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mz?*g\\ KANNUR 5

Qv) International Airport

Ref: KIAL/FIN/45/2015-16
Date: 29 August 2016

The Chairperson,

Airport Economic Regulatory Authority of India,
AERA Building,

Safdarjung Airport Airport,

New Delhi - 110 003.

Dear Sir,

Sub: Updated Tariff Submissions - MYTP- Control Period 2016-17 to 2020-21 for Kannur
International Airport Limited

We had submitted the tariff related submissions online on 31 March 2016. We had also
submitted a copy of the online submission along with a note and CD containing the business

models and other agreements etc. in person, on 22 April 2016 at your office.

After our submissions, we have evaluated the progress of the project and we now expect the
Airport to commence operations from 1 April 2017 as against October 2016 as submitted
earlier. We have accordingly updatedminess mtﬁage‘lhé.lnd our tariff submissions, along
with some other changes to the Capital cost and the charges proposed to be levied. We are
enclosing herewith the updated submissions including under Shared Revenue Till model as

required by your letter dated 4 August 2016.

We request you to kindly acknowledge the same and do the needful at the earliest.

Thanking you in anticipation,

Yours truly,

For wR INTERNATIONAL AIRPORT LIMITED

A

_]AYAKRISHNAN S
Chief Financial Officer

Encl; a/a

Kannur International Airport Limited
CIN: U6033K1.2009SGC025103

“Parvathy", T.C. 36/1, Chacka, NH Bypass, Thiruvananthapuram - 695 024 Phone: +91 471 2508668 / 70, Fax: +91 471 2508669
E-mail: managingdirector@kannurairport.in www.kannurairport.in
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KANNUR INTERNATIONAL AIRPORT LIMITED
TARIFF SUBMISSIONS
TO
AIRPORT ECONOMIC REGULATORY AUTHORITY
CONTROL PERIOD: APRIL 2016 TO MARCH 2021
-Updated-
August 2016
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ternational Alrport Limited - The o )

r' .1 Kannur International Airport Limited (KIAL/ Company) was incorpoiated on 3 December
% 2009 with the objective to establish, operate, manage, undertake and Maintain airports and
4! allied aireralt infrastructure facilities in Kannur and / or other parts of India.
|
| 2 The Authorised Share Capital of KIAL is Rs. 1000 Crore and the Paid up Share Capital as of
! 31 March 2015 is Rs. 864.76 Croros,
|
| 1.3 The proposed structure of the overall authorized share capital is as follows:

L A .~ “ofsharcholding |

| Government of Kerala ) T . 35%

L PSU - General eSS I - L 23%

| PSU - Airport (AA] etc.) _ | o 26%

Private Scctor - 16%

]J ToTAL R - ~100% |
i LA Sharcholding structure as revised and approved in the Board meeting held on 299
if l)m'cm_hc_r 2015i0s as I'()Il()\_«/s: _ ‘
i ; Category _ b _ '_%of'shar_'e_}_mldiqg_l-'
| | (quqx'}]_n}_glxg of Kerala o e e S 3_S%J
| | PSU - General i _ _ 25% |
| PSU - Airport (AAI cte) R - 10% |
}’ | Private sector b ) o 30% |
f | TOTAL SPRS: S _100% |
|
.! 1.5 Registered office of the company is in Trivandrum with an Operations office and Project
' office located in Kannur,
|
f 1.6 Government of Kerala, Bharat Petroleum Corporation Limited (BPCL), Kerala State
; Beverage Corporation Limited (KSBCL), Kerala Minerals & Metals Limited, Kerala Stare
| Industrial Enterprises Limited  and Kerala Hotels & Resorts  Limited arc the key
sharcholders of the company.
, 1.7 The Sharcholding Pattern of KIAL (with individual details of persons holding over 5%) as of
;! 31 March 2016 is as given below:
| Party " | *%Holding
i - Government of Kerala o | A047%
| | BPCl, ) | 1966% |
| Amo T S V7N
E
| *

s s VS R —

g
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1.8

a|

Party _ | %Holding

| Mr.YusufAli 520

The Operations of the Company are managed by the Board of Directors of whom Chief

Minister of Kerala is the Chairman. The day to day operations arc headed by Mr. Thulasidas,
Managing Dircctor. Composition of the Board of Directors of the Company is as given below:

| Name - - o ‘!Catcgury -
' Shri Pinara Vijayan, Chicf Minister of Kerala _ | Chairman & Director
¢ Shyi b Chandrasckharan, Minister ol Revenue and | Director
| Housing 1 )
- Shri I P Jayarajan, Minister for lndustnc and Sp()rts ] Director B
. Shri A K Sascedran, Minister lor Transport i Director
' Shri Ramachandran Kld’lnl‘ldpp'l“y Minister for Ports, | Director
' Muscum and Archeology I _ E
P SmtK K Shylam Teacher, Minister for Health and Social Director
[ Justice - I
| Shriswm Vuavan ind, Chief Sc(xeunv L:()I\ | Director .
! Shri. \/auavayahljoscph Kurian, Addl. (‘hlcfSeuetaly i Director !
. (Water Resources and Aviation) - i_ - - ]
| Shri B Sri inivas, Addl Chief Scuetaly (Wdto}_Rcsourccs _ ‘ Director - |
| and Aviation) . _ - l )
| Shri Vv Thuiasidag - S i’_Mil]_&_lg{_i_l_]f.’,_D_l'l'_q'("ig_l‘
| Shri G C Gopala l)l“dl MD I(mﬁa i - _rl)_iroctor o

