365 days in a y ear. 

It may be pertinent to note that MIAL has already provided depreciation in its books ofaccounts 

as detail ed above under point (i) and (ii) and on the same basis tariff f or 2nd control period were 

determined bv the Authority . " 

~ 5,5 Authority has reviewed MlAl.ts comIIIents. The ..tuthority notes that the assets would 

need to be classified as provided under the Companies Act under Plant & Machinery under Item 

IV or Electrical Installation under Item XI V. Nomenclature and classif ication will be made in line 

with Companies Act 2013. Tltere wlll be 110 extra shift depreciation as the rates considered by the 

Authority lire based Oil the operation of the assets lit the Airport. 

• Post issue 0.( the said Order , the Authority has issued Amendment No. 01/ 2018-19 to the said 

Order on ... April 2018. Certain Paragraphs on the matt er on Extra shift depreciation on which 

the Authority has form ed a differ ent opinion than the earli er Order are reproduced below: 

2. Consideration ofExtra Shift Depreciati on on certain items ofP lant & Machinery 

2.1 Authority notes that Note 6 ofSchedule lito Companies Act provides asfollows: 

"6. The useful lives ofassets working on shift basis have been sp ecified in the Schedule based on 

their single shift working. Except for assets in respect 0.( which no extra shift depreciat ion is 

permitted (indi cated by NESD in Part C above). ifan asset is used for any time during the y earfor 

doubl e shift, the depreciation will increase by 50%'/or that period and in case of the triple shift the 

depr eciation shall be calculated on the basis 0.( 100%}or that period." 

2.2 The Authority also notes relevant sections 0.( Accounting Standard AS 10 dealing with Property 

Plant & Equipment which also details about the depreciation. 

2.3 The Authority has also noted the relevant sections 0.( the Guidance Note on Accounting.for 

depreciat ion in Companies Act in context ofSchedule If to the Companies Act (Guidan ce Note) 

issued by the Institut e ofChartered Accountants 0.( India. These are reproduced in Ann exure II: 

2.4 From a combined reading of'the Companies Act and accountin g pronouncements. the 

Authority notes that : 

2.4. / Acco unting Standard mak es it imperati vefor an entity to determine useful life ofassets 

considering vari ous factors specified. 

2,4,2 There are clear guidances on whether the Asset is to be classified as a Continuous 

Processing Plant and mann er of considering extra shift depreciation to assets. 
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2.'1.3 Should the useful life determined by the entity considering the abo ve fac tors, be 

different front the prescribed rates as per Comp anies Act. appropriate disclosur es should be made. 

2.4.4 Techn icaijusttfications are needed to back the decisions ofthe Management. 

2.5 The Auth ority notes that certain Plant & Machinery in certain vel:)' large Airports / Airports 

with high er volum e of ope rations would need to be running continuously or run extra shifts. 

Accordingly. appropriate considerations as deta iled in aforement ioned pronoun cements should be 

factored and given effect to. 

2.6 The Authority '.I' intent, in case ofplant and machinery deta iled in the Annexure to the order 

was to align with the pronouncements ofthe Companies Act. Accordingly , the Authority notes that 

other allied provisions and conditions should also be considered and complied with. 

2.7 Hence. the Authority accordingly clarifies its dec ision on manner 0./ considering useful lives 

for Plant & Machinery items as/allows : 

2.7.1 Useful lives (if Plant & Machinery are determined as /5 years. In case the airport 

ope rator wants the useful life to be lower due to extra shift operations. it will be considered based 

on the technicaljustificat ion to the satisfa ction oft he Authority. 

2.7.2 Cons idera tions ofextra shift depreciation and other applicable requirements of/all'. 

ifallowed by the Authority as abov e shall be computed as per the prescriptions oft he Companies 

Act and the Guidance Note o.{ICA I. 

•	 From a combined reading ofthe aforement ioned paragraphs: 

o	 Authority has, tak ing cognizance of' the Stak eholder comments ackn owl edged that large 

airports would have equipment that need to be running continuously or run extra shifts. 

o	 Authority has noted the intent to align with the pronoun cements a/Companies Ac t wherein the 

Extra sh ift depreciati on is mentioned 

o	 Authority would need to be pr ovided with a technicaljustificat ion in the airport operator wants 

the nseful Iife to be lower due to extra shift operations. 

a	 Provisionfor Extra shift deprecation was one of the key reasonsfor issuance of Amendment to 

Order 35 on Useful life ofA irport Assets. 

•	 Accordingly, BIAL had submitted Techn ical Justification fro m A1r. Shashikant Muddapur, a 

Chartered Eng ineer in the Second Control period and Authority had taken cognizan ce oft he same 

in the Second Control Period Order and allowed Extra shift depr eciation at the time 0/ issue of 

MYTO/or Second contro l period 

•	 The Technical justification which was provided to the Authority in the Second Control Period and 

taken ful! cogni:::ance in the M YTa 0.[the seco nd control period has not been fo und adequate by 

the Authority in the Third Control Period Such action taken by AERA, with out acco rding any 

detailed reasoning andjustification leads to regulatory uncertainty. 

•	 In the current consultation paper, the Authority had noted that "The use/it! llfe prescribed in 

AERA '.I' order has consi dered the typical usage ofthese assets / or an airp ort and there appears to 

be no reason for the usage a/these assets to V{// )!from the typical usagefor BIAL ". This is contrary 

to the Authority's own evaluation and note in Amendment No. I ofOrder 35/ 20 17-/8 that certain 

asset s would need to be used on triple shift and that may need depr eciation at high er rate and the 

pronouncements ofCompanies Act need to be respected 
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• BIAL has also. in addition to the earl ier Technical evaluation submitted. obtained another

Technical Evaluation on the useful lives oft hese assets which is enclosed as Annexure 8.

• Hence, BIAL requests that the useful life based on Technical evaluation submitted by BIAL, in full

compliance ofOrder 35 and Amendment No. Ito Order 35 be considered by the Authority and the

depreciation be computed based on such useful lives adopted

• AERA in its Orders on Depr eciation has stated that an asset would need to be class ified as provided

under the Companies Act, 2013 in the category of Plants and Machin eries under Item IV or

electr ical installations under Item )(1V and on the other hand, has chosen to disregard the Note 6

to Schedule /I of the Companies Act, 2013. Note 6 to the Schedule lito the Companies Act. 20 13

provides "[or extra shif) depreciation f or all items ofPlant & Machin ery , other than continuous

process plant, covered under (lVj(ij(a) oft he Schedule depending upon whether asset is usedfor

double or triple shift .

• AERA has now proposed that there would be no extra shiji depreciation as the rat es considered

are based on operation of the asset s at the airport. Such selective application ofthe pr ovisions of

the Act is arbitrary, unreas onable and against settled principles oflaw.

• ICAI in para 5.2 ofits Report dated 10.0-1. 2017. while analysing the assets class ified as Airport

assets has mentioned that spe cific reviewfor the category of plant and //Iachinery, X-R{~v machines,

bagg age scanning/handling systems and security equipment may be required on the basis ofusage

patt ern at the airport. which is nothing but reference to usage from a single shift to double/triple

shift. However. AERA in the consultation paper, while determining the useful life of the assets for

the above category, hasfailed to consider the extra shiji depr eciation for the assets at BIAL that

orefunct ional roun d the clock.

• Extra Shift Depr eciation is intended to compe nsate j ar the extra wear and tear on account of usage

of an asset in more than one shift. It is pertinent to point out that in the pres ent case, the operations

at the airp ort are conducted round the clock, thereby leading to a greater wear and tear of

equipment as comp ared to an airport handling single shift or limited operations.

• AERA has adopted a p ick and choose approach. which is inconsistent and unreason able and has

been impl emented to the detriment of BIAL. ..

3.6.14 SIAL's commented as follows on useful life for Canopy, New Project Office and Nursery considered
by the Authority similar to buildings than that estimated by SIAL based on technical evaluation:

• "Authority has noted in the Preamble to the Consultation Paper No. 9/20 17- 18 and Order No.

35/20 17- 18 that it would be preferable to have as far as practicable. a broad year to year

cons istency in what Depreciation is charged by the companies as certified by the relevant statutory

auditors and what the Authority would take into account in its process oftariffdetermination. Issue

of a notification will ensure this objective "

• In Order 35, Authority had laid down the pr escribed useful livesfor various Airport assets after

receipt ofcommentsfrom the Stakeholders on the Consultation Pap er issuedfor the same.

• In the said Order 35, the Authority had also noted at follows jar Air p ort Asse ts jar which useful
lives were not prescribed.

Note 7: Specific assets. other than those listed above. could he created in different airp orts, based

on the sp ecific requirements. Such specific assets would have to be indi vidually evaluated

technically for its useful life and depreciated/ or which technical j ustification should be submitted

to the Authority.
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• Based on the above Regulatory Principle and guideline issued, BIAL had carried out a Technical

evaluation ofcertain assets which are not part of the Airport asset listfor which useful lives were

prescribed by the Authority. Technicaljustification obtain edfor the said assets were also submitted

to the Authority for consideration during Second Control Period Order and also in response to

query during evaluation ofthe MYTP f or the Third Control Period.

• The Authority has noted that these assets are part of the building and AERA's Order no. 35/ 201 7
18 does not providefor reducing the i ife ofassets under Asset Class Buildings, The Authority has

noted that BIAL has not given the rationale fo r lower useful life in its technical justification for

these assets. Useful lif e adopted by BIAL on these assets are based on the Technical evaluation

carried out by a Chartered Engine er as submitted to the Authority wherein the specifications of

these assets have been detailed with the assessment of the use/ill lives, These assets cannot just be

categorized under the main category Buildings.

• Companies Act requires componentization of assets where any significant component ofan asset

has a different useful life.

• This has heen taken note ofby the Authority in Order 35, as noted in Para 3.11.6 asfollows:

3.11.6 The Authority notes !'vIIAL '.I' submission on the Companies Act requirement fo r key

components of the asset to he evaluated differently for the signif icant value components of the

asset. Authority notes that this is to be compli ed with by the Airport Operat ors.

• Hence, BIAL requests that the useful life based on Technical evaluation submitted by BIAL, inf ull

compliance ofOrder 35 and Amendment No. I to Order 35 be considered by the Authority and the

depreciation be comput ed based on such useful lives adopted "

3.6.15 BIAL's commented as follows on useful life for runway considered by the Authority as 30 years instead
of20 years submitted by BIAL based on technical evaluation :

• "The Authority had issued Consultation Paper No. 9/ 201 7-18 dated 19th June 201 7 on

Determination of Useful life ofA irport Assets. This was based on a study conducted by ICAI. In

the said Consultation Paper, the useful lives of Runway , Taxiway was estimated to be 30 ye ars.
Extract ofthe Annexure to the Consultation Paper is detailed below:

Asset Category Useful Life Depreciation
(Airport Specific) (In Yrs) Rate (0/0)

Runway 30 Yrs (most of 3.33
the operators

Taxiway have estimated
life as 30 yrs)

Apron

Hanqer 30/60 3 .33/1.67

• Further to the receipt of comments from various stakeholders and consideration ofthe same, the

Authority had issued its Order No. 35/201 7-18 on 12th January 2018 on the same. Comments on

"
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Runway/ Taxiway as submitted by MlAl: and BIAL noted that the useful lives ofsuch assets are 20

years. Extract ofthe comments is reproduced below:

3.2.3 BIAL has commented asfollows:

..We would like to draw attention to ICAl'spresentation in Annexure 2 with regard to "Analysis of

Individual assets - Runway. Taxiway and Apron" wherein ICAI has rightfully noted that BIAL

concession agreement has design and life specified as 20 years for Runway and Taxiway. We

believe that design and cost a/Runway and Taxiway has been done to cater to the life in line with

the Concession Agreement and accordingly BIAL has been following the same life till now. The

proposal noll' considers the life of Runway and Taxiway as 30 years. We believe that when the

Concession Agreement specify the life as 20 years, changing the life ofthe asset to 30 yearsfor the

purpose ofstreamlining across all airports will be unjust. We request the Authorities to consider

the life of Runway and Taxiway as 20 years specifically for BIAL in line with the Concession

Agreement.:'

3.2.4 MIAL has submitted as follows:

Runway. Taxiway and Aprons - Authority in Part /I ofAnnexure 5 has suggested useful life 0/30

years/or Runway, Taxiway and Aprons. Mlnl. has considered useful life ol20 years/or Runways

due 10 thefollowing reasons

MlAL assumed operations and development olCSIA from 3rd May 2006 and took control o/AA!'s

existing assets including Runways. Since Runways were originally constructed by AAI and MIAL

has only done the strengthening and substantial restoration works of these runways, it has

considered useful life 0/20 years.

Besides above, various reports and data relied upon by ICA I as mentioned below, alsojustify useful

life ofRunways (even new Runways) as 20 years only instead o.l30 years proposed by the Authority

since Runways are considered as Flexible Pavements against Apron which are considered as Rigid

Pavements (concrete)

I. ICA0 Airports Economic Manual (2013 edition) has suggested useful life of Runways and

Taxiways in the range o.l15-30 years. ii. UK government - CAA in "A guide to Airfield Pavement

design and evaluation - Design and Maintenance Guide (February 2(11)" recommends that

structural design life be 20-30 years. The upper end of this range being jar concrete pavements

and the lower endforflexible pavements. iii. US Department ofFederal Aviation Administration

in its Advisory circular AC No. 150153206E has stated that Pavement and other facilities built to

FAA standards are designed to last at least 20 years. iv FAA Airport Compliance Manual - Order

51908- 2009 also states that Pavement and otherfacilities built to FAA standard are designed to

last at least 20 years. Aerodrome Design Manual Part 3 (2003 edition) states that pavement

designed in accordance to these standards are intended to provide a structural life ofZt) years. VI.

Concession Agreement ol BIAL also states that design life offlexible pavement is 20 years. vii.

ICAI itself in para 6.2.18 ofits Report mentioned that useful life of20 years can be consideredfor

Flexible Pavements (Runway and Taxiway) and 30 years jar Rigid Pavements (Apron)

viii. Authority has also mentioned in para 2.2.5 (8) (i) that in view of the international

prescriptions on standards of design life, the practice followed by certain airports in Asia and

other parts ofthe world, useful life of 10·15 years/or Runways and Taxiways surfaces and 30 years

for Runways and Taxiways bases can be prescribed which means Authority should provide useful
life jar Runways and Taxiways either as average oftt) to 30 years or provide different useful lives
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for bases and surfaces but providing useful life of30 years/or both i.e., bases and surfaces would

be incorrect and inappropriate.

• Based on the comments receivedfrom Stakeholders, the Authority had noted as follows :

3.2.6 Authority notes that the useful life ofthe Airfieldpavements vi: Runway. Taxiway and

Apron are dependent on various factors including design intent etc. The rate provided by the

Authority was a normative rate considering the various/actors.

3.2.7 On reviewing the commentsfrom certain stakeholders, the Authority decides that while

the rate prescribed will remain as given in the Consultation Paper. if there is a different rate

adopted by the Airport Operator. between 20 to 30 years, the same should be justified and backed
up by suitable technical certification which will be critically examined by the Authority and a view

taken on the same.

• In order to give effect to the above note. the Authority had included a note in the Order asfollows:

6. Runway/ Taxiway - If there is a different rate adopted by the Airport Operator. between 20 to

30 years. the same should be justified and backed up by suitable technical certification which will

be critically examined by the Authority and a view taken on the same.

• As submitted by RIAl. as pari of its comments to the Consultation Paper on the useful lives of

assets, BIAL 's concession agreement had specified the design intent as 20 years for the original
Runway and Taxiway constructed. Relevant extracts from the Concession Agreement (which were

referred in the ICAI study report) are given below:

1.1.10 RUNWAY

Th9 runway Is designed to accept B 747 aircraft and the ICAO aerodrome reference code is 4E.

The characteristics of the runway specification are:

n R un way lenglh - 4000m

11DR unway width - 45m
o D wld lh of runway ptus light paved snoutaers : BOm

cL Jp a vem enl type - flexible
t Pavement classification number - 80

• _. Runway strip width - 300m

IS lop -w ays at each tnresnota - BOm xsom
' R un way orientetion - 09/27

Usability Iector - >95%
Turning circle al 0gend.

The longitudinal and Iransverse profile, slope chang9s. sight distance. distance between slope changes.
pavement markings, slgnage and surface accuracy are designed in accordance with the Standards and

Recommended practices stipulated in ICAO Annex 14. The design life for the flexible pavement Is 20

years.

1.1.1/ TAXIWA YS
Thecharacteristics of the taxiwayspecification are:

lwidth - 25m(code F)
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: Widtt, of taxiway pills shoulder - 45m

I : Separation distance between the centre tine of runway and taxiway - 190m

. .Jtaxiway centre tine to taxIway centre tine - 97.50m

-.pavement type - flexible

n -:pCN - 80

The longitudmat and transverse profile, slope changes, sight distance, distance between slope changes,

pavement markings, signage and surface accuracy shall be in accordance with the Standards and

Recommended Practices stipulated in ICAO Annex 14. The design life for the flexible pavement is 20

years.

• Hence, the basis and design intent (which was in line with the Concession Agreement) based on

which the Original Runway and Taxiway were constructed cannot be changed by AERA and that

too after the useful life for these assets being considered at 20 years for the past periodsfrom the

year 2008.

• Authority had commented that the useful life for Runway was changedfrom April 20 I8 to 30 years

in the second control period order. Basis ofthis change is as explained below:

o In the Second Consultation Paper model. depreciation rates were estimated block wise

o Land development cost, Existing Runway and Nell' South Parallel Runway rNSPR) were all

together in one block as "Runways"

o Useful life for this block was considered at 3.34%fi'om April 2018 in order to compute an

average depreciation rate including Land development cost which was to be depreciated at 50

years, the existing Runway / Taxiway to be depreciated at 20 years and NSPR at 30 years.

• Accordingly, BIAL requests that the prescriptions in the Concession Agreement be respected and

the depreciation on the original Runway and Taxiway be allowed considering a useful life 0/20

years. It may he noted that the design life ofthe new runway is 30 years and accordingly hased on

the design intent, BIAL has adopted a useful life of30 years for the new runway asset capitalized.

This was also discussed and deliberated during the Second control period, which has also been

considered by the Authority at the time ofissue of/vlYTUfor second control period.

• BIAL's design intent for new Runway has been adequately detailed in the Stage /1/ Stakeholder

consultation held by BIAL, extract ofwhich is provided below:

Pavement Design
Runvvay an.d Tax iVt,lay Pavement

GiVK~

+ Airfield Pavement is designed based on 'CAO and FAA standards for
the Aircraft Traffic from Master Plan_

+ Run'Nays and taxi 'Nays are designed for flexible (asphalt) pavement,
Runv\lay Holding Positions are designed for rigid(concrete) pavement.

+ Shoulders and blast pads designed for flexible (asphalt)

+ Design Life
• Asphalt Pavement (flexible): 30 Years

3.6.16 BIAL commented as follows on the useful life of runway top layer considered at 30 years by the
Authority instead of 5 years submitted by BIAL:

• In S # 14 ofAnnexure I to Order 35, the Authority had noted that

"Resurfacing & Runway: The cost ofresurfacing & runway leading to res/oration oforiginal peN

value would be amortized over 05 years/or the purpose ofTariffcomputations"
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• Companies Act requires componentization ofassets when' any significant rmnponan; nfan asset

has a different lise/it/We.

Schedule 11- Note 4

"Useful life specified in Part C ofthe Schedule isfor whole ofthe asset . Where cost ofa part of

the asset is significant to total cost ofthe asset and useful life ofthat part is differentfrom the useful

life ofthe remaining asset, useful life ofthat significant part shall be determined separately. "

• Detailed guidance on the same is also prescribed in the Guidance Note on Accounting for

Companies in the Context ofSchedule lito the Companies Act, 2013 .

• This has been taken note ofby the Authority in Order 35, as noted in Para 3.11.6 asfollows:

3.11.6 Tile Authority notes MlAl. '.I' submission on the Companies Act requirement for key

components of the asset to be evaluated differently for the significant value components of the

asset . Authority notes that this is to be complied with by the Airport Operators.

• Hence, when the Nell' South Parallel Runway was being capitalized, in compliance with the

applicable Companies Act requirement of componentization and as per Authority's principles, it

was necessary to identify different components ofRunway which could have a different useful life

and accordingly note the useful life for the same.

• As the useful life ofresurfacing the runway was considered by the Authority itselfat 5 years. which

is aligned with the actual need for resurfacing the Runway also. the top layer of the Runway has

been identified tu have a useful life of5 years.

• BIAL has acted in full compliance to the extant accounting and legal requirements and in line with

Authority's directions. Hence, BIAL submits that the useful life of Top layer. which will wither

away/aster, and which needs to be re-surfaced be considered as 5 years.

3.6.17 BIAL commented as follows on the useful life for earthworks considered as 48.5 years by the
Authority:

• BIAL, in its Fixed Asset Register had considered a useful life 0/48,5 yearsfor the Earthworks,

• Estimated depreciationforfutnre years (Third Control Period) is done on a block estimate and the

Earthworks together with Runways, Taxiways were all considered as part ofI hlock "Buildings 2

RWITW" category. This block has assets with useful life of48,5 years (Earthwork), 20 years (First

Runway and Taxiway) and 30 years (Nell' South Parallel Runway).

• For ease ofcomputation, a common useful life of30 years was used.

• BIAL agrees that the Earthworks be considered with a useful life 0/48.5 years whereas the useful

lives a/existing Runways and Taxiways have to he considered at 20 years as per the submissions

made above.

3.6,18 BIAL commented as follows on the adjustments to depreciation due to reduction to RAB as per ElL
study report:

• BIAL has made its arguments and submissions on why the reduction made to RAB based on ElL

study is not correct and unjust. Hence, BIAL requests that the depreciation adjustment due to the

reduction to RAB made based on ElL Report be reversed.

3,6.19 BIAL commented as follows on the adjustment to depreciation due to pre-operative expenses not
considered as part of RAB additions
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• BIAL has submitted in detail in the relevant section on why Pre-Operative expenses have to be

considered as part oj Capital Expenditure and hence as part ofadditions to NAIJ.

• BIAL accordingly requests the Authority to reverse the deduction made on account ofreduction in

depreciation due to Pre-Operative Expenses not being considered.

3.6.20 BIAL commented as follows on the revision to one time depreciation based on its comments above:

• The Authority has adjusted the 'One-time' depreciation due /0 change made by the Authority on

useful lives ofCanopy and Plant & Machinery.

• BIAL requests the Authority to reverse the adjustment made based on the submissions made by

IJIA L for S # I and S' # 2 as above.

3.6.21 BIAL commented as follows on the aeronautical proportion of RAB of a respective year used for
computation of depreciation for reimbursement:

• The Authority has proposed that total depreciation for the year will be segregated between

Aeronautical and Non-Aeronautical in the ratio of the assets - Aero: Total Assets and has

accordingly computed the Aeronautical Depreciation to be considered/or ARR computation.

• BIAL had computed the allocation ratio between Aeronautical and Non-aeronautical assets based

on the segregation of depreciation at an individual asset level between Aeronautical and Non

Aeronautical asset. This is evidentfrom the following table which shows the ratio ofAeronautical

assets for each yearfrom 2016-17 to 2019-20 together with the ratio ofA eronautical deprecation

for each ofthese years.

Particulars FYI7 HI8 FYI9 FY2()

Aero Gross Block ofassets 9().8()% 9().35% 9().()-/% 92. 78%

Aero Depreciation for theyear 92.-/-/% 92.38% 88.75% 90.56%

• This is because different assets will have different useful lives and hence, the depreciation cannot

be uniformly assigned based on the overall asset Gross block ratio.

• Only jar estimation purposes forfuture years. a ratio ofthe total depreciation, which is made at a

block estimate has been taken, which will be trued up in the next control period based on actual

asset capitalization into different categories and based on depreciation computed by the

accounting system.

• Hence. BIAL requests that the identification ofdepreciation to each asset done by BIAL to compute

the total Aeronautical depreciation be considered by the Authority. "

Other stakeholder comments on true-up of depreciation for the Second Control Period

3.6.22 FIH has stated in its comments that the Authority has proposed changes to the useful life for
computation of depreciation, which has been approved in the previous tariff orders.

3.6.23 Similar to the comments of FIH, Siemens has also stated that the Authority should uphold its guidelines
and airport regulations and allow depreciation as claimed by BIAL.

3.6.24 MIAL stated that the extra shift depreciation had been specifically allowed by the Authority vide
Amendment dated 9 April 2018 to the Order no. 35/2017-18 dated 12 January 2018. MIAL submitted
that the Authority should allow the extra shift depreciation based on the technical justification provided
by BIAL and also allow the useful life of assets based on the technical justification provided by BIAL.

3.6.25 APAO stated that the Order no. 35/ 2017-18 allows for the useful life of runways/ taxiways to be
between 20-30 years and Further, extra shift depreciation for Plant and Machinery in the case of large
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airports, running continuously for extra shift, was also allowed, based on technical justification . APAO
further stated that the Authority had accepted the justification given by BIAL in the 2nd control period
in the 2nd control period order while the Authority has reversed its position and had gone against its
own orders. APAO requests Authority to honour its own decisions taken in previous tariffand consider
useful lives as claimed by BIAL.

3.6.26 lATA submitted it supports the adjustments made by AERA on the life of certain assets as well as other
adjustments and also notes AERA's comment that the asset lives have been determined on the basis a
"typical usage" of the asset. lATA submitted that since 2020-21 was not a typical year, AERA may
wish to consider extending the life of the assets.

BIAL's response to stakeholder comments regarding true-up of depreciation for the Second Control
Period

3.6.27 BIAL concurred with the comments of FIH, Siemens, MIAL and APAO.

3.6.28 In response to lATA's comment on depreciation, BIAL submitted that depreciation charge to P&L is
guided by the accounting Standards and Accounting principles followed by BIAL and these cannot be
changed instantly. Further, BIAL submitted that all the assets were put to use and in operation even
during FY 21 and it has submitted detailed explanations and clarifications done on the useful lives of
assets which BIAL requests the Authority to consider and allow accordingly in the ARR computations.

Authority's examination after reviewing stakeholder comments on the true-up of the depreciation of
Second Control Period

3.6.29 The Authority has carefully examined comments from BIAL, FIH, Siemens, MIAL and APAO on the
true-up of the depreciation of SCP and have given its analysis and decision below:

a) Asset Class - Plant and Machinery (Aerobridges, Airport Communication, Baggage Handling,
Escalators/ Elevators, HVAC Equipment, Other Airport Equipment and Security/ Safety Equipment):
The Authority has given its detailed reasoning for considering the useful life of 7.5 years for these
assets in para 3.6.6 of the Consultation Paper no. 10/2021-22 for BIAL. The Authority would clarity
to BIAL that the amendment no. I to the Order no. 35/ 2017-18 dated 9th April 2018 provided the
clarity that the airport operators can adopt extra shift depreciation subject to consideration of the
technical justification to the satisfaction of the Authority. The Authority has evaluated the submission
of the addendum to the technical evaluation for considering the lower useful life for these assets. Below
are extracts from the technical evaluation report:

"Item-wise explanationfor having reckoned Useful Life ofEquipments as 7.5years is given below:

I. Baggage Handling System. Passenger Boarding Bridges. Escalators, Elevators, Travellators, HVAC

etc.

Unlike other industries. these systems/equipments in a busy airport which works 24/7 get

loaded/unloaded continuouslyfor 365 days. Also, these systems/equipments undergo veryfrequent ON

OFF cycles resulting in the reduction ofuseful life.

2. Baggage Handling System (BHS) are more than a simple mechanical system and are built along

with a complex SCADA ·(.')upervisOly Control and Data Acquisition) system to move the

passenger baggage/bags from check-in to aircraft baggage trolleys and during this process,

pass through Screening System, Diverters. Position Sensors at multiple levels. A complex baggage

system comprises of more than 100 smaller segments and many 0/ the sections operate in

different speed controlled through the SCADA system. As such, the life gets reduced compare

to a conventional and more predictable manufacturing/process systems. Due to faster

technology improvements/changes the SCADA operating system gets redundant sooner and needs to
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be upgraded/replaced due to global/local regulation changes. Reckoning the above factor s, the

baggage handling system I.:UrI be (IUlIl{lied for lesser Use/iii Life and also supp orted by AERA

amendment No. I to order number 35 clause 2.7. 1

3. Equipm ents such as Passenger Boarding Bridges, during operation are extended, retracted

raised lowered. swivelled to connect the bridge to various types of aircrafts and are also exposed

to various open weather conditions.

-I. Equipm ents such as Escalators. Elevators and Travellators are used continuouslyf or 24 hours in

busy airports. Hence serviceability and safety compliance requirements are vel)' high since these

are exclusively used by airport personn el/passengers.

5. VDCS (Visual Docking Guidance System) which helps safe docking of aircraft to stands are

installed in "open to sky " environm ent. These systems are operating with Laser technology and in

severe weather conditions, they deteriorate/aster and as such with Electronic circuits playing a major

role have a useful life ofnot greater than 7.5 y ears.

6. Automatic sliding doors: There are multiple automatic sliding doors installed at the Departure

Entrance, Boarding gates and Arr ival entry/exit. These doors operate continuously based on

people movement and is subject to heavy numb er ofON-OFF cycles.

7. Unlike typical process/manufacturing industry, where shift operation is steady. the

Electrom echanical equipment that are used in the airports are subj ected to multiple/numerous

ON-OFF cycles. which deteri orates the normal design life of the equipment.

Managements strategic ally assess the investment in capital expenditures for acquisitions, along

with ancillary costs and the costs associated with the repair and maint enance requirements of those

assets while they are in service. For this reason, determining accurate costs using an LCC (Life Cycle

Costing) approach is critical. In the Airport 's case. this is necessary to sa/ely and cost-ef fectively

accommodate the growing number of passengers with the ef ficiency that passengers expect. The

air p orts must manage risk since the failure of older assets car, pose a danger to travelers,

airport Personnel and visitors .

It may also be noted that som etimes new technology is likely to render thes e running equipments

obsolete much before the scheduled useful life as reckoned. Hence to avoid risks ofspares availability

and drop in eff iciency, these equipments will need to repla ced much earlier.

In view ofall the above and considering that the process ofdetermining the useful life ofthe equipment

is permitted to be reduced for 2/3 shift operation, it is recomm ended that, the useful I{fe of

Electromechanical equipment working in the airports to be determined at 7,5 y ears instead 0/15
years.

Order 35 provides for specific determination of life through technical evaluation for specific assets
other than those listed in the Order based on specific requirement of the Airport. The Authority notes
from the above technical evaluation that the shorter life is proposed by the airport operator for the assets
under Plant and Equipment which are already included in the order and therefore, these are not new
equipment for specific requirement of the airport. The Authority has also noted that BIAL has requested
for a usefuI life of 7.5 years for some of the items, yet many of them still continue to be in operation
even after 7.5 years. Therefore, the Authority does not find any merit in reducing the useful life of such
assets.
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b) Asset class - Buildings: The Authority has noted the technical justification submitted by BIAL in
rclutiou to useful life of Canopy, New Project office and Nursery. Below are extracts from the technical
evaluation report:

"As regards to buildings/items like canopy. New Project Office. Nursery etc are not general buildings/
items. Apartfrom their design and sustenance to the required cause ofoperatable on temporary nature
and constructed in areas meant ./01' future development as pel' Master plan. the material used
for construction also temporary in nature to reduce the cost of construction of these temporary
structures.:'

The Authority is of the view that the canopy is part of the buiIding and therefore, it cannot have a
separate useful life than the building's useful life of 30 years . Further. New Project Office and Nursery
forms part of the building asset class and therefore, their useful life is also considered as 30 years.

c) Asset class - Runway and Taxiway - The Authority has noted BIAL's submission to consider the useful
life of existing runway as 20 years instead of 30 years. The Authority has given the justification for
change in the usefu I Iife of runway to 30 years in para 3.6.6 (c) of the ConsuItation paper no. 10/2021
22 for BIAL and para 10.6.4of the SCP order for BIAL. The Authority finds no additional information
from BIAL in its stakeholder comments to change its proposal in the Consultation Paper.

d) Asset class - Runway lop layer - The Authority has noted BIAL's submission to consider the useful
life of the runway top layer as 5 years instead of 30 years as considered by thc Authority. Similar to
the canopy assets, the runway top layer is also part of the runway asset and therefore, the Authority
cannot have two different useful life for runway top layer and the runway. Accordingly, the Authority
decides to consider the useful life of 30 years for runway top layer similar to the runway. Further, it
may be noted that the resurfacing of top layer of the runway is allowed as R&M cost and amortized
over 5 year period.

e) The Authority has noted that BIAL has agreed with Authority's proposal to consider the useful life of
earthworks as 48.5 years for the Third Control Period.

f) The Authority has noted BIAL's comment on allowing the one-time depreciation and the depreciation
on the excluded assets as per E[L study. Since the Authority has not revised its decision on these
matters, no change is proposed to the aeronautical depreciation on this account.

g) The Authority has decided to allow the pre-operative expenses in the true-up of the regulatory asset
base of the SCP and accordingly, the Authority decides to allow the depreciation on the pre-operative
expenses.

h) The Authority has noted BIAL's comment related to the application of the aeronautical proportion of
RAB of a respective year to compute the aeronautical depreciation. The Authority is of the view that
the aeronautical asset ratio captures the aeronautical to non-aeronautical bifurcation of assets and the
same can be adopted for computation of the aeronautical and non-aeronautical depreciation for the
Second Control Period. Further, the approach adopted by the Authority brings consistency to the
aeronautical depreciation computation across airports.

3.6.30 The Authority noted IATA.'s comment to extend the useful life of the assets based on its usage in FY21
and BIAL's response to it. The Authority does not agree with lATA's comment as the useful life for
airport assets are governed as per the Authority's Order no. 35/2017-18.

3.6.31 Based on the Authority'S decision to allow financing allowance upto Second Control Period, the
Authority has also considered the depreciation on the financing allowance for true-up of the SCPo
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3.6.32 The Authority has decided to disallow the eastern connectivity tunnel cost from the RAB and

accordingly , the Authority has excluded the depreciation on the eastern connectivity tunnel.

3.6.33 The Authority has considered the actual depreciation based on the audited financial statements for

FY21 for true-up of SCI' in the final order.

3.6.34 Based on the changes mentioned above. the depreciation decided by the Authority for true-up of the

Second Control Period is given in the table below:

Table 31: Depreciation decided by the Authority for true-up of Second Control Period

Particulars (In INR Cr.) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total

Total depreciation 213.83 217.54 238.51 262.70 345.1 1,277.67

Adj. - Less: Change in useful
-42.62 -50.37 -57.62 -150.62

life. revision in asset addition

Adj - Add: One time
125.92 125.92

depreciation impact

Adj. - Less: ElL assets -4.19 -3.92 -11.34 -0.90 -0.90 -21.24

Ad]. - Less: Depreciation on
-1.41 -1.41

excluded ECT cost

Adj. - Add: Depreciation on
1.66 1.67 1.90 5.79 10.33 21.34

FA assets

Total adjusted depreciation 211.30 215.30 312.36 217.21 295.51 1,251.67

Aeronautical proportion as per
89.29% 88.87% 88.96% 91.77% 91.45%

asset allocation study

Aeronautical depreciation as
188.67 191.33 277.88 199.34 270.23 1,127.44

per the Authority

3.7 True up of Operating Expenditure

BlAL's submission for true up of operating expenses

3.7 .1 BIAL has submitted the following aeronautical operating expenses for true up of the Second Control

Period:

Table 32: Operating expenses (Aero) submitted by BlAL for the Second Control Period

Operating expenses FY 2017 FY 2018 FY 2019 FY 2020 FY2021 Total

Personnel expenses 116.01 118.27 146.58 186.17 203.47 770.50

O&M 83.92 98.84 99.15 117.12 120.27 519.29

Lease Rent 13.01 13.42 13.83 14.24 14.67 69.17

Utilities 37.72 42.64 34.68 36.45 33.08 184.58

Insurance 1.60 2.26 1.97 3.19 7.70 16.72

Rates & taxes (other than IT) 8.72 6.53 9.36 8.90 9.16 42.68

Marketing & Advertising 8.09 9.25 15.31 19.88 15.6\ 68. 14

CS R 3.72 4.81 16.00 19.51 16.42 60.46

General admin costs 26.59 33.65 28.69 32.74 36.01 157.68

Total operating expenses - Aero 299.37 329.67 365.58 438.20 456.40 1,889.23

Less: Disallowanc e - Interest/hotel cost -
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Operating expenses FY 2017 FY 2018 FY 2019 FY 2020 FY2021 Total
Concess ion fcc 32 .67 37.06 29.29 22.95 7.80 129.76

Waiver and bad debts - 0.60 11.15 2.74 - 14.49

Total Operating Expenditure - Aero 332.05 367.33 406.02 463.89 464.20 2,033.48

3.7.2 The submissions of BIAL relating to opex for the Second Control Period are as follows:

• Waiver and bad debts - BIAL has considered waiver and bad debts as part of operational
expenditure.

• CSR expenditure - BIAL has considered CSR as part of operational expenditure.

3.7.3 BIAL has submitted a certificate from Sreedar Mohan and Associates on the allocation of operating
expenses into aeronautical and non-aeronautical for the Second Control Period. The ratio of allocation
of operating expenditure into aeronautical and non - aeronautical as per the certificate is given below:

Table 33: Aeronautical ratio for operating expenses as per RIAL

Particulars (In INR Cr.) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

Personnel Expenses 94% 94% 93% 92% 92%

Operations & Maintenance 89% 89% 88% 89% 89%

Concession f ee
RcvclIuc Revenue Rcvcnuc Revenue Rcvcnuc

ratio ratio ratio ratio ratio

Lease Rent 100% 100% 100% 100% 100%

Utilities 100% 100% 100% 100% 100%

Insurance 91% 90% 90'% 90% 90%

Rates & Taxes (other than IT) 100% 100% 100% 100% 100%

Collection Cost 100% 100% 100% 100% 100%

Other Marketing costs 95% . 90% 88% 86% 86%

Waivers & Bad Debts 100% 100% 100% 100% 100%

CSR 100% 100% 100% 100% 100%

Total General Administration Costs 99% 98% 95% 91% 91%

Recap of decision taken by the Authority for Operating expenses at the time of tariff determination for
the Second Control Period

3.7.4 The Authority notes the following operating expenses considered at the time of tariff detenn ination for
the Second Control Period vide decision number 9a (i):

Table 34: Operating expenses as considered by the Authority at the time of tariff determ ination for the
Second Control Period

Operating expenses

Personnel expenses

O&M

Lease Rent

Utilities

Insurance

Rates & taxes (other than IT)

Marketing & Advertising

CSR

General admin costs

FY 2017

107.77

82.73

13.03

40.64

3.54

8.72

7.58

o
19.66

FY 2018

128.73

95.14

13.42

42.77

4.54

8.8

8.69

o
10.56

FY 2019

146.7

109.41

13.83

48.88

4.81

8.87

9.83

o
23.79

FY 2020

164.6

125.82

14.24

51.4

6.08

8.96

11.12

o
26.17

FY2021

193.92

144.69

14.67

60.32

8.86

9.4

12.58

o
28.78

Total

741.72

557.79

69.19

244.01

27.83

44.75

49.80

108.96
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Operating expenses FY 2017 FY 2018 FY 2019 FY 2020 FY2021 Total
Total Operating expenses - Aero 283.67 312.65 366.12 408.39 473.22 1,844.05

Less: Disallowance - Interest / Hotel cost -0.2 -0.28

Concession fees 39.89 44.89 29.48 35.2 42.03 191.49

Total Operating expenditure - Aero 323.36 357.26 395.6 443.59 515.25 2035.54

3.7.5 The key decisions of the authority relating to operating expenditure in the Second Control Period order

is summarized in the table below:

Table 35: Key decisions of the authority relating to operating expenditure for RIAL

Particular

Had debts

Utility
charges

CSR expenses

Lease Rentals

Reference
in Order

18.36.2
(FCP
Order)and
IJ .l31
(SCP
Order)

12.7.5

12.3.33

12.3.19

AERA's Decisions

Consider INR 47.51 cr. of actual
bad debts (Kingfisher airlines)
written olTduring FY 2013 as part
of operational expenditure.

Authority proposed to not consider
write off ofany bad debt other than
Kingfisher. as the airport operator is
expected to recover the same in
normal course of business.

Similar to considering lease rentals
from aeronautical concessionaires
as aeronautical revenue. the
Authority has considered
infrastructure recoveries tor utilities
trorn aeronautical service providers
as aeronautical and has considered
this as deduction from utility cost,

Beingnot related toairportactivity,
the Authority proposed to not allow
CSR expenditure tor FirstControl
Periodand SecondControlPeriod.

The Authority understood that usage
towards non- aero / non- airport
wouldbe a small perecntage of the
total land leaseand hencedecided10

not allocateany cost to non
aeronautical services

Reference in
Hon'ble
TDSAT
Order

Para 112

Para 83

Para81

Hon'ble TDSAT 's Order

"Allowing bad debts to he recovered as

operating expenses is a bad precedent ana

should not be followed in future because

users should not be pili to penalty /01' no

1li:1lI1t of theirs . However. for pragmatic

reasons such decision for the First

Control Period is 1I0t set aside . "

" ... The claim of BIAL 10 treat

infrastructure recoveries/rom net cost OJ

utilities realized FOIn concessionaries

iprovtding aeronautical services as non

aeronautical revenue cannot be

accepted.., ..

"The decision ofthe Authority to not allow

CSR expenditure as a cost 0/ the Airport

Operator is not proper and is set aside.

The Authority shall pass consequential

orders so as to prevent loss ofor reduction

in the determinedfair return to the equity

holders. Necessary truing-up exercise

shall be done accordingly. ..

3.7.6 Additionally, the Authority had decided to true-up operating expenses for the Second Control Period

at the time of determination of tariff for the Third Control Period considering the results of the study

on allocation of expenses between aeronautical and non-aeronautical services.
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Authority's examination and proposal for operating expenses as part of tariff determination for the

current control period

3.7.7 The Authority has commissioned a study to determine efficient aeronautical operation and maintenance
costs for true-up of the Second Control Period for SIAL (refer Annexure 4 for summary of the report),

3.7.8 The Authority noted that the study has bifurcated operations and maintenance costs into aeronautical,
non-aeronautical and common costs based on the provisions of the AERA Act, 2008 and the guidelines
issued from time to time.

3.7.9 The Authority noted the below bifurcation methodology of the personnel cost, operation and
maintenance cost, general administration cost, marketing and advertising cost (except collection
charges which are considered as aeronautical expense) is undertaken as per below:

a) These major expenses are sub-divided into sub-cost centres

b) Each sub-cost centre is categorized into aeronautical, non-aeronautical and common and the expenses
within that sub-cost centre are also categorized accordingly

c) These common costs except for marketing and advertisement expenses have been further bifurcated
into aeronautical and non-aeronautical costs based on the expense allocation ratio (based on directly
attributable expenses within the major cost head). Marketing and advertisement expenses are bifurcated
based on 85:15 ratio which is the average for previous years

d) Sub-cost centres whose allocation is changed from aeronautical to common include quality
management, corporate affairs, terminal operations, ops, planning and project co-ordination,
innovation lab, landside maintenance - special equipment, utilities - water supply, utilities - power
supply, corporate communication, chief operations officer, customer engagement and service quality
and president - airport operations.

3.7.10 In the study, the Authority noted that the forecast for FY 2021 is revised based on the data available
till December 2020. Therefore, the impact in the FY 2021 is a combination of this revision and the
revised segregation logic.

3.7.11 The details of the various adjustments proposed, and its corresponding impact are shown in the table
below:

Table 36: Efficient O&M cost adjustment as per the study for the Second Control Period

S.No
Details of

Observation
Expense

Segregation by BIAL: BIAL has segregated the personnel expenses into variou s departments /

cost centres and categorized under aeronautical. non - aeronautical and common.

Observation: The personnel costs have been bifurcated into aeronautical, non-aeronautical and

I Personnel costs common costs based on the allocation of sub-cost centre wise expenses. These common costs

have then been further bifurcated into aeronautical and non-aeronautical costs based on the

expense allocation ratio (based on directly attributable exp enses) . Additionally. the numbers tor

FY 2021 have been revised based on revised estimates submitted by BIAL.

Segregation by BIAL: BIAL has segregated the O&M expenses into variou s departments / cost

Operation &
centres and categorized unde r aeronautical, non - aeronautical and common.

2 maintenance
Observation: The O&M costs have been bifurcated using the same methodology used tor

personnel costs.
expenses

Some expenses related to F&B. lounges (except VIP) under the head terminal operations are

classified as non-aeronautical expenses. Additionally, the numbers lor FY 2021 have been
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S. No
Details of

Observation
Expense

revised based on the actuels submitted by BIAL till Q3 FY 2021 and Q4 is estimated by taking
the average tor first three quarters.

Segregation by RIAl:.: I3I AL had submitted estimates of utilities costs.
Observation : The utilities cost has been adjusted tor the utility' s recoveries from aeronautical
concessionaires as per AERA' s Second Control Period order tor BIAL. The net amount has been

3 Utilities considered 100% aeronautical expenses. Hon'ble TDSAT judgement dated 16th December 2020
has also upheld this stand. The utilities cost tor FY 2021 has been revised based on the actuals
submitted by mA L till Q3 FY 2021 and Q4 is estimated by taking the average tor first three
quarters.

Segregation by RIAL : BIAL has considered the asset ratio to bifurcate the insurance expenses
into aeronautical and non - aeronautical.

4 Insurance Observation : Insurance expenses have been bifurcated based on the adjusted gross fixed asset
ratio derived from the asset allocation study. Additionally. the numbers for FY 2021 have been
revised based on revised estimates submitted by BIA1..

Segregation by RIAL: I3I AL has bifurcated the expenses department wise into 100%
aeronautical. 100% non-aeronautical and common expenses. The common expenses are
allocated into aeronautical and non-aeronautical on the ratio of 85: 15. which is the average ratio
of the previous years.

5
Marketing & Observation : Thc marketing and advertisement expenses (other than collection charges) arc
Advertising bifurcated department wise into aeronautical. non-aeronautical and common. The common costs

are then apportioned in the ratio of 85: 15 which is thc average of the previous years. Collection
charges are considered as aeronautical expense. Additionally. the numbers tor FY 2021 have
been revised based on the actuals submitted by BIAL till Q3 FY 2021 and Q4 is estimated by
taking the average tor tirst three quarters.

Segregation by RIAL: BIAL has considered CSR expenses as 100% aeronautical.
Observation : CSR expense has been considered as operational expenditure as per the directions

6 CSR of the I lon'ble TDSAT judgement dated 16 Dec 2020. These are categorized as common and
computed based on the aeronautical pro fit before tax lor I3IAL. Additionally. the numbers lor
FY 2021 have been revised based on revised estimates submitted by BIAL.

Segregation by RIAL: BIAL has segregated the general adrnin expenses into various
departments / cost centres and categorized under aeronautical. non - aeronautical and common.
Observation: The general administrative costs have been bifurcated into aeronautical. non-

General admin
aeronautical and common costs based on the allocation of sub-cost centre. These common costs

7 have then been further bifurcated into aeronautical and non-aeronautical costs based on the
expenses

expense allocation ratio (based on directly attributable expenses). Donations have been
considered as non - aeronautical while provision tor doubtful debts have been excluded from
General administrative costs. Additionally, the numbers lor FY 202 1 have been revised based
on revised estimates submitted by I1l AL.

8
Waivers and Waivers and bad debts have been excluded from the operational expenses. Honble TDSAT
bad debts [udgemcnt dated 16th December 2020 has also upheld this view.

3.7.12 Based on the result of the stud y, the allocation ratio for op eratin g expenses considered by the authority

for true-up is giv en below :
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Table 37: Revised segregation logic for O&M costs proposed to he considered hy the Authority for
Second Control Period

Cost Cost allocation % proposed to be considered by the Authority in Second
allocation % Control Period as per the independent study

Operating
as considered
by authority

expenses
in Second 2017 2018 2019 2020 2021
Control
Period

Personnel
90% 90.44% 91.05% 89.71% 88.94% 88.94%

Expenses

Operations & Based on asset
83.62% 84.78% 82.66% 84.49% 89.6 5%

Maintenance ratio

Lease Rent 100% 100% 100% 100% 100% 100%

Utilities (Net) 100% 100% 100% 100% 100% 100%

Insurance 91% 89.29% 88.87% 88.96% 9 1.98% 90.93%

Rates & Taxes
100% 100% 100% 100% 100% 100%

(other than IT)

Collection cost 100% 100% 100% 100% 100% 100%

Marketing and
85% 89.82% 83.60% 85.17% 84.80% 84.80 %

Advertis ing

Total General
Administration 90% 95.10% 9 1.27% 63.34% 59.03% 90.00%

Costs

3.7 .13 The aeronautical concession fee for BIAL is computed as 4% of the aeronautical revenues. The
Authority proposes to consider CGF revenues as part of aeronautical revenues as per the AERA Act,
2008, AERA guidelines, the concession agreement of BIAL and Hon' ble TDSAT judgement dated 16'h

December 2020, for computing the aeronautical concession fees.

3.7. 14 Based on the above changes, the revised aeronautical operat ional expenditure considered for the true-

up of the Second Control Period as per the study is given below:

Table 38: Proposed aeronautical operating expenditure by the Authority for the Second Control Period

Operating expenses adjustments FY 2017 FY 2018 FY 2019 FY 2020 FY2021 Total

Personnel expenses 107.37 110.43 137.4\ 174.29 187.78 717.27

O&M 83.03 98.97 96.93 117.09 120.09 516 .11

Lease Rent 13.01 13.42 13.83 14.24 14.67 69.17

Utilities 36.45 4 1.92 34.86 34.22 23.4 1 170.86

Insurance 1.57 2.22 1.94 3.25 5.64 14.62

Rates & taxes (other than IT) 8.72 6.55 9.36 8.90 8.29 4 1.82

Marketing & Advertising 7.90 9.02 12.93 10.77 6.07 46.69

CSR 2.-.- -422 6.98 6.85 5.21 25.41$.".. r~~'$<>: - Qft.
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Operating expenses adjustments FY 2017 FY 2018 FY 2019 FY 2020 FY2021 Total

General admin costs 23.40 27.34 17.28 19.90 24.09 112.02

Total operating expenses - Aero 283.59 314.08 331.52 389.51 395.26 1713.97

Concession Ice 39.63 44.62 38.11 32.85 13.21 168.42

Waiver and bad debts 0.00 0.00 0.0 0.0 0.0 0.0

Total operating expenditure - Aero 323.22 358.70 369.63 422.36 408.47 1882.38

3.7.15 The Authority notes that in order to determine the efficient O&M costs, following is presented in the
study (refer Annexure 4 for summary of the report):

a) The study has given the details of BIAL's budgeting and review process, cost reduction measures
undertaken by BIAL.

b) The study has undertaken trend analysis of the various components of the inflation adjusted operational
expenditure cost for the period from FY17 to FY20. The study has noted that due to increase in the
passenger traffic and addition of new facilities such as new south parallel runway, the operational
expenditure cost has increased over this period. The study has noted that the trend in costs with respect
to growth in traffic and capacity augmentation indicate that BIAL has maintained the efficiency in
operational costs during the Second Control Period.

c) The Authority has noted that report includes tqe analysis of BIAL's O&M costs with respect to its
performance (Internal benchmarking) and its competitors (external benchmarking). It is observed from
internal benchmarking that for the period FY12 - FY2 I, the intlation adjusted costs per pax at BIAL
has decreased for major heads except O&M which has shown a marginal increase due to the increase
in capacity at the airport . It is noted that the overall (total) operational expenditure incurred by BIAL
for the period FY 2017 - FY 2020 appears reasonable in range of other private airports in India.

3.7.16 The Authority proposes to consider the aeronautical operating expenditure as per Table 38 for the
purposes of true-up of the Second Control Period.

Stakeholder comments regarding true-up of the operating expenditure for the Second Control Period

3.7.17 Subsequent to the stakeholder consultation process, the Authority has received commentsl views from
various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 101

2021-22 with respect to true-up of the operating expenditure for the Second Control Period. The
comments by stakeholders are presented below:

BIAL's comments on true-up of the operating expenditure for the Second Control Period

3.7.18 BIAL commented as follows on the inclusion of the finance cost which were considered as opex in
MIS and rounding off items in the operating expenditure:

• "Following is the tabulation of Opex allocation ratios as proposed by BIAL versus Opex cost

allocation as proposed by the Authority in Consultation Paper 10.

Exp Head Proposed by BIAL Proposed by Authority

FYt7 FYI8 FY 19 FY 20 F,Y21 FYI7 FY 18 FY 19 FY20 FY21

Personnel

O&M

LeaseRent

Utilities

9./%

89%

I()()%

I()()%

9./%

89%

I()()%

I()()%

93%

88%

I()()%

I()()%

92%

89%

I()()%

I()()%

92% 9(}.././% 91.(}5% 89.71% 88.9./% 88.9./%

89% 83.62% 8./.78% 82.66% 8./../9% 89.65%

I()()% I()()% I()()% I()()% I()()% I()()%

I()()% I()()% I()()% I()()% I()()% I()()%
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Exp Head Proposed by BIAL Prupus'ed by Authority

Insurance 91% 90% 90% 90% 90% 89.29% 88.87% 88.96% 9/ .98% 90.93%

R&T 100% 100% /00% 100% 100% 100% 100% 100% 100% 100%

Collection 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

Cost

Marketing 95% 90% 88% 86% 86% 89.82% 83.60% 85. 17% 8./.80% 8./.80%
& Advt.

Total 99% 98% 95% 91% 91% 95.10% 91.27% 63.3./% 59.03% 90J)0%

G&A

CSR 100% 100% 100% 100% 100%

Total 89% 89% 88% 88% 91% 87.1./% 87.1./% 79.83% 79.62% 87.79%

Opex

• Of the total cos / of Rs. 2290.57 crores for sCP as subm itted by BIAL. Rs. 2033.48 Crores was

estimated as Aeronautical Expe nditure . As against this. as per the study , Rs. 22 4 1.3 1 crores has

been estimated as the COS I. ofwhich Rs. 188 2.38 crores has been estimated (IS Aeronuutlcul cost.

• Broad reconciltatton of M YTP submission to the costs cons idered by Al:.HA are given below:

Particulars FY 17 FY 18 FY 19 FY 20 F Y 21 Total

Expenses as per MIS 371.84 412.54 463.99 530.40 5/1.31 2290.0 7

Adjustments
Less: Collection costs reduced 10 (5.27) (6.31) (6.57) (7.27) 25.40
arrive at IGAAP numbers (Contra)

Add: Exchange differences 6.77 0.89 0.01 7.65

considered as Finance cos/
(Contra)

l.ess: Finance cos/ considered as CO.95) m.99) ro.62) (/.35) asu
Opex in MIS
Rounding off m.o l ) ro.on ro.O n ro.31) (0.34)

Expen ses as per IGAAP 372.43 406.22 456.44 523.19 511.31 2269.59

Add: Collection costs added 5.27 6.31 6.5 7 7.27 25../2

(Contra)

Less: Exchange losses (Contra) (6.77) m.87) (IJ.O!) (7.65)

Less: 2020-21 adjustment based on (,/6.(5) (,/6.05)

estimate
As per Study 370.93 4/1.66 463.00 530.46 465.26 224/.3/

• BIAL's submission on the item s ofcosts not considered and reasoning/or inclusion is as given

below:

0 Finance costs that are cons idere d as Op erating Exp enses in MIS relate to the assets taken on

leas e for ICT requirem ents. These are actual Operating costs and are to be reimbursed to

BIAL.

0 Rounding off differences are var ious minor adjustments across vari ous codes in Trial Balance

and cannot be ex cluded by the Authority.

• BIAL requests these 2 items to be included as part of Operating Exp ense and provide for

reimbursement ofthe same.

...~~
il;~ """~~ ,

1171 P a g e

~ 11
V ~~. oS

\ '\ m<f'I1 ;nt "
~'I

~~ ,,~o/
0. - " .
~~ Ragll!aV."·



Order No. 11/ 2021-22 j ar the Third Contro l Period K1A, Bengaluru

3.7. 19 SIAL commented as follows on the allocation of key costs under personnel. O&M. general admin and
marketing costs:

• For key costs - Personnel , O& M, General Adm in and Marketing costs other than co llection f ee,

A ERA has segregated th e same based on sub-cost ce nters as done by BIAL. Howev er. ce rtain cost

centers considered as Aeronautical by BIAL have been treated as common! Non-Aero by A ERA .

• Fr om Table 16 of Appendix III - Allocat ion study report. ar eas where th ere are differ en ces in

allocation are s ummarized be low. BIA L 's analys is of th e same and reasoning for th e basis

considered by BIAL is as elaborate d below:

No. Sub-cost center Personnel O&M GA ami M&A Remarks
BIAL Studv BIAL Studl' BIAL Study

Quality A C - - A C ?'lIe Quality Management
2 Management team works towards the

overall impr ovement of the
airport operations and hence
taken as common. Similar
treatment was considered by
AER.4. for other airoorts .

3 Corporate Affairs A C :I C .4. C Corporate Affa irs exist to
support both /1eronautical
and Non-Aeronautical
activities and hence,
considered as common.
Similar treatment was
considered by A!:.'RA for other
airports.

" Terminal A C A A A C Termina l operations cost
Operations includes costs related to

maintenance, upkeep and
running ofthe terminal. Since
both aeronautical and non-
aeronautical services are
managed andprovided within
the terminal. hence expenses
under this head are
considered as common.
Similar treatment was
considered by AERAfor a/her
airp orts. Terminal operat ions
is considered as aeronautical
f or 0 & M expenses with some
cost items contain ing F&B,
lounges (excep t "IP) being
reclassified from
aeronautleal to non-
aeronautical.

12 Ops Planning & A C A C A C Involves planning and
Project Co- coordination of the entire
ordination airport which includes

aeronautical as well as non-
aeronautical services.

14 Innovatio n Lab A C A C A C Aimed at innovation in the
airport and its opera tions
which caters to aero nautical
as well as non-aeronautical
services.
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No. Sub-cost center Personnel O&M GA andM&A
SIAL Study SIAL Study SIAL Study

22 Real Estate C C Nan- N Non- IV
Development Airport Airport

27

28

33

Landside
Maintenance 
Special
Eauinment
Utility - Water
supply

Utility - Power
Systems

A

A

c

c

C

A

A

c

c

c

A

A

C

c

C

Remarks

Considered as non-aero for
0&,14. CiA and M&.4.
Considered common for
personnel cost in accordance
with the submission made by
SIAL (real estate personnel
are involved in filing the
property tal; managing
contracts of cargo. ground
handling. etc.J
Includes central air
conditioning unit of terminal
and hence considered as
COIIII/IOII.

Utility is provided to both
aero and non-aero service
users and hence taken as
common.
Utility is provided to both
aero and non-aero service
users and hence taken
common.

47 Corporate A C I I C A C Corporate Communication
Communications exist to support both aero and

non-aero activities and
hence, considered as
common. Similar treatment
was considered by A£RA for
other airports,

49 Chief Operations A C A C A C COO is responsible for
Officer managing the operations of

airport as a whole and hence
its costs are taken as
common. Similar treatment
was considered by II ERAfor
other airports,

50 Cust Engagement A C A CA e Similar to ops planning and
and Service project coordination
Oualitv

62 President - A C A C A C Similar to Chief Operations
Airport Officer.
operations •

• AERA has reclassified expenses based on the reasoning provided above. BIAL has given below the

details ofdifferent teams and the nature andfunction ofthe roles performed by them. While certain

functions have been considered as Common based on the reason that the service is for Overall

Airport, followingfundamental principle is brought to the attention ofthe Authority

• Certain departments of BIAL are engaged in managing Non-Aeronautical services. These are

Commercial, Landside Traffic etc. Such departments and cost centers have been fully identified as

Non-A eronaut iced.

• While the Non-Aero concessionaires are provided with space within and in Font of terminal

building, BIAL has no role or involvement in managing any operations. planning, co-ordination

activities ofthe Concessionaires.
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• Apart from the df;'dicnted teams handling Nan-Aeranmuirnl concessionaires, no other team is

working on the any mailers ofthe Non-Aeronautical concessionaries.

• BIAL is not aware of the Organization structure and Operations of other airports and hence.

cannot comment on the manner ofallocation at such airports. We request AERA to examine and

take decision based on BIAL 's cost centre, structure etc. and not decide based on practice adopted

in other airports.

• Line by line explanation is as provided below:

Cost Centre

Corporate Affa irs

Terminal Operations

Ops Planning and

Project Co-ordination

Customer Engagement

and Service Quality

Quality Management

Reasoning by A ERA

Corporate Affairs exist to support

both Aeronautical and Non

Aeronautical activities and hence,

considered as COIIIIIIOn. Similar

treatment was considered by AERA

for other airports.

Terminal operations cost includes

costs related to maintenance, upkeep

and running ofthe terminal.

Since both aeronautical and non

aeronautical services are managed

and provided within the terminal,

hence expenses under this head are

considered as COIIIIIIOI1. Similar

treatment was considered by AERA

for other airports.

Terminal operations is considered as

aeronautical for 0& M expenses with

some cost items containing F&B.

lounges (except J'IP) being

reclassifiedfrom aeronautical to non

aeronautical.

Involves planning and coordination of

the entire airport which includes

aeronautical as well as non

aeronautical services.

BIAL response

Corporate Affitirs team manages the affairs of

BIAL only. They deal with all permissions

required at Gal and GoK for the Airport.

Corporate Affairs ofNon-Aero concessionaires

are not managed by BIAI. Hence this is

consideredfully aeronautical.

Maintenance and upkeep of the Terminal is the

responsibility of BI.-I/, '05 F:& M Team and

operations of Terminal are supervised and

mal/aged by Terminal Operations team.

For anv specific areas leased to

concessionaires, the upkeep, maintenance

activities are managed by the respective

concessionaires. Also. BIAL is not responsible

for managing any other operations 0/ the ;\'on

Aero concessionaires.

This team ensures that passenger and baggage

processing & informationflows are facilitated

in a timely manner and coordinate with

regulatory and other service providing agencies

to ensure best levels of services at all times.

Hence this cost is to be treated as Aeronautical.

AER;I has mentioned that this involves planning

and coordination ofthe entire airport.

BIAL submits that the BIAL team does not carry

out any Operations planning and coordination

for the Concessionaires.

Service Quality Team is responsible for

evaluating and maintaining the ASQ of the

Airp ort, which is mandated by the Concession

Agreement.
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Cost Centre

l.andside Maintenance

Special Equipment

Utility - Water Supp ly

Utility - Power Systems

Reasoning by AERA

Includes central air conditioning unit

0/ terminal and hence cons idered as

common.

Utility are provided to both aero and

non-aero service users and hence

taken as common.

BIAL response

While AER.-I notes that the team works /01'

overall quality management. the quality

management initiatives taken are / 01' only the

Operations carri ed out hy BIAL and not that 0/
the concessionaires. Hence this is [ullv
Aeronautica l. These activities are part 0/ the

responsibilities 0/BIAL as per the requirements

ofthe Concession agreement.

Hence to be considered (IS Aeronautical.

Central air-conditioning is the necessaryfacility

10 he provided by BIAL as per the terms (if the

concession agreement. This is also an

Aeronautical asset. Hence to he treatedas 100%

Aeronautical

This team is resp onsible for asset management
in Terminal - Special sys tems like BlIS, PBB,

1"fIT. HI"AC Electricals. Civil, Mechanicals,

lnfro ICT & Serv icesfront Trumpe t to Terminal

and hence consideredfully as Aeronautical.

Utilities are basicfacilit ies to be provided to the

users 0./ the Airport. Hence. these are 100%

Aeronautical. Utility cost recoveries are netted
0.0'and 100% considered as Aeronautical hy the

Authority.
This team ensures that Utility services are

seamlessly provided/ or IIirportfunctioning and

also devel ops strategic goals /01' Energy.
Environment and waste management . Also. they

are the company custodian f or all ISO

standards. Noise and IIir quality management.

Chief
Officer

Operations COO is responsiblefor managing the
operations ofairport as a whole and

hence its costs are taken as common.

Similar treatment was considered by

AERA/01' other airports.

As the name implies. these are designations only

working on core airport operations

management etc. Hence, to be considered as

100% Aeronautical.

3.7 .20 SIAL commented as follows on the adju stments made to the allocation ofG&A, M&A, Utilities and

Insurance:

• A ERA has made certain adjustments rel at ing to G&A costs. BIAL un derstandsfrom Appen dix-Ill

that cos ts rela ting to Donation and Provision for Doubt/it! debts have been adj usted Basis of

allocalion %sfor 20 18- 19 and 20 19-20 being 63.34% an d 59.03% is not kn own to BIAL.

o Donations ofRs. 3.08 Crores in F Y 19-20 and R.I'. 2.60 cro res in FY 18-19 have been m ade 10

the ChiefMin ister ReliefFunds for var ious humanitarian activities included Flood reliefe tc.

These ar e to be cons idered as Aeronautical cost and reimbursed 10 BIAL.

o BIAL has s ubmitted earlier its respon ses on Waiver/ Bad debts 10 be allowed as Operating

Cos ts. we request th e Authority to co ns ide r th e same.

• A ERA has considered adj ustments to Market ing & Advertisement costs for 20 18- 19 and 20 19-20.

From Appendix- II I, Table -/6, BIAL underst ands that th e M&A costs have been allowed only based
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on passenger growth rate and inflation incr ease. Detailed computations relating to the same are

not available with BIA L.

• AERA has noted that BIAL has not submtttedjustificationfor the Marketing & Advertisement costs

/ 70 19 70 BI L h b I II I I I b AER 4 d MYTP Ior _ -- A as sit mittec a cetai s soug 11 y uring eva uation process.

Items (Rs. en FYI7 FY 18 FY 19 FY20

Publishing in Soveniers etc. 0.28 0.6-1 0.35 0.72

Enhanced Digital Platform for apps and website - - - 2.95

Regular audio. video . photos for main event at airoort 0.10 0.07 0.17 0.39

T2 video iournev - - 0.60 2.33

Carvo shows, Caroo data subscription. etc O.W -0.03 0.'10 0.3-1

Advertising for New route launch - Kl.M, etc - 0.00 0.0-1 0.69

BIllI, - Vision. Mission related spends - - 0.35 0.0-1

Digital marketing. Social Media spend. Retainer fee - - 0.35 1.6-1
Various minor initiatives - IJIAL Newsletter. Exibition stalls,
Signages. Concessionaire Training. ASQ survey. General
advertising etc. {J.-I8 0.60 0.-10 0.30

One time cost for 10 veal' celebration . . 3.17 .
Events like roga day. tree Plantation, employee initiatives.
IO{J A1n pax 0.01 0.23 0.76 0.48

Items (Rs. en FYI7 FY 18 FY 19 FY20

Pinnacle awards 0.99 0.-12 I..JI 2.2-1
Republic Day celehration. Sports Celebrations, Dasaro
Celebrations 0. /7 0.2-1 0.40 0.67

Season ofSmiles 0.83 1./ 2 1.51 1.35

Various snonsorship - lATA, GES Expo, etc - - - 0.-16

Total Murketint; & Advertisement (A)+(B) 2.97 3.29 9.91 14.59

Table 46 ofConsultation Paper 2.93 3,2-1 9.80 1-1.56

Diff 0.0-1 0,05 n. 1I 0.03
BIAL is ready any further deta ils that the Authority see ks on this account.

• Cos ts reported are actual costs incurred/or various acti vities undertaken by BIAL.

• Certain one-time costs wer e incurred by BIAL, and details a/ Events carried out etc. were s ubmitted

to the Authority. Break-up details a/s uch cos ts are gi ven below. One Time costs incurred in 20 19

20 similar to the costs incurred in 20 18-/9 and considered by the Authority should be cons idered

for reimburs ement. One al l' costs su ch as T2 Video journey cost (not capitalizable) hUI essential

from a perspective 0/ retaining orga nizational knowledge for future developments sho uld be

cons idered by AERA.

• Enhanced digital platform is to redesign . develop and maintain airport websit e, to assess and

enhance airport mobile app. provide ready to use A PI architecture and build on ex isting BIAL

Enterprise and system APls as well as provide campaign management solutions.

• Terminal T2 video is series of initiatives to cover the journey of T2 right from concepts.

construction. updates and final completion. It will have videos to cover various activities in

Terminal T2 journey including a detailed video, cons truction update video. Electronic Press Kit.

Social Media video, Coffee table Book design, repository a/photographs etc in a comprehens ive

manner.
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• AERA has adopter! a nell' methodology ofrecomputing the actual M&A costs to be allowed based

on passenger growth rate and inflation. This basis ofbenchmarking is incorrect and AERA should

review the details ofthe actual costs incurred and consider such costs for reimbursement.

• AERA has made certain adjustments to Utility cost and Insurance. with significant value

adjustments in FY 20, details ofwhich are not available with BlAL. BIAL requests the Authority to

provide details for reconciliation and submission ofcomments.

• On completion of reconciliation of model, BIAL will submit changes if any to be made in the

computations.

3.7.21 BIAL commented as follows on the true-up of the CSR expenses and its bifurcation into aeronautical
and non-aeronautical expenses:

• Based on the computations detailed in Table 43. Authority has estimated R.I'. 1.16 crores to be the

Aeronautical CSR Expenses for the first control period (year 2016). Accordingly, the True up has

been re-calculated by the Authority. The details ofsuch computation are still awaitedfrom the

Authority/01' reconciliation.

• BIAL notes that the basis and methodology ofcomputation ofCSR costs that are to be considered
as Aeronautical isfair and reasonable.

• On completion of reconciliation of model, BIAL will submit changes if any to be made in the

computations.

Other stakeholder comments on true-up of operating expenditure for the Second Control Period

3.7.22 lATA commented as follows on the true-up of the operating expenditure:

• "We note that AERA has commissioned a study on operating costs efficiency for BLR, similar to
those commissioned for the DEL, BOM and HYD determination processes. And while all the

studies go into minute detail on cost allocation and make adjustments accordingly, neither a/the

studies are thorough enough in relation to adjustments on the basis ojefficiency. Since no major

efficiency are proposed in these studies. by implication all airports are being considered to be at
the "efficiencyfrontier" and we seriously doubt this is the case. In normal regulated environments,

there is usually one company situated at an efficiency frontier and the gap between this and the

rest (the efficiency gap) is used for selling efficiency targets for the latter airports. We encourage
AERA to further improve the benchmarking of costs to allow it to better differentiate the

performance 0/each ofthe airports and be able to promote more efficiency at those airports that

are not delivering it infull.

• Secondly we would like to highlight the significant issues we have with the operating costs

allowancesfor FY2021. COVID has decimated traffic and stakeholders in the sec/or have had the

need to adapt to such circumstances to survive. Airlines have cut opex by 40% by the end ofQI

2021. Even a number a/airports. which long argued that their costs are fixed. have had to make

drastic cost reductions (of up to 40%). Examples ofhow some airports have done are reported

below:
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00 ' .., .... .. . ,
~talt costs To' al before TOla' after

I I (excludingaid) Maintenance Utilities Security Olher aidand oneotls aid& oneoHs

AMS group 3% ·4% 2% ·22% ·28% -16% -21%
AOPgroup ·14% ·22~ ·24% -40'11 -4l% -32% ·34%
AENA 2% -30'11 .41% -42% ·2m/; -20)<; -20*,

OAAg'oup -23% n.a. n.a. n.a. -47l'\ -3!t'h -2!t'1l
Fraportgroup -2>% n.a. n.a. n.a, ·40% -33% -W I,
CPH -1>% · 3S~ ·21% n..a . -43% ·20% -3Olf,

VIE ·13% ·63% .3Olf, n.a .<\8% ·26Y. ' 42%
ZRHgroup -1% ·34% -11% -23% -3S% ·19% ·2S%

• However, the consultation document proposes an increase in apex f or the Financial year ending

in 202 1. There is a significant mismatch belween what is being done elsewhere and what is being

pre sented in the consultation document. We note that at the consultation meeting BLR showed

some cost reductions (compared 10 the increas es showed in the consultation document), so there

is a mismatch AERA would need 10 review.

• Even with the reductions showed by BLR at the meeting, these are not adequate. For instance, we

note BLR's decision to preserve stafflevels which is a noble act, but that cannot be done at the

expense (due to the true up mechanism) a/ the rest of the industry which has had the need 10 adjust

their own cost bases to survive. UBLR wants 10 take pas itions that are not in line with what a real

competitive industry would need 10 do, then that sho uld be funded through its own equity and not

by the airlines and their passengers.

• AERA should only a/low a proposed cost by BIAL ifi! is satisfied that the airport has considered

(and implemented applicable/feasible) a// possible cosl reduction initiatives. Appendix B to this

submission contains a non-exhaustive list of po tential cost optimization initiatives which AERA

may wish to test whether BLR has adopted them. While the list is generic and contains suggestions

that may not be applicable in an Indian context, it is still a velY useful starling point to cha/lenge

what an airport has done.

• We note that the Efficiency study provides some detail on the plan BIAL 2.0 but clearly, it does not

go far enough.

• We would also like 10 addfurther remarks in relation to the effic iency study :

o The reports slates that it analyses BIAL 's O&M costs with respect to its "comp etition " (Page

12). We would like 10 state thai we do not believe BIAL is in a competitive environment, which

explains the needfor the airport 10 be subject to economic regulation. We suggesl that future

reporis refrain some such unfounded assertions and only calls DIAL, MIAL and HIAL as
..comparator" airports.

o In the trend analysis (which is only until FY20) . the study accepts the explanation "Headcount

increase was mandated due to increase in passenger traffic, commissioning of New south

parallel runway during FY 20 19-20 and the increased area of operations: " It would be

appropriate 10 further analyse the delails on the individual activities assigned to the c. 150

new personnel (16% of the staff base) been hired rath er than just being satisf ied through a

..one-line" response.

o One ofthe majorflaws a/a trend analysis is that it assumes the "starting" point is as effic ient

as it could be. Based on the high-level external efficiency benchmark analys is that hav e so far

been carried, we cannot be certain that this is the case.
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o Table 47 ofthe efficiency study shows the trends ofgeneral expenses but only up to 2020. It

would be important to see the details ofsuch expenses for FY2021 to see how the measures

announced in BIAL 2.0 are reflected in such expenses.

o Much ofthe trend analysisjustifies cost increases on the basis that their growth is lower than

the rate ofgrowth oftraffic. lfsuch is the sale justification to allow increases, then we should

be seeing the same argumentation for seeking downwards costs in FY2021 on the significant

reduction in traffic, but the reports stay mute on the subject.

o We suggest better KPls are used on the calculation ofpower consumption. This is also an

area that would bene/it from external benchmarking (i. e. making comparisons on energy

consumption per sq/metre, etc) in order to compare efficient utilization. There could also be

further analysis in what elements of utility consumption are variable V.I'. those that are fixed

(and that wouldfurther help to determine adequate KPIs).

o Marketing and advertisement expenses should be fully funded by non-aeronautical revenue

rather than bifurcated. or should be funded from BIAL '.I' return/profit. A/~v increase in traffic

will greatly benefit the airport operator and its non-aeronautical business (i.e. more

passengers using non-aeronautical services/products) and will not necessarily benefit paying

aeronautical users. Furthermore, the marketing and advertisement activities are largely seen

as to enhance the standing/brand ofSIAL within the local community which is not necessary

for the provision ofaeronautical services, Hence it should be funded as such by BIALfrom its

profit, at its own discretion. In any case, we do not see how marketing costs could bejustified

in the current context.

o We support the exclusion of bad debt from the operating expenses as otherwise it would

generate perverse incentives on the regulated company.

o We see that the conclusions of the study on the internal benchmarking of personnel cost

indicate that such comparisons are not reliable because some personnel is outsourced. but the
study does not propose a solution Oust to rely on full operating costs comparisons). It would

be important for AERAlbr consider collecting infonnation in different breakdowns (i.e. costs
allocated on an activity basis).

o We note in Figure 29 shows BIAL '.I' Repair & Maintenance were the highest of the four
comparators to up to 2019 then slightly fell in 2020 (presumably due to the large fixed asset

addition in the year), though still higher some of the comparators. Still, the authors of the

study seemed to be "satisfied" since BIAL was "in range ". We request AERA to can}' out

further scrutiny on the reasonableness of R&M expense as this is the second largest expense

at the airport.

o More generally, and as highlightedpreviously. we take issue when conclusions of"efficiency"

are made because an airport is "in range ". This cannot be the way to determine efficiency

nor provide the appropriate incentive/or airports to become "the best ofthe lot ". since its fine

to be "in runge", .

o To be fair, we note that BLR '.I' overall operating cost per pax and per AT.'vl is relatively lower

than the comparable airports, which could probably highlight that the need to adjustments is

lower than those needed at other airports. However. and as highlighted above. we still see the

need to further scrutinize specific areas within operating costs. Moreover, and as also
mentioned above, the study does not really analyze FY21. year ofparamount importance since

opex should have been expected to decrease substantially due to lower traffic.
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• We would appreciate for AERA to take into consideration the abovementioned points before
publishing the order. ..

RIAL's response to stakeholder comments regarding true-up of operating expenditure for the Second
Control Period

3.7.23 SIAL submitted the following response to the lATA's comment on the true-up of the operating
expenditure:

• "Covid-Iv has affected the airport operators in a big way. Each airport operator has initiated cost

reduction measures and are on track to achieve the target measures. Each country is affected in

different W(~Vs and hence practices followed in European airports cannot be fully expected to be

followed in case 0/Indian Airports.

• Each ofthe European airport mentioned by lATA has obtained some sort ofsupport from the host

Government - be it in the form ofshort working time (as in the case ofZRH and Fraport) or 50%

support on airport charges payable by airlines (as in the case of CPH) . The same is not the

condition in India. Additionally. lATA should be aware that BIAL is a single terminal based airport

while most ofthe airports in the table shown by lATA have multiple terminals, hence the ability to

save costs should also/actor this aspect.

• Another/actor to be considered in the Europeanairports is the cost reduction on security costs . In

BIAL. security is a "reserved activity", and the state is responsible for the same. The cost saving

table given by lATA includes security costs and hence is not directly comparable with the Indian

Airport scenario,

• BIAL has undertaken various cost reduction measures and has managed to reduce it costs by 16%

when compared to FY2020. All these are without any state support unlike the measures offered to

the European airports.

Staff related Cost saving measures

• In Indian Context Layoffmeans "failure. refusal or inability ofan employer on account ofshortage

0/coal, power or raw materials or the accumulation ofstocks or the breakdown ofmachinery [or

natural calamity or/or any other connected reason] to give employment to a workman whose name

is borne on the muster rolls ofhis industrial establishment .... "

• In case 0/decision to retrench employees, the same can be done only afler seeking approvalfrom

appropriate government authorities and by giving three months' notice. Further, recent labour

court decisions have held that forced resignation ofthe employees (which is what retrenchment or

lay oj! is all about) obtained under duress, coercion and without their free will and consent and

accepted by any employer is unsustainable in the law and acceptance ofthe such resignations is

illegal.

• After the break-out ofCovid-19 pandemic, Ministry ofLabour and Employment. Government of

India had issued an advisory Directives dated 20th March 2020. bearing ref No. D.D. No.M

1101II0812020-media, advising all Private and Public enterprises not to terminate their

employees.

• GoK and Gol hold 13% stake each in BIAL. Given the public nature of the airport and with

Government shareholders. lay-offI retrenchment cannot be considered as easily as what is being

suggested by lATA .

• BIAL is, in principle not agreeable to lATA 's suggestion regarding stafflevels reduction through

the method ofretrenchment/ layoffs.
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• However, BIAL has taken all austerity measures as possible on personnel costs. No increments
were given, no new job hire was made other than the commitments already made and there was a

freeze on the recruitments.

• Cost reduction measures taken up by BIAL on this Font are elaborated in the MYTP submission.

There was no clarity on how to Covid-19 pandemic situation would pan out and hence it BIAL

were to lay ofT the employees, there would be a need to hire again in FY 23 when additional

facilities were being commissioned, which would be counter-productive and lead to higher costs.

• BIAL has noted the suggestions on cost optimisation measures made by lATA. Most ofthese have

already been implemented by BIAL and a comparative analysis is enclosed in Annexure.

• Marketing and Advertisement activities are common costs incurredfor both Aeronautical and Non

Aeronautical purposes. New airline connectivity, new route development etc. are typical examples

of Aviation marketing. Hence, to comment that Marketing & Advertisement is entirely Non

Aeronautical is not correct. "

Authority's examination after reviewing stakeholder comments on the true-up of the operating
expenditure of Second Control Period

Response to RIAL's comments on Operating Expenses

Finance costs related to ICT

3.7.24 The Authority has examined SIAL's response to allow the finance cost related to ICT assets taken on
lease. The Authority noted from the audited financial statements of SIAL that these costs are part of
the other borrowing costs instead of the operating expenditure. Since these are actual costs incurred by
SIAL, the Authority decides to allow these costs as pal1 of the working capital interest similar to the
treatment in the audited financial statements.

Rounding off in Trial Salance

3.7.25 The Authority noted BlAL's response to allow the rounding off differences across various codes in
Trial Balance. The Authority has decided to adopt the audited operating expenditure for the purposes
of the tariff determination and therefore, it cannot allow the rounding off differences which do not
reflect in the audited operating expenditure.

Allocation of operating expenses for the Second Control Period

3.7.26 The Authority has noted SIAL's comments on the allocation of the cost centre -wise personnel, O&M,
general admin and marketing costs. The Authority has examined it cost centre-wise and given its
decision below:

• Corporate affairs: SIAL has submitted that its corporate affairs team manages the affairs of SIAL
only and deals with all permissions required at Gol and Gol<. for, the airport. SIAL also submitted
that the corporate affairs of non-aero concessionaires are not managed by SIAL and hence this is
considered fully aeronautical. The Authority noted that corporate affairs for an airport is
responsible for representing SIAL. BIAL, being a business owner of aeronautical and non
aeronautical businesses operational at the airport, the Authority has noted the conclusion of the
study to consider BIAL's corporate affairs cost-centre as common and decides to consider the
same.

• Terminal operations: SIAL submitted that the maintenance and upkeep of the terminal is the
responsibility of BlAL's E&M team and operations of terminal are supervised and managed by
Terminal Operations team. BIAL further submitted that for any specific areas leased to
concessionaires, the upkeep, maintenance activities are managed by the respective concessionaires
and also, SIAL is not respon . managing any other operations of the non-aero
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concessionaires. BIAL also submitted that this team ensures that passenger and baggage processing
& information flows are facilitated in a timely manner and coordinate with regulatory and other
service providing agencies to ensure best levels of services at all times and hence, this cost is to be
treated as aeronautical. The Authority noted that terminal building being a common asset, the team
responsible for terminal operations has to be considered as common and decides to not make any
change to the conclusion of the study.

• Ops planning and project co-ordination and Customer engagement and service quality
management: BIAL has submitted that the ops planning and project co-ordination and customer
engagement and service quality management works on the quality management initiatives and ops
planning and project co-ordination for only the operations carried out by BIAL and not that of the
concessionaires. Hence, BIAL submitted that these are fully aeronautical and these activities are
part of the responsibilities of BIAL as per the requirements of the Concession agreement. The
Authority has noted that the bifurcation of roles and responsibilities of the concerned cost centres
cannot be limited to BIAL and other concessionaires. The Authority noted that the study has
concluded that these cost-centres are responsible for the entire airport operations of BIAL which
includes the aeronautical activities and the non-aeronautical activities of BIAL. Therefore, the
Authority decides to consider ops planning and project co-ordination and customer engagement
and service quality management costs as common.

• Landside maintenance special equipment: BIAL submitted that central air-conditioning is the
necessary facility to be provided by BIAL as per the terms of the concession agreement and this is
also an aeronautical asset and hence to be treated as 100% aeronautical. BIAL also submitted that
this team is responsible for asset management in Terminal - special systems like BHS, PBB, VHT,
HVAC Electricals, Civil, mechanicals, infra ICT & services from trumpet to terminal and hence
considered fully as aeronautical. The Authority noted that as per the asset allocation study the air
conditioning in the common area is considered as common assets and the building - AC plant is
considered as common assets. Therefore, the Authority decides to consider the landside
maintenance special equipment as common and make no changes to the conclusion of the study.

• Utility - Water Supply and Utility - Power Systems: BIAL has submitted that utilities are basic
facilities to be provided to the users of the airport and hence, these are 100% aeronautical. BIAL
also submitted that utility cost recoveries are netted off and 100% considered as aeronautical by
the Authority. BIAL submitted that this team ensures that utility services are seamlessly provided
for airport functioning and also develops strategic goals for energy, environment and waste
management and also, they are the company custodian for all ISO standards, noise and air quality
management. The Authority notes that the utility team is responsible for providing services to the
airport which includes aeronautical and non-aeronautical services and therefore, decides to
consider it a common expense and make no change to the conclusion of the study.

• Chief operations officer: BIAL submitted that as the name implies, these are designations only
working on core airport operations management etc. and hence, to be considered as 100%
Aeronautical. The Authority notes that Chief Operations Officer is an integral part of the airport
management whose role cannot be limited to only the aeronautical activities at the airport.
Therefore, the Authority decides to consider it as a common expense and make no change to the
conclusion of the study.

Donations

3.7.27 The Authority has noted BIAL's response to allow the donations made in FY19 and FY20 to the Chief
Minister Relief Funds. The Authority is of the view that the donations are a voluntary payment made
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by BIAL for the humanitarian purposes. In case the Authority allows reimbursement of such payments,
then such payment can no longer be termed as donation from BIAL as it will then become a donation
from BIAL's users. The Authority believes that if BIAL do want to support humanitarian causes, it
should do so from its own profits and not ask for reimbursement of such expenses from its users. In
conclusion, since such donations are not related to the airport and not mandated by any statute, the
Authority cannot allow the reimbursement of such voluntary donations.

Waiver and Bad Debts

3.7.28 The Authority has noted BIAL's response to allow waiver and bad debts as part of the operating
expenditure. The Authority decides to not allow the waiver and bad debts as part of the operating
expenditure based on its decision in the earlier orders. Hon'ble TDSAT judgement dated 16 December
2020 has also upheld the decision of the Authority.

Marketing and Advertising expenses

3.7.29 The Authority has examined BIAL's comment to allow the marketing and advertising expenses with
the break-up of the marketing and advertising costs. The Authority noted that BIAL has incurred one
time expenditure for T2 video journey whose detailed requirement is given by BIAL, digital platforms
for apps and website, BIAL - vision, mission related spends, digital marketing social media spend and
one-time cost for lO-year celebrations. The Authority noted that BIAL has incurred some one-time
expenses which has resulted in higher costs in marketing and advertising for FY19 and FY20. Based
on the details furnished by SIAL, the Authority decides to allow the marketing and advertising
expenses as per audited financial statements as part of the operational expenditure for the Second
Control Period.

Corporate Social Responsibility

3.7.30 The Authority has taken note of BIAL's agreement with the basis and methodology adopted by the
Authority for the computation of the aeronautical CSR expenses.

Response to lATA's comments on Operating Expenses

3.7.31 The Authority has noted lATA's comments with respect to the operating expenditure which can be
summarized as follows:

• BIAL's cost for FY21 has increased in comparison to cost reduction by European airports

• Additional scrutiny on the personnel addition and O&M expenses

• Outcome of the efficient opex study considers all airports including BIAL as efficient

• Marketing and advertisement expenses need to be considered as non-aeronautical

3.7.32 The Authority has noted lATA's comment regarding the cost reduction at BIAL for FY21 in
comparison to the European airports . The Authority has also noted BlAL's response to lATA's
comment that the comparison between European airports and Indian airports is not correct as both
operate in different business environment. Further, BIAL has clarified to lATA that it has reduced the
opex by 16% in FY2 J • The Authority considers the response of BIAL in this regard as adequate.

3.7.33 Regarding lATA's comment on requirement of additional scrutiny in personnel addition and O&M
expenses, the Authority believes that additional scrutiny for the personnel addition or increase in O&M
expenses is not required when the reasons of traffic increase and capacity enhancements are able to
justify such increase in cost. The Authority also notes that lATA has suggested to further analyse the
individual activities assigned to the new personnel. However, the Authority fails to appreciate how
such analysis would help in determining the efficient personnel cost. The Authority clarifies that the
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intention of the study is to determine efficient opex and not to interfere in the day-to-day business
decisions of the airpurt.

3.7.34 The Authority has noted that IATA has suggested to consider the marketing and advertisement as non
aeronautical. The Authority has noted from BIAL's response that these also include the spend on new
route development, promotions, etc. and therefore, these are considered as common expenses.

3.7.35 The Authority has taken note of JATA's suggestion related to efficiency benchmarks, KPls for utility
consumption, etc. The Authority would clarify to lATA that the study was undertaken with the publicly
available data for other airports . The Authority has noted that to undertake the analysis suggested by
IATA it would require a comprehensive data from all the airports and expand the scope of the study.
Therefore. understanding the limitations of the study, the Authority decides to accept its conclusion for
the true-up of the operating expenditure.

3.7.36 The Authority noted that the rates and taxes have been considered as purely aeronautical expenses by
BIAL. However, the Authority noted that these comprise of property taxes paid for the airport and is
directly proportional to the terminal area. Since, the terminal building is a common asset. the Authority
decides to consider the rates and taxes (property taxes) as common expenses and bifurcate it based on
the average terminal area ratio for true-up of the SCPo

3.7.37 The Authority has considered the actual operating expenditure based on the audited financial
statements for FY21 for true-up of SCP in the final order.

3.7.38 Based on the result of the opex allocation study, the allocation ratio for operating expenses decided by
the Authority for true-up of SCP is given below:

Table 39: Revised segregation logic for operating expenditure decided by the Authority for Second
Control Period

Cost Cost allocation % decided by the Authority in Second Control Period as per
allocation % the opex allocation study

Operating
as considered
by authority

expenses
in Second 2017 2018 2019 2020 2021
Control
Period

Personnel
90% 90.44% 91.05% 89.71% 88.94% 87.65%

Expenses

Operations & Based on asset
83.62% 84.78% 82.66% 84.49% 92 .09%

Maintenance ratio

Lease Rent 100% 100.00% 100.00% 100.00% 100.00% 100.00%

Utilities (Net) 100% 100.00% 100.00% 100.00% 100.00% 100.00%

Insurance 91% 89.29% 88.87% 88.96% 91.98% 91.43%

Rates & Taxe s
100% 85.73% 85.73% 85.73% 85.73% 85.73%

(other than IT)

Collection cost 100% 100.00% 100.00% 100.00% 100.00% 100.00%

Marketing and
85% 89.82% 83.60% 85.17% 84.80% 84.10%

Advertising
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Cost allocation % decided by the Authority in Second Control Period as per
the opex allocation study

20212020201920182017

Cost
allocation %
as considered I--- ---,--------.--------r-------,----------j

by authority
in Second
Control
Period

Operating
expenses

Total General
Administration
Costs

90% 95.10% 91.27% 63.34% 59.03% 52.29%

3.7.39 Based on the above, the aeronautical operating expenditure decided by the Authority for the true-up of
Second Control Period is given below:

Table 40: Aeronautical operating expenditure decided by the Authority for true-up of Second Control

Period

Operating expenses adjustments FY 2017 FY 2018 FY 2019 FY 2020 FY2021 Total

Personnel expenses 107.37 110.43 137.41 174.21) 157.35 686.84

O&M 83.03 98.97 96.93 117.09 123.78 5 19.80

Lease Rent 13.01 13.42 13.83 14.24 18.72 73.22

Utilities 36.45 41.92 34.86 34.22 25.20 172.66

Insurance 1.57 2.22 1.94 3.25 5.66 14.64

Rates & taxes (other than IT) 7.48 5.62 8.02 7.63 7.17 35.91

Marketing & Advertising 7.90 9.02 14.91 19.62 6.27 57.73

CSR 2.14 4.23 6.99 6.85 5.10 25.30

General admin costs 23.40 27.34 17.28 19.90 13.32 101.24

Total operating expenses - Aero 282.35 313.15 332.18 397.08 362.57 1687.33

Concession fee 39.67 44.65 38.14 32.88 13.99 169.32

Waiver and bad debts 0.00 0.00 0.00 0.00 0.00 0.00

Total operating expenditure - Aero 322.02 357.80 370.32 429.96 376.56 1856.66

3.8 True up of Aeronautical taxation

BIAL's submission on taxation

3.8.1 BIAL is entitled to a tax holiday for 10 years in the period of first 15 years of operations. During this
period, BIAL is required to pay the Minimum Alternative Tax (MAT) on the book profits of the
company. SIAL has availed this tax holiday from FY 2013 for a period of 10 years.

3.8.2 BIAL has computed the tax for true-up considering 30% non-aeronautical revenues as part of
Aeronautical P&L in line with the approach followed in the Consultation Paper for DIAL.

3.8.3 The tax outflow submitted by BIAL for the Second Control Period is as follows:

Table 41: Tax reimbursement proposed by RIAL for the Second Control Period

Particulars (In INR Cr.) I FY 2017 FY 2018 I FY 2019 I FY 2020 I FY 2021 I Total

IT Reimbursement I 55.53 80.38 I 42.92 I 0.00 I 0.00 I 178.83

-
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Recap of decision taken by the Authority for taxation at the time of tariff determination for the Second
Control Period

3,8.4 The Authority vide decision number J2,a had decided to consider tax outflow estimate (MAT) for
computation of tax for SIAL for the Second Control Period.

3.8,5 The Authority notes the following tax considered at the time of tariff determination for the Second
Control Period vide decision number 12a (i):

Table 42: Tax considered by the Authority at the time of tariff determination for the Second Control

Period

Particulars (In INR Cr.)

IT Reimbursement

FY 2019

0.00

FY 2020

0,00

Authority's examination and proposal for taxation as part of tariff determination for the current control
period

3.8.6 The Authority noted that SIAL has considered the 30% of non-aeronautical revenues to compute the
aeronautical tax. The fact that a part of non-aeronautical revenues is used for cross-subsidization as per
the hybrid till mechanism does not change the nature of such revenues to aeronautical. Cross
subsidization as per hybrid till mechanism is done in order to reduce tariff pressure on passengers and
to incentivize the airport operator to make effective investments in non-aeronautical revenue generating
sources,

3,8.7 The consideration of30% non-aeronautical revenues for computation of aeronautical tax will increase
tax reimbursement beyond the requirement pertaining to aeronautical services leading to an artificial
tax benefit. The same could lead to the effective cross subsidy benefit being passed on to the airport
user being less than 30% to the extent of the artificial tax benefit the airport operator receives in the
event of considering 30% non-aeronautical revenues as part of revenue from aeronautical services .

3.8.8 Therefore, the Authority is of the view that:

a) 30% non-aeronautical revenues should not be treated as a subsidy for the airport operator as the airport
operator has already earned it from non-aeronautical services and is meant as a cross subsidy to the
airport user.

b) Consideration of 30% non-aeronautical revenues as part of revenues from aeronautical services would
result in undeserved enrichment to the airport operator effectively reducing the cross-subsidy benefit
to the airport user from the present 30% of non-aeronautical revenues.

c) Further, this issue has been decided by the Authority and the details may be seen in Chapter 8 of DIAL
Tariff Order No. 57/2020-21 dated 30 December 2020 for the Third Control Period.

3.8.9 The Authority, in line with its decision for other airports, proposes to not consider 30% of non
aeronautical revenues while computing aeronautical taxation for the true-up of the Second Control
Period.

3.8.10 As per the Second Control Period order, the Authority proposes to allow actual aeronautical MAT as
passthrough for true-up of the Second Control Period. The Authority noted that SIAL has paid MAT
at effective tax rate of 19.10%, 19,19%, 19.40% and 16.94% from FYI7 , FYI8, FYl9 and FY20
respectively by dividing MAT payment by the Profit before Tax (PST) for the respective years. Tax
forecasted for FY21 is nil due to negative PBT. .

3.8.11 The Authority has noted that SIAL has not considered the one-time depreciation charge in the P&L
while computing aeronautical taxation, SIAL, in its response to queries, has submitted that the one
time depreciation charge would have been charged to P&L account and since there is a regulatory over-
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ride in Note no. 2 of Order no. 35, the same is adjusted in retained earnings. Since. one-time
depreciation is allowed in the computation of the ARR, the Authority proposes to consider the one-
time depreciation charge while computing the aeronautical Profit Before Tax (PBT).

3.8 .12 Based on the above changes, the Authority proposes to determine the aeronautical tax by considering
the effective tax rate on the aeronautical PBT as given below:

Table 43: Proposed taxation for the Second Control Period

Particulars (In INR
FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total

Cr.)

MAT paid by BIAL 115.94 153.92 131.04 71.75 0.00

Aero revenues 996.05 1.121.69 959.27 828.51 332.64 4,238.17

30% of non-aero
0.00 0.00 0.00 0.00 0.00 0.00

revenues
Aero operational expense -323.22 -358.7 0 -369.63 -422.36 -408.49 -1,882.40

EBITDA 672.83 762.99 589.64 406.16 -75.85 2,355.77

Aero Depreciation -I R7.19 -IR9.R2 -270.14 -192.Ro -249.71 -1,095.72

Interest expenses -143.97 -106.48 -93.71 -118.22 -102.14 -624.48

PBT 341.67 466.69 219.79 95.08 -487.69 635.58

Effective tax rate 19.13% 19.20% 19.42% 17.04% 0.00%

Aero tax 65.35 89.62 42.69 16.20 0.00 213.83

Stakeholder comments regarding true-up of the taxation for the Second Control Period

3.8.13 Subsequent to the stakeholder consultation process, the Authority has received commentsl views from
various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 101

2021-22 with respect to true-up of the taxation for the Second Control Period. The comments by
stakeholders are presented below:

BlAL's comments on true-up of the taxation for the Second Control Period

3.8.14 BIAL commented as follows on the 30% cross subsidization of non-aeronautical revenues not
considered for taxation:

• BIAL has submitted an Expert opinion on the said matter, which appears to have not been
evaluated by the Authority. BIAL requests the Authority to review and evaluate the same.

• Direction-S notes thefollowing on Tax Payments

5.5.1 Taxation represents payments by the Airport Operator in respect ofcorporate tax on income

from assets/ amenities/facilities/ services taken into consideration/or determination ofAggregate

Revenue Requirement.

• Since Direction 5 states that taxation on income from services taken into consideration for

determination ofAggregate Revenue Requirement should be consideredfor taxation, as 30% of

the Non-AeronauticalRevenues have been taken as part q/the Aggregate Revenue Requirement,

tax estimate on the same should also be consideredfor reimbursement.

• Since the cross subsidy is part 0/ aeronautical revenue, it has to be considered while drawing

aeronautical P&L, from Pre-control period.

3.8.15 BIAL commented as follows on the MAT rate considered for estimation of aeronautical tax:

'#~~~~
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• From a reading ofPara 3.8.10, the Authority notes that BIAL has estimated i'vIAT rate/or FY 20

at 16.9-1% which is much lower than the actual i'vIAT rates applicable during the year. (Applicable

MAT rate for FY 20 is 17.-17% including applicable surcharge / CESS)

• The tax rates applied by the Authority will be reconciled with the model and we will submit 0111'

observations. ifany on the same.

3.8.16 BIAL commented as follows on the adjustment of one-time depreciation from aeronautical profits:

• As per principles ofDirection-S, Taxation represents payments by the Airport Operator. As noted

by the Authority, BIAL has paid Minimum Alternate Tax (MAT) during the years in the second

control period.

• BIAL is required to comply with the relevant prescriptions ofthe Income Tax Act and the directions

for computation 0/ MAT. MAT computation is largely based on book profits. Accordingly,

inclusions/ exclusions to Book profits are also guided and mandated based on extant rules and

principles prescribed under the Income Tax Act.

• As the One-time deprecation was not charged to P&L account (in [ull compliance to and as

mandated by the Authority's prescriptions in Order 35 this was adjustedfront Retained earnings).

Note from Order 35 mandating the same IS as given below

• Note 2: From the date this schedule comes into effect, the book value ofassets as on that date (a)

shall be depreciated over the remaining useful life as per this schedule: (b) after retaining the

residual value, shall be recognized in the opening balance of' retained earnings where the

remaining use/it! life ofan asset is NIL.

• This adjustment 0/ One-time depreciation to Retained Earnings was not allowed by the Income

Tax Authorities, as a deduction or an expenditure/or estimating Book Pro/it/or MAT calculation

and payment by BIAL.

• Hence, as BIAL has paid MAT based on Book profits without considering the One-Time

depreciation as a charge to P&LI Adjustment to book profits, the same cannot be notionally

adjusted to increase the cost and arrive at a lower profit for arriving at profit % estimation.

• BIAL has, as part 0/MYTP evaluation and queries. submitted the Income Tax Returns and all back

up computations.

• In taxation mailers, the primacy 0/Income Tax Act will prevail and has to be respected.

• Also, BIAL notes that the Authority has carried out this adjustment ofOne-Time depreciation 10

arrive at Aeronautical Profits only but not to compute the Total Profits to compute the ratio oftax

10 profits.

• We request the Authority to correct this error in computation ofAeronautical Taxation.

Authority's examination after reviewing stakeholder com ments on the true-up of the taxation of Second
Control Period

3.8.17 The Authority noted BIAL's comment to consider the 30% of the non-aeronautical revenue for
computation of the taxation. The Authority has given its reasoning for not considering the 30% of the
non-aeronautical revenues for computation of the taxation in para 3.8.7 and 3.8.8 of the Consultation
Paper no. 10/2021-22 for BIAL which addresses the comments of BIAL. Therefore, the Authority
finds no reason to make any change to its proposal in the Consultation Paper no. 10/2021-22 for BIAL.
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3.8.18 The Authority has noted BIAL's comment on the MAT rate for FY20. The Authority has not received
further comment from BIAL in support of its claim and therefore. it has not considered BIAL's
comment on the MAT rate for true-up of the taxation for SCPo

3.8.19 The Authority has carefully examined BIAL's comment on the adjustment of one-time depreciation in
FY19 from aeronautical profits. The Authority noted that BIAL has not considered the one-time
depreciation in the P&L as per the Order no. 35/2017-18 of the Authority and the Income Tax Act.
Therefore, the MAT computation of FY19 did not consider this one-time depreciation.

The Authority notes from BIAL's comment that it does not agree with the Authority's reduction of the
one-time depreciation from the aeronautical profit before tax as such deduction is not allowed under
Income Tax Act. The Authority noted that BIAL had not included the one-time depreciation charge in
the audited P&L of the airport however for tariff filing purposes it has included the one-time
depreciation charges in the total depreciation. Since. the Authority is allowing BIAL to claim the
aeronautical one-time depreciation charges from the aeronautical tariffs, the Authority considers it
reasonable to account the aeronautical one-time depreciation charge for computing the aeronautical
profit before tax.

Further, the Authority noted that it has applied the ratio of aeronautical PRT to total PRT on the actual
tax paid by BIAL to compute the aeronautical taxation. The Authority noted that it has considered the
actual tax paid by the airport operator in computing the aeronautical taxation irrespective of the fact
that the actual tax paid could have been lower if Income Tax Act and AERA's Order no. 35/2017-18
would have allowed consideration of the one-time depreciation charge as a P&L entry . BIAL submitted
that the Authority has not considered the deduction of the one-time depreciation charge from the total
profits of the airport, to compute the aeronautical PBT to total PBT ratio. The Authority considers it
fair to deduct the one-time depreciation from both aeronautical PBT and the total PBT to compute its
ratio for determination of the aeronautical tax. Accordingly, the Authority has revised the true-up of
the taxation for the Second Control Period.

3.8.20 Based on the above, the Authority decides to determine the aeronautical tax by considering the effective
tax rate on the aeronautical PBT as given below:

Table 44: Taxation decided by the Authority for true-up of Second Control Period

Particulars (In INR
FY 2017 FY 2018 FY 2019 FY2020 FY2021 Total

Cr.)
MAT paid (refund) by

115.94 153.92 131.04 71.75 -2.59 470.05
BIAL

Aero revenues 996.95 1.122.50 960.14 829.23 349.69 4,258.51
30% or non-aero

0.00 0.00 0.00 0.00 0.00 0.00
revenues
Aero operational expense -322.02 -357,80 -370.32 -429.96 -376.56 -1,856.66

EBITDA 674.94 764.69 589.81 399.27 -26.89 2,401.83
Aero Depreciation -188.67 -191.33 -277.88 -199.34 -270.23 -1,127.44

Interest expenses -143.97 -106.54 -93.75 -119.91 -175.50 -639.67

PBT 342.30 466.82 218.19 80.03 -472.62 634.72
Effective tax rate 19.13% 19.20% 23.88% 17.01 % 0.55%

Aero tax 65.47 89.64 52.10 13.61 -2.59 218.24
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3.9 True un of non-aeronautical revenue

BIAL's submission 011 non - aeronautical revenue

3.9.1 The non-aeronautical revenue submitted by BIAL for the true-up of the Second Control Period is given

below :

Table 45: NAR submitted by BIAL for true up of Second Control Period

Particulars (In INR crore) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total

Non - Aviation Revenues (A)

Car park 63.3 75.4 88.7 90.3 18.7 336.4

Terminal Entry/Miscellaneous lncorne 0.0 0.0 0.0 0.0 0.0 0.0

Rctail 105.3 118.5 143.4 160.9 15.5 543.6

Food& Beverage 31.9 41.1 57.0 69.1 11.9 211.0

Advertising & Promotions 71.8 77.9 77.6 75.2 19.9 322.4

Rents and Land Leases 28.2 30.7 34.7 39.3 43.1 175.9

Lounge Revenues 19.9 26.9 33.5 38.8 5.2 124.4

Utility Charges 5.7 5.6 5.8 5.8 5.6 28.6

Flight Catering 9.1 9.9 12.7 11.7 5.6 48.9

Non-Aviation Revenues - Others 5.9 8.0 9.9 14.3 7.8 45.8

Misc. Income (Including entry) 0.2 0.1 0.0 0.0 0.0 0.3

Total non - aviation revenues 341.3 394.0 463.2 505.3 133.3 1837.2

Aviation Concessions (B)

Cargo 41.8 43.9 47.2 44.3 30.7 207.8

Fuel Farm 74.9 81.9 90.4 74.9 2.5 324.7

Ground Handling 5.0 6.0 ItO 38.8 22.7 80.4

ICT 16.9 18.0 17.4 17.5 16.1 85.9

Common Infrastructure Charge 34.5 38.9 56.7 67.0 18.6 215.8

Total Aviation Concessions 173.2 188.7 219.6 242.6 90.6 914.6

Total non - aeronautical revenue
514.5 582.7 682.8 747.9 223.9 2751.8

(A+B)

3.9.2 BIAL has given the following submissions relating to non - aeronautical revenues:

• Treatment of CG F - BIAL has considered revenues from CGF as non - aeronautical revenues

• Income from real estate and Interest - SIAL has not considered income from real estate and

interest for the computation of ARR .

• Reasons for increase in non - aeronautical revenues till FY 2020 :

• Land side traffic - Increase on account of app taxi providers like Ola & Uber

• Retail- Increase on account of opening of"Quad" which is a retai Iand F&B plaza opposite arrivals

and increase in number of F&B outlets and award of new tenders on the kerb side

• Lounge Revenue - Increase on account of award of contract to new operator in 2019

• Reasons for reduction in non - aeronautical revenues for FY 2021:

• Reduction in passengers and low customer sentiments affecting sales per pax due to COVID 19

~~
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• Waiver of MAG by SIAL across all concessionaires for the period March to October 2020 .

• Reduction in revenue share by 15 - 20% for all outlets to sustain business operations

Recap of decision taken by the Authority for Non - aeronautical revenue at the time of tariff

determination for the Second Control Period

3.9.3 The Authority notes the following non - aeronautical revenues considered at the time of tariff

determinat ion for the Second Control Period vide decision numb er lOa ( i):

Table 46: Non - aeronautical revenue as considered by the Authority at the time of tariff determination

for the Second Control Period

Particulars (In INR crore) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total

Car park 63.3 71.3 80.2 90.2 101.5 406.5

Terminal Erury/Misccllaneous Income 0.2 0.2 0.2 0.2 0.2 I

Retail 108.3 121.9 137.1 154.2 173.5 695

Food & Beverage 31.9 35.9 40.4 45.4 5 1.1 204.7

Advertising & Promotions 71.8 78.0 81.9 86.0 90.3 408

Rents and l.and Lenses 18.2 23.0 24.4 25.8 27.6 Ill)

Lounge Revenues 19.8 22.2 25.0 28.1 31.7 126.8

Utility Charges 2.2 2.2 2.2 2.2 4.3 13.1

Flight Catering 8.5 9.5 10.7 12.0 13.5 54.2

Non-Aviation Revenues - Others 5.9 17.9 5.9 5.9 5.9 41.5

Real Estate 0 0 0 0 0 0

Total Non-Aero Revenues 330.0 382.0 407.9 450.1 499.5 2069.5

Add: Revenue considered for land lease hotel 9.3 9.3 9.3 9.3 9.3 46.5

Add: Interest income on estimated cash 21.4 42.2 18.0 I 1.1 5.3 98

Total considered for computing 30% adjustment 360.7 433.5 435.1 470.5 514.0 2213.8

3.9.4 The decisions of the Authority relating to non-aeronauti cal revenue for BIAL is given in the table

below:

Table 47: Key decisions of the authority relating to non - aeronautical revenue for RIAL

Particular

Rent & Land
lease

Utility
charges

CGF. ICT.
Aerobridge,

Reference
in Order

4.5.22

13.6.10

4.5.16

AERA 's Decisions

Rentals received from aeronautical service
providers will be considered as
aeronautical revenue.

Revenues from aeronautical
concessionaires to be considered as
recoveries and reduced from utility cost
(operating expenditure) and consider net
costs of utilities as aeronautical.

Consider revenue from CGF. ICT.
Aerobridge, fuel throughput and Common

Reference in
Hon 'ble
TDS AT
Order

Para 83

Para 83

Para 31

Hon'ble TDSAT's Order

"The treatment by the Authority in

respect ofLease Rentals and

Infrastructure Recovery is proper

and requires no interference. "

" The treatment by the Authority in

respect 0/Lease Rentals and
Infrastructure Recovery is proper

and requires no interference. "

" ... The determination oftariffby

the imp ugned order by taking into
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Reference in

Particular
Reference

AERA's Decisions
Hon'ble

Hon'ble TDSAT's Order
in Order TDSAT

Order

fuel Infrastructure Charges (CIC) as consideration lGF revenues as

throughput aeronautical revenue aeronautical revenues is also

and Common Iround10 be in order requiring no

Infrastructure interference ... "

Charges

(eIC)

"The decision ofthe Authority to

consider interest income as non-

Interest
13.6.8

Consider interest income as part of non -
Para 73

aeronautical revenue is correct

income aeronautical revenue and BIAL's claim to exclude such

income altogether is notfound

acceptable. "

I. Consider notional land lease rent for

the area given on lease to the hotel
"On consideration ofthe discussion

operator in the absence of land lease
made by the Authority in the

Hotel
13.6.11 and 2.

agreement between BIAL and IlAHL.
Para 71 and relevant paragraphs noted above. no

subsidiary -
13.6.13

Interest income earned on deposit
Para 73 Igoodreasons are found to interfere

BAHL received from hotel project as non-

aeronautical revenue. Other income
with the views ofthe Authority on

interest includes income from interest
this issue. "

on security deposit from BAHL.

"The claim ofBl.tl. that there is

additional land beyond the airport

sprecincts and there/ore. beyond

Real estate 4.5.36
Consider revenue from real estate as non-

Para 40
the tariffdetermination power of

aeronautical revenue the Authority cannot be accepted.

Income/rom such land has been

correctly treated as non-

aeronautical revenue. "

Cargo Village 8.19 Revenue from cargo village assets to be

(FCP Order) treated as non-aeronautical revenues.

3.9.5 Additionally, AERA had decided in the Second Control Period order to review and true-up the non-
aeronautical revenues on actuals, at the time of determination of tariff for the next control period.

Authority's examination and proposal for non-aeronautical revenue as part of tariff determination for

the current control period

3.9.6 The Authority proposes to undertake the following changes to the submission of BIAL relating to non
- aeronautical revenue:

Treatment ofCGF, ICT, fuel throughput, Aerobridge and Common Infrastructure Charges

3.9.7 In the Second Control Period order, the Authority had considered revenue from CGF, ICT, aerobridge,
fuel throughput and Common Infrastructure Charges (CIC) as aeronautical revenues as per the AERA
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Act, 2008, AERA guidelines and the concession agreement of BIAL. Accordingly. the Authority in
line with the approach followed in the Second Control Period order proposes to consider the revenue
from CGF, ICT, aerobridge, fuel throughput and CIC as aeronautical revenues for true-up of the Second
Control Period as per the AERA Act, 2008, AERA guidelines, the concession agreement of BIAL and
Hon'ble TDSAT judgement dated 16th December 2020.

Treatment of lease rentals from aeronautical service providers

3.9.8 In the Second Control Period order, the Authority had decided to consider the rentals received from
aeronautical service providers as aeronautical revenue. Accordingly, the Authority in line with the
approach followed in the Second Control Period order proposes to consider the revenue from rentals
received from aeronautical service providers as aeronautical revenues for true-up of the Second Control
Period. Hon'ble TDSAT judgement dated 16th December 2020 has also upheld the stand of the
Authority.

Treatment of revenues from real estate

3.9.9 In the Second Control Period order, the Authority had considered revenue from real estate as non
aeronautical revenue as per the AERA Act. Accordingly, the Authority in line with the approach
followed in the Second Control Period order proposes to consider the revenue from real estate as 11011

aeronautical revenue" based on the AF.R A Act, ~OOR, AF.RA guidelines, concession agreement of
BIAL and Hon'ble TDSAT judgement dated 16th December 2020.

3.9.10 The Authority had noted in the Second Control Period order that there was no agreement between
BIAL and BAHL for the land leased for the hotel project. The Authority had assumed a notional annual
lease rental of INR 9.26 cr. for the hotel project and assumed it as non-aeronautical revenue for the
Second Control Period. BIAL has entered into an agreement with BAHL from I April 20 19. As per the
agreement between BAHL and BIAL, annual lease rent of INR 2.48 cr. with an escalation of 10%
every 3 years is payable by BAHL. Accordingly, it is proposed to consider a notional lease rent of INR
9.26 cr. from FY17to FY19 due to lack of an agreement during this period followed by the actual lease
rent received by BIAL from BAHL in FY20 and FY21 as non-aeronautical revenue.

