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PREFACE 

This Performance Audit Report has been prepared under the provismns of 
Article 151 of the Constitution. The audit has been carried out in accordance with 
the Performance Audit Guidelines and the Regulations on Audit and Accounts, 
2007 of the Comptroller and Auditor General of India. 

This Report contains the results of the Performance Audit on the "Turnaround 
Plan (TAP) and Financial Restructuring Plan (FRP) of Air India Limited". The 
Audit covered the period from 2010-11 to 2015-16. The Report is based on the 
scrutiny of documents pertaining to the Ministry of Civil Aviation (MoCA), 
Director General of Civil Aviation (DGCA), Air India Limited etc. The Report 
has been prepared for submission to the President of India under Article 151 of 
the Constitution and is in furtherance to Report No. 18 of 2011-12, which covered 
the Performance of Civil A via ti on of India. 

The Turnaround Plan and Financial Restructuring Plan of AIL was approved by 
Government of India in April 2012. Several of the turnaround measures were to 
be completed by March 2015. Government bad committed to infuse equity of 
~42182 crore during the period from 2011-12 to 2031-32. It is in this context that 
the audit of TAP and FRP was taken up for review in audit. 

The audit revealed erosion of the benefits of financial restructuring due to high 
volume of short term loans of AIL, shortfall in equity releases in the initial years 
and shortfall in monetisation of assets. AIL faced an acute shortage of narrow 
body aircraft, requiring expeditious leasing of additional aircraft. Operational 
performance of AIL relating to utilisation of aircraft, on-time-performance has to 
improve to achieve the targets in TAP. While AIL has achieved surplus over its 
variable cost and all services recovered their fuel costs, this could be attributed 
largely to the sharp fall in Air Turbine Fuel prices. The Company is yet to 
recover its total cost of operation. Improvements in human resource management 
and integration of IT systems are required for successful implementation of TAP. 
While granting bilateral rights to foreign carriers government should also take 
into consideration its impact on AIL. 

Audit wishes to acknowledge the co-operation and assistance extended by the 
officers and Staff of MoCA, DGCA and AIL during the Performance Audit. 









Executive Summary 

Background 

Air India Limited (AIL), wholly owned by the Government of India (Gol), i engaged in 

Domestic as well a international air transport operation . The unfavorable industry scenario 
coupled with operational difficulties of the Company strained the financial position of Air 

India Limited. The high debt burden of the Company further contributed to liquidi ty stress 
and the Company lo t significant market share in recent years. 

The Company formulated a comprehensive Turnaround Plan (TAP) which was approved by 

the Cabinet Committee on Economic Affairs (12 April 2012). This Report examines the 
implementation of the Turnaround Plan. Report No. 18 of 2011 of the C&AG of India, had 
reviewed the Performance of Civil Aviation in India. 

Financial Restructuring · ... · 

Turnaround Plan/Financial Re trucluring Plan (FRP) of AIL included infusion of equity of 
~42 1 82 crore over the period from 2011-12 to 203 1-32, re tructuring of working capital of 

~22 157 crore, earning of revenue of ~5000 crore over ten years from 20 12-13 to 2021-22 
through monetisation of assets. The Company was expected to earn positive Earning before 
Interest Taxes Depreciation and Amortisation (EBITDA) from Financial Year (FY) 2012-13 
and cash urplus from FY 2017-18. 

AIL sold five B-777-200 Long Range (LR) aircraft duri ng the period from 2013 to 2015. The 

ale proceed were util ised to liquidate the outstanding Joan amounting to ~ 1804.96 crore. 

However, the equity commi tment towards repayment of aircraft loans (during 2014-15) had 
not been adjusted to account for premature liquidation of aircraft loan taken for five aircraft. 

(Para 3.3.1) 

Equity commitment for Non-convertible debentures wa worked out con idering the intere t 
rate at 9.50 percent. However the actual rate of interest payable was 9.08 percent. 

Considering thi s difference in rates, the equity sanctioned by Gol wa higher by ~52 1.53 

crore over the entire repayment period (up to 2032). 
(Para 3.3.2) 

The working capi tal requirement of AIL exceeded the FRP limit which re ulted in availing of 

additional sho11 term loans. This increase in working capital requirements and consequent 
increase in short term loans wa due to failure in generating projected revenue, mainly on 
account of non-achievement of asset monetisation target, increase in staff costs due to delay 
in operationalisation of subsidiaries and non-implementation of recommendations of Justice 
Dharmadhikari Committee (JDC), for harmonisation of wages and increase in interest 

charges. 
(Para 3.4. 1) 

Lil 
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Monetisation of Assets 

AIL failed to achieve the target mainly due to improper selection of propertie not ba ed on 

actual feasibility of monetisation. 

Four propertie viz. Plot at Va ant Vihar, Delhi , Plot in Nerul, Navi Mumbai , Building at 

Old Airport-Mumbai & Land at Baba Kharak Singh Marg, Delhi Ii ted in the TAP could not 

be monetised due to various deficiencies in owner hip and conditions attached to the 

ownership. Further, four properties identified in TAP for monetisation could not be 

moneti ed as the same were being util ized by the company for its own use. 

(Para 3.5.1 and 3.5.2) 

108 properties were given for valuation to Ml DTZ, out of which mo t of the properties had 

been given on lease by State Govt. I Airport Authority of India (AAI) I Govt. Agencies for 

specific purpose. Further, 18 prope1ties did not have clear title. Hence, monetisation of the e 

properties was uncertain. Only ix properties had been put up fore-auction, out of which only 

two propertie were sold till date. 

(Para 3.5.3.l and 3.5.3.3) 

Due to non-achievement of yearly monetisation target of ~500 crore, there was additional 

interest and debt burden on the Company. 

(Para 3.5.4) 

Availability of Aircraft 

AIL executed purcha e agreement with Mis. Boeing and Mis. GE for upply of fifty aircraft. 

Delivery of the e aircraft started in 2007. 

A month after the last B-777-200 LR aircraft was delivered to AIL, the company decided to 

lea e out three B-777-200 LR aircraft as surplus capacity of wide body aircraft was likely 

after receipt of B-777-300 ER. This did not however materialise and led to operational los es 

of the airline. With the decision to utili e B-777-300 ER with re-despatch method for long 

haul operation, the B-777-200 LR aircraft, which were initially procured for Jong haul 
operation, were rendered redundant. 

(Para 4.2. J) 

Five B-777-200 LR aircraft were old to Etihad Airway at significantly lower price than the 

indicative market price of USO 86 to 92 million per aircraft obtained by the company before 

initiating the ale proce s. Another valuation exerci e was carried out after opening the 

financial bids and the market value of the aircraft could not be reali ed in the sale. AIL 

incurred a book loss of ~671 .07 crore on the sale of five aircraft and payment of 

~324.67 crore towards interest on loans availed for procurement of these ai rcraft. 

(Para 4.2.2 and 4.2.3) 

Delay in induction of the B-787-800 aircraft led to AIL operating exi ting inefficient aircraft 

on the route earmarked for B-787-800 aircraft. AIL lodged an initial claim of USD 710 
million against which the company received onl y USO 328 million for compensation from 
Mis Boeing. 

(Para 4.2.6) 

iv 
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The Company, though aware of the shortage of narrow body aircraft as early as May 2010, 
delayed leasing of A-320 aircraft. This resulted in non-availability of aircraft as 

targeted. Against the requirement of 19 aircraft, the Company inducted only five aircraft till 
March 2016. 

(Para 4.3 and 4.3.1) 

Deployment and utilisation of Aircraft 

Deployment of aircraft remained low as they were grounded for considerable period. The 
main cause of grounding of AIL aircraft was non-availability of spares, leading to 
cannibalisation of spares from one aircraft to another, compounding the grounding period and 
loss of flying hours. In case of some aircraft, the initial provisioning of spares was lower 

compared to that recommended by manufacturers/ suppliers. Orders for spares were placed 
only as and when the need arose. There was excess grounding due to delay in completion of 

regular scheduled checks. Further, there were instances of prolonged grounding exceeding six 
months where the aircraft were cannibalised. For the period the aircraft was grounded, the 
Company continued to pay finance charges and lease rent. 

(Para 5.1 and 5.2) 

Six B-787-800 aircraft bad to be grounded soon after induction for over four months on 
account of reported malfunctioning of Lithium-ion-Battery. The purchase agreement did not 

contain any provision for levying penalty on the manufacturer in case of inherent technical 
fault. In the absence of specific provision in the agreement, AIL failed to recover claim of 
USD 50 million, preferred on Mis Boeing in full. As against AIL's claim Mis. Boeing agreed 
to pay USD 24 million in cash and USD 3.4 million towards waiver of late fee on AIL's 
spare account. In the meanwhile, AIL incurred substantial expenditure due to unplanned 
grounding on account of mechanical defect in the aircraft which was a design deficiency 
attributable to Mis Boeing. Further, the Dreamliner (B787-800) which had been identified as 
the workhorse of AIL suffered continuous technical snags since its introduction in AILs fleet. 

(Para 5.2.2.1 and 5.2.2.2) 

TAP had set targets for utilisation of aircraft in terms of hours to be flown. The utilisation of 
the aircraft were, however, below the target in TAP. The aircraft were grounded for 
prolonged periods leading to low utilisation. The Avai lable Seat Kilometer (ASKM) of the 
newly acquired B-777-200 LR, B-777-300 ER and B-787-800 aircraft had been lower than 
the targets fixed for the period from 2010 to 2016. 

(Para 5.3) 

The empty weight of the B-787-800 aircraft was observed to be higher than the prescribed 
weight by ten tons. The increased weight of the aircraft would result in additional fuel 
consumption. Mis Boeing however, admitted that performance of B-787-800 aircraft had 
been below what has been promised and AIL would be compensated by providing suitable 
discount in future delivery of three B-777-300 ER aircraft. The procurement contract did not 
have adequate safeguards to enforce compensation and as such the company had to resort to 
negotiation. Mis Boeing refused to negotiate the ceiling on compensation but offered 

negotiation in good faith. 
(Para 5.3.1) 
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The Company could not achieve the TAP targets for utilisation of avai lable fleet in respect of 

narrow body aircraft. 
(Para 5.5.2 and 5.5.3) 

Aircraft grounded for routine check remained grounded for prolonged periods owing to non­

availability of components, serviceable engines and other parts which led to cannibalisation 

of parts. 
(Para 5.4.2, 5.4.3, 5.4.4 and 5.4.5) 

Considerable delays in operationalising the CFM engine facility Jed to engines being sent 

abroad for repair and maintenance. 
(Para 5.4.5. l ) 

Inefficiency of maintenance of aircraft also resulted in compensations that the airline had to 

pay to lessors for non-fulfilment of re-delivery conditions of the aircraft. 

(Para 5.4.5.3) 

Management of bilateral agreements and slot management 

Enhancement in bilateral entitlement between India and foreign countries resulted in seat 

capacity allowed in the bilateral far exceeding the genuine passenger traffic requirements 

between two destinations leading to its use for 6th freedom traffic by foreign airlines 

impacting the interest of AIL. Enhancement of bilateral entitlements had greater impact on 

operations in gulf sector particularly Dubai and Abu Dhabi. 

(Para 6.1) 

Enhancements in bilateral entitlements between India and foreign countries had resulted in 

seat capacity allowed in the bilateral agreements significantly exceeding the "point-to-point" 

passenger traffic requirements between the two destinations. The sixth freedom traffic carried 

by the 17 foreign airlines continued to significantly exceed the point-to-point traffic between 

the countries during the years 2014-15 and 2015-16. During 2014-15, 6th freedom 

traffic constituted 59.15 percent of the total carriage. This increased to 61.14 percent during 

2015-16 

(Para 6.1.1) 

AIL had been granted 5th freedom rights in a majority of the bilateral agreements. Out of the 

50 MoUs reviewed, Audit noticed that designated carriers of India had clear 

intermediate/beyond 5th freedom rights in 28 agreements. In 41 out of 50 countries reviewed, 

AIL had the option of utilising 5th freedom rights. However, Audit observed limited 

utilisation of 5th freedom rights by AIL 

(Para 6.1.3.1) 

AIL had utilised 100 percent of the allocated capacity of bilateral entitlements vis-a-vis 13 

countries. Yet the company made no efforts to enhance these allocations or to provide for 

future enhancements in capacity, despite increase in fleet size following procurement of 

aircraft. In India-Oman sector and in India-Qatar sector MoCA withdrew seats allocated to 

AIL and transferred it to Indigo airlines, due to non-utili sation of allocated seats by AIL. 

(Para 6.1.3.2) 
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Network and Route Strategy 

AIL was able to operate only a single hub at Delhi as against the envisaged hubs at Delhi and 

Mumbai, even after four years of approval of TAP. All.... had also moved away from the TAP 

strategy of launching of 'Indian Shuttle Service' to utilise all economy narrow body aircraft 

to target new passenger segment and taken a conscious decision to adopt hybrid model of 
Full service carrier and Low cost carrier. 

(Para 7 .1 and 7 .2) 

While the Company envisioned re-emergence of Air India as the market leader in Indian 

aviation sector by providing seamless travel within India and the world with the introduction 

of appropriate network model, the Company failed to utilise its available resources optimally, 

particularly for the narrow body fleet of A-319 and A-321. 

(Para 7.3) 

All international services and domestic services of All.... recovered their fuel cost during 2012-

13 and 2014-15 respectively. All.... achieved surplus over variable cost in 2012-13. This 

surplus over variable cost increased from ~686 crore in 2012-13 to ~4103 crore in 2015-16. All_, 
however failed to generate surplus to meet the total cost, the deficit over total cost being ~5514 crore 

in 2015-16. Operations in International sector was the major contributor to the overall deficit. 
(Para7.4) 

Human Resource Management Initiatives 

Milestones that AIL had to achieve for release of equity included ceasing of payment of 

Productivity Linked Incentive (PLD till the achievement of Profit Before Tax by All.... and 

working out VRS package by December 2011. Report of Group of Officers, approved by 

CCEA, also included need for rationalising of costs, trimming of management and employee 

groups to drive the productivity of airline. 

Despite direction of CCEA to stop payment of PLI till the time AIL could generate profit 

before tax, All.... made payment of V34 crore being 75 percent of PLI to the employees as 

adhoc pay. Further, one step-up benefit given to the Aircraft Maintenance Engineers and 

Technical Officers in contravention of the recommendation of JDC report resulted in annual 

expenditure of ~13.92 crore. 
(Para 8.1.A and 8.2.1) 

In contravention of the recommendation of JDC report, AIL approved promotion of 2482 

managerial employees, allowed accommodation of crew in five star hotels leading to excess 

expenditure and extended free passage to family members. 
(Para 8.2.2 to 8.2.4) 

AIL had excess manpower compared to the approved standard force. However AIL hired 

consultants, temporary and casual employees, etc. which added to staff expenses. 
(Para 8.3) 

The crew of AIL has not been optimally utilised which resulted in additional payment of 

~48.89 crore. The existing Cabin crew were also underutilised. 

(Para 8.5 and 8.5.1) 
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Hiving off of Maintenance Repair and Overhaul and ground handling business to 
subsidiaries 

TAP envisaged the hiving off activities of Maintenance Repair & Overhaul (MRO) services 

and Ground Handling services to subsidiaries by January 2012. 

Hiving off activities of MRO to Air India Engineering Services Limited (AIESL) and Ground 

Handling to Air India Air Transport Services (AIA TSL) were achieved only on 1 January 

2015 and 1 April 2014 respectively, after considerable delay. 
(Para 9.1) 

AIL inaccurately reported to the Oversight Committee (August 2013) that employees of AIL 

performing ground handling activities had been transferred to AIATSL, even though, all staff 

continued to be on the rolls of AIL with actual transfer of payrolls for AIA TSL taking place 

w.e.f. April 2014. Similarly AIL informed (August 2014), that both AIESL and AIATSL had 

been operationalised by February 2013 even though, AIATSL could be operationalised only 

by April 2014 and AIESL by January 2015. 
(Para 9.2) 

AIL was to provide a total equity of ~375 crore to AIESL during the first three years 

commencing from the date of operationalisation of AIESL. Likewise, AIA TSL was to be 

provided an equity of ~393 crore, of which n5o crore was to be infused in the first year. 

However, AIL did not infuse this equity towards capital expenditure in AIESL and AIA TSL 

(March 2016). 

(Para 9.3) 

Mis Boeing had committed to invest upto USD 100 million for establishing and operating a 

facility in India dedicated to provide maintenance and logistics services as a part of the 

purchase agreement signed in December 2005. As per the original agreement, the MRO 

facility was to be operational by August 2009. However the facility was completed only in 

January 2014 and operationalised in August 2015. 
(Para 9.4) 

Consequent to the purchase of new Boeing aircraft fitted with GE engines, AIL decided to set 

up GE branded GEnx and GE 90 overhaul facility at Nagpur. The facility was to be 

operational by 2013. The facility was still under construction and was expected to be fully 

operationalised only by December 2017. Due to delay in completion of overhaul facility, AIL 

had to pay higher amounts to GE for engine overhaul services. The avoidable amount 

incurred by AIL over January 2013 to March 2016 on this account was~ 64.75 crore. 

(Para 9.4) 

Integration of IT Systems 

TAP had envisaged integration of Central Planning and Control System (CPCS) and Flight 

Planning System (FPS) with the existing Passenger Service System (PSS) and RAMCO 

Systems. The CPCS, comprising Network Planning and Control System (NP&S), System for 

Operations and Hub Control (HCC-OCC) and Crew Management System (CMS) were to be 

procured and implemented before Commonwealth Games beginning in October 2010. 
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AIL was not utilising three out of the five modules of NP&S (a component of CPCS) despite 
their implementation as early as in May 2010-July 2010 though, it was paying the monthly 

recurring System Usage and Support fee for these. AIL failed to arrange for vital input data 
and skilled man-power necessary for optimum utilisation of Profit Manager, in time. AIL also 

failed to calibrate the Profit Manager System necessary for a meaningful output. Thi s 

rendered the expenditure incurred on the procurement of input data, infructuous. 
(Para 10.4 - A and B) 

AIL did not insist on Performance Bank Guarantee (PBG) in the contract for Data Services, 
Sales and Network Analyzer Module required for utili ation of Profit Manager. Therefore, no 

penalty could be imposed on the service provider for non-performance, eventually leading to 
the termination of the contract. AIL also did not make adequate efforts to develop and retain 

trained manpower for complete utilisation of the sophisticated NP&S Tools. 
(Para 10.4 - C) 

The Crew Management System (CMS), a key component of CPCS, to be implemented by 
Commonwealth Games October 2010, was yet to be implemented by the contracted solution 
provider forcing AIL to adopt an alternate inferior solution as an interim measure. The delays 
were attributable to absence of timely follow-up by AIL and penalty clause for delays in the 
Contract. 

(Para 10.5) 

There had been a significant delay in the implementation of FPS and a corresponding delay in 
accrual of substantial savings in terms of fuel cost. 

(Para 10.6) 

Operational Performance 

Cabinet Committee on Economic Affairs (CCEA), as well as Master Restructuring 
Agreement (MRA) had fixed milestones for operational efficiencies to be achieved by AIL 
by 2015. 

Though AIL achieved the overall milestone for Passenger Load factor and network Yield, it 
did not meet individual target in respect of B-777-200 LR and B-787-800 fleet. 

(Para 11.1 and 11.2) 

AIL was to achieve an overall On Time Performance (OTP) of 85 percent in 2012-13 and 90 
percent by 2013-14. However till 2015-16, the target of 85-90 percent in OTP had not been 

achieved. Moreover, OTP of AIL had been lower as compared to the other domestic carriers 
at Delhi and Mumbai airports both in 2014-15 and 2015-16. While AIL had recorded the 

lowest OTP for Mumbai, it was the second lowest performer for Delhi. 

An OTP analysis (as per delay codes) for 50 percent of the domestic AIL flights in the Delhi­
Mumbai-Delhi (domestic) sector (2014-15), revealed that 23 percent of the delay in Delhi 
and 26 percent of the delay in Mumbai airport was entirely attributable to AIL. Another 20 
percent to 30 percent of the delay could also have been partially controlled by AIL. Further 
OTP analysis of 50 percent of flights with lower OTP operating to major international 
destinations from Delhi and Mumbai airports, revealed that nearly half the delays were within 
the control of AIL. Similarly for 2015-16, 19 percent of the delays in Delhi and 23 percent of 
the delays in Mumbai were entirely attributable to AIL. In addition 26 to 38 percent of the 
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delays could have been partially controlled by AIL. Further in International sector (Ex-Delhi 
and Ex-Mumbai) nearly one-third of the delays were entirely within the control of AIL 

alongwith another one third of the delays which were partially controllable. Action by the 

airline could, thus, improve the OTP significantly. 
(Para 11.3) 

The percentage of rescheduling of flights within three days of flights increased after 2013- 14. 

In significant number of cases the reason recorded for rescheduling was "Miscellaneous". 
Audit studied the actual reasons for rescheduling in case of Ex-Delhi flights and Ex-Mumbai 

flights. In respect of Ex-Delhi flights 59.78 percent and 65.66 percent of the reason for 
2014-15 and 2015-16 respectively were within the control of AIL. In respect of Ex-Mumbai 
flights 62.65 percent and 67.28 percent of the reasons for 2014-15 and 2015-16 respectively 
were within the control of AIL. Moreover no mechanism existed in AIL to monitor/control 
rescheduling of flights. 

(Para 11 .5) 

Recommendations: 

(i) As a result of the considerable erosion of the benefits of financial restructuring due to 
high volume of short term loans of AIL, the value of which was nearly four times the 
cash credit limits laid down in the Turnaround Plan-Financial Restructuring Plan 
(TAP-FRP), the Company and the Ministry may need to reassess the requirement of 
fund envisaged in the Plan. 

(ii) Monetisation of assets which failed to take off in the four years ended 31 March 2016 
should be fast tracked. Efforts should be taken to ensure that assets identified for 
monetisation had proper title deeds and the lease agreements did not contain any 
limiting provision/conditions impacting their monetisation. 

(iii) Considering the acute shortage of narrow body aircraft faced by the Company, the 
process of leasing additional A-320 aircraft should be expedited. All efforts should be 
made to eliminate abnormal grounding of aircraft. Considering the significant 
expenditure of the airline on lease rent (for leased aircraft) and finance cost (for 
owned aircraft) for the period the aircraft were grounded, effective action should be 
taken for optimising the stock of spares, parts, components and serviceable engines 
required for repair and maintenance of the acquired fleet. Utilisation of aircraft, 
particularly the narrow body aircraft should also be improved to meet targets 
prescribed in TAP and contribute to higher revenues for the airline. 

(iv) The Company should focus on recovery of total cost of operation rather than variable 
cost alone for an effective turnaround for the airline. Rationalisation of routes should 
be continued. Concerted efforts should be made for maintaining and improving the 
market share of the airline, particularly on routes where the presence of AIL has been 
traditionally strong. 

(v) The recommendations of Justice Dharmadhikari Committee on harmonisation and 
rationalisation of staff costs should be implemented by AIL in letter and spirit. The 
excess manpower compared to the standard force fixed by the Company needed to be 
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rationalised and the practice of hiring of temporary manpower should be reviewed. 
The crew should be optimally utilised and their availability should be aligned to the 
stati.on of their operation to address crew shortages leading to poor On Time 
Performance, re-scheduling, cancellation of flights. AIL should also rationalise costs 
on Staff on Duty travel, related allowances and hotel expenses in positioning the staff. 

(vi) The IT application Central Planning and Control System, should be fully implemented 
expeditiously. Efforts should be made for development and retention of trained 
manpower for operating these sophisticated IT systems. 

(vii) Systems should be put in place for better coordination of crew and more efficient 
maintenance of aircraft so that delays, re-scheduling and cancellation of flights were 
minimised. 

(viii) Since equity commitment of Government of India (Go/) is specific to identified 
purposes, equity releases of Go/ should be adjusted to match the reduction of loans of 
AIL guaranteed by Go/ and the lower interest liability on non-convertible debentures 
issued by AIL 

(ix) Considering the significant equity funds committed by Go/ to AIL, a decision 
regarding grant of additional bilateral rights to foreign carriers should take into 
consideration its impact on AIL, as recommended by the Public Accounts Committee 
of Parliament in its 93rd report (2013-14). 

XI 





1.1 Organisational Structure of Air India Limited 

Ministry of Civi l Aviation (MoCA) is the administrative Ministry of Air India Limited (AIL) . 

The Board of Directors of AIL consists of Chairman and Managing Director (CMD), three 

functional Directors, Additional Secretary and Joint Secretary-cum-Financial Advisor, 

representing the Ministry of Civi l Aviation. AIL is divided functionall y with each function 

headed by a Director, who reports to the CMD of AIL. Geographicall y Regional Executive 

Director reports directly to the CMD. 

AIL owns the following subsidiaries 

1. Air India Air Transport Services Limited (AIA TSL): The Company provides 

ground handling services (cargo, passenger, baggage) at various airports in India to 

AIL and other airl ines. 
1i. Air India Charters Limited (AICL): AICL operates a low cost airline " Air India 

Express", launched in April 2005, operating services from India to primari ly Gulf and 

Southeast Asia. 

111. Air India Engineering Services Limited (AIESL): The Company handles 

Maintenance Repairs and Overhaul (MRO) of Airbus and Boeing aircraft of ACL and 

other airline. 

1v. Airline Allied Services Limited (AASL): AASL incorporated in 1983, provides 

support services such as air transport services and manages airplane purchase, lease 

and sale transactions. As a subsidiary of Air India, AASL al so provides air transport 

services under the brand name "All iance Air" . 
v. Hotel Corporation of India L imited (HCI): HCI is wholly owned by Air India 

Limited and was incorporated on 8 July 197 1 for providing in-flight catering services 

to the national carrier and for operating a chain o f hotel s. HCT operates two hotels 

under the brand name of "Centaur Hotels" in Delhi and Srinagar. 

1.2 Bllekgrmnd rA the Turnaround Plan 

Air India Limited ("Air India" or "the Company"), wholl y owned by the Government of 

India ("GoI"/"the Sponsor"), is engaged in ai r transport operations, under the brand " Air 

India" in domestic and international sectors. AIL is the national fl ag carrier and operates a 

fleet including Airbus and Boeing, erving de tinations in Asia, Europe, Australia and North 

America apart fro m domestic destinations. 

The difficulties of aviation industry in recent years, coupled with operational problems of the 

Company strained the financial position of Air India Limited. The high debt burden of the 

Company further reduced its liquidity and the Company lost significant market share in 

recent years. 
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The Company regi tered a cumulative negati ve EBITDA 1of <9866 crore and incurred 
cumulative net lo es of <20192 crore (approximately), between Financial Year (FY) 
2007-08 and Financial Year 20 I 0-11. The Company resorted to high cost working capital 
borrowings in order to continue its operation . The working capital borrowings of 
AIL increased from <1 6328 crore a on 31 March 2009 to <22468 crore as on 
30 September 20 11. In addition, the Company also availed long term borrowing to finance 
acquisition of aircraft. The combined increase in borrowings led to an outstanding debt of 

around <43 1 l 2 crore as on 30 September 20 I I. 

1.3 Turnaround Plan 

The Company formu lated (Ju ly 20 10) a comprehensive Turnaround Plan (TAP) along with a 
Financial Restructuring Plan (FRP) to improve its operations and it financial position. The 
operational turnaround envi aged improvements in it business operations, network planning, 
integration of Jnformation Technology System (IT) and management of Human Resource 
(HR). It also included cost reduction mca ures like route rationalisation. The a sumptions 
made in TAP had been vetted by an independent con ultant, Mis Deloi tte Touche Tohmat u 
India Pvt. Ltd. (Deloitte). The Financial Re tructuring Plan included debt realignment and 
induction of equity by Gol. A Group of Officers (GoO) appointed by the Group of Ministers 
(GoM) examined (October 20 11) the provisions of TAP before it was approved (April 2012) 
by the Government. 

TAP encapsulated tangible goals with respect to passenger traffic, load factors, on-time 
performance and customer service. The proposed business strategy of the Company was to 
focu on the fol lowing key area : 

);;- Optimisation of fleet deployment 
);;- Hiving off of all ied business such as MR02 and GH3 

);;- Integration of IT4 platforms 
);;- Improvement of Operational efficiency 
);;- Monetisation of assets 

Implementation of the above business strategies was key to successful turnaround of the 
Company. 

1. 4 Financial Restructuring Plan (FRP) 

The low earning capacity and accumulated losses of the Company affected its capacity to 
serve high level of debt. Accordingly, a comprehen ive FRP, to provide relief to the 
Company from its debt servicing obligations while providing nece ary time to improve its 
operational efficiency and to implement TAP was proposed. Air India appoi nted M/s SBI 

1 EBITDA - Earnings before Interest, Tm. Depreciation and A111onisatio11. 
2 MRO - Mai11tena11ce. Repairs and 01•erlu111I 
J GH-Gro1111d Handling 
' IT-!11/omwtion Technology 
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Capital Markets Limited ("SBICAP") as its Financial Advisor to advise on the Financial 

Restructuring Plan. 

The FRP was formulated based on the assumptions made in the Turnaround Plan. The FRP, 

inter-alia, intended to convert part of the existing Worki ng Capital (WC) loan into Short term 

loan which would be paid through proceeds from issue of Non-convertible debentures. A part 

o f the working capital was to be converted into Long Term Loan with interest on the long 

term loans also be ing converted to a Funded Interest Term Loan. In addition, substantial 

equity infus ion from Gol was envisaged. 

3 





2.1. Performance Audit of Turnaround Plan and Financial Restructuring Plan of AIL 

The TAP and FRP of AIL was approved by Government in Apri I 20 J 2. Severa l of the 

turnaround measures were to be completed by March 20 J 5. A s ignificant quantum of 

Government equity had also been infused into the Company. It wa in this context that a 

Performance Audit of turnaround plan of A lL and its effect on the financia l condition of the 

company was taken up . The Performance Audit was carri ed out on the basis of the records 

and documents made available by AIL, Mini try of Civil Aviation (MoCA) and Director 

General of Civil Aviation (DGCA). 

[ 2.2. Audit Objectives ] 
The audit objective included examining whether 

• The financial re tructuring of Air India Limited wa implemented as per Financial 

Restructuring Plan and whether it achieved the intended goals. 

• Bilateral entitlement were effecti vely utili ed by the Company and slots avai lable to AIL 

in various airports were managed efficientl y. 

• Activities of the Company were carried out as per Turnaround Plan and in a manner 

contributing to turnaround in its operations. 

• The restructuring efforts of the Company (fi nanc ial and operational) were monitored 

eff ecti vel y. 

[ 2.3. Audit Criteria 

The criteri a on the basis of which the performance on TAP/FRP wa assessed included 

provisions of:-

• Turnaround Plan and Financial Restructuring Plan of Air India Limited as approved by 

Government 

• Recommendations of Group o f Officer , Group of Ministers and Oversight Committee 

constituted by Government. 

• Internal guide lines, manuals of the Company 

• Directi ves of Mini try of Civil Aviation, Director General of Civil Aviation and 

• Deci ions of Board of Director of AIL 

2.4. Scope of Audit 

The scope of aud it included assessment of the operational and financial management of AIL, 

during the period from 2010- 11 to 20 15- 16, with a focu on its turnaround plan. In particular, 

Audit assessed the fl eet induction, dep loyment and operation of fleet, network planning, route 

rationalisation, management of bilateral right , slot management, as et monetisation, hiving 
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off MRO and GH activitie , human re ource manageme nt, integration of IT platform of the 

Company and the resultant operational efficiency achieved by the Company during this 

period. 

I 2.5. Audit M~thodology 

An entry conference was held on 6 May 20 15 where aud it objective , scope and methodology 

were di scussed with the Management. 

Field audit wa undertaken from May 20 15 to November 2015. This included collection of 

information, verification of records including scrutiny o f agenda and minute of Board 

Meetings of AIL. The draft audit report wa i sued to the Management on 27 November 2015 

and its replies received during February 20 16. The draft audit report after examination of the 

re pon es of Management was issued to MoCA on 27 June 2016. Replies of MoCA were 

received on 30Augu t 2016, 2 September 2016 and 6 September 20 16. 

An Ex it Conference with MoCA and M anagement of AIL to di scuss the aud it fi ndings and 

recommendation o f the Report was held on 26 October 2016. The view expressed by 

MoCA and AIL, during thi s meeting have been suitably incorporated in the Report. 

Audit has attempted to examine the operational and fi nancial functio ning of AIL that wou ld 

impact its Turnaround Plan . lt is evident that the Management continued to face chall enge 111 

their efforts to turn around the Ai rline. 
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3.1 Approved Financial Restructuring Plan (FRP) 

AIL had an outstanding debt liability of <42350 crore as on 31 March 2011. This included 

aircraft loan of <20185 crore (of which <15400 crore was guaranteed by GoD and working 

capital loan of <22 165 crore. Besides, AIL had outstanding payments of <4600 crore 
(approx.) due to oil marketing companies, tax authorities, vendors etc. The cash flow from 
operation of the company was not sufficient to service the high level of aircraft loan and 
working capital borrowings. Financial Restructuring Plan (FRP) including equity support and 

debt realignment to the operations and financial turnover of AIL was approved by the Cabinet 
Committee on Economic Affairs (CCEA) on 12 April 2012. The approved FRP included 
infusing of equi ty, restructuring of working capital and monetisation of assets. 

I A. Infusing of Equity 

Government agreed (12 April 2012) to infuse equity of <42182 crore during the period from 
FY 2011-12 to FY 203 1-32. The equity would consist of the fo llowing: 

• Upfront equity infusion of <6750 crore towards payment of pending dues to Oil 
Marketing companies/vendors, Airport/Tax Authorities etc. 

• Cash Deficit Equity of <4552 crore to be paid upto FY 2017-18, by which time AIL 
was expected to tum cash positive. 

• Equity of <11 95 1 crore to be paid upto FY 2031-32 for servicing interest on Non­
convertible Debentures (NCDs) which were to be issued by the Company. 

• Equity of <1 8929 crore to be paid upto FY 2020-21, towards repayment of Gol 

guaranteed aircraft loans of < 15400 crore. 

I B. Restructuring of Working Capital 

The working capital loan of < 22157 crore5 (3 1 March 2011) was to be restructured in the 
following manner: 

(' 22157 crore was as appro\•ed by CCEA. As of September 201 I the working capital loan outstanding was reduced to ('21474.43 

crore which was as per the Ma ster Resrmct11ring Agreemelll (MRA ) between AIL and its bankers. 
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Table 3.1: Restructuring of working capital loan 

I 

2 

3 

Cash Credit Limit: ~3645.87 
crore 

Long Term Loan: ~11112 
crore 

Short Term Loan (STL) to be 
repaid from proceed of 
NCDs: ~74008 crore 

Source: MoCA note to CCEA 

I C. Monetisation of Assets 

This amount was expected to be suffic ient to meet lhe worki ng 
capital requirements o f AIL, po t restructuring. 
Interest at average rate of 6% per annum for FCNR6(B)/Buyers 
Credit and at 11 % .a. towards remainin cash credit 
This was towards Part of working capital loan being restructured as 
a long term loan over a 15-year tenure. 
Interest at the rate of 11 % p.a. 
lntere t moratorium- I year, Principal moratorium-2 year 
Re a ment Period- 15 ears. 
The balance working capital loan was to be met from i uing non­
convertible debentures, which would be repaid by Government 
lhrough equity over the period from 20 I 1- 12 lo 203 1-32 
In terest Rate on interim short term loan was 11 % p.a. 
Interest on NCD was 9.5% p.a. 
Interest on NCD to be re aid b Gol lhrou h e uit 

It was agreed that AIL would monetise its assets and it was estimated that asset rnoneti ation 

would result in revenues of ~5000 crore to AIL over a span of ten years (FY 20 12- 13 to FY 
2021-22) with approx. ~500 crore revenue being earned each year. 

It was expected that post restructuring, AIL would generate po itive EBITDA from FY 
2012- 13, become ca h positive from FY 2017- 18 and generate po itive Profit before Tax 
(PBT) from FY 2019-20. 

3.2 Status of financial restructuring in AIL 

Following the approval of the FRP by GoI, the Company received equity from Government, 
the year-wi e equity received being as shown in the table below: 

Table 3.2 Commitment vis-a-vis release of equity 

Year MoCA MoCA I Shortrall (-) Progressive total of 
/Excess shortfall/excess at the 

Commitment Release end of year 

2011-12 8536 1200 (-)7336 (-)7336 

2012-13 3678 6000 2322 (-)5014 

2013-14 3560 6000 2440 (-)2574 

2014-15 3441 5780 2339 (-)235 

Foreign Currency Non-Reside/II (Bank) 

Long term loan ofrl 11 12 crore decreased 10 r/0436.89 crore as on September 2011 as per 1/re MRA. 
Shon 1erm loan of r 7400 crore decreased to r 7391.67 crore as on September 2011 as per the MRA 
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Year MoCA Mo CA Shortfall (-) Progressive total of --/Excess shortfall/excess at the 
end of year 

2015-16 3394 3300 (-)94 (-)329 

Total 22609 22280 (-)329 -
Source: Data received from Finance department of AIL 

As can be seen, the overall equity infusion over FY 201 1-1 2 to FY 2015-16 broadly matches 
with the commitments. However, there was a significant shortfall in FY 2011-12 which was 
made good subsequently. The short release in these years led to increase in short term 

borrowings of AIL during those years. 

The financial restructuring of the working capital loan was implemented through the Master 
Restructuring Agreement (MRA) between AIL and its bankers (SBI and 18 other lender 
banks). Non-convertible debentures of ~,400 crore were issued by December 2012 as 

against the schedule of September 2012. Working capital loans of ~ 10,436 . 89 crore were 

restructured as long term loans. Outstanding aircraft loan as of March 201 6 reduced to 
~1 3,340 crore (of which ~6,574.60 crore was guaranteed by Gol). 

Monetisation of assets in AIL has, however, not progressed as intended. The specific findings 
regarding equity infusion by GoI, restructuring of working capital loans and monetisation of 
AIL assets are summarized in the paragraphs below. 

I 3.3 Audit fmdin~ relating to infusion of Equity by Gol 

3.3.1 Reduction in GOI guaranteed aircraft loan and consequent need for adjustment 
of GOI equity 

A significant portion of the equity amounting to ~ 1 8 ,929 crore out of ~42,182 crore 
committed by GoI was fo r repayment of aircraft loans taken from various banks which had 

already been guaranteed by GoI (as on March 2011 ). The aircraft loan of n5,400 crore as on 
March 2011 guaranteed by GoI included loan taken for purchase of eight B-777-200 LR 

aircraft. Five of these B-777-200 LR aircraft were sold by the Company during the period 
from 201 3 to 20 15. The sale proceeds were utilised to liquidate the outstanding loan 
amounting to USD 298.44 million ~l ,804.96 crore9

) for these five aircraft during February 
to May 2014 . However, equity released by GoI during 2014-15 had not been adjusted 
(reduced) to account for premature liquidation of aircraft loan taken for these fi ve B777-
200LR aircraft. As the equity committed by Government was specific to repayment of GoI 
guaranteed aircraft loans, future equity releases need to be adjusted fo r the reduction in the 
loan component arising out of sale of fi ve aircraft and consequent repayment of loan 

pertaining to them. 

@) USD = ('60.48- average o/2013-14 and 2014-15 exchange rares 
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MoCA in its reply (30 August 20 16) accepted the fact and stated that reduction in equity has 

to be made on yearly basis and accordingly appropriate adjustments will be made from equity 

from 201 4- 15 onwards. However, adjustment of equi ty has not been made by the MoCA till 

date (August 2016). 

I 3.3.2 Excess payment of equity toward payment of interest on NCD 

The equity proposed to be infused for servicing interest on non-convertible debentures 

(NCD) was ~l I 951 crore. The interes t rate envi saged on NCD was 9.5 percent. The equ ity 

commitment of Government for repayment of interest on NCD amounting to <I I 95 1 crore 

(till 203 1-32) was worked out considering thi s rate. The actual interest rate on NCO was 

9.08 percent. Considering the difference in the interest rates (9.5 percent vis-a-vis 9.08 
percent), the equity sanctioned by Go! for thi purpose was higher than the requirement by 

~52 1 .53 crore over the entire repayment period (up to 2032). 

During the period under audit (FY 2012- 13 to 201 5- 16), actual commitment towards interest 

worked out to ~2022.59 crore against which Gol total equity commitment was <246 1 crore. 

This resulted in excess equity commitment by GOI to the tune of ~438.4 1 crore which 

included <J03.54 crore on account of interest differential and equity commitment of ~334.87 

crore due to delayed issue of NCO in November-December 201 2. 

AIL in repl y (02 February 201 6) accepted the fac ts and stated that equity requ irements 

would be modified in future to take care of the differential. 

MoCA in its reply stated (30 August 201 6) that the equity sanctioned was higher by ~528.36 

crore due to difference in rates of interest over the average maturity of 17 years. The 

difference for the period 2012-13 to 2014- 15 worked out to <93.24 crore instead of <407.33 
crore. This di fference of <93.24 crore had not yet been adjusted in the equity commitment 

because of variations in exchange rate and variati ons in date of infusion of equity. 

The calculation of the excess equity by MoCA was on estimation bas is whereas audit 

considered the actual sanction of equity commitment as well as actual outgo on yearly basis. 

The contention of MoCA that due to considerable Foreign Exchange fluctuation which was 

not factored in TAP, equity commitment has not been adjusted is not relevant as AIL took 

advantage of the substantial reduction in fuel cost. This element also had not been factored in 

TAP. Further to overcome the delay in release of government equity, Gol ex tended guarantee 

for additional loan which made it possible to bridge the gap. Non-adjustment of the excess 

interest after knowing actual quantum of NCD interest amounted to extension of implic it 

subsidy to AIL. 
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3.4 Audit findings on debt restructuring 

3.4.1 Cash credit exceeding limits set by FRP 

The FRP had envisaged a future working capital (cash credit) requirement of AIL as 

~3645.87 crore, po t re t:.ructuring. Audit, however, noti ced that the actual working capital 

requirements of the Company were far in excess of thi s limit resulting in additional short 

term loans taken by the Company. The actual short term loans of AIL during 2012- 16 are 
tabulated below: 

Table 3.3: Short term loans of AIL 
( ~in crore) 

Year 2012-13 2013-14 2014-15 2015-16 

Short term loans as on 31 
March 

9,160.51 12,005.47 14,4 16.85 14550.88 

Short term loans were on the ri se and amounted to ~ 144 16.85 crore as on March 2015 and of 

~14550.88 as on March 2016. The high volume of short-term loans had eroded the benefits of 

the financial restructuring exerc ise carried out under the FRP which intended to provide relief 

to the Company from its debt servicing obligations. 

Audit analysed the reasons for the increase in working capital requirements and consequent 

hort term borrowing . It was seen that the actual revenues earned by the Company were 

cons istently lower than the projected revenues as could be een in the table below 

Table 3.4: TAP Projected vs Actual revenue 

2012-13 2013-14 2014-15 2015-16 

TAP targets 185 11 2 1521 24069 26889 

Actual revenue as per 16072 19093 20613 20526 
financial statements 

Difference 2439 2428 3456 6363 

The shortfal l in revenue coupled with the delay in release of overall equity in the initial years 

(later bridged by release of additiona l equity in the sub equent years) and non-realisation of 

~1935.94 crore asset monetisation resulted in a de fi cit which needed to be addressed through 

additional short term borrowings. Some of the significant items of income and expenditure, 

controllable by AIL, which showed considerable di vergence from projection in the Plan 

during the peri od from 2012 to 2016 are tabulated below: 
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Table 3.5: Projected vis-a-vis Actual significant items of Income and Expenditure 

( ( in crore) 

Actual/% Projected Actual/% Projected Actual/% Projec Actual/% 

of variation of of ted of variation 

(A) w.r.t variation variation (A) w. r.t 

(P) (A) w.r.t (A) w.r.t (P) 

(P) (P) 

(P) (A) (P) (A) (P) (A) (P) (A) 

Income 

Operating Revenue 16700 16027.84 19564 18370.87 22277 1980 1.7 1 24730 19992.34 

(-4.02%) (-6. 1%) (- 11.11 %) (-19. 15) 

Passenger Revenue 14253 12573.86 16725 14290.4 19 139 159 19.33 2 1297 15773.86 

(-11.78%) (-14.56%) (- 16.82%) (-25.93) 

SESF 10NVIP and Charter 668 1074.02 668 111 9.85 668 1136.31 668 1075.34 

(60.78%) (67.64%) (70. 11 %) (60.97) 

Other Operating Revenue 1778 1559.02 2 17 1 1920.7 2470 2093.54 2765 2324.67 
(- l2.32%) (- 11.53%) (- 15.24%) (-15.92) 

Revenue From in-house MRO & 0 598.22 0 748.84 0 261.48 399.58 

GH (-) (0%) (0%) (0%) 

Monetisation of Assets (Net o 500 0 500 0 500 0 500 64.06 

axes) (-100%) (-100%) (- 100) (-83%) 

Staff Costs 2325 3254.73 2355 3 152. 19 2478 2466.64 (- 2659 2345.52 
(39.99%) (33.85%) 0.46%) (- 11.78) 

Expenditure 

Aircraft Maintenance 1672 830.8 1 1901 1484.04 2059 2280.2 2260 2125.52 
(-50.3 1%) (-2 1.93%) ( 10.74%) (-5.95) 

Interest & Financial Charges 2553 3868.96 2542 407 1.34 25 18 4028.28 2447 4474 
(5 1.55%) (60.16%) (59.98%) (82.84) 

Source: FRP and Annual report of AIL 

);;>- Reduced operating revenue: AIL failed to generate it projected revenue even though it 

10 

II 

achieved the projected passenger load targets 11
• Thi s was largely on account of lesser 

operations arising from lack of adequate number of appropriate aircraft and effi cient 
operation of avai lable fleet. The problems regarding aircraft availabil ity, deployment and 
operation are discussed in Chapters 4 and 5 of this Report. Besides passenger operations, 
A1L al so did not enhance its revenue arising from other activities like ground handling, 
engineering, cargo activities. 

SESF-Special Extra Section Fligl11s 
Refer table 11. I of Chapter 11. 

12 



Report No. 40 of 2016 

~ Monetisation: AIL could not achieve the monetisation target of ~500 crore annually. In 
2015-16, AIL was able to earn only ~64.06 crore. Specific audit findings on monetisation 
are included at Para 3.5. 

~ Staff costs: The staff costs were consistently higher than the projected cost (other than 
2014-15 and 2015-16 when it was marginally lower). This was partly on account of delay 
in operationalisation·of subsidiaries (AIATSL and AIESL) besides non-implementation 
of recommendations of Justice Dharmadhikari Committee as discussed at Chapter 8 of 
this report. 

~ Aircraft maintenance: The aircraft maintenance charges remained lower than projections 
(except 2014-15 and 2015-16 which indicates a sharp rise). The lower expenditure on 
maintenance proved detrimental to AIL as seen in AIL' s admission that the A 320 fleet 
was more than 20 years old. Their grounding was on account of engineering issues 
besides shortage of funds for maintenance. Audit also noticed numerous instances of 
grounding of aircraft on account of shortag~ of spares. These issues have been elaborated 
at chapter 5 of this report. 

~ Interest charges: The interest charges exceeded the projection as the Company availed 
short term loans to meet the working capital shortfall. 

AIL in reply (02 February 2016) stated that increase in working capital debt was on account 
of multiple factors such as increase in fuel costs, exchange rate, constraints in capacity 
addition, delay in operationalisation of subsidiary companies, lower proceeds of monetisation 
of assets, etc. 

MoCA in its reply (30 August 2016) attributed the increase in the working capital to the 
Bridge loan taken for sale and lease back of B787 aircraft, pending receipt of government 
sanction for its guarantee besides impact of foreign exchange variations and increased fuel 
cost. It admitted the fact that sho~ifall in passenger revenue, delay in monetisation of assets 
and operation of subsidiary companies had adversely affected the working capital. 

However, even after exclusion of the bridge loan there was increase in the short term loan 
taken for working capital requirement. Further, substantial reduction in the fuel cost in 
2014-16 had offset the impact of foreign exchange variation. There was an increase in short 
term debts in 2014-15 and 2015-16 while the fuel costs were lower than the projected levels. 
The subsidiaries had been operationalised leading to lower burden of staff costs on AIL. 

I 3.4.2 Additional interest burden of ~11.30 crore 

As per the FRP, the non-convertible debentures (NCD) were to be issued by 30 September 
2012. However, the NCD could be issued only by 181

h December 2012. The 'proceeds from 
the NCD were to liquidate the short term borrowings of the Company. The delay in issue of 

, NCDs led to additional interest payment on the short term borrowings for the interim period 
(September to December 2012) amounting to ~11.30 crore12

• 

12 Considering the payment of differential interest between 11 percent (Banlc rate of interest) and 10.08 percent (NCD interest of 9.08%+ 
. GOl guarantee fee of 1%)for the delay in refund of Shon Term Loans. 
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AIIJMoCA in its reply (02 February 2016/30 August 2016) stated that the delay in issue of 

NCO was due to procedural formalities and contended that AIL or MoCA was not responsible 

for the delays. 

AIL as well as MoCA, have accepted that there was an addjtional expenditure of ~11 .30 crore 

towards payments of interest on banks short term loans in the interim period due to delay in 

issue of NCDs. Considering the significant financial impact of the delay in issue of NCD, the 

processes involved in issue of NCO ought to have been fast-tracked. 

I 3.5 Monetisation of assets 

The fi nancial restructuring plan approved by CCEA (in its meeting of 12 April 2012) 

envisaged monetisation of AIL assets to generate ~5000 crore over a ten-year period wi th 

annual revenues anticipated at ~500 crore. Subsequentl y, the Company signed a Master 

Restructuring Agreement (MRA) with State Bank of India (SBI) and other bankers which 

listed an indicati ve set of twelve properties for monetisation. The list of these properties is at 

Annexure I . 

3.5.1 Assets of which immediate monetisation is not feasible 

Audit noticed that monetisation of five out of twelve properties was not feasible owing to 

their status or terms and conditions of their lease to AIL as discussed below: 

Table 3.7: Status of five properties 

S.no l'Oame of the property Purpose for allotment 
1 Property at Vasant Vihar, Delhi 27.2 acres of land allotted in 1967 for construction of staff 

quarters 
2 Two CIDCO plots in Navi Mumbai • 10002 1 sq. mtrs area allotted to erstwhile AI in 1983 for 

construction of staff quarters. 
• 5 hectares and 2 hectares of land allotted in 1984 & I 985 

respectively to erstwhi le IA for construction of staff quarters. 
3 Building at Old Airport, Kalina, 

Santa Cruz, Mumbai Land allotted by AAJ which was subsequently taken over by 
4 Office Building, NITC, Santa Cruz, MIAL. 

Mumbai 
5 Land at Baba Kharak Singh Marg, Land allotted in 1983 for construction of city terminal office. 

Delhi 

Land in Vasant Vihar, Delhi was allotted to erstwhile Indian Airlines (IAL) for construction 

of staff quarters. However due to unauthorised constructions in contravention of clau e no. 
2(iv) of the al lotment letter, Land and Development Officer (L&DO) imposed additional 

premium and ground rent along with interest on the unauthorised constructed area in October 

1980. As IA did not pay, L&DO cancelled (October 1983) the allotment of land and also 

served (November 2014) a demand notice of ~373 crore for unauthorised occupation of Govt. 

land/unauthorised construction/misuse of staff quarters. The lease has not been reinstated till 

31March 201 6. 

Plots were al lotted by CIDCO to erstwhile IA and AI for construction of staff quarters. 

Company did not possess the lease deed for AI plot ti ll date. Further Company failed to 

execute the agreement in respect of 7 hectare plots allotted to erstwhile IA. CIDCO clarified 
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that it should not allow monetisation o f the aid properties as they were given fo r specific 

purpose. The onl y option was to give the land back to CIDCO at 50 percent of the market 
value, subject to Board Approval of CTDCO. 

Ai rport Authority of India (AAI) had entered in to an agreement with AIL (March 2006) for 

leasing land at Chatrapati Shivaji Internati onal Airport (CSIA), Mumbai for a period of IO 
years (from I April 2001 to 3 1 March 2011 ). The AIL buildings at old airport, Kalina and 

NITC, Santa Cruz were on thi s leased land. Mumbai International Airport Ltd (MIAL) took 

over CSIA, Mumbai in May 2006. An interim agreement was entered into by AlL with 

MIAL on 22 February 2010 for fac ilities at CSIA . The agreement for facilities had since 

expired and fresh agreement with MIAL wa yet to be finali sed. Thus, these buildings could 

not be monetised. 

AIL had earmarked a plot of land (3.54 acres) at Baba Kharak Singh Marg, Delhi for 

moneti ation. Ministry of Urban Development (MoUD) allotted the plot in November 1983 

to erstwhile IA on lease for construction o f c ity terminal offices and re lated fac ilities. Mis 

DTZ had estimated the value of the plot at ~584 crore. Further in 2008, MoUD allotted 

1565.25 sq.mtrs o f the plot to Delhi Metro Rail Corporation (DMRC). The current estimated 

value of this area is ~63.8 crore (considering the valuation report of Mis DTZ). However 

DMRC did not pay any amount to Air India. AIL does not possess title deeds of such land 

and the land is still vacant. MoUD refused to give permission for Monetisation (March 2014 

& August 20 14) on ground that land is to be used only for the intended purpose. 

Thus the above properties could not be moneti ed as the same were al lotted fo r pecific 

purpose and also the concerned authori ties denied the permission for monetisation. 

MoCA in it reply (30 August 20 16) stated that meetings have taken place at the level of 

Secretary with MoUD and Land and Development Officer (L&DO) and a request had been 

made to withdraw the penalty of ~373 crore and regulari ation of the allotment of land in 

Yasant Yihar, Delhi . CIDCO had not yet agreed to change the end use of the plot at Nerul, 

Mumbai and hence the same could not be moneti sed . Properties at old airport could not be 

moneti sed as the land belonged to AAI. E fforts were on to monetise land at Baba Kharak 

Singh Marg, Delhi through NBCC (India) Limited. The issues of restoration of title and 

modalities fo r moneti sation were under discussion with MoUD. 

The facts remained that at present there was no certainty regarding possible monetisation o f 

the land by AIL even in future. Ministry ha al o confirmed that the waiver of penalty had 

still not been done. Further, as the Company wa aware of the i sues relating to the buildings 

at old airport, Kal ina and NITC, Santa Cruz, the e properties ought not to have been 

earmarked fo r monetisation in the fi rst place. 

3.5.2 Assets for which no efforts at monetisation was made 

Audit observed that following four properties, though earmarked for moneti sation, were 

currentl y in use by AIL, thereby impacting their immediate monetisation: 

);;>. Freehold land and res idential fl ats at Palavanthangal village and IA staff housing colony, 

Chennai. 
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);;::- Airlines House, 11 3, Gurudwara Rakabganj Road, Delhi. This is the registered office and 

corporate headquarters of AIL. 

);;::- U nit no . 264, 297, 3 10, 489, 63 1, 678, 684, 7 14 , Asiad Village complex, New Delhi. 

);;::- Freehold land and build ing in Central Training Establi hment complex, Hyderabad 

which has been marked for development into a profit centre a per the GOM/Oversight 

Committee dec ision. 

No action for monetisation of the freehold properties viz. flats at Asiad Vi llage complex New 

Delhi and residential flats in Chennai had been initiated. 

Management in repl y (02 February 2016) stated that a sets illustrated for monetisation under 

TAP were indicati ve and might differ from actual moneti sation program considering 

prevailing market conditi ons, its util ity and futu re requ irements etc. on advice of the 

Oversight Committee on moneti sati on and recommendations of Uti lisation & Survey 

Committee. 

MoCA in it reply (30 August 20 16) further tated that the properties mentioned by Audit 

were being u ed by Air India either as an office or a residential quarter and hence the 

management had decided to retain the properties. 

It was observed that even after a lapse of four years, the company had not exercised due 

di ligence by substituting the identified properties for moneti sation wh ich has resulted in non­

achievement of the moneti sation target. 

3.5.3 Audit findings on efforts made by AIL for monetisation of properties during the 
period from 2012-13 to 2015-16 

3.5.3.1 Appointment of consultant for vaJuation of properties for monetisation 

AIL appointed (January 20 12) M/ DTZ International Property Advisers Private Limited 

(DTZ) for valuation of 108 properties including three properties located outside India. 

