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During the reporting period, global economy significantly fluctuated,
coupled with deteriorating European debt crisis. Developed
economies grew slowly, the growth of emerging economies
generally slowed down, and international aviation market remained
sluggish. Although Chinese economy maintained a relatively
fast growth, the growth rate has gradually dropped due to the
various factors including the challenging international economy
situation and domestic macro-control measures. The growth rate
of the domestic aviation market also slowed down. Besides, the
intense competition, surging oil price and fluctuating exchange
rate between US dollars and RMB adversely affected the operating
results of airlines. Responding to the complicated domestic and
international environment, the Company considerably enhanced
its operation management to lift up efficiency, continued to push
forward the strategic transformation to further accelerate the
progress of internationalization and actively built up its international
brand to achieve an excellent operating result under such
challenging and complicated business situation.

During the reporting period, total traffic volume achieved by the
Group amounted to 7,651 million RTKs, representing an increase of
11.8% from the same period last year; passengers carried was 41.21
million, representing an increase of 7.2% from the same period
last year; cargo and mail traffic volume amounted to 577 thousand
tonnes, representing an increase of 7.6% from the same period last
year.

During the reporting period, the Company strove to ensure
safety operation through certain measures such as safety check,
specialized analysis and rectification to strengthen the aviation safety
management. By the end of the reporting period, the Company
achieved records of 152 consecutive months of aviation safety and
216 consecutive months of aviation security.

During the reporting period, facing the difficult business situation
and increasingly fierce market competition, the Company improved
its operation management to reduce cost and increase efficiency.
Through efficiently managing capacity, the Company further
stabilized and increased price of air tickets. The Company has
also managed to improve the marketing to target B2C, corporate
contracting and frequent flyers and control the loss of freighters to
achieve a better operation result beyond expectation.
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During the reporting period, the Company further pushed forward
the strategic transformation. By launching the route between
“Guangzhou-London”, the Company actively built up the Canton
Route via “"Europe-Guangzhou-Australia”. The Company carried
out research and study on the connection in compliance with the
sixth freedom traffic right, which has been grown rapidly. Besides,
the Company increased the flight frequency of international routes,
such as from Guangzhou to Vancouver and Amsterdam. Capacity
has been explored in international sector with a stable growth,
which further accelerated the progress of internationalization,
and the centralization and service capability of the hubs were also
continuously improved.

During the reporting period, the Company proactively launched
its “Year of International Brand Service” activity and enhanced
service consistency through various measures to improve the in-
flight experience of travelers. The Company kept improving its
benchmarking to be aligned with SKYTRAX to strengthen the service
quality management and push forward the modification of privilege
lounges. Also, the Company improved the popularity and influence
of our brand through large exhibitions and major events.

During the reporting period, the Group's total traffic revenue was
RMB45,369 million, an increase of RMB5,474 million or 13.7%
from the same period last year. Meanwhile, the Group's total traffic
volume increased by 11.8% to 7,651 million RTKs. Passenger load
factor was 79.5%, representing a decrease of 1.1 percentage points
from the same period last year. Passengers carried were 41.21
million, representing an increase of 7.2% from the same period last
year. The average utilisation rate of the Group’s aircraft was 9.79
hours per day during the reporting period, representing an increase
of 0.16 hour or 1.7% from the same period last year.

Passenger revenue during the reporting period was RMB42,252
million, up 13.7% from the same period last year, representing
93.1% of the Group’s total traffic revenue. Passenger traffic volume
increased by 11.1% to 64,182 million RPKs. The overall passenger
yield per RPK increased by 3.1% from RMBO0.64 to RMBO.66.

Domestic passenger revenue was RMB34,886 million, up 12.8%
from the same period last year. Domestic passenger revenue
accounted for 82.6% of overall passenger revenue. Passenger
capacity, in terms of ASKs, increased by 9.0% while passenger
traffic volume, in terms of RPKs, increased by 7.5% from the same
period last year, resulting in a decrease in passenger load factor
of 1.1 percentage points to 81.2%. During the reporting period,
the passenger yield per RPK increased by 4.6% from RMBO0.65 to
RMBO0.68.

For Hong Kong, Macau and Taiwan routes, the Group recorded a
passenger revenue of RMB1,045 million, an increase of 18.8% from
the same period last year. Hong Kong, Macau and Taiwan passenger
revenue accounted for 2.5% of total passenger revenue. Passenger
capacity, in terms of ASKs, increased by 32.9% while passenger
traffic volume, in terms of RPKs increased by 26.1% from the same
period last year, resulting in a decrease in passenger load factor
of 3.8 percentage points to 71.4%. The passenger yield per RPK
decreased by 5.6% from RMB0.89 to RMB0.84.
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Passenger revenue for the Group's international routes amounted
to RMB6,321 million, an increase of 18.4% from the same period
last year. International passenger revenue accounted for 15.0% of
the total passenger revenue. Passenger capacity, in terms of ASKs,
increased by 26.7% while passenger traffic volume, in terms of RPKs,
increased by 27.3% from the same period last year, resulting in an
increase in passenger load factor of 0.3 percentage points to 73.6%.
The passenger yield per RPK decreased by 7.0% from RMBO0.57 to
RMBO0.53.

Cargo and mail revenue was RMB3,117 million, an increase of
13.7% from the same period last year. Cargo and mail revenue
accounted for 6.9% of the total traffic revenue. Cargo and mail
carried increased by 7.6% to 577 thousand tonnes from the same
period last year. The cargo and mail yield per tonne kilometres
decreased by 0.6% from RMB1.61 to RMB1.60.

Total operating expenses increased by 16.0% to RMB45,841 million
from the same period last year, primarily due to the combined
effect of increase in jet fuel costs, landing and navigation fees, sales
commission fees and other operating costs.

Flight operations expenses increased by 22.6% to RMB26,777
million from the same period last year. Of these expenses, jet fuel
cost was RMB18,528 million, up 26.6% from the same period last
year, mainly as a result of the increase in average fuel prices and
greater consumption of jet fuel.

Maintenance expenses increased by 6.4% to RMB3,690 million
from the same period last year. It is mainly due to increased routine
maintenance as a result of fleet expansion and the increase in aircraft
utilisation rate during the reporting period.

Aircraft and traffic servicing expenses increased by 4.7% to
RMB6,206 million from the same period last year, primarily as a
result of an increase in the number of flights.

Promotion and sales expenses increased by 9.8% to RMB3,193
million from the same period last year, mainly as a result of the
increase in sales commission.

General and administrative expenses increased by 30.2% to
RMB1,408 million from the same period last year, mainly as a result
of business expansion.

Depreciation and amortization expenses increased by 6.5% to
RMB3,958 million from the same period last year, mainly as a result
of the increased number of owned and finance-leased aircraft during
the second half of 2011 and the first half of 2012.

Interest expense increased by 21.3% to RMB633 million from the
same period last year, mainly as a result of the increase in average
effective interest rate and weighted average balance of bank and
other loans and obligations under finance leases during the reporting
period.
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Net exchange loss of RMB314 million was recorded during the
reporting period, mainly due to Renminbi depreciated against
US dollars. And for the same period last year, net exchange gain
of RMB 1,239 million was recorded, mainly as a result of the
appreciation of Renminbi against US dollars.

Income tax expense decreased by 60.6% to RMB146 million from
the same period last year, mainly due to the decrease in taxable
profit during the reporting period.

As a result of the aforementioned factors, for the six months ended
30 June 2012, the Group recorded a net profit after tax of RMB956
million, as compared to a net profit after tax of RMB3,152 million for
the same period last year.

Looking into second half of 2012, the international economic
situation will be more complicated with weak growth of the global
economy. The recovery of the global economy was embraced by
various uncertainties. Chinese economy is facing a greater recession
pressure, which causes difficulty to maintain the economy growth.
To respond to the difficult domestic and international economic
situation, the Chinese government has given top priority to
“maintain stable growth” and intends to further stabilize economic
growth by continuously strengthening the magnitude of each
controlling policy. It is expected that with the launch and adoption of
the policies, the domestic economy growth is likely to be stabilized in
the second half of 2012 which in turn stimulates the aviation market.
Besides, oil price maintains a relatively stable trend, which helps the
Company to improve its operating result. However, the industrial
competition is still intense during the second half of 2012; and as the
exchange rate between RMB and US dollars remains stable basically,
material appreciation of RMB is hard to be seen again, so does the
material foreign exchange gain.

Given the above reasons, the Company needs to realize such
complicated and changing domestic and international economic
situation and shall efficiently utilize the advantages from the stable
growth trend of Chinese economy to fully capture the market
opportunity coming from peak seasons while ensuring the aviation
safety and to continue adjusting and optimizing structure, improve
the operation quality, enhance cost control and achieve the annual
operation target. The Company will focus on the following aspects:
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To ensure aviation safety with full efforts

In the second half of 2012, the Company will focus on arousing
the awareness of aviation safety and the corresponding
responsibility, intensifying the safety management and
further implementing each requirement of aviation safety
management. Besides, the Company will strengthen the safety
team management and the qualification and capacity building,
establish efficient contingency plan and enhance professional
training to ensure flight safety and aviation security.

To achieve annual operation target

In the second half of 2012, the Company will strive to control
the loss from slack season by grasping the market opportunities
arising from peak season, to enhance the sales of connecting
services, to accelerate the improvement of international long-
haul performance, to continuously optimize the route structure
and to improve the cargo operation by means of strengthened
cost controls to achieve the annual operation target.

To stably promote the strategic transformation

The Company will improve the marketing, transit assurance
and services quality by investing quality resources. Besides,
the Company will deepen the development of “Canton
Route” to build up Guangzhou hub at top speed. Through
improvement of transition ability, enhancement of mutual
support and interaction of domestic and international market,
organizational transformation and strengthened alliance
cooperation, the Company will continuously promote its
strategic transformation.

To improve service quality and strengthen the
brand building

In the second half of 2012, the Company will improve its service
process by continuous benchmarking, as well as enhancing
the punctuality of flight, generality and consistency of service
and service assurance. Through holistic planning for the brand
image of CSA and improved marketing and promotion, the
Company endeavors to enhance the customers’ loyalty and
international popularity of CSA brand.
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LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

As at 30 June 2012, the Group's current liabilities exceeded its
current assets by RMB30,578 million, which includes bank and
other loans, and obligations under finance leases repayable within
one year totalling RMB25,304 million. The liquidity of the Group
is primarily dependent on its ability to maintain adequate cash
inflow from operations to meet its debt obligations as they fall due,
and on its ability to obtain adequate external financing to meet
its committed future capital expenditures. In preparing the interim
financial report, the directors of the Company (the “Directors”)
have considered the Group’s sources of liquidity and believe that
adequate funding is available to fulfil the Group’s short term
obligations and capital expenditure requirements.

As at 30 June 2012, the Group’s borrowings totalled RMB70,208
million, an increase of RMB6,545 million from RMB63,663 million
as at 31 December 2011. The borrowings were mainly denominated
in US dollars and RMB, with 8.96% of the total balance being fixed
interest rate borrowings. Of such borrowings, RMB25,304 million,
RMB10,060 million, RMB7,675 million, RMB5,597 million and
RMB21,572 million will be repayable in the twelve months ending
30 June 2013, 2014, 2015, 2016, 2017 and thereafter, respectively.
As at 30 June 2012, cash and cash equivalents and pledged bank
deposits of the Group totalled RMB12,212 million, an increase of
RMB2,277 million from RMB9,935 million as at 31 December 2011.
Of the total balance, 16.0% was denominated in foreign currencies.

Net debts (aggregate of bank and other loans, obligations under
finance leases, trade payables, sales in advance of carriage, amounts
due to related companies, accrued expenses and other liabilities less
cash and cash equivalents and pledged bank deposits) increased
by 6.8% to RMB80,981 million as at 30 June 2012, compared to
RMB75,790 million as at 31 December 2011.

As at 30 June 2012, total equity attributable to equity shareholders
of the Company amounted to RMB30,634 million, a decrease of
RMB1,541 million from RMB32,175 million as at 31 December 2011,
mainly due to the declaration of cash dividend during the reporting
period. Total equity as at 30 June 2012 amounted to RMB36,756
million (31 December 2011: RMB37,777 million).

Ratio of net debt to total equity of the Group as at 30 June 2012 was
220%, as compared to 201% as at 31 December 2011.

RBEERER MRERREXGS

R2012F6 A30H ' AEEFRHEEAARE
305.781870 c EFRBEEEA AR 253.041E T
MR —FRNBEENRITAECERLBEHREE
BE AEBNRBESM N EBEUAN REE 4
BRMLERSRANEMEIBEBRNEED » UK
EESINIRVE BN R RE AN E R RS 2
BE) o EIREF I BIRER  ARRIEZEEE
FEREBERPESHANESR  ITRALREEE
EHECRNEPEBREA AT EX -

MR2012F6 A30H  FEBMNEERTEAAR
#702.0818 7T 2011 F12A31TH M AR
636.63 BT MARK 65458 - BLEETE
UETRAREABEN - HR8.96% BETEFRME
B -HEEEEES - ARK253.04ET AR
#100.60187T - AR 76.75187C - AR¥55.97
BITEARE 2157218 T RIS REZ 2013 4F
20144 ~ 20154 ~ 20164 ~ 201796 A308 It
NEARERZBESR - N2012F6 A308 » "EE
MREMBEEBYNERRTERREARE
122121870 » HH116.0% ASMNE BEBELL - #2011
F12 A31 HHAREE 99 35B LB MARK 22.77
BT °

R2012%F6 A30 8 2 FEBHRITREMER - &
EMHEaE  BARER  ZFEE  EAEBA
RIFE - JEIRERARAEMABENRERERE MR
SEEYRERRITER) AARE809.81 18T
B2011TF12A31BMARK75790E T EHT
6.8% ©

201266 A308 » AR RIREELERAARE
306.34187T © 82011512 A31 B ARK321.75
BrEd T AREIS4 BT TEARNREHR
B MENMCR S RRFIFTE - 7201296 A30H »
wEA AR 367.56EL(2011F 124318 + A
R#377.77187T) °

REBM20125F 6 A30 BH B EB LTS B
KAE2201F 0 2011412 A31HEA2.01/&



o [ 7 J5 i 22 e A PR 2 )
R AR

FINANCIAL RISK MANAGEMENT POLICY

Foreign currency risk

Renminbi is not freely convertible into foreign currencies. All foreign
exchange transactions involving Renminbi must take place either
through the People’s Bank of China (“PBOC") or other institutions
authorised to buy and sell foreign exchange or at a swap centre.

