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l\' 

IO.i. j )It, 

9 th , No. 'J\A I /CH0/4'(E\(j.AERA/MYTP -Chcn ~ai/20 1'6 March, 2016 

The.Secretary, .
 
'1\irports Economic Regulatory Au thority of India,
 
)\l~l.zJ\ Building, :.
 .' 
Administrative Complex, 
Saldarju ng Airport 
New Delhi-ll 0003 

2 n d Sub:- Submis.sion· of up-dated MYTP {1st & Cohtroll for Chennai. . 
Airport - reg. 

. Sir, 

tI-<dcrcncc is invited to AERA Order No, 38/20 12-13 [or the 1S Control 
.Pcriod (01.04 .2011 L031.03.2016).· 

. / '. 
.

1s t 2 n d 1 . The year··wise. capitalization during the . conLrol period and , 

Control period (proposed)' in ~ respect of Chcnnai Airport approved. by, the 
competent authority is ' furnished vide Forrn F10(a)" of the up-dated MYTP 

.' c;:: ']()scc! herewith. 

~>.. The traffic and Financial Statistics for F.Y.20lJ-12 to :?014-1S hnve 
been -revised us.pcractualsand from F.Y, 2015-16 La 2020-21 on the basis of 
projection. " . 

3.. In the up-dated MYTP the effective 'cor p or a te tax rate of ~14.60%1 
(i~ .Y.)'Ol~)-16.) and WACC at 14l ;lo at par. with the Chermai & Kolkato airports 
.has been considered. . ' . ' 

LJ . Notes on AAI's Depreciation Policy is attached as per' Annexure-A'. 
. . 

;:i . . Note on Traffic ForecastMethodology is attached a? per Anncxurc -Ts'. 

6. . ' Form A as per Section A5.' or Appendix 5 is ' attached aL Annexure-'C' . 

7: Hu.siricss (Sian for Chennai Airport is' attached as per Anncxurc-Tr'. 

. 8. lsr-icf note on taxation rates (effective Lax rate) applicable LO AAl IS. 

attached as per 'Annexurc-T;'. ', . . 

c; " Fair RaLe ofReturn is ' considered em ·the basis of report or M/s KPMC 
Advisory Services Pvt. Ltd. A copy of Lhe same is attached as per Anncxurc-T" 

. . " . 

=tln:lf)"'G-.r.,<\ij~·7f ~~ ~m ~ fG'R;fi-11'0003 ~.: 2 632950 
Rajlv Gandhi Bhawan Safda~u'ng Airport, New Delhl--1 10003 Phone: 2463?950 



10 .	 The J\nnu al Traffic Pr oposals (J\TP) for t he F. Y. 20 16- 17 (effective fro m 
0 1.04.20 16 Co 3 1.03 .202 1) based on th e up-dated MYTP is e nclo sed a s 
Au n cx u rcv' G '. 

I I.	 Th e highligh Ls of the proposal a rc a s fol1ows:

i)	 La n di n , Parking & Housing - No in cre a s e is p r opo sed in Do mestic a s 
wo ll as Internation al Landing Charges . Parki n g & Hou sin g is prop os ed 
lo in crea se by 20% on the ex is t ing rate in the F .Y. 20 16 - 17 an d n o 
in crea s e is proposed from F .Y. 20 17 - ]8 onwards . 

2 n d ii)	 F'ue l Th.r.o_~ghput Charges _. No increa s e is propos ed in Co n trol 
pe r iod . The p r esent.ira te o f Rs . 177 4 .4 3 per .Kilo LLr. will co n tinue to 
ex is t . 

iii)	 PSF: - (Facilitation) - Th e foll owing PSI" is propos ed to be levied a s 
I'" under: -' ,
 

a ) Dome stic d eparting PAX. -- Rs. 9 9 1- per PA.-'<. .
 
b) In tcrri atiorial depa rting PAX. ,. Rs . 19 0 1- p er PAX.
 

