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The strategy implemented by Alitalia after the September 11th crisis, both in terms of strategic 
positioning and business model, allowed the Company to achieve the financial and 
operational targets for 2002.

Ø The business model has now been rationalized thanks to the full achievement of the non-core 
activity disposal program

- Sale of Sigma, Italiatour, Eurofly and real estate properties generated total proceeds for approx. EUR 300 million

Ø The financial structure and cash position have been strongly enhanced

- D/E ratio from 1,2 in December 2001 to 0,8 in June 2003 

Ø The long-haul fleet renewal and rationalization program has been accomplished as planned

- 9 new B777 are now flying our long haul network

Ø All the actions identified to face the 2002 crisis were carried forward

- Cost reduction initiatives (55 projects) as well as Group workforce reduction (approximately 900 early 
retirements and further 900 units from disposals) have been achieved

Ø 2002 operational and bottom line results were better than planned

The airline industry scenario of 2003 needed to be addressed with further actions 

Introduction
Industrial Plan enhancement

The 2004-2006 Industrial Plan we are presenting today further enhance the Company 
strategy in order to give an appropriate response to the 2003 scenario that resulted to be 
worse than expected. 
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Introduction
Year 2003 results strongly affected by revenues  
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Company driven 

CASK improvement 

Market driven RASK decrease 

-9%

-4%

Recovery in profitability trend started in 2002 was deeply impacted by 2003 worse than 
expected scenario. 

Alitalia expected a full demand 
recovery (in terms of both traffic 
and yield) by the end of 2003 which 
didn’t take place (Iraq war & SARS)

2003 Planned cost reduction 
initiatives resulted to be 
insufficient to face the worse than 
expected scenario 
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n Improve labor productivity
n Identify and eliminate 

redundancies and non 
value added costs

n Reduce commercial and 
distribution costs

n Improve efficiency trough 
production process re-
engineering 

n Increase organization 
flexibility through 
outsourcing projects in 
order do reduce fixed cost 
base

n Dispose excess grounded 
aircraft

n Consolidate Alitalia 
leadership positions in 
FCO, MXP and LIN

n Fleet development
n Commercial and 

distribution policy 
innovation 

n Focus on customers 
loyalty programs

n Further alliance 
development

RASK optimization and 
market share recovery

FLY TO WIN

CASK reduction

FUND THE FUTURE

n Improve operations

- On-time performance
- Baggage handling

- Denied Boarding
- Completion

n Re-position Magnifica 
class to top world 
standards

n Increase short-medium 
haul product performance

n Streamline airport 
operations to enhance 
customer experience

n Focus on the Alitalia 
brand in order to enhance 
Alitalia image

Product quality 
improvement 

OFFER THE 
BEST

n Involve the entire 
workforce in all the 
Company major projects  

n Assign very specific 
targets to Company’s 
management

n Introduction of a 
performance driven 
rewarding system 
across the Company 

Workforce involvement

WORK TOGETHER 
FOR SUCCESS

Alitalia Strategy
Key areas to be addressed

CORE BUSINESS 
RECOVERY OF COMPETITIVENESS

CORE BUSINESS 
RECOVERY OF COMPETITIVENESS

RECOVERY OF PROFITABILITY AND CREATION OF ECONOMIC VALUERECOVERY OF PROFITABILITY AND CREATION OF ECONOMIC VALUE
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STRATEGIC TARGETS

CORE BUSINESS 
RECOVERY OF 

COMPETITIVENESS

CORE BUSINESS 
RECOVERY OF 

COMPETITIVENESS

RECOVERY OF 
PROFITABILITY AND 

CREATION OF ECONOMIC 
VALUE

RECOVERY OF 
PROFITABILITY AND 

CREATION OF ECONOMIC 
VALUE

BUSINESS MODELBUSINESS MODEL

FOCUS ON CORE 
BUSINESS & OPERATIONS

FOCUS ON CORE 
BUSINESS & OPERATIONS

COST REDUCTION 
INITIATIVES & FINANCIALS

COST REDUCTION 
INITIATIVES & FINANCIALS

INDUSTRY SCENARIOINDUSTRY SCENARIO
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Traffic in
RPK’s

