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Summary of Accountmg and Busmess Data

(Prepared in accordance with PRC Accounting Standards)

PROFIT FOR THE YEAR ENDED 31 DECEMBER 2010

RMB million
Net profit 5,380
Income from main operations 12,454
Income from other operations 1,778
Income from investments 119
Net income outside business 959
MAJOR ACCOUNTING DATA & FINANCIAL INDICATORS
(Expressed in RMB Million)
2009 2010
1. Operation revenue 39,831.33 74,958.11
2. Net profit attributable to the owners of the parent 711.68 5,380.38
3. Total assets 72,018.68 100,810.12
4. Shareholders’ equity 3,613.13 16,576.18
5. Earnings per share (RMB) 0.11 0.48
6. Net assets per share (RMB) 0.35 1.38

Notes:
1. Calculation of major financial indicators:

Earnings/(loss) per share = net profit/(loss) + weighted average number of ordinary shares outstanding

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

China Eastern Airlines Corporation Limited ! Annual Report 2010 05



- For the period

S of Ta - of 1 January
L 2010t0 200910
31 Decérﬁbérf" : 31 December
020100 - 2009 Change
Capacity . ‘ R ' ‘ ' - - ) )
ATK (available tonne — kilometres (millions) "17,887.36 . ©.12,505.53 43.04%
~ Domestic routes 7 9,53894 .. 710062 34.34%
— International routes - 7,533.23 . 4,846.17 55.45%
— Regional routes * 81549 .558.74 45.90%
ASK (available seat — kilo’metres) (millions) h 1 9,450.88 ) '84,456.39 41.43%
— Domestic routes - 83,421.13 59,235.02 40.83%
— International routes .30,453.49 121,386.31 42.40%
— Regional routes 5.576.26 3,835.05 45.40%
AFTK (available freight tonne - kilometres) (millions) 7,136.78 4,904.46 4552%
— Domestic routes 2,031.04 1,769.46 14.78%
— International routes 4,792.41 2,921.40 64.04%
— Regional routes 313.33 213.59 46.70%
Hours flown (thousands) 1,195.10 838.27 42.57%
Traffic
RTK {(revenue tonne - kilometres) (millions) 12,598.98 7,908.69 59.31%
~ Domestic routes 6,886.62 4,694.69 46.69%
— International routes 5,196.12 2,900.78 79.13%
- Regional routes 516.23 313.22 64.81%
RPK (revenue passenger — kilometres) (millions) 93,152.76 60,942.09 52.85%
- Domestic routes 66,309.84 44,375.70 49.43%
— International routes 22,769.29 13,993.70 62.71%
— Regional routes 4,073.63 2,572.69 58.34%
RFTK (revenue freight tonne - kilometres) (millions) 4,308.47 2,474.19 74.14%
— Domestic routes 980.43 733.13 33.73%
— International routes 3,172.67 1,656.19 91.56%
— Regional routes 155.37 84.88 83.05%
Number of passengers carried (thousands) 64,930.43 44,042.99 47.43%
— Domestic routes 55,456.27 37,984.73 46.00%
— International routes 6,600.72 4,173.07 58.17%
— Regional routes 2,873.45 1,885.19 52.42%
Weight of freight carried (kg) (millions) 1,464.91 943.89 55.20%
— Domestic routes : 729.01 530.15 37.51%
- International routes 617.12 347.76 77.46%
— Regional routes 118.79 65.97 80.07%

06 China Eastern Airlines Corporation Limited | Anriual Report 2010



For the period

For the period

of 1 January of 1 January
©2010to 2009 to
31 December 31 December
: 2010 - 2009 Change
Load factors" s
Overall load factor (%) 70.44 63.24 7.20 pts
= Domestic routes 72:19 66.12 6.07 pts
- International routes 68.98 59.86 9.12 pts
— Regional routes - 63.33 56.06 1.27 pts
Passenger load factor (%) 77.98 72.16 5.82 pts
~ Domestic routes 79.49 74.91 4.58 pts
. — International routes 74.77 65.43 9.34 pts
- Regional routes 73.05 67.08 5.97 pts
Freight load factor (%) 60.37 50.45 9,92 pts
-~ Domestic routes 48.27 41.43 6.84 pts
— International routes 66.20 56.69 9.5 pts
— Regional routes 49.59 39.74 9.85 pts
Yields and costs
Revenue tonne -~ kilometres yield (RVB) 5.35 467 14.56%
- Domestic routes 6.30 5.30 18.87%
— International routes 3.87 3.47 11.53%
- Regional routes 7.52 6.32 18.99%
Passenger - kilometres yield (RMB) 0.63 0.54 16.67%
— Domestic routes 0.64 0.54 18.52%
- International routes 0.60 0.51 17.65%
— Regional routes 0.78 0.63 23.81%
Freight tonne - kilometres yield (RVMB) 1.95 1.67 16.77%
— Domestic routes 1.28 1.13 13.27%
- International routes 2.04 1.78 14.61%
— Regionaf routes 4.54 4.13 9.93%
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15th

22nd

8th

2nd
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January 2010 _
A capital incréase agreement in fespect of CEA
Jiangsu, a subsidiary of the Company, was
signed between the Company and Jiangsu
Provincial Government: '
Successful trial flying of A330-300 aircraft on
the second runway of Honggiao Airport.

A basket of programme of service security
provided to World Expo was launched by the
Company.

February 2010

Convention of a conclusive meeting in respect
of the merger of the Company with Shanghai
Airlines.

March 2010 o

‘On 27 December, Ma Xulun, a Director ‘and the President of the Company
(middle), who was back with honour from Beijing, was welcomed by Liu
Shaoyong, the chairman (left), and Li Jun, the vice chairman (right), at Hongqiao
Airport for the top-class recognisation of the Company as an “Advanced
Conglomerate in Shanghai World Expo” (/18 i ££48) by the Central
Committee of the Communist Party of China and the State Council of China.

Delivery of the first B777 cargo aircraft of
China Cargo Airfines. :




16th
22nd
26th
29th

28th

6th

28th

@ )sth

:aﬂmAiAﬁEE?uﬂ
EFE R
The s:gnmg Ceremony and Press Conference of
China Eastern Airlines Future Membership in SkyTeam

/\@AM- ACROMOT,r &7 AROMIND.  AIRFRANCE# -

b - = -
x @ Alitalia &) crin s TS
o

X LLLTA

April 2010

A strategic cooperation framework agreement was signed with
China Airlines of Taiwan.
The Group announced its intention to join Skyteam.

Launch of “Mobile E” Mobile phone ticketing product.

Establishment of Sichuan branch of the Company in Chengdu.

Successful testing of China’s first batch of cargo under electronic cargo
carriage arrangement by China Cargo Airlines.

May 2010

A new operation qualification certificate was awarded by CAAC to iRz
BMR X7} (Shanghai Airlines Co., Ltd.).

July 2010

The Company signed an arrangement to become a global cooperation
partner of Xi'an World Gardening Expo 2011.

Inauguration ceremony of Eastern Airlines Yunnan Limited Corporation (“CEA
Yunnan”) was held in Kunming.

August 2010

The Company was granted the “Flying Safety Four-star Award” (FR77%2
2MHE L ) by CAAC

September 2010

A strategic cooperation framework agreement was signed between the
Company and Shanghai Airport.

October 2010

Commencement of the inter-transfer arrangement for credits of frequent
flyer cards between the Company and /822G R 2 7 (Shanghai Airlines
Co., Ltd.).

December 2010

The purchase by China Cargo Airlines of relevant cargo air transportation
assets of Shanghai Airlines and Great Wall Airlines, upon which the new
China Cargo Airlines became the largest cargo air transportation company in
the PRC.

China Eastern Airlines Corporation Limited | Annual Report 2010 09
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Chairman’s Statement

Dear shareholders,

| am pleased to present the report on the operating results of
China Eastern Airlines Corporation Limited (the “Company”)
and its subsidiaries (collectively, the “Group”) for the year
ended 31 December 2010. On behalf of all the staff of
the Group, | would like to extend my sincere thanks to the
“shareholders for their support of the Group.

With the slow recovery of the global economy and the
continued strong growth of the Chinese economy, the global
civil aviation industry gradually emerged from the financial crisis
and resumed a steady uptrend in 201C. The strong growth in
demand for aviation services in China made the country the
fastest growing market in the global aviation industry during
the year 2010. The year 2010 was also an extremely important
year in the course of development of the Group. As a result
of industry wide improved performance and rapid growth,
the opportunities and synergies arising from the absorption of
Shanghai Airlines, and the benefits of the Shanghai World Expo,
the Group achieved record-level results compared with past
years.

In terms of passenger traffic, the Group (i) strengthened
and optimized transportation capacity; (i) strengthened
management over transportation price rates and controls over
seating arrangements; (i) enhanced services, by continuing
to upgrade service products such as pre-sale, transfer service,
business class experience, direct sale via our official website
and ticketing via mobile phones, so as to increase sales driven
by these products; and taking the opportunities brought by
the Shanghai World Expo to actively promote series specialty
products for the Shanghai World Expo so as to implement

our plan to boost revenue during the Shanghai World Expo;
(iv) strengthened channel management by staying close to
target customers and extending its marketing network to cover
each market segment; (v) strengthened strategic marketing of
frequent flyers and corporate customers by launching various
e-commerce services including payment by credit card for major
customers and sales of transfer service via our official website,
in order to increase direct sales; (vi) strengthened data analysis
to understand the rhythm of the market and promote precise
marketing.

In 2010, the Group strenuously fostered the construction of
its hub network. As of the end of 2010, the “three-in-three-
out” flight frequency, namely morning, afternoon and evening,
had been initially established by the Group at Pudong Airport,
achieving bilateral connection of flights for over 25 domestic
cities.

As of the end of 2010, Eastern Miles, the frequent flyer program
of the Group, had approximately 11.88 million members and
established co-operative relationships with global partners from
the aviation, hotel, banking, car rental, catering, magazine and
travel industries.

China Eastern Airlines Corporation Limited | Annual Report 2010
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In terms of freight transport, the Group made an effort to
improve daily utilization rate, freight load factor and on-time
arrival rate of our aircraft. By taking innovative marketing
measures, the Group kicked off its whole year pre-sale and
online direct sale, and worked out a system of bundled sale for
inbound and outbound flights in response to the fluctuation
of demand between peak and low seasons for freight
transportation. A number of truck flights had been added
to expand our marketing network. The Group also operated
in association with speed-post agencies. in addition, the
integration of the operation and management of the freight
businesses of the Group and Shanghai Airlines was completed.
Integration with RIFMZEHR A F] (Great Wall Airlines)

("Great Wall Airlines”) made steady progress.

in terms of costs, the Group actively adjusted its debt structure
to control the scale of its loans and seek favorable interest
rates. In addition, centralized procurement management was
reinforced, maintenance costs were strictly controlled, route
structure was continually optimised and fuel saving measures
were generally implemented. By creating synergies from the
integration with Shanghai Airlines, strictly managing budget
and implementing process control, the Group controlled costs

at full-scale level and in all aspects.

In terms of brand building, the Group focused on service quality
to build up its brand image. In conjunction with serving the
Shanghai World Expo, the Group launched a World Expo series
of products and enhanced its capability and quality of full-range
services. The Group also organized promotional activities for
better brand recognition in a systematic and comprehensive
way. It also participated in charitable activities in order to
further promote its brand image. The Group rofled out ts large-
scale charitable activities named “Love at Eastern Airlines”,
which fully exemplified the Group’s image of upholding social

responsibilities.

12 China Eastern Airlines Corporation Limited | Annual Report 2010
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In terms of information technology, the Group optimised its
infrastructure and communication network for production
operation needs. Through its e-commerce website, flight control
system and passenger self-service system, the Group provided
better support for marketing and passenger service, and
enhanced its operating efficiency and management capability.

The Group's social responsibilities cover economic, social and
environmental aspects. The Group actively participated in
disaster-relief actions and provided urgent transportation in
disasters such as the Yushu earthquake, Zhouqu debris flow
disaster, drought fighting in southwestern China, and flood
fighting in Gandong, to discharge its social responsibilities.
The Group strictly complied with and implemented relevant
regulation governing environmental protection and energy
conservation and emission reduction, and will strengthen
its energy management, foster energy savings and emission
reduction as its key approaches to enhancing core competence,
advocate the concept of “green flying” in an attempt to
Create a resources-conservative and environmentally-friendly
enterprise and effectively press ahead the healthy development
of the Group.

OUTLOOK FOR 2011

The Group would like to caution readers of this report that
the operations of the Company as an air transport enterprise
that performs public service functions is linked closely to the
development of the political and economic situations, both
internationally and locally. As such, the operation of the Group
and of the whole sector is, to a significant extent, subject
to the risks associated with geopolitics and the incidence of
unexpected events.

The 2010 annuatl results announcement of the Group includes
(but is not limited to) certain forward-looking statements, such
as those on the economies of the world including the PRC,
and the aviation market. Such forward-looking statements are
subject to many uncertainties and risks.



Chairman’s Statement ('

In 2011, the global economy is expected to maintain its slow
recovery with a weak foundation. The overall economic situation
of China is still very complicated and both opportunities and
challenges for China’s economic development exist. In 2011,
" the key target of China’s economic and social development
is expected to be a gross domestic product growth of about
8%. Rapid and stable economic growth will create a favorable
operating environment for the Group. The aviation industry of
the PRC has entered a new upward cycle. For a certain period
of time, the aviation industry of the PRC will continue to benefit
from the favorable factors under the robust demand. From the
perspective of the Group, the upward cycle of the civil aviation
industry and the continual growth of household income in
the PRC will drive up consumption level and upgrade demand
for aviation. Additionally, the integration of the Yangtze River
Delta, the expedition of the progress of the development of
western China, the strategic positioning of Shanghai as an
international financial centre and an international shipping
centre, the increasingly enriched tourist resources in Shanghai
and local governments’ support for and development of the
aviation industry will also contribute to favorable conditions for
the development of the Group. In 2011, the operating targets
of the Group are to achieve total traffic volume of 13,880
million tonne-kilometres, number of passenger carried of
70.862 million and weight of freight to be transported of 1.627
million tonnes.

In 2011, the Group will also face a series of challenges: the
impact of the “four-vertical and four-horizontal” express
passenger railway network on the Group’s domestic routes;
the competition arising from the trend towards oligopoly and
forging of alliances on the international market which will
have impact on the Group's international routes; the potential
shortage of air-space resources in the PRC and the pressure
created by high oil prices, high inflation and economic and
trade disputes.

Based on the initial formulation of its overall strategic planning
for the next five years, in line with its strategic targets for 2011
and by implementing such strategies, the Group has clearly
defined its focus on the following aspects in 2011:

1.

Refine its safety system and enhance the quality of safety;
Enhance competitiveness and improve profitability;

Intensify the structural adjustment in respect of four areas
including its fleet, resources aliocation, route network and
assets and liabilities, and strengthen its cost control;

Upgrade service quality and brand image, which will
include making of client-oriented “precise” services,
delivery of "fine” services through increased investment
into fixed assets and provision of "detailed” services
under a quality service system;

Solidify reform and restructuring and motivate all staff
members;

Establish its product system and build up competitive
advantage.

On behalf of the board of directors of the Company (the
"Board”), | would like to express my gratitude to all of the
shareholders.

Liu Shaoyong
Chairman

Shanghai, the PRC
30 March 2011

China Eastern Airlines Corporation Limited | Annual Report 2010 13
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Ma Xulun | Director and President
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Review of Operations and
Management’s Discussion and Analysis

019

In 2010, the Group completed (i) the purchase and finance-
lease of a total of 25 aircraft, including fourteen A320
aircraft, three A321 aircraft, five B737-700 and three B737-
800 aircraft; (i) the operating-lease of fourteen aircraft,
including ten B737-800 aircraft and four B777F aircraft; (iii)
the disposal of fifteen aircraft, including surrender of the
lease of two A320 aircraft, one B737-300 aircraft and three
MD11F aircraft, and sale of nine MD90 aircraft. As at 31
December 2010, the Group operated a fleet of 355 aircraft,
including 337 passenger aircraft and 18 freighters.

In 2010, the Group operated approximately 9,600 scheduled
flights per week, to a total of 30 countries and regions serving
182 domestic and foreign cities. In addition, the Group was
able to provide more comprehensive air transportation services
to major markets around the world through international
cooperation efforts, such as code sharing and special prorate
agreements, or SPA, etc.. According to statistics of the Civil
Aviation Administration of China ("CAAC”), the on-time arrival
rate of the Group's flights was approximately 79.04% in the
year, ranking the Group No. 1 among the civil aviation operators
in the PRC for three consecutive years.

The Group is based in Shanghai. In 2010, the Group accounted
for 54% and 39.2% of the market share at Honggiao Airport
and Pudong Airport, respectively, in terms of flight take-off
and landing statistics, and accounted for 52.2% and 37.9%
of the market share at Honggiao Airport and Pudong Airport,
respectively, in terms of passenger throughput. In 2010,
the Group’s daily average utilization rate of aircraft was 9.7
hours, representing an increase of 0.3 hours compared to the
corresponding period in 2009.

China Eastern Airlines Corporation Limited | Annual Report 2010 15



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 International Financial
Reporting Standards ("IFRS”) that are included elsewhere in
this annual report. The financial data presented in this section
are derived from our audited financial statements prepared in
accordance with IFRS.

Operational Revenues

In 2010, the Group’'s revenue was RMB73,804 million,
representing an increase of 83.29% from the same period in the
previous year. Transportation revenue amounted to RMB67,391
million, representing an increase of 82.51% from the same
period in the previous year. In 2010, the Group’s total traffic
volume was 12,599 million tonne-kilometres, representing an
increase of 59.31% from the same period in the previous year.
The increase was mainly due to the slow recovery of the global
economy and robust demand for aviation services as a result
of the rapid growth of the Chinese economy, the substantial
increase in the Group’s scale of operation subsequent to the
absorption of Shanghai Airlines, the impetus created by the
Shanghai World Expo and the enhancement of our marketing
capabilities.

The Group's passenger revenues amounted to RMB58,968
million in 2010, representing an increase of 79.78% over the
same period in the previous year, and accounting for 87.5% of
the Group’s traffic revenues in 2010. The volume of passenger
traffic was 93,153 million passenger-kilometres, representing a
52.85% increase compared to the same period in the previous
year. The increase was primarily due to the robust demand in
the aviation market, the marketing activities launched by the
Company to closely reflect market demand, and the increase in

16 China Eastern Airlines Corporation Limited | Annual Report 2010

the passenger load factor and ticket price levels as a result of
the absorption of Shanghai Airlines.

The Group’s domestic passenger traffic volume was 66,310
million passenger-kilometres, representing a 49.43% increase
compared to the same period in the previous year. Compared
to the same period in the previous year, revenues increased by
75.32% to RMB42,143 million, accounting for 71.47% of the
Group's passenger revenues.

The passenger traffic volume on the Group’s international
routes was 22,769 million passenger kilometres, representing
a 62.71% increase compared to the same period in the
previous year. Compared to the same period in the previous
year, revenues increased by 91.36% to RMB13,650 million,
accounting for 23.15% of the Group's passenger revenues.

The passenger traffic volume on the Group’s regional routes
was 4,074 million passenger-kilometres, representing a 58.34%
increase compared to the same period in the previous year.
Compared to the same period in the previous year, revenues
increased by 94.83% to RMB3,176 million, accounting for
5.39% of the Group’s passenger revenues.

In 2010, the Group’s cargo and mail traffic revenues increased
by 104.24% to RMB8,423 million compared to the same period
in the previous year, accounting for 12.50% of the Group’s
traffic revenues in 2010. The cargo and mail traffic volume was
4,308 million tonne-kilometres, representing a 74.14% increase
compared to the same period in the previous year. The increase
was mainly due to the continued growth for import and export
trade, the Company’s enhanced capability in understanding
market trends through market analysis, the enhanced operating
efficiency of the Company, and the active development and
improvement of its business cooperation with third parties.



Review of Operatibhé and
Management'’s Discussion and A

Operating expenses

In 2010, the Group's total operating costs was RMB68,765
million, representing an increase of 78.81% from the same
period in the previous year. This was mainly attributable to
the expansion in the operating scale of the Company upon
the absorption of Shanghai Airlines, and the growth in costs
resulting from the substantial increase in aviation fuel prices.

In 2010, the Group recorded substantial increases in aircraft
take-off and landing fees, depreciation and amortization,
wages, salaries and benefit expenses, maintenance costs, aircraft
operating lease expenses and other operating lease expenses,
which were primarily due to the expansion of the Company’s
scale upon the absorption of Shanghai Airlines.

Analysis of the changes in other items under operating costs of
the Group is set out as follows:

Expenditure on aviation fuel was RMB21,606 million,
representing an increase of 76.3% compared to the same period
in the previous year. This was mainly due to the expansion of the
Company’s scale and an increase of 20% in the average price
of aviation fuel compared to the same period in the previous
year. The Group's total aviation fuel consumption in 2010 was
approximately 3.85 million tonnes, representing an increase of
46.39% compared to the same period in the previous year. In
2010, aviation fuel expenditures accounted for 31.42% of the
Group's total operating costs. '

Office, administration and other operating expenses were
RMB7,284 million, representing an increase of 94.14% over the
same period in the previous year, primarily due to an increase
in non-aviation transportation expenses upon the absorption of
Shanghai Airlines.

Impairment losses for assets amounted to RMB405 million,
representing an increase of 271.56% over the same period
in the previous year. This was primarily due to impairment

provisions made in respect of certain aircraft and relevant assets
held for sale.

Selling and marketing expenses were RMB3,324 million,
representing an increase of 68.05% over the same period in the
previous year. This was mainly due to increases in sales volume
and selling prices, which increased handling fees of sales agents.

Food and beverage expenses were RMB1,596 million,
representing an increase of 32.89% compared to the same
period in the previous year. This was primarily due to the growth
in passenger volumes and increases in food-related price levels.
However, as a result of the Company’s stringent controls over
its procurement costs for food and beverage items and other
supplies, the change in the unit cost of food and beverage items
and other supplies was not significant in 2010 and the increase
in such costs was lower than the increase in revenue.

The amount of civil aviation infrastructure levies payable to
CAAC amounted to RMB1,296 million, representing an increase
of 45.62% compared to the same period in the previous year,
which was primarily due to the growth in take-offs and landings
as a resuit of the increase in transportation capacity.

Ground services and other charges were RMB440 million,
representing an increase of 51.72% over the same period in the
previous year, which was primarily due to the substantial growth
in passenger and freight traffic volumes.

Gain on changes in fair value of derivative financial instruments
was RMB833 million, compared to RMB3,775 million during
the same period in the previous year. It was mainly due to the
reversal of the fair value of crude oil option contracts resulting
from the surge of international crude oil prices in 2009, whereas
international oil prices in 2010 were relatively stable and the
magnitude of reversal of fair value of crude oil option contract
were less significant. In 2010, the net gain on change in fair
value of crude oil option contracts (inclusive of the factor of cash
outflow upon settlement) was approximately RMB800 miltion.
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Other operating income

The Group's other operating income primarily includes
government subsidies. Other operating income decreased
from RMB1,288 million in 2009 to RMB659 million in 2010,
primarily due to the refund of civil aviation infrastructure levies
of approximately RMB832 million in 2009.

Finance income/costs

In 2010, the Group's finance income was RMB1,155 million,
primarily due to the increase in exchange gain resulting from
the appreciation of Renminbi against US dollars. Finance costs
were RMB1,502 million, and the decrease was mainly due to
improvement of asset structure and the reduction in LIBOR rate.

Profit

As a result of the above, the Group’s profit attributable
to owners of the parent in 2010 was RMB4,958 million,
representing a 2,833.73% increase as compared to the Group's
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profit attributable to owners of the parent of RMB169 million for
the same period in the previous year.

Liquidity and Capital Structure

The Group generally finances its working capital requirements
through its business operations and short-term bank loans. As
of 31 December 2009 and 2010, the Group's cash and cash
equivalents amounted to RMB1,735 million and RMB3,078
million respectively. In 2009 and 2010, the net cash generated
from the Group's operating activities amounted to RMB3,429
million and RMB10,641 million, respectively. In 2010, the
basic cash requirements of the Group other than for operating
costs were for the purchase and upgrade of aircraft and flight
equipment, and for payment of related indebtedness. In 2009
and 2010, net cash used in the Group's investing activities were
RMB7,236 million and RMB8,633 million. The net cash inflow
from the Group’s financing activities in 2009 was RMB2,086
million, mainly from bank loans and the issuance of new shares.
The net cash outflow from the Group’s financing activities in
2010 was RMB652 million.




Review of Operations and
Management’s Discussion and Analysis

The Group generally operates with net current liabilities. As at
31 December 2010, the Group’s current liabilities exceeded its
current assets by RMB27,184 million. The Group has been and
believes it will continue to be capable of financing its working
capital by obtaining borrowings from domestic and foreign
banks.

The Group monitors its capital on the basis of its gearing ratio,
which is calculated as total liabilities divided by total assets. As
at 31 December 2010, the gearing ratio was 0.84.

As of 31 December 2009 and 2010, the total amount of
the Group's short-term loans were RMB8,407 million and
RMB11,193 million respectively, and the Group’s long-term
loans were RMB16,928 million and RMB27,373 million,
respectively. As of 31 December 2009, the Group's long-term
loans payable within two years, from three to five years and
beyond five years were RMB6,637 million, RMB6,166 million
and RMB4, 125 million, respectively, as compared to RMB12,180
million, RMB8,672 million and RMB6,521 million respectively, as
of 31 December 2010.

The Group’s obligations under finance leases as of 31 December
2009 and 2010 were RMB19,370 million and RMB19,208
million, respectively. As of 31 December 2009, the Group’s
lease obligations payable within two years, from three to five
years and beyond five years were RMB4,219 million, RMB6,785
million and RMB8,366 million, respectively, as compared to
RMB4,381 million, RMB6,889 million and RMB7,939 million, as
‘of 31 December 2010.

The Group generally finances its purchase of aircraft through
finance leases and bank loans secured by its assets. As of 31
December 2010, the total value of the Group’s mortgaged
assets under certain loan agreements amounted to RMB20,800
million, representing an increase of 52.07% from RMB13,678
million as at the end of 2009.

(-
P

As of 31 December 2010, the Group’s loans comprised USD-
denominated loans of USD3,333 million, and RMB-denominated
loans of RMB16,494 miillion. Fixed-rate loans accounted for
16.80% of the total loans, and floating-rate loans account
for 83.2% of the total loans. As of 31 December 2009, the
Group's foans comprised USD-denominated loans of USD1,927
million, Euro-denominated loans of Euro12 million and RMB-
denominated loans of RMB12,064 million. Fixed-rate loans
accounted for 10% of the total loans, and floating-rate loans
account for 90% of the total loans.

As of 31 December 2010, the Group’s obligations under finance
leases comprised USD-denominated obligations of USD2,534
million, RMB-denominated obligations of RMB1,435 million
and Singapore dollar-denominated obligations of 194 million
Singapore dollars. The Group's finance leases are floating-rate
obligations. As of 31 December 2009, the Group's obligations
under finance leases comprised USD-denominated obligations of
USD2,578 million, RMB-denominated obligations of RMB1,765
million. Fixed-rate obligations accounted for 0.7% of the total
obligations under finance leases, and floating-rate obligations
accounted for 99.3% of the total obligations under finance
leases.

Details of the acquisition and disposals of subsidiaries and

associated companies in 2010 are set out in item 1 in the
session headed “Significant Events” in the Report of Directors.

China Eastern Airlines Corporation Limited | Annual Report 2010
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CAPITAL EXPENDITURES

According to the contracted agreements, as at 31 December
2010, we expect our capital expenditures for aircraft, engines
and related equipment to be in aggregate approximately
RMB96,263 million, including RMB16,671 million in 2011 and
RMB21,733 million in 2012, in each case subject to contractually
stipulated increase or any increase relating to inflation. We plan
to finance our capital commitments through a combination
of funds generated from operation, existing credit facilities,
bank loans, leasing arrangements and other external financing

arrangement.

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. Our 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 critical accounting
policies adopted and estimates made in the preparation of these
financial statements are identified are set forth in Note 4 to our

audited consolidated finapcial statements.
RISK ANALYSIS

* Interest rate fluctuation risk

The Group's total interest-bearing liabilities (including long-
term and short-term loans and finance leases payable) as
of 31 December 2009 and 2010 were RMB44,705 million
and RMB57,774 million, respectively, of which short-term
liabilities accounted for 32.34% and 30.03% respectively,
and part of the long-term interest-bearing liabilities were
liabilities with variable interest rates. Both were affected by

the fluctuation in current market interest rates.

The Group’s interest-bearing liabilities were mainly
denominated in US dollars and Renminbi. As of 31
December 2009 and 2010, the Group's liabilities
denominated in US dollars accounted for 68.81% and
67.18% of the total liabilities respectively, while the
liabilities denominated in Renminbi accounted for 30.94%
and 31.03% of the total liabilities respectively. The
fluctuations in the US dollar and the Renminbi interest
rates affected the Group's finance costs to a greater

extent.
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Exchange rate fluctuation risk

Since 21 July 2005, the Chinese government reformed
the Renminbi exchange rate system and established a
floating exchange rate system in which the exchange
rate would be adjusted and managed based on market
supply and demand with reference to a basket of foreign
currencies. The fluctuation in Renminbi exchange rate is
affected by the domestic and international economy, the
political situation and the currency supply and demand
of the currency, and thus the Renminbi exchange rate in
the future may therefore be different from the current
exchange rate to a greater extent.

The Group operates its business in many countries and
territories. The Group generates its revenue in different
currencies, and its foreign currency liabilities at the end of
the period are much higher than its foreign Currency assets.
The Group’s major liability item (purchases or leases of
aircraft) is mainly priced and settled in currencies such as
US dollars. In addition, fluctuations in exchange rates will
affect the Group's costs incurred from foreign purchases
such as aircraft, flight equipment and aviation fuel, and
take-off and landing charges in foreign airports. As of
31 December 2010, the Group's total interest-bearing
liabilities denominated in foreign currencies converted to
Renminbi amounted to RMB39,845 million, of which the
US dollar liabilities accounted for 97.41%. Therefore, in
circumstances with large fluctuations in exchange rates,
the exchange loss arising on the translation of foreign
currency denominated liabilities will be greater, which
in turn affects the profitability and development of the
Group. The Group usually uses hedging contracts for
foreign currencies to reduce the risks in exchange rates for
foreign currency revenue from ticket sales and expenses
which are to be paid in foreign currencies. Foreign
currency hedging mainly involves the sales of Japanese
Yen or the purchase of US dollars at fixed exchange rates.
As of 31 December 2010, the foreign currency hedging
contracts held by the Group which are still open amounted
to a notional amount of US$48 million (31 December
2009: US$82 million), which will expire between 2011 and
2017.

The Group recorded an increase in net exchange gains
during the reporting period. As of 31 December 2009
and 2010, the Group’s exchange gains were RMB95
million and RMB1,075 million, respectively. Due to the
large value of existing net foreign currency liabilities,
the Group's results will be adversely affected if the
Renminbi depreciates against the US dollar or the rate
of appreciation of the Renminbi against the US dollar
decreases in the future.



Review of Operations ard
Management's Discussion and Analysis

* Risk associated with the fluctuation of fuel
prices

Aviation fuel is one of the Group’s major costs of
operations. The Group's results of operations are to a
great extent affected by the fluctuation of fuel prices.
International fuel prices are mainly affected by the supply
and demand in the global market, and domestic fuel prices
are under supervision by such authorities as the National
Development and Reform Commission and CAAC. The
Group generally alleviates the pressure from the rise in
operating costs arising from the increase in aviation fuel by
imposing fuel surcharges.

In order to control fuel costs, the Group entered into fuel
hedging transactions using financial derivative products
linked to the price of underlying assets such as United
States WTI crude oil and Singapore jet fuel during previous
years. The Group can therefore limit its costs within a price
range by selecting suitable instruments. However, in case
of sharp fluctuation in aviation fuel prices, which exceeds
the pre-determined price range, it will give rise to loss in
reality as well as on books.

As of 31 December 2010, if the price of crude oil
increases by 5% as compared to the closing price on 31
December 2010, the fair value gain in respect of crude
oil option contracts on 31 December 2010 will increase
by approximately RMB24 million; if the price of crude oil
decreases by 5% as compared to the closing price on 31
December 2010, the fair value gain in respect of crude oil
option contracts on 31 December 2010 will decrease by
approximately RMB88 million.

In 2009 and 2010, the actual settlement volumes in
respect of hedging as a proportion to fuel consumption
in the whole year were 52.59% and 28.2% respectively.
In 2010, the Group did not enter into any new crude oil
option contracts. Those already signed in past years will be
settled by 31 December 2011.

(@
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POLICY IMPACT

On 13 April 2010, CAAC and the National Development and
Reform Commission of the People’s Republic of China ("NDRC")
jointly issued the (EIRNRMBEAMSESHE - ABREEES
FARIREEBAN) (Notice Regarding Prices for First-class Tickets
and Business Class Tickets on Domestic Civil Aviation Routes)
(hereinafter referred to as the (“Notice”). Pursuant to the
Notice, with effect from 1 June 2010, market-adjusted pricing
would be applied for first-class and business class tickets on
domestic civil aviation routes, the exact prices of which will
be determined by the respective carriers. On 2 July 2010, the
Group officially announced the new pricing proposal in respect
of its first-class and business class tickets on its domestic routes.
In future, the Group will also fine-tune the prices for its first and
business classes on a reasonable, appropriate and timely basis,
in accordance with market demand, nature of routes, price
sensitivity and competitive environment.

On 23 April 2010, the Ministry of Finance of China and the State
Administration of Taxation issued the (RBRIBEHZLiE®
AL ZBHBAND (Notice Regarding Exemption from Business
Tax for International Transportation and Services). Since the
passenger and freight transportation businesses of the Group
on international routes are within the applicable scope of such
notice, the revenue from the Group's passengers and freight
transportation business on international routes are exempt from
business tax with effect from 1 January 2010.

HUMAN RESOURCES

As of 31 December 2010, the Group had 57,096 employees,
the majority of whom worked in the PRC. The Group’s
employee compensation is primarily composed of basic salary
and performance-based bonus. There were no material labor
disputes between the Group and its employees and the Group
did not experience a significant loss of employees or encounter
any major difficulties in recruiting new employees.

TAXATION

The Company is subject to income tax at the rate of 22%
(2009: 20%). Our effective tax rate, however, may be higher
than the rate of 22% because some of our subsidiaries were
incorporated in jurisdictions where the applicable income tax
rate is 25% rather than 22%. We had carried forward tax losses
of approximately RMB9,855 million as of 31 December 2010
(2009: RMB16,223 million), which can be used to set off against
future taxable income between 2011 and 2014.
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The Board is pleased to present the audited financial report of the Group for the year
ended 31 December 2010.

GROUP ACTIVITIES AND RESULTS

The Company is one of the three largest air carriers in the PRC based on tonnekilometres
and number of passengers carried in 2010 and is the important local-based airlines
serving Shanghai, the “International Financial Centre” and the “International Shipping
Centre” of the PRC. The results of the Group for the year ended 31 December 2010
and the financial position of the Company and the Group as at that date, prepared
in accordance with IFRS and PRC Accounting Standards, are set out in the financial
statements.

Details of the Company's principal subsidiaries are set out in note 22 to the finandial
statements of the Group prepared in accordance with IFRS.

The geographical analysis of the Group’s revenue from its business is as follows:

U435

EFREHREAKERE-F-TF+ A
=t—HIEFE - BERZUMBEES -

FEERRES

RE-Z-ZFURARARRMERET A BGH
8 RRAREFBAZRHKAMELAZ— - B
L ERB R LS ERERS L) NERRES
DIEFRNEREMMRERR - REBIRERGH
BEEMRTPEARKNBEGHEAGRIBE
—E-EFEST_A=T-BULFEESE  RFD
RIRAEERZAZM AR - ASHABERE -

BHRARRZERMBARZFE  FL2HEE
BERIEERM G S LR R 2 M H|RTRD -

TRIIGMARE S B EEERA -

PRC Accounting

Standards IFRS
hE AR ERRR BN S
SR HE%R
RMB'000 RMB'000
AR¥TFT AREFT
Domestic FEER 51,060,489 49,692,210
Regional (Hong Kong, Macao and Taiwan) _ EGERS) 3,900,952 3,900,952
International [ 19,996,667 20,210,497
Total st 74,958,108 73,803,659

DIVIDENDS BRE

According to the financial statements prepared in accordance with PRC Accounting
Standards, the Company recorded a net profit of RMB5,380 million for the year 2010,
and the total accumulated losses of the Company as at 31 December 2010 amounted
to RMB11,352 million. The Board does not recommend payment of any dividend for the
financial year ended 31 December 2010.

SHARE CAPITAL STRUCTURE

As at 31 December 2010, the share capital structure of the Company is set out as
follows:

BREFEARKNES I EURHOMNERE -
RATZB—FERFFNEAARKES380E T -
BE-_Z-EF+-A=+—8 " RHEBEEABA
R¥13528T - EFERFTRFPE-_F—F
F+ZA=+—BULMFERSR -

RAEE

BE-E-BH+A=+-BARARALHE
T

Approximate
Total number percentage of
of Shares shareholding (%)
REGEH K944 IR BB (%)
1. Ashares AR
(a) Listed shares with trading moratorium @) ERSHFEERER 5,120,263,860 45.41
(b) Listed shares without trading moratorium ~ (b)  #EPR & (&4 AR 2,661,950,000 23.60
2. Hshares - H AR 3,494,325,000 30.99
3. Total number of shares R&ipiasE

11,276,538,860 100.00
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NUMBER OF SHAREHOLDERS

As at 31 December 2010, the total number of registered shareholders of the Company
was 270,738, of which 270,041 are holders of A shares and 697 are holders of H
shares. ’

SUBSTANTIAL SHAREHOLDERS

So far as the directors of the Company (the “Directors”) are aware, each of the
following persons, not being a Director, chief executive, supervisor of the Company
or member of the Company's senior management, had, as at 31 December 2010, 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 "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 2010, interested in 5% or more of any class of the then issued share
capital of the Company, or was otherwise, as at 31 December 2010, a substantial
shareholder (as defined in the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules")) of the Company:

(-
T

R SRAAR

RZE—ZEF+-A=+—8 ' A275LEm
HIARR B 85270,738F + ErRARRARER270,0415 -
HARAR 6975 -

FTERR

BARREBER(EEDRA - UTAHEIEART
EE - THER ZELRESREBAS - mMH=
F-EFET_AZ+-BREAQAAIKRGHKIEH
B (RFERTE) R ERIEEH RS K
(MRFRMEHS ) EXVBBE RIS BEALRD
ARBEEGARSMAERAT (BN RER
RAXBNES R/ IREHAL  HABR
F-RE+ A+ REARE EREEER
EBETRARFE %I LERZHAL - KXAF
R_B-FF+_A=+—BNHBEERR(E
BRABRBERIRARADES LHRRT L
mHRAUL)

Percentage of Percentage of Percentage of

shareholding in shareholding in shareholding in
the Company's the Company’s the Company's

Nature of Number of total issued total issued total issued
Name of shareholders shares held shares held  share capital A shares Hshares Short position
CRITEARE BRTAREH CRTHREH
RRERE ) R85 FERE HIRRAE B B9 B E L R R RE L B RE
China Eastern Air Holding Company Ashares 4,831,375,000 42.84% 62.08% - -
("CEA Holding")
PRRSMEEE DA AR%
(MREEE])
CEA Holding (Note 1) H shares 1,927,375,000 17.09% - 55.16% -
RANVERE (HaE1) HAR
HKSCC Nominees Limited H shares 3,474,568,399 30.81% - 99.43% -
(Notes 2 to 3)
BERTREH(RBA)ERAF] HAR
(HfF223)
Notes: Bt -

Based on the information available to the Directors as at 31 December 2010 (including such
information as was available on the website of the Hong Kong Stock Exchange) and so far as they
are aware of and understand, as at 31 December 2010:

1. Such H shares were held by RATEIBRI%AR (Z78) BB 22 & (CES Global Holdings (Hong
Kong} Limited) (“CES Global”), in the capacity of beneficial owner, which in turn was

100% held by CEA Holding.

2. Among the 3,474,568,399 H shares held by HKSCC Nominees Limited, 1,927,375,000 H
shares (representing approximately 55.16% of the Company’s then total issued H shares)
were held by CES Global in the capacity of beneficial owner, which in tum was owned as to

100% by CEA Holding.
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Among the 3,474,568,399 H shares held by HKSCC Nominees Limited, JPMorgan Chase
& Co. had, through controlled corporations, an interest in an aggregate of 211,087,976 H
shares (representing approximately 6.04% of the Company's then total issued H shares).
JPMorgan Chase & Co. had interest in the aforesaid 211,087,976 H shares of the Company
in manner as follows:

(a) 233,976 H shares (representing approximately 0.01% of the Company’s then total
fssued H shares) were held by 1.P. Morgan Securities Ltd. in the capacity of beneficial
owner, which in turn was 98.95% held by J.P. Morgan Chase International Holdings,
which in turn was 100% J.P. Morgan Chase (UK) Holdings Limited, which in turn
was 100% held by J.P. Morgan Capital Holdings Limited, which in turn was 100%
held by J.P. Morgan International Finance Limited, which in tum was 100% held by
Bank One International Holdings Corporation, which in turn was 100% held by 1P,
Morgan International Inc.,, which in turn was 100% held by JPMorgan Chase Bank,
N.A.,, which in turn was 100% held by JPMorgan Chase & Co.;

- (b) 60,732,000 H shares (representing approximately 1.74% of the Company’s then

total issued H shares) were held by JF Asset Management Limited in the capacity of
investment manager, which in turn was 100% held by JPMorgan Asset Management
(Asia) Inc., which in turn was 100% held by JPMorgan Asset Management Holdings
Inc., which in turn was 100% held by JPMorgan Chase & Co.;

() 98,500,000 H shares (representing approximately 2.82% of the C: ompany’s then
total issued H shares) were held by JPMorgan Asset Management (Singapore) Limited
in the capacity of investment manager, which in turn was 100% held by JPMorgan
Asset Management (Asia) Inc., which in turn was 100% held by JPMorgan Asset
Management Holdings Inc., which in turn was 100% held by JPMorgan Chase & Co.;
and

(d) 51,622,000 H shares (representing approximately 1.48% of the Company’s then
total issued H shares) were held in lending pool by JPMorgan Chase Bank, N.A. in
the capacity of approved lending agent, which in turn was 100% held by JPMorgan
Chase & Co..

Among the 3,474,568,399 H shares held by HKSCC Nominees Limited, JPMorgan Chase
& Co. also had, through controlled corporations, a short position in an aggregate of
233,976 H shares (representing approximately 0.01% of the Company’s then total issued
H shares). Such short position of 233,976 H shares were held by J.P. Morgan Securities Ltd.
in the capacity of beneficial owner, which in turn was 98.95% held by J.P. Morgan Chase
International Holdings, which in turn was 100% J.P. Morgan Chase (UK) Holdings Limited,
which in turn was 100% held by J.P. Morgan Capital Holdings Limited, which in turn was
100% held by J.P. Morgan International Finance Limited, which in turn was 100% held by
Bank One International Holdings Corporation, which in turn was 100% held by J.P. Morgan
International Inc., which in turn was 100% held by JPMorgan Chase Bank, N.A., which in
turn was 100% held by JPMorgan Chase & Co..

~
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BEBPREE(RBA)ERRAGBES
3,474,568, 399A%HARF + JPMorgan Chase & Co.iBiB:FHE
BEEE S 211,087,976 B8HIR (IBE VAR TE
BFE BFTHAR 40 88496.04% ) » JPMorgan Chase & Coi%
T3Y7 B HTIR211,087,976 RHERIE RS -

@)  233976BRHER (HE RA RG] B BITHR
ABE#90.01% ) H1.P. Morgan Securities Ltd A&
BREAZIE - 1#EH).P. Morgan Chase
International Holdings#§%598.95% + #%&).P.
Morgan Chase (UK) Holdings Limited#$ % 100% -
#% & #).P. Morgan Capital Holdings Limited} %
100% + #%# d3).P. Morgan International Finance
Limited$$ 75 100% - # & H1Bank One International
Holdings Corporation#§ % 100% + 1% & H#J.P.
Morgan International Inc. # 5 100% * 14 % &
JPMorgan Chase Bank, N.A.J5100% + 14 &8
JPMorgan Chase & Co.#$ 5 100%,

(b)  60,732,0008R HAR (15 R 2 51 % 85 B B17H
FRABEH91.74% )EIF Asset Management Limited
KRELIL 113 H - #FHBIPMorgan Asset
Management (Asia) Inc. ¥ 5 100% - # £ &
IPMorgan Asset Management Holdings Inc. 4%
100% + 1% B1JPMorgan Chase & Co.5 2 100%;

(c)  98500,0008RHAR (1B ERA L EE b 2 BITH
BRAG##92.82% ) E1IPMorgan Asset Management
(Singapore) Limited A IR BAETE B (7135 - 1£
EIPMorgan Asset Management (Asia) Inc.#%
B100% - t£% #1/PMorgan Asset Management
Holdings Inc.#$7100% - #% 2 B2JPMorgan Chase
&CofFH100% i B

(@) 51,622,0008HR (FBERE LB E B EETH
ARABE#)1.48% ) B8 JPMorgan Chase Bank, N.A.JA
BEERAAES DIFETRLIEY - 65
HIPMorgan Chase & Co. 375 100% ©
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F5598.95% - 1% H).P. Morgan Chase (UK) Holdings
Limited}$ % 100% - % £59).P. Morgan Capital Holdings
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REEGRAIEXVEELRIN MWIEXMARARRE
B FTRER o

Save as disclosed above, based on the information available to the Directors and so far
as they are aware, as at 31 December 2010, among the 3,474,568,399 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
disclosed to the Company and the Hong Kong Stock Exchange under the provisions of
Divisions 2 and 3 of Part XV of the SFO.
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According to the relevant disclosure requirements laid down by the China Securities
Regulatory Commission (“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 the Company and their respective shareholdings are as follows:

The 10 largest registered shareholders of the Company and their respective

shareholdings:

RETRELEEEEZES((FERETDHN
FRBREAT  BEHR  AQARBIRRRA
MAT10R R BARR RATI0R B IRBRHBRTIFR

BERET

RABFN0R L BRRISAIER -

Increase/
(Decrease) in  Shareholding Charged or
shareholding  atthe end of  Percentage locked-up  Nature of
Name of shareholders in the year the year (%)  Type of shares shares  shares held
B
FX 47 REER
REEM FEREH BREE (%) RBEE RogE BROME
1 CEA Holding 0 4,831,375,000 42.84  Listed (all subject to Nil: A shares (subject to
RAEE moratorium) i moratorium}
ERB(2BAER ARR(BRE)
£R)
2 HKSCC NOMINEES LIMITED 3,498,360  3,474,568,399 30.81  Listed (1,437,375,000 Unknown  H shares (1,437,375,000
(including CES Global) shares held by CES R shares held by CES
HKSCC NOMINEES LIMITED Global are subject to Global are subject to
(S MBI moratorium) moratorium)
BiRB(HPRM HIR (A RA
Bl RE R0 B SES
1,437,375,0008% 1,437,375,0008% &
BRER) RER)
3 Shanghai Alliance investment 427,085,429 427,085,429 379  Listed Unknown A shares
Limited _ Bl KA AR
LEMMREFRAR
4 China National Aviation Fuef 0 421,052,632 373 listed Unknown A shares
Holding Co. Bitil xHE AR
hEMERFEEAR
5 Jin Jiang International Holdings 400,334,918 400,334,918 3.55  listed (288,888,860 Unknown A shares
Company Limited shares are subject to KA AR
ITEB(EE)BRAA moratorium)
2E(Es
288,888,860
RRER)
6  Aerospace Capital Holding 111,437,735 99,088,580 0.88  Listed Unknown A shares
Co. lud. Bl K AR
MRRRIERBRAR
7 Sinotrans Air Transportation 0 83,157,894 0.74  Llisted Unknown A shares
Development Co. Ltd. CiRa RE ARR
PINEEERRRH
BRAR
8  BoserafBEIERES 60,000,000 60,000,000 0.53  Listed Unknown A shares
BEES Biiid KA AR
BREELERESREES
9 Industrial and Commercial Bank of 27,753,888 27,753,888 0.25  Listed Unknown A shares
China Limited —Harvest: & [wiy ) XH AR
HEHRERIES
R BT A RITRID
ARAR-EETAH
PHBREUEFREES
10 Bank of China Group Investment 21,997,755 21,997,755 0.2 Listed Unknown A shares
Limited Bkl KE ABR
PIREREIREBR 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

049

AT B8R ARBRRRSRER

Shareholding
of listed stocks

at the end Nature of
Name of shareholders of the year shares held
FREE
BRRAR REBRNEE BE
1. HKSCC NOMINEES LIMITED (including CES Global) 2,037,193,399 H shares
FEPREE(REBAERAR(BSHMEE) HAR
2. Shanghai Alliance Investment Limited 427,085,429 A shares
LB EERAR ARR
3. China National Aviation Fuel Holding Co. 421,052,632 A shares
R 2R A ) AR
4. lin Jiang International Holdings Company Limited 111,446,058 A shares
BIRER(EBE)ARAR AR%
5. Aerospace Capital Holding Co. Ltd. 99,088,580 A shares
MARIREIERER AT ARR
6. Sinotrans Air Transportation Development Co. Ltd. 83,157,894 A shares
PINETEBRRERDERAT] ARR
7. BoserafEEIEREHFVEES 60,000,000 A shares
EREEISRBFREES ARR
8. Industrial and Commercial Bank of China Limited — Harvest== RBf &) /) IR = #0755 27,753,888 A shares
REES

TRIBRTROERAR -BETAFHIRBREHITEES AR

9. Bank of China Group Investment Limited 21,997,755 Ashares
RIREEIRERRAT ARR
10.  China Construction Bank—BoserafBEIE R RSB HFIREE S 21,899,824 A shares
PRERRIRT —EREERRAKESRERS AR

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 RMB11,780,365,000. Mr. Liu Shaoyong is the legal representative of CEA Holding.
CEA Holding's scope of business includes the management of all state-owned assets
and state-owned equity of its group and its investment enterprises which are formed
by state investment. As at 31 December 2010, no share of the Company held by CEA
Holding was pledged.

A 10 A REARE B R VRR A - ARFRE L
B AR AR 2 P AR R R S — BT B RRME -

ERBRRERNA
FOFNMERRRAERFERREEE -

RMEBRAATNNTAF - IWERBARE
11,780,3650007% ' EERKRABIRE L - &
EEE: SEEEARNRERECEPHERE
BERNEHBREREMEERE BE-_T—
BF+ZA=1+—B  %RAREELALRNRE
REBERESR -
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PURCHASE, SALE OR REDEMPTION OF SECURITIES

Save as otherwise disclosed, during the year ended 31 December 2010, neither the
Company nor any of its subsidiaries 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 Stack 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”), but also Hong Kong laws and regulations, including the Listing Rules,
the Companies Ordinance and the SFO, as well as applicable U.S. Federal securities
laws and regulations, including the U.S. Securities Exchange Act of 1934, as amended,
and the Sarbanes-Oxley Act of 2002. Based on NYSE's listing standards, the NYSE
imposes a series of corporate governance standards for companies listed on the
NYSE. However, the NYSE permits foreign private issuers to follow their respective
“home country” practices and grants waivers for compliance with certain corporate
governance standards. One of the conditions for such waiver is for the foreign private
issuer to disclose in its annual report how the corporate governance practices in its
“home country” differ from those required of U.S. companies under the NYSE listing
standards.