No in crea se is propos ed in PSF d uring the e n tire 2 n d con tro l period . 

iv) PS F , [Secur-Ity] - Th e presen 1. ra te of l~s.1 30 1 - per Departing PAX will 
- ' e on ti nu c to ex is t . 

v)	 UpF . No UOF is propos ed a t C hc n na i Airport. 

v i ]	 Cargo - The Cargo tariff is proposed La increa s e by 5% every year from 
:20 ] 6 - 17 onwar d s 

vii) T he in centive in the Landing Charges for In ternation al Car go Freigh te rs 
a t tac hed as per An ncxu rc- '! I'. Th e landing charges a rc as u nd cr i-

No. of Cargo 
Percentage Concession on Applicable

Fre ig h t e rs in a 
Landing Charges on Freighters

m o nt h 
1- 5 Not Propos ed
 

6 - 10 - 1' 10 %, :. l:·'ro;;.;-l t;-.l0- -- 
- . 10%, .. l" ro~-1t~ TO --..1 1- 15
 

20'X, . From 11 to 15
 
16 t~. J\bove
 10% - From 1 to 10 

2 0% -- Fr om 11 to 15 
30% - From 16 &, Ab ove 

co	 T h e sc heme is a pplica ble for a llIn tcrna t ion a l Sched u led as w ell 
a s Intern ation al Non- Schcd u jcd Carg o Frei ghters Air cra ft. 

•	 The incentive scheme i s va lid u pto 3 1. 12.20 17 . 



- -- -- - - -

- ---

II 

vi ii)	 The in centive proposed for in creasing th e Domestic & International 
night o pe ra tion is as uridcr r

a) Incentive for~~Jll_~~tic flight Operat.ion: 
Percentage increase in Aircraft 
(Landing Domestic) per wcck 
pcr operator from thc actual Discount offered on total 
Aircraft movement or the Landing Discount offered 
summer schedule for the on all the movements per 
period 01.04.2016 to week per operator 
07.04.2016 whichever is 
higher 

10% 1% 
20% 3% 
30% 5% 

7% 
r _	 _ - =-=J6~ ' - .__.1 9% 

b) Incentive for International flight Operation: 
Percentage in~~ease- in Aircraft I - 
(Landing international) per 
wcek per operator from thc 
actual Aircraft movement or 
the summer schedule for the 
period 01.04.2016 to . 
07.04.2016 whichever is 
higher_ 

10% - ----, -" 
20% 

- - - .- . 
30

~ 

% 
40 tyo 
50% 

Discount offered on total 
Landing Discount offered 
on all the movements per 
week per operator 

1% 
3% -	 - - -- - .. - - - 
5% 

-~ 

---- -- _. - ' - --._ 
7%
 

---- -- ' ..- - .
9 % -- ._ - --

e	 The ini tial Aircraft movement per operato r p er week w ill be taken from 
01 .04. 2016 to 07.04. 201 6. The actual Air craft movement or the summer 
sch edule per operator per week would be frozen for th e a b ove mention ed 
date for the en ti re control period (01.04 .2016 to 31 .03 .2021) for the 
purpose o f ca lcu la t ion . 

"fn case of Domestic Flight Operation Discount will be eligible to the 
operator if minimum movements (Arrival) of 100 is p erformed per week. 

In case of International Fli ght O pera t ion Discount will b e e lig ible Lo the 
o perator if minimum m ovcrncn ts [Arrival] o f 15 is performed per week. 

o	 Percentage increase in Aircraft will be rou nded off to the nearest whole 
num ber. 

OJ	 Discou nt on total Landing will be offered only if the p ayment is made 
wit.h in th e s t ipu la ted tim e 



12 . The short recovery of Al<.R in the Is t Control Pe riod R~ . 106.47 Crores 
have been a dj u s ted in 2n d control period . 

13 . The short recovery of ARR in the 2n d Control Period I:Cs . 0 .38 Crorcs 
a pprox . may be all owed to recover during next control period . . 

l rl . The up-dated MYTP a long wiLh the Annual Tariff Proposa l, Business 
Pla n and Fo rm A (ref section 1\.5 . I or I\.ppendix 5) arc e n clos ed for yo u r 
con s ide ra tion and approva l. 

