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2 BACKGROUND

2.1 Indian Oil Skytanking Private Limited (IOSL) is a JVC between IOCL (50%) and Skytanking
Holdings GmbH, Germany (50%). Pursuant to Concession & Operating Agreement between
I0OSL and BIAL for 20 years from 24.05.2008, |OSL handles the fuel farm facility and ITP
services at Kempegowda International Airport, Bangalore. 10SL has submitted that the fuel
farm facility is based on open access model wherein airlines may source their own fuel from
any oil company and use the fuel farm's storage facilities at agreed price levels.

22 The Authority had considered the MYTP (for the first Control Period from 01.04.2011 to
31.03.2016) submitted by IOSL for providing fuel farm services at KIA Airport and Iissued
Order No. 05/2013-14 dated 04.04.2013. which- inter alia, provided the following:

2.2.1 The infrastructure l:harge in. raspect r:lf the fuel farm services provided by IOSL at KIA
Airport for the first control paﬁnd Tmm Ei1 04.2011 to 31.03.2016 would be determined
under 'Light Touch Approach’.

2.2.2 The Authority noted that the tariff item, i.e., "Fuel Throughput Fee" has two
components: "Airport Uperatdr Fue"”ﬁhﬁ "Operating Cost & Reserve Fund." The
Authority decided to ﬂetemww the “Airport Operator Fee" component of the tariff
Items, "Fuel Thmugnput Fee" as parl; of the exercise of determination of tariffs for
aeronautical services provided b',r BIAL at KIA, Bengaluru.

2.2.3 The Authority decided that for the time being, the "Airport Operator Fee" component of
"Fuel Throughput Fee" would be determined at 1067/KL, till its appropriate final
determination as part of aeronautical tariffs in respect of Bangalore International
Airport - based on the tariffs proposal submitted by BIAL. "Airport Operator Fee" is
charged by BIAL; towards the aarnnauﬂ_gﬁ_i";_sjgwicsi of supply of fuel provided by it

2.2.4 The Authority determined the "Operating Cost and. Reserve Fund" component of the
“Fuel Throughput Fee" tariff item as 2433/KL for Fuel Farm Services provided by 10SL
at KIA, Bengaluru for the first control period (i.e., from 1.4.2011 to 31.3.20186).

23 Subsequently I0SL has apprua:heﬂ the Aul'.horily with its MYTP seeking approval on
increase in tariff for "Dparatlng Cost and Reserve Fund" component of the "Fuel Throughput
Fee" (referred to as FIC in this consultation paper) by ¥200/ KL (revised fee would be
Rs.633/KL), "Airport Operator Fee" component of FIC shall continue to be charged at 21067/
KL. Accordingly, the revised FIC proposed by IOSL is 1700/ KL for the second control
period from 01.04.2016 to 31.03.2021.

2.4 10SL has filed its MYTP submissions vide their letter dated 8" March 2016 before the
Authority. 10SL filed auxiliary submissions dated 22.02:2017, 03.03.2017, 19.04.2017,
02.05.2017 and 10.07.2017.

25  Further, vide Order No. 19/ 2016-17 dated 20Thiiagng017 issued by the Authority, IOSL
may be allowed to continue levy of the
tariffs for the second control period.
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3.
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METHODOLOGY FOR TARIFF CALCULATION

3.1

3.2

3.3

3.4

3.5

3.6

As stipulated in the CGF Guidelines, the Authority shall follow a three stage process for
determining its approach to the regulation of a regulated service -

3.1.1 Materiality Assessment;
3.1.2 Competition Assessment;

3.1.3 Assessment of reasonableness of the User Agreements between the service
providers and the users of the regulated services.

Based on the Authority's reView as described above where the Regulated Service(s)
provided are deemed:

321 'not material, the Authority shall-determine Tarifi(s) for Service Provider(s) based on a
light touch approach for the duration of the Control Period

3.2.2 'material but competitive',the Authrity shall determine Tariff(s) for Service Provider(s)
based on a light touch apprﬁaah fﬂr-tha duration of the Control Period

3.2.3 'material and not competﬂiue nut 'where the Authority is assured of the
reasonableness of the L&xlsﬂng Us#r Fagraement{s} the Authority shall determine
Tariff(s) for Service Provider(s) hmdﬂna light touch approach for the duration of the

3.24 'malerial and not competitive’ and where the Authority is not assured of the
reasonableness of the existing User Agreement(s), the Authority shall determine
Tarifi(s) based on price cap approach for the duration of the Control Period,

Based on I0SL's submission, the materiality index with respect to services provided for
supply of fuel to aircraft at KIA, is more than 5% materiality index fixed for assessing the
materiality of the subject regulated service. Hence the service is deemed to be "material”.

The CGF Guidelines provide that where a Regulated Service is being provided at a major
airport by two or more Service Provider(s), it shall be deemed "competitive” at that airport
and if such service is' pravlded by less than two Service Provider(s), it shall be deemed “not
competitive”, The Guidelines also prwida that the Authority may in its discretion consider
such other additional evidence regarding reasonableness of competition, as it may deem fit
and the determination of number of Service Provider(s) at a major airport shall include the
Airport Operator, If the Airport Operator is also providing Regulated Service(s) at that major
airport.

In the instant case, the Fuel Farm services at KIA is being provided by solely by I0SL.
Hence, the service is deemed to be “not competitive”.

The Authority has noted that as per the Guidelines, based on the assessment of
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Agreement(s) and where the Authority is assured of the reasonableness of the existing User
Agreement(s), the Authority shall determine Tariff(s) for the service providers based on a

light touch approach.

37 Regarding Reasonableness of User Agreement(s), the CGF Guidelines provide that the
Authority shall consider the existing User Agreement{s) as reasonable provided that:

3.7.1 ") The service provider submits existing User Agreement(s) belween the Service
Provider and all the User(s) of the Regulated Service(s), clearly indicating the tariff(s)
that are agreed to between the Service Provider and the User(s) of the Regulated
Service(s), and o

(i) The User(s) of !hﬂ' Ragu.'atud S&wmers) have nol raised any reasonable objections
or concems In ragard tr:.I ‘tbs ex.'stmg User Agreemeni(s), which have not been
appropriately addmssed '.

Provided that the Authant]r may .’n its discretion consider such other additional
evidence regarding mamaﬂaness D.f User Agreement(s), as it may deem fit."

3.8 The Authority noted that IDSL was set up. aaaant}aily to provide common access to all
suppliers of fuel and remalnsa rrlnnoi:aolr pmvldaf of infrastructure of fuel supply. Hence, the
Authority has decided to determine tanﬂ’ for fuel supply service provided by IOSL at KIA,

Bengaluru under price cap regulation for the second control period.

