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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

3.

Brief facts of the case are as under:

2.1.

2.2.

2.3.

2.4.

Pursuant to the meeting of the National Facilitation Committee (NFC), at New Delhi
on 09" March 2009 and Mumbai on 15™ 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 Qil 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 QOil PSUs and MIAL on 30" September 2010.
The new integrated fuel facility is envisaged to be a crucial step towards airport
development.

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 2" May 2036.

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.

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

Transaction Structure

3.1.

3.2

MAFFFL has submitted that after signing of the MOU, an Executive Committee (EC)
was constituted comprising of representatives of all the three Qil 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 6" March 2014.

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 Qil 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 Qil PSU's at CSIA, Mumbai was ascertained by Engineers India Ltd (EIL).

3.6. 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.

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 3™ 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
10™ 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 24™ 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.

10.

11.

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 (CCl) to the combination.

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.

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 Qil 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 QOil 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 CCl’s query on cost of
operations of Oil PSUs. MAFFL has in their response to CCl’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 CCl
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. Qil 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 Qil 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 12 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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14.3.

14.4.

14.5.

14.6.

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.

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.

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 (ICAl) 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.

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
CCl, MAFFFL has stated that the average cost of operation by the Qil 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 CCl 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.

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
CClI 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 Qil PSU : In

15.

16.

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.

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.”

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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16.3.

16.4.

between MAFFFL as the facility owner, the PSU Qil 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.

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.

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 jn public

domain. The points to be considered in the supplier agreement, as included jn 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. Itis also to inform that as per the response to the CCl’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.

16.5.

This will enable MAFFFL to achieve financial closure at the earliest and to ensure
uninterrupted fuelling operations at CSIA.”

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 10CL
and Gulf Air forwarded by MAFFPL sought the following additional information:

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

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:

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

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 Asand 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.

regulated service —
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(i) Materiality Assessment;
(i) Competition Assessment;

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

19.1. Inrespect 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 N0.12/2010-11 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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19.8.

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.

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

19.9.

19.10.

19.11.

19.12.

19.13.

Chapter V of the Guidelines.”

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.

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.

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.

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.

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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19.14.

19.15.

19.16.

19.17.

their operations on 14" 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.

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.

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

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.

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.

20.2.

20.3.

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.

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

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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20.4.

20.5.

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.

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.

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
1°* 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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MAFFFL//SM/AERA/OOT Novemberl4, 2014

To,
The Chairman,
Airports Economic Regulatory Authority of India,
AERA Building,
Adminislrative Complex,
. Safdarjung Airport,

New Delhi 110 003

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

7  DeaorSi,

Mumbai Aviation Fuel Farm Faciiity Private Limited, a company registered under
the Companies Act, 1956 and having registered office at 13 floor, Terminal 18,
Chhatrapati Shivaiji International Airport, Mumbai - 400099, Maharashtra, India.

In a meeting of National Facilitation Commitiee (NFC) aimed at resolving issues
I'f{x"“# related to development of Chhatrapati Shivaji Internationat Airport (CSIA)

including oil facilities at CSIA was held at New Delhi on 09th March 2009 chaired
by Cabinet Secretary, GOIl. In the subsequent meeling 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 (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 open access model. Based on the decisions
taken in the afcresaid meeting, Mol dated 30th Sepntember 2010 was executed
between Oil PSUs and MIAL. The new integrated fuel facility is envisaged to be a
crucial step towards airpori development.

In line with above, a Joint Venture Company, viz Mumbai Aviation Fuel Farm
Facllity Private Limited (MAFFFL), on its formation will shortly 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
MAFFFL and MIAL, for MAFFFL to operate the Integrated Facilities, is valid up to
2nd May 2036.

Background:

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 poini
{i.,e., at the site of the exisling facilities of IOCL and HPCL near the Domestic

0000312
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terminal 1A, 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 Competifion Commission
of India {CCl) and have received its approval vide order dated 29" September
2014. Subseqguently MAFFFL has started preparing a detaited MYTP for providing
fuelling service at the said Fuel Farm at CSIA.

Transcction Structure:

After signing of the MOU, an Executive Committee (EC}) was constituted
comprising of representatives of all the three Oit PSUs and MIAL, which was
fasked fo 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 6 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 fo MAFFFL by way of a

Transfer Deed.

As described in the MoU, the fransfer of all the rights, titles and interests in all the
assets comprising the existing facilities from Oil PSUs and MIAL 1o 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 stafions of the Oil PSUs/
integrated facility shall remain with the respective oil companies as per para
1.2.15 of the MoU. As agreed to by the EC members the replacement value of
the current fuel farm facilities of Oil PSU's at CSIA, Mumbai was ascerfained 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 fill 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 wailed for MAFFFL o be

operationalised and start the project.

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

approach.

Exercising its righfs under the license agreement (signed with MIAL), the EC in @
meeling dated 39 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 (TP} service providers for managing the ITP operations at

Page 2 of 4
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CSIAMAFFFL has subsequently floated public tender for appointment of TP
Operators on 10MhApril 2014. Bharat Stars Services Private Limited and Indian Oil
Skytanking Limited have been selected as the two parties for providing TP
Operations at CSIA for a period of 10 years. With regards to the Fuel farm
operators, public tender for selection of the Operator been floated on
18hOctober 2014 and is expecled to be finalized in December 2014. The period
of confract for the fuel farm operations shall be for a period of 5 years.

Facility details:

On taking over the assets from the Qil PSUs, MAFFFL will be responsible for
uninterrupted operations at the existing facilities situated at different areas in
Mumbai Airport. MAFFFL will also simultaneousty 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. The Integrated Fuel Farm will be
built on an area of approximately 30,000 square meters and will have a static
storage capacity of 47,500 kiloliters of ATF. The Facility wil 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.

Revenues & Cosls:

MAFFFL will charge the Fuel Infrastructure Charge from the fuel suppliers as
approved by AERA. Additionally, the suppliers will pay the TP fee as approved
by AERA to the third-party TP operators appointed by MAFFFL. MAFFFL will also
get a revenue share by way of sub-concession fee from the third-party ITP

operators.

In accordance with the Mol, the license fee/ lease rent for the land underlying
the existing facilities transferred to MAFFFL, shall be paid by MAFFFL to MIAL. All
the other operating costs associated with the Fuel Farm operations will be borne

by MAFFFL,

Taritf Determination:

The services of supply of fuel to aircraft at an airport being defined as Regulated
Services under Section 2{A)(4)(5) of AERA Act, 2008 and vide your order dated
215 Feb 2011 require such service provider to seek Tariff approval by filing Multi

Year Tariff Proposal (MYTP).

As set out under section8, the procedure for preparing Multi Year Tariff Proposal
read with clause 7.1) under which clause 8.2 states that “The Multi Year Tariff
Proposal shall clearly outline the Aggregate Revenue Requirement [ARR) for
each tariff year based on these guidelines”. Further to that, clause 8.2 and 8.3 of
the said guidelines set out in detail the methodology of determining/ calculating
Aggregate Revenue Requirement (ARR] by considering the following Regulatory

Building Block componenls:

Page 3 0f 4
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Fair Rate of Return applied to 1he Regulatory Asset Base {(FROR x RAB)
Operation and Maintenance Expenditure {0)

Depreciation (D)

Taxation (7)

Revenues from services other than Regulated Service(s) (NAR)

L) L] L d L] 8

ARR = (FROR x RAB) +D+ O + 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 24hNovember
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 {as computed in the feasibility study by E&Y| for providing the
Fuel Storage and Handling services at the Facllity, fill the final order by AERA is
received on MAFFFL's MYTP. This will help MAFFFL to address the working capital
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 as per the AERA
final order shall be complied with and any under-recovery or over-recovery shail

be adjusted subsequently.

