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CORPORATE MISSION
R

Our company seizes the strategic opportunities arising from our country building
the “Marine Power Construction” (858 El) and Hainan Free Trade Port (“Hainan
Free Trade Port"), and serves the “One Belt and One Road” (—# —#&) Initiative to
develop in a higher quality, more efficient and more sustainable direction, and fully
consolidates the achievements of SKYTRAX Five-star Airport. We timely choose to
adjust strategic layout to carry out other necessary capital operation plans according
to its development needs, and further expand domestic and overseas business
and build itself into the world’s leading comprehensive service provider for airport

investment, operation and management.

COMPANY BACKGROUND
N EIEIT

Hainan Meilan International Airport Company Limited (the “Meilan Airport” or the
“Company”) is a joint stock Company incorporated in the People's Republic of
China ("PRC"” or “China") with limited liability on 28 December 2000. The H shares
of the Company were issued and listed on the Main Board (the “Main Board”) of
The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”)
on 18 November 2002. On 6 November 2003, the Company was approved by the
Ministry of Commerce ("MOC”) of the PRC to convert into a foreign invested joint
stock company. The Company changed its name from “Hainan Meilan International
Airport Company Limited” to “HNA Infrastructure Company Limited”, with effect
from 2 March 2015. The Company changed its name from “HNA Infrastructure
Company Limited” to “Regal International Airport Group Company Limited”,
with effect from 9 August 2018. The Company changed its name from “Regal
International Airport Group Company Limited” to “Hainan Meilan International
Airport Company Limited”, with effect from 20 November 2019.

The Company and its subsidiaries (together, the “Group”) are currently engaged
in both aeronautical and non-aeronautical businesses at Meilan Airport, Haikou
City, Hainan Province, the PRC. The aeronautical businesses of the Company
mainly consist of the provision of terminal facilities, ground handling services and
passenger services. The non-aeronautical businesses of the Company mainly
include the leasing of commercial and retail spaces at Meilan Airport, franchising
of airport related business, advertising, car parking, cargo handling and sales of
consumable goods.

Major awards of the Company in 2020 were as follows:

. “SKYTRAX Five-star Airport”

. “38th in The World's Top 100 Airports of SKYTRAX"

. “2019 Advanced Collective for Major Civil Aviation Transportation Work"

. “2020 Top 100 Enterprises of Hainan Province”
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CORPORATE INFORMATION
NGl

NAME IN CHINESE
SEERERTERNBERAF

NAME IN ENGLISH

Hainan Meilan International Airport Company Limited

CORPORATE WEBSITE

www.mlairport.com

EXECUTIVE DIRECTORS

Wang Zhen, Chairman
Wang Hong, President
Wang Hexin

Yu Yan

Xing Zhouijin

NON-EXECUTIVE DIRECTORS

Tu Haidong
Yuan Yubao

INDEPENDENT NON-EXECUTIVE DIRECTORS

Deng Tianlin

Fung Ching, Simon
George F Meng
He Linji

SUPERVISORS

Liao Hongyu, Chairman
Liu Guiling
Hu Yunyun

COMPANY SECRETARY

Xing Zhouijin

AUTHORISED REPRESENTATIVES
Wang Zhen
Xing Zhouijin
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CORPORATE INFORMATION
ANCINC-EE

MEMBERS OF AUDIT COMMITTEE

Deng Tianlin, Chairman
Fung Ching, Simon
George F Meng

MEMBERS OF REMUNERATION COMMITTEE

Deng Tianlin, Chairman
Fung Ching, Simon
Yu Yan

MEMBERS OF NOMINATION COMMITTEE
He Linji, Chairman

Wang JZhen

Deng Tianlin

MEMBERS OF STRATEGIC COMMITTEE

Fung Ching, Simon, Chairman
Deng Tianlin

He Linji

Wang Zhen

Yu Yan

LEGAL ADDRESS AND HEAD OFFICE

Office Building of Meilan Airport
Haikou City
Hainan Province, the PRC

PLACE OF BUSINESS IN HONG KONG

10th Floor, Everbright Centre
108 Gloucester Road
Wanchai

Hong Kong
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LEGAL ADVISER AS TO HONG KONG LAW

Morgan, Lewis & Bockius
Suite 1902-09, 19th Floor

Edinburgh Tower, The Landmark

15 Queen’s Road Central

Central, Hong Kong

AUDITOR

PricewaterhouseCoopers Zhong Tian LLP

11/F PricewaterhouseCoopers Center
2 Link Square, 202 Hu Bin Road
Huangpu District

Shanghai, China

PRINCIPAL BANKER

Bank of China
Haikou Jinyu Sub-branch
1/F, Geology Building

66 Nansha Road

Haikou City

Hainan Province, the PRC

China Everbright Bank
Haikou Yingbin Sub-branch

1/F Longquan Garden

56 Longkun South Road

Haikou City

Hainan Province, the PRC

H SHARE REGISTRAR AND TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Rooms 1712-1716

17th Floor Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

STOCK CODE

00357
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FINANCIAL HIGHLIGHTS

BT 15 18 &

TWO-YEAR COMPARISON OF KEY FINANCIAL FIGURES

MEETERBEBLER

For the year ended 31 December

BE+-A=+—-BHLEFE

(RMB'000) 2020 2019 Change
(AR®TTT) i —T-NF 23
Revenue A 1,369,532 1,576,371 -13.12%
Gross profit EH 678,662 825,018 -17.74%
Net (loss)/profit attributable to shareholders of  SFEBR AR AR F
the Company (E548),/ F 78 (1,340,376) 575,413 -332.94%
(Loss)/earnings per share — basic (RMB) BR(EE),BF
- EARARETT) (2.83) 1.22 -331.97%
Net cash generated from operating activities BEEELNFRE 463,971 831,278 -44.19%
Current ratio BN 10% 40% -30%
Gearing ratio BEBEBEX 65.60% 55.02% 10.58%
EBITDA EBITDA (1,116,645) 969,660 -215.16%

Revenue (RMB’000)
WA (AR®TFT)

1,576,371

1,369,632

Gross profit (RMB’000)
EFN (ARETT)

825,018
678,662

2020

2019

2020 2019
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FINANCIAL HIGHLIGHTS

~r oh
%R E
FIVE-YEAR SUMMARY OF FINANCIAL PERFORMANCE
T FEHMBERAME
For the year ended 31 December
BZE+-BA=1+—HLFE
(RMB’000) 2020 2019 2018 2017 2016
(AR®TIT) —2-2FE —EZE-NF —E-/\F ZFT+tF ZTKF
Revenue WA 1,369,532 1,576,371 1,703,824 1,469,855 1,208,710
Net (loss)/profit attributable to BEBRAR AR
shareholders of the Company SF(E518),/FIE (1,340,376) 575,413 622,041 484,440 392,942
EBITDA EBITDA (1,116,645) 969,660 1,143,377 932,598 784,941
FIVE-YEAR SUMMARY OF FINANCIAL POSITION
N
EFERBEMRRBEE
For the year ended 31 December
BZ+=-BA=1+—HLEE
(RMB'000) 2020 2019 2018 2017 2016
(AREFT) —E-EF  ZE-NEF ZE-N\F ZZT—+F ZE—KF
Total assets WEE 11,077,488 11,456,163 8,866,141 9,078,150 8,195,831
Total liabilities waE 7,266,970 6,303,572 4,294,201 4,986,157 4,468,163
Total equity Emast 3,810,518 5,152,591 4,571,940 4,091,993 3,727,668
OPERATION DATA HIGHLIGHTS
Y D3 AN
LTEELEERRE
Two-year Comparison of Key Operation Data
MEFTELEEELEERLR
For the year ended 31 December
BE+t-A=1+—HLFE
2020 2019 Change
—ECEH —ZT-NF by
The passenger throughput REEHE
(headcount in ten thousand) (Bfr : BAR) 1,649.02 2,421.66 -31.91%
In which: Domestic EHrp - BHA 1,635.00 2,281.51 -28.34%
International and regional B PR R b & 14.02 140.15 -90.00%
Aircraft takeoff and landing (flights) TR B PR LR (B4 : %) 129,726 164,786 -21.28%
In which: Domestic HepEHA 128,479 153,095 -16.08%
International and regional BB M th [ 1,247 11,691 -89.33%
Cargo and mail volume (tons) EMTHEMLE (B W) 222,373.50 322,357.50 -31.02%
In which: Domestic Heh A 219,615.50 298,935.60 -26.53%
International and regional BB e b & 2,758.00 23,421.90 -88.22%

SECTETHR e SHEREREERNERAR



CHAIRMAN'S STATEMENT
TREE

To shareholders:

The year of 2020 was an extraordinary year for China and even all countries in the
world. The sudden COVID-19 epidemic (the “Epidemic”) ravaged the world, and
global public health faced serious threats. The world economy was suffering from
the worst economic recession since the end of World War Il. For the first time in
history, major economic sectors were hit hard at the same time. The operation of
the global industrial chain and supply chain was blocked, and trade and investment
activities continued to be sluggish. Although the major developed countries in
the world have successively introduced many economic relief measures, the
momentum of the world economic recovery is still very unstable, and the prospects
are very uncertain.

In the past year, in response to the Epidemic and various challenges in the global
economic and trade environment, the Chinese government made accurate study
and judgment on the development situation, took decisive actions based on
careful planning and deployment, to effectively curb the spread of the Epidemic,
and accelerated the recovery of the domestic economy. As a result, the domestic
economy started recovery from the second quarter of 2020, and China became
the only major economy achieving positive economic growth in the world. The
three major battles (i.e. prevention and resolution of major risks, targeted poverty
alleviation, and pollution prevention) have achieved decisive achievements,
major progress has been made in technological innovation, major breakthroughs
have been achieved in reform and opening up, and people's livelihood has been
effectively guaranteed.

“Reaching Higher with Service Excellence” refers
to the service concept of “All start from the needs
of passengers” upheld by the staff of Meilan to
offer “sincere, smooth, comfortable and delightful”
super-value services to worldwide passengers
continuously according to international,
professional and personalized five-star standards.
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The year of 2020 is the last year of the “13th Five-Year” Plan. After five years
of continuous efforts, China’s economic and social development has made new
historic achievements, and the main goals and tasks of the “13th Five-Year” Plan
have been successfully accomplished. In the practice of coordinating the overall
domestic and international situations, and coordinating the Epidemic prevention
and control and economic and social development, it has further deepened the
understanding of the law of economic work of governments at all levels in the face
of severe challenges, laying a solid foundation for the beginning of the “14th Five-
Year"” Plan.

Affected by Epidemic, in 2020, the passenger traffic of global civil aviation dropped
sharply by 65.9% year-on-year over 2019. In this context, China’s civil aviation
industry took the lead in bottoming out and rebounding. Since the second quarter of
2020, the industry’s production and transportation scale has steadily picked up, and
the recovery of various indicators has led the world. Meilan Airport’s monthly flight
volume has achieved positive year-on-year growth since September 2020, and its
production recovery was among the forefront of domestic civil aviation airports and
the recovery progress of production and transportation was better than the national
average level of civil aviation.

In 2020, affected by the internal and external economic environment, domestic
industries experienced greater development obstacles. Meanwhile, with the
increasing demand of safety, efficiency and quality of the civil aviation industry
of China, and in the face of increasingly severe situation, the Group worked as
a cohesive team and was committed to serving the customers with sincerity,
ensuring operational efficiency and service quality, strictly guarding the security line,
and fighting all difficulties with high morale, and the 22nd safety operation year has
been successfully achieved. Affected by the Epidemic, the passenger throughput of
Meilan Airport declined. As of 31 December 2020, the annual passenger throughput
of the Group reached 16.4902 million.

RESULTS

In 2020, the Group's total revenue amounted to RMB1,369,531,792, representing
a decrease of 13.12% as compared to 2019. Revenue from aviation business
amounted to RMB463,005,176, representing a decrease of 34.73% as compared
to 2019. Revenue from non-aviation business amounted to RMB906,526,616,
representing an increase of 4.56% as compared to 2019. The decrease in the
Group's total revenue and revenue from aviation business was mainly due to the
decrease in business volume caused by the Epidemic.

In 2020, the Group’s net loss was RMB1,342,073,208, representing a decrease of
330.85% from 2019; the net loss attributable to shareholders of the Company was
RMB1,340,376,146, representing a decrease of 332.94% from 2019. The decrease
in the Group's net loss and the net loss attributable to shareholders of the Company
was, on the one hand, due to the year-on-year decrease in the Group’s revenue
by RMB206,839,286 as affected by the Epidemic; and on the other hand, due to
the bankruptcy restructuring of HNA Group Company Limited (“HNA Group”), the
Group made a substantial provision for investment losses and credit impairment
losses for the investment in the affiliates of HNA Group, the deposits with HNA
Group Finance Co., Ltd. (“HNA Group Finance Company”) and related accounts
receivable, totaling approximately RMB1,891,309,548.
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CHAIRMAN'S STATEMENT
ERRE

OVERVIEW OF AVIATION BUSINESS

Since the beginning of 2020, the Epidemic has had a huge impact on the
global aviation industry. China's aviation industry was also confronted with an
unprecedentedly severe situation. The domestic civil aviation traffic has experienced
a cliff-like decline since January 2020. In this context, China's civil aviation system,
together with other fronts of transportation, was fully committed to fighting the
Epidemic, ensuring stability, and promoting development. The epidemic prevention
and control were effective and efficient, and the transportation guarantees were
smooth and efficient. Therefore, the resumption of work and production led the
world and aviation was safe and orderly. China’s civil aviation has always resolutely
implemented the requirements on the epidemic prevention and control with a high
degree of executive force, providing strong support and guarantee for the strategic
deployment and tactical operations for the country’s overall epidemic prevention
and control.

In the first half of 2020, due to the Epidemic, the aviation business of Meilan
Airport has also been severely impacted. With the Epidemic under control and
implementation of various supporting policies after the introduction of the policy on
construction of Hainan Free Trade Port, Meilan Airport took a number of measures
to resume work and production and actively developed the main business market
of aviation. Meanwhile, Meilan Airport proactively paid attention to and prepared
for the resumption of international and regional routes, vigorously promoted the
development of the routes of the Seventh Freedom of The Air, contributing to the
construction of the Hainan Free Trade Port.

With consent from the Civil Aviation Administration of China (the "CAAC"), the
implementation of the Airspace Adjustment Plan in Hainan (& /b [& Z2 38 8 & 77
22)) commenced from 27 February 2020. The airspace of Hainan Province will be
structured into two parallel routes from a single channel mode, which will enhance
Hainan's civil aviation operation in three aspects, i.e. “safety, efficiency, and
capacity”. The airspace adjustment can ensure the continuous and smooth take-
off and landing of the inbound and outbound flights, improve the airspace carrying
capacity of Hainan, and help further improve the normal rate of flights of Meilan
Airport.

As compared to 2019, Meilan Airport has added 64 new routes, including 63
domestic routes as well as 1 international and regional route in 2020. The total
passenger throughput for the year reached 16.4902 million, flight takeoff and
landing up to 129,726 times and cargo and mail volume up to 222,373.50 tons, with
a year-on-year decrease of 31.91%, 21.28% and 31.02%, respectively. The decline
in major business indicators was mainly due to that as affected by the Epidemic,
China and other places of the world adopted various emergent public health
measures and other actions to curb the spread of the Epidemic, including a certain
degree of control over the movement of people and traffic, and Meilan Airport
suspended the international and regional flights since 29 March 2020. Through
proactive efforts for resumption of work and production, Meilan Airport’s production
recovery was at the top among domestic airports. In 2020, its passenger throughput
ranked 16th amongst civil airports in China, 1 place up from the previous year.
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OVERVIEW OF NON-AVIATION BUSINESS

In 2020, the non-aviation business of the Group maintained growth momentum and
achieved annual revenue of RMB906,526,616, representing a year-on-year increase
of 4.56% and accounting for 66.19% of the Group's total revenue.

In 2020, with further opening of the off-shore duty-free policy, Meilan Airport Off-
shore Duty-free Shop increased its promotional efforts, resulting in a significant
increase in its off-line sales amount, leading to an increase in franchise income
of the Group and good performance in revenue from non-aviation business of the
Group.

In 2020, the Group recorded franchise income of RMB558,722,588, representing
a year-on-year increase of 35.35%; freight and packaging income reached
RMB92,986,239, representing a year-on-year decrease of 9.41%; hotel income
amounted to RMB84,502,051, representing a year-on-year decrease of 16.54%;
VIP room income reached RMB70,422,336, representing a year-on-year decrease
of 6.93%; rental income reached RMB25,450,351, representing a year-on-year
decrease of 65.97%; car parking income reached RMB14,749,541, representing a
year-on-year increase of 1.04%.

PHASE Il EXPANSION PROJECT

As of the end of 2020, the flight area, terminal and other projects of the phase I
expansion project of Meilan Airport (the “Phase Il Expansion Project”) had been
successfully completed. Meilan Airport is going all out to promote the construction
of supporting projects including road and bridge project and new tower.

According to the construction schedule, in 2021, the ending of the works will be
accelerated for the Phase Il Expansion Project, to lay a foundation for the complete
transfer and commissioning of the Phase Il Expansion Project.

Phase Il Expansion Project, as a major landmark project for the construction of
Hainan Free Trade Port, is benchmarked against world-class airports, and aims to
achieve free and convenient passenger access and transportation of Hainan Free
Trade Port and create an air portal of Hainan Free Trade Port. After the Phase Il
Expansion Project is put into use, it can realize the efficient connection of Hainan
Free Trade Port with other countries and cities around the world, and promote the
development of Hainan Province into a regional aviation gateway hub facing the
Pacific Ocean and the Indian Ocean, which is of vital significance for building Meilan
Airport into a regional aviation hub in Southern China and Southeast Asia.
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TERMINAL COMPLEX PROJECT

Situated on the north side of Meilan Airport, the terminal complex project has a
gross floor area of 315,300 sq.m. The project has multiple business patterns and
functions and encompasses the commercial building, the hotel building, GTC
(Ground Traffic Center, a traffic hub) and the parking building. The commercial
building brings together various business patterns, including off-shore duty-free
shopping, Hainan featured products shopping, outlet and food court.

GTC on the ground floor of the terminal complex project integrates inter-city
express, bus, high-speed railway and taxi and other transportation tools, forming a
land-based three-dimensional transportation service system for Meilan Airport, and
providing multiple and convenient traffic services for travelers. In 2020, 6 new bus
routes were opened, with 63,007 departures carrying 881,884 passengers; 5 new
intercity routes towards Danzhou and Wenchang and other cities were opened, with
7,029 departures carrying 146,009 passengers; 913,959 taxis accessed the center
and carried 1,174,287 passengers. In addition, the roundabout high-speed railway
and suburban trains of Hainan pass directly to GTC and passengers can reach GTC
from the terminal of Meilan Airport in the fastest speed of only 3 minutes.

Affected by the Epidemic, the room occupancy rate of Meilan Airport Hotel was
70.58%, and about 290,000 guests were given reception, representing a sharp
decrease as compared to the same period of last year. In 2020, Meilan Airport
Hotel completed entry quarantine tasks for five batches of foreign passengers
and achieved initial results of safety without accidents or confirmed cases. Meilan
Airport Hotel won the “Advanced Anti-epidemic Unit in Cultural Tourism Industry”,
the 20th Golden Horse Award of China, and the 15th China Hotel Starlight Award
for its outstanding epidemic prevention work results and excellent service quality.

The parking building of the terminal complex project has 3,315 parking lots,
equipped with intelligent access gate system and self-service payment machine,
which significantly improved traffic efficiency. In 2020, a total of 1,490,001 vehicles
accessed the building.

Duty-paying commerce of the terminal complex project is situated on the south side
of the second to fifth floors of the aviation tourism city of the terminal complex,
with a gross floor area of approximately 78,000 sq.m., of which approximately
12,859 sq.m. is retail business area and approximately 3,180 sq.m. is catering area.
The outlet stores in the terminal complex project gather approximately 109 well-
known brands at home and abroad. As of the end of 2020, the number of stores
opened in the terminal complex project reached 142.
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THE PROGRESS OF PROPOSED ISSUANCE OF
NEW DOMESTIC SHARES AND PROPOSED
ISSUANCE OF NEW H SHARES

References are made to the circulars of the Company dated 28 April 2017, 6 March
2018, 18 April 2019 and 7 January 2020 in relation to, among other things, the past
Haikou Meilan International Airport Company Limited (the “Parent Company”)
subscription and the past new H shares issue and the extension of validity period of
the shareholders’ resolutions and authorisation granted to the Board in relation to
the past Parent Company subscription and the past new H shares issue.

According to the past Parent Company subscription, the Parent Company agreed to
subscribe for the new domestic shares, which include:

(1) 189,987,125 new domestic shares as consideration for the transfer of the
Phase | runway assets by the Parent Company to the Company; and

(2) 12,500,000 new domestic shares by cash at an aggregate subscription price
of RMB100,000,000 (equivalent to approximately HK$111,632,061), at the
subscription price of RMB8.00 (equivalent to approximately HK$8.93) per
new domestic share.

Pursuant to the past new H shares issue, the Company may proceed to place
not more than 200,000,000 new H shares to qualified institutional, corporate and
individual and other investors.

The validity period of the shareholders’ resolutions and authorisation granted to
the Board in relation to the past Parent Company subscription and the past new H
shares issue expired on 25 June 2020.

References are made to the announcement of the Company dated 24 July 2020
and the circular of the Company dated 20 August 2020 in relation to, among other
things, the Parent Company subscription and the new H shares issue. On 24 July
2020, the Company and the Parent Company entered into the Parent Company
domestic shares subscription agreement (the “2020 Parent Company Domestic
Shares Subscription Agreement”), pursuant to which the Parent Company agreed
to subscribe for the subscription shares, being not more than 140,741,000 new
domestic shares as consideration for the transfer of the Phase | runway assets by
the Parent Company to the Company. There is no other material change on the
terms of the 2020 Parent Company Domestic Shares Subscription Agreement
as compared to those of the past Parent Company domestic shares subscription
agreements, except for the adjustments on the subscription price, number and
method for the subscription shares. Meanwhile, the Board proposed the new H
shares issue (i.e. issue of not more than 155,000,000 new H shares).
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The Company convened the extraordinary general meeting, H shareholders
class meeting and domestic shareholders class meeting on 18 September 2020
to consider and approve relevant resolutions in relation to the Parent Company
subscription and the new H shares issue. Each of the completion of the Parent
Company subscription and the new H shares issue shall be subject to certain
conditions precedent. For details, please refer to the circular of the Company dated
20 August 2020. As of the date of this annual report, none of such conditions
precedent were satisfied or waived. The Company will notify the shareholders
and potential investors of the Company with the information on the progress of
the Parent Company subscription and the new H shares issue in the future (if
necessary).

INTELLIGENT AIRPORT CONSTRUCTION

In 2020, in accordance with the overall planning on intelligent airport construction,
Meilan Airport implemented the requirements of the CAAC on construction of the
“Four Types of Airport” (i.e. “Safe Airport”, “Green Airport”, “Smart Airport” and
“Humanistic Airport”). Relying on scientific and technological progress, reform
and innovation, and collaborative sharing, Meilan Airport discharged management
responsibilities through the full-process, all-element, and all-round optimization, to
achieve strong guarantee for safe operation of Meilan Airport, fine and intelligent
production management, and convenient and efficient passenger travel and to
build an airport management system of “smart services, smart security, and smart
operations”.

In the early stage of outbreak of the Epidemic, the Group immediately adopted
a number of intelligent measures for epidemic prevention and control:
urgent application of a military-level full-automatic infrared thermal imaging
temperature measurement and warning system, which realizes rapid detection
of body temperature in a non-contact manner and plays an important role in
quickly identifying high-risk passengers, to implement passenger temperature
measurement in the first time; use of intelligent disinfection robots to reduce the
workload of front-line employees to carry out disinfection for the overall terminal
building; construction of a health code scanning system at the entrance to the
terminal, a health code interception system at the security check channel, and a
information recording system at the special check channel for passengers traveling
from Haikou to Beijing at the fastest speed to integrate the civil aviation health
declaration with the health code of Hainan.
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In June 2020, the pilot full-process security project of Meilan Airport started trial
operation. At present, 8 sets of face recognition check-in equipment, 2 sets of face
recognition baggage check-in equipment, 2 sets of single-gate passenger check
gates equipped with the function of face recognition security check-in, and 5 sets
of face recognition boarding gate equipment have been installed; Meilan Airport
completed the construction of the AOCC (Airport Operations Control Centre)
weak current engineering, unified and integrated the airport’s information system,
and introduced new technologies to design weak current information functions
according to their respective functions, management areas, and specialties, to meet
the safe operation requirements of the current rapid development mode of Meilan
Airport; it completed the construction of the basic technical framework of big data,
formulated data access standards and specifications, and built a data sharing and
exchange platform. In October 2020, it started the preliminary work of data sharing
with Qionghai Boao Airport and other small and medium airports.

OUTLOOK

In 2021, as the world economic situation is still complex and severe, the global
economic recovery is unstable, and the degree of economic recovery among
countries is uneven, various derivative risks caused by the Epidemic still exist
and are expected to continue to affect the stability and development of the world
economy.

The year 2021 is the first year of the “14th Five-Year” Plan and a year of special
importance in the process of China’s modernization drive. Adhering to the general
principle of seeking progress while maintaining stability, China, based on the new
development stage, will implement the new development concept to build a new
development pattern with promoting high-quality development as the theme, with
deepening the supply-side structural reform as the main line and with reform and
innovation as the fundamental driving force, and follow the system concepts to
consolidate and expand the results of the Epidemic prevention and control and
economic and social development, and better coordinate development and security.
In addition, it will solidly proceed with the “six stabilizations” (i.e. “stabilization
of employment”, “stabilization of finance”, “stabilization of foreign trade”,
“stabilization of foreign investment”, “stabilization of investment” and “stabilization
of expectations”), fully accomplish the “six guarantees” tasks (i.e. “guarantee
of resident employment”, “guarantee of basic people’s livelihood”, “guarantee
of market players”, “guarantee of food and energy security”, “guarantee of the
stability of the industrial chain and supply chain”, and “guarantee of grassroots
operations”), and implement macroeconomic policies in a scientific and accurate
manner, striving to maintain economic operation within a reasonable range. China
will stick to the strategy of expanding domestic demand, strengthen strategic
support for science and technology, and expand high-level opening up.
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In response to the various measures of the Chinese government to comprehensively
deepen reform and opening up and in order to firmly grasp the historical
development opportunity of construction of Hainan Free Trade Port, Hainan Province
will highlight integrated innovation of systems and fully integrate the same into the
new development pattern, to accelerate the cultivation of new cooperation and
competition advantages with the characteristics of Hainan. It will build a modern
industrial system, lead the country in promoting high-quality economic development,
strengthen strategic support for science and technology, and accelerate the
construction of Hainan Free Trade Port.

In 2021, Hainan Province will endeavour to build a “1+N" transportation planning
system and build a safe, convenient, efficient and green modern comprehensive
transportation network in accordance with the planning vision as proposed in
the “14th Five-Year” Plan, and implement various industry development policies
according to the requirements of “free and convenient transportation”, to fully
support the construction of Hainan Free Trade Port. As the airport in the capital city
of Hainan Province, Meilan Airport will proactively promote the phase Il expansion
project of Meilan Airport in accordance with the requirements of the “14th Five-
Year” Plan of Hainan Province. It will continue to leverage its own advantages
and seize opportunities arising from favorable policies to achieve comprehensive
exploration and innovation and make active contributions to the development of
Hainan Province into a regional aviation gateway and hub facing the Pacific and
Indian Oceans.

In accordance with the spirit of the 2021 Provincial Business Work Conference of
the Department of Commerce of Hainan Province, Hainan will continue to optimize
the business environment, strengthen integrated innovation of systems, and build
Hainan Free Trade Port with high quality. It will further promote consumption, drive
the implementation of relevant off-shore duty-free policies as soon as possible, and
optimize the domestic trade circulation network. With more efforts on attracting
investment to stabilize the growth of foreign investment, it will also plan a number
of major foreign investment projects, promote the high-quality development of
foreign trade, and implement the cultivation of new business types and models of
foreign trade. While deepening the innovative development of service trade in an
all-round way, it will proceed with the implementation of the negative list of cross-
border service trade. Foreign investment cooperation will be promoted to further
improve the convenience of foreign investment. The continuous release of benefits
of the off-shore duty-free policy and the gradual optimization of the business
environment are believed to bring more development opportunities and more
considerable returns to the Group.
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The Group will proactively carry out the Epidemic prevention and control in
accordance with the requirements of governments at all levels, and earnestly
provide guarantee for flights; meanwhile, the Group will communicate with the
market through multiple channels to strengthen the relationship with investors
and promote the effective enhancement of the Company’s corporate value and
ensure the standardized corporate governance of the Company and the healthy and
sustainable development of Meilan Airport so as to provide all the shareholders with
more brilliant achievements.

Promote Transformation and Upgrade, Strive for Win-
Win in Output Quantity and Operation Quality

In 2021, in order to facilitate Hainan Province to achieve the goal of building a “1+N"
transportation planning system, the Group will:

- closely connect with provincial and municipal governments to follow up the
opening of Haikou international port, pay attention to the development of
the Epidemic, and make coordination and preparations for the resumption
of international and regional routes; seize market opportunities and actively
communicate with airlines to promote the implementation of the policy on
the Seventh Freedom of The Air, to accelerate the construction process of
Hainan Free Trade Port;

- fully boost the flight time expansion after the launch of the Phase Il Expansion
Project, to remove the bottleneck restriction of the development of Meilan
Airport and open up the space for future development; and

- continue to deepen the service management system under the guidance
of the construction of “Four Types of Airport”; strengthen service training
management, proceed with top-level design by leveraging on system
construction, and improve the access mechanism for service management
personnel; promote the improvement of service quality through the
creation of “competitive products” and “famous brands” and enrich the
core of humanistic airport construction; consolidate the achievements of
the 2020 “Service Quality Brand Building” special action, and organize all
units to conduct benchmarking self-examination and professional review in
accordance with the Service Quality Evaluation Indicators for Civil Airports
in China (B R B #15 R 15 E £ 5FEE1E)) and formulate rectification and
improvement measures for problems found in the review.
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Stick to Core Capability Construction, Constantly Clutch
Attention on Safety

In 2021, in accordance with the system review guidelines and guidance materials of
the CAAC, the Group will continue to carry out SMS (Safety Management System)
management reviews for each secondary department, review the implementation
of SMS at the grassroots level, and identify the direction and focus of continuous
improvement of Meilan Airport’'s SMS, to promote the improvement of safety
management of Meilan Airport, strengthen the construction of the investigation
system and the improvement of supervision capabilities, and promote the
systematism and standardization of review. It will continue to carry out the “Three-
year Action for Special Safety Rectification” to improve the safety assessment and
evaluation mechanism of Meilan Airport.

Firmly Deepen Efficiency Promotion and Solidly Develop

Brand Improvement

In 2021, the Group will make every effort to promote the operation of the Phase |l
Expansion Project. For the brand-new operating environment and characteristics,
Meilan Airport will build a supporting system based on the existing operation
management system to conduct drills for the guarantee process that will be faced
after the Phase Il Expansion Project is put into operation, including the adjustment
of shift from “single terminal, single runway” to “double terminals, double
runways”, as well as the guarantee process for domestic passengers entering and
leaving the Phase Il terminal of Meilan Airport, the guarantee process for irregular
flights, the guarantee process for special passengers, etc. The Group will proactively
explore the establishment of a management and control mechanism in line with
Meilan Airport’s operation law, to effectively improve the overall efficiency of airport
operations.

In 2021, Meilan Airport will continue to improve the construction of AOCC,
complete the streamlining for AOCC function positioning, system architecture,
seat layout, operation mode, etc., and explore the grid operation mode featured
by cooperation between all guarantee units and all on-site units to substitute the
previous single-line process operation mode, and implement the "all-weather, full-
coverage, and full-process” data upload and download mode based on the A-CDM
(Airport-Collaborative Decision Making) and other information systems to break
information barriers and improve the overall operation level of Meilan Airport.

In 2021, Meilan Airport will start capacity assessment in due course depending on
the actual situation of Meilan Airport in accordance with the requirements of the
Notice on Further Strengthening Airport Capacity Management (Ju Fa Ming Dian
[2016] No. 2657) (KBEARNE—F s iis R 2B R TENBM) (/B HE(2016]2657
%)) issued by the CAAC, to support the construction of Hainan Free Trade Port
through the expansion of flight time.
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In 2021, the Group will solidify the achievement of brand building with full efforts,
strengthen international cooperation, take the idea of “providing genuine services
and building a humanistic airport” as the guidance, focus on meeting the needs of
passengers, continuously improve its brand work system and promote the efficient
operation of branding system. Through scientific organization and standardized
management, it is expected that the commercial value of brand will be finally
realized.

Spare No Effort to Build a Comprehensive

Three-Dimensional Transportation Center

In 2021, the Group will continue to fully take advantage of favorable policies on
development of the civil aviation industry, step up route development of Meilan
Airport, expand route coverage network, proactively advance the implementation
of the policy on the Seventh Freedom of The Air, promote Hainan Province to give
full play to its role as a strategic fulcrum of the “Maritime Silk Road”, strengthen
the construction of international ports and cross-border e-commerce, international
distribution and international re-export functions, and build an aviation logistics
network linking Australia, New Zealand and Southeast Asia leveraging on the
opportunities arising from the air cargo encouragement policy of Hainan Province.
The Group will also continue to step up its efforts in preparations for putting the
Phase Il Expansion Project into operation and strive to cultivate Meilan Airport as a
comprehensive three-dimensional transportation center with its base in Northern
Hainan, which faces the entire Hainan Province and radiates in Southeast Asia.
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Assistant to the General Manager
Flight Area Management Department
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In the first week of the outbreak of the Epidemic, Li Qian slept less
than 3 hours a day, and walked 20,000 steps a day at the airport in a
fast manner; she proactively interpreted the policies of the epidemic
prevention headquarters at all levels and lead the team to adjust and
optimize on-site epidemic prevention and control measures for more than
150 times; although she had to liaison with more than 20 units including
Hainan Provincial Department of Transportation, Hainan Provincial
Health Commission, the Civil Aviation Work Office of Hainan Provincial
Government and airlines, she could still remember the name and

responsibilities of each contact person.
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As the medical commander of the Meilan Airport Epidemic Prevention
and Control Working Group, Zhang Liping did not keep a slack hand in
the face of the Epidemic. Since 23 January 2020, she had led the team to
get into a state of fight against the “Epidemic” and stayed at the post for
8 days. Their tasks shifted from daily clinical reception to the “frontline
of epidemic prevention” - preliminary screening of suspected infected
persons with fever and cough, escort and transfer of those who were
diagnosed with COVID-19, etc.
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Taking into account the food hygiene and safety issues during the
epidemic prevention period, Zhu Shengzhou took the initiative to
communicate with the food supply unit to replace the tableware in the
guest area with disposable tableware, cancel the buffet service in each
area and change it into set meal service, and stop cooking station meal
supply for domestic first-class cabins to ensure a clean and hygienic
dining environment for passengers. Regarding the adjustment of the meal
services, Zhu Shengzhou went to the scene to proactively understand
guests’ opinions and suggestions on the changes in the meal supply
mode, and made timely adjustments.
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In the past year, in order to fight the Epidemic, all employees
of Meilan Airport worked silently for epidemic prevention.
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Flight Area Management Department
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Wu Qingyu

Manager

Procurement Management Center
Engineering Power Department
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In order to strengthen the security of Meilan Airport, starting on the 30th
of the Lunar New Year, He Ding and his colleagues began to perform new
tasks, including check of passengers to see whether they carried contraband
and measurement of each passenger’'s body temperature. During the
change of shifts, everyone seized the time to take a break, but He Ding
did not relax vigilance and would often inspect the scene. If he found a
passenger who was not wearing a mask, he, although taciturn in daily life,
would walk forward to remind him softly and gave him a warm reminder to
show his care for the passengers.
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Wu Qingyu, with many years of experience in procurement management
and supplier resource information, took the lead in material procurement
after the official establishment of a medical material guarantee team
during the Epidemic. In view of short supply of materials and stagnation of
procurement, when the team members were unable to solve the problems,
Wu Qingyu finally obtained information on nearly 700 suppliers in the
medical system after several setbacks. Wu Qingyu led five employees of
the procurement management center and made nearly 300 calls in a single
day. They believed in repeated calls and inquiries, and would not give up as
long as there was a glimmer of hope.
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With the spread of the Epidemic, passengers became more concerned
about whether their flights could take off and land normally, the number of
calls to the call center of Meilan Airport soared, and the total number of daily
calls received was three times the total number of calls received in daily
work or above. As a member of the call center of the Terminal Management
Department of Meilan Airport, Liu Jiao patiently and meticulously answered
guestions and solved troubles for passengers through her voice over the
radio waves.
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Affected by the Epidemic, the apron tower of the Navigation and Operation
Management Department of Meilan Airport provided guarantee for
the flights during the Spring Festival and fully supported the epidemic
prevention and control, so that during the Epidemic, the take-off and landing
of the inbound and outbound flights of Meilan Airport, support for medical
personnel in Hubei, epidemic prevention materials transportation, etc. were
carried out in an orderly manner.
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He Ding
Security Officer
Security Checkpoint

Liu Jiao
Operator
Terminal Management Department
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In addition, there were airport freight transport workers who provided full guarantee for the itz o BEEEREER 2 HREHRMEERETRL

transportation of epidemic prevention materials to fight against the Epidemic, air-conditioning
disinfection pioneers who cleaned and disinfected more than 2,000 filter screens for air-
conditioning equipment in the terminal buildings, patrol members of China Security &
Protection who ensured that passengers could enter and leave the airport in an orderly
manner, etc. They used the days when they could not be reunited with their families to
exchange for more family reunions. Because of their dedication, Meilan Airport was able to
successfully achieve the 22nd safety operation year under such a severe situation, win initial
victory in the epidemic prevention and control, and ensure the safe take-off and landing of
every flight and every passenger.
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MANAGEMENT DISCUSSION AND ANALYSIS
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BUSINESS ENVIRONMENT

Civil Aviation Industry of China
In 2020, facing the impact of the Epidemic, the aviation industry of China firmly

&3 B 3

established a people-centered thought, earnestly and constantly coordinated
epidemic prevention and control and civil aviation safety, and continuously
strengthened its political responsibility; based on accurate recognition of changes, it
made responses to the Epidemic in a timely manner; scientific and effective policies
and measures were adopted for active response to changes; it also proactively seek
changes, to further deepen remediation for hidden dangers; it thought of changes
based on a strong foundation and the safe development was solid and stable,
ensuring that the safe operation of the industry was stable and controllable, and its
safety level remained in the forefront in the world, which provided strong support
for the high-quality development of civil aviation and the successful conclusion of
the “13th Five-Year” Plan.

In 2020, transportation aviation in China achieved a new safety record of 124
months and 89.43 million hours of continuous safe flight and safely transported 4.62
billion passengers, making a record of air defense safety for eighteen years.

During the “13th Five-Year”
anniversary of safe flight of transportation aviation. The scale of civil aviation fleet of
China reached 6,747 flights, the total mileage of national air routes reached 237,000
kilometers, and the total investment in infrastructure construction was RMB460.8

Plan period, the entire industry has achieved the 10th

billion. The number of certificated transportation airports has increased to 241, of
which of which 39 were with an annual passenger traffic volume of more than 10
million passengers.

From 2016 to 2019, the average annual growth rate of the three major indicators
of China’s civil aviation, i.e. total transportation turnover, passenger transportation,
and cargo and mail transportation, reached 11.0%, 10.7%, and 4.6%, respectively;
the passenger turnover of civil aviation in 2019 accounted for 33.1% of the national
comprehensive transportation system, representing an increase of 8.9 percentage
points; during the period from 2016 to 2019, the civil aviation industry achieved a
total profit of RMB230.64 billion (the total profit during the “12th Five-Year” Plan
period was RMB47.19 billion).

As of the end of 2020, the flight punctuality rate of China’s civil aviation industry
reached 88.52%, exceeding 80% for three consecutive years, representing an
increase of 20 percentage points from the end of the “12th Five-Year” Plan period;
233 airports across the country realized paperless travel for domestic flights. 41
domestic airlines implemented the “tiered rate” for ticket refunds and changes
and signed bilateral air transport agreements with 128 countries or regions,
including 100 countries along the “One Belt and One Road"”, and maintained regular
passenger and cargo navigation with 64 countries.
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MANAGEMENT DISCUSSION AND ANALYSIS

During the “13th Five-Year” Plan period, China’s civil aviation industry developed
rapidly and airlines continued to strengthen their competitiveness. The airport
network layout has become more reasonable and air traffic control service
capabilities have been steadily improved. The safety and security of China's civil
aviation industry are world-leading, and technical support has improved significantly.
The industrialization of general aviation is gaining momentum with more cooperation
and exchanges with international civil aviation cooperation, and an independent
innovative development system has taken shape for the civil aviation. China has
basically realized the “transition and advancement” from a large country of air
transport to a single powerful country of air transport.

The Company will pay close attention to the development of domestic aviation
industry in 2021, and prepare for the unknown factors beforehand. The Company
will conduct in-depth study of national policies, while ensuring safe operation, make
good use of policies and flexible use of strategies. Efforts will be made to optimize
the Company’s development environment, and constantly consolidate and enhance
the position of Meilan Airport among medium-to-large-sized domestic airports in
China.

Profile of Tourism in Hainan

In 2020, the tourism in Hainan was greatly affected by the Epidemic. In this context,
Hainan Province, based on the unique policy of building Hainan Free Trade Port,
has conducted in-depth research on the tourism needs of Chinese and foreign
consumers in the domestic and international double cycles, to explore new paths
for connecting and serving tourism consumption, and accelerated the construction
of an international tourism consumption center, with a view to achieving the goal
of "building Hainan into an internationally renowned shopping paradise, health care
paradise, and holiday paradise”.

The year of 2020 is the first year for the construction of Hainan Free Trade Port.
In order to promote the construction of Hainan Free Trade Port and drive the deep
integration of tourism, culture, broadcasting, television and sports, the tourism
and culture system of the province successfully accomplished various activities
including the International Tourism Consumption Year, Hainan Rural Tourism and
Cultural Festival, and Hainan International Tourism Island Merry-Making Festival,
which greatly promoted economic development and the upgrading of tourism and
cultural consumption. The construction of international tourism consumption center
has achieved important progress and made contributions to the economic and social
development of the province.
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MANAGEMENT DISCUSSION AND ANALYSIS
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In 2020, due to the Epidemic, the number of domestic and foreign tourists received
in Hainan Province amounted to 64.5509 million and the total revenue from tourism
was approximately RMB87.286 billion, representing a year-on-year decrease of
22.3% and 17.5%, respectively. Hainan Province is one of the regions with the best
tourism recovery in the country under the impact of Epidemic.

The year of 2020 is the final year of the “13th Five-Year” Plan. In the past five years,
Hainan Province has focused on the tasks of reform, development and stabilization,
and implemented a series of major projects, major policies and major initiatives
that “benefit the present and the long term”. The goals and tasks set in the “13th
Five-Year” Plan have been basically accomplished, and breakthroughs have been
made in the development of tourism, laying a solid foundation for the construction
of international tourism consumption center with world influence. During the “13th
Five-Year” Plan period, Hainan Province received a total of 352 million domestic and
foreign tourists, and achieved a total tourism revenue of approximately RMB436.491
billion.

During the “13th Five-Year” Plan period, Hainan Province has introduced world-
renowned tourism groups including TUI Group of Germany and Carnival Corporation
& PLC of America, as well as 14 Chinese tourism enterprises including China
Tourism Group and Ctrip Group, to set presence in Hainan. Atlantis Sanya,
Sanya Haichang Fantasy Town, Haikou Changying Wonderland and other tourist
complexes have opened one after another; with highlights of tourism marketing,
Hainan Province implemented the visa-free entry policy for people from 59 countries
and foreign tourism and cultural exchanges achieved fruitful results; while the
entertainment industry developed vigorously and the cultural and creative intangible
heritage industry was expanded, the strategy of “one core and multiple points”
was adopted to promote the construction of a southern base for national sports
training, and thus the integration of sports and tourism was continuously deepened.
Many domestic and foreign film, television and culture enterprises have settled in
Hainan, and the integration and development of tourism and culture, cultural relics
and sports industries have gradually deepened; with the continuous enrichment
of the building of “points” including hotels, resorts, and tourist attractions, the
continuously strengthened connection of “lines” including tourism highways and
tourism stations, and the constant advancement of the construction of “planes”
including tourist service facilities and talent team construction, the construction of
tourism demonstration province was propelled in an all-round way and the basic
conditions were constantly consolidated. At the same time, the public service level
has been effectively improved, to promote tourism, culture, sports, broadcasting,
and television to open a new chapter, the tourism consumption environment has
been continuously optimized, and the order of the tourism and culture market has
continued to improve amidst stabilization.
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MANAGEMENT DISCUSSION AND ANALYSIS

Key Tourism Projects of Hainan

In 2020, the Epidemic caused slow progress in the construction of key projects in
Hainan Province. After the resumption of work and production, the governments at
all levels in Hainan Province made every effort to promote the construction of key
tourism projects.

The Haikou International Duty-free City project is located on the west coast of
Haikou City, with a planned area of approximately 675 Mu, a gross floor area
of approximately 926,000 square meters, and the planned total investment of
approximately RMB12.8 billion. The project consists of six plots and is a large-scale
international tax-free complex including tax-free commerce, office building, service
apartment, residence, star-rated hotel, and business street. On 31 December 2020,
the above-ground steel structure of the duty-free commercial center in the Haikou
International Duty-free City project was officially capped. According to the schedule,
the duty-free commercial center is expected to be put into use on 30 June 2022.
After completion, it will be the largest duty-free shopping mall in Asia. The Haikou
International Duty-free City project is a demonstration project for Hainan to build
an international tourism consumption center. It carries the important mission of
upgrading Hainan's tourism business development model and stimulating Hainan’s
tourism consumption.

The construction of Hainan Roundabout Tourism Highway officially commenced on
31 December 2020. The project is an important infrastructure for the construction
of Hainan Free Trade Port and an international tourism consumption center, with
the goal of creating the most beautiful and modern highway. With a total budgeted
investment of approximately RMB14.39 billion, the main line is 988.2 kilometers
long and runs through 12 coastal cities and counties including Haikou, Wenchang,
Qionghai, Wanning, Lingshui, Sanya, Ledong, Dongfang, Changjiang, Danzhou,
Lingao and Chengmai and Yangpu Economic Development Zone, and organically
connects 9 types of 84 landscape areas, 22 coastal headlands, 25 lighthouses,
68 characteristic bays, 16 mangroves, 40 stations, 31 scenic spots above A-level,
21 tourism resort areas and 261 coastal scenic spots and historic sites along the
way, forming a “Pearl Necklace” around the island of Hainan. Upon completion,
the project will vigorously promote the leapfrog development of Hainan's tourism
industry in terms of resource integration, element concentration, investment
construction, business type innovation and operation management, providing
important support for Hainan Free Trade Port to accelerate the construction of a
new development pattern.
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MANAGEMENT DISCUSSION AND ANALYSIS

EREN RPN

China Hainan Ocean Flower Island, located in Danzhou, Hainan, with a total
investment of approximately RMB160 billion, brings together 600 international
elite design masters and strives to become a cultural tourist destination that
global tourists aspire to. It contains 28 business types including the international
conference center, international convention and exhibition center, villa hotel, ocean
parks, rare and characteristic botanical garden, rare plant museum, five-country
hot spring town, wedding manor, film and television base, museum, cultural and
entertainment town, international shopping center, style commercial street, style
food street, tea bar street, sports and fitness center and yacht club. The project was
put into trial operation on the New Year's Day of 2021 and certain tourism projects
were opened for business.

The successive constructions and operations of these key tourism projects will
invigorate tourism in Hainan and contribute to a new development situation of
the "all-area tourism” of Hainan. Besides, with the convenience brought by the
roundabout railway to passengers, the passenger throughput of Meilan Airport
can return to the previous normal level in a short time after the Epidemic is under
effective control and the future growth potential remains promising.

The Group will closely focus on the tourism development trends in Hainan Province,
and actively cooperate with the local governments to implement the promotion
work of tourism products. The Group will seize the development opportunity and
contribute to the new height of passenger throughput and cargo and mail volume in
Meilan Airport.

Transportation Situation within the Island

The year of 2020 is the final year of the "13th Five-Year” Plan. Looking back on
the past five years, the transportation industry in Hainan Province has achieved
leapfrog development. The investment in transportation infrastructure reached a
record high, the infrastructure network is gradually improved, and the “expressway
connecting to all counties” has been successfully completed; the “Five Ports in
Four Direction” pattern has been more optimized, significantly improving the port
service guarantee capabilities; the overseas routes of civil aviation exceeded one
hundred, the “4 hours and 8 hours flight economic circle” was initially established,
and the transportation of the province has taken a big step from “basic adaptation”
to “moderate advancement”, which has laid a solid foundation for the high-quality
development of transportation of Hainan Province during the “14th Five-Year” Plan
period and provided a strong guarantee for accelerating the construction of Hainan
Free Trade Port.
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MANAGEMENT DISCUSSION AND ANALYSIS

In respect of railways, the Baotou-Haikou High-speed Railway traverses the
north and south ends of mainland China. Starting from Baotou, Inner Mongolia
in the north, it goes southwards after Ordos and passes through a number of
cities including Shaanxi, Chongging, Guizhou, Guangxi and Guangdong, and finally
reaches Haikou, Hainan after crossing the Qiongzhou Strait. The line connects many
important city clusters and directly drives the development of tourism and economy
along the line. The Baotou-Haikou High-speed Railway is expected to be completed
and put into use by the end of 2025. After completion, the railway will form a
new “main artery” in the middle zone of China to promote cultural exchanges and
economic cooperation between Northern and Southern China. As far as Hainan is
concerned, the completion of the Baotou-Haikou High-speed Railway will provide a
new way for tourists from outside the island to travel to the island and promote the
development of Hainan's tourism industry.

In respect of roads, on 31 December 2020, the main line of the section from
Baoting to Haitang Bay of the Wuzhishan-Baoting-Haitang Bay Expressway was
officially opened to traffic, ending the history of no expressway of Baoting. Hainan
has entered the era of “expressway connecting to all counties”, providing a new
boost for Hainan to develop “all-area tourism”.

In respect of the investment and construction of airports, in 2020, the Phase
Il Expansion Project has successfully completed the flight testing, test flight,
completion of main work, industry acceptance of important engineering, and
comprehensive exercise of transfer operations. The Phase Il Expansion Project,
as a major landmark project for the construction of Hainan Free Trade Port, is
benchmarked against world-class airports, and aims to achieve free and convenient
passenger access and transportation of Hainan Free Trade Port and create an air
portal of Hainan Free Trade Port. Meilan Airport, as the provincial capital city airport
of Hainan Province, will proactively promote the phase Ill expansion of Meilan
Airport in accordance with the requirements of the “14th Five-Year” Plan of Hainan
Province.

Off-shore Duty-free

On 1 July 2020, the new off-shore duty-free policy for Hainan was officially
implemented. The duty-free shopping quota for off-shore tourists has increased
to RMB100,000 per person per year. The duty-free limit of RMB8,000 for a single
commodity has been abolished, greatly reducing the commodities subject to limit
on single purchase quantity, and the types of off-shore duty-free commodities have
increased from 38 to 45. Besides, duty-free enterprises launched the online off-
shore duty-free supplemental purchase service in April 2020. Through this channel,
travelers can still use the remaining quota to purchase duty-free commodities
through the online platform within 180 days after leaving the island. After the
“upgrade and expansion”, the off-shore duty-free policy continued to release
benefits, effectively attracting overseas consumption to return in light of the
Epidemic, and helping the sales of off-shore duty-free commodities of Hainan to hit
a record high again.
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MANAGEMENT DISCUSSION AND ANALYSIS

EREN RPN

In 2020, the off-shore duty-free sales of Hainan reached RMB27.48 billion and the
number of customers reached 4,484,000, representing a year-on-year increase of
103.7% and 19.2%, respectively. The annual sales revenue of Meilan Airport Off-
shore Duty-free Shop reached RMB2,815,746,800, representing a year-on-year
increase of 21.82%.

Duty-free enterprises promoted the continuous growth of consumption of duty-
free products across the island through continuous introduction of new brands,
enrichment of product categories, innovation of marketing methods, enhancement
of online and offline integration, optimization of sales structure, improvement of
brand grades and service quality, etc. As of 31 December 2020, Meilan Airport
Off-shore Duty-free Shop had newly introduced high-end watch brands including
Chopard, IWC and Jaeger-LeCoultre. Meanwhile, the duty-free enterprises
proactively cooperated with major media to comprehensively promote the new off-
shore duty-free policy and promotion information. Colorful promotional activities
including anniversary celebration, distribution of consumption coupons, bonus
points for certain amounts of consumption, free Alipay bills, lottery, etc., promoted
the sales of commodities and enhanced the popularity of off-shore duty-free policy.

On 28 December 2020, with the approval of the State Council, the Ministry of
Finance of the People's Republic of China (the “MOF"), the MOC, the General
Administration of Customs of the People’s Republic of China (the “GAC"), and the
State Administration of Taxation (the “SAT") officially approved six new off-shore
duty-free shops in Hainan. The six new off-shore duty-free shops are located in the
two central cities of Haikou and Sanya, covering core locations such as the urban
area and the airport, and the sales area has increased by more than 220,000 square
meters.

Sanya Hainan Tourism Duty-free City, CDF Phoenix Airport Duty-free Shop,
and CNSC Sanya International Duty-free Shopping Park officially opened on 30
December 2020. Hainan Holdings Global Boutique (Haikou) Duty-free City and
Shenzhen Duty-free Haikou Mission Hills Duty-free City officially opened on 30
January 2021. Thus, the number of off-shore duty-free shops in Hainan increased
from four to nine. For consumers, more duty-free shops mean more shopping
choices, richer product categories, and better shopping experience. The opening of
the new duty-free shops will be conducive to the formation of healthy competition
in the off-shore duty-free shopping market in Hainan and promote the healthy
development of the off-shore duty-free industry in Hainan. In the meantime, it also
makes Hainan more attractive and promotes more consumers to choose Hainan as
their travel destination, which in turn drives the increase in passenger throughput
and cargo and mail throughput of Meilan Airport.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS AND REVENUE REVIEW

Overview

In 2020, the civil aviation industry of China underwent numerous tests brought
by the Epidemic. In this context, the Group firmly adhered to the bottom line of
safety, and complied with the epidemic prevention and safety work arrangements
of the country and industry, to overcome the difficulties caused by the Epidemic to
the Group’s business. It organized and mobilized employees to actively participate
in epidemic prevention and resumption of work and production and shoulder
the burden of major transportation guarantee tasks, successfully completed the
transportation of medical personnel, transportation of epidemic prevention materials
and other guarantee tasks, and achieved, as scheduled, the 22nd safety operation
year since the opening of Meilan Airport.

In 2020, the Group’s brand creation achieved results as follows: due to for its
outstanding quality of customer service and social responsibility, it was awarded the
“Service Quality Excellence Award” in the 2019 China Civil Airport Service Quality
Evaluation at the 2020 China Civil Aviation Four Types of Airport Construction
and Development Conference and Achievement Exhibition; and the “Excellent
Enterprise Award for Sustainable Information Disclosure” issued by the Social
Responsibility and Sustainable Development Professional Committee of the
Chinese Institute of Business Administration; it won the honor of “SKYTRAX
Five-star Airport” for the third year and honorary titles including the “Seventh in
SKYTRAX Global Best Airports with 20-30 Million Passengers”, the “38th in The
World's Top 100 Airports of SKYTRAX" and the “SKYTRAX Best Regional Airport
in China”. In the whole year, it won 26 awards at provincial and ministerial-level or
above, including 7 international awards and 11 national awards.

The successful conclusion of China’s civil aviation safety work in 2020 indicates
that the civil aviation of China has successfully completed the “13th Five-Year”
Plan answer sheet. In the severe situation caused by the Epidemic, the civil aviation
of China overcame difficulties, strictly adhered to the bottom line of safety, and
improved service quality. In light of implementation of epidemic prevention and
control measures and the new situation of proactive and normalized efforts for
epidemic prevention and control, the civil aviation of China adhered to the general
principle of seeking progress while maintaining stability, and further consolidated
the foundation of “stability” and promote the quality of “progress” in the overall
promotion of epidemic prevention and control and industry development. All the
production and operation tasks for 2020 were fulfilled satisfactorily.
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MANAGEMENT DISCUSSION AND ANALYSIS
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In 2020, the CAAC issued the Guidelines for Construction of Four Types of Airport
(ruRUI5ERBR)), clarifying the construction goals, basic principles, key
construction aspects and implementation steps of the “Four Types of Airport”,
to guide the construction of “Four Types of Airport” by domestic airports. In
accordance with the construction requirements of the “Four Types of Airport”,
Meilan Airport officially launched the full-process security project in 2018, and was
included in the first batch of demonstration project library consisting of 23 “Four
Types of Airports” across the country. In accordance with the principle of “partial
trial implementation before full implementation”, the pilot projects started trial
operation in June 2020; In order to implement the transformation and reengineering
of the production and operation mode and the upgrading and transformation of
supporting software and hardware, and to provide guarantee for the safe operation
of the dual runways and multiple terminals of airport, in 2020, Meilan Airport
completed the construction of the AOCC weak current engineering, unified and
integrated the airport’s information system, and introduced new technologies
to design weak current information functions covering all system elements for
guarantee of production and operation of the airport according to their respective
functions, management areas, and specialties, to realize overall planning and
resource sharing, meet the safe operation requirements of the current rapid
development mode of Meilan Airport, and improve the airport guarantee capability
and flight guarantee efficiency and the release punctuality rate of flights.

Overview of Aviation Business

In 2020, Meilan Airport and other domestic airports faced the impact of a sharp
decline in business volume brought about by the Epidemic. The Company made
every effort to promote the recovery of aviation business volume of Meilan Airport
through a number of means including proactive communication with provincial
and municipal governments to strengthen policy support, active visit to relevant
aviation enterprises, and intensified publicity. In the domestic aviation market,
Meilan Airport’s flight number in a single month has achieved positive growth since
September 2020 as compared to the same period of last year. In the period from
June to December 2020, Meilan Airport’s production and transportation recovery
ranked among the top five among 13 similar domestic airports with an annual
passenger traffic volume of more than 20 million passengers for seven consecutive
months, and its production and transportation recovery progress was above the
average of the entire domestic civil aviation industry. In 2020, the passenger
throughput of Meilan Airport ranked the 16th among the civil aviation airports in the
PRC, one place higher as compared to the last year.

In order to proactively promote the construction of Hainan Free Trade Port, Meilan
Airport established a special team for the Seventh Freedom of The Air and actively
coordinated with the intentional airlines and charter operators to visit relevant
authorities, to advance the route planning process of the Seventh Freedom of
The Air; to fully develop cooperation partners, it delivered favorable civil aviation
policies and related procedures to more than 100 overseas airlines, airports and
other relevant civil aviation enterprises to develop potential markets; it actively
communicated with overseas airlines on establishment of a base company in
Haikou, in order to develop an international route network centering on Haikou. It
made great efforts to promote the implementation of the routes of the Seventh
Freedom of The Air to accelerate the construction of Hainan Free Trade Port.
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MANAGEMENT DISCUSSION AND ANALYSIS

As of 31 December 2020, Meilan Airport operated a total of 280 originating routes,
including 251 domestic routes, 26 international routes and 3 regional routes;
Meilan Airport extended its reach to 144 cities, including 116 domestic cities, 25
international cities and 3 regional cities; and attracted 54 airlines to operate at
Meilan Airport in total, including 34 domestic airlines, 17 international airlines and 3
regional airlines.

Details of the aviation traffic throughput of Meilan Airport in 2020 and comparative
figures of last year are set out below:
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Epidemic. A breakdown of the Group's revenue from aviation business is as follows:

2020 2019 Change
—ECEH —NF L2
Passenger throughput REFHEGEEN : BAKX
(headcount in ten thousand) 1,649.02 2,421.66 -31.91%
in which: domestic Hep - BN 1,635.00 2,281.51 -28.34%
international and regional B R [ 14.02 140.15 -90.00%
Aircraft takeoff and landing (times) TR ABPR SRR (BB AL - 3R) 129,726 164,786 -21.28%
in which: domestic He: BA 128,479 153,095 -16.08%
international and regional B Nt [ 1,247 11,691 -89.33%
Cargo throughput (tons) ERTELE (BN - W) 222,373.50 322,357.50 -31.02%
in which: domestic He: B{A 219,615.50 298,935.60 -26.53%
international and regional R R @ 2,758.00 23,421.90 -88.22%
The Group's total revenue from aviation business for 2020 was RMB463,005,176, AEB _—_Z T FEFMEEBK AR A A AR
representing a decrease of 34.73% as compared to that of 2019, which was mainly 463,005,1767E TR NFRET34.73% © M
because the aviation business volume of Meilan Airport decreased due to the ZEEBWATHRIZEIRIEBETE ZBHRIBMEER
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Amount Changes

(RMB) over 2019

&8 B-_Z-hF

(AR BE

Passenger service charges MR AR & 232,104,867 -33.66%
Ground handling service income HhH AR 7S & 140,935,947 -37.80%
Fees and related charges on aircraft takeoff and landing TR EE Be K AEL A L B 89,964,362 -32.32%
Total revenue from aviation business M AU A 463,005,176 -34.73%
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MANAGEMENT DISCUSSION AND ANALYSIS

EREN RPN

Overview of Non-aviation Business

In 2020, the non-aviation business of the Group maintained good growth
momentum and achieved annual revenue of RMB906,526,616, representing a year-
on-year increase of 4.56%. Its proportion to the Group’s total revenue recorded to
66.19%.

In 2020, due to the further opening of the off-shore duty-free policy of Hainan and
the increased promotional efforts of Meilan Airport Off-shore Duty-free Shop, the
off-line sales amount increased significantly, leading to an increase in franchise
income of the Group and the good performance in revenue of the non-aviation
business of the Group.

In 2020, the Group recorded franchise income of RMB558,722,588, representing
a year-on-year increase of 35.35%; freight and packaging income reached
RMB92,986,239, representing a year-on-year decrease of 9.41%; the revenue
from operating Meilan Airport Hotel amounted to RMB84,502,051, representing
a year-on-year decrease of 16.54%; VIP room income reached RMB70,422,336,
representing a year-on-year decrease of 6.93%; rental income reached
RMB25,450,351, representing a year-on-year decrease of 65.97%; car parking
income reached RMB14,749,541, representing a year-on-year increase of 1.04%.

FEM 2R R AR
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Amount Changes

(RMB) over 2019

X B-—Z—-hF

(AR¥TT) 25

Franchise income SRS AR 558,722,588 35.35%
Freight and packaging income BEERBERA 92,986,239 9.41%
Hotel income B JE WA 84,502,051 -16.54%
VIP room income EEZWA 70,422,336 -6.93%
Rental income AW A 25,450,351 -65.97%
Car parking income FEIZHA 14,749,541 1.04%
Other income HAb g A 59,693,510 -29.97%
Total revenue from non-aviation business FEM 2 E R A UA 906,526,616 4.56%

Franchise Income

In 2020, the franchise income of the Group aggregated to RMB558,722,588,
representing a year-on-year increase of 35.35%, which was mainly attributable to
the further opening of the off-shore duty-free policy of Hainan. Meanwhile, Meilan
Airport Off-shore Duty-free Shop increased its promotional efforts, resulting in a
significant increase in its off-line sales amount, leading to an increase in franchise
income of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

Freight and Packaging Income

In 2020, the freight and packaging income of the Group aggregated to
RMB92,986,239, representing a year-on-year decrease of 9.41%, which was
mainly due to the decrease in freight business of Meilan Airport as affected by the
Epidemic.

Hotel Income

In 2020, the hotel income of the Group amounted to RMB84,502,051, representing
a year-on-year decrease of 16.54%, which was mainly due to the decrease in the
occupancy rate of Meilan Airport Hotel as affected by the Epidemic.

VIP Room Income

In 2020, the VIP room income of the Group amounted to RMB70,422,336,
representing a year-on-year decrease of 6.93%, which was mainly attributable to
the decrease in the business volume of the VIP room of Meilan Airport as affected
by the Epidemic.

Rental Income

In 2020, the rental income of the Group amounted to RMB25,450,351, representing
a year-on-year decrease of 65.97%, which was mainly attributable to the decrease
in the rental income of the Group due to the partial rental concessions offered by
the Group to tenants during the Epidemic.

Car Parking Income

In 2020, the car parking income of the Group aggregated to RMB14,749,541,
representing a year-on-year increase of 1.04%, which was mainly attributable to
the lease of the operation rights of parking lots of the Company to receive relatively
fixed rental, resulting in a slight increase in the car parking income.

Cling to Safe Production without Loosening

The Group regards safety operation as a “lifeline” for its entire existence and
development. In 2020, the Epidemic posed higher requirements and more severe
tests for the overall safe operation of the civil aviation industry. Based on the core
concept of “zero tolerance for hidden dangers”, the Group actively upgraded its
own safety management by strengthening the following aspects of its work:

The Group conducted a comprehensive summarization on safety management,
and carried out SMS benchmarking and differential analysis in accordance with the
Guidance on Safety Difference Analysis for Transport Airports ((E#i#iS L 2 =&

DHTHIEEMFL)) issued by the CAAC. Benchmarking was performed for a total of
169 detailed items, and 8 safety systems were revised and updated to improve the
connection smoothness of the systems. Internal review was carried out from the
two aspects of the Company’s overall system construction and the implementation
of system by secondary departments to examine the operational efficiency of the
SMS and verify the integrity and maturity of the SMS.
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In strict accordance with the work deployment of the CAAC, the Group conducted
special rectification for apron safety and foreign objects, streamlined and integrated
the systems of apron operating units, and compiled the Apron Management Manual
of Meilan Airport (CEF#ISHITFEIZFM)), to promote the systemization of
apron management and achieve “unified requirements, unified procedures, unified
operations”; the Group organized the base aircraft maintenance unit to optimize
the procedures for determining aircraft damage caused by foreign objects and
information notification, and revised the safety information system of Meilan
Airport to expand information sharing channels; the frequency of runway surface
maintenance was comprehensively increased, and the Group cooperated with
CAAC Hainan Supervision Bureau, on-site aircraft maintenance unit and airlines to
carry out runway inspection on foot.

Following the requirements of “construction of work style, reinforcement of three
fundamental aspects, and adherence to the bottom line” (“three fundamental
aspects” represent grassroots, foundation and basic skills) and centering on with
“three venerations” (i.e. veneration for life, veneration for rules and regulations, and
veneration for duties), the Group implemented safe work style construction, sorted
out the negative list, and provided publicity and education on the safe work style for
safety management personnel and grassroots employees in batches in accordance
with the requirements of the CAAC.

In the early stage of outbreak of the Epidemic, Meilan Airport Epidemic
Prevention and Control Headquarters was established as soon as possible, and
the Implementation Plan for the Epidemic Prevention and Control of COVID-19
at Haikou Meilan International Airport (& 0 3% i BIBR #3537 ) 73 AR 8 35 I A%
EHIETIEE S ZE)), the Temperature Measurement Plan for Inbound and
Outbound Passengers and the Check and Transit Plan for Inbound Passengers (i
HABREANR H R LEBIREBEEEEHZE)) and other documents were quickly
formulated and issued to clarify the division of labor of various departments, divide
the main responsibilities, and fully mobilize employees. The prevention and control
work mechanism of Meilan Airport was formed by clarifying various important
measures. When the domestic epidemic was stabilized, the normalization of
epidemic prevention and control was fully promoted, and Meilan Airport established
a normalized epidemic work mechanism.

In 2020, Meilan Airport insisted on the principle of “safety as the first lifeline of the
civil aviation industry”, integrated the “three venerations” into safe production and
operation, and earnestly implemented the work deployments of the CAAC. Guided
by the construction of the “Four Types of Airport”, Meilan Airport continued to
implement the construction in “three fundamental aspects”, with a view to building
an airport service brand that integrates internal quality and external grade and meets
the development needs of Hainan Free Trade Port, and successfully achieving the
goal of safety operation year.

34

BREZERMBIIENE  RAERBITRZ2MINRYE
BBEATE  MEBESBITEREMSE  RRER
HISHITERTM)  HHRITERRRL  BRIZ
Kigg— - BEFS— - BIER—] BRENRERBE
LM RMIBEMERHTFE A RESBIRIZT - WERT
ERBELEELHE  BAEEATRE  2EIE
THER#ERR  ITHERMAEHEER  HHK
BEMZERRRRBEESRE -

ATHERL - s =5 - FRGJ(=EJAMEE  T&
B REREARN) BEL - U= EHE] (AR 4w
HEASRHRBE) RAK  BERMBENREER
ZEERRRIE MEAEEE  HHR2EEA
8 EAEBTIoHARRLZETIEERASH -

RISREDE  E-REKRIERRISRENZERE
2o dEsE T ECEAXHBRE RSB MRS
REBHEIEERIZR)  CELBRFAETER
EEREHEEENR) EXM  ARSMIEHS
I EEEREIBEMF ZHYPE  BEAMKES
ERBEFETEXRBRSHETERS - EEARIESB
KPR 2EETERBEHETRLCIE  BYXR
HISR BB TIERS] -

“ERoRF XRBRSERBI R EERMENE L
BRIRA - BIZEAHRIDNERALZEEETT R
BERERMBZAEIENE - AIEEES R ABE
5 HEREIZR IR ENTEEREREMI
Emiin—  BEEemaEBERFRNEERS
i JBEMERZEFEE -

HAINAN MEILAN INTERNATIONAL AIRPORT COMPANY LIMITED e ANNUAL REPORT 2020



MANAGEMENT DISCUSSION AND ANALYSIS

Raising the Quality of Service from the Inside Out

In 2020, Meilan Airport continued to improve flight operation quality and flight
punctuality rate by improving the mechanism construction of airport operation
management committee, deepening the flight punctuality management mechanism,
enhancing ground operation efficiency and consummating the construction of the
A-CDM system.

In response to the CAAC's requirements on carrying out the special campaign
of “Civil Aviation Service Quality and Brand Building”, Meilan Airport performed
continuous standardization and improvement of luggage transportation services;
promoted passenger transfer facilitation and paperless customs clearance services
for international flights; and improved the on-site handling capabilities and business
capabilities of front-line service personnel; the channels for collecting opinions
were broadened and the complaint management mechanism was optimized; while
continuously deepening the service management system, Meilan Airport perfected
the service culture system and created a characteristic service brand.

In addition, focusing on passenger concerns, Meilan Airport launched new measures
to enhance passenger experience, mainly including research and development
of the Meilan Airport lost item management system based on the construction
of the domestic airport lost item management system; cooperation with the bus
stations of Haikou City to launch a ticket sales mechanism for internal and external
trips in Hainan Province to expand the scope of “one-stop ticket purchase” and
introduction of new routes according to the characteristics of passengers in
different periods to improve regional traffic and promote multimodal integrated
passenger transportation; continuous improvement of passenger security check
experience through trial operation of the “Full-process Security Project”; design of
full-process seamless services for check-in, security check, waiting for flight, arrival,
etc., creation of “one-stop service products for special passengers”, and expansion
of the coverage of guarantee to high-speed rail station, parking building, and open-
air parking lots of Meilan Airport, to extend services to special arriving passengers
at the end of their journey and enhance care services for special passengers.

In 2020, due to the excellent service quality, Meilan Airport won the honor of
SKYTRAX Five-star Airport for the third year and honorary titles including the
“Seventh in SKYTRAX Global Best Airports with 20-30 Million Passengers”, the
“38th in The World's Top 100 Airports of SKYTRAX" and the “"SKYTRAX Best
Regional Airport in China”.
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MANAGEMENT DISCUSSION AND ANALYSIS
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FINANCIAL REVIEW

Asset Analysis

As at 31 December 2020, the total assets of the Group amounted to RMB11,077,487,669,
representing a year-on-year decrease of 3.31%, among which, current assets amounted
to RMB670,937,796, representing approximately 6.06% of the total assets; non-current
assets amounted to RMB10,406,549,873, representing approximately 93.94% of the total
assets.

Capital Structure

The major objective of the Group's capital management is to ensure the ability of
ongoing operations and to maintain a healthy capital ratio in order to support its
business and maximize shareholders’ interests. The Group continued to emphasize
the appropriate mix of equity and debt to ensure an efficient capital structure to
reduce capital cost.

As at 31 December 2020, the interest-bearing debts of the Group mainly include
bank loans, finance lease payable and entrusted loans payable (the “total
borrowings"”), amounting to approximately RMB2,408,581,509, and cash and cash
equivalents were approximately RMB257,683,611.

The gearing ratio (total borrowings/total equity) of the Group was 36.08% as at 31
December 2020 (31 December 2019: 21.69%).

The Group maintained a balanced portfolio of loans at fixed interest rates and
variable rates to manage interest expenses. As at 31 December 2020, the Group's
syndicated loan (the “Syndicated Loan"”) contract is denominated in Renminbi with
a floating rate, of which the amount is RMB1.944 billion.

