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Hainan Meilan International Airport Company Limited

A joint stock company incorporated in the People’s Republic of China with limited liability
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CORPORATE MISSION
R E

Leveraging on the positioning of Hainan Free Trade Port (“Hainan Free Trade
Port”), we will build a safe, intelligent, dynamic and sustainable first-class
airport, helping Hainan reaches the World and the world approach Hainan.
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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 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 2023 were as follows:

. “Best Regional Airport in China”, “Best Airport Staff in China” and “Best
Clean Airport in China” granted by SKYTRAX

o The title of 2022 Two Stars Airport of
the China Civil Airports Association

Dual-Carbon Airport” granted by

o The title of the advanced unit in the 2023 National Civil Aviation
“Safety Production Month” Campaign awarded by the Civil Aviation
Administration of China (“CAAC")
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CORPORATE INFORMATION
~ A&

NAME IN CHINESE
SEEREREERBERAR

NAME IN ENGLISH

Hainan Meilan International Airport Company Limited

CORPORATE WEBSITE

www.mlairport.com

EXECUTIVE DIRECTORS
Wang Hong, Chairman and President
Ren Kai

Xing Zhoujin

NON-EXECUTIVE DIRECTORS
Wu Jian

Li Zhiguo

Wang Zhen

INDEPENDENT NON-EXECUTIVE DIRECTORS

Fung Ching, Simon
George F Meng
Deng Tianlin

Ye Zheng

SUPERVISORS

Liao Hongyu, Chairman
Hu Yunyun
Zheng Yabo

JOINT COMPANY SECRETARIES

Xing Zhoujin
Chen Yingjie

AUTHORISED REPRESENTATIVES

Wang Hong
Xing Zhoujin
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Hainan Meilan International Airport Company Limited
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www.mlairport.com
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CORPORATE INFORMATION
NBEE R

MEMBERS OF AUDIT COMMITTEE

Fung Ching, Simon, Chairman
George F Meng
Ye Zheng

MEMBERS OF REMUNERATION COMMITTEE

Deng Tianlin, Chairman
Fung Ching, Simon
Ren Kai

MEMBERS OF NOMINATION COMMITTEE
Fung Ching, Simon, Chairman

Wang Zhen

Deng Tianlin

MEMBERS OF STRATEGIC COMMITTEE

Fung Ching, Simon, Chairman
Deng Tianlin

Ye Zheng

Wang Zhen

Ren Kai

LEGAL ADDRESS AND HEAD OFFICE
Office Building of Meilan Airport

Haikou City

Hainan Province, the PRC

PLACE OF BUSINESS IN HONG KONG
Room 2204, 22/F, Fu Fai Commercial Centre

27 Hillier Street

Sheung Wan, Hong Kong
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AUDITOR

PricewaterhouseCoopers Zhong Tian LLP

Recognized Public Interest Entity Auditor
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

88 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

CORPORATE INFORMATION

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
B 158 2

TWO-YEAR COMPARISON OF KEY FINANCIAL FIGURES

AY ~, WS <
MEFEHKER LR
For the year ended 31 December
BE+-HA=1+—HLFE
(RMB’000) 2023 2022 Change
(AREBFT) —E-=%F —E-—f& )
Revenue A 2,085,680 1,141,462 82.72%
Gross profit* EF* 38,446 18,717 105.41%
Net loss attributable to BEBRARRRRFER
shareholders of the Company 136,009 155,299 -12.42%
Losses per share — basic (RMB) BREE - ENARET 0.29 0.33 -12.12%
Net cash generated from operating 2 EEEELNFIRES
activities 526,936 174,042 202.76%
Current ratio MENEE & 11% 8% 3.00%
Gearing ratio BEBEBX 62.70% 58.58% 4.12%
EBITDA EBITDA 804,147 252,492 218.48%
* Gross profit is calculated as revenue minus cost of sales. e EREREERABEEERA
Revenue (RMB’000) Gross profit (RMB’000)
BAARETFT) EMARE T )
2,085,680
1,141,462
38,446 18,717
E——— ]
2023 2022 2023 2022

