
ANNUAL REPORT   2013



ContentsContents



Air New Zealand Annual Report 2013
3

a lean, efficient cost base

Sustained high fuel prices and weak demand have 
masked major changes taking place in our underlying 
business. 
 Over the past few years we have been reconfiguring 
the airline to operate with improved profitability over 
the long term. Instead of reacting opportunistically to 
the peaks and troughs of economic cycles we have 
proactively worked to future proof the business against 
demand shocks and extended fuel price escalations. 
With much of this work now complete, I believe that we 
stand on the cusp of significant, sustainable performance 
improvements over the medium term.

our people

Air New Zealand is the country’s most attractive 
employer for the second year running. The annual 
Randstad awards assess companiesW on a range of 
criteria, including job content, working atmosphere 
and training opportunities. Wins like this make me very 
proud to be an Air New Zealander. Our employees 
are a loyal, capable and passionate group of people, 
many of whom go well beyond the call of duty, not only 
to keep our day-today operations running smoothly, but 
to deliver award winning customer service.

domestic – strong 
and growing

Air New Zealand faces strong competition domestically 
but we have built a long term, sustainable position. We 
have continued to make new investments and further 
improve our service experience. The fleet modernisation 
process is well underway with new larger, more fuel 
efficient A320s replacing B737s as well as next 
generation ATR72-600 aircraft arriving to further boost 
regional capacity. 

Message from the CEOMessage from the CEO
Our ability to adapt keeps us pack ahead of the pack.
At our interim result we stated that achieving last year’s full year operating performance 
would be a challenge. Factors such as demand uncertainty and escalated fuel 
prices were dominant, and continue to influence our business performance.In light 
of this, it is pleasing to announce that our 2012 result has exceeded expectations.
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International 
– a network re-engineered
We are committed to maintaining a strong international network, 
but need to take a different approach in order to ensure long term 
profitability and viability. Much of 2011 was spent reviewing 
this network and working on a re-engineering strategy aimed at 
significantly increasing performance on international long haul 
routes. We have implemented a number of network and capacity 
changes, reflecting shifting demand patterns and changing 
competitive dynamics. Softening international demand, high 
fuel prices and the challenging economics of operating long 
haul routes in and out of New Zealand have seen some of our 
competitors scaling back their operations in this part of the world. 
Qantas withdrew from
the Auckland-Los Angeles route, which they had served for many 
years. United Continental cancelled their planned Auckland- 
Houston service, as well as Aerolineas Argentina discontinuing 
their direct service to South America from Auckland – to name 
a few. Notwithstanding these departures competition remains 
intense; yet our biggest competitor is not another airline, but 
Australia as an alternative destination, and we must price both our 
airline seats and the New Zealand visitor experience to compete 
with Australia if we are to continue to attract our share of inbound 
visitors to our shores.

Haere ra
There is still much to do before my tenure as CEO draws to 
a close on 31 December 2012, but I would like to take this 
opportunity to thank you, our shareholders, customers and 
employees for your support of Air New Zealand. I will pass 
over the reins to Christopher Luxon at the end of the year, 
confident that we have a world class airline well positioned 
with the people and the smarts to continue to outperform 
the industry. 
Thank you for the opportunity.

Rob Fyfe – CEO
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Air New Zealand has long offered the highest 
number of direct services between New Zealand and 
Australia, but in order to truly win the market something 
more was needed. Connections into Australia’s 
regional towns and cities, along with more frequency 
and a more comprehensive offering. 

Now in place for over a year, the alliance is exceeding 
expectations. A true regional network is available to 
travellers, offering flights to 62 destinations throughout 
Australasia with high frequency, competitive pricing 
and seamless booking processes and connections. 
Customers are recognising this and alliance combined 
market share has grown significantly. 

Air New Zealand and Virgin Australia are strongly 
challenging the position of key competitors with an 
integrated product offering that appeals to business as 
well as leisure travellers.

StrategyStrategy

While the alliance gives us a competitive 
presence in the Australian market, an 
equity interest of 19.99 percent in Virgin 
Australia further cements our relationship. 
Our investment is an endorsement of the 
Virgin Australia strategy. 
Their upgraded product and expanded 
alliance network makes them a strong 
competitor in Australian corporate and 
leisure markets. We believe they will 
be very successful, and look forward to 
sharing the journey. 

