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INFRASTRUCTURE DEVELOPMENT SECRETARIAT

Termination of Project Development Agreement & Land Lease Deed - Gulbarga Airport Project.

Read : 1. G.O. No. IDD 24 DIA 2000, dated 23.03.2007.

G.O. IDD 85 DIA 2008 dated 18.02.2010.

Letter No. GADL/ 2012-13/ 023, dated 23.08.2012.

Letter No. GADPL/2012-13/037, dated 19.12.2012.

Proceedings of the meeting held on 19.03.2013.

Letter No. IDD 85 DIA 2008 dated 22.01.2013 and 30.03.2013.

Letter No: Nil, dated: 08.05.2013 of IL & FS, Transportation Network Limited.
Letter No. Nil, dated: 24.05.2013 of IL & FS, Transportation Network Limited.

© © N o o > 0 D

Proceedings of the meeting held on 25.07.2013.
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10. Government Letter No. IDD 92 DIA 2013 dated 25.07.2013.

11.  Government Letter No. IDD 85 DIA 2008 dated 8.8.2013.

12. Proceedings of the meeting held on 27.12.2013.

13. Proceedings of the meeting held on 16.05.2014.

14. Government Letter dated 19.05.2014.

15. Proceedings of the meeting held on 06.06.2014.

16. DRT Order in O.A No.572 of 2014, dated 16.12.2014.

17. Appeal No. 14/2015 filed by the Bankers consortium before DRAT, Chennai

Preamble:

Government of Karnataka with a view to promoting balanced regional development across the State and to improve
transportation linkages between the State Capital and other districts, accorded sanction to develop an airport at Gulbarga with private
sector participation vide G.O. referred at (1) above.

2. After a competitive bid process, a consortium of companies i.e, NCC Infrastructure Holding Limited and VIE India Project
Development & Holding LCC, led by M/s. Maytas Infra Limited, was selected to develop the above airports. In accordance with the
Request for Proposal (RfP) document issued by the Government, the selected consortium set up a special purpose company viz., M/s.
Gulbarga Airport Developers Private Limited (GADL) for development of Gulbarga Airport Project. Accordingly, a Project Development
Agreement (PDA) was entered into between the Government and the aforesaid special purpose company on 2.4.2008, whereby
Government granted them the rights to construct and operate the airports for a period of 30 years. At the time of signing the PDA, as
required under the RfP document, the company submitted to Government, a Bank Guarantee to the extent of Rs. 2.5 Crores towards
security for its performance of the terms and conditions of the PDA. When the airport land was handed over to the company by the
Deputy Commissioner of Gulbarga, separate Land Lease Deed was also executed on 22.05.2010.

3. In accordance with the PDA and Land Lease Deeds, the aforesaid company was required to comply with the relevant laws for
the construction and maintenance of airports by private sector, obtain necessary permits and approvals from Central and State
Government departments and commence airport operations by 1.04.2010 i.e. within 24 months from the date of signing of the Project
Development Agreement.

4. However, M/s. Maytas Infra Limited, the Lead Member of the Consortium, got into financial difficulties and could not proceed
with the project. With the approval of the Company Law Board, IL & FS stepped in as the new promoters of M/s. Maytas Infra Limited.
After approval of the Government and with the intervention of MoCA, M/s. Maytas Infra Limited was replaced with M/s. IL&FS. Later,
IL&FS sought to implement the project through IL&FS Engineering Construction Company Limited., (IECCL) with 26% shareholding in
GADL. Meantime, IL&FS took 40% of equity stake through their group company viz. IL&FS Transportation Network Ltd. (ITNL) in a
company viz. M/s. Regional Airport-Holdings International Limited (RAHI) (earlier M/s. Comet Infra Developments Pvt Ltd) and 22%
stake in GADL was sold to RAHI. Remaining 60% of equity stake in RAHI is held by M/s. Rahi Aviation Holding Pvt. Ltd. The present
share holding pattern of the developers is as follows;

* RAH: Rahi Aviation Holding Pvt. Ltd. is earlier
known as Comet InfraDevelopments Pvt. Ltd., is
promoted by Mr. Umesh Bhaveia.

