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Private Jets in India
A Snapshot
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Flohr had landed in India to make a big
splash. The country, he says, is “absolutely
important” for VistaJet — which placed the
largest single transaction in the history of
business aviation when it ordered 56 Global-
series aircraft from Bombardier last Novem-
ber —from two standpoints.

One is India’s proximity to China, South
East Asia and the Middle East, a geographi-
cal setting that renders cost benefits to a
company that targets corporate customers
and wealthy individuals travelling point-to-
point with wide-cabin (8-20 seaters), long-
range aircraft (connecting London with To-
kyo or New York with Hong Kong). If Vistajet
were to send a plane to a client in Hong
Kong, it would take eight hours from Nairobi
or Dubai, but only four hours from India.

The second is the market itself. In recent
years, a steady stream of promoters and ex-
ecutives from India has been travelling to
their factories located in Australia, Africa,
Europe and the US.

Boom Time

Flohr believes business aviation in India is
on the cusp of the next phase of growth be-
cause the number of such travellers — “their
DNA is very global” — is poised to rise dra-
matically. ;

Itis a sentiment shared by VistaJet's prin-
cipal competitor, Netjets, a unit of Warren
Buffett’s Berkshire Hathaway Inc. In 2011,
Buffett hosted a NetJets event in Delhi with
business leaders to discuss business avia-
tion, among other subjects.

NetJets already has a growing number of
customers in India, both businesses and indi-
viduals, who are flying privately in and out of
the country. “Indiais animportant country for
us and we are examining options for establish-
ing operations here,” says Thomas Hoyt, head
of corporate communication, Netjets.

Indeed, for these two companies, there
couldn’thave been a better time than now to
enter India.

In August, aviation regulator Directorate
General of Civil Aviation (DGCA) barred In-
dian companies that offer private jets on
charter from flying abroad to comply witha
safety audit by the UN’s International Civil
Aviation Organization (ICAQO). Under the
new standards laid down by ICAO, every
non-scheduled operator (private jet and
helicopter companies) in India must apply
afresh with the DGCA and have their opera-
tions reviewed.
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Expectedly, Rohit Kapur, president of
Business Aircraft Operators Association
(BAOA), the umbrella body representing
private jet owners in India, does not share
the exuberance of Flohr. Kapur is upset that
the DGCA has thrown a 256-page document
at the private jet industry in India and is
“sitting on applications”. “It will take at
least six months before every operator can
fly abroad again because of the DGCA's staff
crunch,” he says.

Meanwhile, foreign competitors like
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NetJets and Vistajet are laughing all the way
to the bank, according to Kapur. “No Indian
company will ignore a $100-million business
abroad,” he says.

Indian private jet owners lament that the
latest setback is illustrative of the perennial
obstacles that have plagued the industry.

Business aviation in India took off in ear-
nest in 2002-03 and peaked in 2006, un-
derscoring the profound shifts taking
place in the economy. A new generation of
business leaders who began to acquire as-
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sets abroad realised they could use private
jets as a tool for growth. The number of
private aircraft (including helicopters) in-
creased 19% in 2005 and peaked to 26% in
2006, according to BAOA.

Fitsand Starts

- But purchases dropped amid a recession.

Soon after, the government imposed an im-
port duty of 25% on aircraft purchases. The
global financial crisis intensified in late 2008
and some companies caught the govern-
ment’s attention for evasion of import duty
on aircraft. Purchases almost came to a
standstill. Growth in the number of jets fell
to 10% between 2009 and 2010 and is now
launguishing in single digits.

Given this bleak backdrop, the DGCA order
couldn't have been more ill-timed. The slow-
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It shouldn’t be. Frequent fliers, as we
know, approach airports with a sense of
trepidation because of the utter chaos — de-
lays, cancellations and queues. Boarding a
plane itself is sheer punishment due to the
transformation of terminals into high secu-
rity zones: there is no avoiding body scan-
ners, pat-downs and checks.

Normally, the private jet industry should
be drooling at this opportunity. The well-
heeled, who are accustomed to flying first-
class or business class, would not mind pay-
ingextrato avoid the commotion at airports.
Private jets are known to use separate termi-
nals that are less congested, enabling pas-
sengers to be whisked away to waiting cars.