The Group aimed to keep the balance between the continuity and flexibility of
funds by capitalizing on its total borrowings. As at 31 December 2020, 99.19% of
the Group's total borrowings will become due within one year. As at 31 December
2020, the Group's total borrowings and major cash and cash equivalents were
denominated in Renminbi.
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MANAGEMENT DISCUSSION AND ANALYSIS

Costs Analysis

The operation cost, selling expenses and administrative expenses of the Group
aggregated to RMB768,757,365 in 2020, representing a decrease of RMB30,405,037
or 3.80% as compared to that of the corresponding period of 2019. Information on
items with large changes in cost and expense for the year is as follows:

(1

)

3)

(4)

(5)

the employee salary, labour outsourcing and labour dispatch cost of the
Group for the year decreased by RMB48,693,541 as compared with that of
the corresponding period of 2019, mainly due to the decrease in the demands
for labor dispatch as a result of the shutdown of certain service areas of
Meilan Airport as affected by the Epidemic, resulting in a decrease in related
labour costs;

the maintenance costs of the Group for the year increased by RMB14,674,765
as compared with that of the corresponding period of 2019, mainly due to the
increase in maintenance and renovation expenses as a result of the aging of
certain equipment of the terminal of the phase | of Meilan Airport;

the operating expense of VIP rooms of the Group for the year increased by
RMB8,817,650 as compared with that of the corresponding period of 2019,
mainly due to an increase in sales volume of Xinyi membership card of Meilan
Airport, which resulted in an increase in relevant costs;

the water and electricity costs of the Group for the year decreased by
RMB5,521,616 as compared with that of the corresponding period of 2019,
mainly due to the lower water and electricity consumption as a result of
the shutdown of certain service areas of Meilan Airport as affected by the
Epidemic; and

the airport and logistic comprehensive services fee of the Group for the year
decreased by RMB3,491,424 as compared with that of the corresponding
period of 2019, mainly due to the shutdown of certain service areas of Meilan
Airport as affected by the Epidemic, resulting in a decrease in relevant costs.

In 2020, the financial expenses of the Group amounted to RMB14,377,017 (2019:
finance income of RMB14,041,631). The change is mainly attributable to a decrease
in the interest income of the Group during the year.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Credit Impairment Loss

In 2020, the Group's credit impairment loss was RMB501,882,184, mainly due
to that, as affected by the restructuring of HNA Group, the Group made provision
for expected credit loss for the accounts receivable from the companies included
in the scope of the restructuring of HNA Group and the deposits with HNA Group
Finance Company in a total amount of approximately RMB312,795,184, and the
expected credit loss arising from the joint repayment commitment provided for the
syndicated loan which has been drawn down by the Parent Company amounting to
approximately RMB189,087,000.

Investment Loss

In 2020, the investment loss of the Group was RMB1,389,859,957, mainly due
to the investment loss recognised by the Group using the equity method for the
long-term equity investments in Hainan Airlines Airport Holding (Group) Company
Limited (“HNA Airport Holdings"”), an associated company, amounted to
RMB1,370,744,642. For details, please refer to the section headed “Significant
Investments Held and Their Performances” in this annual report.

Cash Flow

In 2020, the Group's net cash inflow from operating activities was RMB463,970,899,
representing a year-on-year decrease of 44.19%, which was mainly because Meilan
Airport’s aviation business volume decreased due to the Epidemic, resulting in a
decrease in revenue and a decrease in cash inflow.

In 2020, the Group's net cash outflow for investing activities was RMB1,338,981,949,
which was mainly for the construction expenses on the Phase Il Expansion Project.

In 2020, the Group's net cash outflow for financing activities was RMB379,019,561,
which was mainly attributable to the repayment of matured debts in the year.

Pledge of Assets

As mentioned in the Company’s announcement dated 1 February 2018, the
Company and the Parent Company, as co-borrowers, pledged the lands and
buildings owned by the Company and the Parent Company as security to secure
the Syndicated Loan of RMB7.8 billion from China Development Bank Corporation
Limited (the “CDB"), Hainan Branch of Industrial and Commercial Bank of China
Limited (the “ICBC Hainan Branch”) and Hainan Branch of Agricultural Bank of
China Limited (the “ABC Hainan Branch”), as co-lenders, for a period of 20 years,
which shall be solely used for the construction of the airport project of the Phase Il
Expansion Project (the "“Airport Project”).
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MANAGEMENT DISCUSSION AND ANALYSIS

Accounts Receivable

As at 31 December 2020, the accounts receivable and other receivables of the
Group amounted to RMB361,531,324, representing a decrease of 28.32% as
compared with the end of the previous year.

Details of the accounts receivable and other receivables of the Group are set out
in Note 4(2) and Note 4(4) to the financial statements. The impairment policy and
accounting estimates for accounts receivable are set out in Note 2(9) and Note 2(27)
to the financial statements.

Gearing Ratio

As at 31 December 2020, current assets of the Group were RMB670,937,796, total
assets were RMB11,077,487,669, current liabilities were RMB6,908,523,820, and
total liabilities were RMB7,266,970,143.

As at 31 December 2020, the gearing ratio (total liabilities/total assets) of the Group
was 65.60%, representing an increase of 10.58 percentage points as compared
with that as at 31 December 2019, mainly due to an increase in the amounts
payable for the Phase Il Expansion Project.

Foreign Exchange Risks

The businesses of the Group are principally conducted in Renminbi, except certain
aviation revenue, purchase of equipment and consulting service fee which are
denominated in US dollars or Hong Kong dollars. The Group has not entered into
any forward contracts to hedge its exposure to foreign exchange risks.

Financial Instruments

As at 31 December 2020, financial instruments of the Group mainly included bank
loans, cash and bank deposits. The purpose of these financial instruments is to
finance the Group's operations. Besides, the Group had other financial instruments
in relation to daily operations, such as receivables (excluding prepayments) and
payables (excluding statutory liabilities).

Contingent Liability

Save for the arrangement of the Syndicated Loan and the arbitration mentioned in
the section headed “Material Litigation or Arbitration” below in this annual report,
as at 31 December 2020, the Group had no other significant contingent liability.
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SIGNIFICANT INVESTMENTS HELD AND THEIR
PERFORMANCES

HNA Airport Holdings is principally engaged in the operation and management of
Sanya Phoenix Airport, holds investments in two associates engaged in construction
of Sanya new airport and real estate development business respectively and
carry out other investment activities. In 2020, as affected by the overall liquidity
issue of HNA Group and the impact Covid-19 epidemic, HNA Airport Holdings
recognised operating loss for the year and significant losses in relation to balance
and transactions with related parties, including losses of investments in associates
accounted for using the equity method, change in fair value of other non-current
financial assets, expected credit loss of receivables from related parties, and
expected credit loss of financial guarantee provided to related parties. Specifically,
Sanya New Airport Investment and Construction Co., Ltd. (“Sanya New Airport
Company”) an associated company of HNA Airport Holdings, was ruled in the
scope of the substantive consolidated restructuring of HNA Group by the Hainan
Provincial High People Court in March 2021. According to the Bankruptcy Law of
the People’s Republic of China and relevant laws, the receivables and payables
between the companies included in substantial consolidated restructuring should
be eliminated and cancelled out, the companies’ assets should be consolidated
as bankruptcy assets and used to settle the creditors in orders as a whole. Thus,
Sanya New Airport Company has made 100% expected credit loss provision on its
net receivables from the companies having been included in HNA Group Substantial
Consolidated Restructuring. Furthermore, certain other non-current financial assets
of HNA Airport Group represented equity investments in the companies having
been included in HNA Group Substantial Consolidated Restructuring and being
in significant insolvency position as of 31 December 2020. HNA Airport Holdings
recognised loss on fair value changes of these investments based on the estimation
of possibly reasonable range of creditor settlement rate and the assumption of
recovery rate of equity investment would not be higher than creditor settlement
rate.

During the year ended 31 December 2020, the Company recorded an investment
loss of RMB1,370,744,642 from share of net loss attributable to the shareholders of
HNA Airport Holdings.

Set out below are the details:
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As at 31 December 2020 For the year ended 31 December 2020 Carrying amount (RMB)
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Percentage of the Group's Share of comprehensive  otherchange  31December 31 December Investment
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HNA Airport Holdings /8RS 2% 2450 0 (1,370,744,642) = - - 1,370,744642  1,011,715,103
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MANAGEMENT DISCUSSION AND ANALYSIS

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES, ASSOCIATED COMPANIES AND
JOINT VENTURES

On 2 January 2020, the Company disposed the 100% equity interest held by it in
Hainan HNA Airport Fund Management Co., Ltd. (B8R /BMESESERFRAF),
a subsidiary of the Company, at a consideration of RMB1,055,010 with a disposal
gain of RMB432,593.

Save as disclosed above, during the year ended 31 December 2020, the Company
did not carry out any other material acquisitions or disposals of subsidiaries,
associated companies or joint ventures.

FUTURE PLANS FOR MATERIAL INVESTMENT
AND EXPECTED SOURCE OF FUND

On 11 May 2020, the Company and the Parent Company entered into the
supplemental investment and construction agreement (the “Supplemental
Investment and Construction Agreement”), pursuant to which the Company
agreed to provide funds amounting to approximately RMB7.646 billion to construct
part of the Phase Il Expansion Project (the “Company Construction Project”).
The Company considers to provide the remaining funds required for the Company
Construction Project by the followings (subject to future adjustment):

(1) The Syndicated Loan
As disclosed in the circular of the Company dated 6 March 2018, pursuant to
the RMB Fund Syndicated Loan Agreement for Phase Il Expansion Project
(the "Loan Agreement”) dated 1 February 2018, CDB, ICBC Hainan Branch
and ABC Hainan Branch agreed to grant the Syndicated Loan to the Company
and the Parent Company on a joint and several basis in the principal amount
of RMB7.8 billion for a period of 20 years, which shall be solely used for
the construction of the Airport Project, and pursuant to the Loan Allocation
Agreement for RMB Fund Syndicated Loan Agreement for Phase Il Expansion
Project (the “Loan Allocation Agreement”) entered into between the
Company and the Parent Company on 1 February 2018, the Company was
allocated RMB3.9 billion (representing 50% of the Syndicated Loan). As at
31 December 2020, the Company has drawn down RMB1.944 billion and
the remaining of RMB1.956 billion will be utilized in the construction of the
Company Construction Project;

(2) The Local Government Special Bonds
The local government special bonds are expected to be issued by relevant
governmental authorities in Hainan Province to support the construction of
the Airport Project. It is expected that certain proportion of the proceeds from
the local government special bonds will be allocated to the Company, which
will be utilized in the construction of the Company Construction Project; and
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEER ol

(3) Working Capital
The Company will use part of its working capital generated from its operation
activities to support the construction of the Company Construction Project.

Save as disclosed above, during the year ended 31 December 2020 and as of the
date of this annual report, there was no other future plan approved by the Group for
any material investments or capital assets.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

During the year ended 31 December 2020, neither the Company nor any of
its subsidiaries had purchased, sold or redeemed any of the Company’s listed
securities.

CHANGE OF DIRECTORS

The Board of the Company comprises eleven directors (the “Directors”). During
the period from 1 January 2020 to 31 December 2020, changes in the directorship
of the Company are as follows:

Mr. Tu Haidong had taken over the role of non-executive Director of Mr. Yan Xiang
with effect from 23 December 2020, with a term of 3 years. His appointment was
approved at the extraordinary general meeting held on 23 December 2020.

Mr. Yuan Yubao had taken over the role of non-executive Director of Mr. Chan
Nap Kee, Joseph with effect from 23 December 2020, with a term of 3 years.
His appointment was approved at the extraordinary general meeting held on 23
December 2020.

CHANGE OF SUPERVISORS

The supervisory committee of the Company (the “Supervisory Committee”) is
composed of three supervisors (the “Supervisors”). During the period from 1
January 2020 to 31 December 2020, change in the Supervisors of the Company is
as follows:

Mr. Hu Yunyun had taken over the role of independent representative Supervisor of
Mr. Zhang Shusheng with effect from 23 December 2020, with a term of 3 years.
His appointment was approved at the extraordinary general meeting held on 23
December 2020.

CHANGE OF SENIOR MANAGEMENT

During the period from 1 January 2020 to 31 December 2020, there was no change
in the senior management of the Company.

CHANGE IN INFORMATION OF DIRECTORS,
SUPERVISORS AND CHIEF EXECUTIVES

Mr. George F Meng, an independent non-executive Director, ceased to serve as
AA'H

the general manager (United States) of Hua Ling Consultant Inc. GERFEAAF) in
Toronto, Canada since January 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS

Mr. Fung Ching, Simon, an independent non-executive Director, served as the chief
financial officer of Logan Property Holdings Company Limited (Bt bE LR AR
A A]), which is listed on the main board of the Hong Kong Stock Exchange (Stock
Code: 3380.HK), from January 2020 to March 2021, and has served as the chief
financial officer of Chow Tai Fook Enterprises Limited (AR % AR A F) since
April 2021.

Save as disclosed above, during the year ended 31 December 2020 and as of
the date of publication of this annual report, there were no other changes in the
Directors, Supervisors and chief executive of the Company, and the Company is
not aware of any other changes in the information of the Company's Directors,
Supervisors or chief executive which are required to be disclosed in accordance
with Rule 13.51B(1) of the Rules Governing the Listing of Securities on the Hong
Kong Stock Exchange (the “Listing Rules”).

EMPLOYMENT, REMUNERATION POLICY AND
TRAINING

As at 31 December 2020, the Group had a total of 1,051 employees, representing
a year-on-year increase of 41 employees, which was mainly due to the personnel
reserve for the Phase Il Expansion Project, resulting in the Group’s increased labor
demand. Employees are remunerated by the Group based on their performance,
experience and prevailing industry practices. The Group will review the remuneration
policy and related packages on a regular basis. Bonuses and commissions may
be awarded to employees according to the assessment of their performance. The
Group provided adequate trainings based on the requirement of the positions of
employees, with an aim to upgrade the talent of employees. A total of 159 courses
under the training scheme were completed, and 9,355 staffs participated in such
courses.

RETIREMENT PENSION

The Company and its subsidiaries shall participate in the retirement scheme
operated by the relevant local governmental institutions. The PRC government
shall be responsible for the pension of the retired employees. The Group has to
make a contribution at a certain percentage of the salary of the employees with
permanent residence in the PRC (according to the retirement pension policies in
Hainan Province, the contribution ratio for 2020 was 16%). In 2020, in accordance
with the Notice on the Temporary Reduction and Exemption of Social Insurance
Premiums Payable by Enterprises (B R IER %t S RREABA)) and
Notice on Extending the Implementation Period of the Temporary Reduction and
Exemption of Social Insurance Premiums Payable by Enterprises and Other Issues
(ARERERERECELSREBEBBRERAREZMEARBE)) issued by the
Ministry of Human Resources and Social Security, the Ministry of Finance of the
People’'s Republic of China and the State Administration of Taxation, the Company
and its subsidiaries were exempted from payment of the pension insurance,
unemployment insurance and work-related injury insurance to be undertaken
by employers for the period from February to December 2020. Once the Group
contributes to the retirement scheme, the employer’s contribution is fully owned by
the employees. For the year ended 31 December 2020, the pension contribution of
the Group was approximately RMB7,326,704 (2019: RMB15,906,371).
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2020.06.01

The Central Committee of the Communist Party of China and the State
Council formally announced the Overall Plan on the Construction of
Hainan Free Trade Port (B EHRE SBRBAEBHTR)).
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4
2020.06.23

The MOF and the SAT jointly issued the Notice on the Individual Income Tax
Policy for High-end and Urgently-needed Talents of the Hainan Free Trade Port
KN EHERE 2B nERAS AAMRBHEKNAE)) and the Notice
on the Preferential Income Tax Pohcy for Enterprises in the Hainan Free Trade
Port (AN BEEBRE 2B LEMSHREBZBIRMNAA)), pursuant to which
for high-end and urgently-needed talents working at Hainan Free Trade Port,
the part of their individual income tax burden exceeding 15% will be exempted;
for encouraged industrial enterprises registered and substantively operating in
Hainan Free Trade Port, their corporate income tax will be levied at a reduced
rate of 15%.
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2020.07.01

The Implementation Plan on the Reform of Refilling of Bonded Aviation
0il for Inbound and Outbound Flights of Hainan (¢ &ML ATER
FRfmik £ E 37 %)) was launched, pursuant to which the price of
aviation oil filled by domestic and foreign airlines at Meilan Airport,
Sanya Phoenix Airport, and Qionghai Boao Airport was lowered. In
particular, the purchase and sale price differential of domestic trade
aviation oil decreased by RMB50 per ton, the comprehensive service
fee of bonded aviation oil decreased by US$100 per ton, and the sales
price of bonded aviation oil fell to the lowest in the country.

CGEHBMMIERBHMBER S R)ZXD > BRIMER
REXMES  —hEEKS  BEEERSINIMGURERT
2o B NEFUREHEE BT TR ARB05T - REMIRE
BRI ESNE T FE10057T - RUHUHEEER TREEARE -

i

l|I|nI

Since the publication of the Overall Plan on the Construction of Hainan
Free Trade Port (BB B E 5B ERMAEHZE)) on 1 June 2020, Hainan
Province has made plans to move forward and steadily promoted the
construction of Hainan Free Trade Port to achieve a smooth start.
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2020.06.03

The CAAC issued the Plan on the Pilot Implementation of the Seventh
Freedom of The Air at Hainan Free Trade Port ((BREAMRE 55 R
FAME-EMEE T Z)) to encourage and support foreign airlines to
operate the routes of the Seventh Freedom of The Air for transportation
of passengers and cargo in Hainan in addition to the existing route
arrangements.
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2020.06.29

The MOF, the GAC and the SAT issued the Announcement on Off-
shore Duty-free Shopping Policy for Tourists of Hainan (B8R /& Bk
BRERHBEYRENAE)), pursuant to which the off-shore duty-
free shopping quota has increased from RMB30,000 to RMB100,000
per person per year; the types of off-shore duty-free commodities have
increased from 38 to 45; the duty-free limit of RMB8,000 for a single
commodity has been abolished, greatly reducing the commodities
subject to limit on single purchase quantity; appropriate competition is
encouraged, and business entities that are qualified for the distribution
of duty-free commodities can equally participate in the off-shore duty-
free operation in Hainan.
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Next, Hainan will continue to promote the implementation of various
policies to thoroughly eliminate system and institutional barriers,
systematically plan and promote basic supporting work for customs
closure operations to proactively create a domestic first-class business
environment, and accelerate the construction of a modern industrial
system, to promote the continuous achievement of results in the
construction of Hainan Free Trade Port.
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2020.09.29

The National Development and Reform Commission issued the Plan
on Modern Comprehensive Transportation System of Hainan (&R
REFERBEHEEZME)), which put forward the overall principles
and development goals of the modern comprehensive transportation
system of Hainan Free Trade Port in the period from 2020 to 2025.
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2020.11.08

The first intercontinental all-cargo route of Hainan Free Trade Port was
launched, marking the first step of construction of an international
air cargo network and hub of Hainan Free Trade Port, to make use of
the important role of Hainan Free Trade Port as an integrated service
hub in the international supply chain in the interconnection and at the
important nodes of the “One Belt and One Road” to accelerate the
formation of an open pattern featured by internal and external land-sea
linkages and east-west mutual assistance.
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2020.12.25

With the approval of the State Council, the MOF, the GAC, and the SAT jointly issued the
Notice on the “Zero Tariff" Policy for Vehicles and Yachts at Hainan Free Trade Port ((&

REBEHESBERBTARERITHTIBEABA)), and released the List of “Zero
Tariff” for Vehicles and Yachts at Hainan Free Trade Port (87 B M & 58Tk 2E
TARERBE)) containing a total of 100 8-digit tax items including cars and airplanes.
After the implementation of this “zero tariff” policy, the purchase and operating costs of
the items on the list will be greatly reduced.
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2020.10.26

The Hainan Provincial Financial Supervision Bureau, Hainan Provincial
Market Supervision Bureau, Haikou Central Sub-branch of the People’s
Bank of China, and Hainan Branch of the China Securities Regulatory
Commission (the "CSRC") jointly issued the Interim Measures of
Hainan Province on the Domestic Equity Investment by Qualified
Foreign Limited Partners (QELP) ((BFEEBRFARAIRIBINERE
% A(QELP)SEARRIER E E1T##)%)), clarifying the establishment
procedures and business scope of foreign-invested equity investment
enterprises, and specific measures in terms of supporting policies,
risk prevention and control, etc. to support foreign-invested equity
investment enterprises to settle in Hainan.
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2020.12.04

The Hainan Provincial Party Committee considered and approved the
Proposals of the Hainan Provincial Party Committee of the Communist
Party of China on Formulating the Fourteenth Five-Year Plan for
National Economic and Social Development and Long-term Goals
for 2035 (£ /irﬁééE@EA%HEIE%/E%D&@?‘E%JrEilﬁi
MEFM=—T=RAFERSEZMEZ)), which put forward goals such
as building an international shipping and aviation hub and called for
the promotion of the phase Il project of Haikou Meilan International
Airport.
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The Company has been in compliance with all the rules prescribed by the CSRC and
the Hong Kong Stock Exchange, as well as requirements of other regulatory bodies.
The Company has applied the principles as set out in the Corporate Governance
Code (the "CG Code"”) contained in Appendix 14 to the Listing Rules and
established a series of corporate governance systems in accordance with relevant
reguirements to continuously improve the corporate governance structure.

Pursuant to the code provision A.4.2 of the CG Code, every director, including those
appointed for a specific term, should be subject to retirement by rotation at least
once every three years. According to the articles of association of the Company (the
“Articles of Association”), Directors and Supervisors shall hold term of office of
three years from the date of election, and may stand for re-election upon the expiry
of their term of office. The respective terms of office of Mr. Chan Nap Kee, Joseph
and Mr. Yan Xiang, the non-executive Directors, Mr. Fung Ching, Simon and Mr.
George F Meng, the independent non-executive Directors, and Mr. Zhang Shusheng,
the independent Supervisor, expired on 29 December 2019, the term of office of Mr.
Deng Tianlin, an independent non-executive Director, expired on 15 October 2020,
and the term of office of Ms. Liu Guiling, an employee representative Supervisor,
expired on 11 December 2020. As the nomination process of the Directors and
Supervisors of the Company had not been completed in a timely manner and the
selection of successors of certain Directors and Supervisors had not been completed
in a timely manner, the Company failed to complete the re-election/election before
the expiration of the terms of office of the above Directors and Supervisors. The
election of non-executive Directors and independent Supervisor and the re-election
of independent non-executive Directors were considered and approved at the
extraordinary general meeting held on 23 December 2020, and the re-election of
employee representative Supervisor was completed on 15 January 2021.

Save for the deviation disclosed above, during the year ended 31 December 2020, the
Company had complied with the other code provisions of the CG Code, and met with
all reasonable governance and disclosure requirements. The Company will continue to
improve its corporate governance and enhance its transparency to shareholders.
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GOVERNANCE STRUCTURE ERERE

The committees under the Board are established in accordance with the relevant §$§T§§E@ﬂ?ﬁﬁﬁtﬁ%ﬁﬁ']ﬁ’ﬁii%ﬁ% B E
rules prescribed in the Listing Rules. Each of the chairmen of the committees is B & X FHMBIIENTESET -

served by an independent non-executive Director.

r B

Hainan Meilan International Airport
Company Limited
BEEHEREERAERAR

L o y
s ° N ° N ° N ° )
Audit Remuneration Nomination Strategic
Committee Committee Committee Committee
EREEY FMEES REZER BREES
N J N J N J N J

The Company's corporate governance function is carried out by the Board pursuant ARG ML EE ABAEME S S H] ”ﬁ%ﬁiﬁ?ﬁ'Jﬂﬁ
to a set of written terms of reference adopted in compliance with Code Provision — SFAHEXED.3. MEHMAN —ESHBEBENT
D.3.1 of the CG Code which includes: FEE

(a)  to develop and review the Company’s policies and practices on corporate  (a) HIERBRFAARNOEERABR L TR
governance;

(b)  to review and monitor the training and continuous professional development (b)) B NMEREENSHEIEAENEIILGER
of the Directors and senior management of the Company; XERE

(c)  to review and monitor the Company’s policies and practices on compliance  (c) @ RERARREETAEZLEERTHEN
with legal and regulatory requirements; BERER

(d  to develop, review and monitor the code of conduct and compliance manual  (d)  #IE * BRI RERAEEREE NEZEANIRS

applicable to employees of the Group and the Directors; and LRIRERFM: &
(e)  to review the Company's compliance with the CG Code and disclosure in the (e} &AL FREEATHNBEARELEE
corporate governance report. A iﬁ:‘:ﬂﬂﬁﬁﬁ o
For the year ended 31 December 2020, the Board has fulfilled the aforesaid HE_-ZT_-F ¢+ A=+—HItFE  EFeERE
corporate governance responsibility. The Board has reviewed the compliance fTJ:Lﬂ:% B8 cEFEERNARANEES
with the CG Code of the Company for the year ended 31 December 2020 and this ZT_-ZFE+ - H= ‘f’ HIEFEETFREERTRH
corporate governance report. BRRADCEERME -

—T-_TEgg . SEEEEREsRGsRAT 4/
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DIRECTORS’ AND SUPERVISORS’ SECURITIES
TRANSACTIONS

The Company has adopted a code of conduct regarding directors’ and supervisors'
securities transactions on terms no less exacting than the required standard set
out in the Model Code for Securities Transactions by Directors of Listed Issuers
(the "Model Code"”) as set out in Appendix 10 to the Listing Rules. Having made
specific enquiry of all the Directors and Supervisors, the Company confirmed that,
all the Directors and Supervisors have complied with the required standard set out
in the Model Code and the code of conduct of the Company regarding directors’
and supervisors' securities transactions during the year ended 31 December 2020.

COMPOSITION OF THE BOARD

The Board comprises eleven Directors, including five executive Directors
("Executive Directors”), two non-executive Directors (“Non-executive Directors”)
and four independent non-executive Directors (“Independent Non-executive
Directors”).

The Company has complied with the requirement of the Listing Rules for
comprising at least three Independent Non-executive Directors and that the number
of Independent Non-executive Directors accounts for at least one third of the
members of the Board and at least one of the Independent Non-executive Directors
shall have appropriate professional qualifications or accounting or related financial
management expertise.

The members of the Board well acknowledge their responsibilities and obligations
and treat equally to all of the shareholders. In order to safeguard all of the investors’
interest, the Company ensures to provide the documents and information in
relation to the Company's operations to members of the Board in a timely manner.
Independent Non-executive Directors act on their duties in accordance with relevant
laws and regulations to safeguard the interest of the Company and shareholders as
a whole.
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Chairman
Mr. Wang Zhen
(duly appointed on 10 October 2018)

Executive Directors
Mr. Wang Zhen

(duly appointed on 10 October 2018)
Mr. Wang Hong

(duly appointed on 3 June 2019)
Mr. Wang Hexin

(duly appointed on 3 June 2019)
Mr. Xing Zhoujin

(duly appointed on 16 March 2018)
Mr. Yu Yan

(duly appointed on 3 December 2018)

Non-executive Directors
Mr. Tu Haidong

(duly appointed on 23 December 2020)
Mr. Yuan Yubao

(duly appointed on 23 December 2020)

Independent Non-executive Directors
Mr. Deng Tianlin
(re-appointed on 23 December 2020)
Mr. Fung Ching, Simon
(re-appointed on 23 December 2020)
Mr. George F Meng
(re-appointed on 23 December 2020)
Mr. He Linji
(re-appointed on 25 May 2018)

There is no relationship among the members of the Board that is disclosable.
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DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING

The Directors acknowledge their responsibilities for preparing the financial
statements of the Company for the year ended 31 December 2020.

The Board is responsible for presenting a clear and understandable assessment of
the Company's performance in annual reports, interim reports and other financial
disclosures required by the Listing Rules. The senior management of the Company
has provided sufficient explanation and information to the Board as necessary to
enable the Board to carry out an informed assessment of the financial information
and position of the Company in order to put forward such information to the Board
for approval.

For the qualified opinions and material uncertainties related to going concern, please
refer to “Extract of Independent Auditor's Report” on page 179 of this annual
report.

PERFORMANCE ASSESSMENT

The Board believes that regular assessment of the Board's performance is
important and beneficial for improving the operations. In 2020, the Board has
conducted assessment on its performance.
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BOARD MEETINGS

The Board had held 7 meetings as of 31 December 2020, including the
sixth to the eleventh meetings of the seventh session of the Board, and the
one meeting held by the chairman of the Board with the Independent Non-
executive Directors without the presence of other Directors.

CORPORATE GOVERNANCE REPORT
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2020. Mr. Yuan Yubao took over the role of Mr. Chan Nap Kee, Joseph as a Non-

executive Director on 23 December 2020.

— & —
_E <l

2. The attendance records of the Directors in the Board meetings and the 2. BEHRFEZECSANBRESSENEBR
general meetings:

Number of Not attending

Board any meeting

meetings Attendance in person
they should by audio for two Attendance
Independent attend Attendance or video Attendance consecutive of general
ornot forthe year inperson  conferencing by proxy Absence times meeting
_AER i)
=2 TEES #A MERAR i MRKRE BRAE
Name of Directors BEpg BUEE  ETERY HERY LERE LRERE RERY SnER ki
Wang Zhen T A No & 7 0 7 0 0 No & 100%
Wang Hong Tz No & 6 0 6 0 0 No & 100%
Wang Hexin TEH No & 6 0 6 0 0 No & 100%
Xing Zhoujin mEz No & 6 0 6 0 0 No & 100%
Yu Yan 8 3 No & 6 0 6 0 0 No & 100%
Tu Haidong (Note 1) %/E?(Mﬁfﬂ No & 0 0 0 0 0 No & 100%
Yan Xiang (former) (Note 1) % FI(30) (Fi3E1) No % 6 0 6 0 0 No % 100%
Yuan Yubao (Note 2) EBEE(WEEZ) No & 0 0 0 0 0 No & 100%

Chan Nap Kee, Joseph B E

(former) (Note 2) (A1) (Riz32) No & 6 0 5 0 1 No & 100%
Deng Tianlin BXM Yes & 7 0 7 0 0 No & 100%
Fung Ching, Simon B Yes & 7 0 7 0 0 No & 100%
George F Meng hE%E Yes & 7 0 7 0 0 No & 100%
He Linji RS Yes & 7 0 7 0 0 No & 100%

Notes: fHsE -

1. Mr. Yan Xiang ceased to be a Non-executive Director on 23 December 2020. Mr. 1. BALTER T _TF+ A=+ = A EEIENT
Tu Haidong took over the role of Mr. Yan Xiang as a Non-executive Director on 23 EERE - RERAEN TS TF+-_A=+=H%
December 2020. AR EEEERNTES -

2. Mr. Chan Nap Kee, Joseph ceased to be a Non-executive Director on 23 December 2. Ry ESENR T _TF+ A+ = BFIEEIER

TEERK - FEEAER T -_TF+-_HA-+=H
BAERMESEEREFERTES -

TEEW e HHEFAREERNERAR D]
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DIRECTORS’ TRAINING

For the year ended 31 December 2020, the Company provided monthly update
information to all the members of the Board in respect of the operation situation,
financial positions, major monthly events as well as the monthly disclosure of the
Company.

The Company encourages the Directors to participate in the continuous professional
development in order to develop and update their knowledge and skills. The
Company also actively organized relevant training in order to make sure that the
Directors make contribution to the Company with extensive information and
satisfaction.

The Company made out registration forms, training records and training certificates
to assist the Directors recording the courses they have participated in. For the year
ended 31 December 2020, the summarized training records of the Directors are as
follows:

BEEEI
HE-_Z-_ZE+_A=+—HLEE  ARQAAE
EerEXNEREEBEARREEELER - P
N AEAECMAECEREEANEAER -

AAREBHMHEES2EISEZEE) - BEUEET
B EMBAEEE - NRRR R EBEFHALBARR S
NREEEABEZERERUAMBNERTHE
EEMHER -

RABREFINEDR - BB RBIEE BB
BEFDEMMA2ENEIRE BE_T_ZTF
TTA=+—HIEFE - EEEXNEIIES MM
T

Compliance
Review of the Inside with the
annual report information Compliance requirements
of listed Connected disclosure in the under the
company transaction system Listing Rules CG Code
THRRER REHEE LA tEERTA
RAER BERS BREHE REREE NEREYH
Executive Directors iTES
Wang Zhen T & v v v \ \
Wang Hong T % v v v V \
Wang Hexin TEH v v v V \
Yu Yan B 5 v v v V \
Xing Zhoujin oA v v V \ J
Non-executive Directors FUTES
Chan Nap Kee, Joseph (former) PR E (i) v V y y v
Yan Xiang (former) A \ v v v v
Independent Non-executive BIYFHTES
Directors
Deng Tianlin BRM v v v \ \
Fung Ching, Simon B fE v v v V \/
George F Meng {= v v v v N
He Linji ARE v v v v v

(Note: The above trainings were organized by the office of the Board, together with the Hong
Kong legal advisor of the Company and PricewaterhouseCoopers Zhong Tian LLP. As
affected by the Epidemic, the trainings were held by way of online self-study on 24
August 2020, with a total of ten courses. The training courses aim at strengthening the
understanding of the Directors, Supervisors and senior management of the Company
to the concept and practice of laws and regulations and corporate governance of Hong
Kong, in order to improve the standardization of operations and enhance the level of
corporate governance and internal control.)
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DUTIES OF THE BOARD AND THE MANAGEMENT

Details of terms of reference of the Board and the management and the respective
areas to exercise their authority are set out in the Articles of Association:

The Board is accountable to the general meeting and shall exercise the following
duties and powers:

1.

10.

11.

12.

13.

14.

15.

to be responsible for convening general meetings and report on its work to
the meeting;

to implement the resolutions of the general meetings;

to decide on the business and investment plans;

to formulate the Company’s proposed annual financial budget and final
accounts;

to formulate the Company's proposals for distribution of profits and recovery
of losses;

to formulate proposals for the increase or reduction of the Company’s
registered capital, the issue of corporate bonds and other securities, and

listing;

to prepare plans for the merger, division, dissolution or change in corporate
form of the Company;

to decide on the Company's internal management structure;

to appoint or dismiss the Company's general manager and the secretary to
the Board, and based on the general manager’s recommendation, to appoint
or dismiss deputy general manager and other senior management personnel
of the Company, and to decide on their remuneration;

to formulate the Company’s basic management system;

to formulate the plan to amend the Articles of Association;

to prepare the Company's plans for major acquisition or disposal;

to evaluate and determine the nature and extent of the risks it is willing to
take in achieving the Company’s strategic objectives;

to ensure the establishment and maintenance of appropriate and effective
risk management and internal control systems;

to oversee management in the design, implementation and monitoring of the
risk management and internal control systems;
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16. to make proposals to the general meeting on the appointment, re-
appointment or dismissal of accounting firms undertaking the audit of the
Company; and

17. other powers conferred by the Articles of Association and the general
meeting.

The Board has established the audit committee, nomination committee,
remuneration committee and strategic committee. Each of these committees has
established its own written terms of reference and operates effectively on the set
procedures.

The management of the Company can decide the following matters:

1. preside over the Company’s management work in production and operation
and to organize and implement Board resolutions;

2. organize and implement the Company's annual operational plan and
investment strategy;

3. formulate the Company’s plan for installing internal management structure;

4. formulate the Company’s basic management system;

5. formulate the Company’s basic regulations;

6. offer suggestion to hire or dismiss deputy general managers and other senior

management personnel of the Company (including the chief financial officer);

7. design, implement and monitor the risk management and internal control
systems;
8. provide a confirmation to the Board on the effectiveness of the risk

management and internal control systems;

9. hire and dismiss management staff who fall outside the scope of the Board's
hiring and dismissal powers; and

10. exercise other powers conferred by the Articles of Association and the Board.
Both the Board and the management act in strict compliance with relevant

requirements of the Company Law of the PRC (the “Company Law"), the Articles
of Association and the Listing Rules.
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CHAIRMAN OF THE BOARD AND PRESIDENT

The chairman of the Company is responsible for development direction and
effective running of the Board, and ensuring the Board to act in the best interests of
the Company.

The president of the Company is accountable to the Board, and is delegated with
the responsibility for running the Company’s business and implementing the
resolutions of the Board.

For the year ended 31 December 2020, the position of chairman of the Company
was held by Mr. Wang Zhen, an Executive Director, and the position of president
was held by Mr. Wang Hong, an Executive Director. The division of their duties was
set out clearly in the Articles of Association. Their terms of reference are clean and
there is no relationship in relation to finance, business and kinship between them.
The governance structure of the Company established well and clear.

NON-EXECUTIVE DIRECTORS AND
INDEPENDENT NON-EXECUTIVE DIRECTORS

As of 31 December 2020, the Company had two Non-executive Directors, namely
Mr. Tu Haidong and Mr. Yuan Yubao, and four Independent Non-executive
Directors, namely Mr. Deng Tianlin, Mr. Fung Ching, Simon, Mr. George F Meng
and Mr. He Linji.

Mr. Tu Haidong's current term of appointment is from 23 December 2020 to 22
December 2023;

Mr. Yuan Yubao’s current term of appointment is from 23 December 2020 to 22
December 2023;

Mr. Deng Tianlin’s current term of appointment is from 23 December 2020 to 22
December 2023;

Mr. Fung Ching, Simon's current term of appointment is from 23 December 2020 to
22 December 2023;

Mr. George F Meng's current term of appointment is from 23 December 2020 to 22
December 2023; and

Mr. He Linji's current term of appointment is from 25 May 2018 to 24 May 2021.

Each of the Non-executive Directors, Independent Non-executive Directors and
Supervisors has entered into a letter of appointment with the Company with a term
of three years.

The Company has received an annual confirmation of independence from each
of the Independent Non-executive Directors according to the Rule 3.13 of the
Listing Rules. The Company considers that each of the Independent Non-executive
Directors is still independent.
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Mr. Fung Ching, Simon currently has served more than sixteen years as an
Independent Non-executive Director in the Company and Mr. George F Meng has
served more than thirteen years as an Independent Non-executive Director in the
Company. The Company confirms that Mr. Fung Ching, Simon and Mr. George F
Meng still meet the independence requirements set out in Rule 3.13 of the Listing
Rules and have a deep understanding of the Group’s operation. Based on such,
the Company believes that Mr. Fung Ching, Simon and Mr. George F Meng are still
independent of the Group and will continue to make contribution to the Company.

COMPANY SECRETARY

All the Directors have the access to the advice and services of the company
secretary of the Company (Mr. Xing Zhoujin). The company secretary shall report
to the chairman on the corporate governance of the Board and shall be responsible
for ensuring the compliance with relevant Board procedures and facilitating the
communication among the Directors, shareholders and the management. For the
year ended 31 December 2020, the company secretary has received over 15 hours
of professional training for skill and knowledge updates.

INSURANCE ARRANGEMENT

According to the Code Provision A.1.8 of the CG Code, an issuer should arrange
appropriate insurance cover in respect of legal action against its directors. The
Company has arranged the liability insurance for the Directors, the Supervisors and
other senior management.

RISK MANAGEMENT AND INTERNAL
CONTROLS

The Company'’s risk management and internal control systems are featured with a
defined management structure with limits of authority and well-rounded policies and
procedures, and are designed to facilitate effective and efficient operations, ensure
reliability of financial reporting and comply with applicable laws and regulations, to
identify and manage potential risks, and to safeguard the assets of the Company.

Such systems are designed to manage, rather than eliminate, the risk of failure
to achieve business objectives, and can only provide reasonable and not absolute
assurance against material misstatement or loss.

The Board is responsible for assessing and determining the nature and extent of
the acceptable risks to take when pursuing strategic goals, and shall assure the
establishment and maintenance of a suitable and effective risk management and
internal control system. Moreover, the Board shall oversee the process of design,
implementation and inspection of such system carried out by the management,
while the management shall give feedback to the Board as to whether the system
works. The audit committee of the Company (the “Audit Committee"”) will conduct
annual examination on the system on behalf of the Board.

To ensure the work is carried out effectively, the Company has built a risk
management and internal control work team, which is organized by the
compliance and legal department of the Company to conduct the review of the risk
management and internal control processes for the year of 2020.
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Risk Management 2 B B B

To maintain the efficiency of the risk management and internal control system, & TRERBREEMABELEZGNERE  £ES
under the supervision and guidance of the Board, the Company has established the @REBEFIEET » ARAEEVIATRAREEALH

framework of risk management as below: e -
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The Company has formulated the “Risk Management Operation Manual of Hainan
Meilan International Airport Company Limited” ({8 38 BIFR 2= B R (0 AR A 7 &
% & IR EFM)), making clear that the following four steps shall be carried out for
risk assessment:

Step 1: Project initiation — the management of the Company initiates the risk
assessment project and prepares to carry out risk assessment activities.

Step 2: Risk recognition — recognize the risks confronting the Company and its
subsidiaries.

Step 3: Risk analysis — carry out risk analysis from the aspect of the influence
degree and possibility of occurrence, assess current risk management measures
and decide whether to take further measures to make risk management acceptable.

Step 4: Risk report — summarize the result of risk assessment and analysis, and
make plans.

In 2020, the Company continuously implemented the “Special Project on Risk
Management and Internal Control System” (“Special Project”) and will implement
the Special Project every year regularly in the future, in a bid to build a regulatory
environment of risk control and standardized operation for the Company.

For the purpose of continuous improvements on the existing risk management
and internal control system of the Company, including but not limited to business
operations, financial affairs and legal compliance. In December 2020, based on the
existing risk management database, the Company decided on the range of risk-
screening for 2020 through comprehensive consideration of the overall performance
of each department. In the light of the scientific analysis of the recognized risks,
qguestionnaires and workshops in relation to risk management and internal control
were targeted at the senior management and business executives to help with the
understanding in the probability and degree of those risks so that the critical risks at
company level may be identified.

The work group of risk management and internal control assists the management of
the Company in making the risk-oriented self-report study, guide senior managers
to carry out self-assessment and collect the result of the assessment. The
management of the Company reviews the self-assessment of senior management;
makes a general assessment of the effectiveness of the Company's internal control
system; and submits the written confirmation to the Audit Committee and the
Board on behalf of the senior management team of the Company.
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Process for Inside Information Handling and Disclosing

and Internal Control Measures

In handling inside information, the Company adheres to the Guidelines on
Disclosure of Inside Information ({R&ESEBIEFEES))) published by the Securities
and Futures Commission of Hong Kong and strictly prohibits the unauthorized use
of confidential or inside information.

The Company has adopted the Management Procedures for Information Insider
Registration ((AE{E B 5B AZRREERFIE)) to identify the definition and scope
of the inside information and information insider of the Company. In the meantime,
stringent requirements on confidentiality management are put forward to protect
the inside information of the Company. The management procedure for insider
registration is adopted wherein its accountabilities are defined.

In order to publicize and carry out the inside information management procedure
of the Company and enable the Company to timely identify, evaluate and raise the
attention of the Board to the major event influencing the Company'’s stock price, as
well as to make a right decision on the information disclosures, trainings on inside
information handling were organized by the Company for the Directors, Supervisors,
senior management and other employers may access to inside information.

Internal Control System

In addition, to further strengthen the standardized corporate governance under the
Listing Rules, the Company is fully aware that review on internal control process
("Internal Control Review") is necessary to satisfy the compliance requirements
for optimizing and improve its own risk management and internal control system,
enhancing the Company’s operational level, providing a reasonable basis for the
future business growth and reach for consolidated the foundation of the Company’s
long term strategic goals.

The Company developed the internal control mode in accordance with COSO
(The Committee of Sponsoring Organizations of the Treadway Commission),
which includes five elements, i.e. control environment, risk assessment, control
process, information and communication as well as supervision process. Under
this mode, the management of the Company designs, implements and facilities
the effectiveness of internal control policies while the Board and the Audit
Committee are responsible for determining the suitability of the internal control and
risk management policies designed by the management as well as supervise the
effective implementation of such policy.

The workgroup of risk management and internal control conducted review on
internal control procedures in 2020, reviewed the procedures for corporate
risk management, including epidemic prevention and control process, security
inspection process and flight scheduling process, and then submitted special
working reports to the Audit Committee.

Internal Audit

In order to meet such requirements for risk management and internal control as
stipulated in the CG Code, the Company has established the special internal audit
function independently to ensure that the Company’s governance is in conformity
with requirements in the CG Code, and thus realize a continuous improvement in
risk management and internal control.
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Reviewing Effectiveness of Risk Management and

Internal Control Systems

In 2020, the Board and the Audit Committee reviewed the effectiveness of the
year’s risk management and internal control systems twice, including the finance
control, operation control and compliance control.

The Board believed that the resources, staff qualifications and experience, training
programmes and budget of the Company’s accounting, internal audit and financial
reporting functions are adequate.

Based on the provisions on risk management and internal control in the CG Code,
the Board is of the view that the risk management and internal control systems
were effective and adequate during the year ended 31 December 2020.

Please refer to the “Report from the Board”
operating deficiencies or potential risks found by the Company for the year ended
31 December 2020 and countermeasures therefor.

in this annual report for details of

REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

Directors’ remuneration policy for 2020 (after-tax): allowance for Executive
Directors, Non-executive Directors and Independent Non-executive Directors are
RMB70,000, RMB50,000 and RMB100,000 per person, respectively.

For the year ended 31 December 2020, the remuneration of the senior management
(excluding Directors and Supervisors) of the Company by band is set out below:

BHEREERAREZRETRN
CEoTEHM BFEMABKZASAANLS
HEREERABEERANE UL T RRR
B ERREMBRE  EIERRERA RS -

BEZ2EM ARRNEF - AEBEZ NI 75 E R
EOENER BTARRER URBTIMERH
BRI R ERBEER B -

RBGFEATRMRENARRREEMADERE
E’Jfl%fl ﬁ’di%zi_-\,_-\liﬂ— A=+—RBLLFEM
FOEFERRRREBMANEERLA ML RE
I

BRAARRRABE—Z_ZTF+_A=1+—HLLFEH
MEMARBEE TN RLEERR L EREE RN
B B2BAERTN[EEGHRSE] -

EERESREEAETHH

—ETFEEHFMBCR (BB  TESTRUBAR
#70,0007T, A © FEBTTE E)E B A R¥50,0007T,
A OB IEHITE E02R ARE100,0007T, A ©

BE-ZZF+-_A=+-HULFE  BERIHH
KEABBREBAE(TEERZRER)FHERIIWT

Number of
Remuneration rank (RMB) Individuals
FMEE(ARY) AE
0-750,000 2
750,001-800,000 1
800,001-850,000 1
850,001-900,000 0
900,001-950,000 0
950,001-1,000,000 0
1,000,001-1,050,000 0
1,050,001-1,100,000 1
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The Company held the annual general meeting on 22 May 2020, where the
resolution in relation to the remuneration packages for the Directors and
Supervisors of the Company in 2020 was considered and approved. Proposed by
the Directors and Supervisors recommended by the Parent Company, the Directors
and Supervisors nominated by the Parent Company would not enjoy allowance for
holding the position. However, they were entitled to receive respective salaries
according to their respective positions taken in the Company.

REMUNERATION COMMITTEE

A remuneration committee (the “Remuneration Committee"”) has been set up by
the Company, which is a subcommittee under the Board.

As of the date of this annual report, composition of the Remuneration Committee
was: Mr. Deng Tianlin, an Independent Non-executive Director, is the chairman, and
other members consisted of Mr. Fung Ching, Simon, an Independent Non-executive
Director, and Mr. Yu Yan, an Executive Director.

The principal duties of the Remuneration Committee are to make recommendations
to the Board on the Company’s policy and structure for all Directors’ and
senior management’'s remuneration, to review and approve the management’s
remuneration proposals with reference to the Board’s corporate goals and
objectives and to make recommendations to the Board on the remuneration
packages of individual Executive Directors and senior management, etc.

During the year ended 31 December 2020, the Remuneration Committee held one
meeting on 30 March 2020, assessed the performance of the Executive Directors,
discussed the Directors’ remuneration for 2020 and made recommendations to
the Board. The remuneration of the Directors is determined with reference to the
Directors’ duties, responsibilities and performance.

Meeting Attendance of the Remuneration Committee:

The Remuneration Committee held one meeting during the year. The attendance
of the meeting held by the Remuneration Committee during the year ended 31
December 2020 is as follows:
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Attendance of meeting held by
the Remuneration Committee for
the year ended 31 December 2020

BE-_Z2-TF+=-A=+—H
Member of the Remuneration Committee FMEESERE LtEERTHNFNZESSBLESR
Deng Tianlin I 100%
Fung Ching, Simon B OE 100%
Yu Yan B 7 100%
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NOMINATION COMMITTEE

A nomination committee (the “Nomination Committee”) has been established by
the Company, which is a sub-committee under the Board.

As of the date of this annual report, composition of the Nomination Committee was:
Mr. He Linji, an Independent Non-executive Director, is the chairman, and other
members consisted of Mr. Deng Tianlin, an Independent Non-executive Director,
and Mr. Wang Zhen, an Executive Director.

The principal duties of the Nomination Committee are to review the structure, size
and composition (including the skills, knowledge and experience) of the Board at
least annually and make recommendations on any proposed changes to the Board
to complement the Company’s corporate strategy, to access the independence of
Independent Non-executive Directors, etc.

During the year ended 31 December 2020, the Nomination Committee held one
meeting on 30 November 2020, reviewed the structure, size and composition of the
Board and nominated Mr. Deng Tianlin, Mr. Fung Ching, Simon and Mr. George F
Meng to continue to serve as Independent Non-executive Directors, Mr. Tu Haidong
and Mr. Yuan Yubao to serve as Non-executive Directors, and Mr. Hu Yunyun to
serve as an independent representative Supervisor according to the Company’s
director nomination policies.

Nomination Policy and Diversity Policy

The procedures for the appointment, re-election and removal of Directors are set out
in the Articles of Association. The Nomination Committee will identify candidates
through different channels under the requirements made by the Company to the
Directors. Subject to the approval of the Nomination Committee, the candidates will
be recommended to the Board and proposed to the general meeting for approval
after passing the examination of the Board.

The Company has adopted the board diversity policy. The nomination of the
Directors shall be made in accordance with the nomination policy of the Company
and against the objective criteria, with due regard for the benefits of diversity
(including without limitation, gender, age, cultural and educational background,
ethnicity, professional experience, skills, knowledge and length of service) and shall
also take into account their respective contributions to the Board and their firm
commitment to their roles.
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Meeting Attendance of the Nomination Committee:

The Nomination Committee held one meeting during the year. The attendance
of the meeting held by the Nomination Committee during the year ended 31
December 2020 is as follows:

R e ==l
TEERME

REZEGEHRTH
REZEERENBTAEH  ATAREZAR
REE-Z-FF+-A=+-RULFERTHRE
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Attendance of meetings held by
the Nomination Committee for
the year ended 31 December 2020
BE-Z-Z2F+=-H=t+—H

LEERTHREZES
Member of the Nomination Committee REZEEHE gRHER
He Linji AHE 100%
Deng Tianlin B R AR 100%
Wang Zhen T B 100%

REMUNERATION OF AUDITORS

The remuneration of auditors for the year ended 31 December 2020 was
RMB2,004,332. The breakdown is set out as follows:

BT =
HE-Z-TE+-A=+—BILEE  BHBHH
2 R/ARE2,004,3327T - FAMEAETIAOT -

Amount (RMB)

SHRARY)
Services fee related to annual audit of financial statements MR EFERTORSGE 944,106
Services fee related to interim review of financial statements W ERE P RN RG B 679,245
Reporting accountant service fee for certain capital market transaction ABARMIER S @ tEAHRE AN RIS E 380,981
Total = 2,004,332

AUDIT COMMITTEE

The Audit Committee has been set up by the Company, which is a subcommittee
under the Board.

As of the date of this annual report, composition of the Audit Committee was: Mr.
Deng Tianlin, an Independent Non-executive Director, is the chairman, and other
members consisted of Mr. Fung Ching, Simon, an Independent Non-executive
Director, and Mr. George F Meng, an Independent Non-executive Director.

The principal duties of the Audit Committee are to assist the Board in fulfilling its
responsibilities by supervision of financial reporting and by providing an independent
view on the effectiveness of the internal controls of the Group and the adequacy of
the external and internal audits, to assure that appropriate accounting principles and
reporting practices are followed by the Company, etc.

During the year ended 31 December 2020, the Audit Committee held two meetings.
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During the first meeting of the Audit Committee in 2020, the Audit Committee
reviewed the 2019 annual report, the auditors’ report of 2019, the risk management
and internal control report of 2019, the internal control review report of 2019 and
considered the re-appointment of auditors for the year of 2020 and reviewed the
working report of the Audit Committee for the year of 2019.

During the second meeting of the Audit Committee in 2020, the Audit Committee
reviewed the 2020 interim report, and interim report of auditors of 2020 and interim
working report of the Audit Committee for 2020.

The Audit Committee suggested the re-appointment of PricewaterhouseCoopers
Zhong Tian LLP as the auditor of the Company in 2021.

During the above meetings, the Audit Committee also reviewed the Company's
risk management and internal control systems, including finance control, operation
control and compliance control, and considered that the Company’s risk management
and internal control systems and internal audit functions were effective.

Meeting Attendance of the Audit Committee:

The Audit Committee held two meetings during the year. The attendance of the
meetings held by the Audit Committee during the year ended 31 December 2020 is
as follows:
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Attendance of meetings held by
the Audit Committee for
the year ended 31 December 2020

BE-_Z2-ZEF+=-A=+—H
LEERITHEREZEES
Member of the Audit Committee EREEENE BELER
Deng Tianlin PN 100%
Fung Ching, Simon B OE 100%
George F Meng HEE 100%
SHAREHOLDING INTERESTS OF SENIOR SREBRAEBNERER
MANAGEMENT
During the year, none of the senior management of the Company held any ZKAEER » AR A SHAEIEASMERSHAQBEM

shareholding interests in the Company.

AMENDMENTS OF THE ARTICLES OF
ASSOCIATION

During the year, the Company amended the Articles of Association for once.
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The Company made certain amendments to the relevant articles in the Articles of
Association in accordance with the relevant provisions of the Reply of the State
Council on the Adjustment of the Notice Period of the General Meeting and Other
Matters Applicable to the Overseas Listed Companies (Guo Han [2019] No. 97)
KEARPRERBERBERIET LR ARRRERAGBANBREFTERATHOIE) (K
[2019]1975%)) issued by the State Council and the Company Law. Such amendments
were approved by the extraordinary general meeting, H shares class meeting and
domestic shares class meeting of the Company held on 21 February 2020.

Details of the amendments are as follows:

Amended articles of
the Articles of
Association Before amendments

(RRAERMETHRR  BITARE
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TEERME
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FZAZ T - RBTHRREIIARE - HIRIERBRERAX
G RABEBIERIRR RS -

BEBEMMT -

After amendments

ETRAR

Article 29 When reducing its registered capital, the Company
gt hitk shall prepare the balance sheet and the inventory of
assets.

Within ten (10) days from passing the resolution on
the reduction of registered capital, the Company shall
notify its creditors, and shall publish announcements at
least three times in the newspapers within thirty (30)
days. Creditors have the right to request the Company
to repay its debts or provide guarantee for repayment
within thirty (30) days from receiving the notice of
capital reduction, or within ninety (90) days from the
first announcement published for those creditors not
receiving such a notice.

The amount of the Company’s registered capital after
reduction shall not be lower than the minimum of the
legal requirement.
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When reducing its registered capital, the Company
shall prepare the balance sheet and the inventory of
assets.

Within ten (10) days from passing the resolution on
the reduction of registered capital, the Company shall
notify its creditors, and shall publish announcements
in the newspapers within thirty (30) days. Creditors
have the right to request the Company to repay
its debts or provide guarantee within thirty (30)
days from receiving the notice of capital reduction,
or within forty-five (45) days from the date of
announcement published for those creditors not
receiving such a notice.

The amount of the Company’s registered capital after
reduction shall not be lower than the minimum of the
legal requirement.
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Amended articles of
the Articles of

#&:1

Association Before amendments After amendments

(RRAIERMETHRE  BITARE CHE RS

Article 30 The Company may repurchase its issued shares, after ~ The Company may repurchase its issued shares, after
E=11% passing the procedures as stipulated in the Articles of  passing the procedures as stipulated in the Articles of

Association and receiving the approval of the relevant
supervisory authorities of the State Council, under the
following conditions:

(1) Reducing the Company's capital;

(2)  Merging with other companies which hold the
Company'’s shares;

(3)  Awarding its staff with the Company’s shares;

(4)  Acquiring shares held by shareholders with a
different vies in respect of resolutions regarding
merger or division adopted in a general meeting;

and

(5) Other conditions permitted by laws and
administrative.
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Association and receiving the approval of the relevant
supervisory authorities of the State Council, under the
following conditions:

(1) Reducing the Company's registered capital;

(2) Merging with other companies which hold the
Company's shares;

(3) Using the shares in employee shares
ownership plans or equity incentives;

(4)  Acquiring shares held by shareholders with a
different vies in respect of resolutions regarding
merger or division adopted in a general meeting;

(5) Using the shares for converting company-
issued corporate bonds convertible into
shares;

(6) Being necessary to maintain the value of the
Company and the rights and interests of its
shareholders; and

(7)  Other conditions permitted by laws and
administrative.
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(RRAIERMETHRE  BITARE CHE RS

Article 31 After receiving the approval of the relevant supervisory  After receiving the approval of the relevant supervisory
E=1+—1% authorities in the State Council, the Company may  authorities in the State Council, the Company

repurchase its shares by one of the following methods:

(1) Offering repurchase tenders to all shareholders
on a pro-rata basis;

(2) Repurchasing shares in the open market; or

(3) Repurchasing shares by agreement outside the
stock exchange.

ATSEBREN IS M ERERG - AT
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(—) MERERERBARLIELEDEL

(2) EBAXSHFBBLRZSHREE %

(2) EBFXSHIMNAGETABED -

may repurchase its shares by one of the following
methods:

(1) Offering repurchase tenders to all shareholders
on a pro-rata basis;

(2) Repurchasing shares in the open market;

(3) Repurchasing shares by agreement outside the
stock exchange; or

(4) Others means stipulated by laws or
administrative regulations.

However, if the Company acquires its shares under
the circumstances as stipulated in Items (3), (5)
and (6) of Article 30 of the Articles of Association,
it shall be conducted by way of open centralized
transaction.
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Article 32 The acquisition of the Company’s shares for reason  The acquisition of the Company’s shares under the
E=1+=1% as stipulated from Item (1) to Item (3) of Article 30 of  circumstances as stipulated in Item (1) and Item

the Articles of Association or the repurchase of shares
by agreement outside the stock exchange shall be
first approved by shareholders in the general meeting
according to the rules of the Articles of Association.
After getting approved by the same procedures in the
shareholders’ general meeting, the Company may
cancel or amend the agreement reached by the method
afore-mentioned, or give up any right in the contract.

The afore-mentioned agreement on the repurchase
of shares includes, but not limited to, agreements
on taking the responsibility to repurchase shares and
receiving the right of share repurchase.

The Company shall not transfer the contracts on
the repurchase of its shares and any right set out
thereunder. For the right of repurchasing redeemable
shares under this article, the repurchase price shall
not exceed the limitation of the highest price in the
event that such repurchase is not through the market
or through bidding. In the event of repurchase through
bidding, bidding shall be proposed equally to all the
shareholders.
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(2) of Article 30 of the Articles of Association or the
repurchase of shares by agreement outside the stock
exchange shall be first approved by shareholders in the
general meeting according to the rules of the Articles
of Association. After getting approved by the same
procedures in the shareholders’ general meeting,
the Company may cancel or amend the agreement
reached by the method afore-mentioned, or give
up any right in the contract. Where the Company
acquires its shares under the circumstances as
stipulated in Items (3), (5) and (6) of Article 30
of the Articles of Association, it shall be made
as prescribed by the Articles of Association or
under the authorization by the general meeting
and approved by way of a resolution at the board
meeting attended by more than two thirds (2/3) of
the directors of the Company.

The afore-mentioned agreement on the repurchase
of shares includes, but not limited to, agreements
on taking the responsibility to repurchase shares and
receiving the right of share repurchase.

The Company shall not transfer the contracts on
the repurchase of its shares and any right set out
thereunder. For the right of repurchasing redeemable
shares under this article, the repurchase price shall
not exceed the limitation of the highest price in the
event that such repurchase is not through the market
or through bidding. In the event of repurchase through
bidding, bidding shall be proposed equally to all the
shareholders.
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Article 33 After repurchasing shares in accordance with the After repurchasing shares in accordance with the
E=1T=% relevant laws and regulations, the Company shall relevant laws and regulations, the Company shall

transfer or cancel such shares within ten (10) days
from the date of acquisition for circumstances under
Item (1) of Article 30 of the Articles of Association, or
within six (6) months from the date of acquisition for
circumstances under Item (2) and Item (4) of Article
30 of the Articles of Association. The book value
of the cancelled shares shall be deducted from the
Company's registered capital and the Company shall
apply to the department in charge of such company
registration to register the change in its registered
capital according to the law.

The Company’s shares acquired by the Company in
accordance with Item (3) of Article 30 of the Articles of
Association shall not be more than five percent (56%) of
the Company’s total number of issued shares. Funds
used in acquiring the shares shall be disbursed from
the Company's after-tax profits. The acquired shares
shall be transferred to its staff within one (1) year.
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transfer or cancel such shares within ten (10) days
from the date of acquisition for circumstances under
Item (1) of Article 30 of the Articles of Association, or
within six (6) months from the date of acquisition for
circumstances under Item (2) and Item (4) of Article
30 of the Articles of Association. The book value
of the cancelled shares shall be deducted from the
Company'’s registered capital and the Company shall
apply to the department in charge of such company
registration to register the change in its registered
capital according to the law.

After the Company repurchases shares in
accordance with the relevant laws and regulations,
for circumstances under Items (3), (5) and (6) of
Article 30 of the Article of Association, the total
number of shares of the Company held by the
Company shall not be more than ten percent (10%)
of the Company’s total number of issued shares
and shall be transferred or cancelled within three
(3) years.
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Article 45 Within thirty (30) days of the convening of the  Within twenty (20) days of the convening of the
B+ HE shareholders’ general meeting, or five (5) days prior shareholders’ general meeting, or five (5) days prior

to the book close closing date for distribution of
dividends, no registration is permitted in the register of
shareholders for any change to the register as a result
of share transfer.

MR A ® B BRI = +(30) B M E R AIRE S EBFIL
EERANTE)AR - FEETEBNERTBENRE
ZMRE R -

to the book close closing date for distribution of
dividends, no registration is permitted in the register
of shareholders for any change to the register as a
result of share transfer. However, if there is any
other provision in relation to the registration of
changes of the Company'’s register of shareholders
stipulated by the law or the listing rules of the
place where the Company’s shares are listed, such
provision shall prevail.
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Article 59 Shareholders’ general meetings can be classified into Shareholders’ general meetings can be classified
iy R annual general meetings and extraordinary general  into annual general meetings (also referred to as

meetings. Shareholders’ general meetings are
convened by the board of directors. Annual general
meetings are held once a year and shall be held within
six (6) months after the end of the previous financial
year.

Extraordinary shareholders’ general meetings are
required to be held within two months after the
occurrence of any of the following events:

The number of directors is less than the number
provided for in the “Company Law"” or less than
two thirds (2/3) of the number specified in the
Company's Articles of Association;

(1

The aggregate losses of the Company which
are not made up reach one third (1/3) of the
Company's total share capital,

A request in writing by shareholders singly or
jointly holding ten percent (10%) (containing ten
percent (10%)) or more of the Company’s voting
rights;

When deemed necessary by the board of
directors or requested by the supervisory
committee; or

(5)  When requested by two or more independent
non-executive directors.
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“shareholders’ annual general meetings”) and
extraordinary general meetings. Shareholders’ general
meetings are convened by the board of directors.
Annual general meetings are held once a year and
shall be held within six (6) months after the end of the
previous financial year.

Extraordinary shareholders’ general meetings are
required to be held within two months after the
occurrence of any of the following events:

The number of directors is less than the number
provided for the “Company Law"” or less than
two thirds (2/3) of the number required by the
Articles of Association;

(1)

(2)  The aggregate losses of the Company which
are not made up reach one third (1/3) of the

Company's total paid-up share capital,

A request in writing by shareholders singly or
jointly holding ten percent (10%) (containing ten
percent (10%)) or more of the Company's voting
rights;

(4)  When deemed necessary by the board of
directors or requested by the supervisory
committee; or

(5) When requested by two or more independent
non-executive directors.
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Article 60 A written notice of the shareholders’ general meeting, When the Company convenes an annual general
FEARTE stating the matters to be considered at the meeting meeting, it shall notify all the shareholders twenty

and the venue and date of the meeting,shall be given
to all shareholders in the register forty-five (45) days
before the meeting convened by the Company.
Shareholders wishing to attend are required to give to
the Company their written replies of attendance twenty
(20) days prior to the meeting.

AAARERAE  BEREZRCHMN+T(45) A%
HEBA  BERREENFTRARM SN A B
HEMAEEMBRR - BHEERRAGHRE  BER
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o

(20) business days before the meeting (exclusive
of the date of the meeting) by means of public
announcement stating the time, venue of and
matters to be considered at the meeting. When
the Company convenes an extraordinary general
meeting, it shall notify all the shareholders fifteen
(15) days or ten (10) business days (whichever is
longer) before the meeting (exclusive of the date
of the meeting) by means of public announcement.

The business day referred to in the Articles of
Association shall mean a day on which the Hong
Kong Stock Exchange is open for business for
dealing in securities.
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Article 61 When the Company convenes the annual general When the Company convenes the general meeting,
ERT—1% meeting, shareholders singly or jointly holding shareholders singly or jointly holding three percent

three percent (3%) or more of the Company’s total
shares with voting rights are entitled to propose in
writing to the Company any interim resolutions to
be considered at that meeting and submit to the
convener ten (10) days before the meeting. The
convener of the shareholders’ general meeting shall
make a supplementary notice to other shareholders
within two (2) days upon the receipt of the resolutions
and the resolutions, if within the powers of the
shareholders’ general meeting, are required to be
added to the agenda of that meeting for consideration
by shareholders in the general meeting.
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(3%) or more of the Company's total shares with
voting rights are entitled to propose in writing to the
Company any interim resolutions to be considered
at that meeting and submit to the convener of the
general meeting ten (10) days before the meeting.
The contents of the proposal shall be within
the scope of the functions and powers of the
general meeting, and have definite topics and
specific matters for resolution. The convener of
the general meeting shall make a supplementary
notice within two (2) days upon the receipt of such
proposal and such proposal, if within the powers of
the shareholders’ general meeting, are required to be
added to the agenda of that meeting for consideration
by shareholders in the general meeting, and ensure
to announce the contents of the proposal ten (10)
business days before the general meeting.
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Article 62 Based on the written replies received twenty (20) days A shareholders’ general meeting shall not decide
- aly gl - prior to the meeting, the Company can calculate the on any matter not stated in the notice of the

number of shares with voting rights represented by the
shareholders attending the meeting. If the number of
shares with voting rights represented by the attending
shareholders reach half (1/2) or above of the total
number of shares with voting rights of the Company,
the shareholders’ general meeting can be convened. If
not, the Company shall within five (5) days from the last
day for receipt of the replies notify the shareholders
again by public announcement the matters to be
considered, and the date and place of the meeting. The
Company may then convene the shareholders’ general
meeting.

An extraordinary general meeting may not announce
any items not included in the agenda.
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shareholders’ general meeting.
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Article 63
EXRT=H%

A notice of the shareholders’ meeting shall meet the
following requirements:

(3)  Specify the date of registration of shares held by
shareholders entitled to attend the shareholders’
general meeting;

BEREHOBAEETE TIIENR
(=) ARBFEERRAERRNEESCA

A notice of the shareholders’ meeting shall meet the
following requirements:

(3)  Specify the date of registration of shares
held by shareholders entitled to attend the
shareholders’ general meeting; the interval
between the shares registration date and
the date of the meeting shall be subject to
the requirements by listing rules of the place
where the Company’s shares are listed;
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Article 64 Notices of shareholders’ general meetings shall be Notices of shareholders’ general meetings shall be
AT IK delivered by special delivery or by postal mail (whether delivered by special delivery or by postal mail (whether

or not the shareholders have the voting rights in
the meetings). Notices shall be mailed according
to the addresses in the register of shareholders.
For shareholders of domestic shares, notices of
shareholders’ general meetings can also be made by
public announcement. As for shareholders of overseas
listed foreign shares, notices of shareholders’ general
meetings can also be delivered or made through the
Company's website or methods as stipulated by the
Listing Rules from time to time, provided that the laws,
administrative regulations and the listing rules of the
stock exchange where the Company's shares are listed
are observed.

The announcement mentioned above shall be made
within forty-five (45) to fifty (50) days prior to the date
of the shareholders’ general meeting, published in
one or several of the national newspapers designated
by the institution in charge of securities supervision
and administration in the State Council. After the
announcement, shareholders of domestic shares
are deemed to have received the notice of the
shareholders’ general meeting.
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or not the shareholders have the voting rights in
the meetings). Notices shall be mailed according
to the addresses in the register of shareholders.
For shareholders of domestic shares, notices of
shareholders’ general meetings can also be made by
public announcement. As for shareholders of overseas
listed foreign shares, notices of shareholders’ general
meetings can also be delivered or made through the
Company's website or methods as stipulated by the
Listing Rules from time to time, provided that the
laws, administrative regulations and the listing rules of
the stock exchange where the Company’s shares are
listed are observed.

The announcement mentioned above shall be
published in one or more newspaper(s) designated
by the securities regulatory authorities under the
State Council. After the announcement, shareholders
of domestic shares are deemed to have received the
notice of the shareholders’ general meeting.
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Article 90 When convening a class shareholders’ meeting, a When convening a class shareholders’ meeting, the
EpIa g written notice, containing agenda, date and venue of Company shall issue an announcement or written

the meeting, shall be given to all class shareholders in
the register of shareholders forty-five (45) days prior
to the meeting. Shareholders wishing to attend the
meeting shall return to the Company a written reply to
confirm their attendance twenty (20) days prior to the
meeting.

When the voting rights represented by shareholders
attending the meeting reach half (1/2) or more of
the total, the Company may convene the class
shareholders’ meeting. If not, the Company shall within
five (5) days notify its shareholders the agenda, date
and place by means of announcement. After such
announcement, the Company may convene the class
shareholders’ meeting.
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notice to notify all the registered shareholders
of the said class of the matters to be considered
at the meeting, and the date and venue of the
meeting twenty (20) business days (applicable
to a class shareholders’ meeting being convened
at the same time as the annual general meeting)
(exclusive of the date of meeting), fifteen (15) days
or ten (10) business days (whichever is longer)
(applicable to a class shareholders’ meeting not
being convened at the same time as the annual
general meeting)(exclusive of the date of meeting).

If there is any special provision in the listing rules
of the place where the Company’s shares are
listed, such provision shall prevail.
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Article 98 The board of directors shall meet at least twice (2) a The board of directors shall meet at least twice (2) a
=R AN year. The chairman convenes the meeting and shall year. The chairman convenes the meeting and shall

notify all directors and supervisors ten (10) days before
the meeting.

Shareholders representing ten percent (10%) or more
of the voting rights, more than one- third (1/3) of the
directors, the supervisory committee, two (2) or more
independent non- executive directors, or the general
manager may propose for convening an extraordinary
meeting of the board of directors. The chairman of the
board of directors shall convene and preside over the
meeting within ten (10) days upon the receipt of such
proposal.

E=ZgEFELARAMQQAEHE EFCHESRA
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notify all directors and supervisors ten (10) days before
the meeting.

Shareholders representing ten percent (10%) or more
of the voting rights, more than one- third (1/3) of the
directors, the supervisory committee, two (2) or more
independent non- executive directors, or the general
manager may propose for convening an extraordinary
meeting of the board of directors. The chairman of the
board of directors shall convene and preside over the
meeting within ten (10) days upon the receipt of such
proposal.

If there is any special provision in the listing rules
of the place where the Company’s shares are
listed, such provision shall prevail.
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Article 99 Notices for the convening of regular or extraordinary Notices for the convening of regular or extraordinary

R R meeting of the board of directors can be delivered by ~ meeting of the board of directors can be delivered by
the following methods: the following methods:

2) If the board has not fixed the time and venue for  (2) If the board has not fixed the time and venue for
the regular meeting, the chairman shall instruct the regular meeting, the chairman shall instruct
the secretary for the board to serve notice of the the secretary for the board to serve notice of the
time and venue of the board meeting by cable, time and venue of the board meeting by cable,
telegraph, fax, special delivery, registered mail, telegraph, fax, special delivery, registered mail,
electronic mail or by person to all directors and electronic mail or by person to all directors and
supervisors ten (10) days prior to the meeting; supervisors ten (10) days prior to the meeting;

If there is any special provision in the listing

...... rules of the place where the Company'’s

shares are listed, such provision shall prevail;
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Article 182 Add Article 182 and the existing Article 182 and 183 If the provisions of the Article of Association
E-BENT=% are proposed to be renumbered are inconsistent with the applicable laws,

administrative regulations, or the listing rules of
the place where the Company’s shares are listed,
the laws, administrative regulations or the listing
rules of the place where the Company’s shares are
listed shall prevail.
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COMMUNICATIONS WITH SHAREHOLDERS

The Company has placed emphasis on the communication with shareholders.
Shareholders can be updated with the operations of the Company and market
trends through means of website, email and phone enquiries. The information of
the Company is delivered to the shareholders by the following methods:

1. to publish annual reports, interim reports, annual and interim results
announcements and other information disclosure on the websites of the
Hong Kong Stock Exchange and the Company;

2. organizing shareholders’ general meeting, which is also one of the effective
channels to communicate with the shareholders;

3. the Company continues to strengthen communication with shareholders by
means including:

(1) arranging designated staff to meet with shareholders and answer their
enquiries;

(2) arranging on-site visit to the Company for shareholders to understand
the operation and the latest development of the Company in a timely
manner; and

(3) providing relevant financial and operation information on the Company's
website timely.

