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IN THE MATTER OF THE DETERMINATION OF AERONAUTICAL TARIFF FOR
BHUBANESWAR INTERNATIONAL AIRPORT (BBI), FOR THE SECOND CONTROL
PERIOD (01.04.2023 - 31.03.2028).

The Airports Economic Regulatory Authority (AERA), in the exercise of powers
conferred on it by Section 13(1) of the Airports Economic Regulatory Authority of India Act,
2008, has determined the Aeronautical Tariff in respect of Bhubaneswar International Airport
(BBIl)for second control period (01.04.2023 to 31.03.2028) vide order no 35/2023-24 dated
22.02.2024. These charges shall be effective from 01.04.2024 in the manner as prescribed by

AERA. The copy of the above order is enclosed herewith.
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INTRODUCTION

1 INTRODUCTION

1.1 Background

1.1.1 Biju Patnaik International Airport (*Bhubaneswar International Airport’ or ‘BIA’), operated by Airports
Authority of India, is currently the [7" busiest Airport' in India by passengers handled and 14 busiest
Airport' by air traffic movements. The Airport had received intemational airport status in October 2013.

The total land area of BIA is 854.39 acres. Out of this, the total area of the integrated Terminal
Building is 31,737 Sq.m, which handles both domestic and international operations. The Airport has
the capacity to handle 550 passengers (domestic and international) at Armival and 550 passengers
(domestic and international) at Departure during peak hours. The length of the Runway is 2,744 meters.
The Airport has ten taxi tracks and three apron bays.

Bhubaneswar International Airport was declared as a “Major Airport” as per section 2(i) AERA Act,
2008, based on the actual passenger traffic throughput (i.¢., in excess of one and half million) in FY
2015-16.

As per the AERA Act, 2008 read with AERA (Amendment) Act 2019 and 2021, a “*Major Airport”
means any airport which has or is designated to have, passenger throughput in excess of 3.5 MPPA
or any other airport or any other group of airports as the Central Government may by notification,
specify as such. Bhubaneswar International Airport is a Major Airport, which has a designated
capacity of 4.4 MPPA. The total passenger traffic for FY 2022-23 was 3.62 MPPA, out of which
99% comprised of domestic passengers.

The-Authority determined tariff for the First Control Period (starting from FY 2018-19 to FY 2022-
23) vide Order Number 46/ 2018-19 dated March 08, 2019. Further, the Authority vide Order No.
26/ 2020-21 dated July 9, 2020 had revised the landing charges of BIA with effect from July 15, 2020, in
lieu of abolition of Fuel Throughput charges.
Profile of Bhubaneswar International Airport
Technical and Terminal Building details of Bhubaneswar International Airport submitted by the Airport
Operator are provided in the table below:

Table I: Technical and Terminal Building details of BIA submitted by AATl

Particulars | Details

Pt 8

Total airport land area | 854.3% acres
Total area of Terminal Building | 31,737 sqm
Car Parkingarea | TI-13.035sqm
| T2- 5,023 sqm

' Designated Capacity 4.4 MPPA

Runway orientation and length Runway 14/32, length: 2.744 m

| A|.:rcﬂm | 03 nos. stands

| Taxiway 10 Nos.- A, B,C,D,E,F,G,J,K, L
e -~ -

i Boarding/ Aero Bridges 04 nos.

e —— :
' As per data on top 50 busiest airports for FY 2022-23, publithed 554147

———

-
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INTRODUCTION

1.3 Cargo Facility, Ground Handling and Supply of Fuel to Aircraft (CGF)

Cargo Facility

M/s AAI Cargo Logistics and Company Limited (AAICLAS) is a 100% subsidiary company of Airports
Authority of India {AAI), who provide Cargo Handling Services at Bhubaneswar International Airport.

AERA vide Order No. 37/ 2020-21 dated September 1, 2020 determined the tariffs for AAI Cargo
Logistics & Allied Service Company Limited for the First Control Period (FY 2019-20 to FY 2023-24)
and is valid up to March 31, 2024.

Ground Handling Services

Currently, there are two Service Providers viz., Indo Thai Bhubaneshwar Private Limited and Al Airport
Services Limited, who provide Ground Handling services at BIA.

AERA vide Order No. 23/2019-20 dated February 14, 2020 determined tariff for Ground Handling

Services for the Al Airport Services Ltd. for FY 2019-20 and FY 2020-21. The Authority from time to
time through various Orders had extended the applicability of existing tariff till March 31, 2024.

AERA vide Order No. 34/ 2023-24 dated January 25, 2024 determined tariff for Ground Handling
Services for Indo Thai Bhubaneshwar Private Limited for the First Control Period (FY 2024 to FY 2028).

Supply of Fuel to Aircraft

Oil Companies such as M/s IOCL, M/s BPCL, M/s HPCL and Reliance Industries Limited are providing
Aviation Fuel Facility at Bhubaneswar Airport.

Further, AAI has awarded contract of New Fuel facility System to M/s IMC Limited, Chennai,
India and allotted a piece of unpaved land measuring 20,234.00 Sqm. for Development, Operations and
Maintenance of ATF Management System under open access at Bhubaneswar Airport. The said agency
will carry out subject services through Special Purpose Vehicle (SPV) namely M/s AVR Aviation Fuel
Private Limited and had entered into an Agreement with AAI in June 2022,

7
T
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TARIFF DETERMINATION OF BHUBANESWAR INTERNATIONAL AIRPORT

2  TARIFF DETERMINATION OF BHUBANESWAR INTERNATIONAL AIRPORT

2.1 Introduction

2.1.1 AERA was established by the Government of India vide notification No. GSR 317(E) dated 12" May
2009. The functions of AERA, in respect of Major Airports, are specified in section 13(1) of The Airports
Economic Regulatory Authority of India Act, 2008 (‘AERA Act’ or ‘the Act’) which are as below:

a) To detcrmme the tariff for Aeronautical services taking into consideration —

i. the capital expenditure incurred and timely investment in the improvement of airport facilities.
ii. the service provided, its quality and other relevant factors
iii. the cost for improving efficiency.
iv. economic and viable operation of Major Airports

v. revenue received from services other than the Aeronautical services

vi, the concession offered by the Central Government in any agreement or memorandum of
understanding or otherwise; and

vii. any other factor which may be relevant for the purpose of this Act:

Provided that different tariff structures may be determined for different airports having regard to all
or any of the above considerations specified at sub-clauses (i) to (vii).

b) To determine the amount of the development fees in respect of Major Airports.

¢) To determine the amount of the passengers service fee levied under Rule 88 of the Aircraft Rules,
1937 made under the Aircraft Act, 1934,

d) To monitor the set performance standards relating to quality, continuity and reliability of service as
may be specified by the Central Government or any authority authorized by it in this behalf.

¢} To call for any such information as may be necessary to determine the tariff for Aeronautical services;
and

f) To perform such other functions relating to tariff, as may be entrusted to it by the Central Government
or as may be necessary to carry out the provisions of the Act.

2.1.2 The terms “aeronautical services™ and “Major Airports” are defined'in"Sections 2(a) and 2(i} of the Act,
respectively.

2.1.3 As per the AERA Act, 2008 the following are the Aeronautical services:

i. Aeronautical services provided by the airport operators.

ii. Carge Facility, Ground Handling and Supply of-Fuel to the Aircraft; and

iii. Air Navigation Services,

Tariff determination for Air Navigation Services is carried out by the Ministry of Civil Aviation (MoCA)
across all airports to maintain uniformity.

2.1.4 Detailed Guidelines laying down information requirements, periodicity and procedure for Tariff
determination have also been issued. The details of Orders and Guidelines issued in this behalf are as

T —

_’ S
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under:

i. Order No. 13 dated 12.01.2011 (Regulatory philosophy and approach in Economic Regulation of
Airport Operators) and Direction No. 5 dated 28.02.2011 (Terms and conditions for determination
of tariff for Airport Operators); and

it. Order No, 07/2016-17 dated 13.06.2016 (Normative Approach to Building Blocks in Economic
Regulation of Major Alrpons)

iii. Order No. 14/2016-17dated 23.01.2017 in the matter of aligning certain aspects of AERA’s
Regulatory Approach (Adoption of Regulatory Till} with the provisions of the National Civil
Aviation Policy — 2016 (NCAP-2016) approved by the Government of India.

iv. Order No. 35/2017-18 dated 12.01.2018 and Amendment No. 01 to Order No. 35/2017-18 dated
09.04.2018 in the matter of determination of useful life of Airport assets.

. Order No. 42/2018-19 dated 05.03.2019 (Determination of FRoR to be provided on the cost of Land
incurred by various Airport Operators in India).

2.1.5 AAIJ had submitted Multi Year Tariff Proposal (MY TP} for the First Control Period frem April 1, 2018,
till March 31, 2023. AERA vide its Order No. 46/2018-19 dated March 08, 2019, had determined tariffs
for Aeronautical services for Bhubaneswar International Airport for the First Control Period from April
1, 2018 to March 31, 2023. The Authority vide Order No. 26/ 2020-21 dated July 9, 2020 had revised the
landing charges of BIA with effect from July 15, 2020, in lieu of abolition of Fuel Throughput charges.

Further, AERA vide Order No. 41/ 2022-23 dated March 22,2023 had extended the levy of existing tariff
for a further period of 6 months (i.. up to September 30, 2023) and subsequently, vide Order No.
19/2023-24 dated September 20, 2023, had extended the levy of prevailing tariff for an additional period
of 6 months ending up to March 31, 2024.

o lssuance of Consultation paper | and receipt of Stakeholders' comments

2.2.1 As per provise to clause 3.1 of the Airport Guidelines, the Airport Operator(s) are required to submn to
the Authority for its consideration, a Multi-Year Tanff Proposal (MYTP) for the respective Control
Periods within the due date as specified by the Authority. AAI has submiiited its initial MYTP on May
17, 2023 for the Second Control Period commencing from FY 2023-24 to FY 2027-28 for BIA. Later, a
revised MYTP was submitted by AAI to AERA on August 11, 2023. The MYTP document is available
on the AERA’s website. Further, the date wise chronology of events is given in Table 2 below.

The Authority had appointed an Independent Consultant, M/s R. Subramanian and Company LLP to
assess the MYTP submitted by AAl for the Second Control period. Accordingly, M/s R. Subramanian
and Company LLP has assisted the Authority in examining the true up submission on AAT by comparing
the each regulatory building block with the Tariff Order for the First Control period, examined the MYTP
of AAI for the current Control Period, by verifying the data from vanious supporting documents submitted
by AAI such as audited financials, Fixed Asset Register (FAR), documentary evidence ot the process of
approval of Capital expensts, Operation and Maintenance expenses, examining the buildihg blocks in
tariff determination and ensuring that the treatment given to it is consistent with the Authority's
methodology, approach, etc.

The Authority obtained clarifications on the information shared by the AAl from time to time, to review
the appropriateness of the classification of assets, the reasonableness of the proposed Capital Expenditure,
Operation & Maintenance expenditure, for finalizing-this Tariff Order. The sequential timeline of the

ety

g e
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above events has been presented in the table below:

Table 2: MYTP Submission Timelines

N ihtes Event
May 17, 2023 Initial MY TP Submission by AAI
August 11, 2023 Revised MY TP submission by AAI

Clarificalions souglit on passenger capacity, CAPEX, Operation and
Maintenance expenses. Non-aeronautical revenue etc. of BLA =
October 27, 2023 Clarifications sought on CAPEX for true up and Current Control Period
Queries were floated regarding capitalisation of Terminal Building (T3) at
Bhubaneswar International Airport.
Navember 17, 2023 Information on proposed Tariff Rate card requested from AAl
Virtual meeting convened by AERA along with its Consultant, with the
November 21, 2023 Representatives of AAI for addressing the delay in the response for the queries
raised by AERA’s Consultant
Clarification obtained on debts obtained by AAl in the First Control Period,
| FRoR computation, CAPEX etc.

September 19, 2023

November 13, 2023

e —

December 11, 2023

2.2.3 AAI has informed that accounts of AAI are audited by the Comptroller and Auditor General of India
(‘CAG’} as mandated by the AAl Act. The CAG audits the financial records and statements of AAl
airports, regional and field offices. However, the CAG issues the final audit certificate for the AAl as a
whole and only Trial Balance is available for Bhubaneswar International Airport. The Authority has
examined the audited Trial Balance (FY 2019 to FY 2023) submitted by AAI for determination of tariff.

2.2.4 After examination of MY TP and other details submitted by AAI, the Authority issued Consultation Paper
No. 22/2023-24 dated January 5, 2024. Following the release of the Consultation Paper, the Authority
had convened a meeting of the stakeholders on January 16, 2024. The minutes of the meeting are available
on AERA's website.

2.2.5 The Authority also invited formal comments from all stakeholders on the issues and proposals presented
in its Consultation Paper No. 22/2023-24.

2.2.6 The following stakeholders have provided their comments on the Consultation Paper No. 22/2023-24:

i.  Airpoits Authority of India (AAl)
ii. Federation of Indian Airlines (FLA)
iii.  International Air Transport Association (IATA)

Table 3: Regulatory building blocks with names of Stakeholders who commented on each building
block

Component impacting tariff determination of the Second | Name of the Stakebolder who has
Control Period . provided comments

S0

A .

-Process of Tariff Determination FIA -

True up of the First Control Period FIA, IATA, AAT

Traffic for the Second Control Period FIA

Capital Expenditure, Depreciation and Regulatory Asset Base | FIA, AAI
for the Second Control Period

Fair Rate of Retum for the Second Control Penod i AAI FIA

|

1-|a.-|.

Inflation for the Second Control Period / /"“‘" "“\,i No comments
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Component impacting tariff determination of the Second | Name of the Stakeholder who has
Control Period i provided comments i

Operation and Maintenance Expenses for the Second Control | FTA, AAT
Period

Non-aeronautical revenue for the Second Control Period B

| Taxation for the Second Control Period No comments

: Qualit; of service for the Second Control Period IATA

_ ARR for the S;ca Control Period No commenis

: Aecronautical Revenue for the Second Control Period FIA, IATA, AAl
|

2.2.7 No inputs were received from Ministry of Civil Aviation (MoCA) as part of the consultation process.

2.2.8 The counter comments from AAI on the comments from other Stakeholders were received on February
13, 2024. Thus, the Stakeholders” Consultation process concluded on the receipt of counter comments on
February 13, 2024, The stakeholders’ comments and counter comments are available on AERA’s website.

229 The Authority has examined the various comments and observations of stakeholders along with
. submissions made by AAl to finalize its decisions pertaining t¢ various regulatory building blocks. based
on which this Tariff Ovder is being issued.

2.2.10 All the figures presented in this tariff order, have been rounded off up to two decimals. -

2.3 Construct of the Tariff Order
2.3.1  This Tariff Order has been developed/ constructed in the following sequence of Chapters:

i.  The background of the Authority’s tariff determination process is explained in this Chapter (Chapter
" 2) and in Chapter 3, wherein the framework for determination of tariff is discussed.

Chapter 4 lists out the submissions of AAI for true up of the First Control Period which ts from
FY 2018-19 to FY 2022-23. This is followed by the Authority’s examination of the same as set
out in Consultation Paper No, 22/2023-24 dated January 03, 2024. Thereafter, comments of AAI
and other stakeholders, responses of AAL on other stakeholders’ comments, Authority’s analysis
and final decisions are set out.

Chapter 5 discusses the submissions of AAI and the Authority’s examination regarding Traffic
Projections for the Second Control Period as set out in Consultation Paper No. 22/2023-24 dated
January 05, 2024. Thereafter, comments of AAI and other stakeholders, responses of AAl on other
stakeholders’ comments, Authority's analysis and final decisions are set out.

Chapter 6 discusses the submissions of. AAI regarding Capital Expenditure (CAPEX),
Depreciation and RAB for the Second Control Perjod along with the Authority’s detailed
examination, adjustments, rationalisation and proposals on the Aeronautical Capital Expenditure,
Depreciation and RAB for the Second Control Period as set out in Consuitation, Paper No.
22/2023-24 dated January 05, 2024, Thereafter, the comments of AAI and other stakeholders,
responses of AAI on other stakeholders’ comments, Authority's analysis and final decisions are
set out.

Chapter 7-12 includes the submissions of AAI regarding various building blocks pertaining to the

Second Control Period including Fair Rate of Retum, Inflation, Operation and Maintenance

Expenses, Non-aeronautical RE:‘_I:";'I.H(:_ Tixmian and Quality of Service along with Authority's
R 7

o~ S
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examination and proposals regarding the same as set out in Consultation Paper No. 22/2023-24
dated January 05, 2024. Thereafter, comments of AAT and other stakeholders, responses of AA[
on other stakeholders” comments, Authority's analysis and final decisions are set out.

Chapter 13 presents the Aggregate Revenue Requirement as determined by the Authority based
on the various proposals of the Authority and adjustments considered by the Authority for the
Second Contrql Period at the Consultation stage, This is followed by comments of AAI and other
stakeholders. Thereafter, the Authority's analysis and final decistons are set out.

Chapter 14 presents the Aeronautical Revenue decided by the Authority for Bhubaneswar
International Airport for the Second Control Peniod.

Chapter 15 summarises Authority's decisions on alf the matters relating to the tariff computations
and Chapter 16 is the Final Tariff Order issued by the Authority for the Second Control Period of
Bhubaneswar International Airport.

Chapter 17 contains Annexures:

*  Annexure I: Tariff Rate Card pertaining to Bhubaneswar Intemational Airport, for the Second
Control Period as approved by the Authority, effective from April 01, 2024 to March 31, 2028.
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3 FRAMEWORK FOR DETERMINATION OF TARIFF FOR BHUBANESWAR
" INTERNATIONAL AIRPORT

3.1 Methodology

3.1.1 The methodology adopted by the Authority to determine Aggregate Revenue Requirement (ARR) is
based on AERA Act, 2008 and the Airport Guidelines issued by AERA.

3.1.2 As per the guidelines, for the First Control Period, the Authority had adopted the Hybrid-Till mechanism
for tariff determination, wherein, only 30% of the Non-aeronautical revenue is to be used for cross-
subsidising the Aeronautical charges. The Authority has considered the same methodology in the true up
of the First Control Period and for tanff determination in the Second Control Period.

3.1.3 The ARR under hybrid till for the Control Period (ARR) shall be expressed as under:

ARR =X5_. ARR,
ARR, = (FRORx RAB) + D, + O, + T, - s x NAR,

Where,
*  tis the tariff year in the control period, ranging from 1 to 5
ARR, is the Aggregate Revenue Requirement for tariff year ‘t’
FRoR is the Fair Rate of Retum for the Control Perio;:l
RAB, is the Aeronautical Regulatory Asset Base for tariff year ‘t’
D, is the Depreciation corresponding to the Regulatory Asset Base for tariff year ‘t’
(O, is the Aeronautical Operation and Maintenance expenditure for the tariff year ‘t’
+ T is the Aeronautical taxation expense for the tariff year ‘t

+ s is the cross-subsidy factor for revenue front services other than Aeronautical services. Under the
Hybrid Till methodology followed by the Authority, s = 30%.

+ NAR: is the Non-aeronautical revenue in tariff year ‘t’.

3.1.4 Based on ARR, Yield per passenger (Y) is calculated as per the formula given below:

Yia1 PVIARR,)

oaa VE;

Yield per passenger(Y) =

Where, PV (ARR,} is the Present Value of ARR for all the tariff years. All cash-flows are assumed
to.occur at the end of the year. The Authority has considered discounting cash ﬂo_ws, one ygar from
the start of the Control Period.

»  VE, is the passenger traffic in year ‘t’,
3.1.5 All the figures presented in this Tariff Order, have been rounded off up to two decimals.

3.2 Control Period

3.2.1 Interms of Direction No. 5 issued on 28 February 2011, Control Period means “a period of five Tariff
Years during which the Multi Year Tariff Qrdtr and Tariff{s) as determined by the Authority pursuant
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to such order shall subsist™. The First Control Period for Bhubaneswar Intemational Airport commenced
from April 1, 2018 and the Second Control Period has commenced from April 1, 2023.

3.3 Revenues from Air Navigation Services (ANS) and Cargo

3.3.1 AAI provides Air Navigation Services (ANS) in addition to other Aeronautical services at Bhubaneswar
International Airport. AAI has submitted that the tariff proposal does not consider assets, expenses and
revenues on account of ANS. This tariff order discusses the determination of tariffs for Aeronautical
services at the airport excluding ANS, as tariff for ANS is presently regulated by the Ministry of Civil
Aviation for all the airports. Therefore, all the assets, expenses and revenues pertaining to ANS are
considered separately by the Ministry while determining tariff for ANS services. Further, the tariff for
ANS services is determined at the Central level by the Ministry of Civil Aviation to ensure uniformity
across all the Airports in the Country. Hence, AERA determines tariff for Aeronautical services of the
Airport Operator, by excluding the assets, expenses and revenues from ANS.

AAT has further submitted that all Cargo Operations have been transferred to AAl Cargo Logistics and
Allied Services (AAICLAS), a wholly owned subsidiary of AAI and the tariff proposal does not consider
expenditure and assets on account of cargo operations. AAI has considered a revenue share of 30% from
AAICLAS as part of the Aeronautical revenues as per AAl's internal agreement with AAICLAS.

This tariff order discusses the determination of tariff for Aeronautical services at Bhubaneswar
Intemational Airport excluding Cargo Operations. The tariff related to Cargo Operations of Bhubaneswar
International Airport will be determined separately since its operations are carried out by AAICLAS.

3.4 Stakeholders’ comments on the Framework for determination of tarifi for Bhubaneswar
International Airport

3.4.1 During the stakeholders’ consultation process, the Authority had received comments/views from
various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 22/
2023-24 with respect to Framework for determination of tariff for Bhubaneswar Internauonal Airport,
The comments made by the other stakeholders are presented below:

Other Stakeholders’ comments on the Framework for determination of tariff for
Bhubaneswar International Airport

342 FIA has commented the following:
Para 2. 1.3 and 3.3.1 af CP

It is submitted that as per section 2 of Airport Economic Regulatory Awthority of India Act, 2008
(AERA Act), under sub-section (a), “aeronautical services means any services provided -

(i)For navigation, surveillance and supportive communication thereto for air traffic management.”

It is submitted that considering the above provisions of the AERA Act, revenue from Air Navigation
Services should form part of aeronautical revenues and accordingly AERA should take into account the
corresponding yevenue and revise the rariff card.” s ‘ .

Para 3.1.2 of CP

“ft is observed that AERA have determined tariffs using the 30% Hybrid Till model including true ups,
as applicable.

FIA has advocated the application of Single Till model across the airports in India and submits that
AERA should adopt Single Till across all control periods, including by way of true up. In a
Shared/Hybrid till model, the airport opevatachias the incentive (o skew the asset base towards aero-
assels, thereby having a higher « r.r,rJrfun' hcr'. e o coletarion of return offered by the regulator.”
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3.5 AAI’s responses to other stakeholders’ comments on Framework for determmat]on of
tariff for Bhubaneswar International Airport

3.5.1  AAI has responded to FIA’s comments as under:

i.  "Air Navigation Services (ANS) are a separate segment of services provided by AAI in addition
to Airport Services. AAIl does not consider the assets, expenses and revenue pertaining to ANS
while submitting the tariff proposal to AERA for determining of tariff for Airport Services. The
ANS charges have been fixed by MoCA.”

As per National Civil Aviation Policy (NCAP)-2016 there should be uniformity and level playing
field across various operators, future rariffs at all airports will be calculated on a ‘hybrid till’
basis, uniess otherwise specified for any project being bid out in future. 30% of non-aeronautical
revemie will be used to cross subsidise aeronautical charges. In case the tariff in one particular
vear or contractual period turns out to be excessive, the same will be truing up and adjusted in
next comirol period by AERA.

AERA vide Order No. 14/2016-17 dated January 12, 2017 conveved thar to determine the fiture
tariffs using Hybrid Till Methodology in line with the policy of Governmert of India directed
Airport operator to submit the proposal on the lines of above said order. Accordingly, the
proposal has been submitted by using Hybrid Till Methodology based on the above said
directions of AERA.”

3.6 Authority’s analysis on Stakeholders’ comments regarding the Framework for
determination of tariff for Bhubaneswar International Airport ;

3.6.1 The Authority notes the comments of FIA regarding inclusion of Revenue from ANS and the response of
AAI The Authority is of the view that the tariff for ANS is presently regulated by the Ministry of Civil
Aviation for all the airports.

All the assets, expenses and revenues pertaining to ANS are considered separately by the Ministry while
determining tariff for ANS services. Further, the tariff for ANS services is determined by the Ministry of
Civil Aviation to ensure uniformity across the Airports in the Country. Hence, AERA determines tariff
for Aeronautical services of the Airport Operator, by excluding the assets, expenses-and revenues from
ANS.

The Authority has noted the comments of F1A regarding the regulatory till applicable for the Airport. The
determination of tatiff under Hybrid Till mechanism is as per the recommendation of the National Civil
Aviation Policy 2016 of Gol and the Tariff Guidelines issued vide AERA Order No. 14/2016-17 dated
January 12, 2017. The Authority provided detailed reasoning and adequately responded to the
stakeholders’ comments on the adoption of Hybrid Till while issuing its Order No. 14/ 2016-17 dated
January 12, 2017. The extract of the Order is provided as under:

“The Authority will in future determine the tariff of Major Airports under “Hybrid Till" wherein 30%

., Of non-aeronautical revenues will be used to cross-subsidize geronautical charges. Accordingly, to
that extent the Airport operator guidelines of the Authority shall be amended. The provisions of the
Guidelines issued by the Authority, other than regulatory Till, shall remain the same.”

Therefore, Hybrid Till methodology has been followed to determine the aeronautical tariff uniformly
* across all Ma_lor Airports.
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4 TRUE UP OF THE FIRST CONTROL PERIOD

4.1
International Airport

4.1.1

TRUE UP OF THE FIRST CONTROL PERIOD

First Control Period, as part of its MY TP submission for the Second Control Period:
Table 4: True up for First Control Period submirted by AAl :

AAD’s submission on .True up of the First Control Period for Bhubaneswar

AAT had submitted the shortfall of ¥ 455.42 Crores for Bhubaneswar International Airport for the

(T Crores)

Particulars.

FY
2018-19

FY
2019-20

FY
2020-21

FY
2021-22

FY
2022-23

Total Revenue from Regulated Services (a)

48.88

103.24 |

51.77

63.69

108.40

Revenue from services other than Regulated

Services (30% considered for Hybrid Till) (b} |

9.65 |

12.33 |

Operating Expenditure (c)

Depreciation (d)

8132 |

99.73

4.67

75.98

5.08

9.35

75.46

8l.44 |

12.31 |

12.77

13.95

15.10

15.00 |

Total Expenditure {c} + (d) = (e}

93.63 |

112.51

89.93 |

90.56 |

Regulatory operating Profit (a) + (b) - (&) = ()} |

(35.11)

3.06

Average RAB = (g}

109.14

116,34

(33.49) |_

120,17 |

2178 |

96,44 |
21.31

127.89 |

172.89

Return on Average RAB (g) *14% (h)

15.28

16.29

Return on Land (1)

16.82 |

17.90 | 2420

interest on Working Capital (j)

0.94

Tax @ 34.944% (FY 18-19) & 25.17% w.e.f.
FY 19-2¢ on (f) = (k)

{Excess)/Shortfall of True up Pre- Control
Period (1}

LE== -

106.17

ARR
[(e)Hh)Hir()+K)+HD]-(b} = (m)

206.38

116.47

102.08

103.70

111.29

639.91

(Excess)/Shortfall (m-a)

157.50

13.23

5031

40.00

2.89

263.94

Shortfall including Refurn @14_%.:

303.25

22.34

74.54

51.99

~3.30

ASSAL

4.2 Authority’s examination of True up of the First Control Period

4.2.1 The decisions taken at the time of determination of tariff for Aeronautical setvices for the First

Control Period vide Order No. 46/ 2018-19 dated March 08, 2019 had been reprodticed below:

Decision No:3b — Traffic Forecast: The Authority decides to true up the traffic volume (ATM
and Passengers) on the basis of actual traffic in First Control Period while determining tariff for
the Second Comntrol Period. B +

Decision No. 4a — Allocation of assets betweert Aeronautical and Non-Aeronautical: The Authority
decides the allocation of gross block of dssets as on 1" April 2016 between aeronautical and non-
aeronautical assets as detailed in Table 12.

Decision No. 5a - Initial RAB: The Authority decides to consider the initial regulatory asset base for
the first control period as INR 96.45 Crores in accordance with Table 13,

Decision No. 6a = CAPEX: The Authority decides to adopt the capital expenditures in accordance
with Table 18. e, %
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Decision No. 7b — Depreciation: The Authority decides the depreciation amounts as per Table
26 for the ' Control Period,

Decision No, 8a — RAB: The Authority decides to consider average RAB for the I Control Period
in respect of BBI Airpart as per Table 29.

Decision No. 9a — FRoR: The Aut}:omy decides to consider the F RoR at 14% for BBI Airport
Jor the 1" control period.

Decision No. 10a — Non-acronautical revenues: The Authority decides to consider Non-
aeronautical revenues for the 1'* Control Period in accordance with Table 35.

Decision No. 11a — O&M expenses: The Authority decides to consider O&M expenses as per
Table 46.

*  Decision No. 12a — Taxation: The Authority decides to consider the tax expense as per Table 51.

4.3 True up of Traffic

43.1 AAI had submitted Passenger Traffic and ATM for Bhubaneswar International Airport for the First
Control Period which is as follows:

Table 5: AAl's submission for True up of traffic for the First Control Period for Bhubaneswar
International Airport

Domestic

3.60

2.14

3.62

Intemational

.09

0.07

0.00

0.00

Total

Domestic

4.16

29,702

3.67

27,308

2.14

19,397

.62

30,714

International

688

623

91

20

31

Total

30,39

27,931

14,265

19,417

30,745

Authority’s examination and proposal regardmg true up of traffic of the First Control
Period at the Cnml‘tnl:l-un Stage: -

4.3.2 The traffic approvied by the Authority in the Tariff Order No. 46)‘ 2001 8-19 for the First Control Period
is shown in Table 6.

Table 6: Passenger Traffic ami Amapproved by the Authorny in the Tariff Order for First Control
. .. Period _. -

Domestic

International

Total

Ny
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Domestic

25912

29,799

TRUE UP OF THE FIRST CONTROL PERIOD

34,268

39,409

45,320

International

84|

1,135

1,533

2,669

2,794

41,478

48,113

Total 26,753 | 30,934 © 35,801

43.3 The Authority had taken cognizance of the facts as detailed below regarding the variation in the
passenger traffic and ATM for the First Control Period {(actual traffic vis-a-vis the projections approved
in the Tariff Order for the First Control Period):

i. Cyclone Pheni had hit the Bhubaneswar city in May 2019, which had caused significant damage to
the equipment at the Bhubaneswar Intemational Airport, thereby affecting the operations of the
Airport. e

ii. The adverse effects of the COVID-19 pandemic further amplified challenges in FY 2020-21. The
pandemic, starting in December 2019, led to the cancellation of numerous chartered flights from
January 2020 onwards, resulting in a noticeable decline in both domestic and international
passenger traffic.

iii. International Passenger traffic and ATM had significantly reduced during FY 2020-21 to FY 2022-
23 due to withdrawal of the subsidy to foreign airlines by the State Government.

Further, the Authority observed that the above subsuiy to Foreign Airlines had been reinstated by
the State Government from FY 2023-24,

The Authority verified the actual Passenger traffic and ATM (as per Table 3) for the First Control Period
based on the details available on AAT’s website and noted no variances,

Based on the above anzalysis, the Authority proposed to consider the actual traffic submitted by AAI for
the First Control Period, as shown in Table 5, in line with its decision no. 3b of the Tariff Order No. 46/
2018-19 dated March 08, 2019, which states “The duthority decides to true up the traffic volume
(ATM and Passengers) on the basis 6f actual traffic in the First Control Period while determining’
tariff for the Second Control Period.”

Stakeholders’ comments on true up of Traffic fo

No comments were réceived from the Stakeholders on Trmr np of ¥ral it for the First Control Period.

Authority’s analysis on stakeholders’ comments on true up':iﬁ ffic for the First Control
Period

The Authority notes that no comments were received from the Stakeholders regarding true up of traffic
for the First Controt Period. Hence, the Authority has decided 1o consider the traffic based on actuals
for true up of the Flrst Control Period, consistent with the pmp:ul made in the Consultanon Paper No.
22/ 2023-24. The traffic considered by the Authority for true up of the First Control Period has been
shown in Table 5.

44 True up of Capital Expenditure (CAPEX), Depreciation and RAB

44.1 The actual CAPEX submitted by AAI for true up of the First Control Period for Bhubaneswar
International Airport is as follows:

.
-
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Table 7: Capital additions for true up for the First Control Peviod submitied by AAI for Bhubaneswar
Imternational Aivport .

(T Crores}

Asset category

CAPEX
approved
by
AERA
t)

Actual CAPEX
incurred (2)

Variance

(2)-(D

Financing
Allowance
{included
in Actual
CAPEX)

A,

CAPEX incurred towards projects approved by AE

RA for First Control Period

Al

Building- Terminal

512.50

| (512.50)

A2

Runways / taxiway / Aprons

139.23

68.80

(70.43)

Al

Elcctrical Installations- Non-Solar

283.08

14.44

(268.64)

A4

Electrical Installarions- Solar

3114 |

0

(31.14)

A5

Other Buildings

31,99 |

285

(29.14)

Ab

Plant & Machinery

Tl

0.18

(25.54})

AT

Roads. Bridges & Culvers

543

(5.43)

AB

| CFT/ Fire Fighting Equipment

4.03

4.03

AS

| Vehicles

AlQ

[.21

(1.21)

| Other Vehicles

0.77

All

Fumiture & Fixtures-Trolley

0.61

(0.61)

Al2

X Ray Baggage System

15.10

Al3

Other Office Equipment

0.14

{0.14)

Ald

Tools & Equipment

| 0.14

3.69

5.55

Als

Office Fumilure

=

0.11%

Total Approved CAPEX (A}

1035.34

0.49

0.3%

112.35

(922.98)

Un

planned/ Unapproved CAPEX incurred by BIA during First Control Period

Bl

Runways / taxiway / Aprons

20.65

20.63

B2

Roads. Bridges & Culverts

4.38

4.38

B3

_Building- Terminal

10.93

10.93

B4

Building Residential

311

3.11

B5

Boundary Wall- Operational

0.72

0.72

Bo

3.61

3.61

B7

Plant & Machinery
Tools & Equipment

15.74

15.74

BE

Office Furniture

297 |

PR

B9

Onher Vehicles

§ [0.44

0.44

Electrical Installation- Non-Solar

15.69

5.69

| Other Office Equipment

0.52

(S

| F]'-'_urniturc & Fixtures- OTHER THAN TROLLEY

0.02

0.02

| Furniture & Fixtures- TROLLEY

0.55

0.55

X Ray Baggage System

082 |

0.82

1 ICE'_I':’ Firc Fighting Equipment

.65

1.65

Computer & Peripheral: End User Devices

0.08

0.08

Compuier Seftware

0.06

0.06

Computer & Peripheral: NETWORK & SERVER

0.15

0.15

Total Unapproved Capex (B)

72.09

72.09

1.65

Total CAPEX incurred (A+B)

103534

184.44

(850.89)

16.65

442 The CAPEX approved by the Authority in the Tariff Order for the First Control Period was ¥ 1,035.34

'-.
JLi
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Crores. Year- wise details of the CAPEX approved by the Authority have been provided as follows:

Table 8: Capital expenditure approved in the Tariff Order for the First Control Period

(T Crores)
FY FY FY . FY FY
e, (i ol 201819 | 201920 | 202021 | 2021-22 | 202223 | 'O
1 | Building- Terminal 0.50 - 51.02 460.98 512.50
2 | Runways / taxiway / Aprons - 62.15 77.09 139.23
3 | Electrical Tnstaliations- Non Solar 5.62 1.77 27.47 248.22 283.08
4 | Electrical Installations- Solar 31.14 - - 3114
5 | Other Buildings 31.99 2 | 31.99
6 | Plant & Machinery 2592 - . . . 25,72
7 | Roads, Bridges & Culverts 5.43 - 5.43
8 | CFT/ Fire Fighting Equipment 4.03 - 4.03
| 9| Vehicles 1.21 ; T 7 [T
10 | Furniture & Fixtures-Trolley 0.61 - : 0.61
11 | Other Office Equipment 0.14 . . . - | 0.14
12 | Tools & Equipment 0.14 -1 0.14
13 | Office Furniture - on . _ - -I 0t
| [ Total — 1 mar| 3694 140e4| -| 78629 1,054
4,43 The Authority noted a variance of ¥ 850.89 Crores between CAPEX approved in the Tariff Order for

the First Control Period and that incurred by AAI for the First Control Period, which has been detailed
asset-wise in Table 7.

444

Intemational Airport.

AAI had submitted the following depreciation for the First Control Period for Bhubaneswar

Table 9: Depreciation for the First Control Period submitted by AAI for Bhubaneswar International

Airport
{Z Crores)
fartiewans _gol::-lo ;oﬁgo &1 202(-22 205:23 L
Land - | = -
Leasehold Land - -
Runways 0.47 0.56 0.56 k.5 H 0.56 1.96 4.11
Taxiway | FEEE - %
Aprons | - . -
Road, Bridges & Culverts 241 228 248 265 1.22 11.03
| Building- Terminal LS5 L5280 1.74 a0 1.95 8.75
é:i ldilng — Temporary 8 % SR - - -~
Building — Residential 0.25 0.25 0.29 032 | 033 143
Security Fencing — - | X i
| Temporary el et O e P I ) | :
Boundary Wall -Operational . 0.66 0.41 043 0.33 | 0.33 2.16
Boundary Wall — Residential 0.55 0.48 0.48 0.48 | 0.48 2.46
Other Buildings-Unclassified - - -
SRS Reriph rals: 0.13 0.01 0.02 0.03 002| 021
END USER DVICES
Intangible Assets- Software 0.0l £k 0.01 0.01 0.01 0.05
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TRUE UP OF THE FIRST CONTROL PERIOD

gt zof:-w zoml‘:-zo zo::-zn ' 2(::-22 21}::23 ol
g‘g‘?&'&i‘ ;eggl;le\r;g; 0.01 0.01 0.01 0.01 002| - 006
' Plant & Machinery 0.57 0.64 0.66 0.67 03| 327
| Tools & Equipment I 0.39 0.80 X7l T RN Bk
| Office Furniture _: 009 019 035 049 0.50|  1.62
| Other Vehicles ! 032] * 009 0.14 0.16 018 039
| Vehicle- Cars & Jeeps ! - - - - ! - -
Electrical Installations | 31384 4.15 4.42 458 | 3.87 20.87
Solar power -Electrical Inst. - - - - - -
Other Office equipment | 0.22 0.20 0.22 0.1 | 0.10] 085
,f.‘lf[”;i;l“r;R%[ii‘{:""s'OTHER ' 0.11 0.12 0.10 0.10 003| o046
TR ' 0.15 0.18 0.18 _ R
| X Ray Baggage System 0.22‘_ f 9’2§. ) 0.35 0.81 | 1.27 293
CFT/Fire Fighting Equipment | 034 |  0.53 0.53 0.53 | 053] 245
TOTAL 12.31 1277 13.95 15.10 | 1500 | 69.13

Authority’s examination and proposal regarding ¢rue up of Capital expenditure (CAPEX),
Depreciation and RAB of the First Control Period at the Consultation Stage:

445 The Authority analyzed the variances between the approved CAPEX (as per the Tariff Order: for
the First Control Period) and the actual CAPEX incurred for the First Control Period (refer Table
7) and noted that AAI had not implemented 89.15% of the approved CAPEX. The major items of
variances have been presented asset-wise in the below paragraphs.

A. CAPEX incurred towards projects au]:nruw:l by AERA Tor First Conirol Period

Al and A3: Terminal Building (T3):

The Authority had approved capital expenditure of ¥ 795.58 Crores (out of which 64.41% was of
Civil works and 35.58% was of electrical works) towards Construction of Terminal Building in the
Tariff Order for the First Control Period for Bhubaneswar International Airport. However, the
Authority noted that AAI had not executed the above project, resulting in non-incurrence of CAPEX
by AAI on account of the following reasons;

i. AAIl vide its letter to AERA dated 11 August 2023 had submltted l];ut the Government of India
was considering leasing out Bhubaneswar International Alrport on PPP model. thereby, the
major CAPEX pertaining to construction of Terminal Building {approved costs of ¥ 795.58
Crores} was not initiated by AAI. Later, MoCA vide letter dated December 15, 2021 had
directed AAI to undertake the above-mentioned CAPEX towards construction of Terminal
Building. However, at that time, due to the adverse impact of COVID 19 pandemic on the
aviation sector, AAI had decided to re-estimate the traffic projections for BIA and therefore the
project on construction of Terminal Building was put on hold.

ii. AAI had awarded Project Management Consultancy (PMC) on February 1.5, 2019, however,
the Environment clearance was-awaited from Pollution Control Board, Odisha, Subsequently,
AAI had prepared a Detailed Project Report (DPR) on Terminal Building (which was submitted
to MoCA initially in December 2019 and subsequently, an updated report in December 2020)
and based on the same, cost of the project had been enhanced from ¥ 795.58 Crores to approx.
T 1,200 Crores. The approval from PIB was awaited, post which the project was proposed to be

b
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undertaken by AAl in the current Control Period.

Subsequently, the Aunthority noted that AAI had shified the construction of new Terminal
Building (T3} to the Third Control Period (refer para 6.3.6 (A3) (ii)).

In the background of the above facts, the Authority noted that the Capital project on
Construction of new Terminal Building at Bhubaneswar International Airport had been
proposed in the First Control Period by AAl and the same had now been shifted to the Third
Control Period. In view of the above proposed CAPEX for the First Control Period, there had
already been a substantial increase in the ARR, which had resulted in significant increase in the
Aeronautical tariffs. The Authority felt that such a practise was not in the interest of Airport
users as they started paying higher tariffs in anticipation of enhanced services at the airport
against the proposed capital expenditure, which was eventually shifted to the Third Control
period by the Airport Operator.

B. LUnplunned! Unapproved CAPEX incurred by Bhubaneswar International Airport doring
First Control Period
The Authority had sought clarification/ justification from AAI on the major items of unplanned/
unapproved CAPEX and the same have been detailed as follows:

A2 and B1: Runway/ Taxiway /Aprons: The Authority noted that T 89.45 Crores (out of which
planned CAPEX had been submitted by AAI as 368.80 Crores and unplanned CAPEX as
T 20.65) had been incurred by AAI towards Widening & Strengthening of Perimeter road,
Improvement of Drainage System, Engineering Construction services of Recarpeting of
Runway, Parallel Taxi Track, Rapid Exit Taxiway and Apron for parking of Aircraft, etc. This
project had been approved by AERA in the Tariff Order for the First Control Period for BIA.
Further, the Authority observed that although ¥ 20.65 Crores had been submitted by AAIl as
unapproved, it pertains to the same project which was approved in the First Control Period.
‘Therefore, the Authority proposed to consider the same for true up of the Capital expenditure
of the First Control Period.

B2: Roads, Bridges and Culverts: The Authority noted that CAPEX amounting to T 4.38
Crores had been incurred towards the Extension of Box Culvert up to Runway Strip and
Widening and Resurfacing of Roads of Residential Colony which was required for operational
requirements. Further, the same had been approved in the Tariff Order for the First Control
Period. Therefore, the Authority proposed to consider the same [mjfl-. True up of First Control
Period. 4

B3: Building Terminal: The Authority noted that AAI had claimed CAPEX amounting to
Z10.93 Crores (which included ¥ | Cr. of Financing allowance). The actual CAPEX amounting
39.93 Crores was incurred towards the followmg

i. Extension of Ground Support Equipment (GSE) Area To accommodat; the growing
number of ajrcrafts, an additional Apron was constructed for parking & Cede C aircraft, along
with an extended GSE area to park ramp equipment. The Apron was planned to make contact
bays to the new Terminal Building,T3. Although construction of T3 got postponed due to

‘COVID-19 pandemic and privatization proposals (as detajled in earlier paragraphs), the
increased aircraft movement during this period had necessitated the extension of the existing
GSE area, resulting in incurrence of X 1.53 crores. Based on the above factors, the Authority
proposed to consider this CAPEX for. trug up of the First Control Period.

ii. Rotunda Building & Fixed Finger: Through the DISHA project. AAI identified congestion

i

[ ] ¥
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in the Remote Security Hold Area/Bus Lounge due to increased traffic. As part of the project,
it was proposed to include two Passenger Boarding Bridges (PBBs) and also Rotunda
Buildings and Fixed Fingers as necessary infrastructure for PBB. This had resulted in
incurrence of ¥2.13 crore, as against ¥1.82cr approved in the Tariff Order of the First Control
Period. As it was an operational requirement, needed to address the congestion issue and
enhance airport services, the Authority considered the same to be reasonable.

iii. Canopy Civil Work: The Authority observed that there was absence of canopy/roofed areas
connecting Terminal | (T1) to the Vehicle Parking/Lane, thereby resulting in passenger
discomfort during inclement weather conditions. The above problem was identified as part of
the DISHA project and AAT had proposed the construction of a "Tensile Fabric Canopy” in
front of T1. The Authority found the capital expenditure of ¥ 2.89 Crores incurred in this
project as reasonable, as the same had been incurred to alleviate passenger inconvenience
during heavy rain and sunny days and therefore, proposed to consider the same for true up of
the First Control Period.

iv. Improvement of Terminal Building: The Authority noted CAPEX of 2 1.27 Crore had been
incuired by AAI towards implementation of minor additions and modifications, which were
suggested as part of the DISHA project. Additionally, various minor enhancements were
carried out to elevate customer satisfaction and to improve accessibility for Divyang
individuals within the Terminal Building. The Authority proposed to consider such CAPEX
as reasonable, as it collectively aimed to provide a more satisfactory experience for
passengers.

