
ANALYSIS OF THE FINANCIAL STATEMENTS
Comparative analysis and explanation of the main trends:
 
1. Consolidated statement of financial position
As of December 31, 2016, the company’s total assets amounted to MUS$ 19,198,194;
which, compared to those as of December 31, 2015 represents an increase of MUS$
1,096,776, equivalent to 6.1%.
The company’s current assets increased by MUS$ 803,874 (28.5%), compared to the
closing of the year 2015. The main increases appear in the following items: commercial
debtors and other sundry accounts receivable of MUS$ 310,915 (39.0%); cash and cash
equivalent of MUS$ 195,830 (26.0%); other current financial assets of MUS$ 61,480
(9.4%); current stock inventories of MUS$ 16,455 (7.3%); and non-current assets or group
of assets for disposal classified as maintained for sale or maintained to be distributed to
property owners of MUS$ 335,235. The above referred items were offset by a drop in other
current non-financial assets of MUS$ 117,774 (35.7%).
The company’s liquidity index shows an increase, from 0.50 times at the closing of the year
2015, to 0.58 times as of December 2016. Current assets and liabilities increased by 28.5%
and 10.3%, respectively. One may also observe an increase in the acid test index, going
from 0.13 times as of the closing of 2015, to 0.15 times by the closing of the present year.
The company’s non-current assets increased by MUS$ 292,902 (1.9%) with respect to the
closing of the year 2015.  The main increases are in the following items: goodwill of MUS$
429,807 (18.8%), intangible assets other than goodwill of MUS$ 288,888 (21.9%) whose
increases were mostly attributable to the monetary conversion of Brazilian reals to US
dollars; other financial assets of MUS$ 12,667 (14.2%); assets on account of deferred taxes
of MUS$ 7,985 (2.1%). All of the foregoing was offset by a reduction in the following
items: property, plant and equipment of MUS$ 440,508 (4.0%) originated by the sale of
two Airbus A330 aircraft and the reclassification of two Airbus A319 aircraft, two Airbus
A320, six Airbus A330 and two Boeing F-777 to the non-current assets item or group of
assets for disposal classified as maintained for sale, depreciation expense corresponding as
of December 31, 2016 of MUS$ 744,552 among other movements of the period, the
negative effect is offset by the acquisition of a Boeing 787 aircraft, one Airbus A320
aircraft, four Airbus A321 aircraft, and four Airbus A350 aircraft, the adjustment of the
conversion of the companies whose functional currency is other than the US dollar of
MUS$ 172,987 which corresponds mostly to TAM S.A. and Subsidiaries, and the payment
of down payments (prepayments) for the acquisition of aircraft; and, finally, the drop in the
item accounts payable of MUS$ 2,461 (23.0%).
As of December 31, 2016, the company’s total liabilities amounted to MUS$ 15,012,890;
which, when compared to the value as of December 31, 2015, shows a reduction of MUS$
150,980 equivalent to 1.0%.
The company’s current liabilities increased by MUS$ 581,219 (10.3%), with respect to the
closing of the year 2015. The main increases appear in the following items: other non-
financial liabilities of MUS$ 272,212 (10.9%); other financial liabilities of MUS$ 195,293
(11.9%); which is mostly explained by the financing in TAM Linhas Aéreas of US$ 200
million and the reclassification of MUS$ 300,000 in obligations with the public of TAM
Capital Inc. to the short term, since its expiration is on April 25, 2017.  All of the foregoing
is affected by the net variation between the reduction of the passive positions of the
hedging derivatives, the reduction of other guaranteed obligations and financial leasing;
and commercial accounts payable and other accounts payable of MUS$ 109,111 (7.4%);
which was slightly affected by the drop in: liabilities on account of current taxes of MUS$
5,092.
The indebtedness indicator of the company’s current liabilities shows a drop of 23.1%,
going from 1.97 times as of the closing of the year 2015, to 1.52 times as of the closing of
2016. The incidence of current liabilities over total debt increased by 4.18 percentage