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.S.
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 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 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 four independent Directors
out of a total of nine 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. The establishment of the Nomination Committee was considered
and resolved and its charter was passed at the third regular meeting of the fifth session
of the board of the Company held on 28 April 2009. The merging of the Nomination
Committee and the Remuneration and Appraisal Committee into the Nomination and
Remuneration Committee was agreed at the 36th ordinary meeting of the fifth session
of the Board of the Company held on 19 March 2010 and the “Working Rules of the
Nomination and Remuneration Committee” was passed. The Nomination and
Remuneration Committee consists of three members, two of which are independent
non-executive Directors of the Company. 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 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.
Under the Listing Rules, a majority of the members of the remuneration committee must
be independent non-executive directors. The merging of the Nomination Committee and
the Remuneration and Appraisal Committee into the Nomination and Remuneration
Committee was agreed at the 36th ordinary meeting of the fifth session of the Board of
the Company held on 19 March 2010. The Nomination and Remuneration Committee
of the Company is composed of two independent non-executive Directors and one
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 exists, which require the Company to offer new shares to its 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 2010 maintained the refevant applicable minimum percentage of
listed securities as prescribed by Rule 8.08(1)(a) of the Listing Rules.
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SHAREHOLDINGS 6F DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT

Names, relevant information of and shares held by the Directors, the Supervisors and
members of senior management of the Company as at 31 December 2010 are as

B EBREREEBEABRERER

ARRABRE—Z-—EF+_A=+—BEF =
FERAREEAGSHSE  HEHRHERER W

follows: T
Number of listed
A shares of Capacity in
the Company which the
held - personal A shares Effective date and expiry
Name Position Age interest were held date of appointment
s AR RBAR
e B FER BB —EAfES FRZAR & 13 IR
Liu Shaoyong Chairman 52 0 - 2010-6-28 — 2013-6-28
2] BER
Li Jun Vice Chairman 58 0 - 2010-6-28 — 2013-6-28
x =B BERK
Ma Xulun Director, President 47 0 - 2010-6-28 — 2013-6-28
SAfm HE  pRR
Luo Chaogeng " Director 61 6,600 (Note 1) Beneficial Owner 2010-6-28 — 2013-6-28
BEAR =2 (3##1) BEHEEA
Luo Zhuping Director, Company 58 11,616 (Note 2)  Beneficial Owner 2010-6-28 - 2013-6-28
BERT Secretary (3#2) ERBEEA
BE  QAWE
Sandy Ke-Yaw Liu  Independent non-executive 63 0 - 2010-6-28 — 2013-6-28
B Director
BUFNTES
Wu Xiaogen Independent non-executive 45 0 - 2010-6-28 — 2013-6-28
REER Director
BUIFRTES
Ji Weidong Independent non-executive 54 0 - 2010-6-28 — 2013-6-28
FRIR Director
WY JEMITES
Shao Ruiging Independent non-executive 54 0 - 2010-6-28 — 2013-6-28
a3 Director
BIUFFNITES
Liu Jiangbo Chairman of the Supervisory 61 0 - 2010-6-28 — 2013-6-28
2K Committee
EEZET/E
Xu Zhao Supervisor 42 0 - 2010-6-28 — 2013-6-28
* B BE
Yan Taisheng Supervisor 57 0 - 2010-6-28 - 2013-6-28
RS BE
Feng Jinxiong Supervisor 49 0 - 2010-6-28 — 2013-6-28
Vg3 BE
Liu Jiashun Supervisor 54 3,960 (Note 3)  Beneficial Owner 2010-6-28 — 2013-6-28
BIRIE BE=x (;F#3) EHEFA
Zhang Jianzhong Vice President 56 0 - 2010-6-28 — 2013-6-28
Rz BlEE
Li Yangmin Vice President 48 3,960 (Note 3)  Beneficial Owner 2010-6-28 — 2013-6-28
FRR Bliasge (:1783) EnlaA
Zhao Jinyu Vice President 54 0 - 2010-6-28 — 2013-6-28
HER Bl i
Tang Bing Vice President 44 0 - 2010-6-28 - 2013-6-28
B E Blggie
Wu Yongliang Chief Financial Officer 43 3,696 (Note 4)  Beneficial Owner 2010-6-28 — 2013-6-28
RKKR gt (#F#4) EaHEEA
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Note 1:  representing approximately 0.000059% of the Company’s total issued shares as at 31
December 2010

Note 2. representing approximately 0.0001% of the Company'’s total issued shares as at 31
December 2010

Note 3;  representing approximately 0.000035% of the Company’s total issued shares as at 31
December 2010

Note 4:  representing approximately 0.000033% of the Company’s total issued shares as at 31
December 2010

As at the date of this report and in 2010, brief biographical details in respect of each
of the Directors, Supervisors and senior management officers of the Company are as
follows:

Mr. Liu Shaoyong is currently the Chairman of the Company and Deputy Party Secretary
and General Manager of CEA Holding. Since Mr. Liu joined the civil aviation industry in
1978, he has been appointed the Deputy General Manager of China General Aviation
Corporation, Deputy Director of Shanxi Provincial Civil Aviation Administration, General
Manager of the Shanxi Branch of the Company, and Chief of the Flying Model Division
of the Civil Aviation Administration of China (the “CAAC"). Mr. Liu served as General
Manager of the Company from December 2000 to October 2002, Vice Minister of the
CAAC from October 2002 to August 2004, General Manager of China Southern Air
Holding Company from August 2004 to December 2008, Chairman of directors of China
Southern Airlines Co., Ltd (H share stock code: 1055) from November 2004 to December
2008. Since December 2008, Mr. Liu has been appointed Deputy Party Secretary and the
General Manager of CEA Holding, and has just become the Chairman of the Company
since 3 February 2009. Mr. Liu graduated from the China Civil Aviation Flight College
and achieved an EMBA degree of Tsinghua University in 2005. Mr. Liu holds the title of
First Class Pilot. He is currently the Director General of China Air Transport Association,
the Director of International Air Transport Association and the Director of Association for
Relations Across the Taiwan Straits.

Mr. Li Jun is currently the Vice Chairman of the Company and the deputy general
manager 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 the deputy general manager and the party secretary of CEA holding and
has served as Vice Chairman of the Company since June 2007. 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 senior political work instructor and Economist.
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Mr. Ma Xulun is currently a Director, the President and the Deputy Party Secretary
of the Company, the Deputy Party Secretary of CEA Holding. Mr. Ma joined the civil
aviation industry since 1997. He has been appointed Deputy General Manager of China
Commodities Storing and Transportation Corporation, Deputy Director General of
Finance Department of the CAAC, Vice President of Air China International Corporation
Limited. In 2002, after the restructuring of civil aviation industry he was appointed the
Vice President of the general affairs of Air China International Corporation Limited. Later
on, Mr. Ma served as President and Deputy Party Secretary of Air China International
Corporation Limited (stock code: 753) from September 2004 to fanuary 2007. Mr. Ma
became a Party member of China National Aviation Holding Company from December
2004 to December 2008, and Deputy General Manager of China National Aviation
Holding Company from January 2007 to December 2008. Since December 2008, Mr.
Ma started working as General Manager and Deputy Party Secretary of the Company
and Deputy Party Secretary of CEA Holding. Since 3 February 2009, Mr. Ma has become
a Director of the Company. Mr. Ma Xulun became a director of Ff B &iEfiZe
MR 2x ] (China Cargo Airlines Co., Ltd.) (a subsidiary of the Company) with effect
from 4 January 2009 and became the chairman of such company with effect from 5
January 2009. Mr. Ma is also a director and the chairman of EEMEERAT
(Shanghai Airlines Co., Ltd.) (a subsidiary of the Company). Mr. Ma graduated from
Shanxi University of Finance and Economics and Huazhong University of Science and
Technology. Mr. Ma holds a master degree and is a qualified accountant,

Mr. Luo Chaogeng is currently a Director and the party constitution member and deputy
general manager of CEA Holding. 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 secretary 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 served concurrently as the general manager of Yunnan Airlines of CEA Holding.
From September 2004 to the present, he has been the party constitution member and
the deputy general manager of CEA Holding, and from September 2004 to October
2006 was President and deputy party secretary of China Eastern Airlines Corporation
Limited. Mr. Luo serves as a non-executive directors of TravelSky Technology Limited (H
share stock code: 696) from 3 March 2009. From September 1998 to June 2001, Mr.
Luo attended the postgraduate course in economics and management for incumbent
teading cadres of Shaanxi Province at the Central Party School. Mr. Luo has first class
competency in flight mechanics.
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Mr. Luo Zhuping is currently a Director and the Company Secretary. Mr. Luo joined
CEA in 1988. He was deputy chief and then chief of the enterprise management
department and deputy head of the share system office of China Eastern Airlines from
1992 to 1997. In 1997, he became the secretary of the board of China Eastern Airlines
Corporation Limited and, from 1997 to 2008, also served as the head of the secretariat
of the board of the Company. 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. Luo has been responsible for joint-stock reform
and capital management of the Company since 1993.

Mr. Sandy Ke-Yaw Liu was appointed as an Independent Non-executive Director of the
Company in June 2009. Mr. Liu joined the civil aviation industry in Taiwan since 1969.
He has served in China Airlines (& /& % 125 2 7]) as Airport Manager in Honolulu
Airport, Marketing Director for the Americas, General Manager for Hawaii District,
Regional Director for Europe, Director of Corporate Planning and Director of Marketing
Planning respectively in its Corporate Office Taiwan. He also served as Vice President for
Market and Sales in 1993 and Executive Vice President for Commercial since 1996, and
was promoted to President in 1998. Additionally, Mr. Liu had served as Board Director
in Taiwan Mandarin Airlines (& &ZE{=fi25), Taiwan Far Eastern Air Transport (&2
SRIEMZE), Taiwan China Pacific Catering Service (& /422 jE 25 &), Taiwan Taoyuan
International Airport Service Company (& &k E SN EHARFE A 7)) and the Chairman
of the Board of Taiwan Air Cargo Terminal (& = ZE &R 2 7). In 2001, he moved
to Hong Kong to join Expeditors International of Washington, Inc. a global logistics
company as the Chief Operating Officer for Asia Region. Mr. Liu graduated from Taipei's
Shih-Shin University (& &t 37KX£2) and attended advanced study program in
Stanford University in the United States in 1990 and 1993 respectively.

Mr. Wu Xiaogen was appointed as an Independent Non-executive Director of the
Company in March 2010. Mr. Wu was the assistant to general manager and the deputy
general manager of the securities business department of China Jingu International
Trust Investment Company Limited (B £ BB (AR EBRE LA ) from
April 1998 to March 1999, the deputy general manager of the securities management
department and the general manager of the institutional management department of
China Technology International Trust Investment Company (- B FHE B35
&2 7A]) from March 1999 to July 2000, the head of the audit teaching and research
unit and the vice president of the School of Accountancy of Central University of Finance
and Economics (AR5 BA4& A< £3) from July 2000 to November 2004. He has been the
chief accountant of China First Heavy Industries (7 8 58 — S Y # 4% £ Bl /X R)) since
November 2004. He has been professional director for central enterprises since june
2010 and holds the title of researcher. Mr. Wu is also a director of Chinese Institute of
Certified Public Accountants and a member of the moral code committee of Chinese
Institute of Certified Public Accountants. Mr. Wu was appointed as an independent non-
executive director of China Petroleum & Chemical Corporation, a company listed on the
Stock Exchange, with effect from 18 May 2010. Mr. Wu graduated from the Department
of Economics and Management of Central University of Finance and Economics (s 52
B4 K £2) in 1997 and obtained a doctoral degree in Economics.
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Mr. Ji Weidong was appointed as an Independent Non-executive Director of the
Company in March 2010. Mr. Ji graduated from the Department of Law of Peking
University (JL ;X A28) in 1983 and obtained a bachelor's degree in law. Mr. Ji
completed his master’s and doctoral degree courses at the graduate school of Kyoto
University, Japan from April 1985 to March 1990. From September 1991 to July
1992, he was a visiting scholar at Stanford Law School, the USA. He obtained his
doctoral degree in law from Kyoto University, Japan in January 1993. From April 1990
to September 1996, Mr. Ji was an associate professor at the School of Law of Kobe
University, Japan. From October 1996 to March 2009, he was a professor at the School
of Law of Kobe University, Japan. Since 2008, he has been the dean and professor
of Koguan Law School of Shanghai Jiaotong University. He is currently an honorary
professor at Kobe University, Japan.

Mr. Shao Ruiging is currently an Independent Non-executive Director of the Company,
the deputy head of the Shanghai Lixin University of Commerce (-8 7 (S & st8
F) and a professor in accounting, and also a professor and a mentor to doctoral
students in Shanghai Maritime University (17883 K 23). He taught at Shanghai
Maritime University and has been deputy dean and dean of the School of Economics
and Management. For the period from March 2004 to date, he has been deputy dean
in Shanghai Lixin University of Commerce. Mr. Shao graduated from Shanghai Maritime
University, Shanghai University of Finance and Economics (/& 8448 X &) and Tong
i University ([&])7%:A 22) obtaining his bachelor’s degree in economics, master's degree
and doctoral degree in management. Mr. Shao has engaged in the teaching, research
and practice of the accounting profession for a long time, and has spent two and a
half years studying and being senior visiting scholar in the U.K. and Australia. He is
well-versed with internal control, IFRS and standards for risk management for foreign
enterprises. Mr. Shao is an independent director of SAIC Motor Corporation Limited
and external supervisor of China Merchants Bank Co., Ltd. Mr. Shao was awarded
spedial allowance by the State Council of the PRC in 1995. He is currently a consultative
committee member of the Ministry of Communications of the PRC, as an expert in
finance and accounting.

Ms. Liu Jiangbo is currently the chairman of the supervisory committee of the Company
(the "Supervisory Committee”), and a party member, deputy general manager,
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 Civif 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 from
1985 to 1987, deputy director of the personnel department of the Traffic Control
Bureau of the Aviation of China from 1987 to 1990, supervisor to the Civil Aviation
Administration of China appointed by the Supervisory Bureau of China from 1990
0 1994, deputy director of the transportation division of CAAC from 1994 to 2000,
secretary of the committee of C.P.C. and vice president of Yunnan Airlines Corporation
Limited from 2000 to 2002, and the party member, deputy general manager and has
been serving as the head of the disciplinary examination committee of CEA Holding
since 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.
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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 the end of 2006. 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 November 2006, Mr. Xu has
served as the chief accountant in CEA Holding. Mr Xu was appointed as an independent
non-executive director of Yingde Gases Group Company Limited (Stock code: 2168), a
company listed on the Stock Exchange, with effect from 12 September 2009. 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 qualified as
an engineer and an accountant, and is a certified public accountant in the PRC.

Mr. Yan Taisheng is currently a Supervisor and the Vice Chairman of the Labour Union
of the Company. Mr. Yan joined the civil aviation industry in 1973, and has served in
the Command Centre and the General Office of Shanghai Civil Aviation Administration
Bureau. From 1990 to 1993, he served as the Chief of the Secretarial Section in the
General Office of China Eastern Airlines Company. He served as the Manager of
Shanghai Civil Aviation Dong Da Industry Company ( =38 RANEE AT 2 /2 7)) from
1993 to 1998 and was the Deputy Director of General Office of the Labour Union of the
Company from 1998 to 2002. From 2002 to 2005, he served as the Director of General
Office of Labour Union of the Company. He has been the Vice Chairman of the Labour
Union and the Director of the General Office of the Labour Union of the Company since
2005. He has been a supervisor of the Company since March 2009. Mr. Yan graduated
from East China Normal University.

Mr. Feng Jinxiong is currently a Supervisor and general manager of Audit Department
of the Company. Mr. Feng joined the civil aviation industry in 1982, and has served in
the Planning Department of Shanghai Civil Aviation Administration Bureau as well as
the Planning Department of China Eastern Airlines Company. He served as the Deputy
Director of the Planning Department of China Eastern Airlines Company from 1992 to
1997, the Director of the Planning Department of the Company from 1997 to 1998, the
Director of the Finance Department of China Eastern Air Holding Company from 1998
to 2000. He was the Deputy Chief Accountant of China Eastern Air Holding Company

from 2000 to 2001, the Manager of the Human Resources Department of the Company -

from 2001 to 2003, the Party Commitiee Secretary and Vice President of China Eastern
Air Jin Rong Company (SRffi€ 722 7]) from 2003 to 2005, the Party Committee
Secretary and Deputy General Manager of the Shanghai Ground Service Department
of the Company from 2005 to 2007, as well as the President and the Deputy Party
Committee Secretary of the China Eastern Airlines Wuhan Co., Ltd. from 2007 to 2009.
Since February 2009, he has been the General Manager of the Audit Department of
the Company. He has been a supervisor of the Company since March 2009. Mr. Feng
graduated from the Civil Aviation University of China and the Graduate School of the
Chinese Academy of Social Sciences, holding a master degree.
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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 chaitman of the board and president
of XZEEAFMA . From 1999 to 2007 he was deputy party secretary, and
subsequently the secretary of the disciplinary committee of China Aviation Fuel Fast
China Company and he served as the general manager of @A RAR A ]
from 2006 to March 2009. Since October 2009, Mr. Liu serves as the party secretary of
PR EIf Ze R Bl EE R A) (China Aircraft Fuel Huadong Company). 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 1990 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 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.

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 (FR#%4E (SBREER), head of technology office and
secretary of the workshop branch of Northwest Company (FF1tff 222 &)). From
October 1996 to June 2002, he was the deputy general manager of the aircraft
maintenance base and the manager of air route department (f£83F) of Northwest
Company (Fa3LAZE X R)). 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 a vice president of the Company. Mr. Li graduated
from North Western Polytechnical University, holding a master degree. He is a qualified
senior engineer.
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Mr. Zhao Jinyu is the Company's Vice President. Mr. Zhao joined the civil aviation
industry in 1978. From November 1995 to March 1998, he was a deputy director and
director of the Flying Safety and Technology Department of China General Aviation
Corporation. From March 1998 to May 1999, he was the General Manager of the
Flying Aviation Department of the Shanxi Branch of the Company. From May 1999 to
January 2000, he was the Vice President of the Shanxi Branch of the Company. From
January 2000 to January 2004, he was the General Manager of the Hebei Branch of the
Company. From January 2004 to May 2008, he was the General Manager and Deputy
Party Secretary of the Anhui Branch of the Company. From May 2008 to July 2008, he
was the Managing Vice President and Deputy Party Secretary of the Yunnan Branch of
the Company. From July 2008 to December 2009, he has been the General Manager
and Deputy Party Secretary of the Yunnan Branch of the Company. Mr. Zhao graduated
from the China Civil Aviation Flight College for professional flying and holds the title of
Second Class Pilot (= & 77 B B:7E).

Mr. Tang Bing is the Company’s Vice President. Mr. Tang joined the civil aviation
industry in 1993. From April 1997 to October 1999, he served as a deputy manager of
the Engineering Technology Division under the Aircraft Engineering Department of &
B Az AR R) (China Southern Airlines Company Limited). From October 1999
to May 2003, he was the deputy director of the Business Development Department
of BN R HEIE TIRER A7) (Guangzhou Aircraft Maintenance Engineering
Co., Ltd.), and the vice director of its Accessories Business Centre. From June 2003
to December 2005, he was vice president of BEEER TR FILBIEHIR AT
{MTU Maintenance Zhuhai Co., Ltd.). From December 2005 to March 2007, he served
as the office director of China South Airlines Holding Company. From March 2007 to
December 2007, he was the president and vice party secretary of EEEMZ=AR D 5]
(Chongging Airlines Company Limited). From December 2007 to May 2009, he served
as the chief engineer and general manager and a deputy party secretary of the Aircraft
Engineering Department of China South Airlines (H share stock code: 1055). From May
2009 to December 2009, he was appointed as a member of the Standing Committee
to the Party Committee of the Company, general manager and deputy party secretary
of the Beijing branch of the Company. Since December 2009, he has been served a
member of the Standing Committee to the Party Committee of the Company; he has
served as a Vice President of the Company since February 2010; he has been a director
and general manager of -/ #12= G BR /2 & (Shanghai Airlines Co., Ltd.) (a subsidiary
of the Company) since January 2010. Mr. Tang graduated from Ff R ZEMIR AL
(Nanjing University of Aeronautics and Astronautics) majoring in electrical technology.
He obtained a master of business administration (MBA) degree from the Administration
Institute of AP LLIAER (Sun Yat-sen University) in 2003 and an executive master of
business administration (EMBA) degree from the School of Economics and Management
of JE&E K & (Tsinghua University) in 2008.

Mr. Wu Yongliang is currently the Chief Financial Officer of the Company. Mr. Wu
joined the civil aviation industry in 1984. He was the deputy director of the Finance
Department of China Eastern Airlines Company from 1993 to 1997, the deputy director
and subsequently the director of the Finance Department of the Company from 1997
to 1998, the director of Planning and Finance Department of the Company from 1998
to 2000, the head of the Finance Department of CEA Holding from 2000 to 2001, the
deputy chief accountant and the head of the Finance Department of CEA Holding from
2001 to March 2009. From Apri 2009 onwards, he services as the chief financial officer
of the Company. Mr. Wu graduated from the Economic Management Department
of Civil Aviation University of China, specializing in planning and finance. He also
graduated from Fudan University, specializing in business administration. Mr. Wu has
the qualification of postgraduate and holds the title of Accountant.
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Each of the independent non-executive Directors has issued a confirmation in respect
of the factors set out in Rule 3.13 of the Listing Rules 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.

R EDRAENME - BIIFRTERERBL
TRUELBEABRERBLENR T HARR
B e ARTRB/EBILIFNTEFTHAEBY M -

CHANGES IN THE MEMBERS OF THE BOARD AND MANAGEMENT EESNEEEBASZHER
PERSONNEL

Date of appointment/
Name termination Approval organization Position
] RERM BEDN REBRE Loz
Termination
BT
Hu Honggao 19 March 2010 the 33rd meeting of the fifth session of the Board ~ Independent Non-executive Director
[0t —E-REZRATAAR FRHEEESEBREHE BUFMITES
Zhou Ruijin 19 March 2010 the 33rd meeting of the fifth session of the Board  Independent Non-executive Director
Ame ZE-RFZA+TAhA FhEEFFHENRREH BIEMITESE
Wu Baiwang 28 June 2010 the 2nd regular meeting of the Board in 2010 Independent Non-executive Director
REE —EB-ZEFRAZTNB EER_T-TFEIRNE BUIFRTES
Xie Rong 28 June 2010 the 2nd regular meeting of the Board in 2010 Independent Non-executive Director
EAES —E-EFERAZTNR BEEE_T-EFRERNE BUFFMITEF
Fan Ru 6 May 2010 the 37th meeting of the fifth session of the Board ~ Vice President
BE —E-FFHARA FREBFEFEIINEE B
Appointment
BfF
Wu Xiaogen 19 March 2010 the first extraordinary general meeting in 2010 Independent Non-executive Director
REER —E-ZEE=R+ANR ZE-EEE-RBRRREAY BIIEMITEE
Ji Weidong 19 March 2010 the first extraordinary general meeting in 2010 Independent Non-executive Director
ERR —E-ZEF=RF+NA TR -REE-RBRREAS BIUFFMITES
Shao Ruiging 28 June 2010 the 2009 annual general meeting Independent Non-executive Director
BBIREE ZE-BFERAZTNAR CRENFERRAE B IETESR
Tang Bing 1 February 2010 the 35th meeting of the fifth session of the Board ~ Vice President
EE e S = FEREEETHENGHE Rl

CHANGE OF PARTICULARS OF DIRECTORS AND SUPERVISORS
UNDER RULE 13.51B(1) OF THE LISTING RULES

Mr. Xu Zhao, a Supervisor of the Company, was appointed as an independent non-
executive director of Yingde Gases Group Company Limited, a company listed on the
Stock Exchange, with effect from 12 September 2009.

Mr. Wu Xiaogen, an independent non-executive Director of the Company, was
appointed as an independent non-executive director of China Petroleum & Chemical
Corporation, a company listed on the Stock Exchange, with effect from 18 May 2010.

Mr. Ma Xulun, a Director of the Company, was appointed as a director and the chairman
of LMD AR Q] (Shanghai Airlines Co., Ltd) from January 2010 to
December 2010 and a director and the chairman of ;& Ze R & (Shanghai
Airlines Co., Ltd), a subsidiary of the Company, with effect from September 2010.
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SHAREHOLDINGS OF DIRECTORS, CHIEF EXECUTIVE,
SUPERVISORS AND SENIOR MANAGEMENT

Save as disclosed above, as at 31 December 2010, none of the Directors, chief
executive, 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
assodiated corporations (within the meaning of Part XV of the SFO) which was required
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 executive, Supervisors 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 2010 and as at 31 December 2010, none of the Directors, chief executive,
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 equity securities or debt securities of
the Company.

SERVICE CONTRACTS OF DIRECTORS AND SUPERVISORS

None of the Directors or Supervisors has entered into any service contract with the
Company, which is not terminable by the Company within one 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).

REMUNERATION OF DIRECTORS AND SUPERVISORS

Details of the remuneration of Directors and Supervisors are set out in note 9 to the
financial statements prepared in accordance with IFRS.

EMPLOYEES

As at 31 December 2010, the Group had 57,096 employees, a majority of whom
worked in the PRC. Employee compensation s primarily composed of basic salary and
performance-based bonus.
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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 schemes 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 2010, the Group's medical insurance
contributions charged to the income statement amounted to RMB281 million (2009:
RMB132 million).

BANK LOANS AND OTHER BORROWINGS

Details of bank loans and other borrowings of the Company and the Group as at
31 December 2010 are set out in note 32 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 2010 was RMB 156 million.

PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment of the Company and the Group during the
year are summarized in note 19 to the financial statements prepared in accordance with
IFRS.

RESERVES

Details of movements in reserves of the Company and the Group for the year ended 31
December 2010 and profit appropriation by the Company are set out in note 41 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 41 to the finandial
statements prepared in accordance with IFRS.

DONATIONS

During the year, the Group made donations for charitable purposes amounting to
approximately RMB8.5 million.

EMPLOYEES' RETIREMENT SCHEME

Details of the Company's employee retirement scheme and post retirement benefits are
set out in note 36 to the financial statements prepared in accordance with IFRS.
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MAJOR SUPPLIERS AND CUSTOMERS

As at 31 December 2010, the cost of aircraft and related materials from the Group’s
largest and five largest suppliers accounted for approximately 14.03% and 32.13%,
respectively, of the total purchases of the Group. The sales to the Group's five largest
customers accounted for 14.91% of the Group’s total revenue in 2010.

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.

GENERAL MEETINGS AND BOARD MEETINGS
GENERAL MEETINGS

The 2010 first extraordinary general meeting of the Company was held on 19 March
2010 at Shanghai International Hotel /& BIFR #4355 #8, 2550 Honggiao Road,
Shanghai. For details, please refer to the Company's announcement dated 19 March
2010.

The 2009 annual general meeting of the Company were held on 28 June 2010 at the
Meeting Centre, Shanghai International Hotel /GBI 1%15 2 8, 2550 Honggiao
Road, Shanghai. For details, please refer to the Company's announcement dated 28
June 2010.

The 2010 second extraordinary general meeting of the Company was held on 15
December 2010 at Shanghai International Hotel _t /5 B #4585 &, 2550 Honggiao
Road, Shanghai. For details, please refer to the Company's announcement dated 15
December 2010.
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BOARD MEETINGS EFeeR
Date of

Session of Meeting Meeting Announced Resolutions  Unannounced Resolutions

2EER = EEE ERERE RDERE

The 34th meeting of the fifth session of 12 January 2010 The resolution on the capital increase of CEA Jiangsu was
the Board 20101 8 12H considered and passed.

FHEESEEMREH ERBBRRENIRA B EEROESR -

The 1st regular meeting of the fifth 20 January 2010 1. The financial budget report of the Company for 2010
session of the Board in 2010 201051 A20R was considered and passed. 2. The investment plan of

EREEEE010FEF1R0IE

The 35th meeting of the fifth session of
the Board

The 36th meeting of the fifth session of
the Board

FREEFEENGE

The 2nd regular meeting of the fifth
session of the Board in 2010

ERRBEEEN10EHE2RGIE

The 37th meeting of the fifth session of
the Board

ETEEFSEINGE

1 February 2010

201092718

19 March 2010

201043 A 194

17 April 2010

20105F4 1780

6 May 2010

201055768

For details, please refer to the
Company's announcement
dated 2 February 2010.
HEERARAEHA
2010228 RE

For details, please refer to the
Company's announcement
dated 20 March 2010.
HEBRAAATDAHAE
20105F3R20BMAE

For details, please refer to the
Company's announcement

‘dated 20 April 2010.

HBBRAALAASEA
201064 A208 M5

For details, please refer to the
Company's announcement
dated 7 May 2010.
ABERALTNBESA
2010F5A7TENRE
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the Company for 2010 was considered and passed. 3.
Report of President for 2009 and the working plan for
2010 was considered and passed. 4. The resolution on the
additional investment in training building was considered
and passed. 5. The resolution on the sale of MD82
flight equipment was considered and passed. 6. The
resolution on the establishment of the aviation safety and
environment committee under the Board was considered
and passed.
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Date of
Session of Meeting Meeting Announced Resolutions  Unannounced Resolutions
BRER EHAH BRERZE RAERE
The 38th meeting of the fifth session of 18 June 2010 The resolution on matters related to the formation of joint
the Board venture CEA Yunnan was considered and passed.
FHEEERENEH 2010566 4188 ERRBRNABEETMENAREBEENS
. =.
The 1st meeting of the sixth session of 28 June 2010 For details, please refer to the
the Board Company’s announcement
dated 29 June 2010.
BREEFEEIRNER 201066H288 HBEHRALTBESA
201056 A29R M RE
The 3rd regular meeting of the sixth 27 August 2010 For details, please refer to the 1. The resolution on the transfer of equity interests
session of the Board in 2010 Company’s announcement in XMBREEHR QA (Dahang International
dated 30 August 2010. Transportation Co., Ltd.) was considered and passed. 2.

The resolution on the pre-sale of MD-11 flight equipment
of China Cargo Airlines was considered and passed. 3.
The resolution on the application for external payment for
the settlement losses of fuel hedging was considered and
passed. 4. The resolution on the day-to-day connected
transactions of the Company was considered and passed.
5. The resolution on the convention of extraordinary
general meeting was considered and passed.
FEREERE010FEIRHIE 2010F8H278  REHRARRASS 1 SHBAMRARBREESRATREES
201058 A30AKMN AL RRSR © 2 FRBBHR R EMMD- 1AM TSR
FR o3 FHBBWMR A BN AIAERS
BIRAMBER -4 FRBBATASEHZHMN
HME o5 BEBBMNBMEBREASHER -

The 2nd meeting of the sixth session of 27 August 2010 The resolution on the general mandate to issue shares by
the Board ) China Eastern Airlines Corporation Limited was considered
and passed.
BREEEEEIRESH 2010487278 ERRBWNPERIMERDERRRBETRE
—RURENAEETEAEE -
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Session of Meeting
SEER

Date of
Meeting
EHRBH

Announced Resolutions
BEAERE

Unannounced Resolutions

RDERE

The 4th regular meeting of the sixth
session of the Board in 2010

EANEEEE010FEBIRHIE

The 3rd meeting of the sixth session of
the Board

The 4th meeting of the sixth session of
the Board

28 October 2010

2010%10A 288

10 November 2010

2010F11 A10A

15 December 2010  For details, please refer to the
Company's announcement
dated 16 December 2010.

201056 12A15B HEERALQRABEHA

201012 R16BRE
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1. The resolution on the third quarterly financial report of
the Company 2010 was considered and passed. 2. The
resolution on the third quarterly report of the Company
2010 was considered and passed. 3. The resolution on
the payment of land premium as per payment schedule
in respect of base project in Ningbo City of CEA Zhejiang
branch was considered and passed. 4. The resolution
on the introduction of 50 Airbus A320-series aircraft
was considered and passed. 5. The resolution on the
introduction of B737NG simulation aircraft was considered
and passed.

1V BEBBARWOFE=FEMBERENR
R BRBBRARNNOFEE=FEREOH
K3 FHRBHAREMINIDARNBRTAE
ARSI RSNBE -4 FHBB
B SIESORERANRFIRIBHHER -5 T2
BIBRBMN S EBTIINGIEEEHIRER -

1. The resolution on the signing of a C919 Aircraft
Activation User Agreement (C919 FREERXBI B Ei8)
by FEIFER A E] was considered and passed. 2. The
resolution on the proposed investment in respect of the
site of the former Shanghai Airfines’ ancillary project of
Honggiao Airport Extension Project (Western District) was
considered and passed.

1 BEEBAN AR ERRAREB(COITRMERL
PREFHEINER 2 FHBBUBHSHERET
B(AR) R EMEER A AIRE FRMER -

The resolution on the proposed swap plan in respect of
the purchase of B737NG simulation aircraft by /88 5
F7T3EMABR AR (Shanghai Eastern Flight Training
Co., Ltd.) was considered and passed.
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CONNECTED TRANSACTIONS

The transactions between the Company and its connected persons or their respective
assodiates (as defined in the.Listing Rules) are governed by and conducted in compliance
with the disclosure requirements under the Listing Rules.

(1)

On 28 July 2010, Shanghai Airlines and _ 3847 22 B Heiie (&£ ) PR F]
(Shanghai Airlines Tours international (Group) Co., Ltd.) (“SA Travel”) entered
into an agreement with R 5 A2 M /AR 2 5 (Eastern Aviation Import
& Export Company) ("CEA Import & Export”), pursuant to which Shanghai
Airlines agreed to sell and CEA Import & Export agreed to purchase 89.72% of the
entire issued share capital of -8 #iZei H O AR AT (Shanghai Aviation
Import & Export Co., Ltd.) (“SA Import & Export”), and SA Travel agreed to
sell and CEA Import & Export agreed to purchase 10.28% of the entire issued
share capital of SA Import & Export. As the consideration of this transaction, CEA
Import & Export agreed to pay in cash a sum of RMB49,646,236.36 to Shanghai
Airlines and agreed to pay in cash a sum of RMB5,688,400.69 to SA Travel,
subject to adjustment. After such adjustment pursuant to this agreement, CEA
Import & Export paid a sum of approximately RMB51.82 million to Shanghai
Airlines and paid a sum of approximately RMB5.94 million to SA Travel. (the "SA
Import & Export Disposal”)

On 28 July 2010, Shanghai Airlines and 38 FA T2 HRA T (Shanghai
Airlines Industry Co., Ltd.) ("SA Industry”) entered into an agreement with
R MERAMBEBRAT (Eastern Air Catering Investment Co. Ltd.)
("CEA Catering"), pursuant to which Shanghai Airlines agreed to sell and CFA
Catering agreed to purchase 50% of the entire issued share capital of F/AR
ERRERAT (Shanghai Air Catering Co., Ltd.) ("SA Catering”), and SA
Industry agreed to sell and CEA Catering agreed to purchase 20% of the entire
issued share capital of SA Catering. As the consideration of this transaction, CEA
Catering agreed to pay in cash a sum of RMB15,348,504.99 to Shanghai Airlines
and agreed to pay in cash a sum of RMB6,139,402 to SA Industry, subject to
adjustment. After such adjustment pursuant to this agreement, CEA Catering paid
a sum of approximately RMB17.19 million to Shanghai Airlines and paid a sum of
approximately RMB6.88 million to SA Industry. (the “SA Catering Disposal”)

On 28 July 2010, Shanghai Airlines and SA Travel entered into an agreement with
CEA Media, pursuant to which Shanghai Airlines agreed to sell and CFA Media
agreed to purchase 49% of the entire issued share capital of LGNS {EIE
BT (Shanghai Airlines Communication Co., Ltd.) ("SA Media”), and
SA Travel agreed to sell and CEA Media agreed to purchase 51% of the entire
issued share capital of SA Media. As the consideration of this transaction, CEA
Media agreed to pay in cash a sum of RMB12,014,955.93 to Shanghai Airlines as
and agreed to pay in cash a sum of RMB12,505,361.87 to SA Travel, subject to
adjustment. After such adjustment pursuant to this agreement, CEA Media paid
a sum of approximately RMB13.36 million to Shanghai Airlines and paid a sum of
approximately RMB13.90 million to SA Travel. (the “SA Media Disposal”)
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After the absorption of Shanghai Airlines through share exchange by the
Company, the assets, liabilities, business, personnel, contracts and all other rights
and obligations have been vested with the Company, which lead to competition
with the existing business of our controlling shareholder, CEA Holding, in the
areas of aviation catering, import.and export and media businesses. Therefore,
the main purpose of these transactions is to avoid competition within the same
industry. Each of CEA Import & Export, CEA Catering and CEA Media is interested
as to 55% by, and thus an associate of, CEA Holding, which is a substantial
shareholder of the Company. As such, each of CEA Import & Export, CEA
Catering and CEA Media is a connected person of the Company and each of the
SA Import & Export Disposal, the SA Catering Disposal and the SA Media Disposal
constitutes a connected transaction of the Company. For details, please refer to
the announcement of the Company issued in Hong Kong dated 28 July 2010.

On 20 December 2010, the Company, 1 BURFE#H(EE)4 2 ) (China
Ocean Shipping (Group) Company) (the “COSCO Group"“), Concord Pacific
Limited and Singapore Airlines Cargo Pte Ltd. ("Singapore Cargo Airlines")
entered into a capital increase agreement, pursuant to which the Company
agreed to contribute RMB1.0455 billion, COSCO Group agreed to contribute
RMB348.5 million, Concord Pacific Limited agreed to contribute RMB328 million
and Singapore Cargo Airlines agreed to contribute RMB328 million to China
Cargo Airlines.

On 20 December 2010, China Cargo Airfines and B EEMETEHR
28] (Shanghai Airlines Cargo International Co., Ltd.) (“Shanghai Cargo
Airlines”) entered into an asset acquisition agreement, pursuant to which the
core business of cargo air transportation and the related assets of Shanghai
Cargo Airlines shall be acquired by China Cargo Airlines. The preliminary transfer
price is RMB29.316 million (the final amount is subject to the filing of the assets
appraisal report with the state-owned assets authorities).

On 20 December 2010, China Cargo Airlines (as purchaser) and Great Wall
Airlines (as vendor) entered into an agreement for the acquisition of all valuable
business carried on by, and ali valuable assets of, Great Wall Airlines, at a
consideration of RMB386,855,000 (the final amount is subject to the filing of
the assets appraisal report with the state-owned assets authorities). The main
purpose of this transaction was to enhance China Cargo Airlines’ capability for
sustainable development and avoid horizontal competiticn. Since CEA Holding
is the controlling shareholder of the Company, Great Wall Airlines, being a
subsidiary of CEA Holding, is a connected person of the Company for the purpose
of the Listing Rules. Hence, the transaction between China Cargo Airlines and
Great Wall Airlines constitutes a connected transaction of the Company as defined
under Rule 14A.13 of the Listing Rules. For details of the aforesaid agreement,
please refer to the announcement of the Company issued in Hong Kong dated 20
December 2010.
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CONTINUING CONNECTED TRANSACTIONS

In order to better regulate the continuing business relationships between (i) the Group
and (i} CEA Holding and certain of its associates, and in compliance with the applicable
requirements under Chapter 14A of the Listing Rules, the Company entered into various
renewed agreements with certain members of the CEA Holding in respect of various
continuing connected transactions. These agreements are as follows:

BUABREFRABAIEERRMNEBARRETF
BRANBEEBRE  REBLEHRAEUAS
RERRE  FARCHEEMEENETREDL
RIREERERER DRI B GE - %
BRI

Agreements Counterparties and connected person relationship
] RIS SRR A L IHBR&

(1) Property Leasing Renewal Agreement CEA Holding
MFBEEHHE REE

3

Financial Services Renewal Agreement

B ARG S hp sk

tmport and Export Agency Renewal
Agreement

EHORIES i3

Maintenance and Repair Services
Renewal Agreement

B RS IRIS E S

Catering Services Renewal Agreement

MZEE IR B iR

Sales Agency Services Renewal
Agreements

BEHERERBENHE

Advertising Services Renewal Agreement

BEEREEHGE

Media Resources Renewal Agreement

RS EIRE AR

RS MBI %A R B E A7) (Eastern Air Group Finance Company Limited) (the "Eastern
Air Finance Company"), which is directly interested as to approximately 53.75% by, and
is thus an associate of, CEA Holding

RSB SERIERAR((EMME AT ) - B4953.75%E5RMER
HEHE BRI AEBBA

R fizEst H A7 PR 2 F] (Eastern Aviation Import & Export Company) (the ”Eastern
Aviation Import & Export Company”), which is directly interested as to 55% by, and is
thus an associate of, CEA Holding

RAMZEHOERAR(TRMEBEOAT ) - Hos%izsh BMEMEEgE
B BUTRAEBEA

BRI HEE AR 2 F] (CEA Development Co.) (“CEA Development”), which is
directly interested as to 95% by, and is thus an associate of, CEA Holding

PERTMEBXARIB(RABE]) - HOs%Eh RN EBME RS -
AL R AEBEA

Rz’ mI%RE AR A ] (Eastern Air Catering Investment Co. Ltd.) (the ”Eastern
Air Catering Company"), which is directly interested as to 55% by, and is thus an
associate of, CEA Holding

RIAMERBREBRAR(RMBRAT]) - HSS%BXmRMEEEER
B AR REBMBA

EIEREMZ=IREA R X F] (Shanghai Dongmei Aviation Tourism Co., Ltd.) (* Shanghai
Dongmei "), which is indirectly interested as to 72.84% by, and is thus an assodiate of,
CEA Holding

EEREMEREFRAR ([ LBRE)) - H2 4% @ EmEEEE
A R TRREBEA

RITMz= B H AR Q7] (Eastern Aviation Advertising Company Limited) (the " CEA
Media"), which is directly interested as to 55% by, and is thus an associate of, CEA
Holding

REMEERERARDNRMERAT]) - Asw#dmRMEmEERSg -
Eut IR R BB A

The CEA Media, which is directly interested as to 55% by, and is thus an associate of, CEA
Holding

RMBRAT) - HoswilsmRMEBEERES - BB A
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Details of the continuing connected transactions are set out as follows:

1. PROPERTY LEASING RENEWAL AGREEMENT

On 12 May 2005, CEA Holding, CEA Northwest, CEA Yunnan and the Company
entered into a property leasing agreement, and such agreement was renewed on
29 April 2008. (the "Existing Property Leasing Agreement")

On 15 October 2010, the Company entered into an agreement relating to
the renewal of the Existing Property Leasing Agreement with CEA Holding on
substantially the same terms, pursuant to which the Company will lease from CEA
Holding and its subsidiaries, for use by the Group in its daily airlines and other
business operations:

(a)

(e)

a total number of up to 33 land properties owned by CEA Northwest,
covering an aggregate site area of approximately 692,539 square metres
primarily located in Xi‘an, Xianyang and Lanzhou together with a total
of 225 building properties and related construction, infrastructure and
facilities occupying an aggregate floor area of approximately 269,148
square metres;

a total number of up to 7 land properties owned by CEA Yunnan, covering
an aggregate site area of approximately 420,768 square metres primarily
located in Kunming, together with a total of 77 building properties and
related construction, infrastructure and facilities occupying an aggregate
floor area of approximately 452,949 square metres;

building properties and related construction, infrastructure and

facilities owned by CEA Holding, occupying an aggregate floor area of -

approximately 8,853 square metres located in Shijiazhuang;

building properties and related construction, infrastructure and
facilities owned by CEA Holding, occupying an aggregate floor area of
approximately 63,552 square metres located in Taiyuan;

a total of 7 building properties and related construction, infrastructure and
facilities owned by CEA Holding, occupying an aggregate floor area of
approximately 13,195 square metres located in Shanghai;

a total of 29 guest rooms and 2 suites in Eastern Hotel owned by CEA
Holding, occupying an aggregate floor area of approximately 1,500 square
metres located in Shanghai; and

other property facilities owned by CEA Holding and/or its subsidiaries
as may be leased to the Company from time to time due to the urgent
business requirements of the Company.
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FINANCIAL SERVICES RENEWAL AGREEMENT

On 12 May 2005, Eastern Air Finance Company and the Company entered into a
finandial services agreement, and such agreement was renewed on 29 April 2008
(the "Existing Financial Services Agreement”).

On 15 October 2010, the Company entered into an agreement relating to
the renewal of the Existing Financial Services Agreement with the Eastern Air
Finance Company, pursuant to which the Eastern Air Finance Company and its
subsidiaries will from time to time provide the Group with a range of finandial
services including: (i) deposit services; (i) loan and financing services; and (iii)
other financial services such as the provision of trust loans, financial guarantees
and credit references (the scope of "other financial services” is not limited
and different services may be provided to the Group as and when they are
needed).

IMPORT AND EXPORT AGENCY RENEWAL AGREEMENT

On 12 May 2005, the Eastern Aviation Import & Export Company and the
Company entered into an import and export agency agreement, such agreement
was renewed on 29 April 2008 (the “Existing Import and Export Agency
Agreement”).

On 15 October 2010, the Company entered into an agreement relating to the
renewal of the Existing Import and Export Agency Agreement with the Eastern
Aviation Import & Export Company on substantially the same terms, pursuant
to which the Eastern Aviation Import & Export Company and its subsidiaries will
from time to time as its agent provide the Group with agency services for the
import and export of aircraft and related raw materials, accessories, machinery
and equipment required in the daily airfines operations and civil aviation business
of the Group.

MAINTENANCE AND REPAIR SERVICES RENEWAL AGREEMENT

On 12 May 2005, /85 A ALZS 5% % %% 2 &) (Shanghai Eastern Aviation
Equipment Manufacturing Corporation) and the Company entered into a
maintenance services agreement, and such agreement was renewed on 29 April
2008 (the "Existing Maintenance Services Agreement”).

On 28 October 2008, CEA Development and the Company entered into an
automobile repairing services agreement {the "Existing Automobile Repairing
Services Agreement”).
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On 15 October 2010, the Company entered into an agreement relating to the
consolidation and renewal of the Existing Maintenance Services Agreement
and the Existing Automobile Repairing Services Agreement on substantially the
same terms with CEA Development pursuant to which CEA Development and
its subsidiaries will from time to time provide certain services to the Company,
including: (a) maintenance and repair services to the Company's automobiles that
are used in ground services and daily operations; (b) comprehensive services in
relation to maintenance, repair and overhaul of aircraft and aviation equipment,
and procurement of related equipment and materials required in the daily
operations of the Group; (c) various special vehicles and equipment for airline use,
such as air stairs, freight cars, luggage trailers, garbage truck, food cars, freight
containers, freight board; and (d) aircraft on-board supplies.

CATERING SERVICES RENEWAL AGREEMENT

On 12 May 2005, the Company and a number of subsidiaries or associates
of CEA Holding entered into various catering services agreements, and such
agreements were consolidated and renewed on 29 April 2008 (the "Existing
Catering Services Agreement”).

On 15 October 2010, the Company entered into an agreement relating to the
renewal of the Existing Catering Services Agreement with the Eastern Air Catering
Company on substantially the same terms pursuant to which the Eastern Air
Catering Company and the subsidiaries of the Eastern Air Catering Company will
from time to time provide the Group with in-flight catering services (including
the supply of in-flight meals and beverages, cutlery and tableware) and related
storage and complementary services required in the daily airline operations and
civil aviation business of the Group. The Eastern Air Catering and its subsidiaries
provide their services in accordance with the specifications and schedules as from
time to time specified by the relevant member(s) of the Group to accommodate its
operation needs.

SALES AGENCY SERVICES RENEWAL AGREEMENT

On 12 May 2005, the Company and a number of subsidiaries or associates of
CEA Holding entered into various sales agency service agreements, and such
agreements were renewed on 29 April 2008 (the “Existing Sales Agency
Services Agreements”).

On 15 October 2010, the Company entered into an agreement relating to the
renewal of the Existing Sales Agency Services Agreements with Shanghai Dongmei
on substantially the same terms, pursuant to which the Shanghai Dongmei and its
subsidiaries will from time to time provide the Group as its agents with services
for sale of air tickets and the provision of complementary services required in the
daily airline operations and civil aviation business of the Group.
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ADVERTISING SERVICES RENEWAL AGREEMENT

On 12 May 2005, the CEA Media and the Company enter into an advertising
services agreement, and such agreement was renewed on 29 April 2008.

On 15 October 2010, the Company entered into an agreement relating to the
renewal of the Existing Advertising Services Agreement with the CEA Media
on substantially the same terms, pursuant to which the CEA Media and its
subsidiaries will from time to time provide the Group with multi-media advertising
services in order to promote its business and to organise promotional functions
and campaigns to enhance its reputation in the civil aviation industry.

MEDIA RESOURCES RENEWAL AGREEMENT

On 24 March 2010, the Company and CEA Media entered into an agreement,
pursuant to which the Company agreed to grant CEA Media exclusive rights to
operate the media resources of the Company (the "Existing Media Resources
Agreement”).

On 15 October 2010, the Company entered into an agreement relating to the
renewal of the Existing Media Resources Agreement with the CEA Media on
substantially the same terms, pursuant to which, the Company agreed to grant
the Eastern Aviation Advertising and its subsidiaries exclusive rights to operate
the media resources of the Company.

Pursuant to the Media Resources Renewal Agreement, the CEA Media and its
subsidiaries will have the following exclusive rights:

() to distribute certain in-flight reading materials to the customers of the
Company;

(i) to operate advertisements in the media resources of the Company, which
includes the folding tables, occipital plate to the seat, in-flight radios and
video entertainment programmes, advertisement system on airport shuttles,
website and mobile connection (mobile phones); and

(iiiy  to be commissioned to purchase in-flight entertainment programmes (which
may include the content of the advertisements) from independent third
parties or produce such programmes on its own,

For other exploitable media resources that are not included in the preceding
paragraphs, the Company has the right to invite public bidding. CEA Media and
its subsidiaries have the priority to develop and operate the aforementioned
exploitable media resources if in the bidding process such CEA Media and its
subsidiaries offer the same terms as the other bidders.
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The following table sets out (i) the annual caps for the continuing connected
transactions between the Group and members of CEA Holding and (ii) their actual
amounts in 2010:

TERBIALERRNREKE AT 2R
ZEREETIHBREERSZ()VFE L
REMEBERBRITER

Annual caps
for continuing
Incurredup to connected transaction

Transactions 31 December 2010 conducted in 2010
BE_Z-ZF EHEN=—Z—FF

bl TZR=+—B8HN%%H EFERMRZSHELR
(RMB million) (RMB million)

(AR#%) (ARH)

Financial services (balance of deposit) 1,137 2,500
SRR (FaRERER) N37ET 25187T
Catering services 544.49 621.49
fipeding digvd 54,4498 7T 62,1498 7T
Import and export agency services 59.64 69.5
O RIZRY 59648 7T 6,95087C
Maintenance services 297 27.8
R HIEIRTS 29787T 2,7808 7T
Property leasing 55.14 60
MEBE ; 55148 7T 6,0008 7T
Advertising agency services 20.21 26
BEERERE 2,021875C 2,6008 7T
Media resources operation services 12 30
EREREA 1,20087¢C 3,0008 7T
Sales agency services (agency fee) 18.8 46.25
ERRB(REE) 1,880 7T 462587
Automobile repairing services 39.8 58.3
FE S RS 39808 7T 58308 7T

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 2010 are
set out in note 46 to the financial statements prepared in accordance with IFRS.

The Company's independent non-executive Directors have reviewed such continuing
connected transactions during the year 2010 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 or (ii)
(where there are not sufficient comparable transactions to judge whether they are
on normal commercial terms) on terms no less favourable to the Company than
terms available to or from (as appropriate) independent third parties; and

() the transactions have been entered into in accordance with the relevant
agreement governing them on terms that are fair and reasonable and in the
interests of the shareholders of the Company as a whole.
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For the purpose of Rule 14A.38 of the Listing Rules, the auditors of the Company
have carried out procedures on the above connected transactions disclosed herein for
the year ended 31 December 2010 in accordance with the Hong Kong Standard on
Assurance Engagements 3000 “Assurance Engagement Other Than Audits or
Reviews of Historical Financial Information” and with reference to Practice Note
740 " Auditor’s Letter on Continuing Connected Transactions under the Hong
Kong Listing Rules” issued by the Hong Kong Institute of Certified Public Accountants
and reported that, in respect of the disclosed continuing connected transactions:

a.  nothing has come to our attention that causes us to believe that the disclosed
continuing connected transactions have not been approved by the Company's
board of directors.

b.  for transactions involving the provision of goods or services by-the Group,
nothing has come to our attention that causes us to believe that the transactions
were not, in all material respects, in accordance with the pricing policies of the
Company.

¢. nothing has come to our attention that causes us to believe that the transactions
were not entered into, in all material respects, in accordance with the relevant
agreements governing such transactions.

d. with respect to the aggregate amount of each of the continuing connected
transactions, nothing has come to our attention that causes us to believe that
the disclosed continuing connected transactions have exceeded the maximum
aggregate annual value disclosed in the previous announcements dated 29 April
2008, 15 Aprit 2009, 24 March 2010, 15 October 2010 made by the Company in
respect of each of the disclosed continuing connected transactions.