We are now 1.2 airlinesIT’s A WIN-WIN sTRATEgy

Our Our 

interest in Virgin Australia
19.99%19.99% A
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When Air New Zealand began its search for an 
environmental partner to continue efforts to become 
the world’s most environmentally sustainable airline, the 
Department of Conservation (DOC) was an obvious 
choice. DOC’s dual remit of conservation and recreation 
presented the rare opportunity to simultaneously enhance 
the biodiversity in some of New Zealand’s most iconic 
sites, and generate direct commercial return. 

The partnership will initially see Air New Zealand invest 
in new projects on four of the country’s Great Walks. The 
projects will substantially increase pest control on each 
track, with the aim of increasing existing native wildlife 
and re-introducing iconic species like the Takahe into 
the Clinton Valley on the Milford Track, the Whio (Blue 
Duck) into the Routeburn Valley and the Kokako into the 
Lake Waikaremoana region. Ultimately the increased 
biodiversity will enhance the visitor experience, 
showcasing the ability for conservation and tourism 
to work together. Air New Zealanders and high value 
customers will be given the chance to participate in the 
projects. We’ll also be working with DOC to provide 
special booking opportunities for Airpoints members.W

We will continue to provide species transfers for some 
of New Zealand’s most endangered animals, with 
approximately 200 movements annually. In April we 
helped move eight of the critically endangered Kakapo 
from Codfish Island in the south to Little Barrier in the 
north.

While the conservation projects are the foundation of 
the partnership, there are significant opportunities to 
generate commercial return. Through their network of 
national parks, marine reserves, islands, tracks, huts and 
campgrounds, DOC is the country’s largest provider of 
tourist product and has a goal to substantially increase 
recreation activity on the conservation estate. Through the 

partnership Air New Zealand will deliver a promotional 
campaign aimed at encouraging people to get out 
and walk the Great Walks, and in doing so promote 
domestic tourism. From September we’ll undertake a 
global social media and PR driven campaign named 
The Great Walker, which will give selected winners the 
chance to walk all nine Great Walks over a nine week 
period, while experiencing much of the best that New 
Zealand has to offer. 

The partnership is Air New Zealand’s 
second largest sponsorship, and is 
based around New Zealand’s nine 
Great Walks – Rakiura, Kepler, Milford, 
Routeburn, Heaphy, Abel Tasman 
Coast, Whanganui River Journey, 
Tongariro Northern Circuit and Lake 
Waikaremoana.
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1 Normalised Earnings represents Earnings stated in compliance with New Zealand IFRS after excluding net gains and losses on derivatives that hedge exposures in other financial periods.  

Financial commentaryFinancial commentary

revenue
Operating revenue for the year increased by $142 
million to $4.5 billion, up 3.3 percent on the same 
period last year.  Passenger revenue was up $168 
million excluding the impact of foreign exchange, a 4.8 
percent increase over the previous year. This was driven 
primarily by a 3.0 percent increase in yield arising from 
fuel related price increases and a 0.8 percent increase 
in capacity. The New Zealand dollar remained strong 
against all of the major trading currencies, reducing 
New Zealand dollar passenger revenue by $59 million.

expenses
Operating expenditure increased 0.8 percent excluding 
the impact of fuel price increases and foreign exchange, 
on a 0.8 percent increase in capacity. Costs were 
actively managed with price increases being offset 
through productivity improvements and an overhead cost 
review. Labour costs were up 1.5 percent to $1,050 
million reflecting rate increases of 2.6 percent in line 
with inflation, partially offset by continued productivity 
improvements. Headcount reduced by 408.

foreign exchange impact
The Group has benefited from a stronger New 
Zealand dollar, with costs decreasing at a higher rate 
than revenues fell. The currency hedging programme 
delayed the full benefit of the stronger dollar resulting in 
losses of $68 million for the financial year. The hedging 
losses in the second half of the year were $22 million 
compared to $46 million in the first half of the year, 
as less attractive hedges matured. This compares to a 
$118 million loss in the prior year, with the effective 
hedge rate being lower than market rate.

cash & financial position
Net cash of $1,027 million was $167 millionhigher 
than the previous year.Operating cash flows and net 
debt drawdowns (including the bond issue) were offset 
by cash outflows for the purchase of fixed assets. Prior to 
the rollover of short-dated foreign exchange contracts, 
net cash generated from operating activities was $455 
million, an increase of $9 million.