Audit noticed that the selection of I 08 properties for moneti sation was improper. Of the I 08 

properties 48 properties had been given on lease by state government/ Ai rport Authority of 

India/other government agencies of which 3 1 propertie were given onl y for the purpo e for 

which they were allotted . 18 properties did not have a clear title. Hence monetisation of the e 

properties wa uncertain. 

Title deeds re lating to 35 properties were not made avai lable to Audit and as such the ir 

availability cou ld not be assured in Aud it. 

Management in reply (02 February 20 16) stated that at the time of form ulating the TAP/FRP, 

no "reality check" was done on whether assets could actuall y be monetised or not. The Ii t 

given was only indicative and not " final". Efforts were being taken for regulari ation of the 

title deeds, reinstatement of the properties with vari ou restriction as well as certain defects 

in the title as well as di sposal of assets. Properties identified initiall y in RFP (for Mis DTZ) 

are based on property found urplus, vacant, not requ ired on Jong term bas is, balance FSI 
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which could be monetised through JV/developer. However, properties actuall y selected for 
monetisation were based on management decisions from time to time. 

MoCA in its reply (30 August 2016) stated that a database of all the properties belonging to 

AI giving the latest status of each of these properties had been prepared by Air Ind ia. Based 

on this database, AI had selected certain properties for the next phase of moneti sation. 

The company was aware that most of the properties given for valuation to Mis DTZ had title 

issues, were allotted for specific purpose and required prior permission of Ministry/ Authority, 

etc for monetisation. Despite this most of the properties were given for valuation and also 
shown in the TAP for monetisation. 

I 3.5.3.2 Leasing of Air India building at Nariman Point, Mumbai 

In February 20 l 2, the Management decided to lease out vacant space in 19 floors of AIL 

building at Nariman Point, Mumbai, with expected revenue of ~5.77 crore per month from 

nine floor . The actual procedure for leasing out the vacant space was, however, initiated only 

in October 2012. Presently (March 20 16) 17 floors had been leased to SBI, Income Tax and 

Service Tax Departments with most of the leases finalised after Apri l 20 15. The leases will 

result in a revenue of ~85 crore per annum to the Company. Leasing of the balance space on 

two floors is pending. 

Management in reply (02 February 20 16) stated that the delay in leasing was on account of 

poor response. The tender issued by AIL in October 20 12 and March 20 13 had to be 

postponed twice due to poor response. The quote received was much below the market rate. 

The lease to Income Tax and Service Tax department was finali sed with a clau e to hand 

over the floors in a phased manner as the space wa occupied by AIL offices and had to be 

relocated before vacant floors could be handed over. AIL had kept minimum space with them 

at Air India building for the essential offices/ maintenance office and booking office. 

MoCA in its reply (30 August 2016) stated that Al has finalised the lease of all floors except 

21 si, 22"d, ground, first and second floors. These floors were being retained by AI for its own 

use. The onl y floors remaining to be leased out were some portions of 3th and the entire I oth 

floor. Formalities for completing the documentation wou ld be fi nalised shortl y. 

Based on the Audit observation, the management had expedited the process of leasing of 

most of the floors. However, some space wa still lying vacant due to documentation 

formalities which need to be expedited so a to increase the revenue. 

I 3.5.3.3 E-auction of properties of AIL 

Six properties were identified for monetisation in pha e-1 in line with the decision taken by 

the Board on 14 February 2013. The e propertie and the current status of the ir moneti sation 

are summarized in the table below: 
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Table 3.8: Status of properties for monetisation 

S. !'io. Property Result of e-auction 
1 Residentia l Flat no. 6B, Middleton No bid received against the auction earned out during 

Street, Kolkata. November 20 13 to January 2014. 

2 Land & Building at Al Colony, Bid received wa for <19.71 crore. However. the value of the 
Kaikhali , Ko lkata. property, as determined by the Vigilance Department of the 

Company was <27.96 crore. T he bid was rejected . Presently, it 
is intended to hand over the property to NBCC. Board 
approval for this was awaited. 

3 Land at Coimbatore. The highe t bid received for land was fo r < 19.81 crore from 
NBCC. Approval of Cabinet for sale was received late and the 
property had been offered to NBCC. 

4 Plot of Land (Lakshmi Hou e) at Bid received was rejected since it was lower than the reserve 
Mount Road, Teynampe t, Chennai . price. No efforts had been seen thereafter for its monetisation. 

5 04 Flats at Sterling Apartment, No bids received. However subsequently, received an o ffe r for 
Mumbai . the four nats at Sterling Apartment, Mumbai from SB I which 

was negotiated and proposed to be sold to them for a price of 
<88 crore. The approval of CCEA for the sale had been 
received in November 2015 . 

6 Al plot no. V-37/13 at DLF Qutab o bids rece ived 
Enclave, Phase-III , Gurgaon. 

In two cases, where bids were not received by the Company, no further progress was no ti ced. 

AIL was yet to complete monetisation of the above six properti es ide ntified as earl y as 

February 201 3. It was noticed however, that AIL had incorrectl y informed the Oversight 

Committee (7thmeeting he ld on 23 January 20 14) that the properties at Coimbatore and 

Kolkata had already been sold at ~40 crore. In fac t, both sales were yet to be forma lised even 

a year late r. 

Management in reply (02 February 20 16) stated that specific approval of Cabinet wa 

required in each case of sale or long term lease of land belonging to government or 

gove rnment controlled statutory authori ti e after di covering ale price of each property 

through proper tender process. Cabinet approva l for the sale of land in Coimbatore was 

received two years later, after clo e fo llow up with the mini stry by AIL. 

MoCA in its reply (30 August 20 16) stated that the property at Coimbatore was old to NBCC 

being the highest bidder and the ame was subject to Cabinet approval wh ich was received in 

November 20 15. It is pertinent to note that both the properties i.e. at Coimbatore and Kolkata 

were put up for sale by E-auction on 12 November 20 13 and Mis NBCC was declared as the 

highest bidder. Normally, when a party wa the highest bidder, the property i o ld to him 

under the auction rules. In the case o f Kolkata, the Vigilance Department had opined that the 

"bid price" is much lower than the c ircle rate, and hence the ale of the property in Kolkata to 

NBCC was held up. The property at Coimbatore and 4 fl ats at Sterling Apartment had been 

old for ~ 19 .8 1 crore and ~88 crore re pecti vel y. NBCC had been given the mandate to 

finali se the project plan for re t of the prope1ties selected for moneti a ti on. 

The fact remained that the management was aware that even when a party wa the highest 

bidder, the property could be sold to it onl y a fter the approva l of the government and delay 

should have been avoided. 
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3.5.4 Additional debt and interest burden due to non-monetisation of AIL properties 

The FRP had fixed a target of ~500 crore per annum for monetisation of assets by AIL. AIL 

had initially identified 12 properties in the TAP. However 108 properties were given to Mis 

DTZ for valuation. So far (February 20 16), the Management has identified on ly six properties 

with overall value of ~224 crore for monetisation (as determined by Mis DTZ). The sale of 

these properties is yet to be finali sed even after three years. The short-receipt of funds from 

monetisation during the period from 201 2-13 to 2015-16 contributed to reduced cash flow 

over these years leading to additional debt burden and intere t payouts. 

Management in reply (02 February 2016) stated that actual implementation of moneti sation 

plan was on the bas is of relevant rules and regulations in vogue at the time of taking a 

decision. Management al so stressed that there was no additional payment of interest as a 

result of non-monetisation s ince banks waived their penalty charges due to the problems 

encountered by AIL. 

MoCA in its reply (30 August 2016) stated that the observations of Audit that shortfall m 

meeting the monetisation target had led to increased payouts of interest was valid. However, 

AIL was able to sell four flats at Sterling Apartments and land at Coimbatore at value of 

~88 crore and~ 19.8 1 crore respectively. In addition , AI has also monetised by way of leasing 

the area lying idle in Al building, Nariman Point wherein nearly 17 storeys have been rented 

out at an annual rental of ~85 crore p.a. (2016- 17). The rentals will be escalated at 8 percent 

p.a. Further, the real estate market had also fallen in the intervening period which had also 

hampered the process. Continuous efforts were being made by Air India to monetise the 

properties by identifying the properties that could be sold easily. 

Although the management sold two properties for ~ 108 crore and a lso earned rental income 

of ~85 crore during 2016-17, the arne was short of the monetisation target of ~500 crore per 

year. 

3.6 Delay In payment ol duel by Gol for VVIP lligbts 

AIL had earmarked three 8 747-400 aircraft for the sole purpose of operating spec ial extra 

section flights for VVlP operation. 

Audit noticed that dues worth ~452 .54 c rore towards operation of VVIP flights during 2011 -

12 to 2014- 15 were pending. In addition, ~15 .32 crore were due from the Ministry o f 

External Affairs for the evacuation flight service provided during June 2006 to November 

2014. The total unpaid dues amounted to ~467 .86 crore. The Company had taken six months 

to raise formal invoices for claiming these expenses despite its revenue constraints. 

AIL in its reply (02 February 20 16) stated that the delay was on account of information to be 

gathered from various stations and that in view of aud it observations, efforts were being 

made to peed up the invoices. 
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In add ition, MoCA stated (30 August 2016) that continuous efforts were being made by AIL 

for recovery of dues with the various mini trie . 

Though with continuous efforts, AIL was able to recover 50 percent of the old dues, the 

po ition of dues outstanding a on 3 1 March 20 16 indicated that the total unpaid dues as on 

3 1 March 2016 were ~51 3.27 crore ~472.09 crore for operation of YYIP flight and ~41. 18 

crore for MEA). Hence con idering the significant quantum o f pending due and in the 

context of government support to AIL for turnaround, more efforts need to be made for early 

action for reimbursement of dues by both AIL and government. 

3. 7 Status of Implementation of Turnaround Plan 

The approved Turnaround Plan identified pecific milestones relating to various functional 

area of the Company to be achieved, which were linked to relea e of equity. Audit noticed 

that deadlines of certain mi lestones viz. Producti vity Linked Incentive (PU), 

operational isation o f MRO/GH, IT system, moneti ation o f as els etc. had already expired 

before the period o f approval of TAP/ FRP. Status o f implementation and achievement of the 

mi le tones/objecti ve set by the TAP in major functional areas are highlighted below (refer 

Annexure 2 for detai ls). 

1. Human Resources: The Turnaround P lan (TAP) intended to stop the payment of 

Productivity Linked Incentive (PLJ) till AIL generated Profit Before Tax(PBT). TAP also 

required that a Voluntary Retirement Scheme (YRS) be worked out by the end of 

December 20 11. However, AIL fai led to fu lfil these requirements a a significant 

component of PU contin ued to be paid as 'adhoc pay'. AIL had decided not to implement 

YRS. 

2. Hiving Off Subsidiaries: Subsidiarie for MRO and Ground Handling (GH) were 

required to be operationali sed by January 20 12. A against thi target date, the MRO 

subsidiary was operati onalised only in January 2015 and GH sub idiary in Apri l 2014. 

3. IT Integration : As per Turnaround Plan, AIL was required to imple ment IT ystem for 

ticket pricing and sales, network planning, crew scheduling and operational effi ciency by 

December 20 11. However, till M arch 20 16 though the remai ning systems were in place, 

AIL could partially implement only the Central Planning and Control System and the 

Flight Planning System. 

4. Financial Restructuring: The Turnaround Plan objective to earn the targeted annual 

revenue of~ 500 crore per annum from monetisation of assets could not be achieved by 

A fL. AIL could generate revenue of on ly ~64.06 crore from 201 2 to 2016. The Financ ial 

Re tructuring Plan of AIL had also envisaged that AIL would achieve positive EBITDA 

by 20 12- 13. Though AIL reported a positive EBITDA of ~1 66 crore (April-December 

20 14) from a negative ~ 1 9 1 crore (April-December 20 13) both statutory auditors and 

CAG of India had expres ed qualified opinion on the accounts of AIL for all the three 

years (20 12- 13 to 201 4- 15) pointing out significant understate ment of lo es in the 

financial statements presented by the Company. The under tatement of losses were 

~ 1 455.8 crore (20 12- 13), ~2966 .66 crore (20 13- 14) and ~1992.77 crore (2014- 15). 
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Considering the effect of these qualifications on the fi nancial statement, the EBJTDA of 

AIL wou ld be negati ve (up to March 20 15). 

5. Operational Performance: There was shortfall in achievement of TAP targets relating to 

operational performance of the Company relating to on-time performance. AIL could 

however achieve the targets set by the FRP for achievement of Passenger Load Factor 

(PLF) and Network Yield. AJ_L was required as per TAP to improve the on-time 

performance (OTP) fro m 7 1.7 percent (October 20 I I ) to 90 percent w ithin two years. 

However in 20 15- 16, AIL could achieve OTP of 78 percent as against the TAP target of 

90 percent. AIL claimed (October 20 16) that the OTP in 20 15-16 was 79.2 percent. 

AIL was required to achieve Passenger Load Factor (PLF) of 73.4 percent by 2016 and 

75 percent by 2020. As agai nst thi , AIL was able to achieve overall PLF of 75.8 by the 

end of FY 20 15- 16. AIL achieved by FY 2015- 16 a PLF of 74.5 percent and 78 percent 

for wide body and narrow body aircraft respectively as against the corresponding TAP 

targets of 73.5 percent and 73.2 percent. 

The TAP target for Network Yield was ~3.76 per Pas enger km and ~3.75 per passenger 

km during 20 14- 15 and 2015- 16 respectively against which AIL could achieve Network 

Yield of ~4.27 pe r passenger km and ~4.0 passenger km in the respective years. During 

these years the yield performance of wide body airc raft was ~3.49 per passenger km and 

~3.46 per passenger km respectively against the target of ~3 .36 per passenger km. For the 

same period the yield performance of narrow body aircraft was ~5.46 per passenger km 

and ~4.87 per pas enger km re pectively against target of ~4.39 per pa senger km and 

~4.40 per passenger km for the respective years. 

6. Aircraft Utilisation : Against the TAP target of 12.25 hours of uti lisation for narrow 

body aircraft, the actual utilisation was 9.57- 10.57 hours in 2014- 15 and 9.22-11. 16 hours 

in 2015-16. Similarly, against a TAP target of 13- 15 hours for the same period for wide 

body aircraft, the Company could achieve 2.04- 12.94 hours in 20 14-15 and 6.89-12.07 

hours in 2015- 16. 

Reasons for short achievement of TAP have been di scussed in the succeeding chapters. 

3.8 Audit flncUnp on monitoring of achievement of objectives envisaged in TAP 

I 3.8.1 Monitoring framework 

Cabinet Committee on Economic Affai rs (CCEA) whi le approvi ng the Turnaround Plan 

(TAP) and Financial Restructuring Plan (FRP) of AIL had stipulated (April 2012) peri odic 

monitoring of their implementation by an oversight committee, regu lar review by Group of 

Ministers (GoM) and directed that report on progress on implementation be placed before the 

CCEA every ix months. 

MoCA constituted ( May 20 12) an Oversight Committee (QC) headed by 'Secretary, MoCA' 

(other members included Secretary, Department of Expendi ture, Add itional Secretary & 
Financial Advisor, MoCA, CMD, AIL, Chairman , SBI Capital Markets Limited and Joi nt 
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Secretary handli ng AI matters at MoCA). It was intended that OC would prepare actionable 

items of mile tones to be achieved by AIL and rev iew them rigorously on a monthly ba is. 

j 3.8.2 Shortfall in review meetings by Oversight Committee (OC) 

Against the mandatory 50 meeting to be held from May 2012 to June 20 16 audit noticed that 

the OC had met only 14 times during this period. The long intervening gap between meetings 

(upto seven months) assumed s ignificance in view of the direction o f CCEA to report on the 

progre s o f TAP and FRP every ix months. 

MoCA attributed (02 February 2016) delays in meeting to the non-availability of the enior 

officials and stated that it was of the view that quarterl y review by the OC was desirable. AIL 

further stated that as and when the Prime Minister 's Office (PMO) desired information on the 

implementation of TAP, the same was furni shed and it was not considered necessary to report 

progress of implementation to CCEA. 

The re pon e of AIL wa not tenable a even the quarterly meeting were not held as desired. 

After FY 20 12- 13. the meeting were held after cons iderable gap with the period intervening 

between two OC meetings rangi ng from three to even months. Further, many of the TAP 

targets remai ned elusive or were undul y delayed . The need for appropriate monitoring had 

also been empha ised by the Secretary, MoCA in October 2014 by etting up an Expert 

Committee consisting of senior profe s ionals to rev iew the implementation of TAP due to 

mismatch between achievement and projections in TAP. 

MoCA further replied (30 Augu t 2016) that a mechani sm for regular monitoring o f 

perfonnance o f Air India through a process of in formation gathering, whereby regular reports 

on on-time performance (OTP), route profitabi lity and financial performance were obtained 

on a monthly basis from AI. In addition , Secretary (Civil Aviation) reviewed the perfonnance 

of AI through fortnightl y rev iew meetings. 

However, the mechani m pre cribed for monitoring the progre of TAP/FRP involved 

reporting by OC to a supervisory inter-ministeri al body, rather than reporting onl y to the head 

of a particular Ministry. This mechani sm was bypassed in favour of a process of rev iew by 

only the Secretary. Thus, the failure to adhere to the stipulated mechanism affected the 

efficient implementation of TAP. 

I 3.8.3 Non- Review of Monitoring by Group of Ministers 

The Group of Ministers (GoM) was to meet periodically to review the achievement of the 

prescribed milestone and the progress/report thereof wa to be placed before the CCEA 

every six month . The GoM wa re-constituted on 17Lh July 2012. Scrutiny of records, 

however, did not reveal any evidence of meetings to rev iew the progress of the T AP/FRP 

(2012-2014) having been conducted. The GoM was aboli shed in June 20 14. Thus, monitoring 

by GoM and CCEA were not carried out as envisaged . 
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MoCA (30 August 20 16) accepted the audit observations. 

3.8.4 Non linking of achievement of milestones to release of equity 

Infusion of equity was dependent upon achievement of specified milestones by AIL. AIL was 

initially directed to pre ent its performance against the milestones before the QC in order to 
enable any request for further equity infusion to be considered. However, MoCA in its note to 

CCEA preferred to take into consideration the request of the restructuring lenders and the 
direction of Reserve Bank of India that equity infusion by the Government of India (GoI) 
should be unconditional and not linked to any milestones. 

MoCA stated (02 February 201 6) that it would not be possible to strictly link the release of 
equity to achievement of milestones due to various factors which were not under the control 
of AIL. Ministry further stated (September 201 6) that non-infusion of equity as laid down in 
the TAP, would have resulted in serious liquidity issues/constraints for AI.The position of AI 

vis-a-vis its creditors/lenders would have deteriorated and that the very purpose of the 
TAPIFRP would have been defeated if it was starved of funds from Government. 

The reply of the Mini try was not acceptable as the approval of the TAP clearly indicated that 
infusion of equity was to be made on achievement of specified milestones by AIL resulting in 
turnaround of the financial position of AIL. 

In the report of the Comptroller and Auditor General of India No. 18 of 2011 on Civil 
Aviation equity infusion was recommended to be clearly and categorically linked to 
demonstrable, reali stic operational improvements (in line with the performance of 

competitors) according to specified timelines, and also undertaking necessary reforms (e.g. 
linkage of PLI to specific performance), such as those delineated in that report. Audit 
however noticed that equity had been released to AIL regularly wi thout linking such releases 
with achievement of prescribed milestones. As seen from para 3.7 above and table at 
Annexure II of thi s Report, some of the milestones which were to be achieved by March 20 15 
were yet to be achieved by the Company (September 2016). 

Financial Restructuring Plan sanctioned by the Government in April 2012 envisaged 

infusion of equity of ~42, 1 82 crore during the period from 2012 to 2032. The outstanding 

liabilities were re-structured over a longer term with the expectation that in future, cash 
credit would be within the limit of ~3645.87 crore. It was also expected that in addition to 
incremental cash flow from core air transport operations, AIL would earn annual revenues 

of ~500 crore through monetisation of its assets, totaling ~5000 crore over ten years. 

However, the targets for financial restructuring of the Company were not met fu lly. Though 
GoI released almost the entire equity commitment during the period from 2011-12 to 2015-
16, the release of equity during the initial years was lower than planned. The cumulative 
release planned upto the end of FY 2015-16 was however achieved through additional 
releases of funds over and above that planned during subsequent years (FY 2012-13 and 
2015- 16). The short release of equity led to higher borrowings of AIL during those years. 
Besides, as equity committed by GoI was for specific purpose, its quantum should have 
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been adjusted (reduced) due to the reduced requirements of AJL arising from lower level of 
Gol guaranteed aircraft loans and lower interest rate on NCD than envisaged. 

The Company failed to meet its cash credit limits leading to hort term loans ri sing to 

~14,550.88 crore a on 31 March 2016 against the TAP target of ~3645.87 crore. The 
significantly higher working capital shortfal l was on account of lower revenue generation. 
Revenue generated by AIL in 2014-15 and 2015-16 were lower than the targets in TAP by 
14 percent and 24 percent respectively. The positive impact of lower fuel costs and lower 

staff costs arising from rationalisation and transfer of staff to sub idiaries could not offset 
the shortfall in working capital. 

The cash deficit worsened as the company was able to earn only ~64.06 crore from 

monetisation during the period from 2012-13 to 2015-16 against the TAP target of ~2000 
crore over the four years. The assets identified by AIL for monetisation were not avai lable 
for monetisation due to absence of title deeds or due to conditions attached to the terms of 
lease. 

Considering the qualifications of statutory auditors and that of C&AG of India, the 
Company was yet to achieve positive Earnings before Intere t, Tax, Depreciation and 
Amortisation (EBITDA) by March 2015. 

Achievement of milestones prescribed in TAP for rationalisation of staff costs, hiving off 
subsidiaries, integration of IT systems, monetisation of assets, aircraft deployment and 
operational performance targets were partial or were significantly delayed. 

The monitoring framework for ensuring achievement of mile tones did not function 
effectively. The linkage of equity release to achievement of milestones was not adhered to. 

Even as the Company failed to achieve its objectives, equity continued to be released to the 
Company. 
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Chapter 4: Aircraft Availability 

4.1 Acquisition of aircraft 

Erstwhi le Air India Limited had executed a purchase agreement (30 December 200S) with 

Mis Boeing and M/s General E lectric (GE) for supply of SO Boeing aircraft (with GE 

engines) at an estimated cost of~33 197 crore consisting of 8 B-777-200 LR 13
, lS B-777-300 

ER 14 and 27 B-787-800. At the same time, er twhile Indian Airlines Limited (lAL) had also 

executed a purchase agreement (February 2006) w ith Mis Airbus/CFM fo r upply of 43 

Airbu aircraft (with CFM engines) at an e timated co t of ~8399.60 crore con i ting of 19 

A-3 19 ai rcraft, four A-320 aircraft and 20 A-32 1 aircraft . Both the companie , Air India 

Limited and Indian Airlines Limited merged in the year 2007. 

The results of review in audit of acquisition of aircraft by the two companies were discussed 

in the Report of the Comptroll er and Auditor General of India no.18 of 20 J 1 on C ivi l 

Aviati on. The impact of the acquisition on AIL and the present aircraft availabili ty w ith the 

airl ine is discussed be low for wide body (primarily Boeing) and narrow body (Airbus) fl eet. 

I Wide Body fleet 

4.2 Fleet of Wide Bod aircraft 

As per Turnaround Plan (TAP). the fl eet ize a on March 2016 was to be 4 1 aircraft agai nst 

which the actual fleet size was 40 aircraft as hown in the table below: 

Table 4.1 TAP target of Fleet size vis-a-vis actual fleet of wide body 

1 B-777-200 LR 08 08 03 08 03 
2 B-777-300 ER 12 12 12 lS 12 

3 B-787-800 14 19 16 21 

4 B-747-400 OS OS 04 

5 A-330-200 02 

6 A-340 02 02 
Total 27 36 39 41 40 

Source: SB/ Cap lnfo miarion Memorandum (Feb 2011} and i11for111atio11 recei1•ed from AIL 

/.I LR-Long Range 

" ER-£rrended Range 
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As seen in the table 4.1 , there is a reduction in B-777-200 LR aircraft (from envi aged eight 

in TAP to three) which was offset by additional B-787-800 aircraft (an increa e of fi ve vis-a­

vis TAP). The specific issues noticed in acquisition, di sposal and operation of these aircraft 

are detailed below. 

4.2.1 B-777-200 LR: Over provisioning of aircraft 

The C&AG of India had reported in Report No. 18 of 2011 on Civil Aviation in India that the 

purchase order for 50 wide body aircraft was much higher than the original plan of AIL 

(which was to procure 35 aircraft on firm ba is and 15 on optional basis). It was al so pointed 

out in the Report that the assumption that the acquisition of eight Ultra Long Range (ULR) 

aircraft would result in a further one-time yield increase of IO percent for non-stop service to 

New York and Chicago, was unduly optimistic. 

Sub equently, Mis SH&E, United Kingdom, a network consultant, appointed by AIL, post­

merger (2009), also pointed out that the wide body fl eet was oversised. The consultant 

suggested that the overall goal of the fl eet plan should be to consolidate onl y two wide body 

types (B-777-300 ER and B-787-800) and recommended sale/lease out of B-777-200 LRs 

consequent to induction of B-787-800. 

AIL had planned to acquire e ight B-777-200 LR aircraft. These aircraft had a max imum 

range of 7400 nautical miles (nm). Operations planned for these eight a ircraft were to New 

York, Chicago, Dubai , Singapore and Kuala Lumpur. As against the scheduled delivery by 

June 2009, the actual deli very could be completed by August 2009. 

Audit observed the following with regard to procurement and utili sation of B-777-200 LR 

aircraft: 

• In September 2009, a month after the last B-777-200 LR aircraft was deli vered to AIL, 

the Company dec ided (22"d Board meeting held in September 2009) to lease out three 

B-777-200 LR aircraft as surplus capacity of wide body aircraft was likely after receipt of 

the B-777-300 ER aircraft. 

• The proposed lease out of the three aircraft did not materialise and the airline deployed 

the B-777-200 LRs for operations. The aircraft were initiall y deployed for non top flights 

to Newark and New York. The operation of B-777-200 LRs on these non- top services 

contributed to losses of the airline. With progressive delay in delivering of B-787-800, 

AIL continued to operate B-777-200 LR on medium haul route like Frankfu1t , London, 

Pari , Tokyo, Toronto (since 2009- 10) to maintain the network, which added to los es. 

• The network consultants, SH&E had recommended that operation of B-777-300 ERs, 

with re-despatch 15 method, fo r non-stop operations to USA would lead to a much lower 

unit cost compared to B-777-200 LRs. This rendered the B-777-200 LRs redundant as the 

prime justification for their induction wa non-stop operations to US. 

IS Redespatch method: The conringencyf11el fro111 the origin to the initial destination is essentially used to fly to the destination f rom the 
Redespatch point (RP). Hence detennination of the initial destination and RP decides the quantum of benefit in tenn:. of payload or 
f uel saving achieved for the flighr. 
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• It was also seen that B-777-200 LR aircraft was un viable due to higher unit cost 

(per ASKM 16>, the number of seats on thi s aircraft being less by l 0417 seats as compared 

to B-777-300 ER. 

These facts indicated that procurement o f B-777-200 LR aircraft was ill advised. In 

November 2011 , AIL decided (41 51 Board meeting) that fi ve B-777-200 LRs would be leased 

out/sold outright. 

Management in their reply (02 February 201 6) stated the following: 

(i) The detailed techno-economic feasibility report prepared by a panel of internal experts 

at the time of procurement had tated that AIL should introduce ultra- long range type of 

aircraft to fl y non-stop to destinati ons in US from India to match the competition and to 

capture traffic which was moving away to the Gulf and Middle East carriers as also to 

South East Asian carrie rs like Singapore Airlines. 

(ii) Acquiring B-777-200 LRs was a conscious dec ision and there was no over provisioning 

at the time of initial ordering since these aircraft were to replace old aircraft i.e B-747-

200 /300/400, then deployed on India-USA sector. 

(iii) Though these aircraft failed to achieve the expected I 0 percent increase in yield, this 

was on account of global recess ion and competition from other airline which carry 6th 

freedom traffic over the ir hubs from India. 

(iv) The attempt to lease out these aircraft after acquisition was made mainl y due to the 

recession (2008). The LRs were now be ing deployed for operations to San Francisco 

due to the steep fall in fuel prices, the product per se was good and due to changes in 

the circumstances and the high cost environment, the operations with LR became 

unprofi table. 

The reply of the Management's was not tenable in view of the fo llowing: 

l . The original plan of AIL arising from the techno-economic feas ibility quoted in response, 

was to acquire 35 aircrafts on firm basis and 15 on optional basis. The order for fifty 

aircrafts was finali ed onl y later. 

2. Though the B-777-200 LRs were acquired for non-stop operations to US, they have 

actually been utilised in short haul routes as well. Besides Mis SH&E had recommended 

that B-777-300 ER be operated on US route for better viability which was implemented 

by the airline and which rendered the B-777-200 LR aircraft excess. 

MoCA (30 August 2016) accepted the fact that volatility in fuel prices was not considered at 

the time of the Project report. The Ministry stated in addition that EGOM has obtained 

additional concession of ~1 800 crore fro m Boeing/GE at the time of changing the order of 

aircraft in the fo1m of construction of MRO facility, suppl y of Simulators, Aircraft Training 

Institute, setting up of GE Engine overhaul fac ility and concessions for engines. 

16 

17 
ASKM-A1·ailable Seat Kilometres 
8 777-JOOER-342 seats. 8 777-200 LR 238 seats 
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The reply was not tenable as the additional concession in the form of MRO facility had not 

materialised since this faci lity was not fully operational even after 9 years. The GE facil ity 

was not operational till date. In add ition, the company suffered a loss of ~671.07 crore in the 

sale of five B-777-200 LR aircraft towards payment of interest of ~324.67 crore and incurred 

operational losses of ~12 1 4.49 crore. Company also incurred additional expenditure of 

~163.3 1 crore due to grounding of B-777-200 LR aircraft. 

14.2.2 Sale of five B-777-200 LR aircraft 

The Company issued Request for Quote (RFQ) for leasing out three B-777-200 LR aircraft in 

November 2009. The RFQ was re-issued in January, February and Apri l 2010. Though four 

offers were received , the aircraft were not leased out, reasons for which could not be 

ascertained from the records made available to Audit. RFQ was again issued (February 2012) 

against which offer of Air Canada for a lease rental of USD 7.5 million per month per aircraft 

was approved (March 2012). However thi s deal did not materialise as Air Canada asked for 

terms and conditions which were not acceptable to AIL. In a subsequent tender, (November 

20 12) the offer of Alfaco Aviation Lease and Finance Company, Kuwait to sell the aircraft 

for an average net sale price of USD 68 million per aircraft was approved. However, 
ALAFCO later withdrew their offer. 

Two parties, namely, Etihad Airways of UAE and German Aviation Capital, Frankfurt 

responded to the open tender of May 2013. The offer of Etihad for a sum of USD 

336.5 million for five ai rcraft (~2071 crore) was highest and was approved by Board 

(October 20 13). The aircraft have been deli vered to Etihad Airways, during the period from 

January 20 14 to Apri l 20 14. 

Audit observed that the price (of USD 67.3 million per B-777-200 LR aircraft) at which the 

five aircraft were old to Etihad Airways was significantly lower than the indicative market 

price of USD 86 to 92 mi llion per aircraft obtained by the Company from two parties, 

Mis AVITAS and M/s ASCENT before ini tiating the sale process. These reports were not 

made available to Audit, despite request. After opening the financial bid on 3 October 2013, 

Air India obtained another valuation of the aircraft from Aviation Specialist Group (ASG) 

who estimated the then market value at USO 93 mi ll ion to 96 million and the realisable value 

to be between USO 65 million to USD 72 million per aircraft (5 October 2013). Considering 

that the price offered by Etihad Airways (USD 67.3 million) was within this range of 
reali able value, AIL accepted the offer. However, it needs to be appreciated that the basis of 

acceptance was a va luation exercise carried out after opening the financ ial bids and that the 
market value of the aircraft could not be realised in the sale. 

Management replied (02 February 2016) that: 

(i) The valuation carried out by the outside experts was mainly with a view to find out 

the current values of B-777-200 LR. However the valuers had themselves ind icated that 

there were no sale and purchase of these aircraft in the market since a limited number of 

LR aircraft were produced by Boeing and if any airline wanted to sell these aircraft, then 
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the value could be much lower than the current market value since there was no market 

price establi shed or benchmark price available in respect of sale of these aircraft. 

(ii) After much deliberation it was decided that it was " in order" to sell five B-777-200 LR 

aircraft so that the outstanding loans on these aircraft could be repaid out of the sale 

proceeds of the aircraft. By doing so, AIL was able to save not onl y on interest and 

repayment obligations but also avoided the cost of maintenance of these aircraft in the 

future. 

(iii) The future savings of the Company on the sale of these aircraft substantially 

outweighed the shortcomings of the sale process. 

MoCA (30 August 2016) elucidated and reiterated the views of the management on the offers 

received on the sale of B-777-200 LR aircraft 

The reply is not acceptable in view of the following; 

i. Reports of Mis A VIT AS and M/s ACCENT Aviation had fixed a market value of USD 

86-92 million per B-777-200LR aircraft. The report of Mis Aviation Specialist Group 

which estimated a lower realisable value and on the basis of which the aircraft were sold 

to Etihad Airways was obtained only after opening of the fi nancial bids. Audit has 

commented on the aberration in the process of sale where the valuation on the basis of 

which the sale was finali sed was obtained only after completing the tendering process. 

11. While Audit appreciates the savings realised in maintenance cost and interest payments, 

such savings cannot justify the shortcomings of the sale process. It is pertinent to note 

that the TAP envisaged continued use of B-777-200 LR aircraft and Government had 

already committed to equity infusion for repayment of the loans taken for purchase of 

aircraft. 

j 4.2.3 Impact of procurement of eight 8-777-200 LR on AIL 

Procurement of the B-777-200 LR aircraft added to the losses of AIL as summarised below: 

• AIL incurred a book loss of <67 1.07 crore on the sale of five aircraft to Etihad, the 

valuation18 of these aircraft in the books of AIL being higher than the sales receipts by 

this amount. 

• The utilisation of these aircraft during 20 I 0-1 1 to 2015-16 remained very low compared 

to the target. Besides, in operating these aircraft, AIL incurred a deficit over variable cost 

of n214.49 crore and deficit over total cost of <4746.25 crore over the five year period 

from 2010-11to20 15- 16. 

• 

18 

AIL had to pay interest amounting to <324.67 crore on loans avai led for the purchase of 

the five B-777-200 LR aircraft which were sold subsequently. 

WDV-VT-ALA-"550.92 crore, VT-ALV-"540.89 crore, VT-ALC-"547.08 crore. VT-ALD-"555.95 Crore. VT-A LE-"547.05 Crore . Total 
~fiw~~raft wu n~i.OO cro~ 
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Management stated (02 February 2016) that these aircraft had now been deployed on the 

Delhi-San Francisco (SFO) route which had earned surplus over its variable cost of 

operations at PLF of 80-85 percent and that it had been proposed to re-configure these 

aircraft with 300 economy seats. Purchase of these aircraft was based on certain assumptions 

which did not materialise due to change in circumstances. 

MoCA (30 August 2016) stated that the assumptions made in the project report could not be 

termed as flawed as they were based on the circumstances prevailing at that point of time.The 

aircraft was being used in the Delhi SFO route. Further while the management stated that the 

B-777-200 LR would be reconfigured, MoCA claimed that the decision to reconfigure may 

not go through due to cost factors. 

The reply may be viewed against the following facts: 

1. India-USA sector has been historically a loss making sector which was pointed out in our 

earlier Audit Report no. 18 of 2011 and sti ll continued to be so as detai led in Para 7.4. 1.1. 

2. The subsequent operation compounded the losses of the Company on account of sale of 

five aircraft . Besides, AIL had deployed the remai ning B-777-200 LR aircraft on the Delhi -

San Francisco route in December 2015 after a lapse of six years from their last induction in 

August 2009. 

3. Whi le DEL-SFO route covered the variable cost (~2785. 14 lakh), its defi cit over total cost 
was ~4374.45 lakhs. 

I 4.2.4 Over provisionjng of B-777-300 ER aircraft 

AIL had planned (9 December 2005) to acquire fifteen B-777-300 ER aircraft having a 

maximum range of 5300 nautical miles. These aircraft were intended to be used for 

operations to USA/Canada via an intermediate point and for services to London from 

Mumbai and Delhi . 

Mis SH&E suggested deployment of these aircraft for the US sector. 

Considering the prevailing global economic conditions, AIL estimated that only nine aircraft 

(against the 15 ordered) would be essential and decided to cancel the order for the balance six 

B-777-300 ER aircraft (August 2009). 

However, cancellation of order was not possible in the absence of any cancellation clause in 

the purchase agreement with Mis Boeing. In fact, Mis Boeing demanded additional payment 

of USO 56 million (~257 crore) as cancellation liability and informed that three aircraft were 

already in production and, hence, they could not be cancelled. By July 2010, AIL received 12 

B-777-300 ER aircraft and deferred the receipt of the three balance aircraft. A supplemental 

agreement signed by AIL (22 January 2010) deferred the deliveries of the balance three 

B-777-300 ER aircraft to August 2012, January 20 13 and 3rd quarter of 2013 respectively. 

Mis Boeing had further deferred the delivery of these aircraft to June 2014, October 2014 and 

July 201 5. These three aircraft were yet to be received by AIL (March 2016). 
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With three aircraft already in excess, the airline requested Go! to take them over for VVIP 

operations. Go! has agreed to the proposal of AIL. It was accordingly decided to transfer two 
B-777-300 ER aircraft with effect from 1October201 5 to Indian Air Force. 

Audit observed changes in decision on acceptance of the three balance B-777-300 ER 
aircraft. A senior level inter-departmental committee of AIL had initially recommended 
(October 2010) swapping of ten B-737 aircraft for three B-777-300 ER aircraft, subject to the 
commi tment that Mis Boeing would not levy charges for cancelling the order of these three 
B-777-300 ER aircraft. Subsequently (June 2011), the same committee recommended 

induction of these three units. 

Management stated (02 February 2016) that with at least one or two aircraft in maintenance, 
10 out of 12 aircraft have been utilised extensively with a standby aircraft. It was 
further stated that progressively two aircraft will be transferred to Defence Ministry in the 
year 2015- 16 leaving only ten for operations. Management also informed that the Board had 
decided to continue with the order for delivery of the three balance aircraft in the last quarter 

of 2017-18. 

MoCA stated (30 August 201 6) that two of the B-777-300 ER aircraft in the fl eet have been 
earmarked for VVIP and remai ning for non-stop operations to USA and UK. 

Reply of MoCA points to the fact that ten B-777-300 ER aircraft are adequate for present 
operations. It was al so noticed that the uti lisation of these aircraft were less than optimum as 
pointed out at Para 5.3 in Chapter 5. The utilisation of these aircraft reduced further during 

the period 2015-16, as compared to 20 14- 15. 

14.2.5 Effect of deferment of three B-777-300 ER aircraft 

AIL had placed an order (03 November 2006) on Mis. Thales (Thales) for purchase of In­

flight entertainment (IFE) equipment for 23 aircraft (8 B-777-200 LR and 15 B-777-300 ER 
aircraft). As AIL deferred the delivery of three B-777-300 ER aircraft, these could not be 
supplied to Mis Thales for fitting of IFE systems. Mis Thales served a termination notice (21 
March 2014) to AIL for breach of the contract for short fitting Thales IFE equipment on three 

deferred B-777-300 ER aircraft. During the negotiations (January 20 15), it was agreed that 
AIL would make a one time lump sum payment of USO 4,089,852 (~22.49 crore 19

) as full 
and final settlement and reimbursement of proportionate credits for non-delivery of these 
three aircraft. Thus, deferment of the three aircraft led to avoidable additional expenditure of 

~22.49 crore. 

In reply Management stated (02 February 20 16) that AlL had signed an agreement with Mis 
Thales according to which Mis Thales would reimburse the amount, in the event AIL takes 
delivery of the three balance B-777-300 ER ai rcraft. 

MoCA (30 August 2016) concurred with the reply of AIL that Mis Thales would reimburse 
the amount in the event AIL take delivery of the three balance B-777-300 ER aircraft. 

19 !NR-USD Exchange rate of l US$= r55. 
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The reply would be verified in future audits as the agreement with Mis Thales for the three 
B-777-300 ER is yet to be signed. 

[ 4.2.6 Inordinate delay in delivery of B-787-800 aircraft 

The B-787-800 ai rcraft were medium capacity long range aircraft, having a maximum range 

of 5100 nm. These aircraft were to be used in the hub and spoke configuration connecting 

domestic airports and long haul services to USA/Canada/UK. It was anticipated that B-787-

800 aircraft would take over most of the B-777 routes (except non-stop India-USA routes) 

and deliver better efficiency and lower costs. As per the procurement agreement, the 

scheduled delivery period was September 2008 to December 2010. The actual delivery was 

delayed due to defects in design and problems encountered by Mis Boeing during the 

production and flight testing of these aircraft. The delay ranged between 1368 days to 1643 

days. AIL had acquired 2 1 B-787 aircraft till March 2016. 

Delay in induction of the B-787-800 aircraft led to AIL operating ex isting inefficient aircraft 

on the routes earmarked for B-787-800 aircraft. AIL es ti mated the fi nancial impact of the 

delay at ~6937 crore for the period from 2008-09 to 201 1- 12. AIL lodged an initial 

compensation claim of USO 7 10 million (~3390.96 crore) 20on Mis Boeing, considering the 

actual days delayed and the average lease rate (@USD 30,000 per day). The claim wa 

substantia lly lower than the estimated loss. 

Audit noticed that the contract provided for liquidated damages (LD) subject to a cap of 180 

days of delay which amounted to USD 148 million. M/s Boeing initially agreed to pay USO 

148 million which was rai sed to USD 328. 12 million fol lowing several rounds of negotiation. 

The matter was considered by a Group of Ministers (GoM) on 25 July 20 12. GoM 

recommended that AIL be al lowed to accept the compensation of USD 328.12 million and 

take delivery of aircraft under the revised schedule, since the need to induct new aircraft was 

undeniable. The recommendation of GoM was approved by the Cabinet Committee on 

Economic Affairs (CCEA) on 03 August 2012. Thus, AIL received a compensation nearly 

half of its claim which was much lower than the actual losses incun-ed by the airline due to 

delayed delivery. 

Management stated (02 February 20 16) that AIL was unaware of any delay in delivery of the 

B-787 aircraft at the time of signing the purchase agreement. Management also added that the 

Company had been successful in getting enhanced compensation of USD 322 Mill ion. 

MoCA (30 August 2016) explained that AIL negotiated extensively with M/s Boeing, and 

was able to raise the compensation amount. MoCA further stated that the delay in supply of 

B-787-800 was beneficial to AIL. In the exit meeting of the Performance Audit on 

'Turnaround Plan and Financial Restructuirng Plan of Ai r lndia' held on 26 October 20 16, 

MoCA stated that AIL was able to negotiate higher compensation than what was indicated in 
the Agreement. 

Ministry's reply should be viewed in the light of the fact that AIL received a compensation 

lower than the estimated actual losses incurred by the airline due to delayed delivery. 

20 Based 0 11 USD average rate o/ 2009-10 
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Delayed delivery also resulted in sub optimal uti lsation o f B-777-200LR on medium haul 

operations. 

Further, as discussed by the Board o f AIL, the delayed deli very of B-787 aircraft al so led to 

loss of profitability due to usage of old aircraft vis-a-vis new aircraft by competitors, payload 

penalties resulting in boarding being denied to passengers and baggage being left behind and 

scaling down of the operations. 

I Narrow Body Aircraft Fleet 

4.3 Shortage of Narrow Body Aircraft 

The fleet plan in TAP included induction of narrow body aircraft primarily for expanding the 

domestic and short haul routes to med ium haul routes . It envisaged increase in narrow body 

fl eet from 62 in September 20 11 to 74 in March 20 16 as indicated in the table below: 

Table 4.2: TAP target of fleet size vis-a-vis actual fleet of narrow body aircraft 

Fleet size Fleet size 
envisaged Fleet envisaged Fleet size 

in TAP inTAP size in TAP 
A 3 19 24 19 22 19 22 

2 A320 18 19 20 18 24 

3 A 321 20 20 20 20 20 

4 A 320(1S) 14 17 
Total 62 72 62 74 66 

Source: SB/ Cap lnfo nna 1io11 Memorandum (Feb 2012) a11d infomration received from Al 

The above table indicates that the fleet size remained unchanged at 62 (as on March 20 15). 

The network consultant, Mis SH&E appointed by AIL (2009) had pointed out that the AIL 

fleet was undersized in terms of narrow body aircraft. The consultant had, inter al ia, 

recommended sourcing ten new A-320 aircraft along with disposal of old A-320 fleet. 

However, as on 3 1 March 20 16, the fleet size consisted o f 66 aircraft, against target of 74 

aircraft. 

Management replied (02 February 20 16) that a per TAP fleet plan , all inductions were under 

A-320 Indian Shuttle (IS) type. However, in the Board meeting held in March 2011 , the then 

Commercial Director had stated that there was no intention to create a separate Indian Shuttle 
(IS) brand for the domesti c market. Management also stated that as part of TAP 

implementation they had pursued the achievement of target profi ts rather than target capacity. 

As a first step towards this, replacement of old A-320 fleet was pursued and approvals were 

obtained from Board intending a higher dail y utilisation of 12 hours with new aircraft. 

MoCA stated that replacement of the old classic fl eet could not be completed despite several 

attempts for leasing and it was only in 2015 that the fir L leased A-320 aircraft was delivered. 

Therefore, it was decided not to withdraw these old aircraft so as to maintain existing 
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capacity dep loyment, otherwise withdrawal would result in a further loss of market share. 

Further, AI has now s igned lease agreement with th ree lessors for additional 20 new A-320 

aircraft, delivery of which would commence from 20 17. 

The reply needed to be viewed against the fact that replacement could not be accompli hed 

even by March 2016 although the Board had decided to replace the ten old cla sic A-320 

aircraft in September 2010. Moreover, utili sation of old clas ic aircraft had adver ely affected 

the dai ly util isation and neither targeted acquisition nor daily utilisation could be achieved. 

4.3.1 Delay in replacement of old classic fleet of A-320 aircraft 

Mis. SH&E (network con ultant) (May 2010), ob erved that the 1989- 1994 vintage A-320 

with Y2500-A I engines were uneconomical and needed to be pha ed out urgently a 

maintenance cost of these aircraft was USD 4 mi ll ion per year per ai rcraft. Mis. SH&E, 

recommended immediate leasing of ten A-320/B-737 a ircraft to replace these classic aircraft. 

During July 20 I 0, the Board considered and approved (March 20 11 ) the recommendation of 

Mis. SH&E, for dry leasing of l 0 new A-320 aircraft. The Board wa appri ed (March 2012) 

that turnaround plan (TAP) envisaged aggressive fleet induction; however, the ame wou ld 

involve incremental lease charge which was ri sky keeping in view the financial position of 

Air India. Therefore, pending Government approval for FRP and financial constraints of AI, 

ai rcraft inducti on had not progressed. Board approved (May 2013) the neet renewal plan 

envisaging leasing of I 9 A320 units as replacement capacity to maintain network and 

authorised management to issue RFP for the same. 

The Company took more than three years (May 20 I 0 to August 20 13) to float the global 

tender after recommendation of the consultant. M/s China Aircraft Leasing Company 

(CALC) was the sole qualified bidder. M/s CA LC submitted its bids through e-mail which 

was in contravention of the general terms and condition of tender. However, Mis CALC wa 

given a chance to furn ish bids a per tender requirements and tender c losing dates were 

extended twice. Aud it noticed that two of the other shortli sted bidders (viz., Bank of China 

and AW AS, S ingapore) had withdrawn thei r bids. 

AIL executed a lease agreement with Mis CALC for inducting five A-320 aircraft in June 

2014. The Company has also s igned a lease agreement for 14 A-320 aircraft in March 20 16 

delivery of which would commence from 20 17. Though the consultant pointed out urgent 

need for the aircraft, AIL could induct only five aircraft till March 2016 i.e. even after fi ve 

years. 

The inord inate delay in the process of leasing I 9 A-320 aircraft defeated the objective of 

reducing maintenance costs through replacement of A-320 aircraft. 

M anagement stated (02 February 20 16) the fo llowing in reply: 
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Though concerted e fforts were made to replace the o ld classic fleet, no suitable aircraft was 

available in the market for whkh the deal could be concluded. Therefore, ATL concluded the 

deal in two parts with CALC and ALAFC0 2 1
• 

The amount spent on maintenance cost of old aircraft would be more or less equal to the 

amount AIL would have contributed towards maintenance reserve of new aircraft. AIL did 

not incur any additional cost except on schedule interruptions. Besides, due to Company's 

financial situation , induction of these aircraft on lease was postponed. 

Extension of tender was al lowed to encourage and ensure sufficient participation. Bids 

received from CALC were not rejected due to logisti c reason. Further, it has been AIL' s 

experience that in view of lengthy tender process and time taken to comply with all tender 

conditions, bidders often withdrew their bids as was the case of two bidders withdrawing 

their bids after technical evaluation. Moreover, the Lender was awarded with the approval of 

Board . 

MoCA replied that the leasing acti vities could not be completed due to weak fi nancial 

position of the Company, high cost of operations in view of the steep increase in fuel prices 

leading to a number of domestic routes also not meeting the operating costs, etc. 

The reply was not tenable in view of the following: 

Despite approval of the Board for leasing ten aircraft in September 2010, the tender was 

issued only in August 2013, after 34 months. Such a long delay points to ineffi ciency of the 

procurement process given the urgency of the requirement. 

The contention that maintenance cost of old aircraft would be equal to contri bution required 

for maintenance reserve for new aircraft was not tenable as the Management had informed 

the Board of the high maintenance costs of the o ld aircraft emphasising the need to replace 

these uneconomical old classic aircraft urgently. Besides, continued use of old fleet led to 

poor deployment and utilisation of narrow body fleet as detailed in Para 5.4 and 5.5.2. 

Audit pointed out the fl aws in the tendering process and highlighted the fact that there was no 

competitive discovery of price even after the prolonged tendering process carried out by the 

airl ine. 

4.3.2 Non-fulfilment of commitments by manufacturer in respect of Maintenance 
Repair and Overhaul (MRO) and warehouse facilities by Airbus 

As highlighted in Performance Audi t Report on 'Civil Aviation in India' (AR 18 of 2011 ), 

the minutes of the meetings of Empowered Group of Ministers for the AIL aircraft 

acquisition from Ai rbus inter-alia reflected the commitment of Airbus to assist the creation of 
MRO facili ties in India in association with the promoters. The estimated investment was of 

the order of USO 100 million. AIL entered into a JV agreement with EADS (the parent 

company of Airbus Industries) in October 2008, however there had been no progress till date 

(March 2016) in setting up the facil ity. 

21 Air India Board in May 2013 approved the fleet renewal plan em •isaging leasing of 19 A320 units as replacement capacity to maintain 
network and authorized management to issue RFP (Request for Proposal) f or tire sa111e. In August 20 15, Al.AFCO was selected to 
lease 14 A320 aircraft with NEO engines for a lease ter111 of 12 years. Re111aining 5 a ircrafts were leased f ro111 CA LC. 

35 



Report No. 40 of 2016 

In response Management stated (September 201 5) that though efforts were made by the 

Company during the period from 2007 to 20 13, it fai led to reach any agreement with Airbus 

on the terms of MRO. The Company (November 2012) requested MoCA to take a final view 

on the matter and advise AI on further course of action. 

MoCA replied that this matter was be ing investigated by another Government agency and 

hence no comments were offered. 

All the aircraft have since been deli vered (last a ircraft delivered in May 2010) though the 

commitment of Airbus regarding setting up of a MRO facility had not been fu lfi lled. In the 

absence of any enabling clause in the purchase agreement, no specific action in thi s regard 

had been taken by AIL. Though Airbus did not fulfi l its commitment regarding investment in 

MRO faci lity, AIL paid the agreed sale price for the A-320 aircraft to Mis Airbu . 

I 4.3.3 Disposal of old aircraft 

Audit noticed considerable delay in disposal of old aircraft as discussed be low. 

I (A) Disposal of A-320 vintage aircraft 

AIL Board (May 2009) approved di sposal o f five22old A-320 aircraft of 1989 and 1990 

vintage. MoCA conveyed its approval in February 2010 for sale of these A-320 aircraft. 

Subsequently Board approved ( 15 March 2011) disposal of another three A-320 

aircraft.23There was a delay of 2 1 months (November 20 1 J) in completion of cannibalisation 

proce s and delay of another eight months was noticed in finalisation of tender. The tender 

was floated only in August 2012. The bids were opened on 30 August 20 12 but due to 

di sagreement between Material Management department (Engineering) and Finance 

department (January 2013) regarding the highest bid, it was decided to retender. After seven 

rounds of tendering, six aircraft could be disposed off at a total value of < J .27 crore after 

delay of 3 1 months (from August 2012 to March 201 5). Besides, two aircraft were still lying 

un-disposed as on July 2016 due to non-removal of mounted engines. AIL had to pay 

insurance premium of <3.56 crore for the period that the aircraft remained un-disposed 

against which it could reali se only an amount of< l.27 crore from disposal of s ix aircraft. 

Management replied (February 2016) that after receipt of initial bid, several attempts were 

made by MMD & Engineering Department to approve the sale, but the Finance Department 

had not agreed. Moreover, the matter was also referred to Headquarters of the Company but 

no firm decision was taken inspite of hav ing legal opinion to clear the fil e a per tender 
term . Resultantly the tender was cancelled and bids invited again with higher re erve price. 

However, due to receipt of a price lower than the reserve price and non compliance with the 

reserve price conditions, attempts to retender were made. 

MoCA has substantiated the reply given by the management. 

12 

2J 

Fi1•e A-320 aircraft identified for disposal in May 2009 were VT-EPD, VT-EPL, VT-EPM, VT-EPO and VT-EPQ. 

Three A-320 aircraft ide11tifietl f or disposal i11 March 2011 we re \IT-ESA. VT-ESG and VT-ESK. 
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The reply of the Management points to lack of coordination between various departments 
involved in the disposal of scrapped aircraft. With delay in disposal, AIL continued to incur 
insurance cost whi le the aircraft occupied hangar space unnecessari ly. 

I (B) B-737-200 freighter aircraft 

Board of Directors of AIL approved (September 2010) the disposal of six B-737-200 
freighter aircraft for which approval of MoCA was conveyed on 8 February 20 11 . As these 
aircraft were in a fly-worthy condition, the Board decided to dispose them preferably in 
serviceable condition. 

By the time the tender for making them servicable was floated (December 20 11 ), the 
certificate of airworthiness of fi ve of the six aircraft had expired. The reserve price for the 
aircraft were however fixed at ~3.26 crore (USO 725,000) per aircraft considering them to be 

airworthy. 

The company received the highest bid from Mis Aerothrust (March 2012) for a total value of 
USD 516500 (~2.64 crore @ ~5 1.1 5 per USO) which was much lower than the reserve price 
and hence the same was not considered. It was therefore proposed ( 15 May 2012) to invite 

fresh bids. Subsequently after three more rounds of tendering, the aircraft were disposed at a 

total value of ~l.1 5 crore (May 2015), three years later. The value obtained in the sale was 
lower than the bid received earlier by ~ 1.49 crore. 

The Company stated (February 2016) that efforts were made to request the highest bidder to 
meet the reserve price. Decision making at the vendor's end took considerable time on one 
hand and on the other hand, the vendor cited a closure date of 15 February 2013, which the 
Company was not able to meet as requisite approvals were not in place. Thereafter, the 

vendor claimed time bar and also stated that the preservation status of the aircraft was not in 
an acceptable fo rm. Resultantly, the tender was cancelled and fresh bids invited. 

MoCA stated that the mini mum reserve price for the 6 freighter B-737 aircraft was based on 
the book value as on l st April 2012, which was high as the Company had spent large sums in 

2007-08 for converting the aircraft into freighter aircraft. 

As the Company was unable to estimate realistic reserve price for old aircraft which were not 
airworthy; it fixed a higher reserve price for disposing B-737-200 freighter aircraft which 
resulted in loss of ~l.49 crore and an additional expenditure of ~55.95 lakh on payment of 

insurance premium (during the period 2010-2015). 