In respect of each continuing connected transaction disclosed in note 46 to the financial
statements prepared in accordance with IFRS, the Company confirms that it has
complied with the relevant requirements under the Listing Rules.

Details of the other related party transactions entered by the Group during the year
ended 31 December 2010 are set out in note 46 to the financial statements prepared
in accordance with IFRS. These transactions do not constitute connected transactions
under the Listing Rules.
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Number of aircraft as at 31 December 2010

BECZ-Ef+-A=+—-0#BEHAE

No.  Model Self-owned and under finance lease ~ Under operating lease  Subtotal
HE B BRERREES BEAR st
1 A340-600 5 5
2 A340-300 5 5
3 A330-300 8 7 15
4 A330-200 2 3 5
5 A320 71 24 95
6 A319 5 10 15
7 A321 20 20
8 B737-300 16 16
9 B737-700 33 19 52
10 B737-800 15 46 61
11 B757-200 5 5 10
12 B767-300 9 1 10
13 A300-600R (passenger aircraft)( Z 4% ) 7 7
14 CRJ-200 8 2 10
15 EMB—-145LR 10 10
16 Hawker800 1 1
17 MD-11F 7 7
18 A300-600R (cargo aircraft)( &4) 3
19 B747-400ER 2
20 B757-200F 2 2
21 B777F 4 4
Total 225 130 355
&t
Proportion 63.38% 36.62% 100%
2]
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In relation to future deliveries of aircraft, as at 31 December 2010, the following are BARERAFENRE  R-ZE—ZF+-8
details of aircrafts on order which are scheduled to be delivered: =+—R  ARFRRMNEOHRMEEENT
Model Number of aircraft Year of delivery
FER REHE HEFH
A320 17 201
A321 2 2011
A330 2 2011
B737-700 2 201
B737-800 2 201
A319 7 2012
A320 10 2012
A321 5 2012
A330 4 2012
B737-700 2 2012
B737-800 3 2012
A319 3 2013
A320 3 2013
A321 6 2013
A330 6 2013
B737-700 5 2013
B737-800 7 2013
A319 4 2014
A320 6 2014
A321 6 2014
A330 4 2014
B737-700 7 2014
B737-800 7 2014
A319 2 2015
A320 8 2015
A321 6 2015
B737-700 6 2015
B737-800 8 2015
As at the date of this report, the Directors are not aware of any aircraft which is subject BEAFERSNOY  BAARNESEMY - &
to options exercisable during a period of not less than 12 months from 31 December “E-EFA A=+ BRTOIRT-BAD
2010. BREA - ADERE R FITEREEORE -
STAFF HOUSING BENEFITS BIEE®M

Details of the Group's staff housing benefits are set out in note 37 to the financial AEERTERBRAEELRAEERERR
statements prepared in accordance with IFRS. MREERRE 2 B IEMARME37 -
MATERIAL LITIGATION BARHFA

As at 31 December 2010,the Company was not involved in any litigation of material BE-Z-—TF+-A=+—H FAAFEEX
importance. R
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SIGNIFICANT EVENTS

The Company wishes to highlight the following information:

1.

On 10 July 2009, the Company entered into an agreement with Shanghai
Airfines in relation to the absorption of Shanghai Airlines by way of the issuance
of new A shares of the Company in exchange for the existing issued shares of
Shanghai Airlines on the basis of 1.3 A shares of the Company for each existing
issued share of Shanghai Airlines. The exchange of A shares was completed on
28 January 2010. On 28 January 2010, 1,694,838,860 new A shares of the
Company were issued. As of 28 January 2010, the identifiable net liabilities of
Shanghai Airlines assumed by the Company had a book value of approximately
RMB776 million and a fair value of approximately RMB2,151 million. Details are
set out in the announcements of the Company issued in Hong Kong dated 10 July
2009, 10 August 2009, 10 September 2009, 9 October 2009, 7 January 2010, 11
January 2010, 13 January 2010, 18 January 2010, 26 January 2010, 28 January
2010, 26 February 2010, 30 March 2010, 30 April 2010, 31 May 2010, 30 June
2010 and 30 July 2010, 30 August 2010, 29 September 2010, 29 October 2010,
30 November 2010 and 4 January 2011 and the circular of the Company dated
25 August 2009.

At the extraordinary general meeting of the Company held on 9 October 2009,
the Board was authorized by the shareholders of the Company to make such
appropriate and necessary amendments to the Company's articles of association
as the Board thinks fit to reflect such increases in the registered capital and
change of shareholding of the Company as a result of the completion of the
exchange of A shares mentioned above. With completion of the exchange of A
shares on 28 January 2010 and the listing of the issued A shares of the Company
as a result of the said exchange of A shares commencing on 2 February 2010,
the corresponding amendments made to certain articles of association of the
Company as a result of the completion of the said absorption became effective on
2 February 2010. For details, please refer to the announcement of the Company
issued in Hong Kong dated 2 February 2010.

On 12 January 2010, the Company, IHEBEZEESEEBEARA
&] (liangsu Guoxin Investment Group Limited), ;T & 32 B=AR A &) (liangsu
Communication Holding Limited) (formerly known as JI&fficEE £ @S
R E £ 8] (iangsu Aviation Industry Group Company Limited) and &
R i%E 2 R] (Nanjing Investment Company) (together referred to as the
"Shareholders”) entered into the CEA Jiangsu Joint Venture Capital Increase
Agreement, pursuant to which the Shareholders unanimously agreed to increase
the share capital of RER FAZTERGR AT (China Eastern Airlines
Jiangsu Co., Ltd.) ("CEA Jiangsu") according to the existing proportion of their
respective shareholding interests in CEA Jiangsu, and the registered capital of
CEA Jiangsu shall be increased from RMB880 million to RMB2,000 million. For
details, please refer to the overseas regulatory announcement of the Company
issued in Hong Kong dated 12 January 2010.
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On 26 July 2010, the State-owned Assets Supervision and Administration
Commission of the People’s Government of Yunnan Province ("Yunnan
SASAC") and the Company entered into an agreement, pursuant to which
Yunnan SASAC and the Company agreed to jointly establish B AR Z =R A
FR 22 5] (Easter Airlines Yunnan Limited Corporation) (the “Joint Venture”).
Pursuant to this agreement, the registered capital of the Joint Venture shall be
contributed as to 65% by the Company and 35% by Yunnan SASAC, respectively.
For details, please refer to the announcement of the Company issued in Hong
Kong dated 26 July 2010.

The authorised representative in Hong Kong (for the purpose of Section 333
of the Companies Ordinance, Chapter 32 of the Laws of Hong Kong) of the
Company has been changed from Mr. Cheung Sau Ting to Mr. Zhang Youjun with
effect from 30 July 2010. For details, please refer to the announcement of the
Company issued in Hong Kong dated 30 July 2010.

With effect from 10 August 2010 (Eastern Standard Time of the United States of
America), the ratio for its American Depository Shares (the "ADS") representing
H shares of the Company ("H Shares”) changed, from: one (1) ADS representing
one hundred (100) H Shares to one (1) ADS representing fifty (50) H Shares. For
details, please refer to the overseas requlatory announcement of the Company
issued in Hong Kong dated 6 August 2010.

On 29 October 2010, the Company entered into two agreements with CEA
Holding, pursuant to which the Company agreed to acquire 5% equity interests
in LAARITMITEIBM AT (Shanghai Eastern Flight Training Co.,
ttd) (“Flight Training Company”) held by CEA Holding and 14.14% equity
interests in RATAIEEBBR/AF) (Eastern Airlines Hotel Co., Ltd.) ("Eastern
Airlines Hotel") held by CEA Holding. Prior to these equity transfers, the
Company held 95% equity interests in Flight Training Company and 85.86%
equity interests in Eastern Airlines Hotel respectively. As CEA Holding directly
and indirectly holds approximately 59.94% equity interests in the Company, CEA
Holding is a connected person of the Company and the transactions contemplated
under the said equity transfer agreements constitute connected transactions
of the Company pursuant to the 85853 5 FTBEEE 4881 (Rules
Governing Listing of Securities on the Shanghai Stock Exchange). For details,
please refer to the overseas regulatory announcement of the Company issued in
Hong Kong dated 29 October 2010.

On 30 December 2010, the Company entered into an aircraft purchase agreement
with Airbus SAS in Shanghai regarding the purchase of fifty Airbus A320 series
aircraft. For details, please refer to the announcement and the circular of the
Company issued in Hong Kong dated 30 December 2010 and 25 February 2011
respectively.
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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 regulations as well as its articles of association while it has also imposed strict
control on the guarantees provided. As at 31 December 2010, none of the Company
and its subsidiaries included in the consolidated financial statements has provided any
guarantee to the Company’s controlling shareholder and ather related parties, other
nonlegal 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 2010, respectively.

On behalf of the Board

Liu Shaoyong
Chairman

Shanghai, the PRC
30 March 2011
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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 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 corporate governance of a high efficiency.

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

Articles of association, rules of meeting of general meetings, rules of meeting of
the Board, rules of meeting of the Supervisory Committee, working regulations of
independent directors, administrative documents of the audit and risk management
committee, administrative documents of the planning and development committee,
working rules of the nomination and remuneration committee, working rules of
the aviation safety and environment committee, working regulations of presidents,
management regulations of investor relationship, investor relationship management
detailed implementation regulation, management regulations of the connected
transactions, connected transaction detailed implementation rules, regulations on
external guarantee and the interim administrative requlations concerning hedging
businesses.

For the year ended 31 December 2010 (the “Reporting Period”) and as at the date of
the announcement of this annual report, the Board 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 2010 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.

Major aspects which are more stringent than provisions set out in the Code:

- all members of the audit and risk managemient are Independent Non-executive
Directors.

— 13 meetings of the Board were held during the financial year of 2010.

~  Other than the Audit and Risk Management Committee and the Nomination
and Remuneration Committee, the Company also established two specialized
committee, namely Planning and Development Committee and the Aviation
Safety and Environment Committee.
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BOARD

The Company is managed by the Board. The Board is responsible for the leading
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

As at 31 December 2010, the Board consists of 9 Directors, including four Independent
Non-executive Directors. During the first extraordinary general meeting in 2010 held on
19 March 2010, the shareholders of the Company approved the appointment of Mr. Wu
Xiaogen and Mr. Ji Weidong as independent non-executive directors of the fifth session
of the Board, while Mr. Hu Honggao and Mr. Zhou Ruijin were no longer independent
non-executive directors of the Company. During the 2009 annual general meeting held
on 28 June 2010, the shareholders of the Company approved the appointment of Mr.
Liu Shaoyong, Mr. Li Jun, Mr. Ma Xulun, Mr. Luo Chaogeng and Mr. Luo Zhuping as
directors of the sixth session of the Board, and Mr. Sandy Ke-Yaw Liu, Mr. Wu Xiaogen,
Mr. Ji Weidong and Mr. Shao Ruiging as Independent Non-executive Directors of the
sixth session of the Board, while Mr. Wu Baiwang and Mr. Xierong were no longer
Independent Non-executive Directors 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 48 to page 56 of this report.

independent non-executive Directors of the Company shall possess specialised
knowledge and experience. They shall be able to play their roles of supervising and
balancing to the fullest extent to protect the interests of shareholders and the Company as
a whole. The Board 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.

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

78 China Eastern Airlines Corporation Limited | Annual Report 2010

O
o)
[

58

AARMEFEER EFTAARTNNAER
ERTIF SEFEREEREEARER &
BHESANRNEKER -

E=

BEZZ—ZEF+ A=+ —BRERTAEFEHI
BEFHEE - HPIZABUFENTES - R2F
—EF=A+ABRTHN_F-TFE-REH
BRIFERE - RRAIRRIERBEREEMEHR
REMAELREFSEBUENTES - 8%
BREMAREEETHEEARDFELIERT
B -RIE-EERAZTNRBONFT
NEFREAE - RARPBRIERBBELE
FEEE  FEALE  BRREENBENTE
ERERTNERBEFGES  URERE R
BRIREL FHREEMBPREREREIARNS
NEEEFGBUFRTESR  REELENHE
FETBEERARBILIFNMTES -

MAESVATEZFHRE-BFRERRRAS LR
- BREFERBESE SEENES - @
AEHREBBRENERELBFIBESCH °

ARANBUFATESTABEENABRNE
R tMERIBEBEEENTHNERER - R
BEREMNABNERNG - EEERLMMESR
BB FIE - FFE LTRAIE3.13E51H A
B ERYES -

REBCETTRANEBIE - RRABEREITBEBL
FFRITEFHEABU MM EL N FRE R

MAEE(REBLFMTES)NEMAIF - £
AREFERARAEREMMOESDTIRATEHO
HRMEY - AREES  £F - SRERAR
2B BRIEREZ - EMB - £ - RBE
FE BRI -



CORPORATE GOVERNANCE
LEEA

POWERS OF THE BOARD

On a periodic basis, the Board 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, including the following:

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

~  implementing resolutions passed in general meetings;
- dediding on the operating plan and investment proposals of the Company;
= formulating the annual preliminary and final budget proposals;

—  formulating the Company's profit distribution proposal and the proposal to offset
losses; o

- 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;
appointment or dismissal of the Vice President and chief financial officer of the
Company on the nomination of the President, and the determination of their
remuneration;

~  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 and the relevant specialized committees are also responsible for the
completeness of financial information of the Company and are 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 and management.
The Board 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. Liu Shaoyong, and the chief executive officer is Mr. Ma Xulun, a Director and
the President. There are also other senior officers who are responsible for the daily
management within their scope of duties.
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MEETING OF THE BOARD

The Chairman leads the Board to ensure that the Board performs its various duties
effectively and he is responsible for drawing up the agenda of the meeting of the Board
and considering other matters other Directors propose to be included in the agenda. The
agenda together with documents of the Board should be, as far as practicable, circulated
at least 3 days prior to the meeting of the Board or its specialized 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. The Chairman ensures that the Directors
receive information that is accurate, timely and clear. Through on-the-job training of
Directors and continuous participation in meetings of the Board and of committees of
the Board and interviews with key persons in headquarters and other departments, the
Directors are encouraged to update their skills, knowledge and their understanding of
the Group. '

The Company has established a special unit, i.e. the secretariat of the board, to work
for the Board. All the Directors can access to the service of the company secretary.
The company secretary periodically updates the Directors of the latest information on
governance and regulatory matters. The Directors may seek independent professional
advice through the Chairman for the purpose of performing their duties, with the cost
born by the Company. Specialized committees may also seek professional advice.

The company secretary is responsible for the records of the board meetings. These
minutes of meetings together with other related 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.

In order to ensure sound corporate governance, as at the date of the announcement of
this annual report, the Board had 4 committees in place: Audit and Risk Management
Committee, Nomination and Remuneration Committee, Planning and Development
Committee and Aviation Safety and Environment 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 Board.
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The Board has held 13 meetings during the Reporting Period. The following tables EEENAREHANEBHAT 3REH - TRERE
show the attendance rate of each Director at shareholders’ general meetings and board BEENAREHALERRAES - B 2HE -
meetings:

Board Meetings General Meetings

Attendance/ Attendance/
Eligibility Eligibility
Directors of meetings of meetings
g BRRAE
. HERE HERE/
HE FEHREIRE BHERY
Liu Shaoyong 13/13 3/3
] .
Li Jun 13113 313
FE
Ma Xulun 13113 3/3
BAER
Luo Chaogeng 13/13 213
Luo Zhuping 1313 33
Sandy Ke-Yaw Liu 13/13 33
BlwE
Wu Xiaogen {appointed on 19 March 2010) 10/10 2/2
RBR(R-_ZF-ZF=ZR+hBEZEME)
Ji Weidong (appointed on 19 March 2010) 10/10 172
FHRMN-ZT-EF=[AT+LBEED)
Shao Ruiging (appointed on 28 June 2010) 6/6 n
BmE(R-ZE—ZTFRAZTN\BEERE)
Hu Honggao (terminated on 19 March 2010} 3/3 0/1
HES(R-ZF—ZFFE=ZA+ABEHT)
Zhou Ruijin (terminated on 19 March 2010) 3/3 0n
A& (R-_E—ZF=ATLBRE)
Wu Baiwang (terminated on 28 june 2010) 717 112
REE(RZZ-FFXAZTN\BEE)
Xie Rong (terminated on 28 June 2010) 717 112
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DIRECTORS' INTERESTS

All the Directors shall declare to the Board upon their first appointment their capacities
as Directors and any other positions held in other institutions, the declaration of which
shall be renewed once a year. When the Board discusses any motion or transaction
and considers any Director has any conflict of interest, the Director shall declare his
interest and abstain from voting, and will excuse himself as appropriate. The Company
shall, pursuant to the guidelines, request from Directors their confirmation if they or
their associates are connected with any transactions entered into by the Company or
its subsidiaries during the Reporting Period. Material transactions which have been
confirmed as having been entered into with any connected person have been disclosed
in the notes to the financial statements prepared in accordance with IFRS of this annual
report.

SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Modef Code of Appendix 10 of the Listing Rules
as the securities transactions code for the Directors. Fach of the Directors and the
Supervisors of the Company has been issued with a copy of the Model Code upon their
appointment.

All the Directors and the Supervisors of the Company have confirmed that they have
complied with the Model Code in 2010.

The Company has also adopted the related provisions set out in Appendix 14 to the
Listing Rules, and has established its Code of Conduct for Securities Transactions by
Employees of the Company according to its own situation and with reference to the
Model Code as set out in Appendix 10 to the Listing Rules. The aforesaid Code of
Conduct shall apply to the conduct of dealings in the securities of the Company by the
Supervisors and senior management of the Company.

In addition, pursuant to the requirements of the Listing Rules for Shares of the Shanghai
Stock Exchange, the shares of the Company transferred by each of the Directors, the
Supervisors and senior management of the Company every year are not allowed to
exceed 25% of the total number of shares held by each of them, and they are not
allowed to purchase the shares of the Company within 6 months after they have
sold their shares. They are also not allowed to sell the shares of the Company within
6 months after they have bought the shares of the Company. Additionally, within 6
months after they have left their appointment, they are not allowed to transfer their
shares of the Company held by them.

Alf 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 Company is not aware of any breach of laws and regulations.
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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 Auditor's report made by the Company’s auditors in respect of the financial
statements is set out on page 99 to page 100 of this annual report.

AUDIT AND RISK MANAGEMENT COMMITTEE

As at 31 December 2010, the Audit and Risk Management Committee comprises Mr.
Shao Ruiging, Mr. Wu Xiaogen and Mr. Ji Weidong, all of whom are Independent
Non-executive Directors. Mr. Shao Ruiging, the chairman, possesses professional
qualifications in accounting. The first extraordinary general meeting in 2010 was held
on 19 March 2010, during which Mr. Wu Xiaogen and Mr. Ji Weidong were appointed
as Independent Non-executive Directors of the Company while Mr. Hu Honggao and Mr.
Zhou Ruijin are no longer Independent Non-executive Directors of the Company. The
36th ordinary meeting of the fifth session of the Board of the Company was held on the
same day, during which the resolution on the appointment of members of the Audit and
Risk Management Committee was considered and passed, agreed that Mr. Hu Honggao
and Mr. Zhou Ruijin ceased to be the members of the Audit and Risk Management
Committee, while Mr. Wu Xiaogen and M. Ji Weidong were appointed to serve as the
members of the Audit and Risk Management Committee. On the 2009 annual general
meeting, Mr. Shao Ruiging was elected as an Independent Non-executive Director of the
Company. The 1st ordinary meeting of the sixth session of the Board of the Company
was held on the same day, during which Mr. Shao Ruiging was elected as the chairman
of the Audit and Risk Management Committee.

The Audit and Risk Management Committee is a specialized committee under the Board.
It is responsible for checking and monitoring the financial reports and internal control of
the Company, checking and evaluating the overall risk management of the Company, in
particular the risk management and risk control policy for material decision, significant
events and major business and overseeing their implementation.

(1) INTERNAL CONTROL
Internal control system

The Board shall be responsible for the overall internal control system of the
Company/Group and periodically reviews the effectiveness of the internal control
system through the Audit and Risk Management Committee. 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 misconduct. The internal control system
is prepared in accordance with the relevant laws, supplementary regulations and
constitutional documents.
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The Company reviews the effectiveness of its internal control annually, which
includes control over finance, operations, compliance with laws and regulations as
well as the monitoring of risk management. The results of the review have been
reported to the Audit and Risk Management Committee and the Board.

The Board 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 Board continue to monitor risks with the support of the specialised
committees and senior management.

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 and Risk Management Committee annually.
Other than the pre-determined scope of work for each year, the department is
also required to conduct other specific audits.

The Group's internal audit department reports to the President; it may also report
directly to the chairman of the Audit and Risk Management Committee. All the
internal audit reports are delivered to the Chairman of the Board, the President,
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 and Risk Management Committee. The Board and the Audit and
Risk Management Committee of the Company actively monitor the number and
seriousness of the inspection result by the internal audit department, and the
relevant corrective measures taken by the relevant department.

RISK MANAGEMENT

The Audit and Risk Management Committee of the Company is responsible
for checking and evaluating the overall risk management of the Company and
overseeing their implementation; checking and evaluating the risk management
and risk control policy and duties on developing fuels, foreign exchange and
interest rate hedging and overseeing their implementation.

The internal audit department has undertaken related risk management duties
and reports to the audit and risk management committee periodically. It is
responsible for coordinating the implementation of appropriate procedures to
manage operational risks.
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The Audit and Risk Management Committee held five meetings in 2010. In each
meeting, senior management and external as well as internal auditors were
invited to attend. Based on the reports of the external and internal auditors,
according to the accounting principles and practices, and internal controls
adopted by the Group with a view to comply with the requirements of the
Listing Rules, the committee conducted reviews of audits, internal control, risk
management and financial statements. The Group's first quarterly results, interim
results and third quarterly results for 2010 and the final results for 2010 had been
discussed in the Audit and Risk Management Committee’s meetings before they
were submitted to the Board for approval.

Attendance of members of the Audit and Risk Management Committee meetings is
as follows:

BHNEREREZSEE_S-TFHEHN
TREH  GREBVPFESBERALS
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F—FE ¥F FEZFERT-T2F
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BRALRENNERERZESSENE
BHERMT

Attendance/

Eligibility of
Directors Meetings Attendance

HERE,/

R BHERE HER
Xie Rong (resigned on 28 June 2010) 2/2 100%
MHE(ZE—BFA=+/\BEHE)
Hu Honggao (resigned on 19 March 2010) 7 100%
EBe(ZE - A+hBEH)
Zhou Ruijin (resigned on 19 March 2010) n 100%
AmE(ZF-FTF= A+ BHRME)
Shao Ruiging (appointed on 28 June 2010) 373 ’ 100%
AmE (= F—ZEFEXA T N\BHRE)
Wu Xiaogen (appointed on 19 March 2010) 4/4 100%
RER(ZF-BF=ZA+AARE)
Ji Weidong (appointed on 19 March 2010) 4/4 100%

FHR(=E-TF= A+ ABHE)

Additionally, the Audit and Risk Management Committee has also conducted
other compliance work to comply with PRC and US reporting requirements in
2010, including guiding and overseeing of the construction of internal control,
hearing and reviewing the overall plan for risk management, implementing
risk management work in accordance with the requirements of the regulatory
authorities and reviewing the Company's compliance with the Sarbanes-Oxley
Act;"and specifically to consider the work undertaken by the management,
including managements’ assessment to ensure the Company's compliance with
the internal control regulation (Section 404) of the Sarbanes-Oxley Act.

The constitutional document of the Audit and Risk Management Committee is
posted on the website of the Company.
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EXTERNAL AUDITORS

For the Reporting Period, the annual audit fees payable to the external auditors (both
international and domestic auditors) is estimated to be RMB16.68 million for the regular
annual audit of the Group's 2010 financial statements prepared under IFRS and PRC
Accounting Standards and the other relevant documents applicable for the purpose of
20-F filing. In addition, RMB1.5 million is payable to the external auditors in connection
with the proposed restructuring of the Group's cargo airline business during the
Reporting Period. A service fee of RMB1 million is also payable to the external auditors
for approved non-audit services rendered during the Reporting Period. The auditors’
remuneration are determined by the Audit and Risk Management Committee and
approved by the Board.

The Audit and Risk Management 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 for non-regular audit services compared to
reqular audit service fee) had not affected the independence of the accounting firm.

PLANNING AND DEVELOPMENT COMMITTEE

As of 31 December 2010, the Planning and Development Committee of the Company
comprises of three members: Mr. Luo Chaogeng, Mr. Luo Zhuping and Mr. Shao
Ruiging. Mr. Luo Chaogeng, a Director, is the chairman of the committee.

The Planning and Development Committee is a specialized committee under the Board.
It is responsible for studying, considering and making plans or recommendation in
regard to the long term development plans and material investment decision of the
Company and overseeing their implementation.

Attendance of members of the Planning and Development Committee meetings is as
follows:
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Attendance/

Eligibility of
Members Meetings Attendance

HERE/

£5 EHERE HEE
Luo Chaogeng 8/8 100%
Luo Zhuping 8/8 100%
BT
Shao Ruiging (appointed on 28 June 2010) 4/4 100%
BIRE (R =2 —FF AT N\BEEZME)
Wu Baiwang (terminated on 28 June 2010) 4/4 100%

REER=ZF—TFXA=-+N\BHT)

The constitutional document of the Planning and Development Committee is posted on
the website of the company.
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NOMINATION AND REMUNERATION COMMITTEE

The Remuneration and Appraisal Committee of the Board comprises of three members:
Zhou Ruijin, Luo Chaogeng and Wu Baiwang. Zhou Ruijin is the chairman of the
committee, while Zhou Ruijin and Wu Baiwang are independent Non-executive
Directors. On 5 March 2010, during the first meeting of the Remuneration and Appraisal
Committee of the Board in 2010, the remuneration for the year 2009 of salaried
directors, supervisors and senior management was considered and passed, and was
disclosed in the annual report of the Company for the year 2009 as required.

On 19 March 2010, the Board passed a resolution of merging the Nomination
Committee and the Remuneration and Appraisal Committee originally under the Board
into the Nomination and Remuneration Committee of the Board.

The Nomination and Remuneration Committee of the Board comprises of three
members: Liu Shaoyong, Sandy, Ke-Yaw Liu and }i Weidong. Liu Shaoyong is the
chairman of the committee, while both of Sandy, Ke-Yaw Liu and Ji Weidong are
Independent Non-executive Directors.

In 2010, under the leadership of the Board, the Nomination and Remuneration
Committee of the Board conscientiously performed duties and functions in completing
the work pursuant to the Corporate Governance Standards for Listed Companies,
the Articles of Association of the Company, the rules of meeting of the Board and
the powers and obligations bestowed upon it by the Board. The Nomination and
Remuneration Committee held three meetings in total during 2010, at which the
following were considered and passed:

During the first meeting of the Nomination and Remuneration Committee of the fifth
session of the Board on 2 April 2010, Liu Shaoyong, Li Jun, Ma Xulun, Luo Chaogeng
and Luo Zhuping were nominated as candidates for Directors for the sixth session of
the Board, and Sandy Ke-Yaw Liu, Wu Xiaogen, Ji Weidong and Shao Ruiging were
nominated as candidates for Independent Non-executive Directors for the sixth session
of the Board, and such nominations were agreed to be submitted at the second regular
meeting of the fifth session of the Board of the Company in 2010 for consideration.

During the second meeting of the Nomination and Remuneration Committee of the fifth
session of the Board on 23 June 2010, Liv Shaoyong was nominated as the Chairman
of the Company, Li Jun was nominated as the Vice Chairman of the Company, the
composition of each of the specialized committee under the Board was nominated, Ma
Xulun was nominated as the President of the Company, Zhang Jianzhong, Li Yangmin,
Zhao Jinyu and Tang Bing were nominated as the Vice President of Company, Wu
Yongliang was nominated as the Chief Financial Officer of the Company, and Luo
Zhuping was nominated as the Company Secretary, and such nominations were agreed
to be submitted at the first meeting of the sixth session of the Board of the Company for
consideration.

During the first meeting of the Nomination and Remuneration Committee of the sixth
session of the Board on 27 August 2010, the Committee members expressed their
views and recommendations, and proposed specific work requirements after taking into
consideration of the contemplation and preliminary proposal on work positions and the
remuneration adjustment reform reported by the human resources department of the
Company.
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Attendance of members of the Remuneration and Appraisal Committee is as follows:
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Attendance/
Eligibility of
Members Meeting Attendance
' BERE
EB8 B S HER
Zhou Ruijin 7 100%
Ame
Luo Chaogeng n 100%
B
Wu Baiwang 11 100%
KAE

Attendance of members of the nomination and remuneration committee is as follows:

ERELFREEAGHESEERNLFERNT ¢

Attendance/
Eligibility of
Members Meeting Attendance
R/
£8 BB R HER
Liu Shaoyong 373 100%
giaE
Sandy Ke-Yaw Liu 33 100%
25
Ji Weidong 33 100%
EEHR

The “Working Rules of the Nomination and Remuneration Committee” is
posted on the website of the Company.

REMUNERATION POLICY OF DIRECTORS

Directors generally do not receive remuneration from the Company except Independent
Non-executive Directors who received a fixed remuneration. However, Directors who
served as other administrative positions will receive salary with regard to those positions
separately.

Certain Directors received emoluments from CEA Holding, the parent company, part of
which were in respect of their services to the Company and its subsidiaries.

Generally, the policy regarding the remuneration packages of Directors are aimed
primarily at linking the remuneration of Directors to their performance which helps to
encourage their performance and their remaining in office. Pursuant to the policy, the
Directors are not allowed to approve their own remuneration.

The remuneration of the Directors of the Company mainly comprises basic salary and
bonus.

BASIC SALARY

The Directors review the basic salary of each Director on an annual basis pursuant to
the remuneration policy of the Company. In 2010, pursuant to the service contracts
entered into between the Company and each of the Directors, the Directors are entitled
to receive a fixed basic salary.

BONUS

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

Allowances (before tax) received by the Company’s Independent Non-executive Directors
in 2010 were as follows:

Sandy Ke-Yaw Liu

B E

Wu Xiaogen (appointed on 19 March 2010)
RER(R-_Z-ZEFZA+ABEED)
Ji Weidong (appointed on 19 March 2010)
FHR(R=_T—ZF=A+NBEZT)
Shao Ruiging (appointed on 28 June 2010)
BImBE(R=F—EFXA-TN\BEZEME)
Hu Honggao (terminated on 19 March 2010)
B (R=_2-FF= A+ BET)
Zhou Ruijin (terminated on 19 March 2010)
B (R=B-TF= A+ NBEE)
Wu Baiwang (terminated on 28 June 2010)
REF(R=ZZ—-TFXA=+N\BBE)
Xie Rong (terminated on 28 June 2010)
BN _E-FFXAZTN\BEBE)

AVIATION SAFETY AND ENVIRONMENT COMMITTEE

The first regular meeting of the Board of the Company in 2010 was held on 20
January 2010, during which the establishment of the Aviation Safety and Environment
Committee was agreed and the “Working Rules of the Aviation Safety and
Environment Committee” was passed. The 36th ordinary meeting of the fifth session
of the Board of the Company was held on 19 March 2010, during which it was agreed
that the aviation safety and environment committee of the Company comprises Mr.
Ma Xulun, Mr. Luo Chaogeng and Mr. Sandy Ke-Yaw Liu, and Ma Xulun serves as the
Chairman of the Committee.

The Aviation Safety and Environment Committee is a specialized committee under the
Board. It is responsible for consistent implementation of the relevant laws or regulatory
of national aviation safety and environmental protection, examining and overseeing
the aviation safety management of the Company, studying, considering and making
recommendation in regard to the aviation safety duty plans and major issues of the
related safety duties and overseeing their implementation, studying, considering
and making recommendation about the major issues of environmental protection
on the domestic, international and aviation carbon emission and overseeing their
implementation.

The Working Rules of the Aviation Safety and Environment Committee was posted on
the website of the Company.

INVESTOR RELATIONSHIP

The Company undertakes that the disclosure it makes is fair and the reports it provides
are comprehensive and transparent. The ultimate responsibility of the Chairman of the
Board is to ensure effective communication with investors and to ensure that the Board is
aware of the views of substantial shareholders. Accordingly, the Chairman is required to
meet the shareholders in this regard and the routine communication of the Board with
the substantial 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 disclosed to
public; 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 rules and systems for information disclosure and
related internal control and procedures. 1t is responsible for monitoring the correct
implementation of the various control measures.
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The Company has also implemented an Investor Relationship Management System and
Investor Relationship Management Detailed implementation Rules, 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.

The Company has released information in relation to its quarterly results. In the latest
annual general meeting held on 28 June 2010 in Shanghai, the meeting was open to
all the shareholders and the media. A total of 31 shareholders attended in person or by
proxy.

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

Investors and the public may access our website and download related documents
briefings. The website also sets out details of each of the Group's operations.
Announcements, notices or other documents issued by the Company may also be
downloaded from the website of the Company.

In 2010, the company secretary and manager of the capital investment market
department held 2 specialized meetings with securities analysts in respect of 2010
annual financial results and interim financial results, 2 press conference with financial
media and organized 50 one-to-one roadshows.

Based on publicly available information and to the best knowledge of the Directors of
the Company, at least 25% of the total issued share capital of the Company is held by
the public. As at 31 December 2010, there were a total of 270,738 shareholders on the
Company's register of members.

For any enquiries of the Board, shareholders may use the contact number 8621-
62686268, e-mail at ir@ceair.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 procedures for shareholders to convene annual general
meeting or extraordinary general meetings, they may make enquiries of the company
secretary through the aforesaid channels.

On behalf of the Board

Liu Shaoyong
Chairman

Shanghai, the PRC
30 March 2011
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REPORT OF THE SUPERVISORY COMMITTEE

EEGHLE

Dear Shareholders,

In 2010, the members of the Supervisory Committee, basing themselves on the powers
bestowed upon them by the PRC Company Law and the Articles of Association of the
Company 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.

L. Meetings Convened by the Supervisory Committee:

1. On 17 April 2010, the Supervisory Committee held a meeting, at which it adopted
the Report of the Supervisory Committee for the year 2009, and resolved that it
would be put forward to the 2009 Annual General Meeting of the Company for
consideration; the Committee considered the financial report of the Company
for the year 2009 truly reflected the financial position and operating resutts of
the Company which was objective and fair, and resolved that it would be put
forward to the 2009 Annual General Meeting of the Company for consideration;
the Committee reviewed the full text and summary of the annual report for 2009
prepared by the Company and expressed a written audit opinion. Meanwhile, the
Committee reviewed the full text and summary of the 2010 first quarterly report
and expressed a written audit opinion; -

2. On 28 June 2010, the Supervisory Committee held a meeting, at which it was
resolved that Ms. Liu Jiangbo would become the chairman of the sixth session of
the Supervisory Committee;

3. On 27 August 2010, the Supervisory Committee held a meeting, at which it
reviewed the full text and summary of the Company’s interim report for 2010 and
expressed a written audit opinion;

4. 0On 28 October 2010, the Supervisory Committee held a meeting, at which It
reviewed the full text and summary of the Company's 2010 third quarterly report
and expressed a written audit opinion.
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REPORT OF THE SUPERVISORY COMMITTEE 096
EEERESE

Independent Opinion of the Supervisory Committee:
Legality of the Operation of the Company

In 2010, the Supervisory Committee monitored the procedures of convening the
general meetings and Board meetings of the Company and their resolutions,
execution of the resolutions passed in the general meetings by the Board, and
execution of the resolutions passed in the Board meetings by the management.
It is of the view that the Company has strictly complied with the Company Law,
the Securities Law, the Listing Rules, the Articles of Association of the Company
and other regulations in drawing operational decisions, monitored its operations
based on law, continuously optimized the internal control system and further
enhanced its corporate governance standards. The Directors and the senior
management of the Company were able to protect the general interests of the
shareholders and the Company and carry out their duties with dedication. The
Supervisory Committee did not discover any of their actions that in any way
violated laws, regulations, or the articles of association of the Company or were
prejudicial to the interests of the Company.

Financial Position of the Company

The Supervisory Committee seriously reviewed the Company’s 2010 financial
reports, 2010 profit distribution proposal, 2010 annual report and the 2010
financial audit report issued by PRC and international auditors expressing
unqualified opinions. The Supervisory Committee resolved that the Company's
2010 financial report truly reflected the financial position and operating results
of the Company for the period. The Supervisory Committee agreed to the 2010
financial audit report issued by auditors and the 2010 profit distribution proposal.

Proceeds and Purchases or Sale of Assets of the Company

The Supervisory Committee confirmed there was no fund raising during the
current year and conducted examination on the resalutions in respect of major
acquisitions, asset disposals and connected transactions and did not discover any
acts of insider trade, prejudicial to the interests of the shareholders or result in
turnover of the assets and prejudicial to the interests of the Company.
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REPORT OF THE SUPERVISORY COMMITTEE

EEgREE

4. Connected Transactions of the Company

The Supervisory Committee conducted examinations to all the connected
transactions of the Company in the current year, and believed that all the
contracts, agreements and other relevant documents related to the connected
transactions of the Company in the current year had complied with the legal
procedures and the terms of the transactions were fair and reasonable to the
Company and shareholders as a whole. The connected transactions were dealt
with under stringent principles of faimess, impartiality and transparency. The
Supervisory Committee did not discover any acts of insider trading or breach of
good faith by the Board of Directors in making decisions, signing of agreements
and information disclosure.

In the new year, the Supervisory Committee will, as in the past, conscientiously exercise
the powers bestowed upon it by the Articles of Association of the Company and perform
corresponding obligations, further strengthen its supervision of the Company's financial
affairs and ensure compliant business practices. It will 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 support for its work
offered by all the shareholders, Board of Directors, staff and workers.

On behalf of the Supervisory Committee

Liu Jiangbo
Chairman of the Supervisory Committee

Shanghai, the PRC
30 March 2011
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SOCIAL RESPONSIBILITIES
HEEA

The Company's concept of social responsibilities covers three areas namely economic
responsibilities, social responsibilities and environmental responsibilities.

It is the overall trend for corporate development to be committed to safe, clean,
intensive and green development in response to the call for a low-carbon environment.
Treating the construction of a harmonious corporation as an integral part of the
establishment of a harmonious society, harmonious environment and harmonious
community, the Company strengthens its energy management, advocates green flying,
adheres to rules of energy saving and emission reduction, shoulders the social obligation
as a corporate citizen, and seeks common development and progress with the sodiety,
environment and community.

On the conference of International Air Transportation Association, the Chairman of the
Company, on behalf of the civil aviation industry of China, expressed his standpoint of
adhering to the principle of “joint but different responsibilities” in handling the
issue of climate change and control over greenhouse gas emission.

ENERGY MANAGEMENT
Detailed Benchmarks

Enhancing energy management and promoting energy saving and emission reduction.
Over 98% of energy consumption of CEA is the consumption of aviation fuel. The
Proposal for the Implementation of Energy Saving 2010 ( {2010F &S8Rt T &
EMeJ7E) ) has been formulated to break down the annual target under a dual-
benchmark appraisal system comprising aviation fuel consumption and regular energy

consumption.

In 2010, the combined energy consumption was 4.36 million tons of standard coal,
among which aviation oil consumption (not including Shanghai Airlines) was 2.92
million tons (equivalent to 4.3 million tons of standard coal) or 98.6% of the combined
consumption. Energy consumption was 0.776 tons of standard coal per RMB 10,000
sales revenue for the year. Compared to 2009, 1.08 million tons of standard coal was
saved in total, calculated on the basis of consumption per RMB 10,000 sales revenue for
the year.
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Data of Energy Consumption (excluding Shanghai Airlines) RESER(TELM)
Increase/
decrease
for the
2010 2009 same period % change
ltems HE 20104 20094F ELiE-pe HRE
Energy consumption per hour of flight AT/ NFFER
(tons/ hour) (W 1]\ ) 3.129 3.104 0.025 0.81%
Regular energy consumption (excluding EREE(TSHH)
aviation fuel) (tons of standard coal) (MAfZHEH) 58,806 55,156 96,258 11.49%
Combined energy consumption REBFE(RER)
(standard coal) 4,359,349 3,881,761 477,588 12.30%
Energy consumption per RMB 10,000 S EW AR
sales revenue (tons of standard coal/ (WAL /8 5T)
RMB10,000) 0.776 0.970 -0.194 -20.00%

The increase for per-unit energy consumption was mainly attributable to the substantial
increase in weight carried in 2010.
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SOCIAL RESPONSIBILITIES
H=2EFE

Measures for Saving Energy

57 items of energy saving and emission reduction were available for the full year. Such
items were for the refitting of engines for energy saving and environmental protection,
the upgrading R&D for aviation operating control system, and ground-level energy
saving etc.. Large-scale maintenance was carried out for the incoming water pipes
network at aircraft affairs area of Honggiao, under which leakage of water was reduced
to save water resources. Renovation works were done for saving energy at the central
air-conditioning system of flight equipment, resulting in cutting electricity charges
by RMB696,000 and effectively curbing and eliminating electricity pollution such as
harmonic waves.

With the theme of “Save Energy and Reduce Emission by Everybody”,
promotional campaigns were embarked upon to advocate the concept of environmental
protection and energy conservation. A series of energy saving and environmental
protection experience activities were conducted to promote and intensify the spirit of
green responsibilities, the awareness of energy conservation and recycling, and the
concept of low-carbon and environmental protection, via activities such as making up
the promotional manuals for environmental driving called “Energy Saving, Emission
Reduction, Low-carbon and Environmental Protection”, organizing vehicle
petrol saving competition, sharing experience on energy shortage and giving seminars
on environmental and energy issues.

ETS Projects

We completed relevant work for the Emission Trading System ("ETS") of the European
Union ("EU") and submitted our tonnekilometre surveillance proposal and emission
surveillance proposal to EU and obtained its approval. After preliminary research and
investigation, data extraction testing and data verification, we completed the procedures
of data extraction compilation and reporting for our tonnekilometre surveillance
proposal and emission surveillance proposal, which have been pre-verified by Bureau
Veritas S.A. in France.

LOW-CARBON FLYING

Adhering to the idea of dual focus on both energy conservation and development and
mutual coordination between development and saving, and with the target of lowering
resources and energy consumption, we advocate the concept of “low-carbon flying".
We seek to form a production approach which consumes and emit less but perform
more, to foster organic and efficiency-oriented growth, and establish a resource-
conservative and environmental friendly enterprise.

“Low-carbon flying” is implemented via standardized and regulated management.
More than 90% of our flights undergo petrol-filling and flying in accordance with our
“low-carbon flying” scheme and reduce their fuel consumption and lower carbon
emission through approaches such as system restrictions, management enhancement
and technological innovation.
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SOCIAL RESPONSIBILITIES
HEEAE

Optimization of Fleet

We ensure the mechanical functionality of our fleet by eliminating and surrendering
the lease of old aircraft and introducing newer aircraft on an annual basis, in addition
to repair and replacement of engines and daily maintenance works. In the year, we
surrendered the lease of 15 old aircraft, 9 out of which are MD90 aircraft of an average
fuel consumption of 2.9 tons per hour, replaced with A320 aircraft of the same grading
which consumes an average of 2.4 tons of fuel per hour. On a comparative basis, annual
saving of aviation fuel is in excess of 20,000 tons.

Technological Emission Reduction
Installation of Small Wings

The installation of additional small wings can improve the dynamic performance of the
aircraft in air and enhance the economic efficiency of fuel combustion as well as stability
of the aircraft. At the same time, it also reduces emission of greenhouse gases and the
noise distribution of taking-off and landing. The Company was a pioneer in installing
small wings on its B737NG series of aircraft. It is estimated that with the installation
of small wings, B737NG aircraft can deliver a fuel-saving rate of about 2.5%, which
makes a saving of 210 to 220 tons of aviation fuel per aircraft per annum, assuming an
average daily utilization of 10 hours.

RNP Application

The sophisticated navigation technology named Required Navigation Performance is
a new technology adopting to guide the landing and take-off of aircraft by using the
built-in navigation equipment of the aircraft with the global positioning system. The
installation of a sophisticated navigation system enables an aircraft to perform beyond
the existing weather standard for landing and take-off at airports and the restriction
of minimum landing altitude, remarkably reduces delays and returns due to weather
conditions, and maximizes transportation capability. The implementation of RNP
operations can save 5 to 10 minutes compared to conventional meter processes for
incoming and departing flights and it also reduces fuel consumption.

Currently, the RNP technology is applied in the company's routes to Nyingchi, Lhasa,
Lijiang, Yushu, Xining, A-li and Huangshan. The promotion and use of the RNP project
represents a frontier for domestic civil aviation and enhances the flying safety level in
our flying operations at special and highland airports, reaping fruitful results in economic
efficiency, energy conservation and emission reduction.

Improvement of Performance

Through China Air Transportation Association, the Company has stated its requests as
to engine, aviation control, air conveyance for air-conditioning, fuel system, computer
system, aircraft weight etc. to aircraft manufacturers. Technological Emission Reduction
can thus be achieved by improving aircraft performance, optimizing flying operations
and reducing the wastage as a result of over-maintenance.

Temporary Routes

93 temporary direct-flight routes have been opened after active negotiation and
coordination with various parties including the Civil Aviation Administration of China
and Air Traffic Management Bureau. Temporary routes play a positive role in speeding
up air traffic flow, reducing flow control and fostering energy conservation and emission
reduction.
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SOCIAL RESPONSIBILITIES
HE25E

APU Management and GPU Usage

The use of electricity-driven and gas-driven vehicles and ground facilities in place of
APU (auxiliary power unit) when aircraft is on airfield, and the minimized usage time for
APU and air deed of APU can achieve the purpose of energy conservation and emission
reduction. An APU Usage Management Rules { (APU{EFRZI2385F) ) has been
formulated and is being gradually promoted to 18 domestic and foreign ports which
meet the criteria. At Shenzhen, Guangzhou and Pudong airports, the rate of use of GPU
{ground power unit), which reduces noise pollution and is highly environmental friendly,
as a replacement of APU has reached 90%. At present, we also act positively in support
of CAAC's promotion of ground bridge-connected equipment for replacing APU items.

Other Measures:

The formulation of flight plans with the use of computer systems to conduct dynamic
analysis, surveillance and control of and over aviation operations;

The optimization of aviation routes by reducing ground waiting time and flying time of
flights;

The implementation of weight reduction of aircraft by reducing volume of water-filling
and on-flight magazines;

The enhancement of cost control and management of direct operations and the
establishment of a long-lasting management mechanism by adjusting and publishing
the cost indices of different aircraft models from time to time;

The reduction of pollution by introducing on flights the use of one-off cups, cutleries and
trash bags made of naturally biodegradable materials such as corn starch.

Key Awards related to Social Responsibilities

On 27 December, Eastern Airlines World Expo Work Leadership Team is recognized as
an "Advanced Group in Shanghai World Expo” (-3t 18 8 5 i £2.88) by the
Central Committee of the Communist Party of China and the State Council of China;

On 27 December, Shanghai Passenger Cabinet Services Department of the Company
was recognized as an "Advanced Group in Shanghai World Expo” (FiSttHE&
FEE SR 48) by the Central Committee of the Communist Party of China and the State
Coundil of China;

On 5 January 2011, the Company was granted a Gold Award in “Special
Contribution Award to Sponsors of Shanghai World Expo China 2010” (&
010F LBEBERHOESR T ES ),

On 19 August, the northwestern branch of the Company was recognized as a “National
Hero Group for Rescue Work in Earthquake” (2 B4 Rk 51 S 22 82),
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SOCIAL RESPONSIBILITIES
HEEE

On 16 December, the Company was granted the award of “Outstanding Enterprises
with Good Corporate Social Responsibilities in China” (FE &1 &5
TERSHE I 5 5%) by entities including the New China News Agency, and Mr. Liu
Shaoyong, our chairman, was recognized as an “Outstanding Person with Good
Corporate Responsibilities in China” (P B (> %4t & B IS4 1 A B 58);

In November, the Company was recognized as an “OQutstanding Corporate Citizen
in China 2010" (20104F BEHK % A R) by Corporate Citizenship Committee
under China Social Work Association;

In December, the Company was granted the award of "Golden Bee Leadership
Enterprise with Outstanding Corporate Social Responsibilities Report 2010”
(EBR010EFLEL GEFREEME L) by WT0 Guide (WTOLS
ZH);

On 15 October, the Company was recognized as a corporate “Future Star” (3R 2& 7 2)
by National Business Daily (% B 48 357 s S04t );

On 18 September, the Company was recognized as a “Low-carbon Pioneer
Enterprise 2010 (2010j& i fc 88 1> %) by China Times (3£ B i #R41);

On 20 August, the Company was granted the “Flying Safety Four-star Award” (7§
TR I 2 #7) by CAAC.
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|NDEI5E'NDENT AUDITOR’S REPORT

B RS

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 101 to 220, which comprise the consolidated and company balance sheets
as at 31 December 2010, and the consolidated statement of comprehensive income, 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 information.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of these consolidated
financial statements that give a true and fair view in accordance with International
Financial Reporting Standards and the disclosure requirements of the Hong Kong
Companies Ordinance, and for such internal control ds the directors consider necessary
to enable the preparation of these financial statements that are free from material
misstatement, whether due to fraud or error.

