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ITEM 1. BUSINESS

Sabre Holdings Corporation is a holding company incorporated in
Delaware on June 25, 1996. Pursuant to a reorganization consummated on July 2,

1996 (the "Reorganization"), the Company became the successor to the businesses
of The Sabre Group which were formerly operated as divisions or subsidiaries of
American Airlines, Inc. ("American") or AMR Corporation ("AMR"). Unless

otherwise indicated, references herein to the "Company" include Sabre Holdings
Corporation and its consolidated subsidiaries and, for any period prior to the
Reorganization, the business of AMR and American constituting The Sabre Group.
On October 17, 1996, the Company completed an initial public offering (the
"Offering") of 23,230,000 shares of its Class A common stock, par value $.01 per
share, constituting approximately 17.8% of the economic interest of the
Company's outstanding common equity. At December 31, 1999, AMR owned all
107,374,000 shares of the Company's Class B common stock, representing
approximately 82.7% of the economic interest and 98.0% of the combined wvoting
power of all classes of voting stock of the Company. On March 15, 2000, AMR
exchanged all of its 107,374,000 shares of the Company's Class B common stock
for an equal number of shares of the Company's Class A common stock and
distributed such shares to AMR shareholders as a stock dividend. The
distribution consisted of AMR's entire ownership interest in the Company.

The Company is the world leader in the marketing and distribution of
travel through its SABRE-REGISTERED TRADEMARK- (1) computer reservations system
("the SABRE system"). In addition, the Company is a leading provider of
outsourcing and software solutions to the travel and transportation industries.

TRAVEL MARKETING AND DISTRIBUTION
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The SABRE system and other global distribution systems are the
principal means of air travel distribution in the United States and a growing
means of air travel distribution internationally. Through the SABRE system,
travel agencies, corporate travel departments and individual consumers

("subscribers") can access information about and book reservations with airlines
and other providers of travel and travel-related products and services
("associates"). As of December 31, 2000, travel agencies with approximately

54,000 locations in over 100 countries on six continents subscribed to the SABRE
system. Subscribers are able to make reservations with approximately 420
airlines, 50 car rental companies and 230 hotel companies covering approximately
52,000 hotel properties worldwide.

During 2000, more airline bookings in North America were made through
the SABRE system than through any other global distribution system.
Approximately 67.4%, 60.8% and 57.4% of the Company's revenue in 2000, 1999 and
1998, respectively, was generated by the marketing and distribution of travel,
primarily through booking fees paid by associates.

THE SABRE-REGISTERED TRADEMARK- GLOBAL DISTRIBUTION SYSTEM

The SABRE system, like other global distribution systems, creates an
electronic marketplace where travel providers display information about their
products and warehouse and manage inventory. Subscribers —-- principally travel
agencies but also corporate travel departments and individual consumers (via
Travelocity.com-SM- and other online agencies that subscribe to SABRE) —-—
access information and purchase travel products and services using the SABRE
system. In 2000, over 990 associates displayed information about their products
and services through the SABRE system, and the Company estimates that more than
$75 billion of travel-related products and services were sold through the SABRE
system.

(1) Sabre, Direct Connect, Turbo Sabre, Sabre Business Travel Solutions,
Planet Sabre and Travelocity are registered marks, and Airmax, Airflite, Basic
Booking Request, eMergo, GetThere, Travelocity.com, Sabre Net Platform,
DirectAirline, DirectCorporate, and DirectMidMarket are trademarks and/or
service marks of an affiliate of Sabre Inc. All other names are trade names,
trademarks and/or service marks of their respective companies.
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In addition to providing information to subscribers about airlines and
other travel-related vendors, the SABRE system reports to the travel providers
transaction data about subscriber-generated reservations, allowing vendors to
better manage inventory and revenues. The SABRE system also allows travel agency
subscribers to print airline tickets, boarding passes and itineraries.
Additionally, the SABRE system provides subscribers with travel information on
matters such as currency, medical and visa requirements, weather and
sightseeing. By accessing the SABRE system, a subscriber can, from a single
source, obtain schedules, availability and pricing information from multiple
travel providers for complex travel itineraries.