3.9.11 The Authority had noted that BIAL has formed a subsidiary Bengaluru Airport City Limited (BACL)
in January 2020 to carry out real estate activities such as development of commercial ventures such as
hotels, restaurants, conference venues, meeting facilities, business centres, trade fairs, real estate, theme
parks, amusement arcades, golf courses and other sports and/or entertainment, facilities, banks and
exchanges and shopping malls, as provided for in the Concession Agreement. BIAL has submitted that
the revenues from BACL to BIAL is nil in FY21 and therefore it would not appear in the true-up of the
Second Control Period. Accordingly, the Authority has considered nil revenues from BACL to BIAL
in FY21 for true-up of the Second Control Period.

3.9.12 The Authority expects BIAL to work on these assets in compliance with the provisions of Land Lease
Agreement, State SUPP0l1 Agreement and other relevant documents.

Treatment of lease rentals from AAI for office space

3.9.13 The Authority asked BIAL to submit the details of the lease rentals earned from the office space leased
to Airports Authority of India (AAI). BIAL in its response dated 12th Feb 2021 submitted that AAI has
been given 3,091 sq. m. of office in FY17 which was increased to 5,836 sq. m. in FY21 and there is no
lease rental arrangement between BIAL and AAI.

3.9.14 The Authority is of the view that BIAL cannot have differential treatment of rental arrangement among
various stakeholders at the airport. Further, the Authority notes that due to nil lease rentals from AAI,
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the non-aeronautical revenues proposed by BIAL for the Second Control Period are lower which leads
to reduction in the cross-subsidization of the aeronautical revenues. Therefore, the Authority proposes
to consider a notional lease rental for the office space leased to AAI for the Second Control Period.

Treatment of interest income

3.9.15 In the Second Control Period order, the Authority had decided to consider revenue from interest income
as non-aeronautical revenue as per the AERA Act. Accordingly, the Authority proposes to consider the
interest income as non-aeronautical revenue for true-up of the Second Control Period. Hon'ble TDSAT
judgement dated 161h December 2020 has also upheld the stand of the Authority.

Treatment of utilities charges recovery

3.9.16 In the Second Control Period order, the Authority had decided to consider revenue from aeronautical
concessionaires as recoveries and reduced from utility cost (operating expenditure) and consider net
costs of utilities as aeronautical. Accordingly, only the utility charges recoveries from non-aeronautical
concessionaires is considered as non-aeronautical revenues. Accordingly, the Authority proposes to
consider only the utility charges recoveries from non-aeronautical concessionaires as non-aeronautical
revenues for the true-up of the Second Control Period. Hon'ble TDSAT judgement dated 16th

December 2020 has also upheld the stand of the Authority.

3.9.17 Based on the above changes, the proposed non - aeronautical revenue considered for the true-up of the
Second Control Period is given below:

Table 48: Proposed NAR by the Authority for the Second Control Period

Particulars (In INR crore) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total

NAR - As per RIAL 514.49 582.66 682.83 747.90 223.88 2,751.76

Adjustment to non-aeronautical revenues
Less: Rents and Land Leases related to CGI-' -6.03 -6.64 -7.50 -12.23 -18.30 -50.70

Less: Revenues from CGF, ICT. fuel
throughput. Aerobridge and Common -173.16 -188.66 -219.59 -242.57 -90.58 -914.56
Infrastructure Charges

Add: Revenues trom real estate 0.00 0.03 0.40 2.94 2.97 6.34

Add: Notional lease rent from BAHL from
9.26 9.26 9.26 0.00 0.00 27.78

FYI7 to FYI9

Add: Notional lease rental lor AAI officespace 6.02 6.32 6.63 6.97 13.15 39.09

Add: Interest income 20.36 41.63 66.51 21.43 18.74 168.66

Less: Adjustment lor utility charges recovery -2.56 -2.53 -2.50 -3.50 -3.96 -15.05

Revised non-aeronautical revenues 368.37 442.07 536.04 520.94 145.89 2,013.31

Stakeholder comments regarding true-up of the non-aeronautical revenues for the Second Control
Period

3.9.18 Subsequent to the stakeholder consultation process, the Authority has received comments/ views from
various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 10/
2021-22 with respect to true-up of the non-aeronautical revenues for the Second Control Period. The
comments by stakeholders are presented below:

BlAL's comments on true-up of the non-aeronautical revenues for the Second Control Period

3.9.19 BIAL commented as follows on the lease rentals from BAI-IL:

• "BIAL 's approach towards Concessionaires has been /0 provide land and allowfor moratorium

periodfor cons/ruction after which only the agreed lease rentals / revenue share would commence.
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• I,(~, T Bangalore Airport Hate! Limited (1,& T RAHI.) was incorporated to implement the Hotel

Project. Based all the agreement executed, BIAL handed over land admeasuring 4.19 acres for a

30 years sub-lease to L&T BAHL to construct a hotel consisting of32 I rooms with a proposed

height of45 meters.

• AAI had approved a height ofonly 30.36 meters for the hotel building as against the envisaged

height of45 Meters and hence. L&T BAHL had to restrict the number ofrooms to 154 within the

allotted land. In view ofthe above restrictions & changes. the construction ofhotel with limited

rooms became an unviable project to L & T BAHL. As a result, the hotel construction was delayed

and went into arbitration.

• Thereafter L&T and BAHL initiated arbitration proceeditws jar terminating the Agreement and

claimed compensationfor the partial construction ofthe Airport Hotel. Subsequently. based on the

settlement agreement, BIAL agreed to purchase 100% of the shares of L&T BAHL for a

consideration ofR.I'. 2 Crore. Thus, BAHL became 100% subsidiary ofBIAL and BIAL undertook

completion ofthe balance portion ofthe Hotel.

• BAHL commenced operations on 30th September 2016 and hence, no notional lease rentals can

be applied priur to this date.

• For Assets which are under construction, it is nut u commercial practice to charge rentals during

the construction period

• The decision of the Authority in the Second Control Period Order to go back and apply these
Notional Lease Rentals from AOD (even through the 30% subsidisation effect was given from the

start ofthe first control period), which has been further confirmed in the third consultation paper,

is unfair and unjust.

• BAHL continued to incur operating cash losses due to restriction on the Hotel height to 154 rooms

and hence BIAL could not charge any lease rentalsfor the land provided As the operations picked
up and the rooms were fully occupied, BIAL decided to charge lease rentals for the land provided

on sub lease to BAHL based on market assessment and on arm '.I' length basis and accordingly a

sub-lease deed was executed with lease rentals ofR.I'. 2.48 Cr per annum in FY 20.

• Even ifa notional lease rental is to be made applicable, it can be applied only from 30th September
2016 (Hotel commercial operations start date) and not be/ore that.

• Even though Direction 5 / AERA Act do not envisage any "Notional" revenue / cost, Authority has

decided to apply the same and BIAL is not in agreement with the same. Without prejudice. as BlAL
has already discovered a market price for this land. BfA L requests the Authority to consider the

rate ofR.I'. 2.48 crores per annum and not R.I'. 9.26 crores from 30th September 20 16.

• We request the Authority to objectively assess the issue with rationality. "

3.9.20 SIAL commented as follows on the notional lease rentals from the Airports Authority of India (AAI):

• "The Airport Authority of India is a statutory body and is governed by the AAfAct 1994 and is

responsible for providing services of Communication Navigation & Surveillance (CNS) and Air

Traffic Services (ATS) services in all airports in India.

• BIAL and AAf entered into CNS/ATM Agreement dt. 6th April 2005 and Clause 7.4, of the

Agreement states "AAI shall pay a rental fee to BIAL in consideration for providing the facility

and office space and the rental rate shall be calculated on cost recovery basis ... ".
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• Based on the above Agreement. AAI has paid lease rentals and based on the valuation exercise

conducted by AAI. as the cost recovery has been completed. there are no further lease rentals

payable by them. Relevant correspondences are enclosed as Annexure - 9.

• Further, as per the Greenfield Airports Policy issued by the Government of India, Air traffic

services (ATS) would be provided on a cost recovery basis and AAI would publish a standard

agreement for this purpose. The Airport Company would also provide the required irfrastructure

to AAI free of cost for provision ofATS. Extract of the Green field Policy. highlighted for this

reference is enclosed as Annexure 10.

• BIAL wishes to submit that AAI is a statutory body andfor carrying out the function o[CNS/ATkl.

BIAL has charged lease rentals to AAI as per the Agreement with AAI. In line with the Greenfield

Airports Policy, BIAL is not charging lease rentals/or the additional space provided to them.

• AERA has stated above that there cannot be differential treatment among various stakeholders at

the airport and proposed notional lease rentals from AAI to the extent of R.I'. 39.09 cr. in 2nd

Control Period and Rs. 80.13 cr. in 3rd Control period.

• BIAL submits that the stand ofAERA in respect qfAAI is contradictory to the Greenfield Policy of

Government 0/India and considering a notional lease rent/or AAI office space is not correct.

• The Authority has erroneously considered notional rentals and BIAL request the Authority to

remove the same at the time offinalization ofthe tariffOrder. "

3.9.2\ BIAL commented that BIAL is pursuing its legal remedies available under law on the matters on
revenue from interest income, utility revenue, revenue from CGF, ICT and CIC and revenue from real
estate and for brevity, BIAL is not reiterating its earlier positions and contentions contained in its
submissions to various consultation papers, memoranda of appeal, written submissions and requests
that the same be read as a part of this submission. BIAL respectfully states that all its submissions in
this response are without prejudice to whatever BIAL has contended earlier.

Other stakeholder comments on true-up of non-aeronautical revenues for the Second Control Period

3.9.22 lATA commented as follows on the true-up of the non-aeronautical revenues:
"We would appreciatefor AERA to consider the following comments in relation to the true upfor non

aeronautical revenues:

• Lease to AAI: Firstly. we support the implementation ofa "notional" income/or the lease to AAI.

What we would appreciate AERA to further consider is whether this income should be treated as

aeronautical. As AERA rightly mentions in paragraph 3.10.2, income "The Authority vide

decision no. Ia (ii) of the SCP order had decided to consider revenues from Cargo, Ground

Handling and Fuelfarm services and rentals from leasing ofspace to agencies for providing core

aeronautical services as aeronautical revenues ... ", Since AA I will utilize such building to provide

aeronautical services (noting that the building is used to provide air navigation services) to the

entire aviation community. it would seem appropriate that such income is treated as Aeronautical.

• Treatment of interest income: We see that AERA intends to treat interest income as non

aeronautical revenue. If this is cash generatedfrom the aeronautical business, why should it be

treated as non-aero? We would appreciatefor AERA to consider treating at least a portion ofsuch

income as aeronautical. "
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RIAL's response to stakeholder comments regarding true-up of non-aeronautical revenues for the
Second Control Period

3.9.23 BIAL submitted the following response to the IATA's comment on the true-up of the non-aeronautical
revenues:

• "In regard to notional income from AAI and treatment of Interest income. our submissions to

AERA are self-explanatory. We request AERA to note 01/1' submissions in this regard.

• As regards AAI. notional income is not applicable as BIAL has charged lease rentals based on

contractual basis of cost recovery. Post recovery of costs. the agreement does not aI/ow for

charging lease rentals. For the additional space given to AAI. these are guided by the Greenfield
Airport policy ofGol. "

Authority's examination after reviewing stakeholder comments on the true-up of the non-aeronautical
revenues of Second Control Period

3.9.24 The Authority noted BIAL's comment on the notional revenues considered by the Authority from the
hotel land leased to BAHL. The Authority noted that it has considered the notional lease rentals as per
its decision in the Second Control Period order for BIAL till the time BIAL has entered into a formal
agreement with BAHL. The Authority noted that in the event of lack of an agreement between BIAL
and BAHL, the Authority has considered the most suitable data to determine the notional lease rentals
and therefore, decides to consider these lease rentals as per its Second Control Period order for BIAL.

3.9.25 The Authority's noted BIAL's comment related to the notional lease rental from AAI. The Authority
noted that BIAL has submitted the following clause on the CNSf ATM agreement dated 6 April 2005:
"AAI shal/ pay a rental f ee to BIAL in consideration/or providing the facility and office space and the

rental rate shall be calculated on cost recovery basis ... " and shared the correspondences between AAI
and BIAL in which both parties have mutually agreed that the cost recovery is completed and AAI is
no longer required to pay the rental fee. However, the Authority noted that the capital cost of the office
space leased to AAI is part of the RAB of the airport operator. Therefore, the Authority decides to
consider the notional lease rental for AAI office space.

3.9.26 The Authority has noted lATA's comment to consider the notional lease rental from AAI as
aeronautical revenues. The Authority had considered the lease rentals from AAI as non-aeronautical
revenue in the First and Second Control Period orders for BIAL and hence, the Authority sees no reason
to change its decision based on the comments given by lATA.

3.9.27 With regards to the lATA's comment to consider a portion of interest income as aeronautical revenues,
the Authority has undertaken detailed examination of the matter in its previous orders of BIAL and
therefore, the Authority decides to not change its treatment of the interest income. Further, TDSAT
judgement dated 16 December 2020 for BIAL has also upheld the Authority's decision to consider
interest income as non-aeronautical revenues.

3.9.28 The Authority has considered the actual non-aeronautical revenues based on the audited financial
statements for FY21 for true-up of SCP in the final order.

3.9.29 The Authority, based on the clarifications received from BIAL on the contract-wise break-up of the
non-aeronautical revenues, has made revised the rent and land leases from CGF service providers for
the SCPo

3.9.30 Based on the above, the non-aeronautical revenues decided by the Authority for true-up of the Second
Control Period is given below:
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Table 49: NAR decided by the Authority for true-up of the Second Control Period

Particulars (In INR crore) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total

NAR - As per BIAL 514.49 582.66 682.83 747.90 251.54 2,779.42

Adjustment to non-aeronautical revenues

Less: Rents and Land Leases related to CGf -6.93 -7.45 -8.36 -12.95 -13.59 -49.27

Less: Revenues from CGF. ICT. fuel
throughput. Aerobridge and Common -173.16 -188.66 -219.59 -242.57 -105.29 -929.27

Infrastructure Charges

Add: Revenues from real estate 0.00 0.03 0.40 2.94 3.87 7.24

Add: Notional lease rent from BAHL from
9.26 9.26 9.26 0.00 0.00 27.78

FYI7to FYI9

Add: Notional lease rental for AAI office space 6.02 6.32 6.63 6.97 13.15 39.09

Add: Interest income 20.36 41.63 66.51 21.43 21.82 171.74

Less: Adjustment tor utility charges recovery -2.56 -2.53 -2.50 -3.50 -2.48 -13.57

Revised non-aeronautical revenues 367.47 441.26 535.18 520.22 169.02 2,033.15

3.10 True-up of Aeronautical revenue

RIAL's submission for true up of aeronautical revenue

3.10.1 SIAL has submitted details of aeronautical revenues (after considering cargo, ground handling and fuel

services as non - aeronautical) for the Second Control Period as follows:

Table 50: Aeronautical revenue as submitted by RIAL

Particulars (In INR Cr.) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total

User Development fee 501.13 577.76 461.84 399.67 82.93 2023.32

L.anding Charges 303.44 334.89 259.08 165.22 99.67 1162.30

Parking Charges 2.63 3.24 2.61 1.88 0.81 11.16

Housing Charges 9.67 10.51 8.65 6.95 3.70 39.48

PSF / Spare 0

Total Aeronautical Revenue 816.9 926.4 732.2 573.7 187.1 3236.3

Recap of decision taken by the Authority for aeronautical revenue at the time of tariff determination for

the Second Control Period

3.10.2 The Authority vide decision no. 1a (ii) of the Second Control Period order had decided to consider

revenues from Cargo, Ground Handling and Fuel farm services and rentals from leasing of space to

agencies for providing core aeronautical services as aeronautical revenues.

3.10.3 SIAL has submitted a revenue of INR 7.58 cr. in FY21 from express cargo in its MYTP submission.

SIAL has also submitted to the Authority that the operation start date of the express cargo facility has

been deferred and proposed to the Authority to consider INR 2.52 cr. in FY2l instead of the earlier

submission of INR 7.58 cr. Accordingly, the Authority has proposed to consider the revised revenue

from express cargo at INR 2.52 cr. in FY21 as aeronautical revenue.

Authority's examination and proposal for aeronautical revenues as part of tariff determination for the

current control period

3.10.4 In line with the Authority's approach taken in the previous control periods for SIAL, the Authority

proposes to consider revenue from CGF services and rentals from leasing of space to agencies for

providing core aeronautical services as aeronautical revenues as per the AERA Act, 2008, AERA
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guidelines, the concession agreement of BIAL and Hon'ble TDSAT judgement dated 16th December
2020. The Authority noted that the revenues from CUTEI CUSSI BRS charges (lCT) and Common
Infrastructure Charges (CIC) has been included by BIAL as part of the Aviation Concessions revenues
and the same has been taken into consideration for the computation of the aeronautical revenues by the
Authority .

3.10.5 The Authority sought the information of the discounts offered by BIAL on the Authority approved
tariff card during the Second Control Period. BIAL submitted that it has given the discount of INR 4.29
cr. in FY21 towards waiver of parking and housing fee during lockdown and INR 0.32 cr. in FY2 I

towards international recovery linked airline support scheme. The Authority proposes to consider these
discounts as aeronautical revenues for the purposes of true-up of the Second Control Period.

3.10.6 The aeronautical revenues proposed by the Authority for the true-up of the Second Control Period is
as follows:

Table 51: Aeronautical revenues as proposed by the Authority for true up of the Second Control

Period

Particulars (In INR Cr.) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total

A viation revenues 816.86 926.39 732.18 573.71 219.10 3,268.25

A viation concession (CCiF) revenues m.11i IR1Uill 219..'59 242..'57 100..10 924.2R

Aero land leases 6.03 6.64 7.50 12.23 1J.24 45.64

Total Aeronautical Revenue 996.05 1,121.69 959.27 828.51 332.64 4,238.17

Add: Discounts offered by I3IAL 4.61 4.61

Adjusted total aeronautical
996.05 1,121.69 959.27 828.51 337.25 4,242.78

revenues

Stakeholder comments regarding true-up of the aeronautical revenues for the Second Control Period

3.10.7 Subsequent to the stakeholder consultation process, the Authority has received commentsl views from
various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 101

2021-22 with respect to true-up of the aeronautical revenues for the Second Control Period. The
comments by stakeholders are presented below:

BlAL's comments on true-up of the aeronautical revenues for the Second Control Period

3.10.8 BIAL commented as follows on the disallowance of the aeronautical tariff discounts given by BIAL in
FY21:

• "The Central Government vide notification dt. 23rd Mar 2020 ceased all domestic! International
flight operations (except cargo) from 24th Mar 2020 to 24th May 2020 in the wake of the threat
from the Covid-19 pandemic.

• The Federation of Airlines (FIA) wrote to MoCA requesting for waiver of airport charges. The
Etihad Airways wrote to the Authority vide it letter 16th July 2020 requesting for 100% waiverfor
Landing charges at Mumbai, Del, Blr, Chennai, Cochin & Hyd. The request made by Etihad
Airways was forwarded by Authority to MoCA. who in turn wrote to the concerned airports
including BIALfor reciprocal support to the airlines for recommencement ofoperations.

• In view of the above requests. BIAL had waived the parking and housing charges during the
lockdown period ofRs. 4.26 cr. in FY 21 and O.32 in FY INR 0.32 cr. in FY 21 towards international
recovery linked airline support scheme as a support to the Aviation fraternity.

• The airport is a regulated entity and has suffered severely in the Covid-19 situation and despite
that had accommodated the request of Airlines/ MOCA as being part of the integrated aviation
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ecosystem and offered discount genuinely to help Airlin es who were grounded due to lockdown

situation.

• The Auth ority was aware of the requestfrom the Airlin es and the fact that l'vIOCA has made a

request to the airports for extending support. Despite that . the Authority has taken a stand of

disallowing the discount and adding it to BIAL aeronautical revenue. This stand-by the Authority

is detrim ental to the aviation sector and BIAL request the Authority to take a more holist ic

approach and allow the same as a one-time waiver, given the adverse impact of Covid-19

pandemic. "

Other stakeholder com ments on true-up of aeronautical revenues for the Second Control Period

3.10.9 lATA submitted that commented as follows on the true-up of the aeronautical revenues:
"While support schemes are appreciated. we would like to note that ICAO '.I'policies on charges clearly

state that discounts of fered by airports should not be paid by airlines that are not benefiting from them

(See section II. 3 v) . In this regard, we request AERA to consider aeronautical revenues (gross of

discounts) for the purpose oftrue-ups. "

BlAL's response to stakeholder comments regarding true-up of aeronautical revenues for the Second
Control Period

3.10.10 SIAL subrnitted the following response to the lATA's comment on the true-up of the aeronautical
revenues:

• "Central Government vide notification dt. 23rd Mar 2020 ceased all domestic/Lnternationaljlight

operations (except cargoifrom 24th Mar 2020 to 24th May 2020 in the wake ofthe threatfrom the

Covid-1 9 pandemic.

• Etihad Airways, a memb er oflATo4, wrote to the Author ity vide it letter 16th July 2020 requesting

f or 100% waiverfor Landin g charges at Mumbai, Del. Blr , Chennai, Cochin & Hyd as financial

support f or recommencement of Operations to andfrom Abu Dhabi.

• The requ est made by Etihad Airw ays was forwarded by Authority to IVloCA vide letter dt. 21st

August 2020forjitrther actions. MOCA in turn wrote the concerned airports including BIAL vide

letter dt. 15th September 2020 requesting on details ofthe Action taken for providing reciprocal

support to the airlines for recommencement of operations.

• Further, Federati on ofAirlines (FIA) had written to MoCA even as late as May 2021, requesting

for waiver ofa irport charges along with a numb er ofother requests relating to Airlines. This was

forwarded vis email dt. 17th May 2021 with a requ est as given below:

....... . ... 2. Both airports and airlines are the most important stakeholders in the civil aviation

ecosystem, and it is acknowledged that both 0/ them have been hit hard due to Covid-19 and

passing through a rough phase.

3. In view ofthe above, it is requ ested to suggest in what ways airports can provide assistance to

airlines for their sustainable operat ions and likely impact ofsuch assistan ce on the airport s. "

• In view of the above requests. BIAL had waived the parking and housing charges during the

lockdown period of R.I'. 4.26 crores in FY 21 and R.I'. 0.32 crores in FY21 towards international

recovery linked airline supp ort scheme as a support to the Aviationfraternity.

• The airport is a regulated entity and has suffered severely in the Covid-19 situation and despit e

that had accommodated the request ~f Airlines/ lvlOCA as being part oft he integrated aviation

ecosystem and offered discount gen uinely to help Airlines who were grounded due to lockdown

situation.
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• Having allowed the waiver, it was v(~IJ' nrfortunate that the Authority has taken a stand of
disallowing the discount and adding it to BIAL aeronautical revenue.

• lATA has quoted the ICAO policy in its response above, which states that the discounts offered by

airports should not be paid by airlines that are not benefiting from them. BIAL wishes to submit
that the waiver/discount was given to all airlines without discrimination and the airlines have

directly benefitted by it. Hence the Authority should consider the Waiver! discount provided to the
Airlines in the Covid-19 Pandemic. "

Authority's examination after reviewing stakeholder comments on the true-up of the aeronautical
revenues of Second Control Period

3.10.11 The Authority noted comments of BIAL and lATA and the response by BIAL to IATA's comment on
the aeronautical tariff discounts of INR 4.61 cr. given by the BIAL to the airlines in FY21. The
Authority noted BIAL's submission that it has offered these discounts on account of the requests to
extend support from airlines and MoCA in the wake of the COVID-19 crisis. The Authority appreciates
the efforts taken by BIAL to support the aviation ecosystem by offering tariff discounts to the other
stakeholders in the COVID-19 crisis. However, BIAL is asking for reimbursement of such support. If
the Authority allows such reimbursement of these discounts, then such reimbursement could no more
be termed as discounts but such amount would have to be termed as deferred payment by the users to
whom the discounts were given. If the intention of BIAL at the time of giving discounts to the users
was to consider it as passthrough then it should have entered into an agreement with the users to repay
it at a later date. However, in the absence of such agreement. the Authority cannot permit BIAL to
charge its users to repay its ' discounts' . Therefore, the Authority decides to consider the aeronautical
tariff discounts given by BIAL in FY21 as aeronaut ical revenues for the true-up of the aeronautical
revenues of the Second Control Period.

3.10.12 The Authority has considered the actual aeronautical revenues based on the audited financial statements
for FY21 for true-up of SCP in the final order.

3.10.13 Based on the clarification from BIAL as mentioned in para 3.9.29 relating to land lease rentals from
CGF service providers, the Authority has accordingly revised the aeronautical revenues. Based on the
above, the aeronautical revenues decided by the Authority for the true-up of Second Control Period are
given in the table below:

Table 52: Aeronautical revenues decided by the Authority for true-up of Second Control Period

Particulars (In INR Cr.) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total

Aviation revenues 816.86 926.39 732.18 573.71 230.81 3.279.96

Aviation concession (CGF) revenues 173.16 188.66 219.59 242.57 105.29 929.27

Aero land leases 6.93 7.45 8.36 12.95 13.59 49.27

Total Aeronautical Revenue 996.95 1,122.50 960.14 829.23 349.69 4,258.51

Add: Discounts offered by BIAL 4.61 4.61

Adjusted total aeronautical
996.95 1,122.50 960.14 829.23 354.30 4,263.12

revenues
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3.11 Revised true-up for the First Control Period

Authority's examination and proposal regarding ARR of First Control Period as part of tariff

determination for the Third Control Period

3.1 1.1 CSR expense has been considered as operational expenditure as per the directions of the Hon 'ble

TDSAT judgement dated 16 Dec 2020. These are categorized as common and aero CSR expense is

computed based on the minimum of actual CSR expense and CSR expense based on aeronautical PBT .

3.11.2 Accordingly, the Authority proposes the revised true-up for the First Control Period as follows:

Table 53: Adjustment to true-up of First Control Period as per the Authority

Particulars (INR cr.) 2012 2013 2014 2015 2016 Total

A ero CSR expense (A) -1.16 -1.16

Total CSR impact (B) 0.00 0.00 0.00 0.00 -1.16 -1.16

WACC(C) 10.97% 10.97% 10.97% 10.97% 10.97%

PY factor (0) 1.52 1.37 1.23 1.11 1.00

Total impact - PV as on 31 March
0.00 0.00 0.00 0.00 -1.16 - 1.1 6

2016 (E = B*D)

Overt (under) recovery of First
Control Period as on 31 March

313.62 313.62
2016-(as per Table 8 of the SCP
order) (F)

Adjusted Overt (under) recovery as
312.46 312.46

on 31 March 2016 (G = E+F)

Stakeholder comments regarding true-up of the First Control Period

3.11.3 Subsequent to the stakeholder con sultation process, the Authority has received commentsl views from

various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 101
2021-22 with respect to true-up of the First Control Period. The comments by stakeholders are

presented below:

BIAL's comments on true-up of the First.Control Period

3.1 1.4 BIAL submitted that it notes that the Authority has not reassessed any of the Building Blocks with

respect to First Control Period and it requests the Authority to re-consider the First Control Period true

up considering all matters which are disputed by BIAL.

Other stakeholder comments on true-up of the First Control Period

3.11.5 lATA submitted that commented as follows on the true-up of the First Control Period:

..We note that AERA is implementing the TDSAT decision with regards to CSR. so there is not much
that can be mentioned regarding this item (despite our disappointment for the decision). We agree

how AERA is implementing this decision so that this doesn't come as a simple "pass through" and
therefore support the notion ofallowing the minimum ofactual CSR expenses and CSR expense based
on aeronautical PBT. ..

BIAL's response to stakeholder comments regarding true-up of the First Control Period

3.11.6 BTAL has not submitted response to lATA 's comment.
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Authority's examination after reviewing stakeholder comments on the true-up of the First Control
Period

3.1 1.7 The Authority has taken note of BIAL 's comment on the true-up of the First Control Period. The

Authority has already analysed and reviewed the true-up of the First Control Period in its previous

orders and made the necessary changes as per the Hou 'ble TDSAT judgement dated 16 December

2020. Authority's comments given in Para 3.3.73 related to true-up of the First Control Period may

also be referred to in this regard.

3.1 1.8 The Authority has taken note of the lATA's agreement to the computation of the. aeronautical CSR

expenses.

3.12 Revised true-up for the Second Control Period

DIAL's submission regarding true-up for the Second Control Period

3.12.1 The true-up subm itted by BIAL for the Second Control Period is as shown in the table below:

Table 54: True-up submitted by DIAL for Second Control Period

Aggregate Revenue Requirement FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

Average RA13 2.279.05 2.253.52 2.114.89 2.932.65 4.587.08

FRoR 15.53% 15.53% 15.53% 15.53% 15.53%

Return on RAil 354.03 350.07 328.53 455.56 712.56

Depreciation 198.58 201.84 343.48 240.28 317.94

Operating Expenditure 299.37 330.27 376.73 440.94 456.40

Working Capital Interest 19.83 0.96 0.74 1.03 6.53

Tax 55.53 80.38 42.92 0.00 0.00

Less: Non - Aero Revenue -154.35 -174.80 -204.85 -224.37 -67.16

Add: Concession Fee 32.67 37.06 29.29 22.95 7.80

ARR 805.67 825.77 916.83 936.40 1,434.07

PV Factor 1.00 1.16 1.33 1.54 1.78

PVofARR 805.67 714.77 686.91 607.26 804.99

Actual/ Estimated Collections 816.86 926.39 732.18 573.71 187.11

PV of Aero Revenue 816.86 801.86 548.57 372.06 105.03

Under/Over Recovery -1.682.48

Under/Over Recovery till beginning
-1,737.34

ofCP3

Total

1.302.12

1.903.71

29.09

178.83

-825.53

129.77

4,918.74

3.619 .60

3.236.2 5

2.644.38

-1.682.48

-1,737.34

Authority's estimate of Aggregate Revenue Requirement as per tariff order for the Second Control
Period

3.12.2 The authority had estimated the ARR for the Second Control Period in the tariff order of Second

Control Period as shown in the table below:

Table 55: ARR determined by the Authority as per tariff order for Second Control Period

Aggregate Revenue Requirement-
FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

AERA

Average RAll 2,236.67 2.312.63 2.787.08 4.258 .27 7.707.87

FRoR 11.93% 11.93% 11.93% 11.93% 11.93%

Return on RAil 266.73 275.79 332.36 507.81 919.18

Depreciati on 188.44 199.40 394.07 305.24 451.05

Total

1.538.20
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Aggregate Revenue Requirement-
FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total

AERA

Operating Expenditure 323.36 357.26 395.60 443.58 515.26 2,035.06

Working Capital Interest 21.54 2.73 13.48 13.76 13.10 64.61

Tax 71.34 97.04 0.00 0.00 0.00 168.38

Less: Non - Aero Revenue -108.19 -130.03 -130.54 -141.15 -154.20 -664.11

ARR 763.21 802.18 1,004.97 1,129.23 1,744.39 5,443.98

Add: Over recovery for previous CP -313.62 -313.62

Total ARR recalculated by Authority 449.60 802.18 1,004.97 1,129.23 1,744.39 5,130.37

Discounted value of ARR 449.60 716.71 802.23 805.38 1,111.56 3,885.48

Actual/proposed collections 997.27 1.122.30 903.93 758.11 978.03 4.759.64

Discounted value of co llections 997.27 1,002.72 721.57 540.69 623.22 3,885.47

Authority' examination and proposal regarding ARR as part of tariff determination for the current

control period

3.12.3 Authority based on the examination of various building blocks based on actuals, has determined the
ARR for the Second Control Period.

3.12.4 The Authority notes that Hon' ble TDSAT had passed an interim order on 141h March 2019 permitting
BIAL to collect UDF of First Control Period for a limited period of four months (161h April 2019 to
151h August 2019). Accordingly, the authority had passed the order vide "Amendment to Order
18/2018-19" dated 4'h April 2019 as follows:
"4.1.1. The UDF rates for Domestic and International embarking passengers shall be Rs.306 and

Rs.I 226 respectively instead 0/ Rs. /3 9 and Rs. 558/or domestic and Internat ional embarking

passengers respectively . /01' the ticket procured during limited period from 16th April 2019 to 15th

August 201 9.

4.1.2. BIAL shall maintain a separate bank account wherein the excess UDF collections. together with

any income viz Interest thereon shall be deposited and maintained.

4.1.3. BIAL shall use thefunds fro m the said bank account only/or the pilip ose ofCapital Expendit ure

/01' the expansion project and after al! the other sources of funding are exhausted. "

3. 12 .5 BIAL has collected approximately INR 101.91 cr. from higher UDF during the period from 16 April
20 19 to 15 August 20 19. BIAL has submitted the auditor certificate in this regard. BIAL has added the
excess UDF collection to the aeronautical revenues for true up of the Second Control Period. The
Authority proposes to consider the excess UDF collection to the aeronautical revenues for true-up of
the Second Control Period.

3.12.6 Considering the various proposals of the Authority for the building blocks concerning Second Control
Period, the true-up for the Second Control Period computed by the Authority is as follows:

Table 56: True-up proposed by the Authority for the Second Control Period

Proposed ARR (lNR cr.) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total

Average RAB (A) (refer
2,23 1.13 2.209.64 2.116.74 2.9 17.57 3.937.02

Table /6)

FRoR (B) (refer Table 25) 11.74% 11.74% 11.74% 11.74% 11.74%

Return on RAB (C = A* 8 ) 262.00 259.47 248.56 342.60 462.3\
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Proposed ARR (INR cr.) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total
Depreciation (D) (refer

187.19 189.82 276 .14 192.86 249.71 1.095.72
Table 30)

Operating Expenditure (E)
283.59 314.08 331.52 389.51 395 .28 1.713.98

(reteI' Table 38)

Working Capital Interest (F) 19.83 0.96 0.74 1.03 6.04 2&.59

Tax(G) (refer Table -13) 65.35 89.62 42.69 16.18 0.00 213.83

Gross ARR (H =
817.95 853.95 899.65 942.18 1,113.34 4,627.07

C+D+E+F+G)
Less: Non- Aero Revenue

-110.51 -132.62 -160.81 -156.2& -43.77 -603.99
(I) (refer Table 48)

Add: Concession Fee (1) 39.63 44.62 3&.11 32.85 13.21 16&.41

Over-recovery of FCP(as on
31 March 20 17)(K) (refer -349 .15
Table 53 and note below')

ARR (L = H+I+J+K) 397.93 765.94 776.95 818.75 1,082.78 3,842.35

Actual/proposed
collections (M) (refer Table 996.05 1,121.69 959.27 828.51 337.25 4,242.78
5/)

-
(Under)! Over recovery (N

598.13 355.75 182.33 9.76 -745.53 40Q.43
= M-L)

PV Factor (0) 1.74 1.56 1.40 1.25 1.12

(Under)! Over recovery as
on 3I March 2022 1,042.05 554.65 254.40 12.19 -833.08 1,030.21
(P=N*O)
• Over-recovery ofF er given in Table 53 is as on 31 March ~o 16 which has been carried forward to 31 March ~o 17 lor addition to the ARR of FY17;

hence. the over-recovery amount of INR 349.14 has been arrived

3.12.7 The Authority notes that there is an over recovery in the Second Control Period on account of the
following:

• Due to delay in capitalization of projects resulting in reduced RAB and depreciation from FY19

till FY21.

• Due to higher aeronautical revenue as compared to the forecast in the Second Control Period order,
resulting in over-recovery

3.12.8 The Authority has used estimated figures for FY 2021 for various building blocks for true-up of the
Second Control Period as the audited financial statements of FY 2021 were not available at the time of
release of this Consultation Paper. This is done to avoid delay in the tariff determination exercise for
the Third Control Period and the Authority shall use the audited financial statements of FY 2021 in the
final Tariff Order.

Stakeholder comments regarding true-up of the Second Control Period

3.12.9 Subsequent to the stakeholder consultation process, the Authority has received commentsl views from
various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 101
2021-22 with respect to true-up of the Second Control Period. The comments by stakeholders are
presented below:

BIAL's comments on true-up of the Second Control Period

3.12.10 BIAL has not submitted comments to this section.
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Other stakeholder comments on true-up of the Second Control Period

3.12.11 lATA submitted that though the over-recovery as calculated in Table 46 of the Consultation Paper
helps in lowering the pressure for increase in charges for the Third Control Period, the over-recovery
amount could be reviewed based on the comments provided by lATA.

3.12.12 FIA submitted that as per Table 46 of the Consultation Paper, it appears that in the Second Control
Period, SIAL has made an over recovery of INR 1030.21 Cr., excluding pre control period shortfall.
As mentioned by AERA, such over recovery is primarily due to delay in capitalisation of projects and
higher aeronautical revenue of SIAL as compared to forecast in the Second Control Period. In view of
the above, FIA submitted that AERA and airport operators should undertake appropriate measures to
ensure that there are no/minimal cases of over recovery, which will assist in lowering the burden of
tariff on airlines/passengers.

BIAL's response to stakeholder comments regarding true-up of the Second Control Period

3.12.13 SIAL has not submitted response to the comments of FlA.

Authority's examination after reviewing stakeholder comments on the true-up of the Second Control
Period

3.12.14 The Authority has taken note of IATA's and PIA's comment 011 the true-up of the Second Control
Period to minimize the cases of over-recovery for airports. The Authority undertakes a forecast of the
building blocks and traffic at the start of the control period which may not hold true during the control
period. Therefore, there are chances of over-recovery or under-recovery for the airport based on the
actuals at the end of the control period. However, the Authority submits that it undertakes all possible
analysis and review to prepare a reasonable forecast of the traffic and building blocks for the control
period so that the under-recovery/ over-recovery is kept to the minimum.

3.12.15 Considering the various decisions of the Authority for the building blocks concerning Second Control
Period after the examination of the stakeholder comments, the true-up for the Second Control Period
decided by the Authority is as follows:

Table 57: True-up decided by the Authority for the Second Control Period

Proposed ARR (INR cr.) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total
Average RAB (A) (refer

2,230.39 2.208.81 2.121.02 3.073.80 4.257.04 13.891.05
Table 18)

FRoR (B)(refer Table 26) 11.76% 1.1.76% 11.76% 11.76% 11.76%

Return on RAB (C =A*8) 262.30 259.76 249.44 361.49 500.64 1.633 .64
Depreciation (D)(refer

188.67 191.33 277.88 199.34 270.23 1.127.44
Table 31)

Operating Expenditure (E)
282.35 313.15 332.18 397.08 362.57 1.687.33

(refer Table -10)

Working Capital Interest (F) 20.69 1.86 1.30 2.26 3.15 29.26

Tax (G)(refer Table -1-1) 65.47 89.64 52.10 13.61 -2.59 218.24

Gross ARR (H =
819.48 855.75 912.90 973.78 1,134.00 4,695.90

C+D+E+F+G)
Less: Non- Aero Revenue

-110.24 -132.38 -160.55 -156.07 -50.71 -609.95
(I) (referTable -19)

Add: Concession Fee(1) 39.67 44.65 38.14 32.88 13.99 169.32
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• Over-recovery ofFer given 111 Table 53 IS as on 31 March 2016 whichhas been carried forward to 31 March 2017 for addition to the ARR ofFYl7;
hence, the over-recovery amount of INR 349.25 has been arrived

. -
Proposed ARR (INR cr.) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total

. -
Over-recovery ofFep (us on
31 March 2017) (K) (refer -349.20

Table 53 and note below')

ARR (L = H+I+J+K) 399.70 768.02 790.49 850.59 1,097.28 3,906.08

Actual/proposed
collections (M) (refer Table 996.95 1,122.50 960.14 829.23 354.30 4,263.12
52)

(Under)/ Over recovery (N
597.25 354.48 169.65 -21.36 -742.98 357.04

=M-L)

PY Factor (0) 1.74 1.56 1.40 1.25 1.12

(Under)/ Over recuvery as
on 31 March 2022 1,041.35 553.02 236.81 -26.68 -830.36 974.14
(P=N*O)

. .

3.13 Authority's decisions regarding True-up for the Second Control Period

Based on the material before and its analysis, the Authority has decided the following with regards to the

true-up for the Second Control Period:

3.13.1 To consider the aeronautical RAB as per Table 18 for true-up of the Second Control Period

3.13.2 To consider depreciation as per Table 31 for true-up of the Second Control Period.

3.13.3 To consider WACC as per Table 26 for true-up of the Second Control Period

3.13.4 To consider aeronautical operating expenditure as per Table 40 for true-up of the Second Control

Period

3.13.5 To consider aeronautical taxation as per Table 44 for true-up of the Second Control Period

3.13.6 To consider non-aeronautical revenues as per Table 49 for true-up of the Second Control Period

3.13.7 To consider aeronautical revenues as per Table 52 for true-up of the Second Control Period

3.13.8 To consider the adjustment to the First Control Period true-up as per Table 53 for true-up of the Second

Control Period

3.13.9 To carry forward the over-recovery amount of2"d control period ofINR 974 .14 cr. as on 31 March

2022 (excluding pre-control period shortfall) as per Table 57 to the Third Control Period
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4 TRAFFIC PROJECTIONS FOR THIRD CONTROL PERIOD

4.1 BlAL's submissions regarding traffic projections for the Third Control Period

4.1.1 BIAL in its submission on traffic for the Third Control Period has given emphasis on the impact covid

19 has had on the aviation sector as well as on the future outlook of the sector.

4.1 .2 BIAL has given the following submission with regards to the impact of covid-19 on aviation and

tourism:

• The economic slowdown caused due to lockdowns aimed at curbing the pandemic is expected to

adversely impact business related travel as well as VFR (visiting family and relatives) and leisure

travel.

• Air travel demand continues to be significantly lower as compared to 2019.

• The recovery of the sector depends on the financial conditions of the airlines.

• The combination"of economic uncertainty and fear of infection would result in low demand for

leisure travelers. Work trips are also going to be impacted on the business side as meetings using

video conferencing will be the new norm during the pandemic.

4.1.3 BIAL has also mentioned some challenges that the airports will be facing riming the pandemic:

• The additional processes like temperature control on arrival and/or departure; Health certificate

check, etc . have led to additional time in these processes.

• There is increased processing time on account of additional checks / questions at check-in passport

control etc., limitation ofdrop-off positions at security control decreasing the throughput, Delayed

boarding and deboarding etc.

• The need for adherence to social distancing has resulted in reduction of handling capacity

/throughput per checkpoint, Reduction of holding capacity in gate lounges and higher load on

seating areas in gate hold room with fewer passenger opting for F&B, retail areas.

• There is changed passenger flow in the airport and the re-organization changes the passenger load

on areas, entries, transportation elements etc.

4.1.4 As a result, BIAL submitted that a significant drop in overall traffic is expected for FY21 and a

complete/strong recovery during FY22 may not be possible. Accordingly, the basis of projections of

traffic submitted by l3IAL in its MYTP submission is as follows:

• Traffic in FY22 will increase by over 150% and by another 36% in FY23 . These assumptions are

on the basis that there will be no lockdown or disruptions to scheduled air travel during these years

as well as a covid-19 vaccine or cure would be available which would enable travellers to resume
flying like pre-covid times.

• Post FY23, the traffic for the remaining period of the Third Control Period is expected to grow in

line with the growth trend witnessed at BIAL during FY 15 to FY20 i.e. 17.4% growth for domestic

trafficand 9.3% for international traffic .

4.1.5 Accordingly, the traffic forecast submitted by BIAL in its MYTP submission is given in the table

below:
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Table ~M: Traffic forecast submitted by BIAL for the Third Control Period

Traffic FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 Total

Passenger Traffic (In Million)

Domestic Traffic 18.00 23.90 28.06 32.95 38.68 141.59

International Traffic 2.63 4.09 4.47 4.88 5.34 21.41

Total Traffic 20.62 27.99 32.53 37.83 44.02 162.99

Air Traffic Movements (ATMs) (in Thousands)

Domestic ATMs 148.07 189.97 218.42 252.02 290.88 1,099.36

International ATMs 20.85 26.22 28.56 31.30 34.27 141.20

TotalATMs 168.92 216.19 246.98 283.32 325.14 1,240.55

Cargo Truffle (in MT)

Domestic Cargo 121,000 151,000 167,610 186,047 206,512 832,169

International Cargo 208,000 243,000 269,730 299,400 332,334 1,352,464

Total Cargo 329,000 394,000 437,340 485,447 538,847 2,184,634

4.2 Authority's examination regarding traffic urojections for the Thin) Control Period

4.2.1 The Authority noted the submissions of BIAL related to traffic. The Authority analyzed the

submissions of BIAL and noted the year on year growth rate as well as recovery w.r.l. FY20 levels

(pre-covid levels) as follows:

Table 59: Passenger traffic analysis by the Authority on BIAL's submission

Total
FY 2020 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 (FY22 -

Traffic (In Million) FY26)

Domestic 27.78 7.41 18.00 23.90 28.06 32.95 38.68 141.59

Growth Rate -73% 143% 33% 17% 17% 17%

Domestic Traffic as %
of FY20 domestic 27% 65% 86% 101% 119% 139%
traffic

International 4.58 0.59 2.63 4.09 4.47 4.88 5.34 21.41

Growth Rate -87% 347% 56% 9% 9% 9%

International Traffic
as % of FY20 13% 57% 89% 98% 107% 117%
international traffic

Total 32.36 8.00 20.62 27.99 32.53 37.83 44.02 162.99

Growth Rate ·75% 158% 36% 16% 16% 16%

Total Traffic as % of
25% 64% 86% 101% 117% 136%

FY20 total traffic

Table 60: ATM traffic analysis by the Authority on BIAL's submission

Total
FY 2020 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 (FY22 -

ATMs (In 000') FY26)
Domestic passenger

200 65 145 187 216 250 289 1087
ATMs

Growth Rate -67% 122% 29% 16% 16% 16%
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Domestic ATMs as %

of FV20 domestic

ATMs

International passenger

ATMs

Growth Rate

International ATMs

as % ofFV20

international ATMs

Total passeng er ATMs

Growth Rate

Total ATMs as % of

FY20 total ATMs

Domestic cargo ATMs

International cargo

ATMs

Total ATMs

26

226

3

3

231

33%

5

-82%

18%

70

-69%

31%

4

5

78

7:3%

16

243%

62%

161

130%

71%

3

5

169

94%

22

39%

86%

209

30%

93%

3

4

216

108%

24

8%

93%

240

15%

106%

3

4

247

125%

26

9%

102%

276

15%

122%

2

5

283

145%

29

9%

111%

317

15%

141%

2

5

325

117

1203

13

23

1240

Table 61: Cargo traffic analysis by the Authority on BIAL's submission

Total
FY 2020 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 (FY22-

Cargo Traffic (In MT) FY26)

Domestic 150,088 81,927 121,000 151,000 167,610 186,047 206,512 832,169

Growth Rate

Domestic cargo traffic

as proportion of FY20

domestic cargo traffic

International

Growth Rate

International cargo

traffic as proportion

of FY20 international

cargo traffic

Total cargo

Growth Rate

Total cargo traffic as

proportion of FY20

total cargo traffic

224,093

374,181

-45%

55%

171,400

-24%

76%

253,327

-32%

68%

81%

208,000

21%

93%

329,000

30%

88%

25%

101%

243,000

17%

108%

394,000

20%

105%

112%

269,730

11%

120%

437,340

11%

117%

11%

124%

299,400

11%

134%

485,447

11%

130%

11%

138%

332,334 1,352,464

11%

148%

538,847 2,184,634

11%

144%

4.2 .2 The Authority noted the following from the above analysis:

• BIAL has projected the domestic passenger traffic recovery (FY20 levels) sometime in FY24. The
growth rate post recovery .till FY26 is the 5-year (FYI 5-FY20) CAGR i.e. 17.4%

• BIAL has projected the international passenger traffic recovery (FY20 levels) sometime in FY25.
The growth rate post recovery till FY26 is the 5-year (FYI5-FY20) CAGR i.e, 9.3%

• BIAL has projected the domestic ATM traffic recovery (FY20 levels) sometime in FY24. The
growth rate post recovery tiII FY26 is the 15.4%

• BIAL has projected the International ATM traffic recovery (FY20 levels) sometime in FY25. The
growth rate post recovery till FY26~%
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• BIAL has projected the domestic cargo traffic recovery (FY20 levels) sometime in FY23. The
growth rate post recovery till FY26 is the I 1%

• BIAL has projected the international cargo traffic recovery (FY20 levels) sometime in FY23. The
growth rate post recovery till FY26 is the II %

4.2.3 The Authority has forecasted the passenger, ATM and cargo traffic for the Third Control Period taking

into account the historical growth, future growth prospects and impact of Covid-19 on the aviation

sector.

Passenger Traffic forecast

4.2.4 The forecast for passenger traffic for the Third Control Period is based on the following:

• Passenger traffic for FY21 is based on actuals (source: AAI traffic news)

• The Authority projects the domestic passenger traffic to recover to pre-covid levels by FY23. Post

recovery, the domestic passenger traffic is expected to grow at 17.4% (FY 15-FY20 CAGR)

• The Authority estimates the international passenger traffic to recover to pre-covid levels by FY24

largely due to the restrictions imposed by the various countries and reduced demand considering

increased risk of picking up the infection. Post recovery, the international passenger traffic is

expected to grow at 9.3% (FYI5·FY20 CAGR).

4.2.5 Based on the above analysis, the forecasted passenger traffic proposed by the Authority for the Third

Control Period is given in the table below:

Table 62: Passenger traffic considered by the Authority for the Third Control Period

Total

Traffic
FY FY FY FY FY FY FY (FY22

2020 2021 2022 2023 2024 2025 2026
FY26)

Domestic Passengers (In Million)

Pax as per BIAL 27.78 7.41 18.00 23.90 28.06 32.95 38.68 141.59

Proposed traffic as per
27.78 10.45 18.61 30.01 35.23 41.36 48.55 173.76

Authority

BIAL submission as % of FY20
27% 65% 86% 101% 119% 139%

traffic

Proposed traffic as per Authority
38% 67% 108% 127% 149% 175%

as % of FY20 traffic

International Passengers (In Million)

Pax as per BIAL 4.58 0.59 2.63 4.09 4.47 4.88 5.34 21.40

Proposed traffic as per
4.58 0.47 2.63 4.09 4.58 5.00 5.47 21.76

Authority

BIAL submission as % of FY20
13% 57% 89% 98% 107% 117%

traffic

Proposed traffic as per Authority
10% 57% 89% 100% 109% 119%

as % ofFY20 traffic

Total Passengers (In Million)

Pax as per BIAL 32.36 8.00 20.62 27.99 32.53 37.83 44.02 162.99

Proposed traffic as pel' the
32.36 10.91 21.24 34.09 39.81 46.36 54.02 195.52

Authority
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Total

Tl'affic
FY FY FY FY FY FY FY (FY22

2020 2021 2022 2023 2024 2025 2026 -
FY26)

BIAL submission as % of FY20
25% 64% 86% 101% 117% 136%

traffic
Proposed traffic as per the

34% 66% 105% 123% 143% 167%
Authority as % ofF Y20 traffic

Air Traffic Movements (ATM) forecast

4.2.6 The Authority noted that the ATM traffic is expected to recover faster than the passenger traffic as
airlines will deploy.the additional capacity in anticipation of the passenger traffic demand.

4.2.7 Accordingly, the forecast for ATM traffic for Third Control Period is based on the following:

• ATM traffic for FY21 is based on actuals (Source: AAI traffic news).

• The Authority has projected the ATMs based on the passenger! ATM for passenger ATMs and
cargo / ATM for cargo ATMs.

• The Authority has computed the passenger ATMs based on the Passenger Load Factor (PLF) and
weighted average seating capacity as submitted by BIAL. The same is produced in the tables below
for reference:

Table 63: PLF and weighted average seating capacity considered by the Authority

Particulars FY 2020 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026

Domestic PLF (in %) 92.11 % 75.27% 82.20% 84.67% 86.00% 87.32% 88.64%

International PLF(in %) 80.43% 57.39% 74.67% 83.83% 84.47% 84.47% 84.47%
Weighted average domestic

lSI lSI lSI lSI lSI lSI lSI
seating capacity
Weighted average

219 219 219 219 219 219 219
international seating capacity

• Accordingly, similar to domestic passenger traffic recovery, the Authority projects the domestic
ATMs to recover to pre-covid levels by FY23.

• Similar to international passenger traffic recovery , the Authority projects the international ATMs
to recover to pre-covid levels by FY24.

4.2.8 Based on the above, the ATM traffic projected by the Authority for the Third Control Period is as
follows:

Table 64: ATM traffic considered by the Authority for the Third Control Period

FY FY FY FY FY FY FY
Total

Traffic
2020 2021 2022 2023 2024 2025 2026

(FY22-
FY26)

Dam ATMs(In '000)

ATMs as per BIAL 202.06 68.93 148.07 189.97 21 8.42 252.02 290.88 1,099.35
Proposed ATMs as per the

102.46 153.04 237.64 273.75 315.95 364.76 1,345.15
Authority

BIAL submission as % of
34% 73% 94% 108% 125% 144%

FY20 ATMs
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Proposed A'J'Ms as per the
Authority AS % ofFY20 51% 76% 118% 135% 156% 181 %
ATMs

Int ATMs (In '000)

ATMs as per SIAL 29.00 9.47 20.85 26.22 28.56 31.30 34.27 141.20

Proposed ATMs as per the
11.19 20.85 26.43 29.40 32.22 35.27 144.17

Authority

SIA L submission as % of
33% 72% 90% 99% 108% 118%

FY20 ATMs
Proposed ATMs as per the
Authority as % of FY20 39% 72% 91% 101% 111% 122%

ATMs

Total ATMs (In '000)

ATMs as per SIAL 231.05 78.40 168.92 216.19 246.98 283.32 325.14 1,240.55

Proposed ATMs as per the
113.65 173.89 264.07 303.15 348.17 400.04 1,489.32

Authority

SIAL submission as % of
34% 73% 94% 107% 123% 141 %

FY20 ATMs

Proposed ATMs as per the
Authority as % of FY20 49% 75% 114% 131 % 151 % 173%
AIMs

Cargo forecast

4.2.9 The Authority noted from the actual cargo traffic for FY21 for BIAL that the cargo traffic at BIAL has

not been impacted by COYID-19 pandemic to the same extent as passenger and ATM traffic.

4.2.10 The forecast of cargo traffic for Third Control Period is based on the following:

• Cargo traffic for FY21 is based on actuals (Source: AAI traffic news)

• The Authority estimates the domestic cargo traffic to pre-covid levels by FY23.

• The Authority estimates the interna tiona l cargo traffic to pre-covid levels by FY22.

4.2.11 Based on the above, the cargo traffic projected by the Authority for the Thi rd Control Period is as

follows:

Table 65: Cargo traffic considered by the Authority for the Third ControlPeriod

FY FY FY FY FY FY FY Total
Traffic 2020 2021 2022 2023 2024 2025 2026
Domestic Cargo (in
MT)

Cargo traffic as per
150,088 81,927 121 ,000 151,000 167,610 186,047 206,512 832,169

SIAL

Proposed tr affic as per
119,104 148,880 165,257 183,435 203,613 226,010 927,195

Authority

SIA L submission as %
55% 81% 101% 11 2% 124% 138%

ofFY20 cargo

Proposed cargo as per
Authority as % of FY20 79% 99% 110% 122% 136% 151 %
cargo

International Cargo (in
MT)
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Cargo traffic as per
224,093 171,400 208,000 243,000 269,730 2<)9,400 332,334 1,352,46.'i

BIAL

Proposed traffic as per
207,568 230,400 255,745 283,876 315,103 349,764 1,434,888

Authority

BIAL submission as %
76% 93% 108% 120% 134% 148%

of FY20 cargo

Proposed cargo as per
Authority as % of PY20 93% 103% 114% 127% 141% 156%

cargo

Total Cargo (in MT)

Cargo traffic as per
374,181 253,327 329,000 394,000 437,340 485,447 538,847 2,184,634

BIAL

Proposed traffic as per
326,672 379,280 421,001 467,311 518,716 575,774 2,362,084

Authority

BIAL submission as %
68% 88% 105% 117% 130% 144%

ofFY20 cargo

Proposed cargo as per
Authority as % of PY20 87% 101% 113% 125% 139% 154%

cargo

4.3 Stakeholder comments regarding traffic projections for the Third Control Period

4.3.1 Subsequent to the stakeholder consultation process, the Authority has received comments/ views from

various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 10/

2021-22 with respect to traffic projections for the Third Control Period. The comments by stakeholders

are presented below:

BIAL's comments on traffic projections for the Third Control Period

4.3.2 BIAL has proposed the total passenger traffic of 174.90 mppa for the third control period based on its

evaluation. The comments from BIAL with regards to the traffic forecast are given below:

• "BIAL acknowledges that, under the prevailing circumstances, neither BIAL nor the Authority or

any aviation agency has a provenframework which can be utilized to forecast the aviation sector 's

recovery with a high degree ofcertainty, as Covid-I9 has had impacts at hitherto unseen levels in

the history ofglobal travel/transport and particularly, aviation.

• The Authority's proposal that

• BIAL 's domestic passenger numbers wouldgrow from 27. 78million annually in FY2020 (pre

covid) to 48.55 million annually in FY2026, implying a 1.75X growth in 5 years and

• International passenger traffic will return to FY2020 (pre-covid 19) levels by FY 24, appears

to be highly over-optimistic and will certainly ensure that BIAL would be faced with an under

recovery ofARR during the ]'" Control period which needs to be trued up in the subsequent

control period.

• Any under recovery ofARR would result in BIAL defaulting on its loan covenants that need to be
maintained under the Financing Agreements executed with project lenders for the Expansion

Project . This may also result in downgrading ofBIAL 's credit rating and result in the increase in
the cost ofdebt that BIAL has been able to negotiate with the banks.

• It appears that the Authority has significantly underestimated the impact ofthe 2"d wave ofCovid
19 while forecasting the Traffic projections for BIAL. In direct contrast to the approach adopted

for BIAL, Authority has consider'!f1,.1 . ct of2"d wave ofCovid-I9 while forecasting the traffic
r~~·l~ rli fitt"r",-(.), »;
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projections ofHyderabad Airport, whose Consultation Paper was published by AERA on 2'1<' July

2021 (l0 days after BIAL 's Consultation Paper was published).

• Given the above background, BIAL strongly believes that more realistic assumptions need to be

usedfor projecting Trafficfor the 3,,1 Control Period. We believe that the passenger traffic across

3"1 Control Period at B1AL may vary between 162.5 to 175 million pax (i.e., projections shared

along with MYTP submission as well as part of the Annual tariff submission). Our realistic case

still continues to be the traffic submitted in the MYTP document (i.e. 162.5 million pax), while our

high case is 175 million pax as submitted in the ATP submissions. Even though recovery is likely

to take significantly longer than being estimated by aviation stakeholders, we are sharing our high

case passenger traffic projection for AERA 's consideration CIS we understand the potential impact

on airlines / passengers ofa higher tariff. The projection considers the impact of the 2"" wave as

well as views adopted by AERA while forecasting traffic for other PPP airports.

• Further, given the resilience ofCargo operations during the pandemic, BIAL's accepts the cargo

traffic forecast proposed by AERA.

Actual Traffic for QI FY2022 @ RIAL:

• B1AL's Q1 FY2022 traffic has been adversely impacted by the rapid rise in Covid-19 cases during

the second Covid-19 waw and continuing impact of lockdowns in Karnataka and India. B1AL's

daily average domestic pax traffic plummetedfrom -51,000 in Feb '21 to -12,000 pax in May'21 .

The domestic traffic mildly recovered to -16,700 daily pax in Jim '21. During Q1 FY2022, B1AL

achieved a domestic pax traffic of 1.95 mil. which is only 28% recovery compared to the FY2020
traffic.

• International pax traffic remained subdued constituting only a 10% recovery to FY2020 levels due

to continued suspension of scheduled international operations in India and various travel

restrictions announced by different countries in view ofrising Covid-19 cases in India in Q1.

Details Ql FY2021-22 % recovery to FY2020 levels

Pax in Millions

Domestic / .95 28%

International 0.12 /0%

Total 2.07

To/al ATM ('000)

Domestic 22.53 45%

International 3./9 49%

To/al 25.71

RIAL '05 Updated Traffic Projections:

Background:

Domestic passenger traffic:

• When B1AL had submitted its traffic projections as part of MYTP in July 2020, the drivers that

underpinned our submissions (Paragraphs 8.1.9 to 8.1.11 ofthe MYTP) were:
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• Traffic would be impactedfor an indeterminate period with most agencies suggesting 3-4 years
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• The steep increase in passenger traffic for FY2022 & FY2023, were based on the assumptions

that (i) there will be no lockdown or disruptions to scheduled air travel in this period; (ii) there

would be rapid Covid-19 vaccinations; or (iii) a cure would be available in the medium-term,

which would enable travelers to resume flying at pre-covid levels.

• FY2020 traffic levels would be reached in FY2024 and post FY2024, traffic would grow at

high historically high growth rates as witnessed by B1AL during FY15-20.

• These projections were also based on the assumption that there would be no impact of

subsequent waves ofCovid-19 infection in the country which would enable steady recovery in

traffic.

• While domestic traffic recovery did recover briefly during the period Nov'20 - Feb '21. the

enormity ofthe 2"" Covid-Iv wave in India saw passenger traffic in May '21 dip to levels last seen

in May '20 and Jun '20. The high case load andfatalities in the second Covid-19 wave across India

and particularly in Karnataka and Bengaluru, resulted ill:

• Government of India / DGCA capping aircraft movements to 50% from the previous 80% enacted

in January 2021

• Government ofKarnataka placing stringent curbs on movement ofpeople to cuttuil the spread of
the 2'''/ wave

• Beyond government action, passenger / consumer confidence has taken a sharp hit and continues

to be soft, based on repeated warnings from the Government ofIndia and expert task forces about

an impending 3"/ Covid-19 wave as well as due to reduction in disposable income levels as a result

ofthe economic fallout ofthe Covid-19 pandemic.

• The economic growth forecast for India for FY22 has also been revised downward with SBI

lowering its growth forecast for FY2022 from 11% to 7.9%, Reserve Bank of India lowering its

forecast to 9.5%, while the World Bank has lowered the forecast to 8.3%. Apartfrom the worsening

macro-economic environment, recovery in business traffic continues to be soft and with corporates

adopting a hybrid work culture, business air travel is expected to be a laggard. Historically, BLR

Airport 's domestic traffic has been driven by corporate / business travel (almost -78% of traffic

between FY 20 16-19) and this is the sector that has been most affected by the Covid Pandemic. As

a result, we expect to see some permanent erosion ofdemand in the short to medium-term.

• A survey by EY and ICF in September 2020 suggested that business travel goingforward would be

limited to business development activities only. The latest survey ofEY (done in Jun '21) canvassed

the attitudes to existing work practices, with employee respondents broadly positive about the

impact ofremote working. 76% ofemployees prefer flexibility in where they work and want to be

able to workfrom home for 2-3 days ill a week. Based on recent reports by ICRA, CRISIL and

CAPA released in QI FY2022, the second Covid-19 wave is expected to delay the traffic recovery

in India.

• With this backdrop and based on traffic seen in QI of FY2022 and projected recovery rates (as

observed after the first wave, as you are aware was milder in terms of impact) , BIAL expects

FY2022 domestic passenger traffic would probably be closer to 14.3 million (as against 18 million

projected in MYTP submissions), i.e., -51% of FY 20 levels.

• As part ofour update ofthe Traffic projections, BIAL has also reviewed the stance adopted by the

Authorityfor other major PPP airports viz., DIAL and MIAL. We note that AERA felt it appropriate
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on 30lh December 2020 and 27'h February 2021 to consider that both airports will witness a 100%

recovery in domestic traffic in FY 23.

• Given the crushing impact of Covid-19 2"" wave (which manifested itselfpost the publication of

the tariff orders for DIAL & MIAL), it is only logical to assume that traffic recovery projections

for India nationally, would need to be calibrated downward.

• We have also perused the latest guidance published by ACI, lATA and leading aviation consultants

ICF on recovery ofaviation sector. Their views are as under:

• ACI - In their report published December 2020, ACI estimated that domestic traffic may

recover by Calendar Year 2023 (which translates to FY 24)

• lATA: In their economic report dated 26th May, lATA suggests that aviation sector may

recover to 88% levels of Calendar Year 2019 by Calendar Year 2022. Since Indian aviation

sector uses the fiscal year, the periods can be mapped to 88% recovery of FY 20 levels by FY

23.

• ICF: In their latest publication dated June 2021, ICF expects Asia pacific geographies

(excluding China) to reach pre-Covid-lv levels in 3 years 5 months (which would translate to

mid FY 24).

• We would request the Authority to adopt an approach similar to what has been laid down in DIAL

and MIAL tariff orders with 100% domestic traffic recovery in FY 23 for BIAL, followed by

historical CAGRfor the balance tenure ofthe 3rd control period.

• It is to be noted that the choice ofhistorical CAGR by BIAL is built on the assumption that after a

3-year recovery period, the industry and the Indian economy would be primed for rapid aviation

growth and should not be used in isolation while ignoring the 'base effect',

Domestic ATM traffic:

• Further, the Authority has stated that airlines shall deploy higher capacities in expectation of

demand which has resulted in lower Pax/ ATM assumption in the proposed traffic. However, there

is a need to review this assumption based onfollowing:

• Indian airlines are expected to register second consecutive year oflosses in FY 22 given the impact

of 2,/(1 Covid-19 wave. The adverse stress on the cashflows due to lower traffic is expected to

severely impact the ability ofIndian airlines to add significant new capacity.

• Most of the recent aircraft deliveries by Indian airlines are for replacing the fleet of their older

aircrafts instead ofadding incremental capacity.

• Further, most of the new capacity addition by Indian airlines is expected to be deployed to the

international sector, post recovery in future.

• As such, while supply is expected to lead demand till recovery to pre-covid level (i.e., FY 23 as

assumed by AERA), there is no reason to believe that the airlines will continue to add capacity in

domestic sector if Pax/ATM levels don't rise to pre-covid levels. We expect that Dam Pax/ATM

shall reach the pre-covid levels (Average of137 during FY 18 to FY 20) faster and the same has

beenfactored in our revised assessment.

Internatlonal passenger traffic:
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• The international passenger traffic recovery journey is expected to be more complicated and

dependent largely all border control protocols and harmonized and mutually acceptable travel

protocols across regions - something that remains elusive as on date.

• Prior to the 2nd Covid-19 wave, GoI had managed to establish 'travel-bubble' arrangements with

21 countries. Post the 2"'/wave, the number ofcountries permitting entry ofindian travelers has

dropped from the already truncated list. Even though the number ofCovid-19 cases in india has

dropped significantlyfrom the peak reached in May 2021, the daily case numbers are still amongst

the highest in the world and may prove to be a deterrent to expeditious reinstatement of

international travel bubbles or scheduled operations.

• Our review ofguidance published by aviation experts points to a slow recovery:

• Review ofiCAO 's latest publication dated 22'/(/ June 2021 suggests that international recovery

will remain muted across Asia Pacific with traffic expected to be down - 86% - 89% in

Calendar Year 2021 vis a vis Calendar Year 2019.

• iCF in their publication dated June 2021 also suggests that international traffic recovery in

Asia Pacific region (excluding China) could take close to 4.8 years

• ACi in their December 2020 publication expect international passenger traffic recovery by 24

(FY 25).

• On account ofthe losses incurred, we expect most international carriers (who are network carriers

such as BA, EK, LH, AF etc.), to emerge smaller than they were pre-Covid-19. Further network

reinstatements are expected to be slow and will be prioritized towards regions and routes which

offer enough base load both ways. This is particularly important, as airlines don't depend on point

to-point traffic, except in a velY limited number ofmarkets and the reinstation ofthe whole network

is key to get volumes up again, even from a supply side (i.e.. bringing aircraft back from storage).

• Further, international travel in the current scenario is largely constrained with various obstacles

like travel restrictions, quarantine and multiple Covid-19 test requirements. These obstacles are

expected to continue in short to medium terms given that different countries and regions have

different pace ofvaccination Covid-19 caseloads, recovery rates andfatality rates and there is a

lack ofvisibility on the acceptability ofdigital vaccination certificates between different countries.

The scheduled international operations continue to remain suspended in India with no clear

visibility or roadmap on resumption ofthe same in FY 22.

• Hence, BiAL expects international passenger traffic in FY 22 to be closer to 0.9 million (as against

2.63 million projected in MYTP submissions which was in itselfbased on assumption ofresumption

ofscheduled international operations in FY 22), which is about 20% ofFY 20 levels. As mentioned

earlier, the 0.9 million international pax projection is inherently optimistic and does not factor in

the potential downside on account ofsubsequent Covid-19 waves or continued travel restrictions

from other countries. In fact, we believe that international traffic in FY 22 is more likely to be

closer to 0.5 million (similar to the levels achieved in FY 21).

• We are also hopeful that Gol will achieve its target of 100% vaccination of the adult Indian

population by Q4 ofFY 22 and this pent-up demand would drive a strong recovery in international

aviation traffic beginning FY 23. That said, afull recovery in international traffic may take as long

as FY 25. This is broadly in line with latest projections put out by most aviation experts and

consultants, which suggests that international traffic recovery in the Asia Pacific region (excluding

China) could take close to 4.8 years.
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• Given all ofthe above, we project the passenger traffic for 3rtl Control period as given below :
- . .

Details FY20 FY22 FY23 FY24 FY25 FY26 Total

Pax in Millions

Domestic 27.78 14.30 27.80 32.50 38.00 44.50 157.10

International 4.58 0.90 3.40 4.10 4.50 4.90 17.80

Total 32.36 15.20 31.20 36.60 42.50 49.40 174.90

Pax ATM ('000)

Domestic 115.50 213.70 246.20 283.80 320.10 1,179.30

International 5.60 18.30 21.90 24.30 26.60 96.80

% Pax recovery to FY2020 levels

Domestic 51% 100% 117% 137% 160%

International 20% 74% 90% 98% 107%

Total 47% 96% 113% 131% 153%

Comparison across other Airports - AERA 's Order! Consultation Papers

Authority has considered very steep, unreasoned traffic estimates for SIAL. Authority has adopted

varied approaches across different airports and has not considered the impact of 2"d wave on SIAL

whereas the same seems to have been considered in case ofHIAL.

The following table provides the comparison of differing approaches adopted by AERA for traffic

estimation across various airports.

Pre-Covid Second wave

49.5 15.1 30.3 49.5 52.8
17.8 3.3 11.2 17.8 19.8
67.3 18.4 41.5 67.3 72.6

31% 61% 100% 107%
18% 63% 100% 111%
27% 62% 100% 108%

33.6 9.3 20.59 33.5 36 .3
12.3 1.2 7.75 12.4 13.6
45.9 10.50 28.3 45.9 49.9

28% 61% 100% 108%
10% 63% 101% 111%

23% 62% 100% 109%
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27.8 10.5 18.6 30.0 35.2 41.4 48.6
4.6 0.5 2.6 4.1 4.6 5.0 5.5

32.4 10.9 21.2 34.1 39.8 46.4 54.00

38% 67% 127% 149% 175%
10% 57% 100% 109% 119%

34% 66% 123% 143% 167%

17.73 7.47 12.41 17.73 19.15 20.92 21.99
3.85 0.58 1.93 2.89 3.85 4.16 4.47
.21.6 8.1 14.3 20.6 23.0 25.1 26.5

42% 70% 100% 108% 118% 124%
15% 50% 75% 100% 108% 116 %
37% 66% 96% 107% 116% 123%

• BIAL has, historically had a ratio oftraffic as compared to IIIAL (1.5 times in the recent past) . If
this ratio is considered on HIAL traffic estimates BIAL's traffic estimate is around 165 Mn.

• Also, incorporating the traffic assumptions proposed by the Authority in the HIAL Consultation

Paper, the total passenger traffic estimate works out to 165 Mn as given below:

Growth rate atmlled for RIAL bv A ERA vide BIAL Consultation Pa ier

Pax. Traffic FY22 FY23 FY24 FY25 FY26

Domestic 70% 100% 108% Jl8% 124%

International 50% 75% 100% 108% 116%

BIAL traffic - computed basis RIAL growth rates

Pax. Traffic FY 22 FY23 FY24 FY25 FY 26 TOlal

Domestic 19.4 27.8 30.0 32.8 34.5 144.5

International 2.3 3.4 4.6 4.9 5.3 20.6

Total 21.7 31.2 34.6 37.7 39.8 165.0

• The above estimates are almost identical to the realistic estimate of total passenger numbers of

163 Mn submitted as part ofMYTP submissions. However, based on a detailed evaluation done,

BIAL has assumed the most optimistic scenario as a target for traffic (at 175 Mn) as submitted as

part ofATP.

• Hence, we request the Authority to consider BIAL 's well-reasoned, updated traffic projections of

175 Mn passengers for the third control period. "

Other stakeholder comments on traffic projections for the Third Control Period

4.3.3 Governmentof Karnataka commentedas follows:
"Traffic estimates: The traffic estimates by the AERA appear aggressive and overestimated. Given the

crushing impact ofCOVID-1 9 and the risk offurther waves the traffic recovery projections need to be

placed on a reasonable slow growth. Disruptions, lock-downs, restrictions may not lead to traffic

growth at the rate AERA has forecast.

Any under recovery of revenue would either result in fall of service standards or in BIAL

defaulting on loans. "
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4.3.4 Infrastructure Development Department, Government of Karnataka commented as follows:
"Given the crushing impact of the 2nd wave of Covid 19 and the residual risk forfurther

Covid-19 waves over the next 6-12 months, traffic recovery projections need to be based on

reasonable assumptions of recovery. Lockdowns, disruptions, supply-side challenges etc., mean that

the path to recovery to pre-covid levels will be slower than the rate AERA hasforecast.

We feel that AERA has assumed a very optimistic traffic forecast for KIAB for the Third Control

Period, which differs greatly from the assumptions considered by AERA for Delhi and Mumbai

Airports in their recent tariff determination process as well as from the traffic assumptions

proposed in the ongoing tariff consultation processes for Hyderabad Airportfor the same period

Traffic growth rates assumed, do not factor in the impact of 2nd wave of Covid 19 and considering
BIAL's performance in the first quarter of this year and time taken for recovery. International

passenger traffic has been severely affected on account of continued restrictions placed on

international travel both in Indian and international airports. This will delay the recovery of

international traffic.

Government of Karnataka requests the Authority to consider moderating the traffic estimates and

adopt principles used in the other airports at the time offinalization ofthe tarifforder. "

4.3.5 FIH Mauritius Investments Ltd commented as follows :

"We believe that AERA has assumed an optimistic traffic forecast for KIAll for the Third Control

Period, which appears in consistent with the f eedback from aviation agencies like ICAO, ACI, lATA
and also difJers greatly from the assumptions considered by AERA for Delhi and Mumbai Airports in

their recent tariffdetermination process as well as from the traffic assumptions proposed by AERA for

the ongoing tarifJconsultation processes for Hyderabad Airport for the same period, which has been

published on 2nd ofJuly 2021.

Traffic growth rates assumed are unrealistic considering performance in the first quarter ofthis year

and time taken for recovery, given the COVID impact on aviation sector.

We would request the Authority to consider moderating the traffic estimates between 160-165 million

and accordingly revise its proposal during finalization ofthe tarifJ order for BIAL. It is important to

specifically tone down the international traffic with the restrictions on travel imposed in the Indian &
Internat ional airports on account ofCovid pandemic. "

4.3.6 Siemens commented as follows:

"Traffic Projections for the 3rd Control Period at 195 million passengers is over-optimistic and BIAL

will face a serious challenge ofARR under-recovery on account ofsubstantially lower actual traffic.

AERA has assumed an over-optimistic traffic forecast for KIAB for the Third Control Period, which

appears inconsistent with theftedbackfrom aviation agencies like ICAO, ACI, lATA and also differs

greatly from the assumptions considered by AERAfor Delhi and Mumbai Airports in their recent tariff
determination process as well as from the traffic assumptions proposed for the ongoing tariff

consultation pro cesses for Hyderabad Airports for the same period, which has beenpublished on 2nd
ofJuly 2021.

We would request the Authority to consider moderating the traffic estimates between 160-165 million
and accordingly revise its proposal during finalization ofthe tariffdetermination Order for SIAL. "

4.3.7 MIAL commented as follows:

"Authority in this CP has assumed unrealistic traffic forecast which differs from the forecasts of

aviation agencies like ICAO, ACI, lATA and other airports .
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Traffic recovery from pre-Covid level for FY22 is considered by the Authority at about 76% and 72%

for domestic and international flights respectively. Recovery from pre-Covid level assumed for

Bengaluru is too high as compared to other airports like Cochin, Chandigarh and Hyderabad. Looking

at the present scenario, nearly non-existent international flights and the inevitable third wave of the

pandemic, the traffic forecast considered by the Authority needs to be drastically pruned for all the

years ofthe control period. ..

4.3.8 APAO commented as follows:

..While we hope for a fast recovery in traffic aided by the vaccination programme launched by

Government of India (GoI), we believe that AERA has assumed an over-optimistic traffic forecast for

KIAB for the Third Control Period, which appears inconsistent with the feedback from aviation

agencies like ICAO, ACI. lATA and also differs greatly from the assumptions considered by AERA for

Delhi and Mumbai Airports in their recent tariff determination process as well as from the traffic

assumptions proposed for the ongoing tariff consultation processes for Hyderabad Airports for the

same period, which has been published on 2nd ofJuly 2021 Oust 10 days after the consultation paper

was issuedfor KIAB).

Traffic growth rates assumed are wholly unrealistic considering performance in the first quarter of

this year and time taken for recovery, supply side challenges and airline network reconstitution.

In light ofthcfacts andpoints mentioned above; we would request the Authority to consider moderating

the traffic estimates between 160-165 million and accordingly revise its proposal during finalization

ofthe tariffdetermination Order for BIAL. It is important to specifically tone down the international

traffic with the restrictions on travel imposed in the Indian & International airports on account of
Covid pandemic. ..

4.3.9 lATA agreed with Authority's traffic projections and commented as follows :

..We agree with AERA proposals on traffic. The airport seems comparatively pessimistic on the profile

ofrecovery in domestic pax. It is reasonable to expect that domestic volumes should recover faster

than international (as has been empirically seen), but that is not reflected in the outlook (e.g. BIAL in

FY23 say recovery to 89% of inti volumes but only 86% domestic and then a recovery ofboth more

or less at the same time in 2024). Therefore. wefind AERA 's adjustment to be justified,"

4.3 .10 FIA has requested AERA to consider industry inputs/reports on traffic from agencies like lATA and

ICAO and further conduct an independent study for traffic assessment, in accordance with the AERA

Act.

4.3.11 DIAL in the stakeholder consultation meeting had commented that the traffic projections given by

BlAL should be considered by AERA as the airport operator is aware of the reality of traffic at the
airport,

4.4 BIAL's response to stakeholder comments regarding traffic projections for the Third
Control Period

4.4.1 SIAL submitted that it concurs with the ChiefSecretary, Government ofKarnataka (GoK) on the traffic

estimates as well on the possibility ofa mid-term review. SIAL also agreed to the comments given by

Additional ChiefSecretary, Infrastructure Development Department, Government ofKarnataka (GoK)
on the traffic estimates.

4.4.2 On the comments given by SIAL's shareholders, APAO and other airport operators, SIAL has

submitted that it has given its detailed explanation and justification as part of its response to the

Consultation Paper and the same may be considered.
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4.4.3 On lATA's comments, BIAL has submitted as follows:

• "It appears that lATA has accepted the Authority's Traffic projections, which is in contradiction
to lATA's own recent published reports . "

• lATA 'sforecastfrom its study report dated 26th May 2021 is shown below:

Different markets will recover at different paces
Recovery profile dependent on restrictions, vaccination, risk-aversion
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• The report clearly shows that India domestic market will reach 2019 (i.e., pre-covid) levels towards
the end ofCY 2023 which is FY 2024 in India.

• On the contrary. AERA has projected domestic recovery to reach pre-covid levels by FY2023 (1 year
ahead).

• It is most unfortunate and wholly incorrect for lATA to take a contradictory position now, having
already forecasted Traffic recovery to happen by FY 2024 in its own report to stakeholders and public
at large, but now agreeing with Authority 's position that recovery will actually happen 1year ahead. ..

4.4.4 On FINs comments regarding traffic, BIAL has submitted as follows:

• "BIAL has, in response to the Consultation Paper, provided detailed note on the current status and
expected traffic trends and has also submitted the revised traffic estimates as part of the ATP
subm issions.

• BIAL requests the Authority to consider the well-reasoned explanations and justifications
submitted 0/1 the traffic estimates by BIAL. ..

4.5 Authority's examination after reviewing stakeholder comments on traffic projections for
the Third Control Period

Traffic forecast for the Third Control Period

4.5.1 The Authority has noted the comments received from BIAL on the revision of the traffic projections.

4.5.2 The Authority realizes that the second wave of COYID-19 has severely impacted the air traffic of first

quarter of FY22 which will result in less than projected traffic for the entire FY22 which has not been

accounted for in the Consultation Paper. The Authority has also noted Government of Karnataka
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comment that the likely third wave of COYID-19 will also lead to lower than expected traffic growth

rate.

4.5.3 Further, the Authority realizes that the international passenger traffic demand has remained subdued

due to travel restrictions imposed by other countries on Indian travelers and the forecast of international

passenger traffic in FY22 is likely to be lower than the Authority's projections in the Consultation

Paper.

4.5.4 The Authority has noted BIAL's comment that the stress in domestic airline industry will affect the

addition of the new capacity which will result in faster recovery of domestic pax/ATM to pre-COYID

levels. BIAL has submitted the revised domestic ATMs forecast based on the revised passenger traffic

and the domestic pax/ ATM .

4.5 .5 The Authority has also noted the comments of Infrastructure Development Department (GoK), FIH,

Siemens, MIAL, DIAL and APAO who have suggested that the traffic projections of the Authority

may not be realized and therefore, the Authority should consider the traffic projections submitted by

BIAL.

4.5.6 The Authority has noted lATA's comment which has agreed with the forecast of the Authority to

assume the domestic and international passenger traffic recovery in FY23 and FY24 respectively .

However, the Authority realizes that the second wave of COYID-19 has severely impacted the air

traffic of first quarter of FY22 which will result in less than projected traffic for the entire FY22 which

has not been accounted for in the Consultation Paper. Hence, the Authority has reviewed the traffic

forecast for FY22 and its subsequent impact on the rest of the control period.

4.5.7 The Authority has noted FIA's comments on review of the industry reports and undertaking

independent study on traffic assessment. The Authority has examined the industry reports while

undertaking the traffic forecast for BIAL. On the point of undertaking an independent traffic

assessment, the Authority is of the view that the traffic situation is very dynamic at the moment and

there is no scientific model available for traffic projections to cater to such pandemic situations. The

Authority has undertaken stakeholder consultation with the aviation community to understand their
views on the traffic forecast which represents the industry views and therefore, separate study is not

required on traffic forecast. Further, the Authority notes that the traffic will anyways be trued-up based

on actuals during the tariff determination for the next control period.

4.5.8 Based on the above assessment of stakeholder comments on traffic projections, the Authority decides

to revise the passenger and ATM traffic projections for the Third Control Period. Accordingly, the

revised traffic projections for the Third Control Period are given below:

Table 66: Traffic projections decided by the Authority for the Third Control Period

FY FY FY FY FY FY FY
Total

Traffic
2020 2021 2022 2023 2024 2025 2026

(FY22 -
FY26)

Passenger traffic (in mppa)

Domestic Passengers .27.78 10.45 14.32 27.78 32.50 38.03 44.49 157.12

Dom passenger traffic as % of
38% 52% 100% 117% 137% 160%

FY20 traffic

International Passengers 4.58 0.47 0.92 3.38 4.05 4.50 4.91 17.76

Int passenger traffic as % of
10% 20% 74% 88% 98% 107%

FY20 traffic

Total Passengers 32.36 10.92 15.24 3l.l6 36.55 42.53 49.40 174.88
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FY FY FY
Total

FY FY FY FY
(FY22 -Traffic

2020 2021 2022 2023 2024 2025 2026
FY26)

Total passenger traffic as % of
34% 47% 96% 11 3% 131% 153%

FY20 traffic

ATM traffic (in '000)

Domestic ATM 202 102 119 217 249 286 323 1,193.60

Dom ATM traffic as % ofFY20
51 % 59% 107% 123% 142% 160%

traffic

International ATM 29 II 10 23 27 29 32 121.19

lnt ATM traffic as % ofFY20
39% 36% 78% 92% 102% 111 %

traffic
Total ATM 231 114 129 239 276 316 355 1,314.79

Total ATM traffic as % of FY20
49% 56% 104% 119% 137% 154%

traffic

Cargo traffic (in '000 MT)

Domestic Cargo 150 119 149 165 183 204 226 927.20

Dom cargo tratfic as % of FY20
79% 99% 110% 122% 136% 151 %

traffic
International cargo 224 208 230 256 284 315 350 1,434.89

Int cargo traffic as % of FY20
93% 103% 114% 127% 141% 156%

traffic
Total Cargo 374 327 379 421 467 519 576 2,362.08

Total cargo traffic as % ofFY20
87% 101% 113% 125% 139% 154%

traffic

Transfer passengers at Bangalore Airport

4 .5.9 The Authority noted BIAL's submission related to transit/ transfer passengers at Beng aluru airport.

The Auth ority noted from the Second Cont rol Period order for BIAL that the transit/transfer passengers

transiting upto 24 hours are exempted from levy ofUDF. The relevant extract is produced below:

"Transit/transf er passengers (this exemption may be granted to all the passengers transiting upto 24
hours "A passenger is treated in transit only ifonward travel journey is within 24 hours fro m arrival
into airport and is part of the same ticket, in case 2 separate tickets are issued it would not be treated
as transit passenger').

4.5.10 The Auth ority noted that BIAL has revised its projections of the share of the tran sit/ tran sfer passenger

in the total passenger based on the actual transit/ transfer passenger share of FY21. The same are

produ ced below:

Table 67: Forecast of share of transit/ transfer passenger in total passenger as per BIAL's MYTP for

th e Third Control Period

% of Exempt passengers FY2022 FY2023 FY2024 FY2025 FY2026

Domestic Pax 13% 13% 13% 13% 13%

International Pax 5% 5% 5% 5% 5%
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Table 68: Forecast of share of transit/ transfer passenger in total passenger as per BIAL's ATP for the
Third Control Period

% of Exempt passengers FY2022 FY2023 FY2024 FY2025 FY2026

Domestic Pax 25.75% 17.45% 17.45% 17.45% 17.45%

International Pax 16.07% 11.11% 11.11% 11.11% 11.11%

4.5.11 The Authority examined the submissions made by BIAL related to the transit passengers in its ATP.

The Authority is of the view that the increase in the transit passengers during FY21 is on account of

the COYID-19 pandemic and thus, it is a short term trend and not likely to sustain in the future. Further,

the Authority will be truing up the aeronautical revenues for the TCP based on actual s which will take

into the actual transit passengers at BIAL. Therefore, the Authority decides that the share of transit

passengers proposed by BIAL as part of its MYTP seem reasonable for the Third Control Period .

4.6 Authority's decisions regarding traffic projections for the Third Control Period

Based on the material before it and based on its analysis, the Authority has decided the following with

regards to traffic projections for the Third Control Period:

4 .6.1 To consider the passenger traffic, ATM traffic and cargo traffic as per Table 66 respectively which

shall be trued up based on actuals.

4 .6.2 To consider the share of transit passengers as per Table 67 for the Third Control Period .
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5 REGULATORY ASSET EASE (RAE) AND DEPRECIATION FOR THE THIRD
CONTROL PERIOD

5.1 BIAL's submissions regarding RAE and depreciation for the Third Control Period

5.1 .1 The capital addition projects submitted by BIAL for the Third Control Period can be divided into
following:

a. Capital addition projects deferred from the Second Control Period to the Third Control Period

b. Capital addition projects proposed for the Third Control Period

c. Sustaining capital expenditure [or the Third Control Period

5.1.2 These are detailed in the same sequence in the following paras.

a. Capex deferred from Second Control Period as per BIAL's MYTP submission

5.1.3 The capital addition projects deferred from the Second Control Period to the Third Control Period as
per BIAL's MYTP submission is as follows:

1. Terminal 2 - Phase I

2. Forecourts, roadways & landside development- Phase Ib

3. Aircraft maintenance & airport maintenance facilities

4. Utilities Phase I

5.104 BIAL has proposed to capitalize the above projects in FY22. The capital expenditure [or the above
projects as submitted by BIAL is as follows:

Table 69: Capital expenditure projects deferred from Second Control Period to Third Control Period
as per BIAL's MYTP submission

S.
Project Design, PMC,

Total Total

No Capital expenditure projects
cost Pre-operative

FA
expenses and

capex amount

contingency cost
(exclFA) (lNR cr.)

\ Terminal 2 - Phase I 3.565.67 545.80 4,111.47 638.47 4,749.95

2
Forecourt, roadways & landside

1,786.40 157.01 1,943.41 147.81 2,091.22
development - Phase Ib

3
Aircraft Maintenance & Airport

41.16 1.18 42.33 4.41 46.74
Maintenance Facilities

4 Utilities 104.22 6.17 110.39 23.69 134.08

Total 5,497.44 710.16 6,207.60 814 .39 7,02\.99

b. New Capex plan for Third Control Period as per BlAL's MYTP submission

5.1.5 Details of the capex plan for the Third Control Period is given below:

Table 70: New Capital expenditur-e proposed by BIAL in the Third Control Period

Capital
Consolidated Design, PMC,

S project name; Project Pre-operative Total capex Total Capex
expenditure FA

no
project

financial year of cost expenses and (exclFA) (incl FA)

commissioning contingency cost

I
Airside Security Airfield works -

3.88 1.03 4.91 0.\5 5.06
wall Phase I; 2023
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..

Capital
Consolidated Design, PMC,

S
expenditure

prujeel muue; Prujcct Pre-uperatlve Total capex
FA

Total Capex

no financial year of cost expenses and (exel FA) (inel FA)
project

commissioning contingency cost

2
Airside perimeter

18.21 4.83 23.04 0.69 23.73
Road

3 T1 Optim ization
TI Optimisation;

249.51 66.12 315.63 30.69 346.32
2025

Cyc le Track along

4
SARI SWRI

12.89 3.42 16.31 0.72 17.03
NCR plus docking

stations

5 MMTH - Phase 2
Landside Access

268.59 71.18 339.77 14.97 354.74

Airport Terminal
and Parking -

6 Phase Ia and 156.82 41.56 198.38 8.74 207.12
Metro Station

Phase Ib; 2026

7
City Side Metro

97.60 25.86 123.46 5.44 128.90
Station

8
North west road

41.13 10.90 52.03 2.29 54.32
expansion

CISF Barrack
CISF Barrack

9 Expansion and
Expansion; 2026

44.79 11.8" 56.66 un 58.53

Access Road

BIAL Campus BlAL Campus

10 Parking and Parking & 69.65 18.46 88.11 2.20 90.30

Canteen Canteen; 2026

Animal
Animal

11
Quarantine facility

Quarantine 3.65 0.97 4.62 0.23 4.85

facility ; 2026

New cargo

12
domestic terminal Refurbishment

101.88 27.00 128.88 0.97 129.85
including Cool of existing cargo

Port terminals & New

Refurbishment of Cargo terminal;

13 existing cargo 2023 118.76 31.47 150.23 1.12 151.35

terminals

Refurbishment

14
Refurbishment of ofexisting

25.81 6.84 32.65 0.81 33.46
catering buildings catering

buildings; 2023

15
Water Treatment Water Treatment

6.80 1.80 8.60 0.21 8.82
Plant Plant; 2023

16 Landscape Works
Landscape

69.39 18.39 87.78 4.42 92.20
Works; 2026

17 Alpha 4 Alph a 4; 2026 204.37 54.16 258.53 13.01 271.54

Landside Landside
18 Maintenance Maintenance 12.48 3.31 15.79 0.79 16.58

Building Building; 2026

CISF Permanent
CISF Permanent

19
Housing - Phase I

Hous ing - Phase 369.68 - 369.68 77.16 446.84
I; 2026

Total 1,875.89 399.15 2275.04 166.49 2441.53
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5.1.6 Details of key projects as submitted by BIAL is given below:

a) "Airside Security Wall and Perimeter Road Relocation at KIA

• GSE tunnel built below the east Crossfield taxiway is closed for security reasons as it was supposed
to connect the Airside of Eastern side Apron. Currently the GSE tunnel is on the landside. Ifwe
convert this to Airside by realigning the security wall it reduces close to 14 kms of driving time for
maintenance and security vehicles every day. Hence this perimeter wall realignment is included as

part ofCP3.

• To ease the vehicular movement near GSE tunnel, BIAL also intends to relocate the partial airside
security fence along with perimeter road of approximately 700m in length. In addition to this, the
other two locations also need relocation as the land reserved for new cargo domestic terminal and
new CISF barrack on north east are on airside. Before commencement of these building
construction, the parcels shall be converted to landside by relocating the existing airside security
wall along with perimeter road of approximately 1.3 km in length.

b) TI Optimization

• The existing Terminal I has been in operation from 2008-09. While the planned capacity was 20
Million post Terminal-I expansion, over 32 Million passengers were handled in this Terminal in
2019-20. The existing terminal Tl is proposed to be rehabilitated to increase its operational
efficiency and passenger throughout. This also includes spatial arrangements for converting the
integrated terminal into only domestic terminal, once T2 phase I is operational.

• Some of the improvements evaluated and captured in this programme are:

Table 71: Details of works proposed by BIAL as part of the T1 optimization project

S.
No.

2

3

4

5

6

7

8

9

10

/I

12

13

14

15

16

17

18

19

20

Major activities - Replacement / Refurbishment

BHS related upgradation (Redundant line for BHS during Failure ofABC line)

Replacement ofexisting system ofAHUs and Chillers

Replacement ofPTB fire hydrant MS pipeline and sprinkler MS pipeline network with DI pipeline

Dual plumbing systems for washrooms inside Terminal I

Escalators/elevators which are over 12 years old

Arrival/departure carousel units over 12 years old

TI BHS in BMA area has design limitation resulting infrequent damage to baggage due to steep inclination

Automatic doors (both landside and airside) over 12 years old

Wastewater discharge lines

Alternate / upgraded potable water supply line to address pressure drop and single source failure risk

Upgradation ofSWM (Solid Waste Management) infrastructure

Automatic Source transfer switch to be consideredfor critical IT loads to have a power redundancy

Integrate the monitoring ofconcessionaire HVAC equipment with existing HVAC-BMS to check HVAC

operations.

Central monitoring systemfor TI elevators and escalators to better monitor VHT systems

Re configuration ofSecurity Check area

Addition ofE-gates at boarding gates

Additional terminal exit gates for arrival passengers

Addition ofstaircase form level I to level 0 to access west bus boarding gates

Compliance to GOI/PMO office initiative of "Sugamya bharat abhiyan" for PRMs

Reconfiguration ofD to D transfer and link with diJfft1!'" .'c~
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s; . . , -
No.

Major activities - Replacement / Refurbishment

21 Recorfiguration ofclinic andpharmacy before and after SHA area

22 Reconfiguration ofInternational area tofit domestic requirement

23 Reconfiguration and Enhancement ofVIP Lounge

24 Reconfiguration and Enhanc ement oftoilets /washrooms

25 Enhancement ofexisting staffcafeteria and Other stafffacilities

26 Automated emergency exits with swing display signage for evacuation (intelligent signage system)

c) MMTH - Phase 2, Terminal Metro Station and Airport City Station

• The Government of Karnataka (GoK) has proposed to bring metro rail link to KIA to decongest
the roads. This would help thousands of air passengerswho travel 30 kms by road from the city to
reach the airport faster using metro transit. Hence BIAL has decided to integrate this metro rail
with other modes of transport, proposed terminals and other proposed infrastructure both airside
and cityside by developing a multi modal transportation hub to be located in front ofT2.

• As part of this integration, BIAL has proposed two metro stations inside the campus - i) Located
in terminal forecourt area to serve mainly passengers, meet/greet service providers and employees
working inside the terminal. ii) Located close to first roundabout / trumpet on the west to serve
both BIAL and other employees working in airport community and city side development.

• MMTH has two phases. Phase I is under construction and would be operational along with 1'2

phase I. The phase 2 of MMTH is part of third current period project which has metro stations and
other associated facilities including lagoon and arrival plaza landscape features.

d) North west road expansion

• To provide access to the suburban railway station and other planned support facilities on the north
west, a secondary (north west) four lane access road of approximately 2.5 kms is planned as an
expansion project.

• Proposed Domestic Cargo Terminal is likely to be located in the western side of Airport premise
and this road expansion project will also facilitate seamless cargo vehicle movements on the
Landside and may also probably provide a road rail cargo connectivity effectively.

e) CISF Barrack Expansion and Access Road

• A fully functional CISF Barrack is proposed to replace the existing CISF Barrack to accommodate
the growing needs to CISF which includesdormitory area, office area and arms area.

• To access the new CISF barrack located on north west of KIA, a partial secondary four lane access
road of approximately 1.5 kms is also planned along with the new CISF barrack development.

j) BIAL Campus Parking and Canteen

• The current parking facilities for BIAL and Airline employees are located adjacent to the Alpha
office buildings, to the'west of terminal I (TI). However, this land parcel is reserved for future
office building(Alpha 4) which is scheduled to be implementedin the Third Control Period. Hence,
it is planned to build multi-level car park in Alpha / office zone to serve all employees. This
development should be taken up before commencementof Alpha 4 construction.

• Similarly, the existing canteen facility located in Alpha 2 should be relocated when the building is
handed over to AAI. So, it is proposed to combine both facilities at the proposed location.
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g) Cargo development related programmes

• KIA's existing'cargo infrastructure has a capacity of about 0.6 million tonnes and has handled
about 374,000 metric tonnes during FY20.Since the present concessionaire contracts are valid only
till 2023, BIAL has engaged the services of an external consultant to develop a Strategy & roadmap
for boosting Air Cargo potential at BIAL. The exercise was carried out in 2018 at a time when
passenger traffic was growing at an unprecedented pace of 20%+ per annum. Based on the
development plans that were expected to be carried out, the consultant has suggested that the entire
cargo infrastructure can be located to the eastern side of the airport.

• In light of the reduced pace of aviation growth over the last year owing to the impact of COVID
19 pandemic on civil aviation, BIAL has reassessed the development projects proposed for Third
Control Period including the investment envisaged for cargo handling capacity expansion. As part
of this exercise, BIAL relooked at the factors while firming up the plan for the eastern side of
airport.

• Accordingly, BIAL has proposed the following developments on the West Side (existing):

• New cargo domestic terminal at MRO 3 location

• Additional cool port building

• Refurbishment of existing cargo terminals

• The decision is to continue on Western side allowing BIAL to effectively use existing cargo
terminal and not invest towards new terminals, new landside connectivity and other infrastructure
without comprising on handling capacity in the medium term.

h) Water Treatment Plants (WTP) and Landscape Developments

• To meet the non-potable demand at KIA, additional water treatment plants (WTP) of 0.9 MLD and
1.6 MLD capacities are planned adjacent to existing booster pump house on the west and within
the CUP premises.

• In addition to WTPs, the second phase of landscapedevelopment includes

• Landscape at trumpet Interchange

• Main Access Road (MAR)

Key elements of the Landscaping are:

• The proposals are based around creating a resilient and biodiverse landscape that is underpinned
by a network of sustainable drainage. In addition to the environment systems is a network of
footpaths and cycle-paths for sustainable transport. The proposals are also promoting the re-use of
existing planting along the current MAR in the new design.

i) CISF Permanent housing - Phase I

• CISF has been inducted at Bangalore Airport in the year 2008 to provide security for Kempegowda
International Airport & its premises. As per directions given in by the Ministry of Civil Aviation,
it is the responsibility of Airport Authority of India (the operators of the Airport then) to provide
township accommodation to CISF for families & Barracks.

• According to Rule 61 ofCISF Rules 2001, "Normally, the undertaking where the Force has been
deputed shall provide accommodation in the township itself to all supervisory officers and at the
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rate of 4,) percent married and ,),) percent unmarried or as amended by the Central Govt from time
to time. to the enrolled member of force",

• Presently BIAL has provided bachelor accommodation for the eligible personnel at different
locations i.e. near to Country Club & Ladies staff and at Raksha Nikunj for Sub-Officers on
temporary basis. The construction of temporary barracks is nearing completion, however the same
can accommodate only bachelor CISF personnel. Family accommodation has not been provided
so far and HRA is being paid as per laid down norms. This has resulted in all the CISF staff residing
at scattered locations. These arrangements cause lot of administrative and operational
inconvenience besides safety and security issues.

• CISF has completed its 12 years with the BIAL since induction and providing a permanent CISF
township for bachelor & married personnel will solve many of the operational and logistic
problems. In light of above, it is proposed to setup a permanent Housing township with required
amenities for CISF staff deployed at KIA by acquiring land in the nearby vicinity to the airport.

i) Alpha"

• AAI (Air Navigation Service provider) had requested for additional staffing space for second
runway related operations. As per the earlier Master Plan, an annexure building was proposed
adjacent to the existing Admin building (Alpha I). However, it was decided that BIAL would hand
over the Admin building (Alpha 2) to accommodate AAI staffing requirement and BIAL would
temporarily shift into another facility until the construction of the "New Airline and Admin
building" (Alpha 4)

• In the earlier submission, the built-up area of 12,000 sqm was planned for this facility to
accommodate BIAL employees in addition to the existing Alpha-2 office space available in the
campus. But due to the handover of Alpha 2 to AAI and additional requirement for office space
from Airlines and other stakeholders, BIAL has proposed to increase the "New Airport
Administration Building" built up area to 45,000 sqm by combining the current planned plot with
adjacent plot of 1.0 acre. The total plot area reserved for integrated administration building is 2.5
acres.

• Given the current scenario of COYID-19 that has impacted the traffic significantly. BIAL has
accommodated its current staff at different locations across the airport on a short-term basis and
decided that this facility will be executed in the latter part of Third Control Period."

c. Sustaining capital expenditure for the Third Control Period as per BlAL's MYTP submission

5.1.7 Apart from the projects planned in Third Control Period, BIAL submitted the following key
components of the sustaining capex for Third Control Period as follows:

a) "Replacement ofCrash Fire Tender (CFT): BIAL has" CFTs and these were purchased in 2007-08.
These CFT~ would have been in use for more than /5 years during the course of the Third Control
Period. Considering the safety performance requirement, it is planned to replace the CFTs in the Third
Control Period in phased manner.

b) Escalators. Elevators and Travellators: The refurbishment ofescalators. elevators and travellators are
planned in 3 phases to optimise the spend across 3 financial years . Components which are in good
working condition will be preserved and only the balance equipment will go for
upgradation/replacement in the subsequent years to optimize the cost. This ideology is the result of
technical due diligence ofthe need for this asset,
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c) Passenger Boarding Bridges: While the structure will remain as it has balance life expectancy. most

of the moving components. sof tware, the cable track and hydraulic syst em needs to be changed. This

work is also planned to be done in phases during this control period.

d) Automati c sliding doors: The asset has been run down over the ye ars due to normal wear and tear and

hence requires repla cement . We are proposing to replace these doors during this control period in

phases.

e) Baggage handling system: The baggage handling system, which was commissioned in 2008, requires

major upgradation related to software, sensors. control logic, drive units. etc. The entire slot sys tem

in the arrival area also needs to be refurb ished. These works are also proposed to be taken lip in phases

during the Third Control Period.

.f) Fire alarm system : Software upgradation, changing of Fire detectors and accessories in line with

technological development is proposed during this control period.

g) Fire Fighting system: Replacement ofcorroded pipe sections, replacem ent ofvalve and critical motors

are proposed to be undertak en during the 3rd CPo

h) HVAC system: Average age ofh igh side of the HVAC system pertaining to chillers. cooling towers,

valves and pump s is over 13 years. Re/itrbishing/replacement/up gradation of the HVAC system
including Air Handling Units with higher volume ofairflow would be required to be done in Third

Control Period to meet the change in terminal layout . This will also be a step towards making BIAL

energy efficient.

i) Cleaning/s weeping equipment: Equipment like Road sweepers. ride on scoot ers. etc are proposed to

be replaced during this Control Period in a phased manner.

j) Inspect ion Vehicle: Most of the inspection vehicles have completed 15 years cf life and have run for

more than 1.5 l.akhs kms. As most ofthe inspection vehicles are used in operational area, it isproposed

to replace the vehicles in line with fu el efficiency, safety andfunctionality.

k) Civil works in airside other than Runways and taxiways: Apron joint sealing system. Perimeter road

strengthening, widening of curves and relay are planned to be carried out in phases. This will be

planned in such a way that there is minimal disturbance to operation by coordinating with ATC,

operations and saf ety.

/) Power distribution Sys tem: Replacement of cables where insulation value is low. upgrading ofSCADA

system, upgradin g DC synchronisation software, adding redundant / standby cables to critical system

are planned during the Third Control Period.

m) Water distribution system: Repla cement of pumps, valves, hydropneumatics system. replacement 01'
existing pipe network, adding redundant lines. filtration system etc are the planned activities during

this control period.

n) Sewerage treatment system: Existing STP is based on extended aeration system. As there is a needfor

capacity enhancement and technology upgradation, major refurbishment is plannedfor the STP in the

Third Control Period.

0) Asset Management Syst em: In the initial phases of BIAL development. SAP platform was used for

maintenance also with plant maintenance system and material management system linked withfinance
system. With efflux of time, such software has become obsolete. Technological advancements combined

with compl exity ofasset multiplication, effect ofSAP based preventive maintenance and work order

managem ent is not velY effective. This system also does not permit mobility-based work order

completion. In 20 19. BIAL completed the second runway project along with associated taxiways, CAT...."- .
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III lighting system, additional ARFF set up with sophisticatedfire fighting vehicle, new perimeter

roads. etc. In order to effectively manage the assets during its life, BIAL is focussing on implementing

effective asset management system. which will use BIM based systems. using lOTs for analysis. sub

contractor management, attendance control. resource allocation. workforce management. scheduling.

analytics, inventory management. mobility solutions/or asset maintenance. etc. This platform will be

pioneered with existing assets and scaled up to manage the increased assets. BIAL will be implementing

this project in phased manner to enhance the asset life cycle and also will have reduction in operating

utility cost and maintenance cost.

p) ICT Refresh: RIAl. has also estimated ICT Refresh costs at periodic intervals in the Third Control

Period.

q) Operations Refresh: Sustaining Capex requirements 0/ Operations includes requirements ofARFF.

Terminal Operations, Security and Sofety departments like PlDS, CCTV Cameras. Trolleys. Queue
Managers, VDGS etc.:'

5.1 .8 The sustaining capital expenditure proposed by SIAL in its MYTP for the Third Control Period is as
follows:

Table 72: Sustaining capital expenditure proposed by BIAL as per Its MYTP submission for the Third

Control Period

Capital expenditure

Sustaining Capital Expenditure

Allocation of assets into aero and non-aero as per BIAL's MYTP submission

5.1.9 For all common assets, SIAL has submitted that it has applied the aeronautical ratio of 91% as an
average of ratios of FY 2018-19 and 2019-20. SIAL has submitted that it has considered the allocation
ratio for Terminal- 2 as 88% in line with the earlier control period assessment by the Authority.

Deprecia tion

5.1.10 BIAL has submitted the following regarding the depreciation for the Third Control Period:

a) "Fixed assets are considered at their original cost 0/acquisition less accumulated depreciation. The

cost includes cost of subsequent improvements thereto including taxes, duties, Feight and other

incidental expenses related to acquisition and installation a/the assets concerned.

b) Depreciation has been provided on "Straight Line Method - (SLJI/I) .. over the use/it/lives ofthe assets.

Use/it/lives have been aligned with Order 35 ofthe Authority except in cases where there it is based
on technical estimate andjustification a/the Management ofBIAL. ..

5.1.11 The depreciation considered by BIAL in its MYTP for the Third Control Period is given below:

Table 73: Depreciation proposed by RIAL as per its MYTP submission for the Third Control Period

Particulars

Depreciation

Regulated Asset Base

5.1.12 Based on the aeronautical opening RAB, additions for the current control period, applying allocation
ratio and after considering depreciation following is the aeronautical RAS for the Third Control Period
as submitted by BIAL:
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Table 74: RAB proposed by BIAL as per its MYTP submission for the Third Control Period

Particulars 2022 2023 2024 2025 2026 Total

Aero opening RA8 (A) 5,318.03 11.443.68 11.008.28 10,581.12 10,330.34

Add: Aero commissioned
6.631.24 224.79 238.04 420.79 1.919.60 9,434.45

assets (8)

Less: Aero disposals (C) 0.00 0.00 0.00 0.00 0.00 0.00

Less: Aero depreciation (D) 505.59 660.19 665.20 671.56 704.33 3,206.87

Aero closing RAB (E = A +B-
11,443.68 11,008.28 10,581.12 10,330.34 11,545.62

C-D)

Average RAB (F = (A+E)/2) 8,380.85 11,225.98 10,794.70 10,455.73 10,937.98

5.2 Authority's examination regarding RAB and depreciation COl' the Third Control Period

5.2.1 The Authority has analysed BIAL's submission as per MYTP on the capital expenditure proposed for
the Third Control Period. The Authority has grouped the proposed capital expenditure for the TCP into
the following for evaluation:

A. Capex projects deferred from SCP to TCP

B. Capex projects for TCP and

C. Sustaining capex for TCP

5.2.2 The Authority has noted that BIAL vide its submission dated 2 February 2021, 15 February 2021 and
2 March 2021 had revised the capital expenditure for the Third Control Period.

5.2.3 The Authority noted that - 63% of the total asset additions are brought forward from the previous
Control Periods. The Authority noted that BIAL has been estimating capex but not executing the said
projects. in the First Control Period and Second Control Period too. The trend of non-execution of
proposed spend is as follows:

Table 75: Trend of non-execution of proposed capex

Proposed capex in
Capex which are dropped

% dropped/
Particulars (INR CI·.)

order
later in next control periods/

deferred
deferred to TCP

SCP 10.203 6.917 68%

FCr 2.227 447 20%

5.2.4 The Authority has noted that BIAL had a trend of proposing capex in one control period and postponing
the same to future control periods without execution. This leads to services not being available to
passengers who have paid up. This trend does not further instill any confidence in the Authority that
large projects which were proposed in earlier Control Periods nor the large new projects proposed by
BIAL would be completed on time. In order to discourage this trend, the Authority shall reduce 1%of
the project cost from ARR/Target Revenue as re-adjustment in case any particular project is not
capitalized as per approval in tariff order.

5.2.5 While analyzing the Multi' Year Tariff Proposal (MYTP) of BIAL regarding capital expenditure for
Third Control Period, the Authority has taken into consideration reduced traffic due to COYID-19
pandemic and has appropriately rationalized the proposed capital expenditure as given in the following
paras.

A. Capital expenditure projects deferred from Second Control Period to Third Control Period

5.2.6 Following table gives the details of the capital expenditure in Group A - capex projects deferred from
SCP to TCP as submitted by BIAL in its MYTP and the revised submission dated 15 February 2021:
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Table 76; Capital expenditure projects deferred from Second Control Period to the Third Control
Period as proposed by RIAL

Proposed Revised

Project/
capex as per proposed

Reference
Group

No. Particulars RIAL's MYTP capex as per
submission for RIAL for

TCP TCP
Capex

projects
A deterred AI Terminal 2 - Phase I 3.565.67 3.565.67

trom SCP
to TCP

A2
Forecoun. roadways & landside development

1.786.40 1.786.40
- Phase Ib

A3
Aircraft Maintenance & Airport Maintenance

41.16 41.16
Facilities

A4 Utilities 104.22 104.22

A5 1'2 - Apron Phase 2 427.73

A6 SouthParallel Runway - Phase 2 362.95
-

A7 Design. PMC and Pre-ops cost 710.16 830.57

A
Capex projects deferred from SCP to TCP

6,207.60 7,/18.69
(sub-total)

Financing
814.39 904.80

Allowance
Total

(including 7,021.99 8,023.50
FA)

5.2.7 BIAL in its submission dated 15 February 2021 had revised the list of projects deferred from the Second
Control Period to the Third Control Period. BtAL submitted that the T2 - Apron Phase 2 and the South
Parallel Runway - Phase 2 which was proposed to be capitalized in FY21 has been deferred and these
projects are proposed to be capitalized in FY22. Based on the revised submission, the Authority noted
that the following projects have been deferred by BIAL from the Second Control Period to the Third
Control Period:

a) Terminal 2 - Phase I

b) Forecourts, roadways & landside development - Phase Ib

c) Aircraft maintenance & airport maintenance facilities

d) Utilities Phase 1

e) 1'2 - Apron - Phase 2

f) South Runway - Phase 2 .

5.2.8 The Authority has noted that Terminal 2 will have a capacity to handle 25 mppa, taking the total
terminal capacity of SIAL to 55 mppa by the end of the Third Control Period. The Authority noted that
despite the COVID 19 pandemic affecting the passenger traffic in the near-term, the passenger traffic
forecast for BIAL by the end of the Third Control Period is 54 mppa which would require the capacity
expansion at BIAL. Based on the traffic forecast and the need for capacity expansion, the Authority
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proposes to consider the capital expenditure deferred from the Second Control Period in the Third
Control Period.

5.2.9 Further, the Authority noted that it had taken the decisions on the true-up of the proposed capital
expenditure of the Second Control Period in the Second Control Period order. The Authority's analysis
for the above projects considering the decisions in the Second Control Period order is given in the
section below.

Al- Terminal 2 - Phase I - Delay in commissioning

5.2.10 The Authority has noted that the commissioning of the Terminal 2, which was proposed to be
commissioned by 31 March 2021, has been delayed and BIAL has submitted that it will be
commissioned by 31 March 2022.

