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(A) SIGNIFICANT DIFFERENCES BETWEEN (A )@H@%, BHREENEPEE
INTERNATIONAL FINANCIAL REPORTING STEANERER
STANDARDS (“IFRS”) AND PRC ACCOUNTING
REGULATIONS
The Group’s accounting policies, which conform with $$@ﬁ%ﬁﬁ.[¢ B R 2 AN Jo
IFRS, differ in certain aspects from PRC Accounting Hesr£lFETHENEE - B
Requlations. Differences between IFRS and PRC PR T s 2 Al R P B & 5T 2R R Y
Accounting Regulations which have a significant effect ZREUARNTRRIFEAEIGES
on the consolidated (loss)/profit attributable to equity (B18) w i EAEBTEEESF
holders and consolidated net assets of the Group are ENEAFERRFENT
summarised as follows:

2006 2005
“EERE e
Note RMB’000 RMB'000
TR AR®TTR ARETTT
Consolidated (loss)/profit attributable AAFERFE AEM
to equity holders of the Company e (B8 85
As stated in accordance with PRC RiEHEETE R B
Accounting Regulations 5l 7R (2,779,979) 60,474
Impact of IFRS and other BHMEREENNFE
adjustments: Hity 9% -
Difference in depreciation charges BRI R FEAER
for flight equipment due to mEKRT
different depreciation lives BRETENER (a) 239,467 115,086
Difference in depreciation charges HRIRAERER
for aircraft due to different B RAHEITERK
depreciation lives, revaluation REFTENZR
and component accounting (b) (676,820) (611,368)
Provision for post-retirement benefits iR K14 1@ F| £ £ 4 (c) (84,982) (133,417)
Unrealised (losses)/gains on derivatives Mii rﬂI,E:E’JEHEw
%)/ ez (d) (42,344) 27,779
Deficit on revaluation of property, %¥ CEERR
plant and equipment AHERE () (235,046) -
Recognition of gain on sales & EROHEERO NG
leaseback (f) 74,207 -
Equity investment difference PR R TRERE
amortisation under PRC GAAP EEREH (9) 42,010 -
Goodwill on acquisition of a subsidiary WEHNEBLARELENEE () (85,119) -
Reversal of revaluation surplus JREE T R
relating to land use right AEEE (i) 8,420 8,420
Others Hit (k) (7,988) (89,488)
Minority interests DERE (1) 58,585 6,957
Current and deferred tax adjustments BB REETERE (m) 176,164 148,250
As stated in accordance with IFRS 185 B PR B 7 3 45 2 B 5 R (3,313,425) (467,307)
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(A) SIGNIFICANT DIFFERENCES BETWEEN (A) BB RS EREPEE
INTERNATIONAL FINANCIAL REPORTING FTEANEREZE (B
STANDARDS (“IFRS”) AND PRC ACCOUNTING
REGULATIONS (Cont'd)

2006 2005
Z2ERF “TTRE
Note RMB'000 RMB’000
B ARETR ARETTT
Consolidated net assets RREERE
As stated in accordance with PRC BEHEZEERE
Accounting Regqulations 5l 7~ 3,774,151 6,679,397
Impact of IFRS and other BRMBREENNEE
adjustments: HAE
Difference in depreciation charges for ~ HM T FE A A F R
flight equipment due to different MEKRITHRE
depreciation lives nEMEER (a) 1,536,627 1,297,160
Difference in depreciation charges for ~ FA T E A& B E R
aircraft due to different depreciation BEfREHE qui_ﬁX
lives, revaluation and component RETENZEZR
accounting (b) (997,831) (321,011)
Provision for post-retirement benefits R {K & 48 F| 40 £ (c) (1,325,358) (1,240,376)
Unrealised gains on derivatives MTEemIANARARE (d) 47,983 72,505
Deficit on revaluation of property, MmE - BERSETR
plant and equipment RE () (235,046) -
Recognition of gain on sales and EREERRN RS
leaseback (f) 74,207 -
Equity investment difference hE e R TRERE
amortisation under PRC GAAP EREMOEH (9) 42,010 -
Goodwill on acquisition WEHBAR
of a subsidiary EEHNHE (h) (85,119) -
Goodwill and negative goodwill HEREBENEE (i) 688,311 688,311
Reversal of revaluation surplus FREH T AR
relating to land use right ATfEE () (340,931) (349,351)
Others Hith (k) 11,718 (3,232)
Minority interests LERRER (1) (18,351) (42,350)
Current and deferred tax adjustments BB REEHERE (m) 304,272 137,489
As stated in accordance with IFRS IREBR O A ERI5 R 3,476,643 6,918,542
RERAMEZRBERLT —=TREFFH 231
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(A) SIGNIFICANT DIFFERENCES BETWEEN
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRS”) AND PRC ACCOUNTING