AIL has a mismatch of wide and narrow body aircraft. While wide body aircraft have been 
over-provisioned, it does not have adequate number of narrow body aircraft. 

Over-provisioning has cost the airli ne on procurement and sale of B-777-200 LRs, and 
indecision regarding delivery of three B-777-300 ER aircraft. Besides, late delivery of B-787 
aircraft compounded the airline's losses. Owing to infirmity in the contract, AIL could 
recover from Boeing only a fraction of its actual loss due to delayed delivery. 
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Though the Company was aware of the acute shortage of narrow body aircraft as early as 

May 20 I 0, AIL delayed leasing of A-320 aircraft. As against a requirement of I 9 aircraft, 

the Company has managed to induct only five aircraft till March 2016. 

Disposal of old aircraft was also delayed considerably. This resulted in realisation of lower 

value for these aircraft, and extra costs due to additional insurance premium. 
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Fleet deployment and fl eet utili ation are key performance indicator for airline operations. 

Fleet deployment is the number of aircraft put into operation whi le aircraft utilisation is the 

average number of hours (during each 24 hour period) that an aircraft is actually in fli ght. 

The TAP (2012) had laid down targets for uti li ation of aircraft by AIL. Audit scrutinised the 

capacity deployment and utili ation of wide and narrow body aircraft and noticed ignificant 

deficiencies. The findings are di cussed below: 

I Wide Body Aircraft 

5.1 Fleet Deployment 

The over-provisioning of wide body aircraft by AIL already discussed in Chapter 4 , impacted 

their deployment pattern. While the deployment of the older B-747-400 and A-330 has been 

very poor, the deployment of newly acquired aircraft (B-777-200 LR, B-777-300 ER, B-787-

800) was also been ignifi cantly low varying between 50 percent and 80.95 percent over the 

period from 2013 to 2016. The actual deployment of wide body aircraft over the period from 

2010-1 1to2015- 16 is indicated in the table below: 

Table 5.1: Percentage of deployment of wide body aircraft 

Type of aircraft 2010-ll 2011-12 

8 -777-200 LR 93.75 87.50 

8-777-300 ER 66.67 83.33 

8-787-800 O* O* 

8-747-400 50 50 

A-330 50 50 
Source: /11fomwtio11/11mished by AIL 
*8787-800 deli1'ery commenced from September 20/ 2_ 
#A330 re/Limed back 011 comple1io11 of lease 

2012-13 2013-14 2014-15 

93.75 62.50 50.00 

83.33 79. 17 75.00 

83.33 56.82 76.32 

40 30 20 

50 75 # 

2015-16 

50.00 

79. 17 

80.95 

25.00 

# 

Deployment of all aircraft shows a declining trend. In fact, in 2015- 16 only 73 percent of 

avai lable aircraft capacity was deployed (29 deployed out of 40 aircraft). Deployment of 

aircraft remained low as they were grounded for considerable periods, due to cannibalisation 

of part , non-availability of erviceable engines, non-maintenance of sufficient float of 

components/parts/spare , etc. a di cussed in the paragraph below. 

Management stated (02 February 2016) that the deployment of wide body aircraft was low 

only in the case of B-747-400 aircraft and B-777-200 LR aircraft as their cost of operation 
was high. Three B-747-400 were being used for VIP operations. Plan were underway to 

reconfigure the B-777-200 LR aircraft to around 300 seats to bring down the per seat cost and 

with fa ll in fuel prices, the Company had started operations to San Frans isco (SFO). 
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While concurring with the management reply on hjgh operating cost of B-747-400 and 

B-777-200 LR, MoCA stated that now B-777-200 LR were being put into operations with fal l 

in fuel prices. 

The fact remained that B-777-200 LR had been put into full-fledged operations onl y almost 

after nine years after their procurement. The plan of AIL to reconfigurate the aircraft to 300 

seats needed to be reviewed in the light of the fact that the cost of operation of B-777-200 LR 

aircraft was rugh mainly due to the high price of fuel. Since, B-777-200 LR were being put 

into operations now with fall in fuel prices, as stated by MoCA, the cost benefit analysis of 

reconfiguration of the seats needs to be reworked. Further, reply of MoCA i not acceptable 

as the deployment of the newer aircraft; B-777-300 ER and B-787-800 was also not optimal 

as seen from the table although it improved marginally in 2015-16 as compared to 2014-15. 

MoCA also stated that B-747-400 should not be considered for fl eet deployment, but B-747-

400 was a part of the fleet and had been shown in the TAP projection too. Further, MoCA in 

their reply (30 August 20 16) stated that the decision to reconfigure the B-777-200 LR may 

not be approved due to cost factors. 

5.2 Grounding of Aircraft 

One of the reasons for low deployment was that aircraft were 

grounded for extended periods. furcraft are grounded for 

normal maintenance and checks, on specific instructions of 

DGCA for safety purpose, repairs including accident repairs, 

modifications, etc. Wrule some reasons for grounding of 
aircraft were beyond the control of the airline, others were 

controllable and avoidable. 

Audit noticed that the main cause of grounding of AIL aircraft 

was non-availability of spares leading to cannibalisation of 

spares from one aircraft to another, escalating the grounding 

period and loss of flying hour . In case of ome aircraft, the 

initial provision of spares was lower compared to the 

recommended list and orders for spares were placed onl y as 

and when the need aro e. Credit-hold24 by major 

manufacturers/suppliers and long lead time of vendor for 

supply of spares, aggravated the situation. Besides, the 

requirement of spares for servicing the aircraft kept changing 

as parts of the aircraft were cannibalised and used for other 

line aircraft. The percentage of aircraft grounded during the 

period from FY 2010-11 to FY 2015-16 is given in the table 

below. 

u If an account is put on credit-hold due to 0111s1andi11g payments, all supplies/sales 011 credit to the account are also plll on hold. 
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Table 5.2 Aircraft grounded (in percentage) 

Type of aircraft 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 
B-777-200 LR 6.25 12.50 6.25 37.50 50.00 50.00 

B-777-300 ER 33.33 16.67 16.67 20.83 25.00 20.83 

B-787-800 0.00* 0.00* 16.67 43.18 23.68 19.05 
B-747-400 50.00 50.00 60.00 70.00 80.00 75.00 

A-330 50.00 50.00 50.00 25.00 0.00# 0.00# 
Source: lnformatwn received from AIL, Please refer table 4. I 111chapter4 for the number of each type of mrcraft. 
*8 787-800 delivery commenced from September 2012. 
#A330 retumed 0 11 expiry of/ease 

MoCA confirmed the facts and concurred with the reply of the management that the reason 
for grounding was shortage of spares which led to cannibalisation of parts. 

The reasons for grounding were scrutinised by Audit. The results of scrutiny are given below: 

5.2.1 Grounding for regular scheduled checks/ tasks 

As per the aircraft maintenance programme, regu lar checks were carried out to keep the 
aircraft airworthy and safe for operations. Each check category involved tasks that were pre­
packaged and in line with a fixed schedule. Keeping in view the technical guidelines, the 
Company planned these regular scheduled checks for each type of aircraft in advance. 

I 5.2.1.1 Delay in scheduled checks/ tasks leading to excess grounding of aircraft 

Audit observed that the time taken for completion of regular scheduled checks (during 2010-
2016) exceeded the norm/planned period. Besides, different grounding periods were noticed 
for the same check and same aircraft type. The fl eet-wise delays for regular checks were as 
indicated in the table below: 

Table 5.3: Fleet wise delay for regular checks 

Type of Period Total Checks Remarks 
aircraft/fleet carried out 

during the period 

B-747-400 2010-16 39 

B-777-200 LR 2010-16 78 

B-777-300 ER 2010-16 171 

Out of a total of 39 checks, delays ranging from 
1 to 227 days were noticed in 25 cases. (16 
cases were observed in the range of 1 to 50 

days, 5 cases between 51 to 100 days, and 4 
cases more than 100 days.) 

Out of a total of 78 checks, delays ranging from 

1 to 147 days were noticed in 42 cases. 

(34 cases were observed between 1 to 50 days, 
2 cases between 51 to 100 days, 6 cases more 
than 100 days) 
Out of a total 171 checks, delays ranging from 
1 to 263 days were noticed m 70 cases 
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T)pe of' Period Total Checks Remarks 
aircrnft/lket carried out 

during the period 

(66 cases were observed between 1 to 50 days, 
I between 51 to 100 days and 3 more than 100 
days). 

B-787-800 2010-16 35 Out of total 35 checks, delays ranging from l to 
131 days were noticed in 15 cases. (14 cases 
were observed between 1 to 50 days and one 
more than 100 days). 

These delays needed to be viewed in the contex t of the recurring finance cost incurred by AIL 
for the purchase of the new aircraft (B-777-200LR and B-777-300ER) and the lease rentals 
borne by the Company for the other aircraft procured on sale and lease back mode (B-747-
400 and B-787). While the airline paid lease rentals/finance costs, the aircraft remained 

grounded defeating the purpose of their procurement. The unfruitful expenditure incurred by 
the AIL on thi s account was ~92 .96 crore (2010- 2016). 

Management accepted the fact that aircraft remained grounded for prolonged periods and 
stated that excess grounding was mainly due to non-availability of spares and occasionally 

due to deployment of manpower for VVIP aircraft. 

MoCA (30 August 2016), while concurring the views of the management, further stated that 
the delay in carrying out checks are more in respect of B-747-400 and B-777-200 LR aircraft 
which were not being used mainly for scheduled operations and there were lower delays in 
checks in respect of B-777-300 ER and B-787-800. Further, no aircraft were on ground on 
account of cannibalisation and all aircraft were flying. 

Reply of MoCA was not tenable as even during 201 5-16 the delay in checks of B-787-800 
aircraft ranged from 1 to 131 days and delay in respect of B-777-300 ER aircraft from l to 57 
days . Delays in respect of B-747-400 aircraft ranged from 1 to 227 days. Moreover, during 
2015-16 VT-AND, VT-ANJ, VT-ANH and VT-ALS aircraft were grounded for more than 2 

months. 

5.2.1.2 Grounding of aircraft for more than six months 

Audit noticed instances of prolonged grounding, i.e. for periods exceeding over six months. 

During these prolonged periods when the aircraft were on the ground, they were canni balised, 
thereby extending the grounding period further. For the period the aircraft remained 
grounded, the airline continued to pay finance charges (for owned aircraft) and lease rent (for 
leased aircraft). Instances of grounding for more than six months during the period 2010-11 
to 2015-16 are tabulated below: 
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Table 5.4: Aircraft grounded more than six months 

T~·pe of 1 Reason for Duration of grounding and I Finance cost Lease rent 
aircraft Aircraft grounding percent (~in Crore) (~in 

m~ I Cro~ 
B-747-
400 

B-777-
200 LR 

B-777-
300ER 

B-787-
800 

VT-ESN Check C and 8 July 20 13 to March 20 16 
further (46%) 
cannibalisation 

VT-ESO Check C and February 201 2 to June 20 12, 

VT­
ALH 

YT­
ALG 

YT­
ALR 

further June 20 13 to August 20 13 and 
cannibalisation April 20 14 to July 2014 (18%) 

P and C check* 17 January 2012 to 9 April 2012 
and 10 Augu t 2012 to 9 
February 2015 ( 49%) 

To fac ilitate 14 April 20 14 to 24 November 
redelivery of sale 20 15(24%) 
aircraft 

C Check 17 September 20 12 to 19 June 
20 13 (14%) 

YT-ANI Boeing Reliability 23 April 20 14 to 14 February 
Modification plan 20 15 (34%) 

YT­
AND 

and further 
cannibalisation 

Boe ing Reliability 0 I January 20 15 to 26 
Modification plan November 2015 
and further (26%) 
cannibalisation 

208.74 

44.73 

90.59 

72.72 

10.19 

58.63 

66.84 

Total 173.50 378.94 
Source: Data from AIU Engineering 

*c check: 10000 flying hours or 24 months which ever comes earlier. 
P''Check ·· More 1ha11 2000 flying hours or 240 day.1 whiche1•er comes earlier 

(Percentage calcularion of Grounding of aircraft in respect of VT-AUi. VT-A LG. VT-A LR. VT-AN/. and VT-AND is for rhe period from their 
induction in sen•ice. Percentage of Grounding of aircraft in respect of VT-ESN wul VT-ESO is for the period from 2010 to 2016). 

MoCA concurred with the v iews of the management and tated (30 A ugust 2016) that the 

de lay was main ly d ue to non-availability of pares aris ing from vario us reasons. 

I 5.2.2 Sub-optimal deployment of B-787-800 aircraft due to aircraft related problems 

Audit observed sub-optimal deployment o f B-787-800 aircraft. The reasons for such 

sub-optimal deployment are di cussed below. 

I 5.2.2.1 Unplanned grounding of 8-787-800 aircraft due to battery problems 

AIL had o rdered (December 2005) a fleet of 27 B-787-800 aircraft from Mis Boeing, the firs t 

o f these a irc raft was to be de li vered in September 2008. Due to various technical reasons, the 

fi rst six airc raft were de livered four years late r (fro m September 201 2 to December 20 12). 

All these s ix aircraft had to be grounded soon after the ir induction for over four months ( 17 

January 2013 to 4 June 20 13) o n account of reported malfunctioning o f Lithium-ion Battery. 

The airline lost an estimated amount of ~527 crore (USO 95.95 million as worked out by 

AIL) for the 19 weeks that these aircraft remained grounded . 
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Audit noticed that the purchase agreement did not contain any provision for levying penalty 

on the manufacturer in case of ' inherent technical fault '. In fact, the purcha e contract 

specified that Mis Boeing would not be liable for any consequential or other damages due to 

loss of use, revenue or profit due to any fault in the aircraft. As such, Mis Boeing did not 

have any contractual obligation to pay compensation to AIL. 

AIL claimed a compensation of USD 50 million. Following protracted negotiations, Mis 

Boeing agreed to pay USD 24 million in cash and USD 3.4 million towards waiver of late fee 

on AIL's spares account. In the absence of a specific provision in the agreement, AIL fai led 

to recover its claim from Mis Boeing. 

Management replied (02 February 2016) that Mis Boeing refused to enhance the 

compensation as it was not covered by the agreement and they had accommodated AIL by 

accepting delay in payment of balance amounts towards the ai rcraft delivered ti ll date by 

waiver of interest charges on the delayed payment etc. 

MoCA too (30 August 201 6) stated that the purcha e agreement did not contain any provision 

for levying penalty on the manufacturer and AIL was able to negotiate and obtain USD 24 

million. 

The reply confirmed the finding that in the absence of specific provision in the purchase 

agreement, a meagre concession could be obtained as a special business consideration. AIL, 

meanwhile, incurred sub tantial expendi ture due to unplanned grounding on account of 

mechanical defect in the ai rcraft, which was a design defic iency attributable to Mis Boeing. 

5.2.2.2 Frequent grounding due to technical snags faced during operation of B-787-800 
aircraft 

Dream) iner (B-787-800) aircraft had been identified as the workhorse of AIL (September 

2011 ). However, the aircraft suffered continuous technical snags since its inception in AIL's 

fleet. 

Due to technical snags, B-787-800 aircraft remained grounded for 274 hours in 20 13 (January 

to December 201 3). This increa ed to 1464 hours by March 2016 (January 2015 to March 

2016). Audit also noticed that some of these problems were of a recurring nature. As the 

aircraft were under the warranty period of 48 months at that time, the repairs were carried out 

by Mis Boeing free of cost. However, the Company continued to suffer due to un-scheduled 

grounding of the aircraft. Considering the increasi ng incidence of technical snag , Aud it is of 
the opinion that, there was a strong case for extending the warranty period for these aircraft to 

ensure adequate coverage in the future. 

Management stated (02 February 2016) that in order to overcome the shortcomings noticed in 

the reliability of components of B-787-800, Air India had entered into the Rotable Exchange 

Program with Mis Boeing. 

MoCA (30 August 2016) in its reply stated that AIL has entered into a Ratable Exchange 
Programme from July 2016 and Mis Boeing had extended warranty for parts which were 
failing frequentl y. 
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Audit observed that the extended warranty agreement in respect of B-787-800 aircraft were 

still under discussion and not yet finali sed by AIL. The Rotable exchange25programme had 

been signed by AIL onl y in July 20 16. The benefits of this program would be reviewed in 

future audits. 

S.3 Utilisation of aircraft 

The utilisation of aircraft, post deployment, was also found to be sub-optimal as detailed 

below. 

I A. Utilisation of aircraft in terms of hours 

The TAP (201 2) had et targets for utilisation of aircraft by AIL in term of hours to be flown 

witrun a period of 24 hours. Audit compared the actual utilisation vi -a-vis the targeted 

utilisation during the period from 20 11 -12 to 2015-16. The results of the analysis are shown 

in the table below: 

Table 5.5: Planned Vs. Actual hours of utilisation 

Year 2011-12 2012-13 2013-14 2014-15 2015-16 
Fleet Planned Actual Planned Actual Planned Actual Planned Actual Planned Actual 

B-747- 7.33 8.90 7.33 8.90 0 5.4 1 0 2.49 0 2.97 
400 
B-777- 15.00 14.50 15.00 14.50 15.00 8.75 15.00 2.04 15 6.89 
200LR 
B-777- 14.00 14.20 14.00 14.20 14 .00 12.31 14.00 12.52 14 11 .78 
300ER 
B-787- 9.00 0.00 12.00 7.30 13.00 12.45 13.00 12.94 13 12.07 
800 
Source: TA P and irifonnation f11mished by AIL 

Audit analysis of low utilisation further indicated the following 

• 8-747-400: Thee ai rcraft being old incurred an operational loss of ~l 566 .64 crore due to 

lower efficiency during the period from 20 lO to 20 16. Further, these ai rcraft were 

grounded for approx imately 32 months and incurred an expenditure of ~253.47 crore 

(April 20 I 0 to March 2016) on lease rental for the period the aircraft remained grounded. 

• 8-777-200 LR: The Company had started utilising the e aircraft on Delhi -San Francisco 

route from December 20 15 in addition to operating these aircraft on Delhi-Riyadh sector. 

Being unviable, their utilisation had decreased during 2011 - 12 to 2014- 15 and fi ve 

aircraft had been old during 2013-14.The utili sati on of these aircraft improved only in 

20 15- 16, but yet was lower than the target et in the TAP.The Company took a long time 

from the date of procurement to December 20 IS to improve the utilisation. 

• 8-777-300 E R: A AIL had higher number of aircraft than its requirement, the utilisation 

of these aircraft was lower than TAP target. Hence tho e were operated on hort haul 

25 Rotable exchange means Al had signed an agreeme111 for s11pporr of remo1·ed UIS LR Us of 787 aircraft 11'/rerein Boeing ll'ill provide 

access to rlreir Ratable £re/range /111•e111oryfor smooth operation of 8 -787 aircraft. 
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routes resulting in higher operating costs. One of these aircraft, VT-ALR remained 

grounded for nine months as indicated in Para 5.2.2.2 of this report. 

• B-787-800: 21 B-787-800 aircraft out of 27 aircraft ordered, had been received till March 

2016. As a result the TAP utilisation target during the period from 2011-12 to 2012-13 

could not be achieved. Of the 2 1 aircraft, AIL utili sed only 19 aircraft on rotation basi 

(summer schedule 2016). As per the Project Report for acquisition of aircraft (May 2005), 

the target uti lisation of B-787-800 aircraft was 14.2 hours. Whi le the company could 

achjeve utilisation of 12.94 hours against TAP target of 13.00 hours, it could not achieve 

the projected target of 14.2 hours prescribed in the Project Report. Two aircraft, VT-ANI 

and VT-AND remained grounded for a considerable period as referred to in Para no 

5.2. 1.2. Besides, the Company utili sed some of these aircraft for short duration of two to 

four hours on domestic and regional routes even though they were designed and 

optimised for medium to long range flights. 

The utili sation of B-777-300 ER and B-787-800 further reduced during 2015- 16. 

Utilisation of B-787-800 reduced from 12.94 hours to 12.07 hours and that of B-777-300 

from 12.52 hours to 11 .78 hours in 2015- 16 as seen in Table 5.5. The utilisation of these 

aircraft had not improved as per target of TAP. 

MoCA stated (30 August 20 16) that operation of B-747-400 aircraft was unviable due to high 

operating cost and is mainly used for VIP operations and has government support. B-777-200 

LR aircraft had been put into operations in San Francisco route which increased the 

utilisation of the aircraft. B-777-300 ER aircraft had met with a number of incidents and B-

787-800 aircraft was grounded main ly due to want of spares. 

B. Utilisation of aircraft in terms of seat kilometres. 

Available seat kilometre (ASKM) is a measure of the passenger carrying capacity of an 

airline. It i defined as the number of seats avai lable on an aircraft multiplied by the number 

of kilometres flown by it. The TAP (2012) had fixed target ASKM for the Company. The 

actual achievement vi -a-vis the targets set in TAP are as given below:-

Table 5.6: Achievement of ASKM* vis-a-vis targets 

(ASKM in million km) 

Particular 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 

TAP Target 25138 27919 35475 38374 411 46 47175 

ASKM Achieved 25065 25173 19960 25642 30625 32607 

Shortfall 73 2746 15515 12732 10521 14568 

Shortfall percent 0.29 9.84 43.74 33.18 25.57 30.88 

Source: Data from AIU Finance 
*ASKM figures include ASKM of 8 -747400, 8 -777-200 LR, 8 -777-300 ER and 8 -787-800. 

Analysis of the achievement vis-a-vis the target indicated as follows: 
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• The Company could not achieve the targeted ASKM. The shortfall in ASKM 

increased from 0.29 to 30.88 percent during the period 2010-11 to 201 5-16. During 

2015- 16 the ASKM of B-777-300 ER ai rcraft and B-787-800 aircraft reduced 

further. 

• Despite inducting 2 1 B-787-800 aircraft instead of 16 B-787-800 as envisaged, the 

ASKM target of TAP could not be achieved. 

Management in its reply (02 February 20 16) stated that AIL had been facing constraints like 

non-availability of spares, increased instances of snags in B-787-800 aircraft, cockpit and 

cabin crew shortages and high cost of operations on certain routes for certain types of aircraft 

like B-747-400. The management further stated that the ASKM would improve in future with 

various measures taken. 

MoCA stated (30 August 20 16) that it was not proper to compare increase in aircraft with 

ASKM even while they admitted that there has been increase in ASKM with the introduction 

of more aircraft in the fleet. MoCA further stated that the reduction in ASKM was mainl y on 

account of lower utilisation of B-747-400 and B-777-200 LR aircraft on account of high 

operating cost. 

It was however, observed that the ASKM of B-777-300 ER aicraft also reduced during the 

FY 2015- 16. Further, MoCA accepted the fact that B-747-400 and B-777-200 LR aircraft had 

high operating costs and that B-787-800 aircraft did not have adequate number of trai ned 

pilots. The company was aware of the scheduled delivery of the ai rcraft and its operational 

requirements and was hence required to plan for the same. Management reply explains the 

reasons for Low ASKM. 

I s.3.1 Higher weight of B-787-800 aircraft adversely impacting their profitability 

Twenty One B-787-800 aircraft were inducted into the fleet of AIL ti ll June 20 15. On receipt 

of the aircraft, it was observed that the empty weight of the aircraft was higher by ten tons 

resulting in additional fuel consumption. AIL calculated the likely loss on additional fuel 

consumption (for 27 aircraft over an operating life of 20 years of each ai rcraft) at USD 400 

million. However, compensation recoverable, as per the procurement contract, for additional 

fuel consumption as a result of slippage of performance guarantee levels, was capped at USD 

80,000 per aircraft per year for five years. Thus, the maximum compensation for the 27 

aircraft arising out of breach of the performance guarantee clause would be USD 10.8 million 

which would not cover the loss of the airline on thi s account. 

Audit noticed that a clause regarding specific compensation to be paid to AIL for increase in 
the weight of the aircraft (MTOW26

) had been included in the purchase agreement for B-777-

200 LR aircraft with the same company, Mis Boeing. This clause, however, was not included 

in the contract for B-787-800 aircraft and hence the claim for additional compensation could 

not be enforced by the Company. 

16 MTOW: Manufacturers design take-off weight -227.930 ton 
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Audit no ti ced that Mis Boeing had refused to negotiate the ceiling on compensation but had 

only offered negotiation in good faith. The matter had been submitted to the CCEA which 

had directed that the issue be referred to Mini try of Law and Justice and an Empowered 

Group of Officer be con tituted to further negoti ate on the ubject. Audit noticed that the 

time limit of ix months for the negoti ation had already been extended twice to 18 months 

and subsequently to 30 months. 

Management replied (02 February 201 6) that while de linking the performance guaran tee issue 

from de lay settlement agreement, AIL extended the dead line of re olving the slippage in 

performance guarantee fro m in itial ix months to 18 months, consideri ng the availabi lity of 

adequate performance data of 14 B-787 aircraft to asses the extent of compliance and 

deviati on from the purchase agreement and also fro m 14 to 30 mon th , to coincide with the 

deli very o f 20th B-787 afrcraft. It was also stated that Boeing admi tted in a meeting ( 19 

October 20 I 5) that per formance o f B-787-800 aircraft had been below that had been 

promised and AIL would be compensated by prov id ing suitable discount in future delivery of 

three B-777-300ER aircraft. It wa al o stated that a marked reduction in weight had been 

noticed in the later aircraft. However, no final fi gure of compensation had yet been arrived at 

with M/s. Boeing. 

MoCA stated (30 August 20 16) all the agreements were vetted by reputed international legal 

firms and aircraft manufacturers did not deviate from standard sale agreement. Meeti ngs were 

held with Boeing and the company could extract compensation. O n account of exten ive 

negotiation wi th Mis Boeing, GoI was able to extract additional compensation and the total 

compensation worked out to USO 7 1 mi ll ion inclus ive of the fue l-burn guarantee under 

Purchase Agreement. 

It is perti nent to note that the procurement contract did not have adequate safeguards for 

enforcing compensation and as such the Company had to resort to negotiation. T he Board in 

its 461
h meeting he ld on 28 May 20 12 concluded that the performance guarantee with Boeing 

required to be taken up along with the need to incorporate a clause for settlement of 

compensation or suitable arbitration clause fo r resolution of disputes. Hence, the company 

too felt the need of arbitration c lause only at a later stage and not at the time of signing the 

agreement. 

I Narrow Body Aircraft 

Audit find ings relating to deployment o f narrow body aircraft are given below: 

5.4 Deployment of existing capacity 

I 5.4.1 Deployment and Grounding of Aircraft: 

T hough there was acute under-provisioning of narrow body (NB) ai rcraft, the deployment of 

available narrow body fl eet during the period from 20 10 to 2016 wa less than satisfactory. 

T he deployment o f available A-320 fami ly ai rcraft during the period from 2010- 11 to 20 I 5-

16 was as under: 
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Table 5. 7 Percentage of aircraft deployed and grounded 

Type of 2010-11 2011-12 2012-13 2013-1~ 201~·15 2015-16 
Aircraft 

Utilis Grou Utilis Grou Utilis Grou Utilis Grou Utilis Grou Utilis G rou 
a tion ndin2 atioo ndio2 a tion ndin2 atioo ndio2 atioo odin2 a lion odin2 

A-319 88.33 11 .67 89.67 10.33 87.13 12.87 84.2 1 15.79 88.64 11 .36 89.36 10.64 

A-320 78.57 2 1.43 85.7 1 14.29 80.55 19.45 80.55 19.45 72.50 27 .50 78.33 2 1.67 

A-321 93 .15 6.85 89.40 10.60 92. 10 7.90 9 1.85 8.15 88.55 11 .45 88.35 11 .65 

Total A- 85.88 14.12 88.3 1 11 .69 86.82 
320 family 

13. 18 85.6 1 14.39 83.40 16.60 85.37 14.63 

Source: Data received f rom AIU Engineering 

The Oversight Commjttee, in its meeting held in November 2012, directed that at no point of 

time more than 5 percent of the NB fleet should be grounded. However, 11 .69 percent to 

14.63 percent of aircraft remained grounded during the period 2010- 11 to 2015- 16 due to 

cannibalisation of parts, non-availabi lity of serviceable engines, non-maintenance of 

sufficient float of components/parts/spares etc. In fact, the deployment of narrow body fleet 

during the period from 2012-13 to 201 5-16 declined year on year. 

Management replied (February 2016) that out of 62 aircraft, three aircraft had completed their 

Design Service Goal (DSG) of 60000 fl ying hours and had to be grounded fo r Airbus 

certification. Further, there were nearly 13 aircra ft which were older than 20 years. Thus, the 

percentage of grounding was not adverse considering maintenance and period checks for 

which purpose nearly five percent of active fl eet would always be grounded. Moreover, in 

view of the non-availability of aircraft through tender, it was decided to revive these vintage 

aircraft. This took considerable time due to non-availability of spares, limited production of 

V-2500 engines, financial crunch and credit hold by suppliers. This adversely affected the 

requirement of aircraft as per schedule. Further, inspite of allocating around USO 4 1 million 

for upgradation of CFM engine overhaul facility was delayed due to financial crunch. 

The reply is not acceptable as the fact of ageing fleet was known to the Management. Even, 

though the Management was aware of the tedious process involved in tendering and also the 

fact that the classic A-320 aircraft were uneconomical as also the need to replace the aircraft 

in September 2010, it floated the tender belatedly onl y in August 20 13. Even though, the 

purchase agreement fo r acquisition of 43 A-320 family ai rcraft was signed in February 2006, 

the management fa iled to prioritise its requi rement for upgradation of in-house overhaul 

facility of CFM engines and took considerable time exceeding six years. Deployment of 

A-319 and A-321 fleet, which was newly inducted, was al o below the targeted level 

I 5.4.2 Grounding for regular scheduled checks/ tasks 

The detail of scheduled check /tasks conducted during the period from 20 I 0- 11 to 20 15-16 

are as given below: 
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Table 5.8: Regular Scheduled checks/ tasks (2010-16) 

Aircraft/ Period Total checks Status of checks 
Fleet carried o~i during 

. '.~4£ ; ' 
the1per1od · .. 

- anuary u , A 3 19 J 2011 554 0 t of total 554 checks for delay of 
to March 20 16 I to 50 days there were 140 ca e , 

from 51 to I 00 days there were 5 
cases, for delay of more than lOO 
days there were 5 cases 

A-320 Apri l 20 10 to 549 Out of total 549 checks, fo r delay of 
March 201 6 I to 50 days there were 186 case , 

from 51 to I 00 days there were 7 
cases, for delay of more than I 00 
days there were 7 cases 

A-321 Apri I 2010 to 608 Out of total 608 check , for delay of 
March 20 16 I Lo 50 days there were 64 cases, 

from 51 to l 00 days there were 5 
ca e , for delay of more than lOO 
days there were 7 cases 

Source: Data f11mished by AIU Engineering 

The main reasons for delays in can-ying out the check were non-ava ilability of critical spares, 

components and engines, cannibalisation of parts, etc . Thu , delay in completion of scheduled 

checks not onl y adversely affected the operations o f the Company but also a ffected its 

revenue generation. 

Management replied (February 2016) that a number of engines were dropped much before 

time due to har h environment almo t imultaneou ly re ulting in de lays and prolonged 

grounding and the company had to send the e engine abroad. Moreover, shortage of spare 

on certain occasions was al so a cause for the prolonged grounding. 

MoCA stated that the target of TAP were based on assumption o f inducting new A-320 

fleet and phas ing out of o ld A-320 c las ic fl eet. However, the actual induc ti o n of aircraft 

started in 201 5 a nd Air India was forced to continue operating with the old c lass ic fleet. 

The reply is factual. However, the Company was well aware of these fact even before 

implementation of TAP. Delay in checks had resulted in non-achievement of target fi xed for 

deployment as envisaged . 

J 5.4.3 Grounding of aircraft for more than six months 

Audit observed that in 19 ca es the period of grounding A-320 aircraft fleet exceeded 1x 

months due to cannibalisation/non-availabil ity of engine /parts, de lay in checks, etc. The 

aircraft remained grounded and could not be deployed on operations for exce ive periods 

ranging from 156 days to 1400 days as given at Annexure 3. 

17 Tire data from April 2010 to December 2010 was 1101 p rol'ided by Eastem Regio11. 
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Management replied (02 February 2016) that classic A-320 aircraft were approaching their 

major checks and DSG and were initiall y decided to be declared vintage. However, due to 
non-availability of replacement for A-320 ai rcraft, it was decided to revive these aircraft. In 

respect of enhanced A-320 family fleet, the aircraft remained grounded due to shortage of 
float components on account of shortage of funds during the period from 2010 to 2014. 

MoCA stated that the target of TAP were based on assumption of inducting new A-320 
fleet and phasing out of old A-320 classic fleet. However, the actual induction of aircraft 

started in 2015 and Ai r India was forced to continue operating with the old classic fl eet. 

The reply given by Management is general in nature. However, the fact remains that the 
Management was well aware of the available resources before implementation of TAP inspite 
of setting aggressive targets for deployment of aircraft, which the Company could not achieve 

in any of the years. 

5.4.4 Non-procurement of component/parts recommended for initial provisioning 

AIL received 43 new Airbus aircraft between October 2006 and May 2010. It had been 
recommended that the Company would procure total 5070 components/parts through six 

rounds of initial provisioning which would be synchronised with the delivery of aircraft to 
ensure smooth operation of the aircraft. However, it could procure only 1669 
components/parts (August 2015) and failed to procure recommended components/spares 
necessary for operations, thereby leading to a shortage of 3401 recommended 
components/parts. Further, time lines for procurement of balance quantity and relevance of 
initial provisioning was not made available to Audit. 

MoCA replied that due to financial constraints AIL could not procure a level of 
components/spares/inventory which were required fo r a regular and smooth production 
of engines from the engine workshop. The company was fin all y able to negoti ate an 
External Commercial Borrowing (ECB) loan of USD 300 million in August 2015 and 
upgraded its Commercial Fan Motor (CFM) workshop. Funds were also utilised for 
procurement of essential spares and was able to produce nearl y 2 to 3 engines per month 

instead of sending the engines to outside agencies for repair. In order to avoid 
prolonged grounding of aircraft, the company also leased engi nes from CFM and 

enhanced the levels of spare engines in order to support the fleet. 

MoCA admitted the delay in procurement of components/spares provisioned initiall y. The 

fact remains that fai lure in procuring the parts resulted in prolonged grounding of aircraft 
during the period reviewed in audit. 

I 5.4.5 Grounding of aircraft due to shortage of engines 

Review of records relating to grounding of aircraft revealed that aircraft grounded for regular 
checks remained grounded for long time due to failure of Jet Engine Overhaul Complex 
(JEOC) to provide serviceable engines on time. During the period from 2010-11 to 2014-15, 
A-320 narrow body aircraft remained grounded for 2691 days; A-319 aircraft for 1710 days 
and A-321 ai rcraft for 872 days for want of serviceable engines. However in the year 
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2015-16, A-320 aircraft remained grounded for 224 days, A-319 aircraft for 59 days and 
A-321 aircraft for 377 days due to shortage of engines. 

Management stated in reply (02 February 2016) that during the period from 2010 to 2015, a 
total of 101 engines were overhauled in Jet Shop, Delhi despite various constraints including 
financial crunch, credit hold, etc. 

The reply highlights the constraints responsible for delays in engine production. The resultant 
prolonged grounding of aircraft meant that the Company could not achieve its targeted fleet 
deployment. 

Audit studied the reasons for delay in servicing engines in the Jet Shop, Delhi and noticed the 
following: 

5.4.5.1 Delay in operationalising CFM engine facility leading to engines being sent 
abroad for repairs 

AIL had an in-house engine service facility, the Jet Engine Overhaul Complex (JEOC), with 
facilities to conduct mandatory and preventive maintenance of only V-2500 engines of 
narrow body aircraft. The 43 narrow body aircraft, purchased through agreement signed in 
February 2006, were fitted with CFM 56-5B engines. The Company took six years (from the 
date of agreement) to develop and commission (April 2013) facilities for servicing CFM 
engines. The Company procured only five spare engines against 43 Airbus aircraft by March 
2015. There was also insufficient float of CFM engines. Thus, in the absence of in-house 
facility and adequate engine float, the engines were sent abroad for maintenance incurring 
additional expenditure. 

Management in reply (02 February, 2016) stated that the delay in operationalising the in­
house engine facility was not within its control as it resulted from financial crunch faced by 
the airline and delayed training on account of vigilance enquiry. Management further stated 
that the engines had to be rapidly removed due to harsh environment, sea and dust in Gulf 
and in view of the delayed shop upgradation to CFM, leading to the engines being sent to 
other MROs for refurbishment/overhauling. Management also informed that the primary 
reason for insufficient float of engines was non-availability of funds and credit hold situation 
faced within the Company and that three more engines had been received in 2015. 

The financial crunch referred to in the Management reply needed to be viewed against the 
additional expenditure incurred by the Company in servicing the engines abroad due to delay 
in operationalisation of the in-house facility and the fact that aircraft often remained 
grounded due to non-availability of serviceable engines. Due to insufficient float of engines, 
engines from the newly acquired aircraft were cannibalised when they were grounded for 
checks and as a result, these aircraft remained grounded for prolonged periods affecting 
deployment of aircraft. Besides, the environmental factors of operation were known to the 
airline and its effect on engines and consequent service requirements ought to have been 
anticipated by the airline. It was also significant to note that though the engine facility 
became functional by April 2013, it could service only 17 of the 65 engines removed from 
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April 2013 to March 2015, with the balance being sent abroad for repairs which raised doubts 
about the actual capacity of the engine overhauling facility. 

MoCA admitted the fact of under-utilisation of engine repair facility and also stated that 
this was mainly due to the limited procurement of spares and other infrastructure 
equipment which was required for continuous production at the Jet Engine Workshop. 

5.4.5.2 Inefficiency of the engine facility at Jet Shop, Delhi 

The engine facility has to remove the engine from the aircraft, induct it into the shop and 
rectify/refurbish/overhaul the engine as per requirement. Audit noticed that no standard time­
frame had been fixed for removal of engines for induction into the shop and neither were 
there any norms for time to be taken for completion of engine jobs. It was seen that CFM 
engines took 2 days to 110 days to be removed. During the interim period, the aircraft 
remained grounded. 

It was also noticed that there was a wide variation in the time taken ranging 4 to 755 days to 
complete similar engine jobs of V-250028 and ill case of CFM-56-5B engines29

, variation 
ranged from 9 to 369 days. 

Management in its reply stated (02 February 2016) that Board decided to phase out all A-320 
aircraft equipped with V-2500 engines reaching 60,000 flying hours or grounded for 'C' 

check. Therefore induction of such engines was not required and hence not done. Financial 
crunch was also a reason for non-induction of engines. Despite this during the period from 
2010 to 2015, 79 V-2500 engines were produced. CFM engine production has also now been 
enhanced from 1 to 2 engines per month to 3 to 4 engines per month. Management further 
stated that fixation of standard turnaround time for jobs did not come under the best practices 
followed by the shop. Norms existed for an engine inducted for overhauling or minimum 
performance level or module wise overhauling. Engine wise summary of man-hours spent on 
each engine was being maintained as per traditional practices. Variance report as per work 
scope was not maintained for either types of engines due to swapping and cannibalisation, 
non-availability of finances/LRUs30/items, compliance of AD/SB 31etc. 

The reply of the Management is not acceptable as even after the Board meeting of December 
2012, there were 12 A-320 aircraft which had flown less than 55,000 hours (April 2013) and 
were therefore available for regular operations. Management stated that variance report as per 
work scope was not being prepared. In its absence, the large differences noticed for 
completing similar jobs could not be explained or controlled. The inordinate time taken for 
induction and servicing of engines contributed to increasing the grounding time of the aircraf~ 
leading to poor deployment, operation and inability to meet the turnaround targets in this 
regard. 

28 

29 

30 

31 

Total 50 cases of V-2500 engines reviewed -BSI failure took 6-755 days, High Exhaust Gas Temperature 72-331 days, Life Limited 
Parts 30-632 days &Oil Leak 4-549 days 
Total 15 cases ofCFM engine reviewed-BSifailure C3 took 9-369 days and BSI Failure rectification took 13-237 days 
LRU-Line replacement unit 
AD/SB -Advisory/Service bulletin 
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5.4.5.3 Financial impact of poor engine maintenance 

AIL was to re-deliver leased aircraft (two A-319 aircraft and seven A-320 aircraft) to the 
lessor as per agreed maintenance condition. In case of poor maintenance status, AIL had to 
pay compensation. Besides, AIL would have to pay the lessor rent till the aircraft is returned 
and delivery accepted by the lessor. 

The Company could not comply with the re-delivery conditions while returning two A-319 
aircraft and agreed to pay USD 11.35 million (~ 68.98 crore) for 'buy out package' 
(compensation paid to the lessor in exchange of waiving all liabilities associated with the 
aircraft re-delivery conditions). Subsequently, the lessor raised an objection on condition of 

·engines (VT-SCE) and the Company incurred expenditure of USD 10.25 million (~ 62.68 
ci-ore32

): on repair of the same. The Company also paid USD 0.25 million towards lease rent 
·for the period the aircraft was grounded for engine repair. In a similar case, AIL had to pay a 
compensation of ~177.99 crore to the lessor as a 'buy out package' while returning seven 
leased A-3 20 aircraft. 

Management in reply stated (02 February, 2016) that stringent requirements were imposed on 
re-delivery of leased aircraft by the lessor. Re-delivery entailed high expenditure to ensure 
that the aircraft was made available to lessor in compliance with the redelivery conditions. It 
was also·stated that in the airline's experience, the lessor kept delaying acceptance, pointing 
out fault in the maintenance of engine/airframe and accordingly it was felt that a buy-out 
package for the re-delivery condition was best so that the amount of re-delivery expenditure 
was certain. 

MoCA stated that in a "Buyout package", the aircraft could be used till the date of delivery 
as otherwise it would not be necessary to ground the aircraft for the purposes of redelivery 
checks. Usually an aircraft is grounded two to three months before the re-delivery for the 
checks, thus, entailing an additional lease cost. A "buyout package" was, therefore, resorted 
to under such circumstances within an established maintenance provider or MRO after 
following a tender procedure. Before a buyout package was agreed to, AIL does a study of 
the advantages of buyout and the cost implications and only if it was found to be more 
economical to buyout AI entered into a buyout arrangement. Generally there was a risk 
involved in doing a complete redelivery check as redelivery conditions generally required 
overhaul at European Aviation Safety Agency (BASA) approved facilities and all the parts 
heeded to have back to birth traceability. 

The reply was not tenable because as stated in Para 5.5.3 the aircraft remained grounded for 
more than four to six months for redelivery check. Further, the Company could not maintain 
the aircraft in agreed condition and also cannibalised components from leased aircraft during 
grounding for checks from leased aircraft. Moreover, opting for buy-out package in all lease 
cases, as seen in past, would lead to substantial payment of compensation at the time of return 
of leased aircraft. 

32 Based on average Dollar-rupee exchange rate of the year 
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5.5 onutlllsadonofalrcraft 

Audit findings on utjlisation of afrcraft are given below: 

I 5.5.1 Non-achievement of targeted ASKM 

The available seat kilometer (ASKM) is an indicator of the capacity of an airline. The 

capacity utili sation in terms of ASKM targeted in TAP and its achievement during the period 

2010-11to2015-16 is as under: 

Table 5.9: Target vs actual ASKM 
(In million kms) 

Particular 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 

TAP Target 18603 19697 2 1546 23526 27290 28991 

ASKM Achieved 13385 143 17 19843 19262 19339 18794 

Shortfall 5218 5380 1703 4264 795 1 10197 

Shortfall percent 28 27 8 18 29 35 
Source: Da1afi1mished by A IU Finance 

As can be seen from above, the Company could not achieve the targeted ASKM in any of the 

years and short fa ll ranged from 8 percent to 35 percent during the period from 20 l0-11 to 

2015- 16 due to fai lure on the part of Management in deployment of avai lable fleet effectively 

and also on account of non-induction of aircraft as envisaged in the TAP. Moreover in 20 15-

16, the Company achieved ASKMs of 18794 mi llion KM, against target of 28991 million 

KM. The shortfa ll was 35 percent. 

Management stated (02 February 20 16) that due to delay in delivery of B-787-800 aircraft 

and non-availability of narrow body aircraft on lease, induction of aircraft as given in TAP 

did not take place and targeted ASKM could not be ach ieved. Moreover, AIL had also 

ordered 14 new A-320 aircraft and also floated tender for another 15 aircraft. 

MoCA stated that AIL had extended the lease of A-3 19 aircraft and al o converted some of 

the A-320 ai rcraft into aJI economy class ai rcraft and reduced the J Class configuration from 

20 to 12 in the A-321 fleet to increase the capacity offered in the domestic market. 

The reply was not tenable as the induction was to be done from FY 20 11- 12 for ' Indian 

Shuttle Service' (ISS) and replacement of old classic fleet but the first tender was issued only 

in August 20 13. Moreover, the deployment of existing fleet was also not effective as 

explained in para below, which adversely affected the achievement of targeted ASKM. 

I 5.5.2 Utilisation of narrow body fleet 

The daily utili sation of A-320 fami ly aircraft for the period from 20 10- 11 to 20 15-16, on the 

basis of avai lable total fleet again t the target fixed in TAP is shown below: 
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Table 5.10: Utilisation of aircraft 
(in hours per day) 

Particulars 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 

TAP Target 

Actual utilisation of 
hours 

Shortfall percent 

TAPTarget 

Actual utilisation of 

hours 

Shortfall percent 

TAP Target 

Actual utilisation of 

hours 

Shortfall percent 

TAPTarget 

Actual utilisation of 

hours 

9.90 

6.94 

29.89 

9.10 

6.65 

26.92 

11.50 

8.90 

22.61 

A-319 Aircraft 
10.50 10.50 

7.65 8.53 

27.14 18.76 

A-320 Aircraft 
9.50 10.50 

7.70 7.78 

18.95 25.90 

A-321 Aircraft 
12.00 12.00 

9.03 

24.72 

r 9.37 

21.89 

A-320 QS) Aircraft 

9.50 --l- 10.50 

Source: SB/ CAP /11fonnatio11 Memorandum a11d datafi1mished by A /UEng i11eering 

11.00 12.25 12.25 

7.74 8. 19 7.63 

29.64 33. 14 37.7 1 

11 .00 12.25 12.25 

7.93 7.49 6.41 

27.91 38.86 47.67 

12.00 12.25 12.25 

9.43 8.90 9.03 

-l. 
2 1.39 27.36 26.29 

11.00 12.00 12.00 

It can be seen from the table above, that the Company failed to achieve the daily utili sation 

targets for any of these aircraft fleet. Further, review of aircraft-wise utilisation during the 

period from 2010-11 to 2015-16 revealed that dail y utilisation of A-319 aircraft was 

between 1.84 hours and 10.17 hour , that of A-320 aircraft was in the range of 1.04 hours to 

11.70 hours, and of A-321 in the range of 2.44 hours to 11.20 hours. Moreover, out of the 

total narrow body fleet of A-320 family, one to four aircraft could only achjeve the targeted 

utilisation duri ng the period 2010-1 1 and 2012-13 and no other aircraft of the same fami ly 

could achieve the targeted utili sation in any of the years reviewed in Audit. 

The reason for under-utili ation of the A-320 family of aircraft was due to grounding of 

aircraft. The Company reported in meeting of Oversight Comrruttee (OC)33 that on a stand­

alone basis, the Airbus Narrow Body (NB) aircraft have been flying for nearly 9.9 hours - 12 

hours and also that utilisation of NB fleet was above the TAP target if operating fleet was 

considered.34 This was factually incorrect. 

JJ 

J4 
In 3"' Oversight Committee meeting held on 5 November 2012, 5th meeting held 011 25 April 2013, 
In 4th Oversight Committee meeti11g held 011 15 January 2013, 6th meeting held on 26 August 2013 & l (Jh meeti11g held 011 
12 March 2015. 
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Management stated (January 20 16) that in OC meeting ajrcraft u6lisati on was reported on 

total fleet basis as well as on operating fl eet basis. IL was further stated that 14 classic A-320 

aircraft were more than 20 years old and were not ava ilable for fl ying on number of days on 

account of grounding due to mai ntenance. Therefore, the utilisation for NB aircraft appears 
low. 

MoCA replied that o ut of the fl eet o f around 65 narrow body aircraft, 14 be longed to the 

old classic bogie type of landing gear. These aircraft are around 20 years o ld and were 

reaching their Design Service Goa l (DSG) leve l. At present, 4 of these a ircraft have 

already been grounded. It was a lso stated that on ly 43 aircraft were new. Aircraft 

utilisation was con iderably affected due to the poor schedule re liab ility of the old fleet. 

However, the cla s ic A-320 aircraft could not be counted for the purpose of utilisation 

and only operating fl eet was taken into consideration. The TAP had assumed that the 

requi s ite a ircraft type wou ld be ava ilable for replacement of the o ld fl eet which 

assumption could not be fu lfill ed d ue to reasons stated in earli er rep lie . 

The reply of AIL was not tenable a the fact of ageing fleet of old classic A-320 aircraft was 

known to AIL while fixing TAP target for deployment. Moreover, the Management failed 

to achieve targeted utili sation on effecti ve fleet as brought out above. 

I s.5.3 Utilisation of leased A-319 aircraft 

Erstwhile Indian Airlines Limited entered into an aircraft operating lease agreement with Mis 
ALS Irish Aircraft Lea ing for lea ing of two A-3 19 aircraft (VT-SCD and VT-SCE) for five 

years with effect from April 2006 to Apri l 2011. The e aircraft were grounded for redelivery 

checks as per lease agreements and remained grounded till 27 June 201 1 and 27 March 20 11 

respectively.The delay was 196 days and 144 days for lease return and other major checks 

and the aircraft were subsequently cannibalised to service other aircraft. Resul tantly, due to 

prolonged grounding the lease rent of ~ l 3.1335crore paid during the aforesajd period was 

unfruitful. 
The operational efficiency of these leased aircraft was reviewed for the period 2010-11 to 

20 15- 16 and dai ly utilisation of leased aircraft was as under: 

Table No. 5.11: Utilisation of leased A-319 aircraft 

Particular 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 
A 319 Aircraft 

TAP Tar et 9.90 10.50 10.50 l 1.00 12.25 12.25 

Actual utilisation of leased aircraft 
VT-SCA, SCB, sec, 3.48 to 5.25 to 7.85 8.06 to 6.27 to 7.92 to 6.68 to 
SCD & SCE 6.58 9.35 9.45 8.5536 6.93 

Source: Dara recefreclfrom AIU £11gi11eering and SB/CAP irrfomratio11 memora11d11111 

Despite underutili sation, the lease period was extended by the Company on expiry of the 

original lease term. 

Jj 

J6 
VT-SCD-r 7.09 crore a11d VT-SCE r 6.04 crore 
Two aircraft VT-SCD a11d SC£ were retttmed d1m11g 2014-15. 
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Management stated in its reply (February 2016) that aircraft were grounded due to 
preparation for redelivery and engines were sent to MRO for restoration. Further, pending 
decision on extension of lease, the aircraft remained grounded for a longer duration. 
Management further stated that lease term of three A-319 aircraft were extended so that fleet 
size did not fall which would have resulted in a fall in market share and AI becoming a 

marginal player. 

MoCA replied that out of the fl eet of around 65 narrow body ai rcraft, 14 belonged to the 
old classic bogie type of landing gear. These aircraft are around 20 years old and were 
reaching their Design Service Goal (DSG) leve l. At present, 4 of these aircraft have 
already been grounded. It was also stated that onl y 43 aircraft were new. Aircraft 

utilisation was considerabl y affected due to the poor schedule reliability of the old fl eet. 

However, the classic A-320 aircraft could not be counted for the purpose of utili sation 
and only operating fleet was taken into consideration. The TAP had assumed that the 
requisite aircraft type would be available for replacement of the old fleet which 
assumption could not be fulfill ed due to reasons stated in earlier replies. 

The reply was not acceptable because the aircraft were to be grounded for 90 days prior to 
date of expiry of Lease as per action plan. Contrary to this, the aircraft were grounded before 
196 and 144 days. Moreover, inspite of prolonged grounding and under-utilisation of leased 

aircraft, the lease term was ex tended by the Company. However, the reply did not address the 
issue of uti lisation of leased A-3 J 9 aircraft. 

The Company could not achieve the TAP target for daily utili ation of available fleet. 
Aircraft grounded for routine checks remained grounded for prolonged periods owing to 
non-availability of components, serviceable engines and other parts which led to 

cannibalisation of parts. Meanwhile, the company paid substantial amount as lease 
rent/finance cost of these grounded aircraft. 

The grounding was more significant in respect of narrow body fleet which was already 
facing shortage of aircraft. Audit noticed that there were considerable delays in 

operationalising the CFM engine facility which led to these engines being sent abroad for 
repair and maintenance. Besides, inordinately long time was taken for removal and 
induction of engines in the shop in some cases due to malfunction in engine shop. 
Inefficiency in maintenance of aircraft also resulted in compensation that the airline had to 

pay to Lessors for non-fulfilment of re-delivery conditions of the aircraft. 

The Company also suffered significant losses on account of unplanned grounding of B-
787-800 aircraft due to battery problems, technical snags as well as higher weight of these 
aircraft. The procurement contract of these aircraft with Boeing did not have the necessary 
safeguards to address such shortcomings. 
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(:hapter 6: Management of bilateral agreements and slot management 

6.1 Bilateral agreements 

The sovereignty of a country over the airspace above its territories is recognized by the 
International Civil Aviation Organisation (ICAO). Bilateral agreements are air service 

agreements between two countries which provide different degrees of freedom of ai r, which 
are a set of commercial aviation rights granting a country's airlines the privilege to enter 

another country's airspace. Therefore, the availability of rights under bilateral agreements to 
AIL and other national and foreign carriers and the ex tent of their utilisation can impact AIL. 

International commercial aviation rights are usually expressed as "freedom of the air". 

Freedoms of the air 

The fi rst two freedoms concern the passage of commercial aircraft through foreign airspace 
and airports, the other freedoms are about carrying people, mail and cargo internationally. 
The first to fifth freedoms are officially enumerated by international treaties, especially the 
Chicago Convention. Several other freedoms have been added, and although most are not 

officially recognised, under broadly applicable international treaties they have been agreed to 
by a number of countries. The lower-numbered freedoms are relatively universal while the 

higher-numbered ones are less common. 

! 

Freedom Description 

r The right to fl y over a foreign country without 
landing. 

The right to refuel or carry out maintenance in a 
foreign country without embarking or 
disembarking passengers or cargo. 

The right to fly from one's own country to 
another. 

The right to fl y from another country to one's 
own. 

1st 

2nd 

3rd 

4th 

5th 

6th 

7th .4 .. 
8th .4 .. . 
9th .4 .. . 

Jue circles: operating 

The right to fl y between two fo reign countries on ed or yellow 
a flight originating or ending 111 one's own oreign markets 

country. 

circles: 

J 
59 



Report No. 40 of 2016 

6lh The right to fly from a foreign country to another 

while stopping in one's own country. 

7lh The right to fly between two foreign countries 

while not offering flights to one's own country 

glh The right to fly inside a foreign country, 

continuing to one's own country. 

9lh The right to fly inside a foreign country without 

continuing to one's own country. 

As on March 2016, MoCA had signed bilateral agreements with 109 countries. Indian 

carriers operated in 36 of these countries with AIL having operations in 33 countries. Ai rlines 

of 48 countries operated in India. 

Report No. 18 of 2011 of CAO of India titled 'Performance Audit Report on Civil Aviation 

in India' had highlighted the impact on Indian carri ers particularly AIL of the significant 

enhancement of bilateral entitlements agreed to by India, after liberalisation of air traffic 

rights in 2003 and the considerably higher utilisation of these entitlements by foreign carriers 
vis-a-vis Indian carriers. The Report had pointed out the significant extent of 6 th freedom 

carriage from/to India by foreign carriers as compared to "point to point" passengers. It was 

suggested that till India had its own effective and efficient hubs and Ai r India/other Indian 

carriers were able to exploit them effecti vely, entitlements for airlines/countries 

predominantly dependent on 6lh freedom traffic (notably Dubai, Bahrain and other Gulf 

countries in the first instance) should be strictly frozen by MoCA if possible, subject to 

diplomatic and other considerations. The Public Accounts Committee 20 13- 14 of the 
Parliament in their 93rd Report also recommended that immediate correcti ve measures be 

taken to protect the commercial interests of AIL. 