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 consolidated financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in consolidated financial statements. The procedures selected depend on
the auditor's judgment, including the assessment of the risks of material misstatement
of the consolidated financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity's
preparation of the consolidated financial statements that give a true and fair view 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 the directors, as well as evaluating
the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair view of the
state of affairs of the Company and the Group as at 31 December 2010, and of the
Group's profit 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.
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INDEPENDENT AUDITOR'S REPORT 1o
B BB

OTHER MATTERS Hib=x=g

This report, including the opinion, has been prepared for and only for you, as a body, FHRE(BEBER)DARRTGE EAEER

and for no other purpose. We do not assume responsibility towards or accept fiability to RES - RUEZIEREMNERLME M - RR

any other person for the contents of this report. ERARENATAIAMEMALE Ff&BT
A& E-

PricewaterhouseCoopers BEERKESMERAT

Certified Public Accountants BREIET

Hong Kong, 30 March 2011 &8 —T——HF=ZA=+R
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

EftRERER

(Prepared in accordance with International Financial Reporting Standards) (}ZEIREE1 iR R AIER)
For the year ended 31 December 2010 B FE - F—FFE+ - A =+—FA I EF

X

2010 2009
—E-BF ZEThF
Note RMB’000 RMB000
FE AR¥FT AR¥FiT
Revenues WA 5 73,803,659 38,989,659
Other operating income Hib@2w A 6 658,620 1,288,017
Operating expenses BERH
Aircraft fuel FreMARL (21,605,611) (12,254,980)
Gain on fair value movements of derivatives TTEITEAAEE
financial instruments ZBUEE 8 833,384 3,774,688
Take-off and landing charges FRALHEFE T (7,454,637) (5.460,351)
Depreciation and amortisation MERBEER (6,757,837) {5,202,835)
Wages, salaries and benefits I%  HaekEs 9 (8,940,786) {5,148,877)
Aircraft maintenance R IER (4,614,093) (3,018,724)
Impairment losses BEMEEX 10 (405,391) (109,417)
Food and beverages B R (1,596,454) (1,201,023)
Aircraft operating lease rentals FigmEnRsEe (3,975,557) (2,517,567)
Other operating lease rentals HimeMHEERS (601,742) (407,386)
Selling and marketing expenses HERTRER (3,323,830) (1,977,760)
Civil aviation infrastructure levies EMERREERES (1,295,612) (890,348)
Ground services and other charges WEREREMER (439,664) (289,993)
Transportation, accommodation and meals BEHE  TEEREE (1,303,974) -
Office, administrative and other expenses WMo BRRHEMER (7,283,529) (3,751,763}
Total operating expenses Y Y s (68,765,333) (38,456,336)
Operating profit AREFE 11 5,696,946 1,821,340
Share of results of associates BHEE AT R 23 39,228 (46,602)
Share of results of jointly controlled entities BB DREE 24 28,154 23,803
Finance income BT A 12 1,155,384 205,304
Finance costs X 13 (1,501,900) (1,754,640)
Profit before income tax BanFlE 5,417,812 249,205
Income tax bt 14 (133,491) (52,547)
Profit for the year FERFB 5,284,321 196,658
Other comprehensive (loss)/income FEHAMGRA (R
for the year W3S )
Cash flow hedges, net of tax BEREER  MkBiE 38 (17,016) 57,914
Fair value movements of available-for-sale AHLESRHEEY
investments R BEZE (534) -
Fair value movements of available-for-sale BERENRMBTHEESR
investments held by associates BEZARBERS 23 1,543 (585)
Total comprehensive income for the year FEASRSRNE 5,268,314 253,987
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106
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
BHtEERER

(Prepared in accordance with International Financial Reporting Standards) (tEIREEI R EERIESY)
For the year ended 31 December 2010 #E — F—F &+ = F=+—5 FE

2010 2009
—B-FF —ZTAEF
Note RMB’000 RMB’000
bz AREFIT AREFT
Profit attributable to: FEFIESBR
Owners of the parent RRGEHEEE 4,957,989 168,766
Non-controlling interests FEf ) AR 326,332 27,892
5,284,321 196,658
Total comprehensive income attributable to: FEHBEAUESBBR -
Owners of the parent AATEREHEE 4,941,982 226,095
Non-controlling interests FEFE AR 326,332 27,892
5,268,314 253,987
Earnings per share attributable to Owners of FEXRATEREETERE L
the parent during the year SRS
Basic and diluted (RMB) HARMH(ARE) 17 0.44 0.03
The notes on page 110 to 220 are an integral part of these financial statements, FN0EE20A M A A P S RENTEREE -
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CONSOLIDATED BALANCE SHEET
BHEERER

(Prepared in accordance with International Financial Reporting Standards) (}ZEIRSR#EIRE ARG R)
As at 31 December 2010 R = E—FF+-/F=+—A

2010 2009
ZE-BEF ZETNE
Note RMB’000 RMB’000
533 AR¥TFT AREFT
Non-current assets IRBEE
Intangible assets EEE 18 11,333,376 69,622
Property, plant and equipment W - WIS KR 19 68,822,273 56,703,560
Lease prepayments BEREER 20 1,406,156 970,835
Advanced payments on acquisition of aircraft FALTAN X 21 6,356,602 5,081,174
Investments in associates RERBENF] 23 807,669 723,022
Investments in jointly controlled entities NG| 24 406,170 372,793
Available-for-sale financial assets At ESREE 242,005 57,269
Other long-term assets HihREIEE 25 1,752,115 926,312
Deferred tax assets BREBRIEEE 35 75,188 83,748
Derivative assets TTHEEE 38 52,081 -
91,253,635 64,988,335
Current assets REBEE
Flight equipment spare parts RGBT 1,286,898 932,260
Trade receivables FEMEBETR 26 2,127,446 1,370,871
Prepayments, deposits and other receivables TR - TR R E AR R 27 5,157,004 2,370,495
Cash and cash equivalents BERBEEED 28 3,078,228 1,735,248
Derivative assets PTEEE 38 18,970 3,490
Non-current assets held for sale BESEERDEE 42 411,535 450,693
12,080,081 6,863,057
Current liabilities REBRE
Sales in advance of carriage BEER 2,577,855 1,420,183
Trade payables and notes payable FERERR R R 2% 29 4,275,443 6,480,459
Other payables and accrued expenses HEMEMRRTEIRER 30 14,536,168 11,517,204
. Current portion of obligations under AERERRNREES
finance leases 31 2,137,831 2,125,430
Current portion of borrowings ERRENE D 32 15,210,660 12,330,075
income tax payable FEAHRRIE 64,787 21,126
Current portion of provision for return condition IEATHE A R TSk
checks for aircraft under operating leases RAREEBORBENS 33 339,091 609,884
Derivative liabilities fTERRE 38 121,982 1,006,286
39,263,817 35,510,647
Net current liabilities BREEME (27,183,736) (28,647,590)
Total assets less current liabilities 64,069,899 36,340,745

BEEFRBERE
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108
CONSOLIDATED BALANCE SHEET

EMEEARER

(Prepared in accordance with International Financial Reporting Standards) (1% BBLE} iR ERAiRS)
As at 31 December 2010 R = E~F4#E+=-/F=+—H

2010 2009
—E-FF —EThEF
Note RMB'000 RMB'000
o2 AR T ARETIT
Non-current liabilities kREBRE
Obligations under finance leases BmEHERRG 31 17,070,502 17,244,805
Borrowings N 32 23,354,997 13,004,874
Provision for return condition checks for EEHERERFESHRE
aircraft under operating leases ®isEE 33 2,475,412 1,237,871
Other long-term liabilities HbRHEE 34 1,804,862 1,203,423
Deferred tax fiabilities BEHBARE 35 51,814 51,539
Post-retirement benefit obligations RIKEERAEE 36(b) 2,556,001 1,798,707
Derivative liabilities PIEAE 38 194,425 123,345
47,508,013 34,664,564
; Net assets FERE 16,561,886 1,676,181
1 Equity e
A Capital and reserves attributable to RBNERREE
the owners of the parent B R
Share capital A& ] 40 11,276,539 9,581,700
Reserves &S 41 3,994,748 (8,347,147)
15,271,287 1,234,553
Non-controlling interests JEHE | MEREZS 1,290,599 441,628
Total equity MR 16,561,886 1,676,181
Liu Shaoyong Ma Xulun
ZIEB AR
Director Director
3 Ex
The notes on pages 110 to 220 are an integral part of these financial statements. FENRBE20HHMERE I HRR A0 -
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COMPANY’S BALANCE SHEET

AREERER

(Prepared in accordance with International Financial Repomng Standards) (IEIBRES R Ct_é Rl %)

As at 31 December 2010 R—F—ZFEF+ _F=+1—

109

2010 2009
—E-BF ZEENEF
Note RMB'000 RMB’000
it ARKFir AREFT
Non-current assets FRBEE
Intangible assets BmEE 18 11,323,299 66,990
Property, plant and equipment W - MBS RRE 19 51,777,767 47,948,792
Lease prepayments ERBER 20 398,860 409,631
Advanced payments on acquisition of aircraft FALTRIT R 21 6,231,270 5,081,174
Investments in subsidiaries BRERHEAT 22 4,083,117 2,523,715
Investments in associates BB RIS AR 23 578,836 522,058
Investments in jointly controlled entities RENEEAR 24 323,238 301,802
Available-for-sale financial assets A ESREE 223,729 45,520
Other long-term assets HihRPEE 25 914,799 784,490
Derivative assets PTERE 38 52,081 -
75,906,996 57,684,172
Current assets REBEE
Flight equipment spare parts RETH 1,033,280 752,047
Trade receivables FEMBR R 26 2,545,900 1,617,660
Prepayments, deposits and other receivables AR - FRRE AR 27 5,553,366 3,314,001
Cash and cash equivalents BERIREEED 28 851,283 1,118,230
Derivative assets PTEEE 38 18,970 3,490
Non-current assets held for sale BAFEERSEE 42 411,535 450,693
10,414,334 7,256,121
Current liabilities REEE
Sales in advance of carriage TBEER 2,190,776 1,420,183
Trade payables and notes payable FERTBR TR B A R4 29 4,701,951 6,293,548
Other payables and accrued expenses HibE R RTRIRES 30 10,442,380 9,875,704
Current portion of obligations ‘REHERENREITS
under finance leases 31 1,796,739 1,915,815
Current portion of borrowings fEREREN D 32 12,347,575 10,219,929
Current portion of provision for return condition EETHE RN R T iR
checks for aircraft under operating leases REREESOREES 33 46,695 183,099
Derivative liabilities THEARE 38 121,982 1,006,286
31,648,098 30,914,564
Net current liabilities BRBRME (21,233,764) (23,658,443)
Total assets less current liabilities BEERRBDEE 54,673,232 34,025,729
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COMPANY’S BALANCE SHEET

NEEERER

(Prepared in accordance with International Financial Reporting Standards) (1ZBABSE EiREEAIMRE)

As at 31 December 2010 R—E—FE#+=-F=4+—H

110

2010 2009
—E-ZF ZEThEF
Note RMB'000 RMB’000
g AR#TFiT ARETIT
Non-current liabilities FREBAE
Obligations under finance leases MEREERE - 31 14,081,133 15,387,409
Borrowings B 32 18,241,540 10,901,784
Provision for return condition checks for aircraft TR B Ry Bk BhiE
under operating leases RTAMEEG 33 1,470,376 1,099,303
Other long-term liabilities HERHABE 34 1,498,255 1,121,408
Post-retirement benefit obligations RIKIBIBFIERE 36(b) 1,891,483 1,596,549
Derivative liabilities PTHEAE 38 194,425 123,345
37,377,212 30,229,798
Net assets AEE 17,296,020 3,795,931
Equity fEi
Capital and reserves attributable to BERAARERRES
the owners of the parent BRA RS
Share capital N 40 11,276,539 9,581,700
Reserves EE 41 6,019,481 (5,785,769)
Total equity bbid 17,296,020 3,795,931

Liu Shaoyong
EEE

Director

EE

The notes on pages 110 to 220 are an integral part of these financial statements.

Ma Xuluin

Director

EF
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CONSOLIDATED CASH FLOW STATEMENT
AﬁIﬁﬁljlbiﬁ |

(Prepared in accordance with International Financial Reporting Standards) ( BB T iR R )
For the year ended 31 December 2010 #E — F—FF+=F =+— [ EEF

2010 2009
—EB-BF —TENF
Note RMB’000 RMB’000
s1FE AREFT AREFT
Cash flows from operating activities BETBHRSKE
Cash generated from operations MEELXHRS 43(a) 10,739,839 3,507,690
Income tax paid BERATSE (98,591) (78,274)
Net cash inflow from operating activities BETHELENBRERA 10,641,248 3,429,416
Cash flows from investing activities RETHHNRSRE
Additions of property, plant and equipment BEYE  MERRE (6,522,951) (5,685,345)
Payments of short-term deposits with original XNERERRB=@ALN
maturity over three months KEHATERR 27 (434,314) -
Advanced payments on acquisition of aircraft BARpY SEANEN 21 (3.461,737) (1,927,252)
Disposal of subsidiaries HE B A T8 K (9,730) -
Repayment of other payables (instalment payments  {&iZ 4 JE {5 2%
for acquisition of an airline business) CHUB M 276 H B =) - (30,000)
Investment in available-for-sale financial assets BEUHNESHEE (2,737) -
Net cash acquired through acquisition of Shanghai &4t FiBRZ=lRHB AR
Airlines Co., Ltd. ("Shanghai Airlines"”) ([ LR 1) EE E’J#iﬁﬁ 44 1,167,565 -
Proceeds from disposal of non-current assets HERESENIERS
held for sale BEMBR 430,110 -
Proceeds from disposal of property, plant and HEWE - BBERSE
equipment iEEEN 101,894 32,888
Interest received BUFR 64,359 109,925
Dividends received B AR 30,443 53,725
Proceeds from disposal of interests in an associate HERBEARERMEERS 4,405 210,000
Net cash outflow from investing activities REATHEENBRSHE (8,632,693) (7.236,059)
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CONSOLIDATED CASH FLOW STATEMENT

EHRERER

(Prepared in accordance with International Financial Reporting Standards) (# BI85 MR ERIESY)
For the year ended 31 December 2010 #ZE—F

—~FE A4 —HILFE

2010 2009
—B—FE —EENF
Note RMB'000 RMB'000
523 AR¥FT AREFT
Cash flows from financing activities REZHNESHE
Proceeds from draw down of short-term & A RS HAfE
bank loans 20,803,369 28,536,703
Proceeds from sales and leaseback of aircraft EXRBOREKINES - 590,253
Repayments of short-term bank loans BEEHER (21,942,900) (39,535,319)
Proceeds from draw down of long-term BARRHER
bank loans 11,556,258 10,823,185
Repayments of long-term bank loans HERBER (6,526,565) (9,522,385)
Principal repayments of finance lease obligations EBEREHEARAS (2,201,176) (2,005,264)
Receipts/(payments) of restricted bank deposits W/ (A ) HBR S 1E 5k (1,174,066) 1,347,525
Interest paid BERFE (1,644,924) (2,161,085)
Capital contribution from non-controlling interest MBS A R) 2 SR HIE
of subsidiaries EHEAEE 519,300 -
Proceeds from issuance of new shares BITHR TR B2 - 14,056,167
Dividends paid to non-controlling interest of FAHIB AR IR
subsidiaries RS 2 BRF (41,738) (44,156)
Net cash (outflow)/inflow from financing REZBELETFHSREY)FHA
activities (652,442) 2,085,624
Net increase/{decrease) in cash and cash AEeRRSSEYTE
equivalents #hn,GEA) 1,356,113 (1,721,019)
Cash and cash equivalents at 1 January —A—BMRERALEED 1,735,248 3,451,010
Exchange adjustments = A (13,133) 5,257
Cash and cash equivalents at 31 December +TZA=+—-HHNERER
RESEEY 28 3,078,228 1,735,248

The notes on pages 110 to 220 are an integral part of these financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

BOERZBR

(Prepared in accordance with International Financial Reporting Standards) (#BIBREI# iR 2EBILER)
For the year ended 31 December 2010 E{E —F—FE+ - =1—H I FEF

Attributable to owners of parent

ZARERFEEEGER
Share Other  Accumulated Non-controlling
capital Teserves losses Subtotal interests  Total equity
i3 =1 3y i ) N RS BER
RMB'000 RMB'000 RMB'000 RMB000 RMB 000 RMB'000
ARBTL  ARETT ARETT ARMTT AREFT  AREFT
Balance at 1 January 2009 “ZTNF-R—-AER 4,866,950 1791 (18,082,262)  (13,097,401) 457,892 (12,639,509)
Total comprehensive income for the year FRBZANRS - 57329 168,766 226,095 27,892 253,987
— Profit for the year - FEHE - - 168,766 168,766 21,892 196,658
- Other comprehensive income - Ribirags - 57,329 - 57,329 - 57,329
Other equity movement of an associate BEBENRH bR - 49,692 - 49,692 - 49,692
Issuance of new shares (Note 40) BITHRR(BzE40) 4,714,750 9,341,417 - 14,056,167 - 14,056,167
Dividends paid to non-controlfing interests FAHB A AFE 2SR F
in subsidiaries - - - - (44,156) (44,156)
Balance at 31 December 2009 “RRNFT-AZH-RER 9,581,700 9,566349  (17,913,49) 1,234,553 441,628 1,676,181
Balance at 1 January 2010 “E-ZE-B-P&H 9,581,700 9,566,349 (17,913,496) 1,234,553 441,628 1,676,181
Total comprehensive income for the year FEBE4 S ~ (16,007) 4,957,989 4,941,982 326,332 5,268,314
- Profit for the year -FENE - - 4,957,989 4,957,989 326,332 5,284,321
- Other comprehensive loss - Rz At - (16,007) - (16,007) - {16,007)
Issuance of new shares for the A LARGRST
acquisition of Shanghai Airlines R (#40)
{Note 40) 1,694,839 7,399,913 - 9,094,752 - 9,094,752
Non-controlling interests addition AHLHRRHE NN
through the acquisition of FRHEER (Hita)
Shanghai Airlines (Note 44) - - - - 53,920 53,920
Dividends paid to non-controlling XAMBARERHS
interests in subsidiaries ERRA - - - - (41,738) (81,738)
Capital contribution by non-controlling  BYESA B4t
interests in subsidiaries BRHE - - - - 519,300 519,300
Disposal of subsidiaries HEREAR - - - - (8,843) (8,843)
Balance at 31 December 2010 —S-ZE+-A=1-AgE 11,276,539 16,950,255  (12,955,507) 15,271,287 1,290,599 16,561,886

113

The notes on pages 110 to 220 are an integral part of these financial statements. FENRENENMFHAEHTEBRROBEED -
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NOTES TO THE FINANCIAL STATEMENTS

B FE SRR L

(Prepared in accordance with International Financial Reporting Standards) (1ZBERXE] R4 ERIES)

For the year ended 31 December 2010 B E —FE—FEF+ - A=+—H I FEF

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 the Company's registered 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.

In January 2010, the Company issued 1,694,838,860 A Shares of the Company
to the shareholders of Shanghai Airlines Co., Ltd (“Shanghai Airlines"), a PRC
airlines company previously listed on The Shanghai Stock Exchange, in exchange
for all issued shares of Shanghai Airlines. Thereafter, Shanghai Airlines was
delisted and became a wholly owned subsidiary of the Company (details refer to
Note 44).

These financial statements have been approved for issue by the Company's Board
of Directors (the “Board") on 30 March 2011.

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, unless otherwise stated.

(a) Basis of preparation

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

The preparation of 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 financial
statements are disclosed in Note 4.
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NOTES TO THE FINANCIAL STATEMENTS

B RS ERAR MR

(Prepared in accordance with International Financial Reporting Standards) (}ZEIBRE] H iR & EAERY)
BitFE

For the year ended 31 December 2010 & F =~ F—FF = H=+4—

X

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

(a) Basis of preparation (continued)

In preparing the financial statements, the Board has given careful
consideration to the going concern status of the Group in the context of
the Group’s current working capital deficit.

As at 31 December 2010, the Group's accumulated losses were
approximately RMB12.96 billion and its current liabilities exceeded its
current assets by approximately RMB27.18 billion.

Against this background, the Board has taken active steps to seek .

additional sources of finance and improve the Group's liquidity position.
As at 31 December 2010, the Group had total unutilised credit facilities
of approximately RMB30.72 billion from banks. The Board believes that,
based on experience to date, it is likely that these facilities will be rolled
over in future years if required.

With the credit facilities and based on the Group’s history of obtaining
finance and its relationships with its bankers and creditors, the Board
considers that the Group will be able to obtain sufficient financing to
enable it to operate, as well as to meet its liabilities as and when they
become due, and the capital expenditure requirements. Accordingly, the
Board believes that it is appropriate to prepare these financial statements
on a going concern basis without including any adjustments that would be
required should the Company and the Group fail to continue as a going
concern.
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NOTES TO THE FINANCIAL STATEMENTS

B RS R AR B EE

(Prepared in accordance with International Financial Repomng Standards) ( }E@Pﬁgﬁﬁﬁ‘tﬁ RiltmE)

For the year ended 31 December 2010 HE=—FE—FF+ - H=-+—HIF

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

(a) Basis of preparation (continued)

() New and amended standards adopted by the Group

The Group has adopted the following new standards and
amendments to existing standards which are relevant for the Group’s
existed business and mandatory for the first time for the financial
year beginning 1 January 2010:

. IFRS3 (revised), ‘Business combinations’, and consequential
amendments to tAS 27, ‘Consolidated and separate financial
statements’, IAS 28, ‘Investments in associates’, and I1AS
31, 'Interests in joint ventures’, are effective prospectively
to business combinations for which the acquisition date is
on or after the beginning of the first annual reporting period
beginning on or after 1 July 2009.

The revised standard continues to apply the acquisition
method to business combinations but with some significant
changes compared with IFRS 3. For example, all payments
to purchase a business are recorded at fair value at the
acquisition date, with contingent payments classified as
debt subsequently re-measured through the statement of
comprehensive income. There is a choice on an acquisition-
by-acquisition basis to measure the non-controlling interests
("NCI1”) in the acquiree either at fair value or at the
NCl's proportionate share of the acquiree’s net assets. All
acquisition-related costs are expensed.
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NOTES TO THE FINANCIAL STATEMENTS
MR et

(Prepared in accordance with International Financial Reporting Standards) (1ZBIB B B iR EBiESY)
For the year ended 31 December 2010 B —B—BFE+ = F=+—HIHEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. BEESTHBEREGE)
(continued)
(a) Basis of preparation (continued) (a) HREEEA)
(i)  New and amended sténdards adopted by the Group (continued) () AEEEFRHFETREBXKLY
EAY(E)

As the Group has adopted IFRS 3 (revised), it is required
to adopt IAS 27 (revised), “consolidated and separate
financial statements”, at the same time. IAS 27 (revised)
requires the effects of all transactions with NC! to be recorded
in equity if there is no change in control and these transactions
will no longer result in goodwill or gains and losses. The
standard also specifies the accounting when control is lost.
Any remaining interest in the entity is re-measured to fair
value, and a gain or loss is recognised in profit or foss. IAS
27 (revised) also requires that total comprehensive income
is attributed to the owners of the parent and to NC) even if
this results in the NCI having a deficit balance. The standard
requires prospective application of the amendment. The
Group has applied the new policy prospectively to transactions
occurring on or after 1 January 2010. As a consequence, no
adjustments were necessary to any of the amounts previously
recognised in the financial statements.

Amendment to IAS 38 "Intangible Assets” clarifies
guidance in measuring the fair value of an intangible asset
acquired in a business combination and it permits the
grouping of intangible assets as a single asset if each asset
has similar useful economic lives. This amendment has no
impact on the fair value of the intangible assets acquired
in business combination as intangible assets acquired have
different useful economic lives.
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BB R B

(Prepared in accordance with International Financial Reporting Standards) ( F BB B R A 2 Rl 2Y)

For the year ended 31 December 2010 #FE —FE—F#+ = f=+—H I FE

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

(a) Basis of preparation (continued)

(i) New and amended standards adopted by the Group (continued)

1AS 17 (Amendment) “Leases”, in the second improvement
project to IFRSs issued by the IASB in April 2009 (“Second
Improvement Project”) deletes the specific guidance
regarding dlassification of leases of land, so as to eliminate
inconsistency with the general guidance on lease classification.
This amendment has no impact on the dlassifications of leases
of lands of the Group as all payments for lands of the Group
are regarded as operating lease prepayments.

IAS 1 (amendment), ‘Presentation of financial statements’. The
amendment clarifies that the potential settlement of a liability
by the issue of equity is not relevant to its classification as
current or non-current. By amending the definition of current
liability, the amendment permits a liability to be classified as
non-current (provided that the entity has an unconditional
right to defer settlement by transfer of cash or other
assets for at least 12 months after the accounting period)
notwithstanding the fact that the entity could be required
by the counterparty to settle in shares at any time. This
amendment has no impact on the Group or the Company's
financial statements.

IAS 36 (amendment), ‘Impairment of assets’. The amendment
clarifies that the largest cash-generating unit (or group of
units) to which goodwill should be aliocated for the purposes
of impairment testing is an operating segment, as defined
by paragraph 5 of IFRS 8, ‘Operating segments' {that is,
before the aggregation of segments with similar economic
characteristics). This amendment has no impact on the Group
or the Company's financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

SRR M

(Prepared in accordance with International Financial Reporting Standards) (}zEGRX
For the year ended 31 December 2010 B ~ E—FF = F =+—H - FZ

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

(a) Basis of preparation (continued)

(ii)

New and amended standards, and interpretations mandatory for the
first time for the financial year beginning 1 January 2010 but not
currently relevant to the Group

1AS 1 (Amendment)
IFRS 1 (Revised)

1AS 1 (Amendment)

IAS 39 (Amendment)

IFRS 2 (Amendment)

IFRS 5 (Amendment)

IFRIC9

IFRIC 16

IFRIC 17

IFRIC 18

Presentation of Financial Statements
First-time Adoption of IFRSs

First-time Adoption of IFRSs — Additional
Exemptions for First-time Adopters

Eligible hedge items

Share-based payments — Group Cash-settled
Share-based Payment Transaction

Measurement of non-current assets
(or disposal groups) dassified
as held for sale

Reassessment of embedded derivatives
and 1AS 39, Financial instruments:
Recognition and measurement

Hedges of a net investment in a foreign
operation

Distributions of Non-cash Assets to Owners

Transfer of assets from customers
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 NOTES TO THE FINANCIAL STATEMENTS

B ISR AR B AL

(Prepared in accordance with International Financial Reporting Standards) (#/EREE1 IR EAIES)
For the year ended 31 December 2010 8E =~ E—FF+ - A=+—HI FF

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

(a) Basis of preparation (continued)

(i)~ New standards, amendments and interpretations to existing
standards has been issued but not yet effective for the financial year
beginning 1 January 2010 and which are refevant for the Group's
operations

The following standards and amendments to existing standards
have been published and are mandatory for the Group's accounting
periods beginning on or after 1 January 2011 or later periods, but
the Group has not early adopted them:

. IFRS 9 "Finandial Instruments’ (effective from 1 January 2013).
The standard addresses classification and measurement
of financial assets, introducing the following changes:
(i) Introduces a single mode! that has only two classification
categories: amortised cost and fair value, which are driven
by the entity's business model for managing the financial
assets and the contractual characteristics of the financiai
assets. (ii) Removes the requirement to separate embedded
derivatives from financial asset hosts, and requires a hybrid
contract to be classified in its entirety at either amortised
cost or fair value. (jii) Prohibits reclassifications except in rare
circumstances when the entity’s business model changes
and the changes apply prospectively. (iv) Provides specific
guidance for contractually linked instruments that create
concentrations of credit risk, which is often the case with
investment tranches in a securitisation. (v) Indicates that all
equity investments should be measured at fair value. However,
management has an option to present in other comprehensive
income unrealised and realised fair value gains and losses on
equity investments that are not held for trading. (vi) Removes
the cost exemption for unquoted equities and derivatives on
unquoted equities but provides guidance on when cost may
be an appropriate estimate of fair value. The Group will apply
the standard from 1 January 2013 and it is not expected to
have material impact on the Group's or Company's financial
statements.
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(Prepared in accordance with International Financial Reportin
For the year ended 31 December 2010 i F — E—EF = F=+—H I &
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NOTES TO THE FINANCIAL STATEMENTS
B 355 ¥Rk B

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

(a) Basis of preparation (continued)

(iii)

New standards, amendments and interpretations to existing
standards has been issued but not yet effective for the financial year
beginning 1 January 2010 and which are relevant for the Group’s
operations (continued)

*  IFRIC—Int 19, "Extinguishing financial liabilities with equity
instruments’, effective 1 July 2010. The interpretation clarifies
the accounting by an entity when the terms of a financial
liability are renegotiated and result in the entity issuing
equity instruments to a creditor of the entity to extinguish
all or part of the financial liability (debt for equity swap).
It requires a gain or loss to be recognised in profit or loss,
which is measured as the difference between the carrying
amount of the financial liability and the fair value of the equity
instruments issued. If the fair value of the equity instruments
issued cannot be reliably measured, the equity instruments
should be measured to reflect the fair value of the financial
liability extinguished. The Group will apply the interpretation
from 1 January 2011. It is not expected to have material
impact on the Group's or Company's financial statements.

s Prepayments of a minimum funding requirement (amendments
to IFRIC — Int 14). The amendments correct an unintended
consequence of IFRIC —Int 14, 'IAS 19 - The limit on a
defined benefit asset, minimum funding requirements and
their interaction’. Without the amendments, entities are
not permitted to recognise as an asset some voluntary
prepayments for minimum funding contributions. This was
not intended when IFRIC — Int 14 was issued, and the
amendments correct this. The amendments are effective for
annual periods beginning 1 January 2011. Earlier application is
permitted. The amendments should be applied retrospectively
to the earliest comparative period presented. The Group will
apply these amendments for the financial reporting period
commencing on 1 January 2011. It is not expected to have
material impact on the Group’s or Company’s financial
statements.
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NOTES TO THE FINANCIAL STATEMENTS

WB R M

(Prepared in accordance with International Financial Reporting Standards) ($ZBIBEEI45 R &ERIGRL)

For the year ended 31 December 2010 B ZE —F—BF+ A =+—HILFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b) Consolidation

The Group's consolidated financial statements include the financial
statements of the Company and all of its subsidiaries made up to
31 December.

(i) Subsidiaries

Subsidiaries are all 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 Group uses the acquisition method of accounting to account
for business combinations. The consideration transferred for the
acquisition of a subsidiary is the fair values of the assets transferred,
the liabilities incurred and the equity interests issued by the Group.
The consideration transferred includes the fair value of any asset
or liability resulting from a contingent consideration arrangement.
Acquisition-related costs are expensed as incurred. Identifiable
assets acquired and liabilities and contingent liabilities assumed in a
business combination are measured initially at their fair values at the
acquisition date. On an acquisition-by-acquisition basis, the Group
recognises any non-controlfing interest in the acquiree either at fair
value or at the non-controlling interest's proportionate share of the
acquiree’s net assets.

Investments in subsidiaries are accounted for at cost less impairment.
Cost is adjusted to reflect changes in consideration arising from
contingent consideration amendments. Cost also includes direct
attributable costs of investment.
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NOTES TO THE FINANCIAL STATEMENTS
B R AR B =

(Prepared in accordance with International Financial Reporting Standards) (JzEI B} AR ER 4R 5Y)
For the year ended 31 December 2010 35 — T —FEF = = +—H |F EEF

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2.
(continued)

ERSTHENEE)

{b) Consolidation (continued) (b) EOHRE (8])

(i) Subsidiaries (continued) ()  HEREIE)
The excess of the sum of (a) the consideration transferred, (b) the ()EEMHE - O)EE S TR
amount of any non-controlling interest in the acquiree and (c) the FEIERIMERE R - A R(OBKEE
acquisition-date fair value of any previous equity interest in the ERZAEREEERHNAL
acquiree over the fair value of the identifiable net assets acquired is BEAEN - BIBAEEREIGFT
recorded as goodwill (Note (k)(i)). If this is less than the fair value BETHRIFEEDABENE
of the net assets of the subsidiary acquired in the case of a bargain B PR E (M EE(KG) - pEEE
purchase, the difference is recognised directly in the statement of BHEMES - SXBEERHME
comprehensive income. AFRRFEAENDABHE %
ERERERARERPIER -
Inter-company transactions, balances and unrealised gains on SEARRZEORS XS
transactions between group companies are eliminated. Unrealised BHRRERERFEGFAEE -k
losses are also eliminated. Accounting policies of subsidiaries have BERERIFTIAEE - HEBLT
been changed where necessary to ensure consistency.with the NENBREREEEHEE -
policies adopted by the Group. NEREAEBRANBESA
_ﬁ o
(i) Transactions with non-controlling interests (i) BAFEERIERAZS

The Group treats transactions with non-controlling interests as
transactions with equity owners of the Group. For purchases from
non-controlling interests, the difference between any consideration
paid and the relevant share acquired of the carrying value of net
assets of the subsidiary is recorded in equity. Gains or losses on
disposals to non-controlling interests are also recorded in equity.

When the Group ceases to have control or significant influence, any
retained interest in the entity is remeasured to its fair value, with
the change in carrying amount recognised in profit or loss. The fair
value is the initial carrying amount for the purposes of subsequently
accounting for the retained interest as an assodiate, joint venture
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or financial asset. In addition, any amounts previously recognised in BREE  (ERAHE - A4%eR
other comprehensive income in respect of that entity are accounted BE o Ib5h - ZRIERMEAIR

for as if the Group had directly disposed of the related assets or
liabilities. This may mean that amounts previously recognised in
other comprehensive income are reclassified to profit or loss.

If the ownership interest in an associate is reduced but significant
influence is retained, only a proportionate share of the amounts
previously recognised in other comprehensive income are reclassified
to profit or loss where appropriate.
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NOTES TO THE FINANCIAL STATEMENTS
I B R AR BT EE

(Prepared in accordance with International Financial Reporting Standards) (1ZEIRSRI K RE LRI E)
For the year ended 31 December 2010 2 —E—FF+ - =+—H I FEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2.

EESHBCERE(E)
(continued)
(b) Consolidation (continued) . (by EGHIRE (8)
(i) Associates (i) BEERAE]

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

The Group's share of its associates’ post-acquisition profits or losses
is recognised in the consofidated 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 assodiate,
including any other unsecured receivables, the Group does not
recognise further losses, unless it has incurred obligations or made
payments on behalf of the assodiate.

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 recognised 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(m)). The
results of associates are accounted for by the Company on the basis
of dividend received and receivable.
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NOTES TO THE FINANCIAL STATEMENTS
B R AR Y =

(Prepared in accordance with International Financial Reporting Standards) (#%EIBEE] 7 iR SRR 2Y)

For the year ended 31 December 2010 #E - E—FF - H=+—[IEF

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b) Consolidation (continued)
(iv)  Jointly controlfed entities

A jointly controlled entity is an entity in which the Group has joint
control over its economic activity established under a contractua!
arrangement. The Group's investments in jointly controlled entities
includes goodwilt (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 financial
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 consolidated 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.

The Group recognises the portion of gains or losses on the sale of
assets by the Group to the joint venture that it is attributable to the
other venturers. The Group does not recognise its share of profits or
fosses from the joint venture that 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.

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

() Segmental reporting

Operating segments are reported in a manner consistent with the internal
reporting provided to the chief operating decision-maker ("CODM").
The CODM, who is responsible for allocating resources and assessing
performance of the operating segments, has been identified as the office of
the General Manager that makes strategic decisions.
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NOTES TO THE FINANCIAL STATEMENTS
BIIE AN

(Prepared in accordance with International Financial Reporting Standards) (12EBR5 3R &2EEER)
For the year ended 31 December 2010 BB E —FE—F&E+ - F=+—A - EF

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. EESHHBEREER)
(continued)
(d) Foreign currency translation (d) HEa"

(i) Functional and presentation currency

Items included in the financial statements of each of the Group's
entities are measured using the currency of the primary economic
environment in which the entity operates (the “functional
currency”). The financial statements are presented in Chinese
Renminbi ("RMB"), which is the functional and presentation
currency of the Company and the Group's entities.

(i) 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
settiement 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.

Foreign exchange gains and losses that relate to borrowings and
cash and cash equivalents are presented in the income statement
within “finance income or cost'.

(e) 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 will 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.
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NOTES TO THE FINANCIAL STATEMENTS
R RMEE |

(Prepared in accordance with International Financial Reporting Standards) (}ZEIREE1 4 iRE EAIES)
For the year ended 31 December 2010 &~ F—FF+—

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

(e) Revenue recognition and sales in advance of carriage
(continued)

0

(ii)

(i)

(iv)

{v)

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").

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.

Ground service income

Revenues from the provision of ground services are recognised when
the services are rendered.

Tour operation revenues

Revenues from tour and travel services and other travel.related
services are recognised when the services are rendered.

Other revenue

Revenues from other operating businesses, including income derived
from the provision of cargo handling services and freight forwarding
are recognised when the services are rendered.

Revenue from the sale of goods in connection with the import and
export business is recognised when the significant risks and rewards
of ownership have been transferred to the customer and collectability
of the related receivables is reasonably assured. This is usually taken
as the time when the goods are delivered and the customer has
accepted the goods.

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.
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(Prepared in accordance with International Financial Reporting Standards) (1ZBERSE) # iR EAIESY)

For the year ended 31 December 2010 i E = E—FF+ = F=+—HAIFEEF

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

®

(9)

(h)

0

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 cperating leases, the Group has
obligations 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.

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(1)).

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.
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NOTES TO THE FINANCIAL STATE)
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(Prepared in accordance with International Financial Reporting Standards) (EIBEEI R EAIERD)

For the year ended 31 December 2010 B E = E—FF+ - =1+—HI- FF

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

)

Current and deferred tax

The tax expense for the period comprises current and deferred tax. Tax is
recognised in the income statement, except to the extent that it relates
to items recognised in other comprehensive income or directly in equity.
In this case the tax is also recognised in other comprehensive income or
diredly in equity, respectively.

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
periodically 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.

Deferred income tax is provided, using the liability method, on temporary
differences arising between the tax bases of assets and liabilities and
their carrying amounts in the financial statements. However, deferred tax
liabilities are not recognised if they arise from the initial recognition of
goodwill and 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 income 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.
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(Prepared in accordance with International Financial Reporting Standards) (}ZEIBREI# & ERIES)
For the year ended 31 December 2010 B E— B —FF+ - =+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

(k) 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, assodiate 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 jointly controlled entities”
and is tested for impairment as part of the overall balances.
Separately recognised goodwill is tested for impairment at least
annually or whenever there is an indication of 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.

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, according to the identified
operating segments, that are expected to benefit from the business
combination in which the goodwill arose.

(i) 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 be provided.

(i) 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 years. Costs associated with developing or
maintaining computer software programs are recognised as expense
when incurred.
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(Prepared in accordance with International Financial Reporting Standards) (1% BIRE 81 FH 2 BIE5Y)

For the year ended 31 December 2010 BF — FE—FF - A=-1—AIFE

2,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

o

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.

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 5 to 7.5 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, the depreciation method
of which has been described in the preceding paragraph, other depreciation
of property, plant and equipment is calculated using the straight-line
method to write down their costs to their residual values over their estimated
useful lives, as follows:

Owned and finance leased aircraft and engines 15 to 20 years
Fight equipment, including rotables 10 years
Buildings 15 to 45 years
Other property, plant and equipment 5to 20 years

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.

Gains and losses on disposals are determined by comparing the proceeds
with the assets’ carrying amount and are recognised in the income
statement.

Construction in progress represents buildings under construction and plant
and equipment pending installation. 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.
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(Prepared in accordance with International Financial Reporting Standards) (1ZBRSE} iR EAIES))

For the year ended 31 December 2010 B E —F—FF+_-_A=+—AI-FEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

(m) Impairment of investments in subsidiaries, associates,

(n)

(o)

(p)

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 for impairment at least”

annually or whenever there is indication of 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.

Non-current assets held for sale

Non-current assets are classified as assets held for sale when their carrying
amount is to be recovered principally through a sale transaction and a sale is
considered highly probable. They are stated at the lower of carrying amount
and fair value less costs to sell if their carrying amount is to be recovered
principally through a sale transaction rather than through continuing use.

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.

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.
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For the year ended 31 December 2010 B = Z—
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

{a)

(r)

(s)

(®)

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
miscellaneous 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 recognised initially at fair value and subsequently
measured at amortised cost using the effective interest methad, 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 finandial 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 prewously written off
are credited in the income statement,

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 less.

Trade payables

Trade payables are obligations to pay for goods or services that have been
acquired in the ordinary course of business from suppliers. Trade payables
are classified as current liabilities if payment is due within one year or less
(or in the normal operating cycle of the business if longer). If not, they are
presented as non-current liabilities.

Trade payables are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method.
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for the year ended 31 December 2010 B FE —E—FF 4= f=+—A ) FFF

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

(¢) Borrowings

(v)

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
redemption value is recognised in the income statement over the period of
the borrowings 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 in which case such borrowings are dassified as
non-current liabilities.

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 can 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 value 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
spedific to the obligation. The increase in the provision due to passage of
time is recognised as interest expense.
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NOTES TO THE FINANCIA coTss
BB RAR MR

(Prepared in accordance with International Financial Reporting Standards) (. JEBIRR B IR SRR )

For the year ended 31 December 2010 B E = FE—TFE+—F=+—F I FF

2. SUMMARY'OF SIGNIFICANT ACCOUNTING POLICIES

ERSTEEREGE)
(continued)
(w) Leases w) HE
() A Group company is the lessee () EERMAFSEFEA
Finance leases BEME

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 resuiting 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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—EEf A=

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

(w) Leases (continued)

' (x)

(i) 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 certain 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 annually using the projected unit credit
method. 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

Dbenefits 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 adjusfments 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 the income statement over the
employees’ expected average remaining working fives.

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). .n
this case, the past-service costs are amortised on a straight-line basis over
the vesting period.
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NOTES TO THE FINANCIAL
BTSRRI RT

(Prepared in accordance with International Financial Reporting Standards) (1 EBEE1 IR 2 EGS)
For the year ended 31 December 2010 B FE -~ E—FF+-H=+—AILEE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

{y) 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.

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

() 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
finandial 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.

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

(Prepared in accordance with International Financial Reporting Standards) (1S 8} R EREE)

For the year ended 31 December 2010 BZE ~FE—FEF+ - H=+

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

)

(@

(aa)

Derivative financial instruments (continued)

The full fair value of a hedging derivative is classified as a non-current
asset or liability when the remaining maturity of the hedged items is more
than 12 months, and as a current asset or liability when the remaining
maturity of the hedged item is less than 12 months. Trading derivatives are
classified as a current asset or liability.

When a hedging instrument expires or s 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 dassified as
available-for-sale financial assets and are recognised on the trade-date
— the date on which the Group commits to purchase or sell the asset.
Investments 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,

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
liabifity in the financial statements in the period in which the dividends are
approved by the Company's shareholders.
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(Prepared in accordance with International Financial Reporting Standards) (1% EBEB} FEER &R AIES)

For the year ended 31 December 2010 B E — E—FF - A=+—FAIEEF

3. 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 liquidity 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
manage risk exposures whenever management consider necessary.

Risk.management is carried out by a.central treasury department (the
“Group Treasury”) under policies approved by the Board. 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.

(i) Foreign currency risk

Since 21 July 2005, the PRC government reformed the Renminbi
exchange rate system and established a floating exchange rate
system in which the exchange rate would be adjusted and managed
based on market supply and demand with reference to a basket
of foreign currencies. The fluctuation in Renminbi exchange rate is
affected by the domestic and international economy, the political
situation and the currency supply and demand of the currency, and
thus the Renminbi exchange rate in the future may therefore be very
different from the current exchange rate.

The Group operates its business in many countries and territories.
The Group generates its revenue in different currencies, and its
foreign currency liabilities at the end of the period are much higher
than- its foreign currency assets. The Group's major liability item
(purchases and leases of aircraft) is mainly priced and settled in
foreign currencies such as US dollars. In addition, fluctuations in
exchange rates will affect the Group’s costs incurred from foreign
purchases such as aircraft, flight equipment and aviation fuel, and
take-off and landing charges in foreign airports.
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3. FINANCIAL RISK MANAGEMENT (continued) 3. SEREKREE(®E)
(a) Financial risk factors (continued) (a) =HEMEEE)
(i) Foreign currency risk (continued) () SMNERE(E)
The Group also has exposure to foreign currency risk in respect of AEE b AR E SN F R TR
net cash inflow denominated in Japanese Yen from ticket sales BMBETHRANKRIFHERES
in overseas branch office after payment of expenses. The Group FREMA MBARENER
entered into certain foreign exchange forward option contracts to B REBBBRFET - THIHNE
manage this foreign currency risk. Details of foreign currency forward ERHESHUE R LINER
contracts are disclosed in Note 38(b) to the financial statements. i - BRAINERBAHMNEAS
' R RIS BKMTE38() -
The following table details the Group’s and the Company’s exposure TREETRERARDNEN KR
at the balance sheet date to major currency risk. . ’ = EAINERK -
Group
£m
2010 2009
-85 —ETAE
Usb Euro JPY usb Euro Y
ES X B3 e BT A
RMB'000 RMB'000 RMB000 RMB000 RMB000 RMB'000
ARBTR ARBTL ARBTT ARMTT ARMTFT AREFT
Tradeand other receivables ~  FERAREMARER 1,778,205 84,424 134822 1306616 56,663 93,778
Cash and cash equivalents BERBEE%EY 263,051 30,592 12,705 253,776 43519 30,889
Trade and other payables FER AR R A B 3R (615,553} (678) (22891)  (416,288) (462) -
Obligations under finance leases BBHERRE (16,740,266) - - (17,604,920 - -
Bomowings - B2 (22,072,121) - - (13,157,341) (113,254) -
Currency derivatives at fIETARERS
notional value 317,890 - - 559,402 - -
Net balance sheet exposure BERBERBE (37,068,794) 114,338 124,636 (29,058,755) (13,534) 124,667
Company
27
2010 2009
—E-BF ZEThE
- UsD Euro IPY usb Euro PY
ES |5 BT e BT BT
RMB000 RMB000 RMB000 RMB000 RMB000 RMB'000
ARMTR ARETRL ARETT ARMTZ ARETT AREFT
Tadeand otherreceivables  REMBESRLMAME 970089 50461 132581 125931 @40 93778
Cash and cash equivalents BERBREEY 181,499 22,888 1445 224,095 28,588 11,006
Trade and other payables ERR RN (457,595) - (20.046) (41299 - -
Obligations under finance leases BABERE (13,448,836) - - {15,537,909) - -
Borrowings B% (17,661,867) - - (11,962,124) (113,254) -
Currency derivatives at notional ~ $74 LRAEZH XS
value 317,890 - - 559,402 - -
73,349 119,980 (25,870,297) 104,784

Net balance sheet éxposure BRERBREE (30,098,820)

(40,926)
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3. FINANCIAL RISK MANAGEMENT (continued) 3. SRIRBER(HE)
(a) Financial risk factors (continued) (a) =RERREZEHA)
(i) Foreign currency risk (continued) ) SIMEREER(E)
The following table indicates the approximate change in the Group’s TRETHREERBRA - A
profit and loss and other components of consolidated equity in REHEMEEAEI% - HAE
response to a 1% appreciation of the RMB against the following AR RSB IEE RERN
major currencies at the balance sheet date. H bR B Hass 2
Group
=m
2010 2009
—E-EF —EThE
Effect Effect
Effect on other Effect on other
on profit components on profit components
and loss of equity and loss of equity
HiERHAD S H A
HESHNEE BoMEE HEZOHFE SN0
RMB'000 RMB'000 RMB'000 RMB'000
AREFT AR¥EFT ARETFT AREFT
US dollars E 365,365 8,346 297,829 411
Euro BT (1,143) - 135 -
Japanese Yen Bt (1,246) - (1,247) -
Company
|
2010 2009
=2-2F ZEBThEF
Effect Effect
Effect on other Effect on other
on profit components on profit components
and loss of equity and loss of equity
HERHA s HA
HBENTE BoNEE HEXNT 8BS
RMB’000 RMB'000 RMB000 RMB’000
AR¥FT AR%SFT AR¥TFT ARETFIT
US dollars E 295,666 . 8,346 266,099 411
Euro BT (733) - 409 -
Japanese Yen Bt (1,200) ’ - (1,048) -
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Interest rate swaps at notional F|REFHBAH)

3. FINANCIAL RISK MANAGEMENT (continued) 3. 2BEKREE(HE)
(a) Financial risk factors (continued) (a) 2@EAEMREEZEE)
(i) Interest rate risk (i) FEREE
The Group's interest-rate risk primarily arises from borrowings and FEENFERBREERBMER
obligations under finance leases. Borrowings issued at variable EREHERE - REDFIXE
rates expose the Group to cash flow interest-rate risk. Borrowings ANEBRSTEBERZIRASTRE
issued at fixed rates expose the Group to fair value interest-rate risk. MR - REEFREANEG
During the year ended 31 December 2010, the Group's borrowings REAKEEARZIREFNER
and obligations under finance leases at variable rates were BeR-_FE—FF+-A=+—
primarily denominated in US dollars. The interest rates and terms of B AEERZHFREANE
repayment of borrowings made to the Group and interest rate swaps REREAERBEEART
are disclosed in Notes 32 and 38(a) to the financial statements. - F& EENEREEETUR
MR E NI B RS S
327NMEE38(a) ©
To hedge against the variability in the cash flows arising from a RTEHBRRTISH EZLHMI
change in market interest rates, the Group has entered into certain ERRSRED  AE@BEB—
interest rate swaps to swap variable rates into fixed rates. EMMERBAOGEBF EE
{LRBEERE -
The following table details the interest rate profiles of the Group's TRERTRERAREVER
and the Company's interest-bearing financial instruments at the HEHNTESERT AN -
balance sheet date.
Group Company
£E AT
2010 2009 2010 2009
—E-Bf ZEThE —E—BF —ETAF
RMB’000 RMB'000 RMB’000 RMB'000
ARETFT AREFT AREFT AREFT
Floating rate instruments FERRTH
Cash and cash equivalents BeRkBRESEY 3,067,661 1,730,991 844,084 1,114,768
Borrowings EEN (32,088,011) (22,477,854) (26,133,256) (18,790,618)
Obligation under finance leases gt AR E B & (19,208,333) » (19,241,091) (15,877,872) (17,174,080)

amount BERE 4,048,530 2,179,378 4,048,530 2,179,378
(44,180,153) (37,808,576) (37,118,514) (32,670,552)
Group Company
- AT
2010 2009 2010 2009
—E-EF —EENF ZE-BF ZTThE
RMB’000 RMB'000 RMB'000 RMB‘000
AR¥EFT ARETFT AR¥TT ARETFT
Fixed rate instruments EEXMEILA
Borrowings EEN (6,477,646) (2,857,095) (4,455,859) (2,331,095)
Obligation under finance leases BYEHER & - (129,144) - (129,144)
Interest rate swaps at notional IR FIA L
amount BERE 375,434 466,817 375,434 466,817
(6,102,212) (2,519,422) (4,080,425) (1,993,422)
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3. FiNANClAL RISK MANAGEMENT (continued)

S ERIRE)

143

3. SRERREER)

(a) Financial risk factors (continued) () ERERREEE)
(i) Interest rate risk (continued) i) FIEREER(E)
The following table indicates the approximate change in the Group’s TREFNTEEMEERIFIEE
profit and loss and other components of equity if interest rate had HERT » BFIR A5 EEE
been 25 basis points higher with all other variables held constant. HERBERARMBREARES
HEMBAEAR SR IR R -
2010 2009
—E-BF —EThE
Effect Effect
Effect on other Effect on other
on profit components on profit components
and loss of equity and loss of equity
iR M Y H A
HiERNE BAHEE HEAmHpE Broge
RMB’000 RMB’000 RMB'000 RMB’000
AR¥ETT ARETFT ARETT ARBFT
Floating rate instruments FERETA (110,424) (10,121) (94,441) (10,952)
(i) Fuel price risk (i)  AHEEEE
The Group's results of operations may be significantly affected by HRAURAAEE —HXBLE
fluctuations in fuel prices which is a significant expense component X A AREERNEERST
for the Group. Aircraft fuel accounts for 31% of the Group's FIFURERIRBTRE - fimk
operating expenses (2009: 32%). The Group has entered into certain HIEERBEEIENN%(=]
financial derivatives to hedge against fuel price risk. Details of crude TNF 32%) - FERBBR 1
oil option contracts are disclosed in Note 38(c) to the financial BRMTAE T AR HHHERER
statements. B o FUMEIR S ANRBERER
BRI RS BME38(0) -
For the year ended 31 December 2010, if fuel price had been 5% R-E-ZTF+ZA=+—-A8i1t
higher/lower with all other variables held constant (excluding the EE EEMESERTENE
impact of crude oil option contracts), the Group's fuel cost would AT (TBERHEENZE) -
have been RMB1,081 million higher/lower. 5 FEaMAESE LA B
5% + AGEEAAR A EFA R
BEARKI1081BT -
(iv)  Credit risk vy EEREE

The Group's credit risk is primarily attributable to cash and cash
equivalents, derivative financal 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 on-going basis.

AEENEERAREESHKEAS
ER&ERY  fTEEMIA -
ERITRE S BRI
RHERBANEERR A&
RiaB-EEENEERRHH
EERBBITIHBNETS -
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 EEmEME

(Prepared in accordance with International Financial Reporting Standards) ( ff@ﬁ”ﬁjﬁﬁi_ﬁﬁljﬁ_‘%’)
For the year ended 31 December 2010 # Z.

—F—FEt A=+ AL

3. FINANCIAL RISK MANAGEMENT (continued)

(a) Financial risk factors (continued)

(iv)

Credit risk (continued)

The Group has policies in place to ensure that sales of 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 the-

credit standing.

A significant portion of the Group's air tickets are sold by sales
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 RMB804 million as at
31 December-2010 (2009: approximately RMB560 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 26.

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 hoiding company (Note 46(c)(iii)). The
management does not expect any loss to arise from non-performance
by these banks and the financial institution.

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.
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NOTES TO THE FINANCIAL |
B RS ERaR b |

(Prepared in accordance with International F/nancral Reporting Standards) (3ZERBRES R & 2EA) / EE)
For the year ended 31 December 2010 éf E_F-REA{_F

3. FINANCIAL RISK MANAGEMENT (continued)

(a) Financial risk factors (continued)

V)

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 borrowings. The Group finances its working
capital requirements 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 2010, the Group’s net current liabilities amounted
to RMB27,184 million (2009: RMB28,648 million). For the year
ended 31 December 2010, the Group recorded a net cash inflow
from operating activities of RMB10,641 million (2009: inflow
RMB3,429 million), a net cash outflow from investing activities and
financing activities of RMB9,285 million (2009: outflow RMBS,150
million), and an increase in cash and cash equivalents of RMB1,356
milfion (2009: decrease RMB1,721 million).

The Directors of the Company believe that cash from operations
and short and long term bank borrowings will be sufficient to
meet the Group's operating cash flow. Due to the dynamic nature
of the underlying businesses, the Group's treasury policy aims at
maintaining flexibility in funding by keeping credit lines available.
The Directors of the Company believe that the Group has obtained
sufficient general credit facilities from PRC banks for financing
future capital commitments and for working capital purposes
(see Note 2(a)).