The Authority further noted that an amount of 2 2.11 Crores was incurred by AAI towards
Provision of Bird Chaser hut, Security Gate, extension of Substation Building B, and
Extension of Existing CASO Office ( for expansion of CISF at the airport for necessitating the
expansion of existing office), which the Authority found to be reasonable and therefore,
proposed to consider for True up of First Control Period,

B4: Residential Building: The Authority noted that capital expenditure of ¥ 3.11 Crores had
been incurred towards Residential Building and the same included vertical extension of CISF
Barracks amounting to ¥ 2.17 Crores, which was essential for Secunty purposes. Therefore, the
Authority proposed to consider the same for true up of the Capital expenditure of the First
Control Period.

A6 and B6: Plant and Machinery: The Authority noted that afmount of 2 3.78 Crores (which
included %3.61 Crores of Unplanned and % 0.18 Crores of Planrcd CAPEX) was incurred towards
Installation of Inline X Ray Baggage System, Water Depth Measuring Gauge, BDDS Equipment,
CCTV Cameras, Fire Proximity Suits, etc. The Authority further analysed that the CAPEX pertained
to essential, safety requlremems at the Airport and therefore proposed to consider the same for True
up of the First Control Period. 1

Ald and B7: Tools & Equipment: The Aulthority noted that the capital expenditure incurred
for tools and equipment included the following:

* Threat Containment Vessel amounting to X 8.69 Crores. As per AVSEC circular 13/2017,
‘Threat Containment Vessel needs to be provided at all Sensitive and Hypersensitive airports.
As Bhubaneswar is a Sensitive airport, the same had been incurred for ¥8.69 Cr., which the
Authority considered to be reasonable as compared with other similar airports.

Passenger Boarding Bridges and AVDGS amounting to ¥ 5.28 Crores.

— - e
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*+  CCTV cameras amounting to < 2.96 Crores.
*» CUTE & CUSS counters, Scanners and keyboards at a cost of ¥ 1.25 Crores.

= SITC of 124 ETD and DFMD, BMW Heavy Duty grass cutting machine, Cisco Modular
Router, Human Life Detectors amounting to ¥ 2.63 Crores.

As the above capital expenditure had been incurred for Security and/or operational
requirements, the Authority considered the same to be justifiable.

AlS and B8: Office Furniture: The Authority noted that the Office Furniture amounting to ¥ 3,46
Crores included LED Sign boards, LG TV, “May [ help you™ Counters. safety torch, Metal Shelving
Racks, Chairs, Desktops, Printers, etc. for the usage of Employees. The Authority considered the
assets necessary for the office usage and proposed to consider the same for the True up of First
Control Period.

‘ A3 and B10: Electrical Installation — Non Solar Power : The Authority noted that the electrical
installations amounting to T 20.13 Crores (out of which X 14.44 Crores pertained to planned CAPEX
| and T 5.69 Crores was Unplanned CAPEX ) had been incurred towards the following:

+ The Wind Direction Indicator, Airfield Ground Lighting System, replacement of apron flood
lights, led light fittings and Provision of AC units and Flag Mast, etc amounting to ¥ 3.11 Crores

» The shifting and rerouting of feeder power cables, 3KV A online ups with 30 m backup, electrical
work of borewell, Passenger Boarding Bridges Relaying/ Re-routing amounts to ¥ 3,49 Crores

* The amount of Z 3.57 Crores towards the electrical work for Rotunda Building, Server room of
T2, canopy and LT Panel for CCR Room, Trolley Mounted 62.5 KV A Silent DG Set,

» SITCof UV disinfection system for AC system, High mast for Isolation Bay, purchase of battery,
33 KV of substation allied works amounting to € 9.95 Crores

The Authority noted that the above CAPEX had been incurred for operational requirements at the
Airport and therefore proposed to consider the total electrical works amounting to  20.12 Crores as
the part of True up of First Control Period.

| A12 and B14: X-Ray Baggage System: The Authority noted that the capllal expenditure of
T 13.13 Crores had been incurred by AAI at Bhubaneswar International Airport, towards
purchase and installation of Inline X-Ray Baggage System, so as to reduce the congestion in the
Check-in area and improve the efficiency of Baggage Handling at” dle Departure arca. Based on

‘ the above factors, the Authority considered the capital expendltute to be justifiable.

|

Other minor projects: The Authority observed that there were minor projects that were
undertaken by AAI with respect to improvement of boundary wall, trolley, vehicles, Computer
software, network and servers, which the Authority found to be reasonable and proposed to
consider for true up of the First Control Périgd. 3

Upon analysis of each of the above capital expéndi_ture,athe Authority was of the view that most of
these expenses were incurred at Bhubaneswar International Airport either for Passenger facilitation
or Security purposes to improve operational needs and mitigate threats. Therefore, the Authority
proposed to consider the same for true up of the capital expenditure of the First Control Period.

4.4.6 The Authority noted that the AOQ had apportioned the common assets Wwithin the Terminal Building in
the ratio of 92.47:7.53. The Authority had considered the ratio of 92:8 for apportionment of common
assets within the Terminal Building (Aeronautical: Non-aeronautical), in line with the optimum Non-
aeronautical area allocation of 8%-12% as recommended by IMG norms (for airports having passenger
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traffic of less than 10 MPPA) and that approved by AERA for other similar airports.

44.7 The Authonty noted that Bhubaneswar International Airport had claimed Financing allowance of 2 16.65
Crores in the MYTP submitted for the true up of First Control Period. However, at the time of
submission of the MYTP for First Control Period, such Financing allowance was neither proposed by
Bhubaneswar International Airport nor approved by the Authority in the Tariff Order for the First Control
Period. Even though, considering the nature of Bhubaneswar International Airport,as brownfield airport,
the issue of Financing allowance did not arise at all. However, the Authority had examined AAI's claim
towards Financing Allowance and had the following views:

I » The Authority considered that providing return on capital expenditure from the very beginning of
construction will significantly lower the risks for an airport operator and may require revisiting the
| return on equity allowed to airport operators as the investment in the asset class will then be equated
to risk free rate of return.

*  Further, provision of Financing Allowance will disincentivize the Airport Operators from ensuring
timely completion of projects and delivery of services to the users. Therefore, the Authority is of the
view that a retumn should be provided only when the assets are made availabie to the airport users
except in the case of certain costs like IDC that will have to be incurred in case debt is used for
funding of projects.

| *  Furthermore, the future returns from the project should generate adequate returns to cover the cost
of equity during the construction stage. The AQ was adequately compensated for the risks associated
with the equity investments in a construction project once the project is capitalized by means of a
‘ reasonable cost of equity. j

* Developments at greenfield airports inherently take longer durations to commission and
operationalize. Thus, airport operators would have to wait for a considerable duration before getting
| returns on large capital projects. Keeping this in view, the Authority had earlier provisioned for
i financing allowance in initial stages to such airports. It may be further noted that the Authority had
' never provided financing allowance in the case of brownfield airports and any airport of AAl, in its
| any of the Tariff Orders. Further, financing allowance for greenfield airports of BIAL, HIAL, CIAL
: etc. was allowed only for the initial stages of their development, after which IDC was permitted on
I the debt portion of the proposed capital expenditure.
|

+ It was pertinent to note that in case of a greenfield airport, investment in regulatory blocks by the

| Airport Operator would not make the airport facilities available to the passengers. Brownfield and

| Greenfield airpart= can’t be equated on this issue. In greenfield aifports. the tariff was not applicable
and no revenue was available to the Airport Operator till the acronautical services had been created
and put to use. However, in the case of brownfield airports, in a scenario where the AO brings in
additional investments, the airport facilities are mobilized and ¢nabled to other functional parts of

_ the aimport, which remains functional and the AQ keeps on enjoying the charges from the users, In
the case of BIA, since new projects had included mobilization of existing operations, the said Airport
was ought to be considered as a brownfield airport, which would not be eligible for Financing
Allowance on the equity portion of newly funded capital projects.

* Financing Allowance is a notional allowance and different from interest during construction.
Therefore, the provision of Financing Allowance on the entire capital work in progress would lead
to a ditference between the projected capitalization and actual cost incurred, especially when the
Airport Operator funded the projects through a mix of equity and debt. Further, the Authority opines
that only IDC should be provided on the debt borrowings availed for execution of a project.
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Therefore, based on the above analysis, the Authority proposed not to altow the Financing allowance of
T 16.65 Crores claimed by AAI for the First Control Peridd.

Also, the Authority noted that AAI had availed debts amounting to % 15.23 Cr. during the First Control
period (from FY 2020-21 to FY 2022-23}), as shown by AAI in the Financial Model in MS-Excel
spreadsheet submitted to AERA on August 11, 2023 and confirmed vide email dated December 13, 2023.
Further, AAI vide email dated December 15, 2023 had confirmed that the interest on debt had already been
capitalized in the Books of Account and the same had been claimed in the MYTP for true up of the First
Control Period.

4.4.8 Based on the above factors, the difference of  16.65 Crores was solely due to disallowance of Financing
Allowance as explained in para 4.4.7. Therefore, the Authority proposed to consider the actual CAPEX
amounting to T 167.80 Crores (after excluding Financing allowance of ¥ 16.65 Crores) for the purpose of
true up for the First Control Period. The same is detailed as follows:

Table 10: Capital additions proposed by the Authority for True up of the First Controi Period at the
Consultation Stage

(% Crores)
S. K b A FY FY FY
No P eMepory 201819, | 201957 | 202021 | 202122 | 202223 | "o
A. CAPEX incurred towards projects approved by AERA for First Control Period ;
1 | Runways /taxiway / Aprons 54.77 | 54.77
3 Electrical Installations- Non- 511 53] 0.22 ) 948 YR1
Solar i z
3 | Other Buildings | 2.85 2.85
4 | Plant & Machinery | 0.18 0.18
5 | CFT/Fire Fighting Equipment |  4.03 - - - - 4.03
6 | Other Vehicles | . 0.14 0.33 . 0.30 0.77
7 | X Ray Baggage System { . 1.98 . 12.45 = | 14.43
8 | Tools & Equipment | 0.25 .16 - 5.28 : 5.69
9 | Office Furniture == o e -l 048] o001 - 0.49

Total Approved CAPEX (A) |  6.39 | 459 |  1.03| 17.74| 6158 | 97.32
B. Unplanned/ Unapproved CAPEX incurred by Bhubaneswar International Airport during First

Control Period
i0 | Building- Terminal .32 - 7.81 - .80 9,93
11 | Building- Residential | 0.19 . 2717 - 0.75 3.11
12_| Runways /axiway / Aprons __ |___5.62 : e Bl 1503 2065
13 | Boundary Wall — Operational | - .72 - - - 0.72
g e 0.99 113 3.09 0.01 047 | 569
15 | Electrical Installations- Solar - Sl : : - 5
16 | Other Building- | = -
17 | Plant & Machinery v 10 i1.48 0.66 | - 0.22 125 [ - 3.61
18 | Roads, Bridges & Culverts - - 3.50 - 0.27 3.77
19 | CFT/ Fire Fighting Equipment .65 =-1. - - - 1.65
20 | Vehicles - - | - - - -
_21 | Othef Vehicles = 037} 007 e e _ =] 044
22 | Fumiture & Fixtures-Trolley |  0.55 =1 - | =| 055
23 | X Ray Baggage -System : o i =4 . 0.68 ] 0.14 0.82
24 | Other Office Equipment £t 018 020 0.13 | = 0.01 0.52
25 | Tools & Equipment 10.29 . 1.47 | 3.65 0.27 0.06 15.74
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" Asset category

FY FY {_ KY FY A

2018-19 | 2019-20 [ 2020-21 | 2021-22
Office Furniture 1.23 0.19 | 1.52 0.03 297

Computel: & Peripheral: End 0.06 0.02 - J 0.08
User Devices i L

| Computer Software | 05 = ____{_}01 5 0.06
Computer & Peripheral: 3
NETWORK & SERVER G e ] U R

Total Unapproved Capex (B) 23.55 488 | 2197 5 18.85 | 70.46
Total CAPEX incurred (A+B) 29.95 9.48 22.99 86.44 | 167.80

449 The Authority proposed to consider CAPEX of ¥ 167.80 crores (which only excluded Financing
Allowance of ¥ 16.65 Cr,) as against CAPEX of ¥ 184.44 Crores claimed by AAI for True up of the
First Control Period. The CAPEX considered by the Authority for true up of the First Control Period
{2 167.80 Cr.) also included unapproved CAPEX of  70.42 Crores, as the Authority noted that the same
was incurred by AAI for Bhubaneswar International Airport for passenger facilitation and/ or security
purposes and/ or operational needs and/ or mitigate security related threats.

True up of Depreciation for the First Control Period

4.4.10 The Authority noted that while submitting the True up for the First Control Period, AAl had taken
cognizance of the rates of depreciation as per Order No. 35/ 2017-18 dated January 12, 2018 read with
Amendment No. 01 to Order No. 35 on ‘Determination of Useful Life on Airport Assets’). Accordingly,
the rates of depreciation approved by AERA had been applied by AAI from FY 2018-19 onwards.

4.4.11 The Authority noted that AAI had depreciated assets @ 50% of depreciation rates in the year of
capitalization of assets. However, the Authority proposed to consider the depreciation based on the date
of capitalization of the asset and compute the depreciation charge accordingly, instead of considering
50% of the depreciation rates in the year of capitalization of the assets.

Based on the above factors, the Authority had recomputed the depreciation as ¥ 69:57 Crores and the
same is presented below:

Table 11: Depreciation proposed by the Authority for True up of the First Control Period at the
Consultation Stage ‘

= {Z Crores)
A .
| Land - | "1 | = -

Leasehold Land
Runways

i Taxiway

Aprons ]
Road, Bridges'& Culverts * |/
Building- Terminal

Building - Temporary

Building - Residential

Security Fencing - Temporary

Boundary Wall -Operational
Boundary Wall - Residential 0.35

[t

Other Buildings-Unclassified £t i

JE | /
beed e . :
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TRUE UP OF THE FIRST CONTROL PERIOD

e | 201519 | 201920 | zezont | zeniaz | ez | T
Computer & Peripherals: i

END USER DVICES 0.09 0.04 0.03 0.03 002 © 021
Intangible Assets- Sofiware 0.01 0.01 0.01 0.01 o] 40.05
Computer & Peripherals: »

NETWORK & SERVER 0.01 0.00 0.01 0.0l 0.02 0.06
Plant & Machinery 0.63 0.68 0.72 0.73 0.81 3.57
Tools & Equipment o 0.29 0.82 0.89 1.23 1.47 4.69
Office Furniture 0.15 0.18 0.30 0.49 0.50 1.62
Other Vehicles 0.07 0.06 0.12 0.16 0.18 0.58
Vehicle- Cars & Jeeps " " . - - -
Electrical Installations 4.13 428 4.67 425 3.07 20.40
Solar power -Electrical Inst. E = ; . - -
Other Office equipment .21 0.19 » 021 0.16 0.10 0.88
Fumiture & Fixtures-OTHER

THAN TROLLY 0.12 0.10 0,09 0.09 0.04 0.44
Furniture & Fixtures-

TROLLY 0.15 0.18 0.18 0.09 . 0.60
X Ray Bapgage System 0.21 0.34 0.34 0.54 122 2.65
CFT/Fire Fighting Equipment 0.50 0.60 049 0.49 0.49 2.57
TOTAL 12.64 13.35 13.98 14.67 14.94 69.57

Note: Variance in the depreciation proposed by the Authority (¥ 69.57 Crores) and that claimed by
AAI (% 69.13 Crores) was on account of following factois:

1. Disallowange of Financing Allowance of ¥ 16.65 Cr ¢laimed by AAI for the First Control Period.

ii. Computation of depreciation based on the date of capitalization of the asset, instead of 50%, as
.claimed by AAI as part of its true up submission for the First Control Period.

The RAB for the First Control Period is provided in the Table below:

Table 12: RAB proposed by the Authority for True up of the First Control Period gt the Consultation
Stage

" (in ¥ Crores)

=

Opening RAB (A)* 100.17 | 11748 | 131 MR8 | 12690
Additions (B) (refer Table 10) 29.95 948 | 2299 1895  86.44 | 167.80
Disposal/Transfers (C) - - =

Depreciation (D) (Refer Table11) =~ — | 1264 [—13:35| 1395 '14'.67_.1 —14.94 | 69:57
‘Closing RAB(E) = [(A) #B) - (C)-(D)] | 11748 | 113.61 C{22%2 | 12690 | 198.40
Average RAB = [(A) + (B)]/2 108.33 115.55 118.12 | 12476 | 162.65

* Opening RAB has been obtained from tariff Order 46/2018-19 dated March 08, 2019 (Table 29).This was
Jurther adjusted with re-allocation based on Terminal Building ratio of 92:8, as mentioned in para 4.4.6

/e K
Order No. 35/2023-24 for Bhubancswar lernational di@f r Page 33 of 149
-\ - - H :



TRUE UP OF THE FIRST CONTROL PERIOD

Stakeholders’ comments on True up of Capital Expenditure, Depreciation and RAB for
the First Control Period

4.4.13 During the stakeholders’ consultation process, the Authority has received comments/ views trom
various stakeholders in response to the proposals of the Authority in the Consultation Paper No.
22/2023-24 with respect to True up of Capital Expenditure, Depreciation and RAB for the First Control
Period. The comments by stakeholders are presented below:

AAI’s comments on True up of Capital Expenditure, Depreciation and RAB for the First
Control Period

4.4.14 AAI has commented the following:
Para 4.4.7 of CP

“Disallowing of Financing Alfowance

Direction 5 of 2010-11 of AERA, which entails the methodology of aeronautical tariff
determination, allows Airport operators to be eligible for Financing Allowance as a return on the
value invested in construction phase of an asset including the Equity portion, before the Asset is
put to use.

The concept of Financing Allowance, its computation and how the Work in Progress Asset includes
the Financing Allowance is provided in Paragrdph 5.2.7 of the Direction No.05-2010-11. Extract
of the same is provided below:

“5.2.7. Work In Progress assets (a) Work in Progress Assets (WIPA) are such asseis as have not
been commissioned during a Tariff Year or Control period, as the case may be. Work in Progress
assets shall be accounted for as:

WIPA: = WIPAr-1 + Capital expenditure + Financing allowance — Capital receipts of the nature
of contributions from stakeholders (SC) - Commissioned Assets (CA)

Where:
WiPAt = Work in progress Assets at the end of Tariff Year ¢
WiPAt-1 = Work in progress Assets at the end of the Tariff Year t-1

Capital Expenditure= Expenditure on capital projects.and capital ,':Ej',i,.,-_.,- made during Tariff Year
L

The Financing allowance shall be calculated as follows:
Capex =8C - CA
Z

Financing Alfowance = Rd :{[‘l‘-f[PAt.l

o

Whé’re i
Rd is the cost of debt determined by AERA according to Clause 5.1 .4.

SC are capital receipts of the nature of contribution from stakeholders (including capital grants

.and subsidies) pertaining to the capital expenditure incurred in Tariff year t.

CA are Commissioned Assets which pertairto the accumulated value of the WIPA attributable to
all assets that have been put into effectiveoperation during Tariff Year 1.
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s AERA has further provided an Hlustration on Page 28 of the Guidelines detailing the working. The
extract of the iflustration is as follows:

Hiustration »: The follawing axample Hlustrataz this approach Jor w.l’culaﬂon
aof Work in progress &, T ing allo and 73
The numbers in the illustration hauve been rounded to the nearest integers.

Forroast WWanrk i g rees Assris

Finansgins Allcwanon E‘W'!H‘! - = av [ -3

The coxt of debt, ﬁ", uzed for calculation of financing allowance, in the
cost of debt derarminacd by the Anthority under Clouse 5.1.4. -

The mvanyals dfusdfegies Must ecoe aaass, sliel hewe heer acquired or
rarmrnbaioned within the s me Tarll Fenre fl.e Tor(f Year 1), hove heen
imchuded Sk (s Capgsivad Erperaditere aud Oomas i peneod Axcats, -

The vetlue of comenibsionesd  Geseis, de mlcuhtod shall be used for

forecasring RAR for the Sanfrol Periad, .
Further, Para 5.2.5 of Direction No. 05 details the forecasting of RAB wherein the commissioned
assets {including the Financing Allowance on the assets, when it was in Work in Progress stage)
has been added to RAB and forms part of the closing and average RAB workmgs The Ilustration
4 in Page 23 is given below:

Foarecas: RAR

The Clause (d) of Para 5.2.6 defines Commissioned Assets as below:

“"Commissioned Assets: Represents investmenis ﬁuwegm infe use during Tariff Year 1, consistent
with Clause 5.2.7 herein below,”

Thus, from the above clauses itis clear that the Fnrun:ﬂng_dﬂmi'dm‘e is computed on the Work in :
Progress balance based on Cap:tal Expenditure incurred which is funded by Equity/internal
accruals and is capitalized as part of Commissioned assets for RAB Computation. In the case of
AAL financing allowance is computed on the equity portion and IDC is computed on the debt
portion of the capital spénd. :

Thus, Direction 5 provides an explicit, detailed elaboration of Financing allowance. Manner and
Jormulae of computation and udu’mu.n; f_}#.h “commissioned assels” into RAB including the
Financing allowance are e.lmfdﬂfed el 'h:;l'jh e.ramples is contained in the same Direction.

e—
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The regulatory principles laid down by AERA and based on which the tariff orders are determined,
provide a fundamental foundation of the regulatory clarity to the stakeholders on the manner in
which different components of costs and revenues are treated. Following are the examples and
extracts of inclusion of financing allowance in RAB by AERA in various Orders:

CIAL 3rd CP Order: Vide para 4.4.52 of CIAL order for third control period, for true up of SCP,
AERA noted that, in the tariff order for the SCP, it was decided that FA would be trued up based
on the final capex. In its MYTP submission, CIAL had proposed an addition of Rs. 11.9 Crore in
FY 2020-21 as Financing Allowance for true up of 2nd CP. Accordingly, AERA recomputed FA
based on actual WIP capitalized and allowed for inclusion in the true up amount.

BIAL 3rd CP Ovider: Vide para 3.3.78 of BIAL Order for the third control period, AERA has
agreed to allow the financing allowance for the SCP.

Financing allowance was approved and given by AERA in the First and SCP for BIAL and in SCP
order of CIAL.

MIAL and DIAL: It is further to be noted that MIAL and DIAL are governed by tariff
determination principles set forth in SSA and OMDA. S54 and OMDA do not contain the concept
of financing allowance. Hence, AAI submits that these 2 airports are not comparable with AAl
airports.

AAI's Request

The AERA Act requires AERA to consider “timely investment in improvement of airport facilities "'
and “‘economic and viable operation of major airports"”. The statement of objects and reasons of
the AERA Act requires Authority to encourage investmeni in airport facilities, create a level
plaving field and foster healthy competition. The Airports Infrastructure Policy of 1997 and NCAP
2016 also emphasize the need to provide a commercial orienation and encourage private sector
participation in the airport sector.

Financing allowance computation is fully in compliance with Direction 5, affirmed by Authority in
_ its various Orders in the past.

Based on the above submissions, AAI submits that non-consideration of Financing allowance
amounts to contradiction of AERA 's own guidelines Further, by treating the Financing Allowance
proposed by private airports and AAl airports differently vitiates the services expected to be
provided by the airport and violates the principle that allows & \belplaving field for all airports.
Also, AAI airports would be denied of revenues that they are rightfullyentitied 10,

AAI therefore requests AERA to consider the financing allowance of Rs. 16.63 Crore computed
Sor FCP additions.”

Other Stakeholders’ comments on-True up of Capital Expendlture, Depreciation and RAB
for the First Control Period g,

4.4.15 IATA has commented the following:

“For the First Control Period, 89% of approved CAPEX was not incurred given the challenges in the
last few years. However, this fitrther demonstrates the need for ongoing consultations with users to
validate the business case and the phasing of the investiments and monitor progress, including decisions
to defer or cancel.

We support AERA’s call for an AUCC to be canducied to review the proposed CAPEX items in the CP,
reiterating the importance of nngoing.cimsultafionses highlighted in the point above. "
o~ e T
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AAI’s responses to other stakeholders’ comments on True up of Capital Expenditure,
Depreciation and RAB for the First Control Period

4.4.16 No response has been provided by AAT to other stakeholders® comments on True up of Capital
Expenditure, Depreciation and RAB for the First Control Period.

Authority’s analysis on Stakeholders’ comments regarding True up of Capital
"Expenditure, Depreciation and RAB for the First Control Period

4.4.17 The Authority had examined the AAI's comments towards Financing Allowance and has the following
views:

The Authority considers that providing retum on capital expenditure from the very beginning of
construction will significantly lower the risks for an airport operator and may require revisiting the
return on equity allowed to airport operators as the investment in the asset class will then be equated
to risk free rate of return.

Further, provision of Financing Allowance will disincentivize the Airport Operators from ensuring
timely completion of projects and delivery of services to the users. Therefore, the Authority is of
the view that a return should be provided only when the assets are made available to the airport
users except in the case of certain costs like [DC that will have to be incurred in ¢ase debt is used
for funding of projects.

Furthermore, the future returns from the project should generate adequate returns to cover thé cost
of equity during the construction stage. The AQ is adequately compensated for the risks associated
with the equity investments in a construction project once the project is capitalized by means of a
reasonable cost of equity.

Developments at greenfield airports inherently take longer durations to commission and
operationalize. Thus, airport operators would have to wait for a considerable duration before
getting returns on large capital projects. Keeping this in view, the Authority had earlier provisioned
for financing allowance in initial stages to such airports. It may be further noted that the Authority
has never provided financing allowance in the case of brownfield airports in its any of the Tariff
Orders. Further, financing allowance for greenfield airports of BIAL, CIAL etc. was allowed only
for the initial stages of their development, after which such allowance was permitted only on the
debt portion of the proposed capital expenditure. AERA doesn’t understand why AAI keeps
stressing on the issue of BIAL and CIAL even after understanding the issue as brought out by
AERA in different Tariff Orders. i

It is pertinent to note that in case of a greenfield airport, investment it regulatory blocks by the
Airport Operator would not make the airport facilities available to the passengers. Brownfield and
Greenfield airports can’t be equated on this issue. In greenfield airports, the tariff is not applicable
and no revenue is available to the Airport Operator till the acronautical services have been created
and put to use. However, in the case of brownfield aitports, in a scenario where the AO brings in
additional investments, the dirpon facilities are mobilized and enabled to other funetional pdrts of
the airport, which remains functional and the AO keeps on enjoying the charges from the users. In
the case of Bhubaneswar Intemmational Airport, since new projects have included mobilization of
existing operations, the said Airport is ought to be considered as a brownfjeld airport, which would
not be eligible for Financing Allowance on the equity portion of newly funded capital projécts.

Financing Allowance is a notional allowance and different from interest during construction.
Therefore, the provision of Financing Allowance on the entire capital work in progress would lead
to a difference between the projected capitalization and actual cost incurred, especially when the

S— —_— — ———— e —
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Airport Operator funds the projects through a mix of equity and debt. Further, the Financing
allowance is to be provided only on the debt borrowings availed for execution of a project.

vii, AERA Guidelines, 2011 does not specifically state that Financing Allowance is to be provided on

44.18

44.19

both equity and debt portion of the capital expenditure. The proviso to Section 13 (1) (a) states that
“different tariff structures may be determined for different airports having regard to all or any of
the above considerations specified at sub-clauses (i) to (vii) of Section 13 (1) (a)".

Based on the above, the” Authority is of the view that there is no reason to deviate froni the proposal
made by it regarding Financing Allowance, at the Consultation Stage. Therefore, the Authority sees no
merit in AAI’s contention.

The Authority has noted comments of TATA on CAPEX. AERA notes the views of [ATA regarding the
CAPEX. Regarding AUCC meeting, the Authority notes that AAI had conducted the AUCC meeting
during the First Control Period on October 9, 2018 (refer para 6.7.1 (ii}) of this Tariff Order).

Based on the above factors, the Authority decides to consider Capital Expenditure, depreciation and
RAB as per Table 10, Table 11 and Table 12 respectively.

4.5 True up of Fair Rate of Return

4.5.1 The Authority noted that AAT had claimed 14% as FRoR as part of its True Up submission for the
First control period and also noted that AAI had availed debts of T 15.23 Cr. during the First Control
period {from FY 2020-21 to FY 2022-23).

4.5.2 The Authority had computed FRoR for the First Control Period by considering cost of debt as 6.57%

(submitted by AAI in the MYTP) and cost of Equity as 14% (as explained in para 7.2.2). The same is
shown as follows:

Table 13: FRoR considered by the Authority for True up of the First Control Period at the Consuliation

4.53

Stage
. FY 2018-

Particulars Reference 19 FY 2019-20 | FY 2020-21 | FY 2021-22 | FY 2022-23
Debt A e [T - 432 14.43 15.24.
Equity | B 108.83 115.55 115.71 t15.14 | 147.82
Debt + Equity | C=A+B 108.83 |. 115.55 120.53 129,57 163.05
Cost of Equity ' D 14% 14% 14% | _14% ) 14% '
Cost of Debt E 6.57% 6.57% 6.57%. 6.57% | 6.57%
Gearing F | 0.00% _0.00% | 4000% 11.14% | 9.34% |
Weighted . ARE AL Hom I
Average Gearing = 2l
Cost of Debt | H 6.57% I
Cost of Equity | I | 14% i

l 1=G* o |
FRoR —H Fli (‘;)*j[' DOz 13.60% -

The Autﬁorily proposed to consider 13.60% as FRoR for true up of the First Control Period for BLA.

Stakeholders’ comments on True up of Fair Rate of Return for the First Control Period

454 °
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During the stakeholders’ consultation process, the Authority. has received comments/ views from

various stakeholders in response to the proposals of the Authority in the Consultation Paper No.
22/2023-24 with respect to True up of Fair Rate of Return for the First:Control Period. The comments
by stakeholders are presented below:

- = — -
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AAD’s comments on True up of Fair Rate of Return for the First Control Period

4.5.5 AAI has commented the following:
Para 4.5 of CP

The Equily estimation can aiso yield a range of values depending on the assumptions employed.
COE depends on ownership structure, Comparable Airports & Revenue Till

Asset Beta plays an important role in determination of Equity Beta ev;'n if Debt/Equity Ratio is low
( low gearing). Cost of Equity depends on both Asset Beta and Equity Beta.

In ist Control Period of Chennai Airport, AAI had submitted a study conducted by M/s KPMG in
regards to calculation of Cost of Equity wherein, Estimated Asser Beta was 0.92 and
corresponding Equity Beta works out to 0.98. The cost of Equity submitted by A4l works out to
16.82%.

in MIAL, DIAL, HIAL and ClAL the Cost of Equity has been considered @ 15+%. Thus AERA is
requested 1o consider the Cost of Equity @ 16% as submitted by AAI

It is also requested to consider the FRoR as submitted by AAI instead of an Average FRoR @
13.60% for FCP.

Other Stakeholders’ comments on True up of Fair Rate of Return for the First Control
Period

4.5.6 . FIA has commented the following:
Para 4. 3.0 & 453 af CF

“ft is submitted that:

a)

b}

Fair Rate of Return (FRoR) to airport operators should be provided only at reasonable rates as
any 'high value of fixed/ assured return ﬁivours the service prow‘der/&irporr operators, creates an
imbalance against the airlines, which are already suffering from huge losses and bear the adverse
financial impact through higher tariffs.

Due to such fixed/assured returns, Airport Operators have no incentive to look for productivity
improvement or ways of increasing efficiencies, take steps to reduce costs, as they are fully
covered for all costs plus their hefly returns. Such a scenario breeds inefficiencies and higher
costs, which are ultimately borne by airlines.

We observe that the Fair Rate of Return of 13.60% provided to thee B?A is higher in comparison
to some of the Airports such as Chennai and Pune. Without prejudice to the above, there appears
to be no rationale to provide }ngher return to Bid and accordmgiv AERA may reduce the FRoR
suitably.”

AAP’s responses to other stakeholders’ comments on Tn_;p-up of Fair Rate of Return for -
. the First Control Period

4.5.7 AAI has responded to FIA’s coinments as under:
L
2. In Ist Control Period of Chennai Airport, AAI had submitted a study conducted by M/s KPMG in

“The FRoR for an airport depends upon the cost of equity and cost of debt.

regards to calculation of Cost of Equity wherein, Estimated Asset Beta was 0.92 and corresponding
Equity Beta works vul (v 0.98. =

"x' ‘/,-— _.- H‘:ﬁ{_.__
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The cost of Equity submitted by AAIl in r/o BI4 dirport works out to 16%, whereas AERA has
considered cost of equity is 14% only resulting FRoR to 13.60%. d

AERA has been considering cost of equity at 14% as against 16.82% as per study report submitted
by M/s KPMG. The variation in the FRoR rates at the airport is due to the gearing and the cost of
debt.”

Authority’s analysis on Stakeholders’ comments regarding True up of Fair Rate of Return
for the First Control Period :

The Authority notes AAI’s comments on PPP airport availing 15.18% as the return on Equity as
against AAI’s airports, wherein such return is 14%. The Authority would like to state that AAI
should bear in mind that in case of AAI airports, the actual debt equity ratio is used for determining
FRoR, while in case of PPP airports, a notional debt equity ratio of 48:52 is used. If AAI wants
to claim the cost of equity as allowed to PPP airports, then AERA would apply the notional debt
equity ratio (48:52), in which case, the FRoR of AAI will be lesser than the 13.60% (which is
presently allowed to AAI in True Up for First Control Period).

The Authority has noted F1IA’s comments to consider only reasonable rate of return on the assets
or reducing it and the response of the AQ, The Authority is of the view that an airport is a long-
term asset and in such long-term projects, investors desire a stable return on their investment.

Therefore, the Authority finds that it is not pragimatic or fair to reduce or not to provide any return
on the assets of the AO.

Based on the above factors, the Authority sees no reason to deviate from its proposal given at the
Consultation stage and decides to consider FRoR as per Table 13.

True up of Non-aeronautical revenues

The Authority noted that the actual Non-aeronautical revenue submitted by AAl for Bhubaneswar
International Airport for true up of the First Control Period is T 136.94 Crores and the same has been
presented in the table below:

Table 14: Actual Non-aeronautical revenue for the First Control Period submitted by AAI for
Bhubaneswar International Airport

¥ Crores)

e FY_ LU FYR P FY - | FY FY
8. No. | IRevenne caimping 101809 :ﬁliitﬁ“.t'-% 122 | 200223 | Teedl
| Restaurant & Snack Bar | 7.08 14.42 0454 B w230 427| 2852

1

2 | TR.Sulls I 574 8.69 2.93 1.95 3.50 | 2281
3 Hoardings & displays | 6.47 6.59 2.64 | 291 836 | 2697
4

Land Leases 427 4.79 4.44 5.05 6.42 | 2497

5 | Buildings (Regidential) - 0.04 0.03 0.03 0.06 | 003 022
6 | Buildings (Non-Residemtial) 153 1.56 1.38 129] 099} 674
7P| |G el e U 160 219 0B [IRe 035 1.03| 555
-
9

= | Car Parking’ 2.61 0.67 | 0.37 0.50 | 1.15] 5.29

| Admission Tickets 2| 0.87 027| o004 004 0.06| .1.29
| Other Income/ Sale of Scrap |

ete. | |
| Total 32.15| 4109 1558 | 1694 | 3117 | 136.94

10

1.94 1.88 2.92 | 249 5.36 14.58

4.6.2 The Non-aeronautical revenue approved hy 1_!1c A_uthpriu-' in the Tariff Order for First Control Period
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was ¥ 219.36 Crores. Component wise details of the Non-aeronautical revenue approved by the
Authority in the Tariff Order for the First Control Period is as follows:

Table 15: Non-aeronautical revenue approved by the Authority jor the First Control Period

(T Croves)
FY FY FY FY FY

S.No|  Revemuecategories | ) 009 | 201920 | 202021 | 202122 | 202223 | T°tal

I | Restaurant & Snack Bar 12.22 13.44 | 14.78 | 16.26 17.89 | 74.59

2 | TR Stalls 6.68 735 | 2.08 | 8.89 978 | 40.78 |

3 | Hoardings & Displays 591 | 6.50 | 7.15 | 7.87 8.66 | 36.09 |

4 | Land Leases | By 5.17 517 ST T asise 26324

5 Buildings (Residential) 0.04 0.04 | 0.04 0.04 0.04 0.2 |
6 | Buildings (Non-Residential) | 0.72 019 087 0.96 | 1.05 | 4.39 |

7 | CarRentals : 1.21 1.52 1.67 | 1.34 202 826
|8 | Car Parking | 2.63 2.89 | 3.18 | 3.50 385 | 16.05
BT Admission Tickets | 1.01 1.21 1.46 1.76 2.13 7.57
10| Other Income 1.03 1.03 | 1.03 .03 1.03 | 5.5
’ | Total 36.62 3995 | 43.45 47.33 52.01 | 219.36

Authority’s examination and proposal regarding true up of Non-aeronautical revenues of
the First Control Period at Consultation Stage:

4.6.3 The Authority noted that the actual Non-aeronantical revenue (2 136.94 Crores) submitted by AAl for

Bhubaneswar International Airport for the First Control Period was lower than that approved by AERA
in the tariff order for the First Contro} Period (X 219.36 Crores). The Authority examined variances
between projected and actual revenue of Restaurants and Snack bar, T.R stalls, hoardings and displays,
Car parking, admission tickets and observed that the same was on account of decline in passenger traffic
due to:

i. Disruptions in the operations of the Airﬁorl due to the impact of Cyclone Pheni, which had hit the
Bhubaneswar city in May 2019,

ii. The adverse effects of the COVID-19 pandemic, which had led to the cancellation of numerous
chartered flights from January 2020 onwards, resulting in a noticeable decline in both domestic and
international passenger traffic.

iii, Significant decline in the International Passenger traffic and ATMighiging FY 2020-21 to FY 2022-
23 due o withdrawal of the subsidy to forcign airlines by the Stue Government.

Based on the above analysis, the Authority proposed to consider the actual Non-aeronautical revenue
as presented in Table 14 for the purpose of true up of the First Control Period.

Stakeholders’ comments on True up of Non-aeronautlcal revenues for the First Control
Period

4.6.4 No comments were reccived from the Stakeholders on true up'of Non-aeronautical revenues for the
Flrst Control Period.
Authority’s analysis on stakeholders’ comments on true up of Non-aeronautlcal revenues
for the First Control Period

4.6.5 The Authority notes that no comments were received from the Stakeholders regarding true up of Non-
aeronautical for the First Control Period.

4.6.6 The Authority notes that AAl has considered Space Rental (from Airlines, ¢tc.) as Non-aeronautical
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revenue. However, the same should be treated as Aeronautical Revenue as the space is used for
Aeronautical activities which is in line with the similar approach followed in other airports. Therefore,
the Authority decides to consider “Space rentals collected from’ Airlines” amounting to ¥ 3 Crores as
Aeronautical Revenue. Hence, the Authority has recomputed the Non-aeronautical revenue for the First
Control Period as per the table given below ;

Table 16 : Non-aeronatitical revenue decided by the Authority for the First Conirol Period

fin & Crorez)

R e categories G f 2 g 34 £ Total
Y R A ICR O 2018-19 | 2019-20 | 2020-21 | 2021-22 | 2022-23

Restaurant & Snack Bar 7.08 14.42 0.45 23 4.27 28.52
T.R. Stalls 5.74 8.69 293 1.95 3.5 22.81
Hoardmgs & displays 6.47 6.59 2.64 2.91 . 8.36 2697 |
Land Leases 4.27 4.79 4.44 5.05 6.42 24.97 |
Buildings (Residential) 0.04 0.03 0.0 006 | 00| 022
Buildings (Non- Re31denual) 1.53 1.56 1.38 1.29 0.99 6.74
Car Rental 1.61 2.19 0.37 0.35 1.03| $55
Car Parking 2.61 0.67 0.37 0.5 .15 5.29
Admission Tickets 0.87 0.27 ) 0.04 0.04 0.06 5.29

Ol |~ ||| W —

Other [ncome/ Sale of Scrap
etc,

Total (A) 3215 41.09 15.58 16.94 31.17 | 13694
Less:  Space  Rental '
collected from Airlines (B)
Total Non-aeronautical
revenue (A-B)

o

1.94 1.88 2.92 2.49 536 14.58

0.60 0.58 0.45 0.52 0.85 3.00

31.55 40.51 15.13 16.42 3032 | 133.9%4

4.7 True up of Operation and Maintenance (O&M) expenses

4.7.1 The Authority noted that the actual O&M expenses submitted by AAI for Bhubaneswar International
Airport for true up of the First Control Period is T 413.93 Crores and the same has been presented in
the table below: :

Table 17: Actual O&M expenses submitted by AAI for Bhuqu?\'ur International Airport for
the First Control Period

1

(< Crores)

FY PL_-H FY FY FY

Particulars

201820 | Za20-21 | 202122 | 20m223 | "M

15.29 17.16 17.18 16.37 ] 1773 |

L |piiEef
Pay roll expenditure of Bhubaneswar |
International Airpogt B =
Expenditure . for  Bhubaneswar 3 =] 3 |
International Airport employee's 6.30 3.74 0:48 020 | (1.05)
retirement benefits allocated at CHQ |
Total Payroll expenditure (1+2) 21.59 20.91 17:66 16.58
Administrative and General
Expenditure

Apportionment of Administration &
General expenditure of CHQ/RHQ

5.62 10.09 8.52 7.95

39.62 52.84 35.85 37.65

——at s

o ) )
!
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B[P P R T
200819 | 2019-20 | 2020-21 | 020-22 0213

45.24 62.93 44.37 45.60 48.41 | 246.55

Total Administration and General
expenditure (3+4)

Repair & Maintenance
Expenditure (Total)

| Power Charges 374 3.80 2837 AT 4.52 17.20
Water Charges 0.13 0.15 0.06 0.00 0.06 0.40

5
6
7 Consumpnon of Stores and Spares 0.37 0.41 0.36 0.31 0.28 1.73
8 | Other charges 0.46 0.49 0.45 0.51 0‘8:3. 274

C 9.47 10.39 10.49 92.33 9.97 49.66

Utility and Outsourcing
| Expenditure (5+6+7+8)
| Other Outflows 0.31 0.66 0.21 0.36 | 0.68 223
| Total (A+B+C+D+E) 81.32 99.74; 75.97 75.46 | 8144 | 41393

4.70 4.35 3.24 3.59 5.70 22.08

D
E

4.7.2 The O&M expenses approved by the Authority in the Tarifl Order for First Control Period was
¥ 372.86 Crores. Component wise details of the 0\&M expenses approved by the Authority in the Tariff
Order for the First Control Period is as follows:

Table 18: O&M expenses as per the Tariff Qrder for the First Control Period
(T Crores)

e 202223

Pay roll expenditure  of
Bhubaneswar International Airport
Expenditure for Bhubaneswar
International Airport employee's
retirement benefits allocated at
CHQ

Total Payroll expendityre (1+2) 20.95 22.44 d g 27.49
Administrative = and  General
Expenditure

Apportionment of administration & .
General expendituce of CHQIRHQ . Oy 2 9°& -
Total  Adminlsiraiion and d ), |

General cxpénditale g)""‘) 32.7% 3_4.% Y4 Ii&lS 40.12" ¥
Repair & Maintenance : N
Expenditure

Ulity ~ and  Outsouxcing | [N ., [N o | % 1s 229 2.40
Expenditure- --— —— --— -« - - =
Other Outflows 036 | G415 048 .. 055 0.64
Total (A+B+C+D+E) 65.41 69.68 74.24 79.13 84.4

4,13

447 4.76 : y 5.82

34.35

9.36 10.29 12.45 13.70

The Authority noted a variance of 41,07 Crores between the actual O&M expenses incurred by the
Bhubaneswar International Airport and that approved by the Authority in the Tariff Order for the First
Control Period. The Authority had examined the variances and the same has been explained in the
below-mentioned paragraphs: "

Authority’s examination and proposal regarding true up of O&M expenses of the First
Control Period at Consultation Stage: ' B

— il

!
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4.7.4 The Authority examined the variances between the projected and actual O&M expenses and noted
the following: '

* Payroll expenses: The Authority noted that the actual total payroll expenses submitted by AAI for
Bhubaneswar Tntermational Airport (Z 93.41 crores) was within the expense approved by the Authority
in the Tanff Order of the First Control Period (% 120.58 crores). Therefore, the Authority proposed to
consider the actual payroll expenses of FY 2018-19 to FY 2022-23 for true up of the First Control
Period.