5.2.11 Below are the relevant extracts of the decisions taken by the Authority and the judgement of Hon'ble
TDSAT with respect to the Terminal 2 commissioning:

a) The Authority in the Second Control Period order decided to impose a penaltyl adjustment of 1% of
the cost of Terminal-2 Phase I, if SIAL fails to commission and capitalize Terminal 2 Phase I by
March 2021. Further, The Authority decided to not consider any additional interest during construction
(l DC)I financing allowance if the project is delayed beyond 31 March 2021.

b) After the order was issued, AERA vide letter no. F. No. AERA/20010/MYTP/SIALlCP-[[/2016
17/Vol-V dated 13th September 20 18clarified that if the delay in completing the project is beyond the
control of SIAL and is properly justified, the same would be considered while truing up IDC and PMC
however, under no circumstances adjustment of I% will be waived. Extract from the letter is given
below: "3. It is clarified that in case there is delay in completion ofproject beyond March 2021. due
to any reason beyond the control o/BIAL or its contracting agency and is properlyjustified. the same
would be considered by the Authority while truing up the actual cost at the time ofdetermination 0/
tariff/or the 3rd control period in respect of IDC and PMC However. there will be no waiver 0/
penalty in case Phase I 0/ Terminal 2 project is delayed beyond 31 March 2021 under any
circumstances. "

c) The Hon'ble TDSAT judgement dated 16 Dec 2020 for SIAL has not altered the decision of AERA
on levyof adjustment fordelay in commissioning of Terminal 2 Phase 1.Relevant extract from Honble
TDSAT judgement has been given below:

"53. On the basis of claim that the Terminal II Building would be completed by March 2021 as
estimated by SIAL, the Authority agreed to treat the capitalization year for Terminal ll-Phase I as
2020-21. This advantage to BIAL would be totally undeserved if'the claim ojBIAL that it will complete
Terminal Il-Phase I by end 0/ March 2021 is not found correct. Hence. as a balancing exercise for
allowing capitalization on the assurance ojBIAL such a penalty which is nothing but reduction ofARR
has been provided to ensure that such promise does not cause loss to the users and undue advantage
to SIAL ifthe claim as to the time ofcompletion is ultimately found incorrect.

5-1. Ifa convincing case ~s made out for any reasonable delay, the Authority agrees to examine the
same on its own merits and may vary or waive the penalty proposed but only for good reasons. This
stand ofthe Authority appears just and proper and does not requirefurther scrutiny"

5,2.12 SIAL has submitted the following justification for the delay in the commissioning of the Terminal 2:

a) "Supply chain issues on imported long lead items. Below are the details ofthe delay in the procurement
ofmaterialsfrom China as per SIAL:
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I A ctual % of I Es t imated
,

Planned 'Yo o f I material Impact on
S.no Sys tem m aterial delivered I d elivered to project Remarksto site by 31. ' May ,

20 20 I site by 31 .
' ! Iimelines iM a . 2020 months

~ble 89 % I 60/0 6.5 IGlass Uni ts lDGUl
Bam boo Ceilings

I.2 I and Co lumn 98 % 12% 31
Wruos I

I i I I Planned delivery on 05
3 Chillers 100% 100 % 37 feb'20 , Delivered o n 25

I Ma v'70
4 PBB's 77% ! 0% 6.4
5 Elevators 88% 70% 1 9 I
6 Escal utors 100% 100% 4 .0 First Del ivery wa s planned

I 7 IIrav ell ators I 100% I 100% 4.0
I on 01 Feb '20, wh ereas

detrverv com menced MId
Mav'20

Below are the details ofthe delay in the procurement ofmaterialsfrom other countries as per BIAL:

Planned % Actual % of Estimated
of material mat er ial Impact on

51 System Item Description
delivered de livered project Coun try Of
to site by to site by timelines Or igin
31st May. 31st May,

2020 2020 (months)
1 VIIT Goods Elevator • 3000 kg I 88% I 70% 1 1 Turkey

2 HVAC EC Fans for air handling Units 100% I 0% 4.0 Germany
j HVAG t-ressure Independent Balancmg Valves 70% I 5% 4.0 Israel
4 I HVAC Electrochemical Water Treatment System 70% 50% 2.0 Israel
5 I Electrical Llghtmg Management System 100% I 0% 10 USA
6 I icr Active Component 30% I 5% 2,0 Singapore
7 ICT MTCS Components 30% I 0% 21 SWitzerland
8 AS HBS • ETO Stations 100% I 100% UK
9 PA PA Equipment 30% I 0% 11 USA
10 I BMS BMS 40% I 0% 2.1 Switzerland

b) Availahility of labour.

c) SUPP~)l chain issues on local procurement

d) Design changes

SIAL has submitted the fo llowing details on the comparison between the actual and the revised timelines
f or the completion of T2 asfollows:
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5.2.13 The Authority has examined the submission of BIAL with respect to the delay in the commissioning
of the Terminal 2.

5.2. J4 The Authority has noted that CQYID-19 has affected the Indian infrastructure projects and has led to
delay in the projects. The Authority is of the view that the reasons provided by BIAL with the data on
labour shortages and supply chain seems reasonable to justify that the project will get delayed beyond
31 March 2021.

5.2.15 Further, the Authority notes that due to disruption in traffic, this delay has not resulted in passenger
inconvenience due to lack of timely capacity augmentation.

5.2.16 Based on these extraordinary circumstances, the Authority proposes to consider the interest during
construction up to FY22 and also waive the adjustment of 1% on delay in operationalization of
Terminal 2 - Phase I till 31 March 2022.

5.2. J 7 BIAL has submitted that the Project Management Costs for the Terminal 2 have been estimated to
increase by INR 50 cr. on account of the extended period of construction till FY22. The Authority is
of the view that the scope of work of PMC consultant for the Terminal 2 has remained the same despite
the increase in the time period for execution of the project. Therefore, the Authority is of the view that
the increase in the PMC costs is not justified and it cannot be passed on to the passengers. The Authority
proposes to exclude the additional PMC costs estimated by BIAL for Terminal 2 for FY22.

5.2.18 The Authority proposes to levy the reduction (adjustment) of I% in the project cost of Terminal 2 in
case BIAL fails to commission and capitalize Terminal 2 Phase I by 31 March 2022. It is clarified that
in case there is delay in completion of project beyond March 2022, due to any reason beyond the control
of BIAL or its contracting agency and is properly justified , the same would be considered by the
Authority while truing up .the actual cost at the time of determination of tariff for the 4th control
period in respect of IDC and PMC. However, there will be no waiver of penalty in case Phase I of
Terminal 2 project is delayed beyond 31 March 2022 under any circumstances .

Cost overruns in the capital expenditure deferred from the Second Control Period to 'Third Control
Period

5.2.19 The Authority had appointed RITES Limited to undertake the study on determination ofefficient capex
of BIAL for 2nd control period. RITES had submitted the report to AERA with project-wise efficient

1851 P a ge



" ". ~ . , .r
' " I~' .

Order No . 11/2021-22 for the Third Control Period KIA. Bengaluru

capex fur 211J control period. Below table compares the estimated cost as per BIAL's MYTP
submission and the approved cost by the Authority (adjusted for the contingency cost) in its Second
Control Period order for BIAL.

Table 77: Comparison of adjusted AERA approved amount with estimated cost (excluding FA/IDC) as
per BIAL

Net approved amount Proposed
Cost

Refer
Project

carried forward from capitalization
Over-run / Variance %

ence SCPto TCP in TCP by
(Under-run)

BIAL
A B C= B-C D=C/A

Al Terminal 2 - Phase I 3.607 3.566 -41 -1%
Forecourts, roadways

A2 and lands ide 1.\27 1.786 659 58%
development
Aircraft maintenance

A3 and Airport 42 41 -I -2%
maintenance

A4 Utilities Phase I 106 104 -2 -2%
A5 T2 Apron I 385 428 43 11 %

A6
South Parallel

398 363 -35 -9%
Runway - Phase II
Sub-Total 5,665 6,288 623 11%

A7 Design and PMC 329 505 176 54%

A7
Pre-Operating

79 325 246 311%
Expenses and ORAT
Total 6,073 7,118 1,045 17%

• amount approved by Authorit y lor SCI' projects deferred to TCP is excluding the proposed capitalization of projects in Second Cunlrol Period

5.2.20 The Authority in the Second Control Period order had decided that BIAL shall submit detailed
explanation and justifications, should the cost incurred exceeds 10% over the cost approved by the
consultant (RITES). The Authority noted that the following projects have exceeded the approved cost:

a) A2 - Forecourts, roadways & landside development - Phase Ib

b) A5 - T2 Apron - Phase 2

c) A7 - Design, PMC, pre-operative expenses and ORAT cost

5.2.21 BIAL has submitted along with its MYTP submission the justification for the increase in the cost. The
Authority has reviewed the justification and proposed the head-wise revisions in the section below.

A2 - Forecourt, roadways & landside development - Phase Ib - Cost overruns

5.2.22 The Authority noted that the approved Forecourts, roadways & landside development cost based on
the independent consultant study was INR 1,216 cr. in the Second Control Period order of BIAL while
BIAL has estimated the cost as INR 1,875 cr., an increase of INR 659 cr.

5.2.23 The justification submitted by BIAL for increase in cost for Forecourts, roadways & landside
development - Phase Ib is as follows:
"These projects are related to the complete landside road network that have been planned to be added
or expanded to support the new Terminal 2 - Phase I and other new developments. A modern Multi-
Modal Transport Hub ("'4kITH) has been designed to give the best city/airport travel customer
experience. connectivity between the teiuunals and easy transfer between various modes oftransport.
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a) Development ofa Multi-Modal- Transport Hub (Rs. -181. 12crores)

• During the PAL I Capex submission, a basic Multi Level Car Parking (MLCP) was considered to
support the Terminal 2 parking requirement. The Parking proposals made as per DPR submitted in
Second Control Period MYTP proposal envisaged a TI MLCP of approximately 64,000 Sqm with
space for parking around 1800 cars for passengers and employees in the basement and at surface
level. MLCP was designed to be an RCC framed (Basement + G structure). The Basement with
4m height & superstructure 3.90 m tloor height was assumed. In addition to the above, provision
of 6m long Boom Barriers at entry points & Parking Management System was also included.

• However, during 2017-18, based on discussions with the Bengaluru Metro Rail Corporation
Limited (BMRCL), airport metro connectivity was felt necessary. Hence the forecourt and land
side facilities at BIAL had to cater to this new requirement. The terminal station was to be
strategically placed so as to provide best access from both the Terminals- TI and TI. This led to
the redesign of the common areas between Tl and T2. The vertical alignment of the metro in the
forecourt area of T I and T2 also underwent a thorough review and evaluation. It was finally
decided that a subgrade open to sky terminal metro station would do best justice from a passenger
facility and accessibility point of view along with optimum utilization of land. The concept further
evolved into a Multi-Modal Transport hub, which could accommodate private vehicles, taxis, city
buses and the metro rail.

• The development of the MMTH evolved on account of the following:

• MMTH to be a passenger-oriented and a focused transit node for the city. Connections between
the terminals and the transportation hub are a key component of the passenger experience and
overall airport vision.

• Apart from arriving and departing passengers, the MMTH would cater to the airport community as
well as the visitors from the city. Thus, the services of metro, bus, app taxi, APM and bag drop
became core to the MMTH.

• Metro: BMRCL would have a metro station terminating at KIA and will be the primary
transportation facility within the MMTH. All passengers, regardless of terminal, could arrive at the
Airport Metro Station.

• Bus: Intercity bus pick-up and drop-off would be located within the MMTH. Facilities shall include
loading bays, passenger waiting areas, ticketing areas, and office facilities. On-airport shuttles may
also be located at the bus kerb, either for passengers going to the terminals or employees going to
various work airport locations.

• App Taxi: It is proposed that each terminal have its own app taxi loading zone. The app taxi loading
zone in the MMTH would primarily serve T2 passengers as well as other passengers arriving via
metro or intercity bus.

• Automatic Passenger Movement (APM): The MMTH is designed to allow for future introduction
of landside APM services, connecting to existing and future facilities such as terminals,
commercial areas, and passenger services (such as remote parking or rental car facilities) and the
requirement is factored in the MMTH.

• Bag Drop: Bag drop facilities are required to connect to the T2 baggage tunnel. The need to reserve
a baggage connection to T I is also factored in, given that there would be a need to renovate T I in
future and allow for such a facility in future.
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• Following key elements have been synthesized to optimize functionality and throughput, while
creating an architectural framework which is dynamic and appealing:

• Terminal roadways entering and exiting T2

• Internal roadways connecting passenger-facing ground transport facilities, and goods flow

• Multi-Storey Car Park

• Private Car Pick-Up

• App-based taxi pick-up

• Bus Station

• Metro Concourse and Platform

• Inter-Terminal Connecting Bridge

• Inter-Terminal Transfer Facility

• Baggage check-in facilities were also planned to be provided at the terminaI metro station. It was
also important to have a free, seamless and safe pedestrian walkway connectivity between Terminal
T2/ Metro Station / T I/CUP such that passengers/staff/other service providers can have a hassle
free and safe walking experience.

• In order to meet all the above-mentioned requirements, the complete redesign of the area resulted
in the following facilities:

• Baggage pr?cessing at the minus level 3 of the MMTH basement. From here, one tunnel is planned
towards the TI Terminal and the second tunnel connects the T2 Terminal.

• Two basements for car parking

• Part of the basement number one for the bus parking.

• Common services areas for the metro and the MMTH.

• A level 0 walking area connecting the Terminal 2, MMTH and Metro.

• An elevated pedestrian walkway connecting Metro &Terminal I.

• Terminal metro station as a subgrade open to sky metro station with platform screen doors and the
MMTH / Metro interfacing and enabling works.

• The rainwater harvesting ponds re-orientation

b) Landside Facilities (Rs. /77.44 crores)

• At the planned Trumpet expansion, land acquisition was to be carried out by NHAI. The Way
Leave Charges towards the acquisition was borne was BlAL. The cost incurred is Rs. 8.75 crores.

• At the time of finalization of Metro Terminal Station, it was found optimum to align the road
network connectivity to the Terminal 2 along with the metro vertical alignment. At the time of
MYTP submission for Second Control Period, elevated road network was considered to connect
to/from T2 Terminal from the existing ATC tower. In the current scheme the road network
connectivity to/from T2 reaches approx. minus 6 metres at the current ATC tower and continues at
minus 6 metres till it reaches TI arrivals road. From here it again starts to ramp upwards towards
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the Terminal 7., Deep drains had to he added to the list of projects due to the shift from elevated
network to a -6m level network.

• Based on the development plans and further detailing to meet the connectivity requirements, there
is ~n increase in the road development area by approx. 20% as compared to the areas that had been
submitted as part of the earlier submission . This increase has resulted into an additional cost of
approximately Rs 90 crores.

• A major CISF checkpoint for a 10-lane road system along with bollards are planned on the main
access road to monitor and control the access to/from the terminals. This is facility is to meet the
security requirements. This checkpoint will be equipped with offices, checkpoints , CCTV cameras,
bollards, parking spaces etc. and is designed for 24x7 operations . The estimated cost towards this
entire arrangement is Rs. 12 crores.

• A Vehicular Underpass (VUP) has been added to cross beneath the main access road from the north
cargo road to the southern access road. This is a 2-1ane vehicular under pass and the total length of
the pass is 380 metre Two tracks of the metro along with the road network to the terminals passes
above the underpass. The VUP is an asphalt road, with drains, steel lighting and other road
furniture. The clear width at the VUP is 10.5m and approaches have a width of7.5m.

• A pedestrian walkway facility has been added for safe and seamless pedestrian access from the car
park to T I forecourl. This is semi enclosed facility with elevators, escalators and travellators .
Landscaping has been added to the walkway. The total length of the pedestrian walkway is 450m.
The breakup is elevated walkway of 240m length, 70m long bridge crossing the main access road
and 140m of at-grade portion. This facility is planned to have 4 elevators, 2 escalators and 4
travellators . The estimated costs here is Rs 41.04 crores.

• Other important features of the Landside Facilities

• Curved street lighting is being considered as against the standard light poles. As regards the
Elevated Roads, special architectural lights are planned. These include pier and deck girder
uplights, LED lighting for the full length of the tlyovers .

• A landscape plan along the main access road has been planned from start of the road network
within KIA till the Terminal 2.

• Latest and modern ICT systems is planned for effective CCTV coverage and data storage for the
landside."

5.2.24 The Authority noted that the increase in the forecourts, landside and roadways cost is on account of
development ofa multi-modal transport hub and landside facilities.

5.2.25 Regarding the development of the multi-modal transport hub, the Authority noted that it had approved
multi-level car park in the SCP order. BIAL has proposed to convert the multi-level car park into a
multi-modal transport hub which integrates bus station, car park, metro station, premium car park,
baggage sorting area as well as taxi! cabs and also includes retail area as part of MMTH. The Authority
notes that the MMTH has both aeronautical and non-aeronautical components. The Authority proposes
to bifurcate the MMTH cost into aeronautical and non-aeronautical components based on the tloor wise
area usage for aeronautical and non-aeronautic al activities.

Table 78: Allocation of MMTH cost into aeronautical and non-aeronautical

Floor

Basem ent 3

Usage

Baggage sorting area

Area (sq m)

6555

Type (AI NAt C)*

A
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S no Floor Usage Area (sq m) Type (AI NAI C)*

2 Basement 2 Private car parking 35722 NA

3 Basement 1.5 Bus station 14791 A

4 Basement I Private parking 364 19 NA

App taxi and premium taxi (considered
5 Level 0 NA presently as Metro expected to be 47401 NA

operationalized in FY26)

6 Level I Passenger circulation and landscape 33704 A

Total 174592

Total aero 55050

Total non-aero 119542

% non-aero ratio 68%

5.2.26 The Authority noted that the majority of the increase in MMTH cost (68% is non-aero as per the table
above) can be attributed to the non-aeronautical activities.

5.2.27 Regarding the landside facilities, the Authority noted that the additional cost in forecourts, landside
and roadways is on account of the need to provide the metro connectivity to the airport which has
resulted in the re-alignment of the approach roads.

5.2.28 Based on the above, the Authority proposes to consider the additional cost on account of forecourts,
landside and roadways as part of the RAB.

5.2.29 Further, Phase I of MMTH which is proposed to be commissioned in FY22 does not include the metro
station but only the enabling works for metro station and the baggage sorting area. BIAL has submitted
that these assets will be capitalized in FY22. The Authority noted that the enabling works for metro
station and the baggage sorting area will be put to use at the time metro commissioning its operations,
that is, in FY26. The Authority is of the view that the passengers cannot be charged for the assets not
available for their use and therefore, proposes to capitalize the enabling works for metro station and
the baggage sorting area in the year of metro commissioning, that is, FY26.

5.2.30 Below table provides the break-up of the forecourt, roadways & landside development - Phase I b cost
as proposed by the Authority.

Table 79: Break-up of the forecourt, roadways & landside development - Phase I b

S no Particulars' (in INR cr.)
Proposed capex as per BIAL's Proposed capex as

MYTP submission for TCP per Authority

I
Forccourt. roadways & landside development

1,250.45 1.250.45
- Phase Ib (except MMTI-I)

2 MMTII- Phase 1 535.94 462.51

Total 1,786.40 1,712.96
• capital expenditure provided IS exc luding the design , PMC. conungency, pre-operati ve expen ses and IDC

AS - T2 Apron - Phase 2 - Cost ~verruns

5.2.31 The Authority noted that the approved T2 - Apron cost based on the independent consuItant study was
INR 385 cr. in the Second Control Period order of SIAL while SIAL has estimated the cost as INR
428 cr., an increase of INR 43 cr.

5.2.32 The justification submitted by BIAL for increase in cost for T2 Apron - Phase 2 is as follows:
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.. "The major reason for the increase in costs is on account of having additional rainwater harvesting
ponds. In order to meet the water requirement through sustainable additional 3 rainwater harvesting
ponds are added on the landside. The total capacity of the ponds added is 227 ML. Construction of
these ponds involve earthworks, pond lining, pump rooms and piping works. The cost towards this
is Rs. 22.50 crores.

.. The apron construction works were planned to be carried out using the Ground Support Equipment
(GSE) tunnel or the Eastern Connectivity Tunnel (ECT). However, due to security reasons,
approval from SCAS/CISF is awaited for using the tunnels for movement of men, materials and
equipment for construction activities on 24x7 basis. This non-availability of the tunnels has
resulted in a significantly longer lead of approx. 20 krns for movement of men, material and
equipment. This has contributed to the balance overrun to be incurred."

5.2.33 The Authority had asked SIAL to submit the details of the water cost savings due to the additional
rainwater harvesting (RWH) ponds. SIAL had submitted that 50% of the potable water requirement
from FY23 onwards will be sourced from these RWH ponds and accordingly, the cost of procuring
water from external sources will decrease. The Authority has noted the cost benefit of the RWH ponds
and proposes to consider the increase in the cost of T2 Apron Phase 2 due to RWH ponds upto 22.50
cr. The Authority proposes to consider the actual cost of the RWH ponds during true-up for the next
control period. Based on the asset allocation study (refer Annexure 3 fur SUlIIIIlury of the report), the
Authority proposes to bifurcate the RWH ponds into aeronautical and non-aeronautical based on the
average terminal area ratio.

5.2.34 In the response to the Authority's query, SIAL had mentioned that the ECT had been constructed in
November 20 19, however, it was not utilized due to pending SCAS approval. The Authority notes that
the construction activities were limited from March 2020 onwards due to Covid-19 and SIAL has
received the SCAS approval for operations in September 2020. As a result, the Authority is of the view
that SIAL's claim of increase in cost of [NR 20.50 cr. is not reasonable. The Authority proposes to
exclude the estimated additional cost of T2 Apron Phase 2 from RAS due to the delay in the
commissioning of the ECT.

A6 - South Parallel Runway - Phase II

5.2.35 The Authority asked S[AL to submit the details of the works proposed under the South Parallel Runway
- Phase II project which is proposed to be capitalized in the Third Control Period. SIAL submitted the
following response:
"Certain projects which were completed in 2019-20 were capitalized and recognized as assets while

some Projects which were in progress got carried over beyond 31s/ Mar 2020 and are estimated to

be completed in the ensuing period FY 2021 and FY 2022.

Hence.for ease ofreference, out ofthe total Estimated Cos/ at completion for the NSPR program (in

the PAL-I projects) submitted as part of"'"YTP. the projects which were carried over beyond FY2020

and planned to be completed in the subsequent years have been captured in the Business Plan as

Phase II. The list ofkey projectsfor the line item "South Runway Phase II" is given below:

i. Ground Support Equipment Underpass

ii. North Airfield connections

iii. Earthwork. asphalt & drainage along the areas - Crossfield taxiway P&Q

iv. Airfield Ground Lighting (AGLJ Works

v.
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vi. Perimeter wall related works

vii. Perimeter Intrusion Detection Works (P1DS)

We wish to clarify that no new projects are gelling implemented under Phase II. beyond what was

originally approved by AERA in the 2nd CP tarifforder. ..

5.2.36 The Authority noted that RITES had approved a consolidated project for the new south airfield works
while BIAL has proposed capitalization of the project in two parts. The Authority asked BIAL to
submit the reason for bifurcating the project into two parts and the justification on whether these
projects can be capitalized independently. BIAL submitted the following response:
"The complete second runway system is commissioned and is operational after obtaining necessary

approvalsfrom the Regulator - DGCA. Based on this, the statutory auditors have also approved the

capitalization ofthe 2nd runway and the same is reflected in IGAP? FY2020 reports.

RITES has provided one consolidated cost. It may be noted NSPR is mega irfrastructure project.

Any mega project has subprojects which once completed can be put to beneficial occupancy. As and

when each ofthese projects can be put into beneficial occupancy. the commissioning and operations

is carried out for beneficial service to the passengers and airlines. ..

5.2.37 The Authority has noted the above responses of BlAL on the South Parallel Runway - Phase II project
which has given the details uf the proposed project and explained the reason for capitalization in two
parts. Accordingly, the Authority proposes to consider the capital expenditure for South Parallel
Runway - Phase II in the RAB of the Third Control Period.

A7 - Design, PMC and Pre-ops cost - Cost overruns

5.2.38 The Authority noted that the approved Design and PMC cost based on the independent consultant study
was 5% of the total project cost in the Second Control Period order of BIAL while BIAL has estimated
the cost as 6.94%, an increase of 1.94%. The Authority had approved INR 150 cr. as the pre-operative
expenses in the Second Control Period order of BIAL while BIAL has estimated the cost as INR 402
cr. (inclusive of ORAT cost), an increase of INR 252 cr..

5.2.39 The following justification is submitted by BlAL for increase in cost for Design, PMC, pre-operative
expenses and ORAT cost:

• "The estimated actual cost of Rs. 354 crores includes a committed design costs of Rs. 328 crores
for major designs activities which have been awarded towards the following Projects:

• Terminal 2 - Phase I

• NSPR and associated airside works

• MMTH & landside design services

• Landscape design

• Provision for specialized design services: peer review and study, third party design checks.

• PMC has been engaged for overseeing and managing the project.

• Pre-Operative Cost:

• BIAL has undertaken an integrated large-scale Airside and Terminal development program with
associated road and other infrastructure facilities comprising of more than 80 sub-projects. Such a
mega scale development program has the following requirements to be adhered to:

• High safety standards (target zero)
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• World class quality

• Specialized and customized construction works

• Challenging and aggressive time schedule

• Delivery to budget

• Interdependent and large-scale works undertaken at the same time across the premises - airside,
terminal and landside.

• Resources required arc specialized by nature for managing such large-scale expansions. Due to the
above requirements, BIAL had to ensure proper staffing to achieve the quality expectation as set
out in the scope and specification for a world class project delivery.

• BIAL had to work out ajudicious mix of PMC (specialist and short term) starting and own starting
(long term requirements) to meet these safety, quality, time and cost challenges.

• BIAL has an exclusive team of Planning, Design, Construction, Airport Systems, Quality,
Procurement, Contract Administration, Project Control besides support services like HR and
Finance. This team is totally dedicated to development ofthc project. Besides, specialists are also
hired to support the existing project ream. The salaries and office related expenses of this team are
' Pre-Operative Expenses'. It is pertinent to submit that the team is involved from a pre-concept
stage starting with design, planning and adding to that the service support teams like Procurement,
QA, HSE, Project Controls etc., besides construction teams as and when required. Besides, some
specialists in areas like design, airport systems etc., are being roped in from PMC agency wherever
required.

• Operational Readiness and Transition (ORAT) was not provided as part of the PAL l-Capex
submissions. These are incurred towards trials, customization of the airport staff/airline community
towards smooth operations of various project facilities such as the runway, terminal 2, etc., from
the day of operations.

• BIAL has carried out benchmark study by engaging Mis Turner on various Airports - India and
International Airports as well as other mega infrastructure projects in India and South-east Asia.

• List of Airports chosen for benchmarking:

• Indira Gandhi International Airport, Delhi - Terminal 3 (DEL)

• Chhatrapati Shivaji Maharaj International Airport, Mumbai - Terminal 2 (BOM)

• Rajiv Gandhi International Airport, Hyderabad - Terminal I Expansion (HYD)

• King Abdul-Aziz International Airport, Jeddah, Kingdom of Saudi Arabia - Terminal I (JED)

• Tan Son Nhat International Airport, Vietnam - Terminal 1 (SGN)

• When looking at the range and average of pre-ops, PMC, and design costs based on hard cost of
projects that achieve similar global rankings, cost per passenger, timeliness of construction, and
LEED rated facilities in India is as follows:

Table 80: Benchmarking study submitted by BIAL

SilO Cost head Range Average BIAL's estimate

/ Design and PMC 5./-1/./% 8.03% 6.9-1%

2 Pre-operative expenses 3-8.9% 5.63% -1.33%
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Cost head

Total

Range

10.1 -20.0% 13.67%

8Ml, 's estimate

/1.63%

• Hence, the total soft cost for SIAL as a % of the estimated cost of I 1.63% is within the soft cost
benchmarked with leading airport and infrastructure project in India and globally. Further, the
break-up of individual elements of soft costs (Design & PMC, Pre-Operative cost)is also well
within the average levels shown above.

• The below table compares the various elements of soft costs for SIAL against the 3 projects (Indira
Gandhi International Airport, Delhi - Terminal 3 (DIAL), Chhatrapati Shivaji Maharaj
International Airport, Mumbai - Terminal 2 (MIAL) and Rajiv Gandhi International Airport.
Hyderabad - Terminal I Expansion (HIAL)) and also includes data on Tl A expansion of SIAL.
Project cost excluding Interest during construction has been taken as the base for computing the %

depiction.
Rs In crores DIAL MIAL HIAL SIAL · T1A SIAL· T2

Mar·22 Mar·21

'.' II ;. "

4.24%
1.91%

. "

3.94%

354.00
159.00
329.00

9183.00

4.31%
2.54%
4.88%

401.00

354.00
209.00

11.73% 10.09%
2.86%
• II',

1.335 .7510 657.00 9245.00 1 989.00

286.00
818 .00

50.00
~0300 92.00
488.00 684.00 54.00 ,

I " ". I'

"
2.95%

10.56%
2.79%

2.10% 5.13%
5.04% 8.83% 3.01%
• I". . ., ' I'

• As can be seen from the above table, SIAL soft costs are comparable to the expansion projects of
DIAL, MIAL and GHIAL. The essential difference being the Design costs, which is a reflection
of the Detailed Design done by SIAL, prior to award of construction contracts in comparison to
the Schematic Design dine by the other airport operators.

• Additionally, SIAL actual completion dates have been severely impacted by COVID 19pandemic
which had resulted in a delay of 12 months in the completion of the Project."

5.2.40 The Authority has examined the submission of SIAL on justification of the increase in the design,
PMC, pre-operative and ORAT costs.

5.2.41 The Authority has decided to allow 5% of the project cost for Design and PMC costs based on the
independent study undertaken by RITES Limited in the Second Control Period order. The Authority
proposes to consider 5% of the project cost for Design and PMC costs for the capital expenditure
deferred from Second Control Period. The Authority proposes to review and true-up the design and
PMC costs after the project is commissioned and subject to its reasonableness.

5.2.42 The Authority has noted that the pre-operative expenses claimed by SIAL is INR 402 cr. inclusive of
ORAT cost.

5.2.43 The Authority has noted that SIAL has submitted INR 46 cr. as Operational Readiness and Airport
Transfer (ORAT) expenses as part of the pre-operative expenses to operationalize the Terminal 2.
SIAL has submitted that it is undertaking the ORAT program with its own employees . Since ORAT
expenses are part of the airport operations, the Authority is of the view that these costs should be part
of the operational expenditure. The Authority proposes to include the ORAT expenses as part of the
operational expenditure and exclude it from the RAS of the Third Control Period.
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5.2.44 SIAL has submitted that till: it has an exclusive team for rimming, Design, Construction, Quality
control, Procurement, Contract Administration, Project Control besides support services like HR. legal
and Finance and this team is totally dedicated to the implementation of projects proposed in Second
Control Period. The Authority has noted that the pre-operative expenses includes the personnel cost
and office related expenses of this team involved in the capital expenditure projects.

5.2.45 The Authority has noted that SIAL has appointed a separate Design and PMC consultants for the capital
expenditure projects. Therefore, the Authority has asked SIAL to submit the justification for employing
the team of SIAL for the capital expenditure projects and also the cost savings for SIAL due to this
team. SIAL has submitted the following response:

• "Any Mega Program delivery essentially consists of client organization team members and
specialist consultants to successfully handle the challenges that are typically encountered in such
large and complex project delivery environment. '

• Airport projects are complex. multiyear undertakings that involve various consultants, contractors,
subcontractors, and suppliers. The Owner's project team is required to manage large numbers of
commercial agreements , along with ongoing changes. progress measurements, and other
administrative challenges.

• Owner's Project Team generally take care ofthe pre-construction activities, strategy development
for the project delivery in-line with the vision and mission of the organization, fiduciary
responsibilities, running of the procurement process for appointment of consultants & contractors,
bill certification, statutory compliances. progress monitoring, safety and quality.

• Specialists consultants such as design consultants, project management consultants, construction
management consultants are appointed to bring in their skills. expertise, processes, systems based
on their vast experience in mega projects involving multiple international organization. The
specialist input ensures the client organization is able to effectively and smoothly discharge its
responsibility for achieving successful project closures. The services from the specialist consultants
can be availed in various degrees and measures which have a direct bearing on the project
parameters such as - control of the project development, liability being incurred, costs incurred for
such services etc.

• Based on the project delivery strategy adopted by the client organization the consultancy services
scope is tailored accordingly.

• The planned projects at SIAL, touch almost every aspect of civil engineering from earth retaining
structures, pavements to large span buildings and water treatment facilities. These projects are
challenging and at peak activity, there were more than 100 projects, minor and major. running
concurrently. All projects needed to fit together like ajigsaw puzzle and be completed in time for
the operationalization of Terminal 2.

• With the above background, SIAL has adopted the following strategy :

DESIGN WORKS

• Specialist design consultants have been appointed by SIAL to carry out the design services. The
process and the role of the SIAL Project team during the design phase is provided in the below
table. It may be noted that to carry out the below mentioned functions, a very competent and
professional team needs to be in place to carry out these roles.
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S No Design A ctivities Role of81,,11. Project Team

I Comp etent and Specialist Design Consultants Identification ofthe potential consultants.

appointed/or providing the concept design. Preparation ofthe scope document/or bidding purposes.

schematic design , detailed designs. cost Ensuring all consultants scope are properly tied-Up,

estimates and technical tender documents. Technical clarifications to bidders

Evaluation and Review ofthe documents submitted by the

bidders

:2 Prior to commencement ofthe consultanc y Discussion on the scope. the list ofdeliverables.

assignment detailed interactions between BIAL Discuss and agree on the fonuats. standards. sequence.

Project team and the consul/ant team on the and timing ofdeliverables

expectations

3 Basis the input rec eived: Consultant Regular progress review meetings.

commences the work activities. Provide inputs and decisions as required.

Raise dela y alarms and 1V0rk out mitigation measures
.j At each stage the consultants submit their In dept and detailed review of/he submissions.

dellverables for review by BIA L. BIA L project The document is shared with other internal stakeholders

head BIAL design head BIAL construction (Operations. Maintenance team etc.) f or their review and

head along with the team memb ers review and acceptance.

comment on the submissions. These comments All observations are noted and conunuuicated to the

and observations are onfunctionality cansultantfor incorporation in the next submissions.

specifications. constructability. costs. safety Value engineering solutions are identified and

and quality related matters. communicated.

5 The consultant further modifies the submission Ensure all comments are incorporated

and after an interactive process the Regularfollow up to meet the completion timelines.

submissions are clos ed.

Areas of design work not covered by the design consultants

• Changes to the project initiated by the BIAL End User. BIAL Project team co-ordinates with the
end user team (Operations Department) and arrives at a Project Brief such that the same can then
be taken forward into the design stage either through consultants, BIAL or contractors' consultants.

• Review and approval of the designs/drawings submissions carried out by the Contractors .

• Design changes raised by the Contractors. The same needs to be evaluated by the BIAL's design
team and suitable actions taken to approve or reject the changes.

• Explaining the designs to the Statutory Authorities (BCAS, Fire, DGCA, etc.) for receiving
commencement and completion certificates.

• Clarification to Lender Engineers.

Benefits of the above approach:

• Relevant work portions carried out by world class specialists.

• Client control always ensured thus ensuring the vision and mission of the projects are safeguarded .

• Ability to effect changes as required by BIAL

• Optimal direct hiring by BIAL, thus significant cost benefits and no long-term staffing issues.

PROJECT & CONSTRUCTION MANAGEMENT WORKS
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• BIAL PAL I Projects arc a mixture of wide range of project activities which can be categorized
into the following 2 major parts :

• Mega Projects - technologically advanced, multidisciplinary, international vendors, first of its kind
systems, complex co-ordination and aggressive timelines

• Terminal 2 Project,

• Second Runway, Apron, AGL Lighting S: Related Airside Works,

• Large, Medium and Small Project involving various different disciplines, co-ordination.

• Multimodal transport hub

• Buildings, roads, vehicular underpass, grade separators, substation, sewage treatment plant, utility
network, IT network, drainage systems, huge landscaping etc.

• In order to effectively manage the entire mix of projects activities BIAL adopted a strategy wherein
the PMC (project management consultant) joined as the extended arm of BIAL for delivering the
mega, complex and time bound projects with active participation of BIA.L Project team. With this,
BIAL ensured the right am]competent staff allocation for the management of these 2 large projects.
For Large, Medium &.Small sized projects, the project management and construction management
are by the BIAL Project team. In order to have high standards of safety and quality a competent
team comprising of BIAL staff and consultancy staff was formed.

• Through leveraging the skillset and expertise of a PMC that has specific personnel and processes,
focused on delivering mega, complex, and time bound projects, integrated with the BIAL team
limits the financial ramifications of a contractor not delivering a project at the level of quality,
safety, timeliness, and costs established at the outset. Even deployment of large contractors with
reputation and established track record could still result in delay of the project handover and
thereon significant cost claims upon the project completion and result in significant financial
impact. By engaging specialist consultants who have successfully delivered large, similar projects,
together with BIAL team will help mitigate the potential negative financial impacts through such
following measures: .

• Developing detailed designs and specifications to provide comprehensive project information
which limits contractor change orders due to ambiguity. The creation of exhaustive tenders and
ultimately contract which are awarded below the established budget.

• Generating innovative construction methodologies that help expedite contractor works to recover
and negate schedule slippages. Thus safeguarding the operational date.

• Providing comprehensive contractual evaluation and strategy to directly address and eliminate
contractual grievances with the Contractor. Significantly minimizing contractual claims.

• Providing innovative safety measures for the contractor to comply with and strict oversight to
ensure implementation. This fundamental protection of worker safety is of utmost importance from
a societal, ethical, financial, and moral perspective. Projects have achieved over 25 million hours
worked without a lost time incidence.

• Implementing world-class quality measures both within the contractor and through operational
processes that ensure a level of quality is provided at an international standard. This directly
impacts the passenger experience along with limits additional operational expenses through a
reduction of reparatory maintenance ex enses.

;;~Jifi »:e ~t-
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It m ay be noted that as part ofth e PA L I Pr ojects, 30 key construction contr acts (mega s ized to medium sized)

have been awarded by SIAL. Th e scope of works carried out by the SIAL team (Pre-Operative) are provided

below:

Department

Design

Procurement &:
Contract Admin

Construction

Landscape

Support (Bill ing.

Admin. finance.

legal, etc.)

Estimation and

Cos ting

Proj ect Controls

BIALStaff Role

II-/as been exp lained in detail in the above Design Works.

I,BIAL team primarily carries out the role ofdefining the scope ofconsultants . review and approve

onsultant work scope .

ippty value engineering measures

I/ncorporate latest requirements into the designs

IProcurementteam is led by BIAL and co mpletely managed by BfA l.for both Mega Proj ect and

~arge. Medium &: Small Proj ects .

IPreparation of commercial conditionsfor tender documents.

CCI/'/:v out the procurement process in line with the procurement policy - EOI, RFQ. RFP etc.

Contract Administration/or all Large, Medium &: Small Project

Contrac tual corresp ondence

Raising and Closing Change Order &: Cha nge Notice

Contrac tually safeguarding BIAL interest with respect to awarded contracts.

iLarge , Medium &: Small sized proj ect dtrectly managed by IJIAL team

Construction meth odology finalization

Co-ordination with various operations stakeholders as most a/the works being carried out in

operational areas

p ay to day construction management

Construction supervision and co-ordination with designer

Site inspe cti on. inspection rep orts etc.

Progress review and mit igation measures

Ensure safe working is being carried out.

Ensure quality ofthe works are being achieved. Clear mat erial approval sample, material

inspection report

Complete landscape development execution activities are taken care by the landscape team for the

'vlega and Large, Medium &: Small Proj ects:

Working level drawings

Site works management -earth preparation, irrigation works, planting, coordination with

takeholders

Setup and maintain nurs eryfo r the plant s

BIAL team for Mega Projects and Large, Medium &:Small Projects

Bill certification and processing

Budgetary contro ls

Doc ument management

Legal inputs on vari ous mailers

Office management

arge . Medium &:Small Proj ects

Pre-feas ibit ity estimates

Vewfacility estimates.

Review 0/consultant cos t estimates

I 'alue eng ineering and cos t optimization suggestions

Changes price negotiations finalization

Medium and Small sized projects

Establish proj ect schedules

Trac k pr ojects

'r epare Progr ess Report - daily weekly and monthly
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Department BIAL Stflf/ Role

Safety Voint team by BIAL and PMC

Establish HSE manual

Ensure safety standards are mel all project site.

II?0und the clock supervision

Qualit y Voint team by BIAL and PMC

Establish and implement Quality Systems.

Develop checklist 10he inline with the QA plan

11?eview and Approve melhod statement

~ile quality checks

Il?aise and close IVCRs.

CONCLUSION

• It may be noted that there is no over-lapping of responsibilities between the SIAL Project team
and the Consultancy staff in the above listed activities to be carried out. It would have been a
costlier and an inefficient situation if either the complete design, project & construction
management and direct staffing was done by SIAL alone or was handed over to Consultants only
without SIAL Project team

• SIAL does not have any subsidiary company that will lake can: or Design and Engineering services
nor does SIAL have any "shared services" arrangement with its parent, to avail the services of
Procurement, Contract management, Legal, etc. Hence, all of these had to be done by in-house
team that will only look at Projects and are not involved in day to day operations of the Airport

• AAI has developed a large number of specialists in almost every aspect of airport planning,
construction, maintenance and operations. Project teams are specially deve loped to take fuII
advantage of the central pool of specialized strengths to meet the specific requirement for each
project. This advantage is not available with SIAL.

• SIAL being a SPY created for developing, operating and maintaining the KIA, does not have the
AAI/other large airport developers background and organizational support and hence has to deploy
dedicated Project team to perform the above-mentioned activities.

Savings in Capital Expenditure

• Owner's project team is always required as the responsibility of ultimate delivery of the project
lies with the Airport operator and not the consultant

• Projects of this magnitude will always have scope changes and change orders and hence it is the
Owner who has the final say in this regard. If the approach was a 100% consultant led model, then
the consultant will be responsible for all of these and this approach is impractical.

• In case of opting for a 100% Consultant led construction approach, the underlying contract with
the Owner would have to incorporate potential LOs/penalties that would be payable by the
Consultant, on account of non-delivery of the project within the approved timelines and cost
budget. This will only increase the cost of Consultants vis-a-vis having a hybrid model wherein
Owner 's team is ultimately responsible for Project delivery. It is well known that LOs/penalties
can never be a true retlection of the actual loss in time and increase in costs.

• All statutory compliances and responsibility for the same, as a "primary employer" rests with the
owner and not with the consultant. So, a 100% Consultant led model is not feasible to implement
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• Therefore, savings ill capital expenditure by uvoiding Owner's teum and opting for a 100%
consultant led project construction model is a hypothetical analysis and we have not done such cost
benefit analysis. In our view, such an approach will be costlier than the hybrid model that has been
adopted by SIAL

• Most of the private sector airport projects like DIAL T3 and MIAL T2 have all been implemented
by adopting this hybrid approach only. In our Summary note on Soft costs, we have compared the
pre-operative costs incurred by DIAL, MIAL and GHIAL vis-a-vis SIAL Expansion project.

• Additionally, Lenders when they evaluate our project and sanction loans, clearly require us to have
our own team that will coordinate, supervise and project manage the Expansion project along with
specialized consultants. For the lenders. SIAL is ultimately responsible for project delivery within
approved timelines and cost budget."

5.2.46 The Authority has examined the submission of SIAL with respect to the pre-operative expenses. The
Authority is of [he view [hat [he tasks of the SIAL 's project team are generally part of the airport's
scope of work and these costs should not be capitalized. Further, the Authority notes that the magnitude
of the pre-operative expenses proposed by SIAL (INR 356 cr. exclusive of ORAT costs) is not justified
given the additional costs proposed by SIAL for the design and project management consultants .
Therefore, the Authority proposes to exclude the pre-operative expenses on the deferred projects of the
Second Control Period from the RAS of Third Control Period.

5.2.47 Based on the above proposals, the Authority proposes to Design, PMC and Pre-ops cost as per the
following table:

Table 81: Design, PMC and pre-ops cost of the deferred capex of the SCP proposed by the Authority
for the Third Control Period

• difference ISdue to rounding 011; computed such thai the design and PMC cost IS 5% 01 the total hard COSI0 1 the proJCCIS m the Second Control
Period and the projects deferred 10 the Third Control Period

Project'
Proposed capitalization Proposed capitalization in

in TCP- BIAL TCP - Authority

Design and PMC 504.87 350.20*

Add: Pre-Operating Expenses and ORAT 324.98 0

Total of design, PM C, pre-operative and ORAT 829.84 350.20
, .

5.2.48 The Authority has noted that SIAL has proposed to fund the asset through debt and equity. However,
SIAL has computed the financing allowance on the entire project cost. The Authority noted that the
financing allowance is a notional amount and while true-up of the Second Control Period the Authority
has allowed the interest during construction instead of the financing allowance as per para 3.3.40.
Accordingly, the Authority proposes to consider the interest during construction on the project cost for
the Third Control Period.

Capital expenditure proposed by the Authority for group A

5.2.49 Based on the above examination, the Authority proposes the capital expenditure of projects deferred
from SCP to TCP as per the following table:
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Table 82: Capital expenditure projects deferred from Second Control Period to the Third Control

Period as proposed by the Authority

Proposed
Revised Proposed

cap ex as per
proposed capex as

Project/ RIAL 's MYTP Difference
Reference

Group
No. Particulars

submission for
capex as per per

(4 = 3-2)

TCP
RIAL forTCP Authority

( I)
(2) (3)

Ca pex

projects
Terminal 2 -

A deferred A l 3.565.67 3.565.67 3.565.67 0.00
from SCI'

Phase I

toTC P
Foreco urt,

roadways &
A2 landside 1.786.40 1.786.40 1.71 2.96 -73.44

development -
Phase Ib

Aircraft

Maintenance
A3 & Airport 41.16 4 1.16 41. 16 0.00

Maintenance
Facilities

A4 Utilities 104.22 104.22 104.22 0.00

A5
T2 - Apron

0.00 427.73 407.23 -20.50
Phase 2

South Parallel
A6 Runway - 0.00 362.95 362.95 0.00

Phase 2

Design. PMC
A7 and Pre-cps 710.16 830.57 350.20 -480.37

cost
Capex

projects

A
deferred

6,207.60 7,118.69 6,544.38 -574.31
from SCP to
TCP (sub-

total)

IDC 814.39 904.80 853.78 -5 1.02

Total
(including 7,021.99 8,023.50 7,398.17 -625.33

IDC)

B. Capital expenditure projects for the Third Control Period

5.2.50 Follow ing tab le g ives the detai Is of the capital ex penditure in Group B - capex projects proposed in

Tel' as subm itted by BIAL in its MYTp and the revi sed submiss ion dated 2 February 202 1:
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Table 83: Capital expenditure projects for the Third Control Period as proposed by BIAL

Proposed Revised

Project!
capex as per proposed

Reference No. Particulars RIAL's MYTP capex as per
Group

submiss ion for RIAL for

TCP TCP

Capex

B
projects

81 Airside Security wall 3.88 3.88
11)1' the

TC P

8 2 Airside perimeter Road 18.21 18.20

B3 T I Optimization 249 .5 \ 249.5 1

8 4
Cyc le Track along SA R I SW R I NC R plus

12.89 0.00
docking stations

R5 MMTH - Phase 2 2611.59 129.41

8 6 Airpor t Te rminal Metro Stiltion 156.82 156.8 2

B7 City Side Metro Station 97.60 97.60

B8 North west Il)CIl] expansion 41.13 41.13

B9 CIS F Barrack Expansion and Access Road 44 .79 44. 79

BIO BIAL Campus Park ing and Ca nteen 69.65 0.00

BII Animal Quarantin e facil ity 3.65 3.6 5

812
New carg o dom estic termin al including Coo l

101.88 101.88
Port

Bl3 Refurbishment of ex isting cargo termin als 11 8.76 118.76

BI4 Refurbi shment of catering buildings 25. 81 25.111

BI5 Water Trea tment Plant 6.80 6.80

816 Landscape Works 69.39 69.39

BI7 A lpha 4 204.37 204.38

BI8 Lands ide Maintenance Building 12.48 12.411

BI9 Design. PMC. Prc-ops cos t and Contingency 399. 15 340.39

820 CISF Permanent Housing - Phase I 369.68 369. 68

R C apex projects for th e TCP 2,275.04 1,994.57

Financing
166.49 156.42

Allowan ce

T ota l

(including 2,441.53 2,150.98

FA)

5.2.51 The Authority has examined the estimated capital expenditure projects submitted by BIAL for the
Third Control Period.

5.2.52 BIAL, in its submission dated 2 Feb 202 1, had revised the capital expenditure projects proposed in the
Third Control Period. The revisions included the following changes:

a) B4 - Deferment of Cycle Track along SAR I SWR I NCR plus docking stations

b) B5 - Reduction of scope in the MMTH Phase 2 project which has reduced the cost as given in the Table
83

c) B10- Deferment of BIAL Campus Parking and Canteen
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5.2.53 For its analysis, the Authority has considered the capital expenditure projects for the Third Control
Period based on the revised submission of SIAL.

B3 - TI Optimization

5.2.54 The Authority has noted that T I - Optimization is proposed by SIAL as a project instead of including
it in the sustaining capex as it includes the operational repairs. The Authority had asked SIAL to
provide the justification for including T I - Optimization as a separate cost. SIAL had submitted the
below response:

a) "The sustaining capes includes repairs and maintenance, minor projects, special repairs andfacility

augmentation to cater to the growth in traffic. Additionally, initiatives such as Aadhar enabled entry

and biometric boarding system ("Digi Yatra ") etc. are initiatives forming part of sustaining capex.

BIAL also does regulatory and safety compliance related capex which are mandated from BCAS,

DGCA, MOEF etc. which form part ofsustaining capex. Most ofthe sustaining capex are carried out

with limited interruptions to existing operations.

b) TI Optimization is a list of inter related and connected projects which are in the nature of major

overhaul ofthe Terminal TI and is proposed to be carried out in optimum time and efficient manner

once T2 Phase I becomes operational. Most ofthe existing system in Terminal TI are being replaced

on account ofend oflife ofthe asset, replacedfor reliability augmentation and redundancy creation,

improving operational efficiency, mandatory capex etc. ... . "

c) The TI refurbishment works are planned in FY 2021-23, once Terminal T2 Phase I is operational and

10 avoidfurther degrade in targeted LoS which compromises the passenger experience and impacts

the overall operational efficiency.

d) Therefore, as can be seen from above , TI refurbishment is not a part a/Sustaining capex /Minor project

which is only to maintain the asset, but this is to actually ensure permanent capacity to handle the

increase in domestic passenger growth at KIA. "

5.2.55 The Authority has noted from the above response from SIAL that the TI optimization capital
expenditure includes the end of life assets replacement.

5.2.56 The Authority has noted that SIAL has undertaken the Interim Terminal Improvement (lTI) works
during the Second Control Period as part of the sustaining capital expenditure or special repairs. The
Authority is of the view that the majority of works proposed under TI optimization project are similar
to the interim terminal improvement works. Therefore, the Authority proposes to reduce the scope of
the T I optimization project such that it includes only the one-time project cost other than the proposed
sustaining capital expenditure.

5.2.57 Accordingly, the Authority proposes to consider INR 50 cr. (excl. design, PMC, contingency and IDC
cost) for the TI optimization project in the Third Control Period. The Authority proposes to true-up the
actual Tl optimization project cost during the next control period based on the evaluation of its
reasonableness.

B5 and B6 - MMTH - Phase 2 and Airport terminal metro station

5.2.58 The Authority has reviewed the details submitted by SIAL on the MMTH Phase 2 and Airport terminal
metro station project.

5.2.59 SIAL has submitted in its MYTP submission that the MMTH Phase 2 and airport terminal metro station
will be commissioned in FY26. The Authority noted that these projects can be commissioned only after
the commissioning of the entire airport metro line. The Authority is of the view that the commissioning
of the airport metro line might be delayed beyond FY26.
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5.2.60 Therefore, the Authority proposes to exclude the cost for MMTH Phase 2 and Airport terminal metro
station project from the Third Control Period. In case BIAL capitalizes the asset in the Third Control
Period, the Authority proposes to true-up the actual cost of these assets during the next control period.

B7 - City metro station

5.2.61 BIAL has submitted the capital expenditure proposal of city side metro station, which serves the airport
employees and the users of commercial services. However, the Authority is of the view that the city
side metro station is constructed by BIAL for its employees and does not serve the airport passengers.
The Authority is of the view that in principle the airport operator cannot charge the airport users for
the facility which is not used by them. Therefore, the Authority proposes to exclude the capital
expenditure of city side metro station from the RAB of BlAL.

B9 - CISF Barrack Expansion and Access Road

5.2.62 The Authority reviewed the submission of BIAL for the CISF barrack expansion and access road
project.

5.2.63 The Authority noted that BIAL has proposed a four-lane access road for the access to the new CISF
barrack. The Authority is of the view that a four-lane access road will exceed the actual traffic demand
and the lanes can be reduced based on the estimated traffic to optimize the cost.

5.2.64 Accordingly, the Authority propose to consider a reduced cost of INR 22.40 cr. (excluding design,
PMC, contingency and IOC) for the CISF barrack expansion and access road project in the Third
Control Period.

BI2 and BI3 - New cargo domestic terminal including Cool Port and Refurbishment of existing cargo

terminals

5.2.65 The Authority noted that BIAL's existing annual cargo capacity is 600,000 tonnes and the existing
cargo traffic capacity in FY 2020 is -374,000 tonnes as per the MYTP submission of BIAL. The
Authority sought a justification from BIAL regarding the need for cargo terminal capitalization by
FY23. BIAL submitted the below response:

a) "The existing cargo terminals o.l'AISAT.) and MABB are expected to reach their peak design capacity

in international export non - sterile. international import sterile and domestic outbound by FY 2023. "

b) The cargo concessionaire contracts ofAISATS and MABB are valid till May 2023 and post this, the

cargo infra would be transferred to BIAL. These assets are 15 years old and most of it would need

refurbishment.

c) There are 2 dedicated cold chain facilities at BLR Airport i.e. AISATS Cool port and lvIABB's Cold

Zone which have a design capacity 0/60,OOOMT per annuum which was operating a181% utilization

in FY 2020

d) The staled design capacity of570, 000 M'Tis based on a dwell time 0.124 hours. However the dwell time

ofinternattonal cargo varies every month there by impacting the processing and storing capacity at

the cargo terminals. The average dwell timefor the last 12 months/or exports was 16.5 hours and 5 I

hrs for imports at AISATS and MABB. Because ofthe above. the actual utilization % is much higher

for imports vs actual throughput. thereby necessitating augmentation ofcapacity. "

5.2.66 The Authority examined the justification for cargo terminal capital expenditure submitted by BIAL
and has noted the utilization levels of the cold chain facilities. The Authority proposes to allow the
cargo terminal capital expenditure in the RAB of BIAL.
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Bl6 and B17 - Landscape works and Alpha 4 project

5.2,67 The Authority reviewed the submission of SIAL for the Landscape works and Alpha 4 project.

5.2.68 On the backdrop of the impact on air traffic and the entire aviation industry due to COYID-19, the
Authority is of the view that there is a need to postpone the capital expenditure which is not urgent or
not ongoing from the Third Control Period. This would reduce the tariff burden on the airport users.

5.2.69 In its MYTP, SIAL has submitted that the Alpha 4 is proposed in the later part of the Third Control
Period due to the impact ofCOYID-19 on air traffic and its current staff are accommodated at different
locations across the airport on the short-term basis. The Authority noted that SIAL has already
accommodated its employees and SIAL has also acknowledged the impact ofCOYID-19 on the capital
expenditure plans of the airport. Therefore, the Authority is of the view that Alpha 4 is not an urgent
requirement of the airport and it can be postponed to the next control period.

5.2.70 Similarly, the Authority noted that the landscape works are also proposed to be capitalized in the last
year of the Third Control Period, that is, FY26. SIAL has proposed these landscape works through
sustainable drainage along with a network of footpaths and cycle paths for sustainable transport. The
Authority is of the view that these capital expenditure projects are not urgent for the airport and can be
postponed to the next control period.

5.2.71 Accordingly, the Authority proposes to exclude the Landscape works and Alpha 4 project cost from
the Third Control Period.

Bl9 - Design, PMC and Pre-ops cost

5.2.72 SIAL in its MYTP has submitted to the Authority to consider the Design and PMC costs as 10% of the
project cost. The Authority in the Second Control Period order had decided to allow design and PMC
cost as 5% of the project cost based on the independent consultant's study. In line with the decision of
the Second Control Period order, the Authority proposes to consider the Design and PMC cost as 5%
of the Third Control Period project cost.

5.2.73 SIAL in its MYTP has submitted to the Authority to consider the contingency costs as 10% of the
project cost. The Authority in the Second Control Period order had decided to allow contingency cost
as 3% of the project cost. In line with the decision of the Second Control Period order, the Authority
proposes to consider the contingency cost as 3% of the Third Control Period project cost.

5.2.74 SIAL in its MYTP has submitted to the Authority to consider the pre-operative expenses as 5% of the
project cost. The Authority has detailed its reason in section 5.2.46 to exclude the pre-operative
expenses from the RAS of SIAL and accordingly, the Authority proposes to exclude the pre-operative
expenses from the Third Control Period project cost.

B20 - CISF Permanent Housing - Phase I

5.2.75 SIAL has proposed to include the CISF quarters cost as part of the RAS of the Third Control Period.

205 1P ag e

5.2.76

5.2.77

The Authority has noted that the CISF is an integral part of the airport security. However, the funding
of the quarters for the CISF staff by the airport users needs to be analysed as similar infrastructure is
required at all the other major airports.

The Authority noted that SIAL has submitted the Detailed Project Report on the CISF housing project
based on the requirements submitted by CISF. The Authority noted that BlAL has not undertaken its
own detailed due diligence of the project requirement which includes, among other things, evaluation
of the projections of the CISF staff at the airport based on the traffic forecast! expansion at the airport
and diligence of the proposed housing fa~,a....~~ril<t; ~~
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5.2.78 The Authority also noted that the cost benefit analysis for the construction of the entire township is not
submitted by BIAL. The Authority is of the view the cost benefit analysis needs to take into
consideration construction cost of the entire township and the savings from reimbursement of existing
house rent allowance (HRA).

5 .2 .79 The Authority proposes to exclude the proposal for C)SF permanent housing project from the Third
Control Period and consider it during the fourth control period after reviewing the above requirements.

Other observations of the Authority for the capital expenditure in group B

5.2.80 The Authority noted that BIAL has submitted the stage II Stakeholder Consultation and has not
submitted the stage !II stakeholder consultation (cost approval). BIAL has submitted that it is
undertaking the detailed design for the Third Control Period projects and will submit the stage III of
the AUCC once it is completed. The Authority directs BIAL to undertake the stakeholder consultation
process as per the AERA guidelines for the projects proposed in the Third Control Period.

5.2.81 The Authority has noted that the study on the asset allocation (refer Annexure 3 for summary of the
report) has made the following suggestion to BIAL: "The fixed asset register does not provide the
project-wise total capital expenditure. Therefore, it is difficult to compare the projected capital
expenditure approved by AERA in its order for a particular project with the actual capital expenditure
incurred by BIAL for it. BIAL should include the same terminology used by it during the submission
to AERA for the asset capitalized in the fixed asset register." The Authority directs BIAL to maintain
its fixed asset register as per the above suggestion.

Capital expenditure proposed by the Authority for group B

5.2.82 Based on the above revisions the capital expenditure proposed by the Authority for the Third Control
Period other than the sustaining capex and deferred projects of Second Control Period is given in the
table below:

Table 84: Fresh capital expenditure proposed by the Authority for the Third Control Period

Proposed Revised
Propose

capex as propose Para in

per RIAL's d capex
. d capex

the
Refere Project!

No. Particulars MYTP
as per Difference

consult
Group

as per
Authori (4=3-2)nee

submission BIAL at ion

forTCP forTCP
ty

paper

(I) (2)
(3)

Capex

B
projects

BI Airside Security wall 3.88 3.88 3.88 0.00
lor the

TCP

B2 Airside perimeter Road 18.21 18.20 18.20 0.00

B3 T I Optimization 249.51 249.5\ 50.00 - 199.5 1 5.2.57

Cycle Track along SAR !

B4 SWR / NCR plus docking 12.89 0.00 0.00 0.00

stations

B5 MMTH - Phase 2 268.59 129.41 0.00 -129.41 5.2.60

B6
Airport Terminal Metro

\56.&2 \56 .82 0.00 -\56.&2 5.2.60
Station

87 City Side Metro Station 97.60 97.60 0.00 -97.60 5.2.6\
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Proposed Revised
Propose

capex as propose
d capex

Para in

pel' RIAL's d capex the
Refere Project/ as per Difference

No. Particulars MYTP as per consult
nce Group

submission RIAL
Authori (4 =3-2)

ation

forTCP forTCP
ty

paper

(I) (2)
(3)

B8
North west road

41.13 41.13 41.13 0.00
expansion

B9
CISF Barrack Expansion

44 .79 44.79 22.40 -22.40 5.2.64
and Access Road

BID
BIAL Campus Parking

69.65 0.00 0.00 0.00
and Canteen

B11
Animal Quarantine

3.65 3.65 3.65 0.00
facility

New cargo domestic

BI2 terminal including Cool 101.88 101.88 101.88 0.00

Port

BI3
Refurbi shment of existing

118.76 118.76 118.76 0.00
cargo terminals

B14
Refurbishment of catering

25 .81 25.81 25 .81 0.00
buildings

BI5 Water Treatment Plant 6.80 6.80 6.80 0.00

BI6 Landscape Works 69.39 69.39 0.00 -69.39 5.2.71

BI7 Alpha 4 204.37 204.38 0.00 -204 .38 5.2.71

BI8
L.andside Maintenance

12.48 f2.48 12.48 0.00
Building

5.2 .72.

BI9
Design. PMC. Pre-cps

399 .15 340.39 33.01 -307.38
5.2.73

cost and Contingency and

5.2.74

B20
C(SF Permanent Housing

369 .68 369 .68 0.00 -369.68 5.2.79
- Phase I

R
Capex projects for the

2,275.04 1,994.57 438.00 -1556,57
TCP

IDC 166.49 156.42 3.20 -153.22 5.2.48

Total

(includi 2,441.53 2,150.98 441.20 -1709.78

ng IDC)

C. Sustaining Capital Expenditure for the Third Control Period

5.2.83 BIAL in its submission dated 2 March 2021 had proposed to defer sustaining capital expenditure of

INR 239.56 cr. from FY21 to FY22. Accordingly, the sustaining capital expenditure proposed by BIAL

in the Third Control Period is given in the table below:

Table 85: Sustaining capital expenditure proposed by RIAL for the Third Control Period

Reference Project/ Group
Proposed capex as per RIAL's Revised proposed capex as per

MYTP submission for TCP RIAL forTCP

C Sustaining cap ital expenditure 1,344.59 1,584.15
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5.2.84 The detailed break-up of the sustaining capex proposed by BIAL in the Third Control Period is given
in the Annexure 7.

5.2.85 The Authority has examined the submission of BIAL on the sustaining capital expenditure.

5.2.86 The Authority had allowed a sustaining capex to BIAL of INR 200 cr. per year from FY19 to FY21 in
the Second Control Period order based on average of the sustaining capex in FY17 and FY18. The
Authority has noted that the average sustaining capex is INR 197.45 cr. per year for the Second Control
Period based on the actuals from FY17to FY20 and forecast for FY21. Below table provides the details
of the sustaining capex for the Second Control Period:

Table 86: Sustaining capital expenditure of the Second Control Period

Particulars (INR cr.) 2017 2018 2019 2020
2021

Total Average
(forecasted)

Sustainin g Capcx 225.70 132.\\ 159.5\ 183.4\ 286.50 987.23 197.45

5.2.87 Accordingly, the Authority proposes to consider the sustaining capex of INR 197.45 cr. per year in the
Third Control Period for BlAL as given in the table below.

Table 87: Sustaining capital expenditure proposed by the Authority for the Third Control Period

Proposed capex as Revised proposed
Proposed capex as

Refere Project/ per BIAL's MYTP capex as per BIAL
per Authority

Difference

nce Group submission for TCP for TCP (4=3-2)

(I) (2)
(3)

Sustaining
C Capex lor 1.344.59 1.584.15 987.23 -596.92

TCP

5.2.88 The Authority proposes to consider only the sustaining capex works proposed by BIAL in the Third
Control Period (refer Annexure 7) during the true-up of the next control period, that is, the Authority
will not consider new sustaining capex works during the true-up of the next control period. The
Authority directs BIAL to submit a work-item wise comparison between the sustaining capex
submitted by BIAL as part of the Third Control Period (refer Annexure 7) and the actual sustaining
capex incurred by BIAL in the Third Control Period in its MYTP submission of the next control period.

Total asset addition proposed by the Authority in the Third Control Period

5.2.89 Based on the above, the Authority proposes to consider the following total asset addition in the Third
Control Period:

Table 88: Total asset addition for the Third Control Period proposed by the Authority

Proposed
Revised

Proposed Differenc

capex as
proposed

capex as e

per per (4=3-2)

Referen Project/ BIAL's
capex as

Authorit

Group
No. Particulars

MYTP
per

y force
BIAL for

submission
TCP

TCP

forTCP
(2)

(3)

(I)

Capex

A
project s

A\ Terminal 2 - Phase I 3.565.67 3.565.67 3.565 .67 0.00
deferred

from
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Refcrcn

ce

B

Project!

Group

SCP to
TCP

Capex
projects
lor the
TCP

No.

1\2

A3

A4

A5

A6

1\7

A

81

132

133

84

85

86

87

88

89

BIO

811

BI2

813

814

815

1316

817

1318

131 9

820

Particulars

Forecourt, roadways & landside
development - Phase Ib

Aircraft Maintenance & Airport
Maintenance Facilities

Utilities

T2 - Apron Phase 2

South Parallel Runway - Phase 2

Design. PMC and Pre-ops cost

Capex projects deferred from
SCP to TCP (sub-total)

Airside Security wall

Airsidc perimeter Road

TI Optimization

Cycle Track along SAR! SWR!
NCR plus docking stations

MMTH - Phase 2

Airport Terminal Metro Station

City Side Metro Station

North west road expansion

C1 SF Barrack Expansion and
Access Road

81AL Campus Parking and
Canteen

Animal Quarantine facility

New cargo domestic terminal
including Cool Port

Refurbishment of existing cargo
terminals

Refurbishment or catering
buildings

Water Treatment Plant

Landscape Works

Alpha 4

Landside Maintenance Building

Design. PMC and Pre-ops cost

CISF Permanent Housing - Phase I

Proposed

capex as
per

RIAL's
MYTP

submission
forTCP

(1 )

1.786.40

41.16

104.22

0.00

0.00

710.16

6,207.60

3.88

18.21

249.51

12.89

268.59

156.82

97.60

41.13

44.79

69.65

3.65

\0 1.88

118.76

25.81

6.80

69.39

204.37

12.48

399.15

369.68

Revised
proposed
capex as

per
RIAL for

TCP

(2)

1.786.40

41.16

104.22

427.73

362.95

830.57

7.118.69

3.88

18.20

249.51

0.00

129.41

156.82

97.60

41.13

44.79

0.00

3.65

101.88

118.76

25.81

6.80

69.39

204.38

12.48

340.39

369.68

Proposed
capex as

per
Authorit

y for
TCP

(3)

1.712.96

41.16

104.22

407.23

362.95

350.20

6.544.38

3.88

18.20

50.00

0.00

0.00

0.00

0.00

41.13

22.40

0.00

3.65

101.88

118.76

25.81

6.80

0.00

0.00

12.48

33.01

0.00

Differenc
e

(4=3-2)

-73.44

0.00

0.00

-20.50

0.00

-480.37

-574.3\

0.00

0.00

-\99.5\

0.00

-129.41

-156 .82

-97.60

0.00

-22.40

0.00

0.00

0.00

0.00

0.00

0.00

-69.39

-204.38

0.00

-307 .38

-369.68
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Proposed
Revised

Proposed Differenc

capex as
proposed

capex as e

per per (4=3-2)

Referen Projectl BI.-\L's
capex as

Authorit

Group
No. Particulars

MYTP
per

y force
BIAL for

submission
TCP

TCP

forTCP
(2)

(3)

(I)

B Capex projects for the TCP 2275.04 1994.57 438.00 -1.556.57

Sustainin

C
g capex

1.344.59 1.584.15 987.23 -596 .92
to r the

TC P

Grand
9827.23 10697.41 7969.61 -2.727. 80

Total

D IDC 980.88 1,061.22 856.99 -204.23

Total

E (includi 10,808.11 11,758.63 8,826.60 -2.932.0fl

ng IDC)

5.2.90 Fo llow ing table provides the year-w ise total asset addition proposed by the Authority du rin g the Third

Contro l Period :

Table 89: Total year-wise asset addition proposed by the Authority in th e Third Control Period

Ref Project" 2022 2023 2024 2025 2026 Total

A I Terminal 2 - Phase I 4.355.53 4.355.53

Forecourt, roadways & landside

A2.1 development - Phase Ib (except 1.426.29 1.426.29

MMTH)

A2.2 MMTH - Phase I 527.54 527.54

A3
Aircraft Maintenance & Airport

44.92 44.92
Maintenance Facilities

A4 Utilities 123.58 123.58

A5 T2 Apron - Phase II 444.00 444.00

A6 South Runway - Phase II 476 .30 476.30

A
Sub-T ota l - Deferred projects from

7,398 .16 0.00 0.00 0.00 0.00 7,398.16
SCP

BI Airside Security wall 4.32 4.32

B2 Airside perimeter Road 20.25 20.25

B3 TI Optimization 54.08 54.08

B4
Cycle Track along SAR I SWR I

0.00
NCR plus docking stations

B5 MMTH - Phase :4 0.00 0.00

136 Airport Ter minal Metro Station 0.00 0.00

B7 City Side Metro Station 0.00

138 North west road expansion 44.4 8 44.48

89 CISF Barrack Expansion 24.22 24.22

BID BIAL Campus Parking and Canteen 0.00

811 Anima l Quarantine facil i ty 3.95 3.95
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Ref Project" 2022 2023 2024 2025 2026 Total

1312
New cargo domestic terminal

110.97 110.97
including Cool Port

1313
Refurbishment of existing cargo

129.35 129.35
terminals

1314
Refurbishment of existing catering

28.57 28.57
buildings

1315 Water Treatment Plant 7.53 7.53

1316 Landscape Works 0.00 0.00

1317 Alpha 4 0.00 0.00

1318 Landside Maintenance Building 13.50 13.50

1320 CISr Permanent housing- Phase I 0.00 0.00

n Sub-Total- Projects proposed in
0.00 300.98 0.00 54.08 86.14 441.20

TCP

C Sustaining capex 197.45 197.45 197.45 197.45 197.45 987.23

Total 7,595.61 498.43 197.45 251.52 283.59 8,826.60
• for Fy n. the asset allocat ion ratio for sustaimng capex is 85.73%; " lotal asset addit ions includes the design. I'MC. contin gency and IDC

Asset allocation and aeronautical asset additions for the Third Control Period

5.2.91 BIAL has bifurcated the Terminal 2 assets based on the aero to non-aero floor area ratio of 88% to 12%
as per Second Control Period order. The Authority has noted ti'OITI the submission by BIAL on the area
break-up for Terminal 2 that the proposed aero to non-aero floor area ratio is 87.7%. The Authority
proposes to consider the bifurcate the Terminal 2 asset into aeronautical and non-aeronautical based on
the floor area ratio of Terminal 2 of 87.7%.

5.2.92 BIAL has classified the broader categories of capex addition into aeronautical, non-aeronautical,
Terminal 2 and common assets. BIAL has bifurcated the common assets based on average of FY19
and FY20 gross block ratio which is also 91% to 9%. The Authority notes that the gross block ratio is
a composite ratio and a weighted average of aero, common and non-aero assets. Hence, the Authority
notes that the gross block ratio should be applied on entire capex addition irrespective of it being aero,
common or non-aero instead of BIAL's approach of applying it selectively on common assets.
Common assets have been segregated by BIAL in its asset register based on terminal area ratio and
therefore, the Authority proposes to apply the same ratio (85.73% based on Terminal I area) for
common assets capitalized in FY22. Terminal 2 is proposed to be capitalized in FY22. The Authority
proposes to apply weighted average terminal area ratio of 86.85% from FY23 to FY26. Based on the
above, the Authority proposes to revise bifurcation ratio for common assets of the Third Control Period.

5.2.93 The Authority noted that BIAL has considered the refurbishment of existing cargo terminals and new
cargo terminal. Based on the AERA guidelines, the Authority proposes to consider refurbishment of
existing cargo terminals and new cargo terminal as aeronautical assets .

5.2.94 As per the discussion in section 5.2.33 on the bifurcation of the rainwater harvesting ponds, the
Authority proposes to bifurcate the RWH ponds into aeronautical and non-aeronautical based on the
average terminal area ratio.

5.2.95 The Authority proposes to consider the aeronautical asset allocation for the Third Control Period as
given in the table below:
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Table 90: Aeronautical capital expenditure proposed by the Authority in the Third Control Period

Aero Additions

S
no

AI

A2.

I

A2.

2

A3

A4
A5

A6

A

81

82

83

84

85

86

B7

88

89

81

o
131
I

81

2

131
3

BI
4

BI
5

Asset additions (INR
cr.)"

Terminal 2 - Phase I

Forecourt, roadways &

landside development 
Phase Ib (except
MMTH)

MMTH - Phase I

Aircraft Maintenance &
Airport Maintenance
Facilities

Utilities

1'2 Apron - Phase II

South Runway - Phase
II
Sub-Total - Deferred

projects from SCP

Airside Security wall

Airside perimeter Road

1'1 Optimization

Cycle Track along SAR
/ SWR / NCR plus
docking stations

MMTH· Phase 2

Airport Terminal Metro
Station

City side Metro Station

North west road
expansion
CISF Barrack
Expansion
81AL Campus Parking
and Canteen
Animal Quarantine
facility
New cargo domestic
terminal including Cool
Port
Refurbishment of
existing cargo terminals
Refurbishment of
existing catering
buildings

Water Treatment Plant

Total

addition

4.355.53

1,426.29

527.54

44.92

123.58

444 .00

476.30

7,398.16

4.32

20.25

54.08

0.00

0.00

0.00

0.00

44.48

24.22

0.00

3.95

110.97

129.35

28.57

7.53

Aero

Allocation

ratio (%)

87.66%

85.73%

31.53%

85.73%

85.73%

99 .19%

100.00%

100.00%

100.00%

86.85%

100.00%

31.53%

100.00%

0.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

0.00%

100.00%

2022

3.818.06

1.222.76

\66.34

38.51

105.94

440.40

476.30

6,268.31

2023

4.32

20.25

110.97

129.35

7.53

2024 2025

46.96

2026

44.48

24.22

3.95

Total

aero

3.818.06

1.222.76

166.34

38.51

105.94

440.40

476.30

6,268.3\

4.32

20.25

46.96

44.48

24.22

3.95

110.97

129.35

7.53
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Aero Additions

S Assetadditions (INR
Total Aero

Total
addition Allocation 2022 2023 2024 2025 2026

no cr.)'
ratio (%)

aero

81
Landscape Works 0.00 100.00% - - - - - -

6
81

Alpha 4 0.00 86.85% - - - - - .
7

[31 Landside Maintenance
13.50 86.85% 11.72 11.72

8 Building
- - - -

82 CISf- Permanent
0.00 100.00% - - - - - -a housing - Phase I

B
Sub-Total- Projects

441.20 272.41 46.96 84.37 403.74- -
proposed in Tep

C Sustaining capex 987.23 169.27 171.49 171.49 171.49 171.49 855.22

Total 8,826.60 6,437.58 443.90 171.49 218.45 255.86 7,527.27
• aeronauucal asset additions include the design. PMC. contingency and IDe

5.2.96 The Authority proposes to true-up the total asset addition and the aeronautical asset addition for the
Third Control Period based on the actual asset addition undertaken in the next control period and
subject to its reasonableness.

5.2.97 The Authority proposes to true-up the asset allocation of the assets capitalized in the Third Control
Period based on the actual asset addition undertaken in the next control period and subject to its
reasonableness.

Authority's examination regarding depreciation for the Third Control Period

5.2.98 The Authority proposes to revise the useful life of the assets based on the Order no. 35/2017-18
applicable from I April 2018 onwards for the Third Control Period.

5.2.99 The Authority's observation in this regard are given in section 3.6.6 of the true-up chapter. Following
are the revisions proposed:

a) Asset Class - Plant and Machinery (Aerobridges, Airport Communication , Baggage Handling,
Escalators/ Elevators, HVAC Equipment, Other Airport Equipment and Security/ Safety Equipment)
- Revised from 7.5 years to 15 years

b) Asset Class - Buildings (Canopy, New Project Office building and nursery unit under Building
category)- Revised to 30 years

c) Asset Class - Runway and Taxiway - Revised to 30 years

5.2.100 Additionally, the Authority proposes to undertake the following changes to the submission of BIAL
relating to depreciation:

a) BIAL has commissioned the land development capex in FY20 and therefore has considered the useful
life as 48.5 years based on the available lease period. However, while projecting the depreciation for
Third Control Period, BIAL has considered the useful life of land development capex as 30 years.
Based on the useful life in FY20, the Authority proposes to consider the same useful life of 48.5 years
for land development capex in the Third Control Period.

b) Adjustment of depreciation of the assets excluded as per ElL study

c) Adjustment of depreciation on the pre-operative expenses excluded from the RAB
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5.2.l 0 I Based on the above, the Authority proposes to consider the below useful life for the Third Control
Period.

Table 91: Uscfullife considered by the Authority for the Third Control Period

Asset type Useful life (years)

Earthwork 48.5

Terminal. utility. office and other buildings 30

Runway. taxiway andapron 30

Water management system 30

Roads 5

Roads (Trumpet) 20

Baggage handl ing. aerobridges, HVAC equipment. other airport equipment 15

Electrical fittings 10

Security!safety equipments 15

IT Equipment 6

So ftware 5

Furniture and fi xtures 7

Vehicles 8

Oftice equipment 5

Intangibles (agreements) 30

5.2.102 The Authority has recomputed the total depreciation based on the revised useful life of assets and
revised asset addition. The Authority proposes to apply the proportion of the aeronautical assets on
total depreciation to determine the depreciation on aeronautical assets. The Authority noted that the
proportion of the aeronautical assets is varying from year-on-yea r basis since BIAL has undertaken
expansion of the airport facilities. Therefore, the Authority proposes to apply the proportion of the
aeronautical assets of a particular year to the depreciation amount of the respective year.

5.2. 103 Based on the changes suggested above, the depreciation proposed by the Authority for the Third
Control Period is given in the table below:

Table 92: Depreciation proposed by the Authority for the Third Control Period

Particulars (In INR Cr.) FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 Total

Total depreciation as per BIAL
541.48 726.38 752.18 760.23 797.08 3,577.35

(A)

Adj. - Change in useful lite,
-91.27 -103.81 - 114.12 -129.52 -165.36 -604.08

rev ision inasset addition (B)

Adj. - ElL assets (C) -0.90 -0.90 -0.90 -0.90 -0.90 -4.48

Adj. - Depreciationon
excluded pre-operative -2.48 -2.48 -2.48 -2.48 -2.48 -12.41
expenses (D)

Tot al adjusted depreci ation (E
446.83 619.19 634.68 627.33 628.34 2,956.38

= A+B+C+D)
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Particulars (In INR Cr.) FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 Total

Aeronautical proportion of
87.46% 87.51% 87.50% 87.49% 87.54%

gross block (F)

Aeronautical depreciation as
390.78 541.86 555.35 548.86 550.05 2,586.90

per the Authority (G = E*F)

5.2.104 The Authority notes the depreciation wiII change based on the changes in the asset additions and the
date of capitalization. The Authority proposes to true-up the depreciation of the Third Control Period
based on the actual asset additions and the actual date of capitalization.

Regulated Asset Base

5.2.105 Based on the discussions in the previous sections on the aeronautical asset addition and the aeronautical
depreciation, the Authority proposes to consider the following RAB for the Third Control Period:

Table 93: RAB proposed by the Authority for the Third Control Period

Particulars

Aero opening RAB

Add: Aero assets capitalized
(refer Table 90)

Less: Aero disposal s

Less: Aero depreciation (refer
Table 92)

2022

4.091.07

6.437.58

0.00

390.78

2023

10.137.86

443.90

0.00

54 1.86

2024

10.039.90

171.49

0.00

555.35

2025

9.656.04

2 18.45

0.00

548.86

2026

9.325.63

255.86

0.00

550.05

Total

7,527.27

0.00

2,586.90

Aero closing RAB 10,137.86 10,039.90 9,656.04 9,325.63 9,031.44

Average RAB 7,/14.47 10,088.88 9,847.97 9,490.84 9,178.54
• FY22 asset addition includes the 1'2 Apron and South Runway - Phase 2 deferred from FY2t 10 FY22 which was capitalized by BIAL in its MYTP
submission in FY2 1and FY23 asset addition includes the cargo terminal project which was considered by BIAL as non-aeronauucal and hence
excluded

5.3 Stakeholder comments regarding regulated asset base and depreciation for the Third
Control Period

5.3.1 Subsequent to the stakeholder consultation process, the Authority has received comments/ views from
various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 10/
202 1-22 with respect to regulated asset base and depreciation for the Third Control Period. The
comments by stakeholders are presented below:

BIAL's comments on regulated as set base and depreciation for the Third Control Period

5.3.2 BIAL commented as follows 011 the PMC cost for Terminal 2 in FY22:

• "BIAL has undertaken an integrated large-scale Airside and Terminal development program with

associated road and other infrastructure facilities comprising ofmore than 80 sub-projects. The
PMC has been engagedfo r overseeing and managing the project as per stringent safe ty and quality

standards. BIAL had adopted ajudicious mix of PMC staffi ng and own staffing to meet these safe ty,
quality. time and cost challenges.

• The PMC services are based on fix ed duration and on afixed cost basis. PMC services will be
provided until the completion date and f ee is based un deployment ofresources at agreed rates as

per the contract. The contracted scope ofservices includes pre-construction support. construction
management and project closeout. handover and operationalization primarily for NSPR &
Terminal-Z projects and supportfo r landside proj ects.
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• The initial deployment by PMC was planned based on Project completion timeiinefor March '2021.

• However, due to Covid- 19 pandemic from Jan '2020. the proj ects suffered various delays on

account of material supplies, skilled workers and availability of required machinery on the job

site. Also due to lockdown restrictions imposed by the Government, the proj ects have slowed down

at various stages leading to extension of the planned completion timeline. Consequently, the

pr oject completion timeline got extended to March 2022 (as submitted in MYTP).

• This Covid-1 9 indu ced delay in Project completion, necessitated the extension of duration of

services by the PAlC to support project completion, which has a direct impact on the PMC cost.

The numb er of man-months to complete the scope ofservices is revised to 2,787 with deploym ent

extended until Jun e 2022 to covel' project closeout phase which is a 22% incre ase as summarize d

below.

Planned Revised lncreuse

Project Completion Marcll-2021 March-20n 12months

Duration of deployment 48 months 55 mall/I1s 7 months

Man-months deployed 2291 2787 22%

,
• Project Management Contracts are typically based on man months (time relat ed), Hence, any

change in the completion date would automatically result in increase in the man months needed

fo r completing the Proj ect and hence an incre ase in the PlvlC cost.

• Given the Covid-19 situation. BIAL has negotiated with the PJ'vlC to reduce cost by removal of

escalation clause, changes in deploym ent plan etc. to optimize the use o/PMC on the project.

• Authority, vide tetter dated 13'h Sept ember 2018. has clarified that, in case there is delay in

completion of project beyond March 2021, due to any reason beyond the contr ol of BIAL Or its

contracting agency and is justified. the same would be considered by the Authority while truing up

the actual cost at the time of determination oftar iff / or the Third Control Period in respect of/DC

and PI'vIC. Hence, this clarification is intended only for time related delay in Proj ect completion

and not scope relat ed

• BIAL is requ esting the additional cost f or only time delay in project completion.

• Based on the ahove clarificatory letter, BIAL has gone ahead and executed contracts and achieved

Financial closure.

• Having specifically clarified that the IDC and PMC cost would be considered ifit is justified, the

Authority has not allowed the additional PMC cost for the additional time period requ ired to

complete the pr oject. This is despit e the Authority acknowledging the fact that the Cov id-19

pandemic has created genuine issues fo r completion of the project in Mar 2021. Hence the

Authority cannot pick and choos efrom its own clarificatory leiter.

• BIAL also notes that -Authority has. in Paras 5.2.1 7 and 5.2.18 contradicted its stated position

regarding additional PMC f or extended period. From a reading of these two paragraphs. it is

BIAL 's understanding that while AERA may not currently approve the additional PMC cost to be

added to RAB, the Authority will true up the sam e at the time of determination 0/ tariff during

fo urt h control period.
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• BIAL wishes to submit that giv en the current circuli/stances. it is not possible to let go ofthe PMC

abruptly and put the ent ire T2 and associat ed pr oj ects at risk and hence request the Authority to

consider these costs towards PJ'vIC and true up the same at the time of next control period.

• Cov id- 19 pandemic is an undeniable global reality. There is no denying the fact that work was

brought to a halt or rendered sluggish by the pandemic. In these circumstances. it is j ust. fair and

necessary that additional PMC expenses be considered. ..

5.3.3 BIAL commented as follows on the allocation ratio of the MMTH for bifurcation into aeronautical and
non-aeronautical:

• "One ofthe important determinants oftariffdetermination is the segregation ofassets into aero

and non-aero assets. The bifurcation is based on num ber offactors such as usage of the asse ts.

location of the assets, revenue generationf rom the assets etc. The M/'vITH is an integrated structur e

that has bus station, metro slat ion, car park. baggage sorting. fo recourt, kerbs ide and retail areas.

The Authority has bifurcated the are as into aero and non-aero as per Table 64. The Authority has

cons idere d the baggage sorting, bus station and Level I ofpassenger circulation and landscape

as Aero areas.

• Having established that the ''''!J'vITH concept us envisaged I~}' BIAL is a CO/1/ /1/on asset having both

aero and non-aer o services, the treatm ent of the MMTH is to be done similar to that ofTerminal

building which has both aero and non -aero services. A Terminal building AERA is divided into

aero, non-aero and Common area. On similar lines. BIAL hadsuhmitted the deta iled area working

f or MMTH showing the level wise floor plans with the areas clearly demarcated as aero, non- aero

and comm on areas.

• Each floor includes common areas like elevators/s taircase, MEPF. Toilets etc. Based on the area

allocation into aero, non-aero and common areas, BIAL submits the allocation as below:

Allocn »-

Allocn -Area Area Con sultation Remarks
description Usage Paper BIAL

MULTI LEVEL
CAR PARKING

174592
AREA
DESCRIPTION
BASMENT 3
OVERALL Baggage 6555
AREA
Baggage sort

5137 Aero Aeroand Conveyor
Stairc ase. Lift 328 Aero Aero
ML~PF (Service 1(1)0 Aero AeroZones)
BASMENT2
OVERALL Parking 35722
AREA

Staircases, Lifis and escalators
Staircase. Liji,

1226 Non-Aero Aero
serves the passenger to come to

Escalator Terminal and hence considered as
Aerofacility

Lift and
Lift Lobbies and Staircases serve

Staircase Public 943 Non-Aero Common
the passengers arriving and

Lobby
departing terminal 2. this area is a
COli/ilion area
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Allocn »-

A llocn -
Area Area Con sultation

BIAL
Remarks

description Usage Paper
Toilets are ser ving the passenge rs

Public Toilets 198 Non-Aero Aero
arriving and depart ing 10 Terminal
2 hence this has 10 be considered as
partofA ero

Car Parking /59·17 Non-Aero Non-
Aero

6M wide
U53 7 Non-Aero

Non-
drivewav Aero

Ramps 625 Non-Aero
NOt/-
Aero

These MEP!" service zones are
designed 10 ventilated Ihe
underground basement pr oviding
adequate lighting and services. Fan

MD'F (Service
2246 Non-Aero Aero

rooms and electrical rooms with
Zones) sprinklers and water curtain

systems during emergency. These
are as part Nationa l Building code
requirements meeting the fire
standards. Considered as Aero

BA SMENTI.5
O VER ALL Bu s Bay /4791
AREA
Bus Kerb Area 3537 Aero Aero
BIIS Drive way
and BIIS Parking 7440 Aero Aero
for 18 buses
Loading Dock.
Garbage service 1/32 Aero Aero
::one

Staircases. Lifts at/d escal(1/ ors
serves as common trave l cores

Staircase. Lifi.
connecting all Ihe basements.

51 7 Aero Aero Facilitating passenger movement 10
Escalator

the car park and pick up and drop
off kerb , This has 10 be considere d
Aero,
These ,'vIEPF service zones are
designed 10 ventllate the
underground basement prov iding
adequate lighting and services. Fan

MEP F (Service
1783 Aero Aero

rooms and electrical rooms with
Zones) sprinklers and water curta in

systems during emergency . These
are as part National Building code
requirements meeting the fire
standards . Considered as Aero
Toilets are serving the passengers

Public Toilets / 79 Aero Aero
arriving and departing 10 Terminal
2 hence this has 10 be considered as
part of :lero
Metro Service ::one is used for

Metro Service
203 Aero Aero

faci litating the services ofMetro as
Zone MM7H is an integra ted struc ture

this has 10 be considered Aero

giP,~
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Allocn>
Allocn -

Area Area Consultation
BIAL

Remarks
description Usage Paper
BASElllENT 1
OVERALL Parking 36419
AREA

Terminal 2 Arrivals pick lip is
designed within MMTH Basement I
at the extreme East end all along the

Pick lip and 5063 Non-Aero Aero
length ofTerminal Zforecourt. 771is

drop offroad is only kerb serving Terminal 2
passenger arriving and part of the
integral road network. Hence this
has to be considere d Aero.
Terminal 2 Arrivals pick lip is
des igned within MM TH Basement I

Pick up and
at the extreme East end all along the

5160 Non-Aero Aero lengt h ofTerminal 2forecourt. This
drop offkerb

is only kerb serving Terminal 2
passenger arriving. Hence this has
to be considered Aero.
There is landscap e at the pickup
and drop area which is accessible to

l.andscape IO!3 Non-Aero Aero passengers arri ving at the pi ck lip
and drop off kerb and hence
considered as Aero.
Medians all along the length 0/ the

Medians and
pick-up and drop offkerb which has

Walkways
2234 Non-Aero Aero total 2-t-2 Lanes has medians

dividing the roads, which has
considered as part ofaero.
Toilets are serving the passengers

Public Toilets 200 Non-Aero Aero
arri ving and departing to Terminal
2 hence this has to be considered as
part of Aero

Misc. Area 551 Non-Aero Common
These MEPF service zones are
des igned to ventilate the
undergr ound baseme nt providing
adeq uate light ing andservices . Fan

MEPF (Service
46S0 ilion-Aero Aero

roo ms and elec trical rooms with
Zones) sprinklers and water curtain

systems during emergency . These
are as part National Building code
requirements meeting the fire

I standards. Considered as Aero
Staircases, l.ifts and escalators
serves as common travel cores

Staircase, Lift,
connecting all the basements.

1194 Non-Aero Aero Facilitating passenger movement to
Escalator

the car park and pick lip and drop
off kerb. This has to be considered
Aero.
Staircases. Litis and escalators
serves as common travel cores

Central Lift
connecting all the basements.

I07! Non-Aero Aero Facilitating passenger movement to
Lobby

the car park and pick lip and drop
o.trkerb. This has to be considered
Aero.. -
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Allacn »-

Allocn -
Area Area Consultation

BIAL
Remarks

description Usaue Paper
Car Parking

6052 Non-Aero
Non-

336 slots Aero
Driveway inc!. Non-
Entry and ex it 9201 Non-Aero

Aero
points
LEVEL 0 Terminal,
OVERALL M etro, Ticd, 47401
AREA Retail

Terminal 2
Metro Connection zone has to be

Metro 10572 Non-Aero Aero
considered Aero. as this :.one

connec tion zone
facilitates the passe nge r access
(rom Terminal 2 to Metr o Station.
Toilets are serving the pa ssengers

Public Toilets 10·/0 Non-Aero Aero
arriving and departing to Terminal
2 hence this has to be cons idered as
part ofAero
This is the Landscape design ed for
the passengers arriving and
departing to Terminal 2. this is the

Landscap e -/268 Non-Aero Aero main space across MMT/-I
connecting from the Metro Station
to the Terminal 2. 711is has to be
cons idered as /Iero
These A1EPF service zones are
designed to ventilate the
underground basement pro viding
adequate lighting and serv ices. Fan

Utilities 721 Non-Aero Aero
room s and elec trical rooms with
sprinklers and water curtain
systems dur ing eme rgency. These
are as part National Building code
requirements meeting the fire
standard s. Considered as Ae/'()
Sta ircases. Lifts and escalators
serves as common travel cores

Staircase. Lift.
connecting al/ the basements.

1916 Non-Aero Aero Facilitating passenger movem ent to
Escalat or

the car park and pick up and drop
off kerb. This has to be considered
Aero.

Premium car 4237 Non-Aero
Non-

park zone Aero
ApI' taxi kerb 673-/ Non-Aero

Non-
area Aero

Driveway 130-/8 Non-Aero Non-
Aero

Retail -IOO() Non-Aero
Non-
Aero

Retail
865 Non-Aero

Non-
circulation zone Aero
LEVEL I Landscape
OVERALL ami 33704 Aero Aero
AREA circulation
Aero A rea % 31.53% 56.53 %
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• BIAL submits that based on the above allocation, the aero area is 57% as against 32% as taken by

the Authority. We request the Authority to consider this allocation.

5.3.4 BIAL commented as follows on inclusion of the metro enabling work in the RAB:

• Metro Enabling work is an integral part 0/ the MMTH structure. The metro enabling works

included in Phase I o/lV/iVITH which is proposed /0 be commissioned in FY22 includes the

following works:

• Earth works on Main Access Road (MAR), vertical level alignment related enahling works inside

airport premises.

• Drains/Utilities relocation, addition being done along the route/or Metro on MAR.

• The architectural design & engineering costs cf the metro stations, so that there is architectural

integration ofthe metro stations with the theme ofthe new terminal & other surrounding buildings.

• Design 0/ Airport Terminal Metro Station Concourse has a concrete foundation raft at minus 8

meters with retaining walls on either side and interior columns to support the Concourse Level.

• Due to the depth of the foundations and the close proximity to other facilities required to open

Terminal 2 (the Main Access Road. Lagoons and !vILC?) it is necessary to excavate the Metro

Station and construct the associated concrete structures along with the other heavy construction

in the T2 Forecourt.

• The resulting structure will allow the Metro and the majority ofthe Station to be constructed in an

enclosed and protected area while isolating this workfrom the operating Terminal T2 and related

passenger movement.

• The diagrams below depict the location ofthe enabling works and the nature ofworks carried out

as below:

o Area considered in blue above - Under croji level Foundation raft @ -8Mfrom Level 0

~. it
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o Extent ofretaining wall considered in red above: Trackside retaining wallsfrom Under croft

level (@-8ivl) to Concourse level (@ +4.1MFolII Level 0) total height of 12/vl.

, I
!
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•

o Extent ofconcourse slab considered in blue above

o Above Cross section shows the extent ofretaining wall andfoundation slabs & columns only.

'"

-. ,
L,..••J~

AIRPORT METRO STATlOH(ATMS) ·CRO~ UOIO* A

o The area highlighted red which forms part of the recirculation roadfalls in the foot print of the

Metro area hence needs to be completed, so that thefull recirculation road isfunctional.
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• From the above it is seen that the deign framework is integrated in such a manner that the
recirculation ofthe roadforms a part ofthe Metro area and it needs to be completed at the time of

commissioning of the MMTH and it will be utilized as part ofl"'liHTH road access. Any delay in
construction will have the following risks:

a The Concourse and retaining walls are heavy construction requtrtng mass excavation,

concrete works, cranes and a large construction crew and movement ofheavy vehicles . Such

construction is dirty, noisy and impacts adjacent areas.

a Carrying on such works in the middle of the forecourt of a major operating airport will

seriously impact passenger safety and passenger experience. Besides dirt and noise, there will

be delays for both arriving and departing passengers.

o Currently the area is a heavy construction zone and ifthe works are done now wi/! not impact

the passengers using Terminal / .

a Concourse construction will require laydown areas within the T2 Forecourt, which is already

congested. There will also be worker movement across heavily trafficked roads, impacting

Airport operations should work be done after Terminal 2 is operational.

a Constructing the Concourse and other heavy works now will allow BMRCL to do a/! their work

by accessing the work areafrom the Metro right ofway, thereby avoiding construction traffic

in the Terminal forecourts.

• The construction the Metro Station itself will need to commence by 2nd quarter 2022 to complete

to support the completion and commissioning ofthe BMRCL works by 2025. Doing this Concourse

work early wi/! support both the station construction schedule and the rail and traction works

which BMRCL needs to start as soon as the Concourse is complete.

• Construction cost will be less if built now as opposed building later in front of an operational
Terminal 2.

• Thus, delaying the Metro Concourse work will seriously impact the passenger experience and
safety at the airport, will cost more and has the potential to delay the completion of the BMRCL

project to link the airport with the City.

•
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• Also , BIAL notes from the details provided in the Consultation Paper that the 'Metro Enabling

Works' have not been added to RAB, even in FY 26

5.3,5 BIAL commented as follows on the inclusion of the airport metro line in FY26:
Airport Metro line commissioning by FY 26

Background:

• The l3angalore Metro Rail Corporation Limited (BMRCL) is a Joint venture of Government of

India and Government of Karnataka and is a special Purpose Vehicle entrusted with the

responsibility ofimplementation ofBangalore Metro Rail Project.

• GoK has given Cabinet approval to the Airport Metro Line and the Union Government has also

approved the Metro scheme.

• BIAL entered into an tHOU with I3MRCL wherein BIAL agreed that it will develop the two (2)

metro stations that will be located within the Airport boundary ("Metro station ").

• The arrangement between BIAL and BMRCL is based on the understanding that the cost of

designing and constructing the metro stations shalf be borne by BIAL and necessary approvals

requiredfrom AERA for such capital expenditure, would also be obtained by BIAL. Thus , BIAL

did a detailed estimate ofthe cost and included the same in the MYTP submission.

• Further, the Chief Secretmy, Govt. of Karnataka reiterated in the Stakeholder meeting the

importance 0.(Airport Metro line. GoK has completed major part 0.(land acquisition and utility

relocation and ready to commence work. GaK has set a deadline ofJune 2025 to complete phases

2,1 and 213 ofthe metro rail project.

Progress ofthe Airport Metro Line

• The Tenders for Construction for the Phase 213 - KR Puram to BIAL has been floated and the

bidders have submitted their bids . The completion periodfor construction ofvia ducts and stations

is estimated as 27 months.

• BIAL wishes to submit that the Airport Metro Line is a critical project/or the connectivity a/the

airport and has received clearance from the Government ofIndia and Government ofKarnataka

and is progressing well to achieve the deadlines 0.(commissioning in June 2025.

• I3IAL also has to adhere 10 the deadline set 0.(June 2025 by GoK and has in turn initiated the works

required such as Metro Enabling works, detailed designfor Metro Stations etc. so as to complete

ofthese stations in the 3rd Control period.

• Being a priority project for GoK and considering the importance 0/ connectivity to the Airport,

I3IAL request the Authority to consider the cost ofthe Airport Metro Station.

5.3.6 BIAL commented as follows on KIA West Metro Station:
• The metro rail connectivity to KIAI3 will help air passengers and airport community who travel 35

kms by road .li-0111 the city reach the airport faster with metro transit. This infrastructure also

decongests access roads, lands ide roads and improves the overall level 0.(service at the airport.

With this objective, I3II1L has proposed two metro stations inside the campus:

o located close to first roundabout /trumpet on west to serve both I3II1L and other concessionaire

employees working in airport community. This includes both lands ide and airs ide employees.

o
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Major Users or Beneficiary of West Metro Station at KIAB

• The total airport wide employees working at KIAB (including BIAL and Concessionaires) are

approximately 22,000 in year 2019.

• There will be a substantial requirement for skilled, semi-skilled personnel to helm the growth at

KIAB. Hence, a potential increase is expected in aviation related employment at the airport and

approximately 117000 employees are expected by the end of the filial/ultimate development

phase ofBIAL i.e. by FY 33-35.

• Theforecast details are shown in the table below.

Forecast Total Users (including both BIAL and Total Cargo personnel Total
Concessionaires)

FY2-1-25 265()() J()()()() 5650()

FY 29-3() -II()()() -I6()()() SlO()()

F)' 33-35 61()OO 56000 II 7IJOO

• Out ofthese employees, 50% ofthem are working in and around terminalforecourt area and the

remaining 50% are working with:

o Cargo Terminal Operators

o Cargo Warehouses

o Ground Handling Agencies

o IOCL Fuel Farm

o LSG and Taj Stats Catering

o CISF and Other Government Agencies

o Retailers and Other Concessionaires at the Airport

o BIAL and Airlines staffon lands ide and airside and other

o BIAL staffworking at Utility centers and other airport supportfacilities.

• All these buildings/facilities are located around west metro station as shown in the layout below.

• Currently 70% ofthe employees are commuting by public transport or the transport provided by

the concessionaire/ airport operator.

• lnfuture, when metro is available, a significant shift in mode oftransport is expected as it reduces

the travel cost, traveltime and provides great convenience to the Airport Community including

Aeronautical and Non-Aeronautical Concessionaires who have to commute long distances through

the congested roads to reach the airport and back from airport to their place ofwork / residence

etc.

• These users are expected to lise west metro station to commute as their workplaces are located

within the transit influence zone / or catchment area as shown in the layout below.

• The alternate choice ofboarding/ alightingfrom the Terminal metro station will only increase the

traffic movement in and around the terminal forecourt area and this will create congestion on

hindside roads due to provision ofshuttle service to commute from terminal metro station to areas

located on the west and vice versa.
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• Also. additional infrastru cture needs to be provided to meet this increased ridership in M,I"ITH

which would impact the current sizing o/ i'vli'vITH and ongoing construction ofTl, roads, car park
and the rainwater harvesting water body plann ed in the Tlforecourt area.

• From the above diagram, it can be seen that as there is 2-3 kms distanc e between the 2 stations ,

and to decongest the area near Terminal Metro station, the KIA West metro station is required.

• BIAL requests the Authority to consider the KIA U:est Station (I S an addition to RAB.

5.3.7 BIAL commented as follows on inclusion of the Baggage Sorting Area in the RAB:

• BHS (Baggage Handling system) Sorting area which is located in Basement 3 0/ Mi'vITH (@ 
12.6A4 From Level 0) is part ofthe basic f oundation works and retaining walls ofM'M'I'H.

• Without constructing and completing the civil works 0/ Basement 3, it is not possible to construct
the other Basements which are just above the Basement 3.

• Civil works/or BHS Tunnel to Terminal I and 2 and BHS sorting area at the central zone o/ i'vIMTH
has to be completed infull to complete the Basements and roads above ofM' M'FH, Below diagram

gives the details oflocation ofBasement 3 within MJ'vITH.
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• As detailed above, the Raggage Handling system is an integral part ofthe lvlMTH and hence will
be capitalized and commissioned along with tvIMTH. Hence we request the Authority to consider
the same as addition to RAB together with AIMTH.

• BIAL notesfrom the details provided in the Consultation Paper, that the Baggage Sorting works
have not been added to RAB, even in FY 26 contrary to Authority's proposals.

5.3.8 BIAL commented as follows on the allocation ratio for the rainwater harvesting ponds:

• Assets relating to water harvesting - Mainly the ponds and other pipelines are considered as
Common by AERA.

• These assets are part ofthe Utility infrastructure being created by BIAL as part ofits Environment
and Sustainability initiatives.

• As submitted earlier, the Utility assets which are/or core Airport Operations should be treated as
Aeronautical

• Also, any cost recoveries from these assets are adjustedfrom Operating Expenditure and the entire
cost is treated as Aeronautical

• Accordingly, we request the Authority to treat these Assets as Aeronautical

5.3.9 BIAL commented as follows to justify the increase in the T2 Apron cost on account of closure of the
ECT and increased transportation cost:

• The T2 Apron is located on the western side ofthe ECT tunnel and the earth stockpiles are on the
eastern side ofthe ECT

• Upon commissioning a/the NSPR/acility in Dec 2019, works were in/ill! swing/or the earthworks
/01' the T2 Aprons. The ECT which was completed in November 2019 could not be used til! Sep
2020 as BCAS Approval was given only in Sep 2020.

• Even though the other construction activities had slowed down, earthworks activityfor T2 aprons
was infull swing.
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• Please find below the details of material shifted using the village road due to closure of ECT

betw een 5th December 20/9 and l Sth April 2020 and /6th June 2020 and /5th October 2020.

Material Shifting through village route

Sl.no. Month ltom de5cri~t1on Unit Quantil}' Romark

M sa ndlfill sand/d us t M T 9004.5 Fro m source 10 proje ct si to usi ng addit io nal

GSB MT 6 6 92 .57 lead from village road

1 Dec'2019 CTB Cum 1096
fr om east s ide plant to SP-03 construction
site from village road ___._

Reinforcement MT 43.8
E a s t side slockyard to SP-03 project s ide
from village road

Msandtrill sand/dust MT 11216.5 Fro m source 10 project site using additional

G S B MT 20 61 9
le ad from village road

Msandtrill sand/dust MT 4460
Fro m East side stockyard 10 project site

2 Jan'2020 using a9ditionallead from villaae road

CTB Cum 1380
(rom east side plant to SP-03 construction
s ite fro~villaQe road

Reinforcement MT 38 E ast side stockyard to SP-03 project side
f rom villag e road

Msand/fill sand/dust MT 15676.5 Fro m source to project s ite us ing additional

GSB MT 50 30
lead from village road

Msand/fill sand/dust MT 8595.5
Fro m East side stockyard to project site

3 Feb'2020 us ing additi~lead from villa e road. _

CTB CUM 834 From east side plant to SP-03 construction
WMM MT 3111 .5 si te from v illage road

Reinforcement MT 29 .2
E as t side stockyard to SP-03 project side
from vlllaue road

Msand MT 101 30 .9 Fro m source to project sile using additional
GSB MT 2883,3 ~a9l!9m village road

CTB Cum 433
from east side plant to SP-03 construction

- s ite from villaQe road

4 Mar'2020 Msandtrill sand/dust M T 56 0 5. 5 usina additional lead from vlllaoe road

WMM MT 1!l32 f ro m east side plant to Sp·03 construction

Asohall M T 1991
site from village road

Reinforcement MT 22
E ast side stockyard to S P -0 3 pr OTect side
from villaoe road

Msandlfill sand/dust Cum 6121
Fro m e a st stock p ile to west co ns tructio n

area
5 April'2020 E xc av ate d surp lus so il shi fted fro m S P-03

Unsuitable soil Cum 5488 construction site to stockpile at east of
cross field taxiwav

Msandlfill sand/dust Cum 40759
Fro m east stock pile to west construction

area
7 Jun'2020 Excavated surplus soil shifted from SP-0 3

Unsuilable soil Cum 29834 construction site to stockpile at easl of

--_.- --- cross fi eld ta xiwav

Msandlfill sand/dust C um 37120
From east stock p ile to west construction

area
8 July'2020 Excavated surplus soil shifted from S P -0 3

Unsuitable soil Cum 28574 construction sile to stockpile at east of
cross field taxiwav

9 Aug'2020 Msandtrill sand/dust Cum 5097
From east stock pile to west construction

area

• There was no additional space available/or stockpiling ofthe T2 excavated earth on the western

side. and hence shifting 0/the soil was carried out through the longer route passing through the

villages .

• As soon as the unlocking approvals in Jun 2020 were provided by the Government, maximum

efforts were carried out by BIAL to ensure works resumed at the earliest in lines with the lockdown

guidelines.

• Work activities which were mechanized. and where labor requirement and interactions were

minimum was given topmost priority. The shifting ofthe earth involved basically lifiing ofthe soil

by excavator and loading the soil to the dumpers which was driven and soil unloaded at the

designated location on the eastern side. There was minimal interaction between the excavator

operator and the dumper driver. Works were carried out to the maximum extent possible during

this period.
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• Even after BCAS gave the approval for ECT in Sep 2020, there has been tremendous amount of

checking jar the dumpers/tippers passing through the tunnel. This lowered the productivity ofthe

dumpers usage significantly. Also, it may be noted that the BCAS approval had also mentioned

that usage ofECT was also based on the CISF assessment at site. Hence during such closure times

as decided hy CISF, the dumpers were/arced to use the village road and take the longer leads.

• Hence, BIAL requests AERA to allow the justified cost increases that was necessitated due to non

availability ofECT on account delay in gelling approval from the Statutory Regulator - BeAS, as

part ofaddition to RAB.

5.3.10 SIAL commented as follows regarding I% penalty for delay in commissioning ofTenninal 2:

• The Authority in the Second Control Period order decided to impose a penalty/ adjustment of 1%

ofthe cost ofTerminal-Z Phase I, ifBlAl.fails to commission and capitalize Terminal 2 Phase I

by March 2021. However, on account of'lst wave ofCovid-Lv. this date was revised to Llst March

2022 and AERA has accepted the same and decided not to apply the 1% penalty on BIAL.

• However, it has laid a condition that ifthe completion ofTerminal T2 is delayed beyond 31st Mar

2022 date, it will apply 1% penalty, under any circumstances.

• Due to the crushing impact of2nd wave ofCovid-19 which has resulted in Iockdowns in Karnataka

and the strong likelihood of'further Covid-19 waves, construction activities at site have been

severely impacted and there is steady migration oflabor back to their native places, resulting in

further delays in completion ofTerminal T2.

• Ifthe delay isfor Covid-19 reasons orfor similar events (which are beyond the control ofBIAL),

it would be wholly wrong to impose such a penalty.

• Per TDSA T, AERA had agreed to examine the levy of 1% penalty on its own merits and stated that

it if a convincing case is made out by BlAL for any delay, AERA may vmy or waive the penalty,

but only/or good reasons. The current proposal is against its own stated intent in TDSA T.

• BIAL notes that AERA has also proposed as follows:

"5.3.18 To reduce 1% ofthe project cost from the ARR/ Target Revenue as re-adjustment, in case

any particular capital project is not completedI capitalized as per the capitalization schedule as

per the approval in tarifforder."

• We request the Authority to not levy any penalty in case any projects are not completed due to

circumstances that may be beyond the control ofthe Airport.

• Based on the feedback given by A ERA during the Stakeholder consultation meeting, considering

the impact ofthe second wave ofCovid-19 pandemic (not factored during the MYTP submissions)

and the forecasted potential third wave, BIAL has re-evaluated the Project Progress and the

balance activities required to complete and commission the same. Based on this re-evaluation,

BIAL proposes the date ofcompletion to be 31st December 2022. BIAL also requests the Authority

to true up any consequential cost increases due to shifting the date from 31st March 2022 to 31st

December 2022 as part ofthe True up in the fourth control period.

• BIAL requests the Authority to accordingly cunsider this as the completion date ofthe Project.

5.3.tl Regarding the ORAT expenses, BIAL submitted that it has estimated the same as part of Capital
Expenditure as per applicable accounting principles and guidelines and the same treatment was also
accorded by the Authority earlier in case of DIAL wherein ORAT was considered together with the
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Pre-Operative Expenses. Therefore, BIAL requests the Authority to consider the same as Capital
Expenditure.

5.3.12 Regarding the design, PMC, pre-operative expense and financing allowance BIAL submitted that it
would request the Authority to refer to the detailed explanations provided in comments to the Second
Control Period True up.

5.3.13 BIAL commented as follows on the Tl optimization project:

• The sustaining capex includes repairs and maintenance. minor projects. special repairs andfacility

augmentation to cater to the growth in traffic. BIAL also does regulatory, digital initiatives and

safety compliance related capex which are mandatedfrom BeAS, DGCA. IvlOEF etc. which form

part ofsustaining capex. Most ofthe sustaining capex are carried out with limited interruptions to

existing operations. There/ore. Tl Optimization Project is not the same as projects undertaken

under Sustaining Capex.

• The Interim Terminal Improvements were undertaken with an objective ofmanaging the increased

demand for airportfaci!ities to cater to the high growth in passengers being witnessed in KIAB.

This was done by increasing the facilities like Check in counter. additional reclamation belt,

additional bus gates. security lanes. additional kerb area without major civil construction of

expanding the Terminal building. These measures resulted in increasing the capacity ofthe existing

Terminal from existing 20 mmpa to 26.5 mmpa. Some ofthe projects undertaken included:

o Security Hold Area (SHA) Swing Gate: Involves a swing partition/or 2 international gates at

SHA and an additional gate counter. This is for facilit ating handling ofdomestic passengers

in swing conditions during domestic peak.

o Baggage Reclaim Belt No 10: One more additional international baggage reclaim belt in the

existing available space to increase the capacity of baggage reclaims for international

arrivals. Project is completed and put to lise.

o West Bus Gates: Addition of 3 bus gates and seating capacity 0/375 at West side of the

existing terminal to facilitate passenger seating and allowfor increased operations.

o Additional Check-in Counters/ BHS: Additional 16 check-in counters added to handle

additional passenger traffic. A Baggage Handling System (BHS)to handle the check-in

baggage is also added.

o Domestic PESC: Involves addition 0/4 rows domestic security lanes .

o Immigration and Customs modification at Level 2: Involved relocation 0./ four existing

immigration counters to accommodate additional two hand baggage screening units for

Customs. Project completed.

o Utility Augmentation: To enhance the existing chiller plant capacity in Tl A. a 500 TR chiller

unit and all associated systems are added.

o 3rd Kerbside Departure: A third departure kerb was 10 be added to decongest the existing

drop off points. The works involved demolition of current parking lanes and construction

works 10 increase width 0/ existing kerb from 1.5m to Sm. creating pedestrian crossing,

construction ofcanopy, signages and streetlights.