Z—HUEFE

TRAREE ()

SREARER(E)

v

RBE SRR

FAEANEIERSBRARR
B RDBEATRENFE S
MR RERLEEERRALE -

A BB S E L R RITEN
REBERFENERA ERIR
REBEELOBS - KEEB
¥ LARE R EART R R R
AR E e -

$%.EE§W%§@T@M’
R-Z—-ZF+=-A=+—8"
FEBRFIRDABAARE
. 271.8448 5T (2009 : A R#5286.48
Br) R-FT—ZFH+-A
=T—HLEEE - AEEERSESY
RETDRSFRANBARE
1064EL(ZEThE : ARE
34.2918%) - RETHRBEE
E}W%iﬁﬁiﬁﬂjm%/\ﬁﬁggz 85
éﬁﬁ(:g /m.sl-ﬂ/\E.%
51.50{87T) ﬁﬁ&ﬁﬁsﬂﬁm
EBMHAREBSGET(Z2S
NE : BPARKNT21ETT) -

ARRABEERBAEEETRB
BB RITEDERBE R BN
BEES ANITERMES
2 AEEBEBRUCEENE
AEUREEEENBE S -
AABRESHREAEEEATEA
BRBITESTRNEEEE -
ARENRREA AT REE
BEHEE S (HEE) -
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RIS R MIEE

(Prepared in accordance with International Financial Reporting Standards) (J&BIRSE1 R ERIE )

For the year ended 31 December 2010 #E —F—BE - A=+—HI EF

3. FINANCIAL RISK MANAGEMENT (continued)

(a) Financial risk factors (continued)

146

3. TREREEH)

() ERAEEEH)

(v} Liquidity risk (continued) )  EEELERE)
Management monitors rolling forecasts of the Group’s liquidity EEBREERRSRKE B
reserves on the basis of expected cash flows. SEMRYE SRABREER -
The table below analyses the Group’s and the Company’s financial TRETFEENHBHEBERIA
liabilities that will be settled into relevant maturity groupings based FREEFRHENERNERE - 1R
on the remaining -period at the balance sheet to the contractual HENZ AR REBHEESR
maturity date. The amounts disclosed in the table are the contractual BEREBZESNBIEHANRL M
undiscounted cash flows. Balances due within 12 months equal their ETON - ERARTENSEAR
carrying balances, as the impact of discounting is not significant. BHERBERNBELTE - AR
BROFETKA - BULE12EA
RE BN EBENEREE -
Group
=M
Less than Between Between Over
1 year 1 and 2 years 2 and 5 years 5 years
18T 1225 R 2B5FR SEE
RMB000 RMB000 RMB000 RMB‘000
ARETT AR¥TT AREFT AREFT
At 31 December 2010 =—T—FfF
t=R=+-8
Borrowings EEN 16,113,516 8,591,821 9,140,195 6,729,831
Derivative financial SRITTET R
instruments 61,857 4,920 131,903 117,727
Obligations under finance FEREBE
leases 2,476,451 2,539,816 7,498,600 8,359,802
Trade and other payables  FE{BREEX
B E A FEAT AR 18,151,076 8,830 336,761 314,944
Total #m| 36,802,900 11,145,387 17,107,459 15,522,304
At 31 December 2009 —BENE
+=ZR=+—H
Borrowings &3 12,886,380 3,174,883 6,523,487 4,356,734
Derivative finandial TROTETA
instruments 1,006,286 12,095 6,364 104,886
Obligations under finance ~BERERE
leases 2,466,415 2,388,362 7,405,048 8,752,687
Trade and other payables  FEfRERE K
Hib TR 17,311,295 9,104 313,092 364,172
Total oot 33,670,376 5,584,444 14,247,991 13,578,479
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B SRR B

(Prepared in accordance with International Flnanaal Reportmg Standards) (¥ BIBRBI IR EERIGHS)

For the year ended 31 December 2010 B E - F—FF - A=+—HILFEE
3. FINANCIAL RISK MANAGEMENT (continued) 3. SRERER(E)
(@) Financial risk factors (continued) () SEEMKREEHE)
{v)  Liguidity risk (continued) V) RBBELERE)
Company
AT

Less than Between Between Over
lyear 1and2years 2andb5 years 5 years
1T 1225 R 2ESFER SELE
RMB’000 RMB’000 RMB’000 RMB’000

ARKFT AREFT AR TR ARBTFT

At 31 December 2010 —B—F|

+=A=+—8H
Borrowings B 13,078,606 7,077,711 7,010,991 4,977,282
Derivative financial SWMETETAR
instruments 61,857 4,920 131,903 117,727
Obligations under finance BMEHEBE
leases 2,084,165 2,137,332 6,251,938 6,854,100
Trade and other payables  RE{TBEZR %
EAbRE TR 14,552,006 8,830 268,526 314,944
Total B 29,776,634 9,228,793 13,663,358 12,264,053
At 31 December 2009 - —TBETHE
+=A=+—H
Borrowings B 10,651,723 2,752,994 5,549,696 3,427,752
Derivative financial ERTETA
instruments 1,006,286 12,095 6,364 104,886
Obligations under finance BEHEEE
leases 2,213,131 2,130,374 6,600,565 7,802,646
Trade and other payables  FE{THBREN &
HanpERR 15,563,933 9,104 232,043 364,172
Total k] 29,435,073 4,904,567 12,388,668 11,699,456
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NOTES TO THE FINANCIAL STATEMENTS
BB IR AR i EE

(Prepared in accordance with International Ftnanc;al Repomng Standards) (BRI IREEREEL)

For the year ended 31 December 2010 E —F—FF+_F=+

3.

FINANCIAL RISK MANAGEMENT (continued)

—HIEFER

148

3. SREREE(E

(b) Capital risk management by BEXRBREE
The Group's objectives when managing capital are to safeguard the AEEHERETEBCR - RREEBLE
Group’s ability to continue as a going concern in order to provide returns BELE  LARRRELHRMAE M
for shareholders and benefits for other stakeholders and to maintain an ERFEERHANG  ARARRES
optimal capital structure to reduce the cost of capital. ‘ BAERARIEEARRS -
In order to maintain or adjust the capital structure, the Group may RTHBIPEEREE - XEET g%
adjust the amount of dividends paid to shareholders, return capital to EREXN FREGREEE - MR
shareholders, issue new shares or sell assets to reduce debt. DIRNEXREE BOTFRRHEEE
CURAE &R -
The Group monitors capital on the basis of the gearing ratio, which is AEENAEERBREREER 1t
calculated as total liabilities divided by total assets. The gearing ratios at HERRR G R ER AR ENE - £
31 December 2010 and 2009 were as follows: E-EER-_BEBAF+_A=+—
B BEABENT :

2010 2009

—g-u5 —EEhE

RMB'000 RMB000

ARETT ARETFT

Total liabilities BaeE 86,771,830 70,175,211

Total assets BEE 103,333,716 71,851,392

Gearing ratio BEREE 0.84 0.98
Fair value estimation of financial assets and liabilities (0 TREENTREENDAENE

(c)

Effective 1 January 2009, the Group adopted the amendment to IFRS 7 for
financial instruments that are measured in the balance sheet at fair value,
this requires disclosure of fair value measurements by level of the following
fair value measurement hierarchy:

. Quoted prices (unadjusted) in active markets for identical assets or
liabilities (level 1).

*  Inputs other than quoted prices included within level 1 that are
observable for the asset or liability, either directly (that is, as prices)
or indirectly (that is, derived from prices) (level 2).

*  Inputs for the asset or liability that are not based on observable
market data (that is, unobservable inputs) (level 3).
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NOTES TO THE FINANCIA
BBmEMET

(Prepared in accordance with International Financial Reporting Standards) ( E@%ﬁifﬁﬁ‘tﬁ BiliE %)
‘For the year ended 31 December 2010 BE—F—FF+—F FE

3.

(continued)

FINANCIAL RISK MANAGEMENT (continued)

=+—H1F

(c) Fair value estimation of financial assets and liabilities

The following. table presents the Group's-assets and liabilities that are
measured at fair value at 31 December 2010 and 31 December 2009.

3. TEREREEE)

14

(0 EMEENEBREB/HIAETE

(#)

Tiﬁﬁaﬂiilﬁﬁﬂﬁﬁﬁ_: ~F
FR-FTNETZA=+—BtEH

RyEE-
Group
%
Level 1 Level 2 Level 3 Total
1B B 83 @t
RMB’000 RMB'000 RMB’000 RMB’000
AR®TFT ARETFT AR¥TFT ARKFT
At 31 December 2010 —B--BE
+=RB=+-8
Assets BE
Derivative financial instruments € @474 T A
— Crude oil option contracts — BhEER D
(Note 38(c)) (HtaE38(c) - 18,970 - 18,970
— Interest rate swaps — FIREHRAH
" (Note 38(a)) (H13#38(2) - 52,081 - 52,081
Available-for-sale financial HEESREE
assets 5,469 - 236,536 242,005
Total @ 5,469 71,051 236,536 313,056
Liabilities 8
Derivative financial instruments £ gbf74 T A
— Crude oil option contracts ~ — BUSHEAES XN
(Note 38(c)) (H1at38(c) - 48,612 - 48,612
— Interest rate swaps — FETHBREH
(Note 38(a)) (H15£38(3) = 191,247 - 191,247
— Forward foreign exchange — HNEREIEH
contracts (Note 38(b)) (H15£38(b) - 76,548 - 76,548
Total ’ okoc) = 316,407 - 316,407
Group
@3
Level 1 Level 2 Level 3 Total
Z1E Ev) 3B Wit
RMB’000 RMB’000 RMB'000 RMB’000
ARETFIT AREFIT ARETT AREFIT
At 31 December 2009 —ETNEF
+=ZA=+—8
Assets BE
Derivative financial instruments £ T E
— Crude oil option contracts — BRI en
{Note 38(c)) (HisE38(c) - 3,490 - 3,490
Available-for-sale ARG SRS E
financial assets - - 57,269 57,269
Total ookl — 3,490 57,269 60,759
Liabilities aff
Derivative financial instruments £&4$T4 T &
— Crude oil option contracts ~ — FESREESH
(Note 38(c)) (Hi:#38(c) - 897,744 - 897,744
— Interest rate swaps — MEEBEH
(Note 38(a)) (Bi3E38(a)) - 154,871 - 154,871
— Forward foreign exchange ~ — SNEREAS 4
contracts (Note 38(b)) (HtaE38(b)) - 77,016 - 77,016
Total k] - 1,129,631 - 1,129,631
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* NOTES TO THE FINANCIAL STATEMENTS
TR M EE

(Prepared in accordance with International Fmanc:al Report/ng Standards) (}ZEABREI KR &ERGEY)
For the year ended 31 December 2010 B E = FE—FF+ ==+ —H I FEF

3. FINANCIAL RISK MANAGEMENT (continued)

(]

24

Fair value estimation of financial assets and liabilities

3. SREREEGE)

(9 ﬁﬁfﬁéﬁ EMBEN A AETE
(&

(continued)
Company
AT
Level 1 Level 2 Level 3 Total
E1B H2fE E3E - E
RMB’'000 RMB'000 RMB’000 RMB’000
AREFT ARETT AR¥TT AREFiT
At 31 December 2010 k- 123
+=B=+-—R
Assets HE
Derivative financial instruments & g4 T A
~ Crude oil option contracts — FUhEES
(Note 38(c)) (H15£38(c)) - 18,970 - 18,970
— Interest rate swaps — MREBAD
(Note 38(z)) (H£38(3) - 52,081 - 52,081
Available-for-sale financial AHEESREE
assets 3,672 - 220,057 223,729
Total am 3,672 71,051 220,057 294,780
Liabilities af&
Derivative financial instruments € B44T4 T A
— Crude oil option contracts — BhEEASD
(Note 38(c)) (H15£38(c)) - 48,612 - 48,612
— Interest rate swaps — FEEELSH
(Note 38(3)) (H1aE38(3)) - 191,247 - 191,247
— Forward foreign exchange — INERHEH
contracts (Note 38(b)) (H13£38(b)) - 76,548 - 76,548
Total @ = 316,407 - 316,407
Company
NS
Level 1 Level 2 Level 3 Total
BB E2E E3E b
RMB’000 RMB’000 RMB‘000 RMB'000
ARETFT AREFT AR¥TT AREFT
At 31 December 2009 ZEENE
t=RA=+—8”
Assets BE
Derivative financial instruments & gb$74 T A
— Crude oil option contracts ~ kS D
(Note 38(c) (H13£38(c) - 3,490 - 3,490
Available-for-sale financial AHEESREE
assets - - 57,269 57,269
Total FLk] - 3,490 57,269 60,759
Liabilities afE
Derivative financial instruments £@ATET A
— Crude oil option contracts — FaHEAH
(Note 38(c)) (H15£38(c) - 897,744 - 897,744
— Interest rate swaps — MNEHFHEH
(Note 38(a)) ( lff]‘ﬁ}"j‘?{a)) = 154,871 - 154,871
— Forward foreign exchange — INEREEH
contracts (Note 38(b)) (H1238(b)) - 77,016 - 77,016
Total pokcl - 1,129,631 - 1,129,631
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NOTES TO THE FINANCIA
b s e R |

(Prepared in accordance with International Financial Reporting Standards) (JZEIBRBI IR ERIGSL)

For the year ended 31 December 2010 EE —F—FF+ - H=+—HItFEF

3. FINANCIAL RISK MANAGEMENT (continued)

(0

Fair value estimation of financial assets and liabilities
(continued)

The fair value of financial instruments traded in active markets is based on
quoted market prices at the balance sheet date. A market is regarded as
active if quoted prices are readily and regularly available from an exchange,
dealer, broker, industry group, pricing service, or regulatory agency, and
those prices represent actual and regularly occurring market transactions
on an arm’s length basis. The quoted market price used for financial assets
held by the Group is the current bid price.

The fair value of financial instruments that are not traded in an active
market (for example, over-the-counter derivatives) is determined by using
valuation techniques. These valuation techniques maximise the use of
observable market data where it is available and rely as little as possible
on entity specific estimates. If all significant inputs required to fair value an
instrument are observable, these instruments are included in level 2 of the
above table.

If one or more of the significant inputs is not based on observable market
data, the instrument is included in level 3.

Specific valuation techniques used to value finanicial instruments include:

. Quoted market prices or dealer quotes for similar instruments.

*  The fair value of interest rate swaps is calculated as the present
value of the estimated future cash flows based on observable yield
curves,

*  The fair value of forward foreign exchange contracts is determined
using forward exchange rates at the balance sheet date, with the
resulting value discounted back to present value.

. Other techniques, such as discounted cash flow analysis, are used to
determine fair value for the remaining financial instruments.

TREREE(H)

(9

CHEENSREENQAETG
()

EERTHEENSRTANAREE
BEEEABERANTISREIIE - &8
BENSNEREEHFRSHN X5
R BRAL  BERBELE
BEREES  MATRERRRATR
SHEERITNEBMERTISZHE -
FMBRARER - AEHEOLR
RENMSREREBENRE -

RAEEERTSEENSRIAMN
BIMTETR)MA R BEFAGER
W - MERTREATHRENE
B (0E) - REMFBIBOSTER
i o MHE -SRI ANAL BENS
MAAEABASTRRLE  BZe
BILAFIAFLE -

W—HKBZREABALIFRETHRR
TREE - AIRERTAINAEIE -

ABAEESR TANSERERTR
g

s RERIANTHEREXRSZH
¥R -

o MRBHNARBERBRETHR
Wk R ph iR - RIGFRERER
BORERH -
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(Prepared in accordance with International Financial Repomng Standards) (€30 )

For the year ended 31 December 2010 HE - FE—FF+ - F=+—HIFFE

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

Estimates and judgments used-in preparing the financial statements are
continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under
the circumstances. The Group makes estimates and assumptions concerning the
future. The resulting.accounting estimates will, by definition, seldom equal the
related actual resuits. The estimates and assumptions that have a significant risk
of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year are discussed below. ‘

(a) Estimated impairment of property, plant and equipment
and intangible assets

The Group tests whether property, plant and equipment and intangible
assets have been impaired in accordance with the accounting policy stated
in Note 2(m) to the finanicial statements. The recoverable amounts of cash
generating units have been determined based on fair value less cost to
sell and value-in-use calculations. Value-in-use calculations use cash flow
projections based on financial budgets approved by management and
certain key assumptions, such as passenger-kilometres yield level, load
factor, aircraft utilisation rate and discount rates, etc.

(b) Fair value of non-current assets held for sale

Non-current assets held for sale are stated the lower of carrying amount
and fair value less costs to sell in accordance with the accounting
policy stated in Note 2(n). The fair value of non-current assets has been
determined by reference to the estimated market value and/or available
price quotes provided by the potential buyers.

(c) Revenue recognition

The Group recognises traffic revenues in accordance with the accounting
policy stated in Note 2(e) to the financial statements. Unused tickets are
recognised in traffic revenues based on current estimates. Management
annually evaluates the balance in the SIAC 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 and the timing of recognising revenue for any unused
air tickets and the related sales price, and are impacted by various factors,
including a complex bpricing structure and interline agreements throughout
the industry, which affect the timing of revenue recognition.
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NOTES TO THE FINANCIAL STATEMENTS
MR ARME

(Prepared in accordance with International Financial Report/ng Standards) ( ff@
for the year ended 31 December 2010 # & — &

4.

—FF+=A=+—Ai

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS
(continued)

(d)

{e)

Frequent flyer programme

The Group operates frequent flyer programmes that provide travel awards
1o programme members based on accumulated miles. A portion of
passengers revenue attributable to the award of frequent flyer benefits
is deferred and recognised when the miles have been redeemed or have
expired. The deferment of revenue is estimated based on historical trends
of redemptions, which is then used to project the expected utilisation of
these benefits, and estimated fair values of the unredeemed miles. Different
judgements or estimates could significantly affect the estimated provision
for frequent flyer programmes and the results of operations.

Depreciation of property, plant and equipment

Depreciation of components related to airframe and engine overhaul
costs are based on the Group's historical experience with similar airframe
and engine models and taking into account anticipated overhauls costs,
timeframe between each overhaul, ratio of actual flying hours and estimated
flying hours between overhauls. Different judgments or estimates could
significantly affect the estimated depreciation charge and the results of
operations.

Except for components related to airframe and engine overhaul costs, other
property, plant and equipment are depreciated on a straight-line basis over
the estimated useful lives, after taking into account the estimated residual
value. The useful lives are based on the Group's historical experience with
similar assets and taking into account anticipated technological changes.
The Group reviews the estimated useful lives of assets regularly in order to
determine the amount of depreciation expense to be recorded during any
reporting period. The depreciation expense for future periods is adjusted if
there are significant changes from previous estimates.

Provision for costs of return condition checks for aircraft
and engines under operating leases

Provision for the estimated costs of return condition checks for aircraft
and engines under operating leases is made based on the estimated
costs for such return condition checks and taking into account anticipated
flying hours, flying cycle and timeframe between each overhaul. These
judgments or estimates are based on historical experience on returing
similar airframe and engine models, actual costs incurred and aircraft and
engines status. Different judgments or estimates could significantly affect
the estimated provision for costs of return condition checks.
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 NOTES TO THE FINANCIAL STATEMENTS
MR

(Prepared in accordance with International Financial Reporting Standards) (IZEREHIEREERIGEY)

For the year ended 31 December 2010 BiFE — &

4.

—BF+=A

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS
(continued)

(9)

(h)

0]

Retirement benefits

The Group operates and maintains defined retirement benefit plans
which provide retirees with benefits including transportation subsidies,
social activity subsidies as well as other welfare. The cost of providing the
aforementioned benefits in the defined retirement benefit plan is actuarially
determined and recognised over the employees” service period by utilising
various actuarial assumptions and using the projected unit credit method in
accordance with the accounting policy stated in Note 2(x) to the financial
statements. These assumptions include, without limitation, the selection
of discount rate, annual rate of increase of per capita benefit payment and
employees’ turnover rate. The discount rate is based on management's
review of local high quality corporate bonds. The annual rate of increase
of benefit payments is based on the general local economic conditions.
The employees' turnover rate is based on historical trends of the Group.
Additional information regarding the retirement benefit plans is disclosed
in Note 36 to the financial statements.

Deferred income tax

In assessing the amount of deferred tax assets that need to be recognised
in accordance with the accounting policy stated in Note 2(}} to the financial
statements, the Group considers future taxable income and ongoing
prudent and feasible tax planning strategies. In the event that the Group's
estimates of projected future taxable income and benefits from available
tax strategies are changed, or changes in current tax regulations are
enacted that would impact the timing or extent of the Group's ability to
utilise the tax benefits of net operating loss carry forwards in the future,
adjustments to the recorded amount of net deferred tax assets and taxation
expense would be made.

Valuation of acquisition price

The Company issued its A shares to effect the acquisition of Shanghai
Airlines during the year ended 31 December 2010 (Note 44). The fair value
of the shares at the acquisition date is determined based on the quoted
market price of the Company's share issued as of the date closest to the
acquisition date with adjustments to reflect restrictions specific to certain
shares issued. Significant assumptions used when made adjustments for
the value of those restricted shares. Changes to these assumptions may
impact the initial recognised goodwill.
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NOTES TO THE FINANCIAL
MR R

(Prepared in accordance with International Financial Reporting Standards) ( fi?]%‘%‘ IR R RAG )

For the year ended 31 December 2010 #E ~E—FF+=-H=+

—HItFE

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS
{continued)

)

Purchase price allocation for business combination

Accounting for business acquisitions require the Group to allocate the
cost of the acquisition to the specific assets acquired and liabilities
assumed based on their estimated fair values at the date of acquisition.
fn connection with the acquisition of Shanghai Airlines, the Company
undertakes a process to identify all assets and liabilities acquired, including
any identified intangible assets where appropriate. The judgements made
in identifying all acquired assets, determining the estimated fair value
assigned to each class of assets acquired and liabilities assumed, as well
as assets useful lives, may materially impact the Group's financial position
and results of operation. In determining the fair values of the identifiable
assets acquired and. liabilities assumed, a valuation was conducted by an
independent valuer and estimated fair values are based on information
available near the acquisition date and on expectations and assumptions
that have been deemed reasonable by management.

There are several methods that can be used to determine the fair value
of assets acquired and liabilities assumed. The purchase accounting
adjustment relate primarily to the aircraft and engines and land use right
which is valued by using market value approach.
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~ NOTES TO THE FINANCIAL STATEMENTS
.  BBERME

(Prepared in accordance with International Financial Repoﬂing Standards) (#ZEIRRE} MR & 2ERIGEL)
For the year ended 31 December 2010 B E =B —FF+ = =+—HI-FEF '

5. REVENUES _ 5. WA
The Group is principally engagéd in the operation of civil aviation, including the AEETERERMEK ETE -8

provision of passenger, cargo, mail delivery, tour operations and other extended B EE - REEBREGEREGRE -
transportation services. ’

Group
=m
2010 2009
—2-ZF ZEThF
RMB'000 RMB000
ARMTFIT AR®TFT
Traffic revenues ) v @iﬁ,l& A 67,390,909 36,924,830
— Passenger . —Bi8 . 58,968,019 32,800,411
— Cargo and mail —EEREE 8,422,890 4,124,419
Ground service income H T ARFUIA 1,957,610 974,732
Tour operations income MR ARTE YA ) 1,932,510 -
Cargo handling income BB 673,329 296,827
Commission income A&l A 460,259 206,137
Others Hity 1,389,042 587,133
73,803,659 38,989,659
Note: Fzz 3
Pursuant to the relevant tax rules and regulations in the PRC, the major elements of the RETEEELRTRAIRGOINRTE - XEBE
Group’s traffic revenues, ground service income, tour operations income, cargo handling REBDEVEHRA - EIRFEHRA - IRBRFEK
income, commission income and other revenues are generally subject to business tax levied A - BYBEREA - ISR AREBRATIZI%E
at rates of 3% or 5%. ] ST HPELHE -
Pursuant to the notice of exemption of business tax on the provision of international BREBEFEARKFEYBS  BRHEHLBELHY
transportation services (Cai Shui [2010] No. 8) jointly issued by Ministry of Finance and the B - BREBEBHRERER S LMY
State Administration of Taxation, the Group's revenues from the provision of international FEREBAIE (201018589 E B —F
transportation services are exempt from business tax from 1 January 2010. F—H—Aite « ZEEEHOBEG SR E
: S
The business tax incurred and set off against the above Group's revenues for the year ended ﬁ;ﬁ:? —BFEF+A=+—HIEFE  BHAHE
31 December 2010 amounted to approximately.RMB1,463 million (2009: approximately . BEEBYUABGERBHBAREUGET(ZF

RMB1,019 million). BAF - ARK10.19(85T) -
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B RRMEE

(Prepared in accordance with International Financial Reporting Standards) (#%BIBRE}HREERIESY)

For the year ended 31 December 2010 B ZE— &

ENTS

—BF = A= —AILFE

1 ,'5,"( )

(a) CODM, office of the General

Manager, reviews the

Group's internal reporting in order to assess performance

and allocate resources.

The Group has one reportable operating segment, reported as "airline
operations”, which are structured and managed separately. The "airline

operations” comprises the provision of
mait and ground logistics.

air passenger, air cargo services,

Other services including tour operations, aviation training, air catering and
other miscellaneous services are not included within the airline operations
segment, as their internal reports are separately provided ‘to the CODM.
The results of these operations are included in the “other segments”

column.

Inter-segment transactions are entered into under normal commercial terms

and conditions that would be available to

unrelated third parties.

6. OTHER OPERATING INCOME 6. HibEFEWA
Group
-1
2010 2009
“B-BF —EThE
RMB’000 RMB000
AR¥FT AREFT
Other operating income HpB WA

— Refund of civil aviation infrastructure levies —ERERSEERES
(Note (a)) IRIR(FFEG) - 831,749
— Other government subsidies (Note (b)) — H AR RRL (5L ) 658,620 456,268
658,620 1,288,017

Note: AHAE

fa)  Pursuant to Cai Jian (2009) No. 4 issued by Ministry of Finance and Civil Aviation @ RENESRFERBRERBR-EEASE
Administration of China in 2009, the civil aviation infrastructure levies collected from BRI R(2009] 4T X B9HE - B=FEN
PRC domestic airlines for the period from 1 July 2008 to 30 June 2009 would be FLA-—REEZSTAFAA=+H F
refunded. The amount for the year ended 31 December 2009.represented the refunds BRI L B B R R B R R 2 37
of civil aviation infrastructure levies received by the Group in 2009. BERHITAMERRE - —FETAFERBL

BABBEER - FTEAFRUKEIREDE
BRI BRI NIEREDIRE -

(b)  Other government subsides represent (i) subsidies granted by local governments b)) EROBREFBHEBROE BRI E
to the Group; and (i) other subsidies granted by various local municipalities to BEFHER  (E BT EED A LB
encourage the Group to operate certain routes to cities where these municipalities ERIGARTE TH01BE -
are located.

7. SEGMENT INFORMATION 7. ZEER

TEEERER (BLERAR)E
BEMAEEMARNBEREASTE
EERARDEER

(a)

ARBEFE—EEES D - Wy
BA] TELBEDREE - iz
RENBEERE §EF  BERNE
R -

HRRMARY - BIEHRERY « Sz
Al MERRURAMEEEL - BR
ROFEREIBELEREEEROHZE
RESBRED - BHRSZSLBH
AMZERIGRED T - RS EI0EE
HEATH D] o

72 BN B IR B RAR N R
SIRE R R ET o
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(Prepared in accordance with International Financial Reporting Standards) (FZBI% 8178 &2 R4w %)

For the year ended 31 December 2010 HEE —F—FF+=A=+

—HIEFE

7. SEGMENT INFORMATION (continued) 7. AHERE)

(a) CODM, office of the General Manager, reviews the (a) FEEEBEREEZ(BEERQLZ)E
Group's internal reporting in order to assess performance BEATERNATREASHE
and allocate resources. (continued) EERBARIMER - ()

In accordance with IFRS 8, segment disclosure has been presented in a RERRVBREENER - HHE
manner that is consistent with the information used by the Group's CODM. FHESEEHT A ERAEANEEL
The Group's CODM monitors the results, assets and liabilities attributable LRBEFEAHER—H - FEEOE
to each reportable segment based on finandial results prepared under the B E A RP AT E ST
PRC Accounting Standards for Business Enterprises (the “PRC Accounting RENMGREREIEEREN TN
Standards”), which differ from IFRS in certain aspects. The amount of B EERBE  HEFRLHFHERRKR
each material reconciling items from the Group's reportable segment BHHRERRERTR - SREXEE
revenue and profit or loss, arising from different accounting policies are set T REHBERFTRENEE D BRA
out in Note 7(c) as below. BRI RO EXEEHEE 25N
() °
The segment results for the year ended 31 December 2010 are as follows: BHE-Z-ZEF+-A=+—HILHFE
D EEFEN TR :
Airline Other
operations segments  Elimination  Unallocated* Total
ML HeEEs8 SUBEH  KIEEE* &3t
RMB'000 RMB’000 RMB'000 RMB'000 RMB'000
AREFT ARETT ARETT AR®Fn ARETR
Reportable segment revenue from HHEF Rk
external customers PEBA 72,029,550 2,928,558 - - 74,958,108
Inter-segment sales D EP I 427,141 295,335 (722,476) - -
Reportable segment revenue ESEWA 72,456,691 3,223,893 (722,476) - 74,958,108
Reportable segment profit E BRI
before income tax 5,633,323 88,407 - 119,363 5,841,093
Other segment information HipnEpER
Depreciation and amortisation ~ $TEEFE#HE A 6,916,308 69,397 - - 6,985,705
Impairment fosses BERERE 425,772 1,289 - - 427,061
Capital expenditure BRI 22,752,632 336,978 - - 23,089,610
The segment results for the year ended 31 December 2009 are as follows: BE_ZTNF+-RA=+—BHILFE
KD SR LB N TSR
Airline Other
operations segments Elimination Unallocated* Total
REERSS HuEESS HBREE  R®HEREE" &%
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT ARETR
Reportable segment revenue from ¥4 EF YR :
external customers AEBBA 39,727,636 103,695 - - 39,831,331
Inter-segment sales IR - 126,124 (126,124) - -
Reportable segment revenue BESBA 39,727,636 229,819 (126,124) - 39,831,331
Reportable segment profit 5 BRI
before income tax 644,307 18,563 - (22,749) 640,121
Other segment information Hibyn aE s
Depreciation and amortisation BB E R 5.278,242 54,494 - - 5.332,736
Impairment losses RERERE 118,022 202 - - 118,224
Capital expenditure BARYESH 8,112,355 70,386 - - 8,182,741

154 China Eastern Airlines Corporation Limited | Annual Report 2010



NOTES TO THE FINANCIAL

MR |R M

(Prepared in accordance with International Financial R

For the year ended 31 December 2070 BE—F-—FFEf-F=

TEMENTS

epon‘/ng Standards) gﬁ@@@fﬁiﬁiﬁ BEE)

7. SEGMENT INFORMATION (continued) 7. DEER(E)

(@) CODM, office of the General Manager, reviews the (a) FELEBRFZ(ARERANE)E
Group's internal reporting in order to assess performance BEMNAEBNADRE U
and allocate resources. (continued) EEFERIMEE o (&)

The segment assets and liabilities as at 31 December 2010 and 31 R-E-BF+-_A=+—AN—Z=
December 2009 are as follows: hNE+Z A=+ BNLBEENERE
SERANT
Airline Other
operations segments  Elimination  Unallocated* Total
RERFEIB HURBIB SBHES  somER: ast
RMB’000 RMB'000 RMB'000 RMB’000 RMB’000
ARBTR  ARETT AREMTFT ARMTFLT AREFRT
At 31 December 2010 R-B-2fF
+=RA=+-8
Reportable segment assets BEDHEE 97,500,563 2,045,617 (191,907) 1,455,844 100,810,117
Reportable segment liabilities ~ R&HEARE 83,387,701 1,038,146 (191,907) - 84,233,940
At 31 December 2009 ZETHhE
+=RA=+—-8H
Reportable segment assets ENBEE 69,850,127 1,153,130 (137,660} 1,153,084 72,018,681
Reportable segment liabilities ~ BEHWEE 68,068,474 474,739 (137,660) - 68,405,553

(b)

Unallocated assets primarily represent investments in associates and jointly
controlled entities, and available-for-sale financial assets. Unallocated results
primarily represent the share of results of associates and jointly controlled
entities,

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

The Group's revenues by geographical segment are analysed based on the
following criteria:

(1) Traffic revenue from services within the PRC {excluding the Hong
Kong Special Administrative Region (“Hong Keng"), Macau Special
Administrative Region (“Macau”) and Taiwan, (collectively known
as “Regional”) is classified as domestic operations. Traffic revenue
from inbound and outbound services between the PRC, regional or
overseas markets is attributed to the segments based on the origin
and destination of each flight segment.

(b)

Y AOEEEFEOERERBER
B RERFIRITHELESREE -
RO EHBEBOITBIEH EARR

BERARE -

FREZEBSBRZBEEQM
HERiE  SELEER 2N
B o

AEEDRESHZBADHAT :

(1 RPERA(TREFEEEER
TRE(ER]) - hERMER
TRE(MRM)RABRE(E
B2 UTHREIERABE]R
TR ATRIR A E R A BN E
RRBIRA - REPEERRE
W TS RIE R AR AR
BRI E R R AR BN
MR R RHIERFBE
RIBHN
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* NOTES TO THE FINANCIAL STATEMENTS
BTSRRI EE

(Prepared in accordance with International Financial Reporting Standards) ( HER A R RS

For the year ended 31 December 2010 BE_—F—FEF+ A=+

7. SEGMENT INFORMATION (continued)

(b)

(©

The Group's business segments operate in three main

—HILFE

7. ZHERGE)

geographical areas, even though they are managed on a

worldwide basis. (continued)

(2)  Revenue from ticket handling services, airport ground services and

(b)

FEFEZEEIBR AR
EEHLE  REHLEERERY
1 o (8)

2 REERKRBEA - BE0HR

other miscellaneous services are classified on the basis of where the WA R E Ath A [F] AR 35 AT BRELAY
services are performed. WARREZRGAERBIGR
RIBBRRBEA -
Group
-1 |

2010 2009

—B—-FF —EENF

RMB'000 RMB'000

ARMTT ARETFT

Domestic (the PRC, excluding Hong Kong, BA(PE - TRIEERAE)

Macau and Taiwan) . 51,060,489 27,482,611
Regional (Hong Kong, Macau and Taiwan) SR A= 3,900,952 1,986,964
International BB 19,996,667 10,361,756
Total &% 74,958,108 39,831,331
The major revenue-earning assets of the Group are its aircraft, afl AEBETERARRRREE

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 by geography and
hence segment assets and capital expenditure by geography have

not been presented.

E - WERBHEMNETE - &
RAERZ RETETRMRES
BHRER  RAENLEEERE
BRERLESBESRNER -
Bt R IR EREBEER

Reconciliation of reportable segment revenue, profit, () WEDTHEA - 2HFEB - 2HBE
assets and liabilities to the consolidated figures as ERSHEERAHBERRINT
reported in the consolidated financial statements. ZEHBECERBEE -
Group
L]
2010 2009
—E-BF ZETNEF
Note RMB'000 RMB’000
Wizt AR%FT ARETT
Revenue WA
Reportable segment revenue EHEPBRAERE 74,958,108 39,831,331
— Redlassification of business tax —BENRESTEE (i)
and expired sales in advance of EREHEAS
carriage E5R (1,154,449) (841,672)
Consolidated revenue AP 73,803,659 38,989,659
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(Prepared in accordance with International Financial Reporting Standards) (1%E0BRE1 MR LR SY)
For the year ended 31 December 20?0 BE_F—FF+-A=+—HIFZF

7. SEGMENT INFORMATION (continued) 7. DTBERGE)
() Reconciliation of reportable segment revenue, profit, (0 H|MEDBUKA - 2BRE - 2PE
assets and liabilities to the consolidated figures as ERSHEBRSHMBBRERIR
reported in the consolidated financial statements. ZEHEBZERAE o (8)

(continued)

Group
=m
2010 2009
—B-FF ZEEAE
Note RMB’000 RMB'000
i ARMFIT AREFIT
Profit before income tax BETRE
Reportable segment profit RE DB S 5,841,093 640,121
- Difference in depreciation and — R - BB R (i)
impairment charges for aircraft, RITRIBIE - R
engines and flight equipment WEBXHER (83,765) (64,988)
~ Provision for post-retirement benefits —RIKIEBHIRER i) (347,936) (334,348)
— Reversal of revaluation surplus relating —SPEH L i iE PR (iv)
to land use rights #E 8,420 8,420
Consolidated profit before income tax A BB AT 5,417,812 249,205
Group
-
2010 2009
—E-FF —TTAE
Note RMB’000 RMB'000
Bzt AR FT ARETF T
Assets BE -
Reportable segment assets BREDHEESE 100,810,117 72,018,681
— Difference in depreciation and e R
impairment charges for aircraft, RITRBITER
engines and flight equipment REBKNER 84,147 167,912
~ Reversal of revaluation surplus relating — s 1 it f FAAERT A (i)
to land use rights H#{E (352,206) (360,626)
— Difference in intangible asset —RREH EMRDEL v
(goodwill) arising from the HERRE(FFR)
acquisition of Shanghai Airlines =8 2,760,665 -
— Others — 30,993 25,425
Consolidated total assets AHEELR 103,333,716 71,851,392
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NOTES TO THE FINANCIAL STATEMENTS
MR

(Prepared in accordance with International Financial Reporting Standards) (#zBBRE % & ERIMEE)
For the year ended 31 December 2010 BE - FE—~FF+—A=+—HILtFE

()

7. SEGMENT INFORMATION (continued) 7. SEER(E)
Reconciliation of reportable segment revenue, profit, (© WEDHWA > 2BRAE - 2BE
assets and liabilities. to the consolidated figures as ERDHEERGHEERERIIR
reported in the consolidated financial statements. ZEHBEBZEEAT - (&)
(continued)
Group
£
2010 2009
—E-BF —EThF
Note RMB’000 RMB'000
Mzt AREFT AREFT
Liabilities af&
Reportable segment liabilities EoBAEAE 84,233,940 68,405,553
— Provision for post-retirement benefits —RINE BRI ERE (iii) 2,617,283 1,849,933
— Others —Hfb (79,393) (80,275)
Consolidated total liabilities AttatEesE 86,771,830 70,175,211
Notes: aHE -
[0} The difference represents the different classification of business tax and (i HERLLEBSROYRESZHE

(ii)

(i)

(iv)

v

expired sales in advance of carriage under PRC Accounting Standards and
IFRS.

The difference is attributable to the differences in the useful lives and
residual values of aircraft, engines and rotables adopted for depreciation
purpose in prior years under PRC Accounting Standards and IFRS. Despite
the depreciation policies of these assets have been unified under IFRS and
the PRC Accounting Standards in recent years, the changes were applied
prospectively as changes in accounting estimates which results in the
differences in the carrying amounts and related depreciation changes under
IFRS and PRC Accounting Standards.

In accordance with the PRC Accounting Standards, certain employees’ post-
retirement benefits are recognised upon actually incurred. Under IFRS, such
post-retirement benefits under defined benefit schemes are required to be
recognised over the employees’ service period using projected unit credit
method.

Under the PRC Accounting Standards, 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
feases at historical cost which was nil at the time of listing.

The determination of the fair values of the acquisition costs and identifiable
assets and fiabilities of Shanghai Airlines acquired during the year is different
under IFRS and the PRC Accounting Standards, which results in difference in
the intangibles/goodwill recognised arising from the acquisition.
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Eﬁ%iﬁ%ﬁ]‘&

(Prepared in accordance with International Financial Reporting Standards) (}E0BSB} 3R L RIMES))
For the year ended 31 December 2010 B ZE = F—FF+= H =f—H 11 =

8. GAIN ON FAIR VALUE MOVEMENTS OF DERIVATIVES 8. TIEIRAABESBHKS

FINANCIAL INSTRUMENTS
Group
=
2010 2009
—B-BiF ZEThE
RMB’000 RMB’000
AR¥TIT AREFIT
Gain arising from fair value movements of derivatives TTHETARABESI NS
financial instruments
— Crude oil option contracts (Note 38(c)) — UM EBRES 40 (A13E38(0)) 800,195 3,743,746
— Other derivatives (Note 38(a) & (b)) —EAOFTET B (H15E38(2)&(b)) 33,189 30,942
833,384 3,774,688
9.  WAGES, SALARIES AND BENEFITS 9. IE- -FHELEEN
Group
3]
2010 2009
—E-TF ZEThE
RMB’000 RMB'000
AR¥Fr AR¥FT
Wages, salaries, bonus and allowances I& T - ftaRmes 6,567,729 3,502,069
Employee welfare and benefits EEEA 361,149 255,214
Defined contribution retirement schemes (Note 36(a)  FERRKSEIEI Hia#36(3) 996,326 521,596
Post-retirement benefits (Note 36(b)) BERKEEFER( HiaE36(b) 479,514 440,878
Staff housing fund (Note 37(3)) BIEEBEES(KE37() 422,167 323,348
Staff housing aflowance (Note 37(b)) ‘ BT{EEMBL(HE370) 113,901 105,772
8,940,786 - 5,148,877
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' NOTES TO THE FINANCIAL STATEMENTS
BAFS AR I A

(Prepared in accordance with International Financial Reporting Standards) (JZERB<EI 7R & ERIIMRE)
For the year ended 31 December 2010 B E —F—FE+—A=+—HILEE

9. WAGES, SALARIES AND BENEFITS (continued) 9. I¥-#HFELEENE)
(@) Emoluments of directors and supervisors (a) EBRESENME
Details of the emoluments paid to the Company's directors and supervisors AR AREEREFHMESBIETI
are as follows: £IF -
2010
et
Salaries and
Allowance Bonus Total
FERE AL Febo)
RMB'000 RMB'000 RMB'000
ARKFT AR¥FT ARMTFIT
Executive Directors BITESE
Liu Shaoyong* g mE" - - -
Li Jun* AT - - —
Ma Xulun BB R 604 - 604
Luo Chaogeng* BER* - - .
Luo Zhuping BHRE 514 - 514
Independent non-executive BUFITEE
Directors
Liu Keya Bl 102 - 102
Wu Xiaogen*** SEER - - -
Ji Weidong™*** TR 96 - 96
Shao Ruiging*** BBRER x> 60 - 60
Hu Honggao™* iR = 24 - 24
Zhou Ruijin** FEwer 24 - 24
Wu Baiwang** SEE* 60 - 60
Xie Rong™* Bl 60 - 60
Supervisors E=x
Liu Jiangbo* BT - - -
Xu Zhao* &eg* - - -
Yan Taisheng Erad it 220 - 220
Feng Jinxiong Bl 317 - 317
Liu Jiashun* SIFRIE - - L=
Total A% 2,081 - 2,081

160 Chiﬁa Eastern Airlines Corporation Limited | Annual Report 2010



NOTES TO THE FINANCIA
R

(Prepared in accordance with International Financial Repomng Standards) (. E@ﬂ?@‘fﬁ}‘ﬁ? d:zg Ell/ﬁ-if )
For the year ended 31 December 2010 §f§_ E—FF| - H=+—HILFE

9.

WAGES, SALARIES AND BENEFITS (continued)

9. IH FLRERR)

(a) Emoluments of directors and supervisors (continued) () EEREBENHS(H)
2009
= ?fﬁai
Salaries and
" Allowance- Bonus Total
& BBk TeT i
RMB‘000 RMB'000 RMB000
AREFT ARETFT ARKFIT
Executive Directors ) BITHES v
Liu Shaoyong* 2R E - - -
Ma Xulun SR 42 - 142
Luo Chaogeng* Eﬁﬁ%‘ - - =
Li Jun* EE* - - -
Luo Zhuping ERE 182 - 182
Independent non-executive BUFEHTES
Directors
Hu Honggao HBS 120 - 120
Peter Lok g 106 - 106
Wu Baiwang KEHR 120 - 120
Zhou Ruijin BEe 120 - 120
Xie Rong B 120 - 120
Liu Keya ZRE 106 - 106
Supervisors ES
Liu Jiangbo* TR - - -
Xu Zhao* 1B - - -
Wang Taoying EHE 44 - 44
Yang Jie R - - -
Liu Jiashun* ' 2RI - - -
Yan Taisheng IR 172 - 172
Feng Jinxiong P i 142 - 142
Total &5t 1,374 - 1,374

*

These directors and officials of the Company received emoluments from CEA
Holding, the parent company, part of which were in respect of their. services
to the Company and its subsidiaries. No apportionment has been made as it

is impracticable to apportion this amount between their services to the Group

and their services to CEA Holding.

*h

These directors and officials of the Company retired or resigned during the
year ended 31 December 2010.

These directors and officials of the Company were newly appointed during the
year ended 31 December 2010.

During the year ended 31 December 2010, no directors and supervisors
waived their emoluments (2009: Nil).

* ARFBHEF - EFEREMITRA
BRZXRFREHB R AR EIRT -
I 58 6 23 7] P B R AL 5 B S R AL BY
2 HRRAEFERBUBEFR
BB EEFEBR T ERAESE
B SR BB R PR

* ARABAEF EERAMITERA
BR-F—PERIRIEE -

r ARABHEF EEREMITRA
BR-_F—PFEHEE -

KBE-S—BF+-A=t+—ALF
B A R REE RN
S(=TTNF: ) -
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' NOTES TO THE FINANCIAL STATEMENTS
- BHISERRME

(Prepared in accordance with International Finan

For the year ended 31 December 2010 £ —FE—FF+—F=+—A - Ff&F

9. WAGES, SALARIES AND BENEFITS (continued) : 9.

(b)

Five highest paid individuals

None of the Company’s directors and supervisors was among the five
highest paid individuats in the Group for the year ended 31 December 2010
(2009: Nil). The emoluments payable to the five highest paid individuals
are as follows:

cial Reporting Standards) ( ?’E@/”“‘E/fﬁﬁiﬁglﬁ%}

TE  HFERERE)

(b)

IURESHABSNEHE

RIF—EFE - ARREUESHFA
EREEN—UAEEREE(ZEE
NE:E) - AUBSHABOBS
BT

Group
==
2010 2009
—E-ZF —BEAE
RMB’000 RMB’000
ARETFT AREFT
Wages, salaries, bonus and allowances TE e ARG

The emoluments fell within the following band:

4,416 3,393

Be&RImT -

Number of individuals

A
2010 2009
—EB-TF ZETAE
Below HK$ 1,000,000 1,000,000 LA T 5 5

During the year ended 31 December 2010, no emoluments were paid by
the Group to the directors, supervisors and the five highest paid individuals
as an inducement to join or upon joining the Group, or as a compensation
for loss of office (2009: Nil).

REE-T-FF+-A=t+—HitF
¥ - MG BRI EIR A R T
BETFEHE - EFRRLREHARLE
AME(=FENF : 8) -

10. IMPAIRMENT LOSSES 10. EERERX
Group
=m
2010 2009
—E-FF ZEThE
RMB’000 RMB’000
ARMFT ARKTFT
Impairment charge on non-current assets held for RAEREIERSDEERE(EER)
sale (Note (a)) 256,694 35,443
Impairment charge on flight equipment spare parts RITRABETHRE 148,697 53,579
Impairment charge on property, plant and equipment )% - #SR R EHIE - 16,396
Other impairment charges Bt R AR E - 3,999
405,391 109,417
Note: aE
(a)  In December 2010, the Group management passed a resolution to dispose certain @ R-F-—ZFF+-f SMEREEZESE

aircraft and related engines in the forthcoming 12 months in consideration of the
low operation efficiency and high maintenance costs of these aircraft. The proposed
disposal is part of the Group’s fleet portfolio streamlining exercise. The aircraft and
engines has been classified as non-current assets held for sale at 31 December
2010, and an impairment loss charge of approximately RMB239 million was made
against these aircraft and engines by reference to the estimated market values which
approximate to the price quotes provided by the potential buyers (Note 42),
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NOTES TO THE FINANCIAL STATEMENTS

PR ERAR M RE

(Prepared in accordance with International Financial Reporting Standards) (#ZE0f 81 HF R EAIER)

For the year ended 31 December 2010 #E - F—FF++_A=1+—HItFE

11.

12.

OPERATING PROFIT

Operating profit is stated after charging the following items:

1. BERH

'187 

FEMBAMBRRER FIEAGR -

Group
2010 2009
—E-BF ZETNF
Note RMB’000 RMB’000
B AR¥TFIT ARETFT
Amortisation of intangible assets B EER 49,681 109,799
Depreciation of property, plant and equipment  #% - #%28 RREITE
- owned —-B88 4,353,668 2,878,040
— leased —fE 2,323,302 2,189,310
Amortisation of lease prepayments. Rt RE R 31,186 25,686
Consumption of flight equipment spare parts FRAL BTN 601,407 351,151°
Provision for impairment of trade and other FE U BR TR % L A P A TR
receivables TRIE%ERE 1,545 8,807
Auditors’ remuneration ZEETEN S 16,680 12,000
FINANCE INCOME 12. BAEWA
Group
£
2010 2009
—E—FF ZTETNF
RMB’000 RMB'000
AR¥ETT ARETT
Exchange gains, net (Note) FREE NS () 1,074,796 95,379
Interest income FEMA 80,588 109,925
1,155,384 205,304
R

Note:

The exchange gain for the years ended 31 December 2010 and 2009 primarily refated to the
translation of the Group’s foreign currency denominated borrowings and obligations under

finance leases at year-end exchange rates.

Bt~ PFf —F=+—AR-—EENE+—-
A=1+—RZEFE - BEUBTEFRFERIEBRU
MBI A B AR RIS FREL B -
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14.

TES TO THE FINANCIAL STATEMENTS
HHmRNEE

(Prepared in accordance with International Financial Reporting Standards) (#ZEIRRE1 7
For the year ended 31 December 2010 & & = E—TE+ = =+—H /L FEF

168

ERIED)

FINANCE COSTS 13. BiERH
Group
%m
2010 2009
—E-EF —ETNF
RMB'000 RMB'000
ARETT AREFr
Interest relating to obligations under finance leases HEHEaENE 279,095 486,845
Interest on borrowings BRALS 1,234,837 1,407,053
Interest relating to notes payable EREERHS 143,482 83,964
: 1,657,414 1,977,862
Less: amounts capitalised into advanced payments B B AREENROSE(E
on acquisition of aircraft (Note) Z) (150,668) (223,222)
amounts capitalised into construction in BEXfehERIREOSEGER)

progress (Note) (4,846) -
1,501,900 1,754,640

Note:

The average interest rate used for interest capitalisation is 3.75% per annum for the year
ended 31 December 2010 (2009: 4.50%).

INCOME TAX

Income tax charged to the consolidated income statement is as follows:

B

REE_F—F+_A=+—HIFE  BXMEH
BIRAAIFIEFIEBI.75% (= BREALFE :450%)

BE

BEMMBERANHENT

Group
o1 |
2010 2009
—E-ZF —EThE
RMB'000 RMB’000

ARMTT ARETT
Provision for PRC income tax PEFTIGBIER 125,309 60,398
Deferred taxation (Note 35) BERE(HE35) 8,182 (7,851)

133,491 52,547

Prior to 2008, the Company and certain of its subsidiaries (the "Pudong
Subsidiaries”) located in Pudong District, Shanghai, were entitled to a reduced
rate of 15% pursuant to the preferential tax policy in Pudong District, Shanghai.
Under the Corporate Income Tax Law of the People’s Republic of China (the “New
CIT Law"), which was approved by the National People’s Congress on 16 March
2007 and became effective from 1 January 2008, the Company and the Pudong
Subsidiaries are entitled to a transitional arrangement to gradually increase the
applicable corporate income tax rate to 25% over the next five years from 2008.
For the year ended 31 December 2010, the corporate income tax rate applicable
to the Company and the Pudong Subsidiaries was 22% (2009: 20%). Other
subsidiaries of the Company, except for those incorporated in Hong Kong and
subject to Hong Kong corporate income tax rate of 16.5% (2009: 16.5%), are
generally subject to the PRC standard corporate tax rate of 25 % (2009: 25%)
under the New CIT Law.
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(Prepared in accordance with International Financial Reporting Standards) (#ZBES B R & ERIGES)

For the year ended 31 December 2010 #E_ &

14.

15.

16.

—FE A= AULEE

INCOME TAX (continued)

Tax on the Group's consolidated income statement differs from the theoretical
amount that would arise using the standard taxation rate of the Company as
follows:

14.

