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STAKEHOLDERS’ COMMENTS

STAKEHOLDERS’ COMMENTS

Chhatrapati Shivaji Maharaj International Airport (CSMIA) is a Major Airport as per the definition outlined in
Section 2 (i) of the AERA Act 2008 read with AERA (Amendment) Acts of 2019 and 2021, based on annual
passenger throughput volume. It had a passenger throughput of about 52 MPPA in the FY 2023-24 and it is
witnessing a steady growth in traffic post COVID-19 pandemic.

CSMIA was operated by Airports Authority of India (AAl), which then entered into Operation, Management and
Development Agreement (OMDA) with the current Airport Operator (Mumbai International Airport Limited) on
02" March 2006, for the Operation, Management and Development of CSMIA for a period of 30 years from the
Effective Date.

As per the provisions of the OMDA, MIAL has submitted their Multi Year Tariff Proposal (MYTP) which
constituted the following;

*  True up submission for the First Control Period, the Second Control Period and the Third Control Period.
e MYTP for the Fourth Control Period from 01 April 2024 to 31 March 2029

For this Consultation Paper, the Authority has considered the audited figures submitted by MIAL for the financial
years of the Third Control Period (FY 2020-24) and projections for the Fourth Control Period (FY 2025-29).

The Authority, after considering the entire information currently available, the views of the Airport Operator,
industry bodies such as IATA, ACI and other expert agencies on air traffic, has issued this Consultation Paper
enumerating its proposals as part of the tariff determination process for the Fourth Control Period for CSMIA.

The Authority shall consider written evidence-based feedback, comments and suggestions from all the stakeholders
on the proposals made in the Consultation Paper and pass a suitable Order determining the Tariff for aeronautical
services. The Authority would like to emphasize that the consultation process timelines are sacrosanct and hereby
requests the stakeholders to provide their comments/ inputs within the timelines specified in this Consultation Paper,
beyond which the same will not be considered by the Authority.

As per the provisions of Section 13 (2) of the AERA Act, 2008, the tariff determined under the Tariff Order can be
reviewed and revised.

Thus, in accordance with the provisions of Section 13(4) of the AERA Act, 2008, the written comments on
Consultation Paper No. 08/2024-25 dated 10" March, 2025 are invited from the Stakeholders, preferably in
electronic form, at the following address:

Director (P&S, Tariff)

Airports Economic Regulatory Authority of India (AERA),

3" Floor, Udaan Bhawan

Safdarjung Airport

New Delhi — 110003

Email: director-ps@aera.gov.in, rajan.guptal @aera.gov.in, inderpal.s@aera.gov.in copy to
secretary@aera.gov.in

Stakeholder Consultation Meeting 25" March 2025
Last Date for submission of comments 9" April 2025
Last Date for submission of counter comments 19" April 2025
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STAKEHOLDERS’ COMMENTS

Comments and Counter Comments will be posted on the Authority’s (AERA) website: www.aera.gov.in.

For any clarification/information, Director (P&S, Tariff) may be contacted at Telephone Number:; +91-11-
24695048.
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LIST OF ABBREVIATIONS

LIST OF ABBREVIATIONS

Abbreviation Expansion

AAl Airports Authority of India

ACI Airport Council International

ACS Access Control System

AERA Airports Economic Regulatory Authority of India
AERA Act Airports_ Economic Regulato_ry Autho_rity of India Act, 2008 (as amended by Airports
Economic Regulatory Authority of India (Amendment) Act, 2019 and 2021
Aero Aeronautical

AGL Aeronautical Ground Lighting

AlA Authorized Investigation Agency

AMS Airport Management System

AO Airport Operator

AOA Airport Operator Agreement

AOCC Airport Operation Control Centre

AODB Airport Operations Data Base

ARR Aggregate Revenue Requirement

ASQ Airport Service Quality

ATC Air Traffic Control

Air Traffic Movement

Levered Beta

Re-levered Beta

Unlevered Beta

Bureau of Civil Aviation Security

Bank Guarantee

Baggage Handling System

Bangalore International Airport Limited
Bill of Quantities

Bag Tag Printer

Compounded Annual Growth Rate

Capital Expenditure

Capital Asset Pricing Model

CARE Advisory Research and Training Ltd
Closed Circuit Television

Central Industrial Security Force
Consultation Paper

Consumer Price Index

Consumer Price Index — Industrial Workers
Crore

Chhatrapati Shivaji Maharaj International Airport
Common User Self Service

Common User Terminal Equipment
Capital Work in Progress

Depreciation on Aeronautical Assets

Debt Equity Ratio

Development Fee

Delhi International Airport Limited

Equity Market Risk Premium
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LIST OF ABBREVIATIONS

Abbreviation

Expansion

FAR

Fixed Assets Register

FCP

First Control Period

FIDS

Flight Information Display System

FRoR

Fair Rate of Return

FTC

Fuel Throughput Charges

FY

Financial Year

FoCP

Fourth Control Period

GA

General Aviation

Gol

Government of India

GST

Goods and Services Tax

HIAL

Hyderabad International Airport Limited

Hypothetical Regulatory Asset Base

HRAB
i

Number of years in the regulatory control period

IATA

International Air Transport Association

1B

Information Broker

ICAO

International Civil Aviation Organization

IDC

Interest During Construction

i.e.

That is

IT

Information Technology

ITP

Fuel Into Plane

JV

Joint Venture

JVC

Joint Venture Company

KMP

Key Managerial Personnel

LOA

Letter of Authorization

LOI

Letter of Intent

LOS

Level of Service

MAG

Minimum Annual Guarantee

MAT

Minimum Alternate Tax

MCDA

Multi-Criteria Decision Analysis

MDF

Metro Development Fee

MDP

Major Development Plan

MERC

Maharashtra Electricity Regulatory Commission

MIAL

Mumbai International Airport Limited

MLCP

Multi-Level Car Park

MMRC

Mumbai Metro Rail Corporation Limited

MMRDA

Mumbai Metropolitan Region Development Authority

Mn

Million

MoCA

Ministry of Civil Aviation

MOU

Memorandum of Understanding

MYTP

Multi Year Tariff Proposal

NAR

Non-Aeronautical Revenue

Non aero

Non-Aeronautical

NOTAM

Notice to Airmen

NPV

Net Present Value

0o&M

Operations & Maintenance

OoMC

Oil Marketing Company

OMDA

Operation, Management and Development Agreement
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LIST OF ABBREVIATIONS

Abbreviation

Expansion

Order 35

Order No. 35/2017-18 dated 12.01.2018 as amended by virtue of amendment dated

09.04.2018

Pax

Passengers

PCN

Pavement Classification Number

PIDS

Perimeter Intrusion Detection System

PSF (SC)

Passenger Service Fee (Security Component)

PQC

Pavement Quality Concrete

QTY

Quantity

R&M

Repairs and Maintenance

RAB

Regulatory Asset Base

RB

Regulatory Base pertaining to Aeronautical Assets

RBI

Reserve Bank of India

RCC

Reinforced Cement Concrete

RET

Rapid Exit Taxiways

Rd

Cost of Debt

RE

Return on Equity

Ref

Reference

Rf

Risk Free Rate

Rm

Returns from market

ROU Assets

Right Of Use Assets

RRSD

Return on Refundable Security Deposits

Rs.

Rupees

RSD

Refundable Security Deposit

RWY

Runway

S

30% of the Gross Revenue generated from the Revenue Share Assets

SCP

Second Control Period

SCN

Self-Contained Note

SEIS

Service Exports from India Scheme

SSA

State Support Agreement

T

Corporate taxes on earnings pertaining to Aeronautical Services

TCP

Third Control Period

34 CP

Third Control Period

TCP Order

Third Control Period Tariff Order No. 64/2020-21

TDSAT

Telecom Disputes Settlement and Appellate Tribunal

TR

Target Revenue

TWY

Taxiway

UDF

User Development Fee

UPS

Uninterrupted Power Supply

VAT

Value Added Tax

VIP

Very Important Person

VOIP

Voice Over Internet Protocol

VRS

Voluntary Retirement Scheme

Wipro

Wipro Limited

WDV

Written Down Value

WPI

Wholesale Price Index

YoY

Year-on-Year

Units of measurement

KL

| Kilolitre
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Abbreviation

Expansion

KM

Kilometre

KwH

Kilowatt Hours

MT

Metric Ton

SQM / SOMT

Square Meters
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1. BACKGROUND
1.1 INTRODUCTION

1.1.1 Mumbai International Airport was incorporated as a special purpose vehicle on 2" March 2006 with AAI
retaining 26% stake in it. A consortium led by the GVK Group was awarded the contract for operating,
maintaining, developing, designing, constructing, upgrading, modernizing, financing and managing the
Chhatrapati Shivaji Maharaj International Airport (CSMIA) at Mumbai with 74% equity stake holding being
acquired by members of the consortia.

The GVK consortia comprised of GVK Airport Holding Pvt Ltd, ACSA Global Limited and Bid Services
Division (Mauritius) Ltd. On 4™ April 2006, MIAL signed the Operation, Management and Development
Agreement (OMDA\) with AAI, whereby AAI granted to MIAL the exclusive right and authority during the
term to undertake the functions of operations, maintenance and development of the CSMIA and to perform
services and activities constituting aeronautical services and non-aeronautical services excluding reserved
activities, defined in OMDA. MIAL took over the operations of CSMIA on 3 May 2006. The OMDA has
a term of 30 years, wherein MIAL has been granted the right to extend the agreement for a further period of
30 years, subject to its satisfactory performance under various provisions governing the arrangement
between MIAL and AAL.

In addition to the OMDA, MIAL also entered into State Support Agreement (SSA) dated 26™ April 2006
with the Government of India acting through the Ministry of Civil Aviation (MoCA) and MIAL, which
outlined the support from the Gol. Besides the OMDA and the SSA, MIAL also entered into Shareholder
Agreement, CNS-ATM Agreement, Airport Operator Agreement, State Government Support Agreement,
Lease Deed, Substitution Agreement and the Escrow Agreement. MIAL took over operations at CSMIA on
3 May 2006.

Adani Airport Holdings Limited (AAHL), a wholly owned subsidiary of Adani Enterprises Limited (AEL),
took over the management control of MIAL from GVK Group on 13" July 2021. The current shareholding
pattern and ownership structure of MIAL is given below:

Table 1: Shareholding pattern of MIAL

Shareholder Ref No. of Shares % Shareholding

Adani Airport Holdings Limited (AAHL) - Directly or through a Subsidiary

GVK Airport Holdings Limited (Immediate Holding
Company) - Owned by AAHL through its subsidiary 60,60,00,000 50.50%
GVK Airport Developers Ltd

Adani Airport Holdings Limited - Directly Held 28,20,00,000 23.50%

Adani Airports Holding Company (AAHL) - Total
Shareholding

Airports Authority of India 31,20,00,000 26.00%

88,80,00,000 74.00%

Total 1,20,00,00,000 100.00%

* Refer ownership structure in Figure 1

Consultation Paper No. 08/2024-25 Page 26 of 349




BACKGROUND

Figure 1 — Ownership Structure

Adani Enterprises Limited Airport Authority of India

(AEL) (AAI)

Adani Airport Holdings 23,500 Mumbai International
Limited (AAHL) Y70 Airport (MIAL)

I 97.97% I 50.50%

\ 4
GVK Airport Developers 100% GVK Airport Holdings
Limited Limited

1.1.5 Currently, the Chhatrapati Shivaji Maharaj International Airport serves several Domestic and International
Destinations, making it the 2" busiest airport in India, by both passengers handled and cargo traffic.

1.2 PROFILE OF CHHATRAPATI SHIVAJI MAHARAJ INTERNATIONAL AIRPORT
(CSMIA)

1.2.1 CSMIA having a designated capacity of 55 MPPA (T1 — 15 MPPA & T2 — 40 MPPA) achieved a total
passenger traffic of 52.82 MPPA in FY 2023-24, approximately 73% of which constitutes domestic
passenger traffic. It is the 2nd busiest airport in India, by both passengers handled and cargo traffic.

Table 2: Actual Traffic achieved in the Third Control Period - as submitted by MIAL

Passenger (in Millions) ATM (in 000's)

Domestic International Total Domestic | International Total

FY?20 33.57 12.36 45.92 228.68 75.99 304.68
FY?21 9.84 1.22 11.05 91.81 23.18 114.98
FY22 18.56 3.18 21.75 150.75 34.90 185.65
FY23 32.72 11.21 43.92 221.86 67.78 289.64
FY?24 38.50 14.32 52.82 241.81 83.15 324.96
Total 133.19 42.28 175.47 934.90 285.01 | 1,219.91

1.2.2  Technical and Terminal Building details of CSMIA submitted by MIAL are provided in the table below:

Year

Table 3: Technical and Terminal Building details — as submitted by MIAL

Particulars Details
Total Airport Land Area 1,951.84 Acres
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Particulars

Details

Terminal Building Area

Terminal 1 —1,03,131 sqm
Terminal 2 — 4,48,432 sqm
GA Terminal — 890 sgm

Designated Passenger Handling Capacity

T1-15 MPPA
T2 - 40 MPPA

Peak Hour Passenger (two-way)

T1-4,403
T2-9,910

Runway Orientation & Length — 09/27

3,448 x 60m

Runway Orientation & Length — 14/32

2,871 x45m

Taxiway

49 Nos.

No. of Apron Bays

131 Nos.

Boarding Gates/Aero Bridges

51 Nos.

Check-in Counters

205 Nos.

Emigration / Immigration Counters

Emigration 80 Nos.
Immigration- 60 Nos.

Custom Counters

3 Nos.

Departure Conveyor

22 Nos.

Arrival Conveyor

19 Nos.

Security Gates

51 Nos.

1.3 FUEL FARM SERVICES AND INTO PLANE SERVICES
Fuel farm services

MAFFFL was incorporated for the purpose of taking over and managing the aviation fuel facilities of the
Oil PSUs, creating an integrated aviation fuel facility at that time for the Airport on an “open access” model.
Mumbai Aviation Fuel Farm Facility Private Limited (MAFFFL) is a Joint Venture Company (JVC) floated
by Indian Oil Corporation Limited (IOCL), Bharat Petroleum Corporation Limited (BPCL), Hindustan
Petroleum Corporation Limited (HPCL) and Mumbai International Airport Limited (MIAL), each having
equal ownership. The License Agreement between MAFFFL and MIAL, dated 30" December 2014, is valid
until 2" May 2036. MAFFPL operates the following facilities in CSMIA:

The Integrated Facility mainly consists of:

(i) Fuel Hydrant system,

(i) Connector pipeline between Integrated fuel farm & Hydrant System,

(iii) 5 nos. above ground JET Al fuel storage tanks with total capacity of 47,500 KL,

(iv) Receipt facility of JET Al through pipelines and /or tank trucks,

(v) Delivery facilities of JET Al from the fuel farm to the aircraft through the Hydrant network as well as
through refuellers,

(vi) Fully automated Fuel Farm Facility.

The revenue earned from the Fuel Farm Facility for FY 2024 is Rs 8.59 crores, which is also a component
of the Aeronautical revenue.

Into plane services

There are two concessionaires handling the Into Plane Services in MIAL, namely, Bharat Stars Services
Private Limited (BSSPL) and Indian Oil Skytanking Private Limited (IOSPL), both involved in
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implementing in “Open Access” model in Fuel Farm Operations and Single Man Refueling India. The
revenue earned from the Into Plane Services for FY 24 is Rs 3.02 crores.

Both these concessionaires are in the business of handling Jet Fuel for Airlines on behalf of the suppliers
and have started providing Into Plane Services from FY 2015 onwards at CSMIA.

The Into Plane Revenues, as submitted by MIAL, have been incorporated into the Target Revenue
computation of MIAL as a component of Aeronautical Revenues.

1.4 TARIFF SETTING PRINCIPLES

Airports Economic Regulatory Authority of India (AERA) was established by the Government of India vide
notification No. GSR 317(E) dated May 12th, 2009. The function of AERA, in respect of Major Airports,
are specified in section 13(1) of The Airports Economic Regulatory Authority of India Act, 2008 (‘AERA
Act’ or ‘the Act’) read with AERA (Amendment) Act 2019 and 2021, which are as below:

(i)

v)

(vi)

To determine the tariff for aeronautical services taking into consideration:

a) The capital expenditure incurred and timely investment in improvement of airport facilities.
b) The service provided, its quality and other relevant factors.

c) The cost for improving efficiency.

d) Economic and viable operation of Major Airports.

e) Revenue received from services other than the Aeronautical services.

f) The concession offered by the Central Government in any agreement or memorandum of
understanding or otherwise; and

g) Any other factor which may be relevant for the purpose of the Act.

Provided that different tariff structures may be determined for different airports having regard to
all or any of the above considerations specified in sub-clauses (i) to (vii).

To determine the amount of the development fees in respect of Major Airports.

To determine the amount of the passengers’ service fee levied under Rule 88 of the Aircraft Rules,
1937 made under the Aircraft Act, 1934.

To monitor the set performance standards relating to quality, continuity and reliability of service as
may be specified by the Central Government or any authority authorized by it in this behalf.

To call for any such information as may be necessary to determine the tariff for Aeronautical services;
and

To perform such other functions relating to the tariff, as may be entrusted to it by the Central
Government or as may be necessary to carry out the provisions of the Act, 2008.

142  As per the AERA Act, 2008, the following are the Aeronautical services for which tariff is determined by
the Authority:

(i)
(i)

Aeronautical services provided by the Airport Operators.

Cargo Facility, Ground Handling and Fuel Supply Services.
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(iii) Air Navigation Services.

AAI shall be handling the Air Navigation Systems (ANS) at MIAL. Tariff for ANS is presently regulated
by the Ministry of Civil Aviation. All the assets, expenses and revenues pertaining to ANS are considered
separately by the Ministry while determining tariff for ANS services. Further, the tariff for ANS services is
determined at the Central level by the Ministry of Civil Aviation to ensure uniformity across the Airports in
the Country. Hence, AERA determines tariff for Aeronautical services of the Airport Operator, by excluding
the assets, expenses, and revenues from ANS.

In so far as CSMIA is concerned, the provisions regarding “Tariff and Regulation” have been made in
Chapter X1 of OMDA and principles of tariff determination are further detailed out in the Schedule 1 read
with clause 3.1 of the State Support Agreement (SSA) which is a part of OMDA.

Relevant extracts of Chapter XII of OMDA is provided below:
“12.1 Tariff

12.1.1 For the purpose of this Agreement, the charges to be levied at the Airport by the JVC for the
provision of Aeronautical Services and consequent recovery of costs relating to Aeronautical Assets shall
be referred to as Aeronautical Charges.

12.1.2 The JVC shall at all times ensure that the Aeronautical Charges levied at the Airport shall be as
determined as per the provisions of the State Support Agreement. It is hereby expressly clarified that any
penalties or damages payable by the JVC under any of the Project Agreements shall not form a part of
the Aeronautical Charges and not be passed on to the users of the Airport.

12.4 Passenger Service Fees

12.4.1 The Passenger Service Fees shall be collected and disbursed in accordance with the provisions of
the State Support Agreement”.

Relevant extracts of Clause 3.1 of SSA are provided below:

“GOI’s intention is to establish an independent airport economic regulatory authority (the
“Economic regulatory authority ) which will be responsible for certain aspects of regulation (including
regulation of aeronautical charges) of certain airports in India. GOl agrees to use reasonable efforts to
have the Economic Regulatory Authority established and operating within two (2) years from the
Effective Date. GOI further confirms that, subject to applicable law, it shall make reasonable endeavors
to procure that Economic Regulatory Authority shall regulate and set/re-set aeronautical charges, in
accordance with the draft principal set out in schedule one appended here to. Provided however, the
upfront fee and the annual fees paid/payable by the JVC to AAl under the OMDA shall not be included
as part of cost provision of aeronautical services and no pass through would be available in relation to
the same.”

The Authority has been following the framework after analyzing the provisions of SSA as well as other
relevant documents viz. OMDA etc. The Authority examined the covenants of SSA and OMDA in respect
of MIAL for its implications on principles and mechanics of tariff fixation and has accordingly considered
these provisions while determining the aeronautical tariff in respect of CSMIA. The Authority’s examination
of these covenants has been detailed in its Order No. 32/2012-13 dated 15" January 2013 and Order No.
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13/2016-17 dated 23" September 2016 in the matter of Determination of Aeronautical Tariff in respect of
CSMI Airport for the First and the Second Control Periods respectively.

In line with the above approach, the Authority proposes to determine the Target Revenue (TR) by
aggregating terms in the following formula:

TRi=RBxWACCi+OMi+Di+T;—S;
where,
e TR =target revenue

¢ RB =regulatory base pertaining to Aeronautical Assets and any investments made for the performance
of Reserved Activities etc. which are owned by MIAL after incorporating efficient capital expenditure
but does not include capital work in progress to the extent not capitalized in fixed assets. It is further
clarified that penalties and liquidated damages, if any, levied as per the provisions of OMDA would
not be allowed for capitalization in the regulatory base. It is further clarified that the Upfront Fee and
any pre-operative expenses incurred by the successful bidder towards bid preparation will not be
allowed to be capitalized in the regulatory base.

FRoR = nominal post-tax weighted average cost of capital, calculated using the marginal rate of
corporate tax

OM = efficient operation and maintenance cost pertaining to Aeronautical Services. It is clarified that
penalties and liquidated damages, if any, levied as per the provisions of OMDA would not be allowed
as part of operation and maintenance cost.

D = Depreciation charged on aeronautical assets calculated in the manner as prescribed in Schedule
X1V of the Indian Companies Act, 1956 (and now amended under the Companies Act, 2013). In the
event, the Depreciation rates for certain assets are not available in the aforesaid Act, then the
Depreciation rates as provided in the Income Tax Act for such asset as converted to straight line
method from the written down method will be considered. In the event, such rates are not available in
either of the Acts then Depreciation rates as per generally accepted Indian accounting standards may
be considered.

T = Corporate taxes on earnings pertaining to Aeronautical Services
S = 30% of the Gross Revenue generated from the Revenue Share Assets, which are defined to include:
o Non-Aeronautical Assets; and

o Assets required for provision of aeronautical related services arising at the Airport and not
considered in revenues from Non-Aeronautical Assets (e.g. Public admission fee etc.)

i = time period (year) i
RBi= RBi—1— Di+ I
where,
For the 1* regulatory period, RB would be the sum total of

o the Book Value of the Aeronautical Assets in the books of MIAL and
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o the Hypothetical Regulatory Base computed using the then prevailing tariff and the revenues,
operation and maintenance cost, corporate tax pertaining to Aeronautical Services at the
Airport, during the financial year preceding the date of such computation.

o | = Investment undertaken in the period.

1.5 AUTHORITY’S ORDERS APPLIED IN THE TARIFF PROPOSALS IN THIS
CONSULTATION PAPER (CP)

1.5.1 Normative approach to Building Blocks in Economic Regulation of Major Airports — Capital Costs Reg.

(i) The Authority issued Order No. 07/2016-17 dated 06™ June 2016, in the matter of Normative Approach
to Building Blocks in Economic Regulation of Major Airports — Capital Costs Reg.

(i) Normative Approach Order is applicable to CSMIA as it is a major airport and will be appropriately
applied by the Authority in tariff determination process.

1.5.2 Determination of useful life of airport assets

(i) The Authority issued Order No. 35/2017-18 dated 12th January 2018 and Amendment No.1 to Order
N0.35/2017-18 dated 9th April 2018, in the matter of determination of useful life of airport assets.

(i) The Authority proposes to consider Order No. 35/2017-18 along with amendment in its determination
of aeronautical tariff in respect of CSMIA.

1.6  SEQUENCE OF SIGNIFICANT PAST EVENTS IN THE TARIFF DETERMINATION
PROCESS

1.6.1 Pursuant to the AERA Act, 2008, the Authority issued guidelines for determining aeronautical tariffs at
major airports. MIAL submitted Multi-Year Tariff Proposals (MYTP) for the control periods, based on
which the Authority determined the aeronautical tariffs as detailed below:

(i) For the First Control Period (1st April 2009 — 31st March 2014), the Authority determined the
aeronautical tariff vide Order No. 32/2012-13 dated 15th January 2013. The Authority determined
the X-factor for the First Control Period at -154.89% on the aeronautical tariff.

a) The Tariff Order No. 32/2012-13 was challenged by MIAL before the Hon’ble TDSAT tribunal in
the AERA Appeal No. 4 of 2013 and the same was decided by the Tribunal.

b) The order passed by the Tribunal was further challenged before the Hon’ble Supreme Court of
India in Civil Appeal No. 5401 of 2019 under Section 31 of the AERA Act in respect to the
Chhatrapati Shivaji Maharaj International Airport (CSMIA), Mumbai. The appeal was decided by
the Hon’ble Supreme Court on the 11" of July 2022.

For the Second Control Period (1st April 2014 — 31st March 2019), the Authority issued multiple
interim orders extending the First Control Period tariffs. The aeronautical tariff was finalized vide
Order No. 13/2016-17 dated 23rd September 2016, effective from 1st November 2016. The Authority
determined the X-factor for the Second Control Period at +9.65% on the aeronautical tariff.

a) The Tariff Order No. 13/2016-17 was challenged by MIAL before the Hon’ble TDSAT tribunal in
the AERA Appeal No. 9 of 2016 and the same was decided by the Tribunal and the outcome was
pronounced on the 6" of October 2023.
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(iii) For the Third Control Period (1st April 2019 — 31st March 2024), MIAL submitted its initial MYTP
in 2019, later revised in 2020. Following stakeholder consultations, the aeronautical tariff was
finalized vide Order No. 64/2020-21 dated 27th February 2021, effective from 1st April 2021.

a) The Tariff Order No. 64/2020-21 was challenged by MIAL before the Hon’ble TDSAT tribunal in
the AERA Appeal No. 2 of 2021 and the same was decided by the Tribunal and the outcome was
pronounced on the 6™ of October 2023.

(iv) Apart from the Three Control Period Orders, the Authority also issued the following Orders in respect
of Development Fee (DF) to be levied at the CSMIA:

a) Order No. 29/2012-13 dated 21 December 2012 in the matter of the levy of Development Fee by
MIAL at CSMIA.

b) Order No. 46/2015-16 dated 28™ January 2016 in the matter of the levy of Development Fee in
respect of the Metro Connectivity Project for CSMIA.
1.6.2 The following are the tariff orders issued by the Authority for MIAL:
Table 4: Tariff Orders issued by the Authority for MIAL

Tariff Orders Applicability Period Pertaining To
Order no 32/2012-13 dated 15™
January, 2013

Order no 13/2016-17 dated 23
September, 2016

Order no 64/2020-21 dated 27"
February, 2021

w.e.f. 1%t April 2009 to 31%t March 2014 First Control Period

w.e.f. 1%t April 2014 to 31% March 2019 Second Control Period

w.e.f. 15t April 2019 to 31% March 2024 Third Control Period

Interim Tariff Extension
Order for the Fourth Control
Period
Interim Tariff Extension
Order for the Fourth Control
Period

Order no 40/2023-24 Interim w.e.f. 15t April 2024 to 30" September
Tariff Extension Order 2024

Order no 09/2024-25 Interim w.e.f. 15t October 2024 to 31% March
Tariff Extension Order 2025

1.7 HON’BLE SUPREME COURT DIRECTIONS REGARDING THE DECISIONS TAKEN BY
THE AUTHORITY FOR THE FIRST CONTROL PERIOD

1.7.1  MIAL filed Civil Appeal in the Hon’ble Supreme Court against the Hon’ble TDSAT judgements dated 15
November 2018 in the matter of the Tariff Order for the First Control Period issued on 15" January 2013.
The Hon’ble Supreme Court pronounced its judgement regarding these matters on 11" July 2022 post
issuance of the Tariff Order for the Third Control Period by the Authority.

The Hon’ble Supreme Court vide its judgement dated 11" July 2022, has dismissed the Civil Appeal filed
by MIAL against the Hon’ble TDSAT judgement dated 15" November 2018 except on the issue relating to
corporate tax on earnings pertaining to aeronautical services.

As per the decision of the Hon’ble Supreme Court Order, the corporate taxes on earnings pertaining to
Aeronautical services has to be computed solely on regulatory accounts prepared by the Authority for the
Target Revenue. Article 3.1.1 of the SSA mandates that Annual Fee paid/payable to AAI shall not be
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considered as a cost in relation to provision of Aeronautical Services. Thus, Annual Fee payable by MIAL
shall not be treated as an expense while calculating the corporate taxes on earnings pertaining to aeronautical
services.

1.8 HON’BLE TDSAT DIRECTIONS REGARDING THE DECISIONS TAKEN BY THE
AUTHORITY FOR THE SECOND AND THE THIRD CONTROL PERIOD

1.8.1 MIAL filed Appeal No. 9/2016 and 2/2021, against the Tariff Orders issued by the Authority for the Second
and the Third Control Period, respectively. The Hon’ble TDSAT vide its judgement dated 6™ October 2023
has disposed these Appeals. Additionally, the Hon’ble TDSAT also vide its order dated 21% July 2023 has
disposed of the Appeals filed by DIAL against the Tariff Orders issued by the Authority for the Second and
the Third Control Periods. Further, the Hon’ble TDSAT vide its order dated 14" February 2024 has disposed
of the Appeals filed by GHIAL against the Tariff Order issued by the Authority for the Third Control Period.
In all these judgements, certain issues have been decided in favor of the Airport Operators and certain issues
have been decided in favor of the Authority. The decisions of the Hon’ble TDSAT decided in favor of the
Airport Operators (MIAL, DIAL and GHIAL) have been factored by MIAL in the Multi Year Tariff
Proposal (MY TP) submission for the Fourth Control Period.

1.9 MULTI YEAR TARIFF PROPOSAL SUBMISSIONS BY MIAL FOR THE FOURTH
CONTROL PERIOD

1.9.1 MIAL submitted the Multi Year Tariff Proposal (MY TP) document on 6th June 2024 seeking revision of
tariffs for aeronautical services at CSMIA, for the Authority’s consideration and approval for the Fourth
Control Period (from 1st April 2024 to 31st March 2029). MIAL has factored in the decisions of the Hon’ble
TDSAT on various issues and of Hon’ble Supreme Court judgement on the issue of corporate tax pertaining
to earnings from Aeronautical services. These decisions have an impact on the First, Second and Third
Control Period along with the treatment of Regulatory Building Blocks for the Fourth Control Period.

However, the Authority has challenged the decisions of the Hon’ble TDSAT by filing Civil Appeals in the
Hon’ble Supreme Court under Section 31 of AERA Act, 2008. These Civil Appeals were opposed by MIAL
and DIAL on the ground that AERA, being a Tariff determining Authority, is a quasi-judicial body and
therefore, it cannot file Appeal against the judgement of Hon’ble TDSAT which is an appellate Authority.

The Hon’ble Supreme Court vide its judgement dated 18th October 2024 has rejected the contentions of
MIAL and DIAL and has held that the appeals filed by the Authority under Section 31 of the AERA Act,
2008, against the Hon’ble TDSAT orders are maintainable on the ground that AERA is a necessary party in
the Appeals filed before the Hon’ble TDSAT and the Authority is the custodian of public interest and for
protecting public interest it can file Civil Appeal under Section 31 of the AERA Act, 2008. The Hon’ble
Supreme Court has now listed these Civil Appeals filed by the Authority for hearing on merit and are pending
before the Hon’ble Supreme Court for final settlement and thus are sub-judice.

The Authority has carefully examined the issue of implementation of the above-mentioned orders of the
Hon’ble TDSAT. The Authority has utmost regards for the directions of the Appellate Authority. However,
the Authority has challenged these orders in Hon’ble Supreme Court under section 31 of AERA Act, 2008,
and Hon’ble Supreme Court is presently hearing the matter. Thus, the issues raised in the Civil Appeal filed
by the Authority are not finally settled and the Hon’ble Supreme Court is seized up of the matter. Therefore,
the Authority notes that under such circumstances if it decides to implement the Hon’ble TDSAT order
without finally settling the issues before the Hon’ble Supreme Court and increase in tariff is effected
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considering MIAL’s submissions on the basis of Hon’ble TDSAT judgments for the Fourth Control Period,
then it shall lead to a significant increase in Aeronautical tariff which will have to be borne by the Airport
users as MIAL will start recovery of increased tariff from the Airport users. If at a later stage, the Civil
Appeals filed by the Authority are upheld or decided in its favor, then it will not be possible to refund the
excess charges collected from the Airport users during this period on account of the increase in tariff. Due
to all these factors, MIAL would have unjust enrichment at the cost of Airport users. All these factors clearly
establish that considering MIAL submissions of giving effects to Hon’ble TDSAT judgements without
finally settling the issues before Hon’ble Supreme Court, is not in public interest, more so when the Hon’ble
Supreme Court is seized up of all these issues and is hearing these Civil Appeals. On the contrary, public
interest would be better served if Authority takes the decisions on the basis of final decision of Hon’ble
Supreme Court of India on these issues.

Considering the above and in public interest, the Authority proposes to continue the tariff determination
exercise consistent with the decisions taken in the Tariff Order for the Third Control Period. The final
decision regarding the issues raised by the Authority in the Civil Appeal will be taken once the matter attains
finality in the proceedings before the Hon’ble Supreme Court.

The Authority, as mentioned in para 1.7.3, proposes to implement the Hon’ble Supreme Court judgment
dated 11" July 2022 with regard to corporate taxes on earnings pertaining to Aeronautical services and
compute the Aeronautical Taxes based on the regulatory accounts by not treating the Annual Fee pertaining
to Aeronautical Revenues as an expense while computing the Aeronautical Taxes as per the directions
contained in the said judgement of the Hon’ble Supreme Court.

The Authority has appointed an Independent Consultant, M/s PKF Sridhar & Santhanam LLP, to assess the
MY TP submitted by MIAL for CSMIA for the Fourth Control Period. The independent consultant assisted
the Authority in verifying the data from various supporting documents submitted by MIAL such as audited
financial statements, Fixed Assets Register (FAR), construction contracts, expense register and submissions
made on the basis of various judgements of Hon’ble TDSAT and Hon’ble Supreme Court. The independent
consultant also assisted the Authority in ensuring that the treatment provided to various Regulatory Building
Blocks is consistent with the Authority’s methodology and approach.

The Authority, through its Independent Consultant, has examined the MY TP submitted by MIAL, including
obtaining clarifications on the information shared by MIAL from time to time, to review the appropriateness
of the classification of assets, the reasonableness of the proposed Capital Expenditure, Operation &
Maintenance expenditure and other building blocks, for finalizing this Consultation Paper.

MIAL has sought a TR of Rs. 38,724.19 crores (translating to an of NPV of Rs. 32,156.61 crores) for 5 years
and one time increase of 675.72% for determination of aeronautical tariffs in the first year with an annual
inflationary adjustment at the CPI (as per OMDA) inflation rate of 4.50% for each subsequent year.

The timelines of various submissions made by MIAL with regards to the Multi Year Tariff Proposal are as
below:

Table 5: Timeline of Various Submissions made by MIAL

MYTP Submission 6" June 2024
Introductory Meeting with MIAL 14" June 2024
Initial Set of Queries Sent to MIAL 2" July 2024
Online Discussion presentation by MIAL Team on Capex 10" July 2024
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Submission of Audited General Purpose Financial Statements by MIAL 22M July 2024
DISC!JSSIOH Operating Expenses data related queries and additional data 261 July 2024
requirement (In person)

Discussion Capital Expenditure data related queries and Capital Expenditure
of the Fourth Control Period plan discussion (In Person)

Discussion on pending information and Operating Expenses related queries
with MIAL (Virtual meeting)

9 Clarifications with respect to Capital Expenditure 28™M Aug 2024
30" Aug 2024 and 31%
Aug 2024

11 | Clarification relating to Capital Expenses 10" Sep 2024

12 | Clarifications related to Operating Expenses 19 Sep 2024

13 Clarifications relating to Operating Expenses and Non-Aeronautical 15% Oct 2024

Revenues
14 | Clarifications relating to Legal Expenses 28™ Oct 2024
15 | Clarification relating to Related Party Transactions 30" Oct 2024
16 Discussion on Digitalization App (Virtual meeting) 5" Nov 2024
17 | Clarifications related to Operating Expenses 12" Nov 2024
18 NATS Study Report 18™ Jan 2025
19 | GST ITC Details 3™ Feb 2025

8™ Aug 2024

24" Aug 2024

10 | Site visit for Capital Expenditure inspection

1.9.11 After reviewing the various submissions made by MIAL along with MY TP, the Authority is releasing this
Consultation Paper to initiate the Stakeholder Consultation as part of the tariff determination process.

RELATED PARTY TRANSACTIONS

1.9.12 The Authority, through its Independent Consultant, obtained details of the related parties with whom the
airport operator has engaged, for rendering or receiving services. The list of such related parties and the
nature of services rendered during the five years of the Third Control Period are provided in the table below:

Table 6: Related Parties of MIAL from July 2021 (managed by Adani Group)

Duty Free Income Mumbai Travel Retail Pvt Ltd Fellow Subsidiary
Mumbai Airport Lounge Services
Pvt Ltd

Car Parking Management | Adani Airport Holdings Ltd Intermediate Holding Company
. Mumbai Aviation Fuel Farm .
Fuel Farm Facility (Aero) Facility Private Ltd Joint Venture
Cargo Services Rajputana Smart Solution Ltd Fellow Subsidiary

Utilities Charges Adani Electricity Mumbai Ltd Entities Controlled by Directors
Loan Interest Accrued/
Corporate Cost
Corporate Cost AEL Ultimate Holding Company
Reimbursement of NMIAL Subsidiary

Expenses
Digital Service Adani Digital Lab Pvt Ltd Fellow Subsidiary
Annual Fees paid to AAl | Airports Authority of India (AAI) Joint Venture
Adani Total Energies E-Mobility
Limited

Ahmedabad International Airport
Limited

Lucknow International Airport
Limited

Lounge Services Joint Venture

AAHL Intermediate Holding Company

O N oo b (W N |

Energy Solutions Entities Controlled by Directors

Cost Allocation Fellow Subsidiary

Cost Allocation Fellow Subsidiary
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Aero Sales Karnavati Aviation Private Limited | Entities Controlled by Directors
Adani Institute for Education and
Research

Training Related Services Entities Controlled by Directors

Table 7: Related Parties of MIAL from April 2019 to July 2021 (managed by GVK Group)

Revenue Share & Utility from
Retail Concessionaire
Revenue Share & Utility from | Greenwood Palaces & Resorts
Taj Santacruz Pvt Ltd

GVK Power & Infrastructure
Ltd

Technical Services ACSA Global Ltd

Adaa Traders Pvt Ltd Entities Controlled by Directors

Entities Controlled by Directors

Corporate Cost Ultimate Holding Company

Shareholder / Consortium
Member in the Joint Venture

Reimbursement of Travel
Ticket Cost/Credit Note Orbit Travel & Tours Pvt Ltd Entities Controlled by Directors
Received for Earlier Years

Crescent EPC Project and
Infrastructure Services Technical Services Limited Entities Controlled by Directors
(CPTSL)

1.9.13 The Authority noted that MIAL has put in place a policy approved by its Board with respect to the matters
pertaining to Related Party Transactions as required under Section 188 of Companies Act 2013 and SEBI
(Listing Obligations and Disclosure Requirements) Regulations 2015. As per the policy:

(i) Every Related Party Transaction and subsequent modifications shall be subject to the prior approval
of the Audit Committee of the Board of MIAL whether at a meeting or by a resolution by circulation.
Further, only those members of the Audit Committee who are independent directors shall approve
Related Party Transactions.

Further, if the Audit Committee of the Board of MIAL determines that a Related Party Transaction
should be brought before the Board, or where Audit Committee does not approve of the transaction, it
shall make its recommendation to the Board, or if the Board in any case decides to review any such
matter or it is mandatory under any law for Board to approve the Related Party Transaction, then the
Board shall consider and approve the Related Party Transaction.

1.9.14 The Authority notes the following as per Clause 8.5.7 with regards to Contracts, Leases and Licenses from
the OMDA signed between MIAL and AAI as below:

“Contracts, Leases and Licenses
i.  Sub-Contracting, Sub-Leasing and Licensing

a. Any activity may be sub-contracted by the JVC, provided always that notwithstanding the sub-
contract, the JVC retains overall management, responsibility, obligation and liability in relation
to the sub-contracted Airport Service. Any such subcontracting shall not relieve the JVC from
any of its obligations in respect of the provision of such Airport Services under this Agreement.
It is clarified that JVC shall remain liable and responsible for any acts, omissions or defaults
of any sub-contractor, and shall indemnify AAIl in respect thereof. Provided however that any
sub-contract involving foreign manpower or materials shall be subject to the political
sensitivities of GOI.
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b. AAI hereby recognizes the right of JVC to sub-lease and license any part (but not whole) of the
Airport Site to third parties for the purpose of performance of its obligations hereunder.

Before entering into contracts or granting any sub-lease or license, the JVC will:

Without prejudice to the foregoing, every contract entered into by the JVC shall be on an arms-
length basis (and comply with contracting procedures set forth in Schedule 12), and shall
contain an express provision allowing the transfer of the rights and obligations of the JVC under
such contract to the AAl in the event of termination or expiry hereof. Every contract (including
any sub-lease or license arrangement) entered into by the JVC shall contain an express
provision recognizing the right of the AAI to acquire the Transfer Assets and the Non-Transfer
Assets (including reversion of underlying land) in the manner provided herein, and contain an
undertaking by the counter-party (ies), licensee/ sub-lessees, or owners of the relevant asset, as
the case may be to transfer the relevant Transfer Asset and/ or the Non-Transfer Asset (including
the reversion of the underlying land), as the case may be, upon the exercise of such right by
AAl. JVC shall further procure that any contracts entered into by any counter-party (ies),
licensees/ sub-lessees, as the case may be and relatable to any Transfer Asset and/ or the Non-
Transfer Asset shall also recognize the right of the AAI to acquire the Transfer Assets and the
Non-Transfer Assets in the manner provided herein, and contain an undertaking by the counter-
party (ies), sub-licensee, sub-sub-lessees, as the case may be to transfer the relevant Transfer
Asset and/ or the Non-Transfer Asset, as the case may be, upon the exercise of such right by
AAl.

JVC shall ensure that any sub-contract, license or sub-lease granted in relation to the Airport
expires on the thirtieth (30th) anniversary of Effective Date. JVC shall further procure that any
contracts entered into by any counter-party (ies), licensees/ sub-lessees, as the case may be and
relatable to the Airport shall also expire on the thirtieth (30th) anniversary of Effective Date.

The JVC shall prior to entering into or modifying any contract with a Group Entity of the JVC
or any of its shareholders (other than AAI), inform AAI about the key terms of such contract
and disclose the draft contract to the AAI. In relation to such contracts, AAI shall have the right
to object to any key terms that it can reasonably demonstrate are not equitable, are inconsistent
with or contrary to the letter or spirit of this Agreement or not on arms-length, and the JVC
shall address the reasonable concerns of AAI prior to execution of such contracts. The JVC
shall further ensure that any contract with a Group Entity of the JVC or any of its shareholders
(other than AAI) shall only be entered into after the board of directors of the JVC (the “Board”)
duly approves such contract itself and the same is not approved by any sub-committee of the
Board or by delegation to any person whatsoever. The Board shall have the right to consider
and comment on the terms and conditions of such contracts and suggest modifications thereto.
The Board shall be entitled to seek a report on the terms of contracts from the Independent
Engineer. The Board shall approve any such contract only if it is satisfied that the terms thereof
are no less favorable to the JVC than those which could have been obtained from bona fide non-
Group Entities/ non-shareholders on arms-length commercial basis. The rights and obligations
of the Board hereunder shall be incorporated into the Articles of Association of the JVC prior
to Effective Date.”
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1.9.15 Reference is also drawn to Schedule 12 of the OMDA, which states that:

“...Where a shareholder of the JVC (or any of its Group Entities) intends to tender for the contract, an
independent probity auditor must be appointed to review and monitor the tender to ensure a complete arm’s
length arrangement. It is clarified that the independent probity auditor shall not be a Group Entity of JVC
or any of its shareholders. JVC shall agree to the appropriate terms of reference and the selection procedure
of the independent probity auditor as laid down by AAI...”

The Authority observed that as per the provisions of OMDA mentioned above:

(i) For any contract entered into by MIAL with a Group Entity, AAI shall have the right to object to any
key terms if it can reasonably demonstrate that they are not equitable, are inconsistent with or contrary
to the letter or spirit of this agreement or are not on an arm’s-length basis.

(if) Any contract with a Group Entity or any of its shareholders (excluding AAI) shall only be executed
after obtaining approval from MIAL’s Board. The Board shall approve such contracts only if it is
satisfied that the terms are on an arm’s-length commercial basis.

(iii) MIAL shall ensure that transactions with Related Parties adhere to arm’s-length pricing principles and
comply with the contracting procedures outlined in Schedule 12 of the OMDA.

The Authority, through its Independent Consultant, has also sought and reviewed few probity audit reports
for Related Party Transactions during the Third Control Period.

The Authority also noted that the Board of Directors of MIAL comprise two nominee directors from AAI
and one nominee director from MoCA.

Further, the Authority observed that as per the Notes to the Audited Financial Statements (signed by
Statutory Auditors also) of MIAL for FY 2024:

“The transactions with related parties are made on terms of equivalent to those that prevail in arms’ length
transactions. This assessment is undertaken each financial year through examining the financial position of

”»

the related party and the market in which the related party operates.

Based on the above, the Authority expects the Board of Directors of MIAL and the AAI to exercise their
rights and/or obligations under the Companies Act 2013, SEBI Regulations 2015 and OMDA to ensure that
the contracts with Related Parties are at arm’s length basis and that the Related Party has experience of
providing similar service in other places to ensure protection of interest of all stakeholders, which may be
followed in letter and spirit.

1.10 CONSTRUCT OF THIS CONSULTATION PAPER

1.10.1 This Consultation Paper has been developed in the order of the events and as explained above. Chapter-wise
details have been summarized as follows:

(i)  Chapter 1 (this chapter) provides background information pertaining to CSMIA, including terminal
and technical details. Additionally, it also discusses the framework for tariff determination,
elaborating on the sequence of past events, the directions issued by the Hon’ble Supreme Court and
Hon’ble TDSAT, and the timelines associated with the determination of tariffs for the Fourth Control
Period.
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Chapter 2 sets forth MIAL’s submissions as part of the current MY TP regarding various issues related
to the true-up for the First Control Period. The chapter outlines the Authority’s earlier analysis and
decisions in the Third Control Period Tariff Order, followed by the Authority’s current examination
and proposals concerning the true-up for the First Control Period as part of the Fourth Control Period
tariff determination.

Chapter 3 presents MIAL’s submissions related to the true-up for the Second Control Period. The
Authority’s earlier analysis and decisions, as documented in the Third Control Period Tariff Order,
are detailed alongside the Authority’s current examination and proposals for the true-up for the
Second Control Period as part of the Fourth Control Period Tariff Determination.

Chapter 4 lists MIAL’s submissions regarding the true-up for the Third Control Period, focusing on
specific issues. The chapter also summarizes the Authority’s analysis and decisions regarding the
building blocks for the Third Control Period as per the Third Control Period Tariff Order, followed
by the Authority’s current examination and proposals on the same issues as part of the Fourth Control
Period tariff determination.

Chapter 5 addresses the submissions made by MIAL concerning traffic projections for the Fourth
Control Period. The chapter includes the Authority’s examination of these submissions and its
proposals on traffic projections for the Fourth Control Period.

Chapter 6 includes MIAL’s submissions regarding Capital Expenditure (CAPEX), Depreciation,
Hypothetical Regulatory Asset Base (HRAB) and the Regulatory Asset Base (RAB) for the Fourth
Control Period. The chapter outlines the Authority’s detailed examination, adjustments,
rationalization, and proposals regarding aeronautical CAPEX, depreciation, HRAB and RAB for the
Fourth Control Period.

Chapter 7 to 12 includes MIAL’s submissions on various regulatory building blocks for the Fourth
Control Period, including the Fair Rate of Return, inflation, operating and maintenance expenses,
non-aeronautical revenue, taxation, and quality of service. Each chapter also incorporates the
Authority’s examination and proposals regarding these matters.

(viii) Chapter 13 provides the Authority’s determination of Target Revenue for the Fourth Control Period,
derived from its examination of the regulatory building blocks and proposals outlined in preceding
chapters.

(ix) Chapter 14 summarizes the Authority’s proposals put forward for consultation.

(X) In Chapter 15, the Authority invites views from all the stakeholders regarding proposals put forward
for tariff determination for the Fourth Control Period in the Consultation Paper.
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2. TRUE UP OF THE FIRST CONTROL PERIOD

2.1 ISSUES RAISED BY MIAL PERTAINING TO THE TRUE UP FOR THE FIRST CONTROL
PERIOD

2.1.1 MIAL raised the following issues relating to the First Control Period for the True up in MY TP for the Fourth

Control Period:

(i) Regulatory Asset Base: DF Assets Capitalization, Aeronautical Asset Allocation Ratio

(it) Depreciation changes consequent to changes in RAB

(iii) Revenue from Revenue Share Assets: Other Income, Revenue from Existing Assets and Annual Fees
in the demised premises and annual fees paid to AAI should be excluded in the computation of ‘S’
Factor

(iv) Aeronautical Tax to be recomputed as per the Hon’ble Supreme Court and TDSAT Orders

MIAL has raised these issues after factoring in the decisions of the Hon’ble TDSAT on various issues and
of the Hon’ble Supreme Court judgement on the issue of corporate tax pertaining to earnings from
Aeronautical services.

For each of the issues raised, the Authority has analyzed submissions made by MIAL issue-wise in the
following order:

(i) Recording and understanding MIAL's submission in the MYTP

(ii) Recap of decision taken by the Authority for these matters as part of the True up for the First Control
Period

(iii) Examination and proposal regarding these matters as part of tariff determination for the current control
period

In view of the Authority’s analysis provided in para’s from 1.9.2 to 1.9.5, with regards to the issues raised
by the Authority in the Civil Appeal against the judgements of the Hon’ble TDSAT, the Authority is of the
view that presently it needs to continue the tariff determination exercise consistent with the decisions taken
in the Tariff Order for the Third Control Period as the matter is sub-judice before the Hon’ble Supreme
Court.

Further, the Authority proposes implementing the Hon’ble Supreme Court judgement dated 11" July 2022
as detailed in para 1.7.3 and recomputing the Aeronautical Taxes based on the regulatory accounts. This
will involve not treating the Annual Fee paid to AAI during the control period as an expense while
computing the Aeronautical Taxes.