SHAREHOLDERS’ RIGHTS

To ensure better protection of shareholders’ interests, the Articles of Association
stipulated that where the Company convenes a general meeting, shareholders who
individually or collectively hold more than three percent (3%) (inclusive) of the total
number of voting shares of the Company are entitled to make and submit an interim
proposal to the Company in writing ten (10) days before the general meeting. The
content of the interim proposal shall be within the scope of power of the general
meeting and have clear issues and specific resolutions.
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Shareholders or investors may inquire and give opinions to the Company in the
following ways:

E-mail:

Mailing address:

mlkgdb@mlairport.com

Office of the Board, Office Building of Meilan International
Airport, Meilan District, Haikou City, Hainan Province

For the year ended 31 December 2020, the Board did not receive any request from
shareholders to convene an extraordinary general meeting.

INVESTORS’ RELATIONS

1.

Details of the classes of the Company’s shareholders and particulars on
shareholding in aggregate are set out in the “Report from the Board” in this
annual report;

As at 31 December 2020, 226,913,000 H shares of the Company were held
by the public; and

The Company has maintained active communications with a professional
financial public relations firm and established daily communication channel
between the Company and the investors and fund managers and securities
analyst and media. The Company will publish the key operation information
on a weekly and monthly basis and report the Company's latest development
in relevant media and at the Company’s website by means of press releases
and announcements in a timely manner.

By order of the Board
Wang Zhen
Chairman

Hainan Province, the PRC
28 April 2021
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ABOUT THIS REPORT

Hainan Meilan International Airport Company Limited (“Meilan Airport” or the
“Company”) is pleased to publish this environmental, social and governance
("ESG") report (the “Report”) for disclosure of environmental and social topics
in relation to the sustainable development of the Company and its subsidiaries
(the "Group”) to enable major stakeholders to have a better understanding of
the philosophy, measures and related performance in relation to the sustainable
development of the Group. The Report should be read in conjunction with the
section headed “Corporate Governance Report” in the 2020 Annual Report
of Hainan Meilan International Airport Company Limited in order to have a full
understanding on the Group's relevant performance.

Reporting Period
The content and data of this report covers the period from 1 January to 31
December 2020 (the “Reporting Period”).

Release Cycle
This report is an annual report. The previous report was released in April 2020.

Reporting Scope

Unless otherwise stated, the contents of the Report cover the Group.

Compilation Conformance

The Report was prepared in accordance with the Environmental, Social and
Governance Reporting Guide (the "ESG Reporting Guide") under Appendix 27
to the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Hong Kong Stock Exchange”) (2016 Edition) issued by the
Hong Kong Stock Exchange, and the contents of the Report were determined
and disclosed following the principles of materiality, quantification, balance and
consistency. The Report has complied with the “comply or explain” provisions in
the ESG Reporting Guide, and takes reference to the Global Reporting Initiative
(GRI), Sustainability Reporting Standards (GRI Standards), Guidance on Social
Responsibility Reporting (GB/T36001) and ISO 26000: Guidance on Social
Responsibility issued by International Organization for Standardization, etc. The
environmental and social management policies, strategies, relevant importance and
goals of the Group will be disclosed in the Report.
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Form of Publication

The Report is published in two language versions, i.e. Traditional Chinese and
English. If there is any inconsistency between the two versions, the Traditional
Chinese version shall prevail. You are welcome to access the Report in the PDF
format through the Company’s website at www.mlairport.com and Hong Kong
Stock Exchange's HKEx news website at https://www.hkexnews.hk/.

Data Source
The data disclosed in the Report is mainly derived from the Group's official
documents and related statistics.

Reliability Statement

The report is released after being reviewed and approved by the Board to ensure
that no fictitious record, misleading statement, or material omission is included in
this report.

Feedback

If you have any comments on the ESG work of the Group, please contact the
company in the following ways:

E-mail: mlkgdb@mlairport.com

SOCIAL RESPONSIBILITY MANAGEMENT

Social responsibility management is an important part of the sustainable
development of Meilan Airport. The Group continues to improve its social
responsibility management organization system, identifies and determines
substantive issues, and integrates economic, social and environmental
responsibilities into business activities, to continuously improve the Group's social
responsibility management level.

Social Responsibility Management System

The social responsibility management system composed of the Board of the
Company, the Office of the Board, and the Brand Management Center is
responsible for coordinating related work on social responsibility management, and
further improving the Group's social responsibility management level.

. Board: The highest decision-making body for social responsibility
management, responsible for reviewing and approving the annual ESG report.

. Office of the Board: Ensuring that the Group establishes appropriate and
effective social responsibility management systems, conducts preliminary
review of ESG report and submits it to the Board for review.
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o Brand Management Center: Responsible for analyzing and identifying e mEEERLD  BESTEEICSEEEERE

risks and opportunities related to social responsibility, establishing social s ZUHEEAEEFHBORREHEE
responsibility management policies and implementation paths, and leading & AREBRRRANAESGHRE -

the preparation of the Company’s ESG report.

. Social Responsibility Post: Responsible for establishing social responsibility HEeETHE: AEEVHEEMIEIZE AL HE

indicator systems and promoting the various departments implementing and EHPIERE  SCEM S REEEEIE - BREME
improving social responsibility management, implementing annual work in EEEREEREEFEIEAND  URSHEFER
accordance with social responsibility management goals, and participating in RARESGHRE -

the preparation of the Company’s ESG report.

Social Responsibility Management System of Meilan Airport
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The Group also actively responds to ESG risks, incorporates ESG matters into the  A&EBE EHEEHESGEE - BESGEEMALER Y
consideration of its own development strategies, and the Board is responsible for #RERMNEEHR  THHESZSHAEENESGER
the Group's ESG strategies and reporting. BE I PE AIER (T -
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Communication with Stakeholders

Maintenance of multi-channel and regular communication with stakeholders is an
indispensable factor in the sustainable development of the Group, which helps the
Group to adjust and formulate development plans in a timely manner. The Group
identifies key stakeholders, establishes diversified communication channels, and
conducts comprehensive and continuous communication with all stakeholders, to
deeply understand the expectations and requirements of all parties, and it takes
the enhancement of corporate social responsibility management capabilities as the
first task to effectively respond to and meet the opinions and demands of various
stakeholders.
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Stakeholders Expectations and demands Response of the Group
M EES MEHEER AEE A E E
Government . Implementation of national policy and strategy e Promotion of targeted poverty alleviation

. Operation by laws . Payment of taxes according to law

. Operation by laws, eradication of corruption
and bribery
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Investors . Corporate governance improvement
. Enhancement of risk management and control
REE . ﬁ%ﬂ?ﬁﬁ
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Passengers . Service quality improvement
. Legal rights protection
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. FEAREE  HBRESHETR

. Corporate governance structure improvement
. Disclosure of the Company’s information on a
regular basis

. TEENRELEHE

. EHBEEAREE

. Provision of the best passenger services
. Proper treatment of customer complaints
. Customer privacy protection
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Stakeholders

Expectations and demands

Response of the Group

R AR MEEER AEEME FE
Suppliers . Win-win cooperation . Fair, just and open supplier selection
. Justice and equity o Improvement of bidding system and process
o Training provision
fitpEm . SERE . DY RIE - REEEMER
. NERIE . TEREHE R
. RS
Employees . Employees’ rights protection . Improvement of human resource management
. Perfect career development path system
. Health and safety . Implementation of the work for employees’
. Work-life balance occupational health and safety
. Construction of talent training system
. Care for female employees and employees
with difficulties
BT . RIZEE THEE . BEANEREBBR
. TENBEERBR . BEETITRERRELZETIE
. RRREZ R . BEATEIIER
. TEEAE 1 . BMEZMET  £ER#HET
Environment . Ecological environmental protection . Introduction of energy saving and environmental
U Resource consumption reduction protection technology
. Carbon footprint management
R . RAEAREIRIR . B BEIRIR BT 3| A

Community

HE

B EIRERE

Support of community development
Volunteer service

TSR ERE

EREE R

TR E R

Pairing assistance
Volunteer activities
HEEEK
EREES
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Substantive Topic Management

The Group regularly evaluates ESG issues to ensure that the Group's substantive
topics meet the expectations of stakeholders, market trends and the latest
laws and regulations. During the Reporting Period, the Group, based on its own
development strategy, operating conditions, and stakeholders’' expectations and
demands and with reference to the ESG Reporting Guide and ESG topics related to
the aviation industry, carried out substantive assessments following the principle
of “importance”, to review and adjust the past ESG topics of the Group to ensure
that the substantive topics of the Group meet the expectations and demands of
stakeholders.

After comprehensive review of ESG topics, the Group identified the following 9
topics of high substantiality to the Company, and disclosed the same in the Report
in a targeted manner to more accurately respond to the concerns and demands of
stakeholders.

Substantive Topics for 2020
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Responsibility Honors

As of 31 December 2020, the Company has won a total of 55 awards including 7
major international awards, 11 national awards, 8 provincial and ministerial awards,
4 municipal awards, and 25 industry awards.
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IRIE -

Schedule of Awards (Partials)

HRERE—BF (5 7)

International

TEMERRS

B R 4%

30 April 2020 2020 “"SKYTRAX Five-star Airport”

—ZE-TFHA=+H LT - TFF[SKYTRAXH £ H#5]

13 l\/lay 2020 “Seventh in SKYTRAX Global Best Airports with 20-30 Million Passengers”
—ZEZTFRA+=H LEHE[SKYTRAXZ Bk2,000-3,0008 & B S A= #3555 17 ]

13 l\/lay 2020 “38th in The World's Top 100 Airports of SKYTRAX"
—ZEZTFRA+=H B[ SKYTRAXZ BB S5 #35 TOP1008) 5 381 |

13 May 2020 “SKYTRAX Best Regional Airport in China”

—E-FFRA+=A

10 August 2020
—ZE-TFNATH
10 August 2020
—ZE-TFNATH
10 August 2020
—ZE-TFNATH

ST SKYTRAX Bl 5 £ [ 1 4 45 8%

LACP Silver Award in the Annual Report Competition of the League of American Communications Professionals

SR BB R H B B F SRLACPIR 58

LACP Top 50 Chinese Annual Reports in the Annual Report Competition of the League of American Communications Professionals

SEEREREEBRTRACPH XRET T4

LACP Technical Achievement Award in the Annual Report Competition of the League of American Communications Professionals

SR BB R B IR F IRLACPIR AT A L 2

National

B R&K

9 January 2020
—ZT-EF—-HAH
19 January 2020
—T-TFE-ATAIA
17 September 2020
—ZE-RFAA+TER

23 October 2020
—EZEFTAZ+=H

29 October 2020

—ZE-FTF+A=+NH

30 December 2020
=

—ETFEF_A=1H

Honorary title of “Advanced Unit for Duty Training in 2019” granted by the Fire and Rescue Department
Ministry of Emergency Management
KERRESEEMENRERDBEN - NFENBRIIESE B EETHR

“2019 Advanced Collective for Major Civil Aviation Transportation Work” granted by the Civil Aviation
Administration of China (the “CAAC")
KERTFRERAMER(RMBDEEN - NEFRMENER TIFTEERE]

Membership of the Air Logistics Committee of China Air Transport Association rated by the Chairman’s
Office Meeting of China Air Transport Association

KETERTERBeREERIASTEM=ERNEMEYREE S 8B

Advanced Collective of the National Transportation System for Fighting the COVID-19 (the “Epidemic”)
KEERERRSIMERmEm RS (EEDTESReE]

At the 2020 China Civil Aviation Four Types of Airport (i.e. “Safe Airport”, “Green Airport”, “Smart Airport”
and “Humanistic Airport”) Construction and Development Conference, Meilan Airport won the “2019 China
Civil Airport Service Quality Excellence Award” jointly granted by China Civil Airports Association, China
Academy of Civil Aviation Science and Technology, and CAAC News under the guidance of the CAAC
EZZE_TFRERMOAEES | (BIF#s]  [Fels] BRG] RIAXHES DERFERAS -
EHESRSHEEMBES  FERARSHE  FEEMBERMHARER - PEEMBEBSREN—F
—NEEPERAMSREESEF K]

Honorary title of “National Quality Trustworthy Team” granted by China Association for Quality
LEFREESHSHEEN2RYE 2EFRIHE]KERE
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SAFE OPERATION OF AIRPORT

With the core concept of “zero tolerance for safety hazards”, the Group adheres
to the bottom line of safety and implements the policy of “safety first, prevention
foremost, and comprehensive governance”. It strictly abides by the Law on
Production Safety of the People's Republic of China ((FfF#E AR KMBE L 24 E
7%)) (“Production Safety Law"), the Civil Aviation Law of the People’s Republic
of China ({(FEARZEFMBERAMZEX)) and other laws and regulations in relation
to the provision of service health and safety, the provision of a safe working
environment and the protection of employees from occupational hazards, as well
as the relevant regulations and standards of the civil aviation industry including the
Safety Management Manual ({ZZ2 &2 Fft)) of the International Civil Aviation
Organization, the Civil Airport Operation Safety Management Regulations (&
IS EITLZE2EEMTE)) of the CAAC, and the Guidance on Construction of
Safety Management System (SMS) for Transport Airports (GE#iis % 2 B I8
B2 Z (SMS)2:R¥EF)), to consolidate the foundation of internal safety operation
management and implement safety management, so as to continuously promote
the improvement of safety service quality.

Safety Management

The Group continues to promote the improvement of the safety management
system, and has formulated and implemented the Safety Management System
Manual for Haikou Meilan International Airport ((B8 AXHEERKIS L 2E 18
BEZFM)) and safety management systems including the Production Safety
Responsibility System of Haikou Meilan International Airport ({8 M 3= B #
B2 EZTHIE)) and the Security Risk Management Regulations of Haikou
Meilan International Airport (8 OEFEEBEIR#EIS 2 2R EIRFTE)). It has set
up the Safety Management Committee which governs 9 secondary committees,
including Runway Safety Management Committee, FOD (Foreign Object Debris,
which refers to foreign substance, debris or object that may damage the aircraft)
Prevention Committee and Fire Prevention Safety Committee, to coordinate the
safety management work of the Group.
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R - g MELRE

During the Reporting Period, Meilan Airport continuously improved the quality of
flight operations, and constantly promoted the construction of the mechanism of
airport operation management committee and further strengthened the coordination

BEHA - XERSBERANIDETEE  BER
ﬁn%((ﬁ’*”%% TS CEE &) ERIEM) T8
EZRGBEETREER  E-SNREREEME

in terms of resources supply, unimpeded access to information, collaboration and éfﬁ B EEGE - BRABBMRREESFHRE
linkage, rapid treatment, etc. in accordance with the Guidelines on Construction R4 EWH R - E - AEBIKRMREL2ET © RIE
of Operation Coordination Mechanism (Operation Management Committee) for — =iE# - REAKRATIZ - RISAHEE | BR  GEFEMN
Large Airports (CREEISBITIHAMEIGEE R)ERIEH)) of the CAAC. At the  SBEBHIZMMILETRE - R THILETLZ 2 -
same time, in accordance with the requirements of “guarantee of safe operation,
emergency transportation, controllable risk, and meticulous policy implementation”,
the Group made overall plans and strengthened epidemic prevention and control
and flight operation guarantees to ensure the safety of flight operations.
Safety Management System of Meilan Airport
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In order to effectively prevent safety risks and ensure the safety of flight operations,
the Group has adopted safety protection measures including but not limited to:

(1)

(I

(1

Comprehensive daily security monitoring: Security checkpoint carries out daily
inspections for four levels, i.e. department-level quality control, department
supervisors, department quality control, and team leaders, and supervision
over the job operations of employees at various positions through monitoring
in real time, video review, ledger inspection, spot checks of the contents
that should be aware of and mastered, on-the-job status, etc. covering fire
safety, facility and equipment and other on-site environmental safety, on-
site operation safety, personnel operation safety, etc., to ensure the smooth
operation of on-site security inspection.

Continuous security risk analysis: Security checkpoint prepares the Monthly
Statistical Analysis Report on Safety and Quality Control Data of Security
Checkpoint KZ2REWMAER 2B EFHIEBEAAHIT®E))and the
Monthly Analysis Report on Core Risk Management and Control of Security
Checkpoint (Z 2% &I AEZLREREESHTRE)) on a monthly basis,
and conducts comprehensive and multi-faceted monitoring of the safety
monitoring data and the implementation of risk control measures, to lay a
solid foundation for air defense safety.

Regular aviation safety test: Security checkpoint carries out 1-2 department-
level aviation security tests every month, and further promotes employees
to gain security vigilance through public and non-public tests, to practically
ensure the air defense safety.
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Preparation of innovation and improvement plan for safety and service
project management: In order to thoroughly implement the important work
instructions of the CAAC and actively respond to the Group’s requirements
for the construction of a safety management system, security checkpoint,
based on the safety management system, formulated the innovation and
improvement plan for safety and service project management focusing on
the safety of security inspection posts and service risk sources. A special
working group was set up to carry out a series of work implementation
plans including division of responsibilities, plan implementation, and result
evaluation, to fill gaps, improve the dynamic risk management mechanism,
and comprehensively improve safety and quality operations.

Installation of face recognition equipment: Meilan Airport proactively
implemented the CAAC's requirements on accelerating the establishment
of benchmarking system for the “Four Types of Airport”, and as a pilot of
the CAAC, it became the first civil aviation airport in the country to achieve
full-process clearance through “face recognition”. The Group has installed 5
sets of face recognition boarding gate equipment, 8 sets of face recognition
check-in equipment, 2 sets of face recognition baggage check-in equipment,
and 2 sets of single-gate passenger check gates equipped with the function
of face recognition security check-in in 2020, and launched trial operation of
the full-process security in June 2020.

Improvement of emergency rescue capabilities: A total of 202 emergency
drills were carried out, including 1 comprehensive drill, 171 individual drills,
and 30 tabletop drills. The nature of the drills is divided into emergency
rescue, safety protection, natural disasters, equipment operation, operation
guarantee, fire evacuation, and transportation of dangerous goods.
Participants covered the Company’s leaders to front-line employees. The
Emergency Management Office provided on-site guidance for emergency
drills, collected monthly reports to track the completion of drills, conducted
emergency management audits and verifications on a regular basis and
supervised the completion of rectification for the problems found in the drills.
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On 18 December 2020, in order to test and strengthen the comprehensive
capabilities of various rescue units in dealing with illegal interference incidents,
resource allocation, communication, rapid response, and collaboration and linkage,
the “Comprehensive Emergency Rescue Drill of Hainan Province” was held at
Meilan Airport smoothly. There were a total of 12 subjects in the drill, and nearly
500 people from more than 26 participating units participated in and observed this
drill. The number of participating units and the number of participants was the ever
highest at Meilan Airport.
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Comprehensive Emergency Rescue Drill of Hainan Province
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Safety Culture

The Group coordinately carried out a series of activities such as safety education and
training, continuously promoted safety knowledge to employees and passengers,
and created a cultural atmosphere where everyone values safety. During the
Reporting Period, in order to implement the policy of “safety first, prevention
foremost, and comprehensive governance”, the Group, on the basis of work style
construction for safety practitioners centering on the “three venerations” (i.e.
veneration for life, veneration for regulations, and veneration for duties), amended
and issued the Safety Education and Training Management Regulations of Haikou
Meilan International Airport (CEPEBEFHSSZ 2 KB EIEHIIEIRHRTE)), to regulate
the safety education and training of Meilan Airport and promote the safe operation
of Meilan Airport.
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During the Reporting Period, in order to create a good safety culture, the Group
adopted measures including but not limited to:

(1) Strict implementation of the CAAC’s requirements on “three venerations”,
proactive formation of the security culture of security checkpoint, and
construction of a safety warning education base for the security inspection
stations of Meilan Airport. The base was put into use in August 2020, and
successfully reduced the incidence of unsafe incidents caused by weak
safety awareness by displaying positive and negative cases in the industry,
contraband goods, cultural exhibition boards, warning slogans, and safety
education videos.

(1) Due to full preparation for the civil aviation business skills competition
of Central Southern China, the Group finally completed the goal of “zero
mistakes in practice, and all members of the team win prize”, and Meilan
Airport won the second prize of the group award and the second prize of
team competition. The six team members won a total of 24 awards, covering
all items.

(Il In order to strengthen the safety awareness of employees and actively carry
out safety training, a total of 12 safety education trainings were carried out
throughout the year, and 6 trainings were carried out in accordance with
the guidelines on epidemic prevention and control of relevant departments;
the Group organized and carried out 24 military trainings, catch wrestling
trainings, military boxing trainings and other activities to further improve
the semi-military management of security inspection and strengthen the
organization and discipline of security inspection teams; 3 special trainings
on fire fighting and 2 fire fighting themed movie watching activities were
organized aiming to enhance personnel’s fire protection awareness and
enhance fire emergency response capabilities.

(IV)  Safety cases were collected for preparation of learning briefings. A total of
552 case studies were carried out throughout the year, to strengthen all
employees’ safety awareness and vigilance against safety risks through
cases, and 4 researches on safety issues were performed to dig deep into
safety issues and put an end to hidden safety hazards in a timely manner.

(V) During the Reporting Period, a total of 12 safety-themed cultural team building
activities, 6 production safety-themed competitions and 24 safety-themed
Party class learning activities were carried out to continuously strengthen the
safety awareness of personnel and ensure continuous and stable production
safety; in order to enhance passengers’ knowledge of contraband goods for
flights, 24 publicities on contraband goods were held to effectively prevent
the occurrence of safety incidents; safety education day activities were
organized every month, and safety education day materials were issued.
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Epidemic Prevention and Control

Due to the impact of the Epidemic, the number of flights at Meilan Airport
decreased in 2020. In order to promote the resumption of work and production
in an orderly manner and actively respond to the frequent impact of heavy traffic,
extreme weather and other airspace user activities, the Group formulated and
issued epidemic prevention and control guidelines, work implementation plans,
traffic health and quarantine plans, epidemic normalization work mechanism and
other management policies, and updated and issued work implementation schemes
and plans in accordance with the latest prevention and control requirements, to
achieve the "“five early” prevention and control principles of “early detection, early
reporting, early diagnosis, early quarantine, and early treatment” and to proceed
with epidemic prevention and control in a scientific and orderly manner.

The Operation Management Committee of Meilan Airport promptly launched the
emergency consultation mechanism and the corresponding early warning level,
and adopted measures such as enhancement of the flight rate of passing flights
and integrated allocation of aircraft stands to improve the flight operation guarantee
capability, and thus successfully achieved the annual flight punctuality target. In
2020, the release punctuality rate of Meilan Airport was 91.09% and the punctuality
rate of originating flights was 92.10%, representing a year-on-year increase of 4.68%
and 7.95%, respectively.

In addition to proactively ensure the normal operation of flights of Meilan Airport,
the Group has adopted a series of measures for the boarding gates and check-in
areas to ensure environmental hygiene to ensure the safety of passengers, crew
and employees.

Boarding gate:

. Hand sterilization: In the face of the Epidemic, the boarding gate positions
of the ground service department provided passengers with hands-washing-
free sanitizers in accordance with the epidemic prevention and control
requirements of relevant authorities. Employees were arranged to wear
masks and gloves, and carry hands-washing-free sanitizers for hands-
washing-free sterilization for all passengers at boarding.

O Assistance for application of health code: The boarding gate attendant
reminds passengers to scan the health QR code of the destination and assist
the passengers to fill in the application.
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Check-in area:
. Employees on duty in the check-in area must wear masks and gloves.

. The check-in area is set up with one-meter-distance reminders, and the order
maintenance personnel will remind the passengers in the queue.

. When passengers arrive at the check-in counter, the check-in clerk will
remind passengers to sterilize their hands before going through the check-in
procedures.
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One-meter-distance Reminders in the Check-in Area
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PROVISION OF QUALITY SERVICE

Quality service is the cornerstone of the steady development of the Group’s
business. The Group continues to improve the service management system, and
is committed to safeguarding the rights and interests of customers, continuously
improving the quality of customer services, and properly solving hot issues
that customers care about, to create a warm and beautiful travel experience for
customers.

RHUEEBERS
BERBRARAMEHBRVENES - AREHH
RERBEDHE - HHRERS R THEAR
FRBEE  ZERARFHONRLME  AEF
BERRETHRABES -

9 6 HAINAN MEILAN INTERNATIONAL AIRPORT COMPANY LIMITED e ANNUAL REPORT 2020



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Improvement of Customer Service Quality

The Group has formulated and issued service quality assurance schemes, and
continuously optimizes service models, improves service quality management
systems and enhances service quality in a scientific way based on market
development trends and passenger needs. The methods for enhancing service
quality include but are not limited to:

(1)

(I

(1

(IV)

V)

Perfection of guarantee of flight delay: the Group provided real-time
information of flight dynamics, boarding information and flight delay through
the terminal broadcast and other ways; According to the Manual for Large-
area Flight Delays of the Terminal Management Department (i ik [& & 32 &6
AEFEMILIERF)) and the quick checklist, the Group verified the early
warning levels, information reporting, resource coordination and disposal
procedures, and timely updated the emergency plan to ensure the effective
emergency response.

Provision of transfer guarantee: During the rush hour of the flight, shuttle
buses were put into operation between terminals to shorten passengers’
waiting time and ensure fast transfer of passengers.

Improvement of business environment: The Group carried out special
inspection on commodity safety on a regular basis to ensure that the marked
price, quality, price tag and selling price of commodities were in line with
the reporting status; special inspections were carried out for 15 times.
In addition, to proceed with epidemic prevention, a total of 6 merchants’
monthly coordination meetings were held during the Reporting Period to
convey epidemic prevention and control requirements.

Optimization of passenger services: the visual service experience of
passengers was improved by increasing green plants with an island
atmosphere, carrying out special maintenance for the terminal building,
and introducing the “6S management method” (i.e. SEIRI, SEITON, SEISO,
SEIKETSU, SHITSUKE and SAFE); anti-epidemic innovative services such
as “masks can't block smiles”, “red vests with health code"”, use of smart
robots “Xiao Ai”, and setting “mask recycle bins” were launched to ensure
passengers’ travel with peace of mind; the establishment of “ Construction
Service Pioneer Post of Hainan Free Trade Port (“Hainan Free Trade Port”)",
improvement of parking services, optimization of lost and found procedures,
creation of “one-stop special services for special passengers”, and launch
of “Love Sticker for Special Passengers” service improved passenger travel
experience and highlighted the airport’s humanistic care.

Launch of innovative services: Focusing on passenger experience, Meilan
Airport took the initiative to improve the service process and details. The
“Lanxin Convergence"” service sharing meeting platform was built to
consolidate and continuously improve service advantages, and productize
good service measures. A series of service sub-brands were launched to
show the new image of airport services.
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Meilan Airport launched a series of services for special passengers:
EWRSHEHBHRRERTIRY
1. Your “children’s” company: In order to narrow the distance with unaccompanied children and eliminate the anxiety and tension of
unaccompanied children when they take the flight for the first time or without family accompaniment, the steward adopts squatting
services to communicate and interact with the unaccompanied children on the spot, and accompany the children to board the flight.
1. BWIEIM: REEEEZENER  BRERZEFARBIBRARBHNERDR  BRE - %SRRGS HEERE R EET
WISZREH - WREHEPNRREH -

Your “children’s” company

EHE I

2. Your “vision”: For the elderly, pregnant women, blind and deaf-mute people who do not meet airline’s requirements on services for
special passengers, we provide assistance through enthusiastic and patient guidance throughout the entire journey to help passengers
board smoothly and eliminate their concerns and worries.

2. BNMBIR  BETHEMERAEKREERBELNEFA 2F - BEA BERAZHETHE - @BHRL  MONRIESE  EBik
FNEFISRME - JHRR IR TR R B IR 4 o

Your “vision”

EHINR ISR
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Your “reliance”: Meilan Airport provides wheelchair reservation services for arriving passengers, and arranges service personnel to
prepare wheelchairs to meet them at designated locations, so that passengers can feel the warmth of family after arriving at the airport.
BINBISE - EERSRIBIRTREBFIAORYE  RHERBAELERHIFTHETHEDE  BRERIERSERBZIIRARD
RE o

Your “reliance”

ol

Open of special application counters for special passengers: Meilan Airport officially opened special application counters for special
passengers in the check-in counter area, mainly for special passengers such as unaccompanied children, elderly, wheelchair passengers,
stretcher passengers and disabled passengers. The counters are set up with filling areas and temporary rest areas to facilitate
passengers to submit application for services for special passengers after the check-in procedures and reduce the time required for
distance between the check-in counter and the special passenger service area.
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Open of special application counters for special passengers
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Proper Treatment of Customer Complaints

Meilan Airport attaches great importance to the quality of passenger service and
regards passenger complaints as the key direction for service improvement. The
Group proactively strengthens the management of complaints, and focused on
solving the problems mostly or strongly complained by passengers. During the
Reporting Period, the Group received a total of 753 complaints and suggestions
from citizens’ complaint hotline 12345, consumers’ complaint hotline 315, civil
aviation administration’s complaint system, complaint reporting system, official
Weibo account and Wechat public account of Meilan Airport and other channels,
with a decrease of 11% compared with 2019. The measures adopted to properly
handle customer complaints include but are not limited to:

(1)

(1

100

Improvement of complaint management mechanism: The “customer-
centric” service management system is continuously improved. The 12326
civil aviation supervision telephone service ensures that the passengers can
find the way, find the people and find the answer. Meanwhile, the Group has
formulated and issued the Meilan Airport Complaint Management Measures
((CEBK SRR EIEIHE)), the Business Notices on Regulation of Handling
and Review of Complaints in the Meilan Airport (B8 45 & = B #3151
FIEREIEEAMELIBES)) and the Business Notice on Clarification of
Passenger Complaints against Merchants (B85 BR B ik 3% & 7 P B 32 60 2
#3845 )) and other compliant handling process and procedures, to ensure the
implementation of complaint management.

Optimization of complaint management mode: We have set up three levels
of management agencies, namely, complaint management and supervision
agencies, complaint acceptance and distribution agencies and complaint
handling agencies to clarify the specific functions of each agency; reorganized
the complaint management program, and clarified the handling process
of complaints in various channels such as on-site complaints, telephone
complaints, the CAAC complaints and media complaints; made more specific
requirements for the soothing, replying and filing of complaints; strengthened
closed-loop management through methods such as return visits, account
books and sampling supervision; accelerated the construction of complaint
management platform and the passenger service visualization system at
Meilan Airport on the basis of the docking of the Civil Aviation Consumer
Affairs Center System, and optimized the complaint handling process and
improved the handling efficiency through scientific and technological means.
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(Il Enhancement of complaint performance management: Combining passenger
throughput and historical complaint data, scientifically set complaint
management and control indicators, decompose them into responsible
departments, conduct monthly statistical reports, open complaint channels,
and strengthen management and control efforts; through the brief analysis
of weekly reports and in-depth analysis of monthly reports, the specific
complaint handling is transformed into process control, which plays a role
in strengthening complaint analysis, implementing improvement measures,
and transforming from passive processing to active prevention; we formulate
measures for issuing service performance assessments, incorporate
complaint management into daily service performance assessments, and
publish assessments on a monthly and quarterly basis, and the human
resources administration department of the Company will uniformly deliver
performance.

(IV) ~ Focus on construction of complaint handling team: Dynamically track and
control complaint handlers from personnel qualifications, professional
training, inspection and evaluation, etc., and adopt “outbound + internal
training” to ensure that complaint handlers receive professional training; we
integrate service complaint training resources, compile typical case sets of
complaint management, and continuously summarize complaint management
to improve the complaint handling ability of Meilan Airport.

Customer Privacy Protection

The Group strictly complies with the Law on the Protection of Consumer Rights
and Interests of the People’s Republic of China ((FFZE A R L MBI & & 25 R
#’%)) and other laws and regulations and relevant information confidentiality
requirements, to strictly protect the information safety of passengers, and has set
up archivist positions, to regulate the process and scope of employees’ transmission
and review of customer information. Meanwhile, information reporting personnel
and receiving personnel at all levels are required to strictly maintain confidentiality
during the transmission of passenger information, and are not allowed to forward
passenger information or disclose information to unrelated personnel. If any person
causes information leakage due to personal reasons, he or she will be severely
punished with reference to the relevant system of the Group.

— & — &
= =
— =

FER o BEEAHBAREZERNARAF

RIE - HEMERRS

(Z) BIRFEUERE : HERFEHEAREFER
FEE  MBERTRFERER  TBREXEE
EBPY - AAREEITAETB®R - FBPRATEE - i
BMEENE  BBEARBENT - AREST
ERR > BABKFNEREE(LRBIZEE
FRICIRAF DN - REUCERIE - BRBERIEM
THEMHBESER © GIE T BERBERE %)
EOBRFEEMABERBERER - & A
B FEAGEZER  ARARABITHRHBLS
—HIRER -

(M) BEREFEBEGEZR: RABEH  BXE
J - BRI EERFEEABETHEL
REEANESE - BRERTIME+ a8y 77 SRR
BRIEABBRIEZE(E  BARBIRFFIE
R RERFERATRE - TESRFER
TYEETTHRAS - IR RIS IR RIBRE D) -

REFFRL

AEEEBET(REARRMBEEE B REX)
SERERNMBBELREER  BERERETER
ZE RUBREBEEL REETHEFPELE
B SRERENGEE FARERSRESZHAE -
ZEWABEREEEBENBRETERMERET
1B PREBERZELARAEBABRERES - M
ERAEREARFAEERESME - H2RAEEE
BB (B R AT -

107



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

R HEMERRS

Protection of Intellectual Property Rights

The Group has registered trademarks to protect intellectual property rights. If an
external entity infringes on the Group’s intellectual property rights, the Group will
simultaneously collect evidence and contact the trademark office for protection of
intellectual property rights. In terms of advertising, the Group strictly manages the
advertising resources of Meilan Airport. All advertising and advertising cooperation
business within the scope of Meilan Airport must be reported to the marketing
department of Meilan Airport for approval, and the advertising business shall be
promoted in accordance with compliance requirements and business processes.
If the advertising is placed without the permission of the marketing department of
Meilan Airport, Meilan Airport will impose severe penalties in accordance with the
management provisions of the Group.

GREEN OPERATION

As a responsible enterprise, Meilan Airport adheres to the concept of green
development, strictly abides by the Environmental Protection Law of the People’s
Republic of China ({(F#E AR KRB IRIFEREE)), the Environmental Impact
Assessment Law of the People’s Republic of China ({FhEE A R A MEIRIEE 218
7£)), and the Law of the People’s Republic of China on the Prevention and Control
of Solid Waste Pollution ({3 A R H B & 48 BE 155 2 IR[0778)%)) (the “Solid
Waste Pollution Prevention and Control Law"”) and other laws and regulations
related to waste gas and greenhouse gas, pollution discharge to water and land,
generation of hazardous and non-hazardous wastes, and reduction of major
impacts on the environment and natural resources, and continuously strengthens
the construction of the environmental management system. While strengthening
energy conservation and consumption reduction and improving pollution prevention
and control capabilities, the Group also creates a new benchmark for green airports
in the industry.

In the meantime, the Group has formulated and issued the Energy Management
Manual of Haikou Meilan International Airport (& M 3588 BB #5488 R EIEF M),
which includes energy system operation management, energy use management,
energy measurement management, energy analysis management, energy
management and control, and energy performance appraisal, etc., to systematically
improve the Company’s energy management level and provide guidance for energy
conservation and emission reduction.

| Gl

R ER
AEBECAMERENBERETRE  WINDER
HAEBARERETRE  AEESRFUWEER
BEBERETAREESAE BSHE  AEEY
ERRSESERETEBER - XEBSBENM
BEMESRBRIESAFERRAREFHSMSHE
%o BEARERREBREBEEREER  URE
BEMBSTHHAATBEETESERR - XEHES
HRR AR E E IR EEITRERE -

BERREE

ER—RBAEEIHNEE  XHRSERRERRE
2 BRET(hEARANMBREREER) - (BEA
RAMBRBEZEFEZL)  (PEARKNEE R
WS RBEN R ((EREYTRBERA R DE
BRERMBERE  M/KRIHOES  §ERE
EEEVEL REHRERRAERERBEATE
EVERER - TETIRRFEIL R RER - EINRES
BEfRFE - RIS AMAEE MR - TEITERER
SSIIRAT

IR - AN I E 3 35 M6 O O 2 3 B IR #4052 R B 12
F) - BEREARETER  EREMAER - 2R

AAEER - RRAOMER - EREZERERAMEZ
ERE - RBELRAREERRERKT - SRR

ETRERBE IR LB S

HAINAN MEILAN INTERNATIONAL AIRPORT COMPANY LIMITED e ANNUAL REPORT 2020



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Emissions Management
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FRMERE

()  Greenhouse Gas and Exhaust Emissions (—) RERE  BERHEM
The Group strictly abides by the laws and regulations such as the Law of the REBBEREF(REARLIMBE KRR S EA
PRC on the Prevention and Control of Atmospheric Pollution ({(FF % AR VED (Kﬁﬁ%ﬁﬁﬁﬁ@)?@‘ﬁﬁ)i@?ﬁ%ﬁ N
MBIKFSS5EB87%)) and the Air Pollution Prevention and Control Action S AZRBMNERERER  ZEWE  §
Plan ({XE5 4877851 #1)), constantly improves the management of REHRENEETE -
greenhouse gas and exhaust emissions, and takes more measures to reduce
the impact on the environment.
Types and Quantity of Exhaust Gas Emissions (Note 1)
FERBEER R 22 (1)
Index Unit 2020 2019
BE B —E-EHF —n&E
Nitrogen oxides tons 8.09 -
Aatm i
Sulfur oxides tons 0.01 -
matm i
Carbon monoxide tons 9.87 -
—&a bk U7}
Greenhouse Gases Emissions and Intensity
IBRERBNEREZE
Index Unit 2020 (Note 2) 2019
BE B —E-ZTF(HEF2) —h&E
Total greenhouse gas emissions tons 46,066.11 34,988.88
Emission of greenhouse gases (Scope 1: direct emissions) tons 11,051.70 500.06
BEREHER(EE— - EEHR 7
kg/person 0.67 0.0020
T,/ AR
Emission of greenhouse gases (Scope 2: indirect emissions)  tons 35,014.40 34,488.82
BERE R (EEZ - MEHER U7}
kg/person 2.12 1.42
T/ AR
Notes: MiEE
1 Exhaust emissions mainly come from non-road mobile sources owned by Meilan Airport. 1 F@ﬁ%ﬁfaﬁziE%ﬁﬁé%%ﬁﬁ%%ﬁﬂ%ﬁ%;kﬁﬂ%%iﬂi °
This index is a new one during the Reporting Period, and its calculation is based on the ZIEERREHANIIGEE - HtE 2 E (JRERH
Technical Guidelines for the Compilation of Air Pollutant Emissions Inventory of Non-road B KRS RAMBERUE EREETER &ETT1)) °
l\/l)otg)r Vehicles (Trial Implementation) ((GEEFHEENE AR5 RYIHER) S B ARETiTER (3
7))
2 The greenhouse gases come from the fossil fuel consumption and refrigerant 2 BERERRREFRISOCAMEDERE - RRBEDEFRE

consumption of Meilan Airport and the greenhouse gas emissions caused by the
consumed electricity in the supplier's production process. The calculation is based on
the Guidelines for Accounting Methods and Reporting of Greenhouse Gas Emissions by
Chinese Civil Aviation Enterprises (Trial Implementation ((FERBMETEBRERE
iz AR E#ERE (5177))), the Notice on 2018 Carbon Emission Reporting and
Verification and Emission Testing Plan Development ((BARM#EF 20184 it BEp R & &2
E LR R EH 215 E TIERYEAD)), and the Reporting Guidance on Environmental
KPls ((IR5ERFHAEFEIZIEHRFES])) issued by the Hong Kong Stock Exchange. During
the Reporting Period, the scope of greenhouse gas statistics was expanded, and the
scope of statistics included the Company and its subsidiaries.

THEFHR o BEEHEBRESR

K FBFE RSN T ) FE (A P AR B AZ P T S| B R
i;ﬁ?ﬁﬁi HtED2E2(hERAMELERER

PR E D RRREIER (F17) - BN #EF2018
irﬁyﬂifﬁﬁuﬁm RS R PERROBIET B E TIERR
F) DA T2 7 Bt 32 P 3% M 1O GRIE B S 48 RUB AR EE #R95
5) - HEPRNWAERBHESABEGAEN - 2U&
A BESEAATRAWBAR -
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In order to advance the work of “winning the blue sky protection campaign” and
implement ecological and environmental protection, Meilan Airport proactively
adopted a variety of energy conservation and emission reduction measures to
contribute to the construction of a beautiful China, including but not limited to:

. introduction of new energy vehicles and planning of building charging facilities
through the vehicle “oil-to-electricity” project to reduce the consumption of
gasoline and diesel;

. improvement of the utilization rate of ground power supply and reduction of
the use of aviation kerosene in the field and direct greenhouse gas emissions
through the APU (Auxiliary Power Unit) replacement facility project; and

. Introduction of the energy-saving control system of central air-conditioning
and LED green lamps, and performance of a series of energy-saving
renovation projects to reduce power consumption and indirect greenhouse
gas emissions.

(I) Waste Management
The Group strictly abides by the relevant provisions of the Solid Waste
Pollution Prevention and Control Law, strictly control the key links of waste
management and the hazardous waste disposal rate is 100%.

Types and Quantity of Hazardous Waste (Note)
BEEEWEAREE (W)

REEMTRERRES]ITE  BELERES
& EFBSBEBRRNZ BRI BHEE -
BHEEBNE - 2FETER

. BREHOMNEIRR - SPEMERERRARE
BRFERM R ITRMEERE

. iBAPU(Auxiliary Power Unit + R 60 & Bh &
NEB)ERREEE - T%r%_fﬂ@?&ﬁmﬁﬁﬁ
R OROREENSAERMZEER RO EE
BERBHR : &

o ERRATERANEEIERARLEDEEELR
—RYIENBENCETR B IERIR D E N ERE - /ﬁ}\
Fﬁ?ﬁxmi'ﬁ‘% ERREI R o

(2) EEUEE
A g [ B 48 38 < B BB R W05 AR R0 060D )
BRRE  BEEHERDERMMERD  £F
BRERZE100% °

Type of hazardous waste Unit 2020 2019 2018
EEEEYER B —EIEF —ZT-NEF —ZT-)N\F
Used engine oil Liter 21,548 17,600 18,400
&3 1 7+
Tires Piece 1,566 1,332 1,363
s &l
Storage battery Piece 782 - -
Bl &l

Note: During the Reporting Period, the scope of hazardous waste was expanded, and the
scope of statistics included the Company and its subsidiaries. The tire data for 2019 was
recalculated and updated according to this scope, to ensure meaningful comparison. The
relevant data for 2019 is subject to this report.

M MEPNEEERDBESFBEAAER - BiES uﬁr
HELEARALEAMBAR  UREZHELH —F
NERIBBIBETENR T RER - UHERBEENLL
o — T NERBBURARRE R
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In strict accordance with the requirements of the Solid Waste Pollution Prevention — % B B &R BB R (B EEY S LB B ALY B
and Control Law, the Group hands over used engine oil and scrap tires to third K @ B E R BRERIE A E = T EEKEETR

party professional institutions for hazardous waste treatment. To further reduce the  JERIE - AE— ML EEZEEY) - REBHFEEUAT
generation of hazardous waste, the Group takes the following measures: B

o The Group uses retreaded tires on the rear wheels to ensure safe production, ERRZEZEEBRT  BWFEABF®IE - W
reducing tire scrap; LA REEE

o The Group strengthens the daily inspection of vehicles, timely discovers IEEWMATRE  RNERBRES KRS

abnormal tire, and repairs them in time to avoid accelerated tire wear; and 18 BemiENRESR &
o The Group checks tires from time to time, and turns over the tires according TTEHREWE - BRIERIKERER  Hnihg
to the wear of the tires to extend the life of the tires. TEIME - ERBIRERASS -

Types and Quantity of Non-hazardous Waste (Note)
BEEEYELREE (W it)

Type of non-hazardous waste Unit 2020 2019 2018
BEBERYER B et St 223 —E-NF —E-N\F
Solid waste tons 4,908.71 6,708.55 6,705.07
EgERE Y A
Domestic garbage in public areas of airport and hotel tons 7,587.30 7.126.30 6,546.60
W35 NOBE N HR S 150 AR B3R i}

Kitchen garbage of airport terminal, canteen and

hotel restaurant canteen tons 134.32 157.53 163.27
HISMmuhiE RELBEEEREBHHAIR i
Note: During the Reporting Period, the scope of non-hazardous waste was expanded, and the & : SEHANEZFEEYEEFSAHBEGMEA BB
scope of statistics included the Company and its subsidiaries. The non-hazardous waste BEBRSARALENBAR  WREBEZHEEYH=-F
data for 2018 and 2019 was recalculated and updated according to this scope, to ensure —N\ER - NFEEEEVEHRETENTERSE
meaningful comparison. The relevant data for 2018 and 2019 is subject to this report. oUNBREEEOLEE c —T-N\FR_Z-NFH

BB AR RE R -

Strictly abiding by the Solid Waste Pollution Prevention and Control Law, the Group AN B B & B <7 (E RS BEYS RIRER A E) SR EE
properly collects solid waste and entrusts professional third parties for incineration 8 ZEWREBREEY W EEEEFE=ZHETR
and disposal, to ensure effective and legal treatment of waste and reduce the BREE @ WHEREZVEEN - AXAMERE - BPE
generation of solid waste and its impact on the environment. BEZVNEAURREASRENZE -
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Use of Resources

(N

Energy Management

The Group strictly abides by the Promotion Law of the PRC on Cleaner
Production ((hREARKEMBEFREEMREL)) and other laws and
regulations, adopts diversified measures to improve energy use efficiency,
and strengthens energy conservation and emission reduction management,
to promote the construction of a green airport of Meilan Airport.

Type and Quantity of Energy Consumption
BER B R B &

BIRE A
(—) BERERE

AEBFEARET(hEARKMBEREE RE
E)VEERER - MBS B - "I RLIRE
R IREfEERBEE T - fREXHEIGARE
Wi -

Type of energy Unit 2020 (Note) 2019 2018
RRER B ZEZF(ER) —E-NF —E-)\F
Direct energy consumption tons (standard coal) 746.55 242.48 275.71
HERRER A (R L)
kg (standard coal)/person 0.05 0.01 0.01
Fr(REK) AR
Indirect energy consumption tons (standard coal) 7,053.39 6,947.51 6,172.76
PRIZ AL IR WA (R 1)
kg (standard coal)/person 0.43 0.29 0.25
Fr(REK) AR
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Note: During the Reporting Period, the scope of energy consumption was expanded,
and the scope of statistics included the Company and its subsidiaries.

Meilan Airport attaches great importance to the construction of a low-carbon
and energy-efficient green airport. In 2018, it passed the level 1 certification
of Airport Carbon Accreditation of ACI. It strived to minimize energy
consumption by continuously introducing advanced technology, replacing old
equipment and taking other measures to improve energy efficiency. Meilan
Airport has performed energy conservation retrofit projects including bridge-
mounted equipment and ground energy equipment in replace of aircraft
APU, green lighting LED transformation, central air-conditioning energy-
saving management and control system transformation, high-efficiency wind
cabinet transformation, photovoltaic power stations, etc., which have reduced
carbon dioxide emissions by approximately 23,000 tons, achieved annual
power savings of approximately 13.79 million kWh, and water savings of
approximately 516,700 tons.

M MEFAERERBERFBEAMEN - &
B HERE A AR RAKWBAT -

EHRSSEERERENEOEBRER
BERZZE—\Fi@BBEF#EHEACA(AIrport
Carbon Accreditation * #3585 FE MR E) — R R
FBBERBSIASERN  EEEERBSE
M BRAREREER  ReERMBEE X
B B TR R A R E AR R B AR
HEAPU - 42 FRRALEDEE « P REFIRIAEE I
RFE - mAEERE - KRB EF 1081
HiReETE R - R SRR 2. 38 0
BRTEHNAEH1,3798E - £ik#51.678
Mg o
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Meilan Airport will continue to promote green and low-carbon life and
continuously improve its energy management system, and continue to
promote sustainable development strategies and build an ecological green
airport that is “energy-saving, environmentally friendly, technological
and humane"” through promotion and implementation of green lighting,
optimization of the monitoring and control system of mechanical and
electrical facilities and the central air-conditioning energy-saving management
and control system, vehicle “oil-to-electricity” projects, acceleration of the
application of decentralized photovoltaic power generation, and expansion
of reclaimed water system and other energy-saving and emission reduction
projects.

Water Resources Management

The Group strictly complies with the Water Law of the People’'s Republic
of China ((#E AR FEFIBI/KE)) and the Water Pollution Prevention Law
of the People’'s Republic of China ((AF# A REFMBIAGT R AE)) and
other relevant content, to minimize the impact of sewage discharge on the
environment during operation, and strengthens the use of circulating water
technology to improve water resource utilization. Meanwhile, the Group
strictly abides by the Standards for Comprehensive Wastewater Discharge
(CEKERA BERIZZE)) and other regulations. When the treated waste water
of Meilan Airport meets the standards set out in the Quality of Recycled
Urban Wastewater for Landscape (<3 m)5/K B AR A REIRIRAKKE)),
it will be recycled and used for greening, road spraying, etc. of airport, to
reduce environmental pollution.

Statistics of Water Resources Utilization

KREBRFIBE R Feat &

RIE - HEMERRS

MBS BB ESEEREE  THTEe
REERER  TEHRBHEE EEGeRA - B
EREREELEERGEPREFEREER
B EEWDMEITRE - NRER D AR IRE
B BATUKESZEHLAIIAR - FHEEER
SERREE  BREMEO  RE B AK
LI R AR B IS

KEREE

AEEEEET(PEARKMBAE) R(FE
ARKAMBIKOTRIAE) EEHAR @ KEE
HRS KBS RENFERERE - WHR(L
BERKBATER - R /KERFAE - @R - K
SEERETCTKEAHMBRE)FHE - X
B SRR IR E B TS KB AN B RE
BIERAOKE) JIHMRER - ST E R A
WIS REE - BRERERS - BIEHRENS

Index Unit 2020 (Note) 2019 2018
BE B ZEZF () —E-NF —ZE-)N\F
Total water consumption 0,000 tons 218.72 301.85 199.61
HEFEK B IE

Water consumption per capita ton/capita 0.13 0.12 0.08
AIGFEK LY NIN

Reclaimed water 0,000 tons 51.67 43.39 56.36
LVINEIT Ea

Note: During the Reporting Period, the scope of water resources utilization was
expanded, and the scope of statistics included the Company and its subsidiaries.
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The Group is committed to strengthening the water resource utilization
management. During the construction of Meilan Airport, we adopted a
reclaimed water treatment system to reuse the reclaimed water that has
reached the national first-level discharge standard for the airport to reduce the
total water consumption. In addition, the Group has no problems in obtaining
suitable water sources. During the Reporting Period, the Group saved a total
of approximately 516,700 tons of water resources.

Since the Company’s main business is the operation and management of
Meilan Airport, no packaging materials used in the product are involved.

Environment and Natural Resources

During the construction and operation of the airport, the Group will have a certain
impact on the ecological environment. For example, noise will be generated during
the takeoff of an aircraft and will have a certain impact on the living environment of
birds. The Group attaches great importance to ecological environmental protection
and has adopted a series of ecological protection measures to minimize the
negative impact on the environment.

Bird protection: The Group is fully aware that while ensuring the safety of civil
aviation, it will inevitably have an impact on the birds living in the Meilan Airport and
even the ecological protection. As a result, the Group seeks a balance between civil
aviation safety and ecological protection on the premise of ensuring flight safety,
so as to reduce the harm to birds. During the Reporting Period, the Company
continued to cooperate with Hainan Academy of Forestry, Hainan Libo Animal
Protection Center, and Haikou Swan Lake Animal Base to jointly carry out research
on cherishing bird rescue and research on endemic birds unique to Hainan Island.
A total of 9 national second-level protected birds were rescued throughout the
year. In addition, the Group also implements noise control in accordance with the
requirements of relevant departments, and carries out noise monitoring around
Meilan Airport, so as to meet all the requirements of noise monitoring and flight
track monitoring system.

ANTI-CORRUPTION ACCORDING TO LAWS

The Group strictly abides by the Company Law of the People’'s Republic of China
(R ARFFIEIARELY), the Criminal Law of the People’s Republic of China ({/
#= ARINEPEY) and other laws and regulations on the prevention of bribery,
extortion, fraud and money laundering, and has formulated and issued relevant
systems to regulate and supervise the collective decision-making of major issues
of the Company. In addition, the responsibility system for discipline inspection
and supervision has been established and improved to prevent the occurrence of
corruption. Moreover, the Group has also set up internal and external complaint
mailboxes and reporting hotlines to accept relevant complaints. During the
Reporting Period, the Group carried out various anti-corruption and integrity case
education and study, and organized the Company's in-service employees to study
warning education and case studies on 15 October 2020.
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As of the end of the Reporting Period, the disciplinary inspection and supervision
department has accepted and initiated 15 incident investigations, processed 1
offender, and proposed 18 investigation recommendations.

PROMOTION OF EMPLOYEE DEVELOPMENT

The Group always adheres to the “people-oriented” talent management philosophy
and is committed to safeguarding the basic rights and interests of employees.
It proactively promotes the personal development of employees, so that all
employees can achieve the goal of “development in career, happiness at work and
quality of life” in the warm family of Meilan Airport.

Protection of the Rights and Interests of Employees

The Group strictly abides by laws and regulations in relation to remuneration and
dismissal, recruitment and promotion, working hours, holidays, equal opportunities,
diversification, anti-discrimination, and other treatment and benefits including the
Labor Law of the People’'s Republic of China ((FZEARLFIHLAENL)) (the “Labor
Law"), the Labor Contract Law of the People’'s Republic of China ({FZEARILAN
FEEENARELE)) (the “Labor Contract Law”) and the Law of the People’s Republic
of China on the Protection of Minors ({FREEARKEFBIRKFAREE)), and has
formulated and issued relevant human resource management policies, such as
Temporary Measures for Labor Contract Management ((Eh&RIEIRBEITINEY),
Attendance Management Regulations ((EE/EEIFFE)), Detailed Implementation
Rules of Enterprise Annuity ({{S¥FEEMARN), etc. It also insists on openness,
equality, competition, and selection of the best, does not cause any discrimination
due to religion, gender, nationality, ethnicity, age, disability, marital status, etc., and
resolutely prohibits the employment and use of child labor and resists all forms of
forced and compulsory labor.

In case of illegal employment, the Group will deal with illegal employment according
to the Labor Law and other relevant laws and regulations; If an employment contract
needs to be negotiated and terminated, the Group will handle it in accordance with
the relevant procedures and regulations of the Labor Contract Law. During the
Reporting Period, the Group did not use child labor or forced labor.

The Group has prepared the Standard Management Measures for Talent
Introduction ({ A BI#EZAEE R #EK)), which stipulates the scope of application of
the system, the types of positions introduced, the principles of talent introduction,
the basic requirements of talent introduction, the procedures of talent introduction,
etc., to standardize the talent introduction of the Group, ensure fair, just and open
introduction of talent, and improve the efficiency and quality of talent introduction.
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According to national laws and regulations, the Group has formulated a standardized
system in terms of overtime, attendance, vacation, social insurance, provident fund,
etc., and handled “seven social insurance and one housing fund” for employees,
including five social insurance (endowment insurance, unemployment insurance,
work injury insurance, medical insurance and maternity insurance), commercial
supplementary medical insurance, employer liability insurance and housing provident
fund. Besides, based on the actual situation, the Group continuously increases care
for employees, provides paid annual leave which is better than that as stipulated
by state regulations, and other leave benefits. And employees are also entitled to
physical examination, mutual aid funds, holiday fees, birthday congratulations, sick
leave visits, wedding payment and many other special benefits. According to the
Labor Law and the Interim Measures of the Implementation of Civil Aviation about
the Flexible Working Hour System and Comprehensive Calculation Working Time
System” (Min Hang Ren Fa [1996] No. 81) (EMET N ER TIEHMGEASHE
T THERIE1TIE) (RATAF[1996]815%)) issued by the CAAC, a working hour
system combining standard working hours and comprehensive working hours is
implemented depending on the actual production and operation needs of the Group.

Human Resource Performance

As of the end of the Reporting Period, the Group had a total of 1,051 employees,
including 437 female employees, accounting for 41.58%. The Group has signed
labor contracts with all employees, and the labor contract signing rate has reached
100%.

As of the end of the Reporting Period, the staff turnover rate of the Group was
8.18%. To continuously improve the staff system management, the Group
investigates the reasons for employee turnover through questionnaires and
interviews. The main reasons for leaving employees include their personal career
plans, family reasons, retirement at the legal retirement age, salary and benefits.
The Group continues to strengthen employee career development, salary and
welfare, employee care, etc., and has formulated the Dual Channel Management
Measures for Employee Career Development and the Employee Care Management
System, etc., to improve employees’ happiness and sense of belonging, so as to
retain talents and reduce the turnover rate of employees.
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Statistics of Employees (Note 1)
B TIgREIR7atZ& Wat1)
Name of indicators 2020 2019 2018
A —z-%F —T-NF —F\F
Total number of employees (individual) 1,051 1,010 892
BT R (A)
Total number of employees by gender (individual) Male employees 614 578 358
ZMRIE SR B TEE(AN) BET
Female employees 437 432 534
ZET
Total number of employees by region (individual) Hainan Province 1,051 1,010 892
@B S HE TR (A) pisa=ak)
Percentage of female employees in management (Note 2) 33.93% 28.41% 28.81%
EEEPLME A (H5E2)
Turnover rate (Note 3) 8.18% 16.14% 16.54%
B IRk E(HE3)
Turnover rate by gender Male employees 7.33% 11.94% 8.10%
BIERE DM B TRAE EET
Female employees 9.38% 16.44% 7.49%
ZET
Turnover rate by region Hainan Province 8.18% 16.14% 16.54%
RiEE S KB TiRkE istEaEo)
Turnover rate by age Aged under 35 11.58% 18.43% 10.95%
RERESHEIRAR 35ERIA T
Aged 36-40 3.38% 4.67% 1.67%
36-405%
Aged 41-45 0.92% 9.09% 2.06%
41-455%
Aged 46-50 3.17% 7.20% 0.00%
46-505%
Aged 51-55 2.50% 13.51% 13.51%
51-555%
Aged 56-60 20% 23.08% 9.09%
56-605%
Number of employees with disabilities (individual) 14 4 0
BR AERBAZ(A)
New job offers position (individual) 143 155 71
IR ALRL A (1E)
Notes: 5T -
1 During the Reporting Period, the statistical indicator of employee was expanded. The 1 REHANE TBERBEFHEEAMELR - WIRIEZIE

employee data for 2018 and 2019 was calculated and updated according to the indicator,

to ensure meaningful comparison.

2 Management refers to cadres at the grassroots level and above.

3 The employee turnover rate is calculated according to (the number of employee turnover
in this category/the number of employees in this category during the Reporting Period)

*100%.

BE - \FR-_ZF-NFREIHEBRETHERE
¥ ARREEENLE -

2 EIREIEEE MA LA

3 BT RARZBGLERN B IRKIAR MNikEHZE
HIETAB)*100%:TE ©

TEER « SEEHEREERGARAT | ]



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HeMELwmS

Employees by age in 2020
—E_EFETFRIM

3.81% 1.43%
L |
11.99%
1037%
14.08% \ | 5833%
I Agedunder3s || Aged36-40 [ Aged 41-45 Aged 46-50 Aged51-55 [JJ] Aged 56-60
358 LT 36-408% 41-458% 46-508% 51-558% 56-60%%

Employees by education background in 2020
—ERCEFEIZRSMH

4.76%

13.89%

7.90%

48.62%

24.83%
Technical secondary Senior high . College . Bachelor's  [JJ] Master’s degree
school and below school degree or above
FERUT =L K& e S ErtRMARERAL
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Employees by position in 2020
—ECEFETIRUS M

6.18%

L/

3.71%

l 0.76%
o

. Senior management . Middle management Junior management . Staff at grass-roots level

BREERE PR EERE EEEERE

Occupational Health and Safety

The physical and mental health of employees is the cornerstone of the long-term
development of the Company’s business. The Group has been committed to
protecting employees from occupational hazards, providing employees with a safe
working environment, and ensuring employee welfare, safety and health. The Group
regularly arranges employees to undergo physical examinations, provides health
classes and conducts occupational disease prevention training in strict accordance
with the Safety Production Law, the Law of the People’'s Republic of China on the
Prevention and Control of Occupational Diseases ({FFZE A & H M BB %2 %0554
7£)) and other laws and regulations, to actively strengthen employees’ emotional
management and mental health construction. During the Reporting Period, the
medical examination coverage rate of employees of the Group was 100%.

— % — T
—E-F

EEET

BERELR
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Types and Data of Employee Health and Safety Indicators
B TFHE T IEFERE IR

RIEEEAIEBHR)

Name of indicators 2020 2019
EEER —ECEF —E-NF
Number of work-related fatalities (person) 0 0
ETT#AZA)

Rate of work-related fatalities (%) 0 0
ET Tt (%)

Lost days due to work injury (day) 60 0

Expansion of Development Channels

In order to broaden the career development channels of employees, effectively plan
the human resources of the Group, and practically improve the organization ability,
the Group has built a diversified development platform for employees through a
series of measures including improvement of the training management system and
drafting employee training plans, enhancement of faculty training, promotion of
curriculum development, shared knowledge management, etc.

Optimization of training management system:

114

Preparation of the Management Regulations for Team Leader Training of
Meilan Airport ((CERSHIZ A RIFFIE IR E)), the Management Measures
for Management Cadre Training of Meilan Airport (Trial Implementation)
(ERESERHIFIEEIVEGIT))), the Management Measures for
Outsourcing Personnel Training of Meilan Airport ((ERFH#ISIME A B1EF
EIBHEE)), the Management Measures for Supervisor Training of Meilan
Airport (Trial Implementation) (ER#5 E EFIIERILE(F1T))), ete. to
continuously improve the construction of the training system.

Improvement of the new employee induction training management
mechanism, clarification and standardization of the new employee induction
training management process, and assisting new employees to integrate into
the corporate culture and environment.

hREREE
REEETIRELRBE  AUREIATEEANE
R ERABEE N ASERATESEIEEE
RIBETE B THIFE - e bMEEE « HERE
R HEMBERE—REE REIXNERERE
yn{tﬁ‘ﬁé@ﬁé} o

@ﬂ:iﬁpﬂl HER:
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Enhancement of faculty training:

Preparation of the Lecturer Management Regulations of Meilan Airport ({3
LI B EME A8 7E)) and establishment of a cycle management system
of “selection, employment and training with evaluation” to conduct all-
round management of lecturers from five dimensions, i.e. lecturer selection
and employment, duties and responsibilities, faculty training, incentive
development, and assessment improvement.

Training, selection and recruitment of preparatory, junior, intermediate
and senior lecturers and implementation of the classified management of
lecturers at all levels.

Professional training for lecturers to improve their professional qualities and
training skills in all aspects.

Active development of curriculum:

Formulation of the Course Development and Management Regulations
of Meilan Airport ((CER#IGHRIZEFMETEEIEZIEE)) to clarify curriculum
development standards and procedures, and establishment of resource
sharing mechanisms for internal curriculum.

Terminal Operation Management Training
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Team Leader Training
B4R RIEH

. ' . .._i ;
R R AT I
AV, ';%'\ﬁ;nt-h& ‘t " 4
], W3R m B BA
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Customs Policy Interpretation Training

BRABCR R AL
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Types and Data of Employee Training Indicators

B TIH 5 R B T

IRIE -

TEMERRS

Training indicators 2020 2019 2018

EAER —EIRF —E-NF —\F

Training rate of male employees (%) 100 / /

SETHEIE(%)

Training rate of female employees (%) 100 / /

ZETHEIIE(%)

Training rate of senior management (%) 100 100 100

RAREREENE(%)

Training rate of middle management (%) 100 100 100

PREREEIIE(%)

Training rate of staff at grass-roots level (%) 100 100 100

EEETHINE(%)

Training hours of male employees (hour) 2,449.00 / /

58 THE IR B (6F)

Training hours of female employees (hour) 1,744.50 / /

78 TIFHIR 8U(8)

Training hours of senior management (hours) 11 101.50 54

SREIR B G) 18.50 hours/person 10.15 hours/person 3.86 hours/person

18.50/NEF A 10.15/\BF A 3.86/) N\, A

Training hours of middle management (hours) 107 269.50 62.50

AR E TR 3 R () 3.24 hours/person 7.29 hours/person 1.49 hours/person
3.24/NB8 N 729N\ A 1.49/1\8 /A

Training hours of staff at grass-roots level (hours) 3,975.50 3,755.00 1,479.50

AEEBTHIIREER 4.96 hours/person 3.96 hours/person 2.80 hours/person
4.96/NEE A 3.96/\EF A 2.80/NEF A

Enrichment of Employees’ Life EEETHE

The Group pays attention to the well-being of employees and hopes to ensure
that employees have a balance between work and life. To this end, the Group
carries out a variety of cultural and sports activities. Meanwhile, it actively assists
each employee, never treats employees differently due to their gender, physical
conditions, family status, etc., and treats them equally. The Group is committed to
“solving problems, doing practical things, and seeking for benefit” for employees,
creating a happy family with dreams of employment, glory of retirement, happiness
and difficulties to share, and having a happy and healthy time.

AEERIE TR FEMKRE T THRELERY
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Care for young employees: the Group organizes cultural and sports activities, such
as literary salon for young employees, skills competition, basketball games, football
games, calligraphy and painting competitions, and Hainan Civil Aviation Staff Sport
Event.

Care for female employees: Meilan Airport encourages all units to set mother-and-
baby rooms in terminals and the rest area for employees, and has commissioned
a professional company to carry out daily management, and regularly hold lectures
on mother-to-child care knowledge for female employees during the delivery period
and tourists who are mothers to grasp infant childcare practices and to better care
for the healthy growth of infants and young children.

Care for employees in need: the Company has set up a love foundation to provide
assistance to employees who are seriously ill or whose families suffered from
accidents. Through the establishment of files of employees in difficulty, timely
grasping the family of employees in difficulty, and starting the employee assistance
channels, we actively solve the urgent needs of employees in difficulty and
retired employees through insurance claims, mutual assistance funds, and internal
donations.

Birthday Party of Employees
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Sports Meeting of Civil Aviation Workers in Hainan in 2020

CECEESEHERMBIEDS

WIN-WIN SUPPLY MANAGEMENT Amf,\ﬂﬁmii

Meilan Airport is committed to improving the supplier management system, ZMHEEBRHITEHEBERER  BRBERRE
conducts procurement in strict accordance with national laws and regulations and ?%Eiﬁiﬁﬁﬂéﬁﬁ T@T? T?RE% RENEEBR T IE o R
continuously improves risk prevention and control in the procurement process. The B X BIEHEFRE - nEE - RBHl - BEE
procurement system includes information such as supplier certification, grading, RHZFEE @ BBEEH FE?ﬁTTF% = ﬁ’&ﬁﬁ NN

classification, cases, blacklist withdrawal, etc. An open, fair and just procurement 3 + RIEAIREEIRE -
environment has been created through the regulation of suppliers’ behaviors.

—T-THEH . sEEEER=EReaRAe |19
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Supplier Management

The Group has established a perfect supplier management system to implement
hierarchical management of suppliers, and it regularly evaluates the overall
performance of suppliers and strengthens the qualification review of bidding

HEBEE

suppliers, to constantly improve the supplier management of the Company.

Improvement of supplier
management system

SEREREERE

Enhancement of supplier management

BICHEREE

FEBRYTENHREDERRE  BERHERHIR
B EHHHERSSENCETIIE - IRERHE
EEERES TR AEEHERERKYF -

Driving suppliers to perform their duties

TEHERER

. Formulation of the Supplier Management
Process ((£ERIEERIZ)) and the
Management Measures for Suppliers of
Small and Medium-sized Infrastructure
Projects ((fp/NEUEZIA B HIERG B IR
%)) to clarify the supplier introduction
and exit mechanism

. HIECHERERERE) « (PNEER
ERHERERIE) - HREEERS
HE AN IR H e

Implementation of hierarchical
management of suppliers

Regular and objective evaluation of
supplier performance and adjustment
of supplier level

Enhancement of qualification review of
bidding suppliers
BraftEm o RER
FHEENEHERERRE
IR EREERERES

i
=

S
/|

Suppliers are required to provide
information on its environmental
protection and social responsibility
Suppliers are required to meet the
standards and laws and regulations
on environmental protection of the
Ministry of Ecology and Environment
EREERREARBRENLEE
EES
ERHER TN EBRELIRIRHIR
BRERANEENERER

Supplier Introduction and Exit Mechanism

The Group has established a sound supplier introduction and exit mechanism, and
strictly implements the Supplier Management Process ({2 7T2)) and
the Management Measures for Suppliers of Small and Medium-sized Infrastructure
Projects ((FR/NEUEZETH B EREE R PA)). As of the end of 2020, the Group

had 146 suppliers, of which 76 were introduced during the Reporting Period and 5

suppliers exited.

Number of Suppliers Introduced and Exited

HAER S| AR H#

R ER A R 2 0 G 3 ARUR H 5
(B E R RIZ) R (RN R I B T
A BE-TCTFE  AEEMEHYE 1460 -
R 8 5 EIPO TS| A GLAE 761 - IR M GRS -

C BRAIRETT

E ] 5/ PR 1 8 K
Indicator Number (individual)
bip:d B E (@)
Total number of suppliers 146
HIERE R
Suppliers introduced in 2020 76
—ETFSEMER
Suppliers exited in 2020 5

“ECTERIMHER
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Suppliers by Geographical Region

HIEB I IE D 18R

Number of suppliers (individual)
Provinces/cites &% HEREEE (E)
Hainan BEE 79
Guangdong ERE 16
Beijing ERmm 16
Jiangsu TERE 6
Shanghai g 5
Hong Kong, China PEEE 4
Tianjin REM 4
Shandong IWEE 4
Sichuan milE 3
Hubei #Mits 2
Zhejiang HTA 2
Hebei b 1
Liaoning EmE 1
Jiangxi PGiES 1
Guangxi i) 1
Hunan iR 1
Total =E 146
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JOINT CONSTRUCTION OF A HARMONIOUS
COMMUNITY

Meilan Airport proactively fulfills its social responsibilities and fully promotes the
implementation of national policies on targeted poverty alleviation. It continues
to invest resources in targeted assistance, voluntary services, etc., to make
contributions to serving the people’s better life and create a sustainable community.

Targeted Poverty Alleviation

Taking pairing assistance activities as the starting point, the Group gave full play
to the vanguard role of the party branches and party members to advance poverty
alleviation.

Ideological education: We organized cadres of the Party branches to conduct
ideological guidance for poor households, to help them change their concepts,
overcome the “wait, rely, and demand” ideology, and get rid of “mental poverty” to

increase confidence in getting rich.

Targeted poverty alleviation: the Party branches were organized to carry out the
“one-on-one” poverty alleviation project, in which Party members were arranged to
the poor households for poverty alleviation, and the accumulated poverty alleviation
amount was RMB36,000; as a proactive response to the CPC Central Committee’s
call for “targeted poverty alleviation”, the Group and the Hainan Provincial Civil
Aviation Office went to Shuiwei Village, Shiling Town, Baoting County to carry out
targeted poverty alleviation activities, and distributed poverty alleviation funds of
RMB30,000 to poor families for the villagers to purchase poultry and crops, to help
villagers get rid of poverty from the source; pairing assistance was conducted with
the Sumin Village, Yanfeng Town, Meilan District, and a donation of RMB20,000
was made to help the installation of village street lamps and the construction of
village cultural library. The Group discharged its corporate social responsibility with

practical actions.

Poverty alleviation by consumption: The Group responded to the call of relevant
authorities in time to purchase agricultural products during the Epidemic; employees
were organized to go to Yanfeng Town and other places to purchase unsalable
vegetables and fruits, and were encouraged to purchase online products to solve
the problem of unsalable agricultural products. In November 2020, the Labour Union
of Meilan Airport held the 2020 Hainan Civil Aviation Workers Games and purchased
agricultural products as the prizes of competitions, which won unanimous praise
from participating units and effectively fulfilled its corporate social responsibility.

Since 2016, Meilan Airport has helped 27 employees in need through the Love

Foundation platform, with a funding amount of RMB1,150,000. Besides, an initiative
was proposed within the Group and RMB300,000 was raised for 5 poor employees.

1| 7
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Volunteer Service

The Company continuously carries forward the spirit of volunteer service, and offers
various volunteer services to facilitate passenger travel and actively cooperate with
relevant government action.

Serving passenger travel: the volunteer activities involving all employees were
conducted to actively resolve passengers’ doubts and improve passenger
satisfaction; in the service ambassador volunteer activities of Hainan Free Trade
Port, volunteer staff proactively provided service guidance and showed the service
style of Hainan Free Trade Port; the Group set up service points in key areas of
Meilan Airport including exits, check-in counters, information counters, and security
check channels to provide more diversified services such as inquiry guidance,
luggage assistance, and self-service check-in for passengers, and was thus affirmed
and praised by all walks of life. During the Reporting Period, the Group received 33
pennants and 502 letters of commendation.

Cooperation with relevant government action: In compliance with the Administrative
Regulations on Smoking and Smoke Control in Meilan Airport Terminal ((GEB# 5
M Uh RS E R IE E 1B MR TE )) issued, we were responsible for stopping smoking in
non-smoking areas, discouraging and educating smokers to enhance the image of
Meilan Airport.