Yield

Turnover

Capacity in 
ASK’s

Unit costs

Operating 
costs

Operating 
result

Net income

Low flexibility

High CyclicityHistoric low ROCE

Overcapacity

Low Cost Carriers

“September 
11th” effects

Structural 
changes to 
revenues 

profile

Full Service 
Carriers business 

model need for 
change  

Industry Scenario
Airline sector structural changes to revenues profile

We confirm our view on an air transport industry which is structurally changing and very 
much effected by many drivers Full Service Carriers must cope with.
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Industry Scenario
Positive demand trends show industry recovery in terms of traffic
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IRAQ WAR & SARS HAD STRONG 
NEGATIVE EFFECT ON THE 

DEMAND

NOVEMBER 
FIGURES SHOW 

TRAFFIC 
IMPROVEMENT

While pressure on yields appears structural demand has been improving in last part of 2003.

2003 (first 47 weeks)  Alitalia vs AEA International performance

Source: AEA
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STRATEGIC TARGETS

CORE BUSINESS 
RECOVERY OF 

COMPETITIVENESS

CORE BUSINESS 
RECOVERY OF 

COMPETITIVENESS

RECOVERY OF 
PROFITABILITY AND 

CREATION OF ECONOMIC 
VALUE

RECOVERY OF 
PROFITABILITY AND 

CREATION OF ECONOMIC 
VALUE

New OrganizationNew Organization

Focus on core business 
and partnerships

Focus on core business 
and partnershipsBUSINESS MODELBUSINESS MODEL

Alliance with Air France and 
KLM

Alliance with Air France and 
KLM

Alitalia Business Model



9

Alitalia Business Model
New organization

CHIEF EXECUTIVE OFFICER

GENERAL COUNSELLOR 
GROUP MANAGEMENT 
COMMITTEE SUPPORT 

AND AUDITING

CORE BUSINESS 
COORDINATOR

CHIEF 
PRODUCTION 

OFFICER

ENGINEERING & 
MAINTENANCE

FLIGHT 
OPERATION 

MANAGEMENT

CORPORATE  FINANCE 
& STRATEGY GROUP FLIGHT SAFETY

CHIEF FINANCIAL 
OFFICER

HUMAN RESOURCES & 
INFORMATION SYSTEM

MANAGEMENT 
COMMITTEE

GENERAL DIRECTOR

MARKETING & 
NETWORK

SALES & 
DISTRIBUTION

CARGO & 
LOGISTIC

PRODUCTION 
INTEGRATION & 

DELIVERY

GROUND 
OPERATIONS 

SYSTEM & 
STRATEGY

ALITALIA 
AIRPORT

Organization was shaped in accordance to a more focused business model.

Strong attention given to delivering operations consistently.

coordinates 
Alitalia key 
businesses

in charge of 
operational 
efficiency
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CORE BUSINESS    
AIR PASSENGER 

TRANSPORT

Logistics & 
Cargo

Leisure & 
Diversified 
Business

Ground 
Handling

Administration
Information 
Technology

HR
Other Support 

Activities

Completely disposed

Alitalia Business Model
Business Model

Engineering 
& 

Maintenance

After completing the disposal program for non core activities, Alitalia will focus its 
future business model on the core business of air passenger transportation. 

Outsourcing and partnerships/JVs strategies with industrial partners for Cargo, 
Maintenance, and Handling operations will be pursued.

