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Air New Zealand reports $323m interim result, on track for
second highest profit in company history

Air New Zealand today announced earnings before taxation for the first six months of the 2018
financial year of $323 million, compared to $349 million in the prior period. Net profit after taxation
was $232 million.

The result was driven by operating revenue growth of 5.6 percent, with robust demand across all
markets and particularly strong growth in the short-haul network. Passenger revenue reached an
all-time record for an interim result, at $2.3 billion. The airline’s continued focus on sustainable
cost initiatives also contributed to the interim performance, as efficiencies offset the impact of
inflation on unit costs, excluding fuel. Cash flow from operations grew $103 million or 27 percent
to $479 million, driven by growth in cash operating earnings and a strong working capital cash
flow as the business grows.

Chairman Tony Carter says shareholders can be very pleased with the high quality financial
performance demonstrating the airline’s resilience despite an 18 percent increase in fuel price.

“This high quality interim performance was driven by robust passenger demand and revenue
growth, reflecting the airline’s strong position in New Zealand and throughout our Pacific Rim
network.”

The Board has declared a fully imputed interim dividend of 11.0 cents per share, an increase of
10 percent from the prior period and the highest ordinary interim dividend in the airline’s history.

“Based on the strength of the result, and the airline’s financial position, future capital commitments
and positive trading environment, the Board felt it appropriate to raise the level of the interim
dividend,” says Mr Carter. The interim dividend will be paid on 16 March 2018 to investors on
record as of the close of business on 9 March 2018.

Chief Executive Officer Christopher Luxon says 2018 is shaping up to be another exciting year of
growth for Air New Zealand.

“We are thrilled with the performance of our network in the period. The domestic market continues
to show strength driven by the New Zealand economy as well as inbound tourism, and we will be
increasing capacity approximately six percent across our regional and jet services to support that
demand over the second half of the financial year. The Trans-Tasman and Pacific Island routes
have also responded strongly to additional wide-body services and targeted capacity increases.
Finally, our alliance partnerships continue to drive value across our international long-haul
network, and have been a key factor in our ability to effectively compete against much larger
airlines.”

The airline also announced today the launch of a new direct service to Taipei, beginning in
November 2018. Taipei will become the airline’s seventh destination in Asia, and is another
strong addition to Air New Zealand’s focused strategy of connecting the Pacific Rim to New
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Zealand. Taipei is an economic centre with renowned attractions, cuisine and shopping, and the
airline is excited to offer New Zealanders the opportunity to explore this new destination.

Mr Luxon also acknowledges and thanks the airline’s staff for their dedication and professionalism
while dealing with recent operational disruptions.

“We have had some unprecedented weather events, along with the fuel pipeline disruption and
the unscheduled engine maintenance on some of the Boeing 787-9 aircraft. All of these
disruptions are outside of our control, but our people have been remarkable, with a clear focus
on doing the best for our customers, and that is what really sets us apart and drives such strong
loyalty for our airline.”

Outlook
Commenting on the outlook Chairman Tony Carter says, “Looking to the remainder of the year,
we are optimistic about the overall market dynamics. Based upon the current market conditions

and despite the increased price of jet fuel, the Company is still expecting 2018 earnings before
taxation to exceed the prior year.”

Air New Zealand Limited, 185 Fanshawe Street, Private Bag 92007, Auckland 1142, New Zealand A STAR ALLIANCE MEMBER
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Air New Zealand reports $323m interim result, on track for
second highest profit in company history

Interim highlights

Earnings before taxation of $323 million

e Net profit after taxation of $232 million

e  Operating revenue of $2.7 billion

e Record passenger revenue of $2.3 billion

e 8.5 million passengers carried during the period
e Capacity increased 3.4%

e  Operating cash flow of $479 million

e Board approves fully imputed interim dividend of 11.0 cents per share, a 10% increase on
the prior period and the highest ordinary interim dividend in the airline’s history

e Announces new direct international service to Taipei

e Reaffirms full year guidance based upon current market conditions and despite the increased
price of jet fuel, with the Company still expecting 2018 earnings before taxation to exceed the
prior year

Ends
Issued by Air New Zealand Public Affairs ph +64 21 747 320

Air New Zealand Limited, 185 Fanshawe Street, Private Bag 92007, Auckland 1142, New Zealand A STAR ALLIANCE MEMBER
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Forward looking statements -

This presentation contains forward-looking statements. Forward-looking statements often include words
such as “anticipate", "expect”, "intend”, "plan”, "believe”, “continue” or similar words in connection with
discussions of future operating or financial performance.

The forward-looking statements are based on management's and directors’ current expectations and
assumptions regarding Air New Zealand’s businesses and performance, the economy and other future
conditions, circumstances and results. As with any projection or forecast, forward-looking statements are
inherently susceptible to uncertainty and changes in circumstances. Air New Zealand’s actual results
may vary materially from those expressed or implied in its forward-looking statements.

The Company, its directors, employees and/or shareholders shall have no liability whatsoever to any
person for any loss arising from this presentation or any information supplied in connection with it. The
Company is under no obligation to update this presentation or the information contained in it after it has
been released.

Nothing in this presentation constitutes financial, legal, tax or other advice.
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Continuing to demonstrate strength and resilience

2018 INTERIM RESULT

Earnings before taxation

« Operating revenue $2.7 billion, up 5.6% ($ millions)
* Earnings before taxation $323 million, down 7.4% i
* Net profit after taxation $232 million, down 9.4%
- Operating cash flow $479 million, up 27% 249 553
198 197
Earnings Net profit
before Taxation after
taxation $9 1m taxation
$323m ( ) $232m
Dec Dec Dec Dec
2014 2015 2016 2017




A high quality result after adjusting for prior
period gain and impact of fuel price

2018 INTERIM RESULT

($ millions)

349

323

(22)
255
(72)

DEC 2016 SALE OF VIRGIN IMPACT OF , DEC 2016 DEC 2017
EARNINGS AUSTRALIA FUEL PRICE COMPARABLE EARNINGS
BEFORE SHARES EARNINGS BEFORE
TAXATION TAXATION

1 $72 million impact related to fuel price increase of 18 percent; details on fuel cost movement provided in supplementary slides.
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Strong revenue growth drove performance, supported
by stable unit costs (excluding fuel price)

2018 INTERIM RESULT

* Passenger revenue excluding FX up 6.0%; reported up 5.5%
- Strong demand up 2.7% on capacity growth of 3.4%
- RASK excluding FX up 2.5%; reported up 2.0%

« Cargo revenue excluding FX up 10.7%; reported up 10.5%

Revenue

T

« CASK! (excluding fuel price) flat
- CASK including impact of fuel price up 4.0%
Efficiencies offset the impact of inflationary costs
e Fuel cost! up 21%?2

— Driven by average fuel price increase of 18% and additional volume
reflecting capacity growth

1 Foreign exchange had a minor impact on CASK and fuel cost in the period.
2 Fuel cost movement details provided in supplementary slides.
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RASK improvement across most markets in 1H \Cl

2018 INTERIM RESULT

Momentum in Group RASK? (excl. FX) S 1H 2018 RASK performance
versus prior period
Q12017 Q22017 Q32017 Q42017 Q12018 Q22018 :
(Jul-Sep) (Oct-Dec) (Jan-Mar) (Apr-Jun) (Jul-Sep) (Oct-Dec) Domestic . t
2.9% (Jet & Regional)
2.0% 2.1%

N

Pacific Islands?2 t
Asia l

Americas/Europe

(6.7%)

(9.6%) (9.5%)

1 Year-on-year movement in RASK.
2 Pacific Islands includes Bali and Honolulu. -
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Changes in profitability

2018 INTERIM RESULT

Passenger Capacity 70

RASK 64 (72) Fuel Price

Other 23 (7) volume

157
12)
349 (70) S

w
=
£ 300 (44) (7) (11)
E
R
200
~$22 million related to
increased capacity
100
0
DEC 2016 REVENUE LABOUR FUEL' MAINTENANCE, SALESAND  OWNERSHIP  SHARE OF FX FRIOR PERIOD  DEC 2017
EARNINGS AIRCRAFT  MARKETING COSTS ASSOCIATES ~ MOVEMENTS VIRGIN EARNINGS
BEFORE OPERATIONS ~ AND OTHER AUSTRALIA BEFORE
TAXATION AND EXPENSES DIVESTMENT ~ TAXATION
PASSENGER

1 Fuel cost movement details provided in supplementary slides.
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CASK* excluding fuel price remained flat, as
efficiencies offset price increases

2018 INTERIM RESULT

CASK increased 4.0%, driven by fuel price increases of 18%

- CASK (excluding fuel price) was flat
$33 million of efficiencies from cost saving initiatives and economies of scale offset inflation

*  FX movement had no net impact on CASK
10 - e “

4 N\,
/ CASK (ex fuel price & FX) \\

flat ) 0.34 9.16

97 8.81

CASK (cents)

~ -
~ -
SN ———————"

DEC 2016 PRICE ECONOMIES OF SCALE FUEL PRICE DEC 2017
AND EFFICIENCIES CASK
10

CASK

* Operating expenditure per ASK.



