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(prepared in accordance with International Financial Reperting Standards) (15 BB BT 1 o & S A iR &)

2003 2004 2005 2006 2007
Expressed in RMB millions AARBEELHE “BT=&€ C-FEME -2F1§F ZTTAF Z8%tE
Year Ended 3t December BE+-RA=1+-ALEE
Revenues £X8 14,470 21,386 27,454 37,634 42,521
Other operating income Hip® % s 50 85 245 424 605
Operating expenses gE (14,454) (20,239) (27,685) {41,050) (43,087)
Operating profit/(toss) weERH/ (HE) 67 1,232 14 (2,991) 38,537
Finance income/{cast), net BBUA/(ZE) B8 (775) (641) (578) (757) 141
Profit/{loss) before income tax PR ELFFIE,/ (F 1) (741) 586 (577) {3,616} 268
Profit/{loss) for the year KRAERFBA
attributable to equity EBIEERE
holders of the Company #=H/ (F58) (1,097) 321 (467) (3,313) 269
Farning/(loss) per share FRRERREA
attributable to Btk
equity holders of BH/(BH)
the Company (RMB) (AEER)0 (0.23) 0.07 {0.10) (0.68) 0.06
At 31 December B+=-B=t+—-H
(ash and cash equivalents BERREEHD 1,583 2,114 1,864 1,987 1,655
Net current liabilities BREAR (9,982) (12,491) (25,572) (24,616) (26,074)
Non-current assets EmBEE 33,039 36,812 52,882 52,152 58,227
long term borrowings, REBEFH
including current portion BERGHHHA (11,223) (10,736} (12,659} (14,932) (14,675)
Obligations under finance leases, BMEAMFAE -
including current portion BIERBEH R (7,101) (8,662) (10,588) (11,949} (16,452)
Total share capital and reserves R %
REfR 6,175 6,481 6,096 2,815 3,028

o FREF (R EREEFENRA

M The calculation of earning/{loss) per share is based on the
consolidated profit/(less) attributable to shareholders and
4,866,950,000 shares in issue.

GRS HT /(BB Bl B BITRE
4,866,950,000R8 5 -
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(prepared in accordance with PRC Accounting Regulations) (P HARX MBI A LM G E)

PROFIT FOR THE YEAR ENDED 31 DECEMBER 2007

BE—_BBtHE+-_A=+—HL
FERNE

RMB million

ARBEER
Net Profit B 586
Income from Main Operations FEEBRHA 4,871
Income from Other Operations H b 3 7% ) 1,003
Income from Investments EWRE 155
Net Income outside Business RN RE 648
MAJOR ACCOUNTING DATA & FINANCIAL INDICATORS FESHEBNHRER
(Expressed in RMB Million) (ANREBEET)
2006 2007
ZBTAE —R%tE
Restated
(BEH)
{Note 1)
{fsE1)
1. Revenue from Main Operations I & ¥ U A 28,210.19 43,528.56
2. Net (Loss)/Profit F(B518) /FI (2,991.57) 586.46
3. Total Assets AR 59,889.86 67,141.71
4. Shareholders’ Equity AR R AE RS 3,073.47 3,568.01
5. (Loss)/Earnings per Share SR (B1B) s
(RMB) (AR¥T) (0.61) 0.12
Notes: = :
1. The major accounting data and financial indicators in 2006 are adjusted 1. —RERFHIBGHBEMMEEE

and represented pursuant to the same accounting policies adopted in
2007.

2. Calculation of major financial indicators:

Earnings/{loss) per share = net profit/(loss} - total number of ordinary
shares at the end of the year

Net assets per share = shareholders’ equity at the end of the year—
total number of ordinary shares at the end of the year

ER-FTHFENGHHETEN
HEREY -

2. TERKESRHERZNOT :

BRWE (BIR) =3FB/ (FHi8) +
FRAR TR DB

BRPAE-FHRRRER-FEX
EmARAR (o e Bk

TRESEERGAMLE —FFLFFR 3




Li Fenghua, Chairman

FRE . FTE

Dear shareholders,

I am pleased to present the repoart on the operating results of
China Eastern Airlines Corporation Limited (the “Company”) and
its subsidiaries (collectively, the “Group”) for the year ended 31
December 2007. On behalf of all the staff of the Group, 1 would
like to extend my sincere thanks to the shareholders for their
support of the Group.

In 2007, the world economy continued its growth momentum in the
first half year, but suffered a setback due to the impact of the US
subprime mortgage crisis in the second half. As the exchange rate of
the US dollar against the Renminbi was persistently weak and the
Group had a substantial amount of liabilities denominated in U5
dollars, the results of the Group continued to benefit from a strong
Renminbi. However, the price of international crude oil and aviation
fuel soared to a new high, which brought about a significant increase
in costs for the international air transportation industry. As a result,
the results of the Group have been affected.

The PRC’s economy maintained a rapid pace of growth, resulting in
continued rapid growth in demand for air transport. However, the
transport capacity in the whole industry increased significantly with
more new competitors entering the market, resulting in increasingly
intense competition in the air transportation market in the PRC.
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In 2007, according to statistics on the number of flights take-off
and landing, the Group’s flights accounted for 36.97% and 29.36%
of all flights at Honggiao Airport and Pudong Airport, respectively.
The daily average utilisation rate reached 9.8 hours, representing an
increase of 0.4 hours compared to the same period in 2006,

In terms of passenger traffic, the Group introduced a number of new
routes in 2007 including “Shanghai-Maldives-Johannesburg, Honggiao-
Haneda, Beijing-Dalian-Okayama, Shanghai-Seoul-Bangkok, Honggiao-
Gimpo”, thus further improving the Group's international route
network. During the year, the transit business continued to develop
and the number of passengers using the transit service exceeded
800,000 persons. The “E 77 8 B 17" (“Eastern Miles”) frequent flyers
programme expanded further, and the number of members of the
frequent flyers programme has now exceeded 3,820,000, The Group
has accelerated the development of e-business to speed up the process
of issuing electronic passenger tickets. The Group now operates
international electronic ticketing in 36 cities around the world and
the operation of the 95808 call centre has commenced in 20 cities
throughout China.

In terms of freight transport, the Group enhanced its centralised
freight transport management system and further improved its freight
management standards and its freight logistics network by using a
new freight information system.

In terms of services, the Group launched a series of promotional
activities in 2007, namely “Experience the Air Culture of China Eastern
Airlines”, which enhanced our service brand and strengthened our
corporate image. According to the statistics of the Civil Aviation
Administration of China, the on-time rate achieved by the Group has
been higher than the average rate of the industry players in the
PRC, and the Group was awarded the “HIEREBRE & &
("Excellence Award for Customers’ Satisfaction”) for winning the
“Customer Satisfaction Award” from the Civil Aviation Administration
of China's "M & ;E A" (“"Passengers’ Rating of Civil Aviation Award”)
activity for three consecutive years.
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OUTLOOK FOR 2008

The Group would like to caution readers of this report that the
operations of the Group as an air transport enterprise which also
performs public service functions are linked closely to political and
economic conditions, both internationally and locally. As such, the
operation of the Group and of the whole sector is, to a substantial
extent, subject to the risks associated with geopolitics and the
occurance of unexpected events. The 2007 annual report of the
Group contains certain forward-looking statements, such as those on
the economies of Asia, including the PRC, and the aviation market.
Such forward-looking statements are subject to many uncertainties
and risks.

The Group envisages that the global economy will face considerable
uncertainties in 2008 due to turbulence in the financial markets.
But the rapid economic growth in the PRC continues, and at the
same time, given continuing efforts to build Shanghai as an aviation
hub and the opening of 2008 Beijing Olympic Games, demand in the
domestic air transportation market is expected to grow steadily. The
Group will seize the opportunity and make timely adjustments to its
capacity, thereby increasing both its air transport volumes and
revenues. The Group plans to continue to expand its scale in 2008
and to adjust and optimize its route network, thereby increasing its
competitiveness and its ability to create more attractive products
and services to meet the needs of the market. The Group will introduce
gight A320 aircraft, five A321 aircraft, one A330-200 aircraft, three
A330-300 aircraft, one B737-700 aircraft, one B737-800 aircraft,
which will be delivered to the Group and commissioned into service
this year. However, the planned delivery schedule for two B787
aircraft has been deferred due to delays imposed by the manufacturer
and a new delivery date has not yet been determined. It is believed
that the Group will benefit from increasing demand for air transport
in the region.

In view of the operating environment and the Group’s current position,
the Group will focus on the following aspects in 2008:

1. The Group wilt strengthen safety supervision and build up a
system of safety management, so as to ensure safety production
to progress in a steady and orderly way.

2. The Group will innovate servicing ideas, improve the service-
providing system, extend “Experience the Air Culture of China
Eastern Airlines” and enhance the brand image of the Company.
The Group will continue to keep its flights on-time. While striving
for a higher on-time rate, the Group will also strengthen and
improve irreguiar flight service. The Group will enhance the
standard of its service in upper class cabins and focus on
providing personalized services. The Group will do its utmost to
meet the transportation needs related to the Beijing Olympic
Games.
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3. In terms of marketing, the Group will develop a long-term plan
for its route network, further optimize the structure of the
route network, and arrange flights in a scientific and reasonable
way, put more effort into developing the transit business,
coordinate with the construction of the Shanghai aviation hub,
increase the earnings level through the network and improve
the operating conditions of international flights, accelerate
electronic business to extend the function of selling electronic
tickets on the website and promote online self-service check-in.
The Group will actively promote the “95808" customer service
hotline in the destinations that it serves, further improve its
sales and service functions, improve its centralised freight
transport operations, comprehensively promote the freight
information system, and strengthen its combined transport and
trans-shipment services to increase revenues.

4. The Group will continue to manage strictly the overall budget,
strengthen cost control, increase cash flow efficiency, actively
extend financing channels, strengthen corporate risk
management, control financial risks and reduce operation risks.

5. The Group will implement standardized management, develop
scientifically, inject more capital into training, accelerate the
cultivation of talent, continue to promete IT development and
promote energy-saving and emission-reducing strategies.

On behalf of the board of directors (the “Board”) of the Company, I
would like to express my gratitude to all of the shareholders.
Li Fenghua,

Chairman

Shanghai, the PRC
14 April 2008
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Cao Jianxiong, President

Heg #Ex

In 2007, the Group operated a total of 467 routes, of which 351
were domestic routes, 18 were Hong Kong routes, and 98 were
international routes {including 14 international cargo routes). The
Group operated approximately 6,275 scheduled flights per week,
serving a total of 138 domestic and foreign cities. In 2007, the
Group added a total of 20 aircraft to its fleet, including the purchase
of three EMB145 aircraft and the finance lease of two A31% aircraft,
two A320 aircraft, four A321 aircraft, one A330-200 aircraft, five
A330-300 aircraft, two B737-700 aircraft and one B747F freighter.
As at 31 December 2007, the Group operated a fleet of 223 aircraft,
including 197 passenger jets each with a seating capacity of over
100 seats and 11 jet freighters.
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The following table sets forth details of our operating fleet as of 31 MR TEHEZST+F+T_H=1—
December 2007: A7 BB R S E E

As of 31 December 2007
BE_R|8tFt+=-—B=+-08B#E

Number of Aircraft Number of Total
Owned and under Aircraft under Number of
Model Finance Leases Operating Leases Aircraft
W BERREESR HEaESE ny
A340-600 5 -
A340-300 5 -
A330-300 5 7 12
A330-200 1 3 4
A300-600 8 - 8
A321 10 - 10
A320 39 26 65
A319 5 10 15
MD-90 9 -
B737-800 - 7
B737-700 16 15 31
B737-300 16 7 23
B767-300 3 - 3
EMB145 10 - 10
CRJI-200 5 - 5
A300F 2 - 2
B747F 2 3
MD-11F 6 - 6
Total Y 147 76 223
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REVIEW OF OPERATING RESULTS

The following discussion and analysis should be read together with our
audited financial statements and the accompanying notes prepared in
accordance with IFRS that are included elsewhere in this annual report.
The financial data presented in this section are derived from our
gudited financial statements prepared in accordance with IFRS.

Revenues. Qur revenues increased by 12.99% from RMB37,634 million
in 2006 to RMB42,521 million in 2007 (net of the applicable PRC
business tax). This increase was primarily due to an increase in our
capacity resulting from our acquisition of other aircraft and an
increase in our average daily aircraft utilization rate,

Traffic revenues increased by 12.70% from RMB36,065 million in
2006 to RMB40,651 million in 2007. Our average daily aircraft
utilization rate was 9.8 hours in 2007, representing an increase of
0.4 hours compared to the same period in 2006.

Passenger revenues, which accounted for 86.50% of our total traffic
revenues in 2007, increased by 15.52% from RMB30,440 million in
2006 to RMB35,165 million in 2007, primarily due to an increase in
the number of passengers carried.

Our domestic passenger revenues (excluding Hong Kong passenger
revenues), which accounted for 61.84% of our total passenger
revenues in 2007, increased by 14.84% from RMB18,947 million in
2006 to RMB21,747 million in 2007. This increase was primarily
driven by our domestic passenger transportation business. Compared
to 2006, our domestic passenger traffic increased (as measured in
revenue passenger-kilometers, or RPKs) by 13.49% in 2007. Our
domestic passenger load factor increased from 73,26% in 2006 to
76.88% in 2007. Our domestic passenger yield was RMB0.61 in 2007
per passenger-kilometer, which was the same as in 2006.

Hong Kong passenger revenues, which accounted for 6.09% of our
total passenger revenues in 2007, decreased by 11.04% from RMB2,498
million in 2006 to RMB2,143 million in 2007. Hong Kong passenger
traffic (as measured in RPKs) decreased by 6.15% in 2007, compared
to 2006. We decreased the passenger capacity on our Hong Kong
routes by 8.63% in 2007. Our Hong Kong passenger load factor
increased from 63.39% in 2006 to 65.12% in 2007. Our Hong Kong
passenger yield decreased from RMBO0.68 in 2006 to RMB0.65 in 2007
per passenger-kilometer, reflecting decreases in air fares. International
passenger revenues, which accounted for 32.06% of our total
passenger revenues in 2007, increased by 24.11% from RMB8,995
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million in 2006 to RMB11,275 million in 2007. This increase was
primarily due to an increase in our international passenger traffic
resulting from increases in our capacity. An increase in our
international passenger yield also contributed to the increase of our
international passenger revenues. Our international passenger traffic
{as measured in RPKs) increased by 18.78% in 2007, compared to
2006. Our international passenger capacity increased by 19.12% in
2007 compared with 2006. Qur international passenger ioad factor
decreased from 69.64% in 2006 to 69.44% in 2007. Our international
passenger yield increased from RMB0.58 in 2006 to RMB(.61 in 2007
per passenger-kilometer, reflecting increases in air fares.

We generate cargo and mail revenues from the transportation of
cargoe and mail on our designated cargo aircraft as well as from the
carriage of cargo and mail on our passenger aircraft. Revenues from
cargo and mail operations, which accounted for 13.50% of our total
traffic revenues in 2007, decreased by 2.48% from RMB5,625 million
in 2006 to RMBS,486 million in 2007. Qur cargo and mail traffic {as
measured in revenue freight tonne-kilometers, or RFTKs) increased
by 6.96% from 2,444 million RFTKs in 2006 to 2,614 million RFTKs in
2007. Our cargo and mail capacity (as measured in available freight
tonne-kilometers, or AFTKs) increased by 7.79% from 4,723 million
AFTKs in 2006 to 5,091 million AFTKs in 2007. Cargo yield decreased
from RMB2.30 in 2006 to RMB2.10 in 2007 per cargo tonne-kilometer
primarily due to fare decreases resulting from intensified market
competition.

Our other operating revenues are primarily generated from airport
ground services and ticket handling services. Airport ground services
include loading and unloading of cargo, aircraft cleaning and ground
transportation of cargo and passenger luggage for aircraft flying to
or from Honggiao Airport and Pudong International Airport. We are
currently the principal provider of airport ground services at both
Honggiao Airport and Pudong International Airport. Qur other
operating revenues increased by 19.18% from RMB1,569 million in
2006 to RMB1,870 million in 2007 due to the increase in ticket
refund charges and the revenue generated from airport ground
services.,

China Eastern Airlines Corporation Limited Annual Report 2007

BT ERA ST LEhEEMEIES
BAE32.06% B-BREREHARKE
89.95BTIME_ERBL+EMARE
112.75{8 7T « 11T 24.11% - EREEEFIEY
ARBEINEERAAREEHEERELR

RN EH - R EREBERSRNREH
EMR R EE AR ANEN - — BT+
FRRRETER UFEAREHE) L
EENELHT18.78% - NEA BB+
ENREBERERERENE —TRRELH
T719.12% © BB REHR_FFF
#169.64% NFEE — BT HE169.44% © B
BEBWHRR - TENEMARESS
ALAZ-_ZELTFHARK6T - R
BTEBKELH -

AEHNEBERATLTEZXREFBETE
HEERNEEFNERRBEEDEE
o BEBEE TR F(hREMEL
B AR3.50% A_BENFHARE
56. 25BN THREZZELEMARYE
54861870 - THET2.48% - E-TZ+
T AEBEHES (UAEYHELEHHE)
RoBRTRFEMN24. 44BN ABBINE =
BRLEFEN26.14{BMRE - BIRA
6.96% c SEEN (ATHEBM BT
YA -TRAFMNL.MEEMABENE
CET-HE50.91EENE - EMT
7.79% c BEWBRER "BENENAR
B30 THRE-ST-ENARE2.10
T o THENTEREIDBHSNEIEE
{E1g -

AEHMEMEFHRATEREHERE
MEERERE - WERSEEHESE -
A ot R B IR AR R SRR IR A
AR B SIEnE R B R REITEN
Hh B AR o ZNEH B AL STEEIE A
FAR BRI 2o EARAE R o Hith
RIGU A T8 519.18% + B _BTNEM
ARBIS6ETIAZ_BFTHENA
E¥18.7018m - DAREFEBERAE
BRASBU AL -




Operating Expenses. Qur total operating expenses increased by 4.96%
from RMB41,050 million in 2006 to RMB43,087 million in 2007
primarily due to our business expansion and a significant increase in
aviation fuel expenses resulting from increased fuel prices. Qur total
operating expenses as a percentage of our revenues decreased from
109.11% in 2006 to 101.32% in 2007.

Aviation fuel expenses increased by 11.08% from RMB13,609 million
in 2006 to RMB15,117 million in 2007. This increase was primarily a
result of rising fuel prices, the increase in flying hours and mileage
and our business expansion in 2007. In 2007, we consumed a total
of 2.55 million tonnes of aviation fuel, representing an increase of
9.53% compared to 2006. Compared to 2006, the weighted average
fuel prices paid by the Group in 2007 rose to RMB5,879 per tonne,
representing an increase of approximately 1.71%. Aviation fuel
expense accounted for 35.08% of our total operating expenses in
2007, as compared to 33.27% in 2006.

Aircraft operating lease expenses decreased by 3.52% from RMB2,955
million in 2006 to RMB2,851 million in 2007. The decrease was
mainly due to the expiry of operating leases of certain aircraft in
2007 and appreciation of the Renminbi against the US dollar. The
number of the aircraft operated by us increased from 205 as of 31
December 2006 to 223 as of 31 December 2007. Depreciation and
amortization expenses increased by 4.67% from RMB4,597 million in
2006 to RMB4,812 million in 2007 primarily due to the expansion of
the scale of the Group’s operation and the introduction of additional
aircraft.

Other operating leases amounted to RMB293 million, representing an
increase of 5.83% which was attributable to the increase in the
number of leased premises resulting from the addition of overseas
offices.

Wages, salaries and benefits increased by 22.31% from RMB3,538
million in 2006 to RMB4,327 million in 2007, primarily due to the
increase in the number of our employees following the expansion of
our core business operations, the improvement of basic salaries and
the increase in flying hour payments resulting from the increase in
pilots’ flying hours. The total number of our employees increased by
5.43% from 38,392 as of 31 December 31 2006 to 40,477 as of 31
December 2007.
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Take-off and landing charges, which accounted for 11.96% of our
total operating expenses in 2007, increased by 3.71% from RMB4,989
million in 2006 to RMB5,174 million in 2007 primarily due to the
expansion of our business and the increase in the number of our
flights, while partially offset by a decrease in the average take-off
and landing charges resulting from an increase in the number of
domestic flights. The number of our flights increased from
approximately 340,000 in 2006 to approximately 370,000 in 2007.

Aircraft maintenance expenses decreased by 9.63% from RMB2,647
million in 2006 to RMB2,392 million in 2007. This was principally
due to the timing of overhauls of aircraft under operating leases.

Food and beverage expenses increased by 4.04% from RMB1,188
million in 2006 to RMB1,236 million in 2007. This increase was
primarily due to a 11.76% increase in the number of passengers
carried from approximately 35.04 million in 2006 to approximately
3%.16 million in 2007.

Office, administration and other expenses increased by 8.90% from
RMB3,621 million in 2006 to RMB3,943 million in 2007 primarily
attributable to the Group’s business expansion, an increase in overseas
crew expenses, an increase in settlement fees due to flight delays
resulting from the additional number of flights and an increase in
relevant expenses due to the increase in the number of retiring
staff.

Selling and marketing expenses were RMB1,805 million, representing
an increase of 4.00% over the same period of 2006. This was due to
the increase in agency business handling fees and distribution system
service fees as a result of increase in the number of passengers
carried as well as an increase in the price of overseas distribution
systems.

Ground services and other charges increased by 38.47% from RMB162
million in 2006 to RMB224 million in 2007 primarily due to the
expansion of our logistics business and the increase in the jet fuel
price.

Civil aviation infrastructure levies increased by 12.23% from RMB696
millign in 2006 to RMB782 million in 2007.

The market price for certain aircraft and flight equipment classified
an non-current assets held for sale have been further decreased
during the year and hence impairment loss of RMB131 million was
recorded for the aircraft.
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Other Operating Income. The Group’s other operating income was
primarily generated from government subsidies and fair value gains
on financial instruments held by us. The net amount of our other
operating income increased from RMB424 million in 2006 to RMB605
million in 2007 primarily due to an increase in government subsidies
from RMB462 million in 2006 to RMB488 million in 2007. See Note 6
to our audited consolidated financial statements.

Finance Costs. The Group’s finance costs increased by 12.06% from
RMB1,766 million in 2006 to RMB1,979 million in 2007 primarily due
to interest expense of RMB732 million on finance lease obligations,
representing an increase of 23.68%, and the interest expense of
RMB1,629 million on loans from banks and other financial institutions,
representing an increase of 3.07% from that of 2006. However, the
above amounts were partly offset by the recognition of a net exchange
gain of RMB2,023 million arising on the retranslation of US dollar
denominated liabilities.

Net profit. As a result of the foregoing operating results, the net
profit attributable to shareholders was RMB269 million in 2007, as
compared to a net loss of RMB3,313 million in 2006.

Property, Plant and Equipment. The Group had approximately
RMB47,548 million of fixed assets as of 31 December 2007, including
aircraft, engines and flight equipment with a value of approximately
RMB43,036 million. Property, plant and equipment are initially
recognized at cost and are subsequently stated at revalued amount,
being their fair value at the date of revaluation less any subsequent
accumulated depreciation.

Valuation of property, plant and equipment is affected by market
conditions and global economic factors that are not within our control.

The determination of fair value requires significant judgment,
inctuding judgment on valuations by our management and/or by
independent professional appraisers. Qur Directors have reviewed the
carrying value of our property, plant and equipment as of 31 December
2007, An impairment loss of RMB131 million was recognised for
certain aircraft and related equipment reclassified to non-current
assets held for sale. Except for this amount, the value of other
assets are not materially different from their carrying amounts.
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LIQUIDITY AND CAPITAL RESOURCES

We typically finance our working capital requirements through a
combination of funds generated from operations and both short and
longer term bank loans. As a result, our liquidity could be adversely
affected to the extent there is a significant decrease in demand for
our services or if there is any delay in obtaining bank loans. As of
31 December 2006 and 2007, we had cash and cash equivalents of
RMB1,987 million and RMB1,655 million, respectively. In 2006 and
2007, our net cash inflows generated from operating activities were
RMB1,339 million and RMB2,695 million, respectively, while our net
cash outflows used in investment activities were RMB1,679 million
and RMB1,756 million, respectively. In the past two years, our primary
cash requirements for investment activities were related to our
acquisitions and upgrades of aircraft and flight equipment as well as
debt repayments.

In 2006 and 2007, advanced payments on acquisition of aircraft
were RMB7,669 million and RMB6,696 million, respectively, while
additions of aircraft and flight equipment were RMB4,561 million
and RMB3,737 million, respectively. We financed the additions to
our aircraft fleet and flight equipment primarily through lease
arrangements, bank loans and funds generated frem operations. Funds
generated from disposal of older aircraft and flight equipment and
other fixed assets and equipment (including by way of exchange)
totaled RMB328 million and RMB71 million in 2006 and 2007,
respectively. Our net cash inflow generated from financing activities
was RMB26,979 million in 2007, primarily from the proceeds from
bank loans.

We generally operate with a working capital deficit. As of 31 December
2007, our current tiabilities exceeded our current assets by RMB26,074
million. In comparison, our current liabilities exceeded our current
assets by RMB24,616 million as of 31 December 2006. The increase
in our current liabilities in 2007 was primarily due to the increase in
borrowings for payment of advances on aircraft and flight equipment,
other payables and accrued expenses, including accrued fuel cost,
accrued aircraft overhaul expenses and accrued salaries, wages and
benefits, and sales in advance of carriage. Short-term loans
outstanding totalled RMB13,176 million and RMB15,189 million as of
31 December 2006 and 2007, respectively. Long-term bank loans
outstanding totalled RMB14,932 million and RMB14,675 million as of
31 December 2006 and 2007, respectively. Long-term loans payable
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within two years, from three to five years and beyond five years
were RMB9,232 million, RMB4,217 million and RMB1,226 million,
respectively, as of 31 December 2007, as compared to RMB5,894
million, RMB7,560 million and RMB1,478 million, respectively, as of
31 December 2006. Total lease obligations outstanding under our
finance leases as of 31 December 2006 and 2007 were RMB11,949
million and RMB16,452 million, respectively. Our lease obligations
payable within two years, from three to five years and beyond five
years were RMB4,112 million, RMB4,205 million and RMBS,134 million,
respectively, as of 31 December 2007, as compared to RMB4,842
million, RMB2,602 million and RMB4,506 million, respectively, as of
31 December 2006.

We have, and in the future may continue to have, substantial debts.
As of 31 December 2006 and 2007, our long-term debt to equity
ratio was 7.7 and 8.6, respectively. The interest expenses associated
with these debts might impair our future profitability. We expect
that cash from operations and bank borrowings will be sufficient to
meet our operating cash flow requirements, although events that
materially affect our operating results can also have a negative
impact on liguidity. We have entered into credit facility agreements
with certain Chinese banks to meet our future working capital needs.
We have arranged, and we believe that we will continue to be able
to arrange, short-term bank loans with domestic and foreign-funded
banks in China as necessary to meet our working capital requirements.
However, our ability to obtain financing may be affected by our
financial position and leverage and credit ratings, as well as by
prevailing economic conditions and the cost of financing generally.
If we are unable to obtain financing for a significant portion of our
capital requirements, our ability to acquire new aircraft and to expand
our operations may be adversely affected.
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CAPITAL EXPENDITURES

Our aircraft orders as of 31 December 2007 included commitments to
acquire 39 aircraft to be delivered in 2008 and 2009. We expect our
capital expenditures for aircraft and related equipment, including
deposits, through 2010 to be in aggregate approximately RMBS50,853
million, including RMB17,127 million in 2008 and RMB15,057 million
in 2009, in each case subject to contractually stipulated increases or
any increase relating to inflation. We generally finance our purchase
of aircraft through finance leases and bank loans secured by our
assets. As of 31 December 2007, the total value of aur mortgaged
assets increased by 8.92%, from RMB9,110 million as of 31 December
2006 to RMB9,923 million as of 31 December 2007. Construction of
our facilities at the Pudong International Airpert and the purchase
of maintenance equipment and other property and equipment will
continue to require additional capital expenditures in 2008. We plan
to finance our other capital commitments through a combination of
funds generated from operations, existing credit facilities, bank loans,
leasing arrangements and other external financing arrangements.

CRITICAL ACCOUNTING POLICIES

Critical accounting policies are defined as those that are reflective
of significant judgments and uncertainties and potentially result in
materially different results under different assumptions and
conditions.

Our audited consolidated financial statements have been prepared in
accordance with IFRS. Qur principal accounting policies are set forth
in Note 2 to our audited consolidated financial statements. IFRS
requires that we adopt the accounting policies and make estimates
that our Directors believe are most appropriate in the circumstances
for the purposes of giving a true and fair view of our results and
financial position. However, different policies, estimates and
assumptions in critical areas could lead to materially different results.
The eritical accounting policies adopted and estimates made in the
preparation of these financial statements are identified as follows:

Estimated impairment of goodwill - We test annually whether goodwill
has been impaired in accardance with the accounting policy stated
in Note 2(l) to our audited consolidated financial statements. The
recoverable amounts of cash generating units have been determined
based on value-in-use calculations. These calculations require the
use of estimates (see Note 16 to our audited consolidated financial
statements). In 2007, after reviewing the business environment as
well as our objectives and past performance, management concluded
that there was no material impairment of goodwill.
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Estimated impairment of property, plant and equipment - We have
made substantial investments in tangible long-lived assets. We
conduct impairment reviews of these assets whenever events or
changes in circumstances indicate that their carrying amounts may
not be recoverable,

Determining whether an asset is impaired requires significant
judgment, including our estimates of the future cash flows attributable
to the asset and the appropriate discount rate. If different judgments
or estimates had been utilized, material differences could have
resulted in the amount and timing of the impairment charge, if any.

As discussed in Note 2(m} to our audited consolidated financial
statements, property, plant and equipment is initially recognized at
cost and is subsequently stated at fair value, based on periodic
valuations less subsequent accumulated depreciation. If the
subsequent fair value differ materially from carrying amounts, the
carrying amounts will be adjusted to the fair value. Their recorded
value is impacted by management judgment, including valuations
performed by management and/or independent professional valuers,
estimates of useful lives, residual values and impairment charges. If
different judgments or estimates had been utilised, material
differences could have resulted in the amount of revaluation and
related depreciation charges.
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Revenue recognition - As discussed in Note 2(f}, passenger, cargo
and mail revenues are recognized as traffic revenues when the
transportation services are provided. The value of unused passenger
tickets is included in current tiabilities as sales in advance of carriage.
Unused tickets are recognized in traffic revenues based on current
estimates. Management periodically evaluates the balance of the
sales in advance of carriage account and records any adjustments,
which can be material, in the period the evaluation is completed.
These adjustments result from differences between the estimates of
certain revenue transactions, the timing of recegnizing revenue for
any unused air tickets and the related sales price, and are impacted
by various factors, including a comp'lex pricing structure and interline
agreements throughout the industry, which affect the timing of
revenue recognition.

Maintenance and overhaul costs - In respect of aircraft under
operating leases, the Group has the responsibility to fulfil certain
return conditions under relevant leases. Provision for the estimated
cost of these return condition checks in made on a straight line
basis over the term of the leases.

In respect of aircraft and engines owned by our Company or held
under finance leases, costs of overhaul are capitalized as a compenent
of property, plant and equipment and are depreciated over the
appropriate maintenance cycles. Upon completion of an overhaul,
any remaining carrying amount of the cost of the previous overhaul
is derecognised and charged to the income statement.
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Retirement benefits - We participate in defined contribution
retirement schemes organized by the municipal governments of
respective provinces. We also operate and maintain defined retirement
benefit plans which provides retirees with benefits including
transportation subsidies, social activity subsidies as well as other
welfare. As discussed in Note 2(w) to our audited consolidated
financial statements, the cost of providing the aforementioned
benefits in the defined retirement benefit plans is actuarially
determined and recognized over the employees’ service period by
utilizing various actuarial assumptions and using the projected unit
credit method, These assumptions include, without limitation, the
selection of discount rate, annual rate of increase of per capita
benefit payment and employee turnover rate. The discount rate is
based on management’s review of local high quality corporate bonds.
The annual rate of increase of benefit payment is based on the
general local economic conditions. The employee turnover rate is
based on historical trends in our Company. See Note 34 to our
audited consolidated financial statements for additional information
regarding the retirement benefit plans.

Deferred taxation - While deferred tax liabilities are provided in full
on all taxable temporary differences, deferred tax assets are recognized
only to the extent that it is probable that future taxable profit will
be available against which the temporary differences can be utilized.
In assessing the amount of deferred tax assets that need to be
recognized, we consider future taxable income and ongoing prudent
and feasible tax planning strategies. In the event that our estimates
of projected future taxable income and benefits from available tax
strategies are changed, or changes in current tax requlations are
enacted that would impact the timing or extent of our ability te
utilize the tax benefits of net operating loss carried forward in the
future, adjustments to the recorded amount of net deferred tax
assets and taxation expense are made.

Current tax - We make provision for current tax based on the estimated
income tax liabilities. The estimated income tax liabilities are
primarily computed based on the tax filings as prepared by our
Company and based on management’s interpretation of relevant tax
rulings.
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FOREIGN CURRENCY TRANSACTIONS

We have debts denominated in U.S. dollars, Japanese yen or Euro in
addition to our debts denominated in Renminbi. We generate a
significant amount of foreign currency revenues, including U.S. dollars,
Japanese yen, Euro, Korean won, Hong Kong dollars, Singapore dollars,
Australian dollars, and Thai Baht, from ticket sales made in overseas
offices. Pursuant to current foreign exchange requlations in China,
we may retain our foreign currency earnings subject to the approval
of SAFE. We have also designated certain personnel to manage the
foreign currency risks through forward foreign exchange contracts.
We use interest rate swaps to reduce risks related to changes in
market interest rates. As of 31 December 2007, the notional amount
of the outstanding interest rate swap agreements was approximately
US$624 million, compared to US$631 mitlion as of 31 December
2006. These interest rate swap agreements will expire between 2008
and 2016. In addition, we use currency forward contracts to reduce
risks related to changes in currency exchange rates in respect of
ticket sales and expenses denominated in foreign currencies. As of
31 December 2007, the notional amount of the outstanding currency
forward contracts was approximately US$32 million, which was the
same as of 31 December 2006.

Pursuant to IFRS, our monetary assets and liabilities denominated in
foreign currencies are required to be translated into Renminbi at the
year end at exchange rates announced by the People’s Bank of China,
The net exchange gains or losses are recognized and reflected in the
income statement for the relevant year. Any fluctuation of the
exchange rates between Renminbi and foreign currencies may
materially adversely affect our financial condition and results of
operations. Primarily due to an appreciation of Renminhi against
certain foreign currencies including the U.S. dollar, Japanese yen
and Euro following the measures introduced by the PRC government
in July 2005 to reform the Renminbi exchange rate regime, we
recognized a net exchange gain of RMB2,023 million in 2007,
compared to a net exchange gain of RMB888 million in 2006.

TAXATION

We are subject to income tax at the rate of 15%. Our effective tax
rate, however, may be higher than the rate of 15% because some of
our subsidiaries were incorporated in jurisdictions where the applicable
income tax rate is 33% rather than 15%. We had carried forward tax
losses of approximately RMB5,849 million and RMB5,380 million as
of 31 December 2006 and 2007, which can be used to set off against
future taxable income before 2008 and 2012, respectively.
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The Board of the Company is pleased to present the audited financial
report of the Company and its subsidiaries (“the Group”} for the year
ended 31 December 2007.

GROUP ACTIVITIES AND RESULTS

The Company is one of the three largest air carriers in the PRC based
on tonne-kilometres and number of passengers carried in 2007 and
is the primary air carrier serving Shanghai, the largest economic,
trading and financial centre of the PRC. The results of the Group for
the year ended 31 December 2007 and the financial position of the
Company and the Group as at that date, prepared in accordance with
International Financial Reporting Standards (“IFRS”) and PRC
Accounting Regulations, are set out in the financial statements.

Details of the Company’s principal subsidiaries are set out in note 20
to the financial statements prepared in accordance with IFRS.

The geographical analysis of the Group’s revenue from its principal
business is as fotlows:
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PRC Accounting

Regulations IFRS

pEARANE B B

i ER B i 4R 5 2 Al

(RMB'000) (RMB'000)

AE¥T T ARETT

Domestic F A 24,756,841 24,125,288
Hong Kong Special Administrative HEBRAITR IR

Region (“Hong Kong”) (I&5&D 2,751,386 2,694,857

International B 16,020,334 15,701,081

Total 8t 43,528,561 42,521,226

DIVIDENDS

As at 31 December 2007, according to the financial statements
prepared in accordance with PRC Accounting Regulations, the total
accumulated losses of the Company in the year 2007 amounted to
RMB-2,699 million. The Board of the Company does not recommend
payment of any dividend for the financial year ended 31 December
2007. The Company will not convert funds from the common reserve
to increase its share capital during this peried.
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SHARE CAPITAL STRUCTURE

The Share Reform Plan of the Company was approved in the relevant
shareholders’ meeting of the holders of A shares of the Share Reform
Plan of the Company held on 18 December 2006, and the trading in
the A shares was resumed on 12 January 2007. After the completion
of the Share Reform, the change in the shareholding structure was
as follows:

BRAEER

RERESBRBEFRECB_TTNEFE+
ZA+N\REBHNBRES TRFEARTS
EEREEAEREBE  YR-FFLF
— A+ BHEARTSHERR S - Rl
A - AAFMRAREHRER

Approximate

Total number percentage of

of Shares shareholding (%)
NGB
gvid R e (%)
1. A shares AR%

{a) Listed shares with trading (a) AREKH
moratorium R 2,904,000,000 59.67

(b) Listed shares without trading (a) EMRE R
moratorium B 396,000,000 8.13
2. H shares HA% 1,566,950,000 32.20
3. Total number of shares A% 17 48 ¥ 4,866,950,000 100.00

For details of the Share Reform, please see the paragraph headed
“Share Reform” below.

SHARE REFORM

Pursuant to the “Guidelines for Promoting the Reform and Opening-
up and Sustained Development of the Capital Market” promulgated
by the State Council of the PRC and the provisions of relevant
regulations promulgated by China Securities Requlatory Commission
{"CSRC™), the Company published the “Indicative Announcement in
Relation to Share Reform” on 20 November 2006 and the shares of
the Company were suspended from trading for implementation of the
Share Reform; the “Announcement on the Share Reform Proposal
Plan” was published on 22 November 2006; the “Announcement on
the Revised Share Reform Plan” was published on 1 December 2006;
the “Revised Share Reform Plan approved by the State-owned Assets
Supervision and Administration Commission” was published on 13
December 2006, On 18 December 2006, the Company convened the
Relevant Shareholders’ Meeting of A Share Market in relation to the
Share Reform to approve the Revised Share Reform Plan of the
Company, and the “Announcement on the Results of the Relevant
Shareholders’ Meeting in Relation to Share Reform” was published on
the following day; the “Share Reform Proposal Approved by the
Ministry of Commerce” was published on 5 January 2007. On 9 January
2007, the Company published the “Announcement on Implementation
of Share Reform Plan”.
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Each holder of circulating A shares of the Company whose name
appeared on the register of members on 10 January 2007 was offered
3.2 shares as a consideration by China Eastern Air Holding Company
(“CEA Holding”) for every 10 circulating A shares held by it. The
original non-circulating shares held by CEA Holding were granted
the status of listing from 12 January 2007. However, there is currently
no real circulation of shares due to the trading moratorium.

Other than statutory undertakings, CEA Holding undertook that it
would not engage in the trading of the non-circulating shares held
by it within 36 months from the day of granting listing status of
non-circulating shares of the Company.

For details, please refer to the related announcements published by
the Company.

NUMBER OF SHAREHOLDERS

As at 31 December 2007, the total number of registered shareholders
of the Company was 168,466, of which 167,709 are holders of A
shares (including unlisted State-owned legal person shares and listed
A shares), and 757 are holders of H shares.
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SUBSTANTIAL SHAREHOLDERS

So far as the Directors are aware, each of the following persons, not
being a Director, chief executive, supervisor of the Company
(“Supervisor”) or member of the Company’s senior management, had,
as at 31 December 2007, an interest and/or short position in the
Company's shares or underlying shares (as the case may be) which
would fall to be disclosed to the Company and The Stock Exchange
of Hong Kong Limited (the “Hong Kong Stock Exchange”) under the
provisions of Divisions 2 and 3 of Part XV of the Securities and
Futures Ordinance (the “SFO”), or was otherwise, as at 31 December
2007, interested in 5% or more of any class of the then issued share
capital of the Company, or was otherwise, as at 31 December 2007, a
substantial shareholder (as defined in the Rules Gaverning the Listing
of Securities on The Stock Exchange of Hong Kong Limited {(“Listing
Rules”)) of the Company:

Approximate
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Interest

As at 31 December 2007

Ri
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Approximate Approximate
percentage percentage

percentage
shareholding in
the Company's

shareholding in
the Company's

shareholding in
the Company’s

Name of Nature of Number of total issued total issued total issued
shareholder shares held shares held share capital A shares H shares  Short positien
CRTA ERTAR ERTHR
BAfRE ApGER aARRA
BEREH g g b BRERR 14 tH b4 #R
CEA Holding A shares 2,904,000,000 59.67% 88% - -
RHRE AR
Singapore Airlines A shares 2,913,999,969 59.87% 88.3% - -
Limited {Note 1)
FhEMELe (HE) AR
Temasek Holdings A shares 2,913,999,969 59.87% 88.3% - -
(Private} Limited
(Note 1)
(HiiE1) AR
(EA Holding (Note 2} B shares 2,984,850,000 61.33% - 160.49% -
RHED(HH2) KR
Singapore Airlines H shares 2,984,850,000 61.33% - 150.49% -
Limited (Note 2)
NRREAE (Kit2)  HR
Temasek Holdings i shares 2,984,850,000 61.33% - 190.49% -
{Private) Limited
(Note 2)
(Hi2) HE&
HKSCC Nominees H shares 1,544,484,799 31.73% - 98.57% -
Limited (Notes 3 to §)
EERREE HER
REA)ARAA
(#83%8)
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Notes:

Based on the information available to the Directors as at 31 December 2007
(including such information as was available on the website of the Hong
Kong Stock Exchange)} and so far as they are aware and understand, as at 31
December 2007:

1. Pursuant to section 317 and 318 of the SFO, by wvirtue of the
Shareholders Agreement entered into between CEA Helding, Singapore
Airlines Limited (“SIA™) and Lentor Investments Pte. Ltd. (“Temasek”),
(i) SIA and Temasek Holdings (Private) Limited are deemed to be
interested in the 2,%04,000,000 A shares (representing approximately
88% of the then total issued A shares) held by CEA Holding in the
capacity of beneficial owner and (ii) SIA and Temasek Holdings (Private)
Limited are alse deemed to be interested in the 9,999,969 A shares
(representing approximately 0.30% of the then total issued A shares)
deemed to be interested by Temasek Holdings (Private) Limited. Such
9,999,969 A shares were held by Temasek Fullerton Alpha Pte. Ltd. in
the capacity of beneficial owner, which in turn was 100% held by
Fullerton {Private) Limited, which in turn was ultimately 100% held by
Temasek Haoldings (Private) Limited.

2. Pursuant to sections 317 and 318 of the SFD, by virtue of the
Shareholders Agreement entered into between CEA Holding, SIA and
Temasek, each of CEA Holding, SIA and Temasek Holdings (Private)
Limited is deemed to be interested in all of the 2,984,850,000 H
shares of the Company being the total of (i) 1,100,418,000 H shares
deemed to be interested by CEA Holding, (ii) 1,235,005,263 H shares
deemed to be interested by SIA, and (iii} 649,426,737 H shares deemed
to be interested by Temasek Holdings (Private} Limited.

3.  Among the 1,544,484,799 H shares held by HKSCC Nominees Limited,
189,078,000 H shares (representing approximately 12.07% of the
Company's then total issued H shares) were held by China National
Aviation Corporation (Group) Limited in the capacity of beneficial owner,
which in turn was ultimately 100% controlled by China National Aviation
Holding Company.

4. Among the 1,544,484,799 H shares held by HKSCC Nominees Limited,
78,652,000 H shares {representing approximately 5.02% of the Company's
then total issued H shares} were held by Citadel Equity Fund Ltd. in
the capacity of beneficial owner, which in turn was 100% controlled by
Citadel Holdings Ltd., which in turn was ultimately 80.45% controlled
by Citadel Kensington Global Strategies Fund Limited.
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Among the 1,544,484,799 H shares held by HKSCC Nominees Limited,
78,652,000 H shares (representing approximately 5.02% of the Company's
then total issued H shares) were held by Citadel Limited Partnership in
the capacity of beneficial owner, which in turn was ultimately 100%
controlled by Citadel Investment Group, LLC.

Among the 1,544,484,799 H shares held by HKSCC Nominees Limited,
78,652,000 H shares (representing approximately 5.02% of the Company's
then total issued H shares} were held by Citadel Investment Group
(Hong Kong) Limited in the capacity of beneficial owner, which in turn
was ultimately 100% controlled by Citadel Investment Group, LLC.

Among the 1,544,484,799 H shares held by HKSCC Nominees Limited,
Barclays PLC had, through controlled corporations, an interest in an
aggregate of 94,154,370 H shares of the Company (representing
approximately 6.01% of the Company's then total issued H shares).
Barclays PLC was interested in the aforesaid 94,154,370 H shares of
the Company in the manner as follows:

(a) 348,970 H shares (representing approximately 0.02% of the
Company’s then total issued H shares) were held by Barclays Global
Investors Ltd in the capacity of beneficial owner, which in turn
was 100% controlled by Barclays Global Investors UK Holdings
Limited, which in turn was 92.3% controlied by Barclays Bank
PLC, which in turn was ultimately 100% controlled by Barclays
PLC;

{(b) 6,798,000 H shares (representing approximately 0.43% of the
Company’s then total issued H shares) were held by Barclays Global
Investors, N.A. in the capacity of beneficial owner, which in turn
was 100% controlled by Barclays California Corporation, which in
turn was 100% controlled by Barclays Global Investors Finance
Limited, which in turn was 100% controtled by Barclays Global
Investors UK Holdings Limited, which in turn was 92.3% controlled
by Barclays Bank PLC, which in turn was ultimately 100% controlled
by Barclays PLC; and

HEBEPREE (RBA)ERARRES
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5.02%) A Citadel Limited Partnershiptl 7§
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HEBEFREAR (REA)BRARFE
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(c) 87,007,400 H shares (representing approximately 5.55% of the
Company’s then total issued H shares) were held by Barclays Global
Fund Advisors in the capacity of beneficial owner, which in turn
was 100% controlled by Barclays Global Investors, N.A., which in
turn was 100% controlled by Barclays California Corporation, which
in turn was 100% controlled by Barclays Global Investors Finance
Limited, which in turn was 100% controlled by Barclays Global
Investors UK Holdings Limited, which in turn was 92.3% controlled
by Barclays Bank PLC, which in turn was ultimately 100% controlled
by Barclays PLC.

8. Among the 1,544,484,792 H shares hetd by HKSCC Nominees Limited,
78,553,400 H shares (representing approximately 5.01% of the Company's
then total issued H shares) were held by INVESCO Hong Kong Limited
{previously known as INVESCO Asia Limited) in the capacity of investment
manager.