It may aiso be noted that stakeholder consultations with various customers for
our 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.

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 Aviallon Fuel Farm Faclllty Pvi, Ltd,

MAFEFL//SM/AERA/ 1 . December 12, 2014 ;

&

To,
The Secretary,
o \“ Airports Economic Regulatory Authority of India,
AERA Building,
A Administrative Complex,
o ‘ Safdarjung Airport,

. New Delhi 110 003

Subjecli: Requesi forinterim Tariff Approval for Mumbai Aviation Fuel Farm

9&? Facility Private Limited for providing fuelling services at CSI Airport,
J‘“Cﬂ% ﬁf‘* Mumbai.
o /‘\‘l}ﬁﬂﬁtﬁ? Dear Sir,

rdisnlan In furtherance to our request for Interim Tariff Proposal submitted on 14t

@ November, 2014, MAFFFL is ready to start the commercial operations and

awaiting the approval of an interim tariff of INR 824/KL [As computed in the

|4}M|,‘? 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.

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

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

As advised earlier, the Competition Commission of India (CCl) has given its
approval to the combination. It is fo inform that for ihe financial closure of the
project, a lead arranger has already been appointed by MAFFFL.IT is also o
inform that the MYTP is under preparation and M/s PriceWaterhouse Coopers
have been appointed for preparing the same. The MYTP shall be submitted
for authority's consideration after the stakeholder consultation,definitely
before end of December 2014,

NBANsL o Page 1 of 2
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|
} we once again request for the approval of the interim tafitf and would be
happy fo provide any further clarification, if so required by the Authority.

Yours Sincerely,

< 2

Shyam Mustyalwar
Chief Executive Officer,
" Mumbai Aviation Fuel Farm Facility Private Limited

Page 2 of 2
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Minutes of the Meeting

Minutes of the Meeting held by Mumbai Aviation Fuel Farm Facility Private
Liml’red (MAFFFL) with Aviation Fuel suppliers at Mumbai Aviation Fuel Farm
Facility Private Limited, 2nd floor, Terminal 1B, Chhatrapati Shivaji Infernational
Airport, Mumbai on 17th December 2014.

List of Participants:

S. No. | Name of Participants | Name of the organization

Mr. Shyam Mumbal Aviation Fuel Farm Facility Private
Mustyalwar Limited

Mumbai Aviation Fuel Farm Facility Private

2 Mrs. Geeta lyer

Limited
3 Mr. R. Sitharthan Indian Ofl Corporation Limited
4 Mr. P. J. Kavde ' Bharat Petroleum Corporation Limited
S5 Mr. Sibi Mathew Hindustan Petroleum Corporation Limited

The agenda for the meéting was:

1. Discussion regarding the progress -on the process -of taking over -of the
existing facilities from respective Oil PSUs and the fimelines going forward
2. Consultation on the Interim Tariff for Fuel Infrastructure Charges (FIC) of INR

826 per kiloliter

/

Points discussed:

1. Mr. Mustyaiwar starred the meeﬁné by stating the readiness of MAFFFL in
taking over the existing facilities from respective Qil PSUs in following

aspects —
a. Start of Operations — _
MAFFFLis ready to start the operations from 22nd'December 2074

b. Status of fransfer 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

&

L < b X &
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parties entering info the agreements have necessary opprovdls
from their respective boards for execution of the said agreements

. 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

. Factory license - ‘
Factory license application has been submitied by MAFFFL and is
under consideration of the respective authority.

. 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. '

PESQO License — -
Application Is ready and will be submitted along with the copy of
the transfer deed

. Insurance for the Facility ~
MAFFFL has made the payment for the premium of the Insurance
policy for the whole facility. The policy will start from the start date of

operations.

. Readiness of [TP operators— .
Agreements have been signéd with the two ITP operators Bharat
Stars Services Private Limited/and tndian Ol Skytanking Limited. The
TP operators have conveyed their plans to start the operations from
26 December 2014 onwards and expect the necessary approvals

in place by that time.
Status of the tender process for appointing the Fuel Farm Operdf‘or
Public tender for the appointment of Fuel Farm Operator has been

floated and the last date of submission is 26 December 2014.
MAFFFL has agreed for the Interim arrangement with existing Qil

A L2
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PSUs to operate the existing facilities on MAFFFL's behalf il the Fljel
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 INR 826/- per kiloliter was
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 stakeholdets:

1. Oil PSUs advised that any rate approval. {apart from the already approved
Fuel Infrastructure Charges of INR 826/- per kiloliter] would require a
separate approval from respective managements of the Qil 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 Oif PSUs

3. On submission of the revised ftariff ¢il PSUs will seek relevant justifications
for the revision and’a separate apgroval for the same shall be sought from
respective managements

4. Further the Oil PSUs added that a management approval would require ot
least 3-4 weeks after the revised proposal is submitted from MAFFFL
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MAFFFL's response 1o the concerns raised:

1. Mr. Mustyalwar agreed that MAFFL will provide fhe revised cost with
detailed Justification at the time of user consultation for Multi Year Tariff

- Proposal

2. Oil PSUs to attempt to obtaln 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 tarift to ensure timely and uninterrupted

fuelling operations at CSIA

End of the minutes of meeting.

Name of Name of the
S. No. Participants organization Date , Signature
Mr. Shyam .

1 Mustyalwar MAFFFL 1) 2 " W

2 Mrs. Geeta lyer MAFFFL H{)L[ 90)Y ==

3 Mr.R. Sitharthan [ 1OCL 17 112 |20)y ‘(@"L""ﬁ&// |

4 | Mr.P. J. Kavde BPCL rlizfzo1a | RS —T
(.é“"j

. Sibl HPC
5 Mr. Sibi Mathew L N %
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Mumbal Avation Fued Farm Fadlify Pvt, Lid.

MAFFFL//SM/AERA/14 December 19, 2014

To,

The Secretary,

Airports Economic Regulatory Authority of India,
AERA Bullding,

Administrative Complex,

Safdarjung Alrport,

New Delhi 110 603

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

Dear Sir,

In furtherance to our request for interim Tariff Proposal submitted on 14th
November, 2014 and a request letter submitted on 10 December, 2014,
MAFFFL would like to appralse the authority of the following developments:

1. MAFFFL has undertaken a user consultation with the users of the facility on
175 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 of 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 CCl's query is below (Please find theresponse to CCl gueries

attached as Annexure 2):

Query 2{(x): As per paragraph 5.1.10 of the Notice, it has heen claimed by the
parties that: “the decision to Incorporate MAFFFL was taken with a view to ensure
optimal land utilization in a currently land constralned Mumbai Airport, besides
bringing about more efficiency in the overall fuelling operations at considerably
lower cost with reduced man power.” in this regard, Partles are regquired to
provide data on the potential cost savings anticlpated for both fixed and varlable

components.

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

»

Page1of3

Mumbal Aviation Fuel Farm Facllity Private Limited
MIAL 2™ Floor, Terminal 1 8 - Arrival, CSI Airport, Santacruz (E), Mumbal — 400099
To) . +91 22 68852145 CIN: US3000MH2010PTC200463

CP-N0.17/2014-15-MAFFFPL-MYTP-ATP Page 24 of 112

SN

N e e Z:.E.-,

TRV TSR

RO

TR AT AT IS AT T

NONDITRS TSR

Ay

RO ARy s




201320 T4 1054.35087

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/KL. While these charges are regulated by AERA, the estimated
average cost for each of the PSUs will be Rs. 1034/KL.s 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.”

It Is also to inform that,the Oil PSUs have advised, for the fuel supplies
made at their locations, with capftive 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 CCl 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 TP 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 recay 1o start the commercial operatfions and awaiting fhe
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, fil}
the final order by AERA Is received on MAFFEL’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, if so required by the Authority.