RAH (60%) ITNL (40%)

IECCL (26%) VIE (26%) NCC (26%) RAHI (22%)

GADL

5. In view of the economic slowdown and resultant delays caused in the construction of the airport, the aforesaid company
requested Government for deferment of the lease rentals for a period of 10 years effective from its due date which was 22.05.2010.
With an intention of improving the viability of the Project, Government through, G.O. IDD 85 DIA 2008 dated 18.02.2010 agreed to the
request of the company with the conditions including a Bank Guarantee of Rs.9.69 crores.
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6. To give effect to the deferment of lease rentals as stated above, supplementary agreement was entered into between
Government and the company for Gulbarga airport on 22.5.2010.

Delay in completion of the Gulbarga Airport - non compliance of the Project Development Agreement.

7. According to the Supplementary Agreement dated 22.05.2010, GADL was required to achieve the airport opening within 24
months from its signing i.e., by 21.5.2012. The agreement provides that if GADL is unable to achieve airport opening within the said
period of 24 months, another 12 months be allowed on payment of Liquidated Damages to Government to the extent of Rs. 10,000/- for
each day of delay.

8. GADL through its Letter No. GADL/2012-13/023 dated 23.08.2012 gave reasons for delay in obtaining clearance from various
agencies and site related issues as reasons for non-completion of construction work and sought extension in the period of airport
opening to 21.12.2012. Further through their Letter No. GADPL/2012-13/037 dated 19.12.2012 requested for further extension upto
21.05.20183. In response to the same, Government through its Letter No. IDD 85 DIA 2008 dated 22.01.2013 allowed extension upto
30.03.2013.

9. In a review meeting held on 19.03.2013 Principal Secretary, Infrastructure Development Department (IDD) observed that
there has been no progress in the construction work. The meeting was attended by shareholders of GADL Viz. Regional
Airport-Holdings International Ltd (RAHI) and M/s IL&FS Transportation Networks Ltd. (ITNL). In the meeting for the first time the
developers disclosed that there were certain internal conflicts between them on financial. matters which need to be settled first before
airport construction could continue. In the meeting it was pointed out by the Secretary that conflicts between shareholders are internal
matters of GADL and instructed that GADL should come out with a clear plan to complete the construction within the extended timeline
or else, face action in accordance with the terms and conditions of PDA. Consequently one of the shareholder of GADL vide their letters
dated: 08.05.2013 and 24.05.2013 communicated that they are in the process of resolving their internal conflict through judicial means
like Company Law Board and arbitration and also reiterated their commitment to complete the project.

10. Noticing no further progress in construction of Gulbarga airport, a meeting was held on 25.07.2013 under the Chairmanship
of Hon'ble Minister of State for Infrastructure Development and Information. In the said meeting, Government reiterated the
responsibilities of GADL and sought completion of the projects in a timely manner. Subsequently, Government issued Letter No. IDD 92
DIA 2013 dated 25.07.2013 to the above company to provide within 7 days their plans and a firm date for completion of the projects.

11. As no firm commitment was received from GADL, Government decided to issue a show cause notice to GADL in the first
instance. Accordingly, a notice bearing No. IDD 85 DIA 2008 was sent to GADL on 8.8.2013 giving 10 days time to show cause as to
why Government should not terminate the PDA and Supplementary Agreement. In this show cause notice it was also stated that
Government would invoke the bank guarantees and claim other sums payable by the Developer in terms of the Agreements and Land
Lease Deed. No response in this regard has been received from GADL so far.

12. In view of the above circumstances the Hon'ble Minister again convened a meeting with the developers on 27.12.2013. In
the meeting the Hon'ble Minister took a decision to grant time to come with a proposal to commence the works and the developers were
informed that if they failed to submit a proposal, then government would take stringent action as per the provisions of Project
Development Agreement.

13. A meeting was held under the Chairmanship of Principal Secretary, Infrastructure Development Department on
16.05.2014 and in the letter dated: 19.05.2014 the developers were given a final notice with one week's time to commence the works.
Since there was no response a meeting was convened on 06.06.2014 under the Chairmanship of Chief Secretary. At the meeting it was
decided to invoke the Bank Guarantee and terminate the Project Development Agreement.