Save as disclosed above and so far as the Directors are aware, as at 31
December 2007, among the 1,544,484,799 H shares held by HKSCC Nominees
Limited, no other person had any interest or short position in the Company's
shares or underlying shares {as the case may be) which would fall to be
disctosed to the Company and the Hong Kong Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the SFOQ.
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According to the relevant disclosure requirements laid down by the
CSRC, as at the end of the reporting period, the 10 largest registered
shareholders and the 10 largest registered listed stock shareholders
on the register of members and their respective shareholdings are as

follows:

The 10 largest registered shareholders of the Company and

their respective shareholdings

BETPEAREIREHEEEELEE
REBEERTE  HEHR  ARRER
PRI EAMAN0R LR ERAN0E LA
MR OREFRERNT

FLARA0BTBRRFRER

Increase/
(Decrease}  Sharehelding Charged or
Name of in shareholiding at the end  Percentage Type of locked-up  Nature of
shareholders in the year of year (%) shares shares  shares held
o EEY
BHEER FENEE SRASRER (%) KREEH WROEE RO#H
1 CHINA EASTERN AIR HOLDING -96,000,000  2,904,000,000 59.6678 listed (subject to G A shares (subject to
COMPANY moratorium) moratorium})
TREARTEERRA Band(Reg) AR (B E)
2 HKSCC NOMINEES LIMITED 5,034,500  1,544,484,799 31.7341  listed Unknown  H shares
EBPREE(REA) 2Rd £ OHE
ER AT
3 BANEBESREED 10,829,036 10,829,036 0.2225  listed Unknown A shares
BERA A AR
4 EIBR & B — HSBC— TEMASEK 9,999,969 9,949,969 0.2055  listed Unknown A shares
FULLERTON ALPHA PTE LTD 2l K@ AR
» ABERREES 6,042,224 6,042,224 0.1241  listed Unknown A shares
2 it i xH AR
6 TEERET-FRELH 5,235,008 5,235,008 0.1076 listed Unkaown A shares
BRRFMAHREALES iRl x4 AR
7 UBS AG 3,600,000 3,600,000 0.0740  listed Unknown A shares
[ ] ®A AR
8§ HERT-FERZF300 3,199,979 3,199,979 0.0658 listed Unknown A shares
EHEHEERS gkl x4 AR
9 PHERBT-RBHEBRTES 3,000,000 3,000,000 0.0616 listed Unknown A shares
RRBHBELES BiRi A AR
10 PEREET-HEER 2,499,081 2,499,981 0.0514 listed Unknown A shares
BRURSHRELS gl A AR

Description of any related party or concert party relationship among
the 10 largest shareholders: The Company is not aware of any related
party or concert party relationship among the above shareholders.
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The 10 largest registered listed stock shareholders of the
Company and their respective shareholdings

Name of shareholders

REER

Fit+ELaRBERRRRRER

Shareholding of
listed stocks at
the end of year

Nature of
shares held

HKSCC NOMINEES LIMITED

ERPREHE(RBA)ARLQA

RENEEBASFREES

Bl #2 & Bb-HSBC-TEMASEK FULLERTON
ALPHA PTE LTD

AEBHEEES

b EERBT-PELAMBER
ERBHICEES

UBS AG

MERT-EERFRIEEESF
REES

PRBERET -—XRREEES

TEERRT-EEEEERIEE
BHELEHESE

WHEHREES

FXKGE
REENEE S
1,544,484,799 H sharesf%
10,829,036 A sharesfi&
9,999,969 A sharesf%
6,042,224 A shares#
5,235,008 A sharesf%
3,600,000 A sharesh%
3,199,979 A sharesh%
3,000,000 A sharesfls
2,499,981 A sharesfg
2,499,956 A sharesfg

Description of any related party or concert party relationship among
the 10 largest listed stock shareholders: The Company is not aware
of any related party or concert party relationship among the above
listed stock shareholders.

CONTROLLING SHAREHOLDER

There has been no change in the Company's controlling shareholder
in the year.

CEA Holding is the parent company of the Company and its registered
capital amounts to RMB2,558,441,000. Mr. Li Fenghua is the legal
representative of CEA Holding. CEA Holding’s scope of business
includes manage all State-owned assets and State-owned equity of
its group and its investment enterprises which are formed by State
jnvestment., As at 31 December 2007, no share of the Company held
by CEA Holding was pledged.
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PURCHASE, SALE OR REDEMPTION OF SECURITIES

Save as otherwise disclosed, during the year ended 31 December
2007, neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of its listed securities (“securities” having the
meaning ascribed thereto under paragraph 1 of Appendix 16 to the
Listing Rules), without taking into account any issue of new securities.

SIGNIFICANT DIFFERENCES BETWEEN THE CORPORATE
GOVERNANCE PRACTICES OF THE COMPANY AND THE
CORPORATE GOVERNANCE PRACTICES REQUIRED TO BE
FOLLOWED BY U.S. COMPANIES UNDER THE NEW YORK
STOCK EXCHANGE'S LISTING STANDARDS

As a company incorporated in the PRC and listed on the Shanghai
Stock Exchange, the Hong Kong Stock Exchange and the New York
Stock Exchange (the “NYSE"), the Company is subject to not only
applicable PRC laws and regulations, including the PRC Company
Law, the PRC Securities Law, the Corporate Governance Standards for
Listed Companies and Guidance Opinions regarding the Establishment
of the Independent Director System in Listed Companies (the
“Independent Director Guidance”), bhut also Hong Kong laws and
requlations, including the Listing Rules, the Companies Ordinance
and the SFO, as well as applicable U.5. Federal securities laws and
regulations, including the U.S. Securities Exchange Act of 1934
including amendments and the Sarbanes-Oxley Act of 2002. The
Company is also subject to the listing standards of the NYSE to the
extent they apply to non-U.5, issuers. The Company is not required
to completely comply with all of the corporate governance listing
standards of the NYSE.

In accordance with the requirements of Section 303A.11 of the NYSE
Listed Company Manual, the following is a summary of the significant
differences between the Company’s corporate governance practices
and those required to be followed by U.S5. companies under the
NYSE's listing standards.

Section 303A.01 of the NYSE Listed Company Manual provides that
listed companies must have a majority of independent Directors. As
a company listed in the PRC, the Company is subject to the
requirement under the Independent Director Guidance that at least
one-third of the Board of the Company be independent as determined
thereunder. As a company listed in Hong Kong, the Company is also
subject to the requirement under the Listing Rules that at least
three members of the Board of the Company shall be independent,
and at least one of whom must have appropriate professional
qualifications or accounting or related financial management
expertise. The Company currently has five independent Directors out
of a total of ten Directors. The standards for establishing
independence set forth under either the Independent Director
Guidance or the Listing Rules differ from those set forth in the NYSE
Listed Company Manual.
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Section 303A.03 of the NYSE Listed Company Manual provides that
listed companies must schedule regular executive sessions in which
non-management directors meet without management participation,
The Company is not required, under either the applicable PRC law or
the applicable Hong Kong law, to hold such executive sessions.

Section 303A.04 of the NYSE Listed Company Manual provides that
listed companies must have a nominating/corporate governance
committee composed entirely of independent directors. Currently,
the Company does not have a nominating/corporate governance
committee. The Company can choose to have one but is not required
to have such a committee under either the applicable PRC law or
Hong Kong law. Section 303A.04 of the NYSE Listed Company Manual
also provides that the nominating/corporate governance committee
of a listed company must have a written charter that addresses the
committee’s purpose and responsibilities, which include, among
others, the development and recommendation of corporate governance
guidelines to the listed company’s board of directors. The Board of
the Company is directly responsible for developing the Company's
corporate governance guidelines.

Section 303A.05 of the NYSE Listed Company Manual provides that
listed companies must have a compensation committee composed
entirely of independent directors. The remuneration and appraisal
committee of the Company is composed of two independent non-
executive Directors and one non-executive Director.

Section 303A.10 of the NYSE Listed Company Manual provides that
listed companies must adopt and disclose a code of business conduct
and ethics for directors, officers and employees. As required under
the Sarbanes-Oxley Act of 2002, the Company has adopted a code of
ethics that is applicable to the Company’s Directors, Supervisors,
President, Chief Financial Officer and other senior managers.

PRE-EMPTIVE RIGHTS

Under the articles of association of the Company and the PRC laws,
no pre-emptive rights exist which require the Company to offer new
shares to existing shareholders on a pro rata basis.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors as at the latest practicable
date prior to the issue of this annual report, the Directors believe
that the Company has at all times during the year ended 31 December
2007 maintained the relevant applicable minimum percentage of
listed securities as prescribed by Rule 8.08 of the Listing Rules.
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SHAREHOLDINGS OF DIRECTORS, SUPERVISORS AND ES -EEREREEAEBRR
SENIOR MANAGEMENT &
Names, relevant information of and shares held by the Directors, the FREHE_TE+F+_A=+T—RHE
Supervisors and members of senior management of the Company R ERERRfTRASHSE BHER
during the year and as at 31 December 2007 are as follows: BFRERMT - '
Number of listed
A shares of the Capacity in Effective date and
Company held - which the expiry date of
Name Position Age personal interest A shares were held appointment
BREALT
B AR
A B i R -EARRE FREEAR 5 & TRELEH
Li Fenghua Chairman, Non-executive Director 58 6,600 (Notel) Beneficial Qwner June 2007-June 2010
THE EER EWTES 6,600{#&1) BHEBERA 2007.6-2010.6
Li Jun Vice Chairman, 55 0 - June 2007-June 2010
® E Non-executive Director - 2007.6-2010.6
BIEER  FHTES
Luo Chaogeng Non-executive Director 58 6,600 (Notel) Beneficial Owner June 2007-June 2010
BUR EHTES 6,600 (¥ 1) BEREA 2007.6-2010.6
Cao Jianxiong  Executive Director, President 49 7,656 (Note2) Beneficial Owner June 2007-June 2010
[J-2: BITEHE  #F8 7,656 (i #2) ERHEAA 2007.6-2010.6
Luo Zhuping Executive Directoy, 55 11,616 {Note3) Beneficiat Owner June 2007-June 2010
BT Company Secretary 11,616 (3 123) EXEEA 2007.6-2010.6
BITHS - REIWE
Hu Honggao Independent Non-executive 54 it - June 2007-June 2010
H5E Director 2007.6-2010.6
BUFRTES
Pater Lok Independent Non-executive 71 0 - June 2007-June 2010
L e Director 2007.6-2010.6
BUFHTES
Wu Baiwang Independent Non-executive 65 0 - June 2007-June 2010
REHE Director 2007.6-2010.6
BUEMTES
Zhou Ruijin Independent Non-executive 69 0 - June 2007-June 2010
A&g Director 2007.6-2010.6
BUFATES
Xie Rong Independent Non-executive 56 0 - June 2007-June 2010
S Director 2007.6-2010.6

BUFNTES

PRNGFHRERMHRLE —SBLEFH
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Number of listed
A shares of the
Company held -

Capacity in
which the

Effective date and
expiry date of

Name Position Age personal interest A shares were held appointment
Fi&am
mBAR
2] BE 8 BRE-BARR AR & EHELAR
Liu Jiangbo Chairman of the 58 6 - June 2007-June 2010
BITE Supervisory Committee 2007.6-2010.6
EEgIR
Xu Zhao Supervisor 39 0 - June 2007-June 2010
" % ES 2007.6-2010.6
Wang Taoying Supervisor 55 0 - June 2007-June 2010
IHR EF 2007.6-2010.6
Yang Jie Supervisor 38 6,600 (Notel) Beneficial Owner June 2007-June 2010
B R KX 6,600 (Fx #1) R#EfEEA 2007.6-2010.6
Liu Jiashun Supervisor 51 3,960 (Noted) Beneficial Qwnar June 2007-June 2010
tiEY EX 3,960 (3E124) BaEEEA 2007.6-2010.6
Zhang Jianzhong Vice President 53 ¢ - June 2007-June 2010
wEP glaE 2007.6-2010.6
Li Yangmin VYice President 45 3,960 {Note4) Beneficial Owner June 2007-June 2010
FER El@ige 3,960 (F#4) REEEA 2007.6-2010.6
Fan Ru Vice President 59 3,696 (Note5) Beneficial Owner June 2007-June 2010
# BageE 3,696 (& f#5) BaEEA 2007.6-2010.6
Luo Weide Chief Financial Officer 52 3,960 (Note4) Beneficial Owner June 2007-June 2010
BEE FmE 3,960 (H184) Bu@EEA 2007.6-2010.6
Note 1: representing approximately 0.0002% of the Company’s total issued it EARFRRN-ERtF A=+
listed A shares as at 31 December 2007 BB BT RAR 2 8 4Y0.0002%
Note 2: representing approximately 0.000232% of the Company’s total issued g2 EARAFR BB F A=+ —
listed A shares as at 31 December 2007 BB T RARY 48 B £90.000232%
Note 3: representing approximately 0.000352% of the Company’s total issued HiEy . GFRARR-ERLE+A=1+—
listed A shares as at 31 December 2007 BEBiTmiBAR 2 £0.000352%
Note 4: representing approximately 0.00012% of the Company's total issued HIE4 D (ERARMNCZBRREF+_A=1+—
listed A shares as at 31 December 2007 BEZITBARR BB £0.00012%
Note 5: representing approximately 0.000112% of the Company’s total issued s . hERARIR_BRtE+-A=1—

listed A shares as at 31 December 2007
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As at the date of this report, brief biographical details in respect of
each of the Directors, Supervisors and senior management officers of
the Company are as follows:

Mr. Li Fenghua is the incumbent Chairman of the Board of the
Company, and also the president and deputy party secretary of CEA
Holding. Mr. Li joined the civil aviation industry in 1968 and was
deputy head, and subsequently became head, of the 26th Fleet of
the CAAC from 1987 to 1992, From 1992 to 1996, Mr. Li served as
vice president, and then became president, of the Hubei Branch of
China Southern Airlines (Group). Since 1996, he became vice president
of China Southern Airlines Company Limited and vice president of
China Southern Airlines (Group). In 2000, Mr. Li became party
secretary and vice president of China Southern Airlines Company
Limited. From October 2002 to September 2004, he served as the
president of the Company and vice president of CEA Holding. In
September 2004, he became president and deputy party secretary of
CEA Holding. Mr. Li graduated from the China Civil Aviation Senior
Aviation School and holds the title of First Class Pilot.

Mr. Ui Jun is currently the Vice Chairman of the Board of the Company
and the party secretary of CEA Holding. Mr. Li joined the civil aviation
industry in 1972, Since 1977, Mr. Li served as officer in the Political
Department and office secretary of CAAC. Mr. Li served as person-in-
charge of Policy Research Department in the Civil Aviation Bureau in
1984, deputy director of Policy Research Department in the Civil
Aviation Bureau in 1986, deputy manager of Planning Department in
CAAC in 1989, manager of Planning Department in CAAC in 1994,
director of the General Office in CAAC in 1996, manager of Personnel
Education Department in CAAC in 2000, and deputy head and party
committee member of CAAC in 2001. Since 2006, Mr. Li has served as
party secretary of CEA holding. Mr. Li graduated from the Party
School of the Central Committee of the C.P.C. and holds a bachelor
degree of Economic Management and is a qualified Economist.
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Mr. Luo Chaogeng is currently an Executive Director of the Company.
Mr. Luo joined the civil aviation industry in 1970. Mr. Luo was a
flight mechanic of the instructing team of the Lanzhou Civil Aviation
Administration Bureau from August 1970 to August 1972. From August
1972 to March 1989, he was the flight mechanic and vice instructor
of the 8th Civil Aviation Flight Team. From March 1989 to August
1994, he was the deputy commissar, commissar and party secretary
of the Xi'an Flight Team of China Northwest Airlines. From August
1994 to October 1996, he was the party secretary of the aircraft
maintenance plant of China Northwest Airlines. From October 1996
to March 1997, he was the party secretary and deputy general manager
of the aircraft maintenance base of China Northwest Airlines. From
March 1997 to December 2000, he was the deputy director of the
Civil Aviation Administration Bureau of China Northwest Airlines.
From December 2000 to November 2001, Mr. Luo was the general
manager of Yunnan Airlines and the director and deputy party
secretary of Civil Aviation Administration Bureau of Yunnan. From
November 2001 to September 2002, he was the general manager and
deputy party secrvetary of Yunnan Airlines. From September 2002 to
present, he has been the party constitution member and vice president
of CEA Holding. From September 2002 to September 2004, he has
also been serving concurrently as the general manager of Yunnan
Airlines of CEA Holding. From September 2004 to the present, he has
heen the party constitution member and vice president of China
Eastern Air Holding Company, and from September 2004 to October
2006 was President and deputy party secretary of China Eastern
Airtines Corporation Limited. From September 1998 to June 2001,
Mr. Luo attended the postgraduate course in economics and
management for incumbent leading cadres of Shaanxi Province at
the Central Party School. Mr. Luo has first class competency in flight
mechanics.

Mr. Cao Jianxiong is the Company’s president and is currently an
Executive Director. Mr. Cao joined the civil aviation industry in
1982. From 1992, he served as president of Shanghai Eastern Airlines
Development Company and in 1994 he became president of Eastern
Airlines Futures Brokerage Company. In early 1996 he served as
assistant president of the Company. From 1997, he served as vice
president and chief financial officer of the Company. Since December
1999, he has served as vice president of CEA Group. Since October
2002, he served as vice president of CEA Holding, and he also was
the party secretary of China Eastern Air Northwest Company from
December 2002 to September 2004. Since October 2006, he has
served as president of the Company. Mr. Cao graduated from the
Civil Aviation Management Institute with a major in labour economics.
Mr. Cao also received a master degree in global economics from
Eastern China Normal University's Department of International Finance.
Mr. Cao holds the title of Senior Economist.
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Mr. Luo Zhuping is an Executive Director of the Company, the Company
Secretary and the head of the secretariat of the Board of the Company.
Mr. Luo joined CEA in 1988. He was deputy chief and then chief of
the enterprise management department of China Eastern Airlines
from 1992 to 1997. He was deputy head of the share system office
from 1993 to 1996. In 1997, he became the secretary of the Board
of the Company and the head of the secretariat of the board of
China Eastern Airlines Corporation Limited. He became a Director of
the Company in June 2004, Mr. Luo graduated from the Faculty of
Philosophy and the Faculty of Law of Anhui University in 1979 and
1985, respectively. In 1994, Mr. Luo received a Master degree from
the Economics Department of Eastern China Normal University,
majoring in global economics. In 1998, he participated in the training
programme for senior managers of large state-owned enterprises
organised in the U.S.A. by the State Economic and Trade Commission
and Morgan Stanley.

Mr. Hu Honggao was appointed as an Independent Non-Executive
Director of the Company in 1996. He is currently the deputy dean of
the School of Law, the director and professor of the Civil and
Commercial Law Research Centre, and a tutor to doctoral students
majoring in civil and commercial law at Fudan University. He is also
a senior lawyer at the Shanghai Shen Yang Law Office. Mr. Hu is a
managing director of China Commercial Law Research Society, a
managing director of China Economic Law Research Society (fF BI4T
BLATIR G EEME), a member of the Legislative Consultation
Committee of the Shanghai Municipal Government, a member of the
Legislative Profession Consultation Committee of the Shanghai
Standing Committee of the People’s Congress ( F BT A AT E®
UZEBERFBERZEZE), vice chairman of the Shanghai Economic
Law Research Society and an arbitrator of the Shanghai Arbitration
Committee.

Mr. Peter Lok was appointed as an Independent Non-executive Director
of the Company in 1998. Mr. Lok went to the College of Air Traffic
Control in England for further studies after joining the Hong Keng
Civil Aviation Department in December 1956. He studied air transport,
air accident investigation and administration and management of
civil aviation in England from 1968 to 1973. In 1982, he became
assistant director of the Hong Kong Civil Aviation Department, From
1985, during his time in office at the air services division of the
Hong Kong Civil Aviation Department, he participated in negotiations
with various countries regarding air traffic rights. He became deputy
director in 1988, and subsequently became director in 1990 of the
Hong Kong Civil Aviation Department. Mr. Lok retired in 1996 and
has served as a consultant at the Flights Standards Department of
the CAAC. Mr. Lok is the first Chinese director of the Hong Kong Civil
Aviation Department and was at one time an instructor at the College
of Air Traffic Control of Hong Kong.
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Mr. Wu Baiwang was appointed as an Independent Non-executive
Director of the Company in 1998. Mr. Wu joined the civil aviation
industry in 1959 and was deputy fleet leader and subsequently became
fleet teader of the 12th Fleet of the CAAC from 1976 to 1984. From
1984 to 1992, Mr. Wu was deputy head and subsequently became
head of the CAAC Jilin Bureau. From 1992 to 1995, Mr. Wu was the
head and party secretary of the CAAC North-eastern Bureau. From
September 1995 to 1998, he became president of China General
Aviation Corporation. He was the party secretary and vice president
of Guangzhou Baiyun International Airpart Group Caompany and the
chairman of the board of directors of Guangzhou Baiyun International
Airport Company Limited from 1998 to September 2003. Mr. Wu
graduated from Chinese Civil Aviation School in 1965 and holds the
title of First Class Pilot.

Mr. Zhou Ruijin was appointed as an Independent Non-executive
director of the Company in 2000. Mr. Zhou was deputy editor-in-
chief and the East China regional director of the People’s Daily.
From 1988 to 1993 Mr. Zhou was the party secretary and deputy
editor-in-chief of the Liberation Daily. From April 1993 to 1996 he
was deputy editor-in-chief of the People’s Daily and from 1996 to
2000 he was deputy editor-in-chief and the East China regional
director of the People’s Daily. After retired, he became Vice chairman
of the China Preductivity Council and chairman of the Shanghai
Productivity Council. Mr. Zhou graduated from the journalism
department of Fudan University in 1962.

Mr. Xie Rong was appointed as an Independent Non-executive Director
of the Company in 2003. Mr. Xie is the deputy head of Shanghai
National Accounting Institute and a certified accountant in the PRC.
He taught at the faculty of accounting of Shanghai University of
Finance and Economics from December 1985 to March 1997, and had
been an assistant professor, a professor, a doctorate-tutor and the
deputy dean of the faculty. Mr, Xie was a partner of KPMG Huazhen
from December 1997 to October 2002, and has, since October 2002,
been the deputy head of Shanghai National Accounting Institute.
Mr. Xie graduated from Shanghai University of Finance and Economics
and has a doctorate degree in Economics.
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Ms. Liu Jiangbo is currently the chairman of the supervisory committee
of the Company (the “Supervisory Committee”), and a party member,
vice president, and the head of disciplinary inspection group of CEA
holding. Ms. Liu Jiangbo joined the civil aviation industry in 1979.
Since then, Ms. Liu had been an officer in the Beijing Administrative
Bureau of Civil Aviation of China and the deputy secretary of the
committee of C.P.C. of the transportation business division. Ms. Liu
served as secretary of the committee of the Communist Youth League
of the National Civil Aviation in 1985, deputy director of the personnel
department of the Traffic Control Bureau of the Aviation of China in
1987, supervisor to the Civil Aviation Administration of China
appointed by the Supervisory Bureau of China in 1990, deputy director
of the transportation division of CAAC in 1994, secretary of the
committee of C.P.C. and vice president of Yunnan Airlines Corporation
Limited in 2000, and the party member, vice president and head of
the disciplinary examination committee of CEA holding in 2002. Ms.
Liu graduated from the Graduate School of Chinese Academy of Social
Sciences, majoring in business management of industrial economics,
having the qualification of post-graduate and senior political work
instructor.

Mr. Xu Zhao is currently a Supervisor of the Company, and the chief
accountant of CEA holding. Mr, Xu joined the civil aviation industry
in 2007. Mr. Xu served as engineer and accountant in Dongfeng
Motor Group Company Limited in 1991 and 1997 respectively, Mr. Xu
joined Shanghai Yanhua High Technology Limited Company as a
manager in finance department in 2000, and joined Shaanxi Heavy
Duty Automobile Co. Limited as a chief financial officer in 2002,
Since January 2007, Mr. Xu has served as the chief accountant in
CEA holding. Mr. Xu graduated from Chongxing University, majoring
in moulding, and The Chinese University of Hong Kong, majoring in
accounting, and holds a master degree. Mr. Xu is quatified as an
engineer and an accountant, and is a certified public accountant in
the PRC.
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Ms. Wang Taoying, is currently a Supervisor, the assistant to the
president, and the general manager of the auditing department of
the Company, Ms, Wang joined the civil aviation industry in 1972,
was the deputy director of the supervisory and auditing department
and the deputy manager of the disciplinary committee office of
China Eastern Airlines Company from March 1993 to August 1995.
Ms. Wang was the head of the auditing department of China Eastern
Airlines Company from August 1995 to March 1997, the supervisor in
the first session of the Supervisory Committee from January 1995 to
March 1998, the cabin service manager of the Company from March
1997 to April 1999, and the deputy general manager of security
department in Pudong, Shanghai of the Company taking charge of
the servicing safety in the production procedure from April 1999 to
August 2000. Ms. Wang also acted as chief officer of the auditing
department of the Company from August 2000 to August 2004, From
August 2004 to August 2006, she served as the general manager of
the auditing department of the Company and has been the assistant
to the president of the Company and the general manager of the
auditing department since August 2006. Ms. Wang graduated from
the Shanghai Second Polytechnic University, majoring in sociopelitics,
and holds a Master of Business Administration degree from the Open
University of Macau.

Ms. Yang Jie is currently a Supervisor. Ms. Yang joined the civil
aviation industry in 1992. From 1996 to 1998 she was the electronic
technology supervisor of the technology office and Communist Youth
League secretary of the overhaul department at the aircraft
maintenance base of the Company. From 1998 to September 2000
she was Communist Youth League deputy secretary of the aircraft
maintenance base of the Company. She was the deputy secretary of
the Company’s Communist Youth League from September 2000 to
July 2002, and the secretary of the Company’s Communist Youth
League from August 2002 to January 2003. Since January 2003, she
has been the secretary of the Communist Youth League of CEA Holding,
as well as the secretary of the Communist Youth League of the
Company. Ms. Yang graduated with a major in aviation electronics
from the China Civil Aviation Academy and a major in Business
Administration from Sunny Management Academy(JES B 8kt T
B & ) at Donghua University and she received a master degree in
Business Administration. She is also a qualified engineer.
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Mr. Liu Jiashun has been a Supervisor of the Company since 2000.
From 1993 to 1999 Mr. Liu was party secretary, deputy president and
secretary of the disciplinary committee of China Aviation Fuel Hainan
Company, as well as chairman of the board and president of Hainan
Nanyang Air Transport Co., Ltd. From 1997 to 1999 he was also the
chief director in charge of fuel supply engineering at Haikou's Meilan
Airport and served as a director of Meilan Airport Co., Ltd. and the
vice chairman of the board and president of ZTEXHR & al.
From 1999 to 2007 he was deputy party secretary, and subsequently
the secretary of the disciplinary committee of China Aviation Fuel
East China Company and he has been the general manager of £
FiEmARR D7) since 2006. Mr. Liu received post-graduate education
and is qualified as a senior political work instructor.

Mr. Zhang Jianzhong is a vice president of the Company. Mr, Zhang
joined the civil aviation industry in 1982. From April 1982 to
December 1987, he was an assistant of the CAAC Shanghai Planning
Bureau. From December 1987 to April 1990, he was the deputy
director of the planning department of Shanghai Honggiao
International Airport. From April 1996 to January 1996, he was the
director of the planning department of China Eastern Airlines. From
January 1996 to April 1999, he was the manager of the sales and
marketing department of the Company. From April 1999 to April
2003, he was the assistant to the president of the Company. From
September 2000 to December 2001, he served concurrently as the
director of the office of strategic study of the Company. From
December 2001 to May 2003, he served concurrently as the general
manager of the computer information centre of the Company. From
April 2003 to June 2004, he was the chief economist of the Company.
From May 2003 to June 2004, he served concurrently as the general
manager of the sales and marketing department of the Company.
From June 2004 to the present, he has been a vice president of the
Company. Mr, Zhang graduated from the Faculty of Mechanical
Engineering of Zhejiang University and also the Economics and
Management of Fudan University from which he obtained a master
degree.
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Mr. Li Yangmin is a vice president of the Company. Mr. Li joined the
civil aviation industry in 1985. From July 1985 to October 1996, he
was the Deputy Head of the aircraft maintenance workshop (7R # 4
{EBRE M), Head of technology office and secretary of the workshop
branch of Northwest Company (FiLAtZ= 2 A]) . From QOctober 1996
to June 2002, he was the deputy general manager of the aircraft
maintenance base and the manager of air route department (fil#%
£8) of Northwest Company (AL #1Z=E X)) . From June 2002 to
March 2004, he was the general manager of the aircraft maintenance
base of China Eastern Air Northwest Company. From March 2004 to
October 2005, he was the Vice President and a member of the standing
committee to the party committee of China Eastern Air Northwest
Company. Since October 2005, he has been Deputy General Manager
of the Company. Mr. Li is a university graduate from China Civil
Aviation Academy. He is a qualified senior engineer.

Mr. Fan Ru is the Company's vice president. Mr. Fan started his civil
aviation career in 1966. He was a deputy fleet leader of China
Eastern Airlines’ Shanghai Fleet since 1988 and was the head of
aviation technology management office of China Eastern Airlines
since 1995. He was appointed as the deputy chief pilot and the head
of aviation technology management office of the Company since
1997. He was the chief pilot of the Company from 1999 to November
2006, and was appointed as the vice president of the Company since
November 2006. Mr. Fan graduated from Advanced Aviation School
for professional flying. He has received tertiary education and has
obtained first class technical qualifications for pilots.

Mr. Luo Weide is the Company's chief financial officer. In 1976 Mr.
Luo began his military service at the Air Force in Livan Airport. From
1979 to 1991 he successively served as department head and deputy
head of the Putuo branch of the Shanghai Municipal Tax Bureau.
From 1991 to 1993 he concurrently served as head of the finance
bureau and the state asset bureau of Putuo District, Shanghai. From
1993 to 1998 he successively served as deputy chief accountant,
chief accountant and executive deputy president of Shanghai Jingiao
(Group) Co., Ltd. From 1998 to 2000, he was vice president of
Shanghai Pudong Development (Group} Co., Ltd. and chairman of the
board and president of Pudong Finance Company. Since 2000 he has
been chief financial officer of the Company. Mr. Luo graduated from
the Sino-European International Business School in 1999 with a
Master's degree in business administration. He holds the titles of
Senior Accountant and Senior Economist.
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Each of the independent non-executive Directars has issued a
confirmation in respect of the factors set out in Rule 3.13 of the
Listing Rutes concerning his independence pursuant to Rule 3.15 of
the Listing Rules. The Company considers all of the independent
non-executive Directors to be independent.

CHANGES IN THE MEMBERS OF THE BOARD OF DIRECTORS
AND MANAGEMENT PERSONNEL

{1) On the 2006 annual general meeting held on 29 June 2007, the
shareholders of the Company approved the termination of office
as a whole for the fourth session of the Board of the Company,
and approved the appointment of Mr. Li Fenghua, Mr. Li Jun,
Mr. Luo Chaogeng, Mr. Cao Jianxiong, Mr. Luo Zhuping, Mr. Hu
Honggao, Mr. Peter Lok, Mr, Wu Baiwang, Mr. Zhou Ruijin and
Mr. Xie Rong as directors to the fifth session of the Board of
the Company.

(2) On the 2006 annual general meeting held on 29 June 2007, the
shareholders of the Company approved the termination of office
as a whole for the fourth session of the Supervisory Commitiee,
and approved the appointment of Mr. Liu Jiashun, Ms. Liu Jiangbo
and Mr. Xu Zhao as supervisors nominated by shareholders to
the fifth session of the Supervisory Committee. Pursuant to an
employees’ representatives meeting of the Company, Ms. Wang
Taoying and Ms. Yang Jie were nominated as supervisors by the
employees of the Company with effect from 29 June 2007,

(3) On 29 June 2007, the fifth session of the Board of the Company
held the first meeting for 2007 and elected Mr. Li Fenghua as
the Chairman of the Board of the Company and Mr. Li Jun as the
Vice Chairman of the Board of the Company, and that Mr, Xie
Rong, Mr. Hu Honggao and Mr. Zhou Ruijin were appointed as
the members of the Audit Committee and Mr. Xie Rong as the
chairman of the Audit Committee, and that Mr. Wu Baiwang, Mr.
Luo Chaogeng and Mr. Luo Zhuping were appointed as the
members of the planning and development committee of the
Company (the “Planning and Development Committee”) and Mr.
Wu Baiwang as the chairman of the Planning and Development
Committee, and that Mr, Zhou Ruijin, Mr. Luo Chaogeng and Mr.
Wu Baiwang were appointed as the remuneration and assessment
committee of the Company (the “Remuneration and Assessment
Committee™), and Mr. Zhou Ruijin as the chairman of the
Remuneration and Assessment Committee, and that based on
the nomination by the Chairman of the Board of the Company,
Mr. Cao Jianxiong was appeointed as the President of the Company,
and that based on the nomination by the President of the
Company, Mr. Zhang Jianzhong, Mr. Li Yangmin and Mr. Fan Ru
were appointed as the Vice Presidents of the Company and Mr.
Luo Weide as the Chief Financial Officer of the Company, and
that based on the nomination by the Chairman of the Board of
the Company, Mr. Luo Zhuping was appointed as the secretary
to the Board of the Company.
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{4) On 29 June 2007, the fifth session of the Supervisory Committee
held the first meeting for 2007 and elected Ms. Liu Jiangbo as
the chairman of the supervisory committee of the Company.

SHAREHOLDINGS OF DIRECTORS, CHIEF EXECUTIVE,
SUPERVISORS AND SENIOR MANAGEMENT

Save as disclosed above, as at 31 December 2007, none of the
Directors, chief executives, Supervisors or members of the Company’s
senior management and their respective associates had any other
interest or short position in the shares, underlying shares and/or
debentures (as the case may be) of the Company and/or any of its
associated corporations {within the meaning of Part XV of the SFO0)
which was reguired to be notified to the Company and the Hong
Kong Stock Exchange pursuant to the provisions of Divisions 7 and 8
of Part XV of the SFO {including any interest or short position which
any of such Directors, chief executives, Supervisers or members of
the Company's senior management and their respective associates
were taken or deemed to have under such provisions of the SFO} and
as recorded in the register required to be kept by the Company
pursuant to section 352 of the SFO, or which was otherwise required
to be notified to the Company and the Hong Kong Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors
of Listed Issuers {the “Model Code”) as set out in Appendix 10 to
the Listing Rules (which shall be deemed to apply to the Supervisors
to the same extent as it applied to the Directors).

In 2007 and as at 31 December 2007, none of the Directors, chief
executives, Supervisors, senior management of the Company and/or
any of their spouses or children under the age of eighteen were
granted any right, and the Company had not made any arrangement
enabling any of them, to subscribe for share capital or debt securities
of the Company.

SERVICE CONTRACTS OF DIRECTORS AND SUPERVISORS

No Director or Supervisor has entered into any service contract with
the Campany which is not terminable by the Company within cne
year without payment of compensation (other than statutory
compensation).

INTERESTS OF DIRECTORS AND SUPERVISORS IN
CONTRACTS

None of the Directors or Supervisors had a material interest directly
or indirectly in any contract of significance to which the Company
or any of its subsidiaries was a party during the year (the term
‘contract of significance’ having the meaning ascribed thereto in
paragraph 15 of Appendix 16 to the Listing Rules).
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REMUNERATION OF DIRECTORS AND SUPERVISORS

Details of the remuneration of Directors and Supervisors are set out
in note 8 to the financial statements prepared in accordance with
IFRS.

EMPLOYEES

As at 31 December 2007, the Group had 40,477 employees, a majority
of whom worked in the PRC. Employee compensation is primarily
composed of basic salary and performance-based bonus.

MEDICAL INSURANCE

In January 2001, the Group joined the medical insurance scheme
promulgated by the Shanghai Municipal Government. The Group and
its employees contribute approximately 12% and 2% respectively of
the employees’ basic salaries to the scheme. The Group has no other
significant obligation for the payment of medical expenses other
than the abovementioned contributions. The Group believes that its
contributions to such scheme will not have significant impact on the
operations or financial position of the Group. As at 31 December
2007, the Group’s medical insurance contributions charged to the
income statement amounted to RMB75 million (2006: RMB60 million).

BANK LOANS AND OTHER BORROWINGS

Details of bank loans and other borrowings of the Company and the
Group as at 31 December 2007 are set out in note 30 to the financial
statements prepared in accordance with IFRS.

INTEREST CAPITALIZED

Interest capitalized by the Group as calculated in accordance with
IFRS for the year ended 31 December 2007 was RMB399 million.

PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment of the Company and
the Group during the year are summarized in note 17 to the financial
statements prepared in accordance with IFRS.
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RESERVES

Details of movements in reserves of the Company and the Group, and
profit appropriation by the Company for the year ended 31 December
2007 are set out in note 38 to the financial statements prepared in
accordance with IFRS.

STATUTORY COMMON WELFARE FUND

Details in relation to the statutory common welfare fund, such as
the nature and application of and movements in the fund, and the
basis of its calculation, including the percentage used for calculating
the amounts, are set out in note 38 to the financial statements
prepared in accordance with IFRS.

DONATIONS

During the year, the Group made donations for charitable purposes
amounting to RMB1.01 million.

EMPLOYEES’ RETIREMENT SCHEME

Details of the Company’s employee retirement scheme and post
retirement benefits are set out in note 34 to the financial statements
prepared in accordance with IFRS.

MAJOR SUPPLIERS AND CUSTOMERS

As at 31 December 2007, the cost of aircraft and related materials
from the Group’s largest and five largest suppliers accounted for
approximately 10.39% and 12.34%, respectively, of the total purchases
of the Group. The sales to the Group’s five largest customers accounted
for 8.39% of the Group’s total sales in 2007.

Since May 2003, CEA Holding has been interested in 55% of Shanghai
Dongmei Aviation Travel Company Limited, one of the top five
customers, whereas the Company is interested in 45%. In 2007, the
air ticket sales for which the Group entrusted Dongmei Air Travel
Company Limited as its agent accounted for approximately 1.5% of
the total sales of the Group.

Save as disclosed above, none of the Directors, Supervisors or any of
their respective associates nor any shareholders who, to the knowledge
of the Directors, hold 5% or more of the Company’s share capital has
any interest in any of the above mentioned suppliers and customers.
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MATERIAL CONTRACTS

On 17 July 2007, the Company entered into an aircraft purchase
agreement in Shanghai with Airbus SAS to purchase ten Airbus A320
series aircraft (with engines). Details are set out in the Company's
announcements dated 20 July 2007, and the circular dated 9 August
2007.

AGM AND BOARD MEETINGS
AGM

The 2006 Annual General Meeting of the Company was held on 29
June 2007 at the Meeting Centre, Shanghai Home You Hotel, 2550
Honggiao Road, Shanghai to consider the resolutions proposed by
the Board of the Company, and approved by way of ordinary
resolutions: the report of the Board of the Company for 2006, the
report of the Supervisory Committee for 2006, the audited financial
report for 2006, the appointment of PricewaterhouseCoopers Zhong
Tian CPAs Limited Company as the Company’'s PRC domestic auditors
for 2007 and the appointment of PricewaterhouseCoopers, Certified
Public Accountants, as the Company's international auditors for 2007,
and to authorize the Board of the Company to determine their
remuneration, the annual allowance for each of the independent
non-executive directors for 2007 and election of the members of the
fifth session of the Board of the Company and the fifth session of
the Supervisory Committee, and approved by way of special resoiution
the amendment of certain provisions of the Articles of Association
of the Company.
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BOARD MEETINGS

During 2007, the Board of the Company held twelve meetings and
passed, among others, the following resolutions:

(1)

(3)

On 26 January 2007, the Board of the Company convened its
first reqular meeting for 2007, during which the following were
considered and passed: the financial budget report of the
Company for 2007, the investment plan for 2007, the resolution
regarding purchase of land by Beijing base, the resolution on
the price for transferring Shanghai Eastern Airlines Investment
Ca., Ltd., the resolution on disposal of FK100 accessories, the
resolution on transferring the whole urban infrastructure project
of Ningbo Branch as well as the report of the General Manager.

On 19 April 2007, the Board of the Company convened its second
reqular meeting for 2007, during which the following were
considered and passed: the financial report of the Company for
2006, the Company’s profit appropriation proposal for 2006, the
Company's draft results announcement for 2006 (H/A shares),
the resolution on coenversion of the first class and business
class cabins of A343, the resolution on setting up a customer
service company, the resolution on transfer of the equity interest
in Shanghai Eastern Airlines Investment Co., Ltd.*, the Investor
Relationship Management System and the resolution on
amendment of the Articles of Assaciation of the Company.

On 26 April 2007, the Board of the Company convened its third
regular meeting for 2007, during which the following were
considered and passed: the Company’s report and financial
statements for the first quarter of 2006, the annual allowance
for the independent directors, appointment of the Company’s
internal and external auditers for 2007, the “Information
Disclosure Management System” and “Rules Governing
Transactions beyond Ordinary Course of Business”.

On 29 August 2007, the Board of the Company convened its
fourth regular meeting for 2007, during which the interim
financial report of the Campany for 2007 and the announcement
draft of the interim financial report of the Company for 2007
were considered and passed.

On 29 October 2007, the Board of the Company convened its
fifth reqular meeting for 2007, during which the financial
statements of the Company for the third quarter of 2007 and
the announcement draft of the financial report of the Company
for the third quarter of 2007 were considered and passed.
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(6)

(7)

(8}

(9)

On 29 June 2007, the fifth session of the Board of the Company
convened its first meeting to elect the Chairman and Vice
Chairman of the Board of the Company, the members of the
Audit Committee, the members of the Planning and Development
Committee and the Remuneration and Assessment Committee of
the Company, to engage the President, Vice President, Chief
Financial Officer and the company secretary of the Company,
and to consider and pass the “Corporate Governance Self-
assessment and Rectification Plan” and the proposal for transfer
of equity interest in Eastern Airlines Hotel Co., Ltd.

On 20 July 2007, the fifth session of the Board of the Company
convened its second meeting and approved the introduction of
ten Airbus A320 series aircrafts, the establishment of China
Eastern Airlines Cultural Gifts Company Limited (B 5 il %5 3 4k
B AR 2 8]) and the setting up of Beijing Branch.

On 29 August 2007, the fifth session of the Board of the Company
convened its third meeting to approve the purchase of Director
and Officers Liability Insurance.

On 2 September 2007, the fifth session of the Board of the
Company convened its fourth meeting, during which the following
resolutions were considered and passed: introduction of strategic
investors through private placement of additional H shares, and
granting power to the Chairman of the Board of the Company
and the Company Secretary on negotiating and signing of the
Framework Agreement.

{10) On 29 October 2007, the fifth session of the Board of the

Company convened its fifth meeting, during which the following
were considered and passed: the auditors’ remuneration for 2007,
preliminary fleet plan for “the 12th Five-year” and the reform
report on specific corporate governance activities of China Eastern
Airlines Corporation Limited for 2007.

(6)

(8)

(9)
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{11)On 9 November 2007, the fifth session of the Board of the
Company convened its sixth meeting, during which the following
were considered and passed: placing additional H shares to SIA
and Temasek and entering into a relevant subscription agreement;
placing additional H shares to the CEA Holding and entering
into a relevant subscription agreement; entering into a strategic
cooperation agreement and a secondment agreement with SIA;
making amendment to certain provisions of the Articles of
Association after completion of private placement of additional
H shares; making proposal to the general meeting of the Company
to authorize the Board of the Company, which in turn authorizes
the senior management of the Company to decide on all matters
relating to such issues; electing persons recommended by SIA
and Temasek as candidates for directorship in the Board of the
Company after completion of private placement of additional H
shares; and convening an extracrdinary general meeting and
class meetings of the Company.

(12) On 28 December 2007, the fifth session of the Board of the
Company convened its seventh meeting and approved the
introduction of 30 B737NG series aircrafts and authorized the
President of the Company for specific implementation,

* The resolution was related to connected transaction, and directors
involved in the connected transactions abstained from voting.

CONNECTED TRANSACTIONS

Transactions between the Company and its connected persons or
their respective associates (as defined in the Listing Rules) are
governed by and have to comply with the requirements for disclosure
under the Listing Rules. The following table sets out the annual
limits for the continuing connected transactions between the Group
and members of CEA Holding for 2007:
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RMB'0O00

(AR¥TT)

1. Property leasing ERE 60,000

2. Financial services 1 %5 AR 7%

Deposit and other FREEM

financial services Bf 7 BR 7% 1,150,000

3. Import/export agency services #EHORERS 55,000

4. Maintenance services EERE 43,200

5. (Catering services fin %8 BC AR IR 7% 480,000

6. Sales agency services MEHERTERS 101,985

7. Advertising services R & Bk &5 19,000
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Details of the Group’s continuing connected transactions with the
Company's connected persons (as defined in the Listing Rules) during
the year ended 31 December 2007 are set out in note 42 to the
financial statements prepared in accordance with IFRS.

For further details regarding the above continuing connected
transactions, please refer to the Company's 2005 annual report.

The Company’s independent non-executive Directors have reviewed
such continuing connected transactions during the year 2007 and
confirmed that:

{a) the transactions have been entered into by the Group in the
ordinary and usual course of its business;

(b) the transactions have been entered into either (i) on normal
commercial terms (by reference to transactions of a similar nature
made by similar entities within China) or (i{) {where there is no
available comparison) on terms that are fair and reasonable so
far as the shareholders of the Company are concerned; and

{(¢) the transactions have been entered into either (i) in accordance
with the terms of the agreement governing each such connected
transaction or (ii) {where there is no such agreement) on terms
no less favorable than terms available to third parties.

In respect of each continuing connected transaction disclosed in
note 42 to the financial statements prepared in accordance with
IFRS, the Company confirms that it has complied with the relevant
requirements under the Listing Rules.

On 9 November 2007, CEA Holding entered into a CEA Holding
subscription agreement with the Company to subscribe in cash for
1,100,418,000 new H Shares in the Company at the subscription
price of HK$3.80 per share. As CEA Holding holds approximately
5¢.67% of the issued share capital of the Company, this transaction
entered into between the Company and CEA Holding constitute
connected transaction for the Company under the Listing Rules. For
information about the principal terms of this transaction, please
refer to the announcements dated 2 September 2007, 9 November
2007, 8 January 2008, 21 January 2008 and 26 February 2008 and
published by the Company in Hong Keng.
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On 16 November 2007, the Company, CEA Holding and £ B fi 3
BY T REHEMRGMR QG (East China Care System Co., Ltd.) (“East
China Cares”) entered into an equity transfer agreement, pursuant to
which the Company and East China Cares agreed to dispose their
entire equity interests in B AR E AR 27 (China Eastern
Air Investment Company Limited (“"CEA Investment”) to CEA Holding.
The considerations to be received by the Company and East China
Cares for the disposal of 98.79% and 1.21% interests in CEA
Investment are approximately RMB461.9 million and RMB5.66 million
respectively. As CEA Holding holds approximately 59.67% of the
issued share capital of the Company, this transaction entered into
between the Company and CEA Holding constitutes connected
transaction for the Company under the Listing Rules. For information
about the principal terms of this transaction, please refer to the
announcement dated 16 November 2007 and published by the Company
in Hong Kong.

Details of the other related party transactions entered by the Group
during the year ended 31 December 2007 are set out in note 42 to
the financial statements prepared in accordance with IFRS. These
transactions do not constitute connected transactions under the
Listing Rules.

In relation to future deliveries of aircraft, as at 31 December 2007,

the fotlowing are details of aircrafts on order which are scheduled to
be delivered:

Type of aircraft

Number of aircraft
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Year to be delivered

RERE REHE HEFH
A320 8 2008
A321 5 2008
A330-300 3 2008
A330-200 1 2008
B737-700 1 2008
B737-800 1 2008
A320 10 2009
B737-700 7 2009
B737-800 3 2009

As at the date of this report, the Directors are not aware of any
aircraft which is subject to options exercisable during a period of
not less than 12 months from 31 December 2007.

STAFF QUARTERS

Details of the Group’s staff quarters are set out in note 35 to the
financial statements prepared in accordance with IFRS.
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MATERIAL LITIGATION

In 2005, the family members of certain victims in the aircraft accident
(the aircraft was then owned and qperated by China Eastern Air
Yunnan Company), which occurred in Baotou on 21 November 2004,
sued the Company in a U.S. court for compensation. On 5 July 2007,
pursuant to several conditions with which the Company has complied,
the Superior Court of the State of California ovdered the action
stayed on the grounds of forum non conveniens for the purpose of
permitting proceedings in the PRC. On 20 February 2008, the plaintiff
filed a motion with the Superior Court of the State of California to
1ift the stay. The case is still pending. The Directors believe that a
negative outcome will not have a material adverse effect an the
financial condition and results of operations of the Company. The
Company intends to provide updates to the shareholders of the
Company tegarding the progress of the litigation. As of 31 December
2007, the Company was not involved in any other litigation,
arbitration or claim of material importance.

