
 

 

 

F. No. AERA/20010/MYTP/MAFFFL/FF/Mum/2014-15 

Consultation Paper No. 17/2014-15 

 

 

 

 

 

 

Airports Economic Regulatory Authority of India 

In the matter of Determination of Fuel Infrastructure Charges  

submitted by Mumbai Aviation Fuel Farm Facility Private 

Limited at CSI Airport, Mumbai for the first Control Period 

(01.04.2014 – 31.03.2019) 

 

 

New Delhi: 19th February, 2015 

 

AERA Building 
Administrative Complex 

Safdarjung Airport 
New Delhi - 110003 

http://www.google.co.in/url?sa=i&rct=j&q=preamble+of+india&source=images&cd=&cad=rja&docid=WvCVnJPqnTLAtM&tbnid=wDh0BxBXoGUFDM:&ved=0CAUQjRw&url=http://www.pardaphash.com/news/even-home-ministry-doesnt-know-countrys-official-name/677234.html&ei=VaksUZnDLcnwmAWfhoCIDw&bvm=bv.42965579,d.bmk&psig=AFQjCNEBrNcATlKsQVQqlrX6YdFQFp6n_w&ust=1361967777077162


 

 

 

1. The Mumbai Aviation Fuel Farm Facility Private Limited (MAFFFL), vide their letter dated 
14.11.2014, has approached this Authority seeking interim tariff approval for Fuel 
Infrastructure charges (FIC) in respect of providing the Fuel Storage and Handling 
services at CSI Airport, Mumbai 

2. Brief facts of the case are as under: 

2.1. Pursuant to the meeting of the National Facilitation Committee (NFC), at New Delhi 
on 09th March 2009 and Mumbai on 15th April 2009, chaired by Cabinet Secretary, 
GOI, aimed at resolving issues related to development of Chhatrapati Shivaji 
International Airport (CSIA) including the oil facilities at CSIA, it was decided that a 
joint venture company (JVC) would be constituted comprising of all the Oil Public 
Sector Undertakings (PSU) namely Indian Oil Corporation Limited (IOCL), Bharat 
Petroleum Corporation Limited (BPCL, Hindustan Petroleum Corporation Limited 
(HPCL) and Mumbai International Airport Private Limited (MIAL) for the purpose of 
managing the current aviation fuel facilities and creating an integrated eviction fuel 
facility at CSIA on open access model. Based on the decisions taken in the aforesaid 
meeting, a MoU was executed between Oil PSUs and MIAL on 30th September 2010. 
The new integrated fuel facility is envisaged to be a crucial step towards airport 
development.  

2.2. In line with above, the JVC, Mumbai Aviation Fuel Farm Facility Private Limited 
(MAFFFL), will take over the current Fuel facilities and construct an integrated fuel 
farm along with necessary hydrants within a reasonable time. The License 
Agreement signed between MAFFFI and MIAL, for MAFFFL to operate the 
Integrated Facilities, is valid up to 2nd May 2036.  

2.3. MAFFFL has stated that currently all the Oil PSUs namely HPCL, BPCL and IOCL are 
operating from their respective facilities located at Sahar and Santacruz areas on 
the land provided by CSIA. The planned integrated Fuel Farm Facility will operate 
from a single point (i.e., at the site of the existing facilities of IOCL and HPCL near 
the Domestic terminal 1A, Santacruz) to bring in the efficiencies of the integrated 
operations. MAFFFL has stated that the existing facilities acquired from the Oil PSUs 
will be disposed-off once the Integrated Fuel Farm is operational. 

2.4. MAFFFL has also submitted that they have received the approval of the Competition 
Commission of India (CCI) on the proposed transaction vide order dated 29th 
September 2014. 

3. Transaction Structure 

3.1. MAFFFL has submitted that after signing of the MOU, an Executive Committee (EC) 
was constituted comprising of representatives of all the three Oil PSUs and MIAL, 
which was tasked to conclude all the agreements between MIAL, Oil PSUs and 
MAFFFL and also decide on the various steps to operationalize MAFFFL. The Share 
Purchase and the Share Holders Agreements between the four shareholders (IOCL, 
BPCL, HPCL and MIAL) was signed on 6th March 2014.  

3.2. MAFFFL has submitted that MIAL is granting MAFFFL the rights to design, develop, 
finance, operate and manage the Fuel Farm and to contract with third parties to 
undertake the functions of MAFFFL at CSIA by way of License Agreement. Further, 
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MAFFFL has stated that the existing aviation fuel assets including the hydrant 
system of all the parties, at CSIA will be transferred to MAFFFL by way of Transfer 
Deed. 

3.3. MAFFFL has stated that as per the MoU, the transfer of all the rights, titles and 
interests in all the assets comprising the existing facilities from Oil PSUs and MIAL to 
MAFFFL will be done for a consideration equivalent to the replacement cost less 
depreciation of the existing facilities as agreed to between the shareholders.  

3.4. MAFFFL has stated that the ownership of pipelines connecting the refineries to 
aviation fuelling stations of the Oil PSUs integrated facility shall remain with the 
respective oil companies as per para 1.2.15 of the MoU.  

3.5. As agreed to by the EC members the replacement value of the current fuel farm 
facilities of Oil PSU's at CSIA, Mumbai was ascertained by Engineers India Ltd (EIL). 

3.6. The replacement value as ascertained by ElL was depreciated based on life of 
facility, to arrive at the compensation to be paid by the MAFFFL to the PSUs.  

3.7. It was also agreed that MAFFFL will reimburse cost incurred by MIAL till date, 
pertaining to fuel hydrant system at CSI Airport. This was envisaged under the MOU 
as MIAL had to commission the integrated terminal based on certain timeline and 
could not have waited for MAFFFL to operationalise and start the project. 

3.8. MAFFFL has further submitted that based on an agreement between the EC 
members, Ernst &Young (E&Y) was engaged to prepare a feasibility report for the 
integrated fuel facility which included the computation of the Fuel Infrastructure 
Charge (FIC), based on this Authority’s regulatory approach. 

3.9. Exercising its rights under the license agreement (signed with MIAL), the EC in a 
meeting dated 3rd May 2013 decided that MAFFFL, through a public tender will 
appoint a Fuel Farm Operator for managing the Fuel Farm Operations and two 
independent Into Plane (ITP) service providers for managing the ITP operations at 
CSIA. MAFFFL subsequently floated the tender for appointment of ITP Operators on 
10th April 2014.  

3.10. Bharat Stars Services Private Limited (BSSPL) and Indian Oil Skytanking 
Limited (IOSL) were selected as the two parties for providing ITP Operations at CSIA 
for a period of 10 years.  

3.11. As regards the Fuel farm operator, MAFFFL has stated that Public tender for 
selection of the Operator been floated on 18th to be finalized in December 2014. 
The period of contract for the fuel farm operations shall before a period of 5 years. 

4. Facility details 

4.1. MAFFFL has submitted that upon taking over the assets from the Oil PSUs, MAFFFL 
will be responsible for uninterrupted operations at the existing facilities situated at 
different areas in Mumbai Airport. Further, they will also simultaneously start the 
construction of the Integrated Fuel Farm at the identified site near the existing 
facilities of IOCL and HPCL near the domestic terminal 1A, Santacruz.  

4.2. MAFFFL has stated that the Integrated Fuel Farm will be built on an area of 
approximately 30,000 square meters and will have a static storage capacity of 
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47,500 kilolitres of ATF. The facility will be ready for Operations by the end of FY 
2018. The existing facilities acquired from the Oil PSUs will be disposed-off once the 
Integrated Fuel Farm is operational. 

5. Revenue and Cost: 

5.1. As regards Revenues and costs of the subject facility, MAFFFL has submitted that 
they will charge the Fuel Infrastructure Charge from the fuel suppliers as approved 
by this Authority.  

5.2. Additionally, the suppliers will pay the ITP fee as approved by this Authority to the 
third-party ITP operators appointed by MAFFFL.  

5.3. MAFFFL will also get a revenue share by way of sub-concession fee from the third-
party ITP operators. 

5.4. MAFFFL has stated that in accordance with the MoU the license fee/ lease rent for 
the land underlying the existing facilities transferred to MAFFFL, shall be paid by 
MAFFFL to MIAL.  

5.5. Further, all that other operating costs associated with the Fuel Farm operations will 
be borne by MAFFFL. 

6. Tariff Determination 

6.1. The supply of fuel for aircrafts at a major airport is an aeronautical service as per the 
AER Act, 2008. MAFFFL has accordingly submitted the instant proposal to this 
Authority seeking approval of the Fuel Infrastructure charges for services being 
rendered from their fuel farm facility. 

6.2. MAFFFL have for the purpose of the MYTP/ATP filing worked out the methodology 
of determining/calculating Aggregate revenue Requirement (ARR) as prescribed in 
the Authority’s Airports Economic Regulatory Authority of India (Terms and 
Conditions for Determination of Tariff for Cargo Facility, Ground handling and 
Supply of Fuel to the Aircraft) Guidelines 2011 [CGF Guidelines]. 

6.3. MAFFL has submitted that based on the Regulatory Building Blocks approach in the 
CGF Guidelines, they have arrived at a Fuel Infrastructure Charge of Rs.826/KL of 
fuel stored and handled in the facility (as computed in the feasibility study by E&Y).  

7. MAFFFL in their letter dated 14.11.2014 has submitted that they are expected to 
commence commercial operations by 24th November 2014 and will seek the financial 
closure for the project. MAFFFL had vide the above letter requested this Authority to 
grant interim approval for an interim tariff of Rs.826/KL for providing the Fuel Storage 
and Handling services at the Facility till the final order by AERA is received on MAFFFL's 
MYTP, which would enable MAFFFL to address the working capital issues, achieve the 
financial closure one would also enable MAFFFL to provide uninterrupted services to its 
customers. MAFFFL also submitted that any changes in the final tariff as per the AERA 
final order shall be complied with and any under-recovery or over-recovery shall be 
adjusted subsequently. 

8. MAFFL also submitted that stakeholder consultations with various customers for their 
services and tariff will be held and will be incorporated in the detailed MYTP that shall 
be submitted shortly to the Authority for its approval. 
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9. Further, MAFFL vide their submission dated 12.12.2014 reiterated their request for the 
interim tariff approval stating that they are ready to start the commercial operations 
and awaiting the approval of an interim tariff of Rs.826/KL for providing the Fuel Storage 
and Handling services at the Facility, till the final order by AERA is received on MAFFFL's 
MYTP. MAFFFL has further submitted that : 

9.1. The revenues are required by MAFFFL to start the operations and the only source of 
revenue to MAFFFL is by way of the fuel infrastructure charges to be collected from 
the Suppliers. MAFFFL stated that with the transfer of existing facilities by the Oil 
PSU to MAFFFL, it shall be the responsibility of MAFFFL to operate the so me so that 
the airport operations are not affected. 

9.2. MAFFFL is ready to commence operations and starting of operations with interim 
tariff will help MAFFFL in overcoming the working capital requirements and financial 
closure of the project. 

9.3. MAFFFL reiterated their submission regarding the approval by the Competition 
Commission of Indio (CCI) to the combination.  

10. Further, MAFFFL also submitted that for the financial closure of the project, a lead 
arranger has already been appointed by MAFFFL and that the MYTP, under preparation 
shall be submitted for Authority's consideration after the stakeholder consultation, 
before end of December 2014. 

11. Further, vide their submission dated 19.12.2014, MAFFL reiterated their request for an 
interim approval of the tariffs and apprised the Authority regarding the stakeholder 
Consultation held on 17.12.2014 with the users of the facility (PSU Oil Marketing 
Companies) wherein inter alia, the Consultation on the interim tariff for fuel 
infrastructure charges (FIC) of INR 826/KL was also discussed.   

11.1. It is noted from the minutes of the stakeholder consultation that MAFFL sought an 
interim approval of the tariff of Rs.826/KL, calculated by E&Y based on the AERA's 
regulatory building block approach and the same was subsequently discussed and 
approved by the respective boards of all the Oil PSUs. It is also noted from the 
Minutes that MAFFFL has informed the stakeholders that it is working on the 
revised calculations to arrive at a final price for FIC and are preparing the MYTP to 
be submitted to AERA and that MAFFFL will organize another stakeholder 
consultation process to discuss the revised price proposed in their MYTP. 

11.2. The stakeholders in the Consultation Meeting (Oil PSUs) have stated that any rate 
approval (apart from the already approved FIC of Rs. 826/KL) would require a 
separate approval from respective managements of the Oil PSUs. Further, the 
stakeholders have also stated that the rate arrived as per the E&Y feasibility report 
for FIC has already been considered and approved by the respective boards and 
presently the services at this rate are acceptable to the Oil PSUs. They also stated 
that on submission of the revised tariff Oil PSUs will seek relevant justifications for 
the revision and a separate approval for the same shall be sought from respective 
managements. 

11.3. MAFFFL in response to the stakeholders comments has submitted that it will 
provide the revised cost with detailed justification at the time of user consultation 
for MYTP and that the Oil PSUs to attempt to obtain the management approval for 
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the revised tariff within a week's time, which will enable MAFFFL to obtain requisite 
approval from AERA on the final tariff to ensure timely and uninterrupted fuelling 
operations at CSIA  

12. MAFFFL has also furnished excerpts from their response to the CCI’s query on cost of 
operations of Oil PSUs. MAFFL has in their response to CCI’s query indicated that the 
average cost of operation for the three Oil PSUs at Mumbai Airport for the FY 2013-13 is 
Rs.1004.10 /KL and for FY 2013-14 id Rs.1054.30.  MAFFFL have in their response to CCI 
have also submitted that “….the estimated cost for fuel infrastructure charges is 
approximately Rs.826 / KL and that of ITP services approximately Rs. 208/KL. While these 
charges are regulated by AERA, the estimated average cost for each of the PSUs will be 
Rs. 1034/KL. Therefore, the prior cost of operation is higher by at least Rs. 14 per KL than 
the cost post creation of the integrated fuel farm facilities in Mumbai Airport, thereby 
evidencing significant cost savings.” MAFFL have further submitted that: 

12.1. Oil PSUs have advised for the fuel supplies made at their locations, with captive 
infrastructure, like the present operations in Mumbai, the cost of operations ITP 
and Fuel farm cannot be segregated as the resources for all the operations were 
clubbed and not segregated and the billing done by the Oil PSUs to the customers 
includes the cost of all the services required for supply and delivering the fuel into 
the aircraft.  

12.2. The above mentioned average cost of operations of the Oil PSU's, submitted to CCI 
is purely the cost of operations and does not include the overall cost of 
infrastructure and other overheads. Hence under the new system, wherein the ITP 
services and fuel farm services are segregated and regulated, would lead to 
increased cost savings.  

13. MAFFPL also made a presentation on 09.01.2015 before the Authority which included 
representatives from MAFFPL, MIAL, IOSL and BSSPL, wherein they covered key 
components of the Regulatory building blocks, MAFFPL’s  assumptions and justification 
for the same and details of User Consultation etc. MAFFFL also submitted their MYTP 
and ATP during the course of the presentation vide their letter dated MAFFFL/AERA/41 
dated 09.01.2015. In the ATP, MAFFL have approval of the Fuel Infrastructure Charge of 
Rs.828/KL with the rates being effective 12th January, 2015 and valid upto 31.03.2016.  

14.  MAFFFL vide their submission dated 12.01.2015, also submitted additional information 
based on the observations made by the Authority during the presentation, as under:  

14.1. On the Treatment of various charges :  MAFFFL has submitted that the stamp duty 
and registration fee for the License Agreement and the ITP Agreements, has been 
considered under O&M charges as these are not related to the capex activities. 
Further under O&M the classification of the expenses have been made under the 
different heads given as per the AERA guidelines viz., payroll, administration and 
general, repair and maintenance, utilities and outsourcing and others. MAFFFL also 
has submitted that that the stamp duty and registration charges on transfer deed 
are charged to project cost, based on the accounting opinion of KPMG, a copy of 
which has been furnished by MAFFFL separately.  

14.2. Dead stock : In respect of dead stock, MAFFFL have submitted that the dead stock 
held by MAFFFL is not held in its ordinary course of business since MAFFFL's 
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business is to provide storage space for storing fuels and not to buy or sell fuel. 
Further, they have also submitted that the dead stock is not consumed in the 
services related to storage of fuel, since, this is the minimum level of material which 
is required to be held at all times in the oil storage tank in order it to be able to 
make it operational throughout the life of the storage tank and provide the required 
storage service and that there is no quantity variation during the life of project. 
MAFFFL have also enclosed KPMG’s opinion the treatment of dead stock. 

14.3. Securitization of assets with Lenders: MAFFFL has submitted that as per the license 
agreement between MIAL and MAFFFL, which flows from the OMDA, securitization 
of assets is not permissible. They have submitted that MIAL also has given the 
charge on the revenues and not the assets. 

14.4. Amortization of pre-formation costs:  MAFFFL have submitted that the Guidance 
Note on Treatment of Expenditure, During Construction issued by the Institute of 
Chartered Accountants of India (lCAI) had permitted the capitalization and 
amortization of such start-up or preliminary expenses. However, the ICAI has 
withdrawn this guidance note in 2008. Accordingly, such preliminary expenses 
including startup costs are expensed when incurred. MAFFFL has also enclosed an 
opinion from KPMG on same. 

14.5. Impact of the fuel infrastructure and ITP charges the airlines: MAFFFL has 
submitted that the Oil PSUs have advised, for the fuel supplies made at their 
locations, with captive infrastructure, like the present operations in Mumbai, the 
cost of operations ITP and Fuel farm cannot be segregated as the resources for all 
the operations are clubbed and not segregated. Accordingly the billing done by the 
Oil PSUs to the customers (i.e., the Airlines) , includes the cost of all the services 
required for supply and delivering the fuel into the aircraft and the above said 
charges are not separately indicated. MAFFFL has furnished copies of the invoices of 
Oil PSU, presently being issued at Mumbai Airport. Further, MAFFFL has also 
submitted that the fuel infrastructure charges including the ITP service fee shall not 
be additional charges over and above the present airfield price and shall be part of 
the airfield price being charged by the Oil PSU to the airlines. In their submission to 
CCI, MAFFFL has stated that the average cost of operation by the Oil PSU's for the 
year 2013-14 was advised at Rs 1054/KL. Against the same the cost of operation 
after takeover by MAFFFL shall be about Rs 828/KL for the Fuel Infrastructure 
charges and Rs 198/KL for the ITP charges, totaling about Rs1026/KL. MAFFFL has 
submitted that the above mentioned average cost of operations of the Oil PSU's 
(i.e., Rs.1054/KL), submitted to CCI is purely the cost of operations and does not 
include the overall cost of infrastructure and other overheads whereas the charges 
of MAFFFL is inclusive of same. As per MAFFFL, with the commencement of 
operations by them, wherein the ITP services and fuel farm services are segregated 
and regulated, there would be considerable savings in the overall cost of 
operations. 