The extent of utilisation of 31 bilateral entitlements granted during the period 2010-11 to 

2015-16 as listed in the table below was reviewed in the current audit. 

Table 6.1: List of bilateral agreements reviewed in audit 

Re~ion 
-

'.\'a me of countries ''hose bilateral agreements have been _re\ ie" ed 

Gulf/ Middle East 
Dubai (UAE), Oman, Kuwait*, Bahrain*, Saucii Arabia*, Iran, lraq, Abu Dhabi 

Eurooe 
UK*, Germany*, France, Switzerland *, Italy, Austria*, Slovenia, Kazakhstan 

North America 
Canada 

South East Asia and 
Singapore, Thailand*, Malaysia*, Hong Kong, Myanmar*, Australia*, New 

Oceania Zealand 

Africa 
South Africa*, Seychelles*, Mauritius*, Egypt 

South Asia 
Afghanistan*, Bhutan and Sri Lanka 

*Entitlements were 110 1 revised during the period from 2010-1 I to 2015-16. 
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Of the agreements listed in the table, 16 agreements had been reviewed earlier. Audit noticed 
that out of the 31 bilateral arrangements reviewed, there were no changes in arrangements 
with 15 countries. The details of remaining 16 cases, where the terms of the bilateral 
agreements had been altered during 2010-11to2015- 16 are at Annexure 4. 

The results of the audit review are given in succeeding paragraphs. 

I 6.1.1 Sixth freedom carriage 

Enhancements in bilateral entitlements between India and foreign countries had resulted in 
seat capacity allowed in the bilateral agreements significantl y exceeding the "point-to-point" 

passenger traffic requirements between the two desti nations. The details of passenger traffic 
to/from India carried by leading International airlines during April 2014 to March 2016 
segregated between "point-to-point" traffic and 61

h freedom traffic, as per information 

furnished by AIL, is at Annexure 5. Audit observed that sixth freedom traffic exceeded more 
than half of their actual passenger carriage for these two years in respect of the airlines 
indicated in the table below: 

Table 6.2: 6th freedom traffic to/from India carried by leading International airlines 

(in percentage) 

SI. No. Name of Airline 2009-10 2014-15 2015-16 

(as at Pam 5.1.8 of Report No.18 
of 2011 of CAG of /11dia) 

1 Qatar Airways 78.00 82.60 79.37 
2 Gulf Air 79.00 80.45 81.03 
3 Etihad 74.00 69.25 7 1.03 
4 Emirates 59.00 61 .96 66.60 
5 British Airways 61.00 61.95 55.70 
6 Air Arabia NA 57.59 60.96 
7 Singapore Airlines 49.00 53.37 58.3 1 
8 Fly Dubai NA 68.75 70.86 
9 Turkish Airlines NA 73.91 73.24 
10 Cathay pacific 76.00 59.88 61.26 
11 Malaysian 42.00 62.98 58.69 

Airlines 
12 Air France 73.00 60.00 6 1.21 
13 Austrian Airlines 86.00 75.00 66.97 
14 Finnair NA 75.34 61.70 
15 KLM 76.00 78.16 73.48 
16 Lufthansa 87.00 77.95 76.89 
17 Swiss 63.00 65.53 65.22 

International Air 
Lines 

Further analysis of the data indicated the following: 

The sixth freedom traffic carried by the above airl ines continued to significantly exceed the 
point-to-point traffic between the countries during the years 2014-15 and 20 15-16. During 
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2014-15, 6Lh freedom traffic constituted 59.15 percent of the totaJ carriage. This increased to 

61.14 percent during 2015-16 as shown in Annexure 5. 

There was marginal increase in percentage of utilisation for sixth freedom traffic during 

2014-15 and 2015-16, compared to 2009-10 in respect of six airlines. However, the 

percentage of uti lisation had reduced marginaJly in respect of six other airlines. 

Although the proportion of sixth freedom traffic carried by Etihad Airways reduced 

marginally in 2015- 16 compared to 2009-10 and that of Emirates increased marginally during 

the corresponding period , the number of sixth freedom passengers carried by Etihad Airways 

and Emirates in 2015-16 was high at 19.79 lakh and 36.03 lakh respectively. In view of this, 

Audit reviewed the extent of utilisation of bilateraJ entitlements in India-Dubai sector and 

India-Abu Dhabi sector. The results of the review are indicated below; 

A. India-Dubai Sector 

C&AG of India in Report No.18 of 2011 , highlighted the increase in bilateral capacity 

entitlements for Dubai (UAE) from 10,400 seats per week each direction (PWED) in 2003-04 

to 54,200 seats PWED (+2 percent) in 2008-09 and the high level of utili sation of the 

entitlement for 6Lh freedom traffic from India by foreign carriers. Thus, the total avai lable 

entitlement for both India and Dubai put together was 110568 seats PWED. Air India had 

estimated the market potential between India and Dubai as 46,313 seats PWED for both sides 

combined (as on November 2013) and estimated a total requirement of 57,891 seats PWED 

(at 80 percent seat factor) for the sector. As a result, the entitlement available was already in 

excess by 91 percent of the total requirement by both sides. Audit noted that the Ministry, 

however increased the bilateral entitlements in February 2014 from 54,200 seats (PWED) to 

66,504 seats PWED (an increase of 22.7 percent) , i.e. raising the totaJ available entitlement to 

133008 seats PWED for both sides combined from the existing total available entitlement of 

110568 seats PWED. This enhancement was based on the high load factor of Dubai carriers. 

Audit noticed that the enhancement Jed to an increase in the 6th freedom carriage of Dubai 

carriers during the period from 2010-11to 2015-16 as shown in the table below. 

Table 6.3: 6th freedom carriage from UAE based carriers 

carriage carriage carriage carriage 
27,83,78 1 47,29,299 29,29,969 54,09,610 36,03,008 

20,080 2,88,0 14 1,98,258 4,77, 182 3,38,326 

Source: Reply of AIL Management 

As can be seen from the above table, the share of 6th freedom carriage of the airline has 

increased from 60.69 percent in 2010-11 to62.34 percent in 2014-15 and further to 66.95 

62 



Report No. 40 of 2016 

percent in 2015-16. The actual number of passengers carried on 6th freedom carriage al so 
increased considerably during this period. There was 11 .92 percent increase in the number of 
6th freedom passengers in 2014-15 in comparison with the corresponding number in 2010-11-
at the corresponding increase was 40.57 percent in the year 2015-16. The increase in 6th 

freedom carriage might adversely affect the market share and growth potential of Indian 
carriers in other markets (Europe, North America) as well. 

In the absence of relevant information, the actual effect of high level of utilisation of sixth 
freedom traffic by foreign carriers on AIL, could not be quantified in audit. AIL however 
stated that the likely loss to AIL by it would be about USD 4.5 million per annum for every 
tranche of 1000 PWED granted to Emirates. The correctness of this estimate of loss could not 

be verified in audit. 

MoCA stated (02 February 2016) that within a short time span of two years from February 
2014, the entitlement was being fully utilised by Indian carriers and that the traffic patterns 
between India and Dubai seemed to have undergone a sea change during the last two years. 

8 . India-Abu Dhabi Sector 

Audit noticed that MoCA enhanced the bilateral entitlements to Abu Dhabi from 13330 seats 
to 50000 seats PWED in Apri l 2013 at the request of Etihad Airways. AIL estimated that the 
market potential (based on data from February 2012 to January 2013) for traffic between 
India and Abu Dhabi was 8110 PWED which would translate to a capacity requirement of 

10,8 13 PWED for the sector at 75 percent seat factor. Against this requirement, avai lable 
entitlements were 27, 193 PWED, well over double the requirement and both sides had not 

exhausted the existing capacity. 

The table below indicates the sixth freedom carriage by Etihad Airways for the period from 

2010-11to2015- 16: 

Table 6.4: Sixth freedom carriage of Etihad Airways 

Airline 

Etihad 

Carriage to/from lndh1 in 

FY 20J0-201 I 

. ' 
carriage 

5,43,350 

Sixth 

freedom 
carriage 

4 ,43,221 

Source: Reply of AIL Managemelll 

Carriage to/from India in 

FY 2014-15 

Carriage to/from India in 

FY 2015-16 

Total 

carriage 

Sixth 
carriage 

freedom Total carriage Sixth freedom 

carriage 

16,49,407 11,41,917 27,86,377 19,78,563 

As can be seen from the above table, the sixth freedom carriage of the airline had increased 
2.5 times during the period from 2010- 11 to 2014- 15 and 4.5 times during the period from 
2010-11 to 2015-16. As there was considerable un-utili sed capacity (the entitlement being 

50,000 seats which could be increased by two percent), the quantum of sixth freedom 
passengers might increase further in the future to the detriment of Indian carriers and airports. 
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In the absence of relevant information, the actual effect of high level of utilisation of sixth 
freedom traffic by foreign carriers on. AIL, could not be quantified in audit. AIL had 
estimated that by winter 2015, the diversionary loss to AIL due to the 375 percent increase in 
seat entitlement in the India-Abu Dhabi sector would be USD 636 million(~ 3464 crore) per 
annum. The correctness of the estimates of diversionary loss could not be verified in audit. 

MoCA replied (02 February 2016) that the current winter schedule 2015-16 showed that there 
was a big gap in utilisation of the entitlement by the designated carriers of the two sides. 
While Etihad was using about 46000 seats per week, the Indian carriers were using only 
about 19000 seats per week. MoCA also stated that this fact would certainly be kept in view 
while considering any proposal for further increase in entitlements in future. 

MoCA replied (02 September 2016) further that the observation of the Audit, highlighting the 
issue of increase in the sixth freedom carriage by Dubai Carriers/Etihad airways with recent 
enhancement or bilateral entitlements, was noted. MoCA clarified that such utilisation of 
allocated traffic rights by the designated carrier of country was not in the control of India. It 
was largely dependent on the presence of certain factors, such as a strong Airline, transfer of 
passenger facility at Airports and geographical location of a country to be· in a position to 
convert the traffic rights granted through bilateral negotiations in the form of sixth freedom. 

During exit meeting of the Performance Audit on 'Turnaround Plan and Financial 
Restructuring Plan of Air India' held on 26 October 2016, MoCA stated that convenience and 
demand of passengers were of equal importance. There had also been a strong demand from 
the people and State Governments and Industry organisations to start international operations. 
Indian carriers found it difficult to compete with strong foreign carriers and hence, there was 
difference in utilisation. AIL had suffered due to their cash crunch and inability to use their 
capacity/ entitlements due to lesser number of aircrafts. Thus there was a need to fill the gap 
in demand and capacity deployment. 

MoCA also stated that sixth freedom carriage could not be regulated because there were no 
ICAO guidelines in this regard. MoCA also mentioned that open sky offer had been made to 
about 70 countries and that India was receiving a positive response from a number of 
countries. 

Audit observed that the Ministry of Civil Aviation had released the National Civil Aviation 
Policy 2016 (NCAP 2016) in June 2016, effective from the second quarter of 2016-17. The 
salient features of NCAP 2016 with regard to bilateral agreements included the following; 

a) The requirement for Indian carriers of 5 years of experience and 20 aircraft (5/20 
requirement) to commence international operations was modified to deployment of 20 
aircraft or 20 percent of total capacity (in term of average number of seats on all domestic 
departures put together), whichever was higher for domestic operations. 

b) Adoption of 'Open sky' Air Services Agreement (ASA) on a reciprocal basis with 
SAARC countries and countries with territory located entirely beyond a radius of 5000 
km from New Delhi with unlimited flights above the existing bilateral rights being 
allowed directly to and from major international airports within the country as notified by 
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MoCA from time to time. However, the points of call at other airports under the ex isting 
ASA would continue to be honoured till the same were renegotiated. 

c) In respect of countries partly or fu lly within a radius of 5000 km, where the designated 

carriers of India had not fully utilised 80 percent of their capacity entitlements, but 

foreign carriers /countries had utili sed their bilateral rights and were pressing for increase 

in capacity, a method would be recommended by a Committee headed by the Cabinet 

Secretary for the allotment of the additional capacity entitlements. 

d) Whenever designated carriers of India utili sed 80 percent of their capacity entitlements 

and sought additional capacity entitlements, capacity entitlements (bilateral s) would be 

renegotiated in the usual manner. 

6.1.2 Enhancement in seat capacity entitlements 

The Group of Ministers (GoM) in June 2011 decided to constitute a committee of Group of 

Officers (GoO) under Ministry of Finance to examine the Turnaround Plan (TAP) and 

Financial Restructuring Plan (FRP) submitted by AIL. The report of the GoO (October 2011 ) 

stated that one of the assumptions of TAP was that the existing bilateral entitlements for 

foreign carriers should not be relaxed until Air India utilised a significant portion of its target 

bilateral and deri ved certain advantages vis-a-vis its competitors. The other condition was 

that Air India should have the first ri ght of refusal of bilateral entitlement. 

Audit analysed cases of enhancements in entitlements made by MoCA during the period from 

2012-13 to 2015-16 to verify whether AIL had in fact utilised a significant portion of its 

target bilateral before such enhancements were made by MoCA.The analysis was constrained 

by the fact that AIL could provide data with effect from Summer season 2014 only and 

MoCA stated (November 2016) that information pertaining to Summer Schedule 201 6 alone 

was available with the Ministry. 

Review of the utilisation of bilateral rights by AIL in 16 cases where the terms of the bilateral 

agreements had been altered during the period from 2010- 11 to 2015-16 and details of which 

are summarized at Annexure 4 indicated that in eight37 of these cases, the utilisation of 

bilateral traffi c rights by Indian carriers including AIL, prior to their enhancement was 

insignificant (below or equal to 60 percent utilisation). In the remaining eight cases, the 

utilisation of traffic rights by Indian carriers was reasonable. 

I 6.1.3 Utilisation of bilateral entitlements by AIL 

16.1.3.1 Under-utilisation of fifth freedom rights by AIL 

The right to fl y between two foreign countries on a flight originating or ending in one's own 

country is referred to as fifth freedom traffic rights. Fifth freedom was intended to enhance 

the economic viability by picking up and dropping off passengers along the way. There are 
three distinct types of 5th freedom traffic rights as given below: 

37 Ira11, Iraq, Kazakhsta11 , Si11gapore, Ho11g Ko11g, Blrutan, Sri ltmka and Egypt. 
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• 'intermediate point', where the right is granted from a third country to a second one 

between the third and the grantee; 
• 'beyond-point', where the country giving the right allows traffic to continue to third 

countries; 
• 'behind-point' or 'anterior-point' where the grantor allows service between other 

destinations outside of the grantee's country of origin. 

Designated carriers of India, including AIL, had been granted fifth freedom rights in a 
majority of the bilateral agreements. Out of 50 MoU s reviewed, Audit noticed that designated 
carriers of India had clear intermediate/beyond fifth freedom rights- in 28 agreements. In 
another 15 agreements, fifth freedom rights had been allowed with the requirement that 
points of call be either mutually agreed or be specified by India. Thus, in 41 out of 50 
countries reviewed, AIL had the option of utilising fifth freedom traffic rights. 

Audit observed utilisation of fifth freedom rights by AIL was low. Fifth freedom traffic was 
being carried by AIL only on a single sector in the approved winter schedule of 2011-12, viz. 
the India-Hong Kong-Osaka sector. In the summer schedule of 2015, AIL carried fifth 
freedom traffic on three sectors (India-Hong Kong-Korea, India-Hong Kong-Japan, India­
Bahrain -Abu Dhabi). Further, as per utilisation details in respect of Summer schedule of 
2016 provided by MoCA, AIL (along with Air India Express) had utilised fifth freedom 
rights in six sectors (comprising 10 countries)- India-Hong Kong-South Korea, India-Hong 
Kong-Japan, India-Bahrain-Qatar, India-Bahrain-Kuwait, India-Uzbekistan-Kazakhstan, 
India-Abu Dhabi-Ras-Al-Khaimah. Thus out of 33 countries where Air India/ Air India 
Express was operating, Air India had been able to utilise fifth freedom rights only on six 
sectors/ 10 countries. In case of Dubai, although fifth freedom rights were available to Indian 
carriers (AIL) and 'Change of gauge facility38at Dubai airport had also been agr~ed upol! in_ 
the bilateral agreement signed in February 2014, AIL failed to utilise these entitlements. 

MoCA replied (02 September 2016) that the fifth freedom rights were acquired at inter­
Governmental bilateral negotiations between Governments of the two countries as part of 
quid-pr_s>-:_quo ~o ba_lc:t_n_ce ou_t _the exc_hang~ of traffic rights between the countries. The 
availability of fifth freedom rights did not preclude its utilisation as the same depended on 
traffic potential,_ viability of operations, aircraft availability etc. At present, Air India and 
Air India Express were utilising some of the fifth freedom rights as per the schedule 
requirement. AIL was using 'beyond-rights' from Hong Kong to Osaka and Hong Kong 
to Seoul. Effective 15 August 2016, AIL has started a new connective Ahmedabad­
Loridon-Newark (AMD-LHR-EWR) which will enable it to use the fifth freedom right 
from London to Newark. Air India Express was utilising fifth freedom rights between 
Bahrain-Kuwait (BAH/KWI). 

It was evident from reply of MoCA that utilisation of fifth freedom rights by AIL was still 
not significant. 

38 In air transport, a change of gauge for a passenger or cargo flight is a change of aircraft while retaining the same flight number. The 
term is borrowed from the rail transport practice of gauge change. 
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16.1.3.2 Utilisation of seat capacity by AIL 

Air India operates fli ghts to 33 countries as per summer 2016 schedule. Audit noticed under­

uti lisati on of ailocated traffic right by Air India/Air India Express (AIE) (in summer of 

20 16) in 20 countries, (details are at Annexure -6). Audit noticed the following issues: 

• Air India/Ai r India Express had utili sed 100 percent of the allocated capacity vis-a-vis 13 

countries (Oman39
, Kuwait, France, Germany, ltaly/spain, South Korea, Hong kong, 

Australia, Sri Lanka, Austri a, Kazakhstan/Uzbeskistan , Ras-Al-Khaimah, Dubai ) Yet, the 

Company made no efforts at enhancements of these al locations to provide for future 

enhancements in capacity despite the significant increase in fleet size following 

procurement of aircraft. 

• The utili sation of allocations by Air India/Air India Express was ' nil' for seven 

destinations i.e. Canada, Bangladesh, Iraq, Kenya, Malaysia, Thailand, Sri Lanka. The 

utilisation was less than 50 percent of bi lateral entitlements in respect of Abu Dhabi, 

Bahrain, Kuwai t, Russia and Singapore. 

• In the India-Oman40 Sector and in India -Qatar sector, MoCA withdrew 540 seats (March 

20 15) and 2615 seats (September 20 15) respecti vely from AIL's allocation and 

transferred it to Indigo airlines due to non-utilisation of allocated seats by AIL. 

Management replied (02 February 20 16) that the observati ons are factua l and at a future date 

if AIL or its subsidiaries require any further increase in entitlements due to induction of 

capacity, the Government would be willing to give AIL/its subsidiaries entitlements from the 

balance avai lable or by increasing the quota for both sides. 

MoCA (02 September 20 16) too has concurred with the views of management . 

Audit observed that bilateral entitlements could not be full y utilised by AIL. This resulted in 

AIL forgoing its allocated capacity in favour of other private airlines in the India-Oman and 

India-Qatar sector. 

EC 

Slot Management I 6.2 

Airport slot at a level 341 airport is a key asset of an airline. A slot was a permission to use the 

full range of airport infrastructure necessary to arrive or depart on a specific date and time. 

An airline was entitled to retain slots on the basis of hi storic precedence if the slots had been 

operated at least 80 percent of the time during the period allocated in the previous equi valent 

season. Slots may be transferred or exchanged between airlines or used as part of shared 

operation subject to the provision of the guidelines and applicable regulations. 

39 

40 

41 

011 Oman rot/le AIL could u1ili:e 100 perce111 of ir.1· a//ocario11 ll'hereas AIE could nor 111i/ize 1he a//ocared capacity. 
011 Oman and Qatar sectors withdrawal of seats were in respecl of AIE. 
Level 3 means Airports where capacity provider have 11ot developed sufficient infrast ructure or where govemmellls hm•e imposed 
condi1io11 1ha1 make ii impossible ro mee/ demand. 
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I 6.2.1 Slot holding at Domestic Airports 

Airports Authority of India managed the slots for domesti c airports. For airports managed by 

Joint Venture Companies (JVC) in case of Delh i, Mumbai , Hyderabad, Bangalore etc. and 

defence airports, the respective JYC/defence body allocated the slots. IA TA guidelines were 

followed in international airports. MoCA guidelines, which took into account the IA TA rules, 

were followed in domestic airports. The passenger traffi c in India was the highest in the 

Delhi-Mumbai sector. The slot-holding of AIL in these two airports vis-a-vis its domestic 

competitors is indicated in the chart below: 

Chart I: Slot distribution in Mumbai-Delhi sector from Summ er-2010 to Summcr-2016 

• Total Frequency per week • Al/IC Frequency per w eek 
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The slots held by AIL increased fro m 77 in summer 2010 to 129 in summer 2015 and then 

decreased to 82 in summer 201 6. The share of AIL also increased from 19.01 percent in 

summer 2010 to 26.87 percent in summer 2015 and decreased to 18.43 percent in Summer 

2016 . The slots of Indigo increased from 112 to J 19 and that of Jet airlines increased fro m 

J 04 to J 11 respectively during the same period. 

Audit noticed from monthly repo11s on slot performance of Delhi International Airport Ltd. 

(DIAL) that performance of AIL on slot utili sation was poor. DIAL had requested AIL to 

take appropriate steps for improvement. No significant improvement was however noticed 

with performance on some slots in summer 20 14 being as low as 5 percent. Audit d id not fi nd 

any communication from AIL to DIAL assuring better performance on slots. 

Management in its reply (02 February 2016) whi le accepting the poor slot performance of 

AIL stated that no action was being taken by DIAL against AIL on its poor performance. 

MoCA (September 2016), while concurring with the views of AIL stated that there was 
increase in the number of slots at Delhi Airport. 

The number of slots of AIL decreased at Mumbai-Delhi from 129 (summer schedule 2015) to 

82 (summer schedule 2016) and as per guidelines of IA TA there was a possibility of slots 
being withdrawn in future on account of poor performance. 
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I 6.2.2 Slot holding of AIL at International Airports 

Airports are categorized by responsible authorities according to three levels of congestion for 
the purpose of airport coordination. Slots at Level 3 airports were most sought after as the 
demand for slots there exceeded the avai labi lity. 

Chart 2: Levels of Airport 

Levell 

Level2 

Level3 

• Airports where the capacity of t he airport 
infrastructure is generally adequate to meet the 
demands of airport users at all times 

• Airports where there is potential for congestion during 
some periods of the day, week, or season which can be 
resolved by schedule adjustments mutually agreed 
between the airlines and facilitator 

• Airports where capacity providers have not developed 
sufficient infrastructure, or w here Governments have 
imposed conditions the make it impossible t o meet 
demand 

Source: Guidelines for slot allocation (MoCA) 

Air India operated at 18 Level 3 international airports (refer Annexure 7 for details). 

Management of slots by AIL in these airports was examined in Audit, of these, audit 
observations relating to Dubai airport are given below. 

Dubai airport: 

AIL could not retain its slot at Dubai with effect from February 201 3 for Mumbai- Dubai 
sector. The Company reduced its frequencies on this sector from 18 in summer of 2012 to 
seven in winter of 2014. At the same time, Jet Airways increased its freq uencies from 21 to 
35, thus capturing a larger share of the market. With the increased number of aircraft with 
AIL (on account of new induction), there could be a future requirement of slots at Dubai 
airport. Dubai, however, was a slot constrained airport and the possibilities of additional slots 
in future would be remote as brought out in the course of the India-Dubai bilateral 

discussions. 

Management (02 February 201 6) and MoCA (September 201 6) stated that though there was 
reduction in frequency, the seats offered to Dubai increased from 10244 per week in 2010 to 

10382 per week in October 201 5. 

The increase in seats highlighted in the reply was only marginal. Besides, Dubai was a slot 
constrained airport and future availabi lity of slots was remote. 

[~.3 Monitoring of B~~~ and Slot management 

I 6.3.1 Monitoring of bilateral rights 

The Ministry of Civil Aviation was required to constantly monitor the utilisation of traffic 
rights allocated to various airlines. Audit noticed lack of adequate monitoring on the part of 

MoCA/DGCA as detai led below: 
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• MoCA called for details of only unutilised rights at the time of allocation of additional 

traffic rights to airllnes for subsequent schedules. In fact, the proforma prescribed by 

MoCA did not capture the details of utilisation of rights allocated to an airline. DGCA 

also did not call for details of utilisation once a flight schedule had been approved and 

thus DGCA assumed the approved schedule of an airline as its utilisation. 

• The Air Services Agreement stipulated that the aeronautical authorities of each Party 

should provide or cause its designated airline(s) to provide, to the aeronautical authorities 

of the other Party, statistics relating to the traffic carried during each month on the agreed 

services to and from the territory of that other Party showing the points of embarkation 

and disembarkation of such traffic. Such statistical information from foreign airlines was 

not found on record except in the case of Dubai. 

• In case the available traffic rights were not sufficient to cover the requirements reflected 

iri the applications, the allocation of traffic rights to various eligible applicants as per 

order of DGCA (July 2009) should be in the ratio of Available Seat Kilometres (ASK.Ms) 

deployed by the applicants on domestic scheduled air transport services during the last 

five years. Audit observed that in the case of Oman, where utilisation by Indian carriers 

was high, the traffic rights allocated to Indigo were curtailed without working out 

ASK.Ms deployed by Indigo on domestic scheduled services for the last five years. 

• It was stipulated (in the DGCA order of July 2009) that after allocation of traffic rights on 

the international routes, the air transport undertaking should not reduce its ASK.Ms 

deployed on the domestic routes. In case of any reduction in the ASK.Ms on the domestic 

routes, the allocation of traffic rights on international routes should be reviewed and a 

decision, as deemed fit, should be taken. Audit observed that ASK.Ms deployed by Jet 

Lite depicted a decreasing trend during the period from 2012-13 to 2013-14. However, no 

evidence of any review of international traffic rights of Jet Lite was found on record. 

The Ministry stated as follows in its reply (02 February 2016): 

• A chart showing the capacity allocated and utilised by Indian carriers was readily available 

and was updated after each schedule period. 

• ASK.Ms were taken into consideration and allocation was made in the proportion of 
ASK.Ms in case of Dubai. 

The reply of the Ministry needed to be considered in the following context: 

• The capacity utilisation for a scheduled period was indeed called for during consideration 
for additional entitlements. However, this was not done on a regular basis during the 

period of operation of these rights. Thus, timely reallocation of unutilised rights was not 
possible. 

• While the Ministry stated that ASK.Ms were taken into consideration, Audit had pointed 

out the case of Oman where Indigo's traffic rights had been curtailed without any analysis 
by the Ministry on the basis of ASK.Ms. 
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I 6.3.2 Monitoring of slot management 

Airlines should only hold slots that they intend to operate or use. Airlines were expected to 

return immediately any slots they would not use in order to ensure that scarce capacity was 

not wasted. It might be possible to reallocate returned slots to other operators even at short 

notice. Slot guidelines contained the followi ng provisions to monitor the slot utilisation: 

• Clause 5 (vii) guidelines on slot allocation, issued by Ministry of Civil Aviation (May 

20 13) stated that, in case airline did not utili se the allocated slot for one month, the 

allocated slot might be cancelled. DGCA informed that thi s was a part of CAR wherein 

airlines had to inform all concerned agencies the utilisation of slot and/or flights not 

operated for a considerable period for purpose of cancellation. However, Audit scrutiny 

did not reveal any steps taken by DGCA for cancellation of such slots. 

• Rule 5 (vi) of Slot guidelines stipulated that amendments in schedule during mid-season 

might be discussed and finalised by a committee headed by Joint Secretary, MoCA, 

officials from DGCA, AAI and JYC of airports. The Committee should meet at least once 

in a month to discuss and finalise these amendments. Audit did not find any record in the 

Ministry/DGCA to assure that mid season amendments had been approved by the 

Committee in terms of above stated provision. Bes ides, it was noticed from records of 

Delhi International Airport Limited (DIAL) that mid season amendments were carried out 

by the operators of airports themselves. 

Large scale enhancement of seat capacity entitlement, particularly in the Gulf region (Dubai 

and Abu Dhabi) beyond the point-to-point passenger traffic requirements between India and 

these destinations led to sharp increase in sixth freedom carriage to and from India. 

AIL failed to utilise its allocated share of traffic rights which made it vulnerable to transfer of 

such rights to other Indian carriers. AIL al so had significant fifth freedom rights which could 

have been effectivel y utilised to address the diversionary effect of sixth freedom carriage 

by foreign airlines. However, fifth freedom rights had not been significantly utilised by AIL 

so far. 
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Chapter 7: Network and Route Strategy 

I A. NETWORK STRATEGY 

Network planning is integraJ to revenue generation capabi lities of every airl ine. The right 

network strategy would prompt efficient utilisation of aircraft fleet. Consequent to the merger 

of Air India and Indian Airlines in August 2007, the network was re-structured to remove 

overlapping operations in common markets (mainly Gulf & South East Asia). In February 

2009, Mis. SH&E (Network Consultants) were tasked with a "Clean Sheet Exercise" to 

develop a combined network for the combined fleet. The objective was to maximise 

profitability/ minimize Joss. 

7.1 Failure to operationallse hubs at Mumbai and Chennal 

Ml . SH&E sugge ted a network trategy to be fo llowed up to the year 20 14. The strategy 

involved non-stop flights to major markets around the world from Indian hubs using state-of­

the-art aircraft. M/s.SH&E also suggested development of major domestic hubs in Delhi, 

Mumbai and a mini hub in Chennai. The consultant strongly recommended domestic hubs in 

home markets and uggested withdrawal from non- trategic and loss making markets. 

The TAP (2012) al o envisaged primary hubs in Delhi and Mumbai with smaller hubs 

situated within and outside India. A mix of low cost and full ervice offerings was envisaged. 

TAP intended that AIL establish low cost carrier (LCC) operations, Indian Shuttle Services. 

Medium haul intemationaJ routes were to be targeted through hubs by mainl ine and point-to­

point route by low cost operations. 

Aud it noticed that AIL operated (March 2016) a single hub at Delhi. Though the integrated 

terminaJ in Mumbai had been operationalised in January 20 14, no steps had been taken yet to 

operationalise the hub at Mumbai . No efforts at setting up the Chennai hub were aJso noticed. 

Management confirmed (February 20 16) that only the Delhi hub had been operationalised ti ll 

date and stated that hub and poke42operationalisation required exten ive network and 

involved high investment in manpower and equipment a it was expected to erve the transit 
passengers with great speed and efficiency to ensure that the on-time-performance (OTP) did 

not get affected. Management also informed that Mumbai was also being developed as a hub 

and that recently AIL had shifted its operations to the new terminaJ at Mumbai and would 

take time to establi sh a hub and spoke network from Mumbai . 

MoCA in its reply (02 September 20 16) stated that in- pite of the con traints at Mumbai 

Airport it was an effective hub for dome tic serv ices as pa engers from nearby cities had the 

41 Hub and spoke • all traffic mo1·es along spokes connected to the /rub at tire cell/er with vel')' few direct flights bet\Veen orlrer 

destinations. 
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option of travelling to other major cities in India via Mumbai with minimum connecting time. 

On the International network, fli ghts to Middle Ea t, South East Asia, Europe, USA and Far 

East also offered at least oneway convenient connecti vity to passengers from interior airports. 

Chennaj Airport also provided convenient domestic connecti vity to pa enger from interi or 

areas. However, it mjght also be noted that most of the interior airports in South India, uch a 

Kochi , Trivandrum, Calicut, Coimbatore, and Madurai were connected by direct service to 

Delhi and/or Mumbai. As such , the scope for making Chennai a hub was limited. 

The reply of MoCA was not tenable a one of the recommendation in SH&E report wa to 

target non-stop fli ghts to major markets around the world from Indian hubs u ing the tate-of­

the-art aircraft. It was becau e of thi s that SH&E sugge ted development of major dome tic 

hubs in Delhi , Mumbai and a mini hub in Chennai.The hubs at Mumbai as envi saged in TAP 

and Chennai as envisaged by M/S SH&E, had not been operationalised yet and hence the 

benefits expected from the network strategy by creating hubs had not been achieved. 

7 .2 Failure to operationalise Low Cost Carrier 

The Company proposed (July 2009) launching low co t operations in the Indian dome tic 

market in line with the growing market share o f domestic low co t carrier (LCC) from a 

mere fi ve percent in 2004-05 to about 50 percent in 2008-09 as compared to the stagnant 

market share of full service carriers during the same period. Air India intended to re-orient it 

trategy and enter the growing LCC segment in Indian domestic markets considering low 

investment requi red, implementation in short time frame and coverage of both metro and 

non-metro route o as to minimise cannibali sati on o f traffi c from full service operati on o f 

AIL. The LCC egment was to be launched from mid-September 2009. 

TAP (201 2) envisaged launch of ' Indian Shuttle Service' (ISS) by AIL. The strategy was to 

utilise al l economy (180 seater ) narrow body aircra ft to target a new passenger segment. 

The Company had proposed to induct 32 A-320 aircraft fo r ISS operations over a period of 8 

year , starting from financial year 201 2. Aud it noticed that there wa no progress in the 

launch of low co t operation by AIL. The uggested trategy and intent of TAP was thu not 

realised. 

Management replied (02 February 2016) that in order to combine the LCC model with Full 

Serv ice Carrier Model (FCC), AIL had converted 14 A-320 aircraft into all economy and al I 

recent induction was also o f all economy configuration. It was fu rther stated that AIL wa 

looking at a hybrid model of FSC and LCC. Further, there were no norms defining the LCC 

by the regulator, the only difference being in the seat. and the serving o f meals on fli ght. The 

Ministry opined that the audit conclusion that LCC model was not attempted by the Company 

needed to be corrected. 

MoCA replied that AI took a conscious decision to adopt the hybrid model and not to go in 

for ISS/LCC model on commercial considerati ons mainly due to upsurge in bu ine s clas 

traffic and its entry in the Star Alli ance which required distribution through GDS, Code Share 

arrangements, Frequent Flyer Program (FFP) etc. with foreign airlines, which were 

distinctive features of a full serv ice carrier. 
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The Management reply indicated that AIL had moved away from the TAP strategy of 

creating a separate low cost segment 'India Shuttle Service' .The rationale for this was unclear 

given the fact that the market conditions had not radically changed since formulation of the 

TAP and low cost carriers remained the most profi table segment in domestic sector at 

present. Moreover, LCC/ISS could not be launched, as proposed in September 2009. 

7.3 Scheduling of aircraft 

Flight scheduling, aimed at optimising the deployment of the airline's resources in order to 

meet demand and maximise profi ts was the central element of an airline's planning process. 

The business strategy of the Company was to focus on introduction of an appropriate network 

model and also to improve customer service and operational efficiency. The process of 

schedule preparation was linked to inputs obtained from Engineering and Operations 

Departments on the availabil ity of aircraft and crew. A review of aircraft utilisation in the 

following cases revealed that improper planning led to sub-optimal utilisation of aircraft. 

Better utilisation of the available aircraft (even after considering grounding), particularly in 

the domestic segment where there was requirement of additional aircraft, would have led to 

reduction43 in fi xed cost by ~119.0 I crore44 and a potential revenue loss of ~1024.80 crore 

(approx.) 45as indicated in Para 7.3. 1 below. 

7.3.1 Sub-optimal utilisation of leased and owned aircraft 

Operational performance of five A-319 leased aircraft for the period 2010-11 to 2015-16 (or 

till lease return) is shown below: 

Table 7.1 Operational Performance of five leased A-319 aircraft 

Airl'rnfl Particular 2010-11 2011-12 2012-13 20U-1-I 201-1-15* 2013-16 Tot:1I 
Regn. 

VT-SCA, Total No. of days aircra ft grounded 453 226 11 1 157 65 77 -
scs, sec. (in days) 

SCD&SCE 
Aircraft available for utilisation (in days) 1372 1604 1714 1578 1030 101 8 83 16 
(A) 

Actual utilisation of aircraft on effective 9100 12 10 1 15353 14220 89 13 7436 67123 
days (in hours) {B) 

Actual daily utilisation on effective days 6.63 7.54 8.96 9.0 l 8.65 7.30 -
(in hn;) (C )=(B)/(A) 

Target in TAP fo r dai ly utilisation (in hrs) 9.9 10.5 10.5 II 12.25 12.25 -
(D) 

Shonage in daily utilisation vis-a-vis TAP 3.27 2.96 1.54 1.99 3.6 4.95 -
on effective days (in hn;.) (D-C) 

Aircraft fl ying hours unutilised against TAP 4483 474 1 2653 3 138 3704 5034 23753 
target on effective days (in hours) 

Average per hour revenue on operations (t in lakh) 2 .75 3. 11 3.53 3.63 2.4 3.13 

Average variable cost on operations~ in lakh) 2.69 3.25 3.08 3.1 2.2 1 2.59 

43 Reduction in fixed cost= Pore111ial Revenue - Expected Variable Cost 
Reduction of fixed cost by n 19.01 crore is arrived at by expected saving i11fixed cost \'58.85 ( A-319 aircraft) 11011 recovery of fu:ed 
cost of ~0. 16 ( A-321 aircraft) 

45 Potelllial revenue loss of ~1024.80 crore has arraived by adding Loss of Potemial revenue of ~24.766 a11d of ("300.04 
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Airl'rafl l';irtkular 2010-1 I 2011-12 21112-13 2013-1-' 201.i-1s• 2015-16 Total 

lki:n. . .. 

Loss or Potential revenue <' in Crore) 123.28 147.45 93.65 113.91 88.9 157.57 724.76 

Expected Variable Cost (t in Crore) 120.59 154.08 81.71 97.28 81.86 130.38 665.9 

Expected savings in Fixed Cost (t in Crore) 2.69 -6.64 11.94 16.63 7.04 27.19 58.85 

Source: Data received from AIU Finance and Engineering 
Note: Potential revenue and expected variable cost fo r the period 20 10-11 to 2015-16 is average of total narrow body operatio11S. 

The Company failed to meet the targeted dai ly uti lisation of its five leased A-319 aircraft 

even on avai lable days (excluding the days when aircraft were grounded). The short 

utilisation ranged between 7.48 percent and 41.60 percent during the period 2010-11 to 

2015-16. Had the Company planned optimal utilisation of its resources as envisaged in TAP, 

even on available days, it could have earned an extra revenue46 to the tune of ~24.76 crore 

and consequently recovered its fixed cost by ~58 . 85 crore. 

Similarly, review of operational performance of seven47 A-321 owned aircraft on effective 

days was carried out for the period 22 April 2014 to 31 March 2016. This revealed that the 

Company could not optimally utilise its new A-32 l aircraft, which were inducted during the 

period July 2007 to May 2010, and failed to meet the targeted daily utilisation even on 

available days (excluding the days of grounding for any reason). The shortages ranged 

between 7.43 percent and 26.29 percent during the aforesaid period. This deprived the 

Company of extra revenue48 to the tune of ~300.04 crore and non-recovery of its fixed cost 

by ~60. 16 crore49
. 

A review of utilisation of available narrow body pilots for flying these aircraft during the 

period 2012-13 to 2015-16 (upto December 2015) revealed that 61 percent to 78 percent of 

the pilots flew less than 72 hours in a month and 60847 to 94386 hours of pilots remained 

unutilised. 

Management stated (February 2016) that there was a discrepancy in the block hours quoted 

by Audit. Management further stated that the utilisation of seven A-32laircraft were found to 

be more than TAP target whereas utilisation of A-319 aircraft was slightly lower than the 

TAP target. Management also assured that there was a continuous effort to improve the 

utilisation of aircraft which depended on variety of factors like availability of aircraft, spares 

and crew apart from FDTL, schedule, employee morale and infrastructural constraints. 

MoCA stated that the schedule of operations was prepared taking into account the availability 

of aircraft, crew and that the objective of the scheduling exercise was always maximisation of 

ASKMs, by utilising the aircraft capacity to the maximum. During the period under 

consideration, there had been severe limitations on availability of cockpit and cabin crew for 

utilisation of aircraft. 

46 

49 

Calculated on the basis of domestic revenue earned and variable cost incurred per day on the basis of concerned year's route 
economics 
7 A-321 Aircraft - VT-PPA, VT-PPD, VT-PPJ, VT-PPK, VT-PPN, VT-PPT & VT-PPX 
Calculated on the basis of domestic revenue earned and variable cost incurred per day on the basis of concerned year's rowe 
economics 
Reduction in fixed cost = Potential Revenue - Expected Variable Cost 
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Reply wa not tenable in view of the fact that TAP target were for fleet utili sation in term 

of ' fl ying hour ' and not on the basi of ' block hours'. Block hours were higher than fl ying 

hours50
. Audit had adopted the quantum of ' fl ying hour ' fo r working, as per the TAP target, 

to indicate the potential revenues and contribution to fi xed costs that would have been 

generated, had the TAP targets regarding fl ying hours been adhered to. Moreover, potential 

revenue lo and expected savings in fi xed costs po inted out above was indicati ve and not 

conclu ive, and aimed at highlighting the failure to uti lise the available resources optimall y. 

I 7.4 Route Strategy 

AIL carried out route rationali ation which included periodical monitoring of carri age, load 

factor , financial perfo rmance of routes on it network and made effo rts to improve their 

performance. Whenever recurrent losses occurred on a route, the reasons were analy ed and a 

deci ion on continuation, termination or rati onalisation o f the route was taken. For thi s 
purpo e, the airline prepared a route-economic tatement. 

AIL provided provisional data regarding route-econo mics for all years under review and thi s 

data formed the basis for audit review. AIL informed that the airline would start maintaining 

actual data with effect from 2015- 16. 

There were three dri vers which affected profitability of routes namely revenue earned, 

variable cost and fi xed cost. All revenues received and costs incurred by the airline were 

allocated to the routes that were operated. 

Revenue: Revenue earned from operation included passenger revenue and revenue earned 

from cargo and excess baggage. Passenger revenue accounted for nearly 70 percent of the 

total revenue. 

Variable cost: Variable cost reflected the co t of operations. It included co t of aircraft fuel 

and oil , materi al consumption, repair , airport charge , operating crew expenses, insurance, 

food and cabin service amenities, customer relation ervices, etc. 

F ixed Cost: Fixed cost comprised o f three elements, direct costs, indirect costs and non­

operating costs. Fixed costs were apportioned to individual flights based on a set of pre­

determined criteri a (available seat km, revenue passenger km, hours of flight, number of 

pa senger , etc). 

Direct costs: Direct costs included salaries and allowances of crew (not covered in variable 

costs), salaries of employees in stores, aircra ft in urance, depreciation, obsole cence of 

pare , material consumed including outside repairs, sales & lease back, dry lea e rental, 

booking agency co ts . 

Ind irect costs : Indirect costs included salaries of taff other than crew and engineering, other 

depreciation and sales promotion. 

Non-operating costs: Non operating cost included interest charges on aircraft loans, other 

borrowing and finance charges. 

Block hours - Total time from the moment aircraft first moves fro111 loadi11g poi11t 1111til it swps at 1111/oadi11g poi11t: 
Flight hours - Time berll'een take off a11d to11chdoll'11. 
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Variable cost was higher than the fixed co t, the ratio of variable cost to fi xed cost varying 

between 62:38 and 68:32. The most significant component of variable cost was Aviation 

Turbine Fuel (A TF) which accounted for 53 to 65 percent of the variable cost. Non-operati ng 

costs formed a significant component of fixed costs and interest payment was the most 

critical component. Route profi tability would depend on the interplay of the three parameters 

namely, revenue, variable costs and fixed costs. 

I 7.4.1 Route profitability 

I A. Overall profitability 

The overal l profitability of AIL (including both international and domestic operations) based 

on revenue, variable cost and fi xed cost for the period 2010- 11 to 20 15- 16 is summarized in 

the table below: 

Table 7.2: Overall profitability of routes of AIL 

Year 

2010-11 

2011-12 

2012-13 

2013-14 

2014-15 

2015-16 

Total 
Rc\enuc 
(~in crorc) 

11079 

1243 1 

13327 

15345 

16768 

16689 

Source: AIL route economy statement 

Variable 
cost 
Cf in crore) 

11 943 

14165 

12642 

14238 

14 166 

12587 

Fixed Cost 
(~in lTorcJ 

6669 

70 16 

5857 

6909 

8488 

96 17 

Surplus/ 
I Oclicit) 
O\er 
\ariahlc 
cost 
If in crore) 

(864) 

(1734) 

686 

1107 

2602 

4 103 

Surplu..,/( Dclicil) 
O\Cr Toi.ii co .. 1 
(~in crore) 

(7533) 

(8750) 

(5172) 

(5802) 

(5887) 

(55 14) 

The foJlowing facts emerged from the information in the above table: 

Arnilahlc 
Se<tl 
kilometer 
(l\lillion) 

45882 

45445 

40 197 

45078 

48290 

50847 

The ASKM of AIL decreased during the pe1iod from 2010-11 to 2012- 13, following which 

there had been a steady increase till 201 5-16. Revenue had steadil y increased, the percentage 

increase of revenue in 2014-15 over 2010- 11 being 51.4 percent. The revenue however 

decreased marginally in 2015- 16. Both variable costs and fixed costs had increa ed though at 

a lower rate of 18.6 percent and 27.3 percent respectively from 2010-11 to 20 14 - 15.This had 

re ulted in AIL achieving a surplus over variable co t by 2012- 13.This surplus had steadily 

increased from ~686 crore in 2012-13 to ~4 103 crore in 2015-16. 
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AIL, however, had fai led to generate adequate surplus to meet the total cost (fixed and 

variable costs), the defici t over total costs being ~5514 crore in 2015- 16. It was however 

noticed that the quantum of overal l deficit has reduced by 27 percent only over the six-year 
period from 2010-11to2015-16. 
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-3000 
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-5000 

2010-11 
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-7000 

Chart 3: Shortfall in recovery of Total Costs 
(~in crore) 

2011-12 2012-13 2013-14 2014-15 2015-16 

-2622 
-3697 -3755 

-4273 -4463 

-6128 • Domestic International 

As can be seen from the above chart, both domestic and international operations had an 

overall deficit but the most significant contributor to the deficit was international operations. 

The deficit on international operations had decreased considerably to ~3697 crore in 2012-13 

but increased to ~4463 crore in 20 14- 15. In 20 15- 16 the overall deficit in recovery of total 

cost in international operations decreased further to ~3755 crore. 

Management replied (02 February 2016) that route rationalisation was a continuous process 

and changes were effected in line with AIL's network strategy and strategic importance and 

long term viability of a route. Higher PLF and Yield per RPK had resulted in growth in 

surplus over variable costs. In respect of international routes, a surplus of n253 crore over 

variable cost had been achieved during 20 14- 15 as against deficit of ~992 crore during 

2010-11 ; a gain of about ~2245 crore in spite of variable costs being higher by 13 percent at 

the same level of capacity in 20 14- 15 as in 2010-11 . ln domestic routes, the increase in 

surplus over variable costs of ~1348 crore during 2014-15 as against surplus of ~128 crore 

during 20 10-11, a gain of ~1 220 crore had been achieved in spite of variable costs being 

hjgher by 32 percent as against 26 percent increase in capacity in 2014-15 over 20 10-11 . 

MoCA stated that it was not possible for any airline to meet its total cost on all the routes. 

Whenever a route was launched, it was onl y the surplus over marginal cost which was 

considered for establishjng the route. This surplus contributed to absorbtion of the fixed cost. 

lf an airline had to launch route to cover the total cost, it would become very difficult to 

expand its network or carry out its operation in a holistic manner. MoCA also stated that AIL 

was able to achieve 91 percent capacity covering variable cost of operations in 20 15-16 as 
compared to 18.6 percent in 2010- 11 on account of drop in fuel price, be tter yie lds and 

improved load factor. 

While the improvement is appreciated, it needs to be kept in view that the airline needed to 

meet its total costs and generate surplus for effecti ve turnaround. lt was also important to note 
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that though the capacity of international routes increased only by 5 percent (in terms of 

ASKM deployed), there had been a large increase in number of aircraft over 2010- 11 to 

20 15-16 which had not been appropriately uti lised. Further the position improved during the 

year 2014-15 and 20 15-16 mainly due to a downward trend in the ATF fuel prices which 

compri ed 53 percent of variable cost which declined substantially in these two years. 

I B. Profitability of services/routes 

A ummary of recovery of co ts in ervice /route operated by the airline (both international 

and domesti c) for the period 2010- 11 to 20 15- 16 is given in table below: 

Table 7.3: Summary of services 

recovering 
cost 
Sen ices 75 80 58 68 36 33 32 22 10 13 5 31 
recoHring fuel 
cost but not 
Variable Cost 
Services 23 58 11 46 27 82 25 91 45 98 56 113 
recovering 
Va riable Cost 
but not Total 
Cost 
Services 8 2 0 3 II 2 7 5 10 7 10 

Total 

Sourct': AIL rowe economy statement 

The table above indicated the fo llowing: 

);;>- A number of service /routes had been rationali ed. International service had been 

reduced significantl y from 110 in 20 10- 1 J lo 60 in 2014-15 before it increased to 68 in 

201 5- 16. Domestic services had also been reduced from 159 in 20 10- 11 to 12 1 in 2014-

15 before it increased to 154 in 20 15- 16. Even then, the number of internati onal services 

recovering the total cost had reduced from e ight in 2010-11 to seven in 20 15- 16. 

);;>- 36 services (5 international and 3 1 dome tic) did not recover the variable co ts in 2015-

16, though they met ATF costs. Another 169 services (56 internati onal and 113 domestic) 

did not recover total cost , though they recovered variable costs. Only 17 erv ices (7 

international and 10 domestic) recovered the total co ts in 20 15- 16. 

);;>- There had been signi ficant improvement in 20 15- 16 in recovery of variable costs, with 

the number of international serv ice recovering variable costs increa ing to 56 agai n t 45 

in prev ious year. Thi s improved profitability could be attributed largely to the harp fall 

in ATF prices. 

);;>- All international services since 2012- 13 and all domestic services si nce 20 14- 15 had 

recovered the fuel costs. 

Managemen t replied (02 February 20 16) that perfo rmance should be analysed based on 

capacity in terms of ASKM and not on the ba is of hours or the number of route due to the 
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fact that there were aircraft with different seating capacity in AIL' s fl eet with wide variation 

in the cost of their operations. It was al so stated that revenue in 2014-15 was higher by 61.8 

percent compared to 2010-11 whereas capacity in terms of ASKM was higher by 26 percent 
on domestic network. 

While highlighting the performance during the period 2010-11 to 2014-15, MoCA stated that 

in International routes the capacity recovering only fuel costs decreased from 81.2 percent to 

20.5 percent, capac ity recovering variable costs increased from 18.6 percent to 75.5 percent 

and capacity recovering total cost increased from 0. 1 percent to 3.9 percent. 

In domestic routes capacity recovering only fuel costs decreased from 38.2 percent to 7 .5 

percent capacity recovering variable costs increased from 59.5 percent to 85. 1 percent and 

capacity recovering total cost increased from l .3 percent to 7.4 percent. 

While audit appreciates the performance in terms of ASKM, it was also pertinent to note that 

the Company could not achieve its targeted ASKM as pointed out in Para 5.3B. Moreover, 

the number of flights recovering total cost had not increased significantl y during the period 

from 201 2- 13 to 2015- 16. 

7 .4.2 Profitability of services on international routes 

The proportion of international services that did not meet total costs was far higher compared 

to domestic services. The shortfall in recovery in respect of international services increased to 

~4273 crore in 201 3-14 from ~3697 crore in 20 12- 13 to ~4463 crore in 2014- 15 and further 

reduced to ~755 crore in 2015-16. Region wise compari son of profitability of services across 

all international routes in 2010- 11 , 2014- 15 and in 201 5- 16 is as indicated below: 

Table 7.4: Regioowise comparison of profitability of international routes 

( r' in crore) 

2010-11 201.i. 15 2015-16 

llegjom No. ol D<fldt Ddkit ottr PLF Noof Odldl Ddldl PLF No. D<fldt Odidt Ottt PU' 
Serrltts over Total CG5t p<n:• ~ OVtt o .. r Toul ~rulfl ol o .... Total CG5t ,_...., 

qriablt "' .. nriablt CG5t Serr voriablt 

"""' ..... ica """' 
North America 5 (37.6) (1 ,322. 18) 69.1 3 96.92 ( 1,291.5 1) 70.7 4 621.48 ( 101 7.69) 78.1 
Canada 1 (78.22) (412.83) 66.3 0 

0 0.00 0.00 0 
Eurooe 5 (306.03) (1,093.72) 59.2 7 207.8 (1.251.14) 7 1.2 9 443.36 (1306.07) 71.6 
South Asia 2 1 ( 11.57) ( 120.46) 6 1.2 13 80.72 (109.68) 68.9 

15 86.99 (123.10) 69.2 
Russia 0 I (4 .28) (70.42) 49.9 1 22.89 (67.46) 64.7 
Australia 0 1 (40.53) (352.34) 69.5 

2 96.66 (225.86) 77.5 
Asia Pacific 15 (100.3 1) (836.28) 60.6 9 253.39 (682.45) 73.3 

9 582.34 (520.05) 73.0 
Gulf & Middle 62 (412.92) ( 1,838.89) 67.1 26 659. 16 (705.49) 78.0 
East 28 1064.96 (494.91) 74.6 
Domestic I (45.25) ( 153.54) 47.3 0 
Extensions 0 0 0 0 
Total 110 (991.9) (5,777.90) 60 1253.18 (4,463.03) 

68 2918.68 (3755. 14) 
Source: All route economics statement. Figures in bracket indicate deficit. 

The above table indicated the following: 
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> Service to North America Canada and Europe were the major contributors to los e . 

Together they had accounted for 49 percent of shortfall in recovery of total cost in 

20 I 0-11. Th is increa ed to 62 percent in 20 15- 16. 

> Shortfall in recovery of total co ts on service to North America alone reduced onl y 

by <30.66 crore till 20 14- 15 even after reducing the number of ervices from fi ve to 

three. Losses on existing ervices to Europe increased with increase in passenger load, 

the two new routes (Rome-Mi lan and Birmingham) operated al o increased the 

shortfall in recovery of total costs by <390 crore by 2015- 16. 

> The Gulf and Middle Ea t route , Asia-Pacific routes and South A ia routes improved 

in profitability as all the e routes recovered their variable costs and the shortfall in 

recove ry of total costs also reduced significantly in 201 5- 16. AIL also achieved 

surplu over variable cost in all the regions during 201 5- 16. 

While confirming the facts, Management replied (02 February 201 6) that all regions except 

Rus ia and Au trali a earned urplus over variable co t in 2014- 15. Management reque ted 

that services be anal ysed on variable costs a variab le costs were incurred on route ba i 

whereas the fixed costs that were added to the variable costs to arrive at total cost were 

incurred on company basis. 

Profitability had been calculated with respect to recovery of both variable cost and total cost. 

As the objecti ve of turnaround of the Company was lo generate overall profit , the position 

vi -a-vi recovery of total co l had also been reviewed. It wa pertinent to note that the 

hortfall in recovery of variable cost had been addre ed by 20 14- 15. Thi trend had 

improved further in 2015- 16. 

17.4.2.1 Loss making services to United States of America (USA) 

There were four services being operated by AIL lo USA in 2015-1 6. Since the contribution of 

services to USA was the highest, these services were selected for specific scrutiny in audit. 

AIL pointed out (02 February 20 16) that one third of AIL's passenger revenue was earned on 

account of tran fer traffic at Delhi hub (from domestic fli ghts to international and vice ver a) 

achieved as a network carrier. In view of this, Management stated that it was not prudent to 

anal yse the performance of an individual flight on stand alone basis. 