ShriM A Yusufl: ali, MD EMKE (.mup 7 _ ' Dircector
~br,Shamsheer V p, MD - VPS Health Care ., Director o
ShriM M S(mmyd I: D (/\vmtlon} BPCIL. _ : Nominee Director
- shri Prasad Panicker, 11 1/C, BPCL - . Nomincebircctor |
CShriR l>h(1nd(n| D (Finance) /\Al .. __ - i Nomince Director |
| Smt Krishnaiyer Parvathy Ammal | Independent Director

Shri. Madhavan Nambiar M _ ) - | Independent DHO(tUI

e
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KIAL was  given the right to construct Kannur International  Airport  (KIA), in
Moorkhanparambu in Kannur District of Kerala vide Government of Kerala (Gok)
Government Order MS No. 2/98/Tran dated 17th January 1998.

Ministry of Civil Aviation (MoCA), Government of India (Gol) granted the licence to KIAL for

operations of the Airport.

Land for construction and operation of air port was hrought in by GoK as pml of the Share
Capital Contribution.

Finance Close for the project was tied up with the Lenders on 20t May 2015.

Construction activities are expected to be completed by March 2017 and the Commercial

operations at the airport are expected to commence by 1st April 2017.

Key dates in the history of KIA are as given Lelow:

Sd4 Activity - 1 Date
L. in-;n'in('ipleappr()vul from M()C/\ ' Dec (‘mbel ]997 _
| Z) Ordes for Lstabllslnncntand lunnln(7 of/\nport B Jdnu lry 1998 |
3] : /\])pl oval from MoCA to (JO‘\ pr ()])()Sdl f()r /\n port ‘ Fobr uary 2008
4) | Formation of the C ompany ' I)eccml)c-l 2009 .
5) Award ()f(onlmu for /\nsnlo W(JI ks | November 201 %
0) * Airside wor ks - Constr uction work mau-g_umUon | kebr ll:;l_i/ .Z()M - I
7) : /\w wd of contract fm Icn nmml B unl(.'ng, works : July 2014 T
8) . Terminal Bulldmg, ~-C onstructlon wor k ﬁuuiguratlon R July 2014 . :
9) : I mancnal Closuno oftho Project _ May 201'5 - |
10) /\\v ird ol guipment supplv contr l(ls :__ _ __1 N ll
CACKT & BHS e | SeBtEMber 2015 |
| PRI, Escalators, Ilovatms _ _ _ | October 2015
{ Escalators _ ) S _ | October 2015
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I
] Key stakeholders/ parties involved in the construction of KIA are as'given below:
|' L vnd(‘ls _ anam B mk, South Imlmn Bank_lqgh_g_al Bank o
De sign and Project ‘Management COM Asia - Runwa rand airside warks
J b

2.8

6|

| Consultants

| Key Contractor

A
K

Overview of the Project is given below:

Land arca owned (( apltal contribution. by

1()K)

Land arca pr oposcd to be leased from KINI RA | 888.6 acres

- nodalagency of GoK

Runway specification

Terminal l)tnldmg, speullcallon
!

| years

Passenger Capacity planned for the first 5

T'l'ﬁz_.i 8acres

e
B K KITCO - Terminal Building and allied wor ks
JI_l_'usen & ]oubro

'(inic_']_ud‘cs- 612

éll_‘é;l_(ly'

acquired, possession slill with KINFRA.
70.40 acres possession with KIAL, yet to f

| be leased, 131.20 acres to be acquired in |

Phase 3, 75 acres 1o be acquired for
1 Runway extension to 3400 etres)

Land axoa used for (LI] lcnl /\n pmt Pl(_lGCt _ 1500 Acres
3.05 km works - Contract awar ded for
| Rs.694crores .
95000 sq. m - Contract awarded for Rs.

1475 Crores

12022

2.51 Million passenﬂms as at March

TR L e e,
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3.1
3.1.2
3.4.3
344
345
3.4.6
3.4.7
3.4.8
349

KIAL has prepared the Tariff submissions in line with the Airport liconomic Regulatory
Authority (AERA) Order No. 13/2010-11 dated 12 January 2011 and under Single Till as
per the methodology prescribed in Direction 5/2010-11 dated 28% February 2011.

Also, submissions are made under Shared Revenue Till as per AERA letter dated 4" August
2016.

KIAL has prepared a Financial Model in line with which the different Regulatory Building
Blocks (RBB) have been computed and prepared based on detailed projections and
estimates/benchmarks.

The Financial Model is enclosed herewith and given below are the detailed explanations and

overview on cach ol the Regulatory Building Biocks.

Capital Expenditure and Regulatory Asscet Base
Traffic Forecasts

Cost of Debt

Costof Equity

Fair Rate of Return

Depreciation

Non-Acronautical Revenues

Operating Expenditure

Taxation

3410 Aggregate Revenue Requirements

3411 Acronactical Revenue estimates
312 UDE Lsiimates

~J

= E

O

R kTR e S

sos e

e .