6 HAINAN MEILAN INTERNATIONAL AIRPORT COMPANY LIMITED e ANNUAL REPORT 2023



FINANCIAL HIGHLIGHTS
B %5 4 2

FIVE-YEAR SUMMARY OF FINANCIAL PERFORMANCE

T FMBERAME
For the year ended 31 December
BE+-HA=+—HLEE
(RMB’000) 2023 2022 2021 2020 2019
(ANRETFT) —E-=F —ET-— B —T-ETHF —E-hEF
Revenue A 2,085,680 1,141,462 1,605,712 1,369,532 1,576,371
Net (loss)/profit attributable to ~ SRER AR &% F
shareholders of the Company (&518) /78 (136,009) (155,299) 765,132 (1,340,376) 575,413
EBITDA EBITDA 804,147 252,492 967,216 (1,116,645) 969,660
FIVE-YEAR SUMMARY OF FINANCIAL POSITION
hFMBEARRTE
For the year ended 31 December
BE+-A=1+—RHLEE
(RMB'000) 2023 2022 2021 2020 2019
(ANR¥EFT) E—— —EooF T —HF T2 E2F  ZE-NF
Total assets WA E 11,360,952 10,639,551 11,135,347 11,077,488 11,456,163
Total liabilities waE 7,123,059 6,233,031 6,569,278 7,266,970 6,303,572
Total equity EEAE 4,237,893 4,406,520 4,566,069 3,810,518 5,152,591
OPERATION DATA HIGHLIGHTS
Y PR S|
TEEEEREE
Two-year Comparison of Key Operation Data
MEFEFXEELER LR
For the year ended 31 December
BEt+-A=1+—HLEE
2023 2022 Change
—E=-= —E-fF &
The passenger throughput REARHE
(headcount in ten thousand) (Bl : BAR) 2,434.04 1,116.22 118.06%
In which: Domestic Hep o BHR 2,385.70 1,116.00 113.77%
International and regional B b [ 48.34 0.22 21,872.73%
Aircraft takeoff and landing (flights) 28R (BB © %) 172,454 105,675 63.19%
In which: Domestic EHep: BEA 167,553 105,181 59.30%
International and regional B R K[ 4,901 494 892.11%
Cargo and mail throughput (tons) EEHEFM 8 ({7 : M) 174,904.80 124,372.70 40.63%
In which: Domestic Heh o FER 167,551.30 118,758.10 41.09%
International and regional B R K b [ 7,353.50 5,614.60 30.97%
—E-CHFH e SHERNEETERGERAD 7/



CHAIRMAN'S STATEMENT
TR®RE

“Reaching Higher with Service Excellence” is
the service concept of “starting from the needs
of passengers in everything” upheld by the
staff of Meilan to provide “sincere, smooth,
comfortable and delightful” super-value
services to worldwide passengers continuously
based on international, professional and
personalized five-star standards.

[EXH - BRBIREEHAREAN—IRRE
EREBINWRBES  KEEBRL « EHE -
AMIEHNAERE FESEZHRFREMANE
A JEY - EFE -~ R B ERT

To shareholders: BEAIALER ¢

In 2023 (the “Year"), the world entered a new phase in the prevention and —Z-=ZF([XEE]) 2RO RFTEHAZE (&
control of the COVID-19 epidemic (the “Epidemic"”), with economic recovery B BIIEHBEE KB EEXASHBEF  BEB
becoming the keyword for all countries. However, the impact of the Epidemic 2B THFEANHEIUTERE - S - BUSHEHE
is difficult to fully recede. The intensification of geopolitical conflicts such as  MIEI&EK - BHER - EHHEMNE - ER/ERRSE
Russia-Ukraine and Palestine-Israel, along with factors such as inflation, trade HEESNthERZERSELEN T ILRERES S -
friction, interest rate hikes by the Federal Reserve, and risks in the supply and

production chains, were collectively testing the economy resilience and the

recovery dynamics of various countries.