Apportionment of administration & General expenditure of CHQ/RHQ:

The Authority reviewed the basis adopted by AAI for allocation of CHQ and RHQ expenses to
Bhubaneswar International Airport and other airports and noted the following:

All expenses incurred by CHQ and RHQ (like staff costs, Admin and Gen. expenses, Repairs and
Maintenance, utilities, outsourcing expenses etc.) was allocated to all the AAT airports, in the ratio
of revenues earned by each Airport.

Expenses such as legal costs, interest/ penalties were related to some specific airports. However,
these had been allocated to the common pool and apportioned to all the AAI airports.

The Authority was of the view that the above process followed by AAI for allocating the expenses was
not transparent and necessitates adoption of a scientific/ rational approach for justifiable allocation of
expenses to the Airports. The Authority proposed the following towards allocation of CHQ and RHQ
expenses:

a) Pay and Allowances of CHQ and RHQ;

*  AAIl had considered pay and allowances of Commercial department at CHQ and RHQ as
Aeronautical expenses, whereas such expenses were Non-acronautical in nature.

AAI had excluded pay and allowances of employees involved in ATM, CNS and Cargo
departments at CHQ and RHQ while working out the allocation to the airport. However, no
exclusion had been done for support services of the departments of HR, Finance, Civil,
Terminal Management (Housekeeping), etc. ¥

Manpower of CHQ and RHQ also provided services to Non-aeronautical activities, ATC, and
CNS cadres at respective airports. Hence, pay and allowances needed to be adjusted
accordingly.

Considering all the facts and figures as stated above, the Authorty was of the view that 20% of
pay and allowances of CHQ and RHQ was to be excluded towards the following:

i.  Support services to ANS, Cargo and Commercial at CHQ, RHQ and Airports.
ii.  Officials of Directorate of Commercial.
- Balance 80% of pay and allowances of CHQ and RHQ had been allocated to the Airports.
b) Administration & General Expenses of CHQ and RHQ:

AA] had incurred Legal & Arbitration Expenses at both CHQ and RHQ level. The Authonty
was of the view that this expense should be analyzed and distributed to stations on a case-to-
case basis. As the above details had not been provided by AAI, the same had not been
allocated to the stations. i

AAI had paid intcrest/penalties ey Government-of India at both CHQ and RHQ levels. The
Authority was of the view that the stfcholders should not be burdened with interest/penalties
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paid to Government of India, due to various lapses/delays on the part of the Airport Operator
Hence such expenses had not been allocated to the airports.

Based on the above methodology, the Authority had derived the revised aliocation of CHQ and RHQ
expenses and the same is presented in the table below:

Table 1 9 Re-allocation of CH(QY RHQ — Admin and Gen expenses by the Authonfy Jor the First
Control Period at Consultation Stage

(T Crores)

3 FY FY FY FY FY
o 2018-19 | 2019-20 | 2020-21 | 2021-22 | 2022-23
CHQ/ RHQ - Admin & General
expenses (allocation done by 39.62 52.84 35.85 37.64 39.53 205.48
AAD=

Rev1sed altocation of CHQ! |
RHQ expenses by the Authority | 32.64 44.84 30.86 3241 34.03 174.78

=B

Variance (A B) | 6.98 8.00 4.99 5.23 5.50 30.70

Total

The Authority was of the view that the users should pay only for the services availed by them. Further,
in line with section 13 of the AERA Act, 2008 the Authority had a scope of determining tariff in respect
of Aeronautical services provided/ capital expenditure incurred only by that particular airport. This view
is also consistent with ICAO’s principle of ‘Cost-relatedness’. Based on the above principles, the
Authority had rationalised the CHQ/ RHQ expenses being allocated to Bhubaneswar International
Airport.

The Authority felt that the allocation of CHQ & RHQ expenses by AAI on the basis of revenue was
on higher side, as it brought large variation in such expenses Year on Year, due to change in revenue
and was against the basic principle of cost relatedness in tariff determination. Users of the Major
Airports had to pay higher tariff due to higher allocation of CHQ/RHQ expenses to these airports,
Further, as the revenue from these airports went up due to higher tariffs, it further led to higher
allocation of CHQ/RHQ expenses with chain of cascading effect. The Authonity, therefore expected
AAL to examine these issues in detail and devise a fool proof method for allocation of CHQ & RHQ
e}{penses on priority. :

Further, the Authority felt that AAl should exploit the potential of itgmgm-tralTic avenues fully so that
30% of the same, by cross subsidisation could be used to cover Amwah!:c'nl £Xpenses.

#  Administration expenses (Other than CHQ/ RHQ): There was significant variance between the
Administration Expenses approved in the Tariff Order of the First Control Period (Z 25.56 Crores)
and actual expense claimed by AAI (% 41.06 Crores) for true up of the First Control Period. The
Autherity noted that that such increase in Administration Expenses was due to incurrence ofhigher
upkeep expenses, installation of  May I Help You” counters and introduction of Airport Terminal
assistant facility in Terminal 1.and 2. The Authority noted that AAl had paid Municipal Taxes
worth ¥ 3.38 Crores for period FY 2003-06 to FY 2019-20, out of which Z 1.93 Crores have been
claimed as part of true up of the First Control Period.

Further, AAI had incurred T 5.01 Crores (Z 0.34 Crores for FY 2018-19, ¥ 3.80 Crores in FY 2019-
20 and T 0.87 Crores for FY 2020-21) towards CSR expenses. That Authority noted that
Bhubaneswar International Airport had incurred losses during all tariff years of the First Control
Period. Therefore, the Authority proposed not fireansider the CSR expenses claimed by AAI and

[
o
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consider Administration Expenses (other than CHQ/ RHQ) of ¥35.95 Cr. for true up of the First
Control Period of BIA.

Repair and Maintenance (R&M): The Authority noted that the actual repair and maintenance
cost for the First Control Period was ¥ 49.66 Crores and the same was within the amount approved
by AERA in the Tariff Order for the First Control Period. Further, the Authority observed that the
R&M expenses included special repairs of operational boundary wall, residential colony that were
undertaken by the Airport.due to operational requirements and also awarding of Annual
Maintenance and Service contracts for civil and electrical maintenance for the First Contro! Period.
Based on the above factors, the Authority considered the above expenses to be justifiable.

Power Charges: AAI had incurred actual power charges of ¥ 21.04 Crores during First Control
Period, out of which ¥ 3.84 Crores had been recovered from the Concessionaires and had claimed
the net power charges of T 17.20 Crores (Actual power charges less recoveries from
Concessionaires) as a part of ttue up for the First Control Period.

The Authority noted that the above power costs incurred during the First Control Period and
claimed by AAI as a part of true up, were net of recoveries made from the Concessionaires. The
total power costs incurred. recoveries made from Concessionaires and the net power costs have
been summarized in the table below:

Table 20: Details of power costs incurred and recoveries made from Concessionaires
(T Crores)

Particulars g FY FY FY FY FY
2008-1% | 210 | 2020-21 2021-22 | 2022-23

Total power costs (A) 4,52 4.55 2.78 4,03 517 21.04

Total

Recoyeries from 078 | 075 0.41 126 | o064 | 34|
Concessionaires (B) | {

Recoveries (%) = (B/A%) 17% 16% 15% 31% 12%

Net power costs (A-B) 3.74 . 380 2.37 2.7 4.52 17.20

However, the actual power charges claimed by AAI (% 17.20 Crores) was much higher than the
approved expense of ¥ 10.99 Crores. The Authority noted that higher power costs were incurred
in the First Control Period, due to delays in the commissioning afabe Solar Power Plamt (which
was proposedta be constructed during the First Conteol Period Butit was delayed and installed
only in the Second Contred Peried). Based on the above Fictors, the' Allority proposed to consider
the actual power costs incurred by AAI for Bhubaneswar International Airport for true up of the
First Control Period.

Consumption of Stores and Spares: & 9 =

The Authority noted that the actual expenses amounting to ¥1.73 Crore incurred By AA] for
BIA towards Consumption of Stores and Spares included consumption of electrical spares,
tyres for other vehicles, Toiletry and conservancy store, etc. Expenses towards consumption
of stores and spares had not been separatety approved in the Tariff Order for the First Control
Period. The Authority noted the actual expenses towards consumption of Stores and spares to
be reasonable and therefore proposed to consider the same for true up of the First Control
Period.

Other Charges

*
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The Authority noted that the Other Charges included fees paid to outside consultancy charges
for Airport Council for ACI ASC Survey Fees, consultancy charges for management of fuel
farm and other activity. The actual expenses amounting to ¥2.74 Crore incurred by AAI for
BIA on such expenses towards consultancy had not been separately approved in the Tariff
Order for the First Control Period. The Authority noted the actual expenses towards Other
charges to be reasonable and therefore proposed to consider the same for true up of the First
Control Period. i

4.7.5 Based on the above review and analysis, the revised Operation and Maintenance expenses
proposed to be considered by the Authority for the First Control Period is provided in the table
below:

Table 21: O&M expenses as proposed by the Authoriry for True up of the First Control Period at the
Consultation Stage

{Z Crores)
= T A
FY Tri."'ﬁ'*'f FY FY =

Py WIE-19 202021 | 2021-22
Pay roll expenditure of
Bhubaneswar International 15.29 17.16 17.18 16.37
Airport

| Expenditure for Bhubaneswar
Internalional Airport employee's
| retirement benefits allocated at
CHQ

Totsl Payroll expenditure
{1+2)

Administrative and General
Expenditure

6.30 3.74 0.48 ! (LO5»* 9.68 |

21.59 20.91 17.66 16.68 93.41

528 6.28 7.65 . 8.78 35.95 |

| Apportionment of
Administration * &  General 32.64 44 .84 30.86 34.03 174,78
expenditure of CHQ/RHQ

Total Administration and
General expenditure (3+4) -~

Repair & Maintenance
Expenditure (Total)

Power Charges 3.74 3.80 BAH ! 452 17,20 |

Water Charges 0.13 0.15 0.05 10. 0.06 0.40 |

Consumption of Stores and
Spares

Other charges 0.46 0.49 0.45 - 0.83 2.74 |

Utility amnd  Outsourcing
Expenditure (5+6+7+8)

Other Outflows | 0.31 0.66 0.21

37.92 51.12 38.52 42.81 210.73 |

9.47 10.39 10.49 ] 9.97 49.66.|

0.37 0.41 0.36 = 0.28 173 |

4.70 4.85 .24 5 5.70 22.08

.36 0.68 | 223 |

Total (A+B+C+D+E) . 7400 8793 70.12 |- 7022 | 7583 378.10
*The negarive amowns of T 1.03 Crores is due to reversal of excess provision.

Stakeholders’ comments on True up of Operation and Maintenance (O&M) expenses for
the First Control Period

4.7.6 During the stakeholders’ consultation process, the Authority has received comments/ views from
various stakeholders in response to the proposals of the Authority in the Consultation Paper No.
22/2023-24 with respect to True up of Operalion #nd Maintenance (O&M) expenses for the First

ol ra 5

.
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Control Period. The comments by stakeholders are presented below:

AAD’s comments on True up of Operation and Maintenance (O0&M) expenses for the First,
Control Period

4.7.7 AAI has commented the following:
Para 4.7.4 of CP

“CSR cxpenses: As per the provisions of Section 135 of the Act, the Companies (CSR Policy) Rules,
2014 and the DPE Guidelines, 20i4, two percent of the average net profits (to be calculated in
accordance with the provisions of the Act) during the three immediately preceding financial years will
be allocated for CSR activities every year.

In this regard, it is pertinent to mention that CSR computation based on profit ought to be done for a
company as whole and not at station level/standalone basis.

CSR Budget will be utilized for implementing CSR projects approved by the Board on an annual basis.
The budget allocation to the CSR Schemes shall be made in the beginning of every financial year after
considering the CSR budget for that year.

In View of the facts explained above AERA is requested to consider CSR expenses as submitted in MYTP
Jor FCP by AAL"

Para 4. 74 & 4. 7.5 of CP

e “AERA has reduced the allocation of CHO/RHQ Administration and General Expenses to the tune
of 15% for Lst control period (FY 2018-19 to FY 2022-23). It is worthwhile to mention here that
AA! has already consider 5% reduction while allocating the CHO/RHQ expenditure and reducing
further by 15% by AERA for the lst controi period is on the higher side. AAIl has engaged the
Institute of Cost Accountants (ICMA) (as suggested by AERA) o study the methodology CHQ/RHQ
allocations.

In view of the above, AERA is requested to consider the CHQ/RHQ expenses as submitied in the
MYTP for FCP.

Other Stakeholders’ comients on True up of Operation and Mamtenance (O&M)
expenses for the First Control Period

4.7.8 FIA has commented the followirnig;

Parg 4. 7.4 () of the CP

“{t has been noted by AERA that AAl has paid interest/penalties to Government of India at both CHQO
and RHQ levels. We appreciate that AERA holds a considered view that stakeholders should not be
burdened with interest/penalties paid to the Government of India, due to various lapses/delays on the
part of the Airport Qperator.

< AADPs responses to other stakeholders’ comments on True up of Operation-and
Maintenance (O&M) expenses for the First Control Period

4.7.9 No response provided by AAI to other stakeholders’ comments on True up of Opération and
Maintenance (O&M) expenses for the First Control Period.

Authority’s analysis on Stakeholders’ comments regarding True up of Operation and
Maintenance (O&M) expenses for the First Control Period A8 i

4,710 The Authority notes the comments of AAl regarding CSR expenses and has the following views:
CSR expenses are compuied based on the statutory limits defined under the Companies Act 2013,
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i.e., 2% of the average Regulatory Profits Before Tax (PBT) of the preceding 3 years.

Further, such expenses are computed at an Airport level, based on regulatory profits eamed in the
preceding Financial Years, as uniformly followed in all AAl and PPP airports.

As Bhubaneswar Airport had incurred losses in the previous Financial Years, CSR expenses were
not allowed by the Authority (refer para 444.7 4 in the Tariff Order).

Regarding AAI’s comments on CHQ/ RHQ expenses, the Authority has the follc:wing VIEws:

» The Authority has given its detailed views on CH(Q/ RHQ expenses of AAl at the Consultation
stage (refer para No. 4.7.4 of this Tariff Order). Based on its detailed analysis, the Authority is of
the view that the process followed by AAI for allocation of CHQ/ RHQ expenses is not transparent
and necessitates adoption of a scieatific/ rational approach for justifiable allocation of expenses to
the Airports.

The Authority expects that AAI should determine the efficient baseline costs through a thorough
study, providing a detailed framework for altocation of various operating cost into acronautical and
non-aeronautical activities, so as to avoid undue burden to the end users.

Therefore, the Authority sees no reason to deviate from its proposal given at the Consultation Stage
(refer Table 19).

4712 AERA has noted the comments of FIA, regarding the considered view taken by the Authority on the
interest/ penalties paid by AAI to the Government of India.

4.7.13  In view of the above, the Authority decides to consider O&M expense as per Table 21.

4.8 True up of Taxation
4.8.1 AAI had submitted taxation for the First Control Period as follows:

Table 22: Taxation submitied by AAI for Bhubaneswar International Airport
( Cranres)

FY FY FY FY FY

2018-19 | 2019-20 | 2020-21 | 2021-22 | 2022-23 [Toes

Partjculars

Revenne (A}
Aeronautical Revenue | 48.88 103.24 51.77 63.69 108.40

Total (A) | 4888 | 103.24 §1.77 63.69 | 108.40 37598

Expenses (B) : g1

0&M expenses (Refer Table 17) | 8132 993 7598 |"Tsthe| s144| 41393

12.16 13.35 13.71 14.89 19.68 73.79

Depreciation (as per Income Tax Act, |
1961}
Interest on Working Capital | 094 - : 0.32 -] 12

Tatal (B) 3 | AT —89.69 9067 | IO1.12 | © 483.98

Profit /Loss (C=A-B) | (45.54F G793 (26.98) 728 | (113.01)
' - -| (128 (1.28)

Set off of prior period tax losses (D) : % =
Profit/ Loss after set off of prior period |
tax losses (E) |

Tax Rates (F) : | 34.94% | 25.17% | 25.17% | 25.17% | 25.17%
Tax (E*F) E = o S iz

= = = = =

4.8.2 The Authority had re-computed Aeronautical Taxation based on Regulatory Building Blocks as

Page 49 of 149




TRUE UP OF THE FIRST CONTROL PERIOD

discussed in the previous paragraphs and the same is as follows:

Table 23: Taxation proposed to be considered by the Authoritv at the Consultation Stage

i Croves)

FY FY FY FY FY Total

2019-20 2020-21 2021-22 2022-23

Particulars
19

Revenue fA)
Aeronautical Revenue {refer
Table 25) 43.88 103.24 5197 63.69 108.40

Total (A) 48.88 103.24 5177 63.69 108.40 375.93
Expenses (B) —ie : e
O&M eXpenses (rercr Table 2[) 74,00 37.93 70.12 70.22 75.83 378.10

Depreciation (as per Income Tax |, ,, 13.34 13.60 14.65 1871 72.44
Act, 1961) ol

Interest on Working Capital 0.94 - - 0.32 - 1.26
Total (B) 8$7.08 101.26 83.72 85.19 94.54 451.79
Profit /Loss (C=A-B) {38.20) 1.97 {31.9{2 | {21.50) 13.86 {75.81)

Set off of prior period tax - p= |
losses (D) I = (1.97) . , (13.86) .. (15.83)

Profit/ Loss after set off of =T |
prior period tax losses {E) | ) 0.00 (31-95) (=) ] 5 (L)

_Tax Rates (F) 34.94% | 25.17% 25.17% 25.07% | 25.17%
Tax (E*F) . - - - | - - | 2

48.3 The Authority noted that AAl had incurred losses during FY 2018-19. FY 2020-21 and FY 2021-
22 and earned profit during the FY 2019-20 and FY 2022-23 of the First Control Period, which
had been set off with the losses incurred in the previous Financial Years. The Authority proposed
to consider Aeronautical Tax as Nil for true up of the First Control Period, as shown in Table 23.

Stakeholders’ comments on True up of Taxation for the First Control Period
No comments were received from the Stakeholders on true up of Taxation for the First Conirol
Period.

Authority’s analysis on stakeholders’ comments on true up of Taxation for the First
Control Period

The Authority notes that no comments were received from the Stakeholders regarding true up of
Taxation for the First Control Period.

The Authority has recomputed the taxation based on Aeronautical Revenue as per Table 26 for
true up of the First Control Period. The same is shown below:

Table 24: Taxation decided by the Authority for the First Control Period

) fin £.Crores)
FY . Total

; FY FY FY FY
Particulars 00 | ze1920 | 202021 | 202022 | 202223

Revenue (A)

Aeronautical Revenue (refer 49.48 103.82 52.22 64.21 109.25
Table 26) a

Total (A) 4948 | 10382 5222 64.21 10925 | 378.98
_Expenses (B)
Q&M expenses (refer Table 21) | 74.00 | 87.93 !,_ 70.12 0.2 [ 75.83 | 378.10

=
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Particulars

FY
2018-
19

FY -
2019-20

FY
2020-21

FY
2021-22

FY
2022-23

Total

Depreciation {as per Income Tax
Act, 1961)

12.14

13.34

13.60

14.65

18.71

72.44

Interest on Working Capital

0.92

0.30

1.22

Total (B)

§7.06

101.26

83.72

85.17

94.54

45175 |

Profit /Loss (C=A-B)

(37.58)

2.56

Set off of prior period tax
losses (D)

(2.56)

(31.50)

(20.96)

14,71

(14.71)

(7277}

(17.27) |

Profit/ Loss after set off of
| _prior period tax losses (E)

(37.58)

(31.50)

| Tax Rates (F)

34.94%

25.17%

25.17%

(20.96)

_ _(90.04)_:
|

25.17%

' Tax (E*F)

4.9 True up of Aeronautical Revenue

4.9.1

[nternational Airport, which is as follows

AAI had submitted the actual Aeronautical revenue for the First Conirol Period for Bhubaneswar

Table 25: Aevonautical revenue submitied by AAL for Bhubaneswar International Airport

(¥ Crores)

Particulars

FY
2018-19

FY
2019-20

FY
2020-21

FY
2021-22

FY
2022-23

Total

Parking & Housing charges

Parking & Housing charges

0.04

0,22

0.72

0‘33. ] o ]

1.56

PSF and UDF charges

PSF Domestic

0.01

16.11

PSF [nternational

-

0.79

UDF Domestic

31.44

40.03

70.56

208.85

UDF International

(222

0.00

0.09

2.03

Landing charges

Landing Domestic

15.22

18.80

29.42

108.85

Landing Intemational

0.18

0.02

0.01

1.93

Other revenue

T

Extension of Walch Hours

0.01

=
f =]

0.01

CUTE charges

3.5%

3.20

1.41

1.76 |

3.78

13.74

Fuel Throughput Revenue

3.43

25T

6.00

Ground Handling Revenue

1.40

0.94

0.53

0.48 |

1.62

4.98

0.56

0.56

0.48

0.74 |

0.64

298

Cargo Revenuye

Land lease to Oil companics

1.40 |

1.32

133 |

k]

1.71

7.08

Land lcase to Ground
Handling

0.30

- 0.05

0.21

0.20

0.30 |

1.05

Total

48.88

103.24

§1.77

63.69

108.40

375.98

492 The Authority reviewed the Aeronautical revenue submitted by AAT with the Audited figures for the
Financial Years (FY 2019 to FY 2023) and noted no deviations. Therefore, the Authority proposed to

=
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consider the Acronautical revenue as per Table 25 for True up of First control period.

Stakeholders’ comments on True up of Aeronautical Revenue for the First Control Period
493 No comments were received from the Stakeholders on true up of Aeronautical Revenue for the First

Control Period.

Authority’s analysis on stakeholders’ comments on true up of Aeronautical Revenue for

the First Control Period

494  The Authority notes that no comments were received from the Stakeholders regarding true up of
Acronautical Revenue for the First Control Period.

4.95  As stated in para 4.6.6, the Authority has considered Space Rental (from Airlines, ete.) as part of
the Aeronautical Revenue and the same is shown as follows:

Tuble 26 : Aeronautical Revenue decided by the Authority for the First Control Period

{in TCrores)

Particulars

FY
2018-19

FY

1 FY

2020-21

FY
2021-22

FY
2022-23

Total

Parking & Housing charges

Parking & Housing chargcs

0.04

072 |

0.35

0.26

-| PSF and UDF charges

PSF Domestic

15.29

0.01 |

16.11

_PSF International
UDF Domestic

0.73

31.44

40.03

70.56

0.79
208.85

UDF International

0.22

0.00

0.09

203

Landing charges

Landing Domestic

15.22

18.80

29.42

108.85

Landing International

0.18

0.02

0.0t

1.93

Other revenue

Extension of Watch Hours

0.01

0.01

CUTE charges

358

3.20

1.41

1.76

3.78

13.74

Fuel Throughput Revenue

3.43

2.57

6.00

Ground Handling Revenue

1.40

0.94

0.53

0.43

1.62

4.98

Cargo Revenue

0.56

0.56

0.48

0741

0.64

2.98

Land lease to Oil companics

1.40

1.32

1.33

1.33

1.71

7.08

Land lease to Ground
Handling

0.30

0.05

021

0.20

0.30

105 |

Tofal (A}

48.88

103.24

51.77

63.69-

108.4

375.98 |

Add: Space Rental collected
from Airlines (B)

0.60

0.58

0.45

0.532

0.85

3.0 |

(A+B)

Total Aeronautical revenue

49.48

103.82

52.22

64.21

109.25

378.98

4.10 True up of Aggregate Revenue Requi'rement (ARRY) for the First Control Period

4.10.1 Based on the above factors and the regulatory building blocks discussed under the above séctions.
the Authority had derived the ARR for true up of the First Control Period which is enumerated in

/)
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Table 27: ARR proposed by the Authority for True up of the First Control Period at the Consultation
Stage

(¥ Crores)

Particulars

FY
2018-19

FY
2019-20

FY

2020-21

Average RAB (refer
Table 12}

108.83

115.55

118.12

FY

2021-22

124.76

2022-23

FY

Total

162.65

13.60%

13.60%

13.60%

13.60%

13.60%

| FRoR (refer Table 13)
Return on Average RAB

14.80

15.71

16.06

16.97

22,12

| Depreciation (refer Table 11}

Q&M expenses { es (refer Table 21) =

12.64 |
74.00

1335
87.93

13.98 |
70.12

14.67 |

14.94

70.22

| Tax_
" Interest on Workmg Capltal

75.83

094

0.32

Add: Under recovery of Pre-
Control Period (FY 2016-17 and
| FY 2017-18) *

106.17

Gross ARR

208.54

100.16

I "NAR (refer Table 14)

32.15

15.58

| Less 30% NAR

9.65

4.67

Net ARR

198.89

95.49

Acwual Aecronautical Revenue

|_(refer Table 25)

48.88

51.77

Under/ (Over) recovery of First
Control Period as on March 31,
| 2024

Discount Factor (@13.60%)

43.72

147

Under/ (Over) recovery of First
Control Period as on March 31,
2024

64.09

True vp of Under Recovery of
First Control Period as on March
31.2024 p

387.86

*Limder recovery af First Condral Period ras been obfmined from Tabfe 56 of fhe Tar:l.u‘ Crder No. 46/ 2018-19 for
Hhubaneswar ternarional Airport for the Fiee Conrl Period,

4.10.2 The Authority had re-computed the under-recovery of T 387.86 Crores in the First Control Period and
proposed to readjust the same in the ARR computation of the Second Control Period,

4.10.3 The variation between the ARR proposcd by the Authority and that claimed by AAT are attributable to

foltowing factors:-

i. Non-consideration of Financing Allowance cldimed by AAI of i 16.65 Crores.
ii. Determination of FRoR as 13.60% as agamst 14% claimed by AAL

iii. Rationalisation of O&M expenses like CHQ/ RHQ expenses, Admmlstratlon expenses etc.
amounting to T 35.83 Crorés.
"Stakeholders’ comments on True up of Aggregate Revenue Requirement (ARR) for the
First Control Period
4.10.4 No comments were received from the Stakeholders on true up of Aggregate Revenue Requirement
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(ARR) for the First Control Period.

TRUE UP OF THE FIRST CONTROL PERIOD

Authority’s analysis on stakeholders’ comments on true up of Aggregate Revenue
Requirement (ARR) for the First Control Period

The Authority notes that no comments were received from the Stakeholders regarding true up of
Aggregate Revenue Requirement for the First Control Period.

Based on the changes in the regulatory building blocks (as discussed in the previous sections), the
Authority has recomputed the ARR for the True up of the First Control Period. The same is given

in the below table :

Table 28: ARR decided by the Authoritv for the First Control Period

{in T Crores)

Particulars

FY
FY
200E | 20920

FY
2020-21

2022-23

FY | Tota

Average RAB (refer
Table 12)

108.83 | 115.55

1812

162.65

FRoR (refer Table 13)

b

13.60% | 13.60%

13.60%

13.60%

Return on Average RAB

(c} = (a) *{b)

1480 1571

16.06

22.12

Depreciation (refer Table 11)

{d}

O&M expenses (refer Table
21y

(e)

1 12641 1335

7400 | 8793

13.98

14.94

70.12

75.83

Tax (refer Table 24}

()

| Add: Under récovery of Pre-
Control Period (FY 2016-17
and FY 2017-18) *

Interest on Working Capital

T

(h)

Gross ARR

(= (ct+d+e+
f+ p+h}

NAR (refer Table 16}

Less 30% NAR

@

Net ARR

(k) =(i- i}

Actual Aeronautical Revenue
{refer Table 26}

0]

Control Period as on March 31,
2024

Under/ (Over) recovery of First

Discount Factor ((@13.60%)

Under/ (Over) recovery of First
Control Period as on March 31,
2024

First Control Period as on

True up of Under Recovery of |

March 31, 2024

4.11 Authority’s decisions regarding True up of the First Control Period

Based on the material before it and its analysis, the Authority decides the following with respect to true
up of the First Control Period for Bhubaneswar International Airport:

- Ll TS
Order No. 35/2023-24 for Bhubaneswar futermaliomml Afrpars

Page 54 of 149

e



4.11.1

TRUE UP OF THE FIRST CONTROL PERICD

To consider capital additions as detailed in Table 10 for true up of the First Control Period.

4.11.2 To consider Aeronautical depreciation as mentioned in Table 11 for true up of the First Control Period.
4.11.3 To consider RAB as per Table 12 for true up for the First Control Period.
4.11.4 To consider FRoR as per Table 13 for the purpose of true up of the First Control Period.
4:11.5 To consider the Non-aeronautical revenues as presented in Table 16 for the purpose of true up of the
First Control Period, .
4.11.6 To consider the O&M expenses as detailed in Table 21 for the purpose of true up of the First Control
Period.
4.11.7 To consider Taxation as per Table 24 for true up of the First Control Period for BIA.
4.11.8 To consider actual Aeronautical revenue as per Table 26 for true up of the First Control Period for BIA.
4.11.9 To consider ARR and Under-recovery as detailed in Table 28 for true up of the First Control Period for
BIA and readjust the shortfall in the Second Control Period.
Order No. 35/2023-24 for Hn'-lm'unr.'.'n'.-.n_' Tniérnatinnal Aa'n:'lr ¥ Page 55 of 149
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5 TRAFFIC FOR THE SECOND CONTROL PERIOD

5.1

International Airport

5.1.1

Tuble 29: Historical passenger and ATM n'q;:‘ﬁc at BlA (in mimbers)

AAl's submission on Traffic for the Second Control Period for Bhubaneswar

The historical passenger trattic’ and ATM at the Airport has been shown in the table below:

Domestic
Passengers

International
Passengers

Total
Passenger
traffic

Domestic
ATM

International
ATM

Total ATM

2011-12

12.53,263

12.53,263 |

14,672

14.674

2012-13

13.89,552

13.89.552

13,883

2003-14

2014-15

13,35,832

13:35,832)|

11,752 |

14.93,342

14,93,359 |

12,506

13,883

11.752

=

12.512

2015-16

18,78,559

16,173

18,94.732 |

14,032

14.036

2016-17

23,03,623

28810

23,32,433

17,071

17.078

2017-18

31,58916

91,719

32.50,635

22,532

23,155

| 2018-19

40,6441 1

94,320

-41,58,731

29.702

30.390

2019-20

36.01.359

70,887

36170086 |

27,308

27.931

| 2020-21

15.65.656

6,277

[ S

14,174

91

14.265

2021-12

21.35,877

16

21,35,893

19,397

20

19417

| 2022-23

36.24,905

36!

36.24,941

30.714

31

30.745

The traffic growth rates

follows:

Tuble 30): T}'aﬂic growrh rates and traffic proposed by 441

Year

Hl

and traffic as submitted by AAI for the Second Control Period are as

Combined

Growth rates (based on FY 2023-24)

2023-24

17.84%

2024-25

20.00%

19.09%

10.23%

19.90%

8.05%

8.77%

15.00% |

14.96%

2025-26

16.00%

19.00%

15.94%

12.00%

11.99%

2026-27

16.00%

10.00%

15‘95% |

12.00%

11.99%

2027-28

11.00%

10.00%

10.99% |

13.00%

10.06%

Traffic

2023-24

42.71.754

45.360

43.17.114

33,188

33440

2024-25

51,26,105

50,000

51,76.105 ]

38,167
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| 2025-26 59,46,282 55,000 60,01,282 42,746 306 | 43,052
2026-27 68,97,687 | 60,500 69,58,187 47,876 | 336 | 48212
2027-28 76,56,432 66,550 77,22,982 52,664 370 | 53,034

——

5.1.3  AAI had submitted that the passenger traffic and aircraft movement projections were based on past
trends, econometric and regression analysis, and various economic factors including policy framework.

5.2 Authority’s examination regarding Traffic for the Second Control Period at the
Consultation Stage

5.2.1 As part of its examination of AAD’s forecast of traffic at BIA, the Authority calculated Compounded
Annual Growth Rate, or CAGR, for passenger traffic and ATM from FY 2018-19 to FY 2022:23 (5-
year CAGR) and FY 2019-20 to FY 2022-23 (3-year CAGR).

The Authority noted that 5-year and 3-year CAGR of International passenger and ATM was
significantly low due to the downfall in international passenger and ATM as explained in para 4.3.3.
The CAGR details 50 computed have been provided in the table below:

Table 31: CAGR for pussenger traffic and ATM

| CACGR

Passengers:
Domestic -2, 82"4 ) 33%
| International : 3602 97.75%
Total Passenger Traffic -3.38% 0.65%
[ ATM: 2.
| Domestic 0.34%] 6.05%
| International ; -53.93%) 77.69%
| Total ATM = 0299 4.92%

The Authority had noted the wide variation in traffic in the recent past, which caused CAGR for 3-year
period to be the highest for Domestic Air Traffic Movement, ;

The Authority noted that AAl had projected growth of 70% and 125% in domestic passenger traffic and
international passenger traffic respectively for FY 2022-23 {over previous financial year). Similarly, a
growth of 58% and $5%. respectively in domestic ATM and h!ltmlﬂmﬂ “ATM for FY 2022-23 (over
previous financial year) had been projected by AAL

AAI assumed the traffic volume to increase in FY 2023-24 and had projected a growth of 18% in
domestic passenger traffic. Likewise, AAI had projected a growth of 8% in domestic ATM in FY
2023-24.

The Authority noted that the domestic passenger traffic and ATM of FY 2022-23 had surpassed the pre-.
COVID levels of FY 2019 -20. Further, month wise passenger and ATM fraffic for the period Apnl
2023 to September.2023, is shown as follows:
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Tabie 32: Actual Passenger and ATM traffic for FY 2023-24 (YTD Sep 23)

Passenger ATM

Year Domestic Internutional | Combined | Domestic | Intermational | Combined
| Apr-23 3,82,885 8| 38283 3,060 8 3,068
| May-23 3,93,463 NEN [ R I sl 2,990
| Jun-23 3.96,354 9,158 | 405512 2,383 S 2,940
| Jul-23 3,55,778 7798 | 3.63,576 2.824 61 2,885
Aug-23 3,67,088 8,044 |  3,75,132 2,389 2,946 |
| Sep-23 3.63,840 8431 | v 2,380 61 | 2,941

The Authority had analyzed the movement of the international passenger traffic and observed a positive
trend starting from April 2023 due to the initiation of international operations by Indigo Airlines in
destinations such as Dubai, Singapore and Bangkok. The Authority also noted that there had been a
slight dip in Passenger traffic of BIA in July 2023, which had then recovered in August 2023. Based on
the movement of passenger traffic and ATM for YTD September 2023, the Authority had derived the
projected traffic for the FY 2023-24, which has been shown in Table 33.

Computation of revised traffic forecasts by ti_le Authority, considering the impact of
COVID-19 pandemic

The revised traffic forecasts had been computed l::.r thie Authonty, after considering the study and
analysis by the following agencies regarding the impact of COVID-19 pandemic on the Aviation
sector;

Airport International Council (ACT)

ACI in its recent report had analysed air travel outlook revealing global passenger traffic expected
to recover from the impacts of COVID-19 pandemic in early 2024 as it reaches 9.4 billion
passengers:

While the Asia-Pacific region is expected to have a substantial jump in passenger traffic in the
first half of 2023 along with the ongoing opening of the Chinese market, its recovery is predicted
to slow down significantly in the second half of the vear due to challenges in overseas tourism and
looming econonic concerns. The region is expected to réach approvimately 3.4 billion passengers
in 2024, or 99.5% af the 201 9 fevel,

Global passenger volume in 2023 is expected to reach 8.6 billion passengers, which is 94.2% of the
2019 level.

The year 2024 is expected to be a milestone for global passenger traffic recovery as it reaches 9.4
billion passengers, surpassugg the year 2019 that welcomed 9.2 hillion passengers (I 02.5% of the
2019 level).

The gap between the Business as Usual (BAU) forecast from 2019 and the CUrrent recovery

projections reveal that the percentage of lost traffic continues to decrease on a quarterly basis, from
-23%'in Q1 2023 to -13% in 04 2024,

The Latin America-Caribbean region is forecasted to be the first vegion to surpass its 2019 level. In
2023, the region is estimated to reach 707 million passengers, or 102.9% of the 2019 level.

-
o
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International Air Transport Association (IATA)
[ATA in its report on September 9, 2023 had announced the air travel recovery continued through

July 2023:

Total traffic in July 2023 (measured in revenue passenger kilometers or RPKs) rose 26.2%
compared to July 2022, Globally, traffic is now at 95.6% of pre-COVID levels.

Domestic traffic for July rose 21.5% versus Julv 2022 and was 8.3% above the July 2019 results.

July RPKs are the highest ever recorded, strongly supported by surging demand in the China

domestic market.

Intemational traffic climbed 29.6% compared to the same month a year ago with all markets

showing robust growth, fnternational RPKs reached 88.7% of Julv 2019 levels. The passenger load

factor (PLF) for the industrv reached 85.7% which is the highest nionthly international PLF ever

recorded,

Conclusion on traffic forecasts based on the above assumptions

5.2.10 Considering the extraordinary adverse impact of COVID-19 pandemic on domestic and

Sl

SEINP:

international air travel, the Authority had taken into consideration the forecast/data published by
ACI and [ATA cited in para 5.2.8 and 5.2.9 above for amriving at the revised traffic projections.

In the Authority’s opinion, with the gradual revival of the economy, measures taken by the Gol to
make the air travel safe along with easing of air travel by various countries, the aviation industry
was expected to recover at a better pace in the next few years.

The ‘Authority noted that AAI had projected the growth rate of 16% for passenger traffic and 12%
for ATM for the FY 2023-24 to FY 2027-28 in its MYTP. The Authority took cognizance of the
rebounding of domestic passenger traffic in FY 2022-23, wherein the passenger traffic and ATM
had surpassed the pre-COVID levels of FY 2019-20 and the positive trend in the growth of
passenger traffic in FY 2023-24 (April 2023 to September 2023, as shown jn Table 32). Further,
with the commissioning of Link Building connecting T1 and T2, the Authority was of the view that
Bhubaneswar International Airport would be able to handle higher passenger traffic in the Second
Control Period. 3

Based on the above factors, the, Authority found the traffic projections of AAI for BIA to. be
reasonable and proposed to consider the same for the Second Control Period.

The traffic growth rates and the corresponding traffi¢ for passongers qml:l ATM as considered by
the Authority for the Second Control Period has been given in themble below: :

Table 33. Traffic proposed to be considered by the Authority for the Second Control Period at C onsufmtfon

i

Stage
|
FY FY F¥ | FY FY |
[ oy Wi e e 201324 | 202425 | 103526 | 202627 | 2027-28 | TS
As submitted by AAI for BIA 42.72 51.26 5946 | 6898 | 7656 | 298.98
As proposed by the Authority 272 5126 | 5946 | 6898 | 7656 29898
Y-0-Y growth of Domestic PAX o 3 = =il
submitted by AAI for BlA A st | L | e |
Y-0-Y growth of Domestic PAX proposed | | A S
B e AT 20% 16% 16% | 1%
3 FY FY FY FY FY
I g Raseneerp n ags) A Sl el | el
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As submitted by AAl for BIA

0.50

0.55

0.61

0.67

As proposed by the Authority

0.50

0.55

0.61

0.67

Y-0-Y growth of Intemational PAX
submitted by AAI for BIA

11%

10%

11%

10%

Y-0-Y growth of International PAX

proposed by the Authority

1%

10%

I
1% |

10%

Total p;nssengers (in Lacs)

FY FY
2023-24 2024-25

FY
2025-26

FY
2026-27

FY
2027-28

Total as per AAI's submission for BIA

|
43.17 | 51.76

60.01

69.59 |

V2|
|

Total (Domestic and International)
proposed by the Authority

k|| St

60.01

|
69.59

[

77.23 |

Y-0-¥ growth of total PAX submiited by
AAL for BIA

|
1 20%

16%

16%

1% |

Y-0-Y growth of total PAX proposed by
the Authority

20%

16%

|
16%

11%

Domestic ATM (in "000)

FY
2024-25

FY
2023-26

FY
2026-27

FY

Domestic ATM submiued by AAI for BIA

38.47

42,75

47.88

Domestic ATM proposed by the Autherity

38.17

42.75

47.38

Y-0-Y growih of Domestic ATM
submitied by AAl for BIA

15%

2%

12%

Y-0-Y growth of Domestic ATM
proposed by the Authority

15%

12%

12%

International ATM (in "000)

FY

FY
2025-26

FY
2026-27

FY
2027-28

International ATM submitted by AAI for
BIA

0.31

0.34

0.37

International ATM proposed by the
Authorily

031

0.34

© 0.37

Y-0-Y growth of Intemational ATM
subrnitted by AAI for BIA

11% 7

0%

9%

Y-0-Y growth of Intemational ATM
proposed by the Authority

11%

(71
1 B

sl

10%

9%

Total ATM (in “000)

FY
2023-24

FY
2025-26

FY
2026-27

FY
2027-28

Total ATM {Domestic and Intcmational)
as per AAI's submission for BIA

33.44

43.06

48.22

53.03

Total ATM {Domestic and Tntemational)
proposed by the Authority

43.06

53.03

Y-0-Y growth of total ATM submitted by
AAI[ for Bla

12%

10%

Y-0-Y growth of total ATM proposed by
the Authority

12%

10%
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TRAFFIC FOR THE SECOND CONTROL PERIOD

5.2.14 The Authority proposed to true up the traffic as per actuals achieved during the Second Control
Period at the time of determination of tariff for the Third Control Period.

53 Stakeholders’ comments on Traffic for the Second Control Period

5.3.1 During the stakeholders’ consultation process, the Authority has received comments/ views from
various stakeholders in response to the proposals of the Authority in the Consultation Paper No.
22/2023-24 with respect to Traffic for the becond Control Period. The comments by stakeholders
are presented below:

Other Stakeholders’ comments on Traffic for the Second Control Period

5.3.2  FIA has commented the following:

Para 5.2.10 and Table 28 of CF

“While we appreciate that AERA has computed the traffic forecast after considering the forecasted data

published by ACI and IATA (refer para 5.2.8 and 5.2.9), we request AERA to kindly conduct an
independent study, which may also include demand drivers that may not have been part of report issued
by IATA and ACI India.

We would also like to draw the attention of the Authority, that the trends in the recent post pandemic
times may not be a reasonable benchmark, whether be it of passengers or traffic, as economic factors
such as inflation or market demand / prices may not continue in the same rate or trend in the future, as
the same are due to unusual factors including but not limited to the geo-political causes etc.

Hence, we request that the Authority may kindly take the same into consideration and appoint

independent consultants to evaluate the same while finalising the projected Annual Traffic Movement
and passengers.”

54  AAD’s responses to other stakeholders’ comments on Traffic for the Second Control
Period

5.4.1  AAI has responded to FIA's comments as under:

“Projection of traffic forecast is carvied out by the AAI specialized cell i.e. CP&MS Deptt. which has
carried out prajections of traffic on real time survey and data analysis.”

5.5  Authority’s analysis on stakeholders’ comments on Traffic for the Second Control Period

5.5.1  The Authority has examined the comments of FIA on eonducting an independent study on. the
iraffic projections; which may al=o include demand drivers. The Aulhunw is of the view that the
requirement for an independent study on' traffic projectiens dl.-punda supon the size, scale and
complexity of operations at the Airport. Further, AERA has in-house capacity to do the traffic
assessment for smaller airports.

Further, the Authority through its Independent Consultant, has examined the actual passenger
growth in the initial tariff years (FY 2023-24) and also the recent trends in passenger traffic (YTD
September 2023) and has accordmgly projected traffic for the remaining tariff years in the Second
Control Period. Moreover, AAI has informed that projection of Traffic Forecast is carried out by
the AAI's specialized cell i.e, CP&MS Department (refer para 5.4.1).

However, traffic projections for the Second Control Period will be trued up, based on actuals,
while determining tariff for the next Control Period. -

Based on the above factors, the .-"-.ulh::-Eiu-.hu*: decived traffic projections for the Second Control

I
—_— e [ S = ——rr—— = =
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TRAFFIC FOR THE SECOND CONTROL PERIOD

Period and sees no reason to deviate frorm the proposal made by it at the Consultation stage.
Authority’s decisions regarding Traffic for the Second Control Period

Based on the available facts and analysis thereupon, the Authority decides the following with regard to
traffic forecast for the Second Control Period:

To consider the ATM and passenger traffic for the Second Control Period for Bhubaneswar
International Airport as per Table 33.