• As can be seen from the above, Interim Terminal Improvement projects completed in the second

control period is not at all connected 10 the Tl Optimisation project proposed in the third control

period.
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• TI Optimization is a list of interrelated and connected projects which are in the nature ofmajor
overhaul ofthe Terminal TI and is proposed to be carried 0111 in optimum time and efficient manner

once T2 Phase I becomes operational. Most of the existing system in Terminal TI are being

replaced on account of end of life of the asset, replaced for reliability augmentation and

redundancy creation, improving operational efficiency. mandatory capex etc. The Projects

include:

o End ofLife replacement - BHS related upgradation, PTBfire hydrant and MS pipeline network

replacement, Escalator/Elevator replacement, Automatic doors- Landside & Airside

replacement, Arrival/Departure carousel replacement.

o Operational efficiency - Wastewater discharge lines, Solid waste Management upgradation,

Plumbing system upgradation, Additional Terminal Exit gates etc.

o Mandatory- Addition of'staircase form level I to level 0 to access west bus boarding gates:

Compliance to (TOI/PAlO office initiative of "Sugatnya bharat abhiyan ". Reconfiguration of

International area to fit domestic requirement to achieve service target levels .

• Details ofthe projects and the cost estimates were shared with the Authority.

• From the above it can be seen that the TI optimization programs are not similar to regular

sustaining capex or Interim Terminal Measures and needs to be undertaken as a program with

dedicatedfocus and minimal disruptions to passenger.

• While BIAL has adequately demonstrated the need and the cost estimates submitted as part of

lvlYTP, considering the current situation, in the interest of all stakeholders, SIAL proposes to

implement Terminal I Optimisation in a staggered manner. This will be planned based on the

evolving Traffic conditions and the anticipated increase in Terminal utilization.

5.3.14 SIAL commented as follows on the four lane access road to CISF barrack:

• As per Table 69, the Authority has shown the Projected Capex ofBIAL wherein the cost for CISF

Barrack Expansion and Access Road is shown as R.I'. 44.79 crore.

• BIAL had, in the lvlYTP submission, combined 2 cost items - CISF Barrack expansion and Access

roads and projected a value ofRs 44.79 crores. As per page 8 ofthe Cost Plan report submitted

along with the MYTP submissions, the breakup of the same is Rs 15.42 crores towards Access

Roads and Rs 29.37 crores towards 'CISF Barrack Expansion. The Authority has proposed

reducing the combined cost ofRs 44. 79 crores by 50% erroneously. The reduction of50% must be

applied only on the Access Road cost component and not on the entire sum.

• Accordingly, BIAL requests the Authority to make the necessary changes as explained above.

5.3.15 SIAL submitted that it has evaluated the requirement of Alpha 4 and Landscape works and in view of
the current situation and disruption in traffic, it is agreeable to defer these projects to the 4th Control
Period.

5.3.16 SIAL commented as follows on the CISF housing project:

• Security is one ofthe importantfunctions in the airport and is handled by CISF andfalls under the

"reserved activities " as defined in the Concession Agreement. CISF has repeatedly approached

BIAL to provide a permanent CISF Township and hence BIAL proposed to develop a housing

facility near the airport so that the operational and emergency needs can be met.

• The staffing of CISF personnel at the Airport is decided by C1SF alone based on established

standards and procedures ofCISF.
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• The requ est f or housing had come based on a request from C1SF quoting CISF Rules 200 1. The

requirements of Bachelors/m arried acco mmodation etc. were specific to CISF and cannot be

subjected to SIAL scrutiny.

• In view ofthe request comingfrom a Statutory Agency like CISF. BIAL had to include the same in

its Capital Expenditure program. subject to AERA approval. SIAL did the required due diligence

f or estimating cos t for the requirem ent projected by CISF. It is to be noted that there is no

permanent housing provide d since the last 12 years ofoperations.

• BIAL concurs with the Authority 's views to not consider this projectfor the current contro l period.

• SIAL also requ ests the Authority to provide suitable g uidance on matters relating to such CISF

relat ed Capital Exp enditur e to all Airport Operators.

5.3. 17 SIAL commented as follows on the stakeholder consultation meeting - stage Ill:

• SIAL had carried out the plan ning activities/or PAL-2 projects and bas ed on the plans. co nvened

the Stakeholder meetingfor Stage I and Stage /I review and approvals.

• Consideri ng the evolving Co vid- Iv pandemic situation. BIAL has continually re-evaluated the

Capital expe nditure needs , including options for re-sizing/ def erm ent ofprojects etc. Accordingly.

SIAL had, during the process ofreview o/tHYTP by AERA submitted that BIAL would like to drop/

def er! re-siz e certa in projects and had accordingly revised the PAL-2 Capex estimates f or Third

Control Period downwards.

• On issu e of MY TO by the Authority, based on the projects proposed to be carried out in Third

Control period, SIAL will prepare the detailed design/ cost estimates and con duct Stage 11/

stakeholder cons ultations, well in tim e before commencement ofany activities relat ing to the sa id

projects.

5.3.18 Regarding the fixed asset register, SIAL submitted that it has been maintained in accordance with the
Accounting prescriptions and guidelines and Authority'Sdirections are noted and will be implemented
from 2021-22.

5.3.19 SIAL commented as follows on the revised capital expenditure for the third control period:

• BIAL has reviewed its capita l expe nditure p lan. it has further revised the cap ital expenditure for

the Group B projects as gi ven below:

Cost Code Program
Amount

(in Crores)

A Airfield Work~ 2. : .55
B Pa~~en~or Torminal 50.00
C Land~ide Acco~~ and Parkin! 400 .85
D Support Facilitie~ 307.: 1

E SUB TOTAL - CONSTRUCTION COST (GST a Indexation) 780.61
F De~;~n a PMC Foe 5.00 % 39.03
G Pre-Operative Expen~o~ :.00% 15.61
H SUB TOTAL - SOFT COST 54.64

I TOTAL 335.25

J Cont;n ~oncy (With hi~h lovol of concegt do~i!n) 3.00"0 :5.06

K GRAND TOTAL 360.31
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• The break-up ofthe above Construction Cost (defined as "E" in above table) is given below:

51. Cost
Nr. Code

Program I Projects
Cost Including taxes

and Indexation

. . 1_ . A . Airfield Works • •• . 2.2 , 5.4., 7 5 ,.2 3 3
1 .01 A·12 Airslde 'Se c'ur ity wa ll 3 ,96,29,202
' : 0 2' ..A: 13 . ~i rs!d~ perim~te~ RD:ad" - ~ .. - ~ - _ ... - ~ .. ~ - - . - ~ . ~ ~ - ~ . ~ . ~ .. ~ . . " ~~~ ~8~ <{6~~31

2 B Passenger Terminal
.2"0_' . . B:03. ,!: l~q~t[ni:i ~a!i~~ . - ~

50,00,00,000
- ., ., . . . ., .. _. . . . . . . ~oA.o~ oo~OoO

3 C Landslde Access and Parking 4,OO,85,34,8?7
3.0 ' 'C: ,'4 ~y~[e)'!~c.k .a lo!>g ~~~ ~ ~~~ 2i-J <; ~ 1'1~~ <! O:C~i~g it~ t.!O:n." . ~ . ==_~ . ' ~ _. _.. .. __ . _
3 .0 2 . -C.?' 9 no ey.fo r'!:'t!'lTlinal . ~"t~o.St~tio.n" ..... _ ... __ . ... __ .. _ _ _ .. l!0 ,9.o.A 21 "!.79
3 .03 __C~ 2_A. ,!:e.rlTl~n~ l.~ct~oS t~t io.n • • • • •• • _ ' ,65,3,0, '9, 68 5

) "l1.4• . _C~2.B. ~ 1~ Y'.e." t.S.t~t-'-o.n " _ . . . . _ _ . . . _ 12Q.3,Q.6,~2,3_2~

. 3, l1.5• ••<;: ? ~o.!~h_~~s~ ~o.a~ .e ~P!~,:,sJ~n_ . _ . . _. • • _ . . • • .. . __ _ '!3,"!.32 ~4 5J!'
3.06 . _C-5 . . <;1~ F. ~a!~a~ ,,- ~ x'p~~s~o!, . Access Road . . . _ _ 8,14,35, 8.45/

4 ~up'port Fa.ctl ~t ~es . . . . . • • •• _ • _ ~ ~94, q2., ~ 1, 796

.4, 0.' .. S:~ 1)' ~I~I" <;".~p~~ e,,-r~t,:,g an,d .C.!' ':' t.e ,,~ . _ _ __ _ .. _ .. _ _ _ . _ . .
_4"l1.2• _ !5 ~. <;; 1 ~F.~!r:.a£~ ~xF~'2sio!, . _ • . . • • •• • • • _ • __ • _ • • . :t 1! Q1! t!.8. l1.39
. 4"0.3. .. K8 _ ~nJ,!,,!I.o..u!,r_a':'tJn.e_fi'<:.il!ty _ . _ _ . . _ _ " _ _ . . . _ _ _ " . ...3.l!52 3. 5J8.4J
4.04. . 0 0 ' t:!<:.w. ca!"~o. d.0ITl_e~tkt,,~~i~a.1 _ . . . . __ . _ . . . . _ . _ . _ ... _ .. . __ . _ . 5.5J 26 ! l! ' ! 6.51
4 .0 5 0 02 Additional Cool Port Building 49 ,10,17,849
_4~O_6_ =)~o) ~ ~e=f~r!J~~niej,~ g~ ~X1S!i 6i c:.a!io~t~~~i~~l~ -: ~~np~~ ~0~t~o~ _B~~b_a=__ _: __ =~ _~ ~3~<fO~ ~O;8_5~
4.07 004 ~efurbish,,!e_n~ ",t. ~x-'-s~i ,:,'!. <:.a!'!.o_t.eC,,!i,:,'!.I'!, ·_~ir.l.n~i~ .?~"!:S.. . _ . . . . . . . .. . . . ~0~~1~:t5~3.8~

. 4 ,08. .DO? Ref,!rbish.,,!e_nl of. ,,-xls!i,:,S <:.a!go.t~~"!l ,:, ,,-ls_ :..~i~ I_ncli~ ?~r:S_C_O?I.~oot.. _ . _ . __ ....6, 95, l1.5,8.4~

4 .09 DOb Refurbish me nt of c.,tcrlng building s TAJ SATS . • • 16 ,61 ,62 ,195
4.10" ' uuj ' ~e:r~r1>I~~~ej,! 9(C:a~-!rins1>~ I [d~I;$i ~Cs{(S]<~cj, ~ t_ : =~ ~ .: : : ~. : ~ .. _. _ ~ -i, ~4~ ~BJ_~~
4 .1' U59 Water Treatment Plant 6,95,05,842
:,1. 1~ TR:L!, L'lnd~c.ap~ Works _ . . _ .. _ . _ . _ __ . . __ . _ . .. _ _ _ "
4 .13 5 38 Alpha 4
1 . 11 ' ~7 '- ' L~nd~ i~~ ~~i~~e.n~ n:c,, ~ ,!ild!ng ~ . ~ . = ~. _:. _= .=.=. ~ _ . _. .. . . .1 ~ ,]!I,~ ~ ,~ !3.

l.-_--I-__-L_ --'-- .....::...---I-__----'--7 , 8 0 . 6 1 , 15 099

Comparison with A ERA 's proposed costs ill tile Consultation Paper:

• AERA has proposed Rs 438 cr. as the capital expenditurefor the Group B projects and the breakup
ofthe same is Rs 405 cr. jar Hard cost ad Rs 33 cr. towards Design, PArlC and contingency costs.

No Pre· operative expenses have been considered

• BIAL had submitted the Cost plan report as a part 0./ "vIYTP submission in July 2020, wherein

earlier in.flation rates were considered The Authority has proposed 4.9% as the inflation/actor in
the Consultation Paper, based on 69th round of survey ofprofessional forecasters. We request

Authority to consider 4.9% as inflation factorfor capex in the Group B projects. The impact ofthis

change is factored in the above revised table.

• BIAL has considered costs pertaining to Terminal Metro Station & its canopy and the KIA West
Station in our revised capital expenditure table jar Group B projects. AERA has opined that the

Metro Scheme may not be ready by end 0/FY26 and hence had not considered the same in its Table

70. BIAL has executed a binding MOU with B,\rIRCL in regard to Metro scheme. Govt ofKarnataka

has set a deadline 0./ June 2025 for commencement 0/ Airport metro line and BIAL also has to
adhere to this timeline. In the Stakeholder meeting for the 3rd Control Period held in 9th Jul 21,

GoK has also requested the Authority to consider Metro stations' capitalization in FY25 in line

with Karnataka government target date & provide BIAL with adequate cashflows to undertake the

Metro stations' works. We request AERA to consider the same.

• BIAL needs a project team to implement these projects and it cannot be made zero as proposed by
the Authority, as elaborated in the previous sections. These manpower costs are not duplicated in

the operations side also. Authority has considered Rs 98 crores against a Hard Cost of R.I'. 5030

crores amounting to 2%for Pre-operative Expenses in the case ofConsultation Paper issuedfor
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GHIALfor the 3rd control period We request Authority to consider the same 2%for SIAL as an
interim solution and approve the pre-operative expenses for the Group B projects.

• We also request AERA to true up the Design, PMC and Pre-operative costs based on actuals and
subject to reasonableness and properjustification.

• BIAL also notes Ji'OIJl the Table detailing the proposed Third Control addition that the Interest
During Construction is estimated at Rs. 3 crores which prima facie appears vel:V less. SIAL
requests the Authority to look into the computations ofthe IDC estimates.

• We are not aware of the funding pattern estimated by the Authority while calculating the RAS.
SIAL requests the Authority to re-estimate the funding pattern.

5.3.20 SIAL commented as follows on the sustaining capital expenditure:
• Average Sustaining Capital Expenditure incurred in the Second Control Period is predominantly

for one Terminal and One Runway and related infrastructure. Additional facilities such as the
Second Runway and the Terminal Z-Phuse I, Forecourts and the landside infrastructure will be in

use/or most period in the 5-year timeline ofthe Third Control Period.

• With considerable increase in the overall Irfrastructure andfacilities in the Third Control Period,
once domestic traffic recovers to pre-covid levels, the estimated cost 0/ Rs. 197.45 crores per

annum is insufficient and not sustainable from the point a/maintaining the required service quality
standards.

• Considering that the Authority has drastically cut the Capital Expenditure projects and has
allowed a paltry sum 0/ Rs. 50 crores towards Terminal-I Optimization (which is more than 13
years old and had been sweated fully beyond its rated capacity in the past and cannot bear any
more load) it may not be sustainable to keep the estimated Sustainable capital expenditure spend
restricted at Rs 197.45 crores per annum. Majority ofthe Capital Expenditure in T-I Optimization
is/or refurbishing End a/Life assets which have been confirmed by the respective OEMs and the
same has been shared with the Authority also. Authority has also overridden such OE,VI
recommendations while determining the amount 0/ spend to be allowed. Neither is the Original
Capital Expenditure proposed jar various projects allowed nor is sufficient Sustaining Capex
provided by the Authority.

• We request the Authority to approve the estimate that SIAL has submitted as part o/MYTP as the
same is made based on realistic estimation a/the actual activities that need to be incurred.

• Also.

o Table 12 ofthe Consultation Paper indicates that AERA has considered the revised Sustaining
Capex estimates submitted by SIAL/or FY 21 wherein SIAL has requested the unspent amount
to be carried to the next year FY 22. It is noted that AERA has not considered the same.

o Estimate ofRs. 197.45 crores considered by AERA/orthe Third control period is based on the
average spend in the Second control period, without considering any inflation. SIAL requests
the Authority to correct this error.

• On Authority's comment on Para 5.2.88 that only the works proposed by BIAL has to be incurred,
we submit that the estimates made currently are based on the need and requirements that have
been assessed currently. In the dynamic business environment, the need has to be constantly
updated based on changes to the business. traffic estimates. changes/ fresh advisories issued on
account ofSecurity reasons and any other Government directions. Also. Authority has approved a
total block estimated cost per annum and has not listed the approved cost against individual line
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items submitted by BIAL. Hence, BIAL should be given the flexibility (depending upon the factors

mentioned above) to incur the Sustaining Capex costs.

• BIAL will provide a break-up ofthe Sustaining Cap ital Expenditure line items at the time ofM YTP

submission/or the next control period.

5.3.21 BIAL commented as follows on the common asset allocation ratio :

• BIAL has, in response to the allocation ratios applied by the Authorityfor Assets in Second Control

period elaborated the reasoning/ or considering 91% as the basis, which is the overall Gross Block

Ratio. As the same principle is applicable/or the Project proposed to be commiss ioned in the Third

Control Period also, BIAL requests the Authority to consider the sam e and allocate the pr oj ects

that are assign ed based on Terminal Ratio to be changed to the overall asset Ratio.

• Based on the actual list o{ additions in the Fixed Asset Register at the end of the cont rol p eriod

(Including Term inal-Z Phase I) , these can be trued up after the direct Aeronautical, Non

Aeronautical and common asset items are identified and trued up

5.3.22 BIAL commented as follows on the deferral of projects:

Projects deferred ill 1st Control period

• The Authori ty has incorrectly shown non- execution ofpr ojects for lst Contro l period to the extent

ofRs. 4YI crores. However, in the 2nd Control Order No. 18/2018-19 in Table 22, AERA has

shown the comparison of Additions to RAB 0/ the lst Control period Tariff Order vis-it-vis the

actuals and the difference on account of unspent maintenance capex is show n as R.I'. 44 7 cro res,

as per table given below.

Table 22: Comoonso» 01Al/dWolIs to R,18 • A.\consldeled in MYTD- CP1 and arlUals (Hs. Crores}

!ri8!i!l1 ~ml~01li QU'lilI
I Addi tion as per'MYTO-CPI 15.43 22.52 i167<1.60 443.04 I 61.66 2,214.25 I

Actuals as per BIALsucmtsstcns 15.36 23.84 1,637,49 60.21 I 30m 1.76li.97
1 Difference (unspent mainly from

0.07 1.32 34.11 382.83 1 31.59 447. 28 1MaInten ance canex)

• As can be seen from the table (which is self-expkmatory), the difference is mainly on account of

unspent amount in maintenance copex. The below table compares the AERA approved trafficfor

the l st control period vis-a-vis the actual traffic handled at KIAB forthe sam e period.

Details ill Millions FY 12 FY 13 FY 14 FY 15 FYI6

As per ivllT O I

Domestic 10.33 9.-19 10.23 11.-10 12.66

International 2.38 2.50 2.63 2.97 3.34

Actual Traffic

Domestic 10.33 9.49 10.23 12.-1 7 15.61

International 2.38 2.50 2.63 2.93 3.37

Actual Growth Rate

Domestic 10.38% -8. /-1% 7.85% 21.83% 25. (5%

lnternational 4.60% 5.26% 5.19% 11.31% i-I. 78%

• BIAL wishes to furth er submit that the 2 years - FYl5 & FY16 were the years wherein BIAL saw

a huge increase in traffic and witnessed - 22-25% growth rates and any pr oject undertaken or

deferred needs to be assesse d in the context ofhigh traffic and hence pr ojects that would hamper

or inconvenience passengers were def erred to a later dat e in view ofthe situation.
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• The Authority had taken cognizance ofthisfact at the time oftrue up in the Second Control Period

Order.

Projects deferred ill Znd Control period

• The 2nd control period has seen Projects getting delayed on account of Covid-19 and certain

projects getting deferred. The Authority has erroneously classified all the projects that did not get

completed in 2nd control period as deferred projects. The main reason for not completing the

projects is on account of l st wave ofCovid-19.

• BlAL had deferred some projects on account ofCovid-Lv (l st wave) in order to conserve cash,

considering that the traffic had collapsed completely on account of the government-imposed

lockdown for 2 months and that recovery in traffic was uncertain. These deferred projects

amounted to Rs 278 cr., as referred to Table 6 ofthe Consultation Paper, which amounts to 2. 79%

ofthe total capex approved by the Authority in the 2nd control period The details ofthe projects

deferred and the specific reasons for the same has heen explained in section 7. 3.7 of the MYTP

submission.

• With regards to the sustaining capex, BIAL had made a submission/or need to construct a 220KVA

substation within the Airport to cater to the required demand of33 MVA due to KJ:;RC regulations

which stated that urty demand above 20 MVA, shull be provided by the Power distribution compuny

at 220 KV level only. BlAL had multiple discussions with Karnataka Power Transmission Company

Limited which has agreed to establish a 100 ,'vIVA additional transformer on lease basis and deliver

the required 33 MVA power from their 220/66 KV substation till BIAL establishes 220 KV

substation/or a maximum demand of33 MVA. This project has now been deferred to 4th control

period. Hence, this deferment was on the basis qlB1AL successfully convincing the state utility to

accept an interim solution and not burdening the passengers with this capex in the 2nd control

period.

• The major project that has got delayed in 2nd Control period is the Terminal T2 and associated

landside infrastructure projects. The delay has been on account of Covid-19 which impacted

procurement ofmaterial due to supply chain issues, drastic reduction ofavailability ofmanpower

and the Authority has itselfacknowledged this fact in para 5.2.14 as given below:

"5.2.14 The Authority has noted that Covid-19 has effected the Indian infrastructure projects and

has led to delay in the projects. The Authority is ofthe view that the reasons provided by BlAL with

the data on labour shortages and supply chain seems reasonable to justify that the project will get

delayed beyond 31 March 2021. "

• The Authority is convinced of the genuineness of the reasons ofdelay in completion of Terminal

T2 & its spill over to the next control Period on account ofthe Covid-19 Pandemic. The Authority

is also cognizant ofthe fact that the delay has not resulted in passenger inconvenience due to lack

oftimely capacity augmentation. as mentioned in Para 5.2.15.

• BIAL undertakes capex project after required due diligence, Board approvals and transparent

procurement process. BIAL has always adopted a modular approach in construction and does not

believe in saddling the passengers/ airlines with high capital costs. There is detailed deliberation

for assessment ofinfrastructure and wherever it was possible to defer the costs, the same has been

done.

• The Authority has not taken into consideration the real reasons for this deferment and genuine

delay in construction activities on account ofCovid-lv and has painted an image that B1AL has
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not kept its commitment in terms ofcapex and thereby leading to services not being available to

the passengers, which is totally incorrect and unfair to BIAL.

• This type ofconclusion, besides contradicting AER A 's observations elsewhere in the cons ultation

paper, is entirely wrong and unjust. We request AERA not to mak e such unjustified referen ces and

remove the samefrom the Consultation Paper .

5.3.23 BIAL commented as follows on the depreciation computation for the third control period:

• BIAL has submitted its detailed responses on various aspects ofDepreciation as part ofcomments
on the True up ofSecond control period.

• BIAL requests the Authority to consider the sam e/or the Third Control period.

• BIAL submits that while the Authority has proposed to Aeronautical Depreciation estimate/or a

year based on the Aeronautical Asset Ratio of the y ear, BIAL requests that the same be trued up

based on actual asset wise identification of Aeron aut ical and Non-Aeronautical, based on the

explanations submitted by BIAL in its resp onse above.

Other stakeholder comments on regulated asset base and depreciation for the Third Control Period

5.3.24 Government of Karnataka commented as follows:

• Levy of penalty : The construction of T2 has been delayed as a result of the impact of

COJlID- 19, due to migration, lock-down. AERA should consider this as an extraordinary

situation and not to levy I % penalty for delay on acco unt of the impact 0/COVID-19.

• Reconsideration of key projects direct ed by Government ofKamataka : The Metro

Rail Sch eme and Appurtenant works and the tunn el works under the active run wcry /01'

connecting the terminal to the eastern access road hav e been mandated by Government of

Karnataka to provide better connectivity to passengers travelling to their home. The capital

cost/or these projects should be considered in this control period.

5.3.25 Infrastructure Development Department (GoK) and APAO have stated that there has to be consistency
in the approach of AERA and that existing guidelines of AERA and decisions taken in the past
tariff orders must not be reversed/rolled back in a retrospective manner, unless there is a statutory
ruling or such a change is a part of wider consultation in regard to revision of existing airport
regulations . These frequent reversals will affect Airport operator 's financials and create cause of
concern in the minds of Investors. With the above background, Government of Karnataka requests
the Authority to continue the established approach based on decisions taken in the past tariff
orders in regard to Financing Allowance, Depreciation and Pre-operative expenses (for the
Expansion project) for BIAL.

Infrastructure Development Department (GoK) also stated that the Authority should not levy 1%

penalty for delay in completion ofT2 beyond 31 March 2022 in case the delay is on account ofCOYlD
19.

Regarding the airport metro stations, Infrastructure Development Department (GoK) stated that the
Government of Karnatakahas set a deadline of June 2025 for the commencement of airport metro line
and an MoU is signed between BMRCL and BIAL in regard to the metro scheme. lDD mentioned that
majority of works on these lines are tendered and it expects the work to be completed by end of FY25
and therefore, it requested the Authority to include the airport metro line with its enabling works as
part of BIAL's capital expenditure.

5.3.26 FIH Mauritius Investments Ltd. submitted as follows regarding the disallowance of project pre
operat ive expenses:
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• "These are expenses incurred for having a dedicated Project team that is responsible /01'

implementation 0/ Expansion Project by working along with team a/international consultants.

• Contrary to the decision taken in the 2"" control period tarifforder. AERA has now disal/owed the

entire cost 0/R.I'. 355 crores and this disal/owance wi/! severely impact the cash flows 0/BIAL.

• In the]"'1 control period order. Authority had acknowledgedthat there is a needto have a dedicated

Project Management team when large scale capital expenditure Projects are being e.xecuted.

• Authority had approvedpre-operative expenses in the case ofDelhi and Mumbai airport expansion

projects in the recent past and has also proposed pre-operative expenses in the consultation paper

issued/or GHIAL recently.

We request the Authority to reinstate the pre-operative expenses as approved in the 2nd tariff order

and true up the same at the lime 0/completion ofthe projects based on actual costs incurred and its

reasonableness. "

5.3.27 FIH submitted the following regarding the withdrawal of financing allowance:

• "Financing Allowance as per Direction No. 05 wasfollowed by AERA in the last 2 tarifforders.

This was the basis for lenders and shareholders to commit their share (?I' investment in the

Fxpansion Project

• AERA has inconsistently revised the concept of Financing al/owance in the 3rd Control Period

and this will seriously affect the cash flows and ability to service debt service obligations 0/ the

company. especially since BIAL has invested100% 0/the equity (amounting to Rs 2,425 crs) prior

to debt disbursement.

• Such changes to Regulatory principles, in contravention to Authority '.I' own Guidelines and one

which had been followed in the past tariff orders, creates doubts regarding consistency 0/ the

Regulator's approach while adding to the doubts in the minds 0/ Investors & Lenders.

We request the Authority to honour its own guidelines and airport regulations and aI/ow Financing

Allowance in line with the principles applied in the tarifforders ofthe prior control periods. ..

5.3.28 FIH has stated in its comments that the Authority has proposed changes to the useful life for
computation of depreciation, which has been approved in the previous tariff orders.

5.3.29 Siemens has stated that with 20% stake it is the 2nd largest shareholder in SIAL and it is one of the
most prominent German investments into India's infrastructure to date. Further, Siemens has stated
that for the success of the PPP model, a fair and consistent regulatory framework is a critical
requirement for the success of the entire privatization process adopted by Gol. Siemens further stated
that Consultation Paper has raised serious concerns, both on the Expansion Project under
implementation, and the adequacy of cash flows towards meeting SIAL's operational costs and
debt-service obligations over the period of 5 years in the 3'd Control Period and the impact of this
will significantly impact the confidence of the investors like Siemens, who have committed to
infrastructure growth in India. Regarding the issues of concern in the consuItation paper, Siemens stated
the below issues.

Siemens has stated that the Authority should not levy I% penalty for delay in completion ofT2 beyond
31 March 2022 in case the delay is on account ofCOYID-19.

Similar to the comments of FIH, Siemens has also stated that the Authority should uphold its guidelines
and airport regulations and allow financing allowance and depreciation as claimed by SIAL.

2381 P age



Order No. 11/202 I-22 jar the Third Control Period KIA. Bengaluru

Similar to the comments of FIH, Siemens has also stated that the Authority should reinstate the pre
operative expenses as approved in the 2nd control period order and true-up the same at the time of the
completion of the projects based on actual costs incurred and its reasonableness.

5.3.30 MIAL stated that the Authority needs to consistently follow its own guidelines and is requested to
allow the financing allowance as per its own guidelines and the past practice for tariff determination of
SIAL .

MIAL stated that the extra shift depreciation had been specifically allowed by the Authority vide
Amendment dated 9 April 2018 to the Order no. 35/2017-18 dated 12January 2018. MIAL submitted
that the Authority should allow the extra shift depreciation based on the technical justification provided
by SIAL and also allow the useful life of assets based on the technical justification provided by SIAL.

5.3.31 APAO stated that the Authority should honour its own guidelines and airport regulations and allow the
financing allowance claimed by RIAl ..

APAO stated that the Order no. 35/ 2017-18 allows for the useful life of runways/ taxiways to be
between 20-30 years and further, extra shift depreciation for Plant and Machinery in the case of large
airports, running continuously for extra shift, was also allowed, based on technical justification. APAO
further stated that the Authority had accepted the justification given by I3IAL in the 2nd control period
in the 2nd control period order while the Authority has reversed its position and had gone against its
own orders. APAO requests Authority to honour its own decisions taken in previous tariff and consider
useful lives as claimed by SIAL.

APAO stated that the Authority had approved INR 150cr. in the 2nd control period after acknowledging
that there is a need to have dedicated project management team when large scale capital expenditure
projects are being executed. APAO stated that the disallowance of pre-operative expenses will severely
atTect the cash tlows of SIAL and the Authority has not conducted the study when the project is still
under construction. APAO requested AERA to allow pre-operative expenses as approved in the 2nd

control period order and true-up the same at the time of completion of the projects based on the actual
costs incurred and its reasonableness.

APAO also submitted that penalty proposed for the capital programs may be relooked as the aviation
sector is under deep distress due to the lower passenger traffic, multiple covid waves and lockdowns
which has resulted in labour migration leading to construction delays and hence it will be unfair to
impose any penalty on airports for any delays in completion of the projects.

5.3.32 FIA submitted that it appreciates the rationalization of capital expenditure by AERA on account of
lower traffic.

5.3.33 FIA acknowledged the decision of AERA to levy I% of project cost as adjustment in case the capital
expenditure is not completed as per the approval in the tariff order.

5.3.34 FIA submitted that in the current scenario post COVID-19, all the non-essential capital expenditure
should be put on hold or deferred, and only such capital expenditure deemed critical from a safety or
security compliance perspective may be undertaken ,

5.3.35 FIA stated that it will await SIAL to complete the process of stakeholder consultation (by way of
AUCC meetings) for capital expenditure projects for the Third Control Period. FIA stated that in case
SIAL wants to undertake any capital expenditure, then it needs to be ensured that no additional expense
is borne by the airlines until the project is completed and put for use to the airlines/passengers.

5.3.36 FIA requested that independent study for allocation of assets in the Third Control Period is undertaken
by AERA.
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5.3.37 On the useful life of terminal building, FIA stated that the Authority should consider 60 years of useful
life as per Order no. 3512017-18 read with schedule II of Companies Act, 2013. FIA stated that useful
life of assets at various international airports like London Heathrow, Sydney airport and Amsterdam
airport indicated that terminal buildings have useful life of as long as sixty (60) years and aprons have
it for as long as ninety nine (99) years. FIA submitted that the useful life of terminal building for Kannur
and Cochin airports have been considered sixty (60) years by AERA. AERA should prescribe sixty
(60) years for the Building including Terminal Building as is practiced by some of the developed
aviation ecosystem.

5.3.38 FIA requested the Authority to consider 10% residual value of the assets instead of 0% as per Para
5.3.3 of the AERA guidelines.

5.3.39 The comments of lATA on the regulated asset base and depreciation are given below:
"lATA proposes all non-essential investments are de/erred or cancel/ed taking into account the

crippling effects ofCovid on our airline members resulting in a heavy debt burden and the ongoing

threat ofbankruptcy.

We welcome AERA 's efforts to scrutinize RIAL's investment plans and reduce the total capex by

INR2, 932. 04 crores that goes some way to addressing capital cost inefficiencies, a reduction in

unnecessary project scope and major changes that have not been meaningfully consulted upon or

where there is a lack ofdetail available to make a reasonable assessment.

However we remain concerned that a substantial deferment from the SCP (INR6544.38 crores) is

contributing to an investment plan 0.1'over 8,800 crores (circa VSD I. l vbn). with a backdrop oflimited

AVCC user consultation regarding major capital items.

Given the exceptional circumstances our airline members face resultingfrom Covid, a capital plan 0.1'
this scale is not economically sustainable/or users, will add to airlines' debt and more likely suppress

rather than stimulate demand.

As such we strongly request the Authority considers alternative mechanisms to reduce the cost burden

for users recognising thefragile state ofairlines by avoiding capex related charges in the TCP to the

greatest extent possible. Ideas/or discussion with the airline community could include:

• identifying when new capacity is required taking into account traffic demandforecasts, to link the

actual/beneficial use a/assets with the tariff on an annual basis, for instance/or T2 Phase I and

T/ refurbishment costs.

• Reconsidering Level 0.1'Service ranges and tolerances for the period to phase in when capacity is

required and cost can be incurred.

• Providing assurances that existing infrastructure is being used as efficiently as possible in advance

0.1' investing in new infrastructure through process improvements. technology and digitisation.

• Notwithstanding these suggestions addressing the cost burden on users resulting from approved

TCP capital costs would enable some respite for airlines and better balance the commercial

impacts across the aviation supply chain, for instance by avoiding aI/ tariff increases during the

period until a later specified date.

Regarding project details and cost assessments, we refer the Authority to lATA and the airline

community's letter 0/ 14flr September 2020 to BIAL identifying a number ofimportant TCP queries that

remain outstandingfollowing its AVCC meeting on 26 tlr August 2020. In/act. we have not received a

reply FOI/1 RIAL's management and there has been no effort to engage with the airline community

since then.
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Capital plans that translate into airport charges should be agreed by consensus with users and not

advance without their approval in line with AERA 's consultation protocol. Basic details such as

Project Investment Files indicating the return on investment, capital efficiency, outcomes and benefits

are needed however have not been shared with airlines on the majority ofprojects to date. Noting not

all projects are in a mature state we do not expect forensic level details for all projects, however

fundamental questions remain regarding some major projects and we expect high level costs and

benefits to be sharedfor all projects

Comments on specific investmentsfollow based on details shared with lATA and the airline community

that we would appreciate the Authority taking into account in its determination:

For category A capex projects deferredfront SCP to TCP:

• A 1 Terminal 2 - Phase I, we agree with the Authority 's position:

o To waive the adjustment ofl% on de/cry in operationalization a/Terminal 2 - Phase Iti/! 3 I March

2022.

o To exclude the additional NvlC costs estimated by BIALfor Terminal 2/or FY22 as the scope of

work has remained the same. We suggest the same logic should be applied to the SCP true-up

given the projects deferral.

o To levy the reduction (adjustment) of 1% in the project cost 0.[Terminal 2 in case BIAL fails to

commission and capitalize Terminal 2 Phase I by 31 March 2022 under any circumstances.

o We also request a review to identify the incremental capacity BIAL anticipates will be used on an

annual basis, and its underlying assumptions.

• A2 Forecourt, roadways and landside development - Phase 1b costs have risen substantially since

the CP2 determination resulting primarily from the inclusion ofMulti-Mode Transport Hub

(MMTH) in the region oflNR480 crores. A number offundamemal questions remain unanswered

raised in our September 2020 letter regarding BIAL's funding arrangements and obligations

noting:

o Users should not fund or pre-fund capex investments that are commercialized with revenue

generated through services provided by an external party.

o In addition to the MMTH itself the costs associated with changes to the design and scope/or other

infrastructure such as roads etc. should not befunded by airport users.

o Investments should be recovered and split by the actual users ofthe metro that would also include

non-passenger traffic such as airport workers, visitors and non-flying members ofthe public using

the metro as a transport interchange.

o We also seek more clarity regarding the construction of the airport metro station to reassure

ourselves users wi/! not fund or cross-subsidise capital costs .

Until we are able to satisfy ourselves this investment is justified and delivers a return on investment

for users, we object to the capex being included in the TCP.

• A7 - Design, PMC and Pre-Ops costs reduction by INR 480.37 crores - we agree with the

Authority 's position to reduce these costs in line with market benchmarks and to avoid duplication.

For proposed category B projects 'we broadly agree with the Authority's position to defer, reduce or

cancel new capex forthe TCP for the reasons provided. noting a few specific comments asfollows:
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• B3 - TI Optimisation redu ction of 199.51 crores is supp orted in principle reflecting the lack of

clarity regarding essential asset replacement andpot ential cross-over with sustainable capex. The

reduction however seems arbitrary and requires further review and consultation with users. A

review to understand capex that is required in the TCP is requested.

o Asset reliability and regulatory will be addressed via quantitative metrics

o Capacity is optimised through techn ology and digitisation taking users needs and costs into

account

• B5, B6 - l'vIMTH Phase 2 reduction of 129.41 crores. We agree with the Authority '.I' assessment to

exclude the cost f or MAlTH Phase 2 and Airport terminal metro station project fr om the TCP. We

would also need greater clarity about the funding commitment from the metro authority f or the

associated metro infrastru cture within the MMTH as future revenue generated will only benefit the

metro authority. There is no reas on fo r airport users to fund the metro infrastructure within the

M/vITH ifthefuture revenue will not contribute to offsetting the costs ofthe investment made.

• B7 - City Metro Station - we agree with the assessment to exclude this project on the basis it does

not serve airport users. Our position is that the related investments in this infrastructure sho uld

not befunded by airport users. The agr eementlMOU between BIAL and the mil authority II'tlS dune

without an)'prior consultation with airport users (who are expected tofund the developm ent). Any

such commitment for investment should be segregated from the calculation of the RAB.

Furth ermore, th is investment does not generate any aeronautical revenue f or BIAL. Ifthis is to

pr oceed. the inves tment sho uld be fundedfrom the revenue generated by future users ofthe metro.

• B16 and B 17- Landscaping works and Alpha " investm ents are non -essential capex and we agree

with their postponement and review reg arding the needfor investment in af uture control period.

• BI 9 - Design . PMC and Pre-Op 's allowan ces. We agree with the Authority 'S logic based on

RITES assessment as per Table 67.

• B20 - CISF Permanent Housing for the TCP - we certainly agree with the def erral of INR 369.68

crores and would add this project requires a more fundam ental revi ew beyond the scope of the

Authority '.I' comm ents referencing traffic, and cost benefit analysis of the township construction

costs. Per lATA '.1' previous comments to BIAL in our Sept emb er 2020 leiter:

o We seek clarity on the funding aspectsfor this project given a separate charge is collected thr ough

the Aviation Secur ity Fee (ASF) from passengers payable to the Authority, also noting significant

increases over the past 2 years. We also request clarity ifit is BIAL '.I' so le responsibility to provide

housing after the removal ofthe PSF security comp onent andquery the reaso nfor BIAL purchasing

the land to construct the housing.

Regarding category C Sust aining capex we agree with the Authority 's logic to exclude INR 596.92

crore from new sustaining capex works until these costs are properly justified through user

consu ltation.

lATA is also ofthe view that structural enhancements will impr ove capex efficiency and deliver user

requirements in the passengers' interests by introducing some specific proj ect controls. In particular,

we sugges t:

• A change control mechanism is introduced f or I approved f or major proj ects in the design and

development phase where there are significant impacts to costs. scope or programme to assess the

reasonableness of these changes when they can be best influenced. This approach is much

preferred comp ared with the Authority 's retrospective assessment/or tru e-up purposes.
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• A rebate mechanismfor all major projects where outcomes and benefits are not delivered on time,

similar in principle to the Authority's approach for T2 phase I. Such mechanisms have been

successfully introduced at airports such as Heathrow and incentivise the airport to deliver as

expected.

• A mechanism to provide an on-going assessment ofthe reasonableness ofall key decisions made

on key projects and, in undertaking capital projects ensure the capital is being used effectively to

deliver the outcomes determined by the business case. This approach is being actively applied at

various airports and provides assurance for both the airport and stakeholders through an

independent expert to monitor progress and highlight risks and issues.

A key related element is to ensure the agreement ofboth the airport and airlines before key projects

proceed within the control period (i.e. over a certain capital value, of strategic importance. with

complex scope or stakeholder impact) at certain pre-approved project stages or gateways. "

5.3.40 The comments of AOC are given below:

• "Traffic projections although uncertain presents a bleak picture, this again entails that all

unnecessary expenditure must be kept in aheyance until the actual requirement surfaces.

• The present terminal itselfseems to he large enough to accommodate the current operations and

the additton ofa larger terminal. although a state ofthe artfaciltty, will not be actually neededfor

the nearfuture.

• All public works like the multi modal transport hub, roadways, CISF housing and metro must he

financed separately without the burden heing imposed on airline or passenger. ..

5.4 BIAL's response to stakeholder comments regarding regulated asset base and
depreciation for the Third Control Period

5.4.1 SIAL's response to lATA's comments regarding the capital expenditure for the Third Control Period,

fresh capital expenditure and AUCC is as follows:

• "We strongly object to lATA '.I' characterization of BIAL '.I' proposed capex in the 3rd control

period. lATA cannot throw wild allegations such as capital cost inefficiencies. unnecessary project

scope etc.

• It appears that lATA is mixing up the projects approved in the Second control period which are

getting capitalised in the third control period (on account ofdelay due to Covid 19 pandemic) with

the fresh capital expenditure proposed as Group B projects in the third control period. To clarify,

most 0/the capital expenditure being added to asset base in the 3rd control period is on account

of the spill over of capital expenditure relating to approved projects that were supposed to be

completed in the 2nd control period. The completion ofthese projects has been delayed on account

a/the impact ofCovid-19. The AVCCfor the 2nd control period projects have been made way

back in 2015-16. These details are captured in the 2nd control period tariJ.forder. and we request

lATA to please refer the same. After such Avce meetings, AERA had considered these projects

and approved the same in the 2nd control period tariff order. There has been a cost increase in

certain a/these approved projects. The reasons/or the cost increase have also been submitted to

AERA.

• Notwithstanding lATA '.I' comments. BIAL has deferred most 0/ the proposed projects to the 4th

control period. We have been vel)' judicious in the investment in capacity (airs ide, terminal and

landside + support) over the past 15years and would like to remind lATA that, in the past. we have

been criticised/or not providing adequate capacity or level-of-service.
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Fresh Capital Expenditure for 3rd Control period

• BIAL had submitted a cost estimate ofR.I'. 2275 croresfor Group B projects as part o/lvIYTP. 0/
this. AERA had proposed only R.I'. 438 crores to be added to RAB.

• BIAL has already conducted Stage I and 2 A UCC/or the list or projects mentioned under Cro up

Bin CP 10. Hence. IATA 's comments on AUCC process ifany, can only refer to R.I'. 438 crores

worth proj ect proposed to be added and not the total 0/R.I'. 8800 crores investm ent that will be

capitalised in the third control period.

• The details ofCapacity Utilization in 3rd Control period is as given below :

Details Termlnal Total Trtlffic as per Total Traffic as Capacity Capacity
Capacity AERA Consultution per BIAL utilization as per utilization as
(MPA) Paper Consultation per Bl4L

Paper Traffic
FY 22 26.5 2 t.2-1 15.2-1 8()% 58%
Fl'23 32.75* 3-1. 09 3/./6 W-I% 95%
FY 2-1 52.5 39.8 ! 36.55 76% 7()U
FY 25 52.5 -16.36 -12.53 88% 8 ! %
FY 26 52.5 5-1.02 -19.-1/ /()3% 9-1%
Sub total / 95.22 17-1.89

"assum ed T I plus 3 months u/T2 availability

• From the above table. it clear that in 3 out 0/ the 5 years of the Ird control period, BIAL is

oper ating at peak capacity levels ofmore than 80%. Hence, there is a needfor the 2nd terminal in

the current control period.

• We have taken enough care to ensure that Terminal capacity and Airside capacity augmentation

are not planned, and these costs relate to other lrfrastructure proposed to be created such as

Cargo. Metro, and certain additional roads.

Comment Oil A vce - Lack ofeffort to engage with Airline community

• lATA had been invited to the AUCC (Stage I and Stage Ilfor the Group B Projects (26th August

2020) and they had also attended this meeting. Pursuant to this meeting, lATA had sent a letter to

BIAL dated 14th Sep 2020 seeking certain clarifications on the proposed projects.

• BIAL had looked into the contents of the said letter and then circulated the MOM anti the

presentation made by BIAL in the AUCC meeting with all stakeholders.

• The presentati on had detailed in/ormation on each ofthe projects - needfor the project, the natur e

ofwork being proposed, associated benefits to the stakeholders.

• The list of recipients of MOM and the A UCC presentation were Airlines, MoCA, Govt of

Karnataka, AERA and other stakeholders, totalling to more than 200 in number and this includes

lATA also.

• Hence, to say that there has been no effort from BIAL to engage with airline community. that too

10 months after the M~M was circulated is surprising.

• Authority has rationalised the capital expen diture in Croup B projects in CP 10 vis a vis (vIYTP

submissions. In parallel, BIAL has also re-looked at the MYTP submissions made in July 2020 and

reduced the capital expenditure requirements to be in line with what is proposed in CPI0 except

that BIAL has added the 2 metro sta tions and the canopy ofthe Terminal metro station to the list

ofprojects proposed in CPIO.
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• The needfor this addition is because the Metro scheme to airport is going to be operationalised in

June 2025 and the sallie has been confirmed through the statement made by the ChiefSecretary,

Government ofKarnataka. who also happens to be the Chairman ofBIAL Board, in the stakeholder

meeting held on 9th July 2021 . The 2 metro stations will be a part of RAB of BIAL and will be

implemented by BIAL alone.

• Further AERA has confirmed to BMRCL that the cost of metro stations, when the same is

commissioned and capitalised will be part ofthe addition to RAB

• Direction 5 defines the Consultation Protocolfor projects and the stages ofconsultation. BIAL has

accordingly complied with the requirement of Avce consultation process. For essential

Infrastructure such as Metro connectivity to the Airport. cost benefit analysis or return on

Investment are not measured numerically but are qualitatively addressed.

• Detailed analysis ofneed identification. Option development analysis are shared as part the Avce
process. BIAL, as a policy. adopts competitive bidding basis for project implementation. "

5.4.2 BIAl's response to lATA's comment regarding the design. PMC and pre-operative expenses was

similar to the BIAl's comments and BIAl has requested the Authority to review and consider the

same.

5.4.3 OIAl'!, iespuusc to IATA's comment on the MMTH is give below:

• "No Pre-funding principle is applicable to BIAL. We do not understand what lATA is trying to ask.

• Metro stations are to be constructed by BIAL and will be a part ofits RAB. This Terminal Metro

station is intendedfor departing and arrival passengers who are using the airport terminals. BIAL

is not authorised to construct and run metro services. Hence, it is required to build the Metro

stations located within the airport boundary. The ticket revenues from running the metro scheme

accrue to BMRCL which is the agency responsible/or implementing and running the metro line.

Non-aeronautical revenues that accrue from the commercial activities at the Metro stations are

subsidised towards the Aeronautical charges as pel' applicable principles.

• On the observation that "In addition to the MMTH itself, the costs asso ciated with changes to the

design and scope/or other infrastructure such as roads etc. should not befunded by airport users..

we find this bereft of logic. Airport operator is required to create adequate infrastructure for

passenger convenience. The reasons for increase in landside requirements have been captured in

our earlier replies and response to CP 10.

• lATA has slated that "Investments should be recovered and split by the actual users ofthe metro

that would also include non-passenger traffic such as airport workers. visitors and non-flying

members 0/the public using the metro as a transport interchange. ". Metro assets are I00% aero

in nature.

• lATA has noted that "We also seek more clarity regarding the construction of the airport metro

station to reassure ourselves users will not fund or cross-subsidise capital costs. " Adequate clarity

has been provided in the above sections and as part ofthe Avce meetings. "

5.4.4 BIAl's response to the lATA 's comments regarding the metro rail project ofBIAl was similar to the

BIAl's stakeholder comments with following additional points:

• "As per AERA Act , Airport users means any person availing ofpassenger or cargofacilities at the

airport. Hence. lATA cannot state that Cargo, Ground Handling and Fuel Farm are Aeronautical

services while the personnel performing these functions are not related to the Aeronautical activity

ofthe Airport.
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• The users ofthis KIA West station are personnel attached /0 aeronautical service providers like

Cargo Terminal operators. Ground handling agencies and Fuel Farm, besides "reserved

activities" like CISF. lATA cannot deny that such facilities provided /0 aeronautical service

providers will no/form a par/ r?lRAB. To say that will negate the velY definition 0/aeronautical

services as defined in AERA Act.

• In case qlKIA West Station no/ being constructed, the alternate choice ofboarding/ alightlngfrom

the Terminal metro station will only increase the traffic movement in and around the terminal

forecourt area and this will create congestion on landside roads due /0 provision ofshuttle service

to commute from terminal metro station to areas located on the west and vice versa. This will only

result in additional costs (both on capex and opexfronts). "

5.4.5 SIAL's response to the IATA's comments on the sustaining capex, CISF quarters and capital efficiency
measures is as follows:

• "lATA has proposed changes to the A vce protocols, which is no/ part ofspecific proposals in the

Consul/at ion Paper. BIAL desires broad based consultation with all stakeholders on these

suggestions.

• On other comments relating to rationalising Capital Expenditure. Sustaining Capital Expenditure.

Design 1 PMC costs etc as commented by lATA, BIAL has submitted its detailed response in

addition to a revised project list. together with detailedjustification and reasoning. We request the

Authority /0 review the same and approve. "

5.4.6 BlAL's response to FJA's comments regarding the capital expenditure and depreciation for the Third
Control Period is as follows:

• "BIAL has , as de/ailed in its response /0 Consultation Paper, provided individual reasoning and

justification for various projects.

• BIAL has also. as explained, rationalized the Capital Expenditure before ,'vIYTPsubmission, during

the MYTP review process and also after the issue of CP submitted revised Capital Expenditure

estimates.

• BIAL has also submitted its response on carrying out Stage III Consultation process which will be

done once the MYTO is issued.

• AERA had, as per the Consul/a/ion Paper issued on Useful lives ofAssets CP 0912017-18, in

proposal I (f) noted that

" If As the residual value 0/mas/ of/he Airport Specific Asset is often insignificant, it is proposed

/0 allow 100 % depreciation on the Asset over the useful life of/he Asset. '.'

• Hence, BIAL has accordingly depreciated the asset upto 100% 0/the value ofasset.

• Order 35 also carried a note on the useful lives ofbuildings as follows:
... - - . .- --_. ._- .. . .. - ............. - .. .......... -
Terminal Building (including VIP
Terminal, Bus Terminal, Haj Either 30years or 60years as evaluated bythe

:l Terminal) . :10/60 :l.'l:l/I.67 Airuort Operator

• Accordingly, in BIAL '.I' estimation, the useful life was considered to he 30 years and the same has

been applied consistently and considered by the Authority. "

5.4.7 SIAL concurred with the Govt of Karnataka and Addl. Chief Secretary's views that a realistic.
consistent, and fair approach should be adopted in determination of tariff which should provide for
adequate cash flows needed to complete the projects, meet the debt servicing obligations and the
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operational needs of the airport. SIAL concurred with the Govt. ofKarnataka and Addl. ChiefSecretary
on the need for the Metro related expenditure and the eastern connectivity tunnel.

5.4.8 SIAL concurred with the shareholders, airport operators and APAO and requested the Authority to
consider their well-reasoned comments.

5.4.9 SIAL's response to AOC's comment on the capital expenditure is given below:

• "Terminal 2 is being developed, based on trafficforecasts, that saw growth rates 0/20% year-on

year/or three years in the second control period and based on service level requests by the airlines

and other stakeholders. T2 design had also been presented as a part a/A UCC process.

• Pursuant to issue (?/CP 10, BIAL has relooked at the capital expenditure and has submitted the

bare minimum capital expenditure of Rs 860.31 crores as detailed in Para I. Hence, BIAL has

already done 3 rounds of capital expenditure optimization and de/erred most 0/ the capital

expenditure 10 the 41h control period. Other than the delayed projects of Znd CP and the revised

capital expenditure submitted/or Group B projects (which has been kepi at bare minimum) and

the sustaining capex, BIAL has not proposed any additional capexfor this control period.

• The del ails ofTerminal Capacity Utilization in 3rd Control period were below by BIAL similar to

its response 10 lATA comments.

• From the above table. it clearly evident that 111 3 out ofthe b years oj the Jrd control period. BIAL

is operating at peak capacity levels ofmore than 80 %. Hence. there is a needfor the 2nd terminal

in the current control period.

• Based all discussions with the Bengaluru Metro Rail Corporation Limited (BMRCL), airport metro

connectivity was fell necessary. Hence the forecourt and land side facilities at BIAL had 10 cater

to this new requirement. The conceptfurther evolved into a Multi-Modal Transport Hub (MA'fTHJ,

which could accommodate private vehicles, taxis, city buses and the metro rail. MMTH is not a

public works but is an integratedfacility offered by BIAL with thefocus to be a passenger-oriented

and a focused transit node for the city. Connections between the terminals and the transportation

hub are a key component ofthe passenger experience and overall airport vision.

• Security is one ofthe important functions in the airport and is handled by CISF and this service

falls under the "reserved activities" as defined in the Concession Agreement. CISF has repeatedly

approached BIAL to provide a permanent CISF Township and hence BIAL proposed to develop a

housingfacility near the airport so that the operational and emergency needs can be met. However,

CISF Housing project has been deferred by A uthority in the Consultation paper and BIAL requests

the Authority 10 provide suitable guidance on matters relating to such CISF related Capital

Expenditure 10 all Airport Operators.

• All roadways inside the airport are 10 be developed by the airport operator as per the Concession

Agreement and hence BIAL is responsible/or the development 0/all roadways within the airport

boundary. Roads constructed within the airport premises arefor the sole purpose ofconnectivity

./01'the arriving and departing passengers and hence is considered as part ofthe capex plan.

• BIAL has considered costs pertaining 10 Terminal Metro Station & its canopy and the KIA West

Station in our revised capital expenditure tablefor Group B projects. BIAL has executed a binding

""IOU with BMRCL in regard to Metro scheme. As per the said MOU, BIAL is responsible for

construction of the 2 metro slat ions . Govt of Karnataka has set a deadline 0/ June 2025 for

commencement ofAirport metro line and BIAL also has to adhere to this timeline. The metro line

is dedicated to the airport and terminates at the Terminal station and hence the Metro is ofutmost

2471 r a g e



Order No. 11/2021-22 for the Third Control Period KIA. Bengaluru

importance jar connectivity ofpassengers to the Airport . Further, AERA has already approved

funding of Metro Stations' related capital expenditure in Delhi and Mumbai (even though the

Metro lines in these cities are not dedicated for the airport) unlike the case of BIAL where the

metro station terminates in Terminal 2.

• As detailed above. MMTH, Roadways and the Metro stations are for the exclusive use of the

Airport. particularly to the passengers arriving and departingfrom the airport. The road network

within the Airport premises is dedicatedforthe Airport and is not a public purpose road. MMTH

and Metro have been conceived and developed with the sole purpose a/reducing the cost and time

ofthe commute ofthe passengers from the city to the airport .

• Therefore. these costs are Aeronautical in nature, aforesaid assets are owned by BIAL and are to

he added to the RAB. ..

5.5 Authority's examination after reviewing stakeholder comments on regulated asset base
and depreciation for the Third Control Period

5.5.1 The Authority has examined the comments of IATA, FIA and AOC and the response to their comments
by SIAL regarding the review of the capex so that only essential capex is undertaken. In the

Consultation Paper no. 10/2020-21, the Authority has already rationalized the capital expenditure of
SIAL and deferred non-essential capital expenditure.

5.5.2 The Authority has noted FIA's comment on the independent study on asset allocation for the Third
Control Period. The Authority will take the decision on the need for the asset allocation study at the
time of the true-up of the Third Control Period.

5.5.3 The Authority has noted lATA's comments on the issues highlighted by it after Avee meeting
conducted on 26 August 2020 and also its comment on the MMTH project. The Authority has noted
that SIAL's response to lATA's comments is adequate.

5.5.4 The Authority also noted the comments from Infrastructure Development Department (GoK) and
APAO stating that the Authority should ensure consistency in its approach and its guidelines and
accordingly based on the past tariff orders, apply the approach for Financing AIlowance, Depreciation
and Pre-operative expenses. The Authority has presented its view on these subjects in the sections
below.

Projects deferred by RIAL in the first and second control period

5.5.5 The Authority has noted BT AL's comments on the deferral of projects. The Authority has corrected the
comparison of actual capital expenditure with the approved capital expenditure of the first control
period. The Authority has also noted the explanation given by SIAl.': for deferment of projects on

account of COVID-19, changes in project requirement for construction of substation and sudden
increase in passenger traffic in the first control period. However, the Authority notes that it remains a

fact that users have paid additional tariffs for BTAL's deferred capital expenditure in the said control
period. It is also a fact that even after the traffic plunged in FY21, SIAL has garnered an over-recovery
for the second control period (FY 17 to FY21). The intent of the Authority from including these
comparisons of capital expenditure is to ensure that realistic capital expenditure is forecasted so that

users are levied fair and reasonable tariffs. The Authority has also noted that SIAL has revised its
capital expenditure for Group S projects from INR 2,275 cr. in July 2020 (post-COVID) to INR 1,995
cr. in Feb, 2021 to INR 860 cr. in July 2021 . The Authority appreciates SIAL's etT011s to rationalize
the capital expenditure however such large changes within a span of one year does not instill the
confidence in the Authority on the projections of SIAL. In conclusion, the Authority expects SIAL to

submit realistic and reasonable capital expenditure forecast for the future control periods.
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Readjustment of 1% in case of delay in capitalization of projects as per the tariff order

5.5.6 The Authority has examined the comments of BIAL, GoK, IDD, Siemens and FIA on the 1%
readjustment in case of delay in implementation of the project. The Authority understands that BIAL
has done due diligence while proposing the capitalization plan on which tariffs are determined for
users. Thus, the contention ofBIAL to not adjust 1%of the project cost does not make any justification.
Accordingly, the Authority decides to reduce 1% of the project cost from ARR/Target Revenue as re
adjustment in case any particular project is not capitalized as per approval in the tariff order. It is further
clarified that in case there is a delay in completion of the project beyond the tirneline given in the tariff
order, due to any reason beyond the control of BIAL or its contracting agency and is properly justified,
the same would be considered by the Authority while truing up the actual cost at the time of
determination of tariff for the 4th control period. Further, this decision is applicable to all the projects
forecasted to be capitalized in the third control period given in this tariff order. Hon'ble TDSAT in its
judgement dated 16 December 2020 has also upheld the Authority's decision in this regard.

5.5.7 The Authority has examined the comment of APAO regarding reconsideration of the penalty proposed
for capital programs for the Third Control Period. The Authority as part of its analysis in the
Consultation Paper no. 10/2021-22 had detailed reasons for the 1% re-adjustment and accordingly sees
no reason to revise the same.

A. Capital expenditure projects deferred from Second Control Period to Third Control Periud

AI - Terminal 2 - Phase 1 - Delay in commissioning

5.5.8 The Authority has noted BIAL's submission to postpone the commissioning date of Terminal 2 to
December 2022 and accordingly, the Authority has made changes to the capitalization of the Terminal
2.

Additional PMC cost on account of delay in Terminal 2

5.5.9 The Authority has examined the submission of BIAL to allow the additional PMC cost on account of
delay in the Terminal 2 capitalization . BIAL has submitted that the increase in the PMC cost is on
account of the increase in the man-months of the PMC consultant and not related to scope. The
Authority is of the view that in case the work at the project site has been disrupted by the COYID-19
pandemic, then BlAL should have incurred only the staff cost of the PMC consultant which is required
for the limited ongoing work undertaken during this time and not for the entire or unnecessary staff of
the PMC consultant. The delay in execution of Terminal 2 is not on account of the airport users and
hence the users should not be loaded with additional costs. Further, the Authority noted that it is a
general practice to consider the PMC cost as a percentage of the total capital expenditu reon the project.
Therefore, the Authority does not consider it correct to link the PMC cost with the project duration.
Hence, the Authority is of the view that the increase in the PMC cost as submitted by BIAL lacks
sufficient justification and rationale and therefore, the increase in PMC cost for Terminal 2 is
considered by the Authority as inefficient. Accordingly, the Authority decides to disallow increase in
PMC cost of Terminal 2 incurred after 31 March 2021.

A2 - Forecourt, roadways & landside development - Phase 1b - Cost overruns

5.5.10 The Authority has noted in response to the Authority's query, BIAL has submitted on 7 August 2021
to postpone the commissioning of forecourt, roadways & landside development from FY22 to FY23
and accordingly, the Authority has made changes to the capitalization of the same.

Bifurcation of MMTH into aeronautical and non - aeronautical

5.5.11 The Authority has noted BIAL's comment 011 the bifurcation of the MMTH into aeronautical and non
aeronautical components. The Authority noted that BIAL has proposed pick-up and drop off kerb,
landscape in the car park area, medians and walkways, public toilets, MEPF zones, staircase, lift,
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escalator, utilities, lifts and staircase public lobby in the car park area as aeronautical area. However,
the Authority has observed that in case BIAL had constructed only the Multi-Level Car Park, the entire
MLCP would have been considered as non-aeronautical which would have included the pick-up and
drop off kerb, landscape in the car park area, medians and walkways, public toilets, MEPF zones,
staircase, lift, escalator, utilities, lifts and staircase public lobby. The Authority is of the view that these
areas, demarcated on the parking floor of the MMTH, have to be given the same treatment as would
have been given to an MLCP and therefore, these are considered as non-aeronautical area by the
Authority.

5.5.12 BIAL has proposed that the Terminal 2 metro connection zone on Level 0 of the MMTH as aeronautical
area. The Authority notes that airport metro line will not be operational till FY26 and therefore, such
area, based on the expected usage in the Third Control Period needs to be considered as non
aeronautical area as it lies on the floor used for car parking.

5.5.13 The Authority noted that BIAL has proposed to consider the MMTH facility as a common asset which
has both aeronautical and non-aeronautical component. The Authority has further noted that BIAL has
proposed to use the Level I for landscape and circulation and considered the area as aeronautical.
However, since the MMTH is a common asset, the Level I area can also be considered as common
area since it Is not used specifically used for aeronautical or non-aeronautical purposes. However, the
Authority in the Consultation Paper has proposed to consider it as aeronautical area since the usage of
the proposed MMTH cannot be ascertained at this stage.

5.5.14 Based on the above, the Authority decides to consider the bifurcation ratio (68% as non-aero and 32%
as aero) as proposed in Table 78 for the allocation of the MMTH into aeronautical and non-aeronautical
components and decides to review the bifurcation ratio based on the examination of the actual usage
of the MMTH facility during true-up of the Third Control Period.

Metro enabling works and Baggage sorting area

5.5.15 The Authority has noted BIAL, Government of Karnataka and \DD (GoK) comment on inclusion of
the metro enabling works and baggage sorting area in the RAB. The Authority noted that these works
are undertaken by BIAL in FY22 which will be put to use once the metro line will cornrn ission. The
Authority has followed the principle that the passengers cannot be charged for the facility which is not
available for their usage and the projects cannot be pre-funded by the passengers. Further, the Authority
noted that Hon'ble TDSAT judgement dated 16 December 2020 had adjudged regarding the eastern
connectivity tunnel that only completed projects which are put to use should be capitalized. Therefore,
the Authority decides to capitalize the metro enabling works and baggage sorting area in the year of
metro commissioning. The Authority clarifies that since the metro commissioning is not proposed by
the Authority in the third control period, the metro enabling works and baggage sorting area have not
been added to the RAB of the third control period.

AS - T2 Apron - Phase 2 - Cost overruns

Rainwater Harvesting (RWH) Ponds

5.5.16 The Authority has examined SIAL's comment on the allocation ratio for the rainwater harvesting
(RWH) ponds. The Authority notes that the water supplied by the rainwater harvesting ponds will be
mostly used to serve the terminal building and the services attached to it. Since, the terminal building
is used to provide both aeronautical and non-aeronautical facilities at the airport, hence, it is justified
to bifurcate the RWH ponds into aeronautical and non-aeronautical based on the average terminal area
ratio.

Closure of Eastern Connectivity Tunnel (ECT)
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5.5.17 The Authority noted BIAL's comment to justify the increase in the T2 Apron cost on account ofclosure

of the ECT and the consequential increased transportation cost. The Authority noted from BIAL's
response that the material was transported from December, 2019 till September 2020 even during the
COVID-19 pandemic induced lockdown post March, 2020. However, the Authority is of the view that

it is the responsibility of the airport operator to obtain the necessary approvals in a timebound manner
as per the requirement of the project. Therefore, the Authority noted that it is unfair to penalize the
passengers with the increased cost on account of the delay in receiving necessary approvals from

BCAS. Therefore, the Authority decides to exclude the estimated additional cost ofT2 Apron Phase 2
from RAB due to the delay in the commissioning of the ECT.

A7 - Design, PMC and Pre-ops cost - Cost overruns

Design, PMC Cost and Financing Allowance

5.5.18 The Authority has noted BIAL's request to consider the design and PMC cost as per its justification
provided in the true-up of the second control period. The Authority in the true-up of the Second Control
Period had decided to allow design and PMC cost as 5% of the project cost basel! UII the independent

consultant's study . In line with the decision for the true-up of the Second Control Period, the Authority
decides to consider the Design and PMC cost as 5% of the project cost for the Third Control Period.

5.5.19 On the financing allowance, the Authority noted that the financing allowance is a notional amount
arising from the return uf cost of debt given to the equity investment in the capital work in progress
assets. The Authority is of the view that the equity invested in work in progress assets cannot be treated
as a debt instrument with an assured return ofcost of debt. The Authority noted that such assured return
on equity investments on the work in progress assets are not available to the developers of other
infrastructure. It is expected that the future returns from the project should generate adequate returns
to cover the cost of the equity during the construction stage. Therefore, the Authority adequately
compensates the risks associated with the equity investments in a construction project once the project
is capitalized by means ofa reasonable cost of equity.

5.5.20 The Authority considers that giving an assured return on the equity investment even on the work in
progress assets would result in reducing the risks associated with equity investment in capital projects
which then needs to be accounted while determining the cost of equity. Therefore, the Authority is of
the opinion that the return on equity that is entitled to the airport operator would remain the same

whether the Authority allows or disallows financing allowance.

5.5.21 Further, the Authority notes that in case of greenfield developments, the airport operator would have
to wait for a considerable length of time before getting return on the large capital outlay incurred by it
as these projects take longer durations to commission and operationalise. It was with this consideration
that the Authority had earlier provided Financing Allowance in initial stages to such airports. The
Authority notes that BIAL can now be considered as brownfield airport as the operations have matured
over the last decade. Since the operations are now stable, this has reduced the construction and traffic
risk for the new construction at the airport. Further, it may be noted that Financing Allowance has never
been provided in the case of other airports such as DIAL, MIAL and KIAL. Moreover, it is also noted
that BIAL's equity investment for the new construction projects is largely through internal accruals

instead of direct equity infusion by its shareholders . Thus, the Authority is of the view that the locked
up equity in the capital work in progress assets henceforth cannot be given the assured return of cost
ofdebt. Based on the above, the Authority decides to disallow the Financing Allowance (FA) for BIAL
on the assets which will be capitalized from Third Control Period onwards.

5.5.22 The Authority's response in the above para addresses the concerns put forward by FIH and Siemens
relating to Financing Allowance .
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5.5.23 Based on the Authority's decision to allow the pre-operative cost of BIAL's project monitoring division
in the true-up of the SOP in para 3.3.71, the Authority decides to allow the pre-operative on the capital
expenditure projects deferred from the Second Control Period to the Third Control Period subject to
the total cap oflNR 156 cr.. The Authority noted that BIAL has capitalized INR 93.61 cr. in SCP and
therefore, decides to allow the remaining INR 62.39 cr. in TCP. The Authority based on its decision in
the Second Control Period Order decides to true-up the pre-operative expenses for the capital
expenditure projects deferred from the Second Control Period to the Third Control Period after the
projects are commissioned based on the review of the actual cost incurred and its reasonableness.

5.5.24 The Authority has examined BIAL's submission to consider the ORAT expenses as part of the capital
expenditure instead of operational expenditure so that it is consistent with the Authority's approach for
DIAL. The Authority noted that if the ORAT expenses are taken as part of the capital expenditure then
the ORAT costs will spread out over a longer period which will lead to lower tariffs. Accordingly, the
Authority decides to consider the ORAT expenses as part of the capital expenditure and include it as
part of the RAB.

Capital expenditure projects decided by the Authority for Group A (Projects deferred from Second Control
Period to Third Control Period)

5.5.25 Based on the above examination, the Authority decides the capital expenditure of projects deferred
from SCP to TCP as per the following table:

Table 94: Capital expenditure projects deferred from Second Control Period to Third Control Period
as decided by the Authority

Proposed Revised
capex as per proposed Approved

Referen
Project DIAL's capex as cape" as

Difference
/ No. Particulars MYTP per per

(4 = 3-2)ce
Group submission DIAL for Authority

forTCP TCP (3)
(I) (2)

Capex
projects

A
deferre

AI Terminal 2 - Phase I 3565.67 3.565.67 3565.67 0.00
d from
SCPto
TCP

Forecourt, roadways &
A2 landsidedevelopment - Phase 1,786.40 1.786.40 1.703.96 -82.44'

\11

A3
Aircraft Maintenance &

41.16 41.16 41.16 0.00
Airport Maintenance Facilities

A4 Utilities 104.22 104.22 55.55 -48.67 '

A5 T2 - Apron Phase 2 0.00 427.73 407.23 -20.50
South Parallel Runway - Phase

A6 2 including site preparation and 0.00 383.7\ 194.34 -189.37'
earthworks

A7 Design. PMCand Pre-ops cost 710.16 830.57 446.09 -384.48

A
Cape" projects deferred from

6,207,60 7,139.45 6,413.99 -725.46
SCP to TCP (sub-total)

IDC' 814.39 904.80 1.044.83 140.03"
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Proposed Revised
capex as per proposed Approved

Referen
Project BIAL's capex as capex as

Difference
I No. Particulars MYTP per per

(4 =3-2)ce
Group submission BIAL for Authority

forTCP TCP (3)

(I) (2)

Total
(includi

7,021.99 8,044.25 7,458.57 -585.43
ng

IDC)
• reduction III the capex for these projects on account 01 part capitalization of'thcse projects In I·Y21 ISCI')
IIincrease in the IDC on account ofthe postponement of'capitalizauon of Terminal 2 Phase 1and Forccourt, roadways & landside development- Phase
Ib from FY22 to FY23
, I3IAl has computed Fi\ on its capital expenditure

8. Capital expenditure projects for the Third Control Period

83 - T1 Optimization

5.5.26 The Authority has noted BIAL's submission to undertake the TI optimization project in a staggered
manner based on the traffic demand and the requirement of additional terminal capacity. Accordingly,
the Authority decides to consider INR 50 cr. (excl, design, PMC, contingency and IDC cost) for the Tl
optimization project in the Third Control Period. The Authority decides to true-up the actual TI
optimization project cost during the next control period based on the evaluation of its reasonableness
subject to a maximum limit of INR 100 cr.

85 - MMTH - Phase 2 and Airport terminal metro station

5.5.27 The Authority noted BIAL, Government of Karnataka and IDD (GoK) comment to capitalize the
airport metro station in FY26. The Authority has noted the assurances provided by the BIAL, GoK and
IDD (GoK) to commence the airport metro line in June, 2025. However, the Authority has noted that
such large scale projects in India are delayed due to bottlenecks faced at the time of execution which
cannot be ascertained now. Therefore, the Authority decides to include it in the RAB if it is completed
by FY26 while undertaking true-up in the next control period.

87 - City Metro Station

5.5.28 The Authority noted BlAL's comment for consideration of the City Side Metro Station (KIA West
Metro Station) in the RAB. The Authority is of the view that the city side metro station is constructed
by BIAL for its employees and the users of commercial services and does not serve the airport
passengers . Hence, the airport operator cannot charge the passengers/airlines for the facility which is
not used by them. Therefore , the Authority decides to exclude the capital expenditure ofcity side metro
station from the RAB ofBIAL.

89 - CISF barrack expansion and Access Road

5.5.29 The Authority has examined the comments of BIAL on the four-lane access road to CISF barrack. The
Authority noted that BIAL has given the bifurcation of cost into CISF barrack expansion and the four
lane access road as part of its stakeholder response. BIAL has requested the Authority to consider the
cost reduction of 50% only on the access road component instead of the entire project cost.
Accordingly, the Authority decides to consider a reduced cost of INR 39.16 cr. (excluding design,
PMC, contingency and IDC) for the CISF barrack expansion (INR 31.02 cr.) and access road (INR
8.14 cr.) project in the Third Control Period.
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BI2 and B13 - New cargo domestic terminal including Cool Port and Refurbishment of existing cargo
terminals

5.5.30 The Authority examined the justification for cargo terminal capital expenditure submitted by BIAL
and accordingly decides to allow the cargo terminal capital expenditure in the RAB of BIAL. However,
the Authority expects BIAL to generate higher aeronautical cargo revenues from this facility once
completed. The Authority would examine this issue in the next control period.

BI6 and BI7 - Landscape works and Alpha 4 project

5.5.31 The Authority noted that BIAL has agreed with the Authority's proposal in the Consultation Paper no.
10/2021-22 to defer the landscape works and Alpha 4.

B20 - CISF Permanent Housing - Phase I

5.5.32 The Authority has noted BIAL's comments on the criticality of the CISF quarters and its concurrence
with the proposal of Authority to exclude it from the Third Control Period. The Authority has decided
to exclude the CJSF quarters from the capital expenditure in the Third Control Period and the airport
operator should carry out cost-benefit analysis and examine the governmentl BCAS directive before
taking up any security related projects.

5.5.33 The Authority has noted lATA's comment on the funding mechanism for the CISF related capital
expenditure. The Authority is of the view that funding mechanism for such security related projects
should be as per government directives on the Aviation Security Fee.

Other observations of the Authority for Capital expenditure in Group B

Stakeholder Consultation Process

5.5.34 The Authority has examined lATA's comment on the structural enhancements to improve capex
efficiency and the response given by BIAL. The Authority had issued the AUCC consultation process
in its guidelines to ensure the capex efficiency and expects the airport operator to comply with these
guidelines .

Inflation Rate

5.5.35 The Authority noted BIAL' s request to consider the revised inflation rate of4 .9% to project the capital
expenditure for the third control period. The Authority has revised the capital expenditure based on the
inflation rate considered by the Authority in the Chapter I I.

Pre-operative expenses

5.5.36 The Authority examined BIAL's submission to consider 2% of the total project cost as pre-operative
expenses for the Group B projects. In line with Authority's decision for the true-up of the second
control period to consider the pre-operative expenses, the Authority decides to consider the pre
operative expenses as 2% of the total project cost of Group B projects for the Third Control Period.
However, this is subject to true-up on review of the total pre-operative expenses and its apportionment

over all the eligible work.
IDC Computations

5.5.37 The Authority has examined BIAL's request to review the IDC computations for the Group B projects.
The Authority noted that the revenues of BIAL in the Consultation Paper no. 10/2021-22 have been
revised in the tariff order based on the finalized tariff card of the third control period. Accordingly, the
Authority has revised the funding estimates for the Third Control Period.

Capital expenditure projects decided by the Authority for Group B (Fresh capital expenditure proposed in the
Third Control Period)
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5.5.38 Based on the above examination, the Authority decides the capital expenditure of projects for the Third

Contro l Period other than susta ining capex and deferred projects of Second Control Period as given in

the table below:

Table 95: Fresh capital exp enditure decided by the Authority for. the Third Control Period

Proposed Revised
Approv

capex as propose
ed capex

Refere Project/
per RIAL's d capex

as per Difference
Group

No. Particu la rs MYTP as per
Authori (4 = 3-2)nce

submission RIAL
for TCP forTCP

ty

( I) (2)
(3)

Capex

H
projects

HI Airside Security wall 3.88 3.96 3.96 0.00
for the
TCP

B2 Airside perimeter Road 18.21 18.58 18.58 0.00

133 TIOptimization 249.51 50.00 50.00 0.00
-

Cycle Track along SAR /
134 SWR / NCR plus ducking 12.89 0.00 0.00 0.00

stations

135 MMTH - Phase 2 268.59 80.91 0.00 -80.91

136
Airport Terminal Metro

156.82 165.30 0.00 -165.30
Station

137 City Side Metro Station 97.60 103.07 0.00 -103.07

B8
North west road

41.13 43.43 43.43 0.00
expansion

139
CISF Barrack Expansion

44.79 39.16 39.16 0.00
and Access Road

13 10
BIAL Campus Parking

69.65 0.00 0.00 0.00
and Canteen

13 11
Animal Quarantine

3.65 3.85 3.85 0.00
facility

New cargo domestic
13 12 terminal including Cool 101.88 104.37 104.37 0.00

Port

13 13
Refurbi shment of existing

118.76 121.47 121.47 0.00
cargo terminals

131 4
Refurbishment of catering

25.8 \ 26.36 26.36 0.00
buildings

13 15 Water Treatment Plant 6.80 6.95 6.95 0.00

131 6 Landscape Works 69.39 0.00 0.00 0.00

13 17 Alpha 4 204.37 0.00 0.00 0.00

131 8
l.andside Maintenance

12.48 13.1 8 13 .18 0.00
Building

13 19
Design. PMC. Pre-cps

399.15 79.70 44.04 -35.66
cost and Contingency

1320
CISF Permanent Housing

369.68 0.00 0.00 0.00
- Phase I

. ~
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Proposed Revised
capex as propose

Approv
ed capex

Refere Project/
per BlAL's d capex

as per Difference
No. Particulars MYTP as per

nee Group
submission BIAL

Authori (4 =3-2)

forTCP forTCP
ty

(I) (2)
(3)

B
Capex projects for the

2,275.04 860.31 475.37 -384.94
TCP

IDe 166.49 156.42 20.32 -136.10

Total
(includi 2,441.53 1,016.73 495.69 -521.04
ng IDC)

C. Sustaining Capital Expenditure for the Third Control Period

5.5.39 The Authority has examined SIAL's request to consider the sustaining capex as per S[AL 's submission
due to increase in the airport facilities in the Third Control Period. The Authority notes that the
projected traffic at the airport will be significantly lower than the capacity of the airport in the initial
years of the third control period. In these challenging circumstances for the aviation industry, the
Authority expects SIAL to postpone all unnecessary sustaining capital expenditure to future control
period.

5.5.40 On SIAL's comment that the Authority has not listed the approved cost line items of sustaining capex,
the Authority would point out to S[AL that it has given the list of sustaining capital expenditure line
items in the Annexure 7 of Consultation Paper no. 10/2021-22.

Flexibility to incur sustaining capital expenditure

5.5.41 The Authority has examined S[AL's request to provide flexibility to incur the sustaining capital
expenditure costs in the Third Control Period. The list given by the Authority comprises of all the
projects submitted by S[AL and therefore, S[AL has the flexibility and choice to undertake the
necessary projects within the approved sustaining capital expenditure for the Third Control Period.
The Authority noted that the sustaining capital expenditure of more than [NR 900 cr. is approved in
the Third Control Period which is more than the total cost of Group S projects. The Authority is of the
view that the airport operator should be accountable for the all the capital expenditure including the
proposed sustaining capital expenditure. In case such accountability is not maintained, then the airport
operators will become inclined to break-up projects into small amounts to escape the scrutiny of the
Authority. Further, on SIAL's comment that the sustaining capital expenditure is subject to change
based on the dynamic business environment, the Authority notes that this uncertainty is applicable to
all the building blocks and therefore, the Authority does not consider it as a valid argument. However,
the Authority would clarify that S[AL can undertake capital expenditure if it is essentially required for
the operations, safety and security of the airport other than those listed in Annexure 7 of Consultation
Paper no. 10/2021-22 subject to its reasonableness and proper justification.

Unspent sustaining capex of FY21"

5.5.42 The Authority has noted S[AL's comment on the unspent amount of sustaining capex of FY21. The
Authority had proposed the sustaining capex for the Third Control Period based on the average of the
last 5 years. Therefore, the Authority has not considered the unspent amount of the sustaining capex of
FY21 to be carried forward to FY22 as it is expected to form part of the total approved sustaining capex
for the Third Control Period.

Inflation indexation to Sustaining Capex
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5.5.43 Based on BIAL's request to consider intlation indexation to the sustaining capex for the Third Control
Period, the Authority has revised the sustaining capex with the intlation adjustment for the Third
Control Period.

Capital expenditure decided by the Authority for Group C (Sustaining Capital expenditure)

5.5.44 The Authority has recomputed the average sustaining capex for the second control period after revising
the sustaining capital expenditure for FY21 based on the actual sustaining capex of FY21 . Below table
provides the details of the actual sustaining capex for the Second Control Period:

Table 96: Sustaining capital expenditure of the Second Control Period

Particulars (INR cr.) I 2017 I
Sustaining Capex I 225.70 I

2018 I
132.11 I

2019 I
159.51 I

2020 I
183.41 I

2021

102.38

I Total I Average

I 803.11 I 160.62

5.5.45 Based on the above examination, the Authority decides the sustaining capital expenditure of INR
160.62 cr. per year with intlation indexation tor the Third Control Period tor BIAL as given in the table
below:

Table 97: Sustaining capital expenditure decided by the Authority for the Third Control Period

Proposed capax as Revised proposed
Approved ca pex as

Refere Project! per RIAL's MYTP capex as pel' RIAL
per Authority

Difference

nce Group submiss ion for TCP forTCP
(3)

(4 = 3-2)

(I) (2)

Sustaining

C Capex for 1.344.59 1.584.15 929.17 -654.98
TC P

Total asset addition decided by the Authority in the Third Control Period

5.5.46 Based on the above, the total asset addition decided by the Authority for the Third Control Period is
given in the table below:

Table 98: Total asset addition decided by the Authority for the Third Control Period

Proposed
Revised

Approve Differen

capex as
proposed

d capex ce
per as per (4=3 -2)

Referen Project! RIAL's
capex as

Authorit

Group
No. Particulars

MYTP
per

y force
RIAL fOI'

submission
TCP

TCP

forTCP
(2)

(3)

(I)

Capex

projects

A
deferred

A I Terminal 2 - Phase I 3.565.67 3.565 .67 3.565.67 0.00
tram

SCP to

TC P

A2
Forecourt, roadways & landside

1.786.40 I.786.40 1.703.96 -82.44
development - Phase Ib

A3
Aircraft Maintenance & Airpor t

4 1.16 4 1.16 41.16 0.00
Maintenance Facilities

A4 Utilities 104.22 104.22 55.55 -48.67

A5 1'2 • Apron Phase 2 0.00 427.7 3 407.23 -20.50
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Proposed
Revised

Approve DifTeren

capex as
proposed

d capex ce

per as pel' (4=3-2)

Referen Projectl BlAL's
cap ex as

Authorit

Group
No. Particulars

MYTP
per

y force
BIAL for

submission
TCP

TCP

forTCP
(2)

(3)

(I)

/\6 South Parallel Runway - Phase 2 0.00 383.71 194.34 -189.37

A7 Design. PMC and Pre-ops cost 710.16 830,57 446.09 -384.48

A
Capex projects deferred from

6,207.60 7,139.45 6,413.99 -725.46
SCP to TCP (sub-total)

Capex

U
projects

BI Airside Security wall 3.88 3.96 3.96 0.00
to r the

TCP

B2 Airside perimeter Road 18.21 18.58 18.58 0.00

B3 T I Optimization 249.5 1 50.00 50.00 0.00

1-34
Cycle Track along SAR I SWR I

12.R9 o.oo o.on o.oo
NCR plus dockin g stations

B5 MMTI-I - Phase 2 26R.59 80.9 1 0.00 -80.91

B6 Airport Terminal Metro Station 156.82 165.30 0.00 -165.30

B7 City Side Metro Station 97.60 103.07 0.00 -103.Q7

U8 North west road expans ion 41.13 43.43 43.43 0.00

B9
ClSf Barrack Expansion and

44.79 39. 16 39.16 0.00
Access Road

BIO
BtAl . Campus Parking and

69.65 0.00 0.00 0.00
Canteen

BII Animal Quarantine facility 3.65 3.85 3.85 0.00

BI2
New cargo domestic terminal

101.88 104.37 104.37 0.00
including Cool Port

BI3
Refurbishment of ex isting cargo

[ 18.76 121.47 121.47 0.00
term inals

BI4
Refurbishment of catering

25.81 26.36 26.36 0.00
build ings

BI5 Water Treatment Plant 6.80 6.95 6.95 0.00

BI6 Landscape Works 69.39 0.00 0.00 0.00

BI7 Alpha 4 204 .37 0.00 0.00 0.00

BI 8 Landside Maintenance Building 12.48 13.18 \3.18 0.00

BI 9 Design , PMC and Pre-ops cost 399.15 79.70 44.04 -35.66

B20 CISf- Permanent Housing - Phase I 369.6 8 0.00 0.00 0.00

B Capex projects for the TCP 2275.04 860.31 475.37 -384.94

Sustainin

C
g capex

1.344.59 1.584.15 929.17 -654 .98
tor the

TCP

Grand
9827.23 9583.92 7818.53 -1.765.38

Total

D IDC 980.88 1.061.2 2 1065.15 3.93
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Proposed
Revised

Approve Differen

capex as
proposed

d capex ce

per as per (4=3-2)

Referen Project! RIAL's
capex as

Authorit
Group

No. Particulars
MYTP

per
y force

RIAL for
submission

TCP
TCP

forTCP
(2)

(3)

(I)

Total

E (includi 10,808.11 10,645.14 8,883.44 -1.761.45

ng IDC)

5.5.47 The following table provides the year-wise total asset addition decided by the Authority for the Third

Control Period:

Table 99: Total year-wise asset addition decided by the Authority in the Third Control Period

Ref Project" 2022 2023 2024 2025 2026 Total

AI Terminal 2 - Phase I 4.579.32 4.579.32

Forccourt, roadways & landside

A2.1 development - Phase 1b (except 1.495.65 1.495.65

MMTII)

A2.2 MMTH - Phase I 537.34 537.34

A3
Aircraft Maintenance & Airport

45.05 45.05
Maintenance Facilitie s

A4 Utilities 67.48 67.48

A5 T2 Apron - Phase II 447.17 447.17

A6 South Runway - Phase II 286 .56 286.56

A
Sub-Total - Deferred projects from

846.27 6,612.30 0.00 0.00 0.00 7,458.57
SCP

131 Airside Security wall 4.62 4.62

132 Airside perimeter Road 21.65 21.65

133 T I Optimi zation 62.52 62.52

134
Cycle Track along SAR ! SWR !

0.00
NCR plus docking stations

135 MMTH - Phase 2 0.00 0.00

136 Airport Terminal Metro Station 0.00 0.00

137 City Side Metro Station 0.00

138 North west road expansion 47.87 47.87

139 CISF Barrack Expansion 43.16 43.16

BID BIAL Campus Parking and Canteen 0.00

1311 Animal Quarantine facility 4.25 4.25

1312
New cargo domestic terminal

119.44 119.44
including Cool Port

1313
Refurbi shment of existing cargo

139.01 139.01
term inals

1314
Refurbi shment of existing catering

30.59 30.59
buildings

1315 Water Treatment Plant 8.07 8.07

1316 Landscape Works 0.00 0.00

1317 Alpha 4 0.00 0.00
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Ref Project" 2022 2023 2024 2025 2026 Total

B18 Landside Maintenance Building 14.53 14.53

1320 CISf-Permanent housing - Phase I 0.00 0.00

B
Sub-Total- Projects proposed in

0.00 323.38 0.00 62.52 109.80 495.69
TCP

C Sustaining capex 168.49 176.75 185.41 194.49 204.02 929.17

Total 1,014.76 7,112.43 185.41 257.01 313.83 8,883.44
# capex includ ing IDC. PMC. Design. pre-operative ex penses and contingency expenses

Asset allocation and aeronautical asset additions for the Third Control Period

5.5.48 The Authority examined BIAL's submission on the common asset allocation ratio. The Authority does

not agree with the BIAL's proposition that the Gross Block Ratio needs to be applied to the common

projects. The Authority is of the view that Gross Block Ratio can be applied on the entire block of

project cost approved for the Third Control Period without differentiating between different projects

instead of BIAL 's proposition of applying it on individual projects. Since, the Authority has proposed

project wise ratio for bifurcation into aeronautical and non-aeronautical assets in the Third Control

Period, the use of terminal area ratio for common projects is appropriate .

5.5.49 Based on the above, tile aeronautical asset allocation decided by the Authority tor the Third Control

Period is given in the table below:

Table 100: Aeronautical capital expenditure decided by the Authority for the Third Control Period

Aero Additions

S no

AI

A2.1

A2.2

A3

A4

A5

A6

A

BI

B2

B3

B4

B5

B6

Asset additions (INR
cr.)"

Terminal 2 - Phase I

Forecourt, roadways &
landside development 
Phase 1b (except
MMTH)

MMTH - Phase 1

Aircraft Maintenance &
Airport Maintenance
f-acilities

Utilities

T2 Apron - Phase II
South Runway - Phase
II
Sub-Total- Deferred
projects from SCP

Airside Security wall

Airside perimeter Road

TI Optimization

Cycle Track along SAR
I SWR I NCR plus
docking stations

MMTII - Phase 2

Airport Terminal Metro
Station

Total
addition

4.579.32

1.495.65

537.34

45.05

67.48

447.17

286.56

7,458.57

4.62

21.65

62.52

0.00

0.00

0.00

Aero
Allocation
ratio (%)

87.66%

85.73%

31.53%

85.73%

85.73%

99.20%

100.00%

100.00'llo

100.00%

86.85%

100.00%

31.53%

100.00%

2022

38.63

57.85

443.58

286.56

826.62

2023

4.014.23

1.282.22

169.43

5,465.87

4.62

21.65

2024 2025

54.29

2026
Total
aero

4.014.23

1.282.22

169.43

38.63

57.85

443.58

286.56

6,292.50

4.62

21 .65

54.29
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Aero Additions

Asset additions (INR
Total Aero

Total
S no addition Allocation 2022 2023 2024 2025 2026

cr.)"
ratio (%)

aero

87 City side Metro Station 0.00 0.00% - - - - - -

138
North west road

47.87 100.00% 47.87 47.87
expansion

- - - -

89
CISr: Barrack

43.16 100.00% 43.16 43.16
Expansion

- - - -

1310
BIAL Campus Parking

0.00 100.00% - - - - -
and Canteen

-

BII
Animal Quarantine

4.25 100.00% 4.25 4.25
facility

- - - -

New cargo domestic

1312 terminal including Cool 119.44 100.00% - 119.44 - - - 119.44

Port

813
Refurbishment of

139.01 100.00% 139.0 I 139.01
existing cargo terminals

- - - -

Refurbishment of
131 ,1 existing catering 30.59 0.00% - - - - - -

buildings

1315 Water Treatment Plant 8.07 100.00% - 8.07 - - - 8.07

1316 Landscape Works 0.00 100.00% - - - - - -
1317 Alpha 4 0.00 86.85% - - - - - -

1318
Landside Maintenance

14.53 86.85% 12.62 12.62
Building

- - - -

820
CISF Permanent

0.00 100.00%
housing - Phase I

- - - - - -

13
Sub-Total - Projects

495.69 292.78 54.29 107.89 454.97- -
proposed in TCP

C Sustaining capex 929.17 144.45 153.51 161.0 168.9 177.20 805.12

Total 8,883.44 971.07 5,912.17 161.0 223.2 285.09 7,552.58
/I capcx including IDC. PMC . Design, pre-operative expenses and connngency expenses

5.5.50 The Authority decides to true-up the total asset addition and the aeronautical asset addition for the
Third Control Period based on the actual asset addition undertaken in the next control period and
subject to its reasonableness.

5.5.51 The Authority decides to true-up the asset allocation of the assets capitalized in the Third Control
Period based on the actual asset addition undertaken in the next control period and subject to its
reasonableness.

Depreciation for the Third Control Period

5.5.52 The Authority has examined the comment of BIAL regarding the actual asset wise identification of
aeronautical and non-aeronautical depreciation instead of applying the aeronautical asset ratio of the
year. The Authority is of the view that the aeronautical asset ratio captures the aeronautical to non

aeronautical bifurcation of assets and the same can be adopted for computation of the aeronautical and
non-aeronautical depreciation for the Third Control Period.

5.5.53 The Authority has noted FIA's comment on the useful life of terminal building and residual value of
assets. The Authority had given the option to the airport operator to decide the useful life for the
terminal building as either 30 years or 60 years. Based on the assessment of the airport operator, the
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useful life submitted by BIAL was 30 years with residual value as 0% and the same has been considered
by the Authority as the useful life for terminal building and residual value of assets.

5.5.54 Based on the above, the depreciation decided by the Authority for the Third Control Period is given in
the table below:

Table 101: Depreciation decided by the Authority for the Third Control Period

Particulars (In INR Cr.) FY 2022 FY 2023 FY 2024 FY2025 FY 2026 Total

Total depreciation as per BIAL
541.48 726.38 752.18 760.23 797.08 3,577.35

(A)

Adj . - Change in useful life.
-217.73 -224.04 -89.33 -105.3\ -138.8\ -775.23

revision in assetaddition (B)

Adj. - ElL assets (C) -0.90 -0.90 -0.90 -0.90 -0.90 -4.48

Adj. - Less: Depreciation on
-20.31 -20.3\ -20.31 -20.31 -18.64 -99 .86

excluded ECT cost (D)

Adj. - Add: Depreciation on
11.19 11.19 11.19 10.03 8.40 52.01

FA assets (E)

Total adjusted depreciation (F
313.75 492.33 652.83 643.75 647.14 2,749.79=A+B+C+D+E)

Aeronautical proportion of
91.lJlJ% 87.81% 87.79% 87.78% 87.84%

gross block (G)

Aeronautical depreciation as
288.61 432.29 573.15 565.07 568.44 2,427.57

per the Authority (H =PG)

5.5.55 The Authority notes the depreciation will change based on the changes in the asset additions and the
date of capitalization. The Authority decides to true-up the depreciation of the Third Control Period
based on the actual asset additions and the actual date of capitalization.

Regulated Asset Base for the Third Control Period

5.5.56 Based on the discussions in the previous sections on the aeronautical asset addition and the aeronautical
depreciation, the Authority decides to consider the following RAB for the Third Control Period:

Table 102: RAB decided by the Authority for the Third Control Period

Particulars 2022 2023 2024 2025 2026 Total

Aero opening RAB 4.427.38 5.109.84 10.589.72 10.177.60 9.835.75

Add: Aero assets capitalized
971 .07 5,912.17 161.03 223.22 285.0lJ 7,552.58

(refer Table 1(0)

Less: Aero disposals 0.00 0.00 0.00 0.00 0.00 0.00

Less: Aero depreciation (refer
, 288.6 1 432.29 573.15 565.07 568.44 2,427.57

Table 1(/)

Aero closing RAB 5,109.84 10,589.72 10,177.60 9,835.75 9,552.40

Average RAB 4,768.61 7,849.78 10,383.66 10,006.68 9,694.08

# .....-~
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5.6 Authority's decisions regarding regulatory asset base and depreciation for the Third
Control Period

Based on the material before it and based on its analysis, the Authority has decided the following with
regards to regulated asset base and depreciation for the Third Control Period:

5.6.1 To reduce (adjustment) I% of the project cost from the ARR in case any particular capital project is
not completed/ capitalized as per the capitalization schedule as per the approval in tariff order including
Terminal 2 (Refer Para 5.5.6).

5.6.2 To include the pre-operative expenses of INR 62.39 cr. for the deferred projects of the Second Control
Period in the RAB of Third Control Period such that the total pre-operative expenses for the Second
Control Period projects is capped at INR 156cr. To true-up the pre-operative expenses for the capital
expenditure projects deferred from the Second Control Period to the Third Control Period after the
projects are commissioned based on the review of the actual cost incurred and its reasonableness.

5.6.3 To consider the pre-operative expenses as 2% of the total project cost of Group B projects tor the Third
Control Period. However, this is subject to true-up on review of the total pre-operative expenses and
its apportionment over all the eligible work. (Refer Para 5.5.36).

5.6.4 To consider the contingency cost as 3% of the Third Control Period project cost (Refer Para 5.2.73).

5.6.5 To consider the total asset addition and aeronautical asset addition given in Table 99 and Table 100
respectively for the Third Control Period

5.6.6 To true-up the total asset addition, asset allocation and the aeronautical asset addition for the Third
Control Period based on the actual asset addition undertaken in the next control period and subject to
its reasonableness.

5.6.7 To consider the aeronautical depreciation given in Table 101 for the Third Control Period

5.6.8 To consider the aeronautical RAB given in Table 102 for the Third Control Period.
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6 WEIGHTED AVERAGE COST OF CAPITAL (WACq FOR THE THIRD CONTROL
PERIOD

6.1 BIAL's submission regarding WACC for the Third Control Period

Cost of equity

6.1.1 BIAL had appointed CRISIL Risk and Infrastructure Solutions Limited to carry out a study on
evaluating Cost of Equity applicable to E31AL. Based on the CRISIL study. BIAL has considered the
cost of equity for BIAL at 2J .61 %.

6.1 .2 BIAL submitted the following assumptions for estimating the cost of equity:

a) Risk free rate is calculated by taking 10-year average yield on a daiIy basis for 10-year government
securities.

b) Rate of market return is estimated by taking last 40 years data of BSE Sensex using Geometric Mean
method and adding Dividend Yield based on longest available data on BSE Sensex.

c) Asset beta is taken as average of developing countries' asset beta. The asset beta for developing
countries under consideration is 0.75.

d) DIE ratio is taken based on the normative approach and standard adopted by regulators across various
infrastructure sectors in India and is computed to be 2.33.

Table 103: Cost of equity computation submitted by BIAL

Parameter Value

Risk free rate 7.62%

Market Return 16.04%

DIE ratio 2.33

Equity beta 1.9

Cost of equity 23.61%

Cost of debt

6.1.3 BIAL submitted that cost of debt assumed for the Third Control Period is 10%. BIAL has given the
following basis for arriving at 10%:

a) Based on the report of the RBI on Lending Rates of Scheduled Commercial Banks for the month of
June 2020, following interest rates were submitted by BIAL:

Table 104: Interest rate as per RBI as submitted by BIAL

Average Interest Rate (as per RBI publication Jun 20) PSU Banks Private Banks

Month Wise from FY13-FY20 on DIs Loans disbursed 11.0&% 11.66%

Month Wise from FY16-FY20 on Fresh Loans Sanctioned 9.71% 10.50%

Month wise 1year MLeR from FY17-20 &.71% 9.32%

b) BIAL submitted that the independent consultant, in the Consultation Paper issued by the Authority for
determination of aeronautical tariff for the Third Control Period for DIAL had analysed yields of 1J
debt instruments issued by various Infrastructure Companies and had arrived at a simple average of
9.97% as given below.
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Table IDS: Interest rate on bond issued as submitted by BIAL

Issuer Number issued Ratc
Adani Infra (India) Limited I 10.50%

APCapital Region Dev Auth 5 10.32%

Ashoka Buildcon Limited I 9.80%

G R Infra projects Limited 6 9.24%

Simple Average 9.97%

6.1.4 BIAL submitted that the average interest rate for both outstanding loans and fresh loans sanctioned are
in the range of 10% to II %. BIAL submitted that the I-year MCLR is also around 9% (approx.) and
BIAL, being an AA rated company is estimated to have a spread of 50 to 80 bps on the MCLR. BIAL
submitted that the average interest rate of bonds issued by similar companies is also in the range of
10%. Hence, considering various range of interest rates depicted in tables above and the existing loan
facilities availed by BIAL, BIAL submitted that it has considered 10% as the average cost of debt for
the Third Control Period.

Weighted average cost of capital

6.1.5 Based un the cost of equity, cost of debt and gearing ratio, BIAL submitted the following FRoR for the
Third Control Period:

Table 106: Weighted average cost of capital computation submitted by BIAL

Parameter Value

Cost of equity 23.61%

Cost of State Support 0%

Cost of debt 10.0%

Weighted average gearing of equity 49.4%

Weighted average gearing of StateSupport 2.1%

Weighted average gearing of debt 48.6%

Weighted AverageCost of Capital 16.51%

6.2 Authority's examination regarding WACC for the Third Control Period

Cost of equity

6.2.1 As per the decision taken by the Authority in the Second Control Period order of BIAL, the Authority
has commissioned a separate independent study through 11M Bangalore for evaluation of cost ofcapital
for BIAL for the Third Control Period.

6.2.2 The independent study has drawn from the international experience of airports having comparability
to BIAL in terms of hybrid till, ownership structure and scale of operations and has also studied the
regulatory framework of other regulators for the study. The summary of the independent study is given
at Annexure 5. The independent study has recommended the Cost of Equity of 15.05% which is arrived
at as shown in the table below:

Table 107: Computation of cost of equity as per the independent study

Variables Value
Assetbeta based on Proximity Score Weights or comparable

0.564689
set
Gearing Ratio (DI E) 0.9231

Gearing Ratio (D/D+E) 48%
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Variables Value

Equity beta 0.9296

Risk free Rate 7.56%

Equity Risk Premium 8.06%

Cost of equity 15.05%

6.2.3 The independent study has computed the Cost of Equity at 15.05% by using Capital Asset Pricing
Model and using a notional Debt: Equity ratio of48%:52%. While the study has used a nominal debt
rate of 10.05% for illustrative purpose to arrive at the Weighted Average Cost of Capital, the Authority
proposes to use the actual cost of debt for the purpose ofcalculation of WACC for tariff determination .

6.2.4 The Authority proposes to adopt the recommendations of the independent study in the tariff
determination for the Third Control Period.

Cost of debt

o.?.5 The Authority noted that BlAL has considered cost of debt at 10% for the Third Control Period.

6.2.6 The Authority sought from BIAL the prevailing interest rate on the existing Rupee Term Loan ofBIAL.

0.2.7 RIAL has submitted the mail from State Bank of India which stated that interest rate 011 the Rupee
Term Loan of BIAL is set to 7.85% effective from 21 August 2020.

6.2.8 The Authority proposes to consider the prevailing interest rate of 7.85% as cost of debt for the Third
Control Period.

6.2.9 The Authority proposes to true-up the cost of debt of BIAL for the Third Control Period based on
actuals.

Weighted average cost of capital

6.2.10 Based on the above, the Authority proposes to consider the following WACC for the Third Control
Period for BIAL:

Table 108: Weighted average cost of capital proposed by the Authority for the Third Control Period

Parameter' Value

Cost of equity 15.05%

Cost of debt 7.85%

Weighted average gearing of equity 52.0%

Weighted average gearing of debt 48.0%

Weighted Average Cost of Capital 11.59%

6.3 Stakeholder comments regarding WACC for the Third Control Period

6.3.\ Subsequent to the stakeholder consultation process, the Authority has received comments/ views from
various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 10/
2021-22 with respect to WACC for the Third Control Period. The comments by stakeholders are
presented below:

RIAL's comments on WACC for the Third Control Period

6.3.2 The comments from BIAL with regards to the WACC are given below:
Cost ofEquity

• We appreciate the decision ofthe Authority to do study on Cost ofEquity from an acknowledged
expert body.
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• While we appreciate Auth ority's view a/ conducting a scientific study/or the determination a/ Cost

a/Equity/or Indian airports , we would also like to highlight the inadequacies in the Cost ofEquity

study by lIM Bangalore as below:

/) Incorrect use of asset beta of airports in developed economies as comparable/or Indian airports

• It must also be noted that 1II0st ofthe airports consideredfor asset beta estimation by IIlvI B Study

are operating in a developed economy, wherein pass enger 's air travel pattern is very different

from developing countries and there are only two airport entities which are considered by the

Authority in its review. which operates in developing economies, i.e., MAHB and AoT Ref erring

to such companiesfront developed economies f or the beta computation wi/! result in an inaccurate

estimate.

a) Wide variance between asset beta ofde velope d and developing economies

• Asset beta of airports in the devel oping countries is cons istently higher than the asset beta of

airports in developed economies. This can be demonstrated by the data pro vided by lIM B also. at

table 3. I ofthe study the derived asset beta f or Sydney airport is 0.40 whereas that for Ao T is 0.86 .

This shows the quantum of variation in risk perception between devel oped and developing

countries. Similar differenttul was also highlighted in the CHISIL rep ort on BIAL '.I' Cost ofEquity.

Table 6: Asset Beta comparison of Developed and Developing Countries

Asset Bet3 Developing Countries IDeveloped Countries All Countries

0.600.470.75Averilge Asset Betil

~-------------'-=--
Source: CR/S AnalySIS

b) Incorrect assessment ofr isksfaced by Indian airport operators

• The Study by ltM B state s that asset beta ofairports in developed economies may be an appr opriate

comp arable to Indian context given that ther e is limit ed demand risk and Indian airports get

"generous" true-lips.

• The JIM B Study states that only real risk is the demand risk, i.e., the airport '.I' exposure to the

macroeconomic conditions. It measures the sensitivity 0/ gro wth in passenger volumes to mark et

returns through regression analys is and concludes that demand risk is low given vel)' low

regression coefficient (-0.3) . The R squared valu e ofthis regression analysis is velY low (0.0379),

i.e., the stock mark et mov ement explains only 3.79% a/the demand growth at BIAL. As su ch it is

incorrect to conclude that demand risk is low.

• Under efficient market assumptions, stock mark et index should be reflective of the economic

condition a/the country. However, this is not true in real world where there is littl e co-relation in

the stock mark et movement with the economic growth ofthe country, especia//y in India in recent

years. Further, most of the traffic forecasting studies estimate long term demand based on

economic growth in terms ofGD? / C D? per capita and not based on stock mark et movem ent.

In addition to the economic conditions which affect demand the aviation demand in India is highly

price-sensitive to airfare which may result in higher traffic volatility. Further Indian airports/ace

significant Counterparty Risk. It '.I' a known fact that India has witnessedfailures of two major

Indian airlines in the past decade. Furth er. majority ofthe airlines in India have made continued

losses even when traffic was increasing at doubl e digit growth rate and maintained weak balance

•
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• Further, Covid-19 pandemic has already highlighted the risk that the aviation industry facesfrom

demand and supply perspective (Even though the stock market is at an all-time high).

• With respect to the true-ups, while the traffic is trued up there is no true up mechanism available

to the airport operators in India oj the potential loss in non-aeronautical revenues due to the

demand risk under the existing regulatory regime. While true-up reduces a part ojthe risk to the

extent of aeronautical revenues, the airport operator is exposed to the demand risks associated

with non-aeronautical revenues.

• Hence, we disagree with the assessment that demand risk to BIAL can be considered low and it

can be compared to an airport in developed market

2) Impact a/outlier bias andflawed proximity score on derived asset beta

a) Selection ofsample comparable airports seems inadequate

• The ltM B Study mentions that it has considered airports under different jurisdiction to determine

the comparable airports.

• However, the Study has excluded majority 0/ the airports from developing economies. While

excluding airports ofCanada and US Is understandable given these are Government / Municipality

owned, the Study excludes airports from Brazil citing recent privatization while completing

ignoring the airportsfrom Mexico. The airports from China are excluded based on argument that

no credible data is available without providing any basis or evidence.

• Further, the Study has considered six airport companies out ofwhich only four have data on share

prices movement, i.e. Sydn ey Airport Limited. Malaysia Airports Holdings Berhad (MAHB),

Airports of Thailand Public Company Limited (AoT) and Auckland International Airport Limited

and the other two do not have any share price data .

• While the Study has ignored Brazil by providing a reason that privatization is a recent activity, it

has also not considered any ofthe listed airports in the developed economies ofEurope where the

private airport operations have been an established practice (e.g. Copenhagen Airport, Zurich

Airport, Fraport, Aeroports de Paris (ADP), Aeroporti di Roma, etc.)

b) Comparable airports with wide range ofAsset Beta exposes the analysis to outlier bias

• The /1M B Study has considered a set ofcomparable airports with wide range ofasset beta which

exposes the analysis to be biased due to the outlier values. Two airports (Sydney and AoT) have

asset beta which are beyond the ± 1.5 standard deviation from the mean and should ideally be

excluded as outliers. The outlier has significant impact on the derived asset beta which is further

highlighted by use ofproximity score/or determining weighted average.

c) Selection ofparameters for determination ofProximity Score are inadequate and not justified

• The 11M B Study has selected parameters of Regulatory till, Ownership structure and Size of

operations for determining the Proximity Score and derive weighted average. The Study does not

provide any reference 'to literature or similar practices adoptedfor other international airports or

infrastructure sector to support its selection ofthese parameters. While impact ofRegulatory Till

on the risk assessment ofan airport is understandable, the Study does not provide any clarity on:

I) How do Ownership structure and Size ofoperations impact Asset Beta?

2) Why are only these three parameters considered sufficient to determine comparable

airports?
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3} Why should not the operations in developed I developing economy be considered as a

parameterfor determining comparability?

• The IlM B Study classifies airports into three categories: (I) 100% Government owned, (2) GOVlI

private owned/funded, not being PPP and (3) PPP. However, it doesn't clarify the reasons for

segregating PPP and non-PPP airports and its impact on Asset Beta even though they have similar

ownership structure comprising ofa mix a/government and private shareholders.

• Further, it is not substantiated in the Study as to how the size ofoperations impacts the asset beta.

For instance. London Heathrow (LHR) airport and Gatwick airport operate in same country under

the same regulatory till and have similar ownership structure. The size of operations of LHR is

almost twice that ofGatwick, yet their Asset Beta is nearly same.

• Just by changing the parameters and the scale 0/scoring. a totally different set of values for

Proximity Score can be derived/or the same set of'comparable airports used in 11MB study.

d) Incorrect use ofProximity Score (IS weights for deriving average Asset Beta

• As per the all/come of the 111\;/ B study, Cochin and Hyderabad airports whose operations are

smaller than Bangalore airport as well as Delhi and Mumbai airports whose operations are bigger

than Bangalore airport have higher Asset Beta as compared to Bangalore airport. This clearly

indicates that as per the II/vi B Study the Asset beta is not correlated with the size ofthe operations

but rather is influenced by the proximity score with respect to the airport with outlier asset beta

(i.e. Sydney airport with asset beta 1/0.40 as compared to sample mean value of0.62 and median

value ofO.58).

• Again, just by eliminating the outliers (Sydney and AoT) from the selected sample, the values 0/
derived asset beta shall change.

• Given that all airports in India are exposed to same set ofregulatory regime and market risks, it

is incorrect to consider that the proximity score to a sample airport with outlier asset beta value is

the main driver ofthe economic risk that the shareholders ofairport operators undertake.

• As per the proximity score calculated in 11i\;/ B study, Bangalore Airport is closer to Sydney Airport,

an outlier, which reduces its weighted average asset beta. This clearly showcases the impact of

bias in the selection ofthe sample and the non-removal ofoutliers on the end output ofthe study.

• Hence , we disagree with the methodology of considering airports with wide range ofasset beta

thus exposing the analysis to outlier bias and incorrect assessment of Proximity Score which is

used as weights for deriving weighted average Asset Beta, which further highlights the impact of

outlier bias in case oJBIA L.

• Cost ofEquity is a major driver ofthe returns to the stakeholders ofthe airport operator. We would

request the Authority tofinalize the Cost ofEquityfor the airports only after conducting a thorough

review ofthe 11MB stUC~1 based on the comments provided by BIAL and other airport stakeholders.

• Hence, we request the.Authority to not consider Sydney Airport and re-assess the Cost ofEquity.

Cost of Debt

• BIAL has negotiated with the lenders to arrive at the lowest possible debt rates, including at the

time of finalizing the terms/or the expansion loan ofRs.10.206 Cr.. The interest rate on the loan

is presently at 7.85% p.a., linked to the I-year MCLR rate. Thus, this is afloating rate loan, with

annual reset clause, linked to MCLR levels prevailing at the time ofreset.
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• Theref ore. to keep the cost of debt to 7.85%fo r entire 5 years ofThird Control Period is vel))over
optimistic assumption taken by the Authority. The Authority is aware about the historical annual
fluctuations in the interest rates and has determined the actual cost of debt f or Second Control
period as 9.11%. Hence. the Authority cannot consider the current year interest rate. which
happens to be at the lowest point as the basisfor the entire 5 years ofThird Control Period.

• The benchmark lending rate such as A;fCLR is at record low currently. Please see the below trend
ofbenchmark lending rates of SBI in the last 10years:

Benchmark Rate %
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• In the second control period. SBI I-year tvlCLR has ranged between 7%-9.20%. In the first six
months ofcalendar year 2020. it has fallenfrom 7.90% to 7%. In a rising interest rate scenario
also. we may see such rapid rate increases as well. It may be noted that the transmission ofinterest
rate reduction by private sector banks has not been to the same extent as SBI or other public sector
banks. BIAL also has a private sector bank (Axis Bank) in its fold and the ,I;/CLR of this bank will

also be a determinant ofinterest rate on BIAL '.I' expansion loan.

• BIAL '.I' loan f or Expansion is based on SBI l-year MCLR with a spread of 50 basis points or Axis
Bank l-year MCLR with a spread of 30 basis points. whichever may be higher. subject to the
effective lending rate of any lender not being less than the MCLR of that lender.

• Historical MCLR Rates movement f or SBI & Axis Bank is given below.

Average l-vear MCLR % FY 17 FY 18 FY 19 FY 20 FY 21

Axis Bank 9.01 8.28 8.69 8.42 7.57

SBI 8.81 8.00 8.39 8.14 7.05

Average I -year MCLR% For 4 years (excluding Covid
year ofFY 21)

Axis Bank 8.60

SBI 8.33

• Adding the spreads as described above, the interest rates work out to 8.8-8.9% and hence the
Authority has to take cognizance ofthis trend and not consider the rock hal/om interest rates that
is currently applicable f or BIAL.

Macro-Economic Situation:
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• Currently , the monetary policy is in an accomm odative mode across the world. The rate ofinterest

is at their lowest in advanced economies and trending south in emerging market economies.

Central banks have maintained low rate to support the growth post C ovid- 19. However, global

lan dscap e is changing in favour of hardening rat es. In the Indian context, given the huge

borrowings indi cat ed by the Government of India as well as by various states and the rising

inflation due to high fu el costs and comm odity prices, there will be pressure on y ield, and this

would lead to increase in benchmark rates as well.