The Group has significant exposure to foreign currency risk as
substantially all of the Group’s obligations under finance leases, bank
and other loans and operating lease commitments are denominated
in foreign currencies, principally in US dollars. Depreciation or
appreciation of the Renminbi against foreign currencies affects the
Group's results significantly because the Group's foreign currency
payments generally exceed its foreign currency receipts. The Group is
not able to hedge its foreign currency exposure effectively other than
by retaining its foreign currency denominated earnings and receipts
to the extent permitted by the State Administration of Foreign
Exchange, or subject to certain restrictive conditions, entering into
forward foreign exchange contracts with authorised banks.

Jet fuel price risk

The Group is required to procure a majority of its jet fuel domestically
at PRC spot market prices. There are currently no effective means
available to manage the Group’s exposure to the fluctuations in
domestic jet fuel prices. However, according to a pricing mechanism
that was jointly introduced by the National Development and Reform
Commission and the Civil Aviation Administration of China in 2009,
which allows certain flexible levy of fuel surcharge linked to the jet
fuel price, airline companies may, within a prescribed scope, make
their own decisions as to fuel surcharges for domestic routes and the
pricing structure. The pricing mechanism, to a certain extent, reduces
the Group's exposure to fluctuation in jet fuel price.

MAJOR CHARGES ON ASSETS

As at 30 June 2012, certain aircraft of the Group with an aggregate
carrying value of approximately RMB57,703 million (31 December
2011: RMB53,062 million) were mortgaged under certain loans or
certain lease agreements.

COMMITMENTS

As at 30 June 2012, the Group had capital commitments of
approximately RMB74,049 million. Of such amounts, RMB69,445
million was related to the acquisition of aircraft and related flight
equipment, RMB376 million for investing activities, and RMB4,228
million for other projects.

CONTINGENT LIABILITIES

Details of contingent liabilities of the Group are set out in note 20 to
the interim financial report prepared under International Accounting
Standard 34.
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DIVIDENDS

The board of Directors (the “Board”) decided not to declare an
interim dividend for the six months ended 30 June 2012.

CHANGES OF INFORMATION OF DIRECTORS AND
SUPERVISORS UNDER RULE 13.51B(1) OF THE
LISTING RULES

There is no information relating to the changes of Directors’ and
supervisors (the “Supervisors”) required to be disclosed pursuant
to Rule 13.51B(1) of the Rules (the "Listing Rules”) Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) since the date of the 2011 Annual Report.

STRUCTURE OF SHARE CAPITAL

As at 30 June 2012, the share capital of the Company comprised the
following:

IRE

ARAREFERENTIREE2012F6 A30H1E6
& AR P EARL B -

BEETRAE13.51B (1N IRZESHE
ERFEHR

B2 FFERZE  YEBRBEERAIZAA
[RARN(TBERAT ) ES EmARR(T EMRA LS
1351B(MN IEFIFL BB EFAESTEEEN -

RAEERE
20126 A30H » ARAIMMABIE TR ®D

Number of Percentage to the
Category of Shares Shares held total share capital
KRR R EE WERFTBHENED L
A Shares with selling restrictions BREGH AR 845,050,000 8.61%
H Shares H A% 2,794,917,000 28.47%
A Shares without selling restrictions BREHERNAR 6,177,600,000 62.92%
Total issued Shares ENGE 9,817,567,000 100.00%




o [ 7 J5 i 22 A A PR 2 )
R AR

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2012, to the best knowledge of the Directors, chief
executive and Supervisors of the Company, the following persons
(other than the Directors, chief executive or Supervisors of the
Company) had interests and short positions in the shares and
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B REFAE -

BRARFRESE RETRABR

EE 2N N A T RAR T Z B fn Sk AERER {0
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underlying shares of the Company which are required to be recorded 336 I§MABEFHNARN IR REREZ LTSRS
in the register of the Company required to be kept under section 336 Rk E T
of the Securities and Futures Ordinance (the “SFO"):
% of the
% of the % of the total
total issued total issued issued share
A Shares H Shares capital of the
of the of the Company
Name of Types of Number of Company Company NEALT
shareholders Capacity Shares Sharesheld ~ HEERTAR  HBEBTHR BRTRE
RRES af gk FisRABE sgmEAL g agnEst
China Southern Air Holding Company Beneficial owner A Shares 4,145,050,000 (1) 59.02% - 42.22%
("CSAHC") (Note 1) EEREA AR
PEEIREEE Interest of controlled H Shares 1,064,770,000 (L) - 38.10% 10.85%
([EmEE)E) corporations HEk
R ERE
Sub-total 5,209,820,000 (L) - - 53.07%
5
Nan Lung Holding Limited Beneficial owner H Shares 1,064,770,000 (L) - 38.10% 10.85%
("Nan Lung") (Note 1) ERBEAA Hix
HRnRaR LR (me)E)
JPMorgan Chase & Co (Note 2) Beneficial owner H Share 3,592,000 (L) - 0.13% 0.04%
JPMorgan Chase & Co(32) ERBBA H i
Investment Manager H Share 124,085,000 (1) - 4.44% 1.26%
REER Hi&
Custodian H Share 40,371,467 (1) - 1.44% 041%
REA HE&
Sub-total 168,048,467 (L) - 6.01% 1.71%
Pt

Note:

1. CSAHC was deemed to be interested in an aggregate of 1,064,770,000 H
Shares through its direct and indirect wholly-owned subsidiaries in Hong Kong,
of which 31,120,000 H Shares were directly held by Yazhou Travel Investment
Company Limited (representing approximately 1.11% of its then total issued H
Shares) and 1,033,650,000 H Shares were directly held by Nan Lung (representing
approximately 36.98% of its then total issued H Shares). As Yazhou Travel
Investment Company Limited is also an indirect wholly-owned subsidiary of Nan
Lung, Nan Lung was also deemed to be interested in the 31,120,000 H Shares
held by Yazhou Travel Investment Company Limited.

1. EMEERGAERENESZERRMAEZ2ETA
AR A ££1,064,770,000 B HAZ BE D R E A 4EzS - H P
31,120,000 RHIR IR IR E X AR AR EERE (W ER
BEITHRRAEE 2 491.11%) + 1,033,650,000 % HA% Jh A
BEEEFA(LERDEITHRBE 2 £36.98%) - AR
REEERARNAMEZME2ETAR  BHitfEEN
WAR AN DR E AR AR FTIEA 2 31,120,000 A& H A% AR
DA -
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2. JPMorgan Chase & Co. held interest in a total of 168,048,467 H Shares (Long
position) in the Company by virtue of its control over the following corporations:

0]

(ii)

(iii)

(iv)

(vi)

(vii)

(viii)

JP Morgan Chase Bank, N.A, which is a wholly-owned subsidiary of
JPMorgan Chase & Co., held 40,371,467 H Shares (Long position) in the
Company.

JF Asset Management Limited held 90,090,000 H Shares (Long position)
in the Company and was a wholly-owned subsidiary of JPMorgan Asset
Management (Asia) Inc. which in turn was wholly owned by JPMorgan
Asset Management Holdings Inc., a wholly-owned subsidiary of JPMorgan
Chase & Co.

JF International Management Inc. held 1,080,000 H Shares (Long position)
in the Company and was wholly owned by JPMorgan Asset Management
(Asia) Inc. referred to in (i) above.

JPMorgan Asset Management (Taiwan) Limited held 9,736,000 H Shares
(Long position) in the Company and was wholly owned by JPMorgan Asset
Management (Asia) Inc. referred to in (i) above.

JPMorgan Asset Management (Singapore) Limited held 8,270,000
H Shares (Long position) in the Company and was wholly owned by
JPMorgan Asset Management (Asia) Inc. referred to in (iii) above.

China International Fund Management Co Ltd. held 14,900,000 H Shares
(Long position) in the Company and was owned as to 49% by JPMorgan
Asset Management (UK) Limited, a wholly-owned subsidiary of JPMorgan
Asset Management Holdings (UK) Limited. JPMorgan Asset Management
Holdings (UK) Limited was a wholly-owned subsidiary of JPMorgan Asset
Management International Limited which was in turn wholly owned by
JPMorgan Asset Management Holdings Inc., as referred to in (i) above.

J.P. Morgan Whitefriars Inc. held 3,592,000 H Shares (Long position) in
the Company. J.P. Morgan Whitefriars Inc. was a wholly-owned subsidiary
of J.P. Morgan Overseas Capital Corporation, which in turn was a wholly-
owned subsidiary of J.P. Morgan International Finance Limited. J.P. Morgan
International Finance Limited was wholly owned by Bank One International
Holdings Corporation, being a corporation wholly owned by J.P. Morgan
International Inc. and J.P. Morgan International Inc. was wholly owned by
JPMorgan Chase Bank, N.A. which was in turn held by JPMorgan Chase &
Co. as to 100%.

J.P. Morgan International Inc. held 9,000 H Shares (Long position) in
the Company and was wholly owned by JPMorgan Chase Bank, N.A. as
referred to in (vii) above.

The entire interest of JPMorgan Chase & Co. in the Company included a lending
pool of 40,371,467 H Shares (Long position).

JPMorgan Chase & Co. B#EH T7I1b 3 A1 filE M 4 AR 1F
BHARNQRA 168,048,467 BRHAZ 1T A -

@i

(ii)

(iif)

(iv)

(vi)

(vii)

(viii)

JPMorgan Chase Bank, N.A. 5B AN/AF 40,371,467
fEHAZ( &F & ) » JPMorgan Chase Bank, N.A. %
JPMorgan Chase & Co. {J2 & FAF] °

JF Asset Management Limited# & 4 2 &
90,090,000 % H% ( 4F & ) I AJPMorgan Asset
Management (Asia) Inc. ()2 & F/A &) * il JPMorgan
Asset Management (Asia) Inc. FHJPMorgan Asset
Management Holdings Inc. (£ JPMorgan Chase &
Co.MEETRRE)ZEHE -

JF International Management Inc. & A& 2
7]1,080,000 % HA% ( &f & ) ° JF International
Management Inc. & JPMorgan Asset Management
(Asia) Inc. (R _EX (i) &) B & FRE] ©

JPMorgan Asset Management (Taiwan) Limited 558
/A 7]9,736,000 (% H A% (4F &) ° JPMorgan Asset
Management (Taiwan) Limited & JPMorgan Asset
Management (Asia) Inc. (. =3 (i) &0) K2 & FA
7l

JPMorgan Asset Management (Singapore) Limited #
B7AAF]8,270,000 i H % (478 ) ° JPMorgan Asset
Management (Singapore) Limited 4 JPMorgan Asset
Management (Asia) Inc. (. =3 (ii) &0) K2 &EFA
7o

China International Fund Management Co Ltd.
# B A& 7 814,900,000 HAZ ( 4F & ) ° China
International Fund Management Co Ltd #]49% ##
7 JPMorgan Asset Management (UK) Limited 4§
A ° JPMorgan Asset Management (UK) Limited &
JPMorgan Asset Management Holdings (UK) Limited
(AJPMorgan Asset Management International
Limited W& & F AR 2 &HA © M IPMorgan Asset
Management International Limited 8])F JPMorgan
Asset Management Holdings Inc. (§._E32 (i) £7) 2&
A o

J.P. Morgan Whitefriars Inc. #4722 ] 3,592,000
f& HAZ (472 ) = J.P. Morgan Whitefriars Inc. 2 J.P.
Morgan Overseas Capital Corporation {J2%&F2
@)+ M1J.P. Morgan Overseas Capital Corporation fl]
/J.P. Morgan International Finance Limited #)&%&
F7A#] ¢ J.P. Morgan International Finance Limited %
Bank One International Holdings Corporation 24
4 + ifiBank One International Holdings Corporation
8] A&J.P. Morgan International Inc. B9 &2 & ¥ 2
@) » JPMorgan Chase Bank, N.A.##H& J.P. Morgan
International Inc. 2 #B# %S  MJPMorgan Chase Bank,
N.A. 85 JPMorgan Chase & Co. (W& EFRAF] °

J.P. Morgan International Inc.#574 Z</A 7]9,0008% HA%
(278 ), I F JPMorgan Chase Bank, N.A.( &, _=3Z (vii)
) 2EHE -

# JPMorgan Chase & Co. T AR RIRG e+ - BIF
40,371,467 B H % (4F8) AT EH 2 Bt -
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Save as disclosed above, as at 30 June 2012, so far as was known to
the Directors, chief executive and Supervisors of the Company, no
other person (other than the Directors, chief executive or Supervisors
of the Company) had an interest or a short position in the shares or
underlying shares of the Company recorded in the register of the
Company required to be kept under section 336 of the SFO.

PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any Shares during the first half of 2012.

INTERESTS OF THE DIRECTORS AND SUPERVISORS
IN THE EQUITY OF THE COMPANY

As at 30 June 2012, none of the Directors, chief executive or
Supervisors of the Company had interests or short positions in the
shares, underlying shares and/or debentures (as the case may be)
of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) which were required to be notified to
the Company and the Stock Exchange pursuant to the SFO (including
interests or short positions which are taken or deemed to have under
such provisions of the SFO), or which were required to be recorded
in the register maintained by the Company pursuant to section 352
of the SFO, or which were required to be notified to the Company
and the Stock Exchange pursuant to the “Model Code for Securities
Transactions by Directors of the Listed Companies” (the “Model
Code”) as set out in Appendix 10 of the Listing Rules.

HUMAN RESOURCES

As at 30 June 2012, the Group had an aggregate of 73,621
employees. The wages of the Group’s employees consist of basic
salaries and bonuses.

DESIGNATED DEPOSITS AND OVERDUE TIME
DEPOSITS

As at 30 June 2012, the Group's deposits placed with financial
institutions or other parties did not include any designated deposits
or overdue time deposits against which the Group failed to receive
repayments.
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THE MODEL CODE

Having made specific enquiries with all the Directors of the
Company, the Directors of the Company have for the six months
ended 30 June 2012 complied with the Model Code as set out in
Appendix 10 of the Listing Rules.

The Company has adopted a code of conduct which is no less
stringent than the Model Code regarding securities transactions of
the Directors of the Company.

THE CORPORATE GOVERNANCE CODE

In the opinion of the Board, the Group has complied with the code
provisions of the former Corporate Governance Code for any part
of the period from 1 January 2012 to 31 March 2012 and the code
provisions of the revised Corporate Governance Code as set out in
Appendix 14 of the Listing Rules for any part of the period from 1
April 2012 to 30 June 2012, save as disclosed below:

Code Provision A.6.7 of the Corporate Governance Code provides
that Independent Non-executive Directors and other Non-
executive Directors should attend general meetings and develop
a balanced understanding of the views of shareholders. Three of
four Independent Non-executive Directors and two of three Non-
executive Directors of the Company had attended the annual general
meeting of the Company held on 31 May 2012.

AUDIT COMMITTEE

The audit committee of the Company has reviewed with the
management and the external auditors the accounting principles and
practices adopted by the Group and discussed the financial reporting
matters including the review of the interim financial report prepared
in accordance with the International Accounting Standards 34.

MATERIAL LITIGATION

Save as disclosed in note 20 to the interim financial report, the
Company was not involved in any material litigation.

By order of the Board
Si Xian Min
Chairman of the Board

Guangzhou, the PRC
27 August 2012
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Financial Reporting Standards) J
GLARAE R S Operating Data Summary
(Expressed in Renminbi)
Six months 2012 vs 2011
ended 30 June Increase/
BZ6H30H1L61EA (decrease) (%)
2012 201 ®E/(RD) (%)
Capacity HES
Available seat kilometres (ASKs) (million) A B AR (ASKs) (B &)
- Domestic —BIR 62,748 57,572 5,176 9.0
- Hong Kong, Macau and Taiwan —BRSME 1,751 1318 433 329
— International — B 16,281 12,851 3,430 26.7
Total A&t 80,780 71,741 9,039 12.6
Available tonne kilometres (ATKs) (million) AABAE (ATKS) (B E)
— Domestic —BR 7,244 6,783 461 6.8
— Hong Kong, Macau and Taiwan — RS R 201 153 48 314
~ International — BB 3,675 2,945 730 248
Total At 11,120 9,881 1,239 12.5
Kilometres flown (thousand) RADE(T) 502,654 447198 55,456 124
Hours flown (thousand) AT (F) 807 723 84 11.6
Number of landing and takeoff (thousand) FRERE(T) 362 338 24 7.1
Traffic REE
Revenue passenger kilometres (RPKs) (million) — KEZAE (RPKs) (B &)
— Domestic —BRA 50,946 47,380 3,566 75
- Hong Kong, Macau and Taiwan — AR 1,250 991 259 26.1
— International —EpR 11,986 9,419 2,567 273
Total A 64,182 57,790 6,392 111
Revenue tonne kilometres (RTKs) (million) WEMEAERIK) (BE)
- Domestic —BA 5,180 4,837 343 7.1
- Hong Kong, Macau and Taiwan —BREME 119 95 24 253
— International — B 2,352 1,913 439 22.9
Total CH 7,651 6,845 806 11.8
Passengers carried (thousand) HEAR(T)
- Domestic —BEA 36,942 34,740 2,202 6.3
~ Hong Kong, Macau and Taiwan —BREME 955 849 106 12.5
— International — BB 3,309 2,855 454 15.9
Total CH 41,206 38,444 2,762 72
Cargo and mail carried (thousand tonne) EERBES(TH)
- Domestic —BR 416 402 14 3.5
—Hong Kong, Macau and Taiwan —BRSME 8 6 2 333
— International —E 153 128 25 19.5
Total G 577 536 4 76




China Southern Airlines Company Limited
1 6 Interim Report 2012

(8 8 A 5 o 4 U 5 )

(Prepared in accordance with International
Financial Reporting Standards)

(DA B2 B0

(Expressed in Renminbi)

AR R ()

Operating Data Summary (continued)

Six months 2012 vs 2011
ended 30 June Increase/
HZ6A30H1L6MEA (decrease) (%)
2012 201 ®E/(RD) (%)
Load factors BEX
Passenger load factor (RPK/ASK) (%) B ER (RPK/ASK)(%)
— Domestic —BR 81.2 823 (1.1) (1.3)
~ Hong Kong, Macau and Taiwan —BREHE 7.4 75.2 (3.8) (5.1)
— International — BB 73.6 733 0.3 0.4
Overall ¥19 79.5 80.6 (1.1) (1.4)
Overall load factor (RTK/ATK) (%) FHEE R RTK/ATK)(%)
- Domestic —BR 715 713 0.2 0.3
~Hong Kong, Macau and Taiwan —BREE 59.2 62.1 2.9 @7
— International — @ 64.0 65.0 (1.0) (1.5
Overall T 68.8 69.3 (0.5) 0.7
Yield s
Yield per RPK (RMB) BRER ARG (ARE)
— Domestic —BR 0.68 0.65 0.03 46
~ Hong Kong, Macau and Taiwan —BASEE 0.84 0.89 (0.05) (5.6)
— International — B 0.53 0.57 (0.04) (7.0)
Overall 852 0.66 0.64 0.02 3.1
Yield per cargo and mail tonne kilometre (RMB) ~ H& & LB BRI A Bz
(AR¥) 1.60 1.61 (0.01) (0.6)
Yield per RTK (RMB) FUEHLE G (ARE)
- Domestic —BR 6.94 6.61 0.33 5.0
- Hong Kong, Macau and Taiwan —BREME 9.19 9.71 (0.52) (5.4)
- International —EIRg 3.54 3.66 (0.12) (3.3)
Overall ¥4 5.93 5.83 0.10 1.7
Fleet 1
Total number of aircraft at period end HRFIL B
- Boeing —RE 235 214 21 9.8
- Airbus —ZEHRE 214 194 20 10.3
— McDonnell Douglas — 538 - 5 (5) (100.0)
— Others —Hft 19 11 8 72.7
Total At 468 424 44 10.4
Aircraft utilisation rate (hours per day) RIEBFIFAE (/)N H) 9.79 9.63 0.16 1.7
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R Consolidated Income Statement
(Expressed in Renminbi) Z 20124F 6 H 30 H 1k 61 H — REEHFT For the six months ended 30 June 2012-unaudited

Six months ended 30 June

BZ6H30H16{EA
2012 2011
Note RMB million RMB million

B RE ARBEEBRT AREKBER

Operating revenue BN
Traffic revenue BRI 45,369 39,895
Other operating revenue HAbsg A 1,578 1,530
Total operating revenue A PNEE 3(0) 46,947 41,425
Operating expenses EERX
Flight operations MR 28R 26,777 21,838
Maintenance B 3,690 3,467
Aircraft and traffic servicing FRoM Iz 58 89 AR 755 B <2 6,206 5,926
Promotion and sales EERHERYT 3,193 2,909
General and administrative TR REERRAS 1,408 1,081
Depreciation and amortisation T EE N o 3,958 3,716
Others At 609 575
Total operating expenses EiEMT B 45,841 39,512
Other net income EU A FRE 5 666 620
Operating profit =W INE 1,772 2,533
Interest income F BUA 7(b) 86 81
Interest expense FEXH 7(a) (633) (522)
Share of associates’ results il NG ES = 43 43
Share of jointly controlled entities’ results Y RN /NE 62 72
Exchange (loss)/gain, net BN (E1R), e - FHE (314) 1,239
Dividend income B WA 12 47
Gain on disposal of a subsidiary & F R AR H W 54 =
Interest income on wealth I Em
management products 2 A 7(b) 20 29
Gain on derivative financial instruments, net  $TAE SR T BUzs @ JF58 - 1
Profit before taxation A A 7 1,102 3,523
Income tax TSt & A 6 (146) (371)
Profit for the period PNl 956 3,152
Attributable to: AR A e -
Equity shareholders of the Company PN S 424 2,760
Non-controlling interests FEPE AR i 532 392
Profit for the period PNV 956 3,152
Earnings per share (ST wllbE
Basic and diluted BEARREE 9 RMB0.04 RMB0.28
The notes on pages 24 to 45 form part of this interim financial F 24 B FE 45 B S RIHTEE A2+ B 78 R4S 1 48

report. FERED ©
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Six months ended 30 June

BZ6H30H16{EA
2012 2011
Note RMB million RMB million
B 5E AREBEERT AREBEER
Profit for the period ZRHA R 956 3,152
Other comprehensive income for AP H MR E WS
the period (after tax adjustments): (FTSBiAER)
Available-for-sale securities: net AHEECREEL
movement in fair value reserve AR BEEREE 8 3 (1)
Share of other comprehensive income FEAGER & R B2 EAh
of an associate RE W 8 2 =

Total comprehensive income

for the period RE RGNS EEE 961 3,151
Attributable to: LA AR -

Equity shareholders of the Company /NG ES 429 2,759

Non-controlling interests AR 532 392
Total comprehensive income

for the period KH AW AT 961 3,151
The notes on pages 24 to 45 form part of this interim financial F 24 H ZF 45 BTSN AR BB ISR f AR

report. FRERD o
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HOFE B AR

Consolidated Statement of Financial Position
R 20124F 6 A 30 H — KA T At 30 June 2012-unaudited

At 30 June At 31 December

2012 2011
72012.6.30 72011.12.31
Note RMB million RMB million
B 5E ARBBEERT AREBEER
Non-current assets FREBEE
Property, plant and equipment, net W - BB KEE R 10 93,317 87,711
Construction in progress FETRE 11 16,662 15,940
Lease prepayments TENHEER 2,201 1,932
Interest in associates REEE N RS 818 746
Interest in jointly controlled entities N NN 3y 1,047 985
Other investments in equity securities H bR iR & 161 166
Lease deposits HEHER € 670 583
Available-for-sale equity securities A EeREE 68 64
Deferred tax assets BEFTSTREE 1,136 1,300
Other assets HtEE 481 500
116,561 109,927
Current assets REBEE
Inventories TE 1,645 1,618
Trade receivables JEUBR X 12 2,596 2,147
Other receivables E b el IR 13 1,731 4,988
Prepaid expenses and other current assets At &R REAMRBEE 704 630
Amounts due from related companies JE UL BAES N B IR 19(d) 141 167
Pledged bank deposits ERRITER 72 72
Cash and cash equivalents RekREEEY 14 12,140 9,863
19,029 19,485
Current liabilities RBaE
Bank and other loans RITRE M E K i5 23,255 18,789
Obligations under finance leases MmEMAEAE 2,049 1,784
Trade payables FETBRFR 16 2,863 2,847
Sales in advance of carriage EFL 4,539 5,299
Deferred revenue EIEIA 1,067 907
Current taxation FERTFTIS TR 251 871
Amounts due to related companies X BE L YNGIE O 19(d) 199 122
Accrued expenses TEIREM 9,828 9,480
Other liabilities EmaE 5,556 4,314
49,607 44 413
Net current liabilities FnBAaE (30,578) (24,928)
Total assets less current liabilities REERTEDEE 85,983 84,999
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Consolidated Statement of Financial Position (continued) e )
2012 4F 6 A 30 H — RALHF ! At 30 June 2012-unaudited (Expressed in Renminbi)

At 30 June At 31 December

2012 2011
72012.6.30 722011.12.31
Note RMB million RMB million

FRE ARBEEBRT AREKBER

Non-current liabilities and deferred items FERENE ERIELEIEE

Bank and other loans SRITREMER 15 27,628 29,037
Obligations under finance leases BEMHEAE 17,276 14,053
Deferred revenue EIEURA 1,385 1,178
Provision for major overhauls NELE 1,003 1,178
Provision for early retirement benefits R RKENEE 77 89
Deferred benefits and gains RIEW ZS 1,103 1,058
Deferred tax liabilities RIEFTSTH AR 755 629
49,227 47,222
Net assets REE 36,756 37,777
Capital and reserves R #E
Share capital (&N 9,818 9,818
Reserves ] 17 20,816 22,357
Total equity attributable to equity AABRR
shareholders of the Company iR 30,634 32,175
Non-controlling interests el 6,122 5,602
Total equity EREE 36,756 37,777

Approved and authorised for issue by the board of directors on 27 LHREEEN 2012448 A 27 BHLERIEHETIE -
August 2012.