Yours Sincerely,

—c

Shyam styalwar
Chief Executive Officer,
Mumbai Aviation Fuel Farm Facility Private Limited

Page 3 of 3
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\ \S‘/ Mumbal Avlallon Fuel Farm Facllity Pvt, Ltd.
MAFFFL/SM/AKRA/43 \0\\ Date: 12t January 2015

To,

The Secretary,

Ajrports Economic Regulatory Authority of India,
AERA Building,

Administrative Complex,

Safdarjung Airport,

New Delhi 110 003

Subject: Submission of Multi Year Tariff Plan Proposal for Mumbai Aviation fuel Farm Facility
Private Limited Integrated Fuel Farm at CSI Airport, Mumbai,
Dear Sir,

This is further to the presentalion made by MAFFFL to the Authority on January 9, 2015. During the
presentation, additional inforination on the clarifications requested is given below;

1. Treatment of various charges

AV g s Stamp duty and registration fee for the License Agreement and the ITP Agreements, as
these are nol related to the capex activities hence considered under O&M charges. Further
\5 under O&M, the different heads under AERA guidelines are payroll, administration and

general, repair and maintenance, utilities and outsourcing and others.
s Tt is also to mention that the stamp duty and registration charges on transfer deed are

¥
Pt

d charged to project cost, based on the accounting opinion of KPMG.
2. Dead stoclc
\o\\\\ * The dead stock held by MAFFFL is nol held in its ordinary course of business since
. MAFFFL’s husiness is to provide storage space for storing fuels and not to buy or sell fuel.
(S, Moreover, the dead stock is not consumed in the services related to storage of fuel, since
’ this is the minimwmn level of material which is required to be leld at all times in the oil

storage tank in order it to be able to inake it operational throughout the life of the storage
/ tank and provide the required storage service. There is no guantity variation during the
life of project.
Nal, (% s The opinion from KPMG on saine is enclosed herewith.
Z \)3. Securitization of assets with Lenders _
s As perthe license agreement between MIAL and MAFFFL, which flows from the OMDA,
securitization of assets is not permissible.
»  Understand, MIAL also has given the charge on the revenues.
4. Amortization of pre-formation costs
fm/% » The Guidance Note on Trealinent of Expenditure, During Construction issued by the
' ) Institute of Chartered Accountants of India (ICAI) had permitted the capitalization and

————

) — amontization of sucl start-up or preliminary expenses. Hawever, the ICAI has withdrawn
H(')fﬁ this guidance note in 2008. Accordingly, such preliminary expenses including startup
cosls are expensed when incurred. '
¢ The opinion from KPMG on same is enclosed herewith.
5. lmpact of the fuel infrastructure and ITP charges to the airlines
¢ It is also to inform that, the Oil PSUs have advised, for the fuel supplies made at their
locations, with captive infrastructure, like the present operations in Mumbai, the cosl 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, includes the cost of all the services vequired for supply and delivering the fuel
into the aircraft and the above said charges are not separately indicated. Copies of the
invoices of Oil PSU, presently being jssued at Mumbai Airport is enclosed.
*  Also the fmel infrastructure charges including the I'TP service fee shall not be additional
charges over and above the present airfickl price and shall be part of the airfield price
being charged by the Ol PSU (o the airlines.

V} {, :J f-" '13'-' ? {)

Mumbai Aviation Fuel Farm Facility Private Limited

MIAL 2™ Floor, Terminal 1 8 - Arrival, CS| Airport, Santacruz (E), M i
\ R . , Mumbai — 400099
CP-No.17/2014-15-MAFFFRe-MYHP2A 88852145 Email : info@maffilin Web * weww.mafffiin

CIN: UB3000MH2010PTC200463
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o In the submission to CCI, the average cost of operation by the Qil 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 overali 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 aye segregated and regulated, there would be considerable
savings in the overall cost of operations.
6. Reasonableness
o The JVC has been cleared by CCI after being assured of not creating any adverse effect on
the competition.
»  Allthe agreements will be similar to all the users and will be in public domain.
s Tbe rates charged shall be approved by AERA and no diserimination between the users
shall be made.
e The rates proposed have been agreed to by the present users. The consultation paper is
already submitted along with the proposal.
e 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.
s 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 JVC.
8. Segregation 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 O1l PSU
o 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 stainp duty on same has already been paid.

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

Yours Sincerely,
I y

Shyamm Mustyalwar
Chief Executive Officer

Enclosures:
1. Copy of Transfer deed
2. Copy of KPMG report
3. Additional MYTP forms
4. Copy of invoices to custoiners by Oil PSU at Mumbai Airport

300057
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KPMG (Ragistered) Telephone +91(22) 3988 8000
.odha Excelus Iax 191(22) 3090 251
1s1 Floor, Apollo Mills Compound Internal www_ lpng.condin

N. M. Joshl Marg
Mahalakshmi
Mumbai - 400 011
fndia

Private and confiden{iaf

Ms. Geela lyer

Chief Financial Officer, Mumbai Aviation [Fuel Farm Facility Private )imited
C/O Mumbai International Airporl Limited,

Chharrapat Shivaji International Airport, Terminal 18, 2nd loor

Santa Cruz

Mumbai- 400 099

26 November 2014

Dear Ms. lyer,

Thank you for your query asking us to analyse the accounting implications with respect to the specific
aspects of the sale of assets by the shareholders of Mumbai Aviation Fuel Farm Facility Private Limiled
{("MATFFEFPL or ‘the Company’) in the financial statements of the Company under Indian Generally
Acceplted Accounting Principles (‘Indian GAAP?),

This letter sets out the query and facts provided by management of the MAYTTPL and reviewed by us for
the purpose of the aforesaid accounting analysis. Qur accounting analysis is set out in paragraph 4 below.

1. Documents reviewed

We have been pravided with the draft transfer deed amongst Mumbai Internaiional Airport Private
Limited, Indian Oil Corporation Limited, Bharal Pelroleum Corporation Limited, Hindustan
Pewroleum Corporation Limited and MAFFFPL (‘the deed’ or ‘the transler deed’) and have
reviewed the deed to the extent pertaining Lo this query.

>

Baclground

s MAFFFPL was formed as a Jont Venture Company (JV() between Tlindustan Petroleum
Carporation Limited (HPCL), Bharar Petrolcum Corporation Limited (BPCL). Indian Oil
Corporation Limited (JOCL) (together “oil PSUs™) and Mumbai International Airport Lid
(MIAL).

o MAFFIFPL wall take over existing assers of these oil PSUs amd MIAL with an aim 1o provide a
single paint distribution and refueling of Aviation Turbine 1<ue) (ATE) at Chhatrapati Shivaji
International Airpori, Mumbai

This document is the property of M/s Mumbai Aviation Fuel Farm Facility Private Limited, and
submitted to AERA (Airports Economic). This document is extremely confidential and not for public

“disclosure.,
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Mumbai Aviatuon Fuel Farm Facility Private Timited
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3. Facts provided and queries raijsed

MAFTFPL is planning Lo enter into an agreement with the 01l PSUs and MIAL for buying their
existing assets and has undertaken a feasibility study for the same,

e MAFFEFPL will operate maintain these facihities and assets acquired for the next 3 Lo 4 years
and will eventually develop its own inlegrated fuel farm facilities al Mumbai airport.

o MAPFFIPL primarily provides scrvices and storage space for storing Tuels. [t is however not in
the business ol sclling or purchasing fuels.

o Agparl of the asset purchase, along with the plant and machinery, MAFFIPL will aiso receive
dead stock, i.e. a minimum level of stock required o be maintained in plant and machinery (of)
storage tank) Lo make it operational throughoul the life of the assel. MAFEFFPL will pay an
additional consideration (o the sellers for the same. There will be no change in the quantity of
the dead stock. The dead stock will be sold al the realisable value at end of the lenure.