• The economic growth forecast for India for FY22 has also been revis ed downward with RBI

lowering itsforecast to 9.50 % whil e World Bank has lowered theforecast to 8.3%. S&P Global

Ratings has also cut India 's growthforecast for the current fiscal to 9.50%./i·om 11.00% earlier,

and warned ofrisk to the outlookfrom further waves of the Covid- 19 pandemic. S&P has said RBI

has no room to cut interest rat es with inflation above 6.00 % the upper end ofthe centra l bank

target range. Therefore , interest rat es are only expectod to rise and not stay at the current levels.

• The long-term interest rate forecast by the Organisation fo r Econ omic Co -opera tion and

Development (GECD) indi cat es interest rat es in India going up from QI 202 2, with an increase of

50 bps during the year.

• Economists in India expect the l O-year G-Sec rates to gradually go upfrom around 6% presently

to about /5% over afive-y ear period.

Summary

• With the past track record o.l B IAL as a borrower and otherfactors, and also owing to the present

credit rating levels, the airport has been able to keep the spread over the benchmark rates at vel)'

fine levels. The credit rating presently has a negative outloo k owing to the Covid- 19 impact on the

sector as a whole. The airport's ability to meet its debt servicing requirem ent and achieve the

financial covenants under the financing agreem ents is also a key determinant ofthe credit rating.

Inab ility to adh ere to these requ irem ents could also lead to credit rating downgrade with att endant

consequences including increase of spread over the benchmark interest rates. There/ore, it is

essential to ensure that the airp ort has adequate cashflows to meet its debt obligations.

• Given these inputs, the interest rat e allowed to BIAL over the third control period should be

adequate 10 tak e care 0.1" the indi cated increase in the benchmark rate.

• Clearly , the A uthority has to consider this apparent reality whil e arriving at the cost of debt for

the airport operator.

• Considering the Axis Bank average A4CLR rat e and the spread the Interest rat e works out to

approx . 8.9%

• Thus , we would requ est the Authority to consider the likely increase of 1.50% in the interest rates

in the ]"'1 control period and allow the same over the prevailing rat e 0.1" 7.85%, leading to an

effective cos t ofdebt at 9.35%. II is to be noted that the interest at these lev els is payable monthly.

The cos t ofdebt at 9.35% can be considered/ or entire Third Control Period.

• The Authority also should take note ofthe/act this cost ofdebt @ 9.35% is also considerably lesser

compared to the cost of debt allowed to other airport operators having a similar credit profile.

Further, as proposed by the Authority, the cost ofdebtfor the Third Control Period can be trued

up based on actuals.
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Other stakeholder comments on WACC for the Third Control Period

6.3.3 FIH Mauritius Investments Ltd. commented on cost of debt as follows:

• ".4ERA has considered BIAL 's existing interest rate of7. 85%for the entire tenure of5 years ofthe

3rd Control Period as against BIAL submission of IO%.

BIAL has tied up debt for the Expansion project at ajloating rate 0[7.85% and this is one ofthe

lowest in the airport sector. Interest rates have bottomed out and they are only expected to rise in

future and not stay at the current levels. The Bank MCLR rates at their historic lows and the past

experiences have shown that over a 5-year period. they definitely average higher than their

historical lows.

We request Authority to consider 9% (interest ratefor 2nd Control Period) as cost ofdebt lor the

3'" control period and true lip ofthe same in the subsequent control period. "

6.3.'1 Siemens commented on cost of debt liS follows:

• "AERA has considered BIAL 's existing interest rate of? R5%jell" (he entire (enure o.l5 years ofthe

3rd Control Period as against BIAL submission o.lIO%.

The economic growth forecast for lndia for FY22 has also been revised downward by RBI, World

Hank and ,)'&P Global ratings.

BIA L has tied up debt for the Expansion project at 7.85% and this is one ofthe lowest in the airport

sector. Interest rates have bottomed out and they are only expected to raise and not stay at the

current levels.

We request Authority to consider Y% (interest rate/or 2nd Control Period) as cost 0.[debt for the

3'" control period and true up ofthe same in the subsequent control period. "

6.3.5 MIAL commented on cost of debt as follows:

• "Authority has considered existing interest rate of 7.85% for the entire tenure ofi years of the

TCP as against BIAL submission o.lIO%. Since the project loan interest rates are linked to lvlCLR

issued by the lending banks, the upward movement of the ,\tICLR shall also increase the interest

rates on the project loans. Authority should reconsider its stance on the cost ofdebt proposed and

allow a rate which isfair considering the expected rise in interest rates as considered by BIAL.

which should be trued up. "

6.3.6 APAO also commented on cost of debt as follows:

• AERA has considered BIAL 's existing interest rate ol7.85%/or the entire tenure ofS years ofthe

3rd Control Period as against BIAL submission of 10%. The economic growth forecast for India

jar FY22 has also been revised downward with RBI lowering its forecast to 9.50% while World

Bank and S&P have lowered the forecast to 8.3% and 9.50%, respectively. BIAL has tied up debt

for the Expansion project at 7.85% and this is one ofthe lowest in the airport sector. Interest rates

have bottomed out and they are only expected to raise and not stay at the current levels. Since the

project loan interest rates are linked to MCLR rates issued by the lending banks, the movement

upwards ofthe MCLR rates also necessarily increase the interest rates on the project loans. The

Bank MCLR rates at their historic lows and the past experience have shown that over a 5-year

period. they definitely average higher than their historical laws.

We request Authority to consider 9% (interest rate for 2nd Control Period) as cost ofdebt for the

3rd control period and true up ofthe same in the subsequent control period. "

6.3.7

•
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We would like to make the following comments in relation to assumptions underpinning the

calculation ofthe cost ofequity in the study:

Beta:

In order to determine an appropriate Beta (which is a reflection ofthe risk the airport faces vis a

vis the market), the study should have first started by understanding what are the risks faced by

BIAL (regulatory, demand, supply risks) and then how these risks compare to those faced by

airports wherefinancial/regulatory information is available. The study intends to do this through

the application of the proximity scores, which is a good approach, but we think that the factors

that are usedfor the calculation of the proximity scores are not complete enough to provide an

adequate result.

The regulatory regime o/'8IA L is close to a "rate a/return" regulation. At the end ofthe regulator)'

period AERA "trues up" most ofthe components that underpin the calculation a/charges. There

are true ups on traffic, non-aeronautical revenues. OPEX. CAPE)( (with certain disallowances).

taxes and the WACC (with the exception of cost of debt ceiling). So, in practical terms, BIAL is

protectedfrom a series ofrisks (not all) that many ofthe other regulated airports do face.

One oj the biggest business risks up/ranted by an airport is demand risk, as has been made evident

by the pandemic. Ifthe demand risk is eliminated via the implementation oftrue ups, then the risks

borne by this airport would tend to be closer to that ofwater 01' electricity companies rather than

that ofother airports. As far as we understand. none of thefinal comparator airports is under a

regulatory regime in which there is a 100% true up ofdemand.

We understand that some risks still remain in the non-aeronautical side, bill that is a consequence

ofhaving a hybrid model (Which users did not ask, as our position has always been to implement

a Single till). Consumers were against the proposal to move to a hybrid till and now should not be

further penalised by rewarding a higher WACC due to this decision.

We note that page 47 ofthe study mentions that Betas ofdeveloped countries could be used because

traffic is trued up. We would like to make the point that the Beta jar BLR could (and should) be

even lower than these since most ofsuch airports do still have traffic risk.

With this in mind, we strongly request AERA to reconsider the calculation ofthe Beta for BIAL, by

making a significant downwards adjustment of the Beta calculated in the report since the risks

faced by the comparator group are much higher than thosefaced by BIAL (at least to somewhere

around 01' below 0.4). This downwards adjustment should be informed by Betas applied by

regulators for utilities companies.

On a separate note:

• Table 2./7 is out ofdate in relation to the determination ofthe Beta/or Dublin airport. The table

makes reference to the 2014-19 determination, when 2020-24 determination has already been

made and can be downloadedfront here (And the supporting studyfrom here). The allowed asset

beta for Dublin airport is 0.50 (noting that traffic risk isfaced by the airport, and therefore !\lIIALs

beta should arguable be lower than that). We also do not see what the study references as
..complicated"

• Only Beta decisions 01' studies commissioned by the UK CAA should be included in table 2.15.

This table makes a reference to a study (NERA) that has not been commissioned by the regulator.

• We note that the study calculates equity betas from Bloomberg. We would appreciate for AERA

to confirm whether the consultants have used the "rml'" 01' "adjusted" Betafrom Bloomberg. The
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problem is that the adjusted based (aka Blume adjustment) assumes that Beta tends to the value 0/
lover time, which is fundamentally wrong in the context 0/ determining a Beta 0/ a regulated

company.

Equity Risk premium

From what we have seen for regulatory decisions. the 1II0st accepted and used method for

calculating the ERP is based on historic information (and the longer in time the dataset, the better) .

Models based on predictedfuture ERP (e.g. dividend growth model) are much less reliable as they

are constructed on the basis a/a number a/assumptions and introduce certain optimism bias, and

therefore we would request AERA not to consider it.

There is more recent data to feed into the Damodaran approaches (i.e. Bond linked & CDS). The

latest available irformationfrom Damodaran (see link), the equity risk premium for India is 6.23%

on the basis a/the bond rating approach (rather than the 8.60% mentioned in the report), and

5.5% on the basis 0/ the CDS approach (rather than the 7.87% provided in the study) . The

calculation are asfollow:

Bond approach: 4.38% (mature market implied risk premium) + 1.82% (rating based default

spread) '" 1.0154 (multiplier) = 6.23%

CDS approach: 4.38 % (mature market implied risk premium) + 1.1% (sovereign CDS net 0/
US) * 1.0154 (multiplier) = 5.50%

There is also an inconsistency issue in the ERP comparators and the other Return on Equity

assumptions. While the study introduces the Damodaran approximations /01' an Indian ERP by

adding a sovereign risk estimate (based on CDS and sovereign bond ratings) on top a/the ERP 0/
a mature market. it then double counts the same risk by using Indian government bond yields as

the basis/or the Risk Free Rate (which by definition, as it is not a AAA rated bond, its yield already

includes a sovereign risk) . In fact, as highlighted by Damodaran in its paper "Country Risk:

Determinants, Measures and Implications - The 2020 Edition ". (Table 30: Risk Fee rates in

Currencies with non-AAA Rated government issuers), the author calculates the risk free rate for

India as ofl July 2020 (Government bond rate: 5,B2%, Rating Moody's Baa2, Default spread

2.23% with the consequent "risk free rate" qj'3.59% (5.82%-2.23%).

So. while the approximation done by Damodaran for an Indian ERP is perfectly valid, and to be

taken into account when assessing the ERP for BIAL. the study should then make the necessary

adjustments in the Risk Free rate to avoid any "double counting" ofrisk.

So. there are two items/or AERA 's consideration with regards to equity risk premium

a Consider using latest data available for the calculation 0/ the ERP under the bond rating

and CDS approach.

a Ensure that there is no "double counting" a/risk in between assumption for the equity risk

premium and Riskfree rates.

Risk free rate:

- There is no justification as to why an 18-year average has been used/or the calculation 0/ the

government bond. Since this average is on nominal yields, it picks lip inflation expectation from

more than a decade ago which may not be the same as nowadays. More generally the worldwide

situation is completely differentfrom more than decade ago. We recommend AERA to consider a

much shorter period (somewhere betwee 5 years).

"#~~~
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- We also note that over the past year the Indian Government bonds have been significantly lower

than that assumed in the study. While the risk free rate is assumed to be 7.56%, the IO-year

government bonds yield has been less than that rate since April 2019. AERA may need to take this

into consideration.

In summary, below are the recommendations with respect to the Return on Equity:

• Acknowledge that BIAL (as well as the other Indian regulated airports) demand risks are

significantly mitigated (due to the true up mechanism) and therefore use a lower asset beta

relative to any other comparator airport (or even consider using betas ofutilities).

• Ensure that there is consistency between the ERP assumption and the Riskfree rate to avoid

"double counting" ofrisks.

• Consider updating data for the bond based and CDS based approaches/or calculating the

Return on Equity

• Consider dropping the forward-looking analysis on ERP

We are convinced that. once the recommendations above are taken into account, the Return on

Equity would he significantly lower than that proposed by AERA.

• 6.3.2 To consider the notional debt tu equity (gearing) ratio of48%:52% as suggested by the
independent Study.

We support the usage ofa notional gearing. as the regulated companies should be encouraged to

implement the most efficient capital structure.

• 6.3.3 To consider 7.85% as cost ofdebt for the TCP.

We are in agreement with the utilization ofthis rate. We would also like to reiterate the point made

in chapter 3 which relates to the recommendation for AERA to compare cost a/debt ofthe various

airports it regulates and only consider allowing the lowest available cost ofdebt.

• 6.3.4 To true-up the cost ofdebt ofBIALfor the TCP based on actuals .

It would be important for AERA to consider implementing a limit as to how much this rate could
increase throughout the third control period. Without such cap. we fear that there wont be any

incentive to maintain a low cost ofdebt. In other determination AERA used to impose such caps.

• 6.3.5 To consider the WACC of11.59%for the TCP based on above mentioned cost ofequity. cost

ofdebt and considering the notional gearing ratio as suggested by the independent study.

We welcome the fact that AERA has reviewed BIALs (fully unjustified) proposed level ofWACC

and made appropriate amendments to reach a level significantly lower compared to such

proposals. However , we believe that, based on the analysis provided throughout this section, the

level 0./allowed WACC should be even lower. We would appreciate for AERA to take into
consideration our recommendations for the final order . ..

6.3.8 FIA commented as follows:
• "F/A appreciates that the AERA has considered a lower Weighted Average Cost of Capital of

11.59 %}or the Third Control Period, including an independent study on Cost ofEquity. However,

FIA submits that fixed/ assured return favours the airport operators. and creates an imbalance

against the airline. which are already suffering from huge losses and bear the adverse financial

impact through higher tariffs.
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Further. due to such fixed I assured returns. service providers like BIAL have no incentive to look

f or the productivity improvement or ways of increasing efficiencies or take steps to drastically

reduce costs as they arefully coveredfor all the costs plus their returns. Such a scenario may result

in inefflciencies and higher costs. which are ultimat ely borne by the airlines. In the present

scenario any assured return on investment (i.e.. return on investm ent after the income tCD;), in

excess ofthree (3) %, i.e., being at par with bankfixed deposits. will be onerous f or the airlines.

In view of the above, AERA is request ed to immediately review WACCIFRoR by capp ing the returns

to a maximum ofthree (3)%. "

6.3.9 Blue Dart commented as follows:

"AERA has considered 7.85% as cost of debt for third control period. The said rate is considered

based on present interest rate charged by State Bank of India f or Rupee Term Loan offered to

BIAL. As there has been overall reduction in the interest rates and said trend is going to be continue

in near futur e, we request AERA to further reduce the interest rate for cost of debt. The said

reduction will provide a window ofopportunityfor KIAL tu look at various options to reduce the

interest cost further to benefit KIAL and all users, as the Fair Rate of Return is linked to cost of

debt. "

6.4 RIAL's response to stakeholder comments regarding WACC for the Third Control Period

6.4 .1 On lATA 's comments rega rding cost of equity, BIAL has submitted as follows :

• "On the above issue, BIAL believes that its submissions made to AERA ! TDSAT, and its legal

posit ions are as per the provis ions ofContracts entered into with Sovereign governments, tenable

in law and BIAL reiterates the same. BIAL has exercised its rights to appeal against the said

TDSAT order and AERA '.I' decision is subject to outcome of the legal pro ceedings.

For brevity. BIAL is not reiterating its earlier positions and contentions contained in its

submissions to various consultation papers, memoranda of appeal, writ/en submissions and

requests that the same be read as a part of this submission. BIAL respectfully states that all its

submissions in this response are without prejudice to whatever BIAL has contended earlier . "

6.4.2 On FIA's comm ents regarding WACC, BIAL has submitted as follows:

• "FIA 's above comment does not merit a reply. It has become fashionable fo r F1A to suggest such

irrational and illogical proposals regarding airport operators' busin ess.

Airport operators cannot be held responsiblefor the perf ormance ofthe airlines sector. which is

totally an unregulated market.

IfAirlines are unable to raise adequ ate revenues in their business, it cannot he a corollary that

airport operators too should not make revenues for the asset created so lely for the purpose of

passengers and airlines .

The airport charges (payable f or use of Indian and International airportsl) that an airline pays is

in the range of8- 10% ofits total costs. based on the study of last 3 years annual reports ofmajor

Indian airlines such as Indigo, Spicej et, GoAir, Vistara and Air Asia. Hence, the Airports'

contribution to the Airline cost structure is velY limited and does not deserve such comments. "

6.4.3 On Blue Dart's comments regarding WACC , BIAL has submitted as follows:

• ",4 ERA has considered BIAL '.I' existing interest rate of7.85% for the entire tenure 0( 5 ye ars ofthe

3rd Control Period as against BIAL submission of 10%.
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Interest rates have bottomed out and they are only expected to rise infuture and not stay at the

current levels.

The Bank ,Iy/CLR rates are at their historic lows and the past experiences have shown that over a
5-year period. they definitely average higher than their historical lows. Therefore, 7.85%cannot

be considered as the interest rate for 3rd control period

BIAL has accordingly requested/or 9.35% to be the cost ofdebtfor the 3rd control period with

the same being trued up at the end ofthe control period.

BIAL 's detailed analys is and submission (Irepart ofits response to the Consultation Paper. ..

6.5 Authority's examination after reviewing stakeholder comments on WACC for the Third
Control Period

6.5.1 The Authority has carefully reviewed the comments received from BIAL and other stakeholders on
WACC.

Response to BIAL's comments on WACC

6.5.2 The Authority notes that BIAL has raised concerns regarding the Authority's proposal for cost of equity
based on the study by 11M Bangalore. The concerns/issues raised by BIAL are summarized below:

• Risk in developed market economies is lesser than developing market economies

• Risk estimation for airports in India (Airports face other risks such as counrerparty risk, loss in
non-aeronautical revenue etc.)

• Shortlisting criteria of airports and inadequate sample of airports for estimation of asset beta for
BIAL.

• Estimation of cost of debt at lower levels for BIAL in comparison to the market outlook and to the
other airports,

6.5.3 The Authority has noted BIAL's comments stating that comparator airports from developed economies
will lead to an inaccurate result as air travel pattern and risks are different in developed economies as
compared to developing economies. In this regard, the Authority is of the view that proximity score
weighted average beta used in the study, captures the differences in airport operations between BIAL
and comparator airports and ensures that more weightage is given to airports which are similar to BIAL.
In addition, the Authority also provides true up for all building blocks of tariff determination which is
not provided elsewhere leading to significantly lesser risk than developing countries and even
compared to developed countries. Thus. the Authority considers that the risk considered for
determining asset beta has not been understated.

6.5.4 The Authority has also noted BIAL's comment on the riskiness of non - aeronautical revenue due to
the demand risk under existing regulatory regime. The Authority is of the view that the riskiness is a
result of the hybrid till model which was supported by Airport operators such as BIAL though it was
not part of its concession agreement. It gave them an added advantage as only 30% of revenue was
used to cross subsidize ARR and the operator was getting incremental return on the remaining 70%.
However. with reduced demand as a result of the pandemic, the airport users cannot be penalized for
the position taken by the airport operator in the past.

6.5.5 The Authority has taken note ofBIAL's comment that the shortlisting criteria for selection of airports
was not sufficient and airports from some developing economies were excluded. The emphasis on
developing vs developed countries is exaggerated by BIAL in view of the fact already given in 6.5.3.
The Authority examined the contents of the study and is of the view that the study has adopted a
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comprehensive shortl isting criterion for identifying comparative airports including regulatory

framework, revenue till. ownership structure and scale of operations. It also clearly mentions the
shortlisting criteria which was governed based on the proximity score, data availability and to ensure
that a healthy mix of similar and dissimilar airports for comparison and contrast. The report also clearly

details out the reasons for not considering airports from certain geographies which are self-explanatory.
Thus, the Authority considers that the shortlist ing criteria and sample of airports as adequate to ensure

a fair estimation of SIAL's beta.

6.5.6 The Authority has noted SIAL's comments on cost of debt stating that the estimate is at lower levels
compared to the market outlook as well as in comparison to other Indian airports. The Authority
appreciates the efforts and negotiations put in by SIAL with its lenders which has led to an interest rate

of7.85% p.a. The Authority is of the view that the pandemic has had significant impact on the Indian
economy and its future outlook with the demand estimated to be subdued in the coming years. As a
result, the interest rates on loans is expected to be at the same level or lower than the 2020 levels agreed

between SIAL and SSI. Additionally, the Authority also reviewed the current l-year MCLR rate for
SSI and has found the current rates to be at 7% as of 15th June 2021. Hence, the Authority sees no merit
in revising the cost of debt for SIAL and has decided to consider the cost of debt as 7.85% for the Third
Control Period, Further, the Authority dec ides Lu true-up the cost uf d~LJL for the Third Couuul Period
based on the actuals subject to its reasonableness and efficiency.

Response to lATA's comments on WACC

6.5.7 The Authority also noted comments from lATA on Cost of Equity stating that:

• Biggest business risk faced by an airport is the demand risk which is virtually eliminated for Indian
airports such as SIAL through the true ups as part of the regulatory framework.

• The risk on the non-aeronautical side is a result of the hybrid till model which was supported by
the airport operators as it is beneficial to them in comparison to the single till framework. As a
result, the users should not be penalized for the preference of the airport operator.

• Seta for SIAL could be lower (than what is proposed by the Authority) than the developed
countries airports since most of these airports do not have the benefit of the true up mechanism
which is available to SIAL and hence are subjected to traffic risk involved.

• Models based on future ERPs are less reliable

• For calculation of Equity Risk Premium (ERP), estimates of ERP for Damodaran may be revised
based on recent market data.

• Concerns around over estimating risk-free rate

• Use of notional gearing of 48%:52% and considering cost of debt at 7.85%

6.5.8 The Authority has taken note of lATA 's comments that the cost of equity should be lower for SIAL as
it faces lesser risk compared to developed countries airports due to the true up mechanism. The
Authority noted the comments from lATA stating that complete true up implies no traffic risk for the
airport operator however SIAL still faces systemic risks that may arise due to natural calamities, global
trade restrictions, war, etc. The Authority has taken a conservative view while determining demand
risk for SIAL and has accordingly given more weightage to airports which are operationally similar to

SIAL captured in the proximity score weighted average beta used in the study.

6.5.9 The Authority noted IATA's comments on the risk related to non-aeronautical revenue which are as a
result of the hybrid till model which has been supported by airport operators such as SIAL in the past.
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However, with reduced demand and loss of revenue, the airport users cannot be penalized for the
position taken by the airport operator earlier.

6.5.10 The Authority noted lATA's comment on beta that it could be lower for BIAL in comparison to
developed country airports due to the benefit of the true up mechanism. In this regard, the Authority is
of the view that proximity score weighted average beta used in the study, captures the differences in
airport operations between BIAL and comparator airports and ensures that more weightage is given to
airports which are similar to BIAL.

6.5.11 The Authority has taken note of lATA's comment stating that models based on future ERPs are less
reliable. The Authority is of the view that forward looking estimate can be considered as it contains
relevant information. The Authority also wishes to highlight that only one of the four approaches in the
study considers forward looking ERP which account for only 25% of weightage on outcome. Hence,
the Authority decides to not consider any revision to the ERP estimate used by the Independent study
while determining the cost of equity.

6.5.12 The Authority has taken note of IA TA's comments suggesting revision in Damodarari's estimates
based on recent market data. The Authority is of the view that the independent study used all relevant
information as available prior to December 2020, as required for determining the ERP for the Third
Control Period. The Authority considers that the correct procedure is to base ERP estimates on the
information available at the beginning of the control period and IS of the view that the ERP estimates
cannot be considered based on hindsight. Thus, the Authority has not considered any revision to ERP
used to determine cost of equity.

6.5.13 The Authority has taken note ofI ATA's comment that risk-free rate is significantly over estimated and
should be net of sovereign risk. The Authority is of the view that the independent study has considered
the same procedures as in NIPFP (2011-12) which employs the same risk exposure to country risk as
to market risk thereby adding country risk premium to mature market ERP. IATA also commented that
a much shorter period of 1-5years should be considered for estimating risk free rate. In this regard, the
Authority has considered a longer period of 18years (2000 - 20 18),as the risk-free rate is volatile and
thus a longer historical period provides a better proxy for future risk-free rate.

6.5.14 The Authority noted comments from lATA on the notional gearing of 48%:52% and cost of debt at
7.85%. The Authority also noted that IATA's comments on gearing ratio and cost of debt are in line
with the Authority 'S proposal in the Consultation Paper no. 10/2021-22 wherein the gearing ratio was
determined based on the average gearing ratio of comparative airports in the study while the cost of
debt is based on the actual interest rate agreed between BIAL and SBI.

6.5.15 The Authority has also taken note of the counter comments given by BIAL in response to lATA. With
reference to BIAL's comments regarding its earlier positions, it is stated that the stand taken by BIAL
is very vague and does not add value to the consultation process and AERA doesn't need to take the
note of it.

Response to FIH, Siemens, MIAL, APAO and Blue Dart's comments on Cost of Debt

6.5.16 The Authority'S response .to BIAL's comments in Para 6.5.6 duly addresses the comments made by
FIH, Siemens, MIAL, APAO and Blue Dart with respect to cost of debt for BIAL in the Third Control
Period.

Response to FIA's com men ts on W ACC

6.5.17 The Authority has noted FIA's comments on WACC stating that fixed/assured return favors the airport
operators and with no incentive in place for increasing productivity improvement or efficiencies, the
operator is fully covered for their costs plus their returns. The Authority' also noted FIA's comments
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that in the present scenario, any assured return on investment in excess of3% will create further trouble
for the already stressed airline sector. The Authority is of the view that an airport is a long-term asset
whereas the pandemic is a short-term phenomenon and will likely not have a long-term impact. In
addition, the Authority has noted BIAL's comments in response to FIA's views stating that the airport
operators which operate in a regulated market cannot be penalized for the performance of other sectors
in the value chain which are operating in an unregulated market. However, the Authority would like to
state that each sector of civil aviation has its own dynamics and challenges. Airlines are regulated too,
even the airfares many a times and they don't have the advantage of monopoly of service and assured
returns in a cutthroat competition conditions.

6.6 Authority's decisions regarding WACC for the Third Control Period

Based on the materials before it and based on its analysis, the Authority has decided the following with
regards to WACC for the Third Control Period:

6.6.1 To consider the cost of equity at 15.05%as per the outcome of the independent study.

6.6.2 To consider the notional debt to equity (gearing) ratio of 48%:52% as suggested by the independent
study

6.6.3 To consider 7.85% as cost of debt for the Third Control Period.

6.6.4 To true-up the cost of debt of BIAL for the Third Control Period based on actuals subject to its
reasonableness and efficiency.

6.6.5 To consider the WACC of 11.59% for the Third Control Period based on above mentioned cost of
equity, cost of debt and considering the notional gearing ratio as suggested by the independent study.
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7 OPERATING EXPENSES FOR THE THIRD CONTROL PERIOD

7.1 BIAL's submission on operating expenses for the Third Control Period

7.1.1 BIAL in its MYTP submission has stated that the operating expenditure for the Third Control Period
has been estimated based on the following assumptions:

• Impact of COVID-19 pandemic on passenger processing time, passenger flow mandating
additional spending, and outsourced manpower deployment.

• Opening of new Terminal T2 in FY22 resulting in additional costs across varIOUS expense
categories

• Increased area of operation including parking, MMTH, peripheral road network etc.

• BIAL has also submitted that a large proportion of spend is fixed in nature and do not bear a direct
correlation to traffic.

7.1.2 BIAL's submission on projections of individual expense heads is summarized in the table below:

Table 109: Basis of projections of operating expenditure as submitted by BIAL

Expense
Basis of projection as adopted by BIAL

Head

• Manpower requirements lor T2 Phase 1 has been estimated on a staggered basis with 340
Personnel employees added post commissioning in FY23 and additional 189 employees added in FY25.
Cost • Personnel costs have been estimated keeping base year as FY21. Annual pay increase of 10% is

considered by BIAL on a y-o-y basis with a market correction 01'2%once in every 3 years.

• Increased area and space lor management and maintenance alter opening of T2 Phase I. MMTI-I,
O&M Cost 2 parallel runways. ECT etc.

• The O&M expenditure has been estimated as a percentage of the gross block.

• Utility cost has been calculated after netting off recoveries from concessionaires.

• BIAL has initiated sustainability measures such as implementation of Solar and Wind Power
Utility Cost projects to be additional sources of supply of power. leading to reduction in average power cost.

• The utility cost has been estimated considering an increase of 5% in demand charges lor power
and 7% in consumption charges of power and potable water cost

Concession
Calculated as 4% of gross revenue requirement

Fees

Lease Rent Calculated based on the land lease deed executed between KSIIDC and BIAL.

Insurance
The Insurance cost has been estimated as a percentage of the asset block with CPI increase.

Cost
Rates and Rates and taxes mainly comprise of property tax which is estimated considering the additional area
Taxes alter commissioning ofT2 and CPI based increase.
Marketing

Marketing costs are estimated considering benchmarking based on actual costs with an annual increase
&
Advertisem

of 10%.Collection costs are estimated as part of the marketing cost based on the estimate of collection

ent
charges to be paid to ,airlines on the UDF collections.

General • Estimated based on actual costs with an annual increase of 10%.
Administrat • BIAL has also considered incremental security costs (other than CISF) considered from FY23
ion Costs onwards lor security and safeguard of the increased facility and infrastructure created.

CSR Costs as mandated by the Companies Act are based 011 prescribed regulations.

7.1.3 Based on the above, the total operating expenditure submitted by BIAL as part of its MYTP submission
is given in the table below:
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Table Ito: Total operating expenditure for the Third Control Period as submitted by BIAL

Operating expenses

Personnel expenses

O&M

Lease Rent

Utilities

lnsurance

Rates & taxes (other than IT)

Marketing & Advertising

CSR

General admin costs

Total operating expenses

Less: Disallowance - Interest/hotel

cost

Concession ret:

Waiver and bad debts

Totnl operating expenditure

FY 2022

247.50

215.74

15.11

39.81

11.59

9.46

27.17

13.70

43.38

623.46

146.22

769.68

FY 2023

348.03

347.23

15.56

52.35

22.68

13.54

25.57

13.22

60.95

899.15

202.99

1,102.14

FY 2024

392.61

385.67

16.03

56.02

24.27

13.98

28.50

11.90

67.05

996.02

241.16

1,237.18

FY2025

513.61

445.34

16.51

59.94

25.48

14.42

31.79

15.72

73.75

1,196.56

286.83

1,483.39

FY 2026

582.21

602.70

17.00

64.13

26.99

14.88

35.49

19.86

81.13

1,444.40

341.30

1,785.70

Total

2,083.97

1,996.68

80.21

272.25

111.00

66.28

148.52

74.41

326.26

5,159.59

1,218.50

6,378.09

7.1.4 The allocation ratios for the Third Control Period are based on the allocation ratio arrived for the year
FY20. The allocation ratio submitted by BIAL are given below:

Table III: Operating expenditure allocation ratio for the Third Control Period as submitted by BIAL

Operating expenses FY 2020 FY2021 FY 2022 FY 2023 FY 2024 FY2025 FY 2026

Personnel expenses

O&M cost - Others

Least: Rent

Utilities

Insurance

Rates & taxes (other than IT)
Collection Cost

Other Marketing cosls

CSR

General admin costs

92.10%

89.01%

100.00%

100.00%

90.03 %

100.00%

100.00%

86.42%

100.00%

91.33%

92.10 %

89,01%

100.00%

100.00%

90.03%

100.00%

100.00%

86.42%

100.00%

91.33%

92.10 %

89.01%

100.00%

100.00%

90.03%

100.00%

100.00%

86.42%

100.00%

91.33%

92 .10%

89.01%

100.00%

100.00%

90.03%

100.00%

100.00%

86.42%

100.00%

91.33%

92.10 %

89.01%

100.00%

100.00%

90.03%

100.00%

100.00%

86.42%

100.00%

91.33%

92.10%

89.01%

100.00%

100.00%

90.03 %

100.00%

100.00%

86.42 %

100.00%

91.33%

92.10%

89.01 %

100.00%

100.00%

90.03%

100.00%

100.00%

86.42%

100.00%

91.33%

7.1.5 Based on the above allocation ratio, the aeronautical operating expenditure submitted by BIAL for the
Third Control Period is given below:

Table 112: Aeronautical operating expenditure for the Third Control Period as submitted by BIAL

Operating expenses FY 2022 FY 2023 FY 2024 FY2025 FY 2026 Total

Personnel expenses 227.95 320.54 361.59 473.03 536.22 1,919.33

O&M 193.24 310.49 342.76 398.03 550.00 1,794.52

Least: Rent 15.11 15.56 16.03 16.51 17.00 80.21

Utilities 39.81 52.35 56.02 59.94 64.13 272.25

Insurance 10.43 20.42 21.85 22.94 24.30 99.93

Rates & taxes (other than IT) 9.46 13.54 13.98 14.42 14.88 66.28

Marketing & Advertising 24.10 22.93 25.60 28.60 31.97 133.21

CSR 13.70 13.22 11.90 15.72 19.86 74.41

General admin costs 39.62 55.67 61.24 67.36 74.10 297.98
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Operating expenses FY 2022 FY 2023 FY 2024 FY2025 FY 2026 Total

Total operating expenses 573.41 824.73 910.96 1,096.55 1,332.47 4,738.12
Less: Disallowance - Interest/hotel
cost
Concession fee 111.26 147.46 152.40 167.60 213.01 791.73

Waiver and bad debts

Total operating expenditure 684.67 972.19 1,063.36 1,264.15 1,545.48 5,529.85

7.2 Authority's examination regarding operating expenses for the Third Control Period

7.2.1 The Authority has evaluated the submissions made by BIAL relating to operational expenditure. The
Authority's analysis of various expenses under operational expenditure is given below.

Personnel Cost

7.2.2 The Authority noted the submissions of BIAL relating to personnel cost. The Authority analyzed the

trend in total personnel cost for the Third Control Period and observed that BIAL hall projected the
personnel cost to increase by 41% in FY23 and 31% in FY25. The details are produced below:

Table 113: Trend in total personnel cost as submitted by BIAL

Operating expenses

Personnel expenses

% change

FY 2020

202

FY2021

9%

FY 2022

248

12%

FY 2023

348

41%

FY 2024

393

13%

FY202S

514

31%

FY 202ll

582

13%

7.2.3 The Authority sought clarifications from BIAL on the basis of projections of personnel cost. BIAL
submitted that the increase in personnel cost was due to two factors:

• Addition of manpower due to business growth and opening ofT2 Phase I

• Annual increment of 10% each year with market correction 01'2% once in 3 years

7.2.4 The submission ofBIAL is produced below for reference :

Table 114: Basis of projections of personnel cost as submitted by BIAL

Particulars
FY FY FY FY FY FY FY FY FY

2018 2019 2020 2021 2022 2023 2024 2025 2026
Manpower proposed by

881 1.052 1,227 1.247 1.258 1,624 1,663 1.878 1.904
BIAL
Manpower additions

II 26 39 26 26
towards business growth
Manpower additions

0 340 0 189 0
towards T2 Phase I

Annual increments (in %)' 171 175 20 II 366 39 215 26

% increase in manpower
19.41 16.63

1.63% 0.88%
29.09

2.40%
12.93

1.38%
% % % %

Annual increments (in %) 10% 12% 10% 10% 12%
• annual increments are different than the increase in the personnelcost due 10 addition of employees in the mid-year

7.2.5 The Authority noted that the manpower increase was largely attributed to the commissioning of
Terminal 2 Phase I. The Authority noted that the BIAL has already added 171 and 175 employees in
FY 19and FY20 respectively before the impact ofCOVID on trafflc in FY21. The Authority notes that
the employee addition during FY 19and FY20 will be for the new south parallel runway operations and
the new facilities proposed to be commissioned in FY21 which is now expected to commission in
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FY22. Further, the Authority noted from the traffic forecast that the proposed Terminal 2 will not
operate at peak capacity till the end of the Third Control Period and the usage of Terminal 2 can be
optimized to cater to the limited traffic. Therefore, the Authority is of the view that the manpower
addition proposed by BIAL is not in proportion to the increase in traffic at the airport and also the
manpower requirement can be met by the manpower addition already undertaken by BIAL in FY19,
FY20 and FY21. Therefore, the Authority proposes to consider 10% increase in manpower in FY23
and FY25 during the Third Control Period.

7.2.6 The Authority analyzed the personnel cost/employee and observed the following trend:

Table 115: Trends in personnel cost/employee

Operating expenses
FY FY FY FY FY FY FY FY FY

2012 2013 2014 2015 2016 2017 2018 2019 2020

Personnel

cost/employee (INR 10.17 11.37 11.93 13.31 13.89 14.64 13.77 14.56 15.97

lukhs)

% change 11.79% 4.89% 11.55% 4.34% 5.43% -5.96% 5.77% 9.70%

5-year CAGR 7.55% 3.89% 4.06% 3.72%

8-year Cf\ GR (FY 12-
5.80%

FY20)

7.2.7 The Authority noted that BIAL had projected the personnel cost!employee at a higher growth rate for
the Third Control Period. The Authority proposes to revise the growth rate of personnel cost! employee
for the Third Control Period to 5.8% (8-year CAGR for the period FY12-FY20) and accordingly
proposes to recalculate the personnel cost for BIAL.

7.2.8 The Authority proposes to consider the allocation ratio of FY20 as the allocation ratio for the Third
Control Period.

7.2.9 The Authority has also considered the revised FY21 personnel costs based on the true-up chapter to
forecast the personnel cost for the Third Control Period.

7.2.10 The Authority proposes to true-up the personnel cost based on actua!s during the next control period.

7.2.11 Based on the above, the personnel cost proposed by the Authority for the Third Control Period is as
follows:

Table 116: Personnel cost for the Third Control Period proposed by the Authority

FY FY FY FY FY FY FY
Total

Operating expenses
2020 2021 2022 2023 2024 2025 2026

(FY22-

FY26)

Personnel cost/employee 15.97 16.93 17.9) 18.95 20.05 21.21 22.44 101

% increase 6.01% 5.80% 5.80% 5.80% 5.80% 5.80%

Number of Employees 1.227 1,247 1,247 1.372 1.372 1,S09 1,509 7.008

% increase 1.63% 0.00% 10.00% 0.00% 10.00% 0.00%

Total Personnel Cost 195.97 211.14 223.38 259.97 275.04 320.09 338.65 1,417

Aero allocation ratio 88.94% 88.94% 88.94% 88.94% 88.94% 88.94% 88.94%

Aero personnel cost 174.29 187.78 198.67 231.21 244.61 284.68 301.18 1,260

O&M Cost

7.2.12 The Authority noted the submissions of BIAL relating to O&M cost. The Authority analyzed the trend
in total O&M cost for the Third Control Period and observed that BIAL had projected the O&M cost
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to increase by 61% in FY22 & FY23 and thereafter an increase of 35% in FY26 . The details are

produced below:

Table 117: Trends ill total O&M cost as submitted by BIAL

FY FY FY FY FY FY FY
Total

Operating expenses
2020 2021 2022 2023 2024 2025 2026

(FY22-

FY26)

Total O&M cost as per BIAL 138 134 216 347 386 445 603 1,997

% change -3% 61% 61% 11% 15% 35%

7.2.13 The Authority made the following observations with regards to the submissions made by E31AL on

O&M :

• SIAL had calculated the O&M cost as a percentage of gross block. SIAL has computed O&M

Landside, O&M-Airtield, O&M-Utilities and O&M-ICT cost based on the percentage gross block

that is, 1.92%,0.63%, 1.88% and 7.00% for landside, airside, utilities and ICT, respectively .

• The increase in total O&M costs is largely attributable to the increase in O&M - Infra costs from

FY22 to FY23 due to asset addition. In addition, the O&M ICT costs have also shown an increase

from FY21 to FY22 and then later from FY25 to FY26.

• O&M Infra costs, O&M ICT and O&M-others costs have been projected to increase by 10% year

on year by SIAL.

7.2.14 The Authority noted that SIAL had incorrectly added the O&M-Landside cost in the O&M-ICT

expenses and had incorrectly linked some of the asset addition to compute the O&M costs . The

Authority has undertaken appropriate revisions in this regard.

7.2.15 The Authority proposes to calculate the O&M costs based on the percentage of gross block. However,

the Authority noted that SIAL has considered higher percentages for the maintenance of the newer

assets based on past trends . The Authority is of the view that comparison with the historical O&M costs

as a % of gross block will not provide the right benchmark for forecasting the future O&M costs as

SIAL's facilities were operating at peak capacity till FY20 and the Authority has noted from the

proposed traffic forecast that the new terminal building, new apron and new south parallel runway

would not operate at their peak capacity till the end of the Third Control Period.

7.2 .16 Further. the Authority is of the view that the newer assets generally require less O&M costs as a

percentage of their gross block compared to older assets.

7.2.17 The Authority has also noted that it is providing SIAL with the sustaining capital expenditure to

undertake the special repairs in addition to the O&M costs.

7.2.18 Considering the above factors , the Authority proposes to consider the following percentages of the

respective gross block to forecast the O&M costs for the Third Control Period:

Table 118: O&M cost % of the respective gross block proposed by the Authority for the Third Control
Period for the assets proposed to be capitalized in the Third Control Period

Year O&M - Infrastructure (Iandside, airfield and utilities) O&M-ICT

Year I (year of capitali zation) 0.00% 0.00%

Year 2 0.50% 5.00%

Year 3 0.60% 5.00%

Year4 0.75% 5.00%

Year 5 onwards 1.00% 5.00%
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7.2.19 The Authority noted that SIAL has considered the FY20 capital expenditure as new asset addition to
forecast the O&M costs for the Third Control Period instead of considering it as part of the existing
O&M costs of FY21. The Authority proposes to consider the existing O&M costs of FY21 as base to
forecast the O&M costs for assets capitalized till FY20 and consider only the additions from FY21
onwards to forecast the O&M costs of Third Control Period (note that the O&M costs for capitalized
assets of FY21 in year I is 0 and therefore, it has to be considered in FY22).

7.2.20 The Authority noted that SIAL had forecasted the O&M costs to increase by 10% year on year. The
Authority proposes to forecast the O&M costs to increase by inflation in line with the growth rate
proposed for general admin cost and unit cost of utility.

7.2.21 The Authority proposes to consider allocation ratio of O&M cost for the Third Control Period based
on the allocation ratio of assets for the Third Control Period.

7.2.22 The Authority noted that SIAL has considered its savings due to cost optimization measures in the
O&M-Other costs. The Authority proposes to consider these cost savings in the O&M-Other costs.

7.2.23 The Authority proposes to review the need and justification for incurring the actual O&M costs during
the Third Control Period and proposes to true-up the O&M costs, accordingly.

7.2.24 Based on the above, the O&M cost proposed by the Authority for the Third Control Period is as follows:

Table 119: O&M cost proposed by the Authority for the Third Control Period

Total

Operating expenses FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 (FY22-

FY26)

TOlal O&M running cost
79.89 86.64 121.89 136.29 153.82 177.29 675.93

• Infra

Total O&M costs - [C'l' 28.61 30.01 54.26 56.92 59.71 62.64 263.54

Total other O&M costs 25.48 13.68 14.84 16.05 17.33 18.67 80 .57

Total O&M costs 133.98 130.32 190.99 209.27 230.86 258.60 1,020.04

Allocation Ratio - Other
89.64% 89.59% 88.42% 88.28% 88.07% 87.84%

O&M costs

Total aero O&M costs 120.10 116.76 168.87 184.74 203.31 227.15 900.84

Lease Rent

7.2.25 The Authority noted that a land lease deed was executed between Karnataka State Industrial Investment
and Development Corporation Limited (KSIlDC) and SIAL on 30'h April 2005 according to which:

• The lease rental from airport opening date till end of7 years will be 3% of total site cost (INR 175
cr.).

• For the 8'h year, the lease rental shall be 6% of total site cost (INR 175 Cr.).

• For every following year, the lease rent shall be equivalent to lease rental of previous year plus
additional 3%.

7.2.26 The Authority noted that additional land was leased to SIAL by KSIIDC as per the following terms:

• The lease rental from airport opening date till end of7 years will be 3% of total cost of additional
land (INR 36.78 Cr.) .

• For the 8'h year, the lease rental shall be 6% of the additional land cost (INR 36.78 Cr.).
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• For every following year, the lease rent shall be equivalent to lease rental of previous year plus
additional 3%.

7.2.27 The Authority noted that BIAL had allocated 100% of lease rentals to aeronautical expenditure.

7.2.28 The Authority noted from the land lease deed that a total of 4009 acres of land has been allocated to
BIAL. The Authority also notes that BIAL through its subsidiary BACL shall be monetizing land for
non-aero activities in the Third Control Period. Accordingly, the Authority proposes to consider land
usage by BACL as non - aeronautical and revise the allocation ratio accordingly. The computation of
revised allocation ratio (based on land usage) is given below:

Table 120: Revised allocation ratio for lease rent as per the Authority

Particulars FY 2022 FY 2023 FY 2024 FY2025 FY 2026

BACL land use (in acres) 1.00 26.70 22.55 47.75 55.00

Cumulati ve BACL land use 1.00 27.70 50.25 98.00 153.00

Total Land (in acres) 4008.77 4008.77 4008.77 4008.77 4008.77

Aero area 4007.77 3981.07 3958.52 39 10.77 3855.77

Aero % 99.98% 99.31% 98.75% 97.56% 96.18%

7.2.29 Accordingly, the revised lease rentals for the Third Control Period considered by the Authority is given
below:

Table 121: Lease Rentals for the Third Control Period considered by the Authority

Operating expenses FY 2022 FY 2023 FY 2024 FY2025 FY 2026 Total

Lease Rentals 15.11 15.56 16.03 16.51 17.00 80.21

Revised allocation ratio 99.98% 99.31% 98.75% 97.56% 96.18%

Aeronautical lease rentals 15.10 15.45 15.83 16.11 16.36 78.85

Utility

7.2.30 Utility cost includes power, water and fuel expenses. The Authority noted the submissions of BIAL
relating to utiIity costs.

7.2.31 BIAL submitted on 13 January 2021 that it has omitted the additional contract demand and power
requirement for the expansion in facilities during the Third Control Period and requested the Authority
to include it for the computation of the power cost. The Authority examined the submission of BIAL
and proposes to include the additional contract demand and power consumptions for the expansion of
facilities in the Third Control Period.

7.2.32 The Authority sought from BIAL the existmg demand charges and the consumptions charges
applicable in FY21. BIAL submitted that the demand charges is INR 240 per kVA per month and
power unit charges is INR 6.39 per kWh for FY21.

7.2.33 The Authority noted that BIAL has proposed to increase the demand charges by 5% per annum in the
Third Control Period. The Authority noted from the previous years that the CAGR of demand charges
is 1.5% from 2009 to 2021 and therefore, proposes to consider nil increase in the demand charges for
the Third Control Period.

7.2.34 The Authority noted that BIAL had proposed to increase the power and water unit charges by 7% per
annum. The Authority proposes to increase the power and water unit charges by inflation during the
Third Control Period.
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7.2.35 The Authority noted that BIAL has proposed a recovery % as - 35% of the total power costs. The
Authority noted from the previous years that the recovery % has been - 50% of the power costs. The
Authority proposes to consider the recovery % as - 50% of the total power costs for the Third Control
Period.

7.2.36 The Authority had sought BIAL's response on the water savings on account of commissioning of the
rainwater harvesting ponds (RWH) from FY22 onwards. BIAL had submitted that it will source 50%

of the potable water requirements of the airport from the rainwater harvesting ponds. The Authority
proposes to revise the potable water consumption to be outsourced by BIAL after reducing the demand
met by the RWH.

7.2.37 The Authority understood from the submission that BIAL has taken utility costs (net of recovery) as
aeronautical. The Authority noted that BIAL had considered the utility recoveries from aeronautical
concessionaires such as cargo. ground handling, fuel farm and CUTE/ CUSS as non-aeronautical
revenues. Based on the Authority's decision in the Second Control Period, the Authurity proposes to
adjust these aeronautical utility recoveries from the aeronautical utility cost. The utility (net of
recovery) cost has been considered as 100% aeronautical. Hon'ble TDSAT judgement dated 16th

December 2020 has also upheld the stand of the Authority.

7.2.3H Based on the above changes, the net power cost computed by the Authority for the Third Control Period
is given in the tnblc below:

Table 122: Net power cost proposed by the Authority for the Third Control Period

Particulars 2022 2023 2024 2025 2026 Total
Contract demand (kVA) 15000 33000 45000 45000 45000 183000

Consumption (mn kWh) 77 125 125 125 125 576.73

Contract demand charges (INR per KVA perannum) 2880 2880 2880 2880 2880 14400

% increase 0.0% 0.0% 0.0% 0.0%

Power unit tariff(INR per kWh) 6.70 7.03 7.38 7.74 8.12 36.96

% increase 4.90% 4.90% 4.90% 4.90%

Contract demand cost(lNR cr.) 4.32 9.50 12.96 12.96 12.96 52.70

Power consumption cost(lNRcr.) 51.79 87.80 92.10 96.62 101.35 429.66

Total (lowercost (INR cr.) 56.11 97.30 105.06 109.58 114.31 482.37

Recovery % 51% 51% 49% 49% 50%

Net Ilowercost (INR cr.) 28.49 49.17 51.58 54.10 56.76 240.09

7.2 .39 Based on the above changes, the net water cost computed by the Authority for the Third Control Period
is given in the table below:

Table 123: Net water cost proposed by the Authority for the Third Control Period

Particulars 2022 2023 2024 2025 2026 Total

Potable waterrequirement - Existing(kl, perday) 1694 1778 1778 1778 1778 8806

Potable water requirement - Future (kl. perday) 0 2600 2600 2600 2600 10400

Potablewater requirement (kL per day) 1694 4378 4378 4378 4378 19206

Potable waterrequirement met through RWH 50% 50% 50% 50% 50%

Potable water requirement - payable by BIAL
847 2189 2189 2189 2189 9603

(kL per day)
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Particulars 2022 2023 2024 2025 2026 Total

Cost of potable water (INR per kl.) 98.21 103.03 108.07 113.37 118.92 542

% increase 4.90% 4.90% 4.90% 4.90%

Potable water cost (INR cr.) 3.04 8.23 8.63 9.06 9.50 38.46

Recovery % - potable water 45.00% 45.00% 45.00% 45.00% 45.00%

Net potable water cost (INR cr.) 1.67 4.53 4.75 4.98 5.23 21.15

Raw water - consumption (crore kl.) 0.04 0.07 0.07 0.07 0.07 0.33

Cost of raw water (lNR per kl.) 26.60 27.90 29.27 30.70 32.21 146.68

% increase 4.90% 4.90% 4.90% 4.90%

Raw water cost (INR cr.) 0.97 2.04 2.14 2.24 2.35 9.74

Net water cost (INR cr.) 2.64 6.56 6.89 7.22 7.58 30.89

7.2.40 Accordingly, the revised aeronautical utility cost for the Third Control Period proposed by the

Authority is given below:

Table 124: Aeronautical utility cost proposed by the Authority for the Third Control Period

Particulars 2022 2023 2024 2025 2026 Total

Net power cost 28.49 49.17 51.58 54.10 56.76 240.09

Net water cost 2.64 6.56 6.89 7.22 7.58 30.89

Less: Aero utility recoveries 2.91 5.22 5.47 5.74 6.02 25.37

Aeronautical utility cost 28.21 50.51 52.99 55.59 58.31 245.61

Insurance

7.2.4 I The Authority noted the submissions of SIAL relating to insurance. The Authority noted that SIAL

had considered a higher premium rate for the Third Control Period while historical trends reveal a

comparatively lower premium rate. The Authority accordingly proposes to:

• Revise the premium rate as 0.07%, based on the average premium rate for the period FY 17-FY21,

to forecast insurance cost for the Third Control Period.

• Consider the aeronautical gross block ratio for allocation of insurance cost for the Third Control

Period.

7.2.42 The insurance cost considered by the Authority for the Third Control Period is given below:

Table 125: Insurance cost considered by the Authority for Third Control Period

Operating expenses FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 Total

Insurance Cost 4.96 10.32 10.67 10.81 10.99 47.76

Allocation Ratio 87.46% 87.51% 87.50% 87.49% 87.54%

Aero insurance cost 4.34 9.03 9.34 9.46 9.62 41.79

Rates and Taxes

7.2.43 The rates and taxes majorly include the expenses related to payment of property tax. The Authority

noted that SIAL had allocated 100% of rates and taxes to aeronautical expenditure.
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7.2.44 The Authority noted that the SIAL has projected the rates and taxes by linking it with the inflation and
the increase in area due to capacity addition. The Authority proposes to consider these growth rates on
the revised rates and taxes of FY 2021.

7.2.45 Similar to the treatment followed by the Authority for lease rentals. the Authority proposes to allocate
the rates and taxes into aeronautical and non - aeronautical based on the land usage. Accordingly. the
rates and taxes proposed by the Authority for the Third Control Period is as follows:

Table 126: Rates and taxes for the Third Control Period considered by the Authority

FY FY FY FY FY FY
Total

Operating expenses (INR cr.)
2021 2022 2023 2024 2025 2026

(FY22-
FY26)

Total Rates and Taxes as per
8.29 8.70 12.60 13.22 13.87 14.55 62.93

Authority

Intlation (%) 4.90% 4.90% 4.90% 4.90% 4.90%

% growth due 10 increase in area (%) 0.00% 40.00% 0.00% 0.00% 0.00%

Revised allocation ratio (%) 99.98% 99.31% 98.75% 97.56% 96.18%

Aeronautical Rates and Taxes as per
8.69 12.51 13.05 13.53 13.99 61.78

Authority

Marketing & Advertisement

7.2.46 The marketing & advertisement expenses include collection cost and sales & marketing expenses.

7.2.47 The Authority noted the submissions of SIAL relating to marketing and advertisement expenses. The
Authority proposes to calculate the marketing and advertisement by calculating the collection cost and
sales & marketing cost separately and adding them to arrive at the total marketing and advertisement
cost for the airport.

7.2.48 The approach taken by the Authority to forecast the collection cost is given below:

• The Authority proposes to forecast the collection cost based on the revised domestic and
international traffic numbers projected by the Authority.

• To consider collection cost as 100% aeronautical

7.2.49 'The Authority noted that SIAL had considered an increase of 10% year on year for the sales and
marketing cost along with a one-time expense of INR 5 cr. in FY22 for the marketing of new Terminal
2.

7.2.50 The approach taken by the Authority to forecast the sales and marketing cost is given below:

• Similar to the approach taken by the Authority in the Second Control Period, the Authority
proposes to consider the increase in sales and marketing expenses as 10% year on year.

• The Authority noted that the study on operating expenses has considered the revised sales and
marketing costs for the Second Control Period. The Authority proposes to consider the revised
sales of marketing cost of FY20 as base to forecast the sales and marketing for the Third Control
Period.

• The Authority proposes to consider the expense related to marketing ofTI as a one-off expense in
FY22.

•
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7.2.51 Accordingly, the sales and marketing expenses considered by the Authority for the Third Control
Period is given in the table below:

Table 127: Sales and marketing expenses considered by the Authority for the Third Control Period

Operating expenses FY2021 FY 2022 FY 2023 FY 2024 FY2025 FY 2026 Total*
Sales and marketing cost -

4.31 4.74 5.22 5.74 6.31 6.95 28.96
Nominal increase

% increase 10% 10'% 10% 10% 10%

Sales and marketing cost-
Onetime expense (relating 5.00 5.00
to T2)
Total sales and

4.31 9.74 5.22 5.74 6.31 6.95 33.96
marketing cost
Aeronautical ratio 84.80% 84.80% 84.80% 84.80% 84.80% 84.80%

Aeronautical sales and
3.66 8.26 4.42 4.87 5.35 5.89 28.80

marketing cost - Revised
'Total is calculated for the per iod FY22 - FY26.

7.2.52 Based on the above, the aeronautical marketing and advertisement expenses considered by the
Authority for the Third Control Period is given below:

Table 128: Marketing and advertisement expenses considered by the Authority for Third Control
Period

Operating expenses
FY FY FY FY FY

Total
2022 2023 2024 2025 2026

Aeronautical collection cost 4.67 7.50 8.75 10.18 11.86 42.96

Aeronautical salesand marketing cost 8.26 4.42 4.87 5.35 5.89 28.80

Aeronautical marketing and advertisement cost 12.93 11.92 13.62 15.54 17.75 71.76

Corporate Social Responsibility

7.2.53 The Authority noted from the directions given by Hou'ble TDSAT in its judgement dated 16th

December 2020 that the CSR expenditure is considered as part of operating expenditure. The decision
of Hon' ble TDSAT is produced below for reference:

..... The decision ofthe Authority to not allow CSR expenditure as a cost ofthe Airport Operator is not

proper and is set aside. The Authority shall pass consequential orders so as to prevent loss of or
reduction in the determined fair return to the equity holders. Necessary truing-up exercise shall be
done accordingly. .. "

7.2.54 Accordingly, the Authority has categorized the CSR expenses as common and computed the
aeronautical CSR based on the aeronautical profit before tax. The revised aeronautical CSR expenses
is given below:

Table J29: Aeronautical CSR considered by the Authority for the Third Control Period

Aero revenues 959 829 333 951 1,601

30% or non-aero revenues 0 0 0 0 0

Aero operational expense -370 -422 -408 -494 -594

Particulars 2019 2020 2021 2022 2023
Total

2024 2025 2026 (FY22-

FY26)

1.960 2,395 2,928 9.834

0 0 0 0

-645 -731 -804 -3.268
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Total
Particulars 2019 2020 2021 2022 2023 2024 2025 2026 (FY22-

FY26)

EBITDA 590 406 -76 457 1,007 IJl5 1,664 2,123 6,567

Aero Depreciation -276 -193 -250 -391 -542 -555 -549 -550 -2,587

Interest expenses -94 -I 18 -162 -203 -597 -580 -549 -515 -2.443

Aero PBT 220 95 -488 -137 -132 180 567 1,059 1,537

AverageAero PBT (last
-58 -177 -252 -30 205 -311

3 financial years)
Aeronautical CSR
expenses (2% of average 0.00 0.00 0.00 0.00 4.10 4.10
PBT)

General Administration Cost

7.2.55 The general admin costs consist of consultancy & legal, travel costs and office costs.

7.2.56 The Authority noted the submissions of SIAL relating to general admin costs. The Authority noted that
SIAL had considered a year on year increase of 10% for travel costs and consultancy & legal. Similarly,
SIAL had also considered a year on year increase of 10% for office costs with the exception of FY23,
where the office costs have increased by 80%. The submission of BIAL is detailed in the table below:

Table 130: % increase in general admin costs submitted by RIAL

Revenues FY2021 FY 2022 FY 2023 FY 2024 FY2025 FY 2026

Consultancy and Legal 16.02 17.63 19.39 21.33 23.46 25.80

Travel Costs 6.22 6.84 7.52 8.27 9.10 10.01

Office Costs 17.19 18.91 34.04 37.45 41.19 45.31

% increase in consultancy & legal 10% 10% 10% 10% 10%

% increase in travel costs 10% 10% 10% 10% 10%

% increase in officecosts 10% 80% 10% 10% 10%

Total general admin cost 39.43 43.38 60.95 67.05 73.75 8 1.13

Allocation Ratio 91.33% 91.33% 91.33% 91.33% 91.33% 91.33%

Aeronautical General admin cost 36.01 39.62 55.67 61.24 67.36 74.10
*Total is calculated for the period FY22 - FY26 .

7.2.57 The Authority proposes to calculate the general admin costs as below:

Total*

107.60

41.74

176.91

326.26

297.98

• The Authority proposes to increase in consultancy & legal by inflation year on year.

• The Authority proposes to increase of intlation for office costs with the exception of FY23, where
the office costs have been moderated to increase by 30% to account for the increase in the number
of employees

• The Authority proposes to consider the increase in travel costs to reach pre-COVlD levels by FY25.

• The Authority noted that consultancy and legal and office expenses are costs of fixed nature and
therefore, proposes to consider their costs of FY21 as base value for Third Control Period forecast

• To consider allocation ratio of general admin expenses as 90%, that is, the allocation ratio for
FY21.

7.2.58 Based on the above, the general admin expenses considered by the Authority for the Third Control
Period is given below:
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Table 131: General admin costs considered by the Authority for Third Control Period

Operating expenses FY2021 FY 2022 FY 2023 FY 2024 FY2025 FY 2026 Total
Consultancy and Legal 15.16 15.90 16.68 17.50 18.35 19.25 87.68
% increase 4.90% 4.90% 4.90% 4.90% 4.90%

Travel Costs 0.18 0.20 1041 2.83 5.65 6.22 16.30

% recovery to pre-COYI D levels 10.00% 25.00% 50.00% 100.00% 11 0.00%

Office Costs 11043 11.99 15.59 16.35 17.15 17.99 79.08

% increase 4.90% 30.00% 4.90% 4.90% 4.90%

Total general admin cost 26.77 28.09 33.68 36.67 41.16 43.46 183.07

Allocation Ratio 90.00% 90.00% 90.00% 90.00% 90.00% 90.00%

Aeronautical general admin cost 24.09 25.28 30.31 33.01 37.04 39.12 164.76
• pre-COVID travel costs considered as travel costs for FY20 as per Business Plan submitted by RIAL

Cuncessiun Fcc

7.2.59 As per Clause 3.3 of the concession agreement signed between BIAL and the Government of India,
BIAL has to pay a concession fee amounting to 4% of the gross annual revenue every year.

7.2.60 The Authority noted the submissions ofRIAJ. relating to concession fee. The Authority notes that the
tariff computation for BIAL is undertaken on hybrid till basis and the aeronautical concession fee for
BIAL will be computed as 4% of the aeronautical revenues.

7.2.61 The Authority noted that BIAL has computed the concession fee on the net aggregate revenue
requirement instead of the forecasted aeronautical revenues. The Authority proposes to consider the
concession fee on the forecasted aeronautical revenues.

7.2.62 Accordingly, the aeronautical concession fee considered by the Authority for the Third Control Period
is given below:

Table 132: Aeronautical concession fee considered by the Authority for the Third Control Period

Revenues FY 2022 FY 2023 FY 2024 FY2025 FY 2026 Total
Aviation Revenues 743.76 1.362.73 1.696.06 2.085.21 2,580.70 8,468
Aviation Concession Revenues 206.85 237.87 264.33 309.90 346.99 1,366
Less: Collection cost 4.67 7.50 8.75 10.18 11.86 43
Total revenues 945.94 1,593.10 1,951.63 2,384.93 2,915.82 9,791
Percentage 4.00% 4.00% 4.00% 4.00% 4.00%

Aeronautical Concession Fees 37.84 63.72 78.07 95.40 116.63 391.66

ORAT

7.2.63 BIAL in its submission has proposed an Operational Readiness and Airport Transfer (ORAT) program
which is a 2-year program till FY22 for planning, executing and successful opening of the new
Terminal 2.

7.2.64 BIAL has further submitted the following key components of the ORAT program:

• "Operational Readiness - Plan, detail and develop all operational documentation such as SOPs,
Manuals and SLA (Service Level Agreements) with all internal and external stakeholders, such as
airlines, ground handlers and authorities.

• Familiarization & Training - Plan, develop and execute familiarization and training sessions for
all stakeholders to operate in Terminal 2 with new systems. This workstream includes a budget for
procuring logistics as well as state of the art training and familiarization methodologies.
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• Trial Program - Plan, develop and execute a Trial Program that will encourage all BIAL Terminal
2 users to test and trial all facilities and procedures prior to the opening. This program contains
basic, advanced, and fully integrated trials to simulate future operations in order to anticipate and
mitigate any operational challenges of the airport. This workstream responds to a large amount of
the ORAT budget as it includes all stakeholders and a rehearsal of future operations up to 180 times
prior to the opening.

• Airport Transfer - This workstream focusses on the planning and physical relocation of airlines,
authorities and all other stakeholders that will be future end-users of Terminal 2. The main budget
here is for planning, logistics and security of the airport (or terminal) transfer.",

7.2.65 BIAL has submitted ORAT expenses of INR 46.14 cr. whose breakup is given below:

Table 133: Breakup of OR AT expenses as per BlAL's submission

Project Total cost (in INR cr.)

ORAT core team 7.55

ORAT SI'OCs 16.64

ORAT delivery specialists 12.90

Facilities lor training rooms 1.25

Costof external trainers 1.25

Preparing footprints, barricading. systems operating costs 2.00

Transportation required for taking staff & public volunteers to site lor trials 0.50

Fees lor facilitating andextending support services lor trials 2.00

Signages, folders. hard helmet. jackets andsafety shoes 0.50

Bags. boarding cards. Mock up's. megaphones & other materials (or trials 1.00

Vehicles lor site 0.55

Total 46.14

7.2.66 The Authority noted the submissions of BIAL on ORAT. BIAL has submitted ORAT as a part of
capital expenditure for the Third Control Period. However, the Authority is of the view that since this
is an expense related to airport operations, it should be a part of operational expenditure and hence,
proposes to consider it as part of opex for the Third Control Period.

7.2.67 Accordingly, the ORAT expenses proposed by the Authority for the Third Control Period is as follows:

Table 134: ORAT proposed by the Authority for the Third Control Period

Particulars I FY 2022 FY 2023 I FY 2024 FY2025 I FY 2026 I Total

ORAT I 46.14 0.0 I 0.0 0.0 I 0.0 I 46.14

Summary of Operational expenditure

7.2.68 Based on the material produced above, the total operational expenditure proposed by the Authority for
the Third Control Period is given below:

Table 135: Total opex proposed by the Authority for the Third Control Period

Operating expenses FY 2022 FY 2023 FY 2024 FY2025 FY 2026 Total

Personnel expenses 223.38 259.97 275.04 320.09 338.65 1.417.14

O&M 130.32 190.99 209.27 230.86 258.60 1.020.04

Lease Rent 15.11 15.56 16.03 16.51 17.00 80.21

Utilities 28.21 50.51 52.99 55.59 58.31 245.61

Insurance 4.96 10.32 10.67 10.81 10.99 47.76
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Operating expenses FY 2022 FY 2023 FY 2024 FY2025 FY 2026 Total

Rates & taxes (other than IT) 8.70 12.60 13.22 13.87 14.55 62.93

Marketing & Advertising 14.42 12.72 14.49 16.50 18.81 76.92

CSR 13.70 13.22 11.90 15.72 19.86 74.41

General admin costs 28.09 33.68 36.67 41.16 43.46 183.07

Total operating expenses 466.89 599.58 640.29 721.11 780.23 3,208:10

Concession fee 50.55 84.49 103.47 126.71 155.25 520.47

DRAT 46.14 0.00 0.00 0.00 0.00 46 .14

Total operating expenditure 563.58 684.08 743.76 847.81 935.48 3,774.71

7.2.69 The allocation ratio considered by the Authority for the Third Control Period is given below:

Table 136: Operational expenditure aeronautical allocation ratio proposed by the Authority for the

Third Control Period

Operating expenses FY 2022 FY 2023 FY 2024 FY2025 FY 2026

Personnel expenses 88.94% 88.94% 88.94 % 88.94% 88.94%

O&M (others) 89.59% 88.42% 88.28 % 88.07% 87.84%

Lease Rent 99.98% 99.31 % 98.75% 97.56% 96.18%

Utilities 100.00% 100.00% 100.00% 100.00% 100.00%

Insurance 87.46% 87.51 % 87.50 % 87.49% 87.54 %

Rates & taxes (other than IT) 99.98% 99.31% 98.75% 97.56% 96.18%

Collection Cost 100.00% 100.00% 100.00% 100.00% 100.00%

Marketing & Advertising 84.80% 84.80% 84.80 % 84.80% 84.8 0%

General udmin costs 90.00% 90.00 % 90.00% 90.00% 90.00 %

7.2.70 Accordingly, the aeronautical operating expenditure proposed by the Authority for the Third Control

Period is given below:

Table 137: Aeronautical operating expenditure proposed by the Authority for the Third Control

Period

Operating expenses FY 2022 FY 2023 FY 2024 FY2025 FY 2026 Total

Personnel expenses 198.67 231.21 244.61 284.68 301.\8 1.260.35

O&M 116.76 168.87 184.74 203.31 227.15 900.84

Lease Rent 15.10 15.45 15.83 16.11 16.36 78.85

Utilities 28.21 50.51 52.99 55.59 58.31 245.61

Insurance 4.34 9.03 9.34 9.46 9.62 41.79

Rates & taxes (other than IT) 8.69 12.51 13.05 13.53 13.99 61.78

Marketing & Advertising 12.93 11.92 13.62 15.54 17.75 71.76

CSR 0.00 0.00 0.00 0.00 4.10 4.10

General udmin costs 25.28 30.31 33.01 37.04 39.12 164.76

Total operating expenses 409.99 529.83 567.19 635.25 687.58 2,829.84

Concession lee 37.84 63.72 78.07 95.40 116.63 391.66

DRAT 46.14 0.00 0.00 0.00 0.00 46.14

Total operating expenditure - Aero 493.96 593.56 645.25 730.65 804.21 3,267.63

7.3 Stakeholder comments regarding operating expenses for the Third Control Period

7.3.1 Subsequent to the stakeho lder consultation process, the Authority has received commentsl views from

various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 101
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2021-22 with respect to operating expenses for the Third Control Period. The comments by

stakeholders are presented below:

RIAL's comments on operating expenses for the Third Control Period

7.3.2 The comments from BIAL with regards to the operating expenses are given below:

Context awl basisfor forecasting costsfor Third Control Period

• "BIAL has always managed its costs vel)' efficiently with stringent measures of Budgeting.
controlling and reviews together with staggering and postponements ofcosts wherever possible,

at the same time maintaining service quality standards . These are demonstrated by BIAL 's costs
being benchmarked as one of the lowest as per the study report being published as part of the

Consultation Paper (Appendix /II) and the ASQ ratings consistently maintained by BIAL and the
various awards conferred upon BIAL. Below graphs demonstrate BIAL 's efficiency of Operating
Expenses which has been duly noted and recognized by AERA.

Total operational expenditure/pax for comparable airports

250
217

150

100

2017 2018 2019 2020

• BIAL • DIAL • HIAL • MIAL
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Total operational expenditure/ATMs for comparable
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• BlAL is in the midst ofimplementing a large-scale expansion project during unprecedented times,

when the entire Industry is grappling with the Covid-/9 pandemic situation. In addition to running

efficient Airport Operations as confirmed in the study report, in order to adequately plan and be

ready for/acing this unprecedented challenging situation, BlAL has embarked upon cost savings

initiatives as has been explained in the /\tIYTP submissions and elaborated during the Stakeholder

consultations. Some ofthe actions taken are reproduced below. These cost optimization measure

have resulted in significant savings in FY 21:

• Optimum utilisation of machinery/assets/services in line with traffic (X ray machine,

DFMD, HVAC, shutdown ofareas in terminal, Shuttle bus service, employee transportation, pool

vehicle. trolleys in circulation etc).

• Reduction in YOY escalation for all AMC/CAA,/C contracts and negotiated for onetime

special discounts from vendor partners.

• Optimisation of outsourced manpower in line with business requirement and improvement

in efficiency (Land side tragic. Security. Housekeeping, Safety, Trolley management etc)

• Concerted efforts towards lower consumables and spares spend

• Headcount and Personnel costs

• Freeze on all new hires for FY 2/ (only mandatory replacements hired); no increments given in

FY 20.

• Only rolled out committed new appointments made in Feb - Mar 2020

• Other Measures

o Travel costs reduced with foreign travel reduced to nil

o Most e.xternal consultancy contracts cancelled except for required ones - legal, AERA, tax, audit

etc.
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o Events like stakeholders' events, employee events, etc. being conducted on digital platform

o All discretionary spends are cancelled

Resi, tance to Chonge
Bandwidth Constrains
limited expert ise
Implementalion fallu'es

Noone looses theirJobs
Con SavingIn tune 0150 C,
EBITDA turns posit,ve
Cashflol'l turns positive
Potential sunalnable savings

Facing Challenges:

Obtaining Results

PaxNIL InAp,'20
ForecastDropllO%
EBITDA turns Negative

C,oss Organllalion Ownership
ChangeManagement
Governance, T,acking& Control
Recognition Program

Starting Point:

Driving 4 Core Principles:

'Rolnvent tho organizarion and tile way we work to
become agilo, nimble and future roady'

"Building on mutual trust & Commltment 'LcadcfShlp will proreCrJob& Employoe will prottlct COSr"

+

Timeline: 6Months

I I

BIAl2.0 - Operational Cost Optimization Initiative

• FY 21 cannot be considered as a base year as it is not a typical year due to drastic fall in traffic
and certain austerity measures which were taken in this year on this account. These austerity

measures cannot be continued during the coming years when the Traffic and Operations are

expected to return to normalcy. BIAL had considered FY 20 as the basis for making all projections
and the same should be adopted by the Authorityfor estimating the third control period costs. This

is also the practice followed by the Authority in case of other airports such as Chandigarh,
Mumbai, Delhi etc. as 2020-21 is not a representative year. The base year for traffic and the base

yearfor cost cannot be different .

• BIAL has carried out a detail ed bottom up estimation process for various expens es and based on
the detailed analysis, estimat ed costs for the Third Control Period was submitted by BIAL. Certain

assumptions made by the Authority do not appear reasonable andfair, given the past cost averages

and bottom up estimation being the basisfor BIAL 's submissions. BIAL is giving below the detailed

analysis and reasoning which BIAL requests the Authority to consider and update the same in the

MYTa.

• In view of the large scale expansion project being carried alit and all Internal accruals being

already deployedfor Capital Expenditure planned, it is imperative that the right level ofOperating
Expenditure is assessed and provided to BIAL, rather than a True up mechanism being available

to re-coup the costs, which will lead to cashjlow issues for BIAL in the Third control period

Responses011 Head-wise estimates by BIAL

Personnel Cost

• BIAL has managed the personnel cost efficiently in the past by ensuring optimal sizing of
personnel, staggering the headcount increases wherever possible to be deployed to a later point in

time, deferring replac ement ofopen positions during Covid-19
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Headcount increase

• BIAL has submitted thefollowing head count increase estimate for the third control period.

Particulars FY 20 FY 21 FY 22 FY 23 FY 24 FY 25 FY 26

Manpower proposed by SIAL 1227 1247 1258 1624 1663 1878 1904

Manpower additions towards business
growth 11 26 39 26 26

Manpower additions towards 12 Phase 1 0 340 0 189 0

• Business Growth additions were necessitated due to the following reasons:

o Vacancies on account of resignations in FY 21 could not be filled due to Covid-19 and hence
recruitments were deferred to the extent possible.

o Additional headcount for NSPR and other increased areas ofoperations in which the recruitments
were staggered and deferred to future years.

• During FY 21 only the already offered employments were honoured (38 head count) and only 4
other critical positions were filled. This demonstrates BIAL's austerity and caution in hiring
manpower and committing to additional costs.

• Manpower additions towards T2 Phase 1, Forecourts and allied functions were planned
considering the need to ensure optimal and critical manpower are deployed in FY 23 and further
additions are proposed in FY 25 once the traffic and operations starts growing post reaching Pre
Covid levels

Headcount increase in proportion to infrastructure

• Scale ofOperations are expected to grow manifold with large scale Infrastructure being added as
detailed below:

Infrastructure Existing/ Second Control period Third Control Period

Airside facility One Runway Two Runway - CAT IIIB

66 Aprons 147 Aprons

Terminal Expanded Terminal- 1.5 lakh sq. m Two Terminals - Total 4.0 lakh sq. m

Terminal Capacity 27 mppa 52 mppa

Landside Main Access Road .Main Access Road

connectivity South Access Road South Access Road

Southwest Connectivity

Secondary South Access Road

Landside access Open Car Park, Bus bay Multi modal Transport Hub

• A comparison of the existing Manpower strength and the incremental additions proposed (as
submitted in the MYTP forms) indicate that even though the Infrastructure capacity is being
increased by over 200% as above table, the manpower addition is not proposed in the same
proportion.
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• As can be seen from the above table, manpower additions are happ ening only in critical

depar tments such as Terminal Operations, Sec urity and Safety and E&M.

0 Desp ite a 200% increase in Terminal capacities , increase in manpowerfor Operations is onlyfrom

1019 numbers to 1527 numbers, less than 50%

0 BIAL has planned to ef fectively util ise the Engineering & Maint enance teams to manage the

additional f acilities and only a bare minimum increase in head count has been cons idered.

0 Certain additionsfor Airside Operations hav e been deferred towards the last ofthe control period

consider ing that usage 01'Airsidef acilities will be increased during that time, hence these additions

were deferre dfrom FY 23 to FY 25.

• This demonstrates that BIAL has, wherever possible, synerg ized and managed effic iencies in

plann ing the head count increases across the 5 years in the control period.

Headcount per pax ratio

• When a new infrastructure is added, the employee : passenger rati o tends to go up in the initial

years reaching an optimal level as the infr astructure usage increases over a period of time. BIAL

has submitted the following analysis during the discussions with the Authority on the manpower
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estimation. It is evident from the below table that with the headcount increase proposed by BIAL. 

and with traffic of 175 Mn as per the revised Traffic estimate submitted by BIAL during ATP, the 

employees to pax ratio is at its optimal levels. From the below, it is evident that the manpower .:1 

deployment at BIAL is at its optimal levels and will he better than the past efficiency benchmarks 

set. 

1st Control Period 

Particulars FYI2 FY13 FYI4 FYI5 FYI6 

Passenger (in million) 12.71 11.99 12.87 15.40 18.97 

Employee (in Nos) 734 759 784 780 814 
Employees per million pax (Nos) 58 63 61 51 43 

2nd Control Period 

Particulars FYI7 FYI8 FYI9 FY20 FY2I 

Passenger (in million) 22.88 26.91 33.31 32.36 . 10.91 

Employee (in Nos) 811 820 1,052 1,227 1.181 

Emolovees per million pax (Nos) 35 30 32 38 108 

3rd Control Period 

Particulars FY22 FY23 FY24 FY25 FY26 

Passenger (in million) 15.20 31.20 36 .60 42.50 49.40 

Employee (in Nos) 1,258 1,624 1,663 1,878 1,904 

Employees per million pax (Nos) 83 52 45 44 39 

•	 The headcount after commissioning of T2 Phase I translates to approx. 52 employees per 
million pax and is expected to progressively reduce to 39 employees per million pax by FY 26 

•	 A similar trend was noted after commissioning of Tl A, wherein 61 employees per million pax 
in FY N came down to 38 employees per million pax in FY 20 just before Covid-19 outbreak 

•	 By FY 26. considering the employee strength submitted by BIAL in its MYTP of I,904 handling 

a passenger through put of49.40 Mn pax (as per BIAL traffic submission for ATP) will end up 
at 39 employees per million pax which is almost in line with pre-covid numbers of38 employees 

per million pax 

•	 Authority has noted thefollowing in the Consultation Paper 

•	 7.2.5 The Authority noted that the manpower increase was largely attributed to the commissioning 
of Terminal 2 Phase I. The Authority noted that the BIAL has already added 171 and 175 

employees in FYI9 and FY20 respectively before the impact ofCovid-19 on traffic in FY21. The 

Authority notes that the employee addition during FY19 and FY20 will befor the new south parallel 

runway operations and the new facilities proposed to be commissioned in FY21 which is now 

expected to commission in FY22. Further. the Authority noted front the traffic forecast that the 

proposed Terminal 2 will not operate at peak capacity till the end ofthe Third Control Period and 

the usage ofTerminal 2 can be optimized to cater to the limited traffic. Therefore. the Authority is 

ofthe view that the manpower addition proposed by BIAL is not in proportion to the increase in 

traffic at the airport and also the manpower requirement can be met by the manpower addition 

already undertaken by BIAL in FY19. FY20 and FY21. Therefore. the Authority proposes to 

consider 10% increase in manpower in FY23 and FY25 during the Third Control Period. 

•	 BIAL submits that the key Headcounts additions in FY 19 and FY 20 have happened across the 

below mentioned departments. 
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Department Addition in FY Addition in FY Remarks 
2018-19 2019·20 

ARFF 129 3 Mandatory Requirement  NSPR 

Security Screening 21 31 Mandatory Requirement - Terminal 1 

Operations 

Terminal Operations 11 22 For Managing increase in passenger 

growth in Terminal 1 

Airside Operations 9 26 For Managing airside and passenger 

growth in Terminal 1 

Engineering and 11 37 For managing NSPR and other facilities 

Maintenance 

• 1/ is evidentfrom the above table that key additions have happened in ARFF/ Security Screening 

A irside operations etc. which were necessary to manage the increase in traffic andfor the new 

airs ide irfrastructurefacilities. 

• No headcounts have been addedfor facilities such as Terminal 2, Forecourt, A.fA.fTII and other 

Landsidefacilities that are under construction. 

• Hence, the Authority cannot consider the above headcount additions in FY 19 and FY 20 towards 

the manpower requirementfor the yet to be commissioned assets. 

• Authority has noted that Terminal 2 will nut operate I.It its peak capacity till the end of Third 

Control Period and usage can be optimized to cater to limited traffic. 

o As per Authority 's projections of traffic ur even considering BIAL 's revised estimate, Terminal 

operations will be at 80% 0/ capacity for 3 alit ofthe 5 years. There/ore, to assume that the 

Terminals will not operate at peak capacity is incorrect. 

o While the Operating Costs and manpower head count cannot be plannedfully linear in line with 

traffic and are largely driven by the need to run and maintain the facilities created, it is with this 

velY purpose in mind that BIAL had proposed a staggered increase in manpower as submitted 

above, which, as explained achieves efficiencies and maintains optimal balance ofteam to ensure 

that service quality levels as required are maintained. 

• While staggered head count additions have been implemented/or Terminal Operations, Security, 

Safety and E&/\11 in case a/Terminal I. Terminal 2 is an entirely new terminal and needs adequate 

staffing levels /0 handle the opera/ions and meet the service quality standards committed in the 

Concession Agreement. IJIAL has embarked on a staggered headcount addition approach fur 

Terminal 2 and other areas, with an objective to keep the costs efficient. 

• We request/he Authority to lake note ofthis approach as is evidentFum the proposed increase in 

headcount over the third control period and allow the headcount increases submitted by BIAL. 

• Authority 's headcount increase assumption ollO% dues nut have any rationale and is woefully 

short ofthe actual requirement needed /0 operate and maintain such a large terminal and the allied 

infrastructure. 

• BIAL submits that the estimations made are at granular level. considering the necessities of the 

airport, keeping in mind the need to balance and rationalize costs to the extent possible while at 

the same lime maintaining service quality level standards already set by IJIAL, always striving to 

improve efficiencies. Manning Airport at the levels proposed by the Authority, at the time ofsuch 
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Operating expen ses 
IT FY FY FY FY FYI FY FY FY 

2012 2013 2014 2015 2016 lO li 2018 2019 2020 
Personnel 
cost/employee (lNR 10.17 11.37 11.93 13.31 13.89 14.64 13.77 14.56 15.97 
lakhs) 
% change 11.79C!·Q 4.89% 1155% 4.34°10 5.43% -5.96% 5.77% 9.70% 

5-yearCAGR 7'i1% , R9% 4011% , 72% 

8-yearCAGR(fY12
5.80% 

FY20) 
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large facilities being created pose a serious threat ofslippages in service quality level benchmarks 

set by up. Hence, BIAL request the Authority to approve the estimates of head count increase 

proposed by BIAL which can be trued up based on actu als. 

Personn el cos t pel' emplovee/ escalation in employee cost 

•	 BIAL has submitted that the past trends ofcost escalations are in the range 0/ 10% with a 2% cos t 

correction, eve,)' 3 years. 

•	 Following analysis has been detailed by the Consultat ion Paper on the evaluation ofpast trends 

(~lCA GR ofcost per employee 

Table 92: Trends ill personnel cost/employee 

7.2.7 The Attthority noted that BIAL had projected the personnel cost/employee at a high er gro wth 

rate / or the Third Control Period. The Authority proposes to revise the grow th rate ofpersonnel 

cost/ employee for the Third Control Period to 5.8% (8-year CAGR /01' the period FY I2-FY20) 

and accordingly proposes to recalculate the personnel cost j ar BIAL. 

• BIAL would like to bring the following inconsistencies in th is analysis/or the consideration 0/ 
the Authority 

a. The comp utation has a f undamentalflaw in the workings that the cost pel' emp loyee is 

arrived at by dividing the total cost by number of employees. The work ings do not fa ctor 

varying changes in headcounts ofemployees j oining / leaving in the middle ofthe year which 

is commonfor any organization. 

b. Changes in headcounts and costs across various grades over the years is not 

considered. 

c. The above table indi cat es a negative trend in FY 18. BIAL has never had a case 0/ 
negat ive cos t increase (i.e. decline in cost) as increm ents are g iven in line with Industry 

benchmarks 

d. The CAGR arrived at cons iders the reduction in one year and hence the same is not 

realist ic as explained above 

e. The 5 year CAGR as sho wn by the Authority indicates volatility. which does not reflect 

the realist ic situation. 

I A uthority has provided/or a standard increase at other Airports but has adopted a 

different approach/or BIAL. 

•	 Following challenges are/aced by BIAL: 

a. A irport Industry is a niche area where Talent pool ava ilability is limit ed necessitating 

need to match salary exp ectations in line with industry standards. 
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b. With Privatisation and nell' airports coming up, there is a need to incentivize 

employees and ensuring talent retention is of key importan ce. 

c. KIA is located in Bangal ore, an IT hub where in the salary expectations are generally 

high er and talent retention in an airport which is situated far from the a irport requires 

maintaining industry standard costs. 

BIAL reproduces below one ofthe recent surveys carried out by AON on trends ofsalary increases. 

The average ofsalary increases across India in the last 10 years before Covid- 19 is rangin gfrom 

11.7% to 9.3 %. 

--india S~lary Increase Trends _ 
~010 ....'w u~ lr",,'it ... ! ...-,1, ,,.,. H 1U ~. l"""tS In ;l llt>f:.II W \' 1Ih fT1l1lfl.~ e ~, I ()I "i tet"ll 'Y l l f vl ~ r rlt,! Hll flo.L1 fl t U ~ ~ "lf l tk ll lr f.. ,~t 70;- 1 .... 
~'~ nq .. resu tqencn wdh the ~t~ ,.. r M num bers :.t1o'MrlQ~gn "" of IM:OWry 

9.3 9.5 9.3 

20 07 2008 2009 2010 2011 2012 201 3 2014 2015 2016 2017 2018 2019 2020 2021 
IP) 

• While the indu stry average salary increasefor FY 20 was 6.1% in spite ofCovid-19 pandemic, 

BIAL took immediate cost rationalization measur es in the interest ofstakeholder and no increase 

was gi ven to employees. Also. f or FY 2 1. BIAL 's Board appr oved salary increase levels - 7% is 

below the Industry average of 7.7%. While BIAL has taken cost rationalization measures. in the 

coming years, appropriate increase is neededso as to be in line with market norms and to motivate 

and retain the required talent. 

• The above table indicates that increases is in the range of 9.3 % to II. 7% which is in line with 

BIAL MYTP submission. Hence, we request the Authority to consider the 10% salary increases 

together with a 2% correc tion once in 3 ye ars wh ich are required to acquire and retain talent. The 

sa me may be trued lip by the Authority base d on actuals at the end ofthe control period 

Operati ons & ,\;faintenance Cost 

• Not considering past cost as basis 

• BIAL notes that "The Authority is ofthe view that comp arison with the historical O&M costs as a 

% ofgross block will not prov ide the right benchmark f or forecastin g thefuture 0& M costs as 

BIAL '05 faciliti es were operating at peak capacity till FY20 and the Authority has notedfront the 

proposed traffi cfo recast that the new term inal building, new apron and new south parallel runway 

would not oper ate at their peak capacity till the end of the Third Control Period. " 

• Details of Capacity Utilization in 3rd Control period is as giv en below 
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Details Terminal Total Traffic as Total Traffic Capacity Capacity 
Capacity (MPA) per AERA as per BIAL utilization as per utilization as per 

Consultation Consultation BlALTraffic 
Paper Paper 

FY22 26.5 21.24 15.24 80% 58% 
FY23 32.75* 34.09 31.16 104% 95% 
FY 24 52.5 39.81 36.55 76% 70% 
FY25 52.5 46.36 42.53 88% 81% 
FY26 52 .5 54 .02 49.41 103% 94% 
Sub total 195.22 174.89 

"assumed Tl plus 3 months ofT2 availability 

• From the above table, it clearly evident that in 3 out ofthe 5 years ofthe 3rd control period, BIAL 

is operating at peak capacity levels ofmore than 80% and hence it is incorrect to disregard the 

use ofhistorical basis of0& A1 costs. Authority has also evaluated and confirmed that the 0& A,I 

cost as part ofoverall Operating & Maintenance cost is reasonable and efficient. 

• Not considering the efficient 0& AI Cost report as the basis is inconsistent with Authority's 

approach adopted in other airports, wherein past trends were used as the basis for projecting 

fut ure costs. 

• Detailed workingsfor the basis ofarriving at the,individual % ofcost estimates as a % ofthe asset 

block and additional details as sought for by A£RA during the MYTP evaluation have been duly 

submitted by BIAL including analysis of assets and its related costs segregated into 0& M 

Infrastructure (further segregated into Airside, Landside and utilities), 0& M - ICT and other 

costs, in order tofacilitate a proper comparison and analysis. The Authority has not commented 

on the same; BIAL assumes that the % of Gross Block have been found to be acceptable by the 

Authority. 

Using FY21 costs as basis to project lil/ure cost estimates lor existing assets 

• A£RA has proposed to consider the cost base ofFY Zlforforecasting the 0& M costfor the existing 

assets for future years. As explained by BIAL, FY 21 was an extra-ordinary year and where the 

traffic has plummeted to a new low. Certain one-time cost saving I austerity measures taken 

considering the reduction in traffic and the pandemic conditions cannot be extended in the long 

run, when traffic is expected to return to normalcy. 

Principle o[considering 0% as the cost in the vear o[asset capitalization 

• When an asset is put to use, eitherforfull year or a part. there are associated 0& M costs that has 

to be incurred and Authority cannot deny such valid operating costs. BIAL would like to bring to 

Authority '.I' notice that even in the first yew of commencement of Operations at BIAL there was 

cost towards 0& M as detailed in table below. Hence. considering 0% 0& M cost as a principle 

has no basis. 

• Authority has noted that the assets capitalized in a year do not have a cost associated with it. In 

BIAL '.I' business plan, most of the assets have been estimated to be capitalized at the end ofthe 

Financial year and we;-eexpected to have vel)' limited operations in the year ofcapitalization and 

hence. these have not been considered. However, the Authority has not linked its proposal to this 

logic but has rather laid this as a principle. Hence, if there are assets proposed to be capitalized 

during the year, 0% cannot be appliedfor such assets but proportionate costs have to be estimated 

and providedfor. 

Different %s lOr assets. based on vear o[commissioning 
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1.63% 1.59% 1.58% 

3061 P age 

• 

Airport 
SIAL 

DIAL 
MIAL 

HIAL 

AAI-MAA 

The Authority has proposed different %.1' for different y ears, pos t asset capitalization. Rationale / 

basis a/ these estimates have not been provided by the Authority including the references/ details 

used to derive such %.1'. Author ity has not given any referen ce a/any major airport in India which 

has such 0& M costs %.1'. 

•	 In both the categories < Irfrastmcture and ICT, the Authority has proposed estimates much lower 

than the % ofassets proposed by BIAL. Reduction in estimates without any rationale/ basis leads 

to under provisioning ofthe costs that BIAL is expected to incur / or the next 5 years period. 

•	 Historical Trends: In the 13 years a/A irport operations, BIAL has not witnessed the spend %.1' to 

be as low in the initial years as those envisaged by the Authority. It is not clear to BIAL on what 

bas is and data, AERA has proposed such %.1' ofO.5%, 0.6%, 0.75% and 1% in the 2n{1, Ird 4th and 

5th ye ar ofasset commissioning. 

•	 Following Table summarizes 0& "vi costs as a % to Gross Block 0/assets across differ ent airp orts. 

Table below does not reflect an)' 0& M costs to be in the rat io as indicated by AERA ill any a/the 

last 10 years in the consultation paper. 

FY09 FY 10 FY 11 t ---''-':-::=-1FY""I:.=2_ 
1.97 % 2.53% 

''':=-'''O-,=-:+ 
2.35% 

-

2.85% 2.04% 2.33% 

2.26% 2.86% 1.37% 

FY 13 FY14 FY1 5 ''':=-'''O-=+ 
1.54% 

2.21% 
1.77% 

2.79% 

FY16-=--:c:=-=+ 
1.59% 

2.23% 
2.01% 

2.34% 

FY17 FY18''':=-'''O.,,=,'--+--:=--:O-=+ 
2.47% 2.74% 

2.32% 2.76% 
2.16% 2.32% 

2.47% 2.77% 

4.26% 4.12% 

FY19 FY20 FY21 '':=''''O.,,=,'--+--:=--:O-::=-+-'':=''''O-::==-i. 
2.65% 3.02% 2.02% 

2.90% 2.91% 2.74% 
2.57% 2.41% 2.37% 

3.06% 2.66% 2.07% 

4.23% 4.58% 4.51% 

Source :AERA Orders detailing tile actuals / estimated O&M costs and tile Aeronautical RAB 

To summarize 

•	 NOlie ofthe above Airports have had, at any point 0/ time ill the last 10 ye ars, the 0 & M cost %.1' 

as 10 1V as 0.5% to 1% as has been proposed by AERA. 

•	 Authority has not given any rat ionale fo r the arbitrary percentages proposed by it. 

•	 Such levels cf costs are not practically possible to achieve without comprising on regular 

maintenance a/key syst ems 

,'vlinimum costs to be incurr ed /01' regular operations and upk eep (Not linked to traffic) 

•	 BIA L '.I' 0& M cost head includes hath Operations and Repairs & Maint enance costs. 

•	 It is to be noted that besides the Maintenan ce of Assets relating to Civil, Electro-Mechanical, 

Vehicles & Equipment and Utilities. there are various other expenses (as given in next paragraph) 

which are not directly related to the maintenance ofAssets but are required to be sp ent for the 

runn ing of the Airport Operations. 

•	 Apart from maintenance expenses (AMC/C MC), there are other appl icable expenses such as 

Housekeeping, facility maintenance, Vehicle running costs including fuel expenses, Wildlife 

management, Solid Waste Management, Consumables etc. which cannot be avoided and is 

cons idered as part oftotal 0& M expenses. 

•	 In addition to the above, BIA L also needs to take up certain one-time maint enance activities on 

periodical bas is (once in 5 years) such as building waterproofing. trump et flyover repairs, 

undergr ound sump painting & waterproofing, etc. The sam e is not factored separately by BIAL in 

its submissions and have been considered to be managed within the overa ll 0& M cost submitted. 

With AERA reducing O&M costs to 0%, 0.5%, 0.6%, 0.7% & 1%/ 01' year I. year 2, yearI, y ear 4 

& year 5 respectively and 5%j orICT, such one-time maintenance activities cannot be carried out. 
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Operations of the Airport and its facilities cannot be managed to meet the required Equipment and 

Service maintenance standards. 

AL'vIC costs (OEA1 contracts) to be incurred post commissioning 

•	 Maintenance of the asset startsfrom the date ofits commissioning and hence AMCs are required 

to be entered into for various upkeep and maintenance activities rightfrom the commiss ioning of 

assets. 

•	 As part 0/0&M cost evaluation, BIAL has carried out evaluation of individual contracts to be 

executed fo r different categories a/Equipment and infrastru cture . 

•	 AMC contracts are executedf or certain key equipment as f ollowsfrom Day I of Operations: 

o	 Baggage Handling System (Electro mechanical and Control System) 

o	 Passenger Boarding Bridges 

o	 Elevators & e scalators 

o	 Al1Equipment in the screen ing sys tem - In line. Standalone. ETD etc. 

o	 Central Heating Ventilati on and Air Conditioning system 

o	 Electrical System 

o	 Fire Alarm Syst em and Fire Safety System 

o	 Fire Fighting System 

o	 PHE System 

•	 I/AMC Contracts are not recogniz ed immediately from the day a/capitalization, BIAL would not 

be compliant with OEAl recommendations/or Operation & Maintenance ofthe respe ctive assets. 

This wil1prove detrimental in case ofany break-down / non-functioning a/such assets and there 

will be no vendor support. 

•	 In addition, cost a/spares, consumables etc. which are required/or normal operations and not 

covered under the AMC. are required to be incurred by BIAL. Further. not ens uring adequat e 

maint enance a/assets increases the Insurable risk leading to higher Insurance pr emiums. 

•	 To summarize, there is a need to incur Operation & Maint enance expenses, from Day I of 

commissioning/ capitalization, and Authority has to recognize all these costs. 

Inllation [actor considered 

•	 AERA has proposed to cons ider the escalation ofcosts to be based on Inflation rates. Past trends 

indicate that the costs have increased at over 10% as key elements 0/ the costs are linked to 

increase in Minimum wages rate etc. in addition to Inflation etc. Hence. cons idering only 

inflationary increase would not be a right basis f or estimation the future costs. BIAL requests 

Authority to consider the proposed 10% increase, to be trued up based on actuals at the end a/the 

contr ol period. 

Sustaining capex link to 0& M costs 

•	 AERA has noted that BIAL is provided with adequate sustaining capital expenditure to can )' out 

special repairs in addition to G&M costs. BIAL submits that its sustaining capital expenditure 

estimates relate primarily to minor cap ital expenditure and certain costs/or replacement a/ assets 

etc. whi ch are as per GEIVI recomm endations. These costs are Cap ital in natur e and not part of 
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Operational costs. These have been identified and a list has been submitted by SIAL. Hence. this 

list is totally different and should not be compared with the 0& A1 cost estimates. Also. AERA has 

proposed to redu ce the Sustaining capex estimates submitted by SIAL by approximately 33% 

Summarv 

•	 As noted by the Authority. BlAL has demonstrated diligence and caution in all its cost sp ends and 

has been found to hav e one ofthe lowest 0& A1 costs per pax/ AT/VIand the costs spent have been 

f ound to be efficient. SIAL will continue to evaluate all costs before spend by applying due process 

of budgeting, controlling and monitoring. 

•	 There is no 0% 0& M cost principle applicable across any airp ort. Also, the graded range of 

increase proposed by AERA is not reflected in any past trends across airports. 

•	 Past cost benchmarks and the costs across other airports are higher than the rates cons idered by 

BlALfor estim ating O&lvl costs as a % ofassets. Basis and rates proposed by the Authority have 

no reasoning ur rat ionale. 

•	 SIAL 's estimates have been made diligently on a bottoms up basis and these cost estimates are 

necessary to be pr ovided to ensur e adequate operations and maint enance of equipments and 

operations ofthe airport to ensure meeting the service quality benchmarks. 

•	 Hence. BIAL requests the Authority to consider the cost estim ates provided by BIAL. subject to 

correction of error informula as detailed in Para 7.2. /4 and the same may be tru ed up based on 

actuals. 

•	 In view of the large scale expans ion project being carried out and all Internal accruals being 

already deployedfor Cap ital Expenditure planned. it is imperative that the right level of Operating 

Expenditure is assessed and provided to SIAL. rath er than a True up mechanism being available 

to re-coup the costs, which will lead to cash flow shortages / or SIAL in the Third control period. 

Allocation o{O& A'f costs 

•	 SIAL notes that the Authority proposes to consider allocation rati o of 0& tv! cost for the Third 

Control Period based on the allocation ratio 0/assets f or the Third Control Period. 

SIAL notes that AERA has carried out allocation q{ O&M costs in the Second Control Period 

based on the costs segregated into different cost centres. Accordingly. BIAL requ ests Authority to 

consider the rat io arrived on this basis for FY 21 f or the Third Control period. in line with the 

basis considered/or allocation ofPersonnel costs in the Third control period. 

Lease Rent 

•	 AERA has proposed to cons ider the same as cost after adjusting the Lease Rent relating to area 

given on lease to BACL. This is in line with SI.4L '.I' own submission in the ,VlYTP submitted in July 

2020. 

•	 Further, after submission of ,VlYTP, GoK has revised the lease rentals . as summarized below. 

Relevant document is enclosed as Annex ure II. 

Particulars FY22 FY23 FY24 FY25 FY26 

Lease rent payable Rs. Crore 15.11 21.26 22.87 23.55 24.26 
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VIi/ill' Charges 

• AERA has noted that the CAGR ofthe demand charges is 1.5% and had proposed 10 not consider 

any increase in demand charges/or the Third Control period. While the details ofcomputation of 

CAGR is not available with the Authority, BIAL assumes this is based on the details provided by it 

in the business plan 

• Considering the CAGR of past years from beginning may not be appropriate as. BIAL 

witnessed increases in demand charges in 2015. 2016, 2018 and 2019. Relevant delails 

reproduced below. 

has 

are 

Particulars FY16 FY17 FY18 FY19 FY20 FY21 FY 22 proposed 
Demand Charges 190 200 220 220 230 240 260 
% increase 5.3% 10.0% 0.0% 4.5% 4.3% 8.3% 

•	 Hence , BIAL requests that the increase in demand charges as proposed by BIAL, which is in line 

with the recent trends be accepted by the Authority. These statutory costs can be trued up at actuals 

at the end ofthe control period. 

•	 AERA has proposed 10 increase power and water charges by inflation instead ~l7% proposed by 

BIAL. BIAL would endeavor 10 keep power charges increase in line with inflation nile 0/4.9%. 

However, in case ofwater charges. considering that BIAL has already estimated pari usage from 

the various rainwater harvesting ponds, BIAL requests for increase in cost 10 be based on the 

estimates provided by BIAL. 

•	 Recovery ofcostsfrom Concessionaires has been proposed at 35% by BIAL which is aligned with 

past trends. The increase in space is more in Terminal Building areas wherein the renting out ~l 

space 10 concessionaires for lease is expected 10 lake more lime considering the pandemic 

situation. Also, the exiling recoveries are more from concessionaires occupying larger spaces viz 

Cargo. Ground handlers etc. outside Terminal, which is not expected 10 increase in the Third 

Control Period. While BIAL expects that the recovery ratio would indeed come down below 35% 

proposed BIAL requests the Authority 10consider the same at 35% as proposed and not increase 

the same 1050% 

Insurance 

•	 AERA has proposed 10use the average premium rate ofSecond control period to torecast the cost 

for third control period. 

•	 In view ofthe Covid-19 impact, the insurance premiums have risen on account 0/ 

o	 GIC Re, the national reinsurer. increasing its premiums for the properly insurance segment for all 

occupancies since the year 2020, 

o	 IRDA coming down heavily on undercutting of costs and increasing cost of re-insurance. 

hardening ofrates in the overseas reinsurance marketsfor liability lines as well as 

o	 A shrinkage ofthe aviation reinsurance market on account ofhuge losses in the past few years 

•	 BIAL has submitted the rationalefor increase in cost ofinsurance in the recent years. Considering 

Covid-19 risks, the Insurance costs are expected 10rise higher. 
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•	 Accordingly, BIAL requ ests AERA to cons ider the current rat e of insurance pr emium as estimated 

by BIAL and accordingly estimate the cost of Insurance which is in line with the current market 

trends 

Rates and Tates 

•	 AERA has allocated the Rates & Taxes based on land usage. The estimates submitted by BIAL only 

relate to the costs proposed to be incurred by BIAL and not related to any of BACL activities. 

which is to be paid by BACL. Hence, BIAL requests AER A to consider the costs as fully 

Aeronautical. 

Marketim! & Adverlising 

•	 111 response 10 the Operating Exp enditure proposed10 be cons idered by lite Attthority for the second 

control period. BIAL has submitted its response on why the actual cost incurred should be 

considered and not consider the estimation base d on passenger and inflation increase. 

•	 Accordingly, BIAL request the Authority to benchmark the costs at 2020 rates and provide for 10% 

increase. 

•	 Aeronautical collection cost to be adj usted based on the revised traffic num bers 

General Admin Costs 

•	 On account ofCOVID. BIAL had delay ed a num ber of initiatives including tendersfor selection of 

new concessionaires for Term inal- Z, With the situation expected 10 normalize by FY 23/ FY 24. 

S IAL needs to tie up with vario us concessionaires to achieve the best commercial terms. 

Considering this. BIAL requests the Authority to estimate increase in Consultancy and Legal based 

on the increment rates submitted by BIAL at 10% which is in line with the actual trends ofthe past 

years. 

•	 Office costs are proposed to be increased mainly due to increase in security charges to be manned 

j ar the New infrastructure like n , M'M'Tl], new road network. Also, bas is the past trends the 

normal annual increase in various other office costs are increas e @ 10% & the same needs to be 

allowed. Hence, BIAL requests the Authority to allow the Office costs submitted by BIAL 

•	 Travel costs are considered to reach pre-covid levels by FY 25. In Authority's considered view, 

passenger traffic will resum e 10 more than pre-covid levels in FY 23. Hence, the travel costs are 

also to be revised to pre -covid levels by FY 23 and increased at 10% thereafter, considering that 

BIAL has to work hard to revive International traffic and bring in quality concessionaires j ar 

Terminal-Z, 

•	 Authority has proposed to consider Legal and ojjice expenses at FY 2 1 levels for future. As 

explained by SIAL, Authority is requested to consider FY 20 levels as base j ar estimation. BIAL 

requests the Authority to cons ider the increase in rates as submitted by BIAL which is based on the 

pasttrends. 

Concession Fees 
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•	 BIAL has estimated Concessionfee based on ARR as the estimates ofAviation Revenues each year 

would depend on the ATP and the distribution ofactual revenues. Accordingly. in BIAL 's model. 

Concession Fee was estimated based on the ARR, which will be trued up in the next control period 

based on actual revenues and the 4% cost on the same. 

•	 From Table 109. BIAL notes that the Authority has not grossed up the Concession Fee (i.e. Revenue 

* 4%/ (100%-4%)) but has estimated the same at 4% ofthe Revenues. BIAL requests the Authority 

to revise the same. 

•	 BIAL request the same to be estimated based on the revenues and revised P&L, to be arrived at 

after making changes based on BIAL 's submission and Authority's evaluation ofthe same 

•	 BIAL has estimated the same as part of Capital Expenditure as per applicable accounting 

principles and guidelines. Same treatment was also accorded by the Authority earlier in case of 

DIAL wherein ORAT was considered together with the Pre-Operative Expenses. BIAL requests the 

Authority to consider the same as Capital Expenditure. 

Summary 

•	 BIAL has always managed its costs vel~l' efficiently with stringent measures of Budgeting, 

controlling and reviews together with staggering and postponements of costs wherever possible, 

at the same time maintaining service quality standards. These are demonstrated by BIAL 's costs 

being benchmarked as one 0/ the lowest as per the study report being published as part 0/ the 

Consultation Paper (Appendix III) and the ASQ ratings consistently maintained by BIAL and the 

various awards conferred upon BIAL. 

•	 BIAL has embarked upon cost savings initiatives as has been explained in the lvlYTP submissions 

and elaborated during the Stakeholder consultations. 

•	 As elaborated in the individual sections, BIAL has carried out a detailed bottom-up estimation 

process for various expenses and based all the detailed analysis, estimated costs for the Third 

Control Period was submitted by BIAL. 

•	 Certain assumptions made by the Authority do not appear reasonable andfair, given the past cost 

averages and bottom-up estimation being the basisfor BIAL 's submissions as have been explained 

andjustified above. 

•	 BIAL accordingly requests that the Authority consider the estimates as provided by BIALjar the 

purpose ofestimating the Operating & Maintenance cost in the Third Control period. In view 0/ 
the large-scale expansion project being carried out and all Internal accruals being already 

deployed for Capital Expenditure planned. it is imperative that the right level of Operating 

Expenditure is assessed and provided to BIAL, rather than a True up mechanism being available 

to re-coup the costs, which will lead to cashflow shortages jar BIAL in the Third control period 

•	 BIAL has submitted its responses to the allocation ratios used to determine the Aeronautical 

Operating Expenses as part ofthe responses to True up a/Second control period BIAL requests 
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the Authority to consider the same for the allocation of expenses for the Third Control Period 
also. " 

Other stakeholder comments on operating expenses for the Third Control Period 

7.3.3 FIH Mauritius Investments Ltd. commented on O&M costs as follows: 

•	 "The assumptions on 0& A;[ costs for new asset additions are unrealistic and unsustainable. The 

assets that are getting added to the Asset Base are new but as the Authority is aware, the nature of 

0& 1\;[ in the airport sector is characterized hy the heavy "fixed" nature of0& M costs. New assets 

added during the period would have costs including AA;[C, general maintenance, housekeeping, 

consumables etc. This critical input has been totally ignored by the Authority. 

We request the Authority to apply rationale norms for estimating the 0& M cost for new assets and 

follow the principlesfollowed in DIAL and ,HIAL tarifforders. wherein the Efficient Costs report 

prepared by the independent consultant was used as the basis/or projecting 0& AI expenses in the 

current control period. " 

7.3.4 Siemens also commented on O&M cost as follows: 

•	 "The Authority had appointed an independent consultant to determine efficient 0& AI costs for 

BIAL in the 2nd Control Period & the report says that the overall (total) operational expenditure 

incurred by BIAL appears reasonable and within the range 0/other private airports in India. 

However, the Authority has completely ignored this report while projecting the 0& M costs for the 

3rd Control Period and has proceeded to adopt 0& A;[ norms which are hitherto unheard offin the 

airport sector & are unreasonable in nature 

We request the Authority to apply rationale norms for estimating the O&A;[ costfor new assets and 

follow the principles followed in DIAL and MIAL 3rd tariff orders, wherein the Efficient Costs 

report prepared by the independent consultant was used as the basis jar projecting 0& M expenses 
in the current control period. " 

7.3.5 APAO commented on O&M costs as follows: 

•	 "We have observed that the Authority has projected 0& 1\;[ costs without considering the past trends 
and has proposed radical norms that have not been seen till date in any ofthe major airports or 

proposed in the past AERA Consultation papers or tarifforders. 

The Authority had appointed an independent consultant to determine efficient O&M costs/or BIAL 

with respect to its performance (Internal benchmarking) and its competitors (external 

benchmarking) for the 2nd Control Period (FY2017-2021) . As per the report submitted by the 

independent consultant. the overall (total) operational expenditure incurred by BlAl.for the period 

FY 2017 - FY 2020 appears reasonable and within the range ofother private airports in India. 

However, the Authority has completely ignored this report while projecting the 0& M costs/or the 

3rd Control Period and has proceeded to adopt 0& M norms which are hitherto unheard ofin the 

airport sector & is totally devoid ofany rationale and reasoning. 

The assets that are getting added to the Asset Base are new but as the Authority is aware. the 

nature 0/0&1\;[ in the airport sector is characterized by the heavy "fixed" nature ofO&M costs. 

New assets added during the period would have costs including AMC, general maintenance, 

housekeeping, consumables etc. This critical input has been totally ignored by the Authority. 
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report pr epared by the independent consultant was used as the basis/or projecting 0& A1 expe nses 

in the current contro l per iod. .. 

7.3.6 lATA commented as follows: 

• "Overall apex (COVID years) 

As mentioned in the section addressing the tru e ups /01' the second control period/or the FY21 . we 

do not see operating costs have been adjusted down eno ugh to refl ect how competitive markets 

(i.e. airl ine) needed to survive as a consequence ofCOVID. It is imp ortant that AERA put this kind 

a/pressure on its regulated airports. especially in a regulated environment reliant on true ups, as 

fa iling to do so would send lin extreme ly wrong signal to them. 

• Personnel expenses 

While we appreciate that AERA is limiting the increase in personnel numbers /01' years 202J and 

2025. we are concerned about the starting point. 1/ BLR pursues a policy a/maintaining its staff 

numbers. it cannot be at the expense ofairlines (due to the true up mechanism) which ha ve had the 

need to adapt their size to survive in the current situation. 

We are concerne d that the Authority is proposing to true up on th e has is (if actuals, hUI without 

clarifying th at s uch true up wo uld be subject to an efficiency study. We urge the Authority to include 

a proposal that any true ups must be subject to an efficiency analysis. 

• 0 & ,\;1 Cos ts 

We f ully agree with the Authority '.I' assessm ent that {)&!vI rul es should he minimal (if at all) [or 

new assets and therefore we find sensible the percentages provided on Table 95. 

We would still lik e to point out that th e assumed 0& M percentage (excluding new capex) is high 

relative to the comparab le airports (as noted in the apex efficiency study. Figure 29, 0& M is more 

than 2% of the gross block asse ts). We would appreciate j ar AERA to furth er consider which 

percentage to apply / or 0& M on the ex isting ass ets. 

As pre vio usly indicated, we note that the Authority proposes to true up 0& M on the basis ofactual. 

We find imp erativ e that A ERA should clarify that such actuals will be trued up after an efficiency 

assessme nt. 

• Utilities 

In princ iple,the proposal appears reasonable. However, and as highlighted in the relevant section 

on the true up of the second control period, it is important to understand whether the airport 

electr icity consump tion is efficient. In this regardfurther benchmarking with comparable airports 

would be beneficial in orde r to determine potential efficiency targets. 

• Insurance 

We note that the authority proposes to use 0.0 7% as the average premium rate (using the 201 7-21 

as a ref erence). How ever, we note that table 50 from the Cost efficiency study shows insurance 

cos ts between 0.05% and 0.06% ofthe grass block. AERA may wish to revisit its assumptions in 

the l ight ofthis inform ation. 

• Marketing and Advert isement 

As form ulated in our comments on th e true up for the Second Cantra l Perio d, we do not believe 

that mark et ing costs should be allocated to aeronautical. Passengers will go thr ough Bangalore 
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airport ifthe wish to visit Bangalore or live in Bangalore and wish to visit anoth er city. We do not 

see that expe nditure in marketing will make any difference to this fact. 

On the basis ofthe above we request AERA to reconsider its current approach towards allow ing 

Mark eting and advertisement costs towards aeronautical expenses. 