T T R A T

R S

Al AT IO e AT L

Sman,



Y)

1.3

8 |
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LU and leauateary Asser Bage

Capital Expenditure Estimates of KIAL have been approved by the Board of Directors
(Board/ BoD) in their mecting held on 31 February 2014 along with the Project Information
Mcmorandum and Detailed Project Report. Broad clements of Capital Costs approved are as
given below:

CParticulars T _Amount (Rs. Crore) |
CLand - - L 31594 |
Buildingand Civil Works 81024
Runway, Road way and Culverts |7~ 29874 |
L lfllccpr_iczll__lnstall_a_t_i(__)_n_s_ e f 7916 |'
Other Bquipments —— — "7 T T T g
Furnitures & Fixtures . ) L ) - 500
| Acrobridges ) _ ' o 12.00
! Firefighting Equipments | ~0.50

Lomputers & Accessories 100
ehidles, e
| Preoperative lfxpenscs‘ ) - _ 5348
. (Iont_ingu!l(:y ) - ) ) o R ~67.25 ;
| Margin Moncy ) ) i ) 186

Interest i_}u:'|!:f,),_(f()nstrugl‘i(_)n o _ _ - 1134 _
| TOTAL. _ I 1892.00 |

Within this overall Budget, contracts have been awarded based on competitive tenders
floated and after due approvals by the Board of Directors. Details of Key contracts awarded
and in execution as of date are as follows:

| Party - | Broad Description . Award Value | Award date |
| : i B e . (RS Cr) 1. BNU..
! Larsen & Toubro | Larthwork and Runway works | 694 Crores | Nov 2013

!‘ Larsen & Toubro .[ Terminal Building works ] 475 Crores !_July 2014

Contractor bills are checked and approved by the Project Management Consultant and also
reviewed by the Site Engincering team of KIAL after which they are paid.

No non-airport activity related developments are proposed to be carried out in the initial
years of the Airport Project.

Lb" The R e AT T,
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4.5 Summary of costs proposed to be capitalized and considered as Initial Regulatory Asset

Basc for the Project (including Interest during construction etc.) on which return js claimed,

is as given helow:

,l' Particirlérs
{ Land

| _Amount (Rs. Crore) |
| ~316.00

| Buildiljg r;md Civil Works ‘ o ._.847.48
Runway, Road way and Culverts ) 365.11
COther Equipments ) _ I 321.38
| TOTAL B ~ .. 1850.00
1.6 Atthe time ol tariff submissions, these costs have not been capitalized in books as yet, as the

Airport Opening Date (AOD) is planned for 1% April 2017. In view of capitalization stil

pending due to the ongoing construction of the new airpor
Expenditure and the resultant RAB be trued up based
beginning of the next control period.

4.7 Summary of Average RAB, under Single Till, computed
Expenditure and depreciation considering Para 9 below, fro

| Particulars 2016171 2017418 201819 |

! Opening RARB | | 1850.00* | 1682.47 ; |
CAdditions § - ) _ =

' Deductions _ ; - N - ||
{Depreciation |~ @277 0 (8277)
Llosing RAB | T T T 76705 | Tepaas -
| Average RAB | - | 1808.62 |  1725.83 |

| Less: Land not ! - (181.33) | (184.33) |

J used for project # o ; S R ]

| Average RAB for | - 1624.28 1541.50

{ Tariff ] N ) i
" Opening RAB capitalized as of 1t April 2017.

proportionately, of the capitalized land value of Rs. 316 Crores, Rs. 1
notused)is proposed to be reduced lr()n1_:|vc1‘_;1{;7(;”]{"/}11\“\@_)_1'_3Il_lgls.x -

1.8 Inview of capitalization still pending and construction of the
the Capital Expenditure and the resultant RAB be trued. up
the beginning of the next control period.

9|

t, KIAL submits that the Capital
on actual expenditure, at the

based on the above Capital
n the model, is as given below:

2019-20 | 2020-21 |
1603.86 152525 |

. l N - 2 !

. (8277) [T (s277)]
. 1601.67 | 1518.89
1643.06 | 1560.28 |
(184.33) | (184.33) |

a

e N =
1458.72 | 1375.95 |

Of the total area of 1200 acres of owned land, around 500 acres is used for Airport Project. Hence

84.33 crores (for 700 acres

*new airport, KIAL submits that
based on actual expenditure, at

e i L
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5.1 KIA proposes to commence commercial operations at the Airport from 1st April 2017.
! ]
5.2 Traffic study for KIA has been carried out by AECOM Asia Company Limited (ALECOM Asia) -
a consortium between AECOM India Private Limited and CRISIL. The study was conducted
in August 2013, \
5.3 I the traflic study ALECOM Asia has evaluated the aviation industry, trends in Indian i
aviation, aviation sector in Kerala and have estimatéd the traffic volumes for Kannur
International Airport. }
E
5. Traffic estimates were made for KIA from 2015-16 onwards. However, in view of Airport !
Opening date (AOD) being planned as 1st April 2017, traffic estimates have been shifted by §
2 ycarin the business model, for projections, from the estimates provided by AECOM Asia. i
5.5 Traftic estimates considered in the Business Plan are as follows:
|
Particulars ‘uom | 2016-17 | 2017-18 | 2018-19 | 201920 ' 2020-21 r
Domesticbax EMMn. | R ;"""_"(>.'1"4_‘  0.16 | 018 0.20
| b ST YN 07 SO O |
| - Total Pax. M, - 1.61 | 1.81 ! 2.03 | 2.26
i I:)(';):iri-()f-lllﬁf above | Mn. J _ __-().E_SICJé 091 l . 1.02 Ir 113 | J
| Domestic ATM i ' 2015 2246 2481 | 2737 !
| It ATM K 372l 147160 161390 17637 ;
1 'rl‘r)lnlr/r\'f‘l_w - ; li i — !_ i 1‘3387 ]‘69‘)_2_ | 1_862_0 20374 f.
DomestcCugo AMT | o) am] asal a6 ey |
| '. lnll.(j;n‘g_o : I\_'I'l‘ i L 181}6_ 2()674 | _ %34;38 1 ;_26_57() . E
5 - Total Cargo [ M i = __1_83_5_7_IL ' 2_()_9_2{_’1_ i ?3_7()‘0 ' _26&341% | é
| 5.6 In view of the new Airport being established, where there are no established trends, KIAL E
submits that the traflic estimates submitted as part of tariff propasals may be trued up i
I‘ bascd on actual traffic, at the beginning of the next control period. e
| {
| 3
? 1
| {
' |
;
| 10|
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6.1