3.9 For Regulated Service{s) deemed 'material and not competitive' and where the Authority is
not assured of the reasonableness of the existing User Agreement(s), the Authority shall
calculate the Aggregate Revenue Requirement (ARR) for the second control period on the
basis of the following Regulatury Building Elnl:ks

3.9.1 FairRateof Return lppliad to the Regulatﬂryﬁnssat Bpa; (FRoR x RAB)
Plus

3.9.2 Operation and Maintenance Expendilure (O)

. Plus
393 Depreciation (D) '

Plus
394 Taxation (T)

Minus

38.5 Revenue from services other than aeronautical services (NAR),

3.10 Based on the building blocks provided above, the formula for determining ARR under Hybrid

Till is as follows.
5
ARR = ZMRHJ and
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ARR; = (FRoR x RAB,) + D, + Oy + T, — NAR,
Where
‘t' is the Tariff Year in the Control Period;

ARR, is the Aggregale Revenue Requirement for year 't’;

FRoR is the Fair Rate of Return for the control period,

RAB, is the Regulatory Asset Base for the year 't';

D, is the Depreciation corresponding to the RAB for the year 't';

0, is the Operation and Maintenance Expenditure for the year ‘t, which includes
all expenditures incurred 'by the Airport Operator(s) including expenditure
incurred on stutuinrf_‘ﬁpamﬂnﬁﬁmts and other mandate operating costs;

T, is the corporate tax. for the year 't' paid by the airport operator on the
aeronautical profits; and

NAR, is the ravemie from u'a;_rjﬂd_ﬁe_s_ other than aeronautical services for the year

) § i ol (R I_Ii: I
Tl

3.11 The present value of total a'éi‘ﬂﬁa'utliﬁazil I‘E‘-Jﬂm.lla that is estimated to be realized each year
during the control period at proposed tariff levels is compared with the present value of the
ARR during the control period. In uaaa. the present value of estimated aeronautical revenue
during the control period is lower than the present value of ARR during the control period,
the airport operator may opt to increase the proposed tariff. In case the present value of
estimated aeronautical revenue is higher than the present value of the ARR then the airport
operator will have to reduce its proposed tariff. B

3.12 The detailed submissions provided by IOSL in"respect'of'theé Regulatory Building Blocks
have been discussed In the subsequent sections. e
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4, REGULATORY ASSET BASE (RAB) AND DEPRECIATION

4.1 As per clause 9.2 of the CGF guidelines, RAB assets shall be all fixed assets proposed by
the Service Provider(s), after providing for such exclusions therefrom or inclusions therein as
may be determined by the Authority,

4.2 The assets that substantially provide services not related to or not normally provided as part
of Regulated Service(s) may be excluded from the scope of RAB by the Authority, In its

discretion,

I0SL's submission — RAB and Depreciation
43 |OSL's submissions w.r.t cumﬁqnents'nf projeet costs are given below:

Table 1: Capital Expenditure during the nmitrpl parludl,’ln ¥ lakhs)

Added upto BTN N
Particulars FY 1617 | FY17-18 | FY 1819 | FY19-20 | FY 20-21
31.03.16 {41 Ll

Land & Building 649 325 - - - -
Plant & machinery R A Y
(including 8,229 ||'..2/947 | /- . 2,022 200 10,000 -
deadstock) e Rl g S
Computer & IT
assets (Including 19| H—1820 - - - ;i
software)
Office equipment 10 25 - - = &
Vehicles 13 45 - - = >
Furniture & fittings 11 - - & = -
Total 8,931 3,662 2,022 200 10,000 -

4.4  An estimated total :nveah'nent of ¥15,884 lakhs'is. plan-nad during the second control period
for facility augn'rantahun to meet the demand QFEWH'I rate at Bengaluru airport. Overview of
the planned investment in plant and machinery of 15 169 lakhs during the second control
period |s as follows:

Table 2; Details of capital expenditure during the second control period (in ¥ lakhs)

Estimated amount (in ¥
Year Capital Projects to be undertaken
lakhs)
FY16-17 Various Capital Works 2,947
FY17-18 New storage tank-Tank 22, 23. 2,022
FY18-18 \Valve Chambers covers replacement. 2,00
FY18-20 T2 Phase 1 A 10,000
Total 15,169

4.5 Details of estimated expenditure of ¥10,000 lakhs during FY19-20 pertaining to

Order No. 29/2017-18
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mmodate hydrant expansion at BIAL Apron are
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Table 3: Details of capital expenditure during FY19-20 (in ¥ lakhs)
Sr. Amount (in
No. Description ¥ lakhs)
Estimated cost for Design Construction and commissioning of above ground
1 ATF storage tank of capacity 3300 KL, 2 nos. 2,022
Estimated cost for Design Construction and commissioning of above ground Fire
2 Water storage tank of capacity 1140 KL, 2 nos, 800
Estimated cost for Upgradation of SCADA Software and PLC Hardware systems
3 and Associated integration works at Fuel Farm control room. 700
Estimated cost for Construction of 10 ft El:;u.mn:iarz.r wall with barbed wire fence as
4 per PESO Requirement 250
5 Estimated cost for Supply and Installatlan uf EEDU KVA stand-by transformer. 500
Estimated cost for Replacement of Exisﬂng FIrE F'l;'mp with higher capacity, (3
B fire pumps and 1 jockey pump). 65
T Estimated cost for Supply and Inatallaﬂnn of Fuel Hyrdrant pumps (2 Nos). 70
Estimated cost for Supply and Inatallaﬂﬁn of VFD and Associated Switch gear
8 for Hydrant Pumps (2 Nos). 100
Estimated cost for Design and rnstallailun of ﬁmﬂghﬂng facility at Tank Truck
g parking terminal. a0
10 | Estimated cost for Renovation of Guntrul Rmm to accommodate PLC cabinels. 35
Estimated cost for Expansion of Substation Bﬂilﬁinﬁ to accommodate additional
11 | switch gear, electric panels and cabling works. 250
12 | Estimated cost for Supply and installation of &ttdiﬁonal MLDBs for substation. 25
13 Estimated cost for Construction of a maintenance workshop at Fuel Farm, 32
14 | Estimated cost for Painting of four above ground ATF storage tanks. 40
15 | Estimated cost for West Apron Expansion Phase 3 (9 Stands) 1,111
16 Estimated cost for Terminal T2 Phase 1a (19 stands) 3618
Sub - total 9,648
GST @ 18% 1,737
Grand total 11,385

46 As per IOSL, value of minimum level of fuel or deadstock (‘Deadstock’) stored in fuel storage
tanks to be' capitalized during the'Second control period shall Be ¥440 lakhs. Deadstock has
been considered as a part of plant & machinery and is being depreciated at the rate of

4.7

depreciation of plant & machinery during the control period.

based on the guidelines provided in Schedule II of the Companies Act, 2013.

Order No. 29/2017-18
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48

I0SL in its submission has depreciated various assets as follows:

Table 4: Depreciation on assets during the second control period (in ¥ lakhs)

g Upto FY16- | FY17- | FY 18- | FY19- | FY 20-

e 31.03.16 17 18 19 20 21
Land & Building 42 56 68 68 68 68
Plant & machinery (including
deadstock) 702 821 1,063 1,058 1,306 2,096
Computer & IT assets (including 2
software) ~B 54 102 102 51 0
Office equipment g =6 6 5 5 5
Vehicles gl % 6 6 6 g
Furniture & fittings S HA LB 2 2 1 0 0
Intangible assets Ll il Ay - - - - -
Total | 765 |/ 949 | 1,237 | 1,239 | 1437| 2,176

' A Y YU
Table 6: RAB during the second control period as per 10SL (in ¥ lakhs)
Upto | FY1e- | Fya7- | Fy1s- | Frie- | Frao-
Particulars B2l e Bl
31.03.16 3 AT 18 19 20 21

Opening RAB 'BB692 |~ 8,166/ 10879| 11864 | 10625 19,188
Additions 239 3,662 2,022 200 | 10,000 -
Less: Depreciation on assets 766 849 1,237 1,239 1,437 2,176
Closing RAB 8,166 10879 | 11664 | 10625| 19,188 | 17,013
Average RAB 8,429 9,522 | 11,271 | 11,144 | 14,907 | 18,101

Authority’'s Examination - RAB and dapmciaﬂan

4.9

based on audltal:l figures provided by IOSL.