But this is not the case with India. The In-
dian private jet industry has long been hob-
bled by high taxes on jet fuel, exorbitant
charges at airports, poor infrastructure and
wobbly regulations, including time-consum-
ing procedures for acquisition, import and
operation of aircraft.

Gautam Singhania, chairman of Raymond
Ltd, says hisjetis often parked in Ahmedabad
or Nagpur due to lack of space at the Mumbai
airport. When Singhania, one of the earliest
owners ofa private jet in India, visits Goa, he
sends back his aircraft to Mumbai or Nagpur
because the airport has no parking base.
“The problem has been there for 10 years.”

Kapur offers this example to illustrate the
lack of infrastructure. It will take a tycoon
who stays in Delhi’s tony Aurangzeb Road
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Business Model ;

VistaJlet allocates different types of aircraft
depending on a customer's flight pattern and
needs. Charges only for flying hours, called

wheels up to wheels down in industry parlance.

37, owns and operates largest privately owned
Bombardier business aircraft fleet. Placed order
for 56 new Bombardier Global aircraft last November

;10-!7.9” an hour, depending on size of aircraft

Thomas Flohr, founder, VistaJet

nearly three hours to reach a destination in
Agra by his own aircraft — 30 minutes to
drive to the Delhi airport, a one-hour waiting
period before takeoff, 45 minutes to land in
Agra, and another 30 minutes to drive out of
the airport into town. This businessman will
reach Agra in the same time, or even before,
if he rides his Rolls Royce, thanks to the Ya-
muna Expressway, says Kapur.

Frustrating Period

Understandably, private jet owners are frus-
trated, even resigned, to the mess. The
somber mood is reflected in the fleet num-
bers. India may be home to the second-larg-
est business jet fleet in the Asia-Pacific, but
the number of such aircraft and their owners
has remained constant at 645 and 165 for
nearly two years.

If one were to count only private jet fleetin
the country, it would be no more than 160,
the rest being helicopters and hot air bal-
loons, according to data by DGCA.

Compared with the US, these are teeny-
weeny figures. That country has 2,55,000
private jets operating from across 5,110 air-
ports, according to global consultancy PwC.

Alex Wilcox, CEO of JetSuite, a thriving pri-
vate jet company in California, says growth
in the US private jet industry accelerated in
the early 1960s after the introduction of the
JetStar and the SabreLiner and other busi-
ness jets because the cost of jet fuel was sub-
dued in the initial years. “India’s nascent in-
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Business Model
Restores worn-out jets

dustry faces high taxes, costs and tough reg-
ulation, and less robust infrastructure, sowe
can expect that the rate of growth will be
considerably lower than in the early daysin
the US industry,” he says.

That also explains why the number of pri-
vate jet users in India too has stayed exclu-
sive to a small club of affluent businessmen.
The list of such travellers, as one would ex-
pect, reads likea Who's Who of India Inc (see
TheJet-Set Club).

“But it is a small crowd considering the
size of India,” says Vinit Phatak, co-founder
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of Invision Air, a private jet charter company
based in Mumbai.

According to industry insiders, these en-
trepreneurs fly many hours in a short peri-

i od. They usually embark on relatively short

business trips of 2-4 days overseas. A typical
flight schedule: fly to the west coast and east
coast of Africa, stop in Europe, or go to Chi-
na or Russia or swing back by South East
Asiaand back.

Africa is the biggest market for many busi-
nessmen, including Sunil Mittal of Bharti Air-
tel, India’s biggest telecom operator, not

Customers, who do not wish to own an aircraft due to the
high costs and hassles of management, maintenance and
compliance of regulations, can become members of Baran
Eagle by paying 725 lakh to 22 crore. This deposit gets
consumed depending on the aircraft and flying hours

Fleet
9 dedicated jets and 18 shared aircraft, including copters

Charges
¥75,000 to 75 lakh an nour

Rajeev Wadhwa, CEOQ, Baron Eagle
Target Clients

only because of the poor air connectivity in
those countries but also because of the quan-
tum of assets acquired in recent years.

