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Air China Limited Announces 2012 Annual Results
Hong Kong – March 26, 2013 — Air China Limited (“Air China” or “the Company,” together with its subsidiaries, collectively “the Group”) (HKEX: 00753; LSE: AIRC; SSE: 601111: ADR OTC: AIRYY), today announced its results
 for the 12 months ended December 31, 2012 (“the Period”).

Results Highlights
· Turnover was RMB100.84 billion, a year-on-year increase of 2.47% 

· Operating expenses were RMB92.63 billion, a year-on-year increase of 0.52% 

· Jet fuel cost was RMB35.64 billion, representing a year-on-year increase of 2.69% 
· Profit attributable to shareholders was RMB4.64 billion, representing a year-on-year decrease of 34.53% 

· Earnings per share was RMB0.38, a year-on-year decrease of 34.38%

Demand in the aviation industry in 2012 continued to be weak as a result of the slow recovery of the U.S. economy, the on-going European debt crisis and the global recession. Escalating operating costs from high jet fuel price and the intensifying competition added to the challenges faced by the industry. The Group adhered to a strategy of sustainable development and steady and prudent operation and proactively adjusted its routes and capacity deployment, consolidated its external and internal resources, improved its management standard and service quality effectively responding to market changes. All these efforts have helped the Group to maintain its leading position in the market. 
Financial Highlights
In 2012, the Group recorded a turnover of RMB100.84 billion, representing an increase of 2.47% over the same period last year. 
Passenger revenue was RMB86.90 billion, a year-on-year increase of 4.06%. Cargo revenue was RMB8.42 billion, a year-on-year decline of 14.36%. 
Operating expenses increased by 0.52% to RMB92.63 billion, up from RMB92.15 billion reported in 2011. Jet fuel cost, which remained the single largest cost for the Group, accounted for 38.47% of the operating expenses and increased by 2.69% year-on-year. The increase in jet fuel cost was mainly due to an increase of flights and a higher jet fuel price than the corresponding period of the previous year.
The Group recorded an operating profit of RMB8.21 billion during the period, a year-on-year increase of 31.16%. Profit attributable to shareholders decreased by 34.53% from RMB7.08 billion to RMB4.64 billion.
The Board recommends the payment of a final dividend of RMB0.59 per 10 shares for the year ended 31 December 2012, totaling a dividend payment of approximately RMB777 million. A resolution for the dividend payment will be submitted for consideration at the 2012 annual general meeting of the Company. 
Business Review
Passenger Services
During the Period, the Group carried a total of 72.42 million passengers, a year-on-year increase of 3.92%. Passenger capacity, measured by Available Seat Kilometers (ASK), rose by 6.47% to 161.38 billion. Capacity for domestic, international and regional routes increased by 7.05%, 4.35% and 12.09% respectively. Overall passenger traffic, measured by Revenue Passenger Kilometers (RPK), increased by 5.09% to 129.77 billion. Traffic on domestic, international and regional routes increased by 4.74%, 5.08% and 10.77% respectively. Passenger load factor improved to 80.41%, a year-on-year decrease of 1.06 percentage points. Yield per RPK was RMB0.67, down by 1.47% over 2011.
In 2012, the Company recorded a steady increase in passenger operations during the record period by managing its capacity deployment dynamically in response to market conditions. The Company capitalized on the recovery in the U.S. market and increased capacity deployment on the U.S. routes while managing overall deployment on our European routes in view of the endured recession in the European economy. The Company had also reduced the capacity on the Japanese routes and re-deployed such capacity to markets with a higher demand. With regards to domestic operation, the Company fortified its base-hub advantage and increased the deployment of wide-body aircraft on domestic routes, resulting in the strengthened compatibility of capacity, market, aircraft and route. 
The Company strived to expand its revenue from premium class, e-commerce and frequent flyers by enhancing its sales and marketing management, and diversifying its marketing strategy. During the Period, revenue from first and business class cabins grew 9% year-on-year. Additionally, revenue from e-commerce, corporate customers and frequent flyers achieved year-on-year increase of 13%, 11% and 9% respectively. Revenue contribution from Star Alliance carriers rose by 8% compared to 2011.
The Company continued to promote its hub network strategy and the competitiveness of its hubs enhanced steadily. The operations at the Beijing hub continued to expand. The Company launched new services and increased the frequency of existing services on a number of international and domestic routes, and further expanded its network and enhanced its operation control capability. The number of transfer passengers at the Beijing hub reached 4.48 million during the year together with a significant increase in the number of international transit passengers. The Company added 56 slots per week at the Chengdu hub. New routes were also introduced, including Chengdu – Kathmandu and Chengdu – Mumbai routes, and the number of cities serviced by the Chengdu hub reached 61. At the Shanghai international gateway, the Company focused on optimisation of fleet and routes. Gradual improvement in the support capabilities such as maintenance, operation support and service was achieved. 
The Company continued to optimise its fleet structure. During the year, 32 aircraft were introduced and 19 aircraft were retired. The number of wide-body aircraft introduced was 13, which are primarily used on international long-haul routes and major domestic routes. As at 31 December 2012, the Company operated a fleet of 301 aircraft with an average age of 6.65 years. Passenger routes reached 284, including 72 international, 15 regional and 197 domestic. The Company’s network covered 29 countries and regions globally and 145 cities, including 45 international, 4 regional and 96 domestic cities.
The Company continued to strengthen strategic partnership with its associated corporations and promote the business synergy among the member airlines. During the year, the Company moved ahead in strengthening collaboration with Cathay Pacific and established a joint venture company, Shanghai International Airport Services Co., Limited, with Cathay Pacific and the Shanghai Airport Authority. The Company’s presence in Star Alliance was enhanced with the membership upgraded to a Class I Member from Class 2 Member and it also made a recommendation for Shenzhen Airlines to become a member of Star Alliance successfully. The Company’s collaboration with Shenzhen Airlines continued to deepen in various areas, including sales and marketing, frequent flyer programme, maintenance, information technology and central procurement, which further developed the synergy. The Company continued to strengthen influence in the regional market and have completed the preparation work for establishing Air China Inner Mongolia Airlines.
The Company improved service quality to enhance passengers’ experience. In 2012, the Company put its focus on enhancing service management system and standardizing products, service and management process, further optimising one-stop service system. The company improved the efficiency in communication with passengers by launching protocols for managing passengers’ feedback. Also, the Company upgraded hardware facilities and integrated the convenience brought by state of the art technology into its services. All of these measures improved the passengers’ experience and enhanced their satisfaction. During the reporting period, the number of PhoenixMiles members increased by 8.23 million to 25.65 million. 
Cargo Services