14.6. Reasonableness : In respect of the reasonableness of the JVC arrangement and the 
agreement with the users, MAFFFL has submitted that the JVC has been cleared by 
CCI after being assured of not creating any adverse effect on the competition and all 
the agreements will be similar to all the users and will be in public domain and that 
the rates charged shall be approved by AERA and no discrimination between the 
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users shall be made.  Further, MAFFFL has submitted that the rates proposed have 
been agreed to by the present users i.e., the OIL PSUs. MAFFFL have submitted that 
these rates as such are not being loaded by the suppliers additional to the airfield 
price. MAFFFL has submitted that “View all above, this proposal be kindly 
considered under the light touch approach.” 

14.7. User consultation – MAFFFL has submitted that their business dealings are limited 
only with the Suppliers and the stakeholder consultation with the existing suppliers 
has been done and that the rate offered to the Oil PSU of Rs 828/KL, is in line with 
the rate presented to their Boards, for approval.  

14.8. Segregation of capital and CWIP – MAFFFL has submitted that the Segregation of 
capital and CWIP has been done and the capital expenditure for a 10 year period 
has also been provided. 

14.9. Additional documents regarding compensation to existing assets of Oil PSU : In 
support of their additional clarifications and request to consider the proposal under 
the light touch approach, MAFFFL has submitted the various opinions from its 
consultants as also the transfer deed to be signed regarding the actual costs being 
paid to the Oil PSU's for existing assets, which will be reflected in the books of 
MAFFFL, for which the stamp duty on same has already been paid. 

15. Further, vide their letter dated 16.01.2015, MAFFFL has conveyed that all the 
agreements including the transfer deed has been registered on 13.01.2015 and the 
aviation fuel operations have been taken over by MAFFFL from the start of 0000 hours 
of 14.1.2015. MAFFFL has further stated that “While MAFFFL ensures its commitment to 
uninterrupted fuelling operations at CSIA, with an approved tariff resulting in cash 
inflows will help MAFFFL in having smooth operations…….. To enable MAFFFL to have 
operating cash flows and achieve the financial closure for the project, MAFFFL sincerely 
requests for approval (provisional or final) of the tariff at the earliest.” 

16. Further, vide their submission dated 19.01.2015, MAFFFL has submitted that the 
Transfer deed, License Agreement, ITP Agreement, Interim operations agreement 
between the parties and MAFFFL has been signed on 13.01.2015 and with same the 
existing facilities of Oil PSU ‘s and MIAL has been transferred to MAFFFL and started the 
fuel form operations effective 0000 hrs of 14.1.2015. Further, they have also submitted 
that with the above transfer of the facilities and commencement of operations the 
expenditure with regards to the Fuel farm have to be arranged by MAFFFL only.  

16.1. Further, MAFFFL also submitted that they shall appoint a Fuel farm operator, 
selected by way of competitive bidding through public tender. The L1 party 
emerged by way of public tender is BPCL and order on same shall be placed with the 
approval of the Board scheduled to meet on 29.01.2015. MAFFL has stated that 
after the letter of award, BPCL is expected to obtain the necessary approvals from 
DGCA etc., and commence the independent operations by end of March 2015. 

16.2. MAFFFL has submitted that until such time the facilities shall be operated by the 
existing Oil PSUs. MAFFFL shall pay a charge to these PSUs towards the operations 
only and all the charges related to the location like the land rentals, property tax 
etc., shall be borne by MAFFFL. MAFFFL has submitted that they have entered into 
an interim tripartite agreement, before the commencement of the operations, 
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between MAFFFL as the facility owner, the PSU Oil companies, as suppliers and as 
the fuel farm operators (of their respective locations). MAFFFL shall charge the 
suppliers the fuel infra charges as per the rates approved by AERA. They have 
further informed that the charges will be raised after the approval of rates by AERA. 
MAFFFL has furnished a copy of the draft Interim Tripartite Fuel Farm Operator & 
Supplier Agreement along with the MYTP submissions. 

16.3. Further, MAFFFL has submitted that it requires urgent funds for statutory 
payments; fuel farm operator charges; license fee and rentals; day to day 
administrative expenses; Salaries and wages etc. They have submitted that in the 
absence of approved tariff, MAFFFL is unable to have financial closure and raise the 
funds to ensure smooth and uninterrupted operations of the fuelling operations at 
CSIA. 

16.4. With regards to the reasonableness of the user agreements, MAFFL has submitted 
as under: 

“a. All the Supplier agreements will be same for all the Suppliers and will be ¡n public 

domain. The points to be considered in the supplier agreement, as included ¡n the 

tender document is enclosed. 

b. The rates charges shall be approved by AERA and no discrimination of rates between 

users shall be made  

c. The rates proposed have been agreed to by the present users. The consultation paper has 

already been submitted with the MYTP proposal. (Annexure 9, page 241-245) 

d. The rate has been determined basis the building blocks of AERA. The submissions have 

also been made along with the MYTP proposal. 

e. It is also to inform that as per the response to the CCI’s query, the average cost of 

operation for BPCL/HPCL/IOCL for the year 2013- 14 is about Rs 1054.30/KL. In 

relation to MAFFFL, the same works out to Rs 828/KL for the fuel infrastructure 

charges (proposed) and that of ITP charges of Rs 198/KL. totaling Rs 1026/KL. 

View all above, we once again request for an immediate approval of the proposed tariffs. 

This will enable MAFFFL to achieve financial closure at the earliest and to ensure 

uninterrupted fuelling operations at CSIA.” 

16.5. The submissions made by MAFFFL, including the MYTP and ATP submissions are 
collectively placed at Annexure-I. 

17. The Authority considered the request for tariff approval for MAFFPL for providing fuel 
services at CSI Airport and with reference Clause 3.5 of the Agreement between IOCL 
and Gulf Air forwarded by MAFFPL sought the following additional information:  

i. Breakup of current ATF charges indicating the component of ITP and Infrastructure 

charges.  

ii. Are other Oil Companies utilizing the current facility of IOCL. If so, the applicable charges 

with breakup of component rate of ITP & Infrastructure charges.  
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18. MAFFFL, vide email dated 13.02.2015 furnished their clarifications as under:  

This is further to your letter dated 11th February, 2015 on subject and the 

clarification with regards to the sample agreement between, IOCL and Gulf Air, 

clause 3.5 relating to Into-Plane Charges (ITP), it is to inform the following: 

1. The present invoicing to some of their International airline customers by Oil 

PSUs includes the cost of ATF price (MOPAG+ Fixed Differential) and Airport 

throughput fees. In the past, the Oil PSUs used their captive ITP infrastructure 

(Refuellers/Hydrant Dispensers) and were themselves responsible for provision of 

the services. The ITP charges were not separately indicated in the invoice. 

2. At Mumbai, prior to start of the operations by MAFFFL, the Oil PSU’s were 

utilizing their captive ITP infrastructure consisting of Refuellers and Dispensers to 

service individual customers. The ITP infrastructure (Refuellers/Hydrant 

Dispensers) were not shared amongst each other. 

Further to above, with regards to the Hydrant Infrastructure, we wish to inform 

the following; 

 Domestic Airport, 

o The system, owned by HPCL was commissioned in 1998. 

o The system covers only part of the bays. 

o While HPCL was using the system fully, IOCL and BPCL were fuelling the 

aircrafts using their captive Refuellers. 

o  As and when IOCL and BPCL utilized the HPCL owned hydrant 

Infrastructure for fuelling the aircraft using their captive dispensers, HPCL 

is raising a charge of Rs 780/KL for same. 

 International Airport,  

o The system, owned by IOCL was commissioned in 1982. 

o BPCL & HPCL while utilizing the IOCL owned Hydrant system with its own 

captive dispensers, IOCL is raising a charge of Rs 640/KL for same. 

We once again request for an immediate approval of the proposed tariffs. This will 

enable MAFFFL to achieve financial closure at the earliest and to ensure 

uninterrupted fuelling operations at CSIA. 

19. The Authority has considered the submissions and additional information furnished by 
MAFFFL in this regard. The Authority’s Airports Economic Regulatory Authority of India 
(Terms and Conditions for Determination of Tariff for Cargo Facility, Ground handling 
and Supply of Fuel to the Aircraft) Guidelines 2011, i.e., CGF Guidelines stipulate that it 
shall follow a three stage process for determining its approach to the regulation of a 
regulated service –  
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(i)    Materiality Assessment;  

(ii)   Competition Assessment;  

(iii) Assessment of reasonableness of the User Agreements between the service 
providers and the users of the regulated services.  

19.1. In respect of Regulated Service(s) provided for the supply of fuel to the aircraft, the 
Authority considers that materiality of the service is linked to the fuel off take at the 
major airport. The materiality shall be assessed based on fuel off take at the major 
airport as a percentage of sum total of fuel off take at all major airports, according 
to Clause 4.1 of the CGF Guidelines.  

19.2. MAFFFL have in their submissions stated that the service of fuel supply to aircrafts 
(fuel farm) being provided by MAFFFL at CSI Airport, Mumbai has a materiality index 
of 31.9 %.  Since the materiality index is more than 5% the service is deemed as 
“material” as per the CGF Guidelines. 

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

19.4. In the instant case MAFFFL is sole provider of infrastructure service for supply of 
fuel to aircrafts at CSI Airport, Mumbai and there is no competitor. Since the service 
is provided by less than two Service Provider(s), the service is deemed “not 
competitive”. 

19.5. MAFFL have in their application submitted that “However, while there is no other 
Fuel Farm Facility at CSIA, MAFFFL by nature of its business cannot have any 
monopolistic advantage as it is committed to provide Fuel Storage Service to all oil 
suppliers on an open access basis.” 

19.6. The Authority in Order No.12/2010-11 dated 10.01.2011 had stated that it would 
adopt a light touch approach in respect of a situation where the service is ‘material 
but competitive’.  

19.7. Based on the review at Stage 1 and Stage 2, the regulated service being provided by 
MAFFFL is “material and not competitive”. In Stage 3, the Authority shall assess the 
reasonableness of existing User Agreements(s). The Guidelines provide that where 
such service is “material and not competitive” and the Authority is assured of the 
reasonableness of the existing User Agreement(s), the Authority shall determine 
Tariff(s) for Service Provider(s) based on a light touch approach for the duration of 
the Control Period. As per Clause 6 of the Guidelines, the Authority shall consider 
the existing User Agreements as reasonable provided that: 

6.1.1 The Service Provider submits existing User Agreement(s) between the Service 
Provider and all the User(s) of the Regulated Service(s), clearly indicating the tariff(s) 
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that are agreed to between the Service Provider and the User(s) of the Regulated 
Service(s), and 

6.1.2 The User(s) of the Regulated Service (s) have not raised any reasonable 
objections or concerns in regard to the existing User Agreement(s), which have not 
been appropriately addressed. 

Provided that the Authority may in its discretion consider such other additional 
evidence regarding reasonableness of User Agreement(s), as it may deem fit. 

19.8. In this regard MAFFL has submitted that  

“MAFFFL has provided the evidence of user consultation as well as the user agreements 

which help in ascertaining that the user agreements are reasonable. The user 

agreements are standard for all users and all users will pay the same tariff. As 

evidenced from the user consultation no concerns were raised by users.  

Therefore the tariff should be regulated by the Authority under Light Touch Approach as per 

Chapter V of the Guidelines.”  

19.9. In respect of user consultation MAFFFL has submitted that the stakeholders of 
MAFFFL are the Oil Companies supplying the fuel to the airlines.  Further, as per per 
Clause 11.2 of the said CGF Guidelines, MAFFFL has initiated the user consultation 
process with all its stakeholders, in order to address all the concerns and issues 
faced by them regarding the process to be adopted for storage and handling of fuel, 
tariff to be levied and the quality of service provided. During the Stakeholder 
consultation MAFFFL made a presentation to all stakeholders covering in detail 
about the company, proposed plan and operations that would be carried out by 
MAFFFL. MAFFFL has attached furnished a summary of these consultations and also 
furnished a copy of the said minutes along with their MYTP.  

19.10. The Authority notes that the regulated aeronautical service being rendered by 
MAFFFL is “material but not competitive”. MAFFFL have sought for a tariff 
Rs.828/KL to be levied for storage and handling of fuel and the quality of service 
provided. The tariff of Rs.828/KL arrived by MAFFFL is as per the CGF Guidelines and 
covers the last two tariff years of the first Control period i.e., 2014-15 and 2015-16. 

19.11. The Authority notes that while MAFFFL has entered in to User Agreements with the 
users of the facility, they have not entered into any agreements nor had any 
stakeholder consultation with the Airlines who are the ultimate users of the ATF. 
Prima-facie, there is no evidence that there is an unambiguous user agreement on 
the rates proposed by MAFFPL with the Airlines. Therefore, for the first control 
period for MAFFFL i.e., 2014-2019 the Authority may adopt intrusive price cap 
regulation. 

19.12. However, the Authority is also conscious of the fact that the tariff determination 
under the intrusive price cap regulation for MAFFFL is likely to take time as the 
Authority shall be required to analyse / have a bottom up approach of all the 
Regulatory Building Blocks, assumptions made by MAFFFL in arriving at the tariff.  

19.13. The Authority further notes that the first Control Period of five years mentioned in 
the CGF Guidelines is April, 2011 to March, 2016. While MAFFFL has commenced 
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their operations on 14th January, 2015, they have approached this Authority in 
November,2014 seeking prior approval of its tariff for storage and handling of fuel 
at the subject facility. Considering the fact that only One year of the first Control 
Period is left for implementation of the tariffs pursuant to the stake holder 
Consultation etc., the Authority proposes to fix the Control period as April, 2014 to 
March, 2019. As MAFFFL has commenced Operations in the last quarter quarter of 
the FY 2014-15, the Authority is of the opinion that necessary information/ data 
pertaining to the Company would be available from the FY 2014-15 being the first 
year of the 5 year control period for MAFFFL i.e., April, 2014 to March, 2019. 
Further, since the Authority has proposed intrusive price cap regulation,  additional 
information shall also be required to be furnished by MAFFFL for the balance three 
tariff years 2016-17, 2017-18 and 2018-19. 

19.14. The Authority notes that MAFFFL have been rendering services since 14.01.2015 but 
have not been able to charge for their services. Therefore, there is a need to put in 
place an arrangement in respect of the period from 14.01.2015 to the date of 
implementation of the tariff determined under the intrusive price cap regulation for 
MAFFFL, so as to ensure safe, economical and viable operations of the fuel supply.  

19.15. The Authority notes that MAFFFL have sought for an amount of Rs.828/KL as the 
tariff for the Fuel Infrastructure charges.  

19.16. The Authority also notes, from the submissions made by MAFFFL, that presently 
HPCL is raising a charge of Rs 780/KL Infrastructure for fuelling the aircraft using 
their captive dispensers at the Domestic Airport of CSIA, Mumbai and IOCL is raising 
a charge of Rs 640/KL International Airport of CSIA, Mumbai. 

19.17. In view of MAFFFL’s request for approval of the tariff for urgent funds for statutory 
payments; fuel farm operator charges; license fee and rentals; day to day 
administrative expenses; Salaries and wages etc and to enable them have a financial 
closure and raise the funds to ensure smooth and uninterrupted operations of the 
fuelling operations at CSIA, the Authority proposes, for the present, an average of 
the existing Infrastructure charges for fuelling the aircraft i.e., Rs.710/KL (being the 
average of Rs.780/Kl and Rs.640/KL that is presently being charged by IOCL and  
HPCL respectively, at CSI Airport, Mumbai).   

20. The Authority has carefully considered the MYTP and ATP submitted by the Mumbai 
Aviation Fuel Farm Facility Pvt Ltd in respect of the Fuel Infrastructure charges to be 
levied for the services at CSI Airport, Mumbai and decides to make the following 
proposal for stakeholder consultation: 

20.1. Prima-facie, there is no evidence that there is an unambiguous user agreement on 
the rates proposed by MAFFPL with the Airlines, who are the users of the fuel. 
Therefore, for the first control period, the Authority may adopt intrusive price cap 
regulation. 

20.2. The five year first control period, in the case of MAFFFL, shall be from 1st April, 2014 
to 31st March, 2019. 

20.3. The infrastructure charge in respect of the fuel farm services provided by MAFFFL at 
CSI Airport, Mumbai may be determined, for the present, @ Rs.710/KL from the 
period 14.01.2015, i.e., the date of commencement of operations by MAFFFL up to 
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date of implementation of the tariff determined under the intrusive price cap 
regulation for MAFFFL, so as to ensure safe, economical and viable operations of the 
fuel supply.   

20.4. The revenue so collected by MAFFFL during such period shall be adjusted from the 
Aggregate Revenue Requirement for the first control period starting w.e.f. 
01.04.2014. 

20.5. MAFFFL is expected to make written submission of their MYTP as per the Guidelines 
of the Authority (CGF Guidelines) for determination of tariffs under price cap for the 
1st Control Period w.e.f. 01.04.2014 to 31.03.2019 within a period of 1 month from 
19.02.2015 which will be analysed by the Authority and a separate proposal will be 
placed for stakeholder consultation through a separate Consultation Paper.  

21. In accordance with the provisions of Section 13(4) of the Act, the proposal contained in 
para 20 above is hereby put forth for stakeholder consultation. To assist the 
stakeholders in making their submissions in a meaningful and constructive manner, 
necessary documents are enclosed with this Consultation Paper. For removal of doubts, 
it is clarified that the contents of this Consultation Paper may not be construed as any 
Order or Direction of this Authority. The Authority shall pass an Order, in the matter, 
only after considering the submissions of the stakeholders in response hereto and by 
making such decision fully documented and explained in terms of the provisions of the 
Act.  

22. The Authority welcomes written evidence-based feedback, comments and suggestions 
from stakeholders on the proposal made in para 20 above, latest by 02.03.2015 at the 
following address:  

 
Airports Economic Regulatory Authority of India,  
AERA Building,  
Administrative Complex,  
Safdarjung Airport,  
New Delhi - 110003  
Email: alok.shekhar@gov.in  
Tel: 011-24695042  
Fax: 011-24695039  

Alok Shekhar,  
Secretary 
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tJ umbal A\I1aUon Fuel Farm Facility PvL LId. 