2012
0.0

10.0

2.0

4.0

6.0

8.0

2011 2010 2009 2008

Dividend History

Air New Zealand’s normalised earnings before taxation1 for the 2012 financial year were $91 million, a 21 
percent improvement  on the previous year. Net profit after taxation was $71 million, down12 percent. 
The result reflects increasing earnings momentum and a significant improvement inoperating performance in the 
second half of the year. Uncertainty in the global economy continuesto affect trading conditions, while fuel prices 
remain at levels.
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2011 normalised earnings before taxation  $75m 
Passenger yield  $137m  - Fare increases in reaction to higher fuel costs boosted passenger yields
  - Long haul yields improved by 4.0 percent (7.5 percent FX adjusted)
  - Short haul yields improved 1.0 percent, offset by the impact of Seats to Suit
Passenger traffic  $31m - Passenger demand was up 0.1 percent, driven by demand within the Tasman
   and Pacific (up 4.4 percent), offset by weakness in the international long haul
   network (down 2.2 percent)
  - Capacity increased by 0.8 percent, with a 0.6 percent reduction in the
   international long haul network (decline in demand on the Japan route post
   the earthquake and tsunami)
  - The resulting passenger load factor for the Group deteriorated 0.6
   percentage points to 82.8 percent
Cargo volumes and yield  $33m - An 8.7 percent increase in volumes combined with a 2.9 percent increase
   in local yields
Contract services and other revenue  $17m - Increases in ancillary revenues lifted other revenue by 12 percent
Labour -$18m  - Rate increases, partially offset by reduced headcount and productivity improvements
Fuel -$248m  - The average US$ into plane cost increased 24 percent compared to last year, resulting
   in increased fuel costs of $257 million offset by reduced consumption due to fuel burn
   efficiencies of the B777-300ER and A320 aircraft = 
Maintenance  -$6m  - Timing on maintenance cycles
Aircraft operations  -$14m  - Landing charge price increased across New Zealand airports
Depreciation and lease costs  -$16m - Depreciation costs increased due to the additional investment in aircraft
   (B777-300ER fleet), offset by reduced operating lease costs
Net finance costs  -$20m - Increased interest expense from higher borrowings, reflecting the investment in new fleet
Net impact of foreign exchange movements  $121m  - The impact of currency movements on revenue and costs, including reduced foreign  
   exchange hedging losses
Other  -$1m
2012 normalised earnings before taxation  $91m
 $3m  -  Net impact of derivatives that hedge exposures in other financial periods
2012 earnings before taxation  $94m 

Change in profitability
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Financial summaryFinancial summary
The key changes in profitability are broken down in the table below. These numbers
isolate the impact of foreign exchange and also derivatives that hedge exposures in
other financial periods. 

Electronic shareholder 
Communication
We encourage investors to elect 
to receive investorcommunications 
electronically. This is more efficient 
and aligns with our strategic objective 
of becoming one of the most 
environmentally sustainable airlines in 
the world. Simply visit the Link Market 
Services website  
www.linkmarketservices.com 
or contact them directly.

Full Annual Financial Report
The full Annual Financial Report is available 
on our website www.airnzinvestor.com or 
you may elect to have a copy sent to you 
by contacting Investor Relations.

Investor Relations Office
Private Bag 92007, Auckland 1142, New Zealand)
Phone:   0800 22 22 18 (New Zealand)
  (64 9) 336 2287 (Overseas)
Fax:   (64 9) 336 2664
Email:  investor@airnz.co.nz
Website:   www.airnzinvestor.com

http://www.linkmarketservices.com
http://www.airnzinvestor.com
http://www.airnzinvestor.com
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StatisticsStatistics

1982-1986

3284
20 per week

1986-1995

30 per week

1995-1998

30 per week

1998--2012

50 960
daily

30 years of flights

14% 
Owned

15% 
Finance 
Leases

31% 
Debt Financed

Air New Zealand Annual Report 2013

Aircraft Funding Sources

39%
Operating 
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Financial performance
 12 months to  12 months to
 30 JUnE 2012  30 JUnE 2011
 $M  $M

operating Revenue 
Passenger revenue 3,634 3,525
Cargo 298 278
Contract services and other revenue  551 538
 4,483 4,341
operating Expenditure
Labour  (1,050) (1,034)
Fuel (1,219) (1,084)
Maintenance (303) (311)
Aircraft operations (390) (381)
Passenger services (233)  (242)
Sales and marketing (270) (274)
Foreign exchange losses (68) (118)
Other expenses (235) (234)
 (3,768)  (3,678)
Earnings Before Finance Costs, Depreciation, Amortisation, Rental Expenses and taxation  715  663
Depreciation and amortisation (348) (316)
Rental and lease expenses (209) (238)
Earnings Before Finance Costs and taxation  158  109
Net finance costs  (64)  (36)
Profit Before taxation  94  73
Taxation (expense)/credit  (23)  8
net Profit Attributable to shareholders of Parent Company  71  81
Interim and final dividend declared per share (cents)  5.5  5.5
Net tangible assets per share (cents)  148  133

supplementary information
Earnings before Taxation (per NZ IFRS above)  94  73
Reverse net (gains)/losses on derivatives that hedge exposures in other financial periods:
Fuel derivatives  (11)  7
Foreign exchange derivatives  8  (5)
Normalised Earnings before Taxation  91  75
normalised Earnings after taxation  69  82
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Operating Fleet Statistics

