AMENDMENTS IN AVIATION PLICY

The Airports Authority of India (AAI) has asked the government to make changes to the aviation policy that currently waives landing and parking charges for aircraft with less than 80 seats operated by domestic scheduled operators and helicopters of all types.

It is time to start charging parking and landing for these aircraft, says AAI, as it will give a boost to the development of regional airports it is currently upgrading and constructing.

Presently, some private regional airports are losing money, such as five in Maharashtra set up by the Reliance Group. “This is simply because there is not enough traffic to support them. There are no sources of revenue including retail, [food and beverage] and revenue from hangars. Some charges for landing will need to be enforced to get return on investment for the operators,” says Ansgar Sickert, managing director of Fraport India.

“The present policy does not work as many airlines fly smaller aircraft on trunk routes and do not find the need to connect to tier 2 and 3 cities. The intention of the policy was to encourage connectivity to small and remote places particularly in the Northeast,” adds Sickert.

Airlines such as Paramount, which had an all-Embraer fleet that is now grounded, and Kingfisher, which flies ATRs, have a competitive advantage on these trunk routes. Kingfisher flies its ATRs on major metropolitan routes including Hyderabad-Mumbai, Bangalore-Mumbai and Bangalore-Chennai, thus avoiding stiff landing and parking charges paid by larger aircraft.

“This defeats the purpose of encouraging regional routes,” says an official. “It stands to reason if we are providing a service, we should get return for the investment. We could certainly look at giving concessions to airlines over a period of time. The government should look at this proposal if it does not want AAI to become an Air India,” a senior airports official says.

“For regional airports to be catalysts of growth, airport infrastructure needs to be enhanced,” says Vidya Basarkod, CEO of Reliance Airports. She adds challenges in development of smaller airports include limited traffic, high cost of mandatory infrastructure and security and limited sources of aeronautical and non-aeronautical revenue.

AAI manages 125 airports, which include 11 international airports, 8 Customs airports, 81 domestic airports and 25 civil enclaves at defense airfields. AAI also provides Air Traffic Management Services (ATMS) over India’s entire airspace and adjoining oceanic areas with ground installations at all airports and 25 other locations.

The present limit of Foreign Direct Investment (FDI) in the aviation sector for greenfield airports is 100% under the automatic route. However, beyond 74% FDI, special permission is required.

New Pricing Norms could favor Airlines AERA (11/3/10)
In a move that could potentially change the way airport charges are levied in India and benefit airlines as well as passengers, the newly formed tariff regulator Airports Economic Regulatory Authority of India (Aera) said the so-called single-till model is the most appropriate way to decide such charges in India. 

Private airport operators continue to battle for the double-till model. In the single-till model, followed by UK airports such as Heathrow and Gatwick, all principal airport activities including aeronautical and commercial (or retail) are taken into account to determine the level of airport charges. In contrast, only aeronautical or flying-related activities are considered under the dual-till principle. Airlines prefer the single-till model as airport charges are likely to be lower under it. 

However, private airport operators and their investors are keen to have charges decided on the basis of a double-till model because this will help them increase revenue. Currently, most Indian airports do not earn significant commercial income. 

“We have tentatively taken a stand that single-till is suitable in the Indian context. We have sought comments and views from the industry stakeholders. The final decision would be taken shortly,” Aera chairman Yashwant S. Bhave said on Tuesday. 

Aera has already circulated a draft consultation paper on the issue among airlines and airport operators. “As we are seeking feedback from the stakeholders, I cannot comment beyond this,” Bhave said.

The last date to submit comments and suggestions is 19 March.

The choice of pricing model is critical as it will decide how much passengers will have to pay. Currently, passengers pay user development and airport development fees—a levy for future facilities being built at airports. 

Incidentally, the UK’s specialist aviation regulator Civil Aviation Authority (CAA) had proposed a shift from its traditional single-till approach to dual-till in 2003, but the country’s Competition Commission rejected the proposal. CAA has since not recommended a shift to the dual-till pricing model.

PRIVATE SECTOR PARTICIPATION
Both the reasons of bridging the yawning gap in resources as also to bring in greater efficiency in management of airports, the participation of private parties (including foreign ones) is a must. Government will take all possible steps to encourage such participation. 

An Airport Restructuring Committee in the Ministry of Civil Aviation will identify existing airports, in respect of which private sector involvement for development and upgradation of infrastructure is desired. It will also prepare a shelf of projects in respect of Greenfield airports. The pre-feasibility reports will be made available to private investors. 