Table 6: Revised capital axpnndﬂ.um during the contrul period (in ¥ lakhs)

The Authority” has' W to revise mmntqa fnr uapria: ‘expenditure during FY16-17

Particulars .,F-Y 1617 F‘r‘ 1?4-1! FY 18-19 | FY19-20 | FY 20-21
Land & Building 12 325 . . -
Plant & machinery 508 4290 105 9846 -
Deadstock 95 95 95 154 -
Computer & IT assets (including software) 2 1,120 - - -
Office equipment - 25 - - -
Vehicles 12 45 - -+ -
Furniture & fittings 0 - - -
Intangible assets - 320 - - .
Total 5,901 200 10,000 -

Order No, 29/2017-18
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4.10 The Authority noted that certain minimum level of fuel ('Deadstock’) is to be stored in fuel
storage tanks al all times for uninterrupted operations of the fuel farm. There are 2 possible
accounting treatments for cost of Deadstock as observed in case of other fuel farms:

4,10.1 Deadstock is treated as depreciable capital asset: Cost of Deadstock is added to
the capital asset (storage tank/ pipeline) cost and is depreclated at the rate of the
capital asset since the fuel farm operator is required to transfer all assets at zero cost
to the airport operator at the end of concession penod.

4.10.2Deadstock is treated as non-depreciable capital asset: Cost of Deadstock Is
accounted for as a separate capital asset (as 'Deadstock') which is not considered for
depreciation since residual 'H'alua ﬂf Daadstock might not fall below 5% of the original
cost and hence depreciation c.anhut be: pmvidad for Deadstock in accordance with the
provisions of the Companies Act. 2&13

4.11 The Authority in this regard has'lpmpnééd to treat deadstock as a non-depreciable asset and
consider appropriate adjuatmant In !arrlT at the time of disposal of such Deadstock in the last
control period based on the mnnaaafnn pﬁﬂnd;nf the fuel farm operator.

4.12 The Authority notes that Gﬂﬁume of ﬂ'la ﬁ&@ﬁﬁ the depreciation charged by IOSL is not in
line with the Companies Act 2313 The mﬂhnnty Is of the view that adoption of depreciation
rates as prescribed under the Eompaniaﬁ ‘Actat any point of time is appropriate, considering
the variation in policies adopted by the fuel farm operators.

4.13 In this regard, the Authority has issued a consultation paper litled "Consultation Paper No. 9/
2017-18 in the matter of Determination of Useful life of Airport Assets" dated 19" June 2017,
to determine appropriate depreciation rates in line with the provisions of the Companies Act
2013, Accun:lmgl',r the ;z"';ulahu:.rrlft‘_.ur has pmposadto l'ewse Ihe usal‘ul life and depreciation rates
in line with_the prnposah set out: in Euch consultation plpar The Authority will consider
changes/ revisions (if any) in the order pursuant to the aforementioned consultation paper for
adjustment in RAB or true up.
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4.14 Revised depreciation during the control period is as follows:

Table 7: Revised Depreciation on assets during the second control period (in ¥ lakhs)

FY16- | FY17- | FY18- | FY19- | FY 20-
Particulars Rate 17 18 19 20 21
Land & Bullding 3.3% 23 29 34 34 34
Plant & machinery 6.7% 612 772 918 1,250 1,678
Deadstock 00%. | - - - - -
E;f;nﬂzt::a}r & IT assets (including Je 33, a%... G 108 580 me o
Office equipment 20% |2 5 7 7
Vehicles 0% 8 6 8 8 8
Furniture & fittings SR A 1 1 1
Intangible assets HAE 5 . a :
Total . 649 1,007 1,349 1,678 1,819

415 Revised RAB as per the Authority after considering the above proposals is shown below:

Table 8: Revised RAB during the second control period (in ¥ lakhs)

Particulars FY16-17 | FY 17418 | FY18-19 | FY19-20 | FY 20-21
Opening RAB 8,166 8145| 13039 | 11,800 | 20,212
Additions 629 5901 200 | 10,000 0
Less: Depreciation on assets 649 1,007 1.349 1,678 1,819
Closing RAB 8145| 13039 11800 20212| 18,393
Average RAB 8,156 | 10,592 12,465 16,051 19,303

Stakeholder's comments on issues pertaining to RAB & Depreciation

416 With regard to the treatment of deadstock under RAB & Depreciation, IOSL was of the

following view-

Order No. 29/2017-18

“We are under Service Provider Right Hoidsr (SPRH) agreements with BIAL and as per
clause 22.2 of the same, on expiry or early termination of the agreement, IOSL shall al ils
own cost & expenses and without any payment From BIAL, transfer the rights, titfe and
imterest in all Facility Capital assets, including dead stock to BIAL.

In view of the above, IOSL is bound fo transfer such assets al zero cost to BIAL If is
essential to maintain the dead stock product at all the time in the pipelines and storage tanks
for ensuring the operations and as such it becomes integral part of the pipelines & storage
tanks. Such product available in the pipelines cannot be disposed / traded. In view of the

accordingly.
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Authority's View of considering the dead stock product under non-depreciable assets, as il
would have a residual value, vis-a-vis all other assels needs lo be reconsidered. It may
please be noted that at the end of the concession period, all assels including product dead
stock shall be transferred to BIAL at zero cost. We have since commencement of operations
considered this as depreciable asset on the above principle and would request the Authority
to allow continuation of the same for the further period fike all other capital assels.

Alternatively, we suggest that the Authority issues the specific order that the product
deadstock would be tmnsfarredm BMLafﬂmenﬂ of the Concession period al a value."

417 With regard fo tnfrastructum & Safaty Mdfﬁuns to RAB, ATA was of the view that-

“Infrastructure- We would like tp subm# that any infrastructure project should be
established by evaluating overall &aannmfﬂ limpact from both users as well as operator
perspective. There Is no necessmrm mandata two operators merely lo create competition if
they can't altain economy of scale. The mt of extra capex/ capacity is also effectively borne
by passengers. Hence, we buﬂava that the exisjmg infrastructure should be sweat out fo its
fullest before implementing! .h‘aw mﬁmtmmwnphna We heard the fuel facility operators
airing their views in the cuns‘ﬂfruﬂnn ma&fmg that any extension of the existing hydrant
system by the same airport-opérator will' ehsure the much-wanted integration of this;
otherwise it becomes capital intrusive system. Air Travellers Association sees merit in this
stand point.