MAFFFLj JSMj AERAjOOl No vemberl4, 2014 

To,
 
The C ha irma n,
 
Airports Economic Reg ula to ry Authorilv o f India,
 
AERA Building,
 
Ad rninislra tive Complex,
 
Sa fd ar jung Airport,
 
New Delhi 110 003
 

Subject: Request for Interim Tariff Approval for Mumbai Aviation Fuel Farm Facility 
Private Limited for providing fuelling services at CSI Airport, Mumbai. 

-- Dear Sir, 
I 

I
) Mumbai Avia tion Fuel Farm Facility Private Limited, a com pa ny registered under 

the Com pa nies Act, 1956 and ha ving registered office at 1sl flo or , Terminal 1S, 
Chhatrapati Shivaji International Airport, Mumbai - 400099, Maharashtra , India . 

In a meeting o f Na tiona l Facilitation Committee (NFC) aimed at resolving issue s 
related to development o f Chha tra pati Shiva ji Inlernational Airpor t (CSI A) 
including oil facilities at CSIA w as held at New Delhi o n 09th Marc h 2009 c ha ired 
b y Ca b inet Secre tary, GOL In the subseq uent meeting c ha ired by Secre ta ry, 
Ministry of Petroleum and Natural Gas (MoPNG) at Mumbai on 15th April 2009 , 
specific a lly w ith regards to the oil facilities at CSI A, it w a s decided that a joint 
venture c o m pa ny (JVCj w o u ld be constitu ted com prising of all the Oil Public 
Sec tor Undertakings (PSU) namely Indian Oi l Corporation Limited (I OCL), Bharat 
Petroleum Corpora tion Limited (SPCLl, Hinduston Petrol eum Co rporation Limited 
(HPCL) and Mumbai International Airport Private Limited (MIAl) for the purpose 
o f managing the current avia tio n fuel fa cilities and c rea ting an integrated 
a viation fuel facilit y at CSIA on o pen access model. Based on the deci sions 
takon in the aforesaid m eeting , MoU dated 30th Sep tem b er 2010 w as executed 
b e tween O il PSUs and MIAL. The new integrated fue l facility is en visaged to be a 
c ruc ia l ste p towords a irpori devel opment. 

In line w ith above , a Joint Venture Company, viz Mumbai Aviation Fuel Farm 
Faci lity Private Limited (MAFFFL), on its formation w ill sho rtly ta ke over the c urrent 
Fuel facilities and construc t an int egrated fuel farm a lo ng w ith necessary 
hydrants within a reasonable time. The License Agreemenl' sig ned between 
M AFFFL and MIAL, for MAFFFL to operate the Integrated Facilities, is va lid up to 
2nd May 2036. 

Bae kground: 

C urrentJy all the O il PSUs namely HPCL, BPCL and JOCL are o pera ting from their 
respective facilities located at So hal' and Scm tacruz areas o n th e la nd provided 
by CSIAThe p la nned In1egrated Fuel Farm Facility wi ll operate from a sing le point 
(i.e. , at the site of the existing fa cilities o f JOCl and HPCL near the Domestic 
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Mumbai Aviation Fuel Farm Facility Private LImited
 
MIAL 2'· Floor, Terminal 1 B • Arrival. CSI Airport, Sanlacruz (E), Mumbai - 400099
 

Tel: +91 22 66852145 CIN: U63000MH201 OPTC200463
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terminal 1A, Santacruz) to bring in the efficiencies of fhe integrated operations. 
The existing facilities acquired from the Oil PSUs will be disposed-off onc e the 
Integrated Fuel Farm is operational. 

MAFFFL had submitted the proposed transaction to the Competition Commission 
of India (CCI) and have received its approval vid e order dated 291h September 
2014. Subsequently MAFFFL has started preparing a detailed MYTP for providing 
fuelling service at the said Fuel Farm at CSIA. 

Transaction structure: 

After sig ning of the MOU, an Executive Committee (EC) was c onstituted 
comprising of representatives of all the three Oil PSUs and MIAL, which was 
tasked to conclude all the agreements between MIAL, Oil PSUs and MAFFFL and 
also decide on the var ious steps to operationalize MAFFFL. The Share Purchase 
and the Share Holders Agreements between the four shareholders (IOCL, BPeL 

\	 HPCL and MIAL) was sig ned on 6th March 2014. MIAL is granting MAFFFL the rights 
to design, develop, finance, operate and manage the Fuel Farm and to 
contract with third parties to undertake the functions of MAFFFL at CSIA, b y way 
of License AgreemenUhe existing a viation fuel assets including the hydrant 
system of all the parties, at CSIA, will be tran sferred to MAFFFL by way of a 
Transfer Deed . 

As described in the MoU , the transfer of all the rights , title s and interests in all the 
assets co m prising the existing facilit ies from Oil PSUs and MIAL to MAFFFL will be 
done for a c o nsid era tio n equivalent to the rep la c e ment cost less depreciation 
of the existing facilities as agreed to between the shareholders. The ownership of 
pipelines c onnecting the refineries to a viation fuelling sta tio ns of the O il PSU s/ 
integrated facility shall remain w ith the respective oil com pa nies as per para 
) .2.15 o f the MoU. As a greed to by the EC members the replacement va lue of 
the c urrent fuel farm facilities of Oil PSU's at CSIA, Mumbai was a scertained by 
Engineers ,'ndia Ltd. (ElL). The replacement value as ascertained by ElL w as 
depreciated based on life of fa cility, to arrive at the cornpcnsotion to be paid 
by the MAFFFL to the PSUs. It wa s also agreed that MAFFFL will reimburse cost 
incurred by MIAL HlI date, pertaining to fuel hydrant system at this airport. This 
was en visaged under the MOU as MIAL had to c o mmissio n the integrated 
terminal based on certain timeline and could not have waited for MAFFFL to be 
operationalised and start the project. 

Based on agreement between EC members, Ernst &Young (E&Y) was e ngag ed 
to prepare a feasibility report for the integrated fuel facility. It includes 
computation of the Fuel Infrastructure Charg e (FIC), based on AERA's regulatory 
approach . 

Exercising its rights under the license agreement (signed with MIAL), the EC in a 
meeting dated 3rd May 201 3 decided that MAFFFL through public tender w ill 
appoint a Fuel Farm Operator for managing the Fuel Farm Operations and two 
independent Into Plane (ITPI service provid ers for managing the ITP operation s at 
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CSIA.MAFFFl has subsequently floated public tender for appointment o f ITP 
Operators 011 10lhAprjl 20 14. Bharat Stars Servic es Private Limited and Indian Oil 
Skytanking Limited have been selected as the two parties for pro viding ITP 
Opera tio ns at CSIA for a period o f 10 years. With regards to the Fuel farm 
opera tors, public tender for selection o f the Opera tor been floated o n 
18'hOctober 20 14 and is expected to be finalized in De cember 2014. The p erio d 
of contrac t for th e fuel farm operation s sha ll be for a p eriod of 5 years. 

Facility details: 

On taking o ver the assets from the Oil PSU s, MAFFFl w ill be responsible for 
uninterrupted operations at the existing fa cilities situated at different areas in 
Mumb ai Airport. MAFFFl will also simulta neously start the construc tion o f th e 
Integrated Fuel Farm at the identified site near the existing fa cilities o f 10Cl and 
HPCl near the Domestic terminal 1A Santacruz. The Integrated Fuel Farm w ill be 
built on an area o f approximately 30,000 square meters and w ill have a sta tic 
storage ca p ac ity o f 47,500 kiloliters of ATF. The Facility w ill be ready for 
Operations by the end o f FY 2018. The existing facilities acquired from the Oil 
PSUs w ill be disposed-off once the Integra ted Fuel Farm is o pera tiona l. 

Revenues & Costs: 

MAFFFl w ill c harge the Fuel Infrastructure Charge from the fuel suppliers a s 
appro ved by AERA. Add itio na lly, the suppliers w ill pay the ITP fee as appro ved 
by AERA to the third-party ITP opera tors appointed by MAFFFl. MAFFFl w ill also 
ge t a re venue share by way o f sub-c oncessio n fee from the third-party ITP 
opera tors. 

In ac c ordance w ith the MoU, the license feel lease rent for the land underlying 
the existing fa cil ities transferred to MAFFFl , shall be paid by MAFFFL to MIAL. All 
the o ther opera ting c osts associated with the Fuel Farm opera tions will be borne 
by MAFFFl. 

Tariff Determination: 

The servic es o f supply o f fuel to aircraft at an a irport being defined as Regulated 
Services under Section 2(A)(4) (5) o f AERA Act. 2008 and vide your order dated 
21s1 Feb 2011 require such servic e provider to seek Tariff appro val by filing Multi 
Year Tariff Proposal (MYTP). 

As se t out under sec tio n8, the proced ure for preparing Multi Year Tariff Proposal 
(read with cl ause 7.1) under whic h cl ause 8.2 stales that "The Multi Year Tariff 
Proposal sha ll clearly outline the Ag grega te Revenue Requirement (ARR) for 
eac h tariff year based on these guidelines". Further to that, cl a use 8.2 and 8.3 of 
the sa id guidelines se t out in detail the metho d ology of determining/ calcula1ing 
Aggregate I~ e venue Req uire ment (ARR) b y considering the following Regul atory 
Building Bloc k components: 
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) 

c> Fair Rate of Return applied to the Regulatory Asset Base (FRoR x RAB) 
o Operation and Maintenance Expenditure (0)
 
.. Deprecia1ion (0)
 
D Taxation (T)
 
.. Revenues from services other than Regulated Servic e (s) (NAR)
 

ARR = (FRoR x RAB) +0+ 0 + T- NAR 

E&Y has arrived at a Fuel Infrastructure Charge of INR 826 per kiloliter of fuel 
stored and handled in the facility based on the above mentioned regulatory 
building blocks and operational inputs from the MAFFFL's management. 

MAFFFL is expected to commence its commercial operations by 241h Novem b er 
2014 and will seek the financial closure for the project; We, therefore, would 
sincerely request the authority to grant interim approval far an interim tariff of INR 
826 per kiloliter (os computed in the feasibility study by E&Y) for providing the 
Fuel Storage and Handling services at the Facility, till the final order by AERA is 
received on MAFFFL 's MYTP. This will help MAFFFL to address the working capitol 
issues, achieve the financial closure and would also enable MAFFFL to provide 
uninterrupted services to its customers. 

We further state and commit that any changes in the final tariff os per the AERA 
final order sha ll be complled with and any under-recovery or over-recovery sho ll 
be adjusted subsequently. 

It may also be noted that stakeholder consultations with various customers for 
our services and tariff will be held and will be incorporcted in the detailed M YTP 
that shall be submitted shortly to the authority for its approval. 

We would be happy to provide any further clarification if so required by the 
Authority. 

Yours Sincerely, 

,.. r 

Shyam Mustyalwar 
Chief Executive Officer, 
Mumbal Aviation Fuel Farm Facility Private limited 
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Mumbal AvlaUon Fuel Farm Facl illy Pvt LId. 

,. 

MAFFFLI ISMI AERAI \ I December 12, 2014 / 
(j' 

To,
 
The Sec retary,
 
Airports Econo mic Regu la tory Au thority o f Ind ia ,
 
AERA Build ing ,
 
Administra tive Complex,
 
Sa fd arjung Airport,
 

. New Delhi 110 003 

\{ Subject: Request forlnterim Tariff Approval fo r Mu mbai Avia tion Fuel Farm 
• > 1 '"i} Fa cility Private Limited for p roviding fue lling servic es a t CSI Airport. 

11-('70') ptf~ Mumbai. 
') 7 

01 Pu.Hwnl Dear Sir, 
n~~1') 

In furtheranc e to ou r req uest for Interim Tariff Propos a l submitted o n 1.11 th 

Novem be r, 2014, MAFFFL is ready to star t the commercial operatio ns a nd 
awai ting the approv a l o f a n interim tari ff o f INR 826/KL (As computed in th e 
feasib ility study by E&Y) for providing the Fuel Sto rage and Hand ling services 
at the Facility, till the fina l order by AERA is rec e ive d on MAFFFL's MYTP. 

Revenues a re required by MAFFFL to start the operations a nd only sourc e o f 
reven ue to MA FFFL is by w ay o f the fue l infrastructure charges to be 
c o llected from the Suppliers. With th e tra nsfer o f exls tinq fa ciliti es by th e Oil 
PSU to MAFFFL, it sha ll be th e respon si bil ity o f MAFFFL to operate the same so 
that the oirporl operations are not a ffected. 

MA FFFL is rea dy to start the opera tions a nd starting of opera tio ns w ith interim 
tariff w ill help MAFFFL in overcoming th e working capi ta l require ments a nd 
financial closure of the p roject. 

As a d vised earlier, the Competition Commission o f Ind ia (CCI) has given its 
approval to the cornbinorion . It is "0infor m that for the financia l c losure of the 
project, a lea d arra nger has a lready been appointed by MA FFFL.l t is a lso to 
inform that the MYTP is under preparation and Mis PriceWa terhouse Coopers 
have been appointed for p reparing the same. The MYTP shall be sub mitted 
for authority' s consideration a fter th e stakeholder consu lta tion,definite ly 
b efore end of Dec ember 2014. 
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We once again reques t for the a p prova l o f the interim tortff and would b e 
happy to pro vide any further c lo rlflco tion. if so required by th e Authority . 

Yours Sincerely, 

,.. ) 

Shya m Mus alwar 
Chief Executive Officer, 
Mumbai Av ia tion Fuel Farm Facility Private Limited 
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Minutes of the Meeting 

Minutes of the Meeting held by Mumbai Aviation Fuel Farm Facility Private 
limIted (MAFFFL) with Aviation Fuel suppliers at Mumbai Aviation Fuel Farm 
Facility Private limited, 2nd floor, TermInal 1B, Chhatrapati Shivaji International 
Airport, Mumbai on 17th December 2014. 

List of PartIclpgnts: 

\ 
t 

S. No. Name of Participants Name of the organization 

1 
Mr. Shyam 
Mustyalwar 

Mumbal Aviation Fuel Farm Facility Private 
Limited 

2 Mrs. Geeta Iyer 
Mumbai Aviation Fuel Farm Facility Private 
Limited 

3 Mr. R. Sitharthan Indian Oil Corporation Limited 

4 Mr. P. J . Kavde Bharat Petroleum Corporation Limited 

5 Mr. Sibi Mathew Hindustan Petroleum Corporation Limited 

The ggenda for the meeting was: 

1. Discussion -regarding the	 progress ·on the process -of taking over -ot the 
existing facilities from respective Oil PSUs and the timelines going forward 

2. Consultation on the Interim Tariff for Fuel Infrastructure Charges (Fie) of INR 

826 per kiloliter 

iPoints discussed: 
, 

1.. Mr. Mustyalwar started the meeting by stating the readiness of MAFFFl in 
taking over the existing facilities from respective Oil PSUs in following 

aspects ­
a. Start of Operations - , 

MAFFFL IS ready to start the operations from 22ndD ecember 2014 

b. Status of transfer deed and license agreement ­
The agreements are ready in all respect and are planned to be 
signed one day before the start of operations by MAFFFL. All the 
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parties entering Into the agreements have necessary approvals 
from their respective boards for execuflon of the said agreements 

c.	 Registration for Shop & establishment ­
Applications have to be submitted within 30 days from 'the start of 
operations. MAFFFL has all the applications ready and will apply 
within a week's time after the start of the operations 

d. Factory license -: 
Factory license application has been submitted by MAFFFL and is 
under consideration of the respective authority. 

e.	 eMC "Storage & Factory License: 
Applications for BMC's Storage and Factory License have been 

\ ~ submitted by MAFFFL to the. relevant authority (BMC) and are under 
consideration. . 

"f.	 PESO License ­
Application is ready and will be submitted along with the copy of 
the transfer deed 

g. Insurance for the Facility-
MAFFFL has made the payment for the premium of the Insurance 
policy for the whole facility. The policy will starHrom the start date of 
operations. 

h. Readiness of ITP operators - i 

Agreements have been sign~'d with the 1wo ITP operators Bharat 
Stars .Sorv'cesPrlvcte Limite~/and Indian 011 Skytanking Limited. The 
ITP operators have conveyed their plans to start the operations from 
26th December 2014 onwards and expect the necessary approvals 
in place by that time. 

l.	 Status of the lender process for appointing the Fuel Farm Operotor 
Public tender for the appointment of Fuel Farm Operator has been 
floated and the last date of submission is 26th December 2014. 
MAFFFL has agreed for the Interim arrangement with existing Oil 
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PSUs to operate the existing facilities on MAFFFL's behalf till the Fuel 
Farm Operator is in place. 

2. Mr. Mustyalwar also	 apprised the users that MAFFFL has approached 
Airport Economic Regulatory Authority seeking approval on an Interim 
Tariff for Fuel Infrastructure Charges of INR 826/- per kiloliter 

3. Mr. Mustyalwar elaborated that since the tariff of lNR 826/- per kiloliterwas 
calculated by E&Y based on the AERA's regulatory building block 
approach and was subsequently discussed & approved by the respective 
boards of all the Oil PSUs, MAFFFL is seeking an Interim Tariff at this rate 
only 

4. However, Mr. Mustyalwar also hIghlighted	 that MAFFFL is working on the 
revised calculations to arrive at a final price for Fuel Infrastructure Charges 
and are preparing the'Multi Year Tariff Proposal to be submitted to AERA. 
MAFFFL will organize another stakeholder consultation process to discuss 
the revised price proposed in their MYTP 

Concerns raised by stakeholders: 

L	 Oil PS.Us odvlsed that ony rate cpprovcl (apart from the already approved 
Fuel Infrastructure Charges of INR 826/- per kiloliter) would require a 
separate approval from respective managements of the Oil PSUs 

2. The rate arrived	 as per the E&Y feasibility report for Fuel Infrastructure 
Charges is already considered and approved by the respective boards 
and presently.the services at this rate/are acceptable to the Oil PSUs 

3. On submission of the revised tariff Gil PSUs will seek relevant justifications 
for the revision and 'a separate oppiovol for the same shall be sough1 from 

respective managements 
4. Further the Oil PSUs added that a management approval would require at 

least 3-4 weeks after the revised proposal is submitted from MAFFFL 

00 :J 20
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MAFFFL's respOnse to the concerns raised: 

'1.	 Mr. MusTyalwar agreed fhof MAFFl wIH provide fhe revised cosf with 
detailed justification at the time of user consultation for Multi Year Tariff 

Proposal 
2. Oil PSUs to attempt to obtaIn the management approval for the revised 

tariff within a week's time, this will enable ·MAFFFl to obtain requisite 
approval from AERA on the final torlft to ensure timely and uninterrupted 
fuelling operations at CSIA 

End of the minutes of meeting. 