To true up the traffic volume (ATM and passengers) on the basis of actual traffic in the Second
Control Period while determining tariff for the Third Control Period,
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CAPITAL EXPENDITURE (CAPEX), DEPRECIATION AND REGULATORY ASSET BASE (RAB) FOR THE SECOND
CONTROL PERIOD

6 CAPITAL EXPENDITURE (CAPEX), DEPRECIATION AND REGULATORY ASSET
BASE (RAB) FOR THE SECOND CONTROL PERIOD

6.1 Background
6.1.1 The Authority had presented its analysis on this chapter in the following order:
* Allocation of Gross black of assets in to Aeronaiitical and Non-aeronautical.
+ Capital expenditure proposed for Second Control Period
« Depreciation for the Second Control Period
* Regulatory Asset Base for the Second Control Period
6.2 Allocation of Gross Block of Assets into Aeronautical and Non-acronautical

6.2.1 AAI had submitied for Bhubaneswar International Airport the following allocation of gross block of
assets as on April 1, 2023, between Aeronautical and Nen-acronautical services:

Table 34: Allocation of opening gross block of assets as'on-}?!l,'brii 1, 2023, between Aeronautical and Non-
aeronautical as per AAI
(% Croves)

ANS)

A=
B+C+D+E

Land Freehold =
Land leasehold -

Runways. Taxiways. Apron | 142.75
Bu'lldmg Freehold. Road, 4733
Bridge
Building Freehold. Terminal 90.63
Building Frechold. 0.25
Temporary :
Building Freehold.
Residential 13.63
Boundary Frechold. Security?5? - = 0.52
Fencing AF N 8.
Boundary Freehold.

Dperational 6.39
[Boundary Frechold.
Residential

o Apoliances
Computer: END USER 0.86
DEVICES -

Computer Software 0.46
Office Appliances.
Computer: SERVERS & 0.80
NETWORK

Plant & Equipment Freehold 30.61 - 045 0.04

B e AU ICol 23.02 0.00 0.08| 0.0i
Equipment

Difice Fumiture 3.43 ={-0.00 -

347
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Asset Category

Total Assets
(Inclusive of
ANS)

ANS

Non- | Pure
| Aero | Aero-
Agsets

Common
Assets

Common an

Non-
Aero

Aero

cal
Assets

%

Aeronautical

Vehicles Freehold. Others

238

0.17| P

D

93%

[Electyic installation
ttice Appliances. Others

75.20

2,46/ 64.56

8.19

743 0.76

71.99

96%

2.09

0.18] 0.02

0.28

- 0.26| 0.02

Lt

[Furniture & Fixtures: Other
han Trolley

3.38

0.18] - 2.70

0.50

0.44 l 0.06

3.4

0%
93%

Furniture & Fixtures:
Trolleys

.09

1.09

Plant & Equipment-X.BIS

20.92

20,92

.09
20.92

100%
100% |

Vehicles Frechold. CFT &
Fire Fighting

[8.47

-1  [8.47

Total

487.74

15.36

9.12| 394.81

o

68.44|

62.87

557|

18,47

457.68

100%
94%

Authority’s examination of allocation of Gross block of assets into Aeronautical and Non-
aeronautical at Consultation Stage

6.2.2 The Authority noted that the common assets within the Terminal Building had been apportioned to

Aeronautical and Non-aeronautical activities by AAI for Bhubaneswar Intemational Airport in the
Terminal Building ratio of 92.47%:7.53% for the First Control Period. However, as stated in para 4.4.6,
the Authority proposed to consider Terminal Building ratio of 92%:8% (Aeronautical : Non
Aeronautical) for allocation of assets of BIA for the First Control Period,

As mentioned under para 4.4.7 (under True up of Capital Expenditure). the Authority had not allowed
Financing allowance of ¥ 16.65 Crores, capitalized by the AO during the First Control Period. Therefore,
the above Financing allowance which had not been allowed by the Authority was adjusted against the
respective assets such as Apron, Terminal Building and Plant and Machinery and the same is provided
in Table 35 below.

Based on the above observations, the Authority had presented the allocation of Gress Block of assets as
on April 1,2023 between Acronautical and Non-aeronautical as per table below:

Table 35: Allocation of Opening Gross Block of Assets as on April 1, 2023 between Aeronautical and
Non-aeronautical proposed by the Authority at Consultation stage

{¥ Croves)

-y T — — - = e - pmw gEm-
Total Common
Non-

“Asse.ts ANS | Aero Assets
jum ‘Assets | Asset ||

24 . | Aero
AN T

%

Asset Category Non-

Aeronautical
| Aero =

——

A=
B+C+D+

Land Fn.chold

Land ICdsehold

Runways, Tamways Apron

B
Building Freelold. Terminal

Building Freehold. Road, Brldoe ] _-_..

2.85

98%
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Total Pure Common =i
. Assets Assets Total | .
{(Inclusiv s ot Aero

Tir Assels nautical Nond Asset§

Aero
ANS) Assets Aero

%

Asset Category =
Aeronautical

Building Frechold. Temporary - 0.25 - 0.25| - -| 035 100%
Building Freehold. Residential 13.63 ] ; 957 2. : b §1.93 87%
Boundary Freehold. Security |
Fencing

Boundary Frechold. Operational 6.39 . 6.35 | - 3 g 6.37 100%
Boundary Freehold. Residential 3.47 - 347| - 3.47 100%
Office Appliances. Computer: '
END USER DEVICES
Computer Software 0.46 0.44 ] 0.4 95%
Otfice Appliances. Computer: |

SERVER"; periiy OR‘;( 0.80 0.75 | e o 94%
Plant & Equipment Freehold 30.61 24.43 045 0.04 24.87 8%
Plant & Equip. Tools &
Equipment 42
Office Furniture e Ll L 348] -~ | . 3.48 100%
Vehicles Freehold, Others 2.39 2.22] S I 93%
Electric installation 74.89 64.24 | 741 0.78] 7165 96%
Oflice Appliances, Others 2.09 | X 0.26| 0.02 1.87 90°%
Fumiture & Fixtures: Other Than 138 270 0‘M_| 0.06 314 93%
Trolley | |

Furniture & Fixtures: Trolleys 1.09 -1 0, 1.09 - | 1.09 100%
Plant & Equipment-X.BIS 20.24 - 20.24 | -] 200 _100%
. |Vehicles Freehold. CFT & Fire '

0.52 3 0.52 i : 0.52 100%

|
0.86 0.83 | - - 0.83 7%

23.02 22.60 0.08 | 0.0l 2268 99%

18.47 - : I8‘47~! : A e = ) 100%

Total 47109 1536 9.12| 378.18| 68.44 62.(1I| 5.83 | 440.78 93.57%

In view of the above, the total Gross block of Aeronautical assets had been worked out as on April 1,.2023
was X 440.78 crores {which excluded Financing Allowance of T 16.65 Crores).

AAI’s submission on Capital Expenditure (CAPEX), Depreciation and RAB for the Second

Control Period B
6.3 Capital expenditure for the Second Control Period

6.3.1 AAI had proposed capital expenditure of ¥ 1,738.22 Crores for the Second Control Period for
Bhubaneswar International Airport, which had been summarized in the table below:

Table 36 Summary of Capital Expenditine projects stbmitted by A4l for Bhubaneswar fnternational ~
Airport for the Second Control Period
: {in Crores)

No. I Particulars Amount

| Building- Terminal 339.14
| Runways/taxiways/Aprons 108.87
Electrical Installations-Non Solar : 473,78
Electrical Tnstallations-Solar 41.24
| Other Buildings 29 52

=2 o S
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Particulars Amount l
Plant & Machinery 15.62

| Roads, Bridges & Culverts 405 |
Tools & Equipment (.66
X Ray Baggage Sysiem 3.70
Capital expenditure proposed for the Second Control Period 1,516.57

IDC ) - - S, [y F]

| Financing allowance (FA) 221.65

i Total (including FA) 1,738,22

Authority’s examination of Capital Expenditure (CAPEX) for the Second Control Period
at Consultation Stage

6.3.2 The Authority while analyzing the Aeronautical Expenditure proposed by AAI for the Second Control
Period, had appropriately rationalized the proposed CAPEX taking into cognizance of the essentiality
and necessity of the CAPEX which was absolutely required for the smooth operation of the Airport as
explained in the following paragraphs.

The independent consultant appointed by the Authority had visited the Airport site and evaluated each
capital item on the basis of the requirement and justifications provided by AAI.

The Authority noted that AAI had not conducted Airport Users Consultative Committee {(AUCC)
meeting with all the stakeholders, in respect of the capital expenditure proposed to be undertaken at
Bhubaneswar International Airport for the Second Control Period. However, it was noted that the
majority of the projects proposed by AAI for the Second Control Period pertained to those that were
approved in the First Control Period and shifted to the Second Control Period. The Authority expected
AAI to conduct an AUCC meeting in accordance with the AERA Guidelines, 2011 and obtained inputs
from all the stakehoiders with respect to any new CAPEX/ major revisions.to the CAPEX proposed in
the First Control Period and which was shifted to the current Control Period at Bhubaneswar
Intemmational Airport.

The capital additions proposed by AAI for the Second Control Period had been segregated into the
following categories: .

A. Capital Addition projects shifted from the First Control Period to the Second Control Period.

B. Capital Addition projects proposed by AAl for Bhubaneswar Intefational Airport for the Second
Control Period.

The Authority noted that AAl had subsequently vide email dated November 1, 2023 had revised the
projection for the following capital addition projects.

1. Construction of Isolated Aircraft Parking Posifion at’ Bhubaneswar Airpoit.

ii.  Improvements in Pavement-Turn pad

Based on the information provided by AAl, project wise capital expenditure submitted by AAl is
presented in the table below:
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Table 37: Project wise Capital Expenditure submitted by AAI for Bhubaneswar Internrational Airport for

Second Conirol Period
{in Crores)
Project
cost
Financisl Year | (includes Financin
Sy Capital Expenditure Proj of design, g At
No P L DLt Commissionin | PMC, Pre- | allowance (incL ?A‘)
g operative (FA)
expenses
elc)
A. Capital additions projects shifted from the First Control Period to the Second Control Period
Al | Runways/ Taxiways/Aprons
. Construction of Parallel taxi Track,
Rapid Exit Taxi Way and Apron for
parking of 08 nos, Code C aircraft at 2023-24 65.50 2.97 68.47
Bhubaneswar
. Package: Phase-II
il, Widening of vehicular lane on the airside
of Terminal 2 2023-24 0.50 - 0.50 |
A2, | Roads, Bridges & Culverts |
i.  Annual Contract for minor capital work
in operational area at Bhubaneswar |
Intemnational Airport. 2023-24 2.20 | - 220
{SH: Widening and strengthening of road in
operational area)
ii. Resurfacing of internal Roads of
| Residential Colony-Bhubaneswar 2023-24 0.24 - 0.24
' International Airport
A3 | Building- Terminal
i, C/oLink Building b/w Terminal T1 & T2 |
for integrated Operations using passenger
boarding bridge facility - and 2023-24 59.14 9.15 68.29
expansion/renovation work of Terminal
T2 2t Bhubaneswar
i.  Consiruction of New Domestic Terminal
(T3) Building at Biju Pataki International 2027-28 780.00 189.43 969.43
Airport. Bhubaneswar. (65% Civil} = =
A4 | Other Building el _ W B
i gonstruction of Fi_re Station category 1X 202324 13.83 B 369 17.52
& emergency medical centre-Civil work
it. Constructions of E&M workshop 2023-24 14.65 2377 17.42
iii. Provision of profile sheet canopy at VIP 3
| & TP gate at II;.PAI. Airport; Bhu%}z(meswar 20251 Uk —= '_= - 0"?’3
iv. Annual Cogtract for minor capital work oy |
in ogcr'anonal‘ area at Bhubaneswar 2023-24 0.30 L 0.30
Inictnational Airport.
SH: Construction of 07nos. of watch tower. |
v. Supply & Installation of Franuble Hut
for bird watching in Operational area at 2023-24 0.21 = 0.21
Airport Bhubaneswar
vi. Construction of 33KV ICOG Panel room
at B.P.I. Airport, Bhubaneswar. SH: 2023-24 0.20 - 0.20
{Civil Works). L T
A5 | Flectrical Installations-Non-Solar
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Capital Expenditure Project

Financial Year
of
Commissionin

Project
cost
(includes
design,
PMC, Pre-
operative
expenses

Financin

allowance

(FA)

efc)

Total
CAPEX
{incl. FA)

Const. of Fire Station category [X &
emergency medical centre-Civil work

322

C/o Link Building b/w Terminal T1 & T2
for integratled Operations using passenger
buarding bridge facility and
expansion/renovation work of Terminal
T2 at Bhubaneswar

11. Construction of New Domestic Terminal

{T3) Building a1 Biju Pataki Intemational
Airport, Bhubancswar. {35% electrical)

1v. Hangar apron illumination

2027-28

420.00

2023-24

4
0.50 |

SITC of AHF cum Hybrid APFC panel
for substation at B.P.I.  Airport,
Bhubaneswar

2023-24

|
0.30 |

i. SITC of LT Panel for commercial shops

etc. at T-I Building

2023-24

i, SITC of 2x250 KVA UPS for providing

15 minuies back up to all essentials loads |
at T1 Building.

2023-24

1.SITC of Electric car battery charging at .
T1 and T2 car parking area.

2025-26

1X, SITC of Smoke cabin for T1 and T2 I:

terminal building.,

2024-25

Re-location of CCR & Re-routing ot"
GLF cables at New CCR room with
ALCMS at B.P.l. Airpori, Bhubaneswar.

2023-24

Xi,

Improvement of-lighting for T1 terminal
building and street light

2024.25

XiI.

SITC of Energy Efficient pumps and
pump automation for BBSR Airport

2026-27

1.14

Xiil.

Replacement of cooling towers of AC
plant T

2027-28

X1iv,

SITC of prepaid electricity billing system
for all vendors at BIA

2026-27

6.00

0.25

XV.

Replacement of AC plant T1

2027-28

2.50

Xvi

i. Replacement of AHU for T1 building

2027-28

0.16

2.16

Electrical Installations-Solar

Provision of 4.0 MWp (DC} ground mounted
solar power plant at Bhubaneswar Airport

2023-24

p 41.24

6.58

SR

Total -

1,452.12

215.01

1,667.13

New Capital Addition projécts proposed by AAl for the Second Control

| Period

Runways/ Taxiways/Aprons

L.

Conversion of Category I Lighting 1o
Category Il Lighting System &
Resurfacing of Runway at BPI Airpon,
Bhubaneswar.

2024-25

Construction of Isolated Aircraft Parking
Position _at Bhubaneswar International

3

2023-24

e ——

e L v

|
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CAPITAL EXPENDITURE (CAPEX), DEPRECIATION AND REGULATORY ASSET BASE (RAB} FOR THLE SECOND

CONTROL PERIOD
- Project -
cost
S, Capital Expenditure Project Financ'::l i (‘:;;:fs e CTA‘;:;‘.IX
No Commissionin | PMC, ffre- allowance (incl. FA)
£ operative (FA)
expenses
eic)
Airport, .
SH; Civil & Electrical Works !
B2 | Roads, Bridges & Culverts !
i. Improvements in Pavement-Tumn Pad 2023-24 4.22 0.05 - 4.27
B3 | Plant & Machinery .
i.  Self-Drop Bag (Qty-2) 2023-24 0.80 - 0.80
i. NLID {(Quy-1} 2023-24 L[ - 0.12
11, Body Scanner (Qty-4) 2024-25 13.20 13.20
iv. SCCTV (Qty-1) 2027-28 1.50 : 1.50
B4 | Tools & Equipment b R A TR | e WP [
i. ETD(Qty 3+ Qty 2) 2023-24 0.36 . 0.36
ETD (Qty 3 + Qty 2) 2025-26 0.24 - 0.24
i. DFMD (Q1y-3) 2023-24 0.06 - 0.06
B3 | X Ray Baggage System
RB XBIS (Qty-5+1 Qty) 2024-25 1.75 | - 1.75
RB XBIS (Qty-5+1 Qty) 2026-27 0.35 - 0.35
HB XBIS (Qty-5+Qty 2+ Qty 1) 2023-25 1.40 : 1.40 |
HB XBIS {Qiy-5+Qty 2+ Qty 1} 2026-27 0.20 - (.20
i Total - B 72.45 6.64 79.09
: Capital exp-enditure proposed for the Second Control Period (A+Bj ;;52; = 221.65 1,746.22 |

6.3.6

The Authority’s examination of the major Capital Expenditure projected for the Second Control Pertod
had been explained in detail in the ensuing paragraphs. During the detailed analysis, the Authority noted
that there are projects which are in planning stage whereas there are other projects, wherein requisite
details are not available and for some projects the capitalization had been proposed in the last tariff year
i.e. FY 2027-28. Considering the above factors, the Authority had considered some projects on actual
incurrence basis and some projects were shifted to the next Control Period.

Al - Runways, Taxiways & Apron —

i

C aircrafi. Phase-Il

Construction of PTT, Rapid Exit Taxiway and Apron for Parking of 08 numbers of Code

The Authority noted that the projectrelating to the construction of Parallel Taxi Track, Rapid Exit
Taxiway and Apron for-parking of 8 Code C aircraft had been approved in the First Control Period
for Bhubaneswar International Airport. AAI had proposed to carry out this project in two phases.
at a sanctioned costs of T147.08 Cr. (Phase [ amounting to 65.65¢r and Phase IT - T81.43¢r). Phase
[ of the project was completed in FY 2022-23, however, the Phase I could not be executed in the

First Conirol Period.

Further. AAT had projected T 65.50 Cr. towards Civil works and electrical works in the MY TP with
respect to Phase II of the above project.-The Authority further noted that the civil work for the
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w

Phase-1] of the project had been awarded by AAI for 47.95 Cr (éxéluding GST) and the work was
in progress. The layout of the projected work, submitted by AAI isas follows:

. PROPOSED
RAPID EXIT
TAXI

EXISTING TAX|
= TO BE
DEMOLISHED

| BIP.L. AIRPORT h
BHUBANESWAR

BIP.1. AIRPORT b=
BHUBANESWAR [m =T

AR O PTT
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The Authority had derived the normative costs of Taxiway, which is as follows:

Table 38: WPI Inflution adjusted Normative rate (per Sq.m.) derived by the Authority for Taxiway for
Bhubaneswar International Airport ar Consultation Stage

Particulars FY FY FY FY FY FY FY FY FY FY
2015- 2016- | 2017- | 2018- | 2019-20 | 2020-21 | 2021-22 | 2022- | 2023- | 2024-
16 17 18 19 23 24 25
Taxiway (A) 4,700 | |
WPl Index (B)* | 109.70 | U116 | 1149 | 1198 | 1218 1. t23.4 j -
Inflation ** (D) 1.73% | 2.96% | 4.26% 1.67% | 131% | 7.14%% | 9.42% | 0.30% | 4.10%
Inflation : '
adjusted Rate | 4.700 4.781 4923 5,133 5218 5287 5.664 6,198 | 6217 | 6472
per Sa.m. (in ¥} . i
Rate per Sqm 6.860
incl. GST @ 6%
{refer Noie
below)

* Source: Office of The Ceonomic Adviser. Govemment of Tndia (hatps Vepiduastoy nic in)
** Source: Reserve Bank of India Publications ¢hitpe o rbl org in Sepipts Publicativms

® Instead of considering the inflation rate of 12.97% for FY 202[-22 (as per press release dated Aprii 18, 2022
by Depi. for Promotion of Industry and Internal Trade. Govermment of India), the Authoritv had considered
the average rare of inflation of FY 2020-21 (1.29%) and of FY 2021-22 (12.97%), which works out to 7.14%

Note: In the Order No,7/2016-17 dated June 13, 2016 on “In the matier of Normative Approach 1o Building
hlocks in Economic Regulation of Major dirports- Capital costs Regarding ™, the ceiling cost mentioned is
inclusive of taxes applicable at that time. whicl is [2%. Subsequently. GST has been introduced wherein ihe
GST rate is 18%. Hence, on the inflation adjusted novmarive cost worked out above. differential tax @ 6%
will be paid extra.

The Autherity had derived the allowable costs of the Phase II of this project, by considering the
Normative cost of Civil Works and the Technically sanctioned amount for Electrical Works and the
same was detailed in the table below: ;

Table 39: Cost of Phase Il of PTT and other works proposed by the'dutherity for Bhubaneswar
International Airport at Consultation Stage |

N

(iri TCrores)

Work Cost proposed | Cost with Normative Cost proposed to be
| byAAl' | Jgr%'le considered by the
. . . LY "J-'i L Authority '

Civil Work —s
i. Civil works above subgrade. | 65.50 Sans 53.51
i. Add cost of works below - 4,79 I 479

| subgrade -

iti. Add for Dismantling and - 0.18 0.18
' disposal- existing pavement :
Total for Civil Works (i+ii+iti} 65.50 58.48 58.48
Electrical Works 1.65* 1.65*
Total e 65.50 60.13 60113

*As per Technical Sanction
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The Authority proposed to consider X 60.13 Cr towards Phase Il of thi§ Project, as shown in Table 39
for capitalisation in FY 2024-25. The said work .was in progress and at this stage the likely completion
cost may not be ascertained. Therefore, the cost was trued up based on agtuals, subject to cost efficiency
and reasonableness, at the time of determination of tariff for Third Control Period.

ii. Widening of vehicular lane in airside of Terminal 2
The Authority observed that this work was necessitated to smoothen the two- way vehicular
movement at the airside of T2. AAI had projected the cost of thls prq] ect as %0.50cr, which the
Authority considered to be reasonable. :

A2 — Road, Bridges & Culverts:
i. Widening and Strengthening of roads in operational area

The Authority noted that the purpose of this project is to widen and strengthen some of the roads
in the operaticnal area so as to facilitate smooth the movement of crash fire tenders in the
operational area. Based on the assessment during the site visit through its Independent Consultant,
the Authority noted that the project may be completed by March 2024 and the projected costs of
22.20cr was justifiable.

ii.  Resurfacing of internal Roads of Residential Colony :
The Authority observed that this project work was needed for _s.tréngthening and widening the
roads in the residential colony to smoothen the vehicle movement, AAT had projected T 0.24 Cr
and had completed this in F¥ 2023-24. Based on the above factors the Authority considered the
cost of this project to be reasonable. -

A3 - Building- Terminal:

i.  Construction of Link Building between Terminal T1 & T2 for integrated operations using
passenger boarding bridge facility and. expansion/renovation work of T2. (includes
Electrical installation given in para AS (ii))

The Authority noted that the AQ had submitted ¥ 59.14 Cr. for Civil works and X 28.06 Cr. for
electrical works in the MYTP, towards this project which comprised constructing a link building
connecting Terminals T1 and T2 (so as to facilitate the Transfer passenger movement smaothly)
as well as modifications in T2. The capacity in the Link Building can be utilised for Domestic and
Intemnational operations. e

The Authority noted that this project was approved in the Firéf;ﬂpri‘ul Period for 287.21Cr. and
was proposed to be completed by FY 2020-21. However, this project got delayed due to Covid-19
pandemic and other contractual issues. AAI had then proposed completion of this project in
December 2023. However, the Authority based on the sit€ visit through its Independent Consultant,
noted that the works relating ta the proposed modifications ‘and renovations in T2 may be.
completed in Septémber; 2024 and therefore. proposed to consider capitalization of this project of
2 87.21Cr in FY 2024-25. e 1083

if.  Construction of New Domestic Terminal (T3) Building at Bhubaneswar International
Airport (includes Electrical installation given in para A5 (jii)) |

The Aulho_rity noted that, in the First Control f’eriod, AAI had praposed for the construction of a
New Terminal Building (T3) with an area of 78,800 sqm having-a désigned capacity of 4.25 MPPA,
which was approved by the Authority for capitalisation in FY 2022-23.

r iy
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The AAI had submitted that the project on construction of T3 could not be initiated due to COVID-
19 Pandemic and Gol's proposed to privatise the Airport (as explained in para 4.4.5 Al). AAl'had
proposed completion of this project in the Second Control Period {(in October 2027) at an estimated
cost of T 1,200 Cr. (2780 Cr. towards Civil works and ¥420 Cr towards Electrical Installations).

The Authority had examined the proposals and other documents submitted by AAI towards
construction of T3 and observed the followings:

a. AAI had submitted the praposal to MoCA for Public Investment Board (PIB) approval in
December 2019. On the directions of MoCA, AAT had updated the Detailed Praject Report
{DPR) and submitted the same to MoCA for obtaining PIB approval in December: 2020.
However, upon enquiry from AAI on various occasions, it was conveyed that the approval was
still awaited from MoCA.

b. AAI had planned to award the EPC contract by July 2024, subjected to PIB clearance and
proposed completion of the construction by July 2027 and commissioning of T3 by October
2027.

¢. The Authority noted that as per the timeline/milestones defined in the DPR, approx. 6 months
is needed for completion of the pre- award of the tender and further 36 months is needed for
completion of construction of T3, It was pertinent to note that around 3 to 6 months may be
needed for commissioning of the Terminal Building. Therefore, cumulatively a minirhum of 4
years was needed for completion of this project, after obtaining the PIB approval.

d. AAI had submitted that the combined designed capacity of T1 and T2 as 4.4 MPPA. The
Authority noted that with the commissioning of Link Building connecting T1 and T2, along
with swing gate arrangement, additional PBBs and further modifications planned in T1, the
capacity of Tl and T2 might increase further. ] i

AAI had further informed that, after addition of Link Building and reconfiguration of the
existing Terminal Building, the combined capacity (T1, T2 and T3) will be enhanced to 8.50
MPPA,;

Subsequently, AAI vide email dated December 5, 2023 had confirmed that this project oF
construction of Terminal Building (T3) was proposed to be completed and commissioned only in the
Third Control Period.

Based on the above factors and taking cognizance of the EabﬂM_ﬂhﬁil from AAl, the Authority
proposed to shift this project to the next Control Period, :

A4 — Other Building:

i. Construction of Fire Station CAT- IX and Emergency Medical Centre (includes Electrical
installation given in para AS (i) - ey A - -

AAl had proposed 213.83 Cr. for Civil works and %3.22 Cr% for electrical works with respect to
construction of Fire Station CAT IX and Emergency Medical Centre. The Authority noted that
these works were approved in the First Control Period for 217 Cr. The Authority through the site
visit by its [ndependent Consultant noted that these works had been completed but were not
commissioned due to non-completion of certain other associated works,

- AAI had proposed capitalization of this project in March 2024, which the Authority also proposed
to consider for capitalization in FY 2023-24. '

——
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Construction of E & M Workshop 1

The Authority noted that this project was approved in the First Coﬂtrol Period for 214.65 Cr. The
Authority through the site visit by its Independent Consultant noted that the works had been
completed but were not commissioned due to non-completion of.cértain other aligned works.

AAI had proposed capitalization of this project in March 2024, which the Authority also proposed
to consider for capitalization in FY 2023-24,

Other associated projects (A4 (iii) to Ad (v))

The Authority observed that there.are other minor projects proposed by AAI as part of *‘Other
Building” such as Provision of profile sheet canopy at VIP gate, Annual Contract for minor
capital work in operational area and Supply & Installation of Frangible Hut for bird watching in
Operational area totaling to ¥ (.84 Cr. The Authority noted that these are essential operational
requirements of the Airport and proposed to consider the same for éapitalizalion in FY 2023-24,

Construction of 33KV ICOG panel room - Civil Works

AAI had submitted civil work construction of 33KV ICOG panel room for Z 0.20 Crores for
capitalization in FY 2023-24. However, details of this work had not been provided by AAIL
Therefore, the Authority proposed to consider this project for capitalization in FY 2024-25.

AS5— Electrical Installations — Non-Solar
iv. Hangar Apron Illumination

The Authority noted that the Construction of Hangar was completed along with Apron and Link
Taxiway. The Authority also agreed with the view of AAI that proper lighting was needed for
performing maintenance works on the Aircraft parked on the Apron. The AAI had proposed the
illumination of Hangar Apron with LED Flood lights for % 0.50 Cr. for capitalization in FY 2023-
24. However, the work was yet to be awarded by AAI and no details regarding the same was
available with AAI. Based on the above factors, the Authority proposed to consider capitalization
of this project in FY 2024-25.

SITC of AHF cum Hybrid APFC panel for Substation

The Authority from AAI’s submission noted that installation of AHF cum Hybrid APFC panel in
Substation could improve the Power Factor and optimize the encrgy consumption. The AAI
proposed this project for Z 0.30 Cr. for capitalization in FY 2023-34. However, the Authority noted
that the work was in planning stage and no details are currenthe availalle with AAI. Based on the
above factors, the Authority proposed to consider capitalization of this project in FY 2024-25.

SITC of Low Tension LT panel for Commercial shops at T1

_ The. Authority from AALD’s submission noted: that praviding a separate Low. Tension (LT) panel.
offers advantages in terms of maintenance. safety. ﬂi:xlblhty fault lSOlaUOI'l and comphancc with
standards. It allows for a more organised and efficient managemcnt of the low voltage part of the
electrical infrastructure. The Authority noted that by providing; a separate LT panel for the
Commercial shops, the efficiency of maintenance of high voltage equnpment in the Terminal

Building could also be improved.. 1

The AAI had proposed this project for T | Cr. for capitalisation in FY 2023 -24, apportioned to

aeronautical activities in the Terminal Building ratio of 95:5. I‘Iw-u-.,r this project was under

planning stage and no details were |l'-qllint.h|1.- with AAl. Based on I!!'u. above factors, the Authority

proposed to consider L.Jrru.all...mmr] of “thiis prrfuegt in FY 14]1-1 -25 and also apportioned to
o —

~

S gl
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aeronautical activities in the Terminal Building ratio of 92:8.

" SITC of 2 x 250 KV A UPS for providing 15 minutes back up

The Authority noted that detailed estimate of this project work amounting to X 1.50 Crores was not
available with AAI and hence therefore. the Authority proposed to consider this CAPEX for
capitalization in FY 2024-25, instead ot FY 2023-24 as proposed by AAL

SITC of Electric Vehicle Battery Charger

The Authority noted that this asset of I 1.50 Crores was propoi‘.ed to be used in the Czir Parking
area and the same needed to be categorized as a Non-aeronautical asset. Therefore, the Authority
proposed to exclude this asset from RAB.

SITC of Smoke Cabin

The Authority noted that separate Smoking areas with appropriate smoke exhaust is generally
provided in the Airports. AAI had proposed Smoke Cabin amounting to X1 Cr. for capitalisation in
FY 2024-25. The Authority observed that the work had been awarded by AAI for this project for
Z0.70 Cr. and the same is reserved only for the passengers. Based on the above factors, the
Authority proposed to consider this project for 0.70 Cr. for capitalization in FY 2024-25.

Re- location of Constant Current Regulator (CCR) & Re-routing of Ground Light Facility
(GLF) cables

The Authority notcd that the subject work was an operational requircment to improve the éfficiency
of GLF. The AAT had proposed this project for T 4.50 Cr. for capitalisation in FY 2023-24.

Further, the Authority noted that AA! had awarded this werk for  3.10 Cr. with proposed
capitalization in FY 2023-24. Based on the above factors, the Authority proposed to consider this
project for T 3.10 Cr. for capitalization in FY 2023-24,

Improvement of lighting for T1 and street light

The Authority noted that AAI had proposed improvement of lighting for T1 and street light for
%0.50 Cr for capitalization in FY 2024-i5_. However, this project was under planning stage and no
detailed estimate was currently available with AAI, Considering thie essentiality of this project, the
Authority proposed to consider the same for capitalization in FY 2024-25.

SITC of Energy Efficient Pumps

The Authority observed that the subject work was for Huving: energy, which forms part of
Environment Management System. The Authority noted that AAI had proposed replacement of
water pumps with energy efficient pumps at a projected costs X1 Cr. for capitalisation tn FY 2026-
27. However, this project was under planning stage and na detailed estimate was currently available
with AAL Constdering the esseniiality of the projecy e Alithority proposed to consider the sarhe
for capitalization in FY 2026-27. ‘

Replacement of Cooling towers of AC Plant at T1

The Authority noted that AAI had proposed replacement of Cooling towers of AC Plant in T1 with
%6 Cr. capitalization in February-2028. However, this project was under planning stage and no
detailed estimate was currently available with AAL The Authority through its independent
consultant reviewed the said capital item and due to non-availability of sufficient details at this
stage, proposéd to consider 2/3rds of the total cost projected by AAI for this project for
capitalization in FY 2027-28, as this projEL‘r had bizgen proposed by AAT only in the last tariff year

Order No. 35/2023-24 for Bhubaneswar International Airport ' . Page 76 of 149

— W — e ——— ! = B ———— ri— T -5 e e e i,



CAPITAL EXPENDITURE (CAPEX), DEPRECIATION AND REGULATORY ASSE.T BASE (RAB) FOR THE SECOND

CONTROL PERIOD
J

and was currently under planning stage. The actual costs incurred by AAI during the current control
period towards this project, would be assessed by the Authority based on efficiency and
reasonableness, and trued up during the determination of tariff for the next Control Period.

xiv. SITC of prepaid electricity billing system for all vendors

The Authority observed that prepaid electricity billing system were needed for billing the
Concessionaires for the electricity used by them. AAIl had proposed .2 0.25 Cr. towards
capitalization of this asset in FY 2026-27 and the Authority proposed to consider the same.

xv. Replacement of AC Plant T1

The Authority noted that AAI had proposed for replacement of AC Plant in T1 for ¥ 2.50 Cr, for
capitalization in February 2028. However, this project was under planning stage and no detailed
estimate was currently available with AAI. The Authority through its independent consultant
reviewed the said capital item and due to non-availability of sufficient details at this stage, proposed
to consider 2/3rds of the total cost projected by AAI for this project for capitalization in FY 2027-
28, as this project had been proposed by AAI only in the last tariff year and was currently under
planning stage. The actual costs incurred by AAI during the current control period towards this
project. would be assessed by the Authority based on efficiency and reasonableness and trued up
during the determination of tariff for the next Control Period.

xvi. Replacement of AHU for T1

The Authority noted that AAl ‘had proposed replacement of AHU for Ti for T 2 Cr. with
capitalization in February 2028. However, this project was under planning stage and no detailed
estimate was cumrently available with AAL The Authority through its independent consultant
reviewed the said capital item and due to non-availability of sufficient details at this stage, proposed
to consider 2/3rds of the total cost projected by AAI for this project for capitalization in FY 2027-
28, as this project had been proposed by AAI only in the last tariff year and was currently under
planning stage. The actual costs incurred by AAl during the current control period towards this
project, would be assessed by the Authority based on efficiency. and reasonableness and trued up
during the determination of tariff for the next Control Period.

A6 — Electrical Instalations-Solar =
Provision of 4 MWP Solar Plant

The Authority noted that this project was approved in the First Gt Period for ¥ 41.24 Cr. The
Authority through the site visit by its Independent Consultant noted that the project work had been
completed and the Solar system had been commissioned in December 2022. However, the Solar
System was subject to Performance Ratio (PR) testing, which wags expected to be completed by
December 2023, The aciual cost of this Solar Plant amounts o ﬁp{ﬁm: = 2058 Cr. Based on the
above factors, the Authority proposed to consider the actual cost of the asset for capitalization in
FY 2023-24.

=

B. New Capital Addition projects proposed by AAI for the Second Control Period
Bl - Runways, Taxiways & Apron —
i. Conversion of CAT-I Lighting System to CAT-II

The Authority noted that AA1 had proposed this project for T 41 6‘:{ Cr. in the MYTP. Further, the
sanction (A/A & E/S) for this projected-had-becn granted, along wigh the project on Resurfacing of
Runway and the sanctioned amounk S ihis pmj-.'ﬂ—‘was Z 36.24 Ct. The Authority, further noted
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that works relating to Runway Resurfacing and for Conversion of CAT-I Lighting System to CAT-
IL. had been awarded separately..

However, the cost of Civil work (approx. T 7.1 Cr.) related to this project on Lighting System had
been included along with the work on Runway Resurfacing and the amount awarded towards
Electrical works for this project was 218.33 Cr. (excluding GST). Based on the above factors, the
Authority had derived the projected cost of this project as Z 29 Cr. Based on the assessment of the
project through the site visit by its Independent Consultant and the letters of work award issued by
AAl the Authority proposed to consider capitalization of this project in December 2024.

ii.  Construction of Isolated Aircraft Parking Position (IAPP) at Bhubaneswar Airport
There was no Isolated Parking bays available at Bhubaneswar airport and Runway 05 Turning
Pad had been designed as IAPP. As per BCAS guidelines every airport shall have a separate
Isolation Bay, away from the active areas. Accordingly a proper location, at South East side, had
been identified by AAl and the work had been taken up. The total area of the IAPP is 10,890 sqm
including Link Taxiway and was designed to park one B767-200(Code-D)

The Authority observed that this work had been projected by AAl for Z 6.58 Crores and the same
had been completed. Based on the above factors, the Authority proposed to consider capitalization
of this project in FY 2023-24.

B2 - Roads, Bridges & Culverts
i. Expansion of Turning Pads at both cnds of Runway 14-32

The Authority noted that for enabling the Runway suitable for operation of B777-300ER the
Turning Pads of the Runway were required to be widened. Through the site visit by its
Independent Consultant, the Authority noted that this project had been completed in FY 2023-
24 and the projected costs of T 4.22 Cr. was justifiable.

B3 - Plant & Machinery -
i. Self-Drop Bag

The Authority noted that this facility is available in al Major Airports and the same was required
for enhancing passenger convenience, reduce check - in queues and congestion. The Authority
noted that AAI had projected Z 0.80 Cr. for procurement of 2 Nos. of Self Drop Bag in the FY
2023-24. Considering it as a passenger facilitation measure, the Awthgrity proposed to consider the
same for capitalization in FY 2023-24. | =3

iii. Body Scanner

The Authority noted that BLA. was categorised as a sensitive airport and as per BCAS guidelines
Full Body Scanners (FBS) o be provided in hypersensitive and sensitive airports.

AAI had proposed to capitalize 4 numbers of FBS for X 13.20 Cr in FY 2024-25. .

The Authority was of the view that Body Scannet is a relatively neiv technology and the same can
be implemented in a phased manner. Based on the above factors, the Authdrity proposed to
consider capitalization of 2 numbers of FBS for %6 Cr (in line with the cost considered by the
Authority for other similar airports)in FY 2025-26,

iv. SCCTV ‘ g

The Authority noted that SCCTV .was an essential requiren'i-ent of Airport Security and
Surveillance. However, an SCCTV System was already available at BIA. The Authority noted that
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AAl.projected ¥ 1.50 Cr. in FY 2027-28 to procure 1 no of SCCTV and details were not available.
The Authority through its independent consultant reviewed the said capital item and due to non-
availability of sufficient details at this stage, proposed to consider 2/3rds of the total cost projected
by AALI for this project for capitalization in FY 2027-28, as this project had been proposed by AAI
only in the last tariff year and was currently under planning stage. The actual costs incurred by AAT
during the Current Control Period towards this project, would be assessed by the Authority based
on efficiency and reasonableness and trued up during the determination of tariff for the next Control
Period.

B4 — Tools & Equipment
i. Explosive Trace Detectors (ETD)

The Explosive Trace Detectors are essential security equipment in airports, as per BCAS
guidelines. AAT had projected 3 numbers of ETDs in FY 2023-24 for % 0.36 Cr. and 2 numbers in
FY 2025-26 for  0.24 Cr. However, no work order had been issued by AAIL Considering the
essentiality of the equipment, particularly at semsitive airport like Bhubaneswar and the
procurement cost of such equipment in other similar airports, the Authority proposcd to consider
the above Capital Expenditure for capitalization in FY 2024-25 and 2026 -27 respectively.

B5 - X Ray Baggage System ~
X-BIS

The Authority noted that AAT had projected 6 numbers of RB X-BIS and & numbers of HB X-BIS

in the MY TP amounting to ¥ 3.70 Crores. As a security related requirement and for the purpose of
decongestion of airport, the Authority proposed to consider the projection for 6 numbers of RB X-
BIS as proposed by AAI Also, the Authority proposed to consider 8 numbers of HB X-BIS, as
submitted by AAI for the Second Control Period.

The Authority noted that AAT for Bhubaneswar International Airport had claimed F inanéing allowance
of T 221.65 Crores, as pant of CAPEX proposed for the Second Control Period. The Authority had
-examined the AAID’s claim towards Financing Allowance in detail and the views of the Authority in this
regard may be referred to in para no. 4.4.7. Accordingly, the Financing allowance had not been allowed
by the Authority in respect of CAPEX allowed for the Second Control Period.

The Authority noted that AATL had not implemented the cestain major capital projects pertaining o
Construction of T3 (as explained in para 4.4.5), which had been shi'[_h..'.'g'_d Idl the Current Control Period
Keeping in view the delays in the execution of the approved capital projeetsithe Authority proposed to
adjust 1% of the uncapitalized project cost from the ARR / target revenue as re-adjustmeni in case any
particular capital project was not completed/ capitalized as per the approved capitalization schedule,
while determining tariffs for the next Control Period. It was further proposed that if the deldy in
completion of'the project was béycmd the tineline visa-visthe capltaluauon sthedule, die to any reason
beyond the control of AAI or its contracting agency and was properly justificd, the same would be

considered by the Authority while truing up the actual cost at the time of determination of tariff for the*

next Control Period. The re-adjustment in the ARR/ Target Revenue was to protect the interest of the
stakeholders who were paying for services provided by AAL

The Authority further noted that AAT had submitted an average Terminal Building ratio of 95.01%:
4.99% for Bhubaneswar International Airport, for the Second Control Period, based oh the actual
commercial area let out during the FY 2022-23, E-:ur apportlonment of ¢ common assets/ expenses for the

s o T = B T
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current Control Period.

Considering the passenger profile at the Airport, the Authority was of the view that the Terminal
Building ratio ot 4.99% (Non-acronautical arca to total area) was lesser as compared to the other similar
airports such as Varanasi, Amritsar, Trichy, Calicut and Raipur. Therefore, the Authority proposed to
consider the Terminal Building ratio of 92%:8% (Aeronautical: Non-aeronautical) as reasonable for
apportionment of common assets within the Terminal Building and common Q&M expenses for the
Second Control Period. in line with the optimum Non-aeronautical area allocation of 8%- 12% as
recommended by IMG norms (for airports having passenger traffic of less than 10 MPPA) and that
approved by AERA for other similar airports.

6.3.10 Tnaccordance with above, the Authority proposed the capital expenditure for the Second Control Period
as per the table below:
Table 40: Capital Expenditure (Project-wise) proposed by the Authority for Second Control Period at
Consulitation Stage

(< Crores)
Year of Capitalisation Capitalisation
. Submittedby | Submitted by | Proposed 3
S. ) P
Ne, Description of the Project AAl in revised P"’b""“d AAL in revised by ':;‘;:’g;e
MYTPandon }mhz ity | MYTPandon | Authority i)
Nov 1, 2023 Nov 1, 2023 (1) (2) !
A. Capital additions projects shifted from the First Control Period to the Second Control Period
| AL | Runways/ Taxiways/Aprons i | : E
| L Construction of Parallel taxi | i
| TrackRamalE Kot TaxiiWay and |
Apron for parking of 08 nos. e e
Code C aircraft at Bhubaneswar 208324 e 1| g0 02t S
Airport |
| Package: Phage-[1 | |
| . Wsdcnmg of v.ehlcular lane in 2023-24 f 2023-24 0.50 0.50 |
| airside of Terminal 2 |
A2. | Roads, Bridges & Culverts i
i. Annual Contract [or minor |
cupital work in operational area |
at Bhubaneswar Airport, 2023-24 | 2023-24 2.20 2.20
(SH: Widening and strengthening of T
road in operational area) | - N
ii. Resurfacing of internal Roads of | 4 R &
Residential Colony- | 2023-24 | 2023-24 0.24 0.24
__Bhubaneswar _ |
A3 | Building- Terminal : |
i.. C/oLink Building b/w Terminal {. i ]
TI & T2 tor integrated
Operations  using . passenger ol ; g
boarding bridge facility and i 2024-25 2l gl
expansion/renovation work of
Termina) T2 at Bhubaneswar 1
i.. Construction of New Domestic
5 g . THE 3 #
Tenninal (T3} Bulldmg at 2027.28 780.00 = 780.00
Bhubaneswar International . i ;
Airport. (65% Civil) | i
A4 | Other Building :
i. Construction of Fire Station 2023.24" i 112973-24 : 13.83 13.83
4 ._cr.-'"'.- “-""n.,: i
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CAPITAL EXPENDITURE {CAPEX), DEPRECIATION AND REGULATORY ASSE'IT BASE (RAB}

1

FOR THE SECOND

: CONTROL PERIOD
Year of Capitalisation . Capitalisation
‘ Submitted by ; Submitted by | Proposed
NS‘;. Description of the Project AAI in revised I'rog;)sed AAIl in revised by [(l;i;firg;e
MYTP and on Authority MYTP and on | Authority )
Nov 1, 2023 Nov 1, 2023 (1) (2)
category IX & emergency
medical centre-Civil work
1L BiRcttiee . PSRV 053 202324 14.65 " 1465 |
workshop |
iii. Provision of profile sheet |
canopy at VIP & TP pate al 2023-24 2023-24 1033 0.33 |
Bhubaneswar Airport i |
iv. Annual Contract for minor
capital work in operational area
at Bhubancswar Airpor. 2023-24 2023-24 0.30 0.30
SH: Construction of 07nos. of watch
; tower,
v. Supply & Installation of
!:rangible Hu‘t for bird watching 207324 2023-24 01 021
in  Operational area  at
Blhiubaneswar Airport. E
vi. Construction of 33KV ICOG
| Panel room at Bhubaneswar 2023-24 2024-25 0.20 0.20
| Airport. SH: {Civil Works).
A5 | Electrical Installations-Non-Solar
i. Const. of Fire Station category ]
X & emergency medical centre- 2023-24 2023-24 322 3.2
J Civil work
ii. C/e Link Building b/w
Terminal TI & T2 for
integrated Operations  using
passenger boarding- bridge 2023-24 2024-25 28.06 -28.06
facility and
expansion/renovation work of
Terminal T2 at Bhubaneswar
iii. Construction of New Domestic | |
: Terminal (T3) Building at 2027-28 - 470.00 > 420.00- |
Bhubaneswar Intemational |
Atrport. (35% electrical} | el
iv. Hangar apron illumination | 2023-24 2024-25 § 10.50 0.50 .
v. SITC of AHF cum Hybridi 5=
APFC panel for substation at | 2023-24 2024-25 0.30 0.30 -
Bhubaneswar Airport. | i
vi. SITC of LT DPanel for|
commercial shops etc. at T-1 2023-24 2024-25 0.95 0.92 0.03
. Building i i o —
| | vii. SITC of 2x250 KVA UPS for 1 |
| providing 15 minutes back up to | 203324 209435 1.50 150
| all essentials floads at TI :
Building. S xl i
Viii.SITC of Electric car batiery
charging at Tl and T2 car 2025-26 - 1.50 . 1.50
parking area. 0 ]
X sitgRemokocanintor TUpdil =98 (oulos sl 2024 i 100 0.70 0.30
| T2 terminal building = g H‘a s
| X. Re-location of CCR & Re- LS P e 2
| routing of GLF cables at New .l.'l..'l..-,.._.‘_-l_}f | 'D'j-_:.\_. 4'50. 319 a0
{ s f-:ﬂ. Jr J r 1||| ) :_
Order No. 35/2023-24 for Blwhanesvwar i H_:;c-l fanad A s | < Page 81 O_f 149
' 2 % ' .