Safety- As an Air Traveller Association, our objective is to support the measures meant to
provide safe infrastructure for the air travellers. In this regards we belleve that the Fuel
Hydrant system is efficient and the safest m_v to re-fueling the aircraft. it does not only
reduce the arrude uaﬂir: movement but also haﬁns airlines to get faster turnaround, DGCA
also mandates measures that reduce air side lraffic. Accordingly, we request authority to
promote fuel hydrant Systems at all Indian Airports.”

4.18 With regard to the treatment for Deadstnck, IATA was of the view that-

IATA agrees with .qEHAa pmpasai that dﬂadsoclr be treated as non-depreciable capital
assel and its impact on tariffs to be considered at the time of disposal of the deadstock.”

4.18 With regard to the treatment for depreciation, IATA was of the view that-

"IATA agrees with AERA’s revision to the assel depreciation rates which are more in fine with
the useful lives of the assets.”

420 With regard to the treatment for Airport operator fee, IATA was of the view that-

"Addilionally, in the case of trealmen! of the Airport Operator Fee (AOF), IATA does not
agree that the AOF of 1067 INR/KL al BLE-shauld be included in the assessment of the FIC.
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an expense item for IOSL. It should be excluded from the lariff determination process like in
the cases of DAFFPL and MAFFFPL."

IOSL's reply to Stakeholder's comments on issues pertaining to RAE & Depreciation
4.21 With regard to the ATA’s comments on infrastructure and safety, IOSL was of the view that-

‘TOSL agrees lo the view that there is no necessity to mandate lwo operalors merely to
create compelition if they can'l attain economy of scales. In fact, this is the philosophy of
"Open Access Model” of Fuel Farms prevalent at Bangalore and Delhi. Moreover, a fuel farm
& Hydrant system needs to be operated from ane location by a single operator for Optimizing
the resources and efficient apemﬂ’ms. As axpmss&d by us In our earlier letters that the
Competition had already &nsuad as the Fuel Farm operalor was selected through the
process of international cnmpai‘#l'?ﬂmﬁ’g

IOSL also agrees to the wews‘thpr'hy#r&nlﬁ system extension by the same operator would
ensure the desired integration of lhe enura Fuel Management System, else it becomes
capital intensive system. ;

1OSL, however does not agme wﬂh ﬂmt {yrﬂm Capital expenditure should be undertaken
only after the existing i'nfrastmctum has baen sweated oul to the fullest. The Capital works
are planned keeping in view t‘h& expdcted life of the existing assels & the future
requirements for the next 5-10 years considering the growth projections. Majority of the
Capital expenditure cannot be done in a short time since considerable fime is required to
complete the same. Also since the cost involved is huge, the arrangements of fund & the
tendering process require considerable time and altention.”

4.22 With regard t tl:l ﬁlﬁ lATAs nm'nments on the l'(reatm;ant nf cLaaﬂatnck I0SL was of the view
that- '

"IOSL also disagrees to treatment of dead stock as non-depreciable assets, Kindly refer our
submissions dated 09th Oct 2017."

423 With regard to the IATA's commenis on Airgort operator fee, IOSL was of the view that-

“JOSL being the operator of Fuel Farm at Delhi Airport does not agree with the views thal
higher operating cost determined by the Authority should not be considered. The lariff
submission and its evaluation has been done under Price Cap mechanism in a transparent
manner as per the AERA guidelines and the same needs to be honored. The operations at
the Fuel Farm are being undertaken by us to ensure thal the facility is maintained & safety of
the Passengers / Alrport / equipment is ensured. Any decrease in the operating expenditure
may have the negalive effect on the operations which may lead fo compromises on safely.

The Authority has considered only the escal, of IOSL form Rs 433.00 / ki to Rs 633.00 /
ki, keeping the AOF as constant. | glease’ that the lotal amount (AOF +
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Throughput charges) are to be recovered by way of a single invoice from the suppliers as

per the agreements in place.”

Page 15 of 33

Order No, 29/2017-18



Authority’s examination of Stakeholder's comments on [ssues pertaining to RAB & Depreciation

424 The Authority has carefully considered the comments from the stakeholders as well as
IOSL's own comments and responses to these stakeholder's comments on RAB &
depreciation. The Authority’s examination and decisions in this regard have been presented
below.

4.25 With regard to I0SL's comments on the treatment of deadstock, the Authority has noted that
the commercial value of Deadstock is always available, hence the Authority has decided to
adjust the value of Deadstock (if any) in the last control period.

426 With regard to ATA's comments on Infrastructure & Safety, the Authority agrees to its views
that hydrant system be provided wherever possible.

4.27 With regard to IATA's comments on Ai:pdrtl '@:pératnr fee, the Authority notes that since there
is no rent, fuel throughput seems comparable with that in other centers. Table 16 provides a
comparison of the fuel related charges for different oil companies.

Decision No.1  Regarding RAB and depreciation
1.a. The Authority has decided to revise estimates for capital expenditure during
FY16-17 based on audited figures.
1.b. The Authority has decided to treat deadstock as a non-depreciable asset and
consider appropriate adjustment in tariff at the time of disposal of such
Deadstock in the last control period based on the concesslon period of the fuel
farm operator.

1.c. The Authority has decided to true up depreciation as and when the decision to
revise the depreciation rates is ta_ker!::-nft__hp time of determination of tariff for the
third control period. f '

1.d. The Autho rity has decided to true up the average RAB to be based on the actual
date of capitalization at the time of determination of tariff for the third control

1.e. The Authority has decided to gnnaider'rwlnd average RAB during the control
period for calculation of ARR as shown in Table 8.
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5. FAIR RATE OF RETURN (FRoR)

IOSL's submission - FRoR

51 10SL in its submission has proposed the capital structure, funding mechanism, and FRoR as

provided below:
Table 9: Capital structure, funding mechanism and FRoR of IOSL during the second control period
(in ¥ lakhs)
Particulars FY 16-17 FY 17-18 FY 1819 | FY19-20 | FY 20-21

Equity 4,083 | )-4033 4,033 7,033 7,033
Debt 5873 -/ 4375 3,750 9,250 7,750
Debt + Equity 8,906 | 18,407 7,782 16,282 14,782
Cost of Debt 11,300~ 1 14.30 11.30 11.30 11.30
Cost of Equity 17.15 “17.15 17.15 17.15 17.16
Individual Year Gearing ysa VLI &2 48 57 52
(Debt + Equity)*Gearing 5873 (I 4375 3,750 9,250 7,750
Weighted Average Gearing R vy
Debt* Cost of Debt L8B4 . 494 424 1,045 876
Weighted Average Cost of Debt B0y
Cost of Equity ATAS = A
Fair Return of Return 13.98
Authority’s Examination - FRoR

52 The Authority has proposed to consider fair return on equity at 14% p.a. since the business

53

54

5.5

Order No,

29/2017-18

operations of fuel farms are inherently monopolistic with virtually no risk where returns are
guaranteed by back to back agreements. Thprabwe rate shall be considered in the tariff
determination progess for aﬁer fuel farms as 'i'alT TiT

The Authority noted that IDSI. has mnaiﬂumu interest msl ‘of borrowings at 11.30% per
annum during the second control period. However the Authority has proposed to consider
interest cost of br::-rmwmgs at 9.40% per annum as the interest cost for all the years during
the second control p-arimi .

Further, the Auttmﬂty has prnpnsed to cunslder mtemal accruals during the control as part of
equity to arrive at the debt equity ratio.