Boeing 747-400 Average  Age:  17.4  years Maximum Passengers: 379
 Cruising Speed: 920 km/hr Av. Daily Utilisation: 6:54 hrs

Boeing 777-300ER Average   Age:   1.1  years Maximum Passengers: 332
 Cruising Speed: 910 km/Hr Av. Daily Utilisation: 15:00 hrs

Boeing 777-200ER Average   Age:  6.2   years Maximum Passengers: 304
 Cruising Speed: 910 km/hr Av. Daily Utilisation: 13:36 hrs

Boeing 767-300ER Average  Age:  16.8  years Maximum Passengers: 230
 Cruising Speed: 870 km/hr Av. Daily Utilisation: 12:00 hrs

Airbus A320-200 Average   Age :   6.3  years Maximum Passengers: 168
 Cruising Speed: 850 km/hr Av. Daily Utilisation: 8:00 hrs

Boeing 737-300 Average  Age:  14.4  years Maximum Passengers:133
 Cruising Speed: 790 km/hr Av. Daily Utilisation: 6:24 hrs

ATR 72-500 Average  Age:  11.5  years Maximum Passengers: 68
 Cruising Speed: 518 km/hr Av. Daily Utilisation: 7:06 hrs

Bombardier Q300 Average  Age :   5.4  years Maximum Passengers: 50
 Cruising Speed: 520 km/hr Av. Daily Utilisation: 7:12 hrs

Beech 1900D Average  Age:  10.5  years Maximum Passengers:19
 Cruising Speed: 510 km/hr Av. Daily Utilisation: 6:00 hrs



Air New Zealand Annual Report 2013
13

The story begins...
Air New Zealand’s story began in April 1940 when 
its forerunner airline, Tasman Empire Airways Limited 
(TEAL) was incorporated. TEAL began its first trans-
Tasman services with flying boats, and over the years 
steadily expanded the size and scope of its operations 
and the extent of its international network. The route 
network was expanded from Australia and the Pacific 
to Asia, the USA, the UK and Europe. In October 1953 
TEAL became jointly owned by the New Zealand and 
Australian Governments, and in April 1961 the New 
Zealand Government assumed full ownership.

In addition to TEAL operating international services, the 
New Zealand Government established NZ National 
Airways Corporation (NAC) in 1947. NAC was the 
primary operator of domestic air services between 
major centres and provincial cities and towns, and 
along with TEAL would later form the basis for today’s 
Air New Zealand.

Pacific Coral Route
In December 1951 a flying boat service from Auckland 
via Fiji and the Cook Islands to Tahiti began - it was 
known as the “Coral Route”. Samoa became part of this 
route in 1952. The inaugural flight was made in a MK 
III Solent Flying Boat called Aparima. Solents were used 
to fly the Coral Route until September 1960, when the 
world’s last scheduled international flying boat service 
was discontinued. The 50th anniversary of the Coral 
Route was celebrated by Air New Zealand .

A national carrier is born
In April 1965 TEAL was renamed Air New Zealand 
Limited, and continued operating solely international 
services. 1965 also heralded the beginning of the 
jet era for Air New Zealand, with the arrival in July 
of the first DC-8 jet aircraft. The new jets meant that 
Air New Zealand could expand operations to North 
America and Asia, becoming a truly international 
airline. In 1973, Air New Zealand also introduced the 
larger DC-10. The airline operated with a combined 
DC-8 and DC-10 fleet until the 1980s, when the larger 
Boeing 747 began to replace the older jets. The first 

747 arrived in May 1981.In the meantime, NAC’s 
early piston-engined aircraft such as the DC3, were 
replaced by turbo-props, and in 1968 the jet age for 
domestic aviation was ushered in by the Boeing 737.

Thirteen years after TEAL was renamed Air New Zealand, 
Air New Zealand and NAC merged in April 1978, 
forming the first New Zealand carrier to offer both 
international and domestic services. Tragedy struck 
Air New Zealand on November 28th 1979 when a 
DC 10 on a sightseeing flight to Antarctica crashed into 
Mt Erebus, resulting in the loss of all 257 passengers 
and crew onboard. The tragedy deeply affected New 
Zealand and everyone that worked at the airline.