ASSOCIATE PARTICIPATION

The Company derives its travel marketing and distribution revenues
primarily from booking fees paid by associates for reservations made through the
SABRE system for their products and services. In addition to airlines,
associates include car rental companies, hotel companies, railroads, tour
operators, ferry companies and cruise lines.
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Airlines and other associates can display, warehouse, manage and sell
their inventory in the SABRE system. The booking fee paid by an associate
depends upon several factors, including the associate's level of participation
in the SABRE system and the type of products or services provided by the
associate. Airlines are offered a wide range of participation levels. The
lowest level of participation for airlines, SABRE-REGISTERED TRADEMARK- BASIC
BOOKING REQUEST-SM- participation level, provides schedules and electronic
booking functionality only. Higher levels of participation for airlines, such
as SABRE-REGISTERED TRADEMARK- DIRECT CONNECT-REGISTERED TRADEMARK-
AVAILABILITY participation level, provide greater levels of communication with
the SABRE system, giving subscribers more detailed information and associates
improved inventory management. For an associate selecting one of the higher
levels of participation, the SABRE system provides subscribers with a direct
connection to the associate's internal reservation system, allowing the SABRE
system to provide real-time information and allowing the associate to optimize
revenue for each flight. Car rental companies and hotel operators are provided
with similar levels of participation from which to select. The Company also
provides associates, upon request, marketing data (in the form of anonymous,
aggregated data from which all personal information has been deleted) derived
from the SABRE system bookings for fees that vary depending on the amount and
type of information provided.

SUBSCRIBER ACCESS

Access to the SABRE system enables subscribers to electronically
locate, price, compare and purchase travel products and services provided by
associates. The Company tailors the interface and functionality of the SABRE
system to the needs of its different types of subscribers. Marketing is targeted
to travel agencies, travel suppliers, corporations and individual consumers.

TRAVEL AGENTS. The Company provides travel agents with the hardware,
software, technical support and other services needed to use the SABRE system,
in return for fees that typically vary inversely with the travel agency's
productivity, as measured by the number of bookings generated. Such fees are
payvable over the term of the travel agent's agreement with the Company,
generally five years in the United States and Latin America, three years in
Canada, and one year in Europe.

Because travel agencies have differing needs, the Company has modified
the SABRE system interface to meet the specific needs of different categories of
travel agents. Travel agents can choose interfaces that range from simple,
text-based systems to feature-laden graphical systems. For example, the Company
developed TURBO SABRE-REGISTERED TRADEMARK- software, an advanced point-of-sale
interface and application development tool that enables advanced functionality
such as customized screens, automated quality control, database integration, and
eliminates complex commands, reducing keystrokes and training requirements.

PLANET SABRE-REGISTERED TRADEMARK- software includes a graphical launch
pad, which enables the user to move to any function with one or two clicks of a
mouse; a customization feature, which allows travel agencies to tailor PLANET
SABRE software to meet their own specific needs; a tutorial; online help; a
place to store notes about clients, destinations or procedures; and a suggestion
system. PLANET SABRE software transforms the SABRE system from a complex
command-oriented system to an all-graphic interface with continued access to the
SABRE system and its capabilities.

SABRE NET PLATFORM-TM- is a low-cost, Internet browser based solution
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for smaller agencies or professional travel agents working from a remote
location. The software provides Sabre quality and reliability at less than half
the cost of other connectivity solutions, while at the same time, giving agents
the flexibility to stay connected virtually anywhere.

The Company provides online bookings solutions for travel agencies and
associate customers, including Web site development, business logic middleware,
and backend processing. The end consumer accesses the agency and
associate-specific Web sites via the Internet to locate, price, compare and
purchase travel products and services. Because functionality requirements differ
among customers, a suite of products has been developed to cater to specific
online needs. Travel agent and associate product offerings range from off the
shelf applications to fully customized solutions. License, consulting, and Web
hosting fees are recovered from the subscribers and vary with the level of
customization and volume generated by the site. The Company currently provides
Web hosting services for over 700 sites including the Travelocity.com Web site,
ten major airlines, including American, US Airways, Inc. ("US Airways") and
other associates and travel agencies.

The SABRE system interfaces are available in English, Spanish,
Portuguese, French, German, Italian and Japanese. In addition, the Company
offers travel agencies back-office accounting systems and further supports
travel agencies by offering a simplified method to develop and place their own
marketing presence on the World Wide Web.

TRAVEL SUPPLIERS AND CORPORATE ONLINE. Through its October 17, 2000
acquisition of GetThere, Inc. ("GetThere"), the Company significantly extended
its leadership in Web-based solutions for corporations and suppliers.