S. No. 

1 

Name of 
Participants 

Mr. Shyam 
Mustyalwar 

Name of the 
organization 

MAFFFl 

Date 

\ ':\1 \~ ~\4 

Signature 

.~ 
2 Mrs. Geeta lver MAFFFl fl1 )'-, fro) If /Yl1~ 

~\"\~. -­
3 Mr. R. Sitharthan IOCl \7 112..1'lO/4­

4 . Mr. -P. J. Kavde 'BPCl rr 11212,01£\ iiI":> AUl 

.---; 

- , ~ 
~ 

5 Mr. SiblMathew HPCl 1+( {t- r'2,(J/if 

/ 
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l 
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MAFFFL//SM/ AERA/14
 

~L
MumbolAYlollO<1 FUIliF.... FacUIly Pvt. LW. 

December 19,2014 

To,
 
The Secretary,
 
Airports Economic Regulatory Authority of India ,
 
AERA Building.
 
AdminIstrative Complex,
 
Safdarjung AIrport,
 
New Delhi 110003
 

Subject	 Request for Interim Tariff Approval for Mumbai Aviation Fuel Farm 
FacJllty Private Limited for providing fuelling services at CSI Airport. 
Mumbal. 

Dear Sir. 
/ 

In furtherance to our request for Interim Tariff Proposal submitted on 141h 
\( 

November, 2014 and a request letter submitted on 101h' December, 2014. 
MAFFFL would like to opprolse the authority of the following developments: 

1.	 MAFFFL has undertaken a user consultation with the users of the facility on 
1~Ih December 2014 with regards to the Interim Tariff Proposal submitted 
by MAFFFL to the authority [please find the MoM attached as Annexure 1). 

2.	 Refer to the discussion regarding the cost of operations o f Oil PSUs, MAFFFL 
has received. the sImilar query from Competition Commission of India 
(CCI) and the relevant excerpts on page no 8 point 11 from MAFFFL 's 
response to CCI's query is below (Please find theresponse to CCI queries 
cttcched as Annexure 2): 

QUERY 2{X): As per paragraph 5.1.10 of the Notice, it has been claimed by the 
parties that: lithe decision to Incorporate MAFFFI. was taken with a view to ensure 
optimal land utilization in a currently land constrained Mumbai Airport, besides 
bringing about more efficiency in the overall juelJlng operations at considerably 
lower cost with reduced man power." In this regard, Parties are required to 
provide data on the potential cost savings anticipated for both fixed and variable 
components. 

MAFFFLs Response - "The average cost of operation for BPCL/HPCL/IOCL at Mumbai 
Airport for the year 2013-2014 is: 

l 
Page 1 of 3 

Mumbal Aviation Fuel Farm Facility Private Limited
 
MIAL 2"" Floor, Terminal 1 B • Arrival. CSI Airport. Santacruz (El. Mumbal- 400099
 

Tel : +912266852145 CIN: U63000MH2010PTC200463
 

)
I • No 2'
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11.1 In relation to MAFFFL, it is submitted that the estimated cost for fuel 
Infrastructure charges is approximately Rs. 826/ KL and that of ITP services 
approximately Rs. 208/1<L. While these charges are regulated by AERA, the estImated 
average cost for each of the PSUs will be Rs. 1034/KL.5Therefore, the prior cost of 
operatlon is higher by at least Rs. 14 per I<L than the cost post creation of the 
integrated fuel farm facilities in Mumbai Airport, thereby evidencing significant cost 
savings." 

( 
It Is also to inform thaUhe Oil PSUs have advised, for the fuel supplies 
made at their locations, with captive infrastructure, like the present 
operations in Mumbai, the cost of operations ITP and Fuel farm cannot 
be segregated as the resources for all the operations were clubbed 
and not segregated. The billing done by the Oil PSUs to the customers 
includes the cost of all the services required for supply and delivering 
the fuel into the aircraft. 

The above mentioned average cost of operations of the Oil PSU's, 
submitted to eel is purely the cost of operations and does not include 
the overall cost of infrastructure and other overheads. Hence under the 
new system, wherein the ITP services and fuel farm services are 
segregated and regulated, would lead to increased cost savings. 

3.	 MAFFFL plans to submit the Multi Year Tariff Proposal along with the 
stake-holders consultation within 60 days from the date of this letter. 

( MAFFFL is ready to start the c omrnerc ia i operations and awaiting the 
approval of an interim tariff of INR 826/KL (As computed in the feasibility study 
by E&Y) for providing the Fuel Storage and Handling services at the Facility, till 
the final order by AERA is received on MAFFFL's MYTP. 

Page 2 of 3 
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Starting of operations with interim tariff will help MAFFFL in overcoming the 
working capital requirements and financial closure of the project. 

We once again request for the approval of the interim tariff and would be 
happy to provide any. further clarification, jf so required by the Authority. 

Yours Sincerely, 

~war 
Chief Executive Officer, 
Mumbai Aviation Fuel Farm Facility Private Limited 

{ 

'r 

" 
( 

~: 

,, 

" 
" 
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I~I-t-""L 
MUn'lbal Avletlon Fual Ferm Facility Pvt . LCd. 

MAPFFl./SM / AERA/43	 Date: 12 \h January 2015 

To,
 
The Secretary,
 
Airp ort s Economic Regul at ory Authority of India,
 
AERA Building,
 
Admini strative Complex,
 
Safdarjung Airport,
 
New Delhi llO 0 03
 

Subjec t: Submission of Multi Year Tariff P!f1l1 Proposal for Mumbai Aviation Fue l Farm Fa cility 
Private Limited Integrated Fuel Farm at CSI Airport, Mumbai. 

Dear Sir , 

This is furth er to the presentation made by MAFFFL to the Authority on J anuary 9 , 20 1.'). During the 
presenta tion, additional information on th e clarificati ons requested is given below; 

1.	 Treatment of vRrious charges 
~'( ~~ "Stamp duty and registration fee for th e License Agreement and th e ITP Agreements, as
 

1 /'" these are not related to th e capex activiti es hen ce considered under O&M charges . Further
 
<1:5' \~ under O&M, the differ ent heads under AE RA guidelines are payroll, administ ration and 
~~ I gene ra l, repair and maintenance, utilities and outso urcing and othe rs.W 

.. It is also to menti on that the stamp duty and registration charges on transfer deed lire 
) / r churged to project cost, based a ll th e accounting opinion of KPMG. 
~yp\~. f2..ead sto d t 

\ "\\\ .. The dead stock held by MAFFFL is not held in its ordinary course of business since 
. MAFFFL's business is to provide sto rage space for stor ing fuels and not to buy or se ll fu el. 

\), More over, the dead stock is not consum ed in th e services rel ated to sto rage of fuel, since 
; thi s is th e minim um level of mat erial which is required to be held at all times in the oil 

stora ge tank in order iL to be able to make it operational throughout the life of the storage 
/ tank and provide the requ ired storage service. There is no quantity variat ion during the ~ life of project, 

~bM (IJ.{),,{ '\ . 0 • Th: opinion fron~ KPMG on same is enc losed herewith.• 

J "'''Q) I~~ . Securit iza t ion of assets Wlth Lenders .
 
~-'---...:....,r> • As pel' the licen se agreem ent betwe en MIAL and MAFFFL, which flows fro m the OMDA,
 

sec urit ization of asse ts is not permi ssible.
 
.. Understand, MIAL also has given th e charge on th e revenu es.
 

4· !\I!tQ£jj.?:~Jj.ol1J2f.m~-form ati o!1 costs
 
" The Guidance Note 0 11 Tr eatment of Expenditure, During Construction issu ed by the
 , ~!A Institute of Chartered Accountants of India (leAl) had permitted th e capitalization and

~	 ..­
amortization of su ch start-up 0 1' preliminary expenses. However, th e ICAl has withdrawn 
this guidance note in 2008 . Accordingly, such prelimina ry expenses including start up 
cost s are expensed when incurred. 

.. Th e opinion from KPMG on same is enclosed herewith. 
5 · Jmp act of the fu el infrastmctur e and ITP charses to th c_airlin es 

l'if' /IS -­

•	 It is also to inform that, th e Oil PSUs have advised, for th e fuel supplies made at th eir 
locations, with captive infrastructure, like the present operations in M umbai, th e cosLof 
operati on s ITP and Fuel farm cannot be segregated as th e resources for all th e opera ti ons 
are clubbed and not segregated.. Accord ingly the billin g done by th e Oil PSUs to th e 
custome rs , includes the cost of all the se rvices required for supply and deliverin g th e fuel 
into the ai rcraft and the above said charges are not se parately ind icated . Cop ies of th e 
i nvoices of Oil PSU, p resently being issued a t Mumbai Airport is enclose d. 

P Also th e fuel infrastru cture charges ln cluding th e ITP se rvice fee shall not be additional 
cha rges ove r and ab ove th e pres ent airfield price and shall be p art of the airfield price 
being charge d by the Oil PSU to the airlines. 

Mumbai Aviation Fuel Farm Facility Private Limited
 
MIAL 2"' Floor, Terminal 1 B - Arrival, CSI Airport, Santacruz (E), Mumbai _ 400099
 

Tel: +91 2266852145 Email : info@mafffJ.in Web : www.maffll .1n
 
CIN : U63000MH2010PTC200463 

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 27 of 112

mailto:912266852145Email:info@mafffJ.in


,

, 

~	 In the submission to CCI, the average cost of operation by the Oil PSU's for the year 2013­
14 was advised at Rs 1054/KL. Against the same the cost of operation after takeover by 
MAFFFL shall be about Rs 828/KL for the Fuel Infrastructure charges and Rs 198/KL for 
the ITP charges, totaling about Rs 1026/KL.The above mentioned average cost of 
operations of the Oil PSU's, submitted to CCI is purely the cost of operations and does not 
include the overall cost of infrastructure and other overheads. The charges of MAFFFL is 
inclusive of same. Hence with the start of operations by MAFFFL, wherein the ITP 
services and fuel farm services are segregated and regulated, there would be considerable 
savings in the overall cost of operations. 

6.	 Reasonableness 
•	 The ,rve has been cleared by CCI after being assured of not creating any adverse effect on 

the competition. 
•	 All the agreements willbe similar to all the users and will be in public domain. 
o	 Tbe rates charged shall be approved by AERA and no discrimination between the users 

shall be made. 
•	 The rates proposed have been agreed to by the present users. The consultation paper is 

already submitted along with the proposal. 
• These rates as such are not being loaded by the suppliers additional to tbe airfield price. 
.. View all above this proposal be kindly considered under the light touch approach. 

7.	 User consultation 
.. MAFFFL's business dealings are limited only with the Suppliers and tbe consultation 

paper with the existing suppliers has already been submitted. 
..	 The rate offered to the Oil PSU of Rs 828/KL, is in line with the rate presented to their 

Boards, for the approval of participation in the ,rVC. 
8.	 pegregation of capital and CWIP 

">	 The same has been done and the capital expenditure for a 10 year period has also been 
provided. 

9.	 Additional documents regarding compensation to Existing Assets of Oil PSU 
..	 Please find attached the transfer deed to be signed regarding the actual costs being paid to 

the Oil PSU's for existing assets and the same will be reflected in the books of MAFFFL. 
The stamp duty on same has already been paid. 

I would be happy to provide any further clarification if so required by the Authority. 

Yours Sincerely, 

~~ 
Shyam Mustyalwar 
Chief Executive Officer 

Enclosures: 

1.	 Copy of Transfer deed 
2.	 Copy of KPMG report 
3.	 Additional MYTP forms 
4.	 Copy of invoices to customers by Oil PSU at Mumbai Airport 
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I~PMG (Registered) I olopbone "H1(??) :~ 9 0 9 6000 
l..odh o Excelus F' fl X ' 91(22) 3090 2511 
1$1Floor, Apollo Mill s Com pound Internol w\W/.I(plll (j .comlln 
N. M. Joshi Ma,g 
Mal1alaksllml 
Mumbai - 400 011 
India 

Private and confidential 

Ms. Gccta lycr 
Chief Financial Officer. Mumbai Aviation Fuel Farm Facility Private Limited 
C/O Murnbai Internati onal Airport Limited , 
Chharrapati Shivaji International Airp ort, Terminal IB, 2nd fl oor 
Santa Cruz. 
Murnhai- 400 099 

26 November 20I 0'1 

Den)' Ms. lycr, 

Thank you for your query asking LIS to analyse the accounting impliealions with respect to the spec ific 
aspects of the sale of assets by the shareholders of Murnbai Aviation Fuel Farm Facility Prj vale Limited 
('MAFFFPL ' or 'the Company') in the financial statements of ihc Company unde r Ind ian Generally 
Accepted Accounting Principles ('Indian GAAP'). 

T his letter sets out the query and facts provided by management of the MAFFFPL and reviewed by us for 
the purpose ofthe aforesaid accounting analysis. Our accounting analysis i<; !'('l OIl! in p,1Il1graph '1 belo w, 

l , Documents reviewed 

We have been pro vided with the draft transfer deed amongst Mumba i International Airport Private 
Limited, Indian Oil Corporation Limited, Bharat Petroleum Corporation Limit ed, Hindustan 
Petroleum Corporati on Lim ited and MAFFFPL ('Ihe deed ' or 'the transfer deed ') and have 
reviewed the deed (0 the extent pertaining 10 this query. 

2. Bnd q; r ollud 

"	 MAITFPI . WHS formed as a Joint Venture Company (.lV C') between J lindu stan Pet ro leu III 
Corporation Limited (HPCL), Bharar Petroleum Corporation Limited (lwe I.). Indian Oil 
Corporation Limited (JOCL) (together 'oil PSUs ' ) nnd Mllmbni lntcruational Airport Ltd 
(MIA!.) . 

'"	 MAI-!-I ;I)!. w i !l take over exist ing assets oithesc nill>SlJs <'11')(1 !viIAL w i i h an uirn to provide a 
s ingle point distribution and refueling of' Aviation Turbine Fuel (AT I-') ar (: JJ hnlra ["1mj Shivuji 
Internati onal Airport , Mumbai 

This document is the property of Mis Mumbai Aviation Fuel Farm Facility Private Limited , and 
submitted to AERA (Airports Economic). This document is extremely confidentia l and not for publ ic 

. disclosure . 
.~	 '.' . " " 

, r1 '.	 ~~~<J I .": " ' /I ~ ·' 
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. __ / ,It ,.~ 

: . , . \, 
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Mumbili 1\ vi ariou Fuel Farm Facility Pri vate I .imitcd 
Page 2 or 12 

3. Facts provided and qu eries raised 

"	 MAFFFP L is planning to enter into nil agreement with the oil PSUs and MIA L for buying their 
existing assets and has undertak en a feasibility study for the same, 

o	 MAFFFPL will operate maintain these facil ities and asse ts acquired (or the next 3 to 4 years 
and will eventually develop its Own integrated fuel farm faciliti es at Mum bai airport . 

"	 MAF FFPL primarily provides services and storage space for storing fuels. 1! is however not in 
the business of se lling or purchasing fuels. 

..	 As part of the asset purchase, along with the plant and machin ery, MAFFFPL wi II also receive 
dClld stock, i .e. a minimum level ofstock required to be maintained i ll plant and machinery (oil 
storage lank) to make it operational throughout the life of the asset. MAFFFPL will pay an 
additional consideration to the sellers for the same. There will be no change in the quantity of 
the dead stock. The dead s tock will be so ld at the realisable value at end of the tenure. 

~ The asse ts taken over are assets that are ready 10 use and MAFFFPL can operate them 
immediat ely. 

e	 Oil PSUs and MIAL, the shareholders or MA FfFPL, have incurred ce rtain pre-forma tion 
expenditure such as incorporation expenses, consultation and other charges, sa laries for 
deputed employees amongst others, 

o	 Part or the funding for the project will be by way of obtaining term loans. Th e Co mpany is thus
 
required 10 incu r certain expenses like interest on borrowings, charges in relati on to obtaining
 
of loans (lead arranger Icc, legal counsel fcc, process ing lee, survey fcc). Furthe r, the Company
 
has also furnished a per formance guarantee to M,AL for the tenure 0 f'the agreeme nt and has
 
paid the bank an amount towards margin money for (he guarantee,
 

~	 Accordingly, the Company is evaluating the following accountin g issues under Indian GAAP: 
o	 Issu e 1: wheth er the dead stock received togeth er with the plant and machinery should 

be accounted for as a fixed asset or as inventory and in case dead s tock is accoumed as 
,~ fixed asset, eve :' what period should the <JSSc( be depreciated 

o	 Iss ue 2: whet her the prc-incorporntin n expe nses incurred can be capi talised by (lie 
Corn pa nv in its books and ilso. the period over which thes e are 10 be amortised 

o	 Issue j : whether the interest payable on (CI'I11 loans taken in respect of the existing 
a s~ cl s and construc ted assets can be capitalised \0 the cos t of ihc asse ts. Ifthe intcres: 
payable can be ca pi ta lised [hell whethe r (he entire interest payable can he capitalised 
or whether only the poni on 1)( interest can be capi talised 

o	 Issue 4: whether expenses paid in respect or origina tion or [he term loans can be 
ca pitalised to the cost oft he asset' 

(J	 J S ~lI e S:lhe acco unting ueauncnt for the guara ntee commi ssion paid 10 the hank and 
the accountin g I'm (he margin money depo sit 

.'1,., \	 Thi s document is the property of Mis Mumbai Aviation Fuel Farm Facility Private Limited, 

and submitted to AERA (Airports Economic) . This document is ex tremely confidential and 

not for publ ic disclo sure .	 , . " ~ '.'.: 
," . . . , 

.1 00 ' D 73 . " 

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 30 of 112



Mumbai Aviation Fuel Farm Facility Pr ivate Limited 
Page 3 or J2 

4. Analysis und er Indian GAAP 

The accounting analysis and the conclusio n for each of the issues highl ighted above is present ed in 
the subsequent paragraphs, 

4.1. Issu c J: A ccounting for dead stock purchas ed log etb er with (he plant and ma chin ery 

"	 Dead stoc k is the minimum level ofma terial needed to be maintained in the plant and machinery 

for the plant and machinery to operate 1'01' its in tended usc, The storage tanks will be located ill 

the airport in order 10 facilitate refi l l ing of aircrafis as and when required . Minimum lev el of 

fu el is req uired to be maintained in the storage tanks by design/na ture- below Ihis level the fuel 

canno t be withdrawn from the tanks. It is not Al (he discretion of the company . 