While Audit appreciates the argument put forward by the Management, the analy i of 

individual routes done by Audit was based on the route-wise data maintai ned by the 

Management. This data was also used by the Management for reporting to the Board on 

performance of routes. Be ide , wherever Management had provided data on contribution to 

be added to a particular route, arising from its nature of being a network carrier, it had been 

taken note of by Audit. 

ln 2010- l 1, AIL operated four ervices on the India-USA route. The servi ces had been 

reduced to three by 20 l 4- 15. The frequency of operation for the continuing flights was al o 

reduced from 2598 in 2010- 11to2185 in 20 14- 15 wi th a resultant reduction in ASKM by 

7 18.3 1 kms. Over this period, the lndia-USA market increased by 7.6 percent, however the 

market share of AIL decrea ed by 1.8 percent. However in 201 5- 16, AIL market share 

increased by I. 15 percent. 
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Chart 4: India - USA(~ in Crore) 
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resulting in a surplus over variable costs being generated (2014-15 and 2015-16). Overall 

costs also increased sharply resu lting in the overall deficit at ~1291.51 crore in 2014- 15. This 

was higher than the deficit of ~ 1100.4 7 crore in 2010-11. However during the period 

2015-16, the overall deficit reduced to ~1017.69 crore. The cumulative revenue, cost and 

deficit generated during the period from 2010-11 to 2015-16 on thjs route is summarised 
below: 

Table 7.5 Details of operations in India-USA sector 

Flight particulars Re,·enue 

140/141: Hyderabad -Delhi- Newyork & 
vv• 

126/127-Hyderabad-Delhi Chicago & VV 

144/191-Ahmedabad-Mumbai-Newark & 
vv 

101/102-Mumbai-Delhi-Newyork & VV 

173/174-Bangalore-De.lhi-Sanfrancisco & 
vv 

Grand Total 

*Flighr 110.1401141 was operared 011 /y in 2010-11. 
Source: Rowe Economics sraremem of AIL 

302.10 

5284.65 

3867.24 

4764.74 

112.47 

14331.20 

Variable 
cost 

302.61 

47 12.23 

4097.90 

4559.26 

84.62 

13756.62 

Total Surplus/ 
cost (Deficit) over 

variable cost 

523.19 (0.51) 

7156.87 572.42 

6278.70 (230.66) 

6901 .97 205.48 

156.22 27.85 

2 1016.95 574.58 

Surplus/ 
(Deficit) 
o\·er total 
cost 

(221.09) 

(1872.22) 

(2411.46) 

(2 137.24) 

(43.74) 

(6685.75) 

As can be seen from the table above, the contribution to overall shortfall in recovery of total 
cost from thjs sector was ~6685.75 crore during the period under review. Since 2012-13, 

flights to Chicago and from 2013- 14 flights to New York had started recovering variable 
cost and in 2015-16 the newly introduced Banglore-Delhi-San Francisco route earned surplus 
over variable cost. The worst performing service in terms of deficit over total cost was Flight 
1441191-Ahmedabad-Mumbai-Newark and back fo llowed by Flight 1011102-Mumbai­
Delhl-NewYork & back. These two services were selected to further analyse in Audit and the 
fo llowing issues were noticed: 
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I A. 101/102- Delhi-New York & vv 

AIL restructured this route in winter 2010 by combining the service operated from Kolkata 

via Delhi and the service operated from Hyderabad via Mumbai. The combined service was 

to be operated ex-Delhi with connecting flights from Mumbai using B-777-300 ER aircraft. 

While combining the flights, it had been projected that the route would achieve hjgher load 

factor of nearly 80 percent. Audit noticed that the passenger load factor did not reach the 

targeted 80 percent. While it increased to 73.5 percent by 201 2- 13, the load factor decreased 

to 69.8 percent in 2014-15 before it increased to 77 percent in 2015- 16. 

Management replied (02 February 201 6) that in spite of stiff capacity induction by 

competitors, the achievement of significant increase in revenue and surplus over vari able 

costs could be attributed to restructuring of the routes, establishing excellent both ways 

connections to other cities in India through Delhi and Mumbai and increased hub and spoke 

operations that offered seamless travel facility to passengers from interior points. Further 

Management also stated that these services had been generating surplus over variable costs 

since 2013-14 on account of increased revenue and higher PLF and yields. Management 

however conceded that the route was not able to achieve the projected PLF of 80 percent due 

to capacity increase, stiff competition on this route and highly seasonal nature of traffi c. 

In fact, the decreasing PLF (decreased from 73 .5 percent in 201 2- 13 to 69.8 percent in 2014-

15), depressed the revenue earnings from the route. The route managed to meet the variable 

costs in 201 4-15 only on account of the sharp fall in ATF prices in that year. MoCA had no 

further comments to offer. 

I B. 191/144- Abmedabad-Mumbai-Newark & vv 

The Ahmedabad-Mumbai-Newark route was operated with B-777-200 LR aircraft with effect 

from winter 2010. The aircraft was replaced with B-777-300 ER aircraft in November 2013 

to offer higher number of seats per flight and thereby reduce the cost per seat. 

Audit analysis of operating results during the period from 2010-11 to 2014- 15 revealed that 

the passenger load factor decreased from 77 percent in 2011-12 to 68.7 percent in 2014-

15.The route did not recover variable costs in all the fi ve years, adding to the losses of the 

airline. The lower passenger load factor was on account of payload restrictions as detailed 

below: 

During the period, October 2010 to June 2011 , runway of restricted length onl y was available 

at Mumbai due to ongoing runway work. This led to payload restrictions. The allowable 

capacity of B-777-200 LR aircraft was limited to approx. 27000 kgs which reduced the 

passenger carrying capacity of the aircraft from 256 (B-777-200 LR) to 2 19 without cargo or 

to 154 passengers with 8000 kg of cargo. 

During the period, November 201 3 to February 2015, thi s service was affected due to 

obstacles such as trees, poles, hoardings etc. in the runway of M umbai airport. The maximum 

permissible take-off load was restricted to 3 .42 lakh kg against the possible weight of 3 .5 1 

lakh kg, with a consequential restriction of number of passengers to 270 instead of 336 
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(capacity of B-777-300 ER aircraft). With the removal of some of the obstacles, the Company 
was finally able to carry 336 passengers from February 2015. 

Audit noted that the Company was aware of the obstacles from the aerodrome obstacle chart 
published in April 20 12. However, only after deploying B777-300 ER aircraft, AIL 

approached (November 2013) AAl for appropriate action to remove the hurdles to enable it to 
operate the flight with full capacity. Despite lack of response from AAI/MIAL, the matter 

was not taken up with MoCA. It was observed that MoCA on its own called (June 2014) for a 
report from the Company based on information from the media. 

While accepting that certain obstacles on the take-off path at Mumbai airport resulted in 
payload penalties of 10-11 tons per flight which was about 25 percent of total capacity, 
Management stated (February 2016) that airport authori ties had cleared the obstacles during 

2015-16 after intervention by the High Court of Mumbai. Management also stated that 
deployment of higher capacity aircraft was necessary in view of higher demand and lower 
unit costs of B-777-300 ER aircraft compared to B-777-200 LR aircraft. This would enhance 
ability of AIL to compete in the highly price sensitive market. In spite of the payload 

restrictions at Mumbai , the PLF of the Newark flights was comparable to that of New York 
flights for FY 2015-16 when comparable equipment was deployed on both routes. The 
deployment of B-777-300 ER aircraft had actually reduced the shortfal l in recovery of full 
cost in FY 2014-15 and was already recovering the variable costs and generated a surplus of 

~66 crore during April-October 2015. 

MoCA in reply (02 September 2016) stated that with regular persuasion by AIL and MoCA 
the issue of restricted runway due to obstacles was resolved. 

Audit has highlighted the payload restrictions leading to lower revenue and losses of the 
airline on account of AIL not pursuing possible solutions. The fact remains that AIL suffered 

a loss of ~lO crore per month, as per its own estimates. 

7.S Introduction of new routes 

AIL introduced four new routes during the period from 2010-11 to 20 14-15. Before 
commencing a new route, detailed study was carried out with the help of Passenger 
Intelligence Services (PaxlS), a product developed by IA TA Business Intelligence Service 

and the Profit Manager module of Sabre Air Fli te (SAF). AIL also took into consideration 
inputs from the fi eld, Operations and Finance Department and historical data avai lable with 
them to arrive at the estimated profitability of the route. While estimating profitability, the 
emphasis of the Management was on recovery of variable cost. Fixed costs were not 

considered in the analysis. 

Of the four new international routes introduced by AIL, during the period from 2010 to 2015 
one route (Delhi-Birmingham) alone recovered its variable costs while the other three had 
shortfall in recovery. One of the routes namely Delhi-Sydney-Melbourne route, that did not 
recover the variable costs vis-a-vis projected plan was reviewed in audit. The following 
issues were noticed: 
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17.5.1 Delhi-Sydney-Melbourne route 

AIL planned to commence non-stop ervices be tween Delhi-Me lbourne in winter 2010. 

However MoCA did not ag ree (August 20 I 0). Subsequently MoCA conveyed its approval 

(February 201 1) granting traffic right to AIL for operating seven services per week on the 

Delhi -Me lbourne route. A the a irline did not have adequate wide body aircraft w ith the 

pha ing out of A-3 10 aircraft and de lay in induction of B-787-800 aircraft, thi s route could 

no t be operated in 201 1. AIL proposed to commence round robin51 operations to Melbourne 

and Sydney with B-787-800 aircraft in summer 20 12 which also could not commence owing 

to the groundin g of B-787-800 aircraft. The operati ons actual ly commenced in August 201 3. 

During the pe1iod from 201 3- 14 to 201 4- 15 , the shortfall in recovery of variable cost in 

Delhi -Sydney-Melbourne route was ~ I 17 . 18 crore. The hortfall in recovery of tota l co t was 

~535.47 crore. The plan for introduction of the erv ice had proj ected an annuali ed ca h 

surplu of ~8.7 crore which could no t be achieved . Besides, the estimated variable costs of 

~1.1 9 cro re per trip was a lso lower than the actual incurred variable co t amounting to ~l.27 

crore. The services remained unviable during the peri od from 201 3- 14 and 20 14- 15. 

Audit noti ced that the initi al p lan was to introduce De lhi-Melbourne route which was 

subsequently converted to a round robin operation. Bes ides, SAF had been o f the vi ew that 

AIL should plan for three or fo ur fli ghts per week ini t ially and increase it to dail y fli ght over 

a few seasons. AIL, however, commenced operati ons w ith daily fli ghts and curta iled its 

frequency onl y in September/October 201 4. Operati on of lesser fli ghts from the s tart, as 

advi ed by SAF, would have minimised the los e on the route. It was a l o no ticed that 

promotional offer were not implemented at the commencement of operation but after 

con iderable delay which al o affected pa enger load. A ll this led to losse from the route 

during the period from 20 l 3- 14 to 2014- 15. 

Management s tated (02 February 20 16) that in the interim pe riod fro m 20 I 0 to 20 13, the 

market ituation changed as both maj o r competito rs on the route viz. Malays ian Airlines and 

Singapore Ai rline had increased their capac ity signifi cantly. Triangulated route was planned 

cons idering dail y operations and lower market potential from Me lbourne in v iew of the 

increased operati ons by Malaysian Airlines and S ingapore airl ines. Management a l o stressed 

that operation of daily fli ghts o ffered ignifi cant product ad vantage over fli ghts which were 

not daily. The main reason for non recovery of vari able cost wa very poor on-time­

perfo rmance (OTP) since inception on account of engineering issues re la ting to B-787 

aircraft and predato ry pric ing adopted by S ingapore Airlines and Malay ian a irlines. 

Management informed that tri angular DEL-S YD/ME L-D EL fli ghts had been eparated into 

DEL-MEL and DEL-SYD flight from May 201 5 and both services were generating urplu 

over vari able co t ince then. 

While re iterating management reply, MoCA in additi on (02 September 201 6) stated that new 

routes take one and hal f years to se tt le down. Restructuring of route was one of the factors for 

generating surplus over variable cost and there was a reduction in deployment of capacity on 

A ustra lia-India routes by Malays ian Airl ines. MoCA also s ta ted that w ith the current load 

Tria11g11/a1ed operation, like De/11i-Syd11ey-Melbo11me-Delhi 
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factor of 85 percent, AIL provided a premium service between India and Australia as well as 
5th freedom revenue on the Australia-UK sector. 

While the recent re tructuring of the route resulting in generation of urplus over variable 

costs is noted, it needs to be hjghlighted that the action had been taken after incurring losses 
for two years on the route. 

7.6 Other services which needed restructuring 

AIL operated international services which had not recovered variable co t even with high 

passenger load. Be ide , AIL continued to operate some international ervices with low 

passenger load which did not even recover the variable co t . At the same time, there were 

other services which generated overal l profit even with low passenger load. Audit noticed 

that these services were not appropriately restructured to ensure maxi mum benefit to AIL. 

The specific instance noticed by Audit are summarised below. 

7 .6.1 Services not recovering variable cost even at high passenger load 

AIL operated the Delhi-Abu Dhabi (DEL-A UH) route with dajly ervices rn 2010-1 1. 

Considering the poor route-economic , AIL decided to extend the daily ervices to Bahrain 

(BAH) on a round robin basis, effective from summer of 20 12. It was estimated that the 

extension wou ld reduce the extent o f shortfall in recovery of variable costs from ~37.6 crore 

to ~22.6 crore. 

Audit noticed that in tead of ex tending the DEL-AUH route, the route wa restructured to 

DEL-BAH-AUH-DEL on 24 March 2012. Though the passenger load factor increased 

considerably from 69.5 percent to 83.4 percent and revenue per passenger also increased 

from ~4489 to ~9245, the services did not recover the vari able cost. 

Audit noticed that AIL had received a proposal fro m the tation manager of Bahrain (October 

20 13 and Apri l 2014) for operating the flights eparately a it would ave on operating cost 

and crew layover accommodation. However, no re tructuring wa done and the route 

continued wi th very high PLF wh ile not recovering the variab le costs. During the period from 

2012- 13 to 20 14- 15, the route could not recover variable costs to the tune of ~5J.1 7 crore and 

total costs to the tune of ~ 190.96 crore. 

Management stated (02 February 20 16) that DEL-AUH route which was not recovering 

variable co t wa under competiti ve pressure due to increa ed presence of Etihad Airlines on 

Delhi-AUH route. The decision to extend the flight to Bahrain was to bolster the occupancy 

of the fli ght. Management also stated that the operation of triangular route was preferred to 

save operating cost but the cost per ASKM was higher on account of the cost of operation of 

the AUH-BAH leg. Management al o informed that the e erv ices had been split into DEL­

BAH-DEL and DE L-AUH-DEL and were expected to recover the variable cost. Audit noted 

that action to improve profitabi lity of the route had been initiated by the Management. With 

the split in service from 26 October 20 15, both the ervices recovered variable cost. MoCA 

had no further comments to offer. 
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7.6.2 Services with low passenger load and incurring losses 

Audit noticed that two routes, Kochi -Sharjah &vv (933/934) and Delhi-Dhaka (23 1/ 232) 
continued to be operated without any restructuring during the period from 20 I 0-11 to 

2014-15 despite these routes having low passenger load and incurring cash deficit. 

I A. Kochi- Sharjah & VV (933/934) 

AIL operated daily services on this route during the entire period from FY 2010-11 to FY 

2014-15. The services did not recover variable costs to the tune of ~36.2 1 crore and total 

cost to the tune of ~210.78 crore during this period. 

Audit observed that the performance of route was affected in 2013-14 due to technical delays 

at Sharjah on account of deployment of old A-320 aircraft. The on-time-performance of thi s 
aircraft was very poor which added to a poor image of the route. During the year 20 J 4- 15, the 
on-time-performance of the services on the Sharjah-Kochi segment was only 38 percent. The 
average yield decreased from ~10,222 in 2012-13 to ~9 , 197 in 2014-15. The reduction in 

yield and low PLF resulted in loss of ~2 1 0.78 crore. However, no effort to restructure the 
route was taken by AIL. 

While accepting the fact that performance of thi s fli ght was affected due to deployment of 
A-320 vintage aircraft in the absence of better alternatives, Management stated (02 February 
2016) that yields were under pressure due to large presence of Low Cost Carriers (LCC). 

Management also informed that these services had been restructured to operate from Dubai 
instead of Sharjah w.e.f. January 2016. 

Audit noted the action taken on restructuring the route w.e.f. January 20 16. 

I 8. Delhi - Dhaka & vv (231/232) & Kolkata - Dhaka (229/230) 

AIL had discontinued the operations to Dhaka resulting in loss of market. A propo aJ 
(17 August 2012) for introduction of operation on the Kolkata-Dhaka-Delhi-Dhaka-Kolkata 
route was made based on the feasibility study of the market. The feasibi li ty study indicated 
that Dhaka market had commercial potential in view of movement of labourer to Middle 
East and South East Asia as well as considerable movement from Dhaka to UK/European 
countries. For these services, the connection was available from Dhaka via Delhi to London, 

Riyadh, Jeddah, Dubai, Abu Dhabi, Bahrain and Muscat. It was e timated that the revenue 

per operation would be ~0.48 crore with 100 passengers for Kolkata-Dhaka and 100 
pas engers for Dhaka- Delhi. While the initial plan was for combined operation, AIL 
commenced separate operations on the Delhi-Dhaka route from 3 December 20 12 and on 
Kolkata-Dhaka route from 7 February 2013. 

Delhi-Dhaka route achieved a passenger load of 51 percent in 2012-13 which reduced to 44 
percent in 2013-14 and marginally increased to 52 percent in 2014-15. In view of the poor 
load factor, it was proposed to re-route the services via Kolkata to maximise revenue of the 
flight. However no change was carried out. The services were curtailed during the year 
2014-15 because of shortage of cabin crew. During the period from 2012-13 to 2014-15, 
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these services failed to recover variable costs to the tune of ~25 .24 crore and total costs to the 

extent of ~80. 1 2 crore. The loss should be viewed against the fact that the operations were 

commenced based on estimates which envisaged the service Kolkata-Dhaka-Delhi-Dhaka­

Kolkata would avail 6th freedom traffic. These services had been withdrawn during the year 

20 15- 16. 

While accepting the fact that route was not implemented as per plan, Management stated 

(02 February 201 6) that the planned route was not feasible considering the availability of 

aircraft resources and hence a decision was taken to introduce the services separately. 

Management also stated that it had been decided to withdraw the Delhi-Dhaka service till 

resources improve. 

Kolkata - Dhaka route was unable to meet the variable costs even at 84 percent passenger 

load factor. Audit noticed that the variable cost as well as fixed cost per operation increased 

since commencement which contributed to losses and also rendered the service unviable. 

Even during the year 2015- 16, with the passenger load factor at 86 percent, AIL failed to 

recover total cost. 

Management replied (02 February 2016) that contribution made to other services had been 

significant compared to shortfall in recovery of variable costs. Besides, Air India offered a 

consistent product on Kolkata-Dhaka route over the last two years and all eff01t s were made 

to increase yields thereby increasing revenue and improving economics of these operations. 

AIL was not able to increase the yields due to reduction of fares by the established carriers on 

these routes. 

The reply of the Management needed to be viewed against the fact that the original intent was 

to operate a combined Kolkata-Dhaka-Delhi-Dhaka-Kolkata service. 

MoCA while stating (02 September 20 16) that AIL always made efforts to maintain market 

share and enhance profit, submitted that these parameters also depended on the functions of 

the competi tive forces. 

Although audit recognises the fact that the market share was depended on competitive forces, 

there was considerable lag in restructuring of the routes by AIL as seen in the above cases. 

7. 7 Services with low Passenger Load Factor- Earning Profit 

Audit observed that although two services operated with low passenger load factor, they 

earned overall profits. 

Kolkata-Yangon & vv (227/228): These services recovered total costs even while operating 

at a low passenger load factor of 53 percent in 20 14- 15. Operating results during the period 

from 2011-12 to 20 14- 15 revealed that the revenue had increased by 49 percent even though 
the percentage of variable cost and total cost also increased by 68 percent and 53 percent 

respecti vely, even as passenger load factor reduced from 75 percent in 2011-12 to 53 percent 

in 2014-15. Audit observed that the market share of AIL, in this sector, had also reduced 
from 48 percent in 2013- 14 to 46 percent in 20 14-15 while the market share of Thai Airways 

(23 percent to 27 percent) and Singapore Airlines (4 percent to 6 percent) increased 

simultaneously. AIL failed to maintain its market share and to control costs. This resulted in 
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reduction of profits. AIL failed to recover total costs in 2015-16 mainly on account of 
reduction in revenue as well as reduction of passenger load factor to 40 percent. 

Varanasi-Kathmandu & vv (251/252): These services recovered variable costs in almost all 

the years even at low passenger load factor. The PLF which was at 49 percent in 2011- 12 
decreased to 32 percent 2014-15. Market share of AIL in Varanasi to Kathmandu sector 
reduced from 76 percent in 2013-14 to 70 percent in 2014-15, while that of its competitor, 

Buddha Air increased from 9 percent to 28 percent during the same period. AIL fai led to 
improve as well as maintain its market share and with lower PLF and revenue, the cash 
surplus decreased by ~2.75 crore in 2014-15. Further, the shortfall in recovery of total cost 

was ~0.43 crore in 2015- 16. 

While accepting the fact that the market share on both routes had dropped marginally, 
Management stated (02 February 2016) that the reason was reduction in capaci ty share of 
AIL. Management also stated that AIL was not able to add capacity due to aircraft and crew 

resource constraints. 

MoCA in reply (02 September 2016) stated that due to Jess competition these two routes were 
recovering cost significantly despite overall losses, however, after 2014-15 increase in 
competition had affected the route profitability adversely. 

The reply highlighted the limited efforts made for maintaining market share and enhancing 

profit on the routes which made consistent profit for the airline. 

I 7.8 , . AIL services on Domestic=routes 

AIL operated 154 services on domestic sector in 2015-16. Audit noticed that some of these 
services did not recover the vai.iable costs but were continued without any restructuring 
during the period under Audit (2010 to 20 16). In addition, some new flights were introduced 
which could not recover the variable costs of their operation as detailed below: 

I 7 .8.1 Flights not recovering variable cost 

Review of operations for the period from 2010-11 to 2015-16 indicated that AIL continued 

the following operations even though they did not recover variable cost. 

Table 7.8: Domestic flights not recovering variable costs 

Hii:hl :\o. and mule :\u of~ ears lc"../lulal ~ l'ars Tnlal 'uq1lus oH•r Surplus o\t:r Pl.F Rani:l' 
of npl·rnliun' l"l'\ il'\ll'd 1 ariahll' «nsl lnlal l"nsl 

(in pact•111) 

(~in aun•I (~in norl'I 
-- -- -- -- -- -------- -- - - ---

675-676 = Murnbai-Kolkata 516 ( 15- 16) (18.78) (190.00) 64 to 79 

614 = Ahmedabad - Mumbai 616 (1 5.48) (66.67) 55 to 79 

607-608 =Mumbai - Bangalore 616 ( 12.03) (1 05.00) 45.2 to 76 

545 - 546 = Chennai - Hyderabad 516 ( 15-16) (3.07) (70.11) 58.5 to 84 

773 - 774 = Kolkata - Mumbai 4/6 (12-13 & 15-16) (5.62) ( 154.05) 48.7 to 82.8 

Source: All route economics statements 
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The continued operation of these route re ulted in non-recovery of variable cost to the tune 

of ~54.98 crore and that of total cost by ~585.83 crore during the period from 20 10- 11 to 

20 15- 16. However, improvements were noticed in the year 20 15-16 and out of five routes 

pointed out above, three52 routes recovered variable cost but none of the above could recover 

total cost. 

7.8.2 Newly introduced flights not recovering variable cost 

Detai ls of fli ghts introduced during the period from 20 11 - 12 to 20 15- 16 which were not 

recovering the variable costs are summari sed below: 

Table 7.9 Domestic flight introduced from 2011-12 to 2015-16 

Flight No.. Route and l\lonth of 
introduction 

775-776 Kolkata-Mumbai 
(December 2011) 

635-636 - Mumbai-lndore-Delhi 
(November 2012) 

643 - Mumbai - Ahmedabad 
(Februar 2011) 

819 - 820 - Delhi - Vododara 
(Januar 2014) 

459 - 460 - Delhi - Vijayawada 
(Januar 2015) 

Source: A IL Rowe eco110111ics statemenls 

No of 
making 
Total 
re,·iewed 

4/5 

4/4 

4/5 

3/3 

2/2 

}Cars 
loss/ 

years 

Shortfall in 
reco\'ery of 
'ariable costs 

(~in crore) 

(27.96) 

(33.2 1) 

(7.26) 

( 13.03) 

(2.63) 

Shortfall in 
recowry of total 
costs 

t~ in crore) 

( 109.86) 

( 143.52) 

(29.35) 

(50.56) 

(34.66) 

PLF Range 

(in percent) 

48.7 to 83 

6 1 to72 

44 to 61.3 

64 to 69.9 

69 to 70.5 

Audit noticed that introduction or the e services led to non-recovery of variable co t of 

~ 84.09 crore and total cost of~ 367. 95 crore. Review of above routes for the year 20 15-1653 

revealed that onl y two routes recovered variable cost, of which one was due to rationali ation. 

Management replied (02 February 20 16) that ai rlines operated on routes ba ed on their 

strategy, i.e., assessment of the route in terms of profitabi lity/contribution to the ir network. 

Management al o stated that they had withdrawn links/services which had not recovered the 

ATF/cash cost of operations and which were not of strategic importance in domestic and 

international ectors. AI analy ed the rea ons for the losses and based on trategic importance 

deci ions were taken to continue or withdraw such services. Thus, non-profitabi lity of any 

one flight was not taken in isolation as the ole barometer of its financial performance. 

Though the TAP had intended establishment of primary hubs at Delhi and Mumbai , AIL had 

e tabli hed a hub at Delhi alone till March 2016. 

Low co t carrier strategy envisaged in the TAP for domestic sector had also not been 

implemented. While the Company envi ioned re-emergence of Air India as the market leader 

in Indian aviation sector by providing eamless travel within India and the world with the 

Routes meeting VC - 675-6 76 M11mbai - Kolkaw. 545-546 C/1e1111ai-H\'llerabad & 773-774 Kolkaw - M11 111bai 
Ro11te 111eet111g 1•ariable cost - route 643-644 Mumbai - Vadodara ratio11ali:ed and 775-776 Kolka1a-M11111ba1. 
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introduction of appropriate network model, the Company failed to utilise its available 
resources optimally, particularly for the narrow body fleet of A-319 and A-321 aircraft. 

Although AIL managed to recover variable costs, the airline needed to recover its total costs 

and generate surplus for effective turnaround. The India-USA sector, which accounts for 
majority of revenue and costs, did not recover total costs in all the six years under review. 
Besides, projections made by AIL while introducing new routes had not been achieved 
adding to the deficit incurred. Audit noticed that some action had been initiated by AIL to 
improve route profitability e.g. splitting the round robin services, restructuring the route and 
altering ai rcraft designated to routes, with positive results. However, in operations to Yangon 
as well as Kathmandu market, where AIL was the market leader and earned profi t even at 
lower PLF, market share decrea ed in 201 4-15 and in 2015-16. They also failed to recover 

the total cost. 
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Chapter-8 Human Resource Management Initiatives 

Air India (Al) and Indian Airlines (IA) had different human resource management practices 

prior to their merger (2007) as they were operating in different markets. 

An independent committee under the chairmanship of Justice D.N. Dharmadhikari, was set 

up by the Ministry of Civil Aviation (May 2011 ) for harmonisation of wage costs between 

the two erstwhile entities. Justice Dharmadhikari Committee (JDC) submitted its 

recommendations to MoCA (January 2012) which was accepted in June 2012. MoCA 

directed (June 2012) that an Implementation-cum-Anomaly Committee (IARC) be 

constituted to implement the recommendations of the Dharmadhikari Committee. 

The report of the Group of Officers (constituted to examine TAP and FRP of the Company), 

subsequentl y accepted by CCEA, had also highlighted the need for rationalising costs, 

trimming management and employee groups to drive producti vity of the airline. The report 

stated "the Turnaround Plan without any rationali sation of staff expenses, is likely to render 

the exercise meaningless . Without this, the assumption, that the cost structure would become 

lower than that of other airlines in India, is highl y unrealistic" . The milestones that AIL had 

to achieve for release of Gol equity, as approved by the CCEA (April 2012) also included 

specific initiatives in human resource management like freezing payment of Productivity 

Linked Incenti ve (PLI) till the achievement of 'Profit before Taxes ' by AIL and worki ng out 

the YRS package by December 2011. 

Audit observed deficiencies in the implementation of the recommendations of JDC as well as 

failure to achieve the envisaged milestones, as discussed in the fo llowing paragraphs. 

8.1 Deficiencies in implementation of recommendations of Justice Dbarmadhikari 
Committee 

A. Productivity linked incentive (PLI) paid to employees as adhoc pay 

Erstwhile Air India and Indian Airlines had been paying PLI to its employees as a percentage 

of pay, based on the agreement reached between the Management and the employees. The 

PLI scheme had been initiall y introduced for pilots/technical cadre employees and gradually 

extended to all categories of employees. The PU scheme was contrary to guidelines of 

Department of Public Enterp1i ses (DPE) applicable to all public sector enterprises. Report 

No. 18 of 201 1 (Union Government)54 of CAG of India had highlighted the deficiencies in 

the PLI scheme of the Company which allowed incentive payment for their performance of 

its employees even below average. An internal committee of AIL had recommended 

reduction in PU ranging from 25 percent to 50 percent but this was not implemented. 

Ministry had also instructed AIL to initiate action for wage rationalisation. 

Issue also highlighted in earlier CAG Reports -Union Govemme111 (Co11unercia/) o/2004 & Union Go\'/ (Commercial) o/2008 
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A per Turnaround plan (April 2012) approved by CCEA, AIL was to cease payment of 

productivity linked incentive to its employee till the Company could generate profits before 

taxe . This was one of the milestones to be achieved by AIL for equ ity infusion as approved 

by Group of Ministers (October 201 1 ). AIL informed the Oversight Committee that PLI 

payments have been stopped for employees other than the licensed category of pilots and 

engineers with effect from I Ju ly 20 12. Audit however noti ced that 75 percent of the last PLI 

drawn by employees continued to be paid to them in the form of 'adhoc pay' . 

Management informed (02 February 2016) that the 'adhoc pay' was to provide for the interim 

period till the new pay structure that had been recommended by the JDC was implemented. 

The new pay tructure for general category officers was implemented w.e. f. 0 I OcLober 2014 

and for staff w.e.f. 0 !March 2015, fol lowing which the adhoc payments had been stopped. 

MoCA in its reply (02 September 20 16) stated that Air India adopted the methodology 

pre cribed in the JDC report fo r calcu lating the revised basic pay (RBP). Further, whjle 

calculating the RBP as per JDC recommendation, the lowest PLI which wa earned during 

20 11- 12 was sub urned in the salary in order to arrive at the revised Basic Pay. As a result, 

the financial impact was contained sub tantially. As soon as the new pay structure was 

introduced, the ad hoc pay was discontinued. 

The M anagement/MoCA concun-ed with the opinion of Audit that PU payments had been 

subsumed in the revised basic pay of the employees. Thus, the outgo of AIL on salaries and 

emoluments paid to employees had not reduced. The PLI in the form of ad-hoc for the period 

Ju I y 20 12 to March 2016 was ~34 crore. 

8 . Non-implementation of Voluntary Retirement Scheme 

The Company wa to formulate a Voluntary Retirement Scheme (YRS) as per the approved 

turnaround plan for all categorie of e mployee of AIL. 

AIL formu lated YRS in July 20 12 and requested funding from Gol fo r its implementation. 

Later, the Company suggested (August 201 3) to the Oversight Committee that YRS be 

dropped considering transfer of employees to subsidiary companies, projected retirement 

over next five years and financial crunch in AIL. Subsequen tly in July 2014 , MoCA agreed to 

the proposal. 

Management in reply (02 February 20 16) tated that in the last three years 576 employee 

had been granted voluntary retirement without making any extra payment which otherwi e 

AIL was to pay under VRS and that the implementation of YRS would not have erved any 

purpo e in view of the fact that every year arou nd 1500 employees were retiring. 

MoCA in its reply (02 September 2016) tated that the Bank/Financial Insti tution were not 

ready to finance the requirement of~ 11 00 crore for implementing YRS as they doubted the 

ability of the company to repay thls debt. In view of the fact that the company had, in its 

TAP, envisaged hiving off manpower resources to the subsidiary companies, it was decided 

that no VRS would be offered to the employees as this could impose additional financial 

burden on the company. It was also submitted that the manpower position of the company 

had decreased and the aircraft-manpower ratio in Air India now compared favourably with 
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the aircraft manpower ratio in other airlines. There had been a steady decl ine in manpower 

due to natural attrition on account of retirement and YRS without any package. The savings 

of YRS payments of~ 1100 crore would have in any case taken three years to be recouped 

and with around J 500 people retiring every year the same more or less ba lances. 

The implementation of YRS was a part of TAP and also the management had itself envisaged 

a benefit of~ 375 crore per annum from its implementation which could not be achieved. 

Further, as on 01 April 201 6, the actual manpower of the company was 11433 against the 

revised sanctioned force of 7245 (including security department, functional directors, 

engineering, etc.) which was much higher and the implementation of YRS could have 

benefited the company and the variance in actual and sanctioned manpower could have been 

avoided. 

I 8.2 Contravention of JDC recommendations and violation of DPE guidelines 

The following contraventions of recommendations of JDC and violations of OPE Guidelines 

were observed in Audit: 

8.2.1 Benefit of one step-up given to Aircraft Maintenance Engineers and Technical 
Officers 

The Implementation and Anomaly Rectifi cation Committee (IARC) had recommended 

harmonisation of designations of pilots, aircraft maintenance engineers, technical officers and 

technicians in erstwhile IA and AI (November 2013). IARC had also suggested that these 

changes be submitted to MoCA for approval. It was noticed that the Company carried out 

these changes in December 201 3. Audit, however, did not fi nd any record for approval of 

MoCA to these changes. 

Audit noticed that upgradation of certain posts of Aircraft Maintenance Engineers (Deputy 
Aircraft Engineer, Aircraft Engineer, Sr. Aircraft Engineer, Deputy Chief Aircraft Engineer, 

Chief Manager) and Technical Officers (Dy. Engineer, Engineer, Sr. Engineer) by one grade 

each had been made. Thus, instead of operating grades E 1 to E5, the Company operated 

grades E2 to E6 for these posts. These changes, in contravention of recommendation of JDC 

(as approved by MoCA), resulted in additional annual expenditure of approx imately ~1 3.92 

crore (~ 12.0 1 crore re lating to Aircraft Maintenance Engineers and ~ 1.91 crore to Technical 

offi cers). The impact of the increased pay and other allowances on account of up-gradation 
could not be worked out in the absence of indi vidual records. 

Management in its reply (02 February 2016) stated that OPE had laid down guidelines in 

their OM dated 24 December 2012 for PSUs to adopt standard pay scales for grades from EO 

to E9 and had also directed that there could not be more than one des ignation against a pay 

scale. The Committee was, therefore, required to bring al l. the pay scales and designations to 

correspond to the revised DPE pay scales from E l to E9, there being no EO pay scale in Air 
India, while carrying out horizontaJ in tegration. Keeping in view all these constraints, revised 

level mapping of employees had been worked out after removing inconsistencies and 

accommodating the views expressed before the Committee to the extent possible and also 
aligning it with the other categories. 
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The repl y of the Management is not acceptable as the lARC recommendations, whjch had the 

effect of increasing the recurring salary expenditure of AIL, were not considered/approved by 

the Ministry before the ir implementation . 

MoCA in its reply (02 September 201 6) stated that IARC was set up to implement the 

recommendations of JDC approved by the MoCA, following the DPE guidelines and recti fy 

the anomalies arising therefrom as a one time exercise. Since, the two merged airlines did not 

have common pay-scales the IARC had considered the pay scales of both the erstwhile 

companies and after proper deliberations reached a conclusion which had been implemented. 

Specific approval from MoCA for each of the categori es was not required again. 

The reply of the MoCA is not acceptable as IARC was constituted to implement only the 

approved recommendations of JDC. Hence in the opini on of Audit any deviation from the 

same required the approval of MoCAIDPE. 

I 8.2.2 Stagnation Promotion of 2482 employees 

JDC recommended that all future promotions would be vacancy based, on the basis of 

seniority with due regard to merit and through a selection procedure in which there wou ld be 

a well-defined selection panel. 

Audit observed that despite recommendati ons of JDC in thi s regard and the suggestions of 

Director (Personnel) on obta ining approval of the HR Committee/Board, the then CMD took 

a dec ision to implement a stagnation promotion program for grades between Officers and 

Managers (Officer to Assistant Manager, Assistant Manager to Dy. Manager, Dy. Manager to 

Manager, Manager to Sr. Manager) without obtaining the approval of HR 

Committee/Board/MoCA and without having vacancies in the respective grades. 

The period of seven years' service was also relaxed to six years for the stagnation promotion 

which resulted in promotion of 2482 employees in 201 5. This promoti on exercise resu lted in 

additional annual financial burden on the company. 

Management in its reply stated (January 201 6) that af ter the JDC report was accepted, it was 

found that a number of employees had not got promotions for a very long time causing 

di ssatisfaction among them and representations from di fferent categori es of employees, union 

/associations had been received in this regard. In order to boost the morale of employees and 

to motivate them, it was decided to carry out thi s exercise subject to their meeting the 

eligibility criteria. It was re levant to mention that the CMD, AIL was also the Chairman of 

the Board of Directors, which had representati ves from MoCA also and as such it was not 

correct that the approval to carry out this exercise was not obtained. 

MoCA in its reply (02 September 2016) stated that no promotion exercise was held after 

merger. Even before merger in most of the categories there was stagnation for many years. It 

was an administrative decision taken by the then CMD, AIL, keeping in view that a large 

number of employees had not been promoted since many years due to the merger process and 

it was essential to keep up the morale of the employees during a difficult period of the 

airlines. As per Instrument of Delegation of Administrati ve Powers of Air India, the CMD 

was competent to approve promotions up to DGM level. 
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JDC had recommended that all promotions would be vacancy based, on the ba i of 

seniori ty with due regard to merit and through a se lection procedure in which there would be 

a well-defined selection panel. Hence in the opinion of Audit the deviation from the same 

required the approval of MoCA /DPE. 

8.2.3 Accommodation in five star hotels leading to excess costs 

As part of economy measures, JDC had suggested that heavy cost towards accommodation 

for pilots and crew members in five star hote l could be avoided if AIL in cooperation with 

Airport Authority of India arranged for their stay and food at the airports or in the vicinity 

where decent arrangements could be made at lower cost. 

Audit, however, noticed that the Company continued to accommodate its crew in fi ve star 

hotels. For Delhi station alone, the Company incurred an expenditure of ~ J 19 crore for hotel 

accommodation of it crew in five tar hotel for the period from 20 12- 13 to 20 15- 16. 

Ex penditure incurred by the Company for accommodation of crew in other stations was not 

made avai lable to Audit. 

Management in its reply (02 February 2016) tated that JDC recommendations were being 

followed in respect of hotel accommodation as far as possible and concerted efforts had been 

made to move to cheape r hotels in the last few years. Detai led guide li nes in this regard had 

been issued vide letter no HQ/CMD/14/688 dated 03 February 2014. In some cases, airport 

hotels could not be selected as they may not be fulfi lling all the conditions. Any compromise 

might affect the safety of the operations. 

MoCA in its reply (02 September 2016) stated that Air India had followed the tender process 

in selection of hotels for crew. It was submitted that the crew of Air India generall y tayed in 

hotels which al o accommodated other airline crew. It was an industry requirement and 

practice to ensure that the hotels must have certai n basic faci lities which the crew required in 

order to get adequate rest and relaxation to minimi e the fati gue element for safe operations. 

The circular dated 03 February 2014 did not spec ify the category or max imum tariff rate for 

the hote l. AIL was required to follow the JDC recommendation in order to curb thi s 

substantial expend iture . 

8.2.4 Free passage extended to family members 

The JDC had recommended that the definition of 'family' as contained in the Civil Service 

Regulation and Central Civil Services (LTC) Ru les55 should be adopted for the scheme 

offering free passage to family members of the employees. MoCA had also directed that free 

passage facility needed rationalisation and the definition of 'famil y' needed to be in 

consonance with the government rules. 

The Company (vide circular dated 30 September 20 13), however, defined 'famil y' eligible 

for free passage to include elf, spouse, parent , children, step-children and legall y adopted 

children and stated that in exceptional circumstances, an employee might be permitted to 

uti lise passages not exceeding four out o f hi s annual entitlement, for trave l of 

Central Civil Services (Leave Travel Concession) Rules. 1988 
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brothers/s i ter I on-in-law/daughter-in-law. Dependency on employee wa a fundamental 

criteria for inclu ion in 'fami ly' as per CCS (LTC) Rule which had not been con idered in 

the de finition provided by the Company. 

Management in its reply (02 February 20 16) stated that Free Pa sage Scheme in airline 

indu try wa a normal perk to its employee all over the world. Their travelling was subject 

to the availability of seats and as such there was no cost to the Company. The definition of 

' fami ly' as defi ned in IATA resolu tion 788 states " immediate family- a spouse, children, 

parents, brother, sister, dependent re latives or dependents in the house ho ld". Moreover, the e 

passage were not free. An employee wa requ ired to bear al l appl icable taxe on the ticket 

be ide { 250, { 500 and {1000 per coupon which depended on the ector. 

MoCA (02 September 20 16) replied further that the Passage Regulation Policy was formed 

keeping in view the industry practice and wa approved by the HR Committee and Board of 

Director of Air India. Moreover, a committee had been formed to review the free pa sage 

entitlements of the employee . 

A udit re ite rate that bo th as per M ini try' d irectio n a nd JDC 's recommendations the 

free passage facility needed rationalisati on and the definition of ' fami ly' needed to be in 

con onance with the government rules. However, no action in this regard has been taken by 

AJL. 

8.2.5 Failure to formulate service regulations 

Audit observed that the Company had not formulated the service regulations for 'workmen' 

category of employee till 3 I March 20 16. Be ides, the Recru itment and Promotion Rules for 

all categories of e mployee were yet to be formulated. The seniority li st of pi lot , technical 

officer and ai rcraft maintenance engineer after merger and fi xation of rev i ed basic pay of 

pi lot , cabin crew and service engineers had not been done yet (September 20 15). 

Management stated (02 February 20 16) that employee service regulation in respect of 

'workmen' category cou ld not be implemented a the matter was sub-judice before the 

Supreme Court of India. Career progression and promotions had been de fined in JDC and 

were being imp lemented accordi ngly. Recru itment and Promotion Rules had been formulated 

and was awaiting approval of the HR committee for implementation. The propo al fo r rev ised 

ba ic pay o f pi lo ts had been cleared by Mini try and would be placed before the Supreme 

Court in the context of SLP for its in1plementation. The revi ed basic pay of ervice engineer 

and cabin crew were in the process of finalisation. 

MoCA in it reply (02 September 20 16) lated that they have no comments to o ffer. 
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8.3 Ex~ manpower against approved standard force 

The standard force (SF) of the Company was revised in October 20 13. As per the revised 

standard force, total manpower required in the merged Company was around 4502 in the 

various departments of AIL (excluding functional directors, engineers, pilots, cabin crew etc.) 

against which actual men in position was 8678 as on I July 2015. However, as on I April 

20 16, the actual manpower of the company was I 1433 against the revised sanctioned force of 

7245 (including security department, functi onal directors, engineering, etc). 

Apart from the regular manpower, the Company had hired 152 consultants, 2463 casual 

workers, 8 1 I temporary employees and 468 outsourced manpower as on 0 I August 2015. 

However, as on 3 1 March 20 16, the company had 89 consultants, 2450 casual workers and 

429 outsourced manpower. As the Company already had excess man power, engagement of 

such additional personnel resulted in extra expenditure to the Company. Audit noticed that 

the Company had paid ~30.50 crore to casual labourers alone for Financial Year 20 12-13, 

~42.83 crore for Financial Year 2013-14, ~44. 1 8 crore for Financial Year 2014- 15 and 

~15 . 1 3 crore (provisional) for Financial Year 20 15- 16. Detail s of expenditure incurred for 

contractual, temporary and outsourced employees were not made available to Audit. 

Management in its reply stated (02 February, 20 16) that as per retirement pattern and transfer 

of employees to the subsidiaries in near future, and in the absence of regular appointment in 

AIL, the man power would be at par with the approved manpower. Management also stated 

that the standard force for pi lots and cabin crew could not be determined as it depended upon 

various factors like number of aircraft, type of aircraft, regulatory requirement of the 

authorities (like DGCA) and norms given by the manufacturers. It was pointed out that in 

2007 the total staff strength was about 32000 (wide body + narrow body) while the pre ent 

staff strength wa approximately 20000 (including AIESL & AIA TSL). It wa also pointed 

out that as on 0 l November 20 15, aircraft to employee ratio of Air India was I : 196 whereas 

that of Jet airways was I : 150 that of Indigo I : I 02 and that of Spice jet I : 11 8. 

MoCA in its reply (02 September 20 16) stated that the revised SF was 73 16 as on I August 

2016 for all Departments excluding Pi lots and Cabin Crew and the actual number was 9004. 

This excess had to be viewed in the light of the large scale retirements which wou ld be taking 

place in the next three years and also the commitment given to the employees at the time of 
merger that no retrenchment would take place. 

8.4 Lack of coordination between departments of AIL on staff availability 

During the period from January 2012 to March 20 16, 9808 flights of AIL were delayed, 

10037 flights were rescheduled and 554 flights were cancelled due to non-avai lability of 

pilots and cabin crew as detailed below: 
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Table 8.1 Delays/ Rescheduling/ Cancellations due to crew 

Years No. of flight delays No. of flights No. of flights 
due to rescheduled due to cancelled due to 
Cockpit Cabin Cockpit Cabin crew Cockpit Cabin crew 
crew crew crew constraints crew constraints 
constraints constraints constraints constraints 

2012 669 484 893 l 189 34 6 
2013 769 575 1757 77 62 4 
2014 1649 2 133 1704 94 15 J 39 
2015 1654 1337 3 195 130 216 2 1 

2016 (Upto 379 159 98 1 17 2 1 0 
March 2016) 

Sub total 5120 4688 8530 1507 484 70 
Grand Total 9808 10037 554 

Source: Data furnished by AIUCMS 

These delays/ cancellations/ rescheduling of fli ghts on account of non-availabi li ty of crew led 

to excess ex penditure by AIL on provision of transport, hotel accommodation, meals/snacks 

to passengers, as well as revalidation/refund/re-routing of tickets. T he ex penditure incurred 

from Apri l 20 12 to March 20 16 for fli ghts de layed by more than two hours and cancelled 

fli ghts was ~ 29.92 crore. 

Audit noticed that as per the Personnel department, there was excess in the cadre of pilots in 

the Company (November 2014). lnfl ight Services Department (IFS) and Operations 

department, however, maintained that there was a shortage of pilots. Similarly, the records of 

Human Resource Department and the nu mber in lnflight Services Department, show 

difference in number of cabin crew staff position. T hus, there were confli cting reports from 

two departments within the Company regarding availabili ty of pi lots and cabin crew. W ithout 

resolving these differences, the Company took up an exercise for recruitment of large number 

of pilo ts and cabin crew. 

T he Management in its reply stated (02 February 20 16) that the shortage of crew was being 

addressed and an exercise was on to augment the strength of crew. It was also stated that due 

to the training requirements, it was not possible to immediately induct the crew for fl ying 

duties. Besides, Ai r India being a network carrier, operated from various bases and, hence, it 

was not possible always to uti lise the crew for another base for a shortfall in another base. Air 

India also has a mi xed fleet of Airbus and Boeing fa mil y aircraft and cross-utilisati on was not 

possible in such cases. Management also pointed out that the current exercise of recruitme nt 

would not result in excess expenditure as AIL planned to ex pand its fleet in the narrow body 

and was to receive s ix more B-787 and three more B-777-300 ER in the next two to three 

years and recruitment would ensure that sufficient crew was available to take care of normal 

attrition. Management also stated that the utilisation of crew was steadily improving as may 

be seen from the table below for cabin crew. 
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Table: 8.2 - Available crew and average crew per annum 

Year Ef'f. Available Total hrs Avg crew hours per Average 
Crew annum monthly hours 

2013 1235 1017337:56 823:45:00 68:38:00 

2014 1136 964377:44 848:55:00 70:44:00 

2015 1145 887465: 14 775:04:00 64:35:00 

Reply of the Management is not tenable considering that there was a lack of consensus within 

the Company itself regarding the present staffing position of pi lots and cabin crew. Future 

recruitment would necessaril y depend on the available staff coupled with requi rements. 

Besides, Management's reply also indicated that the average monthly utilisation of the crew 

had reduced from 70 hours in 20 14 to 64 hours in 2015 which raised concerns on recruitment 

of cabin crew by the Company. 

MoCA in its reply (02 September 201 6) stated that all the departments in Air India were now 

in consensus on manpower requirements in the catagories of Pilots and Cabin Crew. Earlier 

di vergence in views was on account of the fact that all the required information was not 

available to the Departments to have a considered view on the requirements of crew and their 
utilisation. Further, Air India worked out the standard requirement of Pilots and Cabin Crew 

for each aircraft type taking into account all the factors. 

Crew management needed to be strengthend as there were significant instances of 

delay/cancellation/rescheduling of flights. 

8.5 Crew Management 

Prior to merger of the erstwhile entities (Al and IA) fl ying allowance for minimum 80 hours 

was being paid to the AI pilots while allowance for actual flying hours were paid for IA 

pi lots. Audit observed that even after merger, same practice was being followed upto 

November 2011 . 

I 8.5.1 Lack of optimum utilisation of available pilots 

As per wage agreement signed with Management (22 December 2006), pilots of wide body 

aircraft were eligible fo r fi xed monthly fl ying allowance upto 80 hours per month i.e. 480 

hours in the six months subject to the pilot being available for 150 days in a six-monthly 

period. Beyond 80 hours per month , the allowance would be paid at prorata rate of 1.25 times 

(480-540 hrs), 1.50 times (540-600 hrs) and 2 times (beyond 600 hrs). 

Similarly, as per agreement of the Indian Commercial Pilot Association (ICPA) with the 

Management, pilots of narrow body ai rcraft were to be paid fl ying allowance fo r 72 hours in 

a month. Between 72 to 85 hours, allowance would be paid @ 1.5 times the hourly rate and 

beyond 85 hours, at double the hourly rate. Audit scrutinised the flying hour data of pilots of 

wide body and narrow body aircraft and observed the following: 
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As observed in the above chart, during the period from Ju ly 2012 to December 20L5, 74 to 

100 percent of B-787 fleet pilots and 100 percent pilots (except two pi lots) of B-777 fl eet 

pilots fl ew less than 80 hours a month (Refer Annexure 8 for details). Hours flown by the 

majority of pilots of B-787 wide body fleet were less than the six monthly norm of 480 hours. 
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Chart- 6 Utilisation of pilots of A-320 family aircraft 
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It could be seen from the above that 6 1 percent to 78 percent of A-320 fleet Pilots flew less 

than 72 hours a month. During the same period, the remaining pilots flew more than the 

mandated 72 hours. The un-utilised hours of the majority of pilots (considering the norm of 

72 hours) was more than 2 to 8 times that of the excess hours flown by a few pilots (refer 

Annexure 9). 

The Company paid additional flying allowances of~ 48.89 crore (~ 3.28 crore to pilots of 

wide body aircraft and~ 45.61 crore to pilots of narrow body aircraft) during 2012-L6 (upto 

December 20 L5) to those few pilots who had completed more than targeted flying hours 

during this period. The revised pay structure had been introduced w.e.f January 20 16 (refer 
Annexure 8 and 9). 

Management stated in reply (02 February 2016) that productivity of 80/72 hours included 

flying, training and office duty, and mandays utilised towards upgradation as PIC or 

conversion to other fleet. Further as per DGCA Civil Aviation Requirements, Crew Rest 

requirements for days lost on account of mandatory pre-flight and post-flight rest hours, duty 
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on standby and imparting simulator training are also to be factored towards productivity. 

Towards calculation of unutili sed hours, onl y one factor of actual flown hours had been 
considered whi le ignoring other productivity areas. 

Management' s response is to be reviewed in the light of the provisions of the agreement 

igned between pilots and management, which stipulated that on ly actual flying hours 

including 'type conversion training' and 'simulator training duty hours (as trainers aJone)' 

hould be considered for working out fl ying allowance. Detai ls of hours utili sed on actual 

fl ying and other permissible factors, were not made avai lable to Audit despite repeated 

requests. Considering the very large quantum of un-utili sed hours, vis-a-vis the hours for 

which payments have been made at a higher rate to pi lot , there is a case fo r more appropriate 

allocation of work among the pilot to ensure their optimal utilisation which would have 

enabled the Company to avoid excess payment of ~48.89 crore (paid over 20 12- 16) on flying 

allowance. 

MoCA in its reply (02 September 20 16) stated that the payment of flying allowance to Pilots 

had been reworked in the rationalised pay structure which had been introduced for both 

Boeing & Airbus Pilots effective I January 2016 (except for Pilots from IPG where there was 
a stay from the Supreme Court). 

The reply of MoCA is not tenable as the payment of fl ying allowance to Pi lots had been 

reworked in the rationali sed pay structure which stated that a Pilot would be paid fixed 70 

hours as per rate applicable to individual pilot subject to a minimum of 40 hours actual 

fl ying. However, Audit has pointed out the mismanagement in respect of utilisation of Pilots 

for fl ying which resulted in under utili sati on of some of the Pilots and payment of additional 
fl ying allowance to the others who were utilised over and above 72 hours per month. 

I 8.S.2 Under-utilisation of cabin crew 

The results of a review of cabin crew uti lisation in domestic and international operations for 

the period 201356 to 201 5 (upto August 2015) are tabu lated as under: 

Table 8.3: utilisation of cabin crew in flying hours 

I 2013 2014 (Upto August 2015) 

Flying Hours No.of Percentage No. of Percentage No. of Percentage 
utilisation (in hours) cabin crew cabin crew cabin crew 

More than 70 1326 40.33 191 3 64.63 1992 69.75 
60 to 70 1084 32.97 612 20.68 518 18.14 

SO to 60 505 15.36 235 7.94 197 6.90 

40 to SO 197 5.99 114 3.85 84 2.94 

30 to 40 73 2.22 39 1.32 35 1.23 

20 to 30 32 0.97 20 0.68 16 0.56 

less than or equal 71 2. 16 27 0.90 14 0.48 
to 20 hours 
Total 3288 100.00 2960 100.00 28S6 100.00 
Source: A IUOperations 

Calendar year 
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AIL had constituted a committee to assess the requirement of cabin crew in the airli ne. This 

committee (November 2014) considered an average utili sation of cabin crew for 840 hours 

per annum (i.e. 70 hours a month). As could be seen from the table above, 40 percent to 70 
percent of the cabin crew were utili sed for over 70 hours a month. It was seen that 12 percent 

to 27 percent of available crew were being utili sed for upto 50 hours only. At the same time, 

fli ghts were being delayed/re-scheduled/cancelled due to non-availability of cabi n crew. 

Optimal uti lisation of available cabin crew wou ld have e nsured smooth operations. 

Management replied (February 20 16) that pre-flight and post fli ght rest of ul tra-long range, 

international and domestic varied a lo t. Further, the productivity of cabin crew included 
fl ying and training duties, duty on account of tandby, duty of trainer for imparting train ing, 

etc. which needed to be factored towards crew productivity. 

Further, MoCA in its reply (02 September 20 16) stated that due to consistent effo1t of AIL 

the productivity of Cabin Crew have substantially increased and further effort to utili sation 

are continuing. Further, 840 hours in a year is a benchmark which had not been achieved by 
International Air Carriers. The crew who were flying less than 30 hours, could not be avoided 

as generall y crew were on various types of leave like sick, maternjty and privilege leave. 
Further, there was a requirement for continuous training wherein the crew were on ground 

undergoing training. Some of the cabin crew were also carrying out administration duty due 

to which the flying was very low. 

The responses are to be viewed in the light of the decision of the CMD of AIL to fix the 

average utili sation of crew at 840 hours per year in May 2014. Tills was to take into account 

all type of leave, training requirements, standby crew and non-utilisation for various reasons. 

I 8.5.3 A voidable expenditure on deadhead cost 57 

The Company maintained different categories of cockpit and cabin crew to operate major 

international flights (Wide Body-WB) from Delhi and Mumbai bases. In case the crew is to 

be positioned or trans-srupped for flight operations, Staff on Duty (SOD) allowance @ 65 
percent of the scheduled block hours was paid to them. Such expenditure incurred fo r 

positioning the crew was considered as 'deadhead ' cost. 

