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CONSOLIDATED INCOME STATEMENT

In € millions
Period from January 1 to December 31 Notes 2017 2016
Sales 6 25,781 24,844
Other revenues 3 2
Revenues 25,784 24,846
External expenses 7 (14,285) (14,263)
Salaries and related costs 8 (7,624) (7,474)
Taxes other than income taxes (158) (164)
Other income and expenses 10 635 842
EBITDAR © 4,352 3,787
Aircraft operating lease costs (1,088) (1,073)
EBITDA © 3,264 2,714
Amortization, depreciation and provisions 9 (1,776) (1,665)
Income from current operations 1,488 1,049
Sales of aircraft equipment 18 21
Other non-current income and expenses 11 (1,925) 46
Income from operating activities (419) 1,116
Cost of financial debt 12 (249) (309)
Income from cash and cash equivalents 35 49
Net cost of financial debt (214) (260)
Other financial income and expenses 12 116 (33)
Income before tax (517) 823
Income taxes 13 229 (294)
Net income of consolidated companies (288) 529
Share of profits (losses) of associates 21 21 (7)
Net income from continuing operations (267) 522
Net income from discontinued operations 14 (8) 270
Net income for the period (275) 792
Non-controlling interests Q) -
Net income - Group part (274) 792
Earnings per share — Equity holders of Air FrandévK(in euros)

- basic 15 (0.81) 2.59

- diluted (0.81) 2.25
Net income from continuing operations - Equity tesklof Air France-
KLM (in euros)

- basic 15 (0.79) 1.68

- diluted (0.79) 1.48
Net income from discontinued operations - Equitidbos of Air
France-KLM (in euros)

- basic 15 (0.02) 0.91

- diluted (0.02) 0.77
The accompanying notes are an integral part oetbessolidated financial statements.
“See note 4.9 in notes to the consolidated finastiéments.
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CONSOLIDATED STATEMENT OF RECOGNIZED INCOME AND

EXPENSES
In € millions
Period from January 1 to December 31 Notes 2017 2016
Net income for the period (275) 792
Fair value adjustment on available-for-sale securies

Change in fair value recognized directly in othemprehensive income 38 (101)

Change in fair value transferred to profit or loss - -
Cash flow hedges

Effective portion of changes in fair value hedgeogmnized directly in othe 192 429

comprehensive income

Change in fair value transferred to profit or loss (25) 731
Currency translation adjustment 9 8
Defgrred tax on items of comprehensive income thawill be reclassified to 132 (41) (352)
profit or loss
Total of other comprehensive income that will be reclassified to profit or loss 173 715
Remeasurements of defined benefit pension plans 774 (547)
Def(_erred tax on items of comprehensive income thatill not be reclassified to 13.2 (205) 114
profit or loss
Total of other comprehensive income that will not be reclassified to profit or loss 569 (433)
Total of other comprehensive income, after tax 742 282
Recognized income and expenses 467 1,074
- Equity holders of Air France-KLM 467 1,073
- Non-controlling interests - 1
The accompanying notes are an integral part oetbessolidated financial statements.
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CONSOLIDATED BALANCE SHEET

Assets December 31, December 31,
In € millions Notes 2017 2016
Goodwill 16 216 218
Intangible assets 17 1,122 1,066
Flight equipment 19 9,921 9,119
Other property, plant and equipment 19 1,492 1,480
Investments in equity associates 21 301 292
Pension assets 22 590 1,462
Other financial assets 23 1,242 1,064
Deferred tax assets 13.4 234 176
Other non-current assets 26 239 448
Total non-current assets 15,357 15,325
Other short-term financial assets 23 421 130
Inventories 24 557 566
Trade receivables 25 2,136 1,868
Other current assets 26 1,264 1,105
Cash and cash equivalents 27 4,673 3,938
Total current assets 9,051 7,607
Total assets 24,408 22,932
The accompanying notes are an integral part oetheasolidated financial statements.
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CONSOLIDATED BALANCE SHEET (continued)

Liabilities and equity December 31, December 31,
In € millions Notes 2017 201¢€
Issued capital 28.1 429 300
Additional paid-in capital 28.2 4,139 2,971
Treasury shares 28.3 (67) (67)
Perpetual 284 600 600
Reserves and retained earnings 285 (2,099) (2,520)
Equity attributable to equity holders of Air France-KLM 3,002 1,284
Non-controlling interests 13 12
Total equity 3,015 1,296
Pension provisions 30 2,202 2,119
Other provisions 31 1,710 1,673
Long-term debt 32 6,064 7,431
Deferred tax liabilities 134 11 (12)
Other non-current liabilities 34 361 284
Total non-current liabilities 10,348 11,495
Other provisions 31 488 654
Current portion of long-term debt 32 1,378 1,021
Trade payables 2,365 2,359
Deferred revenue on ticket sales 2,889 2,517
Frequent flyer programs 819 810
Other current liabilities 4 3,100 2,775
Bank overdrafts 27 6 5
Total current liabilities 11,045 10,141
Total liabilities 21,393 21,636
Total equity and liabilities 24,408 22,932
The accompanying notes are an integral part oetheasolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’

EQUITY

Issued Additional Treasury Perpetual Reserves  Equity Total
| - capital  paid-in shares and attributable  controlling equity
n € millions - X Ny

capital retained to holders of interests
earnings Air France-
KLM
December 31, 2015 - Restated 300,219,278 300 2,971 (85) 600 (3,561) 225 48 273
Fair value adjustment on available for
sale securities i i i i i (126) (126) i (126)
Gain / (loss) on cash flow hedges - - - - - 833 833 - 833
Remeasurements of defined benefit
pension plans (Including deferred tax
on items of comprehensive income - - - - - (434) (434) 1 (433)
that will not be reclassified to profit or
loss)
Currency translation adjustment - - - - - 8 8 - 8
Other comprehensive income - - - - - 281 281 1 282
Net result for the period - - - - - 792 792 - 792
Total of income and expenses
recognized - - - - - 1,073 1,073 1 1,074
Change in scope - - - - - @) (7) (36) (43)
Treasury shares - - - 18 - - 18 - 18
Dividends paid and coupons on
perpetual - - - - - (25) (25) @ (26)
December 31, 2016 300,219,278 300 2,971 67) 600 (2,520) 1,284 12 1,296
December 31, 2016 300,219,278 300 2,971 67) 600 (2,520) 1,284 12 1,296
Fair value adjustment on available for
sale securities i i i i i 36 36 i 36
Gain / (loss) on cash flow hedges - - - - - 128 128 - 128
Remeasurements of defined benefit
pension plans (Including deferred tax
on items of comprehensive income - - - - - 568 568 1 569
that will not be reclassified to profit or
loss)
Currency translation adjustment - - - - - 9 9 - 9
Other comprehensive income - - - - - 741 741 1 742
Net result for the period - - - - - (274) (274) 1) (275)
Total of income and expenses
recognized - - - - - 467 467 - 467
Capital increase - 129 1,168 - - (18) 1,279 - 1,279
Dividends paid and coupons on
perpetual i i i i i (25) (25) i (29)
Change in scope - - - - - - - - -
Other - - - - - (3) (3) 1 (2)
December 31, 2017 428,634,035 429 4,139 67) 600 (2,081) 3,002 13 3,015
The accompanying notes are an integral part oethessolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

Period from January 1 to December 31 Notes 2017 2016
In € millions

Net income from continuing operatic (267) 522
Net income from discontinued operati 14 (8) 270
Amortization, depreciation and operating provisions 9 1,77¢ 1,665
Financial provisions 12 54 5
Loss (gain) on disposals of tangible and intangilsigets 11 (34) (86)
Loss (gain)on disposals of subsidiaries and assscia 11 (31) (312
Derivatives — non monetary result 26 179
Unrealized foreign exchange gains and losses, net (200} 89
Share of (profits) losses of associates 21 (21) 6
Deferred taxes 13 (261, 264
Impairment 40.1 - 2
Other non-monetary items 40.1 1,59¢ (64)
Financial capacity 2,62¢ 2,182
Including discontinued operations (D) - 43
(Increase) / decrease in inventories 5 (61)
(Increase) / decrease in trade receivables (329) (104,
Increase / (decrease) in trade payables 68 23
Change in other receivables and payables 52€ 209
Change in working capital requirement 27C 67
Change in working capital from discontinued openadi (D) - (10)
Net cash flow from operating activities (A) 2,89¢ 2,239
Acquisition of subsidiaries, of shares in non-coli#d entities 40.2 9) (18)
Purchase of property plant and equipment and itténgssets (B) 20 (2,312 (2,072)
Proceeds on disposal of subsidiaries, of sharaerircontrolled entities 11 8 364
(Pé;Jceeds on disposal of property plant and equiparhintangible asse 1 11¢ 213
Dividends received 9 7
Decrease (increase) in net investments, more thmarghs (262) 791
Net cash flow used in investing activities of distioued operatior - (12)
Net cash flow used in investing activities (2,456 (727,
Capital increase 747 -
Sale of minority interest without change in control - 15
Issuance of debt 32 74z 1,331
Repayment on debt 32 (332 (1,430)
Payment of debt resulting from finance lease liéd (711) (481;
New loan: (137, (129
Repayment on loans 54 43
Dividends and coupons on perpetual paid (38) (38)
Net cash flow used in financing activities of distinued operatior - 22
Net cash flow from financing activities 32E (667,
Effect of exchange rate on cash and cash equisaten bank overdraf

; (33) (13)

(net of cash acquired or sold)

Change in cash and cash equivalents and bank ovemifts 734 832
Cash and cash equivalents and bank overdraftgyatrieg of period .

; . . h - 27 3,93 3,101
(including cash of discontinued operations)

Cash anq cash'equlvalents gnd bank overdraftdatfeueriod (including o7 4,66 3,933
cash of discontinued operations)

Income tax (paid) / reimbursed (flow included irecgting activities) (11) 19
Interest paid (flow included in operating activitje (228, (273)
Interest received (flow included in operating aitiég) 14 31
The accompanying notes are an integral part oetbessolidated financial statements.
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Period from January 1 to December 31 Notes 2017 2016
in € millions

Net cash flow from operating activities A 2,898 2,239
Purchase of property plant and equipment and iitténgssets B (2,312) (2,072)
Proceeds on disposal of property plant and equiparghintangible

assets C 110 213
Net cash flow from operating activities from distioned operations D - (33)
Operating free cash flow excluding discontinued aétities (*) 33 696 347

The accompanying notes are an integral part oetbessolidated financial statements.
) See note 4.9 in notes to the consolidated finaatigements.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS

-12 - 15/02/2018



Air France-KLM Group

1. BUSINESS DESCRIPTION

As used herein, the term "Air France—KLM" refers Air France-KLM SA, a limited liability company
organized under French law. The term “Group” isrespnted by the economic definition of Air FrandeMK
and its subsidiaries. The Group is headquartereBramce and is one of the largest airlines in tholdy
The Group’s core business is passenger transpmortati scheduled flights (“passenger network”). Greup’s
activities also include cargo, aeronautics mainteaa“low cost” passenger transportation (Trangaaial other
air-transport-related activities.

The limited company Air France-KLM, domiciled atr2ie Robert Esnault-Pelterie 75007 Paris, Frarcthe
parent company of the Air France-KLM Group. Air kca-KLM is listed for trading in Paris (Euronextica
Amsterdam (Euronext).

The presentation currency used in the Group’s fir@rstatements is the euro, which is also Air EeaKLM’s
functional currency.

2. RESTATEMENT OF ACCOUNTS 2016

Introduction of the Network Business

As part of the strategic repositioning of the calysiness, the Group has progressively implemeatedw
business model aimed at optimizing the belly amthlmiccapacity of the passenger aircraft and reduttiegfull
freighter fleet. In 2017 the bellies of passengeraft should exceed 85 per cent of total carguac#ty. The full
freighter fleet consists of two B777's and four B7fteighters, representing a 24 per cent redudtiofull
freighter capacity in 2016 and a more than 50 pet teduction since 2013.

Except for the full freighter fleet, the commerciaterests of the passenger business are detegnthim
utilization of aircraft in the Group’s network, piaularly with regard to the choice of aircraft arnide
frequencies to destinations. In this context, casgoonsidered to be an activity which is completagnto the
passenger activities, contributing to the line padility and performance of the routes. These @etivities
constituting a unique larger activity, called ‘Nerk’. It is the performance of this activity that mow tracked
by the Group Executive Committee.

As a consequence, the Network business constitutesunique operating segment. Note 6 “Informatign b
activity and geographical area”, has been resttedrdingly.
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3. SIGNIFICANT EVENTS

3.1. Events occurring during the period

KLM pension schemes in The Netherlands

Cabin Crew pension scheme

In August 2017, KLM and the Cabin Crew unions agreemodify the pension scheme for KLM Cabin Crew i
the Netherlands. This pension scheme qualifiescadlective defined contribution scheme and leth®
derecognition of the cabin crew pension asset.

The pension asset, based on actuarial assumpsarfsfaigust 1, 2017, amounted to €311 million aad been
recorded as ‘Other non-current income and expefséisé consolidated income statement. Net of inedax,
the impact amounted to € (233) million.

Cockpit Crew pension scheme

In December 2017, KLM and the KLM Cockpit Crew Umiagreed to modify the Cockpit Crew pension plan.
This modified plan qualifies as a collective de@irontribution plan and led to the derecognitiothef cockpit
pension asset. This pension asset, based on spadifiarial assumptions for the Cockpit Crew plswofa
December 15, 2017, amounted to €1,399 million. 8dgreement includes a dowry payment of 194 millmthe
pension fund of which €120 million has been pai®atember 2017. Net of income tax, the impact arsalito
€ (1,196) million.

The modification of these two pension plans isgmigicant de-risking for the Group'’s risk profileolatility in
the balance sheet and avoid to be potentially tbtoenake substantial additional pension payments.

Litigation concerning anti-trust law in the air-fre ight industry

On March 17, 2017, the European Commission issueahadecision against eleven air cargo carriecdyding
Air France, KLM and Martinair, regarding practideghe air cargo sector deemed to be anti-competénd
relating to the period between December 1999 ahduaey 2006. This new decision follows the Decentlr
2015 annulment by the General Court of the Eurofpédion of the European Commission’s initial deaistf
November 9, 2010, relating to these same praciindsoncerning the same carriers. This initial €lenihad
been annulled in full because it contained a cdittion regarding the exact scope of the practiegstioned.

The total amount of fines imposed on the Air Frakéd Group is €325 million. This amount has beeiglsily
reduced as compared to the initial decision owing tower fine for Martinair due to technical reaso

On May 29 and 30, 2017, the Group companies fited@peal against this decision before the Generatt®f
the European Union.

Capital increase reserved to China Eastern Airlinesind Delta Air Lines and investment in share capithof
Virgin Atlantic

On October 3, 2017, Air France-KLM announced thegietion of the capital increases reserved to China
Eastern Airlines and Delta Air Lines. The relatéj0b4,820 new shares were admitted to the reguiatelet
of Euronext Paris and Amsterdam. These capitakasgs, announced on July 27, 2017, were approvdwby
General Shareholders Meeting of September 4, 20iina Eastern Airlines and Delta Airlines both ®0&18%
of Air France-KLM's share capital as of DecemberZ117 and consequently each have one director
representing the companies within Air France-KLBItsard of Directors.

The Group had already announced the reinforcenfeats strategic partnerships with the creation gi@bal
joint-venture between Air France-KLM, Delta Air lgs (Delta) and Virgin Atlantic. Air France-KLM will
acquire a 31% stake in Virgin Atlantic’s share talgior GBP 220 million. Delta holds 49% of Virghtlantic's
share capital. The creation of the global jointtves is subjected to the approval of the compettititory
authorities.
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Early redemption of the OCEANES maturing on February 15, 2023

On November 15, 2017 Air France-KLM exercised @dyredemption option in respect of all its outstang
OCEANEs.

Air France-KLM received exercise notices for 53,38 OCEANES, representing 99.96 per cent of the
outstanding OCEANEs, giving right to the delivefy58,359,937 ordinary shares, each with a nomiaaler of
€ 1.00. This transaction is presented in detailate 32.2.

3.2. Subsequent events

There have been no significant events since thengmf the financial year.

4. ACCOUNTING POLICIES

4.1. Accounting principles

Accounting principles used for the consolidated fiancial statements

Pursuant to the European Regulation 1606/2002 lgf 1 2002, the consolidated financial statemenftthe
Air France-KLM Group as of December 31, 2017 westalglished in accordance with the International
Financial Reporting Standards (“IFRS”) as adoptedhe European Commission on the date these cdasedi
financial statements were established.

IFRS, as adopted by the European Union, differeirtagn respects from IFRS as published by the mat&wnal
Accounting Standards Board (“IASB”). The Group hlaswever, determined that the financial information
the periods presented would not differ substagtihe Group had applied IFRS as published byl##®B.
The consolidated financial statements were approyetie Board of Directors on February 15, 2018.

Change in accounting principles

= |FRS standards and amendments which are applicatdemandatory basis to the 2017 financial statésnen

¢ Amendment to IAS 12 “Recognition of Deferred TaxsAws for Unrealized Losses”, effective for the
period beginning January 1, 2017;
* Amendment to IAS 7 “Disclosure Initiative”, effeeé for the period beginning January 1, 2017.
These amendments had no significant impact on the3s financial statements as of December 31, 2017

= |FRS standards which are applicable on a mandatasis and by anticipation to the 2018 financialesteents

The estimated impact of the adoption of these statsdon the Group equity as of January 1, 2017eraimg
IFRS 15 and IFRS 16 and as of January 1, 2018 coincelFRS 9, is supported by valuations made as of
today. Impact of the adoption of these standardsf danuary 1, 2018 might change because of thevwfirig
reasons:
e Analysis and / or the detailed impact-assessmdhtaritinue in 2018
e The Group has not finished the whole set of testind valuations of controls relating to its new IT
systems; and
e The new rules and accounting methods can changé thet Group will present its financial
statements concerning the year of the first apttina
e The Group being an early adopter of IFRS 16, th&tipms taken could change in the view of new
additional interpretations
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= |FRS standards which are applicable on a mandatasis to the 2018 financial statements

* Standard IFRS 9 “Financial Instruments”

This standard must be applied starting January¥)182Dedicated working groups have been set upirwitte
Air France and KLM head-accounting departments ttegrewith the Air France and KLM middle-office
treasury departments.

This standard comprises new accounting principtes financial instruments (classification and valoaf
impairment and hedge).
Two main impacts are expected following the appiicaof this standard.

The first impact concerns the recognition of a gim call-option time-value in “other comprehemsincome”
whereas it is currently recorded in “other finahagi@ome and expenses”.

The second impact is linked to the valuation ofitzpnstruments either in fair value through theome
statement or in fair value through other comprelvenincome. The classification methodology for ¢alpi
instruments will be defined as follows:
« When the capital instrument is considered to bashdénvestment, its revaluations will be recorded i
“other financial income and expenses”
*  When the capital instrument is considered to basness investment, its revaluations will be reedrd
in “other comprehensive income”

On the opening balance sheet (as of January 1,)20E/impact of IFRS 9 will involve an decrease'dther
comprehensive income” between €150 and 160 milioth an increase of the same amount in “other resérv

e Standard IFRS 15 “Revenue Recognition from Cordradth Customers”

This standard must be applied starting Januar@182The Group has set up dedicated working greitisn

the relevant business segments and departmengsdaiolish an inventory of customer contract typasssthe
Group and to analyze each contract type usingivieestep approach outlined within IFRS 15.

In parallel, the Group has worked with other agirthrough the IATA (International Air Transportgegiation)
Industry Accounting Working Group (IAWG) in coordition with the Airlines Revenue Recognition Task
Force of the AICPA (American Institute of Certifiddlublic Accountants) to agree harmonized accounting
treatments for issues requiring clarity under tees standard.

The amendment to IFRS 15 “Clarifications to IFRSRé&venue Recognition from Contracts with Customers”
has been taken into account.

The group has chosen to apply IFRS 15 retrospégtiveeach previous period in which financial infation is
presented, according to IASA&counting Policies, Changes in Accounting Estimated Errors Within this
framework, none of the simplification measures psga by the standard should be used.

The estimated impact of IFRS 15 on the openingriz@aheet as of January 1, 2017 would lead in:
* Anincrease in the “trade receivables” for an antdngtween €25 and €35 million
¢ Anincrease in the “other current assets” for alamh between €15 and €25 million
¢ A decrease in the “other provisions” for an amdwetiveen €110 and €120 million
* Anincrease in the “other liabilities” for an amauoetween €160 and €170 million
* Anincrease in the “deferred revenue on ticketSdl@ an amount between €115 and €125 million
* Anincrease in the deferred tax asset for an amoetmieen €30 and €40 million
« A decrease in equity for an amount between €70€&0dmillion
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The main expected impacts are detailed hereafter:

D

ne

Type of Business Current accounting IFRS 15 accounting Expected impacts
performance segment treatment treatment
Revenue Network Revenue recognition, | Revenue recognition, Impact on the opening balance sheet
recognized based on a statistical ratebased on an historical | (January 1, 2017) increasing the
concerning unused which is regularly statistical rate of the “deferred revenue on ticket sales”, wi
tickets updated on the date the | unused tickets which is | an “equity” counterpart, translating th
ticket is issued regularly updated, at the| recording of revenues at the time of t
theoretical date of the | transport.
transport No significant impact on the yearly
Change fee Network Revenue recognition Revenue recognition . | Group revenues if it remains constan
the date of change-fee | the transport date, not | being a timing and recurring impact.
issuance involving a different
Issuing fees Network Revenue recognition at | service bringing a profit
the date of issuance to the passenger in the
absence of transport
Commissions an | Network Cost recognition whe Capitalization ant Impact on the opening balance st
other distribution incurred, being at the recognition when (January 1, 2017) increasing the “oth
costs linked to the ticket issuance transport is made. The | current assets”, with an “equity”
airline-ticket sales Group did not opt for thel counterpart, translating the recording
simplified option in orden costs at the time of the transport..
to translate the No significant impact on “commercial
seasonality of its activity| and distribution costs” if they remain
and the gap leads constant, being a timing and recurring
between sales and impact.
transport
Transport of goods| Network Analysis as principal on| The airline acts for its No impact on the opening balance

on behalf of the
Group, by another
airline

the transport realized by
the Group with
recognition of the
revenue. Analysis as
agent on the part
operated by another
airline with recognition
of the commission in
revenues

own account when it
sells the service
(principal) because it
controls the promised
service (the transport of
the goods). The revenue
charged to the customer|
is entirely recognized
and a cost correspondin
to the chartering is
recorded

sheet (January 1, 2017) being a
presentation impact of the income
statement.

Concerning the income statement
presentation, based on the year-2016
figures, revenues and chartering cost
would have increased by around €90
million.

Power-by-the hour
contracts (overhaul
of aircraft
equipment and
engines)

Maintenance

Revenue recognition
based on invoicing
schedule, according to
flight hours; booking of g
provision for expected
costs

Revenue recognition
based on the costs
incurred

Impacts on the opening balance sheeg
(January 1, 2017): decrease in
provisions, increase in other liabilities
which corresponds to services charge
before the realization of the service a
decrease of the equity due to the
margin postponed in the date of
realization of the service.

No significant impact on the Group
revenues.

—

Purchase of spare
parts on behalf of
third parties

Maintenance

Revenue recognition of
the margin as revenue

Each operation will be
analyzed to determine if
the Group is acting as
principal or as agent

No impact on the opening balance
sheet (January 1, 2017).

Concerning the presentation of the
income statement, both revenues ang
maintenance costs will decrease

compared with the current accounting.

Concerning the treatment of clients compensatiba, Group is currently working with the airline irsity
(through IATA) to determine the way to presenfitte position is under progress of finalization.
The accounting of the other revenue streams wilbecsignificantly affected by the application BRS 15.
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= |FRS standards which is applicable by anticipatthe 2018 financial statements

The Group has opted for the early adoption of IRBSLeases” starting January 1, 2018.

The Group has chosen to apply IFRS 16 using th@sgéctive restatement to each prior reportingogeri
presented applying IAS Bccounting Policies, Changes in Accounting Estimated Errors
The Group has elected to use the two exemptiorgogeal by the standard on the following contracts:

e Lease contracts with a duration of less than 12thson

» Lease contracts for which the underlying assethealue in new of below 5,000 €.