Cargo momentum also robust

2018 INTERIM RESULT

« Strong volume growth in the period related to:
— Improved loads on Tasman and Pacific Islands routes
— Increased capacity on Haneda Airport (Tokyo)

— Improved cargo capability out of Los Angeles

* Yield improvements driven by:

— Higher value product mix

* Reported Cargo revenue increased 10.5%, inclusive of foreign exchange impact.

T

Volume
up 9.0%

Revenue

up
10.7%*

11
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Strong growth in operating cash flows -

2018 INTERIM RESULT

Operatingcash flow _
$ Ir?mnons) J * Operating cash flow $479 million, up 27%, reflecting:

— Increase in cash operating earnings

541
479

— Strong working capital cash flow as the business
grows

378 376

300

— Lower provisional taxes paid due to transitional
impact of legislative tax changes for engine
maintenance

» Cash on hand of $1.3 billion, down 2.1% from June
2017

Dec Dec Dec Dec Dec
2013 2014 2015 2016 2017

12



Targeting liquidity of $700m to $1b going forward

2018 INTERIM RESULT

« Target cash level re-examined

- Previously managed liquidity within $1.0 to $1.5 -
billion target

- Equated to a ratio of 20% to 30%; the reported
ratio included ~$150 million of restricted cash

- Divestment in Virgin Australia shareholding
requires smaller cash requirement

Historical liquidity ratio

40%

30%

20%

10%

0%

36.0%
30.0%

29.9% 29.2% 29.7%

2013 2014 2015 2016 2017
Financial year

Prior range:
20% to 30%

L
&

* New liquidity range of $700 million to $1 billion

Transition to cash target will occur over time

Primary mechanism to achieve cash target will be
purchasing aircraft

No expected impact to gearing, as net debt level would
remain

Liquidity ratio going forward will exclude restricted
cash. The new liquidity ratio will equate to 14% to 20%

13
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Interim dividend increased 10% ©

2018 INTERIM RESULT

Interimdividend declared
(cents per share)

* Gearing was 52.4%, increasing 0.6 percentage
100 100 110 points from June 2017, driven by continued
investment in fleet

65 - Target gearing range is 45% to 55%
4.5
» Stable outlook Baa2 rating from Moody’s
I * Fully imputed interim dividend of 11.0 cents per
share, a 10% increase from prior period

Dec Dec Dec Dec Dec
2013 2014 2015 2016 2017

14
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Fleet update -

2018 INTERIM RESULT

Actual and forecast aircraft capital * Forecast investment of ~$1.1 billion? in aircraft and associated

expenditure? assets over the next 3.5 years
1,000 - o e Assumes NZD/USD =0.72
orecas
800 At - Targeting replacement of B777-200 fleet from 2022; aircraft
é 600 selection is in progress
E} 400 — No assumptions on B777-200 replacement capital expenditure
200 I are included in forecast
0 * In final stages of confirming a new operating lease agreement for

2015 2016 2017 2018 2019 2020 2021 one Boeing 787-9 aircraft, bringing total forecast fleet to 14 by end

Aircraft delivery schedule (as at 31 December 2017) of 2020 financial year

Delivery Dates (financial year)

Number in Number

existing fleet on order 2H 2018 2019 2020 2021
Boeing 787-9 11 1 - 1 - -
Owned fleet on order Airbus A320/A321 NEOs! - 8 - 6 2 -
ATR72-500/600 26 12 2 4 6 -
. . Boeing 787-9% - 2 - 1 1 -
Operating leased aircraft _

Airbus A320/A321 NEOs - 5 - 4 1 -

1 Excludes orders of up to five A320/A321 NEOs with purchase substitution rights. 15

2 Includes progress payments on aircraft.
3 In final stages of confirming lease for delivery in 2020 financial year.



Fuel cost outlook and sensitivities for 2H 2018

2018 INTERIM RESULT

2018 Fuel cost outlook

1,000

800

600

400

NZD millions

200

~5051

4710 y37

390

1H 2H
m2017 =2018 @& 2018E

~975!

827

NZD Cost of Fuel (millions)

2H 2018 Fuel cost sensitivity (inclusive of hedging)

600
575
550
525

4.
500

475
450
425
400

$65

$70 $75 $80

Singapore jet fuel (US$ per barrel)

1 Assumes average jet fuel price of US$75 per barrel for the second half of the 2018 financial year and a NZD/USD rate of 0.72.

$85

L
&
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Continued strength in short-haul markets driving
targeted growth opportunities in 2H 2018

2018 INTERIM RESULT

TRANS-TASMAN

® Positive market dynamics following competitor
exit from AKL-SYD

® Additional competitor capacity reductions in
Melbourne and Brisbane in 2H expected to
drive continued strength

% Targeted capacity growth in 2H

22 Wide-body flying on key routes driving
O increased premium seats

® Denotes observation on market conditions.

O Denotes Air New Zealand actions.

PACIFIC ISLANDS

® Strong outbound New Zealand leisure traffic expected
to continue

® Competitor capacity changes create varying dynamics

Z£2 Ramp up of capacity in 2H driven by better utilisation
of B787 Dreamliner aircraft during seasonal low period

% Increased wide-body flying on Samoa and Fiji

DOMESTIC

¢ Underlying demand remains strong driven by
tourism and positive economic climate

® Regional pullback from competitor over peak
season

22 Trunk growth in 2H driven by additional services

©~ into Queenstown, Dunedin and Christchurch

£ Regional routes growing slightly ahead of trunk,
notably Napier and Nelson

T



Focused on strengthening and diversifying international 2.
long-haul demand ©

2018 INTERIM RESULT

_____________ - % i P @ 7~ NORTH AMERICA
- : - 5@ S 3 ® - ® Competitor capacity reduced during off-peak season
° : | i 22 Newly configured B787-9 with increased premium
° JAPAN ~ ©~ seats launched on Houston in Dec 2017
¢ Improving demand as Kaikoura 22 Additional frequency during peak and extending
| ° / earthquake in Nov 2016 laps season to Vancouver in 2H
/ % Full year impact of new Haneda service to
PY complement Narita and boost connectivity
e I from within Japan
ASIA (ex: Japan)
® Singapore popular gateway serving South East Asia,
Europe and India for both outbound and inbound traffic
® Chinese carrier capacity lapping, with capacity Ps
adjustments in low season. SOUTH AMERICA !
£ Growing Singapore with 3 daily service commencing o .y . !
S oct 2018 with alliance partner Singapore Airlines Additional frequencies over peak and =
c _ i di ce in N 2018 shoulder months
ommencing new Taipei direct service in Nov 2018, . . L i iti
% aligned with gPacific Ri?n strategy % Leveraging Australian traffic via Auckland ® Denotes observation on market conditions.

® New route.

é Denotes Air New Zealand actions.



Targeted capacity growth ramps up in 2H, driven by ycl
Improved asset utilisation -

2018 INTERIM RESULT

1H 2018 A u WPAONRS Full year

Sector ! . 2H Commentary
capacity capacity

capacity

® Trunk growth in 2H driven by additional services into

. Queenstown, Dunedin and Christchurch
Domestic +5.2% ~+6% ) . . ~+6%
* Regional routes growing slightly ahead of trunk, notably

Napier and Nelson

* Growth through up-gauge and increased fleet utilisation

* Trans-Tasman ~7%, driven by competitive capacity
+4.6% ~+14% changes ~+9%

* Pacific Islands ~30% driven by longer sector flying and
selected up-gauge

Tasman &
Pacific Islands

; * Driven by Haneda flying in off-peak
International y ying p

+2.39 ~+50 . i ~+4%
Long-haul 2.3% 5% Increased peak season flying for Vancouver and 0

Buenos Aires

Group +3.4% ~+8% ~+5%

20



Reaffirming 2018 outlook despite jet fuel increase

2018 INTERIM RESULT

Looking to the remainder of the year,
we are optimistic about the overall market dynamics.