CAPITAL EXPENDITURE (CAPEX), DEPRECIATION AND REGULATORY ASSET BASE (RAB) FOR THE SECOND
CONTROL PERIOD

Year of Capitalisation Capitalisation -
Submitted by Submitted by Proposed :
:‘; Description of the Project AAT in revised | © r°|':°“" AAT in revised by I:;‘}f:’:;';f
; MYTPandon | , th’ori MYTPandon | Autheriy | ™ )
Nov 1, 2023 Y | Nov 1.2023 (1) @
| CCR room with ALCMS at |
Bhubaneswar Aimort. | .
f JpoyERenorlishUnsLtCaT ] T odio's 2024-25 0.50 0.50
I terminal building and street light |
Xii. SITC of Energy Eflicient pumps
and pump automation for BBSR 2026-27 2026-27 1.00 1.00
Alport
xiii,Replacement of cooling towers : 20373 4 a
of AC plant TL* 2027.28 2027-28 6.00 .00 2.00
Xiv.SITC of prepaid electricity
billing system for all vendors at 2026-27 2026-27 0.25 0.25 -
L BiA_
xv. Replacement of AC plant T1* 2027-28 2027-28 2.50 1.67 0.83
ERepaemen SoIRAKURIEIITRL o SR 2027-28 2.00 1.33 0.67
building*
A6 | Electrical Installations-Solar «
Provision of 4.0 MWp (DC) ground
mounted solar power plant at 2023-24 2023-24 41.24 20.58 20.66
Bhubaneswar Airport
Total - A 1,452,012 | 219.36 | 1,232.76
B. Capital Addition projects proposed by AAI for the Second Control Period
B1 | Runways/ Taxiways/Aprons |
i. Conversion of Calegory | |
Lighting to Category 11 Lighting
System & Resurfacing of 2024-25 2024-25 41.67 29.00 12.67
Runway at  Bhubaneswar ; :
Airport. !
1. Construction of Isolated Aircraft |
Parking Position at ol e
Bhubaneswar Airport AP R ket et
SH: Civil & Electrical Works
| | B2 | Roads, Bridges & Culverts |
1. Improvements in  Pavement- 2023-24 202324 Fzz 422 | 3
| Turn pad ;s g 5 |
: B3 | Plant & Machinery . n . |
| i. Self-Drop Bag (Qty-2) 2023-24 2023-24 i 0.80 0.80 | .
| ii. NLID (Qty-1) 2023-24 2023-24 0.12 0.12 |
| ni. Body Scanner (Qly-4) 2024-25 2025-26 13.20 6.00 | 7.20
i iv. SCCTV(Qy-17% = 202728 ) 1,50 oo = 050
(.34 | Tools & Equipment e i
E i. ETD(Qty3+Qty2) 2023-24 | 202425 | 0.36 | 0.36 -
ETD (Qty 3 + Qty 2) 2025-26 2026-27 0.24 | 024 |
. DFMD (Qty-3) 2023-24 2023-24 0.06 0.06
| B5 | X Ray Baggage System j
RB XBIS (Qty-5+1 Qty) 2024-25 2024-25 1.75 1.75 :
RB XBIS (Qty-5+1 Qty) 2026-27 2026-27 30.35 0.35 |
| HB XBIS (Qty-5+Qty 2+ Qty 1) 2023-25.... | 2023-25 _ 1.40 1.40 | -
— g : :
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CAPITAL EXPENDITURE {CAPEX). DEPRECIATION AND REGULATORY ASSET BASE (RAB) FOR THE SECOND
CONTROL PERIOD

Year of Capitalisation Capitalisation
S, . Submitted by Submitted by Proposed. | ..
No Description of the Project AAI in revised Proll:os °d | AATin revised by D;l;'e::;;e
: MYTPandon | , . | MYTPandon | Authority ( i
Nov 1, 2023 Y | Nov1.2023 (1) @
HB XBIS (Qty-5+Qty 2+ Qty 1) 2026-27 2026-27 0.20 0.20 - |
Total - B | 7245| 5208 2037
* Capital expenditure proposed for the Second Control |
Period (A+B) _ 1,524.57 271.44 1,253,13 |
Year-wise Capitalisation of Assets is as follows (I Crores}
FY 2023-24 FY 2024-25 FY%:ZS— FY 2026-27 FY 2027-28 Total
| 71.94 183.46 | 6.00 2.04 3.00 271.44

*The Cost of these projected has been rationafized and actials wilf be tried up based on the efficiency and reasonability, at the time of
the determination of tariff for the next Control Period.

Note: The Authority proposed to consider capitalization schedule of Aeronautical expenditure for BIA for the
Second Control Period as T 271.44 Crores, against proposed T 1.524. 57 Cr (exclusive of Financing Allowance)
of AAT due to the following factors:

iii.

Shifting of the project amounting to 2 1,200 Cr. for construction of Tenminal Building T3 to the next
Control Period due to the reasons as explained in para 6.3.6 (A3) (ii).

Consideration of actual CAPEX as per letter of award for some CAPEX such as Solar Plant, Parallel
Taxi Track, Conversion of Category 1 Lighting to Category il Lighting System elc.

Rationalisation of the CAPEX of Body Scanners.

6.4 Depreciation for the Second Control Period

64.1

6.4.2
6.4.3

AAI’s submission on Depreciation for the Second Control Period for Bl1A

Bhubaneswar Intemational Airport follows its approved rates of depreciation for different asset classes.
While submitting the Multi-Year Tariff proposal for the Second Control Period for Bhubaneswar
Intérnational Airport, AAT had taken cognizance of the rates of depreciation approved by the Authority
in previous tariff orders (Order No. 35 dated January 12, 2018, and Amendment No. 01 to Order No.
35 on ‘Determination of Useful Life on Airport Assets’). Accordmgly, the rates of depreciation
approved by the Authority had been applied by Bhubaneswar International Airport from FY 201 8-19
onwards. |

Depreciation had been computed separately on opening block of assets and on the proposed additions.

The depreciation amount proposed by Bhubaneswar [nternational Airport for the Second Control Period
had been presented in the table below.

Table 41: Depreciation proposed by AAI for Bhubaneswar. International Air por.' Jfor !he Second
Conti ol Period ~

(% Crores)

FY FY FY FY FY

LG "2023-24 | 202425 | 202526 | 202627 | 202728

. Total

Leasehold Land

Runways

121D

135 4,96

496 |

22.38

Taxiway

L3 Ly 234

234

;,_.

2.34

| 1052

M. A R
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6.4.4

645

CAPITAL EXPENDITURE (CAPEX), DEPRECIATION AND REGULATORY ASSéT BASE (RAB) FOR THE SECOND

CONTROL PERIOD
Rarteyiars 205::_24 gozFIgs 2226 | 202627 | 20mas | Tow!

Aprons = - s
Road, Bridges & Culverts | 095 0.85 0.85 0.85 0.85 434
Building- Terminal 3.15 428 428 428 20.42 36.42

mn-gr-,Temporary [ = -
Building - Residential 0.35-| 0.35 0.35 0.35 0.34 1.73
Security Fencing - Temporary I - -
Boundary Wall -Operational 0.33 033 0.32 0.23 0.07 1.28
Boundary Wall - Residential " 2
Other Buildings-Unclassified 0.60 1.20 | 1.20 1.20 1.20 5.39
Computer & Peripherals: End ? v ] . p
User Devices i
Intangible Assets- Software 0.01 0.01
ﬁ“,;‘?i’;‘&( ek e 0.03 0.03 0.02 0.07
Plant & Machinery 0.80 1.27 171 1.70 1.74 7.24
Tools & Equipment 1.48 1.50 1.51 | 1.5 1.51 7.52
Office Fumiture 0.50 0.50 0.50 0.37 1.85
Other Vehicles 0.19 0.17 0.08 . 0.43
Vehicle- Cars & Jeeps i 4 =1 3 -

| Electrical Installations 5.06 6.42 625 | 638 | 2790 52.00
Solar power -Electrical {nst, 0.96 1.91 1.91 1.91 1.91 8.6l
Other Office equipment 1 ]) 10 0.04 - - 0.15
::hL;r:i'I[:}:‘:);e;(& Fixtures-Other 0.02 A ] 0.03
Fumiture & Fixtures-Trolley = E
X Ray Baggage System 1.31 1.42 1.49 IE23I 1.53 | 7.25
CFT/Fire Fighting Equipment 0.53 0.53- 0.46 0.46 0.46 | 2.43
TOTAL 20.88 27.28 28.21 28.05 65.23 | 169.66

Authority’s examination of Depreciation for the Second Control Period at

Consultation Stage

R

The Authority noted that the Bhubaneswar Intemational Au‘port hadtailcp‘la&ed the depreciation for the

Second Control Period based on the useful life of the asset with the Order No.35/2017-18 dated January
12, 2018. The Authority had reviewed the depreciation submitted by AAI for the Second Control Period
with the rates as per the Order No.35/ 2017-18 dated January 12, 2018,

Based on changes in the alfocilion of opening gross Block el a85ets and proposed capiral expenditure,
the Authority proposed the following depreciation for the Second Coryrol Period.

Table 42: Depreciation proposed by the Authority for the Second Control Period at Con.sulrar:on Stage

(T Crores)
LU zi;gn s | Brter 12857 || 2272 MNESGL
| Land » = 3 - - +
Leasehold Land 5 = : - - =
Runways = 2,957 = 343 3.91 | 3.91 301 1812
LA i ™~ 2.
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| CAPITAL EXPENDITURE (CAPEX), DEPRECIATION AND REGULATORY ASSET BASE (RAB) FOR THE SECOND
CONTROL PERIOD

S e M T LT B o 3057‘{-23 gl

| Taxiway 0.12 1.24 2.24 2042F S il difs S 58.07
Aprons k 4 y .
Road. Bridges & Culverts ) LIS 125 | Loa | Lo4| 104 5.56
Building- Terminal 2.39 3381 - 436 4.36 434 | 18.83
Building - Temporary : - i 5
Building - Residential 0.37 0.36 0.36 0.36 0.36 1.81
Security Fencing - Temporary 3 = - A - -
Boundary Wall -Operational 032 0.30 0.30 0.30 0.23 1.44
Boundary Wall - Residential 0.31 031 0.25 0.00 g 0.87
“Other Buildings- ~Unclassified | 0.49 . 098 e {;.98 . E e 0.98 4.42
Computer & Peripherals: END
USER DVICES 0.00 - . - - 0.00
Intangible Assets- Software | 0.00 0.00 0.00 0.00 0.00 0.01

' Computer &  Peripherals: :

| NETWORK & SERVER 0.03 0.03 0.02 0.01 0.01 0.10

| | Plant & Machinery ' 0.84 0.87 1.06 1.00 1.01 479
| | Tools & Equipment | 1.47 1.49 1.50 1.50 I Y,

Office Fumniture 0.50 0.50 0.35 0.31 0.20 1.86
Other Vehicles 0.18 0.18 0.16 0.15 | G.t4 ! 081
Vehicle- Cars & Jeeps = £ : : g E
Electrical Installations 327 | 4631 5.05 6.0l 637 2623
Solar power -Electrical Inst. 04l | 0.82 082 0.82 0.82 3.70
Other Office equipment 0.07 | 0.05 | 0.0] 0.00 0.00 0.13
Fumiture & Fixtures-Other | | :
than Trolley 0.03 | 0.02 | 0.00 | 0.00 0.00 0.04
Furniture & Fixtures-Trolley i = - 3 ; z
X Ray Baggage System 1.76 1.36 1,44 1.46 1.47 6.99 |
CFT/Fire Fighting Equipment 0.49 0.49 0.39 | 0.38 0.38 213
TOTAL 16.67 21.66 25.16 | 24.34 2504 | 113.38

Note: The Authority proposed to consider depreciation for BIA for the Second Control Period as 2 113.38
Crores. The above depreciation was lesser than that proposed by AAIL which.is 2 169.66 Cr, due to non-
consideration of certain capital projects as detailed in the footnote to Table 40.

6.5 Regulatory Asset Base (RAB) for the Second Control Period

AAI’s Su_bmissio_n on RAB _l_;o_r ﬂ“hum:lr_!ntgrnag_on_al Airp\qrt for the Second Control
Period

iy 5 -

6.5.1 AAI's submission on RAB for the Second Contro! Period for BIA was as follows:
Table 43: RAB submitted by AAI for Bhubaneswar [nternational Airport for the Second Controf Period

{ - (¥ Crores)
Y FY FY FY Y “Total
ariculars 202324 | 202425 | 202526 | 202627 | 202728
e 215. 63 » 46"253 50041 | 47394 |  447.83
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CAPITAL EXPENDITURE (CAPEX), DEPRECIATION AND REGULATORY ASSET BASE (RAB) FOR THE SECOND

CONTROL PERIOD
A o PV R L o
Additions 267.83 65.12 1.74 1.94 1,401.59 1,738.22
Disposal/Transfers - - - - - -
Depreciation 20.88 | +27.28 28.21 2805 65.23 169.66
| Closing RAB 46258 500.41 473.94 447.83 1,784.19
| Average RAB 339.10 | 481.49 487.18 460.89 1,116.01

Authority’s examination of RAB for Bhubaneswar International Airport for the Second
Control Period at Consultation Stage

6.5.2 The Authority proposed to adopt the capitalization of Acronautical Expenditure in accordance with
Table 40 and the depreciation amounts in accordance with Table 42.

6.5.3 Based on the above, the RAB proposed to be considered by the Authority for determination of
Aeronautical tariff for the Second Control Period is as follows:

Table 44: RAB proposed to be considered by the Authority for the Second Control Period at Consultation

Stage
¥ Crorer)
Particulars S e Yy "ﬂ&ﬁ. FY Fy | Totl
! 202324 | 202438 | 826 | awer | wras
Opening RAB (1) (refer Table 12) 198.40 253.66 L1547 | 39630 | 373.50
Additions (2) (Refer Table 40) 71.94 183.46 6.00 2.04 8.00. 271.44
| Disposal/Transfers (3) 0.00 0.00 0.00 0.00 0.00 -
Depreciation (4} {refer Table 42) 16.67 21.66 25.16 24.84 25.04 113.38
Closing RAB (5} = [{1) +(2) - (3) - |
(@) L 253.66 | 41547 396,30 373.50 | 356.46 |
Average RAB = [(1) + (5172 226.03 334.56 405.88 384.90 364.98 |

The Authority proposed to consxder Average RAB for the BIA for the Second Control Period as
detailed in Table 44. ]

6.6 Stakeholders’ coniments on Capital Expenditure (CAPEX), Bﬂ:m:utmn and Regulatory
Asset Base for the Second Control Period

6.6.1 During the stakeholders’ censultation process, the Authority has received comments/ views from
various stakeholders in response to the proposals of the Authority in the Consultation Paper No,

22/2023-24 with respect to Capital Expenditure (C .-";FI:"-.} Drpm:mu-:m and Regulatory Asset Base for
theSecond Control Period. The comments by stakeholders are presénted below:

AAD’s comments on Capital Expenditure (CAPEX), Depreciation and Regulatory Asset

Base for the Second Control Period
6.6.2 AAI has commented the following:

Para 4.4.7 & 6.3.7 of CP

8 “AAS submits that Direction 05 does not state FA is only for greenfield airports. Irrespective of
whether it is brownfield or grwetificld airparts, there is outlay of funds for significant time when

— 'n
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CAPITAL EXPENDITURE (CAPEX), DEPRECIATION AND REGULATORY ASSET BASE (RAB) FOR THE SECOND

CONTROL PERIOD

developing new terminals/runwavs/darge project works. Even in CIAL and BIAL, FA has been
considered titl SCP. In this regard, level plaving field may be ensured for AAl and private airporis.

Inview of the above AAL is requested to AERA to consider the Financing Allowance as submitted

in MYTP for SCP.”

Para 3.2, of CP

i) Construction of PTT, Rapid Exit Taxiway and Apron for Parking of 08 numbers of Code C
aircrafi. Phase-11,
“As per AERA's rariff order 40/2022-23 for Ahmedabad International divport the inflation
adjusted normative costs are as follows: -
Partictnrs ol BV | BY X ) gty FY 1 TRV LRV 2L RV EY FY
15-16 | 16-17 | 17-18 | 18-19 | 19-20 | 2021 | 22 | 2223 | 2324 | 2425
Taxiway (A) 4700 .
WPI1
Index(B)
(as per Table | 109.70 1116 1149 1198 | 1218 123.4
108 of
40/2022-23)
[nflation
(&sfz; ks 1.73% | 2.96% | 4.26% | 1.67% | 1.31% | 12.97% | 9.42% | 0.30% | 4.10%
40/2022-23} S NE—
[nflation
adjusted Rate 4,700 | 4.781 | 4923 | 5,133 | 5,218 5287 5973 6535 6355 6824
I Per Sa.m.
Rate Per
Sq.m.incl,
GST
7233
@6%adjusted
Rate Per
Sam. . A
Based on the above normative cost the total cost of Phase I of PTT works out for Bhubaneswar
International Airport is as follows: j
. Sy e o Revised Cost at I
Work -t; I | -f_"f‘ Pmp"”'_i by : ﬂgc ith ive 7,233 per sq.m for
o Wm AAl - ne A consideration
Civil work
i. Civil work Above subgrade 65.50 53.51 56.42
i1 add cost of work bélow = = 479 4.79
-subgrade ° :
iii add for dismantling and 018 0.18
disposal-existing pavements T e—a——
Total for Civil works (i+ii+iii} 65.50 58.48 61.39
Electrical works 1.65% 1.55*
Total (in Rs. Croe: 65.50 - 60.13 Ll

It is requesied that AERA consideralie cost of Phase H of PTT and other works amounting to ¥

ol -~ e

P
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6.6.3

CAPITAL EXPENDITURE (CAPEX), DEPRECIATION AND REGULATORY ASSET BASE (RAB) FOR THE SECOND
CONTROL PERIOD

. 63.04 Crore for SCP.
i) SITC of Smoke Cabin

“It is submitted that the tendering process for the asset is completed the work has been awarded
for 0.74 Crore. has This asset shall be capitalized in FY 2023-24 only.

Hence, AERA is requested to include the SITC for smoke cabin in the RAB for FY 2023-24.”
iti) Body Scanner

“As per BCAS Direction/Guidelines AAl has planned procurement of 04 number of ful body
scanner for BIA. In order to ensure the compliance of BCAS Direction/Guidelines 1o cater to the
increased passenger traffic of 8.8 MPPA.

In view of the above AERA is requested to consider the cost of 04 Full Body Scanner (FBS)
amounting to Rs. 13.20 Crore in FY 2024-25.”

iv) Procurement of SCCTV

“As per BCAS Direction/Guidelines AAI has planned procurement of 01 number of SCCTV for
BiA. In order to ensure the compliance of BCAS Direction/Guidelines to cater to the increased
passenger traffic of 8.8 MPPA. i

Hence, AERA is to consider the amount for RAB of Rs. 1.50 Crore towards SCCTV in FY 2027-
28.”

Other Stakeholders’ commeénts on Capital Expenditure (CAPEX), Depreciation and
Regulatory Asset Base for the Second Control Period

FIA has commented the following:

“FI4 submits that, the entire ecosysiem needs to be operationally efficient, which can be implemented,

amongst other things by considering the following:

Para 4.4.5 of CP

It may be noted that AERA itself has analyzed the variances between the approved Capex for the First

Control Period and the aciual Capex incurred and notes that AAI has not implemented 89.15% of the

approved CAPEX.

It is requested that such variances shall be taken into cognizincé " AERA and findings of an

independent study to determine the efficiency of the Capex shall be piroVided to the stakeholders and

giving a reasonable time for the stakeholders to comment on such study thereafter, prior to approving

this control period’s tariff order.

Para 6.3.3 of CP _

We request AERA to ensure that BIA conducts an Airport U.'ser Con.s‘ul!atwe Committee Meeting

(‘AUCC’) meeting for anv pr oposed new additional Capex or. any Capex which is now deférred from

First Control Period to Second Control Period, before the issuance of tariff order.

Para 6.3.2 of CP

We request that AERA applies the normative norms for the capex projecis as mentioned under AERA

Order No. 7/2016-17 dated 13th June, 2016 in order to keep the overall cost control and efficiencies in

capex projects. —

In addition to above, in order to support the erivlines fo continue and sustain its operations, it is
()rder No. 35/2023-24 ﬁ;.o Bhu!mneswar fdvrmaional -Ii.r,rmﬂ i Page 88 of 149
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CAPITAL EXPENDITURE {CAPEX), DEPRECIATION AND REGULATORY ASSET BASE (RAB)} FOR THE SECOND
CONTROL PERIOD

requested that all non-essential capital expenditure proposed by Airport operator be put on hold/
deferred, unless deemed critical from a safety or security compliance perspective.

We request AERA 1o ensure that all aeronautical capex is efficient and without any unreasonable
excesses, such that stakeholders, including passengers, do not pay for services/ facilities which are not
being availed by the stakeholders or passengers.

We note that AERA has conducted an in-depth analysis of the submissions made by the Airport operator
by an independent consultant, which is appreciaied.

It is requested that AERA should:

a) consider imposing a penalty of 1% (or higher as deemed fit) towards the cost incurred for Capex
in this Control Period. BIA should also be directed ro encourage their traffic in the upcoming years
{0 justify the designed capacity.

b} to conduct an independent study for determining the efficient and reasonable Capex for Second
Control Period before issuing the final tariff order,

Para 636 (AL of CF

FIA supports AERA s proposal of shifting the Terminal 3 Building project to the next (third) controf
period.

FPara 3.8 of CF

We agree with AERA 's proposal that an adjustment of 1% (or higher of the project cost from the ARR,

as deemed fit), made by AERA for capital expenditure projects is/are not completed/capitalised as per
the approved capitalisation schedule. Such adjustments can be made by AERA during the tariff
determination process for the Second Control Period.

Para 6.3.9 of CP
AERA has considered the Terminal Building Ratio ('TBLR’) of 92:8 for the Second Control Period.

However, considering that Bhubaneswar is tourist destination and have potential of higher non-aero
revenue, the non-aeronautical ratio proposed by BIA appears to be on the lower side, and also as
compared fo the other similar airports such as Varanasi, Amritsar, Trichy, Calicut and Raipur.

Further, keeping inview the fact that BIA have undenilized infrastmsoigee and terminal space which
can e better wiilived towards fncreasing thefr non-aeramantical .rr'n'.ri'q"rr.;'-'. We reguest AERA to allor
the best possible ratio fowards NAR as deemed appropriate. fn view ol thtn,“we request AERA 1o:

a) To consider the highest possible non-aeronautical allocation in the case of BiA.

b) To underiake detailed scrutiny examination with the assistance of an independent study for asset
atlvcalion, wiich & a stagdard” practice done by AERA o uilicr similar aivparts on or Bofare e
tariff determination. L ; y -

FIA submits that this study will assist to ensure correct assessment of allocation of assets, which is a
standard practice followed by AERA. ;
Para 8,43 anid Ta 7 P

In this regard, we request AERA lo seek for more justification from BIA on the depreciation of assets
and scrutinize the depreciation rates insigad of basing it solely on opening blocks of assets and proposed
additions P cAl=

2 :
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CAPITAL EXPENDITURE (CAPEX), DEPRECIATION AND REGULATORY ASSET BASE (RAB) FOR. THE SECOND

CONTROL PERICD

We further request to conduct an independent study on depreciation, as it does not provide clarity on
the percentage of depreciation applied.”

6.7 AAD’s responses to other stakeholders’ comments on Capital Expenditure (CAPEX),
Depreciation and Regulatory Asset Base for the Second Control Period

6.7.1 AAI has responded to FIA’s comments as under

L

i

fil.

v,

“FY2020-21 and 2021-22 of the first Control Period were unprecedenfed years affected due to
the pandemic Covid-19 resulting in postponement of the capital expenditure to the future vears.
AAI has cautiously considered only those capex which are essentials, thorough discussions with
the Corporate Headquariers and stakeholders during these vears. Further, MoCA has directed
to put on hold the project due to initiation of monetization process of Bhubaneswar Airport but
later on communicate to continue with the capex works at 25 Airports including Bhubaneswar
Airport. Also AAI has reconfigured the capacity of existing Terminal Building in order to increase
the passenger throughput within the infrastructure available. Accordingly, AAl had shifted the
capex of major expansion of Terminal Building from Ist Control Period to 3rd Control Period
Jfor optimum wtilization of Terminal Building in order to reduce burden on the passengers.

AAI is complying with AERA guidelines to carry out Airport User Consultative Commitree
Meeting (AUCC'). AUCC was conducted on 09.10.2018 in r/o project namely

a) Expansion of Terminal-2 for integrated operation using PBB.

b) Control Tower, Technical Block, Fire Station and E & M workshop

¢) Parallel Taxi Track, Rapid Exit Taxi Way & Apron for parking

d) Re-carpeting of Runway

€} Ground Mounted Solar PV Power System elc.

) New Domestic Terminal Building T3 AUCC carried out on 17.61.201 9

AAl is incurring capital expenditure after detailed analysis and need of the capex at the respective
airport. FY2020-21 and 2021-22 of the first Control Period were the unprecedented years
affected due to the pandemic Covid-19 resulting in postponement of the capital expenditure to
the future years. AAl has cautiously considered only those capex which are essentials, thorough
dixcissions with the Carporate Headguarters and stakcholdess” driring these years. Further,
duering 2018-19 MoCA has communicated to_put onhold capex on_airports which are under
consideration for privatization including Bhubaneshwar Airport. Later on MoCA has directed
to go ahead with capex at Bhubaneshwar and other airports also AAl has reconfigured the
capacity of existing Terminal Building in order 10 increase the passenger throughput within the

dnfrastrcire dvenifabii,

The ratios have been computed based on the actual space in the terminals. Hence, 441 had
submitted TB ratio of 92.47% for First Control Period. AERA has determined the Terminal
Building ratio as 92% in FCP. The basis for considering 8% as the commercial area in the 2nd
CP is ad-hoc and without any basis. The actual occupied area for commercial activities (Design)
Sfor Terminal Building works out t0 7.53%.

AAI has computed the depreciation in compliance with AERA order no.35 ‘on various Sfixed
assets.”
y
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6.8 Authority’s analysis on stakeholders’ comments regarding Capital Expenditure (CAPEX),
Depreciation and Regulatory Asset Base for the Second Control Period

6.8.1 The Authority has noted the comments of AAI regarding Financing Allowance and has provided
detailed analysis in para 4.4.17 of this Tariff Order.

6.8.2 The Authority notes the cominents of AAl regarding Construction of PTT, Rapid Exit Taxiway
-and Apron for Parking of 08 numbers of Code C aircraft Phase-Il as follows:

i. The Authority notes that AAl has referred to normative costs for Taxiway derived from the inflation
rates considered by the Authority for tariff determination for Ahmedabad Airport at the Consultation
stage (Table 108 in Order No. 40 dated January 18, 2023, referred to by AAl as part of its
stakeholders’ comments})

ii. However, the Authority would like to draw attention to para 7.12.18 of the above mentioned Tariff
Order, wherein the Authority has considered inflation rate of 7.14% for FY 2021-22 and denived
inflation adjusted normative cost of ¥ 5,664 for Taxiway for FY 2021-22. The same has been
considered by the Authority for deriving inflation adjusted cost of Taxiway for Bhubaneswar
Airport, at the Consultation stage {refer para 6.3.6 Al (i} and Table 38 of this Tariff Order).

Based on the above factors, the Authority sees no reason to deviate from its proposal given at the
Consultation Stage

6.8.3 The Authority has examined the comments of AAI regarding Smoke Cabin and notes that being a
small-scale project, it is likely to be completed by FY 2023-24. Therefore, the Ahthority proposes
to consider capitalization of this project in FY 2023-24 for ¥ 0.74 Crores (against X 0.70 Crores
considered at the Consultation stage).

6.8.4 The Authority has noted AAI’s comments on Full Body scanners and has the following views:

‘i. Full Body Scanners were installed at some of the major airports in India including Delhi, Bengalufu,
Mumbai and the outcome of the same is under examination by BCAS. Further, BCAS has constituted
a technical sub-committee to examine, evaluate and recommend testing protocols for Full Body
Scanners on trial rans. In this context, the Authority observed that the technology is in its initial
stage in India. .

ii. Therefore, as stated al the Consultation stage, the Authority is of the view that Body Scanner can be
implemented at Bhubaneswar Imemational Airpont in 3 phased malingr.

In view of the above, the Authority secs no reason to deviate from its proposal given at the
Consultation Stage.

6.8.5 The Authority reviewed the comments of AAT regarding procurement of 1 No. of SCCTV for BIA
and-notEs that the same i5 cssential, 35 i peraing o (he SEurity ol the Almport. Therefors; the:
Authority decides to consider Z 1.50 Crore (against Z L Crore considered at the Consultatign stage)
towards SCCTV for capitalisation in FY 2027-28, .

6.8.6 The Authority notes tlie comments of FIA regarding Capital Expenditure (CAPEX), Depreciation
and Regulatory Asset Base and proyides its views as under:

i.  The Authority has examined the comments of FIA on conducting an independent study on
the efficient capital expenditure.

Such studies are carried out based on the size and scale of operations of the Airport.
Bhubaneswar, being a small airpart, with lesser complexities, the Authority decided to
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accomplish this exercise in-house. Further, the Authority has examined in depth the CAPEX
proposals submitted by A Al for Bhubaneswar Airport for the Second Control Period, sought
clarifications on the essentiality and the reasonableness of the proposed CAPEX and has
considered only such capital expenditure that are essential from safety/ security/ operational
requirements.

The Authority has noted the comments of FIA on conducting AUCC meeting at
Bhubaneswar Airport for expansion of the Terminal Building and would like to state that it
had also asked AAl, during Stakeholders® Consultation meeting, to hold AUCC meeting in
respect of the capital projects proposed at Bhubaneswar Airport.

Regarding FIA's comments on Normative costs, the Authority reiterates that the normative
guidelines have been followed while determining capital costs of Taxiway (refer para 6.3.6
Al (i) of this Tariff Order. Further, the Authority has examined in depth the CAPEX
proposals submitted by AAl for Bhubaneswar Airport for the Second Control Period, sought
clarifications on the essentiality and the reasonableness of the proposed CAPEX and has
considered only such capital expenditure that are essential from safety/ security/ operational
requirements.

AERA has noted the comments of FTA regarding levying penalty of 1% on uncapitalized
projects. It is pertinent to note that all CAPEX projects were on standstill during COVID 19
pandemic and there was slow progress in implementation of capital projects during FY 2020-
21 and FY 2021-22. As reasons given by AAI for shifting of CAPEX are justified, the
Authority decides not to make adjustment of 1% in the ARR in the Second Control Period.

As stated at the Consultation stage (refer para 6.3.8 of this Tariff Order), the Authority
decides to re-adjust 1% of the uncapitalized project cost from the ARR / target revenue as
re-adjustment in case any particular capital project is not completed/ capitalized as per the
approved capitalization schedule, while determining tariffs for the next Coritrol Period.

The Authority has considered the Terminal Building ratio of 92:8, in accordance with the
recommendations of IMG norms {which has recommended the Non-aeronautical area within
the terminal building for airports having passenger traffic of less than 10 MPPA to be in the
range of 8% to 12% of the total terminal area) and the ratio considered by AERA in the past
for other similar airports of AAI. Further, with the gradual increase in Non-aeronautical
operations, the Authority may consider a higher Terminal H-l..li:lljiﬂg ratio for Bhubaneswar
International Airport. | &

The Authority had verified the application of depreciation rates by AAl in line with the Order
No. 35/2017-18 dated January 12, 2018, and Amendment No. 01 to Order No. 35/2017-18
on ‘Determination of Useful Life on Airport Assets’ The same has been explained in para

6.8.7 Based on the above factors. the Authority has determined the revised capital expenditure, depreciation
and RAB which it decides to consider for the Second Control Period of Bhubaneswar Interational
Airport, which is as follows:

- =
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Table 45: Capiral Expenditure (Project-wise) decided by the Authority for the Second Control Period

(T Crores)

Description of the Project

Year of Capitalisation

Capltalisation

Submitted by
AAl in revised
MYTP and on
-Nov 1, 2023

Proposed
by
Authority

Submitted by
AAT in revised
MYTP and on

Nov 1, 2023 (1}

Proposed
by
Authority
(2}

Difference
3 =Q2)
)

A. Capital additions projects shifted from the First Control Period to the Second Control Pe_r;lgg

Al

Runways/ Taxiways/Aprons

i, Construction of Parallel taxi
Track, Rapid Exit Taxi Way and
Apron for parking of 08 nos.
Coade C aircraft at Bhubaneswar
Airport
FHL"LH.HE; Phase-11 *

2023-24

2024-25

65.50

60.13

5.37

ii. Widening of vehicular lane in
airside of Terminal 2

2023-24

2023-24

0.50

0.50

Roads, Bridges & Culverts

i. Annual Contract for minor
capital work in operational area
at Bhubaneswar Airport.

{SH: Widening and strengthening of

road in operational area)

2023-24

2023-24

2.20

ii. Resurlzcing of internal Roads of
Residential Colony-
Bhubaneswar

2023-24

2023-24

0.24

0.24

A3

Building- Terminal

i. C/o Link Building b/w Terminal
TI & T2 for integrated
Operations  using  passenger
boarding bridge Tfacility and
expansion/renovation work of
Terminal T2 at Bhubaneswar

1 2023-24

2024-25

59.14

|

ii. Construction of New Domestic
Terminal {(T3) Building at
Bhubaneswar International
Airpart

2027-28

780.00

58.14

780.00

Ad

Other Building

i. Construction of Fire Station
category IX & emergency
medical cenire-Civil work

ti. Constructions of
workshop

E&M |

2023-24

2023-24

R =
s

|
13.83

13.83

2023-24

20023-24

14.65

ili. Provision of profile  sheet
canopy at VIP & TP gaie at

Bhubancswar Airpor -

202324

202324~

14.65

0.33

. Annual Contract for minor
capital work in operational area
at Bhubaneswar Airport.

SH: Construction of 07nos. of watch

tower.

2023-24

2023-24

0.30

0.30

vi,

v. Supply & Installation of
Frangible Hut for bird watching
in  Operational area  at

_ Bhubaneswar Airpart.

2023-24

2023-24

0.21

0.21

Construction of 33KV ICOG

2008704 =

L. 3094-25

§ 020

0.20

F el = il
-

B!

a. il
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- s.
No.

Year of Caplialization

Capitalisation

Description of the Project

Submitted by
AAl in revised
MYTP and on

Nov 1, 223

Proposed
by
Authority

Submitted by
AAIl in revised
MYTP and on

Proposed
by
Authority
(2)

Difference
Q) =)
. (1)

Panel room at Bhubaneswar
Airport. SH: (Civil Works).

Nov 1, 2023 (1}

" AS

Electrical Installations-Non-Solar

N, Clo

“iii. Construction of New Domestic

1. Const. of Fire Station category
IX & emergency medical centre-
Civil work

2023-24

2023-24

3.22

322

Link Building b/w
Terminal TI & T2 for
integrated Operations using
passenger boarding bridge
facility and
expansion/renovation work of
Terminal T2 af Bhubarcswar

2023-24

2024-25

28.06

Terminal  (T3)
Bhubaneswar

Building at
Intemational

Alrporn. ]

. Hangar apron illumination

v. SITC of AHF cum Hybrid |

APFC panel for substation at
Bhubangswar Alrposi.

2027-28

420.00

28.06

420.00

2023-24

2024-25

0.50

0.50

2023-24

2024-25

0.30

0.30

vi. SITC of LT Panel for
commercial shops etc. at T-1
Building

2023-24

2024-25

0.95

0.92

0.03

vii. SITC of 2x250 KVA UPS for
providing 15 minutes back up to
all essentials loads at TI
Hutlding

2023-24

2024-25

1.50

1.50

viii, SITC of Electric car battery
charging at Tl and T2 car
parking area.

2025-26

1.50

1.50

ix. SITC of Smoke cabin for T1 and
T2 terminal building

2023-24

2023-24

0:26

x. Re-location of CCR & Re-
routing of GLF cables at New
CCR room with ALCMS at

____Bhubaneswar Airpoer

2023-24

2023-24

1.40

xi. Improvement of lighting for TI
terminal building and street light

2024-25

2024-25

xii. SITC of Energy Efficient pumps
and pump sdomatien for BRSE
Ao

_M2527.

22 2T

xili. Replacement of cooling towers
~ of AC.plant T1

2027-28

2027-28

4.00 ..

2.00

xiv. SITC of prepaid electricity
billing system for all vendors at
BIA

2026-27

2026-27

0.25

0.25

xv. Replacemént of AC plant T}

2027-28

2027-28

2.50

1.67

0.83

xvi. Replacement of AHU for TI
building

2027-28

2027-28

2.00

1.33

0.67

A6

Lo

Electrical Installations-Solar
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Year of Capitalisation Capitalisation
S. i - Submitted by Submitted by Proposed r -
No. Description of the Project AAl in revised ng L AAlin revised by I:;i;fir:;; 3
MYTP and on " thzri MYTP and on | Authority )
Nov 1. 2023 %Y | Nov 1. 2023 (1) (2)
Provision of 4.0 MWp (DC) ground
| mounted solar power plant al :2023-24 2023-24 41.24 20,58 20.66
Bhubaneswar Airport ! ]
Total - A 1,452.12 219.40 1,232.72 |
B. Capital Addition projects proposed by AAI for the Second Control Period
Bl | Runways/ Taxiways/Aprons |
i, Conversion of Category | |
Lighting to Category IT Lighting |
System & Resurfacing  of | 2024-25 2024-25 41.67 29.00 12.67
Runway at  Bhubaneswar
Airport.
1. Construction of [solated Aireraft |
Parking Position at |
Bl b sivarHiman | 2023-24 2023-24 6.58 6.58
SH: Civil & Electrical Works |
B2 | Roads, Bridges & Culverts | |
i. [mprovements in  Pavement- | 5023-24 202324 422 | 422
d— Turn pad |
B3 | Plant & Machinery | |
i.  Sclt-Drop Baggage (Quy-2) |  2023.24 2023-24 0.80 | 0.80
1. NLID (Qty-1) | 2023-24 2023-24 | 0.12 | 0.12
ifii. Body Scanner (Qty-4) | 2024-25 2025-26 13.20 6.00 7.20
1. SCCTV (Quy-1) i 2027-28 200728 e .50 0.00
B4 | Teols & Equipment | i |
i, ETD(Qty3+Qty?2) | 2023-24 2024-25 0.36 036
ETD (Quty 3 + Qty 2) 2025-26 2026-27 0.24 ] 0.24 =
1. DFMD (Qty-3). | 2023-24 2023-24 0.06 0.06 =
B3 | X Ray Baggage System |
| RB XBIS (Qty-5+1 Qty) 2024-25 2024-25 1.75 £35S
' RB XBIS (Qty-5+1 Qty) 2026-27 2026-27 0.35 0.35
HB XBIS (Qty-5+Qty 2+ Quy 1) | 2023-25 2023-25 !'g:[?!aw 1.40
HB XBIS (Qty-5+0ty 2+ Qry 1) 2026-27 2026-27 L EO,Z__O 0.20
| Total - B 72.45 52.58 | 19.87
' Capital expenditure proposed for the Second Control i
b " Period (A+B) 1,524.57 271.98 1,252.59
| Year-wise Capllalisa(ion of Assets is as follows (T Crores)
’ FY 2023-24 | FY 202425 w;gzs-. Y 2026-27 | FY2027-28 | Total
72.68 182.76 6.00 2.04 8.50 271.98 |

* Considered T 60.13 Cr towards Phase [T Project with capitalisation in FY 2024-25, The project work is in
progress at this stage and the likely completion cost may not be ascertained. Therefore, the cost would be trued
up based on actuals, subject to cost efficiency and reasonableness, at the: time of determination of tariff for

Third Control Period.
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CONTROL PERIOD

Note: The variance between CAPEX decided by the Authority (which is ¥ 271.98 Cr.) and that considered
at the consultation stage (which is ¥ 271.44 Cr.) is on account of: .

i Capitalization of Smoke Cabin for ¥ 0.74 Cr in FY 2023-24, as against T 0.70 Cr. considered at the

Consultation stage.

ii Consideration of total costs of SCCTV amounting to Z 1.50 Cr., instead of 2/3rds of total costs considered

at the Consultation ‘stage

Table 46 : Depreciation decided by the Authority for Second Control Period

{in & Crores)

T e s34 | aepeae | 242836 ﬁy 20n28 | Tots
Land - xs il i - - -
Leasehold Land - - - | - - -
Runways 295 3.43 391 | 3.9] 391 18.12
Taxiway 0.12 1.24 2.24 2.24 2.24 8.07
Aprons - g - = -
Road, Bridges & Culvetts 1.18 1.25 | 1.04 1.04 1.04 5.56
Building- Terminal 2.39 338 4.36 436 434 | 1883
Building - Temporary - - . = - -
Building — Residential 0.37 0.36 0.36 0.36 .36 1.81
Security Fencing - Temporary - " £ - = -
Boundary Wall -Operational 0.32 0.30 0.30 0.30 0.23 1.44
Boundary Wall - Residential 0.31 0.31 0.25 0.00 - 0.87
Other Buildings-UncIassiﬁed 0.49 0.98 (.98 0.98 0.98 4.42
gggaulge{{féggnphmls‘ END 0.00 : - i L 0.00
Intangible Assets- Software | 0.00 0.00 0.00. 0.00 0.00 0.01
g‘;“.;g;‘gﬁl( ;‘SE&%‘%‘M'S‘ 0.03 0.03 0.02 001 0.01 0.10
Plant & Machiner_y | 0.84 0.87 1.06 1.00 1.03 4.81
Tools & Equipment { 1.47 1.49 1.50 | —54=3550 1.51 7.47
Office Furniture | 0.50 0.50 035 ¢ 5.:“ 0.20 1.86
Other Vehicles | 0.18 0.18 0.16 0.15 0.14 0.81
Vehicle- Cars & Jeeps | - - - ) -
Electrical Installations ! 331 4.66 5.96 6.01 6.38 26.32
Sl power-Flectrical tnsr | —— a1 ———0:89|———0:80- T e ) R L
Other Office equipment 0.07 « 0.05 ¥ _9.0'1 0.00 0.00 0.13
&Tiﬁﬁlev& Rixtuie gher | 0.03 | 0.02 0.00 0.00 0.00| 0.04
Fumiture & Fixtures-Trolley =1 - - -
X Ray Baggage System 1.26 | 1.36 1.44 1.46 147 699
CFT/Fire Fighting Equipment | 049 | 0.49 0.39 0.38 0.38 2,13
TOTAL | 16.71 21.70 2517 2185 2506 | 113.48
4 g LT
T\ -
7 ;-~/a'i'ed_j... -
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CAPITAL EXPENDITURE (CAPEX), DEPRECIATION AND REGULATORY ASSET BASE (RAB) FOR THE SECOND
CONTROL PERIOD

Table 47 : RAB decided by the Authority for Second Conirol Period

(Z Crores}
Particulars FY FY FY FY FY Total
2023-24 | 2024-25 | 2025-26 | 2026-27 | 2027-28
Openitig RAB (1) (refer Table 12) 198.40 25437 | 41543 '396.26 37345
Additions (2) (refer Table 45) - 72.68 182.76 6.00 2.04 8.50 | 271.98
Disposal/Transfers (3) - = - - . o
Depreciation (4) (Refer Table 46) 16.71 21.70 i 25.17 24.85 25.06 | 113.48
Sﬁsmg RABO)=[DHD-GV= |  y5437| 41543 39626| 37345| 35689
Average RAB = [(1) + (5))/2 226.38_ 33490 405,85 384.86 | 365.17

6.9 Authority’s decisions regarding Capital Expenditure (CAPEX), Depreciation and
Regulatory Asset Base for the Second Control Period

Based on the material before it and based on its analysis, the Authority decides the following with regard
to Capital Expenditure, Depreciation and Regulatory Asset Base for the Second Control Period.