Organization of public welfare activities: volunteers were organized to assist the
voluntary blood donation activity and maintain order on the spot of the blood
donation activity.
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ESG CONTENT INDEX ESGIE £

Subject Areas, Aspects, General Disclosures and KPls

TEHE  EFH - —REERBARERER

2]

Chapter(s) in the Report
FERBREEMH

A. Environmental
A. RE

Aspect A1 Emissions

BEA1T BB

General Disclosure

KPI'A1.1
KPI'A1.2
KPI'A1.3
KPI'A1.4
KPI'A1.5

KPI'A1.6

—RIEE

RS IR IRA
RS IEIRAT .2

BSEAEIEIRA 3

RS MIEIRAT 4

B4R AR IRA1.5
RS MIEIRAT.6

Information on:

(@)  the policies; and

(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer relating to air and greenhouse gas emissions,
discharges into water and land, and generation of hazardous and non-
hazardous waste.

The types of emissions and respective emissions data.

Direct (Scope 1) and energy indirect (Scope 2) greenhouse gas emissions (in

tonnes) and, where appropriate, intensity (e.g. per unit of production volume,

per facility).

Total hazardous waste produced (in tonnes) and, where appropriate, intensity

(e.g. per unit of production volume, per facility).

Total non-hazardous waste produced (in tonnes) and, where appropriate,

intensity (e.g. per unit of production volume, per facility).

Description of emissions target(s) set and steps taken to achieve them.

Description of how hazardous and non-hazardous wastes are handled, and a

description of reduction target(s) set and steps taken to achieve them.
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IR ESEREN B IZR AEDEL B IZATREN TSR -
HlEBEERBEEZEMN AL - RMERAFTLAREBIZRAEREL
BiZATIRER P -

Green Operation

Emissions Management

Emissions Management

Emissions Management

Emissions Management

Emissions Management
Emissions Management

RERREE

PERYE R
PERYE R

PERYE R

PERYE R

PERYE R
PERYE R
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RIE - HEMERRS

Subject Areas, Aspects, General Disclosures and KPls

ITRER BHE —REERBREEANES

Chapter(s) in the Report

FrERHREEH

Aspect A2 Use of Resources

EEA2 EHEREA

General Disclosure

KPI'A2.1

KPI'A2.2

KPI'A2.3

KPI'A2.4

KPI'A2.5

—RRIE
BSR4 R IR A2,

PR A M EIRA2.2
RS A A E1RA2.3
FASEAAMIEIRAZ 4

FASE A IEIRA2.5

Policies on the efficient use of resources, including energy, water and other
raw materials.

Direct and/or indirect energy consumption by type (e.g. electricity, gas or oil)
in total (kWh in '000s) and intensity (e.g. per unit of production volume, per
facility).

Water consumption in total and intensity (e.g. per unit of production volume,
per facility).

Description of energy use efficiency target(s) set and steps taken to achieve
them.

Description of whether there is any issue in sourcing water that is fit for
purpose, water efficiency target(s) set and steps taken to achieve them.
Total packaging material used for finished products (in tonnes) and, if
applicable, with reference to per unit produced.

EREAERBELR - KEEMEMEDHBER o
RERNESNEER/SBEERE - Kalon) @FEE AT EFEREE)
RmEMAGES B - BEREAE) -
BREKEREEWMAGESEN - BIERMEH)

R FTRT SR BEIRE B2 B IR A R R iE R L B AR TR 2 8% -
FASKEUE R/KIR LR B EAIHERE - A RATRI Ak E B R R AERIE
LE B R P ERENE) PR
HRmATAREMHNES CAMAE) R (WER) BEEBMLES -

Use of Resources

Energy Management

Water Resources Management

Energy Management

Water Resources Management

This item is not applicable due to

the nature of the business of the

Group

BIRGEM

BEIREE

KEREHE
BEIREE

KEREHE

3

B

&

HRAEENEBHLEE 3

TR TEFR e BHXHBEREZERNERLQA
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Subject Areas, Aspects, General Disclosures and KPls

IRER BEH —REERBREANES

Chapter(s) in the Report
FEXRREEH

Aspect A3 The Environment and Natural Resources
BHEHA3 BERXAER

General Disclosure Policies on minimising the issuer’s significant impacts on the environment
and natural resources.

KPI A3.1 Description of the significant impacts of activities on the environment and
natural resources and the actions taken to manage them.
—RRER BIRBEITALHRIBERAAEREKEATZENBUE -

BB AE R IR AS. M RGEHHRENANERNEAFENERDNEEFWEZENTH -

Environment and Natural Resources

Environment and Natural Resources

RIENARREIR
RIENARREIR

Aspect A4 Climate Change
BHEA4 RIS
General Disclosure Policies on identification and mitigation of significant climate-related issues
which have impacted, and those which may impact, the issuer.

KPI A4.1 Description of the significant climate-related issues which have impacted, and
those which may impact, the issuer, and the actions taken to manage them.
— MR BRIREE DA RAIESHBETAEEYENEARRBREENHEBERE

EHERBER -

S IEIRAL N MMEERARSHETAELXENEARKHEBEEE

178 -

RHEEEHH

Based on the evaluation results of
the substantive topic, the topic is
not identified as a substantive topic
and thus is not disclosed for the
time being

Based on the evaluation results of
the substantive topic, the topic is
not identified as a substantive topic
and thus is not disclosed for the
time being

EREEMHERBETGER  ZE8
ABEBNAEE SR AUET
e ER
EREEMSERBETGER  ZE8
ABEBNAEE SR AUET
e ER
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Subject Areas, Aspects, General Disclosures and KPls

R - £ MELRE

—REBRBARERER

Chapter(s) in the Report
FEXRREEH

TEHE - EE
B. Social
B. #®

Aspect B1 Employment

BHEB1 {EfE

General Disclosure

KPI'B1.1

KPI'B1.2

—RIKE

RSB IEIZEBT 1
RS E IR IRB1.2

Information on:
(a) the policies; and

(b) compliance with relevant laws and regulations that have a significant

impact on the issuer relating to compensation and dismissal,

recruitment and promotion, working hours, rest periods, equal

opportunity, diversity, anti-discrimination, and other benefits and

welfare.

Total workforce by gender, employment type (for example, full-or part-time),

age group and geographical region.

Employee turnover rate by gender, age group and geographical region.

BREM KRR BEREA - TIERS - BRE -
A R B At 1538 R AR F &Y

@ EER: R

(b) BEBTHBETABEAFEMNHBEIZRMAMNNER -
ZIUER - RBEAR (B2 KB - FRER RMEES
MR FRARI R EBIDWIESRKRLE -

Protection of the Rights and
Interests of Employees

Human Resource Performance

Human Resource Performance

TE#E ot R REEI#z
D EYEB B - ANERE
ANERE

Aspect B2 Health and Safety

[EmB2 @RERZZ

General Disclosure

KPI'B2.1

KPIB2.2

KPIB2.3

—RRIE

R A e 1EB2.1
FARAEIE1EB2.2
PR A IE1EB2.3

Information on:
(@)  the policies; and

(b)  compliance with relevant laws and regulations that have a significant

impact on the issuer relating to providing a safe working environment

and protecting employees from occupational hazards.

Number and rate of work-related fatalities occurred in each of the past three

years including the reporting year.
Lost days due to work injury.

Description of occupational health and safety measures adopted, and how

they are implemented and monitored.

BEARELETIHERERREREHEBELBEN
@ B R

(b) BTFTHBTABEARFEMNMBEEZZRMAMNNER -
BE=F(REERFE)BFAITHMASRLE -
ATEBBARTIERE -

R PTER AN RO B SRR 2 2 HE b - DA RRABREIT BRI 0% -

Safe Operation of Airport
Occupational Health and Safety

Occupational Health and Safety

Occupational Health and Safety
Occupational Health and Safety

WSR2 EE
BEEEz2

BEEERe
BEEERe
BEEERe

—E_TEFHR e BHERBEBREERMDERA A
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IRER BEH —REERBREANES

Chapter(s) in the Report
FEXRREEH

Aspect B3 Development and Training

[EmEB3 BERIEFI

General Disclosure

KPI B3.1

KPI B3.2

—RIKE

B4 AR 1R B3
PR 4 515 B3.2

Policies on improving employees’ knowledge and skills for discharging duties
at work. Description of training activities.

The percentage of employees trained by gender and employee category (e.g.
senior management, middle management).

The average training hours completed per employee by gender and employee
category.

BRRITEERT TERE A MBRIXENBER - HlE)IEE -
ZEURIRESRNEHREERE TREEESEAINTIEEADIL -
RIERINEEBENE D - 8REBETKEIINTFHRE -

Expansion of Development
Channels
Expansion of Development
Channels
Expansion of Development
Channels

hR#ERBE
hR#ERBE
hR#ERBE

Aspect B4 Labour Standards

[EmB4 % TR

General Disclosure

KPI B4.1

KPI B4.2

—RRIE

S E IS 1EBA N
S E M IE1EBA.2

Information on:

(@)  the policies; and

(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer relating to preventing child and forced labour.

Description of measures to review employment practices to avoid child and

forced labour.

Description of steps taken to eliminate such practices when discovered.

BRAMIEE Toloamls TH -

@ B R

(b) BTHBTABEAFEMNMBEEZZRMAMNER -
BT REEENEEABREE T RAEHET -
e B IR E AR B A B A BB IS TR IR 8 -

Protection of the Rights and
Interests of Employees

Protection of the Rights and
Interests of Employees
Protection of the Rights and
Interests of Employees

RIEE THER

RIEE THER
RIEE THER
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Subject Areas, Aspects, General Disclosures and KPls

-3

—REBRBARERER

TEMERRS

Chapter(s) in the Report
FEXRREEH

Aspect B5 Supply Chain Management

[EmBs HEEERE

General Disclosure
KPI B5.1
KPI B5.2

KPI B5.3

KPI B5.4

—RRIE
B 48 AR 1R B5.1
R4 515852

PR 4 515853

PR 4 A E15B5.4

Policies on managing environmental and social risks of the supply chain.
Number of suppliers by geographical region.

Description of practices relating to engaging suppliers, number of suppliers
where the practices are being implemented, and how they are implemented
and monitored.

Description of practices used to identify environmental and social risks along
the supply chain, and how they are implemented and monitored.

Description of practices used to promote environmentally preferable products
and services when selecting suppliers, and how they are implemented and
monitored.

EIRHESR AR Mt RREUR

milE S DR HE -

LB AHRANED  MERTEEEANHEREE  UREHIE
PIMERIT RER A °

AR HEEESERANREREERBRNED - LRBERITRE
BIA °

Rt EREHERR(RESBRARERIRBHOED - ARBBRITRES

Tk e

Win-win Supply Management
Win-win Supply Management
Win-win Supply Management

Based on the evaluation results of
the substantive topic, the topic is
not identified as a substantive topic
and thus is not disclosed for the
time being

Based on the evaluation results of
the substantive topic, the topic is
not identified as a substantive topic
and thus is not disclosed for the
time being

REEMHETHER  Z&H8
*w&%ﬁigﬁ%%’lm§$
(@i
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IRER BEH —REERBREANES

Chapter(s) in the Report
FEXRREEH

Aspect B6 Product Responsibility

[EEB6 EmEE

General Disclosure

KPI B6.1

KPI B6.2

KPI B6.3

KPI B6.4

KPI B6.5

—RIKE

B 48 IR 12861
PR 4A 1515862
PR 4 515863

FASE4A A E15B6.4
PR 4 A E15B6.5

Information on:

(a) the policies; and

(b) compliance with relevant laws and regulations that have a significant
impact on the issuer relating to health and safety, advertising, labelling
and privacy matters relating to products and services provided and
methods of redress.

Percentage of total products sold or shipped subject to recalls for safety and

health reasons.

Number of products and service related complaints received and how they

are dealt with.

Description of practices relating to observing and protecting intellectual

property rights.

Description of quality assurance process and recall procedures.

Description of consumer data protection and privacy policies, and how they
are implemented and monitored.

ERAMREEMNRENREERZS - BE -
SRR

@ EER: R

(b) BEBTHBETABEATEMNHBIZRMAMNNER -
BERDEXRERBHTRL 2 BEFERMERKRNENL
BEANE G RRIEHIRFEE L REE L o

R E R RENBEEGBNED

BELALBEE AR

HlE B BE RERLIWIEF -
R H B EEURRE RILBBER - URABERITRERAE -

Safe Operation of Airport

Labelling is not applicable due to
the nature of the business of the
Group

Not applicable due to the nature of
the business of the Group

Proper Treatment of Customer
Complaints

Protection of Intellectual Property
Rights; In addition, as the Company's
business is not related to patent
research and development, etc.,
only the content of trademarks is
available.

Not applicable due to the nature of
the business of the Group
Customer Privacy Protection

WSR2 EE
MR ARENEHIEE  BHTE
T

HAREENEBED - TEA
ZEREEPESF
MEANBERE B ARAAE
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ITRER BHE —REERBREEANES

Chapter(s) in the Report
FEXRREEH

Aspect B7 Anti-corruption

EEB7 RES

General Disclosure

KPI'B7.1

KPI'B7.2

KPI'B7.3

—RIKE

BSR4 IR 1EBT 1

RS A A E1RBT .2
PR 4 E1RBT .3

Information on:

(a) the policies; and

(b) compliance with relevant laws and regulations that have a significant
impact on the issuer relating to bribery, extortion, fraud and money
laundering.

Number of concluded legal cases regarding corrupt practices brought against

the issuer or its employees during the reporting period and the outcomes of

the cases.

Description of preventive measures and whistle-blowing procedures, and

how they are implemented and monitored.

Description of anti-corruption training provided to directors and staff.

BRI IEHE - $F - BEFRARER

@ EER: R

(b) BEBTHBETABEAFEMNHEBIZRMAMNNER -
RERARNBEHTAKEBEEREYEBRENESFHFARTNEE RFA
BR -

P AR EBRIBF - URABBMITRER L -

HMESERE TREMNRESHEI -

Anti-corruption According to Laws

Anti-corruption According to Laws

Anti-corruption According to Laws

Anti-corruption According to Laws

RERBEER

RERBEER

RERBEER
RERBEER

Aspect B8 Community Investment

[EEB8 #HERE

General Disclosure

KPI B8.1

KPI B8.2

—RRIE

S AE M IE1RB8.1
S IE1EB8.2

Policies on community engagement to understand the needs of the
communities where the issuer operates and to ensure its activities take into
consideration the communities’ interests.

Focus areas of contribution (e.g. education, environmental concerns, labour
needs, health, culture, sport).

Resources contributed (e.g. money or time) to the focus area.

FRNHR2ERTBEEMECEFTENBEREZR DS EBHEN R
HIBRER ©

LIEREEWHE  REFHE SIHFR @R Xt 85 -
EEIHBMBHAERMNEERERH) o

Joint Construction of a Harmonious
Community

Targeted Poverty Alleviation

Targeted Poverty Alleviation

HEIMEL R

R
BEKA
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In 2020, Meilan Airport operated a total of
280 originating routes, including 251 domestic
routes, 26 international routes and 3 regional
routes; and increased a total of 64 routes,
including 63 domestic routes and 1 international
route.

20204F EH IS IR M AR 28016 + HARE K251
& - BIBR261K « HbI@3MEK - FTFMARILeAE - H
PR AE3ME - BIFR 14 o

navigabl
{IE 388 AL T

A total of 144 navigable cities, which include
116 domestic navigable cities, 25 international
navigable cities and 3 regional navigable cities.
Compared with the corresponding period of
last year, there were 10 new navigable cities,
which include 9 domestic navigable cities and 1
international navigable city.

BAU T 14418 - HRBER1161E - BIFR25
18 - E3ME - R 21018 - HARBEMAI
18 - BERR1E o

domestic navig:
& B 3@ i ok i

Anging, Bazhong, Baise, Beihai, Beijing, Bijie, Baotou,
Changchun, Changsha, Changzhi, Changde, Changzhou,
Chengdu, Chongging, Dazhou, Dalian, Datong, Foshan,
Fuzhou, Fuyang, Ganzhou, Guangzhou, Guiyang, Guilin,
Harbin, Hailar, Handan, Hanzhong, Hangzhou, Hefei,
Hechi, Hengyang, Hohhot, Huaihua, Huai'an, Huangshan,
Huizhou, Jinan, Jining, Jinggangshan, Jingdezhen,
Kunming, Lijiang, Lanzhou, Lianyungang, Linfen,
Linyi, Liuzhou, Liupanshui, Longnan, Luzhou, Lvliang,
Luoyang, Maotai, Meixian, Mianyang, Nanchang, Nanjing,
Nanning, Nantong, Nanyang, Ningbo, Qianjiang, Qingdao,
Qingyang, Quzhou, Quanzhou, Rizhao, Sanming,
Sansha, Shantou, Shanghai, Shaoyang, Shenzhen,
Shenyang, Shiyan, Shijiazhuang, Taiyuan, Tangshan,
Tianjin, Wanzhou, Wenzhou, Wuhai, Ulanhot, Urumaji,
Wuxi, Wuhan, Weifang, Xi'an, Xichang, Xining, Xiamen,
Xiangyang, Xinyang, Xuzhou, Xinzhou, Yantai, Yan'an,
Yancheng, Yangzhou, Yibin, Yichang, Yichun, Yinchuan,
Yingkou, Yulin, Yulin, Yueyang, Yuncheng, Zhanjiang,
Zhangjiajie, Zhangjiakou, Zhengzhou, Wushan, Zhuhai,
Zunyi.
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international nav
1] [ % 388 i 3k T

Malaysia-Kuala Lumpur, Cambodia-Phnom
Penh, Laos-Luang Prabang, Italy-Rome,
Myanmar-Mandalay, Thailand-Bangkok,
Australia-Melbourne, South Korea-Seoul, Brunei-
Bandar Seri Begawan, Indonesia-Surabaya,
Laos-Vientiane, Thailand-Pattaya, Australia-
Sydney, Cambodia-Siem Reap, Singapore,
Vietnam-Nha Trang, Indonesia-Jakarta,
Kazakhstan-Almaty, Japan-Osaka, Russia-
Moscow, South Korea-Busan, Vietnam-Hanoi,
Vietnam-Ho Chi Minh, South Korea-Cheongju,
Myanmar-Yangon.

FRPE - HER  REE -8 B -R
PRI BAN-ZS  Aw - 2EY  REH -
S8 BANE - BEA  BE - BE - XK
-HBENE - HEEADE - MK 2B -8
R - FE - BREME  BANDE - BB - RIFE -
BAL BTN - BE - S EIEfEAE - M
E - \ERNE - fARE - B - KR
AR - RATH - BB - 20 - #E - AR
HME - A5 - BE BN A -0k -

regional navigat
fIE]14h [ 38 LI T

Hong Kong, Macau, Taipei.

E R I =5 A

Note: The above routes and navigable cities data does not
include temporary and alternate routes and navigable cities.
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DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

55 EFEMSHREEEAN

EXECUTIVE DIRECTORS

Mr. Wang Zhen, aged 58, graduated in software engineering from Dalian University
of Technology (K383 T K£) in December 2009. He is currently the chairman
and the Executive Director of the Company. From July 1983 to October 1992,
he worked for Xinjiang Airlines Aircraft Repair Plant (722 A &) R 4 £ H)
consecutively as the mechanic staff, the machinist, the maintenance leader, and
the deputy workshop director. From March 1993 to December 2002, he worked for
Hainan Airlines Co., Ltd. (BmMMZ=R7M B R A R]) consecutively as the mechanic
staff, the vice captain of the engineering department, the manager, the assistant
to the department general manager and the branch department manager of the
maintenance department, the vice general manager of the human resources
department, the chief of the production operation center, vice executive president
and the assistant of the executive president. From December 2002 to May 2003,
he served as the president of Sanya Phoenix International Airport Co., Ltd. (=g5/8l
BB #I5 G R E T AR]). From March 2003 to November 2006, he consecutively
served as the chief executive officer and the general manager of the Company.
From November 2006 to January 2007, he served as the vice executive president
of HNA Airport Group Limited (8M#I5EB AR A R]). From January 2007 to
September 2008, he served as the vice executive president of HNA Airport Group
Holdings Limited (BM#I5IEREEBR A A]). From September 2008 to July
2012, he worked for Sanya Phoenix Internatlonal Airport Co., Ltd. (=35 Bl BB
#I5E R & LA R]) consecutively as the president, the deputy commander of the
construction management department, the executive chairman of the board and the
chairman of the board. From July 2012 to May 2013, he served as the deputy leader
of the Meilan Airport aviation industrial park project promotion group of the airport
management division of HNA Industry Holdings (Group) Co., Ltd. (B & E A% (&
E)&BR/AR]). He served as the vice chairman of the Company from May 2013 to
May 2014 and as the chairman of the Company from May 2014 to January 2018.
And he also served as the leader of Xinjiang modern logistics preparation group of
HNA Modern Logistics Group Co., Ltd. (BRI REBBRAF]) from January
2018 to March 2018. He served as the vice chairman of the board of Hong Kong Air
Cargo Carrier Limited (& EEMZ=HF R Q7)) from March 2018 to August 2018. He
has served as an Executive Director, the chairman and a member of the Nomination
Committee and the Strategic Committee of the Company since October 2018.
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Mr. Wang Hong, aged 53, graduated from Central China Normal University (Z£/ Al
#KE) in human resources. From August 1985 to January 2003, he successively
worked as a wireless correspondent at Yichang Station of Civil Aviation (R E &
iuh), the project leader of construction headquarters of Yichang Sanxia Airport (E &
= Ik 1552 SR FE1E EF), the deputy director and then the director of the command
center of Yichang Sanxia Airport Co., Ltd. (B & = R#3551E# 1)), the manager of
Ground Service Branch of Yichang Sanxia Airport Co., Ltd. (ES =I5 ERE T
AR E) RS A F)) and the director of the command center of Yichang Sanxia
Airport Co., Ltd. (B & ZIREIZHBREFE A RIEEF D). He also successrvely held
various positions in Yichang Sanxia Airport Co., Ltd. (E&=ZBEEISERET A

as the assistant to the general manager, the deputy general manager, the general
manager and then the chairman of the board from January 2003 to July 2017. From
July 2017 to March 2018, he successively served as the president of Sanya Phoenix
International Airport Co., Ltd. (Z 22 B EIBIE# 5B R EE A 5] and the deputy
head of the South China Sea modern logistics preparation working group of HNA
Modern Logistics Group Co., Ltd. (BMIER ¥R EEHBRR A R]). He worked as the
deputy general manager of the Parent Company from March 2018 to July 2019,
and has served as the general manager of the Parent Company since July 2019. He
has worked as the president of the Company since March 2019 and an Executive
Director since June 2019.

Mr. Wang Hexin, aged 48, graduated from Renmin University of China (FE AR X
&) in information management. From July 2003 to January 2008, he successively
worked as the deputy general manager, the general manager, the vice chairman
and then the chairman of Hainan Xinglong Hot Spring Kangle Garden Co., Ltd. (/&

HEE R FLEARAF), and the assistant to executive president of HNA Group
Co., Ltd. (M EE BB A F]). From January 2008 to July 2009, he successively

served as the vice chairman and president, and then the chairman of HNA Property
Holding (Group) Co., Ltd.(8#1 & ¥ 1E % (@) B R 2 7)), and concurrently served as
the general manager of infrastructure management department of HNA Group Co.,
Ltd.(8MEBEABR A R]). From July 2009 to April 2013, he successively vvorked as
the executive charrman of HNA Retailing Holding Co., Ltd. (BB EIERER A

the executive vice president and then the chief executive officer of HNA Industry
Group Co., Ltd. (BMEZXEBEBMRAF]), and the senior vice president and then
the vice president of finance investment department of HNA Industry Holdings
(Group) Co., Ltd. (B E IR (EE) AR Q). From April 2013 to June 2015, he
served as the vice president of finance investment department of HNA Property
Holding (Group) Co., Ltd. (BMZ ZEA (BB R 2 7)) and then the vice president
of HNA Property Holding (Group) Co., Ltd. (8 & =R (EE)BR A 7). From
June 2015 to May 2018, he has served as the vice president of Hainan Air Travel
Transportation Service Co., Ltd. (8K BRI B R A 7). He has served as the
venture investment president of the Company since May 2018 and an Executive
Director since June 2019.
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Mr. Yu Yan, aged 39, graduated from Huaqiao University (B3 2B KE)
in Quanzhou City, the PRC, with a bachelor’'s degree majoring in business
administration in July 2005. He is currently the Executive Director and chief financial
officer of the Company. Mr. Yu served as the director and the manager of cash flow
management center of the financial planning department in Hainan Airlines Co., Ltd.
(BRI ZE=ID AR AR from July 2007 to April 2008 and from April 2008 to July
2013, respectively. From August 2013 to May 2016, he served as the vice president
and chief financial officer of Baoji Market Co., Ltd. (BZ &5 AR A F)). From May
2016 to June 2017, he served as the president of Shanghai Jiadeli Supermarket
Co., Ltd. (E/BREFIEBH AR A A)). From June 2017 to August 2017, he served as
the general manager of Shanghai Branch of Kupu Trading Co., Ltd. (B Z AR
AR]_EESAT]). Mr. Yu also served as the chief financial officer of Sanya Phoenix
International Airport Co., Ltd. (= 25 BIE\BI B #5 B R & £ 24 7)) from August 2017
to August 2018. He has served as the chief financial officer of the Company since
August 2018, an Executive Director since December 2018 and a member of the
Remuneration Committee and Strategic Committee since March 2019.

Mr. Xing Zhouijin, aged 55, has served as the company secretary of the Company
since 25 August 2009, and has served as an Executive Director of the Company
since 16 March 2018. Mr. Xing graduated from the Anhui Normal University (ZZ 1l
#KE), in Wuhu, Anhui Province, the PRC, majoring in financial management. He
also has a bachelor degree in laws and a title of economist. Mr. Xing served as the
section chief of personnel division and office director of Sanya Phoenix International
Airport (=58 /Bl BB B #£15) and Haikou Meilan International Airport (/& 0 3= B8 B R 4%
#%). He has been engaged in the management and operation of the Company since
2002 and fully participated in the listing of H shares of the Company and worked
as the secretary to the board of directors of the Parent Company. He has also been
responsible for handling the results disclosure and daily operation of the Board after
the listing of the Company.
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NON-EXECUTIVE DIRECTORS

Mr. Tu Haidong, aged 43, graduated from Nanjing Audit University (FR&EsT K
£) (formerly known as Nanjing Audit College (B R E5t228%)) majoring in audit.
He successively served in HNA Group Company Limited (1B AR A7) as
an auditor of audit and legal affairs office, an auditor of hotel industry, the head of
audit, the reform assistant, the manager of audit office, the deputy general manager
of audit and legal affairs office, the director of the audit division, the general
manager of engineering management department and the general manager of the
infrastructure construction department from September 2000 to April 2011. Mr. Tu
successively served in HNA Holding Group Co., Ltd. (B EEER(EBR) AR R
7)) as the general manager of construction management department, the president
assistant and the general manager of the real estate department, in Yangpu
Guoxing Construction Co., Ltd. (¥R E T2EX AR AR as the chairman and
general manager, in HNA Real Estate Holdings Co., Ltd. (G /it E 1= (EE) AR A
7)) as the chairman and president, and in HNA Infrastructure Holdings Group Co.,
Ltd. (BB EZERR(EEE)ER A A)) as the president of the real estate department
from December 2012 to December 2013. He also successively served in Hainan
International Tourism Island Development and Construction Group Co., Ltd. (&f1
BB RS FAEER(EEE)ER A A) as the president and the general manager of
the chief engineering office from December 2013 to March 2014. He served as
the vice chief commander of Meilan Airport infrastructure expansion headquarters
from October 2014 to March 2016. From March 2016 to July 2019, he successively
served as the executive vice chief commander and field chief commander of
Meilan Airport phase Il expansion headquarters, the vice president, the president
and an executive Director of the Company, and the general manager of the
Parent Company. Mr. Tu also successively served as the general manager of the
supervision and audit department of HNA Group (International) Company Limited
(B E (BB R A R]) and the general manager of the discipline inspection and
supervision department of HNA Aviation Group Co. Ltd. (8= EEER A 7))
from August 2018 to November 2019. He has served as the head of the discipline
inspection and supervision office of HNA Aviation Group Co. Ltd. (BfifnZ= £ &
BPBRA7F]) since November 2019 and as a director and the vice chairman of the
Parent Company since March 2020. Mr. Tu has extensive experience in corporate
governance and infrastructure construction management. Mr. Tu has served as a
Non-executive Director of the Company since December 2020.
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Mr. Yuan Yubao, aged 44, graduated from Beijing Sport University (It REEE K
£,) with a bachelor's degree. He successively served in HNA Group Co., Ltd. (81
£ BEABRAR]) as the general secretary in the logistics service room of the office
from June 2004 to April 2008, and as the secretary to the chairman of the board in
the secretary room of the office from April 2008 to July 2012. Mr. Yuan also served
as the general manager of the project department of the infrastructure expansion
headquarters of the Company from July 2012 to July 2015. From July 2015 to July
2018, he successively served as the general manager of the venue management
department and the assistant to the chief commander of Meilan Airport phase
Il expansion headquarters. Mr. Yuan has served as the vice chief commander of
Meilan Airport phase Il expansion headquarters since November 2018. He has
served as a Non-executive Director of the Company since December 2020.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Deng Tianlin, aged 72, was re-appointed as an Independent Non-executive
Director in December 2020. He also acts as the chairman of the Remuneration
Committee, the chairman of the Audit Committee and members of the Nomination
Committee and Strategic Committee. Mr. Deng is a certified public accountant, a
senior member of the Chinese Institute of Certified Public Accountants, a senior
accountant and was a guest professor of Hainan University (85 AZ). Mr. Deng
has extensive experience in the field of finance and accounting. He previously
served, among others, as the section chief in the personnel division of Hubei
Provincial Department of Finance (#i1t%4& BfEkEE), a deputy director of Fang County
Tax Bureau in Hubei Province (#iit4& 5 &Fi7% /), the chief of the loan section of
the World Bank Group and a deputy director of the Department of Agricultural Tax
(BEB{EE). Mr. Deng was appointed by the Organization Department of the CPC
Central Committee (R 40%%3F) to Hainan Provincial Department of Finance (/87
K BIERER) as a director of the accounting department and the secretary general of
Hainan Provincial Institute of Certified Public Accountants (B8R4 s M &t E)
in 1990. Mr. Deng had been an independent director of Hainan Airlines Holding Co.,
Ltd. (M ZEIE RIS A BR A A)), which is listed on the Shanghai Stock Exchange
(Stock Code: 600221.SH; HNA B Shares: 900945), from April 2012 to October 2019.
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Mr. Fung Ching, Simon, aged 52, was re-appointed as an Independent
Non-executive Director in December 2020. He has also served as the chairman of
the strategic committee and members of the Audit Committee and Remuneration
Committee. Mr. Fung graduated from the Queensland University of Technology in
Australia with a bachelor's degree, majoring in accountancy. Mr. Fung is a Hong
Kong resident. He is a fellow member of the CPA Australia and a fellow member
of the Hong Kong Institute of Certified Public Accountants. Mr. Fung worked in
PricewaterhouseCoopers from 1994 to 2004, and he served as the chief financial
officer and secretary to the board of directors of Baoye Group Company Limited (&
XS BERMAR LA, which is listed on the main board of the Hong Kong Stock
Exchange (Stock Code: 2355.HK), from 2004 to 2010. Mr. Fung has served in
Greentown China Holdings Limited (4% # B1E A& AR A &), which is listed on the
main board of the Hong Kong Stock Exchange (Stock Code: 3900.HK), as the chief
financial officer and company secretary from August 2010 to December 2019, and
served as the chief financial officer of Logan Property Holdings Company Limited
(BEHb EEYEAR B BR A A), which is listed on the main board of the Hong Kong Stock
Exchange (Stock Code: 3380.HK), from January 2020 to March 2021. Mr. Fung
has served as the chief financial officer of Chow Tai Fook Enterprises Limited (/&
KB EBRAR]) since April 2021. Mr. Fung has over 15 years of experience in
managing finance and accounting functions, mergers and acquisitions, fund raising
and investor relations for PRC companies listed in Hong Kong, and has over 10
years of experience in auditing, accounting and business advisory with “Big-4"
international accounting firms. Mr. Fung is also a non-executive director of Baoye
Group Company Limited currently, and he has served as an independent non-
executive director of China Logistics Property Holdings Co., Ltd (f BI#)iR & EE
f& A BR A R]), which is listed on the main board of the Hong Kong Stock Exchange
(Stock Code: 1589.HK), since July 2016.
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Mr. George F Meng, aged 77, was re-appointed as an Independent Non-executive
Director in December 2020. He has also served as a member of the Audit
Committee. Mr. Meng graduated from Civil Aviation University of China (B RM
EB3) in 1966, majoring in radio communication and English language. In 1972, he
entered into Tianjin Foreign Studies University (X3Z4MEIZEAZR) for further study
in English language. From 1984 to 1991, he studied the FAA Aircraft Dispatcher
Training Courses in Aviation Training School, Long Island, New York, the United
States, the Advanced Training in Aviation Course with Ansett Airlines, and MBA
course at Oklahoma City University. From 1966 to 1988, Mr. Meng served various
positions including the radio station master of communication department of CAAC
Chengdu Administration (B RAMAKEEE ), the dean of the technical English
department of Civil Aviation University of China (F B R EZPFz), and the deputy
director of CAAC Training Center (FBIRMFI#RF L)), Since 1991, he has been a
director and the general manager of China Resource Ltd., USA (FE¥IEBR AR
(3£E)). Since 2000, Mr. Meng has been the president of Soaring Eagle Industrial
LLC., USA (GERME T 32 7). Since September 2010, he has been the principal of
Northern New Jersey Huaxia Chinese School (3£ Bl % B A 3L 4L #51%) (nonprofit
organization). He served as the general manager (United States) and certified senior
translator of Hua Ling Consultant Inc. (37 # 72 7)) in Toronto, Canada, from
January 2012 to January 2020 and was certified as a senior translator by Hua Ling
Consultant Inc. (ZE¥% %7872 7)) in Toronto, Canada in January 2012.

Mr. He Linji, aged 64, was re-appointed as an Independent Non-executive Director
of the Company in May 2018, and served as the chairman of the Nomination
Committee and a member of the Strategic Committee. Mr. He graduated
from Hainan University (8@ X&) in economic law (undergraduate course) in
December 1999 and graduated from Wuhan University (B X£) in economic
law (postgraduate course) in December 2000. He is a third-grade senior judge (=
HEPEE) recognized by the Supreme People’'s Court of China in September
2006 and was awarded “Meritorious Service Medals in Fairness” by the Supreme
People’s Court of China on 22 April 2016. Mr. He has extensive experience in the
field of law. He served successively as the vice president and the president of
Haikou Military Court of Guangzhou Military Area (B/ME &S0 EH/AF) from
January 1992 to August 1998. He also successively held the positions of the
deputy chief of discipline inspection Group, the director of supervisory office and
the presiding judge of case filing chamber and member of judicial committee of
Haikou Intermediate People’s Court (& A A 4% A FEJEBR) from September 1998 to
February 2004. Mr. He was the president of the People’s Court of Longhua District,
Haikou (& O T 8E & [& A RJABT) from March 2004 to August 2010. Subsequently, he
served as a minister-level judge (IEBE 4% #| &) and a member of judicial committee
of Haikou Intermediate People's Court (&0 4 ARJABT) from August 2010 to
September 2013. Mr. He has been full time member of judicial committee of Haikou
Intermediate People’s Court (& 0 F 4 A R;%FT) since October 2013.
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Mr. Liao Hongyu, aged 42, obtained a bachelor’s degree majoring in economic law
from Southwest University of Political Science & Law (P8 BUAAZ) in Chongging
City, the PRC. Mr. Liao successively served as various roles in HNA Group Co., Ltd.
(B EE AR A R]). He served as a legal assistant from October 2001 to May 2004,
as a senior legal counsel from May 2004 to October 2007 and as the legal manager
from October 2007 to October 2009. He also served as the deputy general manager
of comprehensive management department and the deputy general manager of
risk control department of HNA Tourism Management Holding Co., Ltd. (/8fiik %z
BRI B R AF]) from October 2009 to January 2010 and from January 2010 to
August 2010, respectively. From July 2010 to April 2012, Mr. Liao served as the
deputy general manager of compliance department of Hainan Airlines Holding Co.,
Ltd. (B M Z=IER%AZ 1D B PR /A F)), which is listed on the Shanghai Stock Exchange
(stock code: 600221.SH). Mr. Liao successively held various positions in HNA
Tourism Group Co., Ltd. (8fik#zEE B R A 7)), including as the assistant to
president from April 2012 to April 2015, as the chief risk control officer from April
2015 to December 2015 and as the risk control director from December 2015 to
January 2016. Mr. Liao also worked as the president of HNA Innovation Co., Ltd. (&
Al ¥ R% 15 B BR A 7)), which is listed on the Shanghai Stock Exchange (stock code:
600555.SH), from January 2016 to February 2017 and as the chairman of the board
and the president of Sanya Phoenix International Airport Co., Ltd. (=25 Bl /E [ B 1
HBHMRELAT]) from February 2017 to April 2017. He also served as the chairman
of the board and the president of HNA Airport Group Co., Ltd. (B i5EBAR A
7)) from April 2017 to January 2018. Mr. Liao served as the chairman of the Board,
an Executive Director and a member of the Nomination Committee from January
2018 to October 2018. He also served as a member of the strategic committee of
the Company from January 2018 to March 2019, the vice chairman of the Company
from October 2018 to March 2019, and a Non-executive Director from October
2018 to June 2019. He has served as an independent representative Supervisor and
the chairman of the Supervisory Committee since June 2019.
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Mr. Hu Yunyun, aged 34, obtained a bachelor’'s degree from Nanjing Audit
University (B R 3E&H A2 (formerly known as Nanjing Audit College (R R E &2
B7)), majoring in auditing. He successively served in HNA Group North Headquarters
(Tianjin) Co., Ltd. (&M & B4t 5 4230 (KE)B R A 7)) as a personnel administrator,
a labor relations and community administrator and an administrative assistant in
the comprehensive management department from October 2010 to August 2011.
Mr. Hu served as an auditor of the audit room of the compliance department of
HNA Commercial Holdings Co., Ltd. (81 ¥ ZERR AR A 7)) from August 2011 to
October 2011. He also successively held several positions in HNA Holding Group
Co., Ltd. (BMEXEBEAER A F]), as the audit head and then the senior audit
manager of the compliance and audit department from October 2011 to November
2012, and as the senior auditor of the audit practice center of the compliance
management department from January 2014 to May 2015. He served as the audit
manager of the audit and legal department of HNA Infrastructure Holdings (Group)
Co., Ltd. (BMEEER(EB)BR A F]) from November 2012 to January 2014.
From May 2015 to December 2016, Mr. Hu served as the manager of the airport
compliance and audit center of HNA Infrastructure Industry Group Limited (&
WEZELBEFRAF]). From December 2016 to June 2018, he served as the deputy
general manager of the risk control department of HNA Airport Group Company
Limited (85 E BB R A F]). Mr. Hu also served as the deputy general manager
of the risk control department of the Company from June 2018 to November
2018. He has served as the deputy general manager of the compliance and legal
department of HNA Airport Group Company Limited (S#iii5 5B AR A7) since
November 2018. He has served as an independent representative Supervisor since
December 2020.
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Ms. Liu Guiling, aged 54, graduated from the Party School of C.P.C. of Hainan
Province (FF /854 E/) in Hainan Province, the PRC, majoring in economic
administration, and currently serves as the general manager of freight department
of the Company. She was re-appointed as an employee representative Supervisor
of the Company in January 2021. Ms. Liu served as an employee of passenger
trafflc section of operation department of Air China Limited (f BIBIBE M=/ E

A \]), which is listed on the Shanghai Stock Exchange (stock code: 601111.SH),
from July 1989 to April 1992. She also served as an employee of ticket office and
the deputy head of freight office of transportation department in the Hainan Bureau
of Civil Aviation Administration of China (FEIRAMZEREEE B) from April 1992
to April 1996 and from April 1996 to February 1998, respectively. From February
1998 to March 1999, she served as the deputy head of business dispatch office
of Haikou Dayingshan Airport (& KZE|L#35). Ms. Liu successively held various
positions in the Parent Company, including as the deputy head of business dispatch
office of the terminal management company from March 1999 to May 2000, as
the head of passenger service department of the terminal management company
from May 2000 to November 2000 and as the manager of passenger service office
of ground service department from November 2000 to August 2002. She also
served various roles in the Company, including as the manager of business office
of ground service department from August 2002 to February 2004, as the deputy
general manager of ground service department from February 2004 to August 2004,
as the manager of business office from August 2004 to May 2007, as the general
manager of service department from May 2007 to October 2008, as the general
manager of ground service department from October 2008 to September 2010,
as the general manager of freight department from September 2010 to July 2012
and as the general manager of security check department from July 2012 to March
2014. From April 2014 to February 2015, Ms. Liu served as the general manager
of Tangshan Sannvhe Airport Management Co., Ltd. (FIL =2 A5 EE B R A
7)) and from February 2015 to January 2016, she served as the general manager
of freight department of Sanya Phoenix International Airport Co., Ltd. (= 33/El/ElE
B#I5E R E T AR]). Ms. Liu also served as the general manager of terminal area
management department of the Company from January 2016 to September 2016
and has been the general manager of freight department of the Company since
September 2016. Ms. Liu has served as an employee representative Supervisor of
the Company since December 2017.
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SENIOR MANAGEMENT

Mr. Wang Hong, aged 53, graduated from Central China Normal University (Z£/ A
# K E) in human resources. From August 1985 to January 2003, he successively
worked as a wireless correspondent at Yichang Station of Civil Aviation (R E & f),
the project leader of construction headquarters of Yichang Sanxia Airport (B & =
#3572 % 4848 26), the deputy director and then the director of the command center
of Yichang Sanxia Airport Co., Ltd. (B & = K5 353E 7 [)), the manager of Ground
Service Branch of Yichang Sanxia Airport Co., Ltd. (B & = B85 R & E R 7
B AR7 5 A 7)) and the director of the command center of Yichang Sanxia Airport
Co., Ltd. (& Z KIS ERE LA F]). He also successively held various positions
in Yichang Sanxia Airport Co., Ltd. (B8 ZK#I5ER EE A F]), as the assistant
to the general manager, the deputy general manager, the general manager and
then the chairman of the board from January 2003 to July 2017. From July 2017 to
March 2018, he successively served as the president of Sanya Phoenix International
Airport Co., Ltd. (Z S8 BEIBIB #35 B R & £ 2 5]) and the deputy head of the South
China Sea modern logistics preparation working group of HNA Modern Logistics
Group Co., Ltd. (BRI ¥R EEBRAF]). He worked as the deputy general
manager of the Parent Company from March 2018 to July 2019, and has served as
the general manager of the Parent Company since July 2019. He has worked as the
president of the Company since March 2019 and an Executive Director since June
2019.

Mr. Wang Hexin, aged 48, graduated from Renmin University of China (FE AR X
&) in information management. From July 2003 to January 2008, he successively
worked as the deputy general manager, the general manager, the vice chairman
and then the chairman of Hainan Xinglong Hot Spring Kangle Garden Co., Ltd. (/&
HER REFLEAR AR, and the assistant to executive president of HNA Group
Co., Ltd. (BMEE BB A F]). From January 2008 to July 2009, he successively
served as the vice chairman and president, and then the chairman of HNA Property
Holding (Group) Co., Ltd.(8#1 & ¥1E A% (@) B R A 7)), and concurrently served as
the general manager of infrastructure management department of HNA Group Co.,
Ltd.(8MEBABR A A]). From July 2009 to April 2013, he successively worked as
the executive chairman of HNA Retailing Holding Co., Ltd. (B 2R AR A 7)),
the executive vice president and then the chief executive officer of HNA Industry
Group Co., Ltd. (BB XS EER 2 7)), and the senior vice president and then the
vice president of finance investment department of HNA Industry Holdings (Group)
Co., Ltd. (EME EIZRR(EEE)ER 2 F]). From April 2013 to June 2015, he served
as the vice president of finance investment department of HNA Property Holding
(Group) Co., Ltd. (B E ¥ ZX (£ E)H PR 2 7)) and then the vice president of HNA
Property Holding (Group) Co., Ltd. (&t & %% (5 @) AR 2 7)).From June 2015 to
May 2018, he has served as the vice president of Hainan Air Travel Transportation
Service Co., Ltd. (BFEAMIKXBARIEBR A F]). He has served as the venture
investment president of the Company since May 2018 and an Executive Director
since June 2019.
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Mr. Yu Yan, aged 39, graduated from Huagiao University (B3 EE X&)
in Quanzhou City, the PRC, with a bachelor’'s degree majoring in business
administration in July 2005. He is currently the Executive Director and chief financial
officer of the Company. Mr. Yu served as the director and the manager of cash flow
management center of the financial planning department in Hainan Airlines Co., Ltd.
(BRI ZE=ID AR AR from July 2007 to April 2008 and from April 2008 to July
2013, respectively. From August 2013 to May 2016, he served as the vice president
and chief financial officer of Baoji Market Co., Ltd. (BZ &5 AR A F)). From May
2016 to June 2017, he served as the president of Shanghai Jiadeli Supermarket
Co., Ltd. (E/BREFIEBH AR A A)). From June 2017 to August 2017, he served as
the general manager of Shanghai Branch of Kupu Trading Co., Ltd. (B Z AR
AR]_EESAT]). Mr. Yu also served as the chief financial officer of Sanya Phoenix
International Airport Co., Ltd. (= 25 BIE\BI B #5 B R & £ 24 7)) from August 2017
to August 2018. He has served as the chief financial officer of the Company since
August 2018, an Executive Director since December 2018 and a member of the
Remuneration Committee and Strategic Committee since March 2019.

COMPANY SECRETARY

Mr. Xing Zhouijin, aged 55, has served as the company secretary of the Company
since 25 August 2009, and has served as an Executive Director of the Company
since 16 March 2018. Mr. Xing graduated from the Anhui Normal University (ZZ {6l
& KE), in Wuhu, Anhui Province, the PRC, majoring in financial management. He
also has a bachelor degree in laws and a title of economist. Mr. Xing served as the
section chief of personnel division and office director of Sanya Phoenix International
Airport (=58 JB| E\B B #15) and Haikou Meilan International Airport (/& 0 35 B R 4
#%). He has been engaged in the management and operation of the Company since
2002 and fully participated in the listing of H shares of the Company and worked
as the secretary to the board of directors of the Parent Company. He has also been
responsible for handling the results disclosure and daily operation of the Board after
the listing of the Company.
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The annual report together with the audited financial statements of the Group for
the year ended 31 December 2020 has been approved for issue by the Board.

PRINCIPAL ACTIVITIES

The Group is principally engaged in both aviation and non-aviation businesses. Its
aviation business mainly consists of provision of terminal facilities, ground handling
services and passenger services, and its non-aviation business mainly includes
leasing of the commercial and retail outlets at Meilan Airport, franchising of the
airport-related business, leasing of the advertising spaces and parking lots, provision
of cargo handling services and sales of consumable goods.

During the year ended 31 December 2020, the Group conducted its business
within one business segment, i.e. the operation of an airport and an ancillary hotel
and provision of related services in the PRC. The Group also operated within one
geographical segment and its revenues were primarily generated from its assets
located in the PRC, therefore no geographical segment information is presented.

In 2020, the Group’s total revenue amounted to RMB1,369,531,792, representing a
decrease of 13.12% as compared to 2019, among which the revenue from aviation
business amounted to RMB463,005,176, representing a decrease of 34.73%
as compared to 2019, and the revenue from non-aviation business amounted to
RMB906,526,616, representing an increase of 4.56% as compared to 2019.

During 2020, Meilan Airport recorded passenger throughput in aggregate of 16.4902
million, flight takeoff and landing for transportation of 129,726 times and cargo and
mail volume of 222,373.50 tons, representing a year-on-year decrease of 31.91%,
21.28% and 31.02%, respectively.

the franchise income accumulated to
RMB558,722,588, representing a year-on-year increase of 35.35%; freight and
packaging income reached RMB92,986,239, representing a year-on-year decrease
of 9.41%; hotel income amounted to RMB84,502,051, representing a year-on-
year decrease of 16.54%; VIP room income reached RMB70,422,336, representing
a year-on-year decrease of 6.93%; rental income reached RMB25,450,351,
representing a year-on-year decrease of 65.97%; car parking income reached
RMB14,749,541, representing a year-on-year increase of 1.04%.

In non-aeronautical business,
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OPERATING RESULTS AND FINANCIAL
POSITION

The Group's operating results for the year ended 31 December 2020 were prepared
in accordance with the Accounting Standards for Business Enterprises, Hong Kong
Companies Ordinance and the relevant disclosure requirements of Hong Kong
Stock Exchange, and the financial positions of the Group and the Company as at 31
December 2020 are set out in page 199 to page 209 of this annual report.

BUSINESS REVIEW

The business review of the Group for the year ended 31 December 2020 is set out
in page 29 to page 35 of this annual report.

ENVIRONMENTAL POLICIES AND
PERFORMANCE

During 2020, the Group launched the “Green Airport” project in full swing to put the
sustainable and low-carbon strategy into practice. For detailed measures and efforts
in respect of environmental protection of the Group during 2020, please refer to the
“Environmental, Social and Governance Report” set out in page 82 to page 131 of
this annual report.

As of 31 December 2020, the Group conducted its business operations in
compliance with the relevant environmental laws and regulations.
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MAJOR OPERATION RISKS

In 2020, the Company made a scientific analysis into, and classification of, the
deficiencies or potential risks found in the business operations and identified
such key risks that may affect the Company’s operations in the future. Risks that
may affect the normal operations of the Company and the measures taken by the

Company to alleviate/eliminate such risks were as follows:

Risks
[ &

Descriptions

B i

ﬁﬂﬂm
Zli RZZE_ZTFEAHETERRBREFERMN
AN Tﬁéﬁa’*TE% BERBET T RO LR
5l H AR R AT RE R B AR IR B MR R A 4 LR B o
FEARREFKEMBARERREAQFIHAENS
b/ B EmaEEmT

Responses

PEd i

Operation risk —
Major safety risks

The major safety risks the airport facing are
mainly bird strike risk, aircraft damage risk
and flight zone construction management risk.
Assume that failure to effectively drive birds
away may result in collisions with aircraft,
damage to aircraft, and even the risk of
aircraft damage. Assume that during the flight
operation guarantee process, damage to the
aircraft due to crate deformation, equipment
failure and improper human operation may
cause economic loss, flight delay or even
cancellation. Failure to effectively manage
relevant personnel, vehicles and related
materials during the construction and
maintenance work in the flight area of Meilan
Airport may increase the risks associated with
foreign objects and flight area intrusion.

(1

The bird control was listed as one of the Company’s 13 major
safety risks, and it was included in the special monitoring plan
to check the implementation and effectiveness of various bird
damage prevention measures in the flight area. The Company
predicted bird conditions and issued safety warnings in time
during periods of high incidence of migratory bird migration
or bird strikes. Meanwhile, bird strike risks were prevented
and controlled by updating bird repellent equipment,
strengthening personnel training, controlling the birds
attraction factors in the field, carrying out a general survey of
bird conditions around the airport, and increasing background
analysis and research;

The Company improved vehicle security work process in
the flight area, standardized the daily inspection system of
vehicles, and implemented comprehensive vehicle inspection
and maintenance. Special training was provided to aircraft
support personnel on a regular basis to improve the safety
awareness and skills of operators. Various aircraft support
units were organized to convene coordination meetings to
reduce the risk of aircraft scratching from the perspective
of management. More efforts were exerted on foreign
object cleaning operations and inspections, and a “foreign
object prevention + apron operation” incentive mechanism
for rewards, punishments, and deductions was adopted
to improve apron operators’ awareness of foreign objects
prevention; and

Smooth communication was ensured between the
construction unit and the apron tower during the construction
period, inspection was conducted for the implementation of
various safety measures at the construction site in the flight
area every day, and the construction scope and construction
time was strictly controlled to prevent the risk of illegal
intrusion to the runway. The construction assessment
system for the flight area was improved and the construction
supervision units and construction units were subject to more
stringent supervision and assessment.
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Risks Descriptions Responses
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Risks
[BLB% & 7B

Descriptions

B e

Responses

i IgEy

Operation risk —
Risk regarding
punctuality rate
of flight release

EeEk-
MBERAT
EFREAR

Reduced normal rate of flight release or flight
on time rate due to any reason attributable to
the airlines (including aircraft maintenance,
mechanical failure, flight dispatching, etc.)
or any reason not attributable to the airlines
factors (such as weather conditions, air
traffic control, ground facility breakdown,
passenger, etc.) may result in a reduction of
the flight number or a restriction upon the
increase in the flight number of Meilan Airport
by the CAAC, which may reduce or prevent
the passenger traffic volume from growing,
thus significantly and adversely affecting the
economic benefit of the Company.
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(1)

The duties of front-line employees were arrange scientifically
and rationally, and the support force was increased during
peak periods; at the same time, the Company continued to
optimize passenger routes, set up functional channels, and
introduced dual-view security inspection machines to improve
passenger clearance efficiency, increase assistance in control
of excess baggage, and help improve flight punctuality;

For flight cargo, the cut-off of loading strictly followed the
flight cut-off time to avoid influence on flight punctuality by
the late arrival and transportation of cargo. Meilan Airport
strengthened emergency response training for irregular flights
and regularly carried out emergency drills to improve the
emergency response capabilities of employees; and

Meilan Airport refined the ground protection procedures
for outbound flights, deepened the “pushing and start-up
synchronization” procedures to reduce the waiting time of
aircraft to start up, accelerate the utilization rate of aircraft
stands and ground operation efficiency, and promote the
efficiency of apron operation and flight regularity.
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Responses

B

Compliance and
regulatory risks —
Project
construction risk

ERREERR -
ITREERR

During the extension and renovation of the
airport, any absence of strict control over
project expenses, quality or duration may
lead to an increase of project costs or delay
in project duration, or even impact project
quality.

FEERESEREHN TR EEﬁAﬁIEIE
T TREEETHBETERERR

AREEEHMITEMA LB THIER - &5
FETREE -

(1)

(2)

The selection process of project suppliers was clarified to
ensure the satisfaction of requirements of the selection
process of strategic purchasing units;

Strict control of the construction site during the construction
process (e.g. regular report on the construction progress and
the construction situation, arrangement of supervisors to
supervise the construction site); and

The construction units are required to conduct rectification for
the problems found in the completion acceptance in a timely
manner, and sign on the acceptance form only after the
rectification has passed the acceptance.
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In the future, the Company will establish a long-term risk management and internal k% » AR FBEIZ RN ERE B E KA S0 T /E#%
working system, by which the Company would, on one hand, inspect the overall  #| > — FHEHRER —FEEFPROMBER L ERIS
rectification of the weakness identified during the previous year, and, on the other % B—F W EEREBEEF ITIERHBRAETAE
hand, update timely the key business process and the risk database for internal ~ EEiEB R LEGE - HREBELE - AKAQFH
review in accordance with latest operation progress during the current year, ®EBELETENHERERENEBR ARG -
ensuring the Company is keeping pace with the times and building a strong risk

firewall to safeguard the implementation of the ordinary operations and such key

tasks of the Company.
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EVENT AFTER THE REPORTING PERIOD

On 10 February 2021, the Hainan High People Court ruled on the acceptance of
the restructuring of HNA Group and other companies totaling 7 companies, HNA
Infrastructure Investment Group Co., Ltd. and its 20 subsidiaries, and Hainan
Airlines Holding Co., Ltd. and its 10 subsidiaries based on the application of relevant
creditors. On 13 March 2021, the Hainan High People Court ruled on the acceptance
of the substantial consolidated restructuring (the “Restructuring”) of HNA Group
and its related companies totaling 321 companies, including the Parent Company,
HNA Airport Holdings, an associate of the Company, and other companies with daily
business transactions with the Company.

As of the date of this annual report, the procedures of the Restructuring mentioned
above are in progress. The Company has reasonably considered the impact of the
Restructuring on the consolidated financial statements of the Group. The Company
is of the view that the Group has its own independent business and is able to
operate its business independently, and the business operation of the Group is
stable.

CHARITABLE DONATIONS

In 2020, Meilan Airport supported 3 impoverished employees with a funding of
RMB60,000 via the Charity Foundation. Meanwhile, through internal initiatives, a
total of more than RMB260,000 was raised for 3 impoverished employees, which
helped the employees in precarious situations. Five condolence activities were
organized, covering more than 5,000 people, and the total amount of condolence
payments exceeded RMB1.2 million. During the Epidemic, the Company's Party
members and cadres actively donated RMB47,014 to the anti-epidemic front line to
support epidemic prevention and control; a total of 10 family members of epidemic
prevention and control employees in the health system were given condolence
payments in an amount of RMB12,000; Meilan Airport successfully completed
the tasks of providing support for the departure of 7 batches of medical teams of
Hainan Province to aid Hubei and the triumphant return of 2 batches of medical
teams of Hainan Province to aid Hubei.

In addition, the Company always carried forward the people-oriented concept of
love, actively carried out social activities for public good, and organized volunteer
blood donations which were participated by 317 employees, donating 82,050m|
of blood in total; during the Epidemic, the Company’s employees were organized
and mobilized to purchase poverty alleviation products through online or on-site
purchases to help solve the problem of unsalable agricultural products.
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FUTURE DEVELOPMENT

Aviation Business

Due to the impact of Epidemic, as of the date of this annual report, the opening
hours of the international flight receiving airport of Meilan Airport and the
resumption time of the international and regional routes have not yet been
confirmed. In the meantime, in light of the repeated epidemic situation at home and
abroad, the Company expects that passengers’ aviation travel demand will continue
to show a weakening trend in 2021. In view of the slow recovery of flight execution
rate and passenger load factor of airlines and the low air ticket price, the operating
pressure of airlines will be greater and the progress of the domestic aviation market
to resume development will be slow. The Company will strictly implement epidemic
prevention and control in accordance with the requirements of governments at
all levels, to effectively build the defense line of import and export. In addition,
the Company will pay close attention to the development trend of the Epidemic,
proactively promote the recovery of aviation business, and fully develop aviation
business on the basis of ensuring safety.

Non-aviation Business

In 2021, the Company will be proactively “identifying passengers and expanding
throughput”, with the goal of creating a normalized brand marketing promotion,
data-oriented development, accurate marketing, strengthening market research,
clarifying passenger consumption needs, and establishing a daily marketing
mechanism for marketing activities, fully improving the revenue from the non-
aviation business of Meilan Airport.

In the meantime, the Company will also carry out brand promotion efforts to
improve the service quality of Meilan Airport; optimize the financial structure to
ensure a balanced funding; strengthen the safety management and control to
smoothly realize the 23rd safety operation year of Meilan Airport; according to
the construction schedule, in 2021, the Company will lay a foundation for the full
transfer and commissioning of the Phase Il Expansion Project. The Company will
push forward the infrastructure construction with all strength, ensuring the steady
progress of every infrastructure project under construction at Meilan Airport,
and accelerate the completion of all the works of the Phase |l Expansion Project,
in an attempt to turn Meilan Airport into a comprehensive three-dimensional
transportation center based in northern Hainan, covering the whole Hainan Province
and linking Southeast Asia.
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FINAL DIVIDEND

The Board expected that, in 2021, the Company has a large capital demand, mainly
due to the substantial demand for capital expenditure as the Phase Il Expansion
Project will be put into operation in 2021. Meanwhile, the business operation of
the Company was adversely affected by the Epidemic to a certain extent, resulting
in a decline in the operating profit for 2020. In view of the actual needs of the
Company's future development capital, the Board did not recommend the payment
of final dividend for the year ended 31 December 2020.

During the year, there was no arrangement under which any shareholders of the
Company has waived or agreed to waive any dividend.

DIVIDEND POLICY

The Articles of Association permit the Company to distribute dividends or make
other distributions according to an ordinary resolution of the shareholders, and
prevent the Company from distributing dividends or bonuses without first making
up for losses and making all tax and other payments required by law. Under the
Articles of Association, the Company may, in addition to final dividend, distribute
interim or special dividends in the form of cash or shares. In accordance with the
Articles of Association, the distributable profits available to the Company for the
purpose of profit distribution will be deemed to be the lesser of:

1. the net income determined in accordance with PRC accounting standards and
regulations; and

2. the net income determined in accordance with International Accounting
Standards.

However, prior to payment of dividends, profits of the Company are subject to
deductions such as allocations to the statutory common reserve and the statutory
public welfare fund. The Company's outstanding credit facilities do not impose any
restrictions on its ability to pay dividends.

Subject to the foregoing, the Company intends to make interim dividend payments
in or around October of each year and final dividend payments in or around June
of each year. The distribution of dividend payment will be dependent upon the
Company's earnings, financial conditions, cash requirements and availability, the
provisions of the Company Law and other factors. There is no assurance as to
whether the dividend distribution will occur as intended, the amount of dividend
payment or the timing of such payment.
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The Articles of Association required that cash dividends of H Shares will be
declared in Renminbi and paid in Hong Kong dollars to H Shareholders. Conversion
of Renminbi into Hong Kong dollars will be subject to the relevant PRC foreign
exchange regulations and will be calculated at an exchange rate which will be the
average of the PBOC Exchange Rate one calendar week preceding the date of
declaration of dividends. If the Company does not have sufficient foreign exchange
reserves to pay its Hong Kong dollars dividends, it intends to exchange its RMB
funds into the required Hong Kong dollars from authorised banks or through other
approved means. There is no assurance that the Company will be able to obtain
Hong Kong dollar funds as needed.

CLOSURE OF REGISTER OF MEMBERS

The Company’s register of members will be closed from Saturday, 22 May 2021
to Friday, 11 June 2021 (both days inclusive), during which no transfer of shares
will be registered. In order to be qualified for attending and vote at the annual
general meeting of the Company, all share transfer instruments, accompanied
by the relevant share certificates and forms of transfer, shall be lodged with the
Company's share registrar and transfer office, Computershare Hong Kong Investor
Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong, no later than 4:30 p.m. on Friday, 21 May 2021.

SYNDICATED LOAN

Details of the Syndicated Loan are set out in Note 4(21) to the financial statements.

PROPERTY, PLANT AND EQUIPMENT

The Group holds the Terminal Complex Project (Haikou Meilan Airport
comprehensive transportation hub GTC phase |) located in Meilan District, Haikou
City, Hainan Province, the PRC for the year ended 31 December 2020, the location
of which is No. 3, Hang'an first street, Meilan District, Haikou City, Hainan Province,
the PRC. The commercial building and parking building of the project are investment
properties of the Company, which are used for commercial and parking purposes.
The usage period of such buildings is from May 2017 to September 2049.

Details of the property, plant and equipment as at 31 December 2020 and the
changes in the property, plant and equipment of the Group and the Company for
the year ended 31 December 2020 are set out in Note 4(7), Note 4(8) and Note 4(9)
to the financial statements.
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TAXATION

Details of taxation of the Group and the Company (including all tax preferences) for
the year ended 31 December 2020 are set out in Note 3 to the financial statements.

RESERVES

Details of changes in reserves of the Group and the Company during the year
ended 31 December 2020 are set out in Note 4(27) and Note 4(28) to the financial
statements.

DISTRIBUTABLE RESERVES

As at 31 December 2020, the balance of capital surplus and statutory surplus
reserve of the Company amounted to approximately RMB819,661,947 and
approximately RMB246,394,231 respectively, which were determined in
accordance with the Company Law and China’s accounting standards and
regulations. In addition, pursuant to the Articles of Association, the retained profits
available for dividend distribution of the Company amounted to approximately
RMB2,248,711,127.

SUBSIDIARIES

Details of the Company’s subsidiaries as at 31 December 2020 are set out in Note
6(1) to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

The largest customer and the top five largest customers of the Group represented
29.71% and 58.82% of the total sales of the Group for the year ended 31 December
2020 respectively.

The largest supplier and the top five largest suppliers of the Group represented
8.65% and 18.96% of the total operating costs of the Group respectively for the
year ended 31 December 2020.

The Group and its customers and suppliers have maintained close co-operations
based on the principle of fairness, transparency and friendliness for a couple of
years. The Group believes that as our business scope and business volume expand,
the Group will cultivate strong relationship with more customers and suppliers in
accordance with compliant procurement and audit systems.

At any time during the year ended 31 December 2020, none of the Directors,
Supervisors, their close associates or, to the knowledge of the Directors, any
shareholder holding more than 5% of the issued shares of the Company was
interested in any of the top five largest customers or suppliers of the Group.
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RELATIONSHIP WITH EMPLOYEES

The Group maintains a sound relationship with its employees through meticulous
staff caring initiatives and various social welfare campaigns. Please refer to the
“Environmental, Social and Governance Report” on page 82 to page 131 in this
annual report of the Company for details.

SHARE CAPITAL STRUCTURE

As at 31 December 2020, the total number of issued share capital of the Company
was 473,213,000, of which:
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Domestic shares A& 246,300,000 52%
H shares HA 226,913,000 48%
Total sk 473,213,000 100%

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN
SHARES

As at 31 December 2020, so far as known to the Directors, Supervisors and chief
executive of the Company, the following persons (other than a Director, Supervisor
or chief executive of the Company) had interests or short positions in the shares
and underlying shares of the Company which were required to be recorded in the
register to be kept by the Company under section 336 of the Securities and Futures
Ordinance (the “SFO") (cap. 571 of the Laws of Hong Kong).
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Haikou Meilan International Beneficial owner Corporate 237,500,000(L) 96.43% 50.19%
Airport Company Limited
(Note 1)
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UBS Group AG (Fft3E3)
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corporations
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H Shares HAx
Percentage of
Number of Percentage of total issued
Name of Shareholders Type of interest ordinary shares H shares issued share capital
HE®RT HE#T
RERERE EEER ERRHE HREBE DL BREAFDHL
ARC Capital Holdings Limited (Note 2) Interest of controlled 32,788,500(L) 14.45% 6.93%
corporations
ARC Capital Holdings Limited (Fff3£2) SRR
ARC Capital Partners Limited (Note 2) Investment manager 32,788,500(L) 14.45% 6.93%
ARC Capital Partners Limited (Mf5£2) KRB
Pacific Alliance Asia Opportunity Fund L.P. (Note 2) Interest of controlled 32,788,500(L) 14.45% 6.93%
corporations
Pacific Alliance Asia Opportunity Fund L.P. (Fff5E2) STHEHIA RIS
Pacific Alliance Equity Partners Limited (Note 2) Interest of controlled 32,788,500(L) 14.45% 6.93%
corporations
Pacific Alliance Equity Partners Limited (Ff7£2) a2 NG
Pacific Alliance Group Asset Management Limited Investment manager 32,788,500(L) 14.45% 6.93%
(Note 2)
Pacific Alliance Group Asset Management Limited LB
(P 3E2)
PAG Holdings Limited (Note 2) Interest of controlled 32,788,500(L) 14.45% 6.93%
corporations
PAG Holdings Limited (Fff#2) PRGN AR
Pacific Alliance Group Limited (Note 2) Interest of controlled 32,788,500(L) 14.45% 6.93%
corporations
Pacific Alliance Group Limited (Fff5£2) SN AR
Pacific Alliance Investment Management Limited Interest of controlled 32,788,500(L) 14.45% 6.93%
(Note 2) corporations
Pacific Alliance Investment Management Limited SN AR
(PfF3E2)
Walden Ventures Limited (Note 2) Beneficial owner 32,788,500(L) 14.45% 6.93%
Walden Ventures Limited (Fif3£2) BEn#EBA
UBS Group AG (Note 3) Interest of controlled 26,890,326(L) 11.85% 5.68%



Name of Shareholders

Type of interest
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Number of
ordinary shares

—+a

EFERSE

Percentage of
Percentage of total issued

H shares issued share capital

BT HE BT
BREEH E=ER TEREE HRBEZ BRAFEDH
Soaring Eagle Industrial Limited (Note 4) Beneficial owner 24,931,650(L) 10.99% 5.27%
Soaring Eagle Industrial Limited (Hf&4) BEn#EAA
Liang Yiming (Note 4) Interest of controlled 24,931,650(L) 10.99% 5.27%
corporations
Liang Yiming (Ffi5£4) PRI R
Aspex Management (HK) Limited (Note 5) Investment manager 18,193,000(L) 8.00% 3.84%
Aspex Management (HK) Limited (Fft#¥5) & 3
Morgan Stanley (Note 6) Interest of controlled 11,768,364(L) 5.18% 2.49%
corporations 540,087(S) 0.23% 0.11%
Morgan Stanley (ft7¥6) SN AR
Notes: B 5
1. Haikou Meilan International Airport Company Limited is a Company established in the 1. BOEBHEBESERETAREFREANYL - AR
PRC and is the controlling shareholder of the Company. NENZIERRIRER -
2. According to the disclosure of interest filed on the website of the Hong Kong Stock 2. RIBERE B P AL Y8 2 # 2  5& - PAG Holdings

Exchange, PAG Holdings Limited held 99.17% interest in Pacific Alliance Group Limited,
which in turn held 90% interest in Pacific Alliance Investment Management Limited.
Pacific Alliance Investment Management Limited held 52.53% interest in Pacific Alliance
Equity Partners Limited. Pacific Alliance Equity Partners Limited held 100% interest
in ARC Capital Partners Limited. ARC Capital Partners Limited was deemed to hold
32,788,500 long position shares in its capacity as investment manager. ARC Capital
Holdings Limited is a corporation controlled by ARC Capital Partners Limited pursuant
to Part XV of the SFO. ARC Capital Holdings Limited held 46.67% interest in Walden
Ventures Limited which in turn held 14.45% interest in the H shares of the Company.
Pacific Alliance Investment Management Limited held 100% interest in Pacific Alliance
Group Asset Management Limited. Pacific Alliance Group Asset Management Limited
was deemed to be interested in 32,788,500 shares in its capacity as investment
manager. Pacific Alliance Asia Opportunity Fund L.P. is a corporation controlled by Pacific
Alliance Group Asset Management Limited pursuant to Part XV of the SFO. Pacific
Alliance Asia Opportunity Fund L.P. held 36.67% interest in Walden Ventures Limited
which in turn held 14.45% interest in the H shares of the Company.
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3. According to the disclosure of interest filed by UBS Group AG on the website of the
Hong Kong Stock Exchange, UBS Group AG was deemed to hold 26,890,326 long
position shares through its interest of a controlled corporation. UBS Asset Management
(Hong Kong) Ltd, UBS Asset Management (Japan) Ltd, UBS Fund Management
(Luxembourg) S.A., UBS Asset Management (Deutschland) GmbH and UBS AG were
wholly-owned by UBS Group AG. UBS Group AG was deemed to hold interests in the
Company through owning the above-mentioned companies pursuant to Part XV of the
SFO and were beneficially holding 595,000, 541,300, 19,273,100, 46,000 and 6,434,926
long position shares in the Company, respectively.

4. According to the disclosure of interest filed on the website of the Hong Kong Stock
Exchange, Liang Yiming held 100% interest in Soaring Eagle Industrial Limited.

5. According to the disclosure of interest filed on the website of the Hong Kong Stock
Exchange, Aspex Management (HK) Limited was deemed to hold 18,193,000 long
position shares in its capacity as investment manager.

6. According to the disclosure of interest filed by Morgan Stanley on the website of the
Hong Kong Stock Exchange, Morgan Stanley was deemed to hold 11,768,364 long
position shares and 540,087 short position shares through the interest of controlled
corporations. Morgan Stanley Capital Services LLC was wholly owned by Morgan
Stanley Domestic Holdings, Inc. which was wholly owned by Morgan Stanley Capital
Management, LLC. Morgan Stanley Capital Management, LLC was wholly owned by
Morgan Stanley. Morgan Stanley & Co. International plc was wholly owned by Morgan
Stanley Investments (UK) which was wholly owned by Morgan Stanley International
Limited. Morgan Stanley International Limited was wholly owned by Morgan Stanley
International Holdings Inc. which was wholly owned by Morgan Stanley.

7. (L) and (S) represent long position and short position respectively.

Save as disclosed above, as of 31 December 2020, so far as known to the Directors,
Supervisors and chief executive of the Company, there was no other person
(other than the Directors, Supervisors or chief executive of the Company) who
had interests or short positions in the shares or underlying shares of the Company
which were required to be recorded in the register to be kept by the Company
under section 336 of the SFO.
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4. RIBREBE X AT S 2 = # 5 © Liang Yiming
54 Soaring Eagle Industrial Limited 100%#£25 °
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18,193,0008% 4F & iR 17 °
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INTERESTS OF DIRECTORS, SUPERVISORS
AND CHIEF EXECUTIVE IN SHARES

As at 31 December 2020, no Directors, Supervisors or chief executive of the
Company had any interests or short positions in the shares, underlying shares
or debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO), which were required to be recorded in the register
required to be kept by the Company under section 352 of the SFO, or required to be
notified to the Company and the Hong Kong Stock Exchange pursuant to the Model
Code.

THE CONNECTED TRANSACTIONS

The Parent Company is the controlling shareholder of the Company as it holds
50.19% interest in the Company, and accordingly is a connected person of the
Company. Details of connected transactions between the Parent Company and the
Company are set below:

CONNECTED TRANSACTIONS FOR THE YEAR

1. Airport Composite Services by the Parent Company
The Company and the Parent Company entered into an airport composite
services agreement (“Old Service Agreement”) on 25 August 2016, and an
airport composite services agreement (“Renewed Service Agreement”) on
18 August 2019, details of which are as follows:

Date of the agreement: 18 August 2019
Parties: the Company and the Parent Company

Subject matters: pursuant to the Renewed Service Agreement, the Parent Company
has agreed to provide or procure any third party if necessary with the Company’s
consent to provide to the Company the following services: (a) security guard service;
(b) cleaning and environment maintenance; (c) sewage and refuse processing; (d)
power and energy supply and equipment maintenance; (e) passengers and luggage
security inspection; and (f) other services required by the Company.
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Price and payment: charges as to the service in items (a) to (c) above will be
determined in accordance with the cost incurred by the Parent Company in
providing such services plus a 5% management fee; charges as to the service
in item (d) above will be determined in accordance with the cost incurred by the
Parent Company in providing such service plus a 25% management fee; charges as
to the service in item (e) above shall be calculated in accordance with the standards
prescribed by the CAAC and collected by the Company on behalf of the Parent
Company from the relevant airlines; and charges as to other services in item (f)
above shall be calculated by reference to the pricing standards prescribed by the
relevant PRC government authorities (if any), or, in the absence of the same, the
industry pricing standards or a cost plus mark-up fee basis. The service fee shall be
paid either on a quarterly or an annual basis and will be determined by the parties
to the Service Agreement depending on the type of services to be provided by the
Parent Company and in accordance with normal business practices.

