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Director (P&S, Tariff) 
Airports Economic Regulatory Authority of India (“AERA” or “the Authority”)  
AERA Administrative Complex, 
Safdarjung Airport, New Delhi -110 003 

Sub: Response to Consultation Paper No. 06/2023-24 dated 28th July 2023 
Ref: Determination of tariff for Cargo Handling Services for Menzies Aviation (Bengaluru) Private Limited 
(MABPL) at Kempegowda International Airport (KIA), Bengaluru for the First Control Period (FY 2023-24 to FY 
2027-28) 
Dear Sir, 
Menzies Aviation Limited (Menzies) has 74% stake in Menzies Aviation (Bengaluru) Private Limited, herein after 
referred as “MABPL”, a joint venture company formed in August 2022 between Menzies Aviation   Limited and 
Bangalore International Airport Limited (BIAL) to provide cargo services at KIAB. MABPL has entered into Service 
Provider Right Holder (“SPRH”) agreement with BIAL on 26th December 2022 to design, build, finance, develop, 
operate, undertake refurbishment activities, maintain, and transfer the International Cargo Terminal 1 and design, 
build, finance, develop, operate, maintain and transfer the Domestic Cargo Terminal at BIAL.  
Menzies Group is renowned global provider of aviation services, including ground handling and cargo operations. 
The group’s operations span across 60+ countries in 6 continents, serving more than 250+ airports, offering a 
comprehensive range of service to efficiently manage the movement of goods through air transportation. Menzies 
group has leveraged upon its strengths with respect to its global network, expertise in cargo operations, efficiency, 
stringent safety processes, and state of the art technology in the operationalization of MABPL.  
Investment of Menzies in MABPL is one of prominence given the large scale of operations and the significant 
investment committed by it for the facility expansion. The tariff determination exercise undertaken by the Authority 
is very critical for the business viability of the JV in an intensely competitive market. A fair and consistent regulatory 
framework is required for the sustainability of the JV. It will also build confidence among the global investors to 
undertake significant capital expenditure in India while feeling secure regarding the tariff determination framework. 
Certain proposals in the consultation paper as given below are urged to be revisited by the Authority as these are 
critical to the financial viability and sustainability of the JV: 
1) Uniform rate increases for airlines and freight forwarders. 

It has been observed  that the Authority has amended its proposal in the final Order no. 13/ 2023-24 dated 9th 
August 2023, regarding the uniform tariff increase for its competitor and allowed different percentage tariff increase 
for freight forwarders and airlines. Menzies would highlight that the cargo tariff rates levied to airlines in a 
competitive market are determined based on RFP/Tender process with each of the airlines subject to cap set by 
the Authority. Thus, the airline tariff rates are discounted to attract or retain an airline customer. Thus, in a 
competitive market, we will not be able to charge the airline tariffs rates proposed by the Authority in the 
consultation paper given that there is significant difference between competitor and our rates. In these 
circumstances MABPL will not realize the revenues projected by the Authority from the airline rates resulting in 
lower ROI. Therefore, to accurately estimate the revenues and maintain sustainable operations, MABPL urges 
and requests the Authority to allow different percentage increase for freight forwarders and airlines (as detailed in 
the revised proposal submitted by MABPL). 
2) Cost of equity 

From a global investor’s perspective, Menzies would stress upon allowing reasonable cost of equity on its 
investment to maintain sustainable operations for MABPL. The Authority’s proposal of allowing 14% cost of equity 
on the cargo investment is inadequate for the Indian market. Such low cost of equity will affect the influx of 
investment in cargo business in India from global large investors. Menzies has taken inherent risks when investing 
in any of its subsidiaries, especially after COVID-19. A reasonable rate of return compensates investors for these 
risks encouraging them to invest in these projects. This balance between risk and reward is fundamental to 
maintaining robust and sustainable investment ecosystem. Allowing a reasonable cost of equity for global investors 
is not only in best interest of the investors but is also essential for promoting economic growth, job creation, 
innovation, and sustainability. Therefore, Menzies requests the Authority to allow cost of equity of 21% as per the 
detailed submission of MABPL.  
3) Cost of Personnel 