The AAI will create separate profit centers for all individual airports and hive them off as subsidiary companies on a case to case basis, for the purpose of entering into commercial arrangements or joint ventures with private parties. 

Where airport operators desire private participation in their existing airports, all patterns of ownership and management would be open to them as elucidated in the preceding section. No Government approval would, however, be required. 

In case of Greenfield projects, the Central Government, the AAI, a State Government private company or a group of individuals can act as the promoter. The promoter will be required to prepare a pre-feasibility study and submit the formal proposal to the concerned State Government. The State Government will add its comments to the proposal in respect of acquisition of land, supply of water and power, construction of access roads, etc. and forward the proposal to the Central Government. 

The Central Government will set up an independent statutory body called the Airport Approval Commission, having adequate technical and financial expertise to examine such proposals quickly and submit its recommendations on three aspects: 

· Whether there is need for a Greenfield airport at the suggested place, taking into account the existing airports in the vicinity and projected increase in traffic; 

· Which is the best site, which is technically feasible and economically viable; 

· In case there is need for a Greenfield airport and it is found to be prima facie, feasible and viable, whether it should be executed in the public or private sector or be taken up as a joint venture. 

· On the receipt of the report of the Airport Approval Commission, the matter will be examined by the Central Government at the appropriate level for a decision. A decision once taken will normally not be subject to modification at a later stage. 

Once the Central Government has cleared the project, the promoter, if it is a Government body, will follow the prescribed procedure for floating global tenders in order to select the best party capable of executing the project as also to obtain the best possible terms. The tendering procedure will be transparent. The selected party would then prepare a detailed feasibility report, which would be sent to the Central Government for final acceptance. Approvals once accorded would not normally be revoked. 

Fiscal incentives would be provided to those involved in infrastructure projects, as maybe decided by Government for time-to-time. Currently, the following incentives are available: 

· Hundred per cent deduction in profits for purposes of Income Tax for the first five years. 

· Thirty per cent deduction in profits for the same purpose for the next five years. 

· Full deduction to run for continuous ten out of twenty fiscal years of the assessees choice. 

· Forty per cent of the profit from infrastructure is also deductible for financial institutions providing long-term finance for infrastructure projects. 

Such incentives should be made available not only to new companies investing in airport infrastructure but also to AAI and the existing agencies investing in upgradation of existing airport infrastructure. 

AAI may provide air traffic control services in private airports on terms and conditions mutually agreed upon. Alternatively, it may provide ATC staff on deputation and give advice on the specifications of the equipment to be compulsorily installed for communication, navigation and surveillance. 

Airports :  Modernization and redevelopment of 4 metro and 35 non-metro airports, Constructing 7 Greenfield airports, Constructing 3 airports in North East, Upgrading CNS/ATM facilities ,Establishing training facilities and MRO

OBJECTIVES OF AIRPORT INFRASTRUCTURE POLICY
While the Government is separately developing a policy framework for the entire civil

aviation sector, this policy relates to use and development of airport infrastructure. The

Policy on Airport Infrastructure should always be read along with the National Policy on

Civil Aviation.

The objectives of the policy are :

1. to provide a boost to international trade and tourism and enhance the country's image in the comity of nations;

2. to provide airport capacity ahead of demand, in order to handle an increasing volume of air traffic and to garner the maximum share of traffic in the region;

3. to enhance airport facilities to make the airport user friendly and achieve higher level of customer satisfaction.

4. to ensure total safety and security of aircraft operations by the introduction of state-of-art air traffic, security and related services;

5. to provide multi-modal linkages;

6. to provide a market orientation to the present structure, bridge the resource gap and encourage greater efficiency and enterprise in the operation of airports, through the introduction of private capital and management skills;

7. to foster the development of a strong airport infrastructure, maintaining a balance between the need for economic viability and the objective of equitable regional dispersal of infrastructural facilities;

8. in the achievement of the above objective, to lay special emphasis on the development of infrastructure for remote and inaccessible areas, especially the North East, the hilly and island regions; and

9. to encourage transparency and clarity in the decision-making processes of Government and its public sector units.

Policy has necessarily to change in response to a rapidly transforming global scenario, although the process of transformation has to be progressive, orderly and safeguarded. Looking at what has been achieved in other countries, there is a wide gap which needs to be bridged first.