GetThere-TM- DIRECTAIRLINE-TM- is powering Web sites for 10 major
airlines including All Nippon Airways, America West, British Airways, TWA and
United Airlines. GetThere's system provides supplier Web sites with extensive
features for travel reservations, bonus mile programs, flight status alerts and
Internet specials. In 2000, GetThere also announced its first booking site for a
top lodging company - Hyatt.

Combining the former GetThere and Sabre Business Travel
Solutions—REGISTERED TRADEMARK- organizations, GetThere provides Web-based
travel booking systems designed for corporate travelers, travel arrangers and
travel managers. It is a comprehensive offering that enables travel planning and
reservations by corporate travelers, while providing control and decision
support to travel managers. GetThere DIRECTCORPORATE-TM- provides corporations
with tools to better manage travel costs, influence use of negotiated rates and
adherence to corporate travel policies, and obtain real-time information on all
aspects of travel. Through major agency and supplier partners, GetThere
DIRECTMIDMARKET-TM- is delivering sophisticated corporate travel features to
small and mid-sized companies that make up a significant percentage of business
travel expenditures.

The Company receives fees for transactions booked through GetThere and
also recognizes revenues for certain up-front fees, such as implementation,
franchise, and license fees over the term of the related contract.

CONSUMER ONLINE. The Company owns a significant interest in
Travelocity.com Inc. ("Travelocity.com"), a leading provider of online travel
services to consumers. Through the Travelocity.com Web site and certain
co-branded sites operated in conjunction with other Internet Web sites,
individual consumers can plan their travel, obtain destination information,
compare prices and make travel reservations online. This product is available
to individual consumers free of charge.

The Travelocity.com Web site 1s accessible through the Internet and
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computer online services. It features booking and purchase capability for
airline, car rental and hotel companies for which booking and purchase
capability is available in the SABRE system. Vacation and cruise packages are
available as well. The Travelocity.com Web site also offers access to a
database of destination information, articles from travel correspondents and
interactive maps. Travelocity.com has approximately 25 million members. During
2000, members booked approximately $2.5 billion in travel services through the
Travelocity.com Web site.

Travelocity.com has entered into co-branding agreements to provide access
to the Travelocity.com Web site on complementary Internet portals and other Web
sites. These agreements include arrangements for Travelocity.com to be the
exclusive booking service for Web sites operated by America Online, Inc.;
Yahoo!, Inc.; and Excite, Inc.

The Company receives booking fees and commissions from travel providers
for purchases of their travel products and services pursuant to reservations
made through the Travelocity.com Web site. In addition, the Company receives
advertising revenues from the delivery of advertising impressions on the
Travelocity.com Web site.

On March 7, 2000, the Company completed the merger of Travelocity.com
Inc., a newly created subsidiary of the Company and Preview Travel, Inc.
("Preview"), an independent publicly-traded company engaged in consumer direct
travel distribution over the Internet. Under the terms of the merger agreement,
shareholders of Preview received one share of Travelocity.com Inc. for each
share of Preview held, and Preview was merged into Travelocity.com Inc., the
surviving entity. Shares of Travelocity.com Inc. stock now trade under the
symbol "TVLY" on the NASDAQ National Market. In connection with the merger, the
Company contributed its Travelocity.com division and approximately $100 million
in cash to Travelocity.com LP, a Delaware limited partnership (the
"Partnership"). Immediately following the merger, Travelocity.com Inc.
contributed the assets and businesses obtained from the acquisition of Preview
to the Partnership. As a result of the merger, the Company owns an economic
interest of approximately 70% in the combined Travelocity businesses, composed
of an approximate 61% direct interest in the Partnership and an approximate 22%
interest in Travelocity.com Inc., which holds an approximate 39% interest in
the Partnership. The Partnership and the Company have entered into intercompany
agreements that provide for, among other things, continued access to the SABRE
system for content and reservations services, the provision of technology and
administrative resources, and the allocation of intellectual property rights.
The Company also agreed to a non-competition agreement under which it agrees
that it will not enter into the business of offering real time travel-related
reservations, services and content directly to consumers through a
travel-related Internet site for a period of two years.

INTERNATIONAL MARKETING

The Company is actively involved in marketing the SABRE system
internationally either directly or through joint venture or distributorship
arrangements. The Company's global marketing partners principally include
foreign airlines that have strong relationships with travel agents in such
airlines' primary markets and entities that operate smaller global distribution
systems or other travel-related network services.