Thanking yo u , 

Yours faithfully, 

~\\\.
1\\ )...I~ 

(V VIDY ) 
C eneral Manager (F&A) 



131 ~FORE THE AIRPORTS ECONOMIC REGULATORY AUTHORITY 
OF INDIA AT NEW DELHI 

I 

Forrn	 A: (ref.Section A5.1 of Appendix 5) 

, 
. SUBMISSION OF MULTI YEAR TARIFF PROPOSAL FOR AND ON
 

BEHALF OF
 
CHENNAI AIRPORT
 

I, S . Su rc sh, aged 55 years re sident of Type-V, Quarter No.3 , Jor 
tsagh, New Delhi-110003 ' a ctin g 10 my offi cial capacity as 

Member (Finance) in Airport Authority of India having its registered 

offi ce at R;ajiv Gandhi Bhawan, New Delhi-110003 d o h ereby s ta te and 
a ffi r m as uridcr that: 

I .	 That 1 am duly authorized to a ct for and on behalf of 
Air por t s Authority of India in the , matter of making this 

submis si on before the Airports Economic Regulatory Au thori ty 

of India , New Delhi ( AERA ); 

2 .	 1 am compet ent to make this s u b m is s ion before AERA; 

3 .	 I am making this s u bm iss ion in my offi cial capacity and thc 

fa cts 's ta ted h erein are based on official r ecords; 

-t .	 Thc co n ten ts o f th is s u b m is sion which include (i) Business Plan; ' 
(ii) Information pertaining to .ph ys ical a s sets; (iii) Information 

rel atin g to the Regula to ry Building Blocks ; (iv) Historical and 

Forecasted volumes; and (v) Historical r evenues , are correct and 

true to my knowl edge and belief and n othing material has been 
con cealed therefrom. 

~ 
( fSURESH.) 

MEMBER (FINANCE) 

Place- Ncw Delhi 
Date : 9 th March, 2016 '. 
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Annexure - A 

Depreciation Policy of AAI 

AAI is following Straight Lin e Method of providing depreciation 
in books of Accounts. 

Determination of rates of depreciation 

The minimum useful service life of various assets IS reviewed 
from time to time for the purpose of s crap page a n d replacement 
co n s ide r in g the technical fa ctors prevailing at the airports and also 
due to fast ch anges in tech n ology and the obsolescence factor in 
aviation sector . 

Depreciation rates were reviewed in 2006 by a Com m ittee 
comprising of senior office rs from Finance, Engineering, E&M, 
e NS (Planning), Technical a n d Ele ctronics Departments. 

On the basis of the review the depreciation rates were revised on 
th e basis of the minimum Technical a n d u seful service life of various 
assets under different ca teg or ies. 

The revi sed d epreciation rates were approved by AAI Board in it 
109 th Boarel meeting held on 27 th April 2007 . The revi sed depreciation 
rates were m ade applicable w .e .r. 1s t April 2006 (F .Y. 2006-07) 

The salient a s p ect s of the revised policy a re as foIIows: 

a) Method of Depreciation - Straight Lin e Method 
b) No depreciation to be provided in the year the asset is 

disposed off/ reti re d from active usc . 
c) Residual value for each asset to b e taken as Rs .l balance to 

b e provided by way·of depreciation a s per prescribed rates. 

However w.e .f. F .Y. 2012-13 depreciation wiII be ch a rged at 
100% in case assets are u sed in finan cial year for 180 days or more 
wh ereas if the assets a r e u sed for less than 180 days the d epreciation 
will b e equ iva len t to 50 % of the depreciation of the financial year. 

In the MYTP depreciation is charged for fu ll year even if the 
a s se ts are used for less than 180 days. 

The revised depreciation rates are given at annexure -1 . 
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EXISnNG 
DEPREClAnONASSET HEAD 

RATE 

I '	 I ; 

'~:i! 'jL.~a~~hold 
'F, I . 

1	 ti:; ,~U,~YVAYS ,TAXlWAYS , APRONS, 

,~[;. !r~~DS I BRIDGES ~ CULVERTS 

2 J':~ , ' UiLOiN(;S FREEHOLD . 

' i~F : )i7e~,nafl ~argo & O~ratlon.al Buildings' 
, r h • ,L 

: ~ ~; f1'emporary ·Bulldlngs .
 
! j ,: ' ~ \
 

" . ' : ~ : .~'.Resl~entlal
"HI .',. 
~ i;l 

"	 ~~~I ' .UIUlINGS LEASEHOLD 
. 1 ;1 f~~
 

, ~ f" ,,);';
 
.n::, ' Jr' , '~~URITY FENCIN'G 

l!. i 
Irt 
f'; 

~' ;~Boundary' wall (Opemtlonal)
 
.. ,' ~Bounda ry wall (Resldentlal)
... . '·; -iJi . '4 ' .
 

