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GREENFIELD AIRPORTS: JET-SET, GO!

Heightened demand for air travel amongst the Indian traveler may be putting smiles on the faces of airline operators;
however the surge in the number of air travelers has highlighted the deficit in aviation infrastructure. The preamble of
the Government of India’s Airport Infrastructure Policy of 1997 (“Infrastructure Policy’) states:

“In view of the fact that there are already a sufficient number of airports, many of which are not
viable, Greenfield airports will normally not be taken up either in the public or private sector without prior approval of
the Government.”

The Infrastructure Policy sets out the circumstances under which a Greenfield airport may be approved, which
hitherto have been few and far between. However, on October 23, 2007 the Government of India (“Gol’) has sent for
approval the new draft policy for Greenfield airports.

Draft Greenfield Airport Policy

At present, there exists a deficit in aviation infrastructure and this problem is being compounded in the absence of
favorable Gol policy. The Committee on Infrastructure (“COI’) which is headed by the Prime Minister of India had
sought recommendations on the principles, guidelines and licencing conditions for Greenfield airports

(“Greenfield Policy’) from an Inter-Ministerial Group (‘IMG). The COI on April 18,2007 directed the constitution of an
IMG which would be chaired by the Secretary (Civil Aviation) and submit its proposals to the COl which after review
would place the policy before the Cabinet for approval. Itis therefore interesting to note that after adopting a
restrictive policy for 10 years, the Gol has decided to frame a new policy for Greenfield Airports.

The Greenfield Policy has been drafted by the Inter-Ministerial Group (‘IMG’) under the Chairmanship of Civil
Aviation Secretary Ashok Chawla. The press release in this regard states that the policy seeks the Gol’'s waiver of
the mandatory requirement for getting approval from the Gol for Greenfield airports. Consequently it proposes that
State Governments interested in setting up Greenfield airports can either do so themselves or through any
designated entity or a joint venture company.

Additionally, the press release notes that Greenfield Policy identifies the need for streamlining the approval process
and has proposed setting up a Steering Committee to coordinate and monitor the various clearances required.

According to the press release Greenfield airports to be set up by the Airports Authority of India (“AAI") should
preferably be set up through Public Private Partnership in accordance with the proposed policy. Further, it has been
proposed that land for such airports will be provided by AAI.

Proposed Procedure and Incentives for Setting-up Greenfield Airports

The press release from the Ministry of Civil Aviation also sets out the following procedures and incentives for setting
up Greenfield airports. In the event a State Government wishes to promote the setting up of airports in the State, it
could either:

Apply to DGCA for a license itself, in which event the State Government would be responsible for development and
operation of the airport; or.

An entity of the State Government could apply for a license to DGCA, in which event such entity would be
responsible for development and operation of the airport;

The State Government or its corporation may select a private entity and form a Joint Venture Company (“*JVC’) in
the private sector and in such an event, the JVC would be responsible for development and operation of the airport
under a license from DGCA; or.

Allot land to a private Airport Company for development and operation of an airport under a license from DGCA.
The policy lacks clarity on the responsibility to develop and operate the airport, but we assume that the private
Airport Company would be responsible for development and operation similar to the policy with respect to the JVC
noted above. However, clarification is required.

In event a State Government wishes to facilitate setting up of airport, it could provide the following to the respective
Airport Company:

Land, concessional or otherwise;

Real estate development rights in and around Greenfield airports;
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The surging Indian economy has changed the way many people now travel. Whereas a decade ago, most people

would have traveled by train, the situation now is that air travel has become affordable. However, the rising demand
in seats has also left Indian airports stretched for lack of infrastructure. Notably in the large metropolitan cities

in India take off times and landing times are stretched. The new draft policy could go far in exploiting private
participation in a much needed sector. Under Press Note 4 of 2006, Foreign Direct Investment is now permitted upto
100% for the setting up of Greenfield airport projects, and a favorable policy in this regard would do much to spur
investor interest in such projects. We look forward to reviewing the policy once adopted, and hope this will lead to
investment in this sector taking off in a big way.

Source: The Press Note

- Rajesh Pathania & Kartik Ganapathy
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