In February 1998, the Company signed long-term agreements with ABACUS
International Holdings Ltd. which created a Singapore-based joint wventure
company to manage travel distribution in the Asia/Pacific region. The Company
owns 35% of the joint venture company, called ABACUS International Ltd., and
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provides it with transaction processing and product development services on the
SABRE system.

COMPETITION

Although distribution through traditional travel agents continues to be
the primary method of travel distribution, new channels of direct online
distribution to businesses and consumers are developing rapidly. The adoption of
these tools is currently quite low, but it is growing quickly. The Company
believes that its products and services offered through GetThere and
Travelocity.com are well positioned to effectively compete in these emerging
distribution channels.

The global market to attract and retain agency subscribers is intensely
competitive. Factors affecting competitive success of global distribution
systems include depth and breadth of information, ease of use, reliability,
service and incentives to travel agents and range of products available to
travel providers, travel agents and consumers. The Company competes in travel
marketing and distribution primarily against other large and well-established
global distribution systems. The Company's principal competitors in marketing to
travel agents include Amadeus, Galileo and Worldspan. Each of these competitors
offers many products and services substantially similar to those of the Company.

The Company potentially faces many new competitors as new travel
distribution channels develop, including new Internet based
business-to-business ("B2B") and business-to-consumer ("B2C") channels. Of
course, these new players will have to face a number of challenges, including:
significant capital investment, development or acquisition of hardware and
software systems with global scales and reach, and ability to connect to
disparate travel suppliers' and travel agents' systems. Many of these
channels will continue to require services from a global distribution system
such as the SABRE system. The Company has and will continue to offer
transaction processing and other services to parties that compete directly
with the Travelocity.com Web site and GetThere as such parties require access
to the Company's offerings. For example, the Company provides transaction
processing services to Cheap Tickets and Lowestfare.com although such
companies compete against the Travelocity.com Web site. For the provision of
these services, the Company receives booking fees for bookings made through
these and other travel-related Web sites.

The Company markets the SABRE system to corporations through GetThere.
The market for Internet-based travel procurement and supply services is new,
highly competitive and rapidly evolving. The Company's main competitors in the
B2B channel in marketing to corporations include providers of online travel
products and services, such as Amadeus Global Travel Distribution SA; Oracle's
E-Travel and Datalex PLC; and online providers of indirect goods and services
including Ariba and Commerce One.

The Company offers its B2C channel primarily through the
Travelocity.com Web site. The main competitors of the Travelocity.com Web
site in marketing to consumers include Expedia (owned primarily by Microsoft
Corporation) and Priceline.com. Increasingly, many travel suppliers are
developing their own Web sites, some of which offer an array of products and
services, that directly target consumers. Various major airlines have
recently announced their intention to launch Internet Web sites in the United
States, Europe and Asia to provide booking services for airline travel, hotel



Edgar Filing: SABRE HOLDINGS CORP - Form 10-K

accommodations and other travel services offered by multiple vendors. Several
hotels have announced plans for similar multi-vendor Web sites. Certain of
these sites appear to have the intention to make certain discounted fares and
prices available exclusively on their proprietary or multi-vendor Web sites.
To that end, the multi-airline owned Web site in the U.S., named "Orbitz,"
has included "most favored distributor" and exclusivity provisions in its
airline participation contracts. Similarly, the multi-airline owned Web site
in Europe has signaled that its airline participation contracts will contain
"most favored distributor" provisions. Orbitz is currently being investigated
by the U.S. Department of Transportation (the "DOT") and the U.S. Department
of Justice (the "DOJ"). The DOT is also conducting a rulemaking proceeding in
which one of the central issues is whether Orbitz should be subject to the
same sorts of regulations as have long applied to airline owned or airline
marketed computer reservations systems used by travel agencies.

The Attorneys General of 20 U.S. states and the Commonwealth of Puerto
Rico have filed comments with both the DOT and the DOJ expressing their serious
concerns about the impact that Orbitz might have on competition. The Senate
Antitrust Subcommittee has written to the DOJ and the Federal Trade Commission
calling for an investigation of Orbitz. In those proceedings, a number of

parties —-- including the Association of Retail Travel Agents, the American
Society of Travel Agents, Southwest Airlines, the Consumer Federation and the
Company —-- have either sought to have conditions imposed on the manner in which

Orbitz may operate or to have it prohibited outright. The Company has sought
the imposition of conditions that will safeguard fair competition in this
sphere. The Company is unable to say when those proceedings might conclude or
what the final outcome may be.

