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Ref: AERAIFinan ceI2017-18 /07 

To
 
The Secretary,
 
Airports Economic Regulatory Authority of India
 
AERA Buil ding , Administrative Complex ,
 
Safdarj ung Airport , New Delhi ·110003.
 

Subject: BIAL submission to AERA Consultation Paper No.0912017-18 dated 19th 
June 2017 

Dear Madam , 

AERA issued a Consultation paper No.0912017-18 dated 19l h June 2017 in the matter of 
determinati on of useful life of Airport Assets. AERA has invited comments in relation 
to proposal No.1 regarding Useful li ves. 

Please f ind herewith 8IAL's response to AERA on the specif ic points for needful 
considerat ion at your end. 

Thanking You.
 
Yours faithfully,
 

For Bangalore International Airport Limited 

Bhaskar B
 
Senior Director - Finance & Support Services
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Replies to Consultation paper No. 09/2017-18 In the matter of Determination of Useful life of 

Airport Assets. 

1.	 The authority has proposed to determine useful lives for key airport assets under Part B of 

Schedule II to Companies Act, 2013 In Part I and Part II of Annexure 5 of Consultation Paper 

No. 09/2017-18. 

2.	 The authority vide 3.1.6 ~ I.c. proposes that written down value of asset as on date of effect 

shall be depreciated over the remaining useful life of asset. 

BIAL's observation in this regard are as follows : 

i)	 In cases where the useful life of assets based on proposed useful lives is already 

completed, ent ire written down value needs to be depreciated in one year. This 

depreciation would be over and above normal depreciation which needs to be 

charged off to Profit and Loss Statement. 

ii]	 We request the Authorities to consider such one-time depreciation impact in 

MYTP submissions already done by BIAL. 

3.	 The authority VIde Part II (Airport Specific Assets) of Annexure 5 proposed useful life of 

Runway and Taxiway as 30 years :

BIAL's observation in this regard are as fOllows :

i)	 We would like to draw attention to rCAI 's presentation in Annexu re 2 with regard to 

"Analysts of Individual Assets - Runway, Taxiway and Apron" wherein ICAI has 

rightfully noted that BIAL Concession Agreement has design and life specified as 20 

years for Runway and Taxiway. 

il)	 We believe that design and cost of Runway and Taxiway had been done to cater to 

the life in line with the Concession Agreement and accordingly SIAL had been 

Iollowing the same life till now. 

iii)	 The proposal now considers the life of Runway and Taxiway as 30 years . We believe 

that when Concession Agreement specify the life as 20 years, changing the life of the 

asset to 30 years for the purpose of streamlining across all airports would be unjust. 

iv]	 We request the Authorities to consider the life of Runway and Taxiway as 20 years 

specifically for BIAL in line with the Concession Agreement. 

Copy of design Specifications and extract of Concession Agreement is attached for 

your reference. 

4.	 The authority vide Part I of Annexure S proposed useful life of " M ain access Roads in 

Operational Boundary Wall " as 5/10 years. 
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INTERIWITIONAL 
AIRPORT 
BENGALURU SIAL's observation in this regard are as follows :

i)	 The authority has proposed useful life only for Roads within Boundary wall. We 

would like to bring to your kind attention that generally approach roads to Airport 

outside the operational Boundary Wall is also built by Airport operators. There is no 

mention of such Roads in this Annexure 5. 

Ii}	 In case of BIAL, as the Government was not able to make ready proper connectivity 

to Airport, SIAL has built at its own cost a Trumpet Flyover on National Highway to 

connect to the Airport, which is in th e nature of "Bridges " . As per the draft 

agreement in place, the term of the Trumpet Flyover is for a period of after 20 years. 

Hence SIAL is depreciating the same with life of 20 years . 

iii)	 Hence, we request the authorities to propose useful life of 20 years for Trumpet 

Flyover, which Is specific to BIAL. 

5.	 The authority vide Part I of Annexure 5 proposed for No depreciatron on Commercial 

Buildings since it is not part of RAB. 

BIAL's observation in this regard are as follows : 

i)	 Upon issuance of useful lives by Authority, Airport Operator's will be obliged to 

follow depreciation rates as per the Authority's order and no other rat es will be 

allowed . 

rl]	 Commercial buildings being capital expenditure in nature needs to be depreciated 

over the useful life of the asset. It may be excluded by authority in tariff 

determination as It is not Part of RAB. However, commercial buildings also have a 

definite useful life and it cannot remain in books of account for ever . 

iii)	 Hence, we request the Authorities to that in case of Non-RAB assets, depreciation 

policy of the company should be allowed to be adopted. 

6.	 The authority vide Part I of Annexure 5 proposed for 30/ 60 years useful life for Terminal 

Buildings/ Utility Buildings / other buildings. 

BIAL's observations in this regard are as follows : 

i)	 We would like to draw reference to para 2.2.5 of consultation paper, wherein under 

Part C - Build ings and Roads, The Companies Act 2013 rates for different types of 

bui ldings has been specified such as RCC frame structure/ other than RCC frame 

st ructure/ factory buildings etc. 

u) In the final rates proposed und er Annexure 5- the useful lives has been specified as 

30/60 years . 
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iii) As the Terminal building, even though having an RCC frame structure, because of 

24 X 7 usage for 365 days and due to higher wear and tear, we request the 

Authorities to consider the Terminal Buildings to be equated to Factory Building 

with life of 30 years in line with Companies Act 2013 . 