6.9.1 To consider allocation of Gross Block of Assets as on April 1, 2023, between Aeronautical and Non-
aeronautical assets as detailed in Table 35.

6.9.2 To adopt the capitalization of Aeronautical Expenditure for the Second Control Period in accordance
with Table 45.

6.9.3 To true up the Capital expenditure based on actuals, subject to cost efficiency and reasonableness, at
the time of determination of tariff for Third Control Period.

6.9.4 To reduce (adjust) 1% of the uncapitalized project cost from the ARR in case any particular capital
project was not completed/capitalized as per the approved capitalization schedule. Further, if the delay
in completion of the project was due to any reason beyond the control of AAI or its contracting agency
and was properly justified, the same would be considered by the Authority while truing up the actual
cost at the time of determination of tariff for the Third Control Period.

6.9.5 To consider Depreciation as per Table 46 for the Second Contro! Perigel. |

6.9.6 To true up Depreciation of the Second Control Period based on thi: actital asset additions and actual
date of capitalization during the tariff determination of the Third Control Period.

6.9.7 To consider average RAB for the Second Control Period for BIA as per Table 47.

Y8 T true-up-the-HAB-based on actuals -at the—fime -of -IarlF determination  for- the Third- Conidol- -
Pertod. - . < 5

I'H_._,.o-'—"

' Order No. 35/2023-24 far-Bh|r|"-|.'riu.'.m'-:iu:_ .I:;elh'Hln.H.‘um:'i Airpe Page 97 of 149
e r——— m_ﬂa;-m —_ e



FAIR RATE OF RETURN (FRoR) FOR THE SECOND CONTROL PERIOD

7 FAIR RATE OF RETURN (FRoR) FOR THE SECOND CONTROL PERIOD
7.1 AAI’s submission on Fair Rate of Return for the Second Control Period for BIA

7.1.1 AAI submitted that Bhubaneswar Intemnational Airport would primarily utilize internally accrued funds
to fund the capital expenditure that have been projected for the Second Control Period. Considering this
composition of capital for the Second Control Period, AAl had submitted the projected debt and equity
computation as follows:. y

Cost of Debt

7.1.2 The cost of debt* submitted by AAI for the FRoR calculation of the Second Control Period pertaining to
Bhubaneswar International Airport was 6.57% per annum.

7.1.3 The outstanding debt* and cost of debt as submitted by AAI for the Second Control Period for
Bhubaneswar Intemational Airport is summarized in the table below:

Table 48: Debt computation for the Second Control Period submitted by AAI

(¥ Crores)
FY SRy i FY FY FY
Particulars 2023-24 2024-25 | 2025-26 2026-27 2027-28
Opening debt 15.24 14.55 | 12.49 190.31 8.13
Closing debt 14.55 12.49 | 1031 | 8.13 5.96
Average Debt |4._32 13.52 4 11.40 | 922 7.04
Cost of Debt (%} 6.57% | 6.57% | 1 6.57% | 6.57% | 6.57%

* Debt of T 15.23 Cr. had been availed by AAl for Bhubaneswar Airport jor the First Comirol Periad ( during FY
2020-21 to FY 2022-23). Details of the same have been subminted by A4l in the Financiol Model in MS-Excel
spreadsheet and vide email dated Decenther 13, 2023. However, in the MYTP submission letter (in PDF), AAl has
not fiirnished any details regarding deft and have claimed FRoR as 14%.

Cost of Equity
7.1.4 The cost of equity as submitted by AAI for the Second Control Period was 16% per annum.

7.1.5 The equity projections of Bhubaneswar International Airport for the Second Control Period as submitted
by AAI is summarized in the table below: -

Table 49: Equity computation for the Second Control Period submitted by AA!

g 5 (Z Crores)
FY FY FY FY FY
Particulars 2023-24 2024-25 2025-26 2026-27 2027-28
Equity 561.47 729.32 764.87 768.89 1.472.83
Cost of Equity (%) 16.00% 16.00% 16.00% 5 16.00% 16.00%
Fair Rate of Rettirn . g
7.1.6 Based on the financing pattern as discussed above, AAT had computed the FRoR for the Second Control
Period as summarized in the table below: 3
Table 50: FRoR for the Second Control Period submitted by AAI
(T Crores)
Particulars Reference Y, ey T et 34 !
2023-24- | 2024-25 202526 |  2026-27 2027-28
Debt A Joo e fre i35 | i1.40 022 704
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) FY FY FY FY FY
aSee Reference | 507424 | 202425 | 202526 | 202627 | 202728
| Equity , B 56147 729.32 764.87 768.89 1,472.83 |
Debt + Equity ! C | 576.36 742.84 776.27 778.11 1,479.87 |
% of Debt ANABY | 2.58% 1.82% 1.47% 1.19% 0.48% |
% of Equity BI(A+B) | 97.42% 98.18% 98.53% 98.81% 99.52%
Cost of Debt (%) D | 6.57% 6.57% 6.57% 6.57% 6.57%
Costof Equity (%) |  E | 16.00% 16.00% 16.00% 16.00% 16.00% |
Gearing F
2.52% 1.79% 1.45% 1.17% 0.47%
Wtﬂghl}?d Average G 1.48%
of gearing
| H= T
FRoR [(G*D)+(1- 15.86%
il G)*E]

7.2 Authority’s examination of FRoR for the Second Control Period at the Consultation
Stage

7.2.1 The Authority had analyzed the cost of equity pertaining to Bhubaneswar International Airport as
submitted by AAIl for the Second Control Period. The Authority noted that AAIl had proposed only
minimum debt for Bhubaneswar Intemational Airport for the Second Control Period and was of the
opinion that the gearing ratio was suboptimal and did not justify a cost of equity of 16% per annum as
submitted by AAL

7.2.2 The Authority had drawn reference to the independent studies conducted in the past for PPP airports (such
as DIAL, MIAL, GHIAL, BIAL and CIAL through a premier institute, namely IIM Bangalore), wherein
an Optlmal gearing ratio of 48%:52% was considered. The independent study reports had been drawn
from the international experience of airports, wherein the median and average Cost of Equity was
determined as 15.16% and 15.18%, respectively. However, the Authority noted that non- availing of debt
by AAI for Bhubaneswar International Airport had resulted in high FRoR, which was not relatable to the
above optimal gearing ratio of 48%:52%, thereby the Authority did not see any merit in AAI’s claim of
16% as Cost of Equity. Therefore, the Authority proposed to.consider the Cost of Equity of 14% across
the Second Control Period. LRl

7.2.3 Considering the changes in the capitalization plan for the Second Coiitrol ?rHod and the cost of equity,
the Authority had recalculated the equity computation of Bhubaneswar International Airport and the same
has been summarized in the table below:

Table 51° Egaaty compuaion peoposed do be considered by the Authority for tie Second Contral
Period at the Consultanon Stage .

(v Crores)
Particulars FY 2023-24 1 FY 2024-25 | FY 202526 | FY 2026-27 | FY 2027-28
Equity 211,14 | 321.05 | 394.49 375.68 357.93
Costof Equity (%) | 14% | 14% 14% 14% 14%
Cost of debt
7.2.4 The Authority noted that AAI had availed .only minimal debt during the Second Control Period and
¥ A g

i
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proposed to fund the capital expenditure through its internal accruals.

7.2.5 The Authority had recalculated the debt computation considering the total fund requirement as per the
capitalization for the Second Control Period and the same is presented in the table below:

Table 52: Debt computation proposed to be considered by the Authority for the Second Control Period at

7.2.6

T2l

7.2.8

Consultation Stage
(¥ Crovres)
FY FY FY FY FY
R Reference | 00394 | 202425 | 202526 | 202627 | 2027-28
Opening debt A 15.24 14.55 12.49 10.31 8.13
Drawdown
(additional loan
taken) B - - = - -
Repayment (=t 0.69 2.06 2.18 2.18 2.18
Closing debt D=A+B-C 14.55 12.49 10.31 8.13 5.96
Average debt E= (A+D¥2 14.8% 13.52 11.40 9.22 7.04
Cost of debt (%) 6.57% 6.57% A 6.57% 6.57% 6.57% |
Fair Rate of Beturn (FRoR)

The Authority expected AAl to consider appropriate debt financing for its expansion and capitalization
project, so as to optimize its overall cost of capital and FRoR, while also ensuring that its financial

leverage was within reasonable limits,

The costs of equity and debt both influence the ERoR. The balance between these financing sources, their
associated costs, and the overall capital structure of the entity, collectively determine the impact on the

FRoR.

The Authority recommended that AA] might follow the practice of availing 48% debt for capital projects
of Bhubaneswar International Airport, as followed in other similar airports of AAL

The FRoR recalculated by the Authority after considering the analysis discussed above is shown as

follows

Table 53: Fair Rate of Return proposed (o beé considered by the A u!hw rry for the Second Control
Period at Consultation Stage

. (€ Crores)
R | I | P
Particulars Reference :'Im 2024-25 1202627 2027-28
Debt A 14.55 12.49 10.31 | 8.13 596
| Equity B 211.14 321.05 394.49 | 375.68 357.93
Debt + Fquity C= A+B 225.69 333.53 404.80 383.81 363.89
| Cost of Debt - D i- §5T% | - 657 % RS “B57% B.357%
| Cost of Equity E 14% o 1% W% 14% 14%
Individual Year | 645% |°  374% 2.55% 2.12% 1.64%
Gearing | |7 -
gj;gah;d(]earing | G 3.00%
Cost of Debt H 6.57%
Cost of Equity I A%
J=
G*H+(1- o — 13.78%
LFRoR Gl*; i Ty -

7

o
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7.3 Stakeholders’ comments on Fair Rate of Return (FRoR) for ihe Second Control Period

7.3.1 During the stakeholders’ consultation process, the Authority had received comments/views from various

stakeholders in response to the proposals of the Authority in the Consultation Paper no. 22/2023-24 with
respect to Fair Rate of Return (FRoR) for the Second Control Period. The comments by stakeholders are
presented below:

AAI's comments Fair Rate of Return (FRoR) for the Second Control Period

7.3.2 AAI has commented the following:

o The Equity estimation can also yield a range of values depending on the assumptions employed.
= COE depends on ownership structure, Comparable Airports & Revenue Tilf

¢  Asset Beta plays an important role in determination of Equity Beta even if Debt/Equity Ratio is low
(low gearing). Cost of Equily depends on both Asset Beta and Equity Beta.

s [In Ist Control Period of Chennai Airport, AAI had submitted a study conducted by M/s KPMG in
regards to calculation of Cost of Equity wherein, Estimated Asset Beta was (.92 and corresponding
Equity Beta works out to 0.98. The cost of Equity submitted by AAI works out to 16.82%

o« In MIAL, DIAL, HIAL and CIAL the Cost of Equity has been considered @ 15+%. Thus, AERA is
requested to consider the Cost of Equity @ 16% as submiited by AAL

e [tisalso requested to consider the FRoR as submitted by AAL instead of an Average FRoR @ 13.78%
© for SCP.

Other Stakeholders’ comments on Fair Rate of Return (FRoR) for the Second Control
Period

7.3.3 FIA has commented the following:
Para 7.2. 13, ".L"E and Table 45 of CP

“ft is observed that AERA has considered FRoR of 13.78%, with cost of equity at 14%, cost of debt at
6.57%, which is calculated on the basis of cost of equity and debt.

- However, it may be noted that AERA in recent times have approved lower FRoR for other AAI airports
(Third Conirol Period), such as Chennai (11.98%), Pune (11.68%), and Cochin (11.63%).
In this regard, AERA may consider: - Ul
: i
a) to conduct an Independent Equity and FROR studv;
b) consider the fact that aivport industry in India has been established, hence the risk is lower as this
is a cost-plus margin business; and

¢} o review the financial closires deiails, debt to eguity ratio based on actual weighted average rather

- -

than a notional perc emage

Further, it is to be noted, thar while such fixed/ assured return favours the service prowder/an port
operators, it creates an imbalance against the airlines, which are aly eady Suﬂermg Jfrom huge losses and
are bearing the ddverse financial impact through higher tariffs.

Due to such fixed/assured returns, Airport Operators have no incentive to look for productivity
improvement or ways of increasing efficiencies, take steps to reduce costs as they are fullv covered for
all costs plus their hefiy returns. Such a scenario bréeds inefficiencies and higher costs, which are
ultimately borne by airlines. i
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Without prejudice to the above:

1. In the present scenario any assured return on invesiment to any services providers, in excess of six
(6) % (including those on past orders) will be onerous for the airlines, i.e., being at par with
reasonable returns on other investments afler tax based on the curren! economic situation of
worldwide run-away inflation coupled with vising and historic interest rates offered by banks.

In case AERA is unable to accept our recommendation mentioned above, AERA is requested to
conduct an independent study for determination of FRoR to be provided to the Airport operator.
Such independent study can be exercised by the powers conferred under the AERA Act and in line
with studies being conducted by AERA in case of certain major airport operaiors.”

AAD’s responses to other stakeholders’ comments on Fair Rate of Return (FRoR) for
the Second Control Period

AALI has responded to FIA’s comments as under
1. “The FRoR for an airport depends upon the cost of equity and cost of debt.

2. In Ist Control Period of Chennai Airport, AAl had submitted a study conducted by M/s KPMG in
regards to calculation of Cost of Equity wherein, Estimated Asset Beta was 0,92 and corresponding
Equity Beta works out to 0.98.

The cost of Equity submitted by AAIl in rio BIA Airport works out lo 16%, whereas AERA has
considered cost of equity is 4% only resulting FRoR to 13.78%.

AERA has been considering cost of equity at 14% as against 16.82% as per study report submitted
by M/s KPMG. The variation in the FRoR rates at the airport is due 10 the gearing and the cost of
debt.”

Authority’s analysis on stakeholders’ comments regardmg Fair Rate of Return (FRoR)
for the Second Control Period i

Regarding AAI’s comments on Cost of Equity and FRoR, the Authority has given its detailed analysis in
para 4.5.8 and the same may be referred to. Tt is pertinent to note that the debt equity ratio

Further, it may be noted that AERA considers notional debt equity ratio of 48:52 for PPP Airports. In this
regard, the Authority may use a notional debt equity ratio for AAI airports in future in hne with PPP
Airports. 3

Regarding AAI’s comments on the Study commissioned by AAl throug]i M-'s. KPMG on Cost of Equity,
it is to be noted that the Study pertains to 2011, which is quite dated report. Further the Authority is of
the view that the studies sponsored by the respective Airport Operators, have an inherent conflict of
interest. Therefore, in the present context, there is no relevance of the outcome of this Study report.

The Authority has noted the comments of FIA on FReR and the response of AAL. 77~ =~

+ The Authority has conSidered the Cost of Equity as 14% and Cost of Debt as 6.57% ?;\5 claimed by
AAI for Bhubanéswar Airport, as followed for other AAI airports in the past. However, it may be
noted that gearing ratio is based on the quantum of debt proposed to be availed by AAI for its capital
projects.

+ The Authority also states that the capital structure of AAI is not adequately leveraged and has asked:
AAI} to make its capital gearing efficient by raising debt funds. Further, the Authority has noted that
in the recent times, AAT has taken steps to make its capital structure efficient by availing debt for
executing capital expansion plans at ceriuin Airports. Hence, at this juncture, the Authprity does not

Hage 102 of 149




FAIR RATE OF RETURN (FRoR) FOR THE SECOND CONTROL PERIOD

intend to conduct an independent study for assessing the normative capital structure as FRoR is
expected to come down over a period on account of the above initiatives of AAL

The Authority also notes FIA's comment on limiting the return on investment to 6%. With respect to
FIA’s suggestions to cap the FRoR in order to avoid burdening the stressed airlines, the Authority is
of the view that an airport is a long-term asset, wherein investors desire a stable retumn on equity.

Therefore, the Authority finds that it is not pragmatic or fair to cap the FRoR, and compare it with
bank deposit rates. Bank deposit rates and commercial lending rates are two différent things altogether.
Similarly, AERA does not agree with the high return on equity claimed by the Airport Operators.
Thus, AERA takes a balanced view in the interest of all stakeholders in the Aviation sector.

7.5.5 The Authority has re-computed FRoR, based on the revised capital expenditure and depreciation decided
by it, as discussed under Chapter 6. The revised FRoR is presented as follows:

Table 54 : FRoR decided by the Authority for Second Control Period
{in T Crores)

CFY FY FY FY

24-15 2025-26 2026-27 2027-28

Debt ‘ . 10.31 8.13 5.96
Equity ' . 394.45 375.64 358.13
Debt + Equity = : 404.76 383.77 | 364.08
Cost of Equity 14% 14% | 14%
Cost of Debt :  6.57% 6.57% 6.57%
Gearing A4% | : 2.55% 2.12% |.64%

Welghted 3.00%
Gearing

Cost of Debt 6.57%
Cost of Equity 14%

={;* 0
FRoR :])f: R 13.78%

7.6 Authority’s decisions regarding Fair Rate of Return (FRoR) for the Second Control
Period

Particulars Reference

Based on the material before it and based on its analysis, the Authority decideS‘the following with regard to
FRoR for the Second Coutrol Period: d

7.6.1 To consider Cost of Equity at 14%.
7.6.2 To consider Cost of Debt as 6.57%.
7:6.3 - To consilét FRGR GF 13.78% fA-BIA forthe Second- Conmrol Parod as per Table-34.

7.6.4 To true up the FRoR while determining tariff for the next Control Period on the basis of actual weighted
average gearing ratio.
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8.1

8.1.1

INFLATION FOR THE SECOND CONTROL PERIOD

INFLATION FOR THE SECOND CONTROL PERIOD

AAD’s submission on Inflation for the Second Control Period for BIA

AAI had not made any submission related to inflation as part of its MY TP submission for Bhubaneswar

International Airport for the Second Control Period

8.2 Authority’s examination on Inflation for the Second Control Period at Consultation

8.2.1

822

8.3

8.3.1
8.4

8.4.1

stage

The Authority proposed to consider the recent “Results of the Survey of Professional Forecasters on
Macroeconomic Indicators — Round 84" released on October 06, 2023 published by the Reserve Bank of
India (RBI). Accordingly, the Authority proposed to consider the mean of WPI inflation forecasts (All
Commodities) for FY 2024 till FY 2028 as given in the 84" round of survey of professional forecasters

on macroeconomic indicators of RBI.

The Authority had assumed that the inflation rate would be stable and remain constant from FY 2025 till
FY 2028. Accordingly, the following table shows the inflation rates as proposed by the Authority for the

Second Control Period.

Tabie 55: Inflation rates proposed by the Authority for the Second Control Period for BIA at the

Consultation Stage

Particulars FY 2024 FY2025 | FY¥ 2026 FY 2027 FY 2028

WPI inflation 0.30% 4.10% 4.10% 4.10% 4.10%

Stakeholders’ comments on Inflation for the Second Control Period

No comments were received from the Stakeholders on Inflation for the Second Contrel Period.

Authority’s analysis on stakeholders’ comments on Inflation for the Second Control
Period [

The Authority has noted that there are no stakeholder’s comments régirding inflation proposed for the
Second Control Period. The Authority has decided to consider the recent “Results of the Survey of
Professional Forecasters on Macroeconomic Indicators — Round 86™ released on February 8, 2024
published by the Reserve Bank of India (REI). Accordingly, the Authority decides to consider the mean
of WPI inflation forecasts (All'Commodities) for FY 2024 till FY 2028 as given in the 86* round of
survey of professional forecasters un macroeconomic indichlors of RBI, for the Second Control Period
for Bhubaneswar International Airport, The same is presented as follows:

Table 56 : Inﬁarfon rates decided by the Authority for Second Conirot Period '

Particulars FY 2024 FY 2025 FY 2026 FY 2027 FY 2028

WPI inflation 0.20% 38058 T 1804 3.80% 3.80%
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8.5 Authority’s decisions regarding inflation for the Second Control Period

Based on the material before it and its analysis, the Authority decides the following with regard to

Inflation for the Second Control Period:

8.5.1 To consider Inflation for the Second Control Period for BLA as detailed in Table 56.
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9 OPERATION AND MAINTENANCE EXPENSES FOR THE SECOND CONTROL

9.1

9.1.1

8.1.2
9.1.3

9.1.4

9.1.5

PERIOD

AAI’s submission on Operation and Maintenance expenses for the Second Control
Period for BIA

Operatlon and Maintenance (O&M) expenses submitted by AAT was segregated into the following:
. Payroll Expenses,

¢ Admin and General Expenditure,

* Repair and Maintenance Expenditure,

¢ Utilities and Qutsourcing Expenditure, and

¢ Other outflows, i.e., Collection Charges on UDF

The expenses related to AAICLAS, ANS, and CISF Seéurhy. were not considered by AAL

AAI had segregated the expenses into Aeronautical exﬁéﬁééé, Non-aeronautical expenses, and Common
Expenses. The Common Expenses had been further segregated into Aeronautical and Non-aeronautical
based on the relevant Ratios.

AAI submmed that the allocation of CHQIRHQ expenses among individual airports had been done based
on the revenue of each Airport.

The summary of Aeronautical O&M expenses proposed. by BIA for the Second Control Penod had been
presented in the table below: i

Table 57: Operation and Maintenance (O&M) expenditure submitted by AAI for Bhubaneswar

International Airport
T Croves)
: FY FY FY FY FY =5
Particulurs - ~ Total
2023-24 | 2024-25 201526 | MI&-17 2027-28

Payroll Costs - Excluding -
CHQRHQ 18.85 20.17 21.58 23.?9 28.86 112.54
Payroll Costs - CHQ/RHQ .
[ . 0.22 0.23 0.25 027 0.33 1.30
Repair & Maintenance o 2636 27.49 28,73 31.60 |  144.29
Utilities & Outsourcing EXpenses: | 5,95 6.22 f.51 “ ﬁg-u 7.14 32.62
Admin, & Other Expenses - '
Excluding CHO/RHO 12.57 14.43 i 15.87 17 A6 19.20 79.53
Admin. & Other Expenses -
CHORHQ Ll 41.50 43,58 4%;1"? 48.05_ 60.06 23895
her Ot flows = £.81- 097 _EI’_‘?; 1304 1.45 245
Total 0&M Espenditure 5 10626 | ... 113097 119852\ 12707 14864 | 61488

9.1.6 The summary of growth Tates assumed by AAI for the O&M expenses had been presented in the table

below:

Table 58: Growth rates in O&M expenditure submitted by Bhubaneswar International Airport

ki 202425 | 202526 | 202627 | 202728
Payroll Costs - Excluding CHQRHQ o] Ve 7% 1% % |  25%
2 B - :
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FY | FY nr FY FY

i 202324 | 202425 | 2025-26 | 2026-17 | 2007-28
Payroll Costs- CHQRHQ 2 s % % 25%
Utilities & Outsourcing Expenses 4% | 5% 5% 5% 5%
Repair & Maintenance Expenses - | 4% 5% 5% 5%
éﬁrgfr& :OOIher Expenses - Excluding .y 10% 10% 10% 10%
Admin, & Other Expenses - CHQ/RHQ 5% 5% 5% 5% 25%

9.1.7 Further, the summary of allocation of expenses between Aeronautical and Non-aeronautical as proposed
by AAI is given in the table below:

Table 59: Allocation of O&M expenses submitted by AAI for Bhubaneswar International Airport
Jor FY 2022-23

Mon-neronswticsl
Payroll Costs — Excludmg CHQfRHQ ; 97.06% 2.94%
Payroll Costs ~CHQ/RHQ 97.06% 2.94%
Repair & Maintenance — Civil 95.01% T 49%
Repair & Maintenance — Electrical 96.00% 4.00%
Repair & Maintenance - TT 97.06% 2.94%
! Utilities 100% -
[TUpkeep Expenses 95.01% 4.99%
mﬁtﬂér Expenses - Excluding CHQ/RHQ 95.01% 4.99%
| Admin. & Other Expenses - CHQ/RHQ 95% J 5%
Other Outflows 100%

9.2 Authority’s examination of Operation and Maintenance expenses for the Second .
Control Period at Consultation stage

9.2.1 The Authority had considered the data for FY 2022-23 {which % the st Tariff Year of the First
Control Period) based on actuals, The Au1hnnty abserved that the G&M expenses approved by
AERA in the tariff order for the First Control Period for BIA was for Z 372.86 Crores (refer Table
18), against which actual expenses of T 413.93 Crores (refer Table 17) was submitted by AAI for BIA for
true up of the First Control Period. The Authority examined the above actual O&M expenses and had
pm]-uqmd ¥ 3R, I;!_I !lf“mm». [_n.’ﬁ.T_—'!‘ahE;J Hu bz !:?.mq.pp.fur_@_m I_"..i_.rs.'i {.'.'nntrn-l Penod.- Howewer, A AL had
submitted its O&M expenses for Bhubaneswar International Atrport for the Second Control Period as
261488 Crores which was 63% higher than the O&M expenses appioved by the Authonity for true up
of the First Control Period (which 1s ¥ 378.10 Crores).

Allocation ofO&M cxpenses to Aeronautical a = activities

9.2.2 The Authonty examined the allocation of Operational and Mamtenance expenses by AAI between
Aeronautical and Non-aeronautical activities for Bhubaneswar International Airport. Thie same was
explained in the following paragraphs. L

o
9.2.3 AAI had segregated the payroll expenszes -E!'sﬁﬂ'l'dmg E‘H@ {RHC) between Aeronautical and Non-
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Aeronautical in the Employee ratio of 97.06%: 2.94% for FY 2022-23, which was derived based on
the headcount of acronautical and Non-Aeronautical staff within the airport. Based on the review of
the above assumptions, the Authority considered the basis of apportionment by AAI to be
appropriate.

9.2.4 AAI had segregated the expenses towards utilities between Aeronautical and Non-aeronautical after
considering the recoveries made from the Concessionaires. Based on the review of the above
assumptions, the Authority considered the basis of apportionment by AAI to be appropriate.

9.2.5 Upkeep expenses (included under Administrative and General Expenses) and Repairs &
Maintenance (Civil) had been apportioned in the ratio of Terminal Building by AAI which is
95.01%: 4.99% However, the Authority proposed to re-allocate the above expenses in the Terminal
Building ratio of 92%:8%, as detailed in para 6.3.9.

9.2.6 Repair and Maintenance expenses — IT had been apportioned by AAI in the Employee Ratio of
97.06%: 2.94% (Acronautical: Non-Aeronautical) as they pertain to IT assets utilised by the
employees. The Authority considered the segregation proposed by AAI to be reasonable.

9.2.7 Administration expenses of CHQ/ RHQ had been allocated based on methodelogy defined in para 4.7.4
(a) and (b), The same had been explained in para 9.2.10.

9.2.8 Based on the above factors, the Authority had determined the following basis for allocation of expenses,
which is as follows:

Table 60: Allocation of O&M expenses proposed to be considered by Authority for Bhubaneswar
International Airport for FY 2022-23 ar Consultation Stage

Particulars o |iE2¥ Aeronswtical Non-aeromautical
Payroll Costs - Excluding CHQ/RHQ : : 97.06% 2.94%
Payroll Costs -CHQ/RHQ 97.06% 2.94%
Repair & Maintenance — Civil \ 92.00% 8.00%
Repair_& Maintenance — Electrical 96.00% g 4.00%
Repair & Maintenance - [T 97.06% : T R AR
Utilities 100% [
Upkeep Expenses ==a 0l _ 1 92.0037‘9 i 8.00%
; Admin. & Other Expenses - Excluding CHQ/RHQ 92.00";’0 8.00%
" Other Outflows 100% 0% i
]

— —— Pavroll EXpenses =

2.9 AAI considered a growth rate of 7% in i:»ayroll expenses for the period FY 2023-24 to FY 2026-27
and 25% increase in FY 2027-28. The Authority noted that AAI has proposed the growth rate 25%
in the last tariff year considering the implementation of 8™ Pay commission. However, cor{sidering
the de-growth in passenger traffic caused by the COVID-19 pandemic and the resultant decrease in
Aeronautical revenues, including profitability, the Authority proposed to consider a growth rate of
6% year on year in payroll expenses for the Second.Control period from FY 2023-24 to FY 2026-
27 and 25% in the last tariff year i.e. FY 2027-28.The above restriction in the growth rate in payroll
expenses, was proposed with the perspegtive Bf rationalising the costs of the Airport. Further, this

-
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growth rate of 6% Y-o-Y was uniformly followed in all AAI and PPP airports.

CHOY RHO Administration and General cxpenscs

9.2.10 The Authority reviewed the basis for allocation of CHQ and RHQ expenses to Bhubaneswar
International Airport for the Second Control Period. Based on the methodology and justification
explained under para 4.7.4 (a) and (b) of this Tariff Order, the Authority had rationalized the CHQ
and RHQ- Administration and General Expenses, projected by AAI for Bhubaneswar International
Airport for the Second Control Period. The same was presented in Table 61.

Hepairs and Maintenance i fNses

9.2.11 The Authority noted that the total Repairs and Maintenance expenses included Resurfacing of Runway
amounting to ¥ 75.33 Cr. AAI had proposed to amortize the cost of resurfacing of Runway over a period
of 5 years commencing from FY 2023-24. Further, the Authority observed that the other R&M expenses
(excluding Resurfacing of Runway expenses) are within the limit of 6% of opening RAB (Net Block)
of the Second Control Period. Based on the above factors, the Authority proposed to consider the R&M
submitted by AAl as justifiable.

Administration and General expenses (other than CHOY RHO a [ TRES

9.2.12 The Authority noted that AAI had projected a 10% increase year-on-year in Administration and
General expenses {other than CHQ/ RHQ and upkeep expenses), which the Authority proposed to
consider for the Second Control Period.

9.2.13 CSR expenses

The Authority noted that AAI had claimed X 5.56 Cr. towards CSR expenses for the Second Control
Period. The Authority had re-computed the allowable CSR expenses in accordance with the statutory
requirements under the Companies Act, 2013 (which was 2% of the average net profits of the preceding
3 Financial Years) and had presented the same as part of Administration expenses (other than CHQY/
RHQ expenses} in Table 6. i

Expenses towards Utilities and Qutsourcing expenses

9.2.14 The Authority examined the expenses towards utilities and noted the following:

Power expenses: AAI had projected the power costs, after netting off the recoveries made from
the Concessionaires {which was assumed to be 10% of the total power costs). The Authority noted
that the power recovery percentage was significantly lower than that &f comparable airports. The
Authority was of the view that with the gradual increase in the Mon-aergnautical operations, AAI
should increase the power recovery from the Concessionaires. Accordingly, the Authority
proposed to consider power recoveries at a notional rate of 25%, while determining tariff for the next
Control Period. The Authority invited stakeholder comments on the same and proposed to analyse this
- further-in the Tariff Order for-the-Second Contral Period.

The Authority noted that AAI had increased she net power costs of FY 2022-23 by 3% year-on-
year for the Second Control Period, which the Authority proposed to consider for determining
0O&M expenses for the Second Control Period.

Outsourcing expenses: The Authority observed the outsourcing expenses had been projected by
AAI towards consultancy charges (which included consultation and professional service charges for
Airport Council for ACI ASC Survey Fees and other associated services), vehicle hire charges and
consumption of stores and spares that included expenses pertaining t6 petrol for vehicles (Cars/Jeep
etc.), consumption of electrical spares and u:hl:rwns_urn::h!es. The Authority found the projection

e ..l....
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towards outsourcing expenses to be reasonable.

Upkeep expenses

The Authority observed that for upkeep expenses, AAI had proposed 10% increase year-on-year
for the Second Control Period. The Authority noted that these were ¢ontractual expenses, wherein
the rates had been finalized for the entire contract period (which waf_; 3 years), and it included the
cost of materials and labour (included statutory benefits such as PF, ESI, Bonus etc). Further, there
was no escalation clause mentioned in‘'the Contract, with respect to revision of the contracted rates. -
Based on the above factors, the Authority proposed to consider only the inflationary effect (refer
Table 55) on Upkeep expenses year-on-year across the second control period, as followed in other
similar airports.

Other outflows

For other outflows, i.e., Collection Charges on UDF, AAI considered the growth rate to be the
same as that of passenger traffic. The Authority propna-.n:l to use the same fundamental approach,
as it found the same to be a reasonable driver. ;

Based on the above observations, the Authority ha'cl determined the O&M expenses, which it
proposed to consider in the Second Control Period. The same had been presented as follows:

Table 61: Operation and Maintenance (O&M) expenses proposed to be considered by rhe
Authority for the Second Control Period at Consultation Stage

it Crores)

i : aEr gy ¥ | wm | o | o
Payroll  Costs Excluding . q
CHQ/RHQ 18.67 19.79 20.98 2234 27.80 109.47
Payroll Costs - CHQ/RHQ 0.22 0.23 | 0.24 0.26 0.32 1.26
Repair & Maintenance 26.28 2740 28.63 29.99 31.48 14317
Linilities & Oulsourcing Expenes 595 .22 6.51 6.81 7.14 32.62
Upkeep Expenses 3.49 391 4.07 4.24 441 20.12
Admin. & Other Expenses - =
Excluding CHORHGQ,  Lipkeep 133 E.51 9. 3 gl k. 29 11.32 47.21
expenses and CSR CRENSES ' |
CSR expenses L i T £ 2.36 3.97
Admin. & Other Expenses -
CHQ/RHQ 35.73 37.52 39.39 4136 4343 197.43
Other Outflows 0.81 0.97 I.12 1.30 1.45 5.65

| Total O&M Expendirare | 9887 | 10454 | W33 | 117.67| 12970 | sers2|

Note: The variance between O&M expenses proposed by the Authority for the Second Coritrol Period
{2 561.52 Cr. ) and that claimed by AAI (T 614.88 Cr.) is on account of the following: .

i. Rationalization of payroll expenses amounting to ¥ 3.07 Cr.

ii, Rationalisation of allocation of CHQ/ RHQ expenses amounting to T 41.52 Cr.

iii. Rationalisation of upkeep expenses amounting to X 6.64 Cr.
The Authority expected AAI to bring in efficisnciss in'dm eI of O&M expenses for the benefit of airport
users and in line with AERA Act, AERA Guidclines. :.m:l 1(. A, Principles

"\- i

S—
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9.2.18 Based on above considerations, the Authority proposed the following growth rates in Operation
and Maintenance expenses, as compared to thie previous year’s actuals/ projections.

Table 62: Growth rates in O&M expenses considered by the Authority for the Second Control Period
at Consultation Stage

2023-24 | 2024-25 | 02526 | 202627 | 2027-28
Payroll Costs - Excluding CHQ/RHQ 6% 6% 6% 6% 25%
Payroll Costs - CHQ/RHQ 6% 6% | 6% 6% 25%
Utilities & Outsourcing Expenses 5% 5% il 5% 5% 5%
Administration & General Expenses - |
Excluding CHQ/RHQ, Upkeep expenses 10% | 10% 10% 10% 10%
and CSR expenses : | |
éﬁg}rgﬁghon & General Expenses - S%i 5% 5% 5% 50
Other Outflow 19% | 20% | 16% 16% 11%

9.3 Stakeholders’ comments on Operation and Maintenance Expenses for the Second Control
Period

During the stakeholders' consultation process, the Awuthority had received comments/views from various
stakeholders in response to the proposals of the Authority in the Consultation Paper no. 22/ 2023-24 with
respect to Operation and Maintenance Expenses for the Second Control Period. The comments by
stakeholders are presented below:

9.3.1

AAD’s comments on Operation and Maintenance _Expenses for the Second Control P_eriod‘
9.3.2 AAI has commented the following:
i  Payroll expenses
Para 9.2.9 of CP

e “7% is the average increase in the payroll due to annual increment of 3% in salary, increase in
HRA, quarterly increase in DA and Employer contribution to PF. In all other Airports AERA has
considered 7% increase. The figures for the SCP are gimuine as submmed by 441

*  The following Jllustranon clearly shows that rhere ks i :::mtga. | ﬁ 1% increase in the Payroll

expenditure. Thérefore, AAI requests AERA to consider the figurds for' thi SCP as submitted by AAI
Calcularion of imcremental ineneses in salary (in % Teérms)
Particulars
Rs) - Year 1 Year2 Total Difference
ol |92 lo3 lo4 lot o2 Q3 Q4 Yearl | Year2
BASIC | 30000 | 30000 | 30000 | 30000 | 30900 | 30900 | 30900 | 30900 | 120000 | 123600 3600
DA 5520 | 6960 | Bie0 | 8820 | 9270 | 10042.5 | 10753.2 | 11494.8 29460 | 41560 | 12100
HRA 8100 | 8100 | 8100 8100 | 8343 |- -H-."LL'!- 8343 8343 32400 | 33372 972
PERKS | 10500 | 10500 | 10500 | 10500 | baifiis | {nii%el, ~10815 | 10815 | 42000 [ 43260 1260

-:./' e
M £
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EPF

| 3600 | 3600 | 3600| 3600 | 3708 |

Total

3708 | 3708 |

3708 |

14400 | 14832 I

432

238260 256624

18364

Particulars

% Increase

DA
HRA

18.40%

23.20%

27.20%

29 40%

30.00%

32.50%

34.80%

37.20%

27%

27%

27%

27%

27%

27%

27%

27%

PERKS

35%

35%

35%

35%

35%

35%

35%

35%

EPF

12%

Ry

2%

12%

12%

12%

2%

1M

18364

Total increase (in Rs.)

% increase 7.71

Assumptions :
o Year I Means Previous Year
o Year 2 Means Current Year
Basic Pay — 3% vearly increase considered.
Dearness Alfowance- Quarterly increase considered.
HRA, Perks & EPF — Considered Constant

In the abovementioned example, the Salary expenditure for Year I shown as Rs. 2,38,260/- per
emplovee. Whereas, in the vear 2 the salarv expenditure is shown as Rs. 2,56,624/- per employee.
On the basis of above assumptions, the incremental expenditure on the head of salary is Rs.
18.364/- per employee which comes out to 7.71% on Year on Year basis.

AAl requests AERA to consider 7% increase on Year on Year basis for the SCP on the basis of
above calculations.”

ii. CHOY RHO Admificisrratiog and General Expenses

Parg 9.2.10 of CP
s “AERA has reduced the allocation of CHO/RHQ Administration and General Expenses to the tune
of 15% for SCP (FY 2023-24 10 FY 2027-28). It is worthwhile to mention here that AAI has already
consider 5% reduction while allocating the CHQ/RHQ expenditure and reducing further by 15% by
AERA for the SCP is on the higher side. A4l has engaged the Institute|of Cost Accountants (ICMA)
{as suggestion by AERA) to study the methodology CHQ/RHQ allocations.

o In View of the Above AERA is requested to consider the CHQO/RHQ expenses as submitted MYTP
for SCP.”

Reduction in Allocation Ratio
Para 9.2.5 of CP

“dAI has calculated the ratio of 92.47:7.53 based on aciual aflocations in 1stControl Period and
projections for 2nd Control Period whereas R&M expenses (Civil and Electrical) has been allocated
by Authority based on the notional ratio of 92:8. By reallocating to a notional ratio AAI will be losing
by allocating in 92:8 ratios instead of actual ratio.

AAI requests AERA to consider Allocation ratio of expenses as submitted in MYTP for SCP.”

iv. CSR Expenses

o
£
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Para 9.2.13 of CP

“As per the provisions of Section 135 of the Act, the Companies (CSR Policy) Rules, 2014 and the
DPE Guidelines, 2014, two percent of the average net profits (to be calculated in accordance with
the provisions of the Act) during the three immediately preceding financial years will be allocated for
CSR activities every year.

In this regard, it is pertinent to mention that CSR computation based on profit ought to be done for a
company as whole and not at station level/standalone bdsis.

CSR Budget will be utilized for implementing CSR projects approved by the Board on an annual
basis. The budget allocation to the CSR Schemes shall be made in the beginning of every financial
vear after considering the CSR budger for that year.

In View of the above, AERA is requested to consider CSR expenses as submitted by AAl in the
MYTP for SCP.”

v. Evpenses fowards Uiiliiies and Ouisourcing expeases
Para 8.2.14 of CF

“ft is submitted that AAl cannot levy electricity charges over and above the units consumed by the
concessionaires and the same is approved by the competent Authority.”

vi., Upkeep Expenses
Para 9.2.15 of CP

“AERA has reduced upkeep expenses by Rs. 6.64 cr. as AERA has considered inflation rate whereas

AAI has proposed for 10% increase YOY for the SCP. In this regard AAl submits that the 10%
increase in consideration of 5-10% increase in contractual obligations including increase in
minimum wages.

In view of the above it is requested 1o AERA to consider 10% increase in upkeep expenses Yo¥
basis as submitted by AAL™

Other Stakeholders®’ comments on Operation and Maintenance Expenses for the Second

Control Period
FIA has commented the following:

Parag L2 1 af OF A . - W=

“FiA submiis that, as observed by AERA itself, that there has been major vitriance in the O&M expenses
approved by AERA for First Control Period from the actuals submitted by BIA. Further, BIA has
increased the O&M expenses for the Second Control Period by 63% from the First Control Period, even
though there has not been implementation of major Cape.r prO_}QCIS such as construction of Terminal
Bt

In this regard, and particularly as AAI has shifted the construction-of new Terminal Building (T3) 1o the
Third Control Period (refer Para 6.3.6 (43) (ii] of the CP). We request AERA to kindly rationalise the
O&M expenses by conducting an independent study on the actual requirement of O&M for this Control
Period.”

Parag 9.2, 14 P

While we are in agreement with AERA that as BIA gradually expands its Non-aeronautical operations, it
should also proportionately increase the pagrpecovery charges from Concessionaires. Thus, BIA is

requested to constitute a committee to mw r\.’u\.!:_i,- to Power expenses and submit a report on
b4
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the same to AERA, for greater transparency.

Parg 9.2.9, 9.2.10, 9.2.12, Table 50, 51 of CP

FIA submilts that, in para 9.2.9, AERA for the purposes of estimating manpower expenses have considered
a 6% growth rate & 23 % (in the FY 2027-28), which is quite high.

Further FIA requests AERA to not provide such huge escalations, for the following:

i, Para9.2.12 Administration and General Expenses-Excluding CHO/RHQ, Upkeep expenses and CSR
{approx. 10 % YoY)

ii.  Para 9.2.16 Other Cuiflow. (between 11 to 20% Yol)

In view of the above, it is submitted thar the current estimated O&M expenses requires further scrutiny
by way of an Independent Study in this Control Period, so that any deviation is not reported for Second
Control Period. which will result in over recovery of ARR in next control period under garb of True up.

FiA4 wishes to highlight that the same has been proven in cases of other PPP Airports like DIAL. MIAL,
BIAL that while truing up the O&M in subsequent conirol periods, it always leads to over-estimation
which has been observed leading to higher tariff in pasr control periods.

We further submit that, while the aviation sector, including airlines have incurred huge losses and are
struggling to meet their operational costs, the Airport operator on the other hand seems to have
incurred/will incur incremental expensés which may not appear prudent considering the significant losses
incurred by the aviation sector.

In view of the aforementioned reasons, we request AERA to condtct an independent study for deterniining
the true value of the O&M expenses before appraving the tariff for the Second Control Period,

AAD’s responses to other stakeholders’ comments on Operation and Maintenance
Expenses for the Second Control Period

9.4.1 AAI has responded to FIA's comments as under

i "R&M Expenses: There are various heads of R&M expenses which are incurred for Operational
Requirements, Regular maintenance of the airport infrastructure and equipment at the airport.