REGULATIONS (Cont'd)

(@)  Under IFRS, rotables are accounted for as
property, plant and equipment and is
depreciated on a straight-line basis to write
off the cost or revalued amount to their residual
value over their estimated useful lives. Under
PRC Accounting Regulations, rotables are
classified as current assets and the costs are

amortised on a straight-line basis over a period

of 5 years.

(b)  Under IFRS, depreciation of aircraft is calculated
to write off their costs or revalued amounts on

a straight-line basis over their expected useful

lives to their residual values.

Accounting Regulations, 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
PRC Accounting Regulations is calculated to
write off their costs on a straight-line basis
over their expected useful lives of 20 years to
their residual values of 5% of costs and the

change is applied prospectively.

(A) BB SRR AR E e
SHERIE A ER ()

(a)

RIBERMBHREER - =E
FBHEREEEETIRK - I
FHEITE o rE 2 EETIAK
A/ EEREMTRE I
MEAORZ AR 2 85T ]
{5 PR IR B 5 Y B F TR BN TR AR
B o RIFRBEIEAER - 5
EBREMISREDEE - WA
SEILMBEARET ABH -

RIBEIFR I AR E R - TR
ZITETIARR A E A ER
EfhFHRER - RIEFT205 2
BEAIE R FRIZEREHE
i o REBEPESEER - R
ZT—FNA=+HA - Rt
K BB T B AE BN IR &
3%HRIERIZ10E 155F 2 FaAT
A fERFRABEGRER ¢ 1
“TE-HLA—HE  RE
PRI EER - R
HHTEE T A EL AR R 5% B
1% 1220 2 FEET A ER R
ABAREESE - Ut E T
RIGERERNHE
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(A) SIGNIFICANT DIFFERENCES BETWEEN
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRS”) AND PRC ACCOUNTING
REGULATIONS (Cont'd)

In addition, under IFRS, for owned aircraft and
aircraft under finance leases, costs of overhaul
are capitalised as a component of property,
plant and equipment and are depreciated over
the estimated period between overhauls, on a
straight-line basis. Upon completion of an
overhaul, any remaining carrying amount of the
cost of the previous overhaul is derecognised

and charged to the income statement.

Under PRC Accounting Regulations, prior to
2003, major overhaul costs for owned aircraft
and aircraft under finance leases were provided
at specific rates applicable to the related models
of aircraft. Effective from January 2003,
overhaul costs for owned aircraft and aircraft
under finance lease were firstly offset against
the provision brought forward as incurred.
Overhaul costs are directly charged to the
income statement after the provision is fully

utilised.

(A) BIBR SHREEQHETIEE
HEANERER (&)

AN AR B BB B R RS

8 EEMBEREREHK
EBASEARKEZHENGT
B AL - WETERT A E E
NEGEHEINE - E—HAK
& e - H%L‘M‘EENKEW:
&8 AMBE R IR A
B&mE -

RETEEER - R-FF
=F AR Qaﬁﬂﬁﬁ*
BV RIS B IR AR E L
KR - B TT=F— A
h o HRBEMBEHERE
HIKIE & A RIS AR & ST
AT EAHER K IE &R
PRER - H MR P - R
KIEB R A& EEN T
HIBR -

PERAMERGBARAT —ZTRFFRH
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(A) SIGNIFICANT DIFFERENCES BETWEEN
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRS”) AND PRC ACCOUNTING
REGULATIONS (Cont'd)

(c)

Under IFRS, employees’ post-retirement benefits
under defined benefit schemes are required to
be recognised over the employees’ service
period. Under PRC Accounting Regulations, such

benefits are recognised upon payment.