The estimated impact of IFRS 16 on the openingriz@aheet as of January 1, 2017 would lead in:

¢ Anincrease in the fixed asset (mainly via the boglof a right-of-use asset) for an amount between

€4.0 and €4.4 billion

* The booking of a lease debt for an amount betw&eh g&hd €5.5 billion

* Anincrease in the deferred tax asset for an amietwteen €0.1 and €0.5 billion

* Adecrease in the equity for an amount between &3d6€0.9 billion
These figures do not include the impacts concerriiveg maintenance of leased aircraft which are under
finalization.

Lease contracts adjustment has an impact of réfitas®n in the cash flow statements, the standwdng no
impact on the cash position of the Group:
« Improvement in “Net cash flow from operating adi®s” due to the cancellation of lease costs partia
compensated by the cash-out attributing to findrogats in lease debt
» Integration of the reimbursement of the lease detiflet cash flow used in financing activities”

Impacts in the cash flow statements concerningrthmtenance of leased aircraft are detailed heneaft

The main aggregates used by the Group will presenfollowing impacts:
* Increase in EBITDA
* Cancellation of the EBITDAR
* Increase in the “income from current operationg'tiply compensated by the increase in the “net cos
of financial debt”
¢ Increase in the net debt
* Increase in the “operating cash flow excluding digmued activities”

The main expected estimated impacts, including atgia the income statements, are detailed hereafte

Capitalization of aircraft lease contracts

For the aircraft lease contracts fulfilling the italization criteria defined by IFRS 16, the leasem will
correspond to the duration of the contracts sigeeckpt in cases where the Group is reasonablyicesfa
exercising renewal options contractually foreseBar example, this may be the case if important rcabi
customization has taken place whereas the resldaak term is significantly shorter than the usdifal of
cabins.

The discount rate used to calculate the right-ef-asset and the lease debt will correspond, fdr aacraft, to
the implicit rate involved by the contractual elerrse

The impacts on the income statement will be agWt

« cancellation of lease costs included in “aircrgferating lease costs” involving the cancellatiorthef

EBITDAR

e amortization of the right-of-use asset

» financial costs on the lease debt
Since most of the aircraft lease contracts are m@mated in USDs, starting from January 1, 2018Gheup will
put in place a natural hedge for its USD revenuethb lease debt in USD in order to limit the vilityt of the
foreign exchange result involved by the revaluatibits lease debt.
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Capitalization of real-estate lease contracts

The Group has analyzed all the real-estate costtacensure that they fulfill the criteria to qfalas leases
according to IFRS 16. In particular, the Group te&n into account that when it rents surfacesrpods other
than its hubs (Paris and Amsterdam), an effectinsttution right in the hand of the lessor leadsto consider
the existence of a lease contract.

Based on its analysis, the Group has identifieddezontracts according to the standard concerningces
rented in its hubs, lease contracts on buildingots) to the maintenance business, lounges custdniize
airports other than hubs and lease contracts @cedfildings.

The lease term will correspond to the not termiegt#riod completed if necessary by options of rethest
which the use by the Group is reasonably certain.

The discount rate used to calculate the right-ef-asset and the lease debt will be determinedgdoh asset,
according to the incremental borrowing rate atdigeature debt.

The impacts on the income statement will be agWit
» cancellation of the rents included in “external @xges” involving an increase in EBITDA
e amortization of the right-of-use asset
» financial costs on the lease debt

Accounting of the other-assets leases

The group has made the analysis of all the leastamis on other assets to ensure that they ftii#Icriteria to
qualify and to account a lease according to IFRS 16

After its analysis, the main lease contracts idexticorrespond to company car, pool of spare @artsengines.
The lease term will correspond to the not termiegt#riod completed if necessary by options of rethest

which the use by the Group is reasonably certain.

The discount rate used to calculate the right-ef-asset and the lease debt will be determinededoh asset,
according to the incremental borrowing rate atdigaature debt.

The impacts on the income statement will be agWt
e cancellation of the rents included in “external @xges” involving an increase in EBITDA
e amortization of the right-of-use asset
» financial costs on the lease debt

Accounting of the maintenance of leased aircraft

Within the framework of IFRS 16 deployment, the @vdas reviewed the accounting of the maintenaostsc
and of the contractual maintenance obligations@elivery of its leased aircraft.
Maintenance operations on leased aircraft willefane be recorded as follows:

e Booking of a provision on delivery of the aircrafhen works are not dependent on aircraft use for
maintenance costs to realize when the aircraft ieisedelivered to the lessor. The counterparhef t
provision is recorded in the book value of the righuse asset at the origin.

» Booking of a provision for redelivery costs corresging to the potential of flight hours that leased
aircraft must have at the date of their redelivieryhe lessor. The level of potentials is dependemh
the contract signed. In addition, the probabilityhe aircraft redelivery at the end of the coctrshall
not be integrated in the calculation of this prawis as it is the case currently

» lIdentification of components corresponding to pti&ds included in the right-of-use asset of each
leased aircraft. These components are amortizedtbeeperiod between the date of acquisition aed th
next major overhaul.

The main impacts on the income statement will biolews:
e decrease in operational costs due to the capitaizaof maintenance costs for the rebuilding of
potential of flight hours
e increase in “Amortization, depreciation and provis”

The impacts on the cash flow statements are mainigclassification of flows linked to maintenancerks.
Currently, they are presented in “Net cash flownfroperating activities”. Under IFRS 16, being assted to a
fixed asset (right-of-use assets), they will besprged in “Purchase of property plant and equipnaemt
intangible assets”.
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= Other texts potentially applicable to the Groupblmined by the IASB but not yet adopted by the bean
Union

« Amendment to IFRS 2 “Classification and MeasuremenShare-based Payment Transactions”,
effective for the period beginning January 1, 2018;

« Amendment to IFRS 12 “Disclosure of Interests im@tEntities”, effective for the period beginning
January 1, 2017;

* Amendment to IAS 28 “Long-term interests in an agse or joint venture”, effective for the period
beginning January 1, 2019;

* Interpretation IFRIC 22 “Foreign Currency Transacs and Advance Consideration”, effective for
the period beginning January 1, 2018;

e Interpretation IFRIC 23 “Uncertainty over Income xTdreatments”, effective for the period
beginning January 1, 2019;

« Amendment to IFRS 9 “Prepayment Features with Neg@ompensation”, effective for the period
beginning January 1, 2019;

* Amendment to IAS 12 “Income Tax Consequences ofrfeelys on Instruments classified as Equity”,
effective for the period beginning January 1, 2019;

* Amendment to IFRS 3 and IFRS 11 “Previously Helgdests in a Joint Operation”, effective for the
period beginning January 1, 2019;

« Amendment to IAS 23 “Borrowing Costs Eligible foragitalization”, effective for the period
beginning January 1, 2019.

The Group does not expect any significant impasltting to the application of the amendment IFRS 2.

4.2. Use of estimates

The preparation of the consolidated financial steets in conformity with IFRS requires managemenntke
estimates and use assumptions that affect the tespamounts of assets and liabilities, the disckxsuof
contingent assets and liabilities at the date efdbnsolidated financial statements and the rep@meounts of
revenues and expenses. The main areas of estieratdisclosed in the following notes:

4.6 Revenue recognition related to deferred regemuticket sales;
4.7 Flying Blue frequent flyer program;

4.11 Financial assets;

4.13/14 Tangible and intangible assets;

4.18 Pension assets and provisions;

4.19/20 Other provisions;

4.23 Deferred tax assets.

The Group’s management makes these estimates awdsagents continuously on the basis of its past
experience and various other factors considerde t@asonable.

The consolidated financial statements for the fomanyear have thus been established on the béséisamcial
parameters available at the closing date. Conogrtlie non-current assets, the assumptions are lased
limited level of growth.

Actual results could differ from these estimatepedaling on changes in the assumptions used orretitfe
conditions.
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4.3. Consolidation principles
Subsidiaries

In conformity with IFRS 10 “Consolidated FinancBtatements”, the Group’s consolidated financiakestents
comprise the financial figures for all entitiesttla@e controlled directly or indirectly by the Gmurrespective
of its level of participation in the equity of tleeentities. The companies over which the Groupaises control
are fully consolidated. An entity is controlled whthe Group has power over it, is exposed or hgi#tgito
variable returns from its involvement in this eptiatnd has the ability to use its power to influetite amounts
of these returns. The determination of control $aikeo account the existence of potential votirghts if they
are substantive, meaning they can be exercisdéthewhen decisions about the relevant activitiethefentity
need to be taken.

The financial statements of subsidiaries are ireduih the consolidated financial statements froendate that
control begins until the date this control ceases.

Non-controlling interests are presented within gquind on the income statement separately from g&Brou
stockholders’ equity and the Group’s net incomeeurthe line “non-controlling interests”.

The effects of a buyout of non-controlling intese$h a subsidiary already controlled by the Groung a
divestment of a percentage interest without lossootrol are recognized in equity. In a partiapdisal resulting
in loss of control, the retained equity interestdsmeasured at fair value at the date of lossuofrol. The gain
or loss on the disposal will include the effectta re-measurement and the gain or loss on tleeasdhe equity
interest, including all the items initially recoged in equity and reclassified to profit and loss.

Interest in associates and joint ventures

In accordance with IFRS 11 “Join arrangements”, @reup applies the equity method to partnershipsr ov
which it exercises control jointly with one or mapartners (joint venture). Control is consideredoojoint
when decisions about the relevant activities ofgggnership require the unanimous consent of ttwiGand
the other parties with whom control is shared.dras of a joint activity (joint operation), the @porecognizes
assets and liabilities in proportion to its rightel obligations regarding the entity.

In accordance with IAS 28 “Investments in Assodada@d Joint Ventures”, companies in which the Groagp
the ability to exercise significant influence ondncial and operating policy decisions are alsmacted for
using the equity method. The ability to exercigmgicant influence is presumed to exist when thieup holds
more than 20 per cent of the voting rights.

The consolidated financial statements include threu@s share of the total recognized global resilt
associates and joint ventures from the date thityabd exercise significant influence begins teettate it
ceases, adjusted for any impairment loss.

The Group’s share of losses of an associate exug#ué value of the Group's interest and net imvest (long-
term receivables for which no reimbursement is dalesl or likely) in this entity are not accounted, funless
the Group:

- has incurred contractual obligations, or

- has made payments on behalf of the associate.

Any surplus in investment cost over the Group'sestira the fair value of the identifiable assetabllities and
contingent liabilities of the associate companytba date of acquisition is accounted for as goddarid
included in the book value of the investment actedifior using the equity method.

Investments in which the Group has ceased to eseersignificant influence or joint control are nonder
accounted for by the equity method and are valteledr fair value on the date of loss of signifitanfluence
or joint control.

Intra-group operations

All intra-group balances and transactions, inclgdimcome, expenses and dividends are fully elineidaProfits
and losses resulting from intra-group transactamesalso eliminated.

Gains and losses realized on internal sales wibdates and jointly-controlled entities are eliated, to the
extent of the Group’s interest in the entity, pding there is no impairment.
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4.4. Translation of foreign companies’ financial sitements and transactions in foreign
currencies

Translation of foreign companies’ financial statemats

The financial statements of foreign subsidiariesteanslated into euros on the following basis:

» Except for the equity for which historical price® applied, balance sheet items are convertedebadhis
of the foreign currency exchange rates in effethatclosing date;

* The income statement and the statement of casts floe converted on the basis of the average foreign
currency exchange rates for the period,;

* The resulting foreign currency exchange adjustmentecorded in the "Translation adjustments” item
included within equity.

Goodwill is expressed in the functional currencytleé entity acquired and is converted into eurdagughe
foreign exchange rate in effect at the closing date

Translation of foreign currency transactions

Foreign currency transactions are translated usie@xchange rate prevailing on the date of thesgetion.

Monetary assets and liabilities denominated inifpreurrencies are translated at the rate in effetie closing
date or at the rate of the related hedge, if any.

Non-monetary assets and liabilities denominatetbiaign currencies assessed on an historical casis lare
translated using the rate in effect at the transactate or using the hedged rate where necessaeynpte 4.14).

The corresponding exchange rate differences arerded in the Group’s consolidated income statement.

Changes in fair value of the hedging instrumenésracorded using the accounting treatment desciibedte
4.11. “Financial instruments, valuation of finari@asets and liabilities”.

4.5. Business combinations

Business combinations completed on or after April 12010

Business combinations completed on or after AprikQ@10 are accounted for using the purchase method
accordance with IFRS 3 (2008) “Business Combinatiotn accordance with this standard, all asset$ an
liabilities assumed are measured at fair valuehat dcquisition date. The time period for adjustrmetot
goodwill/negative goodwill is limited to 12 montifiom the date of acquisition, except for non-cutrassets
classified as assets held for sale which are medsirfair value less costs to sell.

Goodwill corresponding, at the acquisition dateth aggregate of the consideration transferredf@mamount
of any non-controlling interest in the acquiree usirthe net amounts (usually at fair value) of tdhentifiable
assets acquired and the liabilities assumed aadhaisition date, is subject to annual impairmests or more
frequently if events or changes in circumstancdgate that goodwill might be impaired.

Costs other than those related to the issuanceelof oF equity securities are recognized immediagsyan
expense when incurred.

For each acquisition, the Group has the optionsafgithe “full” goodwill method, where goodwill salculated
by taking into account the fair value of non-colling interests at the acquisition date rather tlheir
proportionate interest in the fair value of theegssnd liabilities of the acquiree.

Should the fair value of identifiable assets acegiand liabilities assumed exceed the consideratmsferred,
the resulting negative goodwill is recognized imragzly in the income statement.
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Contingent considerations or earn-outs are recontledjuity if contingent payment is settled by dety of a
fixed number of the acquirer’s equity instrumerasdording to IAS 32). In all other cases, theyraedgnized
in liabilities related to business combinationsntlmyent payments or earn-outs are measured atdhie at the
acquisition date. This initial measurement is sgbsaetly adjusted through goodwill only when additib
information is obtained after the acquisition datmut facts and circumstances existing on that. dateh
adjustments are made only during the 12-month nmeasnt period that follows the acquisition date arsdfar
as the initial measurement had still been preseaseprovisional. Any other subsequent adjustmeihistwdo
not meet these criteria are recorded as receivablgayables through the income statement.

In a step acquisition, the previously-held equitierest in the acquiree is remeasured at its atiquislate fair
value. The difference between the fair value aedndt book value must be accounted in profit os biswell as
elements previously recognized in other comprelverisicome.

Business combinations carried out before April 1, @10

Business combinations carried out before April 01@ are accounted for using the purchase method in
accordance with IFRS 3 (2004) “Business Combinatiolm accordance with this standard, all asséibijlities
assumed and contingent liabilities are measurethiatvalue at the acquisition date. The time perfod
adjustments to goodwill/negative goodwill is limdteo 12 months from the date of acquisition.

Goodwill arising from the difference between thequisition cost (which includes the potential equity
instruments issued by the Group to gain control dlve acquired entity and other costs potentiadiglidated to
the business combination), and the Group’s intereshe fair value of the identifiable assets arabilities
acquired, is subject to annual impairment testmare frequently if events or changes in circumstarindicate
that goodwill might be impaired.

Should the fair value of identifiable assets acepiiand liabilities assumed exceed the cost of aitoi, the
resulting negative goodwill is recognized immediate the income statement.

4.6. Sales

Sales related to air transportation operationsr@cegnized when the transportation service is pexyji net of
any discounts granted (see note 6). Transportatéomice is also the trigger for the recognitionesternal
expenses, such as the commissions paid to agents.

Both passenger tickets and freight awb’s are caresgity recorded as “Deferred revenue upon issudate’.

Nevertheless, sales relating to the value of tkkleat have been issued but never been used amgnieed as
revenues at issuance. The amounts recognized sed ba a statistical analysis, which is regulagdglated.

Sales under third-party maintenance contractsear@ded on the basis of the percentage of completithod.

4.7. Loyalty programs

The airlines of the Group have a common frequesetr forogram "Flying Blue". This program enables rbens
to acquire Miles as they fly with Air France, KLMh@ airline partners and from transactions with agtine
partners (credit card companies, hotels, car rexgahcies). These Miles entitle members to a rafdenefits
such as free flights with the two companies or oftee services with non-airline partners.

In accordance with IFRIC 13 “Loyalty programs”, skeMiles are considered as distinct elements frasala
with multiple elements and one part of the pricehgf initial sale of the airfare is allocated tesh Miles and
deferred until the Group’s commitments relatinghese Miles have been met.

The deferred amount due in relation to the acdaisibf Miles by members is estimated:

» According to the fair value of the Miles, definesithe amount at which the benefits can be soldrasgy;

» After taking into account the redemption rate, esponding to the probability that the Miles will bsed by
members, using a statistical method.

With regards to the invoicing of other partnerghie program, the margins realized on sales of Mibesther
partners are recorded immediately in the incomstant.
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4.8. Distinction between income from current operabns and income from operating
activities

The Group considers it is relevant to the undedStanof its financial performance to present in theome
statement a subtotal within the income from opagatictivities. This subtotal, entitled “Income fraarrent
operations”, excludes unusual elements that dchawe predictive value due to their nature, freqyeared/or
materiality, as defined in recommendation no. 28093 from the French National Accounting Council.

Such elements are as follows:

» Sales of aircraft equipment and disposals of atissets;

* Income from the disposal of subsidiaries and atfs;

* Restructuring costs when they are significant;

« Significant and infrequent elements such as thegrition of badwill in the income statement, the
recording of an impairment loss on goodwill anch#figant provisions for litigation.

4.9. Aggregates used within the framework of finarial communication

EBITDA (Earnings Before Interest, Taxes, Depreciation Ambrtization): by extracting the main line of the
income statement which does not involve cash dignent (“Amortization, depreciation and provisiofrm
income from current operations, EBITDA providesragge indicator of the Group’s cash generation omrent
operational activities. It is thus commonly usedtfee calculation of the financial coverage andegmise value
ratios.

EBITDAR (Earnings Before Interest, Taxes, DepreciationpAination and Rents): this aggregate is adapted to
sectors like the air transport industry which cerarfice a significant proportion of their assetsaigsdperating
leases. It is obtained by subtracting aircraft apeg lease costs from EBITDA (as defined above)s lalso
used to calculate the financial coverage and enserpalue ratios.

Operating free cash flow this corresponds to the cash available afterstment in flight equipment, other
property, plant and equipment and intangible adsetsolely operational purposes, net of proceeddisposals.
It does not include the other cash flows linkedintcestment operations, particularly investmentsubsidiaries
and other financial assets and net cash flow flfweroperating activities of discontinued operations.

4.10. Earnings per share

Earnings per share are calculated by dividing teieimcome attributable to the equity holders of Biance-
KLM by the average number of shares outstandininduhe period. The average number of shares autistg
does not include treasury shares.

Diluted earnings per share are calculated by digdhe net income attributable to the equity haldefr Air

France-KLM, adjusted for the effects of dilutivesirument exercise, by the average number of shares
outstanding during the period, adjusted for theafbf all potentially-dilutive ordinary shares.

4.11. Financial instruments, valuation of financialassets and liabilities

Valuation of trade receivables and non-current finacial assets

Trade receivables, loans and other non-currenhéila assets are considered to be assets issutt §yroup
and are recorded at fair value then, subsequargigg the amortized cost method less impairmeseksif any.
Purchases and sales of financial assets are aecbiantas of the transaction date.
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Investments in equity securities

Investments in equity securities qualifying as tssvailable for sale are stated at fair valuehe Group’s
balance sheet. For publicly-traded securities,féirevalue is considered to be the market pricéhatclosing
date. For non-quoted securities, the valuationaslenon the basis of the financial statements ottiigy. For
other securities, if the fair value cannot be tglieestimated, the Group uses the exception ofatdary at costs
(i.e. acquisition cost less impairment, if any).

Potential gains and losses, except for impairmérarges, are recorded in a specific component oéroth
comprehensive income entitled “Derivatives and latée for sale securities reserves”.

If there is an indication of impairment of the fir@al asset, the amount of the loss resulting fieenimpairment
test is recorded in the income statement for th@geFor securities quoted on an active market,cdonged or
significant decrease of the fair value below tlaeiquisition cost is objective evidence of impairten

Factors used by the Group to evaluate the prolongstgnificant nature of a decrease in fair vadoe generally

the following:

- The decrease in value is prolonged when the shée pt the market close has been lower than tke co
price of the share for more than 18 months;

- The decrease in value is significant when thera decrease of more than 30 per cent relative tacdse
price, at the closing date.

Derivative financial instruments

The Group uses various derivative financial instats to hedge its exposure to the risks incurredhares,
exchange rates, changes in interest rates or fioglsp

Forward currency contracts and options are used\ver exposure to exchange rates. For firm comrmitspehe
unrealized gains and losses on these financiauimgnts are included in the carrying value of tedded asset
or liability.

The Group also uses rate swaps to manage its exgtsinterest rate risk. Most of the swaps tradenxvert
floating-rate debt to fixed-rate debt.

Finally, exposure to fuel risk is hedged by swapsgptions on jet fuel, diesel or Brent.

Most of these derivatives are classified as heddimsgruments if the derivative is eligible as a dgied
instrument and if the hedging contracts are docueteras required by IAS 39 “Financial instruments:
recognition and measurement”.

These derivative instruments are recorded on tleei@s consolidated balance sheet at their fairevédiken into
account the market value of the Group’s credit (BKA) and the credit risk of the counterpart (CVA}he
calculation of the credit risk follows a common rebdased on default probabilities from CDS courdep The
method of accounting for changes in fair value degeon the classification of the derivative instemts.

There are three classifications:

- derivatives classified as fair value hedg#anges in the derivative fair value are recorttedugh the
income statement and offset within the limit of éffective portion against the changes in the ¥alue of
the underlying item (assets, liability or firm contment), which are also recognized as earnings;

- derivatives classified as cash flow hedgee changes in fair value are recorded in otlwenprehensive
income for the effective portion and are reclassifas income when the hedged element affects garnin
The ineffective portion is recorded as financiaddme or losses until the termination of the deihest
When the termination occurs, the residual ineffecportion is recycled on the hedged item.

- derivatives classified as tradinghanges in the derivative fair value are recordedinancial income or
losses.
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Convertible bonds

Convertible bonds are deemed to be financial insénts comprising two components: a bond component
recorded as debt and a stock component recordeglity. The bond component is equal to the disaalinalue

of all coupons due for the bond at the rate ofngp bond that would have been issued at the sianeeats the
convertible bond. The value of the stock comporrenrded in the Group’s equity is calculated by the
difference between this value and the bond’s nomialue at issuance. The difference between thenfiral
expense recorded and the amounts effectively patidsscadded, at each closing date, to the amoutiteofiebt
component so that, at maturity, the amount to paickeif there is no conversion equals the redempgiice.

Financial assets, cash and cash equivalents

Financial assets at fair value through profit and loss

Financial assets include financial assets at faluev through profit and loss (French mutual fundshsas
SICAVs and FCPs, certificates, etc.) that the Grimignds to sell in the near term to realize atehgjain, or
that are part of a portfolio of identified financimstruments managed collectively and for whiclerthis
evidence of a practice of short-term profit takifitney are classified in the balance sheet as dufirancial
assets. Furthermore, the Group has opted not igrdgs any assets at fair value through the incstaiement.

Cash and cash equivalents
Cash and cash equivalents are short-term, highlyidi investments that are readily convertible te@wkn
amounts of cash and which are subject to an irfigni risk of change in value.

Long-term debt

Long-term debt is recognized initially at fair valuSubsequent to the initial measurement, long-weint is

recorded:

- at their net book value for bonds;

- based on amortized cost calculated using the éféetiterest rate for the other long-term debt. emthis
principle, any redemption and issue premiums acerged as debt in the balance sheet and amortized a
financial income or expense over the life of thans.

In addition, long-term debt documented in the ceing# fair value hedging relationships is revalisdhe fair
value for the risk hedged, i.e. the risk relatedh® fluctuation in interest rates. Changes in Yailue of the
hedged debt are recorded symmetrically in the ircstatement for the period with the change invalue of
the hedging swaps.

Fair value hierarchy of the financial assets and &bilities

The table presenting a breakdown of financial asaatl liabilities categorized by value (see notelBfheets
the amended requirements of IFRS 7 “Financial imsémts: Disclosures”. The fair values are clasgifising a
scale which reflects the nature of the market datal to make the valuations.