The following paragraphs explain these issues in detail:
2.2 TRUE UP OF REGULATORY ASSET BASE (RAB)

MIAL'S SUBMISSION ON THE TRUE UP OF RAB FOR THE FIRST CONTROL PERIOD IN
MYTP FOR THE FOURTH CONTROL PERIOD

2.2.1  The Authority, in the Second Control Period tariff order adjusted the entire DF amount of Rs. 3,400 crores
(as allowed by the Authority vide Order No. 32/2012-13) by FY 2013-14 while calculating RAB for the
First Control Period. It is to be noted that only a part of the new Terminal 2 was commissioned in FY 2013-
14, while other facilities and balance Terminal 2 were commissioned only in FY 2015-16.
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The Hon’ble TDSAT vide order dated 6" October 2023 directed the Authority to adjust the Development
Fee based on actual amount of assets funded through Development Fee while calculating RAB, as per the
Auditor’s Certificate/Annual Accounts till FY 2015-16 when the project got completed because other
facilities and balance portion of Terminal 2 was commissioned only in FY 2015-16.

Table 8: Comparison of adjustment to RAB as per the Authority and as per the audited accounts
(Rs. in crores)

Particulars FY10 FY11 FY12 FY13 FY14 Total

DF adjustment as per audited accounts 26.87 72.93 77.08 126.40 | 3,038.87 | 3,342.15
DF adjustment as per the Authority 51.86 142.98 193.18 318.35 | 3,400.00 | 4,106.37
Variance (DF adjustment as per the
Authority being higher than as per 24.99 70.05 116.10 191.95 361.13 764.22
audited accounts)

MIAL has given effect to the above directions of the Hon’ble TDSAT in the current MYTP. Higher
adjustment of DF, as considered by the Authority, has a direct impact on reducing the RAB of all the years
of the First Control Period.

Based on the above, revised RAB of the First Control Period computed by MIAL considering DF adjustment
as per the audited accounts is given below:

Table 9: Closing RAB of the First Control Period computed by MIAL as per the audited DF
capitalization schedule
(Rs. in crores)

Particulars FY10 FY11 FY12 FY13 FY14 Total
Opening RAB 827.80 | 1,14499 | 157254 | 1,968.13 | 2,241.29

Pro Rata Additions 6386 | 32184 | 358.74| 26036 | 963.75| 1,968.54
during the year

Balance Additions 308.11 193.03 150.08 14554 | 2,476.66 3,273.41
Less: Depreciation 54.78 87.31 113.23 132.74 150.80 538.86

Closing RAB Ech_+DB+ 1,14499 | 157254 | 1,968.13 | 2,241.29 | 5,530.90

Average RAB F= A+B-D 836.88 | 1,379.52 | 1,818.06 | 2,095.75 3,054.24
Further, the Hon’ble TDSAT vide its order dated 6™ October 2023 directed the Authority to consider asset
allocation of 86.17% for FY 2013-14 by applying asset allocation ratio only to common assets of Terminal
2. The Authority had computed asset allocation at 83.97% by applying the ratio to the total cost of Terminal
2 in the First Control Period.

It is to be noted that MIAL commissioned a study by the Indian Register of Shipping (IRS) which carried
out an independent verification of areas built at new T2 and submitted that total non-aeronautical Services
area is 14.43% of the total area of new T2. Using this allocation ratio to allocate the common assets between
Aeronautical Assets and Non-Aeronautical Assets already identified, the overall asset allocation was
86.17% as shown below:

Table 10: Computation of asset allocation of FY 2013-14 by MIAL
(Rs. in crores)
Asset Allocation as per MIAL Ref Total Assets Asset Allocation Aero Assets
Terminal 2 Assets
Aero 1,578 100.00% 1,578
Non-Aero 30 0.00% -
Common 4,583 85.60% 3,922
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Asset Allocation as per MIAL Ref Total Assets Asset Allocation Aero Assets
Other Assets
Aero al 3,583 100.00% 3,583
Non-Aero bl 814 0.00% -
Common cl 377 84.10% 317
Total Assets
Aero A=a+al 5,161 5,211*
Non-Aero B=b-+bl 845 -
Common C=c+cl 4,960 4,239
Total A+B+C 10,966 9,450
Asset Allocation 86.17%

*Additional 49.80 Crs asset reclassified by AERA to aeronautical, is classified as non-aero in ICWAI MARF study.

MIAL submits that if aeronautical asset allocation is changed from 83.97% to 86.17%, closing RAB of FY
2013-14 will change from Rs. 5,531 crores (computed in Table 10 above) to Rs. 5,766 crores and
consequently the same will become the opening RAB of FY 2014-15.

Table 11: Computation of closing RAB of FY13-14 by changing aeronautical allocation from 83.97%
10 86.17% - as submitted by MIAL

(Rs. in crores)
Particulars Ref FY10 FYi1 FY12 FY13 FY14 Total
Opening RAB A 827.80 1,144.99 1,572.54 | 1,968.13 2,241.29

Pro Rata Additions B 63.86 321.84 | 35874 | 26036 | 963.75| 196854
during the year

Balance Additions C 308.11 193.03 150.08 14554 | 2,476.66 3,273.41
Less: Depreciation D 54.78 87.31 113.23 132.74 156.74 544.80

Closing RAB E :CA_+DB * 1,144.99 157254 | 1,968.13 | 2,241.29 | 5,530.90

Average RAB F= A+B-D 836.88 1,379.52 | 1,818.06 | 2,095.75 | 3,054.24
RECAP OF DECISION TAKEN BY THE AUTHORITY REGARDING THE TRUE UP FOR THE

FIRST CONTROL PERIOD AT THE TIME OF TARIFF DETERMINATION FOR THE SECOND
CONTROL PERIOD

The Authority in the Second Control Period Order had adjusted the entire DF amount of Rs. 3,400 crores
by FY 2013-14 while calculating RAB for the First Control Period and considered asset allocation ratio of
85.57% (aeronautical) for Terminal 2 and re-computed the overall asset allocation ratio for FY 2013-14 to
83.97%. The Authority did not true up this matter in the Third Control Period Order for reasons mentioned
in the Third Control Period Order.

Table 12: Computation of asset allocation of FY 2013-14 by the Authority in the Second Control
Period Order
(Rs. in crores)
Asset Allocation as per the Authority Total Assets Asset Allocation Aero Assets
Terminal 2 Assets
Aero 1,578 85.60% 1,351
Non-Aero 30 85.60% 26
Common 4,583 85.60% 3,923
Other Assets
Aero 3,583 100.00% 3,583
Non-Aero 814 0.00% -
Common 377 84.10% 317
Total Assets
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Asset Allocation as per the Authority Ref Total Assets Asset Allocation Aero Assets

Aero A=a+al 5,161 4,984*
Non-Aero B=b+bl 845 26
Common C=c+cl 4,960 4,240
Total A+B+C 10,966 9,250
Asset Allocation 83.97%

* Additional 49.8 Crs asset reclassified by AERA to aeronautical, is classified as non-aero in ICWAI MARF study. AERA has
added Rs. 49.8 Crs to aero assets, but inadvertently has not reduced it from non-aero assets, increasing total assets from Rs.
10,966 Crsto Rs. 11,016 Crs.

AUTHORITY’S EXAMINATION OF THE MATTERS REGARDING THE TRUE UP OF RAB FOR
THE FIRST CONTROL PERIOD AS PART OF TARIFF DETERMINATION FOR THE FOURTH
CONTROL PERIOD

The Authority noted that MIAL has submitted the revised values for RAB consequent to the adjustment in
DF assets as per the audited financial statements, and recalculating the overall asset allocation ratio for FY
2013-14 by considering asset allocation ratio to only Common Assets.

2.2.10 With regards to the change in RAB due to DF adjustment and the changes in Asset Allocation, the Authority
consistent with the decision taken during the tariff determination for the Third Control Period proposes to
retain the same approach, as mentioned in para 2.1.4 of this Consultation Paper.

Consequently, after excluding the TDSAT impact factored in by MIAL, the RAB for the First Control Period
is as follows:

Table 13: RAB proposed to be considered by the Authority for the True up of the First Control Period
(Rs. in crores)

Particulars Ref FY10 FYi1 FY12 FY13 FY14 Total

Opening RAB A 827.80 1,120.98 | 1,506.94 | 1,861.94 | 2,069.77

Pro Rata Additions B 59.39 20264 | 32532 | 21172| 91634 | 1.805.41
during the year

Balance Additions C 287.48 177.16 137.12 118.32 | 2,354.54 3,074.63

Depreciation D 53.69 83.84 107.43 123.22 141.88 510.06

Closing RAB A+B+C-D 1,120.98 1,506.94 | 1,861.94 | 2,068.76 | 5,198.78

Average RAB A+B-D 833.51 1,329.78 | 1,724.83 | 1,950.45 | 2,844.24

2.2.12 In view of the above, the Authority proposes to consider the same RAB as considered in the Third Control
Period Tariff Order (as mentioned in Table 13 above) for the True up of the First Control Period.

2.3 TRUE UP OF DEPRECIATION ON REGULATORY ASSET BASE (RAB)

MIAL’S SUBMISSION ON THE TRUE UP OF DEPRECIATION ON RAB FOR THE FIRST
CONTROL PERIOD IN MYTP FOR THE FOURTH CONTROL PERIOD

2.3.1 As explained above, due to the change in adjustment of DF in RAB, and considering aeronautical asset
allocation of 86.17%, MIAL has submitted the depreciation for the First Control Period as follows:

Table 14: Depreciation for the First Control Period considering change in DF assets capitalization
schedule and 86.17% aeronautical allocation for FY 2013-14
(Rs. in crores)

Particulars FY10 FY11 FY12 FY13 FY14 Total

Revised Depreciation on RAB as per MIAL 54.78 87.31 | 11323 | 132.74 | 156.74 | 544.80
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RECAP OF DECISION TAKEN BY THE AUTHORITY REGARDING THE TRUE UP FOR THE
FIRST CONTROL PERIOD AT THE TIME OF TARIFF DETERMINATION FOR THE SECOND
CONTROL PERIOD

2.3.2 The Authority in the Second Control Period Order had calculated depreciation based on adjustment of entire
DF amount of Rs. 3,400 crores by FY 2013-14 and considering 83.97% as asset allocation ratio for FY
2013-14. The same was followed during the tariff determination of the Third Control Period as well.

Table 15: Depreciation on RAB computed by the Authority for the First Control Period in the Second
Control Period Order
(Rs. in crores)
Particulars FY10 FY11 FY12 FY13 FY14 Total
Depreciation on RAB 53.69 83.84 107.43 123.22 141.88 510.06

AUTHORITY’S EXAMINATION OF THE MATTERS REGARDING THE TRUE UP OF
DEPRECIATION ON RAB FOR THE FIRST CONTROL PERIOD AS PART OF TARIFF
DETERMINATION FOR THE FOURTH CONTROL PERIOD

2.3.3  With regards to the change in RAB due to DF adjustment and the changes in Asset Allocation, the Authority
consistent with the decision taken during the tariff determination for the Third Control Period proposes to
retain the same as mentioned in para 2.1.4 of this Consultation Paper.

2.4 TRUE UP OF REVENUE FROM REVENUE SHARE ASSETS AND S FACTOR

MIAL’S SUBMISSION ON THE TRUE UP OF REVENUE SHARE ASSETS AND S FACTOR FOR
THE FIRST CONTROL PERIOD IN MYTP FOR THE FOURTH CONTROL PERIOD

As per the definition mentioned in SSA, Revenue Share Assets are defined as below:

“Revenue Share Assets” shall mean (a) Non-Aeronautical Assets; and (b) assets required for provision of
aeronautical related services arising at the Airport and not considered in revenues from Non-Aeronautical
Assets (e.g. Public admission fees, etc.)

MIAL in their MYTP for the Fourth Control Period has excluded Other Income, Revenue from EXxisting
Assets and Annual Fee payable to AAI from the calculation of ‘S’ factor. MIAL has followed Hon’ble
TDSAT orders dated 21st July 2023 for the Second Control Period and Third Control Period for DIAL,
while computing S factor and the relevant TDSAT order excerpt is shown below:

Other Income as part of Revenue from Revenue Share Assets

“The definition of “Revenue Share Assets” defines “shall mean” meaning thereby to that, it is an exhaustive
definition. The definition is not extensive. It would cover only those assets which are defined as Revenue
Share Assets. Thus addition is not permissible. This aspect has not been properly appreciated by AERA
while treating “other income” as part of revenue, generated from revenue share assets.

In view of the aforesaid reasons, “Other income” cannot be a part of revenue from Revenue Share Assets
and consequently, in calculation of “S” factor in target revenue formula which is TR = RB X WACC + OM
+D+T-S.

Since other income is not generated from sources allowed under contract, it should not be considered as
part of Revenue from Revenue Share Assets.
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Annual fee in the calculation of Revenue from Revenue Share Assets

Annual fee payable to Airport Authority of India (AAIl) is not a cost, because the cost is an amount paid to
acquire the revenue. Cost is that amount which the entrepreneur pays for procuring the revenue. The cost
is an expenditure incurred by any company or firm to produce the goods or services for sale. The cost is an
amount that is incurred to earn that revenue prior to such revenue is being earned. Annual fees accrues to
AAI after “Revenue” has been earned by MIAL. Hence Annual fee is not included in the calculation of
determination of “S” — factor.

“2. Establishment of Escrow Account and Declaration of Trust
2.1 Establishment of the Accounts

The Company and the Escrow Bank confirm that the Escrow Bank has established, in the name of the
Company at the Escrow Bank's New Delhi branch, an account titled the "Escrow Account”. The Escrow
Account shall have the following sub accounts, maintained, controlled and operated by the Escrow Bank
for the purposes of this Agreement, namely:

(a) a sub account maintained, controlled and operated by the Escrow Bank, titled the "Receivables
Account™;

(b) a sub account maintained, controlled and operated by the Escrow Bank, titled the "Proceeds Account"
which shall have the following sub accounts:

(i) a sub-account maintained, controlled and operated by the Escrow Bank, titled the "Statutory Dues
Account’’;

(ii) a sub-account maintained, controlled and operated by the Escrow Bank, titled the "AAl Fee
Account”; and

(iii) a sub-account maintained, controlled and operated by the Escrow Bank, titled the "Surplus
Account".”

As per Clause — 3 thereof, it appears that revenue comes in the hands of the JVC only in the “Surplus
account”. Clause 3.2 of the Escrow Account Agreement makes it explicitly clear that the revenue meant for
this appellant is in “Surplus account”. Thus, out of total “gross revenue”, amount equal to Annual Fee
never comes in the hands of or in the account meant for appellant and, therefore, while calculating gross
revenue generated by JVC from the Revenue Share Assets, the amount of annual fee ought to be excluded.

Revenue accruing from Existing assets / Demised premises considered as part of revenue from
Revenue Share Assets

“The definition of “Revenue Share Assets”, as stated hereinabove it shall mean a Non-Aeronautical Assets
and the assets required for provision of aeronautical related services arising at the Airport and not
considered in revenues from Non-Aeronautical Assets. Looking to the definition of Non-Aeronautical
Assets, all the assets required or necessary for the performance of Non-Aeronautical Assets at the Airport
as listed in Part-1 of Schedule — 6 of OMDA as located at the Airport irrespective of whether they are owned
by JVC or any third party to the extent such assets are located within or form part of any terminal building
or are conjoined to any other Aeronautical assets, asset including in Paragraph (i) above, and such assets
are incapable of independent access and independent existence or are prominently serving/catering any
terminal complex/categorically complex and shall specifically include all the additional land (other than
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demised premises), property and structures thereupon acquired or leased during the Term in relation to
such non-aeronautical assets.

Non-Aeronautical Services are the services which are listed in Part- | and Part-11 of Schedule — 6 of OMDA.
In view of the aforesaid definition of Revenue Share Assets, Non-Aeronautical Assets and Non-Aeronautical
Services, it is explicitly clear that Non-Aeronautical Revenue accruing from existing premises/ demised
premises could not be considered as part of revenue from “Revenue Share Assets” and consequently it
cannot be used for cross subsidization. ”

2.4.3  As per the above submissions taken in the Hon’ble TDSAT Order dated October 6™, 2023:

(i) MIAL has excluded "Other Income™ from the computation of revenue derived from Revenue Share
Assets.

(i) The Hon’ble TDSAT ruled that revenue generated from existing assets or demised premises by the
appellant cannot be considered as part of revenue from "Revenue Share Assets" for the determination
of the ‘S’ factor — To take the effect of the mentioned order on Existing Assets, MIAL appointed a
firm to calculate the Revenue accruing from the Existing Assets from ‘S’ factor in determining the
Target Revenue.

(iii) The Hon’ble TDSAT has also directed the Authority to exclude the Annual Fee paid to AAI on Gross
Revenue generated by the JVC from Revenue Share Assets in the calculation of the S’ factor.

2.4.4 Based on the above, the revised ‘S’ factor submitted by MIAL is as below:

Table 16: Computation of revised ¢S’ factor of the First Control Period in line with the Hon’ble
TDSAT Order — as submitted by MIAL
(Rs. in crores)

Particulars Ref FY10 FY11 FY12 FY13 FY14 Total

Non-Aero Revenues including
other income (AERA Order A 515.35 688.14 | 801.50 | 851.39 | 883.12 | 3,739.51
N0.13/2016-17 Table 10)

Other Income (AERA Order

N0.13/2016-17 Table 10) B 6.91 4.70 6.61 4.20 12.90 35.31

Revenues from existing assets
(As per Independent Study) C 505.41 655.87 | 760.41 | 784.17 | 755.09 | 3,460.95

Revenues from RSA D=A-B-C 3.03 27.57 34.49 63.02 | 115.13 243.25

Annual Fee on above E=38.7%*D 1.17 10.67 13.35 24.39 44.56 94.14

Revenues from RSA after F=D-E 1.86 1690 | 2114 | 3863| 7057 | 149.11
annual fee paid to AAI

‘S’ Factor G=30%*F 0.56 5.07 6.34 11.59 21.17 44.73

RECAP OF DECISION TAKEN BY THE AUTHORITY REGARDING THE TRUE UP FOR THE
FIRST CONTROL PERIOD AT THE TIME OF TARIFF DETERMINATION FOR THE THIRD
CONTROL PERIOD

The Authority, vide its decision in para 7.7.4 of the Third Control Period Order, had included other income
while computing Revenue from Revenue Share Assets, used for computation of ‘S’ Factor. It was decided
to be trued up in the next control period.

The Authority, in the Third Control Period Order, has included the revenue from existing assets / demised
premises as part of the Revenue from Revenue Share Assets and had not excluded the Annual Fee paid to
AALl on Gross Revenue in its computation of the ‘S’ Factor.
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AUTHORITY’S EXAMINATION OF THE MATTERS REGARDING THE TRUE UP OF
REVENUE SHARE ASSETS AND ‘S’ FACTOR FOR THE FIRST CONTROL PERIOD AS PART
OF TARIFF DETERMINATION FOR THE FOURTH CONTROL PERIOD

The Authority consistent with the decision taken during the tariff determination for the Third Control Period
proposes to retain the same approach, as mentioned in para 2.1.4 of this Consultation Paper.

Consequently, the Authority proposes the following for the calculation of the ‘S’ factor:

(i) Not to exclude Other Income
(i) Not to reduce the revenue from existing assets
(iii) Not to exclude the annual fee paid to AAI.

Accordingly, the Authority proposes the ‘S’ factor for the true up of the First Control Period as per the table
below:

Table 17: ¢S’ Factor as proposed by the Authority for the True up of the First Control Period
(Rs. in crores)
Particulars Ref FY10 FY11 FY12 FY13 FY14 Total
Non-Aero Revenues including
other income (AERA Order A 515.35 688.14 801.50 | 851.39 | 883.12 | 3,739.51
N0.13/2016-17 Table 10)
‘S’ Factor B=30%*A | 154.61 206.44 240.45 | 255.42 | 264.94 | 1,121.85

2.4.10 In view of the above, the Authority proposes to consider the same ‘S’-Factor as considered in the Third
Control Period Tariff Order (as mentioned in Table 17 above) for the True up of the First Control Period.

2.5 TRUE UP OF AERONAUTICAL TAX

MIAL’S SUBMISSION ON THE TRUE UP OF AERONAUTICAL TAX FOR THE FIRST
CONTROL PERIOD IN MYTP FOR THE FOURTH CONTROL PERIOD

As per MIAL, the Hon’ble Supreme Court vide its judgment dated 11" July 2022 has decided that
Component ‘T’ in the formula of Target Revenue (TR) in SSA has to be computed based solely on regulatory
accounts for the TR formula. Corporate Tax has to be calculated based on provisions of the SSA, and Annual
Fees paid to AAI needs to be excluded from the Aeronautical Expenses to compute aeronautical tax.

Further TDSAT vide its order dated 6" October 2023 has held that amount equal to “S factor” partakes the
color of aeronautical revenue and also looking to the definition of ‘T’ in SSA, which is, “Corporate taxes is
on earnings pertaining to aeronautical services” and it is not on Target Revenue. Accordingly, TDSAT has
directed ‘S’ factor should be added to aeronautical revenues to compute “T°.

In addition to the above, MIAL has claimed depreciation as per the Companies Act for the tax computation
in the First Control Period True up and has adjusted for the Interest cost based on the allowances for Return
on RAB, i.e., RAB * Actual Gearing Ratio * Cost of Debt.

Based on the above Hon’ble Supreme Court and Hon’ble TDSAT Judgements and additional submissions,
MIAL has revised the calculation of Aeronautical Tax for the First Control Period as shown below:
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Table 18: Computation of ‘T’ for the First Control Period as submitted by MIAL - in line with the

Hon’ble Supreme Court and Hon’ble TDSAT Order
(Rs. in crores)

Particulars

FY10

FY11

FY12

FY13

FY14

Total

Aero Revenues (AERA
order 13/2016-17 table 10)

476.44

486.11

507.16

621.84

1,280.26

3,371.81

Add: ‘S’ Factor (30% of
RSA)

0.56

5.07

6.34

11.59

21.17

44.73

Total Revenues

476.99

491.18

513.50

633.43

1,301.43

3,416.54

Less: Aero Expenses
(AERA order 13/2016-17
table 10)

374.97

190.58

311.45

382.19

502.21

1,761.40

Less: Aero Depreciation

54.78

87.31

113.23

132.74

156.74

544.80

Less: Interest Cost*

57.71

91.84

130.57

157.19

235.37

672.69

Net Profit

(10.47)

121.45

(41.74)

(38.69)

407.10

437.66

Tax Rate

33.99%

33.22%

32.45%

32.45%

33.99%

Aero Taxation

40.34

138.37

178.72

*Interest Cost = RAB X Gearing X Cost of Debt

RECAP OF DECISION TAKEN BY THE AUTHORITY REGARDING THE TRUE UP FOR THE
FIRST CONTROL PERIOD AT THE TIME OF TARIFF DETERMINATION FOR THE THIRD
CONTROL PERIOD

The Authority vide its decision for computation of the true up of tax for the First Control Period in the Third
Control Period Order had:

(i) Considered the annual fees paid to AAI as an expense.

(i) Not considered the ‘S’ factor for revenue computation.

(iii) Considered Depreciation as per the Income Tax Act.

(iv) Calculated Interest expense at the actual interest paid on the existing debt.

Based on the above, the tax for the true up of the First Control Period in the Third Control Period Order was
decided as “NIL” by the Authority.

AUTHORITY'S EXAMINATION OF THE MATTERS REGARDING THE TRUE UP OF
AERONAUTICAL TAX FOR THE FIRST CONTROL PERIOD AS PART OF TARIFF
DETERMINATION FOR THE FOURTH CONTROL PERIOD

The Authority examined the submissions made by MIAL for the true up of aeronautical taxes and noted that
MIAL has considered ‘S’ Factor as part of the revenue base (based on the Hon’ble TDSAT order dated 21%
July 2023) and has not considered Annual Fee paid to AAI as an expense for the purpose of determination
of Aeronautical PBT and consequently the Aeronautical Taxes (based on the Hon’ble Supreme Court order
dated 11" July 2022).

With regards to the submissions made by MIAL, the Authority consistent with the decision taken during the
tariff determination for the Third Control Period proposes to retain the same approach, as mentioned in para
2.1.4 of this Consultation Paper with regards to the treatment of ‘S’ Factor for computation of Aeronautical
Taxes.
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2.5.9 As mentioned in para 2.1.5 of this Consultation Paper, the Authority proposes to implement the Hon’ble
Supreme Court judgement dated 11 July 2022, and recompute the Aeronautical Taxes based on the
regulatory accounts by not treating the Annual Fee pertaining to Aeronautical Revenues as an expense
towards True Up of the First Control Period as per the directions contained in the judgement of Hon’ble
Supreme Court.

Therefore, the Authority proposes to re-compute the tax for the First Control Period as below:

Table 19: Interest Expenses computed by the Authority for the calculation of Aeronautical Tax for

the First Control Period
(Rs. in crores)

Particulars Ref FY 10 FY 11 FY 12 FY 13 FY 14 Total

Average RAB A 833.51 | 1,329.78 | 1,724.83 | 1,950.45 | 2,844.25

Gearing Ratio (D/E) B 67.60% | 68.00% | 70.90% | 69.71% | 70.07%

Interest Rate C 10.20% 9.79% | 10.13% | 10.76% 11.02%

Aeronautical Interest D=A*B*C | 5748 | 8853 | 12387 | 14630 | 219.62| 63579
Expense

Table 20: Computation of ‘T’ for the True up of the First Control Period as proposed by the Authority
as a part of the Tariff Determination exercise for the Fourth Control Period
(Rs. in crores)

Particulars FY 10 FY 11 FY 12 FY 13 FY 14 Total

Aeronautical Revenue A 476.44 486.11 507.16 621.84 | 1,280.26 | 3,371.81

Aeronautical Operating 37498 | 19058 | 311.46 | 382.04 | 502.71| 1,761.76
Expenses

EBITDA 101.45 295.53 195.70 | 239.81 777.55 | 1,610.04

Depreciation 53.69 83.84 | 107.43 123.22 141.88 510.06

Interest Expense- 57.48 | 8853 | 123.87 | 14630 | 219.62| 635.79
aeronautical

Profit Before Tax (9.71) 123.16 | (35.61) | (29.70) 416.05 464.19

Opening Accumulated i i
(Losses) (9.71) (35.61) | (65.31)

Current (Losses) (9.71) -| (35.61) | (29.70)

Current Year Set Off - 123.16 - - 416.05

Closing Accumulated
(Losses) (9.71) 11345 | (35.61) | (65.31) 350.74

Profit for Taxation - 113.45 - - 350.74 464.19

Tax Rate 33.99% | 33.22% | 32.45% | 32.45% 33.99%

Tax M=K*L - 37.68 - - 119.22 156.90

Note: As per the order of the Hon ble Supreme Court, the Annual Fee has not been treated as an expense (Refer para 2.1.5).

2.5.11 In view of the above, the Authority proposes to consider the Aeronautical Taxes amounting to Rs. 156.90
Crores towards True up for the First Control Period.
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2.6 TRUE UP OF THE TARGET REVENUE OF THE FIRST CONTROL PERIOD

MIAL’S SUBMISSION ON THE TRUE UP OF TARGET REVENUE OF THE FIRST CONTROL
PERIOD IN MYTP FOR THE FOURTH CONTROL PERIOD

2.6.1 Based on the above-mentioned changes in various building blocks, revised TR for the First Control Period
is as below:

Table 21: Computation of Target Revenue of the First Control Period as submitted by MIAL for
the MYTP of the Fourth Control Period

(Rs. in crores)
Particulars FY 10 FY 11 FY 12 FY 13 FY 14 Total
Return on RAB and HRAB 217.02 277.63 325.21 353.20 464.86 | 1,637.92
Add: Operating Expenses 374.97 190.58 311.45 382.19 502.21 | 1,761.40
Add: Depreciation 96.99 134.99 161.25 180.53 180.53 754.29
Add: Aeronautical Taxes - 40.34 - - 138.37 178.72
Less: 30% Revenue Share Assets (0.56) (5.07) (6.34) (11.59) (21.17) (44.73)
Target Revenue 688.42 638.48 791.57 904.33 1,264.80 4,287.60
Actual Aero Revenues 476.44 486.11 507.16 621.84 1,280.26 3,371.81
True-up/True-down 211.98 152.37 284.41 282.48 (15.45) 915.79
Carrying Cost @12.18% 12.18% 12.18% 12.18% 12.18% 12.18%
Years 5.00 4.00 3.00 2.00 1.00
Factor 1.78 1.58 141 1.26 1.12
True-up with Carrying Cost 376.59 241.29 401.50 355.48 (17.34) 1,357.53

AUTHORITY'S RECAP REGARDING THE TRUE UP OF THE TARGET REVENUE OF THE
FIRST CONTROL PERIOD AS PER TARIFF ORDER FOR THE THIRD CONTROL PERIOD

The True up which was approved by the Authority for the First Control Period in the Third Control Period
Order is as follows:

Table 22: True up of the Target Revenue of the First Control Period as decided in the Tariff Order
for the Third Control Period
(Rs. in crores)
FY10 FY11 FY12 FY13 FY14 Total
268.72 285.21 298.07 341.43 624.41 | 1,817.84
16.18 11.01 9.03 11.41 33.53 81.16

20.11 - - - - 20.11

98.25 2.19 423.81
- 29.88 34.03
- 482.79 549.86
- 5.81 11.51
73.17 101.66 433.49

Particulars

Landing Charges
Parking Charges
Passenger X- Ray
Charges

PSF

Aerobridge Charges
UDF

Unauthorised Overstay
Aircraft Refuelling
Into Plane Revenue
Total Aeronautical
Revenues

Target Revenue
Regulatory Base

Avg. Regulatory Base 833.51 | 1,329.78 | 1,724.83 | 1,950.45 | 2,844.24
Avg. HRAB 944.93 899.98 852.12 804.22 768.43
Total 1,778.44 | 2,229.76 | 2,576.95 | 2,754.67 | 3,612.67
FRoR 12.18% 12.18% 12.18% 12.18% 12.18%
Return on RAB 216.61 271.58 313.87 335.52 440.02 | 1,577.61

~|z|o[n|mlo| o |w|>@

J=Sum(A:l) 476.44 1,280.26 | 3,371.81
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Particulars FY13 Total

O&M - Operation & 382.04 1,761.77
Maintenance Cost

Depreciation - RAB 123.22 510.06

Depreciation - HRAB 47.79 209.49

Total Depreciation 171.00 719.55

Tax - -

Share of Revenue from
Revenue Share Assets 255.41 1121.83

Target Revenue 633.15 2,937.10

Determination of true
up amount

Under Recovery / (Over

Recovery) 56.45 | (98.86) (436.78) | (434.71)

Under Recovery / (Over

Recovery) on PV Terms 100.29 | (156.57) (489.98)

True Up for the First
Control Period as on Y=Sum(X) (485.20)
01.04.2014

AUTHORITY'S EXAMINATION REGARDING THE TRUE UP OF TARGET REVENUE FOR
THE FIRST CONTROL PERIOD AS PART OF THE TARIFF DETERMINATION FOR THE
FOURTH CONTROL PERIOD

Since the Authority is not considering the changes submitted by MIAL as mentioned in para 2.1.4 of this
Consultation Paper except for the direction from the Hon’ble Supreme Court as mentioned in para 2.1.5 of
this Consultation Paper, the Authority proposes to True up the First Control Period only to that extent, which
is as follows:

Table 23: True up of the Target Revenue for the First Control Period as proposed by the Authority
as a part of the Tariff Determination exercise for the Fourth Control Period

(Rs. in crores)
Particulars Ref FY10 FY11 FY12 FY13 FY14 Total
Total Aeronautical 476.44 | 48611 | 507.16 | 621.84 | 1,280.26 | 337181
Revenues
Regulatory Base
Avg. Regulatory Base 83351 | 1,329.78 | 1,724.83 | 1,950.45 | 2,844.24
Avg. HRAB 944.93 899.98 852.12 804.22 768.43
Total 1,778.44 | 2,229.76 | 2,576.95 | 2,754.67 | 3,612.67
FRoR 12.18% | 12.18% | 12.18% | 12.18% | 12.18%
Return on RAB 216.61 271.58 313.87 335.52 440.02 | 1,577.61
O&M - Operation & 37498 | 19058 | 31146 | 38204 | 50271 | 1,761.77
Maintenance Cost
Depreciation - RAB 53.69 83.84 107.43 123.22 141.88 510.06
Depreciation - HRAB 42.21 47.69 48.03 47.79 23.79 209.49
Total Depreciation 95.90 131.53 155.46 171.00 165.67 719.55
Tax - 37.68 - - 119.22 156.90
Share of Revenue from 154.61 | 206.44 | 24045 | 25540 | 264.93 | 1,121.84
Revenue Share Assets
Target Revenue 532.89 424.93 540.34 633.16 962.69 | 3,094.00
Determination of true
up amount

N (at FRoR

Future Value Factor of 12.18%)
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Particulars FY10 FY11 FY13 FY14 Total
Under Recovery /

(Over Recovery) 56.45 (61.18) 11.32 | (317.57) | (277.81)
Under Recovery /
(Over Recovery) on PV 100.28 (96.89) 14.24 | (356.25)
Terms as on 01.04.2014
True Up for the First
Control Period as on Q=Sum(P) (291.78)
01.04.2014

2.6.4 Based on the above, the over-recovery of Rs. 291.78 Crores for the First Control Period as determined by
the Authority is proposed to be considered for true up in the subsequent Control Periods as part of tariff
determination process for the Fourth Control Period.

2.7 AUTHORITY’S PROPOSALS REGARDING TRUE UP FOR THE FIRST CONTROL
PERIOD AS PART OF TARIFF DETERMINATION EXERCISE FOR THE FOURTH
CONTROL PERIOD

Based on the material before it and based on its examination, the Authority proposes the following regarding
True up for the First Control Period:

To not consider Annual Fee pertaining to Aeronautical Revenues as an expense while computing
Aeronautical Taxes.

To consider True up of Aeronautical Taxes as per Table 20.
To consider the True up for the First Control Period as per Table 23.

To consider the over-recovery of Rs. 291.78 crores during the True up for the First Control Period as part
of the tariff determination exercise for the Fourth Control Period.
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3. TRUE UP OF THE SECOND CONTROL PERIOD

3.1
3.11

ISSUES PERTAINING TO THE TRUE UP FOR THE SECOND CONTROL PERIOD

MIAL raised the following issues relating to the Second Control Period for True up in MY TP for the Fourth
Control Period:

(i) Regulatory Asset Base

(if) Hypothetical Regulatory Asset Base
(iii) Depreciation

(iv) Fair Rate of Return

(v) Revenue from Revenue Share Assets
(vi) Aeronautical Tax

(vii) Operating Expenditure

MIAL has raised these issues after factoring in the decisions of the Hon’ble TDSAT on various issues and
of the Hon’ble Supreme Court judgement on the issue of corporate tax pertaining to earnings from
Aeronautical services.

The Authority has analyzed submissions made by MIAL issue-wise in the following order in the subsequent
paragraphs:

(i) Recording and understanding MIAL's submission in the MYTP;

(ii) Recap of decision taken by the Authority for these matters as part of True up for the Second Control
Period,;

(iii) Examination and proposal regarding these matters as part of tariff determination for the current control
period.

In view of the Authority’s analysis provided in para from 1.9.2 to 1.9.5, with regards to the issues raised by
the Authority in the Civil Appeal against the judgements of the Hon’ble TDSAT, the Authority is of the
view that presently it needs to continue the tariff determination exercise consistent with the decisions taken
in the Tariff Order for the Third Control Period as the matter is sub-judice before the Hon’ble Supreme
Court.

Further, the Authority proposes implementing the Hon’ble Supreme Court judgement dated 11" July 2022
and recomputing the Aeronautical Taxes based on the regulatory accounts as detailed in para 1.7.3 of this
Consultation Paper. This will involve not treating the Annual Fee associated with Aeronautical Revenues as
an expense while computing the Aeronautical Taxes.

Additionally, the Authority has received a letter dated 30.08.2023 with a Self-Contained Note (“SCN”) from
the Authorized Investigation Agency (AIA). In the said SCN, AIA has intimated the completion of the
investigation and has requested AERA to adjust the excess amount of tariff claimed by MIAL. The relevant
para 12 of the aforesaid SCN is reproduced as below:

“In view of the aforesaid facts revealed during investigation, you are hereby requested to kindly adjust the
excess amount of tariff of Rs. 305 /- Crores claimed by M/s. MIAL in the 3" Control Period (01.04.2019 to
31.03.2024). The same has to be trued up during the tariff determination of M/s MIAL (Airport Operator of
CSMIA, Mumbai) for the 4™ Control Period which will be starting from 1% April 2024.”
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As per the extract of para 48 of the notes to special purpose standalone financial statements of MIAL of FY
2023-24 as reproduced below:

“... The management has received legal advice that the observations / allegations in the chargesheet are
not to be treated as conclusive, final or binding till the time it is confirmed by the Court...”

Accordingly, the Authority, through its Independent Consultant, in compliance of the above mentioned
SCN, has given effect to this request by adjusting the excess amounts of tariff claimed by MIAL under the
heads Depreciation (Refer Table 35) and Return on RAB (Refer Table 50) in the True Up of the Second
Control Period and subsequent control periods subject to the final outcome in the matter.

3.2 TRUE UP OF REGULATORY ASSET BASE (RAB)

MIAL'S SUBMISSION ON THE TRUE UP OF RAB FOR THE SECOND CONTROL PERIOD IN
MYTP FOR THE FOURTH CONTROL PERIOD

The True-Up of RAB as discussed in the First Control Period True up with respect to DF assets and revised
aeronautical allocation will have an impact on RAB of the Second Control Period as well.

Further, MIAL submits that the calculation of Proportionate closing RAB done by the Authority in Table
52 of the Third Control Period Order is based on proportionate addition of assets considering the actual date
of capitalization, but disposal of assets has been considered on first day of the year without considering the
actual date of disposal of assets.

MIAL has mentioned in their MY TP that during the course of hearings of the Third Control Period matters
before TDSAT, the Authority has clarified that the true up of the return on disposed of assets would be
carried out proportionately in the subsequent control period.

Based on the above-mentioned changes, MIAL has computed closing RAB for the Second Control Period
as follows:

Table 24: RAB as submitted by MIAL for the true up of the Second Control Period in the MYTP for
the Fourth Control Period

(Rs. in crores)
Particulars FY15 FY16 FY17 FY18 FY19 Total
Opening RAB 5,766.19 | 5,180.36 | 5,533.15 | 6,309.83 | 6,129.97
Add: Additions (223.19) 908.12 | 1,224.19 299.59 262.03 | 2,470.74
Less: Depreciation (349.54) | (369.23) | (447.51) | (479.44) | (495.02) | (2,140.74)
Closing RAB (A) 5,193.46 | 5,719.25 | 6,309.83 | 6,129.97 | 5,896.98
Proportionate RAB addition (on
account of disposal of asset - TDSAT 65.66 0.40 0.01 0.20 1.93 68.20
judgement related) (B)
Revised RAB for the 2" Control
Period as per revised calculation 5,259.12 | 5,719.65 | 6,309.84 | 6,130.17 | 5,898.91
(A+B)

RECAP OF DECISION TAKEN BY THE AUTHORITY REGARDING THE TRUE UP FOR THE
SECOND CONTROL PERIOD AT THE TIME OF TARIFF DETERMINATION FOR THE
THIRD CONTROL PERIOD

3.2.5 The Authority during the true up of the Second Control Period in the Third Control Period Order has
approved the following RAB.
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Table 25: RAB as considered by the Authority for the Second Control Period in the Third Control
Period Order

(Rs. in crores)
Particulars Ref FY15 FY16 FY17 FY18 FY19 Total
Opening RAB A 5,198.78 | 4,636.61 | 5,329.57 | 6,107.86 | 5,929.70
Add: Proportionate
Capitalization (216.01) 851.31 197.53 239.79 110.19 1,182.81
during the year
Balance to be
carried forward for 21156 | 1,026.66 59.80 151.84 150.89 1,600.76
the year
Add: Brought
forward balance to D - 211.56 | 1,026.66 59.80 151.84 1,449.86
be added to RAB
Less: Depreciation E 348.16 367.91 445.90 477.74 493.18 2,132.89

Proportionate F=A+B+D-
Closing RAB E 4,634.61 | 533157 | 6,107.86 | 5,929.70 | 5,698.56

AUTHORITY'S EXAMINATION OF THE MATTERS REGARDING THE TRUE UP OF RAB FOR
THE SECOND CONTROL PERIOD AS PART OF TARIFF DETERMINATION FOR THE
FOURTH CONTROL PERIOD

The Authority noted that the submission by MIAL for revised values for the Second Control Period true up
of RAB is based on the adjustment in DF assets and asset allocation ratio made in the First Control Period.
MIAL has also adjusted the proportionate RAB on account of disposal of assets for computation of the
closing RAB.

The revision in the values for true up of the Second Control Period of RAB by MIAL is based on the TDSAT
Order AERA Appeal No. 9 of 2016 dated 6™ October 2023.

With regards to the change in RAB due to DF adjustment and the changes in Asset Allocation, the Authority
consistent with the decision taken during the tariff determination for the Third Control Period proposes to
retain the same approach as mentioned in para 3.1.4 of this Consultation Paper.

Thus, the Authority is retaining the RAB for the True up of the Second Control Period except for giving
adjustment to the depreciation expenses (Refer Table 36) as per the SCN as mentioned in para 3.1.6.

Table 26: RAB as proposed by the Authority for the True up of Second Control Period

(Rs. in crores)
Particulars Ref FY15 FY16 FY17 FY18 FY19 Total
Opening RAB A 5,198.79 | 4,640.61 | 5,342.80 | 6,129.58 | 5,961.56
Add: Proportionate
Capitalization B (216.01) 851.31 197.53 239.79 110.19 1,182.81
during the year
Balance to be
carried forward for 21156 | 1,026.66 59.80 151.84 150.89 1,600.75
the year
Add: Brought
forward balance to 211.56 | 1,026.66 59.80 151.84 1,449.86
be added to RAB
Less: Depreciation
(Refer Table 36)
Proportionate
Closing RAB

342.17 360.68 437.40 467.60 482.52 2,090.38

4,640.61 | 5,342.80 | 6,129.58 | 5961.56 | 5,741.07
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Treatment of Assets identified in the Self-Contained Note of AlA:

The Authority has recomputed the gross fixed asset, and the depreciation thereon based on the details
provided in the SCN as given below:

Table 27: Value of the Assets identified from the Fixed Asset Register (FAR) in the Self-Contained
Note
(Rs. in crores)

C=B-A

As per SCN Order Dated Considered based on FAR
30.08.2023 (A) (B)

Assets identified as non- 642 43 689.56* 4713

existent

*The difference between the value in FAR and the value derived in the SCN is because of the carrying cost attached to the value

of the asset in the FAR. A list of these assets is enclosed in Annexure 1 (Refer 16.1).

In compliance to para 12 of SCN dated 30.08.2023 referred at above para 3.1.6, the Authority, through its
Independent Consultant, has computed and accordingly adjusted the impact on account of the excess amount
of tariff resulting from Return on RAB and Depreciation as reflected in Table 51.

Particulars

In view of the above, the Authority proposes to consider the RAB as per Table 26 for the True up of the
Second Control Period.
3.3 TRUE UP OF HYPOTHETICAL REGULATORY ASSET BASE

MIAL'S SUBMISSION ON TRUE UP OF HYPOTHETICAL REGULATORY ASSET BASE FOR
THE SECOND CONTROL PERIOD IN MYTP FOR THE FOURTH CONTROL PERIOD

3.3.1 MIAL has submitted HRAB for the Second Control Period as follows:
Table 28: HRAB as submitted by MIAL for True up of the Second Control Period

(Rs. in crores)

Particulars Ref FY 15 FY 16 FY 17 FY 18 FY 19 Total

Opening HRAB A 756.54 696.72 648.26 592.53 537.12

Depreciation B 59.82 48.46 55.73 55.41 53.31 | 272.73

Closing HRAB C=AB 696.72 648.26 592.53 537.12 483.81

Average HRAB D = (A+C)12 726.63 | 67249 |  620.40 | 564.83 |  510.47

RECAP OF DECISION TAKEN BY THE AUTHORITY REGARDING THE TRUE UP FOR THE
SECOND CONTROL PERIOD AT THE TIME OF TARIFF DETERMINATION FOR THE THIRD
CONTROL PERIOD

3.3.2  The following table shows the value of HRAB computed by the Authority for the Second Control Period.

Table 29: HRAB as decided by the Authority for the Second Control Period in the Third Control
Period Order

(Rs. in crores)

Particulars Ref FY 15 FY 16 FY 17 FY 18 FY 19 Total

Opening HRAB A 756.54 696.72 648.26 592.53 537.12

Depreciation B 59.82 48.46 55.73 55.41 53.31 | 272.73

Closing HRAB C=A-B 696.72 648.26 592.53 537.12 483.81

Average HRAB D = (A+C)12 726.63 | 67249 | 620.40 | 564.83 |  510.47
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AUTHORITY’S EXAMINATION OF THE MATTERS REGARDING THE TRUE UP OF
HYPOTHETICAL REGULATORY ASSET BASE FOR THE THIRD CONTROL PERIOD AS
PART OF THE TARIFF DETERMINATION FOR THE FOURTH CONTROL PERIOD

The Authority observes that MIAL has submitted the HRAB for the true up of Second Control Period as
decided by the authority in the Third Control Period.

The Authority complying with the directions of the Authorized Investigation Agency as explained in para
3.1.6. has adjusted the depreciation computation as mentioned in para 3.4.8. This adjustment has
subsequently impacted the HRAB, as shown in the table below:

Table 30: HRAB proposed by the Authority for the True up of the Second Control Period as part of
the Tariff Determination for the Fourth Control Period
(Rs. in crores)

Particulars Ref FY 15 FY 16 FY 17 FY 18 FY 19 Total

Opening HRAB A 756.54 697.75 | 650.24 595.57 541.33

Depreciation (Refer B 58.79 4751 | 54.67 54.23 5216 | 267.36
Table 37)

Closing HRAB C=AB 697.75 650.24 | 595.57 541.33 489.17

Average HRAB D = (A+C)12 72714 | 673.99 | 622.91| 56846 | 515.26

3.3.5 Inview of the above, the Authority proposes to consider the HRAB as per Table 30 for the True up of the
Second Control Period.

3.4 TRUE UP OF DEPRECIATION ON REGULATORY ASSET BASE

MIAL'S SUBMISSION ON THE TRUE UP OF DEPRECIATION FOR THE SECOND CONTROL
PERIOD IN MYTP FOR THE FOURTH CONTROL PERIOD

3.4.1 TDSAT Directions to the Authority as per Order dated October 6™, 2023 mentions the following:

(i) To account for the impact of reclassifying the Shivaji Statue from non-aeronautical to aeronautical
assets.

(i) To reflect changes in the aeronautical asset allocation of common assets in Terminal 1, based on the
revised floor area of non-aeronautical activities, which has been adjusted from 10.64% to 10.03%.

(iii) Totreat General Aviation (GA) terminal assets as common assets within the total gross asset allocation
of 82.58%, as computed by the Authority as of March 31, 2019.

The above orders impact on the asset allocation ratio, which gets revised from 82.58% to 82.78%.
MIAL has recomputed the depreciation after giving effect to the change in the asset allocation ratio as below:

Table 31: Depreciation on Revised RAB as submitted by MIAL for the True up of the Second Control
Period
(Rs. in crores)

Particulars FY15 FY16 FY17 FY18 FY19 Total

Depreciation on RAB for the Second
Control Period as per revised 349.54 369.23 44751 479.44 495.02 | 2,140.74
calculation
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Table 32: Depreciation on HRAB as submitted by MIAL for the True up of the Second Control Period

(Rs. in crores)
Particulars FY15 FY16 FY17 FY18 FY19 Total
Depreciation on HRAB 59.82 48.46 55.73 55.41 53.31 272.73
RECAP OF DECISION TAKEN BY THE AUTHORITY REGARDING THE TRUE UP FOR THE
SECOND CONTROL PERIOD AT THE TIME OF TARIFF DETERMINATION FOR THE THIRD
CONTROL PERIOD

3.4.4 The Authority during the true up of the Second Control Period in the Third Control Period Order has
approved the following depreciation on RAB:

Table 33: Depreciation on RAB as decided by the Authority for True up of the Second Control
Period in the Third Control Period Order
(Rs. in crores)
Total
3,926.68
25.70
4.13

FY19

920.16
5.14
0.83

FY16

666.47
5.14
0.83

FY18

851.80
5.14
0.83

FY15
688.70
5.14
0.83

FY17

799.55
5.14
0.83

Particulars f
Total Depreciation
Depreciation on Upfront Fee
Aeronautical assets %
Depreciation on
Aeronautical DF Funded
Assets

Depreciation on Disallowed
Capitalized Assets
Depreciation on runway
recarpeting work proposed
to be considered as part of
Operating Expenditure

211.63 171.57 198.83 201.14 206.76 989.93

2.88 4.57 5.32 5.38 5.53 23.68

291 2.38 6.71 16.75 20.86 49.61

Depreciation on RAB as
proposed by the Authority
in CP 35

G=[(A-
B)*C]-D-E-
F

2,158.18

Add: Change in
Depreciation due to revision
in average rate of
Depreciation pursuant to
changes in capital
expenditure allowance for
the Second Control Period in
Tariff Order

Less: Aeronautical portion
of additional Depreciation

claimed by MIAL based on
technical opinion obtained

by it.

Aeronautical Depreciation
as decided by the
Authority

J=G+H-1

348.16

367.90

445,91

477.74

493.18

2,132.89

Table 34: Depreciation on HRAB of MIAL as proposed by the Authority for True up of the Second
Control Period in the Third Control Period Order

(Rs. in crores)
Total
37,950.95

FY 17
7,729.15

FY 18
8,328.98

FY 19
8,936.64

Ref
A

FY 15
5,622.53

FY 16
7,333.64

Particulars
Aeronautical assets
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Particulars FY 15 FY 16 FY 17 FY 18 FY 19 Total

Depreciation on 348.16 367.90 44591 | 477.74 493.18 | 2,132.89
aeronautical assets
Average rate of

Depreciation on C=B/A 6.19% 5.02% 5.77% 5.74% 5.52%
aeronautical assets %
HRAB D 966.03 966.03 966.03 966.03 966.03

Depreciation on HRAB E=D*C 59.82 48.46 55.73 55.41 53.31 272.74

AUTHORITY'S EXAMINATION OF THE MATTERS REGARDING THE TRUE UP OF
DEPRECIATION ON RAB FOR THE SECOND CONTROL PERIOD AS PART OF TARIFFE
DETERMINATION FOR THE FOURTH CONTROL PERIOD

The Authority notes that MIAL has submitted revised depreciation values for the Second Control Period,
reflecting changes due to change in asset allocation of aeronautical assets as per the TDSAT Order dated 6
October 2023.