Si Xian Min Tan Wan Geng Xu Jie Bo
AIRKE EER TAR
Director Director Director

BFE EE BFE

The notes on pages 24 to 45 form part of this interim financial F24 B2 A5 BTSN MEE R B 53R E 0048
report. B ER{R o



o [ Fi J5 i 22 A p A R 2 )
SR AR R

1 DF e 5 S ) R

Consolidated Statement of Changes in Equity

. 20124F 6 H 30 H 1- 61l H — K &35! For the six months ended 30 June 2012-unaudited

21

(2 R IR B 5 A S4B U A )

(Prepared in accordance with International
Financial Reporting Standards)

(AN R 2 A3 )

(Expressed in Renminbi)

Attributable to equity shareholders of the Company

RARRRELER
Fair value Non-
Share Share  reserves Other  Retained controlling Total
capital ~ premium Dt reserves profits Total interests equity
Rx  RARE EERE  AERE  8EAE R FEREE  ERAR
RMB milion ~ RMB million ~ RMB million ~ RMB million ~ RMB million ~ RMB million ~ RMB million ~ RMB million
AREREL AREBET AREEET AREEET ARKAET AREAET AREBER ARKBER
(Note (a))
(B3t a)
Balance at 1 January 2011 R2011E1518 9,818 13,878 31 756 2,334 26,817 3,499 30,316
Changes in equity for BEWUNE
the six months ended 6A30H
30 June 2011: L6EAREED :
Profit for the period REFIE - - - - 2,760 2,760 392 3,152
Other comprehensive income &AMz - = (1) = = (1) = (1)
Total comprehensive income for
the period ARG REE - - (1) - 2,760 2759 39 3,151
Distributions to non-controlling iR F R ERE)
shareholders RE - - - - - - (13) (13)
Capital injection into a subsidiary &= FE—F A
by a third party HEE - 253 - - - 253 1,207 1,460
Capital injection from
the non-controlling shareholder FARIZFERER
of a subsidiary EE - - - - - - 40 40
Balance at 30 June 2011 H2011E6A30A R
and 1 July 2011 201157518 9818 14,131 30 756 5,094 29,829 5,125 34,954
Changes in equity for BEUNE
the six months ended 12A31H
31 December 2011: L6EREEED :
Profit for the period REFE - - - - 2,350 2,350 588 2,938
Other comprehensive income &AMz - = 9) = = 9 2) (1)
Total comprehensive income for
the period THEHTAIERT - - ©) - 2,350 2,341 586 2927
Appropriations to reserves RVAERHAE - - = 321 (321) - - -
Distributions to non-controlling
interests PETHERERNRS - - - - - = (109) (109)
Share of an associate’s
reserves movement ZEHENAIREEY - - - 5 - 5 - 5
Balance at 31 December 2011 R2011£12A31H 9,818 14,131 21 1,082 7123 32,175 5,602 37,777
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Consolidated Statement of Changes in Equity (continued)

% 20124 6 A 30 H 1L 6 H — R#E35 5t For the six months ended 30 June 2012-unaudited

(8 8 A 5 o 4 U 5 )

(Prepared in accordance with International
Financial Reporting Standards)

(DA B2 B0

(Expressed in Renminbi)

Attributable to equity shareholders of the Company

FARRRERER
Fair value Non-
Share Share  reserves Other  Retained controlling Total
capital ~ premium Dt reserves profits Total interests equity
RA  RARE EERE  HtREE  BEAE fit FEREZ  ERe
RMB million ~ RMB million ~ RMB million ~ RMB million ~ RMB million ~ RMB million ~ RMB million ~ RMB million
AREBET ARMBET AREBERT ARMEET AREBERD ARMEET AREBERT ARMEER
(Note (a))
(Fizk ()
Balance at 1 January 2012 R2012£1818 9,318 14,131 21 1,082 7123 32175 5,602 37,777
Changes in equity for BEWNE
the six months ended 6A30H
30 June 2012: L6HRREED :
Profit for the period REFIE - - - - 424 424 532 956
Other comprehensive income &AMz - - 5 - - 5 - 5
Total comprehensive income for ~ AEFAGHRARE B - - 5 - 424 429 532 961
the period
Dividends approved in respect of IR (FizE 17(a)) - - - - (1,964) (1,964) = (1,964)
the previous year (note 17(a))
Acquisition of non-controlling B FARIEERER - - - - (6) (6) (1) (17)
interests in a subsidiary (note (b))~ (FiF&= (b))
Distributions to non-controling R FFERERARE - - - - - - (1) (1)
shareholders
Balance at 30 June 2012 R2012%6 A30A 9,818 14,131 26 1,082 5,577 30,634 6,122 36,756
Note (a): Other reserves represent statutory surplus reserve, discretionary surplus reserve MizEa) : B AEITRHAES TERMAESREM

Note (b):

report.

and others (Note 17(b)).

Xiamen Airlines Company Limited (“Xiamen Airlines”) held 80% equity
interests in Xiamen Airlines Media Co., Ltd. (“Xiamen Media"”) since its
incorporation. InJune 2012, Xiamen Airlines acquired the 20% equity
interests in Xiamen Media from its non-controlling shareholder at a
consideration of RMB17 million and subsequently disposed 51% equity
interests in Xiamen Media to Southern Airlines Culture and Media Co., Ltd.
(“CSA Culture”, which is a 40% owned associate of the Company with the
remaining 60% owned by China Southern Air Holding Company (“CSAHC"),
the Company’s holding company) at the consideration of RMB43 million and
retained the remaining 49% equity interests in Xiamen Media. As of 30 June
2012, the disposal was completed and Xiamen Media ceased to be a subsidiary
of the Group and became an associate of the Group. The net gain on disposal
of the subsidiary was recorded in profit or loss.

The notes on pages 24 to 45 form part of this interim financial

FYEE (b) -

(MtzE17(b)) ©

B XL EHEBR AR (AN ERE [EMmSeEE])
B2 BRI 80% RRiEmEMIMmzE=ER AR ([EF
Mz ])HE - R2012466 B EFIMZENAEEARE
1,700 & 7T #¢ FE 22 A% AR 5 UK 2 A ST A 5 28 89 20% A%
1 EEBIEENEMSUEEES1% BRENEHBARE
43008 T B4+ EEME R UL EERD AR AR
(LA [ BE] - SUEEEAARARIRA 40% ik
HEREE N T] » EFIERE60% I%HE R A A Bl IEA AR R
FEEAMESEAR (A TNERE (EMElE])Ba) 1
BEF A FIRE 49% AR - #iZ= 201256 A30H IE
ZREERE TR - EMUEEETHAREENTFA
Al AAEBENBE AR HETARINFEEER
REPIBRRPIHER -

24 AZE A5 HFEA M A AN BB 5 3R & v/l

D)

o
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(Prepared in accordance with International % HB ﬁ ﬁf ﬁ ﬁ ‘IFIE ﬁ %

R Condensed Consolidated Cash Flow Statement
(Expressed in Renminbi) HE 201247 6 H 30 H 1E 6 1] H — KT For the six months ended 30 June 2012-unaudited

Six months ended 30 June

BZE6H30HL6MEA
2012 2011
Note RMB million RMB million
liEsg ARMEBEERLT ARBBEER
Net cash generated from operating activities £ EEHIR & A F 58 2,978 4,291
Net cash used in investing activities TEEBHIR & FE (2,610) (7,570)
Net cash from financing activities BEEBRIR SR AT 1,909 4,031
Net increase in cash and cash equivalents ReRREEEY
I INER 2,277 752
Cash and cash equivalents at 1 January R1A1THRRE R
ReFEBYES 9,863 10,404
Cash and cash equivalents at 30 June R6 H30 HRRE K&
ReFEWEH 14 12,140 11,156
The notes on pages 24 to 45 form part of this interim financial F24 B E 45 5 FE A M AN HABT H5 R &5 w0 4B

report. B BB ©
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Notes to the unaudited interim financial report

Basis of preparation

This interim financial report of China Southern Airlines
Company Limited (the “Company”) and its subsidiaries (the
“Group”) has been prepared in accordance with the applicable
disclosure provisions of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited, and
International Accounting Standard (“IAS") 34, Interim Financial
Reporting, issued by the International Accounting Standards
Board (“IASB”). It was authorised for issue on 27 August 2012.

At 30 June 2012, the Group’s current liabilities exceeded its
current assets by RMB30,578 million, which includes bank and
other loans repayable within one year of RMB23,255 million.
In preparing the interim financial report, the directors have
considered the Group’s sources of liquidity and believe that
adequate funding is available to fulfil the Group’s short term
obligations and capital expenditure requirements. Accordingly,
the interim financial report has been prepared on a basis that
the Group will be able to continue as a going concern.

The interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2011 annual
financial statements, except for the accounting policy changes
set out in Note 2.

The preparation of an interim financial report in conformity
with IAS 34 requires management to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets and liabilities, income
and expenses on a year to date basis. Actual results may differ
from these estimates.

This interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The
notes include an explanation of events and transactions
that are significant to an understanding of the changes in
financial position and performance of the Group since the
2011 annual financial statements. The condensed interim
financial statements and notes thereon do not include all of
the information required for a full set of financial statements
prepared in accordance with International Financial Reporting
Standards (“IFRSs”).

[ Eme st AV e NIWAY (DE Rl S8 i
for the six months ended 30 June 2012
(AN R 2 B )

(Expressed in Renminbi)

FEEAEMEROERAR (ARG ] RE
FARI([AREE ) RIRB(EBHARZA
RARES EMRADNEAFERERRIUA
PRI TRYE B AR et ERZES
Pt O BB 2 51 2RI VS8 34 5% [ A HEE) 75 3R
Z HRE o AP H R ER 201268 H27
B &Fa] 34 o

R2012%F6 A30H ' A"EBFRBEEAA
R¥305.7818L ' HFRBER—FAFEER
RERITREMERARE 23255187 ° 4R
SR BRER  EFEERASERE
BRE  URELEEEEHESCENE
HEEREAURIFE - Bt - AP 8
B ERBIBEAEE S 7] LIS B L E M ER
wmEd o

ek SRR 45 R AR R 512011 R IR AR
SRR R B R - AR EE
BB HFEERRHIE2 -

RECBER SR )E34SR - EEELER
S B IS R B T R AE L HIET - A AR
& o BEHE - FEMBRREFEBERNE
A BERAREMFERZA ERAMIH
HIESREEE - BIRZAERRERRINGE LR -

A PSS BIEMA S I I mR M E
TR E RO IERI A o E LR T B 2011
FFEEPBRE TR - HEEREED
MBRANMEEESNRABAEEEFNR
5 o fE B & OF P B0 B 75 3 5 A L o o 8K 0 B
AE R 2 D A AR B B B 7% i 5 R B DAY
BREUTBYEREAFNER -
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Notes to the unaudited interim financial report

Basis of preparation (continued)

The interim financial report is unaudited, but has been reviewed
by KPMG in accordance with Hong Kong Standard on Review
Engagements 2410, Review of interim financial information
performed by the independent auditor of the entity, issued
by the Hong Kong Institute of Certified Public Accountants.
KPMG's independent review report to the Board of Directors is
included on page 46.

The financial information relating to the financial year ended 31
December 2011 that is included in the interim financial report
as being previously reported information does not constitute
the Group’s annual financial statements prepared under
IFRSs for that financial year but is derived from those financial
statements. The Group’s annual financial statements for the
year ended 31 December 2011 are available at the Company’s
registered office. The auditors have expressed an unqualified
opinion on those financial statements in their report dated 29
March 2012.

Changes in accounting policies

The IASB has issued a few amendments to IFRSs that are first
effective for the current accounting period of the Group.
Of these, Amendments to IFRS 7, Financial instruments:
Disclosures — Transfers of financial assets are relevant to the
Group's interim financial statements. The amendments to
IFRS 7 require certain disclosures to be included in the annual
financial statements in respect of all transferred financial assets
that are not derecognised and for any continuing involvement
in a transferred assets existing at the reporting date, irrespective
of when the related transfer transaction occurred. However,
an entity need not provide the disclosures for the comparative
period in the first year of adoption. The Group did not
have any significant transfers of financial assets in previous
periods or the current period which require disclosure in the
current accounting period under the amendments and these
amendments have had no material impact on the contents of
this interim financial report.

The Group has not applied any new standard or interpretation
that is not yet effective for the current accounting period.

fim SLELYE (%)

AP B HRERALERT BECHESH
DETEIE S PTIRIRE B @A A & TR M A
(CEBBRITIERERIDE 24105 [ F 7 £ 20APET
PR E B &R | #1T T RN - 2FEE
AENEBABESTENELBRHNBEHRNE
46 8 o

AP BERESEERENE2INEE
20114612 A 31 B LI BEE M R R85
Bl SR BERYREZTESRE B
A AR AN 5 [ B 5 B R A T2 AR IR B BR B 7S
MEEADNRENFEPBRE - 2EEBHZE
20114E12 A 31 B It F E B3R EK AR A
NRH M EERE - BYZSAMEEE
20124 3 A 29 B 0T RE o 55 L B i =R
RERTEREER -

B BREE

B ERIR B @ RM 7 SRR M &R
SIERTER - YR AKEAS R &R E
R o Hp - BIFRM R E ERE 7SRERT K
F-o@EEBERASEN MM ERE
BRI - BRI S mEERE 7 RAERTER
EEREPBHRERTHNEERBRAFEN
ABBRIRANSHEERD BB LR
RELEDESE S \NEBEEFLE—D
BE - EwBEEROB LRS- AW - A
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HARFHPHEERIARBEATE °
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Notes to the unaudited interim financial report

3 SHE
(a) XK

3 Segment reporting

(a) Business segments

The Group's network passenger and cargo operations
are managed as a single business unit. The Group’s chief
operating decision maker makes resource allocation
decisions based on route profitability, which considers
aircraft type and route economics. The objective in making
resource allocation decisions is to optimise consolidated
financial results. Therefore, based on the way the Group
manages the network passenger and cargo operations,
and the manner in which resource allocation decisions
are made, the Group has only one reportable operating
segment for financial reporting purposes, reported as the
“airline business”.