FRoR on the basis of revised return on equity at 14% p.a. and after considering internal
accruals as part of equity for computing debt-equity ratio works out to 12.15% p.a, as shown
in Table 10 below.
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Table 10: Revised capital structure, funding mechanism and FRoR of IOSL during the second

control period (in ¥ lakhs)

Particulars FY 16-17 | FY 17-18 | FY 18-19 | FY 19-20 | FY 20-21
Debt 5,873 4,375 3,750 9,250 7,750
Equity 4,033 4,033 4,033 7.033 7,033
Internal accruals 2,081 3,200 4278 4,832 5,404
Total 11,967 11,608 12,061 21,116 20,187
Cost of Debt (% p.a.) 9.40 9.40 9.40 9.40 9.40
Cost of Equity (% p.a.) 14.00- | 14.00 14.00 14.00 14.00
Individual Year Gearing 4908|3768  31.09 43.81 38.39
(Debt + Equity) * Gearing 5873 4,375 3,750 9,250 7,750
Weighted Average Gearing (%) #uﬂ AT
Debt * Cost of Debt N PR 353 870 729
Weighted Average Cost of Debt 9.40 | N
ml v M
Cost of Equity (%) S0 =i
Fair Return of Return (%) 3

Stakeholder's comments on Issues pert@iningitd FROR|

56 With regard to the return on equity, IOSL was of the following view-

Order No. 29/2017-18

“The Authorily has considered Fair Return on Equity al 14% pa as against the calculated
Fair Return on Equity of 17.15 % as per the AERA model taken by us while determining the
tariff for the second control period Cost of equity (Ke) has been computed using the Capital
Asset Pricing Model (CAPW) In line with thé_récommendations of the AERA guidelines
CAPM uses various paraméters in the model as described beiow:

1. Risk Free Rate (Rf)

Risk free rate adopted for this caiculation is.the yleld on the 10-year Government of India
Bond as on Febmar:.r}g'::'_fl_ | 22016. This was'7.838% on that date.

2. Market Rate of Return -

The average market rate of return was computed faking into account the movement of the
BSE Sensex; for the last 20 years from 1996 to 2015. The value arrived at was 16.15 %.

3. Beta

Beta measures the systemalic risk or volalility associaled with the shares of 8 company.
Beta of the market in case the BSE Sensex is 1.

In our calculation, Beta was taken as the a of the beta of the major off companies as
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- Indian Qil Corporation. 0.78

- Bharat Petroleum: 1.25

The average Beta of the above works out to 1.12 and the same was considered by us.
Hence Cost of Equity after applying the CAPM approach is 17.15%.

We request the Authority to kindly consider 17.15% as Fair Return on equity.”

57 With regard to the return on equity, DIAL was of the view that-

‘MoCA has conducted srud;,(m r@ ,Eqmty in airport sector. According to the same
study the equity return ahm#q't _I‘ _’L ithin. rar "_ !!ﬁf 18.5% to 20.5%. As this report is airport

sector the same should be aj
IOSL's reply to Stakeholder’'s com

§8 With regard to the DIAL's co on equity, IOSL was of the view that-

"We are agreeable with the ViEWs $ed'by DIAL on the Falr return on equity and Dead
stock as they are based on alsg ( ;.nu} MOGA and contractual terms between the parties,
respectively. We have in JH% jated 0S9th Oct 2017, also given similar views

confirming the above in line with fhe t EI ferms.”
Authority's examination of Stakeholder's cnmments on fasuas pertaining to FRoR

5.9 The Authority has carefully considered the comments from the stakeholders as well as
I0SL's own comments and responses to these stakeholder's comments regarding Fair Rate
of Return. The Authority's examination and decisions in this regard have been presented

below.
510 With regarﬁofn'ﬁl.ssagrg %SL &Eﬁnt&muuw the Authority has noted

that the I0SL Fuel Farm f“édlrty Is the only'fuel s’cuhga provider at Bangalore airport and as
such there is no business risk involved, tharafore it has been decided that the cost of equity
511 Itis noted that the QB

be kept at 14%. ;
ﬁ ., 4rrmis at different Airports varies and there is
no uniformity for t : f'Business. The Authority will examine the issue and

follow a normative approach in the next control period

Decislon No.2 Regqarding FRoR
2.a. The Authority has decided to consider the cost of equity at 14% p.a., interest
cost of borrowings at 9.40% p.a., internal accruals as equity for computing debt-
equity ratio and FRoR at 12.15% p.a. for IOSL for the second control period.

2b. The FRoR will be trued up based on the actual debt-equity ratio and the cost of
debt and equity as determined at the time of tariff determination for the third

control period.
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2.c. The Authority will consider an appropriate norm for Capital gearing ratio for the
Fuel Farm Facilities in the next control period.
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6.

OPERATION AND MAINTENANCE EXPENDITURE

6.1

As provided in Clause 9.4 of the CGF Guidelines, the operational and maintenance
expenditure shall include all expenditures incurred by the Service Provider(s) including
expenditure incurred on statutory operating cost and other mandated operating costs,

I0SL's submission - Operating and Maintenance expenditure

6.2

6.3

6.4

IOSL has submitted details and basis for each of the proposed O&M expenditure in their
submission. The details of the assumptions made by I0SL for each item of operation and
maintenance expenditure are provided.in the following paras.

Items considered for operating Eﬁs'téﬁ‘ﬁ'ra those based on past trend of the company. Most
items of cost have been Escala’tad abthe rata of 5.33% p.a. in line with past trend. Salaries
have been escalated by 12% ThE bEEIﬂ- olf Increasa in salaries is on past trend and that
adopted by IOSL. The gross errgdum.enta.pf _.thn employees of Indian Oil Corporation have lo
be compensated by IOSL based -m"'-':.{ebrt notes raised by |OCL each year. Some other
expenses like repairs and mainteriance has been escalated at 10.33%, utilities at 8.33% and
Insurance at 10%. '

Concession fee to airport aperatur tAIrpon Opanatur Fee): The fee payable by the IOSL to
BIAL for each litre ATF delivered thmugh 'I.’he Fa::llltr monthly basis and the current rate is
#1067/ KL and has not been éHangéd since 2008.

Table 11: Actual and projected aeronautical O&M expenditure by IOSL for the second control

period (in ¥ lakhs)

Particulars FY 16-17 | FY 17-18 | FY 18-18 | FY 19-20 | FY 20-21
Payroll Costs 261 l™s, 283 328 367 411
Administrative and General Costs I Hes3ll 0 450 (1l | 488 521 556
Utilities and Qutsourcing cosls 140 151 164 178 192
Concession Fee & Airport Operator Fees 6,230 6,292 6,355 65,419 6,483
Repair and Maintenance Cosls 293 _ 360 382 433 477
Total 7,807 7,554 7,727 7,917 8,120

Authority's Examination - Dperaﬂng and Mafnranancu upendﬂm

Order No. 29/2017-18

6.5

66

6.7

The Authority has proposed to consider annual increment of 8% in case of payroll costs
instead of IOSL's proposed annual increment of 12% to reflect a more conservative impact
of inflation.