Based upon the current market conditions and
despite the increased price of jet fuel, the Company is still

expecting 2018 earnings before taxation to exceed the prior year.

T



Thank you
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Fuel cost movement in the period

2018 INTERIM RESULT

Effective
increase in
net fuel price

| YT
7 i P :
400 — i H i i
{ Increasein | |Dec 2016 hedgei
300 4 { jetfuel price | | gainof $15M i
P i US$57 to US$67 | | Vs |
= {  perbarrel { !Dec 2017 hedge!
£ | i 1 gainof$9M |
200 - ! P i
100 -
0 A
DEC 2016 VOLUME UNDERLYING NET HEDGING FX DEC 2017
FUEL COST PRICE IMPACT MOVEMENTS FUEL COST

24
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Hedging update

2018 INTERIM RESULT

Fuel hedging Fuel hedge position
(as at 14 February 2018)
* 70% of estimated volumes hedged in 2H 2018

$70 80%
— Protection against adverse spikes in fuel $65 — 70%
— Allows for pricing participation should oil prices fall $60 60%
_ 5 55 50%
. ﬁSOdA) o:; 1H 2019 estimated volumes currently 8 $50 - 40%
edge S 45 30%
&+
— Reflects backwardation of Brent forward curve Q%40 20%
$35 10%
$30 0%
. . FY18 Q3 FY18 Q4 FY19 Q1 FY19 Q2
Forelgn eXChange hedglng Jan - Mar Apr - Jun Jul - Sep Oct - Dec
. 2H 2018 hedges for US$447 million at a mmmm Hedge percentage s Brent Collar Ceiling Brent Collar Floor

NzZD/USD rate of 0.716

» 2019 hedges for US$372 million at a
NZD/USD rate of 0.716

25

Hedged % of estimated jet fuel consumption
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Financial overview L

2018 INTERIM RESULT

Dec 2017 Dec 2016 Movement Movement
$M $M $M

Operating revenue 2,729 2,584 5.6%
Earnings before taxation 323 349 (26) (7%)
Net profit after taxation 232 256 (24) (9%)
Operating cash flow 479 376 103 27%
Cash position* 1,340 1,369 (29) (2%)
Gearing* 52.4% 51.8% (0.6 pts)
Ordinary dividends declared** 11.0 cps 10.0 cps 10.0%

* Comparative is for 30 June 2017.
** Dividends are fully imputed. 26



Group performance metrics

2018 INTERIM RESULT

A
v
Dec 2017 Dec 2016 Movement*

Passengers carried (‘000s) 8,530 8,086 5.5%
Available seat kilometres (ASKs, millions) 22,138 21,409 3.4%
Revenue passenger kilometres (RPKs, millions) 18,274 17,790 2.7%
Load factor 82.5% 83.1% (0.6 pts)
Passenger revenue per ASKs as reported 106 103 2 0%

(RASK, cents)

Passenger revenue per ASKs, excluding FX

0
(RASK, cents) 10.6 10.3 2.5%

* Calculation based on numbers before rounding. 27



Domestic ©
2018 INTERIM RESULT
Passengers carried (‘000s) 5,564 5,207 6.9%
Available seat kilometres (ASKs, millions) 3,491 3,319 5.2%
Revenue passenger kilometres (RPKs, millions) 2,851 2,649 7.6%
Load factor 81.7% 79.8% 1.9 pts
Passenger revenue per ASKs as reported 216 0.7 4.4%

(RASK, cents)

Passenger revenue per ASKs, excluding FX

0,
(RASK, cents) 21.6 20.7 4.4%

* Calculation based on numbers before rounding. 28



Tasman & Pacific Islands?

2018 INTERIM RESULT

A
v
Dec 2017 Dec 2016 Movement*

Passengers carried (‘000s) 1,938 1,853 4.6%
Available seat kilometres (ASKs, millions) 6,553 6,265 4.6%
Revenue passenger kilometres (RPKs, millions) 5,385 5,104 5.5%
Load factor 82.2% 81.5% 0.7 pts
Passenger revenue per ASKs as reported 10.0 94 6.1%

(RASK, cents)

Passenger revenue per ASKs, excluding FX 0
(RASK, cents) 9.9 9.4 5.9%

*  Calculation based on numbers before rounding.
1 Pacific Islands including Bali and Hawaii.

29



International ©

2018 INTERIM RESULT

Passengers carried (‘000s) 1,028 1,026 0.2%
Available seat kilometres (ASKs, millions) 12,094 11,825 2.3%
Revenue passenger kilometres (RPKs, millions) 10,038 10,037 0.0%
Load factor 83.0% 84.9% (1.9 pts)
Passenger revenue per ASKs as reported 0
(RASK, cents) 7.7 8.0 (3.3%)
Passenger revenue per ASKs, excluding FX 78 8.0 (2.0%)

(RASK, cents)

* Calculation based on numbers before rounding.

30
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Projected aircraft in service and fleet age ©

2018 INTERIM RESULT

Aircraft fleet age in years
(seat weighted)

-
7.8 75 -5 78 Boeing 777-300ER 7 7 7 7

7.0 6.7 6.8 Boeing 777-200ER 8 8 8 8

Boeing 787-9* 11 13 14 14

Airbus A320 30 22 20 20

Airbus A320/A321 NEO - 10 13 13

ATR72-600 19 23 29 29

ATR72-500 8 5 - -

Bombardier Q300 23 23 23 23

Total Fleet 106 111 114 114

* Currently finalising lease agreement for delivery of a Boeing 787-9
2013 2014 2015 2016 2017 2018 2019 2020 2021 aircraft in the 2020 financial year.

m Historical mForecast

31
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Glossary of terms O

2018 INTERIM RESULT

Available Seat Kilometres (ASKSs) Number of seats operated multiplied by the distance flown (capacity)
Cost/ASK (CASK) Operating expenses divided by the total ASK for the period
Gearing Net Debt / (Net Debt + Equity); Net Debt includes capitalised aircraft operating leases

S : Total cash (comprising Bank and short-term deposits, interest-bearing assets and non-interest bearing assets as

Liquidity Ratio ) . . - - . - .
at the end of the financial period divided by total operating revenue for that financial period

Interest-bearing liabilities, less bank and short-term deposits, net open derivatives held in relation to interest-

Net Debt bearing liabilities, interest-bearing assets and non-interest bearing assets, plus net aircraft operating lease

commitments for the next twelve months multiplied by a factor of seven

Passenger Load Factor RPKs as a percentage of ASKs
Passenger Revenue/ASK (RASK) Passenger revenue for the period divided by the total ASK for the period

Revenue Passenger Kilometres

(RPKs) Number of revenue passengers carried multiplied by the distance flown (demand)

Yield (referring to Cargo) Cargo revenue for the period divided by freight tonne kilometres

The following non-GAAP measures are not audited: CASK, Gearing, Net Debt, RASK, and Yield. Amounts used within the calculations are derived from the condensed
Group interim financial statements where possible. The interim financial statements are subject to review by the Group’s external auditors. The non-GAAP measures are
used by management and the Board of Directors to assess the underlying financial performance of the Group in order to make decisions around the allocation of resources. 32
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Air New Zealand Group

Letter from the Chairman
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“The 2018 interim result
sets Air New Zealand on
a path to achieve the second
highest profit in history,
despite rising fuel prices.”

Tony Carter Chairman

high

quality result

Earnings
before taxation:

$323 million $232 million

Net profit
after taxation:

Operating
cash flow:

$479 million

Strong financial performance

Air New Zealand reported earnings before
taxation for the first six months of the 2018
financial year of $323 million. The prior
period result of $349 million included a
$22 million gain related to the divestment
of Virgin Australia. Adjusting for this one-off
gain and a $72 million impact of increased
fuel prices, the Company delivered a very
strong result. Robust operating revenue
growth of 5.6 percent was driven by positive
pricing dynamics across much of the
airline’s network and capacity growth of

3.4 percent. Also demonstrating considerable
strength was our cargo business, which
grew revenues 11 percent by achieving
strong improvement in pricing and volumes.
The airline’s focus on sustainable cost
improvement contributed to the result, as
efficiencies from cost saving initiatives and
economies of scale offset price inflation
and kept non-fuel unit costs stable.