The Company declared Delhi as a hub with effect from 'Winter 2010' . Consequently, the 

number of scheduled wide body aircraft flights that were operated from Delhi increased vis­

a-vis Mumbai . The share of wide body flights operating from Delh i increased from 

33 percent in October 2010 to 52 percent in November 2010. Thereafter it increased 
progressively to 67 percent in 2014-15 and further to 68 percent in 2015-16. However, the 

cockpit and cabin crew maintained at Delhi did not increase commensurately.The Mumbai 

based Wide Body Aircraft cockpit and cabin crew was 64.93 percent and 59.40 percent of the 
total strength as in March, 2016, while 68 percent of the flights originated from Delhi. The 

increased deadhead cost that the Company had to bear in positioning the crew (during 2011-
13) had been commented upon at para 3. 1 in the Audit Report No. 13 for the year 2014. 

57 The Company maintains different categories of cockpit and cabin crew to operate major i11temational fl ights (Wide Body-WB) from 
Delhi and Mumbai bases. In case the crew is to be positioned or trans-shipped for flight operations, Staff on Dwy (SO D) allowance @ 

65 percelll of the scheduled block hours is paid to them. Such expe11di111re incurred for positioning the crew is considered as 
'deadhead' cost. 
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Audit noticed that with increased operati ons from De lhi , deadhead costs continued to be 

incurred by AfL in positioning the staff from Mumbai to Delhi . The Mumbai based cockpit 

and cabin crew travelled as Staff on Duty (SOD) to Delhi one day before fli ght duty, stayed 

in a hotel to provide one clear night of rest before they operated the fli ght. On completion of 

duty, the crew e ither returned to Mumbai on the same day or stayed at Delhi for one or two 
days which added to deadhead cost. 

During the period from 201 2-13 to 2015- 16, the company paid SOD allowance o f ~96.30 

lakh to cabin crew. The payment of SOD allowance to cockpit crew could not be quantified 

as the Wide Body pilots are paid guaranteed 80 hours per month all inclusive and a per the 

reply of management during the said period AIL has not made any payment beyond 80 hours. 

Besides, an expenditure of ~89.24 crore was incurred on hote l accommodation of cockpit and 

cabin crew during the same period (201 2- 13 to 20 15- 16). Appropriate positioning of staff as 

per deployment requirements could have saved the expenditure of ~90.20 crore incurred on 
SOD allowance and hotel expenditure. Be ide , with SOD travels, pa enger seats were 

blocked, particularl y for the bu y route of Delhi -Mumbai. 

Management stated (02 February 2016) that post-merger, Mumbai was the main base of 

erstwhile Air India. Pursuant to Delhi hub taking shape and induction of B787, more fli ghts 

were introduced ex Delhi . Prior to Delhi hub, the ratio of crew vs the flight ex-De lhi and ex­
Mumbai was optimal. It was also stated that though with introduction of IT system of 

rostering, crew utilisation was optimised but to cover all fli ghts some deadhead/SOD travel 
was required on B-777 and B-787 fli ghts between Mumbai and Delhi . 

MoCA in it reply (02 September 2016) stated that the audi t comment that effort hould be 

taken to align crew availability to stati on of operation to reduce expenditure was noted. 

However, Ai r India management fe lt that uprooting of crew from Mumbai to Delhi would 

have encouraged further poaching by market fo rces. W ith the development of Mumbai 

A irport which was now being considered as econd hub of Air India, crew re ource were 

required to be maintained for increased operations ex Mumbai. 

It could be een from above that from the year 20 I 0, mo t international fli ghts were being 

operated from Delhi hub, and according ly, the management should have deployed it crew 

according to the percentage of operations o that deadhead cost could have been minimised. 

Further, even after four years Mumbai airport is yet to become a second hub of Air India. 

8.5.4 Extra expenditure on bub and spoke operation 

The Company started ' hub & spoke operati on ' in the year 1999, under which erstwhile 
Indian Airlines (IA) aircraft along with crew, operated to international termina ls with Air 

India (AI) fli ght numbers. The operation wa primarily meant for connecting traffic from/to 
the major hub at Mumbai and De lhi initiall y, which was subsequently extended to 

Ahmedabad, Bangalore, Kochi , Trivandrum, Chennai, etc. IA used to bill AI fo r hub and 

spoke operations. As these operations were mo tly at odd hours, Dy. MD of erstwhile IA had 

stated (January 2003) that "pilots on jet aircraft would be paid an hourl y fl ying allowance @ 

150 percent of the existing flying allowance for all hub and spoke operations. Furthermore all 

associated allowances such as SOD travel , FDTL58 extension wou ld also be paid at the 

.<s Flig/11 Duty and Time Limirarions 
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applicable revised hub and spoke rate. Payment for any additional sector undertaken prior to 

or subsequent to the hub and poke flight withi n the same duty cycle would be made at the 

revised hub and poke rate (i.e. 150 percent of ex isting hourly rate)". 

Both the airlines merged in March 2007 and had a common code s ince February 20 11 , 

obviating hub and spoke operation . Audit, however, noticed that hub and spoke allowance 

was being continuously paid to the pilots of erstwhile IA for selected sectors, which were 

identified as ' hub and spoke' fli ght by Operations department. T his resulted in extra 

expenditure of ~27 .75 crore during the period from July 2013 to March 20 16. 

Management replied (02 February 2016) that post-merger of Air India and Indian Airlines, 

wage agreements were not synergised. To mai ntain industrial harmony, payments of 

al lowances were being made as per the original agreement which were under review. 

Decisions on fli ghts being operated as hub and spoke were as per the company policy and 

made prior to merger and were not decided by Operation department. 

MoCA in its reply (02 September 2016) stated that Hub & Spoke allowances had been 

abolished in the rationalised pay tructure which had been introduced for Airbus Pilots from 

January 2016. 

8.5.5 Lack of planning in utilisation of effective crew 

Audit reviewed the utilisation of fl eet and avai lable crew dming the period from 20 12- 13 to 

2015-16. While doing the anal ys is, Audit considered average utilisation of pi lots and cabin 

crew as 840 hour , as considered by the commi ttee constituted by AIL in November 20 14 

having representatives from Operations and Personnel department , to assess the future 

requirement of cockpit and cabin crew. The results of audit analysis are tabulated below: 

I A. Assessment of requirement of pilots (Wide Body Aircraft) 

The assessment of requirement of pilots for wide body aircraft is shown below. 

Table 8.4: Assessment of strength of pilots of wide body aircraft 

Yl•ar Fll'l't** Blnl·k Annual hours No. of Pilots No. of No. of pilots 
hours rnnsidl'rcd for rl'quired :n ailahll' under utilisl'd 

utilisation (in hours) pilots 

---- -- -

1 2 4 5 6*** 
2012-13** B-777 75681.26 840 284 357 73 
2013-14 B-777 72022.72 840 276 340 64 

B-787 30087.67 840 102 261 159 

2014-15 
B-777 54052.98 840 232 309 77 
B-787 7 1148.52 840 209 258 49 

2015-16 
B-777 56324.19 840 242 308 66 
B-787 91479.01 840 256 291 35 

Sourct!: Block hours as appt!aring in Aircraft wist! Profitabiliry statement from AIL; lnfonnallon furnished by AIL - Finance, Personnt!I & 
Operations 

•• 8 -787 fleet had not been considered in 2012-13 as this fleet was utilised only for 2275 hours 

••• For USA and Australia stctor, 4 pilots requirement had been considered and/or other sectors two pilots had been considered 
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As seen from the table 8.4 above, against an effective59 pilot strength of 258 to 357, number 

of pi lots required fo r actual operations varied from 102 to 284 during the period from 2012-

13 to 20 l 5- 16. There was a decline in level of under-uti lisation of pi lots operating both B-777 

and B-787 aircraft in 20 15- 16 as compared to 2014- 15. 

B. Assessment of requirement of pilots (Narrow Body Aircraft) 

The assessment of requirement of pilot for narrow body aircraft is shown below. 

Table 8.5: Assessment of strength of pilots of Nar row Body aircraft 

Year Block hours Annual hours Pilot 
(,\) available 

(8) 

2012-13 227553 840 
2013-14 225569 840 
2014-15 227832 840 
2015-16 232882 840 
Source: l11fomratio11/11mished by AIL - Finance, Personnel & Opera11011s 

Block hours as appearing i11 Aircraft ll'ise Projiwbility i1t11e111em. 

l\o. of Pilots No.of l\o. of pilots 
required available pilots under utilised 
(A)/(8) "ith the 

Company 

542 625 83 
537 587 50 
542 581 39 
554 605 51 

As could be seen from above, during the period 20 12- 13 to 20 15-16 against the effective60 

pilot strength o f 581 to 625, the pilots required for actual operations were 537 to 554. Thus, 

during the aforesaid period 39 to 83 pilots were under-uti lised. Despite hav ing sufficient 

effecti ve pilot strength, there were 138 l to 5065 ca e of flight de lay/cancellations/ 

rescheduling during the period from 201261 to 20 16 (upto March 20 16). Besides, the 

Company incurTed additional expenditure due to over-utili sation of service of ome pilots 

(as stated in para 8.5. 1 ). 

Management stated (February 20 16) that for calculation o f fl ight crew (cockpit crew and 

cabin crew) requirement, besides fl ying hours, other factors, viz., daily trip dep loyment, rest 

period , training, standby crew, weekly rest requirement , crew buffer, etc. were considered. 

These factors restricted crew avai lability for a period of 9 months out of 12 months. Thu , 

720 hours could be considered a 'Very Good Benchmark ' and accord ingly a crew 

perfo rming average 80 hours per month (considering a period of nine months) wa marked as 

very good achievement . Further, the industry tandard for domestic carriers was less than 750 

hour p.a. and there wa no fi xed utili ation of 840 hour ann ually and a per Government 

recommendation it wa marked a an excellent achievement of Key Performance Indicator 

(KP[) . They also stated that AIL could utilise the pilots for higher period as per company 

schedule. 

MoCA in its reply (02 September 20 16) stated that on account of various requirements of the 

company concerning train ing, conver ion from one aircraft to the other, simulator training, 
the utili ation of pi lot was not as per the target utili ation. Be ides this, there were cases of 

Temporarily Medicall y unfit (TMU) and Permanently Medically unfit (PMU) pilots which 

involve prolonged ground ing of the pilots. Further the Narrow Body pilot had also to be 

.!9 

60 

61 

Available/eligible for jlyi11g. 
A1•ai/able/eligiblefor flying. 
Calendar year 
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trained on the 787 aircraft which involved grounding of the pilots for conversion training. An 

exercise was conducted to assess the requirements o f Cabin crew and Pilots and based on the 

study, fresh recruitments were being done. Company had expansion plans and, therefore it 

was necessary for Air India to induct crew to ensure that all aircraft could be operated as per 

schedu le and no aircraft remained grounded. 

The reply of the Management/MoCA is not acceptab le as the internal committee of AIL 

had, while considering an average annual utili ation o f 840 hours for the crew, stated that 

' thi s shall take into account all types of leave, training requirements, standby crew and non­

utilisation of crew due to variou reasons' . Be ide , average utili sation of 840 hours a year i 

feasible considering that the Civil Aviation Requirements (CAR) of Director GeneraJ of Civil 

Aviation , prescribe the maximum cumulative fl ying hours as 1000 hours per annum for a 

pi lot. Besides, a number of pilots in the Company had clocked more than the prescribed 840 

hours in a year, which fu1ther suggested that an average of 840 hours worked by AIL 

Management was not unreaJistic. 

I C. Assessment of requirement of cabin crew (Wide body aircraft) 

The assessment of requirement of cabin crew for wide body aircraft i given be low. 

Table 8.6: Assessment of cabin crew strength of Wide Body aircraft 

1 2 4 5 6* 7 8 

2012-13** B-747/8 -777 82 192.52 840 1444 2 139 695 

2013-14 B-747/8-777/B- 107164.86 840 1685 1893 208 
787 

2014-15 B-74718-777/B- 129566.02 840 1799 1637 (-) 162 
787 

2015-16 B-747/8-777/B- 152049.4 840 2060 1547 (-)513 
787 

Source: Block lrours as appeari11g i11 Aircraft wise Profitability stateme11t from A IL: /11formatio11 furnished by A IL - Finance, Perso1111el 

& Operations 
•For arrivi11g at required cabi11 crew fo r B-747/B-777/B-787 crew complime11t of 1211519. 11 lras been considered. 

•• B-787 fleet lras not been considered in 2012-13 as this fleet was 111ilised only for 2275 hours 

The information given in the table indicated shortage of cabin crew. The short avai lability of 
crew affected the On Time Performance (OTP) of AIL as commented in Para- 8.4. 

I D. Assessment of requirement of cabin crew (Narrow Body aircraft) 

The assessment of requirement of cabin crew for narrow body aircraft is given below. 
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Table 8.7: Assessment of strength of Cabin crew of Narrow Body aircraft 

Year 

2012-13 
2013-14 
2014-15 
2015-16 
Source: Da1af11n11shed by AIL 
* i11c/11ding for AASL operations 

Hlock hours 

227553 
225569 
227832 
232882 

Annual hours 
considered for 

utilisation 

840 
840 
840 
840 

No. of Cabin crew No. of a\'ailable* 
required cabin crew 

11 79 1269 
1172 1178 
1182 1146 
1203 1358 

As stated above, during the period from 201 2- 13 to 2014- 15 against the effective cabin crew 

strength of 1146 to 1269, the requirement of cabin crew for actual operations varied from 

1172 to 1 J 82. Further, as per statement provided by AIL effecti ve strength included the cabin 

crew for Airline Allied Services Limited (AASL) operations also. Thus, the quantum of 

optimum utilisation of cabin crew could not be worked out in audit. However, the company 

recruited cabin crew during the year 20 15-16 and as on 31March 20 16, there were 1358 crew 

available fo r operation. 

MoCA in its reply (02 September 2016) stated that an exercise was conducted to assess the 

requirements of Cabin crew and Pi lots and based on the study, fresh recruitments were being 

made. There were training requirements and the company had expansion plans and , therefore 

it was necessary for Air India to induct crew to ensure that all aircraft could be operated as 

per schedule and no aircraft remained grounded 

The reply of MoCA is noted and improvement will be watched in future audits. 

The JDC recommendations for harmonising the HR policies of erstwhile IA and AI and for 

rationalising staff costs were not full y implemented, resulting in additional expenditure and 

continuing anomalies like hub and spoke allowance. 

The Company had excess men-in-position vis-a-vis the standard force required for its 

operation as per its own estimates. Even then, the Company hired a large contingent of 
consultants, casual workers and temporary outsourced employees which added to staff 

expenses. 

The crew (Pilots and cabin crew) was not optimally utilised. While some pilots drew 

higher flying allowance on account of higher flying hours, others remained under-utilised. 

The Company also failed to align crew availability to station of operation. While the hub 

was in Delhi , crew of wide body aircraft were primarily stationed in Mumbai and the 

Company incurred considerable expenditure on staff on duty travel, related aJlowances and 

hotel expenses. 
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Chapter 9: Hiving off Maintenance, Repair & Overhaul and Ground 
Handling Business to subsidiaries 

The Turnaround Plan intended that AIL would focus on core air transport operations and hive 

off other acti vities like Mai ntenance Repair & Overhaul (MRO) and Ground Handling (GH) 

acti vities to subsidiaries. These subsidiaries would be established as self-suffi cient and 

profitable entities, in line with international standard practices. As per the milestones 

approved by Government for turnaround of the Company, AIL was to hive off the MRO and 

GH acti vities to its subsidiaries by January 201 2. The Master Restructuring Agreement 

signed (30th March 201 2) subsequently with State Bank of India and other bankers for 

implementing the turnaround plan envisaged hiving off to be completed by 3 1st March 2012. 

The process of hiving off MRO and G H acti vities was scrutinised in Audit and the following 

issues were noticed. 

9.1 Delay in hiving off MRO and GH activities to AIL subsidiaries 

As against the target date of 3 1st March 2012, the MRO services could actually be hived off 

to Air India Engineering Services Limited (AIESL) onl y on l January, 201 5. AIESL could 

take over MRO functions onl y with approval of Director General of Civil Aviation (DGCA) 

under Rule 145 of Civil Aviation Rule for which approval was obtained onl y in January 

2015. Air India Air Transport Services Limi ted (AIATSL) could likewise be operationalised 

only on 0 1 April 201 4. Operationalisati on of both the subsidiaries, AIESL and AJATSL were 

thus delayed by two to th ree years. 

Management (02 February 201 6) /MoCA (02 September 20 16) accepted the de lay in hi ving 

off and replied that hiving off was delayed due to various court cases filed by the unions in 

High Courts and Supreme Court of India res isting the transfer and that unless thi s issue was 

resolved the transfers could not be effected. The decisions of Supreme Court of India and 

Madras High Court permitted hiving off in July 20 13. However AIESL could be 

operationalised w.e.f. January 20 15 when DGCA certi fi cation was received after following a 

lengthy process and de lay fro m July 201 3 to January 20 I 5 was on account of the process 

which involved setting up of the manpower structure in AIESL, preparation of manuals, 

completion of external and internal audi t etc. MoCA has not replied to de lay in 

operationalisation of AIATSL after vacation of stay in Jul y 201 3 by Supreme Court of India. 

The reply needs to be considered in the light of the fact that the actual stay order of the 

Madras High Court had been for the period less than two months (15 May 201 3 to 08 July 

2013). The Supreme Court of India decided (09 May 2013) that hi vi ng off was a policy 

decision of GOI. In view of the order of Supreme Cou11 of India, the Madras High Court 

vacated the stay on July 8, 2013. Following vacation of the stay order, action for transfer of 

staff and operationalisation of the subsid iaries was with the Company. Hiving off was an 

approved milestone which was to be achieved by January 20 12 (as per TAP) /March 2012 (as 

per MRA). Procedural formalities were known to the Company and action on the same could 

have been taken up simultaneously. 

111 



Report No. 40 of 2016 

9.2 Inaccurate information reported to Oversight Committee regarding milestone 
achievement 

Management reported to the Oversight Committee (August 2013) that employees of AIL 

performing ground handling activities had been transferred to AIA TSL, however, all staff 

continued to be on the ro ll s of AIL with actua l transfer o f payrolls for AIATSL taking place 

w.e.f. April 20 14 and that for AlESL being effected from October 2014. Similarl y 

Management informed the committee (August 2014), that both AIESL and AIATSL had been 

operationali sed by February 20 13. In reality, however, AJA TSL could be operational ised 

onl y by April 20 14 and AIESL by January 20 15. 

Management in its reply (02 February 20 16) stated that around 4500 technica l employees 

were transferred to AIESL w.e.f. 0 1 February 201 3 and that admini trati ve taff/officers 

attached to engineering department were also deputed to AIESL though the payro ll transfer 

wa effected from October 20 14. 

MoCA replied (02 September 20 16) that the in formation provided to the Oversight 

Committee (August 20 13) was a per ituation prevalent then . Air India issued trans fer letters 

to Engineering employees to AIES L in February 20 13. Thereafter, several court cases were 

fil ed and the last court case was reso lved in Jul y 20 13. However, at th is stage, AIESL had not 

obtai ned CAR 145 approval from DGCA to fu nction independentl y. The Engineering 

function , therefore, had to be necessaril y performed under the umbre ll a of Air India. To 

compl y w ith the regulation requ iring adequate staff in the MRO in o rder to obtain the 

li cence, a policy deci s ion wa taken in October 20 14 to tran fer the employees to 

AIESL. A regards AJA TSL the transfer wa delayed as the assets and liabilitie were to be 

ident ified and transferred. The transfer wa made e ffective from the start of financia l year 

20 14- 15. 

The reply is not tenable as the GH and MRO staff continued to remai n on the roll s of AIL ti ll 

March and September 2014 re pectively. The financial statements of the two subsidiaries 

(AIESL and AJA TSL) for the year 20 13- 14 also did not indicate transfer of staff from AIL or 

revenue/ex penditure pertaining to MRO and G H activi ties. The response is contradictory to 

in formation reported to Oversight Committee (August 20 13) that employees performing 

ground handling activities were trans ferred to AJA TSL. MoCA did not repl y on inaccurate 

reporting (Augu t 2014) of operationalisation of Al ESL and AJA TSL in February 20 13 to 

Oversight Committee. 

9.3 Deviations noticed in actual operationalisation of AIESL and AIA TSL 

Audi t noticed certain deviation from the en vi. aged plan in actual operati onali ation of the 

two ub idiaries which are listed below: 

Non Infusion of equity for capital expenditure: AIL was to provide a total equity of ~375 

crore to AIESL during the fir t three years beginning from the date of operationali sation of 

AIESL. Likewise, AJA TSL was to be provided an equity of ~393 crore, of which ~ 150 crore 

was to be infused in the first year. However, AIL is yet to infuse thi s equi ty towards capital 

expenditure in AIESL and AIATSL (M arch 20 16). 
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Management stated (02 February 2016) that funds could not be infused on account of its 

financial problems. MoCA (02 September 2016) accepted that the equity as envisaged in 

TAP has not been infused in the two subsidiaries. It is also stated that whenever they are 

required for capital projects, AIL has been infusing the necessary re ources to fund the 
capital expenditure. 

The reply is not acceptab le as lack of equity support might adversely affect the operation and 

profitabi li ty of the newly formed subsidiaries. AIATSL had brought to the notice of its Board 

(July 2015) that the Company required Ground Support Equipment of approx. ~250 crore. 

Besides, AIL had to infuse equity in both the subsidiaries for operationalisation of 

subsidiaries as approved by Cabinet. 

Deputation of AIL employees to subsidiaries instead of transfer: It had been envisaged 

(August 201 2) that all employees of AIL engaged in MRO and GH acti vities would be 

transferred to AJESL and AIATSL. However, 1656 employees were on deputation from AIL 

to AIA TSL. Likewise 803 employees of AIL were on deputation to AIESL instead of being 

transferred. 

Management replied (02 February 20 16) that the administrati ve control of deputed staff/ 

officers is with the subsidiary companies. MoCA replied (02 September 2016) that all the 

operational staff were transferred and support staff were deputed. 

The reply of AIL management need to be viewed in the light of the fact that a number of 

personnel on deputation have been ubsequently reverted to AIL which may create 

operational problems fo r the subsidiaries. The reply of MoCA is also not tenable as a ll 

employees of AIL engaged in MRO and GH activities were to be transferred to subsidiaries 

as per Cabinet approval for operationalisati on of subsidiaries . Moreover, AIL staff on 

deputation to AIATSL included commercial staff performing core GH activi ties. 

I 9.4 Delay in commissioning new AIESL facilities at Nagpur 

AIL had decided to establish two new facilities, an MRO fac il ity and an engine overhaul 

facility; 

~ Mis Boeing had committed to invest upto USD I 00 million for establi shing and operating 

a faci lity in India dedicated to provide maintenance and logistics services as a part of the 

purchase agreement signed in December 2005. Thi MRO facility was decided (May 

2009) to be e tabli hed at Special Economic Zone (SEZ) area of Maharashtra Airport 

Development Company Limited (MADC) near Nagpur Airport. As per the original 

agreement between M/s Boeing and AIL (August 2006), the MRO fac ility was to be 

operational by August 2009. The faci li ty was however, completed in January 20 14 and 

operationali ed in August 20 15. The delay in operationali sation wa on account of delay 

in creation of infrastructure faci lities like power suppl y, tax iway completion, sewage 

treatment plant by MADC. Even after completion of the facility, the MRO services fo r 

the new Boeing fleet (B-777 and B-787 aircraft) continue to be carried out at Mumbai. 

~ Consequent to the purchase of new Boeing aircraft fitted with GE engines, AIL decided 

(March 2009) to set up GE branded GEnx and GE 90 Engine overhaul faci lity. It was 
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dec ided during September 20 10 to set up the facility in Nagpur. The project co ting USD 

89 million was to be funded through G E credits (USD 64.5 million) and internal 

resources of AIL (USD 24.5 mil lion). The facili ty was to be operational by 201 3. The 

fac ility is still under construction and is ex pected to be full y operati ona l only by 

December 201 7 . Due to de lay in completion of overhaul facility, AIL had to pay higher 

amounts to GE for engine overhaul services. The avoidable amount incurred by AIL over 

January 20 13 to March 20 16 on thi s accoun t was ~64.75 crore. Be ides, the intended third 

party revenue from the new MRO unit and engine overhaul facility could not be realised 

during the interim period. 

It is pert inent to note that Ex pression of Interest (Eol) was invited (January 201 6) from 

units engaged in MROs and Airlines across the world to ' Operate and Manage' the Air 

Frame MRO at Nagpur on revenue haring model, with the objecti ve o f enhancing 

revenues of AIL. The Board accorded it approval (74 Meeting, 12 Jul y 20 16) to fl oat 

global tenders, inviting applications from inte rested parties to take on lease the MRO 

Airframe fac ility on a Jong term basi for thirty years. 

Management in reply (02 February 201 6) stated: 

i) The MRO facility was de layed due to issues re lating to acquis ition of land, levell ing 

of the taxiway and other issues with MADC. These issues were not within the control of 

AIL or Boe ing. As regards third party revenue from MRO facility, it wa in formed that 

di scussion with Indian Airforce and o ther Indian operators were going on. 

ii) The de lay in commissioning of engine facility was on account of delay in civil 

construction and the liquidity problems faced by AIL. The extra ex penditure of ~ 17 crore 

per annum mentioned by Audit would also have been incurred at Mumbai, had the whole 

fac ility been made available at Mumbai. 

MoCA replied (02 September 2016) that 

(i) The etting up of MRO in Nagpur and GE fac ilities in Nagpur was accepted by the Board 

o f Air India in 2009. As such considering the compl icated nature o f project, the MRO 

facil ity has been set up at the earliest possible time as a green fie ld project building of an 

MRO faci lity wou ld normal ly take at least four years. 

(ii) The delay in GE Test Cell fac ility is due to delayed civil work. The engine of Air India 

a lso are presently under OnPoint agreement with GE. The OnPoint programme is a 

power by hour programme and as such de lay of the GE facility in Nagpur has not 

resulted in an y additional cost to Air India. 

The reply needs to be viewed in light of the fo llowing: 

i) MRO facility, which should have been ready by August 2009, had been 

operationalised after six years only in August 2015 . The reply of Management onl y 

ex plained the delay post January 20 14 and did not addre s the larger segment of the delay 

prior to this date i.e. August 2009 - January 2014. Reply of MoCA was also not tenable as 

the approval of Board was in ternal to AIL. 
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ii) Considering the steep additional expenses being borne by the Company on engine 
overhaul due to delay in completion of the overhau l faci lities, efforts ought to have been 
made by AIL to avoid such delays. Besides, the avoidable expenditure worked out by 

Audit is based on the difference in rates offered to AIL by GE in the absence of the GE 
overhaul facilities and not on expenses being incurred in transport between Nagpur and 
Mumbai. 

Operationalisation of AIESlJAIATSL was delayed by two to three years vis a vis the TAP 
milestones. Inaccurate information regarding operationalisation of these subsidiaries was 

reported to the Oversight Committee. 

Some shortfalls have been noticed in operation of subsidiaries - eg. No infusion of 

committed equity by AIL, deputation instead of transfer of employees from AIL to 
subsidiaries. Besides, the MRO and engine facilities for the new Boeing wide body aircraft 
and engines were delayed leading to excess expenditure on the part of the airline in repair/ 

maintenance of GE engines. 
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Chapter 10- Integration of Information Technology (IT) Systems 

10.1 Information Technology (IT) initiatives by AIL 

The TAP also included implementati on and integrati on of IT solutions as an essential activity 

for turnaround of the Company. In all, four ai rline specific IT sy terns were to be 

implemented in AIL be ides the SAP-ERP. The e are: 

• Passenger Service System (PSS) implemented in February 20 11 for managing booking of 

tickets, passenger handling and revenue management. 

• RAMCO system for Maintenance Repai r and Overhaul (MRO) implemented in 

November 2012 covering procurement process, inventory management and repair and 

maintenance based on MRO acti vities. 

• Flight Planning System (FPS) for optimal flight planning solutions and flight operation 

support systems wa still under implementation. 

• Central Planning and Control System (CPCS) for network planning, scheduling, flight 

operations contro l and crew management had been parti all y implemented. 

Audit had already reviewed PSS and RAMCO ys tems and the findings had been reported in 

the para no. 2.7 of Report No.2 1 o f 2015 (Volume T) of CAG of India. Though both the 

systems have been implemented by AIL, several shortcomings were noticed in audi t. These 

included de lay in their implementation as well a non-achievement of expected efficiencies 

apart from non-integration with SAP-ERP ystem. Audit noticed that FPS is partiall y 

operational and has resulted in effi ciencies to that ex tent. A number of modules of the CPCS 
system, however, are yet to be implemented and hence this system was selected fo r a detai led 

study in audit to appreciate the concerns involved. 

lt.2 Centnl ......... wl Control System- an ovenlew 

CPCS comprises of three sub system : 

• Network Planning and Scheduling (NP&S) system which provides solutions for long 

term, medium term and short term scheduling including daily departures. CPCS had three 

component systems, namely network plann ing and scheduling (NP&S), hub control 

centre/ operations control centre (HCC - OCC) syste ms and Crew Management System 

(CMS). 

• System for Operations Control Centre and Hub Contro l Centre (OCC-HCC) intended to 

support decisions to react to di ruptions and for restoring normal operations. 

• Crew Management System (CMS) intended to max imise crew utili sati on ensuring crew 

availability and minimising creeping delays by proactive planning. 
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18.3 Procarelllmt of CPCS 

A tender was issued on selecti ve basis (October 2009) to identify a single solution provider 

for all cri tical IT enablers constituting CPCS. Mis Lufthansa Systems (LH) and Mis Sabre 

Solutions (Sabre), were identified by AIL a market leaders and Ml Sabre emerged as the 

be t fit for AIL requirements. Aud it observed that, 

(i) AIL had a pending dispute at the time of entering into the new agreement with Mis Sabre 

(December 2009) on a receivable worth USD 5.335 mi ll ion since 2004. Mis Sabre had 

offered (M ay 2008) an out-of-court settlement of USO 2 million for thi s pa t dispute and 

another USO 1.5 mil lion, if considered for development of Passenger Service System 

(PSS). This offer of Mis Sabre, was however, not accepted by AIL. However, during 

price negotiation for C PCS, an amount of USO 0.95 million was only offered by Ml 
Sabre towards ett lement of past due . This wa accepted by AIL. Th i led to short 

receipt of USO 1.05 million (~5.64 crore) by AIL. 

Management in its reply (02 February 20 16) stated that the offer of Mis Sabre for an out­

o f-court settlement of USO 3.5 mi ll ion in 2008 wa again t the co t of USO 120 million 

for implementation of PSS and since the value of CPCS project was only USO 24 

mill ion, the Committee accepted the offer of USO 950000. 

MoCA, re iterating the Management's contention, linked (2 September 2016) the offer of 

USO 3.5 million made by Mis Sabre in 2008 to the award of PSS while tating at the 

same time that the offer of USD 3.5 mill ion was a combined offer broken up into USO 

2 million upfro nt and USO 1.5 mill ion if PSS was awarded . 

MoCA' s reply linking the offer of USO 3.5 million made by Ml Sabre in 2008 to the 

award of contract fo r PSS is contrad ictory to their own statement in the reply that the 

offer of USD 3.5 million was a combined offer broken up into USO 2 mi llion upfront 

and USO 1.5 mi llion if PSS was awarded. Further, the documents made available to 

Audit clearly indicated that the out-of-court settlement for USO 2 mil lion offered by Ml 

Sabre was unconditional without any link to the implementation of PSS. The additional 

amount of USO 1.5 mil lion, alone, had been offered agai nst PSS contract. AIL, while 

concluding the Selecti ve Tendering process by placement of Work O rder (WO) on Ml 

Sabre, should have made sincere efforts to bri ng Mis Sabre to settle past dues to at lea t 

USO 2 mi ll ion, which was offered in 2008. 

(ii) The CPCS system was requi red to be operationali ed before the Commonwealth Games 

in October 20 10. The contract s igned by AIL with Mis Sabre for procurement of CPCS 

did not have any specific time line for delivery, nor was any penalty specified in the 

contract fo r delay in implementation. Aud it noticed that Mis Sabre had imple mented 

only seven out of the 13 modu les ti ll date (February 20 16). Though CMS has not yet 

been implemented AIL paid Mis. Sabre ~ 1 .34 crore towards Sy tern Implementation and 

Professional Service Fee and Travel Inc identals even as alternate interim arrangements 

had to be made for its implementation. No penalty could be levied by AIL. By not 
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incorporating timeline and penalty clause m the contract, AIL compromised its 

commercial and financial interests. 

Management in reply (02 February 2016) admitted its failure to incorporate a penalty 

clau e in the master agreement. 

MoCA did not offer any specific remarks. 

(iii) The contract signed with M/s Sabre for CPCS had a provis ion for Performance Bank 

Guarantee (PBG). Audit noticed that the PBG for CPCS contract had expired on 7 July 

20 I l and no steps had been taken by AIL for its re-validation, though the vendor was yet 

to fulfill its obligations. 

Management, in its reply (02 February 20 16) did not comment on its failure to get the 

validity of the PBG extended to cover the currency of the Contract. 

MoCA in the ir reply (September 2016) stated that AIL was taking appropriate steps to 

validate the Bank Guarantee and to ensure that this Bank Guarantee remained valid till 

the end of the Project. MoCA has also stated in their reply that AIL has been directed to 

avoid recurrence of such lapses in future. 

As stated at para 10.2 above, CPCS had three component ystems of which only two namely 

network planning and cheduling (NP&S) and hub control centre/ operations control centre 

(HCC-OCC) systems have been implemented. The third system, namely Crew Management 

System (CMS) was yet to be completed by M/s Sabre. 

Audit noticed that a nu mber of available modules in NP&S were not utilised, as detailed 

below: 

I A. Three unused modules of NP&S system 

The NP&S system had five modules (schedule manager, fleet manager, slot manager, code­

share manager and profit manager) all of wh ich had been completed. Out of these, three 

modules viz. fl eet manager, slot manager and code-share manager, have not been utilised at 

all by the Company. ln fact, Market Planning Department, the user department for these 

modules had proposed (December 20 14) that these modules be discontinued in view of their 

non-utilisation and to arrest the recurring expenditure incurred on them. The recurring fees of 

~15.23 crore paid by AIL (till June 2016) have thus been rendered infructuous. 

Management in its reply (02 February 2016) stated that the functionality of the three modules 

were desired by AIL fo r the purpo e of enhancing efficiency gains. It was also stressed that 

the utilisation of these three modules have deteriorated only in the last one year due to 
shortage of manpower and that a committee has been formed in October 2015 to revive 

utilisation of these modules. 

MoCA in the ir reply (September 201 6) stated inter alia that 5 modules of NP&S are used by 

Air India, Air India Express and Alliance Air for effi ciency gains at various stages of 

schedule/flight forecasting, planning, construction and schedule implementation. 
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Audit noted that a Steering Commfrtee has been constituted in December 2015 to re­

operationalise the Planning and Scheduling Tool, after the internal communication of the 

Company in December 2014 regarding non-utilisation of three modules namely Fleet 

manager, Slot manager and Code-share manager. 

8. Lack of vital input data and skilled resources led to non-utilisation of profit manager 
module 

The profit manager module of NP&S system needed to be calibrated with on grn and 

destination data for assigning the correct market shares and passenger traffic to the host 

airline. AIL evaluated the offers from both IA TA (for Pax IS-level 5 data) and Mis Sabre (for 

Global Demand Data - GDD) and concluded that Mis Sabre was the lowest bidder. 

The GDD database required supplemental data for calibration of profit manager modu le of 

NP&S. AIL obtained the supplemental data at a cost of ~9. 16 crore. Subsequently, however, 

Mis Sabre could not deliver the data analyser. AIL cancelled (April 2011 ) the contract wi th 

Mis Sabre. As there was no performance guarantee clau e in the contract, no penalty for non­

performance was lev ied on Mis Sabre. As such, the entire expenditure incurred by AIL 

during the period from April 20 l 0 to September 2014 on the supplemental data was rendered 

infructuous. 

Subsequently, AIL entered into agreement with IA TA for the Pax IS data (October 2011 ). 

The IATA data could not be used after April 20 12 to calibrate profit manager in the absence 

of skilled manpower. Thus the expenditure of ~4.53 crore incurred by the Company on 

procurement of the data from IA TA remained infructuous during the period from November 

2012 to April 201462
. 

Thus, the Profit Manager Tool remained idle even after the Company incurred expenditure of 

~5 .28 crore (monthly recurring U&S fee) and ~1 3.69 crore ~9.16 crore plus ~4.53 crore) on 

input data procurement for the module which was not utilised. 

Management in reply (02 February 2016) did not offer an y comment on Performance Bank 

Gurantee (PBG) not being taken from Mis Sabre for the ODD data but highlighted that it has 

not paid any amount to Mis Sabre for data services. The Company also did not comment on 

the non-operation of profit manager module since Apri l 2012 despi te ava ilability of IA TA 
data. 

MoCA in their reply (September 201 6) stated that a separate PBG was not sought for Work 

Order 2 (W02) as the same was provided by Sabre for the Master Agreement, which covered 

IOCC, CMS and NP&S, since the Global Demand Data was covered under the Master 
Agreement as W02. 

However, Audit observed that the Master Agreement specifically indicated only Work Order 

value of USD 3, 150,000 relating to WOl. As a result, the W02 comprising Data Services, 

Sales and Network Analyzer Module were not covered by the PBG. 

62 Only 6 im•oices raised by IA TA have been made available to Audit. Management did nor confirm their finality and completeness. 
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MoCA, however, has not offered any remarks on the infructuous expenditure on data 
procurement pointed out by Audit due to idling of Profit Manager Module. 

C. Lack of trained manpower for optimum utilisation of the network planning and 
scheduling tools 

After the initial training by Mis Sabre in May 20 10-August 2010, no further training had been 
organised (March 2016). Meanwhile, Audit observed that, out of 21 officials trained in NP&S 
system in 2010, only seven remain and the rest have either retired, resigned or have been 

redeployed elsewhere within AIL. This concern regarding skilled manpower had al so been 
voiced in the internal communications of the Company (November 2014). 

Management stated in reply (02 February 20 16) that AIL had conducted redeployment 
exercise to get manpower from within the organisation and to make good the shortfall, AIL 
had recruited experienced manpower from the IAF placement cell, conducted walk-in 
exercise to recruit experienced staff and fresh candidates. The Management was of the view 

that attrition was an inevitable risk due to market forces. 

MoCA in their reply (September 2016) stated that the Internal Committee constituted to 
streamline the Project had already sanctioned the additional manpower requirement and had 
started allotting contractual employees for the Project. Additionally, the data calibration task 
was also being mobilised which would enable full utilisation of all the modules in the Tool. 

The fact remains that the additional manpower as well as data calibration was yet to be put in 

place. 

10.S Delay in implementation of Crew Management System 

The Contract for Crew Management System (CMS) was awarded to Mis Sabre on 31 
December 2009 and was to be implemented by 31 May 2011. In order to implement the 
CMS, AIL was required to make available appropriate resources, finali se the organisational 
structure of future CMS department, infrastructu re and facility set-up and define the 
processes of crew planning and data maintenance. The progress in this respect however was 
slow as also pointed out (September 2010) by Sabre who had continued to flag the same 

issues as late as in May 20 12. 

In the meanwhile (August 2011), DGCA issued a new set of Civil Aviation Rules and made it 

mandatory to implement them by 15 February 2012. When approached, Mis Sabre responded 
(February 2012) that the CMS system could be implemented by them only by March 2013. 
AIL adopted an interim solution offered by M/s Sheorey Digital Systems Limited, Mumbai 

(SDS) and advised Mis Sabre to reschedule the project plan timelines for cockpit and cabin 
crew combined cut-over by 31 March 201 3. The Sabre system was yet to be implemented 
(February 2016) after a delay of two years. AIL entered into an agreement with SDS on 10 
October 2012 for Flight Operations Sub System (FOSS) and Crew Management Sub System. 

The SDS system was not fully automated and manual interventions were required which 
persisted even till date. 

Management (02 February 2016) did not comment on the delay in implementation of CMS. 
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The significant delay in implementation of the intended CMS of Mis Sabre resulted in non­
adherence to time targets set by DGCA and implementation of an inferior interim system 
without a clear road map for completion of the Sabre-CMS. 

MoCA in their reply (September 2016) stated that the ARMS CMS had to be adopted as a 
stop gap arrangement due to inabi lity of the Sabre CMS system to meet CAR implementation 
timelines of DGCA. Sabre, when approached for CMS Implementation, informed about the 
withdrawal of CMS offered by them earlier and about the development of a new CMS 

System, which was under evaluation by AIL. 

Absence of timely follow-up by AIL and penalty clause for delays in the Contract resulted in 
non-implementation of Sabre CMS package till date. 

10.6 Implementation of Flight Planning System (FPS) 

IA TA in its Fuel Efficiency Gap Analys is (FEGA) (August 2008) had inter alia 
recommended a modern Flight Planning System (FPS) fo r AIL which would enable savings 

of around USD 55 million per year on account of reduced fuel cost. AIL signed an agreement 
with Mis. FWZ in March 2009 for implementing FPS and the user acceptance test (UAT) was 
scheduled to be conducted on 1 April 2010. The FPS is, however, yet to be fully implemented 
(February 2016). The delay in implementation of FPS was mainly attributable to the technical 
glitches faced by Mis. FWZ in the course of implementation. 

The report (March 2013) of the Dholakia Committee on 'Cost Saving and Resource 

Optimization in Air India' had brought out that during 2011-12, a savings of ~110 crore was 
achieved due to the "Flight Planning and Dispatch" component. The significant delay in 
implementation of FPS needs to be viewed in the context of partial achievement of 
anticipated savings. 

MoCA, while stating in their reply (September 2016) that all Air India Flights are planned 
with the new FPS, had also detailed the plans for integration of FPS with the existing IT 
systems in the future. MoCA further stated that the exchange of data with the existing IT 
systems was pending due to technical issues. 

The reply of MoCA has, however, not addressed the significant delay in implementation of 
FPS . 

AIL, while entering into a contract with the solution provider for Central Planning and 
Control System (CPCS) did not make adequate efforts to negotiate an appropriate settlement 
of past dues (receivables) from the latter resulting in an opportunity for cost reduction being 
lost. Besides, the contract neither had a schedule for completion nor did it penalise delays. 

Three out of five modules of Network Planning and Scheduling (NP&S) system were not 
being utilised despite their implementation as early as May 2010-July 2010. AIL failed to 
derive the full benefit of the profit manager module on account of problems in data 
procurement and non-availability of skilled manpower for its operation when the data became 
available. AIL did not make adequate efforts in development and retention of trained 
manpower for complete utilisation of the sophisticated NP&S Tools. 
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Though the urgent procurement of CPCS was meant to streamline the operations of AIL with 
a view to tap the opportunities presented by the Commonwealth Garnes (October 2010), there 

have been delays in the implementation of Crew Management System (CMS), a key 
component of CPCS, forcing AIL to adopt an alternate inferior solution as an interim 
measure. 
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Chapter 11 - Operational Performance 

Cabinet Committee on Economic Affairs (CCEA) as well as the Master Restructuring 

Agreement (MRA) executed between Air India Limited and lender banks fixed the 

milestones for operational effi ciencies to be achieved by the AIL by March 2015 . The 

achievement of targets fi xed for Passenger Load Factor, Yield and On Time Performance are 

discussed below: 

I 11.1 Pwenger L~ad Factor 

Passenger Load Factor is revenue passenger ki lometers flown as a percentage of seat 

kilometers available. As per the mi lestone approved by the CCEA as well as the MRA 

executed between Air India Limited and lender banks, the Company should achieve the 

network PLF of 73 percent by FY 2015 and 75 percent in FY 2020. 

Compari son of Passengers Load Factors (PLF) actuall y achieved vis-a-vis approved 

TAP/FRP is as follows: 

Table 11.1: TAP Target vs Achievement of PLF 

2011-12 2012-13 

Aircraft Type T A T 

B-747-400 64.9 70 65.9 
B-777-200LR 67.9 67.8 69.9 
B-777-300ER 65.I 66.3 67. 1 

B-787-800 69.4 - 7 1.4 
A-310-300 - 58.4 -

A-330-200/300 67.9 6 1.5 7 l.9 

A-340 - - 66.8 
Avg. PLF-WB 66 68.7 
A-319 72.5 74.5 73.2 
A-320 67.5 68.5 68.2 
A-321 70.9 72.4 71.7 
A-320-IS 7 1.0 - 7 1.8 
Avg.PLF-NB 70.0 7 l. 8 70.8 
AVG (WB &NB) 67.6 69.5 

T = Target as per TAP A =Actual as per TAP team 

Blank indicates data 1101 prol'ided by AIL 

2013-14 2014-15 

A T A T A 

7 1.4 - 75 -

69.2 7 l.9 69.8 73.9 
72.9 69. 1 73.4 7 1.1 
76.3 73.4 7 l.5 75 

- - - -

67.7 75 69.2 -
- 70.8 - 74.8 

7 1.4 73.3 
75.5 74.0 77. l 74.7 
68.7 69.0 74.8 69.7 
75.5 72.4 76.3 73.2 

- 72.5 - 73.3 
74.0 7 1.6 76.2 72.5 

7 1.5 73 
- /11dicates fleet 1101 al'ialable 

(In percentage) 

2015-16 

T A 

75.7 - 65.0 
79.2 74.4 74.0 
72 7 1.6 76.4 

7 l.9 75.0 74.0 
- 0.0 -

79.8 - -
- 75 .0 -

72.3 73.5 74.5 
79.4 75 .2 79.1 
75. 1 70.5 76.6 
78.7 73.7 78.4 

- 74.0 -
77.8 73.2 78.0 
74.4 73.4 75.8 

It can be seen from the above table that overall target of 73 percent by 20 L 5 and 73.4 percent 
by 201 6 had been achieved by AIL. However, the target in respect of wide body aircraft had 

not been achieved as there was shortfall in achievement of individual targets in case of 

B-777-200 LR and A -330 in the years 201 1- 12, 20 12- 13, 201 3-14 and 201 5- 16 and 

B-787-800 in the year 20 13- 14, 2014- 15 and in 20 I 5- 16. 

Detailed analysis of PLF on various services on test check basis (both international and 

domestic services) for the period 20 12- 13 to 201 5- 16 revealed the following: 
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~ The PLF for First class was below 23 percent on the international routes such as Delhi­
New York & vv, Amritsar-Delhi-London & vv, Hyderabad-Delhi-Chicago & vv, 

·Riyadh-Mumbai, Riyadh-Calicut, Riyadh-Delhi and Jeddah-Mumbai. In 2015-16, 
Mumbai-Riyadh & vv, Koehl-Riyadh & vv, Delhi-Riyadh & vv, Trivandrum-Riyadh & 

vv, Mumbai-Jeddah & vv, Kochi-Jeddah & vv, M .. uauui-rtyderabad-Jeddah & vv routes 
belonged to this category. 

~ The PLF in Business class was below 15 percent on the mtemational routes such as 
Kolkata-Yangon & vv, Delhi-Dhaka, Delhi-Kabul, Varanasi-Kathmandu, Chennai -
Bangalore-Trivandrum-Mali & vv, Damam-Delhi, Ahmedabad-Mumbai-Muscat, 
Muscat-Mumbai and in 2015-16 Chennai-Muscat & vv and Mumbai-Muscat & vv. 

~ PLF in Business class in respect of domestic services was very low on routes such as 
Mumbai -Indore-Delhi & vv, Mumbai-Ahmedabad, Mumbai -Kolkata, Delhi-Vadodara, 
Delhi -Jammu- Srinagar, Delhi -Pune, Chennai-Kochi, Chennai-Hyderabad and Chennai 
-Mumbai. In 2015-16 Mumbai- Koehl & vv, Mumbai-Rajkot & vv and Calcutta -
Durgapur-Delhi & vv belonged to this category. 

Management stated (10 February 2016) that even though the schedule of operations were 
finalised and announced, the short term changes in the scheduled operations were 
necessitated due to engineering and operational requirements. These changes in tum 
necessitate a change in aircraft and day to day changes to ensure scheduled operations. 
Because of this, planned aircraft would be substituted with aircraft having business class or 
higher capacity in business class with insufficient time to maximise the passenger carriage 
which results in lower PLF. Further deployment of Wide Body aircraft on domestic legs of 
International flight to offer a seamless product to long haul international passengers results in 
lower PLF due to lack of demand during certain period to utilise the full wide body capacity. 

MoCA in its reply (06 September 2016) stated that 

1. AIL achieved the network yield vis-a-vis the target set as per TAP/FRP. 

2. There was improvement in performance of PLF in 2015-16 as compared to 2014-15 on 
overall combined basis and for combined Business class in services on India-USA sector. 

3. Proposal to convert the first class to Business class was not considered in view of the cost 
implications, time involved in grounding of aircraft and time required for obtaining 
certification. 

The reply of MoCA is silent on PLF and on the improvement in PLF of first class on the 
India-USA sector. Further, the change in deployment of planned aircraft on domestic as well 
as international sector were necessitated due to failure of the company to adequately address 
the issues related to Engineering and Operational requirements which resulted in grounding 
of aircraft, as discussed in Chapter 5. Thus, the fact remains that the lesser occupancy in first 
class with inability to convert these seats to Business class and the non-availability of narrow 
body aircraft which compelled AIL to divert wide body aircraft on the routes planned for 
narrow body aircraft resulted in lower PLF apart from increased cost of operations. 
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I 11.2 Network Yield 

Network Yield is revenue earned per passenger ki lometer. TAP targets re lating to yield 

indicated that the Company would achieve average network yield of ~3.76 (WB-3.36 and 

NB-4.39) in FY 2015. In addition, the milestones approved by CCEA and the MRA executed 

between Air India Limited and lender banks stated that AIL should achieve network yield 

higher of that envisaged in the Financial Restructuring Plan or fi ve percent po ints less than 

the Network Yield of market leader in the domestic and international market by the Fiscal 

Year ending on 3 1 March 201 3. AIL was also expected to acheive target of three percent 

points less than the Network Yield of market leader in the domestic & international market 

during and from the Fiscal Year ending on 31 March 20 13. 

Comparison of network yield actuall y achieved vis-a-vis envisaged TAP-FRP is indicated 

below: 

Table 11.2: Achievement of Yield vis-a-vis Targets in TAP 

(Inc- Revenue per KM) 

T A T A T A T A T A 
B-747-400 2.9 1 2.9 1 3.06 3.55 3.2 1 3.6 1 3.37 4.37 3.38 4.17 

B-777-200 LR 3.2 1 3. 1 3.37 3.49 3.54 3.52 3.55 4.66 3.55 3.87 

B-777-300 ER 2.7 2.87 2.84 3.1 2.98 3.32 3.13 3.5 3. 14 3.46 

B-787-800 3 3.15 4. 1 3.3 1 3.35 3.48 3.38 3.49 3.38 

A-310-300 3.28 2.75 3.45 3.55 3.55 3.55 

A-330-200/300 2.92 2.85 3.06 3.58 3.22 3.34 3.38 3.2 1 3.39 

A-340 3 3. 15 3.3 1 3.48 3.49 
Wide Body Yield 2.89 3.06 3.23 3.36 3.49 3.36 3.46 

A-319 5.04 5.48 5. 14 6.05 5.24 6.33 5.35 6. 1 5.37 5.72 
A-320 4.07 4.76 4.15 5.77 4.23 5.52 4.32 5.04 4.34 4.53 

A-321 3.88 4.66 3.96 5.99 4.04 6.2 1 4. 12 5.3 1 4.14 4.64 
A-320-IS 3.8 1 3.92 4.04 4.16 4.18 

Narrow Body 4.24 4.95 4.3 4.36 6.09 4.39 5.46 4.40 4.87 
Yield 
Wt.Av Al 3.46 3.53 3.64 3.76 4.27 3.75 4.00 

T= Target as per tire apprm•ed TAPIFRP, A= Actuals - lndicales fleet not avialable 
Blank indicates data not made al'Oilable by AIL 

AIL achieved the overall target for Network Yield prescri bed in TAP in 20 14- 15 and 201 5-

16. However individual targets were not achieved in case of B-777-200LR in 2011 -12 and 

2013-14, A-330 in 2011 - 12 and 2014- 15 and in case of B-787-800 in 201 4- 15 and 2015- 16. 

As stated in the MRA, network yield should be higher of FRP or fi ve percent less than that of 

the market leader. The AIL M anagement did not compare the network yield with market 
leader in its report to the Oversight Committee. 

M anagement confirmed (10 February 201 6) achievement of network yield vis-a-vis the target 

set as per T AP/FRP and stated that yie lds depend on market conditions (i.e. market size and 

capacity deployed) and capacity deployment was again based on optimising of resources 
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available with the airline. Certain routes reflected lower yields due to deployment of higher 

capacity aircraft and the need to fill up this increased capacity especially during lean seasons 

through lower fares, in order to optimise revenue. 

MoCA in its reply (06 September 2016) while confirming that airline had achieved the target 

as per TAP/FRP but did not reply on the failure to compare the network yield with market 
leader. 

The reply has to be viewed against the fact that it was the non-availability of narrow body 

aircraft which constrained AIL to divert wide body aircraft on routes planned for narrow 

body aircraft, resulting in lower yie lds apart from increasing the cost of operations. 

j 11.3 On Time Performance 

On Time Performance (OTP) is a measure of reliability and is a key performance indicator 

for an airline. A fl ight is normally considered to be 'on time' if it departs within 15 minutes 
of its scheduled departure time. 

The corporate OTP target of AIL is to ensure that 90 percent of flights depart within 15 

minutes of schedule. As per the milestone approved by the CCEA as well as the MRA 

executed between Air India Limited and Lender's Bank, the Company should achieve an 

overall OTP of 85 percent in 201 2- 13 and 90 percent by 2013-14. The actual on time 

performance of AIL during the period 20 11 - 12 to 201 5- 16 was as indicated below: 

Chart 7: OTP of AIL for the period 2011 -2016 
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As can be seen from the table above, the targets of 85-90 percent in OTP had not been 

achieved. Whi le OTP had improved over 201 2- 13 and 20 13-14, it declined sharply in 2014-

15 to an overall 72 percent, with international OTP at a low of 69 percent. The overall 

OTP rose to 78 percent in 2015-16 wi th domestic OTP at 79 percent and international 
at 75 percent. 

In order to analyse the poor performance of AIL on OTP, Audit reviewed the OTP of AIL at 

Mumbai and Delhi airports for the year 2014-15. The OTP at these airports were selected for 
review on account of the fo llowing: 

• Delhi is the busiest airport for AIL flights besides being its hub. Mumbai is the second 

busiest airport and together they cater to 39 percent of the flights AIL operates. OTP in 

these airports therefore had the most significant impact on overall OTP of the airline. 
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11.3.1 OTP of AIL vis-a-vis other scheduled domestic Airlines at Delhi and Mumbai 
airport during FY 2014-15 and FY 2015-16 

OTP of scheduled domestic airlines are recorded by the operators of Delhi and Mumbai 

airports. The performance of AIL vis-a-v is other airlines is indicated in the graph below: 
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As can be seen, the performance of AIL had been lower than that of other domestic carriers. 

While AIL recorded the lowest OTP in Mumbai, it ranked just below the worst performer in 

Delhi in both FY 201 4- 15 and FY 20 15- 16. 

MoCA informed (06 September 20 16) that Air India had taken several steps to improve the 

OTP like recruitment of operating crew both for cockpit and cabin, ground ing of classic 

aircraft in phased manner, leasing of new A-320 ai rcraft and review of the block timing. 

While efforts taken by management to improve the OTP are appreciated, OTP of AIL for 

2015- 16, was still lower as compared to other domestic carriers at Delhi and Mumbai airports 

as shown in the above graphs. 
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J n .3.2 Delay codes assigned by AIL to analyse OTP 

AIL assign code to categori e delays in order to identify the reasons for such delay. The 

delay codes are recorded in the 'On Time Performance Delay Code Handbook ' and cover 

codes I to 99, as ummarised below: 

01to10 
11to20 
21to30 
31to40 
41to50 
51to54 
55 to 60 
61to70 
71to80 
81 to 84 
85 to 90 
91 to 94 
and 95 to 
96 
93 

97 to 99 

Table 11.3 Delay codes of OTP in AIL 

Specific delays 

Pa senger and baggage 

Cargo and mail 

Aircraft and ramp handling 

Technical and ai rcraft equipment 

Damage to aircraft 

EDP/ automated equipment fai lure 

Flight operation and crewing 

Weather 

Air-Traffic flow management restrictions 

Airport and government authorities 

Reactionary 

Reactionary:- Delays attributed to delayed arrival of 
the aircraft from previous sector(s) 

Mi cellaneous 

Controllable 

Entirely within the control of 
AIL (excluding 5 1 to 54 which 
are Beyond the control of AIL) 

Can be controlled by AIL 
through better planni ng. 