6.2

6.3

6.1

11 |

. Lender

:.S_o_ulh_[n(jmn Bank Rs. 110 Crore

| TOTAL | Rs. 892 Crore |

[KIAL has ticd up a total debt finance of Rs. 892 Crore for the Airport Project. Details Lenders

and the interest rate agreed with the lenders is as given below:

]nteres_t Rate _ J
_Base rate plus 0.40% spr ¢ 1d -10. 40% !
Basce rate plus 0.20% spr gd_d -1040% |
Base rate plus 0.20% spread - 1040% |

Loan Amount
Rs. 692 Crore

Canara banl(

Federal Bank | ) Rs. 90 Crore.

KIAL has till end June 2016 drawn down a loan of Rs. 557 Crores. Balance loan of Rs. 293
Crore to Rs. 335 Crores approx. (considering the mix for the proposed capex plan) is
proposed to be drawn down over the balance period of construction. Draw down (Actual
and proposcd) schedule is as given below:

| Drawdown date ; /\mount

June 2015 | Rs. 150 Crore -

| March 2016 ' Rs. b()(ro.e -
June 2016 [ Rs.257C 19!_(2_______ o

| Scptcmben 2016 . Rs. 70 Crore

| December 2016 L Rs.70 Crore B i

| February 2017 1 Rs. 15 5(|ole |

Marchy 2017

Rs. 42 Crore (Ba lS(‘d on nccdl%

CTOTAL | Rs.892Crore

Cost ol debt has been considered as 10.05% throughout the majority period of loan (lixcept
initial 3 months) for the purposc of estimating the return on RAB.

KiAL submits that the Cost of Debt may be trued up, based on the actual cost incurred in the
project, al the end of the current control period,

T T T T NI VR AT TTET  E ATS  AT

R e
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7.1

7.2

KIAL has considered a cost of Equity of 16% in forccasting the Iair Rate of Return (FRok)
on RABY

The estimation made by KIAL is in line with the Cost of Equity values considered by ALRA
in its Tariff Orders relating to various Airport Operations such as Delhi International
Airport, Mumbai International Airport, Bangalore International Airport and Hyderabad
International Airport.

e S P 2 T M A N . e B S




8.2

' Share Capital

Delbt

L Average Lquity )
| Average Retained Barnings

| Average Fair Rateof Retwrn | 13335%

8.1

13 |

Fair Rale of Return (FRoR) for the Control period has been computed based on the
Weighted Average ratio of the Debt and Equity outstanding for the entire control period,
considering 10.05% as Cost of Debtand 16% as cost of Equity.

KIAL proposes to make the taritf in the initial years reasonable and attractive for
passengers which would need to be competitive. As a result, there may not be recovery of
the entire eligible Aggregate Revenue Requirement, which also would have an impact on the
Retained carnings impacting the Gearing and FFair Rate of Return, as given below:

Computation of Fair Rate of Return for the control period (without considering the Retained

carnings) is as given below:

-
|

3

350.00 85000 | 850.00 | 850.00 | 77272  695.45
90920 | 1000.00 | 1000.00 | 1000.00 . 1000.00

| (0.00) | (58.80) | (170.17) | (27048) | (355.59)

KIAL submils that the FRoR shall be trued up at the end of Control period when computing
the actual ARR, based on any changes in Cost of Debt and actual position of Liquity and Debt
at the end ol cach year and also based on the Aggregate Revenue Requirement actually to be

provided,

| particulars | 2015-16 | 2016-17 | 2017-18 | 2018-19 | 2019-20 | 2020-21
| | | 81841 1000.00 | 1000.00 | 1000.00 ! 1000.00 | 1000.00 |
| Retained Earnings | . _(0.00) | (116.80) | (223.53) | (317.44) | (393.75)

| Average bebt | 575.001  850.00 850.00 | 81136 ' 731.09
| Gearing Ratio without | 39:61 16:54 46:54 ‘ A45:55 ! 43:57

| Retained earnings (Debt: 5 ! l |

' Costof Debt | 1 1005% | 10.05% | 10.05% | 10.05% | 10.05%
| Costol Equity : o 16% | 16% 16% , 16% 16%

AT LT TP I IV
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9.1

-

9.2

9.3

9.1

14 |

KIAL provides for depreciation on assets in line with the Companies Act 2013, after
considering the useful life of the assets under different categories and after evaluating the

practice followed by AAL

KIAL is in the process of determining the Depreciation policy and getting the Board of

Directors” approval for the same.

For the purpose of tariff submissions, KIAL has considered depreciation for different -

categories of assets on the basis of following useful lives and depreciation as given below.