Financial results from other operating segments are below
the quantitative threshold for determining reportable
operating segments and consist primarily of business
segments of ground services, air catering and other
miscellaneous services. These other operating segments
are combined and reported as “all other segments”. Inter-
segment sales are based on prices set on an arm’s length
basis.

For the purposes of assessing segment performance and
allocating resources between segments, the Group's chief
operating decision maker monitors the results, assets and
liabilities attributable to each reportable segment based
on financial results prepared under the People’s Republic
of China Accounting Standards for Business Enterprises
("PRC GAAP"). As such, the amount of each material
reconciling item from the Group's reportable segment
revenue, profit or loss, assets and liabilities arising from
different accounting policies are set out in Note 3(c).

AEENTENEEXHRMBRESE
—XBEUERE AEENTIBERE)
RE AR BT EIMER D ELEIRR
FERERE - WE BIRE A EL SR KA AR
RERR - HERDEORRNBRZE
e MRS - At - RIEAKEE
BEREMEEEBEGRERD AR
RO ERBRENREREE - A%
BARGA —ERELEDH-Mz=e
B

H s AR E 0 B IS R AR HIE
BEXBDAEEPE - HtbEHL
LOMEBRITME R - ERERK
HEERGHEF DB « ELEME
BRPPIRIG I IE R [ R DB -
DE FMHER ERBEBEREETH
{ERRHETT ©

RIBANS BH) £ BEERKE BRHS
DERIME D B2 R EREE A
AR REBMEELERRENR
o B & 5t 2 1) P A 1 O B 75 R A8 SR BR
BEEREDMOEE BEERAE -
it - RS BB EE 3(c) 71l E B AR (R
SETBRRMEENBHEEARS DK
A MEREE - BERBEMNAIER
B o
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e AV I = NIV DE Rl S i
for the six months ended 30 June 2012
(DL B B

(Expressed in Renminbi)

3 ZEEHE (&)

(a) %530 (&)
AEETEBRQERRERED HEMF
EZAKE YRR - LOREME
REER  FHEEXE - AEED IR

3 Segment reporting (continued)

(a) Business segments (continued)
Information regarding the Group’s reportable segments
as provided to the Group’s chief operating decision maker
for the purposes of resource allocation and assessment of

segment performance is set out below. EERENT
Airline business All other segments Total
zgEL N AR 3 GH
2012 2011 2012 201 2012 2011
RMB RMB RMB RMB RMB RMB
AR AEHE ARH ARH ARH N
million million million million million million
BER BETL BER RET BETR RET
For the six months ended 30 BZ0125R2011%
June 2012 and 30 June 2011 6A30H1L6fER
Revenue from external customers HHNEPHHERA 47,821 42,173 207 21 48008 4414
Inter-segment sales AHEHE - - 517 350 517 350
Reportable segment revenue HEDBEA 47,821 0173 724 591 48,545 42,764
Reportable segment BEHH
profit before taxation BATHE 911 3,304 30 15 9M 3319
Other segment information Rt 7 HER
Interest income MEBA 76 76 10 5 86 81
Interest expense MExH 609 501 2 21 633 522
Depreciation and amortisation FEMEH 3916 3,677 #“ 38 3,957 3,715
Impairment loss FEER 1 - - = 1 =
Additions to non-current segment AREIER 5 ) ERE MR
assets during the period FnBEE 10,823 8,482 7 8 10,830 8,490
As at 30 June 2012 and 1201256 A30R
31 December 2011 &2011%12A31R
Reportable segment assets BEIBEE 131916 122,159 1,911 1919 133827 124,078
Reportable segment liabilities BEAHEE 98,037 90,667 1,263 1,289 99,300 91,956
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3 Segment reporting (continued) 3 oEE®E (&)

(b) Geographic information (b) HEERDN

Six months ended 30 June

BZ6H30HL6MEA
2012 2011
RMB million RMB million
ARBEERT AREKEER
Domestic A 38,578 34,433
Hong Kong, Macau and Taiwan PSR Z M= 1,118 975
International * B[R * 8,332 7,006
48,028 42,414
3 Asian market accounted for approximately 64% (six months ended * #HZE2012%6 A30H IL618 A ARK B #Y B E
30 June 2011: 72%) of the Group's total international passenger B RN TS AE64% (BiE 2011566 A
traffic revenue during the period. The remaining portion was mainly 30HIE61EA : 72%) - AT H D EERE A
derived from the Group's flights to/from France, German, Holland SEEAAE - ZE - A EEMBUNBER
and other European countries, North American and Australia b EFUEIMNATARAUA o
regions.
The major revenue earning assets of the Group are its AEERDWANEELEESKE  ©
aircraft fleet which is registered in the People’s Republic of MEHEPREAREME(HEDF
China (“PRC") and is deployed across its worldwide route it WA R Z R AR DS P &L E o
network. The chief operating decision maker considers FELERRERBUWES BHELER
that there is no suitable basis for allocating such assets and ZEEERAENEBERIOEETD
related liabilities to geographical locations. Accordingly, Bl o Bt - WEKBHMEESHFEER
geographical segment assets and liabilities are not afE-

disclosed.
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Notes to the unaudited interim financial report

3 Segment reporting (continued) DEBERE (&)

(c) Reconciliation of reportable segment revenue, () ETEASFBEFERENEE DU
profit, assets and liabilities arising from A 2BFE 2BEERSTE
different accounting policies BZEERGHX

Six months ended 30 June
BZ6HA30HL6MEA
2012 2011
Note RMB million RMB million
B e AREBERT AREKBEET
Revenue KA
Reportable segment revenue WS D ERPEIU A 48,545 42,764
Elimination of inter-segment revenues 7> 2B EYUL A K £5 (517) (350)
Reclassification of expired sales in ISR BEER
advance of carriage BN (i) 241 180
Reclassification of business tax EETEDR (i) (1,322) (1,169)
Consolidated revenue A HHA 46,947 41,425
Six months ended 30 June
BZ6HA30HL6MEA
2012 2011
Note RMB million RMB million
BisE AREBERT AREKBEET
Profit F5E
Reportable segment profit before
taxation B = P 941 3,319
Unallocated amounts * RO PCEEE * 191 191
Losses on lump sum housing benefits ~ — XN FEEH
BhTRIE R (iii) (13) (13)
Capitalisation of exchange difference ~ HIBEE H1BEHEH
of specific loans B AR (iv) 17) 26
Consolidated profit before taxation A HERIADE 1,102 3,523

29
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3 Segment reporting (continued) 3 oEE®E (&)
(c) Reconciliation of reportable segment revenue, () ETEASFBEFERENEE DU
profit, assets and liabilities arising from A 2BFE 2BEERSTE
different accounting policies (continued) BZEZERTX ()

At 30 June At 31 December

2012 2011
74 2012.6.30 72011.12.31
Note RMB million RMB million
B 5T AREBEERLT AREBEER
Assets EE
Reportable segment assets WEDENEE 133,827 124,078
Elimination of inter-segment balances D #3E#IEY
FEIS R EE IR 35 (379) (335)
Unallocated amounts * R B ERE * 2,106 5,517
Losses on lump sum housing benefits ~ — XM FEEHE
P /Eis S (iii) 1 14
Capitalisation of exchange difference  EIB{EFKIE K825 HY
of specific loans B AR (iv) 198 215
Government grants B A (v) (138) (37)
Adjustment arising from an associate’s
business combination under Bk > ZE Ry [R — 15
common control THEEHAE (vi) 11 =
Effect of the above adjustments
on taxation VA - SR SR IS s 2 (36) (40)
Consolidated total assets BHREE 135,590 129,412
At 30 June At 31 December
2012 2011
72012.6.30 72011.12.31
Note RMB million RMB million
B aE ARBEET AREEET
Liabilities 8f&
Reportable segment liabilities mEDMHAELE 99,300 91,956
Eliminations of inter-segment balances 7 &BfE R UL~
FETERERIE 4H (379) (335)
Government grants e A (v) (101) =
Effect of the above adjustments LA - B E T 1
on taxation KR 2 14 14
Consolidated total liabilities EHEEE 98,834 91,635
e Unallocated assets primarily include investments in associates and * ROMEEXZEBRIENEE AR RRE
jointly controlled entities, available-for-sale securities and other EARER HEESREEREMIR
investments. Unallocated results primarily include the share of o RPEEBFZOREEEHERARE
results of associates and jointly controlled entities, gain on disposal EEEAREE  HETFARREFRE

B EE A S A R BB R BE DAL ©

of a subsidiary, the interest income on wealth management
products and dividend income from other investments.
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3 Segment reporting (continued)

(c) Reconciliation of reportable segment revenue,
profit, assets and liabilities arising from

different accounting policies (continued)
Notes:

(i) In accordance with the PRC GAAP, expired sales in advance of
carriage are recorded under non-operating income. Under IFRSs,
such income is recognised as other operating income.

(ii) In accordance with the PRC GAAP, business tax and surcharge is
separately disclosed rather than deducted from revenue under IFRSs.

(i) In accordance with the PRC GAAP, losses on the lump sum housing
benefits executed by CSAHC are charged to retained profits as of
1 January 2001 pursuant to the relevant regulations. Under IFRSs,
losses on lump sum housing benefits are initially deferred and
charged to the income statement, which are spread over the vesting
benefit periods stipulated by the relevant contracts.

(iv)  In accordance with the PRC GAAP, exchange difference arising
on translation of specific loans and related interest denominated
in a foreign currency is capitalised as part of the cost of qualifying
assets. Under IFRSs, such exchange difference should be recognised
in income statement unless the exchange difference represents an
adjustment to interest.

(v) In accordance with the PRC GAAP, special funds such as investment
grants allocated by the government, if clearly defined on official
documents as part of “capital reserve”, are credited to capital
reserve. Otherwise, government grants related to assets are
recognised as deferred income and amortised to profit or loss on
a straight line basis over the useful life of the related assets. Under
IFRSs, government grants relating to purchase of fixed assets are
deducted from the cost of the related fixed assets.

(vi)  In accordance with the PRC GAAP, the Company and its associate
account for the business combination under common control by
applying the pooling-of-interest method. Under the pooling-of-
interest method, the difference between the historical carrying
amount of the acquiree and the consideration paid is accounted
for as an equity transaction. Under IFRSs, the Company adopts
the purchase accounting method for acquisition of business under
common control. Accordingly, adjustments are made to make
the associate’s accounting policy of business combination under
common control conform to the policy of the Company when
the associate’s financial statements are used by the Company in
applying the equity method when preparing its financial statements
in accordance with IFRSs.
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2 EPERE ()

(c)

BEFEEBRAERNR
A DRFE DHEE
EZEE%H@%(E)

7 B
il

&= EB U
Eo#Ha

() REFESER AREBEEREER
TR AEEIMIA o 12 IR BB B 75 3R 5 %
8] B REFEE AL MEERA -

(i) RFEFESE SEHREMNETES
BIJ 3R M 122 BR B % B 765 4R o5 2R R U A AR TR
RFI3R

(i)  RIFEFESEER  AQFHEAMREERS
B — IR IE(E P HhBE TR B B AR e 5T A 200141
H1BARDEAE - iR RE LR -
bt — R 5 4 B SR 46 RE SR B T AR
Y EERERMRENEBRE R #E
HERI & 5 AR A S BRI -

(iv) REBEFEGHER  INERFUTRAS KT
SMEXEZRE  BE TUERL  FEATE
BRCGEIEEEMNRA o BRIRER ISR
HEA - BRTERFE B B ABASNEE R
EEMER ZMEO A FRAEREIN - EAft
B AR R -

(v) REFESEEN BREFEANRERDS
FEERTERREAREERERATE
BH ARBREFAEARE - BRI &
& A RE Y BT 47 B A 106 FERR S T LUIRE
YERBEENERSSANRERER M
AE R o MiRRE TR SRR
SE  ERE B (B E A 2 AR B MY ISR i B R Dk
HERAEERIRA

(vi) MRIEFESEER  ARFBEREER—
ZHTHEERHMEBHFRARNEEME
- BRRERAENSE BEXNHNEHEE
B ERR AR E R - AR BIRERARE
WARFE R B AR R i - RIBE BRI B R E A
8 HAGPRENFRARNEEMRLE -
BRAABEENE W Bt ARRERER
HERER BB E QRN HRRIZBEAR
] B B 75 4 o5 2R Al S BOR — R R Al
177 HE -
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4 Seasonality of operations

[ Eme st AV e NIWAY (DE Rl S8 i
for the six months ended 30 June 2012
(AN R 2 B )

(Expressed in Renminbi)

4 EBFEHK

The peak season of the aviation industry in China falls between
July to October each year owing to the holiday season during
that period. As a result, the Group normally experiences higher
traffic demands during the holiday season and typically reports
lower revenues and results for the first half of the year than the

PEMEERETNEETREFTAEI10AM
REEFE - At AEER —RERBFEHH
BARGNTES AR EFFHORATE
RERTHF -

second half.
5 Other netincome 5 HWAFEE
Six months ended 30 June
BZ6HA30HL6MEA
2012 2011
RMB million RMB million
ARMEERL ARBEET
Government grants IEGaR =) 559 514
Gain/(loss) on sale of property, plant LEDE - BE k&
and equipment, net FlEs(1BK)
— Aircraft and spare engines — FROME K 8 A 2 B - 111
— Other property, plant and equipment —EEEEE (2) (5)
Compensation paid by resigned pilots AT B BEEREE (2 48 =
Others HAb 61 =
666 620
6 Income tax 6 FBHEHR
Six months ended 30 June
BZ6HA30HL6MEA
2012 2011
RMB million RMB million
ARMEERT ARBBEER
PRC income tax MR PSR (143) 190
Deferred tax ERERIE 289 181
Income tax expense Fristi &M 146 371

In respect of majority of the Group’s overseas airline activities,
the Group has either obtained exemptions from overseas
taxation pursuant to the bilateral aviation agreements between
the overseas governments and the PRC government, or has
sustained tax losses in these overseas jurisdictions. Accordingly,
no provision for overseas tax has been made for overseas
airlines activities in the current and prior periods.

