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Air China Limited Announces 2011 Annual Results
Hong Kong – March 27, 2012 — Air China Limited (“Air China” or “the Company,” together with its subsidiaries, collectively “the Group”) (HKEX: 00753; LSE: AIRC; SSE: 601111: ADR OTC: AIRYY), today announced its results
 for the 12 months ended December 31, 2011 (“the Period”).

Results Highlights
· Turnover was RMB98.41billion, a year-on-year increase of 19.30% 
· Operating expenses were RMB92.15 billion, a year-on-year increase of 28.77% 
· Jet fuel cost was RMB34.70 billion, representing a year-on-year increase of 44.02% 

· Profit attributable to shareholders was RMB7.08 billion, representing a year-on-year decrease of 41.00% 

· Basic earnings per share was RMB0.58, a year-on-year decrease of 43.52%
The market conditions for the aviation industry in 2011 were very complicated. Some prominent characteristics include the relatively rapid growth in the domestic air passenger market, continuing recession in the international air passenger market and significant decline in air cargo operations. At the same time, jet fuel price remained high and domestic and international competition intensified, all of which had put great pressure on operations. The Group adhered to a strategy of continuing development by steady and prudent operation and implementation and achieved progress in various areas. The Group have strengthened operation management, adopted an active stance towards market changes, consolidated cost advantages and continued to improve service quality.  
Financial Highlights
In 2011, the Group achieved turnover of RMB98.41billion, an increase of 19.30% over last year. 

Passenger revenue was RMB83.51 billion, a year-on-year increase of 22.56%. Cargo revenue was RMB9.83 billion, a year-on-year decline of 2.37%. The growth in passenger revenue in 2011 was mainly due to steady growth in domestic passenger market, plus the consolidation of promising results of Shenzhen Airlines Company Ltd.’s (“Shenzhen Airlines”).
Operating expenses increased by 28.77% to RMB92.15 billion, up from RMB71.56 billion reported in the same period in 2010. Jet fuel cost, which remained the single largest cost for the Group, increased by 44.02% year-on-year and accounted for 37.66% of the operating expenses. The sharp increase in jet fuel costs was primarily due to the continuous increase in international fuel prices and more fuel consumption resulting from the increase in flight hours.
The Group recorded an operating profit of RMB6.26 billion in 2011, a year-on-year decrease of 42.73%. Profit attributable to shareholders was RMB7.08 billion, a decrease of 41.00% compared with RMB12.01 billion in last year.
The Board recommends the payment of a final dividend of RMB0.1180 per share for the year ended 31 December 2011, totaling a dividend payment of approximately RMB1.52 billion based on the Company’s total issued shares of 12,891,954,673. A resolution for the dividend payment will be submitted for consideration at the 2011 annual general meeting of the Company. The dividend will be denominated and declared in RMB.
Operational Highlights
Passenger Services
During the Period, the Group carried a total of 69.69 million passengers, a year-on-year increase of 16.14%. Passenger capacity, measured by Available Seat Kilometers (ASK), rose by 14.78% to 151.59 billion. Capacity for domestic, international and regional routes increased by 17.82%, 9.21% and 10.62% respectively. Overall passenger traffic, measured by Revenue Passenger Kilometers (RPK), increased by 16.85% to 123.50 billion. Traffic on domestic, international and regional routes increased by 21.87%, 7.58% and 9.69% respectively. Passenger load factor improved to 81.47%, a year-on-year increase of 1.44 percentage points. Yield per RPK was RMB0.68, up by 6.25% over 2010.