Asset Caiegory . Useful Life 15é-b-rééiat_i0n-l:5té

l
' Civil works | 60 years E 1.67% I
Plant & Machinery - L0 ycars ! 10.00% '
Acrobridges & Equipments | 10 years | 10.00%

In-accordance with the aforementioned useful lives and costs proposed to be capitalized
under different asset categories, depreciation proposed to be incurred is as given below:

Asset Category | 2016-17 | 2017-18 | 2018-19| 2019-20 | 2020-21 |
Civilworks | -l 12| 1412 1412 1402 |
Plant & Machinery | o 36.51 | 36.5]_‘ - 3651 136.51 ?
Runway & Related i - | 32.14 32.14 | 32.14 | 3214
totae | Il ergr| sagr|serr 277

In view of capitalization still pending KIAL submits that the Depreciation as given above be
trued up based on actual expenditure, at the beginning of the next control period.

i
W
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10.3
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; [-)n“l'y- Iree é-h(ip

' Space Lease rental

" Advertising
TOTAL f
I of passengers

C NAR per passongbr Rs.

Kannur International Airport has planned for the facilitics relating to Food & beverage, Duty

free shops, Shopping arca, car parking etc. as part of its Terminal Building plan.

The services are proposed to be outsourced to concessionaires by way of concession

agreements, who will provide the services to passengers and users of the Airport.

KIAL proposes to collect a specific % as revenue share from the concessionaires. The

business model estimates the collections frrom these concessionaires over the concession

period as given below, considering revenue per passenger and other benchmarks.

Nature of Service

F&B Services -

Car Park Revenue

Public Admission Charge

Flight Catering

201'6-1'7']'2"0'17-"1_@[ 2018-19

T 226 T
o __| 9.03 !_ 1095 |

_ . 130 1.44

- 261 317

T 083 1o

R Y

= 0.28 0.30

- 17.87 21.40

_ 0.16 0.18

L am T

2019-20
1

25.60 |
|

6.2] |
122

2020-21
3.98
15.94

174

461

147
2.22

037 |

30.47

0.23 |

Inview of the new airport and absence of confirmed trends on the traffic of passengers and

ATMs and Non-Aero Revenues, KIAL, submits that the Non Aeronautical Revenues estimated

herein may be trued up based on actuals at the end of the current control period.

132
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KIAL Operating Expenditure consists of Personnel costs, Operations and Maintenance
Expenditure and other costs. Cost estimates have been made considering comparable
trends across other similar airports. Summary of Operating and Maintenance expenditure

proposed to be incurred is as given below:

Nature of xpenditure | 2016-17 | 2017-18 | 2018-19 | 2019-20 | 2020-21 |
B mpl()ycc(osLs YR 10.56 12. 79 1537
Repair & Maintenance - B 1 N |_ 1'3.7_1 o 13_.71" 14.81 | | jsf99
gounlly ' - 4.83 5.86 ¢ 7.10 | 8.51 |
Stores & Spares el 1es| 1760 190
Utilities | 322 3.91 474 | 569
Administration Expenses T 74830 586|740 | 854
Land Lease R(‘nlal B o i:_g@f " 0.01 _001 l ' 001
Mar k(‘tmgZ C ()sls . N ) * |__£‘5_?_| o (_)_..63 o 974 l o 0.86
| l()l/\l -1 3746| 4217 4904 5691
I of passong('rs | - 0.16 | 0.18 | () 21| .23
()|)()|‘216111:<;‘ I‘Ixi)C]ldilux‘L‘ per I - '_ 234 ! 234 | 233 I 247 _
passemger®s. | _ '

A noie on each expenditure estimate is as given helow:

Personnel expenditure estimate is considering an average cost of Rs. 54 per passenger with
a year on year increase ol 8% planned on the cost. Detailed working of the personnel
expenditure projected is as given below:

| Particulars o Lzom' 17 ‘ 2017-18 | 2018-19 | 2019-20 l 2020-21
Cost pe per passonﬂ(‘l ()p(‘nlng1 RS i ) 54 00 | '54 00| '38 32 | , 62.98
lnuc‘lsc perannum - 10% : i - i 8% 8% | 8%
' Cost for the year - Rs. o | o 5400 5832 6298 B 68.02
H ol pass(‘n;,(‘l S (( I()l(‘) ] ) b _0-1_6>3 ()_.18 o 0.21 ' _ 0. 2%
Personnel cost estimated (Rs I[ = 8.69 | 10.56 12.79 15, 37 |
rove) R S S

KIAL is currently in the process of recruiting the staff members and the estimates may
undergo a change based on the actual costs of hiri ing the resources etce.
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11.6

\
| Escalation rate
[— _ |
Mol months [
| L()sl for the yezu ‘
Power

1.8

Operating and Maintenance Expenditure estimate is made considering the Cost ol

Machinery and equipment needing repair and projecting the O&M cost as a % of the cost of

cquipment.

Details of computation of the 0&M cost is as given below:

‘ Pznrtichlzirs [ _
; (JDI[J] (osl o (‘qmpmonl '
: (apltal (osl of Civil wor ]\s : |

E % AMC - I} qulpment

|
! % AMC - Civil works ]

Airport.

