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PREFACE

This Report of the Comptroller and Auditor General of
India contains the results of the Performance Audit of
Implementation of Public Private Partnership (PPP)
Project by Airports Authority of India (AAl) at
Chhatrapati Shivaji International Airport, Mumbai. The
Audit covered the period from 2006 to 2012. The
Reportis based on scrutiny of documents pertaining to
the Ministry of Civil Aviation (MOCA), AAI, Airports
Economic Regulatory Authority of India (AERA),
Operation, Management and Development
Agreement of 2006, Passenger Service Fee (Security
Component) Escrow Account, efc.

The Report has been prepared for submission to the
President of India under Article 151 of the Constitution
and is in continuation of the Report No. 5 of 2012-13
which covered the performance audit of similar PPP
project by AAI at Indira Gandhi International Airport,
Delhi.

Audit wishes to acknowledge the co-operation and
assistance extended by the senior officers and staff
of MOCA, AERA and AAIl at all levels during the
Performance Audit.
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Executive Summary

IBcn::kgrouhE*.I | |

Airports Authority of India (AAIl) had been the sole air traffic service provider in
the country. Unprecedented increase in passenger and cargo fraffic led to
congestion in airports, particularly airports in metropolitan cities. Government
decided to adopt the Public Private Partnership (PPP) mode in modernisation
of existing airports as well as development of new airports.

It was decided with the approval of Cabinet (September 2003) that
restructuring of Delhi and Mumbai airports would be undertaken through the
JV route by formation of two separate companies between AAl and selected
JV partners. Following competitive bidding, the JV partners for Mumbai airport
were selected in February 2006. Airports Authority of India (AAl), in the
capacity of the State promoter, signed an Operation, Management
Development Agreement (OMDA) with Mumbai International Airport Private
Limited (MIAL), a Joint Venture Company (JVC), for development and
modernisation of Chattrapati Shivaiji International (CSl) Airport, Mumbai on 04
April 2006. As per this agreement, AAl handed over CSI Airport, Mumbai to
MIAL on 03 May 2006 on ‘as is where is basis'.

Results of Performance audit of implementation of PPP by AAI in Indira Gandhi
International Airport, Delhi were reported in Audit Report No.5 of 2012-13
which was presented in Parliament in August 2012. The present report
examines the implementation of PPP project at CSI Airport, Mumbai.

Significant findings in the implementation of PPP at CSI Airport,

Mumbai

IDesign_constraint to cci_p__acity "

The two runways in CSI Airport, Mumbai (runways 09/27 and 14/32) intersect
approximately at their mid points because of which simultaneous operation of
both runways is not possible. This places a ‘design constraint' on the handling
capacity of the runways. In the Initial Development Plan submitted by GVK
led consortium (JV Partner) at the time of bidding, an additional parallel
runway situated south of runway 09/27 was envisaged to increase the runway
capacity of the airport. The proposal for the parallel runway was later shelved
as it involved large scale relocation of facilities and acquisition of privately
owned land rendering such development and its schedule uncertain. With this
constraint, the maximum capacity that can be handled at CSI Airport,
Mumbai is 40 million passengers per annum (mppa). In contrast, the demand
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at the airport is expected to reach 40 mppa by 2015 rising to 80 mppa by
2026. Thus, even after modernisation and up-gradation of CSI Airport,
Mumbai, the airport would be unable to meet the demand of passengers.
The problem is expected to be compounded with the delay in development
of the second airport at Navi Mumbai.

(Para 3.2)

IRight of First Refusal

The State Support Agreement (SSA) allows Right of First Refusal (ROFR) to MIAL
for a second airport planned within a 150 km radius of the CSI Airport,
Mumbai. A competitive bidding process was to be followed in which MIAL
could also participate if it so chose. In the event of being unsuccessful in the
bidding, MIAL would be allowed to match the most competitive bid (if its bid
was within the range of 10 per cent of the most competitive bid) provided
MIAL performed satisfactorily without any material default under any project
agreement at the time of exercising ROFR. MOCA assured the Public
Accounts Committee (PAC) during the examination of Audit Report No. 5 of
2012-13 that the second airport in Mumbai may not be needed till the traffic
reaches the saturation point of 40 mppa. Adequate safeguards would need
to be provided and ensured so that interests of competitiveness and
transparency are not sacrificed especially as the traffic is expected to reach
40 mppa in 2015 itself. This provision should not be allowed to thwart
competition and provide MIAL an advantage on the second airport. MIAL has
incorporated a subsidiary company, M/s. Navi Mumbai Airport Developers
Limited, in 2007.

(Para 3.4)

2 TR e

The proposal for restructuring of Mumbai and Delhi airports seeking adoption
of JV route envisaged an initial concession period of 30 years which could be
extended by another 30 years subject to mutual agreement and negotiation
of terms. However, as per OMDA, MIAL enjoys unilateral right to extend the 30
years' concession period for another 30 years, provided no default had taken
place during the 20" to 24t year of the first concession period. Absence of
review clause and re-negotiation before extension of concession period
appears to virtually allow MIAL the right to operate the airport for a period of
60 years with the terms and conditions frozen in OMDA. It is, thus, essential that
a regular and well documented review of performance of MIAL at MOCA is in
place to safeguard the interests of Government and to get MIAL to deliver the
committed outputs.

Eoncessio_n_ Period :

(Para 3.5)
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[Siqtus ofﬁMcE_\dotory Capital frojégts

MIAL had to complete 32 Mandatory Capital Projects (MCPs) by March 2010.
Out of these 32 MCPs, 28 were to be completed by May 2008. One of the
MCPs (S-06) was not completed on time and was delayed by two years. SSA
provided for incentive to MIAL through a 10 per cent increase in airport base
charges provided MCPs were completed by May 2008. MOCA allowed the
incentive to MIAL though MIAL failed to complete the project in time. It needs
to be ensured that incentives such as increase in base airport charges are not
given when inordinate delays take place in completion of projects.

(Para 3.8)

Istatus of other capital projects i |

In addition to MCPs, Master Plan 2007 had listed a set of 45 other capital works
which included airside works, terminal works and city side development which
were necessary for overall execution of the project. Actual progress of work
was slow with only three works having been completed in Phase 1 (ending
2010) as against the targeted eight. The Independent Engineer had reported
progress in only thirteen works which indicated considerable scope for
improving the pace of work.

(Para 3.9)

Ilncreose in Project Costs estimates |

The original transaction documents (OMDA, SSA) did not mention cost
estimate for the project. The initial estimate of the project cost was 5,826
crore (2006). These estimates were revised upward by MIAL progressively in
2008, 2010 and finally in 2011 to ¥12,380 crore. The project cost approved by
AERA for the period upto March 2014 is 11,647.46 crore. As significant
expenditures have been shifted to future control periods (beyond 2013-14) by
AERA, the project costs are set to increase further.