"	 As PCI' Pa rag ra ph 3 of'Acc ounting Stand ard 2 (Revised)- Valuation of Inventori es (' AS 2 '): 
"inventories (Ire assets: 

(a)	 Held jh,. sale in {he ordinary course ofbusiness: 
(b)	 In (he process of 'produc tionfor such sale: or 
(c)	 In the fo rm ofmater ials or supplies to he consumed in the production process 0 1' in the 

rendering or ser vices" 

Further, as per paragraph 4; 

4. Inv entories encompass goods p urchased and held/ or resa le.for example. merchandise purchased 

by a retai ler and heldfor resole. computer sof tware held / or resale, or lane! and other prOlJerty held 

for resale. In ventories also encompass finished goods produ ced, or work in progress he/ng 

produced, hy the enterprise anti incltule materials, maintenan ce su p plies, consumables and loose 

tools awaiting lise ill tile production process. Inventories do not Include mach inery spares which 

can be used only in connection with an item offixed asset and whose lise is exp ected /0 be irreg ular ; 

such machinery spares are accounted for in accordance with Accounting Stan dard (AS) 10, 

A cco unting/or Fixed Assets. 

a	 Furt her, as p,'r I'mngr aph 6.1 or Account ing Standard In·· Accouming 1'01' Fixed Assets (AS
 
10):
 

Fixed asse t /,1' WI asse t held with the int ent ion (JI' being use d / or the ! JlII "jJose (~I'f.'rodllcil1g 01' 

Ilrov/<ling golids' 0 1' se r vices and is 110t heldfor sa le ill the normol ('OIlI"S l' ofb usin ess 
fi 

'"	 The dead stock IIC;ld by rvIAFJ·lPL is not held Ior sa le in its ordinary course of business since
 
JvIAj ·TFPI .' s bu- iness is to provide storage space I'or storing fuels ~l nd not (0 buy Or se ll fuel.
 
Acco rdingly conditions (a) and (b) orParagraph 3 or AS 2 are not applicable to the COm j111 n )'.
 

Moreover, the dead stock is not consumed in the services related to storage or fuel, since this 
is the minimum level of material which is required to be held al all times in the oil storage tank 
in order 10 make i l operational throughout its life and provide the requ ired storage service, As 
a result , condi tio n (c) ofPa ragraph 3 or AS 2 would also not be applicable (0 the Company. 

\ 

Thi s document is the property of Mis Mumb ai Aviation Fuel Farm Facility Private Limited , 
~ 

and submitted to AERA (Airports Economi c). Thi s docum ent is extremely g ;lflndential and 

not for publi c disclosure. I :,\"~} 

• II ' 
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Mumbai Aviatio n luel Farm Facility Pri vate Li ll1ill' d 
Page l ] or J 2 

e Based on the facts orthe case, i l is evident thar (he dead stock is held with the intenti on of 
enabling the machinery It> perform its intended functions and render storage serv ices. 

e I! can be argued that in the given case, paragraph 6.1 or AS - I0 referred above, would ap ply to 
the Company and the dead stock would meet the defi nition of a fixed asset as it is necessary for 
the operation of'the facility. 

OJ The above is also supported by paragrap h 9. 1 0 1: AS 10, which provides guidance 0 11 

ide ntifica tion o ffixed assets as bcl o w .: 

"The COSI ofan item offixed asset comprises its purchase price, including import duties and 
other non-refu ndable taxes 0 1' levies and (/)~J' directl y attributable cost 0/bringing the asset (0 

its working condition f or its intended lise: any trade discounts and reba tes are deduct ed in 
arr iving at the purchase price. Examples ofdirectly auributoble costs ore: 
(i) site preparation: 
(if) initiat delivery and handling costs; 
(ii i) installation cost, such as specialfoundationsfor plant; and 
(iv) professionalfees.for examp lefees ofarchitects and engineers. " 

Accordingly, the cost of acquiring dead Slac k is in the nature of a cost tha t is directly 
attributabl e cost of bringing the oil storage tanks I plant and machinery to its workin g condition 
for its intended use of providing s torage services. 

The Expert Advisory Committee or the Institute or Chartered Accountants o f India in its 
opinion (No 2 1- Volume XXI) Oil valuation or inventories dealt with an opinion the accountin g 
for dead stock in the tanks of a company engaged in rhe business of refining, transportation 
through pipelines and the market ing petroleum products. According 10 Committee, the stock 
of crude oil in pipelines and tanks was not held for the purpose of producing or provi ding goods 
or services as contemplated in AS 10. Instead, it was opined that slac k of crude oil in the 
pipel incs was held III the process orproduction and the slack of fin ished products was he ld 10 1' 
sale in the ordinary course of business. Accordingly, the opinion required the dead stock to be 
acco unted as inventory as per AS 2. ' 

In our view the facts and circumstances co nsidered in that instance we re different fro m {hose 

I 
I 

ofMAFFF PI.'s CflSC, The situation considered in the EI\C opinion was of a company engnged 
in the business of refilling, transportation and marketing 01" petroleum products and not in (he 
business or providing storage serv ices, Accordingly, the opinion or the t~ A C wo uld not app ly 
ill the current situation. 

o Similar l',uidance is also available in lntc rnational Financial Reporting Standards under II\S 16· 
Properly: plnnt and equipment (lAS 16), Par<lgr<l ph J ()( b) o r lAS 16 s tates that: 

The cost ofan i(t!17I (?/ pro per ty, plant and equipme nt compris es: 

a) its purchase price, including import dutie s and non-refundable purchase tuxe s, (!lier 
deducting trade discounts and re bates 

h) 0 17.1" costs directly attribinabl« {O hring ing the asse t to the iocat ion 01/(/ condition 
11('(.'(}.\'.I'Ur li j iJT it to he capable ofoperating in the II/ WIiWr intended />y l)Jo l7ug elilel/ l. 

c) th« initia} estim ate of th e costs n/rlim w i//lillg (I /I( ! rem oving (/1(' item and rn /or r" g (11<, 
sit e OJ! which it is located. th« ()/J/(I ~(/ (i()11 [or which (11"/ <'lI/i( J' incurs either when th« 

Thi s docum ent is the property of MIs Mumb ai Aviation Fuel Farm F aci ~ ~t.Y Private 
Limi ted, and submitted to A ERA (Airports Economi c), Thi s docurnentis e 0tt~ ~el y 

confidential and not for public disclosure. 

uUJO 7 ~ 
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Murn bai A viation Fuel Farm Facility Pri vat e Limited 
Pnge 5 o f' 12 

item is acquired or as a consequence ofhaving used the item during (J part icular per iod 
/01' purposes other than 10 produce inventories during that p eriod 

e	 The basic principle 10 be applied while cap italising all item of cos I to a fixed asse t/pro ject under
 
construction is that it should be directly attributable [0 the fixed asscl for bringing it to its
 
working condition for its intended lise. The costs thai arc directly attributable 10 !he acqu isi:ion
 
o ~· a fixed asset for bringing it 10 its working condition <I re those cos ts that would have been
 
avoided if the acqui siti on had not been made. These are the expend itures without th e incurrence
 
of which, the asset could not be brought 10 its working condition, such as, s ite prep arat ion costs .
 
installation costs, sa lar ies o f engineers engaged in construction acti vities, etc. Th e above­

discussed principle of avo ida nce or cos ts as (he basis or identifying directly attri butable cost
 
for the purpose of capitalisa tion is also supported by I\S / 6. In the given case, the deadstock
 
is necessary 10 being [he fixed asset in a condition necessary for it 10 he operating in a manner
 
as intended by the Company.
 

"	 Thus the dead stock sho uld be recognised as a component of the PPE at cos t, II would be subjec t
 
\0 depreciation and be written down to its estimated residual va lue.
 

As per Paragraphs 3.1 and 3.4 of Accountin g Standard 6- Accounting for Deprec iation (A S 6): 

Depreciation Is a m easure q( the wearing out, consumption or other loss of value of a
 
depreciable asse t arisingfrom use, effluxion oftime or obsolescence through technology and
 
market chan ges. Depreciation is allocated so as to charge afair proport ion of'the depreciab le
 
amount in each account ing p eriod during tire expected lise/iii life of the asset. Depreciation
 
includes amortisation ofassets whose usefu l liji> is predeterm ined
 

Depreciable amoun t ofa depreciable asset is its historical cost, or other amount subs tituted 
for historic al cost in the financiul statements. less the estimated residual valu e. 

Further, as per Paragraph 5 of AS 6, the assessment of depreciation and the amount charged in
 
an accounting period is based on the historical cost of the asse t, the expected useful Jj fe of the
 
asset and the estimated residual valu e of the asset.
 

..	 As per Paragraph 3.3 or AS 6, the useful life is: 

1I.Iefiil I {/(~ is either 
(i)	 the p eriod over which (I depreciable asset is exp ected to he used by th e en terp rise ; or 
(i i)	 the number ofproduction O/' s im ilar units expected to be obtu inedlrointhe lise of/he asset
 

hy the enterprise.
 

Accordingly, even ifthe asse ts hnv r ;1 lon ger physical useful lilc, i ! ' the mnnagcmc ru estimates
 
that they will actually he used for a period shorter Ihan the physica l l i fe, the period over which
 
the asset is expected 10 be used by the management would be co nsidered lor the purposes or
 
determining Ihe depreciation charge .
 

'"	 Moreover, depreciation is also impacted by (he residual value of the asset. Paragraph I() oJ'1\S 
10 provides guidance on the es timation of ih c residual value orthe asse t: 
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Determination (!I" residual value c!/ 0/1 asset is norm ally a difficult matter. if such value is
 
considered as insignlficant, it is nortnntly regarded as nil. On tile contrary, if tile residual
 
value is li/w!y to be sil;l1ijical1(, it is estitnated (I( til e time (1'«cquisitioa/insttdlation, or at the
 
time ofsubsequent revaluation ofthe asset. One ofthe basesfor determining the residual value
 
would be the real isable value ofsimilar assets which have reached th e end of their useful lives
 
and hove operated under conditions similar (0 those in wh ich th e asset will. he used.
 

e	 Requirements of Schedule Jl of the Companies Act 20 13 (the Act) with respect to depreciation
 
are ClS below :
 

o	 Thc useful Iifc of an asset shall not be longer (han the useful life specified in Part C and 
the residual value of an asset shall not be more than five percent of the original cost or 
the asset 

o	 Provided that INhere a company uses a L1 seHJI life or residual value of the asset which is 
different from the above Iimits, justifications for the difference shall be disclosed in its 
financial statements 

o	 Thus the Company may on the basis of an objective technical and economic cvaluatioi,
 
determine a residual valu e of more than 5% and a useful life of plant and machinery different
 
from thnl prescribed in the Act. However, it would be required to disclose the facts and disclose
 
reasons for the same,
 

o	 The useful life for plant and machinery (storage tanks and related equipm ent) used in
 
exploration, production , and refining oil uno gas prescribed in the Act is 25 years. However it
 
may be noted that Schedule II recognizes the concept o f component accounting. Not e 4 in
 
Scheelulc II states as below :
 

(a)	 Useful life sp ecified in Port C Of/he Schedule isfor wh ole ofth e asset. Where cost of 
a part of (he asset is significant to total cos! ofthe asset and useful life ofthe part is 
di fferen: FOn? the useful life ofthe remaining asset, useful life of the significant part 
shall be determined separately. 

(h)	 The requirement under sub-paragraph (a) shall he voluntary in respect offlnancial 
years commencing on or after (he 1""' April . 2014 and mandatory for fi nancio! 
statem ents in re spect oj./inal1cial years comm encing on or after the t" Apr i! 20 1.5. 

Two issues arise in thi s context. Firstly is the value of dead stock s ignifica nt to the total 
cost of the storage tank . If so we should treat i( as a separate component. lis uscfu] lile 
should be evaluated and we should consider whether it would need rechargin g or whether 
there is an expected loss ill the quantity or value of dead s tock over [he life of the asset or 
which il is (J part. I fso, depreciation should be charged on this component separately. This 
wo uld also depend upon the Iact whether loss relating to dead stoc k (if any) is borne by 
MAFFFPL or whether as per luei sale agreements j( is cornnensatcd by the customers. 

o	 The Compan y should recognise the dead stock as an item of fixed assets and depreciate the 
depreciable amount over its expc(;(ed useful life as highlighted above, 
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4.2. ]SSl1C 2: Capitalisatton of prc-incorporatiou expenses 

.. As we under stand , the pre-incorporation expenses refer to preliminary expenses incurred in 
establishing the company such as legal and sec retarial costs , professional charges and other 

related payments. 

~ Paragraph 6 of Acco unting Standard 26- Intangible Asse ts defines an intangible asset (AS 26) 
as follow s: 

(/ /1 identifiable non-monetary asset, without phy sical su bstance, heldfor I.I ,W~ in the pro duction 
or S I. IPP ~V ofgoods or services.for renta l to others, or fo r adminis trative purposes, 

Non-monetary assets are assets other than money held and asscis to be received in fi xed or 
determinable amounts of money. 

( G As per Paragraph 55 of AS 26, expenditure on an intan gible Asset: 
~ , sh ould he recognised as on expense when incu rred un les s it meets the following cr iteria: 

a It f orms part ofthe cost of an intangible asset that meets the recogn ition criter ia (see 
p aragraphs 19-54) ; or 

b the item is acquired in an amalgama tion in th e natu re 0/ p urchase and CC/ f1J 1Ot he 
recognised as an intangible asset. Ifthis is the case, this expenditure (in clude d ill th e cost 
ofacquisition) should fonn part oft he amount att ributed to good will (cap itol reserv e) at 
the date ofacquisition 

AS /,6 Also describ es situations wherein em expenditure is incurred to provide future econo mic 
benefits [ 0 an enterprise, but (In intangible asset is not recogni sed. In such s ituations, (he amount 
is recogni sed as an expense when incurred, 

e The instances of suc h situations arc provided in Paragraph 56 of AS 26 arc as below: 
a, expenditure ou start-lip activities (start-up COJ{.~), unless this expenditure is included ill 

the cost ofan item offixed asset under AS j O. Start-up costs may consist ofpreliminary 
expenses in curred ill establishing (/ legtsl entity such as leg«! a/J(I secretariat costs, 
expen diture to op en a uew fa d!i~p OJ' IJU.I'ilJl',\:'o' (p f'e- ojJ('J/iNJ; costs) or expetulltnresfor 
commencing /lew operations or lal/llchillg new products or processes (pl"t!,.opermillg 
cos1,1); 

h. expenditure on tra ining activities; 
c: expenditure on advert ising and IJI"(J f}/()tiOl1oI act ivities: an d 
d expenditur« on relocat ing or rc-orgonislng. pur! or ul! ofo n en terp rise. 

T he Guidance Note on Treatment or l. xpcnditure Du ring Construc tion Period issued by the 
Institute ol'Ch artered A ccountants of India (leAl ) pcrm iued the capi talisutio» and amort isati on 
ofsuch start -up or preliminary expenses. I Io wevcr, rhe IC'AI has withd rawn this guidance note 
in 200R. Accordingl y, such preliminary expenses includ ing start up co sts are expensed when 
incurred. 

Accordingly, the COJ11 pnny is required (o recogni se th e pre-incorporation expenses ( i.e, 
CS.. 11 cnscs incurred to es tablish the Ie!:'."l entity (MAFF FPL ) e ,g.. Ieg:ll and secre tarial expenses) 
as an expense and the S' I I11<.' should not be cnpitnliserl . 

\ ...., Th is docume nt is the properly of Mis Mumbai Aviation Fuel Farm Fa cil ! ~y Private 

Limited , and submitted to AERA (Airport s Economic). Thi s d o cu l)1~? ~, .rS!.~I;i~, tremel y 
. v ~ ~ 
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4.3.	 Issu e 3: Accounting for interest and oth er costs r elating to term loans 
~ As per Paragraph 3 of Accounting Standard 16- Borrowing Costs (AS J 6): 

Borrowing costs are interest and oth er costs incurr ed by an enterprise in connection with (he 
borrowing o/jimd\' 

A quolifving' asset is an asset that necessaril y tokes a substantial period oftime (0 gel readyfor 
its inten ded lise or sale. 

Ordinar ily , a period of twelve months is considered as substantial period of tim e unless a 
s hort er or longer period cOJ) bejust ified on the basis offacts and circumst ances ofthe case. 

'"	 Accordin gly, any asset that docs not take a substantial period of time to get ready for its 
intended usc, is not considered to be a qualifying asset for the purpose of AS 16 and any 
borrowing costs incurred in respect of such assets cannot be capitalised to the cost of the asse t. 

e	 The assets purchased from the Oil PSUs, arc purchased on an 'as is where basis ' and arc 
acquired together with the dead stock, which is required for the assets to be operational. Thus, 
it appears that these assets are ready for their intended use and do not take a substantial period 
of time to get ready for the intended use. Consequently, any borrowingcosts incurred to finance 
the purchase or the assets from the Oil PSUs cannot be capitalised as a part of the cost of the 
asse ts and III ust be expensed as incurred, 

"	 In addition to the assets purchased from the Oil PSUs, the Company is also in the process of 
-constructing new assets, We are given to understand that these new assets under construction 
require a substantial period oft ime to ge l rend)' for their intended use, thus the borrowing costs 
incurred on these constructed assets should be capitalised by the Company. 

D Paragraphs 8, 10 and 12 of AS J6 provide guidance on the amount of borrowing costs that 

should be capitalised: 

8. The borrowing costs thai (Ire directly attributable to the acquis il ion, construct ion Or 

production ofa (jual!fjJing asset (In! those bo rrowing costs that would have been avoided ifthe 

expendit ure on the qual{fjJillJ: asset had no! been made ... .... 

j 0, To the extent that fund s are borrow ed .' j J(;,c{ficul ly !f.11' the p Ul '!JOSI! ofobtaining II quul [fjJing 

asset , the amount of borrowing costs eligi ble {OJ- cap italisation on that asset should he 

de termined as the ac tual borrowing costs incurred 0/1 that borrowing during the period less 

(Illy incom e (}11 the l ell1p 0J'(:IIY in vest m ent ofthose borrowings. 

l.? To the exten t that fund, lire borro wed generally an d usedfo« the p urpos e 1.:/ ub tl.lil1;lIg (/ 

qualijjJ;nf!, asset, the 011101111 1 r4 borro wing costs elig iblefor capitalisation should be de termined 

by applying (I capitatisation rate 10 th e expenditure 011 (/11(( asset. The capitalisation ro le 

should he the weighted averag« (?t-the borro wing costs appl icable 10 the borrowings r{ th« 

enterp rise that are ou tstanding dllrin f; th« period, other than borrowings made specificallyfor 

the purpose rloh laill ing a q llolffj 'ing asset. The u lI101 lrJ 1 oj lw rl'Ol1' il/[!. costs cap itolised during 

(/ period should not cxcee.! the .nuonn! oj'ho!'rml'in,1l. costs incurred clll rill~ that period. 