14. As stated above, Government has given several opportunities to complete the construction of the airports and commence
operations. However, the developers have failed to comply with the contractual terms. As per Clause 13.3.1 (ii) of the PDA they are in
default as they have failed to achieve the airport opening within the time stipulated in the PDA and have also failed to pay liquidated
damages for the additional period as provided in proviso to Clause 7.5 of the PDA. Thus, GADL having breached the terms and
conditions of the PDA, Supplementary Agreement and also the Land Lease Deed, are liable to face termination of the airport contracts.

15. In view of the above and as decided in the meeting held on 06.06.2014 the bank guarantee of Rs.9.69 crores furnished by
GADL has been invoked in favour of Government on 16.06.2014.

16. GADL has borrowed huge sums of money from a consortium of Bankers for development of the airport after mortgaging the
land leased out by Government for the Project. In the background of the fact that the GADL failed to repay the loan to the bankers, the
lenders have approached the Debt Recovery Tribunal for recovery of their dues. Lenders have also sent a notice under the SARFAESI
Act for taking over the management of GADL and the procedural matters in this regard are already initiated by them. In the said petition
filed by the Debt Recovery Tribunal, the Government has also been arraigned as a party, which is being contested separately. In its
order dated 16.12.2014 in O.A No.572 of 2014, the DRT has ordered as follows;

" The interim stay dated 22.05.2014 granted in 1A NO. 2323/2014 filed by the Applicant --
Banks directing the GoK -- Defendant No.3 not to terminate the lease of the schedule property
granted by it (GoK) to Defendant No.1 - GADPL stands vacated, subject to the condition that the
encumbrances created by Defendant NO.1-GADPL by virtue of mortgage of lease hold rights in
favour of Applicants - Banks at the time of availing loan in question from Applicants -- Banks
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(Consortium) (i.e., leasehold rights available to the Applicants -- Banks under the registered
mortgage deed in question and so also the value of the development works already undertaken in
respect to project in question by Defendant No.1 on the leasehold property in question) stands
continued till further orders.

By virtue of this order it is made clear that Defendant No.3-GoK is at liberty to call for
tenders and entrust the work as deemed fit in the circumstances under the law to a third party (in the
place of present Defendant No.1-GADPL) for completion of the project, subject to the encumbrance
of the Applicants - Banks as stated above.

However, the present order stands stayed till 09.01.2015 only and the said interim order
dated 22.05.2014 stands continued till 09.01.2015 to enable the parties to prefer appeal against the
order passed by the Tribunal on these |As, if they opt to do so.

Both the parties to the present proceedings being public institutions are impressed upon to
take whatever measures those are suitable in the prevailing circumstances to ensure repayment of

the loan in question as well to complete the project".
In its order dated 09.01.2015 the DRT has extended stay till 27.01.2015.

In the given background, the construction work of the Gulbarga airport has stopped completely for more than 20 months.
With regard to Gulbarga airport the Government has appropriated the Bank Guarantee of Rs.9.69 crores furnished by GADL.
In this regard also, a writ petition seeking direction for returning the Bank Guarantee by Government is filed by ITNL against
Government and the same is also being contested by Government.

Subsequently the bankers have filed an Appeal No0.14/2015 against order dated: 16.12.2014 of DRT. The State
Government has filed its statement of objections to Appeal No. 14/2015 filed by the Bankers before DRAT, Chennai. The case
had come up for hearing on 16.01.2015. After considering the submissions made by the State the DRAT did not grant
extension of the interim order of stay.

20. In the above circumstances and after considering all aspects of the matter since the airport operations cannot be achieved
by GADPL in the near future which adversely affects public interest and since the interim order of stay granted earlier has not been
further extended it is decided by the Government, to terminate the Project Development Agreement and Land Lease Agreement.
Accordingly, the following orders are issued:

GOVERNMENT ORDER NO: IDD 53 DIA 2014, BENGALURU, DATED: 28.01.2015.

In view of the detailed circumstances, explained in the preamble, the Project Development Agreement and Land Lease
Agreement executed for the Gulbarga Airport is hereby terminated and any further action deemed fit and proper in the circumstances
shall be undertaken. Further necessary action shall also be taken by the Government to entrust the development of Gulbarga Airport to
Airports Authority of India.

96

SC 100

2. This order is issued as per concurrence given by Finance Department vide its U.O. Note No. FD 1329 Exp-1/13,
dated: 29.11.2013.