MAEBEZBAZHORIMERBEME -
A6 B B ARIR IR SR AT B R B BT AT S Y &
BMERERRBIMERBHRIEA - HIB
SMEE BRI B EE - A N IAR]
?ﬂF'Eﬁﬁﬁiﬁﬁ%’ﬁtm%?lﬁﬁ?%%%ﬂﬁlﬁﬁ
i o
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(Expressed in Renminbi)

6 Income tax (continued) 6 FIBBiERE)
Effective from 1 January 2008, under the Corporate Income CrhEE AREFMBEDZEMERE) (AT ETHE
Tax Law of the PRC (“new tax law”), the Company and its [%i%]) B 200849 1 B 1 HiEHETT o qiEE
subsidiaries are subject to income tax at the statutory rate of fEiAR - AR RREFREIR25% K ZEFT
25% unless otherwise specified. BBUEEBERNIT o
Pursuant to the new tax law, the income tax rates of entities WEFTHERATE  REXEEHE15%M
that previously enjoyed preferential tax rates of 15% and 18% MR EER 20114 ~ 2012 F KA D BliZ
18% have been revised to 24% and 25% for 2011 and 2012 24% [ 25% T E#1T °
onwards, respectively.
The subsidiaries of the Group are taxed at rates ranging from REEKFRBIWMERES15% £ 25%
15% to 25% (six months ended 30 June 2011: 15% to 25%). (B 20115 6H30H k6@ A : 15% =

25%) °

7 Profit before taxation 7 BAIRE

Profit before taxation is arrived at after charging/(crediting): BMETAEE R (BT A) T 5I&18 :

Six months ended 30 June

HZ=Z6H30H1L61EA
2012 2011
RMB million RMB million
AREBERT AREBET
(a) Interest expense (a) FEXH
Interest on bank and other loans IRIT R EMEFK
MEX I 613 403

Finance charges on obligations

under finance leases MEMHEEENTBER 214 191
Less: borrowing costs capitalised W BREWMEERA (194) (72)

633 522
(b) Other items (b) HAEHE

Jet fuel costs VAV DN 18,528 14,635
Depreciation e

— Owned assets —BBE&E 3,052 2,948

— Assets acquired under finance leases —REMEERENEE 876 747
Other amortisation H b sE 67 57
Amortisation of deferred benefits

and gains TN e B 5 (37) (36)
Operating lease charges EEERE S

— Aircraft and flight equipment — TR R R TR A 2,449 2,293

— Land and buildings — TR EEREED 315 264
Staff costs TR 5,899 4,830
Interest income AEUA (86) (81)

Interest income on wealth
management products IR A EE S A B UL A (20) (29)
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8 Other comprehensive income

[ Eme st AV e NIWAY (DE Rl S8 i
for the six months ended 30 June 2012
(AN R 2 B )

(Expressed in Renminbi)

8 Hf&iRals

Six months ended 30 June

HZ=Z6H30H161EA
2012 2011
RMB million RMB million
AREBERT AREBET
Net movement in fair value reserve of AHHESHEEZALE
available-for-sale securities EfEEEE)FHE 3 Q)
Share of other comprehensive
income of an associate FE(REE R Al 2 E ARG e 2 =

9 Earnings per share

The calculation of basic earnings per share for the six months
ended 30 June 2012 is based on the profit attributable to equity
shareholders of the Company of RMB424 million (six months
ended 30 June 2011: RMB2,760 million) and the weighted
average of 9,817,567,000 shares (six months ended 30 June
2011: 9,817,567,000 shares) in issue during the interim period.

The amounts of diluted earnings per share are same as basic
earnings per share as there were no dilutive potential ordinary
shares in existence for both the current and prior periods.

10 Property, plant and equipment, net

During the six months ended 30 June 2012, the Group acquired
aircraft with an aggregate cost of RMB7,752 million (six months
ended 30 June 2011: RMB4,800 million).

11 Construction in progress

The construction in progress as at 30 June 2012 mainly relates
to advance payments for the acquisition of aircraft and flight
equipment and progress payments for other construction
projects. During the six months ended 30 June 2012, the
Group incurred capital expenditure in respect of construction in
progress amounting to R\MB6,730 million (six months ended 30
June 2011: RMB5,893 million).

10

1

R

H E2012%56A30H |-618 A # 2 &%
AEARFERIBEARR R R EMLFEARE
4241BT(HE2011F6 A3081E61EA : A
R#27.601E70) FIEAIAE 317 I AR
9,817,567,000 % (& £201146 A30H 16
& A :9,817,567,000 %) 5t o

HRARBEASE EHRI LA S #EE
VERELEE  FIASREENEREGRE
AFERMERA

Y - BERRE  FHE

HE2012F6 A30H L6118 A - ANEEH 1
R RE A 77.52 1Bt (H =2 201156 A30H
1E61ER : AR 48.0018T) °

HEIR

EREIETZABEREMRITRENTEN
TAREMTIZIEE TIRER K - H122012
F6H30HI6MEA  AEBERTIEEARH
T ABAREE67.30ET(EZE2011946 A30H
lE6{EA + AR 58.93187L) °
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(Expressed in Renminbi)

12 Trade receivables 12 EUWERRX
Credit terms granted by the Group to sales agents and other AEERHERERAEMEPIRENEES
customers generally range from one to three months. An R—BE—EAZ=EATE - ERERTR
ageing analysis of trade receivables, net of allowance for EREREENRESTAOT :

doubtful debts, is set out below:

At 30 June At 31 December

2012 2011
72012.6.30 X2011.12.31
RMB million RMB million
AR¥EBEEBRT ARKBEET
Within 1 month 1EA R 2,361 1,977
More than 1 month but less than 3 months 28 1 {8 BB R 38 A 228 164
More than 3 months but less than 12 months i@ 38 B E LK 12 EA 7 6
2,596 2,147
13 Other receivables 13 HAtsEWKIAE
As at 31 December 2011, other receivables of RMB4,988 §§201 1912 A 318 ﬁfﬁ%”ﬁﬁﬁﬁﬁ‘?gﬁ}\ﬁ
million mainly includes the wealth management products #4988 (8L TRBREEMIMES —HAE
purchased by Xiamen Airlines from a state-owned commercial RROTBEMEMER - BEL @E§1§%§¢
bank. These products are repo bonds and bear annualised ME/H500%5582%  2IMAREBER
interest rates from 5.00% to 5.82% with maturity dates from HI2KE|183K a%%iiﬁ?@ﬁ@m 1512 A
92 days to 183 days from dates of purchase. The principal of 31H A RBARKE35.00(87T « ZIBHEMRN
the outstanding wealth management products was RMB3,500 REHEIHA 2FERE - BARBE LI
million as at 31 December 2011. During the reporting period, B ©

the amount was fully received upon their maturity and no such
products were purchased.

14 Cash and cash equivalents 14 RERRESEEY

At 30 June At 31 December

2012 2011
72012.6.30 722011.12.31
RMB million RMB million

ARBEEBRT ARKBET

Deposits with banks

and other financial institution TFHFER 5,413 5,108
Cash at bank and in hand RTERNIRES 6,727 4,755

12,140 9,863
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[ Eme st AV e NIWAY (DE Rl S8 i
for the six months ended 30 June 2012
(AN R 2 B )

(Expressed in Renminbi)

15 RITRHEMERR
RITREMEROS T :

15 Bank and other loans

Bank and other loans are analysed as follows:

At 30 June At 31 December

2012 2011

742012.6.30 72011.12.31

RMB million RMB million

AREEERT AREBEERL

Non-interest bearing and unsecured 58 I AR R 3 3

Interest bearing and secured EoISYNEigt 23,565 23,701

Interest bearing and unsecured EISYNE T 27,315 24,122

Total bank and other loans BT EMERES 50,883 47,826
Less: loans due within one year B SERENBER 1 FR

FEAE R 23,255 18,789

Loans due after one year R1ENEREER 27,628 29,037

16 Trade payables 16 FEFERRX

At 30 June At 31 December

2012 2011

742012.6.30 72011.12.31

RMB million RMB million

AREBERT AREBEER

Bills payable ANES - 50

Accounts payable FETERER 2,863 2,797

2,863 2,847

The ageing analysis of trade payables as of the balance sheet
date is as follows:

EEERBERABRNERRNERESTNAT

At 30 June At 31 December

2012 2011

742012.6.30 72011.12.31

RMB million RMB million

AREBEERT AREBEER

Within 1 month 18 A A 2,175 2,328
More than 1 month but less than 3 months #8381 @A /B 7 3@ A 402 315
More than 3 months but less than 6 months #8:8 3 & A {841 6 1& A 234 152
More than 6 months but less than 1 year taiE 6 & A{E N1 F 12 12
More than 1 year A 1 F 40 40
2,863 2,847
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17 Reserves and dividends 17 #FERBRE
(a) Dividends (a) BRE
() The board of directors decided not to declare an () ARREFEAENEREZE2012

interim dividend for the six months ended 30 June
2012. No interim dividend was paid in respect of the
six months ended 30 June 2011.

(i) A dividend of RMBO.2 (inclusive of applicable tax) (i)
per share in respect of the year ended 31 December
2011 totalling RMB 1,964 million was proposed by
the directors on 29 March 2012 and was finally
approved by the Company’s General Meeting on
31 May 2012. The announced payment dates for
A share and H share shareholders are 13 July 2012
and 26 July 2012, respectively. At 30 June 2012, the
amount of dividend payable was included in other

Fe6H30HIL6EARMFHKE -
20116 A30H IF6 @l AW ES Kk
FREAR B o

BEEN 2012543 A29 HiZE DR
2011 FERF - SEROEBEEAR
02T (E) ' st AR 19.64
87T ° &Ik B 201245 A 31
HRREASERIE  SEHA
RSN H B BRI 25 B 9 Bl A 2012 &
7H13H M201267826H - R
201246 A308 ' ZERERZIR
REMEEF -

liabilities.
(b) Statutory surplus reserve (b) ZEBHAES
No transfer to statutory surplus reserve has been made AEEEEZE2012F6 308 L6@ AN
during the six months ended 30 June 2012 (six months BAERBUEERBATES(HZE2011456
ended 30 June 2011: Nil). A30B1L6MEA : &) -
18 Capital commitments 18 BEARAIE
At 30 June 2012, the Group had capital commitments as 201266 4308 » NEBREARFIENT :
follows:
At 30 June At 31 December
2012 2011
72012.6.30 7R2011.12.31
RMB million RMB million
ARMEERT ARBBEER
Commitments in respect of aircraft and LA K FRAT 2R e A HE
flight equipment B
— authorised and contracted for —BEREEETA 63,328 61,250
— authorised but not contracted for —EREERFTA 6,117 —
69,445 61,250
Investment commitments-authorised and WEAE-BEREDTL
contracted for
— capital contributions to a subsidiary — B FR AR ERE 120 120
— capital contributions for acquisition
of interests in associates —EEHE N A RENIRERIE 119 119
—share of capital commitments of
a jointly controlled entity — & E R AR B R EE 137 27
376 266
Other commitments Hfth e
— authorised and contracted for —EREDETA 1,573 1,534
— authorised but not contracted for —EREERETL 2,655 2,256
4,228 3,790

37
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19 Material related party transactions

(a)

(b)

Key management personnel remuneration

Key management personnel receive compensation in the
form of fees, salaries, allowances, discretionary bonuses
and retirement scheme contributions. Key management
personnel received total compensation of RMB4.31 million
for the six months ended 30 June 2012 (six months ended
30 June 2011: RMB3.79 million). Such remuneration is
included in “staff costs” as disclosed in Note 7.

Employee benefits plan

The Group participates in various defined contribution
retirement plans organised by municipal and provincial
governments for its staff.

(i)  Retirement benefits

Employees of the Group participate in several
defined contribution retirement schemes organised
separately by the PRC municipal and provincial
governments in regions where the major operations
of the Group are located. The Group is required to
contribute to these schemes at the rates ranging
from 10% to 25% (2011: 8% to 24%) of salary
costs including certain allowances. A member of the
retirement schemes is entitled to pension benefits
from the Local Labour and Social Security Bureau
upon his/her retirement. The retirement benefit
obligations of all retired staff of the Group are
assumed by these schemes.