•	 CSR 

We see that the inclusion ofCSR costs is in response to the TDSAT ruling. 

Our comments provided in the True up for the Second Control period regarding CSR are also 

applicable/ or this section. 

•	 General Administration Cos ts 

Usually General administration costs is the account in which most reductions are ge nerally 

thought in times ofcrisis. For example, we do not see why travel costs & consultancy costs sh ould 

be allowed unless under vel:V exceptional circ umstances. In this regard. we requ est AERA to star t 

F Y21 with a much lower base than currently proposed. 

We would appreciate jar AERA to carry out more scrutiny in relation to office costs. We see that 

it has allowed a 30% increase when in fact staffnumbers are only allowed to increase in 10%. We 

would request AERA to reconsider such an increase unless ther e is an appropriate justification for 

it. 

•	 Concession Fee 

We support AERA proposal to calculate the concession fee on the basis ofaeronautica l revenues. 

since that is way in which the methodology that will be used by the government for determ ining 

suchfee. 

•	 7.3.2 To consider allocation ratio as set out in Table 113 above f or the Third Control Perio d 

- As mentioned on num erous occasio ns. we cons ider that cost allocation applied for Indian airports 

does not reflect the/act that non-aeronautical activities would not exist without the aeronautical 

ones. This positive ex terna lity needs to be reflected in the allocation of costs. We would welcome 

the possibility to further present alii' views on the matter. 

•	 7. 3.3 To consider aeronautical operating expenditure as set out in Table 114/or the Third Control 

Period 

- We would appreciate/or AERA to cons ider the points made above before deciding afinal level 

ofoperating costs 

•	 7.3.4 To consider ORA T as part 0/ operating expenditure as given in Table III f or the Third 

Control Period 

- We would pref er if the ORA T expenses are cap italized since those expens es are essentialfor a 

successful commissioning Terminal 2. Besides. this may be an opportunity to shift some of the cos ts 

over time and theref ore lower the pressure on charges. 

•	 7.3.5 To true up the operating expenditure fo r the current control period based on actuals, at the 

time a/determination of' tarifffor the next control period 

- As highlight ed throughout this section. any pr oposals for true up needs to be subject to an efficiency 

analysis. Otherwise there is the serious risk that the airp ort will not be incenti vized to deliver the lowest 

reasonable overall cost. We urge AERA to clarify this in the final order. .. 
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7.3.7	 FIA commented as follow s: 

•	 "While FIA appr eciates that AERA has undertaken an independent study f or Op erating 

Expenditure/ Operations & Maintenance expenses has been done f or the Second Control Period, 

AERA may undertake similar independent studyfor the Third Contro l Period. 

Without prejudice to the above: 

I.AERA may advise BIAL to rationalize/re-negotiate all the cost/ expenditure items or heads 

including 'Employee expenses', as deemedfit . Further, no escalations should be permitte d under 

these items or heads. 

2.Expenses on account qlCSR may be excluded in line with previous decisions by AERA ". 

7.3.8	 Airline Operator' s Comm ittee, Bangalor e comm ented on conce ssion fee s and relief measures as 

follows: 

•	 "Binding issues like concession fee sh ould be abolished as these are pass thr ough charges meant 

to acquire the right to conduct business. This is against le A0 policies and presents a negative 

business environment for the country as an investment destination. 

•	 The current disp ensation like litany other concerned gov ernm ents across the world must step in 

and help the industry recover. This could be in the form ofwaiver ofconcessionfee and land lease 

costs or any other f ee that the airp ort pays to the authorities. This grant would result in a pass 

through to airlin es in the fo rm ofdis counts and decreased charges" 

7.3.9	 Blue Dart commented as follow s: 

• "Corporate Social Responsibility (CSR) has been introduced in the Companies Act, 20 13 as a 

concept. whereby companies are oblige d to spend part of their profit fo r the betterm ent of their 

less privileged communities and/o r the pr eservation ofthe environment. In the con sultation paper 

AERA has considered R.I'. 74.4 1 cr ofCSR expenses, which needs to be incurr ed by KIAL f or third 

control per iod as opera ting expenditure . This is contrary to the spir it ofCSR pr ovision. as it is no 

longer a CSR activity from the profits ofKIAL, but an imposition ofan additional obligation ofa 

funding contribution by airport users who already have their own CSR obligations. Airpo rt users 

cannot be made respons ible j ar a government obligation deductiblefrom the profits ofthe airport 

operator, especially not when th is same obligation is already imposed on the users themselves. We 

request AERA not 10 cons ider the cost ofCSR incurred by BIAL and disallow the same for re covery 

from other airport users. " 

Based on KIAL's submission, AERA has considered 16% increase in personnel expense fo r FY 

2023 and FY 2025. The increase ofpersonnel expenses appears excessiv e and does not appear to 

be line with the market increase in the aviation industry which is negatively impacted. We would 

request AERA to kindly review the same. " 

7.4	 RIAL's response to stakeholder comments regarding operating expenses for the Third 
Control Period 

7.4.1	 On lATA 's comments regarding ope rating expen ses , BIAL has submitted as follow s: 

•	 "BIA L has demonstrated cost efficiencies in the past. by adopting practices relat ing to cost control. 

review. and monitoring. BIAL has, as part ofthe response to Consultation Paper, submitted the 

cost saving measures undertaken by it. 

BIAL has submitted detailed reasoning and basis for various Operating Expenses assumptions 

made by it and its resp onses to the pr oposals put up by the Authority as part of its comments to 
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Consultation Paper. BIAL requests the Authority to review and accordingly approve the Operating 

Expenditure proposed by SIAL/or the third control period. 

BfAL has noted the suggestions on cost optimisation measures made by lATA. Most a/these have 

already been implemented by BIAL and a comparative analysis is enclosed in Annexure" 

Personnel Cost 

Suggested Measure by lATA Action Taken by BfAL 

Regular evaluation ofwhichfunctions can be outsourced This is an ongoing process and most ofthe non- core 

and the cost/benefit activities have been outsourced 

Early retirement and departure packages Currently. there are no such plans at BIAL. 

Government wage subsidy. part-time work and Not Applicable to BIAI, 

unemplovment schemes 
Repurposing ofstaffacross functions This happens on a continuous basis 

Wage reductions (Temporary 01' permanent) Directives have been issued by the 

Government to protect the wages 0/ 

employees. 

Hiringfreezes and non-renewals Freeze on all new hires in FY21. Only rolled out new 
appointments are being on-boarded 

Cut perfon nanee bonuses and executive Increments have not been given/or FY 2020 performance. 

salaries 

Review benefits packages (as opposed to 
salaries) - - -
Identify a level 0/activity 01' a duration at which dismissing Dismissal is a disciplinary action and generally imposed 
staff and re-hiring is less costly than keeping staff by the management against an employee on account 0/ 

considering government benefit schemes certain established misconduct. For evaluation 0/ cost-
benefit, dismissal is not a right mode. 

Further. no Government benefit schemes available to 
BIAL and hence this is not 
applicable to BIAL 

Change from defined benefit to defined BIAL/ollows the statutory requirement as mandated by 
contribution pension systems laws ofIndia 

Contracted Services 
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Suggested Measure by lATA Action Taken by BIAL 
Re-evaluation of the business 
outsourcing where relevant 

case /01' 

Review 0/force majeure clauses permltting prices and 
quantities 10 be modified 

Balancing fixed-price vs. variable-price contacts with 
ce iling andfl uor levels, Variable -price contracts based on 
volume are advantageous in 
a low-growth market bill there should be caps 10 avoid 

costs exploding when traffic grows 

Eliminate redundancies (are multiple consultants used 10 

produce repo rtsfor the sallie projects") 

IV/ater ials. equipment. supplies 

Suggested Measure by lATA 
Ensure 'here is appropriate inventory 
management 10 minimi:e slacks on hand 

Action Taken by BIAL 
We are using SAP material management software 10 

optimize our inventory levels, Also, we adopt the principle 
cfminimum slack level. insurance spares, common spares 
across departments in practice. Further. we are in the 
process ofimplementing asset management system, which 
will have a holistic approach to maintain 
op timal/minimum invent ory level 
without compromising Sa/e ly and reliability. 
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Suggested Measure by lATA 
Consider lowering and raising temperatures 0/ HVAC 
system. where relevant to conserve energy 

Building shut down, pier shut down and gate consolidati on 
to save Energy 

Re view use 0/ Airfield lighting within the constraint 0/ 
regulation to turn a/lig hting. when not needed 

Consider whether parts a/baggage handling system can be 
switched off or with reorganization, a small sub set 0/ 
baggage handling sys tem call be used 

Consider temp orary substitution 0/ground transportation 
solutions by less costly solutions if volum es justify (busses 
V.I'. people movers or 
trains) 

Action Taken by BIAL 
We have imp lemented Demandf low controller. be/ ore the 
start 0/ pandemic. which helps in reducing the energy 
consump tion in HI ...,C primary system more than 20%. 
Further Air Handling Units (AHV) .I' are equippe d with 
I'FD to moderate the airfl ow based on requirement. We 
had also implemented Zone temperature monitoring. 
based on which opt imize the usage 0/ AHVs. As air 
conditioning co nSUI/1f!S maximum p ower ill any airp ort. 
we have a foc used atte ntion towards optim izing 
the energy consumption cf HVAC 

This aspect is vel:v op timally implemented in the terminal 
in coordination with stake holders like. airlines, ground 
handl ers, sec urity. commercial and internal ope ration 
teams to conserve energy, washroom consumables, 
housekeep ing activities. staffoptimization etc 

We have provided intelligent Airfield lighting system at 
ATC with inbuilt aspects oflighting COII/rol aligning with 
regulation. which can contr ol unnecessary burn ing 0/ 
light s. Also. the co ntro l syste mfacilitates dynamic co ntro l 
from the A TCOs, Further. all our airfield 
lighting is converted to LED. which redu ces the energy 
consump tion as well reduce frequent replacement q 
halogen lamps which used to be the case earlier . Furthei 
it reduces the substation cap ital investm ent due to lowei 
power requirement . The transf ormer and the cab le si::.ing 
is optimized and the e CR required/or light ing control also 
optimized. 
This is also implemented. With reduced traffic. so me 
departure lines as well use 0/arrival lilies are op timized. 
This is dynamic and executed in 
d ose coo rdination with Airlines and Gro und handlers. 

Not app licable to BIIIL 

-
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Suggested Measure by lATA 
Consider multifunctional equipment where appropriate 
(snow-dearing eq uipment that can perform other/uncti ons 
in the summer. etc.) 

Action Taken by BIAL 
We use rubber rem oval machine f or paint mark removal. 
Considering the small but essential maintenance 
req uireme nt. we use "BOB cats" with multi-functional 
attac hments like grading. excavating etc. For shift 
operation the vehicle used or tool van/ staff movement 
vehicle. In esse nce. common usage and 
minitnal ism is/ allowed in equipment procured. 

Com m unic ation. Utilities. energy and waste 
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Review agreements with telecommunication and IT 
providers to shut down unneeded services when not in use 

Insurance, claims. se lllements 

0 &M costs/ or non-utilised areas have been reduced. Eg 
- SED, ATRS. Self-service kiosks. Further, we have also 
de/ erred the renewal 0/existing contracts and converted 
most ofthem 
into ilMe s 

Suggested Measure by lATA Action Taken by RIAL 
Review contracts to see whether they can be volume based We do not understandyour comment. For the years 2020

2 1and 202 1-n , BIA!- has managed to keep its insurance 
premium substantially lower than the rates quoted in the 
domestic market by placing the property insurance in the 
overseas reinsurance market. 

General and administrative expenses 

Suggested Measure by lATA Action Taken by RIAL 
Consider outsourcing the invoicing and .Wherever possible, we have outsourced the invoicing 
collection a/revenues part. In the case of any proprietary 

sof tware being usedfor billing, outsourcing 0/this 
function will not be effective. 

Cut business travel, internal and external events, Initiatives have been taken to reduce transportation costs. 
marketing spend incidental expenses. oflice consumables, positioning of 

printers, 
stopping shuttle service etc. Al! marketing events have 
been conducted online. 

Implement better AlP and A/R management Our A/P and A/R are integrated with SAP 
Consider renting and leasing equipment in the COl'I D Most 0/ our operational purchases are on apex (rent or 
context rather than purchasing lease) mode only. Few examples are vehicles /01' staff 

transportation, printers and 
laptops (for employees) 

7.4.2 On FIA ' s comments regarding operating expenses , SIAL has submitted as follows: 

• " BIAL has embarked upon cost savin gs initiatives as has been expla ine d in th e J'vIYTP submissions 

and elabo rated during the Stakeholder cons ultations. 

Some 0/ th e actions taken are reproduced below. These cost opt imization measure have resulted 

in significant sav ings in FY 21 : 

Opt imum utilisation ofmachinery/assets/services in lin e with traffic (X m y machine. DFAID. 

H VAC, sh utdo wn 0/ areas in terminal. Shuttle bus service, emp loyee transp ortation. pool vehicle. 

tr olleys in circula tion etc). 

Reduct ion in YO Y escalation/or all A MC/ CAMC contrac ts and negotiatedfo r onetime special 

discounts from vendor partners. 

Optimisation otoutsourced manpower in line with business requirem ent and improvement in 

efficiency (Land side traffic, Security. Housek eeping, Safety, Trolley managem ent etc) 

Co ncerted efforts towards low er cons umables and spares spend 
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Headcount and Personnel costs 

Freeze on all new hiresfor FY 2 I (only mandatory replacements hired).' no increments gi ven 

in FY 20. 

Only rolled out committed nell' appointm ents made in Feb - Mar 2020 

Other Measures 

Travel costs reduced with foreign trav el reduced to nil 

Most extern al consultancy contra cts cance lled except for requ ired ones. 

Events like stakeholders ' events , employee events. etc. being conducted on digital pla tform 

AII discretionary spe nds are cancelled 

•	 On CSR expenses. BIAL commented that the Authority '.I' proposal are based on TDSA T order and 

hence. F1A is requested by BIAL to accept the TDS/JT order as it was also a party in the TDSAT 

process. 

7.4.3	 On Airline Ope rator' s Committee Bangalore ' s comm ents regard ing concess ion fee and reliefmeasures, 

BIAL has submitted as follows: 

•	 "II is uncl ear as to the contex t in which the comment is made and whose concessionfee is being 

ref erred to. BIAL pays 4% Concession Fee to Gol as per the concession agreement and this is an 

expense to BIAL and being an obligation under the Concession Agreement, it needs to be adhered 

to and cannot be abolished. 

BIAL collects revenue share/concessio n fees from Ground Handlers, Into Plan e service p ro viders 

and Cargo service providers as per the agree ments executed, purs uant to a compe titive tender 

process followed fo r selection 0/ these service providers. These amounts are treated as 

aeronautical rev enues by the Authority, and they actually reduce the aeronautical tariffs and the 

burden on the passengers and airlin es. 

Tariff ' for such service providers are being determined by AE RA, taking into consideration 

pr incip les set out in various guidelines, directions and orders issued by the Authority. " 

•	 "Given the impact 0/ l st and 2nd wav e ofCovid- 19 on the sector, we eagerly await/or a positive 

action by MoCA to protect the interests ofairport operators as well as stakeholders alike in this 

hour ofneed. Such a step by Government ofIndia can alone rev ive the sector and assuage concerns 

of operators and inves tors who have always stoo d by the Ministry and have created much needed 

airport infrastructure in the country. 

While BIAL welcomes the suggestion, BIAL requests that this needs to be separately taken up with 

MaCA, ensuring that one stakeholder ofthe Aviation ecosystem is not made 10 subsidise andface 

cash flow situ ations in order to provide relief to another suffer ing stakeholder of the same eco 

sys tem. : 

7.4.4	 On Blue Dart ' s comm ent s regarding CSR and personn el ex penses, BIAL has submitted as follow s: 

•	 "CSR expenses has been considered as operational expe nditure as per the directions of the TDSAT 

judgement dated 16 Dec 2020. 

When the airport operator, under mandat e of law, has to incur expenditure towards CSR. it is 

bound to adversely affect the regulated and determined/ air return on equ ity. " 
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•	 "BIAL has always managed its costs vel)' efficiently with stringent measures of Budgeting. 
controlling and reviews together with staggering and postponements ofcosts wherever possible, 
at the same time maintaining service quality standards. 

These (Ire demonstrated by BIAL 's costs being benchmarked as one ofthe lowest as per the study 
report being published as part ofthe Consultation Paper. 

BIAL has managed the personnel cost efficiently in the past by ensuring optimal sizing 0/ 
personnel, staggering the headcount increases wherever possible to be deployed to a later point in 
time. de/erring replacement of open positions during Covid-19. Despite a 200% increase in 
Terminal capacities, increase in manpower for Operations is only from 1019 numbers to 1527 
numbers, less than 50%. 

BIAL has submitted a detailed response as part ofits comments to Consultation Paper 10, which 
it requests the Authority to review and consider. .. 

7.5	 Authority's examination after reviewing stakeholder comments on operating expenses for 
the Third Control Period 

7.5.1	 The Authority has carefully reviewed the comments received from SIAL and other stakeholders on 
Operating expenses. The Authority has addressed the comments given by the stakeholders in the below 
sections. 

Response to RIAL's comments on Operating Expenses 

7.5.2	 The Authority notes that SIAL has raised concerns regarding the Authority's proposal for operating 
expenses for the Third Control Period. The Authority has addressed these concerns issue wise based 
on individual operating expenses line items. 

Personnel Expenses 

7.5.3	 The Authority has examined the comments given by SIAL relating to personnel expenses. The 
Authority has taken note of the reasons submitted by SIAL for the increase in manpower as well as the 
headcount per pax analysis. The Authority has also taken note of the concerns highlighted by SIAL 
regarding the personnel cost/employee analysis done by the Authority as part of its Consultation Paper 
no. 10/ 2021-22. The Authority has also noted the study presented by SIAL on the salary increase 
trends in India in the past. 

7.5.4	 The Authority examined SIAL's submission on manpower increase for FY 19and FY20 and noted that 
the additions were due to the operations of NSPR (as mentioned by Authority in its analysis in the 
Consultation Paper no. 10/2021-22) and for managing the increase in passenger growth in Terminal I. 
The Authority also reviewed the detailed employee strength additions submitted by SIAL as part of its 
comments to the Consultation Paper no. I0/ 2021-22 and noted that the majority of manpower additions 
were towards Terminal 2. The Authority notes that the passenger traffic has plummeted as a result of 
the pandemic and is expected to cross pre-covid levels only in FY24. As a result, the manpower 
additions by S[AL in FY19 and FY20 for managing increased passenger growth in Terminal I may 
not be optimally utilized.' In addition, SIAL in its revised submission has proposed to capitalize 
Terminal 2 only by 31" December 2022, which is expected to operate at its peak capacity only by the 
end of the third control period. Hence, based on the above, the Authority is of the view that the 
manpower requirements for the airport can be efficiently met by reduced manpower in comparison to 
S[AL 's submission and accordingly does not see any merit in revision to its approach considered for 
manpower additions in the Consultation Paper no. [012021-22. 
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7.5.5	 The Authority examined the concerns highlighted by BIAL regarding the personnel cost/employee 
analysis done by the Authority as part of the Consultation Paper no. 10/2021-22. The Authority submits 
that it has computed the personal cost/employee based on the audited financial statements of BIAL and 
the actual employee additions in the second control period. Though the Authority has determined the 
personnel cost/employee without going into granular details such as departments and grades, the same 
approach has also been applied to determine the personnel cost, thus ensuring consistency. 

7.5.6	 The Authority also examined the survey conducted by AON on trends in salary increase in India. The 
Authority is of the view that the pandemic has had significant impact on the aviation sector with the 
sector in even deep distress after the second wave of the pandemic. In such a scenario, the salary 
increase proposed by BIAL may not be rational and realistic. 

7.5.7	 The Authority also examined the actual data for FY21 relating to personnel expenses and is of the view 
that the personnel expenses for FY21 are much lower than the FY20 personnel expenses despite 
addition of employees in FY21 and no retrenchment as per BIAL's submission. As a result, the 
Authority has decided to make the following adjustments with regards to the projections of personnel 
expenses for TCP: 

•	 The personnel expenses for FY22 are calculated by considering FY20 personnel cost/employee as 
base increased with the 8-year (FY 12-FY20) CAGR of 5.8% which is then multiplied with the 
number of employees. 

•	 The Authority decides to consider the allocation ratio of FY21 as the allocation ratio for the Third 
Control Period. 

7.5.8	 Based on the above, the personnel cost decided by the Authority for the Third Control Period is as 
follows: 

Table 138: Personnel cost decided by the Authority for the Third Control Period 

Operating expenses 
FY 

2020 

FY 

2021 

FY 

2022 

FY 

2023 

FY 
2024 

FY 
2025 

FY 
2026 

Total 

(FY22

FY26) 

Personnel cost/employee 15.97 14.40 16.90 \7.88 18.9\ 20.01 21.17 95 

% increase -9.87% 5.80% 5.80% 5.80% 5.80% 5.80% 

Number of Employees 1,227 1,247 1,247 1.372 1.372 1,509 1.509 7.008 

% increase 1.63% 0.00% 10.00% 0.00% 10.00% 0.00% 

Total Personnel Cost 195.97 179.51 210.71 245.22 259.44 301.93 319.44 1,337 

Aero allocation ratio 88.94% 87.65% 87.65% 87.65% 87.65% 87.65% 87.65% 

Aero personnel cost 174.29 157.35 184.70 214.95 227.41 264.66 280.00 1,172 

Operations & Maintenance Expenses 

7.5.9	 The Authority noted BIAL's comments relating to Operation & Maintenance expenses. The same can 
be summarized as below: 

•	 Not considering historical O&M costs as a basis for forecasting future O&M costs may not be 
correct as BIAL is operating at more than 80% capacity for 3 years in the Third Control Period. 

•	 Non consideration of the results of the study on efficient O&M costs for forecasting future costs. 

• 
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•	 Rationale for considering different percentages of gross block for different years post 
commissioning which is not seen for other Indian airport s. 

•	 Expenses other than maintenance expenses of assets are incurred for airport operations such as 
housekeeping, vehicle running cost etc. and certain one-time expenses such as building 
waterproofing, trumpet flyover repairs etc. which have not been considered separately by BIALin 
its submission. 

•	 Inflationary increase for O&M costs may be relooked at by the Authority. 

•	 Sustaining capex are capital related costs and cannot be used for operational reasons 

•	 Allocation ratio for FY21 may be considered as the allocation ratio for O&M costs for the Third 
Control Period. 

7.5.10	 The Authority examined HIAL's analysis of capacity utilization of the terminal in the Third Control 
Period and is of the view that the demand had outpaced the terminal capacity for BIAL in FY18 only 
when the passenger traffic was at 26.91 mppa viz a viz the terminal capacity of 26.5 mppa. Similar 
trend was observed in the subsequent years with the passenger traffic reaching 32.36 mppa in FY20 
before the pandemic struck in FY21. Considering that the capacity utilization of the terminal was 
around 102%, 126% and 122% for FY18, FY19 and FY20, there will accordingly be a corresponding 
increase in O&M costs as the asset is operating much beyond its design capacity. However, based on 
the capacity utilization for the Third Control Period, the Authority observed that the terminal and its 
corresponding supporting assets (Runway, Apron etc.) are operating even below the design capacity 
which will result in reduced O&M costs compared to historical trends and hence, considering historical 
O&M costs percentages of the gross block as a basis to forecast future O&M costs may not be the 
correct approach as requested by BIAL in its submission. The Authority will true-up the O&M costs 
for the Third Control Period based on actuals in the next control period. 

7.5.11	 The Authority appreciates BIAL's efforts and commitment in ensuring efficiency in its O&M cost. 
However, as mentioned in the above paras, the second control period and the third control period are 
vastly different in various aspects in terms of doubling of infrastructure capacity at the airport and 
significantly reduced traffic projections owing to the pandemic. As a result, using the results of efficient 
O&M as the basis to project future costs may not be correct in Authority's view. The Authority has 
taken note of BIAL's comments stating that FY20 should be considered as base year for forecasting 
operating expenditure for the Third Control Period. The Authority has considered FY20 as base year 
for forecasting operating expenditure for the Third Control Period. 

7.5.12	 The Authority noted BIAL's comments on the concerns regarding percentages of gross block proposed 
by the Authority to calculate the O&M cost. The Authority noted that BIAL in its business plan 
submitted to the Authority for the Third Control Period had themselves considered 0% as the R&M 
cost for the capitalization year since the assets were proposed to be capital ized at the end of the year 
by BIAL. The Authority, accordingly, based on BIAL's submission had considered 0% as the cost for 
the year of capitalization of the assets. For the percentages thereafter, the Authority has given its view 
in the above paras and has ·noted that since the assets will be underutilized for major part of the Third 
Control Period, accordingly, the Authority sees no reason to revise its proposal given in the 
Consultation Paper. 

7.5. I3	 The Authority also notes BlAL's comments on the other expenses which have not been considered by 
BIAL separately in its submission. The Authority is of the view that though these expenses are 
mandatory in nature, they have never been submitted separately but considered as a part of the O&M 
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expenses only. On certain one-time expense proposed by BIAL, the Authority is of the view that these 
expenses shall be recovered by BIAL as pari of the true up based on actuals in the next control period. 

7.5.\4	 For the other comments given by BIAL, the Authority has stated its position as part of the Consultation 
Paper no. 10/2021-22. Based on the above, the Authority has made adjustments in the O&M costs and 
the revised asset addition for the Third Control Period. Accordingly, the O&M costs decided by the 
Authority for the Third Control Period are given in the table below which will be trued up based on 
actuals in the next control period. 

Table 139: O&M cost decided by the Authority for the Third Control Period 

Operating expenses FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 
Total (FY22

FY26) 

Total O&M running cost 
- Infra 

87.59 96.45 130.56 145.49 \63.05 623.15 

Total O&M costs - [C'I' 30.0\ 31.48 56.26 59.02 61.9\ 238.67 

Total other O&M costs 13.68' 14.84 \6 .05 17.33 18.67 80.57 

Total O&M costs 131.28 142.77 202.88 221.84 243.63 942.39 

A lineation Ratio - Other 
O&M costs 

9U.311% 90.57% 89.03% 88.88% 88.72% 

Total aero O&M costs 118.65 129.30 180,63 197.17 216.15 841.89 

• cost reductionmeasures proposed by RIAL have been deducted from other O&M costs 

Lease Rent 

7.5 .15	 The Authority has taken a note of the BlAL's comments regarding revision of lease rental by 
Government of Karnataka, The Authority examined the Government Order submitted by BIAL dated 
161h October 2020 and noted that: 

• The concession period has been extended for a further 30 years effective 24 1h May 2038 . 

•	 The annual increment of lease rental has been fixed at 6% per annum in the extended concession 
period which becomes operational with effect from 24'h May 2038. 

•	 The site cost has been increased from INR 2\ 1.78 cr. to INR 302.15 cr. by including cost towards 
interest paid on HUDCO loans and additional compensation paid to landowners effective 24 1h May 
2022. 

7.5.16	 Accordingly, the Authority based on the government order has decided to revise the lease rentals (as 
per the revised site cost) after making adjustments of the area given to BACL. Therefore, the revised 
lease rentals for the Third Control Period are given in the table below: 

Table 140: Lease rentals decided by the Authority for the Third Control Period 

Operating expenses FY 2022 

Lease Rental s	 \5.11 

Revised allocation ratio 99.98% 

Aeronautical lease rentals -15.10 

FY 2023 

21.26 

99.31 % 

21.11 

FY 2024 FY2025 FY 2026 Total 

22.87 23.56 24.26 107.06 

98.75% 97.56% 96.18% 

22.58 22.98 23.34 105.12 

Utility expenses 

7.5.17	 The Authority has reviewed the submissions made by BIAL relating to Utility expenses. The Authority 
notes that it has considered reasonable assumptions in estimating the projections and detailed the same 
in the Consultation Paper no. 10/2021-22. However, the Authority notes that there has been delay in 
capitalization of Terminal 2 which was not factored at the time of the Consultation Paper no. 10/2021
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22. Accordingly, the Authority has revised the utility expenses based on the delay in capitalization of 

as se ts. The Authority has also revi sed the utili ty recoveries based on the submissions made by BIAL. 

7.5.18	 Based on the above, the net power co st decided by the Authority for the Th ird Contro l Period is given 

in the table below: 

Table 141: Net power cost decided by the Authority for the Third Control Period 

Particulars 2022 2023 2024 2025 2026 Total 

Contract demand (kVA) 15000 33000 45000 45000 45000 183000 

Consumption (mn kWh) 77 95 125 125 125 546.73 

Contract demand charges (INR per KVA per annum) 2880 2880 28S0 28S0 2880 14400 

% increase 0.0% 0.0% 0.0% 0.0% 

Power unit tariff(INR per kWh) 6.70 7.03 7.38 7.74 8.12 36.96 

% increase 4.90% 4.90% 4.90% 4.90% 

Contract demand cost (INR cr.) 4.32 9.50 12.96 12.96 12.96 52.70 

Power consumption cost (INR cr.) 5 1.79 66.7 1 92.10 96.62 101.35 408.57 

Total power cost (INR cr.) 56.11 76.21 105.06 109.58 114.31 461.27 

Recovery % 51% 49% 119% 49% 50% 

Net power cost (INR cr.) 28.49 37.36 51.58 54.10 56.76 228.28 

7.5 .19 Based on the a bove changes, the net water cos t dec ided by the Authority for the Third Control Period 

is given in the table below: 

Table 142: Net water cost decided by the Authority for the Third Control Period 

Particulars 2022 2023 2024 2025 2026 T otal 

Potable water requirement - Existing (kL pCI'day) 1694 1778 1778 1778 1778 8806 

Potable water requirement - Future (kL per day) 0 0 2600 2600 2600 7800 

Potable water requirement (kL per day) 1694 1778 4378 4378 4378 16606 

Potable water requ irement met through RWI I 50% 50% 50% 50% 50% 

Potable water requirement  payable by BIAL 
(kL per day) 847 889 2189 2189 2189 8303 

Cost of potable water (INR per kl.) 98.21 103.03 108.07 113.37 118.92 542 

% increase 4.90% 4.90% 4.90% 4.90% 

Potable water cost (lNR cr.) 3.04 3.34 8.63 9.06 9.50 33.57 

Recovery % - potable water 45.00% 45.00% 45.00% 45.00% 45.00% 

Net potable water cost (INR cr.) 1.67 1.84 4.75 4.98 5.23 18.47 

Raw water - consum ption (crore kl.): 0.04 0.04 0.07 0.07 0.07 0.29 

Cost of raw water (INR per kl. ) 26.60 27.90 29.27 30.70 32.2 1 146.68 

% increase 4.90% 4.90% 4.90% 4.90% 

Raw water cost (lNR cr.) 0.97 1.02 2.14 2.24 2.35 8.72 

Net water cost (INR cr. ) 2.64 2.86 6.89 7.22 7.58 27.18 
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FY FY FY FY FY FY 
Total 

Operating expenses (INR cr.) 
2021 2022 2023 2024 2025 2026 

(FY22
FY26) 

Total Rates and Taxes as per 
8.29 8.70 9.12 13.22 13.87 14.55 59.45

Authority 
lntlation(%) 4.90% 4.90% 4.90% 4.90% 4.90% 

% growthdue to increase in area (%) 0.00% 0.00% 40.00% 0.00% 0.00% 

Revised allocation ratio(%) 86.85% 86.85% 86.85% 86.85% 86.85% 
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7.5.20	 Accordingly, the revised aeronautical utility cost for the Third Control Period decided by the Authority 
is given below: 

Table 143: Aeronautical utility cost decided by the Authority for the Third Control Period 

Particulars 2022 2023 2024 2025 2026 Total 

Net powercost 28.49 37.36 51.58 54.10 56.76 228.28 

Net watercost 2.64 2.86 6.89 7.22 7.58 27.18 

Less: Aero utility recoveries 2.48 2.48 2.73 2.86 3.00 13.54 

Aeronautical utility cost 28.65 37.73 55.74 58.47 61.33 241.92 

Insurance 

7.5.21	 The Authority noted BIAL's comments relating to increase in insurance premiums on account of 
Covid-19 impact. The Authority noted that the pandemic has impacted the aviation sector and the 
Authority has accordingly factored the same in its proposal for insurance in the Consultation Paper no. 
10/2021-22 for the Third Control Period. However, the Authority has revised the insurance cost for 
the Third Control Period based on the revision in asset addition and the gross block ratio. Based on the 
above, the insurance cost decided by the Authority for the Third Control Period is given below: 

Table 144: Insurance cost decided by the Authority for the Third Control Period 

FY 2022 FY 2026 TotalOperating expenses FY 2023 FY2024 FY 2025 
Insurance Cost 5.11 5.82 10.98 11.16 43.9110.85 

87.84% Allocation Ratio 91.99% 87.81% 87.79% 87.78% 
Aero insurance cost 4.70 9.80 38.775.11 9.52 9.64 

Rates and Taxes 

7.5.22 The Authority has taken note of BIAL's submission in which BIAL has stated that the rates and taxes 
estimate submitted by BIAL relates to only the costs incurred by BIAL and does not include costs 
proposed to be incurred by BACL. 

7.5.23 However, the Authority noted from BIAL's submission that the rates and taxes include property tax 
paid by BIAL for the terminal building. Since, the terminal building is used for providing both aero 
and non-aero services, hence the Authority is of the view that the rates and taxes needs to be considered 
as common and bifurcated based on the terminal area ratio. 

7.5.24 The Authority also decides to shift the 40% growth in rates and taxes from FY22 to FY23 due to the 
delay in terminal building capitalization to 31Sl December 2022. Accordingly, the Rates and Taxes 
decided by the Authority for the Third Control Period are given below: 

Table 145: Rates and Taxes decided by the Authority for the Third Control Period 
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Total 
FY FY FY FYFY FY 

(FY22Operating expenses (INR cr.) 
2024 2025 20262021 2022 2023 

FY26) 

Aeronautical Rates and Taxes as per 
12.637.55 7.92 11.48 12.04 51.63

Authority 

Marketing & Advertisement 

7.5.25	 The Authority has reviewed the submissions made by BIAL relating to Marketing and Advertisement 
expenses. The Authority based on the revised traffic projections has revised the aeronautical collection 
cost for the Third Control Period. The Authority also decides to undertake the following changes in its 
proposal given as part of the Consultation Paper no. 10/2021-22 with regards to sales and marketing 
cost: 

•	 Revise the sales and marketing cost for FY22 by considering the actual sales and marketing cost 
for FY21 increased with 10% (similar to the proposal given in the Consultation Paper no. 10/2021
22). 

•	 The Authority also decides to consider the allocation ratio of FY21 as the allocation ratio for the 
Third Control Period. 

•	 lhe Authority also decides 'to shift the one-time sales and marketing expense related to T2 from 
FY22 to FY23 based on the delay in capitalization of Terminal 2. 

7.5.26	 Based on the above, the sales and marketing expenses decided by the Authority for the Third Control 
Period is given below: 

Table 146: Sales and marketing expenses decided by the Authority for the Third Control Period 

Operating expenses FY2021 FY 2022 FY 2023 FY 2024 FY2025 FY 2026 Total 

Sales and marketing eost-
7.46 8.21 9.03 9.93 10.92 12.01 50.10Normal increase 

% change 10% 10% 10% 10% 10% 

Sales and marketing cost- One 
5.00 5.00time expense 

Total sales and marketing 
7.46 8.21 14.03 9.93 10.92 12.01 55.10cost 

Aeronautical ratio 84.10% 84.10% 84.10% 84.10% 84.10% 84.10% 

Aeronautical sales and 
6.27 6.90 11.80 8.35 9.19 10.10 46.34marketing cost - Revised 

7.5.27 Accordingly, the marketing and advertisement expenses decided by the Authority for the Third Control 
Period are given in the table below: 

Table 147: Marketing and Advertisement expenses decided by the Authority for the Third Control 
Period 

Operating expenses FY 2022 FY 2024 FY 2025 FY 2026 TotalFY 2023 

Aeronautical collection cost 8.03 9.34 10.84 38.393.33 6.84 

46.34Aeronautical salesand marketing cost 6.90 11.80 8.35 9.19 10.10 

Aeronautical marketing and 
20.95 84.7310.23 18.64 16.38 18.53

advertisement cost 
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Corporate Social Responsibility (CSR) 

7.5.28	 The Authority based on the revisions in other building blocks has revised the aeronautical CSR cost. 
Accordingly, the revised aeronautical CSR decided by the Authority for the third control period is 
given in the table below: 

Table 148: Aeronautical CSR decided by the Authority for the Third Control Period 

Total 
Particulars 2019 2020 2021 2022 2023 2024 2025 2026 (FY22

FY26) 

Aero revenues 960 829 350 444 Lll3 1.620 2.204 2,360 7,740 

30% of non-aero revenues 0 0 0 0 0 0 0 0 0 

Aero operational expense -370 ·430 -377 -411 -505 -615 -699 -748 -2.978 

EBITDA 590 399 -27 32 609 1,005 1.505 1.612 4.762 

Aero Depredation -278 -199 -270 -289 -432 -573 -565 -568 -2.428 

Interest expenses -94 -120 -176 -214 -250 -639 -636 -623 -2,363 

Aero PBT 218 80 -473 -471 -73 -207 303 420 -28 

Average Aero PBT (last 
3 financial years) 

-58 -288 -339 -250 7 -928 

Aeronautical CSR 
expenses(2% of average 0.00 0.00 0.00 0.00 0.15 0.15 
PBT) 

General Administration Cost 

7.5.29 The Authority has taken note of BIAL's comments on General Admin Cost. The Authority is of the 
view that considering the present scenario where the pandemic has significantly impacted the sector, it 
is imperative for the airport operators to rationalize their costs and plan them in an efficient manner. 
The Authority based on the analysis of stakeholder cominents has decided to undertake the following 
changes to general admin costs for the Third Control Period: 

• The Consultancy & Legal, Travel costs and Office costs are projected for the Third Control Period 
by keeping FY21 actual cost as base duly increased by inflation. 

7.5.30 Based on the above, the general admin expenses decided by the Authority for the Third Control Period 
is given below: 

Table 149: General admin costs decided by the Authority for the Third Control Period 

Operating expenses FY2021 FY 2022 FY 2023 FY 2024 FY2025 FY 2026 Total 

Consultancy and Legal 17.91 18.79 19.71 20.67 21.69 22.75 103.61 

% increase 4.90% 4.90% 4.90% 4.90% 4.90% 

Travel Costs 6.24 6.55 6.87 7.20 7.56 7.93 36.10 

% increase 4.90% 4.90% 4.90% 4.90% 4.90% 

Office Costs 1.32 1.38 1.80 1.89 1.98 2.08 9.13 

% increase 4.90% 30.00% 4.90% 4.90% 4.90% 

Total general admin cost 25.47 26.72 28.37 29.77 31.22 32.75 148.84 

Allocation Ratio 52.29% 90.00% 90.00% 90.00% 90.00% 90.00% 

Aeronautical general admin cost 13.32 24.05 25.54 26.79 28.10 29.48 133.95 
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Concession Fee 

7.5.31	 The Authority has noted comments from BIAl on Concession Fee. The Authority is of the view that 
the treatment of concession fee is done as per its guidelines and tariff determination philosophy. 
However. the Authority has revised the concession fee based on the revised revenue estimates and 
collection cost which will be trued up based on actuals in the next control period. The aeronautical 
concession fee for the Third Control Period decided by the Authority is given below: 

Table 150: Aeronautical concession fee decided by the Authority for the Third Control Period 

Revenues FY 2022 FY2023 FY2024 FY2025 FY 2026 Total 

Aviation Revenues 293.03 910.45 1.390.13 1.932.16 2.054.91 6,580.68 
Aviation Concession 
Revenues 

150.54 202.85 229.63 271.71 304.77 1.159.49 

Less: Collection cost 3.33 6.84 8.03 9.311 10.84 38.39 
Total revenues 440,24 1,106,45 1,611.73 2,194.53 2,348.83 7,701.78 

Percentage 4.00% 4.00% 4.00% 4.00% 4.00% 
Aeronautical 
Concession Fees 

17.61 44,26 64.47 87.78 93.95 308.Q7 

ORAT 

7.5.32	 The Authority has noted comments from BlAl on ORAT. The Authority decides to consider the ORAT 
expenses as part of the capital asset additions instead of the operational purposes as per the Chapter :) 
on Regulatory Asset Base and Depreciation for the Third Control Period. 

Response to FIH Mauritius, Siemens and APAO's comments on Operating Expenses 

7.5.33	 The Authority examined the comments from FIH Mauritius, Siemens and APAO on the operating 
expenses proposed by the Authority for BIAl for the Third Control Period. The Authority noted that 
these stakeholders have raised concerns regarding the assumptions ofO&M costs for new asset addition 
and non-usage of study on efficient O&M to forecast O&M expenses for BlAL. 

7.5.34	 The Authority's response to BIAl's comments in Para 7.5.10, 7.5.11. 7.5.12 and 7.5.13 addresses the 
comments made by FIH Mauritius. Siemens and APAO with respect to assumptions ofO&M cost and 
non-usage of study on efficient O&M to forecast future expenses for BfAL. 

Response to lATA's comments on Operating Expenses 

7.5.35	 The Authority examined the comments from lATA on Operating expenses. The Authority has given 
its response to these comments below: 

•	 The Authority understands that the operating costs must be adjusted in view of the current situation 
of pandemic. Accordingly, the Authority based on its analysis had undertaken changes to BIAl's 
submission for the true up of the second control period and forecast of the third control period to 
ensure efficiency in operating costs. 

•	 The Authority noted comments from lATA on personnel expenses. The Authority noted that BIAL 
had taken measures towards the headcount and personnel cost such as giving no increments for 
FY20. freeze on all new hires for FY2f etc. Further, the Authority has taken appropriate revisions 
in headcount proposed by BIAL taking into account the current pandemic. 

•	 For O&M cost and utilities, the Authority has undertaken detailed analysis to arrive at the relevant 
assumptions and is of the view that there is no reason to change these assumptions . 
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•	 The Authority noted comments from lATA on insurance. The Authority is of the view that the 
riskiness of the aviation sector has increased owing to the current pandemic leading to an expected 
increase in insurance premiums. The Authority has factored this in as part of its proposal for 
insurance in the Consultation Paper. 

•	 The Authority has given its comments on the Marketing & Advertisement and CSR expenses as 
part of its analysis in the true up of operating expenses in the second control period. 

•	 The Authority has noted the comments given by lATA on general admin expenses. The Authority 
has considered FY21 expenses based on the audited financial statements of BIAL subject to tests 
of efficiency as part of efficient O&M study. The 30% increase in office costs is planned only for 
FY23 to account for increase in number of employees as well as for the infrastructure created 
during the Third Control Period. 

•	 The Authority's response to BIAL's comments in Para 7.5.32 addresses the comments made by 
lATA on ORAT. 

•	 The Authority has taken a note of IATA's comment on undertaking independent study for the third 
control period ann is of the view that the Authority will decide to undertake the study at the time 
of the true-up of the next control period. 

Response to FIA's comments on Operating Expenses 

7.5.36	 The Authority's response to lATA's comments in the above paras addresses the comments made by 
FIA on undertaking independent study. 

7.5.37	 On FIA's comment regarding rationalization of cost items/no escalation to BIAL, the Authority notes 
that it has undertaken a detailed analysis of the submission made by BIAL and has accordingly revised 
the same based on reasonableness. 

7.5.38	 On FIA's comment regarding exclusion ofCSR, the Authority noted that it has included CSR expenses 
as part of operational expenditure based on the Hon' ble TDSAT judgement dated 16th December 2020 
as detailed in Para 104 .3. 

Response to AOC and Blue Dart's comments on Operating Expenses 

7.5.39	 The Authority noted BIAL's comments given in response to AOC that the concession fee is mandated 
under the concession agreement and cannot be abolished. The Authority is of the view that BlAL's 
response to AOC is adequate. 

7.5040	 The Authority's response to FIA's comments in Para 7.5.38 addresses the comments made by Blue 
Dart on CSR. 

Summary of Operational expenditure decided by the Authority for the Third Control Period 

7.5 Al Based on the above, the allocation ratio decided by the Authority for the Third Control Period is given 
below: 

Table 151: Operational expenditure aeronautical allocation ratio decided by the Authority for the 
Third Control Period 

Operating expenses FY 2022 FY 2023 FY 2024 FY2025 FY 2026 

Personnel expenses 87.65% 87.65% 87.65% 87.65% 87.65% 

O&M (others) 90.38% 90.57% 89.03% 88.88% 88.72% 

Lease Rent 99.98% 99.31% 98.75% 97.56% 96.18% 

Utilities 100.00% 100.00% 100.00% 100.00% 100.00% 
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Operating expenses 

Insurance 

Rates & taxes (other than IT) 

Collection Cost 

Marketing & Advertising 

General admin costs 

FY 2022 FY 2023 FY 2024 

87.79% 

86.85% 

100.00% 

FY2025 

87.78% 

86.85% 

100.00% 

84. 10% 

90.00% 

FY 2026 

87.84% 

86.85% 

100.00% 

84. 10% 

90.00% 

9 1.99% 87.81% 

86.85% 86.85% 

100.00% 100.00% 

84.10% 84. 10% 84.10% 

90.00% 90.00% 90.00% 

7.5.42	 Accordingly. the ae ronautical operating exp enditu re decid ed by the Author ity for the Third Contro l 

Per iod is g iven below : 

Table 152: Aeronautical operating expenditure decided by the Authority for the Third Control Period 

Op erating expenses FY 2022 FY 2023 FY 2024 FY2025 FY 2026 Total 

Personnel expenses 184.70. 2 14.95 227.4 1 264.66 280.00 1.171.72 

O&M 11 8.65 129.30 180.63 197.17 2 16.15 841.89 

Lease Rent 15.10 2 1.11 22.58 22.98 23.34 105.12 

Utilities 28.65 37.73 55.74 58.47 6 1.33 241.92 

Insurance 4.70 5.11 9.52 9.64 9.80 38.77 

Rates & taxes (other than IT) 7.55 7.92 11.48 12.04 12.63 51.63 

Marketing & Advertising 10.23 18.64 16.38 18.53 20.95 84.73 

CSR 0.00 0.00 0.00 0.00 0.15 0.15 

General admin costs 24.05 25.54 26.79 28.10 29.48 133.95 

Total operating expenses 393.63 460.31 550.53 611.58 653.83 2,669.89 

Concess ion fee 17.61 44.26 64.47 87.78 93.95 308.07 

DRAT 0.00 0.00 0.00 0.00 0.00 0.00 

Total operating expenditure - Aero 411.24 504.57 615.00 699.36 747.78 2,977.96 

7.6 Authority's decision regarding operating expenses for the Third Control Period 

Based on the material before it and its analysis, the Authority has decided the following with regards to 

op erating expenses for the Third Control Period: 

7.6.1	 To consider allocation ratio as set out in Table 151 above for the Third Contro l Period 

7.6.2	 To co nsider aeronautical operating expenditure as se t out in Table 152 for the Third Contro l Period 

7.6.3	 To true up the operating expenditure for the cu rrent control pe riod bas ed on actu als, at the time of 

determination of tariff for the next control period . 
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8 NON - AERONAUTICAL REVENUE FOR THE THIRD CONTROL PERIOD 

8.1 BIAL's submission relating to NOli - Aeronautical Revenue (NAR) 

8.1.1	 BIAL in its submission dated 241h July 2020 to AERA has stated that it follows a concessionaire model 
for managing commercial activities at the airport. BIAL submitted that it has entered into a Service 
Provider Right Holder Agreement (SPRH) with service providers wherein BIAL is entitled for agreed 
percentage of revenue share on gross turnover or Minimum Annual Guarantee (MAG) whichever is 
higher. 

8.1.2	 BIAL in its submission has given reference of Article 10of the Concession Agreement (signed between 
BIAL and MoCA) read with Schedule 6, regulated charges according to which only Landing, Parking, 
Housing, PSF and UDF are to be regulated. Further, BIAL has also stated that as per Article 10.3 of 
the CA, BIAL is free to determine the charges to be imposed in respect of facilities and services 
provided at the airport or on site other than facilities and services which are regulated. 

8.1.3	 Accordingly, BIAL has considered the following services as non - aeronautical and considered only 
Landing, Parking, Housing and UDF to be aeronautical. 

•	 Car park 

•	 Terminal entry / Miscellaneous services 

•	 Retail 

•	 Food and Beverages 

•	 Advertising and Promotions 

•	 Rent and Land Lease 

•	 Lounge Services 

•	 Utility Charges 

•	 Flight Catering 

•	 Cargo, Ground Handling and Fuel Farm 

•	 ICT (including CIC) 

8.1.4	 BIAL has also mentioned about the impact of covid-19 pandemic on the aviation sector resulting in 
reduced passenger traffic and impacting passenger sentiments considering safety and social distancing 
norms while travelling. BIAL has estimated the non-aeronautical revenues for the Third Control Period 
basis the following: 

•	 "The projections are majorly based on the business plan projections submitted by the 
concessionaire as per the agreement entered into with BIAL for a tenure ranging between I to 15 
years." 

•	 "Terminal-Z Phase I is proposed to be commissioned by March 2022. Post commissioning, 
commercial activities at both the terminals will take time to stabilize and generate streamlined 
revenues. Accordingly, Non-Aero Revenues are expected to stabilize on Iy towards the end of the 
Third Control Period." 

•	 "Most of the Non-Aeronautical contracts are due for extension. But, considering the current 
economic scenario, tremendous efforts are needed to encourage commercial operators at Airports 
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considering a lower passenger footfall and also reduction in per passenger revenues. Hence, this 

will translate to lower revenue share to SIAL." 

•	 "BIAL has, in FY 2020-21, in order to support the concessionaires affect ed by COVID-19 has 

extended reset of Minimum Guarantee and reduced the existing revenue share percentages. The 

impact of the same is also considered in the projections of Non-Aero Revenues for FY 2020-21 

and the initial years in the Third Control Period." 

8.1.5	 As per BIAL, the non - aeronautical revenu es are projected to reach pre - covid levels (FY 2020) by 

FY 2024, in tandem with passenger traffic of FY 2020 levels being reached in FY 2024. 

Passenger Traffic Related Revenue 

8.1.6	 The basis of projection adopt ed by SIAL for NAR which is driven by passenger traffic is given in the 

table below: 

Table 153: Basis of projections of NAR driven by passenger traffic as given by BIAL 

Revenue stream Basis of projection as adopted by BIAL 

Car park 
Revenue from car park is driven by a combination of passenger growth. inllation and 
penetration OW l' the base year. 

Retail 
The growth factors for retail are assumed considering the inflation, penetration and 
proportionate to the increase in.passengers 

F&R 
The growth factors for F&B are assumed considering the inflation, penetration and 
proportionate to the increase in passengers 

Advertising & 
Promotions 

The advertising revenue projections is considered based on the new concession term of 
longer tenure with the recovery of passenger viewership tor attracting the Global brands 
along with the digital media coverage, together with factoring the intlation. 

Lounge revenues 
The growth factors for lounge are assumed considering the inflation, penetration and 
proportionate to the increase in passengers 

Non - aviation revenue The growth factors for non-aviation revenue (others) are assumed considering the 
(Others) projected growth rate as estimated by BIAL management in line with traffic growth 

8.1.7	 Based on the above, the non - aeronautical revenue submitted by SIA L as part of its MYTP submission 

is given in the table below : 

Table 154: Non - aeronautical revenue as submitted by BIAL in its MYTP 

Particulars (INR cr.) FY2022 FY2023 FY2024 FY2025 FY2026 Total 

Non - Aviation revenues (A) 
Car park 50.48 71.09 95.16 110.66 128.76 456.1 6 

Retail 61.12 127.96 149.77 173.66 201.60 714.11 

Food & Beverage 32.42 48.28 62.98 73.24 85.21 302.13 
Advertising & 
Promotions 

52.69 75.83 92.52 107.60 125 .1 9 453.83 

Rents and Land Leases 51.73 64.30 67.51 74.43 78.15 336.12 
Lounge Revenues 15.56. 27.16 34.12 39.67 46.1 6 162.66 

Utility Charges 5.55 5.55 5.97 5.96 5.96 28.98 

Flight Catering 8.35 8.68 9.03 9.39 9.76 45.20 
Non-Aviation Revenues 
- Others 

8.81 10.03 10.97 11.81 12.98 54.60 

Misc. Income (Including 
entry) 

0.00 0.00 0.00 0.00 0.00 0.00 
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Particulars (INR cr.) FY2022 FY2023 FY2024 FY2025 FY2026 Total 

Total non - aviation 
286.70 438.87 528.03 606.41 693.77 2553.79 

revenues 
Aviation Concessions (B) 
Cargo 41.23 48.69 53.69 59.67 67.09 270.37 

Fuel Farm 5.28 6.73 7.67 8.78 10.06 38.51 

Ground Handling 49.87 62.71 68.32 74.87 81.96 337.73 

ICT 16.65 17.18 17.73 18.29 18.88 88.73 

Common Infrastructure 

Charge 
44.75 60.74 70.59 82.09 95.51 353.69 

Total Aviation 
Concessions 

157.78 196.05 218.00 243.70 273.51 1089.03 

Total non-
aeronautical revenue 444.48 634.91 746,02 850.11 967.28 3642.81 

(1\+8) 

8.2 Authority's examination regarding non-aeronautical revenues for Third Control Period 

8.2.1	 The Authority hus evaluated the submissions made by BIAL relating to non aeronautical revenues. 

Cargo, ground handling, fuel, CUTE/ CUSS, common infrastructure charges and aerobrtdges revenues 

8.2.2	 The Authority noted that BIAL had considered revenue from cargo, ground handling, fuel, CUTE/ 
CUSS, common infrastructure charges and aerobridges (aviation concession revenues) as non 
aeronautical revenues. The Authority in line with its decision taken in the 2nd control period based on 
the AERA Act, 2008, AERA guidelines, concession agreement of BIAL and Hon'ble TDSAT 
judgement dated 16th December 2020 proposes to consider revenue from cargo, ground handling, fuel, 
CUTE/ CUSS, common infrastructure charges and aerobridges as aeronautical revenue for the Third 
Control Period. 

Passenger related non-aeronautical revenues 

8.2.3	 The Authority noted that the non - aeronautical area is estimated to increase by around 156% with the 
opening of the new Terminal 2 in FY22. Further, the Authority noted that the car parking capacity will 
also increase after commissioning of Multi Model Transport Hub (MMTH) in FY22. The non-aero 
area increase projected with the opening up of the new terminal is given below: 

Table 155: NAR area increase due to opening of Terminal 2 based on area statement submitted by 
RIAL 

Non-aeroareas
 

Lounges
 

Rctail Area
 

F&Il Area
 
Supporting Facilities (Airline Office,
 

Concessionaires Offices & OtherTicketing 
Offices, etc.,) 

Total 

1'1 

5296 

6412 

2838 

2701 

17247 

T2 

4485 

13685 

6851 

1862 

26883 

Total % increase 
9781 85% 

20097 213% 

9689 241% 

4563 69% 

44130 156% 

8.2.4	 However, the Authority noted that BIAL has not considered the increase in the non-aeronautical area 
and the MMTH while estimating the non-aeronautical revenues for the Third Control Period. The 
Authority sought clarification from BIAL in this regard. 
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8.2.5	 BIAL in its response had requested the Authority to project the non-aeronautical revenue on a per 
passenger basis rather than on an increase in area basis considering the factors impacting the non
aeronautical revenue in the Third Control Period including impact of covid-19. BlAL's response is 
produced below: 

"SIAL is on the cusp a/large infrastructure development with FZ, TI refurbishment proposed after the 

commencement of new terminal. Still the onboarding ofpartners is yet to commence with the Pax 

recovery path of4 to 5 ye ars to reach the pre-Covid levels in terms a/passenger proftie. While there 

is addition to the Terminal space, these revenues are largely dependent on the growth in passengers 

and hence. the revenue estimates are made based on the Passenger growth along with inflation 

irrespective ofterminal space increase." 

8.2.6	 The Authority is of the view that the projections of the non-aeronautical revenues are primarily 
dependent on the passenger traffic. Higher terminal area and new facilities help the airport operator to 
capture the revenue when the traffic increases. However, the Authority notes that the passenger traffic 
are expected to be lower than FY20 tor the next couple of years due to the CaVILJ 19 pandemic. Thus, 
the Authority is of the view that it is reasonable to assume passenger traffic as the primary driver of the 
non-aeronautical revenues for those years. The Authority notes that the Terminal 2 operations might 
become relevant driver of the passenger linked non-aeronautical revenues during the end of the Third 
Control Period once the traffic goes beyond the pn.:-COVID levels, however, lit the current stage it is 
difficult to ascertain quantitatively the impact on the passenger linked non-aeronautical revenues. In 
view of the above, the Authority proposes to forecast the passenger linked non-aeronautical revenues 
on the basis of the per passenger revenues and the revised passenger traffic. 

8.2.7	 The Authority noted the trend of revenue growth in key heads of non -aeronautical revenue as follows: 

Table 156: Non-aeronautical revenue per passenger analysis by Authority for key non-aero revenue 
heads 

Particulars' 

Revenue for key heads (in INR cr.) 

FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 Total 

International Passengers 3.4 

Domestic Passengers 15.6 

Total passengers 19.0 

Car park 

Retail 

F&13 

Flight catering 

Lounge revenues 

Advertising & Promotion 

Miscellaneous non-aeronautical revenue 

Growth rates (value terms) 

Car park 

Retail 

1-'&13 

Flight catering 

Lounge revenues 

Advertising & Promotion 

Miscellaneous non-aeronautical revenue 

Average revenue per passenger 

44.47 

88.6 

25.18 

8.26 

14.72 

53.32 

6.43 

63.34 75.40 88.71 90.27 

105.32 118.47 143.38 160.91 

3\ .88 41.10 56.96 69.15 

9.08 9.90 12.67 11.71 

19.91 26.90 33.53 38.77 

71.77 77.87 77.64 75.16 

5.89 7.98 9.85 14.29 

42% 19.0% 17.7% 1.8% 

19% 12.5% 21.0% 12.2'Yo 

27% 28.9% 38.6% 21.4% 

10% 9.0% 28.1% -7.6% 

35% 35.1% 24.6% 15.6% 

35% 9% 0% -3% 

-8% 36% 23% 45% 

19.3 23.1 28.8 27.8 

3.6 3.8 4.5 4.6 

22.9 26.9 33.3 32.4 

362.20 

616.68 

224.26 

51.61 

133.83 

355.76 

44.44 
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Particulars	 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 Total 

Revenue per passenger (INR) 

Car park 23.44 28.02 26.63 27.90 

Retail 

27.68 

46.70 49.72 

F&B 

46.03 44 .02 43.05 

21.37 

Flight catering 

13.27 13.93 15.27 17.10 

3.62 

Lounge revenues 

4.35 3.97 3.68 3.80 

7.76 11.98 

Advertising & Promotion 

8.70 10.00 10.07 

23.23 

Miscellaneous non-aeronautical revenue 

28.10 28.94 23.31 31.37 

4.423.39 2.57 2.97 2.96 
• historical non-aeronautical revenues ofFY 21 are not considered for analysis due 10 the impact ofCOVID·19 

8.2.8	 The Authority has also looked at the projections of major sub-heads under non-aeronautical revenue 

submitted by SIAL. The major heads along with revenu e per passenger based on SIAL's projections 

is given below: 

Table 157: Major subheads under NAR and their per passenger analysis based on DIAL's MYTP 

submission 

Total 
FYFY FY FY FY FYFY 

(FY22
20262020 2021 2022 2023 2024 2025 

FY26) 

Cal' park 

Parking services revenue 

Particulars 

29.1 33.8 125.2 

Parking services revenue / pax 

26.8 5.9 15.8 21.5 25.0 

14.6 15.4 15.4 15.4 15.4 76.816.5 15.4
(INRlpa,,)
 

Taxi services revenue
 88.9 309.0 

Taxi services revenue / pax 

57.9 11.8 32.1 65.7 76.446 .0 

40.4 185.135.8 29.6 32.9 40.4 40.431.1
(INRIpax) 

Limousine revenue 5.2 6.1 22.0 

Limousine revenue / pax 

5.6 1.0 2.6 3.6 4.5 

2.5 2.8 2.8 2.8 13.43.5 2.5 2.6 
(INRIpax)
 

Total car park revenue
 128.8 456.2 

Total car park revenue / pax 

90.3 18.7 71.1 95.2 110.750.5 

275 .3 55.8 46.7 49 .0 50.8 58.5 58.5 58.5 
(INRIpax) 

Retail Revenue 

Retail - Domestic revenue 116.5 

Retail - Domestic revenue / pax 

27.9 4.6 11.7 17.7 23.1 28.4 35.7 

18.5 79.920.1 12.4 16.4 17.3 13.0 14.8 
(INR/pax) 

Retail- International 4 1.2 108.3 124.3 141.7 509 .9 

Retail - International revenue / 

103.9 8.8 94.4 

pax (INR/pax)
'----'---- - - - I-

453 .9 
- - -t-

299.2 

- -

461 .8 314.1 
t- - -+- - -t-

484.9 

- -

509.1 

+-- - -t-

230 1.0 531.0 

- ----if- -----i 
RetaiI - Others 5.9 1.0 2.8 5.1 6.6 8.0 10.0 32.4 

Retail others revenue / pax 
(INRIpax) 

3.6 2.5 2.7 3.6 4.0 4.2 4.6 19.\ 

Retail - Forex 23.3 1.2 5.5 10.9 11.9 13.0 14.2 55.3 

Retail lorex revenue / pax 
(INRIpax) 

101.6 39.6 41.6 53.1 53.1 53.1 53.1 254 .1 

Total retail revenue 160.9 15.6 61.1 128.0 149.8 173.7 201.6 714.1 

Total Retail revenue / pax 
(lNR/pax) 

579.2 353.7 371.4 533.4 558.5 583.8 607.2 2654.1 

F&B 
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Particulars 

FY 
2020 

FY 
2021 

FY 
2022 

FY 
2023 

FY 
2024 

FY 
2025 

FY 
2026 

Total 
(FY22
FY26) 

f &B - Domestic 27.6 5.8 14.7 21.8 29.0 33.8 39.3 138.5 

f&B - Domestic revenue / pax 
(INRlpax) 

19.9 15.6 16.4 18.2 20.7 20.5 20.3 96.0 

f &B - International 6.9 0.6 2.8 5.6 6.4 7.5 8.7 30.9 

F&13 - International revenue / 
pax (INRJpax) 

30.1 20.0 21.0 27.3 28.7 30.5 32.5 140.0 

f& B - Others 34.6 5.5 15.0 20.9 27.6 32.0 37.3 132.8 

F&B - others revenue / pax 
(INRlpax) 

2 1.4 13.8 14.5 15.0 16.9 16.9 16.9 80.3 

Total f &B revenue 69.2 11.9 32.4 48.3 63.0 73.2 85.2 302.1 

Total F&B revenue / pax 
(INRlpax) 

71.4 49.4 51.8 60.5 66.3 68.0 69.7 316.3 

Advertising & Promotion 

Advertising & promotion 75.2 19.9 52.7 75.8 92.5 107.6 125.2 453.8 

Advertising & promotion 
revenue J pax (INRJpaxl 

23.2 24.9 25.6 27. 1 28.4 28.4 28.4 138.0 

Lounge Revenue 

Lounge - Domestic 23.4 4. 1 10.6 15.4 20.6 23.9 27.8 98.2 

Lounge - Domestic revenue / 
pax (INRJpax) 

16.9 11.2 11.7 12.9 14.6 14.5 14.4 68.1 

Lounge - International 15.2 1.0 4.8 11.4 13.1 15.2 17.7 62.2 

Lounge - International revenue / 
pax (INR/pax) 

66.4 34.6 36.3 55.9 58.7 62.4 66.4 279.6 

Day Hotel 0.1 0.1 0.2 0.4 0.5 0.6 0.6 2.3 

Day hotel revenue / pax 
(INRJpax) 

0.1 0.2 0.2 0.3 0.3 0.3 0.3 1.4 

Total lounge revenue 38.8 5.3 15.6 27.2 34.1 39.7 46.2 162.7 

Total lounge revenue / pax 
(INRJpax) 

83.4 46.0 48.3 69.0 73.6 77.2 81.1 349.1 

8.2.9	 The Authority ' s ana lys is of major heads und er NAR driv en by passen ger traffi c is g iven below. 

Car park 

8.2.\0	 The Authority sought clarifications from BIAL for the basis of projections of car park. BIA L's response 

is given below: 

"The vallies are in line with the pal:growth based on the base ye ar. In the initial 3 to " years the growth 

rate is high proportionate to theP(LI: growth. However. while lot ofA irport commuters depend on publ ic 

transport like lJA41'C'. with the increase in last mile connectivity & Opening 0/SWAR (South west 
Access Road) this is likely to change where next to airport premises the parking is offered at minimal 

prices and passengers are also being pickedfrom Arrivals directly. " 

8.2.11	 The Authority noted BIAL submissions abov e on car park revenues, the opening of south west access 

road as well parkin g being offered to passengers at minimal prices. 

8.2.12	 The Authority analy zed the revenue head s on a per passenger basis and proposes the following to 

forecast the car park reve nues for the Third Control Period: 
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•	 SIAL had projected the parking service revenue!pax to remain constant at FY22 levels during the 
Third Control Period. SIAL had projected nil increase in FY22, FY25 and FY26 for the limousine 
revenue! pax. The Authority proposes to consider a nominal increase of 5% per year in parking 
service revenue! pax and limousine revenue! pax for the Third Control Period. 

•	 SIAL had projected the taxi service revenue!pax to have no increase for FY25 and FY26. The 
Authority proposes to consider a nominal increase of 5% per year in taxi service revenue! pax in 
FY25 and FY26. 

8.2.13	 The Authority proposes to compute the car park revenues based on the above revenue per pax and the 
revised passenger traffic for the Third Control Period. 

Retail revenue 

8.2.14	 The Authority noted that the retail business of SIAL includes domestic, international, other revenues. 

8.2.15	 The Authority sought clarifications from RIAL for the basis of projections of retail revenue. RIAL's 
response is given below: 
"As majority ofthe agreements are expired, these have been extended temporarily and considering the 

Post -Covid sentiments like travel/tourism/Hospitality recovery, longer tenure options [or capex 

investment to make the business viable, the growth.factors assumed are considering the inflation and 

proportionate to the increase in pax" 

8.2.16	 The Authority analyzed the revenue heads on a per passenger basis and proposes the following to 
forecast the retail revenues for the Third Control Period: 

•	 SIAL had projected the retail domestic revenue to grow at a slower rate compared to the growth 
observed in the Second Control Period. The Authority proposes to increase the domestic retail 
revenue per departing domestic pax by 16% per year from FY23 onwards so that the domestic 
retail revenue per departing domestic pax will reach the pre-COVID levels ofFY20 in FY25. 

•	 The Authority notes the international retail revenue per departing international pax as per SIA L's 
projections will reach pre-COVID levels by FY23 which seems reasonable. The Authority 
proposes to consider the international retail revenue per departing international pax as per SIAL's 
submission. 

•	 BIAL had projected the retail forex revenue per departing international pax to remain constant for 
the period FY23 - FY26. The Authority proposes to increase the forex revenue per departing 
international pax by nominal growth of 5% per year from FY23 to FY26. 

8.2.17	 The Authority proposes to compute the retail revenues based on the above revenue per pax and the 
revised passenger traffic for the Third Control Period. 

Food & Beverage (F&B) 

8.2.18	 The Authority noted that the F&S business of BIAL is classified under three categories i.e. domestic, 
international and other revenues. 

8.2.19	 The Authority sought clarifications from SIAL for the basis of projections of F&S revenue. SIAL's 
response is given below: 
"As majority ofthe agreements are expired, they have been extended temporarily and considering the 

Post-Covid sentiments like travel/tourism/Hospitality recovery, longer tenure options for capex 

investment to make the business viable the growth factors assumed are considering the inflation and 

proportionate to the increase in pax" 
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8.2.20	 The Authority analyzed the revenue heads on a per passenger basis and proposes the following to 
forecast the F&B revenues for the Third Control Period: 

•	 BIAL had projected a degrowth in F&B domestic revenue/ departing pax for FY25 and FY26. The 
Authority proposes to consider a nominal growth of 5% per year for FY25 and FY26. 

•	 BIAL had projected the F&B international revenue/departing pax to grow slower In FY24 
compared to domestic F&B revenue/ departing pax. The Authority proposes to consider the growth 
of international F&B revenue/ departing pax similar to the growth in domestic F&B revenue/ 
departing pax from FY24 to FY26. 

•	 BIAL had not considered the inflation growth rate of 5% in FY23, FY25 and FY26 in the F&B 
others revenue/ departing pax. The Authority proposes to consider the nominal growth rate of 5% 
in FY23, FY25 and FY26 on the F&B Others Revenue/ departing pax. 

8.2.21 The Authority proposes to compute the F&B revenues based on the above revenue per pax and the 
revised passenger traffic for the Third Control Period. 

Advertising & Promotions 

lU.22	 The Authority sought clarifications from I:3IAL tor the basis otprojecnons of advertising and promotion 
revenue. BIAL's response is given below: 
"The advertising revenue projections are considered based on the new concession term of longer 
tenure with the recovery ofpassenger viewershipfor attracting the Global brands along with the digital 
media coverage. together withfactoring the inflation. .. 

8.2.23	 BIAL had projected the advertising & promotion revenue/departing pax to remain constant for FY25 
and FY26. The Authority proposes to consider the nominal growth rate of 5% in advertising & 
promotion revenue/departing pax in FY25 and FY26. 

8.2.24	 The Authority proposes to compute the advertising and promotions revenues based on the above 
revenue per pax and the revised passenger traffic for the Third Control Period. 

Lounge Revenue 

8.2.25	 The Authority noted that the lounge revenue of BIAL is classified under three categories i.e. domestic, 
international and day hotel. 

8.2.26	 The Authority sought clarifications from BIAL for the basis of projections of lounge revenue. BIAL's 
response is given below: 
"Considering the Post-Covid sentiments like travel/tourism/Hospitality recovery, longer tenure 
optionsfor capex investment to make the business viable the growth factors for revenue projections 
are assumed proportionate to the pax whilefactoring inflation. .. 

8.2.27	 The Authority analyzed the revenue heads on a per passenger basis and proposes the following to 
forecast the lounge revenues for the Third Control Period: 

•	 BIAL had projected a degrowth in lounge domestic revenue/departing pax for FY25 and FY26. 
The Authority proposes to increase the lounge domestic revenue/ departing pax of FY25 and FY26 
by the growth rate of FY24 such that lounge domestic revenue/ departing pax reaches pre-COY! D 
levels of FY20 by FY25. 

•	 BIAL has projected the lounge international revenue/departing pax to grow slower than the lounge 
domestic revenue/departing pax. The Authority proposes to consider the same growth rate for both 
lounge international revenue/ departing pax and lounge domestic revenue/ departing pax such that 
lounge international revenue/ departing pax reaches pre-COVID levels of FY20 by FY25. 
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8.2.28 The Authority proposes to compute the lounge revenues based on the above revenue per pax and the 

revised passenger traffic for the Third Control Period. 

8.2.29 Based on the above, the revenue /passenger for various NAR heads driven by passenger traffic is given 

in the table below : 

Table 158: Revenue/pax considered by the Authority for various pax driven NAR heads 

Particulars FY 2020 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 

Car park 
Parkingservices revenue / pax 
(INR/pa'l:) 

16.53 14.62 15.36 16.12 16.93 17.78 18.67 

Taxi services revenue / pax 
(INR/pa'l:) 

35.79 29.61 3 1.09 32.87 40.39 42.41 44.53 

Limousine revenue / pax 
(INR/pa'l:) 

3.47 2.50 2.63 2.76 2.90 3.04 3.19 

Retail Revenue 

Retail - Domestic revenue / pax 
(INR/pax) 

20.08 12.36 12.97 15.09 17.55 20.4) 23.73 

Retail - International revenue / 
pax (INR/pax) 

453.88 299.18 314.14 461.81 484.90 509.14 531 .04 

Retail others revenue / pax 
(INR/pax ) 

3.61 2.54 2.67 3.63 4.03 4.22 4.55 

Retail lorex revenue / pax 
(INRlpax) 

101.61 39.60 41.58 53.14 55.79 58.58 6 1.51 

F&B 
F&B - Domestic revenue / pax 
(INRJpaxl 

19.87 15.58 16.36 18.20 20.68 21.71 22.80 

F&13 - International revenue / 
pax (fNR/pax) 

30.12 19.95 20.95 27.33 31.16 32.71 34.35 

F&B - others revenue I pax 
(INR/pax) 

21 .41 13 .81 14.50 15 .71 17.79 18.67 19.61 

Advertising & Promotion 
Advertising & promotion 
revenue / pax (INR/pa'l:) 

23.23 24.93 25.55 27.09 28.44 29.86 31.36 

Lounge Revenue 
Lounge - Domestic revenue / 
pax (INR/pax) 

16.87 11.17 11.72 12.88 14.64 16.65 18.93 

Lounge - International revenue / 
pax (INR/pax) 

66.40 34.57 36.29 55.85 63.67 72.59 82.75 

Day hotel revenue I pax 
(INR/pax) 

0.09 0.24 0.25 0.27 0.29 0.30 0.32 

8.2.30	 The Autho rity 'S analy sis of major heads under NAR other than those driven by passenge r traffic is 

given below . 

Rent and Land lease 

8.2.31	 The Authority noted the submi ssions of BIAL relating to rent and land lease revenue. The Authority 
observed that BIAL had consid ered revenues from aeronautical concessionaires as part of rent and land 

lease revenues. The Authority in line with its decision taken in the 2nd control period proposes to 

consider rent and land lease revenue from aeronautical concessionaires as aeronautica l revenue and 
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deduct the same from the rent and land lease revenue submitted by SIAL. Hon'ble TDSAT judgement 
dated 16th December 2020 has also upheld the stand of the Authority. 

8.2.32	 The Authority sought clarifications from SIAL for the basis of projections of rent and land lease 
revenue. SIAL 's response is given below: 
" I. Rate increase of 5% considered as per rental agreements. (For thefirst 2 years 2021-22 and 2022

23 rate increase is considered to fa ctor for certain contracts that have begun in earlier years) 

2. Due to COVID-19, capacity utilization of Offices, Airline Buildings and PTB Storage has been 

negatively impacted. The reduced utilizations have been considered f or FY21 and thereafter. 

3. Increase in Rental space is due to T2 Phase I and Airline Buildings expected to be commissioned in 

FY23 and FY 25. " 

8.2.33	 The Authority, in line with its decision in the First Control Period order for BIAL, proposes to consider 
the revenues from cargo village as non-aerona utical revenues. 

8.2.34	 The Authority has proposed notional lease rent for the office space leased to AAI for the Second 
Control Period as per para 3.9.13 and 3.9.14. Similarly, the Authority proposes to consider a notiona I 
lease rental for the office space leased to AAI for the Third Control Period. 

8.2.35	 The Authority also requested SIAL to share the land lease and rental space at SIAL till FY26. Below 
is the data shared by SIAL: 

Table 159: Area breakup of land lease and rental space at BIAL 

FY 2025 FY 2026 FY 2021 FY 2022 FY 2023 FY 2024 Particulars (sq. m.) 
4097 4097 4375 43753648 3648 Ollice Building 

12251 122515997 5926 10670 10670Airline building 
29942427 2614 2614 27072427Storage space & canteen 
1331013719 1331 0 13310 13310 13310 Land leases 

8686 8686 86868380 8686 8686 Cargo vill age 

8.2.36	 Based on the above, the lease rent calculated by the Authority along with the year-an-year growth rate 
is given in the table below: 

Table 160: Lease rent calculated by the Authority along with the year-an-year growth rate 

Particulars (INR per sq. m. per annum) FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 

Airsid e/l.and side 11516 11915 14043 14745 15765 16242 

% increase 3% 18% 5% 7% 3% 

Office 21422 22493 23886 25080 26485 27809 

% increase 5.00% 6.19% 5.00% 5.60 % 5.00% 

I.and lease 4350.8 4615.2 4845.9 5088.2 5342.6 5609.8 

% increase 6.07% 5.0% 5.0% 5.0% 5.0% 

Cargo Village 1567.5 1622.5 1679.3 1738.1 1798.9 1861.9 

% increase 3.51% 3.50 % 3.50% 3.50% 3.50% 

8.2.37 Based on above, the revised rent and land lease computed by the Authority is given below: 

Table 161: Rent and land lease computed by the Authority for the Third Control Period 

Particulars FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 Total 

Rent and land lease 25.71 36.35 38.14 43.84 46.01 190.06 

AAI office space - Notional lease rental 14.50 15.23 15 .99 16.79 17.63 80.13 

Total rent and land leases 40.21 51.57 54.13 60.63 63.64 270.18 
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Flight Catering 

8.2.38 The Authority noted the submissions of BIAL relating to revenue from flight catering. The Authority 
observed the percentage change in revenue projections by BIAL as given in the table below: 

Table 162: Revenue projections submitted by BIAL relating to flight catering 

Total 
FY 2020 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 (FY22 -

Particulars FY26) 

Flight catering 11.7 I 5.56 8.35 8.68 9.03 9.39 9.76 45.21 

% change in revenue 

projections -7.6% -52.5% 50.0% 4.0% 4.0% 4.0% 4.0% 

8.2.39 The Authority noted that BIAL had projected a slower growth rate for flight catering in the Third 
Control Period as compared to a CAGR growth of9% tor the period FY17 - FY20. 

8.2.40 As per the projections submitted by BIAL, the revenue from flight catering is not expected to reach 
pre-covid levels (FY20) during the Third Control Period. The Authority proposes to revise the flight 
catering revenues to reach pre-covid levels in FY24 i.e. one year after the recovery of ATM traffic and 
revise the revenues accordingly. 

8.2.4 J The flight catering revenues considered by the Authority for the Third Control Period is given in the 
table below: 

Table 163: Flight catering revenue considered by the Authority for the Third Control Period 

Partieu lars 

Flight catering 

FY 2022 

8.35 

FY 2023 

9.08 

FY 2024 

11.71 

FY 2025 

12.74 

FY 2026 

13.87 

Total 

55.75 

Utility Charges 

8.2.42 The Authority noted the utility recovery charges submitted by BIAL. The Authority based on the 
decision taken in the 2nd control period proposes to consider only the utility revenue from non
aeronautical concessionaires as non - aeronautical revenue. Hon'ble TDSAT judgement dated 16th 

December 2020 has also upheld the stand of the Authority. 

8.2.43 Accordingly, the utility revenue proposed by the Authority for the Third Control Period is given below: 

Table 164: Utility revenue proposed by the Authority for the Third Control Period 

Partielilars 

Utility charges 

FY 2022 

1.91 

FY 2023 

3.42 

Miscellaneous non-aeronautical revenues (non-aviation revenues (others) as per BlAL) 

8.2.44 The Authority noted the miscellaneous non-aeronautical revenues submitted by BIAL. The Authority 
sought clarifications from BIAL on the details of miscellaneous non-aeronautical revenues as well as 
the basis for projections. The response given by BIAL is produced below: 
"Revenuefrom Non-Aviation Others comprises ofall minor heads ofNon-Aviation Revenues other 
than those identified and fisted individually. The main components oft'Non-Avtation Revenue Others" 
includes Reception Desk. Annual passes, fines / penalties. Oil Spillage, Smoking Lounge, Meet and 
Assist Revenues, E-POS etc. 
The estimates are made considering projected growth rate as estimated by Management, broadly 
considering the traffic growth. " 
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8.2.45	 The Authority noted that SIAL had projected a slower growth rate for miscellaneous non-aeronautical 
revenues (existing) in the Third Control Period as compared to a CAGR growth of 34% for the period 
FY17- FY20. The Authority proposes to revise the III iscellaneous non-aeronautical revenues (existing) 
such that it reaches the pre-COVID levels by FY25. 

8.2.46	 SIAL in its submission dated 12 April 2021 provided the detaiIs of additional revenues streams in the 
miscellaneous non-aeronautical revenues for the Third Control Period. These included the rentals from 
the petrol pump and MRO facility. The Authority has included these rentals as part of the miscellaneous 
non-aeronautical revenues (new). 

8.2.47	 The miscellaneous non-aeronautical revenues considered by the Authority for the Third Control Period 
is given below: 

Table 165: Miscellaneous non-aeronautical revenues considered by the Authority for the Third Control 

Period 

Particulars 

FY 
2020 

FY 
2021 

FY 
2022 

FY 
2023 

FY 
2024 

FY 
2025 

FY 
2026 

Total 
(FY22
FY26) 

Miscellaneous non-

aeronautical revenues 
14.29 7.77 22.89 25.32 27.62 30.20 33.05 139.08 

% change in revenue 

projections 
45% -46% 194.7% 10.64% 9.07% 9.32% 9.44% 

Real Estate 

8.2.48	 The Authority noted that SIAL had not considered real estate revenue as part of non - aeronautical 
revenue. As per the decision taken by the Authority in the Second Control Period order and based on 
the AERA Act, 2008, AERA guidelines, concession agreement of SIAL and Hon'ble TDSAT 
judgement dated 16'h December 2020, the Authority proposes to treat income from real estate as part 
of non - aeronautical revenues. 

8.2.49	 The Authority has calculated the real estate revenue basis the following: 

•	 SIAL has entered into an agreement with SAHL from I April 2019. As per the agreement between 
SAHL and SIAL, annual lease rent of INR 2.48 cr. with an escalation of 10% every 3 years is 
payable by SAHL. Accordingly, it is proposed to consider the lease rent from BAHL based on the 
agreement signed between BAHL and BIAL as non-aeronautical revenue. 

•	 The Authority had noted that SIAL has formed a subsidiary Bengaluru Airport City Limited 
(BACL) in January 2020 to carry out real estate activities. BIAL had submitted that the revenues 
from BACL to BIAL is nil in FY21. The Authority requested SIAL to submit the revenue 
projections from BACL to BIAL. The projections submitted by BIAL are considered as non
aeronautical revenue. 

•	 Revenue from fuel outlet, helipad and others is considered as non-aeronautical revenue. 

8.2.50	 Accordingly, the real estate revenue considered by the Authority for the Third Control Period is as 
follows: 

Table 166: Real estate revenue considered by the Authority 

Particu lars 

Real Estate Revenue 
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Interest Income 

8.2.51	 In the Second Control Period order, the Authority had decided to consider revenue from interest income 

as non-aeronautical revenue. Accordingly, the Authority proposes to consider the interest income as 
\61h non-aeronautical revenue for the Third Control Period. Hon'ble TDSAT jud gement dated 

December 2020 has also upheld the stand of the Authority. 

Table 167: Interest income considered by the Authority 

Particulars	 I FY 2022 I FY 2023 I FY 2024 I FY 2025 I FY 2026 TotalI 
Interest income I 23.81 I 11 .02 I 1.04 I 7.38 I 21.00 I 64.25 

Non-aeronautical revenue considered by the Authority for the Third Control Period 

8.2.52 The NAR considered by the Authority for the Third Control Per iod is given below: 

Table 168: NAR considered by the Authority for the Third Control Period 

Particulars FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 Total 

Car park revenue 52.12 88.22 119.84 146.55 179.31 586.04 

Retail Revenue ol .oJ 114.04 162.70 194.03 231 .94 784.32 

F&B Revenue 33.38 59.67 78.96 96.38 117.7\ 386.08 

Lounge Revenue 15.94 31.\8 40.94 53.30 69.46 210.83 

Advertising & promotion 54.27 92.36 113 .22 138.45 169.40 567.69 

Rent and land lease 40.21 51.57 54.13 60.63 63.64 270.18 

Flight catering 8.35 9.08 11.71 12.74 13.87 55.75 

Miscellaneous non-aeronautical revenues 22.89 25.32 27.62 30.20 33.05 139.08 

Utility charges 1.91 3.42 3.59 3.77 3.95 16.65 

Real estate 3.30 13.36 21.47 39.32 62.02 139.46 

Interest income 23.81 11.02 1.04 7.38 21.00 64.25 

Total NAR 317.78 519.25 635.21 782.76 965.35 3220.35 

8.3 Stakeholder comments regarding non-aeronautical revenues for the Third Control Period 

8.3.1	 Subsequent to the stakeholder consultation process, the Authority has received comments! views from 
various stakeholders in response to the proposals of the Authority in the Consul tation Paper no. 10! 
2021-22 with respect to non-aeronautical revenues for the Third Control Period. The comments by 

stakeholders are presented below: 

RIAL's comments on non-aeronautical revenues for the Third Control Period 

8.3.2	 The comments from BIAL with regards to the non-aeronautical revenues are given below: 

•	 "Th e Authority understandsthe impact COVID has had on the wider aviation sec tor. In the context 

of Non aeronautical reven ues, CO VID impact is expected to be much grea ter on account a/ the 

following: 

•	 Third Control period is a period/or BIAL where: 

0	 Covid-1 9 pandemic has shaken thefoundation a/ the euphoric traffic growth estimates and has re

set the Industry 's growth by 13 years. The levels oftraffic witnessed in FY 2 1 are those that were 

seen in India 13 years ago. 

0 In the immediate short term and medium term. profile a/travelers is expected to be vel)' different 

fro m the profile and 1/1/\ of the passengers be/ore Cov id- 19 scenario. The long term passenger 

profile is also expe cted to evolve differ ently than those observed in the past. 

'6~ ;mt1"/j ~ 344 1P a g e 
~<\ - ¢; 

~, ~~~ 
g' \-1 
~ I J1/! 1 
\\ 

~
~~ 

~
j 

~ ..... llf:. 
'~ t#" · · R ;';(J1"ir~ . 



Order No. iii 202i-22/or the Third Control Period KiA, Bengaluru 

o	 Change in Business dynamics and the shrinking 0/disposable incomes pose a threat to even the 

assured base level revenue per passenger estimates considered earlier. 

o	 BIAL '01' earlier passenger traffic profile was that 0.1" Corporate travellers from ITIBPO, Business 
travellers and professionals with higher disposable income, resulting in higher commercial 

revenues. With the Pandemic necessitating virtual meetings, the travel 01" passengers from this 

segment will take longer time to return and wi/! accordingly impact the commercial revenues. 

o	 Passenger sentiments have undergone a sea change and there is vel)' little predictability and trend 

available to project the passenger behaviour and spend estimates in the future. 

o	 Non-Aeronautical revenues are more influenced by lnternational traffic. However, with 

uncertainty on lruernational traffic, commercial revenues and spend per passenger are estimated 

to be severely impacted. 

o	 Concessionaires at BIAL are required to incur Capital Expenditure to create multiple 

lrfrastructure facilities. Hence, they are expected to negotiate/or lower revenues I revenue share 

to be provided to BIAL unlike the past period. 

o	 Until there is a critical mass ofpassenger traffic. Brands are not enthused to spend on Advertising 

and this severely impacts BIAL '01' estimate a/Advertisement Revenues. 

•	 Estimate 0.1" Non-Aeronautical revenues submitted by BIAL as part 01" MYTP submissions were 
made a year ago and did not factor the/allowing key changes. 

o	 There was an expectation a/immediate resumption ofInternational flights, which have not begun 
for over a year now and there is no clear visibility on the same, as yet. 

o	 Second wave ofCovid-Lv pandemic and the possible Third Wave a/Pandemic hasfurther affected 

the already severely impacted traffic and Non-Aero assumptions as above. 

o	 Delayed availability a/vaccine has also impacted passenger travel and sentiments 0.1"spend in the 

airport while trave/!ing. 

•	 Despite the Industry situation and the challenges mentioned above, in line with the most optimistic 
traffic projections considered in Section 5, BIAL proposes to submit the revised Non-Aeronautical 

Revenues, considering the Income Per Pax (IPP) to be largely aligned to the estimates proposed 

by the Authority. 

•	 Hence, BIAL requests AERA to take cognizance a/this and consider BIAL 's revised submissions 

as below. 

Revenue Per Passenger Proposed by Revenue Per Passenger Considered by 
Authority BIAL 

Particulars FY FY FY FY FY FY22 FY23 FY24 FY25 FY26 
22 23 24 25 26 

Parking 
15.4 16,1 16.9 17.8 18.7 15.4 16,1 16.9 17.8 18.7 

Taxi service 
31.1 32.9 40.4 42.4 44.5 31.1 32.9 40.4 42.4 44.5 

Limousine 
2.6 2.8 2.9 3.0 3.2 2,6 2.8 2.9 3.0 3.2 

Retai l - Domestic 
13.0 15.1 17.6 20.4 23.7 13.0 15.1 17.6 20.4 23.7 

Retail- lnt 
314.1 461.8 484 .9 509.1 531.0 314.1 461.8 484.9 509,1 531.0 
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Particulars 

Retail - Others 

Retail - Forex 

F&B - Domestic 

F&B - Int 

F&B - Others 

Advertising 

l.ounge - Domestic 

Lounge - Int 

Lounge - Day hotel 

Revenue Per Passenger Proposed by 
Authority 

FY FY FY FY FY 
22 23 24 25 26 

2.7 3.6 4.0 4.2 4.6 

41.6 53.1 55.8 58.6 61.5 

16.4 18.2 20.7 21.7 22.8 

21.0 27.3 31.2 32.7 34.4 

14.5 15.7 17.8 18.7 19.6 

25.6 27.1 28.4 29.9 31.4 

11.7 12.9 14.6 16.7 18.9 

36.3 55.9 63.7 72.6 82.8 

0.3 0.3 0.3 0.3 0.3 . 

Revenue Per Passenger Considered by 
BIAL 
FY22 FY23 FY24 FY25 FY26 

2.7 3.6 4.0 4.2 4.6 

41.6 

16.4 

21.0 

14.5 

25.6 

11.7 

36.3 

53.1 

18.2 

27.3 

15.7 

27.1 

12.9 

55.9 

55.8 

20.7 

31.2 

17.8 

28.4 

14.6 

63.7 

58.6 

21.7 

32.7 

18.7 

29.9 

16.7 

72.6 

61.5 

22.8 

34.4 

19.6 

31.4 

18.9 

82.8 

0.3 0.3 0.3 0.3 0.3 
• Revenue estimates considering the above assumptions are summarized as below 

Revised Revenue Projection (Cr,) 

Particulars FY20 FY21 FY22 FY23 FY24 FY25 FY26 Total 

Parking 26.7 8.0 11.7 25.1 31.0 37.8 46.1 151.7 

Taxi service 57.9 16.2 23.6 51.3 73.9 90.1 110.0 348.9 

Limousine 5.6 1.4 2.0 4.3 5.3 6.5 7.9 26.0 

Retail - Domestic 27.9 6.5 9.3 21.0 28.5 38.8 52.8 150.3 

Retail - Int 103.9 6.9 14.1 78.5 99.4 114.6 130.1 436.7 

Retail - Others 5.8 1.4 2.0 5.7 7.4 9.0 11.2 35.3 

Retail - Forex 23.3 0.9 1.9 9.0 11.4 13.2 15.1 50.6 

F&B - Domestic 27.6 8.1 11.7 25.3 33.6 41.2 50.7 162.6 

F&B - Int 6.9 0.5 0.9 4.6 6.4 7.4 8.4 27.8 

F&B - Others 34.6 7.5 11.0 24.5 32.6 39.7 48.4 156.2 

Advertising 75.2 27.2 38.8 84.5 104.1 126.9 154.9 509.3 

Lounge - Domestic 23.4 5.8 8.4 17.9 23.8 31.6 42.1 123.8 

Lounge - lnt 15.2 0.8 1.6 9.5 13.1 16.3 20.3 60.8 

Lounge - Day hotel 0.1 0.1 0.2 0.4 0.5 0.6 0.8 2.6 

Total 434.3 91.3 137.3 361.7 470.9 573.6 698.9 2242.5 

Authority's Proposal BIAL's Revised Proposal 

Particulars FY22 I FY23 I FY24 I FY25 FY26 I Total FY22 FY23 I FY24 I FY25 I FY26 I Total 

I I I I I I I I 
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Authority's Proposal BlAL's Revised Proposal 

Particulars FY22 FY23 FY24 FY25 FY26 Total FY22 FY23 FY24 FY25 FY26 Total 

Car park 52.1 00.2 119.8 146.6 179.3 506.0 37.3 00.7 110.2 134.4 164.0 526.6 

Retail 6 1.6 134.0 162.7 194.0 231.9 784.3 27.3 114.2 146.7 175.5 209 .2 672.9 

Food & 33.4 59.7 79.0 96.4 117.7 306.1 23.7 54.5 72.5 88.3 107.6 346.5 
Beverage 
Advert ising 54.3 92.4 113.2 138.5 169.4 567.7 38.0 84.5 104.1 126.9 154.9 509.3 
& 
Promo tions 
Loun ge 15.9 31.2 40.9 53.3 69.5 210.8 10.2 27.0 37.4 48.6 63.2 187.2 
Revenues 

Total 217.3 405.5 515.7 628.7 767.8 2,535.0 137.3 361.7 470.9 573.6 698.9 2,242.5 
Revenue 
rcn 

Revenue 205 238 259 271 284 259 181 232 257 270 283 256 
Per Pax 

Interest Income 

•	 BIAL does not agree with the interpretation that Interest Income should be part 0/ Non-

Aeronautical lncome. 

•	 Even assuming that AERA were to consider Interest Income as Non-Aeronautical Revenues. in the 

uncertain times ofCov id-19pandemic when there are huge uncertainties over the Traffic estimates 
and considering the need to have adequate cashflows, BIAL requests that AERA may reckon the 

interest income only at the time oftrue up ofthe Revenues ofthe third control period during the 

f ourth control period as has been done by the Authority in case 0./ other Airports. 

Notional Lease Rental from AAI 

•	 AERA has considered a notional lease rental from AAI. 

•	 BIAL has submitted its explanations and justifications on why this should not be cons idered in 
Para 4.17. BIAL requests the Authority to accordingly exclude the samefrom the estimation 0/ 
Non-Aeronautical Revenues. 

Summ (J/ l' 

BIAL requests the Authority to 

•	 Take cognizance 0./ the Ground realties and challenges faced by BIAL in managing the various 

streams ofNon-Aeronautical Revenues. 

•	 Accord a just andfair treatment and estimate projected revenues realistically. 

•	 Consider BIAL 's current re-estimated Non-Aeronautical projections which have been estimated 

afresh in light ofongoing business circumstances and the passenger trafficforecasts proposed by 

BIAL. 

•	 Not consider Notional Revenue/ or place leased to AA I. 
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•	 As the Terminal-Z commissioning is proposed to be shift ed to FY 23, we request the Authority to 

accordingly consider the changes to Lease Rental Revenues also. 

•	 Consider Interest Income only at the time of True up during Fourth control period. 

Other stakeholder comments on non-aeronautical revenues for the Third Control Period 

8.3.3 FIH Mauritius Investments Ltd. commented on non-aeronautical revenue as follows: 

•	 "Authority has assum ed an optimistic growth ratefor Non-aeronautical revenues f or BIAL. The 

assumed growth rates are much high er than the rates adopted in the recent DIAL and MlAl: tariff 

orders. Because of drastic f all in traffic, non-aeronautical income of airport operators has been 

severely impacted and this has aff ected the profitability ofthe operators. 

The recovery period andgrowth thereafter of non-aeronautical revenues appear unrealistic. as the 

passenger profile. travel habits and behaviour are poised to undergo significant changes post 

Covid 19. 

We therefore request Authority to apply the prin ciples f ollowed in DIAL and MIAL tarifforders 

regarding recovery ofNon-aeronautical revenues to pre- Covid levels. .. 

8.3.4 Siemens commented on non-aeronautical revenue as follows: 

•	 "Authority has projected the ret11m to Pre-Covidlevels hy FY?O?~ , This is in contradiction to the 

traffic assumption made by AERA, wherein it is mentioned that lnternational traffic will return to 

pre-Covid levels only in FY2024 . 

International Traffic contributes substantially to the non-aeronautical revenues and given the 

uncertainties regarding resumption and recovery ofthe same. the assumption made by AERA 

regarding non-aeronautical revenues appear misplaced and not realistic. 

We therefore requ est AERA to moderate the Non aeronautical proj ections and adopt prin ciples 

used in DIAL & MIAL 3rd control period tariff orders regarding recovery of Non-aeronautical 

revenues to pre-Covid levels. " 

8.3.5 MIAL commented as follows: 

•	 "The Non-aeronautical revenues assum ed by the Authority are velY high and need to be re-worked 

in fight ofbleak passenger traffi c scenario due to COVID-19 pandemic. 

The Authority is kindly requested to consider the above points raised by us while determining the 

tarifffor the Kempegowda International Airport. Bengaluru. .. 

8.3.6 APAO commented as follows: 

•	 ..We have observed that the Auth ority has assumed an over optimistic growth rate for Non

aeronautical revenues, & the growth rates are much higher than the rates adopted in the recent 

DIAL & MIAL tarifforders. 

On account of drasti c fall in traffic, non-aeronautical income cf ' airport operators has been 

severely impacted and this has aff ected the profitability ofthe operators. 

Authority has projected the return to Pre-Covid levels by FY 2023 . The Authority , in DIAL and 

MIAL 3rd control period tariff orders. had considered a return to pre -Covid levels in FY 2024 

only. These 2 airports have substantial international traffic when compared to BIAL. 

International Traffic contrib utes substantially to the non-a eronautical revenues and in the absence 

ofrecovery oft he same, the assumption made by AERA in regard to non- aeronautical revenues 

appear misplaced and not realistic. 
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DIAL & MIAL orders were issued before 2nd wave of Covid hit the country & it is hard to 

understand as to how BIAL can recover faster than DIAL & MlAl: Moreover, scheduled 

international/lights are yet to commence and considering the uncertainty regarding international 

traffic recovery, we are unable to understand the logic behind AERA 's projections. Infact, BIAL 's 

international traffic as a percentage is much lower as compared to DIAL & Ivl/AL. 

We therefore request Authority to apply the principles followed in DIAL and MIAL tariff orders 

regarding recovery ofNon-aeronautical revenues to pre-Covid levels. " 

8.3.7 lATA commented on non-aeronautical revenue as follows: 

•	 "8.3.1 To consider non-aeronautical revenue as set out in Table 130 above/or the Third Control 

Period 

- Cargo, ground handling, fuel, CUTEI CUSS. common infrastructure charges and aerobridges 

revenues 

As previously indicated, we agree that such income should be treated as aeronautical 

- Car Parking 

We agree with the nominal increase in car parking as well as aligning it to the amendedpax traffic. 

AERA may also wish to consider that the FY23 car park revenue Ipax should be at least the same 

as that achieved in FY 20 (unless it can be demonstrated that there is a shift in transport modality 

({Ivay from car) 

- Retail revenue 

We agree with including assumptions jar increases. We would propose that the retail domestic 

revenue to reach FY20 levels in FY23 since it is expected that domestic traffic will reach this level 

on this year. 

Also, with the opening of a new terminal, there is an opportunity for economies 0/ scope and 

increase the service offering, wh ich should translate into a higher revenue per passenger (i. e. on 

top of inflation adjustments). Generally, there is an elasticity bigger than I. AERA may wish to 

consider this for its order. 

-F&B 

We agree that adjustments are needed to the forecasts provided by BLR. Since domestic traffic is 

expected to be back by FY23 (as per AERA forecast), F&B domestic revenue should at be the same 

as that ofFY20 (plus inflation}. We request AERA to consider thisfurther adjustment. 

- Advertising and promotions 

We wonder whether the incomefrom advertising should be significantly higher due to the opening 

of a new Terminal (since there will be a significant amount 0/ space that could be used jar 

advertising, and this will not be driven by passenger numbers). We would appreciate/or AERA to 

give further thought on this aspect and decide whether there should be a significant increase in 

this regardfrom the opening ofn. 

- Lounge 

Similar to previous comments, we would like to request AERA to consider increase domestic lounge 

revenue to match FY20 by FY23 since this is the year AERA predicts Domestic traffic will be back 

to FY20 levels. 

- Rent and Land Lease 
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We agree with the assumptions for land leases. We also agree to assume a notional incomefrom 

the ,1,11 building. The only comment we would like to raise, and as raised in the section regarding 

the true up ofthe Second Control period, is whether such notional lease should be considered as 

aeronautical, since ,1,11 provides an essential aeronautical service. We would appreciate/or AERA 

to consider this/or the order. 

- Flight catering 

Since/light catering is an essential aeronautical service, we would appreciate AERA to consider 

reallocating this income as aeronautical revenue (similar to that a/Cargo, Ground handling, etc). 

- Utility revenues 

We agree with AERA '.I' approach in relation to utility revenues 

- Miscellaneous & Real Estate 

We agree with AERA '.I' proposals. 

- Interest income 

In the section relating to the true up ofthe Second Control Period we commented on whether such 

income should be treated as aeronautical. In any case, it should at least be considered as non

aeronautical revenue. 

•	 8.3.2 To consider notional lease rental/or ,1,11 office space as non-aeronautical revenues in the 

Third Control Period as per Table 122 

We agree with assuming a notional lease. What we would likefor AERA to consider is whether 

such lease should be considered as aeronautical (since AAI provides essential aeronautical 

services). 

•	 8.3.3 To treat real estate revenue as non-aeronautical revenues as stated in Table /28 above. 

We agree with the proposals as these are in line with the TDSAT ruling. 

•	 8.3.4 To treat interest income as non-aeronautical revenues as stated in Table 129 above. 

As previously mentioned, consideration should be given as to whether this should be considered 

as aeronautical. But in any case, it should be at least considered non-aeronautical. 

•	 8.3.5 To true up non-aeronautical revenues for the current control period, at the time of 

determination oftarifffor the next control period. 

We agree with the proposal" 

8.3.8 FIA commented as follows: 

•	 "FIA submits AERA to conduct an independent study on the Non-Aeronautical Revenues, in 

accordance with AERA Act. 

Without prejudice to the above, FlA submits that: 

l.Increase in non-aeronautical revenue is a function 0/ passenger traffic growth, inflationary 

increase and real increase/escalations in contract rates. AERA to ensure no adjustments are 

proposed to non-aeronautical revenue which is not dependent on traffic but are derivedfrom 

agreements with concessionaires; and 

2. 'Royalty' is in the nature 0/ market access fee, charged (by (I/~V name or description) by the 

services providers under various headings. 
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These charges are passed on to the airlines by the service providers. The rate ofroyalty at SIAL is 

upto approx. 30%. It may be pertinent to note that market access fee by any name or description 

is not practiced in most ofthe global economies, including European Union, Australia etc. In view 

ofthe above, we urge AERA to abolish such royalty which may be included in any ofthe cost items 

- aeronautical and non -aeronautical. " 

8.4	 BIAL's response to stakeholder comments regarding non-aeronautical revenues for the 
Third Control Period 

8.4.1	 On lATA's comments regarding non-aeronautical revenue, BIAL has submitted as follows: 

•	 "On the above issue, BIAL believes that its submissions made to AERA / TDSAT. and its legal 

positions are as per the provisions ofContracts entered into with Sovereign governments, tenable 

in law and SIAL reiterates the same. SIAL has exercised its rights to appeal against the said 

TDSA T order and /1ERA's decision is subject to outcome ofthe legal proceedings. 

For brevity, SIAL is not reiterating its earlier positions and contentions contained in its 

submissions to various consultation papers, memoranda of appeal, written submissions and 

requests that the same be read as a part of this submission. BIAL respectfully states that all its 

submtsstons /f1 this response are without prejudice to whatever BIAL has contended earlier. " 

•	 "SIAL has explained the current context with reference to Non-Aeronautical Revenues as part 0/ 
its submissions in response to the Consultation Paper. Despite the aggressive estimates adopted 

by the Authority. SIAL has tries its best to align its revised projections on a similar basis and 

submitted its re-estimated Non-Aeronautical revenues based on the traffic estimates submitted by 

BIAL. BIAL requests the Authority to review and consider the same as part 0/ its estimate in the 

MYTa. 

On certain other principles such as Interest Income, Notional revenues etc. SIAL has submitted its 

views and submissions as part of the response to the Consultation Paper. BIAL requests the 

Authority to review the same. " 

8.4.2	 On FIA's comments regarding non-aeronautical revenue, BIAL has submitted as follows: 

•	 "In so jill" as Fuel Farm operations are concerned, there is no "royalty" or concession fee or 

revenue share payable by the ISP to BIAL. 

For Cargo, Ground Handling and Into Plane services. revenues accruing to BIAL are based on 

agreements with these concessionaires. AERA determines the tarifffor these service providers and 

all expenses are approved by AERA based on existing principles. Hence, BIAL has /10 role to play 

in the same. 

We are not able to understand FIA 's comment on revenue share or concessionfeefrom NO/1- aero 

concessionaires. Ifthe same were to be removed. then the cross subsidization would be only to the 

extent oflease rentals receivedfor the space let out by SIAL. " 

8.5	 Authority's examination after reviewing stakeholder comments on non-aeronautical 
revenues for the Third Control Period 

8.5.1	 The Authority has carefully reviewed the comments received from BIAL and other stakeholders on 
non-aeronautical revenue. The Authority has addressed these comments in the below sections. 

Response to BrAL's comments on Non-aeronautical revenue 

8.5.2 
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further aggravated it. The Authority also noted from BIAL's comment on the changing passenger 
profile in which virtual meetings have replaced in-person meetings leading to reduced travel from the 
high paying corporate travelers. The Authority has also taken note of the other comments made by 
BIAL on the slow resumption of international traffic, delayed availability of vaccines, reduced interest 
from brands in advertisement etc. Taking cognizance of the above reasons, the Authority similar to the 
approach followed in the Consultation Paper has bifurcated its response into passenger related non
aeronautical revenues and other non-aeronautical revenues. 

Passenger related non-aeronautical revenues 

8.5.3	 The Authority notes that BIAL in its comments has submitted the revised revenue per passengers 
estimates for passenger related non-aeronautical revenues. The Authority examined the estimates 
submitted by BIAL and is of the view that these estimates are in line with the estimates proposed by 
the Authority as part of the Consultation Paper no. 10/2021-22. The Authority also notes that BIAL 
has calculated the revised revenue projection for passenger related revenue based on its own traffic 
estimates submitted as part of its response to the Consultation Paper no. 10/2021 - 22. The Authority 
decides to revise the passenger related non-aeronautical revenues based on traffic forecast decided by 
the Authority for the Third Control Period in Chapter 4. 

Interest Income 

8.5.4	 The Authority has taken notc of BIAL's comment to not forecost the interest income for the Third 
Control Period given the uncertainties due to the pandemic and true-up the interest income on actuals 
at the time of tariff determination of the next control period. The Authority does not agree with BIAL 
on the interest income. The Authority decides to consider the projections of the interest income for the 
Third Control Period and true-up the same based on actuals. 

Lease rental from AAI 

8.5.5	 The Authority noted BIAL's comments requesting the Authority to not consider notional lease rental 
from AAI. The Authority based on its decisions in the true-up of the non-aeronautical revenues of the 
Second Control Period decides to consider notional lease rental from AAI for the Third Control Period 
also. 

8.5.6	 The Authority also noted BIAL's comment stating that with Terminal 2 commissioning postponed to 
FY23, the Authority should accordingly make adjustments to the lease rental revenues also. The 
Authority decides to consider the lease rentals projected by it in the Consultation Paper no. 10/2021
22 and true-up the lease rentals for the Third Control Period based on actuals at the time of tariff 
determination for the next control period. 

Real estate development 

8.5.7	 However, the Authority based on the submissions made by BIAL has removed the real estate revenues 
of the fuel outlet for the Third Control Period as it has been replaced with other contract. 

8.5.8	 The land lease agreement of BIAL and the state sUPp0l1 agreement provide that the land provided (at 
concessional rates) by the State government to BIAL for development and commercial viability of the 
airport for benefit of the public in general. However, by not developing the real estate and bringing 
more non-aeronautical revenues for cross-subsidization, BIAL is not fulfilling that mandate. The 
Authority would urge the State Government of Karnataka to direct BIAL to take action in this regard. 
The Authority may decide to take notional income from real estate development for cross-subsidization 
in future tariff orders if no efforts are made in this regard. 

Response to FIH, Siemens, APAO and MIAL's comments on Non-aeronautical revenue 

8.5.9	 The Authority has examined the comments from FIH Mauritius, Siemens, APAO and MIAL on the 
non-aeronautical revenue proposed by the Authority for the Third Control Period. The Authority noted 
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that these stakeholders have raised concerns regarding the growth rates proposed by the Authority in 
case of SIAL stating that these were optimistic and higher than the rates adopted for DIAL and MIAL. 
The Authority is of the view that it has considered reasonable assumptions (SIAL's revenue/passenger 
estimates are in line with the Authority's proposal) in estimating the projections based on its detailed 
analysis and considered additional factors such as passenger traffic, area increase due to the opening 
of Terminal 2, recovery in business sentiment etc. In addition, the Authority noted that significant 
increase in infrastructure in case of SIAL is not applicable for either DIAL or MIAL and hence, the 
assumptions are bound to differ. 

Response to lATA's comments on Non-aeronautical revenue 

8.5.10	 The Authority has taken note of the comments given by lATA on non-aeronautical revenues. The 
Authority has given its response to these comments below: 

•	 The Authority also noted lATA's comments on domestic retail, r&D, car park and lounge revenue 
stating that the same should reach FY20 levels in FY23.similar to the trend seen for domestic traffic 
and to consider reasonable assumptions for advertising and promotions. The Authority is of the 
view that the pandemic has impacted the customer buying behavior and the passengers may prefer 
minimum contact travel journey and accordingly limit their retail/F&S purchase due to the fear of 
contracting the virus. However, with the uncertainty around the future waves/vaccine penetration, 
it may not be possible to predict a faster recovery and hence the Authority has opted for a balanced 
view. 

•	 On lATA's comment to consider notional lease rent and flight catering as aeronautical revenues, 
the Authority is of the view that the same are non-aeronautical in nature and the Authority has 
accordingly considered their treatment in case of SIAL for the Third Control Period. 

Response to FIA's comments on Non-aeronautical revenue 

8.5.11	 The Authority has noted FIA's comment on the request for conducting an independent study on non
aeronautical revenues. A detailed analysis has been carried out by the Authority and the uncertainties 
associated with traffic and non-aeronautical revenue have been factored in as a result of the pandemic 
in the projections, and hence, the Authority is of the view than an independent study is not required. 

8.5.12	 The Authority has also taken note of FfA's comments on royalty being charged at SIAL . The Authority 
noted SIAL's comments in response to FIA and is of the view that the charges for ISPs are determined 
by the Authority in accordance with its guidelines and any revenue accruing/royalty paid to SIAL is 
evaluated and factored in while determining the aeronautical tariffs for the service provider. 

Non-aeronautical revenue decided by the Authority for the Third Control Period 

8.5.13	 The Authority based on the comments given by SIAL and the stakeholders and based on the material 
presented above has revised the non-aeronautical revenue for the Third Control Period and the same is 
given in the table below: 

Table 169: Non-aeronautical revenues decided by the Authority for the Third Control Period 

Particulars 

Car Park revenue 

Retail Revenue 

F&B Revenue 

Loungc Revenue 

Advertising & promotion 

Rent and land lease 

FY 2022 FY 2023 FY 2024 

37.40 80.63 110.04 

27.69 113.63 145.36 

23.73 54.37 72.42 

10.25 27.74 37.22 

38.94 84.41 103.96 

38.88 50.29 52.78 

FY 2025 

134.44 

175.51 

88.36 

48.64 

127.01 

59.27 

FY 2026 

163.97 

209.49 

107.58 

63.23 

154.91 

62. 14 

Total 

526.48 

671.69 

346.47 

187.08 

509.23 

263.37 
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Particulars FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 Total 

Flightcatering 8.35 9.08 11.71 12.74 13.87 55.75 

Miscellaneous non-aeronautical revenues 22.89 25.32 27.62 30.20 33.05 139.08 

Utilitycharges 3.07 3.07 3.37 3.54 3.71 16.76 

Real estate 4.17 12.82 20.90 38.73 61.40 138.03 

Interest income 20.84 12.77 3.51 5.38 19.40 61.91 

Total NAR 236.2\ 474.15 588.89 723.84 892.75 29\5.84 

8.6 Authority's decisions regarding non-aeronautical revenues for the Third Contl'ol Period 

Based on the material before it and its analysis, the Authority has decided the following with regards to non
aeronautical revenues for the Third Control Period: 

8.6.1	 To consider non-aeronautical revenue as set out in Table J 69 above for the Third Control Period 

8.6.2	 To treat real estate revenue as non-aeronautical revenues. 

8.6.3	 To treat interest income as non-aeronautical revenues. 

8.6.4	 To true up non-aeronautical revenues for the current control period, at the time of determination of 
tariff for the next control period. 
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9 TAXATION FOR THE THIRD CONTROL PERIOD 

9.1 BIAL's submission regarding taxation for the Third Control Period 

9.1.1	 SIAL submitted that as per Direction No. 5/20 I 1-12 details that the actual tax payments projected for 
tariff computations will be allowed as a reimbursement in arriving at the Aggregate Revenue 
Requirement. 

9.1.2	 SIAL had computed the projected income tax payments based on the prevailing Income Tax laws and 
rules considering the MAT provisions and Section 80IA of Income tax act. SIAL is eligible for Income 
Tax holiday for a continuous IO-yearperiod, starting FY 2012-13, in the first 15 years since AOD. 

9.1.3	 SIAL submitted that it has computed aeronautical tax considering 30% non-aero revenues as part of 
aeronautical P&L in line with the proposal detailed in Consultation Paper of DIAL. 

9.1.4 Aeronautical tax submitted by SIAL for the Third Control Period is given in the table below: 

Table 170: Aeronautical tax submitted by BIAL for the Third Control Period 

FY 2023 Particulars (INR cr.) 

3H3.7lJTaxation for TCP 

9.2 Authority's examination regarding taxation for the Third Control Period 

9.2.1 The Authority noted that Minimum Alternate Tax (MAT) was the minimum tax payable by SIAL on 
its book profits. The Authority also noted that MAT paid could be carried forward and be adjusted 
against the normal tax payable by the entity on the tax computed on profits from the year after the tax 
holiday period. 

9.2.2 The Authority noted that SIAL has considered the 30% of non-aeronautical revenues to compute the 
aeronautical tax. The fact that a part of non-aeronautical revenues is used for cross-subsidization as per 
the hybrid till mechanism does not change the nature of such revenues to aeronautical. Cross
subsidization as per hybrid till mechanism is done in order to reduce tariff pressure on passengers and 
to incentivize the airport operator to make effective investments in non-aeronautical revenue generating 
sources. 