(Para 4.1)

IGap in funding and Development Fee o na. |

As per Article 13.1(a) of OMDA, MIAL shall arrange for financing and / or
meeting all financing requirements through suitable debt and equity
contributions in order to comply with its obligations including development of
the Airport pursuant to the Master Plan and the Major Development Plan.
Further, OMDA provided that MIAL may, if its development funding
necessitated, procure the listing of shares of MIAL on the Mumbai and/ or the
National Stock Exchange(s) at any time. As per the initial financing plan, the
project cost of 5,826 crore was to be financed entirely through equity,
internal accruals and debt. As the project cost increased progressively, MIAL
sought and was allowed to levy Development Fee (DF) on passengers to

WSy Vil
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cover the funding gap. No efforts were made to secure sources of financing
for the project as envisaged in OMDA. With AERA’s approval to levy of DF of
%3,400 crore in December 2012, DF accounted for 29.19 per cent of project
funding while the equity stake of the private partners of MIAL at X888 crore
contributed a mere 7.6 per cent. The debt of MIAL had also not altered even
as the project cost nearly doubled thus indicating that the finance risk for the
project had not been appropriately transferred to the JV partner.

(Paras 4.3 and 4.4)

Conflicts between OMDA and AERA Act in defining aeronavutical
and non-aeronavutical services

There were inconsistencies between provisions of OMDA and State Support
Agreement (SSA) signed for CSI Airport, Mumbai and the Airports Economic
Regulatory Authority (AERA) Act, 2008. These would have long term
repercussions on the regulator’s role in tariff fixation for CSI Airport, Mumbai.
The definition of aeronautical and non-aeronautical services differs
substantially between OMDA and AERA Act. Ground handling and cargo
handling services have been designated as non-aeronautical services in
OMDA but are defined as aeronautical services under the AERA Act. The
‘Target Revenue'’ for fixing airport charges takes into account only 30 per cent
of the revenue generated from non-aeronautical services. Thus, tariff payable
by the passengers will be cross subsidised only to the extent of 30 per cent by
revenues generated from cargo and ground handling services in case of CSI
Airport, Mumbai. As cargo and ground handling services constfitute a major
source of revenue for the airport, this provided undue financial advantage to
MIAL at the expense of higher tariff imposed on the passengers. MOCA may
need to critically assess the financial impact of concessions granted by the
Government under OMDA and revenue ensured by the Government from
MIAL after ground handling and cargo services were categorised as
aeronautical services as recommended by PAC in its Report on
Implementation of PPP-IGI Airport, Delhi.

(Para 5.2)

Joutsourcing domestic and international cargo activities st |

Cargo revenue comprises mainly domestic and international cargo
operations. MIAL had planned to outsource its cargo activities by September,
2012 and had estimated that the cargo revenue would, as a result, register a
fall of 40 per cent from the 2011-12 actuals in a span of two years (viz. 2012-13
and 2013-14) on account of the outsourcing. As the cargo revenue subsidises
tariff (30 per cent of cargo revenue is taken into account working out airport
charges), a fall in cargo revenues would lead to higher tariff and burden on
the passengers. Besides, the revenue share of AAIl will also reduce
substantially with significant reduction estimated in cargo revenues.

(Para 5.4)

» viii )
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Award of concession for operation of Hotel near Terminal 1C to a
Group Entity consortium

As per Article 8.3.7 of OMDA, all developments at the airport shall be as per
the existing Master Plan and no development that is not envisaged in the
Master Plan would be adllowed to be undertaken. MIAL took up construction
of a hotel near Terminal 1C in June 2009 though it was not included in the
Master Plans in violation of the terms as above in OMDA. MIAL informed
(February 2010) AAIl that it had carried out competitive bidding for operation
of a hotel in Terminal 1C and a Consortium of M/s. TAJ GVK Hotels & Resorts
and Greenridge Hotels & Resorts had emerged successful. The successful
bidder and MIAL were to have a revenue sharing arrangement of 4.65 per
cent of the gross revenue with a minimum guarantee clause which was
agreed to by AAI, though the arrangement would have significant adverse
impact on the revenue share of AAIl. AAl will receive only 1.79 per cent of the
gross revenue earnings in the hotel project (38.7 per cent of the 4.65 per cent
revenue share due fto MIAL from the hotel concession). As the hotel
concession has been awarded to a group entity of MIAL, the upside in
revenue may benefit the GVK group even as it is not shared with AAI.

(Para 5.5)

IDeIay in receipt of Retirement Compensation

As per OMDA, MIAL was liable to pay Retirement Compensation to AAI for
unabsorbed number of general employees. As per Article 1.1 of OMDA,
Retirement Compensation was to be based on AAl's latest available
Voluntary Retirement Scheme. AAl allowed MIAL to pay Retirement
Compensation as monthly instalments over ten years in violation of specific
directives from MOCA which stipulated that MIAL should pay the balance
amount immediately. This resulted in undue favour to MIAL and consequent
loss of interest (X 71.37 crore) to AAL. MOCA's attention is drawn to the
recommendation of PAC on a similar issue in Audit Report No. 5 of 2012-13
relating to the implementation of PPP arrangements in Indira Gandhi
International Airport, Delhi where PAC have concluded that MOCA had erred
in safeguarding the interests of employees of AAl and failed to enforce its
directives while also recommending that MOCA enforce contractual
obligations as per OMDA.

(Para 5.7)
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Isurvey of airport land and maintenance of land records

Neither OMDA nor the lease deed signed between AAlI and MIAL
demarcated and defined the specific details of leased land. Both documents
were to have a map of the ‘demised premises’ which was left blank. AAI did
not have up-to-date land records. As such, the area of CSI Airport, Mumbai
stated to be 1875 acres in the Request for Proposals increased to 2006 acres
on actual survey by MIAL. The very significant difference in areas quoted by
AAl and MIAL raises questions on the quality of land records and documents
maintained by AAl. MOCA's attention is drawn to the recommendation of
PAC on a similar issue in Audit Report no. 5§ of 2012-13 relating to the
implementation of PPP arrangements in Indira Gandhi International Airport,
Delhi that necessary survey of the land be undertaken and physical markings
erected to identify the demised land and carved out assets for future and
PAC apprised within six months.