The assets taken over are assets thal are rcady (o use and MAFFFPL can operate them
immediately.

e Oil PSUs and MIAL, the sharcholders of MAFFFPL, have mcurred certain pre-formation
expenditure such as incorporalion expenses, consultation and other charges, salaries for
deputed employees amongst others.

o Partof the funding for the project will be by way of obtaining term loans. The Company is thus
required (o incur cerlain expenscs like interest on borrowings, charges in relation Lo obtaining
of loans (lead arranger fee, legaf counsel fee, processing lee, survey fee). Further, the Company
has also furnished a performance guarantee to MIAL for the tenure of the agreement and has
paid the bank an amount lowards margin money for the guarantec.

¢ Accordingly, the Company is evaluating the following accounting issues under Indian GAAP:
o Issue 1: whether the dead stock received together with the plant and machinery should
be accounted for as a fixed assel or as invenlory and in case dead sloclc is accounted as

o fixed asset, over what period should (he asset be deprecialed

o Issue 2o whelher the pre-incorporatian expenses incurred can be capitabised by (he
Company in its books and if so. (he period over which these are (0 be amortised

Issue 30 whether the intesest payable on term loans taken in respect of the existing
assets and constructed assets can be capitalised fo the cust of the assets. 1f the interest
payable can be capitalised then whether the entire interest payable can he capilalised
or whelher only the poriion of intecest can be capitahised

Q

o Issue 4: whether expenses paid i respect ol ongination ol the term Ioans can be
capilahised to the cost of the asset

Tssue S:the accounting treatment for the guarantee commission paid 10 the hank and
the aceounting or the marginamoney deposit

O

~+ This document is the property of M/s Mumbai Aviation Fuel Farm Facility Private Limited,
and submitted to AERA {Airports Economic). This document is extremely confidential and

not for public disclosure.
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4, Aualysis wnder Tndian GAAP

The accounting analysis and the conclusion for cach of the issues highlighted above is presented in
the subsequent paragraphs.

4.1. Issuc I: Accountinp for dead stock purchased together with (he plant and machinery

o Dead stock is the minimum level ol material needed 1o be maintained in the plant and machinery
for the plant and machinery to operate lor its inlended use. The storage tanks will be localed at
the aport in order lo facilitate refilling ol airerafis as and when reguired. Minimum level of
Tuel is required 1o be maintained in the storage tanks by design/mature— below this level (he fuel
cannol be withdrawn from the tanks. 1t is not at the discretion of the company.

e As per Paragraph 3 of Accounting Standard 2 (Revised)- Valuation of Inventories (*AS 2°):
“Invenitories are assels:
() Held for sale in the ordinary course of busimess:
(b) In the process of production for such sale,; or
(c) In the form of materials or supplies to be consumed in the production process or in the

rendering or yervices”

Further, as per paragraph 4:

4. Inventories enconpass goods purchased and held for resale, for example, merchandise purchased
by a retailer und held for resale, computer sofnware held [or resale, or land and other property held
Jor resale. lnventories also encompass finished poods produced, or work in progress heing
produiced, hy the enterprise and include materials, mainienance supplies, consumables and loose
fools wwaiting use in ihe production process. Inventories do not include wmachinery spares which
can be used only in connection with an item of fixed usset and whose use is expected 10 be irregular;
such machinery spares are accounted for in accordance with Accownting Standard (AS) 10,

Accounting for Fixed Assets.

o Jurther, as per Pavagraph 6.1 of Accounting Standard 10- Accounting for Fixed Asscis (AS
10): '

Fixed asset is am asset held with the intention of being used for the pupose of producing or .
providing goods or services and is not held for sale in the normal cowrse of businesy
&
o Jhe dead stock hield by MAFFIEFPL is not held (or sale inils ordinary course of business since
MATVEPL s busiaess is to provide storage space for storing Jucls and nol to buy or sell fuel,
Accardingly conditions (a) and (b) of Paragraph 3 ol AS 2 arc not applicable to the Company.

Moreover, the dead stock is not consumed in the services refated to storage of tuel, since this
is the minimum fevel of material which is required to be held at all ¢imes in the oil storage tank
m order 1o make it operational throughou( its life and provide the required siovage service. As
a result, condition (¢) of Paragraph 3 of AS 2 would also not be applicable to the Company.

This document is the property on M/s Mumbai Aviation Fuel Farm Facility Private Limited,
and submilted to AERA (Airports Economic). This document is extremely confidential and

\

not for public disclosure.
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s Based on the facts of the case, it 1s evident that the dead stock is held with the intention of
epabling the machinery 1o perform its intended funclions and render storage services.

o It can be argued that in the given case, paragraph 6.1 of AS-10 referred above, would apply to
the Company and the dead stock would meet the definition of a fixed asset as it Is necessary for
the operation of the facility.

o  Thé above is also supported by pavagraph 9.1 of AS 10, which provides guidance on
identification of fixed assets as below:

“The cost of an item of fived assel comprises ity purchase price, including import duties and
other non-refundable taxes or levies and any direcily atiributable cost of hringing the asset o
its working condition for its infended use; any trade discotnls and rebates are deducted in
arriving at the purchase price. Examples of directly auributable costs are:

(1) site preparation:

(i) initial delivery and handling costs,

(ii1) installation cost, such as special foundations for plani; and

(iv) professional fees, for example fees of architects and engineers.”

Accordingly, the cost of acquiring dead stock is in the nature of a cost that is directly
attribulable cost of bringing the oil storage tanks / plant and machinery to its working condition
for its inlended use of providing storage services.

e The Expert Advisory Commiltee of the Institunte of Chartered Accountants of Jndia in s
opinion (No 21~ Volume XX ) on valuation of inventorics dealt with an opinion the accounting
for dead stock in the tanks of a company engaged in rhe business of refining, transporlation
through pipehines and the markeling petroleum products. According 1o Commiltee. the stock
of crude o1 in pipelines and lanks was nol beld for the purpose of producing or providing goods
or services as conlemplated in AS 10. Instead, it was opined that stock of crude oil in the
pipelines was held in the process of production and the stock of finished products was held for
sale in the ordinary course of business. Accordingly, the opinion required the dead stock to be
accounled as inventory as per AS 2. '

In our view the facts and circumstances considered in that instance were different from those
O MATFFFFPI s case. The situalion considered in the EAC opinion was of a company engaged
in the business of retining, transportation and marketing of petroleum products and nol in the

husincss or providing storage services. Accordingly, the opinion of the LAC would not apply
in ihe cusrent situation,

o Similar puidance 1s also available in International I'inancial Reporting Standards under 1AS 16
Property. plant and cquipment (JAS 16). Paragraph 16(b) of 1AS 16 stales (hat:

The cost of an item of property, plant and equipment comprises:

) its purchase price, including tmport duties and non-refundable purchase fuxes, afier
deducting trade discownts and rebates

h) anv costs directly ctiribwable (o bringing the asser (o the location ond condition
necessary for i (o he capable of operating in the manner intended by managenient.