SIGNIFICANT EVENTS

1. During the 2006 annual general meeting held on 29 June
2007, the shareholders of the Company approved amendments
to the articles of association of the Company by adding the
following new paragraph after the first paragraph of Article
21:

“On 18th December, 2006, the share reform plan of the
Company was approved in the relevant shareholders’ meeting
of A share market. Upon the implementation of the share
reform, the total share capital of the Company remained
unchanged and still comprised 4,866,950,000 shares, of which
2,904,000,000 A shares, representing 59.67% of the total share
capital of the Company, were held by China Eastern Air Holding
Company. The 1,566,950,000 shares, representing 32.20% of
the total share capital of the Company, were overseas listed H
shares, and the 396,000,000 shares, representing 8.13% of
the total share capital of the Company, were domestic listed
A shares.”

2. On 9 November 2007, SIA and Temasek entered into an investor
subscription agreement with the Company, to subsecribe for
new H shares to be issued by the Company. Simultaneously
with the entering into of the investor subscription agreement,
CEA Holding entered into a CEA Holding subscription agreement
with the Company to subscribe for new H shares to be issued
by the Company. For information about this project, please
refer to the announcements dated 2 September 2007, 9
November 2007, 8 January 2008, 21 January 2008 and 26
February 2008 and published by the Company in Hong Kong.
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INDEPENDENT DIRECTORS’ OPINION

Independent Directors of the Company have performed auditing work
and issued an independent opinion on the guarantees the Company
has provided, as required by the relevant requirements of the CSRC.
The Company has strictly observed relevant laws and requlations as
well as its articles of association while it has also imposed strict
control on the guarantees provided. As at 31 December 2007, none
of the Company and its subsidiaries included in the consolidated
financial statements has provided any guarantee to the Company's
contrelling shareholder and other related parties, other non-legal
person entity units and individuals.

AUDITORS

PricewaterhouseCoopers, Certified Public Accountants, Hong Kong and
PricewaterhouseCoopers Zhong Tian CPAs Limited Company (registered
accountants in the PRC) were the Company’s international and
domestic auditors in 2007, respectively.

On behalf of the Board of the Company

Li Fenghua
Chairman

Shanghai, the PRC
14 April 2008
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CORPORATE GOVERNANCE PRACTICES

The Company has established a formal and appropriate corporate
governance structure. The Company has also placed emphasis on the
corporate governance principle of having transparency, accountability
and safeguarding the interests of all shareholders.

The Directors believe that sound corporate governance is essential
to the development of the Company’s operations. The Board of the
Company regularly reviews our corporate governance practices to
ensure that the Company operates in accordance with the laws,
regulations and requirements of the listing jurisdictions, and that
the Company continuously implements corperate governance of a
high quality.

The Company’s corporate governance practices include but are not
limited to the following:

Articles of association and working rules of the Board of the Company
(including rules of meeting of the Board of the Company, procedures
of meetings of the Board of the Company, constitutional document
of the audit committee, constitutionalt documents of the planning
and development committee, constitutional documents of the
remuneration and appraisal committee, working reporting rules of
the senior management, notices regarding the purchasing of shares
of the Company by Directors, Supervisors and senior management,
information disclosure and management regulations, and the Code of
Conduct for Securities Transactions by Employees of the Company).

As at 31 December 2007 (the “Reporting Period”) and as at the date
of the announcement of this annual report, the Board of the Company
has reviewed the relevant provisions and corporate governance
practices under the codes of corporate governance practices adopted
by the Company, and took the view that the Company’s corporate
governance practices during the financial year ended 31 December
2007 met the requirements under the code provisions in the Code on
Corporate Governance Practices set out in Appendix 14 to the Listing
Rules (the “Code”). In certain aspects, the code of corporate
governance adopted by the Company is more stringent than the
provisions set out in the Code. The following sets out aspects which
are more stringent than the Code.
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Major aspects which are more stringent than provisions set out in
the Code:

- all members of the audit committee are independent non-
executive directors.

- 12 meetings of the Board of the Company were held during the
financial year of 2007.

- other than the audit committee and the remuneration and
appraisal committee, the Company has also established a
governance committee, which is known as the planning and
development committee.

BOARD

The Company is managed by the Board of the Company. The Board is
responsible for the leadership and control of the Company. The
Directors are jointly responsible for implementing businesses of the
Company by directing and supervising the affairs of the Company.

DIRECTORS

At present, the Board of the Company consists of 10 Directors,
including a Chairman (also an non-executive Director) and two
executive Directors, two non-executive Directors and five independent
non-executive Directors. During the 2006 annual general meeting
held on 29 June 2007, the shareholders of the Company approved
the appointment of Mr. Li Fenghua, Mr. Li Jun, Mr. Luo Chaogeng,
Mr. Cao Jianxiong, Mr. Luo Zhuping, Mr. Hu Honggao, Mr. Peter Lok ,
Mr. Wu Baiwang, Mr. Zhou Ruijin and Mr. Xie Rong as directors of
the fifth session of the Board of the Company.

All Directors shall retire in the third annual general meeting following
their appointment, but are eligible for re-election.

Names, personal particulars and effective date of appointment of
the Directors are set out in page 37 to page 48 of this report.

Independent non-executive Directors of the Company shall possess
extensive skills and experience. They shall be able to play their roles
of supervising the checks and balances to the fullest extent to
protect the interests of shareholders and the Company as a whole.
Five out of eight non-executive Directors {over one third) are
independent non-executive Directors. The Board of the Company
considers that they shall be able to exercise independent judgment
effectively, which complies with guidelines on their independence
pursuant to Rule 3.13 of the Listing Rules.
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Pursuant to 3.13 of the Listing Rules, the Company has received the
annual confirmation letters from each of the independent non-
executive Directors on their independence.

All the non-executive Directors {including independent non-executive
Directors) are appointed for a term of 3 years. The formal appointment
letters and the articles of association of the Company have set out
the terms and conditions of their appeintment.,

The Company is making an active effort to study insurance
arrangements far directors and senior management in relation to
their potential legal liabilities.

Other than working relationships, Directors, Supervisors and senior
management of the Company do not have any financial, business or
family connection with one another.

POWERS OF THE BOARD

On a periodic basis, the Board of the Company reviews the relevant
performance against proposed budgets and business objectives of
each operating unit. It also exercises a number of powers retained
by the Board of the Company, including but not limited to the
following:

responsibility for convening general meetings and reporting to
shareholders on its work;

- implementing resolutions passed in general meetings;

- deciding on the operating plan and investment proposals of the
Company;

- formulating the annual preliminary and final budget proposals;

- formulating the Company's profit distribution propesal and the
proposat to offset losses;

- formulating the Company’s proposals to increase or reduce the
registered capital and proposals to issue debt securities;

- drawing up proposals for the Company’s merger, demerger and
dissolution;

- deciding on the Company’s internal management structure;

- employing or dismissing the Company's President and secretary
to the Board of the Company; appointment or dismissal of the
Vice President and chief financial officer of the Company on the
namination of the President, and the determinatian aof their
remuneration;

R ETRADES. 135 - DACEKE)
SEMTINTEERABL T fELi
FREHERE -

A FMITES (REBIERTES) B
THR3F - EXZEBRATEREHM
{PIEa {E2n 51| 98 A BE HAMR AL I -

ARRREENRRITRARTHEEH
EERTEEERERREBERERZH -

ARAES  EF SHRFEARCMH -
BRILERRIR 250 - RS - B - HBE
AEBERERRE -

EEENED

ARREFEE PRI BRERIPIIHREN
REEERBRARNERRR - W7l
ZTRAREEN - 81

— ARAHERAE  ARBRRAER
ET1E

— BITERRAE AR -

- RELAHEEHBTRERIR

- HERRNFEUBRESE - RE
R

— HlERRNFESRETRMBRER
AR

~ HIERAEMER L EMERGLTR
ARBITORIEHFNTR

— HERSIGH 2N BENFR:

— REQRAIEBBENRE

— BEXEMRBELASER HEEW
& REMEIMES  BIEXER
B LA EE MG @E - AR
WEEIR

hENASRERBARLE —SFLFEFH

61




62

-  formulating the management systems of the Company;

- formulating proposals to amend the articles of association of
the Company;

-  discharging any other powers and functions granted in general
meetings.

The Board of the Company is also responsible for the completeness
of financial information of the Company and is responsible for
maintaining an effective internal control system and for risk
management, as well as preparing the financial statements. Setting
the business objectives and overseeing the daily operations are the
responsibilities of the chief executive officer. The Company's articles
of association specify the duties and functions of the Board of the
Company and management. The Board of the Company periodically
reviews the duties and functions of the chief executive officer and
the powers delegated to him to ensure that such arrangements are
appropriate.

In order to ensure the balance of powers and authorization, the
roles of the Chairman and the chief executive officer have been
clearly defined. The Chairman of the Company is Mr. Li Fenghua, and
the chief executive officer is Mr. Cao Jianxiong, an executive Director.
Thare are also other senior officers who are responsible for the daily
management within their scope of duties.

MEETING OF THE BOARD

The Chairman leads the Board of the Company to ensure that the
Board of the Company performs its various duties effectively and he
is responsible for drawing up the agenda of the meeting of the
Board of the Company and considering other matters other Directors
propose to be included in the agenda. The agenda together with
documents of the Board of the Company should be, as far as
practicable, circulated at least 3 days prior to the meeting of the
Board of the Company or its committees. The Chairman is also obliged
to ensure that all the Directors are suitably briefed on matters to be
raised in the meeting of the Board of the Company. The Chairman
ensures that the Directors receive information that is accurate, timely
and clear. Through on-the-job training of Directors and continued
participation in meetings of the Board and of committees of the
Board of the Company and interviews with key persons in headquarters
and other departments, the Directors are encouraged to update their
knowledge of technology and their understanding of the Group.
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The Company has established a special unit to work for the Board of
the Company. All the Directors can access the service of the company
secretary. The company secretary shall periodically update the
Directors of the latest information on governance and regulation.
The Directors may seek independent professional advice through the
Chairman for the purpose of performing their duties, with the cost
to the Company. Both the audit committee and the remuneration
and appraisal committee may also seek professional advice.

The company secretary is responsible for the records of the board
meetings. These minutes of meetings together with other documents
for the board meetings shall be made available to all the Directors,
Board meetings are meant to enable the Directors to have open and
frank discussions and to ensure that non-executive Directors are
able to make effective enquiries of each of the executive Directors.

In order to ensure sound corporate governance, the Board of the
Company has established 3 committees: an audit committee,
remuneration and appraisal committee, and planning and development
committee with their terms of reference drawn up in accordance with
the principles set out in the Code. The company secretary drafts the
minutes of meetings for these committees, and the committees report
to the Directors.

The Board of the Company has held 12 meetings during the Reporting
Period. The following tables show the attendance rate of each Director
at shareholders” general meetings, board meetings and meetings of
these specialized committees:
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Attendance/ Attendance/
No. of meetings No. of meetings
Directors EEe BRX®
ES® HERE HERE,
=g e = e
Non-executive Director Li Fenghua EHMITEHEFEE 12/12 1/1
Non-executive Director Li Jun FHITESETS 9/12 0/1
Non-executive Director Luo Chaogeng FFMITEFEHE 11/12 0/1
Executive Director Cao Jianxiong NITESERIE 8/12 0/1
Executive Director Luo Zhuping HITESFENMF 12/12 1/1
Executive Director Wan Mingwu* MITESHAR 3/3 0/1
Non-executive Director Zhong Xiong* JEMIFTEH F@E i 3/3 0/1
Independent non-executive Director B FEHRITEE
Hu Honggao B 6/12 1/1
Independent non-executive Director BWIUFEHRTES
Peter Lok #EY 1/12 0/1
Independent non-executive Director WM FEHITEHSE
Wu Baiwang RARE 10/12 1/1
Independent non-executive Director  BIFEHITE S
Zhou Ruijin Ik 7/12 1/1
Independent non-executive Director WU FHITES
Xie Rong 8 11/12 1/1
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All the employees who may have unpublished price-sensitive
information related to the Group are also required to comply with
the Model Code. During the Reporting Period, the Directors are not
aware of any breach of laws and regulations.

DIRECTORS RESPONSIBILITIES IN RESPECT OF FINANCIAL
STATEMENTS

The Directors confirm that they are responsible for the preparation
of the financial statements of the Group.

The responsibility statement made by the Company's auditors in
respect of the financial statements is set out on page 75 to page 76
of this annual report.

INTERNAL CONTROL
Internal control system

The Board of the Company shall be responsible for the overall internal
control system of the Company/Group and periodically reviews the
effectiveness of the internal control system. The internal control
system is essential to risk management which, in turn, is important
in ensuring that operational objectives can be achieved. Internal
control procedures are designed to prevent assets from unauthorized
use or disposal, to ensure the maintenance of appropriate accounting
records and to provide reliable financial information either for internal
use or for dissemination externally. However, the control procedures
aim at reasonably (but not absolutely) assuring that there will not
be material misrepresentation, loss or unlawful conduct. The internal
control system is designed to comply with the relevant laws,
supplementary regulations and constitutional documents.

The Company reviews the effectiveness of its internal control annually,
which includes control over finance, operatiens, compliance with
laws and regulations as well as the monitoring of risk management.
The results of the review have been reported to the Audit Committee
and the Board of the Company.

The Board of the Company confirms that the Company has systems
and procedures in place to identify, manage and report material
risks in the course of achieving its strategic objectives. The Directors
continue to monitor risks with the support of the committees and
senior management. The Company has conducted a review to identify
areas for improvement, and is taking measures to imptement them.
The effectiveness of the measures taken will be reported in the next
meeting of the Audit Committee.
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INTERNAL AUDIT

The Company’s internal audit department is responsible for conducting
an independent audit of whether or not the internal control system
is sufficient and effective. The auditing plan is prepared using a risk
based approach and is discussed and finalized by the audit committee.
Other than the pre-determined scope of work, the department is alse
required to conduct other specific audits.

The Group's internal audit department reports to the chief executive
officer; it may also report directly to the chairman of the audit
committee. All internal audit reports are delivered to the Chairman
of the Board of the Company, chief executive officer, chief financial
officer, the management of the audit department and related
departments. The outcome of each audit, in summary, will also be
discussed with the audit committee. The Board and audit committee
of the Company actively monitor the number and seriousness of any
weaknesses or issues identified, and the relevant corrective measures
taken by the relevant department.

RISK MANAGEMENT

Risk management involves identifying and managing business risk
effectively, including safety and security, law, environment and
reputation risk.

RISK MANAGEMENT COMMITTEE

The Board of the Company has not established a risk management
committee, but the internal audit department has undertaken related
risk management duties and reports to the audit committee
periodically. It is responsible for coordinating the implementation of
appropriate measures to manage operational risks including:

- establishing risk trends and risk management strategy of the
Group and reviewing the risk profile of the Group;

- identifying, assessing and managing material risks the various
operations are exposed to;

- examining and assessing the suitability of the Group’s risk
management procedures, systems and internal controls;

- examining compliance with the Group's risk management
procedures, systems and internal controls, including whether
the Group meets legal and regulatory requirements.
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AUDIT COMMITTEE

The audit committee is responsible for reviewing audit reports,
reviewing internal control and corporate governance, and is
responsible for making recommendations to the Board of the Company.
At the Company’s annual general meeting held on 29 June 2007, the
members of the fifth session of the Board of the Company were
appointed through re-election. The meeting alse re-appointed
Independent Non-executive Director Mr. Xie Rong as the chairman of
the audit committee, and Independent Non-executive Directors Hu
Honggao and Zhou Ruijin were appointed, for the first time, as
members of audit committee. The chairman of the committee possesses
professional qualifications in accounting.

Constitutional documents of the audit committee are posted on the
website of the Company.

The audit committee held 3 meetings in 2007. In each meeting,
senior management and exterpal as well as internal auditors were
invited to attend. Based on the reports of the external and internal
auditors, the audit committee conducted reviews of accounting
policies and principles, and internal controls procedures adopted by
the Group with a view to coentinuing compliance with the Listing
Rules. The committee also conducted reviews of internal and external
audits, internal control, risk management and financial statements,
The interim results for 2007 and the final results for 2006 had been
discussed in meetings before they were submitted to the Board of
the Company for approval.

Attendance of members of the audit committee is as follows:
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Attendance/
Directors No. of meetings Attendance
j §- HEAY 2IRRR WE®
Xie Rong it &8 3/3 100%
Hu Honggao HA s | 1/3 33%
Zhou Ruijin s & 1/1 100%
Wu Baiwang* RBEHE” 0/2 0%

*  Independent non-executive Director Wu Baiwang remained a member of
the audit committee until the annual general meeting was convened
on 29 June 2007. The audit committee of the Company held 2 meetings
before 29 June 2007.
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The audit committee has also conducted other compliance work to
comply with US reporting requirements in 2007, including review of
compliance with the Sarbanes-Oxley Act; and specifically to consider
the work undertaken in connection with managements’ assessment
of the effectiveness of internal controls to ensure compliance with
Section 404 of the Sarbanes-Oxley Act.

EXTERNAL AUDITORS

In the Reporting Period, the remuneration of the external auditors is
estimated to be approximately RMB18.44 million, of which
approximately RMB18.38 million was for the regular annual fee for
audit of the Group's 2007 financial statements prepared under IFRS
and PRC Accounting Regulations and the other relevant documents
applicable for the purpose of 20-F filing, the remaining RMBO0.06
million was for approved services not directly connected with annual
audit. Audit fees are determined by the Audit Committee and approved
by the Board of the Company.

The Audit Committee obtained an overall understanding of the non-
audit services and its scope and was satisfied that the non-audit
services (in respect of the nature of service and the total cost) had
not affected the independence of the accounting firm. The non-audit
services primarily comprise tax compliance services.

The partner appointed by the external auditor to take responsibility
for the annual audit has been responsible for the service since 2006.
Pursuant to applicable U.S. securities laws, the partner responsible
for the annual audit may not undertake the service for more than 5
consecutive years.

Bitzih  BREESFN ST LFHE
THAFSXEEHREENTIE A8
BERE R M(ERT - BRHiR
(Sarbanes —Oxley) /AR S E A EHMG
o REREEEAXNNGESTGEMA
— AR HTHGER) A NERESIEHE (404
B mERNEEEERTREANSIR
T~

SARECHED

EARIEERA - SMNEEFRTBNATRETARA
E¥18.44BET EPHARM18.38H
BTAREFTEHAEMIRRERHR
WEEAMPBEETEMNRRE, ST
FERBRREER20-FRISTFEENESF
B FENARYC.06EBITLAFE
FBHRETEABNER - B ERT
BEZEESATRESAQNTEEESH
#E o

ERZReCEBERRIEETRGHE
RERBA - WREBZIFET R (TR
BUEEERE TR RANERE
HEBOBREHEN =) RAZEH g
SREREFTEV BN o FFESGRBEERRE
TG RARTS -

SNEEFEIE AIZRABEARRETNG
B AR ZRBNTFRBEZRES - REE
ANEREHZED - ARRRRENNEG
BATREEEET IR T RS -

PREABERBA[/LE —BFLFEFH

69




70

REMUNERATION AND APPRAISAL COMMITTEE

At the Company's annual general meeting held on 29 June 2007, the
members of the fifth session of the Board of the Company were
appointed during the re-election. Mr. Zhou Ruijin was elected as
chairman of remuneration and appraisal committee and non-executive
Director Luo Chaogeng and independent non-executive Director Wu
Baiwang were appointed as members of the committee. After each
internal meeting, the remuneration and appraisal committee reported
to the Board of the Company. Constitutional documents of the
remuneration and appraisal committee are posted on the Company’s
website.

The remuneration and appraisal committee held 1 meeting in 2007,

Members and attendance of the remuneration and appraisal committee
are as follows:
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Attendance/
Directors No. of meetings Attendance
BEE HERE EERH g
Zhou Ruijin Bins 1/1 100%
Luo Chaogeng BIRE 1/1 100%
Wu Baiwang =B 1/1 100%

REMUNERATION POLICY OF EXECUTIVE DIRECTORS

Remuneration packages of executive Directors are aimed primarily at
linking the remuneration of executive Directors to their performance
and providing appropriate incentives. Pursuant to the policy, Directors
are not allowed to approve their own remuneration.

The remuneration of executive Directors mainly comprises basic salary
and bonus.

BASIC SALARY

Executive Directors review and approve the basic salary of each
executive Director every year pursuant to the remuneration policy of
the Company. Pursuant to the service contracts entered into between
the Company and each of the executive Directors, executive Directors
are entitled to receive a fixed annual salary.

BONUS

Bonuses are calculated based on the measurable performance of the
operating units for which the executive Directors are responsible.
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REMUNERATION POLICY OF NON-EXECUTIVE DIRECTORS

Non-executive Directors do not receive remuneration from the Group.

Allowances (before tax) received by the 5 Independent Non-executive
Directors in 2007 were as follows:

Hu Honggao RMB120,000
Peter Lok HK$120,000
Wu Baiwang RMB120,000
Zhou Ruijin RMB120,000
Xie Rong RMB120,000

NOMINATION COMMITTEE

The Company has not established a nomination committee and the
Board of the Company is directly responsible for nominating Directors.
Pursuant to the articles of association, candidates for Director shall
be nominated by the Board or shareholders, and nominations shall
be submitted to the general meeting as motions for consideration.

INVESTOR RELATIONSHIP

The Company undertakes that the disclosure it makes is fair,
comprehensive and transparent. The ultimate priority is to ensure
effective communication with investors and to ensure that the Board
of the Company is aware of the views of major shareholders. The
Chairman meets major shareholders on a regular basis and the routine
communication of the Board of the Company with the major
shareholders is conducted through the company secretary.

The Company has drawn up and implemented an Information Disclosure
and Management System and has further improved the information
disclosure system in order to ensure the accuracy, completeness and
timeliness of information disclosure; the Company has also established
an information disclosure office for which the company secretary is
responsible. The information disclosure office is mainly responsible
for the collection, collation and compilation of basic information for
disclosure, and is also responsible for drawing up the internal control
and procedural guidelines. It is responsible for monitoring the correct
implementation of the various control measures.

The Company has also implemented an Investor Relationship
Management System, which specifies the basic principles and the
institutional structure of the investor relationship management, as
well as the duties and responsibilities of investor relationship work,
so as to further foster corporate integrity and discipline, and to
realize standardized operation, with the ultimate aim of maximizing
the corporate value and shareholders’ interests, and ensuring that
benefits of investors are protected.

FHTHSZHMSER

JEERITE B 49 TR 25 5 [ O SRR P L
ﬁ o

HAREBUNTEEL —FFLFHE

SEUNT Hifs (B1) -

A AR#120,0007T
BEmM ##0120,0007C
RERE ANEH120,0005T
BinE AE#120,0007T
B AE¥120,0005T

REZAY
AATNBELERTIZEERY - A1)
ERHAEANIRAES - REQARE
HE  EFERAREFERBRRE -
BAREHRRRBRAEEH «

REBEEME

ARG IEAENEE RIBE SIS
MRS - HEFEFORREL - 2R
REKEEFERNER - WRERAAQT)
EFENATERROER - At - TR
EALEREETE - ARREEGRLE
RESEHEE  TRLFELTHER
i1

ARARHIELEMT (ERBREEER
B g —SEERRNEEHES
B - BRATHMRES S A - 5
BHAREY  AREYTARAREE
BOEEEENRAE - EREERLET
ZEHEERRBERENNKE - EHE
BB TE - AEHERERRERERNA
HIEHIREFERE - 6IE AREES
BRSIHIENERRITETE

ARAENELEETUREZEHEER
HIED - HETIAEERETENERR
AIFEIERE - REEBENIIEATM
TERE - B REARSESRR - AR
i {E - RRBRLFBERAEMARE
Flas AL - I EREREE R

PENFLAERAARLE —2SLFER

7




72

The Company has released information in relation to its quarterly
results. In the latest annual general meeting held on 29 June 2007
in Shanghai, the meeting was open to all the shareholders and the
media. A total of 12 shareholders attended in person or by proxy.

In the annual general meeting, each matter was proposed as a
resolution and voted by poll.

Investors and the public may access our website and download
coverage on such briefings. The website also sets out details of each
of the Group’s operations. Announcements of the interim and final
results may also be downloaded from the website.

In 2007, the company secretary and principal officer of the capital
investment market held 83 investors’ meetings with Hong Kong
investment analysts and investors, and also held 5 press conferences
with media in the PRC.

Based on publicly available information and to the best knowledge
of the Directors, at least 25% of the total issued share capital is
held by the public. As at 31 December 2007, there were a total of
168,466 shareholders on the Company's register of members.

For any enquiries of the Board of the Company, shareholders may
use the shareholders” hotline 8621-62686268, e-mail at ir@ce-air.com
to contact the company secretary, or they may put forward their
questions in the annual general meeting or extraordinary general
meetings. In respect of the proctedures for shareholders to convene
annual general meeting or extracrdinary general meetings, they may
make enquiries of the company secretary through the aforesaid
channels,

On behalf of the Board of the Company

Li Fenghua
Chairman

Shanghai, the PRC
14 April 2008
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Dear Shareholders,

In 2007, the members of the Supervisory Committee, basing
themselves on the powers hestowed upon them by the Company Law
and the Company's articles of association and their sense of
responsibility toward all the shareholders, actively carried out their
tasks, faithfully performed their supervisory duties and protected
the legitimate rights and interests of the Company and of all the
shareholders.

On 19 April 2007, the Supervisory Committee held a meeting, during
which it adopted the Report of the Supervisory Committee for the
year 2006, and resolved that it would be put forward to the 2006
Annual General Meeting of the Company for consideration; and at
the same time, the Committee reviewed the financial report of the
Company for the year 2006 and expressed a written audit opinion
that the financial report of the Company for the year 2006 truly
reflected the financial position and operating results of the Company,
and resplved that it would be put forward to the 2006 Annual
General Meeting of the Company for consideration; and it agreed
with the resolution of no distribution of profits passed by the Board
of Directors. On 26 April 2007, the Supervisory Committee held a
meeting, during which it reviewed the full text and summary of the
Company's report for the first quarter of 2007 and expressed an
audit opinion. On 29 June 2007, the Supervisory Committee held a
meeting, during which it elected Ms. Liu Jiangbo as chairman of the
fifth Supervisory Committee. On 29 August 2007, the Supervisory
Committee held a meeting, during which it reviewed the 2007 interim
report of the Company and resolved that the 2007 interim report of
the Company truly reflected the financial position and operating
results of the Company. On 29 October 2007, the Supervisory
Committee held a meeting, during which it reviewed the full text
and summary of the Company's report for the third quarter of 2007
and expressed an audit opinion.

The Supervisory Committee has carefully reviewed financial
information such as the financial report and the profit distribution
scheme to be submitted to the 2007 Annual General Meeting for
deliberation, and found no problems with these submissions. After
examination, the Supervisory Committee did not discover any acts
of insider trading in the Company's purchase or sale of assets, or
any actions of the directors, presidents or other senior executives
in carrying out their duties that in any way violated laws, regulations,
or the articles of association of the Campany or were prejudicial to
the interests of the Company.
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In the new year, the Supervisory Committee will, as in the past, W —F  FEFEH—0BE - BET
conscientiously exercise the powers bestowed upon it by the LT B TR SIEET - 178k
Company's articles of association and perform corresponding HERTS - - P INEIHEE - AHEE
obligations, further strengthen its supervision of the Company's T BEFEEINREREE - T
financial affairs and ensure compliant business practices. It will DRI BRMET IS -

continue to explore monitoring and control mechanisms which are of

benefit in protecting investors and promoting the Company's

development.

The Supervisory Committee is extremely grateful for the continuous FEFEHENTE—HEHSURR  EE
strong support for its work offered by all the shareholders, directors, REBELIMNRNER  BUHRFRROE
staff and workers. & e

On behalf of the Supervisory Committee REEED

Liu Jiangbo BT

Chairman of the Supervisory Committee EFSEFE

Shanghai, the PRC FER LS

14 April 2008 —EENEMA+EA
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TO THE SHAREHOLDERS OF CHINA EASTERN AIRLINES
CORPORATION LIMITED

{incorporated in the People’s Republic of China with limited liability)

We have audited the consolidated financial statements of China
Eastern Airlines Corporation Limited (the “Company”) and its
subsidiaries {together, the “Group”) set out on pages 77 to 202,
which comprise the consolidated and Company balance sheets as at
31 December 2007, and the consolidated income statement, the
consolidated statement of changes in equity and the consolidated
cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors of the Company are responsible for the preparation and
the true and fair presentation of these conscolidated financial
statements in accordance with International Financial Reporting
Standards and the disclosure requirements of the Hong Kong
Companies Ordinance. This responsibility inctudes: designing,
implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the circumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. We conducted our audit in
accordance with International Standards on Auditing. Those Standards
require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance whether the financial
statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the
entity’s preparation and true and fair presentation of the financial
statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An
audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made
by management, as well as evaluating the overall presentation of
the financial statements.
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We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

OPINION

In our opinion, the consolidated financial statements give a true
and fair view of the financial position of the Company and the Group
as at 31 December 2007, and of the Group’s financial performance
and cash flows for the year then ended in accordance with
International Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the Hong
Kong Companies Ordinance.

OTHER MATTERS

This report, including the opinion, has been prepared for and only
for you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other persen for the
contents of this report.

Pricewaterhouseloopers
Certified Public Accountants
Hong Kong, 14 April 2008

China Eastern Airlines Corporation Limited Annual Report 2007

HFNEE - RFIFMESNFREEERRE
MEERARMNELERBHER -

BER

#RMRE - AFHRAVBRRCREELR
MmEEMAEEm A TRREATR
REER-ZR+F+A=+—B1H
Bl B B R EZ R L FEMRER
REBRERE - ¥ REFE(LFHEDD
HEBRATZAES -

HtEB1E

AHREELER - EREERERERS 5k
A RERIEEAR N « HPITER
TR ENABRERFEMEA LR LS0EE
EREE -

BERUKEG SRR
HEEFE
& —FENFHATEA




(Prepared in accordonce with Internationgl Financial Reporting Standoards) (#c B BF B 55 ¥R & S R #4)
For the yeor ended 31 December 2007 HE — TR ELFF+_AZ+—HUEFE

2007 2006
—R8LHF —BEBXREF
Note RMB'000 RMB'000
g AR®F R AR® T
Revenues WA 5 42,521,226 37,634,132
Other operating income, net Hip &l FH 6 604,713 424,265
Operating expenses BRI
Aircraft fuel TR #86 pK Hd (15,117,147) (13,608,793)
Take-off and landing charges ik §] R e (5.174,183) (4.989,382)
Depreciation and amortisation BTFTHEENSE B (4,811,916) (4,597,178)
Wages, salaries and benefits TE - HF&RhiEA 8 (4,327,397) (3,538,082)
Aircraft maintenance R HEE (2,392,039) (2,647,340)
Food and beverages MERRME (1,235,578) (1,188,016)
Aircraft operating lease rentals R#EEEMERAS (2,850,873) (2,954,751)
Other operating lease rentals HiugetmEaghs (292,844) (276,715)
Selling and marketing expenses HENRTSEEH (1,805,342) (1,734,987)
Civil aviation infrastructure levies ENERRERRER (781,613) (696,428)
Ground services and other charges WHESERRMLER (224,466) (162,104)
Office, administrative and mo - EBERHEMER
other expenses (3,943,083) (3,620,718)
Deficits on revaluation/ g EEEk
impairment loss 17,39 {(130,921) {1,035,343)
Total operating expenses Buyiied (43,087,402) (41,049,837)
Operating profit/{loss) MR (B58) 9 38,537 (2,991,440)
Finance income WA 10 2,119,881 1,008,563
Finance costs B % % 11 (1.978,550) (1,765,981)
Share of results of associates BhEME AR EE 21 58,312 103,566
Share of results of jointly BOHBIEH
controlled entities il E ¥ 22 30,086 29,595
Profit/{loss) before income tax BRBAER, (BR) 268,266 (3,615,697)
Income tax HR 12 (23,763) 162,932
Profit/{loss) for the year FEHRHN, (EE) 244,503 (3,452,765)
Attributable to: BB
Equity holders of the Company RKOTRHEREA 268,896 {3,313,425)
Minority interests LR RIER (24,393) (139,340)
244,503 (3,452,765)
Earning/{loss) per share FAXRRFTHERBAEA
attributable to the equity FE(R BT, (B518)
holders of the Company
during the year
- basic and diluted —HEAR#E 15 RMBO0.06 RMB(0.68)

The notes on pages 85 to 202 are an integral part of these

consolidated financial statements.
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(Prepared in gccordance with International Financial Reporting Standards) {1 B2 B B 15 40 & (E R BY)

As at 31 December 2007 HE _FF+EF+-_A=Z+—BuUFF

2007 2006
—2RtE —EBTRE
Note RMB’'000 RMB'000
i AR¥TR ARBTT
Non-current assets ERBEE
Intangible assets BEREE 16 1,244,706 1,337,554
Property, plant and equipment ME - BRERHE 17 47,548,204 40,050,466
Lease prepayments HRHEER 18 967,497 1,054,362
Advanced payments on R4 7R 5 R
acquisition of aircraft 19 6,695,573 7,668,708
Investments in associates b= i /N 21 601,119 623,390
Investments in jointly BERAEAZHER
contretled entities 22 336,966 115,540
Available-for-sale financial assets M ECREE 53,236 47,554
Other long-term assets HuEHEE 23 660,751 1,099,265
Deferred tax assets BREBEEE 33 113,211 82,146
Derivative assets TTEEE 36 6,077 73,269
58,227,340 52,152,254
Current assets REBEE
Flight equipment spare parts R BETH 1,124,936 1,198,642
Trade receivables and FE R 3 R B W R R 24 2,096,007 1,719,782
notes receivable
Amounts due from related FEN A RMBDRIRIE 42 65,455 352,719
companies
Prepayments, deposits and B ERR
other receivables H b FE WK 25 2,555,649 2,759,065
Cash and cash equivalents REMAEEED 26 1,655,244 1,987,486
Derivative assets TTHEEE 36 89,470 113,532
Non-current assets held for sale FHEERBEE 39 2,262,058 882,426
9,848,819 9,013,652
Current liabilities ARBAM
Sales in advance of carriage BERT 1,211,209 891,659
Trade payables and notes payable B R REANER 27 3,137,880 5,026,764
Amounts due to related companies FEf~f B BB 2 BB 42 671,593 348,477
Other payabtes and H R R R
accrued expenses RIEER 28 9,624,491 7,873,603
Current portion of obligations REHERED
under finance leases e 29 2,545,223 2,803,956
Current portion of borrowings BRmRBEH 30 18,494,521 16,016,327
Income tax payable FERTRLTR 90,867 80,483
Current portion of provision for M z8 AER
aircraft overhaul expenses &Y i 8 & {n 31 - 20,900
Derivative liabilities g =gic] 36 20,238 124,722
Liabilities directly associated with HEgHEERSBEE
non-current assets held for sale EEHENAE 39 127,239 442,935
35,923,261 33,629,826
Net current liabilities FRBA M (26,074,442) (24,616,174)
Total assets less current liabilities SEEHKBAR 32,152,898 27,536,080
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(Prepared in accordance with International Financial Reporting Standards} ( 170 B0 8% 51 55 88 &5 i R MG BY)
As at 31 December 2007 BME-QRFEF+ A=+ —HBUFEF

2007 2006
—g8+t#E —BEAF
Note RMB'000 RMB’000
HE AR®TR ARETT
Non-current liabilities 7 7 B 8 &
Obligations under finance leases BEHEBRAE 29 13,906,987 9,048,642
Borrowings ¢ 30 11,369,307 12,091,413
Provision for aircraft M AERAER
overhaul expenses 31 956,910 489,721
Other long-term liabilities HiwRHBE 32 864,336 614,655
Deferred tax liabilities BIEBREAR 33 50,369 68,459
Post-retirement benefit obligations RRE 1R EH 34(b) 1,370,702 1,292,960
Long-term portion of staff BT Ema
housing allowance # & A& (7 35(b) - 439,491
Derivative tiabilities PTHERE 36 21,558 14,096
28,540,169 24,059,437
Net assets FEE 3,612,729 3,476,643
Equity B
Capital and reserves attributable to ARAEEFEA
the equity holders of the Company EIEER LR
Share capital A2 7= 37 4,866,950 4,866,950
Reserves fi# 38 (1,839,187) (2,052,053}
3,027,763 2,814,897
Minority interests DB ERER 584,966 661,746
Total equity ook K 3,612,729 3,476,643

Li Fenghua
FZ8E
Director

BFE

The notes on pages 85 te 202 are an integral part of these consolidated
financial statements.

Cao Jianxiong
g
Director
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(Prepared in accordance with International Financial Reporting Standards) (4 5P B% i B6 38 & i Bl &)

As at 31 December 2007 HE—FF+tF+-A=+-HUFFE

2007 2006
—eRLF —BERE
Note RMB’'000 RMB'000
3 AR F AR®TT
Non-current assets HABDEE
Intangible assets BEAE 16 939,674 1,032,679
| Property, plant and equipment ¥ HEREE 17 38,811,488 31,606,868
Lease prepayments BHANEER 18 425,136 497,668
' Advanced payments on RBTETR
: acquisition of aircraft 19 6,695,573 7,006,853
Investments in subsidiaries LERHTB QD] 20 3,785,557 3,882,670
Investments in associates = RN 21 377,872 377,872
Investments in jointly RERERZHER
controlled entities 22 301,802 59,552
Available-for-sale financial assets AHESREE 37,487 31,806
Other long-term assets HibREHAEE 23 498,849 994,729
Derivative assets TTEBE 36 6,077 73,269
51,879,515 45,563,966
Current assets RBEE
Flight equipment spare parts REEBEEH 864,204 931,415
Trade receivables and notes EWERREWER
receivable 24 1,375,156 1,116,466
Amounts due from related 7 A RS D B
companies 42 64,410 351,209
Prepayments, deposits and BRR - FRE
other receivables H i 7 WK 25 2,150,609 2,318,010
Cash and cash equivalents ReRAeEED 26 1,040,897 1,109,834
Derivative assets TTHEEE 26 89,470 113,532
Non-current assets held for sale FHEETHEE 39 764,120 882,426
6,348,866 6,822,892
Current liabilities il =R
Sales in advance of carriage TRE#M 1,211,209 891,659
Trade payables and notes payable BEABRRERENAER 27 2,662,716 4,610,855
Amounts due to related companies FEf B R R R 42 535,341 246,362
Other payables and accrued H th /3R B
expenses RREH 28 8,337,940 6,570,291
Current portion of obligations BHEHERH
under finance leases B i B BR 15 29 2,316,781 2,636,057
Current portion of borrowings ERn R EG 30 15,943,774 13,004,878
Current portion of provision for REBXEBRAESR
aircraft overhaul expenses & i &h &8 (D 31 - 20,900
Derivative liabitities fTERE 36 20,238 124,722
Liabilities directly associated with REHEERGEE
non-current assets held for sale EERHENAE 39 127,239 442,935
31,155,238 28,548,659
Net current liabilities REBFAER (24,806,372) (21,725,767)
Total assets less current liabilities KB EFHABAM 27,073,143 23,838,199

80 China Eastern Airlines Corporation Limited Annual Report 2007




(Prepared in accerdance with International Financial Reporting Standords) (12 B8 BY 55 4 & 2t Ailis 24

As at 31 December 2007 BEZE—FF+E+-_A=+—FBUHFF

2007 2006
—®¥BLEF ZREREF
Note RMB'000 RMB'000
2 AR®F T AR®F T
Non-current liabilities E N E=Ri |
Obligations under finance leases RmEEEAME 29 11,455,722 7,511,373
Borrowings EX 30 9,650,583 10,841,915
Provision for aircraft REREEBER
overhaul expenses 31 737,371 408,690
Other long-term liabilities HitREAME 32 781,412 614,655
Post-retirement benefit obligations BIREBAER 34(b) 1,195,070 1,144,653
Long-term portion of B T 5 was
staff housing allowance &) = B &f {7 35(b) - 413,386
Derivative liabilities fiEaE 16 21,558 14,096
23,841,716 20,948,768
Net assets BHEE 3,231,427 2,889,431
Equity b A
Capital and reserves attributable to AOEHEHERAEA
the equity holders of the Company REERRER
Share capital AR A= 37 4,866,950 4,866,950
Reserves 1 38 (1,635,523) {1,977,519)
Total equity BE® 3,231,427 2,889,431

Li Fenghua Cao Jianxiong
FaE HEn
Director Director

BE HE

The notes on pages 85 to 202 are an integral part of these RS HZE202 B AM B R EBEER
consolidated financial statements. e
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{Prepured in vccordance with International Finoncial Reporting Standards) ({2 B 55 B 55 37 & 38 QIAE 84)

for the year ended 31 December 2007 EZ —F R+ F+-A=1—HUHEF

2007 2006
-89+tF —EBEBXF
Note RMB'000 RMB'000
TE AR TR ARBTT
Cash flows from operating activities HEEFHNRLEFHR
Cash generated from operations EEEXENRSE 40(a) 4,998,034 3,458,510
Interest paid SAREUESH {(2,240,721) (2,097,077)
Income tax paid B AR {62,549) (22,740)
Net cash inflow from operating CHEIDEENFERSE
activities 2,694,764 1,338,693
Cash flows from investing activities BB IZTBHMNRESHI
Additions of property, fEAMmE -
plant and equipment W RaEE (1,592,310) (879,756)
Proceeds from disposal of HEME - BB
property, plant and equipment REFT K 70,681 328,419
Acquisition of land use rights BE AL GE e - (37,158)
Acquisition of available-for-sale BBARBEEERE
financial assets NEREE - (6,751)
Advanced payments on - BEBR
acquisition of aircraft MITHRBWATEMR (3.737,079) {4.560,694)
Refund of advanced payments TR A2 £} B il (3
upon delivery of aircraft Ay TR TR 5 3R 3,064,580 3,744,513
Repayment of other payables {12 H fh BB 1 3K
(instalment payment for (BA-MmZEHE
acquisition of an &5 BT R)
airline business) (30,000) {30,000)
Interest received 2 WHE 96,849 120,161
Dividend received B AR 22,367 8,617
Acquisitions of controlling bR gk N i OB
interests in associates, ERBRESMRE
net cash outflow 40(d) - (366,529}
Capital injection in jointly MERTHERIE
controlled entity {92,416) -
Proceeds from disposal of HH B B A Rl 2
interest in a subsidiary FrigR& 40(c) 441,002 -
Net cash outflow from REZIBHETENERS
investing activities {1,756,326) (1,679,178)
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(Prepared in accordance with International Financial Reporting Standords) (1 B 8% 51 55 #0 & 22 R &)
For the year ended 31 December 2007 HE —FFELF+_A=+—BUHFE

2007 2006
—RetLF —BERAREF
RMB'000 RMB'000
AR®BTR AR T
Cash flows from financing activities BRETBHNASTHE
Proceeds from draw down EHRITERAEK
of short-term bank loans 18,464,695 14,748,954
Repayments of short-term MEEBRITEK
bank loans {16,020,304) {15,133,553)
Proceeds from draw down RESBITEREAER
of long-term bank loans 3,383,349 6,909,927
Repayments of long-term bank loans fERHEEITER (2,985,480) (4,179,412)
Principal repayments of HERENSG
finance lease obligations RENEE (2,974,718) (2,539,995}
Proceeds from issuance BOTEMZERER
of notes payable 4,351,121 7,696,014
Repayments of notes payable MERGREE (6,206,321) (6,014,279)
Repayment of debentures TEEH - (2,000,000}
Refund of deposits for finance WEEHEREEE
leases upon maturities RERE 779,646 1,046,732
2004 dividend paid X {2004 %F % F| - (60,000)
Dividends paid to minority =) B BB 2 A] &Y A 81
shareholders of subsidiaries A% 3R 3 45 AR R (46,400) (53,550)
Net cash outflow from RETHELEFERSE
financing activities (1,254,412) 420,838
Net (decrease)/increase in cash R:RESE@BNF
and cash equivalents (B 2) 7480 (315,974) 80,353
Cash and cash equivalents at —A—Bmigk
1 January e ESEY 1,987,486 1,864,001
Exchange adjustments fE 2 3R &8 (16,268) 43,132
Cash and cash equivalents +t-—B=+-HHNEE
at 31 December RASEEY 1,655,244 1,987,486

The notes on pages 85 to 202 are an integral part of these

consolidated financial statements.
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(Prepared in accordence with International Financiol Reporting Standards) (} EIBS B B R e iR Rl i )
For the year ended 31 December 2007 BE=—§ L F+ A=+ —HUFEF

Attributable to equity

holders of the Company
XRARRAR
Minority
Share Other Accumulated SH
capital  reserves losses  Subtotal  interests Total equity

Bx Hi RREA B2 RRAE L8R
RMI000  RMBO00  RMBOO  RMBOOD  RMBOOD  RMB000
ARSTI ARBTL ARETR ARBTR ARYTR AEMTR

Balance at 1 January 2006 “2ERF-A-BREE 0 4866950 1229115 (539) 6005526 822,477 6,918,003
Cash flow hedges, net of tax EeAgEl HBRER - 8,441 - 8,441 - 8,441
Revaluation seserve, net of tax, arising from HERE-FUBEBEQE
the atquisition of a controlfing BHEREAKANS
interest in an associate nEfelENERAE -
nEER - 3% - 235 - 24,355
Dividend paid to minority FHHARR P ERERA
interests in subsidiaries - - - - (£2,892)  (42,802)
Loss for the year FRER - - (3313,425) (3.313,425)  (130,340) {3.452,765)
Additions through acquisitions of FRUBHBLAREN
subsiciaries - - - - 21,501 21,501
Transfer to other reserve E: PN iege 1 - 966 (20,966) - - -
Balance at 3t December 2006 ZRERFLCF
S+-BER 4,366,950 1282877 (3334.930) 2814807  G6L746 3,476,663
Balance at 1 January 2007 “QBLE-B-REH 4866050 1282877 (3,334930) 2814897 661,746 3,476,643
{ash flow hedges, net of tax ReFRER NKREE - (18,197 - (18,187 - (18,197)
Dividend paid to minority XAHALTE
interests in subsidiaries HYHBREEH - - - - (46,400)  (46,400)
Profit for the year ERAN - - 268,896 268,896  (24,393) 244,503
Share of revaluation surplus for available BR{EBEATHBHTH
for sale investments held by associates  HER BN EEE - 22167 - 22,187 - 187
Disposa! of a subsidiary HEFAT - - - - (5987) (5987)
Adjustment to statutory and BELEREELRE
discretionary reserves (Note 38) (2 R38) - (428,808) 428,808 - - -
Balance at 31 December 2007 “88tE+CH
z+-BEH 4,866,950 798,039 (2,637,226) 3,027,763 584,866 3,612,729
The notes on pages 85 to 202 are an integral part of these B HE0EAMBMEAMEBRE
consolidated financial statements. e
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(Prepared in accordance with International Financiol Reporting Standards) (IX BB A1 5 &£ ARG )
For the year ended 31 December 2007 HE=FF+FF A=+ —Hu4¥F

CORPORATE INFORMATION

China Eastern Airlines Corporation Limited (the “Company”), a
joint stock company limited by shares was incorporated in the
People’s Republic of China {the “PRC") on 14 April 1995. The
address of its reqgistered office is 66 Airport Street, Pudong
International Airport, Shanghai, the PRC. The Company and
its subsidiaries (together, the “Group”) are principally engaged
in the operation of civil aviation, including the provision of
passenger, cargo, and mail delivery and other extended
transportation services,

The Company is majority owned by China Eastern Air Holding
Company (“CEA Holding”}, a state-owned enterprise
incorporated in the PRC.

