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INDIA: STRENGTH & POTENTIAL
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INDIA: GROWTH TARGETS

SECTOR OPPORTUNITES

Power Additienal 100,000 MW by 2012
Roads NHDP (111" to VI1)- more than 37,500 k.m.
Telecom 5 million new subscribers/month

150% CAGR for next five years

Airports & Passenger Traffic Growth @' 35.5% p.a.
Aviation Greenfield Projects; 35 non-metro airports;
Open Sky policy; Augmentation of fleet by airlines

Ports 13.6% p.a. growth In cargo handling (2000-2006);
Containerized cargoto grow @ 15.5% p.a.

Real Estate Market growing @ 30% p.a. Demand for 4-6 billion sg. ft. of
new residential housing by 2015




INDIA: INVESTMENT REQUIREMENTS

SECTOR REQUIREMENTS (5-7 yr horizon)
Power $ 200 hillion ($ 680 billion by 2030)
Railways $ 65 billion
Roads $ 60 billion
Oil' & Gas Supply deficit oft 44 bem by 2030
Telecom $ 22 billion
Airports $ 9 hillion
Ports $ 18 Billion
Real Estate $ 60 billion by 2010
McKinsey & Co estimates that I ndia needs $ 250 billion in infrastructure in
the next decade




PPP: WHAT WENT WRONG EARLIER?

m Focus on awarding of contracts & Immediate
nenefits as opposed to viability (tariff)

m Plecemeal & ad-hoc refiorm approach (Focus on
Generation- 1% Phase)

m Financial Issues

— L ack of adeguate payment security and credit
enhancement

— Bankability of Project Documents—opsided risk
sharing mechanism

— Lenders rightsnot well protected
Utility risk v.Market risk




STATE OF AEEAIRS: TILL 2005

m Contractors are becoming Developers- Changing definition
of “Project Finance”

m Corporate Finance replacing project finance

m Classical Developers are unable to take imbalanced risk
allocation

m Foreign lenders/foreign equity players have virtually
disappeared

m Cetan key Indian banks/institutions are funding key
projects because of Govt directives

m Can achieve only fraction of infrastructure development

m Most economists believe that India can have secular
growth rate of 8% + if infrastructure devel opment can keep
pace.




POLITICAL & ECONOMIC
DEVELOPMENTS

m Consensuson growth: Importance of Foreign
I nvestment recognised by all
— FDI to be actively encouraged and sought (CM P)
— Foreign investment sought by WB government

— Establishment of Committee on I nfrastructure and
| nvestment Commission

m Rise of regional partiesand coalition but stable
government at centre

m Instead of privatization of Government companies
we have followed privatization of sectors




PROGRESSIVE LIBERALISATION OF EDI

FDI
expected to
touch $10

More sectors
A opened;
Equity caps raised
Up to 100% under Conditions relaxed
‘Automatic Route’ inForEx Managemen

FDI Inflow all sectors except =
In millipns asmall negativelist a0
Up to 74/51/50%

of USC in 111 Sectors under
‘Automatic Route’ 40

100% in some sectors
Up to 51%
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EDI IN INFRASTRUCTURE

SECTOR FDI

Power 100% EDI under automatic Reute in generation,
transmission and distribution except nuclear power
projects

Roads 100% EDI in construction and maintenance, toll read

Oll & Gas 100% under automatic route in most cases

Telecom 74% under automatic r oute

Airports & | 100% FDI for existing Airports
Aviation

Ports 100% FDI under automatic route




DEVELOPMENT OF INSTITUTIONAL
ERAMEWORK

m |ndependent judiciary

m Common law based framework with wel
developed property rights

m Rise of Independent Regulators with appellate
bodies

— TRAI, ERCs, Competition commission
— Stateisan interested party
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POLICY INITIATIVES

m Stresson competition and viability
— Délicensing
— Shift from single buyer to multiple buyer model
— Open Access (pipelines, power, set top boxes)
— Rationalisation of duties and revenue share

m Newsreportsindicatethat the RBI may tighten ECB
regime

m Policies and Guidelines: National Telecom Palicy,
NEL P, Pipeline policy, National Maritime Polic
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LEGAL AND CONTRACTUAL
INIFTFTATIVES

= Movement towards M odel Concession Agreements

B | mprovement in Security package
— Tripartite agreements. step in rights
— Pledge and other security over property

m Effectivelegal remediesfor L enders
— Securitisation Act
— DRT Act

— Improvement in insolvency regime: Companies
Amendment Act, 2002
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SECTORAL INITIATIVES

Aviation: Better Traffic Rightsand Air Services Agreements

Alirports privatized in spite of serious resistance - N
demonstrating Government’s ability to take tough decisions

Oil & Gas; New Exploration Licensing Policy VI (38 blocks)

Telecom: Technology neutral Unified Licensing Regime;
Permission for Inter-Circle & Intra-Circle mergers; I ncrease
in FDI Limit

Real Estate: Press Note 2; VCF route
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POWER

m Electricity Act, 2003

— Déelicensing of generation
— TransCo not allowed to engage in trading of
electricity

— No surcharge payable for the sale of power to
Discoms

— ODbligations to eliminate cross subsidy

— Introduction of competition in the procurement
of electricity
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THE PATH AHEAD

m Accountability and Transparency

— Ultra Miega Power Projects: Why did most international
developers pull out?

— Risk Allocation and Risk Sharing should be in line with
international trends

— Harsner penalties on developers for failing to develop
projects

m Coherent and well thought out policies
— Alrport Privatization and Commer cial Development

m Noroll backson policies. Policy on SEZs
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Ras Gas- PLL

m 1% NG project in India- constructed, developed and
commissioned by PLL in 2004 at Dahey

m Camein the backdrop of Govt failing to henour commitmentsin
Dabhol

Credit rating of Indian was below investment level at the time

Financing largely by consortium comprising Indian and foreign
lenders (ICICI, ADB etc.)

Equity — owner ship — offtakers (10C, BPCL , GAIL)
m Total payment obligations approx. $ 30 billion

— Security Structure: Charge over project assets, recelvables,
FPTRA

— Financing of upstream supply of gas- Security (hypothecation
of PLL rightsunder GSPA with offtakers.

m Project Finance & Infrastructure Super Deal of Year Award- 2005
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