<) the mitial estimate of the costs of dismesitling and removing the jtem and restoring the
site o which it is located. the oblisnition for whicl an ety incurs ¢ither swhien the

This document is the property of M/s Mumbai Aviation Fuel Farm Facility l?rivate
Limited, and submitted to AERA (Airports Economic). This document is extf“é_mely
confidential and not for public disclosure. : '
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item is acquired or as a consequence of having used the item during a pavticular period
Jor purposes other than (o produce inventories churing that period

e The basic principle to be applied while capitalising an item of cost fo a fixed asset/project under
conslruction is that it should be directly attributable (0 the fixed asscl for bringing it 10 its
working condition for its intended use. The costs that are divectly altributable to the acquisition
of a fixed asset for bringing il (0 its working condition are those costs that would bave been
avoided if the acquisition had not been made. These are the expenditures without the incurrence
of which, the assct could not be brought (o its working condition, such as, site preparation costs.
installation costs, salaries of engineers engaged in construction activities, etc. The above-
discussed principle of avoidance ol costs as the basis of identifying divectly attributable cost
for the purpose of capitalisalion is also supported by AS 16, 1n the piven case, the deadstock
is necessary o being the fixed asset in a condition necessary [or 11 10 be operating in a mamer
as intended by the Company.

o Thus the dead stock should be recognised as a component of the PPE al cost, Il would be subject
fo depreciation and be written down to its estimated residual vatue.

As per Paragraphs 3.1 and 3.4 of Accounting Standard 6- Accounting for Depreciation (AS 6):

Depreciation Is a measure of the wearing o, consumption or other loss of value of a
depreciable asset arising firom use, effluxion of time ov obsolescence through technology and
marker changes. Depreciation is allocated so os to charge a fair proportion of the depreciable
amount in each accounting period during the expecied useful life of the asset. Depreciation
includes amortisation of assets whose useful life is prederermined

Depreciable amownt of a depreciable assel is its historical cost, or other amount substituted
Jor historical cost in the financial statements. less the estimaied residual value.

o Further, as per Paragraph S of AS 6, the assessment of depreciation and the amount charged in
an accounting period is based on (he hislorical cost of the assel, the expected useful life of (he
asset and the estimated residual valuc of the assct.

e Agper Paragraph 3.3 of AS 6, the useful life js:

Useful life is either .

(i) the period over witich a depreciable nsset is expected vo he wsed by the enterprise; or

(1) the number of production or similar units expected to be obtained fiom the use of the asser
bv the enterprise.

Accordingly, even if the asscls have o longer physical usciul lile, i) the management estimates
that they will actually be used for a period shortey than the physical life, the period over which
the asset is expecled (o be usced by the management would be considered for the purposes of
determining the depreciaion charge.

o Morcover, depreciation is aiso impactecl by the residual vatue of the assel. Paragraph 10 ol AS
10 provides guidance on the estimation of the residual value ol the agsel:

This document is the property of M/is Mumbai Aviation Fuel Farm Facility Private Limited,
and submitted to AERA (Airports Economic). This document is extremely confidential anc

not for public disclosure.
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Determination of vesidual value of an asset is normaltly a difficult matter. If sucl value iy
considered as insigulficant, it is normally regarded as wil. On the contrary, if the residual
value is likely 1o be significant, it is estimated af the time of acquisitioafinstallation, or at the
time of subsequent revaluation of the asset. One of the bases for determining the residual value
would be the realisable value of similar assets which have reached the end of their useful lives
and have operated under conditions similar to those in which the asset will he used.

o Requirements of Schedule 11 of the Companies Act 2013 (the Act) with respect to depreciation

are as below:

o The useful life of an asset shaill pol be longer than 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 of

the asscl

o Provided that where a company uses a useful life or residual value of the asset which is
different from the above limits, justifications for the difference shall be disclosed in its

financial statements

e Thus the Company may on the basis of an objective (echnical and cconomic evalualio,
determine a residual value of more than 5% and a useful life of plant and machinery different
from that prescribed in the Act. However, it would be required to disclose the facts and disclose

reasons for the same.

o The uscful life for plant and machinery (storage (anks and related equipment) used in
exploration, production, and vefining oi} and gas prescribed in the Act is 25 years. Howcver it
may be noted thal Schedule II yvecognizes the concept of component accounting, Note 4 in
Schedule 11 states as below:

(a) Useful life specified in Part C of the Schedude is for whole of the asset. Where cost of
a part of the asset is significant to total cos! of the asset and useful life of the part is
different fiom the useful life of the remaining asset, usefid life of the significant part
shall be determined separafely.

(hy The requirement under sub-paragraph (o) shall be voluntary in respect of financial
yews commencing on oy afier the PP April. 2014 and mandatory for financial
stateinrents in respect of financial years commencing on or after the ¥ April 2013,

Two issues arise in this contexi. Firstly is the value of dead stock significant to the total
cost of the storage tank. If so we should treat it as a separale component. Ns nseful lite
should be evaluated and we should consider whether it would need recharging or whether
there 3s an expected loss in the quantily or value of dead stock over the tile of the asset of
which it 3s a part. 11 so, depreciation should be charged on this component scparately. This
would also depend upon the lact whether loss relating to dead stock (if any) is borne by
MATF)IPL or whether as per fuel sale agreements it is compensaled by the customers.

o The Company should recognise the dead stock as an item of fixed assets and depreciate the

depreciable amounl over ils expeetedd vseful life as hightighted above.

This document is the property of M/s Mumbai Aviation Fuel Farm Facility\Drivate Limited,
and submitted to AERA (Airports Economic). This document is extremely confidential and

not for public disclosure. T
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4.2, Issue 2: Capitalisation of pre-incorporation expenses

» As we understand, the pre-incorporalion expenses refer 1o pretiminary expenses incurred in
cstablishing the company such as legal and sccretarial costs, professional charges and other
related payments.

e Paragraph 6 of Accounting Slandard 26- Intangible Assets defines an intangible assct (AS 26)
as follows:

an identifiable non-monetary asset, without physical substance, held for use in the production
or supply of goods or services, for vental (o others, or for administraiive purposes.

Non-monctary assels are assets other than money held and assets (o be received in fixed or
determinable amounts of money.

s As per Paragraph 55 of AS 26, expendilure on an intangible asset:
should he recognised as an expense when incurred unless it meets the following criteric:
a. it forms part of the cost of an intangible asset that meets the recognition criteria (see
paragraphs 19-54); or

b the item is acquired in an amalgamation in the nature of purchase and cannot be
recognised as an intangible asset, I this is the case, this expenditure (included in the cost
of acquisition) should form part of the amount.attributed 1o goodwill (capital reserve} at
the date of acquisition

o A8 26 also describes situations wherein an expenditure is incorred to provide (ulure economic
benefits (o an enferprise, bttt an intangible assel is not recognised. Jn such silvations, the amount
1s recognised as an expense when incuwrred.

o The jnstances of such situations are provided in Paragraph 56 of AS 26 arc as below:

a. expenditure ou start-up activities (start-up costs), wiless this expenditure is ineluded in
the cost of an itenr of fixed asset under AS 10. Start-up costs may consist of prelivinury
expenses fcurred fn establishing « legal entity sincli us legal and secretariol costs,
expenditure to open a new facility oy husiness (pre-opening cosis) or expenditures for
commmencing new operationy or launching new products or processes (pre-operating
CoNtS);

h. expenditure on training activities;

¢ expenditure on advertising and promotional activities: and

' expenditure on relocating or re-urganising part or all of wi enterprise.

s The Guidance Note on Treatment of xpenditure Duaring Consbruclion Period issued by the
Institute ol Charlered Accountants of India (JCAI permiitted (he capilalisation and amortisation
of such start-up or preliminary expenses. However, the 1CAL has withdrawn this guidance note
in 2008. Accordingly, such preliminary expenses including startup cosls are expensed when
incurred.

o Accordingly, the Company is required 1o recognise the pre-incorporation expenses (i.e.
expenses incurred (o establish the lepal entity (MATTVPL) ¢ legal and scerctarial expenses)
as i expense and the same should nol be capitalised.