9.2.3 The consideration of 30% non-aeronautical revenues for computation of aeronautical tax will increase 
tax reimbursement beyond the requirement pertaining to aeronautical services leading to an artificial 
tax benefit. The same could lead to the effective cross subsidy benefit being passed on to the airport 
user being less than 30% to the extent of the artificial tax benefit the airport operator receives in the 
event of considering 30% non-aeronautical revenues as part of revenue from aeronautical services. 

9.2.4 Therefore, the Authority is of the view that: 

a) 30% non-aeronautical revenues should not be treated as a subsidy for the airport operator as the airport 
operator has already earned it from non-aeronautical services and is meant as a cross subsidy to the 
airport user. 

b) Consideration of30% non"aeronautical revenues as part of revenues from aeronautical services would 
result in undeserved enrichment to the airport operator effectively reducing the cross-subsidy benefit 
to the airport user from the present 30% of non-aeronautical revenues. 

c) Further, this issue has been decided by the Authority and the details may be seen in Chapter 8 of DIAL 
Tariff Order No. 57/2020-2\ dated 30 December 2020 for the Third Control Period. 

9.2.5 The Authority, in line with its decision for other airports, proposes to not consider 30% of non
aeronautical revenues while computing aeronautical taxation for the Third Control Period. 
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9.2.6	 As per the Second Control Period order, the Authority proposes to allow the estimated aeronautical 
MAT as passthrough in the Third Control Period. The Authority proposes to apply the effective tax 
rate, computed based on estimated total MAT of BIAL and the aggregate Profit Before Tax (PBT), on 
the aeronautical PBT for the respective years. 

9.2.7	 The Authority had made changes to the aeronautical taxation ofBIAL based on the changes to the other 
building blocks proposed in the earlier chapter. 

9.2.8	 Based on the above, the Authority proposes the following aeronautical tax estimates for the Third 
Control Period: 

Table 171: Aeronautical tax estimate proposed by the Authority for the Third Control Period 

Particulars (In INR 
Cr.) 

FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 Total 

Aeronautical PBT -136.94 -132.10 179.94 567.06 1,058.79 1,536.76 

Effective tax rate 0.00% 0.00% 16.71% 17.22% 17.33% 

Aero tax 0.00 0.00 30.07 97.63 183.46 311.17 

9.2.9	 The Authority proposes to true-up the aeronautical tax estimates based on actual tax outflow at the end 
of the current control period. 

9.3	 Stakeholder comments regarding taxation for the Third Control Period 

9.3.1	 Subsequent to the stakeholder consultation process, the Authority has received comments! views from 
various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 10! 
2021-22 with respect to taxation for the Third Control Period. The comments by stakeholders are 
presented below: 

BlAL's comments on taxation for the Third Control Period 

9.3.2	 The comments from BIAL with regards to the taxation are given below: 

•	 "SIAL requests the Authority to re-compute tax: based on changes to all building blocks at the 
applicable MAT rate. 

13IAL will submitfurther comments ifany, on reconciliation ofthe model. " 

. Other stakeholder comments on taxation for the Third Control Period 

9.3.3	 lATA commented on taxation as follows: 

•	 "9.3.1 To consider tax: outflow estimate as set out in Table /32 for the Third Control Period. 

We agree with the methodology used to derive the tax allowances. In particular with the decision 

on not including the 30% contribution, for the reasons clearly stated in paragraphs 9.2.2 to 9.2.5, 

as well as being consistent with our previous submissions on the subject. 

•	 9.3.2 To true-up the aeronautical /(L'( estimates based on actual tax outflow at the end ofthe current 
control period 

We agree with the proposal". 

9.4	 BIAL's response to stakeholder comments regarding taxation for the Third Control 
Period

9.4.1	 On lATA's comments regarding taxation, BIAL has requested the Authority to consider its response 
submitted as part of its response to Consultation Paper. 
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9.5	 Authority's examination after reviewing stakeholder comments on taxation for the Third 
Control Period 

9.5.1 Based on the revision in the other building blocks, the Authority has decided the following aeronautical 
tax estimates for the Third Control Period: 

Table 172: Aeronautical tax estimate decided by the Authority for the Third Control Period 

Particulars (In INR 

Cr.) 
FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 Total 

Aeronautical PBT -470.67 -73.49 -207.13 303.08 420.03 -28.17 

Effective lax rate 0.00% 0.00% 0.00% 17.45% 17.51% 

Aero tax" 0.00 0.00 0.00 52.88 73.55 126.44 
. . 

IIMoollnum Alternate 1 ax (Mi\T) forec asted lor BIi\L 

9.6	 Authol"ity's decisions regarding taxation for the Third Control Period 

Based on the material before it and its analysis, the Authority has decided the following with regards to taxation 
for the Third Control Period: 

9.6.1	 To consider tax outflow estimate as set out in Table 172 for the Third Control Period. 

lJ.6.1	 1"0 true-up the aeronautical tax estimates based on actual tax outflow at the end of the current control 
period 
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10	 WORKING CAPITAL INTEREST FOR THE THIRD CONTROL PERIOD 

10.1 BIAL's submissions regarding working capital interest for the Third Control Period 

10.1.1	 Working capital requirement is considered by BIAL and the cost of funds is estimated at 11 % per 
annum: 

Table 173: Working capital interest/ lender fee submitted by RIAL for the Third Control Period 

Particulars (INR cr.) FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 Total 

Working capital requirement 50 50 50 50 50 250 

Interest on working capital borrowings 6.53 7.57 7.58 7.57 7.57 36.82 

10.2 Authority's examination regarding working capital interest for the Third Control Period 

10.2.1	 The Authority notes that BIAL has projected working capital interest at II % for the Third Control 
Period together with lender / engineer fee for the loans taken. 

10.2.2	 The Authority proposes to compute working capital interest at 8.85% for the Third Control Period. 
Accordingly, the recomputed feel working capital is as detailed below: 

Table 174: Working capital interest/ lender fee proposed by the Authority for the Third Control Period 

Particulars (INR cr.) FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 Total 
Lenders' engg. Fees, Trustee and other fees 1.03 2.07 2.07 2.07 2.07 9.30 

Interest on working capital borrowings 4.U3 4.U3 4.04 4.03 4.03 20.14 

Total 5.06 6.09 6.10 6.09 6.09 29.44 

10.2.3	 The Authority notes that the actual working capital facility availed, and the interest rates could vary 
considering the cash flow of the entity. The Authority hence proposes to true up the actual working 
capital borrowing and interest at the end of current control period, based on actuals. 

10.3 Stakeholder comments regarding working capital interest for the Third Control Period 

10.3.1 Subsequent to the stakeholder consultation process, the Authority has received comments/ views from 
various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 10/ 

2021-22 with respect to working capital interest for the Third Control Period. The comments by 
stakeholders are presented below: 

RIAL's comments on working capital interest for the Third Control Period 

10.3.2	 The comments from BIAL with regards to the working capital interest are given below: 

•	 "BIAL notes Authority 's analysis and requests that the same he trued up based on actuals at the 
end ofthe control period. " 

Other stakeholder comments on working capital interest for the Third Control Period 

10.3.3	 lATA commented on working capital interest as follows: 

•	 "10.3.1 To consider working capital interest /[ee as detailed in Table 134for the Third Control 
Period.! 10.3.2 To true up the working capital interest/fee projections based on actuals, at the end 
ofthe control period. in computation oftariff for the next control period 

If Aera is considering a Working Capital interest as aeronautical, then it should also consider 
interest income as aeronautical. " 

10.3.4	 FIA commented as follows: 

•	 "AERA to clarify whether any detailed assessment on working capital facility interest has been 
conducted to allow an interest oflNR 29.44 crores on account ofworking capital interest. 
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The above is required in relat ion to Para 5.4.3 of the AERA Guidelines which states that 'the 

Authority shall review and assess the levels of projected working capital requirements and shall 

cons ider cost ofworking capital loans as deemed appropriate ', 

FlA submits that an allowance ofworking capital interest would result in an artificial increase in 

the total operating expenditure and thereby have an adverse impa ct of increasing the tariff 

Accordingly. AERA is requested to undertake a detailed assessmentfor allowing such interest. .. 

10.4	 BIAL's response to stakeholder comments regarding working capital interest for the 
Third Control Period 

1004 .1	 On IATA's comments regarding working capital interest. SIAL has submitted as follows: 

•	 " BIAL submits that there is no link between the Working Capital Interest and the Interest income. 

BIAL has submitted its resp onse to the Consultation Paper and requests the Authority to consider 

the sam e. .. 

1004.2	 On FIA's comments regarding working capital interest, SIAL has submitted as follows: 

•	 ..Working Capital estimates have been submitted by BIA L as part ofthe Business Plan and MYTP 

submissions. BIAL has requ ested the same to be trued up based on actuals at the end ofthe Control 
Period. .. 

10.5	 Authority's examination after reviewing stakeholder comments on working capital 
interest for the Third Control Period 

10.5.1 The Authority has noted the comments from SIAL, lATA and FIA on the Working Capital interest. 
The Authority' s response to these comments are given below: 

•	 The Authority noted IATA's comment stating that if working capital interest is treated as 
aeronautical, then interest income should also be treated as aeronautical. The Authority noted that 
it has considered working capital interest as common expense and hence, does not see any merits 
in IATA's comments. 

•	 The Authority has taken note of FIA's comment requesting if a detailed assessment has been 
undertaken for working capital interest. Though the Authority has undertaken a detailed 
examination of the working capital needs of SIAL, it is of the view that the working capital loan 
draw down are dependent on the funding needs of the airport and hence, difficult to forecast. 
Therefore, the Authority decides to true-up the working capital interest! fee projections on actuals 
at the end of the control period. Further, the Authority has noted from the audited financials of 
FY21 that SIAL has availed INR 50 cr. working capital loan in line with Authority's projections. 

10.5.2	 The Authority has decided to compute interest on working capital borrowings at 8.1 % for the Third 
Control Period as per the clarifications submitted by SIAL. The Authority has decided the working 
capital interest/lender fee for the Third Control Period as follows: 

Table 175: Working capital interest/ lender fee decided by the Authority for the Third Control Period 

Particulars (lNR cr.) FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 Total 

Lenders ' engg, Fees. Trustee and other fees 0.87 1.75 1.75 1.75 1.75 7.86 

Interest on workin g cap ital borrowings 3.69 3.69 3.70 3.69 3.69 18.44 

Tot al 4.56 5.43 5.44 5.43 5.43 26.30 
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10.6 Authority's decisions regarding working capital interest for the Third Control Period 

Based on the material before it and its analysis, the Authority has decided the following with regards to 
working capital interest for the Third Control Period: 

10.6.1	 To consider working capital interest / fee as detailed in Table 175 for the Third Control Period. 

10.6.2	 To true up the working capital interest/ fee projections based on actuals, at the end of the control period, 
in computation of tariff for the next control period. 
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11 INFLAnON FOR THE THIRD CONTROL PERIOD 

11.1 BIAL's submissions regarding inflation for the Third Control Period 

11. I.1 BIAL submitted that the WPI and CPI projections are based on a review of reports issued by the 

Reserve Bank of India (RBI). 

I 1.1.2 The results of the 63rd round of Survey of Professional Forecasters on Macroeconomic Indicators as 

submitted by BIAL are given below: 

Table 176: CPI inflation considered by BlAL's in its MYTP submission 

CPI combined (General) 

Mean Median Max Min 

Q4: 2019-20 6.5 6.7 6.9 4.8 

QI: 2U2U-21 5.2 5.3 6.2 4.0 

Q2: 2020-21 4.8 4.8 5.7 3.8 

Q3: 2020-21 3.7 3.6 5.9 2.4 

Q4: 2020-21 3.4 3.2 6.4 2.3 

Table 177: WPI inflation considered by BlAL's in its MYTP submission 

Mean 

Q4: 2019-20 2.3 

ot: 2020-21 1.6 

Q2: 2020·21 2.4 

Q3: 2020-21 2.3 

Q4: 2020-21 2.3 

WPI combined (General) 

Median Max Min 

2.4 2.8 1.6 

-1.31.8 3.0 

3.2 0.02.5 

-0.2 2.5 3.5 

2.2 4.6 0.8 

11.2 Authority's examination regarding inflation for the Third Control Period 

11.2.1	 The Authority has examined the submission made by BIAL on inflation to be considered during Third 

Control Period. 

11.2.2	 The Authority has noted that BIAL has considered mean WPI and CPI from the RBI' s 63'd round of 

survey as the inflation for Third Control Period . The Authority, however, proposes to consider the 

recent inflation forecast by RBI as per its 691h round of survey professional forecasters on 

rnacroe conom ic indicators, as the same would be consistent with the recent macroeconom ic 

developments. 

11.2.3	 Based on the recent inflation forecast by RBI, the Authority proposes to consider inflation of 4.9 %, i.e . 

the mean WPI inflation forecast for FY 2021-22 given in Annex 2 of the RBI's survey for the Third 

Control Period . 

11.3 Stakeholder comments regarding inflation for the Third Control Period 

11.3.1	 Subsequent to the stakeho lder consultation process, the Authority has received comments/ views from 

various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 101 

2021-22 with respect to inflation for the Third Control Period. The comments by stakeholders are 

presented below: 

RIAL's comments on inflation for the Third Control Period 

11.3.2	 BIAL submitted that it concurs with the Authority 's estimates . 
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Other stakeholder comments on inflation for the Third Control Period
 

I 1.3.3 IATA in its submission offered no major comments regarding the Authority 's proposal.
 

11.4	 BIAL's response to stakeholder comments regarding inflation for the Third Control 
Period 

11.4.\	 BIAL in its submission offered no major comments in response to the stakeholder's comments. 

11.5	 Authority's examination after reviewing stakeholder comments on inflation for the Third 
Control Period 

11.5.1 The Authority has noticed that there are no stakeholder comments regarding inflation proposed for the 
Third Control Period. Hence, the Authority has decided to consider the inflation rate of 4.9% which is 
based on the mean WPI inflation forecast for FY 202I -22 given in the 691h round of survey professional 
forecasters UII macroeconomic indicators of RBI. 

11.6	 Authority's decisions regarding inflation for the Third Control Period 

Based on the material before it and its analysis, the Authority has decided the following with regards to inflation 
for the Third Control Period: 

11.6.I	 The Authority decides to consider the inflation of 4.9% for the Third Control Period based on the mean 
WPI inflation forecast for FY 2021-22 given in the 69'h round of survey professional forecasters on 
macroeconomic indicators of RBI. 
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12 QUALITY OF SERVICE FOR THE THIRD CONTROL PERIOD
 

12.1 DIAL's submission regarding Quality of Service 

12.1.1	 BIAL submitted that it has undertaken every possible step to achieve the appropriate quality of services 
offered, as mentioned in the concession agreement. 

12.1.2	 BIAL submitted that it has been felicitated with numerous awards from various leading organizations 
all around the globe. Some of the prestigious awards received by BIAL as per the submission of BIAL 
is given below: 

a)	 The ASQ (Airport Service Quality) Awards of ACI (Airports Council International) recognizes airports 
around the world based on a survey of passenger satisfaction. 

b)	 The ASQ awards celebrate the achievements of airports in delivering the best customer experience and 
they represent the highest possible accolade for Airport Operators around the world. 

c)	 ln March 2019, BIAL has been awarded as the first airport in the world to clinch ACI's coveted ASQ 
Awards for both arrivals and departures. 

d)	 KIA has won the First-ever ASQ award for Arrivals, a category open to airports across the worlds, that 
was introduced in 2018. 

e)	 KIA also won the award for best airport by size/region in the 25-40 MPPA category in the Asia-Pacific 
zone. 

f)	 SKYTRAX Awards - SKYTRAX is a UK-based consultancy firm which runs an airport and airlines 
review and ranking site. The KIA has been felicitated with SKYTRAX's award for Best regional airport 
in India and central Asia, in May 2020, for the 3rd time in 4 years at the 2020 World Airport Awards. 
These awards are based on the World Airport Survey questionnaires completed by over 100 
nationalities of airport customers during the 6-month survey period. The survey evaluated the customer 
experience across airport service and product key performance indicators - from check-ins, arrivals, 
transfers, shopping, security and immigration through to departure at the gate. 

12.1 .3 BIAL submitted that it has also received the following awards during Second Control Period, 

a) 2017 

•	 Favourite Airport for holidays by HolidaylQ 

•	 CII Customer Obsession Award customer engagement service in large business organization 

•	 Best Cargo Airp0I1- West & South and best AirportCargo Marketing Team- West & South, India 
Cargo Awards 

b)	 2018 

•	 Emerging Cargo Airport of the Year for India at the STAT Trade Times International Awards for 
Excellence in Air cargo. 

•	 Second best Airport in the world in 15-25 MPPA category - ACI ASQ Awards. 

• Best Cargo Airport 2018 -India Cargo Awards
 

c) 2019
 

•	 Best Airport - ASSOCHAM Awards on Civil Aviation & Cargo. 

•	 Most Sustainable Airport - international Airport Review Awards. 
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d) 2020 

• Best Greenfield Airport, Cargo -India Cargo Awards 2020. 

• Fastest growing Cargo Airport of the year - Region India at Air Cargo India. 

12.2 Authority's examination regarding Quality of Service 

12.2.1	 The Authority has examined BIAL's submission of the quality of service. 

12.2.2	 The Authority had, in MYTO for First Control Period noted the provisions of the Concession 
Agreement with respect to performance standards (part icularly Article 9 and Schedule 9 Pm12 thereof). 
The Authority noted that these standards were based on lATA Global Airport Monitor service 
standards. The provisions of the Concession Agreement also indicate the consequences of not coming 
upto the prescribed level of performance standards. Therefore, the Authority felt that the scheme of 
performance standards as indicated in the Concession Agreement would be reasonable for this purpose. 

12.2.3	 Hence, the Authority decided as follows in the MYTO of First Control Period: 
"The Authority decides that SIAL shall ensure that service quality conforms to the performance 

standards as indicated in the Concession Agreement. .. 

12.2.4	 Concession Agreement ofBIAL states as follows: 
" ...9.2 Monitoring ofPerformance Standards 

9.2.1 Throughout the term of this Agreement the Airport's performance shall be monitored by 

passenger surveys in accordance with this Article 9. The criteria used to measure the Airport 's 

performance shall be the lATA Global Airport Monitor service standard, set out in Schedule 9, Part 2 

or such criteria as may be mutually agreed uponfrom time to time (the Standards). 

9.2.2 BIAL shall participate in lATA surveys and shall ensure that a survey is conducted each y ear in 

accordance with lATA 's requirements to determine the Airport's performan ce. Thefirst such survey 

shall be conducted during the third (3rd) year after Airport Opening. 

9.2.3 Ifthree (3) consec utive surveys show that the Airport is consistently rated in respect ofthe service 

s tandards under SIAL's direct control, as lower than lATA rating of three and a half (3. 5) (in the 

current lATA scale of I to 5), BIAL will produ ce an action plan in order to improve the Airport 's 

perform ance which must be implemented within one (!) year ... ,: 

12.2.5	 The Authority sought from BIAL the quarterly ASQ ratings for the Second Control Period. BIAL in 
its response submitted the below ASQ ratings: 

Table 178: ASQ rating of BIAL in Second Control Period 

Year (Calendar year) Quarter Departure ASQ rating Arrival ASQ rating 

2016 Q2 4.84 ** 
20\ 6 Q3 4.88 ** 
201 6 Q4 4.8\ ** 
20\7 QI 4.77 ** 
2017 Q2 4.83 ** 
20\7 Q3 4.82 ':'¥ 

20\7 Q4 4.88 ¥¥ 

20\8 QI 4.89 ¥¥: 

201 8 Q2 4.90 4.67 
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Year(Calendar year) Quarter Departure ASQ rating Arrival ASQ rating 

2018 Q3 4.89 4.79 

2018 Q4 4.91 4.54 

201 9 QI 4.92 4.74 

2019 Q2 4.91 4.90 

201 9 Q3 4.92 4.93 

201 9 Q4 4.9\ 4.92 

2020 QI 4.93 4.93 

2020 Q2 4.97 * 
2020 Q3 4.94 4.92 . . 

Note - •• m .R starte d part icipation 111 Arrival survey from Q2 20 18 (C'r') ; • BLR did not participate III the Q2 2020 surv ey due 10 CO VID· 19 

12.2.6	 The Authority understands that SIAL has achieved ASQ ratings of above 4 throughout the Second 
Control Period. Hence, the Authority is of the view that SIAL is meeting the required performance 
standards and there is no need for any penal provisions to be applied on [)IAL. 

12.2.7	 Similarly. for the Third Control Period, the Authority proposes that BIAL shall ensure that service 
quality at Kempegowda International Airport, Bengaluru conforms to the performance standards as 
indicated in the Concession Agreement. Hon'ble TDSAT judgement dated 161h December 2020 has 
also upheld the stand of the Authority. 

12.3	 Stakeholder comments regarding Quality of Service for the Third Control Period 

12.3.1	 Subsequent to the stakeholder consultation process, the Authority has received comments/ views from 
various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 10/ 
2021-22 with respect to Quality of Service for the Third Control Period. The comments by stakeholders 
are presented below: 

RIAL's comments on Quality of Service for the Third Control Period 

12.3.2	 The comments from BIAL with regards to Quality of Service are given below: 

•	 ..BIAL notes Authority 's analysis and will ensure compliance to Service Quality standards as set 

fo rth in the Conc ession Agr eements. " 

Other stakeholder comments 011 Quality of Service for the Third Control Period 

12.3.3	 lATA commented on Quality of Service as follows: 

•	 "lA TA has highlight ed in our past submissions on the need fo r improvements to the existing 

framework that is predominantly driven by ACi 's ASQ standard, which is qualitative and 

perception based while completely overlooking quantitat ive. obj ective measurement of BIAL 's 

actual performance and the custom er (airlin e Users) - supplier relationship. 

lATA provides best practice industry guidance regarding Airport Servi ce Level Agreements 

broadly used across best practice airports, and we strongly encourage adopt ion of our policy in 

users and consumers interes ts. This will also assist AERA in conducting a more obj ective 

assessment of the service level performance of the airport operator. " 

12.4	 BIAL's response to stakeholder comments regarding Quality of Service for the Third 
Control Period 

12.4.1	 On IATA' s comments regarding Quality of Service, BIAL has submitted as follows: 

•	 "Concession agreement go verns the requ irements of quality of service and this needs to be 

complied by BIAL. 
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ASQ Surveys are the Airport Council lnternational's ('ACT) comprehensive initiative to improve 

the quality of'service experienced by passengers with participation ofover 321 airports in more 

than 50 countries. These surveys seek to measure passengers' overall sat is/action with an airport 

by ranking its performance against other airports in terms of various aspects of an airport's 

services. The survey is circulated to departing and arriving passengers and asks them to complete 

it based on their experience at the airport. 

The Concession Agreement mandates the maintenance ofa minimum rating of3.5 on a scale of5. 

BIAL has been consistently scoring over 4.5, ensuring the quality standards/ service levels are 

maintained. 

Further, the Authority has considered that BIAL shall ensure that service quality at KIAB conforms 

to the performance standards as indicated in the Concession Agreement. 

lATA '.I' comments travel beyond the jurisdictlon ofthe Authority. " 

12.5	 Authority's examination after reviewing stakeholder comments on Quality of Service for 
the Third Control Period 

12.5.1	 The Authority has noted the comments made by lATA and SIAL's response to these comments on 
Quality of Service for the Third Control Period. The Authority has taken note of lATA's comment 
stating the need to improve the existing framework which is majorly based on ACT's ASQ standard. In 
this regard, the Authority is of the view that the service quality at Bangalore airport is governed by the 
concession agreement which mandates maintaining levels of 3.5 and above on a scale of 5. The 
Authority has evaluated the recent performance or SIAL and has seen SIAL maintaining its service 
quality levels above 4.5 as detailed in Table \78 . Thus, the Authority is of the view that SIAL has 
maintained its service quality over the years and has decided not to consider any adjustments in the 
aeronautical tariff with regards to Quality of Service. 

12.6	 Authority's decisions regarding Quality of Service for the Third Control Period 

Based on the material before it and based on its analysis, Authority has decided the following with regards to 
Quality of Service for the Third Control Period: 

12.6.1	 The Authority decides that SIAL shall ensure that service quality at Kcmpegowda International Airport 
conforms to the performance standards as indicated in the Concession Agreement over the Third 
Control Period. 

12.6.2	 The Authority decides not to levy any penalties / rebates against SIAL for the Second Control Period. 
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13 AGGREGATE REVENUE REQUIREMENT FOR THE THIRD CONTROL PERIOD 

13.1 DIAL's submission regarding Aggregate Revenue Requirement for Third Control Period 

13.1 .1 The total Aggregate Revenue Requirement (ARR) submitted by BIAL for the Third Control Period as 

part of its MYTP submission based on the various building blocks is given in the table below: 

Table 179: Aggregate Revenue Requirement (ARR) submitted by DIAL as part of its MYTP 
submission for the Third Control Period 

Particulars (In INR crore) FY2022 FY2023 FY2024 FY2025 FY2026 Total 

Average RAB 8380.85 11225.98 10794.70 10455.73 10937.98 

FRoR 16.51% 16.51% 16.51% 16.51% 16.51% 

Return on RAB 1383.53 1853.21 1782.01 1726.05 1805.67 

Depreciation 505.59 660.19 665.20 671.56 7U4.33 32U6.87 

Opex 573.41 824.73 910.96 1.096.55 1.332.47 4738.\2 

Working capital interest 6.53 7.57 7.58 7.57 7.57 36.81 

Tax 334.61 383.79 515.66 775.64 1.552.29 3561.98 

Conces sion Fees 111.26 147.46 152.4U 16·/.6U 213.01 791.73 

Less: Non - aero revenues ( 133.34) ( \9 0.47) (223.81) (255.03) (290.18) -1092 .8/1 

Aggregate Revenue Requirement 2781.59 3686.46 3810.0U 4189.94 5325.15 19793.13 

Add: Over/t Jnder recovery in previous 
4545.29 

control period 

Total requirement as per BIAL 7326.88 3686.46 3810.00 4189.94 5325.15 24338.43 

13.1.2 Accordingly, the yield computed per passenger (YPP) by SIAL at the beginning of the Third Control 

Period is INR 1,546.55. 

13.2 Authority's examination regarding Aggregate Revenue Requirement for Third Control 
Period 

13.2 .1 The Authority 'S analysis on individual building blocks of ARR are detailed in the above sections of 

this Consultation Paper. 

13.2 .2 Based on the individual analysis detailed above, the recomputed ARR for the Third Control Period is 

given in the table below: 

Table 180: Recomputed Aggregate Revenue Requirement (ARR) proposed by the Authority for the 
Third Control Period 

Particulars (INR cr.) 

Average RAB (A) (refer Table 93) 

FRoR (B) (refer Table 108) 

Return on RAB (C = A*B) 

Depreciation (D) (refer Table 92) 

Operating Expenditure (E) (refer Table 

137) 

FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 

7.114.47 10.088.88 9.847.97 9.490 .84 9.178.54 

11.59% 11.59% 11.59% 11.59% 11.59% 

824.85 1.169.71 1.141.77 1.1 OU .37 1,064.16 

39U.78 541.86 555.35 548.86 550.05 

456.13 529.83 567.19 635.25 687.58 

Total 

2.586.9U 

2.875 .98 

Work ing Capital Interest (F) (refer 

Table 17-1) 

Tax (G) (refer Table 17/) 

Gross ARR (H = C+D+E+F+G) 

Less: Non - Aero Revenue (I) (re fer 

Table 168) 

5.06 6.U9 6.1() 6.09 6.09 29.44 

0.00 0.00 30.07 97.63 183.46 311.17 

1,676.82 2,247.49 2,300.49 2,388.20 2,491.35 11,104.34 

-95.33 -155.78 -190.56 -234.83 -289.60 -966.10 
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Particulars (IN R cr.) FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 Total 

Add: Concession Fee (J ) (refer Table 

t 32) 
37.84 63.72 78.07 95.40 116.63 39 1.66 

Add: Under recovery o f pre-control 
period as on 3 1 March 2022 (K) (refer 
Table 5) 

179.73 

Less: Over recovery of Second Control 
Period as on 3 1 March 2022 (L) (refer 
Table 56) 

-1.030.21 

ARR (M = H-I+J+K+L) 768.85 2,155.43 2,187.99 2,248.77 2,318.38 9,679.42 

PV factor 1.00 0.90 . 0.80 0.72 0.64 

PV of ARR as on 31 Ma rch 2022 768.85 1,931.50 1,756.97 1,618.16 1,494.93 7,570.40 

13.2.3 The YPP at the beginning of the Third Control Period computed by the Authority is INR 447.53. 

13.2.4 The Authority noted that mAL has not submitted the Annual Tariff Plan for the years in the Third 
Control Period. SIAL has stated as follows: 
"Variable Tar{f! Plan prop osed by BIAL will be submitt ed later as part oj the Annual Tariff Propos al 

after the ARR is determined. " 

13.2.5	 The Authority notes that, it is necessary to have the individual year wise tariff card laying down the 
different aeronautical charges and the workings for the aeronautical revenues, in order to have a 
constructive stakeholder discussion and hence SIAL is directed to submit the detailed Annual Tariff 
proposals in line with the ARR and Yield arrived at by the Authority within 7 days of issue of the 
Consultation Paper. 

13.3	 Stakeholder comments regarding ARR and aeronautical tariffs for the Third Control 
Period 

13.3.1 Subsequent to the stakeholder consultation process, the Authority has received comments/ views from 
various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 10/ 
2021-22 with respect to ARR and aeronautical tariffs for the Third Control Period. The comments by 
stakeholders are presented below: 

BIAL ' s comments on ARR for the Thi rd Control Period 

13 .3.2 The comments from SIAL with regards to the ARR are given below: 

•	 "BIAL requests the Authority to re-estimate the ARR based on BIAL '.I' submissions on various 

building hlocks and Authority '.I' analysis on the sante. 

•	 BIAL requests that all Building blocks as applicable be trued up at the end oj the Third Control 

Period base d on octuals. 

•	 BIAL will submit the audited Financial statementsforthe ye ar ended March 2021 and requests the 

Author ity to consider the same at the time ofM' Y' I'O. 

•	 Authority has listed the break-up of estimated revenues fo r Aviation Concessions and Aviation 

Revenues as part ofthe Consultation Paper in Table 109. BIAL has sought for the details ofthe 

estimate from AERA which AERA has provide d. From the details pro vided by the Authority BIAL 

is not clear on how certain revenue values have been considered by AERA. BIAL will submit its 

responses on the same on reconciliation ofthe model. 
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•	 On the manner ofapplication ofthe Discounting Rate. BIAL notes that the Authority has changed 

its methodology vis-a-vis the previous control periods. BIAL requests the Authority to change the 

same in line with the past methodologyfollowed. 

BlAL's comments on aeronautical tariffs for the Third Control Period 

13.3.3 The comments from BIAL with regards to the aeronautical tariffs are given below: 

•	 BIAL has. as part 0/ the Annual Tariff Plan submission submitted the rate card proposed by it 

considering its Traffic estimate 0/175 Mn Passengers in the Third Control Period. These traffic 

estimates are based on a high case scenario. while the estimation based on assumptions used in 

HIAL Consultation Paper would result in a traffic ofaround 165 Mn only. This is identical to the 

realistic scenario submitted by BIAL in the A'!YTP document. BIAL requests the Authority to 

consider traffic on the most optimistic basis submitted by BIAL and approve the ATP submitted on 

the same basis. 

•	 BIAL has also submitted a Variable Tariff Proposal along with the ATP with BIAL requests the 

Authority to approve as this will go a long way in increasing the potential traffic /01' Bangalore 

which will benefit all the stakeholders. Certain minor amendments have been made to the VTP 

submitted by RIAl, as part ofthe ATP. as enclosed in Annexure 12. RIAl, requests the Authority to 

consider and approve the same. 

•	 BIAL requests the Authority to accord a fair treatment in determination of tariff and conduct a 

limited mid-term review of the tariff at the end 0/ FY 23, given the turbulent times and the 

uncertainties surrounding the recovery ofthe Aviation sector. 

•	 BIAL requests the Authority to share the Financial model to complete the reconciliation exercise 

so that the objective a/having the same model at both ends is accomplished. Hence our responses 

to the Consultation Paper are subject to any further findings that may arise on completion of 

reconciliation exercise 0/ both the models. BIAL requests the Authority to give effect to any 

changes/findings that may arise out 0/ the above reconciliation, in the MYTO to be issued. .. 

13.3.4 BIAL also submitted that the rentals from IOSPL will start accruing only from October 2021. 

Other stakeholder comments on ARR for the Third Control Period 

13.3.5 Government of Karnataka requested for a mid-term review and commented as follows: 

•	 "AERA may consider mandating a mid-term review ofthe traffic projections, revenues and ARR 

as given the unfolding circumstances, projections may not hold. .. 

13.3.6 lATA commented on ARR as follows: 

•	 "13.3.1 To consider Aggregate Revenue Requirement (ARR) as detailed in Table 139 above as the 

eligible ARR/or the Third Control Periodfor BIAL 

We appreciate the effort made by the Authority to scrutinize Bangalore airport '.I' proposals. IVe 

believe that a substantial improvement has been achieved compared to those proposals. However, 

we are still being/aced with significant increases. and after thoroughly analysing the Authority's 

proposals in the Consultation Paper, we have laid out in this response a number ofareas in which 

we believe the Authority should go even further. We urge the authority to take the comments in 

account before it makes its final decision on the ARR. 

One additional item to consider is whether AERA could consider the possibility ofmoving hack to 

a Single till approach. This would not only reflect the mechanism that airports would adopt ifthey 
were in a competitive environment but would also help alleviate the pressures on charges currently 
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faced. We would welcome to have further discussions with the Authority about such potential 

change. 

13.3.7 FIA commented on the methodology of tariff determination and ARR as follows: 

•	 FlA submits that in the Consultation Paper. it is stated that the AERA shall determine tariffsfor 

using the 30/40% Shared Till model including/or true ups as applicable. It is to be noted that FlA 

from time to time has advocated the application a/a Single Till model across the airports in India. 

FlA submits that AERA should adopt Single Till basis across all Control Periods, including by way 

a/true up, in view ofthe following legalframework: 

In the Single Till Order , AERA has strongly made a case infavor ofthe determination oftariffon 
the basis of 'Single Till '. It is noteworthy that the AERA has, inter alia, in its Single Till Order: 

(i) Comprehensively evaluated the economic model and realities ofthe airport- both capital and 

revenue elements. 

(ii)	 Taken into account the legislative intent behind Section 13( I)(u)(v) a/the AERA Act. 

(iii) Concluded that the Single Till is the most appropriate for the economic regulation a/major 

airports in India. 

(iv) The criteria for determining tariff after laking in/a account standards followed hy several 

international airports (United Kingdom. Australia. Ireland and South Africa) and prescribed by 

ICAo. 

Further, AERA in its AERA Guidelines (Clause 4.3) hasfollowed the Single Till approach while 

laying down the procedure for determination ofAkkfor Regulated Services. 

The fundamental reasoning behind 'Single Till' approach is that if the consumers/passengers are 

offered cheaper airfares on account oflower airport charges, the volume 0.1'passengers is bound 

to increase leading to more footfall and probability 0/ higher non-aeronautical revenue. The 

benefit ofsuch non aeronautical revenue should be passed on to consum ers/passengers and that 

can be assured only by way oflower aeronautical charges. It is a productive chain reaction which 

needs to be taken into account by the AERA. 

•	 (i) Overall TarijpARR 

AERA is requested to review the suggestions/comments on the regulatory building blocks as 

mentioned under Annex - B, which is likely to reduce the ARR (including shortfcall) ofBIAL. This 

willfurther ensure the lowering oftariffs including UDF, which will be beneficial to passengers 

and airlines. 

(ii) FlA submits that the Han 'ble TDSAT Order dated 16 December, 2020 stated as follows: 

'/00 ...However, there is substance in this grievance and AERA will do well to ensure that ifdelay 

is caused by the Airport operator, its consequences should not fall upon the users. Tariff orders 

should be prepared well in time so that the burden ofrecovery is spread over the entire periodfor 

which the order is passed. .. . 

In view 0.1' the above, AERA is requested to ensure that airlines/passengers are not burdened in 

view of the apparent shrinkage in the period 0.1' recovery of the aeronautical tariff front 

passengers/airlines. as the AERA TariffOrderfor BIAL '.1' Third Control Period will now be issued 

after the commencement a/the Control Period i.e. I April, 2021. 

Other stakeholder comments on aeronautical tariffs for the Third Control Period 

13.3 .8 lATA commented on aeronautical tariffs as follows: 
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•	 13.3.2 To direct BIAL to submit the Annual Tariff Proposals within 7 days from issue of this 

Consultation Paper which will be reviewed and put up for stakeholder consultations. 

We received the Annual tariff proposals (that would be in line with the Authority's calculated ARR). 

In addition to the concerning substantial increases. we also note that there is still different 

treatment to airlines (since equivalent aircraft would be paying differential charges on whether 

they are domestic or international) . This appears to be contrary to the TDSAAT decision (as 

summarised by the Authority in paragraph 1.4.3 v). While during the pandemic times it wouldn't 

be advisable to carry our structural changes, it is important that AERA should at least lay out a 

plan on how such discrimination could be phased out after the pandemic. .. 

13 .3.9	 AGe submitted on aeronautical tariffs as follows: 

•	 "The difference in charges between domestic operators and international needs to be balanced 

again as chargeslor international airlines is many times higher for the sante services that both 

enjoy. The steep increases in landing & parking and UDF costs/or international operators in the 

current proposal is an example ofthis disparity. 

•	 It is also imperative that landing & Parking charges be calculated on actual take- oil weight 

(ATOW) rather than the current maximum take-off weight (MTOW). This would eliminate 

deficiencies and bring about a transparent metered or pay per use standard. 

•	 The current discounts that are offered to airlines to help tide over the pandemic also needs to be 

appreciated and not accrued to the airport lest they be withdrawn and never offered again. 

•	 The AOC's position is that we need a moratorium on all increasesfor at least two more years after 
which a review can be undertaken and charges increased if justified. additionally we would like 

an environment where non aeronautical revenue is pursued vigorously and airline operators enjoy 
the subsidy that this would eventually create. " 

13.3.10 Air India subrnitted that UOF rates for domestic and international passengers are an increase of 106% 
and 36% respectively which are significantly higher than the present rate. A higher jump in UDF will 
have a direct effect on the air fare and discourage air travel. As a result, Air India has requested in its 
submission that the revision of tariff shall be postponed till signs of recovery in Indian aviation sector 
is observed. 

13.3.11	 Blue Dart requested AERA to consider maintaining status quo for landing, parking and other 
aeronautical charges for the next 2 years and conduct a mid-term review once the situation normalizes. 

13.3.12 SpiceJet in the stakeholder meeting submitted that any increase in tariff at this stage may lead to 
postponement of travel by prospecti ve travelers or lead to a change of mode to other transport facility. 

13.3.13 Air Vistara in the stakeholder meeting requested AERA to not consider any tariff increase for BIAL 
for the third control period. 

13 .3.14 Air Asia in the stakeholder meeting requested AERA to postpone the tariffproposal submitted by BIAL 
for the third control period. 

13.3.15 DACAAI in the stakeholder meeting requested AERA to either reduce the cargo charges or keep it at 
same level for the third control period. 

13.3.16 FFFAI in its submission has given the following comments: 

•	 FFFAI suggested that BIAL should adopt a practical approach and look for confidence boosting 
measures like offering incentives to the air travel industry. 
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• FFFAI suggested that any revision of cargo charges by SIAL for the next two years may result in 

drastic reduction of air travel and EXIM cargo business. 

• FFFAI suggested that SIAL should ensure that the terminal operators do not charge demurrages 

for shipments held by customs or due to their own technical issues. 

• FFFAI suggested that SIAL should enhance the existing airline operations by increasing EXIM 

cargo operating flights and include new cargo operating flights with additional destinations. 

13.4 BIAL's response to stal{eholder comments regarding ARR and aeronautical tariffs for the 
Third Control Period 

13.4.1 On FIA's comment regarding till for tariff determination, SIAL submitted as follows: 

• "TDSAT has clearly stated in its 16th Dec 2020 order that the plea ofFIAfor single Till approach 

cannot be accepted. Hence the issue ofTill is a settled matter and FIA is requested not to continue 

to raise this in this forum. Also National Civil Aviation Policy has suggested Hybrid Till mechanism 

based on which Order 14/206-17 was issued by the Authority. .. 

13.4.2 On lATA's comments regarding aeronautical tariffs, BIAL has submitted as follows: 

• "The context referred to in TDSAT order related to considering nne Airline as a Home carrier vis 
a vis other airline. No such concept that has been proposed in the ATP and VTP by B1AL/or the 

third control period. 

• B1AL submits that there are no discriminatory charges heing applied between Indian andforeign 

airlines. 

• All airlines within the same category are charged according to the same principles based on 

established global guidelines. 

• The charges are based on type ofoperations (domestic or international). In the ATP submission 

for the third control period, BIAL has made efforts to gradually reduce the gap in landing charges 

between domestic and international operations from 2x to 1.2x by the year FY 2023. Also, 

International UDF rates are kept at 3 times the domestic rates for the years FY 2022, FY 2023, 

and FY 2024." 

13.4.3 On AOe's comments regarding aeronautical tariffs, SIAL has submitted as follows: 

• "BIAL submits that there are no discriminatory charges being applied between Domestic and 

foreign airline operators. 

• All airlines within the same category are charged according to the same principles based on 

established global guidelines. 

• The charges are based on type ofoperations (domestic or international). In the ATP submission 

for the third control period, BIAL has made efforts to gradually reduce the gap in landing charges 

between domestic and international operations from 2x to I.2x by the year FY 2023. Also, 

International UDF rates are kept at 3 times the domestic rates for the years FY 2022, FY 2023, 

and FY 2024 to help International traffic to rebound post Covid-19. 

• BIAL has proposed the rates in the Annual TarifJplan, considering the need to balance the interest 

ofall stakeholders. 

• Calculation of landing and parking charges based on MTO W is a globally accepted norm and in 
line with ICAO recommendations. " 

13.4.4 
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•	 "BIA L is cognizant of the current situation and despite the challenging environment, BIAL has 

tried to strike a balance by keeping tariffs lower during FY 202 1-22 and FY 2022-23 and increase 

the charges in a progressive manner, in the latter half of the 3rd COI1/I'OI Period. The landing 

charges proposed in the ATP submissions clearly show that the landing charges until FY 2022 are 

being kept lower than the previous high of Rs. 331 per M'Lfor Domestic landing which was 

prevalent in the year FY 16. 

•	 Further, given the uncertainty surrounding recovery 0/aviation sector, we have requested AERA 

to conduct a limited midterm review ofthe tariff proposal and enable us to amend/revise the annual 

tariff proposals (without undergoing a detailed tariff submission), thereby ensuring a win-win 

scenario. 

•	 BIAL has explained, in detail in its submissions, the need andjustificationfor revision in rates" 

13.4.5 On Slue Dart's comments regarding aeronautical tariffs, SIAL has submitted as follows: 

•	 "BIAL is cognizant 0/ the current situation and despite the challenging environment, BIAL has 

tried to strike a balance by keeping tarif/.~ lower during FY 2021-22 and FY 2022-23 and increase 

the charges in a progressive manner. in the latter halfofthe 3rd Control Period. Further given the 

uncertainty surrounding recovery ofaviation sector, we have requested AERA to conduct a limited 

midterm review of the tariffproposal and enable us to amend/revise the annual tariffproposals 

(without undergoing a detailed tariffsubmission), thereby ensuring a win-win scenario. 

•	 Landing charges proposed cross the earlier charges applicable during March 2016 only in FY 

2023 . Rates of FY 2023 are lower than the irflationary increase in rates from the At/arch 2016 

rates. 

•	 As explained in Para I On the current context at BIAL, BIAL is implementing a large scale 

expansion project and the increased rates are necessaryfor BIAL to meet and honour its financial 

obligations and the Operating expenditure. 

•	 The status quo on the tariffs has been extended till 30th Sep 2021 and the revised charges need to 

be given effect from lst Oct 2021 . Keeping the current situation in mind, BIAL has proposed a velY 

modest increase for the next 6 months. 

•	 It is noteworthy to specify herein that BIAL had, as part ofresponse to the Consultation Paper 

issued for the second control period, proposed an equalised levy over a longer period, in 

anticipation 0/increase in charges due to large scale expansion being commissioned. AERA had 

not accepted the said comment. This situation as onlyfurther amplified by the reduced traffic levels 

due to Covid-19 pandemic. 

•	 Having noted the above, BIAL has also requested/or a limited midterm review in charges should 

the traffic situation be vel;' differentfrom thefinal approved levels . " 

13.4.6	 On FFFAI's comments regarding aeronautical tariffs, SIAL has submitted that the following: 
Aeronautical charges 

•	 SIAL has submitted that it has stated the need and justification for revision in rates as part of its 
submissions. 

Incentives and benefits to Air Travel and Cargo 

•	 "On the air-cargo side, below are the list ofinitiatives BIAL has undertaken to create an efficient 

operating environment to support the community and grow the cargo business: 
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•	 To make KfAB Airport a 'Smart Airport - digitalized and seanilessly connected ', BfAL has 

introduced Air Cargo Community System (ACS), tofurther streamline air logistics. This digital 

platform has enabled seamless collaboration between all stakeholders in the supply chain to 

deliver superior and efficient cargo operations at KfAB Airport. 

•	 Tofacilitate the cargo truck management, BIAL has developed India 'sfirst on-airport, dedicated 

truck management facility. This facility is equipped with various features like parking, fueling, 

cafeteria, medical, rest areas, etc. 

•	 In order to provide a dedicated handling facility for express courier shipments as per industry 

needs, the country '.I' first dedicated Express Courier Terminal was inaugurated on 12th Mar '21 

at KIAB. 

•	 To ensure the smooth inflow of perishables in the pandemic environment, BfAL has regularly 

engaged with all stakeholders including Government 0/ India agencies to streamline handing 

processes; this helped KIA process the highest number of exports ofperishables among Indian 

Airports till Feb 2021, i.e., .f2,406 M'T which is 31% share of India '.I' export ofperishahIe cargo 

via air (source: APEDA website). 

•	 To promote additionalflights to KIAB, BIAL has proposed Variable Tariff Plan in the submission 

jar the 3r(/ Control Period intending to: 

Enhance Domestic & International cargo connectivity (by route andfrequency) 

Encourage New Domestic & International cargo airlines I f lights into KIAB 

•	 We would like to assure the trade partners that the services provided at KIAB have remained 

competitive in nature ami BIAL has taken and will take measures to boost trade and connectivity 

[rom KIAB. 

•	 BIAL is cognizant ofthe current situation and despite the challenging environment, BIAL has tried 

to strike a balance by keeping tariffs lower during FY 2021-22 and FY 2022-23 and increase the 

charges in a progressive manner, in the latter half0/ the Ird Control Period. Further given the 

uncertainty surrounding recovery ofaviation sector, we have requested AERA to conduct a limited 

mid-term review ofthe tariffproposal and enable us to amend/revise the annual tariffproposals 

(without undergoing a detailed tariffsubmission), thereby ensuring a win-win scenario. 

Terminal Operators and EXIM Cargo 

•	 "At KIAB, all customers have a choice oftwo cargo terminals namely Air India SATS and Menzies 

Aviation Bobba (B'lore) and both are common-use cargo terminals. 

•	 Having two terminals has ensured that they are competitive, and the airlines have a choice for 

their operations. 

•	 All the airlines operating at KIAB are using common-use infrastructure, for their general cargo 

operations. The charges by the cargo terminal operators are subject to AERA tariffdetermination 

and governed by guidelines I directionsfrom Ministry ofCivil Aviationl AERA . 

•	 Further, the contract between the cargo terminal operators and the airlines are bilateral 

agreements which are mutually agreed by them based on services needed SLAs and other/actors 

and BIAL does not playa role in those bi-lateral agreements. 
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•	 The design capacity at KIABfor cargojor the end of financial year FY 20/21 was enhancedfront 

570, 000 MT pa to 715,000 MT pa. 

•	 Further based on stakeholder consultation we intend to/allow through on/allowing development 

in 3rd Control period to ensure medium-term capacity and cargo handling efficiencies are 

maintained. 

o	 Development ofa nell' domestic cargo terminal, 

o	 Refurbishment ofthe existing cargo terminals/or capacity enhancement 

o	 Expansion ofcold-chain facility 

•	 BIAL through the proposed Variable Tariff Plan in the submission lor the 3rd Control Period 

intends to: 

o	 Enhance Domestic & International cargo connectivity (by route andfrequency) 

o	 Encourage New Domestic & International cargo airlines /flights into KIAB. 

•	 It is imperative that such positive plans to increase trade connectivity be approved by the 

Regulator. " 

13.5	 Authority's examination after reviewing stakeholder comments on ARR and aeronautical 
tariffs for the Third Control Period 

13 .5.1 The Authority noted SIAL's comment related to the application of the discounting rate to determine 
the present value of ARR. The Authority clarifies that it had computed the ARR at the end of the 
financial years. Accordingly, the over-recovery computed for the first control period was computed as 
of 3 Ist March 2016 which had to be carried forward by one year to calculate its present value as of 
31st March 2017 (I st year of the second control period). The approach adopted by the Authority is 
logical and reasonable and therefore, the Authority decides to consider the same in the final tariff order. 

13.5.2	 The Authority has taken note of S[AL and Government of Karnataka request to consider a limited mid
term review of the tariff at the end of FY23. However, it is to be noted that the Authority, during the 
process of tariff determination, has remained fully cognizant of the impact of the pandemic and its 
multiple waves on the recovery of air traffic as well as the economy at large. Consequentially, the 
Authority had taken a conservative view on the airport traffic and financial projections. There could be 
two scenarios of deviation in projections based on the actual traffic materialising at Major Airports. In 
the event that the actual traffic realised is better than the estimated figures considered by the Authority, 
there wouldn't be any requirement for an interim review from the Airport Operator's perspective, given 
that such a situation would be favourable for the Airport Operator. Alternatively, if the recovery of 
traffic is slower than what is currently expected, a hike in tariffs might be required to compensate for 
the revenue loss if the approved ARR is to be completely recovered in the Third Control Period itself. 
ln the latter scenario, the Airport Operator should acknowledge that an under-recovery would most 
likely be a sign of ongoing disruptions and unabating challenges caused by the pandemic. Amidst such 
circumstances , any further increase in tariffs would be detrimental to the recovery of passenger traffic 
and be counter-productive to both the airport and its users. Given the bankability of their assets, the 
airport operator would be better equipped to absorb such short-term shortfalls if any, as the same would 
be trued up in subsequent control periods. Whereas the other stakeholders, particularly airlines, do not 
enjoy this benefit and would struggle to manage losses, if all losses are passed on to them and! or 
passengers in the form of increased UDF. Hence, the Authority after evaluating the probable outcomes 
of these scenarios from a balanced viewpoint on behalf of all stakeholders, has come to the decision 
that in any case, an interim review may not be fruitful. 
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13.5.3	 The Authority has noted SIAL 's submission on the proposal of lease rentals from 10SPL. The 
Authority notes that the existing agreement with 10SPL does not have the provision of revised rentals, 
therefore, the Authority decides to not consider the proposed rentals from 10SPL in the aeronautical 
revenues. 

13.5.4	 The Authority has taken note of the comments given by SIAL and IATA as well as SIAL's response 
to lATA's comments regarding ARR for the Third Control Period. The Authority reviewed the 
comments made by lATA stating that tariff determination might be done on a single till basis. The 
Authority noted that the 30% hybrid till for SIAL is based on the directives received from MoCA and 
based on the National Civil Aviation Policy 2016. Hence, the Authority sees no reason to move back 
to single till for tariff determination. 

13 .5.5 The Authority also noted lATA's comments mentioning concerns around different treatment to airlines 
in terms of equivalent aircrafts paying different charges on domestic and intern ational routes. The 
Authority examined the ATP and VTP submitted by SIAL and is of the view that the classification of 
domestic and international flights cannot be termed as discriminatory. The Authority is of the view that 
the observations put forward in the Hon'ble TDSAT judgment is in a different context and the same is 
being mis-interpreted by IATA. The Authority notes that it may not be practical to equalize the charges 
for domestic and international services. 

13.5.6	 The Authority has taken note of the comments from FIA on the till to be adopted for tariff 
determination. The Authority's response to FIA in Para 2.4.8 addresses the comments given by FIA on 
the till. On FIA's comments regarding the timely release of the order, the Authority states that the 
process of tariff determination was initiated as per the Authority 's guidelines. However, the Authority 
had to take due consideration of the multiple waves of the pandemic and accordingly factored the same 
into its projections for the airport operator. 

13.5.7	 The Authority's response to IATA in the above para addresses the concerns of AOC related to 
difference between domestic and international operators. On AOC's comment related to calculating 
the landing and parking charges based on ATOW rather than MTOW, the Authority is of the view that 
the calculation of landing and parking charges on MTOW is a standard norm followed not just in India 
but globally and hence, the Authority sees no reason to revise the same. Regarding AOC's comment 
on the promotion of non-aeronautical revenues, the Authority is of the view that the National Civil 
Aviation Policy 2016 has laid down a framework for promotion of non-aeronautical activities in the 
form of shared till mechanism which incentivizes the airport operator for investment in the non
aeronautical business. 

13.5.8	 The Authority has also taken note of comments given by AOC, Air India, Slue Dart, SpiceJet, Air 
Vistara, Air Asia, DACAAI and FFFAI to maintain status quo for aeronautical charges in the short 

term or during the entire control period. The Authority has finalized the tariffs for SIAL based on its 
analysis and ensuring that an optimum balance is achieved for all the stakeholders. The Authority has 
also taken note of the other comments put forward by FFFAI to SIAL on the incentives to the air travel 
industry, challenges faced with cargo terminal operators as well as the need to enhance airline 
operations to expand cargo business at SIAL. The Authority has noted that the response of SIAL to 
FFFAI's comments is adequate. 

13.5.9	 Based on the above, the aeronautical revenue decided by the Authority for the Third Control Period is 
given in the table below: 
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Table 181: Aeronautical revenue decided by the Authority for the Third Control Period 

Particulars (In INR Cr.) FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 Total 

User Development Fee (A) 151.28 615.61 905.51 1230.49 1308.19 4211.09 

Landing Charges (B) 135.68 281.23 463 .29 666.89 696.27 2243.37 

Parking Charges (C) 6.07 13.60 21.33 34.78 50.44 126.22 

Sub-total of revenues (D = A+B+C) 293.03 910.45 1390.13 1932.16 2054.91 6580.68 

Cargo (EI) 46.94 51.76 57.09 63.47 71.40 290.66 

Fuel Farm/ITP (E2) 4.07 7.44 8.54 9.78 10.96 40.78 

Ground Handling (E3) 21.09 45.57 53.73 59.70 65.22 245 .32 

ICT (E4) 16.65 17.18 17.73 18.29 18.88 88.73 

Common Infrastructure Charge (E5) 34.25 51.85 62.03 88.35 104.67 341.15 

Lease rentals from aero 
27.54 29.06 30.51 32.11 33.63 152.85 

services/CGF (E6) 

Total Aviation Concessions (F
150.54 202.85 229.63 271.71 304.77 1159.49

EI+E2+E3+E4+E5+E6) 

Total aeronautical revenues 
443.57 1113.29 1619.76 2203.87 2359.68 7740.17

(G=D+F) 
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13.5.10The Authority has examined lilt: Variable Tariff Plan (VTP) submitted by BIAL and notes that the 
purpose of introducing VTP is to bring additional flight and generate additional revenue, which will 
help to reduce aeronautical charges in long run. Accordingly, the Authority agrees to accept the 
Variable Tariff Plan submitted by BIAL except Airline Partnership Programme, which the Authority 
feels is not as per ICAO Guidance on non-discrimination. Further, BIAL is also directed to ensure the 
principles of non-discrimination of ICAO are not violated. 

13.5.1) The Authority has agreed with Variable Tariff Plan (VTP) submitted by BIAL except relating to VTP 
(Airline Partnership Programme) as it does not meet the non-discrimination guidance clause ofICAO. 

13.5.12The Authority also directs BIAL to keep a separate record of accounts for incentives granted, revenue 
generated and the expenditure incurred in this regard during the Third Control Period for the 
information of all stakeholders and the Authority so as to take a considered view for determination of 
aeronautical tariff for next control period. 

13 .5.13 Based on the changes undertaken by the Authority in the above sections, the ARR decided by the 
Authority for the Third Control Period is given in the table below: 

Table 182: Recomputed Aggregate Revenue Requirement (ARR) decided by the Authority for the 

Third Control Period 

Particulars (lNR cr.) FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 Total 

Average RAB (A) (refer Table 102) 4,768.61 7,849.78 10,383.66 10,006.68 9,694 .08
 

FRoR (B) (refer Table 108)
 11.59% 11.59% 11.59% 11.59% 11.59%
 

Return on RAB (C = A*B)
 552.87 910.10 1,203.88 1,160.17 1,123.93 4,950.96 

Depreciation (D) (refer Table 101) 288.61 432.29 573.15 565.07 568.44 2,427.57 

Operating Expenditure (E) (refer Table 
393.63 460.31 550.53 611.58 653.83 2,669.89 

152) 

Working Capital Interest (F) (refer 
4.56 5.43 5.44 5.43 5.43 26.30 

Table 175)
 

Tax (G) (refer Table 172)
 126.44 

Gross ARR (H = C+D+E+F+G) 

0.00 0.00 0.00 52.88 73.55 

10,201.151,239.67 1,808.14 2,333.01 2,395.14 2,425.19 
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Particulars (INR cr.) FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 Total 

Less: Non - Aero Revenue (I) (refer 

Table 169) -70.86 -142.25 -\76.67 -217.15 -267.82 -874.75 

Add: Concession fee (J) (refer Table 
17.61 44.26 64.47 87.78 93.95 308 .07 

150) 

Add: Under recovery ofpre-control 
period as on 31 March 2022 (K) (refer 179.76 

7ilble 5) 
Less: Over recovery of Second Control 

Period as on 31 March 2022 (L) (refer -974.14 

Table 57) 

ARR (M = H-I+J+K+L) 392.04 1,710.15 2,220.81 2,265.77 2,251.32 8,840.09 

PV factor (N) 1.00 0.90 0.80 0.72 0.64 

PV of ARR as on 31 March 2U22 (U = 
392.04 1,532.48 . 1,783.32 1,630.40 1,451.69 6,789.92

M*N) 

Projected aeronautical revenues (P) 443.57 1,113.29 1,619.76 2,203.87 2,359.68 7,740.17 

PV of aero revenues as on 31 March 
443.57 997.63 1,300.68 1,585.85 1,521.56 5,849.29

2022 (Q=P*N) 

Shortfall (-)1 Over-recovery (+) as on 
51.53 -5311 .85 -~82.64 -44.54 69.87 -940.63 

31 March 2022 (R = Q-O) 

13.5.14 The Authority noted that the BIAL will have a shortfall of INR 940.63 cr. as on 31 March 2022. The 
Authority decides to carry forward the shortfall in the next control period. 

13.6 Authority's decisions regarding ARR for Third Control Period 

Based on the material before it and based on its analysis, the Authority has decided the following with regards 
to ARR for the Third Control Period: 

13 .6.1 To consider Aggregate Revenue Requirement (ARR) as detailed in Table 182 above as the eligible 
ARR for the Third Control Period for BIAL 

13 .6.2 The Authority decided to consider the Variable Tariff Plan (VTP) for the Third Control Period with 
the exception of the Airline Partnership Programme, as it does not meet the non-discrimination 
guidance clause of ICAO. 

13.6.3 To carry forward the shortfall of INR 940.63 cr. as on 3\ March 2022 to the next control period. 

13 .6.4 The Authority directs BIAL to ensure the principles of non-discrimination oflCAO are not violated 

13 .6.5 The Authority directs BIAL to keep a separate record of accounts for incentives granted, revenue 
generated and the expenditure incurred in this regard during the third control period for the information 
of all stakeholders and AERA so as to take a considered view for determination of aeronautical tariff 
for next control period. 
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14 NOTE ON KEY ISSUES ARISING FROM UNPRECEDENTED COVID-19 IMPACT 

14.1 Background 

14.1.1	 The outbreak of COVID-19 has severely impacted the aviation industry globally and likewise in India. 
The lockdown and travel restrictions imposed by various Governments/Countries have brought down 
air travel substantially during FY 2020-21, both domestic and international. The domestic and 
international combined passenger throughput in FY 2020-21 was 33.8% compared to FY 2019-20. 
Even during 1st quarter of FY 2021-22 the passenger throughput is 27.7% compared to the same period 
of FY 2019-20. With this effect of Covid pandemic, the total passenger traffic for the Third Control 
Period for BIAL is estimated to be 175 million. Assuming there was no pandemic and normal growth 
had taken place on the growth trajectory witnessed from FY 2013-14 to FY 2019-20, the passenger 
traffic during the Third Control Period would have been estimated to be around 309 million. Capacity 
expansion was planned by Airport Operator based on this pre-COVlD normal traffic growth with an 
investment of around Rs. 8000 Cr. mainly between ry 2020-21 to FY 2023-24. 

14.1.2	 The expansion programme of the Airport started before the pandemic set in and as such the ongoing 
project could not be stopped midway. This heavy Capital Expenditure has resulted in higher ARR for 
the Third Control Period, while the actual traffic is going to be much less than that was estimated at 
the start of the expansion project before the pandemic. The impact of higher ARIZ and lower traffic 
would lead to increased tariff over the current control period. If the entire ARR is proposed to be 
recovered during the Third Control Period itself, tariff rates would bc exceptionally high due to double 
impact of increased ARR and decreased traffic and the same may be counter-productive for the revival 
of aviation industry. 

14.1.3	 AERA as a regulator is expected to look into the interest of all the stakeholders while determining the 
tariff of the Airport. It is also expected to look into the economic and viable operation of the Airport. 
Section 13 (I) (a) (vii) of the AERA act allows AERA to consider any other factor relevant for the 
determination of the Tariff. In the background of the above stated facts arising out of unprecedented , 
once in a century situation beyond the control of all stakeholders , the Authority while determining the 
tariff of the Airport and considering the viability and the cash flow requirement for the sustainability 
of the airport, has decided to take following decisions while determining the tariff for the Third Control 
Period. 

14.2 No increase of Tariff in FY 2022 

14.2.1	 The air traftic demand in the first quarter of FY 2021-22 has been deeply impacted by the challenges 
posed by the COVID-19 pandemic and the resultant slowdown in the economy . The first year is 
expected to be the most affected year of the Third Control Period and any increase in tariffs or 
additional charges at this stage is likely to be detrimental for the recovery of traffic and the recovery of 
the sector as a whole . 

[4.2.2	 The regulatory guidelines allow for true-up of any shortfalls in recovery, thereby placing the airport 
operators in a better position to absorb short-term financial shortfalls as compared to other airport users/ 
service providers who are facing huge losses. Also, largely middle-class passenger base is expected to 
suffer shrinkage in disposable incomes owing to the economic slowdown . 

14.2.3	 As per the estimates of the Authority, there wouldn't be a cash deficit in the first year especia lIy from 
the perspective of cash requirements to meet the operational expenses and debt servicing. In the event 
ofa cash deficit, it is expected to be of the small magnitude which the Airport Operator can easily tide 
over by renegotiating long-term loan repayment schedules and look at other innovative ways to manage 
cash or avail relevant credit lines. 
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14.3 Recovery of certain portion of ARR in Fourth Control Period 

14.3.1	 As highlighted above, air traffic demand has been deeply impacted by the challenges posed by the 
COYID-19 pandemic and the resultant slowdown in the economy. Moreover, airport operators have 
on-going capital expenditure projects and other planned works, which have resulted in a higher ARR. 
Whereas, the existing traffic base is not sufficient for the complete recovery of ARR (which included 
prior period losses being trued up) in the current·control period, as this would require a significant 
increase in tariffs. But the increase in tariffs during present times is likely to adversely impact the 
recovery of air traffic. 

14.3.2	 During the stakeholder consultation process, the Authority received various comments from 
stakeholders regarding the postponement of recovery of prior period losses in the light of disruptions 
caused by the COYID-19 pandemic. The Authority has examined such comments and is of the 
considered view that keeping the tariff at present level for the entire control period and postponing the 
entire recovery of shortfalls (in case no tariff hike is effected in the present control period) to the next 
control period would create a huge recovery burden and lead to steep upward revision of tariffs in the 
Fourth Control Period. Further, this would also adversely affect the cash flows of the Airport Operator 
in the present control period. Nevertheless, the Authority understands that targeting a full recovery at 
time when the aviation industry is struggling to recover from the perils of the COYID-19 pandemic 
would 1101 be fair to all the stakeholders and be counterproductive to the efforts to revive dcmond. The 
Authority finds that airport operators are relatively better placed in such a situation due to provision 
for true up of any shortfalls in revenue recovery in the next control period, whereas, the other 
stakeholders do not have such an option. 

14.3.3	 Further, it would be pertinent to note that considerable investments in capacity have already been made 
which should be sufficient for the foreseeable future. Therefore, the subsequent control periods are 
expected to witness lower capital expenditure requirements while catering to a larger traffic base. 
Further, the Authority believes that it has considered conservative traffic estimates based on prevailing 
situation and the actual traffic might be better. Hence, the Authority has taken a balanced approach in 
this regard and had decided that the recovery of a certain portion of the ARR would be postponed to 
the Fourth Control Period in view of the prevailing conditions. 

14.4 Reduction in tariffs in the final year of Third Control Period (FY 2026) 

14.4.1	 The Authority has decided to increase the tariff in the Third Control Period but at the same time it 
believes that the subsequent control period would be better in the context of lesser capital requirements 
and larger passenger base owing to the recovery in aviation sector and revival of the economy from the 
COYID-19 pandemic. Hence, the tariff rates for the subsequent control period are expected to be lower. 
In view of this, the Authority has reduced the tariff rates in the last quarter of the final year of the Third 
Control Period, i.e., FY 2026, which may also continue till tariff determination for the FOlJl1h Control 
Period, due to following factors: 

a)	 To prevent abrupt correction in the tariffs starting next (Fourth Control Period) rather following a 
graded decrease for benefit of all stakeholders. 

b)	 To avoid legal complications as faced by AERA in the past under circumstances where significant 
decrease in tariffs was expected in the succeeding control period and tendency of some stakeholders to 
use delaying tactics in tariff determination. 

c)	 Authority has taken a conservative view on the airport traffic (have largely agreed with Airport 
Operator's projections) and financial projections and believes the actual recovery is likely to be better 
leading to higher revenue recovery than projection for the Third Control Period. 
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d)	 Also, by the second half of the last year of the Third Control Period (FY 2026), the tariff determination 
exercise for the Fourth Control Period would be well underway. Therefore, the Authority would be 
able to appropriately reconcile the actual recoveries against the current projections and suitable 
decisions as per AERA's Tariff determination methodology can be taken for the Fourth Control Period. 
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15 SUMMARY OF AUTHORITY'S DECISIONS 

The below mentioned summary provides the Authority's decisions relating to relevant chapters regarding the 

tariff determination for the Third Control Period as reproduced below: 

Chapter 2 Review of Pre-Control Period 

Based on the material before and its analysis, the Authority has decided the following with regards to the pre
control period: 

2.5 .1 To consider the pre-control period from airport opening date (24 May 2008) till the start of the First 

Control Period (3 1 March 20 I I) 

2.5.2 To undertake the changes proposed in Table 4 while computing the under/ over-recovery of the pre

control period. 

2.5 .3 To carry forward the under/ over-recovery amount computed in Table 5 for the pre-control period to 

the 1ni control period , 

Chapter 3 True-up for the Second Control Period 

Based on the material before and its analysis, the Authority has decided the following with regards to the 
true-up for the Second Control Period: 

3.13 .1	 To consider the aeronautical RAB as per Table 18 for true-up of the Second Control Period 

3.13.2	 To consider depreciation as per Table 31 for true-up of the Second Control Period. 

3.13 .3	 To consider WACC as per Table 26 for true-up of the Second Control Period 

3.13.4	 To consider aeronautical operating expenditure as per Table 40 for true-up of the Second Control 

Period 

3.13.5	 To consider aeronautical taxation as per Table 44 for true-up of the Second Control Period 

3.13 .6	 To consider non-aeronautical revenues as per Table 49 for true-up of the Second Control Period 

3.13.7	 To consider aeronautical revenues as per Table 52 for true-up of the Second Control Period 

3.13.8	 To consider the adjustment to the First Control Period true-up as per Table 53 for true-up of the 

Second Control Period 

3.13 .9	 To carry forward the over-recovery amount of 2nd control period of INR 974.14 cr. as on 31 March 

2022 (excluding pre-control period shortfall) as per Table 57 to the Third Control Period 

Chapter 4 Traffic Projections for Third Control Period 

Based on the material before it and based on its analysis, the Authority has decided the following with 

regards to traffic projections for the Third Control Period: 

4.6 .1	 To consider the passenger traffic, ATM traffic and cargo traffic as per Table 66 respectively which 

shall be trued up based on actuals. 

4.6 .2	 To consider the share of transit passengers as per Table 67 for the Third Control Period. 

Chapter 5 Regulatory Asset Base CRAB) and Depreciation for the Third Control Period 

Based on the material before it and based on its analysis, the Authority has decided the following with 

regards to regulated asset base and depreciation for the Third Control Period : 
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5.6.1 To reduce (adjustment) I% of the project cost from the ARR in case any particular capital project is 
not completed/ capitalized as per the capitalization schedule as per the approval in tariff order 
including Terminal 2 (Refer Para 5.5.6). 

5.6.2 To include the pre-operative expenses of lNR 62.39 cr. for the deferred projects of the Second 
Control Period in the RAB of Third Control Period such that the total pre-operative expenses for the 
Second Control Period projects is capped at INR 156 cr. To true-up the pre-operative expenses for 
the capital expenditure projects deferred from the Second Control Period to the Third Control Period 
after the projects are commissioned based on the review of the actual cost incurred and its 
reasonab leness. 

5.6.3 To consider the pre-operative expenses as 2% of the total project cost of Group B projects for the 
Third Control Period. However, this is subject to true-up on review of the total pre-operative 
expenses and its apportionment over all the eligible work. (Refer Para 5.5.36) 

5.6.4 To consider the contingency cost as 3% of the Third Control Period project cost (Refer Para 5.2.73). 

5.6.5 To consider the total asset addition and aeronautical asset addition given in Table 99 and Table 100 
respectively for the Third Control Period 

5.6.6 To true-up the total asset addition, asset allocation and the aeronautical asset addition for the Third 
Control Period based on the actual asset addition undertaken in the next control period and subject to 
its reasonableness. 

5.6.7 To consider the aeronautical depreciation given in Table 101 for the Third Control Period 

5.6.8 To consider the aeronautical RAB given in Table 102 for the Third Control Period. 

Chapter 6 Weighted Average Cost of Capital (WACq for the Third Control Period 

Based on the materials before it and based on its analysis, the Authority has decided the following with 
regards to WACC for the Third Control Period: 

6.6.1	 To consider the cost of equity at 15.05% as per the outcome of the independent study. 

6.6.2	 To consider the notional debt to equity (gearing) ratio of 48%:52% as suggested by the independent 
study 

6.6.3	 To consider 7.85% as cost of debt for the Third Control Period. 

6.6.4	 To true-up the cost of debt of BIAL for the Third Control Period based on actuals subject to its 
reasonableness and efficiency. 

6.6.5	 To consider the WACC of 11.59% for the Third Control Period based on above mentioned cost of 
equity, cost of debt and considering the notional gearing ratio as suggested by the independent study. 

Chapter 7 Operating Expenses for the Third Control Period 

Based on the material before it and its analysis, the Authority has decided the following with regards to 
operating expenses for the Third Control Period: 

7.6.1	 To consider allocation ratio as set out in Table 151 above for the Third Control Period 

7.6.2	 To consider aeronautical operating expenditure as set out in Table 152 for the Third Control Period 

7.6.3	 To true up the operating expenditure for the current control period based on actuals, at the time of 
determination of tariff for the next control period. 

383 I r a g e 



Order No. 11/2021-22 jar the Third Control Period KIA, Bengaluru 

Chapter 8 Non - aeronautical revenue for the Third Control Period 

Based on the material before it and its analysis, the Authority has decided the following with regards to non
aeronautical revenues for the Third Control Period: 

8.6.1	 To consider non-aeronautical revenue as set out in Table 169 above for the Third Control Period 

8.6.2	 To treat real estate revenue as non-aeronautical revenues. 

8.6.3	 To treat interest income as non-aeronautical revenues. 

8.6.4	 To true up non-aeronautical revenues for the current control period, at the time of determination of 
tariff for the next control period. 

Chapter 9 Taxation for the Third Control Period 

Based on the material before it and its analysis, the Authority has decided the following with regards to 
taxation for the Third Control Period: 

9.6.1	 To consider tax outflow estimate as set out in Table 172 for the Third Control Period. 

9.6.2	 To true-up the aeronautical tax estimates based on actual tax outflow at the end of the current control 
period 

Chapter 10 Working Capital Interest for the Third Control Period 

Based on the material before it and its analysis, the Authority has decided the following with regards to 
working capital interest for the Third Control Period: 

10.6.1	 To consider working capital interest / fee as detailed in Table 175 for the Third Control Period. 

10.6.2	 To true up the working capital interest/ fee projections based on actuals, at the end of the control 
period, in computation of tariff for the next control period. 

Chapter 11 Inflation for the Third Control Period 

Based on the material before it and its analysis, the Authority has decided the following with regards to 
inflation for the Third Control Period: 

I '.6.1	 The Authority decides to consider the inflation of 4.9% for the Third Control Period based on the 
mean WPI inflation forecast for FY 2021-22 given in the 69th round of survey professional 
forecasters on macroeconomic indicators of RBI. 

Chapter 12 Quality of Service for the Third Control Period 

Based on the material before it and based on its analysis, Authority has decided the following with regards to 
Quality of Service for the Third Control Period: 

12.6.1	 The Authority decides that BIAL shall ensure that service quality at Kempegowda International 
Airport conforms to the performance standards as indicated in the Concession Agreement over the 
Third Control Period. 

12.6.2	 The Authority decides notto levy any penalties / rebates against BIAL for the Second Control Period. 

Chapter 13 Aggregate Revenue Requirement for the Third Control Period 

Based on the material before it and based on its analysis, the Authority has decided the following with 
regards to ARR for the Third Control Period: 

13.6./ 
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13.6.2	 The Authority decided to consider the Variable Tariff Plan (VTP) for the Third Control Period with 
the exception of the Airline Partnership Programme, as it does not meet the non-discrimination 
guidance clause of ICAO. 

13.6.3	 To carry forward the shortfall of INR 940.63 cr. as on 31 March 2022 to the next control period. 

13 .6.4	 The Authority directs BIAL to ensure the principles of non-discrimination of ICAO are not violated 

13 .6.5 The Authority directs BIAL to keep a separate record of accounts for incentives granted, revenue 
generated and the expenditure incurred in this regard during the third control period for the 
information of all stakeholders and AERA so as to take a considered view for determination of 
aeronautical taritT for next control period. 
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16 ORDER 

16,1.\	 In exercise of powers conferred by Section 13(1)(a) of the AERA Act, 2008 and based on the 
above decisions, the Authority hereby determines the tariffs to be levied at Kempegowda 
International Airport, Bengaluru for the Third Control Period (I" April 2021 to 31st March 

2026) as seen in Annexure I (I A and I B) to the Order. 

16,1.2	 In exercise of powers conferred by Section 13(I )(b) of the AERA Act, 2008, read with Rule 89 
of the Aircraft Rules, 1937, the Authority hereby determines the rate of UDF as indicated in 

the rate card at Annexure I to the Order for the current Control Period. 

16.1,3	 This tariff order shall be made effective from 1>1 October 2021. 

(Col. Manu ' ooden) 
Secretary, AEKA 

To, 

Shri Hari K Marar 
Managing Director & CEO 

Bangalore International Airport Limited 
Alpha-2, Kempegowda International Airport, 
Bengaluru - 560 300, India 

Copy to, 

I. Secretary, Ministry of Civil Aviation 

Rajiv Gandhi Bhawan, 

Safdarjung Airport, 

New Delhi  110003 

2. Directorate General of Civil Aviation, for issue of AIC 
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17	 ANNEXURES 

17.1	 Annexure 1A - Tariff card pertaining to KIA, Bengaluru for Third Control Period 
as approved by the Authority - Effective from October 01, 2021 to March 31, 2026 

17.1.1	 Landing and Parking Charges 
General: 

I) Landing and Parking Charges are payable to Bangalore International Airport Limited. 

2) Weight of an aircraft means MTOW in MT (I OOOkg) as indicated in the certificate of 
airworthiness.
 

3) Charges shall be calculated on the basis of nearest MT (i.e. 1000 kg)
 

a)	 Landing charges
 

Applicable rates from pi October 2021 to 3pl March 2022
 

Weiaht of Aircraft International Flizht Other than International Flil?:ht 
Up to 100 MT INR 410.00 per MT INR 207.00 per MT 
Above 100 MT INR 41,000 + INR 552.00 per 

MT in excess of 100 MT 
INR 20,700 + INR 280.00 per MT 
in excess of 100 MT 

Applicable rates from 1'1 April 2022 to 31'1March 2023 

Welzht of Aircraft International Flil?:ht Other than Intern ational Fliaht 
Up to 100 MT INR 440.00 per MT INR 260.00 per MT 
Above 100 MT INR 44,000 + INR 550.00 per 

MT in excess of 100 MT 
INR 26,000 + INR 350.00 per MT 
in excess of 100 MT 

Applicable rates from ISI April 2023 to 31SI March 2024 

Weil?:ht of Aircraft International Flil?:ht Other than International Flight 
Up to 100 MT INR 660.00 per MT INR 365.00 per MT 
Above 100 MT INR 66,000 + INR 790.00 per 

MT in excess of 100 MT 
INR 36,500 + INR 490.00 per MT 
in excess of 100 MT 

Applicable rates from l" April 2024 to 31'1 March 2025 

Weizht of Aircraft International Flizht Other than International Flight 
Up to 100 MT INR 685.00 per MT INR 510.00 per MT 
Above 100 MT INR 68,500 + INR 820.00 per 

MT in excess of 100 MT 
INR 51,000 + INR 685.00 per MT 
in excess of 100 MT 

A r e rates from st Anri'12025 to 31'1 D ecem b 2025.nnncabl	 er 
Weight of Aircraft 
Up to 100 MT 
Above 100 MT 

International Flight 
INR 715.00 per MT 
INR 71,500 + INR 855.00 per 
MT in excess of 100 MT 

Other than International Flight 
INR 510.00 per MT 
INR 51,000 + INR 685.00 per MT 
in excess of 100 MT 

A	 r from I st J 2026 31'1 M arch 2026 .nnncablcrates anuarv to 
Weight of Aircraft International Flight 

INR 500.00 per MT 
Other than International Flight 
INR 355.00 per MT Up to 100 MT 

Above 100 MT INR 50,000 + INR 600.00 per INR 35,500 + INR 480.00 per MT 
MT in excess of 100 MT in excess of 100 MT 
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Note:
 

I) No landing charges shall be payable in respect of:
 

a.	 Aircrafts with a maximum certified passenger capacity of less than 80 seats, 
being operated by domestic scheduled operators at the airport and 

b.	 Helicopters of all types (not applicable to non-scheduled operators) 

2)	 Non-scheduled flights; A minimum fee shall be charged per landing for all types of aircraft 
flights, helicopter flights including but not limited to domestic landing, international and 
general aviation landing for the control period as given below: 

a.	 FY22 and FY23 - INR 5,0001

b.	 FY24, FY25 and FY26 - INR 7,5001

b)	 Parking charges 

Parking Charges for All aircrafts - Domestic & International (First two hours after 
free parking period) 

Weight 1.10.2021 - 1.04.2022 - 1.04.2023 - ].04.2024  1.04.2025 - 1.01.2026 -
of 31.03.2022 31.03.2023 31.03.2024 31.03.2025 31.12.2025 31.03.2026 
Aircraft (FY22) (FY23) (FY24) (FY25) (FY26) (FY26) 

Up to 
100 MT 

INR 4.00 
per hour per 

MT 

INR 6.00 
per hour per 

MT 

INR 8.00 
per hour per 

MT 

INR 12.00 
per hour per 

MT 

INR 17.00 
per hour per 

MT 

INR 12.00 
per hour per 

MT 

Above 
100 MT 

INR 4001- + 
INR 5.00 ' 

per MT per 
hour in 

excess of 
100 MT 

INR 6001- + 
INR 7.00 

per MT per 
hour in 

excess of 
100 MT 

INR 8001-+ 
INR 11.00 
per MT per 

hour in 
excess of 
100 MT 

INR 1200/
+ INR 15.00 
per MT per 

hour in 
excess of 
100 MT 

INR 1700/
+ INR 21.00 
per MT per 

hour in 
excess of 
100 MT 

INR 1200/-
+ INR 

15.00 per 
MT per 
hour in 

excess of 
100 MT 

Parking Charges' for All aircrafts - Domestic & International (Beyond four hours) 
Weight 1.10.2021 - 1.04.2022 - 1.04.2023 - 1.04.2024 - 1.04.2025 - 1.01.2026 -
of 31.03.2022 31.03.2023 31.03.2024 31.03.2025 31.12.2025 31.03.2026 
Aircraft (FY22) (FY23) (FY24) (FY25) (FY26) (FY26) 

Up to 
100 MT 

INR 7.00 
per hour per 

MT 

INR 10.00 
per hour per 

MT 

INR 14.00 
per hour per 

MT 

INR 20.00 
per hour per 

MT 

INR 28.00 
per hour per 

MT 

INR 20.00 
per hour per 

MT 

Above 
100 MT 

INR 7001- + 
INR 9.00 

per MT per 
hour in 

excess of 
100 MT 

INR 1000/
+ INR 13 .00 
per MT per 

hour in 
excess of 
100 MT 

INR 1400/
+ INR 18.00 
per MT per 

hour in 
excess of 
100 MT 

INR 2000/
+ INR 25.00 
per MT per 

hour in 
excess of 
100 MT 

INR 28001
+ INR 35.00 
per MT per 

hour in 
excess of 
100 MT 

INR 20001
+ INR 

25.00 per 
MTper 
hour in 

excess of 
100 MT 

*HouslIlg charges categorized (1$ parking charges 

I)	 2 hours of free parking period is allowed on all stands. Thereafter, parking charges will be 
applicable. 

2)	 Parking time will be calculated based on ON BLOCK and OFF BLOCK time as recorded 
at Airport Operations Control Centre (AOCC). 
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3) For calculating chargeable parking time. part of an hour shall be rounded off to the next 
hour. 

4) Parking charges for unauthorized overstay in case of long-term parking arrangements shall 
be 3 times the applicable parking charges. 

Exemption in Landing and Parking Charges: 

I) Military aircraft (Government of India) including para-military forces such as SSF, Coast 
Guard etc. are also exempted from parking charges. 

2) Domestic leg of International routes of Foreign carriers shall be treated as International 
flights. 

3) Domestic legs of international routes of Indian operators to be treated as domestic flights 
as far as landing charges are concerned, irrespective of the flight numbers assigned to such 
flights. 

17.1.2 User Development Fee 

o b 2021 :W t M h 2022 fA r bI.pnnca e rates rom st cto er to. arc 
Type of Passenger Proposed Rate 
International embarking passenger INR 839.00 per pax 
Domestic embarkinz passenzer INR 184.00 per pax 

I t A 'I 2022 t 3 pi M h 2023 fA u bl.ppuca era es rom s .p r t 0 arc 
Type of Passenger Proposed Rate 
International ernbarkina oassenuer INR 1200.00 per pax 
Domestic embarking passenger INR 350.00 per pax 

A '12023 31'1 M h 2024fA u bl.pnnca e rates rom st .nri to arc 
Type of Passenger Proposed Rate 
International embarking passenger INR 1400.00 per pax 
Domestic embarking passenger INR 450.00 per pax 

I t A '1 2024 t 31'1 M h 2025fA u bl.ppnca e rates rom s .pr) 0 arc 
Type of Passenger Proposed Rate 
International embarking oassenaer INR 1500.00 per pax 
Domestic embarking passenger INR 550.00 per pax 

b 2025A '12025 31" Dfr bIApplica e rates rom st iprr to ecem er 
Type of Passenger Proposed Rate 
International embarking passenger INR 1500.00 per pax 
Domestic embarking passenger INR 550.00 per pax 

2026 31 st M h 2026 JfA li bI.ppnca e rates rom st anuary to arc 
Type of Passenger Proposed Rate 
International embarking passenger INR 1050.00 per pax 
Domestic embarking passenger INR 385.00 per pax 

Note: 

a) UDF Collection Charges: If payment is made within 15 days from receipt of invoice, then 
collection charges per departing passenger shall be paid by SIAL as per the policy pertaining 
to such charges between the Ai erator and the airlines. No collection charges shall be 
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paid in case the airline fails to pay the UDF invoice to BIAL within the credit period of 15 days 
or in case of any part payment. 

b)	 For conversion of US$ to INR, the RBI conversion rate as on the last day of the previous month 
for tickets issued in the first fortnight and rate as on 151h of the month for tickets issued in the 
second fortnight shall be adopted. 

c)	 Revised UDF charges will be applicable on tickets issued on or after the implementation of 
new tariff rate carel. 

General Conditions: 

In terms of DGCA AIC No. 14/2019 dated 16.05.2019 and AIC No. 20/2019 dated 06.11.20 19 
(decision of Ministry of Civil Aviation, Govt. of India vide Order no. AV 29012/39/20 18-AD 
dated 10.04]019130.10.2019) the following categories of persons are exempted from levy and 
collection ofUDF. 

I)	 Children (under the age of2 years) 

2)	 Holders of Diplomatic Passport 

3)	 Airlines crew on duty including sky marshals and airline crew on board for particular tlight 
only (this would not include Dead Head Crew or Ground Personnel) 

4)	 Persons travelling on official duty on aircraft operated by Indian Armed Forces 

5)	 Persons travelling on official duty for United Nations Peace Keeping Missions, 

6)	 Transit/transfer passengers (this exemption may be granted to all the passengers transiting 
upto 24 hours. A passenger is treated in transit only if onward travel journey is within 24 
hours from arrival into airport and is part of the same ticket, in case 2 separate tickets are 
issued it would not be treated as transit passenger) 

7)	 Passengers departing from the Indian airports due to involuntary re-routing i.e. technical 
problems or weather conditions. 

17.1.3 CUSS/CUTE/BRS Charges ' 

I)	 * Concessioned to Concessionaire on revenue share model. The charges mentioned above 
will be collected by Concessionaire from Airlines. 

2)	 CUSS/CUTE/BRS charge shall be applicable to the below departing passengers: 

a.	 Passengers on scheduled tlights 

b.	 Passengers on non-scheduled, charter tlights 

3)	 For scheduled passenger flights, the charges shall be billed and collected by the 
Concessionaire. 

4)	 For adhoc/non-scheduled passenger tlights, the charges shall be billed and collected by 
Bangalore International Airport Ltd. 

5)	 For conversion of US$ to INR, the RBI conversion rate as on the last day of the previous 
month for tickets issued in the first fortnight and rate as on l5 1h of the month for tickets 
issued in the second fortnight shall be adopted. 

..~fit~ 
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17.1.4 Taxes 

I)	 All the above Airport charges and Fee are subject to taxes, duties and cess at applicable 
rates. 

17.1.5 GENERAL CONDITION: 

I)	 Flights operating under Regional Connectivity Scheme will be completely exempted from 
charges as per Order No. 20/2016-17 dated 3 1.03.20 J 7 of the Authority . 
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17.2	 Annexure 18 - Variable Tariff Plan pertaining to KIA, Bengaluru for Third 
Control Period as approved by the Authority - Effective from October 01, 2021 to 
March 31, 2026 

I3IAL has proposed a Variable Tariff Plan (VTP) under major categories given below which are 
applicable to Scheduled Domestic & International Passenger and Cargo Airlines only. 

The definition of various categories is given below:
 

I) New Route
 

a.	 A tlight to a new destination that is currently unserved from BLR Airport by any 
airline in the previous 2 lATA seasons - (Summer'20, Winter'20-21, 
Summer'21 excluded), including: 

b.	 Ultra Long-haul (ULH) Destinations>8000 km from BLR and having existing 
frequencies less than 14departures/week, and/or; 

c.	 Long-haul (LH) Destinations between 5,000-8,000 km from BLR and having 
existing frequencies less than 7 departures/week. 

2)	 Additional frequency/new airline on an existing long-haul/ultra long-haul route 
International 

a.	 Existing international long haul/ultra long-haul routes - Routes other than 'New 
Route' defined above 

b.	 New Airline/additional frequency on existing route, compared to the operations 
in previous 2 lATA seasons - (Summer'20, Winter'20-21, Summer'21 
excluded), including: 

I.	 Long-haul/Ultra long-haul Destinations beyond 5,000 kms from I3LR, 
and 

ii.	 Weekly frequencies: >= I4/week for >8000 kms, and/or 

iii.	 Weekly frequencies: >=7/week for 5000-8000 kms 

3)	 Aircraft upgauge (International) 

a.	 An airline upgrading aircraft type on any of the weekly frequencies to Code E 
or F with no reduction in overall frequencies per week, compared to the aircraft 
and frequencies operated in the previous 2 lATA seasons - (Summer'Zn, 

Winter'20-21, Summer'21 excluded) 

17.2.1 VTP for Scheduled Passenger Flights 
I. NEW RO UTES (FOR BLR AIRPORT) -INTERNATIONAL 

Year s Year I Year Z Year3 
Distance >8000 5000 <5000 >8000 5000 <5000 >8000 5000 <5000 

km 8000 km kill km 8000 km km km 8000 km km 

Landing charges for 
International 
nassenaer nights 
Rate per MTOW (for 

O,OO*RR O,OO'RR O,2S'RR OSO*RR
MTOW<=IOO) 
Rate per MTOW (lor 

OOO*RR O,OO*RR O,OO*RR 0.2S*RR O.2S*RR O,SO*RR O,2S*RR O,SO*RR O,70'RR
MTOWo'IOO) 
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2. ADDITIONAL FR EQ lI E;IICYI NE W AIRLI:-IE ON AN EXISTI;IIG LONG-IIArI .llILTRA LONG-HA lIL RO tlTE-
INT ERNATIONAL 

Year 1 
Route s > 5000 km 

Land ing charges for 
Intl nux flizhts 
Rate per MTOW (for 
MTOW>I OO) 

0.50*RR 

3. l lP-GAt: GI :-IG O F FLIGHT TO CO n E E OR F -I:-ITEI~ N ATIONAL 

Year I 
Land ing cha rges for 
lntl pax ni!!hl S 
Rate per MTOW (fo r 
MTOW >100) 

O.50*RR 

*RR means rack rate 

Other general terms and conditions 

I) The proposed VTP is applicable to airlines operating scheduled passenger flights and 
that have signed a formal Airline Operations Agreement (AOA) with BIAL to use the 
services provided at the Airport. 

2)	 No discount over and above the variable tariff plan shall he applicable , 

3)	 An airline should operate a minimum of 16weeks of continuous scheduled operations to 
avail VTP. 

4)	 The payment or landing charges should be done in full without any deductions, as per 
the invoicing hy RIAl.. The discount shall he provided in the form ofa 'C redit Note' at 
the end of a respective lATA season of operations. 

5)	 Airlines once enrolled in the incentive schemes will continue benefiting until the 
expiration of their respective scheme. Airlines already benefiting from a particular 
scheme cannot switch to the new VTP for same operation. For E.g.: If an Airline XY 
commences wide operations on a new International Route in Oct 2025, then the VTP 
applicable as of commencement date shall apply throughout the next 3 years . Any new 
VTP scheme launched subsequently will not apply to them. 

6)	 BIAL reserves the right to change any term or condition of this VTP, withdraw or replace 
any of the category , at any time at its absolute discretion, by way of prior notification 
through a channel as it deems fit. 

7)	 On a new international route, upgauge of aircraft in the first 2 years to Code E or F wi II 
be entitled for the 3rd year of incentives . For E.g. Ifan Airline XY commences operations 
with a narrow body aircraft on a new international route and upgauges the aircraft type 
before the end of 2nd year of operations, the airline will be entitled for the 3rd year of 
incentive as well. 

8)	 The aircraft categorization has been defined as per wingspan (Annex 14 ICAO) 

9)	 The unit of Kilometers refers to air kilometers for calculating the qualifyin g distance as 
per great circle path. 
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17.2.2 VTP for Cargo Flights 

Type 
New Airline and or New Route 

Additional arrival 
airline frequency 

Year I Year 2 Year I 
Landing charges for 
Domestic & 
International Flights 
Rate per MTOW (for 
MTOW<=IOO) 

O*RR 0.25*RR 0.5*RR 

Rate per MTOW (for 
MTOW> 100) 

O*RR 0.25*RR 0.5*RR 

Other applicable points for Cargo flights only 

I) RR refers to the rack rate for each individual year in the main tariff plan 

2)	 The VTP is for freighters and passenger to cargo (P2C) converted flights 

3)	 All benefits under New Airline and New Route shall be applicable only to Scheduled 
Airlines (i.e., they have signed a formal Airline Operations Agreement with BIAL) 

4)	 For purpose of this VTP plan airline frequency means the number of arrival services in 
a week that an airline may provide 

5)	 Scheduled Flights means flights of an airline that provides air transport service between 
the two or more places and operated according to a published timetable or with flights 
so regular or frequent that they constitute a recognisably systematic series, each flight 
being open to use by members of the public for their air cargo transportation needs. 

6)	 New Airline means a new airline operating into Kempegowda International Airport, 
Bengaluru with a freighter aircraft 

7)	 New Route means a route that is currently unserved by a freighter aircraft from 
Kempegowda International Airport, Bengaluru by any airline (unserved by the 
qualifying airline for the previous 6 months) 
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17.3	 Annexure 3 - Summary of study on allocation of assets between aeronautical and 
non-aeronautical assets 

Background 

17.3.1 RAB is the most significant driver for tariff determination as it also has an impact on other 
building blocks i.e., Fair Rate of Return (FROR), operation costs and depreciation. RAB's 
impact on tariff determination process is increasing with significant investments being made to 
expand capacity. Under the shared till approach, segregation of RAB into Aeronautical (' Aero' ) 
and Non-aeronautical ('Non-Aero') assets becomes an important determinant of tariff 
determination. 

17.3.2	 For this purpose, the Regulatory Asset Base is bifurcated between aeronautical and non
aeronautical assets. Bifurcation of regulatory asset base is dependent on many factors such as 
the usage of the assets, location of the asset, type of revenues generated from the asset, etc. Due 
to multiplicity of factors, a detailed analysis of assets in the books of account of BIAL IS 

required to be undertaken to determine the aeronautical Regulatory Asset Base. 

17.3.3	 The Authority had commissioned a study regarding allocation of assets between aeronautical 
and non - aeronautical for the Second Control Period. 

Classification of Assets 

17.3.4	 The study based on their analysis, classified the aggregate assets of I31AL under the following 
categories: 

a.	 Aeronautical: Assets which are required for performance of the aeronautical services at 
the airport. Aeronautical services are as defined under the AERA Act. These assets include 
runways, taxiways, aprons, ARFF related assets, BHS, ground handling, cargo terminals, 
approach roads, airside lighting, viP/ reserved lounges, etc. 

b.	 Non-aeronautical: Assets which are required for performance of the non-aeronautical 
services at the airport. These assets include car parking, lounges, advertisement, retail 
plaza, commercial real estate development, etc. 

c.	 Common: Assets which are not directly attributable to either aeronautical or non
aeronautical services. These assets include the terminal building, air conditioning, 
furniture, administrative office of airport company, etc. 

Principle for segregation of assets 

17.3.5	 The study reviewed the various asset categories and developed a basis for classification of 
assets into aeronautical and non - aeronautical activities . The study also determined the 
appropriate proportion of the Common Assets that may be included as part of Aeronautical 
activity so in order to determine the Aeronautical asset base. The principles of segregation used 
by the study are as follows: 

Aeronautical Assets 

•	 Assets required for the performance of the aeronautical services at the airport. 

•	 Classification of aeronautical assets are taken as defined in the AERA Act. 

•	 Assets necessary to maintain the service quality of the airport are proposed to be considered 
as aeronautical except those located in the commercial real estate development. 

Non - Aeronautical Assets 
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•	 Assets required for the performance of the non - aeronautical activities at the airport. 
Examples include car parking, advertisement, retail etc. 

Common Assets 

•	 Common assets are assets which are not directly attributable to either aeronautical or non
aeronautical services. These assets include the terminal building, air conditioning, 
furniture, administrative office of airport company, etc. 

•	 Common assets are bifurcated by BIAL between aeronautical and non-aeronautical assets 
based on the ratio of aeronautical and non-aeronautical area ofthe terminal building. AERA 
has adopted the approach to allocate the assets based upon terminal area ratio or gross fixed 
asset ratio. The study proposes to adopt the approach for bifurcation of common assets 
based on the terminal area ratio. The ratio of aero to non-aero terminal area is taken as 
average terminal area ratio of 85.73% in the Second Control Period. 

Details of adjustment to RAil 

A. Reclassification from aeronautical assets to common assets 

Electrical and powerhouse equipment 

a.	 Allocation as per BIAL: Aeronautical 
b.	 Observation: Power supply infrastructure at an airport provides power to air side, roads, 

terminal building and forecourts. These equipment include the DG sets, UPS, substations, 
power distribution board, low tension switchboards , high tension cables, etc. Since, these 
assets serve both the aeronautical assets as well as the common assets, bifurcation based on 
the usage is required. 

c.	 Revised asset allocation: Accordingly, the assets serving the terminal building, forecourts, 
airport and not identifiable are proposed to be classified as common assets. 

d.	 Impact on RAB for Second Control Period: Reduction of INR 4.69 cr. 

RIAL - App (mobile application) (Thoughtworks project) under Software & program licenses 

a.	 Allocation as per BIAL: Aeronautical 
b.	 Observation : On the query regarding the BIAL - App, BIAL responded that "This is a 

Customer Oriented Platform-APP exclusively for the Passenger Experience Enhancement 
- It enable Intimation & Notification of Flight, Boarding information, Wi-Fi connectivity, 
feedback of airport services etc." It is noted from the mobile application that in addition to 

providing the flight information, the application also provides the details of the retail, F&B 
outlets, car parking, etc. Thus, the application provides information of both aeronautical 
and non-aeronautical services at the airport. Further, BIAL has classified its BIAL Public 
Portal- www.bengaluruairport.com as a common asset. BIAL App (mobile application) is 
also assumed to be a similar asset to BIAL public portal, 

c.	 Revised asset allocation: Accordingly, the costs associated with Thoughtworks project for 
development of mobile app are proposed to be classified from aeronautical to common 
assets. 

d.	 Impact on RAB for Second Control Period: Reduction of INR 0.59 cr. 

Water harvesting assets 

a.	 Allocation as per BIAL: Aeronautical 
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b.	 Observation : BIAL has developed water harvesting ponds/ rain sumps to store rain water 
for use at the airport. It is noted that these rain water sumps serve both aeronautical and 
non-aeronautical assets. 

c.	 Revised asset allocation: Accordingly , the costs associated with water harvesting ponds/ 
rain sumps are classified as common assets. 

d.	 Impact on RAB for Second Control Period: Reduction of INR 13.29 cr. 

B. Reclassification from aeronautical assets to non-aeronautical assets 

Buildings - Landscaping in the commercial real estate development area 

a.	 Allocation as per BIAL: Aeronautical 
b.	 Observation: Landscaping is undertaken by the airport to provide enhanced passenger 

experience while also meeting the environment sustainability goals of the airport. However, 
it was noted that landscaping undertaken around the airport hotel has also been considered 
as aeronautical by BIAL. 

c.	 Revised asset allocation : Since, the assets forming part of the commercial real estate 
development are considered as non-aeronautical assets, the capital expenditure for 
landscaping in and around the commercial real estate development is also considered as 
non-aeronautical. 

d.	 Impact on gross block: Due to change in asset allocation methodology, the reduction in 
gross block of Buildings - Landscaping in FY20 is INR 0.14 cr. 

e.	 Impact on RAB for Second Control Period: Reduction of INR 0.14 cr. 

Car park and advertising related assets under Airport Equipment - Operations related 

a.	 Allocation as per BIAL: Aeronautical 
b.	 Observation: Car park and advertising related assets are non-aeronautical assets as per past 

orders of AERA. However, these assets have been considered as aeronautical by BIAL. 
c.	 Revised asset allocation: Accordingly, the costs associated with car park and advertising 

related assets are classified as non-aeronautical assets. 
d.	 Impact on RAB for Second Control Period: Reduction of INR 0.17 cr. 

C. Adjustments to proposed asset additions of FY21 

Exclusion of enabling works for eastern connectivity tunnel 

a.	 Allocation as per BIAL: Aeronautical 
b.	 Observation: AERA in its Second Control Period for BIAL had excluded the enabling 

works for eastern connectivity tunnel. Accordingly, these are excluded from the FY21 asset 
additions. 

c.	 Revised asset allocation: Excluded from the FY21 asset addition. 
d.	 Impact on RAB for Second Control Period: Reduction of INR 86.55 cr. 

Express cargo 

a.	 Allocation as per BIAL: Non-Aeronautical 
b.	 Observation : AERA Act, 2008 considers the cargo, ground handling and fuel services as 

aeronautical services. Accordingly, the express cargo capital expenditure is considered as 
aeronautical. 

c.	 Revised asset allocation: Considered as aeronautical 
d.	 Impact on RAB for Second Control Period: Increase of INR 88.49 cr. 
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Revised asset allocation ratio from gross block ratio to terminal area ratio for common assets 

a. Allocation as per BIAL: Common 

b. Observation: Gross block ratio is a composite ratio and a weighted average of aero, 
common and non-aero assets. Hence, the gross block ratio should be applied on entire capex 

addition irrespective of it being aero, common or non-aero instead of BIAL's approach of 
applying it selectively on common assets. Common assets have been segregated in the asset 
register based on the average terminal area ratio and therefore, the same ratio (85.73%) is 
applied on the common assets. Based on the above , bifurcation ratio for FY21 capex of 

airport offices , ITI project and sustaining capex is revised from 91% to terminal area ratio 
of85.73%. 

c. Revised asset allocation: Revised bifurcation ratio from 91% to 85.73%. 
d. Impact on RAB for Second Control Period: Reduction of INR 15.34 cr. 

Adjustment to RAB during Second Control Period 

17.3.6	 The summary ofadjustments to the aggregate assets of BIAL during the Second Control Period 
is given in the table below: 

Table 183: Revised aeronautical asset addition from FY 17 to FY20 based on the asset allocation 

study 

Particulars (In INR Cr.) FY 2017 FY 2018 FY 2019 FY 2020 Total 

(A) Total investments in fixed 
assets during FY17 to FY20 (as 226.31 170.30 161.00 2042.42 2,600.03 
per FAR of BIAL) 
(B) Aero asset addition to RAB as 
per BIAL 

213.92 135.99 132.02 2,007.23 2,489.16 

(C) Proposed adjustment to RAB 
ofB IAL due 10 change in 
segregation logic. for reasons 
below: 

(C. I) Reclassification from 
aeronautical to common 

Electrical and PowerHouse 
Equipment 

-3.1 9 -0.60 -0.70 -0.20 -4.69 

BlAL App (mobile 
application) 

-0.27 -0.32 0.00 0.00 -0.59 

Water harvesting assets -0.08 0.00 -0.01 -1 3.20 -13.29 

(C.2) Reclassifi cation from 
aeronautical to non-
aeronautical 

Landscape in real estate area -0.14 0.00 0.00 0.00 -0.14 

Car park related asset -0.17 0.00 0.00 0.00 -0.17 

(D) Total proposed adjustments 
due to changes in segregation -3.84 -0.92 -0.71 -13.40 -18.87 
logic to RAB (D =C.I + C.2) 

(E) Adjustment to RAB due to 
change in terminal area ratio' 

-9.23' -0.14 + 15.63" 0.15 +6.45 

(F) Total impact due to proposed 
changes (F = D + E) 

-13.06 -1.06 15.00 -13.25 -12.38 
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Particulars (In INR Cr.) FY 2017 FY 2018 FY 2019 FY 2020 Total 

(G) Adjusted aero additions to 

RAB during Second Control 

Period as per this study (G = B + 

F) 

200.86 134.93 147.02 1993.98 2,476.78 

Table 184: Revised aeronautical asset addition for FY21 

S no Projects Revised Allocation Aero Revised Revised Difference 

submission allocation as as per BIAL addition Aero 

ofBIAL to FY21 as per the study addition 

total per BIAL to FY21 as 

additions per the 

study 

I Site preparation 
21.98 100.00% 21.98 100.00% 21.98 0.00 

& Earthworks
 

2
 Aircraft Rescue 
8.86 100.00% 8.86 100.00% 8.86 Cl.OO 

& Fire Fightin g
 

3
 Airport Offices 
f}1.00%3.89 85.73%3.54 3.33 0.20 

Phase I
 

4
 Existing
 

Runways !
 

Taxiway
 193.94 100.00% 193.94 100.00% 193.94 0.00 

Improvements 

Phase 1b 

5 Eastern Tunnel 
0.00% 0.0086.55 100.00% 86.55 86.55 

Enabling works
 

6
 88.49 -88.49 

7 

Express Cargo 88.49 0.00% 0.00 100.00% 

rTI Project 91.00 % 74.24 4.56
 

8
 

86.60 78.81 85.73% 

J71.97Sustaining capex 200.59 91.00% 182.54 85.73% 10.57 

Total 690.90 576.21 562.81 13.40 

17.3.7 Based on the above. the total reduction in the aeronautical asset addition on account of these 

adjustments for the Second Control Period (from FY 17 to FY21) is INR 25.78 cr. as given in 

the table below: 

Table 185: Revised aeronautical asset addition from FYI7 to FY21 based on the asset allocation 

study 

Particulars (In INR Cr.) FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total 

Aero asset addition to RAB as 

per BIAL (A) 
213.92 135.99 132.02 2.007 .23 576.21 3,065.37 

Less: Impact due to proposed 

changes (B) 
-13.06" -1.06 15.00" -13.25 -13.40 -25.78 

Adjusted aero additions to 

RAB during Second Control 

Period as per this study (C = 

A+ B) 

200.86 134.93 147.02 1993.98 562.81 3,039.60 

17.3.8 Based on the above, the year-wise revision in the asset allocation ratio of the Gross Block and 

the asset additions from FY 17 to FY21 has been summarized in the table below: 
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Particulars" FYI7 FYI8 FYI9 FY20 FY21 H Total 

Opening total gross block as 
per FAR of13IAI. (I\) 

3714.01 3940.32 4110 .62 4271.62 6314 .03 22.350 .59 

Net additions after adj ustment 
tor disposals (13) 

226 .31 170.30 161.00 2042.42 690 .90 3.290 .93 

Closing gross block as per 

FAR of BIAL (C =A + B) 
3940.32 4110.62 4271.62 6314.03 7004.93 25.641.51 

Aero Gross Block as submitted by BIAL 

Opening aero gross block (D) 3.363.00 3,576.92 3.712.9\ 3.844.93 5.852.17 20.349 .94 

Net aero additions after 

adjustment tor disposals (E) 
213.92 135.99 132.02 2.007.23 576 .21 3.065.37 

Clo sing aero gross block (F 
= D+ E) 

3,576.92 3.712 .91 3,844 .93 5,852 .17 6,428.38 23,415.31 

Opening non-aero gross block 
(H = A-D) 

351.00 363.39 397.70 426.68 461 .87 2.000 .65 

-
Net non-aero additions after 
adjustment tor disposals (I = 12.39 34.31 28.98 35.18 114.69 225.55 

B - E) 

Closing non-aero gross 
block (J = H + I) 

363.39 397.70 426 .68 461.87 576.56 2,226.20 

Total Gross Block (C=F+J) 3940.32 4110.62 4271.62 6314.03 7004 .93 25,641.51 

Aero gross block ratio (G) 90.78% 90.32% 90.01% 92.69% 91.77% 91.32% 

Reclassification of assets as per this study I 
Opening aero gross block' 
(K ) 

3.317.35 ' 3.5 18.2 1 3.653.14 3,800.16 5.794 .13 20.082.99 

Net aero additions alter 
adjustment tor disposals (L) 

200.86 134.93 147.02 1.993.98 562.81 3.039.60 

C losing aero gross block (M 
=K+L) 

3,518.21 3,653.14 3,800.16 5.794.13 6,356.95 23,122.59 

Opening non-aero gross block 
(0 - C - K) 

396.66 422.11 457.48 471.46 519 .90 2.267.60 

Net non-aero additions after 

adiustment tor disposals (P = 25.46 35.37 13.98 48.44 128.09 251.33 

B - L) 

Clo sing non-aero gross 

block (Q = 0 + P) 
422.11 457.48 471.46 519.90 647.98 2.518.93 
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Particulars* FYI7 FYI8 FYI9 FY20 FY21 ~ Total

Total Gross Block (C=
3940.32 4110.62 4271.62 6314.03 7004.93 25,641.51

M+Q)

Aero gross block ratio
89.29% 88.87% 88.96% 91.77% 90.75% 90.18%

(N=M/C)

Net impact on the aero
-13.06 -1.06 15.00 -13.25 -13.40 -25.78

additions (R = L - E)

Net impact on aero ratio (5
-1.49% -1.45% -1.05% -0.92% -1.02% -1.14%

= N -G)

17..1.9 As seen from the above table, the total reduction due to the above adjustments in the
aeronautical asset addition from FY 17 to FY21 as 011 31 March 2021 is INR 25.78 cr. (includes
adjustment for revision of terminal area ratio).

401 I r a g e



Order No. 11/ 2021-22/or the Third Control Period KIA. Bengaluru

17.4 Annexure 4 - Summary of study on efficient Operation and Maintenance costs

Background

17 A.I Establishing efficient operation and maintenance costs and their reasonableness is essential to
the effective execution of tariff determination exercise for aeronautical services. This
expenditure has consistently been increasing, driven by investments in expanding, modernizing
and improving the efficiency and excellence of the airport by SIAL.

17A.2 Assessment of Operation and Maintenance cost requires AERA to examine the financial
information submitted by the airport operator, and also examine the baseline operating cost
levels, cost reduction, efficiency initiatives and benchmarking exercises undertaken by the
airport operator etc.

17A.3 The Authority had commissioned a study to determine aeronautical Operations &. Maintenance
costs for the Second Control Period.

Principles for segregation of costs

17AA The operations and maintenance costs have been bifurcated into aeronautical, non-aeronautical
and common costs based on the provisions of the AERA Act, 2008.

17 A.5 The bifurcation of the personnel cost, operation and maintenance cost, general administration
cost, marketing and advertising cost (except collection charges which are considered as
aeronautical expense) is undertaken as per below:

a) These major expenses are sub-divided into sub-cost centres.

b) Each sub-cost centre is categorized into aeronautical, non-aeronautical and common and the
expenses within that sub-cost centre are also categorized accordingly.

c) These common costs except for marketing and advertisement expenses have been further
bifurcated into aeronautical and non-aeronautical costs based on the expense allocation ratio
(based on directly attributable expenses within the major cost head).

d) Marketing and advertisement expenses are bifurcated based on 85:15 ratio which is the average
for previous years.

e) Sub-cost centres whose allocation is changed from aeronautical to common include quality
management, corporate affairs, terminal operations, ops, planning and project co-ordination,
innovation lab, landside maintenance - special equipment, utility - water supply, utility - power
supply, corporate communication, chief operations officer, customer engagement and service
quality and president - airport operations.

17A.6 The bifurcation of the remaining expenses is undertaken as per below:

a) Concession fee - Since the tariff computation for SIAL is undertaken on hybrid till, the
aeronautical concession fee for SIAL is computed as 4% of the aeronautical revenues. The
study has considered the CGF revenues as part of the aeronautical revenues for computing the
aeronautical concession fee as per the AERA Act, 2008, AERA guidelines, the concession
agreement of SIAL and Hon'ble TDSAT judgement dated 161h December 2020.

b) CSR expenses - Computed based on the aeronautical profit before tax for SIAL.

c)
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d) Land lease rent and rates and taxes - Land usage by SIAL has been primarily for airport with
very low utilization under real estate development till FY 2020 and it is forecasted to remain
the same in FY 2021. Accordingly, the lease rent and rates and taxes are considered as
aeronautical.

e) Utility cost - The utility cost has been adjusted for the utility recoveries from aeronautical
concessionaires as per AERA's Second Control Period order for BIAL. The net amount has

been considered as aeronautical expenses.

f) Insurance cost - These expenses are bifurcated based on the revised asset ratio.

