8. AIR-INDIA LIMTED
8.1 I NTRODUCTI ON

8.1.1 Air India was established in 1953 under the Air
Corporations Act, 1953 to provide safe, efficient, adequate,
economical and properly co-ordinated international air
transport services.

8.1.2 The undertaking of Air India was transferred to and
vested in Ar India Limted, a public limted conpany
regi stered under the Conpanies Act, 1956 with effect from
1.3.94, after the Air Corporations (Transfer of Undertakings
and Repeal) Act, 1994 cane into effect. As on 31.03. 2000,
the Conpany has a total staff of 17,690 enployees in India
and abroad which excludes 168 people availing 2 years Leave
Wt hout Pay (LMP). It has a fleet of 23 aircraft. Air
India Linmited presently operates to destinations.

8.2 BOARD OF DI RECTORS
The existing Board of Directors is as under :-

AR I'NDI A LI M TED

1. *Shri Ravi ndra Gupt a, Part-time Chairmn
| AS (UP: 65) Secretary, Mnistry of Civil Aviation
2. Shri M P. Mascar enhas Managi ng Director, Air India Limted
3. Shri Sanat Kaul, Joint Secretary, Mnistry of Civi
| AS(UT: 71) Avi ation
4, Shri V. Subramani an, Joint Secretary & Financia

Advi sor, Mnistry of Civil Aviation

5. Shri D. V. Cupta Chairman, Airports Authority of
6. Shri N Vaghul Chairman, 1CIC
7. Shri Sunil Arora Chairman & Managi ng Director, |ndian
I AS( RAJ: 80) Airlines Limted
7 to 10 Four Functional Directors i nchar ge of
Fi nance, Comer ci al , Engi neeri ng and
Per sonnel , to be appoi nt ed on t he

recommendat i ons of the PESB

11 to 15 Five Non-official Directors to be nom nated
separately.

* Shri A.H  Jung was appointed as Part-Tinme Chairman
vi ce Shri Ravi ndr a Gupt a ef fective 07th
COct ober, 2000.



8.3 CAPI TAL:

8.3.1 The Authorised Capital of the Conpany is Rs.500.00
crores divided into 42,56, 36,820 Equity Shares of Rs.10/each
and 74, 36, 318 Redeemabl e Preference Shares of Rs.100/each

The total issued and paid-up share capital of the conpany as
on 31st March, 2000 is Rs.153.84 crores.

8.3.2 The Conpany's investnents in subsidiary Conpanies
are as under: -

a) Hot el Cor poration of Rs. 40. 60 crores
India Limted

b) Air India Charters Limted Rs. 05. 00 Lakhs

8.4 | NTERNAL RESOURCES PLOUGHED BACK | NTO BUSI NESS

8.4.1 As on March, 31, 2000, an amount of Rs.4128.73
crores has been pl oughed back into business.

8.5 FLEET

8.5.1 The fleet of the Conpany as on 30 Septenber, 2000
consists of the followi ng : -

Type of Aircraft Number

B747- 200 4
B747- 300( Conbi ) 2
B747- 400 6
A300- B4 3
A310- 300 8
Tot al 23

*includes 2 A310-300 and 1 B747-300 and 5th/6th
B747-400 aircraft taken on | ease.
8.6 PATTERN OF OPERATI ONS

8.6.1 The pattern of operations during 2000-2001 was as
foll ows: -

Rout es Sumer W nt er
2000 2000- 2001

I ndi a/ London/ New Yor k
I ndi a/ London/ Chi cago
I ndi a/ Paris

I ndi a/ Bangkok/ Tokyo

NWWwN
NWWwN



I ndi a/ Tokyo 2 2
I ndi a/ Hong Kong 3 3
I ndi a/ Hong Kong/ Csaka 2 2
I ndi a/ Si ngapor e 10 10
I ndi a/ Si ngapor e/ Jakarta 3 -3
I ndi a/ Kual a Lanpur/ Si ngapore 3 -3
I ndi a/ Gul f 61 _ -61
I ndi a/ Nai r obi / Dar - es- Sal | am 2 -2

8.6.2 In addition, the Conpany has also Co-operative
Arrangenents with foreign airlines for Joint Operations
and Code Share services using foreign airlines aircraft
to several foreign destinations as foll ows:

TO W TH

Los Angel es Si ngapore Airlines
London Virgin Atlantic
Copenhagen Scandi navi an Airlines
Vi enna Austrian Airlines
Zurich Swi ssai r

Lagos Bell View Airlines
Dubai Enirates

Kuwai t Kuwai t Ai rways
Mauritius Air Mauritius
Seoul / Los Angl es/ Asi ana Airlines
San Franci sco/ Seatl e

Anst er dam Geneva/ Air France
Frankfurt/ Pari s/ Gulf Air

Berl i n/ Muscat
Abu Dhabi / Dubai / Muscat I ndian Airlines
Moscow Aer of | ot

8.7 HAJ OPERATI ONS:

8.7.1 Air India airlifted 71924 Haj pilgrims during Haj
2000 from various gateway points in India to Jeddah and
back from 21.02.2000 to 22.04.2000. 1In addition to this,
four WIP operations were al so undertaken.

