NACIL

MANAGEMENT DISCUSSION & ANALYSIS REPORT

1. ANALYSIS OF THE FINANCIAL/PHYSICAL PERFORMANCE

L REVENUE :
i) Total Revenue declined from Rs.152,520.4 million last year to Rs.134,793.8 million (reduction of Rs.17,726.6
million).
i) Operating Revenue for the year was Rs.132,245.2 million against previous year’s revenue of Rs.136,383.5

million (reduction of Rs.4,138.3 million).
iii) The reduction in the revenue was on account of

a) Decline in passenger seat factor from 63.8% to 59.5% due to global recession which affected travel
from and to India and fall in domestic travel. The LCCs (Low Cost Carriers) also made inroads into the
market share of the full service carriers leading to a severe dent in yields on the domestic sectors to
match competition.

b) Decline in cargo & freight revenue by Rs.104.4 million.

iv) Other revenue for the year decreased by Rs.957.3 million.
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Il EXPENDITURE :
i) The total expenditure incurred during the year was Rs.206,680.1 million as compared to the previous year’s
figure of Rs.185,501.3 million (an increase of Rs.21,178.9 million).
i) Operating Expenses went up by Rs.10,530 million mainly due to the following:

a) Increase in fuel expenditure by Rs.8,081.3 million.

b) Increase in aircraft hire charges by Rs.1,448 million.

C) Increase in depreciation expenses by Rs.4,642.3 million.

d) Increase in interest expenditure by Rs.9,592.0 million.

A Deferred tax asset of Rs.16,551.8 million has been created in 2008-09 as compared to the previous year’s figure of
Rs.10,845.3 million.

2. MEASURES TO IMPROVE PERFORMANCE
2.1 Synergies due to Merger :
< Route Rationalisation :

The merger of erstwhile Air India & Indian Airlines had witnessed a significant re-structuring of operations
between the networks of the two erstwhile airlines — since August 2007. As the first step towards route
rationalization, all overlapping operations between the two erstwhile airlines were streamlined except BOM/
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