Beyond the control of AIL 

Partially contro llable by AIL: 
I mprovemcnt can be done 
through better management. 

Partially contro llable by AIL: 
Improvement can be done 
through better management of 
departure of aircraft from 
previous locations due to 
controllable delays at previous 
sector to avoid late arrival of 
aircraft al next location. 
Beyond the contro l of AIL like 
industrial action political 
agitation etc. 

Wuhin control of AIL Beyond COlllrol of AIL l'nrt111lly cont rollable 

I 11.3.3 Analysis of OTP of AIL flights in Delhi-Mumbai-Delhi Sector 

Audit carried out an OTP analysis (Annexure- 10 and 11 ) on the basis of the delay codes, for 

50 percent of the domestic flights of AIL in the Delh i-Mumbai-Delhi (domestic) sector for a 

period of one year (2014- 15). Eight out of 15 Delhi-Mumbai fli ghts and seven out of 13 

M umbai-Delhi flights were stud ied. These fl ights showed a low OTP for periods ranging 

between five to twelve months. 

(A) The resul t of the analy is for 20 14- 15 are indicated in the chart (9 and lO) below: 
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Chart 10: Reasons for delay at 
Mumbai Airport 

• Entirely within the cont rol of All 

• Partially controllable by All 

Beyond the control of All 

• Delay on account of code 93 

The following facts emerge from the charts for 2014-15 above: 

• Nine percent of the delay at Delhi airport and 12 percent of the delays at Mumbai airport 

was entirely within the control of AIL. Another 22 percent of delays in Delhi and 10 

percent of delays in Mumbai were partiaJly attributable to AIL. 

• Significant reason for delays (representing more than haJf the delays i.e. 59 percent) 

were delayed arrival of the aircraft from previous sector(s). 

Similar OTP analysis (Annexure- lOA and l lA) for the year 2015-16 was carried out in audit. 

The results of the analysis for 2015-16 are indicated in the charts (9A and lOA) below: 

Chart 9A : Reasons for delay at 
Delhi Airport 2015-16 

• Entirely with in control of AIL 

• Partially Controllable by AfL 

Beyond Control of AIL 

• Delay Code 93 

Chart lOA: Reasons for delay at 
Mumbai Airport 2015-16 

• Enlirely with in control of AIL 

• PartialJy Controllable by AIL 

Beyond Control of AIL 

• Delay Code 93 

The above charts and infonnation in Annexures ( l OA and 11 A) indicate that delay percentage 

within control of AIL remained almost same in 20 15- 16 as compared to 20 14- 15. However, 
there was significant increase in delays which were partiaJly attributable to AIL as 29 percent 

of delays in Delhi and 18 percent of delays in Mumbai were partially attributed to AIL. A 

case in point was Delhi - Mumbai AI-3 17 (having an OTP of 40 percent in 2015-16) where 

half of the delays (62 out of 125 delays) were due to waiting for crew from other AIL flights. 
Similarly Mumbai - Delhi flight AI-310 (having an OTP of 62 percent in 2015-16) was 

delayed 35 times (out of 79 delays) waiting for crew. 

A significant reason for delay, (representing more than haJf of the delays in 2015-16) was 

delayed arrivaJ of the aircraft from previous sector(s). 
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(B) Considering the large effect of Code 93 - Delayed arrival of aircraft, Audit analysed 

these delays by studying the reasons for delayed arrival of the aircraft. For this purpose, 

Audit tracked the aircraft registration throughout their rotations on a daily basis to arrive at 

the reasons for delay in the previous sector(s) . The analysis was done for the year 2014-15. 

The delays were traced to their origin and reasons for the same recorded as per the delay 

codes explained at Para 11.3.2 above. The resu lts of this analysis are summarised in the chart 

below: 

~----------- --
Chart 11: Breakdown of delay 

code 93 at Delhi 

• Entirely within the control of AIL 

• Partially controllable by AIL 

Beyond the control of AIL 

• Delay on account of code 93 

Chart 12: Breakdown of delay code 
93 at Mumbai 

• Entirely within the control of AIL 

• Partially controllable by AIL 

Beyond the control of AIL 

• Delay on account of code 93 

The fo llowing issues emerge from the analysis: 

• 24 percent of the delays (in both ex-Mumbai and ex-Delhi sectors) indicated under code 

93 were within the control of AIL in a prev ious sector. 

• Another 14 percent of delays in Delhi and 16 percent of delays in Mumbai were partial ly 

controllable by AIL in a previous sector. 

Results of similar analys is63 for the year 2015- 16 are summarized in charts given below: 

61 

Chart llA: Breakdown of93 
delay code at Deihl 2015-16 

• Entirely within the control of AIL 

• Partially controllable by AIL 

Beyond the control of AIL 

• Delay on account of code 93 

Chart 12A: Breakdown of 93 delay 
code at Mumbai 2015-16 

• Entirely within the control of AIL 

• Partially controllable by AIL 

Beyond the contro l of AIL 

• Delay on account of code 93 

• As can be seen from the charts, 18 percent of the delays in ex-Delhi sectors and 20 
percent in Ex-Mumbai sectors indicated under code 93 were within the control of 
AIL in a previous sector. 

Reasons for delays in relating to cases of Code 93 -Delayed arril'al of aircraft were analysed to verify actual reason of delay in 

departure f rom pre1•ious airport. 
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• Another 17 percent for Delhi and 13 percent for Mumbai were partially controllable 
by AIL in a previous sector. 

(C) The consolidated percent after incorporating the analysis of delay in earlier station, 
the overall delays during 2014-15 in the selected flights, categorised into those within the 
control of AIL and those partially within the control of AIL and those beyond the control of 
AIL as indicated in the chart below: 

Chart 13: Reasons for delay at 
Delhi Airport 

18% 23% 

• 30% 

• Entirely within the control of All 

• Partially controllable by AIL 

Beyond the control of All 

• Delay on account of code 93 

The chart indicates the following: 

Chart 14: Reasons for delay at 
Mumbai Airport 

• Entirely within the control of All 

• Partially controllable by AIL 

Beyond the control of AIL 

• Delay on account of code 93 

};;:> 23 percent of the delays in Delhi and 26 percent of the delays in Mumbai airport were 
entirely attributable to AIL. Another 20 percent to 30 percent of the delays were partially 
controllable by AIL. 

};;:> The significant balance of reactionary delays due to late arrival of aircraft (code 93) was 
on account of non-operation of scheduled aircraft and insufficient ground time availability. 

Similarly the consolidated position of delay after including delays in earlier sector for 
selected flights for the year 2015-16 are summarized in charts given below: 

Chart 13A: Reasons for delay at 
Delhi Airport 2015-16 

• Entirely within the control of AIL 

• Partially controllable by AIL 

Beyond the control of AIL 

• Delay on account of code 93 

The Charts for 2015-16 indicate that: 

Chart 14A: Reasons for delay at 
Mumbai Airport 2015-16 

- 23% 26% 

• Entirely within the control of AIL 

• Partially controllable by All 

Beyond the control of AIL 

• Delay on account of code 93 

};;:> 19 percent of the delays in Delhi and 23 percent of the delays in Mumbai airport were 
attributable entirely to AIL. However delays which could be partially controllable by AIL 
increased significantly to 38 percent at Delhi and 26 percent at Mumbai. 
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>- This analysis indicate that considerable improvement in OTP, could be achieved by AIL 

through better operational management. 

Management stated (February 2016) that: 

• If there was a primary delay in departure of the aircraft it would affect the subsequent 
flights which are termed as reactionary delays and that breaking down these delays and 

re-apportioning them as control lab le might not be justified. 

• Airline operation was a network operation and at times incoming crew of a flight were 

required to operate another aircraft for another flight on arrival. Similarly passengers 

arriving on a pa1ticular flight were sometimes required to be connected to another 

outbound flight. Delay to incoming fli ght could have a reactionary effect on another 

outbound flight on account of aircraft, crew, passengers etc. 

• Sometimes reactionary delays could occur even without a primary delay. This occured 

when a flight departed on time but reached its destination late because of delay en-route 

due to A TC, airport congestion, weather clearance etc. 

• Management pointed out that scheduled aircraft or crew might not be available on the day 

of operation which led to disturbance in scheduled rotation of aircraft as well as departure 

times. 

The reply of the Management needs to be viewed in the fol lowing context: 

i) AIL had suggested to the Oversight Committee (monitoring TAP) that its OTP target 

needs to be reduced, citing its status as a network carrier. This, however, had not been 

agreed to by the Oversight Committee (August 20 13, January 20 14 and March 2015). It 

was therefore important that the factors affecting OTP within the control of AIL were 

addressed for a better OTP achievement of the airline. 

ii) The audit analysis of reactionary delays (delay code 93) had considered only cases of 
delay which were either entirely or partially controllable by AIL. The proportion of 

primary de lays at 24 percent indicates that considerable improvement in OTP could have 

been effected by better operational management of AIL. 

iii) As stated by the Management, primary delays had a cascading effect on subsequent 

flights. If primary delays were controlled by the airline across the network, reactionary 

delays could be significantly reduced leading to better OTP. 

MoCA did not offer any reply (06 September 20 16). 

11.3.4 OTP analysis (2014-15) of AIL flights in Delhi and Mumbai Airports: 
International Sector 

AIL operated an average of 40 international flights from Delhi and 13 from Mumbai. Audit 

analysed the OTP of 50 percent (1 9 ex-Delhi and seven ex-Mumbai flights) of these flights. 

The flights with lower OTP operating to major international destinations were selected for the 

audit analysis. It was seen that selected flights showed low OTP for period ranging from 5 

to 12 months. Thus the delays were persistent and not cyclic . 
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The delays in ex-Delhj and ex-Mumbai international fligh ts were al located to the delay codes 

(as explruned at para 11.3.2) and class ified as those entirely within the control of AIL, those 

partially within the control of AIL, those beyond the control of AIL and reactionary delays 

due to late arrival of afrcraft. The results (Annexure- 12 and 13) are shown in the chart below: 

Chart 15: Reasons for delay in 
selected Ex-Delhi International 

flights 2014-15 

• Entirely within the control of AIL 

• Partially controllable by AIL 

Beyond the control of AIL 

• Delay on account of code 93 

Chart 16: Reasons for delay in 
selected Ex-Mumbai International 

flights 2014-15 

• Entirely within the control of AIL 

• Partially controllable by AIL 

Beyond the control of AIL 

• Delay on account of code 93 

As seen from the chart, delays within the control of AIL were more signifi cant (nearly halt) 

in case of internationa l flights. The reactionary delays were large for two ex-Mumbai flights 

(Flight no AI-983 Mumbai- Dubaj and Al 985 Mumbai -Muscat). These delays were again 

analysed after considering the aircraft rotation and analysis of delay in arrival of the aircraft 

for the earmarked international night. It was noticed that a part of these reactionary delays 

were al so attributable to AIL. 

Audit observed that, crew related problems were a major reason for delay at Delhi. A case in 

point was the Delhi -Sydney-Melbourne flight, AI-302 (having an OTP of 48 percent in 20 14-

15) had been de layed 93 times (out of 182 delays) due to crew. In some cases, fli ghts were 

delayed waiting for passenger and crew from other connecting AIL fli ghts which were 

delayed. An example was the Delhi-Hong Kong flight, AI-3 10 (having an OTP of 49 percent 

in 2014-15) which was de layed 47 times (out of 108 de lays) awaiting passenger and crew 

from other AIL fli ghts. 

Management did not specificall y respond to the observation. 

MoCA replied (06 September, 20 16) that: 

• Ajr India flight AI-983 Mumbai-Dubai and AI-985 Mumbai-Muscat operate at the end of 

the day and have to absorb all accumulating/cascading delays of the day. 

• Pattern of operation of Delhi -Sydney-Melbourne fli ght had been amended to take care of 

crew related delays. There were two different types of aircraft deployed on thi s route 

resulting in high delays and Air India was attempting to address th is issue. 

The reply of MoCA regarding fli ghts Al 983 Mumbai - Dubai and Al 985 Mumbai - Muscat 

needed to be viewed in the light of the fact that a part of the reactionary delays of these 

flights were al so attributable to AIL. While efforts being taken by management to improve 
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I 11.s Rescheduling of flights 

Schedules for flights, both domestic and international , were prepared on hal f-yearly basis 

which are approved by Director General of Civil Aviation (DGCA). These schedules could 

be altered during actual operation by the airlines. A flight could be rescheduled more than 

three days in advance by the Market Planning Department of AIL. The responsibility of re­

scheduling flights within three days to one day of its original fli ght schedule, was with the 

Integrated Operation Control Centre (IOCC). Such re-scheduling needed to be approved by 

DGCA/airport operator. 

Audit noticed that a high percentage of AIL fl ights were rescheduled within the short three 

day window as seen from the table below: 

Table 11.5: Details of rescheduling of flights 

Year Tot;il no. of flights No. of flights rescheduled Percentage of flights rescheduled 

2012-13 134851 18376 13.62 
2013-14 132275 14385 10.87 
2014-15 132559 18199 13.73 
2015-16 124285 21555 17.34 

Source: AIU IOCC 
Figures for 2012-13 to 2014-15 include services of AIL+ 91 i.e. Alliance Air figures for 2015-16 indicate for AIL only. 

As seen from the above table, the percentage of re-scheduling has increased since 2014-15. 

Audit analysed the reasons assigned by IOCC fo r re-scheduling. It was noticed that some of 
the reasons for rescheduling were within the control of AIL whi le others were beyond their 

control as given below: 

Table 11.6: Reasons for re-scheduling of flights 

Reasons "ithin control of AIL Reasons beyond Reasons which may or 
control of AIL may not be within 

AIL 's control -------- - ------------------- - - --

• Planned aircraft maintenance • Weather • Reactionary rea ons 

• Cabin/cockpit crew constraints • Air traffi c flow • Reactionary to 

• Aircraft defects management technical * change 

• Scheduling constraints restrictions • Miscellaneous 

• Operational reasons • Airport related 

• Marketing/commercial issues problems 

• Ground crew/others • Government 

• Aircraft and ramp handling requirements 

• Passenger and baggage • Un- cheduled 

handling requirement 

*Aircraft is grounded due to teclrnica/ reasons and aircraft equipmell/ defects resulting in conseque/I/ delays s11bseque111 flight operations 

Audit analysed the reasons for re-scheduling of ex-Delhi and ex-Mumbai flight during 
2014-15 and 2015-16 the results for which are given in the succeeding paragraphs. 

138 



Report No. 40 of 2016 

111.S.l Analysis of rescheduling of Ex-Delhi Flights 

Audit noticed that the reason fo r re-scheduling had been recorded as ' miscellaneous' in 61 

percent of the cases in the report generated by IOCC. In order to appreciate the actual reasons 

for rescheduling, Audit studjed the re-scheduling notices is ued by IOCC which recorded the 

actual rea ons. These analysis indicate that, for the year 2014-15 nearly 59.78 percent of the 

Chart 17: Reasons for rescheduling of 
Ex-Delhi nights 

Reasons within the 
control of All 

• Reasons beyond the 
control of AJ L 

Reasons which may 
Of" may nOI be 
within A !L's control 

• Reasons not 
ascertainable from 

re-schedu ling was on account of reasons 

within the control of AIL as shown in 

the chart alongside. 

An anal ysis of these 59.78 percent of 

cases of reschedul ing indicated that 

planned aircraft mai ntenance accounted 

for the bulk of the rescheduling with its 

share of 15.8 1 percent. The other 
the notice 

reasons for re-schedul ing were cabin 

crew constraints (9.79 percent), cockpit crew constraints (8.2 1 percent), aircraft defects (7.17 

percent), scheduling constraints (6. 13 percent), and passenger/baggage handling (2.86 

percent). 

In 2015- 16, the reason for re-schedu ling had 

been recorded as ' miscellaneous' in 53.54 

percent of the cases in the report generated by 

IOCC. Analys is of these reasons revealed that 

65.66 percent of the re- chedu ling had been due 

to reason within the control of AIL (Chart 17 

A). A fu rther review of these rea ons indicated 

that planned aircraft maintenance, cockpit crew 

constraints and scheduling constraints were the 

most significant reasons accounting for 19.70, 

15.37 and 16.84 percent respecti vely. 

Chart J7 A: Reasons for rescheduling or 
Ex-Delhi OighlS in 2015-16 

Reasons wi tlun the 
control of AIL 

I Reasons beyond the 
control of AIL 

Reasons which may 
oc may nOI be 
within A !L's control 

• Reasons not 
ascertainable from 
the notice 

111.s.2 Analysis of rescheduling of Ex-Mumbai flights 

During 20 14- 15 a ignificant percentage (40 percent) of ex-Mumbai flights had recorded 

' miscellaneous' as the reason for re-scheduling. Audit analyzed the reasons of re-scheduling 

of ex-Mumbai flights fo r the year. As seen from the chart, 62.65 percent of the re-schedu ling 

Chart 18 Reasons for rescheduling 
Ex-Mumbai flights 

• Reasons within the control 
of AIL 

• Reasons beyond the 
control of AfL 

Reasons which may or 
may not be within All's 
control 

Reasons not ascertainable 
from the notic 

139 

had been due to reasons witrun the control 

of AIL. A further break-up of these reasons 
indicated that cockpit crew constraints at 

23.6 percent was the most significant 

reason. The other reasons included planned 

aircraft maintenance ( 10.69 percent), 

scheduling constraints ( 10.4 percent), 

aircraft defects primary (6 .47percent), 

cabin crew constraints (4.29 percent), 
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passenger and baggage hand)ing (1.35 percent). 

During 2015-16, the reason for re-scheduling had 
been recorded as 'miscellaneous' in 33.31 

percent of the cases in the report generated by 
IOCC. Analysis of reasons revealed that 67 .28 

percent of the re-scheduling has been on account 
of reasons within the control of AIL (Chart 18 
A). A further review indicated that cockpit crew 
constraints at 39.5 1 percent was the most 
significant reason. The other reasons included 
scheduling constraints (10.0 I percent) & planned 
aircraft maintenance (6.76 percent). 

Chart 18 A Reasons for rescheduling 
Ex-Mumbai nights in 2015-16 

• Reasons within the 
control of AIL 

• Reasons beyond the 
control of AIL 

Reasons which may 
or may not be within 
AIL's cowol 

• Reas ons not 
a.<;ecrtainablc from 
the notice 

Audit also noted that out of a total of 6989 flights rescheduled in 20 14- 15, consisting of 4239 
ex-Delhi and 2750 ex-Mumbai flights, 6148 flights, representing 87.97 percent pertained to 
fli ghts of A-320 family aircraft (A 320-1212,A-32 1-2690 and A-3 19-2246). 7.28 percent of 
the balance rescheduling, pertained to 787 Drearnliner fleet. Re-scheduling, wa thus, more 
frequent in the narrow body fleet and Drearnliner fleet of AIL. In 20 15-16, out of a total of 
9857 flights rescheduled consisting of 5640 ex-Delhi and 4217 ex-Mumbai flights, 8752 
flights, representing 88.79 percent pertained to flight of A-320 family ai rcraft, 7.5 percent of 

the balance rescheduling, pertained to 787 DreamJiner fleet. 

Thus, rescheduling of services were largely within the control of AIL, as seen from the 
analysis of ex-Delhi and ex-Mumbai flights. It was also noticed that the airline did not have a 
mechanism to monitor/control re cheduling of its services. 

Management in reply (02 February 201 6) stated the following: 

)l> Flights were re-scheduled when constraints in resources were foreseen for future dates. 
The passengers were informed regarding the re-schedul ing through sms/telephone calls to 
enable them plan their journey. Hence, rescheduling actually helped the passenger by 
giving them an update about their flight. 

)l> Re-scheduling may not only re-time64 departure and arrival but also change the aircraft or 
fleet. Changes in actual operating pattern of aircraft may happen on the day of flight 
operation due to operational reasons. The 'movement manager' software in IOCC record 
the new reason over-writing the old one. As such, the accuracy of the assigned reason 
appearing in the database is limited by the feature of the software application. Besides, 
human error is not ruled out. 

The reply needed to be viewed in the following context: 

)l> The flights analysed by Audit had been rescheduled within a window of three days before 

actual scheduled departure. Re-scheduling with such a short notice to passengers was 
likely to cause problems for planning their trips and adversely affects the image of the 
Company. 

Rescheduling due ro change in time as well as change in aircraft or fleer. 
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)> AIL had accepted in rep ly that the accuracy of the reasons assigned for re-scheduling of 

flights might not be adequate. Considering the significant number of rescheduling in AIL 

and the lack of monitoring by the Company, there was an urgent need to ensure 

correctness of recorded data and suitable action thereon. 

MoCA in reply (06 September 2016) informed that steps had been taken to record correct 

rescheduling code to reduce 'Miscellaneous' (MISC) code and the delays would be reduced 

with the increased availabi lity of aircraft and crew. The reply of MoCA confirmed the audit 

contention about significant cases of recording of 'Miscellaneous' code as reason for 

rescheduling. However reply of MoCA was silent on the non-existence of mechanism to 

monitor/control rescheduling of its services. 

I 11.6 Market share of AIL vis-a-vis competitors 

The slots for domestic operations at domestic airports are di stributed to major domestic 

Airlines. The prominent players in the Indian Domestic sector are Air India, Jet Airways, 

Indigo. The market share (passenger market share) of the major domestic airlines for the 

period from 2010- 11 to 2015-16 are as given below:-

Table 11.7 Market share of passengers of AIL vis-a-vis competitors (in percent) 

Airlines 2010-2011 2011-12 2012-13 2013-14 2014-15 2015-16 

AIL 17. I 16.5 19.0 19.4 17.9 15.9 
Jet Airways 18.4 19.2 19.4 18.6 17.7 18.8 

Indigo 17.4 20.0 26.7 29.4 33.6 36.8 

It is seen from the above that the market share of both AIL and Jet airlines had gone down in 

the year 2014- 15 while that of Indigo had improved. The passenger market share of AIL 

decreased from 19.4 percent in 2013- 14 to 17.9 percent in 2014- 15 in the domestic sector. It 

further decreased to 15.9 percent in 20 15- 16. 

11.7 International passenger carriage of AIL vis-a-vis competitors 

Two Indian carriers, AIL and Jet Airways operate international fli ghts on a network mode. A 

comparison of passenger carriage data of Air Ind ia and Jet Airways during the period from 

2009-10 to 20 14-15 indicated steady growth of Jet Airways. 
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Table 11.8 Passenger carriage data of AIL vis-a-vis Jet Airways 

2010-11 2011-12 2012-13 2013-14 2014-15 

Air India 4901547 4891564 4902524 4499656 5050570 5536428 634881 12.95 

Jet 373 1947 4616790 5452828 5466421 5772868 6962388 3230441 86.56 
Airways 
Source: AIL 

The growth in passenger traffic for AIL was 3.04 percent as against 54.69 percent of Jet 
Airways during the period from 2009-10 to 201 3-14. The Gulf sector traditionally had been 
the most profitable sector for AIL. However, it is noticed that Jet Airways had emerged as a 
major player in this market too with a higher share than Air India. In Oman, where Indigo 
had commenced operations, it was observed that Indigo had overtaken Air India with its 
market share increasing significantly from 7.68 percent (20 11-12) to 19.78 percent (20 13-14) 
and to 20.94 percent (2015-16). 

AIL has stated (02 February 2016) that it has not been able to match the capacity induction 
rate of Indian and foreign carriers due to which capacity share of AIL had reduced, resulting 

in declining market share. Now with B-787 aircraft the market share of AIL had increased 
with combined market share (of AIL and Air India Express ex-India) being 16.85 percent. 

MoCA (06 September 2016) concurred with the views of management that AIL had not been 
able to match the capacity induction rate of other private airlines and hence their capacity 

share had decl ined. As such AILs capacity declined resulting in declining market share. 
Further for the international sector MoCA stated that most of the foreign carriers operating 
to/from India earned major share of their traffic to onward points from their hub airports. As 
such market share and capacity share on total market basis cannot be a realistic indicator for 
AILs competitive performance. 

The reply corroborated the fact that during 2013- 14 to 2014-15 the market share of AIL had 
reduced from 19.4 to 17.9 and further to 15.9 percent in 2015-16 and the passenger share had 
increased by only 3.04 percent compared to Jet airways passenger increase of 54.69 percent 

in 2013- 14. Moreover even during 2014-15 though there was an improvement in AIL 
passenger carriage to 12.95 percent, the increase in Jet airways was higher i.e. 86.56 percent. 

AIL was able to achieve its overall operational milestones of PLF and yield as envisaged in 
approved TAP. However, AIL was not able to achieve the targeted on time performance 
(OTP). OTP of AIL improved in 2012-14 over 2011- 12 and then declined sharply in 2014-15. 
In 2015-16, OTP improved to the level of2013-14. 

Audit analysis indicated that nearly 25 percent of delays in Delhi-Mumbai-Delhi sector and 
nearly half the delays in international sector (ex-Delhi and ex-Mumbai) in 2014-15 were 
within the control of the airline. Similarly in 2015-16, delays within the control of AIL were 
19 percent to 23 percent in Delhi-Mumbai-Delhi sector and nearly one third of total delays in 
International sector (ex-Delhi and ex-Mumbai). Audit noticed increase in partially 
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controllable delays both in domestic and International sector. These delays could have been 
avoided by better planning and co-ordination. Besides poor OTP performance, flights often 
had to be resched~led within a short window of three days owing to aircraft and crew related 
problems, which were within the control of AIL. 

The passenger market share of AIL in domestic market decreased from 19 .4 percent in 
2013-14 to 15.9 percent in 2015-16, while in international market the percentage of increase 
in ML market share was marginal at 12.95 percent as compared to increase in carriage of Jet 
Airways (86.56 percent) during 2014-15. 
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I Conclusion 

The Turnaround Plan (TAP) and Financial Restructuring Plan (FRP) for AIL had been 

approved by the Government in Apri l 2012 to improve the deteriorating financial position of 

the Company. The plan laid down operational milestones for its revival . During the period 

from 2012 to 2016, the operational revenues earned by the Company increased though not to 

the levels envisaged in the TAP-FRP. The costs have reduced particularly in 20 14-15 and 

2015-16 with the sharp fall in crude prices and transfer of staff to the two subsidiaries (MRO 

and GH). It was noticed that the airline had rationalised a number of international and 

domestic services and with reduction in variable costs, the variable costs had been recovered 

in 2015-16 in most routes (93 percent international and 80 percent domestic). Even as the 

efforts made by the Company are acknowledged, there were signifi cant concerns on its future 

financial status, aircraft availabi lity and deployment, HR policies, IT integration efforts 

which in tum had an impact on the overall operational performance of the airline. 

The FRP intended, inter alia, restructuring the accumulated working capital loans of ~22 157 

crore (as on 31 March 2011). It was assumed that with the implementation of TAP, additional 

revenue would be generated which coupled with rationalisation of costs, would limit the cash 

credit requirements of AIL at ~3645.87 crore in future. Audit however noticed that short term 

loans of the Company at ~14550.88 crore as on 31March 20 16, recorded an increase of 0.93 

percent in 20 15- 16, over the loan as on 31 March 20 15, primarily on account of lower 

revenue generation by the Company. The high volume of short term loans had largely eroded 

the benefits of the fi nancial restructuring carried out under FRP. 

AIL fai led to earn the targeted annual revenue of ~500 crore per annum from moneti sation of 

assets, with assets valued at ~64.06 crore only being monetised. This resulted in a resource 

gap of ~ 1935.94 crore during the period from 20 11 - 12 to 2015-16. Failure in monetisation 

was on account of selection of assets, monetisation of which was not feasible owing to non­

availability of title deeds or conditions imposed by the terms of lease. Efforts for 

monetisation during the period of audit were inadequate and met with little or no success. 

While reviewing the operations of AIL during the period from 2010-11 to 20 15-16, Audit 

noticed that the airline had over-provisioned wide body aircraft while it had an acute shortage 

of narrow body aircraft. Even though the Company was aware of the shortage and had 

initiated the process of leasing A-320 aircraft as early as July 2010, only fi ve aircraft could be 

inducted by 31 March 20 15 against the requirement of nineteen. Even the available fl eet 

could not be efficiently deployed. Audit noticed that aircraft remained grounded for 

prolonged periods due to non-avai lability of components, spares, serviceable engines which 

led to cannibalisation and more protracted grounding periods. While the aircraft remained 

grounded, the airline paid substantial amounts for their lease rent (for leased aircraft) or 
finance cost (for owned aircraft). Not only was the deployment of aircraft low, their 
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utilisation was also poor. The shortfall in achievement of ASKM targets given in TAP by 
narrow body aircraft ranged between 8 percent to 29 percent and that by wide body aircraft 
ranged between 0.29 percent to 43.74 percent during the period 2010-11 to 2014-15, which 
further increased to 35 percent in respect of narrow body and 30.88 percent in wide body 
during 2015-16. Poor utilisation of the limited fleet as compared to optimal utilisation 
envisaged in the TAP, resulted in the Company losing an opportunity to earn more revenue 
and contribution to fixed cost. 

At the strategic level, the Company did not implement the low cost carrier strategy 
envisioned in the TAP and failed to operationalise intended hubs at Mumbai and Chennai. 
Route restructuring was carried out with the objective of recovery of variable cost primarily 
as against the total cost. It was noticed that though the airline managed to recover its variable 
cost, there was considerable shortfall vis-a-vis total cost. This affected the profitability of 
operation. Besides, Audit noticed that projections made during the introduction of new routes 
often did not materialise further adding to the shortfall. Some corrective actions to improve 
route economics had been made recently, although delayed. In the meanwhile AIL lost 
significant market share. This was likely to adversely impact its turnaround efforts. 

In its day to day operations, the Company failed to rationalise staff costs and harmonise the 
HR policies of erstwhile IA and AI as recommended by the Justice Dharmadhikari 
Committee. The Company had excess standard force required for its operation as per its own 
estimation. Even then, the Company hired a large contingent of consultants, casual workers, 
temporary and outsourced employees which added to staff costs. The crew (cockpit and cabin 
crew) were also not optimally utilised leading to inefficiencies. The intended IT integration 
could not be achieved fully with two IT systems, the Central Planning and Control System 
(CPCS) and the Flight Management System (FMS) remaining partially complete even after 
five years. Hence the envisaged benefits could not be fully derived. Delays were also noticed 
in operationalising the MRO and GH subsidiaries. 

Though the Company was able to achieve its operational targets set in TAP with respect to 
PLF and yield, it failed to meet the on-time performance (OTP) targets. The OTP improved 
in 2013-14 to 78 percent from 2012-13, but declined sharply in 2014-15 to 72 percent, before 
improving to 78 percent in 2015-16. Audit analysis indicated that the percentage of delays 
caused due to factors partially controllable by AIL in case of domestic sector (Delhi and 
Mumbai airports) and international sector increased in 2015-16 as compared to 2014-15. 
Crew related and aircraft related problems emerged as the major contributing factors for low 
OTP. This resulted in significant re-scheduling and cancellation of flights which 
inconvenienced passengers and affected image of the airline. The cancellation of flights at 
Mumbai and Delhi airports, however, decreased in 2015-16 as compared to 2014-15. The 
rescheduling of flights increased to 17 .34 percent in 2015-16 as compared to 13.73 percent in 
previous year. The passenger market share of Air India also decreased from 17 .9 percent in 
2014-15 to 15.9 percent in 2015-16. 

While the Government had committed ~42182 crore of equity to the airline and ~22280 crore 
has been released by March 2016, it had also enhanced the bilateral entitlements of foreign 
carriers which restricted the competitive ability of AIL, particularly in the face of large scale 
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sixth degree traffic carried by the foreign carriers to and from India. AIL, on the other hand, 

fai led to utili se its fifth freedom rights and compete e ffecti vely. 

Audit also noticed that the quantum of equity committed by Gol needs to be adjusted in view 

of the reduced requirement of AIL, considering the premature repayment of Government 

guaranteed aircraft loan for fi ve B-777-200 LR aircraft by A IL out of the sales proceeds of 

these aircraft. As the actual intere t rates on non-converti ble debentures were lower than 

anticipated, the equity committed in thi s regard also needed to be adjusted. 

Recommendations 

(i) As a result of the considerable erosion of the benefits of financial restructuring due 
to high volume of short term loans of AIL, the value of which was nearly four times 
the cash credit limits laid down in the Turnaround Plan-Financial Restructuring 
Plan (TAP-FRP), the Company and the Ministry may need to reassess the 
requirement of fund envisaged in the Plan. 

(ii) Monetisation of assets which failed to take off in the four years ended 31 March 
2016 should be fast tracked. Efforts should be taken to ensure that assets identified 
for monetisation had proper title deeds and the lease agreements did not contain 
any limiting provision/conditions impacting their monetisation. 

(iii) Considering the acute shortage of narrow body aircraft faced by the Company, the 
process of leasing additional A-320 aircraft should be expedited. All efforts should 
be made to eliminate abnormal grounding of aircraft. Considering the significant 
expenditure of the airline on lease rent (for leased aircraft) and finance cost (for 
owned aircraft) for the period the aircraft were grounded, effective action should 
be taken for optimising the stock of spares, parts, components and serviceable 
engines required for repair and maintenance of the acquired fleet. Utilisation of 
aircraft, particularly the narrow body aircraft should also be improved to meet 
targets prescribed in TAP and contribute to higher revenues for the airline. 

(iv) The Company should focus on recovery of total cost of operation rather than 
variable cost alone for an effective turnaround for the airline. Rationalisation of 
routes should be continued. Concerted efforts should be made for maintaining and 
improving the market share of the airline, particularly on routes where the 
presence of AIL has been traditionally strong. 

(v) The recommendations of Justice Dharmadhikari Committee on harmonisation and 
rationalisation of staff costs should be implemented by AIL in letter and spirit. The 
excess manpower compared to the standard force fixed by the Company needed to 
be rationalised and the practice of hiring of temporary manpower should be 
reviewed. The crew should be optimally utilised and their availability should be 
aligned to the station of their operation to address crew shortages leading to poor 
On Time Performance (OTP), re-scheduling, cancellation of flights. AIL should also 
rationalise costs on Staff on Duty (SOD) travel, related allowances and hotel 
expenses in positioning the staff. 
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(vi) The IT application Central Planning and Control System (CPCS), should be fully 
implemented expeditiously. Efforts should be made for development and retention 
!>f trained manpower for operating these sophisticated IT systems. 

(vii) Systems should be put in place for better coordination of erew and more efficient 
maintenance of aircraft so that delays, re-scheduling and cancellation of flights· 
were minimised. 

: (viii) Since equity commitment of GoI is specific to identified purposes, equity releases of 
Government of India (GoI) should be adjusted to match the reduction of loans of 
AIL guaranteed by GoI and the lower interest liability on non-convertible 
debentures issued by AIL. 

(ix) Considering the significant equity funds committed by Gol to AIL, a decision 
regarding grant of additional bilateral rights to foreign carriers should take into 
consideration its impact on AIL, as recommended by the Public Accounts 
Committee of Parliament in its 93rtl report (2013-14). 

New Delhi 

Dated: 16 January 2017 

New Delhi 

Dated: 16 January 2017 

(H. PRADEEP RAO) 
Deputy Comptroller and Auditor General 

and Chairman, Audit Board 

Countersigned 
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Annexures 
Annexure 1 

(Referred to in Para 3.5) 

City Location Area Leased/ 
Owned 

Chennai Freehold land and Residential flats at 19.13 acres Owned 
Pala van than gal Village and IA Staff Housing 
Colony 

Chennai Freehold vacant no. 504, Annasalaiffeynampet, 63897 sqft Owned 
Chennai 

Delhi Airline House, J 13, Gurudwara Rakabganj 0.77 Acres Owned 
Road 

Delhi Baba Kharak Singh Marg, Connaught Place, 16,188 sqmtr Owned 
New Delhi 

Delhi Staff Quarter , Vasant Vihar, Delhi 30 Acre Owned 

Delhi Unit no. 264, 297, 310, 489, 63 1, 678, 684, 7 14, 1900 sqft each Owned 
Asiad Village Complex, New Delhi 

Hyderaba Freehold Land (CTE Complex) and Buildings in 20 Acres Owned 

d Central Training Establishment 

Mumbai Air India building, Nariman Point 449000 sqft Land 
lea ed/ 

Building 
Owned 

Mumbai Building at old airport, Kalina, Santacruz 23989 qmtr Owned 

Mumbai Office bui lding, NITC, Santacruz, Mumbai NA Owned 

Mumbai Land at CIDCO plot, Nerul NA Leased 

NCR, DLF, Qutab enclave, Phase-III, Gurgaon, 420 sqmtr Owned 
Gurgaon Haryana 
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Annexure 2 
(Referred to in Para 3.7) 

Achievement against TAP milestones as reported to Oversight Committee with audit remarks 

TAP milestones to be Status of Achievement of milestones by March 2015 (position 
achieved by March 2015 upto 2015-16 in related chapters) 

HUMAN RESOURCES 

Entitlement to productivity Though AIL reported to QC that PU ha been di scontinued wef I 51 

linked incentive (PU) to July 20 12, Audit noted that a significant component of PU 
cease until profit before taxes continued to be paid as 'adhoc pay'. Details are reported at para 
(PBT) is generated 8. IA 

YRS package to be worked AIL reported to the OC that YRS was dropped considering transfer 
out by the end of December of employees to subsidiary companie , projected retirement over 
2011 next fi ve years and owing to Ministry of Finance not acced ing to 

the Company's reque t for additional financial outl ay on this 
account. Implementation of YRS was an as umption of the TAP 
and its non-implementation may render the achievement of TAP 
targets diffi cult. (para 8. I B) 

HIVING OFF SUBSIDIARIES 

MRO and Ground Handling Though AIL reported to OC that MRQ and GH ub idiarie have 
(GH) to be hived off and been operationalised wef 0 I February 201 3, the MRQ sub idiary 
operationali ed by January was operationalised onl y wef January 20 15 and GH sub idiary wef 
2012 Apri l 2014. Details are reported at para 9. 1. 

IT INTEGRATION 

Implementation of all AIL ha reported to QC that IT system have been implemented. 
relevant IT sy terns for ticket During the course of the present audit, it was noticed that Central 
pricing and sale , network Planning and Contro l System as well as Flight Planning System 
planning, crew scheduling have onl y been partiall y implemented i reported at chapter 10 of 
and operational effi c iency by this report. 
December 2011 

FINANCIAL RESTRUCTURING 

Asset monetisation plan to be Ti ll March 20 l6, revenue of Rs. 64.06 crore was earned through 
prepared and the timelines moneti sation. There was thus a shortfall of ~I 935.94 crore over the 
and action for moneti sation th ree year period (2012- 13 to 2015-16). AIL has info rmed the OC 
should be initiated by that it has entered into a JV with NBCC to develop properti e and 
December 2011. ~500 crore moneti ze them. A detailed analysis of delay in monetisation i at 
was estimated to be earned para 3.5 of this report. 
annually through 
moneti sation over 20 12- 13 to 
202 1-22. 
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AIL has informed OC that its cash losses have been reduced by ~8 
crore from ~3014 crore in Apri l-December 20 13 to ~3006 in April ­
December 2014. The Company has also reported that its EBIDTA 
has turned to a positive ~166 crore (Apri l-December 2014) from a 
negative ~1 9 1 crore (April -December 2013). The assertions of the 
Company, may, however be seen in light of the fact that audit (both 
statutory auditors and CAO audit) have expressed qualified opinion 
on the accounts of AIL for all the three years (2012-13 to 2014-15) 
pointing out significant understatement of losses in the financial 
statements presented by the Company. The understatement of 
losses were ~1455 .8 crore (2012-1 3), ~2966.66 crore (20 13-14) and 
~ 1992.77 crore (20 14- 15). If these qual ifications (as expressed in 
the comments of the statutory auditors and CAO audit) are 
considered, the Company is yet to achieve a positive EBITDA as on 
March 2015. 

OPERATIONAL PERFORMANCE 

On time performance (OTP) 
to be improved from 71. 7 
percent (Oct 201 1) to 90 
percent within two years 

Passenger load factor (PLF) 
of 73 percent to be achieved 
by 2015 and 75 percent PLF 
to be achieved by 2020 

AIL has reported to OC that it has achieved an OTP of 71.9 
percent. The reasons for shortfall in OTP has been analysed and 
reported in para J 1.3.In 20 15- 16, OTP achieved was 78 percent. 

While A1L has achieved its overall PLF target overall , the target for 
international operations is yet to be achieved. As against the target 
of 73.3 percent, A1L could achieve 72.6 percent by March 2015. In 
2015-16, AIL achieved PLF of 74.5 percent. 

A network yield to be The actual achievement of yield as per target has been: 
achieved which is higher of 
the following: 

As envisaged in the FRP 

5 percent less than the 
network yield of market 
leader in the domestic and 
international market in FY 13 
3 percent less than the 
network yield of market 
leader in the domestic and 
international market starting 
FY 14 

AIRCRAFf UTILISATION 

Against a network target of 3.76, the actual achievement is 
4.32(2015-16-4.04 against 3.77) 
Against a domestic operations target of 4.39, the actual 
achievement is 5.92(2015-16 - 5.34 against 4.40) 
Against an international operations target of 3.36, the actual 
achievement is 3.68( 2015-16-3.52 against 3.38) 

As can be seen the yield has been achieved as per the FRP targets. 
In absence of data pertaining to market leader (domestic and 
international), Audit is unable to comment on the achievement of 
the other criteria laid down in the TAP. 

To achieve a fleet utilisation The achievement has been lower than the targets: 

(no. of fl ying hours) which is 

higher of the fo llowing: As 

envisaged in the FRP 3 

percent less than the fleet 

Ai rcraft 
type 

Target ( Hours) 

2014-15 I 2015-16 
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utilisation of market leader in A-319 12.25 12.25 10.34 9.75 
the domestic and 
international market in FY 13 A-320 12.25 12.25 9.57 9.22 

3 percent less than the fleet A-321 12.25 12.25 10.97 11.16 

utilisation of market leader in B-787 13.0 13.0 12.97 12.07 
the domestic and 

14.0 14.0 12.6 11.78 
international market starting 

B-777-
300ER 

FY14 
B-777- 15.0 15.0 2.04 6.89 
200LR 

Thus against the TAP target of 12.25 hours for narrow body aircraft, 
AIL could achieve 9.57-10.97 hours in 2014-15 and 9.22 to 11.16 in 
2015-16. Similarly, against a target of 13-15 hours for wide body 
aircraft, the Company could achieve 2.04-12.97 hours in 2014-15 
and 6.89-12.07 hours. In absence of data pertaining to market leader 
(domestic and international), Audit is unable to comment on the 
achievement of the other criteria laid down in the TAP. 

Source: Presentation to tenth OC meeting. 
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Annexure 3 

(Referred to in Para 5.4.3) 

Details of grounding of aircraft for more tha n six months 

Type Aircra Reason for grounding Duration of Total 
grounding Days 

Groundin 

Excess days 
of ft 

Fleet 

A319 VT-

A-
320 

SCV 

YT­

SCX 

VT­

SCO 

VT­

SCQ 

YT­

SCM 

YT­

SCD 

VT­

EPB 

g 

Due to removal of engines 

and other critical spare 

12 

2012 

March 789 

Check 4A+Pl+P2+P6+ 

P7 and engine removal 

to 09 May 

20 14 

14 November 441 

20 12 to 

28 January 

20 14 

Check-C and engine and 08 February 569 

spare parts removed from 20 J I to 29 

this aircraft August 20 12 

Check -A+2A+P check 17 August 364 

And engine and other spares 201 2 

removed for other aircraft to 15 August 

20 13 

Check-A+2A+4A+P2+P 12 24 August 419 

and engine and other spears 2014 

removed from th is aircraft. to 16 Oct 

2015 

A+P Checks and lea e return 14 Dec 20 10 196 

and engines and other to 

components 

cann ibalised 

were 201 1 

27June 

Check-4C+lB+6Y+12Y and 25 February 949 

engine removed and in tailed 2009 to 01 

in other aircraft Oct 2011 

grounding* 

586 

438 

544 

36 1 

4 16 

156 

909 

Due to non-availability of 26 July 2013 267 243 
serviceable engine and to 
cannibalisation of parts. 18 Apri l2014 
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VT- Check-SC+ 2B+6Y and 03 January 1411 1371 

EPF removal of engine and other 2011 to 13 

components and Board of Nov 2014 

Director approved in 

February 2014 operational. 

VT- Check-SC+ 2B+6Y and 04 April 2011 1440 1400 

EPJ removal of engine and other to 

components and Board of 13 March 

Director approved In 20 1S 

February 2014 for 

operational . 

VT- Check-3C+lB and engine 2S February 268 247 

ESE removal alongwith other 2013 to 19 

components. November 

201 3 

VT- 4C+2B and awaiting OS Jul 2014 to 327 306 
ESD corrosion repair and 27 May 201S 

components were 

cannibalised 

VT- SC and engine and other 12 Nov 2012 2S4 233 

EPG components were removed to 23 July 
for other aircraft 20 13 

VT- 3C+ LB+6Y+ l 2Y+20Y and 17 Sep 2014 227 206 
ESL awaiti ng corrosion repair and to 01 May 

engine and other component 20 1S 

were cannibalised 
VT-EPC DSG Extension + 4A 10 Apr 2015 to 196 193 

22 Oct 2015 

VT-EPF 4A 
07 Aug 2015 to 

218 215 

11 March 2016 

A- VT- 2A+6000+ 12000+ l 8M and 06 Feb 2012 218 214 

321 PPF engine, APU and other to 10 Sept 

critical spares were 20 12 
transferred to other aircraft 

VT- Check-4A and 14 February 321 296 

PPG cannibalization of various 20 14 to 31 
components/parts and non- December 
availability of engine. 20 14 

YT- Check-4A and engine 21August 261 2S7 
PPX remove this aircraft. 2012 to 08 
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May 2013 

VT- Check-2A and due to 22 August 186 161 

PPK removal of engine and other 2014 to 23 

components in this aircraft. February 

2015 

VT- Check-A and cannibalisation 13 September 216 212 

PPB of various 2011 to 15 

components/parts/engines. April 2012 

VT-
Structural 

15 February 2015 254 
247, 

PPD to 26 October 
repairs+4A+20mts+24mts lnsp 2015 

Source: Data received from All/Engineering 

* Excess grounding days deduced from Perfonnance repon/Tumaround timefued by Engineering department 
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Annexure 4 
(Referred to in Para 6. 1 and 6. 1.2) 

Bilateral entitlements where terms altered during 2010-11to2015-16 

SI Country Entitlements up to 2010-11 Revised entitlements Utilization 
No 

Year of Capacity Points of caJI Year Capacity Additio Total By AIL By By 
signing entitlements of entitlemen nal Points of Indian Indian 
MOU/ (per week in signi ts (per Points call carriers carriers 
ASA each ng week in of call (%) 

direction) MOU each 
/ASA direction) 

1 Oman 2007-08 11550 seats India: Muscat, 20 10- 11550 seats India:- India: (2) NA NA NA 

Salalah 11 (0) 

(2) 

Oman: Oman: Oman: (12) 
Thiru van an tha Goa and 

purarn, Kolkata 

Mumbai, 
(2) 

Chennai, 

Delhi, Koehl , 

Hyderabad, 

156 



Report No. 40 of 2016 

Lucknow, 
Jaipur, 
Bangalore and 
Calicut. (10) 

2012- Seats: India: India: (2) 6258 10212 88.42 % 

13 16016 (0) seats seats 

Limited for /week /week 

Oman: 104 
frequencies Oman: Oman 
(16016- Kolkata (11) 

pwed-W- dropped 

14-15) as point 
of call 

2015- Seats: 2678 NA NA 
16 21 ,147 seats/ 

week 

2 Dubai 2008-09 54200 seats India: Dubai 2011- India:- India: (1) -- -- --
(UAE) +2% 12 (0) 

(1) 

Dubai: 
Dubai: 

Dubai : (12) 
Mumbai, 

Ahmeda 
Delhi, 

bad and 
Chennai, 

Hyderab 
Kolkata, 

ad for 
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Kochi, 'Fly 
Hyderabad, Dubai ' 

Thiruvanantha operatio 
puram, ns 
Bangalore, 

Ahmedabad, 

Kozhikode. 

(10) 

2013- 59700 seats India: India: (1) 5615 42683 78.75 % 
14 w.e.f. (0) 

Summer 

2014 

63000 seats 

+ 2% 
(64260) 

w.e.f. 

Winter 
Dubai: Dubai: (13) 

2014-15 
Luckno 

w (1) 
and 65200 

+ 2% 

(66504) 

seats w.e.f. 

Summer 

2015 

3 Abu Up to 13330 seats India:- Abu 2009- India:- India (02) -- -- --
Dhabi, Al Ain 
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Dhabi 2010-11 (2) 10 Nil 

Abu Dhabi:- Abu Abu Dhabi: 
Mumbai, Dhabi: (11) 

Delhi, Kochi, Hyderab 

Thiruvanantha ad, 

puram, Bangalo 

Chennai, re and 

Calicut, Jaipur Ahineda 

and Kolkata bad 

(8) through 

NV by 

transferr 

ing 

balance 

unutilize 

d 

entitlem 

ents (3) 

2013- 50000 seats 1096 9208 69.08 % 

14 + 2% seats/w seats/wee 

(=51000) eek k 

4 Iran 10.06.80 23 frequency India: Tehran, 2010- 31 India: 2 India : (4) Nil Nil 0.00 

(ASA) per week Bandar-ab bas 11 frequency more 

Revised with any type (2) (12400) points 

ASA of aircraft with any (2) + 
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initialled with capacity type of 2 more 

and not aircraft points + 
MOU exceeding with Approva Iran : (6) 

signed B 7 4 7 aircraft Iran: Mumbai, capacity J was 
on 29-30 Delhi, Cochin not granted 
April and Amritsar exceeding to 

2008 (4) B747 designat 
Agreed aircraft ed 
minutes airlines 

dt. May of Iran 

2008 to 

operate 

on 
Mashha 

d-

Hyderab 

ad vv 

sector. 

(3) 

5 Egypt 2006-07 7 frequency India: Cairo, 2014- 14 India (3) Nil Nil 0.00 
with any type one additional 15 frequency 

of aircraft point of choice with any 
with capacity and a 3rd point type of 
not to be aircraft 
exceeding agreed.(3) with 

that of a B- capacity 

not 
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747/400. Egypt: exceeding Egypt: (3) 
Mumbai, Delhi that of a B-
and a 3rd point 747/400 
to be 
agreed.(3) 

6 France 35 frequency India: Paris, India: (4) -- -- --
Nice, Lyon and 
Epinal (4) 

France: Delhi, France: (6) 

Mumbai, 
Chennai, 

Kolkata, 
Bangalore and 
Hyderabad (6) 

2014- India: India: (4) 1342 NA NA 
15 Nil 

Seats/w 
eek 

France: France: 
Amritsar, (10) 
Ahmed a 
bad, 

Koc hi 
and Goa 
for the 
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purpose 
of 

domes ti 
c code 
share 

7 Italy 2005-06 24 Frequency India: Rome, India: (2) NA NA NA 
Milan (2) 

Italy: Mumbai, 
Italy: (3) Delhi, Kolkata 

(3) 

20 11 - 24 India: India: (4) NA NA NA 
12 Frequency Rome, 

Milan 
and 2 
other 
points to 
be 
specifie 

d later. 
(2) 

Italy: (4) 
Italy . . 
Mumbai 

' 
Delhi 

and 2 
other 
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points to 
be 
specifie 
d later. 
(2) 

8 Canada 2005-06 35 Frequency India: 2011- In addition India: (6) NA NA NA 

with an Toronto, 12 to the 
aircraft with Montreal, existing 

capacity up Edmonton, entitlement 
to B-747 Vancouver, s, six 

subject to Calgary, additional 
maximum 14 Ottawa (6) points to be 
services selected 
to/from any shall be 
single Canada: available to 
designated Delhi, the Canada: (6) 

point limited Mumbai, designated 

to 14000 Bangalore, airlines + 
seats Kolkata, both sides 

Chennai, agreed for 

Hyderabad a 

(6) separation 

of capacity 
for own 
aircraft 
services 

and code 
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share 

services as 

well as 

expansion 

of rights 

for all 

cargo 

services 

allowing 

unrestricted 

third, 

fourth and 

fifth 

freedom 

rights with 

no 

limitation 

on points in 

accordance 

with the 

discussion 
in the IMG 

as per 

Ministry's 

note. 

Approval 

of code 
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share 

services of 

Air Canada 

with 

Lufthansa 

German 

Airlines 

to/from 

Mumbai/D 

elbi via 

Munich. 

Code share 

between 

Air Canada 

and British 

Midland 

lntemation 

al on route 

London-

Amritsar. 

9 Singapore 2006-07 51.8 units + India: 201 l - India: India: (1) 5215 13356 48.25 % 
1650 seats to Singapore 12 Additional 

Chennai + 5 entitlement 

frequencies (1) s - increase 

to Kolkata + in services 

unlimited to to the 

18 Tourist Singapore: extent of 
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destinations Mumbai, 4.3 units Singapore: 
Chennai, between (25) 
Kolkata, Delhi, points in 
Bangalore, India and 
Hyderabad and Singapore. 
Coimbatore 
and 18 tourist Singapore: 

destinations Additional 
entitlement 

(7+18=25) s - 1.5 
weekly 
B747 units 

and 2.8 
weekly 

B747 units 
to Mumbai 
and 
Hyderabad 
respectively 

2013- Singapore: 2936 NA NA 
14 28700 

seats Seats/ 
week 
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India : 

29400seats 

2013- No change 

14 m 

entitlement 

s. MoU 

was 

amended 

by omitting 

the phrase 

"except the 
A380" 

10 Hong 2007-08 India: 4 India: 2011- Hong India: India: (1) 2394 877 1 60.65 % 

Kong services Hongkong 12 Kong: 7 (0) 

with any type additional 

of subsonic (1) frequency 

aircraft + to Kolkata, 

1250 seats Chennai Hong 

+ 27 and Kong: (6) 

frequencies Hyderabad 

with any type taken 

of aircraft of together 

a capacity w.e.f. 

not Summer 

exceeding 2012 and 
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that of a another 7 ' 

B747-400 additional 
(430 seats) frequency 
on separate taken 
routes together 

w.e.f. 
Winter 
2012. 
India:? 
additional 
frequency 
w.e.f. 
Summer 
2012 and 
another 7 
additional 
frequency 

I w.e.f. 
I ~ ' 

Winter i 

2012; 
w.e.f. 
Summer 
2012 
HK:17470 
India: 
17910; 
w.e.f. 
Winter 
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2012: 

HK: 20480, 
India: 
20920 

Hong Kong: Hong Kong: Hong -- -- --
4 frequency Delhi, Kong: 
with any type Mumbai, Hyderab 

of aircraft + Kolkata, ad (1) 

1250 seats Chennai and 

+ 27 Bangalore 

frequencies 
(5) with any type 

of aircraft of 
a capacity 

not 
exceeding 
that of a 
B747-400 

(430 seats) 
on separate 

routes. 

11 Iraq 1983 2 frequency India: 2010- 12 India: India: (4) NA Nil 0.00 
Baghdad, 11 frequency Al Najaf 
Basrah (2) + One 

more 
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point 

(2) 

Iraq: (4) 

Iraq: Iraq: 

Mumbai , Delhi Hyderab 

(2) ad + 
One 
more 
point (2) 

12 Bhutan 2008-09 Bhutan: 49 India: points 2012- Any India: (1) NA Nil 0.00 
services to in Bhutan 13 number of 
/from the services 
points (1) with any 
specified in type of 
Routes 1 to 4 aircraft of 
of section I capacity 
of Route 

Bhutan: Delhi 
not 

schedule exceeding Bhutan: 

with any type 
Mumbai 

that of B (25) 
Chennai, 

of aircraft 747-400 on 
not 

Kolkata, 
3rd /4th 

exceeding 
Hyderabad, 

freedom 
Bangalore, 

capacity of sectors 
200 

Bagdogra+ 18 
specified in 

Tourist 
their 

seats. Within destinations 
respective 
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these (7+18=25) route 

entitlements schedules. 

maximum 7 The 

frequency designated 

to/ from each airlines of 

point m Bhutan 

India. shall not 

exercise 
India: 9800 5th 
seats on freedom 
Route 1 + traffic 
unlimited rights on 
frequency on more than 
Route 2. 14 

frequency 

per week 

each 

to/from 

Bangkok. 