Further the Authority has proposed to exclude CSR expenses from operating and
maintenance expenses as these are in the nature of appropriation of profits rather than an
expense related to operations.

Accordingly, the reworked Opera aintenance expenditure is shown in the table
-6'1" jﬂﬂ!ﬁ th} \\
below. & N X
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Table 12: Operation and Maintenance Expenditure as per the Authority (in ¥ lakhs)

FY1i6- | FY17- | FY1B- | FY19- | FY 20-
Particulars 17 18 19 20 21

Payroll Costs 253 273 295 318 344
Administrative and General Costs B33 405 433 463 495
Utilities and Outsourcing costs 140 161 164 178 192
Concession Fee & Airport Operalor Fees _.5,230 6,542 6,869 7.212 7.673
Repair and Maintenance Costs ) (2R3 ), 380 382 433 477
Total 7,748 7,731 | 8152 8603 9,081

A 1k

6.8 The Authority has proposed tntruaup -.‘t__t'i'e:u}ﬂtﬁbamting and Maintenance expenditure in the
third control period based on the actual expenditure during the second control period,

i
[ Y VA
f

Stakeholder's comments on issues pﬂiamfng tu ﬂp\lmﬂm & maintenance expenditure

6.9 With regard to the asoalatiun on. mn r,@s‘t IOSL was of the following view-

“The major cost element for the: sambﬂ pmwdﬂr for fuel farm operation is the manpower cost
which is approximately 40 % of our tolal operating cost (excluding Airport operalor fees). We
are mainly employing Engineers for our Fuel Farm operations, These officers are being
trained & necessary DGCA certifications awarded enabling them (o carry out their jobs of
handling the Aviation Fuel. The Authority has considered annual escalation of 8% in the

manpower cost to give a conservative fmpact m' inflation. We would like to submit that in
IOSPL manpower. mﬁgm bsmg escalated @ Iz-fﬁ% We.had already taken a conservative
increase of only 12%. The annual'increase in manpower &E!.st (salaries & wages) may thus
be considered at 122% which will help us in the retention of trained manpower.

We thus request the Authority to consider annua.' mammanf of 12 % in case of manpower
cost in view of the submfssmnsyuwded,
6.10 With regard to truing-up of operating & mlnta-nanm exﬂendrture IATA was of the following

view-
"IATA does not agree that Operating & Maintenance Expenditure should be trued up in the
third control period as it runs contrary to incentivizing operational efficiency and fiscal
discipline.”

IOSL's reply to Stakeholder's comments on issues pertaining to Operating & maintenance

expenditure

6.11 With regard to the IATA's comments on truing-up of operating & maintenance expenditure,
IOSL was of the view that-
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“fOSL also does not agree with [ATA view of not trueing up the operating expenditure and
carrying it forward to the third control period. The stakeholders who are currently availing the
services should bear the cost of the same and nol the fulure users of the third control

Authority’'s examination of Stakeholder's comments on Issues pertaining to Operating &
maintenance expenditure

6.12

6.13

6.14

The Authority has carefully considered the commenis from the stakeholders as well as
IOSL's own comments and responses to these stakeholder's comments on Operating and
maintenance expenditure. Th& m.ltlmrity’s axamlnat[ﬂn and decisions in this regard have
been presented below. :

With regard to the 10SL's mmmants ﬂn gsc:alatmn ol manpower cost, the Authority is of the
view that if there Is a significant +nnrﬂasa Ih manpawer cost, it shall be looked at separately.
At present, it intends to go with the pro]euted figures.

With regard to the IATA's cummen!s on tmmg-up of operating & maintenance expenditure,
the Authority is of the view that true up would be resorted to only when the service provider
justifies the increase in cost., ll is- E[Ea tﬂ henutsd that in most of the cases the Authority had
observed that the Opex pmwded foris rnnré than the actual, and is thus required to be trued
up for benefit of stakeholders:- |+ 1 7]

Decision No. 3 egardin rating and Maintenance nditure

3.a. The Authority has decided to revise operating and maintenance expenditure as
shown in Table 12, _

3.b. The Authority has decided fo true -up the Operating and Maintenance
expenditure in the third control period based on the actual expenditure during
the second control period.
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ot TAXATION

7.1 As per clause 8.5 of CGF Guidelines, taxation represents payments by the Service Provider

in respect of corporate tax on Income from assets and services taken inte consideration for
determination of Aggregate Revenue Requirement.

7.2 The Authority shall review forecast for corporate tax calculation with a view to ascertain inter

alia the appropriateness of the allocation and the calculations thereof.

10SL's submissions - Taxation

Table 13: Tax liability as per I0SL's submlsslnn

F"IIr 1ﬁ 17

Particulars FYA7-18 | FY 1819 | FY19-20 | FY 2021
Profit before Tax 34 'ﬁ_u'?' Wi 740 736 72 842
Less: Current Tax MBI A 286 255 - .
Total 331 484 481 72 -842

Authority's examination — Taxation

7.3  The Authority has proposed tﬂ reviﬁe 1ax as perthe provisions of Income Tax Act, 1961. For
FY16-17, tax has been mmputad mactual mvenue as per audited financial statements of
FY16-17 as submitted by IOSL am:l reviseui book depreciation as considered by the
Authority, For FY17-18 to F?zn-z‘i tax has been computed on revised revenue based on

revised tariff and revised book depreciation.

74 Revised taxation considering revisions in other building blocks is shown below:

Table 14: Revised tax liability as per the Authority

Particulars | FY.16:47 | FYA7:98 | FY.18-19 | FY19-20 | FY 2021
Profit before Tax 1,338 1,854 1,714 892 867
Add: Depreciation — Companies Act 649 1,007 1,350 1,682 2,010
Less: Depreciation - | T Act (74). (795) (1,226) (1,597) (2,025)
Profit chargeable to tax 1,913, 2,066 1,839 977 852
Average corporate tax rate 3461% | 3461% | 3461% 3461% | 3461%
Tax - Normal provisions (a) 662 715 636 338 295
Average MAT rate 21.34% | 21.34% | 21.34% | 21.34% | 21.34%
Tax - MAT (b) 286 396 366 190 185
Higherofa & b 662 715 636 338 295

7.5 The Authority has decided to consider tax as given in Table 14.

7.6 The Authority has decided to true up amount of tax in the third control period based on the
actual tax liability during the second control period.