According to the announcement of the Company dated 18 August 2019, the
annual cap for transactions under the Renewed Service Agreement in 2020 was
RMB88,550,000. As of 31 December 2020, the actual transaction amount for the
year 2020 was RMB31,008,189 (31 December 2019: RMB30,354,548), which did
not exceed the annual cap for the year.

Term: three years from 1 January 2020 to 31 December 2022.

For details of the Old Service Agreement and Renewed Service Agreement, please
refer to the announcements of the Company dated 25 August 2016 and 18 August
2019.

2. New Cargo Terminal Lease Agreement

On 12 March 2018, Haikou Meilan International Airport Freight Co., Ltd.
("Meilan Freight”), a non wholly-owned subsidiary of the Company, and
the Parent Company entered into the new cargo terminal lease agreement
(the "Old Lease Agreement”), and on 12 March 2019, Meilan Freight
entered into the new cargo terminal lease agreement (the “Renewed Lease
Agreement”) with the Parent Company, the details of which are set out as
follows:

Date: 12 March 2019
Parties:
(i) the Parent Company

(ii) Meilan Freight
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Term: From 12 March 2019 to 11 March 2021 (both days inclusive)

Subject matter: the leased assets, composing of:

(i) the land use rights of the new cargo terminal with a total area of
approximately 128,540 sg.m.;

(ii) the property of the new cargo terminal with a total gross floor area of

approximately 25,980 sg.m.; and

(i) the equipment, including, among others, storehouses, low-voltage

power distribution boxes ({KERECE &), high-voltage power distribution

boxes (=EAELEHE), air conditioners, luggage carousels and cameras.

Rental and payment: The annual rental of the leased assets payable by Meilan
Freight to the Parent Company under the Renewed Lease Agreement shall
be RMB10,000,000 in aggregation (including the annual rental of the land
use rights of approximately RMB4,500,000, the annual rental of the property
of approximately RMB3,200,000 and the annual rental of the equipment of
approximately RMB2,300,000), which is determined based on arm’s length
negotiations between the two parties with reference to (i) the total area of
the new cargo terminal under the land use rights and the total gross floor
area of the property; (ii) the prevailing market rental for the land use rights or
properties located at similar locations, i.e. approximately RMB35 per sq.m.
per year for the land use rights and approximately RMB125 per sq.m. per
year for the property; and (iii) the depreciation of the equipment.

The amount of right-of-use assets initially recognised for the above leased
assets was RMB19,043,478.

For details of the Old Lease Agreement and the Renewed Lease Agreement,
please refer to the announcement of the Company dated 12 March 2018 and
12 March 2019.
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Supplemental Investment and Construction

Agreement

The Company and the Parent Company entered into the investment and
construction agreement for the Airport Project of the Phase Il Expansion
Project (the “Phase Il Expansion Investment and Construction
Agreement”) on 21 August 2015 and the Supplemental Investment and
Construction Agreement on 11 May 2020, details of which are set out below.

Date of agreements: 11 May 2020
Parties: the Company and the Parent Company

Subject matter: Considering the adjustment of the estimated aggregate
investment amount of the Airport Project, on 11 May 2020 (after trading
hours), the Company and the Parent Company entered into the Supplemental
Investment and Construction Agreement to make certain amendments to
the Phase |l Expansion Investment and Construction Agreement in order
to, among others, specify the allocation of investment amount between
the Company and the Parent Company and arrange further financing for the
Airport Project. Pursuant to the Supplemental Investment and Construction
Agreement, the Company and the Parent Company have agreed that, due
to the adjustment of the estimated aggregate investment amount of the
Airport Project, the Company shall provide funds, amounting to approximately
RMB7.646 billion, to construct the Company Construction Project, and the
Parent Company shall provide funds, amounting to approximately RMB7.184
billion, to construct the Parent Company Construction Project.
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The final amount of funds that the Company shall provide for constructing
the Company Construction Project shall be subject to the actual investment
amount to be set out in the project completion and settlement report of the
Airport Project to be approved (if required) by relevant authorities and the
allocation of the assets of the Airport Project between the Company and the
Parent Company upon completion and acceptance of the Airport Project.
The Company and the Parent Company shall have the right to engage an
independent third party to audit such project completion and settlement
report of the Airport Project.

Consideration: Pursuant to the Supplemental Investment and Construction
Agreement, the Company will provide funds covering all the costs and
expenses in the construction of the Company Construction Project of an
estimated total amount of approximately RMB7.646 billion, comprising (i)
construction costs of approximately RMB5.336 billion; (ii) other incidental
expenditures of approximately RMB1.595 billion; (iii) preparation fee of
approximately RMB291 million; and (iv) loan interest of approximately
RMB424 million.

Subject to the project completion and settlement report of the Airport Project
to be approved (if required) by relevant authorities and the assets invested
by and registered under the name of the Company upon completion and
acceptance of the Airport Project, such estimated maximum investment
amount shall be further adjusted. The Company shall seek approval from
the Shareholders and make additional disclosure pursuant to the applicable
compliance requirements under the Listing Rules (if necessary) if and when
the aggregate investment amount for the construction of the Company
Construction Project is expected to exceed RMB7.646 billion due to any
unforeseeable reasons that may be beyond the control of the Company.

For details of the Phase Il Expansion Investment and Construction Agreement
and the Supplemental Investment and Construction Agreement, please refer
to the announcement of the Company dated 21 August 2015, the circular
of the Company dated 7 October 2015, the announcement of the Company
dated 11 May 2020 and the circular of the Company dated 20 August 2020.
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Agreement on the Lease of the West Boarding Apron
and Bridge-mounted Equipment of Meilan Airport

(the “Assets Lease Agreement”)
On 30 November 2020, the Company and the Parent Company entered into
the Assets Lease Agreement, the details of which are set out as follows:

Date: 30 November 2020
Parties: the Company and the Parent Company

Term: The term is commencing on 1 December 2020 and ending on 30
November 2023 (both days inclusive).

Subject matter: the Leased Assets, comprising of:

(i) the Land Use Right of the Apron with a total area of approximately
108,738 sgq.m.;

(ii) the Structures of the Apron with a total gross floor area of
approximately 278,000 sg.m.; and

(i) the Equipment, including thirty-three (33) 400HZ medium frequency
power supply, thirty-three (33) aircraft ground air conditioning units and
relevant supporting equipment and facilities in the domestic terminal
corridor bridge of Meilan Airport.

Rental and payment: The annual rental for the Leased Assets payable by the
Company to the Parent Company under the Assets Lease Agreement shall be
RMB21,602,799 (excluding VAT) in aggregation (including the annual rental
for the Land Use Right of RMB4,018,939 (excluding VAT), the annual rental
for the Structures of RMB11,083,860 (excluding VAT) and the annual rental
for the Equipment of RMB6,500,000 (excluding VAT)), which is determined
based on arm'’s length negotiations between the two parties with reference
to (i) the total area of the Land Use Right and the prevailing market rental
for the land use rights of airfields located at other domestic airports, i.e.
approximately RMB36.96 (excluding VAT) per sq.m. per year; (ii) the net
present value of the Structures, which is calculated based on the net present
value of cash inflows with reference to the benchmark interest rate of 4.9%
for commercial loans with a term of five (5) years or above of the People’s
Bank of China and the expected useful life of the Structures of approximately
thirty (30) years; and (iii) the depreciation of the Equipment.
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In accordance with CAS 21 — Leases, the Company recognised the right-
of-use assets under the Assets Lease Agreement at an aggregate value of
approximately RMB60,156,121 during the year.

For details of the Assets Lease Agreement, please refer to the announcement
of the Company dated 30 November 2020.

The 2020 Parent Company Domestic Shares

Subscription Agreement

On 24 July 2020, the Company and the Parent Company entered into the
2020 Parent Company Domestic Shares Subscription Agreement, the details
of which are set out as follows:

Date: 24 July 2020
Parties: the Company and the Parent Company

Pursuant to the 2020 Parent Company Domestic Shares Subscription
Agreement, the Parent Company agreed to subscribe for the Subscription
Shares, being not more than 140,741,000 new Domestic Shares as
consideration for the transfer of the Phase | Runway Assets by the Parent
Company to the Company. The total subscription price for the Subscription
Shares is approximately RMB1.520 billion, being the consideration for the
transfer of the Phase | Runway Assets, which is determined based on the
aggregate appraised asset value of the Phase | Runway Assets as at 30 June
2020 (i.e. approximately RMB1.520 billion).

For details of the 2020 Parent Company Domestic Shares Subscription
Agreement, please refer to the announcement of the Company dated 24 July
2020 and the circular of the Company dated 20 August 2020.
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PREVIOUS CONNECTED TRANSACTIONS
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Terminal Expansion Project Investment and
Construction Agreement (the “Expansion Project

Investment and Construction Agreement”)

On 12 December 2012, the Company and the Parent Company entered into
the Expansion Project Investment and Construction Agreement, details of
which are set out below.

Date: 12 December 2012
Parties: the Company and the Parent Company

Subject matters: pursuant to the Expansion Project Investment and
Construction Agreement, the Parent Company shall continue to complete the
construction of the terminal expansion project (the “Project”) carried out by
the Parent Company according to the original schedule previous agreed by
the Company and the Parent Company, unless the schedule of the Project
is adjusted due to the reasons beyond the control of the Company and the
Parent Company.

The funds provided by the Company to the Parent Company under the
Expansion Project Investment and Construction Agreement could be used to
pay for the consideration for the transfer of the Project as agreed between
the parties in the future. The Parent Company and the Company agree
that the actual construction cost of the Project as audited by a competent
independent auditor upon completion of the construction of the Project shall
not exceed 110% of the estimated construction cost of RMB876,500,000.

Consideration: under the Expansion Project Investment and Construction
Agreement, the Company will provide funds to the Parent Company
according to the progress of the construction of the Project based on the
estimated construction cost of the Project in the amount of RMB876,500,000
and the land use right in the amount of RMB150,180,000, which in total is
RMB1,026,680,000. The amount of RMB439,000,000 which has already been
paid by the Company to the Parent Company according to the acquisition
agreement (entered between the Company and the Parent Company dated
26 August 2011) prior to the termination of such agreement shall be used
to offset the total investment under the Expansion Project Investment
and Construction Agreement. The accumulated Project construction fee
payments made by the Company to the Parent Company as of 31 December
2020 amounted to RMB733,361,200 (31 December 2019: RMB733,361,200).

For details of the Expansion Project Investment and Construction Agreement,
please refer to the announcement of the Company dated 12 December 2012.
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Phase Il Expansion Investment and Construction

Agreement

On 21 August 2015, the Company and the Parent Company entered into the
Phase Il Expansion Investment and Construction Agreement, details of which
are set out below.

Date: 21 August 2015
Parties: the Company and the Parent Company

Subject matters: pursuant to the Phase Il Expansion Investment and
Construction Agreement, the Company has agreed to provide funds
to construct the Company’s construction project, with the amount of
approximately RMB7.158 billion. The Parent Company will act as the
project representative of the Airport Project, responsible for organizing and
supervising the implementation of construction plan of the Airport Project
and the funds raising for the Parent Company’s construction project until its
completion and acceptance.

Unless otherwise agreed between the Company and the Parent Company,
the Parent Company has agreed to register the ownership of the relevant
asset constituting the Company’s construction project under the name of
the Company upon the completion and acceptance of the Airport Project,
including but not limited to the land use rights and property ownership of the
buildings. The ownership of assets of the Parent Company’s construction
project will be held by the Parent Company.

The Parent Company has irrevocably agreed, undertaken and confirmed that
the Company has the right to occupy, utilize and benefit from and dispose
of assets comprising the Company’s construction project without making
any payment to the Parent Company to the extent permitted by applicable
PRC laws before the registration of ownership of the assets comprising the
Company's construction project under the name of the Company.
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Consideration: Pursuant to the Phase Il Expansion Investment and
Construction Agreement, the Company will provide all the funding covering
the construction of the Company’s construction project, and the estimated
total amount is about RMB7.158 billion. Subject to the project completion
and settlement report of the Airport Project to be approved by the relevant
authorities (if required) and the assets invested by and registered under the
name of the Company upon the completion and acceptance of the Airport
Project, such estimated maximum amount of investment shall be further
adjusted. The Company will seek approval from the shareholders and make
additional disclosure pursuant to the applicable compliance requirements
under the Listing Rules if and when the aggregate investment amount for the
construction of the Company’s construction project is expected to exceed
RMB7.158 billion due to any unforeseeable reasons that may be beyond the
control of the Company.

For details of the Phase Il Expansion Investment and Construction
Agreement, please refer to the announcement of the Company dated 21
August 2015 and the circular of the Company dated 7 October 2015.

Parent Company Domestic Shares Subscription
Agreement (the “Parent Company Domestic Shares

Subscription Agreement”)

On 30 December 2016, the Company and the Parent Company entered into
the Parent Company Domestic Shares Subscription Agreement, details of
which are set below:

Date: 30 December 2016
Parties: the Company and the Parent Company

Pursuant to the Parent Company Domestic Shares Subscription Agreement,
the Parent Company agreed to subscribe, which include: (i) not more than
190,463,284 new domestic shares as consideration for the transfer of the
Phase | runway assets by the Parent Company to the Company; and (ii)
not more than 250,626,566 new domestic shares by cash at an aggregate
subscription price of not more than RMB2,000,000,000 (equivalent
to approximately HK$2,232,641,000). The cash subscription price for
subscription shares shall be paid by the Parent Company to the bank
account of the Company within fifteen (15) business days (or otherwise as
agreed between the Parent Company and the Company in writing) upon
the satisfaction of the conditions precedent set out in the Parent Company
Domestic Shares Subscription Agreement. Subscription shares will be allotted
and issued at no less than RMB7.98 per share.

For details of the Parent Company Domestic Shares Subscription Agreement,
please refer to the announcement of the Company dated 30 December 2016.
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The Supplement 1 to the Parent Company Domestic

Shares Subscription Agreement

On 27 April 2017, the Company and the Parent Company entered into
the Supplement 1 to the Parent Company Domestic Shares Subscription
Agreement, details of which are set below:

Date: 27 April 2017
Parties: the Company and the Parent Company

Pursuant to the Supplement 1 to the Parent Company Domestic Shares
Subscription Agreement, the Parent Company agreed to subscribe, which
include: 189,987,125 new domestic shares as consideration for the transfer of
the Phase | runway assets to the Company; and 250,000,000 new domestic
shares by cash at an aggregate subscription price of RMB2,000,000,000
(equivalent to approximately HK$2,232,641,215). Subscription price per
subscription share is RMB8.00 (equivalent to approximately HK$8.93).This
agreement has been approved by the shareholders at the extraordinary
general meeting and class meetings held on 26 June 2017.

For details of the Supplement 1 to the Parent Company Domestic Shares
Subscription Agreement, please refer to the announcement of the Company
dated 27 April 2017.

The Supplement 2 to the Parent Company Domestic

Shares Subscription Agreement

On 21 December 2018, the Company and the Parent Company entered into
the Supplement 2 to the Parent Company Domestic Shares Subscription
Agreement, details of which are set below:

Date: 21 December 2018
Parties: the Company and the Parent Company

Pursuant to the Supplement 2 to the Parent Company Domestic Shares
Subscription Agreement, the Parent Company agreed to subscribe, which
include: 189,987,125 new domestic shares as consideration for the transfer
of the Phase | runway assets to the Company; and 12,500,000 new domestic
shares by cash at an aggregate subscription price of RMB100,000,000
(equivalent to approximately HK$111,632,061). Subscription price per
subscription share is RMB8.00 (equivalent to approximately HK$8.93). This
agreement has been approved by the shareholders at the annual general
meeting and class meetings held on 3 June 2019.
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For details of the Supplement 2 to the Parent Company Domestic Shares
Subscription Agreement, please refer to the announcement of the Company
dated 21 December 2018.

For details and fulfillment of conditions precedent to the Parent Company
Subscription under the Parent Company Domestic Shares Subscription
Agreement, the Supplement 1 to the Parent Company Domestic Shares
Subscription Agreement and the Supplement 2 to the Parent Company
Domestic Shares Subscription Agreement, please refer to Appendix Il of the
circular of the Company dated 7 January 2020.

Loan Agreement

On 1 February 2018, the Company, the Parent Company and lenders (including
CDB, ICBC Hainan Branch and ABC Hainan Branch) entered into the Loan
Agreement, details of which are set out below:

Date: 1 February 2018
Parties:
(1) Lenders:

(i) CDB as the mandated lead manager and agent bank; and

(ii) ICBC Hainan Branch and ABC Hainan Branch as participant
banks; and

(2)  Borrowers: The Parent Company and the Company, on a joint and
several basis whereby each of the Parent Company and the Company
is also liable for the indebtedness incurred by the other party under the
loan.

Subject matters: According to the Loan Agreement, the Lenders agreed
to grant the loans to the Company and the Parent Company on a joint and
several basis. The principal amount was RMB7.8 billion for a period of 20
years and could only be used for the construction of airport projects.

For details of the Loan Agreement, please refer to the announcement of the
Company dated 1 February 2018 and the circular of the Company dated 6
March 2018.
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7. Loan Allocation Agreement
On 1 February 2018, the Company and the Parent Company entered into the
Loan Allocation Agreement to specify the allocation of loans between the
parties, details of which are set out below:

Date: 1 February 2018
Parties: the Company and the Parent Company

Subject matters: According to the Loan Allocation Agreement, the Company
agreed to be allocated RMB3.9 billion (50% of the loan) and the Parent
Company agreed to be allocated RMB3.9 billion (50% of the loan).

For details of the Loan Allocation Agreement, please refer to the
announcement of the Company dated 1 February 2018 and the circular of the
Company dated 6 March 2018.

CONFIRMATION FROM INDEPENDENT NON-
EXECUTIVE DIRECTORS AND AUDITOR

With respect to the continuing connected transactions of the Company, the
Independent Non-executive Directors, having reviewed the aforesaid transactions,
are of the opinion that such transactions were entered into:

(1) in the ordinary and usual course of business of the Group;
(2)  on normal commercial terms or better; and

(3)  according to the agreements governing them on terms which were fair and
reasonable and in the interest of the shareholders of the Company as a
whole.

The Company’s auditor PricewaterhouseCoopers Zhong Tian LLP was engaged to
report on the Group’s continuing connected transactions in accordance with Hong
Kong Standard on Assurance Engagements 3000 “Assurance Engagements 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. The auditor has issued an unqualified letter containing its findings and
conclusions in respect of the continuing connected transactions disclosed by the
Group on page 161 in accordance with Rule 14A.56 of the Listing Rules. A copy
of the auditor’s letter has been provided by the Company to the Hong Kong Stock
Exchange.
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Save as disclosed in this section headed “The Connected Transactions”, other
related party transactions as disclosed in Note 8 to the consolidated financial
statements did not constitute connected transactions or continuing connected
transactions under the Listing Rules or are exempt from compliance with
reporting, announcement, annual review and independent shareholders’ approval
requirements and the Company has complied with the disclosure requirements in
accordance with Chapter 14A of the Listing Rules.

SERVICE CONTRACTS OF DIRECTORS AND
SUPERVISORS

The Directors and Supervisors as at the date of this annual report are as follows:

Executive Directors
Mr. Wang Zhen

(duly appointed on 10 October 2018)
Mr. Wang Hong

(duly appointed on 3 June 2019)
Mr. Wang Hexin

(duly appointed on 3 June 2019)
Mr. Yu Yan

(duly appointed on 3 December 2018)
Mr. Xing Zhoujin

(duly appointed on 16 March 2018)

Non-executive Directors
Mr. Tu Haidong

(duly appointed on 23 December 2020)
Mr. Yuan Yubao

(duly appointed on 23 December 2020)

Independent Non-executive Directors
Mr. Deng Tianlin
(re-appointed on 23 December 2020)
Mr. Fung Ching, Simon
(re-appointed on 23 December 2020)
Mr. George F Meng
(re-appointed on 23 December 2020)
Mr. He Linji
(re-appointed on 25 May 2018)

Supervisors
Mr. Liao Hongyu
(duly appointed on 3 June 2019)
Mr. Hu Yunyun
(duly appointed on 23 December 2020)
Ms. Liu Guiling
(re-appointed on 15 January 2021)
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The Directors and Supervisors who have resigned during the year and up to the
date of this annual report are as follows:

Mr. Chan Nap Kee, Joseph
(duly resigned on 23 December 2020 as a Non-executive Director)
Mr. Yan Xiang
(duly resigned on 23 December 2020 as a Non-executive Director)
Mr. Zhang Shusheng
(duly resigned on 23 December 2020 as an independent representative Supervisor)

Brief biographical details of the Directors and Supervisors are set out on page 134
to page 145 of this annual report. There is no relationship among the Directors that
is required to be disclosed under the Listing Rules.

Each of the Directors and Supervisors had entered into a service contract with the
Company for a term of three years. None of the Directors or the Supervisors had
entered into any service contract with the Group which is not determinable by the
Company within one year without payment of compensation, other than statutory
compensation.

THE RIGHTS OF DIRECTORS AND
SUPERVISORS TO ACQUIRE SHARES OR
DEBENTURES

During the year ended 31 December 2020, neither the Company nor any of
its subsidiaries had entered into any arrangement to enable the Directors or
Supervisors to acquire any benefit by means of acquisition of shares in, or
debentures of, the Company or any other body corporate, and none of the Directors
or Supervisors or their respective spouses or children under the age of 18 has been
granted any rights to subscribe for shares in or debentures of the Company or any
other body corporate or have exercised any of such rights.

DIRECTORS’ AND SUPERVISORS’ INTERESTS
IN TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS OF SIGNIFICANCE

Save as disclosed in this annual report, there was no other transaction, arrangement
or contract of significance to which the Company or any of its subsidiaries was a
party, and in which a Director or Supervisor or an entity connected with a Director
or Supervisor is or was materially interested, either directly or indirectly, subsisted
during or at the end of the year ended 31 December 2020.
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DIRECTORS’ AND SUPERVISORS’ INTERESTS
IN COMPETING BUSINESS

None of the Directors or Supervisors holds any interests in any competing
businesses against the Company or any of its jointly controlled entities or
subsidiaries during the year ended 31 December 2020.

PERMITTED INDEMNITY PROVISION

The Company has arranged the liability insurance for the Directors, Supervisors
and other senior management. The coverage of liability insurance includes but not
limited to indemnity for Company’s securities, indemnity for supervisory crisis,
indemnity for Company’s improper employment, indemnity for the loss of key
personnel and indemnity for the intellectual property, etc.

REMUNERATION OF DIRECTORS,
SUPERVISORS AND CHIEF EXECUTIVE

Pursuant to the service contracts entered into between the Company and the
Directors and Supervisors and the resolution passed at the annual general meeting,
the allowance (after tax) paid to the Executive Directors, Non-executive Directors
and Independent Non-executive Directors in 2020 was RMB70,000, RMB50,000
and RMB100,000 per person, respectively; and the allowance (after tax) paid to
the Supervisors was RMB20,000 per person. The allowances of the Directors and
Supervisors shall be approved by the shareholders at the general meeting of the
Company, and other remuneration shall be determined by the Board with reference
to their duties, responsibilities and performance.

The Directors and Supervisors as recommended by the Parent Company proposed
that the Directors and Supervisors nominated by the Parent Company would
not enjoy allowance for holding the position. But they were entitled to receive
respective salaries according to their respective positions taken in the Company.
Besides, Mr. Tu Haidong and Mr. Yuan Yubao will not receive any Director’s
emoluments from the Company; Mr. Hu Yunyun will not receive any Supervisor's
emoluments from the Company. Details of remuneration packages for the Directors,
Supervisors and chief executive of the Company were set out in Note 8(4)(i) to the
financial statements.

Save as disclosed above, there was no other arrangement under which a Director or
a Supervisor has waived or agreed to waive any remuneration for the year ended 31
December 2020.

THE HIGHEST PAID INDIVIDUALS

The five highest paid individuals of the Group during the reporting period were either
Directors or senior management of the Company. Details of their remuneration are
set out in Note 8(4)(j) to the financial statements.
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MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or any
substantial part of any business of the Company were entered into by the Company
or subsisted as of 31 December 2020.

CONTRACTS OF SIGNIFICANCE

Save as disclosed in the section headed “The Connected Transactions” in this
annual report, during the year ended 31 December 2020, the Company or any of its
subsidiaries did not enter into any other contract of significance with the controlling
shareholder or any of its subsidiaries, nor had any other contract of significance
been entered into for the provision of services by the controlling shareholder or any
of its subsidiaries to the Company or any of its subsidiaries.

PRE-EMPTIVE RIGHTS

There is no provision on pre-emptive rights under the Articles of Association and
there is no similar restriction against such rights under the relevant PRC law that
is applicable to the Company as a joint stock limited Company incorporated in the
PRC. Therefore, the Company is not required to offer new shares, if any, to its
existing shareholders on a pro-rata basis.

TRANSACTIONS IN ITS SECURITIES AND
EQUITY-LINKED AGREEMENTS

During the year ended 31 December 2020, the Group did not issue any shares, nor
issue or grant any convertible securities, options, warrants or other similar rights.
The Group had no redeemable securities during the year ended 31 December 2020.
Save as the 2020 Parent Company Domestic Shares Subscription Agreement, the
Parent Company Domestic Shares Subscription Agreement, the Supplement 1 to
the Parent Company Domestic Shares Subscription Agreement and the Supplement
2 to the Parent Company Domestic Shares Subscription Agreement (please refer
to the details in page 167 and page 170 to page 172 in this annual report), the
Company did not enter into any other equity-linked agreements for the year ended
31 December 2020, nor other equity-linked agreements subsisted at the end of the
year.

ENTRUSTED DEPOSITS AND OVERDUE TIME
DEPOSITS

The Group had no entrusted deposits and overdue time deposits as of 31 December
2020.
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COMPLIANCE WITH LAWS AND REGULATIONS

As the Company was established and conducts its business operations in Mainland
China and is also listed on the Hong Kong Stock Exchange, our establishment and
business operation have to comply with the relevant laws and regulations in both
Mainland China and Hong Kong. For the year ended 31 December 2020 and up
to the date of this report, the Company has complied with the relevant laws and
regulations in Mainland China and Hong Kong.

MATERIAL LITIGATION OR ARBITRATION

As disclosed in the announcement of the Company dated 5 January 2021,
Aero Infrastructure Holding Company Limited and the Company entered into a
subscription agreement in relation to the subscription of 200,000,000 New H
Shares (the “New H Shares Subscription Agreement”) on 29 September 2019.
Aero Infrastructure Holding Company Limited, as the claimant, filed an arbitration
(the “Arbitration”) with the Hong Kong International Arbitration Centre against the
Company asserting allegations in connection with the New H Shares Subscription
Agreement.

As of the date of this annual report, the Hong Kong International Arbitration Centre
has established an arbitration tribunal, pending confirmation of the procedural order
and trial timetable.

For details of the Arbitration, please refer to the announcement of the Company
dated 5 January 2021.

Save as disclosed above, the Group had no other material litigation or arbitration for
the year ended 31 December 2020.

AUDITOR

The financial statements of the Group have been audited by PricewaterhouseCoopers
Zhong Tian LLP, who is willing to be re-appointed. A resolution will be
proposed by the Board at the forthcoming annual general meeting to re-appoint
PricewaterhouseCoopers Zhong Tian LLP as the auditor of the Company for a term
until the conclusion of the next annual general meeting of the Company.
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AUDIT COMMITTEE

The Audit Committee was established with terms of reference in accordance
with the CG Code. The Audit Committee is delegated by the Board to assess
matters related to the financial statements and to provide recommendations and
advice thereon, including review of the relationship with external auditors, the
Company’s financial reporting, risk management and internal control system. The
Audit Committee and the external auditors engaged in in-depth discussion and fully
expressed opinions on the accounting policies adopted by the Company. The Audit
Committee has reviewed the annual results of the Company for the year ended 31
December 2020.

EXTRACT OF INDEPENDENT AUDITOR'S
REPORT

The below sections set out an extract of the report by PricewaterhouseCoopers
ZhongTian LLP, the auditor of the Company, regarding the consolidated financial
statements of the Group for the year ended 31 December 2020.

Our Qualified Opinion

In our opinion, except for the possible effects of the matter(s) described in the Basis
for Qualified Opinion section of our report, the accompanying financial statements
present fairly, in all material respects, the financial position of the Company and its
subsidiaries (the “Group”) and the Company as at 31 December 2020, and their
financial performance and cash flows for the year then ended in accordance with
the requirements of Accounting Standards for Business Enterprises (“CASs”).

Basis for Qualified Opinion

As disclosed in notes 2(27)(b)(iii) and note 8(6)(c) to the accompanying financial
statements, Haikou Meilan International Airport Co., Ltd. (the parent company
of the Company, hereinafter referred to as “Haikou Meilan”) and the Company
have obtained a syndicated loan (the “Syndicated Loan”). Haikou Meilan is the
borrower and the Company is the co-borrower, the Company and Haikou Meilan
jointly undertake the repayment obligation for each loan drawn down under the
Syndicated Loan and are jointly and severally liable for repayment of the loan
("Joint Repayment Commitment”). Up to 31 December 2020, Haikou Meilan
has accumulatively drawn down RMB3.24 billion from the Syndicated Loan and
triggered the default clause of the Syndicated Loan. On 13 March 2021, Hainan High
People Court ruled on the acceptance of the substantial consolidated restructuring
of HNA Group Co., Ltd. (hereinafter “HNA Group") together with Haikou
Meilan and other companies totalling 321 companies (hereinafter “HNA Group
Substantial Consolidated Restructuring”). In view of these, management of the
Company estimated the loan syndicate may require the Company to undertake the
Joint Repayment Commitment to settle the loans drawn down by Haikou Meilan
in full, and after the payment the Company has the right to claim reimbursement
from Haikou Meilan. The Company has accordingly made a provision of “credit
impairment loss — loss of Joint Repayment Commitment” of RMB189 million for
2020 and recognised “other current liabilities — Joint Repayment Commitment” of
RMB189 million as of 31 December 2020.
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When estimating the expected credit loss of Joint Repayment Commitment, the
Company adopted certain key assumptions, including whether the loan syndicate
will require the Company to repay the syndicated loan drawn down by Haikou
Meilan in full, the effectiveness of the pledge of the Meilan Airport Phase Il
Expansion Project held by Haikou Meilan, the probability of successful completion
of HNA Group Substantial Consolidated Restructuring and creditor settlement rate
under various scenario. As of the date of this report, the HNA Group Substantial
Consolidated Restructuring is still in progress, whether the restructuring can be
completed and the result of the restructuring are uncertain, we are not able to obtain
relevant supporting information in respect of the aforementioned key assumptions,
including basis of estimating the loan syndicate will require which party to repay
the loan, legal opinion or court judgement in respect of the effectiveness of the
pledge of Meilan Airport Phase Il Expansion Project held by Haikou Meilan, the
detailed plan of HNA Group Substantial Consolidated Restructuring, the recent
financial position of the companies included in HNA Group Substantial Consolidated
Restructuring as a whole, the result of declaration of the creditor’s right and
other relevant information of HNA Group Substantial Consolidated Restructuring.
There are no alternative audit procedures we can perform to obtain sufficient and
appropriate audit evidences to determine whether any adjustment is necessary in
respect of the “credit impairment loss — loss of Joint Repayment Commitment” and
“other current liabilities — Joint Repayment Commitment” in the consolidated and
company financial statements and the amount of the adjustment, if any, and the
related disclosure of sensitivity analysis of the aforementioned uncertainties.

We conducted our audit in accordance with China Standards on Auditing (“CSAs").
Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We
believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our qualified opinion.

We are independent of the Company in accordance with the Code of Ethics for
Professional Accountants of the Chinese Institute of Certified Public Accountants
("CICPA Code"), and we have fulfilled our other ethical responsibilities in
accordance with the CICPA Code.
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Material Uncertainty Related to Going Concern

We draw your attention to note 2(1) to the accompanying financial statements,
which states that as of 31 December 2020, the Group recorded a net current
liabilities of RMB6.24 billion, short-term borrowings and current portion of non-
current liabilities of RMB0.38 billion and RMB2.83 billion respectively, cash and cash
equivalents of RMB0.26 billion. As Haikou Meilan has triggered the default clause
of the Syndicated Loan as of 31 December 2020 and Hainan High People Court has
ruled on the acceptance of the substantial consolidated restructuring of HNA Group
together with Haikou Meilan and other companies totalling 321 companies on 13
March 2021, which resulted in the loan syndicate has the right to and may request,
at any time, the Company as the co-borrower to undertake the Joint Repayment
Commitment to settle the principal and interest of the Syndicated Loan drawn down
by Haikou Meilan amounting to RMB3.24 billion as of 31 December 2020, request
the Company to early repay the principal and interest of the Syndicated Loan drawn
down by the Company amounting to RMB1.94 billion as of 31 December 2020 and
suspend offering the remaining loan facility to the Company. The Company has
incurred Overdue Debt and Arbitration Case in the year ended 31 December 2020
which also constituted events of default of the Syndicated Loan. Furthermore, the
Company had amounts due to related parties of RMB1.15 billion as of 31 December
2020. As these related parties have been included in the HNA Group Substantial
Consolidated Restructuring, the Company may be required to settle these payables
immediately. These matters, together with other matters set forth in Note 2(1)
in the accompanying financial statements, indicate the existence of a material
uncertainty which may cast significant doubt over the Group's ability to continue as
a going concern. Our audit opinion is not modified in respect of this matter.

Other Information

Management of the Company is responsible for the other information. The other
information comprises all of the information included in 2020 annual report of the
Company other than the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and
we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read
the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated.
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If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. As
described in the section of “Basis for Qualified Opinion”, we are unable to obtain
sufficient and appropriate audit evidence in respect of the provision for the expected
credit loss of the Joint Repayment Commitment of the Syndicated Loan drawn
down by Haikou Meilan. Accordingly, we are unable to conclude whether or not the
other information is materially misstated with respect of this matter.

FIVE YEAR FINANCIAL SUMMARY

The operating results, assets and liabilities of the Group for the last five financial
years are set out on page 7 of this annual report.

PUBLIC FLOAT

Based on the 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 Company was in compliance with the minimum public float
requirement under Rule 8.08 of the Listing Rules.

By order of the Board
Wang Zhen
Chairman

Hainan Province, the PRC
28 April 2021
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REPORT OF SUPERVISORY COMMITTEE

To shareholders,

During 2020, the Supervisory Committee actively conducted supervision and
inspection pursuant to regulatory laws and regulations as well as the corporate
governance requirements, in the interests of the shareholders and the Company,
in accordance with the Company Law, the Listing Rules and the Articles of
Association. During 2020, all Supervisors performed their supervisory duties
conscientiously and effectively in the principle of good faith and diligence by
convening and attending meetings, listening to the management reports, and
attending regulation conferences. The Supervisory Committee successfully
completed its work plan for 2020, and continuously improved the governance
practices of the Company.

The major efforts made by the Supervisory Committee during 2020 were as follows:

1. Attending meetings of the Board and monitoring the compliance, legality and
scientificity of the decision making process of the Board;

2. Monitoring effectively, among others, the daily operation and management
of the chairman and other senior management, and providing relevant
constructive suggestions, by attending the working meetings held by the
chairman of the Board, and participating in major activities in the ordinary
course of business of the Company; and

3. Conducting review of the financial statements of the Company on a regular
basis and review of the vouchers and accounts, etc. of the Company on an
ad-hoc basis.

In consideration of above efforts, the Supervisory Committee believes that the
Directors, chairman and other senior management of the Company are committed
to their duties and effectively safeguard the rights and interests of the shareholders
of the Company and the Company'’s interests; the Company's financial income
and expenditure accounts are clear, accounting and financial management comply
with regulations, and dividend distribution policy is reasonable. We expressed our
independent opinions with respect of the relevant matters as follows:

1. LEGAL OPERATION OF BUSINESS

The Company conducted its business operation as required by the Company
Law and the Articles of Association, with the decision making procedure
being lawful and valid. During the reporting period, the members of the
Board, the general manager and other senior management performed their
duties in the principle of diligence and good faith and in the interests of
the shareholders and the Company. The Supervisory Committee was not
aware of any breach of laws, regulations or the Articles of Association or any
behavior detrimental to the interests of the shareholders and the Company
committed by any Director or senior management during performing their
duties.

—F —
=z =
= =

5
=

FER o BEEAHBAREZERNARAF

EEGHES

BEARR

TRCREEAR BEERR(ARE)  ETRAK
(RAER)  RHEBRARREQATAMEHE B
EEERMARAEENR  BRAREBRETI(E -
TERCEFERE2BEREUSE  BHBRRA - BBEA
MG es BERERERSE 2NEESRES
X RE - ARHMETEERE  BEMTKT =
TEEEES TS THREL TZARFNAE
BTk

CECRF O EERIETIEA:

1. JIREESSE  UEFSARNGRM A%
RSN EREE

2. JIFEEERFLGHENZEATATLLETNE
RNEY HEERDEMEREEAEATBEE
ERENHEMAMEE - WIREERRIERE
K&

3. EMBREARNHMBRE  FTEREMATNE
HEE - IRESER -

BRLIATE EEERRARAEE BEEREE
SR ERABDRET  EEERNRBRRER
RARRNG  ARRFBRZEEBE  gi%E
MUYBERFERE  REEKERKESE - WA
EEERMTBIER

1. RATWRELERR
ARBHBEEHTALRFE)MCRARER)
HIRE  AREFEEAER - MEHRN  EFE
B - REEREMSREEABIETHMHME
[RA - Bt AR M A BN S REAR L EHE
THE  REREE  SREEAEBRELRFR
BRAERBREARER (RABR)IBFER
RARBMEHITE °

183



REPORT OF SUPERVISORY COMMITTEE
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2. TRUTHFULNESS OF THE FINANCIAL
INFORMATION OF THE COMPANY

The financial report for the current year gives a true, objective, fair and
accurate view of the financial position and operating results of the Company.

3. ACQUISITION AND DISPOSAL OF ASSETS

During the reporting period, the Supervisory Committee was not aware of
any acquisition or disposal of assets which could impair the shareholders’
interests or lead to loss of the Company’s assets or which was involved with
insider trading.

4. CONNECTED TRANSACTIONS

During the reporting period, all the connected transactions of the Company
were entered into pursuant to the requirements of the Listing Rules and in
strict compliance with the principle of fairness. Such connected transactions
followed the legal decision-making procedure and provided compliant and
transparent information disclosure, and no behavior detrimental to the
interests of the Company was identified thereof.

In 2020, Meilan Airport boasted a continuous and steady improvement in term of
its security, operation, services and management. In 2021, with the gradual control
of the Epidemic, the Company expects that the annual main business volume will
improve, and the Supervisory Committee believes that the Company will take a
variety of measures to actively deal with the adverse impact of the Epidemic on
the Company’s business volume. Meanwhile, the Supervisory Committee will also
focus on monitoring the Company's fulfillment of its commitments to shareholders
by, as always, safeguarding the interests of the shareholders and the Company and
performing our duties diligently, and seek to accomplish all our tasks.

By order of the Supervisory Committee
Liao Hongyu
Chairman of the Supervisory Committee

Hainan Province, the PRC
28 April 2021
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To the shareholders of
Hainan Meilan International Airport Company Limited

BREXHEREZEROERAANZEERR

1. QUALIFIED OPINION
(1) What we have audited

- REE
(=) RAFFHRE

We have audited the financial statements of Hainan Meilan International
Airport Company Limited (the “Company”), which comprise: the consolidated
and company balance sheets as at 31 December 2020, the consolidated and
company income statement for the year then ended, the consolidated and
company cash flow statements for the year then ended, the consolidated and
company statements of changes in shareholders’ equity for the year then
ended, and notes to the financial statements.
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(2) Our qualified opinion (D) REBE
In our opinion, except for the possible effects of the matter(s) described BMRR - RIFKREEROEGE FH s
in the Basis for Qualified Opinion section of our report, the accompanying TEAJREEAE M EI - BN PBRREMBE
financial statements present fairly, in all material respects, the financial AT HEBREESHTENNRERE - DA RB
position of the Company and its subsidiaries (the “Group”) and the Company TEMZEA2020F 12831 BAHRARYTH
as at 31 December 2020, and their financial performance and cash flows MR A K 2020F E K& O R A BIAE & A R AR
for the year then ended in accordance with the requirements of Accounting LRE °
Standards for Business Enterprises (“CASs”).

2. BASIS FOR QUALIFIED OPINION ERREERNER

As disclosed in notes 2(27)(b)(iii) and note 8(6)(c) to the accompanying
financial statements, Haikou Meilan International Airport Co., Ltd. (the parent
company of the Company, hereinafter referred to as “Haikou Meilan”) and
the Company have obtained a syndicated loan (the “Syndicated Loan”).
Haikou Meilan is the borrower and the Company is the co-borrower, the
Company and Haikou Meilan jointly undertake the repayment obligation
for each loan drawn down under the Syndicated Loan and are jointly and
severally liable for repayment of the loan (“Joint Repayment Commitment”).
Up to 31 December 2020, Haikou Meilan has accumulatively drawn down
RMB3.24 billion from the Syndicated Loan and triggered the default clause of
the Syndicated Loan. On 13 March 2021, Hainan High People Court ruled on
the acceptance of the substantial consolidated restructuring of HNA Group
Co., Ltd. (hereinafter “HNA Group”) together with Haikou Meilan and other
companies totalling 321 companies (hereinafter “HNA Group Substantial
Consolidated Restructuring”). In view of these, management of the Company
estimated the loan syndicate may require the Company to undertake the
Joint Repayment Commitment to settle the loans drawn down by Haikou
Meilan in full, and after the payment the Company has the right to claim
reimbursement from Haikou Meilan. The Company has accordingly made a
provision of “credit impairment loss — loss of Joint Repayment Commitment”
of RMB189 million for 2020 and recognised “other current liabilities — Joint
Repayment Commitment” of RMB189 million as of 31 December 2020.
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When estimating the expected credit loss of Joint Repayment Commitment,
the Company adopted certain key assumptions, including whether the loan
syndicate will require the Company to repay the syndicated loan drawn
down by Haikou Meilan in full, the effectiveness of the pledge of the Meilan
Airport Phase Il Expansion Project held by Haikou Meilan, the probability of
successful completion of HNA Group Substantial Consolidated Restructuring
and creditor settlement rate under various scenario. As of the date of this
report, the HNA Group Substantial Consolidated Restructuring is still in
progress, whether the restructuring can be completed and the result of the
restructuring are uncertain, we are not able to obtain relevant supporting
information in respect of the aforementioned key assumptions, including
basis of estimating the loan syndicate will require which party to repay the
loan, legal opinion or court judgement in respect of the effectiveness of the
pledge of Meilan Airport Phase Il Expansion Project held by Haikou Meilan,
the detailed plan of HNA Group Substantial Consolidated Restructuring, the
recent financial position of the companies included in HNA Group Substantial
Consolidated Restructuring as a whole, the result of declaration of the
creditor’s right and other relevant information of HNA Group Substantial
Consolidated Restructuring. There are no alternative audit procedures we can
perform to obtain sufficient and appropriate audit evidences to determine
whether any adjustment is necessary in respect of the “credit impairment
loss — loss of Joint Repayment Commitment” and “other current liabilities —
Joint Repayment Commitment” in the consolidated and company financial
statements and the amount of the adjustment, if any, and the related
disclosure of sensitivity analysis of the aforementioned uncertainties.

We conducted our audit in accordance with China Standards on Auditing
("CSAs"). Our responsibilities under those standards are further described
in the Auditor’'s Responsibilities for the Audit of the Financial Statements
section of our report. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our qualified opinion.

We are independent of the Company in accordance with the Code of
Ethics for Professional Accountants of the Chinese Institute of Certified
Public Accountants (“CICPA Code"), and we have fulfilled our other ethical
responsibilities in accordance with the CICPA Code.
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3.

MATERIAL UNCERTAINTY RELATED TO
GOING CONCERN

We draw your attention to note 2(1) to the accompanying financial
statements, which states that as of 31 December 2020, the Group recorded
a net current liabilities of RMB6.24 billion, short-term borrowings and current
portion of non-current liabilities of RMBO0.38 billion and RMB2.83 billion
respectively, cash and cash equivalents of RMBO0.26 billion. As Haikou Meilan
has triggered the default clause of the Syndicated Loan as of 31 December
2020 and Hainan High People Court has ruled on the acceptance of the
substantial consolidated restructuring of HNA Group together with Haikou
Meilan and other companies totalling 321 companies on 13 March 2021,
which resulted in the loan syndicate has the right to and may request, at any
time, the Company as the co-borrower to undertake the Joint Repayment
Commitment to settle the principal and interest of the Syndicated Loan drawn
down by Haikou Meilan amounting to RMB3.24 billion as of 31 December
2020, request the Company to early repay the principal and interest of the
Syndicated Loan drawn down by the Company amounting to RMB1.94 billion
as of 31 December 2020 and suspend offering the remaining loan facility
to the Company. The Company has incurred Overdue Debt and Arbitration
Case in the year ended 31 December 2020 which also constituted events
of default of the Syndicated Loan. Furthermore, the Company had amounts
due to related parties of RMB1.15 billion as of 31 December 2020. As these
related parties have been included in the HNA Group Substantial Consolidated
Restructuring, the Company may be required to settle these payables
immediately. These matters, together with other matters set forth in Note
2(1) in the accompanying financial statements, indicate the existence of a
material uncertainty which may cast significant doubt over the Group's ability
to continue as a going concern. Our audit opinion is not modified in respect of
this matter.
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4. KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement, were
of most significance in our audit of the financial statements of the current
period. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters. In addition to the matters
described in the sections headed “Basis for Qualified Opinion” and “Material
Uncertainty Related to Going Concern”, the key audit matters identified in our
audit are summarized as follows:

(1) Assessment of the impact of HNA Group Substantial Consolidated
Restructuring on the Company’s long-term equity investment in HNA
Airport Holdings

(2)  Assessment of the impact of HNA Group Substantial Consolidated
Restructuring, HNA Infrastructure Restructuring and Hainan Airlines
Restructuring on the expected credit loss of accounts receivable and
deposits with HNA Group Finance Company

(3) Measurement of capitalization cost and expense to construction in
progress — Phase Il Expansion Project
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Key Audit Matter

(1

Assessment of the impact of HNA Group Substantial Consolidated
Restructuring on the Company’s long-term equity investment in HNA
Airport Holdings

Please refer to Note 2(27) “Critical accounting estimates and judgements”,
Note 4(6) “Long-term equity investments” and Note 6(2) “Interests in
associates” of the financial statements

The Company holds 24.5% equity interests in Hainan Airlines Airport Holding
(Group) Company Limited (“HNA Airport Holdings”), and accounts for it
as long-term equity investment using the equity method. The Company
recognized investment loss of RMB1.37 billion for the long-term equity
investment in HNA Airport Holdings for the year ended 2020. As of 31
December 2020, the book value of the abovementioned long-term equity
investment was zero (31 December 2019: RMB1.37 billion).

In March 2021, Hainan High People Court ruled on the acceptance of the HNA
Group Substantial Consolidated Restructuring. Sanya New Airport Investment
and Construction Co., Ltd. (“Sanya New Airport”), a significant associated
company of HNA Airport Holdings, and most of investment companies of
HNA Airport Holdings, which are accounted as the other non-current financial
assets, were in the scope of the HNA Group Substantial Consolidated
Restructuring.

After considering the provision for expected credit loss made by Sanya
New Airport for its accounts receivable and the loss on changes in the fair
value of the aforementioned other non-current financial assets of HNA
Airport Holdings, the Company’s long-term equity investment in HNA Airport
Holdings has been written down to zero based on the equity method.

When accounting for the long-term equity investment using the equity
method, the critical accounting estimates and judgements made by the
management include:

- The provision for expected credit loss on relevant accounts receivable
of Sanya New Airport based on the judgement that the receivables
and payables between the companies included in the HNA Group
Substantial Consolidated Restructuring will be eliminated and cancelled
out;

- The loss on changes in fair value of other non-current financial
assets recognised by HNA Airport Holdings taking into account the
investees have been included in the scope of HNA Group Substantial
Consolidated Restructuring and were in significant insolvency position
as of 31 December 2020, the estimation of the possibly reasonable
range of creditor settlement rate, the assumption of recovery rate of
equity investment would not be higher than creditor settlement rate.
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Key Audit Matter (Continued)

(1

Assessment of the impact of HNA Group Substantial Consolidated
Restructuring on the Company’s long-term equity investment in HNA
Airport Holdings (Continued)

Affected by HNA Group Substantial Consolidated Restructuring, the loss
on the Company’s investment in HNA Airport Holdings accounted for using
the equity method is significant and involves critical accounting estimates
and judgements. Therefore, the assessment of the impact of HNA Group
Substantial Consolidated Restructuring on the Company'’s long-term equity
investment in HNA Airport Holdings is a key focus of our audit, and we
identify it as a key audit matter.

How our audit addressed the Key Audit Matter

Main audit procedures we performed for assessment of the impact of HNA

Group Substantial Consolidated Restructuring on the Company's long-term equity

investment in HNA Airport Holdings included:

a)

c)

190

We understood, assessed and tested the relevant internal control in the
Company's long-term equity investment process;

We discussed with the management of the Company to understand its
assessment of the impact of the HNA Group Substantial Consolidated
Restructuring on the Company's long-term equity investment in HNA Airport
Holdings;

We interviewed the restructuring manager of HNA Group to understand
the relevant information on the HNA Group Substantial Consolidated
Restructuring;

We obtained the management reports of HNA Airport Holdings and Sanya
New Airport for the year ended 31 December 2020 and implemented
analytical review procedures. We discussed with the statutory auditors of
HNA Airport Holdings and reviewed some of their audit work papers;

We identified the matters that may have a significant impact on the equity
accounting of HNA Airport Holdings from the perspective of the consolidated
financial statements of the Company through understanding of the operating
conditions and financial position of HNA Airport Holdings and Sanya New
Airport and their management’s critical accounting estimates and judgements
in preparation of financial statements, mainly including the expected credit
loss provided by Sanya New Airport for its accounts receivable and the loss
on changes in fair value of other non-current financial assets of HNA Airport
Holdings;
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Key Audit Matter (Continued)

How our audit addressed the Key Audit Matter (Continued)

f)

For the impact of the HNA Group Substantial Consolidated Restructuring
on the provision for expected credit loss on the accounts receivable of
Sanya New Airport, we reviewed the legal memorandums issued by third-
party lawyers to assess the basis of the judgement that the receivables
and payables between the affiliated companies included in the HNA Group
Substantial Consolidated Restructuring will be eliminated;

For the impact of HNA Group Substantial Consolidated Restructuring on the
fair value loss of other non-current financial assets of HNA Airport Holdings:

- We checked the relevant documents of the court ruling on acceptance
of HNA Group Substantial Consolidated Restructuring to assess the
financial position of the investees accounted for as other non-current
financial assets as described above.

- Based on the discussion with the management and the information
obtained from the restructuring administrator and other public channels,
we evaluated the management’s estimation of the possible reasonable
range of the creditor’'s settlement rate; on this basis, we evaluated the
possible reasonable range of changes in the fair value of other non-
current financial assets held by HNA Airport Holdings, and compared
it with the loss on changes in fair value as recognised by HNA Airport
Holdings to assess whether the relevant differences were significant;

We checked the calculation accuracy of the Company’s accounting of HNA
Airport Holdings using the equity method; and

We checked the relevant financial statement disclosures and assessed the
adequacy of relevant disclosures.

Based on the procedures performed, the critical accounting estimates and

judgements made by the management on the long-term equity investment in HNA

Airport Holdings are acceptable.

SE-TETR  SHENE

AUDITOR'S REPORT
B9

KB R T(2021)5 1502055
(B+E £+maE)

RRETERE
BAEST PN RYBARETEEE)

f)  HENEEEEAHEEY =SHSR TR
HHERBXAARENTE  BABEREE=S
AN B BERE R - A= RIS ER
MABMEEELAHERNSBEBEEREZ
] O (B R B 75 S BR 00 H B RO I B RO kB

) WEMEEBEASIEEHEMESIEREMIE
//\Liﬁil@ﬂﬁ%L\/L{ﬁfﬁ}E%m?g

- BHMRE T R EXBENEETES
FERENBEBXM - UFHE B EREM
FRBETRMEERENPRECENNE

R

- EREEEEN®R YHEANREREEE
ARREMARRERENES - RMFT
HTEREHEREABNERZEAER
MR ar R ER £ o (FE T BMIES

ZRPFREMIERD S MEELAABEE

EMT%SEE% b B 55 42 AL
VAR BEZEBIRIET T LLE - UET

ﬁﬁmﬁimuék:

h  BfileET Rz
MEtE RN - &

SR HBME SR ERESE

i) BT EEEREMBHRREE  WhT
HEARBENTSIE -

BREBERMOBJ TE - ERBHEMBSERNRE
BREREERER ZZERELNEAG A
B R AR

197

B=ERD AR A



AUDITOR'S REPORT
B

PwC ZT Shen Zi (2021) No. 15020
(Page 8 of 14)

Key Audit Matter (Continued)

(2)

192

Assessment of the impact of HNA Group Substantial Consolidated
Restructuring, HNA Infrastructure Restructuring and Hainan Airlines
Restructuring on the expected credit loss of accounts receivable and
deposits with HNA Group Finance Company

Please refer to Note 2(27) “Critical accounting estimates and judgements”,
Note 4(1) “Cash at bank and on hand” and Note 4(2) “Accounts receivable”

In February 2021, the Hainan High People Court ruled on the acceptance of
the restructuring of HNA Infrastructure Investment Group Co., Ltd. and its
20 subsidiaries (“HNA Infrastructure Restructuring”), Hainan Airlines Holding
Co., Ltd. and its 10 subsidiaries (“Hainan Airlines Restructuring”). HNA Group
Finance Co., Ltd. (“"HNA Group Finance Company”) was in the scope of HNA
Group Substantial Consolidated Restructuring.

As of 31 December 2020, the Group's deposit in HNA Group Finance
Company amounted to RMB170 million, the total accounts receivable from
the companies included in the scope of HNA Group Substantial Consolidated
Restructuring, HNA Infrastructure Restructuring and Hainan Airlines
Restructuring amounted to RMB230 million (“Restructuring related Financial
Assets”), and the balance of provision for bad debts amounted to RMB140
million and RMB150 million, respectively.

The management made provision for bad debts for Restructuring related
Financial Assets on the basis of expected credit loss. The measurement of
expected credit loss involves critical accounting estimates and judgements.
When estimating the expected credit loss, the Company adopted certain
key assumptions for different scenarios and relevant weights, including the
probability of successful completion of the abovementioned restructuring and
creditor’s settlement rate under various scenarios.

Affected by the abovementioned restructurings, the expected credit loss
of Restructuring related financial Assets is significant and involves critical
accounting estimates and judgements. Therefore, the assessment of the
impact of the expected credit loss of the Restructuring related Financial
Assets is a key concern in our audit, and we identify it as a key audit matter.
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Key Audit Matter (Continued)

How our audit addressed the Key Audit Matter

Main audit procedures we performed for assessment of the expected credit loss of

Restructuring related Financial Assets:

a)

c)

We understood, evaluated and tested the internal control related to
the provision for expected credit loss of financial assets related to the
restructuring;

We discussed with the management to understand its assessment of the
impact of various restructurings on the expected credit loss of financial assets
related to the restructuring;

We interviewed the restructuring administrators to understand the
information on various restructurings;

We evaluated the models and critical assumptions used by the management
when making provision for expected credit loss, including the probability of
successful completion of the restructurings and creditor’s settlement rate
under various scenarios, etc.;

The impact of restructurings on the expected credit loss of the Restructuring
related Financial Assets:

- Based on discussion with the management and restructuring
administrators, and with reference to historical bankruptcy restructuring
cases, we estimated the probability of successful completion of the
restructurings and the upper and lower limits of the possible reasonable
range of creditor’s settlement rate under various scenarios;

- We calculated the possible impact on the expected credit loss of the
Restructuring related Financial Assets based on the upper and lower
limits of the estimated possible reasonable range, and compared it
with the expected credit loss recognised by the Company to assess
whether the relevant difference was significant;

We checked the accuracy of the Company’s calculation of the expected credit
loss of the Restructuring related Financial Assets; and

We checked the relevant financial statement disclosures and assessed the
adequacy of relevant disclosures.

Based on the procedures performed, the critical accounting estimates and

judgements made by the management on the provision for the expected credit loss

of the Restructuring related Financial Assets are acceptable.
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Key Audit Matter (Continued)

(3)

194

Measurement of capitalized cost and expense of construction in
progress — Phase Il Expansion Project

Please refer to the Note 4(9) “Construction in progress” and Note 8(6)(c)
“Phase Il Expansion Project” of the financial statements

During the year ended 31 December 2020, in respect of the Group's
construction in progress — Phase Il Expansion Project, the increases of
construction and installation costs and other costs eligible for capitalisation
and necessary to bring the construction in progress ready for its intended use
totalled to RMB2.48 billion.

The Company and Haikou Meilan have entered into an investment and
construction agreement on 21 August 2015, pursuant to which the two
parties agreed to jointly develop the Phase Il Expansion Project and allocate
the sub-projects being responsible by the two parties respectively and
confirm the Company and Haikou Meilan are entitled to ownership of the
assets of their respective sub-projects. The Company and Haikou Meilan
should jointly review and monitor the construction cost incurred, payments
of construction costs and raise of external funding of the Phase Il Expansion
Project, and confirm the allocation of assets and liabilities between the
Company and Haikou Meilan.

Construction in progress — Phase |l Expansion Project is measured at actual
cost that are allocated to the Company. Actual cost comprises construction
costs, installation costs, borrowing costs that are eligible for capitalisation
and other costs necessary to bring the construction in progress ready for its
intended use, including expenditures on engineering design, supervision and
consulting costs.

We spent many audit resources in the audit process as the Phase Il
Expansion Project is a large-scale and complex construction project, whose
capitalised construction costs and expenses are material. Therefore, we
identified the measurement of the capitalised costs and expenses of the
construction in progress-Phase Il Expansion Project as a key audit matter.
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Key Audit Matter (Continued)

How our audit addressed the Key Audit Matter

Main audit procedures we performed for measurement of the capitalized cost and

expense of construction in progress — Phase |l Expansion Project:

a)

c)

We understood, evaluated and tested the management’s relevant
internal control for the measurement of capitalized costs and expenses of
construction in progress;

We conducted sampling tests on the capitalized costs and expenses of the
Phase Il Expansion Project increased in the year to assess whether they meet
the conditions for capitalization.

For the capitalized costs and expenses, we implemented the following audit
procedures:

We reviewed the investment and construction agreement, and
checked the Company’s construction project with the project allocation
details under the investment and construction agreement;

We checked, on a sample basis, the construction and installation
costs increased in the year and checked them with the report jointly
confirmed by the construction unit, third-party supervision company,
cost consulting company and the project leader, examined the related
engineering contracts and checked the actual payment amount with
the invoices and payment vouchers;

We selected certain sub-projects of the Phase Il Expansion Project
and performed on-site visit in order to check the actual construction
progress;

We checked, on a sample basis, the service contracts with third
party professional institutions in relation to construction design,
construction supervision and construction costs consultation, inquired
of management about the progress of the services rendered, agreed
the amounts of capitalised expenses to the invoices issued by the third
party professional institutions;

We recalculated the borrowing costs eligible for capitalization during
the year according to the terms of the loan contracts.

Based on the procedures performed, the increases for the current year of capitalised

costs and expenses of the Phase |l Expansion Project were properly supported by

the audit evidences obtained.
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5.

196

OTHER INFORMATION

Management of the Company is responsible for the other information. The
other information comprises all of the information included in 2020 annual
report of the Company other than the financial statements and our auditor’s
report thereon.

Our opinion on the financial statements does not cover the other information
and we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility
is to read the other information and, in doing so, consider whether the
other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be materially
misstated.

If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report
that fact. As described in the section of “Basis for Qualified Opinion”, we are
unable to obtain sufficient and appropriate audit evidence in respect of the
provision for the expected credit loss of the Joint Repayment Commitment
of the Syndicated Loan drawn down by Haikou Meilan. Accordingly, we
are unable to conclude whether or not the other information is materially
misstated with respect of this matter.

RESPONSIBILITIES OF MANAGEMENT AND
THOSE CHARGED WITH GOVERNANCE FOR
THE FINANCIAL STATEMENTS

Management of the Company is responsible for the preparation and fair
presentation of these financial statements in accordance with the CASs, and
for design, execution and maintaining of such internal control as management
determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing these financial statements, management is responsible for
assessing the Company's ability to continue as a going concern, disclosing,
as applicable, matters related to going concern and using the going concern
basis of accounting unless management either intend to liquidate the
Company or to cease operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the
Company'’s financial reporting process.
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7.

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether these
financial statements are free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not a guarantee that
an audit conducted in accordance with CSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken
based on these financial statements.

As part of an audit in accordance with CSAs, we exercise professional
judgment and maintain professional skepticism throughout the audit. We
also:

(1) Identify and assess the risks of material misstatement of the financial
statements, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of
internal control.

(2) Obtain an understanding of internal control relevant to the audit 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 internal control.

(3) Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made
by management.

(4) Conclude on the appropriateness of management’s use of the going
concern basis of accounting and, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Company's ability to continue
as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s report to the related
disclosures in these financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Company to
cease to continue as a going concern.
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(5) Evaluate the overall presentation (including the disclosures), structure
and content of the financial statements, and whether the financial
statements represent the underlying transactions and events in a
manner that achieves fair presentation.

(6)  Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Company to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our
audit.

We also provide those charged with governance with a statement that we have
complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we
determine those matters that were of most significance in the audit of the financial
statements of the current period and are therefore the key audit matters. We
describe these matters in our auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the
public interest benefits of such communication.

PricewaterhouseCoopers Zhong Tian LLP

Shanghai, the People’s Republic of China

28 April 2021
Signing CPA Chen Yuntao (Engagement Partner)
Signing CPA Liu Jiahong
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CONSOLIDATED AND COMPANY BALANCE SHEETS

EHRARIEER

31 December

31 December

=

= 2%

“~

As at 31 December 2020 20204 12431 H
(All amounts in RMB Yuan unless otherwise stated) (B % BIsL855) - 2 BEE 7 BN RET)

31 December

31 December

2020 2019 2020 2019
20205 2019%F 20204 20194
12A31H 12A31H 12A31H 12A318
Note Consolidated Consolidated Company Company
ASSETS BE (i3 Ll & B NG NE]
Current assets RBEE
Cash at bank and on hand E¥ES 4(1) (1) 292,182,748  1,511,749,849 142,832,765  1,486,351,560
Accounts receivable FEIBR SR 4(2) 1(2) 353,076,812 490,502,979 410,034,538 485,348,940
Prepayments B FIE 4(3) 8(3) 10,566,302 7,611,309 6,574,998 6,672,814
Other receivables H A UK 4(4), 16(1)
()~ +75(1) 8,454,512 13,857,129 64,200,532 42,721,021
Inventories & 399,282 696,083 132,742 318,843
Other current assets Hin R & E 4(5) PH(5) 6,258,140 9,459,706 - -
Total current assets REEEA 670,937,796  2,033,877,055 623,775,575  2,021,413,178
Non-current assets FRBEE
Long-term equity investments REMRERE 4(6), 16(2)
e « +7x(2) 12,856,945  1,402,716,902 28,056,945  1,420,916,902
Investment properties BEMEHE 4(7) 1(7) 1,180,319,936  1,217,722,262  1,180,319,936  1,217,722,262
Fixed assets BEEE 4(8) 1(8) 2,124,341,242  2,237,698,184  2,111,678,584  2,223,666,245
Construction in progress FEEIR 4(9) PH(9) 5,728,721,777  3,247,884,622  5,728,721,777  3,247,884,622
Right-of-use assets EREEE 4(10) H(10) 151,354,862 116,963,234 148,974,427 105,061,060
Intangible assets BYEE 4(11) H(11) 153,471,779 157,207,967 153,216,425 156,912,431
Long-term prepaid expenses ROFEER 6,003,025 7,092,273 5,716,981 6,603,264
Deferred tax assets ERREHEE 4(12) [H(12) 44,213,919 14,734,598 43,550,147 14,713,892
Other non-current assets HiEmE & E 4(13) TH(13) 1,005,266,388  1,020,265,841 1,005,266,388  1,019,265,841
Total non-current assets FRBEEST 10,406,549,873 9,422,285,883  10,405,501,610 9,412,746,519
Total assets BEEMAL 11,077,487,669  11,456,162,938  11,029,277,185  11,434,159,697
—E-—Trag . smzeERzsresRas |90



CONSOLIDATED AND COMPANY BALANCE SHEETS
atthRRBEEREBER

As at 31 December 2020 20204 12431H
(All amounts in RMB Yuan unless otherwise stated) (B % Bt 855) - = BEE (U BN RET)

31 December 31 December 31 December 31 December
2020 2019 2020 2019
20205 2019%F 20204 20194
12A31H 12A31H 12A31H 12A318
Note Consolidated Consolidated Company Company
LIABILITIES AND EQUITY BERER (i CEia & B NG NE]
Current liabilities REBAE
Short-term borrowings SEGIEEA 4(14) FH(14) 379,450,000 902,665,000 379,450,000 902,665,000
Accounts payable ERERR 4(15) PH(15) 310,016,962 310,339,099 256,038,330 232,250,078
Advances from customers B WRIE 4(17) (17) 25,539,573 131,599,610 4,251,613 112,005,498
Contract liabilities ERAE 4(16) TE(16) 36,382,700 638,204 36,382,700 638,204
Employee benefits payable FETBE T 5B 4(18), 16(3)
mm(18) ~ +7:(3) 44,512,417 30,324,318 37,096,485 18,695,332
Taxes payable EXHE 4(19) PH(19) 393,236,216 491,065,149 389,346,303 488,351,183
Other payables H A FERF 3R 4(20) P4(20) 2,697,974,613  1,229,632,236  2,745,714,100  1,177,585,675
Other current liabilities Hit BB & 8(6)(c) /\(6)(c) 189,087,000 = 189,087,000 =
Non-current liabilities —FREERERE
due within one year =L 4(21) PH(21) 2,832,324,339  2,050,929,447  2,821,241,567  2,035,956,384
Total current liabilities REAGAE 6,908,523,820  5147,193,063  6,858,608,098  4,968,147,354
Non-current liabilities FRBEE
Lease liabilities HERE 4(22) 1H(22) 86,903,269 2,480,339 86,903,269 =
Long-term payables RHEAERR 4(23), 16(4)
7M(23) ~ +7x(4) 79,444,402 904,340,770 49,521,529  1,196,963,573
Deferred revenue IR Wz 4(24) TH(24) 49,392,222 52,225,556 49,392,222 52,225,556
Long-term employee benefits £ PE AT BR T3 B 4(18), 16(3)
payable m(18) ~ +7x(3) 361,580 58,498 361,580 58,498
Deferred tax liabilities EERBHAR 4(12) m(12) 639,193 278,925 - =
Other non-current liabilities Hi3EmEaE 4(25) 79(25) 141,705,657 196,995,053 29,166,657 68,379,053
Total non-current liabilities FRBEEST 358,446,323  1,156,379,141 215,345,257  1,317,626,680
Total liabilities 8EE 7,266,970,143  6,303,572,204  7,073,953,355  6,285,774,034
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CONSOLIDATED AND COMPANY BALANCE SHEETS
atthRRIEEREBER

As at 31 December 2020 20204 12431H
(All amounts in RMB Yuan unless otherwise stated) (B % BIsL855) - 2 BEE 7 BN RET)

31 December

31 December

31 December

31 December

2020 2019 2020 2019
20205 2019%F 20205 20194
12A31H 12A31H 12A31H 12A318
Note Consolidated Consolidated Company Company
LIABILITIES AND EQUITY BERER (i CEia & B NG NE]
Shareholders’ equity IR RRE R
Share capital R A 4(26) 4(26) 473,213,000 473,213,000 473,213,000 473,213,000
Capital surplus BARNE 4(27) 14(27) 819,661,947 819,661,947 819,661,947 819,661,947
Surplus reserve BERRAE 4(28) H(28) 246,394,231 246,394,231 246,394,231 246,394,231
Other comprehensive loss Hitir & 18 (19,524,487) (19,524,487) (19,524,487) (19,524,487)
Retained earnings RO EEF)E 4(29) 74(29) 2,248,711,127  3,589,087,273  2,435579,139  3,628,640,972
Total equity attributable to FEREATRRE
shareholders of the Company EREE 3,768,455,818 5,108,831,964 3,955,323,830 5,148,385,663
Minority interests DR FE S 4(30) 8(30) 42,061,708 43,758,770 - =
Total equity EEAs 3,810,517,526  5,152,590,734  3,955,323,830  b5,148,385,663
Total liabilities and equity BERERET 11,077,487,669  11,456,162,938  11,029,277,185  11,434,159,697

The accompanying notes form an integral part of these financial statements.

Legal representative:
PEREEA -

Wang Zhen

=]

&I $RR PR R B SRR R EE S

Principal in charge of accounting: Head of accounting department:

FESHITEMEEA - DIEEBEA -
Yu Yan Tian Qingquan
Bs HER
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CONSOLIDATED AND COMPANY INCOME STATEMENTS

R WNEIRUNEES

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated) (B % B 855) - = BEE (U BN RET)

2020 2019 2020 2019
20205 20195 % 20205 20195
Note Consolidated Consolidated Company Company
ltem EH st L =i AF NG|
1. Revenue - BEHA 4(31), 16(5)
m(31) + +75(5) 1,369,531,792 1,576,371,078 1,126,049,499 1,354,492,955
Less: Cost of sales B BERA 4(31), 16(5)
m(31) » +75(5) (676,429,554) (720,860,400) (518,662,527) (546,886,696)
Taxes and surcharges Bie Kt 4(32) [(32) (14,440,239) (30,492,845) (14,107,450) (29,684,377)
Selling and distribution expenses HEER 4(31), 16(5)
m(31)+ +7366) (8,342,961) (6,108,775} - -
General and administrative ERER 4(31), 16(5)
expenses m(31) - +7366) (83,984,850) (72,193,227) (51,356,185) (48,153,741)
Financial (expenses}/income ~ net BEER),/RA-FE 433 T(30) (14,377,017) 14,041,631 (14,043,066) 14,751,998
Credit impairment loss ERRERL 4(36) M(36) (501,882,184) (2,197,796) (301,340,232) (1,968,987)
Add: Investment (loss}/income m: REGBK) i 4(34) m(34) (1,389,427,364) 6,858,636 (1,391,804,947) 6,858,636
Including: Share of (loss}/profit of Heb: YBECENRE
associates (BX)/ Wz (1,389,859,957) 6,858,636  (1,389,859,957) 6,858,636
(Losses)/Gains on disposal of BERE(BX)/ Mz 4(35) 7(35)
assets (884,225) 3,404,673 (884,225) 3,401,013
Other income Hithlrgs 4(37) [(37) 18,000,726 3,151,142 11,222,773 2,205,198
2. Operating (loss)/profit = BE(FR) /A8 (1,302,235,876) 771,974117  (1,154,926,360) 755,015,999
Add:  Non-operating income o0 BEMNEA 4(38) 74(38) 218,643 112,744 203,626 110,000
Less: Non-operating expenses o EENT (2.477) (35,592) (1,255) -
3. Total (loss)/profit = (BR)/FBEE (1,302,019,710) 772,051,269 (1,154,723,989) 755,125,999
Less: Income tax expenses i EHER 4(39) [(39) (40,053,498) (190,686,512) (38,337,844) (187,291,828)
4. Net (loss)/profit m E(ER) /B (1,342,073,208) 581,364,757 (1,193,061,833) 567,834,171
Classified by continuity of operations REERERNE
Net (loss)/profit from continuing FECER(ER)/ TR
operations (1,342,073,208) 581,364,757 (1,193,061,833) 567,834,171
Net profit from discontinued operations BIHE S S - - - -
Classified by ownership of the equity EFMERGBAE
Net (loss)/profit attributable to SBERELRRENT
shareholders of the Company (B8), /7 (1,340,376,146) 575,412,545 (1,193,061,833) 567,834,171
Minority interests DYRRBR (1,697,062) 5,952,212 - =
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CONSOLIDATED AND COMPANY INCOME STATEMENTS
& 0 kA RIAE R

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated) (B % BIsL855) - 2 BB E 7 BN RET)

2020 2019 2020 2019
20205 20195 % 20205 % 201958
Note Consolidated Consolidated Company Company
ltem ER st L Gl NG NG|
5. Other comprehensive loss, I AR FENHATE
net of tax - (7,240,191) - (7,240,191)
Other comprehensive loss attributable to SERSLARENEMES
shareholders of the Company, ERNH®RFE
net of tax - (7,240,191) - (7,240,191)
Other comprehensive loss which HENBEBRENL LA
will be reclassified to profit or loss EE - (7,240,191) - (7,240,191)
Other comprehensive loss that B T ABRENAL
can be transferred to profit or loss TRER
under the equity method - (7,240,191) - (7,240,191)
6. Total comprehensive (loss)/income 7 &G&(BE) WK AE (1,342,073,208) 574,124,566 (1,193,061,833) 560,593,980
Attributable to shareholders of the SEASAARRNGS
Company (B1),/ st (1,340,376,146) 568,172,354 (1,193,061,833) 560,593,980
Attributable to minority interests SRR DEREREGS
(&518)/ Wam e (1,697,062) 5,952,212 - -
7. (Losses)/Earnings per share t- BR(ER) /Wi
Basic (losses)/earnings per share EXFR(BR) M
(RMB Yuan) (ARET) 4(40) 7H(40) (2.83) 122 Not applicable Not applicable
TEA TEA
Diluted (losses)/earnings per share HEER(5E) ki
(RMB Yuan) (ARET) 4{40) 7H(40) (2.83) 122 Not applicable Not applicable

FER TER

& B T SRR PR R B TS MR R ER S

The accompanying notes form an integral part of these financial statements.