13 Slovenia 2003-04 ASA Nil 2011- Pending India: India: (1 ) NA NA NA 

Confidential 12 finali sation Ljubljan 

record of of the a 

discussion revised 

and the ASA, the 

Horizontal two 

Agreement delegations 

between Gol agreed on 
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and the four 
European clauses 
Commission relating to 
and the liberalisatio 
aeronautical n of all-
authorities of cargo Sloveni Slovenia: 
EU member services, a: New (1) 

states on co- Delhi 

8.4.2008 operative (2014-

marketing 15) 

arrangemen 
ts, routing 
flexibility 

and inter-

modal 
services 

which did 

not 

exist earlier 

14 Kazakhsta 2007-08 3 services India : Almaty 14 services India: India: (4) NA Nil 0.00 
n subject to (1) 2012- subject to Astana, 

maximum 13 capacity of Karagan 
600 seats B-747 (400 da, 

seats) not Shyrn.ke 
more than nt (3) 

7 

frequency 
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from one 
point- Kazakh Kazakhsta Kazakhstan: 23747 seats stan: n: (4) Delhi, Kolkata maximum Mumbai 

(2) Goa 
' 
(2) 

15 New 2005-06 7 services India - 2015- India : (1) NA NA NA 
Zealand per week Auckland; 16 

(2800 seats) 
Code share 
points: 
Auckland, 
Wellington, 

Christchurch, 
Qyeenstownan 
d Dunedin (5) 

New Zealand : 

Mumbai New 
Zealand : 

Code share 
points: (1) 

Mumbai, 
Kolkata, New 
Delhi , 
Hyderabad and 

Chennai.(5) 
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16 Sri Lanka - - - 2011- 112 1032 4504 10.05 
12 frequency 

and 

unlimited 

entitlement 

s to/from 

18 tourist 

destination 

s 

2013- ASA 
14 revi sed 

regarding 

inclusion 

of 

provision 

of code 

sharing 
with 

carriers of 

third 

countries. 

Source:-Data received from Mo CA 
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Annexure 5 

(Referred to in Para 6.1.1) 

Details of passenger traffic to/from lndfa carried by leading International airlines during April 2014 to 
March 2015 and April 2015 to March 2016 

Breakup of passenger traffic to/from India during April 2014 to Breakup of passenger traffic to/ from 
March2015 India during April 2015 to March 2016 

Region Name of Total 'Po in 5th 6th Percen Total 'Po in 5th 6th Perce 
foreign pass en Ito free do free do tage oj pass en t to free do free do ntage 
airline gers (in point' m m 6th gers point' m m of 6th 

/akh) passe passeng vasseng {reedo (in passe pass en pass en freedo 
carried ngers ers (in ers (in m car /akh) ngers gers gers m car 
from/to (in /akh) /akh) riage carrie (in (in (in riage 
India /akh) carried carried d /akh) /akh) /akh) 

carrie from/to rrom/ to from/I carrie carrie carrie 
d India India 0 d d d 

from/ India from! from! from/ 
to to to to 

India India India India 

A. Gulf Air Arabia G9 14.17 6.01 0.00 8. 16 57.59 15.65 6.11 0.00 9.54 60.96 
Region 

El Al LY 0.55 0.29 0.00 0.26 47.27 0.67 0.33 0.00 0.33 49.25 
Israel 

Airlines 

Emirates EK 47.29 17.99 0.00 29.3 61.96 54.10 18.0 0.00 36.03 66.60 
7 

Etihad EY 16.49 5.07 0.00 11.42 69.25 27.86 8.08 0.00 19.79 71.03 
Airways 

Fly Dubai FZ 2.88 0.9 0.00 1.98 68.75 4.77 1.39 0.00 3.38 70.86 

Gulf Air GF 7. 11 1.39 0.00 5.72 80.45 8.70 1.66 0.00 7.05 81.03 

Kuwait KU 4.28 1.14 0.00 3. 14 73.36 5.94 3.48 0.00 2.47 41.58 
Airways 

Oman Air WY 10.99 5.85 0.00 5.14 46.77 15.08 6.24 0.00 8.84 58.62 

Qatar QR 15.23 2.65 0.00 12.58 82.60 18.27 3.77 0.00 14.50 79.37 
Airways 

Royal RJ 0.32 0.06 0.00 0.26 81.25 -- -- -- -- --
Jordanian 
Airlines 
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Turkish TK 3.22 0.84 0.00 2.38 73.91 4.26 1.14 0.00 3.12 73.24 
Airlines 

Yemen IY 0.38 0.19 0.00 0.19 50.00 0.02 0.02 0.00 0.00 0.00 
Airways 

Total 122.91 42.38 0.00 80.53 65.52 155.33 50.2 0.00 105.04 67.62 
8 I 

B. Asia Air China CA 0.97 0.59 0.00 0.38 39.18 1.28 0.73 0.00 0.55 42.97 

Asiana oz 0.61 0.37 0.00 0.24 39.34 0.59 0.39 0.00 0.20 33.90 
Airlines 

Cathay ex 6.93 2.78 0.00 4.15 59.88 7.95 3.08 0.00 4.87 61.26 
Pacific 

China CI 0.47 0.09 0.21 0.17 36.17 0.40 0.07 0.15 0.18 45.00 
Airlines 

Hong KA 1.45 0.79 0.00 0.66 45.52 1.74 0.94 0.00 0.80 45.98 
Kong 

Dragon 

Korean KE 0.54 0.31 0.00 0.23 42.59 0.57 0.37 0.00 0.20 35.09 
Air 

Malaysia MH 9.4 3.48 0.00 5.92 62.98 8.86 3.66 0.00 5.20 58.69 
Airlines 

Mihin MJ 1.07 0.49 0.00 0.58 54.21 1.85 1.20 0.00 0.65 35.14 
Lanka 

Singapore SQ 13.21 6.16 0.00 7.05 53.37 14.99 6.25 0.00 8.74 58.31 
Airlines 

SriLankan UL 11.16 6.82 0.00 4.34 38.89 13.04 7.79 0.00 5.25 40.26 
Airlines 

Thai TG 10.34 7.23 0.00 3.11 30.08 13.30 8.53 0.00 4.77 35.86 
Airways 

Total 56.15 29.11 0.21 26.83 47.78 64.56 33.0 0.15 31.40 48.64 
2 I 

c. Air AF 3.05 1.22 1.83 60.00 3.79 1.47 0.00 2.32 61.21 
Europ France 

e 

Austrian OS 0.96 0.24 0.00 0.72 75.00 1.09 0.36 0.00 0.73 66.97 
Airlines 

British BA 9.25 3.52 0.00 5.73 61.95 10.00 4.43 0.00 5.57 55.70 
Airways 
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Finnair AY 0.73 0.18 0.00 0.55 75.34 0.94 0.36 0.00 0.58 61.70 

KLM KL 1.74 0.38 0.00 1.36 78. 16 1.81 0.47 0.00 1.33 73.48 

Lufthansa LH 9. 16 2.02 0.00 7.14 77.95 10.47 2.41 0.00 8.05 76.89 

Swiss LX 2.35 0.81 0.00 1.54 65.53 2.53 0.88 0.00 1.65 65.22 

Virgin vs 2.59 1.64 0.00 0.95 36.68 1.66 1.32 0.00 0.35 21.08 
Atlantic 

Total 29.83 JO.OJ 0.00 19.82 66.44 32.29 11.7 0.00 20.58 63.73 
1 

D. United VA 4.27 4.07 0.00 0.2 4.68 4.61 4.41 0.00 0.20 4.34 
North Airlines 
Americ 

a 

Total 5.98 5.6 0.00 0.27 4.52 4.61 4.41 0.00 0.20 4.34 

E.CIS Aeroflot SU 1.25 0.66 0.00 0.59 47.20 1.44 0.56 0.00 0.88 61.11 

Air Astana KC 0.53 0.33 0.00 0. 2 37.74 0.51 0.30 0.00 0.22 43.14 

Uzbekista HY 1.3 0.63 0.00 0.67 51.54 1.12 0.57 0.00 0.55 49.11 
nAirways 

Total 3.08 1.62 0.00 1.46 47.40 3.07 1.43 0.00 1.64 53.42 

Source:- Data received from AJLfrom managemefll. 
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Annexure 6 

Utilisation of seats capacity by AIL (Summer 2016) 

(Referred to in Para 6.1.3.2) 

SI. Country Summer - 2016 
No. Allocation of Traffic Utilization of Air India (AI) Air India 

Rights Traffic Rights Express (IX) 
(Actual) 

Air India Air Air Air India % Util ization % Utilization 
(AT) India India Express 

Expre s (Al) (IX) 

(IX) 

Seats Seat Seat Seats Seats Seats 

1 UAE-Abu Dhabi 1869 7030 854 6048 45.69 86.03 

2 UAE-Dubai 12612 11 532 8622 15687 68.36 136.03 

3 UAE-Sharjah 3780 6426 23 10 5 103 6 1.11 79.4 1 

4 Saudi Arabia 11663 3330 10793 1890 92.54 56.76 

5 Oman 2928 7045 3768 3969 128.69 56.34 

6 Qatar 0 4422 0 3402 Allocation not 76.93 
avai lable 

7 Kuwait 2968 111 6 1260 15 12 42.45 135.48 

8 Bahrain 101 5 5735 488 2646 48.08 46. 14 

9 Iran 0 1302 0 567 Allocation not 43.55 
available 

10 Iraq 725 0 0 0 Non utilised Allocation not 
available 

11 USA 8848 0 7896 0 89.24 Allocation not 
avai lable 

12 Canada 2394 0 0 0 Non uti lised Allocation not 
available 

13 UK 10038 0 8834 0 88.0 1 Allocation not 
available 

14 France 1792 0 1792 0 100.00 Allocation not 
available 

IS Germany 1792 0 1792 0 100.00 Allocation not 
available 

16 Italy/Spain 1792 0 1792 0 100.00 Allocation not 
available 

17 Russia 1792 0 540 0 30.13 Allocation not 
available 

18 China 1792 0 1280 0 7 1.43 Allocation not 
avai lable 

19 Japan 2434 0 1792 0 73.62 Allocation not 
available 

20 South Korea 1024 0 1024 0 100.00 Allocation not 
available 
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21 Hongkong 1792 0 1792 0 100.00 Allocation not 
avai lable 

22 Singapore 6 153 3885 5376 1323 87.37 34.05 

23 Thailand 40 11 707 3584 0 89.35 Non utilised 

24 Australia 1792 0 1792 0 100.00 Allocation not 
available 

25 Malaysia 3584 1295 0 756 Non utilised 58.38 

26 Kenya 1792 0 0 0 Non utilised Allocation not 

available 

27 Afghanistan 900 0 750 0 83.33 Allocation not 
avai lable 

28 Bangladesh 1015 2590 854 0 84. 14 Non utilised 

29 Maldives 2037 0 1708 0 83.85 Allocation not 

available 

30 Myanmar 8 16 0 600 0 73.53 Allocation not 

available 

31 Nepal 3430 0 2250 0 65.60 Allocation not 
available 

32 Sri Lanka 2548 2590 2548 0 100.00 Non utilised 

33 Austria 1792 0 1792 0 100.00 Allocation not 
avai lable 

34 Kazakistan/Uzbek 0 744 0 756 Allocation not 101.61 

is tan available 

35 UAE-AL Ain/Ras 0 744 0 756 Allocation not 101.61 

AL Khaimah avai lable 

Source:- Dara obtained from al/ocatio11 and wi/izatio11 traffic rights received f rom ma11ageme11t. 
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Annexure 7 

List of Level 3 International Airports where Air India operates 

(Referred to in Para 6.2.2) 

SI.No. Air India International Destinations 

1 Bangkok 

2 Colombo 

3 Dubai 

4 Frankfurt 

5 Hong Kong 

6 Jeddah 

7 London 

8 Melbourne 

9 Milan 

10 Newark 

11 New York 

12 Paris 

13 Rome 
14 Seoul 

15 Shanghai 

16 Singapore 

17 Sydney 

18 Tokyo 
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Annexure 8 

Utilisation of pilots of wide body aircraft 

(Referred to in Para 8.5.1 ) 

B-787 fleet 

Year % of Pilots Pilots Excess hours Un utilized Flying 
pilots flying flying pa id @ 1.5 hours of a llowance paid 
flying more less than times and 2 available pilots a t a higher rate 
less than 480 times of who have flown ( In ~ 

than 480 hours in normal flying less than 480 
480 hours in Six allowance hour in a 6 
hours Six Month month 

Month period 

period 

Jul-Dec-13 l00% 0 150 0 30102:37 0 

Jan-Jun-14 75% 46 139 12 16:10 22399: 14 6040901 

Jul-Dec-14 75% 58 170 1891 :58 22839:32 9050534 

Jan-Jun-15 8 1% 47 195 1980:24 23689:45 7728223 

Jul-Dec-15 74% 68 190 2498:58 249 13.48 10007175 

Total 32826833 

Source: Crew utilisation data recei1•ed from AIL 

B-777 fleet 

Year Number of pilots Number of pilots Average Average 
flying more than flying less than Un utilize utilized unutilized 
480 hours per 6 480 hours per 6 d hours flying hour flying hour 
month period month period per pilot per pilot 
(No. of pilots) (No. of pilots) (in hours) (in hours) 

Jul-Dec12 0 360 85734:03 241:51 238:09 

Jan-Jun13 2 39 1 76056:06 286:31 193:31 
Jul-Dec-13 0 367 73681:24 279: 14 200:46 

Jan-Jun- 0 360 857 14:26 241:54 238:05 
14 
Jul-Dec-14 0 335 74030:01 259:00 220:59 

Jan-Jun- 0 312 63545:53 276:19 203:40 
15 
Jul-Dec-15 2 281 36733:30 368:23 129:48 

Source: Crew 11tilisatio11 data recei1•edfrom A ll 
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Annexure 9 

Uutilisation of pilots of narrow body aircraft 

(Referred to in Para 8.5.1) 

Year Average Average Total Excess Total un- Total flying 
number of number of hours paid utilized hour allowance 
pilots flying pilots flying @ 1.5 times of available paid at a 
more than less than 72 and 2 times pilots who higher rate 
72 hours per hours per of normal have flown 

(in ~ 
month month flying less than 72 

(No. of (No. of allowance hours in a 

pilots) pilots) (in hours) month(in 
hours) 

2012-13 103 361 7356 60846 4.69 crore 
(July ' 12 -
Mar'13) 

2013-14 229 359 31363 81639 16.49 crore 

2014-15 193 386 27679 94385 15.30 crore 

2015-16 (Upto 211 353 16559 35212 9.13 crore 
December 
2015) 

Total 82597 272084 45.6lcrore 
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Annexure 10 

Analysis of Delhi-Mumbai Flights (domestic) 

(Referred to in Para 11.3.3) 
l 

Total Cancelled Operated Flight on Flights delayed %01P Air India Passenger Cargo and Aircraft & Technical Damage to EDP/Au tom Flight Weather Air'fraffic Airport and Reactionary Rectionary 93A Miscellane Tut al 
Departure 1lme (S'ID (SID+More Specific & Baggage Mail Ramp and Aircraft ated Operations (Delay Flow Government (Delay Code 91 to93M ous (Delay 

+IS min) than 15 min) (Delay (Delay (Delay Handling Aircraft (Delay F.quipment and Code-71 to Manageme Authorities to 96 exclude Code- 97 to 
Code-01 to Code 11 to Code 21 to (Delay F.quipment Code 51 to Failure (IT Crewing 80) nt (Delay Code- 93K) 99) 
10) 20) 30) Code 31 to (Delay S4) System (Delay Restriction 8S to 90) 

40) Code 41 to Failure) Codc-61 to s (Delay 
SO) (Delay 70) Code-81 to 

Code SS to 84) 
Flight no. 60\ 

AI0317 206 0 206 111 95 54 0 3 0 0 2 0 0 4 2 1 1 60 22 0 

Delay Reason backwar analysis (93) 1 0 0 0 1 0 0 3 1 0 2 4 9 1 

Total after adding 93 1 3 0 0 3 0 0 7 3 1 3 64 9 1 

AI0602 365 9 356 259 97 73 0 2 0 0 4 0 0 2 0 4 2 37 45 1 

Delav Reason backwar analvsis 1931 0 0 0 2 2 0 1 8 7 6 3 4 12 0 

Total after adding 93 0 2 0 2 6 0 1 10 7 10 5 41 12 1 

AI0624 365 15 350 198 153 57 0 0 0 1 6 2 0 0 1 8 1 23 111 0 

Del av Reason backwar analvsis (93) 0 1 0 2 15 0 2 7 3· 17 3 12 43 1 

Total after adding 93 0 1 0 3 21 2 2 7 9 25 4 35 43 1 

AI0659 365 5 360 226 134 63 0 1 0 0 4 0 0 6 1 3 0 25 94 0 

Delay Reason backwar analysis (93) 0 5 0 8 8 0 1 4 6 6 11 17 28 0 

Total after adding 93 0 6 0 8 12 0 1 10 7 9 11 42 28 0 

AI0805 365 35 330 247 83 75 1 1 0 0 2 0 0 2 2 2 0 24 49 0 

Delay Reason backwar analysis (93) 0 2 0 1 0 0 0 6 9 7 3 11 10 0 

Total after adding 93 1 3 0 1 2 0 0 8 11 9 3 35 10 0 

AI0810 366 105 261 159 102 61 0 3 0 1 3 0 1 4 1 2 1 10 76 0 

Delay Reason backwar analysis (93) 0 5 0 1 7 0 1 7 6 10 3 17 19 0 

Total after addinl! 93 0 8 0 2 10 0 2 11 7· 12 4 27 19 0 

AI0863 365 2 363 201 162 55 1 1 0 2 2 1 0 2 0 27 0 6 120 0 

Delay Reason backwar analysis (93) 0 2 0 3 6 0 1 5 9 31 17 11 35 0 

Total after adding 93 1 3 0 5 8 1 1 7 9 58 17 17 35 0 

AI0865 365 0 365 291 74 80 0 2 0 0 4 1 1 16 6 16 1 11 16 0 

Delay Reason backwar analysis (93) 0 4 0 0 3 0 1 1 1 1 2 0 3 0 

Total after adding 93 0 ·6 0 0 7 1 2 17 7 17 3 11 3 0 
Total before 
reactionary 2762 171 2591 1692 900 2 13 0 4 27 4 2 36 13 63 6 196 533 1 900 

Entirely Controllable 84 9% Beyond Control 87 10"/o Partially Controllable 22% 59% 

Delay reason backward ananlysis 1 19 0 17 42 0 7 41 47 78 44 76 159 2 533 

Entirely Controllable 24% Beyond Control 171 32% Partially Controllable 14% 30% 

Total After Addinl! 93K 3 32 0 21 69 4 9 77 60 141 so 272 159 3 

Entirely Controllable 211 23% Beyond Control 258 29% Partially Controllable 30"/o 18% 900 
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Annexure-lOA 

Analysis of Delhi-Mumbai Flights (domestic) 2015-16 

(Referred to in Para 11.3.3) 

Flight no. Tutal Cancelled Operated Flight on Flights %01P Air India Passenger Cargo and Aircraft & Tuchnical Damage to EDP/Au tom Flight Weather Air Traffic Airport Reactionar Rectionary Miscellane Total 
Departure lime (SID delayed (SID Spedfic &Baggage Mail Rump and Aircraft ated Operations (Delay Flow and y (Delay 93A to93M ODS (Delay 

+15mln) +More than· .(Delay (Delay (Delay Handling Aircraft (Delay Equipment and Code-71 to Manageme Govemme Code 91 to Code- 97 to 
15mln) Code-01 to Code 11 to Code 21 to (Delay Equipment Code 51 to Failure (IT Crewing 80) nt nt 96 exclude 99) 

10) 20) 30) Code 31 to (Delay 54) System (Delay Restriction Authoritie 93K) 
40) Code 41 to Failure) Code-61 to s (Delay s (Delay 

50) (Delay 70) Code-81 to Code-85 to 
Code 55 to 84) 90) 

60l 

AI0315 156 0 156 65 91 42 0 4 0 2 2 0 0 2 0 3 1 46 31 0 

Delay Reason backward analysis (93) 0 1 0 0 3 0 0 0 0 3 3 11 10 

Total after adding 93 0 5 0 2 5 0 0 2 0 6 4 57 10 0 

AI0317 209 0 209 84 125 40 0 8 0 0 2 0 0 0 0 4 0 72 39 

Delay Reason backwar analysis (93) 0 1 0 1 1 0 0 3 0 1 2 19 11 0 

Total after adding 93 0 9 0 1 3 0 0 3 0 5· 2 91 11 0 

Al0602 334 0 334 245 89 73 0 1 0 1 3 1 0 2 0 6 0 41 34 0 

Delav Reason backward analysis (93) 0 1 0 1 3 1 0 2 3 8 2 6 7 0 

Total after addine 93 0 2 0 2 6 2 0 4 3 14 2 47 7 0 

AI0624 334 14 320 218 102 68 0 0 0 0 3 0 0 4 0 10 1 21 63 0 

Delay Reason backward analysis (93) 0 1 0 4 9 1 0 3 1 8 5 12 18 1 

Total after adding 93 0 1 0 4 12 1 0 7 1 18 6 33 18 1 

AI0659 320 7 313 198 115 63 2 1 0 0 1 0 0 6 1 8 5 19 72 0 

Delay Reason backward analysis (93) 0 1 1 0 4 0 0 3 0 26 13 7 17 0 

Total after adding 93 2 2 1 0 5 0 0 9 1 34 18 26 17 0 

AI0805 355 8 347 251 96 72 0 1 0 1 7 0 0 4 0 3 1 43 36 0 

Delay Reason backward analysis (93) 0 0 0 1 5 0 0 4 4 6 4 5 7 0 

Total after adding 93 0 1 0 2 12 0 0 8 4 9 5 48 7 0 

AI0810 208 31 177 94 83 53 0 3 0 0 3 1 0 2 0 9 0 3 62 0 

Delav Reason backward analvsis 93) 0 3 0 3 3 0 0 3 3 16 4 8 19 0 

Total after addine 93 0 6 0 3 6 1 0 5 3 25 4 11 19 0 

AI0863 366 1 365 202 163 55 0 4 0 0 2 0 1 8 0 34 2 9 102 1 
-

Delay Reason backward analysis (93) 0 0 0 6 4 1 0 4 11 28 10 8 30 0 

Total after adding 93 0 4 0 6 6 1 1 12 11 62 12 17 30 1 
Total before 
reactionary 2282 61 2221 1357 864 2 22 0 4 23 2 1 28 1 77 10 254 439 1 864 

Entirely Controllable 80 9% Beyond Control 91 11% Partially ContralablE 29% 51% 

Delay Reason backward analysis (93 0 8 1 16 32 3 0 22 22 96 43 76 119 1 439 

Entirely Controllable 79 18% Beyond Control 165 38% Partially ContralablE 17% 27% 

Total After Adding 93K 2 30 1 20 55 5 1 50 23 173 53 330 119 2 864 

Entirely Controllable 159 18% Beyond Control 256 29% Partiallv ContralablE 38% 14% 864 
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Annexure 11 

Analysis of Mumbai- Delhi Flights 2014-15 

(Referred to in Para 11.3.3) 
Operated Eight on Eights delayed %01l' Air India Passenger Cargo and Aircraft & Technical Damage to IIDP/Autom Eight Weather Air 'Iraffic Airport Reactionar Reactionar Miscellane Total 

1lme (SID (SID+More than Specific &Baggage Mail Ramp and Aircraft ated Operations (Delay How and y (Delay y (Delay ous (Delay 
+15 min) 15min) (Delay (Delay (Delay Handling Aircraft (Delay Equipment and Code-71 to Manage me Governme Code 91 to Code 93) Code-97to 

Flight no. 
Code-01 to Code 11 to Code 21 to (Delay Equipment Code 51 to Failure Crewing 80) nt nt 96) 99) 
10) 20) 30) Code 31 to (Delay 54) (Delay (Delay Restriction Authoritie 

40) Code 41 to Code 55 to Code-61 to s (Delay s (Delay 
50) 60) 70) Code-81 to Code-85 to 

841 901 

AI0310 (20:00) 209 119 90 57 0 1 2 1 1 14 1 27 43 
Delay Reason backward analysis (93) 0 0 0 0 3 0 0 4 2 3 5 8 18 0 
Total after adding 93 0 1 0 0 5 1 1 18 2 3 6 35 18 0 

AI0314 (20:00) 155 89 66 58 0 3 4 1 1 14 2 14 27 
Delay Reason backward analysis (93) 0 1 0 2 2 ci 0 0 1 3 0 6 12 0 
Total after adding 93 0 4 0 6 3 0 1 14 1 3 2 20 12 0 

AI0605 (21:00) 225 127 98 56 0 1 0 1 1 1 0 6 0 14 0 13 61 0 
Delay Reason backward analysis (93) 0 2 0 2 4 0 3 3 7 8 3 10 19 0 
Total after adding 93 0 3 0 3 5 1 3 9 7 22 3 23 19 0 

Al0660 (17:00) 363 208 155 57 0 4 0 2 5 0 2 1 0 26 3 0 112 
Delay Reason backward analysis (93) 1 4 0 2 4 4 0 7 6 17 7 14 46 0 
Total after adding 93 1 8 0 4 9 4 2 8 6 43 10 14 46 0 

AI0677 (13:00) 361 280 81 78 0 1 0 0 8 0 0 11 0 2 0 13 46 

Delay Reason backward analysis (93) 0 0 0 2 1 0 0 5 8 0 0 1 29 0 

Total after adding 93 0 1 0 2 9 0 0 16 8 2 0 14 29 0 

AI0866 (09:00) 362 160 202 44 0 2 0 2 3 1 2 3 55 2 6 126 
Delay Reason backward analysis (93) 1 6 0 16 8 0 0 5 6 3 30 16 35 0 
Total after adding 93 1 8 0 18 11 0 1 7 9 58 32 22 35 0 

AI0888 (19:00) 322 174 148 52 0 4 0 1 0 0 0 .0 1 40 4 14 84 0 
Delay Reason backward analysis (93) 0 2 0 3 11 0 2 12 7 3 2 23 18 1 
Total after adding 93 0 6 0 4 11 0 2 12 8 43 6 37 18 1 

Total before , 
reactionarv 1997 1157 840 0 16 0 10 20 2 5 48 4 137 12 87 499 0 840 

Entirely Controllable ,99 12% Beyond Control 155 18% Partially Controllable 10% 59% 
Delay Reason backward analysis·(93) 2 15 0 27 33 4 5 36 37 37 47 78 177 1 499 

Entirely Controllable 118 24% Beyond Control 126 25% Partially Controllable · 16% 35% 
Total after adding 93 2 31 0 37 53 6 10 84 41 174 59 165 177 1 

Entirely Controllable 217 26% Beyond Control 281 33% Partially Controllable 20% 21% 840 
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Annexure llA 

Analysis of Mumbai-Delhi Flights 2015-16 

(Referred to in Para 11.3.3) 

Operated Flight on Flights delayed %011' Air India Passenger Cargo and Aircraft & Technical Damage to EDP/Au tom Flight Weather Air 'Iraffic Airport and Reactionar Reactionar Miscellane 
Time (SID (SID + More than Specific &Baggage Mail Ramp and Aircraft ated Operations (Delay Flow Government y (Delay y (Delay ous (Delay 
+15 min) 15min) (Delay (Delay (Delay Handling Aircraft (Delay F.quipment and Code·71 to Manageme Authorities Code 91 to Code 93) Code· 97 to 

Flight no. Code-01 to Code 11 to Code 21 to (Delay F.quipment Code 51 to Failure Crewing 80) nt (Delay Code- 96) 99) 
10) 20) 30) Code 31 to (Delay 54) (Delay (Delay Restriction 85 to 90) 

40) Code 41 to Code 55 to Code-61 to s (Delay 
50) 60) 70) Code-81 to 

84) 

AI0310 (20:00) 207 128 79 62 0 0 0 0 5 0 1 4 0 5 1 37 26 0 
Delay Reason backward analysis (93) 0 0 0 0 1 0 0 1 3 2 3 16 
Total after adding 93 0 0 0 0 6 0 1 5 0 8 3 40 16 0 

AI0314 (20:00) 155 89 66 57 0 0 0 2 4 0 0 7 0 3 2 26 22 o· 
Delay Reason backward analysis (93) 0 0 0 0 1 0 0 2 0 2 0 1 16 
Total after adding 93 0 0 0 2 5 0 0 9 0 5 2 27 16 0 

AI0605 (21:00) 230 76 154 33 0 0 0 2 5 0 0 1 0 11 0 15 120 o. 
Delay Reason backward analysis (93) 0 1 0 1 10 0 1 6 - 3 30 4 24 40 0 
Total after adding 93 0 1 0 3 15 0 1 7 3 41 4 39 40 0 

AI0660 (17:00) 361 228 133 63 0 0 0 3 5 0 0 5 0 17 6 7 90 0 
Delay Reason backward analysis (93) 0 0 1 4 3 1 1 6 7 27 1 9 30 
Total after adding 93 o. 0 1 7 8 1 1 11 7 44 7 16 30 0 

AI0677 (13:00) 343 240 103 70 0 1 0 5 11 0 0 5 0 11 3 17 50 0 
Delay Reason backward analysis (93) 0 2 0 1 11 0 1 4 3. 5 1 8 14 
Total after adding 93 0 3 0 6 22 0 1 9 3 16 4 25 14 0 

. AI0866 (09:00) 359 250 109 70 0 0 0 1 6 2 1 5 2 26 5 5 56 0 
Delay Reason backward analysis (93) 0 1 0 1 5 0 0 4 3 1 22 5 14 0 
Total after adding 93 0 1 0 2 11 2 1 9 5 27 27 10 14 0 

AI0888 (19:00) 354 251 103 71 0 0 0 3 3 0 0 9 0 20 7 31 30 0 
Delay Reason backward analysis (93) 0 0 0 0 8 1 0 0 1 2 0 3 15 
Total after adding 93 0 0 0 3 11 1 0 9 1 22 7 34 15 0 

Total Before 
rectionary 2009 1262 747 0 1 0 16 39 2 2 36 2 .93 24 138 394 0 747 

Entirley Controllable 94 13% Beyond Control 121 16% Partially Controllable 18% 53% 
Delay Reason backward analysis (93) 0 4 1 7 39 2 3 23 17 70 30 . 53 145 0 394 

Entirley Controllable 77 20% Beyond Control 119 30% Partially Controllable 13% 37% 
Total after adding 93K 0 5 1 23 78 4 5 59 19 163 54 191 145 0 

Entirley Controllable 171 23% Beyond Control 240 32% Partially Controllable 26% 19% 747 
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Annexure 12 

Analysis of Ex-Delhi International Flights 2014-15 

(Referred to in Para 11.3.4) 

Technical 

Aircraft and. Damage EDP/Automated Air Traffic 

Flights Air India Passenger Cargo &Ramp Aircraft to Equipment Flight Flow Airport and 

delayed Specific & Baggage and Mail Handling Equipme Aircraft Failure (IT Operations Weather Management Govt. Miscellanea 
Flight in (STD+ (Delay (Delay (Delay (Delay nt(Delay (Delay System Failure) and Crewing (Delay Restrictions Authorities Reactionary Reactionary us (Delay 

Flight Total Time (STD+15 More than Code-01 Code llto Code21 Code 31 Code 41 Code 51 (Delay Code 55 (Delay Code Code 71 (Delay Code (Delay Code (Delay code (Delay Code Code 97to 

No. Departure Cancelled Operated min) lSmin) %OTP tolO) 20) to30) to40) to SO) to54) to60) 61 to70) to80) 81to84) BS to 90) 9lto96) 93) 99) Total 

AIOOlO 338 13 325 158 167 49 0 7 0 0 0 0 1 31 1 3 4· 31 89 0 167 

Al0016 364 6 358 246 112 69 0 9 1 3 7 0 1 13 3 4 1 26 44 0 112 

AI0020 365 0 365 242 123 66 0 4 0 2 23 1 • 0 44 0 0 2 22 25 0 123 

AI0101 363 2 361 262 99 73 1 7 0 1 5 2 2 30 3 1 8 23 15 1 99 

AIOlll 365 0 365 266 99 73 0 11 0 2 12 1 0 27 0 4 8 29 4 1 99 

AI0113 252 3 249 133 116 53 0 8 0 4 4 0 2 45 0 1 6 18 27 1 116 

AI0114 251 2 249 115 134 46 0 11 0 5 7 0 0 34 2 3 3 34 35 2 136 

AI0121 365 0 365 240 125 66 1 10 0 6 16 0 1 44 0 3 6 24 13 1 125 

AI0123 295 1 294 170 124 58 0 5 0 1 11 1 0 68 0 3 4 25 5 1 124 

AI0127 365 2 363 . 284 79 78 0 6 0 1 9 4 1 24 0 0 11 15 7 1 79 

AI0143 365 0 365 234 131 64 0 5 0 4 14 0 0 52 2 1 10 37 6 0 131 

AI0215 365 4 361 230 131 64 0 12 0 5 2 1 1 38 0 5 17 26 22 2 131 

AI0302 356 0 356 174 182 48 0 9 0 4 19 0 2 93. 0 2 9 36 5 3 182 

AI0306 157 1 156 109 47 70 0 0 0 3 9 0 0 19 0 0 2 7 7 0 47 

Al0310 208 0 208 100 108 48 0 4 0 2 6 1 1 15 .1 2 1 47 27 1 108 

AI0314 156 0 156 87 69 56 0 0 0 1 5 0 0 12 0 0 1 35 15 0 69 

AI0332 365 0 365 272 93 75 0 6 0 10 6 0 1 26 0 1 14 15 13 1 93 

AJ0991 157 0 157 104 53 66 0 5 0 1 2 0 1 15 0 1 4 15 8 1 53 

AJ0995 365 1 364 212 152 58 0 10 0 2 14 0 1 48 2 0 22 31 22 0 152 

Total 5817 35 5782 3638 2144 2 129 1 57 171 11 15 678 14 34 133 496 389 16 2146 

Entirely Controllable 1053 49% Beyond Control 208 10% Partially Controllable 23% 18% 
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Annexure 12A 

Analysis of Ex-Delhi International Flights 2015-16 

(Referred to in Para 11.3.5) 

Hight No. Destination 11me Thtal Cancelled Operated Flight on High ts %01P Air India Passenger Cargo and Aircraft & 'Thchnlcal Damage to EDP/Autom Hight Weather Air'Iraffic Airport and Reactionar RCactlonar Miscellane 
Departure 11me (SID delayed Specific &Baggage Mall Ramp and Aircraft ated Operations (Delay How Government y (Delay y (Delay ous (Delay 

+15 min) (SID+ (Delay (Delay (Delay Handling Aircraft (Delay F.qulpment and Code-71 to Manageme Authorities Code 91 to Code 93) Code- 97 to 
More than Code-01 to Code 11 to Code 21 to (Delay Equipment Code 51 to Failure (IT Crewing 80) nt (Delay Code- 96 except 99) 
IS min) 10) 20) 30) Code 31 to (Delay 54) System (Delay Restriction 85 to 90) 93) 

40) Code 41 to Failure) Code-61 to s (Delay 
50) (Delay 70) Code-81 to 

Code 55 to 84) 
60l 

AIOOlO AMD 18:10 361 0 361 257 104 71 0 1 0 3 7 0 2 6 0 6 2 35 42 0 

AI0048 COK 18:05 366 0 366 251 115 69 1. 9 0 2 3 0 0 8 0 8 0 28 56 0 

AIOlOl JFK 1:45 366 0 366 270 96 74 0 21 0 3 7 0 1 11 1 2 13 18 19 0 

AIOlll LHR 14:05 366 0 366 290 76 79 0 8 0 7 7 0 4 12 1 1 4 28 3 1 

AI0113 BHX 13:35 366 0 366 262 104 72 0 13 0 3 9 0 1 14 0 2 5 18 39 0 

AI0114. ATQ 12:05 365 0 365 235 130 64 0 8 0 4 4 0 2 14 2 2 8 71 15 0 

AI0121 FRA 13:45 366 0 366 278 88 76 0 11 0 5 10 0 1 10 2 1 14 33 1 0 

AI0123 FCO 14:25 283 1 282 210 72 74 0 7 0 2 7 1 1 32 1 0 5 14 2 0 

AI0127 ORD 2:20 366 0 366 291 75 80 1 14 0 3 6 1 ' 2 10 1 0 16 13 7 1 

AI0142 MAA 12:35 363 6 357 232 125 65 0 7 1 7 7 0 0 11 0 19 4 31 38 0 

AI0143 CDG 13:15 366 0 366 249 117 68 0 8 0 1 8 0 2 10 1 1 8 73 5 0 

AI0155 DME 19:55 153 1 152 90 62 59 0 4 0 0 2 0 0 29 1 4 6 14 2 0 

AI0156 GOI 4:30 304 0 304 235 69 77 0 3 0 3 16 1 0 3 0 4 5 11 23 0 

AI0213 KTM 7:20 349 0 349 258 91 74 0 2 0 2 4 1 0 4 70 1 3 3 0 1 

AI0215 KTM 12:55 344 1 343 243 100 71 0 6 0 8 1 0 1 12 2 7 17 19 26 1 

AI0302 SYD 13:25 222 0 222 141 81 64 0 10 0 1 9 0 1 25 2 3 6 22 2 0 

AI0310 HKG 23:15 209 0 209 109 100 52 0 1 0 2 4 0 0 7 0 0 1 82 3 0 

A10314 HKG 23:15 157 0 157 69 88 44 0 3 0 0 5 0 0 2 0 0 2 70 6 0 

A10991 JED 16:50 157 1 156 104 52 67 0 4 0 1 2 0 0 4 0 0 5 36 0 0 

Total 5829 10 5819 4074 1745 2 140 1 57 118 4 18 224 84 61 124 619 289 4 

Entlrly Controllable 560 32% Bevond Control 2n 16% Partlallv Controllable 35% 17% 
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Annexure 13 

Analysis of International Ex-Mumbai Flight 2014:.15 

(Referred to in Para 11.3 .4) 

Before Reactionarv 

Technical EDP/Automat Flight 
Aircraft & and Damage ed Equipment Operations Air Traffic Airport and 

Flights Air India Passenger Cargo Ramp Aircraft to Failure (IT and Flow Govt. 
delayed Specific & Baggage and Mall Handling Equipme Aircraft System Crewing Weather Management Authorities 

Flight In (STD+More (Delay (Delay (Delay (Delay nt (Delay (Delay Failure) (Delay (Delay Restrictions (Delay Reactionary Reactionary Miscellaneous 
Total Time (STD+lS than lS Code-01 Code llto Code 21 Code 31 Code 41 Code 51 (Delay Code Code 61 to Code 71 (Delay Code Code 85to (Delay code (Delay Code (Delay Code 97 

Flight No. Deoarture Cancelled Ooerated minl min) %OTP to 10) 20) to30) to40) to SO) to54) SS to 60) 70) to 80) 81to 84) 901 91to96) 93) to 99) Total 
Al131 365 3 362 281 81 78 0 1 0 4 13 0 1 28 0 0 8 21 5 0 81 
Al191 363 5 358 241 117 67 0 13 0 13 15 1 1 13 2 0 19 27 13 0 117 
Al330 365 0 365 277 88 76 0 1 0 11 20 1 1 26 , 0 2 8 7 11 0 88 
Al342 364 2 362 263 99 73 1 7 0 12 16 0 0 21 

,. 
0 0 10 11 21 0 99 

Al931 208 1 207 130 77 63 0 4 0 3 7 1 1 9 0 3 8 36 s 0 77 
Al983 365 0 365 254 111 70 8 11 14 1 1 10 2 15 7 42 111 
Al985 364 0 364 158 206 43 3 9 5 48 7 2 17 11 103 1 206 
Total 2394 11 2383 1604 779 4 43 0 59 133 4 5 114 2 9 85 120 200 1 779 

1' ntlrelv Controllabl• 358 46% Bevond Control 97 12% Partlallv Controllable 15% 26% 
Al983 Before Reactionary 8 11 14 1 1 10 2 15 7 42 

Delay Reason backward analysis (93) o 0 o o 7 2 o 5 5 4 2 10 7 o 
Total after adding 93 0 8 0 11 21 3 1 15 5 6 17 17 7 0 

Al985 Before Reactionarv 3 9 5 48 7 2 17 11 103 1 
Delay Reason backward analysis (93) o 2 o 3 11 o o 1 6 14 2 10 54 o 
Total after adding 93 3 11 0 8 59 0 0 8 6 16 19 21 54 1 

After Reactlonarv Final 

Technical EDP/Automat Flight 

Aircraft and Damage ed Equipment Operations Air Traffic Airport and 
Flights Air India Passenger Cargo &Ramp Aircraft to Failure (IT and Flow Govt. 
delayed Specific & Baggage and Mall Handling Equlpme Aircraft System Crewing Weather Management Authorities 

Flight In (STD+ (Delay (Delay (Delay (Delay nt(Delay (Delay Failure) (Delay (Delay Restrictions (Delay Reactionary Reactionary Miscellaneous 
Total Time (STD+15 Mqrethan Code-01 Code llto Code 21 Code 31 Code 41 Code 51 (Delay Code · Code 61 to Code71 (Delay Code Code 85to (Delay code (Delay Code (Delay Code 97 

Flight No. Deoarture Cancelled Ooerated mlnl 15mln) %OTP to 10) 201 to30) to40) to50) to54) 55to 60) 70) to SO) 81to 84) 90) 91 to96) 93) to99) Total 
Al131 36S 3 362 281 81 78 o 1 o 4 13 0 1 28 0 0 8 21 5 0 81 
Al191 363 5 358 241 117 67 0 13 0 13 15 1 1 13 2 0 19 27 13 0 117 
Al330 365 0 365 277 'aa 76 0 1 0 11 20 1 1 26 0 2 8 7 11 0 88 
Al342 364 2 362 263 99 73 1 7 o 12 16 0 0 21 0 0 10 11 21 0 99 
Al931 208 1 207 130 77 63 o 4 o 3 7 1 1 9 0 3 8 36 5 o 77 
Al983 365 0 365 254 111 70 '0 8 0 11 21 3 1 15 5 6 17 17 7 0 111 
Al985 364 0 364 158 206 43 3 11 o 8 59 o 0 8 6 16 19 21 54 1 206 
Total 2394 11 2383 1604 779 67 4 45 0 62 151 6 5 120 13 27 89 140 116 1 779 

Entlrelv Controllabl• 387 50% Bevond Control 136 17% Partlallv Controllable 18% 15% 
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Annexure 13A 
Analysis of International Ex-Mumbai Flight 2015-16 

(Referred to in Para 11.3 .5) 

Before Reactionary (Referred to in Para 11.3.5 
Flight Sector TI mo Total Cancelled Operated Flight on Flights ·%01P Air India. Passenger Cargo and Aircraft & Technical Damage to EDP/Au tom Flight Weather Air'lraffic Airport and Reactlonar Reactionar Mlscellane 
No. Depnl"lure Time (S'ID delayed Specific ' & Baggage l\fail Ramp and Aircraft ntcd Operations (Delay Flow Government y (Delay y (Delay ous (Deloy 

+15mln) (SID+ (Delay Code- (Delay (Delay Handling Aircraft (Delay F.quipment and Code-71 to Managemen Authorities Code 91 to Code 93) Code- 97 to 
More than 01to10) Code 11 to Code 21 to (Delay F.quipment Code 51 to Failure (IT Crewing 80) t (Delay Code- 96 except 99) 
IS min) 20) 30) Code 31 to (Delay 54) System (Delay Restrictions 85 to 90) 93) 

40) Code 41 to Failure) Code-61 to (Delay Code 
50) {Delay 70) 81 to 84) 

Code 55 to 
60) 

AI0921 BOM-RUH 12:30 366 0 366 275 91 75 0 4 0 4 18 0 0 13 0 6 7 22 15 2 
AI0191 BOM-EWR 1:30 366 1 365 249 116 68 0 11 0 2 20 0 2 10 0 15 19 32 5 0 
AI0945 BOM-AUH 23:30 366 1 365 212 153 58 0 4 0 5 13 0 2 6 0 0 16 100 6 1 
AJ0342 BOM-SIN 0:01 367 1 366 279 87 76 0 1 0 4 22 0 0 9 0 1 13 28 9 0 
AI0931 BOM-JED 17:00 208 0 208 125 83 60 0 3 0 1 15 0 0 8 0 1 12 37 5 1 
AI0983 BOM-DXB 20:10 366 0 366 210 156 57 0 -.-. 4 0 5 19 1 0 12 0 8 24 12 71 0 
AJ0985 BOM-MCT 21:50 366 0 366 202 164 55 0 4 0 5 38 0 0 8 0 3 9 13' 84 0 
Total 2405 3 2402 1552 850 0 31 0 26 145 1 4 66 0 34 100 244 195 4 

Entirely Controllable 272 32% Beyond Control 139 16% Partially Controllable 29% 23% 

Al983 Before Reactionary 0 4 0 5 19 1 0 12 0 8 24 12 71 0 
Delay Reason backward analys 1 1 0 3 5 0 0 3 2 12 7 8 29 0 

Total after adding 93 1 5 0 8 24 1 0 15 2 20 31 20 29 0 

Al985 Before Reactionary 0 4 0 5 38 0 0 8 0 3 9 13 84 0 
Delay Reason backward analys 0 2 0 2 9 1 0 8 0 7 1 3 51 0 
Total after adding 93 0 6 0 7 47 1 0 16 0 10 10 16 51 0 

After Reactionar Final ' 
Flight Sector TI mo Total Cancelled Operated Flight on Flights %01P Air India Passenger Cargo and Aircraft & Technical Damage to l!DP/Autom Flight Weather Air Traffic Airport and Reactionar Reactionar Miscellane 
No. Departure 1ime (SID delayed Specific & Baggage Mall Ramp and Aircraft ated Operations (Delay Flow Government y (Delay y {Delay ous (Delay 

+15min) (SID+ (Delay Code· (Delay (Delay Handling Aircraft (Delay Equipment and Code-71 to Managemen Authorities Code 91 to Code 93) Code· 97 to 
More than 01to10) Code 11 to Code 21 to (Delay F.quipment Code 51 to Failure (IT Crewing 80) t (Delay Code· 96 except 99) 
15mln) 20) 30) Code 31 to (Delay 54) System (Delay Restrictions 85 to 90) 93) 

40) Code 41 to Failure) Codc-61 to (Delay Code 
50) (Delay 70) 81 to 84) 

Code 55 to 
60) 

AI0921 BOM-RUH 12:30 366 0 366 275 91 75 0 4 0 4 18 0 0 13 0 6 7 22 15 2 
AI0191 BOM-EWR 1:30 366 1 365 249 116 68 0 11 0 2 20 0 2 10 0 15 19 32 5 0 
AJ0945 BOM-AUH 23:30 366 1 365 212 153 58 0 4 0 5 13 0 2 6 0 0 16 100 6 1 
AJ0342 BOM-SIN 0:01 367 1 366 279 87 76 0 1 0 4 22 0 0 9 0 1 13 28 9 0 
AI0931 BOM-JED 17:00 208 0 208 125 83 60 0 3 0 1 15 0 0 8 0 1 12 37 5 1 
Al0983 BOM-DXB 20:10 366 0 366 210 156 57 1 5 0 8 24 1 0 15 2 20 31 20 29 0 

AI0985 BOM-MCT 21:50 366 0 366 202 164 55 0 6 0 7 47 1 0 16 0 10 10 16 51 0 

Total 2405 3 2402 1552 850 1 34 0 31 159 2 4 77 2 53 108 255 120 4 
Entirely Controllable 306 36% Beyond Control 169 20% Partially Controllable 30% 14% 
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1 A vaiJable Seat Kilometre Available seat kilometre (ASKM) is a measure 

of the passenger carrying capacity of an airline. 

It is defined as the number of seats available on 

an aircraft multiplied by the number of 

kilometres flown by it. 

2 Bilateral agreements 

3 Block hours 

4 Change of gauge 

5 Credit hold 

6 Dead Head Cost 

7 Freedoms 

l 81 Freedom 

The sovereignty of a country over the airspace 

above its territories 1s recognized by the 

International Civil Aviation Organisation 

(!CAO). Bilateral agreements are air service 

agreements signed between two countries which 

provide the legal framework for operation of air 

services between them. 

Total time from the moment aircraft first moves 

from loading point until it stops at unloading 

point; Flight hours - Time between take off and 

touchdown. 

In air transport, a change of gauge for a 

passenger or cargo flight is a change of aircraft 

while retaining the same flight number. The term 

1s borrowed from the rail transport practice 

of gauge change. 

If an account is put on credit hold , all 

subscriptions that belong to the account are also 

put on hold. Placing new Orders is blocked. If 
the account is re leased, all its Subscriptions are 

released. 

In case the crew 1s to be positioned or 

transshipped fo r flight operations, Staff on Duty 

(SOD) allowance @ 65 percent of the scheduled 

block hours is paid to them. Such Expenditure 
incurred for positioning the crew is considered as 

Dead Head Cost. 

The right to fl y over a foreign country without 

landing. 
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2nd Freedom The right to refuel or carry out maintenance in a 
foreign country without embarking or 
disembarking passengers or cargo. 

3rd Freedom The right to fly from one's own country to 
another. 

4th Freedom The right to fly from another cou_ntry to one's 
own. 

5th Freedom ' 
The right to fly between two foreign countries on 
a flight originating or ending 1Il one's own 
country. 

6th Freedom ' 
The right to fly from a foreign country to another 
while stopping in one's own country. 

7th Freedom The right to fly between two foreign countries 
while not offering flights to one's own country 

gthFreedom The right to fly inside a foreign country, 
continuing to one's own country. 

9th Freedom The ri"ght to fly inside a foreign country without 
\ continuing to one's own country. 

8 Hub and Spoke All traffic moves along spokes connected to the 
hub at the centre with very few direct flights 
between other destinations. 

9 Level of Airport 

Level 1 Airports where the capacity of the airport 
infrastructure is generally adequate to meet the 
demands of airport users at all times. 

Level 2 Airports where there is potential for congestion 
during some period of the days, week or season 
which can be resolved by schedule adjustments 
mutually agreed between the airlines and-
facilitator 

Level 3 Airports where capacity providers have not 
developed sufficient infrastructure or where 
governments have imposed conditions that make 
it impossible to meet demand. 

10 Rotable Exchange AIL had signed an agreement for support of 
removed unserviceable line replaceable units of 
787 aircraft wherein Boeing will exchange 
inventory for smooth operation of 787 aircraft. 
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11 Re_-despatch The contingency fuel from the 
.. 

to the on gm 
initial destination is essentially used to fly to the 
destination from the Re-despatch point (RP). 
Hence determination of the initial destination 

; and RP decides the quantum of benefit in terms 
of payload or fuel saving achieved for the flight. 

12 Yield Yield is revenue per passenger kilometre 

13 PLF Passenger , Load Factor is revenue passenger 
\ kilometers' flown as a percentage of seat 

kilometers' available. 

14 SESF Special Extra Section Flight 
t 
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List of Abbreviations 

SL No Abbreviations Description 

I AAI Airports Authority of India 

2 AC Air Canada 

A CARS Aircraft Communications Addressing and Reporting 

3 System 

4 AIATSL Air India Air Transport Service Ltd 

5 AIESL Air India Engemering Services Ltd 

6 I AIL Air India Limited 

7 AME'S Aircraft Ma intenance Engineers 

8 AOG Aircraft On Ground 

9 APU Auxiliary Power Unit 

10 ARMS Airlines Resource Management System 

11 ASG Aviation Specialist Group 

12 ASKM Available Seat Kilometers 

13 ATF Aviation Turbine Fuel 

14 AUD Australian Dollor 

l5 BG Bank Guarantee 

16 CA Civil Aviation 

17 I CALC I China Aircraft Leasing Company ------18 CCEA Cabinet Committee on Economic Affairs 

19 I ccs I Central Civil Services 

20 CMD Chairman & Managing Director 

21 CMS Crew Management System 

22 Cof A Certificate of Airworthiness 

23 cos Committee of Secretaries 

24 CPCS Central Planning & Control System 

25 CTC Co t to the Company 

26 DCS Departure Control System 

27 DGCA Directorate General of Civil Aviation 

28 DIAL Delhi International Airport Ltd 

29 DPE Department of Public Enterprises 

EADS European Aeronautic Defence and Space Company 

30 N.V. 

31 EASA European Aviation Safety Agency 

EBITDA Earning Before Interest, Taxes, Depreciation & 
32 Amortisation 

33 EFH Engine Flight Hour 

34 EGOM Empowered Group of Ministers 
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35 EOI Economic Opportunity Insti tute 

36 ERP Enterpri e Resource Planning 

37 FAA Federal Aviation Administration 

38 FCNR Foreign Currency Non-Resident 

39 FDI Foreign Direct lnvestment 

40 FMS 1 Flight Management System 

41 FRP Financial Restructuring Plan 

42 GOD Global Data Dictionary 

43 GE General Electric 

44 GF Guarantee Fee 

45 GH Ground Handling 

46 GHIAL GMR Hyderabad International Airport Limited 

47 GOI Government of India 

48 GOM Group of Ministers 

49 GOO Group of Officers 

50 GTA General Team of Agreement 

51 HCC Hub Control Center 

52 HCI Hotel Corporation of India Ltd 

53 HR Human Resource 

54 IAL Indian Airlines Ltd 

55 IARC Implementation and Anomaly Rectification Committee 

56 IATA International Air Transport Association 

57 ICAO International Civil Aviation Organization 

58 ICPA Indian Commercial Pilot As ociation 

59 IFE In Flight Entertai nment 

60 IFS ln Flight Service 

61 IOCC Integrated Operation Control Centre 

62 IP Initial Provision 

63 ISS lndian Shuttle Service 

64 IT Information Technology 

65 JDC Justice Dharmadhikari Committee 

66 JEOC Jet Engine Overhaul Complex 

67 JFK New York 

68 NC Joint Venture Company 

69 L&DO Land & Development Office 

70 LCC Low Cost Carrier 

71 LO liquidated Damages 

72 LHR London 

73 LTC Leave Travel Concession 

74 LTL Long Term Loan 

75 LX Swiss AIR 

196 



Report No. 40 of 2016 

76 MADC Maharashtra Airport Development Corporation 

77 MCLR Medium capacity Long Range 

78 MIAL Mumbai International Airport Limited 

79 MM Movement Manager 

80 MMD Material Management Department 

81 MoCA Ministry of Civil Aviation 

82 MOF Ministry Of Finance 

83 MOU Memorandum Of Understanding 

84 MOUD Ministry of Urban Development 

85 MRA Master Restructuring Agreement 

86 MRO Maintenance, Repair and Overhaul 

87 MTOW Maximum Take Off weight 

88 NACIL National Aviation Company of India Limited 

89 NCD Non-convertible Debentures 

90 NOC No Objection Certificate 

91 O&D Origin and Destination 

92 oc Oversight Committee 

93 occ Operations Control Centre 

94 OMC Oil Marketing Companies 

95 OTP On Time Performance 

96 PAC Public Accounts Committee 

97 PAX. IS Passenger Intelligence Services 

98 PDEW Per Day Each Way 

99 PIC Pilot in Command 

100 PLF Passenger Load Factor 

101 PU Producti vity Linked Incentive 

102 PMC Project Management Consultant 

103 PMO Prime Minister Office 

104 PMS Passenger Market Share 

105 PSS Passenger Service System 

106 RBP Revised Basic Pay 

107 PRS Passenger Reservation System 

108 RPKMS Revenue Passenger Kilometers 

109 RSPL Recommended Spares Provisioning LIST 

110 RT Return Trip 

111 SBI State Bank Of India 

112 SB ICAP SBI Capital Markets Limited 

113 SBU Strategic Business Unit 

114 SEZ Special Economic Zones 

11 5 SITA Society for Information Technology Agency 

116 SLB Sale & Lease Back 

117 SME Subject Maner Experts 
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118 SOD Staff on Duty Allowance 

119 STL Short Tenn Loans 

120 TAP Turn Around Plan 

121 UAE Dubai (United Arab Emirates) 

122 YRS Voluntary Retirement Scheme 

123 WC Working Capital 
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