The Company’s shares are traded on The Stock Exchange of
Hong Kong Limited, The New York Stock Exchange and The
Shanghai Stock Exchange.

These consolidated financial statements have been approved
for issue by the Board of Directors on 14 April 2008.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation
of these financial statements are set out below. These policies
have been consistently applied to all the years presented,
uniess otherwise stated.

(a) Basis of preparation

The consolidated financial statements of the Company
have been prepared in accordance with Internationat
Financial Reporting Standards (“IFRS") and the
disclosure requirements of the Hong Kong Companies
Ordinance. The consolidated financial statements have
been prepared under the historical cost convention, as
modified by the revaluation of property, plant and
equipment, available-for-sate financial assets, financial
assets and financial liabilities {including derivative
instruments) at fair value through profit or loss.

The preparation of consolidated financial statements in
conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to
exercise its judgment in the process of applying the
Group’s accounting policies. The areas involving a higher
degree of judgment or complexity, or areas where
assumptions and estimates are significant to the
consolidated financial statements, are disclosed in Note
4.,
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{Prepased in accordance with International Financial Reparting Standards) (76 50 5% 51 76 80 & i AW iR &4)

For the year ended 31 December 2007 B E _FF+E+_A=+—FiI#F

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(a)

Basis of preparation {Cont’d)

The Group’s accumulated losses were approximately
RMB2,637 million as at 31 Decembar 2007 and its
current liabilities exceeded its current assets by
approximately RMB26,074 million. Based on the Group's
history of obtaining finance, its relationships with its
bankers, banking facilities available and net operating
cash inflow, the Board of Directors consider that the
Group will be able to obtain sufficient financing to
enable it to operate and meet its liabilities as and
when they fall due. Accordingly, it is appropriate that
these conscolidated financial statements should be
prepared on a going concern basis and they do not
include any adjustments that would be required should
the Company and the Group fail to continue as a going
concern.

(i) Standards, amendment and interpretations
effective in 2007

. IFRS 7, ‘Financial instruments: Disclosures’,
and the complementary amendment to IAS
1, 'Presentation of financial statements -
Capital disclosures’, introduces new
disclosures relating to financial
instruments.

China Eastern Airlines Corporation Limited Annual Report 2007

2. EESHEERE (W

(a) MAUEZE ()

HI-ZEB+E+_A=+—
B AEUEEEREARY
2,637HET - MEIBEARR
IHEEARY26,07488T - B
ERAEHENRENRE - 8
BERIBTTRUEEENR TS
M  CIESmMEREHEER
BREREHRA HHEMAR
SET LB RNRE R
B ORREEEIENES - &
PUA LRI - N2 E] RAEEAY
WML BIEEAIETE
BRSEERTRENAE
LESSUBBEEAERME
RRFEEEIRE -

() E-S@LtFELNYE
R 6T RER
o HRMBEUFIRIE
MIA:RE] EE
BREAERIZ 10 (M5
HENEZR-ELAR
RIMMTEBRISIAT
AR T AN
HTE -




2.

(Prepared in accordance with International Financial Reperting Standards} (2 BI85 81 B R & S AW B2)
For the year ended 31 December 2007 BE — QP+ E+ _A=+—BUFE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(a)

Basis of preparation (Cont’d)

(i)

Standards, amendments and interpretations to
existing standards that are not yet effective
and relevant for the Group’s operations

The following standards, amendments and
interpretations to existing standards have been
published and are mandatory for the Group's
accounting periods beginning on or after 1
January 2008 or later periods, but the Group has
not early adopted them:

. IFRIC 13, "Customer loyalty programmes’
{effective from 1 July 2008). IFRIC 13
clarifies that where goods or services are
sold together with a customer loyalty
incentive (for example, loyalty points or
free products), the arrangement is a
multiple-element arrangement and the
consideration receivable from the customer
is allocated between the components of
the arrangement using fair values. The
Group will apply IFRIC 13 from 1 January
2009. The expected impact is still being
assessed in detail by management.
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(Prepared in accordance with International Financiol Reporting Standords) ({FEJBEBI fF iR &5 SERNIR &)
for the year ended 31 December 2007 BE —_FF+EHF A=+ R EF

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(2)

Basis of preparation {Cont’d)

(ii)

Standards, amendments and interpretations to
existing standards that are not yet effective
and relevant for the Group’s operations {Cont'd)

IFRIC 14, 'TAS 19 - The limit on a defined
benefit asset, minimum funding
requirements and their interaction’
(effective from 1 January 2008). IFRIC 14
provides guidance on assessing the limit
in TAS 19 on the amount of the surplus
that can be recognised as an asset. It
also explains how the pension asset or
liability may be affected by a statutory or
contractual minimum funding requirement.
The Group will apply IFRIC 14 from 1
January 2008, but it is not expected to
have any impact on the Group’s accounts.
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(Prepared in accordance with International Financiol Reporting Standards} (1 B0 BT 1 B #R & S RIiR &)
For the year ended 31 December 2007 B E=C R+ F+ _HA=+—BUFE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont'd)

(a} Basis of preparation {Cont'd)

(i)

Standards, amendments and interpretations to
existing standards that are not yet effective
and relevant for the Group’s operations
(Cont'd)

IAS 1 (Revised), “Presentation of Financial
Statements” (effective from 1 January
2009). IAS 1 (Revised) requires all owner
changes in equity to be presented in a
statement of changes in equity. All
comprehensive income is presented in one
statement of comprehensive income or in
two statements (a separate income
statement and a statement of
comprehensive income). It requires
presenting a statement of financial
position as at the beginning of the
earliest comparative period in a complete
set of financial statements when there
are retrospective adjustments or
reclassification adjustments. However, it
does not change the recognition,
measurement or disclosure of specific
transactions and other events required by
other IFRSs. The Group will apply IAS 1
(Revised) from 1 January 2009.

IFRS 8, 'Operating segments’ (effective
from 1 January 2009). IFRS replaces IAS
14 and aligns segment reporting with the
requirements of the US standard SFAS 131,
“Disclosures about segments of an
enterprise and related information’. The
new standard requires a ‘'management
approach’, under which segment
information is presented on the same
basis as that used for internal reporting
purposes. The Group will apply IFRS 8
from 1 January 2009, but it is not
expected to have any impact on the
Group’s financial statements.
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(Prepared in nccordance with International Financiol Reporting Standards) (15 B3 8% 51 75 3 & F RiikR &)

For the yeor ended 31 December 2007 HE_FF+F+-_A=+—HULFH

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(a) Basis of preparation (Cont'd)

(ii) Standards, amendments and interpretations to
existing standards that are not yet effective
and relevant for the Group's operations (Cont'd)

. IAS 27 (Revised) “Consolidated and
Separate Financial Statements” {effective
from annual period beginning on or after
1 July 2009). The amendment requires non-
cantrolling interests (i.e. minority
interests) to be presented in the
consolidated statement of financial
position within equity, separately from the
equity of the owners of the parent. Total
comprehensive income must be attributed
to the owners of the parent and to the
non-controlling interests even if this
resuits in the non-controlling interests
having a deficit balance. Changes in a
parent’s ownership interest in a subsidiary
that do not result in the loss of control
are accounted for within equity. When
control of a subsidiary is lost, the assets
and tiabilities and related equity
components of the former subsidiary are
derecognised. Any gain or loss is
recognised in profit or loss. Any
jnvestment retained in the former
subsidiary is measured at its fair value at
the date when control is lost. The Group
will apply IAS 27 {Revised) from 1 January
2010.
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(Prepared in accordance with International Financiol Reperting Standards) (12 BI85 8F F5 3R & 2 IR )
For the year ended 31 December 2007 HE—FF+FE+T A=+ GBI FHE

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(a)

Basis of preparation (Cont'd)

(i)

Standards, amendments and interpretations to
existing standards that are not yet effective
and relevant for the Group’s operations (Cont'd)

IFRS 3 {Revised) “Business Combinations”
(effective for business combinations with
acquisition date on or after the beginning
of the first annual reporting period
heginning on or after 1 July 2009}. The
amendment may bring more transactions
acquisition accounting as
combinations by contract alone and
combinations of mutual entities are
brought into the scope of the standard
and the definition of a business has been
amended slightly. It now states that the
elements are “capable of being conducted”
rather than “are conducted and managed”.
It requires considerations (including
contingent consideration), each
identifiable asset and liability to be
measured at its acquisition-date fair value,
except leases and insurance contracts,
reacquired right, indemnification assets as
well as some assets and liabilities required
to be measured in accordance with other
IFRSs. They are income taxes, employee
benefits, share-based payment and non
current assets held for sale and
discontinued operations. Any non-
controlling interest in an acquiree is
measured either at fair value or at the
non-controfling interest’s proportionate
share of the acquiree’s net identifiable
assets. The Group will apply IFRS 3
(Revised} from 1 January 2010.

into
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(Prepared in accordance with Internotional Financial Reporting Standards) (7 B BR 81 B5 38 &5 3£ RV &)
For the year ended 31 December 2007 BE "B F-+F+ A=-+—HFIHEK

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EESHBERE @
{Cont'd)

{b) Revised accounting estimates and change of
accounting policy

(b) B AT BERRTBHRARE

(i) MBERXIBBAIENES

(i)  Treatment of aircraft and engine overhaul costs

During the year ended 31 December 2007, the
Group reviewed the way it accounts for certain
aircraft maintenance activities and decided to

BE
RoBBHFE+=A=+—
AR - REEHREA
e &SRR (EL A E AR

change its accounting policy with respect to the TERHEEMBERER
cost of major overhauls of airframes and engines BERRIEBRBNETK

held under operating leases. The review of the
Group's accounting policy was, in part, initiated
in response to recent changes in generally
accepted accounting practice in the United States
which have eliminated the use of the accrual
method for overhauls.

Previously, the Group accrued for the cost of
periodic major overhauls of airframes over the
period between overhauls based on flying hours
but only accrued for certain return condition
checks for engines based on the specific terms
of operating lease agreements. The Group has
now adopted a new policy under which the

K o SIFZNFHENHEP —
BRERHMEXR—R D
RETERTTBAIHEA
B EAEITHRIE -

RAGERE - ZEERES
HHEREERAENER
REERITNERAEZH
ETHRE - METEEAY
BRIRAREEEERGED
R LR IR T TIRR o
AR ER R AT R AS 5L

periedic cost of major overhauls of both airframes REREBRORTZRIF
and engines is expensed as incurred and accrual et A IS BRI
| is made for the estimated cost of return condition EMHEHRNRESER
| checks (for both airframes and engines} on a E - MAESBEARERKR
| straight line basis over the term of the relevant BB (BRERE R B
| lease. The Group determined that its new policy AMNBEEHEERRPE
' for accounting of overhauls for aircraft under Rt - 7&EBRREEHE
operating leases is more relevant and appropriate A L RN A R M0 ET
in the context of the significant growth in the BHBREEEANTER
size of the Group’s fleet, The new policy is M#EEREERTHOE
consistent with similar policies adopted by many e FTRVERTER R E A
other large international airlines with mature HEARBBENEBRATR

92

fleets. The impact of the change in accounting
policy for airframes is immaterial to the amounts
reported in prior years. If the adjustments had
been applied retrospectively, the impact would
have been to decrease aircraft maintenance
expense and loss for the year ended 31 December
2006 by RMB78 million {2005: increase aircraft
maintenance expense and loss for the year by
RMB26 million}.
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(Prepared in accordance with Internationat Financial Reporting Standards) ((E BB B S R RIR )
For the year ended 31 December 2007 B F —_FF+F+ _H=+—-8B U FF

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EESHHERE (H®)

(Cont’'d)

(b) Revised accounting estimates and change of (b) EFHAHBERGTHHEBE
accounting policy (Cont'd) (%)
(i)  Treatment of aircraft and engine overhaul costs () REBRFDEALHE

{Cont’d)

As part of the Group’s review of its accounting
for everhaul costs, inconsistencies were identified
in (1) the way that the Group’s previous policies
had been applied to certain individual engines
based on interpretation of their lease contracts;
and (2) the accounting for maintenance costs
under certain “Power by hour” contracts where
maintenance contractors receive agreed payments
based on the number of operating hours for the
engine. The net effect of the necessary
adjustments, if they had heen applied
retrospectively, would have been to increase
aircraft maintenance expense and loss for the
year ended 31 December 2006 by RMB33 millien
{2005: decrease aircraft maintenance expense and
loss for the year by RMB35 million), The impact
of these corrections is immaterial to the amounts
reported in prior years,

The aggregate impact of the application of the
change in accounting policy and the correction
of the inconsistencies referred to above is
immaterial to both the 2007 and pricr year
financial statements and all changes have been
recognised in the current year. The cumulative
impact of the new policy and the corrections
was an increase of RMB31 million in net assets
and profit as of and for the year ended 31
December 2007.
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(Prepared in accordance with International Finuncial Reperting Standards) (X E R A W EE G R)
For the year ended 31 December 2007 B E - ¥ F+FF_A=+—HIUFE

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EESTTHENE (@

(Cont'd)
(b) Revised accounting estimates and change of (b) B AHBERSTRRBE
accounting policy (Cont’d) (40

(ii)  Change in useful life of flight equipment (i) RBREHEAFREE

(iii)

The Group has changed the estimated useful tife
of flight equipment. Previously, flight equipment
was depreciated over 20 years plus an annual
provision of 7% for scrapped items. The economic
useful life of flight equipment has been reviewed
and it is now depreciated over 10 years with no
annual provision for scrapped items with effect
from 1 January 2007. Management considers the
new treatment maore accurately reflects past
experience and is consistent with industry
practice. The change in estimate has resulted in
a decreased depreciation charge of RMB44 million
for the year ended 31 December 2007.

Change in depreciation method for components
related to engine overhaul

The Group has changed the depreciation method
applied to components related to engine
overhauls. Previously, components related to
engine overhauls were depreciated on a straight-
line basis over 2 to 8 years. The economic useful
life of components related to engine overhauls
has been reviewed and component costs are now
depreciated between each overhaul period using
the ratio of actual flying hours and estimated
flying hours between overhauls. Management
considers the new policy better reflects the
pattern in which the component’s future economic
benefits are expected to be consumed by the
entity. The change in estimate has resulted in a
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decreased depreciation charge of RMB109 million HARE109EE T -
for the year ended 31 December 2007.
(c) Consolidation (c) M\

The consolidated financial statements include the SERasEAARREMEH
financial statements of the Company and ail of its BORHETA=1T—81m
subsidiaries made up to 31 December. Bk -
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(Prepared in accordance with International Financial Reporting Standards) (¥ ERBRBI MR & L IR BY)
For the yeor ended 31 December 2007 BME S FELF+ A=+ PBuFK

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EESTTHERE @

(Cont’d)
{c}) Consolidation (Cont'd)

(i)  Subsidiaries

(c) SEMEE ()
(i) HtEAE

Subsidiaries are atl entities (including special
purpose entities) over which the Group has the
power to govern the financial and operating
policies, generally accompanying a shareholding
of more than one half of the voting rights. The
existence and effect of potential voting rights
that are currently exercisable or convertible are
considered when assessing whether the Group
controls another entity.

Subsidiaries are fully consolidated from the date
on which control is transferred to the Group.
They are de-consolidated from the date that
control ceases.

The purchase method of accounting is used to
account for the acquisition of subsidiaries by
the Group, including those acquired from holding
companies. The cost of an acquisition is measured
as the fair value of the assets given, equity
instruments issued and liabilities incurred or
assumed at the date of exchange, plus costs
directly attributable to the acquisition.
Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business
combination are measured initially at their fair
values at the acquisition date, irrespective of
the extent of any minority interest.

The excess of the cost of acquisition over the
fair value of the Group’s share of the identifiable
net assets acquired is recorded as goodwill. If
the cost of acquisition is less than the fair value
of the net assets of the subsidiary acquired, the
difference is recognised directly in the income
statement.

Inter-company transactions, balances and
unrealised gains on transactions between Group
companies are eliminated. Unrealised losses are
also eliminated unless the transaction provides
evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries
have been changed where necessary to ensure
consistency with the policies adopted by the
Group.
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(Prepared in accordance with International Financial Reporting Standards) (#& 63 PR BF FF 5 &5 E Bl 4 )

For the year ended 31 December 2007 B E —

FFEF+ - A=+—HIULFF

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont'd)

(¢) Consolidation {Cont'd)

(i)

(i)

(iii)

Subsidiaries (Cont'd)

In the Company's balance sheet, the investments
in subsidiaries are stated at cost less provision
for impairment losses. The results of subsidiaries
are accounted for by the Company on the basis
of dividend received and receivable.

Transactions with minority interests

The Group applies a policy of treating transactions
with mingrity interests as transactions with
parties external to the Group. Disposals to
minority interests result in gains and losses for
the Group that are recorded in the income
statement. Purchases from minority interests
result in goodwill, being the difference between
any consideration paid and the relevant share
acquired of the carrying value of net assets of
the subsidiary.

Associates

Associates are all entities aver which the Group
has significant influence but not control,
generally accompanying a shareholding of
between 20% and 50% of the voting rights.
Investments in associates are accounted for using
the equity method of accounting and are initially
recognised at cost. The Group's investments in
associates includes goodwill {net of any
accumulated impairment loss) identified on
acquisition,

The Group’s share of its associates’ post-
acquisition profits or losses is recognised in the
income statement, and its share of post-
acquisition movements in reserves is recognised
in reserves. The cumulative post-acquisition
movements are adjusted against the carrying
amount of the investment. When the Group’s
share of losses in an associate equals or exceeds
its interest in the associate, including any other
unsecured receivables, the Group does not
recagnise further losses, unless it has incurred
obligations or made payments on behalf of the
associate.
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(Prepared in accordance with International Finoncial Reporting Standords) (Hr B PR BRI B iR & E A &)
For the yeor ended 31 December 2007 BE_FFLtFE A=+ —HL ¥R

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

{Cont'd)

(¢) Consolidation (Cont'd)
(iii) Associates (Cont'd)

(iv)

Unrealised gains on transactions between the
Group and its associates are eliminated to the
extent of the Group’s interest in the associates.
Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment
of the asset transferred. Accounting policies of
associates have been changed where necessary
to ensure consistency with the policies adopted
by the Group.

Dilution gains and losses in associates are
recagnised in the consolidated income statement.

In the Company’s balance sheet, the investments
in associates are stated at cost less provision
for impairment losses (Note 2(n)). The results of
associates are accounted for by the Company on
the basis of dividend received and receivable,

Jointly controlled entities

A jointly controlled entity is an entity in which
the Group has joint control over its economic
activity established under a contractual
arrangement. The Group’s investments in jointly
controlled entities includes gooadwill (net of any
accumulated impairment loss) identified on
acquisition,

The Group's interests in jointly controlled entities
are accounted for by the equity method of
accounting based on the audited financiat
statements or management accounts of the jointly
controlled entities. The Group's share of its
jointly controlled entities’ post-acquisition profits
or losses is recognised in the income statement,
and its share of post-acquisition movements is
adjusted against the carrying amount of the
investment. When the Group's share of losses in
a jointly controlled entity equals or exceeds its
interest in that entity, including any other
unsecured receivables, the Group does not
recognise further losses, unless it has incurred
obligations or made payments on behalf of the
jointly controlled entity.
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(Prepared in accordance with International Financial Reporting Standards) (S EIBE 51 B 1R & 2E RUIG &)
For the year ended 31 December 2007 B E_—FFELFT-AZ+—HBit &R

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EEETERERE W

(Cont’d)
(c) Consolidation (Cont'd)
(iv) Jointly controlied entities (Cont'd)

The Group recognises the portion of gains or

(c) EMEE (3
(iv) 2t/ 2 & M ()

FEBHRARZHEREL

losses on the sale of assets by the Group to the HEEDHMES EREIGH
joint venture that it is attributable to the other BESOEEAR - AEE
venturers. The Group does not recognise its share TrEm A s M E R H T
of profits or losses from the joint venture that BEABEMELZENS

result from the Group’s purchase of assets from
the joint venture until it resells the assets to an
independent party. However, a loss on the
transaction is recognised immediately if the loss
provides evidence of a reduction in the net
realisable value of current assets, or an
impairment loss.

BRREE  RIFRCDHE
EWETE=F -Am &
HREBERERREEENT]
BIRFER DB RBES
1B XHERERHER -

In the Company’s batance sheet, the investments EARRAZBEEREERA -
in jointly controlled entities are stated at cost REFEHER AR
less provision for impairment losses. The results REMRREBBEHEN
of jointly controlied entities are accounted for R o EENEHIE B 2 KA
by the Company on the basis of dividends ARTIRERRERREA
received and receivable. iR -
(d) Segmental reporting (d) o#BHE

A business segment is a group of assets and operations ERH BN SREERIEY

engaged in providing products or services that are K —HBERELS - MEMIAR

subject to risks and returns that are different from 765 £ FR B R0 [0 3 B L 3 16 53 BB

those of other business segments. A geographical A E - RS EEEXEERE

segment is engaged in providing products or services BERBEPYSREHERLR

within a particular economic environment that are % HESSRENRRINEE

subject to risks and returns that are different from HEHMEERRT EEND I

those of segments operating in other econemic HE] e

environments.

(e) Foreign currency translation (e) IMBBRH

(i)  Functional and presentation currency (i) DENIEAY
Items included in the financial statements of FEAGATENMEEE
each of the Group’s entities are measured using FRPE B AR EER
the currency of the primary economic environment EN T ERERANES G
in which the entity operates {the “functional BT EE]) - K80
currency”). The consclidated financial statements BRUAREZH - AREK
are presented in Chinese Renminbi (“RMB"), which AALTNMERIEE
is the Company’s functional and presentation H e

currency.
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(Prepared in accordance with International Financial Reporting Standards) (57 BB 1 55 36 & S RYIG &)
For the year ended 31 December 2007 BE —_F ¥+t F T A=+ B FF

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(e)

(")

Foreign currency translation (Cont’d)
(ii) Transactions and balances

Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions.
Foreign exchange gains and losses resulting from
the settlement of such transactions and from
the translation at year-end exchange rates of
monetary assets and liabilities denominated in
foreign currencies are recognised in the income
statement, except when deferred in equity as
qualifying cash flow hedges or qualifying net
investment hedges.

Revenue recognition and sales in advance of
carriage

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods and the
provision of services in the ordinary course of the
Group's activities, Revenue is shown net of business
and value-added taxes, returns, rebates and discounts
and after eliminating sales within the Group.

The Group recognises revenue when the amount of
revenue can be reliably measured, it is probable that
future economic benefits witl flow to the entity and
specific criteria have been met for each of the Group’s
activities as described below. The amount of revenue is
not considered to be reliably measurable until all
contingencies relating to the sale have been resolved.
The Group bases its estimates on historical results,
taking into consideration the type of customer, the
type of transaction and the specifics of each
arrangement.

(i)  Traffic revenues

Passenger, cargo and mail revenues are
recognised as traffic revenues when the
transportation services are provided. The value
of sold but unused tickets is recognised as sales
in advance of carriage ("SIAC").
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{Prepared in accordance with Internatianal Financial Reporting Standards) (15 BB i M SR &5 E R B0)
For the year ended 31 December 2007 BE TR L+ AZ+—H1¥&F

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

{f)

(9)

(h)

Revenue recognition and sales in advance of
carriage (Cont’d)

(ii)  Commission income

Commission income represents amounts earned
from other carriers in respect of sales made by
the Group on their behalf, and is recognised in
the income statement upon ticket sales.

(iii) Other revenue

Revenues from other operating businesses,
including income derived from the provision of
ground services and cargo handling services, are

recognised when the services are rendered.

Rental income from subleases of aircraft is
recognised on a straight-line basis over the terms
of the respective leases. Rental income from
leasing office premises and cargo warehouses is
recognised on a straight-line basis over the lease
term.

Government grants

Grants from the Government are recognised at their fair
value where there is a reasonable assurance that the
grant will be received and the Group will comply with
all attached conditions.

Government grants relating to costs are deferred and
recognised in the income statement over the period
necessary to match them with the costs that they are
intended to compensate.

Government grants relating to property, plant and
equipment are included in non-current liabilities as
deferred government grants and are credited to the
income statement on a straight-line basis over the
expected lives of the related assets.

Maintenance and overhaul costs

In respect of aircraft and engines under operating leases,
the Group has the responsibility to fulfill certain return
conditions under the leases. Provision for the estimated
cost of these return condition checks is made on a
straight line basis over the term of the leases.
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(Prepared in eccordance with Internationol Financial Reporting Standards) (% BBR S ¥R & iE R )
For the year ended 31 December 2007 EE —FFLF+ A= —8BUFF

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’'d)

{(h)

(1)

@)

(k)

Maintenance and overhaul costs (Cont’d)

In respect of aircraft and engines owned by the Group
or held under finance leases, overhaul costs are
capitalised as a component of property, plant and
equipment and are depreciated over the appropriate
maintenance cycles {note 2(m)).

All other repairs and maintenance costs are charged to
the income statement as and when incurred.

Interest income

Interest income is recognised on a time-proportion basis
using the effective interest method. When a receivable
is impaired, the Group reduces the carrying amount to
its recoverable amount, being the estimated future cash
flow discounted at the original effective interest rate
of the instrument, and continues unwinding the discount
as interest income, Interest income on impaired loans
is recognised using the original effective interest rate.

Borrowing costs

Borrowing costs incurred for the construction of any
qualifying asset, including the interest attributable to
loans for advance payments used to finance the
acquisition of aircraft, are capitalised during the period
of time that is required to complete and prepare the
asset for its intended use. Other borrowing costs are
expensed.

Current and deferred tax

The current income tax charge is calculated on the
basis of the tax laws enacted or substantively enacted
at the balance sheet date in the jurisdictions where
the Company and its subsidiaries, associates and jointly
controlled entities operate and generate taxable income.
Management periedically evaluates positions taken in
tax returns with respect to situations in which applicable
tax regulation is subject to interpretation and
establishes provisions where appropriate on the basis
of amounts expected to be paid to the tax authorities.
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(Prepared in accordance with International Financial Reporting Standards) (3 &% 8% ff 5 47 &5 2 A ig &)
For the year ended 31 December 2007 #E —F B LEF A=+ —BUEF

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(k)

0

Current and deferred tax (Cont’d)

Deferred income tax is provided in full, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the consolidated financial
statements. However, deferred income tax is not
accounted for if it arises from initial recognition of an
asset or liability in a transaction other than a business
combination that at the time of the transaction affects
neither accounting nor taxable profit or loss. Deferred
tax is determined using tax rates {and laws) that have
been enacted or substantively enacted by the balance
sheet date and are expected to apply when the related
deferred *ncome tax asset is realised or the deferred
income tax liability is settled.

Deferred tax assets are recognised to the extent that it
is probable that future taxable profit will be available
against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences
arising on investments in subsidiaries, associates and
jointly controlled entities, except where the timing of
the reversal of the temporary difference is controlled
by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.

Intangible assets
(i)  Goodwill

Goodwill represents the excess of the cost of an
acquisition over the fair value of the Group's
share of the net identifiable assets of the
acquired subsidiary, associate or jointly controlled
entity at the date of acquisition. Goodwill on
acquisition of subsidiaries is included in
“intangible assets”. Goodwill on acquisition of
associates and jointly controlled entities is
included in “investments in associates” and
“investments in jointty controlled entities” and
is tested for impairment as part of the overall
balances. Separately recognised goodwill is tested
annually for impairment and carried at cost less
accumulated impairment losses. Impairment losses
on goodwill are not reversed. Gains and losses
on the disposal of an entity include the carrying
amount of goodwill relating to the entity sold.
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(Prepared in accordance with International Financiol Reperting Standards) (£ BIBR 1 B R & SRR R
For the year ended 31 December 2007 BE _F Rt F+_A=Z+—HUEFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Intangible assets (Cont’d)

(Cont'd)
(L)
(i)
(ii)
(iii)

(m)

Goodwill {Cont'd)

Goodwill is allocated to cash-generating units
for the purpose of impairment testing. The
allocation is made to those cash-generating units
or groups of cash-generating units that are
expected to benefit from the business
combination in which the goodwill arose.

Sponsorship fees

Sponsorship fees paid and payable in relation to
the 2010 Shanghai Expo have been capitalised
and are being amortised on a straight-line basis
over the period of the sponsorship program. The
cost of the intangible asset is calculated based
on the expected cash payment and the fair value
of the services to he provided.

Computer software costs

Acquired computer software licenses are
capitalised on the basis of the costs incurred to
acquire and bring to use the specific software.
These costs are amortised using the straight-
line method over their estimated useful lives of
5 to 6 years, Costs associated with developing
or maintaining computer software programmes
are recognised as expense when incurred.

Property, plant and equipment

Property, plant and equipment is recognised initially at
cost which comprises purchase price, and any directly
attributable costs of bringing the assets to the condition
for their intended use.
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(Prepared in occordance with Interngtional Financial Reporting Standards) (1R BRI KB &2 RIGH)

For the year ended 31 December 2007 @ F - SR+ F+_-_A=+ P L%

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(m)

Property, plant and equipment (Cont‘d)

Subsequent to initial recognition, property, plant and
equipment is stated at fair value, based on periodic
valuations less subsequent accumulated depreciation and
accumulated impairment losses. Adjustment to carrying
values is made where they are materially different from
fair value. Any accumulated depreciation at the date of
revaluation is eliminated against the gross carrying
amount of the asset and the net amount is restated to
the revalued amount of the asset. Increases in the
carrying amount arising on revaluation are credited to
the revaluation reserve in shareholders’ equity. Decreases
that offset previous increases relating to the same asset
are charged against the revaluation reserve directly in
shareholders’ equity; all other decreases are charged to
the income statement.

Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item is
allocated on a reasonable basis among the parts and
each part is depreciated separately.

When each major aircraft overhaul is performed, its
cost is recognised in the carrying amount of the item
of property, plant and equipment and is depreciated
over the appropriate maintenance cycles. Components
related to airframe overhaul cost, are depreciated on a
straight-line basis over 2 to 8 years. Components related
to engine overhaul costs, are depreciated between each
overhaul period using the ratio of actual flying hours
and estimated flying hours between overhauls. Upon
completion of an overhaul, any remaining carrying
amount of the cost of the previous overhaul is
derecognised and charged to the income statement.

Except for components related to overhaul costs,
depreciation method of which has been described in
the proceeding paragraph, other depreciation of
property, plant and equipment is calculated using the
straight-line method to write down their costs or
revalued amounts to their residual values over their
estimated useful lives, as foltows:

Aircraft, engines and
flight equipment

10 to 20 years

Buildings 15 to 35 years
Other property, plant and 5 to 20 years
equipment
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(m)

(m)

(0)

Property, plant and equipment {Cont'd)

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at each balance sheet date.
An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount
is greater than its estimated recoverable amount (Note

2(n)).

Gains and losses on disposals are determined by
comparing the proceeds with the assets’ carrying amount
and are recognised in the income statement. When
revalued assets are sold, the amounts included in the
revaluation reserve are transferred to retained profits.

Construction in progress represents buildings under
construction and plant and equipment, being mainly
flight simulators, pending instalation. This includes the
costs of construction or acquisition and interest
capitalised. No depreciation is provided on construction
in progress until the asset is completed and ready for
use.

Impairment of investments in subsidiaries,
associates, jointly controlled entities and non-
financial assets

Assets that have an indefinite useful life or which are
not yet available for use are not subject to amortisation
and are tested annually for impairment. Other assets
are reviewed for impairment whenever events or changes

in circumstances indicate that the carrying amount may -

not be recoverable. An impairment loss is recognised
for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable amount
is the higher of an asset’s fair value less costs to sell
and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash flows (cash-
generating units). Non-financial assets other than
goodwill that have suffered an impairment are reviewed
for possible reversal of the impairment at each balance
sheet date.

Lease prepayments

Lease prepayments represent acquisition costs of land
use rights less accumulated amortisation. Amortisation
is provided over the lease period of the land use rights
on a straight-line basis.

(Prepared in accordance with International Financial Reporting Stondards) (1585 BT B1 5 40 & 2 R AR B)
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2.

(Prepared in accordance with International Financial Reporting Standards) (1B BBF A BB £ QG R)
For the year ended 31 December 2007 B E S F+FEF A=+ A &F

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(r)

(9)

Advanced payments on acquisition of aircraft

Advanced payments on acquisition of aircraft represent
payments to aircraft manufacturers to secure deliveries
of aircraft in future years, including attributable finance
costs, and are included in non-current assets. The
balance is transferred to property, plant and equipment
upon delivery of the aircraft.

Flight equipment spare parts

Flight equipment spare parts are stated at the lower of
cost and net realisable value, Cost is determined using
the weighted average method. The cost of flight
equipment spare parts comprises the purchase price (net
of discounts), freight charges, duty and value added
tax and other miscellanegus charges. Net realisable value
is the estimated selling price of the flight equipment
in the ordinary course of business, less applicable selling
expenses.

Trade receivables

Trade receivables are recagnised initially at fair value
and subsequently measured at amortised cost using the
effective interest method, less provision for impairment,
A provision for impairment of trade receivables is
established when there is objective evidence that the
Group will not be able to collect all amounts due
according to the original terms of the receivables.
Significant financial difficulties of the debtor,
probability that the debtor will enter bankruptcy or
financial reorganisation, and default or delinquency in
payments are considered indicators that the trade
receivable is impaired. The amount of the provision is
the difference between the asset’s carrying amount and
the present value of estimated future cash flows,
discounted at the original effective interest rate. The
carrying amount of the assets is reduced through the
use of an allowance account, and the amount of the
loss is recognised in the income statement. When a
trade receivable is uncollectible, it is written off against
the provision account for trade receivables. Subsequent
recoveries of amounts previously written off are credited
in the income statement.
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2.

(Prepared in accordance with International Financiol Reporting Standards) (IZ EIER AT RS & E AIR &)
for the year ended 31 December 2007 HE—FF+F+_-_A=+—BUFK

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(s)

(t)

(u)

Cash and cash equivalents

Cash and cash equivalents includes cash in hand,
deposits held at call with banks and other short-term
highly liquid investments with original maturities of
three months or tess.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any differences between the
proceeds (net of transaction costs} and the redemptien
value is recognised in the income statement over the
period of the barrowings using the effective interest
method.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer settlement
of the liability for at least 12 months after the balance
sheet date.

Provisions

Provisions are recognised when the Group has a present
legal or constructive obligation as a result of past
events; it is probable that an outflow of resources will
be required to settle the obligation; and the amount
tan be reliably estimated.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement
is determined by considering the class of obligations
as a whole. A provision is recognised even if the
likelihood of an outflow with respect to any one item
included in the same class of obligations may be small.

Provisions are measured at the present vatue of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current
market assessments of the time value of money and
the risks specific to the obligation. The increase in the
provision due to passage of time is recognised as
interest expense.
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(Prepared in accordance with Internotional Finaneial Reporting Standards) (1 ERS I IS SR & £ R iG &)
For the year ended 31 December 2007 HE SRR+ FF+ A=+ FF

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EEEHERE (H®

(Cont’d)
{v) Leases
(i) A Group company is the lessee
‘ Finance leases

‘ The Group leases certain property, plant and
equipment. Leases of property, plant and
equipment where the Group has acquired
substantially all the risks and rewards of
ownership are classified as finance leases. Finance
leases are capitalised at the lease’s
commencement at the lower of the fair value of
the leased property and the present value of the
minimum lease payments.

Each lease payment is allocated between the
liability and finance charges so as to achieve a
constant rate on the finance balance outstanding.
The corresponding rental obligations, net of
finance charges, are included in other short-term
and other long-term payables. The interest
element of the finance cost is charged to the
income statement over the lease period so as to
produce a constant periodic rate of interest on
the remaining balance of the liability for each
period. Leased assets are depreciated using a
straight-line basis over their expected useful lives
to residual values.

For sale and leaseback transactions resulting in
a finance lease, differences between sales
proceeds and net book values are deferred and
amortised over the minimum lease terms.

Operating leases

Leases in which a significant portion of the risks
and rewards of ownership are retained by the
lessor are classified as operating leases. Payments
made under operating leases (net of any
incentives received from the lessor) are charged
to the income statement on a straight-line basis
over the period of the lease.

For sale and leaseback transactions resulting in
an operating lease, differences between sales
proceeds and net book values are recognised
immediately in the income statement, except to
the extent that any profit or loss is compensated
for by future lease payments at above or below
market value.
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2.

(Prepared in accordance with International Financial Reporting Standards) ({E EIBR B FE IR & R R )
For the year ended 31 December 2007 BE —_F - F+ - A=+ —8O14FF

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

v

(w)

Leases {Cont’d)
(i1} A Group company is the lessor

Assets leased out under operating leases are
included in property, plant and equipment in
the balance sheet. They are depreciated over their
expected useful lives on a basis consistent with
similar property, plant and equipment, Rental
income is recognised on a straight-line basis
over the lease term.

Retirement benefits

The Group participates in defined contribution
retirement schemes regarding pension and medical
benefits for employees organised by the municipal
governments of the relevant provinces. The contributions
to the schemes are charged to the income statement as
and when incurred.

In addition, the Group provides retirees with post-
retirement benefits including retirement subsidies,
transportation subsidies, social function activity
subsidies as well as other welfare. The liability
recognised in the balance sheet in respect of defined
benefit pension plans is the present value of the defined
benefit obligation at the balance sheet date less the
fair value of plan assets, together with adjustments for
unrecognised actuarial gains or losses and past service
costs. The defined benefit obligation is calculated
annualily using the projected unit credit methed. The
present value of the defined benefit obligation is
determined by discounting the estimated future cash
outflows using interest rates of government bonds that
are denominated in the currency in which the benefits
will be paid, and that have terms to maturity
approximating to the terms of the related pension
liability. Actuarial gains and losses arising from
experience adjustments and changes in actuarial
assumptions in excess of the greater of 10% of the
value of plan assets or 10% of the defined benefit
obligation are charged or credited to income over the
employees’ expected average remaining working lives.
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(Prepared in occordance with Internatianol Financial Reporting Standards) ( # 55 B 1 F% 2R & 28 iR &)
For the year ended 31 December 2007 BE - FFLF+-A=+—HiItFF

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(w)

(x)

Retirement benefits (Cont’d)

Past-service costs are recognised immediately in the
income statement, unless the changes to the pension
plan are conditional on the employees remaining in
service for a specified period of time {the vesting
period}. In this case, the past-service costs are
amortised on a straight-line basis over the vesting
period.

Derivative financial instruments

Derivative financial instruments are initially recognised
in the balance sheet at fair value on the date a
derivative contract is entered into and are subsequently
remeasured at their fair value. The accounting for
subsequent changes in fair value depends on whether
the derivative is designated as a hedging instrument,
and if so, the nature of the item being hedged.

The Group documents, at the inception of the
transaction, the relationship between hedging
instruments and hedged items, as well as its risk
management objectives and strategy for undertaking
various hedge transactions. The Group also documents
its assessment, both at hedge inception and on an
ongoing basis, of whether the derivatives that are used
in hedging transactions are highly effective in offsetting
changes in fair values or cash flows of hedged items.

Derivative financial instruments that do not qualify for
hedge accounting are accounted for as trading
instruments and any unrealised gains or losses, being
changes in fair value of the derivatives, are recognised
in the income statement immediately.

Changes in the fair value of derivatives that are
designated and qualify as fair value hedges and that
are highly effective, are recorded in the income
statement, along with any changes in the fair value of
the hedged assets or liabilities that are attributable to
the hedged risk.
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2.

(Prepared in accordance with Internationst Financial Reporting Standards) (IR BB B & ERH B )
For the yeor ended 31 December 2007 M E - FFLF+ - AZ1+ HuUFE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(x)

(v)

Derivative financial instruments (Cont'd)

Derivative financial instruments that qualify for hedge
accounting and which are designated as a specific hedge
of the variability in cashflows of a highly probable
forecast transaction, are accounted for as follows:

(i}  the effective portion of any change in fair value
of the derivative financial instrument is
recognised directly in equity. Where the forecast
transaction or firm commitment results in the
recognition of an asset or a liability, the gains
and losses previously deferred in equity are
included in the initial measurement of the cost
of the asset or liability. Otherwise, the cumulative
gain or loss on the derivative financial instrument
is removed from equity and recognised in the
income statement in the same period during
which the hedged forecast transaction affects
net profit or loss.

(il)  the ineffective portion of any change in fair
value is recognised in the income statement
immediately.

When a hedging instrument expires or is sold, or when
a hedge no longer meets the criteria for hedge
accounting, any cumulative gain or loss existing in
equity at that time remains in equity and is recognised
in the income statement when the committed or forecast
transaction ultimately occurs. When a committed or
forecast transaction is no longer expected to occur,
the cumulative gain or loss that was recorded in equity
is immediately transferred to the income statement.

Available-for-sale financial assets

Investments in securities other than subsidiaries,
associates and jointly controlled entities, being held
for non-trading purposes, are classified as available-
for-sale financial assets and are initially recognised at
fair value plus transaction costs. At each balance sheet
date, the fair value is remeasured, with any resulting
gain or loss being recognised directly in equity, except
for impairment losses. When these investments are
derecognised, the cumulative gain or loss previously
recognised directly in equity is recognised in the income
statement.
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2.

(Prepared in occordance with International Financial Reporting Stondards) (1% B2 BR B 55 3R & iR RIMG 22)
for the year ended 31 December 2007 BEE—FRLE+ A=+ —HIFH

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(v

(z)

(aa)

Available-for-sale financial assets (Cont'd)

The Group assesses at each balance sheet date whether
there is objective evidence that a financial asset is
impaired. In the case of equity securities classified as
available for sale, a significant or prolonged decline in
the fair value of the securities below its cost is
considered an indicator that the securities are impaired.
If any such evidence exists for available-for-sale
financial assets, the cumulative loss, measured as the
difference between the acquisition cost and the current
fair value less any impairment loss on that financial
asset previously recognised in the income statement, is
removed from equity and recognised in the income
statement. Impairment losses recognised in the income
statement on equity instruments are not reversed
through the income statement.

Dividend distribution

Dividend distribution to the Company’s shareholders is
recognised as a liability in the financial statements in
the period in which the dividends are approved by the
Company’s shareholders.

Comparatives

Where necessary, prior year amounts have been
reclassified to conform with changes in presentation in
the current year.

FINANCIAL RISK MANAGEMENT

(a)

Financial risk factors

The Group’s activities expose it to a variety of financial
risks: market risk (including currency risk, fair value
interest rate risk, cash flow interest rate risk and fuel
price risk), credit risk, and liguidity risk. The Group’s
overall risk management programme focuses on the
unpredictability of financial markets and seeks to
minimise potential adverse effects on the Group’s
financial performance. The Group uses derivative
financial instruments to hedge certain risk exposures.
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3.

(Prepared in accordonce with Internotionol Financial Reporting Stondards) (FE SIS A1 5 PR & R AIiR &)
For the year ended 31 December 2007 B E —_FELFT-_A=+—A1¥F

FINANCIAL RISK MANAGEMENT (Cont'd)

(a)

Financial risk facters (Cont'd)

Risk management is carried out by a central treasury
department {the “Group Treasury”) under policies
approved by the Board of Directors. The Group Treasury
identifies, evaluates and hedges financial risks in close
co-operation with the Group’s operating units. The Board
provides written principles for overall risk management,
as well as written policies covering specific areas, such
as foreign exchange risk, interest-rate risk, credit risk,
use of derivative financial instruments and non-
derivative financial instruments.

(1)

Foreign currency risk

The Group operates internationally and is exposed
to foreign exchange risk arising from various
currency exposures, primarily with respect to the
US dollars, Japanese Yen and Euro. Foreign
exchange risk arises from ticket sales made in
overseas offices, expenses, recognised assets and
liabilities denominated in currencies other than
RMB.

The Group normally generates sufficient foreign
currencies for payment of foreign currency
expenses. The Group also enters into certain
foreign currency forward contracts to hedge
against foreign currency risk. Details of foreign
currency forward contracts are disclosed in Note
36(b) to the financial statements.
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(Prepared in accordance with International Financial Reporting Standards) (15 B B BT RS 0 &5 2 Qi &)

For the year ended 31 December 2007 B E_FFELtEF+ AZT+—HIFEF

3. FINANCIAL RISK MANAGEMENT (Cont'd) 3. &RiEREE ()
(a) Financial risk factors (Cont'd) (a) ERERRERZR @)
(i)  Foreign currency risk (Cont’d) (i) SMERE ()
The following table details the Group’s and the THRER T REEATREH
Company's exposure at the balance sheet date to BEHE AR IMNE R
currency risk.
Group
-4
2007 2006
usp Euro IPY usD Euro JPY
R En Br EFH BT =
RMB'0C00  RMB'000  RMB'000 RM8000 RMB'000 RMB'000
ARRTRL AR®TR ARMTR ARETR ARSTRn ARNTR
Trade and other LU
receivables R RN 1,019,596 54,185 420,927 712,769 38,698 212,987
Cash and cash HeRAESED
equivalents 736,951 92,205 70,996 435,944 66,454 68,950
Trade and other ERBRH K
payables EmiAR (317.867)  (6,017) {16) (315,560 (955) (170)
Obligation under RAHEAR
finance leases (15,417,522) - (1,034,688) (9,733,992) - {1,615,949)
Borcawings B (17,196,836)  (130,345) - (16,698,321)  (100,000) -
Curmency derivatives FEEEZ
at notionat value BNiitm 241,052 - - 259,069 - -
Net balance sheet ~ BEFHRIFE
exposure (30,934,626) 10,028  (542,781) (25,340,091) 4,197 {1,334,182)
Company
g
2007 2006
uso Euro IPY Usp Euro JFY
&7 Bn Ax xRN Eg BT
RMB'OO0  RMB'000  RMB'0OO RM8'000 RMB'000 RMB'000
ARRTR ARMTR AR®TR ARETR ARBTR AR®TR
Trade and other BHEHE
receivables HBELEH 876,175 2,366 419,604 593,208 1252 208,717
Cash and cash RERREERY
gquivalents 440,383 60,122 57,480 412,160 61,029 54,871
Trade and other BHEIR
payables RIBER (315576)  (5,833) {16} (315,560} (778) (170)
Obligation under BRAAARH
finance leases (12,737,815) - (1,034,688) (8,028,824) - {1,615,949)
Borcawings B (16,874,186)  (130,145) - (16,010,787} {100,000} -
Currency derivatives EEEAZ
at notionat value EBi4R 241,052 - - 259,069 - -
Net balance sheet ~ EETEHREE
exposure (28,349,967) (73,490} (557,620} (23,090,644)  (38,497) (1,352,931
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(Prepared in accordance with Interngtional Financial Reporting Standards) (2 B 8% Bf 55 7R &5 £ R %)
For the year ended 31 December 2007 HE - FFT+-F+-_A=+—HU¥E

3.  FINANCIAL RISK MANAGEMENT (Cont'd) 3. ERERER
(a) Financial risk factors (Cont'd) (a) EREEEZ ()
(i)  Foreign currency risk (Cont'd) (i) SEAE (M)
The following table indicates the approximate THRETREERRBARB -
change in the Group’s and the Company’s profit AMEEERB &I REMSIER
and loss and other camponents of consolidated BFy - BNEER FFs% - ¥
equity in response to a 5% appreciation of the IR FI 2] B AR TR
RMB against the following currencies at the Eam g e

balance sheet date.

Group
nm
2007 2006
Effect on Effect on
Effect on other Effect on other
profit and components profit and compenents
{loss) of equity {loss) of equity

HAME BWRERE HHR HEHEE4G
FROEE BONEE FEOEE SO0RE
RMB'000 RMB’000 RMB'000 RMB000
ARMTR ARMTR ARETR AR%Tn

US dollars ET 1,555,851 1,228 1,259,358 9,760
Euro X T (511) - (210) -
Japanese Yen Bt 27,139 - 66,709 -
Company
YA
2007 2006
Effect on Effect on
Effect on other Effect on other
profit and components profit and components
(loss) of equity (loss) of equity
HAERAE HEXZHG HUNER HELSHD
EANES HONEER BSENEE HHNEE
RMB'000 RMB'0Q00 RMB'000 RMB'000
AR%MTR AR%MTR AR%®Tn ARWT
US dollars ETL 1,426,618 1,228 1,146,886 9,760
Euro B 7T 3,675 - 1,925 -
Japanese Yen R 27,881 - 67,627 -
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3.