In the face of a complex and severe international environment and the arduous T EMBFERNBRRRBENBEELENH NN EHE
and burdensome task of domestic reform, development and stability, all RBEER  FESEESFBHETIEEER 7
regions of China have adhered to the general principle of seeking progress %2 ##E - 2HEMHLRERES  MRERFHBER
while maintaining stability, implemented the new development concept ina @' 2EREHMERBK - MAZEFHTENE @ & HiE
complete, accurate and comprehensive manner, accelerated the construction AR « EL&HE - BIREL HEH/ILHERER  BRE
of a new development pattern, comprehensively deepened reform and opening & E@FHALF - T EBFEHBEEMEE -

up, increased macroeconomic regulation and control, and focused on expanding

domestic demand, optimizing structure, boosting confidence, and guarding

against risks, so that the national economy has rebounded to a positive trend

and the main expected goals have been successfully achieved.
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Over the past year, Hainan Province has firmly grasped the primary task of high-
quality development and the strategic task of constructing a new development
pattern, highlighted "attracting talents, attracting investment, opening up,
and reforming”, and the province's economy has continued to rebound and
improve, with high-quality development advancing solidly. It presented a good
situation of nationally leading economic growth rate, advanced against the trend
of the export-oriented economy, accelerated the growth of new industries and
new kinetic energies and improved the people’s livelihoods and well-being.

In 2023, Chinese civil aviation has efficiently coordinated safety operation,
production recovery and Epidemic prevention and control, and has achieved
remarkable results, making the position and role of civil aviation in the
comprehensive transportation system more prominent: all major transportation
and security tasks have been successfully completed, the overall safety
situation has remained stable, the industry’s transportation and production has
basically recovered to the level of the pre-epidemic period, the role of strategic
support has been further emphasized, and the innovation-driven development
has been further promoted.

Looking back at 2023, the Group kept a close eye on its annual production
and operation indicators, and focused on key tasks such as the construction
of a regional aviation gateway hub facing the Pacific Ocean and the Indian
Ocean (“the Pacific Ocean and the Indian Ocean”) and the project of custom
closure. The Group withstood the multiple tests of production capacity and
management capability posed by the continuous high-level flight operations,
and the application of flight capacity per hour, and successfully achieved
its 25th year of safety. For the year ended 31 December 2023, the Group
completed the annual passenger throughput of 24.3404 million.

RESULTS

In 2023, the Group's total revenue amounted to RMB2,085,679,527,
representing an increase of 82.72% as compared with 2022. Revenue from
aviation business amounted to RMB974,620,249, representing an increase
of 169.88% as compared with 2022. Revenue from non-aviation business
amounted to RMB1,111,059,278, representing an increase of 42.38% as
compared with 2022. The increase in total revenue of the Group was mainly
due to (i) the significant increase in passenger throughput and cargo and mail
throughput at Meilan Airport; and (ii) the Company leased relevant assets
of Phase | and Phase Il of Meilan Airport (the “Leased Assets”) held by the
Parent Company as the lease agreement (the “Lease Agreement”) entered
into between the Company and Haikou Meilan International Airport Company
Limited (the “Parent Company”) came into force since 2023, and the revenue
generated from the Leased Assets was attributable to the Company.

In 2023, the Group's net loss after tax was RMB168,626,845 (2022: net
loss was RMB190,703,238); the net loss attributable to shareholders of the
Company was RMB136,008,897 (2022: the net loss attributable to shareholders
of the Company was RMB155,298,891). The decrease in net loss attributable
to shareholders of the Company was mainly due to the recovery of the aviation
market, which resulted in a significant increase in passenger throughput and
mail and cargo throughput at Meilan Airport.