The Authority consistent with the decision taken during the tariff determination for the Third Control Period
proposes to retain the same approach, as mentioned in para 3.1.4 of this Consultation Paper, except for
complying with the directions of the Authorized Investigation Agency as explained in para 3.1.6.

The Authority has computed the adjustment to depreciation as mentioned in para 3.1.6 as below:

Table 35: Aeronautical Depreciation as computed by the Authority for the Second Control Period on
the assets identified in the SCN of AIA
(Rs. in crores)
Second Control Period - Depreciation Total
FY15 FY16 FY17 FY18 FY19 Depreciation

5.98 7.23 8.50 10.14 10.66 4251

Particulars

Aeronautical
Depreciation

Consequently, the Authority proposes to adjust the depreciation as mentioned in para 3.1.6 as given below:

Table 36: Depreciation on RAB of MIAL as proposed by the Authority for True up of the Second
Control Period as part of the Tariff Determination exercise for the Fourth Control Period

(Rs. in crores)
Particulars Ref FY15 FY16 FY17 FY18 FY19 Total

Aeronautical Depreciation as
decided by the Authority in the
Third Control Period Order
(Refer Table 33)

2,132.89

Aeronautical Depreciation on
the non-existent assets identified 5.98 7.23 8.50 10.14 10.66 4251
in SCN (Refer Table 35)

Final Aeronautical Depreciation
proposed as true-up

C=A-B 342.17 360.68 437.40 467.60 482.52 | 2,090.38

Table 37: Depreciation on HRAB of MIAL as proposed by the Authority for True up of the Second
Control Period as part of the Tariff Determination exercise for the Fourth Control Period

(Rs. in crores)
Particulars Ref FY15 FY16 FY17 FY18 FY19 Total
Aeronautical assets A 5,622.53 | 7,333.64 7,729.15 | 8,328.98 | 8,936.64 | 37,950.95
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Particulars FY16 FY18 FY19 Total

Depreciation on
aeronautical assets (Refer 360.68 467.60 482.52 | 2,090.38
Table 36)

Average rate of
Depreciation on 6.09% 4.92% 5.66% 5.61% 5.40%
aeronautical assets %

HRAB D 966.03 966.03 966.03 966.03 966.03

Depreciation on HRAB E=D*C 58.79 47.51 54.67 54.23 52.16 267.36

3.4.9 Inview of the above, the Authority proposes to consider the Depreciation as per Table 36 and Table 37 for
RAB and HRAB respectively for the True up of the Second Control Period.
3.5 TRUE UP OF FAIR RATE OF RETURN

MIAL'S SUBMISSION ON THE TRUE UP OF FAIR RATE OF RETURN FOR THE SECOND
CONTROL PERIOD INMYTP FOR THE FOURTH CONTROL PERIOD

3.5.1 MIAL has computed the revised Fair Rate of Return (FROR) after incorporating the following changes
based on the TDSAT order:

(i) Profits have been recalculated by excluding the depreciation amount related to the re-carpeting of

Runway/Apron/Taxiway. The Authority had previously reduced the expenditure from the Regulatory
Asset Base (RAB) and increased O&M expenditure but had not adjusted the depreciation in the Profit
and Loss computations. This error, which impacted the gearing ratio and FRoR computation, has now
been rectified.
TDSAT directed that accumulated reserves and surplus must not be adjusted against subsequent losses
when determining the Fair Rate of Return (FROR). The Authority’s earlier approach of protecting only
the paid-up Equity Share Capital rather than the Net Worth (which includes equity share capital and
accumulated reserves and surplus) for FRoR calculation has been set aside.

(iii) As per the TDSAT order, a return equivalent to the Cost of Equity has been allowed on Refundable
Security Deposits, replacing the Authority’s earlier provision of only allowing the Cost of Debt on
RSD.

3.5.2 The revised FRoR for the Second Control Period, after implementing these changes, has been calculated at
12.22%, compared to the earlier 11.80% computed for the Second Control Period as part of true-up of the
Second Control Period in the Third Control Period Order.

RECAP OF DECISION TAKEN BY THE AUTHORITY REGARDING THE TRUE UP FOR THE
SECOND CONTROL PERIOD AT THE TIME OF TARIFF DETERMINATION FOR THE THIRD
CONTROL PERIOD

3.5.3 The FRoR decided by the Authority during the true up of the Second Control Period in the Third Control
Period Order is as follows:

Table 38: FRoR decided by the Authority for the True up for the Second Control Period in the
Third Control Period Order

Rs. in crores
Particulars Ref FY15 FY16 FY17 FY18 FY19
Opening Cumulative Debt Do 5450.98 | 5,900.98 | 6,256.13 | 6,616.60 | 6,515.99
Closing Cumulative Debt Dn 5,900.98 | 6,256.13 | 6,616.60 | 6,515.99 | 6,273.60
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3.55

3.5.6

TRUE UP OF THE SECOND CONTROL PERIOD

PArGEulars Ref FY15 FY16 FY17 FY18 FY19

D= g‘:% (Do, | 567598 | 607855 | 643637 | 656629 | 6394.79
Opening Equity Eo 225532 | 1888.93 | 1803.90 | 164424 | 1524.76
Closing Equity En 1888.93 | 1803.90 | 1644.24 | 1524.76 | 1586.10
= é‘;g (Bo. | 507212 | 184641 | 172407 | 158450 | 1,555.43
Opening RSD RSDO 10000 | 10000 | 166.00 | 16914 | 366.47
Closing RSD RSDn 100.00 | 166.00 | 160.14 | 36647 |  366.47

Average RSD R =Avg (RSDo, 100.00 | 133.00 | 16757 | 267.81| 36647

RSDn)
Average Capital C=D+E+R 7,848.10 | 8,057.97 | 832801 | 841860 | 8316.70
Employed
Average Debt % D%=D/C 72.32% |  75.44% | 77.29% | 78.00% | 76.89%
Average Net Worth % NW%-= E/C 26.40% | 22.91% | 20.70% | 18.82% | 18.70%
Average RSD % R%-= R/C 1.27% 1.65% 2.01% 3.18% 4.41%
Cost of Capital (%)
Weighted Avg Gearing % 76.04%
Weighted Avg Equity % 21.44%
Weighted Avg RSD % 2.53%
Cost of Debt % 11.64% | 11.21% | 10.93% 9.66%
Weighted Average Cost of
Debt % 10.66%
Cost of Equity % 16.00%
Cost of RSD % 10.66%
FROR % 11.80%

AUTHORITY'S EXAMINATION OF THE MATTERS REGARDING THE TRUE UP OF FAIR
RATE OF RETURN OF MIAL FOR THE SECOND CONTROL PERIOD AS PART OF TARIFF
DETERMINATION FOR THE FOURTH CONTROL PERIOD

Average Cumulative Debt

Average Equity

The Authority examined the revised submission by MIAL for the Fair Rate of Return and noted that changes
made by MIAL in FRoOR is as per the TDSAT judgements.

The Authority consistent with the decision taken during the tariff determination for the Third Control Period
proposes to retain the same approach, as mentioned in para 3.1.4 of this Consultation Paper.

Consequently, the Authority proposes to consider the FROR for the true up of the Second Control Period as
approved by the Authority in the Third Control Period Order as per Table 38 above.

3.6 TRUE UP OF REVENUE FROM REVENUE SHARE ASSETS AND ‘S’ FACTOR

MIAL'S SUBMISSION ON THE TRUE UP OF REVENUE FROM REVENUE SHARE ASSETS
AND ‘S FACTOR FOR THE SECOND CONTROL PERIOD IN MYTP FOR THE FOURTH
CONTROL PERIOD

All adjustments claimed by MIAL in the true-up of the First Control Period (Refer para 2.4.2) are claimed
for the Second Control Period as well.

In line with the true up of the First Control Period, MIAL has excluded “Other Income” and “Revenue from
Existing Assets” in the calculation of ‘S’ factor and has also not considered Annual Fee to AAI as an expense
in the computation of S’ factor. Therefore, the revised non-aeronautical revenues and ‘S’ Factor for the true
up of the Second Control Period is as below:
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Table 39: Computation of revised S’ factor for the true up of the Second Control Period in line with
TDSAT Judgement as submitted by MIAL

(Rs. in crores)
Particulars Ref FY15 FY16 FY17 FY18 FY19 Total
Non-Aero Revenues
including other income
(AERA Order No
64/2020-21 Table 78)
Other Income (AERA
Order No 64/2020-21
Table 78)
Revenues from existing
assets (As per C 487.58 520.96 493.28 548.80 542.64 | 2,593.26
independent Study)
Revenues from RSA D=A-B-C 502.80 644.16 868.84 | 1,021.28 | 1,197.89 | 4,234.97
Annual Fee on above E=38.7%*D 194.58 249.29 336.24 395.23 463.58 | 1,638.93
Revenues from RSAafter | ¢_p ¢ 30822 | 39487 | 53260 | 626.04| 73431 2,596.03
annual fee paid to AAI
‘S’ Factor G=30%*F 92.47 118.46 159.78 187.81 220.29 778.81

RECAP OF DECISION TAKEN BY THE AUTHORITY REGARDING THE TRUE UP FOR THE
SECOND CONTROL PERIOD AT THE TIME OF TARIFF DETERMINATION FOR THE THIRD
CONTROL PERIOD

A 1,020.13 | 1,246.58 | 1,433.47 | 1,682.00 | 1,832.23 | 7,214.41

3.6.3 Non-Aeronautical Revenue as considered by Authority during the true up of the Second Control Period in
the Third Control Period Order is given below:

Table 40: Non-Aeronautical Revenue as decided by the Authority for the True up of the Second
Control Period in the Third Control Period Order

(Rs. in crores)
Particulars FY 15 FY 16 FY 17 FY 18 FY 19 Total
Retail Licences 721.37 825.53 993.12 1,162.55 1,329.13 5,031.70
Rent & Services 145.54 188.93 222.62 242.67 315.19 1,114.95
Cargo Revenue 237.57 272.76 299.05 363.14 309.73 1,482.25
Less: Revenue from Other than
Revenue Share Assets (i.e. Non- (10.00) | (13.92) | (23.53) (29.40) (37.02) (113.88)
Transfer Assets)
Less: FTC Revenues (103.78) | (106.65) | (127.53) (167.02) (174.17) (679.15)
Less: ITP Revenues (0.32) (1.53) (1.60) (1.85) (2.34) (7.64)
Other Income 29.74 81.47 71.36 111.92 91.70 386.19
Total Non-aeronautical
Revenue for the 2" Control 1,020.12 | 1,246.58 | 1,433.47 1,682.01 1,832.23 7,214.41
Period

AUTHORITY'S EXAMINATION OF THE MATTERS REGARDING THE TRUE UP OF
REVENUE FROM REVENUE SHARE ASSETS AND ‘S’ FACTOR FOR THE SECOND CONTROL

PERIOD AS PART OF TARIFF DETERMINATION EXERCISE FOR THE FOURTH CONTROL
PERIOD

3.6.4 The Authority noted that MIAL in line with the submission made in the First Control Period has submitted
the revised values for the Revenue Share Assets and ‘S’ Factor based the Hon’ble TDSAT Order AERA
Appeal No. 9 of 2016 dated 6™ October 2023 for the Second Control Period.
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The Authority consistent with the decision taken during the tariff determination for the Third Control Period
proposes to retain the same as mentioned in para 3.1.4 of this Consultation Paper.

Consequently, the Authority proposes the following:

(i) Not to exclude Other Income
(i) Not to reduce the revenue from existing assets.
(iii) Not to exclude the annual fee paid to AAI from the calculation of the S’ factor.

Accordingly, the Authority proposes the ‘S’ factor for the true up of the Second Control Period as per the
table below:

Table 41: ¢S’ factor as proposed by the Authority for the true up of the Second Control Period
(Rs. in crores)
Particulars Ref FY 15 FY 16 FY 17 FY 18 FY 19 Total

Non-aeronautical Revenue
for the 2™ Control Period A 1,020.12 | 1,246.58 | 1,433.47 | 1,682.01 | 1,832.23 | 7,214.41

‘S’ Factor B=30%*A 306.04 373.97 430.04 504.60 549.67 | 2,164.32

In view of the above, the Authority proposes to consider the same ‘S’ Factor as considered in the Third
Control Period Tariff Order (as mentioned in Table 41 above) for the True up of the Second Control Period.
3.7 TRUE UP OF THE AERONAUTICAL TAX

MIAL'S SUBMISSION ON THE TRUE UP OF AERONAUTICAL TAX FOR THE SECOND
CONTROL PERIOD INMYTP FOR THE FOURTH CONTROL PERIOD

3.7.1 Impact of Hon’ble Supreme Court Judgment dated 11" July 2022, and the Hon’ble TDSAT Judgment dated
6™ October 2023 on Aeronautical Tax for the Second Control Period are shown below:

Table 42: Computation of ‘T for true up of the Second Control Period in line with SC and TDSAT

Judgement as submitted by MIAL
(Rs. in crores)

Particulars FY 15 FY 16 FY 17 FY 18 FY 19 Total

Aero Revenues (AERA Order
No 64/2020-21 Table 83) 1,376.20 1,512.03 1,640.18 1,786.55 1,896.19 | 8,211.14

Add: ‘S’ Factor (30% of RSA) 92.47 118.46 159.78 187.81 220.29 778.81

Total Revenues 1,468.66 1,630.49 1,799.96 1,974.36 2,116.48 | 8,989.95

Less: Aero Expenses (AERA
Order No 64/2020-21 Table 83) 772.89 589.42 721.49 862.74 839.30 | 3,785.84

Less: Aero Depreciation 349.54 369.23 447.51 479.44 495.02 | 2,140.74

Less: Interest Cost* 427.44 460.41 499.24 435.52 395.00 | 2,217.61

Net Profit (81.21) 211.43 131.73 196.66 387.15 845.77

Profit for Tax Computation (81.21) 211.43 131.73 196.66 387.15 845.77

Tax Rate 33.99% 34.61% 34.61% 34.61% 34.94%

Aero Taxation - 73.17 45.59 68.06 135.29 322.11

*Interest Cost = RAB X Gearing X Cost of Debt

RECAP OF DECISION TAKEN BY THE AUTHORITY THE REGARDING THE TRUE UP FOR
THE SECOND CONTROL PERIOD AT THE TIME OF TARIFF DETERMINATION FOR THE
THIRD CONTROL PERIOD

3.7.2  The Authority vide its decision in para 3.10.8, for computation of the true up of tax of the Second Control
Period in the Third Control Period Order has:
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(i) Considered the annual fees paid to AAI as an expense.

(i) Not considered the ‘S’ factor for revenue computation.

(iii) Considered Depreciation as per the Income Tax Act.

(iv) Calculated Interest expense at the actual interest paid on the existing debt.

Based on the above, the tax for the true up of the Second Control Period in the Third Control Period Order
was decided as “NIL” by the Authority.

AUTHORITY’S EXAMINATION OF THE MATTERS REGARDING THE TRUE UP OF
AERONAUTICAL TAX OF MIAL FOR THE SECOND CONTROL PERIOD AS PART OF
TARIFE DETERMINATION EXERCISE FOR THE FOURTH CONTROL PERIOD

The Authority examined the submissions made by MIAL for the true up of aeronautical taxes and noted that
MIAL has considered ‘S’ Factor as part of the revenue base (based on the Hon’ble TDSAT order dated 21
July 2023) and has not considered Annual Fee to AAI as an expense for the purpose of determination of
Aeronautical PBT and consequently the Aeronautical taxes (based on the Hon’ble Supreme Court order
dated 11" July 2022).

With regards to the submissions made by MIAL, the Authority consistent with the decisions taken during
the tariff determination for the Third Control Period proposes to retain the same approach, as mentioned in
para 3.1.4 of this Consultation Paper with regards to the treatment of ‘S’ Factor for computation of
Aeronautical Taxes.

As mentioned in para 3.1.5 of this Consultation Paper, the Authority proposes to implement the Hon’ble
Supreme Court judgement dated 11 July 2022, and recompute the Aeronautical Taxes based on the
regulatory accounts by not treating the Annual Fee pertaining to Aeronautical Revenues as an expense
towards True Up of the Second Control Period as per the directions contained in the judgement of Hon’ble
Supreme Court.

Table 43: Interest Expenses computed by the Authority for the calculation of Aeronautical Tax for
the Second Control Period

(Rs. in crores)
Particulars Ref FY 15 FY 16 FY 17 FY 18 FY 19 Total
Average RAB A 4,640.61 | 5,342.80 | 6,129.58 | 5,961.56 | 5,741.07
Gearing Ratio (D/E) B 73.63% 77.12% | 79.01% | 79.78% 78.96%
Interest Rate C 11.64% 11.21% | 10.93% 9.99% 9.67%

éﬁ;‘éﬁi‘“ca‘“”mre“ D=A*B*C | 397.74 | 461.82| 52959 | 47522 | 43837 | 2,302.74

Based on the above, the Aeronautical Taxes proposed to be considered by the Authority for true up for the
Second Control Period is as follows:

Table 44: Computation of ‘T’ for the True up of the Second Control Period as proposed by the
Authority

(Rs. in crores)
Particulars Ref FY 15 FY 16 FY 17 FY 18 FY 19 Total
Aeronautical Revenue A 1,376.20 | 1,512.03 | 1,640.18 | 1,786.55 | 1,896.19 | 8,211.14

Aeronautical Operating B 82012 | 59210 | 72153 | 85869 | 788.92 | 3,781.37
Expenses

EBITDA 556.07 919.92 918.65 927.86 | 1,107.27 | 4,429.78
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Particulars

FY 15

FY 16

FY 17

FY 18

FY 19

Total

Depreciation (Refer Table
36)

342.17

360.68

437.40

467.60

482.52

2,090.38

Interest Expense-
Aeronautical

397.74

461.82

529.59

475.22

438.37

2,302.74

Profit Before Tax

(183.84)

97.42

(48.33)

(14.96)

186.37

36.65

Opening Accumulated
(Losses)

(183.84)

(86.43)

(134.76)

(149.72)

Current (Losses)

Current Year Set Off

(183.84)

97.42

(48.33)

(14.96)

186.37

Closing Accumulated Profit
/ (Losses)

J=G+H+I

(183.84)

(86.43)

(134.76)

(149.72)

36.65

Profit for Taxation

K

36.65

36.65

Tax Rate

L

33.99%

34.61%

34.61%

34.61%

34.94%

Tax

M=K*L

12.81

12.81

Note: As per the order of the Hon ble Supreme Court, the Annual Fee has not been treated as an expense (Refer para 3.1.5).

3.7.8

up of the Second Control Period.

3.8 TRUE UP OF OPERATING EXPENSES
MIAL’S SUBMISSION ON TRUE UP OF OPERATING EXPENSES FOR THE SECOND

In view of the above, the Authority proposes to consider the Aeronautical Taxes as per Table 44 for the True

CONTROL PERIOD IN MYTP FOR THE FOURTH CONTROL PERIOD

3.8.1

MIAL submitted the following Operating Expenses for the true up of the Second Control Period.

Table 45: O&M expenses for the Second Control Period submitted by MIAL for True up
(Rs. in crores)

Particulars

FY 15

FY 16

FY 17

FY 18

FY 19

Total

Employee Cost

123.73

135.39

169.28

173.34

180.73

782.46

Utilities Expenses

102.23

97.90

91.77

108.46

106.58

506.94

Repair & Maintenance Expense

76.82

72.44

91.43

105.80

129.87

476.36

Rents, Rates & Taxes

24.28

3.30

27.68

42.20

69.78

167.24

Advertisement Expense

5.58

6.51

7.84

7.13

7.68

34.74

Administrative Expenses

48.34

74.86

74.15

59.92

72.36

329.63

AOA Fees

6.69

7.28

7.29

7.34

8.01

36.61

Insurance Expense

4.25

3.82

3.25

3.43

4.08

18.83

Consumable stores

3.96

6.57

8.12

5.79

6.31

30.74

Operating cost

84.44

106.53

118.60

124.95

131.30

565.83

Bad debts written off

0.05

0.05

Working Capital Interest

521

8.93

15.29

5.40

7.74

42.57

Financing charges

7.38

21.35

23.70

28.33

33.49

114.26

VRS exp

17.31

16.75

16.61

16.24

15.97

82.88

Loss on scrapping of Asset

242.22

1.94

1.45

245.61

Provision for PSF (exp)

9.75

13.59

23.33

Exchange gain and loss

10.71

12.30

7.43

CWIP — Written off

13.54

(16.12)

13.54

Runway Recarpeting

67.56

295.21

Carrying cost on runway recarpeting

11.58
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Particulars FY 15 FY 16 FY 17 FY 18 FY 19 Total

Total Aeronautical Operating 772.80 | 580.42 | 72149 | 86274 | 83930 | 3785.84
Expenditure

MIAL has also submitted additional expenses for the change in Asset Allocation Ratio’s as part of the
Second Control Period True up based on the Hon’ble TDSAT Order as mentioned in para 1.8.1.

Table 46: Additional Operating expenses for the Second Control Period submitted by MIAL for True
up
(Rs. in crores)

Particulars FY 15 FY 16 FY 17 FY 18 FY 19 Total
Zotal C_orporate Overheads Cost as per the 47 80 108.69 58.47 74.35 96.91 386.22

uthority
Change in asset allocation 0.20% 0.20% 0.20% 0.20% 0.20%
Change in Corporate Overheads (A) 0.10 0.22 0.12 0.15 0.19 0.77
Total Airport Common Cost as per the 5275 | 57.86 6336 | 77.36| 14223 | 39356
Authority
Change in area asset allocation 0.13% 0.13% 0.13% 0.13% 0.13%
Change in Airport Common Cost (B) 0.07 0.08 0.08 0.10 0.18 0.51
Aeronautical Operating Expenditure
(C) (From Grand Total of Table 45) 772.89 589.42 721.49 862.74 839.30 | 3,785.84
Operating Expenditure for Target
Revenue (A+B+C)

RECAP OF DECISION TAKEN BY THE AUTHORITY REGARDING THE TRUE UP FOR THE
SECOND CONTROL PERIOD AT THE TIME OF TARIFF DETERMINATION FOR THE THIRD
CONTROL PERIOD

773.06 589.71 721.69 862.99 839.68 | 3,787.12

The Authority decided to consider the aeronautical operating and maintenance expenditure for the True up
of the Second Control Period in the Third Control Period Order as per the following table:

Table 47: Year wise Adjusted Aeronautical Operating and Maintenance Expenses as decided by the
Authority for True up of the Second Control Period in the Third Control Period

(Rs. in crores)
Particulars FY 15 FY 16 FY 17 FY 18 FY 19 Total
Employee Cost 123.73 135.39 169.28 173.34 181.01 782.75
Utilities Expenses 102.23 97.90 91.77 110.32 108.87 511.10
Repair & Maintenance Expense 76.82 72.44 91.43 105.80 129.87 476.36
Rents, Rates & Taxes 24.28 3.30 27.68 42.20 69.73 167.19
Advertisement Expense 5.58 6.51 7.84 7.13 7.68 34.74
Administrative Expenses 48.34 74.86 74.15 59.79 73.53 330.67
AOA Fees 6.69 7.29 7.30 7.34 8.01 36.63
Insurance Expense 4.25 3.81 3.25 3.43 4.08 18.81
Consumable stores 3.96 6.57 8.12 5.79 6.31 30.74
Operating cost 84.44 106.53 118.60 124.95 131.30 565.83
Bad debts written off - - - - 0.05 0.05
Working Capital Interest 5.21 25.47 15.29 5.29 7.72 58.98
Financing charges 7.38 7.48 23.74 28.34 33.49 100.43
VRS exp 17.31 16.75 16.61 16.23 15.97 82.87
Loss on scrapping of Asset 242.22 1.94 1.45 - -1.02 244.59
Provision for PSF (exp) 9.75 - 13.59 - - 23.33
Exchange gain and loss 10.71 12.30 (16.12) 0.20 0.35 7.43
CWIP — Written off - 13.54 - - - 13.54
Runway Recarpeting 47.22 - 67.56 168.46 11.98 295.22
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3.8.5

3.8.6

TRUE UP OF THE SECOND CONTROL PERIOD

Particulars FY 15 FY 16 FY 17 FY 18 FY 19 Total

Total Aeronautical Operating 82012 | 59210 | 72153| 858.69| 78892 | 378137
Expenditure

AUTHORITY’S EXAMINATION OF THE MATTERS REGARDING THE TRUE UP OF
OPERATING EXPENSES OF MIAL FOR THE SECOND CONTROL PERIOD AS PART OF
TARIFE DETERMINATION EXERCISE FOR THE FOURTH CONTROL PERIOD

The Authority noted that MIAL has submitted the revised values for the Operating Expenses based on the
Hon’ble TDSAT Order AERA Appeal No. 9 of 2016 dated 6™ October 2023 for the Second Control Period.

The Authority consistent with the decision taken during the tariff determination for the Third Control Period
proposes to retain the same approach, as mentioned in para 3.1.4 of this Consultation Paper.

Therefore, the Authority proposes to consider the Operating Expenses for the true up of the Second Control
Period as decided in the Third Control Period Order i.e. as per Table 47.

3.9 TRUE UP OF TARGET REVENUE FOR THE SECOND CONTROL PERIOD

MIAL’S SUBMISSION REGARDING TRUE UP OF TARGET REVENUE FOR THE SECOND
CONTROL PERIOD IN MYTP FOR THE FOURTH CONTROL PERIOD

Based on above mentioned changes in various building blocks, revised ARR of the Second Control Period
is as below:

Table 48: Computation of Target Revenue of the Second Control Period after incorporating changes
in various Building Blocks
(Rs. in crores)

Particulars FY15 FY16 FY17 FY18 FY19 Total

Return on RAB and HRAB 731.23 780.88 846.61 817.88 782.98 3,959.59

Add: Operating Expenses 773.06 589.71 721.69 862.99 839.68 3,787.12

Add: Depreciation 409.36 417.69 503.24 534.85 548.33 2,413.47

Add: Aeronautical Taxes 73.17 45,59 68.06 135.29 322.11

Less:30% Revenue Share Assets (92.47) | (118.46) | (159.78) | (187.81) | (220.29) (778.81)

st
Tru_e up for the 1% Control 1,357.53 i i i i 135753
Period

Target Revenue 3,178.71 1,742.99 1,957.35 2,095.97 2,085.99 11,061.01

Actual Aero Revenues 1,376.20 1,512.03 1,640.18 1,786.55 1,896.19 8,211.14

True-up/true-down 1,802.51 230.97 317.17 309.41 189.80 2,849.86

Carrying Cost @ 12.22% 12.22% 12.22% 12.22% 12.22% 12.22%

Years 5.00 4.00 3.00 2.00 1.00

True-up with carrying cost 3,207.43 366.24 448.18 389.63 212.99 4,624.47

AUTHORITY’S RECAP REGARDING THE TARGET REVENUE FOR THE SECOND CONTROL
PERIOD AS PER THE TARIFF ORDER FOR THE THIRD CONTROL PERIOD

The Authority’s computation of true up of the Second Control Period in the Third Control Period Order is
as follows:

Table 49: True up of the Target Revenue for the Second Control Period as decided in the Third
Control Period Order
(Rs. in crores)

Particulars Ref FY 15 FY 16 FY 17 FY 18 FY 19 Total

Landing charges A 648.17 691.95 940.09 | 1,335.23 | 1,391.30 5,006.75
Parking charges B 28.66 29.36 47.85 63.75 65.53 235.15

Consultation Paper No. 08/2024-25 Page 68 of 349




TRUE UP OF THE SECOND CONTROL PERIOD

Particulars

FY 15

FY 16

FY 17

FY 18

FY 19

Total

Aerobridge

42.10

45.92

71.67

87.14

89.56

336.39

UDF

547.25

629.77

442.26

119.58

160.42

1,899.28

Unauthorised Overstay

5.92

6.85

9.18

11.98

12.87

46.80

Aircraft refuelling

103.78

106.65

127.53

167.02

174.17

679.14

Into Plane Revenue

0.32

1.53

1.60

1.85

2.34

7.65

Total Aero Revenue

1,376.20

1,512.03

1,640.18

1,786.55

1,896.19

8,211.15

Target Revenue

Average RAB

4,634.61

5,329.57

6,107.86

5,929.70

5,698.56

Average HRAB

726.63

672.49

620.39

564.82

510.46

Total

5,361.24

6,002.06

6,728.25

6,494.52

6,209.01

FroR

11.80%

11.80%

11.80%

11.80%

11.80%

Return on RAB

632.68

708.30

794.00

766.41

732.72

3,634.11

OM — Efficient
Operation &
Maintenance Cost

820.12

592.10

721.53

858.69

788.92

3,781.37

Total Depreciation

407.98

416.37

501.64

533.15

546.49

2,405.63

Tax

Non-Aeronautical
Revenue

1,020.12

1,246.58

1,433.47

1,682.01

1,832.23

7,214.41

Share of Revenue from
Revenue Share Assets

306.04

373.98

430.04

504.60

549.65

2,164.31

True up for the 1%
Control Period

(485.20)

(485.20)

Target Revenue

1,069.54

1,342.80

1,587.12

1,653.66

1,518.48

7,171.60

Under Recovery /
(Over Recovery)

(306.65)

(169.23)

(53.06)

(132.89)

(377.70)

(1,039.54)

Under Recovery /
(Over Recovery) on
PV Terms

(535.64)

(264.40)

(74.15)

(166.11)

(422.27)

(1,462.58)

True Up for the
Second Control
Period as on
01.04.2019

S=
cum(V)

(1,462.58)

(1,462.58)

AUTHORITY 'S EXAMINATION REGARDING THE TRUE UP OF TARGET REVENUE FOR
THE SECOND CONTROL PERIOD AS PART OF TARIFF DETERMINATION EXERCISE FOR
THE FOURTH CONTROL PERIOD

3.9.3 The Authority has computed the Return on RAB as mentioned in para 3.1.6.

Table 50: Change in Return on RAB for the Second Control Period as proposed by the Authority
based on the SCN
(Rs. in crores)

Second Control Period - Return on RAB
FY 15 FY 16 FY 17 FY 18 FY 19

A 105.49 100.25 137.98 161.80 205.18

Particulars Total

WDV as on
previous year
WDV as on current
year

Return on RAB
Impact as per SCN

B 100.25

C = (Average(A,B))*
11.80% (FRoR)

137.98 161.80 205.18 194.52

12.14 14.06 17.69 21.65 23.58
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3.9.4 Since the Authority is not considering the changes proposed by MIAL except for complying with the
Hon’ble Supreme Court Order on Aeronautical Taxation and the directions of the Authorized Investigation
Agency as explained in para 3.1.6, the Authority proposes to consider the True Up of the Second Control
Period only to that extent.

The True Up of the Target Revenue for the Second Control Period as proposed by the Authority is as per
Table 51 below:

Table 51: True up of Target Revenue as proposed by the Authority for the True up of the Second
Control Period
(Rs. in crores)

-+

Particulars FY 15 FY 16 FY 17 FY 18 FY 19 Total

Landing charges 648.17 691.95 940.09 | 1,335.23 | 1,391.30 5,006.75

Parking charges 28.66 29.36 47.85 63.75 65.53 235.15

Aerobridge 42.10 45.92 71.67 87.14 89.56 336.39

UDF 547.25 629.77 442.26 119.58 160.42 1,899.28

Unauthorised Overstay 5.92 6.85 9.18 11.98 12.87 46.80

Aircraft refuelling 103.78 106.65 127.53 167.02 174.17 679.14

o|nmlolo|w|>@

Into Plane Revenue 0.32 1.53 1.60 1.85 2.34 7.65

Total Aero Revenue 1,376.20 | 1,512.03 | 1,640.18 | 1,786.55 | 1,896.19 8,211.14

Target Revenue -

Average RAB I 4,640.61 | 5,342.80 | 6,129.58 | 5,961.56 | 5,741.07

Average HRAB J 727.14 673.99 622.91 568.46 515.26

Total K=1+J 5,367.75 | 6,016.79 | 6,752.49 | 6,530.02 | 6,256.34

FRoR L 11.80% 11.80% 11.80% 11.80% 11.80%

Return on RAB M=KxL 633.39 709.98 796.79 770.54 738.25 3,648.96

Impact on Return on
RAB due to non- N (As per
existent assets as per Table 50)
SCN

12.14 14.06 17.69 21.65 23.58 89.11

Net Return on RAB O =M-N 621.26 695.93 779.11 748.89 714.67 3,559.85

OM - Efficient
Operation & P 820.12 592.10 721.53 858.69 788.92 3,781.37
Maintenance Cost

Total Depreciation
(Refer Table 36 and 534.68 2,357.75
Table 37)

Tax - - - - 12.81 12.81

Non-Aeronautical 1,02013 | 124658 | 143347 | 168200 | 183223 | 7.214.41
Revenue

Share of Revenue from T=Sx

Revenue Share Assets 30% 306.04 373.98 430.04 504.60 549.67 2,164.32

st
True up for the 1 U (291.78) (291.78)

Control Period
V=0+P

Target Revenue +Q+R- 1,24453 | 1,322.24 | 1,562.66 | 1,624.82 | 1,501.41 7,255.67
T+U

W (at
Future Value Factor FRoOR of 1.75 1.56 1.40 1.25 1.12
11.80%)

Under Recovery /

(Over Recovery) X=V-H | (13167)| (189.78) | (77.52) | (161.73) | (394.78) | (955.48)
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Particulars FY 15 FY 16 FY 17 FY 18 FY 19 Total

Under Recovery /
(Over Recovery) on
PV Terms as on
01.04.2019

(229.58) | (296.50) | (108.32) | (202.15) | (441.36)

True Up for the
Second Control Z=

Period as on sum(Y)
01.04.2019

(1,278.32)

3.9.6 Based on the above, the over-recovery of Rs. 1,278.32 Crores for the Second Control Period as determined
by the Authority is proposed to be considered for true up in the subsequent Control Periods as part of tariff
determination process for the Fourth Control Period.

3.10 AUTHORITY PROPOSALS REGARDING TRUE UP FOR THE SECOND CONTROL
PERIOD AS PART OF TARIFF DETERMINATION EXERCISE FOR THE FOURTH
CONTROL PERIOD

Based on the material before it and based on its examination, the Authority proposes the following regarding
True up for the Second Control Period:

To not consider Annual Fee pertaining to Aeronautical Revenues as an expense while computing
Aeronautical Taxes.

To consider the Aeronautical Taxes as per Table 44.

To consider the impact on depreciation as per Table 35 and Return on RAB as per Table 50 as identified by
the Self-Contained Note (SCN) issued by the Authorized Investigation Agency (AlA).

To True up the Target Revenue for the Second Control Period as per the Table 51.

To consider the over-recovery of Rs. 1,278.32 crores during the True up for the Second Control Period as
part of the tariff determination exercise for the Fourth Control Period.
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4. TRUE UP OF THE THIRD CONTROL PERIOD

4.1
411

412

4.2

421

BACKGROUND

The Authority had determined the tariff for the Third Control Period as per the Third Control Period Order
setting out various regulatory building blocks after evaluating all of MIAL’s and other stakeholder
comments considering MIAL’s submission on the impact on account of the COVID Pandemic. MIAL has
filed an appeal against the Order which was adjudicated by a TDSAT Order in AERA Appeal/2/2021 dated
6th Oct 2023. As stated in Para 1.9.5 the order is sub-judice and therefore not considered in the current tariff
computation.

MIAL, in the current MYTP has submitted True up workings for the Third Control Period (April 1st, 2019,
to March 31st, 2024) after giving effect to the judicial orders as explained in Section’s 1.7, 1.8 and 1.9.

ISSUES RAISED BY MIAL PERTAINING TO TRUE UP FOR THE THIRD CONTROL
PERIOD

MIAL has submitted true-up workings relating to the Third Control Period in the MY TP covering the items
set out below:

(i)  Traffic

(i) Aeronautical Revenues

(ili) Regulatory Asset Base

(iv) Hypothetical Regulatory Asset Base
(v)  Depreciation

(vi) Fair Rate of Return

(vii) Operating and Maintenance Expenses
(viii) Non-Aeronautical Revenue

(ixX)  Aeronautical Taxation

MIAL has raised these issues after factoring in the decisions of the Hon’ble TDSAT on various issues and
of the Hon’ble Supreme Court judgement on the issue of corporate tax pertaining to earnings from
Aeronautical services.

For each of the issues raised by MIAL, the Authority examined the True up for the Third Control Period,
issue wise, in the following manner in the following paragraphs:

(i) Recording and understanding MIAL's submission in the MYTP;

(ii) Recap of decision taken by the Authority for these matters at the time of tariff determination for the
Third Control Period;

(iii) Examination and proposal regarding these matters as part of tariff determination for the current control
period.

The Authority has considered the following documents for determining true up of the Third Control Period:

(i) Tariff Order for the Third Control Period (Order No. 64/2020-21) dated 27th February 2021.

(i) Multi Year Tariff Proposal (MY TP) submitted by MIAL for the Fourth Control Period.

(iii) AERA Guidelines and Orders.

(iv) The Authority’s decisions on the Regulatory Building Blocks as per previously issued Tariff Orders
of other airports.
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(v) Hon’ble Supreme Court and Hon’ble TDSAT orders.

In view of the Authority’s analysis provided in para from 1.9.2 to 1.9.5, with regards to the issues raised by
the Authority in the Civil Appeal against the judgements of the Hon’ble TDSAT, the Authority is of the
view that presently it needs to continue the tariff determination exercise consistent with the decisions taken
in the Tariff Order for the Third Control Period as the matter is sub-judice before the Hon’ble Supreme
Court.

Further, the Authority proposes implementing the Hon’ble Supreme Court judgement dated 11" July 2022
and recomputing the Aeronautical Taxes based on the regulatory accounts. This will involve not treating the
Annual Fee associated with Aeronautical Revenues as an expense while computing the Aeronautical Taxes.

4.2.7  Additionally, as explained in Para 3.1.6, the Authority has dealt with this issue identified in SCN under the
True up of Regulatory Asset Base (Detailed in section 4.4).

4.3 TRUE UP OF TRAFFIC

MIAL'S SUBMISSION ON TRUE UP OF TRAFFIC FOR THE THIRD CONTROL PERIOD IN
MYTP FOR THE FOURTH CONTROL PERIOD

4.3.1 MIAL submitted the following ATM and Passenger Traffic for the True up of the Third Control Period in
MYTP:

Table 52: MIAL's submission for True up of Traffic for the Third Control Period in MYTP for the
Fourth Control Period

Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total
Passenger Traffic
Domestic (in millions) 33.57 9.84 18.56 32.72 38.50 133.19
International (in millions) 12.36 1.22 3.18 11.21 14.32 42.28
Total 45.92 11.05 21.75 43.92 52.82 175.47

ATM Traffic
Domestic (in millions) 228.68 91.81 150.75 221.86 241.81 934.90
International (in millions) 75.99 23.18 34.90 67.78 83.15 285.01
Total 304.68 114.98 185.65 289.64 324.96 1,219.91

RECAP OF DECISION TAKEN BY THE AUTHORITY AS PART OF TARIFF DETERMINATION
FOR THE THIRD CONTROL PERIOD

4.3.2 The Authority had decided to “true-up the Traffic based on the actual numbers during the Third Control
Period, at the time of tariff determination for the Fourth Control Period.” The traffic considered in the Third
Control Period tariff computation is set out below:

Table 53: Passenger/ATM Traffic considered by the Authority during tariff determination for the
Third Control Period

Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total
Passenger Traffic
Domestic (in millions) 33.60 9.30 20.59 33.50 36.30 133.29
International (in millions) 12.30 1.20 7.75 12.40 13.60 47.25
Total 45.90 10.50 28.34 45.90 49.90 180.54

ATM Traffic
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Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total

Domestic (in millions) 229.00 87.00 140.00 229.00 247.00 932.00
International (in millions) 76.00 22.00 48.00 76.00 84.00 306.00
Total 305.00 109.00 188.00 305.00 331.00 1,238.00

AUTHORITY’S EXAMINATION OF THE MATTERS REGARDING THE TRUE UP OF TRAFFIC
FOR THE THIRD CONTROL PERIOD AS PART OF TARIFF DETERMINATION FOR THE
FOURTH CONTROL PERIOD

4.3.3 The Authority compared the Traffic as proposed by MIAL for the Third Control Period with the actual
Traffic as published in the AAI website. The comparative analysis is provided below:

Table 54: Comparison of Traffic as per MIAL submission and as per data in AAI website for the
Third Control Period

Particulars As per Ref FY20 | FY21 | FY22 | FY23 | FY24 | Total
m)“es“c Passengers (in MIAL 3357 | 984 | 1856| 3272 3850 | 133.19
,[\)A%r)“es“c passengers (in AAI 3352 | 984 | 1856| 3272 3850 | 133.14
Difference (in Mn) 0.05 - - (0.01) - 0.04
% Difference 0% 0% 0% 0% 0% 0%
:\;tne)mat'o“a' Passengers (in 1236 | 122 318| 1121| 1432| 4228
:\;tne)mat'o“a' Passengers (in 1236 | 122 318| 1121| 1432| 4228
Difference (in Mn) - - - - 0.00 0.00
% Difference 0% 0% 0% 0% 0% 0%
Domestic ATMs (in '000) 228.68 | 91.81 | 150.75 | 221.86 | 241.81 | 934.90
Domestic ATMs (in '000) 228.68 | 92.20 | 151.28 | 222.61 | 241.81 | 936.58
Difference (in '000) = - (0.39) (0.54) (0.74) - (1.68)
% Difference = 0% 0% 0% 0% 0% | 1%
International ATM's (in

000) 7599 | 2318 | 3490 | 67.78| 83.15| 285.01
,'gé%;”a“ona' ATMs (in 7599 | 2367 | 3490 67.78| 83.17| 28552
Difference (in '000) O =M-N - (0.49) - - (0.02) (0.51)
% Difference P=O/N 0% | (2%) 0% 0% 0% | (2%)

Based on the above table, the Authority observes that the difference between the actual Traffic as submitted
by MIAL and the Traffic published in AAI's website is insignificant

The Authority analyzed the traffic submission of MIAL as per the MY TP towards true up for the Third
Control Period and has noted the following:

(i) The trend of actual recovery of Passenger traffic in the Third Control Period is broadly aligned with
the traffic projections made by the Authority at the time of tariff determination for the Third Control
Period.

(i) The variation in Pax Traffic between the traffic projected by the Authority at the time of tariff
determination for the Third Control Period and the actual as submitted by MIAL is as shown in the
table below:
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Table 55: Variance between Traffic approved in the Third Control Period Order with the Traffic
submitted by MIAL for true-up for the Tariff Determination of the Fourth Control Period

FY ending March 31 (MPPA) FY20 | FY 21 FY 22 FY23 | FY 24 | Total
Total PAX Traffic Projected by the Authority
(A)

Total PAX Traffic as per MIAL (B) 4592 | 11.05 21.75 4392 | 52.82 | 175.47
Variation in Traffic — Increase/(Decrease)
C=(B-A)

Variation in Traffic in % — Increase/(Decrease)
D = (C/A)*100

45.90 | 10.50 28.34 45.90 | 49.90 | 180.54

002| 055| (559)| (1.98)| 292| (5.07)

0.04% | 5.24% | (19.72%) | (4.31%) | 5.85% | (2.81%)

o FY 2021-22 and FY 2022-23 were years of COVID-19 recovery, a global black swan event that
disrupted economies and industries worldwide, with the aviation sector being among the hardest hit.
The recovery during this period was slower than anticipated, with traffic volumes below projections due
to the prolonged impact of the pandemic on travel restrictions, travel demand and passenger confidence.
These years were especially affected by the disruptions in international traffic, with countries imposing
strict entry and exit regulations, quarantine protocols, and temporary bans on international flights due
to which the movement of passengers across borders were restricted.

Gradually, the traffic is slowly recovering to pre-pandemic levels, with the overall traffic of the Third
Control Period lower than projections by only 5.07 MPPA (i.e., -2.81%).

The Authority notes that there is only a 2.8% variance in the overall traffic approved in the Third Control
Period Order with the Traffic submitted by MIAL for true-up.

Based on the above, the Authority proposes to consider the Actual Traffic for the True Up of the Third
Control Period as per Table 52.

44 TRUE UP OF REGULATORY ASSET BASE

MIAL'S SUBMISSION ON TRUE UP OF REGULATORY ASSET BASE FOR THE THIRD

CONTROL PERIOD IN MYTP FOR THE FOURTH CONTROL PERIOD

MIAL, as part of the True Up of Capital Expenditure for the Third Control Period, has submitted the Capital
Expenditure (CAPEX), Asset Allocation, Aeronautical Depreciation and the final RAB and HRAB.

MIAL has submitted that, although the execution of capex was delayed in wake of the impact of Covid-19
and change in ownership of CSMIA, the pace of execution picked up in FY 2023-24. All the critical projects
required for safety, security and passenger convenience were executed in a cost-effective and time-bound
manner.

Table 56: MIAL’s submission on CAPEX incurred during the Third Control Period
(Rs. in crores)

Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total

Total Capitalization as per Books 518.80 3.50 160.50 212.90 847.70 1,743.40

Aero Capitalization 332.05 3.32 150.74 181.51 777.52 1,445.14

Less: Runway Recarpeting Works
considered as OPEX for comparison 137.89 0.60 3.80 115.00 256.90
purposes

Comparable Aero Capitalization 194.55 2.72 146.94 662.52 1,188.24
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Table 57: MIAL’s submission on proportionate capitalization and RAB for the true up of the Third
Control Period

(Rs. in crores)
Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total
Opening RAB 5,896.98 | 5,654.95| 5,238.96 | 4,858.18 | 4,696.13
+ Addition based on proportionate 270.90 75.22 2815 | 25088 | 29533 | 92048
capitalization*
- Depreciation 512.94 491.21 408.93 412.93 404.08 | 2,230.09
Closing RAB 5,654.95 | 5,238.96 | 4,858.18 | 4,696.13 | 4,587.37
(Rs. in crores)
Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total
Capitalization during the year* 194.55 3.32 150.74 181.51 777.52 1,307.64
Less: Carried forward to next year 74.54 2.64 125.22 55.86 538.05
Proportionate Capitalization during 120.01 0.68 25 51 12565 939.47
the year
Add: Brought forward balance to be
added to RAB 150.89 74.54 2.64 125.22 55.86
Total Capitalization during the year 270.90 75.22 28.15 250.88 295.33
*Difference between Rs. 1,188.24 in
Table 56 and Rs. 1,307.64 is due to
Runway Recarpeting included as part of
RAB by MIAL

RECAP OF DECISION TAKEN BY THE AUTHORITY AS PART OF THE TARIFFE
DETERMINATION FOR THE THIRD CONTROL PERIOD

4.4.3 The RAB as computed by the Authority in the Third Control Period Order is given below:

0.60 3.80 115.00

Table 58: RAB as approved by the Authority in the Third Control Period Tariff Order
(Rs. in crores)

Particulars Ref FY 20 FY 21 FY 22 FY 23 FY 24 Total
Opening RAB A 5,698.56 5,789.44 5,901.90 5,860.07 5,641.51
Less: . B 512.62 512.77 451.92 441.69 418.40 | 2,337.40
Depreciation
Add:
Capitalization C 452.61 625.23 410.09 223.13 219.36 | 1,930.42*
during the year
pad: Brought D 150.89 : : . .| 150.89
orward projects

Closing RAB E = A-B+C+D 5,789.44 5,901.90 5,860.07 5,641.51 5,442.47
Average RAB E=Avg(A+D,E) 581945 | 5,845.67 | 5,880.98 5,750.79 | 5,541.99
*Of the total capex of Rs. 1,938.88 Crores approved by the Authority for the Third Control Period, Rs. 1,930.42 Crores pertains to
aeronautical CAPEX, which has been included as part of the Regulatory Asset Base.

The Authority decided to True up the aeronautical additions to Regulatory Asset Base for the Third Control
Period and resultant asset allocation as per the actual additions on the basis of a certificate from the statutory
auditors certifying the line-by-line classification of additions into aeronautical and non-aeronautical based
on the broad framework provided by the independent study undertaken for the Second Control Period.

The Authority also decided to re-adjust the project cost by 1% and the applicable carrying cost in the Target
Revenue at the time of Tariff Determination for the Fourth Control Period in case of non-completion of the
project as per the proposed timelines due reasons which are unjustified.
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AUTHORITY’S EXAMINATION OF THE ISSUES RAISED BY MIAL REGARDING THE TRUE
UP OF REGULATORY ASSET BASE FOR THE THIRD CONTROL PERIOD AS PART OF
TARIFF DETERMINATION FOR THE FOURTH CONTROL PERIOD:

The Authority, through its Independent Consultant / Aviation Expert, has undertaken a detailed review of
MIAL’s Capex true-up submissions to trace the changes between the costs approved in the Third Control
Period Order and the actual amounts incurred by MIAL. The Authority sought detailed submissions from
MIAL on the actual Capex incurred, along with supporting documentation and reconciliation of these figures
with the Fixed Asset Register.

The Authority, through its independent consultant, reconciled the Capex true-up submissions line item-wise
with the FAR while examining the quantum and narration of each line item in the FAR to verify their
alignment with the approved scope of works and project descriptions. The Authority has also reviewed few
purchase orders, work orders, contracts, and invoices to verify the costs incurred. Additionally, few physical
verifications of assets were conducted during site visits.

The Authority notes that an amount of Rs 1,938.88 Crores was approved as capex in the Third Control
Period and observes that MIAL has claimed Rs. 1,443.40 Crores as true-up of the Third Control Period as
part of its MY TP submission of the Fourth Control Period.

The Authority, through its Independent Consultant / Aviation Expert analyzed the variance between the
approved Capex in the Third Control Period and the actual expenditure incurred by MIAL by taking into
consideration of the following:

(i) ldentifying cost escalations or reductions in completed projects and seeking justifications for the same.

(if) Scrutinizing unapproved projects to evaluate their necessity, relevance, and alignment with the
airport’s operational requirements.