Legal representative: Principal in charge of accounting: Head of accounting department:
PEREEA FEEHTIEWAERA - BiHIERAA -

Wang Zhen Yu Yan Tian Qingquan
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CONSOLIDATED AND COMPANY CASH FLOW STATEMENTS
etk ARIBETRER

For the year ended 31 December 2020 20204 &

(All amounts in RMB Yuan unless otherwise stated) (B % B 855) - = BEE (U BN RET)

2020 2019 2020 2019
20205 20195 20206 % 20195
Note Consolidated Consolidated Company Company
Bzt At Gl AF |
1. Cash flows from operating activities — + Z&ZTEHELNREH
Cash received from sales of goods or HERR  RESHHII
rendering of services RBe 1,329,341,850 1,737,553,979 1,070,264,339 1,511,490,326
Cash received relating to other WeBIE f BRAS E B B AR
operating activities e 203,493,862 206,510,154 194,984,507 200,002,962
Sub-total of cash inflows from REFHRSFANDE
operating activities 1,532,835,712 1,944,064,133 1,265,248,846 1,711,493,288
Cash paid for goods and services BERR  BXSBIN
Be (291,830,162) (344,109,527) (204,269,854) (268,281,204)
Cash paid to and on behalf of IRGBINRARI S
employees b (227,848,633) (229,826,194) (137,519,659 (141,607,833)
Payments of taxes and surcharges YHNHEEGE (235,135,455)  (114,086,413)  (228,284,660) (106,905,274)
Cash paid relating to other operating SATE A RSB A AR
activities Be (314,050,563) (424,763,963) (335,229,093) (386,368,798
Sub-total of cash outflows from BETHRSRIL /Gt
operating activities (1,068,864,813)  (1,112,786,097) (905,303,266) (903,163,109)
Net cash flows from operating RETHELNES 4(42)(a)
activities nEFR /i (42)(a) 463,970,899 831,278,036 359,945,580 808,330,179
2. Cash flows used in investing — - RETEHFEANELRE
activities
Net cash received from disposal of REETEERRMNRSE
fixed assets FE 1,252 3,274,479 1,252 3,235,535
Net cash received from disposal of BEFRAMEINE S FE 4(42)(c)
subsidiaries 79 (42)(c) 1,022,068 - 1,055,010 -
Cash received relating to other WEIE b BIE &R B A RN
investing activities e - 629,422,357 - 629,422,357
Sub-total of cash inflows from BRETHESRA NG
investing activities 1,023,320 632,696,836 1,056,262 632,657,892
Cash paid to acquire fixed assets and BEETEENEARE
other long-term assets BEZMNBES (1,340,005,269)  (1,319,680,247)  (1,325,722,384)  (1,317,607,282)
Sub-total of cash outflows from RETBRES RNt
investing activities (1,340,005,269)  (1,319,680,247)  (1,325,722,384)  (1,317,507,282)
Net cash flows used in RETBHEANES
investing activities REFE (1,338,981,949) (686,983,411)  (1,324,666,122) (684,849,390)

204
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CONSOLIDATED AND COMPANY CASH FLOW STATEMENTS
A?‘T& T@%fauwi%

For the year ended 31 December 2020 20204 /&
(All amounts in RMB Yuan unless otherwise stated) (B % BIsL855) - 2 BB E 7 BN RET)

2020 2019 2020 2019
20205 2019FE 20206 % 20195
Note Consolidated Consolidated Company Company
fitzx & Gl AT NG
3. Cash flows (used in)/generated = EETEH(ER)/ELNRSE
from financing activities mE
Cash received from borrowings BEERRIMNES - 2,840,485,000 - 2,840,485,000
Cash received relating to other WEE M REE B AR
financing activities Re 308,005,000 842,862,125 308,005,000 842,862,125
Sub-total of cash inflows from EGEHRSRANDE
financing activities 308,005,000 3,683,347,125 308,005,000 3,683,347,125
Cash repayments of borrowings BEEEIINES (527,140,165)  (2,199,450,000) (527,140,165)  (2,199,450,000)
Cash payments for interest expenses BNMEXTRRE (148,480,441) (168,508,858) (148,480,441 (168,508,857)
Cash payments relating to other YREMAEEEHEHN
financing activities Be (11,403,955) (50,381,256) (11,147,020) (42,638,192)
Sub-total of cash outflows from BETHRSRIL
financing activities (687,024,561)  (2,418,340,114) (686,767,626)  (2,410,597,049)
Net cash flows (used in)/ BETEH(FER)/EEN
generated from financing BeREFE
activities (379,019,561) 1,265,007,011 (378,762,626) 1,272,750,076
4. Effect of foreign exchange M EXSBHRESRES
rate changes on cash and cash ZEYINEE
equivalents (35,627) 20,489,704 (35,627) 20,489,704
5. Net (decrease)/increase in cash I BeRESEENFRED)/ 4620
and cash equivalents i 9(42)(b) (1,254,066,238) 1,429,791,340 (1,343,518,795) 1,416,720,569
Add: Cash and cash equivalents at m:ENReRRLEEY
the beginning of the year % 1,511,749,849 81958509  1,486,351,560 69,630,991
6. Cash and cash equivalents atthe ' EXBERBSEENHE
end of the year 257,683,611 1,611,749,849 142,832,765 1,486,351,560
The accompanying notes form an integral part of these financial statements. BHI BB IRR I T B RR AR IS -
Legal representative: Princ/pa/ in charge of accounting: Head of accounting department:
PEEEA - TEEIHIIEHBEA - EETHERERA -
Wang Zhen Yu Yan Tian Qingquan
EN=) BE HER
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CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS EQUITY
A GHIRRIER BB X

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated) (B % B 855) - = BEE (U BN RET)

Equity attributable to shareholders of the Company
BERAARNRE RS

Other Total
Share Capital Surplus  comprehensive  Undistributed Minority shareholders’
Note capital surplus reserve loss profits interests equity
Item by it A VYN BRME  EfGeBE  AOENE  JERRER  RRERsH
Balance at 1 January 2019 201951 1R EHE 473213000 813135400 246,394,231 (12,284,296)  3,013,674,728 37,806,558 4,571,939,621
Movements for 2019 0195ELREHE
Total comprehensive income TRkRES
Net profit i)l - - - - 575,412,545 5,952,212 581,364,757
Other comprehensive loss EirAER - - - (7,240,191) = = (7,240,191)
Total comprehensive income GRNEREA - - = (7,240,191) 575,412,545 5,952,212 574,124,566
Profit distribution MEAE
Profit distribution to HRROHR
shareholders - - - - - - -
Changes in other capital suplus ~ EHBARTEEE 427) m(27) = 6,526,547 = = = = 6,526,547
Balance at 31 December 2019 2019512831 A REAE 473213000 819,661,947 246,394,231 (19,524,487)  3589,087,273 43,758,770 5,152,590,734
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CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS EQUITY

EHBRRESEE TR

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated) (B % BIsL855) - 2 BEE 7 BN RET)

Equity attributable to shareholders of the Company

BERADANRRES
Other Total
Share Capital Surplus  comprehensive  Undistributed Minority ~ shareholders’
Note capital surplus reserve loss profits interests equity
Item L] (i & -CIN BHOE  HitREER  APEAE  DERRER  RREZSH
Balance at 1 January 2020 00F1 A1 ENHE 473,213,000 819,661,947 246,394,231 (19,524,487)  3,589,087,273 43,758,770 5,152,590,734
Movements for 2020 0205ELREDE
Total comprehensive loss GRERER
Net loss FER - - - - (1,340,376,146) (1,697,062  (1,342,073,208)
Other comprehensive loss EirAEE - - - - - -
Total comprehensive loss GaFREEAH - - - (1,340,376,146) (1,697,062)  (1,342,073,208)
Profit distribution HMESE
Profit distribution to HRROHR
shareholders - - - - - - -
Changes in other capital suplus ~ EHBARTEEE 4027) m(27) - - - - - - -
Balance at 31 December 2020 2020E12A3N A ERBE 473,213,000 819,661,947 246,394,231 (19,524,487)  2,248,7111,127 42,061,708 3,810,517 526

The accompanying notes form an integral part of these financial statements.

Legal representative:
PEEEA -

Wang Zhen

|

Principal in charge of accounting:

RIS IR E R B MR OB D

Head of accounting department:

FEETIEMEEA - B BIEREA -
Yu Yan Tian Qingquan
BE HER
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COMPANY STATEMENT OF CHANGES IN SHAREHOLDERS EQUITY

NGl TE

For the year ended 31 December 2020 20204 &

(All amounts in RMB Yuan unless otherwise stated) (B % B 855) - = BEE (U BN RET)

Other Total
Share Capital Surplus  comprehensive Undistributed shareholders’
Note capital surplus reserve loss profits equity
Item R liE3 B EADHE BHAR EtGaBE ROEHE RRERA R
Balance at 1 January 2019 0195151 ENBE 473,213,000 813,135,400 246,394,231 (12,284,296)  3,060,806,801 4,581,265,136
Movements for 2019 0195 ERREHE
Total comprehensive income GAlEaE
Net profit bille - - - - ETEMITI 5678317
Other comprehensive loss Hip A BR = = = (7,240,191) = (7,240,191)
Total comprehensive income melEgRast - - = (7,240,191) 567,834,171 560,593,980
Profit distribution FEnE
Profit distribution to shareholders HRENDE - - - - - -
Changes in other capital surplus LS YN E] 4(27) I(27) = 6,526,547 = = = 6,526,547
Balance at 31 December 2019 20195128 BERBE 473,213,000 819,661,947 246,394,231 (19,524,487)  3,628,640,972 5,148 385,663
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COMPANY STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

ARBRIER LB =

For the year ended 31 December 2020 20204 /&
(All amounts in RMB Yuan unless otherwise stated) (B % BIsL855) - 2 BB E 7 BN RET)

Other Total
Share Capital Surplus  comprehensive  Undistributed shareholders’
Note capital surplus reserve loss profits equity
ltem HH Mgk S ERNE BHAR HttREEE KRABFE RRERS
Balance at 1 January 2020 2020F1 R1REE 473,213,000 819,661,947 246,394,231 (19,524,487) 3,628,640,972 5,148,385,663
Movements for 2020 00FERREHE
Total comprehensive loss GABREE
Net loss REE - - - - (1,193,061,833)  (1,193,061,833)
Other comprehensive loss Hip A BR - - - - - -
Total comprehensive loss GABBERAT - - - - (1,193,061,833)  (1,193,061,833)
Profit distribution FESE
Profit distribution to shareholders HRRHPE - - - - - -
Changes in other capital surplus LS YN E] 4027) m27) - - - - - _
Balance at 31 December 2020 2020512831 A ERAE 473,213,000 819,661,947 246,394,231 (19524,487)  2,435579,139  3,955,323,830

The accompanying notes form an integral part of these financial statements.

RIS IR E R E MR OB D

Legal representative: Principal in charge of accounting: Head of accounting department:
PEEEA - FEETIEMEEA - B BIEREA -

Wang Zhen Yu Yan Tian Qingquan

3= BE HER
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NOTES TO THE FINANCIAL STATEMENTS
B 75 ¥ 2 P

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated) (B % Bl 855 - & BE 8T BA R KT)

1

210

GENERAL INFORMATION

Hainan Meilan International Airport Company Limited (formerly known as
“Regal International Airport Group Company Limited”, hereinafter referred
to as the “Company"”) was established as a joint stock company with limited
liability in the People’s Republic of China (the “PRC") on 28 December
2000. The registered address and the headquarters of the Company is at
Haikou, Hainan Province, the PRC. The Company's shares were listed on the
main board of The Stock Exchange of Hong Kong Limited on 18 November
2002. The Company and its subsidiaries (collectively the “Group”) are
mainly engaged in the operation of the Meilan Airport at Haikou City, Hainan
Province, the PRC (the “Meilan Airport”) and certain ancillary commercial
businesses. The parent company of the Company is Haikou Meilan
International Airport Co., Ltd. (“Haikou Meilan”), an enterprise established in
the PRC with limited liability.

HNA Group Co., Ltd. (“"HNA Group”) is a significant shareholder of Haikou
Meilan. In 2020, the liquidity risk of HNA Group increased. On 10 February
2021, the Hainan High People Court ruled on the acceptance of the
restructuring of HNA Group and other 7 companies, HNA Infrastructure
Investment Group Co., Ltd. (“"HNA Infrastructure”) and its 20 subsidiaries
("HNA Infrastructure Restructuring”), Hainan Airlines Holding Co., Ltd.
("Hainan Airlines”) and its 10 subsidiaries (“Hainan Airlines Restructuring”).
On 13 March 2021, the Hainan High People Court ruled on the acceptance
of the substantial consolidated restructuring of HNA Group and its related
companies totaling 321 companies (the “HNA Group Substantial Consolidated
Restructuring”). Haikou Meilan, HNA Airport Holdings (Group) Co., Ltd. (an
significant associate of the Company, hereinafter referred to as “HNA Airport
Holdings"”) and other companies with daily business transactions with the
Group have been included in the above restructuring. As of the date of these
financial statements, the business operation of the Group is stable.

These financial statements were authorised for issue by the Board of
Directors on 28 April 2021.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

Basis of preparation

The financial statements are prepared in accordance with the Accounting
Standard for Business Enterprises — Basic Standard, the specific accounting
standards and other relevant regulations issued by the Ministry of Finance on
15 February 2006 and in subsequent periods (hereafter collectively referred
to as “the Accounting Standards for Business Enterprises” or “CASs").
The new Hong Kong Companies Ordinance was effective on 3 March 2014.
Certain notes to the financial statements have been disclosed in accordance
with the requirements of the Hong Kong Companies Ordinance.
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NOTES TO THE FINANCIAL STATEMENTS

B 75 5 5% B &

For the year ended 31 December 2020 20204 /&

(All amounts in RMB Yuan unless otherwise stated) (B4 55t 8551 » & BB &7 BARKT)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

Basis of preparation (Continued)

As at 31 December 2020, the Group recorded net current liabilities of
approximately RMBG6.24 billion, short-term borrowings and current portion of
non-current liabilities of RMBO0.38 billion and RMB2.83 billion respectively,
cash and cash equivalents of RMBO0.26 billion. Current portion of non-current
liabilities included mainly syndicated loan of RMB1.94 billion and amounts
due to related parties of RMBO0.84 billion.

As disclosed in note 8(6)(c), the Company and Haikou Meilan are jointly
constructing Meilan Airport Phase Il Expansion Project (the “Phase Il
Expansion Project”). Haikou Meilan as the borrower and the Company as the
co-borrower have obtained a syndicated loan (the “Syndicated Loan") with a
total facility of RMB?7.8 billion and maturity of 20 years which is specifically
for financing the construction of the Phase |l Expansion Project. Haikou
Meilan and the Company jointly undertake the repayment obligation for
each loan drawn down under the Syndicated Loan Agreement and are jointly
and severally liable for the repayment of the loan (the “Joint Repayment
Commitment”). As of 31 December 2020, the draw-down of the Syndicated
Loan totalled to approximately RMB5.18 billion, of which Haikou Meilan has
drawn down RMB3.24 billion and the Company has drawn down RMB1.94
billion. As of 31 December 2020, Haikou Meilan has triggered the event of
default of the Syndicated Loan. Furthermore, as HNA Group and its certain
related parties including Haikou Meilan were not able to settle their debts in
due course and were insolvent as a whole and these companies are highly
mixed, Hainan Higher People Court ruled on the acceptance of the substantial
consolidated restructuring of HNA Group and its related companies inclusive
of Haikou Meilan totaling 321 companies on 13 March 2021 (the “HNA Group
Substantial Consolidated Restructuring”) (“Haikou Meilan’s Defaults”). Haikou
Meilan’'s Defaults resulted in the loan syndicate has the right to request, at
any time, the Company as the co-borrower to undertake the Joint Repayment
Commitment to repay the Syndicated Loan drawn down by Haikou Meilan
amounting to RMB3.24 billion, and after the payment the Company has the
right to request reimbursement from Haikou Meilan. Haikou Meilan's Default
has also resulted in the loan syndicate has the right to request the Company
to early repay the balance of the Syndicated Loan drawn down by the
Company amounting to RMB1.94 billion and suspend offering the remaining
loan facility of RMB1.96 billion to the Company. The Group has reclassified
the Syndicated Loan drawn down by the Company of RMB1.94 billion which
is originally due for repayment after 31 December 2021 to current portion of
non-current liabilities (note 4(21)), and recognised “credit impairment loss
— Joint Repayment Commitment loss” of RMB189 million in respect of the
expected credit loss of the aforementioned Joint Repayment Commitment for
2020. As of the date of these financial statements, the Company and Haikou
Meilan have not obtained the written waiver from loan syndicate, and have
not received request from loan syndicate requiring the Company to repay the
Syndicated Loan or undertake the Joint Repayment Commitment.
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NOTES TO THE FINANCIAL STATEMENTS

B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated) (B % it 855 - £ A&z BA RKT)

2

212

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

Basis of preparation (Continued)

As disclosed in note 4(14), a short-term bank loan of the Company amounting
to approximately RMB380 million has not been repaid in due course in
November 2020 (the “Overdue Debt”) and constituted an event of default of
the bank loan. As of the date of these financial statements, the Company has
not yet obtained a written waiver from the bank in respect of the Overdue
Debt.

As disclosed in note 9, the Company received arbitration application requiring
the Company to pay a compensation for the damage in a maximum amount
of HK$6.962 billion in respect of the H shares subscription agreement
entered into in prior year on 23 December 2020 (the “Arbitration Case”).
Management is of the view that the Company has no breach of contract as
claimed by the applicant and the damage claimed by the applicant will not be
supported by the arbitration center. As of 31 December 2020, the Company
has not made any provision for this contingency.

The Overdue Debt and Arbitration Case have also constituted events of
default of the Syndicated Loan.

In addition, as of 31 December 2020, the Company's payables to related
parties totalled to RMB1.15 billion, including other payables of RMB0.31
billion and current portion of non-current liabilities of RMB0.84 billion, these
payables have no specific repayment terms. As these related parties have
been included in HNA Group Substantial Consolidated Restructuring, the
Company may be required to settle these payables immediately. As of the
date of these financial statements, the Company has not received request to
repay these payables.

The above events or circumstances indicate the existence of a material
uncertainty which may cast significant doubt over the Group’s ability to
continue as a going concern.
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 /&
(All amounts in RMB Yuan unless otherwise stated) (B % BIsL855) - 2 BB E 7 BN RET)

SUMMARY OF SIGNIFICANT ACCOUNTING = FEErBEME{Estw@
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

Basis of preparation (Continued) (1) MBEHBRNFERER(E)

The directors of the Company have carefully considered the progress of EREBER  ARREEEREEEENER
the HNA Group Substantial Consolidated Restructuring, the Group's future BEHAHEERNER - AEERENRHES -
working capital, operation results and available sources of financing so as RN A R AT AR B E OR - A E AR E R
to assess whether the Group has sufficient working capital and sources of LHBERHNEEESURBE RRABRAS
financing to meet its current requirement and continue as going concern E 72020 12 A31 1% 1218 A A #E 5055 (& B &7
for at least of 12 months from 31 December 2020. The Group is trying to NEBTFEESL - AEBIEAEEBE—RHE
take certain measures to improve its financial position and cash flow status, HERERBESEN - BEETRER :

including but not limited to:

1) Haikou Meilan has submitted an application to the administrator of 1) BOERELASNERBELEAHERE
HNA Group Substantial Consolidated Restructuring (the “Restructuring BATEZEEBEADRIESRG @ FX0EK
Administrator”) to apply for Hainan High People Court to approve the HERBEERABLERTER - A - &K
Syndicated Loan Agreement as a continuing contract. The Company, AREBREBOXEAEETIE AHEIRE
Haikou Meilan and the Restructuring Administrator are negotiating ERARE  FEUESREERAR Lt
with the loan syndicate to waive the aforementioned events of default. BHEHNSENR R BHEEGEER
Management is of the view that the application of the Syndicated TARM BB ES AR ET B8
Loan Agreement as continuing contract can be approved by the court MEEEEASHEELMRI - UL ER
and the HNA Group Substantial Consolidated Restructuring can be F ERERCEREERARHAREHR
completed. Based on this preassumption, management is of the view TR ERBEEHEE  TEERAQREERE
that the loan syndicate will grant the waiver of the events of default BOEHERNMMEBERHRBARE
and will not require the Company to settle the balance of the Syndicate 32487 LA GERAQAIRAEED
Loan drawn down by Haikou Meilan of RMB3.24 billion or early repay RONBEERHBARE194ET - I
the balance of the Syndicate Loan drawn down by the Company of HBREEBIZRIBEE KA B4 E ZERE
RMB1.94 billion and will continue to grant the remaining facility of the BB

Syndicate Loan according to the Syndicate Loan Agreement;

2) In respect of the Overdue Debt, the Company is negotiating with the 2) BT NEE - AR A BEFIRITEGR
bank and has obtained a letter of intent from the bank in March 2021, WA ER2021F3 A BERRBITERE
the bank is planning to extend the whole loan by entering into a new M ERERAREIHTSEUEMRIRE
long-term loan agreement with the Company. The new loan agreement T EIMZERTERNETEBRE
is subject to the final approval of the bank. Management is of the view RpFETALBERE  EXNEEHEY
that the loan can be renewed and extended under reasonable condition FEFRITHRKIE - BREHREER
and the Company can continuously fulfil the covenants during the LAE BM G EREFIRITHERIE -
extended loan period; WHEAEEEFERRNFERTSEG
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES AND ACCOUNTING ESTIMATES

(Continued)
Basis of preparation (Continued)

3) In respect of the payables to related parties, although the HNA Group
Substantial Consolidated Restructuring is in progress, the Company
has proposed a by-instalment repayment schedule to the Restructuring
Administrator. Management is of the view that HNA Group Substantial
Consolidated Restructuring will be successfully completed,
the repayment schedule can be approved by the Restructuring

Administrator and the related creditors’ meeting of HNA Group;

4) In respect of the Arbitration Case, the arbitration is in early stage as of
the date of these financial statements, the two parties are preparing
information for submission to arbitration center. The Company will raise
a strong defense. Management is of the view that the matters claimed
by the applicant will not be supported by the arbitration center and the

Company will not be required to pay the damage;

5) During the year, Haikou Meilan has obtained the funding from Hainan
Provincial Government sourced from the local government bonds
offering and paid the construction fee of the Company for the Phase
Il Construction Project amounting to approximately RMB100 million
which has been recognised as “other payables” of the Company (note
4(20)). Haikou Meilan and the Company continuously discussed with
Hainan Provincial Government about the continuous sources of funding
for the Phase Il Expansion Project. Management is of the view that the
Company can obtain continuous fundings to finance the construction
of the Phase Il Expansion Project. As of the date of these financial
statements, the construction of the Phase Il Expansion Project is in
good progress, management anticipate the Phase Il Expansion Project
will be completed and put into use in the year ending 31 December

2021; and

6) Although being affected by Covid-19 epidemic, the airport operation
businesses of the Group have achieved a stable growth in the second
half of 2020. Management estimated the Group's airport operation
businesses in 2021 will continue to grow by comparing the year of
2020, recover to the level before the epidemic and generate stable net

operating cash inflow.
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 /&
(All amounts in RMB Yuan unless otherwise stated) (B % BIsL855) - 2 BB E 7 BN RET)

SUMMARY OF SIGNIFICANT ACCOUNTING = FEErBEME{Estw@
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

Basis of preparation (Continued) (1) MBEHBRNFERER(E)

The Board has reviewed the Group's cash flow forecast for the 12 months AR EREEHEEBRENAEERSRE

from the date of these financial statements prepared by the management FER - HREHEEAEREAN BRI RL B

of the Company. The Board is of the view that the Group will have sufficient BAVRI2EANESEME - RRRESRAELE

working capital to meet its financial obligations as and when they fall due E S RESERS RN EIEE S MEVE RIR AR

within the next 12 months from 31 December 2020. Accordingly, the Board is AREBR2020F12A318 %12 A Nse 5 E

of view that it is appropriate to prepare these financial statements on a going BEAMERS - At - AARESSRAKARE

concern basis. CEEMREAERNARMBEREREEEN -

Notwithstanding, significant uncertainty exists as to whether the Group is BEM - AEBETEEEMEE Ll RIE

able to achieve its plans and measures as described above. Whether the HINFEEATEEAR - AEEEGHELSE

Group will be able to continue as a going concern would depend upon the BURR -

following:

1) Whether the Syndicated Loan Agreement will be approved by the 1) SREERARESHEILEREEREITAR
court as a continuing contract and whether the HNA Group Substantial NREMEEEESMHERELRKI &
Consolidated Restructuring can be successfully completed. Based HEM - ARRIREGKIEBGEEER
on this preassumption, whether the Company can obtain the loan ARBBEENSENEN R LT BEGR
syndicate’s waiver in respect of the aforementioned events of default EEFRARBETEERAARRAEEE
and then the Company is not required to early repay the balance of ROKIREERHEARE194ETTRE
the Syndicate Loan drawn down by the Company of RMB1.94 billion BEOXHERIMNEEERRBARKE
or settle the balance of the Syndicate Loan drawn down by Haikou 32.4ETL WRBEHEZRIEEERAR
Meilan of RMB3.24 billion and the loan syndicate will continue to grant HEEMFIBREN

the remaining facility of the Syndicate Loan according to the Syndicate
Loan Agreement;

2) In respect of the Overdue Debt, whether the bank will approve the 2) WMAINEEG EFESRBERBE
extension of the loan by entering into a new long-term loan contract TR BAEBN 2 G EBERIRITH
and whether the Company can continuously fulfil the loan covenants o BARRIREGEEETFEHANGFE
during the extended loan period; RS EERAE

3) In respect of the payables to related parties, whether the Company’s 3 AARIREAENBEE S RES HEE
proposed repayment schedule can be approved by the Restructuring TS EREEARSTRERSS
Administrator and the related creditors’ meeting of HNA Group; MEEABAEEASHALE

—EoTEEH . sEEMBEREEREERAT 210



NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated) (B % it 855 - £ A&z BA RKT)

2 SUMMARY OF SIGNIFICANT ACCOUNTING =
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

Basis of preparation (Continued)
4) In respect of the Arbitration Case, whether the Company will not be
required to pay the damage as claimed by the applicant;

5) Whether the Company can continue to obtain fundings to finance
the construction of the Phase |l Expansion Project and settle the
construction fee payables, and whether the project will be completed
and put into use according to the schedule; and

6) Whether the Group's airport operation businesses will continue to
grow according to the management'’s forecast and generate stable net
operating cash inflow.

Should the Group be unable to operate as a going concern, adjustments
would have to be made to reduce the carrying values of the Group’s assets
to their recoverable amounts, to provide for further liabilities which might
arise, and to reclassify non-current assets and non-current liabilities as current
assets and current liabilities, respectively. The effect of these adjustments
has not been reflected in these financial statements.

(2) Statement of compliance with the Accounting (2)
Standards for Business Enterprises
The financial statements of the Company for the year ended 31 December
2020 are in compliance with the Accounting Standards for Business
Enterprises, and truly and completely present the consolidated and the
Company’s financial position of the Company as at 31 December 2020 and
their financial performance, cash flows and other information for the year
then ended.

(3) Accounting year (3)
The Company's accounting year starts on 1 January and ends on 31
December.

(4) Recording currency (4)

The Company's recording currency is Renminbi (RMB). Subsidiaries of
the Company determine their recording currencies according to the major
economic environment in which they operate. The financial statements are
presented in RMB.
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(5)
(a)

NOTES TO THE FINANCIAL STATEMENTS

B 75 R 5% B

For the year ended 31 December 2020 20204 /&

(All amounts in RMB Yuan unless otherwise stated) (B % BIsL855) - 2 BB E 7 BN RET)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)
Business combinations
Business combinations involving enterprises under

common control

The consideration paid and net assets obtained by the Group in a business
combination are measured at the carrying amount. If the combined party is
acquired from a third party by the ultimate controlling party in a prior year,
the consideration paid and net assets obtained by the combining party are
measured based on the carrying amounts of the combined party’s assets and
liabilities (including the goodwill arising from the acquisition of the combined
party by the ultimate controlling party) presented in the consolidated financial
statements of the ultimate controlling party. The difference between the
carrying amount of the net assets obtained from the combination and the
carrying amount of the consideration paid for the combination is treated
as an adjustment to capital surplus (share premium). If the capital surplus
(share premium) is not sufficient to absorb the difference, the remaining
balance is adjusted against retained earnings. Costs directly attributable to
the combination are included in profit or loss in the period in which they are
incurred.

Business combinations involving enterprises not under

common control

The cost of combination and identifiable net assets obtained by the Group
in a business combination are measured at fair value at the acquisition date.
Where the cost of the combination exceeds the acquirer’s interest in the fair
value of the acquiree’s identifiable net assets, the difference is recognised as
goodwill; where the cost of combination is lower than the acquirer’s interest
in the fair value of the acquiree’s identifiable net assets, the difference is
recognised in profit or loss for the current period. Costs directly attributable to
the combination are included in profit or loss in the period in which they are
incurred.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

Preparation of consolidated financial statements
The consolidated financial statements comprise the financial statements of
the Company and all of its subsidiaries.

Subsidiaries are consolidated from the date on which the Group obtains
control and are de-consolidated from the date that such control ceases. For
a subsidiary that is acquired in a business combination involving enterprises
under common control, it is included in the consolidated financial statements
from the date when it, together with the Company, comes under common
control of the ultimate controlling party. The portion of the net profits realised
before the combination date is presented separately in the consolidated
income statement.

In preparing the consolidated financial statements, where the accounting
policies and the accounting periods of the Company and subsidiaries are
inconsistent, the financial statements of the subsidiaries are adjusted in
accordance with the accounting policies and the accounting period of the
Company. For subsidiaries acquired from business combinations involving
enterprises not under common control, the individual financial statements of
the subsidiaries are adjusted based on the fair value of the identifiable net
assets at the acquisition date.

All significant intra-group balances, transactions and unrealised profits are
eliminated in the consolidated financial statements. The portion of subsidiaries’
shareholders’ equity and the portion of subsidiaries’ net profits and losses
and comprehensive income for the period not attributable to the Company are
recognised as minority interests, net profit attributed to minority interests and
total comprehensive income attributed to minority interests, and presented
separately in the consolidated financial statements under shareholders’
equity, net profits and total comprehensive income respectively. Where
the loss for the current period attributable to the minority shareholders of
the subsidiaries exceeds the share of the minority interests in the opening
balance of equity, the excess is deducted against minority interests.
Unrealised profits and losses resulting from the sale of assets by the
Company to its subsidiaries are fully eliminated against net profit attributable
to shareholders of the parent. Unrealised profits and losses resulting from the
sale of assets by a subsidiary to the Company are eliminated and allocated
between net profit attributable to shareholders of the parent and net profit
attributed to minority interests in accordance with the allocation proportion
of the parent in the subsidiary. Unrealised profits and losses resulting from
the sale of assets by one subsidiary to another are eliminated and allocated
between net profit attributable to shareholders of the parent and net profit
attributed to minority interests in accordance with the allocation proportion of
the parent in the subsidiary.
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NOTES TO THE FINANCIAL STATEMENTS

B 75 R 5% B

For the year ended 31 December 2020 20204 /&

(All amounts in RMB Yuan unless otherwise stated) (B % BIsL855) - 2 BB E 7 BN RET)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)
Preparation of consolidated financial statements

(Continued)

If the accounting treatment of a transaction is inconsistent in the financial
statements at the Group level and at the Company or its subsidiary level,
adjustment will be made from the perspective of the Group.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, deposits that can be
readily drawn on demand, and short-term and highly liquid investments that
are readily convertible to known amounts of cash and which are subject to an
insignificant risk of changes in value.

Foreign currency translation
Foreign currency transactions are translated into recording currency using the
exchange rates prevailing at the dates of the transactions.

At the balance sheet date, monetary items denominated in foreign currencies
are translated into recording currency using the spot exchange rates on the
balance sheet date. Exchange differences arising from these translations are
recognised in profit or loss for the current period, except for those attributable
to foreign currency borrowings that have been taken out specifically for
acquisition or construction of qualifying assets, which are capitalised as part
of the cost of those assets. Non-monetary items denominated in foreign
currencies that are measured at historical costs are translated at the balance
sheet date using the spot exchange rates at the date of the transactions. The
effect of exchange rate changes on cash is presented separately in the cash
flow statement.

Financial instruments

Financial assets

Classification and measurement

Based on the business model for managing the financial assets and the
contractual cash flow characteristics of the financial assets, financial assets
are classified as: (1) financial assets at amortised cost; (2) financial assets
at fair value through other comprehensive income; (3) financial assets at fair
value through profit or loss. The Group's financial assets are mainly measured
at amortised cost.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Classification and measurement (Continued)

The financial assets are measured at fair value at initial recognition. Related
transaction costs that are attributable to the acquisition of the financial assets
are included in the initially recognised amounts, except for the financial assets
at fair value through profit or loss, the related transaction costs of which are
recognised directly in profit or loss for the current period. Accounts receivable
or notes receivable arising from sales of products or rendering of services
(excluding or without regard to significant financing components) are initially
recognised at the consideration that is entitled to be charged by the Group as
expected.

Debt instruments

The debt instruments held by the Group refer to the instruments that are
consistent with the definition of financial liabilities from the perspective of
the issuer, and the financial instruments currently held by the Group are
measured at amortised cost.

Measured at amortised cost:

The objective of the Group's business model is to hold the financial
assets to collect the contractual cash flows, and the contractual cash flow
characteristics are consistent with a basic lending arrangement, which gives
rise on specified dates to the contractual cash flows that are solely payments
of principal and interest on the principal amount outstanding. The interest
income of such financial assets is recognised using the effective interest
method. The financial assets include cash at bank and on hand, accounts
receivable and other receivables.

Impairment
The Group confirms the loss provision based on expected credit losses for
financial assets measured at amortised cost.

Giving consideration to reasonable and supportable information on past
events, current conditions and forecasts of future economic conditions, as
well as the default risk weight, the Group recognises the expected credit
loss (“ECL") as the probability-weighted amount of the present value of the
difference between the cash flows receivable from the contract and the cash
flows expected to collect.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2020 20204 /&
(All amounts in RMB Yuan unless otherwise stated) (B % BIsL855) - 2 BB E 7 BN RET)

2 SUMMARY OF SIGNIFICANT ACCOUNTING = ESHHENEFTHstw

POLICIES AND ACCOUNTING ESTIMATES

(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment (Continued)

As at each balance sheet date, the ECL of financial instruments at different
stages are measured respectively. 12-month ECL provision is recognised for
financial instruments in Stage 1 that have not had a significant increase in
credit risk since initial recognition; lifetime ECL provision is recognised for
financial instruments in Stage 2 that have had a significant increase in credit
risk yet without credit impairment since initial recognition; and lifetime ECL
provision is recognised for financial instruments in Stage 3 that have had
credit impairment since initial recognition.

For the financial instruments with lower credit risk on the balance sheet date,
the Group assumes there is no significant increase in credit risk since initial
recognition and recognises the 12-month ECL provision.

For the financial instruments in Stage 1, Stage 2 and with lower credit risk,
the Group calculates the interest income by applying the effective interest
rate to the gross carrying amount (before deduction of the impairment
provision). For the financial instrument in Stage 3, the interest income is
calculated by applying the effective interest rate to the amortised cost (after
deduction of the impairment provision from the gross carrying amount).

For accounts receivable, regardless of whether there exists the significant
financing component, the Group measures the loss provision according to
the lifetime ECL. For lease receivable, the Group measures the loss provision
according to the lifetime ECL.

In case the ECL of an individually assessed financial asset cannot be

evaluated with reasonable cost, the Group divides the receivables into certain

groupings based on credit risk characteristics, and calculates the ECL for the

groupings. Basis for determining groupings is as follows:

Grouping Basis for grouping

Grouping of income receivable from Nature of receivables
aeronautical/non-aeronautical
services

Grouping of receivables from

related parties
Grouping of deposits and guarantees Receivables with lower credit risk

Nature of related units

Grouping of others Receivables except for those

mentioned above
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment (Continued)

Based on the exposure at default and the lifetime ECL rate, the Group
calculates the ECL of accounts receivable that are classified into groupings
with consideration to historical credit losses experience, current conditions
and forecasts of future economic conditions.

The Group, on the basis of the exposure at default and the 12-month/lifetime
ECL rate, calculates the ECL of other receivables that are classified into
groupings with consideration to historical credit losses experience, current
conditions and forecasts of future economic conditions.

The Group recognises the loss provision made or reversed into profit or loss
for the current period.

Derecognition

A financial asset is derecognised when: (i) the contractual rights to the
cash flows from the financial asset expire, (i) the financial asset has been
transferred and the Group transfers substantially all the risks and rewards of
ownership of the financial asset to the transferee, or (iii) the financial asset
has been transferred and the Group has not retained control of the financial
asset, although the Group neither transfers nor retains substantially all the
risks and rewards of ownership of the financial asset.

Financial liabilities
Financial liabilities are classified as financial liabilities at amortised cost and
financial liabilities at fair value through profit or loss at initial recognition.

The financial liabilities of the Group mainly are financial liabilities measured
at amortised cost, including accounts payable, other payables, short-term
borrowings, syndicated loan, long-term payables, etc. Such financial liabilities
are initially recognised at fair value, net of transaction costs incurred, and
subsequently measured using the effective interest method. Financial
liabilities that are due within one year (inclusive) are classified as current
liabilities; those with maturities over one year but are due within one year
(inclusive) as from the balance sheet date are classified as current portion of
non-current liabilities. Others are classified as non-current liabilities.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(9) Financial instruments (Continued)

(b) Financial liabilities (Continued)
A financial liability is derecognised or partly derecognised when the underlying
present obligation is discharged or partly discharged. The difference between
the carrying amount of the derecognised part of the financial liability and the
consideration paid is recognised in profit or loss for the current period.

(10) Inventories

(a) Classification
Inventories include food and spare parts, etc., and are measured at the lower
of cost and net realisable value.

(b) Costing of inventories
Cost is determined using first in first out method when issued.

(c) Basis for determining net realisable values of inventories
and method for making provision for decline in the value

of inventories

Provision for decline in the value of inventories is determined at the excess
amount of the carrying amounts of the inventories over their net realisable
value. Net realisable value is determined based on the estimated selling price
in the ordinary course of business, less the estimated costs necessary to
make the sale and related taxes.

(d)  The Group adopts the perpetual inventory system.

(11) Long-term equity investments
Long-term equity investments comprise the Company’s long-term equity
investments in its subsidiaries and the Group’s long-term equity investments
in its associates.

Subsidiaries are the investees over which the Company is able to exercise
control. An associate is the investee over which the Group has significant
influence by participating in the financial and operating policy decisions.

Investments in subsidiaries are presented in the Company’s financial
statements using the cost method, and are adjusted by using the equity
method when preparing the consolidated financial statements. Investments
in associates are accounted for using the equity method.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(11) Long-term equity investments (Continued)

(a)

224

Determination of investment cost
For long-term equity investment acquired by payment in cash, the initial
investment cost shall be the purchase price actually paid.

Subsequent measurement and recognition of profit or loss
Long-term equity investments accounted for using the cost method are
measured at initial investment cost. Cash dividend or profit distribution
declared by the investees is recognised as investment income in profit or loss
for the current period.

For long-term equity investments that are accounted for using the equity
method, where the initial investment cost exceeds the Group’s share of the
fair value of the investee's identifiable net assets at the time of acquisition,
the investment is initially measured at that cost. Where the initial investment
cost is less than the Group's share of the fair value of the investee's
identifiable net assets at the time of acquisition, the difference is included
in profit or loss for the current period and the cost of the long-term equity
investment is adjusted upwards accordingly.

Under the equity method, the Group recognises the investment income
according to its share of net profit or loss of the investee. The Group does not
recognise further losses when the carrying amounts of the long-term equity
investment together with any long-term interests that, in substance, form part
of the Group's net investment in investees are reduced to zero. However, if
the Group has obligations for additional losses and the criteria with respect to
recognition of provisions are satisfied, the Group continues recognising the
investment losses and the provisions at the amount it expects to undertake.
The Group's share of the changes in investee's owner's equity other than
those arising from the net profit or loss, other comprehensive income and
profit distribution is recognised in capital surplus with a corresponding
adjustment to the carrying amounts of the long-term equity investment. The
carrying amount of the investment is reduced by the Group’s share of the
profit distribution or cash dividends declared by the investees. The unrealised
profits or losses arising from the transaction between the Group and its
investees are eliminated in proportion to the Group’s equity interest in the
investees, based on which the investment gain or losses are recognised.
Any losses resulting from transactions between the Group and its investees,
which are attributable to asset impairment losses are not eliminated.
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NOTES TO THE FINANCIAL STATEMENTS

(All amounts in RMB Yuan unless otherwise stated) (B % 5L 855)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(11) Long-term equity investments (Continued)

(c)

Basis for determining existence of control and significant

influence over investees

Control refers to the power over the investee, exposure, or rights, to variable
returns from involvement with the investee, and the ability to use its power
over the investee to affect the amount of the investor’s returns.

Significant influence is the power to participate in making the decisions on
financial and operating policies of the investee, but is not control or joint
control over making those policies.

Impairment of long-term equity investments

For the long-term equity investment in the subsidiary and associated
enterprises, when its recoverable amount is less than its carrying amount, the
carrying amount is reduced to the recoverable amount (Note 2(18)).

(12) Investment properties

Investment properties, including land use rights that have already been
leased out, buildings that are held for the purpose of leasing and buildings
that are being constructed or developed for future use for leasing, are
measured initially at cost. Subsequent expenditures incurred in relation to an
investment property are included in the cost of the investment property when
it is probable that the associated economic benefits will flow to the Group
and their costs can be reliably measured; otherwise, the expenditures are
recognised in profit or loss for the period in which they are incurred.

The Group adopts the cost model for subsequent measurement of
investment properties. Buildings and land use rights are depreciated or
amortised to their estimated net residual values over their estimated useful
lives. The estimated useful lives, the estimated net residual values that are
expressed as a percentage of cost and the annual depreciation (amortisation)
rates of investment properties are as follows:

(11)

(c)

YAT X =3
B 1% o 2% Y 5
For the year ended 31 December 2020 20204 /&
F 2HEELRBARKET)

FTEESTHBERMNEF AT @

REBERE®
EEE}:WH BB}

EHMKRE
ZHIREHEAHRREEMNES - BB ERK
Txé“??ﬁ’]*ﬁﬁ%é@)ﬁﬁ¥ﬁ—l '''''' O ¥R Iﬂﬁabﬁ
ERYRRETNENTEERRSHE

BEAEEFREARY

EAFEREHRREEUNOMBENEERKE
/,\/9% REOMES) - (BT EeStRhIskE B EA TS
HRIPEHE LB BIE

RABRERERE
W ARMBERENRBARERE - FHAR
B & FEN HREEES - BEEEREE TR
EeBHE=(8) -

(12) REMFEHE

REMFHEREE HEM T EBEMA LA
75 B R EY AR EARERFAERRT A
MRHHENZEY - ARANETORETE - BRE
HEHERBNRE L - ERBNRERNZRR

FREMARER B B B ANBE SR SERN AT B R - 5
ABRBEFHERSE Bl REERFAZH

B e

ZKEI%Tﬁﬁ*ﬁ‘&;é’I"_*L/%iméﬂﬁlﬁkzli*ﬁfﬁﬁ%:
Bt E - RABRHERSS FREZHEEY
%Ditﬂﬁﬁﬁ%%ﬂmﬁéiﬁfﬂéﬁﬁ REEFH
ENEHERASES  FRERRENE@H X
SR

Estimated Estimated net Annual depreciation/

useful lives residual values (amortisation) rates

EEERASS FERERER FINE@E =

Buildings 32 years 3% 3.03%
EERZEEY 32%F

Land use rights 47 years - 2.13%
b fsE FAAE 47%F

—E-TEER . SEEMEREARGARAT 22D



NOTES TO THE FINANCIAL STATEMENTS

B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated) (B % it 855 - £ A&z BA RKT)

2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(12) Investment properties (Continued)

The estimated useful life and the estimated net residual value of an
investment property and the depreciation (amortisation) method applied to
the property are reviewed, and adjusted as appropriate at each year-end.

The carrying amount of an investment property is reduced to the recoverable
amount if the recoverable amount is below the carrying amount (Note 2(18)).

An investment property is derecognised on disposal or when the investment
property is permanently withdrawn from use and no future economic benefits
are expected from its disposal. The net amount of proceeds from sale,
transfer, retirement or damage of an investment property after its carrying
amount and related taxes and expenses is recognised in profit or loss for the
current period

(13) Fixed assets

(a)

226

Recognition and initial measurement of fixed assets
Fixed assets comprise buildings, machinery and equipment, motor vehicles,
office equipment and others.

Fixed assets are recognised when it is probable that the related economic
benefits will flow to the Group and the cost can be reliably measured. Fixed
assets purchased or constructed by the Group are initially measured at cost
at the time of acquisition.

Subsequent expenditures incurred for a fixed asset are included in the cost of
the fixed asset when it is probable that the associated economic benefits will
flow to the Group and the related cost can be reliably measured. The carrying
amount of the replaced part is derecognised. All the other subsequent
expenditures are recognised in profit or loss for the period in which they are
incurred.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(13) Fixed assets (Continued)

(b)

(c)

FESHBREMNS T EETw

(13) BEEE @

A fixed asset is derecognised on disposal or when no future economic
benefits are expected from its use or disposal. The amount of proceeds from
disposals on sale, transfer, retirement or damage of a fixed asset net of its
carrying amount and related taxes and expenses is recognised in profit or loss
for the current period.

Depreciation methods of fixed assets (b) BEEEEMITERE
Fixed assets are depreciated using the straight-line method to allocate the B EENERAFRIEEENIREAREER
cost of the assets to their estimated net residual values over their estimated RIEFNFEEREEHMEASHANE - HitiR
useful lives. For the fixed assets that have been provided for impairment loss, TREEENETEEE - BITEARREARZIOBRR
the related depreciation charge is prospectively determined based upon the B2EF & ) BRE B (B RAKIR & 7] (5 B F IR AEE 4T
adjusted carrying amounts over their remaining useful lives. =%
The estimated useful lives, the estimated net residual values expressed as ETEEMTE FERSD  FREERRFFEER
a percentage of cost and the annual depreciation rates of fixed assets are as BIRAATE -
follows:
Estimated Estimated Annual
useful lives net residual values depreciation rates
B ERASS R ERER FHER
Buildings 15-40 years 3% 6.5% —2.4%
BENEEY 15-40%F
Machinery and equipment 14 years 3% 6.9%
ek B 144
Motor vehicles 10 years 3% 9.7%
EHTA 105
Office equipment and others 6-15 years 3% 16.2% —6.5%
WA R EAD 6-15%
The estimated useful life and the estimated net residual value of a fixed asset HETEENHEERASS  BiOFEENNE
and the depreciation method applied to the asset are reviewed, and adjusted FERBFFERTETBERUIEEE AR -
as appropriate at each year-end.
The carrying amount of a fixed asset is reduced to the recoverable amount  (c) &EEBEEEEMNAIKEILERNEETEER @ &
when the recoverable amount is below the carrying amount (Note 2(18)). AEERLETKRESEFHFE=(18) °
Disposal of fixed assets (d) BEEEENEE
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BEEAKENGR  RUIAZETEE - BE
BELE  HE WEIFENEEWANGRE
REEEMERRE RS EIT AEHES

—EoTEAR . SEEMAREERGERAT 22/



NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated) (B % Bl 855 - & BE 8T BA R KT)

228

2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(14) Construction in progress

Construction in progress is measured at actual cost. Actual cost comprises
construction costs, installation costs, borrowing costs that are eligible for
capitalisation and other costs necessary to bring the construction in progress
ready for its intended use, including expenditures on engineering design,
supervision and cost consulting. Construction in progress is transferred
to fixed assets when the assets are ready for their intended use, and
depreciation is charged starting from the following month. The carrying
amount of construction in progress is reduced to the recoverable amount
when the recoverable amount is below its carrying amount (Note 2(18)).

(15) Borrowing costs

The borrowing costs that are directly attributable to acquisition and
construction of an asset that needs a substantially long period of time for its
intended use commence to be capitalised and recorded as part of the cost of
the asset when expenditures for the asset and borrowing costs have been
incurred, and the activities relating to the acquisition and construction that are
necessary to prepare the asset for its intended use have commenced. The
capitalisation of borrowing costs ceases when the asset under acquisition
or construction becomes ready for its intended use and the borrowing costs
incurred thereafter are recognised in profit or loss for the current period.
Capitalisation of borrowing costs is suspended during periods in which the
acquisition or construction of an asset is interrupted abnormally and the
interruption lasts for more than 3 months, until the acquisition or construction
is resumed.

For the specific borrowings obtained for the acquisition or construction of a
fixed asset qualifying for capitalisation, the amount of borrowing costs eligible
for capitalisation is determined by deducting any interest income earned from
depositing the unused specific borrowings in the banks or any investment
income arising on the temporary investment of those borrowings during the
capitalisation period.

For the general borrowings obtained for the acquisition and construction of a
fixed asset qualifying for capitalisation, the capitalised amount of the general
borrowings is determined by applying the weighted average effective interest
rate of general borrowings, to the weighted average of the excess amount of
cumulative expenditures on the asset over the amount of specific borrowings.
The effective interest rate is the interest rate at which the estimated future
cash flows during the period remaining deposit period or a shorter applicable
period are discounted into the initial recognised amount of the borrowings.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(16) Intangible assets

Intangible assets include land use rights and are measured at cost. Land use
rights are amortised on the straight-line basis over their average approved use
period.

For an intangible asset with a finite useful life, review of its useful life and
amortisation method is performed at each year-end, with adjustment made
as appropriate.

The carrying amount of intangible assets is reduced to the recoverable
amount when the recoverable amount is below the carrying amount (Note
2(18)).

(17) Long-term prepaid expenses

Long-term prepaid expenses include the expenditure for improvements to
fixed assets held under operating leases, and other expenditures that have
been incurred but should be recognised as expenses over more than one
year in the current and subsequent periods. Long-term prepaid expenses are
amortised on the straight-line basis over the expected beneficial period and
are presented at actual expenditure net of accumulated amortisation.

(18) Impairment of long-term assets

Fixed assets, construction in progress, right-of-use assets, intangible
assets with finite useful lives, investment properties and long-term equity
investments in subsidiaries and associates are tested for impairment if there
is any indication that the assets may be impaired at the balance sheet date.
If the result of the impairment test indicates that the recoverable amount of
an asset is less than its carrying amount, a provision for impairment and an
impairment loss are 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 the present value of the
future cash flows expected to be derived from the asset. Provision for asset
impairment is determined and recognised on the individual asset basis. If it
is not possible to estimate the recoverable amount of an individual asset,
the recoverable amount of a group of assets to which the asset belongs is
determined. A group of assets is the smallest group of assets that is able to
generate independent cash inflows.

Once the above asset impairment loss is recognised, it will not be reversed
for the value recovered in the subsequent periods.
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SUMMARY OF SIGNIFICANT ACCOUNTING
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(Continued)

(19) Employee benefits

230

Employee benefits refer to all forms of consideration or compensation
given by the Group in exchange for service rendered by employees or for
termination of employment relationship, which include short-term employee
benefits, post-employment benefits, termination benefits and other long-term
employee benefits.

Short-term employee benefits

Short-term employee benefits include wages or salaries, bonus, allowances
and subsidies, staff welfare, premiums or contributions on medical insurance,
work injury insurance, maternity insurance, housing funds, union running
costs and employee education costs, short-term paid absences, etc. The
short-term employee benefits actually occurred are recognised as a liability
in the accounting period in which the service is rendered by the employees,
with a corresponding charge to the profit or loss for the current period or the
cost of relevant assets. Non-monetary benefits are measured at fair value.

Post-employment benefits

The Group classifies post-employment benefit plans as either defined
contribution plans or defined benefit plans. Defined contribution plans
are post-employment benefit plans under which the Group pays fixed
contributions into a separate fund and will have no obligation to pay further
contributions; and defined benefit plans are post-employment benefit plans
other than defined contribution plans. During the reporting period, the Group's
post-employment benefits mainly include the premiums or contributions
on basic pensions and unemployment insurance, both of which belong to
defined contribution plans.

Basic pensions

The Group’s employees participate in the basic pension plan set up and
administered by local authorities of Ministry of Human Resource and
Social Security. Monthly payments of premiums on the basic pensions are
calculated according to the bases and percentage prescribed by the relevant
local authorities. When employees retire, the relevant local authorities are
obliged to pay the basic pensions to them. The amounts based on the above
calculations are recognised as liabilities in the accounting period in which the
service has been rendered by the employees, with a corresponding charge to
the profit or loss for the current period or the cost of relevant assets.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(19) Employee benefits (Continued)

(c)

Termination benefits

The Group provides compensation for terminating the employment
relationship with employees before the end of the employment contracts or
as an offer to encourage employees to accept voluntary redundancy before
the end of the employment contracts. The Group recognises a liability arising
from compensation for termination of the employment relationship with
employees, with a corresponding charge to profit or loss for the current
period at the earlier of the following dates: 1) when the Group cannot
unilaterally withdraw an employment termination plan or a curtailment
proposal; 2) when the Group recognises costs or expenses for a restructuring
that involves the payment of termination benefits.

Early retirement benefits

The Group offers early retirement benefits to those employees who accept
early retirement arrangements. The early retirement benefits refer to the
salaries and social security contributions to be paid to and for the employees
who accept voluntary retirement before the normal retirement date
prescribed by the State, as approved by the management. The Group pays
early retirement benefits to those early retired employees from the early
retirement date until the normal retirement date. The Group accounts for the
early retirement benefits in accordance with the treatment for termination
benefits, in which the salaries and social security contributions to be paid
to and for the early retired employees from the off-duty date to the normal
retirement date are recognised as liabilities with a corresponding charge
to the profit or loss for the current period. The differences arising from the
changes in the respective actuarial assumptions of the early retirement
benefits and the adjustments of benefit standards are recognised in profit or
loss in the period in which they occur.

The termination benefits expected to be settled within one year since the
balance sheet date are classified as current liabilities.

(20) Dividend distribution

Cash dividend is recognised as liability for the period in which the dividend is
approved by the shareholders’ meeting.

FESHBREMNS T EETw

(19) B T M @
(c)

BREAR
AREBERTSE S FZHZ AR EB TS
BEE  HEATBB T AREZERME LG
THE - EAKE LR MR E RSB E
STEISERUE R B MR B8 K S A BHR AR A By
EHAERNKABARMEARNTH - ERREEK
BB THSHEEG THEMNEENRE R
FTAEHEE -

WIRER

AEBEREZABERRHFOR TRHENER
Mo MRENEE  MAEIBERRENRKE
B BAKEEIRELE SRR TIEREAIAR
IXNHIERREAROTERBES - £E
EBAMERARZHFIGZ ARERTEIERR
RERIE - MR TXNAIGRERH - Wi
WERBH - AEBLRERENETEERE -
EMEBRBINABERGNR  BERIEL
MRS B 2 ERRK B BREE NIRRT
TEMSAOHERRES  BHRARABE  —K
HETAE RS - REBANBERRE(LRE
MREABS M ZRNBE AR AT HIEA -

BHEEEABRAL - FAFTINNEERS
Ao RARBAIE -

(20) B F 2 B

FF

s

ReRFRBRASHAENED  BRAREME -

o SHEMEREERGARLA 23]



NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated) (B % Bl 855 - & BE 8T BA R KT)

2 SUMMARY OF SIGNIFICANT ACCOUNTING = FEeiFEMNEiH{titw

237

POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(21) Accrued liabilities

Accrued liabilities are recognised when the fulfillment of the current obligation
result from circumstances including litigation and defective contracts is very
likely leading to the outflow of financial benefit and the amount of which can
be reliably measured.

The accrued liabilities shall be initially measured in accordance with the
best estimate of the necessary expenses for the performance of the
current obligation and take the risk, uncertainty and the currency time value
relating to contingencies into overall consideration. Where the currency
time value significantly matters, the best estimate is determined based on
the discounting future cash outflow; the increased book value of accrued
liabilities generated from discounting as time passed is recognised as interest
expense.

On balance sheet date, the book value of accused liabilities should be
reviewed and adjusted accordingly to reflect the current best estimate.

The Group's provision for Joint Repayment Commitment and financial
guarantee loss recognised on the basis of expected credit loss is disclosured
as accrued liabilities.

The accrued liabilities expected to be paid within one year from balance sheet
date is disclosured as current liabilities.

(22) Revenue

The Group recognises revenue based on the amount of consideration that
it is expected to receive when the customer obtains control of the relevant
goods or services.

When the Group has transferred the goods or services to the customer or
recognises revenue according to the completion stage of the service, the
part of unconditional collection right obtained is recognised as accounts
receivable, and losses provision for accounts receivable shall be recognised
on the basis of expected credit losses (Note 2(9)); if the obligation of transfer
of the goods or services to the customer arising from the consideration
received or receivable from the customer exceeds the completed service,
the excess will be recognised as the contract liability. Contract assets and
contract liabilities under the same contract are presented on a net basis.
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NOTES TO THE FINANCIAL STATEMENTS

(All amounts in RMB Yuan unless otherwise stated) (B % 5L 855)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(22) Revenue (Continued)

(a)

(c)

Contract costs include contract performance costs and contract acquisition
costs. The costs incurred by the Group for the provision of services are
recognised as contract performance costs. The recognised revenue is
carried forward to the cost of the main operations based on the completion
stage. The incremental costs incurred by the Group for the acquisition of
service contract are recognised as the contract acquisition costs. For the
contract acquisition costs with the amortisation period of less than one year,
it is included in the current profit and loss when it occurs; For the contract
acquisition costs with the amortisation period of more than one year, the
Group recognises it into profit or loss pursuant to the based amortisation that
is relevant to the service income under the related contract. If the carrying
amount of the contract costs is higher than the remaining consideration
expected to be obtained by rendering of the service net of the estimated
cost to be incurred, the Group makes provision for impairment on the excess
portion and recognises it as asset impairment losses.

Aeronautical service income, such as passenger transit services, ground
services and charges related to aircraft take-off and landing, is recognised
when such services are provided.

Franchise income arises when the Company grants the right to certain
operators to operate retail, catering and advertising business in Haikou Meilan
Airport and charges them for franchise fee. The franchise fee is charged at
the higher of certain percentage of sales generated by franchisee or on a
specified minimum amount on a monthly basis and is recognised as franchise
income accordingly.

Freight and packaging income is recognised when such services are provided.

Hotel operating income includes room rentals, catering sales and charges for
other supporting services, which are recognised when goods are delivered or
services are provided.

Rental income is recognised on a straight-line basis over the lease term, and
VIP room income is recognised according to the agreed fixed rental.

Parking income is recognised by the charge rate of an hour or a day when the
customers using the parking lot.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(23) Government grants

Government grants refer to the monetary or non-monetary assets obtained by
the Group from the government, including tax return, financial subsidy, etc.

Government grants are recognised when the grants can be received and
the Group can comply with all attached conditions. If a government grant is
a monetary asset, it will be measured at the amount received or receivable.
If a government grant is a non-monetary asset, it will be measured at its fair
value. If it is unable to obtain its fair value reliably, it will be measured at its
nominal amount.

Government grants related to assets refer to government grants which
are obtained by the Group for the purposes of purchase, construction or
acquisition of the long-term assets. Government grants related to income
refer to the government grants other than those related to assets.

Government grants related to assets are either deducted against the carrying
amount of the assets, or recorded as deferred income and recognised in
profit or loss on a reasonable and systemic basis over the useful lives of the
assets. Government grants related to income that compensate the future
costs, expenses or losses are recorded as deferred income and recognised
in profit or loss, or deducted against related costs, expenses or losses in
reporting the related expenses; government grants related to income that
compensate the incurred costs, expenses or losses are recognised in profit or
loss, or deducted against related costs, expenses or losses directly in current
period. The Group applies the presentation method consistently to the similar
government grants in the financial statements.

Government grants that are related to ordinary activities are included in
operating profit, otherwise, they are recorded in non-operating income or
expenses.

(24) Deferred tax assets and deferred tax liabilities

Deferred tax assets and deferred tax liabilities are calculated and recognised
based on the differences arising between the tax bases of assets and
liabilities and their carrying amounts (temporary differences). Deferred tax
asset is recognised for the deductible losses that can be carried forward
to subsequent years for deduction of the taxable profit in accordance with
the tax laws. No deferred tax asset or deferred tax liability is recognised for
the temporary differences resulting from the initial recognition of assets
or liabilities due to a transaction other than a business combination, which
affects neither accounting profit nor taxable profit (or deductible loss). At
the balance sheet date, deferred tax assets and deferred tax liabilities are
measured at the tax rates that are expected to apply to the period when the
asset is realised or the liability is settled.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(24) Deferred tax assets and deferred tax liabilities

(Continued)

Deferred tax assets are only recognised for deductible temporary differences,
deductible losses and tax credits to the extent that it is probable that taxable
profit will be available in the future against which the deductible temporary
differences, deductible losses and tax credits can be utilised.

Deferred tax liabilities are recognised for temporary differences arising from
investments in subsidiaries and associates, except where the Group is able to
control the timing of reversal of the temporary difference, and it is probable
that the temporary difference will not reverse in the foreseeable future.
When it is probable that the temporary differences arising from investments
in subsidiaries and associates will be reversed in the foreseeable future
and that the taxable profit will be available in the future against which the
temporary differences can be utilised, the corresponding deferred tax assets
are recognised.

Deferred tax assets and liabilities that satisfy all of the following conditions,
are presented in the net value after offset:

. the deferred taxes are related to the same taxpayer within the Group

and the same taxation authority; and

. that taxpayer within the Group has a legally enforceable right to offset
current tax assets against current tax liabilities.

(25) Leases

A contract is, or contains, a lease if the contract conveys the right to
control the use of an identified asset for a period of time in exchange for
consideration.

The Group as the lessee

At the commencement date, the Group shall recognise the right-of-use asset
and measure the lease liability at the present value of the outstanding lease
payments. Lease payments include fixed payments, the exercise price of a
purchase option if the lessee is reasonably certain to exercise that option,
and payments of penalties for terminating the lease if the lessee exercises
an option to terminate the lease. Variable lease payments in proportion to
sales are excluded from lease payments and recognised in profit or loss as
incurred. Lease liabilities that are due within one year (inclusive) as from the
balance sheet date are included in the current portion of non-current liabilities.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(25) Leases (Continued)

The Group as the lessee (Continued

Right-of-use assets of the Group comprise the leased buildings, machinery
and equipment, motor vehicles, etc. Right-of-use assets are measured
initially at cost which comprises the amount of the initial measurement of
lease liabilities, any lease payments made at or before the commencement
date and any initial direct costs, less any lease incentives received. If there is
reasonable certainty that the Group will obtain ownership of the underlying
asset by the end of the lease term, the asset is depreciated over its remaining
useful life; otherwise the asset is depreciated over the shorter of the lease
term and its remaining useful life. The carrying amount of the right-of-use
asset is reduced to the recoverable amount when the recoverable amount is
below the carrying amount.

For short-term leases with a term of 12 months or less and leases of
an individual asset (when new) of low value, the Group may, instead
of recognising right-of-use assets and lease liabilities, include the lease
payments in the cost of the underlying assets or in the profit or loss for the
current period on a straight-line basis over the lease term.

The Group shall account for a lease modification as a separate lease if both: (1)
the modification increases the scope of the lease by adding the right to use
one or more underlying assets; (2) the consideration for the lease increases
by an amount commensurate with the stand-alone price for the increase in
scope and any appropriate adjustments to that stand-alone price to reflect the
circumstances of the contract.

For a lease modification that is not accounted for as a separate lease, the
Group shall redetermine the lease term at the effective date of the lease
modification, and remeasure the lease liability by discounting the revised
lease payments using a revised discount rate, except that the contract
changes directly resulting from COVID-19 are accounted for by applying the
practical expedient. For a lease modification which decreases the scope of the
lease or shortens the lease term, the Group decreases the carrying amount of
the right-of-use asset, and recognises in profit or loss any gain or loss relating
to the partial or full termination of the lease. For other leases which lead to
the remeasurement of lease liabilities, the Group correspondingly adjusts the
carrying amount of the right-of-use asset.

FTESFBERMEF 5

ik

#

(25) HE @

REBEAEEA @)
AEENEAREERERANEEREEY -
WRBHERERTAS - FRAREERBRAR
FMAE R ZRABEREaENIRITES
# HEHRKERZAEXNNAENRE
MAEEERS - TMKREKREINES U - &
EEEHA BTSN ERERSHEEEMN
Bl EHREEEFNSRERESNHRNE
EEAAEREHESNE RS TNREHEE
LEMAE MEHESHERSEEFSNERS
HRENEMHPAEHRITE - ETRESBIE
REEREEENEEEEY  AEEEHLEDE
ERTEATRE S5

HREERTER 1 2EANEMEENERE
EXFREERENEREEEEES  FEHE
BIERERAEEENEHESE  SHEEESX
HAEMEHARERBRBERETASHIER
KRR EEMA ©

HERALET ARG THIRFE - NEES
HER—REBHEETEERE - (W&HEE
SRR N —IARSZ AR EE ENE R
RTHERE : (2 MrHEREERERA
BOMEBERZZARBRAERNSEM

=y
=

EHEEE R EA - REBHEET SRR
B BR¥ETEM AR B ER S| ERA FEE KA
EIEN AEBEREET AR AEHEEMR
S8 WERRBEFTRNITREHEFTROBEN
BTG - BN EMEERAE  HERFE
BHEHE R SHEREER - NREERER
BEREEENREER  THBOKRLH TR
KIFHEMEBNSHIBRTA S M8 - Hits
HESFERHEAEENEN  AEERE
HREREEENREERS -

HAINAN MEILAN INTERNATIONAL AIRPORT COMPANY LIMITED e ANNUAL REPORT 2020



2

NOTES TO THE FINANCIAL STATEMENTS

B 75 R 5% B

For the year ended 31 December 2020 20204 /&

(All amounts in RMB Yuan unless otherwise stated) (B % BIsL855) - 2 BB E 7 BN RET)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(25) Leases (Continued)

(a)

The Group as the lessee (Continued)

For the rental waivers as a result of COVID-19 and for the period ended 30
June 2021 only, the Group applies the practical expedient and records the
undiscounted waivers in profit or loss when the agreement is reached to
dismiss the original payment obligation with corresponding adjustment of
lease liabilities.

The Group as the lessor

A lease is classified as a finance lease if it transfers substantially all the risks
and rewards incidental to ownership of an underlying asset. An operating
lease is a lease other than a finance lease.

For a lease modification, the Group accounts for it as a new lease from
the effective date of the modification, and considers any lease payments
received in advance and receivable relating to the lease before modification
as receivables of the new lease.

Operating leases

Where the Group leases out self-owned buildings, machinery and equipment,
and motor vehicles under operating leases, rental income therefrom is
recognised on a straight-line basis over the lease term. Variable rental that
is linked to a certain percentage of sales is recognised in rental income as
incurred.

(26) Segment information

The Group identifies operating segments based on the internal organisation
structure, management requirements and internal reporting system, and
discloses segment information of reportable segments which is determined
on the basis of operating segments.

An operating segment is a component of the Group that satisfies all of the
following conditions: (1) the component is able to earn revenues and incur
expenses from its ordinary activities; (2) whose operating results are regularly
reviewed by the Group’s management to make decisions about resources
to be allocated to the segment and to assess its performance, and (3) for
which the information on financial position, operating results and cash flows
is available to the Group. Two or more operating segments that have similar
economic characteristics and satisfy certain conditions can be aggregated
into one single operating segment.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(27) Critical accounting estimates and judgements

(a)

(i)

(i)

238

The Group continually evaluates the critical accounting estimates and
key judgements applied based on historical experience and other factors,
including expectations of future events that are believed to be reasonable
under the circumstances.

Critical judgements in applying the accounting policies
and treatment

Critical judgements in significant increase of credit risk

The Group’s main criteria in judging significant increase of credit risk is
whether the overdue days exceeds 30 days, or one or several of the follow
criterias significantly change: the operation environment of debtor, internal
and external credit rating, practical or expected significant change in business
performance, value of guaranty or credit rating of guarantee significantly
decreased, etc.

The Group’s main criteria in judging the occurrence of credit impairment is
whether the overdue days exceeds 90 days (which means the breach of
contract has already occurred), or one or more conditions as followed fit:
debtors have serious financial difficulties, or imply debt restructuring, or is
very likely to come to bankruptcy.

Contingent liabilities in relation to pending arbitration

As disclosed in note 9, on 23 December 2020, the Company received
arbitration application requiring the Company to pay a compensation for the
damage in a maximum amount of HK$6.962 billion in respect of the H shares
subscription agreement entered into in prior year on 23 December 2020, (the
“Arbitration Case”). As of the date of these financial statements, the case
is still in progress. The Company mainly judges whether there is a breach
of contract based on third-party legal opinions. After consulting the lawyer’s
opinion and based on the available information and the facts, management
considered the Company has no breach of contract as claimed in the
arbitration notice. The Management believes that the claim of the arbitration
applicant will not be supported by the arbitration center, so there is no need
to make provision for accrued liabilities.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(27) Critical accounting estimates and judgements

(b)

(i)

(Continued)

Significant accounting estimate and key assumption

The critical accounting estimates and key assumptions that have a significant
risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next accounting year are outlined below:

Measurement of expected credit loss

The Group measures expected credit loss basing on exposure of risk
of default and expected credit loss rate, the expected credit loss rate
is estimated basing on default possibility and default loss rate. When
determining the expected credit loss rate, the Group uses data including
internal historical credit loss experience adjusted by current situation and
forward looking information.

In 2020, the liquidity risk of certain of the Group's related parties increased.
In February and March 2021, these related parties were included in the scope
of HNA Infrastructure Restructuring, Hainan Airlines Restructuring, and HNA
Group Substantial Consolidated Restructuring. Their expected credit loss
rates significantly increased. When the Group determined the expected credit
loss of cash at bank and on hand, receivables from these related parties
and the Joint Repayment Commitments, the key assumptions include the
restructuring success probability and rate of repayment to creditors under
different scenarios. The difference between the actual result and the original
estimate will affect the provision or reversal of the expected credit loss during
the period of change of estimate.

In addition to the cash at bank and on hand, the receivables and the Joint
Repayment Commitment within the scope of the above restructuring, when
considering forward looking information, the Group considered different
macroeconomic scenarios and significant macroeconomic assumptions
and parameters for the estimation of expected credit loss., including risk of
economic downturn, external market environment, technical environment,
change of customers’ condition, total population of the PRC and trade
balance, etc. In particular, the parameters of the most used trade balance
indicator in the “favorable”, “benchmark” and “unfavorable” scenarios are
14%, -8% and -30%, respectively. The Group regularly monitors and reviews
assumptions relating to the calculation of expected credit loss. The Group
updated the forward-looking parameters in the expected credit loss model
in order to reflect the impact of the COVID-19 on the expected credit loss of
financial instruments in a timely manner for the year ended 2020.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(27) Critical accounting estimates and judgements

(b)

(i)

240

(Continued)
Significant accounting estimate and key assumption

(Continued)

Estimation of the fair value of financial assets held by the associated
company

Regarding to the financial instruments without active market, the
Group adopted various valuation methods to determine the fair value of
associated company’s financial instruments. In valuation, the Group adopts
valuation techniques applicable in the current situation and supported by
adequate available data and other information, selects inputs with the
same characteristics as those of assets or liabilities considered in relevant
transactions of assets or liabilities by market participants, and gives priority to
the use of relevant observable inputs. When relevant observable inputs are
not available or feasible, unobservable inputs are adopted.

These valuation methods include discounted cash flow model. In valuation,
the Group has to estimate future cash flow, credit risk, market volatility and
correlation, and choose an appropriate discount rate. In particular, for the
valued objects that are ruled by the court to be included in the restructuring
and are already in a state of serious insolvency, the key assumptions include
the estimation of the possible reasonable range of the creditor settlement
rate and the assertion that the rate of return of the equity holders of the
related valued objects is not higher than the creditors’ settlement rate. The
above assumptions are uncertain, and their changes will have an impact on
the fair value of financial instruments.

(27)

(b)

(if)
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NOTES TO THE FINANCIAL STATEMENTS

B 75 R 5% B

For the year ended 31 December 2020 20204 /&

(All amounts in RMB Yuan unless otherwise stated) (B % BIsL855) - 2 BB E 7 BN RET)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(27) Critical accounting estimates and judgements

(b)

(iif)

(iv)

(Continued)
Significant accounting estimate and key assumption

(Continued)

Expected credit loss for joint repayment commitment for the syndicated
loan drawn down by Haikou Meilan

As disclosed in note 8(6)(c) to these financial statements, the Company has
applied certain key assumptions when estimating the expected credit loss
of providing joint repayment commitment for the syndicated loan drawn
down by Haikou Meilan, including whether the loan syndicate will require
the Company to repay the Syndicated Loan drawn down by Haikou Meilan in
full, effectiveness of pledge of the Phase Il Expansion Project held by Haikou
Meilan, the probability of successful completion of HNA Group Substantial
Consolidated Restructuring and creditor settlement rates and etc. If the
result of HNA Group Substantial Consolidated Restructuring is different to
the Company’s estimation, the difference between the actual result and the
Company’s estimation will affect the provision or reversal of expected credit
loss in the period of change of estimation.