(Prepared in accardance with International Financiol Reporting Standords) (R BR 8f B i &5 2E R &)
For the year ended 31 December 2007 BEE-—F®+FT A=+ —BUHFH¥

FINANCIAL RISK MANAGEMENT (Cont'd)
{a) Financial risk factors (Cont'd)

(i) Interest rate risk

The Group’s interest-rate risk primarily arises from
long-term borrowings. Borrowings issued at
variable rates expose the Group to cash flow
interest-rate risk. Borrowings issued at fixed rates
expose the Group to fair value interest-rate risk.
During 2007 and 2006, the Group's borrowings
at variabte rates were primarily denominated in
US dollars. The interest rates and terms of
repayment of borrowings made to the Group and
interest rate swaps are disclosed in Notes 30
and 36(a) to the financial statements.

To hedge against the variability in the cash flows
arising from a change in market interest rates,
the Group has entered into certain interest rate
swaps to swap variable rates into fixed rates.

The following table details the Group’s and the

3. &REKRER (§#)
(a) £MEARER (80
(i) FEAE R

AR E R R E RS T E R G
REEK - REBEFRBT
MERSEEEARZREN
B RERE - REEM R
TTNERSTERRR DA
HNERR - RZFBLF
R_FTREAR  REFE
FEFERGTEHEREE
ETER MR- EEDN
ERHEET AR xR
HE BRI RENEE
30MEEE36(a) ©

AT HIRHRTSN RS
Fral MR ERER - A&
FiRIB —TE AR R
BM R ABERNE -

TRETTRERARZEH

Company’s interest rate profile of the interest- BREANESERT AR
bearing financial instruments at the balance sheet FRELR -
date.
Group Company
£m |
2007 2006 2007 2006
RMB'000 RMB'000 RMB'000 RMB'000
ARRTA AR%®TRE AR%MTR AE®TRE
Fixed rate BEEMNEILA
instruments
Borrowings = (9,734,862) (8,779,059) (9,477,525) (8.631,474)
Obligations under BMEHETEHE
finance leases (14,570,519) (9,304,320} (11,992,404) (7,653,794)
Interest rate MEEH
swaps 3,342,023 3,829,675 3,342,023 3,829,675
Net exposure AE (20,963,358) (14,253,704} (18,127,906) (12,455,593)
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3.

{Prepared in accordance with International

Financial Reporting Standards) { 1% & B Rf F¥ 85 & 8 RIiG &)

For the year ended 31 December 2007 BE_—F T +F+-_A=+—8Bu*F

FINANCIAL RISK MANAGEMENT (Cont'd)
(a) Financial risk factors (Cont’d)

3. TREREE ()
(a) &REREF (30

(ii) Interest rate risk (Cont’d) (ii) FfFE B (A
Group Company
nm N
2007 2006 2007 2006
RMB’000 RMB'000 RMB'000 RMB'000
ARB®TR AR¥Tn ARMTR AR%TR
Floating rate FBARIA
instruments
Cash and cash Rek
equivalents ReEE[/Y 1,655,244 1,987,486 1,040,897 1,109,834
Borrowings B (20,128,966) (19,328,681) (16,116,832) (15,215,319)
Obtigations under BEMRETAM
finance leases {1,881,691) (2,548,278} (1,780,598) (2,493,636)
Interest rate F & Ef
swaps 1,217,691 1,097,224 1,217,691 1,097,224

(19,137,722) (18,792,249) (15,638,842) (15,501,897)

The following table indicates the approximate
change in the Group's and the Company's profit
and loss and other components of equity in
response to reasonable possible changes in the
interest rate.

TRETT EEARAFANFHERERNOA
BRI A RENRSE T Bt a/A
fER A EAD AR (T 2 ) -

2007 2006
Increase/ Effect on  Increase/ Effect on
{decrease}  Effect on other  (decrease)  Effect on other
ininterest  profit and components in interest  profit and components
rates {loss)  of equity rates {loss)  of equity
HEL#/ HBHAR WEHHEM H2Lf/ HABR HESAM
BRE GHENES HONES RE SHENEE Bhnpe
RMB'OO0  RMB'000  RMS'000  RMB'OGO  RMB'000  RMB'000
ARBTR ARMTR AR®TR ARKTR ARMTR AR%¥TR

Floating rate FHHEILR

instrumants 0.25% (57,681) 27,872 0.25% (36,086) 1,221

hENSHRERRARLE —BRLEFH

117




(Prepared in accerdance with International Finencial Reporting Stondards) (fE BB I B R & ERIiG 2
For the year ended 31 December 2007 B E—FFLE+ A=+ —BUHFEH

3. SREREE @)
(a) *REAREE @
(iii) WA A

3.  FINANCIAL RISK MANAGEMENT (Cont'd)

{a) Financial risk factors (Cont'd)

(iii) Fuel price risk

118

The Group’s results of operations may be
significantly affected by fluctuations in fuel
prices which is a significant expense for the
Group. Aircraft fuel accounts for 35% of the
Group's operating expenses for the year ended
31 December 2007 (2006: 33%). The Group has
entered into certain financial derivatives to hedge
against fuel price risk. Details of fuel option

AR EREE BT E
BIBETH - At AR %
IFRE ST RINHEBRES
FvE - BE-_TBLFE+
ZRA=t+—BI+EEMmE
HEEEESETHA35%
(2006 : 33%) o REE:ER
ReemiTaE T R hi

contracts are disclosed in Note 36(c) to the MBRER - AUAEESLY
financial statements. NEEEERM RSN
#36(c)

For the year ended, if fuel prices had been 5%
higher/lower with all other variables held
constant, the impact is shown below.

20078128318 - RH
HEE LA FRETSS -
MEEBEEZERTE BN
SRRk H e
E o BEERB AT EN
T

2007 2006
Effect Effect
on profit on profit
and loss and loss
HAUBR HAMER
BROES BEAES
RMB'000 RMB'000
ARMT AR® TR
Net increase HMELR - FE
in fuel price 8,766 17,960
Net decrease mERE - AE
in fuel price (17,531) (45,290)
(iv) Credit risk (iv) 15 5 B &
The Group's credit risk is primarily attributable AEENGERBREESR

to cash and cash equivalents, derivative financial
instruments and deposits with banks and financial
institutions, as well as credit exposures to sales
agents. The Group has a credit policy in place to
monitor the exposures to these credit risks on
an an-going basis.
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{Prepared in accordance with International Financial Reporting Standards) (1 B Bt 1 76 38 & HE R iR )

For the year ended 31 December 2007 BE Q@S+ F+ A=+ —HUE¥K

FINANCIAL RISK MANAGEMENT (Cont’d)

Financial risk factors (Contd)

Credit risk (Cont’d)

The Group has policies in place to ensure that
blank tickets are only made available to sales
agents with an appropriate credit history. A major
portion of sales are conducted through sales
agents and the majority of these agents are
connected to various settlement plans and/or
clearing systems which impose requirements on
their credit standing.

A significant portion of the Group’s air tickets
are sold by agents participating in the Billing
and Settlements Plan (“BSP”), a clearing system
between airlines and sales agents organised by
the International Air Transportation Association.
The balance due from BSP agents amounted to
approximately RMB896 million as at 31 December
2007 (2006: RMB650 million).

Except for the above, the Group has no significant
concentration of credit risk, with the exposure
spreading over a number of counterparties.

Further quantitative disclosures in respect of the
Group's exposure to credit risk arising from trade
receivables are set out in Note 24.

The Group’s cash management policy is to deposit
cash and cash equivalents mainly in state-owned
banks and other banks, which are highly rated
by an international credit rating company. The
Group also deposits cash and cash equivalents in
an associate financial institution owned by its
holding company (Note 42). The management
does not expect any loss to arise from non-
performance by these banks and financial
institution.

3. SREAKREE 3D
(a) :RERER ()
(iv) EER AR (H)

FEACABERRAKE
ARREHTARIFERE
BHEREA - THEX
B EERBRIEAET
W B RHHHREABNESH
SREEABNER RS
BU AR ERDEREN
B o

A £ [0 1) FE M BR Tk R R BB
AEWEERIREEE T
B ([BSP)BIREBAKIR
H - ERBEMABETSHE
MZELBHREAZRER
EEEEREF BT
B+F+-A=+—A8I
A EFEUBSPIEE AR
BHHAAREWEET(Z
BETRE  AR%6e5088
IT) *

B B IRSN - AEEA K
FENHEREERRE -

SR e L fth ) FE MR RR X 5 AR
ERERRNIIELPRE -

FEMEEEREEREF
Bes - TERMEFRR
B RITREAM — LRIT -
R EFATRRIBHELR
TERENEAFRFE -
R REEERERAE
ERYFRPHITRRRE
M) RUSHRE (R
42) - EEBARATENRE
LERITH SRR P ARE(T
R RBEFTERAIRE

FRESHRERAAMRLE —BRLFEH
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3.

(Prepared in accordance with International Financial Reporting Standards) (1 Bl BE B B 48 &5 3 BY AR 20)
For the year ended 31 December 2007 BE B ¥+ F+-_A=+—A &%

FINANCIAL RISK MANAGEMENT (Cont'd)

(a)

Financial risk factors (Cont'd)

(iv)

(v)

Credit risk (Cont’d)

Transactions in relation to derivative financial
instruments are only carried out with financial
institutions of high reputation. The Group has
policies that limit the amount of credit exposure
to any one financial institution. Management
does not expect any losses from non-performance
by these banks.

Liquidity risk

The Group's primary cash requirements have been
for additions of and upgrades to aircraft, engines
and flight equipment and payments on related
berrowings. The Group finances its working
capital reguirements through a combination of
funds generated from operations and both short
and long term bank loans. The Group generally
finances the acquisition of aircraft through long-
term finance leases and bank loans.

The Group operates with a working capital deficit.
As at 31 December 2007, the Group’s net current
liabilities amounted to RMB26,074 million (2006:
RMB24,616 miltlion). For the year ended 31
December 2007, the Group recorded a net cash
inflow from operating activities of RMB2,695
million (2006: RMB1,339 million), a net cash
outflow from investing activities and financing
activities of RMB3,011 mitlion (2006: RMB1,258
million), and an decrease in cash and cash
equivalents of RMB316 million (2006: RMB80
mitlion).
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3. EMEREE @
(a) RBEARER @)
(iv) ERAR (J)

{v)

TEEmIAZLRAESE
BERBBET - EHRES
A BEREEBHAER
# - MEERBHTRARERL
ST EETRANITAT
EEER -

AHEERE

AEEMEBREFTKAR
R - BEHMERTEREBR
ABERBRREEFAEER
HL A rEERAEE
FI AR TRE M R R EK
ieREAEERREEY
BESOTR - ZREEE
PARLE A EFNERTTRRR IS
ARBEA -

AEGRETRHESERNY
BETERE  NITTR+F
+-A=+—B - REEM
BERBAENABARE
260. 74 BT (—BFNF :
ARH#246.16187T) - &
EIETLFEFTA=+—
AIFFE - ZKERGEMNE
BREERALBARE
26.95(B T (ZFFNF
ARM13.39(87T) - 18 FE
BEBESHNERS AL
HNEAREINET(ZE
TRE: AE®¥12.58(8
7T BEREEERERIRA
LEARMI16ET(ZF
TNE - AR R.80{8
JT) °




(Prepared in accordance with Internationol Financial Reporting Standards) (X EIBR 81 B W0 & ERIG#)
For the year ended 31 December 2007 B E—FF+FF_A=Z+—HILFE

3. SREARER @)
(a) EREARER (30

3. FINANCIAL RISK MANAGEMENT (Cont'd)

(a) Financial risk factors (Cont’d)

(v) Liquidity risk (Cont’d) (v) mEBELERE ()
The Directors of the Company believe that cash AAREBRAAREM G
from operations and short-term bank borrowings BREERRTEHERN

will be sufficient to meet the Group’s operating
cashflow. Due to the dynamic nature of the
underlying businesses, the Group's treasury policy

RREANEEERS - BRTT
EEEEE - AEMER
RESABENEARUARR

aims at maintaining flexibility in funding by ERENBEFRE - AQA]
keeping credit lines available. The Directors of HEREREERATREE
the Company believe that the Group has obtained RBTTEBTEMNEESE
sufficient general credit facilities from PRC banks fE - RARES R R E AR
for financing future capital commitments and for TRAFEEMEESG -

working capital purposes.

Management monitors rolling forecasts of the
Group's liquidity reserves on the basis of expected
cash flows:

The table below analysis the Group’s financial
liabilities that will be settled into relevant
maturity groupings based on the remaining period
at the balance sheet to the contractual maturity
dates. The amounts disclosed in the table are
the contractual undiscounted cash flows. Balances
due within 12 months equal their carrying
balances, as the impact of discounting is not
significant.

EEBREEHRSRE -
ERSENREE T EEN
BEEA

TRETHIEERTLRE
MG RERASRERELE
M RE 6T - RIRAARE 2
R REREERES
BB E A FERIRERTY
e ERARBHEEA/S
IMERRERNEBERE - m
RESRBFETKA - #UtE
128 A M B R S ERES
HAREHE -
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(Prepared in accerdance with International Financial Reporting Stendards} (FEEIBE R B8R & IE R 84)
For the year ended 31 December 2007 HE R R LEF+ A=+ A4 FF

3. FINANCIAL RISK MANAGEMENT (Cont'd) 3. LRAERERE (§)
(a) Financial risk factors (Cont'd) (a) SRERRAR B
(v) Liquidity risk (Cont’'d) (v) REREEE (N)
Group
W
Between Between
Less than 1 and 2 and Over
1 year 2 years 5 years 5 years
14T 1E28ER 2ESHER SF L
RMB'000 RMB'000 RMB'000 RMB'000

AR TR ARBTRT ARBTRE ARETR

At 31 December —BSLE

2007 +=B=+-A8
Borrowings RITER 18,494,521 5,927,098 4,216,517 1,225,692
Derivative financial $T4 SR IT A

instruments 20,238 441 5,120 15,997
Obligations under BREHEAME

finance leases 2,545,223 1,567,253 4,205,352 8,134,382
Trade and other EAERZER

payables H fib B A5 3K 12,108,423 - 339,064 314,884
Total k] 33,168,405 7,494,792 8,766,053 9,690,955
At 31 December TREREF

2006 +=A=+—H
Bank borrowings  RITHEIK 16,016,327 3,053,315 7,560,389 1,477,709
Derivative financial fT4& 2@ T A

instruments 124,722 13,006 1,090 -
Obligations under BEREEHE

finance leases 2,803,956 1,940,937 2,602,151 4,505,554
Trade and other FERBERE

payables H it 12,137,307 - 448,176 314,884
Total B 31,082,312 5,007,258 10,611,806 6,298,147
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(Prepared in accordance with International Financial Reporting Stondards) (SR EIRT B B B & ERIE )
For the year ended 31 December 2007 HE—FF+F+_FA=1+—8u X

3. FINANCIAL RISK MANAGEMENT (Cont’'d) 3. ERRRER (@
(a) Financial risk factors (Cont'd) (@) tREMERE @)
(v) Liquidity risk (Cont’d) (v HREB&ESER ()
Company
A

Between Between
Less than 1 and 2 and Over
1 year 2 years 5 years 5 years
18U 1E2% 7R 2E58 R/ 5 HE
RMB'000 RMB'000 RMB000Q RMB'00C

ARBTRL ARMTRT AR¥®TR ARBTRI

At 31 December —R2+LH

2007 +=-A=+-8
Borrowings RITEK 15,943,774 5,515,186 3,266,554 868,843
Derivative financial T4 @I A
instruments 20,238 441 5,120 15,997
Obligations under REHAETEMH
finance leases 2,316,781 1,342,166 3,494,960 6,618,596
Trade and other ENERR
payables H i FE 5 X 10,417,708 - 268,064 314,884
Total W 28,698,501 6,857,793 7,034,698 7,818,320
At 31 December ZERRF
2006 . FZA=t+—8
Bank borrowings  IRITE X 13,004,878 2,953,315 7,020,891 867,709
Derivative financial T4 &I H
instruments 124,722 13,006 1,090 -
Obligations under RBEBRET M
finance leases 2,636,057 1,794,916 2,180,700 3,535,757
Trade and other FE R R
payables H it B A K 10,547,694 - 318,568 314,884
Total S L] 26,313,351 4,761,237 9,521,249 4,718,350
(b) Capitat risk management (o) EXARER
The Group’s objectives when managing capital are to FEEMNEXRNEERRE - 2RE
safeguard the Group's ability to continue as a going EWaBELE - LARREH
concern in order to provide returns for shareholders ERAAE MR AR A
and benefits for other stakeholders and to maintain an % RIS RENE R EEI
optimal capital structure to reduce the cost of capital. BB ERAE -
In order to maintain or adjust the capital structure, BTHIFAABRERLEE - T5&
the Group may adjust the amount of dividends paid to E sy PEX N TREMRS
shareholders, return capital to shareholders, issue new SE - MREDRAEARNRE -
shares or sell assets to reduce debt. BIFRRLEEEURKR

3%0
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(Prepared in accordance with International Financial Reporting Standards) (Bl R & R RIG )

For the year ended 31 December 2007 BBE —F ¥ L F+ A=+ —HIHFF

FEETIEEERMER  BEK
B HE  BERHMERNEGR

The Group is principally engaged in the operation of civil
aviation, including the provision of passenger, cargo, mail

4.  CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS 4. BE® &R H i ()

‘ (Cont'd)

‘ (f)  Deferred income tax (H BEHRE
In assessing the amount of deferred tax assets that RIES SRR (K Tl &
need to be recognised in accordance with the accounting SR« TEE RIRIRLF 1SR
policy stated in Note 2(k) to the financial statements, BENSER  AEEFERR
the Group considers future taxable income and ongoing sTRRABR DA R AT TRIRHE
prudent and feasible tax planning strategies. In the BUIEGTBIREE - TEEBBETE
event that the Group’s estimates of projected future KEOTEF R EFEENRE

‘ taxable income and benefits from available tax strategies BRHETBEEAN ST E
are changed, or changes in current tax regulations are B o SUEERITHUARVE R %

‘ enacted that would impact the timing or extent of the B oA RT IR SRR S R TR R ER

| Group’s ability to utilise the tax benefits of net RN e] AU EEN - AR

| operating loss carry forwards in the future, adjustments FRBCHBORLEMSHEE
to the recorded amount of net deferred tax assets and ERAGHER -
taxation expense would be made.

5. REVENUES 5. WA

|

|

|

|

delivery and other extended transportation services. % e
Group
| ®
2007 2006
a3 w3 —EERE
RMB'000 RMB’000
AER®M TR AR¥TR
Revenues WA
| Traffic revenues Eam A
- Passenger —FE 36,064,642 31,121,718
- Cargo and mail -EERHE 5,633,117 5,776,671
Ground service income Hb T AR S W A 1,001,809 893,960
Cargo handling income HEOMEEBWA 364,638 289,530
Commission income As i A 156,713 125,576
Others H 393,166 403,469
43,614,085 38,610,924
Less: Business tax (Note) o OERER (HE) {1,092,859) (976,792)
42,521,226 37,634,132
Note: R

REREEAREZEGRADBE RN
sh o BEMEESBA - HERA - HER
BRARRMBRRARBRBIESER R
T8 R B 1 051 32 3% 3l 5% B B S -

Except for traffic revenues derived from inbound international
and regional flights, which are not subject to the PRC business
tax, the Group’s traffic revenues, commission income, ground
service income, cargo handling income and other revenues are
subject to PRC business tax levied at rates of 3% or 5%, pursuant
to PRC business tax rules and regulations.
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(Prepared in accordance with International Financiol Reporting Standards) (¥ BIPR i B W & 2 G )
for the year ended 31 December 2007 HE —FFLF+ A=+ —RBUTFE

6. OTHER OPERATING INCOME, NET 6. Har@EWE - FH

Group
-1
2007 2006
—88tF ZBRARE
RMB'000 RMB’000
AR® TR AR®ET
Government subsidies (Note) BT H#E AL () 487,561 462,370
Net fair value gains/(losses) fiEsmI AR EE
on financial instruments W, (BK)
- forward foreign exchange —%EFTHREH
contracts 20,576 26,744
- fuel hedging income/ — MU EE Y (B k)
{losses) 96,576 {64,849)
604,713 424,265

Note:

The government subsidies represent (i) subsidies granted by the
Central Government and local government to the Group; and (i)
other subsidies granted by various local municipalities to encourage
the Group to operate certain routes to cities where these
municipalities are located.

SEGMENT INFORMATION

In accordance with the Group’s internal financial reporting,
the Group has determined that business segments be presented
as the primary reporting format and geographical as the
secondary reporting format,

(a) Primary reporting format by business segment

The Group has two business segments, namely passenger
and carge and logistics, which are structured and
managed separately, according to the nature of their
operations and the services they provide.

(1)  Passenger business segment includes cargo
carried by passenger flights.

(2} Inter-segment transfers or transactions are
entered into under normal commercial terms and
conditions that would also be available to
unrelated third parties.

BEIE

BR#MEERG)F R RIS BFRER
REDmH R R () B i T IR AR R A #
BEENERTE THORAE -

7. o8EE
RBABE Y NEIEHRS - el
ERT LB BERHEATED S
B B HERTEARES
MR -

(a) UEBIBRTETHBER

ARES REERBSE - 25
REESHEEERYRAE -
LEF SRR AR ENRBER
FENEEABLIRER -

(1) FREGSHEERTHRIEH
M E BT o

(2) FHEBERZZFUESE

A < 3B =5 BRIME R
AR RATE -

FRENAFERRGERLE SR LEFER
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(Prepared in accordonce with Interngtional Financial Reporting Standards) (JEEIRR B 5 R & S BIiR 2)
For the year ended 31 December 2007 B@Z —FF L FF+ A=+ HUFE

7.  SEGMENT INFORMATION (Cont'd) 7. ZEER (O
(a) Primary reporting format by business segment (a) LEBIBHETEFHER
(Cont'd) )
The segment results for the year ended 31 December BE-ELLFIHFENTEE
2007 are as follows: SBITAIR -
Cargo and
Passenger logistics Unallocated Total
BE HERUR RKAE & &t

RMB’000 RMB'000 RMB'000 RMB’000
AR TR AR TR ARWTR ARWTR

Traffic revenues EE A 37,537,460 3,113,488 - 40,650,948
Other revenues Efl AR

Hib&x Uy 1,208,760 900,529 208,456 2,317,745
Total segment revenue 2 EfU A B3 38,746,220 4,014,017 208,456 42,968,693
Inter-segment revenue 57 BRI 4R A (348,643) - (98,824) (447,467)
Revenues I @N 18,397,577 4,014,017 109,632 42,521,226
Operating (loss)/profit 404 (518) & 7F)

- segment results - oEEEA (182,147) 181,823 38,861 38,537
Finance income MW A 2,034,611 84,481 789 2,119,881
Finance costs B3 % (1,799,454) (164,685)  (14,411) (1,978,550)
Share of results of BihBELT

associates iz - - 58,312 58,312
Share of results of jointly #{h &=

controlled entities EEREE - - 30,086 30,086
Profit before income tax £ BT 5| 53,010 101,619 113,637 268,266
Income tax HA 38,835 (58,123) {4,475) {23,763)
Profit for the year F 8 a F 91,845 43,496 109,162 244,503
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7.

(Prepared in accordance with International Financial Reporting Stondards) (X BIBR A BEVR &5 ERIE )
for the year ended 31 December 2007 BRE—FFLFT-A=+—HitFH

SEGMENT INFORMATION (Cont’d) 7. DREH (#E)

(a) Primary reporting format by business segment (@) U¥BIHBRETBETHBES
(Cont'd) (80
Other segment items included in the income statement BE_BTtF+-A=+—H
for the year ended 31 December 2007 are as follows: IFFERERIERTPNEDS

ERRE SR

Cargo and
Passenger logistics Unallecated Total
BE HKERYOR ko E =318

RMB'000  RMB'000  RMB'000  RMB'000
ARMT R ARB TR ARMTR AR%TR

Depreciation g 3,991,253 646,364 42,749 4,680,366
Amortisation iR 119,913 11,051 586 131,550
Deficits on revaluation/ §R{dHERX
impairment loss 130,921 - - 130,921
The segment assets and liabilities at 31 December 2007 E-FELF+=-A=+—H
and capital expenditure for the year then ended are as WEFEZHHEE - AERER
follows: MZHFRAT
Cargo and
Passenger logistics Unallocated Total
FE HEBEREYR 9 E -1

RMB'O00  RMB'000  RMB'O00  RMB'000
AR®TRE ARMTR AR®TR ARBTR

Segment assets FEEE 60,725,717 5,286,774 1,125,583 67,138,074
Investments in associates 3% & FYER & 0 7] - - 601,119 601,119
Investments in jointly (RERHRF

controlled entities Tl Ee - - 336,966 336,966
Total assets AERE 60,725,717 5,286,774 2,063,668 68,076,159
Segment liabilities S EARE (59,784,072) (4,196,729) (482,629)(64,463,430)
Capital expenditure BEAMZ W

(Notes 16 & 17) (sEE16R17) 13,334,367 642,795 7,730 13,984,892
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(Prepared in accordance with International Financial Reporting Stendards) (#% &G BF B1 7% 98 ¢ SE B4R B¢)
For the year ended 31 December 2007 B ZE —§F+ ¥+ _R=+—HAuFE

7. SEGMENT INFORMATION (Cont'd) 7. SEEH @0

(a) Primary reporting format by business segment (a) LEKR T BBTESTHBER
(Cont'd) (35

The segment results for the year ended 31 December BE_ZRE . FILFENSEHE

2006 are as follows: BOTHR -

Cargo and

Passenger logistics Unallocated Total
FE HERMR * o id B

RMB'000 RMB’000 RMB'000 RMB'000
ARBFTT AR®T ARBTRIT ARWTR

Traffic revenues BEEUA 33,489,978 2,842,836 - 36,332,814
Other revenues Hib W A K
Hfh 8 %1 2% 1,211,553 709,069 140,525 2,061,147

Total segment revenue S EBASE 34,701,531 3,551,905 140,525 38,393,961
Inter-segment revenue 7 BFfEl K A (689,331) - (70,498)  (759,829)
Revenues WA 34,012,200 3,551,905 70,027 37,634,132
Operating (loss)/profit  #E & (B51B) " HF

- segment results - DB ER (2,770,861)  (242,526) 21,947  (2,991,440)
Finance income FLE WA 989,473 17,639 1,451 1,008,563
Finance costs MB XK (1,653,939)  (104,418) (7,624) (1,765,981)
Share of results of B (RS o R

associates ¥ - - 103,566 103,566
Share of results of b HE S

jointly controlled BRRE

entities - - 29,595 29,595
(Loss)/profit before B (&8 R

income tax (3.435,327) {329,305) 148,935 (3,615,697)
Income tax il 198,088 (30,262) (4,894) 162,932

(Loss)/profit for the year /& (B518) /i F (3.237,239)  (359,567) 144,041 (3,452,765)

Other segment items included in the income statement HE_BTRFTZA=T-
for the year ended 31 December 2006 are as follows: LHFERERARERPOEGS

HREEFIRAT -

Cargo and
Passenger logistics Unallocated Total
XiE HERYDR RSB a5

RMB'000 RMB000 RMB'000 RMB'000
ARBTE ARBTE ARBTRT AR®TR

Depreciation e 3,937,182 524,150 32,240 4,493,572
Amortisation B 103,606 - - 103,606
Deficits on revaluation/ & fh, /BWEEK

impairment loss 1,035,343 - - 1,035,343
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7.

(Prepared in accordance with International Financiol Reporting Standerds) (IX B BRI RS PR e R )
For the year ended 31 December 2007 BHE —_FFLF+ A=+ P *F

SEGMENT INFORMATION (Cont’d)

(2)

(b)

Primary reporting farmat by business segment
(Cont'd)

The segment assets and liabilities at 31 December 2006
and capital expenditure for the year then ended are as

7. ZEHER @
(@) UXBIBRAEEIHRR

(0

BE_ZTEXREF+-A=+—H

flskcs

Bzo8EE - ARRAER

follows: MEEHIRAT
Cargo and

Passenger logistics Unallocated Total

BiE RENMDE RO B B85

RMB’000 RMB'000 RMB'000 RMB'000

AR¥ETT ARBTT ARBTRE ARBTR

Segment assets TRHREE 54,778,224 5,185,564 463,188 60,426,976
Investments in HERBE

associates NG - - 623,390 623,390
Investments in jointly  E MR HRA

controlled entities EH e - - 115,540 115,540

Total assets BEAE 54,778,224 5,185,564 1,202,118 61,165,906

Segment liabilities TEHAR (53,632,097) (3,992,814) (64,352) (57,689,263)
Capital expenditure AAMZH

(Notes 16 & 17) (FEB1sR17) 15,566,384 1,170,712 52,623 16,789,719

Secondary reporting format by geographical
segment

The Group’s two business segments cperate in four main
geographical areas, even though they are managed on
a worldwide basis.

The Group’s revenues (net of business tax) by
geographical segment are analyzed based on the
foltowing criteria;

(1)

Traffic revenue from services within the PRC
{excluding the Hong Kong Special Administrative
Region (“Hong Kong™)) is classified as domestic
operations, Traffic revenue from inbound and
outbound services between the PRC, Hong Kong
or overseas markets is attributed to the segments
based on the origin and destination of each flight
segment.

Revenue from ticket handling services, airport
ground services and other miscellaneous services
are classified on the basis of where the services
are performed.

(b) MERSBERERELN

BE

EBEREZR  FEEZM

B HROEEEL MR
B -

EEBOMBIHZBARE
EEREFR) OWMWT -

(i)

(i)

RAEERA(TRE+EF
AERTHRE(ERD)
AR AT ERE 0B B X AR
RERRBRA - 2P E
HERIEITIBREEER
IR ARHG AT R AR A UL
OB SMARA I T BATAR B
BISR AFTE MR RIE WA -

REERRBUEA - @5
BIRIE A RE AR AR
B R ER A I ATZ R AR SRR
B TE b B BR R b R MY SR A
WA o

FRESHERHERLE —PRLFFH
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(Prepored in accordance with International Financial Reporting Standards) (JZ BB B E & LR E 2)
For the yeor ended 31 December 2007 EE—FF+FF+_AZ+—BUFE

7. SEGMENT INFORMATION (Cont'd) 7. DEBEHR @)
(b) Secondary reporting format by geographical by LBESHEXREREER
segment (Cont'd) (3)
Group
£m
2007 2006
—e8tE “EENE
RMB'000 RMB'000
AR%TR ARETT
Domestic (the PRC, BA(FE - TREEE)
excluding Hong Kong) 24,125,288 20,948,698
Hong Kong v 2,694,857 3,244,846
Japan I 3,642,220 3,582,962
Other countries H{h B X 12,058,861 9,857,626
Total &t 42,521,226 37,634,132

The major revenue-earning assets of the Group are its
aircraft, all of which are registered in the PRC. Since
the Group’s aircraft are deployed flexibly across its route
network, there is no suitable basis of allocating such
assets and the related liabilities to geographical
segments and hence segment assets and capital
expenditure by geographic segment have not been
presented.

WAGES, SALARIES AND BENEFITS

FEEZBRARBRERGEE - T
A TERR R B - AR E 2 TR ]
ETRARAPadER  REHLEaEE
RAREAERESTPAREDRKNHE
B B RRRES BREREER
BEAMIH -

8. I&  -%HEKkEX

Group
=
2007 2006
—2RLE —EEREF
RMB'000 RMB'0O00
AR T AR%TFTT
Wages, salaries, bonus IE H& JEORmE

and allowances 3,198,734 2,603,095
Employee wetfare and benefits {& B & F| & %28 246,626 231,000
Defined contribution retirement ERE K S5 Bl (FEB34(a))

schemes (Note 34(a)) 373,253 298,363
Post-retirement benefits EBRKEBHER GEEOD)

(Note 34(b)) 170,670 146,968
Staff housing fund (Note 35(a)) B L{IX R E & (iF#35(a)) 285,000 228,000
Staff housing atlowance BT 5w Ah GEE3s(b))

(Note 35(h)) 53,114 30,656

4,327,397 3,538,082
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(Prepared in accordance with International Financial Reporting Standards) (JEERBS RIS er B RIMG B)
For the year ended 31 December 2007 BE_—_FEFLF+T-_A=E+—BUFF

8. WAGES, SALARIES AND BENEFITS (Cont'd)

(a)

Emoluments of directors, supervisors and senior

management

Details of the emoluments paid to the Company’s
Directors, supervisors and senior management are

8. I&  HEREN (8

(a) HE - EERBRITRARN

M

XHERRES - BEEREMRIT

BABNBERBE TSR

as follows:
2007
—R%tE
Salaries and
allowances Bonus Total
HEREW AL Bm|
RMB'000 RMB'000 RMB'000
ARMTRT ARBTR AR%®TR
Executive Directors BTES
Li Fenghua* Tl - - -
Luo Chaogeng* BER~ - - -
Cao Jainxiong* R - - -
Li Jun* FE - - -
Luo Zhuping BT 187 - 187
Independent non-executive BYFHTES
Directors
Hu Henggao HBE 120 - 120
Peter Lok HEH 117 - 117
Wu Baiwang KRB 120 - 120
Zhou Ruijin B & 120 - 120
Xie Rong B 120 - 120
Supervisors BN
Liu Jiangho* BTk - - -
Xu Zhao™ TR - - -
Yang Jie R 144 - 144
Wang Taoying TR 169 - 169
Liu Jiashun e - - -
Vice executive Directors BRITHS
Zhang Jianzhong R 220 - 220
Li Yangmin TERE 202 - 202
Fan Ru B R 676 - 676
Finance controller MR
Luo Weide EEE 207 - 207
Total =R 2,402 - 2,402

PREAFHEIROARLE —ZBLESH

135




(Prepared in accordance with International Fingnciol Reporting Standards) (3% SR BT B R & SE Al i BY)
For the yeor ended 31 December 2007 #E —_FF+E+ " A=Z+—Hi+ &K

8. WAGES, SALARIES AND BENEFITS (Cont'd) 8. IE¥ - FEREF B
(a) Emoluments of directors, supervisors and senior (a) HE - BEERERTHRAAMN
management (Cont'd) B (1)
2006
ZEER
Salaries and
allowances Bonus Total
Fe R fEH @
RMB'000 RMB'000 RMB’000
ARBTIE AR®BTRI ARBTT
Executive Directors HOEE
Li Fenghua* Ty - - -
Luo Chaogeng* EEHRE - - -
Cao Jainxiong* B - - -
Wan Mingwu* SHER - - -
Zhong Xiong* S - - -
Luo Zhuping R 157 - 157
Independent non-executive BUYUFRTEE
Directors
Hu Honggao* BEMR A - - -
Peter Lok * REH~ - - -
Wu Baiwang* REH- - - -
Zhou Ruijin* EAwe* - - -
Xie Rong* o8+ - - -
Supervisors En
Li Wenxin* EXE - - -
Ba Shengji* EpE - - -
Yang Xingen H iR 149 - 149
Yang Jie BIE 100 - 100
Liu Jiashun 2R IF - - -
Vice executive Directors BETHEHE
Zhang Jianzhong Ege ey 176 - 176
Li Yangmin FER 156 - 156
Fan Ru B®E 454 - 454
Finance controller MR
Luo Weide EEE 173 - 173
Total =R 1,365 - 1,365
. Certain Directors of the Company received emoluments * RARBOHBEEMEALSIRE
from CEA Holding, the parent company, part of which HMBA TR - e
is in respect of their services to the Company and its BIPBIRMERTRARE o
subsidiaries. No apportionment has been made as it is HRLAFESRRRUEET
impractical to apportion this amount between their Y ARFE S AL T ARl R P BB
services to the Group and their services to CEA Holding. MEEE - Eitk b o5 B
R -
During the year ended 31 December 2007, no Directors RBE_ZTRLF+-A=1+—
and supervisors waived their emotuments (2006: Nil). AiEFE - ¥EEfR—UEER
%)?E&ﬁﬁ@ﬂﬁ(:mﬁﬁﬁ :
Y o
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(Prepared in accordance with International Financial Reporting Standards) ({5 BB Bf BB IR & I~ AR X))
For the yeor ended 31 December 2007 B E—_F R+ E T A=+ AU ¥R

8. WAGES, SALARIES AND BENEFITS (Cont'd)

(b)

Five highest paid individuals

One of the vice executive Directors, whose emoluments
are reflected in the above analysis was among the five
highest paid individuals in the Group for 2007. The
emoluments payable to the remaining four {2006: four)

8 I¥ -HFEREF@®
by ENBEHFABNME
AEBAUFEHFARS - H
—fIBBIERITES - AFzEr
o R - Mepm
(2006 : MB{I) BEEFHABNBES

highest paid individuals are as follows: HEmT -
Group
gL
2007 2006
—8®tHE —ZEERF
RMB’000 RMB'000
AR TR AR¥TR
Wages, salaries, TE -#%& &84
bonus and allowances K BA 2,430 1,736
The emoluments fell within the following band: MERRMNET :

Number of individuals

AR
2007 2006
—Re+LE ZRENRE
Below HK$1,000,000 1,000,000/ ;TTEA T 4 4

During the year ended 31 December 2007, no
emoluments were paid by the Group to the Directors,
supervisors or the five highest paid individuals as an
inducement to join or upon joining the Group, or as a
compensation for loss of office {2006: Nil).

REZ-_ZFLF+ZA=+—-Hit
FE - AEELIARBRAEHEAS
mAHEETES  EERAUESH
ABEAME (ZFFRN &) -

FPRNAFSAZRGFALE —BTLFFH
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(Prepared in accordance with International Fingncial Reporting Standards) {15 B B B 55 48 & CE B AG 30D
For the yeor ended 31 December 2007 BE—FF+E T A= +—HU¥H

138

9. OPERATING PROFIT/LOSS 0. BT, HE
Operating profit/loss is stated after charging and crediting IREHEF, BB R SR T HE
the following items: B3R :
Group
mE
2007 2006
—e9LF ZRERF
RMB’000 RMB'000
ARMTR ABRETT
Charging: e -
Depreciation of property, Wk BREEGHNE
plant and equipment
- Leased —HEg 1,839,928 1,418,781
- Owned -BE 2,840,438 3,074,791
Amortisation of intangible BEREEERE
assets 106,703 72,737
Amortisation of lease B EEREE
prepayments 24,847 30,869
Consumption of flight MR BT HERE
equipment spare parts 468,888 326,248
Allowances for obsolescence REERBEEN
of flight equipment REERE
spare parts 96,535 60,317
Deficits on revaluation/ SEEEBK
impairment loss 130,921 1,035,343
Provision for impairment PR R R A
of trade and other FE MR R (B
receivables 10,481 19,539
Auditors' remuneration ZEEMNE 18,439 20,120
Crediting: BErA
Gain on disposals of property, EERME  BaER
plant and equipment RN
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{Prepared in accardance with International Financial Reporting Standards) (1 B 88 Bf F R &5 22 SR BY)
For the year ended 31 December 2007 BE BB+ EF+ A=+ B4 TFH

10. FINANCE INCOME 10. BFIEW A
Group
-0 1
2007 2006
—882tE TBEX
RMB'000 RMB'000
AR®TR ARET T
Exchange gains, net (Note) EEH W (EE) 2,023,032 888,402
Interest income FLE W A 96,849 120,161
Finance income HE 7% 1 A 2,119,881 1,008,563
Note: iR

R-BTLE+-R=+—R - ERK
HEBEREREBEIMNE T EORER
EERRAENFEREL SR -

The exchange gain for the year ended 31 December 2007 primarily
relates to the translation of the Group’s foreign currency denominated
borrowings and obligations under finance leases at year-end exchange

11.

rates.

FINANCE COSTS

1. B

Group
gL
2007 2006
Z¥RLE ZEER
RMB'000 RMB’000
AR TR AR®TIT
Interest relating to BEEERENE
obligations under
finance leases (731,885) (543,953)
Interest on loans from banks WIT RS REE
and financial institutions BEHF AR (1,629,090) (1,580,536)
Interest relating to FEfTREF B
notes payable (72,779) (91,280)
Amortisation of the discount FRESFHMEH
on zero coupon debentures - {25,456)
Interest relating to RHEEMRAE
long-term payables (3.406) (4,961)
Fair value gains on financial TRITAAREME
instruments s sl
~- transfer from equity in — F| 2 H1 A -
respect of interest rate RERED -
swaps qualified as cash B A
flow hedges 59,111 55,889
(2,378,049) (2,190,297)
Less: Amounts capitalised into o AR AmEE
advanced payments on RE 0k
acquisition of (FFE19)
aircraft (Note 19) 399,499 424,316
Finance costs [ F 53 {(1,978,550) (1.765,981)

TRESHEROGTMLE TS LF5H
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(Prepored in accordance with International Financial Reporting Standards) (#2 B BR Bt 15 #F &£ K Bl BY)

For the year ended 31 December 2007 B E_FF+H#+ A+ —B1EF

12. INCOME TAX

Income tax charged/(credited) to the consolidated income
statement is as follows:

12. Bi®

BiFaBaER A (GNR) sfiEm
IS

Group
£m
2007 2006
—ge%tH ZBERF
RMB’000 RMB'000
AR TR AR T
Provision for PRC income tax PEMEHAERSR 72,918 48,072
Deferred taxation {Note 33) EIE R R (FE1E33) (49,155) (211,004)
23,763 (162,932)
For 2007, the Company is subject to PRC income tax at a RiF LA AREEBRTNHER_

reduced rate of 15%, pursuant to the Circular Hu Shui Er Cai
(2001) No. 104 issued by the Shanghai Municipal Tax Bureau.

Certain subsidiaries of the Group located in Pudong, Shanghai
are subject to PRC income tax at a reduced rate of 15%,
pursuant to the preferential tax policy in Pudong, Shanghai.
Other subsidiaries of the Group are generally subject to the
PRC corporate income tax at the standard rate of 33% for the
years presented.

On 16 March 2007, the National People’s Congress approved
the Corporate Income Tax of the People’s Republic of China
(the “new CIT Law”). The PRC enterprise income tax rate for
the Company and all its subsidiaries, except those registered
in Hong Kaong, will change to a standard tax rate of 25%.
However, the tax bureau in which the Company and certain of
its subsidiaries are registered has not yet announced the
detailed transitional provisions from the old rate to the new
CIT rate. For the purposes of deferred tax calculations, the
Company and its subsidiaries apply 25% tax rate effective
from 1 January 2008. The net deferred tax position of the
Company and its subsidiaries as of 31 December 2007 is
insignificant and management considers that the change in
tax rate will not have a material impact on the Group's deferred
tax position.

Further detailed measures and requlations on determination
of taxable profit, tax incentives and grandfathering provisions
will be issued by the tax authorities. As and when the tax
authorities announce the additional regulations, the Group
will assess their impact, if any, and the corresponding change
in accounting estimate will be accounted for prospectively.
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12.

INCOME TAX (Cont'd)

Tax on the Group’s consolidated income statement differs from
the theoretical amount that would arise using the taxation

{Prepared in accordance with International Financial Reporting Stondards) (15 B B8 B R 25 & 2 Rl iG &)
for the year ended 31 December 2007 BE_—FFtFEI_A=+—HALFH

12. B3R ()

FEEBMGSEERNKER - BRR
AIRBEKEANRRMEES 2B

rate of the home country of the Company as follows: I EEENT
Group
H=W
2007 2006
—getF —EBRE
RMB’000 RMB'000
AR® TR ARBTT
Profit/(loss} before income tax BHATER 268,266 (3,615,697)
Adjusted by: FE
Share of result of associates BEBE QR R
and jointly controtled H FEIE &
entities AERNESR (88,398) (133,161)
179,868 (3,748,858)
Tax calculated at enacted R15% B E
tax rate of 15% MAMEHER 26,980 (562,329)
Effect attributable to Fi K 2 §)17.5%3£ 33%
subsidiaries charged at FrigHipli®
tax rates of 17.5% or 33% M E (49.578) (27,969)
Effect of tax rate change HREEIRT
on deferred tax BHIANZE 24,289 -
Expenses not deductible TR B
for tax purposes %A 12,031 13,852
(Recognisation)/utilisation (¥R /& AAE
of previously unrecognised FREARERN
tax losses HisE 8 (157,531) 23,130
Unrecognised tax losses RTFEZNBEER 54,647 327,739
Other unrecognised Hfib K SR
temporary differences TRt ER 112,925 16,067
Gain arising from intra-group L /NI ]~ g
property, plant and BTEE
equipment disposal AR E
subject to taxation W A - 46,578
Tax charge/(credit) BEER/(BR) 23,763 (162,932)

The Group operates international flights to overseas
destinations. There was no material overseas taxation for the
years ended 31 December 2007 and 2006, as there are double
tax treaties between the PRC and the corresponding
jurisdictions (including Hong Kong) retating to aviation

businesses,

AEMEEHBRME - REFLIFI
B &) o A B EARREAY e ERER
(BEEH ENTHAEEHBNA
& AEEREE-_FRLFR-R
FAETZAZT—HILFEYESE

KABIBK -

FHRNSRERGHAVLE —BLL-FFER
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(Prepared in accordance with Internationsl Financial Reporting Standards) (2 B3B8 B B SR e 22 Bl i )
For the year ended 31 December 2007 BE_FELF+ A=+ —HIFHF

13. DIVIDEND 13. B2
No interim dividend was paid during both 2007 and 2006. ERRHEAFER FFEAYSER
B HARR R -
The Board of Directors of the Company has not recommended FANEBEREEREE-STLE
any dividend in respect of the year ended 31 December 2007. T A=+ R FETIRS TR
No final dividend was paid in respect of the year ended 31 B HE_EERNFT=R=+-A8
December 2006. RIEZHFERS -
14. PROFIT/LOSS ATTRIBUTABLE TO SHAREHOLDERS 4.3 2R EHRFEEARER
/(B8
The profit attributable to equity holders of the Company is ERBRALD RHERS A AR HFIA
dealt with in the financial statements of the Company to the R¥4205 8T (2006 : BEARE
extent of RMB420 million (2006: loss of RMB2,664 million). 2,664 8 &IT) BB IRAE QT M
TBHEP -
15. EARNING/(LOSS) PER SHARE 15. SREFN (#58)
The calculation of basic earning per share is based on the FREARBF IR L THERFEA
profit attributable to equity holders of the Company of RMB269 ElERaRIARK 20008 T (CF
million (2006: loss of RMB3,313 million) and the weighted BRE - BRARK3IBEEL M
average number of shares of 4,866,950,000 (2006: FRE BT MEF SR
4,866,950,000) in issue during the year. 4,866,950, 000 R (ZBE E .
4,866,950,00008) 518 -
The Company has no potentially dilutive option or other AT EE A TR ARAOERAR
instruments relating to ordinary shares. B HMeRTA -
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(Prepared in accardance with International Financial Reporting Standards) (JR RERAI S &R G &)
For the year ended 31 December 2007 HE =G F+F+ A=+ AUFF

16. INTANGIBLE ASSETS 16. B EE
Group
-1
Goodwill  Sponsorship
(Note (a)) fee (Note (b)) Computer
ik BEHR software Total
{ER(a) (FR(b) RR=4 at
RMB'000 RMB'000 ]MB'000 RMB’000
AR®TR ARBTR AR%TRE AR®Tn
Cost ;%
At 1 January 2006 RZBEAE—-R—8 688,311 - 84,964 773,275
Additions through the ARBBREREN
acquisition of a controlling 1| #2567 3| £
interest in an associate opiRil 304,832 - 28 104,860
Other additions Hit 58 - 320,000 33,617 153,617
Disposals ik - - (36) (36)
At 31 December 2006 R-R2XRE+t-A=+—-H 993,143 320,000 118,573 1,431,716
At 1 January 2007 R_BZ+tF—-H-B 993,143 320,000 118,573 1,431,716
Other additions HitFE - - 15,283 15,283
Disposals eg= - - (1,715) (1,715)
At 31 December 2007 R-_28tE+-HA=+-8 993,143 320,000 132,141 1,445,284
Accumulated amortisation 2@
At 1 January 2006 RI22AE-A—H - - 21,432 21,432
Charge for the year FERE - 52,870 19,867 72,737
Disposals e - - (7) (7)
At 31 December 2006 BR-BEAE+T-RA=+-H - 52,870 41,292 94,162
At 1 January 2007 R-_2F+¥-R-H - 52,870 41,292 94,162
Charge for the year TERE - 82,194 24,509 106,703
Disposals HE - - (287) (287)
At 31 December 2007 R-¥%tE+=-HA=+-H - 135,064 65,514 200,578
Net book amount RERE
At 31 December 2006 R-BEAE+-A=1+-8 993,143 267,130 77,281 1,337,554
At 31 December 2007 R-ZRQtE+=A=1+-H 993,143 184,936 66,627 1,244,706
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(Prepared in accordance with International Financial Reporting Standards) (X EIESRI B iR &R G &)
For the year ended 31 December 2007 HE—FF+F+ A=+ —HIFFE

16. INTANGIBLE ASSETS (Cont'd) 16. BELEE (5
{ompany
|
Goodwill  Sponsorship
(Note (a)) fee (Note (b)) Computer
kS BB R software Total
(B (a)) (ER(b) BREH Y
RMB'000 RMB'000 RMB'000 RMB‘000
ARBTR AR¥TH AR%¥Tn AR%Tx
Cost R&E
At 1 January 2006 R-ZZEX E-F-8° 688,311 - 83,808 772,119
Other additions Hite A B - 320,000 33,617 353,617
Disposals kS - - (36) (36)
At 31 December 2006 RZERRE+ZA=+-8 688,311 320,000 117,389 1,125,700
At 1 January 2007 R-ZZ¥+F-A—H 688,311 320,000 117,389 1,125,700
Other additions H bR E - - 15,071 15,071
Disposals HE - - (1,715) (1,715)
At 31 December 2007 R-BR+LtE+=HA=1-8 688,311 320,000 130,745 1,139,056
Accumulated amortisation AHEY
At 1 January 2006 RZE®-§-HA-H - - 20,528 20,528
Charge for the year EEEH - 52,870 19,630 72,500
Disposals e} 5 - - {7 )]
At 31 December 2006 R-ZRAF+ZR=+—-H - 52,870 40,151 93,021
At 1 January 2007 RZZET¥+F—-HA-R - 52,870 40,151 93,021
Charge for the year RERH - 82,194 24,454 106,648
Disposals HE - - (287} (287)
At 31 December 2007 R-8RtE+-A=+-8 - 135,064 64,318 199,382
Net book amount BEEE
At 31 December 2006 RZFEAE+ZA=1+-B 688,311 267,130 77,238 1,032,679
At 31 December 2007 R-2%t5+=-B=+—AH 688,311 184,936 66,427 939,674
Notes: T
(o)  Impairment tests for goodwill (a) FEEMTRERE
The Group operates in two cash-generating units (“CGU") which FHEMEYEREREEEETS R
are passenger (including cargo carried by passenger flights) ATERREERERUEREER
and cargo and logistics. Wi o
The recoverable amount of a CGU is determined based on HEEEETHTRESERERE
value-in-use calculations. These calculations use cash flow AEESHE - HEAFAFARGR
projections based on financial budgets approved by SRAREE  KBETEBHIEMNR
management covering a five-year period. Cash flows beyond FHMBAYE - BB AEHMNER
the five-year period are extrapolated using the estimated TR BERA R TRt EHERR
growth rates stated below. The growth rate does not excead EHHY - ZEERRTHARSE
the long-term average growth rate for the aviation businesses EEUESENHRTEERNREH
in which the CGU operates. THEER .
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16.