The indebtedness indicator of the company’s current liabilities shows a drop of 23.1%,
going from 1.97 times as of the closing of the year 2015, to 1.52 times as of the closing of
2016. The incidence of current liabilities over total debt increased by 4.18 percentage
points going from 37.20% as of the closing of the year 2015 to 41.38% as of the closing of
the current year.
The company’s non-current liabilities dropped by MUS$ 732,199 (7.7%), as compared to
the balance as of December 31, 2015. The main reductions appear in the following items:
other financial liabilities of MUS$ 735,433 (9.8%), which is explained by the net effect of
the reclassification of MUS$ 300,000 of obligations with the public of TAM Capital Inc. to
the short term, the financing of the down payment for the purchase of the Airbus and
Boeing aircraft; other non-financial liabilities of MUS$ 58,349 (21.4%); and accounts
payable of MUS$ 57,659 (13.8%); the foregoing items were offset by increases in: deferred
taxes of MUS$ 104,194 (12.8%), and provisions on account of employee benefits of MUS$
17,051 (26.1%).
The indicator of the company’s non-current liability indebtedness shows a reduction of
35.6%, going from 3.33 times as of December 31, 2015 to 2.15 times as of the closing of
2016. The incidence of non-current liabilities over total debt dropped by 4.2 percentage
points going from 62.80% as of the closing of the year 2015 to 58.55% as of December
2016.
As of December 31, 2016, approximately 63% of the debt had rate-fixing instruments;
according to the foregoing and considering the debt such instruments, the average rate was
3.7%.
The equity capital attributable to the controller’s property owners increased by MUS$
1,240.125 going from MUS$ 2,856,535 as of December 31, 2015 to MUS$ 4,096,660 as of
December 31, 2016. The main increases appear in: issued equity capital of MUS$ 603,859
(23.7%) corresponding to the capital increase approved at the Extraordinary Shareholders’
Meeting of August 18, 2016, having subscribed and paid as of December 31, 2016 a total
of 60,849,592 shares, collecting MUS$ 608,496; additionally, share-issuing costs totaling
MUS$ 4,793 were capitalized. Other reserves of MUS$ 580,870, mostly originating from
the positive effect of foreign exchange rate variations of conversion reserves amounting to
MUS$ 489,486, mostly explained by the conversion adjustment originated by the
acknowledged goodwill of the combination of businesses with TAM and Subsidiaries, the
reserves correspond to cash flow hedges totaling MUS$ 92,016. The variation of the
accumulated result was positive, because of the profit generated as of December 31, 2016
attributable to the controller’s property owners of MUS$ 69,220; consequently, temporary
dividends amounted to MUS$ 20,766.
 
2. Consolidated financial statement
As of December 31, 2016 the controller recorded a profit of MUS$ 69,220, which
represents an income increase of MUS$ 288,494 compared to the loss of MUS$ 219,274 of
the previous year. The net margin increased from -2.2% to 0.7% during 2016.
The operating income as of December 31, 2016 amounted to MUS$ 567,903; which, when
compared to the year 2015 shows an increase of MUS$ 53,984, equivalent to 10.5%, while
the operating margin reached 6.0%, showing an increase of 0.9 percentage points.
The operating income as of December 31, 2016 diminished by 5.9% with respect to that of
the year 2015, reaching MUS$ 9,527,088. The foregoing was due to a 6.3% drop in
passenger income and a 16.5% drop in cargo income, partially offset by a 39.7% increase
in the other income item. The impact of the depreciation of the Brazilian real represented a
lower ordinary income of about US$ 121 million.
Passenger income totaled MUS$ 7,877,715; which, when compared to the MUS$
8,410,614 of the year 2015, represented a drop of 6.3%. This variation is mostly
attributable to a 6.9% drop in the RASK as a result of an 8.1% drop in yields, which were
impacted by an increasingly competitive environment in domestic markets, combined with
the yet sluggish macroeconomic environment in South America and by the depreciation of
local currencies (especially the Brazilian real, the Chilean peso and the Argentinean peso).
All of the foregoing was partially offset by a 0.6% increase in ASK-measured capacity.
 Additionally, the occupation factor reached 84.2%, which represents an increase of 1.1
percentage points with respect to the previous year.
As of December 31, 2016, cargo income totaled MUS$ 1,110,625, which represents a
reduction of 16.5% with respect to the year 2015.  This drop corresponds to an 8.5% drop