In 2011, the Company took advantage of the growth in the domestic air passenger market and timely adjusted capacity deployment. This resulted in significant improvement of yield quality and fortified company’s market position. In response to the recession in the international passenger market, the Company continued to optimize capacity structure in a dynamic manner in line with its hub and network strategy.  The Company adjusted the operations of Japan routes after the earthquake in Japan.  The Company also introduced new routes (including Beijing-Milan and Beijing-Dusseldorf routes) and increased the frequency of services on Beijing-Los Angeles route, which have shown positive operating results. 
During the year, the Company actively expanded its key sales and marketing channels and adjusted its marketing strategy. During the Period, as the Company has refined profit management and achieved higher load factor of first and business class cabins, with revenue growing by 17% compared to the previous year. Revenue from e-commerce, corporate customers and frequent flyers achieved year-on-year increase of 53%, 36% and 24% respectively. Revenue contribution from Star Alliance carriers rose by 7% compared to 2010.
In 2011, the Company continued to strengthen the hub construction. During the period, 173 aircraft were allocated to Beijing where the number of transfer passengers reached 4.5 million. The enhanced capability of Beijing Hub Control Centre (“HCC”) over operational control improved operation quality. A total of 47 aircraft were allocated to Chengdu hub. In addition, the Company increased the number of flights, opened transfer desk in T2 terminal, and set up premium class passenger lounge, and improved ground operation support at Chengdu hub. 34 aircraft were allocated to Shanghai, with overall flight operation, ground operation and maintenance support strengthened.
In 2011, the Group introduced 57 aircraft and retired 20 aircraft, including B757-200 and B737-300 from the fleet.  As at the end of 2011, the Group’s fleet comprised 432 aircraft with an average age of 6.77 years. As at 31 December 2011, the Company operated a fleet of 288 aircraft. The Company’s network covered 30 countries and regions globally, including 43 international, 96 domestic, and 4 regional cities. 
The Company strengthened strategic partnership with Cathay Pacific Airways. The joint venture, Air Cargo Co., Ltd. (“Air China Cargo”) was formally established on 18 March 2011 and has been running under a new operation and management model.  The Company deepened collaboration with Shenzhen Airlines in various areas, including sales and marketing, maintenance, information technology and central procurement. The Company also established Beijing Airlines Company Limited which specialises in chartered business jet flights. The influence in the regional market continued to grow through the investment in Tibet Airlines and the establishment of Dalian Airlines Company Limited. The synergy from internal collaboration was eminent and the results of Shenzhen Airlines increased significantly.
During the Period, the Group continued to provide comprehensive, personalised and high quality services to its passengers. Four environmental-friendly, fuel- efficient and comfortable B777-300ER wide-body aircraft with enhanced safety features were introduced to the fleet. The Group also upgraded some of cabin and lounge facilities, integrated customer service hotlines and improved website layout. Air China was the first domestic airline to provide wifi sevices on its selected routes. The Company’s services were accredited with a 4-star ranking by Skytrax and the customer service management system(CSM) was the first in the world to be certified by the British Standards Institute. 
Cargo Services

Affected by the slow global economic growth in 2011, demand in the air cargo market has continued to fall since the second quarter last year. During the Period, cargo capacity, measured by Available Freight Ton Kilometers (“AFTK”), increased by 4.22% to 8.18 billion. Cargo traffic, measured by Revenue Freight Ton Kilometers (“RFTK”), increased by 0.14% to 4.85 billion. Cargo and mail load factor was 59.30%, a year-on-year decrease of 2.42 percentage points. Cargo yield was RMB1.79, down by 3.24% year-on-year. 
In response to the difficult market conditions, Air China Cargo launched internet-based, customer-based and product-based sales and marketing efforts, actively developing new customer base and improving the service standards. Air China Cargo focussed on the development of the Shanghai cargo hub and strengthened the transit support capability at hub stations.  Air China Cargo responded to market changes and expedited the adjustments to capacity deployment and introduced new routes (including the Shanghai (Pudong)-Hong Kong route), reduced capacity in non-performing long-haul routes, launched short-haul services and relocated freighters to Shanghai.  All of these measures effectively improved air cargo operations and offsetting losses.
Outlook
“In 2012, the steady and continuous growth in the Chinese economy will bring new opportunities in the aviation industry. However, internal and external factors, including the lack of growth momentum in the European and American economies, the accelerated structural consolidation in the Chinese economy, the increasingly challenging domestic and international economic landscape, resource limitations (including airspace, slot constraints, infrastructure and manpower resources) and the high operating cost of our core business will generate new challenges and greater pressure for the Company. ” Mr. Wang Changshun, Chairman of Air China said.  
“Our Company will fortify our existing customer-oriented value. We will put our management focal points on adopting international best practices, conforming to standards, exercising more fine-tuned management and realizing information technology based coverage. We will continue to strengthen our management endeavour as well as hub and network development. We will deploy our capacity effectively in response to market trends. At the same time, we will step up our business process re-engineering and resources consolidation, bolster cooperation with strategic partner Cathay Pacific Airways, enhance our strategic collaboration as well as synergise our air passenger and cargo businesses so as to improve our strength and global competitiveness. With the goal of developing the company into a large network airline with international competitiveness, we will continue to create new competitive edges, strive for stronger results and achieve new milestones. ”  
-End-
About Air China
Air China Limited (Air China) is the national flag carrier of China and a leading provider of air passenger, air cargo and airline-related services and products in China. Its operational headquarters is in Beijing, a major domestic and international hub in China. It also provides airline-related services, including aircraft maintenance, ground handling services in Beijing, Chengdu, and other locations. As of 31 December, 2011, the Company operated a fleet of 288 aircraft. The Company’s network covers 30 countries and regions globally, including 43 international, 96 domestic cities, and 4 regional cities. Air China was listed on Hong Kong Stock Exchange and London Stock Exchange on December 15, 2004 under codes 00753 and AIRC respectively. On August 18, 2006, Air China was listed on Shanghai Stock Exchange under code 601111. For further details, please visit Air China’s website: www.airchina.com.cn.
Safe Harbor Statement
This press release contains projections and forward-looking statements that reflect the company’s current views with respect to future events and financial performance. These views are based on current assumptions which are subject to various risks and which may change over time. No assurance can be given that future events will occur that projections will be achieved, or that the company’s assumptions are correct. Actual results may differ materially from those projected.
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� All figures are stated under the International Financial Reporting Standards (“IFRS”)
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