:';6~ :': '\ PLANT ~ MACHINERY
 
. ' ~ '. 

7 :rOOLS & EQUIPMENTS 
X-Ray Baggage Machines 

Others . 

8 FURNITURE & FIXTURES 

9 T' COMPUTER & I.T. HARDWARE & ACCESS. 

10 f- INTANGIBLE ASSETS - COMPUTER SOFlWARE 

11 I , VEHICLES 
Crash Fire Tender.s & Fire Fighting Equip. 

Others 

12 AIRCRAFT and AFIS 

13 ELEC INSTALLATiONS 

4 OTHER OFFICE APPLIANCES 

Note : 1. Land Freehold· No depreciation. 
'r 2. Land Leasehold • Premium amortIsed over the lease 

.I.	 , l . 
:l , ,' ' 

" ",\ . ( :: .t "'· ': 
~:l~ : L 

NIL 

12.17% 
r 
} 

7.310/0 
,.;. 

100.00% 

4.00% 

7.31% 

7.31% 

100 .00% 

7.31% 
4.00% 

12.17% 

12.17% 

12 .17% 

20 .00% 

20.00% 

20.00% 

19,19% 

12.17% 

24.34% 

12.17% 

/ 

20.00% 

Annexure -I 
REVISED ' 

DEPRECIATION 
RATEw.E.F. 

1.lU.2006 

NIL 

13.00% 

8 .00% 

100.00% 

5.00% 

8.00% 

8.00% 

100 .00% 

8.00% 
5.00% 

11,00% • 

11.00% , 

20,00% 

,20.00% 

20 .00% 

20.00% 

,
13.00% 

14.00% ' 

10,00% 

11.00% 

,
18.00% 
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Annexure;. B 

Methodologies and Assumptions involved in Traffic. Forecast 

The following methodologies are adopted and assumptions are made while 
preparing the traffic forecast : 

i)	 Bottom up approach is adopted i.e., the Traffic Forecast for individual 
airports are prepared and summed up to arrive at the traffic forecast of 
all the airports taken together. 

ii)	 While making forecast for individual airports the traffic trends of 
respective airport is a guiding factor. 

iii)	 A higher weightage is given to the traffic growth witnessed during 
recent past. 

iV)	 Regressionl Econometric Analysis are also undertaken with GOP, liP 
and foreign tourist arrival as predictor variables for major airports 

v)	 Adequate infrastructure is created and .capacity constraints are not 
allowed to operate. 

vi)	 The forecasts of other international organizations viz. ICAO, lATA, ACI 
and Aircraft manufacturers are also considered while finalizing the 
growth rates. 

vii)	 Adjustment for SUbjective factors viz., increase in oil prices, safe and 
secure environment for tourists, safe and secure air travel, other 
infrastructures like road and rail connectivity creation of adequate 
hotell motel capacity are also considered . 

viii)	 Fleet plans of airlines. . 
t 

ix)	 Factors contributing to the Traffic Growth as mentioned above will 
continue to operate to fuel the growth in the Civil Aviation Sector in the 
12th Plan also. . 

The above. methodologies are used both for passenger· and cargo traffic, 
whereas the aircraft movements are projected based on-the trends in passenger, 
aircraft movement ratios . . 

While	 making the traffic forecast, the opportunities that exist at various Indian 
airports and the concessions given by AAI" to tacllltaje operation at its airports are 
also taken into consideration. 



BUSINESS PLAN OF CHENNAI AIRPORT 

O bject ives 

lh c objccti vcs of th is business plan are : 

I ,	 To submi t to AERA for determination or the tariff for the aeronautical services 
namel y Landin g and Parking in respect o r Chennai Airport. 

)	 I\.s pel' AER!\ Consultation Paper the Multi Year Tariff Proposal should reconcile 
with the Business Plan submitted. 

M issio n 

' ! 0 achieve highest standards of safety and quality in air traffic services and airport 
managcm cut by providing state of the art infrastructure for total customer satisfaction 
contributing 10 the economic growth and prosperity of the nation. 