This scale has three levels of fair value:

Level 1 Fair value calculated from the exchange ratedpgigoted on an active market for identical instrotse

Level 2 Fair value calculated from valuation methods Hage observable data such as the prices of similar
assets and liabilities or scopes quoted on aneaatiarket;

Level 3 Fair value calculated from valuation methods \hiely completely or in part on non-observable data
such as prices on an inactive market or the valnaih a multiples basis for non-quoted securities.

4.12. Goodwill

Goodwill corresponds, at the acquisition datehmdggregation of the consideration transferredtb@dmount
of any non-controlling interest in the acquiree usirthe net amounts (usually at fair value) of tdhentifiable
amounts acquired and the liabilities assumed aatheisition date.
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For acquisitions prior to April 1, 2004, goodw# included on the basis of its deemed cost, whéphessents the
amount recorded under French GAAP. The classitinatind accounting treatment of business combination
taking place prior to April 1, 2004 were not moediat the time international standards were adopted\pril

1, 2004, in accordance with IFRS 1 “First-time attop of international financial reporting standdrds

Goodwill is valued in the functional currency oftlentity acquired. It is recorded as an asseténbidance
sheet.

It is not amortized and is tested for impairmenually and at any point during the year when ancetdr of
impairment exists. As discussed in note 4.15, oacerded the impairment may not subsequently bersed.

When the acquirer’s interest in the net fair vatfighe identifiable assets and liabilities acquieaeeds the
consideration transferred, there is negative golbduhich is recognized and immediately reversedthie
Group’s income statement.

At the time of the sale of a subsidiary or an ggaffiliate, the amount of the goodwill attributaettio the entity
sold is included in the calculation of the incomant the sale.

4.13. Intangible assets

Intangible assets are recorded at initial cost BEssimulated amortization and any accumulated it
losses.

Software development costs are capitalized and téadr over their useful lives. The Group has thelso
required to enable the tracking by project of h# stages of development, and particularly thermaleand
external costs directly related to each projecirdpits development phase.

Identifiable intangible assets acquired with atéiniseful life are amortized over their useful $ifeom the date
they are available for use.

Identifiable intangible assets acquired with anefidte useful life are not amortized but testechually for
impairment or whenever there is an indication tha intangible asset may be impaired. If necessary,
impairment as described in note 4.15 is recorded.

Since January 1, 2012, airlines have been suljettet ETS (Emission Trading Scheme) market requriatas
described in note 4.21 and the “Risks on carbodi€rparagraph in note 36.1. As such, the Grougdpired to
purchase CO2 quotas to offset its emissions. Theusrecords the CO2 quotas as intangible assetseTh
assets are not depreciable.

Intangible assets with a definite useful life angoatized on a straight-line basis over the follogvperiods:

Software and Information Technology developments to 3 years
Licences Duration of contract
Customer files 510 12 years

Information Technology (IT) development is amortizever the same useful life as the underlying safewIn
some well documented cases, Information Technolbigydevelopment may be amortized over a longeioger

4.14. Property, plant and equipment

Principles applicable

Property, plant and equipment are recorded at thequisition or manufacturing cost, less accumdlate
depreciation and any accumulated impairment losses.

The financial interest attributed to advance paysienade on account of investments in aircraft atietro
significant assets under construction is capitdlized added to the cost of the asset concernegdrebsyments
on investments are not financed by specific lodhs, Group uses the average interest rate on thentur
unallocated loans of the period.

Maintenance costs are recorded as expenses dahengetiod when incurred, with the exception of paogs

that extend the useful life of the asset or inaeids value, which are then capitalized (e.g. neiahce on
airframes and engines, excluding parts with limitsdful lives).
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Flight equipment

The purchase price of aircraft equipment is denaieith in foreign currencies. It is translated atelkehange
rate at the date of the transaction or, if applieaht the hedging price assigned to it. Manufaegidiscounts, if
any, are deducted from the value of the relatedtass

Aircraft are depreciated using the straight-linethme over their average estimated useful life ofy2@rs,
assuming no residual value for most of the airdrathe fleet. This useful life can, however, beéeexied to 25
years for some aircraft.

During the operating cycle, and when establishilegtfreplacement plans, the Group reviews whether t
amortizable base or the useful life should be aefusnd, if necessary, determines whether a rdsicuae
should be recognized.

Any major airframe and engine overhaul (excludiagtpwith limited useful lives) are treated as pasate asset
component with the cost capitalized and depreciated the period between the date of acquisitiahthe next
major overhaul.

Aircraft spare parts (maintenance business) whigbke the use of the fleet are recorded as fixedtasand are
amortized on a straight-line basis over the esgohaiesidual lifetime of the aircraft/engine type the world
market. The useful life is limited to a maximum?38f years.

Other property, plant and equipment

Other property, plant and equipment are depreciatng the straight-line method over their usefued as
follows:

Buildings 20 to 50 years
Fixtures and fittings 810 20 years
Flight simulators 10 to 20 years
Equipment and tooling 3to 15 years
Leases

In accordance with IAS 17 "Leases", leases aresified as finance leases when the lease arrangena@sters
substantially all the risks and rewards of owngrdioi the lessee. All other leases are classifiedpesating
leases.

Assets held under finance leases are recognizedsets at the lower of the following two value® present
value of the minimum lease payments under the laaseigement or their fair value determined atptioa of
the lease. The corresponding obligation to theoleissaccounted for as long-term debt.

These assets are depreciated over the shortee afseful life of the assets and the lease term \tinene is no
reasonable certainty that the lessee will obtainerahip by the end of the lease term.

In the context of sale and operating leasebaclsaetions, the related profits or losses are acedufdr as

follows:

» They are recognized immediately when it is cleat the transaction has been realized at fair value;

» If the sale price is below fair value, any profitloss is recognized immediately except that, & bss is
compensated for by future lease payments below eharice, it is deferred and amortized in proportio
the lease payments over the period for which tketds expected to be used;

» If the sale price is above fair value, the excess fair value is deferred and amortized over tegqa for
which the asset is expected to be used.

In the context of sale and finance leaseback trioses, the asset remains in the Group’s balaneetshith the
same net book value. Such transactions are a mégzareby the lessor providéisance to the lessee, with the
asset as security.

4.15. Impairment test

In accordance with IAS 36 “Impairment of Assetsingible fixed assets, intangible assets and gobawel
tested for depreciation if there is an indicatidingpairment, and those with an indefinite usefid are tested at
least once a year on September 30.
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For this test, the Group deems the recoverablesvailthe asset to be the higher of the market Valsg cost of
disposal and its value in use. The latter is deteeth according to the discounted future cash floethad,
estimated based on budgetary assumptions apprgvethbagement, using an actuarial rate which cooredp
to the weighted average cost of the Group’s capital a growth rate which reflects the market hypséls for
the appropriate activity.

The depreciation tests are carried out individuétlly each asset, except for those assets to which ot
possible to attach independent cash flows. Indage, these assets are regrouped within the C@®lbith they
belong and it is this which is tested. The CGU’'srespond to the Group’s business segments: network,
maintenance, leisure and others.

When the recoverable value of an asset or CGUfésian to its net book value, an impairment is rguiaed.
The impairment of a CGU is charged in the firstanse to goodwill, the remainder being chargeché&dther
assets which comprise the CGU, prorated to theéiboek value.

4.16. Inventories
Inventories are measured at the lower of their andtnet realizable value.

The cost of inventories comprises all costs of pase, costs of conversion and other costs incunrédnging
the inventories to their present condition and tioca These costs include the direct and indireocdpction
costs incurred under normal operating conditions.

Inventories are valued on a weighted average basis.

The net realizable value of the inventories isekmated selling price in the ordinary course ugibess less
the estimated costs of completion and selling esgen

4.17. Treasury shares

Air-France-KLM shares held by the Group are recdrds a deduction from the Group’s consolidatedtgaui
the acquisition cost. Subsequent sales are recdlidectly in equity. No gains or losses are recpgdiin the
Group’s income statement.

4.18. Employee benefits

The Group's obligations in respect of defined bergdnsion plans, including termination indemnitiese
calculated in accordance with IAS 19 Revised “Emgpt benefits”, using the projected units of credéthod
based on actuarial assumptions and consideringpibeific economic conditions in each country conedr The
commitments are covered either by insurance oriperignds or by provisions recorded on the balssteet as
and when rights are acquired by employees.

The Group recognizes in other comprehensive incthraectuarial gains or losses relating to post-egmpent
plans, the differential between the actual returd the expected return on the pension assets anidhfact of
any plan curtailment.

The gains or losses relating to termination beséfitainly jubilees) are recognized in the inconageshent.

The Group recognizes all the costs linked to perssidefined benefit plans and net periodic pensists) in
the income from current operations (salaries atade@ costs).

Specific information related to the recognitionsoine pension plan assets:
Pension plans in The Netherlands are generallyesulty minimum funding requirements (“MFR”) thatnca
involve the recognition of pension surpluses. Thesesion surpluses constituted by the KLM sub gracg

recognized in the balance sheet according to tiRdAQFL4 interpretation (IAS 19 “The Limit on a Dedid
Benefit Asset, Minimum Funding Requirements andrtimteraction”).
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4.19. Provisions for restitution of aircraft under operating leases

For certain operating leases, the Group is contadlgt committed to restitute aircraft with a defihtevel of
potential.

The Group provides for restitution costs relateditoraft under operating leases. This provisiobased on the
standard cost of a shop visit and is estimatedgugia phase-out costs indicated in the contracttakidg into
consideration the probability of the aircraft phase at the end of the contract.

When the condition of aircraft exceeds the retuomdition as set per the lease arrangement, the pGrou
capitalizes the related amount in excess undeglEkquipment”. Such amounts are subsequently &adron

a straight-line basis over the period during whioh potential exceeds the restitution conditiony Aemaining
capitalized excess potential upon termination lgfaae is reimbursable by the lessor.

4.20. Other provisions

The Group recognizes a provision in the balanceetshénen the Group has an existing legal or implicit
obligation to a third party as a result of a pa&ne, and it is probable that an outflow of econoivenefits will

be required to settle the obligation. The amouat®mded as provisions are discounted when thetedfethe
passage of time is material. The effect of the twatue of money is presented as a component of €iOth
financial income and expenses”.

Restructuring provisions are recognized once thau@has established a detailed and formalizeduetsting
plan which has been announced to the parties coader

4.21. Emission Trading Scheme

Since January 1, 2012, European airlines have imetuded in the scope of companies subject to tinés&on
Trading Scheme (ETS). In the absence of IFRS stdeda interpretations governingETS accounting,Gheup
has adopted the accounting treatment known aswtéirig approach”.

According to this approach, the quotas are receghés intangible assets:

» Free quotas allocated by the State are valued, @l
* Quotas purchased on the market are accountedimatugiisition cost.

These intangible assets are not amortized.
If the allocated quotas are insufficient to cover actual emissions then the Group recognizes\asio. This
provision is assessed at the acquisition cost Hier dcquired rights and, for the non-hedged portieith

reference to the market price as of each closirig. & the date of the restitution to the Statethef quotas
corresponding to actual emissions, the provisiomrigen-off in exchange for the intangible asgetsirned.

4.22. Equity and debt issuance costs
Debt issuance costs are mainly amortized as fiah®oipenses over the term of the loans using theagal

method.
Capital increase costs are deducted from paidgitala

4.23. Deferred taxes

The Group records deferred taxes using the balaheet liability method, providing for any temporary
differences between the carrying amounts of asaetk liabilities for financial reporting purposesdathe
amounts used for taxation purposes, except foexbeptions described in IAS 12 “Income taxes”.

The tax rates used are those enacted or substigrgivacted at the balance sheet date.

Net deferred tax balances are determined on thie bisach entity’s tax position.
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Deferred tax assets relating to temporary diffeesnand tax losses carried forward are recognizédtorthe
extent it is probable that a future taxable prwiit be available against which the asset can iized at the tax
entity level.

Deferred tax assets corresponding to fiscal loasesecognized as assets given the prospects @iebility
resulting from the budgets and medium-term plaepared by the Group. The assumptions used arathe as
those used for the impairment tests on assetq(deet.15).

A deferred tax liability is also recognized for thwedistributed reserves of the equity affiliates.
Taxes payable and/or deferred are recognized imntie@ne statement for the period, unless they are@ted
by a transaction or event recorded directly in ot@mprehensive income. In such a case, they awded

directly in other comprehensive income.

Impact of the Territorial Economic Contribution

The 2010 Finance Law voted on December 30, 2008oved the business tax liability for French fiseatities
as from January 1, 2010 and replaced it with the m&C (Territorial Economic Contribution/Contribati
Economique Territoriale — CET) comprising two cdmitions: the LDE (land tax of enterprises/Cotisati
Fonciére des Entreprises - CFE) and the CAVE (@Umrtton on Added Value of Enterprises/Cotisation ksu
Valeur Ajoutée des Entreprises — CVAE). The laitecalculated by the application of a rate to tHdeal value
generated by the company during the year. As thikechdalue is a net amount of income and expenkes, t
CAVE meets the definition of a tax on profits at @et in IAS 12.2. Consequently, the expense mggato the
CAVE is presented under the line “tax”.

4.24. Non-current assets held for sale and discontied operations

Assets or groups of assets held for sale meetritegia for this classification if their carryingreount is
recovered principally through a sale rather thaaugh their continuing use. This condition is colesed to be
met when the sale is highly probable and the gdssefroup of assets intended for sale) is availédile
immediate sale in its present condition. Managenmargt be committed to a plan to sell, with the exaigon
that the sale will be realized within a periodwétve months from the date on which the assetaugof assets
were classified as assets held for sale.

The Group determines on each closing date whetherasets or groups of assets meet the aboveia@ed
presents such assets, if any, as "non-currentsaseket for sale".
Any liabilities related to these assets are alesgmted on a separate line in liabilities on tHartuz sheet.

Assets and groups of assets held for sale ared/aluthe lower of their book value or their faitu@minus exit
costs. As of the date of such a classification atbset is no longer depreciated.

The results from discontinued operations are pteseseparately from the results from continuingrapens in
the income statement.
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5. CHANGE IN THE CONSOLIDATION SCOPE

» Year ended December 31, 2017

JOON, a new airline within the Air France Group wasated to operate in the low-cost segment ohéteork
business. JOON launched its operations in Novel20ey.

In November 2017, Kenya Airways finalized its dabd equity restructuring. This resulted in a desgesf the
Group’s capital interest in Kenya Airways from 28 Jer cent to 7.76 per cent and the Group lostigsificant

influence over Kenya Airways. Consequently Kenyanaiys is not an associate anymore and is presasted
financial asset.

* Year ended December 31, 2016

In 2016, the Group sold:

- 49.99% of the Servair share capital. On conclusitthis transaction, the operational control of\@ér
was transferred to gategroup in application ofgbgernance planned in the agreements between Air
France and gategroup. As a consequence, the Sgnaip has been consolidated according to the
equity method since December 30, 2016. The impati®operation is detailed in note 14.

- 100% of the Cobalt Ground Solutions Limited shaapital. The impact of this operation is detailed in
note 11.

6. INFORMATION BY ACTIVITY AND GEOGRAPHICAL AREA

Business segments

The segment information is prepared on the basistefnal management data communicated to the Hxecu
Committee, the Group’s principal operational dewisimaking body.

The Group is organized around the following segstent

Network: Passenger network and Cargo operating revenuesaniy come from passenger transportation
services on scheduled flights with the Group’sirricode (excluding Transavia), including fligh{secated by
other airlines under code-sharing agreements. ém fhe end of 2017, the activities of JOON contelsuo the
performances of Network. They also include commoissipaid by SkyTeam alliance partners, code-sharing
revenues, revenues from excess baggage and asgoites supplied by the Group to third-party aét and
services linked to IT systems.

The revenues also including income from freighhsmort on flights under the companies’ codes, bliclg
flights operated by other partner airlines undedezsharing agreements. Other cargo revenues areedler
principally from sales of cargo capacity to thires.

Maintenance Maintenance operating revenues are generatedghrmaintenance services provided to other
airlines and customers worldwide.

Transavia: The revenues from this segment come from the ‘@ost” activity realized by Transavia.

Other: The revenues from this segment come from varsaugices provided by the Group and not covered by
the four segments mentioned above.

The results of the business segments are thosauthatither directly attributable or that can Hecated on a
reasonable basis to these business segments. Asrallotated to business segments mainly corresfoiite
EBITDAR, EBITDA, current operating income and tetimcome from operating activities. Other elemesits
the income statement are presented in the “noratial” column.

Inter-segment transactions are evaluated basedromahmarket conditions.
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Geographical segments

* Activity by origin of sales area

Group activities by origin of sale are broken danto eight geographical areas:

- Metropolitan France

- Benelux

— Europe (excluding France and Benelux)

- Africa

— Middle East, Gulf, India (MEGI)

- Asia-Pacific

- North America

— Caribbean, West Indies, French Guyana, Indian Qc®auth America (CILA)

Only segment revenue is allocated by geographidessarea.
« Activity by destination

Group activities by destination are broken dowp s#ven geographic areas:

- Metropolitan France

— Europe (excluding France) and North Africa

— Caribbean, West Indies, French Guyana and Indiaa®c
— Africa (excluding North Africa), Middle East

- North America, Mexico

— South America (excluding Mexico)

- Asia and New Caledonia
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6.1. Information by business segment

* Year ended December 31, 2017

. Network (**)  Maintenance  Transavia Other Non Total

In € millions allocated

Total sales 22,522 4,177 1,438 250 - 28,387
Intersegment sales (42) (2,354) 2) (208) - (2,606)
External sales 22,480 1,823 1,436 42 - 25,781
EBITDAR © 3,605 410 320 17 - 4,352
EBITDA © 2,672 410 167 15 - 3,264
Income from current operations 1,192 215 81 - - 1,488
Income from operating activities (711) 214 78 - - (419)
Share of profits (losses) of associates - 4 - 17 - 21
_Net cost of financial debt and other financial } ) ) ) (98) (98)
income and expenses

Income taxes - - - - 229 229
Net income from continuing operations (711) 218 78 17 131 (267)
Depreciation and amortization for the period (1)316 (225) (56) (16) - (1,613)
Other non-monetary items (2,127) 24 (10) 469 177 (1,467)
Total assets 12,593 3,509 857 16 7,433 24,408
Segment liabilities 7,677 1,290 503 291 4,184 13,945
Financial debt, bank overdraft and equity - - - - 10,463 10,463
Total liabilities 7,677 1,290 503 291 14,647 24,408
Purchase of property, plant and equipment and 1543 357 268 143 1 2312

intangible assets (continuing operations)

® See note 4.9 in notes to the consolidated finastigéements.

) See note 2. in notes to the consolidated finastiéments.

The non-allocated assets, amounting to €7.4 bjlioainly concern the financial assets held by theu@. They
notably comprise cash and cash equivalents of l86rhipension assets of €0.6 billion, financiatets of €0.7
billion, deferred tax of €0.4 billion and derivativ of €0.7 billion.

The non-allocated segment liabilities, amountingE4o2 billion, mainly comprise pension provisions £2.2
billion, a portion of other provisions for €0.2 lmh, tax and employee-related liabilities of €hillion and

derivatives of €0.4 billion.

Financial debts, bank overdrafts and equity areafiotated.
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* Year ended December 31, 2016 (resid)

- Network(**)  Maintenance Transavia Other Non Total

In € millions allocated

Total sales 21,797 4,182 1,218 664 - 27,861
Intersegment sales (46) (2,348) - (623) - (3,017)
External sales 21,751 1,834 1,218 41 - 24,844
EBITDAR ") 3,138 439 197 13 - 3,787
EBITDA® 2,214 439 49 12 - 2,714
Income from current operations 813 238 - 2) - 1,049
Income from operating activities 869 253 1) (5) - 1,116
Share of profits (losses) of associates 2) 2) - 3) - (@)

Net cost of financial debt and other financial

income and expenses . B ° N (293) (293)

Income taxes - - - - (294) (294)
Net income from continuing operations 867 251 1) (8) (587) 522
Depreciation and amortization for the period (1)286 (231) (40) (14) - (1,571)
Other non-monetary items (466) 2 (300) (505) - (1,269)
Total assets 11,433 3,281 637 423 7,158 22,932
Segment liabilities 7,613 1,280 435 24 3,834 13,186
Financial debt, bank overdraft and equity - - - - 9,746 9,746
Total liabilities 7,613 1,280 435 24 13,580 22,932

Purchase of property, plant and equipment and

; X e ) 1,475 285 210 102 - 2,072
intangible assets (continuing operations)

® See note 4.9 in notes to the consolidated fimhstatements.
) See note 2. in notes to the consolidated finhstagements.

The non-allocated assets, amounting to €7.2 bjlioainly concern the financial assets held by theu@. They
notably comprise cash and cash equivalents of iBi®n, pension assets of €1.5 billion, financielsets of €0.6
billion, deferred tax of €0.3 billion and derivagiv of €0.8 billion.

The non-allocated segment liabilities, amounting€8o8 billion, mainly comprise pension provisions €2.1
billion, a portion of other provisions for €0.3 Imh, tax and employee-related liabilities of €hflion and
derivatives of €0.2 billion.

Financial debts, bank overdrafts and equity areafiotated.
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6.2. Information by geographical area

External sales by geographical area

* Year ended December 31, 2017

In € millions Metropo-  Benelux Europe Africa Middle- Asia North West Indies  Total
litan (except Eastern Pacific America Caribbean
France France and gulf Guyana
Benelux) India Indian Ocean
(MEGI) South America
(CILA)
Network 6,188 2,274 4,733 1,111 579 2,069 3,142 1,465 21,561
Other Network sales 372 159 130 53 12 96 61 36 919
Total Network 6,560 2,433 4,863 1,164 591 2,165 3,203 1,501 22,480
Scheduled Transavia 567 722 111 2 10 3 5 2 1,422
Transavia-other sales 5 - - - - - 9 - 14
Total Transavia 572 722 111 2 10 3 14 2 1,436
Maintenance 1,017 694 23 - - - 89 - 1,823
Others 14 28 - - - - - - 42
Total 8,163 3,877 4,997 1,166 601 2,168 3,306 1,503 25,781
e Year ended December 31, 201éstated)
In € millions Metropo- Benelux Europe Africa Middle- Asia North West Indies  Total
litan (except Eastern Pacific America Caribbean
France France and gulf Guyana
Benelux) India Indian Ocean
(MEGI) South America
(CILA)
Network (*) 6,012 2,150 4,660 1,127 565 1,962 3,012 1,265 20,753
Other Network sales 409 115 196 57 13 113 60 35 998
Total Network 6,421 2,265 4,856 1,184 578 2,075 3,072 1,300 21,751
Scheduled Transavia 454 645 89 - 8 2 7 1 1,206
Transavia-other sales 5 - - - - - 6 1 12
Total Transavia 459 645 89 - 8 2 13 2 1,218
Maintenance 1,072 637 23 - - 1 101 - 1,834
Others 10 29 2 - - - - - 41
Total 7,962 3,576 4,970 1,184 586 2,078 3,186 1,302 24,844
(*) See note 2. in notes to the consolidated firsistatements.
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Traffic sales by geographical area of destination

. Year ended December 31, 2017

In € millions Metropolitan Europe Caribbean, Africa North South Asia, Total

France (except French Guyana, (except America, America, New

France) Indian Ocean North Africa) Mexico except Caledonia
North Africa Middle East Mexico
Network 1,799 4,699 1,640 2,972 4,508 2,148 3,795 21,561
Scheduled Transavia 23 1,345 - 54 - - - 1,422
Total 1,822 6,044 1,640 3,026 4,508 2,148 3,795 22,983
. Year ended December 31, 2016 (restat

In € millions Metropolitan Europe Caribbean, Africa North South Asia, Total

France (except French Guyana, (except America, America, New

France) Indian Ocean North Africa) Mexico except Caledonia
North Africa Middle East Mexico

Network (*) 1,829 4,376 1,665 2,962 4,352 1,997 3,572 20,753
Scheduled Transavia 21 1,145 - 40 - - - 1,206
Total 1,850 5,521 1,665 3,002 4,352 1,997 3,572 21,959
©) See note 2.in notes to the consolidated finhstigements.
7. EXTERNAL EXPENSES
In € millions 2017 2016
Period from January 1 to December 31
Aircraft fuel 4,507 4,597
Chartering costs 403 424
Landing fees and air route charges 1,905 1,900
Catering 784 445
Handling charges and other operating costs 1,753 1,565
Aircraft maintenance costs 2,424 2,469
Commercial and distribution costs 935 905
Other external expenses 1,574 1,958
Total 14,285 14,263
Excluding aircraft fuel 9,778 9,666

Following the acquisition of 49.9 per cent of Seérv&roup by Gategroup, the operational control was

transferred to Gategroup. As a consequence, theiB&roup is consolidated according to the equisthod

since December 2016. The change in consolidatiothadeis the main explanation of the variation i th

catering expenses, handling charges and othertopgcasts and the other external expenses.