(Para 6.1)

Carved out land fransferred to MIAL on the basis of hieogr;
upfront fee |

‘Carved out assets’ were primarily intended for the use of AAI as per OMDA
and could be fransferred to MIAL, if required, for aeronautical purposes with
the condition that the parties (AAl and MIAL) should negotiate the terms and
condifions of such fransfer. AAl agreed to transfer 48.15 acres out of carved
out assets to MIAL against a meagre consideration based on upfront fee paid
by MIAL without negofiation of terms and conditions as provided in OMDA.
MOCA maintained that upfront fee paid had no relation to the extent of land
and assets at airport, which, however, was the basis for transfer of part of
carved out assets to MIAL.

(Para 6.2)

ICommercial exploﬁdiion of 190.1 acres

Article 2.2.4 of OMDA dallows MIAL to utilise ten per cent of the demised
premises for provision of non-transfer assets. This is essentially the land
available to MIAL for commercial exploitation. Initially (as per RFP and OMDA),
the land area available for commercial utilisation was 179.8 acres. With the
execution of Supplementary Lease Deed in December 2011, the potential
non fransfer asset land rose to 190.1 acres and transfer of carved out land
resulted in further increasing the eligibility of MIAL for commercial exploitation
to 196.67 acres. Though revenues from non-transfer assets would not form a
part of the ‘Target Revenue' used for determining aeronautical charges in
terms of SSA, the same would be a revenue enhancing activity having the
potential for reduction of burden in the form of various levies on passengers.
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MOCA/AAI need to carefully work out the economics of commercial
exploitation of land.

(Para 6.3)

lEncrocchment

There were no firm estimates of the area under encroachment which kept on
increasing over time from 147 acres to 308.96 acres highlighting serious
deficiencies in land records management. MIAL executed a contract with
M/s. Housing Development and Infrastructure Limited (HDIL) to undertake
activities relating to rehabilitation of encroachers and restoration of the
Airport land under encroachment in lieu of the right to develop part of the
land vacated by encroachers. The encroachment was to be removed within
48 months of commencement date i.e. by October 2011 or with further six
months extension at MIAL's discretion. The contract was subsequently
terminated by MIAL as the encroachment was not removed.

(Paras 6.7 and 6.8)

IUnauihorised expenditure

SSA stipulated that airlines shall collect Passenger Service Fee (PSF) and
distribute the Security Component (SC) to AAl and the Facilitation
Component (FC) to MIAL directly. MIAL can revise FC under the provisions of
SSA while SC can be revised on the direction of Government. MOCA issued
instructions from time to time which mandated that the Airport
operators, (instead of AAIl) would collect and utilise the SC component of PSF
for specified purposes. MIAL unilaterally procured computers, furniture, and
fixtures designating them essential to maintenance of security. This resulted in
an unwarranted favour amounting to ¥87.97 crore extended to MIAL during
2006-12.

(Paras 7 and 7.1)






Chapter 1 | Introduction

1.1 Growth of Aviation Sector ]

Airports Authority of India (AAl) has been the sole air traffic service provider
for the air space in the country covering an area of 2.8 milion square
nautical miles of land mass and the adjoining oceanic area as recognised by
International Civil Aviation Organisation. With the opening of Indian airspace
to private as well as international operators, air traffic in the country
registered a phenomenal growth. The existing airport infrastructure proved to
be inadequate to cope with the unprecedented increase in passenger and
cargo traffic. It led to congestion at many airports and in particular in
metropolitan cities. The country required new airports as also expansion and
modernisation of existing ones to efficiently handle passengers, cargo and
aircrafts. The Ministry of Civil Aviation (MOCA), in a Conference of Chief
Secretaries held on 20 May 2006 projected a requirement of an additional
340,454 crore to augment and modernise existing infrastructure and to
construct Greenfield airports. The revenue surplus generated by AAI was
found to be grossly inadequate (X812 crore in 2005-06) to meet this
requirement and it was decided to adopt the Public Private Partnership (PPP)
mode of development.

h.2 Background of the decision of Joint Venture \

The Cabinet while approving the restructuring of airports of AAl in January
2000 through long term lease route directed that detailed plans be prepared
for development and that each such case for lease should be separately
brought up for consideration of the Cabinet Committee on Economic Affairs
(CCEA).

Action was accordingly initiated by MOCA to restructure and upgrade Delhi,
Mumbai, Chennai and Kolkata airports through the long term leasing route.
Financial and Legal consultants were appointed and work regarding ‘due
diligence' as well as desirable transaction structure was initiated. During this
exercise, MOCA felt that the Joint Venture (JV) route had certain
advantages over long term leasing route. The matter was again put up for
consideration of the Cabinet in December 2002 seeking approval to the
proposal of restructuring of Delhi, Mumbai, Chennai and Kolkata airports
through Joint Venture (JV) route by formation of separate Joint Venture
Company for each of these airports with the respective selected bidder, in
which AAl would have five per cent equity. The Cabinet directed MOCA to
discuss the proposal further with Ministry of Finance and Ministry of Company
Affairs and return to the Cabinet. In July 2003, the Ministry of Finance opined
that the proposal should be restricted to Delhi and Mumbai only. Finally in

———
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September 2003, the Cabinet approved the proposal of MOCA that
restructuring of Delhi and Mumbai airports may be undertaken through JV
route by formation of two separate companies between AAl and selected
JV partners. The Cabinet also approved constfitution of an Empowered
Group of Ministers (EGOM) comprising Minister of Finance, Minister of Law
and Justice, Minister of Disinvestment and Minister of State (Independent
Charge) of Civil Aviation to decide on the detailed modalities including the
design parameters, bid evaluation criteria efc. based on which the Joint
Venture partner was to be selected. Subsequent to the formation of the new
Government, the Government reconstituted (15 June 2004) the EGOM under
the Chairmanship of Defence Minister to take the transaction forward.

In February 2005, EGOM approved the key principles of Request for Proposal
(RFP) document along with the draft transaction documents i.e. Operation,
Management and Development Agreement (OMDA), State Support
Agreement (SSA), Shareholders Agreement (SHA), Lease Deed Agreement,
Communication, Navigation and Surveillance/ Air Traffic Management (CNS/
ATM) Agreement and State Government Support Agreement (SGSA).
Thereafter, AAI initiated the process of selecting Joint Venture partners for
executing the modernisation project at both the airports and undertook
competifive bidding. The EGOM after evaluation of the technical and
financial bids recommended (31 January 2006) the Joint Venture partners.
The EGOM's recommendation was approved by the Cabinet on 1 February
2006.