Engine Shop JV with LH Technik

Status

Closed

Cargo

Ongoing Tender

Ongoing negotiations for 
full JV with AF

OUTSOURCING

Real Estate
Headquarters

Status

Closed

Closed

Closed

Closed

2002-2003 TOTAL 
PROCEEDS

~ EUR 300 mln

Search for potential 
partners

Atitech
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Alitalia Business Model
Alliance with Air France and KLM

Current Phase End Game
Alitalia 

Privatization

Trilateral 
Contract

Bilateral contractBilateral contract

Bilateral contract

Alitalia has been granted the right to negotiate its entry in the AF-KLM Group
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STRATEGIC TARGETS

CORE BUSINESS 
RECOVERY OF 

COMPETITIVENESS

CORE BUSINESS 
RECOVERY OF 

COMPETITIVENESS

RECOVERY OF 
PROFITABILITY AND 

CREATION OF ECONOMIC 
VALUE

RECOVERY OF 
PROFITABILITY AND 

CREATION OF ECONOMIC 
VALUE

NetworkNetwork

FleetFleet

FOCUS ON CORE 
BUSINESS & OPERATIONS

FOCUS ON CORE 
BUSINESS & OPERATIONS

New Commercial & 
Distribution policy

New Commercial & 
Distribution policy

Focus on Core Business & Operations

OperationsOperations
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Focus on Core Business & Operations
Network Strategy

DOMESTIC

INTERNATIONAL

INTERCONTINENTAL

SCENARIO ACTIONSCRITICAL ISSUES

n Overcapacity

n Price pressure

n LCC entering

n LCC growth

n Aggressive FSC policies

n Alliances consolidation 
process

n Traffic recovery

n Market share and 
profitability erosion

n Product gap vs main 
competitors

n Risk of marginalization

Defend  leadership in main 
airports

Increase destinations and 
frequencies on major O&D 

from/to Fiumicino and 
Malpensa

Increase 
destinations/capacity to 
serve major  Italian O&D 

long haul markets

Alitalia has identified specific strategic actions to address each of its core business product.
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Focus on Core Business & Operations
Malpensa Hub designed to better catch natural flows over Italy

6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22

6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22

ARRIVALS

DEPARTURES

From/to West

From/to East

High density & North-South

East to West

Time

ARRIVALS

DEPARTURES

Time

Consistently with our “natural hubs for natural flows” strategy Malpensa waves have been 
modeled to better serve west-east markets.

West to East

West to East
West to East

East to West

East to West

TO BE

Illustrative
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INTERNATIONAL INTERCONTINENTAL INT + INC DOMESTIC TOTAL

ORIGINATING TRAFFIC* / TOTAL POPULATION

As of today the Italian market high air travel penetration is mainly due to the domestic intra-
Italy traffic (depressed yields by overcapacity combined with geographical shape of Italy). 

The international and intercontinental markets from Italy (on which the Plan growth is mainly 
focused) show higher growth opportunities with respect to other major European countries. 

Focus on Core Business & Operations
Italian Market Overview

*Alitalia estimate on 2003 MIDT bookings
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ASKs

YIELD

RASK

LOAD FACTOR

ASKs

RPKs

70

80

90

100

110

120

2001 2002 2003E 2004 2005 2006

8,8%

CAGR 03-06

0,8%

-2,2%

Total network capacity increases primarily driven by: 
§ Strong intercontinental growth
§ Frequency additions to large unserved/underserved Italian markets
§ Fleet reconfigurations

Significant load factor improvement due to: 
§ Demand recovery
§ New network
§ New commercial policy

Focus on Core Business & Operations
Total Network

2001 2002 2003 2004 2005 2006

PLAN 2004-06
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ASKs

YIELD

RASK

LOAD FACTOR

ASKs

RPKs

70

75,00

80,00

85,00

90,00

95,00

100,00

105,00

2001 2002 2003E 2004 2005 2006

+2,0%

+2,8%

Slight increase in capacity with a good improvement in revenues due to load factor increase 
mainly driven by fare restructuring and better capacity management. 

Forecasted yield decrease (CAGR -1,4%) to be more than offset by load factor generating a 
positive RASK performance (CAGR +2,8%).

CAGR 03-06

Focus on Core Business & Operations
Domestic Network

2001 2002 2003 2004 2005 2006

PLAN 2004-06
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ASKs

YIELD

RASK

LOAD FACTOR

ASKs

RPKs

70

75
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115

2001 2002 2003E 2004 2005 2006

Total international network grows at a 3,8% yearly rate mainly due to increased frequencies 
and new destinations within Europe. 