Menzies would highlight to the Authority that, based on Authority’s analysis itself, MABPL’s personnel costs are 
significantly lower than our competitor when considered on a per MT basis. Further, rationalizing the costs is not 
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Menzies Aviation Limited (Menzies) has 74% stake in Menzies Aviation (Bengaluru) Private Limited, herein after 
referred as “MABPL”, a joint venture company formed in August 2022 between Menzies Aviation   Limited and 
Bangalore International Airport Limited (BIAL) to provide cargo services at KIAB. MABPL has entered into Service 
Provider Right Holder (“SPRH”) agreement with BIAL on 26th December 2022 to design, build, finance, develop, 
operate, undertake refurbishment activities, maintain, and transfer the International Cargo Terminal 1 and design, 
build, finance, develop, operate, maintain and transfer the Domestic Cargo Terminal at BIAL. 
  
Menzies Group is renowned global provider of aviation services, including ground handling and cargo operations. 
The group’s operations span across 60+ countries in 6 continents, serving more than 250+ airports, offering a 
comprehensive range of service to efficiently manage the movement of goods through air transportation. Menzies 
group has leveraged upon its strengths with respect to its global network, expertise in cargo operations, efficiency, 
stringent safety processes, and state of the art technology in the operationalization of MABPL.  
 
Investment of Menzies in MABPL is one of prominence given the large scale of operations and the significant 
investment committed by it for the facility expansion. The tariff determination exercise undertaken by the Authority 
is very critical for the business viability of the JV in an intensely competitive market. A fair and consistent regulatory 
framework is required for the sustainability of the JV. It will also build confidence among the global investors to 
undertake significant capital expenditure in India while feeling secure regarding the tariff determination framework. 
Certain proposals in the consultation paper as given below are urged to be revisited by the Authority as these are 
critical to the financial viability and sustainability of the JV: 
 
1. Uniform rate increases for airlines and freight forwarders. 

It has been observed  that the Authority has amended its proposal in the final Order no. 13/ 2023-24 dated 9th 
August 2023, regarding the uniform tariff increase for its competitor and allowed different percentage tariff increase 
for freight forwarders and airlines. Menzies would highlight that the cargo tariff rates levied to airlines in a 
competitive market are determined based on RFP/Tender process with each of the airlines subject to cap set by 
the Authority. Thus, the airline tariff rates are discounted to attract or retain an airline customer. Thus, in a 
competitive market, we will not be able to charge the airline tariffs rates proposed by the Authority in the consultation 
paper given that there is significant difference between competitor and our rates. In these circumstances MABPL 

Menzies Aviation Limited  
3 Lochside way 
Edinburgh Park 

Edinburgh 
EH12 9DT 

 

Free Hand

FreeText
16th August 2023

Free Hand

FreeText
14th August 2023



 

will not realize the revenues projected by the Authority from the airline rates resulting in lower ROI. Therefore, to 
accurately estimate the revenues and maintain sustainable operations, MABPL urges and requests the Authority 
to allow different percentage increase for freight forwarders and airlines (as detailed in the revised proposal 
submitted by MABPL). 
 

2. Cost of equity 

From a global investor’s perspective, Menzies would stress upon allowing reasonable cost of equity on its 
investment to maintain sustainable operations for MABPL. The Authority’s proposal of allowing 14% cost of equity 
on the cargo investment is inadequate for the Indian market. Such low cost of equity will affect the influx of 
investment in cargo business in India from global large investors. Menzies has taken inherent risks when investing 
in any of its subsidiaries, especially after COVID-19. A reasonable rate of return compensates investors for these 
risks encouraging them to invest in these projects. This balance between risk and reward is fundamental to 
maintaining robust and sustainable investment ecosystem. Allowing a reasonable cost of equity for global investors 
is not only in best interest of the investors but is also essential for promoting economic growth, job creation, 
innovation, and sustainability. Therefore, Menzies requests the Authority to allow cost of equity of 21% as per the 
detailed submission of MABPL.  
 