Order No. 29/2017-18
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Decision No.4 Regarding taxation
4.a. The Authority has decided to consider tax as given in Table 14,

4.b. The Authority has decided to true up amount of tax in the third control period
based on the actual tax liability during the second control period,
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8. AGGREGATE REVENUE REQUIREMENT (ARR) AND ANNUAL FIC

10SL's submissions — ARR, annual FIC and shortfall

Table 15: ARR as per I0SL for the second control period (in ¥ lakhs)

Particulars FY 16-17 | FY 17-18 | FY 18-19 | FY 19-20 | FY 20-21 | Total
T o (Al 0522 | 11271| 11,144 | 14807 | 18,101 | 64,945
Fair Rate of Return (%) [B] 13.98% | 13.98% | 13.98% | 13.98% | 13.98%
ey e osmon |1 E][A i 1331675 | 1558 | 2084 2530| 9,078
Depreciation D) , /949~ 1,237 1,239 1,437 2176 | 7,037

Operating Expenditure [E] 7800w T B4 7727 7,917 8,120 | 39,125
Tax [F] 475 V286 175 256 256 | 1,117
Aggregate Revenue [G] = (D963 | 408D
Heniltarnent (C+D+E+F) | 192621 10623 | 10699 | 11683 | 13,080 | 56,357
Discount factor (#) [H] 1.00|| |,/ 0.88 0.77 0.68 0.59
hresentValue (PV)of | m=fe'H] | 10,262| @ 8320| 823 | 7.897| 7,750 | 43465
-l LA 0 g 1=.?_:'|jé’ o '}'&iﬁ' 1700 1700| 1,700
I';';;'E‘}"’““Q“P'-" (KL (K] L 5.96 6.02 6.08
Revenue from annual e Taaddld Thdat
FIC as sought by 10sL | [1= '] 9926'|° 10,025| 10,126 | 10227 | 10,329 | 60,634
PV of Revenue from
annual FIC as sought | [M] = [L*H] 9,926 8,796 7,794 6,907 6,121 | 39,544
by IOSL
Shortfall [N] = [-M] (336) (524) (441) (990) | (1,630) | (3,921)
Authority's Examination

8.1 The Authority has prnpa&éd that the date nf ur‘dar sha!l be mnmdamd as 01.11.2017 for

calculating diar.snunt fanturs ]
Table 16: Comparison of fuel related charges borne by oll companies at major airports during FY
2015-16 (in ¥ / KL)
Airport Airport . Fuel -"rqgg;‘_': ITP fee for Total
operator fee - | infrastructure ( AOF + FIC) aircraft (AOF + FIC +
(AOF) charge (FIC) fuelling (ITP) ITP)
MNew Delhi 688 755 1,443 180 1,633
Mumbai B04 710 1,514 198 1,712
Bengaluru 1,067 433 1,500 268 1,768
B2 The Authority noted that no license fee/ land lease rental is payable by the fuel farm operator

to the airport operator at Bengaluru Airport. Further, FIC at New Delhi and Mumbai airports
are higher as compared to FIC at Bengaluru airport because it includes license fee/ land

airports,

Order No, 28/2017-18

or to the airport operator in the respective
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B.3 Below table provides estimated license fee/ land lease rentals payable o airport operators at

Delhi and Mumbai airport during FY 2015-16.

Table 17: Estimated license fee/ land lease rentals payable to airport operators at Delhi and
Mumbai airport during FY 2015-16

Airport Licence fee Licence fee -total | Fuel throughput Licence fee
(in ¥ lakhs) {in KL lakhs) (& per KL)
New Delhi ¥2,226 /sqm / pa. 1,594.78 16.64 96
Mumbai #1,500/sqm / p.a. 416.54 15.53 27
Bengaluru NI A Pl k) b = .
8.4 The Authority has noted that ADF ur !1 DE?H KL at Bengaluru airport seems high when

8.5

Crder No. 28/2017-18

compared to fuel related chargas nt Naw Elﬁlhf’and Mumbai airport after reducing the per KL
license fee computed in the Mbia ahw& [mm*’such fuel related charges computed in Table
16. However, the Authority has natﬂr.‘l that pass through payments such as AOF are based
on long term concession agraanmﬂts entarad into on the basis of competitive bidding.
Accordingly the Authority hq.s pmpusad to alluw the existing AOF at Bengaluru airport.
However, the Authority will 1;e|oudt at such pass through payments when the order pursuant
to consultation paper no. 8/ 201617 dated 31st March, 2017 on capping the percentage of
Royalty / Revenue Share payable|to Airport Operator as a “Pass Through® Expenditure for
the Independent Service Providers providing Cargo facility, Ground Handling and Supply of
Fuel to the Aircraft at Major Airports is finalized.

The Authority has further noted that as per |IOSL's calculations there is a shortfall between
the present value of projected ARR and the present value of projected aeronautical revenue
at FIC of ¥1,700/ KL dumg the second control, ,pariod Therefore, the Authority has proposed
to accept IOSL's ﬂ!quesf forncrma ‘fl! FIC frbrn t'l’“ﬁﬂﬂf Kl.“at present to ¥1,700/ KL for the
second control period.
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Table 18: Revised ARR, annual FIC and shortfall for the second control period (in ¥ lakhs)

- [13]

FY 16- | FY17- | FY18- | FY19- | FY20- | Total
Particulars
17 18 19 20 21
Average RAB [1) as per Table 8 8156 | 10,692 | 12485 | 16051 19,303 | 66,566
FRoR [2] as per
i 12.15% | 12.15% | 12.15% | 12.15% | 12.15%
Discount Factor (#) 100| 097| 087 077 069
Return on Average RAB (3] = [1] * [2] 991| 10287 | 15156| 1,950| 2,346| 8,089
Add: Depreciation [4] as per Table 7 648 1.007 1,349 1,678 1,818 6,502
ECk RSN NS wx por 7748|7731 | 8152 8603 9081| 41,316
a B L] _ : " L] L] L] ¥
Add: Taxation [6] as per Table 14 NS eagf’ 715 636 338 295 | 2,646
‘[ﬂ'é';‘“ [91= 3] + [3A} + [4] + (5] + (61 * [7) -} 40 051 | 10,740 | 11,652 | 12570 13541| 58,852
PV (Discounted ARR) [10] 710061 | 10444 | 10103 | ©9.715| 9,331 50,554
Fuel throughput [11] " Js8d| 'e13| 644| 76| 7.0 32
Annual FIC [12) |"T1804 | 1,804 | 1,804 1,804 1,804
Annual FIC sought by IOSL 7 as00 ] oo | 1700 1700 1,700
r:oe;fnue from annual FIC as soughtby . 8,758 :'1;__-;,;9;’1'-’23 10,944 | 11,491 | 12,065 53,681
' PV of Revenue from annual FIC as g o

Shortfalll (Excess recovery) [14] =[10] | (562 | (309)| (614)| (834)| (1,017)| 3,335

B6 Further, the Authority has decided to consider the true up of all building blocks in the third

control period.

Stakeholder's comments on issues pertaining to ARR & annual FIC

8.7  With regard tothe fuel infrastructure charges, BPCL & HPCL Were of the view that-

"Any revision in the"Fuel Infrastructure charges sholild be approved on prospective basis

L

only.

IOSL’s response to stakeholder's comments on issues pertaining to ARR & annual FIC
& sl Ehig i

8.8
following view-

With regard to BPCL's & HPCL's comments on fuel Infrastructure charges, I0SL was of the

“Both the OMC have stated that the Facility Charges are lo be revised on prospective basis
& not relrospective. We would like to submit that for the second control period, the proposal
was submitted to AERA on 08th March 2016 as per the AERA timelines. The second confrol
period is for the period 1st Aprif 2016 to 31st March 2021. Already a period of 1 1/2 has
elapsed with the Fuel throughput fees not being revised. We have vide our letter dated 09th
Oclt 2017 & 08th July 2017 already appraised the Authority of the huge incurrence of "Under

Recoveries" because of delays in approval process.

Order No. 29/2017-18
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The Honarable Authonty also as per Table 18 of the Consultation paper 29/2017-18, has
recognized the under recoveries to the tune of Rs 31.86 Crs in the Secand Control Period, in

case lariff of Rs 1700/ kl is approved.