Increasing load factor caused by improved capacity management and positive market trends.

CAGR 03-06

3,2%

3,8%

Focus on Core Business & Operations
International Network

2001 2002 2003 2004 2005 2006

PLAN 2004-06



19

Focus on Core Business & Operations
New 2004 Short-Medium Haul routes

CPH

STO

LUX

BIO

MAN

MXP

VRN

FCO
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ASKs

YIELD

RATK

LOAD FACTOR

ASKs

RPKs

70

90

110

130

2001 2002 2003E 2004 2005 2006

Intercontinental capacity grows significantly throughout the plan period (CAGR +15,6%) due 
to new routes openings and higher frequencies to currently served destinations.

Improvements in product quality, new commercial policies, demand recovery and high yield 
gap fulfilment will drive a RASK recovery (CAGR +3,1%).

CAGR 03-06

15,6%

3,1%

Focus on Core Business & Operations
Intercontinental Network

2001 2002 2003 2004 2005 2006
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Focus on Core Business & Operations
New 2004 Long Haul routes

NYC

CCS

BOS

BOM

ACC

YYZ

NRT

GRU

EZE

ORD

MIA

LOS

KIX

DKR

New all year routes

New seasonal routes (from Rome FCO)

DEL*

WAS

MXP

*Traffic rights still pending

FCO

New AZ destinations
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Passenger Long Haul fleet  2002- 2006 (as of 31st December)
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Focus on Core Business & Operations
Fleet – Long Haul

2

Long haul fleet commonality to be fully achieved by 2004.

Long Haul A/C utilization to improve significantly in 2004 from approximately 14 hours a 
day to more than 15 hours a day.

MD11Combi will be converted into full freighters (MD11F)
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Alitalia regional fleet is to fulfill two strategic missions: scouting of secondary markets 
and frequency coverage.
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HIGH VOLUME 
MARKETS

HIGH VOLUME 
MARKETS

LOW VOLUME 
MARKETS

LOW VOLUME 
MARKETS

g 50-70 SEAT FLEET MIX TO 
DEVELOP SECONDARY 
MARKET TO BE SCOUTED

g AIRBUS FLEET TO FLY PEAK 
FREQUENCIES 

g 70 SEATER FLEET TO FLY 
OFF PEAK FREQUENCIES   

g TURBOPROP FLEET TO 
FEED THE MXP AND FCO 
HUBS 

g M80/M82 FLEET TO SERVE 
PRICE SENSITIVE AND 
LEISURE MARKETS 

I AREAI AREA II AREAII AREA

III AREAIII AREAIV AREAIV AREA

Short Medium Haul Fleet Positioning Matrix

g REVENUE PER ASK

g COST PER TRIP 

g BLOCK HOUR COST 

g COST PER TRIP / COST 
PER SEAT

g REVENUE PER ASK  

g AVERAGE FARE 

g COST PER SEAT

CRITICAL SUCCESSFUL 

FACTOR

CRITICAL SUCCESSFUL 

FACTOR
CRITICAL SUCCESSFUL 

FACTOR

CRITICAL SUCCESSFUL 

FACTOR

Focus on Core Business & Operations
Fleet – Medium Haul
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AIRBUS family MD80/82 family Regional* Total MH Fleet

Passenger Medium Haul fleet 2002-2006 (as 31st December)
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* ATR family and ERJ

Focus on Core Business & Operations
Fleet – Short  Medium Haul

Smaller and more efficient new aircraft (A319 and RJs) combined with new configurations on 
older fleet (MD80s) will provide Alitalia a fleet to serve at best Alitalia’s different short 

medium haul markets.   
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Focus on Core Business & Operations
Improvement in aircraft commercial configurations

Short  Medium Haul

Long Haul

Magnifica class seats 
improvements & 
standardization

By adjusting aircraft configurations to better serve its markets Alitalia will also reduce its 
CASK through a higher seat density.  