Implementation of PPP in Indira Gandhi International Airport (IGIA), Delhi was
examined and a report was placed in Parliament in Audit Report No. 5 of
2012-13 in August 2012. The report was examined by Public Accounts
Committee (PAC) of Parliament and the final report of PAC was presented in
Parliament on 06 February 2014,

The present report on the implementation of PPP at Chhatrapati Shivaiji
International (CSI) Airport, Mumbai, has been prepared taking into
account the findings in Audit Report No.5 of 2012-13 and the
recommendations of PAC thereon, mentioned above, in so far as they are
relevant and applicable.

1.3 Formation of Mumbai International Airport Private Limited |
(MIAL)

M/s. GVK Consortium was selected as the JV partner for CSI Airport, Mumbai.
The Consortium comprised three private entities:

GVK Industries Limited;
Airports Company South Africa Limited; and
Bidvest Group Limited.

e
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On 02 March 2006, AAIl incorporated a subsidiary Joint Venture Company
(JVC) named Mumbai International Airport Private Limited (MIAL). Following
signing of the Operation, Management and Development Agreement
(OMDA) and Shareholders Agreement (SHA) on 04 April 2006 between AAI
and the JV partners, AAl fransferred 74 per cent of the equity shares in MIAL
to JV partners in accordance with SHA. CSI Airport, Mumbai was handed
over to MIAL with effect from 03 May 2006.

In terms of SHA, the issued share capital of MIAL was X200 crore which was
jointly held by AAI (26 per cent), GVK Airport Holdings Private Limited (37 per
cent), Bid Services Division (Mauritius) Limited (27 per cent) and ACSA Global
Limited (10 per cent). Subsequently on 18 October 2011, 1,08,00,000 shares
(out of 5,40,00,000 shares) of Bid Services Division (Mauritius) Limited were
acquired by GVK Airport Holdings Private Limited raising its stake in MIAL fo
over 50 per cent. The paid up equity capital of MIAL as on 16 April 2012 was
%1,200 crore held by AAIl (26 per cent), GVK Airport Holdings Private Limited
(50.5 per cent), Bid Services Division (Mauritius) Limited (13.5 per cent) and
ACSA Global Limited (10 per cent).

|1 .4 Descriptions of the Transaction documents

Consequent upon the decision to hand over CSI Airport, Mumbai to MIAL
and before physically handing over the airport to the latter, a number of
agreements were signed among the concerned parties. These documents
individually and collectively determined the terms and conditions of the
handing over including economic benefits accruing to the parties. When
these agreements were signed, the regulator, namely Airports Economic
Regulatory Authority (AERA) was not in existence. These documents contain
provisions relating to areas like tariff fixation for aeronautical services, which
later, with the establishment of AERA came under the regulator’'s domain of
decision making.

l 1.4.1 Operation, Management and Development Agreement (OMDA)

Together with the State Support Agreement (SSA), OMDA is the most
important document and forms the soul of PPP in CSI Airport, Mumbai.
Signed between AAlI and MIAL, OMDA Ilays down obligations and
responsibilities of both the parties, the terms of revenue sharing, duration of
the concession, conditions of asset transfers (present and in future), terms and
conditions of land transfers, etc. OMDA was signed on 04 April 2006.

| 1.4.2 state Support Agreement (SSA)

Complementary to the OMDA, the State Support Agreement (SSA) was
signed between Government of India (Gol) represented by MOCA and MIAL
on 26 April 2006. It lays down the responsibilities and obligations of MOCA

———



Report No. 15 of 2014 -

and MIAL in their respective domain and to each other. It lays down in
Schedule 1, the principles of tariff fixation for aeronautical services.

| 1.4.3 state Government Support Agreement (SGSA)

State Government Support Agreement (SGSA) was signed on 27 April 2006
between the Government of Maharashtra and MIAL to provide support
services to the project. The agreement provided that the State Government
would provide support to MIAL in matters relating to removal of
encroachment, procurement of additional land for development of airport,
removal of obstruction outside the airport boundary to ensure safe and
efficient air traffic movement, improve the surface area access to the airport
and to provide all utilities on payment basis to MIAL.

] 1.4.4 Lease Deed Agreement

The Lease Deed agreement was signed on 26 April 2006 between AAI and
MIAL to lease the demised premises on “as is where is basis" on an annual
lease rent of 100 initially for a period of 30 years extendable for another 30
vears by virtue of extension of concession period. The demised premises
include all buildings, construction or immovable assets, if any on the premises
as described in the agreement with the liberty to MIAL to construct, erect,
renovate, alter or otherwise deal with the leased premises.

1.4.5 Communication, Navigation and Surveillance (CNS) / Air Traffic
Management (ATM) Agreement

The agreement was signed on 26 April 2006 between AAlI and MIAL
according to which the former was to provide air traffic services support at
the airport as AAl was authorised to provide necessary air traffic services
within the country’s air-space and at all civil airports.

| 1.4.6 Shareholders’ Agreement (SHA)

Signed on 04 April 2006 by AAlI and MIAL and other participants, SHA records
the terms and conditions to govern the relationships in their mutual capacity
as shareholders of JVC.

l 1.4.7 Airport Operator Agreement

As per Schedule 8 of OMDA, MIAL is required to enter into an Airport Operator
Agreement with the Airport Operator (AO) who is a member of the
consorfium (nominated if more than one AO are in the consortium). The
Agreement sets out the role, responsibilities, accountabilities and financial
arrangements between the AO and MIAL. Accordingly, an Agreement was
signed on 28 April 2006 between MIAL and ACSA GClobal Ltd. (Airport
Operator) to provide airport services.
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F.S Financial and Ope_rotional Performance of MIAL

AAl handed over CSI Airport, Mumbai fo MIAL on 3 May 2006. MIAL continued
the mandatory capital projects initiated by AAI and started other capital
projects. Project cost increased from %5,826 crore as projected in 2006 to
X11,647.46 crore in 2012 (as allowed by AERA). International terminal was
inaugurated on 10 January 2014. Domestic terminal is understood to be
poised to commence operations from August 2014. During the financial year
2012-13, MIAL earned X1478.58 crore, of which 38.7 per cent was to be shared
with AAl (X571.94 crore). MIAL, however, shared only ¥566.95 crore after
adjusting the bad debts of M/s. Kingfisher airlines.

The performance of MIAL from May 2006 to March 2013 is given below:

la) Projected Revenue as per original Business Plan and Actual Revenue

Chart 1: Projected and Actual Revenue of MIAL for the period
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The actual revenue earnings
were higher than the revenue
projections for the period
2006-07 to 2008-09 but from
2009-10 onwards the actual
revenues, though on an
increasing tfrend over previous
years, were lower than
projections.

Passenger traffic movement
has been consistently higher
than projections for all the
years from 2006-07 to 2011-
12. However, actual
passenger traffic decreased
in 2012-13.