8.8 FI NANCI AL RESULTS:
8.8.1 The results of the conpany for the peri od

April/Sept., 2000 (Provisional) and together with results
of the conpany for the year 1999-2000 are given below : _



(Rs. in Crores)

April/ Sept. 1999- 2000 1998-99

2000

(Provisional)
Operati ng Revenue 2288. 21 4448. 05 4135. 26
Operati ng Expenses 2316. 48 4372. 00 4139. 84
Operating Profit/(Loss) (28. 27) 76. 05 (4.58)
Total Revenue 2418. 44 4716. 97 4236.72
Total Expenses 2441. 55 4754. 80 4411. 20
Net Profit/(Loss) (23.11) (37.63) (174. 48)
8.9 PHYSI CAL PARAMETERS

April - Sept. 1999- 2000 1998- 99
2000( Prov.)

Avai |l abl e Tonne Kns. (M 11)1114.5 2238. 3 2394. 3
Revenue Tonne Kns. (M I 1) 753. 2 1456.5 1473.6
Passenger Kns. (M I 1) 6088. 3 11587.0 11709/ 0
Passenger Load Factor (% 73.6 70.3 66.9
Avai l able Seat Knms. (M 11) 8243.9 16485. 8 17496. 6
Overall Load Factor (% 67.6 65.1 61.5
No. of passengers Carried(MIIl) 1.67 3.35 3.17
Aircraft utilisation (Hrs.) 3263 2921 3092
On tinme performance(% 84. 84

8.10 FOREI GN EXCHANGE EARNED/ SAVED

8.10.1 The foreign exchange earned/ saved by the conpany
for the financial year 1999-2000 was Rs. 1363.96 Crores.

8.11 STEPS TAKEN TO | MPROVE FI NANCI AL PGSI TI ON OF AIR
I NDI A

8.11.1 Disinvesting Governnment's equity in the Air India
Limted through a process of disinvestnent by sale of 40%
equity to a strategic partner, upto 10%to enpl oyees and
t he bal ance by sale to financial institutions and/or on
t he share market.

8.12. MEASURES | NI TI ATED BY THE COVPANY TO BRI NG ABOUT
A TURN- AROUND I N I TS PROFI TABI LITY : -

8.12.1 The year 1999-2000 was an eventful year for Air
India as the Conpany for the first time time in five
years turned around its hitherto |oss nmeking financia
performance and registered an Operating Profits of Rs.
76.05 <crores as against the Operating Loss of Rs.4.58



crores in 1998/99. The fol |l owi ng nmeasur es wer e
undertaken during 1999-2000 to return to profitability:-

8.12.2 REVENUE MEASURES:

Various nmeasures were initiated during 1999/ 2000
in order to bring a turn around in the Conpany's
per f or mance. These measures nmminly focussed on a
reduction of the cost platform and the enhancenent of
revenue The neasures were: -

- A programme of route rationalisation was
i ntroduced to optimn se revenue i nvol vi ng
curtailnment of flights on marginal and |oss
making routes and the redeploynent of this
capacity to profit making routes;

- Secondary market were served by Joint Ventures
and Code Share arrangenents on 11 destinati ons;

- Enphasis was laid on route profitability by which
stations generati ng hi gher yi el ds got
preferential allocation of seats;

- A  two-class configuration of Executive and
Econony Cl ass was adopted on the B747-200 and
B747-300 aircraft. More econony class seats were
added on these and also B747-400 aircraft
increasing overall seat capacity wthout any
expansion in fleet size;

- Introduction of nore rigorous space managenent
techniques in order to optimse revenues;

- Allocation of Cargo space based on higher revenue
cargo uplifts and a preference for cargo carriage
to on-line stations to reduce revenue |osses
t hrough interlining;

- Strengthening Yield I nprovenent Programme;

- An  Automated Revenue Managenent System ARMS) for
which a prelimnary agreenent has been signed
with a vendor;

- Three surplus aircraft as well as five spare
engi nes were di sposed of at the cost of US$4.109
MIlion (INR 18.49 crores) and Us$1. 20
MI1llion(INR 5.40 crores) respectively.