The costs captured by the airports are based on the actual spend. To determine the costs, there are
detailed tendering mechanisms jor every contract and approving authorities as per delegation of
powers approved by Board. Further, the accounts of aivparig areghbicct to C&AG audit on a
yearly basis. Further, AERA has proposed an increase of U&Mxpenses for the Second Control
Period by 39% only over the 5 vears i.e. from the First Control Period (excluding the amount 75.33
crs. for re-carpeting of Runway i.e. special repair work) which is reasonable taking into account
Maintenance of old TB, equipments etc. Even though the capex of the NTB is shified to 3rd CP,
the RdeM expenses are ineréasing. due o reconfiguration.of the exising Terminal Building and
increase m the cost of labour, matenaf cleaning, electricity, water eic. ' =

-

i tis submured that AA cannot fevy electricity charges over and above the units consumed, by the
.concessionaires and the same is approved by the competent Authority.

iii. 7% is the average increase in the pavroll due to annual increment of 3% in salary, increase in
HRA, quarterly increase in DA and Employer contribution to PF. In all other Airports AERA has
considered 7% increase.

The following illustration clearly shows that there is an average 7.71% increase in the Payroll
expenditure. Therefore, AAl requests AERA (o consider the figures for the SCP as submitted by
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|
i AAL
The following illustration clearly shows thar there is an average 7.71% increase in the Payroli
| expenditure.
: Calculation of incremental increase in salary (in % Terms)
| | Particulars :
| | (Rs.) Year | y Year 2 Total Difference
I i3 Ql Q2 Q3 04 0l Q2 Q3 04 Year]l | Year2
| | BASIC | 30000 | 30000 | 30000 | 30000 | 30900 | 30900 | 30900 30900 | 120000 | 123600 3600
DA | 5520 6960 | 8160 | 8820 9270 | 10042.5 [ 10753.2 | 11494.3 | 29460 | 41560 12100
HRA 8100 | 8100 | 8100 | 3100 | 8343 8343 8343 8343 | 32400 | 33372 972
| | PERKS 10500 | 10500 | 10500 | 10500 | 10815 | [0815| 10815 10815 | 42000 | 43260 1260 |
Il | EPF 3600 | 3600 | 3600 | 3600 | 3708 3708 3708 3708 | 14400 | 14832 432 |
Total 238260 256624 18364 I
Particulars | % Increase
DA 18.40% | 23.20% | 27.20% | 29.40% | 30.00% +_ 32.50% | 34.80% | 37.20%
HRA 27% | 27% 27% 27% 27% | 27% 27% 27%
| | PERKS 35% 33% 35% 3500 18 TS5 35% 35% 35% |
| | EPF 12% 12% 12% 12% 12% 12% | 12% | 12% |
| Total Increase (in Rs.) 18364
| % increase 7.71
|
Assumptions ;

»  Year ! Means Previous Year
»  Year 2 Means Current Year
Busic Pav — 3% yearly increase considered.
*  Dearness Allowance- Quarterly increase considered,
*  HRA, Perks & EPF — Considered Constant .

in the abovementioned example, the Salary expenditure for Year I shown as Rs. 238260/~ per
emplovee. Whereas, in the vear 2 the salary expenditure is shown as Rs. 256624/- per employee. On
the basis of above assumptions, the incremental expenditure on the head of salary is Rs. 18364/ per
emplovee which comes ot to 7.71% on Year on Year basis. Further, an addition 18% estimated
increase has been considered in the FY2027-28 due to the expected revision of wages as per DPE in
the T, - - —

ke SN - -

AAl submits that the 10% increase in consideration of 5-10% increase in contractual obligations
including increase in mininium wages.

CSR Expenses

As per the provisions of Section 135 of the Act, the Companies (CSR Policy) Rules, 2014 and the DPE
Guidelines, 2014. two percent of the average net profits (to be calculated in accordance with the
provisions of the Act) during the three immediately preceding financial years will be allocared for CSR
activities every yvear.
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CSR Budget will be utilized for implementing CSR prajects approved by the Board on an annual basis.
The budget allocation to the CSR Schemes shall be made in the beginning of every financial year after
considering the CSR budget for that year.

CSR provisions are made on the basis of 2% of Average profits of preceding 3 financial years at
Corporate Level.”

9.5 Authority’s analysis on Stakeholders’ comments regarding Operation and
Maintenanceé Expenses for the Second Control Period -

9.5.1 The Authority notes the comments of AAIl regarding Operating and Maintenance Expenses and
provides its views as follows:

i. The Authority notes AAI's comments, explanation and the illustration given by AAI for annual
growth in Payroll Expenditure. Tt is observed that in its calculation, AAI has considered an increase
of 10% to 12% of DA in one year, which is not the realistic figure. Further, the Authority notes that
in the past AAl had claimed only 5% growth in Payroll expenses for Pune International Airport.
Based on the above factors, the Authority decides to consider a growth rate of 6% year on year in
payroll expenses for the Second Control period, as considered for other similar AAI Airports and
PPP airports.

ii. The Authority notes the comments of AAI regarding allocation of CHQ/RHQ expenses to BIA and
has provided its detailed analysis in para 4.7.11 of this Tariff Order. -

iii. The Authority has considered Terminal Building ratio of 92:8 based on the recommendation of IMG
norms and that approved by AERA for other similar Airports (as stated in para 6.3.9 of this Tanff
Order). Further, the Authority notes that the other stakeholders have counter views on the Terminal
Building ratio of 92:8 considered by the Authority. However, the Authority has retained its stand
taken at the Consultation stage with respect to Terminal Building ratio of 92:8 and has not increased
the propomon of Non-aeronautical area, based on the comments of other stakeholders

iv. Regarding AAI’s comments on CSR expenses, the Authority has provided its detailed analysis in
para 4,7.10 of this Tariff Order.

v. The Authority had provided detailéd justification for considering only inflationary effect for increase
in Upkeep expenses (refer para 9.2.15 in the Tariff Order). In view of the above, the Authority
decides to retain its proposal given at the Consultation stage.

9.5.2 Regarding FIA’s comments on Operating and Maintenance E)Eptn.:igs, the Authority has the
following views: ) : e

i.  The Authority has noted comments of FIA with respect to rationalisation of O&M expenses.
The Authority has examined in detail each component of the O&M expenses submitted by
AAJ for Bhubaneswar Airport, with respect to eisentiality and reasonableness and has
comsidered only the O&M expénses that are & essential for operational réquirements of the™
Afrport. ' H

It is also pertinent to note that there are several factors such as inflation, ageing of assets and
increase in capacity, which have an impact on various O&M expenses.

Based on the above factors, the Authority has rationalised the various components of O&M
expenses submitted by AAI for Bhubaneswar Airport for the Second Control period.

Regarding FIA’s comment on conducting an independent study, the Authority reiterates that
such studies are conducted based upon the size of the Airport, its scale of operations, level of
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complexities etc. Bhubaneswar being a small airport, the Authority decided to accomplish this
exercise in-house.

The Authority, through its Independent Consultant has verified the Power expenses of AAl
and the amount recovered from the Concessionaires from the books of account maintained by
AAL

Regarding FIA’s comments on Payroll expenses, the Authority had considered a ohe-time
increase of 25% in Payroll expenses in FY 2027-28 at Consultation stage, keeping in view
the implementation of 8th Pay Commission (as stated in para 9.2.9 of this Tariff Order).
However, the Authority decides to increase the payroll for FY 2027-28 by 6% instead of 25%
and consider the increase in payroll expenses due to any change in legal/ statutory requirement
(such as 8th Pay Commission) for BIA on actual incurrence basis, at the time of true up of the
Second Control Period, while determining tariff for the next Control Period, subject to
reasonableness and efficiency.

Administration expenses (other than CHQ/ RHQ allocation and upkeep expenses) include
office expenses, travelling, legal, telephone expenses etc, wherein the Authority had
considered a 10% Y-o0-Y increase, as followed generally in other similar Airports.

Other outflows include collection charges on UDF, which is based on growth in passenger
traffic. Therefore, the growth in other outflows is in line with traffic growth.

9.5.3 The Authority has decided to consider, a return equal to FRoR on the unamortized portion of Runway
Re-carpeting expenses, as followed in other similar airports and include it as part of O&M expenses
for the Second Control Period for BIA. Computation of the same is as follows:

Table 63 : Runway recarpeting expenses decided by the Authority for the Second Control Period

in ¥ Crores)

FY FY FY FY FY
Particulars 2023-24 | 2024-25 | 2025-26 2027-28 | Total
| Opening Balance | | 6026 45.20 15.07

| : = |
Bunway recarpeting expense 7533 | 75.33 I
incurred during the year | ; |
I

Runpaygerapeting amorn ized 1507 1507 15.07 75.33
during the year g

B
| Closing Balance 60.26 45.20 i 5;15.0'? 150.66

j FRoR {(refer Table 54 ) 13.78% 13.78% 13.78% 13.78%

Return on the unamortized
i-portionofrecarpeting— - AE—] 1 B30~ 4.5 -2:08-|--—20.76 |
| expenses | 4
4 * T 1 = .
galRenysy.Reeirpetin: 1507 | .23.37 1922 1714  96.00
| expenses : i scl]

9.5.4 Based on the above factors, the Authority has derived the Aeronautical O&M expenses, which it
decides to consider for Bhubaneswar International Airport for the Second Control Period, which is
as follows:
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Table 64 : Operation and Maintenance (O&M) expenses decided by the Authority for the Second Control

Period
{{ Crares)
FY FY FY FY FY
Particulars . Total
2023-24 2024-25 | 2025-26 | 2026-27 | 2027-28

Payroll  Costs Excluding
CHQ/RHQ 18.67 19.79 20.98 22.24 23.57 105.25
Payroll Costs - CHQ/RHQ 0.22 0.23 0.24 0.26 0.27 1.21
Repair & Maintenance 11.21 12.33 13.56 14.92 | 16.41 68.44
2;)"“3’ oy cameine (eler Tabt 15.07 2337 21209 1922 1704 96.09
Utilities & Outsourcing Expenses 593 6.22 6.51 6.81 7.14 32.62
Upkeep Expenses 3.49 3.90 4.05 4.20 | 4.36 20.00 |
Admin, & Other Expenses - '
Excluding CHQ/RHQ allocation, 7.73 8.5l 9.36 10.29 11.32 | 47.21 |
Upkeep and CSR expenses 1 |
CSR expenses 0.20 1.05 2.34 | 3.58
Admin., & Other Expenses |
CHQ/RHQ LL 3573 37.52 35.39 41.36 43.43 i 197.43
Other Outflows 0.81 0.97 112 1.30 1.45 | 5.65
Total O&M Expenditure 98.87 112.83 116.70 121.65 127.43 57748

Note : The variance between the O&M expenses decided by the Au'tl;orily for the Second Control Period for BIA
(which is T 577.48 Cr.) and that considered at the Consultallon stage (which is T 561.52 Cr.) 1s on account of the
following:
i.  Non consideration of one time increases of 25% in Payroll expenses in FY 2027-28 {increase proposed by
AAI due to revision in PayScale on account of 8" Pay Commission), resulting in reduction of Payroll
expenses by £4.27 Cr. :

ii. ©  Reduction in Upkeep expenses due to consideration of inflation ratés as per Table 56.

iil. [nclusion of retum on unamoriized Kunway Recarpeting expenses. nf! _J.:Tﬁ Crores.

9.6 Authority’s decisions regarding Operation and Maintenance expenses for the Second
Control Period

Based on the material before it and based on its analysis, the Authonty decides the following with regard to
O v expenses for the: Second Control Pemod. = =

< 9.6.1 To consider O&M expenses for the Second Control Period for BIA as per Table 64.

9.6.2 To consider the O&M expenses incurred by AAI for BIA during the Second Control Period 3ubject. to
reasonableness and efficiency, at the time of tariff determination for the next Control Period.
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10 NON-AERONAUTICAL REVENUE FOR THE SECOND CONTROL PERIOD
10.1 AAD’s submission on Non-aeronautical Revenue for the.Sécond Control Period for
Bhubaneswar International Airport
10.1.1  AAI had forecasted revenue from Non-aeronautical services for Bhubaneswar International Airport
as below:
Table 65: Non-aeronautical revenue projections submitted b)-) AAl for Bhubaneswar International

Airport
(% Crores)

1. Passemger related revenue
Restaurant / snack bars 6.88
T.R. stall ' 5.70
Hoarding & display
Car Rentals

Car parking
Admission tickets

Other Misc. Income

2. Other Revenue
. Land Leases 6.74 708 | 8.92
: Building (residential) 0.03 0.03 0.04
! Building (non-residential} 1.04 1.12 1.29
| Total 3035 33.02 3687 | 399

10.1.2 The growth rates assumed by AAI had been presented in the table below.

Table 66: Growth rates assumed by AAI for Bhubaneswar International Airport for Non-aeronautical
revenue

Purticalas — QTT T wna | Leinse] 20k | 22627 | 0228
1. Passenger related revenwe | 1 i
Restaurant / snack bars 10.00% 10.00% 10.00% 10.00% 10.00%
T.R. stall 8.08% 13.17% 10.00% 10.00% 10.00%
Hoarding & display 9.89% 10.00%, 10.00% 10.00% 10.00%
Cir Kéntals a == B R s - L o0, 100G
Car parking 10.00% 100 | 10.00% 10.00% «» 10.00%
Admission tickets . 4.11% 4.95% | 5.01% 5.06% 4.95%
Other Misc. Income -55.00% 5.00% | 5.00% 5.00% 5.00%

2. Other Revenue
Land Leases 5.00% 5.00% | 20.00% 5.00% 5.00%
Building (residential) 5.00% 5.00% 5.00% 5.00% 5.00%
Buribding {non-residential) 5.16% 7.50% 7.50%, 7.50% 7.50%

e ——— e S
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10.2 Authority’s examination of Non-aeronautical revenue for the Second Control Period at
Consultation Stage

10.2.1 AAI had projected non-aeronautical revenue of T 30.35 crores in FY 2023-24 whereas, actual non-
aeronautical revenue in FY 2022-23 was % 31.17 crores. Therefore, the Authority had considered the
actual Non-aeronautical revenues for FY 2022-23 as a basis for projecting Non-acronautical revenues for
the Second Control Period. The Authority reviewed sample contracts executed with the Concessionaires
by AAI during FY 2022-23, to assess the Non-aeronautical revenue projected by AAI for the Second
Control Period and found the same to be reasonable.

10.2.2 Further, the Authority noted that the projections towards Operation and Maintenance expenses for the
Second Control Period had increased substantially, as compared to the Non-aeronautical revenues. The
Authority wanted the stakeholders to comment on the above aspect.

KHevienue : e vi

10.2.3 Considering the positive outlook of the GDP growth predicted by the Gol, increase in the consumer
spending pattemn and the growth of the passenger traffic, the Authority proposed to consider the growth
in the Passenger related revenue (Trading Concessions and other miscellaneous income) for the Second
Control Period, in accordance with the growth rate in domestic passenger traffic as shown in Table 33.

Other revenue — Rent and Services

10.2.4 The Authority noted that AAT had assumed 5% Y-O-Y increase in revenue from Building (residential)
and 7.5% Y-O-Y increase in revenue from Building (Non-residential)from FY 2024-25. The Authority
noted that AAl had estimated revenue from land lease for FY 2023-24 and FY 2024-25 at a growth rate
of 5% and for FY 2025-26 growth rate of 20% and thereafter 5% Y-O-Y growth rate. The Authority
proposed to consider the same for determining NAR for the Second Control Period for Bhubaneswar
International Airport.

10.2.5 Based on the Authority’s examination, the NAR detennmed for Bhubaneswar l.ntemanonal Airport for
the Second Control Period had been presented in the table below:

Table 67: Non-aeronautical revenues proposed by the Authority for Bhubaneswar International Au port
for the Second Control Period ar Consultation Stage

(T Crores)

. : FY
Pacteatars 1 | 207333 |2034225" | 202536 77 202728 | 1o

| 1. Passenger related revenue

| Restaurant / snack bars 5.03 6.04“‘ _7£0_ _ 8.12 ¥ 9.02 35.21
LR sl NS o Yol Kol 56k 739 | 28.86
| Hoarding & display B olgs | _ Wi.sh A 15.90 17.65 '68.92
| Car Rentals ; i 1.46 169 . 19 2.17 8.49
| Car parking 1.36. 1.63 1.89 2.20 2.44 9.52
i Admission tickets 0.07 0.09 0.10 0.12 0.13 0.51
| Other Misc. Income 631 757| - 879 10.19 1131 4418

| 2. Other Revenue Sed i
| Land Leases 6.74 7.08 8.49 292 | 9.36 40.59 |
| Building (residential) 0.03 0.03 | 0.04 0.04 (.04 0.18 |
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WY FY FY FY FY AT

R : 2023-24 | 2024-25 | 202526 | 2026-27 | 2027-28 Bt
| Building (non-residential) 1.04 1.12 1.20 1 Pl e B ) 6.05
| Total 35.78 41.78 48.65 5540 6091 | 242.53

10.2.6  The revised growth rates proposed by the Authority had been presented in the table below:

Table 68:Growth rates in Non-aeronatutical reveniie proposed by the Authority at Consultation Stage

Particulars 02324 | 202425 | 202526 | 202627 | 202728
1 Passenger related revenue
| Restaurant / snack bars 18% | 20% 6%  16% 1% |
T.R. stall  18%)] 20% 16% 16% 1% |
| Hoarding & display 18% | 20% 16% 16% 1% |
Car Rentals 18% | 20 16% 16% 1% |
Car parking 18% a0 16% 16% 11% |
Admission tickets 18% 20% 16% 6% |  11% |
Other Misc. Income 18% 20% | 16% 16% 11%
| 2. Other Revenue e
Land Leases 5% 5% 20% 5% 5%
Building (residential} 5% e 5% 5% 5%
Building (non-residential) 5% . 118% 7% ‘?-‘%: 8%

10.3 Stakeholders’ comments on Non-acronautical révenue for the Second Control Period

10.3.1 During the stakeholders’ consultation process, the Authority had received comments/views from
various stakeholders in response to the proposals of the Authority.in the Consultation Paper no. 22/
2023-24 with respect to Non-aeronautical revenue for the Second Control Period. The comments
by the stakeholders are presented below:

AAT’s comments on Non-aeronautical revenue for the Second Control Period
10.3.2 AAI has commented the following:

“AERA has linked the Growth of revenue from TR stall, Car Renial, j;.u.r ing, hoarding and display,
Admiission Tickets amd Other Mise, Incomie fo ihat of . . In this regard it is
suharitied that major contracts at airperts are based on fived Hocnse foés dnll the License Fees will not
be changed due to any increase in the increase in the consumer spending pattern and the growth of the
passenger traffic. Further for other miscellaneous Income, grawth of 5% has already been considered
in the MYTP for SCP whereas AERA has linked with the grrowth rale of passengers. Other misc. income
CONTSIREE af Froisfer o) evwrdig EMDSD anid -.m'.e‘-.‘i-:-.-u;:- wilthcie MRcens istent Witk the normal canrse af

£

business?

AAI has Projected 10% growth for Restaurant/snack bars, Car Rental & Car Parking. For Hoarding
& Display Growth rate for FY 2023-24 projected 9.89% and for the remaining years of SCP Growth
rate is projected 10%. For TR stall, 8.08% is projected for FY 2023-24 whereas for FY 2024-25 growth
rate is projected 13.17% and for the remaining years of SCP growth rate projected 10%. For Other
misc. Income 5% is projected for the FY 2024-25 to FY 2027-28. i"u.’u." Non-Aero revenue has been
projected by AAI for SCP amounting to Rs.i81.35 crores keeping the annual escalation and other

Jactors into consideration.
f // [ 3 L
{ = fily : e 0= Vi
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| In view of above, AERA is requested to consider the growth vate as claim in the MYTP for SCP which
amounts to Non-Aeronautical Revenue of Rs. 183.55 Crore instead of Rs. 242.53 Crore.”

Other Stakeholders’ comments on Non-aeronautical revenue for the Second Control
Period

10.3,.3 FIA has commented the following:
Para I0.2.1, 10.2, Table 55 & 56 of CP

“It is observed thar the Non-Aeronautical Revenues.( ‘NAR’) projected by BiA is substantially low and
conservatively estimated, with a standard approach without detailed thought to each line item,

It is requested that BiA explores all avenues to maximise revenue from the utilisation of terminal
building for non-aeronautical purposes.

There appears to be scope of considerable improvement in increasing the NAR. It may be noted that the
entire NAR growth is driven by passenger growth, which has been considered based on estimates and
not based on any independent study by AERA.

FIA would further like to highlight that the WPI inflation has been considered for inflationary increase,
however the revenue from NAR is coming from passengers and in the case of F&B, retail, duty free,
actual inflation is much higher than WPI. We also would request AERA to provide clarity for not
considering CPIl/Food Inflation in this regard.

It may be noted that, in other PPP Airports like DIAL, MIAL, BiAL, while truing up the NAR in
subsequent control periods have always-been the under-estimation and leads to higher tariff in the
control periods.

Orissa is widelv recognized as one of the most popular tourist destinations globally. With airlines being
the preferred mode of travel, the city’s air traffic is expected to increase drastically.

Accordingly, we request AERA:

a) to mandate BIA to enter into suitable agreements with concessionaires to exploit the potential/
" growth of NAR at BIA. } -
b) 1o kindly undertake detailed examination with the assistance of an independen! study on the NAR
before the rariff determination of the FCP.
¢} 1o further determine and re-assess iheir estimates in line with other gemparable airporis. It may also

include the impact of the tourism lineage that Orissa has to increasy their NAR in accordance with
W o

the submissions above.

AERA is requested 1o ensure no adjustments are proposed to NAR which are not dependent on iraffic
but are derived from agreements with concessionaires.”’

104 “AAT s Tesporises to other stakeholders” comments 03 on:Non-Aeronautical Fevenue for the
Second Control Period . — il .
10.4.1 AAI has responded to FIA’s comments as under:
“Generally, increase in traffic is not proportionate with increase in NAR.

It is worthwhile mention here that Most of the commercial contracts have been awarded by AA{ on fixed
license fee basis having annual escalation provision of 10%. Therefore, AAI projections are based on
the Agreements with the various concessionaire in the SCP

Hence, projections from FY 2023-24 onwards are not linked with total traffic numbers for arriving of
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10.5

10.5.1

10.5.2

10.5.3

10.5.4

NON-AERONAUTICAL REVENUE FOR THE SECOND CONTROL PERIOD
the Non-Aero Revenue.

Certain contracts are based on fixed license fee with annual escalation and not linked to the passenger
movements like Restaurant/Snack bar, Hoarding and Display, Car Rentals & Car Parking.

As regards fo TR stalls & Duity -free shops, the projections are based on turnover with a minimum
anmial guarau!ee.

In view of above, AERA is requested to consider the growth rate as submitted in the MYTP for SCP. "

Authority’s analysis on Stakeholders’ comments regarding Non-Aeronautical Revenue
for the Second Control Period

The Authority notes the comments of AAl regarding the treatment given to the miscellaneous
income and observes that at the consultation stage, the Authority had projected miscellaneous
income for the Second Control Period by applying traffic increase over the miscellaneous income
for the FY 2022-23. However, in FY 2022-23, miscellaneous income was exceptionally high due
to sale of scrap etc., which is not a normal course of business. Hence, the Authority decides to
consider miscellanecus income as projected by AAl for the Second Control Period.

Regarding FIA’s comment on Non-aeronautical revenue, the Authority would like to state that it
had already increased NAR of Bhubaneswar Airport, based on traffic forecast at the Consultation
stage. The Authority had taken cognizance of the trend in the movement of passenger traffic in the
recent past while determining traffic forecast and NAR projections for the Second Control Period.

With respect to FIA’s comments on conducting an jndependent study, the Authority hereby
emphasizes that such studies are conducted based on the size of the Airport, scale of ‘operations,
level of complexities etc.

Bhubaneswar, being a small airport with lesser complexities, the Authority decided to perform this
exercise in-house.

The Authority has reclassified the revenue projected on Space Rentals from Airlines, etc. from
Non-aeronautical to Aeronautical (as explained in para 4.6.6) and has accordingly recomputed the
Non-aeronautical revenue.

Based on the above factors, the Authority has derived the Non-aeronautical revenue, which it
decides to consider for Bhubaneswar International Airport for the Second Control Period, which is
as follows:

Table 69 : Non-Aeronautical Revenue decided by the Authority for the Sevand Control Period

(T Croves)

Particulars X £ . 2 X Total
o | 202324 |:2024:25 | AA25-26 | 2026-27 | 202728

1. Passenger related revenue e — —— :
Restaurant / snack bars 5.03 6.04 7.00 8.12 | 9.02 | 35.21 I
T.R. stall - Y ! 4.12 495 s.74 666 | 739 * 2886
Hoarding & display ' | 985 1.82| 1371 1590 | 17.65 68.93
Car Rentals - 121 1.46 169 196 2l 8.49 |
Car parking . | 1.36 1.63 1.89 .2.20 2.44 | 9.52
Admission tickets | 007] o009] o1o| o012 o013]° esi]
Other Misc. Income == 2.53 2.66 279]  293] 13.32
2. Other Revenue
Land Leases ] 674 708| 849|. 892| 936] 4059

—
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b 202324 | 202435 | 202536 | Wzead | 2exnas | o
Building (residential) 0.03 0.03 0.04 | 0.04 0.04 | 0:18 |
Building (non-residential) . 104] 12 1.20 1.29 139 605
A. Total (1 +2) =0 3187|3674 4253 4800 5253 | 21166 |
B. Less: Space Rental collected from Airlines 0.89 0.96 1.03 1.10 119! 5.6
Total Non-acronautical revenue (A-B) 3098 3578| 41s0| 4690 | s134] 20650

Note: The variance between Non-aeronautical revenue decided by the Authority (which is £ 206.50 Cr.) and
that proposed by the Authority at the Consultation stage (which is ¥ 242.53 Cr.), is due to consideration of
Miscellaneous income as proposed by AAI (refer para 10.5.1) and reclassification of Space Rental from

airlines as explained in para 10.5.3.

10.6 Authority’s decisions regarding Non-aeronautical revenues for the Second Control

Period

Based on the material before it and based on its analysis, the Authority decides the following with regard to
Non-aeronautical revenue for the Second Control Period.

10.6.1 To consider Non-aeronautical revenues for the Second Control Period for BIA in accordance with

Table 69.

10.6.2 To consider actual Non-aeronautical revenue achieved by AAI for BIA for the Second Control Period,
while determining tariff for the next Control Period.

5
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11 TAXATION FOR THE SECOND CONTROL PERIOD

11.1 AAI’s submission on Taxation for the Second Control Period for BIA

11.1.1 AAI had calculated Aeronautical Taxes based on the Revenue generated from regulated services,
Aeronautical operating expenses, and depreciation on written down value {WDV) of assets as per the
Income Tax Act, 1961. After calculating the Profit Before Tax (PBT), a tax rate of 25.17% was applied,
after setting off prior losses. The Aeranautical taxes submitted by Bhubaneswar International Airport.
are shawn in the table below:

Table 70: Tax Expense submitted by AAl for Bhubaneswar International Airport for the Second

Conirol Period
(< Crores)
FY FY FY FY FY
Particul 4o Total
e 202324 282425 | 202526 | 2026-27 | 2027-28 o

ﬁ:{:;la““cal R s 24985 | 32659 | 389.05 | 46597 | | 53833 1,969.80 |

O&M expenses 10626 | 113.091 L1982 | 12707 r 148.64 614.38

Interest on working capital - = - = - | -

Depreciation 4310 | 5991 | 5277 4464 | 108.50 308.92 |

Profit Before Tax 100.50 | 153.60 | 21646 | 294.25 | 281.19 | 1,046.00 |

Set-off of prior period tax losses (100.50) | (12.50) - - - (113.01) |

PBT after set-off of prior period losses - 141.09 216.46 29425 28119 ] 93299 |

| Tax rate (%) 25.17% | 25.17% | 25.17% | 25.17% | 25.17% ,
[T -] 3551 "s448]| 7406| 7078 23483 |

11.2 Authority’s examination of Taxation for the Second Control Period at Consultation Stage

11.2.1 The Authority noted that Bhubaneswar International Airport had calculated income tax based on the
projected Aeronautical revenues. The Authority had re-computed the taxes based on the revised
regulatory blocks for the Second Control Period proposed in the previous chapters and the Tariff
proposed by the Authority for the Second Control Period for Bhubaneswar Intemational Airport. The
following table summarizes the Aeronautical taxes proposed by the Authority for the Second Control

Period.
Table 71: Taxation proposed to be considered by the Authority for the Second Conirol Period at
Consultation Stage
[ (T Crores)
FY FY FY FY FY
Particulars Total
- 2023-24 2024-25 2025-26 | 2026-27 | 2027-28
AcTonaucal REveniRiR (feleiy e 24481 | 300.05 ' 385.25 | 463.03 1,577.06
Table 80)
O&M éxpenses (refer Table 61) | 98.87 10434 | 11075 ) 0iveT | 12970 561.52
Depfeciation 27.63 36.35 36.75 1 Y3079 28.25 — 160.77
| Profit Before Tax 57.42 103.92 152,58 | 23579 305.07 854.77
| Set-off of prior period 1ax A 1 § ;
[ (57‘4-) (18.40) | - (75.81)
| PBT after set-off of pri ' ' > '
RETRRCHSEL off 9t prnperDd s o8 (i) 8852 | 15258 | 23579 30507 778.96
tax losses . i 3
Taxrate (%) 25.17% | 2517% | 25.07% | 2517% | 25.17% ¥
Tax | 2153 38.40 59.35 76.79 196.06
f & f . A
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*Prior period losses pertain to those incurred during FY 2018-19 1o FY 2021-22.

11.3.1 No comments were received from the Stakeholders on true up of Taxation for the First Control Period.

11.4 Authority’s analysis on Stakeholders’ comments regarding Taxation for the Second
Control Period

l 1.4.1 The Authority notes that no comments were received from the Stakeholders regarding Taxation for the
. Second Control Period. Based on the Aeronautical revenue determined by the Authority for the Second
| Control Period for Bhubaneswar International Airport, revised O&M expenses and Tax Depreciation,
the Authority has re-computed Aeronautical Taxation which it decides to consider for the Second

Control Period, as shown in the table below:

Table 72 : Taxation decided by the Authority for Second Control Period

I
11.3 Stakeholders’ comments regarding Taxation for the Second Control Period
|

(¥ Crores)

x AL - BY .24y FY FY FY
e Ny 202324 | 2024-25 | 3025-26 | 202627 | 202728 | "0
Aeronautical Revenue {refer Table 81) 131.15 260.05 | 32965 41792 | 484.14 | 1,622.91 |
08&M expenses (refer Table 64) 98.87| 11283 11670 | 121.65| 12743 | 577.48 |
Depreciation 27.67| 23938| 4288 3775 33.63| 181.31
Profit Before Tax e 4.61 107.84 170.06 | 25853 | 323.08 864.12
Set-off of p;i;)r period tax losses 4.61) | (68.16) - - - | (72.77) |
PBT after set-off of prior period tax losses = 39.68 | 170.06 | 25853 | 323.08 791.34
Tax rate (%) = 25.17% | 25.17% | 25.17% | 25.17% | 25.17%
Tax ol 999 | 4281 6507 8132| 19918

11.5 Authority’s decisions regarding Taxation for the Second Control Period

Based on the material before it and based on its analysis, the Authority decides the following with regard to
Tax Expense for the Second Control Period.

11.5.1 To consider the Taxation for the Second Control Period for BIA as per Table 72.

11.5.2 To true up the acronautical tax amount appropriately, taking into consnderatlon all relevant facts at the
time of tariff determination for the Third Control Period.
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12 QUALITY OF SERVICES FOR THE SECOND CONTROL PERIOD

12.1 AAD’s submission on Quality of Services for the Second Control Period for BIA
12.1.1 AAI had not made any submission related to Quality of Services as part of its MYTP submission for
BIA, The Authority was informed that the same is available in AA[’s website (station-wise).
12.2 Authority’s examination regarding Quality of Services for the Second Control Period at
Consultation Stage
12.2.1 The Authority noted that:
+ As per section 13 (1) (d) of the AERA Act, 2008, the Authority should “monitor the set performance

standards relating to quality, continuity and reliability of service as may be specified by the Central
Government or any Authority authorized by it in this behalf™

¢ As per section L3(1)a)(ii), the Authority is required to determine the tariff for Aeronautical
services taking into consideration “the service provided, its quality and other relevant factors.”

12.2.2 The Authority noted from AAl's website that the ACl ASQ survey results for Bhubaneswar
International Airport for the years 2018 to 2022 were in the range of 4.31 to 4.73 (overall score), as
against the average score of AAI Airperis which ranges from 4.57 to 4.72.

Table 73: ASQ rating for Bhubaneswar International Airport for the years 2018-2022

Calendar Year (CY) T, - ASQ rating

2018 )
2019 ol KL |
020 431 -
i 2021 N |
!. 2022 4.73 !
1 2023 Q1) S |
| 2023 (Q2) Y

12.2.3 The Authority noted that the ASQ rating awarded to Bhubaneswar lmematmnal Airport was quite close

to the average rating of the AAT airports. i

12.2.4 Also, the Authority reviewed the MoU between AAl and MoCA for the year 2019-20 and noted that
the ASQ rating targeted for the year 2019-20 was 4.68. The actual ASQ rating achieved by Bhubaneswar
International Airport for CY 2019 was 4.68. The ASQ rating for CY 2020 was lower due to the COVID
19 impact. Further, the Authority observed from AAI’s email dated December 15, 2023, that for the CY

- 022 -there-was no-parameter-on - ASCH-strpulated i the MOE bebween -AAtand MoC A~

12.2.5 The Authority did not propose any adjustment towards tariff determination for the Second Control
Period on account of quality of services maintained by Bhubaneswar International Airport. i

12.3 Stakeholders’ comments on Quality of Services for Second Control Period

12.3.1 During the stakeholders’ consultation process, the Authority had received comments/views from
various stakeholders in response to the proposals of the Authority in the Consultation Paper no. 22/
2023-24 with respect to Quality of Services for the Second Control Period. The comments by

- _1'-_ R L = _———
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stakeholders are presented below:

.Other Stakeholders® comments on Quality of Services for the Second Control Period
12.3.2 TATA has commented the following:

“We would like to reiterate our position on the need for more objective measurement of Service Quality
Levels. In addition 10 ASQ, which is survev-based and subjective in nature, we request Airport Operator
to share the targets and actual performance of the metrics that are being monitored, similar to the
requirements imposed on PPP airports. This would be very usefid in validating the service level and
delivery of the envisaged outcomes for the investments. We understand that under the AERA Act, AERA
has the authority to call for further information necessary for its assessment.”

12.4 AAD’s responses to other stakeholders’ comments on Quality of Services for the Second
Control Period

12.4.1 AAI has responded to IATA’s comments as under: -
“4ATl has been following AERA 's guidelines on service quality levels.”
12.5 Authority’s analysis on Stakeholders’ comments regarding Quality of Services for the
Second Control Period

12.5.1 AERA notes the views of IATA about the ASQ rating of Bhubaneswar Airport. As also stated in the
Stakeholders’ consultation meeting, the Authority has directed AAI to provide sufficient data and
insights to all the stakeholders, to facilitate a comprehensive evaluation of ASQ at the Airport.

12.6 Authority’s decisions regarding Quality of Services for the Second Control Period

Based on the material before it and its analysis, the Authority decides the followmg with regard to
Quality of Services for the Second Control Period:

12.6.1 Not to consider any adjustment towards tariff determination for the Second Control Period wuh regard
“ to Quality of Services.

L -
e
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13 AGGREGATE REVENUE REQUIREMENT (ARR) FOR THE SECOND CONTROL
PERIOD

13.1 AAI’s submission on Aggregate Revenue Requirement for the Second Control Period for

BIA

13.1.1 AAI had submitted ARR and Yield per Passenger (YPP) for the Second Control Period as per the
regulatory building blocks discussed.

13.1.2 The summary of ARR and YPP had been presented in the table below:

Table 74. ARR submitted by AAI for Bhubaneswar International Airport for the Second Control Period

i+ Croresi
FY PRV o FY FY FY

T 202324, | 202425, |3 209626 | 202627 | 202728 | oA
Average RAB 339.10 431.49 437.18 460.89 1,116.01 2,884.67
Fair Rate of Retumn 14.00% 14.00% 14.00% 14.00% 14.00%
Return on average RAB 47.47 67.41 68.20 64.52 156.24 403.85
O&M expenses 106.26 113.09 119.82 127.07 148.64 | 614.88
Depreciation 20.88 2128 1'% 2821 28.05 65.23 169.66
Tax expense = 35.51 54.48 7406 | 7098 | 23483

_Less: 30% NAR 9.11 9.91 11.06 11.99 13.00 55.06
ARR per vear (T Crores) 165.51 233.39 259,66 281.72 1k 427.89 1,368.17
Discount factor (@ 14%) 1 0.88 0.77. 0.67 0.59
PV of ARR 165.51 204,73 199.80 190.15 253.35 1,013.53
Sum Present value of ARR

! {Z Crores) Uk
Add: True up shortfall of
Second Control  Period 455.42
claimed by AAI

.! Total Traffic (million 1018
passengers)

| Yield per passenger (YPP) 486.80

{4

13.2 Authority’s examination of Aggregate Revenue Reqmrement (ARR) for the Second
Control Period at Consultation Stage. ]

13.2.1 The observations and proposals of the Authority across the regulatory bl.uldlng blocks impact the
computation of ARR and Yield. The Yield Per Passenger (YPP) determined by AAl at Table 74 was
based on the Capital Expenditure proposed for construction of Terminal Building T3 at BIA, which was
subsequently shifted by AAI to the Third Control Period (as explained in para 6.3.6 A3 (ii)). With respect

———toeschelementof the regulatory-brilding-blocks considened e AT n-the compuotation of ARR and ——

Yield in the table above, the Authority proposed as follows:

*+  To consider the average RAB in accordance with Table 44

« To consider the FRoR in accordance with Table 53.

+ - To consider the Depreciation as per Table 42,

¢ To consider the O&M expenses as per Table 61.

= To consider the Tax expense as per Table 71.

»  To consider the Non-aeronautical revenue as per Table 67.
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+ To consider True up of Second Control Period as per Table 27

» To consider the total traffic in accordance with Table 33.

13.2.2 After considering the above, the Authority proposed the following ARR and YPP, as presented in

the table below.

Table 75 : ARR proposed to be considered by the Authority for the Second Control Period at Consultation

¥ Stage
{in < Crores)
Table FY FY FY FY FY
R e Ref. | 202324 | 202425 | 202526 | 203627 | 2027-28 L
Average RAB (A} 44 226.03 334.56 405.88 384.90 364.98
Fair Rate of Retumn (B) 53 13.78% 13.78% 13.78% | 13.78% 13.78%
o L RABNELs 3114 | 46,09 5592 | 53.03 5028 | 23646
Depreciation (D) 2 1667 | 2166|2516  24.84 2504 | 11338
0&M expenses (E) O Y ?_8‘@7 104.54 100,73 |  117.67 129.70 561.52
_Ta_x_ex_qe_nse {F) Y i - 21,53 38.40 | 59.35 76.79 196.06
ARR = SUM (C:F) 146.68 193.81 230.21 | 254.89 | 281.82 1,107.42
| PV of Under-recovery of the |
| First Control Period as on 27 387.86
| March 31,2024 |
| Gross ARR {G) 534.55 193.81 23021 | 254.89 | 281.82 1,495.28
NAR 67 35.78 41.79 48.66 | 55.40 60.9] 242,53
Less: 30% NAR (H) 10.73 12.54 £4.60 | 1662 | 18.27 72.76
Net ARR = (G-H) ! 523082804  215.62 | 23827 263.54 1,422.52
| Discount factor (@ 13.78%) = 100 0.88 0.77 0.68 | 0.60
PV of ARR (Z Crores) 523.81 159.33 166.56 161.77 | 157.27 1,168.74
Sum Present value of ARR 1,168.74 1,168.74
{% Crores) ~
gRiLE e s 30.18 30.18
{million passengers) | = —
Yield per passenger on Total |
Traffic (YPP) (3) | 387.31 i 38_75’;1
Departing passenger 1 15.09 - 15.09
Yield per Departing Passenger 1 774.63 774.63

%)

13.3 Stakeholders’ comments on Aggregate Revenue Requirement (ARR) for the Second

Control Period

~ Scoond Centrol Period.

e

I 3-3-Nocomments were received-from-the-Stakcholders ofr Apgregate Revenue-Requirement- (A RR-for the

13.4 Authority’s analysis on Stakeholders’ comments regarding Aggregate Revenue
Requirement (ARR) for the Second Control Period

13.4.1 The Authority notes that no cominents were received from the Stakeholders regarding Aggregate
Revenue Requirement (ARR) for the Second Control Period, the Authority has re-computed ARR, which
it decides to consider for Bhubaneswar International Airport for the Second Control Period and the same

is as follows:

Order No. 35/2023-24 for Bhubaneswar dtiernational Airglors |
dl - o .r
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Table 76 : ARR decided by the Authority for Second Control Period

(% Crores)

Particulars

FY
2023-24

FY
2024-25

FY

2025-26

FY
2026-27

FY
2027-28

Total

Average RAB=A

22638

334.90

405.85 |

384.86 |

Fair Rate of Return = B

13.78%

365.17

13.78%

13.78% | 13.78% | 13.78% |

Retum on average RAB C=
A*B

Depreciation — D 16.71 |
O&M expenses — E 98.87 |
Tax expense - F =
ARR per year = SUM (C : F) 146.77 Z___ 19¢
Shortfall carried forward from | |
First Control Period ¥4 |
| Gross ARR - G 53149 | 190.65 |
NAR 3098 | 3578
Less: 30% NAR - H 930 | 1073
Net ARR = (G-H) 522.20 179.92
Discount factor (@ 13.78%) 1.00 il _‘988
PV of ARR (% Crores) _522.20 158.13
Sum Present value of ARR (2

Crores}

Total Traffic (million
passengers)

Yield per passenger on Total
Traffic (YPP) {3)

Departing passenger (million
passengers) e
Yield per Departing Passenger
()

13.4.2 The Authority has analysed in detail the concerns of AAI and other stakeholders on various building
blocks, raised as part of the Stakeholders’ comments and has decided the following:

50.31

25.06
127.43
81.32
284.12

236.57

113.48
5§77.48
199.18
1,126.72

1
53.02

© 24.85
121.65

65.07
264.59

55.91

2517
116.70 |
42.31
240.59

319 46.[4;

2170 |
112.83 |
9.99
10.65 |

1,511.44
206.50
61.95
1,449.49

284.12
51.34
15.40

268.72

0.60

160.35

264.59 |
46.90
14.07
250.52
0.68
170.09

240.59
41.50 |
12.45

228.14

077 |

176.24

1,187.01

1,187.01

30.18

393.37

15.09

786.73

——y

i. Increase in CAPEX by % 0.54 Crores in the Second Conirol Period (as mentioned in the Note to Table
45), resulting in increase in Return on RAB by % 0.11 Crores and Depreciation by  0.10 Crores.

ii. Rationalised Payroll Expenses by considering 6% growth rate, instead 0£25% for FY 2027-28 resulting
in reduction of Payroll expenses by  4.27 Cr (refer Note to Table 64)

iii. Rationalised NAR for the Second Control Period, by considering Miscellaneous Income in NAR as per
AAI’s Submission, thereby resulting in reduction of NAR by T30.87 Crores.

—e o m e —y— Egmisiderimg theabove- factors; the NPY-of ARRdecided by the-Authority for the Secomd ControtPeriod-—
is now X 1,187.01 Cr., as against that.proposed by the Authority at the Consultation stage, which was %
1,168.74 Cr.

13.5 Authority’s decisions regarding Aggregate Revenue Requirément (ARR) for the Second
Control Period

Based on the material before it and based on its analysis, the Authority decides the following with regard to
ARR for the Second Control Period.

13.5.1 To consider the ARR and Yield for the Second Control Period for BIA in accordance with Table 76.
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14 AERONAUTICAL REVENUE FOR THE SECOND CONTROL PERIOD

14.1 AAD’s submission on Aeronautical Revenue for the Second Control Period for BIA

14.1.1 AAI had proposed to increase the Aeronautical tariffs with effect from October 1, 2023 as per the
schedule below:

* Landing charges — For domestic and international ATM, AAI had proposed a one-time increase of
40% from the existing charges w.e.f. October 1,2023 and thereafter by 5% year on year.

* Parking charges - For domestic and international ATM, AAI had proposed a one-time increase of
110% from the existing charges w.e.f, October 1,2023 and thereafier by 5% year on year.

* User Development Fee (UDF) — AAI had proposed the following growth rates in UDF from the
existing rates of T 400 {Domestic) and ¥ 450 (International) for the Second Control Period.