BR(K)

REMRA HFIBROBIR - BAATFNS
BRI OB RTEE L BRHANER
4 -

Group
£
2010 2009
—E-BF “EThEF
RMB’000 RMB’000
AR¥TFR ARET T
Profit before income tax BREtRIFIE 5,417,812 249,205
Adjusted by: W -
Share of result of associates and BEELRR
jointly controlled entities SENTMERE (67,382) 22,749
5,350,430 271,954
Tax calculated at the tax rate of 22% (2009: 20%) BR%HEFTENAEHER
) (2009%F : 20%) 1,177,095 54,391
Effect attributable to subsidiaries charged at tax rates B2 R125%3%16.5%FF 155
of 25% or 16.5% (2009: 25% or 16.5%) BiRA9 222 (20094 : 25%5%16.5%) 1,170 (18,353)
Income not subject to tax ERETBA (267,532) -
Expenses not deductible for tax purposes TRERZER 21,009 6,367
Utilisation of previously unrecognised tax losses 3 F DA R & & R BERRIR T
HEENHEEE 1,429,654) (30,014)
Unrecognised tax losses for the year REFRTHABBTEREENTBEE 30,273 300,830
Realisation of deductible temporary differences which N4 E BB AR EERIERRIE
were not recognised deferred tax in previous years HEAENTENERHIEER (349,606) {1,000,624)
Unrecognised deductable temporary differences AEEREREEREEN
for the year EriER 950,736 739,950
Tax charge BHEEA 52,547

The Group operates international flights to overseas destinations. There was no
material overseas taxation for the year ended 31 December 2010 and 2009, as
there are double tax treaties between the PRC and the corresponding jurisdictions
(including Hong Kong) relating to aviation businesses.

DIVIDEND

The Board has not recommended any dividend for the year ended 31 December
2010 (2009: Nil).

PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT

The profit attributable to owners of the parent is dealt with in the
financial statements of the Company to the extent of RMB4,422 million
(2009: RMB1,074 million).

15.

16.

133,491

FEEREEERMGR  MREXLEIHEW
o RN EEAREATEER(RIEEHE)
ERTRECEHBNAR - AREREBE
TE-TFER-FTNF+A=+—RL
ERI|EAFINK -

B
ARAEFRRBEBE_F—BF 7
=t ALEETFEREARS(ZETA
S OF

FRREREE EEGRE

ERBHAD RIIEE OB AR

44.22187T(2009 : ARBIW0O.AET)IERES
RARNHIERET -
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j/ NOTES TO THE FINANCIAL STATEMENTS
BT R AR =

(Prepared in accordance with International Financial Reporting Standards) (. ﬁgﬁ%ﬂﬁiﬁ%z‘gﬁl/ﬁﬂ )
IFFE

For the year ended 31 December 2010 & —F—F# 4~ F=+—H

17. EARNINGS PER SHARE 17. Sk

The calculation of basic earnings per share is based on the profit attributable
to owners of the parent of RMB4,958 million (2009: RMB169 million) and the
weighted average number of shares of 11,149,426,000 (2009; 6,436,828,000)
in issue during the year ended 31 December 2010.

The Company has no potentially dilutive option or other instruments relating to

BRERRBTIRAQTERZSEEEN
FMBARKEWSBET(ZEEAE - ARK
L69METE) MARENE HITHIME TR
11,149,426,0008% ( ZFE N4 : 6,436,828,000
BR)EHH -

RAT W AEEE T L RRAOBRERE

the ordinary shares. fEE@MITA -
18. INTANGIBLE ASSETS 18. BLEE
Group
£
Goodwill  Sponsorship Computer
(Note (a)) fee (Note (b)) software Total
BE BEE
(BfzE(a)) (Hizk(b)) EEBY et
RMB‘000 RMB000 ‘RMB’000 RMB‘000
AREFT ARBTT AREFT AREFT

Cost 223
At 1 January 2009 RIETNF—A—H - 320,000 119,297 439,297
Other additions HiReE - - 14,570 14,570
At 31 December 2009 RZZTAE+=-A=+—H - 320,000 133,867 453,867
At 1 January 2010 R-E—EF—H—§H - 320,000 133,867 453,867
Arising from/additions through the U8 FARAR(HEE 4 /180

acquisition of Shanghai Airlines  (#fat44)

(Note 44) 11,269,695 - 61,782 11,331,477
Other additions HiRE - - 22,403 22,403
Disposal BE - (320,000) (641) (320,641)
At 31 December 2010 R-ZB—ZF+=A=+—-0 11,269,695 - 217,411 11,487,106
Accumulated amortisation RetHERs
At 1 January 2009 R-ZEENF—~A—B8 - 217,257 57,189 274,446
Charge for the year NEFEE - 82,194 27,605 109,799
At 31 December 2009 R-ZFThFE+=-—A=+—8 - 299,451 84,794 384,245
At 1 January 2010 RZZ—TFE—/[—H - 299,451 84,794 384,245
Avising from additions through the  UgB%_FARAR (34810

acquisition of Shanghai Airlines ~ (Bifat44)

{Note 44) ) - - 40,379 40,379
Charge for the year NEEH - 20,549 29,132 49,681
Disposal RE - {320,000) (575) (320,575)
At 31 December 2010 R=-B-ZF+=-B=+—H - - 153,730 153,730
Net book amount - )

At 31 December 2009 R=BZhE+=A=+—A1 - 20,549 49,073 69,622
At 31 December 2010 R=ZB-ZFF+=H=+—H 11,269,695 - 63,681 11,333,376
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B 3% s 3R fY 5 |

(Prepared in accordance with International Financial Reportihg Standards) (ZEIBREI IR & EAIGR)

For the year ended 31 December 2010 #{E —B—FF+ - F=+—HIFF
18. INTANGIBLE ASSETS (continued) 18. |MIEE(H)
Company
- A
Goodwill  Sponsorship Computer
(Note (a)) fee (Note (b)) software Total
wHE BEhH
(Bizt(a)) (Bff=E(b)) BHERY st
RMB’000 RMB000 RMB’000 RMB’000
ARETT AR¥Tr AR¥TT ARYEFT
Cost R~
At 1 January 2009 RZEENhE—A—B - 320,000 117,783 437,783
Other additions HiRE - - 11,461 11,461
At 31 December 2009 R-IBEZAF+=-RA=1+—~1 - 320,000 129,244 449,244
At 1 January 2010 R=Z—-FF—H—H - 320,000 129,244 449,244
Avrising from the acquisition of kg AR IDELE
Shanghai Airlines (Note 44) (HisEa4) 11,269,695 - - 11,269,695
Other additions HitRE - - 31,851 31,851
Disposal BE - (320,000) - (320,000)
At 31 December 2010 R-B-FFE+=-H=+—R 11,269,695 - 161,095 11,430,790
Accumulated amortisation -5 ift
At 1 January 2009 RZZEEAFE—A—H - 217,257 55,947 273,204
Charge for the year AFHE - 82,194 26,856 109,050
At 31 December 2009 RZBThFE+-_A=+—H - 299,451 82,803 382,254
At 1 January 2010 R-ZE—Z=F—A—8 - 299,451 82,803 382,254
Charge for the year REEE - 20,549 24,688 45,237
Disposal BEE _ - (320,000) - (320,000)
At 31 December 2010 R-=-ZEF+=-B=+—H - - 107,491 107,491
Net book amount BREEE
At 31 December 2009 RZZFTZhEF+=-A=+—8 - 20,549 46,441 66,990
At 31 December 2010 R-ZB-ZBF+=-B=+—H 11,269,695 - 53,604 11,323,299
Notes: e
(a)  The balance as at 31 December 2010 represents the goodwill arising from the @) R-F—FE+=A=+-8 BREEL

()

acquisition of Shanghai Airlines. The goodwill is attributable to strengthening the
competitiveness of the Group’s airlines operation business, attaining synergy through
integration of the resources and providing the evolution of Shanghai international
air transportation centre. For the purpose of impairment assessment, the goodwill is
allocated to the airline operation business, the principal cash-generating-unit (“CGU")
that the Group operates and benefits from the acquisition.

The recoverable amount of the CGU is principally reflected by the Company’s fair
value which can be determined by reference to the observable quoted market prices
of the Company’s shares less the costs of disposal, no impairment for the goodwil is
required based on the market prices of the Company’s shares as at the balance sheet
date. -

Sponsorship fees

In March 2006, the Company entered into a sponsorship 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 RMB 160 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 amortised on straight-line basis over the period from the effective
date of the Sponsorship Agreement to 13 March 2010.

(b)

RIMIE LR - ZRBEERBBEURL
AIRYREHR Ty » BBEIRRA RRIBEERK
R FIGHBRAED O a9232 o BRI
HEY B8 - BRESEEMERBES S - &
AR BEERZBNE BB RS E

HEETT ©

ZREBELETHTROSFEIRBER
AR A BEYE AT SRR R AIRBHHIEE
BREEERMF:E - tEERFXRA 1R
ggﬂﬁﬁﬁ‘%’?éﬁﬁ‘i%ﬁféﬁﬁ - BETFE

HHH#E

REBENEZF - XREHE LT _F—
TEHGEERBHOETE BHL R
ER-F—FF LFHEERE—PERTE
ELEBHF - KRFZHMEZEIE
ETER G Ry R SR A E B ER
L EHREE RS S UHEEE
& XRAIBELNARKEI2ETHEL
B AXR-F-DEHEE AP ARK
16T NBE - BRTHARKELE
BT EURS FEYSE (T (IR YRR
) EXAEBEERBEFUEHBEW
R REIEE - WEHAEEEB RS E
HARE—FE—RFE= A= AF8HAHK
HBE TN -
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ES_{TO THE FINANCIAL STATEMENTS
B mEMT

(Prepared in accordance with International Financial Reporting Standards) (#2EBRA # 3R &R 21)
For the year ended 31 December 2010 B E —E—FF = =+—H | FEF .

19. PROPERTY, PLANT AND EQUIPMENT 19. W% - WERRE

Group
-1 |
Aircraft, engines and
flight equipment
RE - BBEBRTRE
Other
Held under property,
finance plantand  Construction
Owned leases Buildings  equipment  in progress Total
HRE Hivsns -
HE HERE B HERSE ERIR &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB000 RMB000
ARBTL ARETRL ARMTR ARBTFT ARMFT AREFR
Cost BAE
At1January 2010 R-Z—Z5—H[-AH 41,272,431 35,022,691 3,644,946 4,440,886 766,753 85,147,707
Additions through the acquisition ~ IkE% ARSI
of Shanghai Airlines (Note 44) (Kiztas) 6,046,426 1,419,992 879,230 628,902 177,843 9,152,393
Redlassification to owned assets upon BB HH S B HARE A RS
expiring of the finance leases B5E 1419873 (1,419873) - - - -
Transfers from construction in progress #A7E R TIRSA - - 364,245 104,610 (468,855) -
Transfers from advanced payments ~ #RISTEN ZE@A
on acquisition of aircraft (Note 21) ~ (Bif#£21) 2,663,603 745,740 - ~ - 3,409,343
Other additions EitRE 5,601,047 1,250,639 13,340 374,853 587,918 1,827,797
Transfer to non-curent assets held ~ EEBHHEEREEE
for sale (Vote 42) (Hidte) (1,221,197) - - - - (1,21,97)
Other disposals Hipihg (756,657) {290,617) (20,298) (293,125) - (1,360,697)
At31 December 2010 RZF-ZF+=A=+-H 55025526 36,728,572 4,881,463 5,256,126 1,063,659 102,955,346
Accumulated depreciation At g
At 1 January 2010 R-Z—F4—HF—A 15,860,596 7,510,903 963,531 2,891,053 - 27,226,083
Additions through the acquisition ~ MgB% AR AN
of Shanghai Airlines (Vote 44) (##4) 670,166 - 6,076 151,205 - 827,447
Redlassification to owned assets upon BhET EEIHIEE ARS
expiring of the finance leases )] 687,908 (687,908) - - - -
Charge for the year REEBHRE 3,693,411 2,323,302 163,448 496,809 - 6,676,970
Transfer to non-curent assets held ~ BEFABENIERHEE
for sale (Note 42) (Hiita2) (570,854) - - - - (570,854)
Other disposals Hipis (756,657) (290,617) (7.682) (189,681) - (1,244,637)
At 31 December 2010 RZZ-EHE+-f=+—R1 19,584,570 8,855,680 1,125,313 3,349,386 - 32,915,009
Impairment AEEE
At 1 January 2010 R-Z-Z%5—-f—R 721,101 473,393 - 550 23,020 1,218,064
At 31 December 2010 \:fi—??'i'iﬂ =+-A 21,101 473,393 - 550 23,020 1,218,064
Net book amount REFE
At 31 December 2010 RZZB-ZF+ZA=1+-R 34719855 27,399,499 3,756,090 1,906,190 1,040,639 68,822,273
At 1 January 2010 Y 24690734 27,038395 2681415 1549283 743733 56,703,560
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(Prepared in accordance with International Financial Repomng Standards) (. ff@ﬂ’%&‘iﬁﬁ‘tﬁ Aiffm5L)

For the year ended 31 December 2010 ﬁf_; FFEf A=+ —HIEE
19. PROPERTY, PLANT AND EQUIPMENT (continued) C19. W HBERRIBUE)
Group
%8
Aircraft, engines and
flight equipment
T - BBRRNTRE
Other
Held under property,
finance plantand  Construction
Owned leases Buildings equipment in progress Total
URE Hiphs -
BE HERA BF  HBERRMHE ERIR At

RMBOOO  RMBUOO  RMBOOD.  RMBUCO  RMBUOO  AMBOMD
ARBTL ARBTT ARMTL AREBTA ARETFE AREFR

Cost v RA&E
At 1 January 2009 R-BZhE—-A—H 34,410,274 35,898,970 3,512,521 4,390,794 573,463 78,786,022
Reclassification to owned assets upon BE&HH & ZIMIEE AR

expiring of the finance leases 58 1,437,513 (1,437,513 - - - -
Sales and finance lease hack EkpEEa (1,984,281) 590,253 - - - (1,394,028)
Transfers from construction in progress #4732 TIZEE A - - 138,057 23,704 (161,761) -
Transfers from advanced payments on FEFRIBTER B A

acquisition of aircraft (Note 21} (i##21) 3,482,854 - - - - 3,482,854
Other additions HiRE 4,616,562 448,861 19,849 270,497 355,051 5710,820
Other disposals Hipdies (690,491) {477,880) (25,481) (244,109) - (1,437,961)
At 31 December 2009 RZZTAE+_A=+—-B 41,272,431 35,022,691 3,644,946 4,440,886 766,753 85,147,707
Accumulated depreciation RiHTE
At 1 January 2009 RZZTNE—-F-A 14,583,418 6,526,300 860,415 2,677,564 = 24,647,697
Reclassification to owned assets upon 444 B H3k% AR

expiring of the finance feases EH¥ 126,827 (726,827) - - - -
Sales and finance lease back E%RERD (1,148,938) - - - - (1,148,938)
Charge for the year KEEHE 2,383,158 2,189,310 109,872 385,010 - 5,067,350
Other disposals Hpdies (683,869) (477.880) {6,756) (171,521) - (1,340,026)
At 31 December 2009 R-ZBAE+ZA=+—B 1586059 7,510,903 963,531 2,891,053 - 27,226,083
Impairment REEE
At 1 January 2009 R-ZEThE~F—H 966,191 473,383 13,094 550 6,624 1,459,852
Charge for the year REFHE - - - - 16,396 16,396
Sales and finance lease back £ ABE {245,090) - - - - (245,000)
Reversal upon disposal HE%ED - - (13,094) - - (13,004)
At 31 December 2009 RZEEhE+-R=+-R 721,101 473393 - 550 23,020 1,218,064
Net book amount REZEE
At 31 December 2009 RZZEThE+=A=+—B 24,690,734 27,038,395 2,681,415 1,549,283 743,733 56,703,560
At 1 January 2009 RZZBNE—A-AR 18,860,665 28,899,277 2,639,012 1,712,680 566,839 52,678,473
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 NOTES TO THE FINANCIAL STATEMENTS

B WE M

114

(Prepared in accordance with International Financial Reporting Standards) (1B E &R EAIER)
For the year ended 31 December 2010 ##E - E—FEF - H=+— A/ EF

19. PROPERTY, PLANT AND EQUIPMENT (continued)

19. 93 - BaE R R (M)

Company
AT
Aircraft, engines and
flight equipment
R BBRRRTRE
Other
Held under property,
finance plantand  Construction
Owned leases Buildings  equipment  in progress Total
HE¥E Hivs -
HE HEkF BF BERRE HRIE &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB000
ARBTR ARMTZT AREFZ ARBTLT ARMTT AREFZ
Cost BAE '
At 1 January 2010 R-Z-TF—A—A 34,191,578 31,111,745 2,054,303 3,024,929 629,324 71,011,879
Reclassification to owned assets upon BB EE|HEASEL R
expiring of the finance leases 1419873 (1,419,873) - - - -
Transfers from construction in progress {7E 2 TIZE@ A - - 356,001 8,958 (364,959) -
Transfers from advanced payments on #EARMETETZEA
acquisition of aircraft (Note 21) (Bist21) 1,989,079 745,740 - - - 2,734,819
Other additions HipRE 6,764,083 1,219,814 121,904 475,392 558,716 9,139,909
Trangfer to non-current assets held ~ BERAFEMNERHEE
for sale (Nore 42) (Hiita) (1,221,197) - - - - (219
Invest to subsidiaries as capital BRENFAR
contribution (887,511) - ~ (134,639) = (1,022,150)
Transfer to a subsidiary BAFAR - (864,592) - - - (864,592)
Other disposals HipHE (530,237) (280,686} (9,560) (148,856) . (969,339)
At 31 December 2010 RZE-ZF+-B=+-H #1,725668 30,512,148 2,522,648 3,225,784 823,081 78,809,329
Accumulated depreciation REE
At 1 January 2010 RZZ-ZF—A—A 12,369,045 6,701,200 595,334 2,197,814 - 21,863,393
Reclassification to owned assets upon B335 55 5 #5868 MBS
expiring of the finance leases BAR 687,908 (687,908) - - - -
Charge for the year FEEE 2,781,223 1,934,251 70,837 330,735 - 5,123,046
Other additions Hithg 681,907 - - - - 681,907
Transfer to non-current assets held ~ @ERBREFENIERHEE
for sale (Vote 42) (Hiita2) {570,854) - - - - (570,854)
Invest to subsidiaries as capital BERFRF
contribution (263,160) - - (10,610) - (273,770)
Transfer to a subsidiary BATFRT - (71,484) - - - {71,484)
Other disposals Hini & (530,237) (280,686) (4,769) (104,678) - (920,370)
At31 December 2010 RZZE-ZF+=A=+—0 15161,832 71,595,373 661,402 2,413,261 - 25,831,868
Impairment HEEE
At 1 January 2010 RZZ-ZF-F-A 721,101 473,393 - - 5,200 1,199,694
At 31 December 2010 RZE-ZF+=A=1—A 721,101 473,393 - - 5,200 1,199,694
Net book amount RRRE
At 31 December 2010 RZZ—ZF+-A=+—R 25842735 22,443,382 1,861,246 812,523 817,881 51,771,767
AU January 2010 R=F-T£-5-A 2101432 B937152 1458969 821,115 624124 47,948,792
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B AER R BfEE

MENTS

(Prepared in accordance with International Financial Reporting Standards) gﬁg@%ﬁﬁ%ﬁ AlliEH)
—HIFRE

for the year ended 31 December 2010 B2 — F—F4E+— =+

19. PROPERTY, PLANT AND EQUIPMENT (continued)

19. M3 - BB RRE(R)

Company
R}
Aircraft, engines and
flight equipment
i EBRERARE
Other
Held under property,
finance plantand  Construction
Owned leases Buildings equipment in progress Total
PARE Hipsk -
BE HERE BF BERSE EREIRE At
RMB'000 RMB000 RMB000 RMB000 RMB000 RMB'000
ARBTT  ARETT ARBTT AREFT ARMFT AREFT
Cost RAE
At 1 January 2009 R-EThE—F—A 28,791,576 31723324 1,956,545 2,935,783 415,202 65,822,430
Redassification to owned assets upon BA&HA &I AR
expiring of the finance leases N8 1,149,574 {1,149,574) - - - -
Sales and finance lease back ERRERD (1,984,281) 590,253 - - - (1,394,028)
Transfers from construction in progress #7E R TA2E A - - 63,093 22,268 {85,361) -
Transfers from advanced payments on T TaT Skes A
acquisition of aircraft (Note 21} (i) 2,940,679 - - - - 2,940,679
Other additions HEiRE 3,958,228 425,622 39,568 178,938 299,483 4,901,839
Other disposals HEfpihe (664,198) (477,880) (4,903) {112,060) - (1,259,041)
At 31 December 2009 _%:T—;?hﬁ‘f:ﬁ =+—8 34191578 31,111,745 2,054,303 3,024,929 629,324 71,011,879
Accumulated depreciation RitnE
At 1 January 2009 R-ZTh&E—H—R 11,505,397 5,808,513 535,299 2,015,597 - 19,864,806
Redlassification to owned assets upon BRA SHIHIEE AR
expiring of the finance leases B5% 559,825 (559,825) - - - -
Sales and finance lease back EEBERD (1,148,938) - - - - (1,148,938)
Charge for the year KERHE 2,110,337 1,930,392 60,570 276,172 - 4,377,411
Other disposals Hihies {657,576) (477,880) (535) (93,955) - {1,229,946)
At 31 December 2009 RIFENET-A=+-8 12,369,045 6,701,200 595,334 2,197,814 - 21,863,393
Impairment HEEE
At1 January 2009 RZFEThE—HF—A 966,191 473,383 - - 5,200 1,444,784
Sales and finance lease back ERREHERD (245,090) - - - - {245,090)
At 31 December 2009 RZEThE+=B=+-§ 721,101 473,393 - - 5,200 1,199,694
Net book amount RERRE
At 31 December 2009 RZZFAE+=A=+—8 21101432 23,937,152 1,458,969 827,115 624,124 47,948,792
At 1 January 2009 R-ZFhE—A-R 16319988 25441418 142146 90,186 410002 44512,840
Notes: AEE -
() As at 31 December 2010, certain aircraft and buildings owned by the Group and 6 RZB~-FES—J=+—F Z£ER

the Company with an aggregate net book amount of approximately RMB20,800
million and RMB14,846 million respectively (2009: approximately RMB13,678 million
and RMB11,273 million respectively) were pledged as collateral under certain loan
arrangements (Note 32),

AR EIRE A5 R B A R 208,008 5T
BARMI1846BT(=FTAEF : ARK
1367818 R A R¥112.73(8 7T ) 9 5 F 7548
REFEAEE FEZBEGERG (W
32) .
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(Prepared in accordance with International Financial Reporting Standards) (1ZBBRE} R ERIESY)

For the year ended 31 December 2010 B8E — BE—BEf = F=+—H L EE
20. LEASE PREPAYMENTS ENBRER
Group Company
b3 | A7
2010 2009 2010 2009
—E-BF —EENF —E-ZF —ETHhE
RMB’000 RMB'000 RMB’000 RMB'000
AR¥TFT AREFr AR®FT AREFT
Cost R
At 1 January —R—B&& 1,230,068 1,230,068 551,785 551,785
Additions through the acquisition BB E AR D1
of Shanghai Airlines (Note 44) (Kizt44) 466,507 - - -
At 31 December +ZA=t+—H%&#% 1,696,575 1,230,068 551,785 551,785
Accumulated amortisation By
At 1 January —A—B&&% 259,233 233,547 - 142,154 131,513
Charge for the year FEE 31,186 25,686 10,771 10,641
At 31 December +=-A=+—B#s 290,419 259,233 152,925 142,154
Net book amount REFRE :
At 31 December +ZA=t+—R8%&#% 1,406,156 970,835 398,860 409,631

21.

Lease prepayments represent unamortised prepayments for land use rights.

The Group's land use rights are located in the PRC and the majority of these fand
use rights have terms of 50 years from the date of grant. As at 31 December
2010, the majority of these land use rights had remaining terms ranging from 36
to 51 years (2009: from 37 to 52 years).

BRBEXEREHNRMT L AER
BRI -

FREMENLMERRSUNPE - T
B LinEREFUEFRBERE AR
AtFE-RZZF-—FEF+-A=+—8 K
BirMLuERERNRTEREREA=TX

ER+—F(ZEEAF : =++ER+=
F)o
ADVANCED PAYMENTS ON ACQUISITION OF AIRCRAFT 21. METALRK
Group Company
=E NG|
2010 2009 2010 2009
—E-BF ZEThE —E-ZF ZEENF
RMB'000 RMB'000 RMB'000 RMB’000
ARETFT ARE T AR¥FT AREFT
At 1 January —A—B&& 5,081,174 6,413,554 5,081,174 6,413,554
Additions through the acquisition W EE AR I N
of Shanghai Airlines (Note 44) (Bi3ta4) 1,072,366 - - -
Other additions HAtbg 0 3,461,737 1,927,252 3,745,877 1,927,252
Interest capitalised (Note 13) BAHE(HF13) 150,668 223,222 139,038 223,222
Transfers to property, plant and EEYE - BBERRE
equipment (Note 19) (KiaE19) (3.409,343) (3,482,854) (2,734,819) (2,940,679)
Transfers to subsidiaries HBTHE AT - - - (542,175)
At 31 December +ZA=+—8&&#% 6,356,602 5,081,174 6,231,270 5,081,174

Included in the Group’s and the Company's balance as at 31 December
2010, the amounts of accumulated interest capitalised are RMB548 million
(2009: RMB517 million) and RMB530 million (2009: RMBS517 million)

respectively.
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(Prepared in accordance with International Financial Report/ng Standards) (. E@@ﬁﬁiﬁﬁ’/ﬁﬂ)
For the year ended 31 December 2010 # = — 2= = —2‘ -f-_ﬁ =+ 1ﬁ

22. INVESTMENTS.IN SUBSIDIARIES 22. RERKBAR

Company
2AF]
2010 2009
—EF-ZF —EThsE
RMB'000 RMB’000
AR¥F T AREFT
Investment, at cost B AE 4,083,117 2,523,715

Particulars of the principal subsidiaries, majority of which are limited liability
companies established and operating in the PRC, are as follows:

AEBNOEEMBA RS AET BRI RE
BHARRELAR - HABERWT :

Place and date Attributable
Company of establishment Registered capital equity interest Principal activities
ARER RuBBR AR BhEAR B TEER
2010 2009 2010 2009
=F-FF -TTHhE C—T-BF SIThE
RMB'000 RMB000
ARBFT AREFT
China Eastern Airlines Jiangsu Co., PRC 2,000,000 880,000 63% 63%  Provision of airline services
Ltd. ("CEA Jiangsu”) 3 May 1993 RUEMTRE
FREEAREIHARA #
(TRMTE)) —AWN=FRAZH
China Cargo Airlines Co,, Ltd. PRC 950,000 950,000 70% 70%  Provision of cargo carriage
("China Cargo”) 22 July 1998 services
FEEERTARAT HE REEYBGRY
(THER/) —hANELA=+zR
Shanghai Airlines Cargo PRC 664,050 664,050 55% - Provision of interational
International Co., Ltd. 3 April 2006 cargo carriage services
("Shanghai Aitlines Cargo”) s REEREMESRY
L EERRERTEERAR Z2EAENA=R
TLEM))
Shanghai Eastem Flight Training PRC 608,443 473,000 95% 95%  Provision of flight training
Co., Ltd. {"Flight Training") 18 December 1995 services
LERFRTEIERAR *h RERITIRBS
(TREE 1) —hARF+=A+NR
China Eastern Airfines Wuhan Co., PRC 600,000 600,000 96% 9%  Provision of airline services
Ltd. ("CEA Wuhan") 16 August 2002 REMTIRE
TERIMETREERELL HE
ARAEE]) “RZENAR+RA
Shanghai Airlines Co., Ltd. PRC 500,000 - 100% - Provision of airline services
("New Shanghai Airlines”) 16 March 2010 REBMERE
{Note) '1’

LBREERAR(H LA
(%)

ZE-TFZA+RA
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For the year ended 31 December 2010 #E - F—FF+=H=+—HI-FF

22. INVESTMENTS IN SUBSIDIARIES (continued)

Place and date

Company of establishment Registered capital
AREE Rt R A BlEa
2010 2009

SE-RF DZTHA
RMB'000 - RMB'000
ARMTT  ARETT

22. BERMEBAT(E)

Attributable
equity interest Principal activities
BB FEXRR
2010 2009

2B ZTThF

Shanghai Eastern Airlines Logistics ~ PRC 200,000
Co., Ltd. (“Eastern Logistics™). 23 August 2004
HERAEFMRERAR -

(IREYR]) —ZTEMENA=+Z=A
China United Airfines Co., Ltd. PRC 100,000

("United Airlines”) 21 September 1984
HEBAEMREERAR e

(B ) —AWN\BENA=+—A
Eastern Airlines Hotel Co., Ltd. " PRC 70,000
RRAXEEEBAR 18 March 1998

H

—hWANFZRTNR

Shanghai Airlines Tours PRC 50,090
international (Group) Co., Ltd 29 August 1992
(“Shanghai Airlines Tours") &

ESmEmiRs (S8 —hA=ENA=TAA
HRAR( LAEH])
Eastern Business Airlines Service PRC 50,000
Co,, Ltd. 27 September 2008
REABERERSRRA HE

“2T\FhAZ+tA
Note:

On 28 January 2010, the Company issued its A Shares to the shareholders of Shanghai
Ailines in exchange for all issued shares of Shanghai Airlines (Note 44). After the acquisition,
Shanghai Airlines became a wholly owned subsidiary of the Company. On 26 March 2010,
Shanghai Airlines established a wholly owned subsidiary, New Shanghai Airlines, by
injecting certain assets and liabilities in relation to the core business of Shanghai Airlines.
On 16 December 2010, as approved by the Shanghai Municipal Industry and Commerce
Administration, Shanghai Airlines was-liquidated and all of its assets and fiabilities, including
its equity interests in New Shanghai Airlines, were assumed by the Company and New
Shanghai Airlines became a wholly owned subsidiary of the Company thereafter.
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200,000

100,000

70,000

50,090

50,000

70% 70%  Provision of cargo logistics
services

RUCKEIRARS

80% - Provision of ailine services

R RS

86% 86%  Provision of hotel services
primarily to crew
members

IRRBRITAR
REGBIERY

100% ~ - Tour operations, travel and
air ticketing agency and
transportation

RERENREESE
RERZBRSG

100% 100%  Provision of airlines
consultation services
FTERBMEERHR

s

R-F—FEFE-A=+NA - ZREETARE
ARG BRI EHRG R BERITRG (B3
44) > Bt RO BEREZLENBAR A -
R-F—FFZ[ 1A LHERGRT K2
BHIBRA] - H LM - BEEFA THERCER
HEEEERE -R_F—FF+=-A+XAE -
BLEETIETRERBHE - ERRG FHE
¥ BFFENEE AR RN LAREOER
AR RARE - B LAEMABEREZ 2 BB

ad
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23.

INVESTMENTS IN ASSOCIATES

NTS

5) (FRBIBRAITE e R R)
BIFFE

179

23, RERBE AT

On 13 April 2009, the Company entered into an agreement with China Aviation Industry
Corporation to dispose its 35% interests in Joy Air Co., Ltd (“Joy Air") for a consideration,
which requested the book value of, of RMB210 million. After completion of the disposal,
the Company holds a 5% interests in Joy Air and accordingly classifies the investment as

available-for-sale financial assets.

- Group Company
£8 AT
2010 2009 2010 2009
—E-FF ZEThE —E-BF —EEANE
RMB’000 RMB'000 RMB000 RMB'000
AR¥®FT AR¥TT ARYEFT ARETFT
Unlisted investments, at cost JE EIRE A 622,768 568,417 578,836 522,058
Share of results/reserves BNEE e 184,901 154,605 - -
807,669 723,022 578,836 522,058
“The movement on investments in associates s as foflows: BERBEERRNEDHNT
Group Company
- AT
2010 2009 2010 2009
—F-2F —ETAF —E-BF —EThEF
RMB’000 RMB'000 RMB’000 RMB000
AREFT AR#BF T ARETFT AR¥FT
At 1 January —B—B#&% 723,022 980,319 522,058 762,058
Additions through the acquisition 8% _FARAR 23S
of Shanghai Airlines (Note 44) (K15E44) 59,714 - 56,778 -
Disposal of shares in an associate HEBES ARG
{Note) (:t78) - (210,000) - (210,000)
Transfer to available-for-sale financial EHEE ATt E SR
assets upon disposal of shares BE - (30,000) - (30,000)
Other disposals Hibig® (7,203) - - -
Share of results of associates 3ty NS E 39,228 (46,602) -
Share of revaluation on available-for- B {ES 44 A T FTEM
sale assets held by associates A HERE
DREES 1,543 (585) - -
Share of other equity movement of (5S4 AT H 4t
an associate EREE - 49,692 - -
Dividend received during the year REKRRE (8,635) (19,802) - -
At 31 December +ZA=+—RA&H% 807,669 723,022 578,836 522,058
Note: HEE:

REFFAFRAVZA - FATBELEBHETE
REAZTRERRGH - B ENERRZEERA
ER T EFRZE])I5% M BRIFH R EBIEHAR
BLI0ETT A ERBBR T AR E TR EBRR] -
IREEBRTRE DR EFHERRLES %A - &

8%
o

RANREBBERABETHLELBE
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23. INVESTMENTS IN ASSOCIATES (continued) 23. RENBE RF(HE)

Particulars of the principal associates, which are limited liability companies
established and operating in the PRC, are as follows:

FEEOEIEHEQAAHRPEARIKEE
NEREEQT - HABBRAT

Place and date Attributable
Company of establishment Registered capital equity interest Principal activities
NEER RIBHRBEH BYEL LR G TEER
. 2010 2009 2010 2009 )
ZE-FF _ZTTHE —ZE-%F ZTTNE
RMB'000 RMB000
ARMFT ARETn
Eastern Air Group Finance Co,  PRC 400,000 400,000 25% 25%  Provision of financial
Ltd. ("Eastern Finance”) 6 December 1995 ' services to group
RRSENBEREE hE companies of CEA
DAEMEE ) —AAAF+ZA7R Holding
ATPERMKREET
RENREH IR
China Eastern Air Catering PRC 350,000 350,000 45% 45%  Provision of air catering
Investment Co., Ltd. 17 November 2003 services
RAMERRRE REMEBRRH
BRAR “EEZF+-A++kR
Shanghai Pratt & Whitney PRC USD39,500 UsD39,500 51% 51%  Provision of maintenance of
Aircraft Engine Maintenance 28 March 2008 aircraft, engine and other
Company Limited i refated components
(“Shanghai PW") “ZEZENE=A=+NB maintenance services
(Note(a)) RURE - EDiEMN
FEEERERDREE EAaRE e EE
BRARLBEE)
(itH )
New Shanghai International PRC 166,575 166,575 20% 20%  Provision of Property
Tower Co., Ltd. 17 November 1992 devefopment and
# LBEEREERAR management
—AAZF+—A++A REMEERIRG
Eastern Aviation Import & PRC 80,000 80,000 45% 45%  Provision of aviation
Export Co,, Ltd (“Eastern 9 June 1993 equipment, spare parts
tmport & Export”) G purchase
RAMEELOBERAR —AA=FAANA WERSE - ROTRER
(RAVEHO D RITRBEZHES
Shanghai Dongmei Aviation PRC 51,369 51,369 27% 27%  Provision of traveling and
Travel Co,, Ltd. 17 October 2004 accommodation agency
("Dongmei Travel") PE services
EREMTREER “ZTEEHAHER RN RBEEE
(TR ) o
Eastern Aviation Advertising PRC 50,000 50,000 45% 45%  Provision of aviation
Service Co., Ltd. ("Eastern 4 March 1986 ‘ advertising agency
Advertising”) F services
LBRAREAEER —AN\AFE=ZAEA USKEREREES
RAREER])
Shanghai Hongpu Civil Aiport ~ PRC 25,000 25,000 30% 30%  Provision of cable and
Communication Co., Ltd. 18 October 2002 wireless communication
TBIIRRARSEE H services
ARRA —FR-FTATNR REBGRERER
PR
Collins Aviation Maintenance ~ PRC UsD7,000 Usb7,000 35% 35%  Provision of ailine electronic
Service Shanghai Ltd. 27 September 2002 product maintenance
LERAERTRBERE & services
ARRA “ET-FAA-HER %E%@%%E%ﬁ%
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For the year ended 31 December 2010 BE —F—FF - A=1+—HILFE

23. INVESTMENTS IN ASSOCIATES (continued) 23. BERBE AT (E)
Note: 24
(a)  In 2008, the Company entered into an agreement with United Technologies (a) Z%‘:?%‘/Ifﬁ " R RIRE A BT
International Corporation (“Technol Inter, 1”) to establish Shanghai BRRAFBEETEEIRER LT L8
Pratt & Whitney Aircraft Engine Maintenance Company Limited ("Shanghai P&W”). EBREREBRBIEFRAR (U THENL
Shanghai PRW has a registered capital of USD40 million in which the Company BEE])  LEEBFMELRBOMERT -
holds a 51% interests. According to the shareholder’s agreement, Technologies ROBFEZRAISIBEVRIE - REBELFE
International has the power to govern the financial and operating policies as such the % BARERE L ERAABNEE
Company accounts for Shanghai P&W as an associate. BEZHRAITHE  BUARANE LG
HIERBERAIGE -
(b)  The Group's aggregated share of the revenues, results, assets and liabilities of its () EEBEBIEBERGNGRA - #5  BER
associates are as follows: BEWNT :
Assets Liabilities Revenues Profit/(loss})
& HE LA R (A548)
RMB’000 RMB'000 RMB'000 RMB’000
ARMFT ARMTT AREFT ARMFT
2010 —o—-gE 3,443,043 2,635,374 1,638,597 39,228
2009 —FEFEAEF 3,076,841 2,353,819 911,855 (46,602)
24. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES 24, REREGEAT
Group Company
&M RE
2010 . 2009 2010 2009
—E-2F —EENF —E-=F ZERhE
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETFT AR¥FrT ARETFT
Unlisted investments, at cost 3 LTI OB A(E 290,050 270,866 323,238 301,802
Share of results/reserves GRS S 116,120 101,927 - -
406,170 372,793 323,238 301,802
The movement on investments in jointly controlled entities is as follows: RERGERANEBHOT :
Group Company
£m AT
2010 2009 2010 2009
- TETNF —E-ZF —EEAF
RMB’000 RMB’000 RMB'000 RMB'000
AR®FT AR¥TT AR¥ T AREFT
At 1 January —B—B&# 372,793 362,332 301,802 301,802
Additions through the acquisition WEE AR D18 hn
of Shanghai Airlines (Note 44) (KisE44) 19,184 - 21,436 -
Dividends received during the year ~ ZNEURBIAIALE. (13,961) (14,000) - -
Share of results S ' 28,154 23,803 - -
Amortisation of unrecognised gain ¥ S8R FERRFIH - 658 - -
At 31 December +ZRE+—H&EH 406,170 372,793 323,238 301,802
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BB mENE

(Prepared in accordance with International Financial Reporting Standards) (1ZBBRRE1 HiREERIESY)
For the year ended 31 December 2010 B E = F—~FF+—~F=+—H I FfEF

24, INVESTMENTS IN JOINTLY CONTROLLED ENTITIES {(continued) 24, RENEGE DT ()

Particulars of the principal jointly controlled entities, all of which are limited AEENFEGEATHAPERIREE

liability companies established and operating in the PRC, are as follows:

MEREELR  EABBRNT

Place and date Attributable
Company of establishment Registered capital equity interest Principat activities
LRER B8R A HYEX LR TEEYR
2010 2009 2010 2009
—2-BF —FTHhE CZB-EF _TThE
RMB000 RMB000
ARETFT AREFT

Shanghai Technologies PRC2 UsD73,000 USD73,000 51% 51%  Provision of repair and
Aerospace Co., Ltd. 8 September 2004 maintenance services
("Technologies h RERBET AL
Aerospace”) (Note (3)) —EERENFZ+NE PR

HEHEFREROR .

(IREFH)
(it#e)

Shanghai Eastern Union PRC UsD2,100 UsD2,100 40% 40%  Provision of spare parts
Aviation Wheels & Brakes 28 December 1995 repair and maintenance
Maintenance Services ch services
Overhau Engineering ~ANEE+=A=+NH RUTHEBRE
Co., ltd. (“Wheels &

Brakes")

LERBMERGENE
REIEERAT
(TEsAE])

Eastern China Kaiya System PRC RMB10,000 RMB10,000 41% 41%  Provision of computer
Integration Co., Ltd. 21 May 1999 systems development

HERMERATRER h RUEBMAREREY
ERERAT —AANFRER=+—A

Notes: FEE

(a)  Under a Joint Venture Agreement with the joint venture partner of Technologies
Aerospace dated 10 March 2003, the Company has agreed to share control over the
economic activities of Technologies Aerospace. Any strategic financial and operating
decisions relating to the activities of Technologies Aerospace require the unanimous
consent of the Company and the joint venture partner.

(b)  The Group's aggregated share of the revenues, results, assets and liabilities of its

@ BREXRFRPBETRE—EEREIRZ
FF=FZAAHENHEREBHE &
RA)RERS—EIERESHAEERHT
HHAE BB ISR - (T RRRTHED
BRI RAB ERFIBER LR ERR
TS —EBIFRELBRIG—ROAE -

() FREBESEQRGRA - RE - BER

jointly controlled entities is as follows: BEWT -
Assets Liabilities Revenues Profit/(loss)
gE BE BA A
RMB’000 RMB’000 RMB’000 RMB’000
AREFRT AREFT ARMFT AR®FT
2010 —E-TF 473,861 67,691 258,665 28,154
2009 ZEENF 431,326 58,533 205,244 23,803
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(Prepared in accordance with International Financial Repbrting Standards) (}ZEIBREI IR ERIMER)
For the year ended 31 December 2010 B8 E - F—FF+ A =+—HILFF

25. OTHER LONG-TERM ASSETS ' 25. HibRHEE
Group Company
%=H A7
2010 2009 2010 2009
—EF-FF —EEAF —EF-FF —EENE
RMB’000 RMB’000 RMB’000 RMB'000

AREFT AR¥TT ARETFIT ARETT

Deposits relating to aircraft under  ERAZ 41430 E AR

operating leases (Note (3)) PSS (725G) 610,866 374,233 233,703 278,623

Prepaid flight training fees (Note (b)) FERITRITEIEIE

(b)) 838,395 481,603 577,780 446,108

Other long-term assets HitREEE 302,854 70,476 103,316 59,759

1,752,115 926,312 914,799 784,490

Notes: SEEE -

(a)  The fair values of deposits relating to aircraft held under operating leases of the (8  AFERAR BRI
Group and the Company are approximately RMB584 million and RMB222 million BZAARBEDFNBARES8UETRAR
(2009: RMB335 million and RMB249 million) respectively, which are determined using B2IHET(ZFTNGF : ARKIISETE
the expected future refunds discounted at market interest rates prevailing at the year ARE249187T) - HAAR BEZREFANES
end of 0.75% to 2.01% per annum (2009: 0.76% to 2.11%). (AR E K EETIGEFE0THE201%

(ZEFAF  0.76%F2.11% )51 58 -

(b)  Prepaid flight training expenses cover the Group's pilot undergraduates and pilots () RARITREIENERRITEEN £ REBR
in service and are amortised on a straight-line basis over the beneficial periods for TTRIBINER  ZEIRITHHEABRES
which the prepayments cover. HERRESEIR -

26. TRADE RECEIVABLES 26. FEWERER

The credit terms given to trade customers are determined on an individual basis, ETRENEEERERNARERERE

with the credit periods generally ranging from half a month to two months. T BEaLEAEREATE -

The aging analysis of trade receivables is as follows: BUSRRORE A ITIAT -

Group Company
- AT
2010 2009 2010 2009
—B-=F —EThF TE-BF ZEThF
RMB’'000 RMB’000 RMB’000 RMB’000
AR®FT AR®FT AREFrT ARKETFT

Within 90 days ATHERA 2,058,666 1,299,761 2,439,624 1,504,084

91 to 180 days h+—BEZE—8N+A 27,094 37,427 11,397 33,353

181 to 365 days —BN+—BE

=@a,~+EHA 39,882 9,297 17,377 5,016

Over 365 days BB=a,1TaE 233,202 246,202 196,788 190,450

2,358,844 1,592,687 2,665,186 1,732,903
Less: provision for impairment of B BBERTORER A
receivables (231,398) (221,816) (119,286) (115,243)

Trade receivables FEUERER 2,127,446 1,370,871 2,545,900 1,617,660

Balances with related companies included in trade receivables are summarised in FEWRR SR B RRRE S AR AR R EE TR R

Note 46(c)(i). M EE46(0)) ©
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ANCIAL STATEMENTS

26. TRADE RECEIVABLES (continued) : ' 26. BEWIER (M)

The carrying amounts of the trade receivables approximate their fair values. BRRRNREEEEAE QAR EE -

Trade receivables that were neither past due nor impaired relate to a large REPTERENERER DRSS AEE

number of independent sales agents for whom there is no recent history of BREHOEERF AR - »

default.