Under IFRS, change in fair value of the
derivative financial instruments is recorded in
reserve when the derivative financial
instruments qualify for hedging accounting and
such a change in fair value of the derivative
financial instruments are recognised in the
income statement if the derivative financial
instruments do not qualify for hedging
accounting. Under PRC Accounting Regulations,
the gains and losses on derivative financial
instruments are recognised in the income

statement upon their maturities.

(A) BRI R EEREPRE
SFEANEREZE (B

()

(d)

RIBEIFRMBHREER - EF
BENETET - BIRIKREE
NBHEB TRFFHAELTE
1’ RIETPEEER - 8T
RIKIZBHN B TIRIRIEN R
SN

REBEEREMBEREER - 74
TRIAEAAREZHHERE
HIgst IR ARE - TERAR
EMENERITETA - 8
HRArBEEHRERRTDT
N e R EERTER - 074
SRR T Ema A R IR R B
R PRI IE R o
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(A) SIGNIFICANT DIFFERENCES BETWEEN
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRS”) AND PRC ACCOUNTING
REGULATIONS (Cont'd)

(e)

Under IFRS, non-current assets held for sale
and flight
equipment) are stated at lower of carrying

(including aircraft, engines
amount or fair value. Under PRC Accounting
Regulations, impairment is provided against
these assets after making reference to the net
realisable values. In view of items (a) and (b)
above, carrying amount of aircraft, engines and
rotables under IFRS and PRC Accounting
Regulations are different because of different
useful lives applied and valuation. As a result,
valuation deficit and impairment loss accounted
for under IFRS and PRC Accounting Regulations

respectively are different.

In 2006, the Company entered into sale and
leaseback transactions for certain aircraft
resulting in operating leases. The sales proceeds
less selling expenses was higher than the
Under IFRS, the

difference has been recognised immediately in

existing carrying cost.

the income statement. Under PRC Accounting
Regulations, such a difference is deferred and

amortised over the lease period.

(A) BB SRR AR E e
SHERIE A ER ()

(e) RIEBIRMBMELER - it

ERE - EPR L SERENT
BRAR(BEE - PEIGE
AT ZEEERBAIERFE
FHERE®RER - BRI BT
B —(a) K (b) Pratt - FAPOEIRR
ISR T b B g et
AR - PR L SERE
e B R B 8 T 3 8 R e
HAERBEZEEENIREF
TETE ° HA;y ;—/\i‘f’ H
=+—B  ZFEEEBRRY
%%i&%ﬁg,ﬂﬂ”}/&ﬁ@éﬁ%ﬁﬁhl
SEFERIT - AR RFEM
i fﬁéﬁﬁk%ﬁzlﬁ’- ﬁ?ﬁ‘“#&i/i
A TR RESHEREE
]I .:HEE”J/DME/E{%E’JT

T

A -

R-ZTREE  ARAHE
TRRBOERAKLEUES
S AEE - *Hfﬁﬁﬁéﬁiﬁ’%ﬁ
EMNREBENEBLEER
FHRER - REBEREMHRE
A ZEBERRZELEED
itARBm - RBEFEESE
A ZEBNHEHRA#E -
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(A) SIGNIFICANT DIFFERENCES BETWEEN
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRS”) AND PRC ACCOUNTING
REGULATIONS (Cont'd)

(9)

Under IFRS, the excess of the cost of the
acquisition of an additional equity interests in
China Eastern Airlines Wuhan Co., Ltd (“CEA
Wuhan”) over the fair value of the Group’s share
of the acquired net identifiable assets is
recognised as goodwill. Goodwill is not
amortised but tested annually for impairment.
Under PRC Accounting Regulations, the excess
of the cost of the acquisition over the carrying
amount of the acquired net identifiable assets
of CEA Wuhan is recognised as a long-term
equity investment difference and amortised over

10 years.

In addition, the fair value of the acquired net
identifiable assets under IFRS is different from
the carrying amount under PRC Accounting
Regulations. As a result, goodwill recognised
under IFRS and the long-term equity investment
difference recognised under PRC Accounting

Regulations is different.