3. Cost of Personnel 

Menzies would highlight to the Authority that, based on Authority’s analysis itself, MABPL’s personnel costs are 
significantly lower than our competitor when considered on a per MT basis. Further, rationalizing the costs is not 
possible on account of the highly skilled work force that MABPL relies upon to perform the required services and 
maintain adequate service quality. Therefore, Menzies request the Authority to allow INR 57.6 cr. as the annualized 
base personnel cost for FY24 for MABPL.  
 
Menzies would reiterate the importance of the tariff order from the perspective of MABPL’s sustainability and 
reasonable rate of return to the shareholders who have committed significant investment. The decisions of the 
Authority are important from the perspective of the attractiveness of India’s cargo business to the global cargo 
players such as Menzies. Therefore, we request the Authority to consider the above aspects while finalizing the 
final tariff order. The fair and consistent treatment of the Authority to the cargo operators will allow Menzies to build 
a viable and sustainable business that not only meets the market expectations, but also set a new bar of service 
quality and business integrity.  
 
Thanking you, 
 
Yours faithfully, 

 
 
 
 
………………………………………….    
John Geddes        
Director and Secretary     
For and on behalf of: 
Menzies Aviation Limited 
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Dear Sir, 
 
This is for your kind information that, the Menzies Group started in 1833 and during the course of time Menzies 
Group has become a critical partner in the global aviation industry from 1993. As of today, Menzies Aviation is 
present in over 60+ countries across 6 continents, serving more than 250+ airports with air cargo, fuel and ground 
handling services. This makes us the largest aviation services company by number of countries served, and the 
second largest by number of airports.  
 
In order to manage such a vast network of services across airports, we have curated a team of highly skilled, 
exceptional people to bring in a streamlined workflow that outlines a systematic approach to offering services. The 
services rendered by us involve technical expertise and supporting in implementing global best practices which 
makes us a world leader, as it forms the central nervous system of our operations across the globe.  
 
A centralized team offers these support services, which are not limited to 
1. A systematic approach to creating processes, standard operating procedures and workflows 

2. Leveraging global expertise in policy framework and thought leadership 

3. Utilizing key learnings across airports  

4. Cost saving through less on-site support staff 

5. Lower manhour expense due to more efficient processes 

6. Bringing new technologies from around the globe 

7. Training modules on aviation security for its staff 

8. Efficient procurement process through global knowledge depository 

In addition to the above, there are subject matter experts and key account managers in our role to support our 
business globally. Their related costs will form part of the CHQ cost. 
 
Accordingly, CHQ incurs significant costs in providing these services. These costs need to be compensated for the 
services provided by us.  Therefore, as a standard practice, the costs incurred at the CHQ are allocated at an 
equitable basis across the airports where we render our services.  
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CHQ will provide MABPL services with respect to its employees with subject matter expertise, Enterprise Resource 
Planning (ERP) software, a global reporting system - Onestream, cargo handling manuals and other standard 
operating procedures. In addition to these, the CHQ provides the cargo training modules relating to AvSec, handling 
of dangerous goods, valuable goods etc., Regulatory and Corporate trainings for the on-site staff.   
 
In addition to the above, CHQ provides services in totality as a package to MABPL and thus, it is practically difficult 
to provide the break-up of the cost for each of the services. However, the transaction between the CHQ and MABPL 
will be on an arms-length basis complying with the applicable transfer pricing regulations. Therefore, the CHQ costs 
proposed are properly justified and reasonable for the kind consideration of the Authority. 
 
It is further submitted to the Authority that, in our erst while joint ventures in India for cargo and Ground Handling 
services had the similar CHQ cost allocation practice.  It is pertinent to bring to your kind notice that similar costs 
were incurred by the earlier Menzies Cargo Joint venture at Bangalore. Therefore, the proposed annualized base 
cost for FY24 of INR 10.0 cr. is reasonable.  
 
Hence, we would request the Authority to allow the CHQ cost as proposed in MABPL’s submission. 
 
Thanking you, 
 
Yours faithfully, 

 
 
 
 
………………………………………….    
John Geddes        
Director and Secretary     
For and on behalf of: 
Menzies Aviation Limited 
 
 
 

 