INTERf\!ATIONAL 
AIRPORT 
BENGALURU 

7. The authority vid e Part I of Annexure S proposed to treat Land Development Cost as a 

separate Asset Category to be amortized over the period of balance lease period (with 

Origina I lease to be considered as minimum 60 years). 

BIAL's observation in this regard are as follows: -

i) Land Development Cost is not a separate identifiable asset. It is a stage of 

construction within the overall asset construction activity. When the building/ 

runway/ other asset standing on such developed land is fully depreciated within 30/ 

20 years and needs replacement, carrying only the land development cost in the 

books till the end of the lease period would not be justified . 

Ii) More so, in case of SIAL for the existing assets, the bifurcation of land development 

cost was not available, since the same was not a requirement under the erstwhile 

Companies Act, 1956. 

iii) Hence, we request the authorities to consider to treat this as part of the asset with 

which this activity is associated such as buildlngs/ runway / taxiway etc ., and 

thereby no separate asset category to be Introduced. 

8. The Authority has proposed useful life of Intangible Assets such as software as 5 years. 

81AL'S submission in this regard is as follows : 

J) BIAL has treated certain intangible expenditures incurred in connection with drafting 

of Concession Agreements and amortizing the same over the concession period . 

There IS no mention of such other intangible assets in Annexure S. 

li) Request the authoritIes to Include these expenditures as this is specific to BIAL. 

9. The Authority has proposed useful life of Key Airport Assets under Part B of Schedule II to 

Companies Act 2013 in Annexure V. 

SIAL's submission in this regard is as follows: 

I) We understand that due care has been taken to include all possible assets under 

Annexure 5 Part I & II. However, we feel that there might be assets which does not 

fit into any of the Asset Categories for which useful life is proposed by Authority . 
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INTERNATIONAL 
ii]	 Even though mentioned under para 3.1.6 (l.e) of the consultation paper, we AIRPORT 

8ENGALURUrequest the Authority include a specific clause In Annexure V that "for any other 

assets not specified in the list, the operators can adopt useful livesl rates specified 

in Part C of Schedule II of The Companies Act 2013 or useful lives determined 

based on technical evaluation. 

10. The Authority also proposes to make the amendment effective 1 April 2016 

BIAL's submi ssion in this regard is as follows : 

i)	 Many of the Airport Opera tors including BIAL had completed their audit for the
 

financial year ended 31 '1March 2017 under th e new Indian Account ing Standard and
 

got the accounts adopted by the respective Board .
 

ii)	 Any amendment of useful lives with retrospective effect, would require the accounts
 

to be recasted as per the new IND ASstandard.
 

iii)	 Hence, we request the Authorities to make and notify the amendments effective 1
 

April 2017 so that necessary adjustments could be made in the current financial
 

year 2017-18.
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1.1.10 RUNWAY 

The runway It designed 10 accept B 747 nircnf't and the lCAO aerodrome referenco cod. is 4E. 

The characteristics of the runwllY spedficatlon are: 

80 

o Runway width 

60:n 

80 

RlIn=y sidp ",'.dth 300.., 

~toP-W~Y6 nt cacc threshold GOm x!iO=, 

o Runwny o::ienlnuon 09(21 

Dsability !ilcloc >9~% 

o '::.'u.'"tIing circle at l).Jend , 

Th e longltudinal and transverse profile, slope changer, sig!H distance; dlstance between BJ0?e ch~:ig~ pP.VertlC"J~ 

lU:lWU£S, 8lgrmge and surface nc..illllCY lilt: dcsig;ieQ in accordancewi:h the SlfUlwds and Ilecommeaded . 

practices stipulated in lCA 0 "\Me>: H . !b_e_desigc are foe the flexIble \Xlvc=ent is 20 'f!'1.cs", 

1.1.11 TAXIW;"YS 

The cbu.eterlstkll of the tu:ciway Bpeciflca.tion ll.!: : 

width 25m (code F) 

o Wlrlth of tllxiwnyplus sboulder 45m
 

SepnClol:i6o dlstaacc between the centre line of runway and t~y 190m
 

• ~:uiwny centre line eo tlU'-iWllY centre line 97.50::1 

• . pavement type Oexible 

• PeN 80 

The longitudinal :llld ~iNen;e ~ofile, slope changes, sight dlstance,djatall~ be/~e.en slope ch.nge~, pav=t 

marldags, sigange and surface acx:uracy shall be In accordance with tho Stllodatrls and Recommended Practices 

stipulatedIn lGAO Annel< 14:The design tife for the flc:r:iblc rmr=t j~ 20 yearS; 

1.1.12 APRON. 

Tbe dlmcasioa of the concrete apron It 611ro xlB1.5n~ . 'Ibl! nproa can accommodate 13 code C :UrCIllft or 

7 Code DIE lllrcmft. Isolation baywill be dcsia:"ed for B-747 and coastrocted in the first phase: The 

[1 9.v~ent type Isrigid. The PeN Is BO and the design life k. :~:O.Jcirs. Jne width of the apron service road 
shall be 10m. 

The lcngirudioal and transverse profile, slope changes; tJllht diitllncc;·dlsto.nce between slope changes, 

pavement mJUkioJ:1iJ s1gn3jle Allod surface B=CY shall be in accordance witb the Standards and 

Recommended Practices stipulated in lCAO Annex 14. 