2()16 17 2017 18 l 2018 19 | 2019 20 I ZOZ() 21

326. '31
1044.55

. 1%

- 19, |

s
7l 12|
._!_.‘

32631
1()44 5

]

32631 32631
1044. s 1044 5 |
Twl T w
1% | | 1% |

8% YOY | 30/)Y()Y ?
VR T
14.81 - 15.96 |

and Water costs are estimated based on the expected usage of the same at the

Power and Water expenditure has been estimated on the following basis:

| Palllculals

i Cost per paswng,cl opcmng Rs.

' [ lnuclsc peranibum - 8%

11.9

17 |

| ((Jxl 101 lh(‘ yvear - Rs.
W ol pasxo gers (Cl or(‘)

- Utilities cost estimated (Rs _
| (‘lorc)

Vzom 17 2017 18

2018-19
__20_'00
8(/> |
21.61 |
018

391

N | S—

2019-20 ]"_25'2"6321 |
2160 2333
R 8%{5
123.33 25.19 |

o dzl[ 023
474 569 |

Summary of other expenditure proposed to be incurred and its broad basis is as given

betow:
J [xpcn-diiure . Basis 2()i6-l7 2017 18
J’ Security r Rs. 30  per L - 4 83

2018 19

86 |

' 2019 20 | ZOZO Zl
7 l() 8.."4

rw:
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Expenditure | Basis ©2016-17 | 2017-18 | 2018-19 | 2019-20 | 2020-21 |
I © passenger 8% | 1 1 |
I Marketing 1% on revenue - 0.53 i 0.63 | 0.74 | 0.86 |
; | excluding UDF | - | - _; ) I.
CAdmin [ Rs. 30 per| - 483 5.86" 710 8.54 |
' Overheads passenger 8% : i i
L fmeeeseyay b b b b
| Land lease Rs. 100 per acre - 0.01 | 0.01 0.01 | 0.01
‘ o | perannum - R ! _ { o _ .

Stores  and ' 0.5% of | 1.63 | 1.63 | 1.76 1.90 |
| Spares Fequipment cost ' f

' iwith 8% y-o0-y '

| increase  from i |
| 2019 | | | | |
TotAL | | 667| 1555 1841 2170 2556

11.10 In view of all expenditure proposed being dependent on the traffic movement and actual
cost estimates which are not fully under control of KIAL, KIAL submits that the Operations
Expenditure proposed may be trued up based on actuals at the end of the current control
period.

18 |
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12.2

12.3

12.4
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' Particulars |.
I ' 1
! Rouunon RAIB - ‘
1
1

Profit estimated
| MAT at 20.96% grossed up

KIAL in eligible to claim exemption u/s 80IA from Income tax in 10 out of 15 years {rom
commencement of operations. However, KIAL has to pay Minimum alternate tax (MAT) in
the tax holiday period.

Tax payable is on profits which is directly related to the Aeronautical charges and UDF
determined Tax and approved by AERA. In the computation of ARR by KIAL, a tax of 20%
has been considered on the estimated profits as given below, in Single Till:

2017-18 | 5615_16'

201617|

{ 21659! 2055
|
|

\ |

-

(82.89) | (75.19)

(86.63) (_970

129 96
34. 46

l.ess: Interest on Loan

2960 - 28.71

However, in view of collections proposed being lower than the ARR, there may not be a tax
payable in the first control period. Accordingly, when the shortlall in collection is trued up
later, the tax cost should also be reimbursed on the same.

As the tax estimates provided here above are subject to truing up based on all other
paramelters, and based on tariff to be approved by AERA. KIAL submits that the tax
estimates made herein be trued up based on actual expenses incurred by KIAL during the
control period, at the commencement of the next control period.

i
11884] 111.62 | 10828

2019-20 | 2020-21 |
194,51 ; 183.48

e e b
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20|

Whoiesale Price Index ostimations and Acronautical revenue

PATOS OVESTION S,

Whole sale price index estimates have been estimated at 4% considering the indication for
the next 5 years as per the RBI report issued in February 2015.

hetps 2 vev o ranorgdng s riptg/RulidicationsViewaspaid= 162020

KIAL proposes to have the aeronautical revenues increase by 5% year on year and keep the
UDF constant for the first 2 operational years and has accordingly worked out the rates for
various charges.
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14.2
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Considering the various estimates of different Building blocks as given above, the Aggregate

Revenue Requirement for various Regulatory Building Blocks, the estimated Aggregate

Revenue Requirement (ARR) is as given below:

- Particulars
CAverage RAB i ~ I
Weighted Average Cost of Capital
Return on RAB
| Operating Expenditure ol
Taxation - ]
' Depreciation

2017-18 | 2018-19 | 2019-20 | 2020-21 |
1624.28 | 154150 | 145872 | 1375.95 |

! Less: Non-Acronautical Revenues
I Aggregate Revenue
I Requirement

-1 13.335% | 13335% | 13.335%  13.335%
-| 21659| 20555| 19451  183.8 |
-1 3746 4217 _ 4901 5691 |
S| 3446 3151 2960 2871
| 8277 | 8277 8277 8277
| (17.87)| (2140)| (2560) (3047)
- 353.42 340.63 330.34§ 321.41 |

These revenue requirements are proposed to be met through levy of Aeronautical charges

viv. Landing, Parking and Housing fee, Cargo, Ground Handling and Fuel FFarm revenues and

through levy of UDIF as detailed helow.
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L 2017-18
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- Particulars "~ 1 2016-17 ¢

Proposed Kannur International Airport is located near Calicut and Mangalore Airports.
Considering the task ol attracting airlines and passengers to fly out of the new Kannu
Airport and generating o market for the airport, KIAL has a need to keep tavifl rates

competitive.