CHAIRMAN'S STATEMENT
TR|E

BE—F BHEFFLEREBEZREZEHNE
BEFEREBEEER - REMBEAS - BEH - KH
B RHE] 28EEFEL ALY  SEEERY
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pFRESS o

TEC=F PERMSBRELZET  WELE
MEBERE  RETERERR  RMEGARBER
BERPOMOCAERENLE  SBEREHREE
BERTEK  Z2HBEBREFR  TEERLEE
ERRESRBRIKE - BRSUBEERE— SR
BFTEE S B RORAME -

CE-—Z_=F AEEZNFELEELEER
AR AR [P0 AT AN R (TR D) B i 22 & 380 P
FiRid HEAEESEHEHE KXETMHRFES
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ZR% BENERE-_+HAEAREF -BE_T_=
FT+ZA=+—BL AEE2FTREETHLE
2,434.048 AR ©

RZEZ=ZF AEE2BRAEBEARE
2,085,679,627 L M- T~ —FiEK82.72% ° KA
MEEBHWAAAREIT4,620,2497T R _T—
ZHFIER169.88%  REIFMEEBHBARARE
1,111,059,27870 * & — T~ —FIEK42.38% ° A&k
ERRARENTERA—SXBHHRESKEREHAF
HEXEEE  —RAQARESOZEMBEREEHR
EARQE(EBARADZHEERZR) ((HEHZE)D
RZZE_=ZFEREHR  ARaEAMAIRRMEEN
EWMS— R _HREEE(HEEE])  25H8E
BEEENRAEBRARR -

ZEZ=F  AEEZBEBEFEEAARE
168,626,845 (=T =——F : FEEAAREK
190,703,23870) ' REBR AR RKREFEEAARE
136,008,897 L(Z T - —fF : BERARAIREFEE
BAARNE155,298,8917T) ° RBRAR B EFE
BROTERBENAMEMSHER  EHRBSRE
LEHBFHTEEHEANELEE -
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CHAIRMAN'S STATEMENT
TRBE

OVERVIEW OF AVIATION BUSINESS

In 2023, the aviation market recovered obviously. Meilan Airport gave full play
to its initiative, paid close attention to the market dynamics, seized the market
opportunities, and cooperated with multi-platforms to actively carry out market
promotion and publicity by introducing on-site transport capacity, coordinating
with the airlines to switch to the use of wide-body aircrafts, and intensifying
popular routes and other measures. In 2023, Meilan Airport recorded passenger
throughput in aggregate of 24.3404 million, flight take-offs and landings
of 172,454 times, and the cargo and mail throughput of 174,904.80 tons,
which represents a year-on-year increase of 118.06%, 63.19% and 40.63%,
respectively. The passenger throughput and flight take-offs and landings set a
record high, with passenger throughput ranked 18th among the national civil
airports.

In 2023, in order to ensure the fulfillment of the Action Plan for Building Haikou
Meilan International Airport into a Regional Gateway Hub facing the Pacific
Ocean and the Indian Ocean (T 3&/8 O 35 5 BB #4435 8 ) /3 F i 22 [R 15 P9 P AR 4R
778)77 %)) issued by the Hainan Provincial Government, Meilan Airport actively
communicated and coordinated with airlines to open up Haikou's international
flights. During the Year, the number of passengers on overseas routes of
Meilan Airport reached 483,455, which recovered to 34.5% of the number of
passengers in 2019, and 29 overseas passenger routes were opened, and a
number of boutique routes were intensified such as routes from Haikou to
Singapore, Bangkok, Kuala Lumpur, Penang, and Auckland. Compared with
2019, four new overseas destinations were opened, namely Ulan Bator,
London, Auckland and Abu Dhabi, which overfulfilled the tasks and indicators
issued by the Hainan Provincial Government.