5 year total
shareholder return
(as at 31 December 2017)

B AIRNEW ZEALAND
B BLOOMBERG WORLD AIRLINE INDEX

Delivering superior returns

We are extremely proud of the strength

of this financial result, which demonstrates
our continued commitment to deliver
superior returns for our shareholders over
the long term. The Company’s strategy

to expand the network profitably has driven
sustainable value over the years. In fact,
Air New Zealand'’s total shareholder return
was 300 percent over the past five years,
outperforming the Bloomberg World Airline
Index, consisting of global airline peers, by
two and a half times.

Maintaining a strong financial position

Our financial position remains strong and
the airline maintains a stable investment
grade credit rating from Moody's of Baa2,
among the top-ranked airlines globally.
Gearing was 52.4 percent, a minor increase
from 51.8 percent at the end of the 2017
financial year, reflecting the investment in
new aircraft. Cash flow from operations
grew $103 million or 27 percent to $479
million, driven by growth in cash operating
earnings and strong working capital cash
flows. Cash on hand was $1.3 billion.

Increasing the interim dividend

The Board is pleased to declare a fully
imputed interim dividend of 11.0 cents
per share, a 10 percent increase from
the prior period. This dividend reflects the
Board’s confidence in the medium-term
outlook for the airline and considers the
strength of the company’s balance sheet,
the positive trading environment and
future capital requirements.

Strategically expanding our
Pacific Rim network

We continue to see opportunities to expand
across our network, and to do so profitably.
The domestic network was our strongest
performer in the first half of this year, as

a buoyant New Zealand economy and
continued strong inbound tourism resulted
in positive growth in unit revenues on a
capacity increase of 5.2 percent. This year
we have also targeted some strong growth
in parts of our Tasman and Pacific Island
network, and have been pleased with the
customer response. A large portion of our
international long-haul growth will come

PERCENTAGE

Exceeding global airline peers

DEC DEC DEC
2012 2013 2014

from growing Tokyo, with the addition of
a new service to Haneda Airport, which
complements our existing Auckland to
Narita route. Overall, we are planning to
grow our network approximately five
percent for the year.

Looking beyond the 2018 financial year,
we have announced plans for a new direct
service to Taipei, beginning in November
2018. This destination, with strong tourism
as well as connections to New Zealand,

is an exciting addition that aligns with our
Pacific Rim growth strategy. Our revenue
share alliances continue to strengthen our
international proposition for customers, as
we will begin offering a third daily service
to Singapore, with our partner Singapore
Airlines in October 2018.

Fleet investment continues
to drive long-term value

A key enabler to achieving profitable growth
across our network is our modern and
simplified fleet. In the period, we welcomed
two of our newly configured Boeing 787-9
Dreamliners into service, bringing the total
number of Dreamliners to 11. We are in

the final stages of confirming a new lease
agreement for an additional Boeing 787-9
aircraft, which will join the fleet in the
2020 financial year.

Our forecasted aircraft capital expenditures
through to 2021 will be approximately

$1.1 billion. A key component of that
investment will be the Airbus A320/321
NEO aircraft, which we will start receiving
in the 2019 financial year.

Changes to our Executive team

During the period we saw the departure of
two longstanding members of our Executive
team. Rob McDonald, our Chief Financial
Officer for the past 13 years, retired from
his position at the end of December and

is succeeded by Jeff McDowall, a 17-year
veteran of Air New Zealand. Stephen
Jones, our Chief Strategy, Networks &
Alliances Officer, left to take up an exciting
external opportunity in Europe after 16
years with the airline. Succeeding him in
the role is Nick Judd, another high calibre
internal candidate with 14 years tenure at
Air New Zealand. Talent development and

DEC DEC DEC
2015 2016 2017

succession planning are key focus areas for
the Board of Directors, and to be able to
promote two world-class internal candidates
into the Executive says a lot about the
calibre of talent at Air New Zealand.

Reaffirming our 2018 outlook

Looking to the remainder of the year, we
are optimistic about the overall market
dynamics. Based upon the current market
conditions and despite the increased price
of jet fuel, the Company is still expecting
2018 earnings before taxation to exceed
the prior year.

e Z

Tony Carter
Chairman

22 February 2018

Gearing:

52.4%

Operating revenue
growth of:

9.6%

Cash on hand of:

$1.3b

Interim dividend
declared of:

11.0 cps
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Air New Zealand Group

Financial Commentary

Operating revenue
($ billions)
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Interim dividends declared
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Air New Zealand’s
earnings before taxation
for the first six months
of the 2018 financial
year were $323 million.

Net profit after taxation
was $232 million.

This interim result saw strong revenue
growth driven by increased capacity

and positive pricing dynamics, as well

as improvements in the competitive
environment. Revenue growth was offset
by increased fuel cost in the period and
unfavourable foreign exchange, as well as
a prior period gain of $22 million related
to the divestment of Virgin Australia.

Operating Revenue

Operating revenue grew by $145 million
to $2.7 billion, an increase of 5.6 percent
on the prior period. Excluding the impact
of foreign exchange, operating revenue
increased 6.1 percent.

Passenger revenue grew by $122
million to $2.3 billion, a 5.5 percent
increase. Excluding the impact of foreign
exchange, passenger revenue increased
by 6.0 percent. Capacity (Available Seat
Kilometres, ASK) growth of 3.4 percent
reflected growth in the domestic network,
increased wide-body flying across the
Tasman and Pacific Island routes and
the commencement of a new service

to Tokyo's Haneda Airport. Demand
(Revenue Passenger Kilometres, RPK)
lagged slightly behind capacity growth
at 2.7 percent, resulting in a decreased
load factor of 82.5 percent. Passenger
Revenue per Available Seat Kilometre
(RASK) for the Group increased 2.0
percent, driven by positive pricing
dynamics on the Domestic and Tasman
and Pacific Island routes. Excluding the
adverse impact of foreign exchange,
RASK increased 2.5 percent.

International long-haul capacity increased
2.3 percent due to the new service into
Tokyo's Haneda Airport. Demand on
international long-haul routes remained
stable, with load factor declining 1.9
percentage points to 83.0 percent.

International long-haul RASK decreased
by 3.3 percent reflecting the capacity
growth into Japan as well as the
annualisation of competitive entrants in
the Asian and European markets. This
decline was partially offset by RASK
improvements on the North and South
American routes, driven by stronger
pricing dynamics and the stabilisation of
U.S. competitor capacity in the period.
Excluding the adverse impact of foreign
exchange, RASK declined by 2.0 percent.

Short-haul capacity grew 4.8 percent,
driven by increased frequency on New
Zealand domestic main trunk routes
including Auckland to Queenstown and
larger aircraft and increased frequency
on a number of Tasman and Pacific
Island routes. Demand grew by 6.2
percent, with load factor increasing

1.1 percentage points to 82.0 percent.
Short-haul RASK increased 5.3 percent,
and excluding the benefit of foreign
exchange, improved 5.2 percent, driven
by positive pricing dynamics.

Cargo revenue was $189 million, an
increase of $18 million or 10.5 percent.
Excluding the adverse impact of foreign
exchange, cargo revenue increased

10.7 percent. The increase was driven
by a 9.0 percent increase in volume and
1.7 percent increase in yield.

Contract services and other revenue was
$203 million, an increase of $5 million
or 2.5 percent on the prior period. The
increase reflected higher third-party
maintenance and ancillary revenue. There
was no impact from foreign exchange.

Operating Expenses

Operating expenditure increased by

$142 million on the prior period, an
increase of 7.5 percent. Excluding the
additional $72 million related to increased
fuel prices in the period, operating
expenditures increased 3.7 percent on

a 3.4 percent increase in ASKs and

a 5.5 percent increase in passengers.
Net foreign exchange did not have an
impact on total operating expenses.

Costs per ASK increased 4.0 percent

on the prior period to 9.16 cents per
ASK, driven by fuel price increases of
18 percent. Excluding the impact of

fuel price, Costs per ASK were flat, as
efficiencies achieved throughout the cost

base offset inflation. Economies of scale
and efficiencies contributed $33 million
in savings.

Labour costs were $635 million for the
period, an increase of $12 million or

1.9 percent on a 3.4 percent increase

in capacity. Activity and rate increases
were offset by productivity improvements.
Headcount increased by 34 full time
equivalent (FTE) between December
2016 and December 2017 to 10,896
FTE employees, a 0.3 percent increase.