(iii) Projects that have not been executed and reasons thereof.

The Authority, through its Independent Consultant / Aviation Expert, segregated MIAL’s Capex
submissions into the following categories:

A. Projects executed with a scope change / cost overrun: Projects where the actual expenditure incurred
exceeded the approved cost estimates (Table 60).

. Projects executed at a lower cost: Projects completed at a cost lower than the approved estimates
(Table 61).

. Projects carried forward to the next control period: Projects either not completed fully and carried
forwarded to next control period or entirely carried forwarded to next control period (Table 62).

. Projects executed which were approved on an incurrence basis: Projects where costs were approved
by the Authority on an incurrence basis during the Third Control Period (Table 63).

Projects approved in the Third Control Period but dropped by MIAL.: Projects that were approved
during the Third Control Period but were subsequently not executed (Table 65).

. Additional projects executed in the Third Control Period: Projects undertaken during the Third
Control Period which were not part of the proposal during the Third Control Period Order (Table 64).
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Table 59: Summary of variance in capex approved by the Authority in the Third Control Period and
Capex incurred by MIAL in the Third Control Period as submitted in the MYTP of the Fourth

Control Period

(Rs. in crores)
Particulars Amount
Amounts approved in 3 CP 1,938.27*
Add: Change in scope / cost overruns (refer Table 60) 184.68
Less: Projects completed at a lower cost (refer Table 61) (240.33)
Less: Project Carry forward to next control period (refer Table 62) (734.69)

Add: Projects approved on incurrence basis executed (refer Table 63) 21.02
Add: Additional projects executed (refer Table 64) 144.28
Less: Projects not undertaken (refer Table 65) (126.56)
Cost proposed by MIAL for true-up (refer
Table 67) 1,186.67
Add: Runway recarpeting works (refer Table 66) 256.73
Total 1,443.40
Note: MIAL in its MYTP has submitted an aero capitalization of Rs 1,445.14 Crores but has only submitted project-wise details
for Rs 1,443.40 Crores. Accordingly, Authority proposes to only consider Rs 1,443.40 Crores for the purpose of true-up.
*MIAL has only submitted a project wise CAPEX of Rs. 1,938.27 Crs against the Rs. 1,938.88 approved in the Third Control
Period Tariff Order. Accordingly, the Authority proposes to only consider Rs. 1,938,27 Crores for the purpose of comparison given
in this table.

Authority’s examination of the matters regarding true up of cost overrun projects for the Third
Control Period as part of Tariff Determination for the Fourth Control Period

A. Projects executed with a scope change / cost overrun:

4.4.11 The Authority, through its independent consultant observed that there was a change in scope/cost overrun
over the cost approved in the Third Control Period in the following projects of MIAL. Justifications were
sought for each line item, and MIAL’s responses are provided below:

Table 60: Projects executed with a scope change
(Rs. in crores)

Project Cost Variance
approved in Actual (Cost
39 CP Order | Cost(B) | Overrun)
(A) (A-B)
Projects where variance is > Rs. 5 Crores

VDGS for Charlie,

Project Name Reason for variance provided by MIAL

The initial plan was to replace VDGS only in
Charlie and Delta aprons. However, due to
Delta - & ~Romeo 10.00 (51.92) aircraft safety considerations, MIAL has
Apronat Tl & T2 : o

installed it in all aprons.
Ground Service In the 3" CP, the CWIP as of March 2019 was
Equipment (11.87) | omitted to be included in the cost estimate
Common Infra submitted by MIAL.
In the Third Control Period, only the
Tech refresh  of replacement of 600 CCTVs were proposed.
CCTV at T1, T2 (15.05) | However, on  account of  security
Customs & CA considerations, MIAL has replaced 1400
CCTVs.
With the intention to increase passenger
(18.98) | throughput inside the Terminal, MIAL has
introduced 25 SBDs during the Third Control

Additional SBD
machines
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Project Cost
approved in
34 CP Order

(A)

Actual

Project Name Cost (B)

Variance
(Cost
Overrun)
(A-B)

Reason for variance provided by MIAL

Period. This was done for passenger
convenience and operational efficiency.

Vehicles

(20.59)

MIAL had introduced various EVs at airside
and landside basis MOCA’s direction to be net
zero by 2029. A total of 104 vehicles were
purchased.

HLC Revamp

(8.72)

In the 3 CP, the CWIP as of March 2019 was
omitted to be included in the cost estimate
submitted by MIAL.

Dual View X-BIS -
ILBS

(7.88)

To comply with the BCAS circular which
mandated installation of dual view XBIS
machines.

GA Terminal
(Refurbishment/Ex
pansion)

(5.85)

The scope was enhanced considering the
increasing trend of using bigger Charter flights
at GA Terminal.

Explosive Trace
Detectors - ILBS

(5.57)

On safety considerations, 36 out of life ETDs
were replaced in 3 CP.

Tech refresh of

Desktops/ Laptops 0.08

6.26

(6.18)

In 3 CP, the Authority had inadvertently
allowed Rs. 0.08 Crores instead of Rs. 8
Crores. Refer Appendix 10 (Pg no. 400) in the
39 CP Order

Projects costing > Rs. 10 Crores where variance

is<Rs.5Cro

res

CPWD Offices
Kanenagar

33.00 33.38

(0.38)

CPWD office which was located in Airport
land has been relocated in Kane Nagar to make
land available for airport development.
Accordingly, Authority allowed in the 3rd CP.
Deviation is within limits.

Reconstruction
Taxiway K3

(1.11)

Deviation within limits.

Relocation of MT
Building Civil
stores to address
Non-Compliance

(3.44)

This work was taken up to comply DGCA CAR
requirement. Excess cost incurred due to a
delay in execution of work on account of
Covid-19.

Rapid Exit Taxiway
W5 from Runway
32 and connecting
Taxiway K3

Deviation within limits.

Tech refresh of Wi-
Fi, VOIP &
Switches

Deviation within limits.

Tech refresh of

FIDS -T2

Deviation within limits.

Other Projects

Miscellaneous

(23.90)

Comprising 47 projects, most of which were
completed in the second half of the Control
Period due to Covid-19, which resulted in cost
escalations.

Total

(184.68)
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4.4.12 The Authority had perused the reasons provided by MIAL in detail. Since the justifications were reasonable,
the Authority proposes to consider Rs. 429.99 Crores as a part of the true-up of the Third Control Period’s

CAPEX.

B. Projects Completed at a Lower Cost

4.4.13 The Authority, through its independent consultant, observed the following projects were completed at a cost
lower than the cost approved in the Third Control Period. Reasons for variance were sought and MIAL’s
responses are provided below:

Table 61: Projects completed at a lower cost

(Rs. in crores)

Project Name

Project Cost

approved in

34 CP Order
(A)

Actual
Cost

(B)

Variance
(Cost
Saving)
(A-B)

Project
Status

Reason for variance
provided by MIAL

Reconstruction of
Apron "A"& TWY L

100.51

34.80

65.71

Completed

Reduction in the scope of work
has resulted in cost reduction.

Miscellaneous -
Engineering &
Maintenance

66.90

62.28

4.62

Completed

Deviation within limits.

Reconstruction of
TWY K1

52.44

51.37

1.07

Completed

Deviation within limits.

Construction of
Parking Stand V3

40.39

30.84

9.55

Completed

Cost  reduction due to

negotiated rates.

Procurement of
Disabled aircraft
Removal kit

26.10

14.74

11.36

Completed

Due to lower procurement cost.

Tech refresh of
AODB infra

23.52

11.03

12.49

Completed

Cost reductions due to

negotiated rates.

Cyber security setup
& Tech refresh of NW
infra

19.28

18.54

0.74

Completed

Cost reduction via vendor
negotiation and review.

Reconstruction of
Access Road - T1 &
T2 & Elevated Road

18.89

11.83

7.06

Completed

The work has been executed as
per site requirement with a
scope reduction.

Reconstruction of
Junction of TWY N
and K1

Completed

Deviation within limits.

Refurbishment of
BHS-T2

Completed

Deviation within limits.

Check in Counter and
conveyors belts

Completed

Reduction in scope.

Ceremonial Lounge
(Refurbishment)

Completed

Cost  reduction due to

negotiated rates.

Upgradation of
Runway 32 beginning

Completed

Other Projects- Less
than 10 crores

Completed

Comprising 128 projects where
there was cost saving due to
negotiated rates / reduction in
scope.

Total

Completed
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4.4.14 The Authority has noted that several projects have been completed at a cost lower than approved, due to rate
negotiations and reduction in scope, and accordingly proposes to consider Rs. 363.57 Crores as a part the
true-up of the Third Control Period’s CAPEX.

C. Projects Carried Forwarded

4.4.15 The Authority, through its independent consultant observed the following projects have been either fully or
partially carried forward to the Fourth Control Period. Reasons were sought and MIAL’s responses are
provided below:

Table 62: Projects Carried Forwarded to the Next Control Period
(Rs. in crores)

Project cost Actual Variance
approved in [Unutilized / Project | MIAL’s justification for

RIEER e 34 CP Order iz (Overutilized)] | Status | projects carried forward

A) ®) (A-B)

Construction of eastern
taxiway (Between E5 Carried Could not be taken up since
and E7) parallel to 263.56 263.56 forward | the land was not available.

RWY 14-32

CT EDS Machine- T1 Carried
& T2 forward

Around 6  machines
provided in 3 CP and
balance carried forward.
Reconstruction of Carried Only part of Tier 2 is
parking stand of Apron f constructed, as TWY W6
orward | . .
C is used for operations.
Part scope  executed.
Carried BCAS has not finalized the
forward | specifications for Body
Scanners.
Land was not available for
construction of Parking
Stand V2.
The existing fire station is
located in the area of the
proposed Taxiway M
extension. This work is
scheduled to commence
Carried immediately prior to the
forward | construction of Taxiway M
extension. Since the work
relating to Taxiway M
extension was not taken up
in 3 CP, this was also
deferred.
1 CFT was purchased,
Procurement of Crash Carried other CFT’s were not
Fire Tenders (CFT’s) ' forward | purchased since their
replacements were not due.
Work Partly done in the
Third Control Period as per
site requirement.

Integrated security
check - T2 (Civil,
ATRS, Body Scanner)

Construction of Carried
Parking Stand V2 ' forward

New Fire Station

Reconstruction of Carried
Perimeter Road forward
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Project Name

Project cost

approved in

34 CP Order
(A)

Variance
[Unutilized /
(Overutilized)]
(A-B)

Project
Status

MIAL’s justification for
projects carried forward

Construction of RET
E6

29.16

29.16

Carried
forward

Work was not taken up
since land was not
available.

Fire Compliance for
TiB

Carried
forward

Part of the work (related to
essential items) has been
completed.

Installation of standby
cable for AGL of RWY
14-32

Carried
forward

Partial work was executed
and the balance to be
undertaken along with
balance recarpeting of
Runway 14-32.

Reconstruction of
Taxiway U

Carried
forward

Not taken up in the Third
Control Period due to
operational constraint.
Proposed to be taken up in
the Fourth Control Period.

Replacement
Trolleys

Carried
forward

Only the required trolley
replacement were done.

Reconstruction of
Compound wall

Carried
forward

Multiple  locations  (in
patches) completed as per
the requirement and site
conditions.

Replacement of ILS
RWY 09 & 14

Carried
forward

Civil  and Electrical
Infrastructure works by
MIAL completed in July
2024,

Reconstruction of GA
Apron

Carried
forward

Could not be taken up since
GA Hangars were not
removed.

Tech refresh of Video
Wall

Carried
forward

Partially executed and
balance carried forward.

Reconstruction of drain
along TWY K1

Carried
forward

Execution level approval
from DGCA was required.

Other Projects- Less

than 10 crores

Carried
forward

Comprising 11 Projects
which were only partially
undertaken  based on
requirement and balance
carried forward.

Total

962.50

227.81

734.69

Carried
forward

4.4.16 From the above table, the Authority notes that some projects could not be completed due to non-availability

of land, and MIAL submitted that only essential CAPEX was undertaken during the Covid affected periods.
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Consequently, MIAL has carried forwarded these projects to the Fourth Control Period. The Authority
proposes considering Rs. 227.81 Crores as a part of the true-up of the Third Control Period’s CAPEX.

D. Projects On Incurrence Basis

4.4.17 The Authority, through its independent consultant observes that the following projects which were approved
on an incurrence basis in the Third Control Period were executed by MIAL, as shown below:

Table 63: Projects which were approved in the Third Control Period Order on an incurrence basis
(Rs. in crores)

Project Cost
approved in 3™ CP | Actual Cost MIAL's Submission
Order

Project Project
Name Reference

NAD A small portion of barricading work was
Colony Buildings  / undertaken in 3 CP and the balance is
including Improvements ' carried forward to the Fourth Control
IDC Period (Refer Project E-2)

A portion of the work (like Departure
Gate Scanner Bar Code, E-gates and face
51.60 20.25 | pods) were undertaken in 3™ CP and the
balance is carried forward to the Fourth
Control Period (Refer Project 21-4)

Plant and

Digi Yatra Machinery

Total 302.45 21.02

4.4.18 The Authority has reviewed MIAL’s submissions and notes that these are ongoing projects. Accordingly,
the Authority proposes to allow Rs. 21.02 crores as True up for the Third Control Period.

E. Additional projects undertaken in the Third Control Period

4.4.19 The Authority, through its independent consultant observes that the following projects carried out by MIAL
in the Third Control Period were not approved as part of the Third Control Period Order. The Authority has
sought detailed justifications for each of the additional projects, and MIAL’s submissions are given below:

Table 64: Additional projects undertaken in the Third Control Period
(Rs. in crores)

Capitalization Actual

Date Cost MIAL's Submission

Project Name

As per the observations from DGCA Inspection
conducted in March 2021, sinking and rolling resistance
Airside-RWY strip - data for Basic Strip was not maintained as per regulatory
CBR Upgradation - | 30-11-2023 requirements. Hence, MIAL has undertaken a project to
RWY 14-32 enhance CBR (California Bearing Ratio) of RWY 14-32
to comply with DGCA CAR (Civil Auviation
Requirement) 4B1 requirements.

As pointed out by DGCA in their inspection in March
2021, Runway 09 RESA CBR was to be maintained as per
Runway End Safety 31-03-2024 CAR. Accordingly, MIAL has upgraded the CBR value of
Area Development RESA -09 to comply with DGCA CAR 4B1. The same is
included by MIAL in the action report submitted to
DGCA as well.

PIDS are advanced sensors designed to alert security
authorities to any attempts at intrusions through the
airport's boundary walls. BCAS AVSEC Circular No.
03/2022, dated June 6, 2022, mandated the installation of

PIDS Installation 31-03-2024
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Project Name

Capitalization
Date

MIAL's Submission

Perimeter Intrusion Detection Systems (PIDS) at all
hyper-sensitive airports by December 31, 2023.

T1iB Forecourt
Development

30-11-2023

The old arrival forecourt required a facelift due to worn-
down vitrified tiles, causing frequent maintenance costs of
approximately Rs. 2 lakhs per month, and water
accumulation during monsoons, which inconvenienced
passengers. MIAL undertook this redevelopment to
address these issues, ensuring smooth movement for
passengers and their greeters while enhancing overall
usability and convenience.

Pax Flow Management
System

31-03-2024

The project, approved by the Authority as part of the tariff
determination under 3 CP (referenced as Passenger
Queue Analytics in Annexure 6 (Pg no 387) of the 3 CP
Order), was mistakenly omitted from the total capital
expenditure list.

Landside-4 MLD STP-
sewerage treatment-
IAD colony

30-11-2023

MIAL has constructed 4 MLD STP in AAI Colony since
it is proposed to connect the nearby Air India hangars to
this STP. Additionally, during the redevelopment of T1,
temporary administrative offices for approximately 200
people will be housed in porta cabins at this location, with
the STP catering to the development's needs. Accordingly,
this project was undertaken in the 3" CP,

Feature Wall -
Chhatrapati ~ Shivaji
Statue

01-09-2023

As part of the airport's development, MIAL constructed a
grand Shivaji Smarak, including a statue of Chhatrapati
Shivaji Maharaj, at the CSMIA entrance. Responding to
local representatives' requests and respecting community
sentiments, MIAL initiated a project to add a Maratha-
style architectural backdrop to strengthen ties with the
local community, key stakeholders in the airport's
development.

Central Store Utility
Building

30-09-2023

This facility was constructed to serve as a centralized hub
for storing airside and landside maintenance materials,
including consumables like chemicals, fuels, and spares
essential for daily airport operations. It also houses an
underground fire tank for cargo fire services.

ARFF-
Customized/Fabricated
Ambulance

30-11-2023

The project is a mandatory operational requirement
involving the replacement of current vehicles, along with
an additional Rs. 1.88 Crore allocated to extend the
lifespan of Crash Fire Tenders (CFT) by five years.

Other Projects less
than 2.50 crores

Various

Projects include ESG Projects, T1- Meeting / Training
room revamp, Airside Driving Simulator System, SAP IT
related projects, Vile Parle Police Station, ARFF -
Forward Mobile Command Post Vehicle.

Total

4.4.20 The Authority, through its Independent Consultant and Aviation Expert examined each of these projects and
noted MIAL’s reasoning for the need and necessity for each of the projects. Since the justifications given
by MIAL were found reasonable, relating to the safety and security of the Airport, the Authority proposes
to include Rs. 144.28 Crores as part of the Third Control Period Capital Expenditure.
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F. Projects not undertaken

4.4.21 The Authority, through its independent consultant observed that some of the projects proposed as part of the
Third Control Period Order were dropped by MIAL. The Authority sought reasons and clarifications for
each of those projects and MIALSs submission is given in the table below:

Table 65: Projects not undertaken
(Rs. in crores)

Project Cost approved

in 34 CP Order MIAL's Submission

Project Name

Engineered Material
Arrestor System 35.00 | The project was dropped due to cost considerations.
(EMAS)

The project, brought forward from an earlier control period,
MET Farm 11.20 | was dropped by MIAL as the MET team agreed to invest
this cost.

The project was dropped by MIAL as it pertains to
10.44 | compliance requirements, which will be addressed by AAI
through the ATC automation project.

Construction of utility The project was dropped as the K1 Taxiway work is
duct bank below TWY 5.50 | completed, and the utility duct bank will be relocated
K1 elsewhere.

Tech refresh of AODB
storage and backup
Business Process
Manager

SITC of new 1300TR
centrifugal chiller for T2 3.27 | Dropped as this is not required anymore.
chiller plant.

Provision of new
Constant current 3.25 | Dropped due to phasing out of technology
Regulator at CSMIA

Electronic Flight Strips
for ATC Tower

5.31 | Dropped because of duplication.

3.28 | Dropped due to phasing out of technology

Other Projects include Replacement of Marking Machine,
49.31 | Airport Sweeper, SITC of Cooling Tower, etc., which were
dropped by MIAL.

Other projects less than
Rs. 3 Crores each

Total 126.56

4.4.22 The Authority observes that certain projects approved in the Third Control Period Order were dropped by
MIAL, while many others were deferred to the next control period. The Authority draws reference to its
decision in the Third Control Period Order as explained in Para 5.5.3:

“...From the above table, it is noted that MIAL 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 MIAL
would be completed on time. In order to discourage this trend, the Authority proposed to introduce a re-
adjustment of cost clause whereby if the project is committed to be completed by MIAL in each control
period and if the same was not completed, then the ARR / target revenue shall be reduced by 1% as re-
adjustment of the total project cost...”

However, the Authority notes that a portion of the Third Control Period was impacted by the unprecedented
COVID-19 pandemic, which created widespread uncertainty and disruptions across the globe. In view of
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the black swan event which has affected almost all aspects of the supply chain and commercial activities,
the Authority is not evaluating this 1% cost re-adjustment as a penal measure during this control period.

The Authority notes that MIAL has included runway recarpeting works of Rs. 256.73 Crores as part of Aero-
Capitalization. The project-wise details are provided in the table below:

Table 66: Cost incurred by MIAL in the Third Control Period towards Runway Recarpeting Works

(Rs. in crores)
Particulars Actual Cost
Runway 14/32 Re-carpeting 115.03
Runway 9/27 Re-carpeting 141.70
Total 256.73

On review of the submission made by MIAL, the Authority, through its Aviation Expert conducted an
independent comparison of the Pavement Classification Number values before and after the recarpeting
exercise using information available on the AAI website.

Since there is no increase in PCN value was noted after the recarpeting exercise, the Authority proposes to
consider the runway recarpeting expenses under Operation and Maintenance Expenses in the current control
period as detailed in Authority’s Order 35 in the matter of ‘Determination of Useful Life of Airport Assets’.
Accordingly, the Authority has examined the same under Operation and Maintenance Expenses (Refer
4.9.96).

Based on the above discussions, the CAPEX for the Third Control Period as submitted by MIAL in MYTP
for the Fourth Control Period viz-a-viz the CAPEX proposed to be considered by the Authority is presented
below:

Table 67: Comparison of cost submitted by MIAL and proposed by Authority for the True-up of the
Third Control Period
(Rs. in crores)

Particulars Cost submitted by MIAL | Cost proposed by Authority
Projects as per Table 60 429.99 429.99
Projects as per Table 61 363.57 363.57
Projects as per Table 62 227.81 227.81
Projects approved on Incurrence Basis as per
Table 63

Additional Projects undertaken as per Table 64 144.28 144.28
Runway recarpeting works as per Table 66 256.73 -
Total 1,443.40 1,186.67

21.02 21.02

In view of the above, the Authority proposes to consider the CAPEX incurred of Rs. 1,186.67 as per Table
67 for the True up of the Third Control Period.

Treatment of assets identified in the Self-Contained Note of AIA:

In addition to the adjusting the assets mentioned in the Self-Contained Note (SCN) of AlA in the Second
Control Period, as stated in paras 3.1.6 and 4.2.7, based on the SCN, there are assets to be adjusted in the
Third Control Period also.
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Table 68: Value of the Assets identified to be adjusted from the Third Control Period additions in the
Self-Contained Note extracted from the FAR of MIAL as on 1% April 2024
(Rs. in crores
Cost as per SCN Order Dated Cost extracted Difference (C=B-
30.08.2023 (A) from FAR (B) A)
Assets identified as non-existent 174.34 174.34 -
* A list of these assets is enclosed in Annexure 1 (Refer 16.1).

Particulars

In compliance to para 12 of SCN dated 30.08.2023 referred at above para 3.1.6, the Authority, through its
Independent Consultant, has computed and accordingly adjusted the impact on account of the excess amount
of tariff resulting from Depreciation (Refer Table 84) and Return on RAB (Refer Table 149) and as reflected
in the Target Revenue (Table 150).

The Authority notes that all these assets amounting to Rs. 174.34 Crores as mentioned in the above table are
categorized as non-aeronautical assets, therefore the Authority proposes not to give any effect to them.

45 TRUE UP OF ASSET ALLOCATION

RECAP OF AUTHORITY’S DECISION ON ASSET ALLOCATION IN THE THIRD CONTROL
PERIOD ORDER

In the determination of RAB, a factor of relevance is the allocation of CAPEX into Aeronautical and Non-
aeronautical assets. The exercise of allocation of assets into Aero and Non-Aero takes into consideration
multiple factors like nature, location and use, revenues derived, area occupied etc.

The Authority had commissioned an independent study on the Allocation of Assets (“Independent Study on
Asset Allocation™) at the time of tariff determination for the Third Control Period, and same was carried out
by R. Subramaniam and Company LLP. The key methodology, principles, and salient features of this asset
allocation study are outlined below:

(i) The Independent Study on Asset Allocation segregated the total assets of the airport under the
following categories:

a) Aeronautical: All assets that are exclusively utilized for activities covered under Schedule 5 of the
OMDA are tagged as “Aeronautical” assets. Examples - Runways, drainage and culverts, taxiways,
aprons and bays, airfield ground lighting, etc.

Non-aeronautical: All assets that are exclusively utilized for non-aeronautical activities covered
under Schedule 6 of OMDA are treated as non-aeronautical assets. Examples - Development of the
Retail Stores, Cargo assets, Metro Station Development.

In-Admissible Asset: Upfront Fee paid to AAI (Rs. 154 crores) and retirement compensation
payable (Rs. 317 Crores) to AAl employees in line with OMDA have been capitalized as Intangible
assets. The upfront fee capitalized is not an admissible asset as it is not a pass-through item in the
State Support Agreement. Retirement Compensation is allowed by the Authority on a payment
basis therefore not considered as part of the asset base.

Common Assets: Assets which are not directly allocable to either Aeronautical or Non-aeronautical
are classified as Mixed assets/Common assets and allocated based on the nature of assets, location,
usage and criteria defined under relevant documents. Common assets are further classified into the
following categories:
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Common assets related to Terminal operations are apportioned between Aeronautical and
Non-aeronautical activities based on the Weighted Average Terminal Floor Space ratio.

Common assets that are situated outside the Terminal building are apportioned between
Aeronautical and Non-aeronautical activities based on the adjusted Gross Fixed Assets ratio.

(if) In 2019, MIAL appointed IRS (Indian Register of Shipping) to verify and certify the areas utilized for
commercial use in Terminal 1, Terminal 2 and GA Terminal of CSMIA and to provide a Survey
Report, wherever applicable. As part of this survey, a physical verification was carried out by the
Independent Consultant to assess both occupied and vacant spaces in all three terminals. Based on this
verification, the proportion of space designated entirely for non-aeronautical activities was determined.
Further, common areas were allocated using the overall aero: non-aero ratios.

4.5.3 Based on the approach mentioned in Para 4.5.2, the following ratios have been derived by MIAL.:

Table 69: Cumulative Summary of Area occupied / to be occupied for Commercial (Non-
Aeronautical) Use in Terminal 2, Terminal 1 and GA Terminal

Sections & Areas in T2

Square Meters L1 L2 L3 L4
Food & Beverage

(F&B) 2,645 8,440
Vacant (F&B) 162 647
Seating (F&B) 888 2,722
Hotel & Lounges 4,185 14,303
Retail 3,323 7,505
Passenger Services
including Forex,
ATMs, 113 1,134
Car Rentals, Hotel
Reservations, etc
Promotional -
Advertising
Airlines offices & 22,684 5,269 27.968
Storage

Duty Free 6,452 - 6,452
Total - Commercial
Area including seating 59,029 10,386 42 | 69,457
areas
Total Area of Terminal 4,48,432 | 1,03,131 890 | 5,52,453
% of Non- 13.16% | 10.07% | 4.70% | 12.57%
Aeronautical Area
% of Aeronautical
Area

MIAL’S SUBMISSION ON ASSET ALLOCATION FOR THE THIRD CONTROL PERIOD

T1 GA Total

239 47 286

86.84% | 89.93% | 95.30% | 87.43%

454 MIAL, for the purpose of allocation of assets between Aeronautical and Non-Aeronautical for the Third
Control Period, followed the methodology adopted in this Independent Study on Asset Allocation. MIAL
has also submitted an independent auditor’s certificate on the statement of additions to fixed assets made
for each financial year of the Third Control Period, classifying it into aeronautical and non-aeronautical
assets.
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455 The following table presents the summary of the asset allocation used by MIAL for allocating the assets for
the Third Control Period:

Table 70: Asset Allocation used by MIAL for the assets capitalized in the Third Control Period

Cost Centre Cost Driver for Segregation of common expenses
Aeronautical Assets 100% Aero

Non-Aeronautical Assets 100% Non-Aero

Common Assets situated inside the Terminal | Weighted Average terminal Floor Area Ratio of the Terminal
Building 87.43%

Common Assets situated outside the Gross Aeronautical Fixed Assets Ratio based on Closing Gross
Terminal Building Block of FY24 —83.40%

Table 71: Ratio of Gross Fixed Assets (also used allocation of Common Assets outside the Terminal
Building) for the Third Control Period as computed by MIAL

3" CP — Asset Allocation 2019-20 2020-21 2021-22 2022-23 2023-24
Asset Allocation (%) 82.83% 82.83% 82.94% 82.94% 83.40%

AUTHORITY’S EXAMINATION ON THE ASSET ALLOCATION SUBMITTED BY MIAL FOR
THE TRUE UP OF THE THIRD CONTROL PERIOD

The Authority notes that instead of adopting the values for each year as per the above Table 71, MIAL has
used the FY 2023-24 allocation percentage of 83.40% commonly for all the five years for the purpose of
computing depreciation in the true up of the Third Control Period. This has been further discussed in Para
4.7.5 on aeronautical depreciation.

The Authority, through its Independent Consultant, obtained the Fixed Asset Register from MIAL and
reviewed the assets capitalized during the Third Control Period. This evaluation included considerations of
the asset description, location revenue streams and the intended use.

The Authority analyzed the asset allocation used on a case-to-case basis and proposes revising the allocation
ratios for the following assets:

Table 72: Revised allocation ratios proposed by the Authority for assets capitalized in the Third
Control Period

Asset Actual | Allocation | Allocation
Asset description Category Costin | used by proposed by Reason for Change
FAR MIAL Authority
Common - | Common - MIAL has submitted that
83.40% 73.30% ~597 sg.m. out of total
forecourt area of 2,236 sg.m.
is occupied by Non-Aero
Concessionaires.
Accordingly, this gross floor
ratio of 73.30% has been
considered as aero.

T1B Forecourt

Development-Civil Building 12.36

T1B Forecourt | Plant & Common - | Common -
Development-MEP Machinery ' 83.40% 73.30%

GA Terminal
Refurbishment and | Building
related works
GA Terminal
Refurbishment and
related works

Common - | o0 Aero
95.30% As per Part | of Schedule 6 of

OMDA, General Aviation is
Electrical Common - Non-Aero non-aeronautical
Installations ' 95.30%
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Asset description

Asset
Category

Allocation
used by
MIAL

Allocation
proposed by
Authority

Reason for Change

and
Equipment

GA Terminal
Refurbishment and
related works

Furniture and
Fixtures

Common -
95.3%

Non-Aero

GA Terminal
Refurbishment and
related works

Office
Equipment

Common -
95.3%

Non-Aero

GA Terminal
Refurbishment and
related works

Plant
Machinery

Common -
95.3%

Non-Aero

Integrated SHA-Civil-
T2

Building

Aero

Common - T2
86.84%

Since it is a part of Terminal
Building

Runway intersection
overlay works

Runways,
Taxiways
Aprons

Aero

Considered as
Aero Opex

No increase in PCN value

Server for WIFI System
at MCR 2 Terminal 2

Servers &
Network

Aero

Common - T2
86.84%

Since it is a part of Terminal

Server for WIFI System
at MCR 1 Terminal 1

Servers &
Network

Aero

Common - T1
89.93%

Since it is a part of Terminal

Re-branding signages at
Various Location

Furniture and
Fixture

Common
87.43%

Common —
Overall

Since it is both within and
outside Terminal

T2 Content
Management Software
E-Gate & ATRS System

Servers &
Network

Aero

Common - T2
86.84%

Since it is a part of Terminal
Building

T1B-LED fixtures
Departure SHA and
Arrival area

Electrical
installations

Common - T1
89.93%

Since it is a part of Terminal
Building

T1 Refurbishment of
Washroom
SHA/T1/A0G

Building

Common - T1
89.93%

Since it is a part of Terminal
Building

T1-Air Curtains

Office
Equipment’s

Common - T1
89.93%

Since it is a part of Terminal
Building

Customized Lamination
Roll for Biometric
System

Computer
End Users

Common —
Overall

Since it is a part of Terminal
Building

Baby  Stroller cum
shopping trolley - T2

Furniture and
Fixture

Common - T2
86.84%

Since it is a part of Terminal
Building

Waterproofing  works
pump room -T1A

Building

Common - T1
89.93%

Since it is a part of Terminal
Building

Landside- Nursery Shed
With irrigation system

Building

Common —
Overall

Being a common landside
area

TERMINAL 1C -
HVAC

Plant And
Machinery

Common - T1
89.93%

Since it is a part of Terminal
Building

Electrical Work at
MIAL training center-
T-1

Electrical
Installations &
Equipment

Common - T1
89.93%

Since it is a part of Terminal
Building

Light fittings at SHA1
and Back-office Area-
T1

Electrical
installations

Common - T1
89.93%

Since it is a part of Terminal
Building

MIAL Nursery
Portable Greenwall

Plant &
Machinery

Common —
Overall

Being a common landside
area
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Asset Actual | Allocation | Allocation
Asset description Catedor Costin | used by proposed by Reason for Change
gory FAR | MIAL Authority

. . Electrical . - .
Smart Timer Switch . Common - T2 | Since it is a part of Terminal
Street light-T2 Installations & | 0.10 | Aero 86.84% Building

Equipment

Lamps & Fans MLCP | Office Common . -
(T2) Equipment 0.02 86.84% Non-Aero Since it is at the MLCP

. Electrical .
AGL Intersection Installations & 0.01 | Aero Considered as No increase in PCN value
Overlay Aero Opex

Equipment

4.5.9 Based on the reclassification of certain assets in Para 4.5.8 from the asset additions submitted by MIAL for
the Third Control Period, the revised Aeronautical portion (%) of asset additions proposed to be considered
by the Authority for the Third Control Period is as follows:

Table 73: Ratio of Gross Fixed Assets (also used allocation of Common Assets outside the Terminal
Building) for the Third Control Period as proposed by the Authority

34 CP — Asset Allocation (%) 2019-20 2020-21 2021-22 2022-23 2023-24

Asset Allocation as submitted
0, 0, 0, 0, 0
by MIAL (From Table 71) 82.83% 82.83% 82.94% 82.94% 83.40%

Less: Change in % as per
Authority’s analysis

Asset Allocation as proposed
by the Authority

4.5.10 Considering the ratios given in Table 73, the Aeronautical CAPEX proposed by the Authority for the Third
Control Period is given in the table below:

Table 74: Aeronautical CAPEX as proposed by The Authority for True up of Third Control Period
(Rs. in crores)

Particulars FY20 | FY21l | FY22 | FY23 | FY 24 Total
Aeronautical Capitalization as per Authority 194.44 2.74 | 146.88 | 171.09 | 660.33 | 1,175.48
Addition considered on Pro-rata basis 117.76 0.63 22.36 67.00 | 145.98 353.74
Adjustments carried forward to next year on Pro-
rata basis

0.02% 0.02% 0.02%

82.83% 82.83% 82.92% 82.92% 83.38%

76.68 2.10 | 12452 | 104.09 | 514.35 821.74

Table 75: RAB as proposed by the Authority for True up of the Third Control Period

(Rs. in crores)
Particulars Ref FY 20 FY 21 FY 22 FY 23 FY 24 Total
Opening RAB A 5,741.07* | 5511.74 | 5,112.02 | 4,741.03 | 4,542.24
Add: Addition based on
proportionate capitalization B 268.65 77.31 24.47 191.52 250.08 812.02
(Refer Table 76)
Less: Depreciation (Refer C 497.99 | 477.03| 39546 | 390.31 | 355.90 | 2,116.69
Table 86)
Closing RAB D = A+B-C 5,511.74 | 5112.02 | 4,741.03 | 4,542.24 | 4,436.41
*Refer Table 26 for Opening RAB of FY 20.

Table 76: Statement of Proportionate Addition during the Third Control Period

(Rs. in crores)
Particulars Ref FY 20 FY 21 FY 22 FY 23 FY 24 Total

Total Aeronautical Capitalization A | 19444 274 | 14688 | 171.09|  660.33 | 1,175.48
during the year
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Particulars

FY 20

FY 23

FY 24

Total

Less: Carried forward to next year

76.68

104.09

514.35**

821.74

Proportionate capitalization
during the year

117.76

67.00

145.98

353.74

Add: Brought forward balance to be

150.89*

124.52

104.09

458.28

added to RAB
Total Capitalization during the E=
year C+D
* Refer Table 26 for brought forward balance of FY 20
** Rs 514.35 Crores is carried forward to the Fourth Control Period

268.65 191.52 250.08 | 812.02

45.11 In view of the above, the Authority proposes to consider the RAB as per Table 75 for the True up of the
Third Control Period.
4.6 TRUE UP OF HYPOTHETICAL REGULATORY ASSET BASE

MIAL'S SUBMISSION ON TRUE UP OF HYPOTHETICAL REGULATORY ASSET BASE FOR
THE THIRD CONTROL PERIOD IN MYTP FOR THE FOURTH CONTROL PERIOD

The Authority while determining tariff for the Third Control Period decided not to consider the cost
attributable to the old demolished T2 as part of HRAB and accordingly reduced the HRAB by Rs. 194.74
crores as on 1st April 2019, along with a reduction in carrying cost of Rs. 64.09 Crores, resulting in a net
impact to the Target Revenue of Rs 258.83 Crores (Refer 4.4.14 of the Third Control Period Order).

TDSAT vide order dated 6™ October 2023 has directed the Authority not to reduce HRAB on account of
demolition of old T-2. Hence, MIAL has not considered the one-time impact of Rs. 258.83 crores computed
by the Authority on account of reduction in HRAB for the purpose of calculation of true-up of the Third
Control Period.

MIAL has submitted revised HRAB for the Third Control Period as follows:

Table 77: HRAB as submitted by MIAL for True up of the Third Control Period
(Rs. in crores)

Particulars

Ref

FY 20

FY 21

FY 22

FY 23

FY 24

Total

Opening HRAB

A

483.81

430.34

379.15

337.22

295.68

53.47

51.19

41.93

41.54

37.60

225.73

Depreciation B
Closing HRAB C=A-B
Average HRAB D=Avg (A QO

430.34
457.07

379.15
404.74

337.22
358.19

295.68
316.45

258.08
276.88

RECAP OF DECISION TAKEN BY THE AUTHORITY REGRADING THE HYPOTHETICAL
REGULATORY ASSET BASE AS PART OF TARIFF DETERMINATION FOR THE THIRD
CONTROL PERIOD

While computing the HRAB for the Third Control Period, the Authority reduced the cost of the demolished
old Terminal 2 amounting to Rs. 194.74 crores.

This reduction affects the depreciation on HRAB and the return on HRAB for the period from FY 2013-14
to FY 2018-19. The total impact, including the carrying cost as on 1st April 2019, amounts to Rs. 258.83
crores.

The following table shows the value of HRAB computed by the Authority for the Third Control Period.
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Table 78: HRAB Computation by the Authority for the Second Control Period after the removal of

the old Terminal 2
(Rs. in crores)

Particulars Ref FY 14 FY 16 FY 18 FY 19 | Total

Opening HRAB A 780.32 517.38 440.00 | 398.86

Reduction due to
removal of old T2 B 194.74 194.74

Depreciation C 23.79 44.42 35.99 41.39 41.15 39.59 | 226.32

Closing HRAB D=A-B-C 561.80 | 517.38 | 481.39 | 440.00 | 398.86 | 359.26

Average HRAB E=Avg (A, D) | 671.06 | 539.59 | 499.38 | 460.70 | 419.43 | 379.06

Table 79: HRAB as decided by the Authority during the tariff determination of the Third Control

Period order
(Rs. in crores)

Particulars Ref FY 20 FY 21 FY 22 FY 23 FY 24 Total

Opening HRAB A 359.26 320.10 283.39 252.30 222.56

Depreciation B 39.16 36.72 31.08 29.74 27.60 | 164.30

Closing HRAB C=AB 320.10 283.39 252.30 222.56 194.97

Average HRAB D=Avg (A O 339.68 301.74 267.84 237.43 208.76

AUTHORITY’S EXAMINATION OF THE MATTERS REGARDING THE TRUE UP OF
HYPOTHETICAL REGULATORY ASSET BASE FOR THE THIRD CONTROL PERIOD AS
PART OF TARIFF DETERMINATION FOR THE CURRENT CONTROL PERIOD

4.6.7 As mentioned in para 4.2.5 of this Consultation Paper, the Authority consistent with the decision taken
during the tariff determination for the Third Control Period proposes to retain the same approach, based on
which HRAB proposed by the Authority for True up of the Third Control Period is as per the below table:

Table 80: HRAB Computation for the Second Control Period after the removal of the old Terminal

2 based on Revised Depreciation
(Rs. in crores)

Particulars Ref FY14 | FY15 | FY16 | FY17 | FY 18 | FY 19 | Total

Opening HRAB A 780.32 | 561.80 | 518.14 | 482.86 | 442.26 | 401.99

Reduction due to removal
of old T2 B 194.74

Depreciation C 23.79 43.66 35.28 40.60 40.27 38.73

Closing HRAB D=A-B-C 561.80 | 518.14 | 482.86 | 442.26 | 401.99 | 363.26

Average HRAB E=Avg (AD) | 671.06 | 539.97 | 500.50 | 462.56 | 422.13 | 382.62

Table 81: HRAB proposed by the Authority for the True up of the Third Control Period
(Rs. in crores)

Particulars Ref FY 20 FY 21 FY 22 FY 23 FY 24 Total

Opening HRAB A 363.26 | 32414 | 287.23 | 257.12 | 227.93

Depreciation (Refer Table 87) B 39.12 36.90 30.12 29.18 2490 | 160.22

Closing HRAB C=A-B 324.14 | 28723 | 25712 | 227.93 | 203.04

Average HRAB D = (A+C)/2 343.70 | 305.68 | 27217 | 24252 | 21548

4.6.8 Inview of the above, the Authority proposes to consider HRAB as per Table 81 for the True up of the Third
Control Period.
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4.7 TRUE UP OF DEPRECIATION

MIAL'S SUBMISSION ON DEPRECIATION FOR THE THIRD CONTROL PERIOD IN MYTP
FOR THE FOURTH CONTROL PERIOD

Depreciation on the Regulatory Asset Base of the Third Control Period, based on the actual capitalization
and depreciation on HRAB as submitted by MIAL after excluding the impact of the removal of the old
Terminal 2, is as follows:

Table 82: Depreciation on RAB and HRAB as submitted by MIAL for the true up of the Third
Control Period

(Rs. in crores)
Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total
Aero Allocation Ratio for Depreciation 83.40% | 83.40% | 83.40% | 83.40% | 83.40%
Aeronautical Depreciation on RAB 512.94 491.21 408.93 412.93 404.08 | 2,230.09
Depreciation on HRAB 53.47 51.19 41.93 41.54 37.60 225.73

RECAP OF DECISION TAKEN BY THE AUTHORITY REGARDING THE DEPRECIATION AS
PART OF TARIFF DETERMINATION FOR THE THIRD CONTROL PERIOD

The Authority in the Third Control Period Order had decided to True up the depreciation based on the actual
capital expenditure incurred and actual date of capitalization of assets.

The depreciation as considered by the Authority for the Third Control Period is as follows:

Table 83: Depreciation on RAB and HRAB decided by the Authority during Tariff determination for
the Third Control Period
(Rs. in crores)

Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total

Aeronautical Depreciation on RAB (Refer
Table 135 of 3 CP Order) 512.62 512.77 | 451.92 | 441.69 | 418.40 2,337.40

Depreciation on HRAB 39.16 36.72 31.08 29.74 27.60 164.30
AUTHORITY’S EXAMINATION OF THE MATTERS REGARDING TRUE UP OF THE
DEPRECIATION FOR THE THIRD CONTROL PERIOD AS PART OF TARIFFE
DETERMINATION FOR THE FOURTH CONTROL PERIOD

The Authority, through its Independent Consultant reviewed the submission by MIAL for Depreciation of
the Third Control Period and has also reviewed the audited financial statements of MIAL, especially on the
accounting policy followed by MIAL for Depreciation. The Authority noted that for certain classes of assets,
MIAL has adopted different useful lives than that prescribed in Order No0.35/2017-18. The Authority
proposes to adopt the rates of depreciation laid out in Annexure-l of the said Order for the purpose of
calculation of depreciation on aeronautical assets in the Third Control Period.

The Authority, through its Independent Consultant / Aviation Expert also notes that, for the purpose of
computing aeronautical depreciation, MIAL has applied the Gross Fixed Asset Ratio of FY 2023-24 (i.e.,
83.40%) across all the five years of the Third Control Period. The Authority notes that Gross Fixed Asset
Ratio specific to each year should be applied for allocation as per Table 71.

The Authority consistent with the decision taken during the tariff determination for the Third Control Period
proposes to retain the same decisions as mentioned in para 4.2.5 of this Consultation Paper, except for
complying with the directions of the Authorized Investigation Agency as explained in para 4.2.7.
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4.7.7 The Authority has computed the depreciation on the assets identified in the SCN by AIA as mentioned in

4.7.8

para 3.1.6 as below:

Table 84: Aeronautical Depreciation as computed by the Authority on the assets identified in SCN

for the Third Control Period

(Rs. in crores)

Third Control Period — Depreciation

Total

Particulars Y 20

FY 21

FY 22

FY 23

Depreciation

Aeronautical

Depreciation 10.63

10.42

8.61

8.06

45.26

The Authority has recomputed the depreciation for the Third Control Period after adjustment set out below:

(i)

removing depreciation 614-line items where MIAL had claimed depreciation rates higher than those

prescribed in Order No. 35/2017-18 and has restricted the depreciation rates to those specified in the

order.

(ii)

expenditure but was reclassified as Operating Expenditure by the Authority.

(iii)
(iv)
V)

revising the asset allocation ratio based on Table 71.
adjusting the depreciation impact on consequent to the SCN as per Table 84.
non-consideration of depreciation on Right of Use Assets in FY 2022-23 and FY 2023-24

removing Depreciation on the re-carpeting of Runway 14/32, which was submitted by MIAL as capital

Table 85: Asset class-wise summary of Differential Depreciation between depreciation rates claimed

by MIAL and in the Order No. 35

(Rs. in crores)

Particulars

No. of
Line Items

FY 21

FY 22

FY 23

FY 24

Total

Building

25

0.00

0.15

0.21

0.32

0.68

Electrical Installations

4

0.01

0.06

0.06

0.13

Furniture and Fixture

10

0.02

0.13

0.14

0.29

Office Equipment’s

12

0.00

0.00

0.01

-0.00

0.02

Plant & Machinery

563

1.73

1.87

3.60

8.19

20.87

36.26

Total additional Depreciation
claimed by MIAL based on
technical opinion obtained by it (a)

614

1.73

1.88

3.78

8.60

21.39

37.38

% of aeronautical assets (b)

82.83%

82.83%

82.92%

82.92%

83.38%

Aeronautical portion of Additional
Depreciation claimed by MIAL
Based on Technical opinion
obtained by it (c =ax b)

1.43

1.56

3.13

7.13

17.84

Table 86: Depreciation on RAB as proposed by the Authority for the True up of the Third Control

Period as a part of the Tariff Determination exercise for the Fourth Control Period
(Rs. in crores)

Particulars

FY 20

FY 21

FY 22

FY 23

FY 24

Total

Depreciation as per Books (does not

to AAI)

include depreciation on upfront fees paid

690.33

670.89

552.41

547.50

537.01

2,998.14

Less: Depreciation on ROU Assets*

4.21

4.21

8.42

Depreciation after deduction of
depreciation on ROU Assets

543.29

532.79

2,989.71
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Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total

Aero Allocation Ratio for Depreciation 82.83% | 82.83% | 82.92% | 82.92% | 83.38%

Aeronautical Depreciation as per FAR 571.79 555.71 458.07 450.51 444.25 | 2,480.34

Less: Higher depreciation in books as

compared to the Authority (614-line items) 143 1.56 3.13 113 17.84 31.09

Less: Runway recarpeting amortize

separately as O&M

Less: Depreciation on disallowed

projects**

Less: Depreciation Impact on non-existent 10.63 10.42 861 8.06 754 45.26

assets as per SCN

Aeronautical Depreciation 497.99 477.03 395.46 390.31 355.90 | 2,116.69
* On 29th April 2022 MIAL acquired 100% of equity shares of Regency Convention Centre and Hotels Private Limited for total
consideration of Rs. 64 Crores. MIAL in its submissions claimed depreciation on this ROU asset as a part of Aeronautical
Depreciation. However, the Authority notes that this is only an investment in equity shares and does not form part of RAB.
Accordingly, the Authority proposes not to consider the depreciation on this asset as a part of Aeronautical Depreciation.
**Depreciation of Rs. 19.87 Crores on 7-line items with Gross Book value of Rs. 122.18 Crores not considered in RAB during the
First and the Second Control Periods excluded. See Table 57 in the Third Control Period Order.

56.89 62.13 47.13 41.39 59.89 267.43

4.85 4.58 3.74 3.62 3.09 19.87

The Authority also noted that the average depreciation rate in the Third Control Period will vary from the
average rate considered by MIAL based on allocation ratio, the adjustments in depreciation calculations
made by the Authority and adjustment made due to the depreciation on runway recarpeting reclassified as
an operating expenditure.

Accordingly, the Depreciation on HRAB was revised. In view of this, the Authority has estimated the
Depreciation on HRAB as follows:

Table 87: Depreciation on HRAB as proposed by the Authority for True up of the Third Control
Period as part of the Tariff Determination exercise for the Fourth Control Period

(Rs. in crores)
Particulars Ref FY 20 FY 21 FY 22 FY 23 FY 24 Total
Aeronautical assets A 9,131.76 | 9,272.39 | 9,419.85 | 9,594.77 | 10,255.10
Depreciation on aeronautical
assets (Refer B 497.99 477.03 395.46 390.31 355.90 | 2,116.69
Table 86)
Average rate of Depreciation | ~_p/a | 54506 | 514% | 420% | 407% | 3.47%
on aeronautical assets %
HRAB D 717.36 717.36 717.36 717.36 717.36
Depreciation on HRAB E=D*C 39.12 36.90 30.12 29.18 24.90 160.22

4.7.11 Inview of the above, the Authority proposes to consider the Depreciation on RAB and HRAB as per Table
86 and Table 87 respectively for the True up of the Third Control Period.

4.8 TRUE UP OF FAIR RATE OF RETURN

MIAL'S SUBMISSION ON FAIR RATE OF RETURN FOR THE THIRD CONTROL PERIOD IN
MYTP FOR THE FOURTH CONTROL PERIOD
Cost of Equity:

4.8.1 MIAL considered the Cost of Equity as approved by the Authority in the tariff order for the Third Control
Period i.e. 15.13%.
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Cost of Debt:

MIAL’s submission on the Cost of Debt for the True-Up of FRoR for the Third Control Period is as given
below:

“As a part of Consultation Paper proposals for the Third Control Period, AERA initially proposed adjusting
Cost of Debt by allowing an increase of 0.50% (50 bps) — raising it from 10.30% to a maximum of 10.80%.
However, when finalizing the Tariff Order, based on Stakeholder Comments, AERA decided to strictly cap
the Cost of Debt fixed at 10.30%, without allowing any increase for the Control Period. ”

During the tariff determination process of the Third Control Period, MIAL had submitted the letter from
State Bank of India dated 20" December 2019 to the Authority which stated that on account of downgrade
in the external rating of MIAL by India Ratings from A+ to A-, the existing pricing on all the credit facilities
has been increased by 0.50% w.e.f. 9th August 2019, effective rate of interest being 10.30% p.a.