We thus request the Authority to consider the approval for the control period as per the
AERA guidefines in respect of control period for the tariff determination.”

Authority’s examination of Stakeholder's comments on issues pertaining to ARR and annual FIC
89 The Authority has carefully cnnmdureﬁ the comments from the stakeholders as well as

105L’s own comments and r g?pq ﬂm stakeholder's comments on ARR and annual

FIC. The Authority's eﬂmm@ﬁ - =telt ~ 5 Jh;thls regard have been presentad below.
e L

LS ments on fuel infrastructure charges, the
he revisions be approved on prospective basis only.

§.a. The Authority has decided to accept IOSL's request for increase in FIC from ¥1,500/
KL at present to #1,700/ mm control period since there is a shortfall

between the present value of projected ARR and the present value of projected

aeronautical revenue at FIC of 1,700/ KL during the second control period.

5.b. The Authority has decided to consider the true up of all building blocks in the third
control period.
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9. FUEL THROUGHPUT AND REVENUE FROM AERONAUTICAL SERVICES

IOSL's submissions — Fuel throughput and revenue from aeronautical services

Table 19: Projected fuel throughput during the control period as per IOSL (lacs KL)

Particulars FY 16-17 FY 1718 | FY 18-19 | FY 19-20 | FY 20-21

Uplift of fuel in a year 5.84 5.90 5.96 6.02 6.08

8.1 As per |OSL, fuel throughput is projected to increase by 1% per annum during the control
period based on the historical CAGR of fuel volume at Bengaluru Airport.

Table 20: Projected revenue from aamnauti#ll lmlcm during the control period as per IOSL's
submissions (¥ lacs)

Particulars FY '1_&:_;-._1,? A F'r 1ma FY 1819 | FY19-20 | FY 20-21
Fue! Infrastructure charges 9.926 | ', 1ﬂ 025 10,126 10,227 10,329
Total 9,926 \ 1n 025 10,126 10,227 10,329

Table 21: Assumptions made by IOSL for lach itam uh;wunuﬂ from aeronautical services

S. No. | Item Assumption and hash

A Fuel Revenue from Hﬂ#ﬁmnﬁlﬁlﬂmﬂd based on the projected fuel throughput
Infrastructure | multiplied by per KL charge of ¥1,700.
charges

Authority's Examination - Fuel throughput and revenue from aeronautical services

9.2 However, the Authority has decided to increase the growth rate assumed for projected fuel
throughput from 1% per annum to 5% per annum based on high growth rate assumed for
projected ATM traffic asper _HlAL's-aubrnjnsiuﬁ:-hr_E[Eng%mq;qirpnﬂ tariff review.

Table 22: Projected fuel thmﬂghput during the control period as ﬁer I0SL (lacs KL)

Particulars .| FY.16-17 FY 'l?-‘l! FY 18-19 | FY 19-20 | FY 20-21

Uplift of fuel in a year AN TE ™ 6.44 6.76 7.10

8.3 Further, the Auihunty notes *I:hal revenue from' FIC is subject to change as and when the FIC
being reviewed in this consultation paper is approved by the Authority. Hence, such
revenues will be trued up in the third control period based on the actual revenue from
aeronautical services during the second control period.

Decision No.6 Regarding fuel throughput and revenue from aeronautical services

6.a. The Authority has decided to accept projected fuel throughput as given in Table
22.
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10. SUMMARY OF DECISIONS

Decision No. 1 Regarding RAB and depreclation ......cccuimmmnnmisesmsmsmsssssssssssses 18

1.a. The Authorily has decided to revise estimates for capital expenditure during FY16-17 based on
audited figures. ........... 16

1.b.  The Authority in this regard has decided fo treal deadsfock as a non-depreciable asset and
consider appropriate adjustment in tanff al the time of disposal of such Deadstock in the last control
period based on the concession period of the fuel farm operator. 16

1.c.  The Authority has decided to frue up depreciation as and when the decision to revise the
depreciation rales is taken at the time of determination of tariff for the third control period. 16

1.d. The Authority has decided (o true up, rh& a;.remge RAB to be based on the actual date of
capitalization at the time of determination of fan‘ﬂ‘ fc&r__ﬂie fhimf control period. 16

1.e. The Authority has decided to cans.-darmvj'sacf avsréya RAB during the control period for
calculation of ARR as shown in Table 8. 15 "l e

Dﬂclslnl‘l Na 2 Rﬂﬂ!fﬂlﬂg FR'QR rmnan -Lmn n-u1 nnsnden T T e — 1B

2.a. The Authority has decided fo onns:darlhﬂ cost al“ equity at 14% p.a., interest cost of borrowings at
9.40% p.a., internal accruals as equity fﬂrmmpufmg dﬂb‘t-equ#y ratio and FRoR at 12.15% p.a. for IOSL
for the second control period. 19 ,' 3 - .

2b. The FRoR will be trued up based an mq ﬂo?ua.l' de‘hi-equﬂy ratio and the cost of debt and equily as
determined at the time of tariff determination for Iha third mntmal' period. 19

2c.  The Authority will consider an appr-::priata norms for Caprtal gearing ratio or the next control
period.
Decision No. 3 Regarding Operating and Maintenance expenditure ..o, 23

3.a. The Authority has decided to revise operating and maintenance expenditure as shown in Table 12.
23

3.b. The Authority has decided to true Up the Operating aﬁaﬁiﬂqmreggagq_gxpendﬂum in the third
control period based on the actual expenditure during the smﬂ&fcmﬂmﬁmd 23

Decision No, 4 Regarding taxation OO NS, - .
4.a.  The Authority has decided to consider tax.as given.in Table 14. 25

4.b. The Authority has decided to'tr e up amount of tax in the !nird control period based on the actual
tax liability during the second control't Eﬁadf 25

Decision No. § Regarding ARR and annual FIC ............. TS 1 |

5.a. The Authority has decided to acceplt IOSL's request for increase in FIC from 1,500/ KL at present
to 1,700/ KL for the second control period since as per (OSL's calculations there is a shortfall belween
the present value of projected ARR and the present value of projected aeronautical revenue at FIC of
&1,700/ KL during the second control period. 20

5b. The Authority has decided lo consider the frue up of alf building blocks in the third control period.
29

Decision No. 6 Regarding fuel throughput and-reyenue from aeronautical services ...30

6.a. The Autharity has decided to accept prijeciee frekdiou: ' i 30
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ORDER
In exercise of powers conferred by Section 13(1)(a) of the Act and based on the above decisions the
Authority hereby orders that:

i. The fuel infrastructure charge (FIC) in respect of the fuel farm services provided by IOSL at KIA
Airport, Bengaluru is determined @ Rs. 1700/KL (inclusive of operator’s fee) for the second control
period up to 31.03.2021, These rates will be effective from 1% January 2018

| By the Order and in the name of the Authority

NG (Puja Jindal)
¥ YU Secretary
To ¥
IndianOil Skytanking Private Llllﬂad
Fuel Farm Facility, Bangalore mtemﬂm:l hirhmt
Devanahalli, Bangalore -560 300 - T=THS 7 -.--1.--_-;-
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