 Additionally, the occupation factor reached 84.2%, which represents an increase of 1.1
percentage points with respect to the previous year.
As of December 31, 2016, cargo income totaled MUS$ 1,110,625, which represents a
reduction of 16.5% with respect to the year 2015.  This drop corresponds to an 8.5% drop
in yields and 8.7% drop in RTK-measured traffic. Such drop in yields reflects the yet
depressed cargo environment worldwide, the weakening of Brazil’s domestic and
international market, the sluggishness of imports from North America and Europe, and the
negative impact of the depreciation of the Brazilian real in the income from Brazil’s
domestic market. Additionally, the ATK-measured capacity dropped by 5.3%.
On the other hand, the Other Income item shows an increase of MUS$ 152,967 mostly
attributable to income from land services associated to the 2016 Rio Olympic Games, the
profit obtained from the sale of aircraft and greater income received on account of aircraft
and land services.
As of December 31, 2016, operating costs amounted to MUS$ 8,959,185; which, when
compared to those of the previous year, represent lower costs of MUS$ 652,722, equivalent
to a 6.8% drop, while the ASK-equivalent unit cost dropped by 7.0%. Additionally, the
impact of the depreciation of the Brazilian real in this item represents lower costs of
approximately US$ 101 million.
The variations by item are explained as follows:
a) Compensation and benefits dropped by MUS$ 121,672 mostly due to the depreciation of
the Brazilian real, the Argentinean peso and the Chilean peso by 4.8%, 60.7% y 4.2%
respectively. Additionally, the average payroll during the period dropped by 9.3%, in line
with Brazil’s reduced supply and the cost control initiatives promoted by the company.
b) Fuel dropped by 22.4%, the equivalent of MUS$ 594,424 of lower costs. Such drop is
mostly attributable to a 16.6% drop on non-hedged prices and of 2.9% in consumption
measured in gallons. During 2016, the company acknowledged a loss of MUS$ 48,094 on
account of fuel hedging, as compared to a loss of MUS$ 239,430 during the previous year;
and a loss of MUS$ 40,772 on account of currency hedging.
c) Commissions show a drop of MUS$ 33,478, which is mostly owed to a drop in income
from the sale of airline tickets and lower cargo operations.
d) Depreciation and amortization increased by MUS$ 25,922. This variation is mostly
explained by the incorporation to the fleet of 13 aircraft of the Airbus A320 family, 6
Airbus A350 and, 5 Boeing 787. The foregoing was partly offset by the depreciation of the
Brazilian real, and by the exit of 9 Airbus of the A320 family, 10 Airbus A330 and 1
Boeing 767.
e) Other leases and landing charges diminished by MUS$ 32,419, mostly due to lower
aircraft leasing costs, as a result of slowed-down operations and the depreciation of local
currencies.
f) Passenger services dropped by MUS$ 8,818; which represents a 3.0% variation that is
mostly explained by a lower average cost of on-board services, partially offset by increased
passenger compensations.
g) Aircraft leases increased by MUS$ 43,845, mostly because of the incorporation of 8
Airbus of the Airbus A320 family, 4 Boeing 787 and 2 Airbus A350. The foregoing was
partially offset by the return of 7 Airbus aircraft of the A320 family, 2 Airbus A330 and 1
Boeing 767.
h) Maintenance shows lower costs totaling MUS$ 71,082, equivalent to a 16.3% variation,
mostly due to the depreciation of the Brazilian real, lower costs associated to the return of
aircraft and the efficiency gained by the fleet renewal.
i) Other operating costs show an increase of MUS$ 139,404 mostly attributable to land
service costs associated to the 2016 Rio Olympic Games, greater costs associated to the
fair-value valuation of the stock inventory, as part of a sales plan promoted by inventory
reduction initiatives. The foregoing was partially offset by the depreciation of the Brazilian
real and the drop in associated marketing and advertising costs.
Financial income totaled MUS$ 74,949; which, when compared to the MUS$ 75,080 of the
same period of 2015, represent a lower income of MUS$ 131.
Financial costs increased by 0.7%, totaling MUS$ 416,336 as of December 31, 2016,
mostly due to greater fleet financing costs and other charges associated to credit card sales.
Other income/costs recorded a positive result of MUS$ 47,358, mainly explained by
income mostly acknowledged by TAM as a result of the appreciation of the Brazilian real
during the year 2016.



Other income/costs recorded a positive result of MUS$ 47,358, mainly explained by
income mostly acknowledged by TAM as a result of the appreciation of the Brazilian real
during the year 2016.
The main items of the Consolidated Statement of Financial Position of TAM S.A. and
Subsidiaries, which generated a profit of MUS$ 199,589 because of foreign exchange rate
differences as of the fourth quarter of 2016, were the following: Other financial liabilities, a
profit of MUS$ 175,614 originated from US-dollars-denominated loans and financial
leasing operations toward the acquisition of the fleet and other items of net assets and
liabilities, a profit of MUS$ 103,960 reduced by foreign exchange differences in accounts
receivable to related companies, and a loss of MUS$ 79,985.
 