In 2012, Air China Cargo faced unprecedented challenges due to the weak international air cargo market and the decline in demand in the Chinese air cargo market. During the year, the AFTK and RFTK of Air China Cargo reached 8,466 million and 5,007 million, representing a year-on-year increase of 3.58%, and 3.28%, respectively. The cargo and mail load factor decreased by 0.17 ppts to 59.14%. The cargo yield decreased by 6.15% to RMB1.68. 
Air China Cargo responded to the challenging operating environment by controlling freighters capacity deployment, optimising the cargo routes network and introducing new routes such as Shanghai – Amsterdam and Zhengzhou – Chicago routes. Air China Cargo also carried out marketing initiatives to increase the sale of bellyhold spaces alongside the increase of passenger flights. All these measures played a positive role in improving the cargo operation and minimising its losses. 
Outlook
Mr. Wang Changshun, Chairman of Air China said, “In 2013, notwithstanding the steady recovery in the global economy, the shadows of the European debt crisis have not subsided and the structural consolidation of the PRC domestic economy is at an important transition. The global aviation industry will face pressures from the slowdown of capacity growth, the accelerating adjustments in the industrial landscape and intensifying competition, among others. However, benefiting from the continuous growth and economic transitions of Chinese economy, the growth of aviation market in the PRC will exceed its GDP growth, making it remain to be the market with the highest potential of development globally. The Group will continue to implement its strategy effectively on the subject of adopting international best practices, exercising refined management, conforming to standards and realising comprehensive information technology coverage. We will be dedicated to building a world-class airline with the best safety records, service quality, as well as the highest efficiency and delivering better performance to our shareholders and the community.” 
-End-
About Air China
Air China Limited (Air China) is the national flag carrier of China and a leading provider of passenger, air cargo and airline-related services and products in China. Its operational headquarters is in Beijing, a major domestic and international hub in China. It also provides airline-related services, including aircraft maintenance, ground handling services in Beijing, Chengdu, and other locations. As at 31 December 2012, the Company operated a fleet of 301 aircraft with an average age of 6.65 years. Passenger traffic routes have reached to 284 routes, including 72 international, 15 regional and 197 domestic routes. The Company’s network covered 29 countries and regions globally and 145 cities, including 45 international, 4 regional and 96 domestic cities. Air China was listed on Hong Kong Stock Exchange and London Stock Exchange on December 15, 2004 under codes 00753 and AIRC respectively. On August 18, 2006, Air China was listed on Shanghai Stock Exchange under code 601111. For further details, please visit Air China’s website: www.airchina.com.cn.
Safe Harbor Statement
This press release contains projections and forward-looking statements that reflect the company’s current views with respect to future events and financial performance. These views are based on current assumptions which are subject to various risks and which may change over time. No assurance can be given that future events will occur that projections will be achieved, or that the company’s assumptions are correct. Actual results may differ materially from those projected.
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� All figures are stated under the International Financial Reporting Standards (“IFRS”)
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