Subsequently, MIAL’s financial profile was severely impaired by the outbreak of COVID-19, the resultant
lockdowns, and the continued restrictions on airlines’ operations starting from March 2020.

MIAL’s liquidity crisis was aggravated in FY 2020-21 as total passengers handled plummeted from 45.9
MN in FY 2019-20 to 10.5 MN in FY 2020-21 resulting in constrained operating cash flow.

In July 2021, MIAL, with the support from AAHL and AEL, refinanced its existing debt with short term
bridge to bond facility which was mix of 11% Non-Convertible Debentures redeemable at the end of one
year and Term Loans with interest rate of MCLR plus spread of 4.65% (effective interest rate of 11%) repaid
at the end of one year in March 2022 of Rs. 7,250 Crs.

In April 2022, MIAL raised USD 750 million (~Rs 5,500 crores) through 7.25-year USD Notes/Bonds
through US Private Placement (USPP). Funds raised through Private placement along with additional
borrowings from Adani Airport Holdings Limited (AAHL) were used for refinancing of existing short term
bridge loan of Rs. 7,250 crores as on 31 March 2022. It is to be noted that only ~75% of existing debt was
refinanced from USD notes and balance was refinanced by inter-company loan from AAHL.

USD Notes are repayable in 7.25 years on the last day of Tenor (Bullet Repayment on last date of Tenor).
As per the existing loan agreements, the effective interest rate is ~11.5% (7.25% effective coupon rate +
3.8% hedging cost+6% TDS Gross up on coupon payments).

The intercompany loan from AAHL is unsecured and subordinated to the senior debt. It carries interest
12.5% per annum.

The year wise cost of debt and weighted average cost of debt for the Third Control Period is as follows:

Table 88: Computation of weighted average cost of debt for the Third Control Period — as
submitted by MIAL

(Rs. in crores)
Particulars FY 20 FY 21 FY 22 FY 23 FY 24
Opening Outstanding Debt 6,273.60 6,138.40 6,075.64 7,183.00 8,114.04
Closing Outstanding Debt 6,138.40 6,075.64 7,183.00 8,114.04 8,743.10
Average Debt 6,206.00 6,107.02 6,629.32 7,648.52 8,428.57
Interest Cost 615.75 635.17 732.62 907.30 954.57
Cost of Debt 9.92% 10.40% 11.05% 11.86% 11.33%
Weighted Avg Cost of Debt 10.98%
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4.8.11 The Authority had finalized the process of tariff determination of MIAL for the Third Control Period in
February 2021 with consultation process getting completed in November 2020. There were significant
changes in the global economy post this period. Interest rates surged sharply globally post December 2020.

Since May 2022, the Reserve Bank of India has increased Repo Rate by 2.50% leading to cost of domestic
borrowing becoming dearer in India.

Even if MIAL had continued with the existing debt facility, the increase in interest rate for FY 2022-23
would have been 1.25% (since average interest rates increased gradually) and 2.5% for FY 2023-24
considering only the overall increase in interest rates in the economy. Based on the above, the weighted
average rate of interest for the Third Control Period would have been 11.17% as given hereunder:

Table 89: Computation of weighted average cost of debt if MIAL had continued with existing debt
facility throughout the Third Control Period — as submitted by MIAL

(Rs. in crores)
Particulars FY 20 FY 21 FY 22 FY 23 FY 24
Opening Outstanding Debt 6,273.60 6,138.40 6,075.64 7,183.00 8,114.04
Closing Outstanding Debt 6,138.40 6,075.64 7,183.00 8,114.04 8,743.10
Average Debt 6,206.00 6,107.02 6,629.32 7,648.52 8,428.57
Cost of Debt 10.30% 10.30% 10.30% 11.55% 12.80%
Weighted Avg Cost of Debt 11.17%

TDSAT vide judgement dated 6™ October 2023 has ruled that Authority ought to allow actual cost of debt
incurred by MIAL especially looking into fact that debt availed is from reputed lenders.

FRoOR: As per the weighted average cost of debt of 10.98% for the Third Control Period and cost of equity
of 15.13% and normative gearing ratio of 48:52 as decided by the Authority in the Third Control Period
tariff order, calculation of revised FRoR for the Third Control Period is as follows:

Table 90: Computation of FRoR for the Third Control Period as submitted by MIAL

Calculation of FRoR for the Third Control Period

Cost of Debt 10.98%
Cost of Equity 15.13%
Gearing 48.00%
FRoR for the Third Control Period 13.14%

RECAP OF DECISION TAKEN BY THE AUTHORITY REGARDING THE FAIR RATE OF
RETURN AS PART OF TARIFF DETERMINATION FOR THE THIRD CONTROL PERIOD

4.8.16 The Authority in the Third Control Period Order decided to consider Cost of Equity at 15.13% and Debt
Equity Ratio of 48%:52% as per the recommendations / outcome of the Independent Study Report (Refer
Para 5.2.5 of the Third Control Period Order).

The Cost of Debt was considered at 10.30% and decided to be trued up subject the cap of 10.30%. The Cost
of Debt was applied across total debt, irrespective of the source, i.e., both on Debt and Refundable Security
Deposit (RSD).

4.8.18 Accordingly, the Authority had considered FRoR at 12.81% considering Cost of Debt at 10.30% to be trued
up subject to cap, Cost of Equity of 15.13% and the gearing ratio of 48:52.
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AUTHORITY’S EXAMINATION OF THE MATTERS REGARDING THE TRUE UP OF FAIR
RATE OF RETURN FOR THE THIRD CONTROL PERIOD AS PART OF TARIFFE
DETERMINATION FOR THE FOURTH CONTROL PERIOD

4.8.19 The Authority notes that MIAL has submitted the True up of FRoR for the Third Control Period based on
the TDSAT judgement as explained in para 1.8.1.

4.8.20 The Authority consistent with the decision taken during the tariff determination for the Third Control Period
proposes to retain the same as mentioned in para 4.2.5 of this Consultation Paper.

4.8.21 Additionally, the Authority observed MIAL’s and analyzed it further. The following table lists the loan
position of MIAL throughout the five years in the Third Control Period:

Table 91: Computation of FRoR for the true up of the Third Control Period as submitted by MIAL

Particulars FY 19 FY 20 FY 21 FY 22 FY 23 FY 24 Interest

Project Term

5,665 5,560 5,714 MCLR+1.80=10.30%
Loan — SBI

Term Loans From
banks — SCB &
DB

Term loan from
financial
institution -
Aseem Infra
Finance

Non-convertible
debentures (NCD)

ECB - Apollo

Group Coupon EIR-7,25

Inter  corporate

0,
loans — AAHL 12.50%

Real Estate loan 9.30 % to 11.95%

Working Capital

0,
Loan 9.25%

Total Borrowing
Considered in 6,596 6,138 6,076 7,363 8,294 8,923
MYTP

4.8.22 From the above table, it is evident that MIAL initially relied on a Loan from SBI at a relatively lower interest
rate MCLR + 1.80% (10.30%). However, over time, this borrowing was replaced with other higher-cost
sources, reflecting a more expensive shift in funding.

4.8.23 The SBI loan was phased out through borrowings from Azeem Infra Finance, NCD and Term Loans from
other Banks at a higher interest rate of 11%, which was further replaced in the next year (FY 2021-22) by
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a combination of loans, i.e., an External Commercial Borrowing Facility at 11.50% and an intercorporate
loan from AAHL at 12.50% p.a, both of which were at higher rates of interest.

4.8.24 The Authority’s examination is summarized below:

(i) MIAL states that it had to restructure the borrowing arrangement with SBI due to defaulting loans
under the previous management. MIAL stated that even if it had continued with the borrowings from
SBI, the rate of interest would have been substantially higher and would have resulted in a weighted
average cost of borrowing of 11.17% as stated in Para 4.8.13. The Authority analyzed the movement
in SBI MCLR in the table below:

Figure 2 - SBI -1 Year MCLR ranging from March 2019 to September 2024

SBI - 1-Year MCLR

7.00% 7.00%

7.00% 7.00%

Mar’ Sep’ Mar’ Sep’ Mar’ Sep’ Mar’ Sep’ Mar’ Sep’ Mar’ Sep’
19 19 20 20 21 21 22 22 23 23 24 24

From the above figure, itis clearly seen that the SBI MCLR rate experienced a significant decline from
the beginning of FY 20 and remained at those levels for about two years before returning to its pre-
covid range by FY 24. This indicates that if MIAL had continued with the same debt facility during
this period, it could have benefitted from the reduced interest rates, resulting in lower borrowing costs
for most part of the Third Control Period. Based on the movement of SBI MCLR, even considering
the highest interest rate, the Authority finds that cost of debt would have only increased to 10.15%
(MCLR - 8.65% + 1.50% Spread) as per Figure 2.

The Authority also notes the inter-corporate loan being availed at the highest rate of 12.50%, is quite
high in the context of funding available in the Indian market at that relevant time for the infrastructure
sector. The trend of SBI MCLR in Figure 2 clearly indicates that finance was available to MIAL at a
substantially lower rate than its current borrowing rate. Therefore, availing the inter-corporate loan
from AAHL at 12.50% has increased the cost of debt substantially when compared to the borrowing
from SBI.

In view of the foregoing analysis and reasoning, the Authority proposes not to consider the weighted
average costs of debt and is continuing with its decision to apply the cap on the interest rate at 10.30%
as decided in the Third Control Period.

Consultation Paper No. 08/2024-25 Page 100 of 349




TRUE UP OF THE THIRD CONTROL PERIOD

4.8.25 Consequently, the Authority proposes not to make any change to the decisions made in the Third Control
Period Order for the Fair Rate of Return. Therefore, the FRoR as decided in the Third Control Period Order
(Ref para 5.6.5) is proposed to be continued for the True up of the Third Control Period.

4.9 TRUE UP OF OPERATING EXPENSES

MIAL'S SUBMISSION ON OPERATING EXPENSES FOR THE THIRD CONTROL PERIOD IN
MYTP FOR THE FOURTH CONTROL PERIOD

MIAL has submitted the O&M expenses for the true-up of the Third Control Period based on actuals
incurred during the period.

The component wise breakup of Operating and Maintenance expenditure submitted by MIAL for the Third
Control Period is as follows:

Table 92: O&M expenses submitted by MIAL for the true up of the Third Control Period

(Rs. in crores)
(+)/ () % as per

MIAL’s
submission from
the 3 Control
Period Tariff
Order

Employee Cost 18.39%
Utilities Expenses 15.44%
Repair &
Maintenance -24.06%
Expenses
Rent, Rates and
Taxes
Advertisement
Expenses
Administrative 32.33%
Expenses
AOA Fees 62.32%
Insurance Expenses -85.83%
Consumption of
Stores
Operating
Expenditure
Interest on Working
Capital
Financing Charges -169.06%
Runway Recarpeting
along with Carrying
Cost on Unamortised
Portion
Corporate Cost
Allocation
Provision for Bad
Debts
Bad Debts Written
Off

Particulars

27.88%

10.96%

-44.34%

5.83%

1.86%

Consultation Paper No. 08/2024-25 Page 101 of 349




TRUE UP OF THE THIRD CONTROL PERIOD

(+)/ () % as per
MIAL’s
submission from
the 34 Control
Period Tariff
Order

Particulars

Loss on Scrapping of . 2.32

Asset

Collection Charges
over DF

17.41

CSR Cost

0.52

Exchange Gain and

0.38

Loss
CWIP - Written Off - - 8.65 - - 8.65
Investment Written 006 ) ) 0.06

Off i i
Total 1,004.70 | 960.63 | 4,739.46

951.06 834.99 988.09 -6.23%

MIAL has stated that it was able to achieve savings in various heads of O&M like Employee Expenses,
Utilities, Rates and Taxes, Advertisement, Administrative Expenses and Operating expenses over the cost
approved by the Authority in the Third Control Period. However there has been an increase in expenses for
some heads of expenditure as well, like Repairs and Maintenance, Insurance, Working Capital, and
Financing Charges, for which MIAL has provided reasons as detailed below:

Reasons for increase in various heads of expenditure as per MIAL:

Corporate allocation costs from AEL and AAHL resulting in higher Administration Costs

Adani Enterprises Ltd (AEL), through its subsidiary Adani Airport Holdings Ltd (AAHL), acquired Mumbai
International Airport Ltd (MIAL) in July 2021, adding MIAL to its portfolio of eight airports, including
Navi Mumbai International Airport and six others. AEL is the flagship company of the Adani Group,
promoting various sectors such as airports, power, renewable energy, and logistics. AEL and AAHL have
centralized strategic functions, including finance, legal, procurement, and human resource management,
providing corporate support services across Adani Group companies, including airports. These services are
essential for efficient airport operations and are provided on a cost-to-cost basis, without a markup, to avoid
duplication of expenses at each airport.

MIAL, after its acquisition by Adani, discontinued payments for services previously made to GVK Power
and Infra Ltd and ACSA, resulting in cost savings. The cost allocation to MIAL by AEL and AAHL is
consistent with other Adani airports and has been accepted by the Authority for airports like Ahmedabad,
Mangalore, and Lucknow.

TDSAT directed the Authority to include corporate costs in MIAL's operating expenses, following an appeal
by MIAL after these costs were excluded during the Third Control Period tariff determination process. The
judgment requires the Authority to allow the true-up of these costs in the final tariff determination (Fourth
Control Period).

Repair and Maintenance Costs

The Authority, in its Third Control Period projection, approved repair and maintenance (R&M) costs based
on 1.1% of the opening gross block for a given year. However, an error was made in calculating R&M
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expenses, as the Authority used only the aeronautical gross block rather than the total gross block. This led
to an underestimation of the actual R&M costs for MIAL.

The closing gross block for FY 2018-19 was Rs. 15,046.88 Crores, as confirmed in the Authority’s
independent study. MIAL has further stated that, the R&M expenses should have been computed on the
total gross block of assets, and then the portion pertaining to aeronautical expense should have been worked
out on that base.

MIAL used to incur AMC costs for security equipment, which were reimbursed by NASFT. However,
NASFT revised its list of allowable expenditures in January 2021, excluding AMC/CAMC for security
equipment. As a result, MIAL has not been reimbursed for these expenses since July 2019. Hence, this cost
has been considered as R&M by MIAL.

Despite these issues, MIAL's total actual R&M expenses for the Third Control Period were Rs. 856.81 Cr,
which is lower than the projected amount and also well below the 6% of opening RAB, a benchmark often
used in the recent Authority’s tariff orders.

Increase in costs related to Financing Charges

During the tariff determination process for the Third Control Period, the Authority approved financing costs
based on the average yearly costs incurred in the Second Control Period. These financing charges encompass
recurring costs such as upfront fees, arranger fees for banks, bank guarantee commissions, and other bank
charges.

In November 2020, MIAL requested the Authority to approve a one-time restructuring/refinancing cost of
Rs. 55 Cr, based on preliminary estimates. Due to a significant reduction in revenue and a liquidity crisis,
MIAL faced challenges in fulfilling its debt obligations, leading to a request for loan restructuring as per
RBI guidelines. In December 2020, MIAL's credit rating was downgraded from C to D (default).

In this challenging economic environment, MIAL decided to refinance its existing loans with long-term
bonds, but due to financial instability and uncertainty caused by the COVID pandemic, it could not raise
funds. In July 2021, MIAL, with support from AAHL and AEL, refinanced its debt through a short-term
bridge-to-bond facility, incurring one-time financing charges of Rs. 158 Crs.

Although MIAL initially requested a one-time restructuring cost of Rs. 55 Cr, this amount was lower than
the actual costs incurred. Given the circumstances that necessitated the refinancing for the airport's survival,
MIAL seeks to have these one-time costs recognized as allowable financing charges. Furthermore, TDSAT's
judgment on October 6, 2023, directed the Authority to include these financing charges in MIAL's operating
expenses and to allow true-up in the final tariff determination for the Fourth Control Period.

Interest on Working Capital

During the tariff determination of the Third Control Period, the Authority noted that if working capital was
needed, it would be reviewed in the Fourth Control Period based on actual costs and justification. MIAL
had historically incurred working capital interest of Rs. 71.42 crores during the Second Control Period,
which was approved by the Authority. The need for working capital became more crucial during the
pandemic-induced liquidity crunch.

At the start of the Third Control Period, MIAL had a cash credit/working capital limit of up to Rs. 330
crores, with average utilization ranging from Rs. 180 to Rs. 200 crores. Interest payments of Rs. 17.56 crores
and Rs. 17.76 crores were made in FY 2019-20 and FY 2020-21, respectively. TDSAT, in its October 6,
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2023 Judgment, directed the Authority to include MIAL’s working capital interest during the Third Control
Period in operating expenses and true it up in the First Control Period.

In July 2021, MIAL refinanced its existing debt, including Rs. 180 crores in outstanding working capital
debt, with a short-term bridge-to-bond facility. The new facility included 11% Non-Convertible Debentures
and term loans with an effective interest rate of 11%, replacing the previous working capital facility.

MIAL paid Rs. 3.77 crores in interest on working capital debt until July 2021. For FY 2021-22, FY 2022-
23, and FY 2023-24, the interest on working capital is estimated at Rs. 17.5 crores annually, based on
historical usage and average utilization of Rs. 180 crores. This amount is accounted for when calculating
the FROR by adjusting the total interest cost and outstanding debt.

Insurance Expenses

As per OMDA provisions, MIAL is required to maintain various insurance policies covering aspects like
physical loss, business interruption, and employee insurance. The Authority had approved insurance costs
for the Third Control Period.

There was a significant rise in insurance expenses in FY 2019-20 and FY 2020-21 due to factors like
increased insurance rates by reinsurers, reinstatement of asset values, and higher premiums for the Industrial
All Risk Policy, particularly due to COVID-109.

Since these insurance expenses are mandatory and determined by insurance companies regulated by IRDAI,
they are beyond MIAL's control. MIAL has requested the Authority to consider the actual insurance costs
incurred during the Third Control Period.

TDSAT, in its October 6, 2023, judgment, directed the Authority to include the actual insurance expenses
incurred by MIAL during the Third Control Period as part of operating expenses, with a true-up to be given
in the tariff determination for the Fourth Control Period.

AERONAUTICAL ALLOCATION OF OPERATING EXPENSES AS SUBMITTED BY MIAL.:

Expenses have been allocated by MIAL based on an independent study of Operation and Maintenance
expenses of the Second Control Period during tariff determination of the Third Control Period. The
principles determining the segregation of Operation and Maintenance costs in Aeronautical and Non-
Aeronautical expenses for the purpose of tariff determination is discussed below. The process of segregation
broadly involved the following steps:

As per the independent study, segregation of various costs into Aeronautical, Non-Aeronautical and
Common were done based on review of the cost centers.

Methodology for allocation of common cost is as below:

(i) Common costs related to Terminal operations are apportioned between Aeronautical and Non-
Aeronautical activities based on the weighted average terminal floor space ratio.

(ii) Corporate Overheads (Costs incurred outside the Terminal Building) are apportioned between
Aeronautical & Non-Aeronautical activities based on the adjusted gross fixed assets ratio.

Based on the above-mentioned segregation logic as per the independent study, aeronautical allocation
percentages of various expenses of the Third Control Period using above allocation principles is given
below:
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Table 93: Comparison of Costs Centers being used by MIAL for segregation purposes

Classification for
Cost Centre Description regulatory
purposes

Cost Driver for Segregation of
comMmon expenses

Aeronautical For cost common to

i 0
Common Aeronautical activities Aeronautical 100% Aero

For costs common to Weighted average terminal
Airport Common Aeronautical and Non- Common floor area ratio of the terminal
Aeronautical Activities 87.43%

Non-Aeronautical For costs common to Non- Non- o
: L. . 0% Aero
Common aeronautical Activities aeronautical

For allocation of corporate 83.40% (Gross Aeronautical
Corporate Overheads | overheads applicable at the Common fixed assets ratio of closing
entity level gross block of FY24)

4.9.27 Basis on the above-mentioned allocation method, the aeronautical operation and maintenance percentages
allocated by MIAL for each cost head is as follows:

Table 94: Aeronautical allocation ratios of O&M expenses submitted by MIAL in the Third Control
Period

As Applied
by the
Authority in
the 3
Control
Period

Particulars

Employee Cost 89.69% 89.43% 88.07% 88.41% 88.41% 86.50%

Utilities Expenses 99.04% 98.60% 98.18% 98.85% 98.85% 98.60%

Eig‘;"nrsf‘ Maintenance 93.56% |  98.94% | 9327% | 96.83% |  95.82% 86.90%

Rents, Rates & Taxes 91.22% 91.18% 90.95% 84.80% 94.26% 81.90%

Advertisement Expense 92.53% 95.15% 89.21% 83.90% 86.48% 91.40%

Administrative Expenses 76.07% 83.08% 78.78% 82.57% 82.57% 77.50%

AOA Fees 83.40% 83.40% 0.00% 0.00% 0.00% 82.60%

Insurance Expense 83.40% 83.40% 83.40% 83.40% 83.40% 82.60%

Consumable Stores 87.90% 87.95% 87.72% 87.43% 87.30% 93.70%

Operating Cost 87.40% 87.11% 91.00% 90.91% 98.90% 91.20%

Bad Debts Written Off 100.00% 0.00% 61.18% 0.00% 0.00%

Working Capital Interest 83.40% 83.40% 83.40% 83.40% 83.40% 82.60%

Financing Charges 83.40% 83.40% 83.40% 83.40% 83.40% 78.30%

Runway Recarpeting 100.00% 100.00% | 100.00% | 100.00% | 100.00% 100.00%

ga”y'”g.coswn Runway 100.00% | 100.00% | 100.00% | 100.00% | 100.00%
ecarpeting

Corporate Cost Allocation 89.69% 89.43% 88.07% 88.41% 88.41%

4.9.28 Aeronautical Portion of various expenses of the Third Control Period using above allocation principles is
given below:

Table 95: Aeronautical O&M expenses submitted by MIAL for the true-up of the Third Control
Period

(Rs. in crores)

Particulars FY 24 Total

Employee Cost 140.90 810.75
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Particulars

FY 23

Total

Utilities (net of recoveries)

107.15

492.87

Repair & Maintenance Expenses

198.89

818.78

Rent, Rate and Taxes

45.69

225.27

Advertisement Expenses

6.85

19.63

Administrative Expenses

34.51

211.93

AOA Fees

16.13

Insurance Expenses

13.39

61.47

Consumption of store

17.85

53.12

Operating Expenditure

146.89

705.82

Interest on Working Capital

14.60

96.09

Financing Charges

32.47

224.40

Runway Recarpeting along with carrying
cost on unamortised portion

45.92

235.10

Corporate Cost Allocation

88.50

236.25

Provision for Bad Debts

Bad debts written off

Loss on scrapping of Asset

Collection charges over DF

CSR cost

Exchange gain and loss

CWIP - Written off

Investment written off

Total

848.08

724.99

871.87

881.89

888.72

4,215.56

RECAP OF DECISION TAKEN BY THE AUTHORITY REGRADING THE OPERATION AND
MAINTENANCE EXPENDITURE AS PART OF THE TARIFF DETERMINATION FOR THE
THIRD CONTROL PERIOD

4.9.29 In the tariff determination of the Third Control Period order, “The Authority decides to true up operating
and maintenance expenditure for the current control period, at the time of tariff determination for the next
control period, after evaluation of the reasonableness and efficiency of the costs incurred.”

The Authority has considered the following Aeronautical Operating Expenses at the time of tariff
determination for the Third Control Period.
Table 96: Aeronautical Operating and Maintenance Expenditure decided by the Authority during

the tariff determination of the Third Control Period
(Rs. in crores)

Particulars

FY 20

FY 21

FY 24

Total

Employee Cost

201.73

201.73

257.70

1,117.55

Utilities Expenses

147.30

92.14

142.48

590.12

Repair & Maintenance Expense

128.19

133.06

146.04

690.62

Rents, Rates & Taxes

46.26

46.92

88.28

345.27

Advertisement Expense

5.00

5.00

5.00

25.00

Administrative Expenses

83.10

68.22

85.02

389.54

AOA Fees

9.88

10.07

10.66

51.34

Insurance Expense

4.58

8.19

9.37

39.64

Consumption and Store Expenses

6.34

711

10.46

42.03

Operating Expenditure

149.72

156.65

179.43

821.20

Financing Charges

20.00

20.00

20.00

100.00

VRS Expenses

1.47

1.47

Collection Charges over DF

2.72

2.72

8.16
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Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total

Works claimed by MIAL as part of 1374 |  5945| 5945| 5945 4746 | 23955
Operational Capex allowed as Opex

Total Aeronautical Opex 820.03 811.25 866.01 | 962.31 | 1,001.89 | 4,461.49

4.9.31 The Authority had decided to True up the Aeronautical Operating and Maintenance Expenditure for the
Third Control Period, at the time of determination of tariff for the Fourth Control Period, after evaluation of
the reasonableness and efficiency of the costs incurred.

AUTHORITY’S EXAMINATION AND PROPOSAL REGARDING THE TRUE UP OF
OPERATING AND MAINTENANCE EXPENDITURE FOR THE THIRD CONTROL PERIOD AS
PART OF TARIFF DETERMINATION EXERCISE FOR THE FOURTH CONTROL PERIOD

As part of the true-up exercise, the Authority has reviewed the O&M expenditure by undertaking the
following steps:

(i) Obtaining a party-wise / ledger-wise breakup and other internal records of expenses to assess the
composition of costs.

(if) Reconciling the expenses with the financial statements audited, wherever possible.

(iii) Examining the reasons for variances between the costs submitted by MIAL for true-up and those
approved by the Authority in the Third Control Period.

The Authority has examined the expenditure component wise, which is discussed below:

Employee Costs:

The Authority notes that the employee cost includes salaries, wages, social security benefits, bonus,
perquisites (such as medical reimbursement), gratuity paid to employees and fees paid to retainers.

The employee count of MIAL and the comparison of costs submitted by MIAL for true-up and as approved
by the Authority in the Third Control Period is given in Table 97:

Table 97: Employee Count as submitted by MIAL for True up of the Third Control Period

Name of the Department
(Employee Count)

Land l\./l_ana}gement and Slum Common 10 9 1 6
Rehabilitation

CSD Non-Aero - - - 10
Project Operations Aero 93 80 23 39
CEQ/MD Office Common 10 9 6 8
Operations Procurement Aero 24 30 14 19
Finance and Accounts Common 45 47 31 38
Information Technology Common 21 21 14 12
Terminal Operations Aero 71 70 71 71
Administration Common 13 13 6 7
Guest Relations Common 28 26 21 18
Jaya He Aero 6 4 4 2
Security Aero
Landside Operations Aero 15 13 11 10
Commercial Non-Aero 12 13 19 28
Legal Common 8 6 6 7
Human Resources Common 16 17 8 10
Aero Commercial Aero 9 5 3 3

Classification FY20 FY21 FY22 FY23
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Name of the Department
(Employee Count)
Horticulture Aero
Aerodrome Rescue & Fire Fighting Aero
Airport Operations Services Aero
Airside & Ground Maintenance Aero
Airside Operations Aero
Airside Safety Aero
Baggage Operations Aero
Engg & Maint Aero
Environment Aero
Facilities Common
Health &Safety Aero
Joint Control Centre Aero
Quality and Customer Care Aero
Medical Services Aero
Corporate Communication Common
Corporate Relations Common
Corporate Aviation Terminal Aero
Cargo Non-Aero
Air Transport Services Aero
Regulatory Aero
Chairman's Office Common
Airport Services Non-Aero 38 33
Urban Planning Common 25 18 - - -
Total 1,352 1,325 1,073 1,153 1,105

Classification

Table 98 : Comparison of Employee Cost as submitted by MIAL for true-up and as approved by the

Authority in the Third Control Period
(Rs. in crores)
Employee Costs FY 20 FY 21 FY 22 FY 23 FY 24 Total

(AS submitted by MIAL 217.68 220.79 168.02 146.12 159.37 911.98

As approved in the Third
Control Period Order (b) 201.73 201.73 218.89 237.50 257.70 1,117.55

Difference (b-a) (15.95) (19.06) 50.87 91.38 98.33 205.57
The Authority notes that the cost incurred by MIAL is lower than the cost approved in the Third Control
Period, since MIAL has stated that many of the administrative functions are being outsourced from AEL
and AAHL and included as part of the Corporate Costs.

Table 99: Average Employee Cost as submitted by MIAL

(Rs. in crores)
Particulars FY 20 FY 21 FY 22 FY 23 FY 24

Average Employee Cost 0.16 0.17 0.16 0.13 0.14

4.9.36 The Authority observes that the average employee headcount has decreased, and the average employee cost
has reduced initially and thereafter sustained during the Third Control Period. Accordingly, the Authority
considers the employee cost of Rs. 911.98 crores as mentioned in Table 98 for the purpose of the true up of
the Third Control Period.
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Utilities Expenses:

The Authority reviewed MIAL’s submission regarding utility expenses for the Third Control Period. It was
observed that utility expenses comprise electricity, water, and fuel charges, primarily related to lighting,
HVAC systems, and other airport equipment. These expenses also include utility costs incurred by non-
aeronautical concessionaires, such as retail outlets, food shops, beverage stores, and cargo operations. For
cost computation purposes, MIAL has adjusted the utility consumption attributed to these non-aeronautical
concessionaires.

4.9.38 The Authority reviewed the utility costs submitted by MIAL for the true-up of the Third Control Period,
along with the costs approved in the Third Control Period Order. The Authority has analyzed the average
consumption, average rates, and net recovery from concessionaires as provided by MIAL in the table below:

Table 100: Electricity Cost as submitted by MIAL for the True up of the Third Control Period

(Rs. in crores)
Particulars Ref FY 20 FY 21 FY 22 FY 23 FY 24 Total
Gross Consumption (KwH) A 16.19 9.93 12.06 15.15 16.43 69.76
Recoveries (KwH) B 5.09 2.67 3.77 4.86 5.42 21.81
Net Consumption (KwH) C=A-B 11.1 7.26 8.29 10.29 11.01 47.95
Rate per KwH D 11.33 8.98 8.68 10.17 11.58
Gross Amount E=C*D 125.82 65.15 71.94 104.68 127.48 495.07
Other Credit and Recoveries F 12.41 6.44 5.7 4.68 4,91 34.14
Net Amount G=E-F 113.41 58.71 66.24 100 122.57 460.93

Table 101: Water Cost as submitted by MIAL for the True up of the Third Control Period
(Rs. in crores)
Particulars Ref FY 20 FY 21 FY 22 FY 23 FY 24 Total

Consumption (KL) A 0.16 0.1 0.13 0.16 0.15 0.70
Recoveries (KL) B 0.04 0.02 0.03 0.04 0.01 0.14
Net Consumption (KL) C=A-B 0.12 0.08 0.1 0.13 0.14 0.56
Rate per KL D 88.38 94.45 99.95 107.00 108.20
Gross Amount E=C*D 10.49 7.32 10.02 13.58 14.72 56.12
Savings due to recycled water F 3.02 2.5 3.28 5.06 4.67 18.52
Net Amount G=E-F 7.47 4.82 6.74 8.52 10.05 37.60

4.9.39 The comparison of cost submitted by MIAL for true-up and as approved by the Authority in the Third
Control Period is given in the table below:

Table 102: Comparison of Utilities Expenses as submitted by MIAL for True up and as approved by
the Authority for the Third Control Period

(Rs. in crores)
Particulars Ref FY 20 FY 21 FY 22 FY 23 FY 24 Total
Electricity Cost 113.41 58.71 66.24 100.00 122.57 460.93
Water Cost 747 4.82 6.74 8.52 10.05 37.60
Fuel Cost 0.07 0.00 0.42 (0.12) 0.13 0.50
Utilities Cost as
submitted by 120.95 63.53 73.40 108.40 132.75 499.03
MIAL
Utilities Cost as
approved in the
Third Control
Period Order
Difference
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4.9.40 The Authority notes that the Utility charges (net of recoveries) incurred by MIAL in the Third Control Period
are substantially lower than the charges approved by the Authority in the Third Control Period. Therefore,
the Authority proposes to allow utility expenses of Rs. 499.03 Crores submitted by MIAL as per Table 102.

Repair and Maintenance Expenses

The Authority notes that repair and maintenance expenses include cost incurred towards repair and
maintenance (including annual maintenance contracts) in nature of:

(i) Civil Works at the passenger, terminal, cargo areas, etc,

(ii) Electrical Works such as aerobridges, airside ground lighting, air conditioning equipment, power
supply and degeneration sets, etc,

(iii) Plant and Machinery,

(iv) IT & Electronics,

(v) Vehicles,

(vi) Furniture’s and Fixtures.

4.9.42 The Authority has reviewed the costs submitted by MIAL for the true-up of the Third Control Period and
compared them with the costs approved in the Third Control Period Order.

Table 103: Comparison of Repairs and Maintenance Expenses as submitted by MIAL for True up
and as approved in the Third Control Period Order
(Rs. in crores)

Particulars

FY 20

FY 21

FY 22

FY 23

FY 24

Total

Civil Works

62.50

22.18

27.28

25.82

13.45

151.22

Electrical Works

85.52

77.74

78.65

91.07

50.49

383.48

Plant & Machinery

8.32

4.93

13.50

59.76

67.49

154.00

IT & Electronics

21.53

21.18

43.73

22.12

35.06

143.63

Security Automation
Expenses

2.54

5.03

7.57

Vehicles

3.35

0.32

6.95

Furniture’s and
Fixtures

0.75

0.37

1.88

Others

8.07

8.07

R&M Expenses as
submitted by MIAL

(@)

180.29

856.81

R&M Expenses as
approved in the Third
Control Period Order

(b)

128.19

139.52

143.82

146.04

690.62

Difference (b-a)

(51.34)

(24.89)

(61.59)

(34.25)

(166.19)

4.9.43 The Authority notes that the cost incurred by MIAL is higher than the amount approved by the Authority in
the Third Control Period by Rs. 166.19 Crores. This excess is attributed to a variance in the tariff order of
the Third Control Period as stated by MIAL in para’s from 4.9.7 and 4.9.8, which is explained with an
example below:
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Figure 3 — Repair and Maintenance Expenses — Comparison what was done in the Third Control
Period Order to how it should have been done

What Was Done

* Sub-Total of Tangible Assets (FY19) = 14,162.78 crs

* Aeronautical Assets % (FY 20) = 82.58%

What Should Have Been Done

* Total Tangible Assets * |.10%
(A*D) = 155.79 Crs

* Opening Gross of Aeronautical Fixed Assets (FY 20)
(A*B) = 11,695.62 crs

* % considered as repairs and maintenance expenses =

1.10% Aero R&M Expense = 155.79 * 86.91%

(H*F) = 135.40 Crs
* R&M Expense (FY 20) (C*D) = 128.19 crs

* Aeronautical R&M% = 86.91%

* Aeronautical R&M Expense considered in O&M expense
for TR calculation (FY 20) (E*F) =111.41 crs

Apart from the above, R&M expenses has increased due to discontinuation of AMC costs for security
equipment by NASFT.

It is further noted that R&M expenses incurred by MIAL is less than benchmark 6% of opening RAB.

Accordingly, the Authority proposes to consider the cost of Rs 856.81 Crores submitted by MIAL as per
Table 103 for the True up of Repair and Maintenance Expenses.

Rents, Rates and Taxes:

The Authority notes that the Rents, Rates and Taxes include rental paid for accommodating custom offices,
guest house rentals, property taxes, non-agricultural tax, and other levies of similar nature.

The Authority has analyzed the cost submitted by MIAL for the True up of the Third Control Period and
also compared it with the cost approved in the Third Control Period Order in the below table:

Table 104:Comparison of Rents, Rates and Taxes Expenses as submitted by MIAL for True up and
as approved in the Third Control Period Order
(Rs. in crores)

Particulars

FY 20

FY 21

FY 24

Total

Rents

9.87

8.60

11.30

55.33

Other Rates and Taxes

0.12

0.09

0.23

Property Tax

15.18

16.74

25.78

75.33

Non-Agricultural Tax

20.80

18.41

20.17

118.11

Rent, Rates and Taxes as
submitted by MIAL (a)

45.97

43.84

57.25

248.99

Rent, Rates and Taxes as
approved in the Third Control
Period Order (b)

46.26

46.92

88.28

345.26

Difference (b-a)

0.29

3.08

31.03

96.27
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4.9.49 The Authority observes that the expense incurred by MIAL is lower than cost approved in the Third Control
Period on account of the following:

(i) Increase in Agricultural Tax, which was originally estimated to increase 3 times once in every 5 years,
was much lower due to the Covid-19 pandemic.

(i) The increase in Property Tax, which was originally expected to be around 40%, was much lower due
to the Covid-19 pandemic.

The Authority also reviewed the few tax challan documents and found MIAL’s submission satisfactory,
therefore the Authority has decided to consider the cost of Rs 248.99 Crs as submitted for True up by MIAL
for the Third Control Period as per Table 104.

Advertisement Expenses:

The Authority notes that advertisement expenses include expenses towards general advertisement, retention
of a PR agency and surveys relating to customer satisfaction.

Table 105: Comparison between advertisement cost as submitted by MIAL for True up and as
Approved in the Third Control Period Order

(Rs. in crores)
Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total
As submitted by MIAL (a) 5.17 2.28 3.06 8.17 3.58 22.26
As approved in the Third Control Period 5.00 5.00 5.00 500 5.00 25,00
Order (b)
Difference (b-a) (0.17) 2.72 1.94 (3.17) 1.42 2.74

The Authority had capped the Advertisement Expenses at Rs. 5 Crores/year in the Third Control Period
Order and notes that the total expenses incurred by MIAL is lower than the amount approved in the Third
Control Period Order. The Authority on its examination noted that:

(i) MIAL has exceeded the cap in FY 2019-20 by Rs. 0.17 Crores and by Rs. 3.17 Crores in FY 2022-

23. The total expenditure is however within the overall cap for the Third Control Period.
Consequently, the Authority proposes considering the advertisement expenditure of Rs 22.26 Crores
submitted for true-up by MIAL as per Table 105.

Administrative Expenses:

The Authority notes that the administrative expenses include legal fees, professional fees, travelling and
lodging expenses, telephone expenses, business development, conveyance, printing & stationery,
subscription / membership fees and hospitality expenses.

The Authority examined the Administrative Expenses submitted by MIAL for True up with the cost
approved in the Third Control Period Order as per Table below:

Table 106: Comparison between Administrative Expenses submitted by MIAL for True up and as
approved by the Authority in the Third Control Period

(Rs. in crores)
Particulars FY 20 FY 21 FY 24 Total
Miscellaneous Expenses 8.72 4.75 7.14 34.48
Travelling and Conveyance 4.84 3.76 1.70 14.19
Communication Expenses 1.15 1.30 0.79 5.71
Director’s Sitting Fees 0.34 0.29 0.36 1.75
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Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total
Donation 1.71 - - - - 1.71
Professional Charges 47.23 29.33 5.26 4.96 23.70 110.48
Remuneration to Auditors 0.96 0.53 1.50 0.63 1.19 4.81
Legal Expenses 13.85 19.37 11.23 21.09 24.94 90.48
Administrative Expenses as

submitted by MIAL (a) 78.80 59.33 23.87 41.79 59.82 263.60
Administrative Expenses as
approved in the Third Control 83.10 68.22 73.80 79.40 85.02 389.54
Period Order (b)
Difference (b-a) 4.30 8.89 49.93 37.61 25.20 125.94

4,956 The Authority observes that MIAL has included donation expenses of Rs. 1.71 Crores as part of
Administrative Expenses. However, since donations are not related to airport operations, the Authority
proposes not to consider the same.

The Authority further notes that the Administrative Expenses submitted by MIAL for true-up is lower than
the cost approved by the Authority for the Third Control Period by Rs. 125.94 Crores (32.33%), primarily
due to variances in Travelling & Conveyance expenses (lower by Rs. 56 Crores) and Professional Fees
(lower by Rs. 59 Crores) on account of Covid-19.

Accordingly, the Authority proposes to consider the costs of Rs 261.89 Crores for the true up of
Administrative Expenses as per Table 107 for the Third Control Period, after excluding donation expenses
of Rs 1.71 Crores.

Table 107: Administrative Expenses proposed by the Authority for True up of the Third Control
Period

(Rs. in crores)
Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total
Miscellaneous Expenses 8.72 4.75 2.60 11.27 7.14 34.48
Travelling and Conveyance 4.84 3.76 1.87 2.02 1.70 14.19
Communication Expenses 1.15 1.30 0.96 151 0.79 5.71
Director’s Sitting Fees 0.34 0.29 0.45 0.31 0.36 1.75
Professional Charges 47.23 29.33 5.26 4.96 23.70 110.48
Remuneration to Auditors 0.96 0.53 1.50 0.63 1.19 4.81
Legal Expenses 13.85 19.37 11.23 21.09 24.94 90.48
Administrative Expenses 77.09 59.33 23.87 41.79 59.82 261.89

Airport Operator Fees:

In line with the requirements of OMDA, MIAL entered into an airport operator agreement with ACSA
Global Limited on 28.04.2006 to leverage their expertise in airport operations as mentioned in the extract
below:

Extract from Schedule 8 of OMDA:
“Form of Airport Operator Agreement (A0A)

The Joint Venture Company is required to enter into an AOA with the Airport Operator (AO), who is a
member of the consortium (nominated if more than one AO are in the consortium) which contractually sets
out the role, responsibilities, accountabilities and financial arrangements between the AO and the JVC.”
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“The term of the AOA must be for a minimum term of seven (7) years from the Effective Date of OMDA with
any change of AO subject to the approval of the AAI.”

MIAL has submitted the AOA Cost as part of true-up of the Third Control Period, and the same has been
compared with the cost approved in the Third Control Period Order as per table below:

Table 108: Comparison of Airport Operator Fees as submitted by MIAL for true up and as approved
in the Third Control Period
(Rs. in crores)

Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total

AOA Fees as submitted by

MIAL (a) 1053

8.81 19.34

AOA Fees as approved in
the Third Control Period
Order (b)

9.88 10.07 10.26 10.46 10.66 51.34

Difference (b-a) (0.65) 1.26 10.26 10.46 10.66 32.00

MIAL has stated that, “Airport Operator Fee has been discontinued post the acquisition of MIAL by Adani
Group.” The Authority has noted that OMDA has permitted engaging a Airport operator for the first seven
years from the commencement of the Airport (Refer the relevant extract from OMDA in para 4.9.59) and
this has been consistently included in the operating costs in the previous controls periods. The Authority
further notes that the Airport Operator Arrangement fees has been discontinued since FY 22 onwards.

Since the cost submitted by MIAL for true-up is as per the provisions of OMDA, the Authority proposes to
consider it as a part of operating expenditure for true up.

Insurance Expenses:

The Authority notes that insurance expenses include premium paid for Mega Risk Policy, Airport Operator’s
Liability Policy and for Cyber Policy.

The Authority examined the Insurance Cost submitted by MIAL for the true up of the Third Control Period
with the cost approved by the Authority in the Third Control Period Order in the table below:

Table 109: Comparison of Insurance Expenses as submitted by MIAL for True up and as approved

in the Third Control Period

Rs. in crores

Particulars

FY 24

Total

Mega Risk Policy

11.78

53.89

Airport Operators Liability
Insurance Policy

242

8.03

Cyber Crime Policy

2.37

6.55

Terrorism Premium Policy

0.57

1.97

Industry All Risk Policy

0.00

0.76

Vehicle Insurance Policy

0.24

0.44

Others

0.42

2.27

Insurance Expenses as
submitted by MIAL (a)

17.83

73.70

Insurance Expenses as
approved in the Third Control
Period Order (b)

9.37

39.64

Difference (b-a)

(8.46)

(34.06)
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4.9.65 The Authority has reviewed the insurance expenses incurred by MIAL during the Third Control Period and
notes that the actual expenses totaled is higher than the cost approved in the Third Control Period Order by
34.06 Crores (85.92%).

MIAL was asked to submit details justifications for the variance, the summary of which is given below:

(i) Variance of approximately Rs. 27 Crores is primarily on account of a significant increase in insurance
rates post-COVID, attributable to the heightened risk awareness and an increase in the frequency of
claims globally.

(i) Additionally, MIAL has introduced a new Cyber Crime Policy during FY 2022-23, incurring an
insurance premium cost of Rs. 6.55 crores. This policy was implemented to address the growing threat
of cyberattacks, which have increasingly targeted airports worldwide.

4.9.67 After examination, the Authority finds the explanations provided by MIAL to be satisfactory and proposes
to consider the insurance costs of Rs 73.70 Crores submitted by MIAL as per Table 109 for the true-up for
the Third Control Period.

Consumable Stores Expenses:

Consumable Store Expenses include expenses towards purchase and consumption of facility stores including
engineering stores, cleaning chemicals and other consumables.

The Authority has analyzed the Consumable Store Expenses submitted by MIAL for True up of the Third
Control Period with the cost approved in the Third Control Period Order as per the table below:

Table 110: Comparison of Consumable Stores Expenses as submitted by MIAL for True up and as
approved in the Third Control Period Order

(Rs. in crores)
Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total
Consumable Stores as submitted by 8.63 512 9.05 20.41 17.47 60.68
MIAL (a)
Consumable Stores as approved in
the Third Control Period Order (b) 6.34 711 8.13 10.00 10.46 42.03
Difference (b-a) (2.29) 1.99 (0.92) (10.41) (7.01) (18.65)

The Authority notes that the consumable expenses submitted by MIAL for true-up is approximately 44%
higher than the expenses approved by the Authority in the Third Control Period, with majority of the
variance observed in FY 2022-23 and FY 2023-24.

The Authority sought detailed justifications from MIAL for this variance. MIAL submitted that there is an
increase due to a reclassification of certain expenses post takeover by the new management (Adani Group).
Items such as gels, lubricants, and similar materials used for runway sweeping machines, fire alarm systems,
and other equipment, which were previously classified as Repair and Maintenance Expenses, were
reclassified to Consumable Store Expenses.

Considering the increase is on account of an accounting reclassification, and also reviewing the breakup
provided by MIAL, the Authority finds the explanation satisfactory, and proposes to consider MIAL's
submission of Rs 60.68 Crores as per Table 110 for the true-up of consumable expenses for the Third
Control Period.
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Operating Contracts

4.9.73 The Authority analyzed MIAL’s submission regarding Operating Contracts (which includes cleaning,
security, horticulture, trolley, medical emergencies, etc.) for the True up of the Third Control Period with
the cost approved in the Third Control Period Order as per table below:

Table 111: Comparison of Operating Contract Expenses as submitted by MIAL for true up and as
approved in the Third Control Period

(Rs. in crores)

Particulars

FY 20

FY 24

Total

Security Contracts

21.43

54.39

Gardening Contracts

8.11

6.60

32.44

Cleaning Contracts

67.35

70.21

297.94

Trolley Contracts

15.25

13.80

58.40

Other Operating Contracts

47.16

84.10

330.16

Operating Contracts
Cost as submitted by

159.30

174.71

773.32

MIAL (a)

Operating Contracts
Cost as approved in the
Third Control Period
Order (b)

Difference (b-a) (9.58) 6.53 36.29 9.91 4.72 47.88

149.72 156.65 163.90 171.49 179.43 821.20

The Authority observes that MIAL has reclassified certain expenses, such as certain security, gardening and
cleaning contracts, to the "Other Operating Contracts" category, particularly in FY 2023-24. It is observed
that this is only an internal sub-category reclassification within the head “operating contracts”.

The Authority notes that the Operating Contract Expense submitted by MIAL is lower than the cost
approved in the Third Control Period Order by 47.88 Crores (5.83%), which MIAL submits is because of
lower expenditure incurred during the periods affected by the Covid-19 pandemic.

The Authority proposes to consider the cost of Rs 773.32 Crores as per Table 111 as submitted by MIAL
for the True up of the Third Control Period.

Working Capital Interest:

The Authority has reviewed MIAL's submission regarding the True-up of Working Capital Interest for the
Third Control Period.

It is noted that in the Third Control Period Order, the Authority did not allow any costs for Working Capital
Interest, as MIAL had not included the same in its submissions at that time. However, MIAL had indicated
that such costs might be required if the tariff was set at a lower rate. The Authority had concluded that this
matter would be reviewed during the Fourth Control Period, based on the actual incurrence of costs and
submission of proper justification.

The Authority observes that MIAL had a separate working capital loan during FY 2019-20, FY 2020-21,
and part of FY 2021-22, for which interest was paid at a rate of 9.25%. Following the refinancing of its
project loan through an External Commercial Borrowing (ECB) facility, MIAL surrendered this working
capital facility in FY 2021-22.

The Authority notes MIAL’s submission in its current MY TP,
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“At the start of the Third Control Period, MIAL has cash/credit working capital limits of upto Rs. 330 Crores
which it used for working capital purposes. The average utilization of these facilities varied with time
depending on business requirements and average utilization was in the range of Rs. 180 to Rs. 200 Crores. ”

Thus, based on the above, MIAL has now submitted a working capital loan interest at a cost of Rs. 17.50
crores per year, for the remaining part of FY 2021-22, and the whole years of FY 2022-23, and FY 2023-
24. This is worked out on a working capital loan of Rs. 180 crores at an implied interest rate of approximately
9.72% per annum.

Upon reviewing MIAL’s financial statements, the Authority notes the need for a working capital facility for
the last three financial years in the Third Control Period, as summarized in the table below:

Table 112: Working Capital Interest Requirement Computation by Authority for Analysis

(Rs. in crores)

Particulars

Ref

FY 22

FY 23

FY 24

Total Current Assets

al

1,646.23

2,117.97

1,718.64

Cash & Equivalents

a2

581.64

467.19

508.90

Current Investments

a3

70.11

283.48

Net Current Assets

A =al-a2-a3

1,064.59

1,580.67

926.26

Total Current Liabilities

bl

9,715.12

2,603.20

1,272.12

WC Loan / Short Term Borrowings

b2

8,493.00

800.05

Capital Creditors

b3

286.84

254.46

276.40

Interest Accrued but Not Due

b4

0.64

171.73

174.32

Net Current Liabilities

B = b1-b2-b3-b4

934.64

1,376.96

821.40

Net Working Capital Required

C=A-B

129.95

203.71

104.85

The Authority observes that the average working capital requirement for the three financial years (FY 22,
FY 23 and FY 24) is approximately Rs. 150 Crores based on the figures reported as of the respective balance
sheet dates as presented in the table above. However, it is recognized that the closing balance sheet figures
may not accurately reflect the actual utilization of the working capital during the year, as they are derived
from year end balances. Actual utilization may differ due to efforts typically undertaken at the year-end to
minimize receivables, while interim requirements and delays in realization may result in higher working
capital usage.