A portion of external expenses, mainly aircraftl faled maintenance, is sensitive to fluctuationthmUS dollar
exchange rate. The hedges covering this currenoysexe are presented in nate
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8. SALARIES AND NUMBER OF EMPLOYEES

Salaries and related costs

In € millions 2017 2016
Period from January 1 to December 31

Wages and salaries 5,196 5,234
Pension costs linked to defined contribution plans 597 580
Net periodic pension cost of defined benefit plans 226 238
Social contributions 1,066 1,056
Cost of temporary employees 192 155
Profit sharing 324 148
Other expenses 23 63
Total 7,624 7,474

The Group pays contributions to a multi-employeanpin France, the CRPN (public pension fund fomgre
This multi-employer plan being assimilated withrerch State plan, it is accounted for as a defawedribution
plan in “pension costs linked to defined contribatplans”.

As of December 31, 2017, the line “Other expensesludes the share based compensation to KLM pilots
amounting to €27 million. As of December 31, 20tt& respective amount was €54 million. The shaseta
compensation for KLM pilots is described in detaihote 29.

Period from January 1 to December 31 2017 2016
Flight deck crew 7,746 7,673
Cabin crew 21,502 20,942
Ground staff 51,347 53,560
Temporary employees 2,927 2,427
Total 83,522 84,602

9. AMORTIZATION, DEPRECIATION AND PROVISIONS

In € millions
Period from January 1 to December 31 2017 2016
Amortization
Intangible assets 140 127
Flight equipment 1,273 1,234
Other property, plant and equipment 200 210
..................... 16131571
Depreciation and provisions
Inventories 9 9
Trade receivables 3 9
Risksand contingencies 150 e 12
163 94
Total 1,776 1,665

The amortization changes for intangible and tamg#ssets are presented in notes 17 and 19.
The changes relating to inventories and trade vabéas are presented in notes 24, 25 and 26.

The movements in provisions for risks and chargesiatailed in note 31.
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10. OTHER INCOME AND EXPENSES

In € millions 2017 2016
Period from January 1 to December 31

Capitalized production 696 767
Joint operation of routes (108) (89)
Operations-related currency hedges 10 155
Other 37 9
Other income and expenses 635 842

11. OTHER NON-CURRENT INCOME AND EXPENSES

In € millions 2017 2016
Period from January 1 to December 31

Restructuring costs (24) (157)
Modification on pensions plans in the Netherlands 1,889) -
Cargo claim (60) (2)
Disposal of slots - 49
Disposal of shares available for sale - 133
Disposals of subsidiaries and affiliates 3 28
Other 45 (5)
Other non-current income and expenses (1,925) 46

* Year ended December 31, 2017

Restructuring costs

This line mainly includes an additional contributio the Air France and KLM voluntary departurensiaand
the costs linked to the closure of the Munich b&EfsEransavia The Netherlands as of October 2017.

Modification of KLM pension schemes in The Netherlads

The KLM Pilot Pension Fund Board decided in 201@davert the accrued spouse’s pension into additiolal

age pension. In 2017, the Dutch Ministry of Finatees refused to validate the change without thendbr
approval of all the spouses. As a consequencegdtreal rate has been decreased from 1.28% to laslféem
July 1, 2017. The one-off financial impact of tagheme change is a €15 million profit.

In August 2017, KLM and the Cabin unions agreedhtmlify the pension scheme for KLM Cabin Crew in the
Netherlands. This modified pension scheme qualdes collective defined contribution scheme addtéethe
derecognition of the cabin pension asset. The panasset, based on actuarial assumptions as ofsAudgu
2017, amounted to €311 million. The impact of teeedognition of this asset is a €311 million loss.

In December 2017, KLM and the KLM Cockpit Crew Unmiagreed to modify the Cockpit Crew pension plan.
This modified plan qualifies as a collective defireontribution plan and led to the derecognitiorihaf cockpit
pension asset. This pension asset, based on spatiifiarial assumptions as of December 15, 201@uatad to
€1,399 million. Within the framework of the agreemheKLM agreed on a dowry payment of €194 millido,
the pension fund, of which €120 million was paidBil7. The impact of the derecognition of this tasel this
additional contribution is a €1,593 million loss.

Cargo claim

The provision for the cargo claim has been adjubted net amount of € (60) million.
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Other

As per November 16, 2017, Kenya Airways is not gnity affiliate anymore and has been reclassified t
financial asset at fair value through income statenThe line “Other” mainly includes the revaloatiof the
7.76 per cent of the shares in Kenya Airways atValue, the recycling of the current translatiajuatment
reserve and the net book value of the pair ofaldieathrow airport. The operation generates aofingrofit of

€ 43 million. Reference is made to note 21 for addal information on the accounting treatment afnia
Airways.

* Year ended December 31, 2016

Restructuring costs

As of December 31, 2016, these included mainly:

- €137 million relating to the voluntary departurans announced by Air France in February 2016;

- €8 million relating to severaloluntary departure plans initiated in the other Biance establishments
located abroad,;

- €13 million relating to an additional provision f§t.M’s restructuring plans.

Sale of slots

The Group transferred two pairs of slots at Lonth@athrow airport to two other airlines. An amouft€d9
million was recorded in respect of this operatisrohDecember 31, 2016.

Disposal of shares available for sale

On December 23, 2016, the Group sold a block 06 4llion shares in the Spanish company Amadeus IT
Holding S.A. ("Amadeus"), representing approximatél13 per cent of the company’s share capitals Thi
transaction generated:

- A positive result on the disposal of the shares arting to €133 million in the “Other non-current
income and expenses” line of the income statement;
- Cash proceeds of €201 million.

After this operation, the Group still holds 4.95limh Amadeus shares. The value of these sharesnipletely
covered by a hedging transaction.

Disposal of subsidiaries and affiliates

As of December 31, 2016, this included the impé#ct o
- the reclassification under “shares availablesfes” of two affiliates previously accounted forder
the equity method, amounting to a total of €8 willi
- the result on the disposal of the subsidiary @dbeound Solutions Limited, amounting to €5 mitiio
The cash proceeds on this disposal amounts to €lidm

Other
As of December 31, 2016, this mainly included:

- the positive result relating to the disposal of pieces of land for a total amount of €13 million;
- aprovision of €7 million for onerous lease contsaan two Martinair Boeing B747 aircraft.
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12. OTHER FINANCIAL INCOME AND EXPENSES

In € millions 2017 2016
Period from January 1 to December 31
Income from marketable securities 6 12
Other financial income 29 37
Financial income 35 49
Loan interests (143) (183)
Lease interests (56) (57)
Capitalized interests 15 11
Other financial expenses (65) (80)
Gross cost of financial debt (249) (309)
Net cost of financial debt (214) (260)
Foreign exchange gains (losses), net 212 (105)
Change in fair value of financial instruments (88) 60
Including fuel derivatives 17 99
Including currency derivatives (54) 4)
Including interest rates derivatives (11) 3
Including other derivatives (40) (38)
Net (charge)/ release to provisions 3 55
Change in fair value of hedged shares 53 24
Other (64) (67)
Other financial income and expenses 116 (33)
Total (98) (293)

Net cost of financial debt

Financial income mainly consists of interest incaaned the result on the disposal of financial assetair value
recorded in the income statement.

As of December 31, 2017 the gross cost of finardgdk includes an amount of €16 million correspogdb the
difference between the nominal and effective irderates (after taking into account the equity congmt) on
the OCEANE bonds (versus €22 million as of Decenier2016).

Foreign exchange gains (losses)

As of December 31, 2017, the foreign exchange foss#nly include:
- Anunrealized currency gain of €89 million on debtvhich €78 million relates to the debt in Japanes
Yen,
- An unrealized currency gain of €152 million linkezlthe revaluation of the US dollar portion of the
maintenance provision.

As of December 31, 2016, the foreign exchange sossEnly included:
- Unrealized currency losses of €47 million on Japanéen debt and €21 million on USD debt.
- An unrealized currency loss of €17 million linkedl the revaluation of the US dollar portion of the
maintenance provision.
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Net (charge) / release to provisions

As of December 31, 2016, as the European Commisgidmot appealed the decision taken by Europeant Co
by February 29, 2016, the Group released to thesaliolated income statement the €41 million provisio
covering the accrued interest on the fine imposewterning the litigation relating to anti-trust ilggtion in the
air freight industry.

Change in fair value of hedged shares

This line presents the revaluation of the hedgedidens shares at fair value. (see note 36.1). Tiatioa of
the derivative instrument covering these sharesinéduded in line “Change in fair value of finankia
instruments”.

Others

As of December 31, 2017 and 2016, this line conegritie accretion effect on long-term provisions amtiog
to €56 million and €59 million respectively.

13. INCOME TAXES

13.1. Income tax charge

Current income tax expenses and deferred incomartagetailed as follows:

In € millions 2017 2016
Period from January 1 to December 31

Current tax (expense) / income (32) (32)
Change in temporary differences 177 (99)
CAVE impact 3 3
(Use / de-recognition) / recognition of tax lossrgdorwards 81 (167)
Deferred tax income / (expense) from continuing opations 261(263)
Total 229 (294)

The current income tax charge relates to the ansquaitd or payable in the short term to the tax @nitibs for
the period, in accordance with the regulations aitang in various countries and any applicable tie=a

*  French fiscal group

In France, tax losses can be carried forward farrdimited period. However, there is a limitation the amount
of fiscal loss recoverable each year to 50 per okttie profit for the period beyond the first roh euros. The
recoverability of the deferred tax losses corresigoio a period of seven years, consistent withGheup's
operating visibility.

In 2017, the Finance Law initiated a gradual reiducin the French income tax rate to 25.83 per @e2022.
The impact of this change in tax rate is refledted reduction in the deferred tax assets and esemdeferred
tax charge of €15 million.

In 2016, the Group had already recorded the imphthis reduction by Finance Law in income tax rixtem

34.43 per cent to 28.92 per cent applicable toRtench fiscal group as from fiscal year 2020. Te¢tiange
resulted in a reduction in the deferred tax asset,thus a deferred tax charge of €102 million.
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» Dutch fiscal group

In The Netherlands, tax losses can be carried fahveaer a period of nine years without limitatiam the
amount of recovery allowed each year.

In 2015, some accounting principles in the KLM inedtax fiscal unity were changed as a result otchvithe
result for tax purposes increased by €730 millidhis higher result was fully offset by tax lossesried
forward. In 2017, these accounting principles hiagen fully reversed, by re-filing the 2015 corperatcome
tax return.

As at December 31, 2017, the recoverability ofdbferred tax losses corresponds to a period ofyteos.
As of December 31, 2016, the income taxes of thécldiscal group include a positive €70 million
corresponding to the use of non-recognized fiszsdds. €65 million of this deferred tax asset anmeeognized

fiscal losses concerns the Dutch fiscal group aBdndllion concerns the company Martinair prior s i
inclusion in the Dutch fiscal group.

13.2. Deferred tax recorded in equity (equity holdes of Air France-KLM)

In € millions 2017 2016
Period from January 1 to December 31
Treasury shares - 2
Coupons on Perpetual 13 13
Other comprehensive income that will be reclassifato profit and loss (42) (352)
Assets available for sale 33) 7
Derivatives (38) (359)
Other comprehensive income that will not be recla#fsed to profit and loss (205) 114
Pensions (205) 114
Total (233) (223)

13.3. Effective tax rate

The difference between the standard and effectiveate applied in France is detailed as follows:

In € millions 2017 2016
Period from January 1 to December 31

Income before tax (517) 823
Standard tax rate in France 34.43% 34.43%
Theoretical tax calculated based on the standarchte in France 178 (283)
Differences in French / foreign tax rates (92) 56
Non-deductible expenses or non-taxable income (13) 68
Variation in unrecognized deferred tax assets 171 (20)
Impact of change in income-tax rate (15) (102)
CAVE impact (15) (18)
Other 15 5
Income tax expenses 229 (294)
Effective tax rate 44.3% 35.8%

In 2017, the applicable tax rate for the Frenclealisgroup is 44.43%. This tax rate includes a ome-t
additional contribution of 10 per cent.

Deferred taxes have been calculated with a taxgratgually decreasing to 25.83 per cent in 2022. ifiipact of
this change in tax rate is presented in the limg¥&ct of change in income-tax rate".
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The current tax rate applicable in The Netherldad®5 per cent.

13.4. Variation in deferred tax recorded during theperiod

In € millions January 1, Amounts Amounts Reclassification December
2017 recorded recorded in and other 31, 2017
in income OCl
statement
Flight equipment (1,234) (25) - - (1,259)
Pension assets (315) 438 (197) (2) (76)
Financial debt 849 (80) - 22 791
Deferred revenue on ticket sales 209 (48) - - 161
Debtors and creditors (95) 34 (39) @) (107)
Provisions 237  (168) (5) 1) 63
Others (301) 29 (5) 8 (269)
Deferred tax corresponding to fiscal 838 81 i ) 919
losses
Deferred tax asset/ (liability) net 188 261 (246) 20 223
In € millions January 1, Amounts Amounts Amounts Reclassification December
2016 recorded recordedin recorded and other 31, 2016
(Restated) in income OCI in equity
statement
Flight equipment (1,293) (43) - - 2 (1,234)
Pension assets (396) (19) 101 - 1) (315)
Financial debt 845 (5) - 13 4) 849
Deferred revenue on ticket sales 214 (5) - - - 209
Debtors and creditors 306 (42) (359) - - (95)
Provisions 248 (15) 13 - 9 237
Others (346) 33 7 2 3 (301)
:Deferred tax corresponding to fiscal 1,013 (167) i ) ®8) 838
osses
Deferred tax asset/ (liability) net 691 (263) (238) 15 a7 188

*  French fiscal group

The deferred taxes recognized on fiscal lossesttfer French fiscal group amount to €668 million ds o
December 31, 2017 with a basis of €2,432 milliohe Tesults outlook for the coming seven years Hawed
the Group partially to reverse the provision onedefd tax losses, amounting to €125 million. Th&lto
deferred-tax position of the French fiscal group iset asset of €92 million.

As of December 31, 2016 the deferred taxes recednim fiscal losses for the French fiscal group wmtexd to
€600 million, with a basis of €2,036 million.

» Dutch fiscal group

The deferred taxes recognized on fiscal lossestifer Dutch fiscal group amounts to €196 million ds o
December 31, 2017 versus €220 million as of Decerhe 2016 with respective bases of €786 milliod an
€882 million.

-44 - 15/02/2018



Air France-KLM Group

13.5. Unrecognized deferred tax assets

In € millions December 31, 2017 December 31, 2016
Basis Tax Basis Tax
Temporary differences 767 197 807 276
Tax losses 4,608 1,187 5,120 1,475
Total 5,375 1,384 5,927 1,751

*  French fiscal group

As of December 31, 2017, the cumulative effect lom limitation of deferred tax assets results in riba-
recognition of a deferred tax asset amounting t8ZZ million (corresponding to a basis of €5,134iam), of
which €1,106 million relating to tax losses and E2aillion relating to temporary differences (non-
recognition of deferred tax assets relating toruestiring provisions and pensions).

As of December 31, 2016, the cumulative effect fm ltmitation of deferred tax assets resulted @ rion-
recognition of a deferred tax asset amounting t6&Z million (corresponding to a basis of €5,618iam), of

which €1,396 million relating to tax losses and E2million relating to temporary differences (non-
recognition of deferred tax assets relating taruestiring provisions and pensions).

» Dutch fiscal group

As of December 31, 2017, the Dutch fiscal groupri@maon-recognized deferred tax assets.

Other unrecognized deferred tax assets mainly spored to a portion of the tax loss carry forwarfithe Air
France and KLM subsidiaries not belonging to tlsedl groups, in particular in the United Statedoferica
and United Kingdom.

14. NET INCOME FROM DISCONTINUED OPERATIONS

In € millions

Period from January 1 to December 31 2017 2016
Net result of Servair Group - 13
Disposals of subsidiaries and affiliates 4) 123
Revaluation of investments in equity associates 4) 134
Net income from discontinued operations (8) 270

* As of December 31, 2017

In 2016, Air France sold 49.99% of its stake inv@ar Group to gategroup. The final disposal price
was partly basedn the 2016 closing accounts of Servair Group. 8ase the conditions in the purchase
agreement, Air France Group accounted for a prijgsément of € (4) million and also lowered theueabf the
Group’s remaining 50.01% shareholding in Servaiou®r The total amount was recorded under "net ircom
from discontinued operations" in December 2017.
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* As of December 31, 2016

Net result of Servair Group

As of December 31, 2016, the breakdown of the Sef¥eoup’s results after intercompany eliminatidgasas
follows:

In € millions

Period from January 1 to December 31 2016
Revenues 402
EBITDAR 56
EBITDA 56
Income from current operations 50
Non current item )
Income from operating activities 43
Financial income 2
Income before tax 45
Income taxes (20)
Share of profits (losses) of associates (11)
Net income from discontinued operations 13

Disposals of subsidiaries and affiliates

Following the acquisition of gategroup by HNA ondeenber 22, 2016, Air France and gategroup finalthed
agreement for the sale to gategroup of 49.99% ofa&s share capital. The gain realized amounte€123
million and the cash proceeds to €218 million.

Revaluation of investments in equity associates

On conclusion of this transaction, the operatiarmitrol of Servair was transferred to gategrouppplication
of the governance planned in the agreements betiigdfrance and gategroup. As a consequence, thaise
group has been consolidated according to the equétyrod since December 30, 2016. In accordancel#RlS
10, the shares retained in Servair have been redalttheir fair value. The impact of this revaioatamounts
to a € 134 million positive.

15. EARNINGS PER SHARE
15.1 Income for the period — Equity holders of AirfFrance-KLM per share

Reconciliation of income used to calculate earnings per share

The results used to calculate earnings per sharasafollows:
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* Results used for the calculation of basic earningser share:

In € millions 2017 2016
As of December 31

Net income for the period — Equity holders of Arafce-KLM (274) 792
Net income from continuing operations — Equity leokdof Air France — KLM (266) 522
Net income from discontinued operations — Equitidbrs of Air France — KLM (8) 270
Coupons on perpetual (25) (25)
Basic net income for the period — Equity holder&\ofFrance-KLM (299) 767
Eii/llc net income from continuing operations — Bghilders of Air France — (291) 497
Basic net income from discontinued operati— Equity holders of Air Franc—

KLM (8) 270

* Results used for the calculation of diluted earning per share:

In € millions
As of December 31 2017 2016
Basic net income for the period — Equity holderd\ofFrance-KLM (299) 767
Basic net income for the period for continuing @temns— Equity holders of Ail

(291) 497
France-KLM

Basic net income for the period for discontinueéragpions — Equity holders of
Air France-KLM

Consequence of potential ordinary shares on netniecinterests paid on
g 20
convertible bonds (after tax)

(8) 270

Net income for the period — Equity holders of Air Fance-KLM (taken for

calculation of diluted earnings per share) (299) 81

Since the perpetual subordinated loan is considerdae preferred shares, the coupons are includdzhsic
earnings per share.

Reconciliation of the number of shares used to calculate earnings per share

As of December 31 2017 2016
Weighted average number of:

- Ordinary shares issued 371,734,062 300,219,278
- Treasury stock held regarding stock option plan 1,116,420) (1,116,420)
- Other treasury stock (31,678) (2,877,251)
Number of shares used to calculate basic earninggpshare 370,585,964 296,225,607
OCEANE conversion - 53,386,532

Number of ordinary and potential ordinary shares u®d to calculate diluted

; 370,585,964 349,612,139
earnings per share

The change in the number of ordinary shares issudidclosed in note 28.1.

15.2 Non-dilutive instruments

The Air France-KLM Group held no non-dilutive instnents as of December 31, 2017.

15.3 Instruments issued after the closing date

No instruments were issued subsequent to the dakite.
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16. GOODWILL

16.1 Detail of consolidated goodwill

In € millions 2017 2016
Gross Impairment Net Gross Impairment Net
As of December 31 value value value value
Network 197 - 197 196 - 196
Maintenance 23 4) 19 26 (5) 21
Other - - 1 - 1
Total 220 4 216 223 (5) 218
16.2 Movement in net book value of goodwill
In € millions 2017 2016
As of December 31
Opening balance 218 247
Change in scope (30)
Currency translation adjustment 2) 1
Closing balance 216 218
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17. INTANGIBLE ASSETS

Gross value

Amount as of December 31, 2015 280 109 1,368 1,757
Additions - - 210 210
Change in scope - - (29) (29)
Disposals - - (53) (53)
Amount as of December 31, 2016 280 109 1,496 1,885
Additions - - 248 248
Disposals - - (72) (72)
Reclassification - - (36) (36)
Amount as of December 31, 2017 280 109 1,636 2,025
Depreciation

Amount as of December 31, 2015 (5) (107) (627) (739)
Charge to depreciation Q) Q) (125) (127)
Releases on disposals - - 32 32
Change in scope - - 19 19
Reclassification - - (4) (4)
Amount as of December 31, 2016 (6) (108) (705) (819)
Charge to depreciation - 1) (140) (141)
Releases on disposals - - 21 21
Reclassification - - 36 36
Amount as of December 31, 2017 (6) (109) (788) (903)
Net value

As of December 31, 2016 274 1 791 1,066

As of December 31, 2017 274 - 848 1,122
Including:

Network 263

Other 5

Maintenance 5

Cargo 1

The intangible assets mainly comprise:

- The KLM and Transavia brands and slots (takeoff mdling) acquired by the Group as part of the
acquisition of KLM. These intangible assets haverafefinite useful life as the nature of the assets
means that they have no time limit;

- Software and capitalized IT costs.
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18. IMPAIRMENT

* Year ended December 31, 2017

Concerning the methodology followed for the impanntest, the Group has allocated each item of wibod
and each intangible fixed asset with an indefiogeful life to Cash Generating Units (CGUs), cqumegling to
its business segments (see “Accounting Policies”).

The recoverable value of the CGU assets has beermudeed by reference to their value in use as eddbnber
31, 2017. The tests were realized for all the C®udshe basis of a three-year Group plan, approyeth®
management.

The discount rate used for the test correspondBsetd@roup’s weighted average cost of capital (WACR)is
stood at 7.5 per cent as at December 31, 2017s/@8per cent as at December 31, 2016.

After the aforementioned test, no impairments weoagnized on the Group’s other CGUs.

A 50-basis point increase in the WACC would haveimpact on the tests results per Group CGUs as of
December 31, 2017. A 50-basis point decrease irotig:term growth rate would also have no impacthun
value of the CGUs as of the same date. The sanas krole for a 50-basis point decrease in the tamgetating
margin.