I b) Passenger movements at CSI Airport, Mumbai
Chart 2: Passenger movements at CSI Airport, Mumbai from
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lo Cargo movements at CSI Airport, Mumbai

Chart 3: Cargo movements at CSI Airport, Mumbai from
May 2006 to March 2013
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The cargo carriage has
also been higher than
the projections for the
period 2006-07 to 2011-
12. However, actual
cargo carriage showed
sight declining trend
from 2010-11.

I d) Aircraft Traffic movements at CSl Airport, Mumbai

Chart 4: Aircraft Traffic movements at CSI Airport, Mumbai from
May 2006 to March 2013
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The Performance Audit of “Implementation of Public Private Partnership at
Indira Gandhi International Airport, Delhi” had been conducted earlier and
the findings of the audit have been reported in CAG’s Report No.5 of 2012-13
for Union Government, Ministry of Civil Aviation. The methodology and
procedure of re-development of Chhatrapati Shivaji International (CSI) Airport,
Mumbai were identical. The present report is a continuation of performance
audit efforts in respect of PPP arrangements in Indira Gandhi International
Airport, Delhi. This report also takes into account the recommendations of
PAC on the Audit Report No.5 of 2012-13 mentioned above, that are
contained in their final report presented to Parliament on 06 February 2014

MOCA has, inter alia, pointed out (November 2013) that the decision to
restructure and modernise Mumbai Airport was a policy decision of the
highest body i.e. Cabinet. The terms and conditions as well as the modalities
of modernisation/restructuring as mentioned in the fransaction documents
were finalised and approved by EGOM and that there has been no change in
the finalised transaction documents. Several issues such as JV route, leasing
of land /assets, Concession Period, Right of First Refusal (ROFR) etc. were
policy decisions of the Cabinet based on expert inputs in formulation and
inter-ministerial consultation. Hence, these policy decisions should not be
brought into question at this stage through audit observations.

Audit acknowledges the prerogative of Government to adopt the JV route in
modernisation of Mumbai Airport and decide the terms of engagement. Audit
exercise is to review implementation of the agreements to assess whether
the interests of Government have been adequately protected and whether
the arrangement ensured maximum value to Government.




Chapter 2 | Audit Methodology

|2.1 Audit Obje_ciives

The performance audit was conducted with the following objectives:

e To assess whether the interests of Government (through MOCA and AAl)
have been adequately protected by the Public-Private Partnership (PPP)
arrangements entered with the private operator and whether the risks and
returns of the private operator were as envisaged in the arrangement;

e To study the actual operation of the PPP arrangements in CSI Airport,
Mumbai in the elapsed period (2006-12) and assess its impact on
Government (and its nominee AAI) and other stakeholders.

IZ.Z Audit criteria

The Performance Audit was carried out with reference to:

e The terms and conditions laid down in OMDA and the supporting
agreements relating to concession period, levy of Development Fee, tariff
determination, leasing of land, Master Plan, project cost etc.;

e Guidelines/directions issued by MOCA, Airports Economic Regulatory
Authority (AERA) and AAIl, the Agenda papers and Minutes of AAI Board
Meetings.

—

|2.3 Scope of Audit and Methodology |
Audit was conducted on the basis of documents available with AAl and
MOCA, records maintained at AAl's Airport Infrastructure Restructuring
Department, New Delhi, JV Co-ordination Cell, Mumbai, Independent
Engineer's Reports, Independent Auditor's Reports, Monthly Information
System returns, records and information maintained by AAI for calculation of
revenue share of AAI, and information/ data provided by MIAL through AAI.
Audit covered the period 2006 to 2012. Audit methodology and objectives
were discussed in the Entry Conference with the Member (Planning) AAI
(Headquarters), Regional Executive Director-Western Region AAI, and MIAL
representatives/ officials on 10 September 2012. A separate entry meeting
was also held with the Joint Secretary, MOCA on 15 January 2013. The draft
Audit Report was issued to AAI on 30 May 2013 and reply of AAl was received
on 30 July 2013. Reply of AAIl was incorporated and draft report issued to
MOCA on 2 August 2013. Reply of MOCA was received on 18 November
2013. Audit findings were discussed during the Exit Conference on 18

ﬂ)}
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December 2013 in which Secretary, MOCA and other senior officers of
MOCA, AAlI and MIAL were present.

I2.4 Acknowledgement _

Audit acknowledges the co-operation and assistance extended by the senior
officers and staff of MOCA, AERA, AAI at all levels during the Performance

Audit.



Chapter 3 | Project Management

J3.1 Csi Airport -Mumbai
CSl Airport, Mumbai has two
intersecting operational
runways designated 09/27 and
14/32 (No.'s 1 and 2 in picture)
which intersect at
approximately their mid points.
CSI Airport, Mumbai had
essentially been operated as a
‘Single Runway' airport with
most operations handled
throughout the year on runway
09/27 with runway 27 end
being duty runway for 85 per
cent of the year due to

- : - prevailing wind direction. Cross
runway operations were infroduced at CSI Airport, Mumbai with effect from
01 January 2006 on trial basis and regularised from 27 March 2006. On
account of their cross design, simultaneous operation of both runways,
however, is not possible. This, in turn, places a design constraint on the
handling capacity of runways.

|3.2 Design constraint to capacity
In the Initial Development Plan submitted by the GVK led consorfium (JV
partner) at the time of bidding, an additional parallel runway (situated south
of runway 09/27) was envisaged to increase the runway capacity of the
airport. However, this involved large scale relocation of facilities and
acquisition of privately owned land which rendered such development and
its schedule uncertain. As a result, the Master Plan submitted by MIAL (03
October 2006) shelved the proposal for the additional parallel runway. Thus
the design constraint of the cross runway configuration in CSI Airport, Mumbai
remained, restricting the overall traffic handling capacity of the airport.

Given this constraint, MIAL estimated (Master Plan 2006) that the maximum
passenger traffic that could be handled at the airport was 40 million
passengers per annum (mppa). The demand forecast (based on Air Traffic
Forecasts Reports of M/s. NACO) for passenger travel through Mumbai was,
however, expected to reach close to 40 mppa by 2015 and exceed 80
mppa by 2026. Thus, even after modernisation and up-gradation, the airport
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would not be able to meet the growth of demand. This gap between
demand and capacity was expected to be visible from 2014 onwards as
indicated in the chart below.

Chart 5: MIAL's Master Plan passenger forecasts (Unconstrained and Constrained) and
actual passenger travelled, CSI Airport, Mumbai
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Source: MIAL's Master Plan 2006, actual passenger travelled as per traffic data in the Multi
Year Tariff Proposal submitted (October 2011) by MIAL to AERA

AAl agreed (July 2013) that due to various constraints in developing new
facilities/ area, there is a limit to increasing passenger handling capacity of
the Airport.