Higher density to better 
exploit higher volumes 

routes with lower costs per 
seat 

B767 New configuration 

MD80 New configuration 

MD82 New configuration 

Change from current 
configuration 

from 205* to 223 

from 131 to 141 

from 150 to 164 

+10 seats 

+14 seats 

+18 seats 

*Currently B767 Alitalia fleet configurations are: 205 (9 a/c), 208 (1 a/c) and 249 (3 a/c)  
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Main Strategic actions on cargo fleet 

n Phase out of Alitalia B747s

n Wet lease 2 B747-200F in 2004 only (bridge solution) 

n Conversion into full freighters A/C of 5 Alitalia MD11 
Combi:
- 3 units in 2004
- 2 units in 2005 (under evaluation)

Wet lease

Converted to All 
Cargo  

Focus on Core Business & Operations
Cargo

Cargo business will greatly benefit in terms of lower unit costs and less complexity through 
important changes to the Alitalia Cargo fleet to be achieved by 2005.  

Network strategy 

2002 2003 2004 2005 2006

TKO
TKT

+12,4%

CAGR 03-06

+13,1%
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Focus on Core Business & Operations
New Commercial and Distribution policy

INCREASE RASK
Fill 

High Yield gap

Reduction of 
commercial and 

distribution costs

n Alitalia’s low commercial presence 
in High Yield segment

n Sales highly focused on 
intermediated channels

n High incidence of commercial and 
distribution costs on total sales

Current constraints Targets 

REDUCE CATK

2004-2006 Plan Targets

Focus on direct 
channel

New commercial policy will allow Alitalia to achieve significant positive results in terms of 
higher revenues and lower costs.   
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Focus on Core Business & Operations
New Commercial and Distribution policy

Direct sales increase as well as lowering commissions will generate a significant positive 
effect on EBITDAR.

Commercial Costs 
2006

770 -110

-80
-40 540

Direct sales 
increase

Zero commission on 
domestic mkt

Zero commission on 
international mkt

Commercial Costs 
2006

Total Savings Euro 230 million

Implementation costs estimate: Euro 50 mln Euro

Effects on 
Operating Result: 
Euro 180 million

19,0% 13,3%

Commercial cost 
weight on 
revenues

91%

0% 2% 7%

Web

7%

9%

14%

Indirect

CCWeb

CTO

2003

2006

Commercial cost 
weight on 
revenues

CC

Indirect

70%

CTO

CC: Call Center 
CTO: City Ticket Offices
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Focus on Core Business  & Operations
Improvement in operational performance  “Back to Basics”

RELIABILITY

TARGETSISSUES

n Performing below AEA 
average in terms of On Time 
Performance (OTP)

n Low completion figures 

Become a first rank airline in 
Europe in terms of reliability 

Alitalia has identified specific strategic actions to significantly improve current operational 
performance.

“Alitalia to became a reliable 
Airline”

OTHER OPERATIONAL 
IMPROVEMENTS

n Baggage handling quality

n Denied Boarding policies

n Airport front-line operations

Improve greatly  the Alitalia 
passenger experience 
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Flight Personnel (Pilots)

n Low gross utilization levels
n High crew index (copilot/pilot ratio)
n Absenteeism effecting reserves
n Crew base in Milan Malpensa issue
n Current rules not fitting for full cargo schedule
n Temporary overstaffing generated by capacity cuts and 

aircraft types phase out 

Flight Personnel (Flight Attendants)

Current issues

Negotiation of new flight personnel contracts 

Focus on Core Business & Operations
Flight Operations

n Low gross utilization levels
n High absenteeism effecting reserves
n Scheduling complexity generated  by contract 

differences between pilots and flight attendants
n Crew base in Milan Malpensa issue

Flight Personnel productivity improvements combined with fleet better utilization will allow 
the Company to “grow for free”.
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n Development of global players

n Privatization of airport 
operators 

n Consolidation trend

n Increase in safety 
requirements and relevant 
costs

n Price pressure on carriers

n Low Cost Carrier business 
model

n Airport liberalization and 
softening of “barriers” for new 
comers

Focus on Core Business & Operations
Improvement in Ground Operations performance

n Risk of international downsizing 

n Low labor productivity

n Market share erosion after 
liberalization  

COMPETIVE SCENARIO TARGETSALITALIA 
CONSTRAINTS

n Business Repositioning

n Operations performance 
improvement 

n Enhance Flexibility

n Cost Reductions

Improving operational performance in Alitalia’s ground handling activities will be a key driver 
of the Company’s new positioning to its customers (OFFER THE BEST).    