Income of Multiplus S.A.
The net income of Multiplus as of December 31, 2016 amounted to a profit of MUS$
152,873; which, when compared to the MUS$ 138,591 of the year 2015, represents an
increase of 10.3%.
Income dropped by 6.4%, which is mostly explained by the effect of the depreciation of the
Brazilian real by 4.8% and by a drop of 9.1% from the redemption of outdated points with
respect to the previous year. Additionally, there was a 10.2% drop of income on account of
the redemption of outdated points from the previous year.
Operating costs dropped by 11.7%, mostly because of the depreciation of the Brazilian real,
added to a 10.0% drop in the redemption of airline ticket points.
Financial income/costs represented a profit of MUS$ 58,379, which corresponds to a
positive variation of 275.3%, mostly attributable to the depreciation of the Brazilian real,
partially offset by the placement of a part of the company’s cash on US-dollar linked
currency hedges.
 
3. Analysis and explanation of the Consolidated Net Cash Flow originated by the
company’s operating, investment and financing activities.
The operating cash flow shows a negative variation of MUS$ 723,349, with respect to the
same period of the previous year that is mostly attributable to a reduction in the following
items: Collections on account of the sale of goods and the delivery of services totaling
MUS$ 1,453,808; taxes to reimbursed profits of MUS$ 1,593; interest payments received
of MUS$ 32,132 and other cash inflows (outflows) totaling MUS$ 24,642 because of
increased cash inflows resulting from the movement of fuel byproducts contracted by the
company, the establishment of guarantees for byproduct margins and payments to offset
active and passive positions as of the dates of expiration of these contracts, net of
disbursements made for establishing guarantees on account of judicial deposits and
administrative proceedings carried out mostly in TAM S.A. and Subsidiaries; the foregoing
was offset by positive variations in the following items: Supplier payments for the supply
of goods and services totaling MUS$ 273,461; net effect in Other collections and payments
for operating activities totaling MUS$ 170,460 and Payments to and on behalf of
employees totaling MUS$ 344,905.
The investment cash flow shows a positive variation of MUS$ 1,296,038 with respect to
the same period of the previous year; which is explained by increases in the following
items: net effect on Other collections and payments on account of the sale of capital equity
or debt instruments of other entities totaling MUS$ 447,653, which acknowledge the
movement of the investments materialized by TAM S.A. and Subsidiaries in private
investment funds, real estate property acquisitions, plant and equipment of MUS$ 875,379,
mostly because of a lower movement of down payments (prepayments) toward the
acquisition of aircraft and other fixed-asset incorporations. During the year 2016, the
company acquired 1 Boeing 787 aircraft, 1 Airbus A320 aircraft, 4 Airbus A321 aircraft,
and 4 Airbus A350 aircraft, as compared to the same period of the previous year, in which
the company had acquired 8 Airbus A321, 3 Boeing 787 aircraft and 1 Airbus A350
aircraft; and proceeds from the sale of real estate properties, plant and equipment totaling
MUS$ 18,967. The previously-described positive variation was offset by a reduction in the
following items: Other cash inflows (outflows) totaling MUS$ 9,733 and the acquisition of
intangible assets amounting to MUS$ 36,138.
The financing cash flow shows a negative variation of MUS$ 267,919, with respect to the
same period of the previous year; which is mostly explained by an increase in the following
items: Loan payments totaling MUS$ 857,337, related to the payment of the financing of



intangible assets amounting to MUS$ 36,138.
The financing cash flow shows a negative variation of MUS$ 267,919, with respect to the
same period of the previous year; which is mostly explained by an increase in the following
items: Loan payments totaling MUS$ 857,337, related to the payment of the financing of
10 Airbus A321 aircraft, 5 Airbus A350 aircraft, 2 Boeing 787aircraft, 1 Airbus A320
aircraft, among other commercial loan payments; paid out interest totaling MUS$ 14,640;
paid out dividends totaling MUS$ 6,191 and other cash inflows (outflows) totaling MUS$
129,406, because of lower PDP financing obtained from the Parent Company and
disbursements made by TAM S.A. on account of the establishment of loan guarantees of
MUS$ 74,186. The foregoing is offset by increased proceeds from the issue of shares
totaling MUS$ 608,496 on account of the capital increase approved at the Extraordinary
Shareholders’ Meeting held on August 18, 2016; proceeds from short and long-term loans
totaling MUS$ 103,125 and lower liability payments on account of financial leasing
operations totaling MUS$ 28,034.
The above-depicted loan flows were affected by the following:

a. During the month of March 2016, the company rescheduled a Revolving Credit
Facility (line of credit) guaranteed by airplanes, engines, spare parts and supplies
for a total available amount of US$ 275 million. In May of 2016, the referred credit
facility was expanded by US$ 50 million.
 
This facility includes minimum liquidity restrictions measured at the level of the
Consolidated Company and measured at the individual level for the companies:
LATAM Airlines Group S.A. and TAM Linhas Aéreas S.A.
 
During the month of December of the year 2016, the company prepaid the full
amount withdrawn of US$ 315 million, maintaining a committed total of the RCF
facility (line) of US$ 325 million. The facility will be available for future
withdrawals until its date of expiration on March 2019. The assets (airplanes,
engines and spare parts) given as collateral will be maintained as a security pledge.
 
As compared to the same period of 2015, the Parent Company issued and placed a
non-guaranteed long-term bond of MUS$ 500,0000, to expire in the year 2020,
whose cash inflows were used to pay off the inter-company debt with Tam Capital 2
Inc. in the amount of MUS$ 300.000.
 

b. In September 2016, TAM Linhas Aéreas S.A. obtained financing of US$ 200 million,
with the guarantee of approximately 18% of the shares of Multiplus S.A.; a
percentage subject to adjustment depending on the market value of the shares
pledged in guarantee.
 

c. Finally, additionally, in September 2016 the company obtained financing of down
payments (prepayments) toward the acquisition of aircraft for an initial withdrawal
of US$ 225 million (US$ 260 million is the line’s maximum authorized amount) for
a period of 2 years and 3 months. This includes a total of 23 Airbus aircraft
projected to be delivered toward the end of 2018.

The company’s net cash flow as of December 31, 2016 shows a positive variation of MUS$
195,829, with respect to the previous year.
 
4. Analysis of the financial risks
The company’s global risk management program’s objective is to minimize the adverse
effects of the financial risks that affect the company.

(a) Market risks
Given the nature of its operations, the company is exposed to market factors such as: (i)
fuel price risks; (ii) rate of interest risks; and (iii) local foreign exchange rate risks.
(i) Fuel price risks
In order to execute its operations, the company purchases Grade 54 USGC Jet Fuel, which
is subject to the fluctuation of international fuel prices.
In order to hedge against fuel risks, the company operates with derivative securities (swaps
and options) whose underlying objectives may be other than Jet Fuel.  Thus, it is possible
to hedge against the West Texas Intermediate (“WTI”) oil, the Brent crude oil (“BRENT”)