While stating that the parallel runway option was cost-prohibitive and time
constrained, MOCA replied (November 2013) that after the initiatives taken
by MIAL, airside capacity had improved and it was expected that the
present airport could serve the capacity to some extent beyond 40 mppa.
Further, MOCA also stated that the Navi Mumbai airport and Juhu airport
which were at the planning stage, would address the congestion at CSl
Airport, Mumbai.

The response needs to be considered in light of the Master Plan 2011
prepared by MIAL which stated that even after significant improvement of
infrastructure in CSI Airport, Mumbai, the current airport site cannot match
the traffic volume forecast for the region, given the constraint of runway
capacity. In fact, the improved runway system using high intensity runway
operations would be approximately 3 lakh air traffic movements per year
which would translate into a traffic handling capacity of 40 mppa for the
airport. Besides, both the Navi Mumbai airport and Juhu airport are presently
at planning stage even as the traffic at CSI Airport, Mumbai is expected to
reach its maximum capacity of 40 mppa by 2015.

e
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|3.3 De|ayeq second Airpcif at Navi Mumbqi

In view of the limitation in
traffic handling capacity of
CSI  Airport, Mumbai, a

second airport was SINEA
infended to be developed SINTERNATIONAL
at Navi Mumbai. The ' AIRPORT

NAVI MUMBAI

Greenfield airport project
was proposed to be
developed in the Public-
Private Partnership (PPP)
mode by sefting up a
Special Purpose Company
(SPC) with equity  Picture 2: Site for International Airport Navi Mumbai
participation from City and

Industrial Development Corporation of Maharashtra Limited (CIDCO), AAI
Financial Institutions and an experienced private entrepreneur of repute as
equity holders. The SPC would plan, design, obtain development approvals,
arrange required resources, build and operate the airport, and finally transfer
the assets back after the concession period. The SPC would be entitled to
special benefits and incentives which were currently available to
infrastructure development projects.

The proposal for Navi Mumbai International Airport (NMIA) was mooted in
November 1997. Ten years later in July 2007, MOCA obtained an ‘in principle’
approval from the Cabinet for setting up the second airport. CIDCO was
appointed as the nodal agency for implementation in July 2008. Though the
Detailed Project Report and Business Plan for the project had been prepared
(February 2007), the project was yet (July 2013) to take off. NMIA was to be
developed in phases with the first phase intended to be put into operation by
2015 with a traffic handling capacity of 10 mppa. However, in view of ifs
present status, meeting this milestone seems unlikely. Considering that CSI
Airport, Mumbai is expected to reach saturation by 2015, this would imply
increased congestion at the airport in near future.

MOCA replied (November 2013) that the delay in construction of NMIA was
due to time taken for acquisition of required land and rehabilitation of 5000
people by the State Government.

J3.4 Right of First Refusal for NMIA

The State Support Agreement for development of CSI Airport, Mumbai allows
the Right of First Refusal (ROFR) to MIAL for a second airport planned within a
150 km. radius of the former. For the ROFR to apply, MIAL has to participate in
the bidding process for the new airport. In the event of MIAL being
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unsuccessful in the bidding with its bid within a 10 per cent range of the most
competitive bid, it would be allowed to match the first ranked bid for the
second airport, provided that MIAL has performed satisfactorily without any
material default under any project agreement at the time of exercising the
ROFR. This condition would be applicable for the first 30 years. Allowing such
ROFR in relation to second airport is likely fo thwart competition and provide
MIAL with an advantage on the second airport. It is pertinent to note that
MIAL has incorporated a subsidiary company, M/s. Navi Mumbai Airport
Developers Limited, in 2007.

MOCA replied (November 2013) that ROFR was considered as an imperative
to mitigate the significant risks to which MIAL making substantial investments
in CSI Airport, Mumbai, would be exposed in the event of traffic diversion to
the competing airport in close vicinity. MOCA also asserted that the provision
does not thwart competition as the existing MIAL gets a chance only if their
performance fill the time of the bid was satisfactory and in the event of the
bid being within 10 per cent of the highest bid offered for the second airport.

The concern of MOCA regarding significant investments made by MIAL
needs to be viewed vis-a-vis the actual equity capital invested by the
concessionaire in CSI Airport, Mumbai which amounts to a mere 7.6 per cent
as against 29.19 per cent of the investment being funded out of
development fees (as elaborated at para 4.4 of the report). The risk carried
by MIAL is further mitigated by what would appear to be rather an
unconditional extension of term upto 40 years that has been allowed in SSA
as discussed in a subsequent paragraph. Besides, as PAC has remarked in its
report on Indira Gandhi International Airport, Delhi, the new airport would be
under the regime of AERA and would not have the benefit of dual or hybrid
till system which may further affect the competitiveness of a new bidder for
NMIA. Thus, the ROFR condition limits the risk to MIAL further, even as it has the
potential to restrict competition and provides an advantage to MIAL on the
second airport. '

MOCA submitted before PAC with regard to similar provision in the
arrangement of ROFR in SSA relating to Indira Gandhi International Airport,
Delhi with the concerned JVC, namely, Delhi International Airport Private
Limited (DIAL) mentioned in Audit Report No.5 of 2012-13, that safeguards
had been provided to ensure tfransparency and competitiveness. This would
need to ensured in the case of MIAL too.

MOCA also assured the Public Accounts Committee (PAC) that the second
airport in Mumbai may not be needed fill the traffic reaches the saturation
point of 40 mppa. Adequate safeguards would need to be provided and
ensured so that interests of competitiveness and transparency are not
sacrificed especially as the traffic is expected to reach 40 mppa in 2015 itself.

e
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|3.5 Concession Period |

Arficle 18.1(b) of OMDA gives MIAL the unilateral right to extend the
concession period for another 30 years ‘on the same terms and conditions’,
provided no event of default had taken place during the 20 to 24" year of
the first concession period. Absence of review clause, thus, virtually allows
MIAL the right to extend the term for another 30 years and the right to
operate the airport for a period of 60 years with the terms and conditions
frozen in OMDA.

MOCA stated (November 2013) that a financial consultant was appointed
and as per their advice, a period of 30 years was considered reasonable for
the investors to recoup their investment. MOCA confirmed that the Cabinet
was informed (vide note dated 09 September 2003) that the lease period of
30 years could be extended by another 30 years subject to mutual
agreement and negotiation of terms. MOCA also stressed that the Inter
Ministerial Group (IMG) and EGOM which finalised the detailed terms of the
agreement had also intended the renewal of term to be subject to
satisfactory performance of the JV in the first term. MOCA stated in the Exit
Conference that non-inclusion of provision regarding extension of concession
period for 30 years beyond the initial term of 30 years subject to mutual
agreement and negotiation of terms was a conscious decision and it was not
intended to include such provisions in future too.