’ This document is the properly of M/s Mumbai Aviation Fuel Farm Facility Private
Limited, and submitted to AERA (Airports Economic). This docun}em\.i‘s_: e'__xtreme!y

confidential and not for public disclosure. h
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4.3. Issue 3: Accounting for inferest and other costs relating to term loans
e As per Paragraph 3 of Accounting Standard 16- Borrowing Costs (AS 16):

Borrowing costs are inferest and other costs incurred by an enferprise in connection with the
borrowing of funds

A qualifying asset is an asset that necessarily tokeys @ substantiol peviod of time (o get ready for
ity intended use or sale.

Ordinarily, a period of hwelve months is considered as substantial period of time unless a
shorter or longer period can he justified on the basis of facts and circumstances of the case.

o Accordingly, any asset that does not take a subslantial period of (hme to get ready for its
intended use, is not considered to be a qualifying assel for the purpose of AS 16 and any
borrowing costs incuryed in respect of such assets cannot be capitalised to the cost of the assel.

e The assets purchased from the Oil PSUs, are purchased on an ‘as is where basis’ and are
aequired together with the dead stock, which is required for the assets lo be operational. Thus,
it appears that these assets are ready for their intended use and do not take a substantial period
of time (o gel ready for the inlended use, Consequently, any borrowing costs incwrred to Hinance
the purchase of the assets from (he Oi] PSUs cannot be capitalised as a part of the cost of the
assels and must be expensed as mewred.

s |n addition to the assets purchased from the Oil PSUs, the Company is also in the process of
-construcling new assels. We are given (o understand that these new assets under construction
require a substantial period of time to get ready for their intended use, thus the borrowing costs
mcurred on these constructed assels should be capitaliscd by the Company.

o Paragraphs 8, 10 and 12 of AS 16 provide guidance on the amount of borrowing costs that
should be capitalised:
8. The borrowing costs that are directly altributable (o the acguisition, construction or
production of a qualifying asset are those borrowing costs that would have been avoided if the
expenditure on the qualifiing assel had not been made ... ...
10. To the extent that funds are borrowed specifically for the purpose of obtaining a gualifying
asset, the amount of borrowing costs eligible for capitalisation on that asser should he
deterntined as the actual borrowing costs Incurred on that borrowing during the period less
any income on the femparary vestment of those borrowings.
12 Torthe extent that finrds are borrowed generally and wsed for the purpose of oblaining o
qualifying asset, the amowt of borrowing costs eligible for capitalisotion should be determined
by applying a capitalisation rate to the expenditure on that ussel. The capitalisation rate
should be the weighted average of the borraowing costs applicable to the borrowings of the
enterprise that are outstanding during the period, other than borrowings made specificaily for
the purpose of obtaining a gualifying assct. The amount of borrowing costs capitalised during

a period showld not exceed the conomt of horrowing costs incurred durin that period

This document is the property of M/s Mumbai Aviation Fuel Farm Facility Private
Limited, and submitted to AERA (Airports Economic). This document is extremely

confidential and not for public disclosure.
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As per the above, the borrowing costs that are capilalised are those that olherwise would have
been avoided if the expenditure on the qualifying asset had not been made. This includes
interest on borrowings made specifically for the purpose of oblaining the qualilying asset
(specific borrowings) and costs of other borrowings that could have been repaid if expenditure
on-the agset had not been incurred (gencral borrowings).

o In certain siluations, the acquisition or construction of qualifying assets may not be financed
by a specific borrowing as envisaged in pavagraph 10 above. In such situations, paragraph 12
provides puidance on the capitalisation of borrowings on general borrowings.

o Thus, in this case, borrowings cosls on funds utilized only to the extent of expenditure in
construction of new assets which require a substantial period of time to getl ready for their
intended use can be capitalised

4.4. Yssue 4: Trealurent of loan origination costs

o The Company has incurred cettain costs like loan processing fee, lead arranger fee, and legal
counsel or survey fees. As we understand, these represent fee paid to the Iender for the activities
associated with the inception of the loan, including gathering all the necessary documentation
and also includes a charpe required by a lender Lo lock-in specific terms on a foan at the timc
of application. Apart from these upfront fees, the company is charged the normal rate of
interest,

s Borrowing costs arc interest and otfrer costs incurred by un enterprise in connection with the

horrowing of funds.

o Paragraph 4 of AS 16 provides the nature of expenses which may be inctuded as borrowing

costs:

a) interest and conumitment charges on bank borrowings and other shorl-lerm and long-teym
borrowings;

b) amortisation of discounts or premiwns relating (o borrowings;

¢} amortisation of anciflory costs incurred in conuection witli the arrangement of
horrowings;

d) finance charges in respect of assets acquired under Tinance leases or under other similay
arrangements; and

¢) exchange differcnees arising from loreipn currency borrowings to the exienl that they are
regarded as an adjustment (o inlerest costs. (emphasis added)

s As per {¢) above, ancillary costs ncwred in connection with the mrangement of borrowings
should be amortised over the Toan period. The above position is reiteraled in JCAT's Guidance
Note on Revised Schedule VI as below:

“As per AS 16 Borrowing Costs ancillary borrowing costs and discount or premiun relaiing
to borrowings could be amortised over the loan period..... "

“The Institute of Chartered Accountants of India had issucd a Guidance Noic on the Revised Schedule V)
of the Companies Acl 1956. The format of financial statements ander the Companies Acl 2013 is contained
in Scheduole T of the Act and is in line with the format under the Revised Schedule VI of the Companics
ACL 1956, Vlence The Guidance Note is applicable to Schedule 11 ol the Companies Acl, 2003 also.

This document is the property of M/s Mumbai Aviation Fuel Farm Facility Private Limited, and
submitted to AERA (Airports Economic). This document is extremely confideritigl-and not for

public disclosure.
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o Expenses ke loan processing fees, lead arranger’s fees,.legal counsel fees incurred specifically
m respect of the borrowing should first be apportioned over the period of the loan and added 1o
the interest cost of each period. Thereafler (he tolal borrowing cost should be expensed or
capilahzed as discussed in para 4.3 above.

4.5. Issue 5: Accounting for Performance Guarantee to MIAL

e The guarantee provided to MIAL is in respect of a specific performance by MAFFFPL under
its contract with MIAL. This guaranice provided by the Bank on behalf of the Company is in
the nature of a Perfarmance Guaraniee and not an ancillary cost incurred in connection with a

borrowing.

e The performance guarantee commission paid by the Company 1o its banks is thercfore not in
the nature of a borrowing cost and cannot be included in borrowing cost (which are then to be
expensed or capitalized as discussed carlier).

s Accordingly, the guarantee commission is required (o be accounted in accordance with the
principles of accrual on a 1ime proportion bas:s.

o Paragraph 6.4 ol the ICAI’s Guidance Note on formal of financial stalements staies:

Implications of all instructions mentioned above can be illustrated by means of the following
example. One of the line items 10 be presented on the face of the Balance Sheet under Currens
assets iy “Cash and cash equivalents ™. The break-up of these items required 10 be presented
hy tlte Revised Schedule VI comprives of jtemy such as Balances with hanks leld as margin
money or securily against harrowings, puaraniees, erc. ard hank deposits witl more thar 12
HIOHTINS 1R,

According to AS-3 Cash Flow Statements, Cash is defined to include cash on hand and demand
deposits with benks, Cash Equivalents are defined as short term, highly liquid mvesiments that
are readily convertible into known amownts of cash and which are subject to an insignificant
risk of changes in value. The Standard further explains thal an investment normally qualifies
as a cash equivalent onfy when it has a short maturity of three months or less from the date of
acquisition. Hence, normally, deposits with origina! matwrity of three months or less only
should be classified as cosh equivalents.