As it happens, most trips are on business.
“We haven't seen people flying to the Mal-
dives and going sunbathing,” says Flohr.

In India, jets are summoned to visit facto-
rieslocated in remote areas. A large chunk of
Invision’s regular customers — promoters of
300-400 crore companies — fly to their fac-
tories in Ahmedabad, Aurangabad, Bel-
gaum, Daman, Surat, Latur, and the like.
They average 50-100 hours a year.

Some ofthem also fly in jets from Mumbaito
attend meetingsin Delhi, despite thisbeing the
busiest route in Indian commercial aviation. A
few businessmen like Analjit Singh, founder
and chairman of Max India, have invested in
“time-share” style programmes, an arrange-
ment under which they book fixed hours of
flights on jets along with other such flyers.

These businessmen rely on private jets to
fly even within key overseas markets, Wilcox
says there are a number of wealthy Indians
who fly privately throughout the US.

Travel by jetsis not cheap by any measure.,
Flying on a Vistajet jet for example sets back
acustomer hyup to $17,000an hour depend-
ing on the size of the aircraft and duration of
usage. But as these aircraft can accommo-
date up to 20 passengers, members of the
management usually accompany entrepre-
neurs on these trips.

The slowdown has put paid to this prac-



tice. So the first set of executives to be
pushed back to the well, inconvenience, of
business class would be the vice-president
and then the president of a company. “Com-
panies are having a relook at the usage of pri-
vate aircraft because they are tightening
their belts,” says Kapur.

That may not be the only reason why pri-
vate jet travel is sluggish in India. Invision’s
Phatak says people are still reluctant to ac-
cept private jets as a utility although the
truth is they are. Their worry is that others,
including peers and authorities, will see pri-
vate jets in different light.

All the private jetowners and users that ET
Magazine approached were reluctant to part
with photographs of their jets,

Even so, it is not all gloom and doom for
the Indian private jet industry. Justin Fire-
stone, managing director, Firestone Man-
agement Group, a boutique private jet con-
sulting firm based in the US, says India is fi-
nally starting to realise the benefits of
business aviation and many companies in
the private jet industry want to gain a first
mover advantage. A great example of this is
VistaJet, he says.

New Players

A new Indian player too has emerged coincid-
ing with VistaJet’s entry into India. Mumbai-
based Baron Luxury and Lifestyles Private has
launched jet cards, sold at hourly increments
of flight time to individuals or businesses that
fly 50-150 hours a year and whose travel pat-
terns don't justify buying an aircraft.

Modelled on a few trade practices of
Netjets, Baron Eagle offers the flexibility to
use different types of planes depending on
the requirement of flyers thanks toits part-
nerships with private jet owners like Sing-
hania who want to generate income from
their aircraft when they are not usingit.

At least 75% of Indian private jet owners
have 1-2 aircraft, according to Rajeev Wad-
hwa, chairman and CEO, Baron Luxury and
Lifestyles. “And existing players don't have
the capacity to schedule flights consistent-
ly," he says.

Existing players like Invision Air have
been promoting themselves as offering rea-
sonable fares. Invision gives this example: it
typically costs a company about 245,000 to
fly last minute an employee in business
class from Mumbai to New Delhi. The char-
ter price on an Invision’s Embraer Phenom
100 jet for four employees would be only
23.5 lakh, or ¥87,500 an employee, Phatak
says, adding that the benefit is that flying
becomes private and efficient.

No one is saying private travel jet is cheap,
but that is not to suggest it is not affordable.
A25-hour jet card costs the same as a 3-series
BMW, a 50-hour card costs the same as 5-se-
ries BMW and a 100-hour card equals the
price of a 7-series BMW, according to Phatak.
“The BMW customer can easily afford to
travel for a year on ajet,” he says.

These prices may still seem outrageous to
the average traveller, but charter companies
have been relenting on fares to promote travel.
As an introductory offer, Invision is giving the
same priceas a last-minute business class fare.