Details of adjustment to O&M expenses

17.4.7 The study on the basis of the expense classification and principles of segregation adopted, as

can be seen in the above paragraphs, has considered re-segregation of Operation and
Maintenance expenses to determine aeronautical O&M costs. The study has proposed the
following adjustments:

Table 186: Revised segregation logic for O&M costs as per the study for Second Control Period

Operational expenditure" I'Y 2UI7 FY 2UIM FY 2UI9 FY 2U2U FY2021

Personnel Expenses 90.44% 91.05% 89.71% 88.94% 88.94%

Operations & Maintenance 83.62% 84.78% 82.66% 84.49% 89.64%

Lease Rent 100.00% 100.00% 100.00% 100.00% 100.00%

Utility (Net) 100.00% 100.00% 100.00% 100.00% 100.00%

Insurance 89.29% 88.87% 88.96% 91.98% 90.93%

Rates & Taxes(other than IT) 100.00% 100.00% 100.00% 100.00% 100.00%

Collection cost 100.00% 100.00% 100.00% 100.00% 100.00%

Marketing and Advertising 89.82% 83.60% 85.17% 84.80% 84.80%

TotalGeneral Administration Costs 95.10% 91.27% 63.34% 59.03% 90.00%

Total operational expenditure-
87.14% 87.14% 79.83% 79.62% 87.79%

Study

Total operational expenditure-
89.30% 89.04% 87.51% 87.46% 90.79%

RIAL

Aeronautical O&M costs for the Second Control Period

17.4.8 Based on the above, the aeronautical operating and maintenance cost for SIAL for the Second
Control Period is given below:

Table 187: Aeronautical operation and maintenance cost for RIAL for the Second Control
Period

Operating expenses
FY 2017 FY 2018 FY 2019 FY 2020 FY2021 Total

adjustments"

Personnel expenses 107.37 110.43 137.41 174.29 187.78 717.27

O&M 83.03 98.97 96.93 117.09 120.09 516.11

;t<?' """,,S
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Operating expenses
FY 2017 FY 2018 FY 2019 FY 2020 FY2021 Total

adjustments*

Lease Rent 13.01 13.42 13.83 14.24 14.67 69. 17

Utility 36.45 41.92 34.86 34.22 23.41 170.86

Insurance 1.57 2.22 1.94 3.25 5.64 14.62

Rates & taxes (other than IT) 8.72 6.55 9.36 8.90 8.29 41. 82

Marketing & Advert ising 7.90 9.02 12.93 10.77 6.07 46.68

CSR 2. 14 4.2 2 6.98 6.85 5.21 25.41

Genera l admin cos ts 23.40 27.34 17.28 19.90 24.09 112.02

Total operating expenses -
283 .59 314.08 331.52 389.51 395.26 1713.96

Aero

Waiver and bad debts 0.00 0.00 0.00 0.00 0.00 0.00

Concess ion fee 39.63 44.62 38.11 32.85 13.21 168.42

Total operating expenditure
323.22 358.70 369.63 422.36 408.47 1882.38

- Aero as per the study

Total Operating expenditure
332.05 367.33 406.02 463.89 464.20 2,033.48

- Aero as per BIAL

t7.4.9 The airport ope rator, that is, BIAL had proposed a total operational expenditure of INK

2,290 .07 cr., the aeronautical operational expenditure as INR 2,033.48 cr. and the non

aeronautica l operational expenditure as INR 256.59 cr. for the Second Control Period.

17.4.\ 0 Based on the stud y, the total operational expenditure is INR 2,241.31 cr. (based on audited

financial statements) and the proposed aeronautica l operational expenditure is INR 1,882.38 cr.

for the Second Contro l Period . Thus, resulting in a reduction of INR 151.10 cr. in the

aeronautic al operational expenditure for the Second Control Period. The opex allocation ratio

for the Second Contro l Period as submitted by BIAL is 88.80% while that considered in the

study is 83.99%.
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17.5 Annexure 5 - Summary of independent study on determination of cost of equity

Background

17.5.1 The airport infrastructure sector has been undergoing a phased change during the past 15years.
The first Public Private Partnership (PPP) model of airport operations was implemented in
Delhi, Murnbai, Bangalore and Hyderabad airports starting in 2004.

17.5.2 While Delhi and Mumbai were brownfield projects, I3angalore and Hyderabad were greenfield
in nature. As with any infrastructure project, these projects involved high Capital Expenditure
(CAPEX) and Operational Expenditure (OPEX) mobilization. To ensure viability of airport
investment, it is standard practice to provide a reasonable return to investors by charging airport
users an appropriate tariff.

17.5.3 The Airports Economic Regulatory Authority (AERA) was established in 2008 for fixing aero
tariffs and User Development Fee (UOF) at different airports. AERA uses the Capital Asset
Pricing Model (CAPM) to determine the Cost of Equity (CoE) and hence the FRoR. The study
computes the cost of equity and further the FRoR for Bangalore International Airport Ltd.
(RIAL).

Scope of Engagement

17.5.4 The scope of the engagement as stipulated under original terms of reference from the Authority
is given below:

• Study of relevant environment, trends in airport capitalization

• Study airport-specific determinants of Cost ofCapital with specific focus on Cost of Equity

• Recommendations on Cost of Equity

• Follow-on activities

17.5.5 The objective of the independent study is to provide recommendations on cost of equity
including:

• Cost of Equity - Risk-free return, risk premium and beta levels

• Feasibility of adopting a normative approach with regards to the optimum capital structure
and debt-equity gearing

• Alternative models for determination of cost of equity

Determination of Cost of Equity

17.5.6 The independent study compared the regulatory authorities of 12 countries and over 25 airports
to understand the regulatory framework across the world, and assigned weights to the 25
international airports in 12 countries to estimate their comparability to BIAL based on the
following parameters:

a) Revenue Till Structure:

• ,- Single Till or where information is not available

• 2- Dual Till

• 3- Hybrid Till

b) Ownership Structure:
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• 1- 100% Government owned/funded

• 2- Government/private owned/funded, not being Public Private Partnership

• 3- Public Private Partnership funded

c) Operations Scale:

• For each comparable international airport, the independent study computed the ratios of
passenger, cargo and aircraft movement of these airports to that of BIAL in each of the
years from 2015 to 20 17. Later, an equal weighted sum for these airports is computed using
average of the ratios under each category (Passenger, cargo and air traffic movements) as
per the following equation:

i =2017 1 (1) (1)
ons; = I (3)t: Rp i + 3+: Rei + 3 0+: RAI

i =20 15

where

• OpSk = Operations scale for comparable airport k

• i = Year 20 15, 2016 and 2017

• Rs, = Ratio of passengers of the comparable airport to that of Bangalore airport

• P, = No. of passengers for the comparable international airport in year i

• PB= No. of passengers for BIAL in year i

• RA , = Ratio of aircraft movements of the comparable airport to that of Bangalore airport

• A, = No. of aircraft movements for a comparable international airport in year i

• As = No. of aircraft movements for BIAL in year i

• ReI = Ratio of cargo of the comparable airport to that of Bangalore airport

• C, = Total cargo movement in metric tonne for a comparable international airport in year i

• CB = Total cargo movement in metric tonne for BIAL in year i

17.5.7 Finally, the proximity score for comparable airport, k, with respect to Bangalore airport is
denoted by PSk.B which is the net Euclidean Distance from each of the parameters W.r.t. SIAL
given by the following equation:

PSk.B = .) (RT B - RTk )2 + (OSB - OSk)2 + (OPSB - OpSk)2

where

• RTB= Revenue Till Score of SIAL

• RTk = Revenue Till Score of comparable airport, k

• OSB = Ownership structure Score of BIAL

• OSk = Ownership structure Score of comparable airport, k

• 0PSB = Equal Weighted Operations Scale of SIAL
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• OpSk = Equal Weighted Operations Scale of comparable airport, k

17.5.8 Based on the above, the airports shortlisted for comparative study with BIAL were Sydney,
Auckland, MAHB, AoT, Gatwick, Dublin and Changi. The proximity score with BIAL for
these airports is given in the table below:

Table 188: Proximity score ofshortlisted airports with RIAL

Airport Revenue Till
Ownership

Operations
Proximity

Structure Scores

Bangalore (BIAL) 0.00 0.00 0.00 0.0000

Sydney 1.00 1.00 -2.32 2.7171

Auckland 1.00 1.00 0.62 1.5449

MAI-IB 2.00 1.00 -9.87 10.1161

AoT 1.00 1.00 -11.83 11.9111

Gatwlck 2.00 1.00 -0.94 2.2364

Dublin 2.00 2.00 0.17 2.8333

Changi 0.00 2.00 -8.34 8.5737

17.5.9 The independent study then studied the returns of the airport over the period from 2013 to 20 17

and computed the Internal Rate of Return (lRR) for all the airports,

Methodology to compute cost of equity and Fair Rate of Return

17.5.10 The independent study regressed the monthly growth rate in passenger volumes for BIAL on
the monthly returns for the Indian stock market.

17.5.1 I The passenger growth rate can be viewed as a proxy for the demand driver for BIAL. The stock
market return captures the tluctuations in macroeconomic conditions.

17.5. [2 The stock returns signify external.economic conditions. The independent study analyzed the
impact on demand if the external conditions change significantly and found very low regression
coefficients (-0 .3) thereby establishing that demand for BIAL is relatively inelastic and highly
constrained by supply under normal circumstances .

17.5.13 The independent study has used CAPM to determine the Cost of Equity, stating that though it
is a theoretical model based on assumptions that do not hold true in the real world, its simple
and intuitive appeal have made it the model most used by airport regulators to determine Cost
of Equity.

17.5.14 There are three components required for computing the cost of equity using CAPM - risk-free
rate (Rf), equity beta and equity risk premium (ERP). Rfand ERP are macro-economic in nature
and can be derived from using time series analysis with Rfbeing considered from public sources
and estimates for ERP available from an independent study by Anshuman, Biswas, Jain and
Sharma, 2019. Equity beta for an unlisted company like BJAL is more challenging and the
methodology used by the independent study is described below:

• Un-lever the betas of the comparable airports.

• Estimate asset betas for BIAL with proximity distance scores as inputs.
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• Re-lever asset betas to get equity betas for B[AL with target gearing ratios as inputs.

• Evaluate cost of equity with Rfand ERP as inputs.

• Estimate Fair Rate of Return with cost of equity and cost of debt as inputs.

Phase I: Unlevering of beta for com parable airports

17.5 ,15 The Independent Study considered 6 airports from the comparable set of airports as Changi
airport did not have an estimate of asset beta in the public domain. Of these airports, Sydney,
Auckland, AoT and MAI-IB are listedairports for which the independent study evaluated equity
betas based on market data. The equity betas of these airports are then un-levered to determine
the corresponding asset beta of the listed airports, Dublin and Gatwick airports are unlisted but
have the estimates for asset betas from their respective regulators. The asset betas for the
comparable set of airports can be seen in the table below:

Table 189: Asset betas for comparable airports

Airport Asset Beta

Sydney 0.'1000

Auckland Q.6000

MA[m 0.7693

AoT 0.8582

Gatwick 0.5600

Dublin 0.5500

Phase 2: Estimation of asset beta for BIAL based on proximity score of the comparable airports

17.5.16 Based on the Table above and considering the proximity scores as determined by the
independent study, the proximity score weighted average unlevered asset beta for B[AL has
been arrived at as 0.5646.

Phase 3: Re-Ievering of Beta for BIAL using target value of D: E ratio

17.5.17 The independent study recommends using a lower target gearing ratio than the gearing ratio
suggested by actual DIE values of B[AL as WACC should reflect a long-term steady gearing
ratio rather than the current gearing ratio. WACC should also be determined using market value
of DIE ratios as equity tends to increase over time, thereby resulting in lower market DIE ratios
than book DIE ratios. The independent study considers this factor to be a significant reason for
airports using lower target gearing ratios.

17.5.18 The independent study, to estimate market value of DIE (MDE) ratio for BIAL, has examined
the relation between MDE and BDE (Book debt to equity ratio) of infrastructure firms in India.
Based on the established empirical relationship between MDE and BDE, the conversion
multiplier to determine MDE from BDE has been estimated as 0.459. The independent study
then assumed BDE of2:1, which gave an MDE of 0.918 for a typical infrastructure firm in
India. [t translated in a target gearing ratio of 47.86% which is reasonably close to the average
gearing ratio of the set of comparable international airports.

17.5.19 Thus, the independent study consider an average gearing ratio (D/D+E) of 48% for BIAL to
estimate their Cost of Equity and Fair Rate of Return.---,,/~{\-·i. 'jj ~~
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17.5.20 Based on this target gearing ratio, the asset beta of BIAL has been re-Ievered to calculate equity
beta whose value is arrived at 0.9296.

Phase 4: Estimation of cost of equity with Rr and ERP as inputs

17.5.21 ERP is an essential input in the implementation of the Capital Asset Pricing Model. It captures
the additional return demanded by investors for holding equity shares in contrast to holding
risk-free deposits. It retlects the investing population's compensation for taking up equity risk.

17.5.22 To arrive at the cost of equity, Equity Risk Premium (ERP) is derived as the simple average of
the three independent study estimates (historical average of ERP over 2000 - 2018 period,
based on CDS and bond ratings, forward looking estimate as suggested by Grant Thornton) i.e.
8.06% as this simple average technique helps eliminate the effect of biases implicit in each of
the three independent studies.

17.5.23 After computing all the components required, the cost of equity using CAPM has been
determined and the variables used to estimate the cost of equity and fair rate of return are
summarized in the table below:

Table 190: Calculation of cost of equity

Variahll'~ Gearmg based on Target gearing ratio

Asset Beta 0.564689

Gearing ratio (DIE) 0.9231

Weighted Gearing ratio (D/D+E) 48%

Equity Beta 0.9296

Risk free rate 7.56%

Equity risk premium 8.06%

Cost of Equity 15.05%

Phase 5: Estimation of Fair Rate of Return / WACC with cost of equity and cost of debt as inputs

17.5.24 To arrive at the fair rate of return, the independent study has computed an estimate of cost of
debt.

17.5.25 To estimate the Cost of Debt of comparable debt instruments in India, the study considered a
total of 17,665 debt instruments (Debt Instruments, Commercial Papers and Certificate of
Deposit) as per NSDL. Of these, 709 are rated 'AA Negative' as per CARE, CRISIL, ICRA,
Brick Work Ratings, India Ratings & Research, SME Ratings and Acuite Ratings. BIAL is
rated "AA Negative" by CRISIL, as of 17 Jun 2020. The number of debt instruments issued,
from 0 I/O 1/2018 till 31/12/2020 of the said rating is 264. Of these, II were by infrastructure
companies.

17.5.26 Based on the above, the illustrative cost of debt arrived at was 10.05%. Using the above, the
Fair Rate of Return (FRoR) is computed as 12.65% for BIAL for illustrative purposes.

17.5.27 Thus, the independent study has computed the cost of equity at 15.05% using Capital Asset
Pricing Model at a notional D:E ratio of 48:52 and using as benchmark, a comparable set of
airports with more than 50% private ownership.
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17.6 Annexure 6 - Details of the design, PMC, pre-operative expenses and IDC for the
projects proposed to be capitalized in second control period

Table 191: Details of the design, PMC, pre-operative expenses and IDC for the projects
proposed to be capitalized in second control period

Projects Capitalized
IDC and

S no. Design PMC Pre-ups Sub-total front end Total
(lNR cr.) assets in SCP

fee

B C D
E=

F G=E+FA
A+B+C+D

New south

I
airfield

1.781.7 24.9 25.9 76.5 1,909.0 107.1 2,016.0
development

works

Forecourts,

;1
roadways and

97.9 2.0 0.2 4.9 104.9 9.4 114.3
lands ide

development

3 Utilities 48.7 0.1 0.0 2.6 51.4 0.7 52.1

Existing

4
Runway.

177.0 13 .1 0.0 9.6 199.7 6.1 205.8
Taxiway

improvements

Total 2,105.3 40.1 26.0 93.6 2,264.9 123.2 2,388.1
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17.7 Annexure 7 - Details of sustaining capex proposed by BIAL in Third Control Period

I. Fresh sustaining capex proposed by SIAL in the Third Control Period

Table 192: Fresh sustaining capex proposed by BIAL in the Third Control Period

S no

2

3

4

5

6

7

8

9

10

II

12

13

14

15

16

Item description

(Amount in INR

cr.)

PTB Replacement
of Granite Cladding

Fasteners
Drainage System

Upgradation
Sanitary lines and
water lines valve
replacement and

standby water line
for T IA and water
meters installation

Replacement of
Civil furnitureof

LSB
Major works of
Road. Parking &
Overhauling of

Porta cabins
Repairing of

Bridges, Underpass

Replacementor
wornout restroom

fixture. false
flooring. False

ceiling
Granite Flooring &

Cladding T2
Road Markings &

SignagesT2
Replacementof

Furnitures and Civil
Fixtures '1'2

Tools

Tools

Access Equipment 
TI

Access Equipment 
T2

Cable

Cable

Phase

Existing

Existing

Existing

Existing

Existing

Existing

Existing

T2 Phase
I

T2 Phase
1

T2 Phase
I

Existing

T2 Phase
I

Existing

T2 Phase
I

Existing

T2 Phase
I

2022

0.2

0.2

0.3

0.0

3.9

0.2

2023

0.2

0.4

0.3

0.6

0.3

0.0

0.3

0.2

2024

0.2

0.3

0.2

0.5

0.8

0.0

0.2

1.2

0.2

2025

0.2

0.3

0.2

0.4

1.0

0.5

0.2

0.0

0.1

0.6

0.2

2026

0.3

0.4

0.3

0.4

0.5

1.0

0.1

0.3

0.0

2.6
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S no

17

18

19

20

21

22

23

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

Item description

(Amount in INR

cr.)

Panel
upgradations/modin

cations
Switch sockets

replacements due to
non availability of
earlier fixed types
UPS replacement 

T I

DCPS - '1'1

Indoor lighting

Indoor lighting

Sliding Doors - '1'1

Doom Barriers

Lower KVA UPS

Monitoring &
Automations
MAR & SAR

Iightings

High Mast UPS

VHT-TI

VI·IT-'!' I A

Bl-IS-Ti

BHS-TIA

HVAC Tl Central
& Standalone AC

System
HVAC TIA Central
& Standalone AC

System

FFS-T I

FFS-T IA

PBB-TI

PBB-TlA

HVAC (Ph-I)

FFS-T2 PHASE-I

Phase

Existing

Existing

Existing

Existing

Existing

T2 Phase
I

Existing

Existing

Existing

Existing

Existing

Existing

Existing

Existing

Existing

Existing

Existing

Existing

Existing

Existing

Existing

Existing

T2 Phase
. 1

T2 Phase
1

2022

0.2

0.4

0.2

0.1

0.1

5.8

5.6

3.3

2.2

2023

0.1

0.1

0.2

6.0

0.5

5.8

3.5

2024

0.2

0.2

0.1

5.7

0.7

3.6

0.5

5.4

2025

0.6

0.4

0.6

0.2

0.2

0.6

0.5

0.6

1.7

0.2

0.6

5.6

0.6

2026

0.1

0.2

0.6

0.1

0.6

0.1

0.4

0.2

6.2

0.8

1.8

0.2

0.5

5.8

0.6

0.4

41

42

Toilet
Accessories/Dispens Existing

ers - T I

Waste Bins I
transportation Existing
Trolleys - Tl

0.1

0.1 0.2

0.1

0.2

0.1
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Item description
S no (Amount in INR Phase 2022 2023 2024 2025 2026

cr.)

Cleaning
43 Equipement (not Existing 0.2 - 0.1 - 0.1

machinery) - '1' 1

44
Other Equipments -

Existing 0.2 - - - -
'1'1

45
Other Equipments - T2 Phase

0.5 0.1- - -
T2 I

Cleaning
T2 Phase

46 Equipement (not 0.2 - 0.2 - 0.3
machinery) - T2

I

Waste Bins I
T2 Phase

47 transportation - - 0.4 - 0.1
Trolleys· T2

I

Toilet
T2 Phase

48 Accessories/Dispens - 0.3 - 0.1 -
crs - '1'2

I

49
Part Replacement 0 r T2 Phuse

1.2- - - -
Carpet - T I I

50
Facade Anchoring-

Existing 0.2 0.5
'1' 1

- - -

FAS (Alpha-J,
51 Airside Building. Existing 2.0 - - - -

VVIP Bldg)

52 SIEMENS FAS Existing 2.2 3.5 3.0 - -
Technology Refresh

53 (FAS Server & Existing - 0.2 - - -
Clients)

54
VDOS Server &

Existing 0.2
Clients

- - - -

55
VDOS Units &

Existing 0.4 0.8 0.8 - -
Associated Items

VDOS- SNI (stand
led board to display

56 stand no.) & WOS Existing 0.1 - 0.1 - -
(wall directional

details)

57 ALCS (PLC) Existing 0.7 - - - -
58 BHS ('1'1) (PLC) Existing 1.7 - - . -

59
BI-IS (TI!\) (PLC &

Existing 3.6 5.1- - -
SCADA)

60
BHS ('1' 1) (PLC &

Existing 1.7- - - -
SCADA) - PC

61
NEC-PHN ( PLC &

Existing 1.7
Application)

- - - -

62
PBB (PLC.

Existing 3.3 3.8 - - -
SCADA & HMI)

63
STP (PLC &

Existing 0.7- - - -
SCADA)
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Item description
S no (Amount in INR Phase 2022 2023 2024 2025 2026

cr.)

64 Drainage Existing 0.2 OJ - - -
65 Airfield Pavement Existing - 9.4 - 0.9 -

66 Airfield Pavement
South

1.5- - - -
Runway

Security Wall.
67 Mixing Yard and Existing 0.6 0.6 - 3.1 -

paver blocks

68 New Mixing yard
South

0.4- - - -
Runway

69
LED Fixtures. SFL

Existing 0.0 OJ 0.2 0.2
Ligthing and Cables

-

70 Ground power units Existing 0.1 0.1 0.1 0.1 0.1

71 Perimter lighting Existing - 0.2 - 0.2 1.2

72 Airside buildings Existing 0.4 - 0.2 1.8 0.4

73
Apron highmust

Existing 0.7 - u.z - 0.3
lighting

74
1.:& Wd Airf ield

Existing 0.2 0.2 0.1 1.3
Services

-

Replacement of
South

75 V&E - South
Runway

- - - 0.7 0.2
Runway

Replacement of
76 V&E - North Existing 3.7 6.0 53.7 8.7 3.3

Runway

77
Potable Water

Existing 0.4 0.9 0.6- -
Network

78
Potable & Raw

Existing 4.2
water Network

- - - -

Online water
79 consumption Existing 0.5 0.5 - 0.6 -

Metering System

80
Raw/Rain water

Existing 0.4 - - - -Pumping system

81 Raw Water Network Existing - 1.2 - 0.9 0.6

82
Rain Water

Existing 0.5 0.2- - -
Harvesting System

83
Sewage Collection

Existing 0.2 1.8 - 0.6
Networks

-

84
Filtration!Treatment

Existing 0.4 - - - -
system

85
Tankers & Jettting

Existing - 0.9 - - 0.6
Machine

Underground

86
Storage Sump of 3

Existing 0.1 -
ML Capacity tor

- - -

Potable water

87
LJ nderground

Existing 0.1 -
Storage Sump of 2

- - -
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Order No. 11/ 2021-22 j ar the Third Control Period KIA. Bengaluru

Item description
S no (Amount in INR Phase 2022 2023 2024 2025 2026

cr.)

ML Capacity for
Raw water

88
Water l reatment "1'2 Phase

0.3 0.4 1.9
Plant

- -
I

89 Furniture for office Existing - - 0.2 0.6 0.3

90 Lab equipment's Existing - - - 0.2 -

91 Lakes
T2 Phase

0.3 0.4- - -
I

Enhancement of
92 STP Sludge Drying Existing 0.3 0.3 - - 0.3

bed

93
Treated water

Existing 0. \
Metering System

- - - -

94 Structure repairs Existing 0.1 - - 0.2 -
95 STP Refurb ishment Existing 0.4 1.2 - - 0.4

96
Environmental

Existing 0.4 0.3
Monitoring Systems

- - -

97 SUR STP Existing - - 0.6 - -
98 Equipment repairs Existing 0.1 0.2 0.2 0.2 0.1

99
Diffusers

Existing 0.4 0.1
replacement

- - -

100
Instrumentation

Existing 0.4- - - -
replacement

101
Filtration system

Existing 1.0
media

- - - -

Technology up-
102 gradation SBR to Existing - - - 1.0 -

MBR

103 STP civil Structures Existing 0.3 - 0.6 - -

Cscheck of DG sets
104 of Terminal I (13 Existing - 0.2 - - -

Nps)
Servicing of I I KV

105 Ring Mains Units of Existing - - - 0.1 0.1
Terminal \ (28 Nos)

Overhauling of
HVAC/NCP/PHNIN

106 EC/DG Existing - - - 0.2 0.3
Transfo rmers

(16Nos)

Procurement of
107 66KV 630 sq. rnrn Existing 0.1 - - - -

copper jo inting kits

108
Procurement of

Existing 0.0 0.0
II KVjointing kits

- - -

Servicing of Battery
109 chargers (5 nos.) of Existing - - - - 0.1

T l &TI A
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Order No. 111 2021-22fo rthe Third Control Period KIA, Bengaluru

Item description
S no (Amount in INR Phase 2022 2023 2024 2025 2026

cr.)
Procurement of

11 0
measuring

Existing - 0. 1 - .
instruments, safety

-

equipment etc.

Procurement of

III
Relays/breakers/met

Existing 0.1 0.1
ers ofT I. T IA.

- - -

NSPR. SS3. T2 etc.

OrC connectivity to
11 2 new stations like Existing 0.1 0.1 - . -

TS3, TS4 etc.

113
Asset Management

Existing 13.4 13.9 14.4 - -
System

114
mySAP ERP license

Existing 0.6 0.6 0.6- -
purchase

Security weaver
115 SOD license Existing 0.0 - 0.0 - 0.1

purchase

11 6
SAP warehouse

Existing 0.5
Implementation

- - - -

117
S4 HANA

Existing 4.6
Implementation

- - - -

11 8
SAP upgrades &

Existing 0.2
updates

- - - -

Master data
11 9 management Existing - - - 0.4 -

centralization

120
SAP-Epalm

Existing 0.2 0.3- . -
enhancements

121
System monitoring

Existing - 0.6
tool

- - -

Godrej 4 Drawer
T2 Phase

122 Vertical Filing 0.0 - - 0.0 -

Cabinate
I

123
Training rooms fully

Existing 3.3
equipped

- - - -

Cafeteria
124 requirement - p6 Existing 0.6 - - - -

canteen

Cafeteria

125
requirement - Food 1'2 Phase

0.9
Court '0 MLCP

- - . -
I

along with Alpha 4

Cafe teria

126
requirement - T2 1'2 Phase

0.6 - - - -
Canteen - I

Cafe teria/Kitchen

127
Cafeteria

Existing 0.4 0.4
requirement -

- - -
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Order No. 11/ 2021-22 for (he Third Control Period KIA, Bengaluru

Item description
S no (Amount in INR Phase 2022 2023 2024 2025 2026

cr.)

Equipment and
Furniture Refresh

128
I3M E Enablng

Existing I 1.1 - 7.2 - -
Works

129
Landscaping T2 Phase

2.8 - - - .
equipments 1

130
Vehicle for

Existing 0.1- - - -
TerminalOps

131 Buggy Existing 0.2 - - - -

132
Segway for

Existing 0.1 0.2- - -
Terminal Ops

133
GR lounge furniture

Existing 0.3
refurbishment

- - - -

134
Furnitures lo r

Existing 0.1 0. 1- - -
stakeholders

135
Curs lor OR

Existing 0.9- - - -
movements

136 Mobile handset Existing 0.0 - 0.0 - 0.0

137
Automation of 101m

Existing 1.0 - - - -
process

138
Trolley 500 lor

Existing - - - 2.5
Terminal Ops

-

139
Furnitures for

Existing 0.1 0.1- - -
TerminalOps

140
Baggage tub for

Existing - 0.5 - - -
operations

141 Q Manager Existing - - 0.1 - 0.2

142
Chairs for

Existing 0.0 0.1- - -
stakeholders

143 Baby Stroller Existing 0.0 - - 0.0 -

Terminal
144 Enhancement Existing 0.2 - 0.2 - 0.2

Projects

145
Signages mastheads

Existing - 0.3 - 0.4 -
& Digital display
CAPEX item lor

146
regulatory changes

Existing 0.4 0.5 0.5 0.6 0.6
and additional

process changes

147 QMS
T2 Phase

7.7 - - - -
I

148 Trolleys -Passenger
T2 Phase

7.8 - - - -
I

149 Queue managers
T2 Phase

1.9 - - - -
I

150 Buggy
T2 Phase

0.7 - - - -
I
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Order No. 11/2021-22 fo r the Third Control Period KIA, Bengaluru

Item description

S no (Amount in INR Phase 2022 2023 2024 2025 2026
cr.)

\5\
Interactive T2 Phase

0.7 . - - -
information kiosks I

\52 Repacking Stations
T2 Phase

0.5 - - - -
I

153
Stand alone T2 Phase

0.0 - - - -
weighing scales I

154
Landside road speed T2 Phase

0.2 . - - -
governer I

155 Baggage Sizers
T2 Phase

0.\ - - - -
I

156
PESC-LAG disposal T2 Phase

0.\ - - - -
unit 1

157 Traffic barricades
T2 Phase

0.1 - - - -
I

158
Queue managers T2 Phase

0.1 - - .
transport unit I

159
Ma stheads (A ~ - T2 Phase

0.0 0.0
I

- -
CU I I:: Ups)

160
Hot and cold water T2 Phase

0.0
dispencers lor staff

- - - -
I

\6\
Car lor terminal T2 Phase

0.2- - - -
operations I

162
Cars for GR '1'2 Phase

0.9- - - -
movements I

163
Signage T2 Phase

0.\ 0.1- - -
moditlcations etc.. \

164 Mobile handset
T2 Phase

0.0 0.0 0.0- -
I

Terminal
T2 Phase

165 enhancement - - 0. 1 0.1 2.6
projects

I

\66 Baby Stroller
T2 Phase

0.0 0.0- - -
1

Moveable digital

167
display units lor T2 Phase

0.3- - - -
dynamic ops I
information

CAPEX item lor

\68
regulatory changes T2 Phase

0.5 0.5 0.6 0.6-
and additional I

process changes

169 Tow vehicles Existing - 0.\ . 0.3 -
170 Mobile handset Existing 0.0 0.0 0.0 0.0 0.\

171 Patrolling vehicle Existing - - 0.1 - -
172 Metal Barricades Existing - 0.2 - - 0.\

173 Landside Ops Office Existing - - 0.2 - -

174 Tow vehicles
T2 Phase

0.1 0.2- - -
1

. - , " ..... ..~I .. ~ ....
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Order No. 11/2021-22/01' the Third Control Period KIA, Bengaluru

Item description
S no (Amount in INR Phase 2022 2023 2024 2025 2026

cr.)

175 Mobile handset
T2 Phase

0.0 0.0 0.0 0.0-
I

176 Patrolling vehicle
"l"2 1>hase

0.1- - - -
I

177 Metal Barricades
T2 Phase

0.2 0.1- - -
I

178 TMRS
"1"2 Phase

1.1 0.6- - -
I

179 Landside Ops Offi ce Existing - - 0.1 - -
Surveillance through

CCTV with infra-
red/night view

and/or
T2 Phase

180 cameras/solutions to - 2J - - -
support surveillance

I

during low visibility
lor all the stands at

AM position
AVDGS (Require

T2 Phase
181 for S stands every 3.3 3.5 3.8 3.9 4.1

FY)
I

182
Stand Id boards 2D 1'2 Phase

OJ 0.4 0.5- -
& 3D I

FM requirement lor

183
replacement, both

Existing 0.4 0.5 - 0.6-
RWY & extended

apron
TAXIBOT related

T2 Phase
184 Road network - 1.2 - - -

(simulation. trials)
I

185
CCTV Cameras for 1'2 Phase

0.6- . - -
stands, Apron etc I

186 Mobile phone Existing 0.0 0.0 - 0.0 -
Chairs & furniture's

T2 Phase
187 lor Apron - - 2.4 - -

monitoring unit
I

CAPEX item lor

188
regulatory changes

Existing 0.3 OJ 0.4 0.4 0.4
and additional

process changes

189
AOCC system T2 Phase

0.1- - - -
upgrade/refresh I

190 Mobile phone Existing - 0.0 - 0.0 .
191 Chairs/Furnitures Existing 0.0 - 0.0 - 0. 1

192
ADSB receivers and T2 Phase

0.2- - - -
analytics I
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Order No. 11/ 202 I-22 jar the Third Control Period KIA. Bengaluru

Item description

S no (Amount in INR Phase 2022 2023 2024 2025 2026
cr.)

Pre Departure
T2 Phase

193 sequence and other - - 2.4 - -
interface

I

AOeC expansion
T2 Phase

194 (Capacity - 5.8 - - -
enhancement)

I

195
New software for

Existing 0.0 0.0 0.0
productivity

- -

196 ROIl' Existing 0.2 . OJ - 0.3

197
AOCC system T2 Phase

0.1
upgrade/refresh

- - - -
I

198 Mobile phone
T2 Phase

0.0 0.0- - -
I

199 Chairs/Fumitures
T2Phast:

0.0 0.0 0.1- -
I

200
ADSI3 receivers ami

Existing 0.2
ana lytics

- - - -

AOCC expansion
T2 Phase

20 1 (Capacity - 5.8 - - -

enhancement)
I

202
New software to r

Existing 0.0 0.0 0.0
productivity - -

203 ROIl'
'1'2 Phase

0.2 OJ 0.4- -
I

204 Changing Places
T2 Phase

1.2- - - -
I

205
Silent room tor T2 Phase

0.1
autistic persons

- - - -
I

206
pRM washroom T2 Phase

0.1- - - -
upgradation I

207 Sleep Zone
T2 Phase

0.0- - - -
I

208
Pet Boarding & Pet

Existing 1.2
cart: facility

- - - -

Training facility
T2 Phase

209 (Room with digital - - - 0. 1 -

interactive board)
I

210 Trolley tracking
'1'2 Phase

0.0- - - -
I

211
Automated queue T2 Phase

0.0 0.0- - -
management I

212 Kids Play zone Existing - 0.0 - - -
2 13 HHMD Existing 0.3 - OJ - 0.3

lJpgradation or olel
2 14 BHS including Existing - - 9.6 - -

server and AWS

215
Conventional X-B1S

Existing 5.6 5.8 6.0 6.2 6.4
tor pESe. departure
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Order No. 11/2021-2Zf or the Third Control Period KIA. Bengaluru

Item description
S no (Amount in INR Phase 2022 2023 2024 2025 2026

cr.)

gates and Airside
access gates

216
ION Scan

Existing 2.2 2.3 2.4 2.5 2.6
5000'1'/600 DT

Perimeter Intrusion
217 Detection System Existing 14.5 - - - .

(PIDS)

218 CCTV Camera Existing - 2.3 - 2.5 -

219
Replacement of

Existing 0.0
OLD HMC printer

- - - -
Chairs lor level-Z.

220
level-J . Physical

Existing 0.1 -
check room & PTB

- - -

pass office

Centralised image
I I I storage for all ClSF Existing - - - 38.5

X-ray BIS

222
AEP Laminating

Existing 0.0 0.0
Machine

- - -

223
X-Bis 100/100 T

Existing 0.6
low bed

- - - -

224
Replacement of

Existing 1.7
CISf vehicles

- - - -

Miscellanious
225 requirements lor Existing 1.1 1.2 1.2 1.2 1.9

CISf

226 HI-IM D TI Existing 0.3 - 0.3 - 0.3

227 Whole body scanner Existing 2.4 - - - -
Barbared wire

228 reinforcement at the Existing 0.7 - 0.9 - 1.2

Perimeter wall
Construction of

229 Garage lor placing Existing - 0.0 - - -
TCV

PVC Cones
new/replacement lor

parking
230 management at Existing 0.0 - - 0.0 -

Alpha
parkings/Search

Mirror

23\ Portable Cabins Existing - - 0.1 - -
Hazard Simulation

232 Accessories lor Existing - - 0.1 - -
OHS Training

233
OHS Safety

Existing 1.2- - - -Management

. " '- " -
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Order No. 1112021-22 j ar the Third Control Period KIA, Bengaluru

Item description

S no (Amount in INR Phase 2022 2023 2024 2025 2026
cr.)

System Online
Application

Aviator SMS
234 application Existing - - 0.6 - 0.6

Enhancement
Addition &

235 Upgradation of Rwy Existing - - - - 1.9
Monitoring System

Remotely Speed

236
Monitoring Solution

Existing - 0.9 -
lor T2 Apron & T3

- -

Apron

Installation of

237
TRAf FIC LIGHT

Existing 0.6- - - -
AT APRON

SJ::RVICJ:: ROAD
Habitat

Management
equipments

I.Ground Master
238 2. Brush cutter Existing - - 1.0 - -

3. Six shot launchers
4. Binoculars

5. Bird scaring
equipments

239
Replacement of

Existing 22.3 23.1 -
Four old CFTs

- -

240
Emergency Escape South

12.0- - - -
Stairs Runway

Replacement of
241 Equipment Truck Existing 2.2 - - - -

with Light Mast

242 Hazmat Vehicle
South

8.4- - - -
Runway

Aircraft lire training
model with pressure

243
led fuel lire lor live

Existing 64.2
lire aircraft accident

- - - -

scenario exposure to
fireman

244
Replacement of

Existing 0.6- - - -
Triage equipment

245
Replacement of SA

Existing 1.2 -
Compressor

- - -

Replacement of

246
rescue &

Existing 0.6
firefighting tools of

- - . -

old runway
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Order No. 11/ 2021-22/01' the Third Control Period KIA. Bengaluru

S no

247

248

249

250

251

252

254

255

256

257

258

259

260

261

262

263

264

265

266

267

268

269

Item descriptlun

(Amount in INR
cr.)

Fire Training
Academy

Replacement of BA
Sets

Replacement of
facernask

Replacement of
Industrial Fire

Tender
AODB HW- TI &

T2

AODB Infra - HW.
SW( OS. DB.
Application)

AODB
Enhancements/

Changes

AODB Interlaces!
Enhancements

AGe e Desktops

CUTE/CUSSIBRS 
TI

FIDS- TI

VIDEOWALLS- T I

FBLI3 Devices

AODB Integration

e UTE/eU SS/I3 RS

FIDS

Digiyatra Systems

Intranet

Middleware

Business Process
Automation/DMS (

E-Palln)

Corporate
Performance

Management (
DICE)

SAP -Functional
enhnacern ents

Targeted Threat
Management (Cybcr

Deception)

Pha se

Existing

Existing

Existing

Existing

Existing

Existing

Existing

Existing

Existing

Existing

Existing

Existing

Existing

T2 Phase
I

T2 Phase
I

'1'2 Phase
I

T2 Phase
I

Existing

Existing

Existing

Existing

Existing

Existing

2022

55.7

9.6

4.5

0.2

0.6

4.2

OJ

1.1

2.2

2.2

2023

OJ

1.2

0.3

0.2

0.2

0.6

0.2

0.2

4.3

OJ
3.5

2.3

2024

0.2

0.2

0.2

0.6

0.2

0.2

4.5

0.4

12.0

2.4

2.4

2025

4.3

1.2

0.4

0.2

0.2

0.6

0.2

0.2

4.6

0.4

2.5

2026

64.2

1.3

0.4

1.3

0.6

0.3

0.3

0.6

0.3

0.3

4.8

0.4

1.3

2.6

1.5
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Order No. 11/ 2021-22/or the Third Control Period KIA. Bengaluru

Item description
S no (Amount in INR Phase 2022 2023 2024 2025 2026

cr.)

270
New Cyber Security

Existing 2.2 2.3 2.4 2.5 2.6
Initiatives

271 Unix
T2 Phase

2.2
I

272 Windows
T2 Phase

0.6 0.6
\

273 Virtualisation
T2 Phase

0.8 0.6 0.6 0.6 0.6

274 Storage Existing 0.4 2.3 0.5 0.5 0.5

275 Tape library Existing 0.4

Datacenter-
276 Racks,KVM Existing 0.1 0.1 0.1 0.1 0.1

Switches. etc
Internet Infra-

T2 Phase
277 Firewalls/Routers/L 2.3

ond Balancers
I

Active New
278 Network Expansion! Existing 0.3 0.3 0.3 0.3 0.3

Refurbishments

279
Active Network

Existing 6.7 0.3 0.3 0.3 0.3
WIFI Expansion

280
Passive Network-

Existing 0.3 0.3 0.3 0.3 0.3
OFC & Copper

Passive Network-
281 Of'C & Copper tor Existing 0.3

SCADA

282
Active Network T2 Phase

83.5
Refresh I

Active New
T2 Phase

283 Network Expansion/
I

0.3 0.3 0.3 0.3 0.3
Refurbishments

284
Active Network T2 Phase

0.3 0.3 0.3 0.3 0.3
Wlf'I Expansion I

285
Passive Network- T2 Phase

0.3 0.3 0.3 0.3 0.3ore & Copper I
Passive Network-

T2 Phase
286 Of'C & Copper to r 0.1 0.\ 0.1 0. 1 0.1

SCADA

287
Passive Network- T2 Phase

0.3 0.3 0.3 OJ 0.3
OFC & Copper 1

Passive Network-
T2 Phase

288 ore & Copper to r
I

0.3
SCADA

289
IP PABX

Existing 0.\ 0.1 0. 1 0. \ 0.1
/Te lephony Backend

290
Radios- Backend+

Existing 0.1 0.1 0. \ 0. \ 0. \
End devices

291 Radio IBS Existing 3.0
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Order No. 11/ 2021-22/or the Third Control Period KIA. Bengaluru

S no
Item description
(Amount in INR

cr.)
Phase 2022 2023 2024 2025 2026

292
Test Equipment and

Tools
Existing 0.2 0.2 0.2

293 Net Master Clock Existing 0.1

294 IVRS Existing 1.8 0.6

295 [PTV Infrastructure
1'2 Phase

1
2.2

296
eCTV device

Refresh & New
Existing 0.4 0.3 0.3 0.3 0.3

297
CCTV Backend

Infra. VMS
Existing 2.3

298 CCTV Storage Existing 0.6 0.6 0.6 0.6 0.6

299 PAS Existing 17.9

-

0.6

0.3

0.6

0.20.2

0.6

0.2

0.60.6

0.2

0.2Existing

Existing

Existing
ACS-New/

Refurbishment!
Replacement

300

301

302

Crash alarm
1----1--- ,-

De~"-tup~. PIinters,
Thin Clients.

Projectors

303
Common Pool IT

[terns
Existing 0.6 0.6 0.6 0.6 0.6

304
CMDB/ Asset
Management

Existing 11.5

305 lOT Existing 2.2 2.3 2.4 2.5 5.1

306
Enterprise Asset

Management
Existing 40.1 0.3 OJ OJ OJ

307 T2- EPC
1'2 Phase

1
11.7 12.2 12.6 13.1 13.6

308 NSPR-Non EPC
T2 Phase

I
0.2 0.2 0.2 0.2 0.2

309 Airport Loyalty Existing 1.7 0.3 0.1 0.1 0.1

310 BLR Care Existing 2.3 0.6 0.6 0.6 0.1

311 PRM Lounge Existing 1.2 1.2 1.2 0.0

312 Kids Play area Existing 0.6 0.6 0.6 0.1

313 Payment gateway Existing 0.4 1.2 OJ OJ 0.0

314
Video analytics 

Commercial areas
Existing 0.6 1.7 1.8 0.9 0.1

315
Wi-fi Infra (Land

side)
Existing 0.6 0.6 0.6 0.0

316
On Demand Content

intra
Existing 1.2 1.2 O. I

317 Land side + Parking Existing 5.8 2.5 0.6

318
Advertising (Media

relocation)
Existing 5.6 5.8 6.0 3.1 1.6

319
Urban Consolidation

Center
Existing 9.0 0.1

425 I P a ge
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S no
Item description
(Amount in INR

cr .)
Phase 2022 2023 2024 2025 2026

320

32 \

322

323

324

Terminal
capacity/effic iency

enhancement
(Utility/Tap up

points)

Gas Pipe linc

FSTR by BLR

Digital experience
centre

Others (Misc.)

GRAND TOTAL

Existing

Existing

Existing

Existing

Existing

2.2

1.7

4 13.9

8.1 8.4

6.9 6.0

1.2 0.6

1.2 0.3

1.9 2.5

230. 1 282.3

3.7

0.6

0.3

2.8

126.4

0.1

0.0

3.2

290.2

2. Sustaining capex proposed by BIAL in FY22 which is carried forward from FY21

Table 193: Sustaining capex proposed by BIAL in FY22 which is carried forward from FY21

Proposed Proposed
S no Pnrticulars (iu INR cr.) eapita Iization capitalization Amount

in FY21 in FY22

t\ Sustaining capex/Minor project items 60.00 84.26 144.26

B Sustaining capex / Minor Projects 20.00 81.07 101.07

C Carry forward of sustaining capex of ry 2019·20 20.00 74.22 94.22

Total (A+B+C) 100.00 239.56 339.56

Table 194: Detail ed category-wise break-up of the sustaining capex as proposed by BIAL

S no

2

3

4

5

6

7

8

9

10

II

12

13

14

15

16

17

18

19

Item description

A. Sustaining capexiMinor project items

220 KV Substation

Airport Master Plan Studies pertaining to Utilities. Drainage. Landscaping
and other landside projects

Master Plan updation - 2018-19

Digi yatra contractual charges towards Project management

Capex towards Digital T ransformation support as per Acce nture contract

Capex towards Digital Master Plan Charges

Tech refresh and replacement of Existing cameras

Retail Plaza

SITC or ENHANCEMENT IN BPH POTABLE WATER

ITC ofCCR 25/30 KVA

Data Platform Phase I

Capex towards SITC of Boentra softwa re lor airport capacity planning

AGL PRIMARY CABLE ICX 6 SQ.MM

Chiller Plant Optimiser in T1A

Cargo Village Structure & Road Work

Engagement Center Tool/Software

1'5 Parking

VDGS SAFEDOCK TYPE 2-24

Temporary office construction

Amount (in INR cr. )

25.42

21.60

9.86

8.14

5.62

5.01

3.2 1

3.05

3.03

2.89

2.70

2.27

2.18

2.02

1.7\

1.65

1.59

1.45

1.41
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S no Item description Amount (in INR cr.)

20 Implementation Cost tor 1500 License 1.31

21 South West Connectivity 1.17

22 Kerr cutting and sec cable laying 1.05

23 MAR Resurfacing & road furniture work 1.03

24
Installation and Commissioning (FIDS. Display systems. Street lights. Air

0.93
curtain and various other installations)

25 Consultancy services for safety assessme 0.89

26 Isolating transllnr200W-50HzRST200-6-6-5E 0.77

27
Installation.Testing &Commissioning (CCTVs. Break glass unit. Strobe

0.75
cum hooter. Egress switch bell push)

28 Traffic Projection for 22 yrs
.

0.65

29 MTP 3150 PORTABLE RADIO 0.64

Installation & Commissioning (Mobile selfservice kiosks. MOTOROLA
30 VHF HANDHELD XirP8668. MOTOROLA VHF DESKTOP W/PS 0.61

XirM3668, MOTOROLA VHF REPEATER. etc

31 Construction of Pipe Culvert 0.60

32 TRIAGE AND RESCUe CQUIPMENTS ARrr 0.59

33 8" SHALLOW BASE - AtiL 1"11 l'IN(iS () 57

34 Professional Services towards Installation of Extreme Network switches 0.56

35 Migration from IBM BPM 7.5 to 8.6 0.55

36 QUAD-Store Sense Cost lor 21 devices 0.49

37 MACH SMART LANE POC 0.47

38 ATRS Digi Yatra Electrical work 0.46

39 RE demand revalidation & strategy study 0.45

40 TCS - lCT requirements 0.44

41 BOSCH CAMERA LICENSES FOR VMS 0.44

42 ARCSIGHT DATA PLATFORM 5GB DAY ADD ON 0.42

43 Levelling using Buck-hoe and roller 0.39

44 Design. Engineering consultancy: Alpha 4 0.38

45 CAPA Consultancy services lor traffic estimates 0.38

46 ISOLATING TRANSFORMER 65 W 0.38

47 S-wave (essentials) 0.38

48 GPRS Equipment 0.37

49 Upgrading ofV&E workshop 0.36

50 COLD SEALANT 600ML PACK 0.35

51 Consultancy Services lor DYCIMP 0.35

52 Arrival Experience 0.33

53
Consultancy Services (KITCO) for Preparation of Detailed Design lor

0.32
Construction of taxiway, taxi lane connecting to Engine Run-up bay

54 SharePoint Tech Refresh 0.31

55 Installation.Commissioning & Testing ofCCTVs 0.29

56 Aeronautical survey for NSPR 0.29

57 TI Network refresh - One time Implementation Charges 0.29

58 DESIGN & BUILT - EXPN. OF INNOVATION LAB 0.27

59 Construction of ARFF Hose Drying Room 0.26

60 Concert Arena_Temp & Peny,anent.. pb!:se 2 0.25
/ :" ''\ :;,\\iiU" i'J ,~'l ' <,
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Order No. 11/2021-22 jar the Third Control Period KIA, Bengaluru

S no

61

62

63

64

65

66

67

68

69

70

71

72

73

74

75

76

77

78
79

80

81

82

83

84

85

86
87
88

89

90

91

2

3

4

5

6

7

8

9

Item description

48 Core OS2 fiber Optic cable

UPGRADE ADVANTAGE AURA R7 CS 3YR PREPD

Bullet proof ballistic shield

BlueDart bldg ACP Sheet Works as pcr BOQ

INTERIOR WORK AT BLLJEDART

CMC Reused & new sply eqpt w aces 3 Yrs

PUSH PIT CPLER FOR 63MM DIA PIPE

DESIGN & INSTL. Of FAS - BLUEDART BLDG

Consultancy Service: MSWM - Consultancy services lor establishing in
house solid waste Management

Sustainable water solutions

Installation Charges tor single split Ca

Transit Lounge

6AWG COPPER WIRE

3 & 4 * hotel Fin Analysis & RFP assist

Registration Charges lor vehicles

Glass Partition at PESC (3mt height)

Additional Work at Cargo Village

Innovation Lab Redesign

Insurance D Max S-Cab HR

(LBS server room moditication

Renewal of AEC Revit licenses

Data Centre Feasibility Study

Installation & Commissioing - Display units. FIDS, PIM module (SBB
PD32BV2 media Player)

lOT - POC lor Smart Energy

Noise and Vibration study

Modification at Parking 1'5 in KIAB

PULL PIT FOR 5 CIRCUITS

Simulation Model for TI

Various small items

Sub-total (A)

B. Sustaining capex I Minor Projects - Open PRIPO

Tl Refresh - Project CISCO

Construction of a taxiway and engine run-up bay

Boarding Gate area renovation

New AODB

Accenture Contract I Digital initiatives

Backend Infra-Radio Communication devices

Replacement of old Desktops

srrc of Redundancy Potable water network

Runway Sweeper machine

-

Amount (in INR cr.)

0.25

0.25

0.24

0.24

0.24

0.23

0.22

0.20

0.20

0.20

0.20

0.19

0.19

0.19

O,IQ

0.19

0.19

0.19

0.18

0.18

0.18

0.17

0.17

0.17

0.16

0.16

0.16

0.15

0.15

0.15

11.89

144.26

22.31

17.04

6.09

3.27

3.05

2.51

2.26

2.24

1.43
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S no Item description Amount (in INR cr.)

10 Vehicles - Mobile QRT Bullet proof vehicles 1.04

II Video analysis and artificial intclligen 0.96

12 3rd GSE Building site developement 0.94

13 IOOx lOOT with dual view XBIS 0.90

14 MLAT and related works 0.89

15 ITP- building refurbishment 0.85

16 Explosive Trace Detector ETD 0.83

17 Tool Vans 1.30

18 Trolley Tracking System (RfID) 0.76

19 Skyli ft- l no 0.76

20 End User Devices-Enterprise - CCTV Units 0.72

21 Replacement 000 machine with dual view 0.71

22 SAR slope beautitication 0.66

23 Relocation & New media due to main acces 0.64

24 CISF Furnishing and Allied Infra for Bac 0.63

25 Enterprise Architecture &API management 0.61

26 CCTV Storage for Surveillance Footage 0.)0

27 Flight Information Display Systems & Con 0.55

28 CISF requirements Miscellenous 0.54

29 End User Devices-IP Phones Tech Refres 0.52

30 E-Learning Customization 0.50

31 Independent Fire Proximity Suit 0.50

32 Enhanced IT Security Operation Center 0.49

33 Roof Light Replacement - Phase 4 0.48

34 Replacement of Two 'Follow Me' Vehicles 0.48

35 I-ligh Capacity X-Ray machine 0.47

36 E&M Vehicles commonality 0.46

37 End User Devices-Ct'T'V Units 0.44

38 Backcnd Infra to Support Addl 2000 cameras 0.44

39 Modification of Exisiting Safety office 0.43

40 Registration Kiosk Canopy 0.40

41 Heavy Duty I-lard Surface Cleaner for Oil 0.39

42 Arrival Gates I 112& 13Auto Sliding do 0.39

43 E-POS for Land side & Quad 0.35

44 ORACLE Active Data Guard 0.34

45 Bullet proof jacket and accessories 0.33

46 Individual lace mask lor NSPR OJI
47 Fence around OSE parking areas 0.29

48 Breathing Apparatus Set qty 20 lor NSP 0.28

49 Expansion of the Restroom Facilities at Airside 0.28

50 CAPEX item tor regulatory changes 0.27

51 Column Light replacement - Phase 2 0.26

52 Additional works lor BRAVO I second Floor 0.26

53 Vehicle lor DSA Duties 0.25

54 Inspection Vehicles-I no 0.24
_.~

/.#~; f0'J:
429 1P ag e/17 ~ ~~~ ~

. ",'" . . ~..;::-
~ .' fl/ ~
S
~, ~~ I

"""- ~-



Order No. 11/ 2021-22 for the Third Control Period KIA. Bengaluru

S no Item description Amount (in INR cr.)

55 AEOC Redesign Expansion Upgrade & Tech 0.22

56 Energy Conservation projects 0.20

57 Water supply to SWM facility 0.20

58 Replacement of existing Fa cables & join 0.20

59 Electrical Equipments & Testers NSPR 0.20

60 Passive Network - Fiber/Coper Cabling 0.20

61 Startup engagement towards 101' - pac for Smart Energy 0.19

62 Pop up Retail Plaza Relocation works 0.19

63 Additional works for Queue measurement system 0.18

64 Lift and carry mobile Crane with 15ton 0.18

65 Maintenance & work shop tool requirement 0.17

66 Gym equipment lor ARFF personnel at NSPR 0.16

67 SITe of QRS system lor LV panels 0. 16

68 SITC of CCR 7.5 KVA 0.16

69 Various small items 13.57

Sub totnl (B) 101.07

C. ClF Sustaining capex of FY 2019-20

I Taxiway and other works associated with Engine Run-up Bay 8.61

2 Runway Sweeper -2nos. 6.93

3 Wayfinding Consultancy for BIAL 6.50

4 Explosive Trace Detectors (ETD) - 05 no's 3.04

5 Connectivity to sub-urban railway station 3.00

New airport parking design (Consultancy lor Parking new airport layout)

6
New airport parking design (Re-design and building of parking attendant

2.50

cabins lor different parkings)

7 COVID 19 related capex requirements 2.00

Compliance Mobile airticld light measuring system

8
Guidance signage boards photometric measurement unit

2.00
Approach Iights/PAPI/elevated AGL system photometric measurement

units

9 Building of toilet blocks. dining area & utilities 1.92

10 SITC of additional CAAQMS station lor Second runway 1.92

II Enhanced Digital Platform 1.91

Intergrated canopy at Catering gate and Airside gate adjacent to Airport
clinic with complete set of security cheek equiprnents - 3 DFMDs :0 35

12 Lacs each; Rs.30 Lacs lor X ray machine; Rs.20 L lor allied 1.85
infrastructure; Building & Canopy Rs.70 Lacs; Under vehicle scanner

Rs.63 Lacs; High platform lor secy, check Rs.I0 Lacs; ETD - Rs.25 Lacs)

13 ATR (Automatic Tag Reader) lor 1'1 BI-lS departure lines A.B&C 1.80

14 Technology Refreshment/Up gradation - CISF Video wall 1.60

15 Self powered high rise access equipment 35m high -I no. 1.50

16 Replacement of Ambulances 1.30

17 Airport Digital Twin and visual way linding solution 1.28

18 Procurement of Hydraulic Bollards for 03 gates 1.25

~1Il'J' fci'f.}?ll
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Order No. 11/2021-22/01' the Third Control Period KIA. Bengaluru

S no

19

20

21

22

23

24

25

26

27

28

29

30

3 1

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

Item description

T I Re-imagination

Increase the size of the Lounge lift LRM 10,Consultancy for feasibility
study

Road Lazer & Line lazer - Painting Equipment -I no.

Endpoint Detection and Response (EDR) Solution

Replacement of old FlDS in Check-in Counters & Boarding gates and
replacement of old Kerb side Cluster FIDS Videowall

CCTV VMS Channel Licenses to Support for additiona

Construction of Airside Toilets/Restroorns

lOT platform initiatives 4 use cases (Energy, Water, HVAC. weather)

SITC of Redundan cy Potable water network from BPH to MPH

Automated queue managementsystem

Biometric Access Control System - Phase-3

Maintenance & work shop tool requirements
AGL inset fitting maintenance tool kit

Digital torqu e wrench

AGl.shallow basel Bolt repa ir kit
IN pavement pressure test assembly
6.6 A power supply 200 VA CCR

Secondary connector crimping tool
Torque management system - MALMS

AGL MALMS cleaner

Primary connector crimping tool
Frangible coupling wrench

Mobile vehicle mounted lux meter- storage and mapping.

SelfConnection Plat form trans fer passenger traffic

Workshop Equipments lor AMB Building

Under Vehicle Scanners and associated works to r the installation at lour
airside entry gates

Replacement of OOG X-ray machine with a dual view image X-ray model
(180180-2IS)

Independent Fire Proximity Suit

Consultancy and related costs lor obtaining Business blue print report lor
setting up the BIAL Aviation Ac ademy

Setup HA (High Availability) and migrate to latest support versions lor
enterprise MS SQL databases

Replacement of old FIDS in Check-in Counters & Boarding gates and
replacement of old Kerb side Cluster FIDS Videowall

outdoor seating in QUAD

Refurbishment of PRM washrooms

Replacement of existing Precession Air Conditioner (PAC) at G-04
(Server room) and B-IIO (Mobile Equipment room)

Urban Consolidation center Consultancy and Study

Quad Refurbishment

E&M Vehicles (commonality)

Additional works lor Remote car Parking

Airside GSE Workshop area

Amount (in INR cr.)

2.16

1.12

1.00

1.00

1.00

0.87

0.82

0.80

0.76

0.75

0.75

0.74

0.70

0.69

0.68

0.65

0.62

0.60

0.60

0.60

0.58

0.57

0.54

0.50

0.50

0.49

0.47 I

0.46
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S no

47

48

49

50

51

52

53

54

55

56

57

58

59

60

61

62

63

64

65

66

67
68

69

70

71

72

73

74

75

76
77

78

79

Item description

Design. development. supply and installation of !lowering bio wall mock
up a at Terminal I and its evaluation - Mock up -I

Redundancy Server for Parking & Upgradtion of Server

Purchase of SAP ERP Licenses

Integrated Trame Lights on all service road

Techno-refresh of Automated Emergency A lert System

WIFI or Bluetoothenabled mobile display system 15 no's (portable
display systems)

EV Fast Charging Points for Passenger Parking

IND AS / (FRS Reporting Tool
Consolidation Tool

Data centre Protection - Server Security

Privilege Identity / Access Management

liSA (Heimann Single Analyst) along with assosiatcd works

Installation of Remote Speed Gun Additional cameras

Digital Signages Directory At Airpor Taxi Boarding

Electrical 5 KV Megger, Insulation tester - 1KV. Digital Multlrneter, AC
clamp meter. Thermal scanner. Crimping tool- up to 400 SQ.lIIlll. Ham!
held Lux meter- storage & mapping. Four terminal Earth Resistance &

Soil Resistivity Tester. Earth resistance clamp tester, Battery Impedencc
Test Equipment. Cable Fault Locating equipment. Hand held power

quality analyzer. Potable Generator. Covered container with racks. De
watering pump

Sub-urban railway station

Boom Barriers lor Parking Entry and Exit

Bobcat compact loader with attchments

Replacement of 04 BDDS equipment

New images and upgradation of existing CBT (Computer Based Training)

laying of Paver Block at Quad Area Tensile Roof Ca

Digital Store way finders @ Dornestic/Int SI-lA & Kerb side

LED Screens at all Boarding Points and Terminal (Arrival Hall)

Refurbishment of support infrastructure at STP

LCV truck with 3:5 tonn carrying capacity-Zoo.

Landscape Irrigation Systems and Main Hydrant line lor the Open area.
proposed lor keeping the transplanted trees and shrubs.

Space Designer - Commercial Development T2

BLR Airport App Deveopment & Maintainance

Provide power source and water supply to Isolation Hospital/DRS
Facility lor AAI

Procurement 01'9 KL & 6 KL Tankers. lor Potable & Raw water supply

Water quality analysers at BPII for Potable & Raw water System

Biometric Access Control System - Phase-J

Smart Washroom - Providing realtime data of washroom utilization to
passengers outside washroom

3rd GSE Building site
I. ICT Implementation 19.2 lacs

2. Demolition-Shifting of Airsidc Wall 35.1 lac

Amount (in INR cr.)

0045

0045

0045

0045

0045

0044

0040

0040

0040

0040

0040

0040

0.38

0.36

0.36

0.35

0.35

0.34

0.33

0.32

0.32

0.32

0.30

0.30

0.29

0.25

0.25

0.25

0.25

0.25

0.24

0.24

0.24
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S no Item descrlption Amount (in INR cr.)

3. HT Power 32.4lacs
4. Water - Raw-Potab le 55000

5. Sewage

80 BIRD WATCH TOWER FOR SOUTII RUNWAY 0.23

81 Additional fund for signage standees 0.23

82 Devices for Performance Marketing 0.23

83 Power BI Premium Plan I 0.21

84
ICT requirements - Harware & other ICT requirrnents

0.20
ICT requirements - Software requirements

85 Purchase ofC PMI and TMRS RF measuring tool 0.20

86 Engaging 3rd party testing agency fo r the e-Palm 0.20

87 Enhanced Digital Platform 0.20

88 Additional kennel at existing dog kennel complex 0.20

89 Office space lor outsourced Security 0.20

90 Ladies Change over room at Fire Station North 0.20

9 1 Fence around GSE [larking areas 0.19

92 Additional amount lor procuring 02 X-Ray machines 0.19
-

93 CCTV Surveillance Sturage fur various CCTV porject 0.19

94 Covered truck -I no. 0.19

95 FSS integration to centralized location 0.18

96 Explosive Trace Detectors (ETD) 0. 17

97 Collection well refurbishment - MS grating. hand rail and ladders 0.17

98 Technology Refresh of RolP Touch Panel PC Monitor 0.16

99 Crusher cum compactor lor SRA articles 0.15

100 Enhanced Digital Platform 0.15

101
10 Automated External Defribillators lor the Terminal and Ancillary

0.15
Buildings

102 Tow vehicle 0.15

103 Various small items 6.60

Sub-total (C) 94.22
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18 APPENDICES

Appendix I - References for pre-control period computation

LA. SIAL's letter to MoCA for UDF at INR 675 and INR 955 for domestic and international
passengers

12" Novll mbur. 2007 I sw

The Secretary
Ministry 01 Civil AvlaUon
Government 01India
Raj,v Gandhi Bhavan
SafdaIjung Airport
New Delhi 110 003

Kind Allonlinn' Mr. lIohok Chnwla, I.A.G.

lluh: Ilnnga/oro lnternatlennl Airport I Aoronaullcal Tariffs at Airport Openlno
ReI: Our letter doled g'.October 2007 lOUr Moollno on 24'· Oclobor 2007

Dear Sir

As Informed to you earlier vido our 10Uerdatod 24" September 2007. Ihe new Bangalore
lntomal ional Airport is schoduled to open for full commercial operatrons on 30" March. 2008 .
SUbsequently. in our leUer dated 9" Oclober. wehad further inlormed you on the aeronau tlcnl
lariHs to be charged once the now airport gets operational. You had therealler, ,n our meetino
dated 24" October al your office , requested us to oulline the basic cost calculations underlying
Ihe indicallve larlffs 10be charged . We are happy to provide you Ihe same with this letter .

Logal Framework

Clause 10.2 of Ihe Concession Agreemen' signed between the Mlnlslry of Civil Aviation
(MaCA) and Dangalore Intomational Airport L1miled (BIAL) defines the sel up and
approval procedure applicable for Alrporl Charges al tho future airport . The Mini~try has
further clarified vido ilo letter No. AV. 20015/003/2003-AAI dated 21" JUly 2004, Ihat
indicative charges can be levied hy SIAL from the airport opening dale till tho Regulaled
Charges have bean approved by lhe Regulator or the MaCA, as lho coso may be. It was
also confirmed In the same leuer that it has taken note of the proposed tariffs of Usom'
Oovelopment Fee submilted to the lenders (Rs. 675 per departing domestic pnosell{jer
and Rs. 955 per departing internalional passenger).

tndlcnttva Charges versus Approval Process through Regulator

We understand Ihalthe AERA bill has been introduced In the lok Sabha and Ihe
forma tion 01the Independent Regulalory Authority (IRA) is plannod to be initialed wHhin
lhe next 6 montns . As soon as the IRA is in place and lho lmal audited projeC1 cosl is
available, we will submit Iho regula led charges for Ihe airport Including detailed
calculalions 10Ihe IRA for approval , From airport opening hilihe rogulalor has approved
Ihe final Iarifts, Il IAL inlends 10chargo indicative tariffs as per Item C below Any
Shortfall or sutplus during the time when Ihose indica live charges are levied will also
form part of lhe finallariff caleulalion as reviewed by IRA
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Ju s lII eation of Proposed Tariffs

A. Pa.o,sclIger lind Car,qo Tmffic Gmwl// Forecast

Tho existinq HAL Airport reported 8.12 million passengers II' the Financial Year 2006107.
We assume a strong growth in lhe next five years, lhough developments in olher
countries have shown that strong growlh periods were always followed by stagnant
years as well. Nevertheless, we have assumed to reach 10.5 Mio. passengers by the
end of the Financial Year .2007/08, and strong growth figures over the first 5 yenrsof
operation as follows :

Yoar·j Yes(-2
1-2...!.O""06;::".O'-'-9~·I--~· 9' 1 0~ --='-=-"-+

Domestic Mlo.}_ _ 10.9 12.7

I I!~ional (MIoL _ _ 2.3 2.9 .--==_ _ ---=';-;'--r--":'~-j

Total 13.3 15.6

The growlh in cargo Is assumed as follows :

B. Project Costand Cap/latExpenditure

The following table shows the total project cost of SIAL for the first phase , includ ing the
immediate project extensions in the amount of 540 Crores as approved by the board and
shareholders of SIAL.

)

Tolal P.rojOOI Oosts till Airport Opening
Capital tnvestrnants
Non·capltallzed pre-operatlonal costs
Financing costs
Tolal Projoct costs

INR Mia
22'219

937
1'547

M'703

It may be noted that the project cost at the lime of definition of the UDF in 2004 stood
only at 1'100 Crores and has since considerably increased.

The capital investments have to be split between avlation and non-aviation segments. The
bifurcalion is based on (a) assets directly attributable to avlatton and non-aviation segments and
(b) common assets for which allocation has been made based on estimaled proportionate usaqe .

It has 10be noled that according 10the SIAL business philosophy, non-aviation
investments are done wherever possible through selected service providers, and
therefore the above mentioned project cost of Rs. 22'219 Mio. does not Include
investments for cargo warehouses, fucllnfraslructurc inel. hydrant system, retail unit s
and restauranls, lounges, flight kitchens, airport holel , etc. The following lable shows th!1
split between aviation and non-aviation investments:
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Avlallon versus Non·Avlatlon Investments
Avlallon
Non·Avlation
Tolal Capllallnvestmcnls

INRMlo
17'396
4'8~3

22'219

% to tot81
76.3%
~ 1 :1%

Depreciation has been computed on slraight line method according to Indian GAAP
based on Ihe following averaqe dopreciation rates :

Civil: 5%
Eleclrical: 10%
Equipmenls & Vehicles: 20%

For the purposes of relurn on capital employed (ROCEI, a reasonable rate of return of
16% has been adopted on lhe net aviation capilal invoRtAri To arrlvo at thA nol capilal
tnvestment of each year, the orioin~1 capital expendituro h09 been reduwtllJy applicable
depreciation. Additional inveslments to provide the capacity required All plolr the traffic
forecast hllve been anli~ipated and Gonside'rfln nVFor the next 5 vcoro end result In the
following net capital investments over Ihe next 5 years:

Vo., -! Your·2 Your. ;) yon' .... YC.1f· ,5

....!!!.!NR Mlo. 2008-W 2009·10 2010 '.11 Z011.i2 201Z.13
Capllallnvoshnonts
Opening Bloc!< 22'Z19 25'325 25'190 25'029 23'662
... : Addilicnullfl\lelillOulI(S 0'216 2'345 2'488 1'436 335
• : Dcpreeiauon -2'109 ·2'480 -2'649 -2'002 ·2'642
1101Cop.!!.'" .mp~y.d 25'325 25'190 25'029 23'662 21'155

Avlallon related capital investmonts (76'h) 19'828 19'722 1!l'596 18'526 16'563

Roasonahle Return on Aviation Capital
Employed @ 16% 3'173 3'156 3'135 2'964 2'650

Please also note that as per above projections, OIAL assumes to make considerable
further investments of above 1000 Crores for capacity increas es in the next few years in
additlon'to Ihe project extensions already approved,

C, Profit & Loss statement for Aviation Segment / JlIstifica/ion for User Developmenl
Fee (UDF)

SIAL is entilled to adjust Ihe existing AAI tariffs by inflation since 2001, whiCh would
result in an adjustment by 1" of April 2006 of approximately 36%. We however respect
your request to leave the current aeronaulicaltariffs (Landing, Parking and Housing as
well as PSF tariffs) from Ihe airport opening till final requlatory charges have been fixed
at Iho same rates as charged by AAltoday, From year 2 onwards, the following
adjustments have been considered in Ihe following table :
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PSF and Park ing Charges,

I.anding Charges:

Adjustment by applicable innation index on ,.1of April 2009
and fees remain then Gonslantlill end of 2012/13

Increase by 20% (domastlc f1ighls) and 30% (international
nights) on 1'1of April 2009 and fees then rem ain conslant
lill end of 2012/ 13.

)

The prof it and loss statement by Ihe company withoul UDF for lhe avration segm ent
looks as follow s;

A. jotion • Ro•• nu os & Cost s (without UoFI 2008 .09 2009·10 2010-11 2011· 12 2012·13
PSF ~64 70~ 895 993 1'093
I.nding 862 1'244 1'398 1'52ll 1' 720
Parklno 19 32 35 39 42

Tol.1 A•.lallon Ra.onue wlthoul UoF (AI 1'345 2'071 2'329 2'55 2 2'854

Up crating costa
PQlraonnol COQln ~e. bJ!J !J:l:l 731 810
Milll1tcnane-I , Enc,yy & InSuHlnt6 t '044 " 121 1'348 1':\95 1'402
SulC5 & Generul Admrnislfiltion mel. CQn\:(,f5 ~lion f-~A 1'159 "349 1'475 1'025 no~

To~al operating costs 2'667 J '009 3'345 J '756 4'161
Dcpredatton 1'051 1'942 2'074 2't~ ~'225

Total costs 4'J18 4'950 5'419 5'950 6'366
Ileo sonab le RQCE (16%) 3'173 3'156 3'135 ~'OO4 2'600
Total ecsts InclUding ,a u onablu return (!l 7'490 6'100 8'5 55 8'914 9'OJ6

Nal oullan 10 be recovered th,ough UoF (B.A) (6'145) (6'0 35/ (G'nG! (6'362) (6'182)

It can be seen that the projecled revenues from present aeronautical charges withou t
UDF are grossly Inadequate 10recover lhe costs for prOViding airport infrastructure and
facilit ies to passengers at the new airport at international standards, The introduction of
Ihe User Development ree from airport opening onwards as defined in the Concession
Agreemenl is cruc ial for the financial feas ibility of lhe projecl. It may also be noted thai
the Union Budgel or 2004/2005 by the Finance Ministry specifically approved charging of
UDF by BIAL.

We propose 10 levy a UDF tariff of Rs, 675 per departing domestic passenger and Rs. 955
per departing Internalional passenger from airport opening, with discounts for lransfer
passengers which use the infraslructure only 10a limited extenl. The following table shows
the resulling UDF revenues over lhe Iirst5 years of operation:

------·]~so, Davolopman l
Faa (INfl I'~'"

_ dQ nIUng~)

DoII~£__ _ _ _ 81~

OomR. bc r" 1!J!!!1! en 0

~CI UlJlomd -I 055 0

IlI lc lJl.1I000M i-~"nsf", ~I ~__ ~oo'_o__ • 7_ _

Tol.> l UoF I'lovonu. s 4'~99

._ ,
VCnt' ~

2012·13

5'02~_

lIa

~
17

'1'1~
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It is seon Ihal there Is a cumulative net deficil in lhe aviation segment oven after
considering planned UDF tariffs, Ihough we anticipate Ihe cumulative dr-licit to narrow
down over a longer lime frame and there is room (or reducing the UDF afler lhe IIrst five
years of operallon if the traffic growth Is as dynamic as II has been assumed.

While iI is true that Ihe current tratfic levels at Sangalore are substantially higher than
initially anlicipated, investment in infraslructure as well tile provided capaclly of the
airport have also been substantially increased by a totat additional investment of
RS.1070 croros. In spite of these substantial additional investments (increasing for
example the number of aircraft stands from initially 13 1072), the proposed UDF is sUIi
within the limits as agreed with the MoCA when executing the Concession Agreement,
and SIAL does not request any Increase of the UDF, as it usually happens In the
international context when capacity is Increased.

U. Non-Aviation Revenues

Non-avlallon Income cllmprislls uf IUVlJIIUC~ frullI commcrclol activitic& (advertising,
retail, food 8.beverages, parking. etc.) and real.estate leases and renlals. I able :i below
gives an overview of planned non-aviation revenues and expenses.

Yonr-' YO(fr·2 Year·3 Ycar-4 YO~1f·5

Non Avl, tloll flO," nUlla_coo ls -2008-09 2009·10 2010.11 2011.12 2012·13

Total Non Aviation Revenue 1'173 1'721 Z'094 2'419 2'967

Operating costs

Personnel costs 95 110 107 160 170

Molnlenance, En..-gy & lnsurance 244 203 332 3'11 305

Sales& GeneralAdmlni. lrdliL" 180 222 251 ?8~ 330

~I gecraling.cos.ts_ _ _ ___ ___ 5,18_ _ .....ill..- _..lli.....- ill....- 873

E 81TDA 655 1'128 1'404 1'643 2'095

EBI TDA% 56% 65% 67% 68% 71%

As call be seen, the non-aviauon revenues will constantly grow over the time period, but
cannot compensate any net deflcll of the aviation segment in the short term, nor doss
the Concession Agreement between SIAL and MoCA foresee any such cross-subsidy of
the aviation segment through non-aviation revenues. Nevertheless, with the shortfalls
outlined above, the non-aviation revenue will very much compensate Ihe net deficit of
the aviation segmBnl in the follOWing years.

It has to be noted thai SIAL has so far concentrated on providing aeronaulical
Infrastructure and for thIs reason the non-aviation revenues will be rather small for the
first few years. With the increasing non-aviation revenues, the UDF is also likely to be
reduced after the first 5 years

C. Conclusion

With above information, Viehave given you full transparency on the main cost and
revenue elements of SIAL
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We respe ct your concern that airport cha rges should be levied in a sens itive vmy by the
new pub lic private partnerships and the re fore agree 10

keep landing , parking and PSF charges at the existIng levels In lhe lirsl year of
operation;
increase them thereafter less than required to compensate infla tion;
levy UDF charg es less Ihan necessarv to cover all aviation related costs wilh aviation
revenues;
use non-aviation revenues to compensate in the short term deficits of tho aviation
segment.

We kindly ask you for your understand ing that new greenfield airports at internalional
standards can only be funded with reasonable passenger charges. The proposed User
Development Fees are slilliow in the internalional context , Future expansion of the
airport infrastructure can only happen if the business plan of SIAL Is based on so lid
grounds. Also , WQ kindly ask you 10 apprecrste Ihat BIlIl will use more than 90% 01 lis
lan(l for PUll! avia lion infrastructure and le ss than 10% of its land for commercial real
estate. We hAIiP.vp. that our main locus must bit tho development of II professional
aviat ion pletform. and Ihe same IS only po~~ilJll! with reasonable aeronautical tantts

We therefore intend 10 levy the indicalive User Deve lopment Fee (as agreed between
lhe parties in the above referred correspondence underlying Ihe conce ssion agreement)
at Rs . 615 per departing domestic passenger and Rs . 955 per departing international
passen ger from airpor t open ing till final approval of the tariffs by lhe IRA

W e hereby requ est you to ack now ledge receipt of this letter in token of hav ing noted the
content s herein.

Thanking you ,

Yours Iruly
for BANGAlORE INTERNATIONAL AIRPORT LIMITED

JJ-L,,~-/
I~~rt Brunner
Chief Executive Officer

Cc :
Mr . K.N . Shrivaslava. JoInt Secretary, Minrstry of Civil Av ialion
Ms . Anna Roy, Executive Director, Ministry of Civil Av iat ion
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F fIN R 1070 and INR 260 for International and domestic(S MoCA's grant of ad-hoc UD 0 .

. . d details of information awaited from SIALpassengers an

F. No. AV.2001S/ 003/2003.AA!
Government of (ndia

Ministry uf Ch'jj Aviation
,\0 Section

I

/To.
Mr. Alhert fkuncr.
Chief E XC:c Ul i vu Otliccr.
HUlllluluf'c Intr.rnationul ,lirport Limited,
I Ill, Gayar ltri I.l1kefro n t, Outer Ring Road ,
Hehhaf, Dm,/(alore 5600 24

'B' -Block. Rajiv Olllldhi Bhavan,
SafdaIjunll Airpurt. New Delhi

Outed 03.04.2008.

Sub: User D<>veloplDent Fee at the BangaJore International Airport.

Sir.

r urn directed 10 rcfer to your leltcr ddted March 28 , 2008 regarding lite levy of
UA"1 Dl'vclopment Fee {UDFj from the date of airport opening at RangalurcInt ernutiona! Airport.

2. YOur proposal to levy a UOF @ Ra. 1070/ -. inclusive of all ll\.'(ell on international
<leparUug pasll"nRer~ w. e .f. lite airport openin/( dUle on all 'ad -hoc' basls has been
approved. As regards the other re,.,'ulllled charges, viz. Landing and Parking Fcc and
Passenger Service Fee, it shOUld be at the eXisting rates to all aircrafls and all
passengers as app lica ble at other airp0l1s.

(allinal audited ligures submilled by BIAL,

(bl guidelines for determination of UOF fmalired by Ministry of Civil Aviation{Moe AI, or
(c) 3 mon ths from airport opening date.

'1. The lar iff would be final ized thereafter as per the guidelines of MoCA and theCon cession Agreement.

: or aclioa EZ:J
For dllcaUloa c:::::J
for feedback c:::J
For Info c:::J
"0. ~ ',o,d c:::J

.. ...,~ YOurs faithfUlly,

~01'~
( (VijllY Singh)

Under Secretary to the Government of India

Tele -24640217
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I . \ lJ . \ V .:Hl U:l h/Ul>7/ :.:u" lh \ 1,
(tCl \"l- I'J1IU l':Jl l u f I .. d ill

' Ii lli, tn lt r ( ~ i vil Av in t iu n

l{a jh (; alll ihi IIlIa ,,"lIlI.
;'II",\\, Ill ' lh i" , 0011 :1.

" " I

,\f r , Al h c r t Br-uu n e r-,
Ch ie f Op cru t illR Offic" " ,
l3anRlI lo r c Intc r nnr iu n ul A irpUI'1 l .rd ,
Ou te r Ring Rn ud , Heh hn l,
lIa ngal .. r e 5boo :Q

Su hj ect:

SiI',

Levy o f Cs e r I)C\ d oplln'lIt Fee - ,·cl\.

I ,1111 direc ted '11 ll'f~r I. vuur relt 1" ' 11 ,": UI.\I./ I.l,I./ arr/2:1(, JU"'J Illl l,20()H ou Iht'
,' lI hj "CI .'olt'd allo\'e: and 10 . :11 111. 11 i ll 11 '1'111 ' tli tlu-' \ I'tir l,' 10,:!.1o( 1111" COllcc."-~i n,, .\Il ...·' .lII cn l. Ih.
r" ~\ II I: Il('i 1 t· h" q.~('S ",hu'IIt1 lw l Olllt 1.l pJlI whit lhu 1<:0\0 j".lid ,";.;, 1,'urt h"1"1us Ill'r 1I1(' " r1(,·" . 10 . :.'.:'

prillI' In ,li"!,nl" l " "e: " inl: 111 .\ 1. ' II ,II ,,< 'pk "/' 11<0' '11 fn," ' 1I 1i, ~l ill ",' r ) (Il l' Ih. ' r"I;01lal", 1" \"" '1' ,
\\hic:h shull l... ha", , 1on lhv !ill ,d ,,,di,,' tI "" 'I"'" " ,,' t. Tlll,lI lilli' ln ';h"II"" ,,;""/ I" 1111",11'''1 ''''''' ;
"'r/"ltI'"" "I'III'U'-,< "1';'"1 ill ""'''1'''''' ,. ,,;,1, II,., pr;m'il,/".·; ~", "" , ill ,11'11"'" ,,, . I , ' .,"1iI
"l'pmw l rh,'let" withiu 1I IlI'l'(;"1 " (lll dllr o; of the d.ll,· or the :lPl' lil'llllll/l hcinl; 'u h llllll l!u h,l
IIIAI.. Therefon-, 'I plnin I'l'ad illv, "f ,he IK)th the ,\lIi,k . IU " , tide lU , ~ , 1 and An kh , , n '4 •
hrinw; nul tlu-11\0 IIlo1 ill "1111' lal !'.,I':lnlele:n; lnr j\ 1":t II I .Ii ap!,r' l\1I1 fill' levy of tiD !' viz. ,

til thl' airport "hlll?:'" ., ",,, 1>,' h,I~" d 1111fi u.il uuii tcd project cost ;

(ii) 11", In \' " ' ,II" I " " I ,ll ~'" ','m.tI, l II, \I,,, ',i'\u ll l Wll il .lI ,,1 11I clllllpll:II11'e IIi ICAll
!" ,Iid ,'"

'!l l" ICAO plliio- i, ', 011 cha rl:~ ' ' '' I ' j,IIn . lit! air ,\,I' i 'a l i" l1 ':" 1"\'1....:; "I'" M' I " ' II in Due'l0H2, "
pl.ilu r";uli,,!: rJ f D,x' "082 ' Illlk,' il ~" ltl\~ 111 Ihlll L'l F corupututtun .•hllllid "II,,\\, pU51 lilm U<;h Ilf
"n 'lIsllllllule CO,I- and ,hunlel CII,IIr,' ' ~af" !InanJ i nl: Ill<' i/ltene' t of the airplll t :So. . ~.. It is,
the refore , impcrntive iOI" this ~Ii /l i In In ":Ism " tlml lwilln' ;IIIY"1,prlll1d f'JI' ':011"1'1 111:: lllll: i~
grunted III UIAI. a J1 l'llpe: r dlli;(cn, .. ,,( inful'lnutllln \0; uud urtnkcu Iu li"tcrlllilll: lililt 111l: prn plIse:d
charges arc clIll~islclIl with :alld ill ' ''lIIplionce: nf th< ICAO polietc::.. l' urthcr, it needs 10 be
observed thnt Arti III IO,2.:! cle:a rh' m.rkes the ' rant If .1 P1)1'0\ al, within il period ,If 60 day~.
subject 10 the proposed ehar,;c' bdlll( ill compllancc \\'itb the princi ples set out in Article 10.2,1,
i.e., th ' ((;AO policies,

2, lIa s ~<1 011 the "I 1'(, 1I 1111crstnnoJ ill ' this Ministl')' hod 50ur :111
d ari licat illll, / ill(urlllal ion!doC'lIlh lib tor "lIll1iuclinf: dilige:IICl'. 11lC table helll\\' provides the 11, 1
of information rvquh vd .UH! 1111 ' "" . llll~ IIf sllhrni. ~ifl n Iht'l"\°ll; (rum your emf.

\
'. p

~, '.~
\\,

\ ' "";' j
' ''\o~.t. ~..... .......
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!i I e "rll!i"ali ' lIl 11""1 ';I IIllI llJl)' :\ lllh llllS Ihl l l i " \I:dl" ,J I : ,I, .TI~III SJ); lI'{ " 1 1 tU IIII ", 11I h',· hil1")I1~\ "m'·..,....x " liS h"cn (' "f 11 ", ,..1 n, .1i"" r,. it~1 UIII hll\" ho~n I r 1\ ..)

( ,t: Olno\\, ' _11, -"- - ";'i,,"""'" ;,( h", ';;"1,"" ".,-mo,;' ';:;;ii;1"iiTA';;1~
':C1 'llll!!"'1I1IlJlIg " I ,' " '1 _ . . . ' " ' ' .

/.7 I Cllll" ""-,~on "/:'-""11 " '01 , .1\"IiI,' I! I,'_
; 11 ! 1l""""'''"1111".1JI", " '· ·n, '"'"/""')' a," I" ,""1:""111, I ' \\'a llal,!,.I rccci" ."

I.!i -- .. -LI~i ll!,.I~~a!I~'lJ!!! 1 L('II.·, . ' . - -:~T~!!)!;:- _~
f'!," ,.-';"Il!!"" " 'CO'! I~" " ", /I ." ""!"'!!b'g",,,_ _.__ 1""~.!-------:
" .---- ..!l'",,~, ')['"'~" " "'I" "I""''''''m'!!!.___~. A""'''L . _
I :! I""""''''''' fm", '10.. ""'"'"" ""d/l"", I'm,' d'"g A,. d"hi, ]'- - .l!tl.!!!!S.!illl:~:J!M.I'Sl''' ' !~ !:'~!!IE.I!.J:!!:'!!. ~~ .__ ~_

(13 ICll"Ii(j"lllinli h) II" " '!m/>'1 l1Y III'O\'id/lI/: ,1"lnil, of A"Hflllble 1
! .. - -- '"'>!"ill'!"••'~", ,''' ',,1 '.'_, __ " '_,_ , _,, , __. _ ,
r 1./ Cnpi.." u( l1).:/"'·" n \l' II I, ""llI'eco lhu Ilirp" : l """'pa ",I' 1I""ikd

{I" '----· ~:~'*~;'~!.ii~T,!,:";' ("l';;.'""h;;;;;" ",;,."-'f " A...'fi",- "
lhl: I'C\'''1lIIl' /lrujw tlull (split In to nCnlllOll llcal alld I
IlUIl -acroIlU ll~k!!IUr ,,: Ih!'.J!!:!!i.~~~ __. .. __ . _ _

:l. ,', J"" """Id " b, OJ ve, " Is ,10,. d,,'"J' I" II"'''i'hI"g ,,' '",,, ', II, in f",m"110" by ",<I. 'i,'.1,
b"" I"" ",,,"d d,,,nuvernm,"" nf '''' Ii" f,,, '" ""ki""",b,",' "d",,",'" d"" "" ,.10"...., "''',"w,I
10)' III",."", ''''' , ',''"" "id,",,,I in ,', '" '"Ii""". "fd". " .,In ",I.."" "...1'h'''.''r ,,,",","",'" I"
Ihl' lIl aUl'r. :b SI"'h, Ih" n ' IIi1s h"e ll II' , IIp/lI l1l t "nilit' jlll r! " r lh " (;U\'lll'l llllcnt uf Iudill.

" I" 'i'","f ' 10" I~" Ii"" """ ,"I, ,,,,, , .. '" d,~",, ' ,,, "' ''''' vou ,,, "m"'d" II""",,,I".
I"f""'''Ii'' '', at '10, ' "Ii"',. so as ,,, " '" " ,,. 110, "m'''''''" , ,,' to cone ude '10,

01
11",,, ,,, ' """,,, OJ"I

,nk a Ii".1"'0w ,,, ""J>'" "rII", I""'"""I,sub" 'I"d ~. 111<1 I. Th,,",,,1'1 'Y ,,' C;,il A'i'd""
h ,c< Ii,,,,,,", ", ";'1""'""" '''d """I'"" tn- on '.'1"r II ',II. su II,,,, '10, pmj"" ""d '10, I"'g,.,il\l cll" ; I ~ " f tl", n~l'r PlIhJie d ll llll l ' 1Il1i 'r,

s. In 110,. """ "'Ii"",.III<II. I," "",",,,I ,,, ",,)'" ""... « Il" " "1-- p", d'I"'"10" oJ"'"""","""",,,. '"d, ,«"" r""" U>""" Of'" ou ,,,, '",I,,," " 10"" , ./1,I" I,,), "10,, II '''' ,,,,,,,.,,,, "r""
'1",Ii,,'hl, '''''' '' ..."'"10",. nJ' \L "'''r "',,'''' "" "Ii" II"",..", ""I"" pi"" Wllld" " "",,,,, ofII,~1lI0'"h,.

6, '/)", I""", """, II'" '1'1'''''''1 ,,"II",,,,,"r&." f,,,Qi,,, A'i" i"" (I",I""""d,," 01""" "I

YOll r.~ fa i lh fu lly,

(Sandccp P.rllk llSh )
Oil·ce ll.,.

Tel Nll' 2 '161602 1;
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l.C. SIAL's letter to MoCA asking for revision in domestic UDF to INR 375

,'r ", : . , ~ . Bengaluru
I ,n R"" 10 Al
AIRPORT

Jilnu~ry D . 200'1

/'.\r. /'.\. Madhavan Nambia ,
Secre tary to the Governmen of India
Min istry of (11111 Avia t ion
Ral lv Gandhi Bhawan
Safdarj ung Airport
New DeIhl 11000 3

Sub: Ad-hoc Domestic UDF for BIAL

Op.ilr Sir ,

We make re ference to your tetter dated 9'" January , 2009 in which you approved an ad -hoc
Domest lc UDF of Rs. 2601 per departing passenger . As per the aforemen t io ned letter . we
have sta rted collec ti ng this fee ef fective 16'· January . 2009 and the whole procedure is gomll
on well WIthou t any mconvcmence to the passengers ,

We take note that the Minist ry has. f or the t ime being approved an ad -hoc deme sne UOF.
However . even lor an ad-hoc UDF. we had expec ted a significantly higher am ount. This
expect a tio n can be expl ained by three facts:

1. BIAL has to resume immediately th e process for the next expansion. An ad -nee UDF of Rs.
260/ · docs not allow any expendi tures of this kind .

2. The presen t tr aff ic volume Is much low er than anticipated 16.2 rmo instead
01 8.3 mio domest ic passengers from Ai rport Opening Date IAOD) t ill 31" March. 2009).

3. The delay In the UDF approval has resul ted in significant losses for BIAL during the last
seven mon ths since AOD.

Based on these facts. we consider an interim ad -hoc UDF amount of Rs. 375 / · as reasonable
and justifiable , pending fina l approval by the Min ist ry I Regulator.

We therefore kindly request you to reconsider this. We will fo rmally answer to the questions
raised by you in your leiter da ted 9'0 January. 2009 in the next few days.

Than king you .

Yours fil it hfull y .
for BANGALORE INTERNATIONAL AIRPORT LIMITED

~{//'--~
AI:j~ Brunner
Ol ef Execllt lve Of t leer

C C: Mr . Stoe ckl -Pukal l , Embassy o f Germany. Delhi
Mr. D. Ffc ihofer . Embassy of Swmcrl 'lI1u. Delh i
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1.0. SIAL's letter to MoCA asking for revision in domestic UDF to INR 375 at par with Hyderabad
airport

Bangalore Internat ional Airpor t limit ed

. 8Ga. :.n- lJ < ~f 'om

Outer~ · ng ~o.ao. ,..... e ~ OJ

3a.!"l galorl! 56Q02.4

- a.<J1 so J3,5.:::)OOO F ...~, _0 )133~=C o'VW h DII ,a'rc.cJr'"",C C~

BIAlIMoCA/UDF

Secretary to the Government of India
Ministry of ClvH Aviation
Rajlv Gandhi Bhawan
Safdarjung Airport
New Delhi 110003

Kind Attention: Mr. Sandeep Prakash, lAS, DlrliCtor

Sub: Domestic User Development Fee (UDF) at BIA

Sir.

February 18, 2009

Reference is invited to the Ministry letter No. AV.20036/007l2oo8·AD dated 9"' January, 2009
approving levy of domestic UDF of Rs. 260/· inclusive of taxes on ad-hoc basis with effect
from 16'h January, 2009.

We request you to kindly approve the domestic adhoc UDF exclusive of taxes in order that
BIAL realises the full amount of Rs. 260/· per departing domestic passenger. It becomes
therefore necessary to revise the UDF payable to Rs . 300/- inclusive of taxes. Thts rounded
off amount of Rs. 300/· is suggestedto facilitate convenient transaction by passengers.

Notwithstanding the above, we reiterate our request for a revision in the domestic adhoc UDF
to atleast Rs. 375/ - per departing passenger (on par with that of Hyderabad Interna ttonal
Airport Limited) pending a final decision on the quantum.

We will be grateful to you for an early actton .

Thanking you,

Yours faithfully,
for 8ANGALORE INTERNATIONAL AIRPORT LIMITED

lA!~",
Chief Executive Officer
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I.E. MoCA's letter to AERA to consider the request from BIAL

( I I
~/

F. No. AV.20036/o14/2009-AD
Government of India

Ministry of Civil Aviation
AD Section

To,
Shri Sandeep Prakash,
Secretary,
Airports Economic Regulatory Authority of India,
Safdarjung Airport,
New Delhi.

Safdarjung Airport, New Delhi,
Dated 06.10.2009.

{>1)~

.~---Sub: Determination of UDF by AERA- pcnding cases to be transfcrrcd to
AERA. n

I!-v .....
Sir, /J8o"J .

I am directed to refer to d.o. letter No. AERA/20011/DIAL-DF/2009 dated
10.09.2009 from Cha irman, AERA on the above-mentioned su bject and to forward
herewith a set of the relevant extracts of files and correspondence (photocopies) of
the prop osals received from Mi s I3IAL and l-HAL pertaining to determination of UDF
at Bangalore International Airport, Devcnahalli and Rajiv Gandhi International
Airport, Shamshabad for further necessary action, as desired. The relevant
agreements executed in this regard are available on this Ministry's web-site.

End:
(i)

(ii)

(iii)
(iv)

( a Nand)
Under Secretary to thc Government of India.

Tcle-24640214·

Relevant extract of not ings of files and correspondences relating to
determination of I3IAL's UDF,
Relevant extract of notings of files and correspondences relating to

determination of l-IlAL's UDF.
Mi s CRISIL 's reportj!nprigij1al} received from AAI. . . ," I

Independent Engineers' report in respect of Mis I3IAL (ill original).
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I.F. SIAL's letter to AERA in response to Authority 's follow-ups

~
Bengaluru

INTERNATIONAL
AIRPORT

PAGE 01/01

\
<,

\.

www.benga1uruairport.com

AdlTini!>trat ion OIock
Dengaluru International Airport
Oe",nahalli. Dangalore - 560300 Inriia

T '9' 80 6678>4>5 F '9' 80 667§ 3366

,./ "" ~
I l~a nga lo re International Airport Limited

~

January 22, 2010

Mr. Sandeep Prakash §
Secretary 1f1J V
Airports Economic Regulatory Authority of India ' _. /'"
Room No, j~4 /
Rajiv Gandhi Bhavan ".-
New Deihl 110 003

Sub: User Development Fee

DearSir,

This Is with reference to the application of BIAL for an increase In UDF. As you may be
aware GVK has taken over the Management of BIAL w.e.f. 1,9" January, 2010. Whereas
there is definitely a need for Increase in UDF, 61AL would like to understand tn detail the
parameters for sanctfon of UDF In the process of being fina(lzed by AERA, Once the
parameters are understood, BIAL will submit the appropriate Information at the earliest
possible.

Thanking you for your support,

Yourssincerely,r'ANGALORE INITRNATIONAL AIRPORT LIMITED

.,;,.J~~W'h1"
Chief Executive Officer
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I.G. Reference of UDF in the Concession Agreement

Schedule 6
Regulated Charges

Pursuant to the pnncrples set out in Article 102 of this Agreement, SIAL shall be entitled to levy

and recover from airline operators, passerqers and other users and in respect of both domeslic

and international aircraft and passenger movements, at rates consistent with ICAO Policies , the

following Regulated Charges'

(i) Landing, Housing and Parking charges (Domestic and International):

The charges to be adOpled by SIAL atttle lime of airport opening will be the higher of:

(a) The AAI tariff effective 2001 duly increased with Inflation Index, as set out hereunder,

upto the airport opening date Or

(b) The then prevailing tariff at the other AAI airports

(ii) r'aG3cngcr Service fee (Dome~ticand IntellldliuII<lI) .

The charges to be adopted by HIAI at tha timp nf airport opening will be the higher of

a) The AAI tariff effective 2001 duly increased with inflation Index, as set out hereunder,

upto the airport opening date Or

b) The then prevailing Passenger Service Fee at the other AAI airports

The Passenger Service Fee chargeable by SIAL, as given above , is inclusive of the cost of

Security Expenditure on Central Industrial security Force (CISF) . This component of cost

towards Security Expenditure on CISF shall be revised upwards by SIAL as and when

directed by GOI

(iii) User Development Fee (UDF) (Domestic and International):

SIAL will be allowed to levy UDF, w.e.! Airport Openirt;l Date, duly increased in [he

SUbsequent years with inflation index as set out hereunder, from embarking domestic and

intemational passengers, for the provision of passenger amenities, services and facililies and the

UDF will be used for the development, management, maintenance, operation and expansion of the

facilities at the Airport.

The Regulated Charges set out in SchedUle 6 shall be the indicative charges at the

Airport . Prior to Airport Opening SIAL shall seek approval from the Ministry of Civil Aviation for the

RegUlated Charges, which shall be based on the final audited project cost.

Note : (a) Charges will be calculated on the basis of nearest MT (i.e. 1000 kgs)

(b) The minimum fee for per single landing will be INR 1000.0

(c) Peak hour surcharge on International landing between 2301 hrs (1ST) to 2400 hrs

(1ST)will be 5%

(d) If US $ rates are to be charged the following rule for conversion, USS into INR the rate

as on the 1'1day of the month for 1" fortmght billing period and rates as on 16'h of the

month for the 2"· fortnightly billing period, will be appl icable

(e) All Tariffs are net for SIAL. Any taxes such as Service tax, if applicable, will be over

and above the tariff proposed.

72
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I.H.Changes proposed to SIAL's submission in Consultation Paper no. 14/2013-14 dated 261h June

2013 fCP 14) for determination of aeronautical tariffs of SIAL for the First Control Period under

single till

• Changes proposed to BIAL's submission as given in Table 8 of Consultation Paper no. 14/

2013-14 dated 261h June 20 13 (CP 14) for determination of aeronautical tariffs of SIAL for

the First Control Period under single till is detailed below:

Table 195: Changes proposed to RIAL's submission as given in Table 8 of CP14

Particulars Claim by RIAL Observations by Authority

Claimed as Interest cost /
The Authority notes that these are based on the audited

Cost of Debt
average loan balance

details of the Interest Cost and Debt balances and hence
considered as such.

The cost of equity proposed to be considered lor BIAL lor

Cost of Equity 24.4%
the control period is proposed to be allowed for the pre-
control period also. Refer Para 13 below on Cost of
Equity wherein the Cost of Equity at 16% is proposed.

Equity considered lor the
purpose of Gearing. has been
computed conslderlng Equity

There have been cumulative losses during the first 2
excluding losses in case of

fair Rate of
Accumulated P&L having

years, as can be seen from the audited financi al
Return

Debit balance and including
statements. Hence the Authority proposes to accept the

P&L balance in case of
methodology submitted by RIAL.

Accumulated P&L being in
credit.

Average RAR as per books
In view the Airport Operations commencing on 23rd May

has been considered except
2008. the Operator did not have a significant Opening
Asset Base as of 1st April 2008, with which the average

Regulatory
lor Ist year of operations

asset base (as prescribed in Direction 5) could be
Asset base

where the closing RAB has
considered.

considered lor
been considered

Hence Authority proposes to consider the submission
return

proportionate to the number
made by I3IAL. The Authority has considered foreign

of days in Operation of the
Exchanges loss / gain values capitalized to the asset

airport (312 days of 365
values. and appropriately adjusted the RAB on this

days)
account.

Depreciation Considered as per books
The Authority proposes to consider the proposal
submitted by BIAL.

As per audited tlnancials.
Bad Debts Provisions arc not proposed to be included as

Operating excluding: Forex gains/
part of the Operating Expenditure lor computation of

Expenditure losses
shortfall.

Including Bad debts

Total tax payment (both
charged off to P&L and

Income Tax carried as credit in books) Submission is proposed to be considered.
has been considered for
claim

The Authority noted that. while considering the
Revenue from

As per financials
Aeronautical Income and Non-Aeronautical Income.

Operations BIAL has not considered Interest Income which forms
part of the "Other Income" in tinancials. The Interest
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Particulars Claim by BIAL Observations by Authority

Income earned is proposed to be included as part of Non-
Aeronautical revenue and adjusted from the ARR, in
computation of the shortfall.
The Authority notes that S IAL has submitted certificate
from a Chartered Accountant detailing the Interest
received on the Security Deposit received ti ll' a hotel
project. The Authority proposes to consider the Interest
Income, excluding the Interest earned on hotel deposits as
part of the Non-Aeronautical Revenues.

Opening accumulated losses
The Authority proposes to compute WACC considering

as of Ist April 2008 - Rs.
the full value of Equity invested (without reducing the

Opening P&L
53.3 Crores has been

Accumulated losses). Hence. the Authority proposes not
Shortlall

claimed as Shortfall in 2008-
to allow accumulated losses as of Airport opening date

09
(i.e, Rs. 53.3 Crores) to be added to the shortfall

computations.

Calculation of Reimbursement of OMSA
Authority has examined the issue of the OMSA Ice

Concession Pee Pee at 2% and Concession
payable to Mis Unique in Para 17.67.3 below. The

and OivlSA Pee Pee at 4% as the same is
Authority has allowed OMSA Pee at 1.29% as was paid

on the Pre- payable on any revenue
by BIAL to Mi s Unique (though ill the agreement the
OivlSA Fee has a ceiling 01' 2%). It proposes to allow the

control shortfall earned by BIAL.
Concession Fee of 4% as per the Concession Agreement.

• The shortfall claim considered by Authority in Consultation Paper no. 14/ 2013-14 dated
26th June 2013 (CP 14)for determination ofaeronautical tariffs of SIAL for the First Control
Period under single till is given in table below:

Table 196: Shortfall claim considered by the Authority

Particulars FY 2009 FY 2010 FY2011 Total

Fair rate of return on RAB 132.62 164.27 161.39 458.28

Depreciation 113.46 134.40 135.31 383.17

Opex 146.26 163.60 176.10 485.96

Income Tax 0.86 8.78 29.6 1 39.25

Aggregate Revenue Requirement 393.20 471.06 502.40 1366.66

Less: Revenue from operations (Aero
revenue. non - aero revenue and interest (315.41) (474.0 1) (559.9 1) ( 1349.33)

income)

Net shortfall 77.79 (2.96) (57.5 1) 17.32

Add: Calculation of concession lee and
OivlSA Icc on the pre-control period 4.34 (0.17 ) (3.2 1) 4.17

shortfall

Total claim 82.13 (3.12) (60.72) 18.29

Compounding factor 1.18 1.09 1.00

Compounded value 97,30 (3.41 ) (60.72) 33.17
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1.1. Shortfall claim considered by the Authority in Consultation Paper no. 22/201 3-14 dated 24'h
January 2014 which was an addendum to CP14 (CP22) under shared till

a) The shortfall claim considered by the Authority after making necessary changes based on ElL
report is given below:

Table 197: Shortfall claim considered by the Authority in CP22

Particulars FY 2009 FY 2010 FY 2011 Total

Fair rate of' return on RAI3 \27.15 160.54 \57 .74 445.43

Depreciation 109.27 129.5\ 130.41 369.19

Opex 146.28 163.64 176.08 486

Income Tax 0.86 8.70 29.62 39.18

Aggregate Revenue Requirement 383.56 462.38 493.85 1339.79

Less: Revenue from operations (Aero
revenue. non - aero revenue and interest (3 15.4 1) (474.22) (559.88) -1349.51
income)

Net shortfall 68.15 ( 11.83) (66.02) -9.7

Add: Calculation of concession lee and
OMSA fee on the pre-control period 3.8 1 (0.66) (3.69) -0.54

shortfall

Total claim 71.95 (12.49) (69.71) -10.25

Compounding factor 1.18 1.09 1.00

Compounded value 85.24 (13.65) (69.71) 1.88

I.J . Stakeholder responses and extracts from AERA Act

a) The authority also noted the response from various stakeholders on the Pre-control period
losses. Some of the responses are mentioned below:

British Airways - .....on the issue of pre-control period losses. AERA should not have

retrospective jurisdiction over the period prior to its f ormation in Sept ember 2009, as there

was already a regulator during that period (the Ministry) . AERA should therefore exclude the

period up to September 2009 when assessing pre-control period losses ... ,.

lATA - "AERA was established by the Indian Government through notification no GSR 3/7

(E) dated 12 May 2009. Prior to the establishment 0/AERA, the Ministry a/Civil Aviation was

the de/acto economic regulator. lATA is of the strong view that legally , the Author ity does not

have jurisdiction over the period prior to its establishment and espec ially since there was a

separate entity performing the regulat or's role at that time i.e. the Ministry. Therefore, in

assessing the pre-control period claim, the period between 24 Iltlay 2008 (the airport opening)

atul May 2009 (the establishment ofA ERA) should be excluded. This prin ciple should be

observed notwithstanding the magnitude of the pre-control period claim. Therefore, the

Authority 's proposed pre-control losses of Rs33./ 7 Crore should be re-comput ed... ..

b) In addition to the above comments from stakeholders, the Authority also noted from the AERA
act that "The AERA Act came into being on 1st January 2009 when the Gol notified AERA
Act. The powers ofdctermination of charges of aeronautical services as well as UD F, etc. were
conferred to the Authority by the Gol on lst September 2009 when Chapter 3 of the AERA Act
was notified."
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I.K.Changes proposed by Authority in Second Control Period and recomputed ARR

a) The Authority made the following changes to BIAL's submission in the Second Control Period:

• Consider the expenses allocation ratio considered by the Authority for the First Control
Period for pre-control period also.

• Consider the asset allocation ratio considered by the Authority for the First Control Period
for pre-control period also.

• The Authority noted that BIAL had considered pre-Airport opening Date opening day
losses as part of first year operating expenditure. This was proposed to be disallowed by
the Authority.

• Consider return on equity at 16% against 21.48% considered by BIAL

• Gearing ratio error and rate multiple corrected

• Consider CGF as aeronautical revenues

• Utility recovery which was considered by BIAL as Non-Aero Income adjusted with Opex

• Interest income considered fully, without excluding interest from cash received from Hotel
as LJeposit

• Rental income considered tor Land given on lease to Airport Hotel

• Rental revenues received from Concessionaires rendering Aeronautical Services
considered as Aeronautical Income

• Adjustment to RAB as per ElL report

b) The over recovery computed and proposed to be deducted from the ARR for the Second Control
Period of BIAL as per Table 5 of Second Control Period order is given below:

Table 198: Recomputed pre-control period ARR and (Under) / Over recovery by AERA in
Second Control Period order under 40% shared till

Particulars FY 2009 FY 2010 FY2011 Total

Average RAB lor calculating ARR 1,565.26 1.516.85 1.413.96

fair Rate of Return 8.33% 9.16% 9.80%

Return on Assets 111.47 138.91 138.60

we interest 0.00 1.18 0.73 1.91

Depreciation 97.20 116.05 116.27 329.52

apex 123.08 132.05 136.22 391.35

Estimated ITreimbursement 0.00 3.17 12.08 15.25

Total gross ARR 331.75 391.35 403 .90 1,127.00

Less: 40% of non- aero revenues (33.33) (38.72) (52.28) -124 .33

Add: Concession fee on regulated charges 9.64 15.54 17.63 42.81

Net ARR 308.06 368.18 369.25 1,045.49

Actual revenues 241.04 388.46 440.70 1,070.20

Over/(Under Recovery) -67.03 20.28 71.45 24.70

Overt (Under Recovery) from September
11.83 71.45 83.28

2009
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Particulars FY 2009 FY 2010 FY 2011 Total

Overt (Und er Recovery) indexed till 1st
141.55

April 2016
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1.L. Stakeholder's comments in Second Control Period and Authority's response

a) Some relevant comments given by various stakeholders on Authority 's analysis of pre-control
period shortfall is given below:

• APAO: ... ..We would like to draw the Authority's attention to the Hon'ble TDSAT Order
wherein the Tribunal has rejected a technical plea contending that the regulator had no

jurisdiction to determine tariffs for a period prior to the notification of its powers in
September 2009. The tribunal upheld that there is no express or implied embargo

prohibiting the Authority from regulating prior to notification of its powers for tariff
determination. In fact, the Hon'ble TDSAT order has clarified that any tariff determ ination

exercise left unfinished by the Central government could be finished by AERA once it was
legally constituted. In addition, Para 67 of the Hon'ble TDSAT Order clearly slates that

the Central Government was fully aware of the tariff determination exercise by the
Authority in the case of DIAL for the period as it has issued communications relating to

tariff fixation without any objections. In such a scenario , the Tribunal observed that it would
be futile to direct the Central Government to go through the formality of fixing tariffs when
it cannot complete the exercise in a meaningful and proper manner so as to avoid retrospect
impact and delay. Finally, it was also mentioned that Section 13 of the AERA Act "gives
sufficient latitude in selecting an appropriate beginning of'the first regulator term of 5 years
subject to rules of transparency and fairness. This clearly dismisses the argument of the
authority not having jurisdiction over the period prior to notification of its powers."

• HIAL: " .. .Also, thc appellate tribunal (-Ion'ble TDSAT in a recent case of Delhi
International Airport Limited (DIAL) had dealt with similar issue and ordered the
following: "Once AERA was legally constituted from September 2009, the unfinished
exercise could have been finished only by AERA. Clearly , the central government has the
authority to consult independent expert body for the period between 01.04.2009 and
01.09.2009 when AERA came into existence. The exercise by AERA for that period has
been within the knowledge of central government which has issued communications
relating to tariff formulation. In absence of any objection from any quarters including
central government, it would be futile to direct the Central Government to go through the
formality of fixing the tariffs for the 5 months between April'2009 and August'2009 when
Central Government cannot exercise in a meaningful and proper manner so as to avoid
retrospectively any delay." The above order clearly states that AERA has stepped into
MoCA role as far as tariff determination is concerned and any unfinished work of MoCA
has to be completed by AERA..."

• lATA : " .. .For the First Control Period AERA used a 40% shared till but was clear that the
true up mechanism would be made on a Single till basis. However, it is now proposing to
change such decision and to adopt a true up on the basis of a 40% shared till on the basis

of "expansion needs". AERA should not change its decision solely on the basis of capital
expenditure needs as that would spare shareholders from the responsibility to provide

adequate capital to finance investments. Moreover, it would constitute prefunding, and on
top, the capex will be included in the RAB and the company would be remunerated for
it. .. "

• Siemens:" ... In case of major airports in India, including BIAL as mandated by law,
aeronautic al tariffs are to be regulated and an airport operator cannot suo moto adjust /
increase its tariffs even to recover any losses. In these circumstances, non - consideration
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of such losses incurred by the authority would lead to BIAL bearing these losses - which
is against the basic principles of economic regulation regime in the country ... "

• BIAL's response to AERA's treatment basis the ElL report: ..... BIAL would like to
highlight that while the authority has not considered performance of the airport for the pre
control period before September 2009, the Authority has disallowed costs incurred eve
prior to September 2009, based on ElL report (disallowance from opening RAB as of241h

May 2008 by INR 69.45 cr.). .."

• BIAL also mentioned that ·' ... the CA ofBIAL provides for tariff determination either by
the Ministry of by the Independent Regulatory Authority (IRA) as the case may be. Initially,
the ministry determined the ad - hoc tariffs where final tariffs were to be determined during
a subsequent period. The authority is proposing to consider tariffs from September 2009
rather than inception of the airport leaving the tariffdetermination incomplete for the period
from inception of airport to Septembel'2009 ... "

• BIAL's submission on over - recovery: " .. .BIAL requests the Authority not to reduce
purported over recovery until such time that the Hon'ble TDSAT decides on the issue... "

b) The Authority's analysis on the various stakeholder comments as well as on the submissions of
BIAL is given below:

"The Authority notes that BIAL and the stakeholders supporting its claimfor pre-control period

losses have placed a good deal of emphasis on the Hon 'ble TDSAT order on the fixation of"

control periodfor DIAL. In the case of DIAL. the choice ofthe control period was the main

issue. The State Support Agreement of DIAL stipulated that the tariff determination should

commencefrom the fourth year ofoperations by DIAL and therefore the Authority decided to
fix the control periodfrom I" April 2009 more as a mailer ofconvenience since thefinancial

accounting periodstartsfrom 1" April and it would have been cumbersome and time consuming

to separate the accounts from I" September. The Authority is of the view that the Hon'ble

TDSAT has upheld this practical stand taken by the Authority in its order relating to first

control period order for DIAL. The Hon'ble Tribunal had noted that prior to the formation of

AERA tf"Moe.A had started the process of tariff determination it could not have finalised it

within the short period available and therefore the unfinished work would have to be rightly

entrusted to AERA which was by then in place. This should not be used as the ground for

retrospective toriffdeterminouonfor a period prior to the control periodfixed by AERA and a

period prior to formation of AERA. Process of going beyond the determined control period

could reslilt in never ending claimsfrom other airports viz. AAI airports etc. "

"The Authority also notes BlAL's request to alternatively not determine Pre-control period

shortfall / over-recovery till the Appellate Tribunal decides on the appeal filed by BIAL. The

Authority had in its Consultation Paper proposed to deduct the over recovery for the period

from lst September 2009 mainly on the ground that the approach and methodology should be

consistent in the case of HIAL & BIAL. BIAL had approached the Authority to mitigate its

losses during the pre-control period. Normally, the Authority should confine the process of

tariff determination only to the control period. In case any Airport Operator claims hardship

by W(~J' oflosses. the Authority might consider it, from the date ofits formation. And ifthere is

no hardship, the right approach would be to ignore the transaction prior to the control period

and limit itselfto the tariff determination for the control period only as decided in the tariff

order forthe first control period. Besides, the Authority notes that this matter is sub-judice and
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the authority would take a suitable view in accordance with the orders ofthe Appellate tribunal

in this matter.
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