As at 31 December 2010, trade receivables of RMB91 million Ro-B-—ZTF+-HA=+-RB BREZA

(2009: RMB104 million) were past due but not impaired. These relate to a REVIET(ZETNE : ARMK1.04ET)

number of independent sales agents for whom there is no recent history of ERBREYERE HERESRSER

default. The Group holds cash deposits.of RMB500 million (2009: RMB287 IRARRERRENB LIRS - HRuwB
- million) from these agents. The ageing analysis of these trade receivables is as YEF  AERZELEAARES0ET

follows: 7 (ZBEAF : ARK28TET)HE - kS
’ BRSO BRI AT

Group Company
- AT
2010 2009 2010 2009
—E-2F —EThE —B-BF —EEAF
RMB’000 RMB’000 RMB'000 RMB'000
ARETT AT AR¥ETF T ARETFT
Up to 6 months NEB A 50,799 94,840 12,810 15,656
6 to 12 months RET=-EA 39,882 9,260 17,377 5122
90,681 104,100 30,187 20,778
As at 31 December 2010, trade receivables of RMB213 million RIB-FEF+_A=1+~—8  BRERA
(2009: RMB87 million) were impaired and fully provided for. The remaining E#¥23ET(ZFTTNE - ARK0STET)
impaired trade receivables relate to customers that were in financial difficulties BRRE  YERR2EAERE - 8 TH
and only a portion of the receivables is expected to be recovered. The factors RERRERRY R ELEETHEREHTS -
considered by management in determining the impairment are described in Note miRE R A BH YRR TR - EEE
2{). : RERERFHOEBEERK S -
The ageing of impaired receivables is as follows: EFHERER BN ERERRMRRINT -
Group Company
E- ] A
2010 2009 2010 2009
—E-Bf —EThE —E-BF —ETAE
RMB'000 RMB000 RMB‘000 RMB'000
AR®FT AREFT AR¥ETFIT AREFT
12 to 24 months overdue @%12%241@}% 13,689 32,700 ‘ 13,623 31,338
Over 24 months overdue BE24E A Ak 219,513 213,502 183,165 159,112
233,202 246,202 196,788 190,450
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(Prepared in accordance with International Financial Reporting Standards) (#B0/38 5 & EAIES)
For the year ended 31 December 2010 BB E — F—EFE+ - =+—AILFEE

26. TRADE RECEIVABLES (continued) 26. FEWBRER ()

Movements on the Group’s provision for impairment of trade receivables are as MR R E RSN EBNT ¢
follows:
Group Company
- A7
- 2010 2009 2010 2009
—E-FEF ZEThE —E-BF —ETNE
RMB’000 RMB'000 RMB’000 RMB’000
ARETFT ARETFT AREFT AR¥TT
At 1 January —A—B#&# 221,816 217,191 115,243 110,849
Additions through the acquisition W BS EARARAD 38 A0 .
of Shanghai Airlines (Note 44) (Bfat44) 9,687 - - -
Receivables written off during FRII AR
the year as uncollectible PR A (2,985) - - -
Provision for impairment of AEHHRRERE
receivables 2,880 4,625 4,043 4,394
At 31 December TZRA=+—R&# 231,398 221,816 119,286 115,243
The net impact of creation and release of provisions for impaired receivables have HENRBEENHRDBOSFFECBIE
been included in ‘Provision for impairment of trade and other receivables’ in the EFERPBRERR R EROREE
income statement (Note 11). Amounts charged to the allowance account are BIREN) - EEBEFPHBRNEE—
generally written off, when there is no expectation of recovering additional cash. REEERE RN EEINR S ZY -
The carrying amounts of the Group's trade receivables are denominated in the REE SRR OREEREEIRNT -

following currencies:

Group Company
=& AT
2010 2009 2010 2009
—B-BF ZEBhE —E-2F ZZThE
RMB’000 RMB’000 RMB'000 RMB000
AR¥Fr ARMFIT AREFiT ARBTT
Currency B
Renminbi AR 1,655,344 1,019,919 2,187,115 1,314,257
Japanese Yen Bt 123,956 93,778 121,715 93,778
US Dollars E 91,903 79,732 16,344 45,106
Euro Bt 83,081 56,663 50,461 43,740
HK Dollars B 73,621 44,332 70,724 44,332
Korea Won g 47,563 26,174 47,563 26,174
Other currencies Hibhgwk 51,978 50,273 51,978 50,273
2,127,446 1,370,871 2,545,900 1,617,660
The maximum exposure to credit risk at the reporting date is the carrying amount EREAH  ERERNSESRAREAES L
of receivable shown above. St FEGR VAR TEINE -
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(Prepared in accordance with International Financial Reporting Standards) (1% EB2E] IR AlEE)

For the year ended 31 December 2010 BEZE —F~FFf_F

27. PREPAYMENTS, DEPOSITS AND OTHER RECENABLES

=+—HUFE

27. BAH - FREEEREK

Group Company
P AT
2010 2009 2010 2009
—E2-2F —ZEENF —E-2fF —ETNF
RMB'000 RMB’000 RMB’000 RMB’000
ARETFT ARETT AR¥Frx ARE T
Restricted bank deposits (Note (a))  FR&I1ERITHER
(iF#a) 1,486,362 427,996 1,466,463 421,216
Rebate receivables on aircraft B ATRME FTSIE
acquisitions I EIHER 796,737 783,864 753,741 771,255
Receivables from aircraft RN ey
manufacturer for cancelled order FRAGIRE K 686,966 - - -
Deposits with banks with origihal BBE=EARLIR )
maturity over three months — R TR
but less than a year (Note (b)) (#(0b)) 462,768 28,454 . 89,601 21,654
Ground service fees receivables WE RIS & 324,654 332,446 279,134 251,263
Prepaid aircraft operating AT RSN
lease rentals HAERS 306,293 234,385 179,070 196,003
Rental deposits BETS 260,650 117,472 220,555 97,470
Amounts due from related FEMA RE A RIFIE
companies {Note 46(c)(i)) (B aEa6(c))) 152,731 61,397 2,386,120 1,380,079
Others Hib 863,838 549,820 289,358 291,240
Subtotal /et 5,340,999 2,535,834 5,664,042 3,430,180
Less: bad debt provision & ORERE (183,995) (165,339) (110,676) (116,179)
5,157,004 2,370,495 5,553,366 3,314,001
Notes: 2
(a)  The restricted bank deposits primarily represent: (i) a security deposit of US dollar 18 @ REMRITHEXREECRE (i) BRBGES
million (RMB121 million equivalent) for crude oil option contracts (2009: US dollar foka 1737{7?%:%0 18IEFT(H)EARE L2
62 million or RMB421 million equivalent) bearing interest rate of approximately 1.76% BN =FFAF : 0.62{8FT - AR !%i‘
per annum with final maturities through to 2011, (i) bank deposits of RMB1,345 421187T) « EFRHBIIE FHEZE
million (2009: Nil) for secured borrowings bearing interest rate of approximately from ——ERIEEH; (7)) IBREKARITIEFA
2.02% to 3.37% per annum with final maturities through to 2011 (Note 32). R¥ 134518 7T (2009% : #%) + EFENF
202BE337BTE  FREF——F51#
FIBI(Hiz£32) ©
(b)  As at 31 December 2010, the deposits are denominated in RMB and bear effective ) R-F—FE+-A=+—H BHEZS
interest rate of approximately 0.36% per annum (2009: 0.36% per annum). AREER -  AFEHBEF036%(=FF

NEF - HF0.36%) °
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B 75 Rk B B

(Prepared in accordance with International Financial Reporting Standards) ( IR EIRR B IR S Al 5Y)
For the year ended 31 December 2010 Bt E —F—EF+ = H=+—H | FfF

28. CASH AND CASH EQUIVALENTS 28. Bl&RASEEY
The carrying amounts of the Group’s and Company's cash and cash equivalents AEBARALTNRSRELSEYHRERE
are denominated in the following currencies: EREESRET ¢
Group Company
£ AT
2010 2009 2010 2009
—E-FF —ETAE —E-FF —EENF
oy RMB'000 RMB'000 RMB'000 RMB'000
i AR®Fr AR#TFx AREFT AREFT
Renminbi AR 2,642,109 816,538 511,808 264,732
US Dollars ESM 263,051 253,776 181,499 224,095
Euro BT 30,592 43,519 22,888 28,588
Japanese Yen Bt 12,705 30,889 7,445 11,006
Hong Kong Dollars Pt 11,430 470,234 10,362 469,465
Others Hih g 118,341 120,292 117,281 120,344
3,078,228 1,735,248 851,283 1,118,230
29. TRADE PAYABLES AND NOTES PAYABLE 29. BHERRRENERE
The aging analysis of trade payables and notes payable is as follows: EREXRENREORSITOT
Group Company
- AT
2010 2009 2010 2009
—E-2F —EThE —B-ZEF —EENEF
RMB’000 RMB’000 RMB’000 RMB000
AR¥F ARBTIT AR¥Fr ARETFT
Within 90 days Vake =R 2,477,327 5,161,027 3,522,807 5,100,826
91 to 180 days N+—BE—8"ANA+AH 1,190,393 772,255 868,816 764,457
181 to 365 days —BNAT+—BE
=EAtTHEA 290,991 157,856 69,583 114,581
Over 365 days BA=A,+THA 316,732 389,321 240,745 313,684
4,275,443 6,480,459 4,701,951 6,293,548
As at 31 December 2010, the trade payables and notes payable balances RZF-TF+-A=+—R8 - XAEBINA
of the Group and the Company included amounts due to related companies REIRNRRREN E RS EP AR
of RMB478 miliion (2009: RMB1,013 million) and RMB2,441 million RIBRBEANBARBABEBIL(ZETHE :
(2009: RMB1,091 miltion) respectively (Note 46(c)(ii)). AREBI0L.BETIMAREUMET(ZEE

N+ ARBE10.9187E) (B SE46(0)(i)) »

As at 31 December 2010, notes payable amounted to RMB1,425 million RE-FB-—ZFF+ZA=Z+—A - ENZEe

(2009: RMB4,936 million), which were unsecuted, bore effective interest rates BRAARBUBETL(ZETAE - ARKE

ranging from 3.48% to 4.5% per annum (2009: 1.6% to 5.9%) and were 493618 7T) » MIEIR + FIZE &3.48% F4.5%

repayable within six months. (ZBTAF - 16%E5.9%) - BIBRAEA
AT o
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(Prepared in accordance with International Financial Reporting Standards) (FZEIBRE] %R & ERIGEY)
For the year ended 31 December 2010 #E — B~ TFE+ —A=+—AI-FE

30. OTHER PAYABLES AND ACCRUED EXPENSES 30. RtENARRBREA

Group Company
-3 AT
2010 2009 2010 2009
—E-BF ZEThE =B-2F —EEAF
RMB’000 RMB'000 RMB’000 RMB000
AR¥Fr AR¥TFr AREFTT ARETT
Accrued salaries, wages and benefits TEIRT & - HF& REF 2,857,725 1,481,264 2,435,460 1,262,017
Accrued take-off and landing charges TEIRRA&AE[EE R 2,016,546 2,331,711 851,991 1,791,485
Accrued expenses related to aircraft FEIRREAIEER
overhaul conducted 1,759,898 1,389,906 939,135 1,099,760
Accrued fuel cost TARNEMHER 1,550,561 2,196,652 959,558 2,043,083
Duties and levies payable AR RIERBE 1,375,205 759,446 818,774 602,275
Other accrued operating expenses TEIREMEZERR 1,650,795 1,181,390 1,390,504 988,611
Deposits received from ticket sales £ EFG$E & LIRS
agents HEA 500,139 286,780 350,596 204,731
Staff housing allowance (Note 37(b)) & T{¥FE#iRb
(HFE37()) 348,232 401,322 265,084 331,563
Current portion of long-term duties  E 4t 5 HAFE S RE R 0
and levies payable (Note 34) ERHERARENIG
(BizE34) 76,390 76,577 61,999 69,255
Current portion of post-retirement A& IEFIZEE ST
benefit obligatians (Note 36(b)) i3 (KFat36(b) 61,279 51,226 54,523 48,193
Amounts due to related companies  FEfHREER AR -
(Note 46(c)(ii)) (Bt ata6(c)ii) 83,641 136,259 757,173 346,733
Other payables Hith . 2,255,757 1,224,671 1,557,583 1,087,998
14,536,168 11,517,204 10,442,380 9,875,704
31. OBLIGATIONS UNDER FINANCE LEASES 3. REHEAE
As at 31 December 2010, the Group and the Company had 71 and 58 aircraft NZZ—EF+=-A=+—0 ' XEARNRN
(2009: 65 and 59 aircraft) respectively under finance leases. Under the terms of DRIARERE R XS RIEARME 71285058
the leases, the Group and the Company have options to purchase, at or near the R(ZETNF - 6522F0594) - BEAEK
end of the lease terms, certain aircraft at either fair market value or a percentage % AEBRAATNSEAREBRRER
of the respective lessors’ defined cost of the aircraft. The obligations under ERE AR AT EAXLBBEREEAE
finance leases are principally denominated in US Dollars. THRABEEPRERE REREEHE
EERECHEMRAE -
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. (Prepared in accordance with International Financial Reporting Standards) (#<BIfRE) 76 #R & 2ERIMEEY)
.For the year ended 31 December 2010 BBE —F—FHF+ = A=+—HILFE

MENTS

31. OBLIGATIONS UNDER FINANCE LEASES (continued) 31. MEHEEEE)
The future minimum lease payments (including interest), and the present value of SRERS(BEHNE)RRERSHREST
the minimum lease payments under finance leases are as follows: R
Group
£®
2010 2009
—E2-%% “BThE
Present Present
value of value of
Minimum minimum Minimum minimum
lease lease lease lease
payments Interest payments payments Interest payments
B &iE
BiEHEE HE HérHA RiEHES Me  MezBE

RMB'000 RMB'000 RMB'000 RMB000 RMB000 RMB000
ARBTRT ARBTR ARBFT ARETIL AREFL AREFR

Within one year —FR 2,476,451 338,620 2,137,831 2,466,415 340,985 2,125,430
n the second year FoF : 2,539,816 296,589 2,243,227 2,388,362 294,733 2,093,629
In the third to fifth year inclusive F=FEERF

(BEERME) 7,498,600 609,882 6,888,718 7,405,048 620,147 6,784,901

After the fifth year AR 8,359,802 421,245 7,938,557 8,752,687 386,412 8,366,275
Total k] 20,874,669 1,666,336 19,208,333 21,012,512 1,642,271 19,370,235
Less: amount repayable within one year 3 - —EAEB L% (2.476,451) (338,620) (2,137,831}  (2.466415) (340,985 {2,125430)
Long-term portion RESH 18,398,218 1,327,716 17,070,502 18,546,097 1,301,292 17,244,805

Company
G
2010 2009
—Z-%F% ZEThEF

Present Present

value of value of

Minimum minimum Minimum minimum

lease lease lease lease

payments Interest payments payments Interest payments

BIE , HIE

. BERSE FE HeEvRE BiEHE Fe  HEZBE

RMB'000  RMB'000  RMB'000 RMB000 RMBOOO  RMBY0O
- ARBTR ARETR ARETR ARETR ARETT ARETT

Within one year —&R 2,084,165 287,426 1,796,739 2,213,131 297,316 1,915,815
In the second year £-F 2,137,331 252,061 1,885,270 2,130,374 256,296 1,874,078
In the third to fifth year inclusive $=FRERF

(RIEERRE) 6,251,938 521,000 5,730,938 6,600,565 538,862 6,061,703
After the fifth year RELAE 6,854,100 389,175 6,464,925 7,802,646 351,018 7,451,628
Total ot 17,327,534 1,449,662 15,877,872 18,746,716 1,443,492 17,303,224
Less: amount repayable within one year 3 : —FREEI A (2,084,165) (287,426)  (1,796,739) (2,213,131) (297,316) (1,915,815)
Long-term portion REEH 15,243,369 1,162,236 14,081,133 16,533,585 1,146,176 15,387,409
The fair value of obligations under finance leases of the Group and the Company AEERAREBERERBZRAAMES A
are RMB19,529 million and RMB16,228 million.(2009: RMB19,681 million and BARK195.29BTRARK162.28(B7L(=
RMB17,704 million) respectively, which are determined using the expected future TTHE  ARK19681BTTRARY177.04
payments discounted at market interest rates prevailing at the year end. ' Br) EAAERBRESINRERE

KEBEMIHFRHE -
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PR ER R MR

(Prepared in accordance with International Financial Reporting Standard
For the year ended 31 December 2010 B E = FE—~FF 4+ —F=+—

) (BRER AR E ERIRE)
EIFFE

32. BORROWINGS 32. B
Group Company
- |
2010 2009 2010 2009
—F-FF ZEBAE E-BF ZEThE
RMB'000 RMB000 RMB’000 RMB’000
ARETT ARETFT ARETFT AREFT
Non-current FETREN D
Long-term bank borrowings REIRITER
— secured — B 13,107,405 . 7,566,853 8,983,065 5,695,606
~ unsecured — K 10,247,592 5,438,021 9,258,475 5,206,178
23,354,997 13,004,874 18,241,540 10,901,784
Current REHEDID
Long-term bank borrowings RERITHEZ
—secured —EiEH 2,011,861 1,221,829 1,274,011 857,512
— unsecured — LR 2,005,721 2,701,640 1,830,273 2,495,811
Short-term bank borrowings RERITHEREZ
—secured —HiE#H 1,324,540 - 1,324,540 -
— unsecured — K 9,868,538 8,406,606 7,918,751 6,866,606
15,210,660 12,330,075 12,347,575 10,219,929
Total borrowings g 38,565,657 25,334,949 30,589,115 21,121,713
The borrowings are repayable as SRITIEKER T 558
follows: FREE -
Within one year —FR 15,210,660 12,330,075 12,347,575 10,219,929
in the second year F-F 8,161,606 2,714,006 6,739,334 2,354,008
In the third to fifth year inclusive E=FEERE
(BEEEME) 8,672,434 6,165,512 6,682,965 5,295,118
After the fifth year AFELE 6,520,957 4,125,356 4,819,241 3,252,658
Total borrowings gkl 38,565,657 25,334,949 30,589,115 21,121,713
Notes: AEEE

As at 31 December 2010, the secured bank borrowings of the Group and the Company
were pledged by the related aircrafts and buildings with an aggregate net book amount of
RMB20,800 million and RMB14,846 million respectively (2009: RMB13,678 million and

RMB11,273 million) (Note 19).

Certain unsecured bank borrowings of the Group and the Company totaling of RMB575
mitlion and RMB8S5 million respectively (2009: RMB447 million and nil) were guaranteed by

CEA Holding (Note 46(d)).
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NOTES TO THE FINANCIA

TS HRARMEE

(Prepared in accordance with International Financial Reporting Standards) ( Eﬂ%ﬂz‘ﬁﬁéﬁiﬁ,ﬂjljﬁﬂ )

For the year ended 31 December 2010 #E —E—F4F+—F=

32. BORROWINGS (continued)

The terms of the long-term bank loans are summarised as follows:

+— AL FE

32. fBR(@®A)

REIRITIE KO BRI T -

Group Company
£H AT
Interest rate and
Currency final maturities 2010 2009 2010 2009
W EBRAERIMA —E-EF ZETAF —B-BF —EEAF
RMB’000 RMB’000 RMB'000 RMB’000
AR®TT ABREFT AR¥FT ARETFT
RMB denominated Interest rates ranging from 3.51%
ARE 10 6.70% per annum with final
maturities through to 2018.
FENENFIS1EZ6.70E
TE - BRE018FERE 10,550,536 6,535,520 8,897,248 5,057,500
U.S. dollar denominated Interest rates ranging from 1 month
E" LIBOR +1% to 6 month LIBOR
+2.5% per annum with final
maturities through to 2022.
FHENTFBEALBOR +1EE
618 ALIBOR +2.5E %
BRE2002FRE D 16,822,043 10,279,569 12,448,576 9,084,353
EURO denominated
BT 113,254 - 113,254
Total long-term bank loans R HBf& S st 27,372,579 16,928,343 21,345,824 14,255,107
Note: AR
(a)  The fair value of long-term borrowings of the Group and the Company are () FERERRACNRESZ DA BES 55
RMB27,759 million and RMB21,768 million respectively (2009: RMB17,051 million ARM277.5918 T B A R #217.6818 7T(2009
and RMB 14,332 million), which are determined using the expected future F:ARBINSIBTRARK 143328
payments discounted at prevailing market interest rates available to the Group JT) - RAR BERREEHS 3T KE
and the Company for financial instruments with substantially the same terms and REERFXAFTEBNAR T RESE918
characteristics at the balance sheet date. FSA RSB T AT ETSFERHE
& o
(b)  Short-term borrowings of the Group and the Company are repayable within one year. ) FEERERENEESIGE—ELAE

As at 31 December 2010, the interest rates relating to such borrowings, including
both fixed rates and floating rates, were ranged from 1.26% to 5.31% per annum
(2009: 0.33% to 7.47% per annum). During the year ended 31 December 2010,
the weighted average interest rate on short-term bank loans was 4.08% per annum
(2009: 5.14 % per annum).

EnEH - R=F—FF+=A=+—8 -
1ERER A EFE - BIEETFIRAZEH
E - ARI26%E53N%(=—FFAF : 033%
E747%) - R-FE—FF+-_[A=+—A8 "
JERIE SR I PG FEF R B4.08% (= TR
N 5.14%) ©
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(Prepared in accordance with International Financial Reporting Standards) (JZEIRS A1 iR & 2ERIE )
For the year ended 31 December 2010 82 —FE—FE+_H=+—HI- FFE

32. BORROWINGS (continued) 32. fER(BD
Note: {continued) ALFE - ()
() The carrying amounts of the borrowings are denominated in the following currencies: (© EROREDEUTIEEBER -
Group Company
£ AT

2010 2009 2010 2009
—E-2F ZEENF —E-BF ZETAF
RMB'000 RMB’000 RMB’000 RMB'000
AREFT ARETT AREFT AREFT
Renminbi AR%E 16,493,536 12,064,354 12,927,248 9,046,335
US Dollars - Erx 22,072,121 13,157,341 17,661,867 11,962,124
Euro Bt - 113,254 - 113,254
38,565,657 25,334,949 30,589,115 21,121,713

33. PROVISION FOR RETURN CONDITION CHECKS FOR AIRCRAFT 33 REBERMERBBHRBRISES
UNDER OPERATING LEASES

Group Company
= A7
2010 2009 2010 2009
—B-FF —EBAEF —E-FF ZETAF
RMB’000 RMB000 RMB'000 RMB’000
AR¥FrT ARETFxT AREFrT AR¥TFT
At 1 January —HB—H&8 1,847,755 1,534,018 1,282,402 1,168,690
Additions through the acquisition W Ay R
of Shanghai Airlines (Note 44) (Kizta4) 685,934 - - -
Additional provisions REFHR 586,364 588,745 - 247,424 234,529
Utilisation AEEXHA (305,550) (275,008} (12,755) (120,817)
At 31 December +=—RA=+—8#&#& 2,814,503 1,847,755 1,517,071 1,282,402
Less: current portion A REED (339,091) (609,884) (46,695) (183,099)
Long-term portion REFRRD 2,475,412 1,237,871 1,470,376 1,099,303
Provision of operating lease aircraft return condition check represents the present BEHESRBEEDMRAREEE LGS
value of estimated costs of major return check for aircraft and engines under HHERBOERERERANERE - ¢
operating leases as the Group has obligation to fulfill certain return conditions RUERE  *EXEFEERIEEEER
under relevant leases. EHZEIEH -
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NOTES TO THE FINANCIAL STA 'EMENTS
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(Prepared in accordance with International Financial Reporting Standards) (FZ BB iR &5 R Al Y )
For the year ended 31 December 2010 ﬁ —E—FFf-H= HIFFEE

34. OTHER LONG-TERM LIABILITIES 34. HttRHBE
Group Company
55 N
2010 2009 2010 2009
—E2-FF ZEENF —B-EF —ZEThE
RMB’000 RMB’000 RMB’000 RMB’000

AREFT ARE T ARETFIT ARETT

Long-term duties and levies payable £ HIFEREFIR

EAbIE 821,950 737,369 624,836 652,378
Fair value of unredeemed points EhEA MR
awarded under the Group's BRSNS EBE
frequent flyer programs 1,254,752 442,623 1,119,159 442,623
Deferred gains on sale and B RIHERBEE W35
leaseback transactions of aircraft - 8,138 - 8,138
Other long-term payables Hih R HARE 3R 113,120 91,870 91,484 87,524
. 2,189,822 1,280,000 1,835,479 1,190,663
Less: current portion (Note 30) W mENER D (A AE30) (384,960) (76,577) (337,224) (69,255)
Long-term portion REE G 1,804,862 1,203,423 1,498,255 1,121,408
35. DEFERRED TAXATION 35. REHIF
Deferred income tax assets and liabilities are offset when there is a legally BEAERANTIEHERE  BSRA—F
enforceable right of offset and when the deferred income taxes relate to the same BRE  URBEEHEAEREERES
authority. The following amounts, determined after appropriate offsetting, are REARIKE - % - THEEEEERR
shown in the balance sheets: RAFIIR
Group Company
=m AT
2010 2009 2010 2009
—g-=2F ZEBAEF —B-BF ZEBAF
RMB’000 RMB'000 RMB’000 RMB’000
AR T AREFIT ARSFT ARETFT
Deferred tax assets BERBERE
— Deferred tax asset to be utilised — 12 LATER
after 12 months MIEEREEE 73,675 82,272 - -
— Deferred tax asset to be utilised — 2@ AN ER
within 12 months HEERIEEE 1,513 1,476 - -
75,188 83,748 - -~
Deferred tax liabilities BEHARRE
~ Deferred tax liability to be realised  — 1218 4 b4 - a] 515,
after 12 months RIERERRTA A 5 (51,814) (51,539) - -
Net deferred tax assets A ERE (23,374) (32,209) - -
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(Prepared in accordance with International Financial Reporting Standards) (3ZBIRSE] EiREERIES])
For the year ended 31 December 2010 BE —E—BF+=F=+—H I FE

35. DEFERRED TAXATION (continued) 35. IEFEHIIE ()
Movements in the net deferred tax assets are as follows: BREHIRREENEHNT -
Group Company
== AF
2010 2009 2010 2009
—R-BF W ZEThEF —E-BF ~EEAF
RMB’000 RMB ‘000 RMB'000 RMB'000
AREFT AR#TFT AR¥FT AREFT
At 1 January —RA—BR&#& 32,209 24,358 - -
Additions through the acquisition RS AR N B2
of Shanghai Airlines (Note 44) (Bta4) (653) - - -
(Charged)/credited to income FEKR(ER),EE
statement (Note 14) (BizE14) (8,182) © 7851 - -
At 31 December +-A=+—R&#% 23,374 32,209 - -
The deferred tax assets and liabilities (prior to the offsetting of balances within BEHREERABEER —BUEAEE TIES
the same tax jurisdiction) were made up of the taxation effects of the following: RSB AT OB B EER -
Group Company
£8 ]
2010 - 2009 2010 2009
—E-FF —ETNF —F-ZF ZEThEF
RMB‘000 RMB’000 RMB'000 RMB'000
AR¥Fr AR®TFT AR¥FT ARETFT
Deferred tax assets: BEFREE -
Impairment provision for obsolete  FRAZRE T
flight equipment spare parts FBREXEE 83,365 78,634 79,272 74,872
Impairment provision for receivables  FEUL FR B B4 69,063 68,553 53,945 52,872
Impairment provision for property, — #7% - ¥R R RE '
plant and equipment . REEE 128,226 170,808 125,573 170,451
Provision for return condition checks 4R E MR
for aircraft under operating leases AR 93,740 152,231 92,101 135,196
Provision for frequent flyer programs  # iR &5+ BI%EE 44,001 13,619 39,355 13,619
Derivative financial liabilities THUESRBE 29,526 132,732 29,526 132,732
Provision for post-retirement benefits 3R K1&38 Fl &4 245,026 271,672 220,475 247,424
692,947 888,249 640,247 827,166
Deferred tax liabilities: FEREHIARME
Depreciation and amortisation FrERBH (652,521) (855,272) (623,195) (826,398)
Derivative financial assets RHGUEREE (17,052) (768) (17,052) (768)

(669,573) (856,040) (640,247) (827,166)
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(Prepared in accordance with International Financial Reporting Standards) (- if%ﬁifﬁﬁ ERAES)
For the year ended 31 December 2010 5 — FE—EF+ = F=+—F - EF

35. DEFERREDTAXATION (continued) ' 35. EZEBIH(|)

Movements of the net deferred tax assets of the Group for the year: BEFBFEEHLSHUT ¢
Additions

through the (Charged)/

Atthe  acquisition of credited to
beginning Shanghai income At the end
of the year Airlines statement of the year

A0 LM Mk
FNRE B8 (EE) &5 FRGEE
RMB'000 RMB'000 RMB’000 RMB’'000

ARBFIT ARE T ARMFTT AREFT

- For the year ended
31 December 2010
Impairment provision for obsolete MR ST a0

—E-TEFE

flight equipment spare parts B 78,634 R 4,731 83,365
Impairment provision for receivables Rk SR E A 1 68,553 510 - 69,063
Impairment provision for property,  #% - 38 204

plant and equipment REEE 170,808 - (42,582) 128,226
Provision for return condition checks 4248 ETRILIRT

for aircraft under operating leases BISEE 152,231 - (58,491) 93,740
Provision for frequent flyer programs % ik & st 2 13,619 - 30,382 44,001
Derivative financial liabilities RHULSHERE 132,732 - (103,206) 29,526
Provision for post-retirement benefits iR fhig fmF %S 271,672 - (26,646) 245,026

888,249 510 (195,812) 692,947
Depreciation and amortisation FERE (855,272) - 202,751 (652,521)
Derivative financial assets RPUCHEE (768) (1,163) (15,121) (17,052)
(856,040) (1,163) 187,630 (669,573)
Net deferred tax assets EEF B R R 32,209 (653) (8,182) 23,374
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For the year ended 31 December 2010 BE—F—BF+ - A=+—HAIFEF

35. DEFERRED TAXATION (continued) 35, EEEBIE ()
{Charged)/
credited to
At the beginning income At the end
" of the year - statement of the year
ER P P
F IR (1878) /B8] FREHEE
RMB000 RMB000 RMB000
ARETFr AREFT ARETFT
For the year ended 31 December 2009 ZERhEEE
Tax losses carried forward Bl Rk 1,846 (1,846) -
Impairment provision far obsolete flight R BETHN :
equipment spare parts fREEXE 78,634 . - 78,634
Impairment provision for receivables PRGBS 68,553 - 68,553
Impairment provision for property, Y - MBRRRE
plant and equipment RS 170,808 - 170,808
Provision for return condition checks for BT EMERTR
aircraft under operating leases RIEHEHE 152,231 - 152,231
Provision for frequent flyer programs BIREHEIESE 13,619 - 13,619
Derivative financial liabilities THOUEHEE 313,488 (180,756) 132,732
Provision for post-retirement benefits BB REFER 271,672 - 271,672
1,070,851 (182,602) 888,249
Depreciation and amortisation B R (1,024,173) 168,901 (855,272)
Derivative financial assets REHSHEE (22,320) 21,552 (768)
(1,046,493) 190,453 (856,040)
Net deferred tax assets BRBIAEERE 24,358 7,851 32,209

As at the balance sheet date, the Group and the Company had unrecognised
deductable temporary differences approximately RMB7,089,519 and
RMB4,786,950 respectively (2009: RMB5,441,922 and RMB4,579,894
respectively).

In addition, as at 31 December 2010, the Group and the Company had tax
losses carried forward of approximately RMB9,855 million and RMB8,532 million
respectively (2009: RMB16,223 million and RMB12,720-million respectively)
which will expire between 2011 and 2014, and which are available to set off
against the Group companies and the Company's future taxable income. 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 2010, the Group and the Company did not recognise -
RMB4,236 million and RMB3,330 million respectively (2009: RMB5,416 million
and RMBA4,325 million respectively) of deferred tax assets arising from the above
deductable temporary differences and tax losses as management did not consider

it probable that other deductable temporary differences and tax losses would be
realised before they expire.
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NOTES TO THE FINANCIA

(Prepared in accordance with. International Financial Reporting Standards) (. ﬁ@%&‘ﬁﬁ At_/ﬁ = jﬁizf )

For the year ended 31 December 2010 #E ~ E— =4 -/-_ﬁ =+—HIFF

36. 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 various provinces in
which the Group companies operate. 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' salary and allowances subject to certain
ceilings as set up by the relevant municipal governments. Employees
are required to contribute to the schemes at rates ranging from 7%
to 8% of their salaries. For the year ended 31 December 2010, the
Group's pension cost charged to the consolidated income statement
amounted to RMB715 million (2009: RMB390 million).

(i} Medical insurance

Majority of the Group’s PRC employees participate in the medical
insurance schemes organised by municipal governments, under
which the Group companies and their employees are required to
contribute to the schemes approximately 12% and 2%, respectively,
of the employee’s basic salaries subject to certain ceilings as set up
by the relevant municipal governments. 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 2010, the Group's medical
insurance contributions charged to the consolidated income
statement amounted to RMB281 million (2009: RMB132 million).

(b) Post-retirement benefits

In addition to the above defined contribution retirement schemes, the
Group provides retirees with other post-retirement benefits including
transportation subsidies, social function activities subsidies and other
welfares. The expected cost of providing these post-retirement benefits is
actuarially determined and recognised by using the projected unit credit
method, which involves a number of assumptions and estimates, including
inflation rate, discount rate and employees’ turnover ratio.

36. BAEEHBIRESRKEHEF

(a)

(b)

SRR k&8

) #ES

FEBEEBBHES ALY
TRAEENTE#RNEES
FHE - AEBASHPRESH
SRRAEEANRELHBZE
¥ AEBBRBET TS
EFHEREZURSHELBHNE
2%RMPRE - EERREE

CARHENT%ES% T AR o B
BB+ A=4+—A1
FE - AEBMEZBITEHA
AHNBERNRESHEERA
ARBIGRR(ZEEAF : A
R¥390f87T) «

(i) EERE

AEEREHPRBILMT S
MRS B RIREE - K
RERE S B BT
P ERAF S FRH12% 2%
Bt BIESR o BRI RN - Ak

B2t RIM(E B 3 M 52
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For the year ended 31 December 2010 BEEEZ —F

36. RETIREMENT BENEFIT PLANS AND POST- RETIREMENT

BENEFITS (contmued)

(b)

Post-retirement benefits (continued)

The post-retirement benefit obligations recognised- in the balance sheets

—FEEFZA=A

—HILFE

36. BARSHEIRESIEREBNERN(E)

(b) BHREEER (H)

EEERFERTMAERNORKEENS

are as follows: FAZEHMNT :
Group Company
£ AT
2010 2009 2010 2009
—B-Rf —TENF —E-EF —ZEEhF
RMB'000 RMB'000 RMB'000 RMB000
AR¥FT AREFT AR¥Fr ARETFT
Present value of funded post- BRESHMEBRIKE
retirement benefit obligations BRBAEED
BiE 440,042 - -
Fair value of plan assets SEEENAAEE (95,085) - -
Present value of unfunded post- & FE4 B8R SRk
retirement benefit obligations BENEREEN
HE 4,737,736 4,490,477 4,155,547 3,978,333
Unrecognised actuarial losses REEZHIEERL (2,465,413) (2,640,544) (2,209,541) (2,333,591)
Post-retirement benefit obligations {g & iRK B FE A
£ 2,617,280 1,849,933 1,946,006 1,644,742
Less: current portion (Note 30) & : RENER(D
(F#at30) (61,279) (51,226) (54,523) (48,193)
Long-term portion =EEH 2,556,001 1,798,707 1,891,483 1,596,549
Changes in post-retirement benefit obligations are as follows: RNREREAEHENEDNT
Group Company
=E AT
2010 2009 2010 2009
—E2-EF ZZTENF —E-EF ZEThF
RMB’000 RMB'000 RMB’000 RMB'000
AR¥FrT AREFT AREFT ARETFT
At 1 January —A—H&& 1,849,933 1,515,585 1,644,742 1,330,679
Additions through the acquisition 485 Rk 1D B2 &
of Shanghai Airlines (Note 44)  (Hi3t44) 419,414 - - -
Costs charged in the income FAFEES
statement BHEA 479,514 440,878 399,177 405,468
Payments - X8 (131,581) (106,530) (97,913) (91,405)
At 31 December +ZA=+—B#&#& 2,617,280 1,849,933 1,946,006 1,644,742
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(Prepared in accordance with International Financial Reporting Standards) (; ffﬂgﬁ’jﬁﬁ%ﬁﬁjl/ﬁﬁ# )
For the year ended 31 December 2010 Bt E — E—FFF = H=+— G FEF

36. RETIREMENT BENEFIT PLANS AND POST-RETIREMENT

BENEFITS (continued)

(b) Post-retirement benefits (continued)

The movement in the fair value of plan assets of the year is as follows:

STATEMENTS

36. BAEHBIRESBRABHEFR(H)

(b) EIREBYIEFI(E)

FEEABEENRABESHERM

T
Group Company
-3 AT
2010 2009 2010 2009
—E-FF ZETAhEF —B-ZF ZEENF
RMB'000 RMB’000 RMB’000 RMB’'000
ARMTFT  ARMTT ARMFT ARETFT
At 1 January —A—B#&& - - - -
Additions through the acquisition W% - ARG 1 S5 48
of Shanghai Airlines (Note 44)  (H{3t44) 79,956 - - -
Expected return on plan assets 3B ZAETEHIGER 6,043 - - ~
Actuarial gain BE(BL /W) 102 - - -
Employer contributions BEHR 10,862 - - -
Benefits paid from the plan assets &+ & & B 135 (1.878) - - -
At 31 December +ZA=+—R&H 95,085 - - -
The costs of post-retirement benefits are recognised under wages, salaries BAEBMERAEHIALER - HLRE
and benefits in the income statements as follows: MNERP  YERAFEFERPR
B .
Group Company
5= AT
2010 2009 2010 2009
—2-2F ZETAE —E-ZF —ETNE
RMB’000 RMB'000 RMB’000 RMB’000
ARETT AREFT ARETT AR¥ETF T
Current service cost EHREER 172,889 156,000 138,270 152,854
Interest cost MEER 211,412 169,318 169,884 149,684
Actuarial losses recognised BRAEEIRL 101,256 115,560 91,023 102,930
Estimated return on planned asset &8 ZEEHIE R (6,043) - - -
Total (Note 9) wasE(ft9) 479,514 ‘440,878 399,177 405,468
The principal actuarial assumptions at the balance sheet date are as REEARRAXZREKERRY
follows: T
Group and Company
EmEAT
2010 2009
—E-BF —EThE
Discount rate A= 4.25% 4.25%
Annual rate of increase of per capita XHEEBHHSFERBRR
benefit payment 3%-5% 3.00%
Employee turnover rate ERRAR 3%-3.25% 3.00%
Mortality rate T E 9.83% 9.07%
Medical inflation rate BRERE 5.00% 5.00%
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For the year ended 31 December 20100 B2 - E—FF+

37. 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 for its
employees at rates ranging from 7% to 15% (2009: 7% to 15%) of the
specified salary amounts of its PRC employees. At the same time, the
employees are required to contribute an amount equal 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 2010, the Group's‘contributions to the
housing funds amounted to RMB422 million (2009; RMB323 million)
(Note 9) which has been .charged to-the consolidated income statement.
The staff housing fund payable as at 31 December 2010 is RMB45 million
(2009: RMB20 million). 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

The Group also provides staff housing allowances in cash to eligible
employees. The total entitlement of an eligible employee is principally
vested over a period of 20 years. Upon an eligible employee’s resignation,
his or her entitlement would cease and any unpaid entitlement related
to past service up to the date of resignation would be paid. As at
31 December 2010, the present obligation of the provision for employee’s
staff housing allowances is RMB348 million (2009: RMB401 million).

For the year ended 31 December 2010, the staff housing benefit amounted
to RMB114 million (2009: RMB106 million) (Note 9) which has been
charged to the consolidated income statement.
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24

TATEMENTS

38. DERIVATIVE FINANCIAL INSTRUMENTS 38. &®TETA

Group and Company
EEERAT
Assets Liabilities
BE 8&
2010 2009° 2010 2009
—2-2F ~EEhE B2 ZEEAF
RMB’000 RMB'000 RMB’000 RMB'000
AREFT AR¥FT AR¥EFT ARKEFT
At 31 December +TZA=t+—R&t
Interest rate swaps (Note (a)) MEGRAH(FEE) 52,081 - 191,247 154,871
Forward foreign exchange SNERAA K (D)
contracts (Note (b)) -~ - 76,548 77,016
Crude oil option contracts (Note (c)) FUREAES () 18,970 3,490 48,612 897,744
Total ax 71,051 3,490 316,407 1,129,631
Less: current portion R TRENER D
— Interest rate swaps —METBREL - - (62,891) (67,728)
~ Forward foreign exchange —SNEEBA W
contracts - - (10,479) (40,814)
~ Crude oil option contracts —EihdiEa s (18,970) (3,490) (48,612) (897,744)
(18,970) (3,490) (121,982) (1,006,286)
Non-current portion FEMBYIERID 52,081 - 194,425 123,345
The maximum exposure to credit risk at the reporting date is the fair value of the ERERY  REEBROSSEBAELSS
derivative assets in the balance sheet. EABRANTAEENATEE -
Notes: FERE -
(a)  Interest rate swaps (6) FlEGH/EY

The Group uses interest rate swaps to reduce the risk of changes in market interest
rates (Note 3(a)(ii)). The Group’s interest rate swaps qualify for hedge accounting.
The interest rate swaps entered into by the Group are generally for swapping variable
rates, usually referenced to LIBOR, into fixed rates, and are accounted for as cash
flow hedges. Other interest rate swaps are accounted for as fair value hedges. As
at 31 December 2010, the notional amount of the outstanding interest rate swap
agreements was approximately US$668 million (2009: US$388 million). These
agreements will expire between 2011 and 2021.

Realised and unrealised gains and losses arising from the valuation of these interest
rate swaps have been dealt with in the income statements a5 follows:

AR BB BFIE TR AE IS F) R By E

BR(HIEE3()) - REMETHFIREHEA

HIRFE BB BRI - REABHE
H9:2 FEERLIBORIE IR E B FI E I B EEF
¥ BRESHBER  RAHBRALH
BEH - R-F—FF+=A=+—A %
REDKEHAL BN EBTNEESE
HIB668ERT (= BFNE : 3888257)
ERR T ——EF =T = — T -

FERCERRAERATETRAHERER
BVIREE B AR EERBPIRRFIBEMT

Group
=m
2010 2009
—g—gF —EEAF
RMB'000 RMB’'000
ARMFIT AREFT
Realised losses (recorded in finance costs) ERRIBX (HASHES) (105,043) (77,047)
Unrealised mark to market gains/(losses) RERH S (18%)
— cash flow hedges (recognised in equity) —~RETEH (GIABRZAH) 8,103 56,112
~ fair value hedges (recognised in gain on —RABEES (GFAXALBE
fair value movements of financial derivatives) 2Epgs) 7,602 (27,530
(89,338) (48,465)
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NOTES TO THE FINANCIAL STATEMENTS
SBMEHE

(Prepared in accordance with International Financial Reporting Standards) (IZEEBRE FE R & EEMGEL)
For the year ended 31 December 2010 BE —F—FF+_-_A=+—HIFFE

38. DERIVATIVE FINANCIAL INSTRUMENTS (continued) 38. ERWMOTETA)

Notes: (continued) 3iE
(b)  Forward foreign exchange contracts (b) SMNEREIAH
The Group uses forward foreign exchange contracts to reduce the risk of changes AREEBBIMNE BREE YR IF BB EHES
in currency exchange rates in respect of ticket sales and expenses denominated in A R 7 LA SN 55 1 8ty B FE 15 RE A BE 2 3%
foreign currencies (Note 3(a)(i)). The Group’s forward foreign exchange contracts BEER (HI7E3(a)i)) o KEEBBFTHIMNER
for selling Japanese Yen and purchasing U.S. dollars at fixed exchange rates are BERNNEEHEHAEFGHE - BPAH
accounted for as cash flow hedges. Other forward foreign exchange contracts are DEHRUBEERFHEATHEART -
accounted for as fair value hedges. As at 31 December 2010, the notional amount of BRESREEN HUSHRBRALNEE
the outstanding currency forward contracts was approximately (S$48 million (2009: B —B—BFS_A=-—8 - B#HEH
US$82 million), which will expire between 2011 and 2017. AR BHINEEL S I B EDEHNHB048
BEXT(ZFEBAF : 0828F7T) « LHR
SE—EE-F—FHEE -
Realised and unrealised gains and losses arising from the valuation of these contracts AERERERABRINERGE HERK
have been dealt with in the income statements as follows: IR R AR NBER B TRFBRET -
Group
=
2010 2009
—E-FF ZELAF
RMB'000 RMB'000
) AREFT AREFT
Realised {losses)/gains (recorded in finance income) BEB(182) W% GIABIBKA) (42,233) 45,983
Unrealised mark to market gains/(losses) ARERYE (18X
— cash flow hedges (recognised in equity} ~RERERHGIABERR) (25,119) 3,272
— fair value hedges (recognised in gain on fair value — AR BEEH(GIARAR BEZY
movements of derivative financial instruments) E) 25,587 58,472
(41,765) 107,727

©

Crude oil option contracts

The Group enters into crude oil hedging contracts to reduce the risk of changes
in market oil/petroleum prices as a hedge against aircraft fuel costs. The crude
oil hedging contracts used by the Group are normally structured to include a
combination of both put and call options which allow the Group to lock in fuel prices
for specified volumes within a price range. In each hedging contract, the call options
price at which the Group is effectively entitled to buy fuel will be higher than that at
which the counterparty is effectively entitled to sell.

None of the crude oil hedging contracts remained open at 31 December 2010
qualified for hedge accounting. The Group is required to account for the fair value
of the difference between the spot price of crude oil and the price at which the
counterparties are effectively entitled to sell in future periods as unrealised mark
to market gainsflosses and recognised these gains/losses in the income statements
immediately.

Realised and unrealised gains and losses arising from the valuation of these contracts
have been dealt with in the income statements.

@

FBHESH

SEEETISHE B E BB ERBNH
RAEIHE - KEEFET TETRAES
# o REBMETHRHHREHNHTRERE
BIEETERGERERHE UGk —FE
R LBHIEEMBAIBSHEE—TER -
EF—HRUBESHF  FREEERY
BT ERBAGHOBBERXGHFERE
FI ERRIE

BE-F-—FF+-AA=1+—0 #%&H
PRy R R S0 R A N T EER
BT - ZEBT R BEREREARSEY
FRAFBELEBZEHAA BEYERIE
BABRAEN R RKERSAECHFE
*o

HEEMEEEESE ERMAR RO
FHRRFIAFEE -

Group
E-1.
2010 2009
—E-FF ZETAF
RMB’000 RMB‘000
ARKETFIT ARETT
Realised losses BERIF. (82,420) (1,558,858)
Unrealised mark to market gains REBIKZE 882,615 5,302,604
800,195 3,743,746

The fair value of crude oil option contracts is determined by reference to mark-to-
market values provided by counterparties applying appropriate option valuation
model (i.e. mean regression model using the Monte Carlo Simulation Process). Key
parameters used in the valuation models include volatility, credit spread, long run
mean and mean reverting ratio at date of valuation.
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NOTES TO THE FINANCIAL

g E e

(Prepared in accordance with International Financial Reporting Standards) ($#ZEIBRE 7% iR ERAIGER)

For the year ended 31 December 2010 BE_F—PF+_A=+—HIFFE

39. FINANCIAL INSTRUMENTS BY CATEGORY

39. ETARER)

(@) Group @) &M@
Assets at fair
value through Derivatives
Loans and the profit used for Available
receivables and loss hedging -for-sale Total
BAREE
stRE
BRE  HBEHA  BEEEY AHHE
BRzE #BRmEE fT£I R EREE . @t
Assets as per balance sheet RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
BERBRANEE ARBTT  ARBTFT ARMTRZ ARMTT ARETZ
Balance 31 December 2010 It S 223
' +=A=+-A
Available-for-sale financial assets AT #tH &S REE - - - 242,005 242,005
Derivative financial instruments ~ $TAETA - - 71,051 - 71,051
Trade receivables RERR 2,127,446 - - - 2,127,446
Prepayments, deposits and BAR - TR
other receivables excluding W - TR
prepayments BENEA 4,442,730 - - - 4,442,730
Cash and cash equivalents BERELSEY 3,078,228 - - - 3,078,228
Total @it 9,648,404 - 71,051 242,005 9,961,460
Liabilities at Other
fair value financial
through  Derivatives  liabilities at
Loans and the profit used for amortised
receivables and loss hedging cost Total
HAREE
sBRE Hitem
Bk HBBIA  BEEEY AR
EBWsE  BHENEE fi£TR e @t
Liabilities as per balance sheet RMB'000 RMB’000 RMB’000 RMB'000 RMB’000
HERBRBNAR ARBTT AREFT ARMFT AREFT AREFI
Balance 31 December 2010 . —ZT—&4
+=A=+—-B
Borrowings BR 38,565,657 - - - 38,565,657
Obligations under finance leases BMERERE 19,208,333 - - - 19,208,333
Derivative financial instruments  $74 T & - - 316,407 - 316,407
Trade payables and notes payable FEfERSUR FENTZ=i% 4,275,443 - - - 4,275,443
Other payables and accrued E bR R ‘
expenses RRER 14,536,168 - - ~ 14,536,168
Total ot 76,585,601 - 316,407 - 76,902,008
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B SRR AR
(Prepared in accordance with International Financial Reporting Standards) (#cBIBRE1 73R & EAIMERL)
For the year ended 31 December 2010 & —F—FF+_A=1—HIFFE
39. FINANCIAL INSTRUMENTS BY CATEGORY (continued) 39. @@TRURER) (&)
(a) Group (continued) (a) SEM(H)
‘ Assets at fair
value through Derivatives
Loans and the profit used for Available
receivables and loss hedging for-sale Total
AR BE
&R
fERk  EHEFHA  REESH AHE
MHE  ERNEE fTETA EREE st
Assets as per balance sheet RMB'000 RMB'000 RMB000 RMB000 RMB'000
RERARANEE ARETT AREFIL ARETT @ AREBTZ ARETT
Balance 31 December 2009 ZEThEF :
+=A=t+-H
Available-for-sale financial assets At HESRIEE - - - 57,269 57,269
Derivative financial instruments ~ $T4AE TR - - 3,490 - 3,490
: Trade receivables FEURERIR 1,370,871 - T - - 1,370,871
t Prepayments, deposits and BN ERRAM
other receivables excluding UK . T
prepayments SARE 1,993,096 - - - 1,993,096
Cash and cash equivalents RERBLEEY 1,735,248 - ~ - 1,735,248
Total ey 5,099,215 - 3,490 57,269 5,159,974
Liabilities at Other
fair value financial
through Derivatives liabilities at
Loans and the profit used for amortised
receivables and foss hedging cost Total
WARAREE
FrEHE Hitoa
Rk  HEFHA  RAEESH BER
: EHEUE BENAR FIETA HERR A st
Liabilities as per balance sheet RMB000 RMB'000 RMB'000 RMB'000 RMB000
BEEFERANAR ARBTT AREFT ARETT ARETT ARETT
Balance 31 December 2009 ZETNE
+=ZR=+—8
Borrowings [EE- 25,334,949 - - - 25,334,949
Obligations under finance leases BEBERE 19,370,235 - - - 19,370,235
Derivative financial instruments ~ $T4£T A - - 1,129,631 - 1,129,631
Trade payables and notes payable FEfTRRF R BETSRE 6,480,459 - - - 6,480,459
Other payables and accrued HAb AR
expenses : RIREH 11,517,204 - - - 11,517,204
Total st 62,702,847 - 1,129,631 - 63,832,478
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NOTES TO THE FINANCIAL STA TEMENTS
05 Rk B |

(Prepared in accordance with International Fmanc:a/ Reporting Standards) (#&BIBEE1 #R & 2E iR % )

For the year ended 31 December 2010 gf —FET-A=+—HUFEE
39. FINANCIAL INSTRUMENTS BY CATEGORY (continued) 39. SWMTAGRER) (H)
(b) Company (b) AR
Assets at fair
value through Derivatives
Loans and the profit used for Available
receivables and loss hedging -for-sale Total
HAREE
STRER
BRR HEHHA  REEEH &
BYEE BRNEE &I/ SREE act
Assets as per balance sheet RMB000 RMB'000 RMB’000 RMB'000 RMB’000
BEESARANHEE ARBFL  ARETLT AREFRT AREFT ARETRT
Balance 31 December 2010 ZT-FF
+=A=+-8
Available-for-sale financial assets AT K& S RhEE ‘ - - - 223,729 223,729
Derivative financial instruments  $T4&T A - - 71,051 - 71,051
Trade receivables FEURBE SR 2,545,900 - - - 2,545,900
Prepayments, deposits and BRR - BRREM
other receivables excluding W TRIE
prepayments Si-ANE 5,212,915 - - - 5,212,915
Cash and cash equivalents R RBEZEY 851,283 - - - 851,283
Total 5 8,610,098 - 71,051 223,729 8,904,878
Liabilities at Other
fair value financial
through  Derivatives liabilities at
Loans and the profit used for amortised
receivables and loss hedging cost Total
BAAREE
itRE Hitd @
BRR  HE®HHA  AEESH RER
EBiE BuNAfK fTETR BegEx &
Liabilities as per balance sheet RMB'000 RMB’000 RMB’000 RMB'000 RMB'000
HERERBNER ARBMTL AREFT ARMTT ARSFT ARETFI
Balance 31 December 2010 —E-TF
+=A=+-18
Borrowings B 30,589,115 - - - 30,589,115
Obligations under finance leases - WERE AR 15,877,872 - - - 15,877,872
Derivative financial instruments ~ $T4£T A - - 316,407 - 316,407
Trade payables and notes payable FE{ BRI AEft 223k 4,701,951 - - - 4,701,951
Other payables and accrued EAbERRE
expenses ERER 10,442,355 - - - 10,442,355
Total st 61,611,293 - 316,407 - 61,927,700
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(Prepared in accordance with International Financial Reporting Standards) (1RBIRE % IREEREE))
For the year ended 31 December 2010 #F —E—FF+ _F=1+—H I FEF

po
(-
i

39. FINANCIAL INSTRUMENTS BY CATEGORY (Continued), o 39. &RMITAGRER) (#)
(b) Company (continued) (b) AR(EA)
Assets at fair
value through Derivatives
Loans and the profit used for Available
receivables and loss hedging ~for-sale Total
AR A EE
iEH
Bk  HEBHA  ABEESS Bt
EWHE  HRNEE PETA EREE st
Assets as per balance sheet RMB000 RMB'000 RMB000 RMB000 RMB'000
AERERANEE AREBTT AREFT AREFT ARMFT ARETFT
Balance 31 December 2009 —ZTNE
+t=A=+-8
Available-for-sale financial assets PIEtHESREE - - - 45,520 45,520
Derivative financial instruments-  $T4T & - - 3,490 - 3,490
Trade receivables FEUBR R 1,617,660 - - - 1,617,660
Prepayments, deposits and B FRERAM
other receivables excluding R - TRiE
prepayments R 2,989,729 - - - 2,989,729
Cash and cash equivalents Re kRS SEY 1,118,230 - - - 1,118,230
Total @it 5,725,619 - 3,490 45,520 5,774,629
Liabilities at Other
fair value financial
through Derivatives liabilities at
Loans and the profit used for amortised
receivables and loss hedging cost Total
ManfEE
2R Hiv g
Bk HEHHA  BEESR BfER
fEWFIE  BEMAR fIETA BB s
Liabilities as per balance sheet RMB'000 RMB'000 RMB'000 RMB000 RMB'000
BEAERBNARE AREBFT AREFT ARMFT AREFT ARETT
Balance 31 December 2009 —EENF
+=R=t-H
Borrowings B% 21,121,713 - - - nan7n3
Obligations under finance leases BEHREAE 17,303,224 - - - 17,303,224
Derivative financial instruments  $TAT R - - 1,129,631 - 1,129,631
Trade payables and notes payable FEfTERFARIER 6,293,548 - - - 6,293,548
Other payables and accrued HiprefRRRk
expenses BREH 9,875,704 - - - 9,875,704
Total @5t 54,594,189 - 1,129,631 - 55,723,820

202 China Eastern Airlines Corporation Limited | Annual Report 2010



NOTES TO THE FINANCIAL STATEMENTS
B F R R MY et |

(Prepared in accordance with International Financial Reporting Standards) (. BB RY F IR £ R R )

For the year ended 31 December 2010 B E — E—FF+ - =+— A EF

40. SHARE CAPITAL 40. B&
Group and Company
EEEAR
2010 2009
—E-FF —EEhE
RMB’000 RMB'000
ARBEFT AREFT
Registered, issued and fully paid of RMB1.00 each i - BEBITREBESER
AR®1.007T
A share listed on the Shanghai Stock Exchange ELBBHT S EHRAR
("A Shares”) (Fam]) 7,782,214 6,087,375
— Tradable shares held by CEA Holding with trading ~HERREESENERS
moratorium ) PfrmmaR 4,831,375 4,831,375
~ Tradable shares held by other investors with —HRAERENERE
trading moratorium (Note) et RBRGEE) 288,889 860,000
— Tradable shares without trading moratorium —EREFERBRGEE)
(Note) . 2,661,950 396,000
H shares listed on the Stock Exchange of Hong Kong ~ EBEBEH X 5F LT HIHER
Limited ("H shares”) (THEg D 3,494,325 3,494,325
— Tradable shares held by CES Global Holding ~ RABEFER(BE)ERAT
{Hong Kong) Limited with trading moratorium HENARERETER 1,437,375 1,437,375
— Tradable shares without trading moratorium —EBREEERBE 2,056,950 2,056,950
11,276,539 9,581,700

Pursuant to articles 49 and 50 of the Company's Articles of Association, both the
listed A shares and the listed H shares are all registered ordinary shares and carry
equal rights.

Note:

On 28 January 2010, as approved by the Company’s shareholders meeting and China
Securities Regulatory Commission (“CSRC"), the Company issued 1,694,838,860 A Shares
of the Company to the shareholders of Shanghai Airlines in exchange for all the existing issued
shares of Shanghai Airlines. Of the total 1,694,838,860 shares issued, 288,889,000 shares
were issued to an investor with lock up period of 29 months from 25 January 2010. The fair
value of the A Shares issued amounted to approximately RMBS. 1 billion, of which RMB1.7
billion is recorded as share capital and the remaining RMB7.4 billion is recorded as share
premium (Note 44).