CRS INDUSTRY REGULATION

The Company's travel marketing and distribution business is subject to
regulation in the United States, the European Union, Canada and Australia.
These regulations generally address the relationships among computer
reservation systems ("CRSs"), airline associates, and travel agency
subscribers. Generally, these regulations do not address relationships with
non-airline associates. The regulations in the European Union, however, do
include rail associates in certain circumstances. In general, these regulations
are directed at ensuring fair competition among travel providers. Among the
principles addressed in the current regulations are: unbiased CRS displays of
airline information, fair treatment of airline associates by CRSs, equal
participation by airlines in non-owned CRSs, and fair competition for
subscribers. The CRS regulations in the United States are currently under
review. In addition, the Transportation Ministry of Peru is considering the
adoption of CRS regulations. Likewise, the Department of Civil Aviation in
Brazil considered such regulations last year but, for the time being, has
decided such regulations are not necessary. The Company does not believe that
the possible revisions to the United States code, or possible adoption of codes
in Peru and Brazil will materially adversely affect its operations.

OTHER REGULATION

The Company may be impacted by regulations affecting issues such as:
exports of technology, telecommunications, data privacy and electronic
commerce. Some portions of the Company's business, such as its Internet-based
travel marketing and distribution, may be affected if regulations are adopted
in these areas. Any such regulations may vary among jurisdictions. The Company
believes that it is capable of addressing these regulatory issues as they arise.
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OUTSOURCING AND SOFTWARE SOLUTIONS

The Company is a leading provider of information technology services
to the travel and transportation industries. The Company employs its airline
technology expertise to offer outsourcing and software solutions to clients
that face similar complex operations issues, including airport, railroad and
hospitality companies. The services offered by the Company include software
development and product sales, transactions processing and consulting, as
well as comprehensive information technology outsourcing. Approximately
32.6%, 39.2% and 42.6% of the Company's revenue in 2000, 1999 and 1998,
respectively, was generated by the provision of outsourcing and software
solutions.

The Company continues to aggressively pursue strategic information
technology relationships. Clients enter into strategic agreements with the
Company in order to benefit from its extensive airline industry expertise,
experience with complex operating and transaction environments and its
extensive suite of software products and services. In August 2000, the Company
initiated a business strategy that will allow the Company to leverage its
strengths in the software application, reservations hosting and Web hosting
areas. This business strategy includes further expansion of the Company's
suite of software applications to include Web-enabled product offerings that
will allow the Company to deliver unmatched industry knowledge and
operational expertise to a much larger customer base.

The Company offers a comprehensive set of information technology
solution services to the airline industry. These solutions include: information
technology services; software development, sales and licensing; multihost
services and consulting, which includes capabilities ranging from reengineering
to functional consulting. Recruiting and retaining capable personnel,
particularly those with expertise in operations research, information
technology and industrial engineering, is vital to the provision of solutions
by the Company.

INFORMATION TECHNOLOGY OUTSOURCING. The Company provides information
technology outsourcing to airlines for desktop, data center, network and
application development. The Company extends real-time transaction processing
services by providing access to its hardware and software to airlines for
reservations, flight operations, departure control and other related
services. Local computer terminals at a customer's location are linked to the
Company's mainframes, and the Company maintains and operates the entire
system on a secure and confidential basis. The Company also provides services
for establishing systems security, voice networks, data center connectivity,
help desk support and desktop applications. Some of the major clients for the
outsourcing business include American, US Airways and Gulf Air. The Company's
business strategy involves partnering with other information technology
providers to pursue new outsourcing opportunities.

In 1995, as a subcontractor of American, the Company began providing
information technology services to Canadian Airlines International, Ltd.
("Canadian"). The services contract was signed in conjunction with AMR
acquiring a significant ownership stake in Canadian. On January 5, 2000,
Canadian was acquired by Air Canada, and AMR no longer owns an interest in
the airline. Air Canada currently receives information technology services
from a competitor of the Company. Air Canada executed termination of the
Canadian Services Agreement with AMR effective February 2001. Since their
purchase of Canadian, Air Canada has been integrating Canadian's operations
with its own, which include the integration of information technology
services. The Company is cooperating with Air Canada in the integration and
conversion of information technology systems and services. The Company
continues to perform transition and wind-down activities related to the
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Canadian Services Agreement, which are set to be concluded by end of June
2001. The Company has also entered into a services agreement directly with
Air Canada for all remaining information technology services, which currently
extends through August 2001.