In order to hedge against fuel risks, the company operates with derivative securities (swaps
and options) whose underlying objectives may be other than Jet Fuel.  Thus, it is possible
to hedge against the West Texas Intermediate (“WTI”) oil, the Brent crude oil (“BRENT”)
and distilled Heating Oil (“HO”), all of which have a high price correlation with Jet Fuel
and are more liquid.
As of December 31, 2016, the company acknowledged losses of MUS$ 48,034 on account
of fuel hedges net of premiums. Part of the differences produced by the lower or greater
market value of these contracts is acknowledged as hedge component reserves in the
company’s net equity. As of December 31, 2016, the market value of the contracts currently
in effect amounted to MUS$ 8,085 (positive).
(ii) Foreign exchange risks
The functional currency for the presentation of the parent company’s financial statements is
the US dollar; reason why transaction and conversion exchange rate risks arise mostly from
operating activities inherent to the line of business, the strategy and accounting practices of
the company that are stated in a monetary units other than the functional currency.
Likewise, TAM S.A. and the LATAM Subsidiaries are also exposed to foreign exchange
risks, whose impact affects the company’s consolidated income.
LATAM’s greater exposure to foreign exchange risks arises from the concentration of
business in Brazil, which are mostly denominated in Brazilian reals (BRL); risks that are
actively managed by the company.
Additionally, the company manages exposure to operating income in UK Pound Sterling
(GBP).
The company mitigates its foreign exchange exposure by contracting derivative securities
or through natural hedges or the execution of internal operations.
As of December 31, 2016, the market value of FX positions amounted to MUS$ 1,645
(negative).
The company has executed Cross Currency Swaps (CCS) with the purpose of dollarizing
the cash flow of obligations contracted in Chilean UF (Unidades de Fomento – inflation
index units), which accrue interest at a fixed rate.  With this financial instrument the
company manages to pay a variable interest rate that accrues interest at LIBOR plus a fixed
spread. Likewise, the company through TAM S.A. has executed hedging contracts for its
variable rate US-dollar-denominated debt with the objective of transforming it into fixed-
rate Brazilian reals.  
As of December 31, 2016, the market value of the company’s CCS positions amounted to
MUS$ 12,338 (negative).
(iii) Rate of interest risks
The company is exposed to the fluctuations of the rates of interest of the markets, thereby
affecting the future cash flows of the financial assets and liabilities currently in effect and
of those in the future.
The company is mostly exposed to the London Inter Bank Offer Rate (“LIBOR”) and other
less relevant rates of interest, such as Brazilian inter-bank deposit certificates (“CDI”) and
Brazil’s long-term interest rate (“TJLP”).
In order to diminish the risk of an eventual interest rate hike, the company executed
interest-rate swap contracts. With respect to such contracts, the company pays, receives or
merely receives –as the case might be- the difference between the agreed fixed rate of
interest and the floating rate of interest calculated over each contract’s outstanding capital.
On account of these contracts, the company acknowledged during the period a loss of
MUS$ 22,533. Losses or gains on account of interest rate swaps are acknowledged as a
component of the financial expenses based of the amortization of the loan being hedged.  
As of December 31, 2016, the market value of the interest rate swaps currently in effect
amounted to MUS$ 17,183 (negative).
As of December 31, 2016, approximately 63% of the debt is at a fixed rate or at a rate fixed
against one of the above-mentioned instruments (securities). The average interest rate of
the company’s debt is 3.7%.
 

(b) Concentration of credit risks
A high percentage of the Company’s accounts receivable come from airline ticket sales,
cargo services to persons and various commercial companies that are economically and
geographically dispersed; albeit generally short-term. In line with the foregoing the
company is not exposed to a significant risk of credit concentration.



A high percentage of the Company’s accounts receivable come from airline ticket sales,
cargo services to persons and various commercial companies that are economically and
geographically dispersed; albeit generally short-term. In line with the foregoing the
company is not exposed to a significant risk of credit concentration.
 
5. Economic environment
In order to analyze the economic environment in which the company operates, following is
a brief summary of the situation and evolution of the principal economies that affect both
the domestic as well as the regional and world environment.
The year 2016 showed a weak economic growth around the world despite the upturn as of
the second half of the year. The economies that improved the most during the second half
of the year were the advanced economies. On the other hand some emerging market
economies experienced an economic slowdown. It is estimated that during 2016 the global
economy expanded by an average of 3.1%, slightly less than the 3.2% recorded in 2015.
The growth of the European economy was about what was expected in some countries like
the United Kingdom and Spain, with a demand that turned out to be better than expected
after the vote that decided the exit (Brexit) of United Kingdom of the European Union.
During 2016, it is estimated that the Eurozone economies grew by 1.7% on the average (as
compared to 2.0% in 2015).
In United States the prospects for economic growth were revised downward after a weak
first-half performance. However, starting in the second half, GDP growth exceeded market
expectations, evidencing that the economy continues to make progress, albeit at a slower
rate.  From 2017 onwards, however, it is expected that the fiscal stimulus policies
announced by the new government will boost the country’s economic growth. An economic
growth of 1.6% is now being projected for the year 2016 (as compared to 2.6% in 2015).
In Latin America, growth prospects remain depressed and recovery from the second half of
2016 was weaker than expected in the large economies of the region, such as Brazil and
Argentina, although there is greater uncertainty about Mexico.  On the other hand, we
continue to see a continuous weakening of Venezuela’s economy, with a projected
economic contraction of 0.7% (as compared to a growth of 0.1% in 2015).
Specifically in Brazil, some indicators, like consumer and business confidence, suggest that
the economic recession may be coming to an end. However, the recovery during the second
half of the year was lower than expected.  Consequently, that country’s prospects for next
year remain uncertain. Some of the country’s main challenges are the implementation of
reforms that will improve the country's structural problems as well as the recovery of the
political credibility. For the year 2016, the projection is for a 3.5% economic contraction
(as opposed to- 3.8% in 2015).
In Chile, economic growth has remained stable although at lower levels than in the last few
years, mainly because of the lower dynamism of their counterparts in the region and the
lower price of copper, among other factors. An economic recovery is expected during the
coming years, as a result of projected stronger external demand for products and of more
stable copper prices. The foregoing, however, might be offset by a low recovery of seen
domestic demand and consumer confidence. A growth of 1.7% is projected for the year
2016 (as compared to 2.3% in 2015).
In this economic environment, the flexibility of the business model implemented by the
company is crucial to better confront such projected economic fluctuations.
 