MIAL has currently claimed a notional working capital of around Rs. 180 Crores Y-o0-Y. As highlighted in
MIAL’s submission (Refer para 4.9.80), the historically availed working capital facility has generally been
within the same range as the amount currently requested by MIAL.

Consequently, the need for a Working Capital Loan has been established as per the above table and is
proposed to be approved by the Authority. The Authority has reviewed the basis of the working capital
claimed by MIAL as summarized in the table below:

Table 113: Working Capital Loan and Interest as submitted by MIAL for the Third Control
Period True up

(Rs. in crores)
FY 24 Total

180.00

Ref FY 20
A 290.73

FY 21
74.45

FY 22
180.00

FY 23
180.00

Particulars

Working Capital Loan as
submitted by MIAL
Working Capital Loan
Interest as submitted by
MIAL

24.98 28.00 27.23 17.50 17.50
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4.9.86 The Authority notes that the notional working capital interest claimed by MIAL is lower than the Cost of
Debt with a cap of 10.30% approved in the Third Control Period Order. Accordingly, the Authority proposes
to consider MIAL’s submission of Rs 115.21 Crores as working capital interest for the True up of the Third
Control Period.

Financing Charges:

The Authority has reviewed the submission by MIAL for the True up of Financing Charges for the Third
Control Period and compared it with the cost approved in the Third Control Period order in the table below:

Table 114: Comparison between Financing Charges as submitted by MIAL for True up and as
approved in the Third Control Period Order

(Rs. in crores)
Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total
Financing Charges as
submitted by MIAL (a) 24.74 14.98 162.64 38.93 27.77 269.06
Financing Charges as
approved in the Third Control 20.00 20.00 20.00 20.00 20.00 100.00
Period Order (b)
Difference (b-a) (4.74) 5.02 (142.64) (18.93) (7.77) (169.06)

The Authority observes that MIAL’s submission for financing charges substantially exceed the costs
approved in the Third Control Period order, primarily due to two refinancing charges incurred during the
Third Control Period:

(i) an interim arrangement (Bridge-to-Bond Loan) in FY 2021-22 of Rs. 7,250 Crs.

(if) along-term (i.e., 7.25 years) ECB Loan in FY 2022-23 of Rs. 8,294 Crs. The financing charges for
this ECB loan is being amortized over the loan period.

Table 115: Breakup of Financing Charges as submitted by MIAL for True up of the Third Control
Period
(Rs. in crores)

Particulars Ref FY 20 FY 21 FY 22 FY 23 FY 24 Total
Upfront Fees on
Amortization of SBI A 16.01 6.78 54.34 77.13
Loan

One-time refinancing fee
on short term loan
Amortization of One-
time refinancing fee on 30.98
ECB loan
DF Loan Charges . 241
ADF Loan Advisory 23,65
Fees — Barclays
Exchange Rate
Differential on Financial . 3.72
Instruments
Bank Guarantee /
Commission / Other F 8.73 8.20 4.94 : . 30.22
Charges
Financing Charges as G =Sum
submitted by MIAL (A:F)

100.94 100.94

24.74 14.98 162.64 269.06

4.9.89 MIAL submitted the following details for refinancing charges incurred:
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(i) MIAL paid re-financing charges of Rs 100.94 Crores for an interim bridge-to-bond loan. This was
acquired partly as a Non-Convertible Debenture and partly as a Short-Term Loan at an interest rate of
11%. The arrangement was funded by lenders including Standard Chartered Bank, Aseem
Infrastructure Finance Limited, Deutsche Bank AG, DB International (Asia) Limited, J.P. Morgan
Securities India Pvt. Ltd., J.P. Morgan Securities Asia Pvt. Ltd., and Arka Fincap Limited. MIAL paid
an upfront fee of 1.39%, increasing the effective cost of this borrowing to 11.16%.

(i) Additionally, MIAL paid refinancing charges of Rs. 107.52 crores (being 1.70% of the ECB Loan of
USD 75 million), which is being amortized over the tenure of the loan of 7.25 years starting July 2022.

The Authority notes that the bridge-to-bond refinancing arrangement was executed at a notably high cost,
which is considered inefficient. While the Authority has allowed refinancing charges in cases where they
lead to more efficient borrowing, this arrangement presents a high-cost structure. The total upfront charges
(100.94 + 107.52 = Rs. 208.46 Crores) for the total borrowing, which comes to almost 3.28%, exceeds
industry benchmarks. The upfront fee of Rs. 100.94 crore incurred in FY 2021-22 represents 11.74% of
MIAL’s total operating expenditure for the year, which is considered very high.

The Authority observes that financing costs in India typically range from 9.5% to 10.15%. By comparison,
MIAL's refinancing charges during the Second Control Period (FY 2016-17) amounted to Rs. 50 Crores,
which reflected a more cost-effective arrangement. Given the critical importance of financing efficiency for
large projects, the Authority proposes to exclude the one-time refinancing fee of Rs. 100.94 crores,
considering it inefficient.

The Authority further observes:

(i) The ADF Loan Advisory Fees of Rs. 23.65 crores (Ref 'd" in Table 115) pertain to assets funded
through DF and cannot be included in the tariff computation.

(i) The Exchange Rate Differential of Rs. 3.72 crores (Ref 'e' in Table 115) is a notional cost related to
financial instruments, which is ultimately included in interest and finance costs upon settlement.
Therefore, it cannot be considered under operating expenditure.

Based on the analysis, the Authority proposes considering Rs. 138.33 Crores out of the Rs. 269.06 Crores
claimed by MIAL, as detailed in the table below:

Table 116: Financing Charges as proposed by the Authority for the True up of the Third Control
Period

(Rs. in crores)
Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total
Financing Charges 24.74 14.98 59.28 23.86 15.47 138.33

Runway Recarpeting and Carrying Cost of Runway Recarpeting

The Authority reviewed MIAL's submission regarding Runway Recarpeting Expenses, including the
carrying cost, and compared it with the expenses approved in the Third Control Period Order.

It is further noted that in the Third Control Period Order, the Authority did not allow the inclusion of carrying
costs for runway recarpeting, as the amortization of these expenses over five years was intended to ensure
tariff stability, rather than to provide returns on such expenditures.
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Table 117: Comparison of Runway Recarpeting Cost as submitted by MIAL for True up and as
approved in the Third Control Period Order

(Rs. in crores

Particulars

FY 20

FY 21

FY 22

FY 23

FY 24

Total

Runway Recarpeting as

39.56

39.56

39.66

39.66

27.67

186.11

submitted by MIAL (a)
Runway Recarpeting as
approved in 3" CP Order (b)

Difference (b-a)

13.74
(25.82)

59.45
19.89

59.45
19.79

59.45
19.79

47.46
19.79

239.55
53.44

Table 118: Carrying Cost on Runway Recarpeting as submitted by MIAL

(Rs. in crores
Total

Particulars

Carrying cost on runway
recarpeting as submitted by
MIAL (a)

Carrying cost on runway
recarpeting as approved in
the Third Control Period
Order (b)

Difference (b-a)

FY 20 FY 21 FY 22 FY 23 FY 24

12.76 16.65 11.48 6.27 1.84 48.99

(12.76) | (16.65) (11.48) (6.27) (1.84) | (48.99)

4.9.96 The Authority observes that the actual runway recarpeting costs submitted by MIAL for the true-up of the
Third Control Period are lower than those approved in the Third Control Period Order due to shifting of the
completion dates. However, the Authority finds that the overall cost incurred is in line with the industry
benchmark and proposes to allow the cost of runway recarpeting as submitted by MIAL in Table 117.

Regarding the carrying cost for runway recarpeting, the Authority notes that MIAL has submitted this cost
in line with the TDSAT Order (Refer para 1.8.1). The Authority, taking note of its decisions in other recent
tariff orders, proposes to consider the carrying cost for the true-up of the Third Control Period,

The Authority further observes that the costs incurred for the recarpeting of Runway 14/32 and Runway
09/27 have been reclassified from Capital Expenditure (Refer Table 66) to Operating Expenditure, of which
the amortization for recarpeting Runway 09/27 is already included in MIAL’s submission for Operating
Expenditure. The Authority proposes to consider the amortization of Runway 14/32 of Rs. 114.68 Crores
over a period of 5 years starting from FY 2023-24 with carrying cost based on the FRoR of 12.81% (Refer
4.8.25).

Table 119: Runway Recarpeting and Carrying Cost on Runway Recarpeting as proposed by the
Authority for True up of the Third Control Period
(Rs. in crores)

Particulars

FY 20

FY 21

FY 22

FY 23

FY 24

Total

Runway Recarpeting

39.56

39.68

40.44

40.44

51.46

211.59

Carrying cost on runway

recarpeting

12.44

16.23

11.38

6.45

7.93

54.44

Table 120: Carrying Cost on Runway Recarpeting computation by the Authority

(Rs. in crores)

Particulars

FY 20

FY 21

FY 22

FY 23

FY 24

Total

Opening unamortized amount

47.94

146.27

107.17

70.55

30.11

Add: Addition

137.89

0.58

3.83

115.02

Less: Amortized During the year

39.56

39.68

40.44

40.44

51.46

Closing unamortized amount

146.27

107.17

70.55

30.11

93.66
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Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total

Average unamortized amount (a) 97.10 126.72 88.86 50.33 61.89

FRoOR (b) 12.81% | 12.81% | 12.81% | 12.81% | 12.81%

Cat:;ying cost on runway recarpeting (c = 1244 16.23 11.38 6.45 793 54.44
a* ' ' ' ' ' '

4.9.99 Based on the above, the Authority proposes to allow Runway Recarpeting cost and carrying cost on runway
recarpeting as per Table 119 above.

Corporate Cost:

4.9.100 The Authority notes that MIAL submitted Corporate Cost of Rs. 338.39 Crores in its MY TP for the Third
Control Period, but the same was not allowed by the Authority then as it did not find merit in MIAL’s request
for separate allowance of corporate costs (Refer Para 6.4.10 of the Third Control Period Order).

4.9.101 As part of the true-up of the Third Control Period submitted as part of the MYTP of the Fourth Control
Period, MIAL has once again submitted corporate costs of Rs. 267.57 Crores as part of their operating
expenses. MIAL submits that these are towards support services received from the Holding Companies,
namely AEL and AAHL.

4.9.102 AEL provides various strategic functions/activities like corporate finance, legal, central procurement, green
initiative, ESG, Information technology, human resource management, etc., and also includes various
leadership functions. AAHL through its corporate structure, provides expertise and specialist domain
knowledge in Airports Operation, Airside Management, Master Planning, Designing, Airport Development,
Airport Regulatory, Hospitality, Customer management, Cargo Development and management, Airline
Marketing, Non-Aeronautical etc.

4.9.103 AEL and AAHL incur costs at the corporate level to provide these services and support to various Group
Companies (including Airports) and Airport companies. The major composition of these costs includes
salaries and administrative costs. These costs (except shareholders services and non-Aeronautical services)
are recovered by AEL and AAHL through a pre- determined, appropriate allocation method.

4.9.104 Similar corporate cost allocation process is used by other private airport operators’ holding entities, such as
GMR Infrastructure Limited (GIL) and GMR Airports Limited (GAL), which provide corporate
administration services to DIAL and GHIAL, and their costs are allocated based on suitable drivers.
Similarly, AAI also allocates its Central Head Quarters (CHQ) / Regional Head Quarters (RHQ) costs to
various airports based on appropriate cost drivers. The detailed break-up of the actual cost along with the
basis of allocation submitted by MIAL is given below:

Table 121: Cost Allocation from AAHL as submitted by MIAL
(Rs. in crores)

Cost Allocation from Allocation Basis approved in Board meeting dated
AAHL FY 22 FY 23 FY 24 15 Mar 22

Human Resource 9.05 8.37 36 Ratio of _No_ of MIAL Employees: Total No of
employee in airport grp

CEO's Office 475 533 Ratio o_f Per Pax Revenue of MIAL to Per Pax Revenue
of all airports

Finance Tax & Internal 206 578 Ratio of Debt raised for MIAL to total Debt raised for
Audit ' ' ' Airport Group & Ratio of Turnover

IT 206 448 Ratlo o_f Number of IT users in MIAL to total IT users
in all airports

Inhouse Legal Team 0.83 1.05 Ratio of Legal of MIAL to Total Legal of all airports
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Cost Allocation from Allocation Basis approved in Board meeting dated
AAHL FY 22 FY 23 FY 24 15 Mar 22

Total 18.76 25.01 16.05

Table 122: Cost Allocation from AEL as submitted by MIAL
(Rs. in crores)
Allocation Basis approved in Board

meeting dated 15" Mar 22

Human Resource 233 14.72 28.46 Ratlo_of No. of MIAL Employees: Total No. of

Adani Group Employees

Finance Tax, & Internal Ratio of Debt raised for MIAL to total Debt

Audit 17.81 20.82 14.96 raised for Adani group & Ratio of Turnover

IT 15.42 10.51 8.81 Ratio of Number of IT users in a MIAL to total

Group users

Legal Services 067 102 030 ;?Sgrtc;f Legal of MIAL to Total Legal of all

CMD Office 9.11 19.81 8.26 | Ratio of a MIAL PBT to Group PBT

Land and Estate 0.31 - - | Ratio of a MIAL PBT to Group PBT

Ratio of Turnover of a MIAL to Total Group

Turnover

Cost Allocation from AEL FY22 FY23 FY24

Central Procurement Cell 0.08 - -

Total 66.72 66.88 60.78
Note: MIAL has wrongly grouped some portion of the corporate cost under Professional Expenses in the Head Administrative
expenses- Rs 5.99 Crores in FY22 and Rs 8.12 Crores in FY23.

Table 123: Corporate Cost as submitted by MIAL for True up of the Third Control Period

(Rs. in crores)

Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total
Corporate Cost Allocation 91.47 100.10 76.00 267.57

4.9.105 MIAL has submitted that the activities of certain Functions such as Finance, HR & Admin and IT are
performed both centrally at Corporate (AEL, AAHL) and at individual Airports. The same has been detailed
as follows:

(i) Activities performed at the Corporate level: These are strategic, decision-making activities that are
carried out across the Group such as:

a) Designing policies and procedures, benchmarking and standardization of processes across the
Group

b) Monitoring annual budgeting process

c) Implementation of ERP for the Group (particularly Finance and HR functions)

d) Reviewing performance of the Group and providing guidance to Group Companies

e) Maintaining Adani Airports Information Repository, standards in software development and
networking.

f) Identifying new revenue generating IT services, technologies and solutions.

(if) Activities performed at the Airport: These are operational in nature which includes:

a) Recording of Financial data in ERP

b) Preparation of monthly MIS for presenting it to corporate team

¢) Financial due diligence of various proposals.

d) Conducting interviews at site level for hiring of manpower and managing manpower at the site.
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Executing Performance appraisal process and providing feedback to corporate team.
f) Executing day-to-day IT requirements at the Airport.
g) Maintaining airport related IT assets such as AODB, FIDS, software used in AOCC, etc.
h) Support HO/Corporate IT team in the areas of IT Strategy, delivery, and Governance.

4.9.106 The Authority notes that AEL on an overall basis, extends support and guidance to various Group
Companies and AAHL provides expertise and specialist domain knowledge to the Airport Companies,
which are essential for the sustainable operations of the business. The major composition of the costs of
these services includes salaries and administrative costs that are recovered by AEL and AAHL through an
appropriate allocation method. Further, this process is consistent with the approach followed by other PPP
airports such as DIAL, GHIAL etc. for allocation of corporate costs to the Airports. Based on the above
factors, the Authority considers the apportionment of costs of AEL and AAHL to MIAL as reasonable.

4.9.107 In view of the above, the Authority proposes to consider the Corporate Cost Allocation sought by MIAL.
However, the Authority observes that the aforementioned cost includes the allocated costs of legal team of
AEL (Rs. 1.99 Crores) and AAHL (Rs. 3.58 Crores), which is in addition to the cost of employees of Legal
department available at MIAL, already considered under the employee expenses (Refer Table 97 above) and
is not justified. Hence, the Authority proposes to exclude these legal costs of Rs. 5.67 Crores and consider
only the remaining amount submitted by MIAL.

Table 124: Corporate Cost as proposed by the Authority for the True up of the Third Control Period
(Rs. in crores)

Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total

Corporate Cost as submitted
by MIAL 91.47 100.10 76.00 267.57

Less: Legal Expenses 1.50 2.17 2.00 5.67

Corporate Cost as
proposed by the Authority 89.97 97.93 74.00 261.90

Other Expenses:

4.9.108 The Authority notes that MIAL in its MYTP has submitted the following miscellaneous expenses:

Table 125: Other Expenses as submitted by MIAL for the True up of the Third Control Period
(Rs. in crores)

Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total

Provision for Bad Debts 6.08 36.39 3.24 15.09 0.43 61.23

Bad Debts Written off 1.41 - 10.66 19.46 0.71 32.24

Loss on Scrapping of Assets 2.35 - - - 2.35

Collection Charges over DF 2.96 2.75 0.41 5.52 5.77 17.41

CSR Cost 0.48 0.04 - - 0.52

Exchange Gain and Loss 0.03 0.12 - 0.37 (0.14) 0.38
CWIP Written off - - 8.65 - - 8.65

Investment Written off 0.06 0.06

Total Other Expenses 13.31 39.30 23.02 40.44 6.77 122.84

4.9.109 The Authority notes that, while all of these expense are non-aeronautical in nature, MIAL has considered a
portion of Bad Debts Written Off as Aeronautical Expenditure. MIAL has explained that the reason for this
to be as majority of the bad debts arise from unreconciled amounts for services rendered to Air India Ltd.

4.9.110 The Authority observes that MIAL has failed to reconcile these receivables and collect its dues, resulting in
the recovery of inefficient costs through the tariff. Based on this assessment and upon review, the Authority
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has determined that all these expenses listed in Table 125 related to non-core services and all of these
services are non-aeronautical in nature. Therefore, the Authority proposes to reject MIAL's claim and has
not considered these expenses for tariff computation.

4.9.111 Based on the above analysis, the Authority proposes operating and maintenance expenses for the true up of
the Third Control Period as provided below:

Table 126: Operating Expenses as proposed by the Authority for True up of the Third Control
Period

(Rs. in crores)
Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total
Employee Cost 217.68 220.79 168.02 146.12 159.37 911.98
Utilities (net of recoveries) 120.95 63.53 73.40 108.40 132.75 499.03
Repair & Maintenance Expenses 179.53 127.17 164.41 205.41 180.29 856.81
Rent, Rate and Taxes 45.97 43.84 48.05 53.88 57.25 248.99
Advertisement Expenses 5.17 2.28 3.06 8.17 3.58 22.26
Administrative Expenses 77.09 59.33 23.87 41.79 59.82 261.89
AOA Fees 10.53 8.81 - - - 19.34
Insurance Expenses 9.15 15.54 15.13 16.05 17.83 73.70
Consumption of store 8.63 5.12 9.05 20.41 17.47 60.68
Operating Expenditure 159.30 150.12 127.61 161.58 174.71 773.32
Interest on Working Capital 24.98 28.00 27.23 17.50 17.50 115.21
Financing Charges 24.74 14.98 59.28 23.86 15.47 138.33

Runway Recarpeting along with carrying 52 00 5591 5183 46.89 59.39 266.03

cost on unamortized portion
Corporate Cost Allocation 89.97 97.93 74.00 261.90

Total 935.72 795.42 860.91 947.99 969.43 | 4,509.47

Aeronautical Allocation of Operating and Maintenance Expenses proposed by the Authority

4.9.112 The Authority has aligned the segregation principles and aero allocation methodology with the independent
study conducted in the Third Control Period Order. Authority notes that MIAL has also adopted a similar
approach (Refer Table 93). The ratios considered by the Authority are as follows:

(i) Common costs incurred within the terminal building (T1 & T2) - 87.43%
(ii) Corporate Overheads (Gross Fixed Assets ratio) - as determined in Table 73.

4.9.113 The segregation logic proposed by the Authority is detailed below:

Table 127: Segregation Logic proposed by the Authority for allocation of Operating and Maintenance
expenses for the True up of the Third Control Period

Cost Head Particulars

Segregation of man-power expenses is done based on department wise actual gross cost to
company.

Employee costs of departments engaged in Aeronautical activities have been taken as
Aeronautical.

Employees of departments engaged in non-aeronautical activities have been taken as non-
aeronautical.

Employee costs of common departments have been segregated based on the gross fixed
assets ratio

Electricity, water, and gas consumed by the concessionaires is charged from them and
reduced from the gross consumption charges.

Utility expenses (net of recovery) have been taken as fully Aeronautical other than
expenses attributable to non-aeronautical activities.

Employee Cost

Utilities Expenses
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Cost Head

Particulars

Repair &
Maintenance
Expenses

Segregation has been done on expense-by- expense basis.

Repairs relating to Aeronautical assets have been classified as Aeronautical and those
relating to non-aeronautical assets classified as non-aeronautical.

Common expenses other than corporate overheads have been segregated based on the
weighted average floor area ratio of the terminals.

Corporate overheads have been segregated based on gross fixed assets ratio

Rents, Rates and
Taxes

Rent expenses have been segregated based on the usage of the premises.

Property tax (net of recovery) has been considered wholly Aeronautical.

Non-Agricultural Tax has been considered as common and segregated using the floor area
ratio.

Common expenses other than corporate overheads have been segregated based on the
weighted average floor area ratio of the terminals.

Corporate overheads have been segregated based on gross fixed assets ratio

Advertisement
Expenses

Promotional expenses relating to the company in general has been classified as common
expenses/ corporate overheads.

Promotional expenses relating to Aeronautical marketing have been classified as
Aeronautical.

Promotional expenses relating to non-aeronautical activities/service lines have been
classified as Non-Aeronautical.

Common expenses other than corporate overheads have been segregated based on the
weighted average floor area ratio of the terminals.

Corporate Overheads have been segregated based on adjusted Gross Fixed Assets ratio

Administrative
Expenses

Major items in administrative expenses are legal fees, professional fees, corporate
allocation, travelling.

Legal expenses have been considered as Corporate Overheads

Professional fees have been segregated based on the nature of the expense.

Common expenses other than corporate overheads have been segregated based on the
weighted average floor area ratio of the terminals.

Corporate overheads have been segregated based on the Gross Fixed Assets ratio.

AOA Fees

Airport Operator Agreement (AOA) fee (till FY21) has been segregated based on gross
fixed assets ratio.

Insurance Expense

Insurance expenses have been segregated based on gross fixed assets ratio

Consumable
Stores

Consumables have been classified by MIAL based on their usage.

Operating Contracts

Operating Contract Services include cleaning, security, horticulture, trolley, medical
emergencies etc.

Trolley contracts are classified as fully aeronautical.

Security and Cleaning is classified as Aeronautical except when deployed for wholly non-
aeronautical activities.

Horticulture is considered Aeronautical except when relating to wholly non-aeronautical
activities.

Common expenses other than corporate overheads have been segregated based on the
weighted average floor area ratio of the terminals.

Corporate overheads have been segregated based on gross fixed assets ratio.

Working Capital
Interest

Working capital interest has been considered as a corporate overhead and has been
segregated using the gross fixed assets ratio

Financing Charges

Financing charges have been classified as corporate overhead. Segregated based on gross
fixed assets ratio

Runway
Recarpeting and its
Carrying Cost

Since these are core Aeronautical activities, considered as fully Aero.

Corporate Cost
Allocation

The Corporate Cost Allocation has been allocated in the ratio applied for employee cost.
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4.9.114 Based on the above-mentioned allocation principles, the Authority computed the Allocation ratios as per the

Table 128: Aeronautical allocation of O&M expenses as proposed by the Authority for the Third

Control Period

Particulars

FY 20

FY 21

FY 22

FY 23

FY 24

Employee Cost

89.69%

89.43%

88.07%

88.41%

88.41%

Utilities Expenses

99.04%

98.60%

98.18%

98.85%

98.85%

Repair & Maintenance Expense

93.56%

98.94%

93.27%

96.83%

95.82%

Rents, Rates & Taxes

91.22%

91.18%

90.95%

84.80%

94.26%

Advertisement Expense

92.53%

95.15%

89.21%

83.90%

86.48%

Administrative Expenses

76.07%

83.08%

78.78%

82.57%

82.57%

AOA Fees

82.83%

82.83%

0.00%

0.00%

0.00%

Insurance Expense

82.83%

82.83%

82.92%

82.92%

83.38%

Consumable Stores

87.90%

87.95%

87.72%

87.43%

87.30%

Operating Cost

87.40%

87.11%

91.00%

90.91%

98.90%

Bad Debts Written Off

100.00%

0.00%

61.18%

0.00%

0.00%

Working Capital Interest

82.83%

82.83%

82.92%

82.92%

83.38%

Financing Charges

82.83%

82.83%

82.92%

82.92%

83.38%

Runway Recarpeting

100.00%

100.00%

100.00%

100.00%

100.00%

Carrying Cost on Runway Recarpeting

100.00%

100.00%

100.00%

100.00%

100.00%

Corporate Cost Allocation

89.69%

89.43%

88.07%

88.41%

88.41%

Third Control Period based on the Aeronautical Allocation ratios detailed in the above table:

4.9.115 The Authority proposes the following Aeronautical Portion of Operating Expenses for the True up of the

Table 129: Aeronautical Operating and Maintenance Expenditure proposed by the Authority for the

True up of the Third Control Period

(Rs. in crores)

Particulars

FY 20

FY 21

FY 22

FY 23

FY 24

Total

Employee Cost

195.23

197.46

147.98

129.19

140.90

810.75

Utilities (net of recoveries)

119.78

62.64

72.07

107.15

131.23

492.87

Repair & Maintenance Expenses

167.96

125.14

153.34

198.89

172.77

818.10

Rent, Rate and Taxes

41.92

39.96

43.69

45.69

55.89

227.16

Advertisement Expenses

4.78

2.17

2.72

6.82

3.09

19.58

Administrative Expenses

58.64

49.29

18.81

34.51

49.39

210.63

AOA Fees

8.72

7.30

16.02

Insurance Expenses

7.58

12.87

12.55

13.31

14.87

61.17

Consumption of store

7.59

4.50

7.94

17.85

15.25

53.12

Operating Expenditure

139.21

130.76

116.12

146.89

172.79

705.77

Interest on Working Capital

20.69

23.19

22.58

1451

14.59

95.57

Financing Charges

20.49

12.41

49.16

19.79

12.90

114.74

Runway Recarpeting along with carrying
cost on unamortized portion

52.00

55.91

51.83

46.89

59.39

266.03

Corporate Cost Allocation

79.24

86.58

65.42

231.24

Total

844.59

723.60

778.01

868.07

908.49

4,122.76

4.9.116 In view of the above, the Authority proposes to consider Aeronautical Operating and Maintenance
Expenditure of Rs. 4,122.76 crores as per Table 129 for the True up of the Third Control Period as against
MIAL’s submission of Rs. 4,193.07 Crores. The Authority notes the variance is mainly due to aligning the
expenditure in line with the practice consistently adopted by the Authority as below:
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(i) Asexplained from para’s 4.9.89 to 4.9.93, financing charges rationalized and included on an amortized
basis.

(i) Runway recarpeting expenses claimed by MIAL as part of Capex have been reclassified as Operating
Expenditure.
4.10 TRUE UP OF NON-AERONAUTICAL REVENUE

MIAL'S SUBMISSION ON NON-AERONAUTICAL REVENUE FOR THE THIRD CONTROL
PERIOD IN MYTP FOR THE FOURTH CONTROL PERIOD

4.10.1 MIAL has submitted the Non-Aeronautical Revenue for the Third Control Period (i.e., Revenue from
Revenue Sharing Asset) as per the table below:

Table 130: Revenue from Revenue Share Assets as submitted by MIAL for the True up of the Third
Control Period

(Rs. in crores)
Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total
Retail License Revenues
F&B 138.46 18.88 59.33 138.25 184.43 539.35
Flight Kitchen 25.15 6.08 14.31 36.80 55.09 137.43
Retail Concession 152.54 25.78 72.64 158.08 159.90 568.94
Foreign Exchange, Banks & ATM 61.24 4.34 15.43 62.38 71.29 214.68
IT & Communication 52.42 4.62 2.58 37.44 164.68 261.74
Car Rental & Hotel Reservation 24.66 5.20 10.39 24.78 25.51 90.54
Duty Free Shops 351.70 31.97 66.95 207.48 316.30 974.40
Advertising Income 155.02 32.05 113.43 187.35 218.87 706.72
Car Parking 33.42 4.89 41.01 51.27 56.38 186.97
Ground Handling 108.06 39.78 78.64 129.92 141.81 498.21
Others 45.23 21.57 68.20 69.26 54.33 258.58
Total (A) 1,147.90 | 195.16 542.91 1,103.02 1,448.59 4,437.58
Rent & Service Revenues
Land Rent & Lease 96.23 91.89 97.65 151.72 185.34 622.83
Hanger Rent 18.01 15.01 20.06 25.67 33.01 111.76
Terminal Building Rent 63.41 59.50 65.85 76.96 108.77 374.49
Cute Counter Charges 12.85 3.57 6.13 12.07 13.98 48.60
Lounges 73.07 17.70 72.73 115.66 151.64 430.80
Cargo Building Rent & Other 2826 | 27.66 29.75 29.00 3508 | 14975
Building Rent
Total (B) 291.83 | 215.33 292.17 411.09 527.82 1,738.24
Cargo Revenues
Domestic Cargo 32.28 25.85 32.85 37.80 30.74 159.52
International Cargo 202.55 | 202.00 221.49 231.84 311.39 1,169.27
Perishable Cargo 21.72 24.36 25.77 25.76 34.72 132.33
Courier Services 20.42 11.34 18.06 17.54 19.60 86.96
Others 25.15 16.61 25.17 28.53 31.36 126.82
Total (C) 302.12 | 280.16 323.34 341.46 427.81 1,674.89
Revenue from Other than Revenue
Share Assets (i.e., Non-Transfer 13.75 14.83 15.30 15.81 19.13 78.82
Assets) **

gfgfg)"ta' Revenues fromRSA | ) 241 85 | 69065 | 115842 | 185557 | 240422 | 7.850.70

**Revenue other than revenue share assets has not been included in NAR for Target Revenue Computation as per the provisions
of OMDA
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4.10.2 MIAL submitted a revised true up of Revenue from Revenue Share Assets by taking into consideration
Hon’ble TDSAT order dated 6 October 2023. The Hon’ble TDSAT vide its order has pronounced that
Other Income, Annual Fee payable to AAI and revenue from Existing assets are required to be excluded
from the calculation of the ‘S’ factor. The relevant TDSAT excerpts have been discussed in detail under the
section 2.4 under the True up for the First Control Period in this Consultation Paper.

Table 131: Computation of ¢S’ factor for True up of the Third Control Period as submitted by MIAL
(Rs. in crores)

Particulars Ref FY 20 FY 21 FY 22 FY 23 FY 24 Total
Non-Aero Revenues a 1,741.85 | 690.65 1,158.48 1,855.57 2,404.22 | 7,850.76

Revenues from b 52470 | 341.99 413.66 592.61 592.61 | 2,465.57
existing assets

Revenues from RSA c=a-b 1,217.14 | 348.66 744.82 1,262.96 1,811.61 | 5,385.19
Annual Fee on above d=38.7%*c 471.03 | 134.93 288.24 488.77 701.09 | 2,084.07
Revenues from RSA
after annual fee paid e=c-d 746.11 | 213.73 456.57 774.19 1,110.52 | 3,301.12
to AAI

S Factor as 30% of
Revenue from RSA

RECAP OF DECISION TAKEN BY THE AUTHORITY REGARDING THE NON-

AERONAUTICAL REVENUE AS PART OF THE TARIFF DETERMINATION FOR THE THIRD
CONTROL PERIOD

4.10.3 The Authority had included Other Income as a part of the Non-Aeronautical Revenue in FY 2019-20 in the
tariff determination for the Third Control Period order, alongside the otherwise projected non-aeronautical
revenue.

f=30%%*e 223.83 64.12 136.97 232.26 333.16 990.34

4.10.4 The Non-Aeronautical Revenue forecasted during the tariff determination of the Third Control Period is as
follows:

Table 132: Non-aeronautical revenues as decided by the Authority in the Third Control Period
Tariff Order

(Rs. in crores)
Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total
Retail License Revenues
F&B 138.00 23.31 65.83 111.55 126.85 465.53
Flight Kitchen 38.73 7.44 21.01 35.60 40.48 143.25
Retail Concession 154.00 26.37 74.47 126.20 143.51 524.55

Foreign exchange, Banks & 73.33 3.24 14.33 17.68 19.98 128.55

ATM

IT & Communication 61.66 - - 70.00 79.60 211.26
Car Rental & Hotel Reservation 24.00 6.17 18.93 25.63 27.61 102.35
Duty Free Shops 370.00 22.41 151.35 253.42 290.73 1,087.92
Advertising Income 165.36 32.20 90.88 154.00 175.12 617.55
Car Parking 33.40 7.70 23.80 32.00 34.10 131.00
Ground Handling 126.93 35.02 71.20 114.85 131.99 479.98
Others (mainly relating to SEIS) 60.29 12.36 34.89 59.12 67.23 233.89
Total (A) 1,245.70 176.22 566.70 1,000.03 1,137.20 4,125.84
Rent & Service Revenues
Land Rent & Lease 113.29 47.40 86.77 129.66 135.62 512.75
Hanger Rent 15.30 8.20 18.51 28.42 48.57 119.00
Terminal Building Rent 74.38 27.75 53.15 80.43 84.13 319.84
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Particulars FY 20 FY 22 FY 23 FY 24 Total

Cute counter charges 13.71 10.27 13.70 14.94 59.47

Lounges 80.00 65.40 91.03 103.52 381.71

Cargo Building Rent & Other 35.74 28.91 44.40 47.73 172.17
Building rent

Total (B) 332.43 263.01 387.64 434.51 1,564.93

Cargo Revenues

Domestic Cargo 36.11 28.89 41.09 45.21 168.95

Cargo Handling Revenue 26.78 21.85 30.42 34.26 127.26

Perishable Cargo 19.96 20.50 21.22 24.33 106.24

Courier Revenue 20.51 17.08 23.30 26.64 98.88

International Cargo Revenue 228.88 154.32 264.94 287.99 1,024.56

Total (C) 302.12 323.34 341.46 427.81 1,674.89

Grand Total Revenues from
RSA (A+B+C) 1,880.25 1,153.05 1,729.13 1,999.52 7,365.66

Less: Revenue from Other than
Revenue Share Assets (i.e., Non- 13.75 15.30 15.81 19.13 78.82
Transfer Assets)

Add: Other Income 22.31 22.31

Grand Total 1,918.93 460.32 1,057.05 1,752.84 1,971.01 7,160.15

1di 1 0,
ggg\fz;“bs'd'za“o” (30% of 575.68 | 138.10 317.12 525.85 591.30 |  2,148.05

4.10.5 The Authority has decided to True up the non-aeronautical revenues for the Third Control Period on actuals,
at the time of determination of tariff for the Fourth Control Period.

AUTHORITY’S EXAMINATION OF THE MATTERS REGARDING THE TRUE UP OF NON-
AERONAUTICAL REVENUE FOR THE THIRD CONTROL PERIOD AS PART OF TARIFFE
DETERMINATION EXERCISE FOR THE FOURTH CONTROL PERIOD

4.10.6 The Authority, has examined the Non-Aeronautical Revenue (“NAR”) as follows:

(i) Agreed with the Gross NAR submitted by MIAL in comparison with the audited financial statements
of MIAL.

(i) Obtained and reviewed few contracts / vouchers / invoices / other relevant documents and records
supporting the NAR.

(iii) Reviewed the variance between the NAR approved by the Authority in the Third Control Period Order
with the NAR submitted by MIAL for the true-up of the Third Control Period.

4.10.7 The Authority proposes to reclassify the Revenue earned from the Fuel Farm Facility from NAR to
Aeronautical Revenue. This is in alignment with the Authority’s consistent position of classifying all Fuel
related activities as aeronautical (as per Schedule 5 of OMDA), a classification that has been upheld by the
Hon’ble Supreme Court in their Order dated 11" July 2022 ruling out that all revenue related to Fuel and
Into Plane Services are Aeronautical in nature. Thus, the Authority proposes to re-classify the revenue from
the Fuel Farm Facility (Refer 4.10.9 and Table 137) from NAR and add it to the Aeronautical Revenue
portion (Refer Table 146 and para 4.12.6).

The comparison of Non-Aeronautical Revenues (NAR) for True up of 3" CP between MIAL’s submission
and Authority’s decision in the Third Control Period order is given in the below three tables:
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Table 133: Comparison of Retail Licenses NAR for True up of 3" CP between MIAL’s submission
and Authority’s decision in the Third Control Period order
(Rs. in crores)

3 CP BALLALTE Difference
Particulars Order Submission _ Reasons for VVariance
(a) (b) (c=b-a)

Retail Licenses

Basis of Forecast: Embarking International
Passengers and Inflation (4.60%).

Reasons for  Variance:  Embarking
Duty Free Shops international passengers lower than forecasted
by 1.73 Mn i.e., 7.3%, primarily due to due to
Covid impact until FY 23. Hence NAR from
duty free shops lower by ~ 10%.

Basis of Forecast: Total Passenger numbers
and Inflation (4.60%).

Advertising Reasons for Variance: Though actual no. of
Income passengers lower than forecast by 2.8%,
advertising income higher by 14.40% due to
higher rates.

Basis of Forecast: Estimated Revenue Per
Total Embarking Passenger and Inflation
(4.60%).

Reasons for Variance: Though actual no. of
passengers lower than forecast by 2.8%,
retail income higher by 8.38% due to higher
rates.

Basis of Forecast: Total International ATM
and Inflation.

Reasons for Variance: Though actual
International ATM was lower than forecast
by 18.95%, the ground handling revenue
higher by 3.75% due to higher rates.

Basis of Forecast: Estimated Revenue Per
Total Embarking Passenger and Inflation
(4.60%).

Reasons for Variance: Though actual
number of Embarking Passengers lower than
forecast by 1.99%, F&B revenue higher by
15.67% due to higher rates.

Basis of Forecast: Forecasts were based on
Revenue per Embarking Passenger.
However, FY21 and FY22 revenue forecast
was nil revenue as estimated passenger
numbers were below the sustenance level
(due to COVID-19).

Retail
Concession

Ground Handling

IT&
Communication

Reasons for Variance: Significant increase
in FY 24 NAR (Rs. 164 Crores against Rs.
80 Crores forecasted) since MIAL took over
IT operations from Wipro.
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Particulars

MIAL’s
Submission

(b)

Difference
(c=b-a)

Reasons for Variance

Flight Kitchen

137

(6)

Basis of Forecast: Forecasted based on
Total Embarked Passengers.

Reasons for Variance: Since traffic was
lower by 2.8%, flight kitchen income lower
by ~ 4%.

Car Parking

Basis of Forecast: Forecasted based on Per
Total Passenger Revenue, along with
Inflation (4.60%).

Reasons for Variance: Significant increase
in Parking revenue in last 3 years of the 3"
Control Period (148 Crores against 90 Crores
forecasted).

Foreign
Exchange, Banks
& ATM

Basis of Forecast: Foreign Exchange — Total
International Passengers

Banks & ATM — Total Passengers

Reasons for Variance: Forecast was on the
lower side due to uncertainties of covid. But
due to strong recovery in the last 2 years of
the 3™ Control Period, revenue higher overall
by 66.67%.

Car Rentals &
Taxi Service

Basis of Forecast: Forecasted based on
Total Disembarking Passengers and Inflation
(4.60%).

Reasons for VVariance: Major variance due
to FY 22, where traffic was much lower than
forecast.

Others

Basis of Forecast: Forecasted based on
Passenger Traffic & Inflation (4.60%).
Reasons for Variance: Revenue from
Passenger Facilities and Meet & Assist
Services higher than forecast.

Total

4,126

4,438

Table 134: Comparison of Rents and Services NAR for True up of 3" CP between MIAL’s submission
and Authority’s decision in the Third Control Period order

(Rs. in crores)

Particulars

34 CP
Order
(@)

MIAL’s
Submission

(b)

Difference
(c=b-a)

Authority’s Inference

Rents & Services
Revenue

Land Rent &
Lease

Basis of Forecast: Forecasted on Inflation.
Reasons for Variance: The actuals were
higher due to new leases.

Lounges

Basis of Forecast: Forecasted over Total
Embarking Passengers.

Reasons for Variance: There has been a
significant increase in lounge revenue in the
last 2 years.
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Particulars

MIAL’s
Submission

(b)

Difference
(c=b-a)

Authority’s Inference

Terminal
Building Rent

374

Basis of Forecast: Forecasted on the
Average Rate Per Square Meter, and
Inflation.

Reasons for Variance: Rent rates have
increased FY 24 onwards.

Cargo Building
Rent & Other
Building Rent

Basis of Forecast: Authority increased the
rent by 7.5% Y-O-Y which was much higher
than MIAL’s submission during the Third
Control Period MYTP.

Reasons for Variance: Increase in rent was
lower than 7.5% and hence the variance.

Hangar Rent

Basis of Forecast: Authority increased rent
by 7.5% Y-O-Y.

Reasons for Variance: Very small
variance.

Cute Counter
Charges

Basis of Forecast: Forecasted on Total
ATMs,

Reasons for Variance: Due to International
ATM’s being lower than forecast, revenue is
also lower, since International ATMs are
generally charged 3 times as that of
Domestic ATMs.

1,565

1,738

Table 135: Comparison of Cargo NAR for True up of 3"
Authority’s decision in the Third Control Period order

CP between MIAL’s submission and

(Rs. in crores)

Particulars

3rd CP
Order
(@

MIAL’s
Submission

(b)

Difference
(c=b-a)

Authority's Inference

Cargo Revenue

International
Cargo Revenue

Basis of Forecast: Forecasted based on
Terms of the Contract.

Reasons for Variance: International Cargo
Rates increased significantly during the
control period, thereby increasing revenue
significantly.

Domestic Cargo

Basis of Forecast: Forecasted based on
Inflation (4.60%).

Reasons for Variance: During the 3™ CP,
there was a change in concessionaire whose
revenue share is lower than the previous one.
MIAL submits that each time a
concessionaire is changed, the capex
(interiors and P&M) has to be borne by the
concessionaire. Usually, a lower revenue
share % is quoted in bid for initial years to
recover capex cost. Hence actuals lower than
forecast.
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Particulars

MIAL’s
Submission

(b)

Difference
(c=b-a)

Authority's Inference

Cargo Handling

126

)

Basis of Forecast: Forecasted over Inflation.
No major variance.

Perishable Cargo

132

26

Basis of Forecast: Forecasted based on
Terms of the Contract.

Reasons for Variance: FY 24’s revenue has
increased due to rates.

Courier Revenue

Basis of Forecast: Projected on Inflation and
Expected Courier Volume Growth %.
Reasons for Variance: This revenue is
ancillary to international cargo revenue.
Since international cargo rates were
increased, courier rates were not increased by
much in the Third Control Period. Hence
revenue lower than forecast.

Others

1

1

Includes X-Ray, Carting, Packing and others.
No major variance.

Total

1,526

1,675

149

Table 136: Total Non-Aeronautical Revenue as submitted by MIAL for the True up of the Third

Control Period

Rs. in crores)

Particulars

FY 20

FY 21

FY 22

FY 23

FY 24

Total

Retail License Revenues (A)

1,147.90

195.16

542.91

1,103.02

1,448.59

4,437.58

Rent & Service Revenues (B)

291.83

215.33

292.17

411.09

527.82

1,738.24

Cargo Revenues (C)

302.12

280.16

323.34

341.46

427.81

1,674.89

Grand Total Revenues from
RSA (D=A+B+C)

1,741.85

690.65

1,158.42

1,855.57

2,404.22

7,850.70

4.10.9 The Authority has reviewed the reasons for variances summarized in the table above and proposes
considering MIAL’s submission for the True up of the Non-Aeronautical Revenue for the Third Control
Period. However, the Authority proposes to consider the Revenue generated from the Fuel Farm Facility
(constituted under Land, Rents & Leases), as Aeronautical Revenue (Refer para’s 4.10.7, 4.12.6 and Table

146) as per Table 137.

Table 137: Total Non-Aeronautical Revenue proposed by the Authority for the True up of the Third

Control Period

Rs. in crores)

Particulars

FY 20

FY 21

FY 22

FY 23

FY 24

Total

Retail License Revenues (A)

1,147.90

195.16

542.91

1,103.02

1,448.59

4,437.58

Rent & Service Revenues as
submitted by MIAL (b)

291.83

215.33

292.17

411.09

527.82

1,738.24

Land Rent & Leases Revenue
as submitted by MIAL (b1)

96.23

91.89

97.65

151.72

185.34

622.83

Revenue Generated from Fuel
Farm Facility (b2)

13.70

14.42

14.06

13.65

8.59

64.42

Net Land Rent & Leases
Revenue (b3 = b1-b2)

82.53

77.47

83.59

138.07

176.75

558.41

Net Rent & Service Revenues
(B = b-b2)

278.13

200.91

278.11

397.44

519.23

1,673.82
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Particulars

FY 20

FY 21

FY 22

FY 23

FY 24

Total

Cargo Revenues (C)

302.12

280.16

323.34

341.46

427.81

1,674.89

Grand Total Revenues from

1,728.15

676.23

1,144.36

1,841.92

2,395.63

7,786.28

NAR (D=A+B+C)

4.10.10 The Authority noted that MIAL in line with the submission made in the First and the Second Control Period
has submitted the revised computation of ‘S’ Factor based on the Hon’ble TDSAT Order AERA Appeal No.
9 of 2016 dated 6th October 2023 for the Third Control Period.

4.10.11 With regards to the Revenue Share Assets and subsequently the ‘S’ Factor derived, as mentioned in para
4.2,5 of this Consultation Paper, the Authority consistent with the decision taken during the tariff
determination for the Third Control Period proposes to retain the same methodology.

4.10.12 Consequently, the Authority proposes the following:

(i) Not to exclude Other Income
(if) Not to reduce the revenue from existing assets
(iii) Not to exclude the annual fee paid to AAI from the calculation of the ‘S’ factor.

4.10.13 The Authority also notes that MIAL has earned a dividend income (forming part of Other Income) of Rs.

10.58 Crores from the Fuel Farm Facility in FY 2024. As mentioned in para 4.10.7, the Authority proposes
to reclassify the revenue earned from the Fuel Farm Facility from NAR to Aeronautical Revenue. Therefore,
the Authority proposes to reduce the said income from NAR as shown in Table 138 and add it to the
Aeronautical Revenue of MIAL for the True up of the Third Control Period as shown in Table 146.

table below:

4.10.14 Accordingly, the Authority proposes the S’ factor for the true up of the Second Control Period as per the

Table 138: Non-Aeronautical Revenue as proposed by the Authority for the True up of the Third

Control Period

Rs. in crores)

Particulars

FY 20

FY 21

FY 22

FY 23

FY 24

Total

Total Revenue from RSA (A)
(From Table 136)

1,728.15

676.23

1,144.36

1,841.92

2,395.63

7,786.28

Other Income with dividend
from Fuel Farm Facility (b1)

13.91

37.24

80.19

32.38

60.62

224.34

Dividend Income earned from
the Fuel Farm Facility (b2)

10.58

10.58

Net Other Income (B = b1-b2)

13.91

37.24

80.19

32.38

50.04

213.76

Grand Total (C=A+B)

1,742.06

713.47

1,224.55

1,874.30

2,445.67

8,000.04

Cross subsidization (30% of
6C7)

522.62

214.04

367.36

562.29

733.70

2,400.01

4.10.15 In view of the above, the Authority proposes to consider Non-Aeronautical Revenue (NAR) of Rs. 8,000.04

Crores and the derived ‘S’ Factor of Rs. 2,400.01 Crores as per Table 138 for the True up of the Third
Control Period as against MIAL’s submission of NAR of Rs. 7,850.70 Crores and the derived ‘S’ Factor of
Rs. 990.34 Crores. The Authority notes the reasons for the variance as below:

(i) Fuel Farm Facility being reclassified from NAR as Aeronautical Revenue.
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(if) As explained in para’s 4.10.11 and 4.10.12, the Authority has not given effect to the judgement of
Hon’ble TDSAT and therefore has not excluded the revenue from existing assets, Other Income and
the Annual Fee paid to AAI from the calculation of the ‘S Factor.

411 TRUE UP OF AERONAUTICAL TAX
MIAL'S SUBMISSION ON AERONAUTICAL TAX FOR THE THIRD CONTROL PERIOD IN

MYTP FOR THE FOURTH CONTROL PERIOD

4.11.1 MIAL has been computed ‘T’ — Tax reimbursement after considering the Impact of Hon’ble TDSAT
judgment dated 6™ October 2023 and the Hon’ble Supreme Court Judgment dated 11 July 2022 as follows:

Table 139: Computation of Aeronautical Tax for the True up of the Third Control Period as

submitted by MIAL

(Rs. in crores)

Particulars FY 20

FY 21

FY 22

FY 23

FY 24

Total

Aero Revenues 1,721.98

882.24

668.05

1,225.41

1,500.95

5,998.62

Add: ‘S’ Factor (30% of

RSA) 223.83

64.12

136.97

232.26

333.16

990.34

Total Revenues 1,945.81

946.35

805.02

1,457.67

1,834.11

6,988.96

Less: Aero Expenses 847.96

720.94

871.78

881.65

870.74

4,193.07

Less: Aero Depreciation 512.94

491.21

408.93

412.93

404.08

2,230.09

Less: Interest Cost* 269.32

261.55

257.71

267.39

249.38

1,305.34

Net Profit (P) 315.60

(527.34)

(733.39)

(104.31)

309.91

(739.53)

Tax Rate (T) 34.94%

34.94%

34.94%

25.17%

25.17%

Aero Taxation (P x T) 110.28

78.00

188.28

*Interest Cost = RAB X Gearing X Cost of Debt

RECAP OF DECISION TAKEN BY THE AUTHORITY REGARDING THE AERONAUTICAL
TAXES AS PART OF THE TARIFF DETERMINATION FOR THE THIRD CONTROL PERIOD

4.11.2 The Authority vide its decision in para 8.5.4, for computation of tax in the Third Control Period Order has:

(i) Considered the annual fees to AAI as an expense.