{Prepared in accordance with International Financial Reporting Standards) (# B PR 1 15 8 & S NG &)
For the year ended 31 December 2007 BE—F B+ F+-_A=+—A1UFF

INTANGIBLE ASSETS (Cont’'d)
Notes: (Cont’d)}

(a)

(b)

Impairment tests for goodwill (Cont’d)
Key assumptions used for value-in-use calculations

- Gross margin 12%
- Growth rate 15%
- Discount rate 10%

Management determined budgeted gross margins based on
past performance and its expectations for market development,
The weighted average growth rate used is consistent with the
forecasts inctuded in industry reports. The discount rate used
is pre-tax and reflects specific risks relating to the Group's
business.

Sponsorship fees

In March 2006, the Company entered into an agreement (the
“Sponsorship Agreement”) with the Bureau of 2010 Expo
Shanghai (the “Bureau”) which designated the Group as the
exclusive airline passenger carrier in the PRC to sponsor the
2010 Shanghai Expo. The Company will be entitled to a number
of rights, including but not limited to the use of the Expo
logo in the Group’s products, priority to purchase advertising
space at the Expo site etc. In return, the Company is required
to pay a total sponsorship fee of RMB320 million, RMB160
million of which would be paid in cash by instalments, the
remaining RMB16C million would be settled by value-in-kind
services ("VIK") {in the form of goods or services) to support
the 2010 Shanghai Expo. Accordingly, an intangible asset has
been recognised and is being amortised on a straight-line
basis over the beneficial period from the effective date of
the Sponsorship Agreement to the completion of the Expo.
The outstanding sponsorship fee of RMB233 million (2006:
279 million) has also been recognised as other long-term
liabilities {(Note 32) in the Group’s balance sheet.

16. ML EE ()

SE (8D

(a) ALtaystEAH 8
FRBETTEN T EHRET ¢
—EFE 12%
- ig§$ 15%
—AhHE 10%
EREERBRATRBEREHTISR

(b)

BROFAMERTEME « KM
EI0HE T R R MITRBE AR
MFERFTE R - FRAMBERR
ABA LRI R RABH D PO TE
B o

g} 4
R-STAFZH ARBHRLE
M-E FFtHETEHHRARS
THBRETEREA-_F—2F
LEEEE —PRMEEESF
B ORI EEMERAE R
TRE) ERAtESNEENASE
MERL EREBHHESURE
ERUMBAEE ALFRBEX
HAREI2EETHERETE X
R-P-F5iEE HPARY
10EETHESTHENNRE T
ARG EARURSEEY
T (AR EEYERBEER) - &
EMAEAMRMEBPRE T
REEREE - HBEEETED
BN AN EH AT
PEABERE T - L EBIFM
SHEAARY233EEIT (20065 ¢
7T9AE L) - HEEMNERE T
naHfREAMAGEER -

FRNGHERGAMLE —SSLEER
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(Prepared in accordance with Internotionol Financial Reporting Standards) (f& B0 B 2 75 #8 &5 2 RIAA B4)
For the year ended 31 December 2007 M E_FFLF+-_A=1+—F4ERE

17. PROPERTY, PLANT AND EQUIPMENT 17. 993 - BEERRE
Group
1.}
Aircraft, engines and
flight equipment
RE- 208
ERTRA
Held {ther
under property,
finance plant and
leases equipment Construction
Owned REME  Buildings HMEWZE- in progress Total
g® HEEF BY HBRIAG ERIE A
RMB'0GO  RMB'OO0  RMB'000  RMB'OOD  RMB'O00  RMB'000
ARSTT ARMTR ARBTR ARETR ARETZ ARETR
Valuation or cost HEE/AAE
At 1 January 2006 R-2L2/AF-A-8 13254963 17,791,313 2,424,989 2,984,531 240,884 56,696,680
Reclassification upon parchase BARENR 2,011,940 (2,011,040 - - - -
Transfers from construction in progress I ERTEHA - - 52,832 242,669 (295,501) -
Transfers from advanced payments on HRBBHREA
acquisition of aircraft (Note 19) (#E1) 379743 2,591,545 - - - 6,388,975
Additions through the acquisitions AREERE QTR
of controlling interests in associates  {EH TS LA M 78291 305663 303,064 13,292 2,441 122,197
Other additions EHTE 5,612,187 2,724,601 - 384,743 207,979 9,019,510
Valuation deficit HpBERK (939,655)  (95,688) - - - (1,035,343)
Transfers to non-current assets BERLERRE
held for saie (Note (b) & 39) BEGIR(MO)R39 (2,108,763)  (202,898) - - - (2,311,661)
Disposals by sale and leaseback E4ERR A RE (7,940,164) - - - - (7,940,164
Other disposals AfE (314,615) - (61639)  (131,322) - {487,576)
At 31 December 2006 R-BENE
+-A=z1-8 33,451,614 21,102,506 2,739,246 3,513,013 245,809 61,053,178
Accumulated depreciatien 2:FE
At 1 January 2006 BZBERF-F-H 11,880,147 4,426,006 479,33 1,386,327 - 18,174,812
Reclassification upon purchase BAEEAR 040,464  (940,464) - - - -
Charge for the year rEERE 2,600,331 1,418,781 106,441 368,019 - 4,483,572
Transfers to non-current assets IRHEERY
held for sale (Nate {b) & 39) RE(EE@O)R) (1,346,228)  {121,049) - - - (L467,277)
Other disposals HHE {97,148) - (3,703)  (94,546) - (195,395)
At 31 December 2006 K-8/ E
+-A=+-H 13,077,568 4,783,272 582,072 1,659,800 - 21,002,732
Net book amount RHAFE
At 31 December 2006 R-22AE
tZA=1-8 19,474,046 16,310,324 2,157,174 1,854,113 245,809 40,050,466
At 1 January 2006 R-FEAF-R-8 21374816 13,365300 1,945,655 1,598,204 240,884 38,524,868
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17.

{Prepared in accordance with Internationol Financial Reporting Stondards) (B SRER A B 4R 5 LRI )
For the year ended 31 December 2007 B#E-—FFELF+_H=+—BUHFF

PROPERTY, PLANT AND EQUIPMENT (Cont'd)

17. % - #Es R R E (3

Group
am
Aircraft, engines and
flight equipment
it B d 1
RRTRH
Held (Other
under property,
finance plant and
leases equipment Construction
Owned HRE  Buildings HEEWE -  in progress Total
=} | BRE A HERRE HBIR EL)
RMB000 RMB'00D RMB'000 RMB'000 RM8'000 RMB'000
ARETL ARETR ARETR AR®TR AEMTR AR¥TR
Valuation or cost REE/HAB
At t January 2007 w-22t§¥-4-4 33,451,614 21,102,586 2,739,246 3,513,913 245,809 61,053,178
Reclassification upon purchase BABERE 3,756,521 {3,756,521) - - - -
Transfers from construction in progress HERTEBA - - 84,402 91,269 (175,671) -
Transfers from advanced paymeats on  HRBALRAN
acquisition of aircraft (Note 19) (i) 189,402 4,920,311 - - - 5,109,713
Other additions RLiAE 1,792,699 6,026,343 51,276 380,211 406,350 8,656,679
Disposals to a jointly MAREHRRILE
controlled entity (Note 22) (i B2} - - {8489)  (2,773) - (31,262)
Transfers to non-cusrent assets HERLEFRSEE
held for sale {Note (b) and 39) {HB(0)H39) (2,945,092) - - - - {2,945,092)
Other disposals AfHE (188,727} (231973)  (33,781)  (99,386) - {1,159,867)
At 31 December 2007 R-BELE
+-F=+-8 35,456,217 28,054,756 2,812,654 3,883,234 476,488 70,683,349
Accumulated depreciation FHETE ]
At % January 2007 RZFELE-F-8 13,977,568 4,783,272 532,072 1,659,800 - 21,002,712
Rectassification upon purchase BARESER 1,768,786  (1,768,786) - - - -
{harge for the year KEEHNE 2,268,230 1,913,831 103,622 394,683 - 4,680,366
Disposals to a jointly controlled entity ~ AAREH ML & - - (5,562)  (1,426) - {6,988)
(Note 22} (itF2)
Transfers to non-current assets HEFHEHAHAE
held for sale (Nate (b} and 35) (FR{b)H39 {1,444,395) - - - - (1,444,395)
Other disposals EfpdE (186,032) (237,973}  (6,240)  (66,305) - {1,096,550)
At 31 December 2007 RIRTLE
+-A=+-8 15,784,157 4,690,344 673,892 1,986,752 - 23,135,145
Net book amount ERAE
At 31 December 2007 R-BTLE
TZA=t-8 19,672,060 23,364,412 2,138,762 1,896,482 476,488 47,548,204
At 1 January 2007 RIBSEE-A-8 19,474,046 16,319,324 2,157,174 1,854,113 245,809 40,050,466
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(Prepared in accordance with International Financial Reporting Standards) (H EIBE A B5 ¥ & R RIGR %)
For the year ended 31 December 2007 BE—FT - EF+_A=+—FRLUFEF

17. PROPERTY, PLANT AND EQUIPMENT (Cont'd) 17. 0% - BIBRERE (R
Company
e
Aircraft, engines and
flight equipment
nE-3hA
RRTRE
Held Other
under property,
finance plant and
leases equipment Construction
Owned PBE  Buildings H{E4E - in progress Total
AR iy ¢ B HAERER HRIR Ll
RMB'0OD  RMB'000  RMB'000  RMB'OO0  RMB'000  RMB'000
ARBTR ARMTRE ARMTR ARBTR ARMTR ARNTR
Valuation or cost FHE/RAE
At 1 January 2006 RIEERE-A-B 25586721 16666521 1,473,423 2,036,082 88,802 45,851,549
Reclassification upon purchase BARERN 2,011,940 (2,011,940 - - - -
Transfers to a subsidiary BAHEAT (482,982) - - - - (482,982)
Transfers from canstruction HERTEEA
in progress - - 25,507 12,210 (37,111 -
Transfers from advanced payments RRBEHHEA
on acquisition of aircraft (Note 19) (1) 1744513 1,843,577 - - - 5,588,090
Other additions EftiFE 4,612,085 2,345,391 4049t 211479 100,45 7,569,561
Valuation deficit FHEEARK (939,655)  (95,688) - - - {1,035,343)
Transfers to non-current assets BESHEFRBER
held for sale {Note (b) and 39) (7 (b)#30) (2,108,763)  (202,898) - - - (2.311,661)
Disposals by sale and leaseback EROAZHZRE (7,040,164) - - - - {1,940,164)
Other disposals AfbiE (313,016) - (3621 (107,363) - (456,656)
At 31 December 2006 RZZEAE
+ZA=t+-8 24,370,669 18,544,963 1,503,144 2,212,408 151,230 46,782,394
Accumulated depreciation AitHE
At 1 January 2006 BR-ZZAF-A-4 7,961,807 4,383,943 318,184 1,025,400 - 13,689,424
Reclassification upon purchase BAEERR 940,464 (940,464) - - - -
Transfers to a subsidiary HARBLE {458,832) - - - - (458,832)
Charge for the year EEERE 1,930,393 1,317,355 54,726 274,242 - 3,585,716
Transfers to non-cuzrent assets hetd BEBLEERBRE
for sate (Note {b} and 39) (EB(b)F30) (1,346,228)  (121,049) - - - (L462,217)
Other disposals EfatiE (97,146) - (2,997)  (73,362) - (173,508)
At 31 December 2006 R-ZBAE
t-R=+-H 8,939,548 4,639,785 369,913 1,226,280 - 15,175,526
Net book amount EEFHE
At 31 December 2006 RZFRAE
+ZR=+-8 15,431,101 13,905,178 1,133,231 086,128 153,230 31,606,868
At 1 January 2006 BZBEAE-A-B 17624824 12282578 1,185,239 1,010,682 88,802 32,162,125

China Eastern Airlines Corporation Limited Annual Report 2007




PROPERTY, PLANT AND EQUIPMENT (Cont'd)

(Prepared in accordance with Internatienal Financial Reporting Standards) (X EQ BT B IS $F & L AIAR &)
Far the yeor ended 31 December 2007 B E=—F L F+ A=+ —RAIUFE

17. 0% - HBRSHE @)

Company
24
Aircraft, engines and
flight equipment
R4 208
RRGEE
Held Other
under property,
finance plant and
leases equipment Construction
Owned BB Buildings R4 - in progress Total
AR N €] B BERRHE ERIE &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETn ABMTR ARMTRT ARETL AEMTZ ARNTR
Valuation or cost HtE/HAB
At 1 January 2007 RIFTEE-A-HB 24,370,649 18,546,963 1,503,144 2,212,408 151,230 46,782,394
Reclassification upon purchase BAREDE 3,521,421 (3.527,427) - - - -
Transfers from construction in progress  EERTEGA - - 82,588 13,388 (95,976) -
Transfers from advanced payments on ~ HRBRFREA
acquisition of aircraft (Note 19) (i E19) 114,941 4,177,685 - - - 4,200,626
Other additions EfRE 1,070,085 5,149,747 1,437 289,425 146,384 6,657,098
Disposals to a jointly controlled MEAEHERLE
entity (Note 22) (R 2) - - (28489)  (2,173) - (31,262)
Transfers to non-current assets held EREEFABEE
for sale (Note {b} and 39) (g B (b)f039) (2,870) - - - - (2,870)
Other disposals AfpiE (597,936) (233,007)  (19,376) (78,872} - (929,191)
At 31 December 2007 RZ22+E
tZA=+-8 28,482,306 24,111,961 1,539,304 2,433,578 201,648 56,768,795
Accumulated depreciation BHER
At 1 January 2007 BZ22LE-B-B 8,530,548 4538,785 365,913 1,225,280 - 15,175,526
Reclassification upon purchase BARESE 1,628,209 (1,628,209) - - - -
Chasge for the year REENE 1,674,051 1,662,403 49,979 293,667 - 3,680,100
Disposals to a jointly controlled aAFRHEBLE
entity (Noie 22) @EnR) - - (5,562)  (1,426) - (6,988)
Transfers to non-current assets held for BEHFHEFEHAE
sale (Note (b} and 39) (3B (b)F39) (111) - - - - (111)
Other disposas -8 k) (595,260) (233,007}  (4,514)  (58,459) - (891,220)
At 31 December 2007 R-BF+F
+=A=+-H 11,646,457 4,440,972 409,816 1,460,062 - 17,957,307
Net book amount BEER
At 31 Dacember 2007 RIFELH
+zRB=1-8 16,835,849 19,670,980 1,129,488 973,514 201,648 38,811,488
At 1 January 2007 RoRErE-B—8 15,431,100 13,905,178 1,133,231 986,128 151,230 31,606,868
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(Prepared in accordance with International Fingncicl Reporting Standards} (IR BRI iR &L RIG &)
For the year ended 31 December 2007 B E—RFLF+ A=+ O EF

17.

PROPERTY, PLANT AND EQUIPMENT (Cont'd)

Notes:

(a)

{b)

On 31 December 2007, the Group’s property, plant and
equipment were carried at their revalued amounts and costs
less accumulated depreciation and impairment loss. Had the
property, plant and equipment of the Group and the Company
been stated at cost less accumulated depreciation and
impairment losses, the carrying amounts of property, plant

17. % - BBEREHE (R
itk

(a)

R-ZZLF+ZA=+—H &
DERINME - BERSHANGE
SR AER = TR MRERES
Fifr - REFRRBEA T OHY
¥ - B33 RAR WA AHER RaHN
HRHERKIE R BER

and equipment would have been as follows: S HEEEER TS
Group Company
Y. 4@ 8]
2007 2006 2007 2006
—RRtE SRRXRF ZRRtEE ZRRNE
RMB'000 RMB'000 RMB’000 RMB’000
ARBTR AR¥TR AR%RTR AR®TR
At 31 December w+ZRA=Z+-A 47,227,254 39,722,018 38,584,893 31,303,467
In 2006 and 2007, the Board of Directors passed resolutions by RoBERFER-ZELF EF
to dispose of certain aircraft and the related equipment and HBHAHMEEE TRE L H AR
have been actively seeking buyers. The relevant assets have RBOER - AR FERBERE
been reclassified as “Non-current assets held for sale” at 31 CHESHIHENEER - R-TF
December 2006 and 2007 (Note 39). LET A= +-BR-IRERE
TZE=+—8 4SEEREA
FEEFRBEE (HE39) -
As at 31 December 2007, certain aircraft and buildings owned () R-ERt+FFT-_A=Z+—-H &

by the Group and the Company with an aggregate net book
amount of approximately RMB9,923 million and RMB9,017
million respectively (2006: RMB9,110 million and RMB8,310
million respectively) were pledged as collateral under certain
loan arrangements (Note 30).
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{Prepered in accordance with International Financiol Reporting Stondards) (i B BRI I SR &£ i BRI &)
For the year ended 31 December 2007 HE —FF L FF AT —HUFE

18. LEASE PREPAYMENTS 18. BAHEER
Group Company
mm YNE|
2007 2006 2007 2006
“R9tFE ZTEAX —BBtE —ETAEF
RMB’000 RMB'000 RMB'000 RMB'000
ARMFRE ARBTRT AR%TR ARETR
Cost B
At 1 January —R—B#& 1,247,104 1,134,644 616,553 582,621
Additions through £ KA E N

business acquisitions - 75,302 - -
Other additions H ith 38 h0 - 37,158 - 33,932
Disposals to a jointly mMAREHEBLE

controlled entity (i 22)

(Note 22) (70,149) - (70,149) -
Other disposals Efhitl & (1.851) - - -
At 31 December +-ZR=+—8&#% 1,175,104 1,247,104 546,404 616,553
Accumulated amortisation RN
At 1 January —A—H#E# 192,742 161,873 118,885 101,021
Charge for the year FEEHE 24,847 30,869 11,502 17,864
Disposals to a jointly RMERZEHBERLE

controlled entity (Ef22)

(Note 22) (9,119) - (9,119) -
Other disposals Hit & (863) - - -
At 31 December TZA=+—HB&& 207,607 192,742 121,268 118,885
Net book amount R FE
At 31 December TZA=+—Hfi&&R 967,497 1,054,362 425,136 497,668

TR EES D EREHEOARN b6
FEHESA -

Lease prepayments represent unamortised prepayments for land
use rights.

AN E R B+ b A A A
- MABMD L E R el E R
AEEBORATTE - R-B2
F+"A=+-1  KEHA L
ARG EEFHEA=TALER T
AE(ZEEXRE MO+ERE+H
F) o

The Group’s land use rights are located in the PRC and the
majority of these land use rights have terms of 50 years from
the date of grant. As at 31 December 2007, the majority of
these land use rights had remaining terms ranging from 39 to
54 years (2006: from 40 to 55 years).
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(Prepared in accordance with International Financial Reporting Standards) (BRI B R & A 2)

For the year ended 31 December 2007 BE-—FF+F+ A=+ HUFF

19. ADVANCED PAYMENTS ON ACQUISITION OF

10 MBS

AIRCRAFT
Group Company
£m NG
2007 2006 2007 2006
ZREELF ZTERFE RV tLE —_BEAF
RMB’000 RMB'000 RMB'000 RMB'000
AR®TR AR+ AR%TR AR®TR®
At 1 January —HA—EB## 7,668,708 9,072,673 7,006,853 8,157,515
Additions 1 A 3,737,079 4,560,694 3,604,445 4,059,327
Interest capitalised (Note 11) B AR{LF 2 (FE11) 399,499 424,316 376,901 378,101
Transfers to property, plant EZE¥%¥ - #R{ K
and equipment {Note 17) R GER=R) (5,109,713) (6,388,975) (4,292,626) (5,588,090)
At 31 December +ZA=+-RA&EH 6,695,573 7,668,708 6,695,573 7,006,853

Included in the Group’s and the Company's balance sheet as
at 31 December 2007 is accumulated interest capitalised of
RMB553 million (2006: RMB516 million and RMB492 million
respectively), at an average interest rate of 5.90% (2006:
5.72%).

20. INVESTMENTS IN SUBSIDIARIES

Ro_BERtEFE+_A=+—H 8§
BMEALTESPNIBEENMEFIE
BB ARESSIFEIT(ZBE X
F:SABAERSI6BET - AR
Wi9288) FHEFRLELFES
5.90% (ZETNE 1 5.72%) °

20. RERKM AT

Company
VNN

2007 2006
ZRBLE ZRERE
RMB'000 RMB’'000
AR%T R ANEBTIT
Unlisted shares, at cost FELHIRE K ARE 2,473,716 2,831,235
Amounts due from subsidiaries FEWH B A TIRIB 1,311,841 1,051,435
3,785,557 3,882,670

Amounts due from subsidiaries are unsecured, non-interest
bearing and are not repayable before 1 January 2009.
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(Prepared in accordance with International Financial Reporting Standards) (12 BRI FE R & R AR B
For the year ended 31 December 2007 B E_FFLF+ A=+ —BiFF
20. INVESTMENTS IN SUBSIDIARIES (Cont’d) 20. RERKE 27 ()
Particulars of the principal subsidiaries, all of which are limited FEBNETEMNB LR AEPESE
liability companies established and operating in the PRC or FERUREBNERATAR B
Hong Kong, are as follows: AEREReT
Place and date of Attributable
Company establishment Paid-up capital equity interest Principal activities
nEER RuaiRAM REEX 3993 §: TEEH
2007 2006 2007 2006
Z8REF ZTERF -R%tE BTN
RMB'000 RM8'000
ARMTRL ARTE
China Eastern Airlines PRC 880,000 880,000 63% 63%  Provision of airtine
Jangsu {o., Lid. 3 May 1993 services
PRETRZEIE Gl REH TR
AEL A ~hh=#
EAZH
China Eastern Airlines Wuhan PRC 600,000 600,000 96% 96%  Provision of airline
{o., Ltd. {"CEA Wuhan" 16 August 2002 services
HERAMERE PE RERTERS
ARETLE 3 Sk
UERRE]) AATAH
China Cargo Airlines Co., Ltd. PRC 950,000 950,000 10% 70%  Provision of cargo
HEEERTER AR 22 July 1998 carriage services
HE RUENEGRH
—“hAAE
+HAZ+ZH
Shanghai Eastern Flight PRC 473,000 473,000 95% 95%  Provision of flight
Training Co., Ltd. 18 December 1995 training sesvices
EBFRRTEN HE RURITIRER
ARAT ~hhEF
TZR+AH
Shanghai Eastern Airlines PRC - 412,500 - 99%  Investment hotding
Investment Co., Ltd. (Note) 8 May 2002
LERRBRAERAE(FE A REZK
Z3FCf
TRANE
Shanghai Eastesn Airtines FRC 200,000 200,000 0% 0%  Provision of targo

Logistics Co., Ltd.

23 August 2004

logistics services

FERFRRYR T E REEENRERE
AR2A —EEME
NA-+=A

FENAHERGERLE — S LEFE




(Prepored in accordance with Interngtional Financial Reporting Standards) (12 EJER R FE SR & 22 RIiG &)
for the year ended 31 December 2007 BE ST ELFF A=+~ HUFKE

20. INVESTMENTS IN SUBSIDIARIES (Cont'd) 20. RERKN R T (@)
Place and date of Attributable
Company establishment Paid-up capital equity interest Principal activities
LRER BIgSERN Ry #x BiERARN TEER
2007 2006 2007 2006
Z88+E ZBRRE -ZQRLE —“ZTTRE
RMB'000 RMB'G00
ARBTR ARMTR
Eastern Airlines Hotel Co., Ltd. PRC 70,000 70,600 36% 86%  Provision of hotel
REABEARRT 18 March 1998 services primarily
q: to crew members
—“RANE FERRARAAR
=ZA+AB REBERE
Shanghai Eastern Maintenance PRC 25,658 25,658 60% 60%  Provision of ajrcraft
{o., Ltd. 27 November 2002 repair and
EERAREBEE hE maintenance services
BRAF IRRCE REURBERIR
+-R=++A KBRS
China Eastern Airlines PRC 10,047 10,047 80% 80%  Provision of ticket sales
Development (HK) Co., Ltd. 20 May 1995 and legistics
hERANEER tE RBHERRR
(BA)BRAR —-ANEE BREGRE
RA-tE
China Eastern Airlines (Shantou)  PRC 10,000 10,000 55% 55%  Provision of airline
Economics Development Co,, Ltd. 18 March 1098 equipment sales
RARE(WE) BATR T SEWERTR®
ARRA) —hANE
ZRtAE
China Eastern Airline Gifting PRC 50,000 - 100% - Provision of marketing
Co., Ltd. 17 August 2067 services
RAfzRREAR2T il HEITER
it 3 St
NAttH
Note: R

HHBARER_ERLE+— A
£ (FE40) -

The subsidiary was disposed of in November 2007 (Note 40(c)).
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21.

(Prepared in accordance with International Financial Reporting Standards) (2 55 B 8% 5 48 & & filiG &4)
For the year ended 31 December 2007 BE—FET+EF+ A=+ BUFEF

INVESTMENTS IN ASSOCIATES

21. RERBE LT

Group Company
41 al
2007 2006 2007 2006
ZRetEE ZETREF ZBREFE _EBBARF
RMB'000 RMB'000 RMB’000 RMB'000
AR®TR AR®BTIE AR®TR AR TR
Unlisted investments, FELITIREANRAE
at cost 425,817 544,266 377,872 377,872
Share of post acquisition — BEEUREBTE £45,(#H
results/reserves 175,302 79,124 - -
601,119 623,390 377,872 377,872
The movement on investments in associates is as follows: FERBEQTINEBEHWT -
Group Company
-4 NE
2007 2006 2007 2006
ZRetF —FERF Z9R%tFE TERE
RMB’000 RMB'000 RMB’'000 RMB'000
ARTR AR% TR ARMTR ARETR
At 1 January —RA—HEH 623,390 629,746 377.872 620,659
Reduction as a result of AR S D E
the acquisition of a I i 25 P SI A
controlling interest in 1R L (B 40(d))
an associate (note 40 (d)) - {109,922) - (242,787)
Disposal of an indirectly HEFEFZHHN
held associate (note 40(c)) B2 AR (i1B40(c)  (102,750) - - -
Share of results BiE¥M 58,312 103,566 - -
Share of revaluation surplus BEBMEQFFAREN
for available for sale AHHEREN
investments held by MG E
associates 22,167 - - -
At 31 December +Z Rzt —8E&#H 601,119 623,390 377,872 377,872

PRNGTHTRGABLE —SFLFEH
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(Prepared in accordance with International Financial Reporting Standards) (I EBR R AR & £ A B)
for the year ended 31 December 2007 @ E-FFLF A=+ —HIFH

21.

INVESTMENTS IN ASSOCIATES (Cont'd)

Particulars of the principal associates, all of which are limited

21. RERBE 27 ()
AEENEBHER A RFEMRT

liability companies established and operating in the PRC, are REENGRETAR - HAWBES
as follows: mr
Place and date of Attributable
Company establishment Paid-up capital equity interest Principal activities
DAEH RUMEEAE REgx L33 § TEER
2007 2006 2007 2006
“RRLtE CDTAEF CRRrE —BREAF
RMB'000 RMB'000
ARBTR ARETR
Eastern Air Group Finance PRC 400,000 400,000 25% 25%  Provision of financial
Co., Ltd. (“EAGF") 6 December 1995 services to group
RNEMMBERERAR T E companies of
(THREBI) —-hARE CEA Holding
TZAAA ATEEHEEET
R e 4 15 AR
China Eastern Air Catering PRC 350,000 350,000 45% 45%  Provision of air
Investment Co., Ltd. 17 November 2003 catering services
BAHERRRBEARAF R REMZTRARES
ZET=F
+-A+tA
Jiangsu Huayu General PRC 110,000 110,000 27% 21%  Provision of aviation
Aviation Co., Ltd. 1 December 2004 suppart services
AHETEREMERE DA hE RERTIERE
ZEEME
+-A-H
Eastern Aviation Import & Export  PRC 80,000 80,000 45% 45%  Provision of aviation
Co., Ltd {"EAIECT) 9 June 1993 equipment, spare parts
BRAMTEHNERRT HE and tools trading
([Emgmo)) -hhZ# fEERE  ANTR
NANE EROTRETHES
{ollins Aviation Maintenance PRC 57,980 57,980 35% 35%  Provision of airline
Service Shanghai Ltd. 27 September 2002 electronic product
LERREREEE HE maintenance services
mEaRLE b3 g 12 REMERTER
MNEZ++E BERB
Shanghai Dongmei Aviation PRC 31,000 31,000 27% 27%  Provision of traveling
Travel Co., Ltd. (*SDATC") 17 October 2004 and accommodation
HERERTHREER A TE agency services
(8% 47) b 3 U3 RS RAREGE
TAtt8 REERH
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21.

{Prepared in accordance with International financial Reporting Standards) (& B E B FE SR & S G )
For the year ended 31 December 2007 HE - FF L+ FF A=+ —HUHFF

INVESTMENTS IN ASSOCIATES (Cont’d)

21 RERHE Q7 (&)

Place and date of Attributable
Company establishment Paid-up capital equity interest Principal activities
RRER RUBMEAR RyEx BERAHG TEXR

2007 200§ 2007 2006
Z82+F —TTRE Z9%tEF —TERF
RMB'000 RMB'000
AR®FR AE®TR

Shanghai Hongpu Civil Airport PRC 25,000 25,000 30% 30%  Provision of cable and
Cammunication Co., Ltd. 18 October 2002 wireless communication
THRIBERBERE b E services
AR AFE g & g 3 RUERE

+A+AB EG BN RE
Eastern Aviation Advertising PRC 16,320 10,320 45% 45%  Provision of aviation
Service {o., Ltd. 4 March 1986 advertising
FEFAREEERERAT mE agency services

—WARE HEREER

ZAmA BEERK
Qlingdao Liuting International PRC - 450,000 - 25%  Provision of airport
Airport Co., Ltd. (Note) 1 December 2000 operation services
EERFERRS T H REBSSERG
FRAMTARAGHE) ZTRTF

TZF—-E
Notes: g

The associate was disposed in November 2007 (note 40(c)).

ZHERTCHR_BTLF+—ALE

(FEi240(c))

FEXTRERGABRLE —FSLF5H
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(Prepared in accordance with International Financial Reporting Standords) (X EIRR BT B IR S EAIE )
For the year ended 31 December 2007 B E - FFLF+ A=+ —8BUFF

21.

22,

158

INVESTMENTS IN ASSOCIATES (Cont'd)
Note:

The Group's aggregated share of the revenues, results, assets and
Liabilities of its associates are as follows:

21. RERBE A5 (#)
I

FEGEEREDTHEA  BE &
ERREFERTR:

Assets Liabilities . Revenues Profit/(loss)
aeE =K | BA R (ER)
RMB'00C RMB'000 RMB 000 RMB'000
ARETIT AR®TRT AR%®Tnm AR¥Ta
2007 89 tE 2,194,818 1,593,699 919,495 58,312
2006 —EERE 1,728,739 1,105,449 1,221,191 103,566
INVESTMENTS IN JOINTLY CONTROLLED ENTITIES 22 REREREHER
Group Company
p: |
2007 2006 2007 2006
—EgLE —ETETA —EELE —_EERF
RMB'000 RMB'000 RMB'000 RMB000
ABR%®FR AREETT AR®BTR ARETE
Unlisted investments, at cost  3F b 138 & 0% A (& 268,892 59,552 301,802 59,552
Share of post-acquisition BioWwBEEEE B
results/reserves 68,074 55,988 - -
336,966 115,540 301,802 59,552
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(Prepared in accordance with International Financigl Reporting Standards) (JE SRR RSB & R HIiG &)
For the year ended 31 December 2007 BE_FF+F+ A=+ —HA4¥F

22. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES 22. BB R H =GRS ()

(Cont’d)
The movement on investments in jointly controlled entities is RERARZEHEBNEHNT
as follows:
Group Company
| N
2007 2006 2007 2006
—BotF —TEAX —88tE ZEBRREFE
RMB’'000 RMB’000 RMB’'000 RMB’000
AR®TR AREBTIT ARWTR AR%TR
At 1 January —H-B&& 115,540 100,520 59,552 59,552
Cost of additional BNEEHKE
investment {Note) (&%) 209,340 - 242,250 -
Dividend received FEYH SRR
during the year (18,000) {14,575) - -
Share of results BHER 30,086 29,595 - -
At 31 December TZR=+T—H#% 336,966 115,540 301,802 59,552
Note: i
In 2007, the Company contributed additional capital of RMB242 million “ERLE  FRARIHERE - &
which was comprised of land use rights, fixed assets at valuation of TEEGHBEHEAAREIS0AETL &
RMB150 million and cash of RMB92 million to a jointly controlled REeranRERENCE, LS
entity, Shanghai Technologies Aerospace Co., Ltd.. The carrying FRBRAE - FEHFAREN 24288
amount of land use rights and fixed assets were RMB61 million and 7T ° T FAERE E B ERIRE R E
RMB24 millicn respectively upon contribution. The gain on SRIBAR¥BETR2408T - B
contribution after eliminating the unrecogrised portion attributable FHEMERRITHDEARTRNZEE
to the Group’s interests in the jointly controlled entity was RMB32 % BRI ARE G
million and was recognised in the income statement. In the meantime, EREFRPHR - RERF - 5—H#
the another joint venture partner of the jointly controlled entity FIZMERIRARTIRAHEEENER
contributed the capital proportionally and the Company's interest in Him - Bl AREBARQ £ ERHE S
the joint venture remained unchanged after the contribution. ERNBREDRETE -
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(Prepared in accordance with International Financial Reporting Standards) (1 EIBE ST B ¥R &£ 2RI &)
For the year ended 31 December 2007 BE —FF+-F+ A=+ —Bit£HF

22. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES 22. BERHAREHER (5

(Cont’d)
Particulars of the principal jointly controlled entities, all of FEMNHTEAEEHERSAPEH
which are limited liability companies established and operating KU RBEMNERETAR  HAR
in the PRC are as follows: BRI -
Place and date of Attributable
Company establishment Paid-up capital equity interest Principal activities
AEER RIBERAK REEX BERARG TERR
2007 2006 2007 2006
ZRRLE —SFAF —9BtE ZFERF
RMB'000 RMB'000
ARETR AERBTR
Shanghai Technologies PRC 576,795 113,843 51% 51%  Provision of repair and
fergspace Co., Ltd. 28 September 2004 maintenance services
(“STA") (Note (a}} Gt RERBERE
TERRFRER AT ZZTME BERK
(xRl (8 @) ANAZTNE
Shanghai Eastern Union PRC ‘ 17,484 17,484 40% 40%  Provision of spare parts
Aviation Wheels & Brakes 28 December 1995 \ 1epair and maintenance
maintenance services 3 services
Qverhau! Engineering Co., td  —AARF RESHEBRES
(“Wheels & Brakes”) t=BzthE |
LERRATRRHE
ASTIERARRA
((BRAE]) i
Eastern China Kaiya PRC 10,000 . 10,000 §1% 41%  Provision of computer
System Integration Co., Ltd. 21 May 1999 systems development
LAERERES PE REBMESR
REERAERLE —AANE BREH

AA=-+-A
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22.

23.

(Prepared in accordance with International Fingncial Repasting Standards) ( 55 5185 51 5 #§ & “E R 3Y)
for the year ended 31 December 2007 EE—FFLF+-_A=+—81FF

INVESTMENTS IN JOINTLY CONTROLLED ENTITIES 22 RERH GRS KE (8

(Cont'd)
Notes: HE:
(a)  Under the Joint Venture Agreement dated 10 March 2003, the {a) EREFLTEBEEFERS-&H#R

Company and the joint venture partner of STA have agreed to
jointly control over the'economic activities of STA, any
strategic financial and operating decisions relating to the
activities of STA require the unanimous consent of the

Company and the other joint venture partner.

EAR_BRF¥=F=-ATHEEN
BeiRinH  sasREES-
BFRESARZEERBFMEHE
AR o R REETAE
BRHOMERBERRBERAN
LARMEFRA A FERATR
B—BHEE -

{b)  The Group's aggregated share of the revenues, results, assets (b) AMENELHEHERIRAEA - %

and liabilities of its jointly controlled entities is as follows:

HoBAERAFESRTR:
Assets Liabilities Revenues  Profit/(loss)
WE =R | WA R (R
RMB'000 RMB’000 RMB'000 RMB'000

ARETE ARBTE AR®TIL AR%®TE

2007 —getsE 382,501 45,535 205,188 30,086
2006 —BRERE 241,019 125,479 171,471 29,595
OTHER LONG-TERM ASSETS 23. HitREE
Group Company
1] NG|
2007 2006 2007 2006
Z8RtE —ZBEREF ZRStE TEREF
RMB'000 RMB'000 RMB'000 RMB'G00
ARMTFRT AR®TRT ARMFR AR¥TR
Deposits relating to aircraft HERBLEMHAE
under operating HENTERERE@)
leases (Note (2)) 508,903 532,878 361,453 449,055
Deposits relating to aircraft RMEEBRBER -
under finance leases-long RHH G GEE D)
term portion (Note (b)) - 389,871 - 389,871
Prepaid staff benefits RNBIRER
(Note (c)) (R () 40,567 54,898 32,398 44,524
Rental and renovation deposits B RBHITS 33,032 31,338 33,032 31,338
Other long-term receivables  Hft & HifE 7R 1B 78,249 90,280 71,966 79,941
660,751 1,099,265 498,849 994,729

FRESHERBEMLT —SFLFFR
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(Prepared in accordance with International Financial Reporting Standards) (35 BIRR B M6 #F & M AIAG 22)
For the year ended 31 December 2007 B E_—_FF¥LtE+_A=+—BuU*E

23.

Notes:

(a)

(b)

(@

162

OTHER LONG-TERM ASSETS (Cont'd)

The fair value of deposits relating to aircraft under operating
leases of both the Group and the Company are RMB441 million
and RMB318 million (2006: RMB480 million and RMB414
million), which are determined using the expected future
payments discounted at market interest rates prevailing at
the year end of 2.4%-3.06% (2006: 2.5%-4.0%). The deposits
are caused at amortised cost.

The deposits are pledged as collateral under certain finance
lease arrangements (Note 29}. The fair value of deposits
relating to aircraft under finance leases of both the Group
and the Company are RMB420 million (2006: RMB1,249 millicn
and RMB1,245 million respectively), which are determined
using the expected future payments discounted at market
interest rates prevailing at the year end of 2.4% (2006: 2.6%).
The deposits are caused at amortised cost.

23 Hft RMBEE (80
EZEE

(a)

(b)

FEMEALTRRBEEERS
HBRNERZ A BESAAR
B BB REARENSEER (=
BENE  ARMBEERTEAR
B4 4BED)  MECABERZE
BHEBINRERFREEDEN
H2.4%-3.06%THH (ZFFTEF :
2.5%-4.0%) ° RIFIIRR B A5
E ¢

MEAERBERAETRELNE
W TeiERE (AR) - £E
ErRAATMEEERBITRZA
AESAES20BEL(ZEER
£ AR¥1,2495BTEARY
1,45 HET) - BEARERIRER
HMEHRZBELEERTENENE
24%FTHN(ZFENE © 2.6%) ¢
HERIRB AR AR -

Group Company
2w 2T
2007 2006 2007 2006
—RRLFE ZBESRE ZBRtF ZEBFESF
RMB'000 RMB'000 RMB‘000 RMB'000
ARB®TR ARBTT AR®MTR ABR%ETR
Deposits relating to aircraft R EHERBTER
under finance teases 419,604 1,199,250 419,604 1,195,650
Less: Deposits relating to W RATHARS
aircraft under e il ]
finance leases- B {5 (Bx & 2s)
current portion
(Note 25) (419,604) (800,379)  (419,604) (805,779)
Deposits relating to aircraft EEARERBEN -
under finance FHBH
leases - Long term portion - 389,871 - 389,871
Prepaid staff benefits represent subsidies to certain employees (¢ MNEIRMARBETIHRERE

as an encouragement to purchase motor vehicles. The
employees are required to serve the Group for six years from
the date of receipt of the subsidies. If the employee leaves
before the end of the six-year period, a refund by the employee
is required calculated on a pro-rata basis. These subsidies are
amortised over six years on a straight-line basis.
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{Prepared in accordance with International Finoncial Reporting Standards) ({5 EREF Bt 55 ¥0 & 2 ViR B1)
For the year ended 31 December 2007 HE - FEtF 1+ A=+ —RUFK

24. TRADE RECEIVABLES AND NOTES RECEIVABLE 24, BUWERR R B R B
The credit terms given to trade customers are determined on i TEENER RS R IRARS
an individual basis, with the credit perieds generally ranging REE BFAFEAERBEAS
from half a month to two months. Fo
The aging analysis of trade receivables is as follows: FENEBRFRNEE R DA T -
Group Company
= PN
2007 2006 2007 2006
—88%tE _—ZEESRFE Z8CtE —TERE
RMB'000 RMB'000 RMB'000 RMB'000
ARBTRE AR%MTR ARMTR ARETRT
Within 90 days At+ERA 1,761,799 1,506,219 1,098,281 948,541
91 to 180 days A+—RE—AATA 104,991 118,323 97,212 80,747
181 to 365 days —BA+—BE
ZaXxtaHA 187,355 88,342 150,506 77,729
Over 365 days BEA-H,+AB 101,769 97,303 84,914 96,644
2,155,914 1,810,187 1,430,913 1,203,661
Less: provision for o FEWERFE RS
impairment of
receivables (59,907) {90,405) {55,757) (87,195)
Trade receivables BREAREREREE 2,096,007 1,719,782 1,375,156 1,116,466
The carrying amounts of the trade receivables approximate ERERMEREBERIEAAE
their fair value. He
Trade receivables that were neither past due nor impaired S HE SRR E M R MOR B Z B
relate to a large number of independent sales agents for HEmREHNSREFEH -

whom there is no recent history of default.
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(Prepared in accordance with International Financial Reporting Standards) (1 B BT 81 S5 3R & S RYdR #)
For the year ended 31 December 2007 BE —FF+F+ A=+ —BUHFE

24. TRADE RECEIVABLES AND NOTES RECEIVABLE 24 BWIRRREWRE (8

(Cont’d) '
As at 31 December 2007, trade receivables of RMB360 million RoEZrE4+-A=+—H Bl
(2006: RMB343 million) were past due but not impaired. These IRIRARIEI0E B (CFTRF -
relate to a number of independent sales agents for whom ARM34EE T B4 EE W R
there is good track record with the Group. The Group holds 8- $FFEFREETCLERR
cash deposit of RMB202 million (2006: RMB267 million) as BRRSMNEYER - HZHREYR
collateral against these trade receivables. The ageing analysis IR AEHISEHERSESHAAR
of these trade receivables is as follows: ' M202HBRL (ZEERE AR
267E &) © WEH B RBUGRNERE
SFHET :
Group Company
= |
2007 2006 2007 2006
Z8%tE ZTETSAE ZBELE —TEARE
RMB'000 RMB'000 RMB'000 RMB'000
ARBTFR AR®BTn AR%BTR AREBTRE
Up to 6 months overdue BEAEAA . 202,238 269,727 156,897 195,436
6 to 12 months overdue Eiex 1218 A 157,850 73,979 126,517 66,978
360,088 343,706 283,414 262,414
As at 31 December 2007, trade receivables of RMB44 million R-BELF+-H=+—8 " B
(2006: RMB72 million} were impaired and futly provided for. ERAREUBET(ZTTRF
The remaining impaired trade receivables relate to customers ARBTEET)ERRE " Y25
that were in financial difficulties and only a portion of the REFEREER - BT HRERBER
receivables is expected to be recovered. The factors considered RERRZEEMBRRMNERS - A
by management in determining the impairment are described R AR LR AT RN - B IR
in Note 2(r). EREREEFERNZEBERZRITE
: 2(NEat -
The ageing of impaired receivables is as follows: BT RRE N B BRES AN T ¢
Group Company
=M NG
2007 2006 2007 2006
—2RtE —EBEAF ZBBtE —TTRE
RMB'000 RMB'000 RMB'000 RMB'000
ARMTRE AR¥TI ARMTR AE®T=
12 to 24 months overdue BH12ZE 2416 A 26,734 25,560 18,527 21,086
Qver 24 months overdue EEH24EA U L 75,035 71,743 66,387 75,558

101,769 97,303 84,914 96,644
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(Prepared in accordance with International Financial Reparting Stondards) (1 B8R 1 55 88 & & RIR 3
For the year ended 31 December 2007 B E - S FELFF_-_A=1+—HUEFE

24. TRADE RECEIVABLES AND NOTES RECEIVABLE

(Cont'd)

Movements on the group provision for impairment of trade

receivables are as follows:

24, BRI IR AR (D)

YRR REBENEBHOT

Group Company
sm 27
2007 2006 2007 2006
—BRtF ZETRTF —RBtLFE ZFFRF
RMB000 RMB'000 RMB'000 RMB'OOO_
ARSTRE AR#®TR ARMTR ARETR
At 1 January —A-8 90,405 93,010 87,195 81,707
Receivables written off during F AT AFREKE
the year as uncallectible ) P U X 8L (4.009) - (4,009) -
Unused amounts reversed AAEREME (26,489) (2,605) (27,429) 5,488
At 31 December +ZR=+—8 59,907 90,405 55,757 87,195
The carrying amounts of the Group's trade receivables are A ME R AREEEEEENTR
denominated in the following currencies: el
Group Company
2y . AF
2007 2006 2007 2006
—8%tHFE ZFER —82tE ZBERF
RMB’000 RMB'000 RMB'000 RMB'000
ARMTR ARBTRE ARMTR ARBTR
Currency g .
Renminbi AR¥ 1,800,355 1,480,012 1,159,012 952,230
US Dollar ET 89,944 85,129 15,255 11,821
HK Dollar et 80,246 67,803 80,094 67,626
Euro BT 54,185 38,698 49,517 36,639.
Korea Won B 41,538 21,217 - 41,538 21,217
Japanese Yen Bt 1,323 4,270 1,323 4,270
Other currencies Hih®¥% 28,416 22,653 28,417 22,663
2,096,007 1,719,782 1,375,156 1,116,466

The net impact of creation and release of provisions for
impaired receivables have been included in “Provision for
impairment of trade and other receivables’ in the income
statement {Note 9). Amounts charged to the provision account
are generally written off when there is no expectation of
recovering additional cash.