- Two residential properties at Sydney were also
di sposed in Muy,2000 at a price of (INR 1.14
crores and (INR 1.78 crores) respectively.

- Efforts are also being made to dispose of
properties at Nerul and Turbine at Navi Minbai
and at Gurgaon outside Del hi.



8.12.3 COST MEASURES:
Avi ati on Turbine Fuel Cost (ATF)

- Air India's ATF constitutes 15% of its total cost

pl atform The profitability of t he conpany is
significantly inpacted by the novenent in fuel prices.
Currently, they uplifts 42%of its ATF requirenments in
India and the remaining 58% abroad. Econom c tankering
has brought down the level of wuplifts in India since
Indian ATF prices are significantly higher than the
i nternational ATF prices by an average of 35% to 40%
This difference in the ATF prices adds significantly to
Air India' s fuel bill. In addition to this, Al is
required to pay Sales tax at various points of ATF uplift
in India which cost the Conpany increnentally of Rs.72
crores. This Sales Tax is not pai d by ot her
international carriers and foregoing factors place Air
India in a conmpetitively di sadvant ageous position
vis-a-vis other foreign airlines operating to India. The
matter of exenpting Air India fromthe paynment of Sales
Tax is under active consideration of the Mnistry of
Civil Aviation.

8.12.4 STAFF COST:
Staff costs constitutes nearly 19% of Air India's

total cost. The following efforts were made to reduce
the staff cost:

Freezing of ext er nal recruitnent in
non- operati onal categories;

- Freezing of vacancies and abolition 781 vacant
post s;

- Reduction in staff strength in India through a
rolling back of the retirement age from60 to 58
years;

- I nplenentation of Schenmes such as Shorter Working
Week( SWN and Leave W thout Pay(LWP);

- Redepl oynment of staff from non-operational to
operational areas;

- Reduction in temporary postings and duty tours
abr oad;

- Retrenchrment of staff at foreign stations through
Vol untary Retirenment Schenes.

8.12.5 Oher renedial costs neasures taken to inprove
operating results include: -

- Focus on <cost reduction and rationalisation of



costs in mpjor areas of Conpany's functioning;

cl osi ng down uneconom cal offices and the down
sizing of foreign offices;

Mor e economi cal hotel accommodation for operating
and Cabin crew

I ntroduction of neasures of all stations in India
and abroad to curtail use of hotels for staff on
duty tours by encouraging themto return to the
base the sane day;

A cut of 10% in daily outstation allowance
payable at all foreign stations and 25% at | ndian
stations;

Reducti on of neal wastage and the rationalisation
of catering on board;

Curtail nent of Cash Publicity Budget;

Curtail nent of overtine, tenporary posting and a
substantial reduction in costs in respect of
control |l abl e heads viz. Communication, Printing
and Stationery, CGeneral Charges etc;

Qut sourcing of staff transport and redepl oynent
of drivers to operational areas.

.12. 6 PRODUCT DEVELOPMENT,;

New Uni form were introduced for Air Hostesses
ef fective 15 August, 2000.

Spiritual Misic has been introduced in t he
In-flight Audio.

New  Menu Car ds have been desi gned for
i ntroduction in Jan. 2001.

Onam Festival was celebrated on Al's flight on
Keral a/ Gul f and back sectors.

"Custonmer Care and Information System a new
Section has been set wup in the Flight Service
Department to allow for a better passenger
service on Board by transmitting advance specia
handl i ng nmessages over the network

A new concept of customised in-flight service
i ntroduced in Aug, 99 enabl es passengers to
i ndicate their specific food preferences from a
wi de array of choices offered on Internet;

I ntroduction of regional <cuisine on flights
originating from certain parts of India thus



catering to regional taste and preference;

Reduction in <check-in time and inprovenent in
on-time performnce;

- Inprovenent in the Conput eri sed Reservati on
System

Upgr adati on of First and Class & Executive
Lounges at Munbai Airport

| mprovenent in passenger handling at Airports and
al so Reduction in baggage delivery tine;

- A sub-system ULD Control Message for Unit Load
Device control was devel oped i n-house and
i mpl enmented to nonitor the novenent of container
and pallets on Air India flights.

- An "Auto Time Linmt Cancellation" has been
devel oped to cancel seats which have not been
ticketed so that seats are recycled thereby
enhanci ng seat inventory, inproving utilisation
and i ncreasing revenues;

- Phase Il of automatic data collection of
passenger final sales for No Show, Go Show,
Revenue Load etc. as received from ARTICA

Departure Control System has since been devel oped
and i s being inplenented.