Income tax and deferred income tax

There are some transactions and events for which the ultimate tax
determination is uncertain during the ordinary course of business. Significant
judgement is required from the Group in determining the provision for
income taxes in each of these jurisdictions. Where the final tax outcome of
these matters is different from the amounts that were initially recorded, such
differences will impact the income tax and deferred tax provisions in the
period in which such determination is made.

— & — &
= =
— ===
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated) (B % B 855) - = BEE (U BN RET)

2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES AND ACCOUNTING ESTIMATES

(Continued)

(27) Critical accounting estimates and judgements

(b)

(v)

(Continued)
Significant accounting estimate and key assumption

(Continued)

Fixed assets and investment properties

The Group’s management determines the estimated useful lives and related
depreciation expenses for its fixed assets and investment properties. This
estimate is made based on management’s experience in operating airport and
the conditions of the relevant assets. It could change significantly as a result
of actual use and improvements. Management will increase the depreciation
expenses where useful lives are shorter than previously estimated lives.

Management determines the residual values of fixed assets and investment
properties based on all relevant factors (including the use of the current scrap
value in current market as a reference value) at the end of each financial
period.

(28) Significant changes in accounting policies

247

In 2020, the Ministry of Finance issued the Circular on Accounting Regulations
of Rental Waivers Against COVID-19 (Cai Kuai [2020] No. 10) and the Q&A on
Implementation of Accounting Standards for Business Enterprises (released
on 11 December 2020). The Group and the Company had no rental waivers
as a direct result of COVID-19 and agreed with lessors for the period ended
30 June 2021 only, therefore, the above circular and Q&A exert no impact on
the financial statements of the Group and the Company.

FESTHENETE5Tw

ik

(27) EEZ 550 F ¥ & @

(b)
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E FINANCIAL STATEMENTS
B 75 5 5% B &

For the year ended 31 December 2020 20204 /&

(All amounts in RMB Yuan unless otherwise stated) (B4 55t 8551 » & BB &7 BARKT)

TAXATION

The main categories and rates of taxes applicable to the Group are set out

= ¥\

(1) A=E@EERNEERBRABEFIRNOT

below:
Category Tax base Tax rate
HE BRI kS
Enterprise income tax (a) Taxable income 15%
XS (@) FE TR PSR 15%

Value-added tax (“VAT") (b)

Taxable value-added amount (Tax payable is calculated using
the taxable sales amount multiplied by the applicable tax

3%, 5%, 6%, 9%,
10%, 13% or 16%

rate less deductible VAT input of the current period)

BEEHD)

City maintenance and construction tax Taxable amounts of VAT

YA TH A R B AN IS AT R
Educational surcharge Taxable amounts of VAT
B BH BME I ET TR
Local educational surcharge Taxable amounts of VAT
75 208 B M N AN IS E T EE

(a) Pursuant to the Notice on the Policies of Income Tax Preferences for Enterprises

in Hainan Free Trade Port (Cai Shui [2020] No. 31) jointly issued by the
Department of Finance of Hainan Province and the Hainan Province Tax Service
of State Taxation Administration, the Group is subject to enterprise income tax at
the preferential rate of 15% from 1 January 2020 to 31 December 2024.

Pursuant to the Notice of the State Taxation Administration on the Relevant
Enterprise Income Tax Policies for the Deduction of Equipment and Instruments
(Cai Shui [2018] No. 54) and the relevant regulations issued by the State Taxation
Administration, from 1 January 2018 to 31 December 2020, new equipment
purchased by the Group of less than RMB5 million is allowed to be one-off
recognised as costs or expenses for deduction in the calculation of taxable
income, instead of being depreciated annually.

(b) Pursuant to the Announcement on Relevant Policies for Deepening the Value-
Added Tax Reform and related regulations issued by the Ministry of Finance, the
State Taxation Administration and the General Administration of Customs ([2019]
No. 39), since 1 April 2019, the VAT rate of the Group's tangible movable property
rental income and labour income has been adjusted from 16% to 13%; the VAT
rate of real estate rental income, service income and franchise income has been
adjusted from 10% to 9%.

According to the Notice of the Ministry of Finance and the State Administration
of Taxation on Tax Policy in Support of the Prevention and Control of Pneumonia
related to New Coronavirus infection (No.8 of 2020) and the relevant regulations,
the Group shall be exempt from VAT for the period from 1 January 2020 to 31
March 2021 for the provision of public transport services, living services and
income from the provision of services to residents.

The Group's revenue from warehouse service and stevedoring services used a
simplified method for calculating the tax payable with VAT rate of 3%.

— & — &
= =
— ===
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NOTES TO T

B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated) (B % B 855) - = BEE (U BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL

(1)

HE FINANCIAL STATEMENTS

N SO BERKRIEAR ME

STATEMENTS
Cash at bank and on hand (1) E¥ES
31 December 31 December
2020 2019
20204 2019%F
12A31H 12A318
Cash on hand EfFHE 40,174 46,050
Cash at bank (a) R1T77F K (a) 292,142,574 1,611,703,799
Cash at bank and on hand BEBAe 292,182,748 1,511,749,849
Less: Deposit cash and equivalents that Hrb : TR AR HER
cannot be used for payment at any
time (34,499,137) -
Cash and cash equivalents RERBFSEEY 257,683,611 1,611,749,849

(a)

244

As of 31 December 2020, the Group's deposit with the related party HNA Group
Finance Co., Ltd. (“HNA Group Finance Company”) was RMB172,495,682 (31
December 2019: RMB170,878,427) (Note 8(5)(a)). HNA Group Finance Company,
a related party, suffered major financial difficulties and was included in the HNA
Group Substantial Consolidated Restructuring in March 2021. Regarding the
deposits of HNA Group Finance Company, the Group plans to declare claims
as a creditor during the HNA Group's Substantial Consolidated Restructuring
and obtain corresponding repayments in accordance with the restructuring plan
determined by the court. Based on the current status of HNA Group Finance
Company, the progress of HNA Group’s Substantial Consolidated Restructuring,
and the forecast of restructuring results, the Group calculates expected credit
losses on these deposits. The key assumptions include the success probability of
HNA's Substantial Consolidated Restructuring and the repayment rate to creditors
under different scenarios. In 2020, the Group accrued “Credit Impairment Loss-
Cash at Bank and on Hand” for deposits of HNA Group Finance Company of
RMB137,996,545.

(a)

20206124318 A& B 17 HUn B ik 77 8 i
SEMBAERARNEMVBRARNDFERBA
R#172,495,6827C (20194612 8318 : AR
170,878,427 7T) (HzE/\(B)@) o (A Ak 75 /8 M &f
BARBESAMBEE - WN2021F3 M
ANEMEBELSHEE - SHHEMP B R A
TR AEEAEEABERALENEEERE
EHEEBBEFETEERBIRB LR
MEEHRESHEEEN AEELELEENE
MPABARMRR - EMEEELEAHEEN
ERREBRLERNTENLEME S A RF R
REHEREBXL  FIRANEZEREREEM
BEEAHEERNNBMRRETRISE THE
EANENRSE - R2020FF @ KEEYEM
M AR EREHRIERRERX - E¥ES]
AR #137,996,5457T °
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated) (B4 558551 » & #EE 7 BARKT)

4 NOTES TO THE CONSOLIDATED FINANCIAL &
STATEMENTS (Continued)

(2) Accounts receivable (2)

SOt EHRKRIEE M E @

& WL B =R

31 December

31 December

2020 2019
20204 20194
12H31H 12H31H
Accounts receivable by nature FEUERFIREE S D
- from aeronautical services - RERMZEERA 209,000,591 249,321,479
- from non-aeronautical services - RERIEMZEERA 316,326,756 243,813,128
525,327,347 493,134,607
Less: Provision for bad debts o EAREE (172,250,535) (2,631,628)
353,076,812 490,502,979
31 December 31 December
2020 2019
20204 20194F
12H31H 12H31H
Accounts receivable by customers EURERIZEFEI D
— from third parties - BB = A 347,049,573 323,987,152
— from related parties — FE UK BB ESE 75 5RIE 178,277,774 169,147,455
525,327,347 493,134,607
Less: Provision for bad debts W BEREE (172,250,535) (2,631,628)
353,076,812 490,502,979

Credit terms granted to customers by the Group are with a general term
ranging from 1 to 3 months.

(a) The aging of accounts receivable based on their recording dates is analysed (@)
as follows:

AEEGTHEEFPNERNE KA 1E3(E

Ao

FEM R IR E A SR B B BRIR AT 20 T -

31 December

31 December

2020 2019

2020F 20194

12A31H 12H318

Within 90 days 90AR LA 298,650,633 297,140,419
91-180 days 91RE 180K 78,604,686 52,692,116
181-365 days 181K E365K 61,466,387 47,025,547
Over 365 days 365K 86,605,641 96,276,525
525,327,347 493,134,607

—E_TEFY
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated) (B % B 855) - = BEE (U BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL &
STATEMENTS (Continued)

(2) Accounts receivable (Continued) (2)
(b) Provision for bad debts (b)

For accounts receivable, regardless of whether there exists the significant
financing component, the Group measures the loss provision according to the
ECL during the entire duration.

As at 31 December 2020, the accounts receivable from the companies
included in the scope of the HNA Group’s Substantial Consolidated
Restructuring, HNA Infrastructure Restructuring, and Hainan Airlines’
Restructuring totaled to RMB231,924,835. The Group plans to declare
creditor’s right during the restructuring and obtain repayments in accordance
with the restructuring plan determined by the court. The Group considers
the current status of the companies, the progress of the restructuring and
the forecast of the results of the restructuring, the overall probability of
success and its repayment rate to creditors in different scenarios, etc. In
2020, the Group accrued “Credit Impairment Loss-Accounts Receivable”
RMB145,024,755 for the above receivables. As at 31 December 2020, the
balance of “Accounts Receivable-Bad Debt Provision of Company Included in
Restructuring” is RMB145,162,485.

(i) As at 31 December 2020, accounts receivable that are subject to provision for (i)
bad debts on the individual basis are analysed as follows:

Ending balance

SOt EHRKRIEE M E @

JPE UK BR R ()

AR
REBURBEWRER - BRRTEEEARER
P RBREEFERNERERELSBEL
Hef

H 1E2020F 128318  YMABSMERETH
AEHEERHE BMEREENSEMETE
BRHEEBALNRNERERBESTAARE
231,924,8357T * AEHEHEERBERALEZE
BREPETERARUBRBEEZRATHERTR
BREE AEEERZSERHERNLREA
AR - EEMERRESELEROTENY it
FEUE R E AR R FRIBFHRRRER - FTERA
MNEZBI|RELMEERNBEEREETRS
STHEBANENESE - R20205FF - A&
B % F ol fE WORIERHR ME ARERKR - BUHR
FIANR¥145,024,7557T » & 1E2020F 12 531
HIEWKERER - EXHEQARIRREBIBREAA
R#145,162,4857C °

M2020F12A31H » BIEFREREFNEY
BRRAMAT -

31 December 2020
2020%12H31H
Provision for bad debts

IRERREE HREE

Amount Lifetime ECL rate Amount
EEFEBES

-] ERBAE x|
Company A ARIA 73,294,060 51.5% (37,746,441)
Company B A AB 41,652,064 51.5% (21,450,813)
Company C NSI[e 41,311,687 80.0% (33,049,350)
Others EHith 75,667,024 69.9% (52,915,881)

231,924,835

(145,162,485)
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(2)
(b)

(ii)

NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated) (B % BIsL855) - 2 BB E 7 BN RET)

NOTES TO THE CONSOLIDATED FINANCIAL SOt Rk IE B T w
STATEMENTS (Continued)

Accounts receivable (Continued) (2) PEURBRFX )

Provision for bad debts (Continued) (b) EREfE @

The accounts receivable of portfolio provision for bad debt provision is as HEFREREBENEBKRERTOT :
follow

31 December 2020

2020F12H31H
Ending balance Provision for bad debts

IREEREE HIRERE

Amount Lifetime ECL rate Amount
EEFEBES

&8 FERBEAE &8
Not overdue A 204,441,813 3.3% (6,778,579)
Overdue within 1-90 days #HI1-90H 44,500,146 16.3% (7,237,580)
Overdue within 91-275 days #1HI91-275H 42,001,916 27.2% (11,432,761)
Overdue over 275 days #HEA275H 2,458,637 66.7% (1,639,130)
293,402,512 (27,088,050)

As at 31 December 2019, accounts receivable that are subject to provision for (ii) H2019F12A31H
bad debts on the grouping basis are analysed as follows: BRRANAT -

CHERFHERRERR R

Grouping — Related parties customers: HE-BBARR
Based on the financial condition and historical credit record of the related
party, the Group assesses the ECL rate of the related party’s balance will be
very low, no provision for bad debts was made for the related parties.

ERNEAB T UBHAREELERZE  KA&H
EERER T EPHENTRREABRRER
1K - HUREZ A A MR KGR SRR

Grouping — Third parties customers: HWE-FB=ZHEF:

31 December 2019
2019412 A31H

Ending balance Provision for bad debts

BREIEREE HREH

Amount Lifetime ECL rate Amount
BEATFERTEH

G L] ERBLX G-t
Not overdue REH 312,164,261 0.1% (312,164)
Overdue within 1-90 days #HI1-90H 8,717,569 10% (871,757)
Overdue within 91-275 days #EA91-275H 2,072,019 20% (414,404)
Overdue over 275 days B HARRB275H 1,033,303 100% (1,033,303)
323,987,152 (2,631,628)

sapan 247
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated) (B % B 855) - = BEE (U BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL M &8 BHRELE KT @
STATEMENTS (Continued)

(3) Advances to suppliers (3) FE(IFIE
As at 31 December 2020 and 2019, the ageing of advances to suppliers was 72020 2019128310 » BAFIERRER
within 1 year. HE—FLRA -
(4) Other receivables (4) HibpEWER
31 December 31 December
2020 2019
20204 20194
12A31H 12A31H
Luggage compensation paid on behalf of FEU AT ZE A RIMR BT R E R
and due from airlines 11,251,411 11,226,173
Others Hth 3,253,123 3,501,246
14,504,534 14,727,419
Less: Provision for bad debts (a) A IR () (6,050,022) (870,290)
8,454,512 13,857,129
(a) Provisions for bad debts and statement of changes in (a) BAREEBERHKRAMRESHK
carrying balance
Stage 1 Stage 3
E-TRE E=RE
Expected credit loss over the Expected credit loss lifetime
next 12 months (portfolio) (credit impairment has occurred) Total
BEGFEHEHEREL
AR12EAREHERBLESR) (BEEERAE Ch
Bad debt Bad debt Bad debt
Book value provision Book value provision provision
ERERE SRRERE RERE SRERE RIRER
31 December 2019 2019124318 14,727,419 (870,290) - - (870,290)
Change of current year (Note i) REEE () (10,071,742) 740,709 9,848,858 (5,920,440) (5,179,732)
31 December 2020 2020F12A31H 4,655,677 (129,581) 9,848,858 (5,920,440) (6,050,022)
Note: B3 -
(i) As at 31 December 2021, the book value of other receivables transferred from (i) AERE-PEERBAE =BENEMREEKZRR
stage 1 to stage 3 in the year amounted to RMB9,848,858. 20209F 12 A31 B WBR A #4%8 A A R #59,848,858

JT °©
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 2020% /&
(All amounts in RMB Yuan unless otherwise stated) (B4 558551 » & #EE 7 BARKT)

4 NOTES TO THE CONSOLIDATED FINANCIAL SOt HRRIER M w
STATEMENTS (Continued)

(4) Other receivables (Continued) (4) HfihFEWR @
(a) Provisions for bad debts and statement of changes in (a) BAREBRHEKRAMRBEZBR@
carrying balance (Continued)
On 31 December 2020, the Group does not have other receivables in stage 2. M2020F12A31H ' AEBTHFEENE =R
Other receivables in stage 1 and 3 are analysed as follows: M EMELG - BRE —HBRME=[ERMNH
MR A T -

31 December 2020
202012H31H
Expected credit
loss rate for
Book value the next 12 months Bad debt provision

RI12M8 B RFEH
Stage 1 E—MEE FREEREE ERBRE HIREE
Portfolio of bad debts : HEFHE -
— Others - HibEE 4,655,677 2.78% (129,581)
Expected credit
Book value loss rate of lifetime Bad debt provision
BEFHEBES
Stage 3 FE=FRER IRMEEREE ERBAE HREE
— Others Hith 9,848,858 60% (5,920,440)
(5) Other current assets () HitRBEE
31 December 31 December
2020 2019
20204 2019%
12A31H 12A31H
VAT to be deducted R ERD 5,938,522 9,459,706
Other taxes prepaid TR E T B 319,618 =
6,258,140 9,459,706

—ToTEaH . sEEEERsEReaRas 249



NOTES TO THE FINANCIAL STATEMENTS
B 75 5 5% BT

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated) (B % B 855) - = BEE (U BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL SOt Rk IE B T w
STATEMENTS (Continued)

(6) Long-term equity investments (6) RERERE
Associates — Unlisted companies BeErE-FLH AT

Movement for the year
AEEHED
Share of net profit/(loss)

31 December under equity method 31 December
2019 (Note 4(34)) 2020
2019F  IRERAFENFER 2020%F
12A31H (PRREET(34)) 12A31H8
HNA Airport Holdings (a) RIS 13 IR (a) 1,370,744,642 (1,370,744,642) -
Hainan Konggang Intelligence City /BRZEEEEHRMREESL 31,972,260 (19,115,315) 12,856,945
Investment Operation Company EREFEAR(EREZEED
Limited (“Hainan Konggang”)
1,402,716,902 (1,389,859,957) 12,856,945
(a)  The place of incorporation and business of HNA Airport Holdings and (a) BMEBIERRE T AR (DEMAES TR
its subsidiaries (the “HNA Airport Holdings Group”) are in the PRC, EE AT R EBEE TR BIBR
and there is no business transaction relationship between the Group A BEAEESEER EAEK o EE D
and HNA Airport Holdings Group. For the information on interests in ¥ eESARE R RMERQ) -

associates, please refer to Note 6 (2).
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NOTES TO THE FINANCIAL STATEMENTS

B 75 R 5% B

For the year ended 31 December 2020 20204 /&

(All amounts in RMB Yuan unless otherwise stated) (B % BIsL855) - 2 BEE 7 BN RET)

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

Investment properties

SOt EHRKRIEE M E @

(7) REMFHE

Buildings Land use rights Total
EEEEY T fERARE &%
Cost R1E
31 December 2019 and 2019128318 K&
31 December 2020 2020%12H31H 1,303,158,060 8,118,803 1,311,276,863
Accumulated depreciation 2EinE
31 December 2019 2019912 A31H (90,558,129) (2,996,472) (93,554,601)
Increase in the current year AN (37,232,525) (169,801) (37,402,326)
31 December 2020 2020%12H31H (127,790,654) (3,166,273) (130,956,927)
Carrying amount BREEEA
31 December 2020 2020%12H31H 1,175,367,406 4,952,530 1,180,319,936
31 December 2019 20194912 A31H 1,212,599,931 5,122,331 1,217,722,262

As at 31 December 2020, the investment properties of the Group were
mainly the mall and parking lot of the Terminal Complex Project, the property
title certificates of which are still being handled. The management believes
that the property without a title certificate will not have a significant impact to
the operating activities of the Group.

= — =
—E-F

M202012A31H ' AEBMKREMEEE
BAMASGERBEERNEENEES  ERE
ERFHERET AEEEBRERBZIAN
BSREBENEETSHARENLEZHEEEKX
RS2 o

g
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &

(All amounts in RMB Yuan unless otherwise stated) (B % B 855) - = BEE (U BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (Continued)

SOt EHRKRIEE M E @

(8) Fixed assets (8) EEEE
Office
Machinery equipment
Buildings and equipment  Motor vehicles and others Total
EERESEY BERE EHIE PLAREREM &t
Cost RE

31 December 2019 2019127318 2,680,447,557 132,087,478 53,585,445 210,285,236 3,076,405,716
Increase in the current year AEHEN

Acquisition BE 3,577,982 17,366,438 1,993,645 6,875,260 29,813,325
Decrease in the current year AERD

Disposal and other decrease REREMRD (31,341,585) (383,440) (1,897,473) (2,335,576) (35,958,074)

31 December 2020 2020F12A31H 2,652,683,954 149,070,476 53,681,617 214,824,920 3,070,260,967
Accumulated depreciation ZiHE

31 December 2019 2019127318 (585,348,513) (77,158,847) (40,482,323) (135,717,849) (838,707,532)
Increase in the current year RE

Provision (a) e (70,963,322) (7,105,093) (3,467,461) (29,407,330) (110,943,206)
Decrease in the current year RERD

Disposal and other decrease BEREMRD = 202,780 1,545,334 1,982,899 3,731,013

31 December 2020 2020F12A31H (656,311,835) (84,061,160) (42,404,450) (163,142,280) (945,919,725)
Carrying amount REERE

31 December 2020 2020512A31H 1,996,372,119 65,009,316 11,277,167 51,682,640 2,124,341,242

31 December 2019 2019F12A31H 2,095,099,044 54,928,631 13,103,122 74,567,387 2,237,698,184

292

In the current year, the amounts of depreciation expenses charged

to cost of sales and general and administrative expenses were
RMB107,862,165 and RMB3,081,041 (2019: the amounts of
depreciation expenses charged to cost of sales and general and
administrative expenses were RMB113,097,112 and RMB2,476,915)

respectively.

AEEFALEEXRAREEEAON
EDRAARK107,862,165 TR AR
#¥3,081,0417C (20196 E : st A& %
RAREEBRANTES A AARE
113,097,112t R AR #2,476,9157T) °
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NOTES TO THE FINANCIAL STATEMENTS

B 75 R 5% B

For the year ended 31 December 2020 20204 /&

(All amounts in RMB Yuan unless otherwise stated) (B % BIsL855) - 2 BB E 7 BN RET)

M SR RERNEw®

4 NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

(8) Fixed assets (Continued) (8) BIEEE®m
(b)  As at 31 December 2020, the carrying amount of international terminal b  M2020F12A31H - BBEMIER
building and its ancillary projects was RMB164,801,086 (31 December REIRNEAEEDBEAARE
2019: carrying amount of RMB201,923,422). The property title 164,801,086,C (20195124311 : fREAEE
certificates in respect of the international terminal building are jointly BEAARY201,923,4227) - EHENE
held by the Company and Haikou Meilan. EEREAHEGOERLS -
As at 31 December 2020, the carrying amount of west gallery 20206128318 « MubiE a5 R #E 7t
expansion project, hotel and aviation Pavilion was RMB1,146,606,202 IR BAEMMEENEEREEBER
(31 December 2019: carrying amount of RMB1,182,455,816). Its AR#1,146,606,202 T (2019412 A 31
property title certificates are still being handled. The management H:EFHEEEAARY1,182,455,816
believes that there are no substantive obstacles to obtain such ) EEEERBHENESR - AEH
property rights and the property without a title certificate will not have EEERAZEEEZNEBETEEE LR
a significant impact to the Group's operating activities. Bt ST SEHAEERNEZERERNTH
HE -
¢ As at 31 December 2020, the building of carrying amount of 0 M2020%12A318 - AARKEEE
RMB453,252,588 (original cost of RMB787,665,008) (31 December BARM453,252,688 L (RE AR
2019: carrying amount of RMB472,595,670 and original cost of 787,665,0087T) B 5 B 324 (2019412
RMB787,665,008) has been pledged for the Group’s borrowings (Note A318H - REBEARAR®472,595,670
4(14) and Note 4(21)). 7T - R1E AR787,665,0087T) fE R AR K
(=] £ 5% (B 5 7H (14) AN BT 2 PT (21)) B 4K 3
4 o
(9) Construction in progress (9) EEIRE
Including:
Capitalised
Increase in Accumulative borrowing
31 December the current 31 December capitalised costsinthe  Capitalisation
2019 period 2020 borrowing costs current year rate
BREREAL Hb: KEEY REEHER
2019512831 REEM 20205127318 RiteE EBREA(LLE ER{ER
Phase Il Expansion Project (a) ZHRREE @ 3,247,884,622 2,480,837,155 5,728,721,777 368,517,180 162,950,112 6.43%
(a0 Details of mortgage guarantee of the Phase Il Expansion Project are (a) BEEMUGE —BEEE B ERERER
set out in Note 8(6)(c). I EINGIOR
—T-TEFH . sEERER=ERGERART 2D3



NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated) (B 45 55855 + & s 7 BARKTT)

4 NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (Continued)

SOt EHRKRIEE M E @

(10) Right-of-use assets (10) EAEEE
Machinery and Office equipment
Buildings equipment Motor vehicles and others Total
EEREEN BERE EHIE  BARBRAL &t
Cost RE
31 December 2019 2019612 A431A 14,663,478 4,380,000 103,621,477 53,475,232 176,140,187
Increase in the current period REREND
Additions Hig 42,055,930 18,100,191 - - 60,156,121
31 December 2020 2020128318 56,719,408 22,480,191 103,621,477 53,475,232 236,296,308
Accumulated depreciation ZitiE
31 December 2019 2019% 124318 (5,498,804) (1,642,500) (37,488,061) (14,547,588) (59,176,953)
Increase in the current period REREND
Provision it (8,499,960) (2,692,783 (10,551,382) (4,020,368 (25,764,493)
31 December 2020 20206128318 (13,998,764) (4,335,283 (48,039,443) (18,567,956) (84,941,446)
Carrying amount FEER
31 December 2020 2020512318 42,720,644 18,144,908 55,582,034 34,907,276 151,354,862
31 December 2019 2019612 A31A 9,164,674 2,737,500 66,133,416 38,927,644 116,963,234
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NOTES TO THE FINANCIAL STATEMENTS

B 75 R 5% B

For the year ended 31 December 2020 20204 /&

(All amounts in RMB Yuan unless otherwise stated) (B % BIsL855) - 2 BB E 7 BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL SOt Rk IE B T w
STATEMENTS (Continued)

(11) Intangible assets (1) BELEE
Land use rights  Office software Total
T b fE FARE N S &%

Cost RE
31 December 2019 and 2019128318 &

31 December 2020 2020%12H31H 216,596,480 401,832 216,998,312
Accumulated amortisation ZETHEE
31 December 2019 2019%12A31H (59,684,048) (106,297) (59,790,345)
Amortisation charged in the current

year (a) RF I (a) (3,696,006) (40,182) (3,736,188)
31 December 2020 2020%12H31H (63,380,054) (146,479) (63,526,533)
Net book value BRI
31 December 2020 2020%12A31H 153,216,426 255,353 153,471,779
31 December 2019 201912 831H 156,912,432 295,535 157,207,967

(a)

(b)

In the current year, the amounts of amortisation of intangible assets charged to
cost of sales, and general and administrative expenses were RMB3,696,006 and
RMB40,182 respectively (2019: RMB3,696,006 was recognised in the cost of
sales, and RMB40,182 was recognised in general and administrative expenses).

International terminal building and its ancillary projects were put into use in 2013
(Note 4(8)(b)). As at 31 December 2020, land use rights of the relevant projects
amounted to approximately RMB39,488,385 (original cost of RMB45,078,000) (31
December 2019: carrying amount of approximately RMB40,161,189, original cost
of RMB45,078,000). The land use right certificates are currently held by Haikou
Meilan.

Land use rights by locations and approved land use periods are analysed as
follows:

@ AFEFALEAATNEEEANELEEDN
BTN R AARS,696,006TTARARE
40,1827C (201945 € : AR%3,696,0067TF A
BERA - ARM40182TCit AERER) ©

(b)) EEESEERMIGERERTIEREREMN2013
FHRAE A FFEEmE©) (b)) - 72020612731
Az IRRAEntEREREEELNAA
R #39,488,3857T (R /& A AR % 45,078,000
J0)(2019F 128318 : REBENAARE
40,161,1897T * RB A AR#45,078,0007T)
T EFAREE MBI O EEEA -

() LiERRERAERRFROFTNT

31 December 2020
2020F12A831A

31 December 2019
2019 12A31H

Inside Mainland China PR B A i

10-50 years 105|504 41,696,910 43,241,741

Over 50 years 50F LA 111,519,516 113,670,691
153,216,426 156,912,432

= — =
—E-F
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NOTES TO THE FINANCIAL STATEMENTS

B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated) (B % B 855) - = BEE (U BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL SO BHRRIER MEw
STATEM ENTS (Continued)
(11) Intangible assets (Continued) (1) BEEE®
(d  As at 31 December 2020, the land use rights of carrying amount of (d) M2020612A31H - AR FIEABEAARE
RMB50,096,964 (original cost of RMB70,062,261) (31 December 2019: carrying 50,096,964 7T (R {8 A R#70,062,2617T) Hy L i
amount of RMB51,186,240, original cost of RMB70,062,261) have been pledged fER#E (2019128318 » REEBEAARYE
for the Group's borrowings (Note 4(21)). 51,186,2407T * IRE AR ¥70,062,2617T)1E4&
A E SR (T FET (21)) RIIE IR Y ©
y 758 M 3
(12) Deferred tax assets (12) IBEEFAEBEE
. 7z b Al fp S P
(a) Deferred tax assets before offsetting (a) REWHHNBELEFREHEE
31 December 2020 31 December 2019
2020128318 2019%12A31H
Deductible Deductible
Deferred temporary Deferred temporary
tax assets differences tax assets differences
BEFMEHEE THENERHZRE BEMGHEE THENTREER
Government grants related to fire equipment BB KA R BRAN
and GTC TR B 1,657,500 8,870,000 12,456,389 49,825,556
Accrued airlines subsidies BRMSFREREK 1,959,150 13,061,000 3,265,250 13,061,000
Credit impairment loss ERREBX 46,523,926 310,159,503 875,479 3,501,918
Accrued termination benefits BIRER R 81,678 544,521 19,050 76,202
Lease liabilities HERE 9,358,198 62,387,987 2,910,415 11,641,659
59,580,452 395,023,011 19,526,583 78,106,335
Including: Hep
Deferred tax assets to be recovered within one
year (one year inclusive) BHMERE 1D ERNEE 5,610,786 6,400,440
Deferred tax assets to be recovered after
one year B MM FRERN SR 53,969,666 13,126,143
59,580,452 19,526,583
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 2020% /&
(All amounts in RMB Yuan unless otherwise stated) (B4 558551 » & #EE 7 BARKT)

4 NOTES TO THE CONSOLIDATED FINANCIAL EOtEr Rk IE B M aE (48)
STATEMENTS (Continued)

(12) Deferred tax assets (Continued) (12) EEFEFTEHREE (8)
(b) Deferred tax liabilities before offsetting (b) REIKHEHVELEFMEBH AR
31 December 2020 31 December 2019
2020F12A31H 2019%12A31H
Taxable Taxable
Deferred temporary Deferred temporary
tax liabilities differences tax liabilities differences
BEFMEHAE EHBERHZRE BEMGHAE EATTREZR
Accelerated depreciation of fixed assets EEEEMRTE 3,139,238 15,395,240 2,095,366 8,381,463
Rent concessions due to COVID-19 EEReHs 3,736,655 24,911,028 = =
Right-of-use assets FREEE 9,129,833 60,865,552 2,975,544 11,902,174
16,005,726 101,171,820 5,070,910 20,283,637
Including: Hep:
Deferred tax liability to be recovered within one T MER(S1E)EENELHE
year (one year inclusive) 5,352,520 2,579,347
Deferred tax liability to be recovered after B FREENSE
one year 10,653,206 2,491,563
16,005,726 5,070,910

“T-THEH . SEEHEREERGARAT 2D/



NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated) (B % B 855) - = BEE (U BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL EOtEr Rk IE B M aE (48)
STATEMENTS (Continued)

(12) Deferred tax assets (Continued) (12) EEFEFTEHREE (8)
(c) Deductible temporary differences and deductible losses that are not () ANEERERIELEFMSH A ERN AT ENEREZE

recognised as deferred tax assets are analysed as follows: ERENEBEI AT :

31 December 31 December

2020 2019

2020%F 20194

12A31H 12A31H

Deductible losses AT AR 1R 25,757,224 68,234,051

(d) Deductible losses that are not recognised as deferred tax assets will be  (d) REEZELEFSH EER AEMEE BN ATE

expired in following years: ERIE -
31 December 31 December
2020 2019
20204 20194
12A31H 12H31H
2022 20224 - 13,440,068
2023 20234 25,757,224 39,965,597
2024 20244 - 14,828,386
25,757,224 68,234,051

(e) The net balances of deferred tax assets and liabilities after offsetting are as ~ (€) HEEEMBERFASHEEMELTHSH & &5

follows: TIREAT :
31 December 31 December
2020 2019
20204 20194
12H31H 12A31H8
Deferred tax assets, net BB EEFHE 44,213,919 14,734,598
Deferred tax liabilities, net BEEMBHAEFE 639,193 278,925
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NOTES TO THE FINANCIAL STATEMENTS

(All amounts in RMB Yuan unless otherwise stated)( B % 55855}

YAT X =3
B 1% o 2% Y 5
For the year ended 31 December 2020 20204 /&
C DB BARKET)

4 NOTES TO THE CONSOLIDATED FINANCIAL SOt Rk IE B T w
STATEMENTS (Continued)

(13) Other non-current assets

(13) Rtk RBEE

31 December 31 December

2020 2019
20205 2019%F
12A31H 12A318
Payments for land use rights of Phase Il TR HERETE B TR i)

Expansion Project (a) 950,000,000 950,000,000
Advances for the land deed tax SEENEZY 46,279,051 46,279,051
Advances for other projects and equipment  HABFEN T2 KR E R 8,987,337 22,986,790
Others Efh 1,000,000

1,005,266,388 1,020,265,841

As at 31 December 2020, the Group had made payments totalling
RMB950,000,000 through Haikou Meilan to the government for the land in
relation to the Phase |l Expansion Project, the relevant land use right certificate

HZE2020F12A318 ' AEEGR —HiER
FHERABBEOERABRFAEXMNARE
950,000,000 C# 3K *Hﬁﬁj:fmﬁﬂf”& EEN

had not been completed. Details of Phase Il Expansion Project are set out in Note Wz o —HIEEEANFABRFLEMEN
8(6)(c). (6)(c) °
(14) Short-term borrowings (14) FSHIE R
31 December 31 December
2020 2019
20204 20194
12A31H 12A31H
Pledged borrowings (a) EIRER(a 379,450,000 379,450,000
Secured borrowings (b) BRER (b - 523,215,000
379,450,000 902,665,000
(a) As at 31 December 2020, the pledged borrowings were secured by the lands (a) 20206 12A31H  RITEFERRHER
of Haikou Meilan (Note 8(4)(f)), with the annual interest rate of 6%. The loan is EH 2 T ERER (M E @) - FFER
overdue. In March 2021, the company has negotiated with the borrowing bank 6% ° e MEBEI AR ER - W2021F3A° -
and reached an intention to renew the loan, and relevant written agreement is ARBEBERBITHELEXNEEER - B
still under approval. FAEERESNESF -
(b) In August 2019, the Company obtained a loan from Aero Infrastructure (b) 201998 - AR F#EFAero Infrastructure

Investment Company Limited with a principal of US$75,000,000, pledged by
100% equity interest in Hainan Ruigang Logistics Co., Ltd. (“Ruigang Logistics”)
and 51% equity interest in Hainan Meilan International Airport Freight Co., Ltd.
(“Meilan Freight”). The loan was repaid on 8 July 2020 with a total principal
and interest of approximately RMB578,663,095, average annual interest rate is
approximately 14%. As of 31 December 2020, the pledge of equity interests of
the two group entities was yet to be released.

—E-F

—= =

Investment Company Limited &R A% A&
75,000,000 7T * AT AR SRS R AR
AR (MERAWRI) 100% A HE - /55X B B ER
SEEARETAR([EHEE]L %RERE
E’iﬁ ZIEREN2020E7B8ERE - A& M
FBAHARYST78,663,0957T © FIHFF| R
#514% - 8 1L20205F12 8318 - BRARAEL
R FERARTRK ©
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated)( Br #5855 + & #EE7 BARBTT)

4 NOTES TO THE CONSOLIDATED FINANCIAL SOt Rk IE B T w

STATEMENTS (Continued)
(15) Accounts payable

The aging of accounts payable based on their recording dates is analysed as
follows:

(15) FEASBRFX

FER BR IR E AR B BRE DTN T -

31 December

31 December

2020 2019
20204 20194
12A31H 12H31H
Within 90 days 90KLAN 93,777,791 50,118,416
91-180 days 91 RKE180K 46,998,457 50,369,848
Over 180 days 180K A 169,240,714 209,850,835
310,016,962 310,339,099

(16) Contract liabilities (16) EREEE
31 December 31 December
2020 2019
20204 20194
12A31H 12H31H
Fees on aircraft take-off and landing HBrE B 577,418 638,204
Franchise fees FET A EREFIR 35,805,282 =
36,382,700 638,204

(17) Advances from customers (17) AW BR X
31 December 31 December
2020 2019
20204 20194
12831H 12H31H
Lease payments fER 25,539,573 131,599,610
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated)( B % FIsL855) - 2 BB E 7 BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL SOt Rk IE B T w
STATEMENTS (Continued)

(18) Employee benefits payable (18) FEA B8 T v A
31 December 31 December
2020 2019
20205 20194
12A31H 12A318
Short-term employee benefits payable (a) FEAT A2 ERET BN (a) 44,329,476 30,206,048
Defined contribution plans payable (b) FERTRRERTFETEl(b) - 100,566
Termination benefits payable (c) FETBHR AR () 182,941 17,704
44,512,417 30,324,318

(a) Short-term employee benefits (a) F2EASEA

31 December Increase in the  Decrease in the 31 December

2019 current year current year 2020
2019 20204
12A31H AREHE N REFD 12A31H
Wages and salaries, bonus, T& - % - R
allowances and subsidies 17,556,303 215,522,666 (206,165,518) 26,913,451
Staff welfare BIREANE 1,152,069 3,905,552 (3,766,016) 1,291,605
Social security contributions HEREE 314,839 8,464,530 (8,565,670) 213,699
Including: Medical insurance He: BERRE 313,367 8,447,970 (8,547,638) 213,699
Work injury insurance TERBE 809 16,560 (17,369) -
Maternity insurance EERBE 663 - (663) -
Housing funds EEAHES 166,940 11,512,334 (11,377,507) 301,767
Labour union funds and employee ITeRBNBIHELE
education funds 11,015,897 5,882,704 (1,289,647) 15,608,954
30,206,048 245,287,786 (231,164,358) 44,329,476
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NOTES TO THE FINANCIAL STATEMENTS

B 75 5 5% BT

For the year ended 31 December 2020 20204 &

(All amounts in RMB Yuan unless otherwise stated)( Br #5855 + & #EE7 BARBTT)

4 NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (Continued)

(18) Employee benefits payable (Continued)

(b) Defined contribution plans

SOt EHRKRIEE M E @

(18) FEA B8 T FrEM ()

(b) RERFE

31 December 2020
20209128318

31 December 2019
2019128318

Amount Ending Amount Ending
payable balance payable balance
ENeHE FRGAE JEfT & 58 FRERER
Basic pensions EAREERR 1,388,006 - 16,527,009 =
Unemployment insurance KERBE 97,492 - 1,085,735 100,566
1,485,498 - 17,612,744 100,566
(c) Termination benefits payable (c) ENBRER

31 December 31 December
2020 2019
20205 20194
12A31H 12A31H
Early retirement benefits payable FERT R 544,521 76,202

Less: Termination benefits payable over R BITRR R BR R AT B TS B Y

one year presented in long-term —F RS RRER
employee benefits payable (361,580) (58,498)
182,941 17,704
(19) Taxes payable (19) EXFHE

31 December 31 December
2020 2019
2020 2019%
12A31H 12A331H
Enterprise income tax payable ER SR 317,279,628 383,382,613
VAT payable JEATIRE D 66,153,546 86,847,703
Individual income tax payable FER B A PTG AR 4,533,066 4,934,063
Property tax payable EREER 3,544,160 11,931,353
Others EAh 1,725,816 3,969,417
393,236,216 491,065,149
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated)( B % FIsL855) - 2 BB E 7 BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL SOt Rk IE B T w

STATEMENTS (Continued)
(20) Other payables

(20) H b FE X

31 December

31 December

2020 2019
20205 2019%F
12A31H 12A318

Construction cost payable and quality EASBIEREIRERS
guarantee deposit 1,866,295,224 1,023,497,683
Amounts due to related parties (a) FEAS REES 5 A (a) 529,533,895 =
Guarantee deposits EAHSRES 117,830,181 98,194,747
Interests payable on borrowings FETFILE 36,986,807 11,740,915
Accrued airlines subsidies TE IR M AR F B FE RA X 13,061,000 13,061,000
Dividends payable JE A5 RR I 5,992,012 5,992,012
Others Hob 128,275,494 77,145,879
2,697,974,613 1,229,632,236

(a) As of 31 December 2020, amounts due to related parties included mainly: 1) (a) 20205128318 « ANEEER RSB

1& 1) ERERFA E#308,005,0007T © %K
BES - EER - BEREMNIESA 2 EME
ODEXEHEASHEABRESFEELESAREAARA
B ZHIREREE TERA ARKI6,538,123
T AR EOEREMERAARE
124,990,7727T °

cash advances of RMB308,005,000, which are interest free, unsecured and
have no explicit due date; 2) construction fee of Phase Il Expansion Project of
RMB96,538,123 by Haikou Meilan on behalf of the Company; and 3) amounts of
RMB124,990,772 received by the Company on behalf of Haikou Meilan.

(21) Current portion of non-current liabilities (21) " FREPHFERBEME

31 December 31 December

2020 2019
20204 20194
12A31H 12A318
Current portion of long-term payables —F R EH 89 &= HA FE A5 3R (BT 52 1 (23))

(Note 4(23)) 854,782,212 33,983,969
Current portion of lease liabilities (Note 4(22)) —FANE|HHHEE S & (FFEM(22) 33,542,127 72,945,478
Syndicated Loan for the Phase Il Expansion ~ —Hi#E2IE B RIEREE R

Project (Note 8(6)(c)) (GEINGI) 1,944,000,000 1,944,000,000

2,832,324,339 2,050,929,447
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated)( B % B 855) - = 8B BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL SOt Rk IE B T w
STATEMENTS (Continued)

(22) Lease liabilities (22) HEAE

31 December 31 December
2020 2019
20204 2019%F
12A31H 12H31H
Lease liabilities HEaE 120,445,396 75,425,817

Less: Current portion of lease liabilities B —FREENEEARE
(Note 4(21)) (P 3Emm(21)) (33,542,127) (72,945,478)
86,903,269 2,480,339

(a)  Lease liabilities are the balance of the Group’s minimum lease payments after  (a) FHEBBEAAEESZEBENKEBINR AERR

deducting unrecognised finance charge. BB RERSREE -
31 December 31 December
2020 2019
20204 20194
12A31H 12H31H
Payables to Haikou Meilan FETE O3 62,387,987 11,641,659
Payables to Dongyin Finance Leasing (Tianjin) FEffRIBRERE(CKE)ER A A
Co., Ltd. 46,258,845 48,747,172
Payables to Jiangsu Finance Leasing Co., Ltd. FEMIESBMHEEAR AT 11,660,362 14,826,011
Payables to Canon (China) Co., Ltd. FEfTERE (R R BRA A 138,202 210,975
120,445,396 75,425,817
As at 31 December 2020, the unrecognised finance charge amounted to M2020F12A31H  RERWBEBRAKRER
RMB4,880,889 (31 December 2019: RMB3,677,510) AR#4,880,8897C(2019F12A31H : AR

3,677,5107T) °
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NOTES TO THE FINANCIAL STATEMENTS

B 75 R 5% B

For the year ended 31 December 2020 20204 /&

(All amounts in RMB Yuan unless otherwise stated)( B % FIsL855) - 2 BB E 7 BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL SOt Rk IE B T w

STATEMENTS (Continued)
(23) Long-term payables

(23) REAEAK

31 December 31 December

2020 2019
20205 20194
12A31H 12A318
Payables to related parties (a) JE S BE B 5 TR (a) 868,133,098 871,133,098
Payables for entrusted loans (b) B ZEEE K () 27,074,100 28,172,227
Deposit payable (c) FES IR (c) 39,019,416 39,019,414
934,226,614 938,324,739
Less: Current portion of payables to related & : — 4 R 2 HAHO BF B 75 B

parties (Note 4(21)) (B sE(21)) (837,004,125) -

Less: Current portion of entrusted loans B —FREENERTERK
(Note 4(21)) (P 7ET (21)) (8,681,544) (28,172,227)

Less: Current portion of deposit (Note 4(21)) & : —E N2 HREER RS
(F5E T (21)) (9,096,543) (5,811,742)
(854,782,212) (33,983,969)
79,444,402 904,340,770

(c)

As at 31 December 2020, the Company’s payables to HNA Group and Haikou
Meilan were RMB678,004,125 and RMB159,000,000 respectively. These
payables were interest-free and unsecured. Since the HNA Group and Haikou
Meilan are both companies within the scope of the HNA Group's Substantial
Consolidated Restructuring, the Company may be required to repay such
payables immediately, they were reclassified as current portion of long-term
payables.

The entrusted loans payable were the balances of entrusted loans provided by
Dongyin Financial Leasing (Tianjin) Co., Ltd. to the Group in July and August 2017
respectively. According to the original agreement, the principal of entrusted loans
amounted to RMB64,145,659, guaranteed by Haikou Meilan and repayable in
a lump sum before the due date of 15 November 2020. The effective interest
rate was 6.05%. In November 2020, the Company entered into an extension
agreement with Dongyin Financial Leasing (Tianjin) Co., Ltd., stipulating that the
unpaid part would be repaid monthly before 15 December 2025.

The amounts represent the deposit received for entering into the agreement
between the Group and an independent third party for lease of the parking lot
of the Group to the third party for a term of 10 years starting from 1 December
2018. According to the agreement, the Group should return the deposits in
installments during the lease period.

— T — T
= =

— ===

(b)

(c)

2020128318 - AQRIEMGMEE RS
O £/ FIBERKRIE D B/ A R#678,004,125
JLFI AR # 159,000,000 * ZEE S « EIK
o mAEMEBRFNEBOEHOREMEEE
HAEHERBEANRQR - AQR AR ERT
BMEBZERE  HESEA—FRNIHNK
HAETRR ©

ERERERARRBEHRE(KR)BRA AR
2017F7AR8ADRMAEERENEZLER
BEE - RIBREWZE  ZZEAERLEABARE
64,145,6597C © /8 O EMRERE - REEHE
20205F11 A15ARA— R MEEER ERFMNER
6.05% ° 2020118 » RARIERFEETM
BE(RR)ERAREBREGE - AEAREES
SH2025%F12 A58 B1R AEIE -

AR ARNEER-—F=FRARIFTEEH
BEANEEEESHETZE= SRR ME K
HRE ZMEHRE2018F12A 18510
F - REBEFAEEENEEHESHEREY
RS o
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated)( B % B 855) - = 8B BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL SOt Rk IE B T w
STATEMENTS (Continued)

(24) Deferred income (24) EZE W ==

31 December 31 December
2020 2019
20205 2019%F
12A31H 12A318

Government grants related to assets A AR R A BUT 7 BN
— Special fund for fire equipment subsidy - HPIR B EEES 8,870,000 10,270,000
— Special subsidy for inspection building -SSR IEFE 2,300,000 2,400,000
— Subsidy for terminal complex project GTC ~ — VART4R A EEGTCHEED 38,222,222 39,555,556
49,392,222 52,225,556

(a) Government grants (a) BUNHEBED
Amortisation
31 December charged in the 31 December
2019 current year 2020
20194 20205
123318 ANEH 128318
Special fund for fire equipment subsidy SH SR EHSEEES 10,270,000 (1,400,000) 8,870,000
Special subsidy for inspection building B A 18 IR Bl 2,400,000 (100,000) 2,300,000
Subsidy for terminal complex project GTC IERI4R A BEGTCHE B 39,555,556 (1,333,334) 38,222,222
52,225,556 (2,833,334) 49,392,222
The above-mentioned asset-related government subsidies are amortised over the LR EEENBRHED DR EEERSERAFR
estimated useful life of the asset within 15 years, 40 years and 30 years, respectively. 1654 ~ 40F FN304F kS -
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated)( Br 45 5t 8551 » & #EE 7 BARKT)

4 NOTES TO THE CONSOLIDATED FINANCIAL SOt Rk IE B T w
STATEMENTS (Continued)

(25) Other non-current liabilities

(25) HftFERBEE

31 December 31 December

2020 2019

20204 2019%F

12H31H 12H31H

Advances of parking lot rent A EEISEHES 112,539,000 128,616,000
Advances of franchise fee TEWIFHREEE 21,043,210 56,098,891
Others Htt 8,123,447 12,280,162
141,705,657 196,995,053

(26) Share capital (26) A<

31 December 2020
and 31 December
2019
2020128318 &
2019%12H31H

31 December 2020
and 31 December
2019

202012 A318 &
201912H31H

(Number of shares) (RMB)
(BE) (AR¥IT)

Shares held by domestic legal entities RAEANFR
Haikou Meilan EBOEE 237,500,000 237,500,000
HNA Group EMEE 3,512,500 3,512,500
Hainan Airlines B NAERY 5,287,500 5,287,500
Foreign shares listed overseas BHHN TR INE AR 226,913,000 226,913,000
473,213,000 473,213,000

—T-TEEH . SEEHEREERGARAT 20/



NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated)( B % B 855) - = 8B BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (Continued)
(27) Capital surplus

(27) EXRQTE

31 December

Increase in
the current

Decrease in
the current

SOt EHRKRIEE M E @

31 December

2019 year year 2020

20195 20204

12A31H AR KEFD 12A31A

Share premium IRA R (B 598,983,655 - - 598,983,655

Other capital surplus — HEMERATE -
Share of changes in equity other EEREZERWIRE BR

than comprehensive income and A WEAFE SR
profit distribution of investees LAGNEY EL 4 25 B D

under the equity method 120,177,293 - - 120,177,293

Others Hifb 100,500,999 - - 100,500,999

819,661,947 - - 819,661,947

Increase in Decrease in

31 December the current the current 31 December

2018 year year 2019

20184 20194

12A31H8 AREFIE N RER D 12A31H

Share premium IR AR (B 598,983,655 = - 598,983,655

Other capital surplus = EMERRTE -
Share of changes in equity other A E NI E BRI

than comprehensive income and REWEEMFNE S B
profit distribution of investees LAGNEY E fth 4 25 B D

under the equity method 113,650,746 6,526,547 - 120,177,293

Others Hfb 100,500,999 - - 100,500,999

813,135,400 6,526,547 - 819,661,947
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated)( B % FIsL855) - 2 BB E 7 BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL SOt Rk IE B T w
STATEMENTS (Continued)

(28) Surplus reserve (28) BEpATE

31 December 2020

and 31 December

2019

202012HA31H K

201912A31H

Statutory surplus reserve EERBRLES 246,394,231
In accordance with the Company Law and the Company’s Articles of BIB(REARKMEARNE) RARAGER -
Association, the Company should appropriate 10% of net profit for the year RABREEFNENI0%REVEERBATE
to the statutory surplus reserve, and the Company can cease appropriation ® - BEEEATERBRAES ZHEEINGFMERD
when the statutory surplus reserve accumulated to more than 50% of the 50% ° EERBMRABR LA ER AT ARNBHEE
registered capital. The statutory surplus reserve can be used to make up for B REBENMRAE - ARNEERBATES RFTHE
the loss or increase the paid-in capital after approval from the appropriate BEIARAFZMERES50% + AR A2020

authorities. No statutory surplus reserve was appropriated in 2020 and 2019 FER2019FEIRRIVEERARANES °

as the Company'’s statutory surplus reserve has accumulated to 50% of its
registered capital.

(29) Undistributed profits (29) 7 2 B A1
2020 2019
20205 E 2019 &
Retained earnings at the beginning of FYRDEFE
the year 3,589,087,273 3,013,674,728
Add: Net (loss)/profit attributable to n: AFHEBRERFIRER
shareholders of the Company for the % (E518) /FIH
current year (1,340,376,146) 575,412,645
Retained earnings at the end of the year FERKRHEFE 2,248,711,127 3,5689,087,273
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated)( B % B 855) - = 8B BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (Continued)

SOt EHRKRIEE M E @

(30) Minority interests (30) LR R E R
Equity attributable to minority shareholders of subsidiaries HERSFRARLDERENIDEMRR
=

Name of subsidiaries Minority shareholder 31 December 31 December
2020 2019
FARER LHRRERE 20204 2019%F
12A31H 12H31H

Meilan Freight Baixiang Logistics Company

Limited

EWEE BAMRARAR 42,061,708 43,758,770

(31) Revenue, cost of sales, selling and distribution

(31) EREWANMERRAE - HEBRAK

expenses, and general and administrative expenses EEEH
2020 2019
Revenue —E1'ON 20205 E 20195 E
Aeronautical: AR -

Passenger service income R R & 232,104,867 349,874,021
Ground handling service income Hh AR 7% & 140,935,947 226,584,824
Fees and related charges on aircraft take-off and landing ~ TRH#AE[E R AERAUL E 89,964,362 132,931,037
463,005,176 709,389,882

Non-aeronautical: FERTEER -
Franchise income AT SR A 558,722,588 412,800,059
Freight and packaging income EERBERA 92,986,239 102,646,801
Hotel income BETEWA 84,502,051 101,253,309
VIP room income BEEERA 70,422,336 75,664,796
Rental income WA 25,450,351 74,783,568
Car parking income FEHZBA 14,749,541 14,598,056
Other income A 59,693,510 85,234,607
906,526,616 866,981,196

1,369,531,792

1,576,371,078
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated)( B % FIsL855) - 2 BB E 7 BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL SOt Rk IE B T w
STATEMENTS (Continued)

(31) Revenue, cost of sales, selling and distribution

(31) EXWMANMERAAE - HEBAK

expenses, and general and administrative expenses EEBEERA@
(Continued)
Cost of sales, selling and distribution expenses and general and administrative EBENA  HEBAREBEREEANUTIER
expenses mainly include the following items: HERK
2020 2019
2020 & 2019 F
Employee salaries and benefit expenses EITEREMNER 160,157,057 164,811,709
Outsourcing and sub-contracted labour costs & 9Me M 4515k iE & A 112,226,679 156,265,568
Depreciation expenses of fixed assets EEEENEER 110,943,206 115,574,027
Airport and logistic services fee W5 RINE RS RIS B 65,271,930 68,763,354
Repairs and maintenance HwIEBH 47,626,748 32,951,983
Utilities KEE 38,411,647 43,933,263
Depreciation of investment properties KEGEHEREER 37,402,326 37,402,326
VIP room costs EEEEBIE 31,688,488 22,870,838
Costs for depreciation of right-of-use assets  FREEEHNEER 25,764,493 22,048,389
Security costs EERERS L 15,501,652 14,586,155
Packaging materials HAERK AR 9,530,257 9,751,721
Parking lot costs FHESERES T 8,510,980 8,084,692
Amortisation of intangible assets I EESHEER 3,736,188 3,736,188
Handling fees of CAAC Settlement Centre RMBEFLFEE 3,192,569 5,002,670
Flight delays meal allowance MITER LB & 3,095,756 9,179,379
Audit fees FEarRE 2,004,332 2,312,000
— Audit and review service - Bt RER RS 1,623,351 2,012,000
- Non-audit services - B RT 380,981 300,000
Travelling expenses ERE 747,645 2,540,019
Others At 92,945,412 79,348,121
768,757,365 799,162,402
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NOTES TO THE FINANCIAL STATEMENTS
B 75 5 5% BT

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated)( Br #5855 + & #EE7 BARBTT)

4 NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

SOt EHRKRIEE M E @

(32) Taxes and surcharges (32) Bi <& X Hf o

2020 2019
20205 E 20195 €
Property tax BER 7,939,836 22,475,170
Stamp tax ENTERR 103,717 219,432
Land use tax T Hb{E AR 841,656 1,125,534
City maintenance and construction tax T MR 3,180,257 3,704,921
Educational surcharge HEBK M 2,222,512 2,817,111
Vehicle and vessel use tax BEAERAR 152,261 150,677
14,440,239 30,492,845

(33) Financial expenses/(income) — net (33) KB, (WA)- B4
2020 2019
2020 E 20195 €
Interest expenses B 169,377,757 100,264,516
Including: Debentures payable Hr - ERES - 41,059,437
Bank borrowings HRITER 162,950,112 51,627,607
Lease liabilities and entrusted loans HEBBEREZFAER 6,427,645 7,677,472
Net exchange losses/(gains) FE 5 F 8 0 (UeE5) 3,433,518 (14,309,704)
Less: Capitalised interest B BARERE (162,950,112) (82,574,882)
Less: Interest income o ABMA (3,310,201) (21,732,287)
Others EHAth 7,826,055 4,310,726
14,377,017 (14,041,631)
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated)( Br 45 5t 8551 » & #EE 7 BARKT)

4 NOTES TO THE CONSOLIDATED FINANCIAL SOt Rk IE B T w
STATEMENTS (Continued)

(34) Investment (loss)/income (34) RE(EK) WF
2020 2019
20205 E 20195 €
Investment (loss)/income from long-term equity B ARENRBEIE LT
investment of unlisted companies under AR RHARERE
equity method (%), W (1,389,859,957) 6,858,636
Investment income from disposal of subsidiaries BB T A rREMIEE RS 432,593 =
(1,389,427,364) 6,858,636
There is no significant restriction on recovery of investment income of the NEBE TR E W EE B 79 E KR §l -
Group.
(35) (Losses)/Gains on disposal of assets (35) EERE (B%) W&
2020 2019
2020 E 2019 %
(Losses)/Gains on disposals of fixed assets BT EERE (BX), = (884,225) 3,404,673
(36) Credit impairment loss (36) 5 AREEX
2020 2019
20205 E 20195 E
Expected credit loss of Joint Repayment Commitment 3t [E3& ZUfE 1B & 189,087,000 =
Bad debt provision for accounts receivable PR AR BUZ AR IB R 169,618,907 1,457,933
Bad debt provision for cash and cash equivalent BERESEERERX 137,996,545 -
Bad debt provision for other receivables Efh I EuEIRB L 5,179,732 739,863
501,882,184 2,197,796
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NOTES TO THE FINANCIAL STATEMENTS

B 75 R 5% BT &

For the year ended 31 December 2020 20204 &

(All amounts in RMB Yuan unless otherwise stated)( B % B 855) - = 8B BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (Continued)

SOt EHRKRIEE M E @

(37) Other income (37) Hthd =z

Related to assets/
2020 2019 income
HEEFRR e
20205 20195 /& izl
Supporting COVID-19 prevention SREEIEIEE 4,182,057 = Income related
and VAT relief BEFRE R 2545 B
Subsidies for Haikou to support A REE S EEREN 4,099,488 - Income related
the headquarters economic development &85 B E A
Financial supports for civil aviation RANZE BB AR 3,000,000 = Income related
development B E A
Amortisation of government subsidies of ~ SHFIERME - BHRIZ KR A 2,833,334 1,944,444 Assets related
fire equipment, inspection building and R IR A A BT 7 B 1 E R

GTC (Note 4(24)(a)) B8 (227 (24)(a))
Rewards for the business of international ~ BIFR R4 ES & 15 1,743,087 = Income related
express supervision site Fr i & 428D ey =l
Refund of individual income tax AR E 128,486 216,823 Income related
AR
Others Eih 2,014,274 989,875 Income related
AR

18,000,726 3,151,142
(38) Non-operating income (38) &I A

2020 2019
2020 E 20195 €
Income from penalty A 2,453 1,320
Others Hifb 216,190 111,424
218,643 112,744
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated)( B % FIsL855) - 2 BB E 7 BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL SOt Rk IE B T w
STATEMENTS (Continued)

(39) Income tax expenses

(39) FIEHEH

2020 2019
2020 E 20195

Current income tax calculated based on tax BRERBEERETED
law and related regulations EHIRTSH 79,061,440 198,621,319
Deferred income tax BEEFTSHL (39,007,942) (7,934,807)
40,053,498 190,686,512

HEREHAMBXRN(ER),MBERRAER
BRGTEOPTISBASRAEHERNT ¢

The reconciliation from income tax calculated based on the applicable tax
rates and total (loss)/profit presented in the consolidated income statement
to the income tax expenses is listed below:

2020 2019
20205 E 20196
Total (loss)/profit (&18),/FEezE (1,302,019,710) 772,051,269

Income tax expenses calculated at tax rates EASEEARETEDN

applicable for the Group FRSH (195,302,957) 193,012,817
Effect of tax rate changes HEEgsngs 2,128,340 -
Investment loss/(income) recognised under R AERNIRE B8

equity method (a) /(W 25) (@) 208,478,994 (1,714,659)
Costs, expenses and losses not deductible for TEHBRAIKA - BRAMIEL

tax purposes 1,298,884 35,658

Additional deduction

Temporary differences for which no deferred tax
asset was recognised for the current period

Utilisation of previously unrecognised tax losses

DOETFAER

EHARERELEMSHEE
TR EER

8 A AT E R HERIR L PR ST B

ERRHENER (4,354,401)
Deductible tax losses for which no deferred tax asset & HIARBERELFTSHEER
was recognised in the current period AT E e 3,707,097
Adjustment of the current income tax expenses BIEEE SHERAELH
according to the final settlement result 5T &R -
190,686,512
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NOTES TO THE FINANCIAL STATEMENTS
B 75 5 5% BT

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated)( B ¥ Bt B55) » & A&z BA R KT)

4 NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

(39) Income tax expenses (Continued)

(a) During the year, the Group recognised the investment loss of the associates
and wrote down the carrying amount of the long-term equity investment to
zero (Note 4 (6)). On 31 December 2020, the Group did not recognise the
deferred income tax assets with temporary difference between the carrying
amount of the long-term equity investment and its tax base, because the
Group plans to hold the investment in associate for a long term and it is
expected the associate will make profit in the future.

(40) (Loss)/Earnings per share

(a) Basic (loss)/earnings per share is calculated by dividing consolidated net (loss)/
profit attributable to ordinary shareholders of the Company by the weighted
average number of ordinary shares outstanding:

N St EmREE M

(39) MEBER @

(a) AEERAEEEEREERYBHEOEIRE
FETERBREREEEBERTES (M
ra(6)) * 2020612 A31B AL B A EREH
REREEEEEET D ERE L YR EERN
EEFEEE BANEERENBAHLSY
WFEIE ARG BT -

(40) AR (B518) sk

@ EASROERWEARERSARTRRK
A G0F (B1R)/FIHK LR A R RTINS
B BT B

2020 2019
20205 E 2019 &
Consolidated net (loss)/profit attributable to FBREAREBERRED
ordinary shareholders of the Company (RMB Yuan) & #5%(E518), /78 (AR T) (1,340,376,146) 575,412,545
Weighted average number of ordinary shares RA R BEITEING BARE IR
outstanding (Share) FHE (IR 473,213,000 473,213,000
Basic (loss)/earnings per share (RMB Yuan) EARGR(EE), s (ARET) (2.83) 1.22

(b) Diluted (loss)/earnings per share are calculated by dividing consolidated net
(loss)/profit attributable to ordinary shareholders of the Company adjusted
based on the dilutive potential ordinary shares by the adjusted weighted
average number of outstanding ordinary shares of the Company. As there
were no dilutive potential ordinary shares in the current year (2019: Nil),
diluted (loss)/earnings per share equalled to basic (loss)/earnings per share.

(41) Dividends
On 21 August 2020, the Board of Directors proposed not to distribute 2020
interim cash dividend (2019 interim cash dividend: Nil).

On 28 April 2021, the Board of Directors proposed not to distribute 2020 final
cash dividend (2019 final cash dividend: the general meeting approved not to
distribute 2019 final cash dividend).

b) WEGR(ER), M A BRI EE T mAR
HABRERNBEERE AR EBRREERNA 6% (&
1B)/FHERARRROARBEITENEBR
I ABEE - RAFE - AarMFER
EHBMEMEE L BAR(2019FE « £) - Bt -
mRER(ER),WESNEAETR(EER), K

Eo

(41) BF
R2020F8H218 + EEETE#H D IK2020F #
HRIR 2 IR F) (2019F R HAIR SR F) : &)

M2021F4H28H  EELEFETHIK2020FE
KREIR S A (2019FE RIS B/F : BEK
EIRFENDIK2019F EAREIR S IA)) -
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated)( B % FIsL855) - 2 BB E 7 BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL SOt Rk IE B T w
STATEMENTS (Continued)

(42) Supplementary information to the cash flow 42 ReEREXRBRER
statement
(a) Reconciliation from net (loss)/profit to cash flows from (a) BEBE(ER) FBAGHELLETHRSE
operating activities meE
2020 2019
20204 2019
Net (loss)/profit F(E518) /FIE (1,342,073,208) 581,364,757
Add: Credit impairment loss e ERRERK 501,882,184 2,197,796
Depreciation of investment properties KEMEETE 37,402,326 37,402,326
Depreciation of fixed assets BEEENE 110,943,206 115,574,027
Depreciation of right-of-use assets FRAREENE 25,764,493 22,048,389
Amortisation of intangible assets R EEH 3,736,188 3,736,188
Amortisation of long-term prepaid expenses REAFFE & Y 1,100,924 1,158,198
Amortisation of deferred income I RE S 2 8 5 (2,833,334) (1,944,444)
Net losses/(gains) on disposal of fixed assets BEBTEEFBL (W) 884,225 (3,404,673)
Financial expenses/(income) MHEA, (A) 16,561,730 (16,042,427)
Investment losses/(income) BEBK (ak) 1,389,427,364 (6,858,636)
Increase in deferred tax assets EREFTSH & E 1 N (29,479,321) (8,213,732)
Increase in deferred tax liabilities EREFTSH B EHE N 360,268 278,925
Decrease/(Increase) in inventories TR, (8h0) 296,801 (80,784)
Increase in operating receivables M R URTE B /3 0 (207,333,190) (121,961,593)
(Decrease)/Increase in operating payables EEMREMSIBE R CRA), SN (42,669,757) 226,023,719
Net cash flows from operating activities KEFBEENRESREFE 463,970,899 831,278,036
(b) Net (decrease)/increase in cash and cash equivalents (b) BERBESEEMELBER
2020 2019
20204 2019
Cash and cash equivalents at the end of the year 3E& MIRE S BRI FERGE 257,683,611 1,511,749,849
Less: Cash and cash equivalents at B BekReEEYN
the beginning of the year F AR (1,511,749,849) (81,958,509)
Net (decrease)/increase in cash HeRBRSEEWFCORD)
and cash equivalents e ik (1,254,066,238) 1,429,791,340
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated)( B % B 855) - = 8B BN RET)

4 NOTES TO THE CONSOLIDATED FINANCIAL SOt Rk IE B T w
STATEMENTS (Continued)

(42) Supplementary information to the cash flow (42) BERERFAE-@
statement (Continued)
(c) Disposal of a subsidiary (c) BEFAT
Cash received from disposal of a subsidiary in the current  RNFEREE TR sl N AFEURE|A IR S
year 1,055,010
Less: Cash held by subsidiary at the date when B EREHBTARSAENRE
loss of control (32,942)
Net cash paid for disposal of a subsidiary BB FARKEINE S FRE 1,022,068
Considerations for disposal of subsidiaries in 2020 2020 R E T ARIMNER 1,055,010
Net assets of the subsidiary disposed in 2020 at 2020F EREBEFARINEERRFEE

disposal date

Current assets MEVEE 245,744
Non-current assets FEREBEE 1,000,000
Current liabilities mENBE (623,327)
622,417
e .
5 CHANGES OF CONSOLIDATION SCOPE I EOtEEMNEE
(1) Disposal of a subsidiary (1) BEFAA
On 2 January 2020, the Group disposed its 100% equity of HNA Airport Fund R2020F1 A28  AEERBEBAHEE T
Management Co., Ltd. (“HNA Fund Management”) to its related parties, with BREMEEESERBRAR(REESER
gains of RMB432,593. RN 100% HAKE - BB Wi A A R15432,593
=
The calculation of gains or losses on disposal is as follows: BEBZTENT ¢
Amount
|
Consideration received from the disposal EEES 1,055,010
Less: Share of net assets of HNA Fund Management W AN ERREEZANKSESER AR
in the consolidated financial statements FEEMTE (622,417)
Investment income from disposal BBEAIRE W 432,593
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(1)
(a)

NOTES TO TH

E FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 /&

(All amounts in RMB Yuan unless otherwise stated)( B % FIsL855) - 2 BB E 7 BN RET)

INTERESTS IN OTHER ENTITIES

Interests in subsidiaries
Particulars of group entities

N ERMEBRTHER
(1) EFAAHHES
(a) REEBAOWA

Major
business Place of Registered Direct Voting  Way of
Type of entity location registration  Nature of business capital shareholding rights  acquisition
EAER LS E3 30 HMER EESREA  RRERA  BERR
Meilan Freight (i) Limited liability Haikou Haikou Rendering of 20,000,000 51% 60%  Setup
company Cargo services
EREE () AREART gOm gOm REEEERSE 20,000,000 51% 60% RV
Ruigang Logistics Limited liability Haikou Haikou Logistics services and 50,000,000 100% 100%  Setup
company business investment
MR BREART g0m B0m NRRBRARRE 50,000,000 100% 100%  RURGE
Hainan Meilan Airport Hotel Limited liability Haikou Haikou Hotel investment and 5,000,000 100% 100%  Setup
Investment Holding Co., Ltd. company operation
("Meilan Airport Hotel Company”)
BRERESEEREERAR BREMAR O Bam BERERE 5,000,000 100% 100%  RUBE

([ERRBERR])

(i) The percentage of shareholding in Meilan Freight held by the Company is 51%.
The key operating and financial decisions of Meilan Freight are made by the Board
of Directors. The resolution of the Board of Directors should be subject to the
approval of at least half of the directors who attend the Board of Directors’ meeting.
The Company has the right to designate 3 out of total 5 board members in Meilan
Freight, so the Company has the voting rights of 60% in it.

There is no restriction of the use of the Group's assets nor the settlement of
the liability of the Group.

— & — &
= =
— ===

(i ARBHEWMEENFRLYIAE1%  XWEE
TERERMBNARREESEL EEGRE
ELREALEESTEEAN N2 —NESR
ETRBHG XWEEETGREHSE - ARH
BERREIZES  MARRAHEENRARLLHIR
60% °

AEETFERAEEEENEEEEEENT
H PRl -

FER . sEEBARTERGERAT 2 /9



NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated)( B ¥ Bt B55) » & A&z BA R KT)

6 INTERESTS IN OTHER ENTITIES (continued)

N EEHMERPHESDSw

(2) Interests in associates (2) EBRELEPHESR
(a) General information of associates (a) EFERLEMNEREFR
Whether
strategic to
Major business  Place of the Group's
location registration Nature of business activities Shareholding
HEBTED
FTEKE it EBMHE EEATERMY IR LAl
Hainan Konggang Hainan province  Hainan province  Property development, Yes 30%
Haikou Haikou resort operation, eco-
agriculture development
and gardening
grEE R BEEEAT BEREAT MERE - KRERKE = 30%
FEs - ERRRERE
L EE
HNA Airport Holdings (i) Hainan province  Hainan province  Airport operation and Yes 24.5%
Haikou Haikou ground handling services;
airport investment,
holding, constructing and
rebuilding
TSRS IR () BrEEZA™ BEEEAm 3518 & TR AN 3 [ AR 7S = 24.5%

Investments in associates are accounted for using the equity method.

(i)

2380

The place of registration and major business location of HNA Airport Group are in the (i)
PRC, and there is no business transaction relationship between the Group and HNA
Airport Group. The percentage of the shareholding held by the Group is 24.5% and
the voting rights are 1/7. Although the percentage of the voting rights held by the
Group is less than 20%, 1 out of 7 directors of the Board of Directors of HNA Airport
Holdings is nominated by the Group and therefore, the Group is able to exercise

HWISIE - R BR
&

significant influence over HNA Airport Holdings and regards it as an associate of the

Group.

MR 20% -
BB AEE Ew

HAINAN MEILAN INTERNATIONAL AIRPORT COMPANY LIMITED e ANNUAL REPORT 2020
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated)( B % FIsL855) - 2 BB E 7 BN RET)

6 INTERESTS IN OTHER ENTITIES (continued) N EEMAFEANOESZ@
(2) Interests in associates (Continued) (2) EHELCEPNEZ@
(b) Main financial information of significant associates (b) EEHECENETENBER

HNA Airport Holdings Group

31 December 2020 31 December 2019
2020%12H31H 2019412 A31H
RMB’000 RMB'000
ARETT AREFT
Current assets mBEE 3,871,152 5,739,323
Non-current assets FEMBEE 10,900,940 22,365,638
Total assets BEA 14,772,092 28,104,961
Current liabilities mEIAE 13,651,928 11,653,335
Non-current liabilities ERBEE 1,136,834 3,768,496
Total liabilities BEAF 14,788,762 15,421,831
Minority interests DEIR R 2,762,467 7,431,766
Shareholders’ equity attributable to the parent SEBENERARREEZ
company (2,779,137) 5,251,365
Share of net assets by shareholding ratio (Note (i) 3% #5R% bt 515 #9754 2 17 KA i) (680,889) 1,286,584
Adjustment FHEEIE
- Adjustment according to the fair value of - RIS ERBE D ET R
the associates’ identifiable net assets FEEARBEETHAE
at the time of obtaining the investment 80,147 84,160
— Others (iii) — E i) (600,742) -
Book value of equity investment in associates HEE S ERRIRENREER - 1,370,744
2020 2019
20205 E 2019
RMB’'000 RMB'000
ARBT T ARET T
Operating income ETUON 1,211,576 1,577,713
Net (loss)/income S (E518) (12,253,378) 230,650
Other comprehensive loss HEMiREEE (14,522) (12,519)
Total comprehensive (loss)/income irE (B18), /a2 5E (12,267,900) 218,131

—T-TEER . SEERHEREERGARAT 23]



NOTESTO T

B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated)( B % Bl 855 - & BE 8T BA R BT)

6 INTERESTS IN OTHER ENTITIES (continued)

(2) Interests in associates (Continued
(b) Main financial information of significant associates

(Continued)
The group did not receive dividends from associated enterprises in this year.