PAC in their report presented to Parliament on 06 February 2014 on the
Performance Audit of Implementation of PPP in Indira Gandhi International
Airport, Delhi contained in Audit Report No. 5 of 2012-13, have, inter alia, on
the same issue, desired to be apprised how the Joint Venture (in Delhi airport)
would pave the way for future airport development and modernisation in the
country. MOCA would need to devise an appropriate strategy to effectively
comply with the concern expressed in the above recommendation of PAC,
especially in view of the benefit conferred upon the Airport Operator (MIAL)
which would franslate info almost an automatic extension of the initial
concession period to another 30 years, without renegotiation of terms. A
regular and well documented review of the performance of MIAL by MOCA
would not only safeguard the interests of Government but also get MIAL to
deliver the committed outputs.




— Report No. 15 of 2014

|3.6 Changes in Master Plans for CSI Airport, Mumbai

As per OMDA (Arficles 8.3.5 and 8.4.2) for development of CSI Airport,
Mumbai, Master Plan and Major Development Plan were to be submitted to
AAl for its information and MOCA for its review and comments before the
expiry of six months from the date of execution of OMDA. Specific schedule
for MOCA's suggestions and MIAL’s action thereupon leading to firming up of
the plans is laid out in the SSA (Clauses 3.5.2, 3.5.3 and 3.5.4). Final Master
Plan would be binding on MIAL and would govern the operations,
management and development of the Airport. AERA would also accept this
Master Plan and Major Development Plan as the final document for tariff
fixation purposes (SSA Schedule 1).

MIAL submitted the initial Master Plan and Major Development Plan to AAI
and MOCA on 03 October 2006. The Global Technical Advisor (GTA)
appointed by AAI for implementing the restructuring of metro airports was to
offer comments on the plans of MIAL as per their terms of appointment.
However, GTA did not carry out this function. AAl has withheld 25 per cent of
GTA's fees, because of non-completion of technical review of Master Plans
by GTA. In the absence of GTA's opinion, AAl offered a seft of interim
comments which were forwarded by MOCA to MIAL within the stipulated
period of 30 days. MIAL, however, submitted the revised Master Plan and
Major Development Plan late (in 2007), after seven and thirteen months
respectively as against the time limit of 15 days specified in SSA. There was no
evidence of any action being taken by MOCA against delay by MIAL from
the records made available to Audit. Subsequently in March 2011, MIAL
submitted a modified Master Plan. Details of project are in Table 1 in para 4.1.

Thus, the Master Plan for the project remained flexible for over five years
(October 2006 to March 2011). MOCA accepted changes in Master Plans
and did not comment about the delay in submission of the same. In the
Master Plan 2011, the constituent projects were restructured and re-
scheduled---a major change in completion schedule for the terminal building
from 2010 in the Master Plan of 2007 to 2013 (international) and 2014
(domestic). The delay also added to the project cost.

AAl stated (July 2013) that OMDA did not contain any specific provision for
approval of Master Plan as well as its monitoring by AAl. MOCA added
(November 2013) that depending upon the changed circumstances and
change in scope of work, the Master Plan was revised.

The reply needs to be viewed against the fact that the procedure for
finalisation of Master Plan including its schedule was laid down in OMDA and
SSA. That a final Master Plan was to be in place within a specific time period
which would be binding on MIAL, pointed to monitoring mechanism in
AAI/MOCA for arriving at applicable Master Plan in accordance with the
agreements and its timely implementation. The obligation of MIAL to develop

——e
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the airport as per applicable Master Plan prepared in accordance with the
time limits set out in the agreements stood diluted as the Master Plan was
delayed. Article 8.3.8 of OMDA also mandated an ‘approved’ Master Plan
which implied the need for firming up of Master Plan with target dates for
individual facilities. The fact that no action had been taken by AAlI/ MOCA
despite inordinate delays on the part of MIAL beyond the schedule specified
in SSA highlights deficiency in monitoring.

|3.7 Change in scobé of__\)vori( )

Initial Master Plan of MIAL for CSI Airport, Mumbai (03 October 2006) had
proposed a terminal building for all international passengers and 60 per cent
domestic passengers at Sahar which was intended to be completed by 2010.
For this, the existing international terminal was to be refurbished and partly
reconstructed. MOCA (on the advice of AAl), suggested having a common
user terminal for all passengers, both domestic and internatfional.
Accordingly, MIAL submitted a revised Master Plan in May 2007 centralizing
passenger handling facilities at Sahar. The same plan for a common user
terminal was reiterated in the subsequent Master Plan of March 2011. The
Master Plan of March 2011 incorporated some changes vis-a-vis the Master
Plan of May 2007 in re-location of some of the facilities (e.g., ATC technical
block, MET farm, cargo terminal), as well as changes necessitated due to
certain land pockets becoming un-available (e.g., land under P&T
ownership) and operational requirements. There was delay in implementation
of the individual projects which led to their re-scheduling in the Master Plan
2011 which has been separately commented at paras 3.8 and 3.9 of the
report.

The change in scope of work for construction of a ‘one roof’ terminal building
on the advice of AAl and MOCA led to increase in costs and contributed to
delay in project execution. Audit was not provided dis aggregated details of
cost for examination. However, this did not alter the capacity constraint of
the airport as capacity remained at 40 mppa. Net benefit of the altered
scope thus remains uncertain even as the project suffered cost and time
over-run on this account.

AAl stated (July 2013) that after reviewing the Master Plan submitted by MIAL,
MOCA/AAI considered development of an ‘ultimate’ terminal under one-
roof at Sahar. AAIl further stated that MIAL considered various advantages of
a common terminal such as:

a) It would provide far greater passenger convenience and a
significantly more operationally efficient cum flexible design as
compared to split operations in Sahar and Santacruz;

b) Existing ferminals were not harmonious and efficient.

e ——p——
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c) Feasibility study of existing terminals revealed that existing piles
required substantial structural modifications.

MOCA stated that though the ultimate capacity of the existing airport would
remain around 40 mppa, a second airport was in any case planned on its
saturation. MOCA also asserted that the change in scope advised was within
the OMDA framework.