Specific projects will be carried forward to achieve significant cost savings in the area.  
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Focus on Core Business & Operations
Engineering & Maintenance

Drivers

n Improvements in direct resources productivity through better 
scheduling

n Optimization of materials purchasing procedures 

n Rationalization of inventory management

n Reduction of working hours standard per single maintenance call,
(full alignment to MRO and aircraft manufacturer standards)

n Improvements in indirect resource productivity

n Specific project on industrial reengineering (special purpose 
project and partnerships)

Labor Organization

Processes

Special Projects

Maintain Service Level
(Quality&Safety standard)
Maintain Service Level

(Quality&Safety standard)

Improve efficiency levelImprove efficiency level

Targets

Maintenance new organization provides the airline a more efficient tool to reach its quality 
and productivity targets.  
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STRATEGIC TARGETS

CORE BUSINESS 
RECOVERY OF 

COMPETITIVENESS

CORE BUSINESS 
RECOVERY OF 

COMPETITIVENESS

RECOVERY OF 
PROFITABILITY AND 

CREATION OF ECONOMIC 
VALUE

RECOVERY OF 
PROFITABILITY AND 

CREATION OF ECONOMIC 
VALUE

Cost reduction initiativesCost reduction initiatives

Redundancy management & 
outsourcing projects

Redundancy management & 
outsourcing projects

COST REDUCTION 
INITIATIVES & 
FINANCIALS

COST REDUCTION 
INITIATIVES & 
FINANCIALS

Capital ExpendituresCapital Expenditures

Cost Reduction Initiatives & Financials

Profitability & Financial 
Targets

Profitability & Financial 
Targets

Appendix
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Cost Reduction Initiatives & Financials
2002-2003 Cost cutting promises fully achieved

2003 costs were in line with expectations but not sufficient to cope with the worse 
than expected scenario.

Cost Efficiency 
Projects

(cumulative vs 2001)

Labor Cost 
Reductions

(yearly savings vs
2001)

Announced Financial 
Benefits* 
2002-2003

120 Euro million by 
end of 2003

132 Euro million in 2002

102 Euro million in 2003

Achieved Financial 
Benefits*
2002-2003

110 Euro million implemented 
(Nov 2003 year-end estimate)

120 Euro million in 2002**

112 Euro million in 2003** 
(Nov 2003 year-end estimate)

*Impact on EBITDAR
**Including early retirements, disposals and transitional items (solidarity contracts and others)
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OFFER THE 
BEST

WORK TOGETHER 
FOR SUCCESS

Cost Reduction Initiatives & Financials
Cost reductions to fund revenue and market share improvements

FUND THE FUTUREFLY TO WIN

Plan improvements 
on the Costs side

Plan improvements 
on the Revenues side

In order to achieve profitability Alitalia will fund its network strategy with identified cost 
reduction initiatives.

EBITDAR IMPROVEMENT

Illustrative
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Impact of efficiency measures on 2006 EBITDAR (Euro/million)

Commercial 
costs 

reduction

CorporateFleet 
enhancing

Catering MROOther
core 

business

Ground
Operations

Flight 
operations

180

65

35

25

60

30
20

55
65

535

Other 
projects and 
outsourcing

Total impact

Cost Reduction Initiatives & Financials 
Cost reduction initiatives

Efficiency measures on commercial costs, MRO activity, Ground Operations as well as 
on Flight Operations will be the most important savings within the Plan accounting of 

more than 50% of total savings identified.         
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Evolution of Alitalia Group average workforce (2001 to 2006)

21.000*

18.500

20062003E

*Eurofly not included
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- 1.200

21.300

2002

22.500

2001

Early 
retirements, 
disposals & 

others

Cost Reduction Initiatives & Financials 
Redundancy management and outsourcing projects

Notwithstanding the significant capacity increase Alitalia average total workforce will 
significantly decrease from 2003 to 2006 due to redundancy and outsourcing projects.           