Fuel costs were $470 million, increasing

by $80 million. The largest driver of the
increase was the average price of fuel,
which was 18 percent higher than the prior
period, resulting in a $72 million adverse
impact. Also contributing to the increase
was 1.8 percent growth in volume, net of
fleet efficiencies.

Aircraft operations, passenger services

and maintenance costs were $605 million,
an increase of $47 million or 8.4 percent
on the prior period. Increased capacity,
passenger numbers and price increases
drove increased aircraft operations and
passenger services expenses. Maintenance
expenditure increases were driven by higher
jet fleet engine costs and fleet growth.

Sales and marketing and other expenses
increased by $8 million or 2.7 percent,

due to increased loyalty programme activity,
commission volumes and property costs,
partially offset by lower advertising costs.

Depreciation, rental and lease expense
and funding costs increased by $12
million or 3.1 percent. Excluding the
impact of foreign exchange, the increase
was 2.9 percent, and was driven by
depreciation of new aircraft, higher digital
investment and lounge refurbishments.

The impact of foreign exchange rate
changes on the revenue and cost base
in the current financial period resulted
in an unfavourable foreign exchange
movement of $18 million. After taking
into account the $5 million improvement
in hedging, overall foreign exchange
had a net $13 million negative impact
on the Group result compared to the
prior period.

Share of Earnings of Associates

The share of equity earnings of associates
reflected $15 million of earnings from the
Christchurch Engine Centre, an increase
of $5 million from the prior period, driven
by continued growth in engine volumes.

Other Significant Items

In the prior period, there were other
significant items of $22 million, reflecting
a gain on the divestment of Virgin Australia.

9 March 2018, .::;'!'

Cash and Financial Position

Cash on hand at 31 December 2017 was
$1.3 billion, a decrease of $29 million
from 30 June 2017.

Operating cash flows increased $103
million or 27 percent, to $479 million,
reflecting an increase in cash operating
earnings and a strong working capital cash
flow as the business grows.

Net gearing, including capitalised aircraft
operating leases, increased 0.6 percentage
points to 52.4 percent. The increase
reflected the purchase of new aircraft
during the period.

A 2018 fully imputed interim ordinary
dividend has been declared of 11.0 cents
per share, an increase of 10 percent from
the prior period.

Capacity (ASKs)
@ 3.4%

Demand (RPKs)

@@ 2.7%
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Air New Zealand Group

Change in Profitability Statement of Financial Performance wnaudited

For the six months to 31 December 2017

The key changes in profitability, after isolating the impact of foreign exchange movements, 6 MONTHS TO 6 MONTHS TO
H * 31 DEC 2017 31 DEC 2016
are set out in the table below™: NOTES $M $M

Operating Revenue

Passenger revenue 2,337 2,215
Cargo 189 171
Contract services 83 80
December 2016 earnings before taxation Other revenue 120 118
3 2,729 2,684

Operating Expenditure
Labour (635) (623)
- Capacity increased by 3.4 percent from growth across the network due Fuel (470) (390)
Passenger capacity to the impact of a new Haneda route, increased widebody services across Maintenance (159) (147)
the Tasman and Pacific Islands network and domestic growth Aircraft operations (302) (278)
Passenger services (144) (133)
- Revenue per Available Seat Kilometre (RASK) improved 2.5 percent Salgs and marketing (174) (173)
excluding FX driven by strong demand on the Domestic and Tasman Foreign exchange losses (9 (14)
and Pacific Islands routes. Loads declined by 0.6 percentage points to Other expenses (135) (128)
82.5 percent (2,028) (1,886)
Passenger RASK - Long-haul RASK declined by 2.0 percent excluding FX. Loads declined Operating Earnings (excluding items below) 701 698
1.9 percentage points reflecting capacity growth Depreciation and amortisation (258) (249)
- Short-haul RASK improved by 5.2 percent excluding FX. Loads improved Rental and lease expenses (116) (118)
1.1 percentage points Earnings Before Finance Costs, Associates, Other Significant ltems and Taxation 327 338
Finance income 18 25
Cardo. contract services and other revenue - Increase in cargo, third party maintenance and ancillary revenue. Cargo Finance COStS. . . (37) (46)
9o v vent volumes increased by 9.0 percent and yields increased by 1.7 percent Share of earnings of associates (net of taxation) 2(a) 15 10
Earnings Before Other Significant Items and Taxation 323 327
Labour - Increased activity (net of improved productivity) arising from capacity Other significant items 2(b) = 22
growth and general rate increases Earnings Before Taxation 393 349
Taxation expense (91) (93)

- The average fuel price increased 18 percent compared to the prior year. . .

Fuel Consumption increased by 1.8 percent due to an increase in capacity Net Profit Attributable to Shareholders of Parent Company 232 256

offset by fleet efficiencies
Per Share Information:

Maintenance - Increased jet fleet maintenance and fleet growth Basic earnings per share (cents) i 228
Diluted earnings per share (cents) 20.4 22.6
Interim dividend declared per share (cents) 11.0 10.0
Aircraft operations and passenger services - Increased activity and price increases Net tangible assets per share (cents) 175 169

- Increased loyalty programme activity, commission volumes and higher

Sales and marketing and other expenses property costs offset by lower advertising costs

- Increase in depreciation reflecting delivery of new aircraft, higher digital

Depreciation, lease and funding costs investment and lounge refurbishments

- Net unfavourable impact of currency movements on revenue and costs

Netimpact of foreign exchange movements offset by a decrease in foreign exchange hedging losses

Share of earnings of associates - Improved earnings from Christchurch Engine Centre

Other significant items - Prior year gain on Virgin Australia divestment

December 2017 earnings before taxation

These condensed financial statements have not been audited. They have been the subject of review by the auditor pursuant to NZ SRE 2410
Review of Financial Statements Performed by the Independent Auditor of the Entity, issued by the External Reporting Board. The accompanying
“ The numbers referred to in the Financial Commentary on the previous page have not isolated the impact of foreign exchange. notes form part of these financial statements.
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Air New Zealand Group

Statement of Comprehensive Income wnaudited)

For the six months to 31 December 2017

Net Profit for the Period

Other Comprehensive Income:
Items that will not be reclassified to profit or loss:
Actuarial losses on defined benefit plans

Total items that will not be reclassified to profit or loss

Items that may be reclassified subsequently to profit or loss:
Changes in fair value of cash flow hedges

Transfers to net profit from cash flow hedge reserve

Net translation gain on investment in foreign operations
Changes in cost of hedging reserve

Taxation on above reserve movements

Total items that may be reclassified subsequently to profit or loss
Total Other Comprehensive Income for the Period, Net of Taxation

Total Comprehensive Income for the Period, Attributable to Shareholders
of the Parent Company

6 MONTHS TO
31 DEC 2017
$M

232

72
(23)

10
(15)
44

44

276

6 MONTHS TO
31 DEC 2016
$M

256

@
@

114
14

(28)
74
72

328

These condensed financial statements have not been audited. They have been the subject of review by the auditor pursuant to NZ SRE 2410,

issued by the External Reporting Board. The accompanying notes form part of these financial statements.

Statement of Changes in Equity wnaudited)

For the six months to 31 December 2017

Balance as at 1 July 2017

Net profit for the period
Other comprehensive income for the period

Total Comprehensive Income for the Period

Transactions with Owners:
Equity-settled share-based payments
Equity settlements of long-term
incentive obligations

Dividends on Ordinary Shares

Total Transactions with Owners

Balance as at 31 December 2017

Balance as at 1 July 2016

Net profit for the period
Other comprehensive income for the period

Total Comprehensive Income for the Period

Transactions with Owners:
Equity-settled share-based payments
Equity settlements of long-term
incentive obligations

Dividends on Ordinary Shares

Total Transactions with Owners

Balance as at 31 December 2016

NOTES

2(d)

2(e)

NOTE

2(d)

SHARE
CAPITAL
$M

an

(15)
2,223

SHARE
CAPITAL
$™M

2,262

()

)
2,245

HEDGE
RESERVES
$M

52

HEDGE
RESERVES
$M

)

73
73

64

FOREIGN
CURRENCY
TRANSLATION
RESERVE

$M

(15)

FOREIGN
CURRENCY
TRANSLATION
RESERVE

$M

(15)

1
1

(14)

GENERAL
RESERVES
$™M

(245)

232

232

(124)
(124)
(137)

GENERAL
RESERVES
$M

(120)

256
()

264

(393)
(393)
(259)

1,986

232
44

276

an
(124)

(139)
2,123

TOTAL
EQUITY
$M

2,108

256
72

328

9
(393)

(400)
2,036

These condensed financial statements have not been audited. They have been the subject of review by the auditor pursuant to NZ SRE 2410,
issued by the External Reporting Board. The accompanying notes form part of these financial statements.
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Air New Zealand Group

Statement of Financial Position «wnauditeq)

As at 31 December 2017

Current Assets

Bank and short term deposits
Trade and other receivables
Inventories

Derivative financial assets
Income taxation

Other assets

Total Current Assets

Non-Current Assets

Trade and other receivables
Property, plant and equipment
Intangible assets

Investments in other entities
Other assets

Total Non-Current Assets

Total Assets

Current Liabilities

Trade and other payables
Revenue in advance
Interest-bearing liabilities
Derivative financial liabilities
Provisions

Income taxation

Other liabilities

Total Current Liabilities

Non-Current Liabilities
Revenue in advance
Interest-bearing liabilities
Provisions

Other liabilities

Deferred taxation

Total Non-Current Liabilities
Total Liabilities

Net Assets

Equity
Share capital
Reserves

Total Equity

7

Tony Carter, CHAIRMAN

For and on behalf of the Board, 22 February 2018.