BEAAROARNSRED+FART 4
SRIETIB - ABUARHIS B E R
EEHERASHF -

i

RELRIRRAERFEREEHHRE - KRR
ZFE—RFE— =+ NEHB771,694,838,86088A8%

RSB ER G B RITHZ G - EETH
1,694,838 860AR AR - 288,889,000M8 BB 4% * IR
ERBE010F1F250E29@A « ZARBITHAR
BENDABEHBARENET - HPAREL7
ETTEI AR + AREIMETH ALE B (BT 5F44)
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(Prepared in accordance with International Flnanaa/ Reporting Standards) ( fiﬁ%ﬁxfﬁﬁiﬁﬁljﬁﬁz’)

For the year ended 31 December 2010 #Z. f, F+-—A=+—RAIFFE
41. RESERVES ‘ a 41. fRE
Group
£8
Share Capital - Hedging
premium reserve . reserve Other Accumulated
(Note40)  (Note (b))  (Note 38) reserves losses Total
BAHE BAfiE  ENEE
(itB40) (b)) (:1%£38) HitsGie RiHER a5t

RMB000  RMB'000  RMB'000  RMB'000  RMBOO0  RMB'000
ABBTT ARBTIX ARETT ABEFT ARETT ARETR

At 1 January 2009 —ETHAE-A—-BE&#R 1,006,455 {720,057} (195,390} 26903  (18,082,262)  (17,964,351)
Unrealised gain on cashflow hedges (Note 38) RS EMtA TR
- (EHE38) - = © 59,384 - - 59,384
Realised gain on cashflow hedges (Note 38) RS EHHEREK%
' (iFE38) - - (1.470) - - (1.470)
Capital reserve attributed by shareholders of ~ BYBATRRZHMN
an associate ARG - - - 49,692 - 49,692
Fair value movements of available for sale BhESNR M A
investments held by associates HERENDABEZS - - - (585) - (585)
{ssuance of new shares (Note 40) BITHIRGHEW) 9,341,417 - - - - 9341417
Profit attributable to owners of the parent AAANEERE AEE{E%IJE - - - - 168,766 168,766
At 31 December 2009 ' ZETAFT-A=t+-H
F5373 10,347,872 (720,057) (137,476) 76,010 (17913496}  (8,347,147)
At 1 January 2010 “T-TE—A—A&H 10,347,872 (720,057) (137,476) 76,010 (17,913.496) (8,347,147)
Unrealised gain on cashflow hedges (Vote 38) RS EBHAEREE
(37838) - - (17,016) - - {17,016)
Fair value movements of available for sale JREERBOARBES
investments )] - - - (534) - (534)
Fair value movements of available for sale B SATIFSMET
investments held by associates HERENRABESY - - - 1,543 - 1,543
Issuance of new shares for the acquisition of U8 SRR PTEEI THRAR
Shanghai Airlines (Note 40) (iF#40) 7,399,913 - ~ - - 7,399,913
Profit attributable to owners of the parent RATHERBEERETE - - - - 4,957,989 4,957,989
At 31 December 2010 “ZE-EF+-A=1+-R
fe3A3 17,747,185 (720,057) (154,492) 77,019 (12,955507) 3,994,748
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For the year ended 31 December 2010 Bt — E—BF = H=+—H L FfF

I

STATEMENTS

_;209'

41. RESERVES (continued) 4. RFEE
Company
ad
“Share Capital Hedging
premium reserve reserve  Acaumulated
(Note 40) (Note (b)) {Note 38) losses Total
BRARE AX ENHE
(E840) (ZE®b)  (FF38) R BB &3t
RMB’000 RMB000 RMB’000 RMB'000 RMB'000
ARBTR ARETT AREFT ARMTT AR®Fx
At 1 January 2009 “TTAF-A—A%H 1,006,455 {720,057) (195,390) (16,350,135 (16,259,127)
Unrealised gain on cashflow R EMNAR TR

hedges (Note 38) (3t7E38) - - 59,384 = 59,384
Realised gain on cashflow REERNEERMKES

hedges (Note 38) (iF#838) - - (1,470) - {1,470)
Issuance of new shares (Note 40) BATHIR (FE#E40) 9,341,417 - - - 9,341,417
Profit for the year FERA - - - 1,074,027 1,074,027
At 31 December 2009 —ETHhEF

+ZA=+—R&H 10,347,872 (720,057) (137,476) (15,276,108) (5,785,769)
At 1 January 2010 ZT-TE—-F—-A&% 10,347,872 (720,057) (137,476)  (15,276,108) (5,785,769}
Unrealised gain on cashflow REEMNAERBE

hedges (Note 38) (£F#838) - - {17,016) - (17,016)
Issuance of new shares for the g EABRIAFY

acquisition of Shanghai Airlines BITHR(GEE40)

(Note 40) 7,399,913 - - - 7,399,913
Profit for the year FEMME - - - 4,422,353 4,422,353
At 31 December 2010 ZB-TF

FTZA=+—B&H 17,747,785 (720,057) (154,492)  (10,853,755) 6,019,481
Notes: AtFE
(a)  Statutory and Discretionary Reserves (@) EEREFELES

(b)

Pursuant to the PRC regulations and the 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 Regulations, 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
was made for the year ended 31 December 2010 (2009: nil).

Capital reserve

Capital reserve represents the difference between the fair value of the net assets
injected and the nominal amount of the Company's share capital issued in respect
of a group restructuring carried out in June 1996 for the purpose of the Company's
listing.

)

BREPEEHREREATHAREE XK
RARBIRDERE S BRI B ERE
AFEHEN0% AL ERATES  EEZARE
DEPIAEREMBEREI0% < ZEAES
AIHRBIEBUBIEERIE - TIRBERR
L OVBATHTAR T AR R 12 IR IR 5 B i AR
REYEE - (BB E BT A LM
KEG25% o

ARAAEFERE LR EERE
AFIBRISHRAEBERBL - ZIBBRERS
BRERA SRR -

ERARBE-F—FF+=A=+—Hi
FREBFETHFIGR(—FEFAE &) -
B

FEER—ANNENFER EFTERTE

MR BT B AR RFEER A A%
BEBELRGRE -
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(Prepared in accordance with International Flnanc:al Repon‘lng Standards) (#ZEIBREI 73R & ERIME %)

For the year ended 31 December 2010 #E — &

ZA=t—HUFE

42. NON-CURRENT ASSETS HELD FOR SALE

43,

In December 2010, the Group management passed a resolution to dispose certain
aircraft and related engines in the forthcoming 12 months in consideration of
the low operation efﬁc"lency and high maintenance costs of these aircraft. The
proposed disposal is part of the Group’s fleet portfolio streamlining exercise.
Subsequent to 2010 year end, the Group has taken active steps to seek potential
buyers and obtain buyers’ quotes. The aircraft and engines with an aggregate
carrying of RMB412 million (after the impairment loss charge) has been dassified
as non-current assets held for sale at 31 December 2010. An impairment loss
charge of approximately RMB239 million was made against these aircraft and
engines by reference to the estimated market values which approximate to the
price quotes provided by the potential buyers (Note 10). The non-current assets
held for sale as at 31 December 2009 has been disposed during the year ended
31 December 2010.

NOTE TO CONSOLIDATED CASH FLOW STATEMENT

(a) Cash generated from operations

42. REGEHERBEE

43.

R-OE-—ZTE+-7 SEEEESHR
% AERENBARNLEETRERE - £
BERSHETRSARDK - ZEBERAKE
BB E B T — 35 - RTT—
TERE - ARED RS - @T%
EMER  ABREEROEE - R-F—

ZE+-_R=+—8 - ﬁk,ﬁtfﬁéﬁféfﬁm
FEAAREILELN EMRE R T e

DEHAREHRERDEE - REFEHT
SEEEEEERNBERL) - AEEY
LR RS RBEEEARE239
BL(EE10) e REFFAF+H=_R=+—
AREFEIRDHEECR T —SFE
BE -

RERBRMET

(a) RETHELNASRE

2010 2009
—E-Ff —TThE
RMB'000 RMB'000
AR¥TT ARETT
Profit before income tax BiAIF S 5,417,812 249,205
Adjustments for: FBEIFA
Depreciation of property, plant and equipment WhEE - MBS RRERER
and intangible assets BEWE 6,726,651 5,177,149
Loss on disposals of property, plant W - MEERRIED
and equipment REBK 15,893 -
Loss on disposals of investment in associates BREBEATAEE 1,013 -
Gain on disposals of investment in subsidiaries EEWB AR (45,147) -
Share of results of associates b tot NG E 37+ (39,228) 46,602
Share of results of jointly controlled entities BIEaEamER (28,154) (23,803)
Amortisation of lease prepayments FAH R E RS 31,186 25,686
Net foreign exchange gains TREE 3 s (1,074,796) {95,379)
Amortisation of deferred revenue RIS ZSHE £ - ' 8,138
Gain arising from fair value movements of SRITETANRAAR
derivative financial instruments olloe (915,804) (5,333,546)
Consumgtion of flight equipment spare parts RERET 2T 601,407 351,151
impairment provision trade and other receivables v FERR R R R O E S 1,545 8,807
Provision for post-retirement benefits SRR BB TR 479,514 440,878
Provision for return condition checks for FERHHRERERA
aircraft under operating leases RIEEE 586,364 588,745
Impairment loss BERERXKX 405,391 109,417
Interest income FBWA (80,588) {109,925)
Interest expenses MEER 1,501,900 1,754,640
Operating profit before working capital changes BEEARSBAFEETE 13,584,959 3,197,765
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. For the year ended 31 December 2010 B — B — B4+~ F =+—H I EfF :

43. NOTE TO CONSOLIDATED CASH FLOW STATEMENT (continued) 43. RERBRME(E)

(a) Cash generated from operations (continued) . (a) BEETHELENRESRB(EA)
2010 2009
—EB-FF ZEThF
RMB'000 RMB000
AR¥FX ARETFT
Changes in working capital BEEASH
Flight equipment spare parts R ETG - (776,736) (465,626)
Trade receivables FEMARTR (202,667) (210,188)
Prepayments, deposits and other receivables AN - FREEMREYGR " 337,365 540,134
Sales in advance of carriage FEEZE 846,502 406,305
' Trade payables and notes payables BNRARENER (3.418,055) 1,021,365
Other payables and accrued expenses HibpEARREIRER 292,530 (481,798)
Other long-term liabilities HitRHABE 569,577 (160,859)
Provision for return condition checks for aircraft EMAEREER
! under operating leases RIS EE (305,550) (275,008)
Staff housing allowances BT R (166,871) (90,514)
Post-retirement benefit obligations RIS (131,581) (106,530)
Operating lease deposits REMBEETS 110,366 132,644
(2,845,120) 309,925
Cash generated from operations KEEHESNES RS 10,739,839 3,507,690
(b) Non-cash transactions (b) *¥B2XH
2010 2009
—E—-FF ZETNF
RMB'000 RMB000
ARKFir ABR®FIT
Financing activities not affecting cash: FREGRMETED
Issuances of new shares for acquisition of APt MRS TS R EA%
Shanghai Airlines (Note 44)  (BisEaq) 9,118,433 -
Finance lease obligations incurred for UREEE X EERG
acquisition of aircraft 1,455,152 -
10,573,585 .
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(Prepared in accordance with International Financial Reporting Standards) (FZEIBEE] HiRE 2R G %)
For the year ended 31 December 2010 i E = E—FE+ - A =+—HIF FE

44. BUSINESS COMBINATIONS

On 10-July 2009, the Company entered into an absorption agreement (the
“Absorption Agreement”) with Shanghai Airlines in relation to a proposed
acquisition of Shanghai Airlines (the “Acquisition”). Pursuant to the Absorption
Agreement, the Company would issue 1,694,838,860 A Shares of the Company
to the shareholders of Shanghai Aitlines in exchange for all the existing issued
shares of Shanghai Airlines. The Acquisition was completed on 28 January 2010
(the “Acquisition Date"), on which Shanghai Airlines was delisted and became

a wholly owned subsidiary of the Company thereafter.

Based on the 1,694,838,860 A shares issued for the Acquisition, the acquisition
price is RMBI, 118 million, which is determined based on the quoted market price
of the Company's shares issued as of the date closest to the Acquisition Date with

adjustments to reflect restrictions specific to certain shares issued.

The resulting goodwill is determined to be RMB11,270 million and is attributable
to strengthening the competitiveness of the Company, attaining synergy
through integration of the resources and promoting the evolution of Shanghai

international air transportation centre.

Details of the purchase consideration, the net liabilities assumed and goodwilt are

4. ESH

RZFZAF+A+H  AATELRBH
BTSRRI WA O ik (T B W& Bt 1) A
ot LR (TRIKEHE]) - REBRKAS
W - AN A EHE B 17 1,694,838,860 iR A A% A%
EURE EMRG S BEBITAA - EiRR
WEHER-E-FTF—A-+tNBUEE
BD%ERK - Bt ERBRHEARAAZEE
MBAT -

BEXRATAREIARRKAEHFEITH
1,694,838,860ARARRARSE + AN XIRUR S BF S8 ¥t
BERAARKENIBET - KR SHBEIIUER
BETCRERERANBEAZRSBEHNAR
TISRE  HETEREEGOTBRE
THRBEETE -

EEREBAREINIOET  ZERTE
RRAMBRAATNEES  BBARBA
BR BRI RIRE LERBAES L
3 - ’

TR AHREHEE  RENFEE

determined as follows: MEBEELT -
RMB’000
ARETFT
Purchase consideration — fair value of share issued EHEE - BIRENAAEE 9,118,433
Add: fair value of net liabilities assumed o AERNFRENAAERE 2,151,262
Goodwill (Note 18) PR (H1E18) 11,269,695
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For the year ended 31 December 2010 B E =&

44. BUSINESS COMBINATIONS (continued)

—BEF A=+ —AILFE

The fair value of identifiable assets and liabilities (the "Acquired Assets and
Liabilities") of Shanghai Airlines as at the Acquisition Date were estimated
by the Board by reference to a valuation conducted by an independent valuer.
The carrying amount and fair value of the Acquired Assets and Liabilities at the

Acquisition Date are as follows:

44,

RS (H)

213

REER EMBRHITHREERBBNAA
BETYUBNEERRBE ) BEESRES
VRHEBENTHERET - KENEER
AEREERMRAEER AR BEBRS

REAE ¢

Carrying Amount Fair Value
REEE AREAE
RMB’000 RMB’000
AR¥FrT AR¥FiT
Assets BE
Non-current assets HREEE
Intangible assets (Note 18) mACEE(KFE18) 21,403 21,403
Property, plant and equipment (Note 19) Y% - WERRRHE(HE19) 10,050,475 8,324,946
Lease prepayments (Note 20) R HEER (A aE20) 115,753 466,507
Advances payments on acquisition of FREETENT R (BTaE21)

aircraft (Note 21) 1,072,366 1,072,366
Investment in an associates (Note 23) RENBLRB(HF23) 59,714 59,714
Investment in jointly controlled entities RERGE DRI (HF24)

(Note 24) 19,184 19,184
Available-for-sale financial assets AENESREE 181,780 181,780
Other long term assets HEahREEE 721,416 721,416
Deferred tax assets RIEFEHRHEE 510 510

12,242,601 10,867,826

Current assets REEE
Flight equipment spare parts RERETH 333,043 333,043
Trade receivables FEMLRR R 698,362 698,362
Prepayments, deposits and other receivables AR - FRRH AR 1,427,436 1,427,436
Cash and cash equivalents ReERkBREEEY 1,167,565 1,167,565
3,626,406 3,626,406
Total assets WEE 15,869,007 14,494,232
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44. BUSINESS COMBINATIONS (continued) 44, EEEHHH)

Carryiﬁg Amount Fair Value
IEEEE AREE
RMB’000 RMB'000
ARETT AREFT
Liabilities =1
Current liabilities REBEE
Sales in advance of carriage HEEXK (311,170 (311,170)
Trade payables and notes-payable T RRR R RN = (1,383,575) (1,383,575)
Other payables and accrued expenses HiENRERRER (2,503,812) (2,503,812)
Current portion of obligations under MEREEENRSHS
finance leases . (73,691) (73,691)
Current portion of borrowings ERE BN (5,711,604) (5,711,604)
Income tax payable - BEN®E (16,433) (16,433)
Current portion of provision for return condition ST RN S R BhR
checks for aircraft under-operating leases RISEBHREIH (46,378) (46,378)
Derivative liabilities . PTERE (18,004) (18,004)
(10,064,667) (10,064,667)
Non-current liabilities kRBASE
Obligations under finance leases BEHEaE (1,010,646) (1,010,646)
Borrowings EBY (4,209,955) (4,209,955)
Provision for return condition checks for REHERE RS BRER
aircraft under operating leases RIE%ERE (639,556} (639,556)
Other long-term liabilities EihRHaE (248,218) (248,218)
Deferred tax liabilities BEFRESHEE (1,163) (1,163)
Post-retirement benefit obligations (Note 36) RIKEEREE (K 36) (417,369) (417,369)
(6,526,907) {6,526,907)
Total liabilities #HAR (1 6;591,574) (16,591,574)
Net liabilities FEE& (722,567) (2,097,342)
Non-controlling interests FEEHI M RE RS (53,920) (53,920)
Net liabilities assumed AENFAHE (776,487) (2,151,262)
During the year ended 31 December 2010, the revenue included in the RIB—BEE  JIBREBRANNERD
consolidated statement of comprehensive income that contributed by the MEABES EMRD KBNS ELRESE
major businesses acquired through Shanghai Airlines was approximately IR AGT AR 169.62185T © 1ESh - BTUkES
RMB16,962 million. The major businesses acquired also contributed net profit NEEEBREAFEERFMBARE11.91
of approximately RMB1,191 million, net cash inflow from aperating activities of BT - BERHELNBESRAHARSE
approximately RMB3,630 million and net cash outflows of RMB502 million during 3630 RERE Tl ARBES.0287T -
the year. :
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For the year ended 31 December 2010 i ~E—FF 1 = H=+—F | FF '

45. COMMITMENTS AT

(a) Capital commitments o (a) BN A
The Group-and the Company had the following capital commitments: FEARADTNEART HEENT
Group Company
EL : A7
2010 2009 2010 2009
—E-3F ZEThF =E-BF —ETHE
RMB’000 RMB'000 RMB’000 RMB’000

AREFT AR ARBFT ARETFT

Authorised and contracted for: 2 IRHERETHIA -
=~ Aircraft, engines and flight — TR - BEMER

equipment RATRAE 96,262,948 74,161,006 90,624,858 74,161,006
— Other property, plant and - —EH A -
equipment W R 844,855 544,490 458,000 544,490
97,107,803 74,705,496 91,082,858 74,705,496
Authorised but not contracted for: 2 fEABIBRET#I4) -
= Other property, plant and —H Az -
equipment BER R R 3,282,093 3,856,033 2,629,793 3,737,320
— Investment ~i8& - : - 1,045,500 2,700,700
3,282,093 ’ 3,856,033 3,675,293 6,438,020
100,389,896 78,561,529 94,758,151 81,143,516
Contracted expenditures for the above aircraft, engines and flight VA L7RME - BB RRITREGBEMNE
equipment, including deposits prior to delivery, subject to future inflation RIREMAETRSS Y - BEETa ‘
increases built into the contracts and any discounts available upon delivery . B HIHFTET BB AR SRR M B AR RS
of the aircraft, if any, were expected to be paid as follows: s NmEs - AHESEIRM
. . : —F .
Group - : ) Company
#m |
2010 - 2009 2010 2009
—F-2F —RBHhE —B-BF —EEAF
RMB’000 RMB’000 RMB’000 RMB000
ARETFT  ARETT AR¥TE AREFIT
Within one year —FA 16,670,989 10,480,635 - 15,712,221 10,480,635
In the second year E-F 21,732,824 11,082,051 20,719,021 11,082,051
In the third year E=F 24,056,335 16,661,512 22,402,355 16,661,512
In the fourth year Eourfes 22,189,380 18,802,713 20,957,405 18,802,713
Over four years EBIBINE 11,613,420 17,134,095 10,833,856 17,134,095
96,262,948 74,161,006 90,624,858 74,161,006
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45. COMMITMENTS (continued) 45, FEEE(H)

(b) Operating lease commitments (b) EEMEHEEEE
As at the balance sheet date, the Group and the Company had
commitments under operating leases to pay future minimum lease rentals as
follows:

REERERD  ZEBRAQRHE
BUBEER N T REN R :

Group Company
= A
2010 2009 2010 2009
—E-2F ZTZNhF —E-BF ZTEhF
RMB‘000 RMB000 RMB'000 RMB000
AR®FT ARETFT AR%TFT AR¥FT
Aircraft, engines and flight ~ 7R# - SEB R RT
equipment R
Within one year —FR 3,814,179 2,404,916 1,900,096 2,134,163
In the second year BoF 3,427,740 1,901,941 1,692,370 1,828,203
In the third to fifth year inclusive EB=FZEFERF
(BEERMF) 8,520,237 4,468,013 4,011,890 4,370,015
After the fifth year AEBE 7,829,784 3,398,064 2,555,671 3,356,624
23,591,940 12,172,934 10,160,027 11,689,005
Land and buildings TibRiEF
Within one year —FR 216,771 153,453 19,582 30,592
in the second year B-F 187,636 124,160 14,754 13,024
In the third to fifth year inclusive FE=FEFEHF
(BIEERME) 460,368 335,059 30,884 25,890
After the fifth year A% 2,705,609 2,404,003 26,696 34,915
3,570,384 3,016,675 91,916 104,421
27,162,324 15,189,609 10,251,943 11,793,426
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For the year ended 31 December 2010 # &~ F—FF+ ==+

46. RELATED PARTY TRANSACTIONS

The Group is controlled by CEA Holding, which directly owns approximately
42.84% of the Company's shares as at 31 December 2010 (2009: approximately
50.42%). In addition, through CES Global Holding (Hong Kong) Limited, a wholly
owned subsidiary of CEA Holding, CEA Holding owns approximately 17.09% of
the Company’s shares as at 31 December 2010 (2009: approximately 20.12%).

—HiFE

217

6. BBEALRS

AREH

tEoh -

+=ZA=
DA42.84% 2 BRIE(ZEBNE - 50.42%) °

PERMEMLH - RoE-TE
+-8  EEREBE AR

BERMEHBBHEETATREM

BRER(FB) AR AR -E—TE+=

A=+—BEARART.00%HBHE( =T
NE 1 20.12%) »
(@) Nature of related parties that do not control or controlled (a) EHRFTRETMTZHZHNOEbER
by the Group: FEBREBAL :
Name of related party Relationship with the Group
TRBATERE RAEEBIR
Eastern Finance Controlled by the same parent company
SRR b i SYNSiE

Kunming Dongmei Aviation Travel Co., Ltd. {“Kunming Dongmei”)

EHRREMERBEARAT( RERE))
Dongmei Travel

RN

Xian Dongmei Aviation Travel Co., Ltd. (“Xian Dongmei”)
BARREMERBERAT(ERRE])
Eastern Import & Export

REgEHO

Wheels & Brakes

W=

Technologies Aerospace

BEFHR

Shanghai P&W

EEER

Shanghai Eastern Air Catering Co., Ltd. (“Shanghai Catering”)

EERTMERDERAAN( Lighia])

Xian Eastern Air Catering Investment Co., Ltd. (" Xian Catering”)

RARRTMERAARAA(EERMAR])

Yunnan Eastern Air Catering Investment Co., Ltd. {“Yunnan Catering”)

ZHRIMERGERATNE@mmE])

Qingdao Eastern Air Catering Investment Co., Ltd. ("Qingdao Catering”)

BEERITREARARAR(EBMAD

Wuxi Eastern Air Catering and Beverage Investment Co., Ltd.
("Wuxi Catering and Beverage”)

BRRGTMERSKERAT(REREHE))

Wuhan Eastern Air Catering Investment Co., Ltd. (*Wuhan Catering”)

HERTHERRERAF(RERR])

Ningbo Eastern Air Catering Investment Co., Ltd. (" Ningbo Catering”)

EERAIMERLERAT(EEME))

Jiangxi Eastern Air Catering Investment Co., Ltd. (*Jiangxi Catering”)

IRRTMERRERARCIERE])

Anhui Eastern Air Catering Investment Co., Ltd. (" Anhui Catering")

RERGTMEARERAT(RERAD)

Controlied by the same parent company
Y SN 2]

Associate of the company
ERRZEEAT

Controlled by the same parent company
3 S ot

Associate of the Company
ARBZEEAT

Jointly controlled entity of the Company
AREZEE AT

Jointly controlled entity of the Company
KRB ZEEDT

Associate of the Company
AREZHE AT

Controlled by the same parent company
RR—F AT

Controlled by the same parent company
RR—FAEER

Controlled by the same parent company
-3 SN 23

Controlled by the same parent company
-t SN |

Controlled by the same parent company

ZR—GABNEH
Controlled by the same parent company
RR—FATES
Controlled by the same parent company
RR—& 2T
Controlled by the same parent company
kR SN ]
Controlled by the same parent company
RR—FATNES
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46. RELATED PARTY TRANSACTIONS (continued) 46. ’ﬁ@gﬁ)\iﬁ% (#8)
(a) Nature of related parties that do not control or controlled (a) EFIRFREEES G H MR

by the Group: (continued) TEEERBEAL : (&)

Name of related party
ERBALERE

Relationship with the Group
RAEmBIE

Shanxi Eastern Air Catering Investment Co., Ltd. (“Shanxi Catering”‘)
RERSMERLSARAT(RERE))

Gansu Eastern Air Catering Investment Co., Ltd. (“Gansu Catering”)
HERIMERSERAA(HESE))

Qilu Eastern Air Catering Investment Co., Ltd. (“Qilu Catering”)
ERRIRERSERAT(BEEHE])

Heibei Eastern Air Catering Investment Co., Ltd. (“Hebei Catering”)
ARG RERGARAB(GTLAE]) )
Shanghai Meixin Eastern Air Catering Investment Co., Ltd. (“Mexin Catering”)
LEBRAFORDERATEMED])

Yantai Eastern Air Catering Investment Co., Ltd. (“Yantai Catering”)
BERTRERRKFRAF(EEHRE])

Wauxi Eastern Air Catering Investment Co., Ltd. {"Wuxi Catering")
BHERAIMERAERIT(ESHE))

Eastern Advertising

RinfEE

CEA Development Co. Ltd. (“CEA Development”)
EEESTMEREAT(RAEE])

Shanghai Eastern Aviation Equipment Manufacturing Corporation (“Eastern Aviation”)

FERGMEREREARARN(TRARERE])
Shanghai Hute Aviation Tech. Co. Ltd. (“Shanghai Hute")
LEERRERTERAR( LEER])

Shanghai Eastern International Aviation Travel Co., Ltd. (“Eastern Aviation Travel”)

LEERGMEERIREES AR T (RAEM ISR )
Eastern China Kaiya System Integration (“China Kaiya")
LERMERINGRAERBRAT((ERYE))

CEA Northwest Co., Ltd. {("CEA Northwest")
FERHREEEL AR RAEEA LS AT )

Controlled by the same parent company
RRA—G AR

Controlled by the same parent company
- SN ]

Controlled by the same parent company
RR—& R AHEH

Controlled by the same parent company
4G Rt SN

Controlled by the same parent company
RR—FREHRE

Controlled by the same parent company
FR—&AREH

Controlied by the same parent company
ZR—FRaHES

Associate of the Company

RORZHE AR

Controlled by the same parent company
RE—FRAHEF

Controlled by the same parent company
EA— S AT

Controfled by the same parent company
o R S YN A

Controlled by the same parent company
B e SN

Controlled by the same parent company
R —FRRHES

Controlled by the same parent company
R R—8 R A=
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46. RELATED PARTY TRANSACTIONS (continued) 46. AREALR S (H)

(b) Related party transactions by FEEALZS

Income/(expense or payments)

WA/ (BARXAEE)
Nature of transaction Related party 2010 2009
ZHE BREAL : —B-BF —EEhE
RMB’000 RMB'000

ARETT ARETT

With CEA Holding or companies
directly or indirectly held by

CEA Holding:

SRR EEN R E RS
HERMERHNAT

Interest income on deposits at an average  Eastern Finance 17,658 17,536
rate of 0.36% per annum R

(2009: 0.36% per annum)
BTRFIBHKA - FF157R0.36E
(ZZ22AF : FFHF=036E)

Interest expense on loans at average rate Eastern Finance (61,162) (41,063)
of 4.47% per annum RMBITE
(2009: 4.67% per annum) CEA Holding ) (3,229) (107,585)
ARSI - FH=47/8 PERMER

(ZEThE - FRZE467F)

Commission expense on air tickets sold Kunming Dongmei (12,532) (11,697)
on behalf of the Group, at rates ranging ~ EE.AZR 2
from 3% to 9% of the value Dongmei Travel (5,173) (3,996)
of tickets sold** ) RE M

BEHEMS - WERReEN Xian Dongmei (1,092) (884)
3%E9% FEREE

Handling charges of 0.1% to 2% for Eastern Import & Export (59,636) (48,489)

purchase of aircraft, flight equipment, RO
flight equipment spare parts, other
property, plant and equipment**

BERE - RITRE - RITRBSER
B RBEEERRG RIS
MFEE - BEERN0.1%E2%

Repairs and maintenance expense for Wheels & Brakes ‘ (53,949) (60,598)
aircraft and engines** BERRE .
RERRE RSN RIERIESER Technologies Aerospace (176,392) (137,273)
PHRFM
Shanghai P&W (831,013) -
EEER
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46. RELATED PARTY TRANSACTIONS (continued) 46. FEBEATXS(RK)

(b) Related party transactions (continued) (b) BEREALXE(R)

Income/(expense or payments)

WA (BRARXNEE)
Nature of transaction Related party 2010 2009
xRHE BREAT —E-BF —ETNE
RMB’000 RMB000
AR®FT ARETFT
Supply of food and beverages*® Shanghai Catering . (304,410) (238,772)
BRESMREERNER ESRR
Xian Catering (38,836) (37,834)
ARRE )
Yunnan Catering (42,206) (31,812)
EEMER
Qingdao Catering (25,408) (24,583)
FEHR
Wuxi Catering and Beverage (22,944) (15,249)
Wuhan Catering (12,235) (14,943)
RERMR
Ningbo Catering (13,673) (14,666)
ERME
Jiangxi Catering (13,172) (13,468)
AAEME
Anhui Catering (13,233) (11,624)
ZHRR
Shanxi Catering (13,140) (10,667)
BREEf R
Gansu Catering (13,355) (10,333)
HEME
Qilu Catering (6,155) (7,371)
EEME
Heibei Catering (6,829) (5,235)
pEBTA =N
Meixin Catering (4,192) (4,010)
RAEL
Yantai Catering (6,452) (229)
BEmE '
Wuxi Catering (8,247) (504)
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46. RELATED PARTY TRANSACTIONS (continued) 46. EEALXS(HK)

{b) Related party transactions (continued) (b) EREALZS(H)

Income/(expense or payments)

WA (BEARXAEE)

Nature of transaction Related party 2010 2009

BrE-1:3 FBEAL —Z2-85 ZEBALE

RMB’000 RMB'000
ARSTF T ARETFT
Disposal of investment in subsidiaries*** Shanghai Catering 24,064 -
HEBRE AT LigmE
Eastern Import & Export 57,753 -
RAEH N
Eastern Advertising 27,264 -
RS

Advertising expense** Eastern Advertising (20,209) (13,002)

BEEA RAVSE

Media royalty fee** Eastern Advertising 12,000 -

HESTHEE RS REH

Automobile maintenance fee** CEA Development (39,799) (32,301)

HEERE RREZE

Equipment maintenance fee** Shanghai Hute (39,958) -

BRRBEERBERKE LEEE

Eastern Aviation (2,974) (5,258)
AR RS

Land and building rentat CEA Holding (55,140) (55,140} -

VEHER PEIRAEE

¥ The Group’s pricing policies on products purchased from related o REEREEEINERNGE
parties are based on the mutually agreed prices between contract SETSERER RS HHE
parties. HEE -

**  The Group's pricing policies on services provided by and to related OAEERSERSIREMNEEN
parties are based on the mutually agreed prices between contract BERRETSEREAR LEES
parties. : ARG FERE ©

*** The Company’s pricing policies on transfer of equity are based on RSB S REEENERE
the valuation prices. REBFHEEARRETE -
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NOTES TO THE FINANCIAL STATEMENTS
IR ERRMIEE

(Prepared in accordance with International Financial Reporting Standards) (#ZEIBRE] R & E8G %))
For the year ended 31 December 2010 #E —FE—~FE+ - A=+—HIFFE

46. RELATED PARTY TRANSACTIONS (continued) 46, BREALRS(H)
() Balances with related companies () HBEEREAL&HE
(i) Amounts due from related companies () FEREEENAFE
Group Company
£m 2T
Nature Company 2010 2009 2010 2009
g1 TEER =235 —EThE —E-BF —EThE
RMB000 RMB’000 RMB'000 RMB’000
ARMFT AREFIT AREFT AREFT
Trade receivables Kunming Dongmei '
FEHER N BEHERE 12,879 13,177 12,879 13,177
Eastern Aviation Travel
RNEBRIREEEE 11,012 11,012 11,012 11,012
China Cargo
PER - - 1,480,721 759,427
Others
Hib 14,099 16,398 20,108 37,888
37,990 40,587 1,524,720 821,504
Prepayments, deposits  Eastern Import & Export
and other RAEHDO 63,138 52,016 60,555 51,909
receivables CEA Holding
AR - TR FERRER 43,282 - 43,282 -
H b el China Kaiya
EREE 18,605 4,613 18,605 4,239
China Cargo
REM - - 651,176 590,915
CEA Wuhan
RRMEE - - 820,302 679,888
New Shanghai Airlines
Ef - - 627,716 -
Others
Hih 27,706 4,768 164,484 53,128
152,731 61,397 2,386,120 1,380,079
All the amounts due from related companies are trade in nature, FERKEMEARRIE 25
interest free and payable within normal credit terms given to trade EZUHE THIARETRES
customers. . BF—ENESERE -
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NOTES TO THE FINANCIA :,,uA- M‘ENTS

B TS R R MY o

(Prepared in accordance with International Financial Reporting Standards) (. Eﬁ%@‘jﬁﬁftbﬁm]ﬁg)
ﬁ

For the year ended 31 December 2010 # %

—E—ES—F

46. RELATED PARTY TRANSACTIONS (continued)

()

Balances with related companies (continued)

(i) Amounts due to related companies

=+—Hik

46. EREALTXS (E)
(© BEEALHBEGE

(i) FEfIERER R AIRE

Group Company
E-4. AT
Nature Company 2010 2009 2010 2009
HH HEER —F-BF —BThE —F-BF —EThEF
RMB'000 RMB'000 RMB'000 RMB’000
AR¥TT ARETT AR¥TT AREFoT
Trade payables and Eastern Import & Export
notes payable RO 375,602 907,817 265,765 803,524
AR5 953 Shanghai Catering
R EERE 23,743 94,275 20,982 94,275
CEA Jiangsu
RALER - - 440,677 137,909
China Cargo
P ER - - 568,998 320
New Shanghai Airlines
Eillti - - 947,258 -
Others
Hitg 78,859 11,051 196,847 54,728
478,204 1,013,143 2,440,527 1,090,756
Other payables and CEA Holding
accrued expenses PERAER 69,864 122,257 69,864 122,257
HiEAR R CEA Northwest
RiREA RAEEEIL AR 8,000 8,000 8,000 8,000
' China Cargo
PEM - - 341,540 18,101
New Shanghai Airlines
;EM - ' - 192,463 -
Others
Hith 5,777 6,002 145,306 198,375
83,641 136,259 757,173 346,733

Except for the amounts due to CEA Holding, which are
reimbursement in nature, all other amounts due to related
companies are trade in nature. Except for the notes payable to
Eastern import & Export which are with discount rates approximately
3.81% per annum (2009: 1.74% to 2.70%) and repayable within
six months, all other amounts due to related companies are interest
free and payable within normal credit terms given by trade creditors.

AERNEMERRRE BT
ERPERAEBIEAREXK
S 2REHMUE - RIENER
ML AME RN AH381%(=
FEAE : 1.74%F2.70% ) 75 1E
AEMRES - AR ftEAE
Eﬁ%ﬁ’&ﬁ%’\ﬁéﬁ%ﬂ'ﬁé&&’l%
RESHEF —HNERZRY -
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’:NC)TES TO THE FINANCIAL STATEMENTS

IR MEE

(A
(AN
By

(Prepared in accordance with International Financial Reporting Standards) (JZEIBRE} R & ERIHE)

For the year ended 31 December 2010 #E —FE—FFE+ = f=+—HIFFE

46. RELATED PARTY TRANSACTIONS (continued)
(c) Balances with related companies (continued)

(i)~ Short-term deposits and borrowings with associates and CEA

46. HREALRS () /
() AREATLHE(R)

(i) HAERE R ERPEREREE

Holding BHIARITEIE S
Average interest rate Group Company
FiR= £ |
2010 2009 2010 2009 2010 2009
2-%TF C“TENF ZB-%F ZITTHhF ZB-8F CZTTHE
RMB'000 RMB'000 RMB’000 RMB000
ARBFL ARBTL ARMTZ ARBFT
Short-term deposits (includedin -~ EEIFER( BIEET
Prepayments, Deposits and HER - FRREM
Qther Receivables) R ) R 36 |
"Eastern Finance” 0.36% 0.36% 1,137,218 465,238 27,390 42,667
Short-term foans (included EHER(DIEERERA)
in Borrowings) “Eastern [RALEAE |
Finance" 4.26% 440% 1,286,227 595,110 1,286,227 575,110
Long-term loans (included B R(OREEZA)
in Borrowings) “Eastern f RhgE]
Finance” 5.00% 467% 295,000 230,000 200,000 -
Long-term loans (included in REBR(BEEGBZRA)
Borrowings) “CEA Holding” [HERAER] 5.18% 467% 32,000 162,000 - -

(d) Guarantees by holding company

As at 31 December 2010, bank loans of the Group and Company with
an aggregate amount of RMB575 million and RMB85 million respectively
(2009: RMB447 million and nil) were guaranteed by CEA Holding
(Note 32).

(e) Key management compensation

(d) ZRIBRMEHHER

R-F—RE+-A=+—80 " *%&£@
RARR) B ERAEERRORITE
ROMBARESTSEBTRARK.8S
BRL(ZBREAF : ARBLIETR
T () -

(e) BRERTHAEHS

2010 2009

—R-FF —ETAE
RMB'000 RMB000
ARETFT ARKEFT
Directors and supervisors (Note 9(a)) He - fE4l - WEARERN 2,081 1,374
Senior management SHRITHAER 3,422 1.350
5,503 2,724

47. ULTIMATE HOLDING COMPANY

The Directors regard CEA Holding, a state-owned enterprise established in the
PRC, as being the ultimate holding company.
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SUPPLEMENTARY FINANCIA

The following consolidated financial information is extracted from the consolidated
financial statements of the Group, prepared under the PRC Accounting Standards.

CONDENSED CONSOLIDATED INCOME STATEMENT

(Prepared in accordance with PRC Accounting Standards)

For the year ended 31 December 2010

BHPBEARBEREAREFES TR

WA G GERE -

(R A= b E
(BFERE S ERES)

BE-F—FEF-AS+—AILER

2010 2009
—B-BF ZETASE
RMB’000 RMB "000
AR¥EFT AREFIT
Revenue BRBA 74,958,108 39,831,331
tess: Cost of operation W BERK (60,726,601) (37,248,315)
Taxes and surcharges BEBIE RN (1,462,770) (1,018,791)
Selling and distribution expenses HEEMH (5.324,601) (2,969,537)
General and administrative expense EBRER (2,656,326) (1,538,857)
Finance expenses, net MBEMA  FE (431,289) (1,639,336)
Jmpairment loss BERMERL (427,061) (118,224)
Add: Fair value gain e DA EEEBERES 833,384 3,774,688
* Investment income/(loss) ®EWEE(18K) 119,363 (22,749)
Operating profit/(loss) BENE(H¥BR) 4,882,207 (949,790)
Add: Non-operating income MmO EEINRA 1,093,164 1,604,096
Less: Non-operating expenses W BENEH (134,278) (14,185)
Total profit Filpeske bl 5,841,093 640,121
Less: Income tax B FBRER (138,177) (80,874)
Net profit FRE 5,702,916 559,247
Attribute to: FER :
— Owners of the parent —ARRHEREEE 5,380,375 711,677
— Non-controlling interests —JErE R 322,54 (152,430)
5,702,916 558,247
CONDENSED CONSOLIDATED BALANCE SHEET BtaEERER
(Prepared in accordance with PRC Accounting Standards) (R AP H S EAGES)
For the year ended 31 December 2010 BE_F—-FF_A=+—HIFE
2010 2009
—B—-BF ZBThEF
RMB’000 RMB "000
ARETFT AREFIT
Assets BE
Total current assets REEE 11,720,627 6,863,939
Long-term investment RHEBRERE 1,450,375 1,152,521
Fixed assets and construction in progress BEEBEEREEIR 75,506,263 61,578,262
Goodwill [EES 8,509,030 -
Intangible assets and other non-current assets EREEREMIERDEE 3,579,627 2,366,518
Deferred tax assets BEMSHEE 44,195 57,441
Total assets HEas 100,810,117 72,018,681
Liabilities and equity BERRRERS
Current liabilities mEAE 39,167,783 35,663,041
Non-current liabilities el /i=F 45,014,343 32,690,973
Deferred tax liabilities REFSHARE 51,814 51,539
Total Liabilities RMEEE 84,233,940 68,405,553
Owners of the parent AARESERAEE 15,577,109 3,365,592
Non-controlling interests FEE MRS 999,068 247,536
Total equity HRE 16,576,177 3,613,128
Total liabilities and equity BRERBFEEREST 100,810,117 72,018,681
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 SUPPLEMENTARY FINANCIAL INFORMATION

 HERRBER

(A) SIGNIFICANT DIFFERENCES BETWEEN INTERNATIONAL
FINANCIAL REPORTING STANDARDS ("IFRS") AND PRC
ACCOUNTING STANDARDS

The Group's accounting policies, which conform with IFRS, differ in certain aspects
from PRC Accounting Regulations. Differences between IFRS and PRC Accounting
Standards which have a significant effect on the consolidated profit attributable
to owners of the parent and consolidated net assets of the Group are summarised
as follows:

R
P
as

(A) BB mEEREPECEE L
WERER

AEBERERY RS EAEE THAR
RERERHEAFELR - BRMHHS
AR BRE RN ERHAA TV
EREEREHERAEEA R EENS
RPBRIENT -

2010 2009
—B-EF —ETHE
Note RMB‘000 RMB "000
TE AR¥EFT AREFT
Consolidated profit attributable to owners ARG EELESH
of the parent A/ (H518) '
As stated in accordance with PRC REPEPRESESIR 5,380,375 711,677
Accounting Standards
Impact of IFRS and other adjustments: IR BT MR AR R R E
) AEMR
— Difference in depreciation for flight equipment - AR EATRA (a) (74,183) (55,406)
due to difference depreciation lives used FRERMIEK
previously RITRBITENER
~ Difference in depreciation and impairment - R TEREAER (b} (9,582) (9,582)
charges for aircraft and engines due to IER RIS B
different deprediation lives NERREBKNH=ZR
— Provision for post-retirement benefits — RINERT M EE (© (347,936) (334,348)
— Reversal of additional amortisation due to — R EE b 5 P AE AT (e) 8,420 8,420
the revaluation surplus relating to EEHBENTE
land use rights
— Deferred tax adjustments - BIEFERE @ 4,686 28,327
- Non-controlfing interests ~ JEfR Rt RS {h) (3.791) (180,322)
As stated in accordance with IFRS IRIRBIPR B FaR S S BIBIR 4,957,989 168,766
Consolidated net assets attributable to AARERFHEEESH
owners of the parent FEE
As stated in accordance with PRC RBPESEEERTIR 15,577,109 3,365,592
Accounting Standards
Impact of IFRS and other adjustments: _ B BA A R A5 HE Al R
HibRBape
— Difference in depreciation and for flight - ARAE SR TRA (a) - 74,183
equipment due to different depreciation EAFRMmER
lives used previously RITRBITENER
— Difference in depreciation and impairment - R TR A ERER (b) 84,147 93,729
charges for aircraft and engines due to IER TR - BEEhiR
different depreciation lives FERRERANER
— Provision for post-retirement benefits —RINE BRI EE © (2,617,283) (1,849,933)
- Intangible assets (goodwill) -EREE(EE) (d) 2,760,665 -
— Reversal of revaluation surplus relating — M AR PR RTA (e) (352,206) (360,626)
to land use rights HE
— Others By -] ) 79,393 79,393
— Deferred tax adjustments —BER AR @ 30,993 26,307
— Non-controlling interests — JESE MR RS ) (291,531) (194,092)
As stated in accordance with IFRS RIEBPR AR RS L RITIR 15,271,287 1,234,553
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SUPPLEMENTARY FINANCIALiLI-NFORMATlON
i 7 A H

(A) SIGNIFICANT DIFFERENCES BETWEEN INTERNATIONAL
FINANCIAL REPORTING STANDARDS (“IFRS") AND PRC
ACCOUNTING STANDARDS (continued)

(a)

Prior to 15 February 2006, under the PRC Accounting Standards, rotables
are classified as current assets and the costs are amortised on a straight-line
basis over a period 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 to their residual value over their estimated useful lives
and annuat provision for scrap was made. Since 1 Jariuary 2007, under the
PRC Accounting Standards, rotables have been classified as property, plant
and equipment and is depreciated over 10 years. Under IFRS, the useful life
of rotables was also changed to 10 years with no further annual provision
for scraps in 2007. This change of accounting estimate was applied
prospectively. Despite the useful life of rotables has been unified under
IFRS and the PRC Accounting Standards from 2007, the carrying amounts
of rotables at the time of the change were different under IFRS and the
PRC Accounting Standards. As at 31 December 2010, these differences in
carrying amounts have been fully eliminated.

Under the PRC Accounting Standards, on or before 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
residual values of 3%. With effect from 1 July 2001, depreciation of aircraft
under the PRC Accounting Standards is calculated to write off their costs
on a straight-line basis over their expected useful lives of 15 to 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 Standards. These differences will be reduced progressively
in the coming years, and will be fully eliminated when the related assets
are fully depreciated or disposed.

Under the PRC Accounting Standards, employees’ post-retirement benefits
are recognised upon actually incurred. Under IFRS, such post-retirement
benefits under defined benefit schemes are required to be recognised over
the employees” service period using projected unit credit method.

(A) EIRREISMEERRPEDERHAER
NEXZR(H)

(a)

]

BEPELESHEN  R-BTRE
ZB+HBZA m%ﬂﬁﬁ#ﬁﬁ
BEEIR - WUSFRERETUE
35 - RIFFERB S RE LD - SEFY
HEABEEEIIRLRTE - 78
ZEETDIR AR AT ERE - WA
BOERTER A {E A EREB A T F IR
REEE - BT TLF—A—A#& -
EPBECEEERNT - SEFHHEE
BETEEFIRERIOFTZTE - &
B e RS REAT - SERS 0T
BEERITNREFERRI0F « YTHER
BR—ARIRAEAE - AR LT EBERD
ERAETHETEE - R
TRRBAERE - HRSEESH4E
P EPEETHER R ERS R REAER

ESHBRRETEFTHNEREMET
B BEENEEREEEEH—
PIFEERRIZRE - R=Z—TF+—-H
=+—B - ZER0EREED =
5o

BIBRhECESHEN  RZTT—F
RAZ=TBE - REREEEATTER
HERARERIBHERERIOEISFEZ
A AFRUBESETRINE . B
ZEET-FLA AL REREHH

OB AR AR R S% R E R - IR

AIEAERISENFFHRITE - WEE
RARREREREE - RBERT Lt
SEEFIARREREORETERYE
BRI RE ARSI BREE
AIERERETR - A2RBSESHE
FEVEHRLS - YEEHREERS
FIRRTER TUTREH -

RETESESTER - B TRINER
FRERBER AR - REERMEH
SERA - KB EREEBFEBITHE
TERABENBEETREFHANE
B REIRL TR -
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(A) SIGNIFICANT DIFFERENCES BETWEEN INT'ERNATIQNAL
‘FINANCIAL REPORTING STANDARDS (“IFRS”) AND PRC
ACCOUNTING STANDARDS (continued)

(d)

(e)

The recognition and measurement of the fair values of the acquisition costs
and identifiable assets and liabilities of Shanghai Airlines acquired during

the year are different under IFRS and the PRC Accounting Standards, which *

result in difference in the intangibles/goodwill recognised arising from the
acquisition.

Under the PRC Accounting Standards, 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 differs in certain other
respects from the PRC Accounting Standards.

This represents the corresponding deferred tax effects related to the items
above.

With effective from 1 January 2010, loss for the periad is shared by non-
controlling interest (NCt) even if this results in the NCI having a deficit
balance under both PRC Accounting Standards and IFRS. However, under
PRC accounting standards, retrospective adjustment is required for the
change, whereas under IFRS, no retrospective adjustment is required. As
a result, the carrying amounts of NCl as at 1 January 2010 were different
under IFRS and the PRC Accounting Standards. In addition, differences as
described in (a) to (g) above also have the corresponding impact on NCI.
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(@

AIRFIET - AR &S ERATKEE
ERAFENDA BENER R EGRH
TR - Rt - FrERNEREE B8
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ARREE LT L I0AE NS
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Liu Shaoyong (Chairman)
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Luo Zhuping (Director, Company Secretary) _ BUT(EE  REmE)
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Tang Bing (Vice President) B R(EmEE)
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AUDITORS v b2 L]
International Auditor: PricewaterhouseCoopers BRI EAT - BEF KBS
Certified Public Accountants ES
22nd Floor, Prince’s Building BHEPR
Central, Hong Kong KFRE28
Domestic Auditor: PricewaterhouseCoopers PERAEEAD : HEkBPREEHE
Zhong Tian CPAs Limited Company FAAERAR
11/F PricewaterhouseCoopers Center FELE
202 Hu Bin Road AL 2025%
Shanghai 200021 EEKEROIE
PRC EHRT200021
LEGAL ADVISERS SRR
Hong Kong: Baker & McKenzie & - R5 o SRR B
USA: Baker & McKenzie XM/ : B« ERIEMEKA
China: Beijing Commerce & Finance Law Office FE - dERGER AT
PRINCIPAL BANKS EEARET
Industrial and Commercial Bank of China, Shanghai Branch PEIBRIT EETHIT
China Construction Bank, Shanghai Branch FERRBIT ESTHIT
The Bank of China, Shanghai Branch FERRIT EE ST
SHARE REGISTRAR ' BROBEEEE
Hong Kong Registrars Limited BEBHELARAR
Reoms 1712-1716, 17th Floor, Hopewell Centre, BEERKER—N\Z=%
183 Queen’s Road East, Hong Kong SRR OTAAEI12-171654
The Bank of New York The Bank of New York
101 Barclay Street 101 Barclay Street
New York, NY 10286 USA New York, NY 10286 USA
China Securities Depository and PEEHFBREEERITATLES QT
Clearing Corporation Limited, Shanghai Branch LT AR E R R S 1665

166 East Lu Jiazui Road, Pudong New Area, Shanghai
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PRINCIPAL PLACE OF BUSINESS IN HONG KONG

Since 3 July 2009, the principal plaﬁe of business in Hong Kong has been changed
to Unit B, 31/F., United Centre, 95 Queensway,
Hong Kong.

CUSTODIAN FOR LISTED SHARES WITH TRADING MORATORIUM

China Securities Depository and Clearing Corporation Limited,
Shanghai Branch

CHANGE OF BUSINESS LICENSE REGISTRATION

The Company changed its business license registration due to changes in the
registered capital of the Company.

Registered capital of the Company is RMB11,276.539 million at the end of the
Reporting Period.

Business License Registration Number of the Corporation Legal Person:
310000400111686

Tax Registration Number: 310046741602981

231

ITREREENY

B2009F7A3HE « BBOT L L2
BERBEREESHA P O3S

REABRENTEHE

FRESRLAHERATAT LSS AR

EXYRIMBERR

RAAREMERRERS) - RRABEHRE
117 EMmEE -

BEMRRAREMEARSARE,2765398
BT

BEEAEESRIEME © 310000400111686

B ERH : 310046741602981

Shareholders can obtain a copy of the Company's annual report for the year 2010 through the Internet addresses shown below:

BRAARBERERATER TRA AR T EEEREE IR :

http://www.ceair.com

http://www.irasia.com/listco/hk/chinaeast
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COMPANY'S REGISTERED CHINESE NAME
FERIREROBRAR

COMPANY'S ENGLISH NAME
China Eastern Airlines Corporation Limited

COMPANY'S ABBREVIATED ENGLISH NAME
CEA

COMPANY’S LEGAL ADDRESS
66 Airport Street,

Pudong International Airport,
Shanghai, China

POSTAL CODE
201202

COMPANY’S OFFICE ADDRESS
2550 Honggiao Road,
Shanghai, China

POSTAL CODE
200335

COMPANY'S LEGAL REPRESENTATIVE
Liu Shaoyong

COMPANY SECRETARY
Luo Zhuping

COMPANY’S WEBSITE ADDRESS

www.ceair.com

COMPANY'S E-MAIL ADDRESS

ir@ceair.com

TELEPHONE
(86-21) 6268 6268

FACSIMILE
(86-21) 6268 6116

PLACES OF LISTING
The Shanghai Stock Exchange
Code: 600115

Abbreviation: CEA

The Stock Exchange of Hong Kong Limited
Code: 00670

The New York Stock Exchange, Inc.
Code: CEA
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