- 1.200 

- 300 

Redundancies

Retirements

Outsourcing

- 300 

Industrial Plan workforce evolution

-1.500

-2.500

Front line 
increase

Early 
retirements, 
disposals & 

others
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Cost Reduction Initiatives & Financials
New incentives programs linked to performance to the entire workforce

FLY TO WIN

A simple rewarding plan has been prepared to ensure the full involvement of Alitalia 
workforce in the Company turnaround.

WORK TOGETHER 
FOR SUCCESS

FUND THE FUTURE

Management

• Top executives

• Other executives

• Key People

All other 
Employees

OFFER THE BEST

Management incentives directly linked to EBITDAR 
(70%) and Arrival Punctuality 15’ (30%) 

performances on quarterly basis

All Employees incentives directly linked to Arrival 
Punctuality (15’) performances on a monthly basis  
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Alitalia Group CATK* evolution

**Eurofly not included

Cost Reduction Initiatives & Financials 
Unitary Costs

Unit costs will decrease by approximately 18% from 2003 to 2006 allowing Alitalia to 
adjust its cost structure to the structural drop in yields.

*Total operating costs  / Total ATK (pax+cargo) 

CAGR CATK –6%

92

87

82

2003E 2004 2005 2006

100**

-18%
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Cost Reduction Initiatives & Financials 
Capital Expenditure Program

The capital expenditure program shows yearly investments in the range of 350/400 
million Euro to complete the short-medium haul and regional fleet upgrade with new 70 

seats aircraft as well as to change configurations on some aircraft types.  
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Alitalia has a strong liquidity position to be able to face further industry 
developments/crisis. 

Cost Reduction Initiatives & Financials 
Details on Alitalia Balance Sheet

2.036

8

(833)

AS OF SEPT 2003

Overall Financial Position 
EUR 1.211 mln

ST Financial Position 
EUR (825) mln

51% 
Floating 

Rate

49% 
Fixed 
Rate

LT DEBT*
ST DEBT
CASH

Long Term Debt Details

0

50

100

150

200

250

300

2004 2005 2006

LT Debt Repayment Profile**LT Debt Split

180

250

150

**As of Dec 2003 estimate
*On balance sheet long term debt only 

Estimate on year-end 2003 Fleet Leases EUR / mln

Operating 
Leases

80

180100 -100

80

Financial 
Leases 

(K portion)

Capital gains &
Provisions on

a/c leases

Total 
Lease 

charges

Total 
Lease 

payments
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Alitalia EBITDAR target 15% to 17% and D/E target 0,6 to be achieved within Plan period 

Cost Reduction Initiatives & Financials 
Financial Targets

EBITDAR MARGIN

D*/E

AS OF SEPT ‘03 PLAN TARGET

1,1%

0,8

15% to 17%

approx 0,6**

*Only on balance sheet debt taken into account
** Assuming Convertible  bond (exp. 2007)  not converted

AS OF JUN ‘03



43



44

Appendix
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Note: Interest charges relating to financial leases are included in interest expenses (EUR 15 mln 3rd quarter 2003). To reconcile with Operating Result 
in Statutory Accounts: EBIT+leases interest charges ( -269-15 = -284 ); margins below EBIT level do not need reconciliation.

9M 20039M 2002* Change

Revenues 3.3013.687 -10%
Materials and Service Expenses (2.547) -6%
% of Revenues 73%69%

Labor Expenses (871)(851) +2%
% of Revenues 26%23%

EBITDAR 36289

EBITDA (15)220

EBIT (269)21

% of Revenues 1,1%7,8%

% of Revenues -0,4%6,0%

% of Revenues -8,1%0,6%

*2002 figures include Italiatour and Eurofly.

Appendix
2003 First 9 months result very much effected by negative first half year performance

Result Before Extraordinary Items & Taxes (365)(93)
% of Revenues -11,1%-2,5%

(2.394)