8.13 SYNERGY W TH | NDI AN Al RLI NES:

8.13.1 In keeping with global developnments and to
maxi m se the wutilisation of +the resources of both
Airlines, Air India and Indian Airlines have established
and/ or enhanced co-operation in the follow ng areas: -

A Joint Frequent Flyer Programme entitled "Flying
Ret urns" has been internationalised and | aunched
in the Gulf and M ddl e East;

- Hub and Spoke flights and Code share flights to
extend market reach and seam ess travel to
foreign destinations from interior points in
I ndia and vice versa

- Joint Conmput eri sed Reservation System naned
SI TAR;

- Joint Venture flights to Gulf from Kozhi kode.
- Appoi ntnents of common GSAs;

- Synergy created by rationalisation of routes,
fares, space acconmodat i on, adverti sing,



mar keti ng and pronotional activities.

.14 MARKETI NG | NI Tl ATI VES:

Numerous initiatives have been taken place on the
Flying Returns, Frequent Flyer Programmes, the
Maharaj ah Cl ub and Leadi ng Edge Cl ub recognition
progr anme.

Enhanced the effectiveness of the distribution
network by increasing the nunber of agent
connected to SITAR;

A system has been set up wth Route Managers
nonitoring the performance and advance booki ng of
various routes and suggesti ng tactica
initiatives;

Providing the reservation facility on fax.

Providing interactive access to the Air India
Reservations System through Internet with an
eventual upgrade to e-Conmerce

Provi di ng ef ficient assi sted inter-term na
transfer.

A flexible pricing policy has been established to
nmeet the chall enge of inproving market share, the
fares m x as also the yield in each cl asses.

I ncreasi ng market penetration through focussing
on corporate houses, incentives travel groups,
out bound package tours and students;

Air India has devised new pronotional packages
for First and Executive Cl ass passengers who can
| ook forward to all expenses paid holiday package
for two to destination in India and Abroad. The

schene provi des for air tickets, hot el
accommuodat i on with br eakf ast and ai rport
transfers.

.15 FUTURE PLANS

Invite First and Executive Class passengers to
participate in the forthcom ng Food Presentation,
prior to nenu change;

Pl an to observe Custoner Care week in the
begi nni ng of 2001;

I ntroduction of groom ng checks for Cabin Crew
Greater efforts to reduce distribution costs and
Augnment revenue;



- Reviewi ng rel evance of GSAs wr.t. today' s
gl obal alliances;

- Market tie-ups inter-carrier agreenments such as
code share etc.

- to cater to Haj traffic demand, Al is planning to
re-route 33 flights in each Phase-1 and Phase-|

to Jeddah.

- Keepi ng check and cont rol on repetitive
conplaints and radically inproving passengers
servi ce.

8.16 OFFI Cl AL LANGUAGE

8.16.1 To i mpl enent  the various provisions of the
O ficial Languages Act and Rules, Air India |ike other
Gover nnent Undertakings and Mnistries have adopted
follow ng three point programe: -

1. Tr ai ni ng
2. Transl ation
3. | mpl enent ati on

8.16.2 For proper and effective inplementation of the

above, Hi ndi Section has been established in the
Headquarters and an Official Language |nplenmentation
Committee has been set up at the Corporate Level. In
terms of the Presidential Order, the Hindi Section has
been conducting In-service Training in Hndi, Hind

Typewriting and Hi ndi Wrkshops for the officers/staff of
Air | ndia.

8.17 POLLUTI ON CONTROL MEASURES

8.17.1 The disposal of garbage/refuse <collection is
organised on regular basis with a view to avoiding
pollution problens. Vehicles are sent to the Transport
Section for regular preventive maintenance and regul ar
PUC checks. In addition, anti - smoki ng si gns are
displayed in all the offices to discourage staff and
visitors from snoking.

8.18 WOMEN' S W\ELFARE
8.18.1 A Winren's Cell has been functioning at Munbai

and Del hi from Septenmber 1, 1993 in accordance wth
Gover nent gui del i nes.



8.19 | NDUSTRI AL RELATI ONS

8.19.1 The Industrial Relations situation for the period
under review was encouraging. There was a mar ked
i mprovenent in the general attitude of the enployees with
conpl ete co-operation in the working of the Conpany.

8.20 TRAI NI NG PROGRAMVE
8.20.1 The Conpany has been inparting training in

various fields depending upon the need to technical and
general categories of officers/staff.