This document is the property of Mis Mumbai Aviation Fuel F~rm Facility Private 
Limited , and submitted to AERA (Airports Economic). This document Is e~xtremely 

confidential and not for public disclosure . !I'.(,8:) \:, iiq.'~' J~:"~:\ 
h'	 ~,/ ~. ~ . 

' .:. ~ :.. : 

00 0
 
CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 36 of 112



Mumbai Aviation Fliel l-urm Facil ity Pri vate Limited 
Page. ') or r 2 

As per the above, the borrowing cos ts that are cap italised are those that otherwise wo u ld have 

been avoided if the expenditu re on the qualifying asse t had not been made. T his includes 

interest on borrowings made specifically for tile purpose of obtaining the qualif y ing asset 

(speci fie borrowings) and costs of other borrowings tlla! could have been repa id if expenditure 

on-the asse t had not been incurred (general borrowings), 

<>	 In certain situations, (he acquisition or construction of qualifyin g assets may not be fi nanced 
by a specific borrowing as env isaged in paragraph 10 above. In such s ituat ions, paragraph 12 
provides guidance on the capitalisation of borrow ings on genera l borrowings. 

G Thus, in this case, borrowings cos ts on funds utilized only to the extent of expend iture in 
construction of new assets which require a substantial period or time to get ready for their 
intended use can be capitalised 

4.4. Issue 4: 'I'rea uncut of loan origination costs 

e	 The Company has incurred ce rta in cos ts like loan process ing fee, lead arranger fee , and legal 

counselor su rvey fees. As we understand, these represent fee paid to the lender for the ac tiv ities 

associated with the inception of the loan, includin g gathering all the necessary documentation 

fi nd also includ es a charge required by a lender to lock-in specific terms on a loan fIl the time 

of applicati on. Apart from these upfront fees, the company is charged the normal ra te of 

interest. 

e	 Borrowing costs arc interest and other costs in curred by WI enterp rise in COlI ll l!C r;OI1 with the 

!JOrI'() flJing of{t ITIds. 

G Paragraph 4 of AS 16 provides the nature of expenses which may be included as borrowi ng 
costs : 
a) interest and commitment charges on bank borrowings and other short- term and long-term 

borrowings; 
b) amortisation of discounts or premiums relating to borrowings; 
c) anurrtisutlon of ancillary costs incurred in connection with the arrangement of 

borrowlugs; 
d)	 finance charges in respect or assets acquired under finance leases Or under other similar \ 

I nrrangements; and
 
c) exchange differences arising fron: foreign currency borrowings to the extent that they arc
 

regarded as an adjustment 10 interest costs. (emphasis added)
 

~	 /\ s per (e) above, nnc i l lnry costs incur red in connection with [he arrangemen t or borrowi ngs 
should be amortised over the I l) (11l period, Tile above position is reiterated in le Al 's Guidance 
N Ol Con Revised Schedule V I I, as below: 
"As per AS 16 Borrow ing Costs ancillary borro wing cos ts and disco unt or pr e mium reloting 
10 borrowings could be amort ised over the 10(1/1 period.., .. " 

The Institute ofChartered Accounta nts orIndia held issued a Gu idance No tc on {he Revised Schedu le V I 
ofl he Companies Acr 1956, The format o f' financial statements under the Companies I\c t 20 IJ is co ntained 
in Sdledl1lc- /II ofI hc Act and is in line with the format under (he Revised Sched ule V I of the Com pnnics 
I\U ISI .,)6 . l lcnce the ( Iuidance Note is appljc:1hl e In Schedule ,Ill nft he Comp anies /\ ct, 20)1 ,1150. 
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" [xpenscs like loan processing lees, lead arranger 's fecs.Jcgal counsel lees incurred specifically 
in respect of the borrowing should first be apportioned over the period of the loan and added to 
the interest cost of each period. Thereafter the total borrowing cost should be expensed or 
capita lized as discussed in para 4.3 above. 

4,5, Issue 5: Accoun lillg for P crforman cc G uara nree to MIAL 

<> The guarantee provided to MIAL is in respect of a specific performance by MAFFFPL under 
its contract with MJAL,. This guarantee provided by the Bank on behalf of (he Company is in 
the nature of a Performance Guarantee and not an ancillary cost incurred in connection with a 
borrowing. 

.. The performance guarantee commission paid by [he Company to its banks is therefore not in 
the nature or A borrowing cost and cannot be included in borrowing cost (which are then to be 
expensed or capitali zed as discussed earlier), 

I I 
!l Accordingly, the guarantee commission is required to be accounted in accordance with (he 

principles of accrual on a time proportion basis, 

'" Paragraph 6.4 or the leAl's Guidance Note on formal of financial statements states: 

Impl ications ofa l! instructions mention ed above can be illustrated by means oft hefollow ing 
examp le. One (~r the line items to be pr esented on (he [a ce ofthe Balance Shee t under Current 
ass ets is "Cash and cash equivalents ". Th e break-lip ofthese items required to be presented 
by the Revised Schedule Vl comprises ofitems such as Balances with b'11I1i..~' h.ekl as margin 
tnou ey or security oguius! borrowings, guarantees, etc. antt bank deposits with more tlutn 12 
months motnrity. 

r 
\. 

According to AS-3 Cash Flow Stat ement s, Cas h is defined to include cash 011 hand and dell/and 
deposits with banks. Cosh Equivalents are defin ed as short term, highly liquid investments that 
are readily convert ible into known amounts of'cash and which are subject to an insignificant 
risk ojchanges in valu e, The Standardfurther exp lains that 011 investment normally qualifies 
as a cash equivalent onlv when it has a short maturity ofthree months or lessfrom the dat e of 
acquisi t ion Hence. 11 ornt0 IfF, dep osits with or ig inal maturity 0/ three months or less onlv 
sho uld f) I' closs((i f'd (/ .1' cosh equivulents. 

Furth er, bank bolanccs lt eh] as margin money or serttrity oguinst horrowings art! neith erin 
tire nature of demand deposits, 1101' readily available for use I)y the t.'01l1!)(I1~l', anti 
(u:cor({""gIYJ rio not ntee! tire aforesaid definition oj' r:o,~11 equivalents. TIlUS, this is un 
apparent conflict between tlu: requirements ofthr Revised Sch edu le VI and th« A ccounting 
Standards with respect 1'0 which items S1101I! rI form pari of Cash ant! ('(Ish cqnivalents. As 
laid down i ll lh(' ( ,'('11 ('1'01 Instructions. POl'O J ofRe vised Sch edul« VI, req uirement» ofth« 
Accounting Sta ndards would prevai] over the Revised Sch edule V! and the company should 
make necessary modifications in the Financial Statements which m(lY include addition, 
amendment, substitution UI" rlelelion in tlu: head/sub-head or any oth er changes inter se. 

Accanlingly, tire con flict should be resolved I~)) clianglng the caption "CIlSIr O/1{1 ( 'O,\'!J 

equivalents" to "Cash and bunk batnnres, '.' which /1/(1)' hove (IPO sub-heading», viz., "Cash 
an d ('(I .I'/i equivalents "Il)/(l "Oth er /)(11/1, bolan ces. » ]lwJ()!"1IU'r sllOu ld include ontvttr« items 
tluu constitute Cast: (1/1(1 caslt equivalents defiu ed ;11 ttrcortlmrce with AS 3 (atu! IlIIt th c 
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Revised Schedule VI), while tlt e remaining line-items may he incltuled under the latter 
heading. 

~	 Further, paragraph 8.8.4 of the Guidance Note also requires balances with banks held El S margin 
money or security with banks to be disclosed separately. 

Balances with banks 10 the extent held (IS margin money or security aga inst the borrowings, 
guarantees, other commitments shall he disclosed separately 

"Other honk balan ces " would comprise 01 items such as balances with banks to the extent of 
held as margin money or security against borrowings etc, and bank deposits with more than 
three months maturity. Banks deposits with more than more than twelve months matur ity will 
also need to be separately discl osed under the sub-head 'Other hank balances '. The non­
current portion ofeach ofthe above balances will have to be classified under the head "Other 
Non-curr ent assets" w ith separate disclosure thereof 

Q Hence, the margin money deposit placed by the Company with its bank should be accounted 
'other bank balances ' anel it should not be considered to be 'cash equivalent' in the financial 
statements prepared under Schedule JIJ of the Companies Act 2013. 
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5. Confidentiality and Di sclai III CI' 

Q	 Our analysis is based on the completeness and accuracy of the facts conveyed [ 0 us. If any of 
the information provided lo us is nor entirely complete or accurate, it is imp erativ e that we be 
in formed immediately, as the inaccuracy or com pl eteness could have a materi al effec r on our 
conclusions. 

e	 Our analysis is restricted 10 the questions referred to in Section 3 above. We have not ana lysed 
any other accounting matters. 

e	 This analysis has been issued for the cxc lusive use of Mumbai Aviation Fuel Farm Fuci Jity 
Private Limi ted in line w i th our let ter of engagement. No other person shall be entitled Lo pl ace 

reliance 011 (his ana lysis. It should not be copied or disclosed to any other thi rd party, in whole 
or in pari, without our prior w r itten consent, 

..	 Any changes (0 the acco unting standards and related regulatory guidelines , which co uld also 
be retrospective, could have an effect on the validity ofthe information stated herein. 

..	 Weassume no obligation to update {his analysis 0 ')1 any events subseq uent to its issue, which 
lllay have a material effec t on the information provided herein. 

"	 We would advise you 10 discuss this matter with your statutory auditors a lso since our views 
arc no! binding on the statutory auditors. 

Vcry truly yours 

k.< .. i. . ...L, l ,J\ I. " 

Sl1i Vejlk;;-t'csl;'~~ahllJ 
Partner 
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MAFFFL/ /SM/ AERA/ «5: January 19, 20'l5 

To, 
The Secre tary,
 
Airports Ec onomic RegulCi to ry Authorit y o f India ,
 
AER A Building,
 
Adminisfro tive Complex,
 
Safd arjung Airp ort ,
 
New Delhi 11 0 003
 

Subject: Request for Toriff Approval for Mumbai Avlatfon Fuel farm Facility 
Prlvcte Limited for providing fuelling services at CSI Airport, Mumbal. 

Dear Sir, 

This is furt her 10 our va rious letters on subject lost resling wi th letter 
MAFFFL/SM/AERA/44 d a ted Jonuory 16, 20 15. We are a lso th ankful once 
a gai n for giving an opportunity to meet yo u in p erson on January 19. 2015 
ond exp laining th e reqoirem ent of the approval o f tariff for the Fuel 
Infrastruc ture c harges. The some is reite ra ted below; 

~ -: ;<1, The Transfer d e ed, Li c ense Agreement, ITP Agreement, Interim 
-;;\\\~\':. operotions ogree rne nt b etwe en "the par ties a nd MAFFFL w ere signed 

on 13 .1.201 5 an d w lrh same 1'he exisfino fa cilil'ies o f Oil PSU' s and M IAL", j t" • are lransferred 10 MAFFFL, MAFFFL has started the fuel far m opera tio ns 
VI? e ffec live 00.00 hrs. o f 14. I .20 15. 

2.	 WiH1 the abo ve 0 11 the exp en d iture w ith regards to the Fuel fo rm 
operotlon s hove to be arra nged by MAFFFL only. 

J0C, 1(1JIloS) 
~ 3 .	 As od vised eorlier. MAFFFL sha ll appoint o Fuel far m operator, selec te d 

by w ay o f competitive bidd ing throug h public ten d er. The L1 pa rly 
emerged by way o f pub lic l ender is f3 PCL, The ord er on SQi1'1 e she ll be 

( plac ed w ith the approval o f the Board. The b oard rneetlng has b een 
( planned on January 29, 2015. Ihere orle r the LOA shall be released and 

tho party is expected 10 ob tain Ihe nec essary a pprov a ls from DGCA 
etc.. cm d is expected !o storl the independent opera tio ns b y end o t 
Marc il 20'15. 

4.	 Till such tim e. Ihe fa ci lities sholl be opercte o by the exisling Oil PSU, 
IOeL HPCL and f3PCL e nd M AFFFL sholl pay a chorge '/0 them for 
some. Ihe c ho rpes paid she ll b e towards the ooero tions only and olJ 
the charges rolated to the loc a tion like 1118 land rentals, p roperl y lox 
etc. . sho ll be to {he account of M AI=r-FL. MAFFFL. ha s entered in 10 o n 
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interim triparti te a greement. between MA FF~ L as tile tocil lty owner, 
IOCL,HPCL an d BrCL as supp liers and IO eL, HPCL and BPCL os til e rue l 
farm operators (of their respec tive lc c otlons}. MAFFFL shal l choroe th e 
suppliers the fuel in fro c harges as per the ra te s a pproved by AERA. II is 
a lso to inform rho: th e charges will b e ra ised after the approva l of ro les 
by AERA The copy o f the draft agreemen t wos enclosed w ith the MYTP 
subm ission. (Annexure 6 - interim Trip artite Fuel Farm Opera to r & 
Supp lier Agreement, poge 189-205) Mf\FFFL has en te red into on in terim 
irip o rtite agree ment b efore the sto rl o r' the operatio ns. 

5,	 MAFFFL requires urgent funds for the followi ng ; 

a .	 requiremen ts of sto rutorv payments 
b .	 fuel form operator chorqes. lic ense fee and rental s 
c.	 day 1'0 day a dministrative expenses 
d. Sa laries and w ages e tc. 

6,	 In the absence o f ap pro ved tar itf, MAFFFL is not able to do any 
finan cial closure and ra iseJhe funds 10 ensure smooth a nd 
uninterrup ted opera tions o f the fuelling opero tio ns a t CSIA. 

7.	 With regards 10 til e reo sonobleness of the user agreements, it is to 
inform l'he following ; 

a .	 All the Supplier agreements wi ll be same for a ll the Suppliers and 
w ill be in p ub lic d omain. The points 1'0 be c onsidered in the 
supplier agreement, as included in the tender document is 
enclosed. 

b .	 The rates charges sha ll be approved by AERA and no 
d iscriminorion of rat es between users shall be mode 

c.	 Tile rol es proposed have been o gree d 10 by the presen t users. 
The consulto lion p aper has a lready be en submitted w ith the 
M YTP p ropose! (Ann exure 9, p ag e 241-245) 

d.	 The rate ha s been d etermine d bas is the b uilding blocks of AERA. 
The subm issions h O VQ olso been made a long w ith the M YlP 
p roposal. 

e ,	 II, is also to inform lhot as P CI' the resp on se lo the CeI 's que ry, the 
overage cost of opera tion for BPCL/HPCL/IOCL for the year 20 \3­
'14 is abou1 Rs 1054.30/K L. In relo tion to MAFFFL lhe same works 
ou t to Rs 828/ KL for the fue l intrastructure c ha rges (proposed) 
a nd thot o t ITP c harges of Rs 198/ KL, io lollno Rs l026/K I... 

View all above, w e o nce again req uest for an imm ediate approval of tIle 
p roposed tari ffs, This wil l enable Mf\FFFL to achieve financial closure a t Ihe 
earliest a nd 10 ensure unint errupte d fuelling opera tions 01 CSIA. 

P<lge 2 of 3 

00
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I would be happy to provid e a ny further clarification, if so required by the 
Authority. 

Yours Sincerely, 

~ ,, ~...J"""~ ,I ': "=-~1--' ,.. 
Shyarn Musiya!war 
Chie f Executive Officer, 

Murnboi Avia tion Fuel Farm Facility Private Limited 

Enclosure : The points 10 be consid ered in 1 hE-~ supplier o (:jreement, os inclvdecJ in the 
tender document. 

Page 3 of 3 
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1. Introduction 

Mumbai Aviation Fuel Farm Facility Private Limited, a company registered under the 

Companies Act, 1956 and having registered office at 1st floor, Terminal 1B, Chhatrapati Shivaji 

International Airport, Mumbai – 400099, Maharashtra, India.  

A meeting of National Facilitation Committee (NFC) aimed at resolving issues related to 

development of Chhatrapati Shivaji International Airport (CSIA) including oil facilities at CSIA 

was held at New Delhi on 09th March 2009 chaired by Cabinet Secretary, GoI. In the 

subsequent meeting chaired by Secretary, Ministry of Petroleum and Natural Gas (MoPNG) at 

Mumbai on 15th April 2009, specifically with regards to the oil facilities at CSIA, it was decided 

that a joint venture company (JVC) would be constituted comprising of all the Oil Public Sector 

Undertakings (Oil PSU) namely Indian Oil Corporation Limited (IOCL), Bharat Petroleum 

Corporation Limited (BPCL), Hindustan Petroleum Corporation Limited (HPCL) and Mumbai 

International Airport Private Limited (MIAL) for the purpose of managing the current aviation 

fuel facilities and creating an integrated aviation fuel facility at CSIA on an open access model. 

Based on the decisions taken in the aforesaid meeting, a MoU (Annexure 8) dated 30th 

September 2010 was executed between Oil PSUs and MIAL. The new integrated fuel facility is 

envisaged to be a crucial step towards airport development. 

In line with above, a Joint Venture Company, viz Mumbai Aviation Fuel Farm Facility Private 

Limited (MAFFFL), will take over the current Fuel facilities and construct an integrated fuel 

farm along with necessary hydrants within a reasonable time. The License Agreement 

(Annexure 1) signed between MAFFFL and MIAL, for MAFFFL to operate the Integrated 

Facilities, is valid up to 2nd May 2036. 

 

2. Background: 

Currently all the Oil PSUs namely HPCL, BPCL and IOCL are operating from their respective 

facilities located at Sahar and Santacruz areas at CSIA. The planned Integrated Fuel Farm 

Facility will operate from a single point (i.e., at the site of the existing facilities of IOCL and 

HPCL near the Domestic terminal T1A, Santacruz) to bring in the efficiencies of the integrated 

operations. The existing facilities acquired from the Oil PSUs will be disposed-off once the 

Integrated Fuel Farm is operational. 