Further, bank balwrces held as margin vione) or securily against horrowings are neither in
the nature of demand deposits, nor readily available for use by the company, and
accordingly, do ot meet the aforesaid definition of cash equivalents, Thrs, this iy un
apparent copgflict hetween the requirements of tlhre Revised Schedule VI and the Acconnting
Standards with respect o whicli itesns shionld formr part of Cash and casl equivalents. As
laid down in the General Instructions, Para 1 of Revised Schedule V1 requirements of the
Accounting Standards swould prevail over the Revised Schedule VI and the compeny should
make necessary modifications in the Finoncial Statements wehich meay inclde addition,
amencment, substitution ur delerion in the head/sub-head or any other changes inter se.

Accordingly, the conflict should be resolved by changing the caption “Cash oud cosh

equivalents™ (o “Cosl aned bande balances,” wiicl way lrave two sub-headings, vz, “Caslr

and cash equivalends” wud “Other banh balances.” The former shondd eelide only the items

thar constitnte Caste and casl equivalens defined b aecordunce witlh A8 3 (wisd not the
- This document is the property of M/s Mumbai Aviation Fuel Farm Facility Private
Limited, and submilted to AERA (Airports Economic). This docurmént igextremely
confidential and not for public disclosure. :
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Revised Sciredule VI), while tlie remaining line-items may be incinded wneder the latter
heading.

o Further, paragraph 8.8.4 of the Guidance Note also requires balances with banks held as margin
money or security with banks (o be disclosed separately. ’

Balances with banky to the extent held as margin money or security against the borrowings,
guarantees, other conmmitments shall be disclosed separaiely

“Other bank balances™ would comprise of items such as balances with banks (o the exrent of
held as margin money or security against borrowings elc, and bank deposits with more than
three months maturity. Banks deposits with more than more than twelve months maturity will
also need to be separately disclosed under the sub-head “Other bank halances’ The non-
current portion of each of the above balances will have 1o be classified under the head " Other

Non-current assets” with separate disclosyre thereof

e Hence, the margin money deposit placed by the Company with its bank should be accounted
‘other bank balances” and it should not be considered to be ‘cash equivalent’ in the financial
statements prepared under Schedule )13 of the Companies Act 2013.

'\‘ N
l[l N

(This space is intentionally lefl blank)

This document is the property of M/s Mumbai Aviation Fuel Farm Facility Private Limited, and
submitted to AERA (Airports Economic). This document is extremely confidential and not for
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5. Confidentiality and Disclabner

o Qur analysis is based on the completeness and accuracy of the facts conveyed o us. 1 any of
the information provided to us is not entircly complete or accurale, it is mperative that we be
informed immediately, as the inaccuracy or compleleness could have a material effect on our

conclusions.

s Ouranalysis is restrcled Lo the questions referred to in Section 3 above. We have nol analysed

any other accounling maiters.

e  This analysis has been issued for the exclusive use of Mumbai Aviation FFuel Faym Facility
Private Limited in linc with our letter of engagement. No other person shall be entitled (o place
rehiance on this analysis. It should not be copicd or disclosed to any othey third party, in whole
or in parl, withoul our prior written consent.

s Any changes (o the accounting standards and related regulatory guidelines, which couid also
be retrospective, could have an effect on the validity of the information stated herein.

e Weassumce no obligation to update this analysis on any events subsequent (o ils issue, which
may have a material clfect on the information provided herein.

e We would advise you [0 discuss (his matler with your statutory auditors also since our views

arc not binding on the statutory audiiors.

Very truly yours

}\, (A {
Sat Vaikateshwaran
Partner

This document is the property of M/s Mumbai Aviation Fuel Farm Factlity Private Limited,
and submitted to ARRA (Airports Economic). This document is extremely confidential and

not for public disclosure.
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MAFFFL//SM/AERA/ 4 & January 19, 2015

TO,

The Secretary,

Airports Economic Regulaiory Authority of India,
AERA Building,

Administrative Complex,

Safdarjung Airport,

New Delhi 110 003

Subject: Request for Tarff Approval for Mumbal Aviation Fvel Farm Facility
Private Limited for providing fuelling services at CSl Alrport, Mumbal.

Dear Sir,

This is further fo our varous letters on subject last resting with lefter
MAFFFL/SM/AERA/44 dated January 16, 2015, We are also thankful once
again for giving an opportunity 1o meet you in person on January 19, 2015
ond explaining the reguirement of the approval of fariff for the Fuel
Infrastructure charges. The same is reiterated below;

j&\‘ 70 The Transfer deed, License Agreement, [P Agreement, Inferim
'jbb.;\\\ﬁ"s’ operations agreement belween the parties and MAFFFL were signed
on 13.1.2015 and with same the existing facilities of Oil PSU's and MIAL

are fransferred to MAFFFL. MAFFFL has started the fuel farm operations

&t
6/3/\} effective 00.00 his. of 14.1.2015.

2. With the above dall the expenditure with regards 1o the Fuel farm
operations have to be arranged by MAFFFL only.

— 3. As advised earlier, MAFFFL shall appoint a Fuel farm operator, selecied
by way of competilive bidding through public tender. The L1 parly
emerged by way of public tender is BPCL. The order on same shall be

@ placed with the approval of the Board. The board meeting has been

—— planned on January 29, 2015, Therectter the LOA shall be released and

go‘\\ls’ the party is expected 1o obtain the necessary approvals from DGCA
etc., and is expecied fo storl the independen! operations by end of
Mairch 2015.

4. Till such time. Ihe facilities shall be operated by fhe exisling Oil PSU,
IQCL, HPCL and BPCL and MAFFFL shaoll pay a charge 1o then for
same. The charges paid shall be towards the operations only and all
the charges related to the location like the land rentals, property fax
efc., shalt be fo the account of MAFFFL. MAFFFL has entered inlo an

Pagedof3
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inferim tripartite agreement, between MAFFFL as the facilily owner,
IOCLHPCL and BPCL as suppliers and IOCL, HPCL and BPCL as the fuel
tfarm operators {of their respective locations). MAFFFL shall charge the
suppliers the fuel infra charges as per the rates approved by AERA. Il is
also to inform that the charges will be raised afler the approval of rales
by AERA. The copy of the draft agreemeni wass enclosed with the MYTP
submission. [Annexure 6 - Interim Tripartite Fuel Farm Operator &
Supplier Agreement, page 189-205) MAFFFL has entered into an interim
fipartite agreement before the starl of the operations.

5. MAFFFL requires urgent funds for the following:

a. reguirements of statutory payments

b. fuel farm operator charges, license fee and rentails
c. day o day administrative expenses

d. Sdlories and wages etc,

6. In the absence of approved iaritf, MAFFFL is not able to do any
financial closure and raise lhe funds to ensure smooth and
uninterrupted operations of the fuelling operations at CSIA.

7. With regards 1o the reasonableness of the user agreements, it is fo
inform the following;

a. All the Supplier agreements will be same for all the Suppliers and
will be in public domain. The points to be considered in the
supplier agreement, as included in the tender document is
enclosed.

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

¢. The rales proposed have been agreed {o by the present users.
The consulfalion paper has dready been submilted with the
MYTP proposal. [Annexure 9, page 241-245)

d. The rate has been determined basis the building blocks of AERA.
The submissions have dlso been made along with tThe MYTP
proposal.

e. ltis also to inform that as per the response 1o the CCl's guery, the
average cost of operation for BPCL/HPCLAOCL 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 fue! intrastructure charges (proposed)
and that of ITP charges of Rs 198/KL, 1olaling 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 lo ensure uninterrupted fuelling operations al CSIA.

Page 2 of 3
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I would be happy fo provide any further clarification, il so required by the
Authority. :

Yours Sincerely,

f
Shyam Mustyalwar
Chief Executive Officer,

o

Mumbai Aviation Fuel Farm Facility Private Limited

Enclosure : The poinis 10 be considered in the supplier agreement, as included in the
tender document.