Vision 

To be ~l world cla ss organization providing leadership in air traffic services and airport 
management and making India 8 major hub in Asia Pacific Region by 20J 6 , 

Kevs to success 

ThL'	 kcyx to success for Airports Auth ority 0(' India are ; 

I.mploy ing an expcricnced .highly profcssional management tea l11 that com bines vision, 
realism and belief in the utilization and benefits of thc latest aviation, electronic and 
inlormarinn technologies; reali zation of the importance of an organization 's personnel to its 
success and a total familiarity with and commitment to the overall mission and goal s of the 
organization. 

Concentration on safety with highly trained dedicated and professional personnel, induction 
o ft he latest slate of the art equipment and al so new facilities to improve standards of safety 
0 1' airports .Adoptions of new and impro ved procedure go hand in' hand with induction of 
new equipment. 

Ilrovi sion 01'excellent passenger facilities and related amenities at its terminals and meeting 
the customer's satisfaction, 



.Company S ummary 

1\.1\I was co ns u lutcd by an act 0 f Parliamcnt and came into being on 1s t ApriI 1995 by 
IJlcrging erstwhile National Airports Authority and International Airpor ts Authority. The 
merger brought into existence a single organization entrusted with the responsibility of 
creating. upgrad ing, maintaining and managing civil aviation' infrastructure both on the 
ground and space in the country. 

1\ (\ I 1l1,1Ilages 125 airports which includes I I rntcrnatianal Airports ,8 Customs Airports ,8 I 
Domestic Airports and 27 civil enclaves at Defence airfields .AAI provides air navigation 
services over 2.8 milli on square nautical miles olai r space. 

Company Locations and Facilities 

Chcnnai airport is the premier international gateway and air hub [or south India the busiest 
airport in India the main International airpor t in eas tern India it is also its largest. 

., he modernization and expansion of Chcnnai airport is in full swing. The mega project 
corn prising domest ic and international terminal buildings and allied works includin g 
consultancy o r construction of international and domestic building, construction of Common 
user cargo terminal and connectivity of tube to Metro Rail would be costing 2502 er. in the 
second control period. 

Ihe international integra ted terminal building are designed on the concept of 2 level 
structure with Departures at First floor and Arrivals. at ground floor having M.S. profile 
shee t roofing on tubular trusses with an estimated cos t of RS. 1357.00 crorcs . The ncv 
iutcruatioual terminal buildin g wi ll cater [or (our million passengers per annum. 

Construction or Domestic Terminal phase-Il wh ich is proposed at Chennai airport capable to 
handle ten million passengers per annum. The Terminal Building shall be designed for amply 
commercial space which shall commensurate with traffic projections. The estimated cost of 
this proposed proposal is Rs. 754.00 crore. 

It is also proposed to provi de the latest IT systems, includin g Public Address Voice Alarm, 
Sccmity Surveillance, CCT V covering the whole terminal building and the entire length of 
the conveyor, fire detection and alarm, very early smoke Detection and alarm and Buildi ng 
Management Sys tem (I3MS) . 



Se rvices 

/\ l Chcnnai airport, AAl is providing Te rminal Building facilities as well as providin g 
lntcrnational Ca rgo Ter minal facilitie s. There are 2 1 International and 24 Domestic 
Destinations connec ted from the Chennai International airport. 

In order l o achieve sea mless flow of passengers between metro station and airport a 800 
meter long connecting Tube. is proposed on the city side providing two way travella tors for 
move men t The estimated cost of the work would be Rs 79.00 crore. 

' I : 1': I\Te' tower is located at the Air Traffic Services Complex . There are two radars in 
Chcnna i the mono-pul se secondary surveillance radar at Porur and the Chcnna i Westing 
I louse (term i nal) radar. Advance surface movement guidance and control system has been 
introduced in the ATC tower. 

The new proposed M LCP to be constructed in front of existing Ter minal building Total 
capacity or car parking after construct ion of Ml .Cl' Phase-I and Phase-Il will be increased to 
:n 50 cars against the presen t surface car parking capac ity o f 1575 cars . The estimated cost 
01' the work would he Rs. 287.00 crore. 