To this end, KIAL proposes the following rates for Landing C harges (or the first 2 years of
operation (2017-18 and 2018-19). Aeronautical Charges will be proposed for the balance
periods in the Control period based on the actual experience in Kannur Airport post its

commencement of operation, for the first 2 years.

L m(ling(hl-ﬂ(s CDomestic _ ] lnl(‘nmtlonal

| Rs. 161.7 pc1 MT uplo 100 MF | Rs. 215.25 pm MT upto 100 MT,
Alter 100 MT - Rs. 16170 plus Rs. | After 100 MT - Rs. 21525 plus Rs.
216.3 per MT in excess of 100 MT | 288.75 per MT in excess of 100 MT
Rs. 169.75 per MT upto 100 MT, 'Rs 226 por MT upto 100 MT. After

| After 100 M - 16975 plus Rs.; 100 MT - Rs. 22600 plus Rs
22710 per MT in excess of 100 | 30320 per MT in excess of TO0O M7
[ MT

2018-19

No Passenger Service Fee (PSI) is planned in view of recent AERA orders issued merging
PSE with YD,

Cargo, Ground Handling and Fuel Farm revenues are proposed to be received from

Concessionaires to whom these services will be outsourced.

Detailed contputation ol the charges is as given below (Please note that the projections have
been made for 2019-20 and 2020-21 considering 55 increase over the proposed Aeronautical
charges for 2018-19 for the purposes of estimation. However as stated in Para 15.2 above ATV
for 2019-20 and 2020-21 will be submitied based on actual experience in first 2 years of

Airport vperdations)

- =l St

l)mm SUL | |

\Ank|ﬂ1-SnMU i B T R R PR R R PR 1%69:
R e per sn Ol aireralt i -1 12936 |
Total ¢ ha:ge (Rs (1010) ! - 1.30 |

|
|
1

]358%| 14262 1497

|
: . |
" tnternational I i ! |

22 |

2017-18 | 2018-19 | zoio-zoi 2020-21 |

152 177 zor:
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! Particulars

: /\in raft :Em_(l-ll -

, Collection - Small (Rs. C 101(‘] )

/\n(m[l - M((hum
/\nuaﬂ- [dl"(‘

R(ll(‘ persni 1II Airc cr a[t o
R‘ll(‘ per m(‘(lmm aircraft

' Rate per harge lmuaIt
(()llC(tlon - M('dlum (Rs. Crore)
(()“Ctll()n - Large (Rs. Crore)

, Total (lmlge (Rs. Crore)

lolal Revenue from Landing charpes |

(Rs. Crore)

 Parking and lousing charges as % of

| Ca rao Fonnage International (000 M] ) |

Landing charges _ )
Parking and Housing charges (Rs.
Crore)

Pm ticulars
( argo lommp( I)om(‘sll( ( 00! ) M’ l)

Ral('
( allection (Rs Cror c)

' Cargo Revenue share %

i
|
|
l
|
i

{ Crore)

Cargo revenues to KIAL (Rs Cror e)

Fuel charges per ATM
ot Kl o

I ()l/\|MS -
Revenue fl om Fuel far m (R§ Cr orc)

l stimated (.l ound handhng, revenues
(.1 ound handlmﬂ Revenue Shdl(‘ %

| Ground Inndlmg revenues (Rs.

' P‘u ticulars

_ ((n 80 Revenue

23 |

l 'ndl 12 l\cvonuv - )
I"n king and [l(;usmﬂ Revenue
I uel Farm Revenue

(rl()und Il(mdlnw R(‘vcnuo

2016-17 | 2017-18 | 2018-19 |
5349 5898
T 735 811 |
S P 664 |
| 17220 18081
. -1 59062 .___ 62016
- -] 89381 93850
_____ __4“__2§1|__1066m
-l 434 502
. 5380 623
-} 18931 2191,
-1 2024 2345
] | |
_7?__“3%ﬁ """
- . (— — ]
=i 0.63 0.71
IS . .
[2016 17 | 2017- 18} 2018- 19
-y 024 0.25 |
= 181); 2067
-l 2625] 2756
o4 481 5.76
ol 20% ) 20%
=1 096 | 115
L2l 218
S S N
R 15387 | 16992 |
— 231  2.60
] sa0s| er3s|
) -l 20% | 20%
- 10.81 12.87
R | J
201617 \2617i1; 1201819 |
- 2024 z;4ri
- 0.63 _ )711
- Bl _0965 11r:
< Sy 231 2.60 |
-] 108l . 1287]

]

2019 20 | 2020-21

645 6['_

888 |

65116 |
98513

578 |

7.15 |
2“18

T0.79 0

726
18985

68372
103170 |
S 1225

3%

7055 |
970
794
19934

1406
6.63 |
8.21 |

- 28.90 |
26.96

30.96 |

3%

0.88

201910 201021f

B () Z() 3»__
2344

2894

6. E)(J | -

20% |

223
7

18620 | 20374
290

18620

7610 |

15.22

0.27 |
26.57 |
3039

8.16

) 20 !
J137

1.63 |

227 |
7 1

3.24 |

8985
_20%

20%
17.97

2019-20 | ZOZO 21 |

2696‘

0. 79“

ZUHJ

1522

137 |

3096,

0.88 |
1.63 |
3.24 | I

17‘17




I X-ray fee revenue (Rs. Si)i)ni-)b'r aiveraft | 0.63 T Co7 079 I 0.88
Cescalated at 2% irom Aprit 2016) | i {_ = - |
| Total Acronautical Revenues i

Reven | 3555 4148| 4806, _ 5501

!
|
|
! 24| -
1
|
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10.1  KIAL proposes to collect User Development Fee (UD!) from passengers as a means of

mecting part of the revenuce gap.