* Year ended December 31, 2016

As of December 31, 2016, no impairment was receghim the Group’s CGU'’s.
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19. TANGIBLE ASSETS

In € millions Flight equipment Other tangible assets Total
O_wned L_easec Assets i Otherl Total Lapd_anc Equiprr;ir& Assets ir| Othe Total
aircraft| aircraft]  progres: buildings] machinen| Progres
Gross value
/2*81%‘( December 31, gg59 6,739 513 2,357 18,478 2889 1,310 83 1,056,338 23,816
Acquisitions 225 8 1,375 118 1,736 5 42 117 28 192 1,918
Disposals (1,184) (158) 1) (242) (1,585 (33) (111) 1) (41) (186) (1,771)
Change in scope - - - - - (159) (60) @) (127) (350) (350)
Fair value - - (16) - (16) - - - - - (16)
Reclassification 963 67 (1,255) 158 (67 21 31 (80) 5 (23), (90)
Currency translation - - - - - 2 - - - 2) 2)
hoof December 31, gg73 6,656 616 2391 18536 2721 1212 115 9219694, 23,505
Acquisitions 273 (3) 1,386 194 1,850 13 24 152 34 2pP3 2,073
Disposals (995)  (129) - (199) (1,323 (25) 9) 1 @1.) (49| (1,372
Fair value - - 313 - 31 - - - - - 313
Reclassification 1,732 (537) (1,359) 126 (38 60 29 (113) 5 (19) (57)
Currency translation - - - 1) 1) 1 (5) 1 ) (5) (6)
9810; December31, g gg3 5987 956 2511 19,337 2770 1251 156 9421199, 24,456
Depreciation
As of December 31,
2015 (5,864) (2,847) - (1,024) (9,735) (1,826) (972) - (870) (3,668) (13,403)
Charge to
depreciation (572) (460) - (144) (1,176 (110) 67) - (33) (210) (1,386)
Releases on disposal 1,134 158 - 142 1,434 30 48 - 40 118 1,552
Change in scope - - - - - 119 44 - 94 257 257
Reclassification (505) 514 - 51 60 4 9 - - 13 73
Currency translation - - - - - 1 - - - 1 1
ho o December3l, - (5,807)  (2,635) - (@75) (9417 (L,782)  (938) - (769) (3.489) (12,906)
Charge to
depreciation (608)  (455) - (148) (1,211 (102) (62) - (36) (200 (1,412)
Releases on disposal 953 128 - 127 1,208 23 8 - 16 47 1,255
Reclassification (837) 847 - 7) 3 (5) 11 - 6 12 15
Currency translation - - - 1 1 1) 4 - - 3 4
ho of December 3l (6,299) (2,115) - (002) (9416) (1867)  (977) - (783) (3,627) (13,043)
Net value
/2*81‘2‘ December 31, 3066 4,021 616 1,416 9,119 939 274 115 152 1480| 10,599
fooyDecember3l, 3584 3,872 956 1,509 9,921| 903 274 156 159 1492| 11,413

Aeronautical assets under construction mainly c@epadvance payments, engine maintenance work in
progress and aircraft modifications.

Note 38 details the amount of pledged tangibletasse

Commitments to property purchases are detailedtesn37 and 38.
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The net book value of tangible assets financed uealgital lease amounts to €4,170 million as oféeber 31,
2017 versus €4,356 million as of December 31, 2016.

20. CAPITAL EXPENDITURES

The detail of capital expenditures on tangible @mdngible assets presented in the consolidated flaw
statements is as follows:

In € millions 2017 2016
As of December 31

Acquisition of tangible assets 2,055 1,915
Acquisition of intangible assets 248 210
Accounts payable on acquisitions and capitalizéet@st 9 (53)
Subtotal 2,312 2,072
Total 2,312 2,072

21. EQUITY AFFILIATES

Movements over the period

The table below presents the movement in investsriardssociates and joint ventures:

Servair

In € millions Network Maintenance Other Total
Group
gggrgmge\;asltf ;é fgare in investment as of 3) 48 45 o8 118
Share in net income of equity affiliates (5) Q) - 4 2)
Distributions - - - (5) (5)
Change in consolidation scope - - (44) - (44)
Other variations 7 2 218 (5) 222
Currency translation adjustment 1 - 1) - -
gggrgmge\;asltf ;é fgare in investment as of i 49 218 o5 292
Share in net income of equity affiliates - 4 10 (4) 10
Distributions - - - (6) (6)
Change in consolidation scope - 1 - 1 2
Other variations - 2 4) 5 3
Capital increase - - - 2 2
Currency translation adjustment - - - 2) 2)
Carrying value of share in investment as of i 56 294 21 301

December 31, 2017
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Network

On November 16, 2017, Kenya Airways Ltd. annourtbed its debt and equity restructuring had beealified.
Among others things, this resulted in the Groupjsity interest in its associate decreasing fronY2er cent
to 7.76 per cent and the Group losing its abilibyeixercise a significant influence over Kenya Aiyaa
Consequently Kenya Airways is no longer an equitjiate and has been reclassified as a financakaat fair
value through income statement. Reference is nadetes 11 and 23.

Maintenance

As of December 31, 2017 and 2016, the equity afék in the maintenance business mainly compris¢ jo
venture partnerships entered into by the Group e@webbp its maintenance activities worldwide. These
partnerships, for which the country localizationsl @ercentages of interest are presented in nofg Have been
concluded either with airlines or with independglatyers in the maintenance market.

Servair Group

The Servair Group is the French number one in mviatatering. With about 45 establishments in 28ntes
and approximately 10,000 employees, Servair hasadirig position in Paris and Africa. Servair nunsber
approximately 120 air carrier customers worldwid groposes a set of services grouped around tioese
businesses: the catering during flight and colegtthe airport services and additional servides ¢éingineering
and the integration of services.

In 2017, within the framework of the agreement vBilrger King, an acceleration in the fast food\dtiés has
been realized in Ivory Coast, Kenya and Ghana.

As of December 31 2016, the Servair company bewmgrolled by Air France, the investments in equity
associates corresponded to joint-ventures partipsrsboncluded within the framework of the world
development of the catering activity of the Ser@ioup.

In March 2016, Air France was engaged in a prooéshare capital opening of the Servair Group. &itiis
date, Servair and its subsidiaries were presergatiseontinued activities according to IFRS 5 stadd'Non-
current Assets Held for Sale and Discontinued Qjusrs!'.

Following the acquisition of gategroup by HNA ondeenber 22, 2016, Air France and gategroup finalthed
agreement for the sale to gategroup of 49.99%efS#rvair share capital. At the conclusion of tramsaction,
the operational control of Servair was transfetiedategroup in application of the governance pighim the
agreements between Air France and gategroup. Assequence, the Servair group is consolidated dicepto
the equity method since December 30, 2016.

Movements of the investments in equity associatesroed during the year 2016 correspond:
* On one hand to the exit of the investments in gaasisociates directly or indirectly held by Senatir
the time of the classification in discontinued eitiés for an amount of €(44) million
* On the other hand to the reclassification of thptlehares by the Group in the capital of Servathat
time of the transfer of the control to gategroupcérding to the standard IFRS 10, the Servair share
were revalued at their fair value. This one wagigeined on the basis of the value of the transactto
amounts to €218 million.
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The simplified financial statements of the Serioup as of December 31 2017 are as follows:

Simplified income statement

In € millions 2017 2016
Period from January 1 to December 31

Sales 869 824
Income from current operations 48 34
Non-current items (15) (8)
Income from operating activities 33 26
Financial result D) 2
Income before tax 32 28
Income taxes a7 (21)
Share of profits (losses) of associates 4 -
Net result 19 7

Simplified balance sheet

Asset December 31, December 31,
In € millions 2017 2016
Non-current asset 192 200
Current asset 288 250
Total asset 480 450

Liabilities and equity

December 31, December 31,

In € millions 2017 2016
Equity 192 192
Non-current liability 90 78
Current liability 198 180
Total liabilities and equity 480 450

Other
As of December 31, 2017 and 2016, the equity aféB linked to the Group’s other businesses arelynint

venture partnerships entered into by the Groupénatirport business. The localizations of the @@ and the
percentages of interest in these partnershipsrasepted in note 42.2.

22. PENSION ASSETS

In € millions 2017 2016
As of December 31,

Opening balance 1,462 1,773
Net periodic pension (cost) / income for the period (1,789) (111)
Contributions paid to the funds 128 170
Fair value revaluation 789 (370)
Closing balance 590 1,462

The analysis on the pensions assets is presenteder80.
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23. OTHER FINANCIAL ASSETS

In € millions
2017 2016
As of December 31
Current Non- - yrrent Non-
current current
Financial assets available for sale
Available shares - 102 - 29
Shares secured - 298 - 214
Assets at fair value through profit and loss
Marketable securities 41 32 38 15
Cash secured 269 - 50 -
L oans and receivables
Financial lease deposit (bonds) 93 186 19 279
Financial lease deposit (others) 9 333 8 327
Loans and receivables 9 216 15 222
Gross value 421 1,267 130 1,086
Impairment at opening date - (22 - (23)
New impairment charge - (6) - 9
Reversal - 10 - 5
Change in scope - 1 - 4
Other - (8) - 1
Impairment at closing date - (25 - (22)
Total 421 1,242, 130 1,064
Financial assets available for sale
In € millions Fair Value % interest Stockholder's Netincome Stock price  Closing date
equity (in €)
As of December 31, 2017
Amadeus”’ 298 1,11% ND® ND® 60,11 December 2017
Alitalia CAI - 1,00% ND® ND® NA®™  December 2017
Kenya Airways"’ 61 7.76% ND™) ND 0.13 December 2017
Other 41 - - - - -
Total 400
As of December 31, 2016
Amadeus”’ 214 1.11% NA®) NA® 43.17 December 2016
Alitalia CAI - 1.00% NA® NA®) NA®  December 2016
Other 29 - - - - -
Total 243
(*) Listed company
(**) Not-available
(***) Not-applicable
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* Year ended December 31, 2017

Following a debt and equity restructuring withinri@a Airways Ltd., the Group’s capital interest de=sed
from 26.73 per cent as at December 31, 2016 toper@éent as at December 31, 2017. The Grouptkability
to exercise significant influence over Kenya Ainsag November 2017. Consequently, Kenya Airwaysos
accounted as financial asset at fair value throngbme statement. Reference is made to notes 12\and

* Year ended December 31, 2016
On December 23, 2016, the Group sold a block db 4x8llion shares in the Spanish company Amadeus IT
Holding S.A. (“Amadeus”), representing approximgtel13 per cent of the capital of the company.
After this transaction, the Group still holds 4.88llion Amadeus shares. The value of these shardslly
covered by a hedging transaction concluded in MelyJune 2016 (see note 35.1).

Assets at fair value through profit and loss

The assets at fair value through profit and lossiim@omprise shares in mutual funds that are fesified as
“cash equivalents” and cash pledged.

Loans and receivables

Loans and receivables mainly include deposits ghtflequipment made within the framework of openaail
and capital leases.

Transfer of financial assets that are not derecogméd in their entirety

Transfer of receivables agreement

The Group entered into a loan agreement securédrtiyrance’s 1 per cent housing loans. For eacthefCILs
(Comités Interprofessionnels du Logement), Air EEerand the bank concluded, in July 2012, a trigarti
receivables delegation agreement with referencéhéoloan agreement. Through this agreement, thes CIL
commit to repaying the bank directly on each paytndete. These are imperfect delegations: in thatesfenon-
repayment by the CILs, Air France remains liabléhebank for repayments of the loan and interest.

As of December 31, 2017, the amount of transfereedivables stood at €104 million (versus €106iamlkas of
December 31, 2016). The associated loan stoodlat@iBon as of December 31, 2017 and 2016).

Loan of shares agreement

In May and June 2016, the Group entered into a @iashares agreement on Amadeus shares. This laan w
linked to the hedging transaction to protect thleu@af Amadeus shares. The entire 1.11 per ceAntddeus
shares is covered by this hedge contract.

Transfer of financial assets that are derecognizeit their entirety

Since 2011, the Group has established non-recdartering agreements concerning passenger, cardo an
airline trade receivables. These agreements amplse¢eivables originating in France and other Eeaop
countries for a total transferred amount of €190ioni as of December 31, 2017, against €193 mill&anof
December 31, 2016.

The Group retains the risk of dilution regardingdé transferred assets for which guarantees havedaeured
for €13 million as of December 31, 2017 versus gilion as of 2016.
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24. INVENTORIES

In € millions 2017 2016
As of December 31
Aeronautical spare parts 587 591
Other supplies 122 117
Production work in progress 7 11
Gross value 716 719
Opening valuation allowance (153) (162)
Charge to allowance (14) 9)
Use of allowance 5 18
Currency translation adjustment 1 -
Reclassification 2 -
Closing valuation allowance (159) (153)
Net value of inventory 557 566
25. TRADE ACCOUNTS RECEIVABLES
In € millions 2017 2016
As of December 31
Airlines 391 354
Other clients:
* Network 1,122 942
* Maintenance 628 598
* Other 109 59
Gross value 2,250 1,953
Opening valuation allowance (85) (105)
Charge to allowance (66) 9)
Use of allowance 23 18
Change of scope - 10
Currency translation adjustment 2 Q)
Reclassification 12 2
Closing valuation allowance (114) (85)
Net value 2,136 1,868
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26. OTHER ASSETS

In € millions
As of December 31 2017 2016

Current Non-current Current Non-current
Suppliers with debit balances 159 - 143 -
State receivables (including income tax) 157 - 115 -
Derivative instruments 491 206 396 404
Prepaid expenses 172 - 173 -
Other debtors 286 33 279 44
Gross value 1,265 239 1,106 448
Opening valuation allowance Q) - 3) -
Change in scope - - 2 -
Closing valuation allowance Q) - Q) -
Other 1,264 239 1,105 448

As of December 31, 2017, non-current derivativeue €19 million relating to currency hedges araficial

debt, against €54 million as of December 31, 2016.

As of December 31, 2017, current derivatives inel@d million relating to currency hedges on finahcdebt,

against €3 million as of December 31, 2016.

27. CASH, CASH EQUIVALENTS AND BANK OVERDRAFTS

In € millions 2017 2016
As of December 31

Liquidity funds (SICAV) (assets at fair value thgbuprofit and loss) 2,261 1,856
Bank deposits and term accounts (assets at faiehtough profit and loss) 1,772 1,349
Cash in hand 640 733
Total cash and cash equivalents 4,673 3,938
Bank overdrafts (6) (5)
Cash, cash equivalents and bank overdrafts 4,667 3,933

28. EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF AIR
FRANCE-KLM SA

28.1 Issued capital

As of December 31, 2017, the issued capital of Zance-KLM comprised 428,634,035 fully paid-up €sar
Each share with a nominal value of one euro igledtio one vote. However, since April 3, 2016,rshalders

who have owned their shares for at least two yeave benefited from double voting rights.
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The number of issued shares held is as follows:

In number of shares 2017 2016
As of December 31

At the beginning of the period 300,219,278 300,219,278
French State 61,241,325 52,763,693
Delta Air Lines 37,527,410 -
China Eastern Airlines 37,527,410 -
Employees and former employees 16,781,090 18,981,625
Treasury shares 1,146,376 1,149,203
Others 274,410,424 227,324,757
At the end of the period 428,634,035 300,219,278
Of which: - number of shares issued and paid up 8,684,035 300,219,278

- number of shares issued angail up -

On October 3, 2017, within the framework of theergsd capital increase, 37.527.410 new shares issued
due to the capital participation of Delta Airlinesd 37.527.410 new shares were issued due to ttimlca
participation of China Eastern Airlines. These sawvere issued with a €338 million share premium.

By decision published October 16, 2017, Air Frakté proceeded to the early redemption of the OCEANE
with due date February 15, 2023. Almost all thedemd converted their securities in shares. Conselyue
53.359.937 new shares were issued in November 2@itvVa share premium of €496 million.

After deducting the issuing costs, the net incredidbe share premium, for these two transactisnsstablished
in 1,168 million euros.

The shares comprising the issued capital of AirnEeaKLM are subject to no restrictions or priostie
concerning dividend distribution or reimbursemefnthe issued capital.

Authorized stock

The Combined Ordinary and Extraordinary Sharehsldeteeting of May 16, 2017 authorized the Board of
Directors, for a period of 26 months from the daft¢he Meeting, outside the context of public tendféers, to
issue shares and/or other securities conferringeidiate or future rights to Air France-KLM'’s capitahited to

a total maximum nominal amount of €150 million.

Breakdown of the share capital and voting rights

The breakdown of the share capital and voting sighas follows:

% of capital % of voting rights

As of December 31 2017 2018 2017 2016
French State 14 18 23 27
Delta Air Lines 9 - 7 -
China Eastern Airlines 9 - 7 -
Employees and former employees 4 6 7 10
Other 64 76 56 63
Total 100 100 100 100

The line “Employees and former employees” inclutles shares held by employees and former employees
identified in the “Fonds Communs de Placement d&prise (FCPE)”.

-59 - 15/02/2018



Air France-KLM Group

Other securities giving access to common stock
OCEANE

See note 32.2.

28.2 Additional paid-in capital

Additional paid-in capital represents the differemetween the nominal value of equity securitisged and the
value of contributions in cash or in kind receil®dAir France-KLM.

28.3 Treasury shares

Treasury shares
Number In € millions

December 31, 2015 4,149,595 (85)
Change in the period (3,000,392) 18
December 31, 2016 1,149,203 (67)
Change in the period (2,827) -
December 31, 2017 1,146,376 (67)

All the treasury shares are classified as a redudf equity.

28.4 Perpetual subordinated bond

In order to consolidate its financial structureidgrthe Perform 2020 implementation period, ineagril 2015

the Group issued a perpetual subordinated bond fotal amount of €600 million. These securitiebjolh have
no maturity date and bear an annual coupon of pe2ent, have a first repayment option in Oct@80, at
the issuer’s discretion. They are classified astggim accordance with the IFRS rules. The loaaubordinated
to all other existing and future Air France-KLM deb

In October, 3rd 2017 and 2016, Air France-KLM dismd coupons of €38 million relating to this ingtent.

28.5 Reserves and retained earnings

December 31, December 31,

In € millions

2017 2016
Legal reserve 70 70
Distributable reserves 15 176
Pension defined benefit reserves (1,386) (3,094)
Derivatives reserves 175 102
Available for sale securities reserves 249 161
Other reserves (948) (727)
Net income (loss) — Group share (274) 792
Total (2,099) (2,520)
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As of December 31, 2017, the legal reserve of €illomrepresents 16 per cent of Air France-KLM&sied
capital. French company law requires that a limitednpany §ociété anonymeallocates 5 per cent of its
unconsolidated statutory net income each yearitléigal reserve until it reaches 10 per cent ef @roup’s
issued capital. The amount allocated to this legakrve is deducted from the distributable incowretlie
current year.

The legal reserve of any company subject to thiglirement may only be distributed to shareholdgrenu

liquidation of the company.

29. SHARE-BASED COMPENSATION

The Air France-KLM Group has no significant stogition plans or share-based plans with settlementgh
(Phantom Performance Shares) index-linked to tlengh in the Air France-KLM share price as of Decemb
31, 2017 and December 31, 2016 (see section kdégistration Document).

Following the CLA agreement concluded in August 2@tween KLM and the pilot union VNV, Air France-
KLM and KLM reached an agreement on December 8626ith the VNV and the independent foundation for
KLM pilots created by the VNV. As of December 3017 within the framework of this agreement, the @ro
recorded a €27 million cost in "Other expensegiote 8. In 2016 these expenses amounted to €%dénraind
related to the years 2015 and 2016.

Under this agreement, and in consideration for Alsgust 2015 agreement, on December 12, 2016 KLM
financed the acquisition related to 2015 and 204 6hk foundation and at the market price of thréian of

Air France-KLM treasury shares, representing arolnqeér cent of Air France-KLM'’s share capital, goald a
cash amount of about €12 million to the foundagoabling the latter to acquire Air France-KLM shsair the
market. For 2017, the share based compensationdhdeen yet settled.

30. RETIREMENT BENEFITS

In € millions Retirement
benefits

Amount as of December 31, 2015 1,995
Of which: Non-current 1,995
New provision 126
Use of provision (68)
Fair value revaluation 178
Currency translation adjustment (22)
Reclassification 47)
Amount as of December 31, 2016 2,119
Of which: Non-current 2,119
New provision 331
Use of provision (248)
Fair value revaluation 12
Currency translation adjustment (12)
Amount as of December 31, 2017 2,202
Of which: Non-current 2,202

Pension costs are recorded in the line “salariegstioexcept for plans amendments and curtailmesitts a
significant impact, which are recorded under ‘Othen-current income and expense”.

In addition curtailments of pension plans due &irtesturing are recorded under ‘Other non-curreabine and
expense”.

The plan amendments, curtailments and settlemer28%i6 and 2017 are presented in note 30.3.
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30.1 Characteristics of the main defined benefit pins

The Group has a large number of retirement andr ddrg-term benefit plans for its employees, selvefa
which are defined benefit plans. The specific ctiméstics (benefit formulas, funding policies atypes of
assets held) of the plans vary according to thelatigns and laws in the particular countries inickihthe
employees are located.

Pension plan related to KLM ground staff — The Netlerlands

The pension plan related for the ground staff ef k.M entity is a defined benefit plan based onrage salary
with reversion to the spouse on the beneficiargatld. The age of retirement defined in the plareased from
67 years to 68 years as per January 1, 2018.

The Board of the pension fund is composed of mesmappointed by the employer and employees. Thed8sar
fully responsible for the execution of the plan. Mlcan only control the financing agreement betwié&m
and the pension fund.

To satisfy the requirements of Dutch regulationd #re rules set between the employer and the Bofatlde
pension fund, the plan imposes a mandatory funilingl of approximately 125 per cent of the projddieng-
term obligation. The projection of these commitnseig calculated according to local funding ruleke T
mandatory funding ratio is based on the new Firdndssessment Framework (nFTK) in force from as of
January 1, 2015. One impact of the nFTK is a resuémt for higher minimum solvency levels. On thieeot
hand pension funds have more time to recover fromediate and material shortages through a rollhgehar
recovery plan that also includes projected futetam on investment.

Based on the criteria under Dutch Pension Law,eashyg the Dutch Central Bank, the funding ratiotioé
Ground Staff pension fund is 115.3 per cent asexdbnber 31, 2017 versus 103.4 per cent as of Dexredih
2016.

If the coverage ratio is under the funding ratidaded above, the pension fund is required to imget a
recovery plan that aims for compliance with the p25 cent threshold within 10 years and includegegted
future returns on investment. As a consequencexisting recovery plan for the Ground Staff plarswg@dated
as of April 1, 2017. If the threshold cannot belireal within 10 years, additional contributions g@ayable by
the company and the employee. The amount of reguidradditional employer contributions is not liecit Any
additional employee contributions are limited tpe2 cent of the pensionable contribution basis.

A reduction in contributions is possible if the pem indexation is fully funded. Besides Dutch Remd.aw,
this reduction is not limited and can be perforre@tier by a reimbursement in contributions, or @uotion in
future contributions. Since 2015, the new Dutcledisrules have foreseen a maximum pensionableysafar
EUR 100,000 (increased to EUR 105,075 as per Jardi@018) and a lower future accrual rate for pmrs

The return on plan assets, the discount rate usedltie the obligations and the longevity and ottaréstics of
the active population are the main factors impactooth the coverage ratio and the level of the lergu
contribution for future pension accrual. The regalantributions are limited to 22 per cent of tlegion base.

The funds, fully dedicated to the KLM Group comgmiare mainly invested in bonds, equities andesiate.
The management of most of the assets is outsotwaeg@rivate institution, under a service contract.

The required funding of this pension plan alsoudels a buffer against the following risks: intenede risks,
equity risks, currency risks, credit risks, actahnisks and real estate risks. For example, taigedthe
sensitivity to a decline in interest rates, a samtal part of the sensitivity to an interest rateock on all
maturities is covered by an interest hedge.

Pension plan related to KLM flight deck crew — TheNetherlands
In December 2017, KLM and the KLM Cockpit Crew umiagreed to modify the pension plan for the KLM

Cockpit Crew in the Netherlands. This modified pensplan qualifies as a collective defined conttiba
scheme and led to the derecognition of the KLM @ickrew pension asset.
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The pension asset, based on actuarial assumptotie alate of the plan’s transformation (Decemlagr2D17),
amounted to €1,399 million. In addition, KLM agreédl a dowry payment of € 194 million. The total
derecognition amounting to € 1,593 million has besorded under “Other non-current income and esg&h
as described in note 11.

Pension plan related to Cabin Crew — The Netherlarsl

In August 2017, KLM and the KLM Cabin Crew unionragd to modify the pension plan for the KLM Cabin
Crew in the Netherlands. This modified pension glaalifies as a collective defined contribution escie and
led to the derecognition of the KLM Cabin Crew gensasset.

The pension asset, based on actuarial assumpbtane date of the plan’s transformation (Augus2@17),
amounted to €311 million. The derecognition hastreeorded under “Other non-current income and esg&’
as described in note 11.

Air France pension plan (CRAF) — France

The employees covered by this plan are the Air é&gaground staff affiliated to the CRAF until Deceanli31,
1992.

The participants receive, or will receive on retient, an additional pension paid monthly or a ltsam on the
based on the monthly annuity and definitively cilted based on the data known as of December 3P, 48d
expressed in the form of points. The value of epomt is reevaluated every year based on the waight
increases seen in the CNAV and ARRCO schemes bedast twelve months.

Until 2009, the CRAF had the legal form of a supmdatary pension institution (pursuant to the “S&éur
Sociale” Code). With this status, the CRAF was oesfble, on behalf of the Air France ground stafipboyed

in France, for managing the pension plan resufiiag the merging of the Air France ground staffrplaith the
mandatory pension plan for the private sector.