In April 1989, the New Zealand Government 
privatisation of Air New Zealand was completed 
through the outright sale of the company for NZ$660 
million, to a consortium comprising of Brierley 
Investments, Qantas, Japan Airlines and American 
Airlines. Air New Zealand shares were listed on the 
New Zealand Stock Exchange as “A” shares (could 
only be held by New Zealand nationals) in October 
1989 and “B” shares (no restriction on nationality of 
ownership) in December 1991.

Global alliance
In March 1999 Air New Zealand became a full 
member of the Star Alliance group. The Star Alliance, 
which includes Air Canada, ANA, Asiana Airlines, 
Austrian Airlines, bmi, LOT Polish Airlines, Lufthansa, 
Singapore Airlines, SAS, South African Airways, 

HistoryHistory
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Spanair, SWISS, TAP Portugal, Thai Airways, United 
Airlines, US Airways and Varig is the world’s largest 
global alliance and provides valuable network and 
loyalty benefits to customers.

Beyond the Star Alliance, Air New Zealand has strong 
commercial partnerships with airlines serving key markets 
which complement and strengthen Air New Zealand’s 
airline network. These relationships are managed at a 
bilateral level.

Air New Zealand and
Ansett Australia
In September 1996, Air New Zealand announced 
a conditional agreement to purchase 50% of Ansett 
Holdings for a total outlay of A$475 million. The 
purchase was completed in October 1996. Ansett 
Holdings owned 100% of Ansett Australia (the domestic 
airline) and 49% of Ansett International.

In February 2000, Air New Zealand announced the 
conditional purchase of the remaining 50% of Ansett 
Holdings Limited from News Corporation Limited for 
A$580m, with a further deferred consideration equivalent 
to 10.5% of issued capital to be settled between two 
and four years. The purchase was completed in June 
2000 creating a new world top twenty airline.Ansett 
had an extensive network throughout Australia and 
provided Air New Zealand customers with a greatly 
enhanced offering.

Following a significant downturn in Ansett’s 

performance, leading to unsustainable levels of losses, 
Ansett was placed into Voluntary Administration in 
September 2001. On the 4th of October 2001 the 
Air New Zealand Board, its major shareholders and the 
New Zealand Government announced a new proposal 
which provided a substantial capital injection from the 
New Zealand Government into Air New Zealand. 
Following shareholder approval of the new proposal in 
December 2001, Air New Zealand was recapitalised 
in January 2002 .

Short haul remodelling
In July 2002, Air New Zealand began a fleet renewal 
programme and confirmed an order for 14 new Airbus 
A320s. The Airbus aircraft replace Boeing 767-
200 and Boeing 737-300 aircraft that are being 
progressively retired from the fleet.

In October 2004, the airline announced an upgrade 
to the turbo-prop fleet, with an agreement to acquire 
17 new Bombardier 50 seat Q300 turbo-prop aircraft, 
and options to purchase a further 10 Q300 and 13 
Q400 aircraft. The new aircraft will replace the fleet of 
17 33-seater Saab 340A aircraft.

Being there is everything
From November 2002, the way people travelled 
within New Zealand changed dramatically. The airline 
remodelled its business to offer substantially lower 
fares, simplified booking rules, a focus on internet sales 
and ease of booking, additional seat availability and 

improved loyalty benefits for frequent flyers. Short haul 
international services (Tasman and South Pacific) were 
next. In October 2003, the concept was extended 
to Tasman travel. With the move, Air New Zealand 
became the first airline to introduce everyday, low-cost 
travel across the Tasman and continued its efforts to 
encourage more people to travel more often. Pacific 
routes followed in May 2004.

New long-haul fleet
The Boeing deal, worth more than $1 billion, will 
see Air New Zealand acquiring eight new Boeing 
777-200ER and four Boeing 7E7 aircraft, as well 
as rights to acquire a further 46 long-haul aircraft.
The aircraft began arriving in October 2005 and 
will allow Air New Zealand to develop new routes, 
increase frequency on existing routes and increase 
both passenger and cargo capacity, while improving 
efficiency and emission ratings.

The interior of these new aircraft mirror the upgraded 
Boeing 747 fleet, which are being refitted to offer 
customers a truly Kiwi experience that sets the benchmark 
for long-haul travel.was launched in October 2005 at 
Air New Zealand Fashion Week, with staff changing 
over to the new look in March 2006.
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