MAFFFL had submitted the proposed transaction to the Competition Commission of India 

(CCI) and have received its approval vide order dated 29th September 2014. Subsequently 

MAFFFL has started preparing a detailed MYTP for providing fuelling service at the said Fuel 
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Farm at CSIA.  

3. Transaction Structure: 

After signing of the MOU, an Executive Committee (EC) was constituted comprising of 

representatives of all the three Oil PSUs and MIAL, which was tasked to conclude all the 

agreements between MIAL, Oil PSUs and MAFFFL and also decide on the various steps to 

operationalize MAFFFL. The Share Purchase and the Share Holders Agreements between the 

four shareholders (IOCL, BPCL, HPCL and MIAL) was signed on 6th March 2014. MIAL is 

granting MAFFFL the rights to design, develop, finance, operate and manage the Fuel Farm and 

to contract with third parties to undertake the functions of MAFFFL at CSIA, by way of License 

Agreement. The existing aviation fuel assets including the hydrant system of all the parties, at 

CSIA, will be transferred to MAFFFL by way of a Transfer Deed. 

As described in the MoU, the transfer of all the rights, titles and interests in all the assets 

comprising the existing facilities from Oil PSUs and MIAL to MAFFFL will be done for a 

consideration equivalent to the replacement cost less depreciation of the existing facilities as 

agreed to between the shareholders. The ownership of pipelines connecting the refineries to 

aviation fuelling stations of the Oil PSUs/ integrated facility shall remain with the respective oil 

companies. As agreed to by the EC members the Replacement value of the current fuel farm 

facilities of Oil PSU's at CSIA, Mumbai was ascertained by Engineers India Ltd. (EIL). The 

replacement value as ascertained by EIL was depreciated based on life of facility, to arrive at the 

compensation to be paid by the MAFFFL to the PSUs. It was also agreed that MAFFFL will 

reimburse cost incurred by MIAL till date, pertaining to fuel hydrant system at this airport. This 

was envisaged under the MOU as MIAL had to commission the integrated terminal based on 

certain timeline and could not have waited for MAFFFL to be operationalized and start the 

project. 

Based on agreement between EC members, a feasibility report for the integrated fuel facility was 

prepared to ascertain the feasibility. Fuel Infrastructure Charge (FIC) was computed based on 

AERA’s regulatory building block approach.  

EC in a meeting dated 3rd May 2013 decided that MAFFFL, through public tender will appoint a 

Fuel Farm Operator for managing the Fuel Farm Operations and two independent Into Plane 

(ITP) service providers for managing the ITP operations at CSIA. MAFFFL has subsequently 

floated public tender for appointment of ITP Operators on 10th April 2014. Bharat Stars 

Services Private Limited and Indian Oil Skytanking Limited have been selected as the two 

parties for providing ITP Operations at CSIA for a period of 10 years and extendable by 5 years. 

With regards to the Fuel farm operators, public tender for selection of the Operator been floated 
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on 18th October 2014 and is expected to be finalized in January 2015. The period of contract for 

the fuel farm operations shall be for a period of 5 years. 

4. Regulatory Approach  

AERA has issued direction dated 10th January 2011 under Section 15 of the AERA Act 2008 

establishing AERA Guideline 2011 - Terms and condition for determination of Tariff of Service 

provided for Cargo Facility, ground handling and Supply of Fuel to aircraft (herein under 

referred to as “the guidelines”). As per clause 1.2 of the above said guidelines, applies to supply 

of fuel to the aircraft at a major airport. 

As per the proviso to Clause 7.1 of said guidelines, in the event that a new Service Provider (s) 

is granted permission for providing Regulated Service (s) at a major airport, the Service 

Provider (s) shall, within two months of the date of grant of such permission, submit to the 

Authority for its consideration, a Multi Year Tariff Proposal in accordance with the guidelines. 

Since the Fuel Farm established by MAFFFL comes under the said definition of new Service 

provider, MAFFFL is hereby making this application for approval of the proposed tariff for the 

said Fuel Farm. 

As derived from the Clause 3.1 of the said Guidelines, MAFFFL understands that the Authority 

shall determine its approach to the regulation of the Regulated Service (s) based on three stage 

procedure as under: 

a) Materiality Assessment; 

b) Competition Assessment; 

c) Reasonableness of existing User agreements. 

Further to that clause 3.2 states that, based on Authorities review of the above mentioned three 

stages, Authority shall determine its approach as: 

‘(i) 'not material', the Authority shall determine Tariff(s) for Service Provider(s) based on a 

light touch approach for the duration of the Control Period, according to the provisions of 

Chapter V;  

(ii) 'material but competitive', the Authority shall determine Tariff(s) for Service Provider(s) 

based on a light touch approach for the duration of the Control Period, according to the 

provisions of Chapter V;  
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(iii) 'material and not competitive' but where the Authority is assured of the reasonableness of 

the existing User Agreement(s), the Authority shall determine Tariff(s) for Service Provider(s) 

based on a light touch approach for the duration of the Control Period, according to the 

provisions of Chapter V; .. 

(iv) 'material and not competitive' and where the Authority is not assured of the reasonableness 

of the existing User Agreement(s), the Authority shall determine Tariff(s) based on price cap 

approach for the duration of the Control Period. In such cases, the Authority shall determine 

the Aggregate Revenue Requirement according to Chapter III and determine Tariff(s) according 

to the provisions of Chapter IV ‘ 

We take this opportunity to assess MAFFFL’s standing viz -a -viz the parameters stated in the 

Guidelines. 

 

4.1. Materiality Assessment 

As per the Clause 4.2 of the Guidelines, the materiality index for service provided for supplying 

fuel to the aircraft at major airport A is defined as  

 

‘Where the MIF, as calculated above is 5% or more at a major airport, the service provided for 

supplying fuel to the aircraft at major airport A shall be deemed 'material'. If MIF is below 5%, 

then service provided for supplying fuel to the aircrafts at major airport A shall be deemed 'not 

material'.’ 

The percentage share of total fuel off take at major airports, as per the AAI statistics and as 

mentioned in the Appendix II 1.3, are given below 

Serial 

No. 

Airport Total Fuel Throughput 

FY 10 (KL) 

% of Total Fuel 

Throughput at Major 

Airports 
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1 Mumbai 15,74,834 31.9% 

2 Delhi 13,70,146 27.8% 

3 Chennai 322,675 17.0% 

4 Bangalore 174,644 9.2% 

5 Kolkata 106,585 5.6% 

6 Hyderabad 66,459 3.5% 

7 Cochin 40,363 2.1% 

8 Trivandrum 33,150 1.7% 

9 Ahmedabad 22,675 1.2% 

10 Pune 17,845 0.9% 

11 Calicut 17,500 0.9% 

12 Jaipur 6,209 0.3% 

13 Guwahati 5,037 0.3% 

14 Goa 4,377 0.2% 

 Total 1,897,814 100% 

Source: Guidelines, Appendix II 1.3 

MIF as calculated for Mumbai Airport in the above table is 31.97% which is clearly more than 

5% cut-off. Therefore service provided by MAFFFL at Mumbai Airport is material. 

 

4.2. Competition Assessment 

As per Clause 5 of the Guidelines, the competition assessment for the Regulated Service (s) 

provided by the Service Provider (s) at major airports is defined as: 
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‘Where a Regulated Service is being provided at a major airport by two or more Service 

Provider(s), it shall be deemed 'competitive' at that airport. If a Regulated Service is provided 

by less than two Service Provider(s), it shall be deemed 'not competitive'. 

At Mumbai Airport, there is only one fuel service provider. Details of competitive facilities are 

provided below. 

S. No Details of Fuelling Service Providers at Mumbai Airport  

1  MUMBAI AVIATION FUEL FARM FACILITY PRIVATE LIMITED 

Clearly the number of service providers is not ‘two or more’; therefore service provided by 

MAFFFL at Mumbai Airport is not competitive. 

As per the authority’s competition assessment framework, service provided by MAFFFL is 

‘material but not competitive’; therefore the reasonableness of user agreements has to be 

ascertained by the Authority. 

However, while there is no other Fuel Farm Facility at CSIA, MAFFFL by nature of its business 

cannot have any monopolistic advantage as it is committed to provide Fuel Storage Service to 

all oil suppliers on an open access basis 

 

4.3. Reasonableness of User Agreements 

As per Clause 6 of the Guidelines, the reasonableness of user agreements for the Regulated 

Service (s) provided by the Service Provider (s) at major airports is defined as: 

“The Authority shall consider the existing User Agreement(s) as reasonable provided that:  

6.1.1. The Service Provider submits existing User Agreement(s) between the Service Provider 

and all the User(s) of the Regulated Service(s), clearly indicating the tariff(s) that are agreed to 

between the Service Provider and the User(s) of the Regulated Service(s), and  

6.1.2. The User(s) of the Regulated Service(s) have not raised any reasonable objections or 

concerns in regard to the existing User Agreement(s), which have not been appropriately 

addressed.  

Provided that the Authority may in its discretion consider such other additional evidence 

regarding reasonableness of User Agreement(s), as it.may deem fit.” 
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MAFFFL has provided the evidence of user consultation as well as the user agreements which 

help in ascertaining that the user agreements are reasonable. The user agreements are standard 

for all users and all users will pay the same tariff. As evidenced from the user consultation no 

concerns were raised by users.  

Therefore the tariff should be regulated by the Authority under Light Touch Approach as per 

Chapter V of the Guidelines. 

 

5. Tariff Proposal - Light Touch Approach 

Confidentiality 

In accordance with the proviso to clause 7.2 of the guidelines: 

‘Provided that the Authority shall consider specific submission(s) from Service Provider(s) for 

not putting certain information in the public domain on grounds of such information being 

Confidential Information.’ 

MAFFFL has put in a request to the Authority to maintain the confidentiality of certain 

documents (as identified in this Multi Year Tariff Proposal as confidential) as this set of data is 

critical to the business of MAFFFL and availability of the same in the public domain would be 

detrimental to MAFFFL’s operations and cost competitiveness. 

 

5.1. Consultation with stakeholders 

5.1.1. Evidence of consultation 

The stakeholders of MAFFFL are the Oil Companies supplying the fuel to the airlines. 

As per Clause 11.2 of the said Guidelines, MAFFFL has initiated the user consultation process 

with all its stakeholders, in order to address all the concerns and issues faced by them regarding 

the process to be adopted for storage and handling of fuel, tariff to be levied and the quality of 

service provided. The summary of these consultations has been provided below in the 

subsequent paragraphs. 

During the Stakeholder consultation MAFFFL made a presentation to all stakeholders covering 

in detail about the company, proposed plan and operations that would be carried out by 

MAFFFL. 

Below are the extracts from the user consultation (Annexure 9): 

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 51 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd.  
Multi Year Tariff Proposal for Fuel Farm 

January 2015 

Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

Page 8 

Minutes of the Meeting held by Mumbai Aviation Fuel Farm Facility Private Limited 

(MAFFFL) with Aviation Fuel suppliers at Hindustan Petroleum Corporation Limited, 

Santacruz ASF, Mumbai on 8th January 2015 at 1400 hrs. 

 

List of Participants: 

S. No. Name of Participants Name of the organization 

1 Mr. Shyam Mustyalwar Mumbai Aviation Fuel Farm Facility Private Limited 

2 Mr. Ravindra Mittal Mumbai Aviation Fuel Farm Facility Private Limited 

3 Mrs. Geeta Iyer Mumbai Aviation Fuel Farm Facility Private Limited 

4 Mr. G. Krishnakumar Indian Oil Corporation Limited 

5 Mr. P. J. Kavde Bharat Petroleum Corporation Limited 

6 Mr. Ranjeet Mundayur Hindustan Petroleum Corporation Limited 

 

The agenda for the meeting was: 

1. Consultation on the Tariff for Fuel Infrastructure Charges (FIC) of INR 828 per kilolitre 

Points discussed: 

1. Mr. Mustyalwar started the meeting by stating the readiness of MAFFFL in taking over 

the existing facilities from respective Oil PSUs in following aspects –  

a. Start of Operations –  

MAFFFL is ready to start the operations from 12th January 2015  

b. Status of transfer deed and license agreement –  

The stamp duty of all the agreements including the transfer deed has been paid 

on 30th December 2014 and the registration is planned on 12th January 2015. 

Thereafter the facilities shall stand transferred to MAFFFL. 

c. Registration for Shop & establishment –  

Application for shop and establishment has been made on 7th January 2015 to 

the concerning authority. 

d. Factory license –  

Factory license application has been submitted by MAFFFL and is under 

consideration of the respective authority. However the license will be issued on 

surrendering of the existing licenses of the Oil PSUs. The same is planned to be 

done after the registration of the transfer deed. 

e. BMC Storage & Factory License –  

Applications for BMC’s Storage and Factory License have been submitted by 

MAFFFL to the relevant authority (BMC) and are under consideration. 

However the license will be issued on surrendering of the existing licenses of 

the Oil PSUs. The same is planned to be done after the registration of the 

transfer deed. 

f. PESO License –  
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Application is ready and will be submitted along with the copy of the transfer 

deed. The same is planned to be done after the registration of the transfer deed. 

g. Status of the tender process for appointing the Fuel Farm Operator –  

The price bid has been opened. The same shall be placed before the board for 

their approval. Subsequently the order will be placed with the L1 bidder. 

2. Mr. Mustyalwar apprised the users that MAFFFL is approaching the Airport Economic 

Regulatory Authority with its Multi Year Tariff Proposal seeking approval on a Tariff 

for Fuel Infrastructure Charges of INR 828/- per kilolitre 

3. Mr. Mustyalwar has given a presentation capturing the crucial aspects of the project as 

well as the basis of determination i.e. detailed regulatory building blocks calculation, of 

Fuel Infrastructure Charge of INR 828 per Kilolitre. 

Questions raised by stakeholders –  

1. Project cost –  

On the enquiries with regards to capex the same is on the following basis –  

a) For the works carried out by MIAL on behalf of MAFFFL, the costs as certified by 

EIL are considered 

b) For the work said to be started, the basis is the valuation report by Mott McDonald. 

c) It was also brought out that the valuation report is as of February 2012 and is 

subject to revision. 

2. O&M expenses –  

On the enquiries with respect to O&M, it was explained that – 

a) Majority of the officers of MAFFFL are on deputation from Oil PSUs, hence the 

salaries and wages, including the deputation allowance paid by their respective 

organizations are reimbursed by MAFFFL 

b) The License fees to be paid to the Airport Operator is payable by MAFFFL 

c) Property tax and all other statutory dues which are considerable in amount (in 

Mumbai) is payable by MAFFFL 

End of the minutes of meeting. 

 

5.2. User Agreements 

MAFFFL has attached the user agreements as Annexure 9. Agreements with all Oil Companies 

are standard and these agreements will be available in public domain. 
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6. Annual Revenue Requirement Calculation 

As per the clause7 and Authority’s letter AERA/20019/CGF-G/2010-11/Vol.II dated 21st 

February 2011, MAFFFL is submitting all the details as per Appendix AI.2 for the Multi Year 

Tariff Proposal in Annexure 1. 

6.1. Agreement for providing Regulated Service 

MAFFFL has been granted permission to provide the service of fuel supply at the Mumbai 

International Airport by the Airport operator (MIAL) under a MoU signed on 30th September 

2010. The MoU with the operator is attached as Annexure 8. The License agreement succeeding 

the MoU is attached as Annexure3 which is planned to be registered on 13th January 2015. 

6.2. Details of Integrated Fuel Farm 

MAFFFL will construct the Integrated Fuel Farm at the identified site near the existing facilities 

of IOCL and HPCL near the Domestic terminal T1A, Santacruz. The Integrated Fuel Farm will be 

built on an area of approximately 31,500 square meters and will have a static storage capacity of 

47,500 KL of ATF. The Facility will be ready for Operations by FY 2018.  

6.3. Traffic Projections 

MAFFFL had projected the traffic growth by studying the demand drivers for air traffic 

movements and resultant the fuel throughput at the Mumbai Airport. 

The Traffic forecast provides an estimate of future demand for fuel throughput at CSIA 

(Chhatrapati Shivaji International Airport), Mumbai for the period FY 2015 to FY 2036 based 

on a current understanding of historic and future demand drivers. 

Air Traffic Movements at CSIA 

Historical air traffic movements at CSIA from are detailed below: 

Year Total Air Traffic Movements 

2006 1,71,145 

2007 2,01,780 

2008 2,32,509 
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2009 2,27,514 

2010 2,29,801 

2011 2,42,651 

2012 2,51,492 

2013 2,44,499 

2014 2,60,666 

AAGR (1995-2014) 6% 

Source: Airport Authority of India 

CSIA Air Traffic Forecasts 

MAFFFL has projected the future traffic considering the GDP growth rates and other demand 

drivers. The traffic is projected to grow at an average pace of 2% per annum. 

 

Year Total Air Traffic Movements 

 

Year Total Air Traffic Movements 

2015                267,950  

 

2026             342,802  

2016                275,450  

 

2027             349,658  

2017                282,384  

 

2028             357,631  

2018                290,292  

 

2029             363,785  

2019                298,430  

 

2030             371,060  

2020                305,235  

 

2031             378,482  

2021                310,487  

 

2032              387,112  

2022                 316,696  

 

2033             393,772  

2023                323,030  

 

2034             401,648  

2024                330,396  

 

2035             409,681  

2025                336,081  

 

2036             419,022  
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6.4. Aggregate Revenue Requirement 

MAFFFL has determined its aggregate revenue requirement in line with AERA’s guidelines as 

set out under AI.2 procedure for preparing Multi Year Tariff Proposal (read with clause 7.1) 

under which clause AI.2.1 states that “The Multi Year Tariff Proposal shall clearly outline the 

Aggregate Revenue requirement for each tariff year based on these guidelines”. Further to that, 

clause 8.2 and 8.3 of the said guidelines sets out in detail the methodology of 

determining/calculating Aggregate Revenue Requirement. The relevant extract is as follows: 

“8.2 For Regulated Service(s) deemed 'material and not competitive' and where the Authority is 

not assured of the reasonableness of the existing User Agreement(s), the Authority shall 

calculate the Aggregate Revenue Requirement (ARR) for a given Control Period based on 

determination of the following Regulatory Building Block components:  

8.2.1   Fair Rate of Return applied to the Regulatory Asset Base (FRoR x RAB)  

8.2.2. Operation and Maintenance Expenditure (0)  

8.2.3. Depreciation (D)  

8.2.4. Taxation (T)  

 8.2.5. Revenues from services other than Regulated Service(s) (NAR)” 

“8.3. The Aggregate Revenue Requirement for the Control Period (ARR) shall be expressed as 

under:  

ARR = ∑(ARRt) and  

ARR
t
= (FRoR x RABtt

) +Dtt
+ Ot + Tt 

- NARt  

Where t is the Tariff Year in the Control Period and ARRt is the Aggregate Revenue 

Requirement for year t Estimate of required Fair Rate of Return” 

The details of all computation for various regulatory building blocks have been covered in the 

subsequent section. 