Page3of 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 og9th March 2009 chaired by Cabinet Secretary, Gol. 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 3oth
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

Page 1
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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
Page 2
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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 10" 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;

(if) '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 111 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

WMateriality Index (Mlg)
Fuel Throughput in Kilolitres at a major airport A $6D
— X

~ Total Fuel Throughput in Kilolitres at Major Airports

‘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 MIg 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 11 1.3, are given below

Serial Airport Total Fuel Throughput | % of Total Fuel
No. FY 10 (KL) Throughput at Major
Airports
Page 4
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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 11 1.3

Mg 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):
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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 lyer Mumbai Aviation Fuel Farm Facility Private Limited
4 Mr. G. Krishnakumar Indian QOil 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 12" January 2015

Status of transfer deed and license agreement —

The stamp duty of all the agreements including the transfer deed has been paid
on 30" December 2014 and the registration is planned on 12" January 2015.
Thereafter the facilities shall stand transferred to MAFFFL.

Reqgistration for Shop & establishment —
Application for shop and establishment has been made on 7% January 2015 to
the concerning authority.

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

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

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.ll dated 21st
February 2011, MAFFFL is submitting all the details as per Appendix Al.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 30" 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 13" 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 2,209,801
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

January 2015

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 200,292 2029 363,785
2019 208,430 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

CP-N0.17/2014-15-MAFFFPL-MYTP-ATP
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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 Al.2 procedure for preparing Multi Year Tariff Proposal (read with clause 7.1)
under which clause AL2.1 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 (FRoOR 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 = Y'(ARRy) and

ARR= (FROR x RABy) +Dy+ Ot + Ti- NAR;

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 Al.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 Ra) + ((1-9) X Re)
Where:

g is gearing (i.e. debt / debt + equity)
Rqis 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 Al.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 = R + B (Rm-Ry)

Where:
Rt is the risk free rate
B is the market volatility
Rmis the market risk
Parameter Basis of Assumption Value
Risk Free Rate Ry 10 year yield for government bonds | 8.86%
Market Volatility 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:”
(RAB+RAB,) / 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 13" 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 Al.3 of Appendix 1)

S No

Details of competitive facilities

Mumbai Aviation Fuel Farm Facility Private Limited

CP-N0.17/2014-15-MAFFFPL-MYTP-ATP

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 F7: Format for identifying Initial Regulatory Asset Base (ref: Section Al.5 of Appendix I)
Fixed Asset already commissioned as on 13 January 2015

S No. Asset Name Commission Useful Life Original Cost of | Depreciation AccumL_JIa'ted

Date Asset Rate 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

All numbers in INR Lacs

CP-N0.17/2014-15-MAFFFPL-MYTP-ATP

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
dicelociire
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Mumbai Aviation Fuel Farm Facility Pvt Ltd

Form F10 (e) : Additional Capital Projects Summary ( Ref: Section Al 5 of Appendix I)
Forecast WIP Assets

Particulars

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

All numbers in INR Lacs

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

dicrlnaiire
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Mumbai Aviation Fuel Farm Facility Pvt. Ltd.
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Form F12(a) : Historical Aircraft Movements( Ref: Section Al 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

dicelnaiire
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Form F12(c) : Projected Aircraft Movements ( Ref: Section Al 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
diselnsiire
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Form F13 (b) - Historical and Projected revenues from services other than Regulated Services (ref: Section Al.7 of Appendix 1)
avlgi?;tale Financial Year
S.N. Particulars . before Tariff Tariff Year 1 | Tariff Year 2
audited
Year 1
year
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
All numbers in INR Lacs
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
dicrlnaiire
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Form F14(a) : Annual Tariff Proposal for Tariff Year 1 - Format for Providing
information on EMAY (Ref: section AI8 of AppendixI)

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
dicrlnaiire
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9. Annexure 2: Schedule of provisional charges
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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

Fuel Infrastructure Charges (FIC)

828 | INR per Kiloliter

CP-N0.17/2014-15-MAFFFPL-MYTP-ATP
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COMPETITION CONMISSION OF INIDLA
{Combination Registration Mo, C-2014047 164}

25092014
Maotice w's 0 (2} of the Competition Act, 2002 given by:
- Mumbai Intermaticnal Airpor Private Limited:
- Indiam Qi Carporatzan Limited;
= Bharat Peiroleum Corporestion Limited;
=  Hisdostan Petrolous Corpocstion Limited: and
- hambai Aviatzan Fuel Faon Facility Limited

1. Op 39 April 2014, the Coampetiticn Commission of India ("Comimission™] received n
nodice under suf=section (2} of Seclion & of the Competition Act. 2002 (hersinafter
referrsd o ps the “Act") relsiimg io the propossd comblnatlon Beoween Mumbsal
lzmatoral Alrport Privele Limdted (“MILAL™), Indian Oil Cosporation Limited
ICL), Bharat Petraleumn Corpomation Limited (YBPCL™), Hinduastam Petraleum
Carporaticn Limted ("HPCL™) (IOCL, BPCL and HPCE ars herednalior colleetsly
referred do as the =00 PSUs™) and Musnbal Aviation Fuel Farm Facilioy Limbed
{"MAFFFL™ filed by MIAL, IOCL, BPCL, HPCL ard MAFFFL (hersinafter
collzctively naferred 1o 25 the “Parties™. The proposad combinaticn perimins to
creation of a joemt venture by [OCL, HPCL, and BPCL along with MLAL m MAFFFL.
The mid joint veriure js propased 1o be created {0 construet and manage en inteprated
fuel focility at Chhatrpeti Shivaji Inermational  Airpord, Mumbai (YCELA™ ar
“hlimmnkial .q.l-lpﬂr-r‘*':.

The Qil P5Us are, fwer altn, engaged in refining. production and morketing of
petrolewsm end rolated prodests including petral, diess=], grs, aviefion turbine fisl
{“ATF"}, and petrochemicals. BOCL supplies ATF and cwns and operates ATF fuelling
infmstructure ad over &0 airports in the cousiry. As a joml venfure pariner in the
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infrastructure at Terminal 3, Indira Gandhi International Airport and at Kempegowda
International Airport, Bengaluru respectively. BPCL, inter alia, supplies ATF through
its 36 aviation service stations at all the major airports in the country. It renders Into-
Plane services to leading domestic and international airlines through a joint venture
company, namely, M/s Bharat Stars Services Private Limited (“BSSPL’). HPCL is

stated to own and operate 30 aviation service facilities in India for supply of ATF to its

customers.

3. MIAL is the airport operator and presently has no role in supplying ATF to aircrafts. It
has the exclusive right and authority to inter alia operate, manage and develop Mumbai
Airport/CSIA and contract with third parties pursuant to the Operation, Management
and Development Agreement, dated 4™ April 2006, entered inmto between Airports
Authority of India (“AAT”) and MIAL (“OMBDA”).

4. MAFFFL was incorporated by MIAL in the year 2010 as its fully owned subsidiary
company. It has been stated by the Parties that in-principle decision regarding creation
of MAFFFIL was taken in a meeting of the National Facilitation Committee (*NFC™)
held under the chairmanship of Secretary, Ministry of Petroleum and Natural Gas,
Government of India, in March 2009. MAFFFL had been incorporated specifically in '

order to establish an integrated fuel farm facility at the Mumbai Airport.

5. The proposed combination relates to formation of a joint venture (JV) in MAFFFL by
IOCL, BPCL, HPCL and MIAL in terms of the Shareholders Agreement (“SHA’)

entered into among the Parties on 6™ March 2014, Post combination, it is proposed

T T that:

¢ Each of the JV partners would have 25 per cent sharcholding in MAFFFL.
MATFFFL will own the existing fuel facilities at Mumbai Airport, modify the

existing fuel infrastructure owned by the Oil PSUs to create an integrated fue