Table 77: % Increase in UDF rates proposed by AAI

=5

Particolars ; o 201526 | 200627 | 2027-18
Domestic UDF E 137.50% 526% | 4.00% 31.85% 4.35%
International UDF _ 1H1.11% 526% |  5.00% 476% |  455%

Table 78: Aeronautical revenue submitted by AAI for Bhubaneswar International Airport for the Second

Control Period
~ it Croves)
FY. .| “FY-° FY FY FY
Particulars ; : e Total

0 _M024-25 ﬁp 2026-27 | 2027-28
Landing 3827 53.92- 63 40 74.56 86.12 | 316.28
Parking & Housing _ 0.61 1.13 133 157 1.81 6.45
UDF charges | 19942 | 25881 | 31209 | 37580 | 43527 | 1,581.39
é“"’" Lease from Oil 457 4.57 2.91 3.42 342| 1889

ompanics L P
Ground Handling charges | 1.727 2.03 2.27 2.55 2.80- 11.42
CUTE charges | 450 5.39 625 7.25 805 | 3145
Revenue Share from

A T 0.71 0.74 . ufa o;sz 0.86 392
| Total Revenue ' 't © 249.85 |  326.59 | | 38W05 | 465967 | 53833 | 1,969.80

14.1.2 For revenues based on agreements i.e., Land léase from oil companies and fuel facility system, AAI had
proposed to consider the same revenue of FY 2022-23 for FY 2023-24, and a 7.5% growth increase Y-
o-Y from FY 2022-23,

142 Authority's examination ol Aeronautical Revenue for the Second Control Period at-
Consultation Stage .

14.2.1 The Authority noted that domestic traffic of Bhubaneswar International Alrport had surpassed the pre-
COVID levels of FY 2019-20 and there had been a steady growth in passenger traffic (domestic and
international} in the current Financial Year. Also, the Authority noted that Bhubaneswar International
Airport had achieved profit in FY 2022-23. ; :

The Authority further noted that the tariff increase proposed by AALI, is based on the original CAPEX
plan which included the project on construction of Terminal Building T3 at BIA. However, upon the
Authority’s examination of the CAPEX Eﬁ" A Al had shifted this project to the next Control Period
(as explained m para 6.3.6 A3 {ii)). -__r e

T N
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AERONAUTICAL REVENUE FOR THE SECOND CONTROL PERIOD

14.2.2 Based on the above analysis, the Authority proposed to revise the Landing, Parking charges in a
progressive manner from FY 2024-25 (w.¢.f April 1, 2024) on the following basis:

i. One time increase of 36% in Domestic and lntematlonal Landing charges and 5% increase Y-0-Y
for the remaining tariff years in the Second Control Period.

ii. One time increase of 36% in Domestic and International Parking charges and 5% increase Y-o-Y
for the remaining tariff years in the Second Control Period.

14.2.3 The Authority proposed to allow the following tariff towards UDF for the Second Control Period for
Bhubaneswar Intemational Airport.

Table 79: UDF charges proposed by the Authority for BIA for the Second Control Period at Consultation
Stage

1 - FY -".-‘.:;. ] e

(existing rates) | S %ﬁ‘ st 2027-24
Domestic (in 3) | 400 700 Lo 760 950 |
International {(in ¥} | 450 220 860 1,020 |

14.2.4 The Authority had determined the Aeronautical revenue based on the proposed Aeronautical
charges, which was as follows:

Tabie 80: Aeronautical revenues proposed 1o be considered by the Authority for the Second Control
Period at Consultation Stage

(< Crores}

Total PV of ARR including true up
(X in Crores) (a) (as per Table 75)
Aeronautical Revenue

Parking Charges (% in Crores)
Landing Domestic (¥ in Crares)

| Landing International (% in Crores|

| Land Lease - Oil Companies (T in
Croses) (reler Mote]
Ground handiing charges. (2 k_,f#. .
Crora) i 0 : 2
CUTE charpes (% in Crores) ad : h T |
Royalty from AAICLAS (% in Crores) ! ) | 0.82
Extension of Watch Howrs — = - ;
UDF Domestic (£ in Cromes) 300 : ; 298.32
{ UDF Inemaiional {2 in Crores) X it O T3 W1

Total Revenue (b} 300,05 | 3-#;-'25 ¢
| PV factor ) : : 77| 068
PV of Aero Revenue (c] d . 231.79 | 261.56
% PV Projected Aero Revenue (d) ; 1,168.74

Surplus/ (Shortfall) proposed to be
carried forward for Next Control
Period (d) — (a) (as on March 31,
2024) Feeanl

Note: As informed, AAI had projected lease rent amowiling 2,56 Cr. from the FY 2023-24 in MYTP for New Fuel
Jacility system. Further, after the new fuel system by f.lfmrrf'.fr'.n"ﬂ' operational from FY 2025-26, the existing fuel system
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would discontinue and accordingly, the lease rent from Oil Companies amozmriné € 1.70 Cr had not projected from
FY 2025-26 onwards till the end of the Second Control Period.

14.2.5 As can be observed from the above table, as per the Authority’s proposals, AAI was entitled to
recover an ARR of T 1,168.74 Crores (in NPV terms). The present value of total projected
Aeronautical revenues based on the Authority’s proposed Landing, Parking and UDF charges was
¥ 1,168.74 Crores (in NPV terms), which was equivalent to the Target Revenue/ ARR determined
by the Authority for the Second Conirol Period.

14.3 Stakeholders’ comments on Aeronautical Revenue for Second Control Period

14.3.1 During the stakeholders’ consultation process, the Authority had received comments/views from
various stakeholders in response to the proposals of the Authority. in the Consultation Paper no. 22/
2023-24 with respect to Aeronautical Revenue for the Second Control Period. The comments by
stakeholders are presented below:

AAI’s comments regarding Aeronautical Revenue for the Second Control Period
14.3.2 AAI has commented the following:
“Following notes may please be incorporated in Taviff Cards: -

AAI has submitted Tariff Card as requested by the AERA during the evaluation stage. It is to mention
that the following points has been left out at the time of issuance of CP no 22/2023-24 in respect of BIA.
It Is requested that Following notes may please be incorporated in Tariff Cards

In respect of Landing Charges:-

1. No Landing Charges shall be payable in vespect of aj aircraft with a maximum certified capacity
of less than 80 seats, being operated by domestic schedule operators at airport, b)helicopters of
all types. and c) DGCA approved Flying school/flving iraining institute aircrafis.

2. All domestic legs of international routes flown by Indian operators will be treated as domestic
Slights as far as landing charges concerned irrespective of flight number assigned to such flights.

3. Domestic leg of international routes of foreign carriers shall be treated as international flights.

4. Charges shall be calculated on the basis of nearest MT (i.e. 1000 kg).

5. “A minimum Landing charge of Rs.4000/- per Flight in respect of Domestic Non-Scheduled .

Operators/GA operators or the applicable landing chargespwhichever is higher will be
applicable”.

6. Flight operating under Regional connectivity scheme will be completely exempted from Landing
charges from the date of the scheme is operationalized by GOL ™

Other Stakeholders’ comments on Aeronautlcal Revemle for the Second Control

—Period- e T
1433 FIA has commented the following:

“In accordance with the preamble of the National Civil Aviation Pohcv, which envisages to make air
travel affordable and sustainable, AERA is requested to review the suggestions/commenis on _rhe
regulatory building blocks as mentioned above which ix LIkely 1o reduce the ARR. This will further
ensure the lowering of tariffs including UDF, which will be beneficial to passengers and airlines.

It is in the interest of all the stakeholders that the proposed excessive hikes in the tariffs be reduced and
also in order to encourage middle class jiﬁ;,uw't_"i‘jj travel by air, which will help in the sharp post-
COVID-19 recaverv of aviation sector. : -
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It is the stated vision of the government to make UDAN (“Ude Desh ka Aam Naagrik™} a reality and
this can only happen if we have the lowest possible cost structure, such that we can bring more and
more people to airports to travel by air.

In addition, we request AERA and BiA to clarify the following:
1. Ref: Annexure II- 17.2.3- Landing Charges:
FiA requtests AERA s to mention I.hefoﬂmw'ng notes missing herein w.r.t landing charges as below:

a) No Landing Charges shall be pavable in respect of a} aircraft with a maximum certified
capacilty of less than 80 seats, being operated by domestic schedule operators at airport, b)
helicopters of all types, and c) DGCA approved Flying school/flying training institute aircrafts.

b} All domestic legs of international routes flown by Indian operators will be treated as domestic
flights as far as landing charges concerned irrespective of flight number assigned to such

Slights.
¢} Domestic leg of international routes of foreign carriers shall be treated as international flights.

d) Charges shall be calculated on the basis of nearest MT (i.e. 1000 kg).

e) Flight operating under regional connectivity scheme will be completely exempted from Landing
charges from the date of the scheme is operationalized by GOI.

Ref: Notes: 1 to User Development Fee (UDF) Charges (17.2.5):

We would like to invite AERA’S attention to notes 1 of the Annexure IT of the CP, UDF charges,
wherein no rate of collection charges of UDF charges has been proposed by AERA.

We further request AERA to consider, in this regard that:

a) The collection charges to be published as Rs. 5.00 per departing passenger, in line with other
. girports. .

b) These charges are paid by airport operators to airlines separately afier airlines raise an invoice
against the same as a standard industry practice. We request the same practice be applied.

Further, AERA is kindly requested to consider that in light of the increasing administrative
expenses due to inflation and other reasons (example-5% inflationary/ administrative increase
each year), the collection eharges may kindly be increased to keep pace with the proposed
lnevease i UIDF, ax airlines anly get a fived rate, which r't'.tr..ll’m a-arffuaaltanrlnv_rﬂe the airlings,

,F"|.l.".'.|].p_'|-'I Fid FegHesls AERA, 1o ;'Fru'a'.':'-l' e :rplrlnr.;ﬂrl'h'l'r'r_l' r.!||'|'.'"DF, Il.'uru'n'nrh.'r' ir will he L'l'luryq.'l:ﬂ [
per passenger or per flight basis, as UDF is applied on a per passenger basis i.e., for embarking
passengers. As we have observed, there are corresponding references of domestic and
___ __international flights. Hence: the mauner in which LD is o be collected in cuse of a connec ting

- .I'.h::.l'n' appears UnNciear, .ar":rer_'m_fh in cases, where one .I':'gq:u' e .I'urwﬁl ix domtesnc., and the ather
is fmternational or vice versa.

To illustrate: For a passenger with connecting flight from one domestic station to another domestic
station with final destination to international station (i.e., BBI-DEL-DXB), clarity is required
whether the UDF will be charged as per domestic flight or international flight;

i.  Will it be considered as a domestic passenger for the route of BBI-DEL-DXB (wh:ch means
domestic UDF rate applicable on this passenger); or

ii.  The passenger will be churged fnfr'rmarﬁ%r/\fmrcw of UDF as per the PNR/Ticket, as the final
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destination is international.

a) AERA is kindly requests to add the following exemption (0 maintain uniformity, as also mentioned
under Directorate General Civil Aviation (‘DGCA’) AIC No.14/2019 dated 16.05.2019, DGCA
AIC No.06/2023 dated 29th April 2023 and other tariff orders such as for Ahmedabad Airport
Order no.40/22-23 for Third Control Period:

“(g) Passenger departing due to involuntary re-routing i.e. technical problems or weather
conditions.” :

b) Further, FIA recommends AERA to add Note of the Annexure Il (17.2.4), as Jollows:

“No additional parking charges other than normal parking charges be payable by the airlines
for any force majeure reasons or for any technical or meteorological situation, which is beyond
the control of any airlines”.

3. Parking Charges (Notes:- 2b)
Refer:
i "2 For calculating chargeable parking time, any part of an hour shall be rounded off 1o the
next hour"

It is submitted that for calculating chargeable parking time, part of an hour shall be rounded
off to the “nearest hour”.

{Notes: - 8)

ji.  Additional parking charges added in proposed tariff card for parking beyond 24 hours is
also excessive since the parking charges afier first two hours are already doubled. A higher
fees of INR 20 per hour per MT sels a bad and unacceptable precedent for other airports
hence it is important to bring down the rate.

ifi.  FId further reqi:ests AERA to provide the 3eﬁm‘rfon of ‘unauthorised overstay’ for clarity
on parking charges.

4, 'General Conditions

It is requested to define the applicability or exemption of any of the tariff charges pertaining 1o RCS
Flights which have been excluded.”

14.3.4 FIA has commented the following regarding the shrinkage, royalty and ;n;-:f:st of airport operation:

Shrin i Controf Period id

“We submit that the Hon’ble TDSAT Order dated 16 December 2020 for BIAL stated as follows:
‘100... However. there is substance in this grievance and AERA will do well to ensure that if delay is
_canzed-hy e dirpori operalaradis compeguencesshond rocntyfadl e the-users—Tacif-orders should
be prepared well in time so that the burden of recavery is spread over the entire period for which the
order is passed...’ ) '

FIA apprecidtes, AERA s efforts of spending considerable time in consultation process and assessment
of the information provided by Airport Operator.

However, despite relying on information provided by the Aixport Operator in many instances theve is
an inordinate delay in tariff fixation, which has diminished the effective Control period of 60 months
by 9-10 months and will lead to burdening of passengers travelling during balance period of 52
months. This further leads to a mismeidf: between the recoveries of target revenue with the
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actual/projected revente.

In view of the above, AERA is requested to ensure that airlines/passengers are not burdened in view
of the apparent shrinkage in the period of recoverv of the aeronautical tariff from passengers/uirlines.
As the AERA Tariff Order for BI4 - Second Control Period, will now be issued after the
commencement of the Control Period i.e., I April 2023.

Royalty
Any attempi to award the contracts by the airport operator on the highest revenue share basis should
be discouraged as it breeds inefficiencies and tends to disproportionately increase the cost.

It is general perception service providers have no incentive to reduce its expenses as any such increase
will be passed on to the airlines through tariff determination mechanism process and indirectly
airlines will be forced to bear these additional costs.

There needs to be a mechanism for incentivizing the parties for increasing efficiencies and cost savings
and not for increasing the rovalty for the airport operator.

As vou are aware, rovalty is in the nature of market access fee, charged (by any name or description)
by the Airport operator under various headings without any underlying services. These charges are
passed on to the airlines by the airport operaror or other services providers.

The rates of royalty at the airport are very high for some of the services. It may be pertinent to note
that market access fee by any name or description is not practiced in most of the global economies,
including European Union, Australia etc.

Sometimes it is argued by the airport operators that ‘Rovalty ' on ‘dero Revenues ' helps in subsidizing
the aero charges for the airlines, however royalty in ‘Non-Aero Revenues’ hits the airlines directly
without any benefii.

In view of the above, we humbly urge AERA o abolish such royafty which may be included in any of
the cost items.

Cast of airport operafions:

We submit that cost of operations for the airlines is increasing continuously every year and airlines
are incurring losses in the current challenging scenario, even while airport operators have an asstired
rate of return on their investment. At the same time, it is profected by most agencies that over {,200
new civil aviation aircraft will be inducted by aiviines in India over the next 5 vears. While economies
of scale are a big factor for the airlines 1o keep the cost of operations low, this applies to airport
operators as well. With the huge increase in aircraft, there is bound to be huge benefits for the airport
operators as well due to economies of scale.

Hence, we request AERA to conduct a study of the passengers and air traffic at selected airporis taking
data-over the past 20 vears whereintit may please be made transparent as to what is the tost of one
take off separately to the airport operator and an airline, for various class of aircraft, at a periodicity
of every 5 years (excluding the pandemic times period).

It is felt that cost of ‘business is simply passed on to the airlines by some airport operators, as it appears
that there are multi layered companies undertaking various activities at the same airport, which not
only add 1o the cost of doing business, but also force airlines 1o pay tax on tax for availing services
though multi-lavered companies. This study will then make it evident who is actually bearing the cost

of doing business at the airport, and whether the same is justified.

&
¥
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ay other Giove, prand: Badilios:

It is requested that in case there are any Govi. granis/subsidies (State or Central) provided to the
airport operator, it should also be factored in for the purpose of tariff determination.

IATA has commented the following:

“The proposed tariff increuses in the Second Control Period are still very significant, despite the review
and adjustments by AERA. We respectfully request for further moderation. wherever possible, by

deferring some of the recovery to the next control period. The higher charges also have an adverse
impact on the project traffic growth, which could lead to less overall revenue against the projection,
requiring further true-up in the Third Control Period.”

AAI’s responses to other stakeholders’ comments on Aeronautical Revenue for the
Second Control Period

AAI has responded to FIA’s comments as under

i

ii.

i,

“Increase in landing, parking and UDF charges has been proposed for BI4 on account of true
up of First Control Period and the resultant shortfall due to various reasons including the
pandemic. Proposed capex, opex and other components of building block in order to workout
the rarget revenue for the SCP.

Parking charges are applicable afier two hours free parking available to airlines. Parking of
Aircraft is neither encouraged by the Airport Operators nor by the Airlines Operators. Parking
of aircraft bevond two hours at any airport reflects inefficiency. of Airport Operations as well
as Airline Operations. Further, it contributes less than 5% of AAI revenue.

In respect of chargeability of UDF and landing it is methodology to recover the cost incurred
by Airport operator i.e. BBI from passenger / Airlines who are the ultimate user of the airport.

AAI has submitted proposed tariff for 2nd Control Period which is available at page no. 99 of
CP no. 22/2023-24 whereas AERA has proposed partially and left out notes on the landing
charges. We have requested in our response to CP to AERA 1o incorporate missing lines of
tariff proposed by AAI while issuing final order of Bhubaneshwar Airpori.

_ Parking charges are applicable after two hours free parking available to airlines. Parking of

Aircraft is neither encouraged by the Aivport Operators nor by the Airlines Operators. Parking
of aircraft bevond two hours at any airport reflects inefficiency of Airport Operations as well
as Airline Operations. Further, the chargeability of parking time for the next charge is corrvect
methodology instead of part of an hour shall be rounded aoff 1o the "rnearest hour”.

Royalty: Chargeability of 13% rovalty from Inflight catering service provider is prevailing in
all the AAI managed Airports as per the internal policies / approvals of AAl for allowing the

Inflight caterers for doing business af e airport.

AAl is incurring huge expenditures-on providing the infrastructure to facilitate the Ground
Handling Agencies for providing their services to the airlines. Further, the rovalty on Ground-
handling charges (Revenue Share) payable by Ground Handling Agency has been brought
down to 3% of Actual Gross Revenue from Schediled Domestic Passenger Flights and 13% of
Actual Gross Revenue from users other than Scheduled Domestic Passenger Fi lights and RCS
flights. This was effective from Ist October 2021.°

Cost of airport aperations:- No conimenis ax it pertains to request to AERA to conduct a study. ©
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AERONAUTICAL REVENUE FOR THE SECOND CONTROL PERIOD

14.4.2 AAI has responded to JATA’s comments as under

“Airport charges increase or decrease on the basis of ARR requirement and Aeronautical Revenue of
the Control Period.”

14,5 Authority’s analysis on Stakeholders’ comments regarding Aeronautical Revenue for the
Second Control Period

14.5.1 The Authority notes AAIl’s comments on Landing charges and has mentioned the notes to Landing
charges and the same may be referved to in para 17.1.1 of this Tariff Order

14,5.2 The Authority has noted the comments of FIA on the Tariff Rate Card and the response of the AO.
With respect to FIA’s comments on UDF and other charges, the Authority provides its comment
as under:

i, UDF (Collection charges): the Authority has noted AAI’s response thereon and is of the opinion
that the collection charges is a matter between the Airport Operator and the Airlines,

ii. Regarding FIA’s comments on including Notes on Parking charges, Landing charges, UDF and
other General Conditions: The Authority has given suitable Note on the above charges in the
Tariff Rate Card (refer Tariff Rate Card annexed to the Tariff Order)

The Authority has noted FIA’s concemns on the recovery burden on account of shrinkage in the
Control Period. The Authority would like to emphasize that the tariff determination exercise was
carried out for Bhubaneswar International Airport in accordance with AERA Act and AERA
Guidetines 2011, Further, it is pertinent to note that the AQ had submitted revised MY TP for the
tariff determination of BIA in August 2023, after a gap of 4 months from the date of submission
of initial MY TP (refer para 2.2.1 and Table 2 in this Tariff Order regarding submission of MYTP).

Also, the Authority had sought clarifications from AQ on the various regulatory building blocks
from time to time. The above factors have resulted in the time lag in determination of tariff for BI1A
for the Second Control Period.  However, AERA would like to highlight that the tanff
determination exercise is exhaustive and lengthy in nature and requires resources to examine,
analyse and decide on the matters and concerns of all the stakeholders. The Authority had tried its
best to ensure timely determination of tariff, and had intervened from time to time to expedite the
process.

The Authority has noted the comments of FIA on Royalty and the response of the AO. In this
regard, the Authority would like to submit the following:

i. The Authority has noted the issue of royalty fees and revenue share payable to Airport Operators
by the Service Providers as a pass-through expenditure. It may be noted that the Authority has
a separate tarift determination process for service providers providing Cargo, Ground Handling
and Fuel Supply to aircraft where the royalty charges are addressed alongside a stakeholders’
consultation process. i 3 o

i. Tt tﬁay also be noted that the Royalty paid by the ISPs to the Afrport Operators are taken into
account as Aeronautical revenue during the tariff determination process, thus helping the
Airport Users by reduction in the tariff,

14.5.5 The Autﬁority notes the comments of FIA and IATA on the proposed inerease in tariff rates and the
response of AALI: d

The Authority, at the Consultation stage. had proposed a moderate increase in the aeronautical
tariffs (Landing, Parking chargessindLIDF]), to be implemented in a progressive manner, with

r
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AERONAUTICAL REVENUE FOR THE SECOGND CONTROL PERIOD

a view to protect the interest of all the Airport Users.

The Authority in the past, had deferred a certain portion of the Under recovery to the next
Control Period, as there was a downturn in the Aviation sector due to the adverse effects of
the COVID -19 pandemic. However, in the present scenario, where the pandemic situation
has improved, the Authority finds no rationale for carrying forward the Under-recovery to the
next Control Period.

Further. the Authority would like to emphasize that the tariff rates decided for this Airport is
in line or even lesser than that approved for similar sized airpotts, in the recent past. Also, as
stated at the Consultation stage. the Authority afier a careful examination, had shified the
project on construction of Terminal Building T3 to the next Control Period and allowed oaly
essential and reasonable CAPEX and OPEX for determining ARR for this Control Period.

Furthermore, canying forward of some portion of ARR to the next Control Period, may result
in significant increase in the tariffs in the next Control Period. To avoid such a steep increase
in the tariff in the next Control Period (wherein there may be increase in ARR due to
capitalization of new Terminal Building T3}, the Authority has decided not to carry forward
any Under-recovery of this Airport to the next Control Period

14.5.6 Based on its analysis and decisions on the various regulatory building blocks, the Authority has re-
computed the Aerconautical revenues and Under recovery which the Authority has decided to consider
for the Second Control Period. The same is presented in the table below:

Table 81: Aeronautical Revenue decided by the Authority for Second Control Period

(T Crores)

N FY FY FY
2024-25 | 2025-26 | 2026-27 | 2027-28

Particulars

Total PV of ARR including true up ( in
Crores) (a) (as per Table 76) 1,187.01

Aeronautical Revenue |

Parking Charges : ; 0.85 0.99 | 1.15
Landing Domestic z : 60.28 71.02 | 82.11
Landing International - 0. i 0.19 .22 0.26
Land Lease - OQil Companies - . 291 | 342 342
Space Rental from Airlines ] ! 1.03 1.10 1.19
Ground handling charges ] ; 327 255 2,80
CUTE charges : : 6.25 | 7.25 | 8.05
Royalty from AAICLAS | YN N 74 078 ] 0.82 |

Extension of Watch Hours . .

UDF
Domestic -~ [ . 85.44_1'_22.23 | 52921 327.64 | 380.91°|1,238.93
_International ERcR )N S 2.37 | 2900 339 " 1L.73
Total Revenue (b) 131.15 | 260.05 | 329.65 417.92 484.14 | 1,622.91
PV factor 1.00 0.88 | 0.77 0.68 0.60
PV of Aero Revenue (¢) | 131.15 | 228.56 | 254.65 283.75 288.90 | 1,187.01

| 1,187.01 1,187.01

Note: The Aeronautical Revenue has been decideg_lj:}r_ the Authority (as per Table 81} and Tariff Rate Card 1= given
in Annexure | (refer para 17.1), which is difffent from-that projected by AAI (as per Table 78} on account of
rationalization of vanious Regulatory building I-;rg,:l:x:by the Authgrity as below;

3> PV Projected Aero Revenue (d)
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1il.

iv.

14.6

14.6.1
14.6.2

AERONAUTICAL REVENUE FOR THE SECOND CONTROL PERIOD
Shifting capitalization of Terminal Building T3 to the next Control Period (as explained in para 6.3.6 A3
(i1)). thereby resulting in reduction in Return on RAB and Depreciation.

Rationalisation of CHQ/ RHQ allocation in True up of First Control Period and for the Second Control
Period.

Rationalisation of O&M expenses such as Payroll, Upkeep expenses , CSR expenses, etc., as detailed in Note
to Table 61 and Table 64.

FRoR determined as 13.78% as against 14% claimed by AAL

Increase in NAR by T 23 Cr., based on traffic growth determined by the Authority, as against that projected
by AAL

Authority’s decisions regarding Aeronautical Revenue for the Second Control Period
Based on the material before it and based on its analysis, the Authority decides the following with regard
to Aeronautical Revenue for the Second Control Period.

To consider Aeronautical revenue for the Second Control Period for BIA as per Table 81.

To true up Aeronautical revenue based on actual numbers for the Second Control Period at the time of
determination of tariff for the Third Control Period.

#
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SUMMARY OF AUTHORITY'S DECISIONS

15 SUMMARY OF AUTHORITY’S DECISIONS

Chapter 4: True Up of the First Control Period

4.11.1 To consider capital additions as detailed in Table [0 for true up of the First Control Period.
4.11.2 To consider Aeronautical depreciation as mentioned in Table 11 for true up of the First Control Period.
4.11.3 To consider RAB as per Table 12 for true up for the First Control Period.
4.11.4 To consider FRoR as per Table 13 for the purpose of true up of the First Control Period.
4.11.5 To consider the Non-aeronautical revenues as presented in Table 16 for the purpose of true up of the
First Control Period.
4.11.6 To consider the Q&M expenses as detailed in Table 21 for the purpose of true up of the First Control
Period.
4.11.7 To consider Taxation as per Table 24 for true up of the First Control Period for BIA..
4.11.8 To consider actual Aeronautical revenue as per Table 26 for true up of the First Control Period for
BIA.
4.11.9 To consider ARR and Under-recovery as detailed in Table 28 for true up of the First Control Period
for BIA and readjust the shortfall in the Second Control Period.
Chapter 5: Traffic for the Second Control Period
56.1 To consider the ATM and passenger traffic for the Second Control Period for Bhubaneswar
International Airport as per Table 33.
562 To true up the traffic volume (ATM and passengers) on the basis of actual traffic in the Second
Control Period while determining tariff for the Third Control Period,
Chapter 6: Capital Expenditure (CAPEX), Depreciation and Regulatory Asset Base
for the Second Control Period
6.9.1 To consider allocation of Gross Block of Assets as on April 1, 2023, between Aeronautical and Non-
aeronautical assets as detailed in Table 35.
6.9.2 To adopt the capitalization of Aeronautical Expenditure for the Second Control Period in accordance
with Table 45. :
6.9.3 To true up the Capital expenditure based on actuals, subject to cost efficiency and reasonableness, at
the time of determination of tariff for Third Control Period
6.9.4 To reduce (adjust} 1% of the uncapitalized project cost ffom the ARR in case any particular capital
project was not completed/capitalized as per the approved capitalization schedule. Further, if the delay
in completion of the project is due to any reason beyond the control of AAT or its contracting agency
and is properly justified, the same would be considered by the Authority while trumg up the actual cost
- atthe time of determinatioroftariff for the Third ControtPeriod— — - T
6.9.5 To consider Depreciation as per Table 46 tor the Second Control Period. ¥
6.9.6 To true up Depreciation of the Second Control Period based on the actual asset additions and actual
date of capitalization during the tariff determination of the Third Control Period.
6.9.7 To consider average RAB fo the Second Conitrol Period for BIA as per Table 47.
6.9.8 To true up the RAB based on actuals at the time oftari{l determination for the Third Control Period,
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SUMMARY OF AUTHORITY'S DECISIONS

Chapter 7: Fair Rate of Return for the Second Control Period
7.6.1 To consider.Cost of Equity at 14%.
7.6.2 To consider Cost of Debi as 6.57%
7.6.3 To consider FRoR of 13.78% for BIA for the Second Control Period as per Table 54.

7.6.4 To true up the FRoR while determining larlff for the next Control Period-on the basis of actual weighted

average gearing rafio.
Chapter 8: Inflation for the Second Control Period
8.5.1 To consider Inflation for the Second Control Period for BIA as detailed in Table 56.
Chapter 9: Operation and Maintenance expenses for the Second Control Period
9.6.1 To consider O&M expenses for the Second Control Period for BIA as per Table 64.

9.6.2 To consider the O&M expenses incurred by AAI for BIA during the Second Control Period subject to
reasonableness and efficiency, at the time of tariff determination for the next Control Period.

Chapter 10: Non-aeronautical revenue for the Second Control Period

10.6.1 To consider Non-aeronautical revenues for the Second Conirol Period for B1A in accordance with
Table 69.

10.6.2 To consider actual Non-aeronautical revenue achieved by AAI for BIA for the Second Control Period,
while determining tariff forthe next Control Period. I

Chapter 11: Taxation for the Second Control Period
11.5.1 To consider the Taxation for the Second Control Period for BIA as per Table 72,

11.5.2 To true up the acronautical tax amount appropriately, taking into consideration all relevant facts at the
time of tariff determination for the Third Control Period.

Chapter 12: Quality of Service for the Second Control Period

12.6.1 Not to consider any adjustment towards tariff determination for the Second Control Period with regard
to Quality of Services.

Chapter 13: Aggregate Revenue Requirement (ARR) for the Second Control Period
13.5.1 To consider the ARR and Yield for the Second Control Pericd for BIA in accordance with Table 76.
Chapter 14: Aeronautical revenue for the Second Control Period

14.6.1 To consider Aeronautical revenue for the Second Control Period for BIA as per Table 81.

14.6.2 To true up Aeronautical revenue based on actual numbers for the Second Control Period at the time
of deterniination of tariff for thé Third Control Period. : - 1

r
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L Aty 0

ORDER
ORDER
In exercise of power conferred by Section 13(1)(a) of the AERA Act, 2008 and based on the above
decisions, the Authority hereby determines the aeronautical tariff to be levied at Bhubaneswar
International Airport for the Second Control Period, as per Annexure 1.
In exercise of power conferred by Section [3(1)(b) of the AERA Act, 2008, read with rule 89 of the
Aircraft Rules, 1937 made.under the Aircraft Act, 1934, the Authority hereby determines the rate of UDF
as indicated in the rate card at Annexure | to the Order for the Second Control Period.
The tariff determined herein are ceiling rates, exclusive of taxes, if any.
This Order shall be made effective from Apnil 1, 2024,
Airport Operator shall submit its MY TP to the Authority for the Third Control Period in a timely manner
as per the AERA Guidelines.
By the Order and in the name of the Authority
] _'wm
Cretary
To,
The Chairman
Aijrports Authority of India,
Rajiv Gandhi Bhawan,
Safdarjung Airport,

New Delhi -110003

Copy to:

1. Secr.etary, Ministry of Civil Aviation, Rajiv Gandhi Bhawan, Safdaljl-mg Airport, New Delhi-
110003
2. Directorate General of Civil Aviation: for issue of AIC

£
- & /i :
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ANNEXURE

17 ANNEXURE

17.1 Annexure I: Tariff Rate Card approved by the Authority for Bhubaneswar International
Airport for the Second Control Period (effective from April 1, 2024)

17.1.1 Landing charges* approved by the Authority for Bhubaneswar International Airport for the Second
Control Period is as follows:

Table 82: Landing charges (domestic) decided by the Authority for BIA for the Second Conirol

Period
(Rates in I}
[ Weight of ¢the FY 2023-24 FY 2024-25 FY 2025-26 FY.2026-27 FY 2027-28
i Aircraft (Existing Tariffwel. | Tarifwef. | Tafiffwef | Tariffwel.
| rates) 01.04.2024 01.04.2025 01.04.2026 01.04.2027
| Up to 25 MT 200 per MT | 280 per MT 294 per MT 309 per MT 324 per MT
Above 25 MT up to
50 MT o030 PeT | 7,000 +490 per | 7350+ 515 per| 7,725+ 541 per | 8,100+ 568 per
in excess of : ; .
25 MT MT in excess of 25| MT in excess of | MT in excess of | MT in excess of
| X MT 25 MT 25 MT 25 MT
I ‘:‘Ob(;’ ‘,::TS OMT up 10| 13,750+400 Per| 19 250 + 560 per| 20,225 + 588 per| 21,250 + 617 per| 22,300 + 648 per
MT in excess of  MT in excess of | MT in excess of| MT in excess of | MT in excess of
P ¥ SOl 50 MT 50MT 50 MT 50 MT
Above 100 MT to 33,750+487 47250+ GBI 49,625 + 716 52,100 + 752 54,100 + 790
200 MT Per MT in peer BT in per MT in per MT in per MT in
excess of 100 excess af 100 excess of 100- | excess of 100 excess of 100
AT s MT MT MT MT
Above 200 MT 82,450+549 Per] 1,15450 + 769 1,21.225 + 807 1,27.300 + 847 1.33,700 + 889
MT in excess of| per MT in excess| per MT in excess| per MT in excess| per MT in excess
200 MT of 200 MT of 200 MT of 200 MT of 200 MT

* The Authority has decided one time increase of 40% in Domestic Landing charges with effect from April 1. 2024
and 3% increase Y-o-Y thereafier tilf FY 2027-28.

Table 83: Landing charges (International) decided by the Authority fo.' BIA for the Second Conirol Period

(Rates in T)

Weight of the FY 2023-24 FY 2024-25 FY 2025-26 FY 2026-27 FY 2027-28
, Ecaatt (Existing rates) || Tariffwef. | Tarifiwel | Tariffwef | Tariffwef
d CDLD42024:7E 01042025 | 91.84.2026 01.04.2027
Up to 25 MT 300 per MT 420 per MT 441 per MT 463 per MT 486 per MT
Above 25 MT up
7 +
to 50 MT S00+362 Per | 0,500 + 787 per | 11,025 + 826 per| 11,575+ 867 per| 12,150 + 910 per
MT in excess of i r 4 "
25 MT MT in excess of 25 MT in excess of| MT in excess of | MT in excess of
! MT 25 MT 25MT 25 MT
b SEk-MET Sr ConiEan T i,
| wh?gg Mr | T| 215507845 Fer | 3G,175+ 909 per| 31,675 +954 per 33,250+ 1.002 | 34.900 + 1,052
MT in excess of | T in excess of | MT in excess of per MT in excess| per MT in excess
S0 MT 50 MT 50 MT of 50 MT of 50 MT
Above 100 MT to 54.000+749 Per 75, 625 + 1 ,049 | 79,375 + 1:101 83,3_50 + l3l56 87,500 + 1?2I4
200 MT 5 “per MT in per MT in per MT in per MT in
MT in excess of
100 MT excess of 100 excess of 100 excess of 100 excess of 100
' - MT MT MT MT
Above 200 MT 128,900+ 899 | 1,80,525 +1.259( 1,89,475 + 1,322| 198,950 + 1,388| 2,08,500 + 1,457
Per MT in excessl per MT in excess| per MT in excess| per MT in excess| per MT in excess
of 200 MT of 200 MT of 200 MT of 200 MT of 200 MT
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*The Authority has decided one time increase n'_.l' 0% in International Landing cha.t‘ges with effect from April 1,
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Notes:

ANNEXURE

. No Landing Charges shall be payable in respect of a) aircraft with a maximum certified capacity
of less than 80 seats, being operated by domestic schedule operators at airport, b) helicopters of

all types, and ¢) DGCA approved Flying school/flying training institute aircrafts.

All domestic legs of international routes flown by Indian operators will be treated as domestic

flights as far as landing charges are concerned irrespective of flight number assigned to such

Charges shall be calculated on the basis of nearest MT (i.e. 1000 kg).

Domestic leg of international routes of foreign carriers shall be treated as international flights.

A minimum Landing charge of T 4,000 per Flight in respect of Domestic Non-Scheduled

Operators/GA operators or the applicable landing charges, whichever is higher, will be

2.
flights.
3
4,
5,
applicable.
6.

charges from the date of the scheme is operationalized by GOl

Control Period is as follows:

Flight operating under regional connectivity scheme will be completely exempted from Landing

17.1.2 Parking charges** decided by the Authority for Bhubaneswar International Airport for the Second

Table 84. Parking charges (per howr) decided by the Authority for up to two hours after fiee hours for
the Second Control Period

{Rates in &)
Weight of the FY 2023-24 FYZM.HE ; FY 2026-27 FY 2027-28
Sera (Esisting | Tariff w.e. Tariff wef. | Tariff wedf.
rates) 01042024 0 01.04.2026 01.04,2027
Upto 25 MT 3 Per MT Per 4.20 Per Hour 4.40 Per Hour |  4.60 Per Hour 4.85 Per Hour
Hour Per MT Per MT Per MT Per MT.
Ab 25 MT up t |
e PIO1 254 4 per MT [105+5.60 per MT| 110+590per | 115+6.20 per | 21.25 +6.50 per
per hour in  |per hour in excess| MT per hourin | MT per hourin | MT per hour in
excess of 25 MT of 25 MT excess of 25 MT| excess of 25 MT| excess of 25 MT
Above S0 MT up to | 2575+ L1.75 | 283,75+ 1295
100 MT I LIsa8 per MT] 235 + 11.20 2 per MT per hourI 210§ 1233 B per MT per hour
per hour in MT per hour in o s 0 | MT per hour in s o
excess of 50 MT| excess of 50 MT MT excess of 50 MT MT
Above 100 MT to | 575+ 10per | 805+ ldper | 845+14.70 per | 887.5+1545 | 931.25+16.20
200 MT MT per hourin | MT perhourin | MT per hour in | per MT per hour | per MT per hour
excess of 100 excess of 100 excess of 100 in excess of 100 | in excess of 100
MT MT MT MT MT
L WA LB T 3] AR R
LTd L lJ_"l FE LN L] l#l M_‘I- per hwr in ':lvl l.'l 2 '.r‘l “‘.’".-ll .rv; A% & pFwE alual ; WE LT A prwd dewoan
excess of 200 excess of 200 M1 in excess of 200 | in excess of 200 | in excess of 200
Mk L} ¥ * MT MT MT

** The Authority has decided one time increase of 4% in Parking chm'g.e.'; with effect from April 1, 2024 and 5%
increase Y-o-Y thereafier till FY 2027-28. ;
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ANNEXURE

Table 85: Parking charges beyond first four hours decided by the Authority for the Second Control

’:‘0"00‘[:;,30 MTupto| 350+ 16per | 490+224per | 515+23.5per | S540+24.7per | 567.5+25.9 per

Period
(Rates in 2]

Weight of the FY 2023-24 FY 202425 | FY 202526 FY 2026-27 FY 2027-28
Aircraft [ (Existing Tariffwef. | Tariffwef. | Tariffwef | Tariffwel

rates) 01.04.2024 01.04.2025 01.04.2026 01.04.2027
Up to 25 MT 6 Per MT Per | 8.4 Per Hour Per| 8.8 Per Hour Per| 9.2 Per Hour Per| 9.7 Per Hour Per|

Hour MT MT MT MT 1
Above 25 MT
50"';‘1’; SMT P 0l 0t 8 per MT 210+ 112 per MT 220+ 11.8per | 230+ 124 per | 2425+ 13 per |

per hour in  |per hour in excess| MT perhourin | MT per hourin | MT per hour in |
excess of 25 M1 of 25 MT | excess of 25 MT| excess of 25 MT| excess of 25 MTl

MT perhourin| MT pechourin | MT perhour in | MT perhourin | MT per hour in
excess of 50 MT| excess of 50 MT| excess of 50 MT| excess of 50 MT| excess of 50 MT

Above 100 MT to | 1,150+ 20 per | 1,610 +28per | 1,690 +29.4 | 1,775+ 309 per | 1,862.5+324
200 MT MT per hourin | MT perhourin | per MT per MT per hour in | per MT per hour

| Above 200 MT 3,150+ 22 per

excess of 100 excess of 100 hour in excess excess of 100 in excess of 100
MT ol MT | of 100 MT MT MT
4,630+ 323 per| 4.865+339per| 5,102.5+35.6

|
MT per hour in 41\’:.11.0 -+r3;|%l8|rl:;f1r | MT per hourin | MT per hourin | per MT per hour
excess of 200 excessp?) £200 M'I‘I excess of 200 excess of 200 in excess of 200
MT T e A e MT | MT
Notes:

e g e B o [

No parking charges shall be levied for the first two hours. While calculating free parking period,
standard time of 15 minutes shall be added on account of time taken between touch down time
and actual parking time on the parking stand. Another standard time of 15 minutes shall be added
on account of taxing time of aircraft from parking stand to take off point. These periods shall be
applicable for each aircraft irrespective of actual time taken in the movement of aircraft after
landing and before take-off.

For calculating chargeable parking time, part of an hour shall be rounded off to the nearest hour.
Charges shall be calculated on the basis of nearest MT.
Charges for each period parking shall be rounded off to nearest rupee.

At the in-contact stands and open stands, after free parking, for the next two hours normal parking
charges shall be levied. After this period, the charges shall be double the normal parking charges.

Thenightparkingcharges are waived for all domestic scheduled operators at Bhubaneswar Airport
if the State Government hag brought the rate oftax (VAT Vo ATF £ 5%. The above waiver of

night parking charges (between 2200 hrs. to 0600 hrs.) will be made applicable from the date of .

implementation of < 5% tax on ATF by the State Govt. In the event of upward revision in the tax
rate of ATF by the State Govt., the relief of free night parking charges will also be deemed to be
withdrawn.

Flight operating under Regional Connectivity Scheme will be completely governed by AIC issued”
on this subject by DGCA.

For unauthorized overstay of aircraft an additignal sharge of ¥ 20.00 per hour per MT beyond 24
hours is to be payable. Pk ;

F

Order No_ 35/2023-24 for Bhubaneswar Intevnghional Airpori f7 Page 147 of 149



ANNEXURE

17.1.3 User Development Fees (UDF): UDF charges decided by the Authority for Bhubaneswar Intemational
Airport for the Second Control Period is as follows:
Applicable rates for travel date from April 1, 2024 to March 31, 2025
{Rete tn &)
| Type of Passenger | Domestic Flight . | International flight |
| Embarking passenger : 750 820

Applicable rates for travel date from April 1, 2025 to March 31, 2026
(Rate in )
Type of Passenger Domestic Flight International flight

Embarking passenger 850 860

Applicable rates for travel date from April 1, 2026 to March 31, 2027
{Raie in £)
Type of Passenger . ‘Domestic Flight International flight

Embarking passenger 950 960

S —— = e —————

Applicable rates for travel date from April 1, 2027 to March 31, 2028

(Rute in <)
Type of Passenger 1= Domestic Flight International flight
Embarking passenger 995 1,020

Notes:

1. Collection charges: If payment is made within 15 days from receipt of invoice, then
collection charges per departing passenger shall be paid by AAI, as per the policy pertaining
to such charges between the Airport Operator and the airlines. No collection charges shall
be paid in case the airline fails to pay the UDF invoice to AAI within the credit period of 15
days or in case of any part payment. _

. No collection charges are payable to casual operator/non-scheduled operators,

. For calculating the UDF in foreign currency, the RBI conversion rate as on the last day of
the previous month for tickets issued in the 1° fortnight and rate as on 15" of the month for
tickets issued in the 2™ fortnight shall be adopted.

4. No UDF will be levied for transit passengers.

5. The existing UDF charges will be applicable on the tickets issued till March 31, 2024.
& Revized UDF charges willbbe applicable-on-the-tickets-issned on-or affer- April-|, 2024,
‘Exemption from levy and collection from UDF at the Airports. . e

In terms of DGCA AIC No. 14/2019 dated 16.05.2019 and AIC No. 20/2019 dated 06.11.2019
(decision of Ministry of Civil Aviation, Govt. of India vide order no. AV 29012/39/2018-AD
dated 30.10.2019) the following categories of persons are exempted from levy and collection of
UDEF.

(a) Childrén (under age of 2 years)
(b) Holders of Diplomatic Passport
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(c) Airlines crew on duty including sky marshals & airline crew on board for the particular
flight only (this would not include Dead Head Crew, or ground personnel)

(d} Persons travelling on official duty on aircraft operated by Indian Armed Forces
{e) Persons traveling on official duty for United Nations Peace Keeping Missions,

(f) Transit/transfer passengers (this exemption may be granted to all the passengers transiting
up to 24 hrs. A passenger is treated in transit only if onward travel journey is within 24
hrs. from armrival into airport and is part of the same ticket, in case 2 separate tickets are
issued it would not be treated as transit passenger).

17.1.5 Aviation Security Fee: Rates and Exemption as prescribed by MoCA from time to time,
17.1.6 General Condition:

a) All the above Charges are excluding GST. GST at the applicable rates is payable in addition to
above charges.

b) Flight operating under Regional Connectivity Scheme will be completely exempted from
charges as per Order No. 20/2016-17 dated 31/03/2017 of the Authority from the date the
scheme is operationalized by Gol.
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