Following the 2003 law on pension reform foresedhwydisappearance of supplementary pension itistisias

of December 31, 2009, the CRAF's Board of Directoped to transform it into an institution managing
supplementary pensions. The CRAF is now responfibléne administrative functions linked to thermla

The pension rights were not amended by this refolin. France is directly responsible for the pension
obligations.

As of December 31, 2009, all the funds managedh®yORAF had been transferred to two insurance coiepa
On December 31, 2012, one of the insurance costveas terminated and its funds were transferredether,
which thus became the only insurer. This guaranéeeapital of 17 per cent equal to the amount gitah
invested in units of account in its collective futltis percentage being automatically set to irsgeaver time.

The annual payments made by Air France to the ama@ company are governed by the agreement sigitied w
the employee representative bodies on Decembel@@9. The minimum annual payment defined by this
agreement amounts to €32.5 million as long asdlifeuity guaranteed by insurers doesn’t reach 8% qetr of
the benefits payments for this plan without futtegaluations. If the value of the funds falls belb@vper cent
of the total obligations calculated for funding poses, Air France is required to make an additipagment to
achieve a minimum 50 per cent coverage rate.

The funds are invested in bonds, equities and génassets of the insurance company. Studies of
assets/liabilities allocation are carried out ragyl to verify the relevance of the investmenatggy.

Air France end of service benefit plan (ICS) - Frane

Pursuant to French regulations and the companyeamgets, every employee receives an end of service
indemnity on retirement.

In France, this indemnity depends on the numbsreafs of service, the professional category ofetmployee
(flight deck crew, cabin crew, ground staff, ageathnician and executive) and, in some casedhy@ade of the
employee at retirement.

On retirement, employees consequently receive droéservice indemnity based on their final sakgger the

last twelve-months and on their seniority. The imdéy is only payable to employees on their retieatdate.

There is no mandatory minimum funding requiremeott this scheme. Air France has nevertheless signed
contracts with three insurance companies to pamtyfinance the plan. Air France has sole respditgilior
payment of the indemnities, but remains free toer@édyments to these insurance companies.

The relevant outsourced funds are invested in bandsequities.

As of December 31, 2017, the KLM ground staff pensplan and the two French plans presented above
represented a respective 71 per cent and 19 peotéme Group's pension liabilities and 88 pert@amd 6 per
cent of the Group's pension assets.
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30.2 Description of the actuarial assumptions andelated sensitivities

Actuarial valuations of the Group’s benefit obligat were made as of December 31, 2017 and Dece&iher

2016. These calculations include:

» assumptions on staff turnover and life expectarich®beneficiaries of the plan;

e assumptions on salary and pension increases;

e assumptions on retirement ages varying from 53Btgeiirs depending on the localization and the eapiplé
laws;

* inflation rates determined with reference to thigation swaps applied to the Group’s cash-flows baded
on the duration of the schemes:

As of December 31 2017 2016
Euro zone — Duration 10 to 15 years 1.65% 1.50%
Euro zone — Duration 15 years and more 1.80% 1.75%

» Discount rates used to determine the actuariabpteslue of the projected benefit obligations.

The discount rates for the different geographicaha are thus determined based on the duratioadabf e
plan, taking into account the average trend inr@gerates on high quality bonds, observed on thgnm
available indices. In some countries, where theketairegarding this type of bond is not sufficienthpad,
the discount rate is determined with referencecieghment bonds. Most of the Group’s benefit ohiares
are located in the Euro zone, where the discouesnased are as follows:

As of December 31 2017 2016
Euro zone - Duration 10 to 15 years 1.25% 1.50%
Euro zone - Duration 15 years and more 1.90% 1.90%

The duration of between 10 and 15 years mainly earcthe plans located in France while the duratioh5
years and beyond mainly concerns the KLM grounfi ptan located in The Netherlands.

» Discount rates used to determine the actuariakpteglue of the service cost.
Since January 1, 2016, by using adequate flowsGtioeip has refined its calculations on the discoate
used for the service-cost calculation. In the Exope, this implies using a discount rate for th&ise-cost
calculation upper of 15bp with regard to the onedui®r the discount of the obligation.

* On an average basis, the main assumptions usedu® the liabilities are summarized below:

The rate of salary increase (excluding inflatian)Li20 per cent for the Group as of December 317 2@ainst
1.18 per cent as of December 31, 2016.

The rate of pension increase (excluding inflatien}.06 per cent for the Group as of December 817 Zagainst
1.14 per cent as of December 31, 2016.

» The sensitivity of the pension obligations to ardein assumptions, based on actuarial calculgtisras
follows:

Sensitivity to changes in the inflation rate

Sensitivity of the Sensitivity of the
In € millions assumptions for the year assumptions for the year
ended December 31, 2017 ended December 31, 2016

25 bp increase in the inflation rate 250 252
25 bp decrease in the inflation rate (238) (233)
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Sensitivity to changes in the discount rate

Sensitivity of the Sensitivity of the
In € millions assumptions for the year assumptions for the year
ended December 31, 2017 ended December 31, 2016

100 bp increase in the discount rate (2,793) (3,526)
100 bp decrease in the discount rate 2,356 4,677

Sensitivity to changes in salary increase (excludininflation)

Sensitivity of the Sensitivity of the
In € millions assumptions for the year assumptions for the year
ended December 31, 2017 ended December 31, 2016

25 bp increase in the salary increase rate 73 114
25 bp decrease in the salary increase rate (66) (99)

Sensitivity to changes in pension increase

Sensitivity of the Sensitivity of the
In € millions assumptions for the year assumptions for the year
ended December 31, 2017 ended December 31, 2016

25 bp increase in the pension increase rate 451 934
25 bp decrease in the pension increase rate (352) (739)

30.3 Evolution of commitments

The following table details the reconciliation beem the benefits obligation and plan assets ofGitwaip and
the amounts recorded in the financial statementghfe years ended December 31, 2017 and December 31
2017.
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In € millions As of December 31, 2017 As of December 31, 2016
Netherlands France Others Netherlands France Others
Benefit obligation at beginning of year 17,994 2,21 950 16,220 2,226 892
Service cost 123 67 24 128 64 12
Interest cost 309 31 25 377 38 29
Employees’ contribution 162 - L 100 - -
Plan amendments and curtailment (5) 6 2) 38 (48) -
Change in consolidation scope - - - - (45) (6)
Settlements (mainly transformation of Cockpit and
. ’ (9,875) - - - - -
Cabin pension plans)
Benefits paid (390) (115) (41), (406) (96) (44)
Actuarial loss / (gain) demographic assumptions - (36) (11) 8 4 2
Actuarial loss / (gain) financial assumptions 163 105 9 1,513 65 186
Actuarial loss / (gain) experience gap (135) 7 (27 16 3 27)
Change in currency exchange rates - 1 (39) - - (94)
Benefit obligation at end of year 8,346 2,277 880 7294 2,211 950
Including benefit obligation resulting from schemes 8.151 2199 784 17,797 2142 846
totally or partly funded
Including unfunded benefit obligation 195 78 Jo1 197 69 104
Fair value of plan assets at beginning of year 1269 657 582 17,806 712 598
Actual return on plan assets 1,155 23 37 1,577 16 78
Employers’ contributions 247 39 17 170 28 16
Employees’ contributions 162 - 1 100 - -
Change in consolidation scope - - - - (@) -
Settlements (mainly transformation of Cockpit and (11,779) ) o) ) _ )
Cabin pension plans)
Benefits paid (376) (68) (29), (394) (92) (37)
Change in currency exchange rates 1) 1) (24), - - (73)
Fair value of plan assets at end of year 8,667 650 583 19,259 657 582
Amounts recorded in the balance sheet(*) :
Pension asset 590 - - 1,462 - -
Provision for retirement benefits (269) (1,627) (306 (197) (1,554) (368)
Net amount recognized 321 (1,627) (306 1,265 (1,554) (368)
Net periodic cost:
Service cost 123 67 24 128 64 12
Interest cost 27) 22 9 (41) 26 8
Plan amendments, curtailment and settlement 1,899 (1) 38 (48) -
Actuarial losses/ (gain) recognized in income
?3) 1 - 3 - -
statement
Net periodic cost 1,992 96 32 128 42 20

(*) All the obligations are recorded as non-curritilities, except for the pension plans for whibe balance is a net asset fully recorded

as a non-current asset.
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Amendments, curtailment and settlement of pensionlgns
* As of December 31, 2017

After the amendments to the KLM Cockpit Crew pensplan relating to the reversion, the accrual rate
been decreased from 1.28% to 1.11% as per Jul§lT, Z'he impact of this change is a €15 millionfipro

The KLM Cabin Crew and Cockpit Crew pension plamevehanged to collective defined contribution sceem
as of August 1, 2017 and December 15, 2017. Thas@gh led to the derecognition of the pension asgetbe
two plans. This charge amounted to € 1,904 miliad has been recorded under “Other non currentriaand
expenses” (see note 11).

* As of December 31, 2016

As of December 31, 2016, a curtailment of the pempian at Air France and its regional subsidiawas made,
amounting to a €46 million gain, within the framewaof the voluntary departure plan.

As of December 31, 2016, a plan amendment amoutdi€88 million had been recorded concerning thé/KL
pension schemes for ground staff and cabin crews Pptan amendment corresponded to additional pansio

benefits linked to an increase in the employeelstrimution offset by an increase in their salaria8.these
operations were cash neutral.

Change in consolidation scope

As of December 31, 2016, the change in consolidaticope represents the removal of commitments and
hedging assets concerning Servair pension plan.

30.4 Asset allocation

The weighted average allocation of the funds ireet st the Group’s pension and other long-term Lepéfns
is as follows:

Funds invested as of December 31, Funds invested as of December 31,
2017 2016
France The Netherlands France The Netherlands

Equities 33% 40% 35% 38%
Bonds 47% 47% 46% 50%

Real estate - 9% - 12%
Others 20% 4% 19% -

Total 100% 100% 100% 100%

The equity portion is mainly invested in active kets in Europe, the United States and the emergpngtries.
The bonds primarily comprise government bondsdratdeast BBB, and invested in Europe, the Un@tates
and the emerging countries. The real estate asetgainly located in Europe and the United States.

The Group’s pension assets do not include assetsp@x or used by the Group.

30.5 Expected cash flows and risks linked to the psion obligations

The expected cash flows relating to the definedebepension plans amount to € 136 million for tyear
ending December 31, 2018. The weighted averagdiduraf the obligation is 18 years.

The funding, capitalization and matching strate@igslemented by the Group are presented in notk 30.
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As indicated in this description, the fiscal rulEs accruing pensions and the new Financial Assessm
Framework, as part of the Dutch pension law, in Ne¢herlands changed as of January 1, 2015. Amatigst
this results in a requirement for higher minimuniveocy levels. For the Group, the risk could bet,thathe
event of a long term shortage of KLM ground stéfised on existing or future financing agreementdylK
could be required to make additional cash paym@uatial funding ratios are presented in note 3@ .the
other hand, as from 2015, pension funds now have itime to recover from immediate and material &g®s
through a rolling ten-year recovery plan. Nevertks| in the event of unconditional indexation afidao

coverage under the funding ratio, no extensioineg is given to reach the required funding ratio.

For 2017, this additional payment risk concernihg pension plan related to ground staff is mitidatg the
solvency levels and the rolling 10 year recovegnphoted since December 31, 2017.

31. OTHER PROVISIONS

Maintenance
In € millions restitaur:i(:m of Restructuring  Litigation ~ Others Total
aircraft

Amount as of December 31, 2015 1,270 310 474 201 2,255
Of which: Non-current 895 464 154 1,513

Current 375 310 10 47 742
New provision 368 173 24 151 716
Use of provision (256) (238) (8) (151) (653)
Reversal of unnecessary provisions (32) (13) (53) 1) (99)
Currency translation adjustment 18 (1) - 1 18
Change in scope - - (5) 2 @)
Accretion impact 55 - - 5 60
Reclassification (34) 46 - 25 37
Amount as of December 31, 2016 1,389 277 432 229 2,327
Of which: Non-current 1,073 424 176 1,673

Current 316 277 8 53 654
New provision 388 19 79 80 566
Use of provision (250) (133) (74) (93) (550)
Reversal of unnecessary provisions (6) (2 (30) (2) (40)
Currency translation adjustment (144) - - 1) (145)
Accretion impact 53 - - 2 55
Reclassification (16) (2 - 3 (15)
Amount as of December 31, 2017 1,414 159 407 218 2,198
Of which: Non-current 1,139 384 187 1,710

Current 275 159 23 31 488

The movements in restructuring provision with angigant impact on the income statement are chartged
“Other non-current income and expenses” (see nbte 1

The movements in maintenance and restitution pianésrelating to operational leased aircraft witsignificant
impact on the income statement are charged to “Aation, depreciation and provisions”. Only théeef of

accretion is recognized in “Other financial incoara expenses” (see note 12).

The discount rate used to calculate these maintenand restitution provisions relating to operagioleased
aircraft, based on a short term risk-free incredsgd spread on risky debt (used for companies Wigh
financial leverage), is 4.6 per cent as of Decen3fie2017 versus 5.2 per cent as of December 38.20
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The Group is exposed to the risk of variation ie thiscount rate mentioned above. A 25 basis panation
(increase or decrease) in this discount rate whialde an impact of €6 million on the line “Amortiiat,
depreciation and provisions” on the income statdmen

The movements in provisions for litigation and othisks and charges with an impact on the incoratestent
are charged to the lines of the income statemen¢gponding to the nature of the expenses.

31.1 Provisions

31.1.1 Restructuring provisions

As of December 31, 2017 and 2016, restructuringipians mainly concern the voluntary departure plahAir
France and its regional subsidiaries and KLM.

31.1.2 Litigation

An assessment of litigation risks with third pastibas been carried out with the Group’s attorneyd a
provisions have been recorded whenever circumssaecgiire.

Provisions for litigation with third parties alsnclude provisions for tax risks. Such provisions set up when
the Group considers that the tax authorities, secaf a tax audit, could reasonably challenge aptssition
adopted by the Group or one of its subsidiaries.

In the normal course of its activities, the Air Rea-KLM Group, its subsidiaries Air France and Klavid their
subsidiaries are involved in litigation cases, sahehich may be significant.

31.1.3 Litigation concerning anti-trust laws in theair-freight industry

Air France, KLM and Matrtinair, a wholly-owned suthsiry of KLM since January 1, 2009, have been ined|
since February 2006, with up to twenty-five othielirees in investigations initiated by the antitt@ithorities in
several countries, with respect to allegations mi-eompetitive agreements or concerted actionsha air
freight industry.

As of December 31, 2017, most of these investigatibave been terminated following the entry inteapl
agreements between Air France, KLM and Martinail #re appropriate competition authorities providing
the payment of settlement amounts or fines, with ékception of the proceedings initiated by theoRaan
Commission, and by the Swiss antitrust authorityiclv are still pending.

In Europe, the decision of the European CommissioB010 against eleven air cargo carriers, inclgdime
companies of the Group, Air France, KLM and Maiitinavas annulled by the General Court of the Euaope
Union on 16 December 2015. On 17 March 2017, theofilgan Commission issued a new decision against
eleven air cargo carriers, including Air France,NKland Martinair. The total amount of fines imposadthe

Air France-KLM Group is €325 million. This amouradbeen reduced by €15 million as compared tonitieli
decision owing to a lower fine for Martinair due technical reasons. On 29 and 30 May 2017 the Group
companies filed an appeal against this decisioorbehe General Court of the European Union. Theu@has
maintained a provisionoveaingthese fines.

In Switzerland, Air France and KLM are challengmglecision imposing a €3 million fine before thievant
court. The Group has provisioned the totality a$ fine.

As of December 31, 2017, the total amount of pionis in connection with the anti-trust cases amatm€328
million.

31.1.4 Other provisions
Other provisions relate principally to power-by-heur contracts (maintenance activity of the Group)

provisions for onerous leases, provisions for tbaipn of CO2 emissions not covered by the freecallion of
guotas and provisions for the dismantling of buiggi.
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31.2 Contingent liabilities

The Group is involved in several governmental,giadiand arbitration procedures for which in masstes
provisions have not been recorded in the finarat@tements in accordance with applicable accountileg.
Indeed, with respect to most cases the Group igreposition at this stage of these procedurgsvima
reliable estimate of the potential loss that wdagdncurred in connection with these disputes.

31.2.1 Litigations concerning anti-trust laws in tle air-freight industry

Following the initiation of various investigatiortsy the competition authorities in 2006 and the PBasn
Commission decision in 2010, several collective amdividual actions were brought by forwarders amd
freight shippers in the civil courts against AiaRce, KLM and Martinair, and the other airlinesainumber of
jurisdictions.

Under these civil lawsuits, shippers and freightviarders are claiming damages to compensate alleigber
prices due to the alleged competition law infringein

Air France, KLM and/or Martinair remain defendantsither as main defendants (in particular in The
Netherlands, Norway and South Korea or as thirdypeterveners brought in these cases by other main
defendants under “contribution proceedings” (inthé€for example). Where Air France, KLM and/or Mair

are the main defendants, they have also initiabedribution proceedings against other airlines.

Although significant amounts have been reportedh@ymedia, plaintiffs are mostly claiming for unsified
and/or insufficiently substantiated damages agalendants taken as a whole (and not individuahd the
EU decision to which the plaintiffs refer to islistiot definitive.

The Group companies and the other airlines invoivethese lawsuits continue to vigorously oppodesath
civil claims.

31.2.2 Litigations concerning anti-trust laws in tle passenger sector
Canada

A civil class action was reinitiated in 2013 byiolants in Ontario against seven airlines includiigFrance
and KLM. The plaintiffs allege that the defendaptsticipated in a conspiracy in the passengerrairsport
service from Canada on the cross-Atlantic routeswhich they are claiming damages. Air France Kb
strongly deny any participation in such a conspirac

31.2.3 Other litigations
Rio-Paris AF447 flight

Following to the crash in the South Atlantic Ocedirthe Rio-Paris AF447 flight, a number of legatiexs for
damages have been brought by heirs of the victintisd United States and Brazil and, more receintlizrance.
Damages to heirs of the victims are covered byltparty liability insurance subscribed by Air Franc

In 2011, Air France and Airbus were indicted asalemntities for unintentional manslaughter and éfare are
exposed to applicable fines under the French ceminde. Air France is challenging its implicationthis
criminal case.

US Department of Justice investigation related to United States Postal Service

In March 2016, the US Department of Justice (D@®rmed Air France and KLM of a civil inquiry reghng
contracts with the United States Postal ServicetHerinternational transportation of mail by air. September
2016, a Civil Information Demand from the DOJ hagf received seeking certain information relatmthese
contracts. The DOJ has indicated it is investigapotential violations of the False Claims Act. A&irance and
KLM are cooperating with the DOJ investigation.
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Except for the matters specified under the pardgrapl.l and 31.2, the Group is not aware of any
governmental, judicial and arbitration dispute oogeedings (including any proceedings of whichidseler is
aware, or that are pending or threatened agajtat could have a significant impact on the Gtsdimancial
position, earnings, assets, liabilities or profiify for a period covering at least the past tveemonths.

32. FINANCIAL DEBT

In € millions 2017 2016
As of December 31

Non-current financial debt

Perpetual subordinated loan stock in Yen 229 251
Perpetual subordinated loan stock in Swiss francs 315 349
OCEANE (convertible bonds) - 507
Bonds 1,128 1,646
Capital lease obligations 3,274 3,567
Other debt 1,118 1,111
Total 6,064 7,431

Current financial debt

Bonds 500 -
Capital lease obligations 649 696
Other debt 154 236
Accrued interest 75 89
Total 1,378 1,021

Change in financial debt

In € millions December New Non Reimburs Currency Other December
31 201€ financial monetary ment of translation 312017
debt changein financial adjustment
financial debt
lease

Perpetual subordinated

loan stock 600 - - - (56) - 544
OCEANE & Bonds 2,153 16 - - - (541) 1,628
Capital lease obligation 4,263 589 8 (712) (82) (144) 3,923
Other long-term debt 1,347 187 6 (332) (11) 75 1,272
Accrued interest 89 - - - - (14) 75
Total 8,452 792 14 (1,043) (149) (624) 7,442
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32.1 Perpetual subordinated bond

32.1.1 Perpetual subordinated loan in Japanese Yen

The perpetual subordinated loan in Japanese Yerewauted by KLM in 1999 for a total amount of JBY
billion, i.e. €229 million as of December 31, 20Uhtil 2019, this perpetual subordinated loan isjsct to the
payment of a coupon of 5.28 per cent on a notiohblSD 248 million.

The loan can be early redeemed at the Group’sediearas of August 28, 2019 or every ten-year titee.

This debt is subordinated to all other existing &rdre KLM debts.

32.1.2 Perpetual subordinated loan in Swiss francs

The perpetual subordinated debt in Swiss francsisgaged by KLM in two tranches, one in 1985 and one
1986 in a total original nominal amount of CHF 500llion. In 2015, this loan was subject to a pdrtia
redemption by mutual agreement amounting to CHRn#lon. Following the repurchases made by KLM, the
total outstanding amount is CHF 375 million, i.818 million as of December 31, 2017.

This bond is reimbursable on certain specific dagé¢sthe Group’s discretion, at a price situatetiben its
nominal value and 101.25% (as a function of thedbemd the anticipated reimbursement date).

This bond is subject to the payment of a couponmeekto be fixed rate (5.75% on CHF 270 million afd
0.75% on an amount of CHF 105 million).

This debt is subordinated to all other existing &rtdre KLM debts.

32.2 OCEANE

32.2.1. OCEANE issued in 2005

On April 1,2016, the Group redeemed the OCEANE issued in 200&.relating swap expired on this same
date.

32.2.2 OCEANE issued in 2013

On March 28, 2013, Air France-KLM issued 53,398,0%8ds convertible and/or exchangeable for new or
existing Air France-KLM shares (OCEANE) with a méttyidate fixed at February 15, 2023 for a totamiaal
amount of €550 million. Each bond has a nominalealf €10.30. The annual coupon amounts to 2.08qu&r

On October 16, 2017, Air France-KLM informed thddess of the OCEANESs of its decision to exercise it
early redemption option on November 15, 2017, speet of all the outstanding OCEANESs. Air FranceMKL
was entitled to this option right, provided therghprice would exceed 130 percent of the nomimabunting to
€13.39.

Following the exercise by Air France-KLM of thisrBaredemption option, nearly all the holders of EXNES
have exercised their right to convert their OCEANs shares.

Exercise notices for 53,359,937 OCEANEs have bemeived, representing 99.96% of the outstanding
OCEANEs as of October 16, 2017, giving right to teivery of 53,359,937 ordinary shares with a naahi
value of EUR 1,00 each.

53,359,937 new shares have been delivered to tliersoof OCEANEs having exercised their conversion
rights, and have been admitted to trading on tigelle¢ed market of Euronext Paris between Octobera@d
November 17, 2017.

A total amount of approximately €249,000 has beaid in cash on November 15, 2017 to the holderthef
23,768 OCEANESs which have not exercised their csioa right.
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Following this conversion, the share capital of Biance-KLM is increased by an amount of €53,35B,83d
will amount to €428,634,035 comprising 428,634,08%inary shares with a nominal value of €1.00 each.

Upon issue of this convertible debt, Air France-Klgkcorded a debt of €443 million, correspondinghe
present value of future payments of interest anchinal discounted at the rate of a similar bond witha
conversion option. As of December 31, 2017, no OREAs any longer recorded on the balance sheet.