In addition, the Group has established a
supplementary defined contribution retirement
scheme for the benefit of employees in accordance
with relevant regulations in the PRC. In this
connection, employees of the Group participate in
a supplementary defined contribution retirement
scheme whereby the Group is required to make
contributions not exceeding one-twelfth of the prior
year's total salaries.

BEF AR = HIEAEA — R

for the six months ended 30 June 2012
(AN R 2 B )

(Expressed in Renminbi)

19 EBEBLINRS

(a) FEEEEHM

TEEHEBURNTHEERS
& 2EE - BBIEAREREN - =2
EIEENEZ 2012496 A30H 1E61E A
HIWER A RiE431 BT (HE 20114
6 H30H1E61EAR : ARKE3798TT) ° %
SHNE BREEM 7RI B ITRARIA °

(b)

EEERTE
AEBAERRE ST HETME BT
IR B FE BRI S -

(i)

BRIKIEF

BIEFRAEBEERE  A5B5
HEREEZN T MBFMEBFEHE
R ESBHRFURIRGTEl - AEBIZE
BTE -« B MEAMEEN10% 2
25% (2011 4F : 8% & 24% ) Ktk 17
BARRIRE TR - 2INZEHEINE
B A AR IR E &5 Bt 2R
FEEBPILERUR RS o BR EMURIRE
HRE T - ANEE I AN
EREZ R ONGT B4R B M (E (R B B FB
MEKRET -

AN - RIBPBEEERE - AEE
BYGCEFEHE - HRAKER
MEEFSHEMET  AEEE
FRIEBLFEETTEREN
RSB -
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19 EBEBLIHRS ()

(b) Employee benefits plan (continued) (b) EEEFIGTEI(E)
(i)~ Share appreciation rights scheme (i) AREIE(EEE )

19 Material related party transactions (continued)

On 30 November 2011, the Company’s Extraordinary
General Meeting approved the “H Share
Appreciation Rights Scheme of China Southern
Airlines Company Limited” and “Initial Grant
under the H Share Appreciation Rights Scheme of
China Southern Airlines Company Limited” (“the
Scheme”).

Under this Scheme, 24,660,000 units of SARs were
granted to certain employees of the Group at the
exercise price of HKD3.92 per unit in 2011. No
shares will be issued under the Scheme and each SAR
is notionally linked to one existing H Share of the
Company. Upon exercise of the SARs, a recipient will
receive an amount of cash equal to the difference
between the market share price of the relevant H
Share and the exercise price.

The SARs will have an exercise period of six years
from the date of grant. Upon the satisfaction of
certain performance conditions after the second,
third and fourth anniversary of the date of grant,
each one third of the SARs will become exercisable.

A dividend of RMBO.2 (equivalent to HKDO0.25) per
share was approved by the Company’s General
Meeting on 31 May 2012 (Note 17(a)(ii)), therefore,
the exercise price for the SARs was adjusted
to HKD3.67 per share in accordance with the
predetermined formula stipulated in the Scheme.
During the period, 260,000 units of SARs were
forfeited.

The fair value of the liability for SARs is measured
using the Black-Scholes option pricing model. The
risk free rate, expected dividend yield and expected
volatility of the share price are used as the inputs into
the model. As at 30 June 2012, the fair value of the
liability for SARs was RMB5,646,000 (31 December
2011: RMB231,000) and a corresponding staff costs
of RMB5,415,000 was recognised in profit or loss
during this period (six months ended 30 June 2011:
nil).

R2011411 A30H © AR A
REAREERBE T(PEmMTM
22 [ 19 5 R 23 B H A AR SR A B T
SRR B A =D AR A A
Hfijﬁﬁ%‘ei B E TS ([Z
stEl]) o

RIBEZETE - AEER2011F12A4
31 BHAMR T 1184 & I 24,660,000
MR ERERE THEREER
3.92/87C o kst BIEBEITRG
EMHREEEREE R HRETE
o BIHE T ATEREZHE#
B - A B ABHRRMD O MSIRE
BITHEM IR U EUR £ WS -

R T APTERZEEREA WS
BRTZHENE  EEIEEX
RIRMFRIBRLT - B T AFER
RIEERERN =02 KD RHE
BRTAEmMAES - —FF &M
EFRER

AARIPREAEF2012F5H31H
HEMHR E BRI EIRET A S
f%0.20 T AR (FBER 0.2587T)
#I 28 & A% ) (B 5E17(a) (i) » B
ZeTElREEENARN » E4iH
R E R EREMNITEERARATR
3.67787T ° ANAF]H 260,00015 HA%
A& B ERE A AN TR BRI IR o

R EEAEAABENGEER
$ZA Black-Scholes (& B &{E 777%)
B (EERR - ZRA E B ES
FEEERKRFIR - FEHH AW
R NIBEARRER B R - B E2012F
6H30H BERFENBSEER
BT NEENZTABEEEAA
R % 5,646,000 7T (2011412 A 31
H :231,00070) @ ANRE AL
B LAIR & &5 & R AR 19 S A5 T AR A
ERasE s AR 5,415,000 7T (B
220116 A30HIE6MEA : &) o
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19 EBEBLIHRS ()

19 Material related party transactions (continued)

() Transactions with CSAHC and its affiliates (the ) EEMmEERHEBEEATIREAEE
“CSAHC Group”), associates, jointly controlled HEE  SEREMBEEBATRZR
entities and other related company of the Group 2

Six months ended 30 June

BZ6H30HL6MEA
2012 2011
RMB million RMB million
ARMEERLT ARBBEER
Income received from the W 2 i 5= B R HL BB A R U
CSAHC Group
Charter flight and pallet income BB RN 34 26
Cargo handling income EYERERA 3 11
Commission income SHE IRIA 4 3
Expenses paid to the CSAHC Group X {{mMEEREHKEARER
Repairing charges HIEE 321 294
Handling charges RHFEE 47 47
Commission expenses HERIER 7 11
Cargo handling charges EYRIEFEE 8 9
Lease charges for land and buildings ~ TitNEEEEDHES 77 70
Property management fee MBI REEE 19 15
Expenses paid to jointly controlled Z{AE&ATREZ ATER
entities and an associate
Repairing charges HIEE 728 603
Flight simulation service charges RERIT SRR TS B 126 113
Advertising expenses BERIERIERE ERE 17 10
Training expenses AT R E 70 62
Income received from a jointly WEE&ATRA
controlled entity
Rental income HeUA 17 18
Expense paid to other XS EAMEABAREA
related company
Air catering supplies MR EE 34 -
Disposal to CSAHC Group HEZEMEEREKE DN
Consideration for disposal of HEBEMXIEEE 2 51% s
51% equity interests in Xiamen Media ~ HJ¥{B 43 =
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19 Material related party transactions (continued) 19 BHEREBL RS (&)

(d) Balances with the CSAHC Group, associates, d) Bl ENEHREEREEEQ
jointly controlled entities and other related A RASENHE SERHEM
company of the Group BREE A RIS ¢

At 30 June At 31 December

2012 2011
72012.6.30 722011.12.31
RMB million RMB million

ARBEEBRT AREKBETR

Receivables FEW R IE
The CSAHC Group MR R EEE A 20 43
Associates [ Al/NG] 29 12
Jointly controlled entities X UNE 90 88
Other related company E b FERE A A 2 24
141 167
Payables PRI/
The CSAHC Group FAME B R HEE N A 158 68
A jointly controlled entity of CSAHC EMmEEREE AR - 1
An associate AN 21 13
Jointly controlled entities XN 20 39
Other related company H{th g A 7 - 1
199 122
The amounts due from/to the CSAHC Group, associates, FEU ENEmMEEREBEAR « AEE
jointly controlled entities and other related company of ROEEE - &% R E b B A A /) 5IE E K
the Group are unsecured, interest free and have no fixed - R E REREE AR

terms of repayment.
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19 Material related party transactions (continued)

(e) Loans from and deposits placed with Southern
Airlines Group Finance Company Limited (“SA
Finance”)

()

(i)

Loans from SA Finance
At 30 June 2012, loans from SA Finance to the
Group amounted to RMB520 million (31 December
2011: RMB480 million).

The unsecured loans are repayable as follows:

[ Eme AV e NIWAY (DE Rl S8 i
for the six months ended 30 June 2012
(AN R 2 B )

(Expressed in Renminbi)

19 EBEBLIHRS ()

(e) FEEMEEMEKERAR(EMR
B3 1) W E R F A R M B3 0
X
()  FEMEEEN

MN2012%6 A30H - ZK%IFTF‘?
MBBEIREERARKES20E T
(2011$12ﬂ31E| /\Eﬁﬂm.soﬁf
JL) °

R TS e IR B K
SR

FHBEE

At 30 June At 31 December

2012 2011

72012.6.30 72011.12.31

RMB million RMB million

ARMBEERT ARBBET

Within 1 year 15FR 171 102
After 1 year but within 2 years 1FLAE2F AR 349 358
After 2 years but within 5 years 2 F A E5FLAR - 20
520 480

During the six months ended 30 June 2012, interest
expense paid on such loans amounted to RMB16
million (six months ended 30 June 2011: RMB13
million) and the interest rates ranged from 4.86 %
t0 6.32% per annum during the period (six months
ended 30 June 2011: 4.86% to 6.08% per annum).

Deposits placed with SA Finance

At 30 June 2012, the Group's deposits with
SA Finance amounted to RMB2,070 million (31
December 2011: RMB2,493 million). The applicable
interest rates were determined in accordance with
the rates published by the People’s Bank of China.

Interest income received on such deposits amounted
to RMB25 million (six months ended 30 June 2011:
RMB9 million).

(f) Guarantees from CSAHC
At 30 June 2012, certain bank loans of the Group
amounted to RMB 158 million (31 December 2011:
RMB221 million) were guaranteed by CSAHC.

HZE2012F6 A30HIE6ER » &
SEAEMPBEI M EBARE
0.16 aﬁ(%z12011$6ﬂ 30H Ik

6M@A : ARKEO0.13187T) @ fERE
%IJ$J,%4.86%16.32%(§JZ12011
F6H30H1E6MEA « FF/%4.86%
Z6.08%) °

(i)  TEHR R 750
M2012%F6 A30H ° KEBEFW
REm B FERAEARE20.70
(20115128318 : AR
24931B7T) ° 7R FIZE Ty iR IR o
B ARBBITAMZABBEERF RE

):'_Eo

REBRAER M BEREET
FUTER A R#0.25 8T (B E 2011
F6A30HIE6MEA : ARK008
T0) TERF B o

(f) EMEERHEAER
R201296 A30H ' K&EE AR 1.58
BITHRTERAEMERAAREER
HIER(Q2011F12 A31H : AREE2.21
fBrt) °
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19 Material related party transactions (continued)

(9)

(h)

Commitments to CSAHC

At 30 June 2012, the Group had operating lease
commitments to CSAHC in respect of lease charges for
land and buildings of RMB150 million (31 December
2011: RMB199 million).

Transactions with other state-controlled
entities

The Company is a state-controlled entity and operates
in an economic regime currently dominated by entities
directly or indirectly controlled by the PRC government
("state-controlled entities”) through its government
authorities, agencies, affiliations and other organisations.

Other than those transactions with the CSAHC Group,
associates, jointly controlled entities and other related
party of the Group as disclosed in Notes 19(c), (d), (e), (f)
and (g) above, the Group conducts transactions with other
state-controlled entities which include but are not limited
to the following:

—  Transportation services;

—  Leasing arrangements;

—  Purchase of equipment;

—  Purchase of ancillary materials and spare parts;
— Andillary and social services; and

—  Financial services arrangement.

These transactions are conducted in the ordinary course of
the Group’s business on terms comparable to those with
other entities that are not state-controlled. The Group
has established its buying, pricing strategy and approval
process for purchases and sales of products and services.
Such buying, pricing strategy and approval processes do
not depend on whether or not the counterparties are
state-controlled entities.