The maximum exposure to credit risk at the reporting date is
the carrying amount of receivables shown above.

e R ERUGEROETIRNREN
RREC edERERP (BB
RHEthEREUREER] N GEE9) -
FEERFPHBROBR-REER
HA IR [0 SR OMNE & B L

EREAH  FRERNREEBRE
ER LSRRG OREH -

TRESRRRAFELE —FRLEFER




(Prepared in accordance, with Internationel Finoncial Reporting Standards) (IR EIBR B S5 80 & S RIIR 80)

d

For the year ended 31 December 2007 BE-RFLFE+ A=+ —HALFFE

25. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES 25 FEfIH - ERREHMERR
Group Company
=m |
2007 2006 2007 2006
—B8BtE —BTAF Z28tLE —_FERF
RMB'000 RMB 000 RMB’000 RMB'000
ARBTR ARBTH ARBTR AESTR
Rebates receivable on ARE R W R
aircraft acquisitions 929,652 627,640 875,786 593,202
Deposits relating to aircraft ARG R
under finance leases- ER-RegHEHm
current portion (Note 23(b)) (GERE23(b)) 419,604 809,379 419,604 805,779
Ground service fee MRS B’ 337,166 286,442 215,296 146,463
Prepaid aircraft operating SRR BT Tk
tease rentals HEHS 256,069 275,073 233,808 238,575
Rental deposits BET2 130,348 119,376 79,393 71,159
Custom duties and value Y EH R
added tax recoverable EERRER 88,747 126,587 25,612 63,452
Prepayment for acquisition BERTEEHRE
of flight equipment Hfh & EHRAR
and other assets 60,325 127,446 36,340 115,704
Deposits with banks and a HEB=-@®ABLR
financial institution with —FHNEEER
original maturity over three (i #a)
months but less than a
year {Note (a)) 52,843 38,343 52,843 20,143
Others Hit 280,895 348,779 211,927 263,533
2,555,649 2,759,065 2,150,609 2,318,010
Notes: i

(a) RZFFEF+ZA=Z+—RB R
MHEHB=MAABTHRA—FE
TERNBRRRB0.7%{(ZFEN
F0.7%) °

(a) As at 31 December 2007, the effective interest rate on deposits
with banks with original maturity over three months but less
than a year was 0.7% (2006: 0.7%).
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(Prepared in accordance with International Financial Reporting Standards) (FrEE B BT B SR S RIE &)
For the year ended 31 December 2007 BE_FF+F+_A=Z+—H4H¥F

26, CASH AND CASH EQUIVALENTS 26. BeRESEEY
The carrying amounts of the Group's and Company's cash and FERRFIATRE LREEEYH
cash equivalents are denominated in the following currencies: BREEEYTET
Group Company
£N YN
2007 2006 2007 2006
Z2RtE —REAF ZR%LE —BEBARF
RMB'000 RMB'000 RMB’000 RMB'000
ARBTR AR¥BTT AR%MTR AR¥ETx
US Dollars ETT 736,951 435,944 460,383 412,160
Renminbi MBI 585,797 1,251,901 322,447 426,705
Euro BT 92,205 66,454 60,122 61,029
Japanese Yen H 70,996 68,950 57,480 54,871
Canadian Dollars ik 25,332 14,525 25,332 14,525
Pounds Sterling R 16,141 17,416 16,141 17,416
Australian Dollars BT 14,991 7.563 14,991 7,563
Singapore Dollars HinE T 1,116 13,032 1,116 13,032
Others Hib 111,715 111,701 82,885 102,533

1,655,244 1,987,486 1,040,897 1,109,834

27. TRADE PAYABLES AND NOTES PAYABLE 27. BRI R B RE
The aging analysis of trade payables and notes payable is as AR REMZENER ST
follows: T
Group Company
=m NG
2007 2006 2007 2006
—28%t+H —BETRE ZBRLE ZEERARE
RMB'000 RMB’000 RMB'000 RMB'000
ARMFR ARETT AR%®FR ARETR
Within 90 days ATHHA 1,465,079 2,707,476 1,228,690 2,359,363
91 to 180 days A+—-BHE-BNA+HE 1,126,001 2,030,629 1,125,495 1,980,677
181 to 365 days —BNt+—BE
ZBATEHA 449,391 243,296 221,750 226,510
Over 365 days BB=EA+EB 97,319 45,365 86,781 44,305

3,137,880 5,026,764 2,662,716 4,610,855

As at 31 December 2007, all notes payable totaling RMB1,616 R_Z2FRLF+R=+—8 " A

million (2006: RMB3,471 miltion) were unsecured, beared ENREST AR L1688 (=

discount rates ranged from 3.5% to 5.5% (2006: 2.4% to TERE: ARBLMMBEDHE

3.3%) and all notes are repayable within six months. BER - FRRAISYESS% (CFE
NEF 24%E3.3%)  FTAEENER
R A R -
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28. OTHER PAYABLES AND ACCRUED EXPENSES 28 Hit B RBEERA
Group Company
£m N
2007 2006 2007 2006
Z2%tF CZEBEAF Z99tE EBETSF
RMB'000 RMB’000 RMB’000 RMB'000
ARBTR ARMTIT AR®TFR ARBTR
Accrued fuel cost HRREBRERA 2,348,932 1,824,714 2,180,773 1,636,726
Accrued aircraft HRERBAEEREA
overhaul expenses 1,184,529 834,075 978,089 697,149
Accrued salaries, HIRIE HER
wages and benefits = 1,067,245 580,643 861,035 430,772
Accrued take-off and HRABERRR
landing charges 1,036,423 1,022,127 838,218 755,936
Other accrued operating EABEERERRE
expenses 928,267 899,200 841,311 774,549
Duties and levies payable BREAGEERA 858,966 1,037,429 646,588 831,816
Staff housing allowance BT B8
(Note 35(b)) (5 1835(b)) 363,110 - 332,156 -
Deposits received from REBHENKE
ticketing agents o H 339,064 448,176 268,064 318,568
Current portion of other HitRHREN
long-term liabilities i ENER R (R 1E32)
(Note 32) 135,859 104,241 135,859 104,241
Staff housing fund payable EREIEREES
{Note 35(a)) (s ¥ 35(a)) 135,212 123,277 135,212 123,277
Current portion of BRREBRNERD
post-retirement benefit TENER 19
obligations (Note 34(b)) (#E%34(b)) 34,425 30,724 31,707 28,727
Other payables E P 3R 1,192,459 968,997 1,088,928 868,530
9,624,491 7,873,603 8,337,940 6,570,291
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29. OBLIGATIONS UNDER FINANCE LEASES 20 MEEEAMH
At 31 December 2007, the Group and the Company had 55 and REBTCFFZA=1T—0 " &%
48 aircraft (2006: 46 and 40 aircraft) respectively under finance EEALFMUBERESN S RHEA
leases. Under the terms of the leases, the Group/the Company FHREMO+NARRE(CETAS
has the option to purchase, at or near the end of the lease £ W ARENMETR) - BERE
terms, certain aircraft at fair market value and others at G - REBRARRNTEEREEN
either fair market value or a percentage of the respective MBI E R - AR TENTIZEER
lessors’ defined cost of the aircraft. The obligations under BHERLHEABTENRARERHE
finance leases are principally denominated in US Dollars. R - EHEEABEFENETR
BAEHE -

The future minimum lease payments (including interest), and SEHES (BEFL) REEESHR
the present value of the minimum lease payments under finance ESFWT :

leases are as follows:

Group
4.
2007 2006
-BRLE 22
Present Present
value of value of
minimum minimum
Minimum lease Minimum lease
lease payments lease " payments

payments  Interest REEE  payments  Interest HEHE
RERS HE ZBE BEH: HE LB
RMB'000 RMB'000 RMB'000 RMB'000 RMB'G00 RMB'000
ARBTR AR®TR ARMTR ARMTR ARMTR ARMTR

Within one year -4/ 3,356,665 811,442 2,545,223 3447738 546,904 2,900,834
In the second year F-F 2,206,135 638,882 1,567,253 23711076 430,130 1,940,937
in the third to fifth year inclusive ~ F=FZERE (REEERSF) 5,714,466 1,509,114 4,205,352 3,514,758 912,607 2,602,151
After the fifth year RENE 9,331,048 1,106,666 8,134,382 5,173,152 667,558 4,505,554
Total 28 20,608,314 4,156,104 16,452,210 14,506,726 2,557,248 11,949,476
Less: amount repayable within & - —FRERBH

one year {3,356,665)  (811,442) (2,545,223} (3,348,020)  (544,064) (2,803,956)

amount reclassified to AERHErRRBEE

nar-current liabilities B

held for sale - - - (09,718) {2,840 (36,878)
Long-term portion -3 Fih) 17,251,649 3,344,662 13,906,987 11,098,086 2,010,340 0,048,542
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29. OBLIGATIONS UNDER FINANCE LEASES (Cont'd) 20 MEHESM®E @0
{ompany
NG
2007 2006
bt 3 23 ZBERE
Present Present
value of value of
minimum minimym
Minimum lease Minimem lease
lease payments iease payments
payments  Interest BEBE  payments Interest RS
BEHS HE <BE REHE ME ZRE
RMB'O00  RMB'000  RMB'OOG  RMB'00  AMB000  RMB000
ARSTE AER®TR ARNTR AE¥TR AERMTR AR%Tx
Within one year -FR 2,993,378 676597 2316781 3,195,142 450,367 2,735,775
In the second year g-F 1,866,827 524,660 1,342,167 2,146,228 391,12 1,794,916
In the thizd to fifth year inclusive ~ EZFZERE(BREERME) 4,725,108 1,230,149 3,494,959 2,903,681 722,981 2,180,700
After the fifth year BENE 7,574,768 956,172 6,618,596 4,033,038 497,281 3,535,757
Total bkl 17,160,081 3,387,578 13,772,503 12,278,089 2,030,841 10,247,148
Less: amount repayable within B : ~FARAHH
one year (2993,378)  (676,597) (2,316,781) (3,000,584)  (456,527) (2.,636,057)
amoust reclassified ta THBHERRDAR
fiabilities directly ERERMAR
associated with
non-current assets
held far sale - - - (102,558) (2,840)  {99.718)
tang-term portion RHHG 14,166,703 2,710,981 11,855,722 0,082,847 1571574 7,511,313

The fair values of obligations under finance leases of the
Group and the Company are RMB16,577 million and RMB13,863
miltion (2006: RMB11,550 million and RMBS,833 million), which
are determined using the expected future payments discounted
at market interest rates prevailing at the year end of 4.77%
to 7.34% (2006: 2.5% to 7.0%).

FEBEAABREHERELILR
HARIAARKRMBI6,57T7TEBTLE
ARMRMB13,863EE T(ZFEN
F: AE¥11,5508 8T RARK
9,833BHL)  MELAEREER
YT HEERERTETHZHR
4.71%ZET346% T HN(ZFETRF
2.5%%7.0%) o

At 31 December 2007, the Group and the Company had bank
deposits totating RMB420 million (2006: RMB1,249 million
and RMB1,245 million respectively) pledged as collateral under
certain finance lease arrangements (Note 23(b)).

R-IBRH+-A=+—F X8
RARRBITERG ARE4208
BLT(ZREXE  95AARY
1L,249A B RARY 2455 ET)1E
ARETHEBENERR (8B
23(b)) °
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30. BORROWINGS 30. B
Group Company
£ NG
2007 2006 2007 2006
Z88tLF —BEAF ZBRLE ZBEAF
RMB’000 RMB'000 RMB‘000 RMB'000
ARMTRE ARBTI ARMTR ARMTR
Long-term bank borrowings RBRITER
- secured -HER 4,767,233 6,655,850 3,992,473 5,187,330
- unsecured — 9,907,593 8,276,257 8,562,676 7,904,819
14,674,826 14,932,107 12,555,149 13,092,149
Less: current portion B R 3,305,519 2,840,694 2,904,566 2,250,234
Non-current portion REI & {3 11,369,307 12,091,413 9,650,583 10,841,915
Short-term bank borrowings EHERITER 15,189,002 13,175,633 13,039,208 10,754,644
The borrowings are repayable  $R7T{ERER T3
as follows: Hf REE
Within one year —ER 18,494,521 16,016,327 15,943,774 13,004,878
In the second year E_F 5,927,098 3,053,316 5,515,186 2,953,315
In the third to fifth F=EFZERE
year inclusive (REERME) 4,216,517 7,560,389 3,266,554 7,020,891
After the fifth year AELAE 1,225,692 1,477,709 868,843 867,709
Total borrowings EeR:] 29,863,828 28,107,740 25,594,357 23,846,793
Notes: i

As at 31 December 2007, the secured bank borrowings of the Group
and the Company were secured by certain aircraft and buildings with
an aggregate net book amount of RMB%,923 million and RMB9,017
million respectively (2006: RMB9,110 million and RMB8,310 million)
(Note 17).

Certain unsecured bank borrowings of the Group totaling of RMB1,008
million {(2006: RMB695 million} were guaranteed by CEA Holding
(Note 42(c)). No bank borrowings of the Company was guaranteed by
CEA Holding as at 31 December 2007 (2006: RMB100 million)

Short-term borrowings of the Group and the Company are repayable
within one year with interest charged at the prevailing market rates
based on the rates quoted by the People’s Bank of China. As at 31
December 2007, the interest rates relating to such borrowings ranged
from 4.38% to 6.72% per annum (2006: 4.39% to 6.12% per annum).
During the year ended 31 December 2007, the weighted average
interest rate on short-term bank loans was 5.75 % per annum (2006:
5.60% per annum}.

RoBR+FE+-A=+—H £&H
BALTNEMRERAS TRIBRET
{EIEf5S  HEEEEEAARRK 02238
BTRAEY017BEL(ZBTE:
AR 1108 B TR ARYS 310688 7T)
(&= -

AEBERGERETPEITERHARE
1,008 BT (ZB8NE : AE¥e95E
&7T) P B EM S EERE R -
RoRR+E+L-A=+—H - 27
TEEePEEREMGERMARITER
(20065 : ARM100EETT) »

KEBARALTIHERRITHZRISER—
FRME - FAPBARRITOMAHIS
FlRAEEAETS - RZEFTLF+-
A=+—H  hEHZXOHFBNTTER
4.38%Z26.72%(ZBERE T TFER
4.39%%6.12%) - HEFN _ER+F1+=
BA=+—-BULHFENNGFEYFEEER
5.75%(—FENE  F£R5.60%) °

TENSFREZRAARLE —SVLFEH
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(Prepared in accordance with International Financial Reporting Standards) (3 @1 B2 57 FF 38 & SE Qi &)
For the year ended 31 December 2007 B E —_FF L F+ A=+ —BitFIF

BORROWINGS (Cont'd)

The terms of the long-term bank borrowings are summarised

as follows:

Currency

wE

Interest rate and
final maturities

fEMAEREYE

30. B ()

FHIRITE S ERBENAT -

Group
-3,

2007
“RELF

RMB'000
AR® TR

2006
ZEEARE
RMB'000
ARETT

Company
YN
2007 2006
—B%tE ZEERX
RMB'000 RMB°000
AR¥TRL AR¥®TTRT

RMB denominated
ARBEE

U.S. doltar denominated

XTLaT B

EUROD. denominated
BLLEE

Interest rates ranging
from 4.52% to 7.64%
per annum with final
maturities through
to 2017.

&N F4.5227.64
BTE  HHEE
2017 F R I& B A

Interest rates ranging
from 5.55% to 6.15%
per annum with finat
maturities through
to 2019

Fi| 4T F5.55%6.15
BTE - HEZ
2019 R R 2

Interest rate is 6
months LIBOR +0.6%
with final maturity
through 2010.

FEHEARMEAN
LIBOR+0.6F T & -
ERE20105

6,132,551

8,418,967

123,308

5,707,500

9,124,607

100,000

4,270,211 4,477,500

8,514,649

8,161,630

123,308 100,000

Total long-term
bank borrowings
REERER

ik T E

14,674,826

14,932,107

12,555,149 13,092,149
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30. B (%)
AEARLTNESERZ AAEE
SRAAREU4INBEETRARE
12,124 A B 7T (2006%F : AR¥15,397
HELBEARKL13,546BEIT) o M
HAAhBREREEHIAFRERE
REBEHRFRTEMHIR
7.71%RETE ) (20065 : 4.5%) ©

30. BORROWINGS (Cont'd)

The fair value of long-term borrowings of the Group and the
Company are RMB14,111 million and RMB12,124 million (2006:
RMB15,397 million and RMB13,546 million), which are
determined using the expected future payments discounted at
market interest rates prevailing at the year end of 7.71%
(2006: 4.5%).

BERORESTEUA TSI ES A5 -

The carrying amounts of the borrowings are denominated in
the following currencies:

Group Company
gL ] 248

2007 2006 2007 2006
—8R+E —BERE ZQQLtE —BERE
RMB'000 RMB 000 RMB'O00 = RMB'000
AR®TAR AERETT AR%®TR ARETR
Renminbi AR% 12,528,550 11,309,419 8,590,026 7,736,006
Us Dollars E 117,196,836 16,698,321 16,874,186 16,010,787
Euro BT 130,145 100,000 130,145 100,000
HK Dollar e 8,297 - - -
29,863,828 28,107,740 25,594,357 23,846,793

31. PROVISION FOR AIRCRAFT OVERHAUL EXPENSES N REKEBAES

Group Company
£m NG
2007 2006 2007 - 2006
ZR%LE —RBTAF ZRRtFE ZTTARF
RMB'000 RMB000 RMB'000 ~  RMB'000
ARMTR ARBTn ARWTR AR%TR
At 1 January —F—H&E& 510,621 403,999 429,590 348,835
Additions through the E B i B B 2 ]
acquisition of a controlling fEZEFR S| A1 0
interest in an associate - 23,994 - -
Additionat provisions FEERE 446,289 150,390 307,781 134,697
Utilisation EFEAEH - (67.762) - (53,942)
At 31 December +ZAZ+—B#4% 956,910 510,621 737,371 429,590
Less: current portion OB EG - (20,900) - {20,900)
Long-term portion EIHAER (0 956,910 489,721 737,371 408,690

RERBAZERREEHHERR
MRt AEERMRE  HRULEER
HBAREARTRRERAREREN
BB

Provision of aircraft overhaul expenses represents the present
value of estimated costs of return condition checks for aircraft
under operating teases as the Group has the responsibility to
fulfill certain return conditions under relevant leases.
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(Prepared in accordance with International Financiol Reporting Standards) (F EIRE M B & I AYE )

32.

For the yeor ended 31 December 2007 #Z —FRLF+-_A=+—8B1tF&

OTHER LONG-TERM LIABILITIES 2. RtRHMAR
Group Company
am 28
2007 2006 2007 2006
—BLE —ETRFE ZBRLE —ZFERF
RMB'000 RMB'000 RMB’000 RMB'000
ARMTR ARBT AR®TR AR%®Tn
Long-term duties REME R
and levies payable H fth FE 4 AR IE 584,791 218,435 501,867 218,435
Long-term payable to —E2-EFLotEE
the Bureau of 2010 Expo REIEMR
Shanghai (Note 16(b)) (FFE16(b)) 232,811 278,680 232,811 278,680
Long-term payable to Aviation FEIERMERTER
China Civil Flight Institute RHEMNR 60,000 90,000 60,000 90,000
Deferred gains on sale and R EHARBIEL Y2t
leaseback transactions
of aircraft 21,011 33,605 21,011 33,605
Other long-term payable Hub REEEMR 101,582 98,176 101,582 98,176
1,000,195 718,896 917,271 718,896
Less: Current portion o B ERA
(Note 28) (T 5 28) (135,859)  (104,241)  (135,859)  (104,241)
Long-term portion R H &7 864,336 614,655 781,412 614,655
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DEFERRED TAXATION

(Prepared in accordance with International Financial Reporting Standards) (I BRI R M 5 ERIB H)
For the year ended 31 December 2007 B E RO +tFF_-_A=+—HItEE

33. BB

Deferred income tax assets and liabilities are offset when
there is a legally enforceable right of offset and when the
deferred income taxes relate to the same authority. The
following amounts, determined after appropriate offsetting,
are shown in the balance sheets:

ERZETENTHEHEEERREHR
BREHRE - MEEMEHH RE—
TERE - AT RLLAEHEER
BRI AREREE - £IFEE
HifE  THeHEEAERBRAT
T

Group Company
£m YN
2007 2006 2007 2006
—29+FE —BEAE Z8%tE —ZEXR
RMB'000 RMB'000 RMB'000 RMB000
AR TR AR®TT AR®MTR AR®TR
Deferred tax assets BREHEREE
- Deferred tax asset — 128 RA LRI EH
to be utilised after FRIERIAEE
12 months 111,874 81,010 - -
- Deferred tax asset —1REAKATER
to be utilised within MBEHBREE
12 months 1,337 1,136 - -
113,211 82,146 - -
Deferred tax liabilities EERARME
- Deferred tax liability - 1R2BAKLETER
to be realised after MIELHER @
12 months (50,369) (68,459} - -
- Deferred tax lability - 1RBANAIERR
to be realised within MEEHEHEAM
12 months - - - -
(50,369) (68,459 - -
Deferred tax assets/ EEMBEE,/
{liabilities), net (Afd) 3% 62,842 13,687 - -

TENFRZROBELE —RRLF5H
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for the year ended 31 December 2007 i E_FFLEF+ A=+ HILEE

33. DEFERRED TAXATION (Cont'd)

Movements in the net deferred taxation asset/(liability) are

33 EIEBIR ()

BERBFEE (AR WEDN

as follows: R
Group Company
W NG|
2007 2006 2007 2006
—RRtE —_TEE Z8QtE —E2ERE
RMB'000 RMB000 RMB'0CO RMB'000
AR TR AREBTIT AR®MTRE ARWTRE
At 1 January —A—B&& 13,687 .  (166,501) - (160,067)
Additions through business 5 % W R 48 10
acquisitions - (29,326) - (29,326)
Credited to income BEREEEEL) :
statement (Note 12) 49,155 . 211,004 - 190,883
Charged/(credited) to equity HE{EIR, (B IE)
-~ gain/(losses) on cash —REBRMRERE
flow hedges (Note 38) EMERNBER)
(FF E3s) - (1,490) - (1,490)
At 31 December +TZA=t+—B&&% 62,842 13,687 - -
The deferred tax assets and liabilities (prior to the offsetting R-BEt+F+=-A=+—0  EiL
of balances within the same tax jurisdiction) were made up of HEEERBEER —FEBETIE
the taxation effects of the following: SHATRVE AR A T OB SR B
Group Company
3L YA
2007 2006 2007 2006
—g2tE BT Z9%tE —TERF
RMB'000 RMB'000 RMB'C00 RMB'000
ARBTRE ARMTRE AR#®TR AR®TR
Deferred tax assets: BHLBEEE :
Tax losses carried forward s HE R 317,392 ° 90,335 313,755 73,322
Provision for obsolete REBRETHD ;
flight equipment BREER
spare parts 138,783 68,574 136,614 66,008
Provision for receivables FE W R R 1 79,195 57,467 44,348 28,092
Provision for post-retirement iR {K 1% 38 T &% 5
benefits 351,283 216,570 306,694 176,007
Other accrued expenses Hp@iRsd
and provisions RAEMH 107,283 97,823 67,434 67,191
993,936 530,769 868,845 410,620
Deferred tax liabitities: REHRAMR
Depreciation and e REH
amortisation (931,094)  (517,082) (868,845)  (410,620)
(931,094)  (517,082) (868,845)  (410,620)
Net deferred tax assets EREHEEESTE 62,842 13,687 - -
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34.

{Prepared in accordance with International Financial Reporting Standards) (£ B IR Bt 5 8 & S UGG 8¢ )
For the year ended 31 December 2007 EE - FF+F+-_A=Z+—8B1tFF

DEFERRED TAXATION (Cont'd)

In accordance with the PRC tax law, tax losses can be carried
forward to offset against future taxable income for a period
of five years. As at 31 December 2007, the Group and the
Company had tax losses carried forward of approximately
RMB5,380 million and RMB4,119 million respectively (2006:
RMB5,849 million and RMB4,846 million respectively) which
will expire between 2008 and 2012, and which are available
to set off against the Group and the Company's future taxable
income. As at 31 December 2007, the Group and the Company
did not recognise RMB1,028 million and RMB716 million
respectively (2006: RMB882 million and RMB594 million
respectively) of deferred tax assets arising from tax losses
available as management did not consider it probable that
such tax losses would be realised before they expire.

RETIREMENT BENEFIT PLANS AND POST-RETIREMENT
BENEFITS

{a) Defined contribution retirement schemes
(i)  Pension

The Group companies participate in defined
contribution retirement schemes organised by
municipal governments of the various provinces
in which the Group companies operate, and
substantially all of the Group’s PRC employees
are eligible to participate in the Group companies’
retirement schemes. The Group companies are
required to make annual contributions to the
schemes at rates ranging from 20% to 22% on
the employees’ prior year salary and allowances.
Employees are required to contribute to the
schemes at rates 8% of their basic salaries. The
Group has no other materiat obligation for the
payment of retirement benefits beyond the annual
contributions under these schemes. For the year
ended 31 December 2007, the Group’s pension
cost charged to the consolidated income
statement amounted to RMB296 million (2006:
RMB238 million).

{ii) Medical insurance

The majority of the Group’s PRC employees
participate in the medical insurance schemes
organised by the municipal governments, under
which the Group and its employees are required to
contribute to the scheme approximately 12% and
2%, respectively, of the employee’s basic salaries,
For those employees who participate in these
schemes, the Group has no other obligation for
the payment of medical expense beyond the annual
contributions. For the year ended 31 December
2007, the Group’s medical insurance contributions
charged to the income statement amounted to
RMB77 million (2006: RMB60 million}.

33, IEIEHH (50

34.

BERERZE  RBBETREFR
ERRRERGBA «c RZBTHF
+-A=Z+—8B - ZEMREELFS
RAEEBERDRINARYS,3808
BLTEARELIEBT(CEEN
F£: AR¥S 849FBTRARY
4,846B 8L - TRZFENEEC
T FHHATNEAERRARA ]
BIRRERHBA - BE_TE+F
+-—B=1t—H1t  AREAEEE
JBE B B BETE B EARTA] 18
FIRA TSR D » REARTLF]
MAERNEEREEESRIAAR
¥1,028EET R ARET168ET
(ZZERF AREs2BETLEA
E¥sgsPET) ©

BRARTHRESRAZN
&H

(a) ERAREBARETE
(i) Bz
AEMS T LETHITE
B EBURAREKER
& - REEASZYHEER
e uREMaRAE
Bl 2B - REMTIRAT—

FRHEREUER20%.

E22%MHEE - EBA
EHEARE S 8%
oo B ey E BTG -
AEMERMEXTTRE
BHAEE - BE TS+
F+—R=+—RILFE -
REMEZTHTEF AL
SEMRRIMVRAREHIER
AARE2EE T (2T
FRE - AR¥2IBEETT) °

(i) MEER
AEEAIHPEESSM
TEEMOTHRATHENE
BRREE - AEERES
B RIRERFEH12%E
2% M ST BN « BRI IR
Hh - AREEH ST EIEE
BV EHMBERAEMT -
HE-BRBLF+-A=T
—HUFE  mEEBGFAR
BIEBER(ZEERE:
ARB60BET) BERR
HARNARRPTIE -

FENAHERBARLE BB LFEH
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‘ 34. RETIREMENT BENEFIT PLANS AND POST-RETIREMENT 4. RS BIRESRAENSE

BENEFITS (Cont'd) F (80
| (b) Post-retirement benefits (b) BERBKENERN
‘ In addition to the above retirement schemes, the Group B Lk iRAEETEISN - AEE
provides retirees with other post-retirement benefits RERKESERVEERAER
! including transportation subsidies, social function Bf - L RZEBREU AR AR
| activities subsidies and others. The expected cost of F) - EBRIKEBFIFMEENE
| providing these post-retirement benefits is actuarially AT BAEREEHE S
determined and recognised by using the projected unit EIRERESE - WIABIER
credit method, which involves a number of assumptions REESHEEE - ERaiBER
and estimates, including inflation rate, discount rate R OFEBREBREARE -

and employees’ turnover ratio,

The post-retirement benefit obligations recognised in EEERBKRPARZNESER
the balance sheets are as follows: RigBFBEREBOT ¢
Group Company
= N
2007 2006 2007 2006
—BBtE —TEAX —ge8tFE BTN
RMB'000 RMB'000 RMB'000 RMB'000

AR¥TA ARBTR ARMTR ARETR

Present value of unfunded T HREEMIES
post-retirement benefit RARERNER

gbligations ERNRE 2,155,393 1,892,926 1,861,036 1,650,889
Unrecognised ARRNBEEAX

actuarial losses (750,266) (569,242) (634,259) (477,509)
Post-retirement & 8RR T

benefit obligations BHEH 1,405,127 1,323,684 1,226,777 1,173,380
Less: current portion p= A8 JE= )

(Note 28) (iF5E28) (34,425) {30,724) (31,707) (28,727)
Long-term portion R 1,370,702 1,292,960 1,195,070 1,144,653
Changes in post-retirement benefit obligations are as BEERKEENEBEMRLFEDN
follows: SEINT

Group Company
£m 2 H)
2007 2006 2007 2006

“¥RLE —TTRE ZRVLE —FEARF
RMB’000 RMB'000  RMB’000 RMB'000
ARMTRA ARBTR ARMTR ARWMTR

At 1 January —B—B&#% 1,323,684 1,238,702 1,173,380 1,120,165
Charged to income AFABRERERM

statement (Note 8) EHEE (XEs) 170,670 146,968 128,057 114,422
Payments EEEXINE (89,227) (61,986) (74,660) (61,207)
At 31 December +-A=+—B&& 1,405,127 1,323,684 1,226,777 1,173,380
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{Prepared in accordance with International Financial Reporting Standards) (¥ ERBR A1 35 8 & A AN 21)
For the year ended 31 December 2007 M E —FF+EF A=+ —HUFE

RETIREMENT BENEFIT PLANS AND POST-RETIREMENT M EREHERESERAREN

BENEFITS (Cont'd) &8 F ()
(b) Post-retirement benefits (Cont'd) (b) EERKENEFR @
The costs of post-retirement benefits are recognised AEEHRAEEMNERES

under wages, salaries and benefits in the income

statement as follows:

ATE - HEREMNERT I
ERAFEREHESRERTNE

Group Company
1 PN
2007 2006 2007 2006
Z8RtE —_ERAEFE Z29tE —_BEAE
RMB'000 RMB'Q00 RMB'000 RMB'000
ARBTR ARETT ARMTR ARMTR
Current service cost  EHERKER 73,416 63,957 55,624 51,964
Interest cost BEMFEER 83,858 72,435 63,678 54,175
Actuarial losses HRNBERX
recognised 13,396 10,576 8,755 8,283
Total {Note 8) R (T 1) 170,670 146,968 128,057 114,422
The principal actuarial assumptions at the balance sheet REEARKRATIEREMGLER
date are as follows: ’ =T

Group and Company

EMEQE
2007 2006
—R%tLHF ZBERF
Discount rate HRE 4.75% 3.75%
Annual rate of increase XMEERMNSFRER
of per capita
benefit payment 2.5% 1.5%
Employee turnover rate EBRE®R 3.0% 3.0%
Mortality rate A 8.43% 8.84%

PRENGFERERGHBLE —S@LEER
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(Prepared in accerdance with International Finangial Reporting Standards) (JE MBS f R & FERIG R
For the yeor ended 31 December 2007 HE —FFLFF A=+ -HLFERE

35.

STAFF HOUSING BENEFITS

(a)

(b)

Staff housing fund

In accordance with the PRC housing reform regulations,
the Group is required to contribute to the State-
sponsored housing fund at rates ranging from 7% to
15% (2006: 7% to 15%) of the specified salary amount
of its PRC employees. At the same time, the employees
are required to contribute an amount egual to the
Group’s contribution. The employees are entitled to claim
the entire sum of the fund contributed under certain
specified withdrawal circumstances. For the year ended
31 December 2007, the Group's contributions to the
housing funds amounted to RMB285 million {2006:
RMB228 million) which has been charged to the income
statement. The staff housing fund payable as at 31
December 2007 amounted to RMB135 million (2006:
RM8123 million) (Note 28). The Group has no legal or
constructive obligations to pay further contributions if
the fund does not hold sufficient assets to pay all
employees the benefits relating to employee service in
the current and prior periods.

Staff housing allowances

In addition to the above staff housing fund contributed
to the state sponsored housing fund, the Group also
provides staff housing allowances to eligible employees
who have not been allocated with any housing quarters
or who have not been allocated with a quarter above
the minimum as set out in the Group's staff housing
allowance policy introduced in October 2003 (the
“Policy”} based on the area of quarter to which they
are entitled and the unit price as set out in the Policy.

The total entitlement is principally vested over a period
of 20 years. Upon an employee’s resignation, his or her
entitlement will cease and any unpaid entitlement
related to past service up to the date of resignation
will be paid. As at 31 December 2007, the present
obligation of the provision for employee’s staff housing
entitliement is RMB363 million (2006: RMB439 million).

For the year ended 31 December 2007, the staff housing
benefits provided under the Policy amounted to RMB53
million (2006: RMB31 million) which has been charged
to the income statement (Note 8).
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(Prepared in accordance with International Financial Reporting Stondards} (1% B3 8% Bf 55 78 & 2 Aif g ¢ )
For the year ended 31 December 2007 BE —_F T+ F+=-A=1T—PBuFF

DERIVATIVE FINANCIAL INSTRUMENTS

36. EMITETAR

Group and Company

SWE AT
Assets Liabilities
RE =R |
2007 2006 2007 2006
—8%tE ZFEATF Z¥QtF ZFFNF
RMB'000 RMB'000 RMB'000 RMB'000
ARSTR ARSTR ARBTRE AR®TR
At 31 December +-—RA=+—E -
Interest rate swaps (Note (a)) KSR R EIMA (EE () 33,232 118,689 39,542 36,392
Forward foreign exchange SEEBSH
contracts {Note (b)) (FE(b) 2,847 8,290 1,719 4,962
Fuel option contracts (Note (c)) FAih ERHE & #) (GEIB(0)) 59,468 59,822 535 97,464
Total &t 95,547 186,801 41,796 138,818
Less: current portion B REE R
- Interest rate swaps -MEF® (27,155) {45,420) (17,984) (22,296)
- Forward foreign -NEEHEH
exchange contracts (2.847) (8,290) {1,719) {4,962)
- fuel option contracts -HRAHESH (59,468) (59,822) (535) (97,464)
(89,470) (113,532) (20,238) (124,722}
Non-current portion kR BH 6,077 73,269 21,558 14,096

The maximum exposure to credit risk at the reporting date is
the fair value of the derivative assets in the balance sheet.

ERERH ERERNEREBRH
BREERBRATTEEENDT
g o

FHESHERBARCE —STLEFH
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{Prepared in accordance with International Financial Reporting Standards) ({ZEIBR BT I iR £ S BNIR H)
For the year ended 31 December 2007 B E —FFELFF+-A=Z+—B1LEFE

36.

DERIVATIVE FINANCIAL INSTRUMENTS (Cont’'d)

Notes:

(a)

(b)

(<)

Interest rate swaps

The Group uses interest rate swaps to reduce the risk of
changes in market interest rates (Note 3(a}{ii)}. The interest
rate swaps entered into by the Group are generally for
swapping variable rates, usually referenced to LIBOR, into
fixed rates. The Group's interest rate swaps qualify for hedge
accounting and are accounted for as cashflow hedges. As at
31 December 2007, the notional amount of the outstanding
interest rate swap agreements was approximately US$624
million (2006: U53631 million}. These agreements will expire
between 2008 and 2016. For the year ended 31 December
2007, a net loss of RMB80 million (2006: a net gain of RMB4
million) arising from changes in the fair value of the interest
rate swaps subsequent to initial recognition has been
recognised directty in the hedging reserve (Note 38).

Forward foreign exchange contracts

The Group uses currency forward contracts to reduce risk of
changes in currency exchange rates in respect of ticket sales
and expenses denominated in foreign currencies (Note 3(a}(i)).
These contracts are generally for selling Japanese Yen and
purchasing U.S. dollars at fixed exchange rates. As at 31
December 2007, the notional amount of the outstanding
currency forward contracts was approximatety US$33 million
(2006: US$33 million), which will expire between 2008 and
2010. For the year ended 31 December 2007, a net gain of
RMB2 million {2006: a net gain of RMB6 million) arising from
changes in the fair value of these foreign currency forwards
has been recognised directly in the hedging reserve (Note
38).

Fuel option contracts

The Group uses fuel option contracts to reduce the risk of
changes in market oil/petroleum prices in connection with
aircraft fuel costs. As at 31 December 2007, the Group had
outstanding fuel option contracts to buy approximately
7,980,000 barrels of crude oil at prices which ranged from
US$50 to US$95 per barrel and to sell approximately 2,300,000
barrels of crude oil at prices which ranged from US543 to
US$115 per barrel, all of which will expire between 2008 and
2009. Management did not designate these fuel option
contracts for hedge accounting and changes in fair values
have been recognised directly in the income statement.
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37.

{Prepared in accordance with International Financial Reporting Standards) (15 B EX Bt FF R &5 BRI R 1)
for the year ended 31 December 2007 BE - F R LF+ A=+ FUFE

SHARE CAPITAL 37. ]A&
2007 2006
—g88tHF —EER
RMB'000 RMB’000
AR TR AR® T
Registered, issued and af - 2EB|ITREEEHN
fully paid of RMB1.00 each BRAREM1.00T
Unlisted shares held TEHEMREREET
by CEA Holding HEMERBR
and employees - 3,000,000
Circulating shares with FEEMEERE
restricted transfer held BTHANRE
by CEA Holding WERTAR
and employees 2,904,000 -
A shares listed on ELBEHFZ SR
The Shanghai L e AR
Stock Exchange 396,000 300,000
H shares listed on CEEEHRSM
The Stock Exchange ETTHHAR
of Hong Kong Limited 1,566,950 1,566,950
4,866,950 4,866,950

Pursuant to articles 49 and 50 of the Company’s Articles of
Association, each of the unlisted shares, the listed A shares
and the listed H shares are all registered ordinary shares and

carry equal rights.

On 4 January 2007, the Company's share reform plan was
approved by the Ministry of Commerce and implemented on 9
January 2007. In this connection, CEA Holding granted 96
million shares in total to the holders of the circulating shares
and the original non-circulating shares held by CEA Holding
were granted the status of listing subject to certain circulating

conditions.

REFLFNAFERELTARA
T SRIERBA - ARIARHRE
At EBERY ZHRIFEN -

—TT+F—-AWA - pEARAN
HEEHER T PEREFREMGD
EROFRESBENEN BRI
=] YR -_BEL+E-ANEBE
i BAEMURNAR - EEEE
ATiX H196,000,000A% A% {4 7 i AR AR
R o REREFENAARIERER
HHERTETREHFRENLETIRE
*gn
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(Prepared in accordance with International Financial Reporting Standards) (16 BRI iR & E R H =)
For the year ended 31 December 2007 B E "B F+ ¥+ A=+ —AIFE

38. RESERVES 38. R
Group
RE
Statutory and
discretionary Capital Hedging
Share reserve  Revaluation reserve reserve  Accumulated
premium  {Note (a}) reserve  (Note (b)) (Mote 36) losses Total
EER _
Bx GELRE Bxfits ERNHG
BE (BB EHEE @R (#86  ZHER &if
RMB'000 RMB'000 RMB'D0C RMB'000 RMB'000 RMB'D00 RME'000
ARBTL ARRTT ARRTn ARX¥Tn ARETR ARETn AR%TR
At 1 January 2006 “EEAF-H-HER 1,006,455 £07,842 490,688 {720,057) 44,726 (539) 1,229,115
Unrealised gains on ALENMATRES
cashflow hedges (itH36)
{Note 36}
- gross -7 - - - - 12,774 - 12,774
- tax -HE - - - - (1,916) - (1,915)
Realised gains on ReEHNE BBk
cashflow hedges (E#3)
{Note 36)
- gross -28 - - - - (2,843) - (2,843)
- tax -HE - - - - 4% - 426
Revaluation reserve, ARKWBREDT
net of tax, FEERHaIEn
arising from EffHH NEHR
acquisition of a
controlling interest
in an associate - - 23,816 - - - 23,816
Loss attributable ERABEREEA
to equity holders EHEER
of the Company _ - - - - - (3313425 (3,313,425)
Transfer from ftREENBETHE
retainad profits HEQE)
to reserves
(Note (2)) - 20,966 - - - (20,966) -
At 31 December 2006  —FERET=A
t-d&k 1,006,455 428,808 514,506 (720,057) 53,167 (3,334,930) (2,052,053
At 1 January 2007 “89tE-A-BEH 1,006,455 428,808 514,504 (720,057} 53,167 (3,334,930) (2,052,053)
Unrealised loss REBRN
on cashflow hedges ~ AXEER
{Note 36) (R0
- gross -85 - - - - {19,783) - {19,783)
- tax -®E - - - - - - -
Realised gains on BEENN
cashflow hedges o) 518
{Note 36) (8 36)
- gross -85 - - - - 1,586 - 1,586
- tax -H4 - - - - - - -
Revaluation of BEAGHTLLE
available for sale REHFEEE
investments in
associates 22,167 - - - - - 22,167
Profit attributable FATHBREEA
to equity holders B{EHF
of the Company - - - - - 268,896 268,846
Adjustments to BREIRERAEOMS
statutory and
discretionary - {428,808) - - - 428,808 -
At 31 December 2007 B2+ E+-h=<4-8
13 1,028,622 - 514,506  (720,057)  (25,030) (2,637,226) (1,839,187}
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(Prepored in aecordance with Interngtional Financial Reporting Standards) (15 BRR I B S & E R B)
For the year ended 31 December 2007 B Z —_FFLF+ A=+ —HAUEFEE

38. RESERVES (Cont'd) 38. @R (8
Company
L
Statutory and
discretionary Capital Hedging
Share reserves  Revatuation reserve reserve  Accumulated
premium  (Note (2)) reserve  (Note (b))  (Mote 36} losses Total
EER
ERANE #EGE ENRAR
BxE®  (EB() EREE  (EBY)  (HE®)  RH4ER &t
RMB'000 RMB'000 RMB'000 RMB'000 RMBCO0 RMB'000 RMB'0G0
ARMTIE AR¥Tn AERSTR ARMTRL ARMTR ARRTR AR%TR
At 1 January 2006 ZEERF-A-HER 1,006,455 182,335 435,017 (720,057) 44,706 (270,784) 677,753
Unrealised gains on RS EHNATRKES
cashflow hedges (% w)
(Note 36}
- gross -ga - - - - 12,774 - 12,7%
- tax -RE - - - - {1,916) - (1,916)
Realised gains on REEHnCERKSR
cashflow hedges (HE10)
(Note 36)
- 41055 -BH - - - - (2,843) - (2,843)
- ta -#E - . - - 426 - 426
Loss for the year EENER - - - - - {2.663,713) (2,663,713)
At 31 December 2008 " REAFTIREST-BEH 1006455 18,336 435017 (720057)  SLI67  (2,934,497) (1,977,519)
At 1 January 2007 “22tE-F-BER 1,006,455 182,336 435,077 (720,067) 53,167 (2,934,497) (1,977,519)
Unrealised loss REENY
on cashflow hedges ~ ARBEHA
(Mote 36) (283%)
- gross -8§ - - - - {79,783) - (79,783)
- tax -HR - - - - - - -
Realised gains on HeEEH
cashlow hedges =3 §:1¢:
(Hote 36) (R3]
- gross -88 - - - - 1,586 - 1,586
- tax -RE - - - - - - -
Profit for the year ~ FEARE - - - - - A0193 420,193
Adjustments to ARERERARLARE
statutory and
discretionary - (182,336) - - - 182336 420193
At 3t December 2007 —RRtF+ZF=+-R
g4 1,006,455 - 435077 (720087)  (25,030) (2,331,968) (1,635523)

TRESEERGABLE —FTLFEFR
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(Prepared in accordance with International Financial Reporting Standards) (IR I BH & ERIE )
For the year ended 31 December 2007 B E_—_FFLFT A=+ HUHFEF

38. RESERVES (Cont'd) 38. ke ()
Notes: g
(a) Statutory and Discretionary Reserves (a) ETREELES
Group Company
E=m aF
2007 2006 2007 2006
—82+g —ZETXF ZBBLE —TESRT
RMB'QQG RMB'0C0 RMB'Q00 RMB'000
ARBTRE AR¥ETRE AR%FR AR%¥TR
Statutory commaon EELES
reserve fund - 400,819 - 154,428
Discretionary common TELES
reserve fund - 27,989 - 27,908

- 428,808 - 182,336

Pursuant to the PRC regulations and the Group companies’
Articles of Association, each of the Group companies is
required to transfer 10% of its profit for the year, as
determined under the PRC Accounting Regulations, to a
statutory common reserve fund until the fund balance exceeds
50% of the Group company’s registered capital. The statutory
common reserve fund can be used to make good previous
years' losses, if any, and to issue new shares to shareholders
in proportion to their existing shareholdings or to increase
the par value of the shares currently held by them, provided
that the balance after such issue is not less than 25% of the
registered capital.

Each of the Group companies is permitted to transfer 5% of
its profit for the year as determined under the PRC Accounting
Regutations, to a discretionary common reserve fund. The
transfer to this reserve is subject to approval at shareholders’
meetings.

No profit appropriation by the Company to the discretionary
common reserve fund has been made for the year ended 31
December 2007 (2006: nil).