32.3 Bonds
Bond Issuing date Amount Maturity Reimbursem Coupon
issued (in date ent date
millions)
Bond issued in 2012 14 Dec. 2012 €500 18 Jan. 2018 - 6.25%
Bond issued in 2014 4 June 2014 €600 18 June 2021 - 3.875%
€ Bond issued in 2016 5 Oct. 2016 €400 50ct. 2022 - 3.75%
$ Bond issued in 2016 12 Dec. 2016 $ 145 15 Dec. 2026 - 4.35%

Oissuance bonds with Asian institutional investoysaay of unlisted private placement

32.4 Capital lease commitments

The breakdown of total future minimum lease paymmealkated to capital leases is as follows:
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In € millions 2017 2016
As of December 31
Aircraft
Future minimum lease payments — due dates
Y+1 629 682
Y+2 629 619
Y+3 489 622
Y+4 492 477
Y+5 290 478
Over 5 years 1,296 1,286
Total 3,825 4,164
Including: - Principal 3,644 3,937
- Interest 181 227
Buildings
Future minimum lease payments — due dates
Y+1 61 58
Y+2 38 61
Y+3 39 38
Y+4 39 39
Y+5 40 39
Over 5 years 158 197
Total 375 432
Including: - Principal 274 320
- Interest 101 112
Other property, plant and equipment
Future minimum lease payments — due dates
Y+1 1 1
Y+2 1 1
Y+3 1 1
Y+4 1 1
Y+5 1 1
Over 5 years - 2
Total 5 7
Including: - Principal 5 6
- Interest - 1

The lease expenses over the period do not incloaiéngent leases. Deposits made on purchase ogiens

presented in note 23.
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32.5 Other debt

Other debt breaks down as follows:

In € millions 2017 2016
As of December 31

Reservation of ownership clause and mortgage debt 768 963
Other debt 504 384
Total 1,272 1,347

Mortgage debt is a debt secured by a mortgage @iramft. The mortgage is filed at the nationailcviation
authority (the DGAC in France) in order to be padlyliavailable to third parties. A mortgage grardstte
mortgagee a right to enforce the security (by oafea judge), the sale of the asset and a priaté@ym on the
sale proceeds in line with the amount of the Ithe,balance reverting to the other creditors.

Other debt mainly corresponds to bank borrowingaldo includes €22million related to debt issuexpenses
on financial debt.

32.6 Maturity analysis

The financial debt maturities break down as follows

In € millions 2017 2016
As of December 31
Maturities in
Y+1 1,543 1,227
Y+2 866 1,577
Y+3 900 1,495
Y+4 1,519 855
Y+5 940 1,420
Over 5 years 2,428 2,915
Total 8,196 9,489
Including: - Principal 7,442 8,452
- Interest 754 1,037

As of December 31, 2017, the expected financiaiscasiount to €173 million for the 2018 financiabhye€388
million for the 2019 to 2022 financial years, ark®8 million thereafter.

As of December 31, 2017, it has been consideret ttie perpetual subordinated loan stocks would be
reimbursed according to their most probable magsrit
- probable exercise date of the issuer call for gmpgtual subordinated loans;

Repayable bonds issued in 2012, 2014 and 2016&wittimbursed on their contractual maturity dage (sotes
32.3).
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32.7 Currency analysis

The breakdown of financial debt by currency aftepact of derivative instruments is as follows:

In € millions 2017 2016
As of December 31

Euro 5,570 6,211
US Dollar 775 1,015
Swiss franc 329 359
Yen 768 867
Total 7,442 8,452

32.8 Credit lines

As of December 31, 2017, the Group holds undraveditiines amounting to €1,735 million. The two mai
undrawn credit lines amount, respectively, to €Q,h@llion for the holding Air France-KLM and Air Bnce
and €575 million for KLM.

On November 6, 2017, Air France-KLM and Air Frarsigned with 18 international banks the early reriesfia
their 1.1 billion euro joint syndicated revolvingedit facility executed in April 2015, of which tHist tranche
was due to mature in April 2018. The new crediilifigcis composed of two tranches of €550 millioach, the
first for an initial period of three years (with @wone-year extension options) and the second fluration of
five years.

This credit facility is subject to financial covema calculated based on the Air France-KLM Group’'s
consolidated financial accounts. These financigkoants were respected as of December 31, 2017.

On July 2, 2015, KLM signed a €575 million revolgioredit facility with 10 international banks, fiiEdng the

early refinancing of its credit facility which hdmten due to mature in July 2016. This new creditifa has a
duration of five years.

The financial covenant ratios are calculated basethe KLM Group’s consolidated financial statensesutd are
respected as of December 31, 2017.
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33. NET DEBT

In € millions Note 2017 2016
As of December 31

Current and non-current financial debt 32 7,442 8,452
Financial lease deposits (others) 23 (342) (336)
Currency hedge on financial debt 26 and 34 19 (49)
Accrued interest 32 (76) (89)
Gross financial debt (1) 7,043 7,978
Cash and cash equivalents 27 4,673 3,938
Marketable securities 23 73 53
Cash securefd 269 50
Financial lease deposit (bonds) 23 379 298
Other 2) (12)
Bank overdrafts 27 (6) (5)
Net cash (Il) 5,386 4,323
Net debt (I-11) 1,657 3,655
(*) Cash secured 23 269 50
In € millions Note 2017 2016
As of December 31

Opening net debt 3,655 4,307
Operating free cash, cash flow excluding discomtthactivities (696) (347)
Operating free cash, cash flow of discontinuedvais - (33)
Disposal of subsidiaries, of shares in non-corgrbéntities 11 and 14 (8) (364)
Acquisition of subsidiaries, of shares in non-cold entities 40.2 9 18

Non monetary variation of the debt 40.4 - (64)
Currency translation adjustment (81) 73

Capital increase (747) -

Amortization of OCEANE optional part 16 21
Reclassification (525) 2

Change in scope - (29)
Other 34 61
Closing net debt 1,657 3,655

As at December 31, 2017, the line “Reclassificdtieiates to the early redemption of the OCEANE &mel
conversion of the securities in shares. Both tretitsas are presented in note 28.
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34. OTHER LIABILITIES

In € millions 2017 2016

As of December 31 Current Non-current Current  Non-current
Tax liabilities 809 - 828 -
Employee-related liabilities 1,233 - 1,000 -
Non current assets’ payables 79 - 111 -
Derivative instruments 174 228 109 129
Deferred income 398 2p 288 27
Other 407 111 439 128
Total 3,100 361 2,775 284

As of December 31, 2017, the non-current derivativeed to cover the debts in foreign currenciesuamto
€34 million versus €26 million as of December 301@.

As of December 31, 2017 and 2016, there were nrecuderivative instruments used to cover the debts
foreign currencies.

35. FINANCIAL INSTRUMENTS

35.1 Risk management

*  Market risk management

The aim of the Air France —KLM Group’s risk managamstrategy is to reduce its exposure to thess.ris
Market risk coordination and management is the aesibility of the Risk Management Committee (RMC)
which is composed of the Chief Financial Officed&enior Vice President Financial Operations of A@nce-
KLM and the Chief Financial Officers of Air Franead of KLM.

The RMC meets each quarter to review Group remprtihthe risks relating to the fuel price, the pipal
currency exchange rates and counterparties. Dtigge meetings, it decides on the hedging to b&emmgnted:
targets for hedging ratios, the time periods fer tbspect of these targets and the types of hedlggtrgiment to
be prioritized. The decisions taken by the RMCfarenalized then implemented by the Treasury Managera
within each company. In compliance with the procedigoverning the delegation of powers.

Each company centralizes the management of theanasks of its subsidiaries.

Regular meetings are organized between the Treddanagement departments of the two companies on the
hedging instruments used, strategies planned antemparties.

In order to implement the strategy most appropriateach circumstance, any type of instrument maysed
provided it qualifies as hedging within IFRS. Anyception to this rule must be approved by the Risk
Management Committee. As a general rule, no tradirgpeculation is allowed.

The treasury management departments of each compeowate information on the level of cash andhcas
equivalents to their respective General Managemenhte level of the Group’s consolidated cash is
communicated every week and the end on the morttiet&roup’s General Management.

Every month, a detailed report including, amongdkebinformation, the interest rate and currencsitns, the
portfolio of hedging instruments, a summary of isiveents and financing by currency and the monigpoh
risk by counterparty is send to the General Manages

The hedging strategy on fuel and emission permitseinceforth fully under the responsibility of theeasury
departments. The General Managements receive alywiesk report, mainly covering the transactionsrieal
out during the week, the valuation of the positjotie percentages hedged as well as the breakdbwre o
instruments and underlying used, the average héxgds and the resulting net prices. All this datwvers
rolling 24 months. Furthermore, a weekly Air Fran&&M Group report (known as the Fuel Hedge report)
consolidates the figures from the two companieatired to fuel hedging and carries out a budget tgpda
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e Currency risk

Most of the Air France — KLM Group’s revenues aengrated in euros. However, because of its intiemealt
activities, the Group incurs a foreign exchangk. rithe management of the currency risk for the islidoses of
the two companies is centralized by each compahg. frincipal exposure relates to the US dollarnc&i
expenditure on items such as fuel and componeriseels the amount of revenues in dollars, the Gioamet
buyer of US dollar. As the result, any significaupreciation in the dollar against the euro coelsult in a
negative impact on the Group’s activity and finahcesults.

Inversely Air France — KLM Group is a net sellerather currencies, the level of revenues in thesesncies
exceeding its expenditure. This exposure is fas Igignificant than with the US dollar. As a resualthy
significant decline in these currencies againstetim would have a negative effect on the Groujpiarifcial
results.

The management of the Group’s exchange rate riskrised out on the basis of the forecast net expgofor
each currency. Currencies which are highly coreelato the US dollar are aggregated with the USadoll
exposure.

For each currency hedged, the time span of theihgdg a rolling 24-month period, the first four ajters
having more hedging than the following four. The ®Mets the hedging targets for the dollar, sterding the
yen.

Aircraft are purchased in US dollars, meaning thatGroup is exposed to an appreciation in theadodlative
to the euro in terms of its investment in flightgzment.

The hedging strategy provides for the implementatiba graduated level of hedging between the dmteaft
are ordered and their delivery.

The exchange rate risk on the Group’s financialt dedimited. At December 31, 2017, 80 per centtlué
Group’s debt, after taking into account derivatimstruments, was euro-denominated, thereby signiflg
reducing the risk of currency fluctuation on thebtdeThe exchange rate risk on debt denominatedthero
currencies mostly concerns the Yen (10%), the UBud{®%) and the Swiss franc (4%).

As of January ler 2018, the Group applies IFRS16hiat respect the aircraft operating lease mostly
denominated in USD, will be accounted for in thétdef the Group. The revaluation of these USD denated
debts will be neutralized from an accounting paihview since designated as hedging instrumenhefUSD
revenues of the Group. For both Transavia and Klylh@pper which have no USD revenues, specific imeglg
programs of these commitments to be recorded ihlthale been defined.

* Interest rate risk

A portion of the debt is contracted at floatingesatHowever, to limit its volatility Air France adlLM have

used option and swap strategies involving the dsdedvatives to convert a significant proportioh their

floating-rate debt into fixed rates; after swape tAir France-KLM Group’s debt contracted at fixeaterss

represents 70 per cent of the overall total. Therést rate on the Group’s gross debt after swagrsit 3.09 per
cent at December 31, 2017 versus 3.60 per ceneegrdber 31, 2016.

*  Fuel price risk

Risks linked to the jet fuel price are hedged witthie framework of a hedging strategy defined leyRMC for
the whole of the Air France-KLM Group.

The decision was made by the RMC to reinstate 2018 the volumes related to Freight activitieshimitthe
exposure the hedged.

The hedging strategy, approved by the Board ofdbors, sets the time span of the hedges at twe Yaaolling
24 months) and the target hedging ratio at 60 pat. d-urthermore, the hedging is based on the tisenple
futures or option-based instruments. These hedgsiguments must also be compatible with IAS 39

As the result of IFRS 9 application as of JanuargQ1l 8, the hedging policy will move to a hedgecbynponent
approach (Brent component of Jet Fuel volumes).
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Main characteristics of the hedge strategy
Hedge horizon:2 years

Minimum hedge percentage, to reach at the endeo€tinrent quarter:

- quarter underway: 60% of the volumes consumed,;

- quarter 1 to quarter 3: 60% of the volumes consymed

- quarter 4: 50% of the volumes consumed,;

- guarter 5: 40% of the volumes consumed,;

- guarter 6: 30% of the volumes consumed,;

- quarter 7: 20% of the volumes consumed,;

- guarter 8: 10% of the volumes consumed.

Increment of coverage ratio40% by quarter

The decision was made by the RMC to reinstate @&)b8 the volumes related to Freight activitieshimitthe
exposure to be hedged.

Underlyings:Brent, Gasoil and Jet Fuel

Instruments:
Swap, call, call spread, three ways, four wayscuoildr.

IAS 39 rule:
The instruments used within the framework of tliategy must be compliant with IAS 39.

Implementation of monitoring indicators on posison

To ensure more effective monitoring of the markedriarket positions and a dynamic management of its
exposure, the Group uses the VAR (value at riskyim®® help measure the risk incurred by its paitf This
monitoring is also reinforced by taking into accbtite maximum loss and maximum gain which limit Hoale

of variation of this same portfolio and enable &ppropriate reaction.

* Risks on carbon credit

To meet its regulatory obligations, the CO2 emissguota acquisition strategy has been monitored and
reviewed during every RMC meeting since October120ts implementation led to the progressive heggih

the future requirement through the use of forwamlstracts. So, all the needs of the year 2018 #sawe part

of the needs for the year 2019 are hedged.

Underlyings:EUA, EUAA and CER quotas.
InstrumentsForwards, delivery and payment during the quantecgding the compliance application date.
* Investment risks

The cash resources of Air France, KLM and Air FeKt.M are currently invested in short term, printari
deposits, money market mutual funds and certifcatainly rated A1/P1, the other lines being rat@dPR.
Lastly, in order to reduce the currency risk on debt, a portion of KLM’s liquid assets is investedhigh-
quality foreign-currency denominated bonds.

*  Equity risks

The Air France-KLM Group holds a limited numberdifares which are listed for trading. The valuehefse
investments may vary during their period of owngrsithese investments are accounted for using rettiee
equity method (associates) if the Group has thityabd exercise significant influence, or at thé&ir value. If
the fair value cannot be determined from a prakcpoat of view, the value of the investment is rg@d at its
acquisition cost.

On December 31, 2017, the Group still owns 4.95ionilshares. The value of these shares is completel
covered by a hedging transaction. This hedge tcdiesa(collar) enables the Group to protect theigadf these
shares. The Group has thus only limited exposutédaisk of a significant variation in the fairlua of these
shares. In November 2017 Air France-KLM rolled oséredging transaction in the form of a collar matyin
November 2018, to protect the value of the totalftthese shares.
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In December 2016, the Group sold 4.95 million skarethe Spanish company Amadeus IT Holding S.A.
(Amadeus), representing approximately 1.13 per oémtmadeus share capital by terminating the assedi
hedge on these shares. The net result from theasadeints to €133 million, for cash proceeds of €&0llion
(see note 11).

The treasury shares held by Air France-KLM arede@med to be investments. Furthermore, the treahames
are not deemed to be exposed to risk, since angtizar in the value of these shares is only recogphidirectly
in equity when they are sold in the market, withimpact on the net result.

» Counterparty risk management

The rules concerning the management of counterpakyare established by the RMC and applied by the
companies.

Except in the event of express dispensation fromCRbbunterparties must benefit from a minimum ioh
BBB+(S&P) with the exception of mutual funds whéhme risk is considered negligible. The maximum
commitments by counterparty are determined basetieoguality of their rating. The RMC also monittine
trend in the respective proportion each counteypagiresents of the overall hedging portfolio (fueelrrency
and interest rate) and investments. The positibh®th Air France and KLM, together with those loé tAir
France-KLM parent company, are taken into accautiié assessment of the overall exposure. A mongiplgrt
is established and circulated to the members oGireeral Management in the two companies. It is
supplemented by real time information in the evarany real risk of a rating downgrade for counteties.

The transactions involving potential counterpaiti are as follows:

- financial investments;
- derivative instruments;
- trade receivables.

o Counterparty risk linked to financial investmentsdaderivative instruments is managed by the Risk
Management Committee which establishes limits hynéerparty, for all instruments except investments
money market funds (OPCVM) for which the countetyaisk is deemed not to be significant. The Greup’
counterparty-risk reporting is circulated each rhawotthe executive managements, the risk being uneds
at the fair market value of the various instrumertsy exceeding of a limit immediately results imet
implementation of corrective measures.

0 The counterparty risk linked to derivative instrurteeis taken into account in the valuation of thearket
value as described in note 4.11. Derivative instmi® are governed by the ISDA and FBF compensation
master agreements. Within the framework of theseeagents, compensation (in the event of defaul§tmu
be made by counterparty for all the derivativesegoed by each type of agreement.

o Counterparty risk relating to trade receivablesnisted due to the large number and geographiocztrdity
of the customers comprising the trade receivabbeggio.

The Group has identified the following exposuredointerparty risk:

LT Rating (Standard ) .
Total exposure in € millions

& Poors)
As of December As of December
31, 2017 31, 2016
AA 247 208
A 2,076 1,712
BBB 130 77
Total 2,453 1,997

This presentation does not include money markeds@PCVM) and current accounts.
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» Liquidity risk

The liquidity risk relates to the credit lines hélgthe Group, as described in note 32.8.

35.2 Derivative instruments

As of December 31, 2017, the fair value of the Gisuwerivative instruments and their expected nikidsrare

as follows:
In € millions Total Y+1 Y+2 Y+3 Y+4 Y+5 >Y+5
Commodities Asset 504 412 92 - - - -
derivative instruments| jability (25) (24) (1) - - - -
Interest rate derivativeAsset 22 1 1 - 10 - 10
instruments Liability (45) 2) 4) (5) (11) @) (16)
Currency exchange Asset 153 65 15 15 16 28 14
derivative instrumentsy jability (332) (148) (81) (29) (26) (15) (33)
AMADEUS Asset 5 5 - - - - -
instrument Liability - - - - - - -
Carbon credit Asset 13 8 5 - - - -
derivative instrumentsy jability - - - - - - -
Total Asset 697 491 113 15 26 28 24
ota
Liability (402) (174) (86) (34) (37) (22) (49)

* see note 32.2.1

As of December 31, 2016, the fair value of the Gisulerivative instruments and their expected nikggrwere

as follows:
In € millions Total Y+1 Y+2 Y+3 Y+4 Y+5 > Y+5
Commodities Asset 276 209 67 - - - -
derivative instrumentsy jability (64) (63) (1) - - - -
Interest rate derivativeAsset 58 1 1 1 1 23 31
instruments Liability (65) 3) (6) (13) (6) (14) (23)
Currency exchange Asset 462 185 111 39 33 27 67
derivative instrumentsy jability 97) (32) (24) (4) (7 () (27)
Amadeus shares Asset - - - - - - -
derivative instrument Liability 9) 9) - - - - -
Carbon credit Asset 4 1 3 - - - -
derivative instruments|_jability ) 2) 1) - - - -
Total Asset 800 396 182 40 34 50 98

Liability (238) (109) (32) a7 (13) a7 (50)
* see note 32.2.1
35.2.1 Commodity risk linked to fuel prices
The Group’s commitments on Brent, Diesel and JEt&é presented below, at their nominal value:
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« As of December 31, 2017

In € millions Nominal Maturity Maturities between 1 and 5 years airWalue

below 1 year 1-2 years 2-3 years3-4 years 4-5 years+ 5 years

Commodity risk (cash flow hedging
operating flows)

Swap 1,118 900 218 - - - - 192
Options 2,611 1,753 858 - - - - 287
Total 3,729 2,653 1,076 - - - - 479

Further to the significant increase in the Bremtgover the period, the fair value is positive.
« As of December 31, 2016

In € millions Nominal Maturity Maturities between 1 and 5 years airvalue

below 1 year 1-2 years 2-3 years3-4 years 4-5 years+ 5 years

Commodity risk (cash flow hedging
operating flows)

Swap 706 521 185 - - - - 51
Options 2,625 1,862 763 - - - - 161
Total 3,331 2,383 948 - - - - 212

Fuel hedge sensitivity

The impact on “income before tax” and on “gainggles) taken to equity” of a variation in the fatue of the
fuel hedges following a +/- USD 10 variation in fhréce of a barrel of Brent is as follows:

In € millions 2017 2016
As of December 31 Increase of Decrease of |Increase of USD Decrease of
USD 10 per USD 10 per | 10 per barrel of ~ USD 10 per
barrel of Brent barrel of Brent Brent barrel of Brent
Income before tax (70) (53) (54) (46)
Gains / (losses) taken to equity 595 (444) 469 X377
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35.2.2 Exposure to interest rate risk

To manage the interest rate risk on its short amg-term borrowings, the Group uses instruments wie
following nominal values:

¢ As of December 31, 2017

In € millions Nominal Maturity Maturities between 1 and 5 years airvalue

below 1 year 1-2 years 2-3 years3-4 years 4-5 years+ 5 years

Oper_atlons qualified as cash flow 1115 101 73 39 190 78 634 32)

hedging

Interest rate swaps 965 101 73 39 190 78 484 (32)

Options 150 - - - - - 150 -

Operatlons qualified as fair value 379 ) ) ) 296 } 153 10

hedging

Interest rate swaps 379 - - - 226 - 153 10

Operations qualified as fair value ) ) ) ) } ) ) o

through profit and loss

Other - - - - - - - 1)

Total 1,494 101 73 39 416 78 787 (23)

« As of December 31, 2016

In € millions Nominal Maturity Maturities between 1 and 5 years airvalue
below 1 year 1-2 years 2-3 years3-4 years 4-5 years+ 5 years

Operations qualified as cash flow 1,395 275 158 89 52 187 634 (41)

hedging

Interest rate swaps 1,207 187 158 89 52 187 534 ) (43

Options 188 88 - - - - 100 2

Operations qualified as fair value

hedging 500 - - - - 295 205 44

Interest rate swaps 500 - - - - 295 205 44

Operations qualified as fair value

through profit and loss 281 ) . 81 . 200 ) (10)

Interest rate swaps 81 - - 81 - - - (6)

Options 200 - - - - 200 - 2)

Other - - - - - - - )]

Total 2,176 275 158 170 52 682 839 @)
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Taking into account the hedging operations, theu@exposure to interest rate risks breaks dowfolkmsvs:

In € millions 2017 2016

As of December 31 Before hedging After hedging Befhedging After hedging
Average Average Average Average
Base interest Base interest Base interest Base interest

rate rate rate rate

Fixed-rate financial assets and

liabilities
Fixed-rate financial assets 2,367 0.2% 2,367 0.2% 1,878 2.0% 1,878 2.0%
Fixed-rate financial liabilities 4,161 3.5% 4,707 3.59 4,762 40% 5,637 3.8%

Floating-rate financial assets and

liabilities

Floating-rate financial assets 2,571 0.2% 2,571 O.2°/§> 2,054 0.3% 2,054 0.3%
Floating-rate financial liabilities 3,317 1.5% 2,770 1.69 3,733 1.5% 2,858 1.7%
Without-rate financial assets 1,382 - 1,382 E 1,191 - 1,191 -
Without-rate financial liabilities 16 - 16 - 20 - 20 -

As of December 31, 2017 and December 31, 2016,owithate financial assets mainly include cash dmd t
revaluation of Amadeus shares at their fair value.