(i) Not considered the S’ factor for revenue computation.

(iii) Considered Depreciation as per the Income Tax Act.

(iv) Calculated Interest expense at the actual interest paid on the existing debt.

4.11.3 Based on the above, the tax for the Third Control Period was decided by the Authority as shown in the table
below:

Table 140: Income Tax Re-imbursement considered by the Authority during the tariff determination
of the Third Control Period
(Rs. in crores)

Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total

Aeronautical Revenue 1,708.50 696.95 777.18 | 1,342.19 | 1,526.96 6,051.78

Total Income for Aeronautical Tax

Computation 1,708.50

696.95 77718 | 1,342.19 | 1,526.96 | 6,051.78

Annual Fee to AAI 661.19 269.72 300.77 519.43 590.94 | 2,342.05

Aeronautical Expenses 723.15 716.61 761.01 852.13 886.25 | 3,939.15

EBITDA 324.16 | (289.38) | (284.60) | (29.37) | 49.77 | (229.42)

Depreciation as per Income Tax —

Aeronautical 606.97

607.17 603.59 57154 | 53591 | 2,925.18

468.43

Interest Expense - Aeronautical 462.03 429.93 392.32 | 350.75 | 2,103.45
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Particulars FY 20 FY 21 FY 22 FY23 | FY24 | Total
Profit before Tax (751.24) | (1,358.57) | (1,318.12) | (993.23) | (836.89) | (5,258.05)
Tax Rate 34.94% 34.94% 34.94% | 34.94% | 34.94%
Tax - - - - - -

AUTHORITY’S EXAMINATION OF THE MATTERS REGARDING THE TRUE UP OF

AERONAUTICAL TAXES FOR THE THIRD CONTROL PERIOD AS PART OF TARIFE
DETERMINATION EXERCISE FOR THE FOURTH CONTROL PERIOD

The Authority examined the submissions made by MIAL for true up of aeronautical taxes and noted that
MIAL has considered ‘S’ Factor as part of the revenue base (based on the Hon’ble TDSAT order dated 21
July 2023) and has not considered Annual Fee to AAI as an expense for the purpose of determination of
Aeronautical PBT and consequently for the Aeronautical taxes (based on the Hon’ble Supreme Court order
dated 11th July 2022).

With regards to the submission made by MIAL, the Authority consistent with the decision taken during the
tariff determination for the Third Control Period proposes to retain the same approach, with regards to the
TDSAT order on treating the ‘S’ Factor as a revenue base for the computation of Aeronautical Tax as
mentioned in para 4.2.5 of this Consultation Paper.

As mentioned in para 4.2.6 of this Consultation Paper, the Authority proposes to implement the Hon’ble
Supreme Court judgement dated 11th July 2022, and recompute the Aeronautical Taxes based on the
regulatory accounts by not treating the Annual Fee pertaining to Aeronautical Revenues as an expense
towards True Up of the Third Control Period as per the directions contained in the judgement of Hon’ble
Supreme Court.

Accordingly, the Authority has recomputed the applicable interest and Tax as below:

Table 141: Interest Expenses computed by the Authority for the calculation of Aeronautical Tax for
the Third Control Period

(Rs. in crores)
Particulars Ref FY 20 FY 21 FY 22 FY 23 FY 24 Total
7A5")erage RAB (Refer Table A 551174 | 5112.02 | 4,741.03 | 4,542.24 | 4,436.41
Normative Gearing Ratio B 48.00% | 48.00% | 48.00% | 48.00% 48.00%
Interest Rate C 10.16% | 10.30% | 10.30% | 10.30% 10.30%

’éﬁ;‘;ﬁ::“ca””tere“ D=A*B*C | 268.79 | 25274 | 234.40| 22457 | 219.34| 1,199.83

Table 142: Computation of the ‘T’ element for the True up of the Third Control Period as proposed
by the Authority

(Rs. in crores)
Particulars Ref FY 20 FY 22 FY 23 FY 24 Total
Aeronautical Revenue 1,735.68 682.11 1,239.06 1,520.12 6,073.62
Aeronautical Operating 844.59 77801 |  868.07 | 908.49 | 4,122.76
Expenses
EBITDA 891.09 (95.90) 370.99 611.63 1,950.86
Depreciation (Refer 497.99 39546 | 39031 | 35590 | 2,116.69
Table 86)
Interest Expense-
aeronautical

268.79 234.40 224.57 219.34 1,199.83
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Particulars

FY 21

FY 22

FY 23

FY 24

Total

Profit Before Tax

(556.71)

(725.75)

(243.89)

36.39

(1,365.65)

Opening Accumulated
(Losses)

(556.71)

(1,282.47)

(1,526.36)

Current (Losses)
Current year Set Off
Closing Accumulated
(Losses)

(556.71)

(725.75) | (243.89)

36.39
(1,489.97)

124.31
- | (556.71)

(1,282.47) | (1,526.36)

12431 - - - -
Tax Rate 34.94% 34.94% 34.94% 25.17% 25.17%
Tax M=K*L 43.44 - - - - 43.44

Note: As per the order of the Hon ble Supreme Court, the Annual Fee as reflected in Table 140 has not been treated as an expense

(Refer para 3.1.5).

Profit for Taxation

4.11.8 In view of the above, the Authority proposes to consider the Aeronautical Taxes as per Table 142 for the
True up of the Third Control Period.
4,12 TRUE UP OF AERONAUTICAL REVENUE

MIAL'S SUBMISSION ON THE TRUE UP OF AERONAUTICAL REVENUE FOR THE THIRD
CONTROL PERIOD IN MYTP

4.12.1 MIAL submitted the following Aeronautical Revenue for the True up of the Third Control Period in MYTP:

Table 143: Aeronautical Revenue as submitted by MIAL for the True up of the Third Control
Period
(Rs. in crores)
Total
4,555.21
400.12
401.56
293.90
114.93
8.98
92.72

FY20
1,259.27
79.59

FY21
499.79
167.14
151.26 16.6 117.25
95.61 43.69 70.25
114.93 - -
2.01 0.84 3.02
19.31 22.99 27.06

. - 131.2 - - - 131.20
International
Total Aero Revenue 1,721.98 882.24 668.05 1,225.41 1,500.95 5,998.62

RECAP OF DECISION TAKEN BY THE AUTHORITY REGARDING THE AERONAUTICAL
REVENUE DURING THE TARIFF DETERMINATION FOR THE THIRD CONTROL PERIOD

FY24
1,224.13
59.24

Particulars

Landing Revenue

Parking & Housing Revenue

User Development Fee (UDF) Revenue
Aerobridge Charges

FTC Revenue

ITP Revenue

Unauthorized Overstay Charges
Additional Landing Domestic and

4.12.2 The Authority had considered the following aeronautical revenue in the Third Control Period Order.

Table 144: Aeronautical Revenue as approved by the Authority during the Tariff determination of
the Third Control Period Tariff Order
(Rs. in crores)
FY24 Total
1,303.30 | 4,957.41
56.72 240.58
54.05 247.58

FY20
1,259.27
79.59
95.61

FY21
590.78
25.65
23.96

FY22
658.78
28.61
26.72

FY23
1,145.28
50.00
47.25

Particulars

Landing Revenue

Parking & Housing Revenue
Aerobridge Charges
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Particulars FY20 FY21 | FY22 FY23 FY24 Total

User Development Fee (UDF) Revenue 151.30 | 47.91 | 5343 90.00 103.25 445.88

Others (FTC, ITP and Overstay Charges) 122.73 8.66 9.65 9.65 9.65 160.34

Total Aeronautical Revenues 1,708.50 | 696.95 | 777.18 | 1,342.19 | 1,526.96 | 6,051.79
Note: Actual Revenue earned by MIAL was taken during the tariff determination of the Third Control Period for FY 20.

AUTHORITY’S EXAMINATION OF THE MATTERS REGARDING THE TRUE UP OF
AERONAUTICAL REVENUE FOR THE THIRD CONTROL PERIOD AS PART OF TARIFF
DETERMINATION EXERCISE FOR THE FOURTH CONTROL PERIOD

4.12.3 The Authority compared the above revenues submitted by MIAL of Rs. 5,998.62 crores (as per MIAL's
financial statements) with the aeronautical revenues of Rs.6,051.79 crores as approved in the Third Control
Period Order in (Refer Table 232 of the 3" CP order).

Table 145: Comparison between Aeronautical Revenue as submitted by MIAL for true up and as
approved in the Third Control Period

(Rs. in crores)
Particulars Ref FY20 FY21 FY22 FY23 FY24 Total
Aeronautical Revenue as approved
in the Third Control Period Order A 1,708.50 696.95 777.18 | 1,342.19 | 1,526.96 | 6,051.79
Aeronautical Revenue submitted B | 1721.98| 88224 | 668.05 |1225.41 | 1,500.95 | 5998.62
by MIAL for true-up
Difference C=B-A 13.48 185.29 | -109.13 | -116.78 -26.01 -53.17
Difference % D=C/A 0.78% | 26.59% | -14.04% | -8.70% | -1.70% | -0.88%

The Authority noted the major significant shortfall in revenue against the projection is in FY 2021-22 and
FY 2022-23 which is on account of the global pandemic outage. Since the Covid-19 generally affected the
economy of all major countries and restricted air travel to a larger extent, the Authority proposes to True up
Aeronautical Revenue for the Third Control Period as per MIAL’s submission.

Since the variance between MIAL’s submission of Aeronautical Revenue and those approved by the
Authority in the Third Control Period Order is very insignificant (~ 0.88%), the Authority proposes to
consider MIAL submission of the aeronautical revenues of Rs.5,998.62 crores as the True up of the Third
Control Period.

Additionally, the Authority proposes to re-classify the revenue earned from the Fuel Farm Facility from
Non-Aeronautical Revenue to Aeronautical Revenue. This decision aligns with the Authority’s consistent
position of classifying Fuel Farm activity (as per Schedule 5 of OMDA) as aeronautical, a classification
upheld by the Hon’ble Supreme Court of India in their Order dated 11" July 2022. Consequently, the
Authority has removed the revenue share earned from the Fuel Farm Facility from NAR (Refer para’s 4.10.7,
4.10.9 and Table 137) and has included it as a part of the Aeronautical Income of MIAL.

Thus, the Aeronautical Revenue proposed by the Authority to be True up for the Third Control Period is as
follows:

Table 146: Aeronautical Revenue as proposed by the Authority for the true up of the Third Control
Period
(Rs. in crores)

Particulars FY20 FY24 Total
Landing Revenue 1,259.27 1,224.13 4,555.21
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Particulars Total

Parking & Housing Revenue 400.12

User Development Fee (UDF) Revenue 401.56
Aerobridge Charges 293.90

FTC Revenue 114.93

ITP Revenue 8.98

Unauthorized Overstay Charges 92.72

Additional Landing Domestic and
International

Revenue from Fuel Farm Facility 8.59 64.42

- 131.20

Dividend Income earned from Fuel
Farm Facility

Total Aero Revenue 1,735.68 | 896.66 | 682.11 1,239.06 1,520.12 | 6,073.62

10.58 10.58

4.12.8 In view of the above, the Authority proposes to consider Aeronautical Revenue of Rs. 6,073.62 crores as
per Table 146 for the True up of the Third Control Period.

4.13 TRUE UP OF THE TARGET REVENUE FOR THE THIRD CONTROL PERIOD

MIAL'S SUBMISSION ON TRUE UP OF TARGET REVENUE FOR THE THIRD CONTROL
PERIOD IN MYTP FOR THE FOURTH CONTROL PERIOD

4.13.1 Based on the above changes in various building blocks, MIAL has submitted the Target Revenue for the
true up of the Third Control Period as below:

Table 147: Computation of Target Revenue for the true up of the Third Control Period as submitted
by MIAL

(Rs. in crores)
Particulars FY 20 FY 21 FY 22 FY 23 FY 24 Total
Return on RAB and HRAB 803.02 741.49 685.35 658.57 639.08 3,527.51
Add: Operating Expenses 847.96 720.94 871.78 881.65 870.74 4,193.07
Add: Depreciation 566.41 542.39 450.86 454.47 441.68 2,455.81
Add: Aeronautical Taxes 110.28 - - - 78.00 188.28
Less:30% Revenue Share Assets (223.83) (64.12) | (136.97) | (232.26) | (333.16) (990.34)
True-up for the 2™ Control Period 4,624.47 - - - - 4,624.47
Target Revenue 6,728.31 1,940.70 1,871.01 1,762.43 | 1,696.34 13,998.81
Actual Aero revenues 1,721.98 882.24 668.05 1,225.41 | 1,500.95 5,998.62
True-up/true-down 5,006.33 | 1,058.47 1,202.96 537.02 195.39 8,000.18
Carrying Cost @13.15% 13.14% 13.14% 13.14% 13.14% 13.14%
Years 5.00 4.00 3.00 2.00 1.00
True-up with carrying cost 9,280.46 | 1,734.27 | 1,742.14 687.41 221.07 | 13,665.34

AUTHORITY'S RECAP REGARDING THE TARGET REVENUE FOR THE THIRD CONTROL
PERIOD AS PART OF THE TARIFF DETERMINATION OF THE THIRD CONTROL PERIOD

Table 148: Target Revenue as decided by the Authority in the Tariff Order of the Third Control
Period

(Rs. in crores)
Particulars Ref FY20 FY21 FY22 FY23 FY?24 Total
Control Period Year 1 2 3 4 5
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Particulars FY?20 FY21 FY?22 FY23 FY?24 Total
RAB & HRAB 6,159.13 | 6,147.41 | 6,148.83 | 5,988.22 | 5,750.76
FRoOR 12.81% 12.81% 12.81% 12.81% 12.81%
Return on RAB 789.08 787.58 787.76 767.19 736.76 | 3,868.38
HRAB Impact (258.83) - - - - (258.83)
Depreciation 551.78 549.49 483.00 471.43 446.00 2,501.70
O & M Expense 723.15 716.61 761.01 852.13 886.25 | 3,939.15
Taxes - - - - - -
?G?SF?) Target Revenue 1,805.18 | 2,053.68 | 2,03L.77 | 2,090.75 | 2,069.01 | 10,050.39
Less: Cross subsidy from
Revenue Share Assets 575.68 138.10 317.11 525.85 591.30 2,148.04
(NAR)

Net Target Revenue for
the 37 Control Period 1,22950 | 1,91558 | 1,714.66 | 1,564.90 | 1,477.71 7,902.35
(NTR = GTR - NAR)
True up of the 1% and
2" Control Periods (1,462.58) (1,462.58)
(cumulative)

Adjusted Net Target
Revenue (ANTR) (233.07) | 1,91558 | 1,714.66 | 1,564.90 | 1,477.71 6,439.77
Discounting Factor 0.89 0.79 0.70 0.62 0.55
Discounted ANTR (206.61) | 1,505.20 | 1,194.31 966.21 808.76 4,267.87
Computation of Total
Aeronautical Revenues
Total Landing Revenues 1,259.27 590.78 658.78 | 1,145.28 | 1,303.30 | 4,957.41
Total Parking Revenues 79.59 25.65 28.61 50.00 56.72 240.58
Total Aerobridge 0561 | 2396 | 2672 | 4725 5405| 247.58
Revenues

Total User Development
Fee (UDF) Revenues
Others (FTC, ITP and
Overstay Charges)

Total - Aeronautical 170850 | 696.95 | 777.18 | 15342.19 | 1526.96 | 6,051.79
Revenues

Discounting Factor 0.89 0.79 0.70 0.62 0.55
Discounted Total 151447 | 54764 | 54133 | 82870 | 83573 | 4,267.87
Aeronautical Revenues
X Factor (%) (38.37%)

AUTHORITY’S EXAMINATION OF THE MATTERS REGARDING THE TRUE UP OF THE
THIRD CONTROL PERIOD AS PART OF TARIFF DETERMINATION EXERCISE FOR THE
FOURTH CONTROL PERIOD

151.30 47.91 53.43 90.00 103.25 445.88

122.73 8.66 9.65 9.65 9.65 160.34

4.13.2 The Authority has computed the return on RAB as per the SCN as mentioned in para 4.2.7 as below:

Table 149: Change in Return on RAB for the Third Control Period as proposed by the Authority
(Rs. in crores)

Particulars Ref Third Control Period - Return on RAB Total
FY 20 FY 21 FY 22 FY 23 FY 24
WDV Value as of

previous year A 194.52 183.89 173.47 | 164.86 156.80

WDV Value as on
current year

B 183.89 173.47 164.86 | 156.80 149.26
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Particulars Ref Third Control Period - Return on RAB Total
FY 20 FY 21 FY 22 FY 23 FY 24

C = Average
(a,b) * FRoR 24.24 22.89 21.67 20.60 19.60 | 109.00
(12.81%)

Return on RAB Impact
as per SCN

4.13.3 Based on the discussion above, summarized below are the key changes made for the true up of the Third
Control Period:

(i) Depreciation: Adjustments have been made due to higher depreciation rates applied by MIAL
compared to those prescribed in Order 35, as well as reclassification of the re-carpeting cost of Runway
14/32. While MIAL submitted this cost as capital expenditure, the Authority has amortized it as
Operating Expenditure. (Table 86).

Asset Allocation Ratio: MIAL has calculated the asset allocation ratio for all the five years of the
Third Control Period. However, they have applied the FY 2023-24 ratio in all the five years of the
Third Control Period. The Authority has re-calculated and applied the ratio for each year of the Third
Control Period. (Refer para 4.5.9).

RAB (Regulatory Asset Base): Adjustments have been made to RAB based on the re-classification
of the runway re-carpeting cost as operating expenditure (Refer Table 75).

Operating Expenditure: Changes have been made to reflect the actual expenditure data submitted by
MIAL. (Refer Table 129).

(v) Non-Aeronautical Revenue: Updated based on the actual revenue values provided by MIAL (Refer
Table 138).

(vi) Self-Contained Note (SCN): Changes in depreciation and return on RAB and the true up of the
previous control period as per the SCN as mentioned in para 4.2.7.

(vii) In addition to the above changes, the Authority has not accounted for the impact of the TDSAT
judgments on the computation of Target Revenue (TR) as explained in para 4.2.5.

4.13.4 Considering the above, the Authority proposes the Target Revenue for the True up of the Third Control
Period as below:

Table 150: Computation of Target Revenue for the True up of the Third Control Period as proposed
by the Authority
(Rs. in crores)
Particulars Ref FY 20 FY 21 FY 22 FY 23 FY 24 Total
Average RAB A 5511.74 | 5112.02 | 4,741.03 | 4,542.24 | 4,436.41
Average HRAB B 343.70 305.68 272.17 242.52 215.48
Total C=A+B 5,855.43 | 5417.70 | 5,013.20 | 4,784.76 | 4,651.90
FRoOR D 12.81% 12.81% 12.81% 12.81% 12.81%
Return on RAB E=CxD 750.17 694.09 642.27 613.00 595.98 3,295.53
Impact on Return on =
RAB due to mnon- | (a¢oer Taple 2424 | 2289 | 2167| 2060| 1960 |  109.00
existent assets as per 149)
the SCN
Net Return on RAB G=E-F 725.94 671.21 620.60 592.40 576.38 3,186.53
HRAB Impact H (259.00) - - - - | (259.00)
oM - Efficient
Operation & | 844.59 723.60 778.01 868.07 908.49 4,122.76
Maintenance cost
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Particulars FY 20 FY 23 Total
Total Depreciation
(Refer Table 86 and 537.11 419.50 2,276.90
Table 87)
Tax 43.44 - - - - 43.44
'F\{'g\’)e"r?lfgona“t'ca' 1742.06 | 71347 | 1,22455 | 187430 | 244567 | 8,000.04
Share of Revenue from
Revenue Share Assets
True up for the 2™
Control Period

M=Lx30% | (522.62) | (214.04) | (367.36) | (562.29) | (733.70) | (2,400.01)

N (1,278.32) (1,278.32)

O=G+H+
Target Revenue 1+J+K-M 91.14 | 1,694.70 | 1,456.82 | 1,317.68 | 1,131.97 | 5,692.39
+N
P (at FRoR of
12.81%)
Aeronautical Q (From
Revenue Table 146)

Under Recovery [/ _

(Over Recovery) R=0-Q (1,644.54) 798.04 774.71 78.62 | (388.15) | (381.23)
Under Recovery [/
(Over Recovery) on
PV Terms as on
01.04.2019

Projected Over
Recovery pending to
be Trued Up as on
01.04.2019

Future Value Factor 1.83 1.62 1.44 1.27 1.13

1,735.68 896.66 682.11 | 1,239.06 | 1,520.12 | 6,073.62

(3,004.78) | 1,29254 | 1,112.14 100.05 | (437.88)

sum (T) (937.84)

4.13.5 Based on the above, the over-recovery of Rs. 937.84 Crores for the Third Control Period as determined by
the Authority is proposed to be considered for true up in the subsequent Control Periods as part of tariff
determination process for the Fourth Control Period.

414 AUTHORITY’S PROPOSALS REGARDING TRUE UP FOR THE THIRD CONTROL
PERIOD AS PART OF TARIFF DETERMINATION FOR THE FOURTH CONTROL
PERIOD

Based on the material before it and based on its examination, the Authority proposes the following regarding
for the True up for the Third Control Period as part of tariff determination for the Fourth Control Period:

4.14.1 To consider the Traffic for True up for the Third Control Period based on actuals as per Table 52.
4.14.2 To consider RAB as per Table 75 and HRAB as per Table 81 for the True up of the Third Control Period.

4.14.3 To consider Aeronautical Depreciation for the True up of the Third Control Period as per Table 86 and
Table 87.

4.14.4 To consider the FRoR for the True up for the Third Control Period, i.e., 12.81%.

4.14.5 To consider Aeronautical Operation and Maintenance Expenses for the True Up for the Third Control Period
as per Table 129.

4.14.6 To consider Non-Aeronautical Revenue for the True up for the Third Control Period as per Table 138.

4.14.7 To consider Aeronautical Revenues for the True up of the Third Control Period as per Table 146.

Consultation Paper No. 08/2024-25 Page 142 of 349




TRUE UP OF THE THIRD CONTROL PERIOD

4.14.8 To consider Annual Fee pertaining to Aeronautical Revenues as an expense while computing Aeronautical
Taxes.

4.14.9 To consider Aeronautical Taxes for the True up of the Third Control Period as per Table 142.

4.14.10 To consider the impact on depreciation as per Table 84 and Return on RAB as per Table 149 as identified
by the Self-Contained Note (SCN) issued by the Authorized Investigation Agency (AlA).

4.14.11 To consider over-recovery of Rs. 937.84 crores (as per Table 150) for the tariff determination exercise for
the Fourth Control Period.
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5. TRAFFIC FOR THE FOURTH CONTROL PERIOD

5.1 MIAL SUBMISSIONS ON TRAFFIC FOR THE THIRD CONTROL PERIOD FOR THE
FOURTH CONTROL PERIOD

5.1.1 MIAL, in its MYTP submission, has stated that Mumbai Airport is a land locked and constrained single
runway airport and is also the most efficiently managed airport holding a world record for maximum
movements on a single runway in a single day.

Historically, traffic has increased 5-6% on yearly basis which is attributed to increase in ATMs and
Average Load Factor. Due to capacity constraint at Airside and the average load factor nearing to
maximum planning position of 85%, the growth expected in future is almost negligible.

Table 151: Historical Traffic at Mumbai Airport as submitted by MIAL

Passengers (MPPA) ATM?’s (000’s)
Dom Pax | IntlPax | Total | Dom ATM | IntlATM Total
FY10 17.37 8.23 25.61 164.63 65.17 | 229.80
FY11 20.00 9.08 | 29.07 173.98 68.68 | 242.66
FY12 21.04 9.70 | 30.75 179.31 72.21 | 25151
FY13 20.28 9.93 30.21 173.25 71.26 | 24451
FY14 21.88 10.34 32.22 188.31 72.36 | 260.67
FY15 25.21 1143 | 36.63 195.37 74.09 | 269.46
FY16 30.05 11.62 41.67 220.25 76.38 | 296.63
FY17 32.72 12.43 45.15 224.90 80.57 | 305.47
FY18 34.85 13.65 | 48.50 234.61 86.08 | 320.69
FY19 34.09 1474 | 48.83 232.65 88.62 | 321.26
FY20 33.57 12.36 | 45.92 228.68 75.99 | 304.68
FY21 9.84 1.22 11.05 91.81 23.18 | 114.98
FY22 18.56 3.18 21.75 150.75 34.90 | 185.65
FY23 32.72 11.21 | 43.92 221.86 67.78 | 289.64
FY24 38.50 1432 | 52.82 241.81 83.15 | 324.96
CAGR 5 years from FY15 to FY20 5.90% 157% | 4.62% 3.20% 051% | 2.49%
(pre-COVID)
CAGR 10 years from FY10 to
FY20 (pre-COVID)

Year

6.81% 4.14% | 6.01% 3.34% 1.55% | 2.86%

MIAL has proposed to re-construct Terminal 1, which is currently handling approx. 15 MPPA domestic
traffic. It is expected that once the operations at the existing Terminal 1 are halted for demolition and re-
construction purposes, a portion of the traffic will be accommodated in Terminal 2. The remaining traffic
is expected to shift to the upcoming Navi Mumbai International Airport, which is likely to commence
operations in the early part of 2025. Once T1 reconstruction is completed, it will cater to the available
demand in the Mumbai Metropolitan Region (MMR).

MIAL based its projections of Traffic for the Fourth Control Period on an Independent Traffic Study
Report conducted by ICF (Inner City Fund — ICF International Inc.) for CSMIA. This study considered the
overall traffic demand in the Mumbai Metropolitan Region (MMR) and various supply-side constraints.

The study report analyzed GDP-Traffic relationships from multiple points of views with the base intention
of assuming that the peak hour ATMs will grow from the current 46 to 55 ATMSs per hour in FY 34. To
explore this, the report adapts regression analysis for three different scenarios, as detailed below. It studied
how the number of passengers (the outcome) is influenced by two primary factors, i.e., the country’s
economic growth (GDP) and ticket prices. The three scenarios analyzed by ICF are listed below:
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(i) Unconstrained Passenger Forecast for MMR —To estimate the growth rate that would fit best for
CSMIA during the constrained period, ICF compared passenger growth rates between FY17 — FY23
for Delhi & Tier 1 airports. Based on the comparison, Tier 1 growth rates were considered to project
the unconstrained MMR traffic forecast.

Unconstrained Passenger Forecast for CSIA -Y-0-Y passenger growth rates from MMR
unconstrained forecast were used to estimate an unconstrained passenger forecast of CSIA FY24
onwards. Further, based on LF and Seats per ATM assumptions, a forecast for pax per ATM by
region was estimated. Pax per ATM estimates were then applied to unconstrained CSIA passengers
to get unconstrained ATMs by regions at CSIA from FY24 onwards.

Constrained view of CSMIA —Constrained Annual ATM forecast was used to constrain the
passengers at CSIA. This is because while the passenger capacity at an airport can go beyond its
stated capacity because of better LFs and higher seats per ATM by airlines, the total number of ATMs
that an airport can handle can only be maximized to a certain level because of the constraints at
runway. Within this constrained perspective, ICF assumed one alternate scenario as well, that being
a conservative one — where it has assumed a peak hour ATM of 52 ATMs per hour instead of the 55
ATMs assumed in the other scenarios.

The Authority notes that MIAL has adopted this conservative projection of traffic of 52 peak hour ATMs
for their traffic forecasts in their MY TP submission as per (iii) above.

Based on this, the likely traffic to be handled at the CSMIA in the Fourth Control Period as submitted by
MIAL is as follows:

Table 152: Projected Traffic for the Fourth Control Period as submitted by MIAL

Year

Passengers (Mn)

ATM (‘000’s)

Domestic

International

Total

Domestic

International

Total

5.2 AUTHORITY’S

FY25

38.60

14.11

52.72

250.73

81.18 331.91

FY26

33.61

11.01

44.62

214.36

63.02 277.37

FY27

31.49

9.54

41.04

200.03

54.13 254.16

FY28

32.83

9.63

42.46

207.62

54.13 261.75

FY29

38.63

9.72

48.34

243.17

54.13 297.30

EXAMINATION

CONTROL PERIOD

The Authority analyzes the CAGR of Traffic (both Passengers and ATMs) for the past Three Control
Periods as given below:

REGARDING

THE TRAFFIC FOR THE FOURTH

Table 153: Details of Passengers and ATMs for the First, Second and Third Control Periods along

with CAGR

Particulars (Mn)

FY10

FY11

FY12 FY13

FY14 Total

Domestic Pax

17.37

20.00

21.04 20.28

21.88 100.57

Domestic Y-0-Y Growth %

15.14%

5.20% | (3.61%)

7.89%

International Pax

8.23

9.08

9.70 9.93

10.34 47.29

International Y-0-Y Growth %

10.32%

6.82% 2.37%

4.13%

Total Pax

25.61

29.07

30.75 30.21

32.22 147.86

% Yearly increase

13.51%

5.78% | (1.76%)

6.65%

Five Year CAGR

5.91%

Domestic ATM

173.25

188.31
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Particulars (Mn)

FY12

FY13

FY14

Total

Domestic Y-0-Y Growth %

3.06%

(3.38%)

8.69%

International ATM

72.21

71.26

72.36

349.68

International Y-0-Y Growth %

5.14%

(1.32%)

1.54%

Total ATM

251.52

24451

260.67

1,229.16

% Yearly increase

3.65%

(2.79%)

6.61%

Five Year CAGR

3.20%

Particulars (Mn)

FY15

FY16

FY19

Domestic Pax

25.21

30.04

34.09

Domestic Y-0-Y Growth %

15.22%

19.16%

(2.18%)

International Pax

11.43

11.62

14.74

International Y-0-Y Growth %

10.54%

1.70%

8.04%

Total Pax

36.64

41.67

48.83

% Yearly increase

13.72%

13.73%

0.68%

Five Year CAGR

7.44%

Domestic ATM

220.25

232.65

1,107.77

Domestic Y-0-Y Growth %

12.73%

(0.84%)

International ATM

76.38

88.62

405.73

International Y-0-Y Growth %

3.09%

2.95%

Total ATM

296.63

321.26

1,51351

% Yearly increase

10.08%

0.18%

Five Year CAGR

4.49%

Particulars (Mn)

FY20

FYZ21

FY22

FY?23

FY24

Domestic Pax

33.57

9.84

18.56

32.72

38.50

Domestic Y-0-Y Growth %

(1.52%)

(70.69%)

88.62%

76.29%

17.68%

International Pax

12.36

1.22

3.18

11.21

14.32

International Y-0-Y Growth %

(16.15%)

(90.13%)

160.66%

252.52%

21.77%

Total Pax

45.92

11.05

21.75

43.92

52.82

% Yearly increase

(5.96%)

(75.94%)

96.83%

101.93%

20.25%

Five Year CAGR

3.56%

Domestic ATM

228.68

91.81

150.75

221.86

241.81

934.91

Domestic Y-0-Y Growth %

(1.71%)

(59.85%)

64.20%

47.17%

8.99%

International ATM

75.99

23.18

34.90

67.78

83.15

285.00

International Y-0-Y Growth %

(14.25%)

(69.50%)

50.56%

94.21%

22.68%

Total ATM

304.68

114.98

185.65

289.64

324.96

1,219.92

% Yearly increase

(5.16%)

(62.26%)

61.46%

56.01%

12.19%

Five Year CAGR

1.62%

The Authority observes that while ATM and Passenger growth was significant during the First Control
Period, it slowed towards the end of the Second Control Period and was further impacted by COVID-19
in the Third Control Period, ultimately returning to pre-COVID levels by FY?24. In this background, the
Authority feels it is pertinent to also review the current and projected airside and terminal capacities, in
order to take a holistic view of the traffic, projections submitted for the Fourth Control Period.

The Authority has also taken note of the report of International Air Transport Association (IATA) dated
9th January 2025 on Air Passenger Market Analysis for the month of November 2024, which indicate
stable passenger growth for India.
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IATA in its report dated 9" January 2025 had presented the following:

(i) The industry’s total Revenue Passenger-Kilometer (RPK) increased by 8.1% YoY in November,
continuing to exceed historical records. Available Seat-Kilometer (ASK) rose by 5.7% YoY lagging
demand growth.

(i) The Passenger Load Factor (PLF) improved by 1.9 percentage points compared to the previous year,
reaching 83.4%, an all-time high for November.

(iii) Domestic traffic overall grew by 3.1% YoY. India led the main markets this month with a 13.3% rise
in RPK. All monitored markets showed stable demand growth, although seat capacity in some areas
plateaued.

(iv) International passenger traffic for the industry surged by 11.6% YoY in November. Carriers in the
Middle East and Asia Pacific experienced higher growth, significantly contributing to global
momentum. International RPK in Asia Pacific is now just 0.5% below pre-pandemic levels.

The Authority notes the peak-hour runway movement capacity in FY 24 is 46 for the primary runway
09/27 and 36 for the secondary runway 14/32, and with a total designated passenger handling terminal
capacity of around 55 MPPA (15 MPPA in Terminal 1 and 40 MPPA in Terminal 2.

With the current airside constraints, CSMIA was able to handle 52.82 MPPA in FY 2024 at a total of
324,960 ATMs, being the highest traffic ever recorded.

However, the Authority notes MIAL’s submission on the proposed demolition and reconstruction of T1
(Refer from para 6.3.105), which would constraint the overall passenger handling capacity at terminal side.
As mentioned in para 5.1.3, the Authority notes that some of the traffic from Terminal 1 will be
accommodated at Terminal 2. On the Authority’s recommendation, MIAL commissioned a study to
estimate the designed handling capacity at Terminal 2 post capacity enhancement initiatives proposed as
part of the Fourth Control Period. This report, prepared by M/s Jacobs, estimated the revised passenger
handling capacity at Terminal 2 to be 44.79 MPPA against the current 39.56 MPPA.

With this background, the Authority notes the following observations on the traffic projections of MIAL.:

(i) The traffic projected by MIAL for FY 25 is broadly consistent with the actual traffic levels achieved
in FY 24.

(i) T1 is proposed to be demolished on Oct-25 and is expected to be completed in Sep-28. During this
period, MIAL has restricted the traffic based on the passenger handling capacity at T2. The traffic
estimated for this period is in the range of 40 MPPA to 45 MPPA, in line with the passenger handling
capacity estimated for T2 (refer para 5.2.5).

(iii) Once the reconstruction is completed, i.e., Oct-28 onwards, MIAL estimates that the traffic will
gradually ramp-up.

Based on the above, the Authority could infer that Passenger Traffic (Pax) in both India and global markets
has rebounded significantly from the pandemic-induced lows. Furthermore, current traffic levels have not
only recovered but have also surpassed pre-pandemic benchmarks. It is projected that passenger traffic
will fully realign with its original pre-pandemic growth trajectory within the next two to three years,
marking a complete recovery from the impacts of Covid-19.

Consultation Paper No. 08/2024-25 Page 148 of 349




as per the table below:

TRAFFIC FOR THE FOURTH CONTROL PERIOD

5.2.9 Based on above discussions, the Authority proposes to accept MIAL's traffic projections based on the study

Table 154: Passenger/ATM Traffic as proposed by the Authority for the Fourth Control Period

Particulars (Mn)

FY25

FY26

FY27

FY28

FY29

Total

Domestic Pax

38.60

33.61

31.49

32.83

38.63

175.16

International Pax

14.11

11.01

9.54

9.63

9.72

54.01

Total Pax

52.72

44.62

41.04

42.46

48.34

229.18

Domestic Increase %

(12.93%)

(6.31%)

4.26%

17.67%

International Increase %

(21.97%)

(13.35%)

0.94%

0.93%

Total Increase %

(15.36%)

(8.02%)

3.46%

13.85%

Particulars ('000’s)

FY26

FY27

FY28

FY29

Total

ATM- Domestic

214.36

200.03

207.62

243.17

1,115.91

ATM- International

63.02

54.13

54.13

54.13

306.58

Total

277.37

254.16

261.75

297.30

1,422.49

Domestic Increase %

(14.51%)

(6.68%)

3.79%

17.13%

International Increase %

(22.37%)

(14.11%)

0.00%

0.00%

Total Increase %

(16.43%)

(8.37%)

2.98%

13.58%

FOURTH CONTROL PERIOD

Based on the available facts and analysis thereupon, the Authority proposes the following regarding the

Traffic Projections for the Fourth Control Period:

To consider Traffic for the Fourth Control Period for CSMIA as per Table 154, which shall be trued up

based on actuals at the time of tariff determination the tariff for the Fifth Control Period.
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6. CAPITAL EXPENDITURE (CAPEX), DEPRECIATION AND REGULATORY ASSET
BASE (RAB) FOR THE FOURTH CONTROL PERIOD

6.1 BACKGROUND

6.1.1

RAB is an essential element in the process of tariff determination. The return to be provided on the RAB
constitutes a considerable portion of the Target Revenue for an Airport Operator. To encourage the
participation of the private sector in airport development and operations, investors must be fairly
compensated for the capital outlays involved. At the same time, to safeguard the interests of the airport
users, it must be ensured that the capital additions are efficient, their needs justified, and the return on
investment is provided solely on the assets related to the core operations (i.e., Aeronautical services) of
the airport.

Given this context, the Authority notes that MIAL has proposed capital expenditure for the Fourth Control
Period based on its plan to develop CSMIA Airport to increase the annual passenger throughput capacity
(domestic and international), along with ancillary facilities as per traffic demand projections.

The Authority, through its Independent Consultant, undertook a site visit to assess the capital expenditure
proposed for the Fourth Control Period. During the site visit, the Independent Consultant engaged with the
technical team of MIAL to understand the challenges in the existing airport infrastructure, traffic
estimation methodologies, and the short, medium, and long-term development plans for the Airport.

As part of the exercise, discussions were held with the design and planning teams of MIAL to understand
the scope of capital expenditure proposed by MIAL for the Fourth Control Period. These discussions
included a review of the project plan, tentative drawings, and the phasing of projects to align with projected
passenger traffic and operational needs.

The Independent Consultant conducted a physical survey of the land earmarked for new projects within
the airport premises and reviewed existing infrastructure and physical assets where upgrades and
refurbishments have been proposed. The technical feasibility, including spatial constraints and
infrastructure integration, was assessed to validate the need and alignment of these projects with the
airport’s growth plans.

Further, interactions were held with the costing team of MIAL to examine the basis of cost estimation,
including unit rates, contingency provisions, escalation factors, and benchmarking against industry
standards for similar infrastructure projects. The Authority also conducted an independent assessment of
project timelines and proposed procurement strategies. The assessment also factored in the considerations
for obtaining regulatory approval which are required for project completion.

The Independent Consultant performed an analysis of the submissions made by MIAL regarding CAPEX.
In this respect, the Independent Consultant has performed the following functions:

(i) Sought and verified various technical and study reports provided by MIAL, Drawings and Plans,
BOQs, cost estimates and break-up, detailed justification and explanation, Copies of Letter of Intent
(LOI), Letter of Award (LOA), Purchase Orders and Work Orders, etc. as applicable, provided by
MIAL.

Sought documentary evidence and verified the process of approval of CAPEX projects including
competitive bidding process for award of various work orders, where applicable, to the contractors
for such projects.
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(iii) Analyzed the reasonableness of the proposed cost with reference to the Tentative Ceiling decided by
the Authority vide order No. 7/2016-17 dated 13.06.2016 and based on the details of the rates and
quantity as per Government / Industry approved norms.

With this background, the Authority has examined the capital expenditure proposed by MIAL for the
Fourth Control Period, considering the historical traffic trends and future traffic estimates such that only
essential, reasonable and efficient CAPEX is considered as part of RAB for the Fourth Control Period with
a view to encourage the investment and maintain a balanced approach between the sustainable operations
of MIAL and the interest of the airport users. Further, the Authority, along with the necessity of the capex,
has also assessed the feasibility of implementing the proposed capex within the remaining years in the
Fourth Control Period. It is imperative that MIAL completes the proposed capex within the time frame as
otherwise the airport users would end up bearing the burden of the capex funding requirement in the form
of higher tariff, without having access to the facilities.

Towards this objective, the Authority, through its independent consultant / aviation expert, has examined
in detail the Aeronautical Capital Expenditure, Aeronautical Depreciation, HRAB and RAB submitted by
MIAL.

The Authority has sought and examined MIAL’s submission based on the following details/criteria:

(i)  Nature of the expenditure

(i) Necessity/requirement of the expenditure

(iii)  Business plan and Master plan for all projects

(iv)  Airside capacity — present and projected

(v)  Number of passengers, both at present and projected, for the Fourth Control Period
(vi) Terminal Capacity, both at present and projected for the Fourth Control Period
(vii) Other short-term and long-term plans of MIAL

(viii) Sustainability of airport operations

(ix) Passenger service considerations

(x)  Safety and security of the airport

(xi)  Process of approval and sanction for various work orders/purchase orders

Based on the above, the Authority has rationalized the capital expenditure for some of the projects based
on verification of item rates and optimization of the capacity augmentation proposed by MIAL and
accordingly proposes capital additions for the Fourth Control Period. However, if the project is mandated
by regulatory requirements or are incurred for improving operational efficiency, the Authority will true up
the costs on an actual incurrence basis, subject to evaluation of reasonableness and efficiency at the time
of determination of tariff for the next Control Period.

6.2 MASTER PLAN 2024

6.2.1

6.2.2

The Master Plan of the Airport provides the strategic framework for long-term airport growth, and the
CAPEX proposal outlines the investments needed to achieve these objectives.

As per Clause 3.5.1 of the State Support Agreement, MIAL is required to prepare and submit a Master
Plan based on realistic traffic forecasts, as assessed by an independent expert. The Master Plan shall be
updated every 10 years, provided the same can be updated at shorter intervals if the JVC finds that the
traffic growth is such as to require more frequent updates, or at such intervals as may be notified by the
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AAI or GOI or in the event the airport reaches passenger capacity, cargo capacity or other capacity
constraints.

Relevant clauses from the State Support Agreement regarding the Master Plan (Clauses 3.5.2 to 3.5.5)
Clause 3.5.2 of the SSA:

“...Within thirty (30) days of the JVC submitting to GOI the Master Plan in accordance with Clause 3.5.1
hereinabove, GOI shall provide (in writing) to the JVC any comments or suggested changes that GOl may
have vis-a-vis the Master Plan, to the extent GOI feels that such Master Plan is in breach of the provisions
set out under the OMDA and/or the parameters set out in Clause 3.5.1 hereinabove are not satisfied. In
the event GOI does not, for whatsoever reason, submit any comments and/or suggested changes to the
Master Plan in accordance with the provisions of this Clause 3.5.2, within the prescribed time limit, it
shall be deemed that GOI has no comments and/or suggested changes to the Master Plan and the Master
Plan submitted by the JVC in accordance with Clause 3.5.1 shall be deemed to be the final Master Plan,
which shall be binding on the JVC and shall regulate the operation, management and development of the
Airport in accordance with the OMDA.

Clause 3.5.3 of the SSA:

In the event GOI provides any comments and/or suggestions to the Master Plan pursuant to Clause 3.5.2
hereinabove, the JVC shall, within fifteen (15) days of receiving any such comments or suggested changes,
submit to GOI a revised Master Plan, incorporating reasonable comments and/or changes suggested by
GOl.

Clause 3.5.4 of the SSA:

Within fifteen (15) days of the JVC re-submitting the Master Plan in accordance with Clause 3.5.3
hereinabove, GOI shall provide any comments and/or suggested changes that GOl may have vis-a-vis the
revised Master Plan, to the extent GOI feels that such Master Plan is in breach of the provisions set out
under the OMDA and/or the parameters set out in Clause 3.5.1 hereinabove are not satisfied. In the event
GOl does not, for whatsoever reason, submit any comments and/or suggested changes to the revised
Master Plan in accordance with the provisions of this Clause 3.5.4, within the prescribed time limit, it
shall be deemed that GOI has no comments and/or suggested changes to the revised Master Plan and the
revised Master Plan submitted by the JVC in accordance with Clause 3.5.3 shall be deemed to be the final
Master Plan, which shall be binding on the JVC and shall regulate the operation, management and
development of the Airport in accordance with the OMDA.

Clause 3.5.5 of the SSA:

In the event GOI provides any comments and/or suggestions to the revised Master Plan pursuant to Clause
3.5.4 hereinabove, the JVC shall, within fifteen (15) days of receiving any such comments or suggested
changes, submit to GOI the final Master Plan, incorporating reasonable comments and/or changes
suggested by GOI. The Parties hereby acknowledge and agree that the final Master Plan submitted by the
JVC shall be binding on the JVC and shall govern the operations, management and development of the
Airport in accordance with the OMDA..."
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Relevant clauses from the OMDA regarding the Master Plan

As per Clause 8.3.1 of the OMDA,

“...The JVC shall prepare a Master Plan for the Airport setting out the proposed development for the
entire Airport, planned over a 20 year time horizon. The Master Plan shall include traffic forecasts for
this period and link all planned major development to these forecasts..”

Further, as per Clause 8.3.7 of the OMDA,

“...(a) All developments (Aeronautical Assets, Non-Aeronautical Assets, Transfer Assets and Non-
Transfer Assets) at the Airport shall be as per the then existing Master Plan;

(b) No development (Aeronautical Assets, Non-Aeronautical Assets, Transfer Assets or Non-Transfer
Assets) that is not envisaged in the Master Plan shall be allowed to be undertaken; and

(c) The Airport, inclusive of aeronautical and non-aeronautical developments, Aeronautical Assets, Non-
Aeronautical Assets, Transfer Assets and Non-Transfer Assets shall at all times comply with the then

>

existing Master Plan...’

The Master Plan of CSMIA was last updated in 2019. As per the Master Plan submitted in 2019, the traffic
forecast was estimated at 55 MPPA. CSMIA has surpassed 90% capacity of this target, handling 52.82
MPPA in FY 2023-24.

Accordingly, MIAL has prepared and submitted an updated Master Plan to Ministry of Civil Aviation for
their comments and review, and to AAI for information in September 2024. This Master plan of CSMIA
is prepared in compliance to section 8.3.5 of OMDA, which states:

“...the JVC hereby undertakes to submit the initial Master Plan to the AAI for its information, and to the
Ministry of Civil Aviation (“M0CA”) for its review and comments before the expiry of six (6) months from
the date of execution of this Agreement, which thereafter must be updated and resubmitted to the AAI for
its information and to the MCA for its review and comments periodically, every 10 years. Provided
however that the Master Plan shall be updated at shorter intervals, if the JVC finds that the traffic growth
is such as to require more frequent updates or for any other reasonable reason, or at such intervals as
may be notified by AAI or MCA in the event the Airport reaches passenger capacity, cargo capacity and
other capacity restraints...”

MIAL has prepared and submitted the updated Master Plan in 2024 and the main objective of the Master
Plan 2024 is for achieving and sustaining airport capacity of 65+ MPPA, 1M+ tonnage of cargo handling
and 52+ air traffic movements in peak hours.

Some of such projects identified for implementation for enabling the airport to cater to 65MPPA capacity
are as below:

(i)  Reconstruction of T1 to enhance the capacity from 15 MPPA to 20MPPA

(i) Terminal 2 NW Pier (Check in Facilities, Construction of Bus boarding Gates(V3)) Terminal T2
Expansion etc., to enhance the capacity to 45MPPA

(iii)  Additional Aircraft Parking Stands in the Southern side of RWY 09-27

(iv)  Construction of Parking Stand V2+V1

(v)  Additional Aircraft Parking stand adjacent Apron J

(vi) Construction of Airside Tunnel

(vii) Construction of Eastern taxiway (between E5 and E7) parallel to RWY 14-32
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(viii) Extension of Taxiway M

(ix) TWY West to 14-32

(x)  TWY W1 parallel TWY to 14-32 West

(xi) Construction of RET E6

(xii) Construction of RET W3

(xiii) Construction of Taxiway S

(xiv) Kerbside improvements in front of T1 and T2 etc.,

Figure 4 — Existing CSMIA Land Use Plan
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MIAL submitted updated Master plan of CSMIA to MoCA on 5th September 2024. The Authority, through
its independent consultant, directed MIAL to confirm the status of approval from MoCA, and MIAL
submitted the following:

“...Mumbai Airport had submitted updated Master plan of CSMIA to MoCA on 5th September 2024.
However, no comments have been received and hence same is deemed as approved as per provision 3.5.2
of State Support agreement. Communication to this effect has been shared with MoCA as well...”

The Authority has reviewed the capital expenditure submitted by MIAL in the context of the Airport’s
Master Plan and proposed development.

Capacity Assessment as per Master Plan 2024

As part of the Master Plan 2024, various new projects were identified to enhance operational efficiency of
CSMIA and enhancing the airport capacity with peak hour runway operations in excess of 52 ATMs and
enabling airport to cater to minimum of 65 MPPA.

As per the IMG norms, capacity creation in case of big airports with > 5 MPPA shall be from the 7th year
from Planning Year. As per Traffic Study Report, based on unconstrainted projections, if traffic continues
to grow at same pace, traffic forecast of Mumbai Metropolitan Region will reach 65.6 MPPA by 2025.
Based on constrained projections, traffic at CSMIA likely to be 60.4 MPPA by 2032 (i.e., 7" year of
planning).

Presently, the passenger handling capacity at Terminal 1 is 15 MPPA and at Terminal 2 is 40 MPPA.
MIAL as part of its Master Plan 2024 has proposed the reconstruction of Terminal 1 (majorly from safety
point of view to mitigate structural issues), with the reconstructed Terminal 1 having a capacity of 20
MPPA. MIAL has also proposed various capacity enhancements at Terminal 2 as part of the CAPEX of
the Fourth Control Period, and had engaged M/s. Jacobs to undertake a capacity assessment study. As per
the study, the following capacity enhancement initiatives are instrumental in increasing the passenger
throughput at Terminal including:

(i) A dedicated crew facility and Bus Boarding Gates in Northwest Pier Extension.
(if) Addition of Check-in desk (SBDs) at each Island.
(iii) Reconfiguration Customs Handbag Screening Facility

Post these capacity enhancement, M/s Jacobs had identified the limiting factors for each category of
passengers. For international passengers, the limiting infrastructure was noted to be immigration on
arrivals, with 6 MPPA one-way capacity or 12 MPPA two-way capacity, an increase of around 0.5 million
compared to existing capacity. For domestic passengers, security was the most constrained facility,
providing a one-way annual capacity of 16 MPPA or 32 MPPA for two-way, an increase of 2 MPPA
compared to existing capacity. Consequently, the enhanced capacity at Terminal 2 is expected to be 45
MPPA. Overall, the combined passenger handling capacity at the terminal side (T1+T2) is expected to be
65 MPPA.