 
 
 
 
 
 
 
 
 
 
 
 
a) The following are the main financial indices of the Consolidated Financial Statement:



 
 
a) The following are the main financial indices of the Consolidated Financial Statement:
  31-12-2016 31-12-2015
Liquidity indices    
    
Current liquidity (times)
(Current assets in operation/
Current liabilities)  0,58 0,50
    
Acid test (times)
(Funds available/
Current liability)  0,15 0,13
    
Indebtedness indices    
    
Debt ratio (times)
(Current liabilities + Non-current
Liabilities/Net equity)  3,66 5,31
    
Current debt / Total debt (%)  41,38 37,20
    
Non-current debt / Total debt (%)  58,55 62,80
    
Hedging of financial expenses
(R.A.I.I. / Financial expenses)  1,80 -0,06
    
Activity indices    
    
Total assets  19.198.194 18.101.418
    
Investments  3.401.103 1.533.637
    
Disposal of property (enajenación)  3.046.658 587.153
 
 
 
 
 
 

Profitability indices
    
The profitability indices were calculated over the equity capital and income attributable
to the Majority Shareholders.
 
  31-12-2016 31-12-2015
Return on equity
(Net income / Average net income)  0.02 -0.08
    
Return on assets
(Net income / average assets)  0.00 -0.01
    
Yield of operating assets



(Net income / average assets)  0.00 -0.01
    
Yield of operating assets
(Net income / Average (**)operating
assets  0.00 -0.01
    
(**) Total assets minus deferred taxes, personnel current accounts, permanent and
temporary investments, and goodwill.
 

Income per share
(Net income / N° of subscribed
and paid shares)  0.11 -0.40
    
 
Dividend returns
(Paid dividends / Market price)  0.00 0.00
 
 
 
 
 
 
 
 
 
b) The following are the main financial indices of the Consolidated Financial Statement:

  
For the 12 months ended

on December 31
   
  2016 2015
INCOME    
Passengers  7,877,715 8,410,614
Cargo  1,110,625 1,329,431
Others  538,748 385,781
TOTAL OPERATING INCOME  9,527,088 10,125,826
    
COSTS    
Compensation (Remuneraciones)  -1,951,133 -2,072,805
Fuel  -2,056,643 -2,651,067
Commissions  -269,296 -302,774
Depreciation and amortization  -960,328 -934,406
Other leases and Landing charges  -1,077,407 -1,109,826
Services to passengers  -286,621 -295,439
Aircraft leases  -568,979 -525,134
Maintenance  -366,153 -437,235
Other operating costs  -1,422,625 -1,283,221
TOTAL OPERATING COSTS  -8,959,185 -9,611,907
    
OPERATING INCOME  567,903 513,919
Operating margin  6.0% 5.1%
    
Financial income  74,949 75,080



Operating margin  6.0% 5.1%
    
Financial income  74,949 75,080
Financial expenses  -416,336 -413,357
Financial income / Costs  47,358 -532,757
    
PROFIT BEFORE TAXES AND
MINORITY INTEREST  273,874 -357,115
Taxes  -163,204 178,383
    
PROFIT BEFORE
MINORITY INTEREST  110,670 -178,732
    
Attributable to:    
Parent company investors  69,220 -219,274
Minority interest  41,450 40,542
    
NET PROFIT  69,220 -219,274
Net margin  0.7% -2.2%
    
Effective rate of interest  -59.6% -50.0%
    

Total shares  
                   

 606,497,693
                   

 545,547,819
Net profit per share (US$)  0.11415 -0.40193
 
 
 
 
 