Interest rate sensitivity
The Group is exposed to the risk of interest ratgation. A 100 basis point variation (increasedecrease) in

interest rates would have an impact of €2 milliontiee financial income for the year ended Decer8ie2017
versus €8 million for the year ended December 8162
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35.2.3 Exposure to exchange rate risk

The nominal amounts of futures and options linkeéxchange rates are detailed below given the eatuthe

hedging operations:

¢ As of December 31, 2017

In € millions Nominal Maturity Maturities between 1 and 5 years airvalue
below 1 year 1-2 years 2-3 years3-4 years 4-5 years+ 5 years
Exchange risk (cash flow hedging of
operating flows) 3,188 2,130 937 - - - 121 (109)
Exchange rate options 1,627 1,057 570 - - - - (40)
Forward purchases 1,020 720 300 - - - - (59)
Forward sales 420 353 67 - - - - 15
Debt 121 - - - - - 121 (25)
Exchange risk (fair value hedging of 6,205 3,590 708 626 475 488 318 (70)
flight equipment acquisition
Exchange rate options 136 14 107 15 9
Forward purchases 5,689 3,511 678 557 405 314 224  111)(
Forward sales 380 79 30 69 56 67 79 32
Exchange risk (trading) 238 126 30 58 24 - - -
Forward purchases 119 63 15 29 12 - - 15
Forward sales 119 63 15 29 12 - - (15)
Total 9,631 5,846 1,675 684 499 488 439 179)
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« As of December 31, 2016

In € millions Nominal Maturity

Maturities between 1 and 5 years ai

below 1 year 1-2 years 2-3 years3-4 years 4-5 years+ 5 years

rivalue

Exchange risk (cash flow hedging of 2643 1,710 796 } } } 137 79
operating flows)
Exchange rate options 1,270 830 440 - - - - 33
Forward purchases 875 578 297 - - - - 41
Forward sales 361 302 59 - - - 12
Debt 137 - - 137 @
Exchange risk (fair value hedging of 3,891 1,263 725 426 450 331 696 287
flight equipment acquisition
Forward purchases 121 14 107 23
Forward sales 3,163 1,060 644 392 372 253 442 280
Forward sales 607 203 81 34 78 64 147 (16)
Exchange risk (trading) 400 128 144 34 66 28 - 1)
Forward purchases 200 64 72 17 33 14 - 44
Forward sales 200 64 72 17 33 14 - (45)
Total 6,934 3,101 1,665 460 516 359 833 365
Currency hedge sensitivity
The value in euros of the monetary assets anditiabiis presented below:
In € millions Monetary assets Monetary liabilities
As of December 31 2017 2016 2017 2016
US dollar 943 841 1,188 1,131
Pound sterling 44 37 37 33
Yen 18 13 770 952
Swiss francs 13 11 327 355
Autres 237 260 86 89

The amounts of monetary assets and liabilitieslaiedd above do not include the effect of the reatiadn of

assets and liabilities documented in fair valuegeed

The impact on “income before tax” and on “gaing¢les) taken to equity” of a 10 per cent appreciaiio

foreign currencies relative to the euro is presgbilow:

In € millions US dollar Pound Sterling Yen

As of December 31 2017 2016 2017 2016 2017 2016

Income before tax 62 (13) 17) 9) (82) (97)

Gains / (losses) taken to equity 129 171 (28) (30) (8) 9)
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The impact of the change in fair value of curredeyivatives on “income before tax” and on “gairssges)
taken to equity” of a 10 per cent depreciationarefgn currencies relative to the euro is presebetdw:

In € millions US dollar Pound Sterling Yen

As of December 31 2017 2016 2017 2016 2017 2016
Income before tax (108) (25) - 1 73 85
Gains / (losses) taken to equity (89) (92) 37 34 14 11

35.2.4 Carbon credit risk

As of December 31, 2017, the Group has hedgedtise purchases of CO2 quotas via forward purcfarse
nominal of €52 million with a fair value of €13 fidn, versus a nominal of €48 million with a nilifaalue as
of December 31, 2016.

These contracts mostly expire within three years.

35.3 Market value of financial instruments

Market values are estimated for most of the Grofip@ncial instruments using a variety of valuatimethods.
However, the methods and assumptions used to @raki information set out below are theoreticahdture.
They include the following inherent limitations:

* The estimated market values of financial instratseare estimated on the basis of the market @cef
December 31, 2017 and 2016,

* The estimated amounts as of December 31, 201728h6 are not indicative of gains and/or lossesplly
arising on maturity or in the event of cancellatasra financial instrument.

The application of alternative methods and asswmnptimay, therefore, have a significant impact oa th
estimated market values.

The methods used are as follows:

* Cash, trade receivables, other receivables, shemn bank facilities, trade payables and otheradags:
The Group considers that, due to their short-teatune, net book value can be deemed a reasonable
approximation of their market value.

* Marketable securities, investments and other s&es:
The market value of securities is determined basaihly on the market price or the prices availaiie
other similar securities. Securities classified emdssets available for sale are recorded at shedk
market value.
Where no market comparable exists, the Group usss book value, which is deemed a reasonable
approximation of their market value in this instanc

* Borrowings, other financial debts and loans:
The market value of fixed and floating-rate loand éinancial debts is determined based on discaunte
future cash flows at market interest rates foruraents with similar features.

* Derivative instruments:
The market value of derivative instruments corresisoto the amounts that would be payable or
receivable were the positions to be closed outf &@eoember 31, 2017 and 2016, calculated using the
year-end market rate.
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Only the financial assets and liabilities whose failues differs from their net book values arespreed in the
following table:

In € millions 2017 2016
Estimated Estimated
As of December 31 Net book value market value Net book value market value

Financial assets
Loans 459 479 357 361

Financial liabilities

Bonds 1,628 1,702 2,153 2,245
OCEANE 2013 - - 507 559
Bond 2012 500 502 500 530
Bond 2014 607 647 609 624
Bond € 2016 400 432 400 404
Bond $ 2016 121 121 137 128

Perpetual subordinated loans 544 251 600 289

Other borrowings and financial debt 1,955 1,808 1,976 2,032

35.4 Valuation methods for financial assets and I@lities at their fair value

The breakdown of the Group’s financial assets @iillities is as follows based on the three cléssifon levels
(see note 4.11):

In € millions Level 1 Level 2 Level 3 Total

As of December 31 2017 2014 2017 2016 2017 2014 2017 2016

Financial assets available for sale
Shares 400 243 - - - - 400 243

Assets at fair value through profit and los

)

Marketable securities and cash secured 15 17 327 86 - - 342 103

Cash equivalents 2,240 1,8851,793: 1,370 - - 4,033 3,205

Derivative instruments assets

Interest rate derivatives - - 22 58 - - 22 58
Currency exchange derivatives - - 153 462 - - 153 462
Commodity derivatives 504 276 - - 504 276
ETS derivatives - 13 4 - - 13 4
Others - - 5 - - - 5 -

Financial liabilities at fair value comprise therfaalue of interest rate, foreign exchange, comityodnd
Amadeus shares derivative instruments. These Vvahgaare classified as level 2.
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36. LEASE COMMITMENTS
36.1 Capital leases
The debt related to capital leases is presentadts32.4.

36.2 Operating leases

The minimum future payments on operating leasessfellows:

In € millions

Minimum lease payments
As of December 31

2017 2016
Flight equipment
Due dates
Y+1 1,010 1,246
Y+2 917 1,122
Y+3 731 951
Y+4 587 727
Y+5 421 584
Over 5 years 434 929
Total 4,100 5,559
Buildings
Due dates
Y+1 182 204
Y+2 135 134
Y+3 110 117
Y+4 94 97
Y+5 84 82
Over 5 years 506 689
Total 1,111 1,323

The commitments relating to operational leasedait@ere denominated in US dollars.

The Group may sub-lease flight equipment and bugsli The revenue generated by this activity is not
significant for the Group.
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37. FLIGHT EQUIPMENT ORDERS

Due dates for commitments to firm orders with awte the purchase of flight equipment are as foiow

In € millions 2017 2016
As of December 31

Y+1 966 1,053
Y+2 968 1,134
Y+3 950 1,151
Y+4 1,401 1,362
Y+5 812 1,337
> Year Y+5 1,245 2,065
Total 6,342 8,102

These commitments relate to amounts in US dolleogyerted into euros at the closing date exchantge r
Furthermore these amounts are hedged.

As of December 31 2017, the total amount of commaitta relating to flight equipment orders is USDOB 6
million, against USD 8,540 million as of Decembér 3016.

The number of aircraft under firm order (excludigerational lease) as of December 31, 2017 deatdnsé9

units compared with December 31, 2016 and sto68 aircraft.
This change is explained by the delivery of 21raiitcand 2 aircraft on order.

Long-haul fleet (passenger)

The Group took delivery of two Boeing B787 and &aeing 777.
Medium-haul fleet

The Group took delivery of eight Boeing B737 and thirbus A320.
Regional fleet

The Group took delivery of eight Embraer 175.
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Aircraft To be delivered in v+l Y42 v+3 Y44 vis | BeYond | qon
type Y+5
Long-haul fleet — passenger
As of December 31, 2017 - 3 3 7 5 10 28
A350
As of December 31, 2016 - - 3 6 6 13 28
8787 As of December 31, 2017 5 4 4 6 2 1 22
As of December 31, 2016 2 5 5 4 5 3 24
As of December 31, 2017 - - - - - - -
B777
As of December 31, 2016 1 - - - - - 1
Medium-haul fleet
As of December 31, 2017 1 - - - - - 1
A320
As of December 31, 2016 2 1 - - - - 3
As of December 31, 2017 5 - - - - - 5
B737
As of December 31, 2016 8 5 - - - - 13
Regqional fleet
As of December 31, 2017 5 - - - - - 5
EMB 175
As of December 31, 2016 8 5 - - - - 13
As of December 31, 2017 2 - - - - - 2
EMB 190
As of December 31, 2016 - - - - - - -
Total As of December 31, 2017 18 7 7 13 7 11 63
ota
As of December 31, 2016 21 16 8 10 11 16 82
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38. OTHER COMMITMENTS

38.1 Commitments made

In € millions 2017 2016
As of December 31

Warranties, sureties and guarantees 287 333
Secured debts 4,713 5177
Other purchase commitments 376 134

The line “other purchase commitments” includes@neup’s acquirement of a 31% stake in Virgin Atlaist
share capital for GBP 220 million (€ 248 million).

The restrictions and pledges as of December 317 264 as follows:

In € millions
Starting date of  End of pledge Amount NBV of balance
pledge pledged sheet entry Corresponding
concerned %
Intangible assets - - - 1,122 -
Tangible assets July 2004November 2021 5,244 11,414 45.9%
Other financial assets July 2004 May 2027 723 1,662 43.5%
Total 5,967 14,198

38.2 Commitments received

In € millions 2017 2016
As of December 31

Warranties, sureties and guarantees 228 219
Put on shares (*) 130 130

(7 estimation based on the price of transfer of 4966f Servair at the end of 2016
Warranties, sureties and guarantees principallypei® letters of credit from financial institutions

The Group disposes of the following put optionsSamvair’s shares:
- On December 28, 2018 and on December 28, 2019:optibn of a number of shares allowing
gategroup to reach between 80% and 100% of Ses\atidre capital (initial option)
- Yearly between December 28, 2020 and December @83 Zor in specific cases of blocking in
governance): put option on all the shares stilifsl the Group

If the Group does not exercise the initial optigategroup disposes of the following call optionsServair's
shares:
- Call option on a number of shares allowing in geteg to reach between 80 % and 100 % of the
Servair capital
- Inthe event of a transfer by the Group of itsiiests to a third party and in specific cases otkilg in
governance: call option on a number of shares @mpghtegroup to reach 50% of Servair share capital
plus one share.
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39. RELATED PARTIES

39.1 Transactions with the principal executives

The total compensation recorded as costs for thabmes of the Group Executive Committee in respétheir

as their functions within the Group breaks dowfodisws:

In € millions 2017 2016
Period from January 1 to December 31

Short-term employee benefits 8.5 8.3
Post-employment benefits 0.7 0.7
Termination benefits 0.5 0.5
Share-based payment 0.3 0.2
Total 10.0 9.7

As of December 31, 2017, directors and their redatiheld less thad.03per cent of the voting rights.

Directors fees booked in expenses amount to €0liomas of December 31, 2017, versus €0.7 millésnof

December 31, 2016.

39.2 Transactions with the other related parties

The total amounts of transactions with relatedigsudre as follows:

In € millions 2017 2016
As of December 31
Assets
Net trade accounts receivable 189 62
Other current assets 9 15
Other non-current assets 9 9
Total 207 86
Liabilities
Trade accounts payable 191 68
Other current liabilities 154 43
Other long-term liabilities 63 66
Total 408 177
In € millions 2017 2016
As of December 31
Net sales 268 157
Landing fees and other rents (441) (434)
Other selling expenses 27) (25)
Passenger service (443) (28)
Other (115) (34)
Total (758) (364)
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As a part of its normal business, the Group entdrstransactions with related parties includingnsactions
with State-owned and governmental entities sucthasFrench Defense Ministry, the Paris Airport Aarity

(“Aéroports de Paris”, or “ADP”) and the Frenchitaviation regulator (‘“DGAC"). Air France-KLM corders
that such transactions are concluded on terms algmitvto those on transactions with third partiefse most
significant transactions are described below:

Aéroports De Paris (ADP)

« Land and property rental agreements,
« Airport and passenger-related fee arrangements.

In addition, ADP collects airport landing fees arhblf of the French State.

Total expenses incurred by the Group in connectitth the afore-mentioned arrangements amounted to a
respective €350 million and €357 million for theipes ended December 31, 2017 and 2016.

Defense Ministry

Air France-KLM has entered into contracts with fireench Defense Ministry concerning the maintenasfce
aircraft in the French Air Force. The net reveneewed from this activity amounts to €81 milliorr fdhe year
ended December 31, 2017 versus €41 million as oeer 31, 2016.

Direction Générale de I’Aviation Civile (DGAC)

This civil aviation regulator is under the authgritf the French Ministry of Transport, which mansgecurity
and safety in the French air space and at airpsts: result, the DGAC charges fees to Air FrantdAor the
use of installations and services which amoun&9® million as of December 31, 2017 versus €104ianiffor
the year ended December 31, 2016.

Amadeus

Since 2016 financial year, Amadeus no longer feffiithe characteristics of a related party.

Servair

For the financial year ended December 31, 2013| &xpenses incurred from this activity amount€4&2
million. The transactions until December 30, 20lihvEervair and its subsidiaries have been elirsishathe
Group having controlled Servair until this date.

Servair

For the financial year ended December 31, 2013] ®tpenses incurred from this activity amount€4&2
million. The transactions until December 30, 20lihvEervair and its subsidiaries have been elirsishathe
Group having controlled Servair until this date.

China Eastern Airlines and Delta Air Lines

On October 3, 2017, Air France-KLM announced thengletion of the capital increases reserved to China
Eastern Airlines and Delta Air Lines. As from tlaaite, the Group consider these two airlines asetigarties.
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40. CONSOLIDATED STATEMENT OF CASH FLOW

40.1 Other non-monetary items and impairment

Other non-monetary items and impairment can beyaadlas follows:

In € millions 2017 2016
As of December 31

Variation of provisions relating to restructurinigup (69)
Variation of provisions relating to pension 16
Impairment 2
Changes of pension plan KLM (see note 11)

Other (12)
Total (62)

Changes of KLM Cockpit crew and Cabin crew pengilams

The line “Changes of KLM pension plans” includes timpact of the modification of the Cabin Crew pgens
plan and the Cockpit Crew pension plan. Both ptureifies as a collective defined contribution stleeand led

to the derecognition of the pension assets. Timsa@ions are presented in detail in the notesi3an

40.2 Acquisitions of subsidiaries, of shares in necontrolled entities

Net cash disbursements related to the acquisifisalusidiaries and investments in associates wefellaws:

In € millions 2016
As of December 31

Cash disbursement for acquisitic (18)
Cash from acquired subsidiat -
Net cash disbursement (18)

40.3 Disposal of subsidiaries, of shares in non-aoolled entities

As of December 31, 2017, the proceeds from disposaubsidiaries and shares in non-controlled iestit

consists of the following:

In € millions

As of December 31 Notes 2017 2016
Proceeds from the sale of Amadeus shares 11 - 201
Proceeds from the sale of 49.9% of the Servaireshar 14 - 218
Expenses relating to the sale of the Servair shares - (5)
Cash disbursement on the sale of Servair shares - (72)
Proceeds from the sale of the Cobalt sh 1 15
Proceed from the sale of thAérolis share 1 -
Other disposals 6 6
Total 8 364

40.4 Non cash transactions

During financial year 2016, the Group transformdihancial lease contract into a service contrahts had the
effect a non-monetary decrease of the other prpjptaint and equipment and the financial debt foaarount of

€64 million.

These operations have no impact on the cash flateraent.
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41. STATUTORY AUDITORS’ FEES

KPMG:

In € millions 2017 2016

As of December 31 Statutory auditor Network Statubry auditor Réseau
Amount % Amount |% JAmount % Amount  Pb

Statutory audit, certification,

review of stand-alone and 2.2 88% 0.9 90%) 2.1 91% 0.9 69%

consolidated accounts

- Air France-KLM SA 0.6 - 0.6 -

- Consolidated subsidiaries 1.6 0.9 1.5 0.9

Other services 0.3 12% 0.1 10% 0.2 9% 0.4 31%

- Air France-KLM SA 0.3 - 0.2 -

- Consolidated subsidiaries - 0.1 - 0.4

Total Air France-KLM 25 1.0 2.3 1.3

Deloitte & Associés:

In € millions 2017 201¢

As of December 31 Statutory auditor Network Statubry auditor Réseau

Amount % Amount % Amount % Amount %

Statutory audit, certification,

review of stand-alone and 2.0 91%, 0.9 100% 2.0 95% 0.9 100%

consolidated accounts

- Air France-KLM SA 0.6 - 0.6 -

- Consolidated subsidiaries 1.4 0.9 1.4 0.9

Other services 0.2 9% - 0% 0.1 5% - 0%

- Air France-KLM SA 0.2 - 0.1 -

- Consolidated subsidiaries - - - -

Total Air France-KLM 2.2 0.9 2.1 0.9

42. CONSOLIDATION SCOPE

As of December 31, 2017, the scope includes 78-fidhsolidated entities and 19 equity affiliates.

Based on the Air France-KLM ownership in terms afthb voting rights and equity interest and on the
functioning mode of the Group’s Executive Committéér France-KLM has the power to manage the KLM
Group’s financial and operational strategies ancdtrots KLM. As a result, KLM is fully consolidateih Air

France-KLM'’s consolidated financial statements.

The interest percentage in KLM is calculated basethe ordinary shares.
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42.1 Consolidated entities

Entity Country Segmen % interest % control
AIR FRANCE SA France Multisegment 100 100
KONINKLIJKE LUCHTVAART MAATSCHAPPIJ N.V. Netherland Multisegment 100 49
BLUE CONNECT Mauritius Passenger 70 70
BLUELINK France Passenger 100 100
BLUELINK INTERNATIONAL France Passenger 100 100
BLUELINK INTERNATIONAL AUSTRALIA Australia Passenge 100 100
BLUELINK INTERNATIONAL CZ S.R.O. Czech Rep. Passemng 100 100
BLUELINK INTERNATIONAL MAURITIUS Mauritius Passeng: 10C 10C
BLUELINK INTERNATIONAL STRASBOURG France Passenger 100 100
CONSTELLATION FINANCE LIMITED Ireland Passenger 100 100
CYGNIFIC B.V. Netherlands Passenger 100 49
HOP! France Passenger 100 100
HOP! TRAINING France Passenger 100 100
IAS ASIA INCORPORATED Philippines Passenger 100 49
IASA INCORPORATEL Philippine: Passeng: 10C 49
INTERNATIONAL AIRLINE SERVICES EUROPE United Kingdom Passenger 100 49
LIMITED
INTERNATIONAL AIRLINE SERVICES LIMITED United Kingadbm Passenger 100 49
INTERNATIONAL MARINE AIRLINE SERVICES United Kingdon Passeng 10C 49
LIMITED
JOON SAS France Passenger 100 100
KLM CITYHOPPER B.V. Netherlands Passenger 100 49
KLM CITYHOPPER UK LTD United Kingdom Passenger 100 49
KLM EQUIPMENT SERVICES B.V. Netherlands Passenger 100 49
KLM LUCHTVAARTSCHOOL B.V. Netherlands Passenger 100 49
STICHTING STUDENTENHUISVESTINGVLIEGVELD Netherlands Passenger 100 49
EELDE
BLUE CROWN B.V Netherland Cargc 10C 49
MARTINAIR HOLLAND N.V. Netherlands Cargo 100 49
MEXICO CARGO HANDLING Mexico Cargo 100 100
SODEXI France Cargo 65 65
AFI KLM E&M TEARDOWN MANAGEMENT SAS France Mainternece 100 100
AFI KLM E&M-BGAC Line Maintenance Co.LTD China Maienance 60 60
AIR FRANCE INDUSTRIE US United States Maintenance 001 100
AIR France KLM COMPONENT SERVICES CO LTD China Meenance 100 100
AIR ORIENT SERVICES France Maintenance 100 100
BARFIELD INC United States Maintenance 100 100
BARFIELD USA LLC United States Maintenance 100 100
CRMA France Maintenance 100 100
EUROPEAN PNEUMATIC COMPONENT Netherlands Maintenance 100 49
OVERHAUL AND REPAIR (EPCOR) B.V.
KLM E&M MALAYSIA SDN BHD Malaysie Maintenanc 10C 49
KLM UK ENGINEERING LIMITED United Kingdom Maintenare 100 49
REGIONAL JET CENTER B.V. Netherlands Maintenance 010 49
BLUE TEAM lIl SAS France Transavia 100 100
TRANSAVIA AIRLINES B.V. Netherlands Transavia 100 49
TRANSAVIA AIRLINES C.V. Netherlands Transavia 100 49
TRANSAVIA COMPANY SAS France Transavia 100 100
TRANSAVIA France SAS France Transavia 100 100
TRANSAVIA SERVICES GmbH Netherlands Transavia 100 9 4
AIR FRANCE FINANCE IRELAND Ireland Other 100 100
AIR FRANCE FINANCE SAS France Other 100 100
AIR France KLM E&M PARTICIPATIONS SAS France Other 100 100
AIR France KLM FINANCE SAS France Other 100 100
AIRPORT MEDICAL SERVICES B.\ Netherland Othel 80 39
AIRPORT MEDICAL SERVICES C.V. Netherlands Other 80 39
AMSTERDAM SCHIPHOL PIJPLEIDING BEHEER B.V.  Netherlds Other 60 49
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AMSTERDAM SCHIPHOL PIJPLEIDING C.V. Netherlands Other 76 49
BLUE TEAM IV SAS Franci Othel 10C 10C
BLUE TEAM V SAS France Other 100 100
BLUE YONDER IX B.V. Netherlands Other 100 49
BLUE YONDER XIV B.V. Netherlands Other 100 49
BV KANTOORGEBOUWEN MARTINAIR Netherlands Other 100 49
CELL K16 INSURANCE COMPANY United Kingdom Other 100 0
EXECUTIVE HEALTH MANAGEMENT B,V, Netherlands Other 45 45
INTERNATIONALE FINANCIERING EN Netherlands Other 100 49
MANAGEMENT MAATSCHAPPIJ B.V.
KLM AIR CHARTER B.V. Netherlands Other 100 49
KLM CATERING SERVICES SCHIPHOL B.V. Netherlands Other 100 49
KLM HEALTH SERVICES B.V Netherland Othel 10C 49
KLM INTERNATIONAL CHARTER B.V. Netherlands Other 100 49
KLM OLIEMAATSCHAPPIJ B.V. Netherlands Other 100 49
MARTINAIR VLIEGSCHOOL VLIEGVELD LELYSTAD Netherlands Other 100 49
BV
ORION-STAETE B.V. Netherlands Other 100 49
PELICAN Luxemburg Other 100 100
PYRHELIO-STAETE B.V. Netherlands Other 100 49
QUASAR-STAETE B.V. Netherlands Other 100 49
RIGEL-STAETE B.V. Netherlands Other 100 49
SPICA-STAETE B.V. Netherlands Other 100 49
STICHTING GARANTIEFONDS KLM Netherland Othel 10C 49
LUCHTVAARTSCHOOL
TRAVEL INDUSTRY SYSTEMS B.V. Netherlands Other 100 49
TREASURY SERVICES KLM B.V. Netherlands Other 100 49
WEBLOK B.V. Netherland Othel 10C 49
42.2 Equity affiliates
Entity Country Segment % interest % control
HEATHROW CARGO HANDLING United Kingdom Cargo 50 50
AAF SPARES Ireland Maintenance 50 50
AEROSTRUCTURES MIDDLE EAST SERVICES United Arab Megnance 50 50
AEROTECHNIC INDUSTRIES Morocco Maintenance 50 50
AIRFOILS ADVANCES SOLUTIONS SAS France Maintenance 49 49
IGO SOLUTIONS SAS France Maintenance 40 40
MAX MRO SERVICE India Maintenanc 26 2€
SHS TECHNICS Senegal Maintenance 49 50
SINGAPOUR COMPONENT SOLUTIONS PTE Singapore Maiatece 50 50
SPAIRLINERS Germany Maintenance 50 50
TRADEWINDS ENGINE SERVICES LLC United States Mainésce 50 50
TURBINE SUPPORT INTERNATIONAL LLC United States Maenance 50 50
AIRCRAFT CAPITAL LTD United Kingdon Othel 40 4C
INTERNATIONAL AEROSPACE Italy Other 25 25
MANAGEMENT COMPANY S.C.R.L.
MAINPORT INNOVATION FUND B.V. Netherlands Other 25 25
SCHIPHOL LOGISTICS PARK C.V. Netherlands Other 53 45
SERVAIR France Other 50 50
SKYNRG B.V. Netherland Othel 24 24
TERMINAL ONE GROUPE ASSOCIATION United States Other 25 25
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