Meanwhile, the Company leveraged the opening policies of the fifth and
seventh freedom of the air, expanded the international route market and
constantly improved the route network layout. Firstly, increased policy support.
We promoted and cooperated with the Haikou Municipal Government to
issue the Implementation Measures for Promoting the Development of the
International and Regional Air Passenger Transportation Market in Haikou City
(CEOMREERBEMEMEREMSEREHRINE)) in 2023 for increasing
subsidies to enhance airlines’ confidence in their operations; issued the
Meilan Airport Incentive Program for Promoting the Development of the
Aviation Market ((GERHIZ (23 M =T 5 2% R 52E) 75 %)) to provide airlines with
support for overseas passenger routes. Secondly, it actively coordinated and
communicated with the CAAC to obtain approval for the winter and spring
schedules of Haikou's passenger routes of fifth and seventh freedom of the
air. Thirdly, increased overseas publicity to enhance the popularity of Haikou.
It actively participated in the Routes Asia and World Route Development
Forum and jointly set up exhibition booths to promote the policy advantages
of Hainan's fifth and seventh freedom of the air to airlines, airports and civil
aviation organizations from around the world, and to attract foreign airlines
to operate international flights centered in Haikou. In 2023, Meilan Airport
operated two cargo routes of fifth freedom of the air, namely the “Incheon =
Haikou = Kuala Lumpur” and “Jakarta = Singapore = Haikou”, as well as the
passenger route of fifth freedom of the air, namely the “Phnom Penh = Haikou
= Nha Trang”. Meilan Airport has been able to build up momentum for the
construction of Hainan Free Trade Port and the development of Meilan Airport’s
international aviation market.
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OVERVIEW OF NON-AVIATION BUSINESS

In 2023, the non-aviation business of the Group experienced a significant
increase. The revenue of the annual non-aviation business reached
RMB1,111,059,278, representing a year-on-year increase of 42.38% accounting
for 53.27% of the Group's total revenue.

In 2023, the Group continued to assist the duty-free shop at Meilan Airport in
advancing the upgrade of luxury brands, strengthening marketing promotions,
and enhancing the revenue from duty-free business. Within this year, the Group
also tapped into potential resources, promoted the recovery of business such
as VIP cards for business travel and agency insurance sales, increased efforts
on marketing and promotion, boosted business revenue, and increased revenue
from non-aviation business.

In 2023, the Group recorded franchise income of RMB622,399,533,
representing a year-on-year increase of 37.11%; hotel income amounted to
RMB110,241,102, representing a year-on-year increase of 563.26%; freight
and packaging income reached RMB86,981,209, representing a year-on-year
increase of 33.15%; rental income reached RMB76,557,013, representing a
year-on-year increase of 9.13%; VIP room income reached RMB39,225,048,
representing a year-on-year increase of 21.06%.

TERMINAL COMPLEX PROJECT

Situated on the north side of Meilan Airport, the terminal complex project has
a gross floor area of 315,300 sg.m. The project has comprehensive 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
offshore duty-free shopping, Hainan featured products shopping, OUTLETS and
food court.

GTC on the ground floor of the terminal complex project integrates inter-city
express, bus, high-speed railway, car-hailing, taxi, and other transportation
tools. Roundabout high-speed railway and suburban trains of Hainan pass
directly to GTC, which forms a preliminary land based three-dimensional
transportation service system for Meilan Airport and provides diverse and
convenient traffic services for travelers. In 2023, a total of 7 bus routes were in
operation at GTC, with 216,661 departures which carried 811,583 passengers;
a total of 7 long distance coach routes towards Danzhou and Wenchang and
other cities were in operation, with 10,962 departures which carried 53,318
passengers; 986,715 taxis accessed the GTC and carried 1,462,399 passengers.

SRS HEH .