(i)

287

HNA Airport Holdings Group is principally engaged in the operation
and management of Sanya Phoenix Airport, holds investments in two
associates engaged construction of Sanya new airport and real estate
development business respectively and carry out other investment
activities. In 2020, as affected by the overall liquidity issue of HNA
Group and the impact Covid-19 epidemic, HNA Airport Holdings
recognised operating loss for the year and significant losses in relation
to related parties, including losses of investments in associates
accounted for using the equity method, change in fair value of other
non-current financial assets, expected credit loss of receivables from
related parties, and expected credit loss of financial guarantee provided
to related parties.

Specifically, the Sanya New Airport Investment and Construction Co.,
Ltd (“Sanya New Airport”), an associated company of HNA Airport
Holdings, was ruled in the scope of the substantial consolidated
restructuring of HNA Group by the Hainan Provincial High People
Court in March 2021. According to the bankruptcy law of the
People’s Republic of China Law and related laws, the receivables and
payables between the companies included in substantial consolidated
restructuring should be eliminated and cancelled out, the companies’
assets should be consolidated as bankruptcy assets and used to settle
the creditors in orders as a whole. Thus, Sanya New Airport Company
has made 100% expected credit loss provision on its net receivables
from the companies having been included in HNA Group Substantial
Consolidated Restructuring. Furthermore, certain other non-current
financial assets of HNA Airport Group represented equity investments
in the companies having been included in HNA Group Substantial
Consolidated Restructuring and being in significant insolvency position
as of 31 December 2020. HNA Airport Holdings recognised loss on
fair value changes of these investments based on the estimation
of possibly reasonable range of creditor settlement rate and the
assumption of recovery rate of equity investment would not be higher
than creditor settlement rate.

HE FINANCIAL STATEMENTS

HEHEMFREPHERZ®
EHMELEPFHES @

EEBRECENTEVBER @

AR B AR R B2k B B 1 KA AR

(i)

BESIERER T 2L = TR EKSE
EEE UBBERENBEAR2HE=S
THHSER - WERBEEBUAREME
BEEEE) - 202056 F - ZIEMEEE
BERBERBRAREENZE  BARFE
REBEI)  BRBSERERERT —
RIBR  BREEEBRE QAR ERE
MIRERAL HEMFERDEMEENR
RBEZHEL  BREETFTIENRR
B REEROEAHEREERS -

Hep o B ER 2B & QR =
SERERRER DR (=S ARNDRN
2021 F3AHBREEBRAREREEH
NEMEBEESHEREE - REWRE
ENMBEARRTE  MABEAMHEEN
EMBERKE 2RNEREHHNHE
W BREMMERRAFERR —MNBE
ME ASKENERAER—RFHR
ROETENEFF D RME - Bt - =TH#5
RAEENEEEESHEEREEANLA
) 8 W 8 < RIR 3 BB AT IR 7 100 % TEHA
ERIEX o N - BRESEREREM
FRDEMEERENTORIRECES
REMEBEESHERBEANNATE
202012 A31EERRBREEL TEE
EREE - BB IEIRE N EERAEN
R AR ABERMGE - ARBERE
EHROEDRA ANDRX T RMER
ANERE - B BRAAREEZFHEEX -
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(2)
(b)

NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated)( B % FIsL855) - 2 BB E 7 BN RET)

INTERESTS IN OTHER ENTITIES (continued) AN EHMEEPNER@®

Interests in associates (Continued) (2) EBRELEPHERS@

Main financial information of significant associates (b) EEBHELENFTEMKEE @

(Continued)

(i)~ The Group calculated the net asset share, which based on the amount (ii) $%@l¢( EPESHMBREPEER
attributable to the parent company in the consolidated financial DRINSEAER  IRFREOITEF
statements of associates and shareholding ratios. The amount in the ﬁ?f’w HEDEAMHTHRERTNS
consolidated financial statements of associates considers the fair value BEERTINBRARBREDEAPFRFE
of the identifiable net assets and liabilities of the associates when the ENBENAABEARS —F5BES
investment is obtained and the impact of unified accounting policies. T o

(i) Other adjustments include unrecognised excessive losses and etc. (i) EMAZRSESEARRANBESES -

SEGMENT INFORMATION + 2WEE

The chief operating decision-maker (“CODM") of the Group has been AEBRSLEERRETCEANTEERELEY
identified as the Executive Directors and senior management led by the BETHNSREEE - EEEEMNIBIRE AL
chairman of the Company. The management reviews the Group's internal HEBERSIEER - EBEEER LR EERD
reporting in order to assess performance and allocate resources. The IR o

management has determined the operating segments based on these

reports.

The management considers the Group conducts its business within one EHERANEBRER —@ETERSEER - A
business segment — the business of operating an airport and a hotel and EPBEE—EES REEDEWIREAEER
provision of related services in the PRC and the Group also operates within %o B ARASENKREEEREFE  H
one geographical segment because its revenue is primarily generated from BENMIATE - AEEER — @b g S5
and its assets are located in the PRC. % e
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated)( B % B 855) - = 8B BN RET)

8 RELATED PARTIES AND RELATED PARTY
TRANSACTIONS

(1) Information of the parent company
(a) General information of the parent company:

Place of registration

N BBTERERRERS

(1) BQFEHER
(a) BAREXREBR :

Nature of business

=i it E a1
Haikou Meilan Haikou, Hainan Province Air transportation and ground handling services
HOER BEAEA™ TR 22 i ) N 3 [ 3B AR A

(b) Registered capital and changes in registered capital of the
parent company:

(b) BAREMEARERL :

31 December 31 December

2020 2019

20204 20194

12831H 12H31H

Haikou Meilan EOERE 4,248,629,699 4,248,629,699

In November 2020, Hainan Development Holdings Co., Ltd transferred all
its 18.23% equity in Haikou Meilan to the State-owned Assets Supervision
and Administration Committee of Hainan Provincial Government (“Hainan
SASAC"). After this transfer and as at 31 December 2020, 29.98% equity
of Haikou Meilan was directly and indirectly held by the Hainan SASAC who
would become the largest shareholder in Haikou Meilan.

On 13 February 2021, Haikou Meilan has been included in HNA Group
Substantial Consolidated Restructuring.

(c) The percentages of shareholding and voting rights in the
Company held by the parent company:

M20206F 118 - BEAERERBRATHE
FiEANENXEE18.23%MKRIESBERLT
HMABNBREEEEBERZES((EmEARE
%) ANRAREEEZ RR2020F12H318 -
HREBRAZEENEERFEEOEM29.98%
RIRRAE - BB OEBME —KIRE °

MR2021F3A13H » BAEZEENAEHEEE
BEEPEE -

(c) BRATEADBMFERLHIMRAE
Eef

31 December 2020 and
31 December 2019
2020%12H31H K 20195128311
Shareholding (%) Voting rights (%)
B2 L (%) FIRRELLB(%)

Haikou Meilan O ERH

50.19 50.19

(2) Information of subsidiaries
The general information and other related information of the subsidiaries are
set out in Note 6(1)(a).
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated)( B % FIsL855) - 2 BB E 7 BN RET)

8 RELATED PARTIES AND RELATED PARTY N BEHIFBRERERZw
TRANSACTIONS (Continued)

Information of other key related parties

(3) HitbEZEEBLHER

Relationship with the Group
BRI MR B

HNA Group

AMmEE

Hainan Traffic Administration Holdings Company Limited
(“Hainan Traffic Holdings")

B EERERAR(DERZER])

Hainan SASAC
HHEREZ

Haikou Meilan International Airport Passenger Transport Co., Ltd.

Has significant influence on the parent company

HEARAEATE
Has significant influence on the parent company
HEARAEATE

Has significant influence on the parent company

HERNRBEARE

Under control of parent company

("Airport Passenger Transport”)

BOEMBBEESEERREEAR(HISEE] Z &R RIRYIE S
Hainan Airlines Under control of Hainan SASAC
Mz ZEEEAE L

Under control of Hainan SASAC
XEEEEE R

Tianjin Airlines Co., Ltd. (“Tianjin Airlines”)

REMZEBEREEAR(REMZE]D

Under control of Hainan SASAC
ZEmE HE T

Lucky Air Co., Ltd (“Lucky Air")
EMEBEMEEREETAR(EHREED

Under control of Hainan SASAC
XA EEZ T

Guangxi Beibu Gulf Airlines Co., Ltd (“Beibu Gulf Airlines”)
BEEit AR EMZE AR E QA (L EREmZE])

Under control of Hainan SASAC
XgmARE

Chang An Airlines Co., Ltd. (“Chang An Airlines")
REZMEBREARA(REME])

Under control of Hainan Traffic Holdings
g el bty

Yangpu Guoxing Construction Co., Ltd. (“Yangpu Guoxing”)
BB T2 R AR AR (DF MR )

Under control of HNA Group
6 i 5 B A 2

Hainan HNA Property Management Co., Ltd. (“HNA Property”)
BrEEMMEERERNBRAR(EMMED
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For the year ended 31 December 2020 20204 &
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8 RELATED PARTIES AND RELATED PARTY N BBRIFBERERERXZw

TRANSACTIONS (continued)

(3) Information of other key related parties (Continued) (3) HtxEEBH S HBER@®

Relationship with the Group

SRS E YRR 1R

Hainan Airlines Food Company Co., Ltd. (“HNA Food")
BEMZERGERAG(EMRM])

HNA Group Finance Company
BRI A A

HNA Safe Leasing Co., Ltd (“HNA Safe")Nete
AmEEAEREARAR(EMBED®

Western Airlines Co., Ltd. (“Western Airlines”)
M ZEEREELE (FEBMZE])

HNA Cargo Co., Ltd. (“HNA Cargo”)
EMEEERAB(EMEE]

Honor (Sanya) Aviation Service Co., Ltd. (“Honor Sanya”)

g CEEMERBERARA(ERE=E))

Eking Technology Co., Ltd. (“Eking Technology")
SMBHERH AR DB SMEHL)

HNA Holding Group Co., Ltd. (“HNA Holding"”)
BMEXSEERAREMEE]D

Suparna Airlines Co., Ltd. (“Suparna Airlines”)
eEMERNBR AR (S EMZED

Hainan New Generation Lottery Co., Ltd.

BEFEFEERA

Hainan Townfree Currency Exchange Co., Ltd (“Townfree Exchange”)Note2

BEBESEERERAR(GRER R
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Under control of HNA Group
X8 A B Ay

Under control of HNA Group
8 i 5 B B 122

Under control of HNA Group
G E &z

Under control of HNA Group
8 i 5 B 2

Under control of HNA Group
6 i 5 B 22

Under control of HNA Group
X8 i 5 B Ay

Under control of HNA Group
8 i 5 B w9 12

Under control of HNA Group
8 5 B 2

Under control of HNA Group
6 i 5 B 12

Under control of HNA Group
X8 A B A

Under control of HNA Group
8 i 5 B B 22



NOTES TO THE FINANCIAL STATEMENTS

B 75 R 5% B

For the year ended 31 December 2020 20204 /&

(All amounts in RMB Yuan unless otherwise stated)( B % FIsL855) - 2 BB E 7 BN RET)

N BEHIBERERRERZw®

8 RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (continued)

(3) Information of other key related parties (Continued)

(3)

HttEEZBEHS BN @

Relationship with the Group

BRI R
HNA Tourism Group Co. Ltd. (“HNA Tourism™) Under control of HNA Group
EmikESEEER AR (DEMRED eSS

Hainan Airlines Sales Co., Ltd.

BEENMEHERRAR

Hainan Traffic Service Co., Ltd. (“HTS")
R AR A R A R (A bk 22 i])

Beijing Capital Airlines Co., Ltd. (“Capital Airlines”)
IREWMMEBRAR(EEHMZED

Hainan HNA China Duty Free Merchandise Co., Ltd. (“HNA China Duty Free")

BrEBHTRRHAARIE (SR 2))

Note 1: HNA Tourism transferred control of HNA Safe in July 2019, after which the
company ceased to be a related party of the Group.

Note 2: Townfree Exchange was sold in October 2020, after which it is no longer a
related party within the Group.

FF

B

2

Under control of HNA Group
8 i 5 B B 122

Under control of HNA Group
8 i 5 B w22

Under control of HNA Group
6 i 5 B 12

Under common control of HNA Group and
other companies

s B E E b 2 A A H RS

1 BMIKRER2019F7 B EE T IBM B AR ES
B ZBRZRATBRAEERBT -

iH2 . BERBMBETR2020F10AHE - ZB%
RATHREEREET -
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated)( B % B 855) - = 8B BN RET)

8 RELATED PARTIES AND RELATED PARTY N BHITBARRERXS®

TRANSACTIONS (continued)
(4) Significant related party transactions (4) EXBEBRS
(a) Pricing policies (a) EEBX

The Group’s pricing on goods purchased from related parties, and services REEM@AR T RENERUR B @B XS
i‘%%ﬁﬁﬁﬁﬁf?ﬂzﬁ**ﬁ%E’UFT&LAm%ET&T’EEE
BER  AEEFHREBEESINTFEROFELE
?:’ﬁ%ﬁf%ﬁﬁﬁﬂﬁ%&ﬂ—?%%ﬁ’rﬁ%%{éﬁﬁm o

provided to or received from related parties are based on market price. The
interest rates of deposits maintained with related parties of the Group are
mutually agreed by taking into consideration of deposit interest rates of
commercial banks over the same period.

(b) Purchase of goods or receiving of services (b) RBEVIIZEZEK
2020 2019 2020 2019
2020 E 2019F 20205 E 2019
The Group The Group The Company  The Company
rEH REH b NN RAR]
HNA Property R IRZIES 56,987,974 54,464,364 53,403,587 50,575,833
Haikou Meilan AR 31,008,189 30,354,548 23,413,455 24,018,213
Eking Technology SMBHE 8,310,625 6,637,494 8,310,625 6,637,494
HNA Safe EREE - 1,647,117 - 1,406,981
96,306,788 93,103,523 85,127,667 82,638,521

(c) Rendering of services (c) =itz

2020 2019 2020 2019
2020 E 2019F 20205 2019F E
The Group The Group The Company  The Company
rEH REH b NN RAR]
Hainan Airlines BEMmZE 168,136,751 206,161,310 167,838,785 201,675,752
Capital Airlines B E 57,131,917 73,618,894 57,131,917 62,395,968
Tianjin Airlines REMZE 28,103,943 51,534,835 28,103,943 39,530,925
Beibu Gulf Airlines Jb &R & = 21,699,121 26,840,766 21,699,121 20,107,190
Lucky Air Eayeape 13,155,722 15,902,546 13,155,722 13,837,281
Suparna Airlines S PEMZE 5,647,080 463,798 5,647,080 =
Chang An Airlines K&z 4,492,644 2,861,467 4,492,644 2,861,467
HNA China Duty Free B R 4,439,348 12,522,958 4,439,348 12,522,958
Western Airlines FaEbAn 2= 4,007,376 6,577,461 4,007,376 6,504,301
Honor Sanya BE= 2,161,435 2,323,535 2,161,435 2,323,536
HNA Cargo BMEE 788,509 4,032,040 - =
Others Hi - 23,340 - =
309,763,846 402,862,950 308,677,371 361,759,377
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated)( Br 45 5t 8551 » & #EE 7 BARKT)

8 RELATED PARTIES AND RELATED PARTY N BHITBARRERXS®
TRANSACTIONS (continued)

(4) Significant related party transactions (Continued) (4) EXRBBRXZ @
(d) Leases (d) #H=E
Lease income recognised in the current year with the Group as the lessor: REBEALHETEFERANHEERA -
2020 2019 2020 2019
20205 & 2019 & 20205 & 20195 &
The Group The Group The Company  The Company
rEE REH ARAT PIN/NG
Hainan Airlines ATz - 4,224,000 - 4,224,000
Ruigang Logistics IS Y - = 11,366,524 27,602,070
Meilan Airport Hotel Company EMMIZIHIE QA - = 9,896,819 11,916,697
Meilan Freight EWEE - = - 1,860,874
Others HAith 24,640 2,617,718 24,640 2,617,718
24,640 6,841,718 21,287,983 48,221,359
Increase of right-of-use assets in the current year with the Group as the REBIEREAMTEEMGAEREEE -
lessee:
2020 2019 2020 2019
2020F E 20196 F 20205 & 20196 F
The Group The Group The Company  The Company
rEE AEH ARAT ANAF]
Haikou Meilan BOER 60,156,121 19,043,478 60,156,121 -
Interest expenses on lease liabilities in the current year with the Group as the AEEEREFEAFEFAENHEEBGERN X
lessee: i
2020 2019 2020 2019
2020F & 20195 [F 20205 20195 €
The Group The Group The Company  The Company
KEE rEHE b YN ¥iN/NS]|
Haikou Meilan mES| 590,209 358,342 245,637 -
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated)( B % B 855) - = 8B BN RET)

8 RELATED PARTIES AND RELATED PARTY N BEHIBERERRERZw®
TRANSACTIONS (continued)
(4) Significant related party transactions (Continued) (4) EXRBBRXZ @
(e) Co-borrowing (e) HEMER
2020 2019
Haikou Meilan BOER 2020 E 20195
- Drawn down during the year - REBATE - 552,000,000
— The ending balance of the loan - ERERE 3,232,000,000 3,232,000,000
For details, please refer to Note 8(6)(c). FAIERES RHEE/\B)C) °
(f) Guarantee received (f) BEZER
2020 2019
20205 E 20196 €
Haikou Meilan eS| 406,524,100 407,622,227
Haikou Meilan provided guarantees for the short-term borrowings and BOERARQRNEBRERNETEREME
entrusted loans to the Company. Details are set out in Note 4(14) and Note BEMRBER - FABRF2RAMEE(14)A
4(23)(b). B 5EPT(23)(b) °
(g) Interestincome (g) FEYA
2020 2019 2020 2019
20205 2019 % 2020 20195 %
The Group The Group The Company  The Company
ARE A%HE eI AAT
HNA Group Finance Company SR A R 1,042,762 1,733,643 1,042,762 1,733,643

The interest rates on the above interest income are mutually agreed by taking
into consideration of deposit interest rates of commercial banks over the

L RB M A BRI 2R 2 7 SR T R R A R R
RET HERIEE

same period.
(h) Remuneration of key management (h) EAREIEABHH
2020 2019
2020F E 2019 &
Remuneration of key management AR E IR A B H 6,094,538 4,470,856
Key management personnel include executive directors, non-executive PARTEABREARBIRNITES « IERNTE
directors, president, vice president, company secretary, chief financial officer T8 2eH ARNE  UBKAENE
and supervisors of the Company. Fo
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 2020% /&
(All amounts in RMB Yuan unless otherwise stated)( Br 45 5t 8551 » & #EE 7 BARKT)

RELATED PARTIES AND RELATED PARTY N\ BEEEARRE

TRANSACTIONS (continued)
Significant related party transactions (Continued) (4) EXRBBRXZ @

Emoluments of directors and supervisors (i) EEREEZFHH
Emoluments of directors and supervisors for the year ended 31 December 2020F EBNEERESHFHFMNT :
2020 were as follows:

X5 m

Remunerations
paid in respect

of accepting Remuneration paid for
office as other services in connection
director or with the management of
supervisor the affairs of the Company
REMER
ESHEE-R
MXAH#HE REBRAAMIAHHE
Salary, housing
allowance,
other allowance
and benefits- Discretionary
Remuneration in-kind Pension bonuses Total
e BEEEE-
Hep2EEA
Name i3 e ENFE EESHEMR Mgk Rt
Wang Zhen T &5 - 944,353 2,738 141,000 1,088,091
Wang Hong T % - 654,695 2,738 141,000 798,433
Wang Hexin TEH - 567,555 2,738 141,000 711,293
Yu Yan B 3 - 570,855 2,738 141,000 714,593
Xing Zhoujin mE< - 705,233 2,738 141,000 848,971
Chan Nap Kee, Joseph (Note (i)) (Note (i)} FRZZ (BE()) (P& i) 61,540 - - - 61,540
Yuan Yubao (Note (i) (Note (i) ERGEINICE) - 20,985 - 3477 24,462
Yan Xiang (Note i)} (Note (i) R (BEEG) (=L () 61,540 - - - 61,540
Tu Haidong (Note (i)) (Note (i) ISR (R EE()) (rEm) - - - - -
Fung Ching, Simon (Note (ii) SHAE (M Gi) 136,765 - - - 136,765
George F Meng (Note (ii) HEE () 136,765 - - - 136,765
Deng Tianlin (Note (ii) ﬁ‘ﬁ%WﬂﬁE(n)) 136,765 - - - 136,765
He Linji (Note (i) (PR 136,765 - - - 136,765
Liao Hongyu (Note (ii)) F‘WI%(WE(HU) - 462,348 2,738 141,000 606,086
Liu Guiling (Note (i) BIEERR (PR (i) - 455,130 2,738 139,000 596,868
Zhang Shusheng (Note (i) (Note (ii) SR (F3E0)) (P 23,224 - - - 23,224
Hu Yunyun (Note (i) (Note (iii) B (PRE ) (PRE (i) - 9,480 - 2,897 12,377
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NOTES TO THE FINANCIAL STATEMENTS
B 75 5 5% BT

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated)( B % B 855) - = 8B BN RET)

8 RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (continued)

N BEHIBERERRERZw®

(4) Significant related party transactions (Continued) (4) EXBERZ @
(i) Emoluments of directors and supervisors (Continued) (i) E=REZFM@

2019F EBMNEEREENFHMOT «

Emoluments of directors and supervisors for the year ended 31 December
2019 were as follows:

292

Remunerations
paid in respect of Remunerations paid for
accepting office other services in connection
as director or with the management of
supervisor the affairs of the Company
REREE
ESQEER
% #HE REBRARAM A

Salary, housing
allowance, other

allowance and Discretionary
Remuneration  benefits-in-kind Pension bonuses Total
e BEEY
HiRBEA

Name ez e EWFE  BELSEER higks ChH
Wang Zhen T & - 656,485 35,074 36,000 727,559
Tu Haidong (Note (i)) (Note (ii) ISR (B EEG) (s = 39,331 4,351 = 43,682
Wang Hong BN - 542,740 35,074 36,000 613,814
Liao Hongyu (Note (iii)) AT (P i) - 145,609 24,257 36,000 205,866
Wang Hexin TEH = 468,098 35,074 36,000 539,172
Yu Yan B 3 - 469,615 35,074 36,000 540,689
Xing Zhoujin mEE - 563,490 35,074 36,000 634,564
Chan Nap Kee, Joseph (Note (i)) (Note (i)} FRZZ (B3 () (B &) 63,235 = = = 63,235
Yan Xiang (Note i)} (Note (i) e GRINGE) 63,235 = = = 63,235
Fung Ching, Simon (Note (ii) I (= Gi) 136,765 = = = 136,765
George F Meng (Note (ii) AEE () 136,765 = = = 136,765
Deng Tianlin (Note (ii)) B RN (B (i) 136,765 - - - 136,765
He Linji (Note (ii)) R (i) 136,765 - - - 136,765
Liu Guiling (Note (iii)) BIEERR (PRE (i) - 397,099 35,074 36,000 468,173
Zhang Shusheng (Note (i)) (Note (ii) o328 (P ) (Pitzeeen) 23,810 = = = 23,810
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NOTES TO THE FINANCIAL STATEMENTS

B 75 R 5% B

For the year ended 31 December 2020 20204 /&

(All amounts in RMB Yuan unless otherwise stated)( B % FIsL855) - 2 BB E 7 BN RET)

RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (Continued)

Significant related party transactions (Continued)
Emoluments of directors and supervisors (Continued)

Mr. Chan Nap Kee resigned from non-executive director on 23 December 2020;
Mr. Yuan Yubao was appointed as non-executive director of the Company on
23 December 2020; Mr. Yan Xiang resigned from non-executive director on 23
December 2020; Mr. Tu Haidong resigned from the president on 25 March 2019
and resigned from executive director on 3 June 2019 and was appointed as non-
executive director on 23 December 2020; Mr. Zhang Shusheng resigned from
independent supervisor on 23 December 2020; Mr. Hu Yunyun was appointed as
independent supervisor on 23 December 2020.

Mr. Tu Haidong, Mr. Yuan Yubao, Mr. Fung Ching, Simon, Mr. George F Meng,
Mr. Deng Tianlin and Mr. He Linji are non-executive directors of the Company.
Mr. Chan Nap Kee and Mr. Yan Xiang are former non-executive directors of the
Company.

Mr. Liao Hongyu, Mr. Hu Yunyun and Mrs. Liu Guilin are supervisors of the
Company. Mr. Zhang Shusheng is a former supervisor of the Company.

Except that Mr. Tu Haidong, Mr. Yuan Yubao and Mr. Hu Yunyun waived the
remuneration of directors or supervisors, no other directors or supervisors
waived or agreed to waive any emoluments during the year.

For the year ended 31 December 2020, no emoluments were paid by the
Company to the directors and supervisors as an inducement to join or upon
joining the Company or as compensation for loss of office (2019: Nil).

The five individuals whose emoluments are the highest
The five individuals whose emoluments were the highest in the Group for

2020 included five directors (2019: Five directors) whose emoluments were

reflected in the analysis presented above.

— & — &
= =
— ===

AN

(4)
(i)

BHITBRERERS®

BEREABRRS @

)
EEREEHFMN@
BT -

(i) PR E £ 2020F 12 A23 B EMEQ RIFEAIT
BE A EBREN2020F 12238 8 A A
JEMITES ¢ A AER2020F12 4238 HFE
NEIFERITES + RIERILER2019F3A25
BEE4E, - R2019F6 A3BHEHITES
202012 4238 A RIEMITES © Kl
B A R2020F 12 A23 B EMEA R B ES
BB E L 2020 12 A23A B AR B B
g °

(i)  BRBRFEE HEELLE  BAELE REE
T BRMEENARE EERRRFEART
BE RUASEMBEALEERRBRIFRT
B=-

(i) BUFEE  PHEBLENIERZLIR/AT
EF - RAELEERDAFES -

RERTRBERELE  REBRENPEELSE
MEZEEXEEHMIN  REEMESRESER
ZHREREEFAME -

HZE2020F12A31BLEFE » AR AT ERE
EREETHERIERRSIEMALRRARIRIER
BERL A (B A FEN (20195 « &) -

N Ex S AV AT B

2020F EAEEFMEFOANANLA TR
AUEFQ019FE A EF) - AHFMORB
LRS-
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &

(All amounts in RMB Yuan unless otherwise stated)( B % B 855) - = 8B BN RET)

8 RELATED PARTIES AND RELATED PARTY

TRANSACTIONS (continued)

(5) Significant receivables from and payables to related

parties

(a) Cash at bank and on hand

(a)

31 December

AN

(5)

HETRERRER S @

ERABLEY - BNFRIASRE

31 December

31 December

31 December

2020 2019 2020 2019

20205 20194 20204 20194

128318 12831H 128318 12A31H

The Group The Group The Company  The Company

rEH AEH KA RAR]

HNA Group Finance Company MR R 34,499,137 170,878,427 - 157,828,228
(b) Accounts receivable (b) FEUWERFX

31 December 31 December 31 December 31 December

2020 2019 2020 2019

20204 20194 20204 20194

12831H 12831H 12A31H 12A31H

The Group The Group The Company  The Company

EE REH AATF A R]

Hainan Airlines R ZE 35,547,619 75,600,531 32,993,984 69,611,202

Capital Airlines s 8,262,337 33,564,750 4,752,007 23,695,553

Tianjin Airlines RAEMZE 6,148,459 25,198,216 2,229,015 13,018,063

Beibu Gulf Airlines b EBE Mz 6,530,564 11,738,494 2,638,308 6,267,304

HNA China Duty Free pisEi ko) 3,479,329 1,259,727 3,479,329 1,259,727

Lucky Air EmHNE 2,708,791 7,606,061 2,371,041 5,544,229

Suparna Airlines 2Bz 709,050 2,795,538 515,597 2,451,724

Chang An Airlines RZMZzE 544,873 1,240,466 510,764 1,240,466

HNA Food MR 484,634 487,261 484,634 487,261

Western Airlines FEEb Az 443,183 2,583,993 418,851 2,536,339

HTS AR 323 254,342 1,271,710 254,342 1,271,710

HNA Cargo BMEE 59,566 4,153,001 - =

Ruigang Logistics A - = 69,193,740 56,482,005

Meilan Airport Hotel Company EHMIZIEIE QA - = 43,508,696 34,750,228

Others EAth 1,012,213 1,647,707 1,006,509 1,334,432

66,184,960 169,147,455 164,356,817 219,950,243
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 2020% /&
(All amounts in RMB Yuan unless otherwise stated)( Br 45 5t 8551 » & #EE 7 BARKT)

8 RELATED PARTIES AND RELATED PARTY N BEBIBREREXZ®

TRANSACTIONS (continued)

(5) Significant receivables from and payables to related  (5) EXKEES U - BT FIBEREE
parties (Continued) (480

(c) Other non-current assets — prepayment for equipment (c) HMIERBEE - ANRMER

31 December 31 December 31 December 31 December

2020 2019 2020 2019

20204 20194 20205 20194

124318 128318 128318 12A31H

The Group The Group The Company  The Company

rEH AEH ¥ /N PiN/NE

Eking Technology S 2,495,556 1,837,985 2,495,556 1,837,985
(d) Other receivables (d) HALFEWFR

31 December 31 December 31 December 31 December

2020 2019 2020 2019

20204 20194 20204 20194

128318 128318 128318 12A31H

The Group The Group The Company  The Company

EE rEHE ¥ /N ¥N/NE]|

Hainan Airlines R ZE 3,153,561 6,250,995 3,153,561 6,250,995

Capital Airlines BEMZE 468,148 2,272,448 468,148 2,272,448

Airport Passenger Transport ISR IE - 712,692 - 712,692

Meilan Airport Hotel Company EMMIZIHIE QA - = 58,849,160 31,634,695

Others EHAh 220,517 832,928 220,517 665,039

3,842,226 10,069,063 62,691,386 41,535,869
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B 75 R 5% BT &

For the year ended 31 December 2020 20204 &

(All amounts in RMB Yuan unless otherwise stated)( Br #5855 + & #EE7 BARBTT)

8 RELATED PARTIES AND RELATED PARTY

TRANSACTIONS (continued)

(5) Significant receivables from and payables to related

parties (Continued)
(e) Accounts payable

(e)

31 December

(5)

N BEHIBERERRERZw®

ERABLEY - BNFRIASRE

()
FE 14 BR X

31 December

31 December

31 December

2020 2019 2020 2019
20204 20194 20204 20194
12831H 12A31H8 12831H 12A31H
The Group The Group The Company  The Company
rEE AEH ARAF ANAF]
HNA Property Y 2 58,064,011 60,865,447 58,063,552 60,082,238
Eking Technology S 20,383,228 13,786,554 20,378,628 13,781,954
HNA Food BRR G 762,003 3,004,402 762,003 3,004,402
Others Hh 3,045,036 2,236,051 3,086,979 1,761,341
82,254,278 79,892,454 82,291,162 78,629,935

(f) Other payables (f) HEHAEMSR
31 December 31 December 31 December 31 December
2020 2019 2020 2019
20204 20194 20204 20194
12831H 12A31H 12831H 12A31H
The Group The Group The Company  The Company
rEE AEH PN ANAF]
Haikou Meilan HOER 1,708,869,871 36,103,342 1,697,000,782 =
HNA Group SRR 100,002,622 2,622 100,002,622 2,622
Meilan Passenger Transport EHRE 64,498,694 = 62,858,694 =
Hainan Airlines A 10,616,541 10,253,153 10,153,680 10,153,680
Eking Technology SMBHE 6,510,006 9,840,901 6,510,006 9,840,901
Yangpu Guoxing VR R £ 3,941,603 4,143,989 3,941,603 4,143,989
HNA Food BRR 243,284 243,284 243,284 243,284
HNA Property NERRYES 2,027,666 4,147,620 15,000 5,000
Meilan Freight EHEE - = 14,285,645 =
Others Hith 1,277,720 1,408,100 1,187,720 1,050,000
1,897,988,007 66,143,011  1,896,199,036 25,439,476
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 2020% /&
(All amounts in RMB Yuan unless otherwise stated)( Br 45 5t 8551 » & #EE 7 BARKT)

8 RELATED PARTIES AND RELATED PARTY N BEBIBREREXZ®

TRANSACTIONS (continued)
(5) Significant receivables from and payables to related  (5) EXKEES U - BT FIBEREE

parties (Continued) (480

(g) Long-term payables (g) REIEMAR
31 December 31 December 31 December 31 December
2020 2019 2020 2019
20204 20194 20204 20194
12831H 128310 128318 12A31H8
The Group The Group The Company  The Company
REH rEH ¥ NN ANAR]
HNA Group B E 678,004,125 681,004,125 678,004,125 681,004,125
Haikou Meilan B0 190,128,973 190,128,973 190,128,973 190,128,973
Ruigang Logistics SR - = - 205,828,026
Meilan Freight EHEE - = - 120,002,449

868,133,098 871,133,098 868,133,098 1,196,963,673

(h) Directors’ emoluments payable (h) EENESHM
31 December 31 December 31 December 31 December
2020 2019 2020 2019
20204 20194 2020%F 20194
12A31H 12A31H 12A31H 12A318
The Group The Group The Company  The Company
AEE AEH ¥ /N PiN/NE
Directors’ emoluments B 695,963 520,000 695,963 520,000

(i) Lease liabilities (i) HEE®RE

31 December 31 December 31 December 31 December

2020 2019 2020 2019

20204 20194 20204 20194F

12831H 12A31H 12831H 12H31H

The Group The Group The Company  The Company

REEH rEHE AAE] ¥iN/NE]|

Haikou Meilan HOER 62,387,987 11,641,659 60,401,758 =
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8

(6)

298

RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (Continued)

Significant asset acquisition and cooperative
investment project with related parties

Terminal Expansion Project

On 26 August 2011 and 12 December 2012, the Company entered into a
Land Use Right Transfer Agreement and an Investment and Construction
Agreement with Haikou Meilan in respect of construction of an international
terminal, expansion of west gallery of the terminal and a number of ancillary
projects in the Meilan Airport (the “Terminal Expansion Project”).

Pursuant to the Land Use Right Transfer Agreement, in order to facilitate the
construction of the Terminal Expansion Project and the possession of relevant
property ownership certificate(s) as a whole by Haikou Meilan, the Company
will transfer the land use rights for a site area of approximately 125 Mu to
Haikou Meilan at a consideration of RMB31,289,734. As at 31 December
2020, the Company had received the consideration of land use right transfer
of RMB31,128,973 from Haikou Meilan.

Pursuant to the Investment and Construction Agreement, Haikou Meilan
is responsible for the completion of the Terminal Expansion Project, and
undertakes that, upon completion of the construction of the Terminal
Expansion Project and before the transfer of the assets of the Terminal
Expansion Project to the Company, Haikou Meilan shall not transfer or
dispose of any assets of the Terminal Expansion Project to any third party,
and the Company is exclusively entitled to operate the Terminal Expansion
Project. The construction of the international terminal and the auxiliary
projects, and the west gallery expansion project and the auxiliary projects
have been completed and put into use in 2013 and 2015 respectively (Note
4(8)). As at 31 December 2020, the settlement of land considerations and
property ownership certificate(s) of these projects were still in progress.

AN

(6)

BHITBRERERS®

EABEBIEEWBREIERE
HAH

fribiEE T2

MR2011F8HA26H 20125128128 » AR A
B OEERERZHEISEEMIE - g
PRt BR i T2 LA R E A i35 IR E TR 9 BIFT L
T T RREEE RS R A BRI

RIELHEAESEGE  AQRARARE
31,289,734 L HIE RGO EHEEA R AL
125mA A b A - LAERIE D EMETM
WIEREETIRETIREREEBREMMBEZRE
E® - HZE2020F12A318 - AQARE K&t
KWEBOEMI AL EREESRERARE
31,128,9737T °

BEREERHE  SOEPEEKZER B
TER  WEHENZBERIEEAAAREE
ZIEB CAER  TERERE=ZFEHEgLE
ZEE 2EMEE  BARTZAKEZAERZ
BREN - ZBEPHBEEMBERREETRE
MR R EETIRREEIRE SR
20134 M2015%F 58 T & A {3 A (B 3E00(8)) -
#H1E2020512A318 - HEEENLHREE
FERERE MTEHHEF o
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2020 20204 /&
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N BEHIBRERRERZ®

RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (continued)

Significant asset acquisition and cooperative 6) EAMBAIEEWBRESERE
investment project with related parties (Continued) 15 H @)
Terminal Complex Project (b) WhAIZREEE
31 December 31 December
2020 2019
20205 2019%F
12A31H 12A31H
Construction payable to settle through LA B R BRI RBRE S 2
Yangpu Guoxing TR 423,193,007 458,644,677
As at 31 December 2020, according to the construction service agreement HZE2020F12A31H 1L @ BIEBWMATARGEBER
of Terminal Complex Project and the three-parties agreement signed by RIS WA KA QG  FEBREME TUhATRA
the Company, Yangpu Guoxing and related Terminal Complex Project BIRFEER(IEXERDESEN=71n%
constructors (“project constructors”), the Company had made payments AABE RSB FAEERAZELRARES
totalling RMB1,358,255,266 to the project constructors through Yangpu TR AR®E1,358,255,2667T © AR &k
Guoxing. According to the budget of Terminal Complex Project and related AR EBIREBERBHREEENTIRESR K
signed construction agreement, the Company estimated to make payments ARTEF A HRESZRAFHEERHRH
totalling RMB423,193,007 through Yangpu Guoxing to related project TRAEBINNIERAARKA23,193,007
constructors in future. 7 ©
Phase Il Expansion Project (c) —HAE®EIEE
On 21 August 2015, the Company and Haikou Meilan entered into an M2015F8A21H + A B H)E O /5t £ Rl &
investment and construction agreement in respect of the joint construction BOHRBEEBEIUREERHRE  ATESS
of Phase Il Expansion Project, which has specified the allocation of the BEREENSIEAREARIER 2HEEEN
construction sub-projects and the ownership of the relevant assets of HEERE  KAABARMIGERBRRE 8
sub-projects constructed by the two parties respectively. The Company A SRR IS M8 AR M - ARG DX/
undertakes the construction of terminal building and related facilities, and ER—HIERER v HENREK  BRAARER
Haikou Meilan undertakes the construction of airport runway and related HABEEENKARAS - BARRLIEIER
facilities. Haikou Meilan is the legal representative of Phase Il Expansion REMBIEKABBEONE KT HEBFRIELN
Project as a whole, the contracts of the sub-projects constructed by the INE MEEERBESOERIN LMFIE -8
Company were signed by and the related construction fees were paid by OEMEERZHEE TR EBRIREARA A
Haikou Meilan on behalf of the Company. Haikou Meilan agreed to register EECBKASEERBEZHBEEZHA
the relevant assets constituting the sub-project constructed by the Company o BEETRRLMEREREFZCMERE
under the ownership of the Company after the completion of construction of - RARETAEERE - AERER - R
the Phase Il Expansion Project, including but not limited to the land use right ARBEEZCBRARREXNBEEZEERA
and the buildings. Meanwhile, Haikou Meilan irrevocably agreed, promised WERT - AR BB REBARSEOER S EAR
and confirmed that the Company has the right to occupy, use, benefit from HZ BERRPBEEEEENERT - 58 -
and dispose of the assets constituting the sub-projects constructed by the FA XRRHEERARARERBEEZEE -
Company without any payment to Haikou Meilan or restriction of laws and
regulations of China until the ownership certificates of the assets have been
registered under the name of the Company.
According to the investment and construction agreement, the budgeted BEEEERGH AR RIBEERITH B
costs of the parts to be constructed by the Company amounted to BESENAANRET 6B - 20205811
approximately RMB7.16 billion. On 11 May 2020, the Company signed a H  ARBIEEOXHEZ/ATME - A2 0
supplementary agreement with Haikou Meilan, the budgeted costs of the FRIADBRECEIEMEARKETSSET - B
parts to be constructed by the Company increased to RMB7.65 billion. As of 2020%12A31H + —HIEZEIEE T2 IEfEETT
31 December 2020, the construction of Phase Il Expansion Project was in Moo
progress.
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(c)
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RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (continued)

Significant asset acquisition and cooperative
investment project with related parties (Continued)

Phase Il Expansion Project (Continued)

Specifically for financing the construction of Phase Il Expansion Project,
Haikou Meilan, as the borrower, and the Company, as the co-borrower, have
entered into a syndicated loan agreement (the “Syndicated Loan Agreement”)
with China Development Bank, Industrial and Commercial Bank of China and
Agricultural Bank of China with a principal of RMB7.8 billion and a term of
20-years. As at 31 December 2020, the interest rate of the syndicated loan
was 4.96% (31 December 2019: 4.96%), and the interest was paid quarterly.
The principal should be repaid by installments starting 21 December 2022,
and the last repayment date is 21 September 2037. The Company and Haikou
Meilan jointly undertake the repayment obligation for each loan drawn down
under the Syndicated Loan Agreement and are jointly and severally liable for
the debt repayment (the “Joint Repayment Commitment”). The obligations
of Haikou Meilan stipulated in the Syndicated Loan Agreement, such as draw-
down and repayment, event of default and liability of default, are all applicable
to the Company.

The Company and Haikou Meilan entered into an agreement to specify the
allocation of a loan of RMB7.8 billion in the Syndicated Loan Agreement, and
the Company and Haikou Meilan are allocated RMBS3.9 billion respectively.
Other key terms of the agreement are set out below:

(i) The airport land use rights (Note 4(11)) and the buildings (Note 4(8))
of the Company were pledged as collateral for the Syndicated Loan.
Meanwhile, the Company agreed to pledge Phase Il Expansion Project
constructed and owned by the Company, including but not limited to
land use rights and buildings as the collateral for the Syndicated Loan.
The Company has not yet obtained the land use right certificates of the
Phase Il Expansion Project. The Company will complete the registration
of the pledge of assets after the land use right certificates are obtained.
Details of the construction in progress and prepaid land use rights of
the Phase Il Expansion Project of the Company are disclosed in Note
4(9) and Note 4(13), respectively;

(ii) Haikou Meilan pledged certain of its land use rights and buildings, and
agreed to pledge Phase Il Expansion Project including but not limited to
the land use rights and buildings land and aboveground buildings as the
collateral for the Syndicated Loan. Haikou Meilan has not yet obtained
the land use right certificates of the Phase Il Expansion Project. Haikou
Meilan will complete the registration of the pledge of assets after the
land use right certificates are obtained;

(i)~ HNA Holding (a shareholder who indirectly holds shares in Haikou
Meilan) provides guarantee for the whole Syndicated Loan.
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RELATED PARTIES AND RELATED PARTY
TRANSACTIONS (Continued)

Significant asset acquisition and cooperative
investment project with related parties (Continued)

Phase Il Expansion Project (Continued)

As of 31 December 2020, the draw-down of the Syndicated Loan totalled
to approximately RMB5.18 billion, of which Haikou Meilan has drawn down
RMB3.24 billion and the Company has drawn down RMB1.94 billion. In
addition, as the land use right certificates have not been obtained for the
Phase Il Expansion Project, the registration of the pledge of assets for the
Phase Il Expansion Project is not yet completed.

As of 31 December 2020, Haikou Meilan has triggered events of default
under the Syndicated Loan Contract. Furthermore, as HNA Group and its
certain related parties including Haikou Meilan were not able to settle their
debts in due course and were insolvent as a whole and these companies
are highly mixed, the Hainan Higher People Court ruled on the acceptance
of the substantial consolidated restructuring of HNA Group together with
Haikon Meilan and other related companies totalling 321 companies on
13 March 2021. In respect of the Syndicated Loan drawn down by Haikou
Meilan, as the Company is the co-borrower, the loan syndicate has the right
to require the Company to undertake the Joint Repayment Commitment and
repay the Syndicated Loan drawn down by Haikou Meilan in full, and the
Company has the right to claim for reimbursement from Haikou Meilan. The
Group has accordingly reclassified the principal amount of RMB1.94 billion of
syndicated loans drawn by the Company whose original maturity date is after
31 December 2021 to non-current liabilities due within one year (Note 4 (21)).
As of the date of these financial statements, the Company has not received
payment request from the loan syndicate. When estimating the expected
credit loss of the Joint Repayment Commitment, the Company applied
certain key assumptions under various scenarios, including whether the loan
syndicate would require the Company to repay the Syndicated Loan drawn
down by Haikou Meilan in full, the effectiveness of the pledge of the Phase
Il Expansion Project held by Haikou Meilan, the probability of successful
completion of the HNA Group Substantial Consolidated Restructuring, the
creditor settlement rates under various scenario and etc. Accordingly, the
Company has recognised “credit impairment loss — loss of Joint Repayment
Commitment” of RMB189,087,000 million in respect of the expected credit
loss of Joint Repayment Commitment for the year ended 31 December
2020, and “other current liabilities = Joint Repayment Commitment “ of
RMB189,087,000 as of 31 December 2020.
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9

10
(1)

307

CONTINGENCIES

The Company started to prepare for the issuance of additional domestic
shares and 200 million new H shares in 2016. On 29 September 2019, the
Company entered into a subscription agreement with Aero Infrastructure
Holding Company Limited (the “Applicant”), pursuant to which the Applicant
agreed to subscribe and the Company agreed to offer 200 million new
H shares of the Company provided that the pre-conditions, including but
not limited to the approval from China Securities Regulatory Commission
("CSRC") obtaining, can be fulfilled on or before 25 June 2020 or otherwise
being waived by the contractual parties. After entering into the subscription
agreement, the Company has carried out a series of actions to complete
the agreement. However, as of the expiry date of the authorisation, the pre-
conditions of the completion have not been fully fulfilled. On 23 December
2020, the Applicant filed an arbitration with Hong Kong International
Arbitration Center (“HKIAC") claiming that the Company had violated the
subscription agreement and requesting a compensation of damage not
exceeding HK$6,962 million and relevant arbitration fees. The Company is
of the view that the Company has not violated the subscription agreement
as claimed by the Applicant, and will take legal measures to raise a strong
defense during the arbitration process. As of the date of these financial
statements, the arbitration is in progress. After consulting the lawyer's
opinion, based on the available information, management is of the view that
the Company has no breach of contract as claimed in the arbitration notice
and the damage claimed by the Applicant will not be supported by HKIAC,
thus no provision has been made in the financial statements.

COMMITMENTS

Capital commitments
Capital expenditures contracted for but not yet necessary to be recognised on
the balance sheet

XESEHE
RAFR2016FHIAEFEILHRNERIL G &
ARG 3 N BB EIRTHAR - NA A HAero
Infrastructure Holding Company Limited ([E3z5
ADR20195F9 8298 7T T BRI 2ERITH
BRERERE - BEBBENTE - WERENE
LA 10 35 40 7E B 2 2B A B S R G (B IR B R R R
S BB E g I ) R R BIREN20205
6258 EMATSER k% AATR - RIEWH
EEER  ARREET —RITBETHE -
BEZREEIEERERB AT - ZE) R
KEEHME - HE AR2020F 128238 MEH
BIFR P E R O IRERME - RENARERRER
AW ERBEEESETBIB69.62(8F LUK
SRBATHER - AARRABATFERBA
FriliE R AREHZEAIER - WIRBUEREBISE
MERFHREE DG - BERMBREIE
WA - ZRMG TP - AAREEARE
ZMER  EREAMEESHNENRTHRNEE
BAR - ANAB WA FEME B ERAELTT
B BEEEREMEBABAETRTSBIMEE
M3 - B ERTREAE -

AHEIE

EXRMTHARSIE
EEOMETBEEERBR LI ERES
A

31 December

31 December

2020 2019

20204 20194

12A31H 12A318

Phase Il Expansion Project ZHAREETEE 286,427,145 2,802,013,072
Terminal Complex Project UhRTAR A BBIE B 45,390,845 63,773,751
Others Efh - 1,366,579
331,817,990 2,867,153,402
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11 EVENTS AFTER THE BALANCE SHEET DATE +t-&5E&8EXHREE

On 10 February 2021, the Hainan High People Court ruled on the acceptance
of the restructuring of HNA Group and other companies totaling 7 companies,
HNA Infrastructure and its 20 subsidiaries, and Hainan Airlines and its 10
subsidiaries based on the application of relevant creditors. On 13 March 2021,
the Hainan High People Court ruled on the acceptance of the substantial
consolidated restructuring of HNA Group and its related companies totaling
321 companies. Haikou Meilan, the parent company of the Company, HNA
Airport Holdings, an associate of the Company, and certain companies with
daily business transactions with the Group have been included in the above
restructuring.

As of the date of these financial statements, the restructuring is in progress.
The Company has considered the impact of restructuring on these financial
statements. Please refer to Note 2(1), Note 2(27), Note 4(1), Note 4(2),
Note 4(4), Note 6(2) and Note 8(6)(c) for relevant disclosures.

OPERATING LEASE PROCEEDS AFTER THE
BALANCE SHEET DATE

As the lessor, the undiscounted lease proceeds receivable after the balance
sheet date are as follows:

R2021F2 10888 E =R ARZERIBIZIER
BEEANEG  HEXEEMEESIRAG
EMEMEHE20R TR - SEMEREI10R
TREEAEE - R2021FE3A138 » BEE s
GARZERBEHEMEBMEINRARETE
BEHER  LEREESEARNTAR
GO - ANARIAE S QRIS TR R
AR NT A AEEBEIROAQF] -

BEABBRRIERER - LAEBRREFHE
ETH o ARREKABEE L EBRY AN
HEROPE  MEREFRME=() - W)
(27) ~ PREPE(1) ~ BREPH(2) ~ PREPH(4) ~ BFRESR
(2)FBFEENB)(C) ©

EEEERBRKEHE
EE
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31 December 31 December

2020 2019

20204 20194

12H31H 12A31H

Within 1 year —FENR 11,311,443 7,073,642
1to 2 years —H=4F 7,816,726 2,995,393
2 to 3 years ZRI=%F 191,574 277,480
19,319,743 10,346,515
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13 FINANCIAL INSTRUMENT AND RISK

(1)
(a)

304

The Group's activities expose it to a variety of financial risks: market risk
(primarily including foreign exchange risk, interest rate 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.

Market risk

Foreign exchange risk

The Group's major operational activities are carried out in Mainland China and
a majority of the transactions are denominated in RMB. The Group is exposed
to foreign exchange risk arising from the recognised assets and liabilities,
and future business denominated in foreign currencies, primarily with respect
to US dollars (“USD") and HK Dollars (“"HKD"). The Group continuously
monitors the amount of assets and liabilities, and transactions denominated
in foreign currencies, to mitigate the foreign exchange risk. Therefore, for the
year ended 31 December 2020 and 2019, the Group did not enter into any
forward exchange contracts or currency swap contracts.

As at 31 December 2020 and 31 December 2019, the carrying amounts in
RMB equivalent of the Group’s financial assets and liabilities denominated in
foreign currencies were summarised below:

t=

(1)
(a)

ERmITARERAR
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%20206F12 318 &%2019F12A31H - KR&EMH
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WE IR -

31 December 2020
2020%12AH31H

usbD Others Total
XTIEH HihshuE1g g &%
Financial assets denominated in INESREE
foreign currency
— Cash at bank and on hand -B¥ES 665 - 665
31 December 2019
2019412 A31H
uUsD Others Total
XtIEE E oM EETH B B
Financial assets denominated in INES BB E
foreign currency
- Cash at bank and on hand -BEES 618,207 15,592 633,799
Financial liabilities denominated in INE SR B E
foreign currency
— Short-term borrowings - RHER 523,215,000 = 523,215,000
- Other payables - MR 4,873,784 = 4,873,784
528,088,784 - 528,088,784
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tZEeMITARERERE®

13 FINANCIAL INSTRUMENT AND RISK (continued)

(1)
(a)

(b)

Market risk (Continued)

Foreign exchange risk (Continued)

As at 31 December 2020, the Group did not hold significant financial assets
or liabilities denominated in USD, and potential impact of foreign exchange
fluctuations to the Group is immaterial (31 December 2019: If RMB had
strengthened/weakened by 5% against the USD while all other variables had
been held constant, the Group's net profit would increase or decrease by
about RMB19,780,147).

Interest rate risk

The Group's interest rate risk mainly arises from long-term interest bearing
borrowings including long-term borrowings and long-term payables. Financial
liabilities issued at floating rates expose the Group to cash flow interest rate
risk, while those issued at fixed rates expose the Group to fair value interest
rate risk. The Group determines the relative proportions of its fixed rate and
floating rate contracts depending on the prevailing market conditions. As at
31 December 2020, the Group's Syndicated Loan was denominated in RMB
with a floating interest rate, of which the amount was RMB1,944,000,000 (31
December 2019: RMB1,944,000,000) (Note 4(21)).

The Group's finance department continuously monitors the interest rate
position of the Group. Increases in interest rates will increase the cost of new
interest bearing borrowings and the interest expenses with respect to the
Group's outstanding floating rate interest bearing borrowings, and therefore
could have a material adverse effect on the Group’s financial performance.
Management makes adjustments timely with reference to the latest market
conditions and may enter into interest rate swap agreements to mitigate
its exposure to interest rate risk. In 2020, the Group did not enter into any
interest rate swap agreements.

As at 31 December 2020, if the borrowing rate at the floating rate had risen
or fallen by 50 basis points, other factors remained unchanged and didn’t
consider interest expense capitalization, the net loss of the Group would
increase or decrease by about RMB7,290,000 (31 December 2019: The net
profit would decrease or increase by about RMB7,290,000).
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13 FINANCIAL INSTRUMENT AND RISK (continued)

(2)

306

Credit risk

The credit risk of the Group mainly arises from cash at bank and on hand,
accounts receivable, other receivables and the provision of joint repayment
commitment for the syndicated loan drawn by Haikou Meilan. On the balance
sheet date, the book value of the Group's financial assets has represented
its maximum credit risk exposure; The maximum off balance sheet credit
risk exposure is the maximum amount of RMB3,232,000,000 required for
Haikou Meilan to provide a joint repayment commitment for the drawn
syndicated loan. The expected credit loss recognised by the Group amounted
to RMB189,087,000 (Note 8(6)(c)) for the year ended 31 December 2020.

Except for the deposits in HNA Group Finance Company, the Group expects
that there is no significant credit risk associated with cash at bank and on
hand since they are deposited at state-owned banks and other medium or
large size listed banks with good reputation and high credit rating. The Group
does not expect that there will be significant losses from non-performance by
these banks. Details of the disclosure of credit risks exposed to the deposits
with HNA Group Finance Company were set out in Note 4(1)(a).

In addition, the Group has policies to limit the credit exposure on accounts
receivable and other receivables. The Group assesses the credit quality of
and sets credit limits on its customers by taking into account their financial
position, the availability of guarantee from third parties, their credit history
and other factors such as current market conditions. The credit history of
the customers is regularly monitored by the Group. In respect of customers
with a poor credit history, the Group will use written payment reminders, or
shorten or cancel credit periods, to ensure the overall credit risk of the Group
is limited to a controllable extent.

Please refer to Note 4(2) and Note 4(4) for further quantitative disclosure data
of the credit risk of the Group’s accounts receivable and other receivables
included in HNA Infrastructure Restructuring, Hainan Airlines Restructuring
and HNA Group Substantial Consolidated Restructuring.

As at 31 December 2020, the Group had no significant collateral or other
credit enhancements held as a result of the debtor's mortgage (31 December
2019: Nil).
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13 FINANCIAL INSTRUMENT AND RISK (continued)

t=

ERMTARERRE®

Liquidity risk (3) RENRK
Cash flow forecasting is performed by each subsidiary of the Group. The AEFBASTFARBEEBGNRERERA -
Group monitors rolling forecasts of the Group’s short-term and long-term AEBTEAS FRARReRETEANER L -
liquidity requirements to ensure it has sufficient cash and securities that CEEEAFEEREANRMANESH R - U
are readily convertible to cash to meet operational needs, while maintaining BREFAVNESHE  RINSFEERRSH
sufficient headroom on its undrawn committed borrowing facilities from EEABENORTE  REIZEMLBERSREMHE
major financial institutions so that the Group does not breach borrowing limits WEAESREARE  URERBNRENESH
or covenants on any of its borrowing facilities to meet the short-term and Koo
long-term liquidity requirements.
As of December 31, 2020, the risk assessment of liquidity that made by the M2020512A31H  ARRIEERELHRBMER
Company’'s management is detailed in Note 2 (1). M e b B EE=(1) »
The financial liabilities of the Group at the balance sheet date are (a) MEEBEXRA AEESBESmEEMN
analysed by their maturity date below at their undiscounted contractual A RNERBEREBZEINEB RN
cash flows: ™
31 December 2020
2020128318
Within 1 year 1to 2 years 2to5years  Over5 years Total
—FLR —E=% “HEE AFNLE &t
Short-term borrowings EHfER 402,217,000 - - - 402,217,000
Accounts payable FERTBR R 310,016,962 - - - 310,016,962
Other payables Hi MR 2,697,974,613 - - - 2,697,974,613
Syndicated Loans for the “HERIEEER
Phase Il Expansion Project FEER 2,039,256,000 - - - 2,039,256,000
Lease liabilities HEgE 36,461,397 23,730,199 65,134,689 - 125,326,285
Long-term payables RHERAR 889,393,073 19,486,151 15,052,241 10,295,149 934,226,614
6,375,319,045 43,216,350 80,186,930 10,295,149  6,509,017,474
31 December 2019
2019512 A31H
Within 1 year 110 2 years 210 b years Over 5 years Total
—E R —B—fF ZHREF AFENE At
Short-term borrowings REfER 935,113,007 = = - 935,113,007
Accounts payable JERTERR 310,339,099 = = - 310,339,099
Other payables Hi MR 1,229,632,236 = = - 1,229,632,236
Syndicated Loans for the ZHEREEER
Phase Il Expansion Project REER 2,039,256,000 = = - 2,039,256,000
Lease liabilities HEBE 76,264,646 2,838,681 = = 79,103,327
Long-term payables REEMNZ 35765263  874417,896  11,084937 18,837,936 940,106,032
4,626,370,251 877,256,577 11,084,937 18,837,936  5,5633,549,701

—T-TgaR . sprEErsspearan 30/
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13 FINANCIAL INSTRUMENT AND RISK (continued)

(3) Liquidity risk (Continued)
(b) At the balance sheet date, the Group had no lease contracts that had
been signed but had not yet been performed.

tZEeMITARERERE®
(3) MENE B @)

b) REERMERXRA AKEESFITEHKR

FReaTHEEER -

(c) Bank borrowings and other borrowings (including finance lease payable (c)
and entrusted loans payable) are analysed by repayment term as

RITERALHEMER(BREMNREEE
REENRFEEFEERDTOT

follows:

31 December 2020
2020%12H31H

31 December 2019
201912 831H

Bank Other Bank Other

borrowings borrowings borrowings borrowings

AT HAt g RITER H A fE 5K

Within 1 year 1F AR 2,323,450,000 19,279,429  2,846,665,000 97,056,847
1to 2 years 1224 - 19,722,983 = =
2 to 5 years 254 - 46,129,096 = =
2,323,450,000 85,131,508  2,846,665,000 97,056,847

As of the balance sheet date, the Group’'s Joint Repayment
Commitment provided to external parties are analysed below based
on the maximum amounts and the earliest periods in which the

guarantees could be called:

d) REEBMEXRA  KNEEHIMEHHKR
B RGN E R R AGR S BRIRIRABRE T 82
WERTRERRRIITAT -

31 December 2020

2020 12831H
Within 1 year 1to 2 years 2to5years Overb years Total
—FHUR —3=%F “EHEE EENE &t
Joint Repayment Commitment H R B TR 3,232,000,000 - - - 3,232,000,000
31 December 2019
2019512 A31H
Within 1 year 110 2 years 210 b years Over 5 years Total
—EHUR —3=% S AFUE Ch
Joint Repayment Commitment R B TR 3,232,000,000 - - - 3,232,000,000

For the abovementioned Joint Repayment Commitment, the largest
credit risk exposure assumed by the Group was RMB3,232,000,000.
As disclosed in Note 8(6)(c), the abovementioned Joint Repayment
Commitment was in the third stage and the expected credit loss
recognised by the Group was RMB189,087,000 for the year ended 31
December 2020 (2019: Nil).
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¥ A REERAE  AEERENR
XA RO A AR3,232,000,000
JT  BAREEJ\(B)(c)FTit + 72020 F ¢k
MERBRABENE=IRE - AKEE
RETEEEAB LA AR 189,087,000
TL(20195F E : &) -
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NOTES TO THE FINANCIAL STATEMENTS

B 75 R 5% B

For the year ended 31 December 2020 20204 /&

(All amounts in RMB Yuan unless otherwise stated)( B % FIsL855) - 2 BB E 7 BN RET)

TH 2R EEME

14 FAIR VALUE ESTIMATES

(1)

The level in which fair value measurement is categorised is determined by
the level of the fair value hierarchy of the lowest level input that is significant
to the entire fair value measurement:

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

Level 2: Inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly or indirectly.

Level 3: Unobservable inputs for the asset or liability.

Assets and liabilities not measured at fair value but

disclosed

Financial assets and liabilities of the Group measured at amortised cost
mainly include receivables, payables, Syndicated Loans for the Phase Il
Expansion Project and long-term payables.

The difference between the carrying amount and the fair value of such
financial assets and liabilities, which are not measured at fair value, is small
because the effect of discounting is not significant.

— & — &
= =
— ===

(1)

ARBEFAEBERMBNER - AY QR BER
EEEMSAFEERZNB N NEMBNRER

RRTE -

F—ER: HREERAGBEERTS LRE
HEEIRE -

E-BXR: BRE-EBRBAAEMBEEENE
BEERMEATBEENBAE -

F=ZER: HBEEXABENTABEERHA
-

FURABEFEERBEEAAAE
EMNEENRRE
AEENRSRAGROSBAENSBAKE
BEIE  BKRIE - BAHUE - —HERER Y
EREERAR BN RS -

RETUALBETENSREENS A KL
EEBERALBEZERN  ARTENTE
BREAX o
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% BT &

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated)( B ¥ Bt B55) » & A&z BA R KT)

15 CAPITAL MANAGEMENT

TLEEXEE

The Group's capital management policies aim to safeguard the Group's ability
to continue as a going concern in order to provide returns for shareholders
and benefits for other stakeholders, and to maintain an optimal capital
structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the
amount of dividends paid to shareholders, refund capital to shareholders,
issue new shares or sell assets to reduce debts.

The Group is not subject to external mandatory capital requirements and
monitors capital on the basis of the gearing ratio. This ratio is calculated as
net debt divided by total capital. Net debt is calculated as total borrowings
(including bank borrowings, finance lease payable and entrusted loans
payable) less cash and cash equivalents. Total capital of the Group is
calculated as shareholder’s equity as shown in the consolidated balance
sheet plus net debt.

The gearing ratios of the Group at 31 December 2020 and 31 December 2019

AEEEAERRRNBRELRTRIEREEE
WFFELE WA ABRRIEHE R - W EMT
wSARRE s - RS SENEAREBIARRE

RTHSIABERERE  AEETRESRHES
FMEBRROBRNERE - ARRREER - BITH
PRk B ELARRER

REBENZHP BT ERER - FFER
Eﬁtl:?ﬁb?ﬁﬁﬁ$ Z IR IR B TS F R
NEERE - BEFRERRER(BERITE
o Fgﬁwﬂiﬁiﬂ m%ﬂﬁﬁ?‘é?% R RERE
RRCEEY AEERERAREHEEAREK
R P31 B A SR A i BB T SRR AN

2020F12A31H KX20196 12833180 + AEEE

were as follows:

AEBLRFGFEMT

31 December

31 December

2020 2019
20204 20194
12A31H 12H31H

Total borrowings BN
Bank borrowings RITIER 2,323,450,000 2,846,665,000
Finance lease payable FERRmEREER 58,057,409 63,784,158
Entrusted loans payable ERNETER 27,074,100 28,172,227
2,408,581,509 2,938,621,385
Less: Cash and cash equivalents B IRERBEEEEY (257,683,611) (1,511,749,849)
Net debt (v 2,150,897,898 1,426,871,536
Shareholders’ equity AR i 3,810,517,526 5,152,590,734
Total capital HBER 5,961,415,424 6,579,462,270
Gearing ratio BEREBELE 36.08% 21.69%
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated)( Br 45 5t 8551 » & #EE 7 BARKT)

16 NOTES TO THE COMPANY’S FINANCIAL T AR B wRMEE
STATEMENTS
(1) Other receivables (1) HfbEWRK
31 December 31 December
2020 2019
20205 2019%F
12A31H 12H31H
Receivables from subsidiaries i G R/NCIRE D 58,849,160 31,634,695
Luggage compensation paid on behalf of and FEW M ZE A RIR BT
due from airlines BEER 10,245,411 10,213,745
Others Hib 1,075,290 1,596,887
70,169,861 43,445,327
Less: Provision for bad debts W RS (5,969,329) (724,306)
64,200,532 42,721,021
(2) Long-term equity investments (2) REIRERE
31 December 31 December
2020 2019
2020 20194
12A31H 12H318
Subsidiaries (a) FRAE](@)
- Unlisted companies - 3EEmAA 15,200,000 18,200,000
Associates (Note 4(6)) NS ())
— Unlisted companies - 3EEmAA 12,856,945 1,402,716,902
Less: Provision for impairment of long-term B REARERE
equity investments BB 2R - -
28,056,945 1,420,916,902
There is no significant restriction on the realisation of long-term investments. ARAR DN FERAZLEZRHEKRRS o
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NOTES TO THE FINANCIAL STATEMENTS

B 75 R 5% BT &

For the year ended 31 December 2020 20204 &

(All amounts in RMB Yuan unless otherwise stated)( Br #5855 + & #EE7 BARBTT)

16 NOTES TO THE COMPANY'’S FINANCIAL

STATEMENTS (Continued)

TR DA B HRRME @

(2) Long-term equity investments (Continued) (2) RERERE@®
(a) Subsidiaries (a) FAF
31 December Decrease in 31 December
2019 investment 2020
20194 20204
12A31RH WA E 12A31H
Meilan Freight XHEE 10,200,000 = 10,200,000
Meilan Airport Hotel Company EWHISEIE AR 5,000,000 = 5,000,000
HNA Fund Management HSESERNF 3,000,000 (3,000,000 -
18,200,000 (3,000,000) 15,200,000

(3) Employee benefits payable

(3) FEAYEE T %M

31 December

31 December

2020 2019

2020 20194

12A31H 12A31H

Short-term employee benefits payable (a) JE A1 55 HA %57 Bl (@) 36,913,544 18,677,748
Defined contribution plans payable (b) FEfI R E1RTF 5T 8l (b) - 99,880
Termination benefits payable (c) FESBER @R (c) 182,941 17,704
37,096,485 18,695,332
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated)( Br 45 5t 8551 » & #EE 7 BARKT)

16 NOTES TO THE COMPANY'S FINANCIAL aAWNGILE £ EL )
STATEMENTS (Continued)

(3) Employee benefits payable (Continued) (3) ENBIHFM@
(a) Short-term employee benefits (a) = EAEEN

31 December Increase in the Decrease inthe 31 December

2019 current year current year 2020
2019%F 20204
12A31H AREIE RER D 12A31H
Wages and salaries, bonus, I¥] - 82 28

allowances and subsidies AL 8,693,488 157,767,123 (144,337,803) 22,122,808
Staff welfare BIENE - 1,822,268 (1,822,268) -
Social security contributions HERERE 302,751 6,207,643 (6,348,548) 161,846
Including: Medical insurance Hep : BRRRE 302,231 6,198,708 (6,339,093) 161,846
Work injury insurance TEREKE 371 8,935 (9,308) -
Maternity insurance EERBE 149 - (149) -
Housing funds FERES 11,946 8,223,835 (8,228,707) 7,074

Labour union funds and TERBENBTIHE
employee education funds g 9,569,563 5,439,422 (387,169) 14,621,816
18,577,748 179,460,291 (161,124,495) 36,913,544

(b) Defined contribution plans (b) FREIRTFFE
31 December 2020 31 December 2019
2020%12H31H 201912 831H

Amount Ending Amount Ending
payable balance payable balance
&% FERGBE e FARERFE
Basic pensions EXREERRE 852,972 - 10,625,530 =
Unemployment insurance KERBE 33,910 - 912,516 99,880
886,882 - 11,538,046 99,880

—T-TEEH . SEEHEREERGARAT 313



NOTES TO THE FINANCIAL STATEMENTS
B 75 5 5% BT

For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated)( B % B 855) - = 8B BN RET)

16 NOTES TO THE COMPANY'S FINANCIAL
STATEMENTS (Continued)

aaWNGILE S S E N0

(3) Employee benefits payable (Continued) (3) ENBIEHM@
(c) Termination benefits payable (c) ENBRER
31 December 31 December
2020 2019
2020%F 20194
12A31H 12H318
Early retirement benefits payable FEfT R AE T 544,521 76,202
Less: Early retirement benefits payable W BITRR R BR R AT B TS B Y
over one year presented in long-term —F A ERER
employee benefits payable ARTE A (361,580) (58,498)
182,941 17,704
(4) Long-term payables (4) RHEAFE(TFR
31 December 31 December
2020 2019
2020 2019%
12A31H 12A31H
Payables to related parties (Note 4(23)(a)) JRE1F BB B 5 28 (T 5 P8 (23)(a)) 868,133,098 871,133,098
Payables to Ruigang Logistics FEI I B 7R - 205,828,026
Payables to Meilan Freight EREREE - 120,002,449
Entrusted loans payable (Note 4(23)(b)) S Z B R (T 52T (23) (b)) 27,074,100 28,172,227
895,207,198 1,225,135,800
Less: Current portion of payables to related & : — 4R 2| HAH) I B 7 0B
parties (Note 4(23)) (Bt 3P (23)) (837,004,125) -
Less: Current portion of entrusted loans B —FREENERTER
(Note 4(23)) (PR 7EEM(23)) (8,681,544) (28,172,227)
49,521,529 1,196,963,573
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NOTES TO THE FINANCIAL STATEMENTS
B 75 R 5% B

For the year ended 31 December 2020 20204 J&
(All amounts in RMB Yuan unless otherwise stated)( Br 45 5t 8551 » & #EE 7 BARKT)

16 NOTES TO THE COMPANY’S FINANCIAL T A B B 7 ]k b o
STATEMENTS (Continued)
(5) Revenue, cost of sales, and general and (5) EXWANEENE  EEHER
administrative expenses
2020 2019
20205 E 20194 /&
Revenue EELON
Aeronautical: Mz MRS

Passenger service income RE RS E 232,104,867 349,874,021
Ground handling service income HE RS & 115,280,651 190,189,311

Fees and related charges on aircraft TR B b R AR U B
take-off and landing 89,964,362 132,931,037
437,349,880 672,994,369

Non-aeronautical: e R
Franchise income FrAF SR 520,953,544 412,800,059
VIP room income EEZFWA 70,422,336 75,664,796
Rental income e A 37,946,045 105,641,835
Others H A 59,377,694 87,391,896
688,699,619 681,498,586
1,126,049,499 1,354,492,955
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For the year ended 31 December 2020 20204 &
(All amounts in RMB Yuan unless otherwise stated)( B % B 855) - = 8B BN RET)

16 NOTES TO THE COMPANY’S FINANCIAL TR A B B 7 3 2k b o o
STATEMENTS (Continued)

(5) Revenue, cost of sales, and general and (b) HEWANEXENS®  EEEH
administrative expenses (Continued) (48)
Cost of sales and general and administrative expenses mainly include the EERAREEBREEZHATIEEHEK :

following items:

2020 2019

20205 E 20194 /&

Employee salaries and benefit expenses BETITERENER 127,251,183 105,168,439
Depreciation expenses of fixed assets BEEEENEER 106,984,423 111,592,324
Airport and logistic services fee W5 RN R & RIS B 55,683,401 60,983,924
Repairs and maintenance HwEER 43,302,767 30,562,257
Sub-contracted labour cost BBIKEANBEA 42,972,711 97,634,362
Depreciation of investment properties KREUCEHENES 37,402,326 37,402,326
VIP room costs EEEEB 31,688,488 22,870,838
Utilities KEE 27,441,125 34,863,250
Depreciation of right-of-use assets FRREERE 16,242,753 14,907,085
Security costs EEREBT L 15,501,652 14,586,155
Flight delays meal allowance MITER LB & 3,095,756 9,179,379
Handling fees of CAAC Settlement Center RMBEFLFESE 3,048,735 4,762,767
Amortisation of land use rights 3 {58 A A 8 3,706,178 3,706,178
Audit fees FEETENE A 1,966,868 2,272,000
= Audit and review service - Eait kEHRS 1,585,887 1,972,000
- Non-audit services - EE R 380,981 300,000
Travelling expense ERE 626,035 2,342,257
Others Hith 53,104,311 42,206,896
570,018,712 595,040,437
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