Aggregate Revenue Requirement FY 15 FY 16 

Aggregate Revenue Requirement (in INR Lacs)  4,692   10,129  
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6.5. Regulatory Building Blocks 

6.5.1. Estimate of required Fair Rate of Return 

The Fair Rate of Return (FRoR) as defined under AERA’s Guidelines as per Clause AI.5.2 is 

the estimate of the weighted average cost of capital wherein the same can be computed based on 

the following formula. The FRoR has to be computed for the control period. 

FROR = (g x Rd) + ((1-g) x Re) 

Where: 

g is gearing (i.e. debt / debt + equity) 

Rd is the pre-tax cost of debt 

Re is the post-tax cost of equity 

Further the cost of equity has to be computed based on the CAPM formula and cost of debt is 

defined as the weighted average cost of existing and projected debts. 

Cost of Equity 

As per the Guidelines, Clause AI.5.2.3 

‘The Service Provider(s) shall submit its assessment of cost of equity based on Capital Asset 

Pricing Model.’ 

The CAPM model states that Re = Rf + β (Rm-Rf) 

Where: 

Rf is the risk free rate 

β is the market volatility 

Rm is the market risk 

 

Parameter Basis of Assumption Value 

Risk Free Rate  Rf  10 year yield for government bonds 8.86% 

Market Volatility β NA Not Available 

Market Risk Rm Past 5 years CAGR for Sensex   18.99% 
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The Capital expenditure plan for the control period has been tabulated below: 

Asset Class (in INR Lacs) 2014-15 2015-16 

Civil Works         5,268          2,701  

Roads         1,555                  -    

Plant & Machinery         2,524              738  

Pipelines      14,878          1,580  

ST Tanks         6,875          9,253  

Computers & Data Processing Unit                15                  -    

Electrical Installations and Instrumentation          1,122              213  

Vehicles                59                  -    

Borrowing Cost             465                  -    

Deadstock         3,829                  -    

Total            36,591             14,485  

 

Further the guidelines states that the RAB for a year is the average of closing RAB for the 

current year and the previous year. The relevant extract is as follows: 

“For any Tariff Year t, RAB shall be the average of the RAB value at the end of 

Tariff Year t and the RAB value at the end of the preceding Tariff Year t-1, as 

under:” 

    (RABt+RABt-1) / 2 

The average closing RAB for each year of the control period along with its detail computation 

has been attached as Annexure 1. 

6.6. Depreciation 

As per the AERA guidelines the “depreciation rates shall be based on reasonable estimates of 

the useful economic life of the assets and may be referenced to the depreciation rates provided 

in the Companies Act, 2013 or to any other empirical evidence.” 

The Residual value of the asset shall be considered as 10% and depreciation shall be allowed 

up to maximum of 90% of the original cost of the asset. 

The name of the asset, category of asset, useful life and depreciation rates have been tabulated 

below: 

  Asset Name Depreciation Rate 

1 Civil Works 3.2% 
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2 Roads 19.0% 

3 Plant & Machinery 6.3% 

4 Pipelines 3.2% 

5 ST Tanks 3.8% 

6 Computers & Data Processing Unit 31.7% 

7 Electrical Installations and Instrumentation 9.5% 

8 Vehicles 11.9% 

Based on the above depreciation rates, the depreciation for the assets during the control period 

has been computed based on straight line basis. The depreciation for each year of the control 

period has been attached as Annexure 1. 

6.7. Operation & Maintenance 

The Operation and Maintenance (O&M) Cost mainly comprises of the following expenses: 

a) Payroll Expenses 

b) Administrative & General Costs 

c) Utilities & Outsourcing Costs 

d) MIAL’s Revenue Share 

e) Repairs & Maintenance Costs 

 Since MAFFFL has no historical operations, the above expenses could not be projected based 

on the past audited figures hence they are projected based on our experience in fuelling, asset 

base created and the required service levels as defined in the SLAs. Further, the projection for 

the costs and the revenue for remaining control period are based on inflation i.e. weighted 

average of CPI Industrial worker and WPI. 50% weight has been allocated to both the indices. 

   Further, MAFFFL believes that any cost should not be released/ published in public domain.  

7. Arguments & Prayers 

MAFFFL believes that the proposed rates are justified on the following grounds: 

Fuel Infrastructure Charges: 

MAFFFL plans to start operations from 13th January 2015 and is submitting this petition for the 

approval of the Authority. In the light of the above, MAFFFL requests the Authority to 
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approve the tariffs as submitted hereunder and marked as Annexure 2 of this Multi Year Tariff 

Proposal.  
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form  1(b) - Competition Assessment (Ref: Sec AI.3 of Appendix 1) 

S No Details of competitive facilities  

1   Mumbai Aviation Fuel Farm Facility Private Limited 

 

This document is the property of M/s Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

l
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s

t
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Form F7: Format for identifying Initial Regulatory Asset Base (ref: Section AI.5 of Appendix I) 

Fixed Asset already commissioned as on 13 January 2015 

S. No. Asset Name  
Commission 

Date 
Useful Life  

Original Cost of 

Asset 

Depreciation 

Rate  

Accumulated 

Depreciation  

             

1  Civil Works 13-Jan-15 30 

                      

3,896  3.17% 

                               

-    

             

2  Roads 13-Jan-15 0 

                      

1,567  19.00% 

                               

-    

             

3  Plant and Machinery 13-Jan-15 15 

                      

2,226  6.33% 

                               

-    

             

4  Pipelines 13-Jan-15 30 

                   

12,426  3.17% 

                               

-    

             

5  ST Tanks 13-Jan-15 25 

                      

3,169  3.80% 

                               

-    

             

6  Computers & Data Processing Unit 13-Jan-15 3 

                             

15  31.67% 

                               

-    

            

7  Electrical Installations and Instrumentation 13-Jan-15 10 

                       

1,115  9.50% 

                               

-    

             

8  Vehicles 13-Jan-15 8 

                            

60  11.88% 

                               

-    

  Total                      24,474    

                               

-    

             

9  Deadstock 13-Jan-15 Amortized over time 

                      

3,829  4.71% 

                               

-    

  Grand Total                      28,303      

This document is the property of M/s Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

l

1

e

 

s

t

All numbers in INR Lacs 
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Form F10 (e) :  Additional Capital Projects Summary ( Ref: Section AI 5 of Appendix I) 

  
Particulars 

Forecast WIP Assets 

Tariff Year 1 Tariff Year 2 

E Opening WIP Assets     

  Civil Works                           -                               -    

  Roads                           -                               -    

  Plant and Machinery                           -                               -    

  Pipelines                           -                               -    

  ST Tanks                           -                               -    

  Computers & Data Processing Unit                           -                               -    

  Electrical Installations and Instrumentation                           -                               -    

  Vehicles                           -                               -    

  Deadstock                           -                               -    

        

F Additions- New WIP     

  Civil Works                   1,442                     4,143  

  Roads                           -                               -    

  Plant and Machinery 

                      

329                     1,067  

  Pipelines                   2,603                     4,183  

  ST Tanks                   3,894                   13,147  

  Computers & Data Processing Unit                           -                               -    

  Electrical Installations and Instrumentation 

                        

20  

                       

233  

  Vehicles                           -                               -    

  Deadstock                           -                               -    

        

G WIP Capitalization   Nil   Nil  

        

H Closing WIP Assests     

  Civil Works                   1,442                     4,143  

  Roads                           -                               -    

  Plant and Machinery 

                      

329                     1,067  

  Pipelines                   2,603                     4,183  

  ST Tanks                   3,894                   13,147  

  Computers & Data Processing Unit                           -                               -    

  Electrical Installations and Instrumentation 

                        

20  

                       

233  

  Vehicles                           -                               -    

  Deadstock                           -                               -    

 

This document is the property of M/s Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T
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All numbers in INR Lacs 
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Form F12(a) : Historical Aircraft Movements( Ref: Section AI 5 of Appendix I) 

Year Total ATMs 

2005-2006 1,71,145 

2006-2007 2,01,780 

2007-2008 2,32,509 

2008-2009 2,27,514 

2009-2010 2,29,801 

2010-2011 2,42,651 

2011-2012 2,51,492 

2012-2013 2,44,499 

2013-2014 2,60,666 

   

This document is the property of M/s Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T
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1
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Form F12(c) :  Projected Aircraft Movements   ( Ref: Section AI 6 of Appendix I) 

Year Total ATMs 

2014-2015                                                                                                  267,950  

2015-2016                                                                                                  275,450  

2016-2017                                                                                                   282,384  

2017-2018                                                                                                  290,292  

2018-2019                                                                                                  298,430  

2019-2020                                                                                                  305,235  

2020-2021                                                                                                  310,487  

 

  

This document is the property of M/s Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 
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Form F13 (b) - Historical and Projected revenues from services other than Regulated Services (ref: Section AI.7 of Appendix I) 

S.N. Particulars  

Last 

available 

audited 

year  

Financial Year 

before Tariff 

Year 1 

Tariff Year 1 Tariff Year 2 

A Revenue from Services other than Regulated Services          

1 Revenues from Fuel Infrastructure Charges 

                  

-    

                          

-    

                  

2,551             12,270  

2 Revenues from……. 

                  

-    

                          

-    

                          

-    

                       

-    

3 Revenues from……. 

                  

-    

                          

-    

                          

-    

                       

-    

B Other Revenues  

                  

-    

                          

-    

                          

-    

                       

-    

1 Revenues from Interest Income  

                  

-    

                          

-    

                          

-    

                       

-    

2 Revenue from ITP Revenue Share & Tender Award Cost 

                  

-    

                          

-    

                      

237  

                   

185  

  Total Revenues  

                  

-    

                          

-                     2,787             12,455  

  

This document is the property of M/s Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 
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All numbers in INR Lacs 
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Form F14(a) : Annual Tariff Proposal for Tariff Year 1 - Format for Providing 

information on EMAY (Ref: section AI8 of Appendix I )  

S. No Particulars For Tariff Year 1 

1 Yield per Unit 
                                     
828  

This document is the property of M/s Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T
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e
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9. Annexure 2: Schedule of provisional charges 
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Form - 14(b)       

        

TARIFF FOR FUEL INFRASTRUCTURE CHARGES (FIC) AT INTEGRATED FUEL FARM 
BUILT, MANAGED AND OPERATED BY MUMBAI AVIATION FUEL FARM FACILITY PVT LTD AT MUMBAI 

AIRPORT 
EFFECTIVE FROM 12TH JANUAARY, 2015 AND VALID TILL 31ST MARCH, 2016 

        

S. No. Charges  Rate  

1 Fuel Infrastructure Charges (FIC)                                    828  INR per Kiloliter 
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15. Annexure 8: Memorandum of Understanding 
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This document is the property of M/s   Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

l

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 86 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

 

 

 

Page 224 

 

 

This document is the property of M/s   Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 87 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

 

 

 

Page 225 

 

 

This document is the property of M/s   Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 88 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

 

 

 

Page 226 

 

 

  
This document is the property of M/s   Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

l

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 89 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

 

 

 

Page 227 

 

  
This document is the property of M/s   Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

l

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 90 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

 

 

 

Page 228 

 

  
This document is the property of M/s   Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

l

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 91 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

 

 

 

Page 229 

 

  
This document is the property of M/s   Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

l

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 92 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

 

 

 

Page 230 

 

  

This document is the property of M/s   Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 93 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

 

 

 

Page 231 

 

  This document is the property of M/s   Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

l

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 94 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

 

 

 

Page 232 

 

This document is the property of M/s   Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

l

1

e

 

s

t

p

r

o

a

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 95 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

 

 

 

Page 233 

 

 

This document is the property of M/s   Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

l

1

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 96 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

 

 

 

Page 234 

 

 

  

This document is the property of M/s   Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

l

1

e

 

s

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 97 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

 

 

 

Page 235 

 

  
This document is the property of M/s   Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

l

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 98 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

 

 

 

Page 236 

 

This document is the property of M/s   Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 99 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

 

 

 

Page 237 

 

 

This document is the property of M/s   Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 100 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

 

 

 

Page 238 

 

 

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 101 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

 

 

 

Page 239 

 

 

This document is the property of M/s   Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

l

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 102 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

 

 

 

Page 240 

 

 

 This document is the property of M/s   Mumbai Aviation 

Fuel Farm Facility Private Limited, and submitted to 

AERA (Airports Economic Regulatory Authority). This 

document is extremely confidential and not for public 

disclosure. 

T

l

CP-No.17/2014-15-MAFFFPL-MYTP-ATP Page 103 of 112



Mumbai Aviation Fuel Farm Facility Pvt. Ltd. 

Multi Year Tariff Proposal for Fuel Farm 

January 2015 

 

 

 

 

 

Page 241 

 

16. Annexure 9: Minutes of the meeting of user consultation 
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~~L 
Mumbal Avlallon Fuel Fenn Facility Pvt. Ltd. 

fVlAFFFLjAERAj41 

Date : 9t l1 January 2015 

To,
 
The Chairman,
 
Airports Economic Regulatory Authority of Inelia,
 
AERA Buil d ing,
 
Adm inistrative Complex,
 
Safdarjung Airport,
 
New Delili 110 003
 

Subject : Submission of Ann ual Tariff Proposal for Mumbai Aviation Fuel Farm Facility 
Private Lim ited I ntegrated Fuel Farm at CSI Airport , Mumbai . 

Dear Sir , 

Mumbai Aviati on Fuel Farm Private Limited (h erein after referred to as " MAFFFl " ) 
regis t ered under the Company's Act , 1956 has been award ed a concess ion by Mumbai 
International Airport l t d (h erein under referred to as "MIAl") to des ign , built, develop, 
finance, operate and manage the Integrated Fuel Farm (herein under refe rred to as "Til e 
Fuel Farm") at Chhattrapati Sh ivaj i In tern atio nal Air port, Mumbai . MAFFFL was formed 
as a Joint Venture Company (JVC) under this concession wherein each HPCl, SPCl, IOCl 
& MIAl holds 25% stake in the said JVC (MAFFFPl) . Tenure of this con cession is for 21 
years . 

The Fuel Farm is expected to be ready for commencement of it s com me rc ial operat ion s 
by 1.3t l1 January 2015 where in storaqe and fu elli ng serv ices wi ll be provided to our 
customers. 

It may be noted tha t user con sultation w ith cust omers were he ld and t he same is 
incorpo rat ed in the ATP. 

The aforesaid servi ces bein~J defined as Regu lated Services und er Section 2 (A) (4 ) (5) of 
AERA Act , 2008 and your vide order elated 21 st Feb 2011 req uir ing such serv ice prov ider 
to seek Tariff approva l by fi ling Annua l Tariff Propo sal (hereinaft er referred to as 'ATP') , 
I'm here by subm itt ing t ile ATP for providing Fuelling service at the said Fuel Farm at 
Mumbai Airport. 

The Company has substant ially comp lied w ith th e Authority's requ irement and have 
j ust if ied its proposed tariff in th e proposal (submitted herewith the present letter). The 
proposed tariff charges are attached as Annexu re 2 of the Proposa l. 

I would be happy to provide any further clarif ication if so requ ired by th e Authority . 

1) Schedule of Tariffs. 

Mum bai Avi at ion Fuel Farm Facil ity Private Lim ited
 
MIAL 2"" Floor, Terminal 1 B - Arrival, CSI Airport , Santacruz (E), Mumbai - 400099
 

Tel : +91 2266852145 Email : info@mafffl.in Web . www.mafffl.in
 
CIN: U63000MH2010PTC200463 _ 
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Form B: (ref: Section AI.S of Appendix I) 

BEFORE THE AIRPORTS ECONOMIC REGULATORY AUTHORITY OF INDIA 

AT NEW DELHI 

SUBMISSIOI\J OF PROPOSAL FOR DETERMINATION OF ANNUAL TARIFF FOR AND ON 
BEHALF OF: 

MIS MUMBAI AVIATION FUEL FARM FACILITY PRIVATE LIMITED 

I, Shyam Mustyalwar, aged 51 year's residentof36/504 HP Nagar East Colony, Vasi 
Naka, Chembur, Mumbai - 400074, acting in my official capacity as Chief Executive 
Officer in Mis Mumbai Aviation Fuel Farm Facility Private Limited having its registered 
office at 1st floor, Terminal 1B, Chhatrapati Shivaji International Airport, Mumbai ­
400099, Maharashtra do hereby state and affirm as under that: 

1.	 That I am duly authorized to act for and on behalf of Mis Mumbai Aviation Fuel Farm 
Facility Private Limited in the matter of making this submission before the Airports 
Economic Regulation Authority of India, New Delhi ('the Authority'); 

2.	 I am competent to make this submission before the Authority; 

3.	 I am making this submission in my official capacity and the facts stated herein are 
based on official records; 

4.	 The contents of the Annual Tariff Proposal submission which include inter alia: 

(i) Proposed Tariff(s) where the Authority has specified a light touch approach for 
the duration of the Control Period and (ii) Justifications are correct and true to my 
knowledge and belief and nothing material has been concealed there from. 
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Annexure 1
 

Form F14(a) : Annual Tariff Proposal for TariffYear 1 - Format for Providing in formation on EMAY (Ref: section Al8 ofAppendix I )
 

ls. » IParticulars !for TariffYear 1
 

1 Iyield per Unit 828
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Annexure 2 

Form -14(b) 

TARIFF FOR FUEL INFRASTRUCTURE CHARGES (FIC) AT INTEGRATED FUEL FARJ"\1
 
BUILT, MAN'AGED A.ND OPERATED BY MtJMBAI AVIA.TION FUEL FARM FACILITY PVT LTD AT MUMBAI AIRPORT
 

EFFECTIVE FROM 12TH J.I\J.'fUAARY, 2015 A.NDVALID TILL 31ST MARCH, 2016
 

S.No. es Rate
 
11Fuel Infra structure Charges
 

" I 

!I I 

II I 
I I 
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