:-.'argo On crations; 

1\1 the cargo terminal , I\ I\I functions as ground handl ing agency for airl ines for handling or 
processing their em-go on ground and acts as custodian on beha lf of customs import/ex port 
cilI'go under thc customs act of 1962. Spread ove r an area of 19.5 acres, the complex use" 
cargo-handling cquipments such as elevated transfer vehicle , forklifts, high-mast stackers, 
and power hydrauli c pall et trucks for handling cargo , . There are three ETY buildup/working 
~t<l ! io ns and IHmanual buildup ETY loading positions at the complex . 

The upcoming Work for internati onal impar l Cargo storage and proce ssing facilit y would 
have a capacity to handl e almo st 11,00,000 tonnes of cargo annuall y from the existing 
350,000 tonncs.. TIle conventional way of warehouse management will be replaced 
by automated storage and retrieval sys tem (I\SRS). The new facility would also have 
dedicated isolated storage locations for handling dangerous and hazardous cargo . The cost of 
the proposed to construct a Commo n U SCI' Domestic Cargo Terminal (CUD CT) at an 
estimated cost of 
I ~ s . I 11 .00 crorcs , 

.Miar kct Analysis Summary 

1'\))' the .l-iscal yea r 20 14- 15, it is the fourth busiest airport in India in term s of passenger 
traffi c alter Delhi. Mumbai and Bangalorc and the third busiest after De lhi, Mumbai in terms 
ol international passengers and ca rgo handled In the recent past there has been a rapid 
increase in touri st traffic including foreign -visitors as an internat ional touri st destination . 



Iking the premier internati onal gateway and air hub [or south India, the government of India, 
ministry of civil aviati on has decided to expand the Chennai airport. 

Pil sscngcr and Aircraft Traffic 

The total passenger traffic handled during April -M arch 2014-15 bas increased to 
\4.29 million [rom 12.90 million resulting in em increase of 10.9 % as compared to 
passenger handled during April v-M arch 2013-14 , 

The total aircraft movements (International and Domestic) handled in 2014-2015 has 
shown <I moderate increase of 0.5% as compared to the aircraft movements handled in 
20 13-20 J4 

FlO . jl) ht Traffic 
- ." 

The lola I freight traffic has increased to 303904 tons from 292080 tons which has 
rcgistt.:rcd an increase of 4.00% during Apri I --March 2014-15 as compared to freight 
traffic handled in April - March 2013-14.The increase is due to start of freight 
handling by low co st airlines, 

It is forecasted by CPMS Directorate that there will be a growth of 6.00% in passenger 
traffi c, a irc ra lt traffic will grow by 4.4 % and freight Turnover will increa se by 4,1% from 
the year 20 15-l6 011 wards for another 5 years. 



Annexure - E 

BASIS OF TAXATION RATES 

Thc normal income tax rate for companies for the A.Y. 10-11, 
1] -12, 12-13 to 14-15 & 15-16 was 33.99%, 33.22%, 32.45% & 

33.99% respectively considering the surcharge & cess respectively . 
Also income tax rate applicable to companies for the A.Y. 2016-17 is 
34.60% (including Surcharge & Cess ). However , the effective rate of 
lax for MI, which is considered in the books for creation of provision 
for income tax comes to approx. 35 to 37% on the P.B.T. 

The difference is due to the fact that, depreciation is calculated 
as per straight line method in the books of accounts, whereas under 
the Income Tax Act depreciation is calculated under W.D .V method. 
Further, under the Income Tax Act assets capitalized during the 
period October to March, the depreciation is allowed at 50% of the 
applicable rates, whereas in the books of accounts the same is 
calculated at full rate. 

Certain amount of expenditure/provisions which are considered 
for calculation of book profit arc not allowed as deductions under the 
Income Tax Act, are added back to the profit for calculation of the 
Income Tax. The examples of which are as follows:

a)	 Intcrest, Royalty, Fees for technical services payable outside 
India u] s 40(a) (i) 

b)	 Foreign Benefit Tax and Income tax vi] s 40(a) (i) 

c)	 Tax on perquisite paid by employer is] s 40(a) (i) 

d)	 Contribute to non-statutory funds u/s 40(A) (9) 

e)	 Unpaid statutory liabilities si] s 43(b) i.e. payments of tax 
du ty cess of fee contribu tion to PF bonus to employee 
interest on loan borrowed from Financial Instltutions/PSU 
Banks any sum payable by employer in lieu of leave at the 
credit of the employee etc. 

f]	 Provisions for bad debts. 