/%@é WO

{/ y

31 DEC 2017
NOTES $M

1,340
476
86
87
10
a1

2,040

118

4,990

162

2(a) 105
187

5,562
7,602

521

1,202

2(c) 360
44

12

235
2,474

190
2(c) 2,353
153

23

286

3,005
5,479
2,123

2(d) 2,223
2(e) (100)

2,123

Jan Dawson, DEPUTY CHAIRMAN

30 JUN 2017
$M

1,369
386
86

19

27
1,887

120
4,745
149
95
175

5,284
7171

462
1177
317
65
87
36
261

2,405

184
2,197
183
23
193

2,780
5,185
1,986

2,238
(252)

1,986

These condensed financial statements have not been audited. They have been the subject of review by the auditor pursuant to NZ SRE 2410,
issued by the External Reporting Board. The accompanying notes form part of these financial statements.

Statement of Cash Flows (wnaudited)

For the six months to 31 December 2017

Cash Flows from Operating Activities
Receipts from customers

Payments to suppliers and employees
Income tax paid

Interest paid

Interest received

Net Cash Flow from Operating Activities

Cash Flows from Investing Activities

Disposal of property, plant and equipment, intangibles and assets held for resale

Disposal of investments in quoted equity instruments
Interest-bearing asset receipts

Distribution from associates

Acquisition of property, plant and equipment and intangibles
Acquisition of quoted equity instruments

Interest-bearing asset payments

Net Cash Flow from Investing Activities

Cash Flows from Financing Activities
Interest-bearing liabilities drawdowns

Equity settlements of long-term incentive obligations
Interest-bearing liabilities payments

Rollover of foreign exchange contracts”

Dividends on Ordinary Shares

Net Cash Flow from Financing Activities

Decrease in Cash and Cash Equivalents
Cash and cash equivalents at the beginning of the period

Cash and Cash Equivalents at the End of the Period

Reconciliation of Net Profit Attributable to Shareholders to Net Cash Flows
from Operating Activities:
Net profit attributable to shareholders
Plus/(less) non-cash items:
Depreciation and amortisation
Share of earnings of associates
Movements on fuel derivatives
Changes in fair value of investments in quoted equity instruments
Other non-cash items

Net working capital movements:
Assets
Revenue in advance
Liabilities

Net Cash Flow from Operating Activities

6 MONTHS TO
31 DEC 2017
NOTES $M

2,657
(2,113)
(52)
(32)
19

479

20

(513)

(12)
(498)

307

2(d) 17)
(175)

7 (130)
(10)

(29)
1,369

1,340

232

258
2(a) (15)
14
2(b) =
5

494
(105)

31
59

(15)
479

*Relates to gains/losses on rollover of foreign exchange contracts that hedge exposures in other financial periods.

6 MONTHS TO
31 DEC 2016
$M

2,567
(2,090)
(88)
(89)
26

376

31
68
137

(639)
(23)
(13)

(435)

512
©)
(303)
(85)
(412)

(247)

(306)
1,694

1,288

266

242
(10)
(22)

470

(67)
(5)
(32)

(94)
376

These condensed financial statements have not been audited. They have been the subject of review by the auditor pursuant to NZ SRE 2410,
issued by the External Reporting Board. The accompanying notes form part of these financial statements.
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Air New Zealand Group

Condensed Notes to the Financial Statements wnaudited)

As at and for the six months to 31 December 2017

1. Financial Statements

The parent company, Air New Zealand Limited, is a profit-oriented entity, domiciled in New Zealand, registered under the Companies
Act 1993 and listed on the New Zealand and Australian Stock Exchanges. The Company is a FMC Reporting Entity under the Financial
Markets Conduct Act 2013 and the Financial Reporting Act 2013.

Air New Zealand prepares its condensed Group interim financial statements (“financial statements”) in accordance with New Zealand
Generally Accepted Accounting Practice (‘NZ GAAP”). NZ GAAP consists of New Zealand equivalents to International Financial
Reporting Standards (“NZ IFRS”) and other applicable financial reporting standards as appropriate to profit-oriented entities. These
financial statements comply with NZ IFRS and International Financial Reporting Standards (“IFRS").

The financial statements should be read in conjunction with the Annual Report for the year ended 30 June 2017.

The accounting policies and computation methods used in the preparation of the financial statements are consistent with those used as
at 30 June 2017 and 31 December 2016. Where necessary, comparative information has been reclassified to achieve consistency
in disclosure with the current period.

NZ IFRS 15 — Revenue from Contracts with Customers becomes effective for annual reporting periods commencing on or after

1 January 2018, and is not expected to have an impact on the financial statements other than reclassifications and additional disclosures.
Reclassifications in the six month comparative period to 31 December 2017 are expected to result in an increase in Passenger revenue
of $3 million, a decrease in Other revenue of $10 million and a decrease in Sales and marketing expense of $7 million.

These financial statements have not been audited. The financial statements comply with NZ IAS 34: Interim Financial Reporting and
IAS 34: Interim Financial Reporting and have been the subject of review by the auditor, pursuant to NZ SRE 2410 Review of Financial
Statements Performed by the Independent Auditor of the Entity, issued by the External Reporting Board.

2. General Disclosures

Group composition

(a) The Group has a 49% interest in the Christchurch Engine Centre (“CEC”) which is recognised as an investment in associate and
a 51% interest in ANZGT Field Services LLC which is recognised as an investment in joint ventures. The Group’s share of equity
accounted earnings from the CEC was $15 million (31 December 2016: $10 million). Prior to 29 September 2017 the Group
accounted for the investment in 11Ants Analytics Group Limited as a joint venture. On this date the Group acquired the remaining
50% interest for $8bk and accounted for the entity as a wholly owned subsidiary.

Other significant items

(b) Prior to October 2016 the Group held an investment in Virgin Australia which was held at fair value with changes in fair value being
recognised through earnings. The fair value movement of these shares from 30 June 2016 to the date of disposal was $22 million.

Interest-bearing liabilities

(c) Interest-bearing liabilities are recognised initially at fair value and subsequently measured at amortised cost. The fair value of
interest-bearing liabilities as at 31 December 2017 is $2,673 million (30 June 2017: $2,458 million). All secured borrowings are
secured over aircraft and are subject to both fixed and floating interest rates. Fixed interest rates were 1.0 percent in the six months
to 31 December 2017 (six months to 31 December 2016: 1.0 percent). Finance lease liabilities are secured over aircraft or aircraft
related assets and are subject to both fixed and floating interest rates. Fixed interest rates ranged from 0.7% to 3.4% in the six months
to 31 December 2017 (six months to 31 December 2016: 0.7% to 3.4%). Unsecured bonds have a fixed interest rate of 4.25%.

Share capital

(d) During the six months ended 31 December 2017 the Group funded the purchase on-market of 4,932,709 shares for $17 million
(31 December 2016: 4,433,313 shares for $9 million). The shares were used to settle obligations under long-term incentive plans.
The total cost of the purchase including transaction costs has been deducted from Share Capital.

Hedge reserves

(e) As at 31 December 2017, $57 million of gains (30 June 2017: $22 million of gains) were held in the cash flow hedge reserve and
$5 million of losses (30 June 2017: $13 million of losses) were held in the costs of hedging reserve. These reserves are combined
within the Statement of Movements in Equity as “Hedge reserves”.