AAI/MOCA's contention that the integrated design provided for greater
passenger convenience and efficiency needs to be viewed vis-a-vis the
present plan of retaining both the domestic terminals, i.e. T 1A and T 1C
which is a departure from the integrated terminal plan. Further, investigations
by the consultant, appointed by MIAL at the time of preparation of the
Master plan, had revealed that the technical condition of the existing
terminal was sound and the structure could be adapted to the latest building
regulations to allow for large voids and addition of a new structure to create
a much better passenger experience and world class structure. This would
indicate that modifications to the existing structure had been found to be
feasible by MIAL. It has not been denied that the intermittent change in
scope had contributed to delay and cost over-run.

|3.8 Status of Mandatory Capital Projects

In line with OMDA, the Master Plan 2006 prepared by MIAL conceptualised a
phased development of CSI Airport through MCPs and other capital projects
in the following manner:

. Interim Measures: to be completed by 2008
. Phase 1: to be completed by 2010
. Phase 2: to be completed by 2015
. Phase 3: to be completed by 2020
o Phase 4: to be completed by 2026

(@) 32 Mandatory Capital Projects (MCPs) were included in Interim
Measures and Phase-1 to be completed by March 2010. Of these, MIAL was
required to complete 28 projects within two years from the effective date of
03 May 2006.

Clause 1 of Schedule é of SSA, adllowed a nominal increase of ten (10) per
cent over the base airport charges for calculating aeronautical charges for
the third year after the effective date as an “Incentive”, provided MIAL duly
completed and commissioned MCPs required to be completed during
the first two years from the effective date. Thus, MIAL would be eligible for a
10 per cent increase in base airport charges if it had completed 28 MCPs by
May 2008.

e
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MIAL did not complete one MCP (project code: $-06 for realigning the B-
1taxiway) within the stipulated period of two years. MIAL had initially
requested (June 2007) for deferment of the work citing resultant operational
constraints for airlines. This was agreed to by MOCA (August 2007) and
completion date was re-scheduled to March 2010. MIAL again requested
(May 2009) extension of the completion date and MOCA approved a further
extended schedule up to 31 December 2010 freatfing it as a onetime waiver.
The work was finally completed by December 2010.

MIAL was, thus, not eligible for the 10 per cent increase in base airport
charges as per the provisions of SSA. However, MOCA approved (12
December 2008) a 10 per cent increase in base airport charges w.e.f. 1
January 2009 as an incentive to MIAL though one of its MCPs remained
incomplete.

AAl /MOCA stated (July/November 2013) that increase in tariff in airport
charges had been approved considering justifications given by MIAL for the
delayed completion of capital works. The fact, however, remained that in
allowing rise in tariff despite non-completion of MCPs, SSA was violated.

(b)  All 32 MCPs were to be completed by 31 March 2010. One of these
projects (project code: S 09) is, however, yet to be completed. The project
envisaged refurbishment and reconstruction of existing international terminal
as per initial Master Plan. With change of plan in 2007, the scope of work of
this MCP was also revised to provide for amalgamation of Terminals 2B and
2C, expansion by adding gates, demolition of Terminal 2A and construction
of South West Pier. The schedule for completion of the project remained
unchanged as March 2010. MIAL was unable to complete even this reduced
scope of work under the project. An extension was allowed by MOCA for
completion of the project by March 2012 by which time, the project with its
reduced scope was completed.

However, the original scope of the project which intended to make the
international terminal ready for operations by March 2010 could only be
completed in January 2014 (terminal inaugurated on 10 January 2014) which
was 21 months beyond the date of its intended completion.

AAl stated (July 2013) that except these two works, other MCPs were
completed in fime. AAI also stated that the reasons for delay were examined
through an Independent Engineer based on whose recommendations and
request of MIAL, competent authority found the delay justified.

In addition, MOCA replied (November 2013) that the delay in completion of
MCPs was attributable to circumstances and situations beyond the control of
MIAL as the works were being carried out with significant operational
constraints.
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The reply needs to be considered in the light of the inordinate delay of two
years in completion of the reduced scope of project S-09. Such delays raise
serious doubts on the achievement of efficiency advantages expected from
the PPP arrangement, especially as the terminal facilities for international
operations remained incomplete fill January 2014 as against the original
intent of completion by March 2010.

MOCA/AAI may ensure that incentives such as increase in base airport
charges are not allowed as a matter of course, when inordinate delays take
place in completion of projects.

l3.9 Status of other capital projects

In addition to MCPs, Master Plan 2007 listed a set of 45 other capital projects
which included airside works, terminal works and city side development
which were necessary for overall execution of the project. These works were
to be executed in three phases:

e Phase 1:upto 2010
e Phase 2: upto 2015
e Phase 3: upto 2020

Targeted completion dates for these works were progressively pushed into
later phases in Master Plan 2011 in the following manner:

» 20 capital works were to be completed by Phase 1 as per Master Plan
2007. Of these, eleven were shifted to Phase 2, one was shifted to Phase 3
and one work was deleted in Master Plan 2011. One work was brought
forward from Phase 3 to Phase 1 leaving a total target of 8 works to be
completed by 2010.

v

14 capital works were to be executed in Phase 2 (2010-15) as per original
plan (2007). This increased to 25 with additions from left over works of
Phase 1.

» The works scheduled for Phase 3 continued to remain eleven.

Actual progress of work was even slower. It was noficed (from progress
reports of Independent Engineer) that only three works had actually been
completed in Phase 1 as against targeted eight as per Master Plan 2011. Two
projects of Phase 2 and one project of Phase 3 had since been completed.
Of the total of 44 capital works, progress had been reported in only 13 by the
Independent Engineer indicating tardy progress. Reasons for delay were not
brought out in the report. Audit did not have access to the original records of
MIAL in this regard.
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As per OMDA, target dates for construction of individual facilities as
incorporated in the Master Plan had to be fully met by MIAL. In the event of
delay in commencement or completion of projects, AAl had the right to levy
liquidated damages on MIAL (Article 8.3.8). However, no communication
from AAIl to MIAL for levying of liquidated damages or urging that MIAL speed
up the work was on record. The progressive re-scheduling of capital works to
a later date contributed to an overall delay of the entire project even as
inaction on the part of AAl and MOCA point to a gap in monitoring and
oversight on the project.

AAl stated (July 2013) that OMDA did not contain any provision requiring AAI
to monitor other capital projects and that the provision under Article 8.3.8
applies only to Major MCPs.

MOCA replied (November 2013) that development of CSI Airport, being a
land constrained airport, heavily depended on timely availability of various
land pockets and relocation of existing facilities. Further in absence of any
linkage to traffic trigger, the imposition of Liquidated Damages under Article
8.3.8 was not applicable. MOCA also pointed out that Mumbai airport had a
large number of inherent problems which were specific to the airport which
caused delay and that MIAL could not be blamed for the same.

The reply needs to be viewed against the follo