Of course, private charter flying is not for
everybody. Bur Wadhwa says people assume
(wrongly) that only the Tatas, the Birlas and
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| uses a private jet

= Bharti Airtel, thanks to its acguisition of Zain Telecom's business in
Africa, now has interests across the continent. Senior executives have
* to visit each project occasionally

- Travelling commercial: Delhi-Lusaka

(Zambia) via Nairobi

« Starts from.Delhi on a commercial plane at midnight
and reaches Nairobi at 5:25 am

= Takes an 8-hour connecting flight from Nairobi at 9 am
to reach Lusaka late afternoon

= The entire day is wasted as the executive will have to ! ¥
catch up on sleep due to jet lag. Can only resume work 5 A
next mornineg. ==

= While returning, takes a midnight flight from Lusaka to
Nairobi. Reaches at 7 am

= Then takes a connecting flight from Nairobi at 10 am to
reach Delhi at 8 pm

= Finishes day's work in Delhi to catch a direct
flight from airport at midnight

» Flies 8% hours non-stop to Lusaka to reach
the city at 4:30 am (local time)

|+ With sound sleep on board, can check into
‘the hatel, relax and attend work in Lusaka

= Takes the same plane back at 8 pm to reach
Delhi early next morning

* « Can resume work the same day

(i

per

%1,50,000
The average

return fareona

business class

Z5 lakh
- Average fare per
- hour ona jet for
averseas travel

person
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the Ambanis can fly a private jet.

Charter companies say they see an uptick
in bookings and inquiries from first-time fly-
ers between October and February. Indeed,
a growing number of high net worth individ-
uals are travelling for work or business, ac-
cording to a recent survey of about 150 ultra
HNIs by Kotak Wealth and Crisil Research
(see Indian Ultra HNIS...).

And as more private jets are pushed into
the market, these companies say they will be
able to lower the price barrier further.

On Thursday, aircraft maker Beechcraft
Corporation said it has appointed a new
sales distributor for the country to promote
its range of piston-engine aircraft and King
Air turboprops across the country.

Richard Emery, Beechcraft president, Eu-
rope, Middle East, Africa and Asia Pacific,
saysthe appointment s part of the company’s
increased focus onthe Indian market, “one of
the most exciting countries for business avia-
tioninthe world”. India is already the second-
largest purchaser of King Airs in Asia Pacific,
with 21 turboprops having been delivered to
the country bétween 2008 and 2012.

Companies like Beechcraft would not be
too worried about a dip in sales. Despite the
continuing economic gloom, India has re-
corded the largest increase in its Ultra HNIs
($30 million and above, according to this
study) among BRICS nations in the past one
year, with 7,850 such people in the country,
saysanew report by Wealth-X, aglobal wealth
intelligence and prospecting company.

Firestone says business today is truly glob-
al. “With the rupee under pressure, Indian
companies have an opportunity to sell their
products to the rest of the world and private
aviation is the best way for India’s top busi-
ness executives to accomplish this mission.”

Bright Future

Fortuitously for the industry, it is not only
the Ambanis and Tatas who are flocking to
these aircraft. To cite an example, TS Ka-
layanaraman of Kalyan Jewellers purchased
a seven-seat Embraer Phenom 100 in, of all
places, Kerala. The private jet helps him su-
pervise his 30-0dd jewellery stores in Kera-
la, Tamil Nadu, Karnataka, Andhra Pradesh
and Puducherry.

“A private jet is not a luxury; it is a necessi-
ty,” he told ET in an earlier interview, refer-
ring to the poor air connectivity in India. Ka-
layanaraman had trouble reaching small
towns like Hubli, Belgaum or Tirupati. Travel
took days — one flight a day, a couple aweek or
noflightsatall - but now thanks to the jet, he
zips from Bangalore to Hubli in half an hour.

Even in government policy, charter com-
Ppanies see many positives. If it took seven
days for aircraft registered abroad to get
landing permits in India, it now takes only
three days. India has also conformed to an
international rule that mandates only air-
craft with more than 19 passengers to as-
semble cabin crew, dropping the earlier
9-passenger rule.

To the delight of charter companies, the
government has announced plans to build
new airports or modernise existing airports.

Invision’s Phatak says one by one, prob-
lems are being resolved and things are much
better than what they were two years ago. “I
definitely see things improving further.” m