In 1996, the Company executed an information technology services
agreement with American for a term of ten years for most services (five years
for others). Under this agreement, the Company provides data processing
network, distributed systems and applications development services to
American and AMR's other subsidiaries. The Company fulfills substantially all
of American's data processing requirements and manages all voice and data
communication services for American and AMR's other subsidiaries, including
data networks, voice networks and radio services. The Company also provides
American with the services required to design, install, operate and maintain
its range of local area networks, desktop, mobile computing and peripheral
devices. The Company completes nearly all of the applications development for
American.

In January 1998, the Company completed the execution of a 25-year,
multibillion dollar technology agreement with US Airways to provide
substantially all of US Airways' information technology services. The
agreement covers the management and operation of US Airways' systems and
information technology services. In 2000, United Air Lines announced its
intent to acquire US Airways. At the present time, it is uncertain what
impact this potential change in ownership may have on the services provided
to US Airways by the Company.

SOFTWARE DEVELOPMENT, SALES AND LICENSING. The Company currently
provides software solutions to more than 165 airlines. The Company develops
off the shelf products as well as customized software for some of its larger
customers. The Company's suite of software products provides many
applications for airlines and other travel providers. Some of the most
popular products support flight scheduling, flight operations, revenue
management, crew scheduling, sales automation, cargo tracking, passenger
systems and frequent flyer programs. In November 2000, the Company expanded
its existing software products and solutions by launching SABRE-REGISTERED
TRADEMARK-EMERGO-TM- Web-enabled solutions, a new application service
provider offering that is designed to simplify delivery and operations for
airlines and other travel suppliers. The EMERGO offering allows carriers
access to 17 of Sabre's best of breed technological solutions that feature
delivery through shorter implementations, 24-hour data center support, and
fewer complications than running an internal system. Over the next two years,
the Company plans to enhance more than 30 applications, which will add even
greater breadth and depth to the existing product suite. Most products
offered within EMERGO are Web-enabled and provide users with secure access
for a pre-defined, user-based fee. Previously, the Company only offered core
reservations, departure control, flight operations, and cargo products via an
ASP platform. Two products included in the EMERGO offering are:
SABRE-REGISTERED TRADEMARK- AIRFLITE-TM-, a decision-support tool that
focuses on flight schedule development processes, including market demands
and

operational constraints, to help an airline improve profitability and reduce
costs; and SABRE-REGISTERED TRADEMARK- AIRMAX-TM-, an automated yield
management system that uses historical and current reservations data to
forecast booking activity by segment and fare class. Both products, as well as
others in the EMERGO offering, enable faster time to market and require less
in-house expertise.

10
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MULTIHOST SERVICES. The Company currently provides multihost
internal reservations system services to over 55 airlines. Each hosted
airline has a unique and secured partition that contains that airline's data
and reservations. Airline users access their data through a global network.
The Company's line of multihost products support various fundamental airline
functions, including reservations, ticketing, pricing, departure control,
inventory and scheduling. Services included as part of the multihost offering
include 24-hour help desk, training, product consulting, and communications
and network implementation and consulting.

CONSULTING. The Company's consulting services assist businesses in the
travel and transportation industries in collecting and analyzing operational
and customer data in order to improve internal operations and product
distribution in the market place. These services enable businesses to improve
airport and other operations and optimally distribute their fares, schedules
and inventories through all available channels - with special emphasis on
distribution through computer reservations and global distribution systems.

The Company distributes its solutions and consulting services through
a sales and marketing organization that spans four continents, with primary
sales offices in Dallas, London, Paris, Hong Kong, Sydney and Auckland. The
Company also maintains agency relationships to support sales efforts in key
markets, including India, China and the Middle East. To date, the Company has
provided business solutions to nearly 750 clients located in more than 75
countries.

COMPETITION

In outsourcing and software solutions, the Company competes both
against solutions companies and full-service providers of technology
outsourcing, some of which have considerably greater financial resources than
the Company, and against smaller companies that offer a limited range of
products. Among the Company's full-service competitors are Electronic Data
Systems, IBM Global Services, Unisys, Accenture and Lufthansa Systems. The
Company believes that its competitive position in the travel and transportation
industries is enhanced by its experience in developing systems for American and
other airlines and by its ability to offer not only software applications but
also systems development, integration and maintenance and transaction
processing services.

RESEARCH AND DEVELOPMENT EXPENSES

Research and development costs approximated $59 million, $48 million
and $39 million for 