Since the traffic at CSMIA is constrained due to airside, MIAL (as requested by AERA) in consultation
with AAI has engaged independent consultant NATS to undertake an airside capacity assessment, after
taking into consideration the planned CAPEX in the Fourth Control Period, and to determine potential
future peak-hour ATM.
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MIAL in its master plan has submitted that the peak hour ATMs at CSMIA grew from 42 ATMs in FY13
to 47 in FY15. With 49 ATMs, peak hour ATMs maxed out in FY17. However, starting FY18, no growth
in peak hour ATMs was observed and hence can be considered as the year when constraints finally hit the
airport. The current declared capacity of CSMIA is 46 ATM per hour. Due to available slots over the last
years, the number of movements have grown steadily with a maximum 48 to 50 movements reached in
certain hours.

As per Master Plan 2024, the hourly airport capacity is expected to increase to 52-55 ATMs, after
implementation of proposed improvements to airfield infrastructure and ATC procedures. It is also
expected that the peaks will spread further throughout the day and late night, beyond current peak periods.

NATS, in their study, have mentioned that a reduction in Arrival-Departure-Arrival spacing could increase
theoretical balanced runway demand capacity from 48 movements per hour to 52-55 movements per hour
at CSMIA. However, it is further noted that Navi Mumbai International Airport is being developed
approximately 10NM to the Southeast of CSMIA. Two parallel runways are planned, oriented in the
direction 08/26, almost parallel to 09/27 at CSMIA. There are common waypoints used by inbound and
outbound routes to both airports and as traffic increases, more arrivals and departures will be routed
through these points, leading to possible congestion and potential conflicts. NATS has recommended that
a CONORPs is produced for both airports that takes into consideration optimal usage of airspace.

MIAL, vide email dated 18th December 2024, had confirmed that the draft NATS Study Report has been
shared with the AAI ATM Team for their comments / views, being the sole ANS service provider at
CSMIA. The Authority, vide its letter dated 6™ January 2025, had also requested AAI to review / examine
the Study Report and furnish their comments / observations.

AAL, vide its letter dated 30-Jan-25 to AERA, submitted the following:

“...MIAL to coordinate with all airlines and other stake holders to ensure Air Traffic Movements (ATM)
of 44 during period of High Intensity Runway Operations (HIRO) and 42 Movements in Non-HIRO periods
with two (02) General Aviation / Non-Scheduled Flights permissible in every Non-HIRO hours. The issue
of air space congestion after any change may be addressed to.

MIAL is to ensure that all Developments (Aeronautical Assets, Non-Aeronautical Assets, Transfer Assets
and Non-Transfer Assets) at the Airport shall be as per existing Master Plan and no Development that is
not envisaged in the Master Plan shall be undertaken as per Article 8.3.7 of OMDA...”

Authority’s examination of Master Plan and capacity at CSMIA:

6.2.19 The Authority, as part of the examination, observes that:

(i) MIAL had submitted Master Plan 2024 to Ministry of Civil Aviation (MoCA) in September 2024
for their comments or suggested changes. MoCA, vide OM No. AV-24011/9/2019-AD dated
07.02.2025 has written to different Ministry/agencies/departments to bring to the notice of MoCA
by 28.02.2025 any deviation/violation of OMDA & SSA provisions.

In response to MIAL’s letter dated 28.01.2025 regarding intimation of complete closure of operations
at Terminal 1 at Mumbai Airport., MoCA vide letter no. AV-24032/41/2015-AD dated 11" February,
2025 sought clarifications from MIAL on phase wise timeline for T-1 demolition and construction,
its impact on airside facilities, Terminal side capacity addition after reconstruction of new Terminal,

Consultation Paper No. 08/2024-25 Page 156 of 349




CAPITAL EXPENDITURE (CAPEX), DEPRECIATION AND REGULATORY ASSET BASE (RAB) FOR THE
FOURTH CONTROL PERIOD

year wise (till 2030) projected demand and how it will be catered through Mumbai and Navi Mumbai
International Airport.

The Airport Operator has submitted his reply vide letter dated 24.02.2025 which is reproduced below:

(13
cee

Figure 6 — MIAL’s response letter to MoCA (1/3)

With reference to MOCA letter dated 11*" February, 2025 please refer below point-wise response for your
perusal:

(i) Detailed phase-wise timeline for T-1's demolition and construction plan:
Reconstruction of Terminal-1is estimated to be completed in 3 years. Demolition activity for
the existing Terminal-1 is planned to commence in November 2025 and construction of the
new Terminal-1 is likely to be completed by September 2028. These timelines are subject to
various approvals and stakeholder consultations.

With the demolition of existing Terminal 1 at MIAL, whether there would be any impact on
airside facilities including runways or flights would be disrupted in any manner along with
details thereof:

Reconstruction of Terminal-1 will not have any impact on airside operations (including Runway)

Terminal side capacity addition after construction of new Terminal:

The project is being undertaken by MIAL to redefine passenger experience and set an
unprecedented standard in sustainability and innovation. Once complete, the new terminal will
be able to manage 20 million passengers, annually,

Keeping in view the past traffic trend and increasing demand for air travel where Navi
Mumbai Greenfield Airport is also scheduled for commissioning this year, a tabular
statement of the projected traffic demand of Mumbai/Navi Mumbai upto year 2030 and
how it would be catered through Mumbai and Navi Mumbai Airports be furnished in both
the scenarios, (3) when existing Terminal-1 at MIAL remains operational and (b) when
existing Terminal 1 at MIAL is demolished, so as to avoid any congestion at Mumbai airport :

T1 complex consists of T1A, T1B and T1C buildings. T1 complex is built over the last 60 years,
part of T1B was constructed in 1960s, T1A in 1992 while T1C was built in 2010. It may be noted
that T1A, T1B and T1C are not complete/full-scale terminals independently. Since the terminal
building has lived its economic service life and will require frequent structural strengthening
and extensive repairs works in future, the existing Terminal-1 will be completely shut down and
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Figure 7 — MIAL’s response letter to MoCA (2/3)

is planned to be non-operational from November 2025 onwards for execution of the Terminal
1 redevelopment.

Below table shows the capacity of CSMIA and Navi-Mumbai Airport and projected demand that
will be handled by two airports for the period FY'24-25 to FY'29-30:

Capacity and
Demand FY'24-25 FY'25-26 FY'26-27 FY'27-28 FY'28-29 FY'29-30
Assessment (mppa)

MIAL T2 45
MIAL T1 - -

MIAL Capacity (T2 45
+T1) (A)

NMIA Capacity (B) 20
T;:tal Capacity (A + 65
B

MIAL Traffic
Projections

NMIA Traffic
projections
Traffic likely to be
handled by MIAL 54 57 60
and NMIAL

45 41

12 19

*Expected to be operationalized in the middle of the respective year.
Figure 8 — MIAL’s response letter to MoCA (3/3)

CSMIA is having current capacity of 55 mppa (T1 15 mn + T2 40 mn) which is almost fully
utilized. Navi Mumbai Airport is expected to be operationalized in 2025, and it will have an
initial capacity of 20 mppa. MIAL has initiated various projects which are at different stages
of implementation and these projects once completed will enhance the capacity of Terminal 2
from 40 mppa to 45 mppa.

By FY'29-30, CSMIA and Navi Mumbai Airport are expected to have a joint capacity of 115 mppa
to cater to the growing demands of Mumbai City and the Mumbai Metropolitan Region.

The final view of MoCA as on date is not known to the Authority.

(iii) As per the Master plan 2024, Terminal 1 is planned for reconstruction on account of structural defects
identified and verified by IIT Mumbai, lack of segregation of arrival and departure passengers and
capacity expansion. Accordingly, MIAL has proposed reconstruction for a passenger handling
capacity of 20 MPPA, which the Authority has reviewed and dealt with in its analysis.

MIAL (as requested by the Authority) has engaged NATS to provide an independent high-level
review of the infrastructure and forecast demand contained in CSMIA Master Plan. NATS has done
a study and has confirmed the peak hour theoretical capacity of 55 ATM’s based on its analysis
benchmarking with other busy single runway airports like Gatwick but in respect to taxiway
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infrastructure, it has stated that the “Master plan changes appear to offer significant benefits, but they
require more detailed assessment to confirm. The phasing of the taxiway infrastructure changes
should be reviewed to ensure that sufficient capacity is provided as demand grows”

As per Schedule 1, Principle 8 of the State Support Agreement,

“Master Plan and Major Development Plans: AERA will accept the Master Plan and Major
Development Plan as reviewed and commented by the GOI and will not seek to question or change
the approach to development if it is consistent with these plans. However, the AERA would have the
right to assess the efficiency with which capital expenditure is undertaken.”

AAT’s comment on the Authority’s request on the NATS study report as re-produced at the above
para 6.2.18 would show that there is no categorical viewpoint given by AAI on the recommendations
in the report but it has just mentioned Air Traffic Movements (ATM) during High Intensity Runway
Operations (HIRO) and during Non-HIRO periods, while at the same time saying that the Airport
Operator has to ensure development as per existing Master Plan as provided in the relevant article of
OMDA. It is pertinent that Schedule 1, Principle 8 of SSA has stipulated the obligation of AERA in
respect of Master Plan, the extract of which is given at above para 6.2.19(v). Hence, there is a need
for clarity on this issue by AAI.

6.2.20 In view of the foregoing, although a need has been felt for demolition and reconstruction of Terminal 1 at
CSMIA from a safety aspect, considering the air side constraints and Navi Mumbai International Airport
getting built, the Authority in the light of the factors mentioned at above para 6.2.19 would require further
clarity on the aforesaid issues based on the inputs from the stakeholders, including AAI and MoCA in
order to take an informed decision in this matter. Accordingly, in the interim, the Authority has included
the reconstruction of T1 with some area and cost rationalization in this Consultation Paper as discussed in
para 6.3.105 to para 6.3.133 . However, a final view will be taken on the basis of updated status and
comments by Airport Operator and other stakeholders on the following:

(i) NATS Study
(if) Master Plan
(iii) Requirement of T1 demolition and reconstruction

The Authority seeks stakeholder inputs on these to ensure a well-informed assessment of capacity creation
at CSMIA, in order to balance long-term traffic projections, airside constraints, and terminal expansion plans.

AUCC — MIAL has submitted that, pursuant to the provisions contained in the Authority’s (AERA)
Guidelines, stakeholders were invited to attend a consultation meeting to discuss the capex proposal above
Rs. 50 Crores planned in the Fourth Control Period. The meeting was held on 13th March 2024 and the
Project Information File with respect to planned capex projects was also shared with the stakeholders. The
minutes of this meeting is given in Appendix 1 (Refer 17.1).

6.3 CAPITAL EXPENDITURE FOR THE FOURTH CONTROL PERIOD
MIAL SUBMISSION REGARDING CAPEX FOR THE FOURTH CONTROL PERIOD

6.3.1 MIAL has proposed total capital expenditure of Rs. 17,439.38 Crores for the Fourth Control Period for
CSMIA. MIAL has provided a phasing plan and calculated the related aeronautical depreciation on these
assets, determining the closing Regulatory Asset Base accordingly. Additionally, MIAL has computed and
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sought depreciation on HRAB based on their calculations. The Authority has organized the discussion in
this chapter in the following order:

(i) Capital expenditure proposed for the Fourth Control Period

(ii) Aeronautical allocation of capital expenditure for the Fourth Control Period
(iii) Aeronautical depreciation for the Fourth Control Period

(iv) Regulatory Asset Base for the Fourth Control Period

(v) Hypothetical Regulatory Asset Base for the Fourth Control Period

MIAL’s capex proposal for the Fourth Control Period includes several projects aimed at upgrading and
enhancing the airport’s infrastructure. The primary objective of these Capex proposals is to cater to the
increasing traffic demand, improve operational efficiency and maintain compliance with regulatory and
safety standards. MIAL's Capex plan for the Fourth Control Period is divided into various categories,
including airside improvement works, passenger terminal works, ancillary building development, kerbside
improvements, and operational capital works.

The Authority, through its independent consultant / aviation expert, has undertaken a comprehensive
analysis of the Capex proposals submitted by MIAL. This analysis includes an assessment of the necessity,
feasibility, and cost-effectiveness of each proposed project, with a particular focus on ensuring that the
proposed expenditure aligns with the long-term interests of airport users and other stakeholders.

In the following sections, the Authority presents its analysis of the capex projects proposed by MIAL as
given in the table below:

Table 155: Summary of Capital Expenditure projects submitted by MIAL for CSMIA for the
Fourth Control Period
(Rs. in Crores)

Cost proposed Number of
by MIAL Projects

S. No. Particulars

1 Airport Project Capex
1A Airside Improvement Works 3,188.79
1B Passenger Terminal & Associated works 3,496.11
1.C Kerbside Improvements 280.20
1.D External Connectivity Improvements 58.87
1.E Ancillary Building Development Works 2,152.06
2 Operational / Sustaining / Minor Capex Works 3,109.48

Indexation, Technical consultancy, contingencies, pre-
3 operative cost, design cost, PMC, preliminary expenses & 5,153.85
Interest During Construction

TOTAL 17,439.38 311

6.3.5 Basis of capital expenditure considered in preparing the estimation as submitted by MIAL is as follows:

(i) Block Cost Estimate — Block Cost estimation for works / projects as included in each category of
capex is based on the Schedule of Rates published by various Departments of Govt. of Maharashtra
/ Delhi Schedule of Rates (DSR) published by CPWD / MoRTH, Govt. of India / Plinth Area Rates
(PAR) / Market rate analysis at price level valid including all necessary Taxes, duties, levies etc. as
applicable. For certain projects where applicable, cost is considered based on Contract / Work Order
/ PO/ LOA / Budgetary Quotation.
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(ii) Indexation @ 5% per annum has been considered based on the cash flow projections being made in
the respective years of the Control Period.

(iii) Soft Costs of approx. 16% covering contingencies, design cost and PMC.

(iv) Interest During Construction (IDC) — IDC is calculated on the proposed capital expenditure based
on construction phasing and capitalization of assets. The amount is calculated considering debt
funding of 70% at an interest rate of 11.93%.

AUTHORITY’S EXAMINATION REGARDING CAPITAL EXPENDITURE (CAPEX) FOR THE
FOURTH CONTROL PERIOD

6.3.6  The Authority has analyzed MIAL’s submissions regarding CAPEX for the Fourth Control Period as
submitted in the MYTP. The Authority has grouped the proposed CAPEX for the Fourth Control Period
based on the categories submitted by MIAL for evaluation along with the respective base costs as detailed
below. Further, the indexation increase based on expenditures across different years, technical
consultancies, contingencies, pre-operative cost, design cost, PMC, preliminary expenses, and IDC are
presented separately as a total for all proposed capital expenditures at the end of the table.

Table 156: Project wise CAPEX as submitted by MIAL for CSMIA for the Fourth Control Period
(Rs. in Crores)

PROJECT CAPEX PROPOSALS 9,176.04

Airside Projects 3,188.79

Runway Improvement Works

Recarpeting of RWY 09-27 148.71

Taxiway Improvement Works

Construction of Taxiway E (segment between E5 & E7),

North-East side, parallel to RWY 14-32 73.59

Construction of Taxiway M Extension (East side) 60.99

Construction of TWY W (North-West side, parallel to RWY
14-32) 161.65

Apron Improvement Works

Construction of Additional Aircraft Parking Stands (V1+V2) 113.26

Reconstruction of Apron C (Tierl) and Taxiway W6 53.16

Reconstruction of Additional Aircraft Parking Stands in the 5312
Southern side of RWY 09-27 '

Other Airside Works

Reconstruction of Perimeter Road 202.50

Construction of Airside Tunnel 894.23

Reconstruction of Airside Drain 498.80

Aircraft Maintenance Hangar 92.76

Parking Stands at NEC Hangar 120.00

Airside improvement works less than Rs. 50 Crores 716.02

Passenger Terminal Improvement & Associated Works 3496.11

Reconstruction of T1 3,129.23

Terminal 2 Expansion Project 141.88

GA Terminal Expansion 225.00

Kerbside Improvement Projects 280.21

New T1 Access Road (At-Grade) including demolition of 27.80
existing pavement

New T1 Access Road (Elevated Departure Driveway for T1) 102.48
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At-Grade Road development over existing nallah in front of
c2 T2 MLCP 81.80
External Landscape & Horticulture with Irrigation system
including new trees, transplantation of trees and removal of 49.00
trees
At-Grade Road widening for International Airport Road 19.13
D External Connectivity Improvement Project 58.87
E Ancillary Building Development Works 2,152.06
E1 Copst_ructlon of Airport Management Corporate Office 1,229.36

Building
E2 Construction of NAD Colony 282.65
Mumbai Metro Line 3: Construction of 3 Metro Stations at
E3 CSMIA 216.00
E4 Sewage Treatment Plant and associated works 16.41
E5 Development of T2 Forecourt 124.80

E6 Crew Terminal 08.70

E7 Relocation of ATC Technical Block 184.14
2 OPERATIONAL CAPEX PROPOSALS 3,109.48
2A CT Handbag X-ray 320.00
2B Full Body Scanner 69.00
2C Crash Fire Tender 50.00
2D Refurbishment of Washrooms at T2 189.00
2E Transfer Hub Initiatives at Baggage Handling Systems at T2 190.00
2F Follow the Greens 200.00
2G Self-Bag Drops at T2 222.00
2H CT-EDS 78.00
21 Operational Capex Projects less than Rs. 50 Crores 1,791.48
SUB-TOTAL (Project Capex + Operational Capex) (1+2) 12,285.52
3 SOFT COSTS 5,153.85
3A Indexation @5% as per cash flow 1,703.07 Apr-24 Mar-29
Technical consultancies, contingencies, pre-operative

3B Cost, design cost, PMC, prelimignary exp%nsesp@16% 2,238.17 Apr-24 Mar-29
3C IDC at 11.93% Cost of Debt considering 70% Debt funding 1,212.61 Apr-24 Mar-29
TOTAL (Project Capex + Operational Capex + Soft

Costs) (1+2+3) MRS
*The base cost for each project line item excludes respective indexation, technical consultancies, contingencies, pre-operative
cost, design cost, PMC, preliminary expenses and IDC which are given separately from 3A to 3C.

6.3.7 AUCC - The Authority notes that MIAL conducted an Airport Users Consultative Committee (AUCC)
meeting on 13" March 2024 with all the stakeholders and discussed the CAPEX proposals above Rs. 50
Crores planned to be undertaken during the Fourth Control Period effective from FY 2024-25 to FY 2028-
29. The meeting was attended by various aviation stakeholders including International Air Transport
Association (IATA), Federation of Indian Airlines (FIA), Maharashtra Metro Rail Corporation Limited
(MMRCL), Airline Partners, and DGCA.

As per the minutes of the meeting (Refer 17.1), the Authority observed that MIAL had broadly discussed
the following with the stakeholders:

(i) Brief about Adani airport strategy, aviation outlook and a background of CSMIA along with the
milestones achieved by the airport in last few years.
(if) Overview of the traffic forecast for the next 10 years and traffic drivers.
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(iii) Presentation on challenges and bottlenecks in the existing infrastructure
(iv) Master Plan of the Airport along with CAPEX projects proposed to be executed in the Fourth Control
Period.

6.3.9 Certain observations made by stakeholders:

(i) Federation of Indian Airlines (FIA) raised concerns about the downward trend in MIAL’s traffic
forecast methodology. They suggested that certain airlines have projected a progressive increase in
traffic, calling for an explanation of the rationale behind the current forecasts.

(i) 1ATA requested additional detailed information about the capital expenditure projects, particularly
timelines, dependencies, and benefits expected from the projects to enable more informed feedback.

(iii) 1ATA mentioned that the claims of increasing aircraft movements from 46 to 50+ ACMs per hour
must be substantiated with thorough research.

(iv) IATA also wanted to know T1 closure and re-provision impact, how the displaced demand will be
provided in T2 and the assumptions regarding relocation of airlines to Navi Mumbai International
Airport. They also wanted to understand the details of how the Fourth Control Period capital plan
specifically accounts for capacity enhancement on account of the likely completion of Navi Mumbai
International Airport in Summer 2025.

MIAL has given its responses to these observations and the same is enclosed (Refer 17.1).

6.3.10 The Authority, through its independent consultant, examined the cost estimate submitted by MIAL and
noted that they are generally based on CPWD DSR / PAR rates & MoRTH (exceptions noted to this have
been detailed in the respective sections). The Authority has the following observations:

(i) MIAL has considered 10% additional cost towards working in operational areas, in certain BOQ line
items. However, the Authority is of the view that the provision made by MIAL towards additional cost
for working in operational area is high and therefore proposes to consider the allowance for extra cost
over applicable rates for working in operational areas to the maximum allowable level, i.e. 5% as
considered in other airports, in the BOQ items where MIAL has claimed 10% additional cost for
operational area works.

(ii)MIAL has included costs for the diversion of existing utilities and infrastructure either as a lump sum
or as a percentage of the total project cost. However, the Authority observes that the percentage varies
from 2% to 10% across different projects. To ensure consistency and cost efficiency, the Authority
proposes to rationalize these costs by applying a standard rate of 2% where diversion of utilities is
deemed necessary subject to considering a lump sum in cases where the cost of utility diversion is
significantly high or disallowing the cost altogether where utility diversion is not considered essential.

(iii) MIAL has included 15% of the overall taxiway and apron costs for Airfield Ground Lighting (AGL)
in the costing estimates of airside projects. The Authority, through its independent consultant / aviation
expert, observes that AGL systems typically account for around 10% of the total taxiway and apron
costs for similar projects. This includes the cost of installation, equipment, and electrical infrastructure
required for safe ground operations. Given this industry standard, the Authority proposes considering
only 10% of the overall taxiway and apron costs towards AGL.

MIAL has included the demolition cost of existing structures as an enabling cost, where projects
involve demolition of structures. However, the Authority observes that demolition of structures
typically involves the recovery of salvageable materials, such as steel, concrete, and other reusable
components. These materials have a residual value and can be sold as scrap, generating a net inflow
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for the operator. In most cases, contractors engaged for demolition can offset their costs through the
resale of these materials, and hence the operator would not incur costs for demolition of structures.
Hence, the Authority proposes not to consider demolition costs of buildings as enabling costs in the
overall cost estimate.

MIAL has included costs for Project Management Consultancy (PMC), contingency, and indexation
within certain individual project cost estimates. Since these costs have already been proposed
separately for all projects as a whole, the Authority proposes not to include them within the individual
CAPEX projects, and has dealt with these items separately for all projects together in Paras 6.3.277 to
6.3.288.

6.3.11 The Authority, through its independent consultant, interacted with the technical team of MIAL on the
aspects of airport planning, traffic estimation, designing and its short, mid and long term impact on Airport
Economics. The Authority has considered various applicable factors such as current capacity, traffic
estimates, normative cost benchmarks, need assessment etc. together with the need for phased development
of facilities, and has rationalized the Capital Expenditure proposed.

The Authority observes that MIAL has submitted various Operational Capex Proposals under different
heads consisting of numerous sub-projects/procurements planned to be carried out over the Fourth Control
Period. The Authority notes that for certain Operational Capex Proposals, MIAL has provided POs and
BOQ:s for only a portion of the cost. For the remaining amounts, which consist of multiple line items, only
a broad level cost estimate has been submitted to justify the proposed costs. In the absence of such details,
it is not possible to assess the reasonableness of these expenses. Thus, the Authority proposes to rationalize
the capital expenditure for some of the projects / capital items at this stage. In the event that such projects
are necessary and critical to airport operations, MIAL may incur the remaining amounts and the same
would be taken into due consideration on an actual incurrence basis subject to evaluation of efficiency and
reasonableness, by the Authority, at the time of determination of tariffs for the Fifth Control Period.

The Authority has reviewed the projects proposed by MIAL (refer Table 156), with a project-wise analysis
provided in the following paragraphs. The cost mentioned represents the base cost of each item, while the
evaluation of soft costs added to the base cost.

The Authority, through its independent consultant / aviation expert, has also examined the individual line
items under each project and classified them based on the nature of the project into aeronautical, non-
aeronautical and common. The common assets were further bifurcated using the Terminal Area Ratio as
applicable. Accordingly, only the aeronautical portion of the cost has been considered as part of
aeronautical capital expenditure.

A - Airside Improvement Works (Rs. 3,188.79 Crores)

6.3.15 MIAL has proposed the following Airside Improvement Works in the Fourth Control Period in order to:
(i) create additional aircraft parking stands and associated GSE areas
(ii) increase and sustain the ATM capacity of Runway 14-32 by providing parallel taxiways
(iii) reconstruct the outlived and damaged taxiways and apron areas
(iv) ensure overall operational efficiency, airside safety and enhance airside capacity

Table 157: Summary of Projects proposed by MIAL for Airside Improvement Works (A):
(Rs. in Crores)

S.No. | Project Name | Cost proposed by MIAL
Al - Runway Improvement Works
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S. No. | Project Name Cost proposed by MIAL
Al-1 Recarpeting of RWY 09-27 148.71
A2 - Taxiway Improvement Works
AD-1 g;nstruction of Eastern Taxiway (between E5 & E7) parallel to RWY 14-
A2-2 Taxiway M Extension East Side including Taxiway bridge over Mithi river 60.99
A2-3 Taxiway West to RWY 14-32 161.65
A3 - Apron Improvement Works
A3-1 Construction of Additional Aircraft Parking Stand (V1+V2) 113.26
A3-2 Reconstruction of Apron C (Tier 1) and Taxiway W6 53.16
A3-3 Reconstruction of Additional Aircraft Parking Stands in the Southern side 5312
of RWY 09-27 '
A4 to A9 - Other Airside Works
A4 Reconstruction of Perimeter Road 202.50
A5 Construction of Airside Tunnel 894.23
A7 Aircraft Maintenance Hangar 92.76
Ab Reconstruction of Airside drain 498.80
A8 Parking Stands at NEC Hangar 120.00
A9 Aiirside Projects less than 50 Crores 716.02
TOTAL 3,188.79

73.59

Al — Runway Improvement Works
Al-1 Recarpeting of RWY 09-27 (Rs 148.71 Crores)
MIAL’s submission:

6.3.16 MIAL has proposed the recarpeting of RWY 09-27, which is the primary runway at CSMIA and used
approximately 94% of the time for aircraft operations. The last recarpeting of this runway was undertaken
in 2019, and MIAL has projected that the next round of recarpeting will be necessary in 2027, which is in
line with the typical recarpeting cycle of every 7 to 10 years for high-traffic runways.

The proposed work involves recarpeting of runway surface over an area of 3,27,983 Sgm which will consist
of three layers:

(i) One layer of 75 mm Dense Bituminous Macadam (DBM),
(if) Two layers of 50 mm Bituminous Concrete (BC).

MIAL has represented that recarpeting is essential for maintaining good riding surface and surface friction
necessary for safe aircraft operations, particularly in the monsoon season when the runway is subject to
heavy use under wet conditions. The project also includes the resurfacing of taxiways that connect to RWY
09-27 and fall under the runway clearance area.

Authority’s examination regarding recarpeting of RWY 09-27

6.3.19 The Authority, through its independent consultant / aviation expert, has examined the submission of MIAL
and is of the view that periodic recarpeting of primary RWY 09-27 is necessary to ensure the continued
safety and operational efficiency of the airport. The primary RWY 09-27 is 3,448m long and 60m wide,
and the total area is 3,27,983 sgm, considered by MIAL for recarpeting includes the primary runway,
runway shoulders on both sides, inter-section of RWY 09-27 and RWY 14-32 and the taxiways leading to
and from RWY 09-27 up to the runway strip. MIAL has proposed this recarpeting with three layers of
bituminous work, as explained in Para 6.3.17 above.
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The Authority, through its independent consultant / aviation expert, observes that, typically, recarpeting
works at other airports involve the use of only two layers of Bituminous Concrete. In line with industry
standards and practices followed at other airports, the Authority proposes to consider the cost for two layers
of BC, as against the cost for three-layers proposed by MIAL.

Based on the MoRTH analysis and considering only 2 layers of BC, the cost / sqm recomputed by the
Authority works out to Rs. 3,350 for the primary runway as against Rs 4,440 proposed by MIAL, and Rs.
2,470 for the runway shoulders as against Rs 3,850 proposed by MIAL.

Further, the Authority, through its independent consultant / aviation expert, notes that MIAL has included
costs for the diversion of existing utilities and infrastructure at 5% of the total project cost. The Authority
is of the view that this cost is very high since only the runway edge lights have to be made available for
operations during the recarpeting work, and accordingly proposes to consider only 2% as detailed in para
6.3.10(ii).

Based on the above discussions, the adjustments to Recarpeting of RWY 09-27 as proposed by the
Authority is given in the table below:

Table 158: Cost proposed by the Authority towards Recarpeting of RWY 09-27
(Rs. In Crores)

Base Cost as per
MIAL | Authority

Particulars Ref Variance Remarks

Cost rationalized considering
115.56 87.19 28.37 | only 2 layers of BC instead of 3
layers proposed by MIAL

Resurfacing of Runway -
Rigid Pavement

Cost rationalized considering 1
Resurfacing of shoulders layer of DBM & 1 layer BC
- Flexible Pavement ' instead of 3 layers proposed by
MIAL.

Diversion of Existing Lumpsum provision reduced to
Utilities & Infrastructure c 7.08 2.08 5.00 2% from 5% proposed by MIAL.

D =SuUM

Total (A:C)

148.71 106.00 42.71

6.3.24 The Authority has also referred to its decision in Order No. 35/2017-18 dated 12th January 2018 in the
matter of ‘Determination of Useful Life of Airport Assets’, which states that: “...Resurfacing & runway:
The cost of resurfacing & runway leading to restoration of original PCN value would be amortized over
5 years for the purpose of tariff computation...”

The Authority notes that MIAL has not provided sufficient evidence to indicate that the proposed
recarpeting will result in an increase in the Pavement Classification Number (PCN) of the runway, and
accordingly proposes that the recarpeting should be treated as Operation and Maintenance expenses and
amortized over a period five years as per Table 267.

Based on the above examination, the Authority proposes to consider Rs. 106.00 Crores for Recarpeting of
RWY 09-27.

Consultation Paper No. 08/2024-25 Page 166 of 349




CAPITAL EXPENDITURE (CAPEX), DEPRECIATION AND REGULATORY ASSET BASE (RAB) FOR THE
FOURTH CONTROL PERIOD

A2 Taxiway Improvement works
A2-1 Construction of Eastern Taxiway (between E5 & E7) parallel to RWY 14-32 (Rs 73.59 Crores)
MIAL’s submission

6.3.26 MIAL has submitted that full-length parallel taxiways are currently unavailable on both the eastern and
western side of RWY 14-32. As a result, its peak hour ATM capacity (35 ATMs per hour) is significantly
lower compared to RWY 09-27 (46 ATMs per hour). This limitation causes considerable congestion and
flight delays whenever the primary RWY 09-27 is closed for maintenance or due to adverse weather
conditions. Additionally, on the eastern side, aircraft’s operating to and from T2 are required to backtrack
on RWY 14-32, resulting in increased fuel consumption.

In view of the above, MIAL proposes to construct Taxiway E (29,989 Sqm) to reduce Runway Occupancy
Time (ROT) for aircrafts landing on RWY 32 and proceeding towards T2 apron. This project was approved
by the Authority in the Third Control Period, but MIAL could not execute the project due to external
dependencies. MIAL has now proposed this in the Fourth Control Period.

Figure 9 — Proposed location of Eastern Taxiway (between E5 & E7) parallel to RWY 14-32 (labeled

-

Authority’s examination regarding construction of Eastern Taxiway (between E5 & E7) parallel to
RWY 14-32

6.3.28 The Authority, in its examination through the Independent Consultant, noted that the project is needed for
improving the airside operations at CSMIA. However, the Authority notes that this construction is
dependent on the following enabling works:

(i) Relocation of the ATC Technical Block,
(ii) Relocation of the pump house, water tank, cargo sheds, and cargo buildings.

The Authority observes that the relocation of the ATC Technical Block is contingent on the conclusion of
ongoing discussions with AAL. This dependency is critical, as the relocation is a prerequisite for executing
this project. Given that the ATC Technical Block falls under the purview and operational control of AAI,
its relocation is outside the immediate control of the Airport Operator.

In view of these external dependencies, the Authority proposes not to consider this project cost at this stage
as part of additions to RAB. If the project is commissioned and put to use in the fourth control period, the
same will be considered based on incurrence, at the time of true up, subject to evaluation of efficiency and
reasonableness.
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A2-2 Taxiway M extension (East side) including Taxiway bridge over Mithi river (Rs 60.99 Crores)
MIAL’s submission

6.3.31 MIAL has proposed extending the existing taxiway M to link it with the physical beginning of RWY 27,
including the construction of a bridge over the Mithi river. The proposed Taxiway M extension will create an
additional holding area for aircraft from Apron of T2 entering Runway 27. It will be designed for Code F
aircraft.

Authority’s examination regarding Taxiway M extension (East side) including Taxiway bridge over
Mithi river

The Authority notes that this project was allowed in the Third Control Period only on an incurrence basis,
considering the external dependencies like acquisition of land and the need for vacation of encroachments
from the vicinity of RWY 09-27.

The Authority also observes, based on the physical site inspection, that these encroachments still remain
to be shifted from the vicinity of RWY 09-27 as can be seen from Figure 10.

Figure 10 — Closer view of the land required for construction of Taxiway M extension (East Side)
including Taxiway bridge over Mihi river (labeled 1-2)

B o .

6.3.34 Inview of these external dependencies, the Authority proposes not to consider this project cost at this stage
as part of additions to RAB. If the project is commissioned and put to use in the Fourth Control Period, the
same will be considered based on incurrence, at the time of true up, subject to evaluation of efficiency and
reasonableness.

A2-3 Taxiway West to RWY 14-32 (Rs 161.65 Crores)
MIAL’s submission

6.3.35 MIAL has submitted that full-length parallel taxiways are currently unavailable on the western side of
RWY 14-32. The aircrafts operating from T1 apron and Kalina (Western side) are required to cross active
RWY 14-32. Further, large aircrafts landing using RWY 32 are required to backtrack, increasing Runway
Occupancy Time (ROT) and defeating the objective of achieving environmental sustainability.

In view of the above, MIAL proposes to construct Taxiway W (1,04,301 Sgm) to reduce ROT, and also to
function as a buffer area during departure peaks, freeing up space on the congested domestic apron (i.e.
T1 apron).
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6.3.37 MIAL submitted a cost estimate of Rs. 161.65 Crores for construction of Taxiway West to RWY 14-32.
The taxiway area considered by MIAL is 59,649 sgm of rigid pavement and 44,652 sqgm of flexible
pavement for shoulders.

Authority’s examination regarding Taxiway West to RWY 14-32

6.3.38 The Authority notes the importance of this project in enhancing operational efficiency, particularly during
the use of Runway 14-32 and for aircraft utilizing the Apron near T1.

6.3.39 The Authority notes the following observations regarding the cost proposed by MIAL:

(i)

(i)

(iii)

(iv)

MIAL has included a 10% mark-up on costs for working in operational areas. The Authority is of
the view that the provision made by MIAL is high and therefore proposes to revise the extra cost
over approved rates for working in operational area to 5% as detailed in para 6.3.10(i) on the BOQ
items on which MIAL has claimed 10% additional cost.

MIAL has included costs for the diversion of existing utilities and infrastructure at 5% of the total
project cost. The Authority is of the view that this cost is very high and hence proposes to include
lumpsum provision as detailed in para 6.3.10(ii).

MIAL has included a 15% mark-up on cost for AGL. The Authority is of the view that the provision
made by MIAL is high and therefore proposes to revise cost for AGL area to 10% as detailed in para
6.3.10(iii) on the BOQ items on which MIAL has claimed 15% additional cost.

MIAL has included the cost of constructing a portion of the compound wall, which is also separately
included in Project A9-16. To avoid duplication, the Authority proposes not to consider this cost as
part of this project.

6.3.40 The Authority further notes that MIAL is proposing a parallel taxiway with a length of approximately
1,800m with four connections to RWY 14-32. Out of these, three connections are proposed within the land
available with MIAL, and one connection at the end of RWY 14-32 is proposed on the land currently under
encumbrance. After a review of the land requirements as part of the site visit, the Authority observed that
a significant portion of the project can be carried out at present, except for approximately 200m of taxiway
connection as explained above, which is contingent upon removal of encumbrance. The Authority further
notes that this portion of 200m is only proposed as a redundant and additional parking space for one aircraft
queuing for take-off while using RWY 14-32, and notes that the rest of the taxiway can be made operational
even without this strip. Considering this, the Authority proposes to only consider 90% of the project cost
after making the aforementioned adjustments to cost.
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6.3.41 Based on the above, the cost estimate proposed to be considered by the Authority is given in table below:

Table 159: Cost proposed by the Authority towards Taxiway West to RWY 14-32
(Rs. In Crores

Base cost as per

MIAL | Authority | /a"'ance Remarks

Particulars Ref

Revision of costs for working in
operational areas from 10% to 5%.
Demolition cost of buildings /
structures not considered for 10
buildings of G+2 concrete
structures, and a slum area covering
20 sgm.

Enabling Cost —
Demolition

Enabling Cost - New
Construction of
Compound Wall

Compound wall separately
considered in project A9-16.

Revision of costs for working in
operational areas from 10% to 5%
and for AGL from 15% to 10%.
Revision of costs for working in
operational areas from 10% to 5%
and for AGL from 15% to 10%.

New Construction -
Rigid Pavement

New Construction -
Flexible Pavement

Diversion of Existing
Utilities & E : . . Lumpsum provision considered.
Infrastructure

F=
Total SUM
(A:E)
5 -

90% of the project G=F*

cost as explained 90% 113.78
above

6.3.42 The Authority, through its Independent Consultant, has verified the rates adopted for computing the cost
and found it to be in accordance with CPWD DSR and MoRTH rates and thus proposes considering
Rs.113.78 Crores (i.e., 90% of Rs.126.42 Crores) for this project in this control period.

A3 Apron Improvement Works
A3-1 Construction of Additional Aircraft Parking Stand (V1+ V2) (Rs 113.26 Crores)
MIAL’s submission

6.3.43 MIAL has proposed the construction of additional parking stands, associated GSE areas and Taxiway Z
extension adjoining T2. This is expected to meet the increasing demand of overnight halt by Indian domestic
carriers, and for additional flights by foreign carriers during peak periods at night.

Authority’s examination regarding construction of Additional Aircraft Parking Stand (V1+ \VV2)

6.3.44 The Authority notes the need for this project to meet demand for aircraft parking stands. MIAL had
proposed the construction of Parking stand V1, V2 & V3 in the Third Control Period. The Authority had
allowed the proposal for the construction of Parking Stand VV2 and V3, but deferred the construction of V1
stand as the land was not readily available. The Authority observes that MIAL has constructed parking
stand V3 during the Third Control Period but was unable to construct parking stand V2 due to non-
availability of land.
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The land identified for the proposed construction of parking stands V1 and V2 was previously occupied
by the structures and buildings of AT Assets Holding Limited (“AIAHL”). MIAL has now taken over the
possession of these buildings and structures by compensating AIAHL for the book value of Rs 23.39
Crores (Refer Project A9-26 which is considered as an enabling cost). For this purpose, MIAL has executed
a Handing Over and Taking Over Note (“HOTO Note™) dated 12" January 2024 with AIAHL. These
existing buildings / structures have been subsequently demolished to enable the construction of these
parking stands. The Authority has also physically inspected the availability of land through the site
inspection conducted by the independent consultant.

The Authority notes that MIAL has issued the work order for construction of parking stand V2 at a cost of
Rs 34.92 Crores.

The Authority notes the following observations on cost proposed by MIAL for construction of parking
stand V1 over a total area of approx. 50,269 sqm:

(i) MIAL has included a 10% mark-up on costs for working in operational areas. The Authority is of
the view that the provision made by MIAL is high and therefore proposes to revise extra cost over
approved rates for working in operational area to 5% as detailed in para 6.3.10(i) on the BOQ items
on which MIAL has claimed 10% additional cost.

(i) MIAL has included costs for the diversion of existing utilities and infrastructure at 5% of the total
project cost. The Authority is of the view that these costs are high and proposes to consider a lump
sum amount as detailed in para 6.3.10(ii).

(iii) MIAL has included the cost of constructing a portion of the compound wall, which is again separately
included in Project A9-16. To avoid duplication, the Authority proposes to not consider the cost
under this project.

(iv) MIAL has included the demolition cost of existing structures as an enabling cost. The authority
proposes not to consider these as detailed in para 6.3.10(iv) on the BOQ items.

Based on the above, the cost estimate proposed to be considered by the Authority is given in the table
below:

Table 160: Cost proposed by the Authority towards Construction of Additional Aircraft Parking
Stand (V1+V2)
(Rs. In Crores)

Base Cost as per
MIAL | Authority

Particulars Variance Remarks

Parking Stand V1

Revision of costs for working
in operational areas from 10%
to 5%. Demolition costs of
Enabling Cost - buildings / structure not
Demolition ' ' ' considered for 4 buildings of
concrete structure and for the
steel truss structure access gate
to cargo.

Enabling Cost - New New construction of compound
Construction of . . wall considered separately in
Compound Wall project A9-16.

New Construction - Revision of costs for working
Rigid pavement ' in operational areas from 10%
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Base Cost as per .
MIAL | Authority | ¥2rance Remarks
to 5% and for AGL from 15%
to 10%.

Lumpsum provision

Particulars

Diversion of existing D 137 05 0.87

utilities & infrastructure considered.
E =SUM
Total - V1 (A:D) 78.34 63.48 14.86
Parking Stand V2 F 34.92 34.92 -
Total - V2 G=E+F 113.26 98.40 14.86

Based on awarded cost

6.3.49 The Authority, through its Independent Consultant, has verified the rates adopted for computing the cost
and found it to be in accordance with the CPWD DSR and MoRTH rates and accordingly proposes
considering Rs. 98.40 crores for this project in this control period.

A3-2 Reconstruction of Apron C (Tier 1) and Taxiway W6 (Rs. 53.16 Crores)
MIAL’s Submission

6.3.50 MIAL has submitted that Apron C (Tier 1 and Tier 2) is situated in front of T1 and is the busiest apron in
CSMIA having 3 Tiers of Parking stands. Tier 1 and Tier 2 of Apron C are made of Pavement Quality
Concrete (PQC). These aforementioned Tiers have served the design life and are severely damaged, having
developed signs of serious deterioration and full depth cracks, leading to safety issues.

To address this issue, MIAL proposed for reconstruction of Tier 1 and Tier 2 of Apron C to ensure the
airside operations safety and submits that this apron after reconstruction will meet Code E and Code F
compliance.

Authority’s examination regarding reconstruction of Apron C (Tier 1) and Taxiway W6

6.3.52 The Authority notes that this project was already approved in the Third Control Period and a part of the
Tier 2 was constructed by MIAL. The Authority observes that the balance portion of Tier 2 (which could
not be constructed to keep Taxiway W6, which is in between Tier 1 and Tier 2, operational) along with
Tier 1, is now proposed for reconstruction.

6.3.53 The Authority notes that the reconstruction is required to ensure operational safety at airside. This
reconstruction involves rigid pavement of 16,271 sqm for taxiway and 12,606 sgm for Apron.

6.3.54 The Authority notes the following observations regarding the cost proposed by MIAL:
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(i) MIAL has included a 10% mark-up on costs for working in operational areas. The Authority is of
the view that the provision made by MIAL is high and therefore proposes to revise extra cost over
approved rates for working in operational area to 5% as detailed in para 6.3.10(i) on the BOQ items
on which MIAL has claimed 10% additional cost.

(i) MIAL has included a 15% mark-up on cost for AGL. The Authority is of the view that the provision
made by MIAL is high and therefore proposes to revise cost for AGL area to 10% as detailed in para
6.3.10(iii) on the BOQ items on which MIAL has claimed 15% additional cost.

(iii) MIAL has included a provision for miscellaneous works at 15% of pavement cost. Since all relevant
costs have already been factored in cost estimate, the Authority proposes not to include these costs.

(iv) MIAL has included costs for the diversion of existing utilities and infrastructure at 10% of the total
project cost. The Authority is of the view that since this work is of reconstruction and not expected
to have any diversion of utilities. The Authority hence proposes not to include these costs.

6.3.55 Based on the above, the cost proposed to be considered by the Authority is given in the table below:

Table 161: Cost proposed by the Authority for Reconstruction of Apron C (Tierl) and Taxiway
W6
(Rs. In Crores)

Base Cost as per
MIAL | Authority

Particulars Variance Remarks

Revision of costs for
Enabling Cost - working in operational areas
Demolition 6.86 5.83 1.03 from 10% to 5% and for
AGL from 15% to 10%.
New Construction - Revision of costs for AGL
Rigid Pavement 366 3342 3.18 from 15% to 10%.
Miscellaneous costs No miscellaneous works
relating to construction 5.49 5.49 | expected being

of pavement reconstruction of Apron.
Not considered necessary
D 4.21 4.21 | being a reconstruction
project.

Diversion of existing
utilities & infrastructure

Total E=SUM(A:D) 53.16 39.25 13.91

6.3.56 The Authority, through its Independent Consultant, has verified the rates adopted for computing the cost
and found it to be in accordance with the CPWD DSR and MoRTH rates and thus proposes considering
Rs.39.25 crores for this project in this control period.

A3-3 Reconstruction of Additional Aircraft Parking Stands in the Southern side of RWY 09-27 (Rs
53.12 Crores)

MIAL’s Submission

6.3.57 MIAL submits that there is increasing demand for parking stands from various airlines and there is
requirement of 155 stands against 114 stands present available (17 stands out of existing 131 stands are
occupied by disabled Aircrafts and cannot be used actively).

Further, presently, the GA Apron on the southern side of RWY 09-27 is being used by GA Aircrafts.
Aircraft parked in this apron infringe the Obstacle Limitation Surface (OLS) and the GA hangars adjacent
to this Apron also infringe the OLS. The DGCA has granted only temporary exemption and this needs to
be rectified immediately.
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6.3.59 MIAL has submitted that the lease term of the GA Hangars expired in the month of September 2024, and
that action has been initiated by MIAL for shifting/relocating these GA hangars to Navi Mumbai
International Airport. Consequently, MIAL proposes constructing additional parking stands (6 code C and
14 Code B) on the southern side of RWY 09-27 in the existing GA Apron after removing the GA Hangars.

Figure 13 — Proposed location of Reconstruction of Additional Aircraft Parking Stands in the
Southern side of RWY 09-27 (labeled 1-19)

Authority’s examination regarding Reconstruction of Additional Aircraft Parking Stands in the
Southern side of RWY 09-27

6.3.60 The Authority notes that this project was approved in the Third Control Period for Rs 15.11 Crores. MIAL
has now proposed to develop the entire GA apron on the southern side of Runway 09-27 (including existing
hangars) of 47,666 sgm with rigid pavement, to be used as additional parking stands.

6.3.61 Considering the need for the additional parking stands and MIAL’s submission that the Hangars will be
vacated, the Authority notes that the site will be available for construction. Accordingly, Authority
proposes to consider this project in the Fourth Control Period.

6.3.62 The Authority notes the following observations regarding the cost proposed by MIAL:

(i) MIAL has included a 10% mark-up on costs for working in operational areas. The Authority is of
the view that the provision made by MIAL is high and therefore proposes to revise extra cost over
approved rates for working in operational area to 5% as detailed in para 6.3.10(i) on the BOQ items
on which MIAL has claimed 10% additional cost.

(if) MIAL has included a 15% mark-up on cost for AGL. The Authority is of the view that the provision
made by MIAL is high and therefore proposes to reduce the cost for the AGL area to 10% as detailed
in para 6.3.10(iii) on the BOQ items on which MIAL has claimed 15% additional cost.

(iii) MIAL has included the demolition cost of existing structures as an enabling cost. The authority
proposes not to consider these as detailed in para 6.3.10(iv) on the BOQ items.

6.3.63 Based on the above, the cost proposed to be considered by the Authority is given in the table below:
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Table 162: Cost proposed by the Authority for Construction of Additional stands on southern side
of RWY 09-27
(Rs. In Crores)

Base Cost as per

MIAL Authority Variance Remarks

Particulars

Enabling Cost — Demolition of buildings / hangar
P 7.36 - 7.36 .

Demolition sheds not considered.

Revision of costs for working in

New Construction operational areas from 10% to

- Rigid Pavement ' 5% and for AGL from 15% to

10%.

C =SUuM
Total (A:B) 53.12 41.95 11.17

6.3.64 The Authority, through its Independent Consultant, has verified the rates adopted for computing the cost
and found it to be in accordance with the CPWD DSR and MoRTH rates and accordingly proposes
considering Rs. 41.95 Crores for this project in this control period.

Other airside projects
A4 — Reconstruction of Perimeter Road (Rs 202.50 Crores)
MIAL’s submission

6.3.65 MIAL has stated that the Perimeter Road at CSMIA comprises of a bituminous pavement, which is prone
to damage during monsoon. Over the years, due to wear and tear, this Perimeter Road has significantly
degraded. This has led to severe safety issues. There are numerous incidents of near-miss accidents by
GSE vehicles, which have damaged nearby properties. Further the poor condition of the roads causes great
damage to the airside and GSE vehicles. MIAL also submits that various complaints are received from
Airlines especially during Monsoon period and has also provided a copy of few letters to the Authority.
To ensure airside safety, MIAL proposes to reconstruct the existing bituminous Perimeter Road as
Pavement Quality Concrete (PQC) roads, with proper crust layers to ensure longevity.

Further, due to certain proposed modifications at airside (addition of Parallel Taxiway, Aprons, etc.), re-
alignment of the Perimeter Roads is also proposed in certain areas.

MIAL has submitted that stretches which are expected to be permanent in nature are proposed to be
constructed with PQC (approx. 1,39,060 Sgm) and stretches where other airside infrastructure is expected
to come up in subsequent phases as per the Master Plan are proposed to be constructed with bituminous
layers (approx. 60,900 Sgm).

Authority’s examination regarding reconstruction of Perimeter Road

6.3.68 The Authority notes that this project was earlier approved in the Third Control Period, and MIAL has only
undertaken the portions where immediate reconstruction was required. It