Condensed Notes to the Financial Statements wnauditeq)

As at and for the six months to 31 December 2017

3. Segmental Information

Air New Zealand operates predominantly in one segment, its primary business being the transportation of passengers and cargo on an
integrated network of scheduled airline services to, from and within New Zealand. Resource allocation decisions across the network are
made to optimise the consolidated Group’s financial result.

6 MONTHS TO 6 MONTHS TO
31 DEC 2017 31 DEC 2016

$™ $M
Analysis of revenue by geographical region of original sale
New Zealand 1,677 1,582
Australia and Pacific Islands 353 315
United Kingdom and Europe 131 135
Asia 230 2924
America 338 328
Total Operating Revenue 2,729 2,684

The principal non-current asset of the Group is the aircraft fleet which is registered in New Zealand and employed across the worldwide
network. Accordingly, there is no reasonable basis for allocating the assets to geographical segments.

4. Capital Commitments

31 DEC 2017 30 JUN 2017
$M $M

Aircraft and engines 1,384 1,637
Other assets 5 10
1,389 1,647

Commitments as at reporting date include one Boeing 787-9 aircraft (delivery in the 2019 financial year), seven Airbus A321 NEOs
and six Airbus A320 NEOs (delivery from 2019 to 2022 financial years) and twelve ATR72-600s (delivery from 2018 to 2020 financial
years). In February 2018 the Group agreed to convert three Airbus A320 NEOs to A321 NEOs which is reflected in the above table.

5. Operating Lease Commitments

31 DEC 2017 30 JUN 2017
Y $M

Aircraft Leases Payable*

Not later than 1 year 160 160
Later than 1 year and not later than 5 years 425 433
Later than 5 years 179 192
764 785
Property Leases Payable
Not later than 1 year 49 43
Later than 1 year and not later than 5 years 144 109
Later than 5 years 113 70
306 222

“Includes lease commitments for five Airbus A320/321 NEO aircraft due to be delivered in the 2019 and 2020 financial years and one
Boeing 787-9 aircraft due to be delivered in the 2019 financial year.
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Air New Zealand Group

Condensed Notes to the Financial Statements (wnauditea)

As at and for the six months to 31 December 2017

6. Contingent Liabilities

All significant legal disputes involving probable loss that can be reliably estimated have been provided for in the financial statements.
There are no contingent liabilities for which it is practicable to estimate the financial effect.

Allegations of anti-competitive conduct in the air cargo business in Hong Kong and Singapore were the subject of proceedings by
the Australian Competition and Consumer Commission (ACCC). Following two appeals of an initial judgment finding in favour of

Air New Zealand, the High Court released its judgment on 14 June 2017 finding in favour of the ACCC. The level of penalty will be
referred to the Federal Court for determination. An allowance for the estimated level of the penalty and costs has been made in the
financial statements.

No other significant contingent liability claims are outstanding at balance date.
Outstanding letters of credit and performance bonds total $34 million (30 June 2017: $32 million).

The Group has a partnership agreement with Pratt and Whitney in which it holds a 49% interest in the CEC. By the nature of the agreement,
joint and several liability exists between the two parties. Total liabilities of the CEC are $131 million (30 June 2017: $121 million).

7. Dividends

On 21 February 2018, the Board of Directors declared an interim dividend of 11.0 cents per Ordinary Share payable on 16 March
2018 to registered shareholders at 9 March 2018. The total dividend payable will be $124 million. Imputation credits will be attached
and supplementary dividends paid to non-resident shareholders. The dividend has not been recognised in the December 2017 interim
financial statements.

A final dividend in respect of the 2017 financial year of 11.0 cents per Ordinary Share was paid on 18 September 2017. Imputation
credits were attached and supplementary dividends paid to non-resident shareholders.

The dividend reinvestment plan is currently suspended.

Independent Review Report Deloitte.

To the shareholders of Air New Zealand Limited

We have reviewed the condensed Group interim financial statements of Air New Zealand Limited (“the Company”) and its subsidiaries

(“the Group”) on pages 7 to 14, which comprise the Statement of Financial Position as at 31 December 2017, and the Statement of Financial
Performance, Statement of Comprehensive Income, Statement of Changes in Equity and Statement of Cash Flows for the six months ended
on that date, and condensed notes to the interim financial statements.

This report is made solely to Air New Zealand Limited’s shareholders, as a body. Our review has been undertaken so that we might state to
Air New Zealand Limited’s shareholders those matters we are required to state to them in a review report and for no other purpose. To the
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than Air New Zealand Limited’s shareholders as
a body, for our engagement, for this report, or for the opinions we have formed.

Directors’ Responsibilities

The directors are responsible on behalf of the Group for the preparation and fair presentation of the condensed Group interim financial
statements, in accordance with NZ IAS 34: Interim Financial Reporting and IAS 34: Interim Financial Reporting and for such internal control
as the Board of Directors determine is necessary to enable the preparation and fair presentation of the condensed Group interim financial
statements that are free from material misstatement, whether due to fraud or error.

The directors are also responsible for the publication of the condensed Group interim financial statements, whether in printed or electronic form.

Our Responsibilities

The Auditor-General is the auditor of the Group pursuant to section 5(1)(f) of the Public Audit Act 2001. Pursuant to section 32 of the Public
Audit Act 2001, the Auditor-General has appointed me, Peter Gulliver, using the staff and resources of Deloitte Limited, to carry out the annual
audit of the Group.

Our responsibility is to express a conclusion on the condensed Group interim financial statements based on our review. We conducted our
review in accordance with NZ SRE 2410 Review of Financial Statements Performed by the Independent Auditor of the Entity (NZ SRE 2410).
NZ SRE 2410 requires us to conclude whether anything has come to our attention that causes us to believe that the condensed Group interim
financial statements, taken as a whole, are not prepared, in all material respects, in accordance with NZ IAS 34: Interim Financial Reporting
and IAS 34: Interim Financial Reporting. As the auditor of Air New Zealand Limited, NZ SRE 2410 requires that we comply with the ethical
requirements relevant to the audit of the annual financial statements.

A review of the condensed Group interim financial statements in accordance with NZ SRE 2410 is a limited assurance engagement. The
auditor performs procedures, primarily consisting of making enquiries, primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. The procedures performed in a review are substantially less than those performed in an
audit conducted in accordance with International Standards on Auditing (New Zealand). Accordingly we do not express an audit opinion on the
condensed Group interim financial statements.

In addition to this review and the audit of the Group annual financial statements, we have carried out engagements in the areas of other
assurance and non-assurance services which are compatible with the independence requirements of the Auditor-General's Auditing
Standards, which incorporate the independence requirements of Professional and Ethical Standard 1 (Revised): Code of Ethics for Assurance
Practitioners issued by the New Zealand Auditing and Assurance Standards Board. In addition to these engagements, principals and
employees of our firm deal with the Group on normal terms within the ordinary course of trading activities of the Group. These engagements
and trading activities have not impaired our independence as auditor of the Group. Other than this review, the audit of the Group annual
financial statements and these engagements and trading activities, we have no relationship with, or interests in, the Group.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the condensed Group interim financial statements do not
present fairly, in all material respects, the financial position of the Group as at 31 December 2017 and of its financial performance and its cash
flows for the six months ended on that date in accordance with NZ IAS 34: Interim Financial Reporting and IAS 34: Interim Financial Reporting.

P

Peter Gulliver, Partner
for Deloitte Limited
On behalf of the Auditor-General

22 February 2018
Auckland, New Zealand

Shareholder Enquiries

Shareholder Communication

Air New Zealand's investor website www.airnzinvestor.co.nz
provides shareholders with information on monthly operating
statistics, financial results, stock exchange releases, corporate
governance, annual meetings, investor presentations, important
dates and contact details. Shareholders can also view webcasts
of key events from this site.

Shareholders who would like to receive electronic news updates
can register online at www.airnzinvestor.co.nz or email Investor
Relations directly on investor@airnz.co.nz.