Having considered the potential for transactions to be
impacted by related party relationships, the Group’s
pricing strategy, buying and approval processes, and what
information would be necessary for an understanding
of the potential effect of the relationship on the interim
financial statements, the directors are of the opinion that
the following transactions with other state-controlled
entities require disclosure:

o [ /i J5 i 22 A p A R 2 )
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19 EBEBLIHRS ()

(9)

(h)

¥R M S YR

R20129F6 A30H » AEEHFEMER
ARHETHEEENKEHERER
AR#1 50187 (20114128318 : A
R#1.99M87T) o

MEMBBEAEENRZS

AR —REELE  PE— A
BT B BRI - (32 BB A
T&E@%%E&%ﬁ&%%%m%
(TEA{ %) R AR
i -

BRAE B 3 19(c), (d), (e), (F) LA R (g) R 4
Eéﬁ’]ﬁﬁﬁﬁ%@&ﬁﬂw%@ﬂﬁﬁ%@

MBS DR B R EAMBAR A RET
MR Z N - $%léﬁiﬁﬁtl*ﬁ_¢¥?&ﬁ

MR ZEBETRR THIEEA :

BRIRTS

- HEZRH
= REBR
- BAm R R TR

- e REmBRY &
- T RARTS LB
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BEURFEHRAEEABEFBREDE
17 1T A £ 32 5 B B 38 BR A0 6% 7k F £
H i FER G b FE TR M AR B KA
o NEBD B ERREE &S ERAMNR
BRETRE  TERBMEFEHRER -
t%%ﬁ EERBMEARNL R
RO H B BREREMTE -

ZRTBBIBE AKRENTER
B RENELEEAHAIZINEEY
& UREHRZEEYD RN BEREE
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19 Material related party transactions (continued)

19 HEHEBLHRS (&)
(h) MEMREEENRS (F)

AEFHBERMEF X (EEEF
RIT)ETTHIR S

(h) Transactions with other state-controlled
entities (continued)
(i)  The Group’s transactions with other state-controlled (i)
entities, including state-controlled banks in the PRC

Six months ended 30 June

BZ6H30H16{EA

2012 2011

RMB million RMB million

ARBBEERL AREBEER

Jet fuel costs i 13,844 11,574

Interest income A B U A 57 67
Interest income on wealth

management products IR mn Al B IR 20 23

Interest expense MEZ 584 361

(i)  The Group’s balances with other state-controlled
entities, including state-controlled banks in the PRC

(i) AEELREMEELE(EZEE
IR7T)HIERER

At 30 June At 31 December

2012 2011

742012.6.30 72011.12.31

RMB million RMB million

ARBEET AREBHET

Trade payables — jet fuel FEASTBR R — BB B 2R 1,405 1,267
Cash and deposits at bank BE MIRTTIER 9,665 5,702
Bank and other loans RITREMER 49,814 46,774

20 Contingent liabilities 20 EEE
(@ AEEmMEMEERESELRNEMN - &
- BOMPEEMR TR E TREEM
BEY - BERmMEERZEEENE
SR TR EREERA ©

(@) The Group leased certain properties and buildings from
CSAHC which are located in Guangzhou, Wuhan, Haikou
and other PRC cities. These properties and buildings lack
adequate documentation evidencing CSAHC's rights
thereto.

Pursuant to the indemnification agreement dated 22 May
1997 between the Group and CSAHC, CSAHC has agreed
to indemnify the Group against any loss or damage arising
from any challenge of the Group's right to use the certain
properties and buildings.

RIEAEEEFEMEBERN 1997 F5 A 22

BEFIMEERS  EhEERERA

SEAREMEEY MBS EE %

ﬁﬁﬁ%l@z#ﬂﬂﬂﬁé&%ﬁ% ' A AN BE
BEE -
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20 Contingent liabilities (continued)

(b)

(c)

The Company and its subsidiary, Xiamen Airlines, entered
into agreements with its pilot trainees and certain banks
to provide guarantees on personal bank loans amounting
to RMB551 million (31 December 2011: RMB395 million)
that can be drawn by the pilot trainees to finance their
respective flight training expenses. As at 30 June 2012,
an aggregate of personal bank loans of RMB349 million
(31 December 2011: RMB293 million), under these
guarantees, were drawn down from the banks. During the
period, the Group has made repayments of RMB1 million
(six months ended 30 June 2011: RMB4 million) due to the
default of payments of certain pilot trainees.

The Company received a claim on 11 July 2011 from an
overseas entity (the “claimant”) against the Company for
the alleged breach of certain terms and conditions of an
aircraft sale agreement. The claimant has made a claim
against the Company for an indemnity of USD46 million
or for the refund of the down payments of USD12 million,
and the interest thereon which is calculated in accordance
with Clause 35A, United Kingdom Supreme Court Act
1981. The claim is still being investigated and the directors
are of the opinion that the claim is without merit and the
Company has involved its legal advisor to defend the claim
and filed a defence to the claimant declining all the claims
and made a counter claim for an indemnity of around
USD34 million caused by the claimant’s non-execution
of the aircraft sale agreement. During the period, the
claimant subsequently changed its claim for the refund of
the down payment of USD12 million to USD 13 million.
The directors are of the opinion that an outflow of
resource embodying economic benefits is not probable to
occur.

21 Non-adjusting post balance sheet events

(a)

(b)

On 10 August 2012, the Extraordinary General Meeting
approved the proposed issuance of new A Shares to
CSAHC for an aggregate consideration of not more than
RMB?2 billion. Up to the date of approval of these financial
statements, the proposed issuance of new A Shares
to CSAHC is still pending for the approval of China’s
Securities Regulatory Commission.

On 3 August 2012, Xiamen Airlines, a 51% subsidiary
of the Company entered into an agreement with
Boeing to purchase 40 Boeing B737 series aircraft at a
predetermined price, which were scheduled for delivery
from 2016 to 2019.
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20 HERE (&)

(b)

(c)

NAR R EPIfZEEE T RITRE TR
TERFAR  HZERTERARIH
ROBHNENEAEREEE ARE
5518 m(EE20115E12 83180 : AR
M3 958 T ) HETTIEIR - 2= 20126 A
308 - HHARITERERIERA B ER
TEENERETARE349EBT(HE
2011412 A31 8 : AR¥293187T) °
RAREH - AEBHAREERRTS
BAREREEMBITERETCIANE
BB AARE0.01BIT(HZE20115F6
A30H [t6fE A HAME : ARE0.04B7T) °

AAFF2011E7 /11 B EXUWE —
RIEIINARN([RE ) AREEESRAL
MFBFAR BB AR - BRARQ R
046 BEETEERESRERELI
79012 BETLTBMN TR + WARIE LR 1981
e AR A EIARFEN LIS EE
FE o BEFAREHEFEFMRELE
Moo BERANFSRENTENRSREE
M A0.131BETT ° thEFADER LR
B ARRBREHFHFRBRKILTE
B WEEBEAZEBERER - A25FE
EIRRMHEERFE - R LlFA
FERFREREZBREHEESRNL
FRATNEERERIBEREY @ I
EREESNA034BETEEEE
% o NRRABIRBZFABR TR A4
BYEENDREAEBAEE o

21 EERBEXRARKRER

(a)

(b)

MR20129F8 A 10 H » AN A=IE— KEakE
BERASEZBB T AR AIFEARELT
ARBRZERN R BRAmEmEEIEAR
BOTARKE  EEESTHAARK
201B7C - BIEATBRERAOBER » %
FARABETARMN AR EFREES
HIAZfE o

R2012F8 A3H ' AAAIKTARIEM
Mz ER F RG] e 0 WIEEEREE
402K B737 AR » 3% KPR &
R2016FE2019F DR AEMRLT o
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Review Report

Review report to the board of directors of China Southern
Airlines Company Limited
(Incorporated in the People’s Republic of China with limited liability)

Introduction

We have reviewed the interim financial report set out on pages
17 to 45 which comprises the consolidated statement of financial
position of China Southern Airlines Company Limited as of 30 June
2012 and the related consolidated income statement, consolidated
statement of comprehensive income and consolidated statement of
changes in equity and condensed consolidated cash flow statement
for the six-month period then ended and explanatory notes. The
Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited require the preparation of an interim financial
report to be in compliance with the relevant provisions thereof and
International Accounting Standard 34, Interim financial reporting,
issued by the International Accounting Standards Board. The
directors are responsible for the preparation and presentation of the
interim financial report in accordance with International Accounting
Standard 34.

Our responsibility is to form a conclusion, based on our review, on
the interim financial report and to report our conclusion solely to
you, as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

Scope of review

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410, Review of interim financial
information performed by the independent auditor of the entity,
issued by the Hong Kong Institute of Certified Public Accountants.
A review of the interim financial report consists of making enquiries,
primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance
with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly
we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial report as at 30 June
2012 is not prepared, in all material respects, in accordance with
International Accounting Standard 34, Interim financial reporting.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building

10 Chater Road

Central, Hong Kong

The People’s Republic of China

27 August 2012
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(Expressed in Renminbi)

RECONCILIATION STATEMENTS OF DIFFERENCES AEEZRTERENFERRNBRREEH
IN INTERIM FINANCIAL REPORT PREPARED UNDER CiE

DIFFERENT GAAPS
(1) The effect of the differences between PRC GAAP and IFRSs on (1) PR EANBEETGEREENZERNE
net profit attributable to equity shareholders of the Company is EHNBEBREARRFEFFIENTZES TN
analysed as follows: T
Six months ended 30 June
HZ6H30H1L61EA
2012 2011
Note RMB million RMB million
e ARKEER AREBET
Amounts under PRC GAAP PRl g AR THERE 449 2,755
Adjustments: AR
Losses on lump sum housing benefits —RMERFREEBE AL (@) (13) (13)
Capitalisation of exchange
difference of specific loans EHEERELBSNENM (b) (17) 26
Effect of the above
adjustments on taxation PA FREE B2 4 @)
Effect of the above adjustments
on non-controlling interests DA ERERE IR R ) B 1 )
Total EH) (25) 5

Amounts under [FRSs

BB s A T2 5 424 2,760
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The effect of the differences between PRC GAAP and IFRSs on
equity attributable to equity shareholders of the Company is
analysed as follows:

@)

TEE

(YN S)

(Expressed in Renminbi)

AT AER AN BIER AF 1 R o R R 2 &A=

EHBENERARRRESOTZEDONTIT

At 30 June At 31 December
2012 2011
#2012.6.30 72011.12.31
Note RMB million RMB million
ik ARBEHER AREBET
Amounts under PRC GAAP REEERTHERE 30,551 32,078
Adjustments: HE
Losses on lump sum housing benefits —RENFEERHERIER (@) 1 14
Capitalisation of exchange
difference of specific loans ﬁlﬁf HERBRE AR (b) 198 215
Accumulated loss attributed to NAFHERER AR EE
non-controlling interests of a subsidiary ﬁ%i?@fi.‘ i) 2T HEREEE (© (23) (23)
Government grants BRE A (d) (37) (37)
Adjustment arising from an
associate’s business combination BEENR—IEHT
under common control PEEHRE (e) 1 =
Effect of the above
adjustments on taxation DA E BRI BT E (50) (54)
Effect of the above adjustments
on non-controlling interests PA FREE R E R R E (17) (18)
Total A&t 83 97
Amounts under IFRSs BB TSR R TS5 30,634 32,175
Notes: BT
(@) Inaccordance with the PRC GAAP, losses on the lump sum housing (@ REHPEGFER - NAFHEME /A
benefits executed by CSAHC are charged to retained profits as of 1 January EEE AL Eﬁﬁ%iﬁfiﬁ)\zom ¢1 H 1 EI ﬂi
2001 pursuant to the relevant regulations. Under IFRSs, losses on lump FH o iR PRBIR B RS RS 2R —R IEE/;E';%%
sum housing benefits are initially deferred and charged to the income AR F IR TE R Eﬁ?LA}ELIEﬁBﬁ’\H?ﬁﬁEE’J

(©

statement, over the vesting benefit periods stipulated by the relevant
contracts.

In accordance with the PRC GAAP, exchange difference arising on
translation of specific loans and related interest denominated in a foreign
currency is capitalised as part of the cost of qualifying assets. Under IFRSs,
such exchange difference should be recognised in profit or loss unless the
exchange difference represents an adjustment to interest.

For both PRC GAAP and IFRSs, from 1 January 2010, any losses incurred by
a non-wholly owned subsidiary will be allocated between the controlling
and non-controlling interests in proportion to their interests in that entity,
even if this results in a deficit balance within consolidated equity being
attributed to the non-controlling interests. Under PRC GAAP, this new
accounting policy is being applied retrospectively with previous periods
figures restated. Under IFRSs, this new accounting policy is being applied
prospectively and therefore previous periods have not been restated.

In accordance with the PRC GAAP, special funds such as investment grants
allocated by the government, if clearly defined in official documents as
part of “capital reserve”, are credited to capital reserve. Under IFRSs,
government grants relating to purchase of fixed assets are deducted from
the cost of the related fixed assets.

In accordance with the PRC GAAP, the Company and its associate account
for the business combination under common control by applying the
pooling-of-interest method. Under the pooling-of-interest method, the
difference between the historical carrying amount of the acquiree and the
consideration paid is accounted for as an equity transaction. Under IFRSs,
the Company adopts the purchase accounting method for acquisition
of business under common control. Accordingly, adjustments are made
to make the associate’s accounting policy of business combination
under common control conform to the policy of the Company when the
associate’s financial statements are used by the Company in applying the
equity method when preparing its financial statements in accordance with
IFRSs.

(e)

E%Eﬁ%ﬁ%ﬁﬁ%éﬁﬁﬁ@ﬁ%@FEWBZJE@ ®

RIBHEGEER - SNEEPUERARE R A S A E
SR BE TIAERL  sEANEEALRID

BEMKRA - RIBBERIBREER] - BT HERF
BB A AR NS G RE LR E X B a0 7 T IA
BAARESN - EMOEt A E HR

REEF @@HEEU&IWHM‘%ﬁi&ﬁU 820104
1TA1HE ARISFERE R D R E HE R
}ET?H:H:JE E.&% BB RESTAZE
M ERE) - EEREEIPRERERER - RETHE

PR ZEE R EE EETEPHE - MiBE
E’iﬂﬁ%iﬁ%ﬁﬂ‘l P R BATBREE ERETED
REFEGER  BURBANRERS BRR
FREBEZARREEREARREER - AAH

HERTABARRTE - BE - =& EMRRBARATHE
RN RER R T LORIE AR B EREREH A
MEAAEHT A 85 - MBS RE
HERIRARTE - SEE AR B AO BT #7 BY R RUAR R &
REBETFE SR - AR EEE R EER—EH T
MEXSHESHFRARMNEEMEE - HRRE
B8 - EX NS ENZRHRR R -
AR AR e AR E I AR R R AR M s o IRIBE
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ERER - BRI R )RR R IR B R ) B
BT3RS R @ R — R RAETT T %
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