The Group adopted the Accounting Standards for Business
Enterprises promulgated by the Ministry of Finance of PRC on
February 15, 2006 (the “new PRC GAAP"} from 1 January,
2007. According to the relevant requirements under the new
PRC GAAP, certain adjustments were made to the retained
earnings and reserves in previous years upon first-time
adoption. In addition, the new PRC GAAP no longer permits
the Group’s share of surplus reserves of subsidiaries to be
presented on a consolidated basis, an additional adjustment
on the transfer is made in the current year.
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(Prepared in accordance with International Fingncial Reporting Standards) (15 Bl BE B BT & R AIG &)
For the year ended 31 December 2007 BE— SR+ F+-A=+—-HUH¥H

RESERVES (Cont'd)
Notes: (Cont'd)

(b) Capital reserve

Capital reserve represents the difference between the fair
value of the net assets injected and the nominat amount of
the Company’s share capital issued in respect of a group
restructuring in June 1996.

NON-CURRENT ASSETS HELD FOR SALE

In December 2006, the Board of Directors passed a resolution
to dispose of certain older aircraft and retated flight equipment
in the forthcoming 12-months. Accordingly, these aircraft
together with related flight equipment and spare parts were
classified as non-current assets held for sale as at 31 December
2006. Despite of the Company’s continuing effort to locate
and negotiate with potential buyers, no agreement to dispose
these assets has been reached. It is management’s intention
to dispose these assets in the forthcoming 12-months and
management is continuing to take active step to locate
potential buyers of these assets. They have therforee been
classified as non-current assets held for sale as of 31 December
2007, An impairment loss of RMB131 million has been
racognised in the income statement in relation to these assets.

In addition to the above non-current assets held or sale
brought forward from 2006, in August 2007, the Group entered
into a sale and leaseback transaction to dispose of certain
other older aircraft in the forthcoming 12-months and the
transaction was completed in March 2008. The related aircraft
have been classified as non-current assets held for sale as of
31 December 2007.

The aggregate carrying amount of non-current assets held for
sale as at 31 December 2007 amounted to RMB2,262 miltion.
Liabilities directly associated with these assets held for sale
amounted to RMB127 million as at 31 December 2007,
representing bank loans with interest rates ranging from 5.02%
to 5.55% and final maturities through to 2008. The bank
loans are secured by the related aircraft at a net carrying
amount of RMB296 millien.

38.

39.

i ()
5HE ()

(b) BEAGE

FEMR—ANAFRAETARN
BOTATRHELTEELLEN
ERRAL(EE -

FLHEFRBHEE

RoBRXE+-H  AATHEEE
APERKIRBAREFLBERRE
R AR R) R A 20IR5E - 15RE
HIREERERMR BT E+ =
A=+—EHEBERAGHEERDHE
E - BEXQAHEETIE LB®RA
REMBEREEBAIRAMBHEERE
R HES - ERETRHRERFK12(E
B EE BT RS Y ER
ERATAEMER o Btk - EFREE
RERVR 22+ F+-_RA=1+—
HisERBABHEEREEE - 6
BEEESHREBRXARK1318
BB EiEaRRY -

Bral LA E —FEARFAFHEHE
MEBEEN  RZERLFNR K
SHER —RERIEDGHRERK2
{E R R 8 Bt~ R R AR -
ZHHER - ETNFZARMK - 185
RN _FTLF+_A=+—HE
RFARLEHRADEE -

RIZT2LE+-_A=+—8 - F
SR EENBEDEEARARY
2,262B 8K - R_ZZF+F+=A
=+- 0 BFEHEERBEERER
HENABEAR¥ 127688 &
EEYREF(HFERs 02% =
5.55%  REFHHA-TBNE) -
I FIRITE R RAERA TR R -
MMEEHEERARK 2068 8T ©

FRNSHRERBBRLE —RLFFH

187




(Prepared in accordonce with International Financial Reporting Standards) (¥ BGBR BT M SR &5 S A4 )
For the year ended 31 December 2007 #E - FFLFF A=+ —Fi-#/%

40. SEEENHE SR
(o) BREETHEXNRATRE

40. NOTE TO CONSOLIDATED CASH FLOW STATEMENT

(a) Cash generated from operations

2007 2006
—22+F —E2EREF
RMB'000 RMB'000
ARMTR AR TR
Profit/ (loss) before income tax SFERF / (FA) 263,266 (3,615,697)
Adjustments for: BEHE :
Depreciation of property, mE - HBBER
plant and equipment BEinE 4,787,069 4,566,309
Gains on disposals of property, HitsE - Btk
plant and equipment HEMLEHRR (674) (36,207)
Share of results of associates BIOBERNGRE (58,312) (103,566)
Share of results of BAEHRENEHI TR R
jointly controlled entities {30,086) {29,595)
Amortisation of WS HEE R
lease prepayments 24,847 30,869
Net foreign exchange gains BE 524 5 (2,023,032) (888,402)
Amortisation of B8 85
deferred revenue {12,594) (13,068)
Fair value gains on MEEEN LA EKZE
financial assets at fair value
through profit or loss {96,575) {17,784)
Consumption of flight REELBEEHZHER
equipment spare parts 468,888 326,248
Allowance for obsolescence of RERBETHEE
flight equipment spare parts ERMEE 96,535 31,734
Provision for impairment of FE U BR 30 5 HAih R U R
trade and other receivables HEEE 10,481 98,156
Provision for RKEBPER
post-retirement benefits 170,670 146,968
Provision for staff housing EEEEHAER
allowance - -
Provision for aircraft REXEERER
overhaul expenses 446,289 150,390
Deficit on revaluation/ i E R K
impairment loss 130,921 1,035,343
Interest income ME kA (96,849) (120,161)
Interest expenses FRER 1,978,550 1,821,870
Gain on contribution RAEHRRFETH
to a jointly BHFMELNER
controlled entity {31,620) -
Gain on disposal of k=L og: = AN N g2
a subsidiary (54,441) -
Operating profit before BEERRDHY
working capital changes EERF 5,978,333 3,383,407
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(Prepared in cccordance with International Financial Reporting Standords) (1% BB BT B 35 87 & (L RIA )
For the year ended 31 December 2007 BE—FF+FF-A=1+—80UVFHF

40. NOTE TO CONSOLIDATED CASH FLOW STATEMENT 40, EE L NR S (@)

(Cont'd)

{a) Cash generated from operations (Cont’d)

(a) BEEDEENRLTHE (@)

2007 2006
—82tF ZTEBRXRF
RMB'C00 RMB'000
AR%B TR AR¥TT
Changes in working capital EEEE2D
Flight equipment spare parts ML EHEBNG (501,573) (583,027)
Trade receivables FE Wi B R (368,878) 14,273
Amounts due from FE MW H BRES 2 B KIB
related companies 349,897 {147,007)
Prepayments, deposits R - Rk
and other receivables H fth B8 BUR (336,890) {502,986)
Sates in advance of carriage TRE#A 319,550 68,510
Trade payables and notes payables ME{TRRFR B EE (33,684) (182,283)
Amounts due to related companies FE{TH M 2 FFE 29,571 125,327
Other payables and HitERZEBRRER
accrued expenses {194,694) 1,510,433
Other long-term liabilities HitRHAR (74,081) 23,627
Long-term portion of accrued REXIERAER
aircraft overhaul expenses — R HR K - (67,762)
Staff housing allowances BIEEHA (76,381) (35,361)
Post-retirement RIKIERT
benefit obligations (89,227) (61,986)
Operating lease deposits REMBES (3,909) (86,555)
(980,299) 75,103
Cash generated from operations BEESNES® 4,998,034 3,458,510
(b) Non-cash transactions (b) REXH
2007 2006
—eZ+HF -EBREF
RMB'000 RMB'000
AR® TR AR%TT
Investing activities RERDNFRAERH
not affecting cash:
Sale and leaseback of aircraft e (e m - 7,940,164
Financing activities RASTHHERERS :
not affecting cash:
Finance lease obligations LRmEREaM
incurred for acquisition i B M
of aircraft 8,395,965 2,350,978
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(Prepared in accordance with International Financial Reporting Standards) (12 EQBE B I 38 & i B i 1)
For the year ended 31 December 2007 B E-FF+FF A=+ —RIF/F

40. NOTE TO CONSOLIDATED CASH FLOW STATEMENT 40 @ EELNBE S (&)

(Cont’d)
(c) Disposal of a subsidiary (c) HEHRRLT
CEA Investment was a subsidiary of the Company in LFERMIBEERARIAFEE
which the Company had 98.79% equity interests. 98.79%FRELL BT A 5] o
On 16 November 2007, the Company entered into R#E2007F11 A16 9 A QB EH
agreements with CEA Holding to transfer its equity MEREFRITREE R - &
interest of 98.79% of CEA Investment for a consideration RERFAEN SR EER
of RMB462 million. Proforma financial information to NE)MN8.79% AR EF RN M E
reflect the disposal as if it had occurred on 1 January " BAREAARK462T
2007 is not presented as the impact would not have B RRILABER-_BZLE
been material to the consolidated financial statements. —RA—AERz BEEYEERL
REE - AHIREMBEREY
mEKES.
Details of net assets disposal of are as follows: EEMFEEMARERIRMN
T -
2007
—28tHE
RMB'000
AR TR
Net assets disposed of: LEMBREE -
Property, plant and equipment W BBEREE 39
Investment in an associate RERBELD 102,750
Other long term investments HitRERE 18,470
Deposits and other receivables T kE B 271,187
Cash and cash equivalents RERAREEED 20,914
Trade and other payables FE IR 55 B Lt FE 3K (1,200)
Minority interests 1 SR TR 2% {4,685)
407,475
Gain on disposal of a subsidiary HEMBOIIRERF 54,441
461,916
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(Prepared in eccordance with International Financial Reporting Standards) (BB BT A B iR & S AIIG &)
For the year ended 31 December 2007 B E T+ F A=+ —HUFE
40, NOTE TO CONSOLIDATED CASH FLOW STATEMENT 40 &EE4MNH M (&
(Cont’d)
(c) Disposal of a subsidiary (Cont’d) (c) LEMRRQT @
An analysis of the net inflow of cash and cash HEMBARMBHRSRRS
equivalents in respect of the disposal of a subsidiary is FEWFRADT
as follows:
2007
—g8LHF
RMB'000
AR T
Cash consideration R ®mH 461,916
Cash and cash equivalents HEMERERRAEEHY
disposed of (20,914)
Net inflow of cash and HEHBLFMERASR
cash equivalents in respect of REZBWERA -
the disposal of a subsidiary 441,002
(d) Acquisition of CEA Wuhan in 2006 (d) WEBRMEE
CEA Wuhan was an associate of the Company in which RMREZALTMNBEAT
the Company had a 40% eguity interest. DRI EH A% HE
On 8 December 2005, the Company entered into o s S ol S AN = B N/N
agreements with each of Wuhan Municipality State- G EEREEEETEZE
owned Assets Supervision and Administration &(REEEZ)) - MR LEH
Commission (“Wuhan SASAC”) and Shanghai Junyao BERITEREARAR (T LEH
Aviation Investment Company Limited (“Shanghai B #FERE  UHOAER278
Junyao”) to acquire (i) equity interests of 38% in CEA ERIEBERREREZRER
Wuhan from Wuhan SASAC for a consideration of RMB278 FEUE3S%ERIE - ((VARK
million, and (ii) equity interests of 18% in CEA Wuhan 1408 BLIFEE LGS EIWE
from Shanghai Junyao for a consideration of RMB140 R 18%M I - 5 AR
million, totaling RMB418 million, respectively. W48 BEL -
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For the year ended 31 December 2007 BE-F R+ F+ A= T —HUFE

40. NOTE TO CONSOLIDATED CASH FLOW STATEMENT A0 WEELA MRS (8@

(Cont'd)
(d) Acquisition of CEA Wuhan in 2006 (Cont'd) (d) WHRHARE®
Details of net assets acquired and related goodwill were W EERANIRMES
as follows: BRBIRIMT
Acquiree’s
carrying
Fair value amount
DM RE REE
RMB000 RMB'000
ARETT ARETT
Property, plant and equipment P - MEERE 677,465 588,599
Lease prepayments HHEER 75,302 75,302
Other long-term and HihREB RS EE
current assets 189,456 189,456
Trade receivables FE W BR 3K 256,808 104,808
Cash and cash equivatents HERBSEEY 19,266 19,266
Other long-term and HierMERSAaE
current liabilities (868,797) (868,797)
Provision for aircraft R RisERAER
overhaul expenses (23,994) (23,994)
Deferred tax liabilities i AR T B R (29,326) -
Minority interests in CEA B G R R ) Y
Wunan's subsidiaries LEIREERGER (10,056) (10,056)
Net assets BEFE 286,124 74,584
Share acquired W RE AR 1 56% -
Net assets acquired WHEEEEE 160,229 -
Purchase consideration U RE B 18 418,000 -
Goodwill [ERS 257,771 -
Cash outflow on business REBHEBZRASRE :
acquisition:
Purchase consideration BT EER
settled in cash 418,000 -
Less: Cash and cash equivalents BFTRBEESRER SR
acquired EREEEBEY (19,266) -
Purchase consideration paid FTEETRUEERS
in prior year (28,000) -
Cash outflow on business HUREEE 2 HER
acquisition 370,734 -
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{Prepared in accordance with International Financial Reporting Standards) (JEEIRF 8f iR & B RIG &)
For the year ended 31 December 2007 BEE — ST+ FF A=+ —HIFE

41, R
(a) B AR
AEMBADTEUTHEAL

41. COMMITMENTS

(a) Capital commitments

The Group and the Company had the following capital

commitments: e
Group Company
-4 | A H
2007 2006 2007 2006
—8%tE —ZZTTEAF ZBZLE —ZFTR
RMB'000 RMB'000 RMB'000 RMB'000
ARETR ARBTITI AR%Tn AR¥Tr
Authorised and IR E
contracted for: HESL
- Aircraft, engines and  — ¢ - BRI
flight equipment Rm{Tak# 50,852,865 61,763,771 50,852,865 60,222,477
- Other property, plant — Hfb¥#p% -
and equipment HMEREAE 353,771 567,582 289,971 561,220
51,206,636 62,331,353 51,142,836 60,783,697
Authorised but not iR
contracted for: BRFTHHR -
- Aircraft, engines and  — TR - S B
flight equipment BRITEE - 723,000 - -
- Other property, plant — Hfb#% -
and equipment MR R 11,326,338 7,772,639 10,709,963 7,268,631
11,326,338 8,495,639 10,709,963 7,268,631
62,532,974 70,826,992 61,852,799 68,052,328

FRESHEBRGERLE] —FFLFFHE 193




(Prepared in accordance with International Financial Reporting Standards) (S B BR I R R & 2 RUE &)
For the year ended 31 December 2007 HE —FE+FF+-_A=+-A4FE

41. COMMITMENTS (Cont’d) 41, #zE ()
(a) Capital commitments (Cont'd) (a) BAZHAR ()
Contracted expenditures for the above aircraft and flight CA R R R TR B e EAT
equipment, including deposits prier to delivery, subject BErEERETE - B
to future inflation increases built into the contracts REES P PrET e B AR A B
and any discounts available upon delivery of the aircraft, {HERERF TSR INMmEE -
if any, were expected to be paid as follows: ERSEIRPT -
Group Company
£ |
2007 2006 2007 2006
—BRtE —TTX —REEE —TTXRF
RMB 000 RMB’000 RME000 RMB’000
AR®TR AE®ETRE AR%®TR AREBTR
Within ene year —FR 17,127,081 14,894,068 17,127,081 13,352,744
In the second year EF 15,056,943 18,844,893 15,056,943 18,844,893
In the third year E=F 13,960,033 15,591,463 13,960,033 15,591,463
In the fourth year FMF 2,531,964 12,433,347 2,531,964 12,433,347
In the fifth year ERE 2,176,844 - 2,176,844 -
50,852,865 61,763,771 50,852,865 60,222,447
(b) Operating lease commitments (by BEREARE
The Group and the Company had commitments under EREAFHESEMEAEENT
operating leases to pay future minimum lease rentals BIEA RS
as follows:
Group Company
-4 Y
2007 2006 2007 2006
TBRLE —TTRE Z82LHF —FETR
RMB'000 RMB'Q00 RMB'000 RMB‘000
ARMTR ARBTI ARMTR AERBTE
Aircraft, engines and RH - RTHa
flight equipment ERiT®RE
Within one year = 2,527,072 2,795,027 2,235,504 2,363,903
In the second year B 2,331,741 2,673,250 2,124,109 2,361,560
In the third to F=-FEEREF
fifth year inclusive (BEEREME) 4,991,164 6,253,277 4,925,469 5,961,089
After the fifth year HF IR 5,341,362 7,021,741 5,341,361 7,021,740
15,191,339 18,743,295 14,626,443 17,708,292
Land and buildings THEREBF
Within one year —F R 87,410 153,487 84,482 133,775
In the second year FoF 50,683 42,362 49,363 40,366
In the third to F-FEFELF
fifth year inclusive (BEEREME) 40,888 71,587 40,026 69,590
After the fifth year HELE 29,846 54,535 29,846 54,535
208,827 321,971 203,717 298,266
15,400,166 19,065,266 14,830,160 18,006,558
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42.

(Prepored in accordance with International Financial Reporting Standards) ( # EQ RS B s &R & (e NG 2)
for the year ended 31 December 2007 BEE B F+F+ —_H=1+—Bi &

RELATED PARTY TRANSACTIONS

The Group is part of a larger group of companies under CEA
Hotding and has extensive transactions and relationships with
members of CEA Holding. Related parties refer to entities of
which CEA Holding is a shareholder and is able to exercise
control or joint control. The transactions were made at prices
and terms mutually agreed between the parties. The directors
of the Company are of the opinion that the transactions with
related parties (see below) during the year were conducted in
the usual course of business,

The Group is controlled by CEA Holding, which owns
approximately 61.64% of the Company’s shares as at 31
December 2007. The aviation industry in the PRC is
administrated by the CAAC. CEA Holding and the Group is
ultimately controlled by the PRC government, which also
controls a significant portion of the productive assets and
entities in the PRC (collectively referred as the “SOEs").

(a) Related party transactions

The Group sells air tickets through sales agents and is
therefore likely to have extensive transactions with other
state-controlled enterprises, and the employees and their
close family members of SOEs while such employees are
on corporate business. These transactions are carried
out on normal commercial terms that are consistently
applied to all of the Group's customers. Due to the
large volume and the pervasiveness of these
transactions, management is unable to determine the
aggregate amount of the transactions for disclosure.
Therefore, retail transactions with these related parties
are not disclosed herein. The Directors of the Company
believe that meaningful related party disclosures on
these retail transactions have been adequately made.

2. FHEALRE

FREZRMEAAT THEAVED
2  HRERMEEATREMETR
2R AFEZHNER - BRI g
RAEELRESERRE [T
AR HEEATENRE - LER
PIER HERTTHTENRFETT - KD
SEERA  FFEERHIZH(RT
X) IR B R BB PHETT o

TEBHERERTY - BE-EF
+iE+Z A=+ 1k PEESE
WA ERDT61.64%2AE - PER
AT ERRERNMTERENTIE
B - PRRMERBREEMSH S
BB - FEF - BTtz
BEHEnPECEEEAEER
¥]) o

(a) EHREALRS

AEEBAHE R ERSR -
BRItERAEEENES - BRER
AR FEMAMRESIINRENX
RERXEHAETEEATHR
FRZNZS - WRR SRR
BB RIREUETT - B IGRER
RAEPERNGRE R -2
RUERR SO EZEREEN -
EEEEARREEBE AR
MEEEH - Bl - WHRRETE
RBAGHETRE - ZEEERE
BEREXSARNAERER
CRERDEEE -

PENATRERGERLT) —FTLFEHR
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{Prepared in occordance with International Financial Reparting Standards) (1 B REBY R 8 &5 S B4 )
for the yeor ended 31 December 2007 ME_FFLEF+ _AZ+ B ¥F

42. RELATED PARTY TRANSACTIONS (Cont'd) 42 ABEALR R (H)
(a) Related party transactions (Cont'd) (a) BREALEZS (@)
The other related party transactions are: HUBMEALRS -

Income/(expense or payments)

WA/ (RARERER)
Nature of transaction Related party 2007 2006
TEMNH EREAL —2%8%tF —BERF

RM8'000 RM8'000
AR®TR AR%YTR

With CEA Holding or companies directly or
indirectly held by CEA Holding:

RERMEEHRRAEMERER
RMIEEHNAT
Interest income on deposits EAGF~* 9,717 8,036
FRMEHBA BB
Interest expense on toans EAGF* (33,590) (23,393)
HEMEXH SR
Ticket reservation service charges for Travel Sky (241,161) (209,572)
utilisation of computer reservation system Technology Limited
BRNERITZERARBER TEEMEMBEQE
Handling charges for purchase EAIEC* {34,643) (40,971)
of aircraft, flight equipment, HAMEELRD
flight equipment spare parts, HE e

other fixed assets and aircraft
repair and maintenance

REME  MITRE MORBEHR
EMBEEEERRBEBEFRIMN

TER

Repairs and maintenance STA (100,270) (126,114)
expense for aircraft and engines BT Em

EARBEEHEOEER Wheels & Brakes (56,764} (60,066)
GERE BEWRAE

Disposal of a subsidiary CEA Holding 461,916 -

i 8 — it B8 2 A) RmEHE
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(Prepared in accordance with International Financial Reporting Stendards) (3% 50 2% Bf 1% 38 & 2 Pl s 3)
for the year ended 31 December 2007 EE —_FF+LF+ _A=E+—RAuFF
42. RELATED PARTY TRANSACTIONS (Cont'd) 42 FREALTRR @0
(a) Related party transactions (Cont'd) (a) BEBEALZRE (@)
Income/(expense or payments)
WA (RARE A &)
Nature of transaction Related party 2007 2006
XRHHE FEEAL —BetE —EBERN
RMB'000 RMB'000
AR®TR AR¥TR
Supply of food and beverages Shanghai Eastern Air (243,895) {213,306)
ERRHBBEEINER Catering Co., Ltd
FBREFHRERE®D
BRAE
Yunnan Eastern {37,782) {31.977)
Air Catering
Investment Co., Ltd.
EERAMERM
BR LA
Xian Eastern (28,780) {22,821)
Air Catering
Investment Co., Ltd.
BEZRAMNEREM
AR AT
Qingdao Eastern (20,101) {16,082)
Air Catering
Investment Co., Ltd
BEERAMERR
BROF
Advertising expense CAASC (14,370) {11,583)
BEEBR FBRAMEER
ERQF]
Purchase of other fixed assets CEA Northwest (67,305) -
BAHMCEETEE Rindde o &)
Commissian expense on SDATCY {9.220) {6,085)
air tickets sold on behalf of the Group, REMmE"
BEHERS Shanghai Tourism (HK) (6) (1,491)
Co., Ltd
LighRg (F#)
AR QT
Automobile maintenance fee CEA Development Co. (18,754) . -
MEBER FERTMRERBRERR
Land and building rental CEA Holding (55,399) (55,399)
MELEE Rk E
. EAGF is also a 25% owned associate of the Group; * RIS EEE A2 %RIE
SDATC and EAIEC are both a 45% owned associates of ZEPELTE  EERSEEEAUE
the Group. HOFRAREARERESR
45%ARAE 2 BEE A -
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(Prepared in accordance with International Financial Reporting Stondards) (R ERER B B B & R RIE &)
For the year ended 31 December 2007 B E _F ¥ LEF " A=+—HiI¥F

42. RELATED PARTY TRANSACTIONS (Cont'd) 42 HFRBEALTR S ()
(a) Related party transactions {Cont’d) (a) EMEALTRE ()
Income/{expense or payments)
WA/ (REBEXGEH)
Nature of transaction Related party 2007 2006
TRMHH FREAL —28%tF _FTEAREF

RMB'000 RMB’000
AR®TAR ARBTI

With CAAC and its affiliates:

HPBERAGZARTREMER]
RHMMEM -
Civil aviation infrastructure levies paid CAAC 781,613 696,428
REMBRUDNERERERES PERMERE
Aircraft insurance premiums CAAC 136,875 168,972
paid through CAAC which entered into FERMES
the insurance policy on behalf of the Group
BARMERINRBERE
With other SOEs:
EHEMEARRE
Take-off and landing fee charges State-controlled airports 4,152,888 3,876,737
e e B B A i85
Purchase of aircraft fuel State-controlled fuel
fE B fim suppliers 11,120,186 10,242,349
BeEmaftEs
Interest income on deposits State-controlled banks 15,411 18,701
FRABBA AR
Interest expense on loans State-controlled banks 1,406,812 1,227,278
HERHMBER AR
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{Prepared in accordance with International Financial Reporting Standords) (X BRI BH & E G )
For the year ended 31 December 2007 B E —FF+FF_A=+—GiFF

42, RELATED PARTY TRANSACTIONS (Cont'd) 42 BREALR R (#)
(3) Related party transactions (Cont'd) (a) EMEALZSE @)
Income/{expense or payments)
WA (BARXFAEH)
Nature of transaction Related party 2007 2006
TEHE HEEBEAL —E2LE ZEERF

RMB’000 RMB’000
ARMTR AR®TR

Commission expense on air tickets other PRC airlines ; 70,285 89,977
sold on behalf of the Group T B H
ENERERRNETEEREHS fiiz= & 7
Supply of food and beverages other state-control
BEERBEHESNER enterprises 511,766 469,255
HaEARE
(b) Balances with related companies (b) BERMEARIRE
(i)  Amounts due from reloted companies () BREBELTRE
Group Company
£ YN
Company 2007 2006 2007 2006
Tt¥EH TR2LE CRTRE Z28EF Z2FARE

RMB'O00  RMB'000  RMB'O00  RMB'000
ARBTR AR¥TZ ARBTR AR TR

CEA Holding TERERAEE - 298,287 - 298,287
SDATC REM=E 16,378 30,908 16,378 30,908
Shanghai Tourism (HK) LR (BE)

Co., Ltd =1 /NG| 2,914 5,091 2,914 5,091
EAIEC REHTEHN

EREAA 26,166 5,090 26,166 5,090

Other related companies HipE@EALT 19,997 13,343 18,952 11,833
Total A&t 65,455 352,719 64,410 351,209
All the amounts due from related companies FERIERELTRIE
are trade in nature, interest free and payable TRESHE THEREG
within normal credit terms given to trade FRESEP—BNERERE
customers. A e
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(Prepared in accordance with International Financial Reporting Standards) (15 &5 BF B 75 ¥% & = Ril i )
For the year ended 31 December 2007 B E_FFLF+ A=+ -8B FH

42. RELATED PARTY TRANSACTIONS (Cont'd) 42 FREALRE (@
(b) Balances with related companies (Cont'd) (b) ERE LA TERE (R
(ii) Amounts due to related companies (i BYEHELRANE
Group Company
4] N
Company TERB 2007 2006 2007 2006

—RetE ZITTRF Z8%tE ZFTEAX
RMB'000  RMB'O00  RMB'000  RMB'00O
ARBTR ARETT AR®TR ARETRL

EALEC BEAAZEELA
ARAF (470,349) (270,514) (401,178)  (179,582)
CEA Holding B R A R (40,214)  (40,338)  (40,214)  (40,338)
Shanghai Eastern IREIRERM
Airlines Catering BERAE
Co. Ltd. (60,718)  (7,261)  (60,718)  (7,261)
Yunnan Eastern Air EERFHRERE
Catering Investment BER A
Co., Ltd. (488)  (11,036) (488)  (11,036)
CAASC LEREME/R
BEROE] (2,550) (101)  (2,550) (101)
CEA Northwest L8 ik | AN (64,895) - - -
Other related companies HihHRERT (32,379)  (19,227)  (30,193) (8,044)
Total &% (671,593) (348.477) (535,341)  (246,362)
Except for amounts due to EAGF and CEA Holding, PR ARERAIZIE
which are reimbursement in nature, all other BT SRR R ER
amounts due to related companies are trade in EERIEAR BRI - 2
nature, interest free and payable within normal ABSME - TEREET
credit terms given by trade creditors. REZEP - HNEFER
HY e
(iii) Short-term deposits and short-term loans with (i) BHE L ERHER LR
an associgte — EAGF HEER Rk
Average interest rate Group {ompany
THHER &K 28
(ompany e 2007 2006 2007 2006 2007 2006

SRRLE CTIRF CRRLE ZF5F CRRLF ZEEAF
RMB'000  RMB000  RMB'000  RMB000  RMBO00  RMB'000
ARMTR ARBTL ARMTRE ARMTR ARMIR ARMTR

Short-term deposits EHER(BHE 0.7% 0.7% 408,151 755,665 90,793 50,637
(included in Prepayments,  ERFR - TR
Deposits and Other REBERZA)

Receivables}

Short-term loans CHES(RE 5.3% 5.1% 260,351 788,991 180,351 182,000
(included in Borrowings) EERA)
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{Prepared in accordance with International Financial Reporting Standards) (15 BB 5 B 4 & R &)
For the year ended 31 December 2007 BE - EF+FEF+-_A=+—H14FF

42. RELATED PARTY TRANSACTIONS (Cont'd)

{b) Balances with related companies (Cont'd)

N.BWEATZS (@)
(b) ERE D RERE ()
(iv) BERITHURRME BB

(iv) State-controlled banks and other financial

institutions #
Average interest rate Group Company
PRz 4! 24
Company Y| 2007 2006 2007 2006 2007 2006

SRELE CTERF CRRLE CTTAT CRREF ZFTAE
RMBOO0  AMB0DD  RMB'OOO  RMD00  RME000  RMBOXO
ARSI AR%TR ARBTR ARNTR ARMTZ ARETR

Bank deposits (included in  R{THFH (B 0.7% 0.7% 845719 759,110 630,783 571,863
cash and cash equivalents)  RERKE

E3r47)

RHRTER 5.7% 5.5% 13,062,353 12,825,763 11,104,676 11,230,805

Long-term bark borrowings

(¢) Guarantees by holding company (c) BRATMELNER

R B SR IR IPIRITH AT A
R¥1,008FE L (ZFFRF
AERE695E B ) HPEI R Ak
BER GEE0) - RZERLE
+-B=+—8 - KA TEFE
BT ERMEBEENRTER
(2006 - AEEE100BET)

Certain unsecured bank borrowings of the Group totaling
of RMB1,008 million (2006: RMB695 million) were
guaranteed by CEA Holding (Note 30). No bank
borrowing of the company was guaranteed by CEA
Holding as at 31 December 2007 (2006: RMB100 million)

{d) Key management compensation

(d) BRTBAEME

2007 2006
- -k ZEETX
RMB‘000 RMB'000
ARMF R ARETI
Sataries, bonus, e - TELT - 1,805 1,365
allowances and benefits A EEA

FEXSTHERGAMLE —FFLFFER
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(Prepared in accordance with International Fingnciol Reporting Standards) (# 55 B 81 7% 48 & B AR 3¢)
For the year ended 31 December 2007 #E—FFLEF A= —HUFE

43.

44,

45,

ULTIMATE HOLDING COMPANY

The Directors regard CEA Holding, a state-owned enterprise
established in the PRC, as being the ultimate holding company.

CONTINGENT LIABILITIES

In 2005, the family members of certain victims in the aircraft
accident (the aircraft was the nowned and operated by China
Eastern Air Yunnan Company), which occurred in Baotou on
21 November 2004, sued the Company in a U.S. court for
compensation.

On 5 July 2007, pursuant to several conditions with which
the Company has complied, the Superior Court of the State of
California ordered the action stayed on the grounds of forum
non conveniens for the purpose of permitting proceedings in
the PRC. On 20 February 2008, the plaintiff filed a motion
with the Superior Court of the State of California to lift the
stay. The case is still pending. The Directors believe that a
negative outcome will not have a material adverse effect on
the financial condition and results of operations of the
Company.

POST BALANCE SHEET EVENT

On 29 August 2007, the Company convened a board meeting
in which the Directors of the Company approved a plan to set
up a regional carrier with China Aviation Industry Corporation
I (AVIC I). On 24 January 2008, the Company entered into an
agreement with AVIC I agreeing that the regional carrier would
have a registered capital of RMB1 billion in which the Company
holds a 40% interest. The new carrier, Xingfu Airlines, was
established on 28 March 2008.
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{Prepared in accordance with PRC Accounting Reguletions) (358 3 A B A 7B 6 512 Al &)
For the year ended 31 December 2007 B E - FFLEFE+ A=+ —HUEF

2007 2006
—gRtE ZEEN

RMB'000 RMB'000

AR® TR AR¥TT

Revenue BB A 43,528,561 38,210,193

Less: Cost of operation o EERE (37.654,536) (35,115,042)

Taxes and levies ERRE R (1,092,859) (932,748)

Selling and distribution HEEH {2,766,379) (2,554,296)

expenses
General and administrative EEEH (2,075,732) (1,942,193)
expense

Finance income/(expenses), net WIZEBR - FE 106,125 (761,678)

Impairment loss BEREERE (224,714) (834,194)

Add: Fair value gain/(loss) o R EEREME S UEK) 83,965 (42,344)

Investment income AW 155,180 67,911

Operating profit/(toss) EEMNB(BEER) 59,611 (3,904,391)

Add: Non-operating income o EEIMEA 676,610 719,191

Less: Non-operating expenses OB RANE (28,878) (76,941)

Total profit/(loss) ABan  (SRam 707,343 (3,262,141)

Less: Income tax FEBRR (96,512) 140,208

Net profit/(loss) FRE(BEE) 610,831 (3,121,933)
Attributable to: BER

- Equity holders of the Company —-BARIBRENFRE (FEE) 586,464 (2,991,571)
- Minority interests —LEBREER 24,367 (130,362)
610,831 (3,121,933)

PRNSEERAAELE —SRLFFH
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(Prepared in accordance with PRC Accounting Regulations) (IE P EA XA MBS ERRH)

As at 31 Decamber 2007 B2 - PR+ FF A=+ —-HULFF

2007 2006
TBELF —EEX
RMB'000 RMB’000
ARMT R AERETT
Assets aE
Total current assets mEEE 7,565,738 8,552,782
Long-term investment REHRESRE 990,758 779,929
Fixed assets & construction BEHEER
in progress EHTIE 55,212,262 47,306,359
Intangible assets & mEEAER
non-current assets HtbERESEE 2,632,261 2,868,267
Deferred tax assets BRIEMGHEE 740,695 382,523
Total assets BEESH 67,141,714 59,889,860
Liabilities & shareholder's equity RERMAEEES
Current liabilities MENB & 35,876,458 33,908,135
Non-current liabilities FEMBAGE 27,008,295 22,601,066
Deferred tax liabilities ELEMGERARE 688,954 307,188
Total liabilities ERSHE 63,573,707 56,816,389
Minority interests DB HAE RS 705,142 741,040
Total shareholder's equity EENELRIRERER 2,862,865 2,332,431
Total equity BEn 3,568,007 3,073,471
Total liabilities & ARRFIEEWAES
shareholder's equity 67,141,714 59,889,860
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31 December 2007 —_F F+F+—-A=+-—8

(A) SIGNIFICANT DIFFERENCES BETWEEN INTERNATIONAL (A) B s SE XA E ST

FINANCIAL REPORTING STANDARDS (“IFRS”) AND PRC ERAWERER
ACCOUNTING REGULATIONS
The Group’s accounting policies, which conform with IFRS, FEEFHER SRS EE MR E
differ in certain aspects from the PRC Accounting Regulations, G EREETHAEFEER - B
Differences between IFRS and the PRC Accounting Regulations HRmEERPESHTEUNER
which have a significant effect on the consolidated profit/ HALAERSFE ARGGES (B8
(loss) attributable to equity holders and consolidated net assets SRR R ARBGA B EENERR
of the Group are summarised as follows: SEFNT -
2007 2006
—2%LtF BTN
Note RMB'000 RMB'000
HE AR® TR ARETT
Consolidated profit/(loss) XLRBRREBEA
attributable to equity EEZanR (F8)
holders of the Company
As stated in accordance with BEFEAERB R
PRC Accounting Regulations 586,464 (2,991,571)
Impact of IFRS: BRREA R R 3
Differenca in depreciation ARAERATEAER
charges for flight FERMEMRT
equipment due to REWENZR
different depreciation
Lives used previously (a) (170,082) 239,466
Difference in depreciation MR TR ERFRE
charges for aircraft due to B AR
different depreciation FENER
lives and revaluation (b) (167,151) {(524,118)
Provision for post-retirement RRERR S
benefits () (81,445) (84,982)
Reversal of revaluation surplus Rt o (P T (GRE
relating to land use right (e) 12,426 16,740
Others Hit (f) (32,825) (662)
Deferred tax adjustments BRAHGEHE (g) 72,749 22,722
Minority interests bR RS (h) 48,760 8,980
As stated in accordance REERBRME®RE
with TFRS -3 s 268,896 (3,313,425)

FREAFEZRGEARLE —S2LEFHE 205




21 December 2007 —F R +EFE+-_F=+—H
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(A) SIGNIFICANT DIFFERENCES BETWEEN INTERNATIONAL (A BIBREBEEEENRIPARE
FINANCIAL REPORTING STANDARDS (“IFRS”) AND PRC FFERMNEXRZE (@
ACCOUNTING REGULATIONS (Cont'd)

2007 2006
i - 3 2 3 —ETR
Note RMB'000 RMB’000
i ARM TR ARETR
Consolidated net assets SaFHEE
As stated in accordance with BETEETRENT
PRC Accounting Regulations 2,862,865 2,332,431
Impact of IFRS: B M mEENNRE
Difference in depreciation A A E R EE H
charges for flight equipment FRMmEXRT
due to different depreciation REFENEER
lives used previously (a) 263,764 433,846
Difference in depreciation HRTRAERFER R
charges for aircraft due to B ERRE
different depreciation lives FENEZR
and revaluation (b) 810,347 977,498
Provision for post- BIKEREANAER
retirement benefits {c) (1,405,127} (1,323,682)
Goodwill and HEAEEENEE
negative goodwill (d) 688,311 688,311
Reversal of revaluation FELHERETREE
surplus relating to
land use right (e} (309,212) {321,638)
Others H fth (f) (14,462) 18,363
Deferred tax adjustments HEERRERAAE (9) 11,101 (61,648)
Minority interests SRR ER (h) 120,176 71,416
As stated in accordance R TR B R R = R BIR
with IFRS 3,027,763 2,814,897
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(A) SIGNIFICANT DIFFERENCES BETWEEN INTERNATIONAL
FINANCIAL REPORTING STANDARDS (“IFRS”) AND
PRC ACCOUNTING REGULATIONS (Cont'd)

(a)

Prior to 15 February 2006, under the PRC Accounting
Regulations, rotables are classified as current assets
and the costs are amortised on a straight-line basis
over a peried of 5 years. Under IFRS, rotables are
accounted for as property, plant and equipment and is
depreciated on a straight-line basis to write off the
cost or revalued amount to their residual value over
their estimated useful lives and annual provision for
scrap was made. Since 1 January 2007, under the PRC
Accounting Regulation, rotables are classified as
property, plant and equipment and is depreciated over
10 years. Under IFRS, the useful life of rotables is also
changed to 10 years with no further annual provision
for scraps in 2007. This change of accounting estimate
is apptied prospectively. Despite the useful life of
rotables is unified under IFRS and the PRC Accounting
Regulation this year, the carrying amounts, of rotables
are different under IFRS and the PRC Accounting
Regulation which still results in differences.

Under the PRC Accounting Regulations, on or befere 30
June 2001, depreciation of aircraft was calculated to
write off their costs on a straight-line basis over their
expected useful lives of 10 to 15 years to their residuat
values of 3%. With effect from 1 July 2001, depreciation
of aircraft under the PRC Accounting Regulations is
calculated to write off their costs on a straight-line
basis over their expected useful lives of 20 years to
their residual values of 5% of costs, the change was
applied prospectively which resulted in the difference
in the carrying amounts under IFRS and the PRC
Accounting Regulation. Moreover, under IFRS,
depreciation of aircraft is calculated based on their
casts or revalued amounts, while under the PRC
Accounting Regulation, depreciation of aircraft is
calculated based on their costs under the new PRC
GAAP.

31 December 2007 ZFF+FF+=-A=+—8

(A) BIFR A R  E QIR AP B &t

BANEAEZR ()
() BEFEGERE  R=BEX

F_A+hBZE - 2EAEY
ERRBEESR  $LFH
AT LA - RIREPEMA SR
SRR BEASHERETEER
EYIRISHRITE - T2 B
TYEAR A/ E G ER A G 5E
B WABEAKIETR AT
REHTTERDGEEE - 8
—EBERLE~-A-8  EPH
AT - SEAEHERE
FAREVBREE10FHEE -
EERPAEHEENT  EEE
BT EERITNREEES R
10F - ¥THIEM—REEE
#H - BN LB EFERNESRA
SIHEHEE - HENEBER
KRREAZRE - AREEESE
HEPRTEETHER R RRE
EEEERT AR EBETRE -
HBENEFRESERER—
BOREEELZR -

BEPBEEFENREE - B
2001F6 A30B A1 - RBETH
BEEITE R A R 3% E
EEIRI10E15F 7 TRETRI FERAE
M AR SRERHER B - B2001F
7H18#E - R R ER S
BARK 2R 2i5% 38 {H1E - IXT8A
A {ERERI15E 205 5HEINE -
B EIRFARFBRERE -
BEMT LS E B FIERETE
BRaEBEP RestERfbE
TR R A {E EER M SRS
BIMRRELEETR o 1o - EE
PEEARSER S 2R - MR RS
BAFTEERBEER AR ERE
HEITRHRE - MRS EEAITA
LARARETTETR - #UL RS R
BEEIEAOTERREER

TRNSHEERGHRLT —RELEER

207




208

31 December 2007 —FF+FF=-A=+—H

(A} SIGNIFICANT DIFFERENCES BETWEEN INTERNATIONAL
FINANCIAL REPORTING STANDARDS (“IFRS”) AND PRC
ACCOUNTING REGULATIONS (Cont’d)

(c)

49

{g]

Under the PRC Accounting Regulation, employees’ post-
retirement benefits are recognised upon payment. Under
IFRS, such post-retirement benefits under defined
benefit schemes are required to be recognised over the
employees’ service period.

The basis of recognising the value of the consideration
payable for acquisitions and the underlying assets and
liabilities is different under IFRS and the PRC Accounting
Regulation. Accordingly the amount of geodwill and
negative goodwill is different. Moreover, under the PRC
Accounting Regulation, goodwill and negative goodwill
are not presented as separate items but are allocated
among the carrying value of assets and liabilities
acquired. Accordingly part of the adjustments under
goodwill and negative goodwill in the Net Asset analysis
are offset by difference of the same amounts in other
categories of assets or liabilities presented in the
analysis.

Under the PRC Accounting Regulation, land use rights
injected by the parent company as capital contribution
are stated at valuation less accumulated amortisation.
Under IFRS, land use rights are recorded as prepaid
operating leases at historical cost which was nil at the
time of listing.

In addition of the above, the application of IFRS differ
in certain other respects from the PRC Accounting
Regulation.

This represents the corresponding deferred tax effects
related to the items above.

This represents the corresponding impact a minority
interest related to the items above.

China Eastern Airlines Corporation Limited Annual Report 2007

(A BB BBRERRRTFEE
SFEANBEAER ()

()

REPEPEETEN BITR
W BFIRERARE AR - R
BRI REER - WEES
ERBIEE TR TIRIKEE
MRER TR FHRELR

e

(d) FEREMBEEERRTEEEH

(f)

(9)

(h)

REFFET - HRERKERE
BRIGERBNIEREER AT
MEEFATRE - BimEnE
EIFHETE - tsh - REPE
FEARGIE - WEERGAE
FERERAERRANZEED
EEBARENAHNKREEE
£ MTESRIT Bt - &
SEAERESNT - BOBHH
NHABFRYTERGEERR
Ry 2R Z RILH -

EFBREEHERT AR
B FTREARAEARE
AR AN HEE R - ASHE
{ER R #H7I8R - RIFERY
BRELER - LinEREFRE
BUEERIRAE LKA
R RSB TR L
ARNEEHERE -

BREA_ERFESN - en it ERERRA TS 4R
EHER| RPESHENTRER
MEBNEMER -

T35 FIR R R RS IRAERR A
BRETARE

SET3EA EIR B L SRR
Bz RE-




DIRECTORS BEs

Li Fenghua (Chairman, Non-executive Director) FYE (FER - FHTEE)
Li Jun (Vice Chairman, Non-executive Director) * T (REER FHTEE)
Luo Chaogeng (Non-executive Director) R (R THEE)

Cao Jianxiong (Executive Director, President) R HTEF  #KE)

Lue Zhuping (Executive Director, Company Secretary) BRFE BRITEE - ~olkE)

Hu Honggao (Independent Non-executive Director) RS OB IFRITESE)
Peter Lok (Independent Non-executive Director) SR (BULFHNTEE)
Wu Baiwang (Independent Non-executive Director) REE (BUHFHTEE)
Zhou Ruijin (Independent Non-executive Director) Bine (B HENTEE
Xie Rong (Independent Non-executive Director) W BOBIHNTES)
SUPERVISORS EE
Liu Jiangbo (Chairman of the Supervisory Committee) BLE (BEEETE)
Xu Zhao (Supervisor) t® BB(EF)
Wang Taoying (Supervisor) FHiE (& 5)
Yang Jie (Supervisor) 5 REF)
Liu Jiashun {Supervisor) BIRIR (& &)
SENIOR MANAGEMENT BREEASR
Zhang Jianzhong (Vice President) SR (FsBicEr)
Li Yangmin (Vice President) ZER (FigHFE)
Fan Ru (Vice President) B R (GEEE)
Luo Weide (Chief Financiat Officer) BEE(HBEE)
COMPANY SECRETARY REWE
Luo Zhuping ENF
AUTHORIZED REPRESENTATIVES RERR
Li F-enghua FEE
Lug Zhuping HFE
COMPANY'S WEBSITE NGIE R

http://www.ce-air.com

COMPANY'S E-MAIL ADDRESS

ir@ce-air.com

http://www.ce-air.com

REIBFIEH

ir@ce-air.com
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AUDITORS

International Auditors:  PricewaterhouseCoopers
Certified Public Accountants
22nd Floor, Prince’s Building
Central, Hong Kong

PricewaterhouseCoopers
Zhong Tian CPAs Limited
11/F PricewaterhouseCoopers Center
202 Hu Bin Road
Shanghai 200021
PRC

Domestic Auditors:

LEGAL ADVISERS

Hong Xong: Baker & McKenzie
USA: Baker & Mckenzie
China: Beijing Commerce & Finance Law Office

PRINCIPAL BANKS

Industrial and Commercial Bank of China, Shanghai Branch
China Construction Bank, Shanghai Branch
The Bank of China, Shanghai Branch

SHARE REGISTRAR

Hong Kong Registrars Limited
Rooms 1712-1716, 17th Floor, Hopewell Centre,
183 Queen's Road East, Hong Kong

The Bank of New York
101 Barclay Street
New York, NY 10286, U.S.A.

China Securities Depository and Clearing
Corporation Limited, Shanghai Branch
727 Pu Jian Road, Shanghai

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

5th Floor, McDonald's Building, 48 Yee Wo Street,
Hong Kong

CUSTODIAN FOR UNLISTED SHARES

China Securities Depository and
Clearing Corporatien Limited, Shanghai Branch
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CHANGE OF BUSINESS LICENSE REGISTRATION EEHRIMBERER

There is no change in the Company's business registration HEBARBEERPBIMEETE
during the period covered by this report A

Registered capital of the Company is RMB4.86695 billion BEHARFATMETAEARE
as of the date of this report 48.6695{87C

Business License Registration Number of the T¥ZASEYSRIME - LREE
Corporation Legal Person: Qi Gu Hu Zong Zi F#$032138% (H /)

No. 032138 (Municipal Administration)

Tax Registration Number: 310042741602981 BIEBESE © 310042741602981

Shareholders can obtain a copy of the Company's annual report for the year 2007 through the Internet
addresses shown below:
REIARBREERATHUTHRAR FEL-FEREE T

http://www.ce-air.com http://www.irasia.com/listco/hk/chinaeast
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