Share Registrar

Link Market Services Limited

Level 11, Deloitte House

80 Queen Street, Auckland, 1010, New Zealand
PO Box 91976, Auckland 1142, New Zealand

Phone: (64 9) 375 5998 (New Zealand)
(61) 1300 554 474 (Australia)
Fax: (64 9) 375 5990

Email: enquiries@linkmarketservices.co.nz

Investor Relations
Private Bag 92007
Auckland 1142, New Zealand

Phone: 0800 22 22 18 (New Zealand)
(64 9) 336 2607 (Overseas)

Fax: (64 9) 336 2664
Email: investor@airnz.co.nz
Website: www.airnzinvestor.com
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Name of Listed Issuer:

AIR NEW ZEALAND LIMITED

Results for announcement to the market

Reporting Period

Previous Reporting Period

6 months to 31 December 2017
6 months to 31 December 2016

Amount $NZ'm Percentage change
Revenue from ordinary activities (including finance income) 2,747 5.3%
Profit from ordinary activities after tax attributable to security holders 232 (9.4)%
Net profit attributable to security holders 232 (9.4)%

Dividend Amount per security Imputed amount per
(NZ cents) security
Interim dividend* 11.0 4.28
* Interim dividend was declared on 21 February 2018.

Details of interim dividend

Record Date for Interim Dividend 9-Mar-18

Payment Date for Interim Dividend 16-Mar-18
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PRELIMINARY HALF YEAR REPORT ANNOUNCEMENT
AIR NEW ZEALAND LIMITED
Half Year Ended 31 December 2017 (referred to in this report as the "current half year")

2.1 Details of the reporting period and the previous corresponding period

This report is for the half year ended 31 December 2017 and should be read in conjunction with the most recent annual
financial report. Comparatives are in respect of the half year ended 31 December 2016.

2.2 Information prescribed by NZX
Refer to "Results for announcement to the market".

2.3 The following information, which must be presented in whatever way the Issuer considers is the most clear and
helpful to users, e.g. combined with notes to the financial statements or set out separately.

(a) A Statement of Financial Performance
Refer to the Interim Financial Statements.

(b) A Statement of Financial Position
Refer to the Interim Financial Statements.

(c) A Statement of Cash Flows
Refer to the Interim Financial Statements.

(d) Details of individual and total dividends or distributions and dividend or distribution payments. The details must
include the date on which each dividend or distribution is payable and (if known) the amount per security of foreign
sourced dividends or distributions.

On 21 February 2018, the Board of Directors declared an interim dividend of 11.0 cents per Ordinary Share payable on
16 March 2018 to registered shareholders at 9 March 2018. The total dividend payable will be $124 million. Imputation
credits will be attached and supplementary dividends paid to non-resident shareholders. The dividend has not been
recognised in the December 2017 interim financial statements.

A final dividend in respect of the 2017 financial year of 11.0 cents per Ordinary Share was paid on 18 September 2017.
Imputation credits were attached and supplementary dividends paid to non-resident shareholders.

e | N2
Distributions recognised
Final dividend for 2017 financial year on Ordinary Shares 124 11.0
Distributions paid
Final dividend for 2017 financial year on Ordinary Shares 130 11.0

*The difference between distributions recognised and paid relates to supplementary dividends.

(e) Details of any dividend or distribution reinvestment plans in operation and the last date for the receipt of an
election notice for participation in any dividend or distribution reinvestment plan.

The dividend reinvestment plan is currently suspended.

(f) Net tangible assets per security with the comparative figure for the previous corresponding period

Current Previous
Half Year Corresponding
(NZ Cents Per Share) Half Year
Ordinary Shares 175 169

Air New Zealand Limited
Page 1 NZX Preliminary Interim Report



PRELIMINARY HALF YEAR REPORT ANNOUNCEMENT

AIR NEW ZEALAND LIMITED

Half Year Ended 31 December 2017 (referred to in this report as the "current half year")

(g) Details of entities over which control has been gained or lost during the period

Entities over which control has been gained

Entity Name

Date of control

11Ants Analytics Group Limited

29-Sep-17

(h) Details of associates and joint ventures:

Parts (i) to (iii)

% Held Contributions to Net
% Held o Contributions to Net Profit
Previous ) .
Current Correspondin Profit Previous
Half Year P ¢ Current Half Year Corresponding
Name Half Year
Half Year
$NZ'm $NZ'm
Associate
Christchurch Engine Centre (CEC)* 49% 49% 15 10
Joint Venture
ANZGT Field Services LLC 51% 51% - -
11Ants Analytics Group Limited™* N/A 50% - -

*The CEC is operated in partnership with Pratt and Whitney.

**The Group gained control of 11Ants Analytics Group Limited on 29 September 2017, therefore the contribution to
profit for the current half year is to the period to 29 September 2017.

3.1 Basis of preparation

This report has been compiled in accordance with New Zealand Generally Accepted Accounting Practice ("NZ GAAP").
NZ GAAP consists of New Zealand equivalents to International Financial Reporting Standards ("NZ IFRS") and other
applicable financial reporting standards as appropriate to profit-oriented entities.

3.2 Accounting policies
Refer to Note 1 of the Interim Financial Statements.

3.3 Changes in accounting policies
There have not been any accounting policy changes during the period.

3.4 Audit Review Report
A copy of the review report is attached at the back of the Interim Financial Statements.

3.5 Additional information
Not applicable.

This half year report was approved by the Board of Directors on 22 February 2018.

e T 4

Tony Carter
Chairman

Air New Zealand Limited
Page 2 NZX Preliminary Interim Report



APPENDIX 7 — NZSX Listing Rules

Notice of event affecting securities

NZSX Listing Rule 7.12.2. For rights, NZSX Listing Rules 7.10.9 and 7.10.10.

EMAIL: announce@nzx.com |

Number of pages including this one

(Please provide any other relevant|
details on additional pages)

For change to allotment, NZSX Listing Rule 7.12.1, a separate advice is required.

Full name
of Issuer

|Air New Zealand Limited

Name of officer authorised to

make this notice |Karen Clayton

Authority for event,
e.g. Directors' resolution

|Directors' Resolution |

Contact phone Contact f;
P 64 21 046 8469 ontactfax 164 9 336 2667 21/ 02 / 2018

number number Date

Nature of event Bonus If ticked, Rights Issue

Tick as appropriate Issue I:l state whether: Taxable I:l / Non Taxable I:l Conversion I:l Interest I:l Renouncable I:l
Rights Issue Capital Call Dividend  If ticked, state Full
non-renouncablej change |:| I:l IX whether: Interirdz Year I:l SpeciaZl DRP Applies I:l

EXISTING securities affected by this If more than one security is affected by the event, use a separate form.

Description of the . ISIN

P |Ord|nary Shares | |NZAIREOOO1S2 |

class of securities

If unknown, contact NZX

Details of securities issued pursuant to this event

If more than one class of security is to be issued, use a separate form for each class.

Description of the
class of securities

| ISIN | |

If unknown, contact NZX

Number of Securities to
be issued following event

Minimum
Entitlement

p— T Y —

Conversion, Maturity, Call
Payable or Exercise Date

| Treatment of Fractions | |

Enter N/A if not
applicable

Strike price per security for any issue in lieu or date
Strike Price available.

Tick if provide an
pari passu OR  explanation
| of the
ranking

Monies Associated with Event

Dividend payable, Call payable, Exercise price, Conversion price, Redemption price, Application money.

In dollars and cents
| Source of

Amount per security Payment

(does not include any excluded incomJ $0'1 10

Excluded income per security

(only applicable to listed PIEs)

Supplementary Amount per security
Currency | NZ Dollars | dividend in dollars and cents $0'01 9412
details -
. NZSX Listing Rule 7.12.7
) $123.5 million 9 Date Payable 16 March 2018

Total monies
Taxation Amount per Security in Dollars and cents to six decimal places
In the case of a taxable bonus N/A Resident $0.007639 | Imputation Credit] $0.042778

issue state strike price

Withholding Tax (Give details)

Foreign
Withholding Tax

s |

FDP Credits
(Give details)

Timing (Refer Appendix 8 in the NZSX Listing Rules)

Record Date 5pm
For calculation of entitlements -

Application Date
Also, Call Payable, Dividend /

|9 March 2018

Interest Payable, Exercise Date,
Conversion Date.

16 March 2018 |

Notice Date
Entitlement letters, call notices,

Allotment Date
For the issue of new securities.

conversion notices mailed

|N/A

Must be within 5 business days
of application closing date.

N/A |

OFFICE USE ONLY
Ex Date:

Commence Quoting Rights:

Cease Quoting Rights 5pm:
Commence Quoting New Securities:
Cease Quoting Old Security 5pm:

Security Code:

NZX ¥

Security Code:
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