Under IFRS, the goodwill on acquisition of
additional CEA Wuhan’s interests represent the
difference between the purchase consideration
and the fair value of net asset acquired. Under
PRC GAAP, the goodwill on the acquisition is
the difference between the purchase
consideration and the carrying amount of the
net asset acquired. As the fair value and
carrying amount of the net asset acquired under
IFRS and PRC GAAP respectively are different,
hence the goodwill on the acquisition under

IFRS and PRC GAAP are different.

(A) BB SRR AR E e

(9)

SFEANEREZE (B

RIBEIFRMBHREER - AR
AW AR R B E QAP E
RAOMEREERAR] ([EZE
fze ) B B REAT I EUE
MR EERABEZRENE
TTRERIE - BT EEE - R
B EEEER - WD
PTGV ZEIREF B E 2
B ER D R AR ARERE
PR B R IR 105 B8 o

BEAN - RN B R R ZE
FEBARR B R 2R 5 2R R T PR A
MAREEREFEEELT
R EERTHEZEREE
£ BB RELEREMR
BNEEBRFAEER -

EBBRT RS LT - E—
HURE R BRI E L
ZRUEEEMAEREEFEE
ERREZRENERE - EHE
SETERT - B RWEIEE
LR FEERmEEL
BRI ZEER - B BIFRMH 3RS
ER TR BEMPEEE
AT REEEB TR - FTIA
BRI RS ER M EE
AR T UIBTE AR R E D
AR ©

236

China Eastern Airlines Corporation Limited Annual Report 2006




Supplementary Financial Information

B b B 7% &

31 December 2006
—EENF+ZH=1+—H

(A) SIGNIFICANT DIFFERENCES BETWEEN
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRS”) AND PRC ACCOUNTING
REGULATIONS (Cont'd)

(1)

(V)

The basis of recognising the value of the
consideration payable for acquisitions and the
underlying assets and liabilities is different
under IFRS and PRC Accounting Regulations.
Accordingly the amount of goodwill and
negative goodwill is different. Moreover, under
PRC Accounting Regulations, goodwill and
negative goodwill are not presented as separate
items but are allocated among the carrying
value of assets and liabilities acquired.
Accordingly part of the adjustments under
goodwill and negative goodwill in the Net Asset
analysis are offset by difference of the same
amounts in other categories of assets or

liabilities presented in the analysis.

Under IFRS,

prepaid operating leases at historical cost which

land use rights are recorded as

was nil at the time of listing. Under PRC
Accounting Regulations, land use rights injected
by the parent company as capital contribution
are stated at valuation less accumulated

amortisation.

In addition to the above, the application of
IFRS differs in certain other respects from PRC

Accounting Regulations.

This represents the corresponding impact a

minority interest related to the items above.

This represents the corresponding deferred tax
effects related to the items above.

(A) BB SRR AR E e

_l_

(1)

©)

(m)

FAIMNBEXREE (8)

KRRy BREENRTEE
FHERIT - HREERWERIEE
MIAEEEN B ENEEG
AR AtEEREEENE
BINE AR © ttoh - RiEF
HestEl mEranEe
DEEBABENABNIRE
EBEL  MrEsFH5R - E
It EEAEEFEDNT -
HomEMAEBENHESE
HASIRED R EMEE K
E%Wﬂ%ﬁﬁo

RIBEFRM BB HREER - Lt
ERRIERZEEHETRNK
PARESE X ARFIR © AR AR EA
TR B 5 PR AR B R S K
RRE - BREIRR B RE %
JT&iim@%%ﬁﬁﬁﬁ
c REBEFEGFTER - AR
ﬁé@tﬁﬁﬁgﬁ%%%k
PRAR AR B R £ 350 FRAE -
PARHEER R AT DIAR -

@Mi%ﬂ%'ﬁ#ﬂ@%ﬁ
WEER N B et R
ERMEBEMER -

%Eutﬁﬁﬁmﬁﬁﬁﬁé
S REr e

ETHIA ETR B R B B R AR
FEET AR & -
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