16.2  UDIF has been computed considering the Aggregated Revenue Requirement and the
Acronautical Revenues computed as given above to be charged on Domestic and

International departing passengers.

Proposed Kannur International Airport is located near Calicut and Mangalore Airports.
Considering the task of attracting airlines and passengers to fly out of the new Kannur
Airport and generating a market for the airport, KiAL has a need to keep tarifl rates
competitive. To this end, KIAL proposes the following rates for UDF on Departing
Passengers for the first 2 years of operation (2017-18 and 2018-19).

. érlJI)l’ . I)om(‘slu _ - ' lnltmanonal ) |
01718 |Rs.t00 |Rss00 ]
! 2018-19° '; Rs.100 ~ Rss500

16.3  Considering the above rates, the estimated UDF collection is as given below. (Please note
that the projections have been made for 2019-20 and 2020-21 considering same UDF rates, for
the purposes of estimation. However as stated in Para 16.2 above ATP for 2019-20 and 2020-
21 will be submitted based on actual experience in first 2 years of Airport operations)
Cparticulars2016-17 | 2017- 17-18 | 2018- 191 2019-20 | 2020-21
' Depar lln" Domestic P:ls%(‘ﬂ”(“l? '—‘i : 0.007 0.008 | 0 0()9 L 0.010 :
Rate per domestic Passenger | -| 100 ___1(10'1- o100

Departing International -1 0.0735 0.0825 0.0925  0.1030 :
' Passenger ‘l | . | - !
" Rate per International I | 500 500|500 f 500
- Passenger | L ' I |
ol Collections | -| 3745| 4205] 475 5250,

16.4  Comparative analysis of ARR and collections proposed is as given below:

l’am(uhls - | 2016-17 : 2017-18 |
/\;jg,lcgj e Revenue | - 353.42
Requirement ) B | |

“Less: Acronautical ‘ - 35.551 41 48 48.06 | 55.61
Revenues as above J‘

2018-19 | 2019-20 | 2020-21

340.63 i 733034 | 321410

| U PN U | Bt |

25 |
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Particulars 2016-17 | 2017-18 | 2018-19 | 2019-20 = 2020-21 |
| Less: UDI Collections | 37.45 | 42.05 ‘ 4715 52.50
- proposed as above '
F Balance of ARR to be

_recovered/ Shortfall

|
| |
- 25710‘ 23513 | 213.30 |

I B S

280.42

ST b i PR,

16.5.  KIAL submits that the shortfall in collection be allowed to be carried forward for recovery
along with carrying cost in the next control period(s) where there is a higher passenger
traffic. While the projected shortfall in the years 2019-20 and 2020-21 have been computed
considering the revenue basis as explained above, KIAL would like to submit a revised ATP
for 2019-20 and 2020-21 based on the experience of actual scenario in 2017-18 and 2018-
19 after commencement of its operations.

26 |
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17.1

17.2
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KIAL is in the process of developing the Airport and the Project is underway. KIAL has not

yet firmed up detailed plan for allocation of space for Non-Aeronautical activitics and a

break-up of costs for Acro and Non-Acro activities.

Segregation of costs and expenses have been made in the following overall ratio betwecn

Acronautical and Non-Acronaulical services as 95% and 5%, considering the fact that

investments relating to Non-Acronautical services and Non-Aero related operating costs arce

not expected to be significant in the first control periods.

ARR computation and shortfall considering the above segregation is as given below:

Particulal S
| Average RAR
ngjhlod Aver c\go Cost of C aplld]
' Return on RAB _
. Operating Expenditure
l'axation
Pepreciation
: L.ess: Non-Acronautical ]\ovcnll(‘s
Aggregate Revenue
- Requirement
. Acronautical € hdl ges estlmdte(l
UDI C_sll_l_ﬂd_l(.d_
Shortfall

[ 2

16 17 1 2017-18

| 2018-19 | 2019-20 | 2010 21|

* 1543.03 146443 | 138579 1;071@
-1 13. 294%] 13.294% | 13.294% | 13.294%
720543 | 19467 | 18122 17377,
- 3558, |40 0()1 4659 54.06
-1 3142, 2863, 2687 2614
i 78.63 ! 78.63|  78.631 7863
(5.36) | (6A1)  _(7.67);  (9.14)

-1 34542 33560 32864 32347
} 3555 4148 4806 5561
-1 3745 T 4205|4715 525 50
| 27242 | 252.06| 328.64 323.47
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ALRA - Airport Economic Regulatory Authority
AQD - Airport Opening Date

ARR - Aggregate Revenue Requirement

Bob - Board of Directors

BPCL - Bharat Petroleum (]brporation Limited
FRoR - Fair Rate ol Return

Gol- Government of India

(oK - Government of Kerala

KIAL - Kannur International Airport Limited
KIA - Kannur International Airport

KSBCL - Kerala State Beverage Corporation Limited
MA'T - Minimum Alternate Tax

MOCA -Ministry of Civil Aviation

NAR - Non-Acronautical Revenue

RBE - Regulatory Building Blocks

UDE - User Development [Fund

28 |
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