LTRNT ¢

By Order and in the name of the Governor of Karnataka,

M. VENKATESH MURTHY
Under Secretary to Government-Il,

Infrastructure Development Department
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Preamble :

LAW SECRETARIAT

Sub : Fixing the terms and conditions of Hon'ble Dr. Justice. Jawad Rahim, Member, Law
Commission of Karnataka, Bangalore-reg-

Read : (1) Government Order No.: LAW 42 HRC 2008, Dated: 12.01.2009
(2) Government Notification No.: LAW 26 KLM 2014, Dt: 03.09.2014

Government of Karnataka has established the Law Commission of Karnataka with Headquarters at Bangalore, vide G.O.
dated: 12.01.2009, read at (1) above. By Notification dated: 03-09-2014, read at (2) above, Hon'ble Dr. Justice. Jawad Rahim, former
Judge of the High Court of Karnataka has been appointed as the Member of Law Commission of Karnataka. He has assumed office of
the Member, Law Commission of Karnataka on the 4" September, 2014.

It is necessary to fix terms and conditions of service of the Member, Law Commission of Karnataka.

Hence the orders.

GOVERNMENT ORDER No: LAW 181 KLM 2014, BANGALORE, DATED 13" OCTOBER, 2014

Government are pleased to fix the terms and conditions of. Hon'ble Dr. Justice Jawad Rahim, Member. of the Law
Commission of Karnataka, Bangalore, as hereunder-:

1.
2.

The term of office of the Member shall be for a period of five years from the date of assumption of office;

He shall be paid salary and other allowances equal to the salary and allowances of a sitting Judge of the High Court,

provided that if, at the time of his appointment, he is in receipt of or being eligible to receive any pension and had elected

to draw or receive the pension (other than disability or wound pension) in respect of any previous service under the

Government of the Union or the State, his salary in respect of service as Member shall be proportionately reduced:-

. By the amount of the pension;

1. If he had before assuming the office, receiving in lieu of a portion of pension due to him in respect of such previous
service, the commuted value thereof by the amount of that portion of the pension; and

Ill. By any other form of retirement benefits, being drawn or availed or to be drawn or availed of by him.

Salary includes Basic Pay, House Rent Allowance, City Compensatory Allowance and Dearness Allowance .

3.

9.

He shall be entitled to Earned Leave at the rate of 30 days for every completed year of service, Half Pay Leave at the rate
of 20 days for every completed year of service and Extraordinary leave upto a maximum of 180 days. in one term of office.

On the expiry of his term of office, .he shall be entitled to receive cash equivalent of leave salary in respect of earned
leave to his credit subject to the condition that the maximum of leave encased from his term of office- or at the time of
retirement from previous service or taken together shall not in any case exceed 300 days. He shall also be entitled to
receive Dearness Allowance as admissible on the leave salary.

He shall be entitled. to the same Leave Travel Concession as are' admissible to a sitting Judge of the High Court.

While on tour (including the journey undertaken to join the Commission or on the expiry of his term with the Commission,
to proceed to his Home Town), he shall be entitled to the Travelling Allowance, Allowance for transportation of personal
effects and other similar matters and daily allowance as admissible to a sitting High Court Judge.

He shall be entitled-to subscribe to the General Provident Fund.

The reimbursement of Medical expenses shall be covered by the Karnataka Ministers, Minister of State and Deputy
Ministers Medical Attendance Rules, 1958 as applicable to the sitting ,Chief Justice/Judges of-the High Court of
Karnataka and subject to the relaxation of the conditions imposed in Government Order No. DPAR 18 Se Vu Nya 2011
(Part), dated: 25.06.2011.

He shall be entitled to official car and telephone facilities as admissible to a sitting Judge of High Court.

This issues with the concurrence of the Finance Department vide its U.O. Note No.sg 743 Xe-3/14, dated : 10" October,

2014.

P.R. 22
SC-100

By Order and in the name of the Governor of Karnataka,
K.G.V. Murthy

Special Secretary to Government
(Inter-State Water Disputes & HR),
Law Department
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"If the CW 24 to 26 are not recalled, it does not prejudice the case of the prosecution. Accordingly, | proceed to pass the

following :

ORDER

Application filed under Section 311 of Code of Criminal Procedure by the Learned APP is hereby rejected.”
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