CHAIRMAN'S STATEMENT
TR|E

M E R AR

ZEC=F  AEEEMTEBRAKREER - 2F
BIRIEMEEBWAARYE,111,059,2787C © A1
R42.38% ' EARSEBWARGLESS.27% ©
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The room occupancy rate of Hainan Meilan Airport Hotel Investment Co.,
Ltd. (“"Meilan Airport Hotel”) was 81.43% and about 427,600 guests were
received this year, representing an increase of approximately 25.18% and
44.46%, respectively, as compared to the same period of the previous year.
In 2023, the delivery of passenger traffic at the Meilan Airport reached new
breakthroughs, Meilan Airport Hotel seized the opportunity to consolidate the
customer base market of the airlines and continue to develop new business
cooperation with the airlines. The structure of the individual traveler source
market of Meilan Airport Hotel was optimized to increase the room occupancy
for online booking. With the increase of Meilan Airport’s routes, Meilan Airport
Hotel focused on the development of the tour group market of international and
domestic transit. Meanwhile, Meilan Airport continued to maintain long-term
cooperation with civil aviation units. In 2023, with high quality of service, Meilan
Airport Hotel received a total of 15 honorary awards. In particular, “Provincial
Civilized Tourism Model Unit* (& # X Bk 18 7)" was awarded by the
Hainan Provincial Tourism Integrity Building Guiding Committee* (/&[4 jiki*
BEERIEEZ 82). Meilan Airport Hotel received four awards of cooperative
platforms, including “2022 Most Popular Hotel” by Trip.com Group, and
received four awards in the industry, including “Top 100 Mid-to-High-end Hotels
in China” by Mobility Consumer Favourite List of 2022, “Best Airport Hotel of
the Year” of China Hotel Starlight Awards and the title of “Top 100 Hotels in
China" from the Red Velvet* (A #4%k).

Duty-paying commercial area of the terminal complex project is situated at
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 sg.m., of
which approximately 12,859 sg.m. is retail business area and approximately
3,180 sg.m. is catering area. The outlet stores in the terminal complex project
also gather numerous well-known domestic and foreign brands.

In the future, the Company will timely re-conduct commercial planning for the
terminal complex project, strengthen the differentiated operation mindset,
identify its accurate position through business district benchmarking, and
improve the shopping experience and commercial service quality, so as to meet
the deep needs of consumers and continue to enhance commercial value.
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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 Parent Company subscription and the past new H shares
issue, and the extension of validity period of the shareholders’ resolutions
and authorization 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
assets in relation to the Phase | runway of Meilan Airport 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, at the subscription price of RMB8.00 per new
domestic share.

Pursuant to the past new H shares issue, the Company may proceed to place
no 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 no
more than 140,741,000 new domestic shares as consideration for the transfer
of the assets in relation to the Phase | runway of Meilan Airport by the Parent
Company to the Company (the “Parent Company Subscription”). There
were no other material changes 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 of the subscription
shares. Meanwhile, the Board proposed the new H shares issue (i.e. the issue
of no more than 155,000,000 new H shares (the “New H Shares Issue”). 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.
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References are made to the announcement of the Company dated 21 August
2021 and the circular dated 21 September 2021 in relation to, among other
things, the Parent Company Subscription and the New H Shares Issue. On 21
August 2021, the Company and the Parent Company entered into the 2021
supplemental Parent Company domestic shares subscription agreement,
pursuant to which, the Company and the Parent Company mutually agreed
to make certain amendments to the 2020 Parent Company Domestic Shares
Subscription Agreement. The Company held the extraordinary general meeting,
the H shareholders class meeting and the domestic shareholders class
meeting on 8 October 2021, where the relevant resolutions were considered
and approved to extend the validity period of shareholders’ resolutions
and authorization granted to the Board in relation to the Parent Company
Subscription and the New H Shares Issue for a further period of twelve months,
commencing from 18 September 2021 and ending on 17 September 2022.

References are made to the announcement of the Company dated 8 August
2022 and the circular of the Company dated 30 September 2022 in relation to,
among other things, the Parent Company Subscription and the New H Shares
Issue. The Company held the extraordinary general meeting, the H shareholders
class meeting and the domestic shareholders class meeting on 8 November
2022, where the relevant resolutions were considered and approved to extend
the validity period of shareholders’ resolutions and authorization granted to the
Board in relation to the Parent Company Subscription and the New H Shares
Issue for a further period of twelve months, commencing from 18 September
2022 and ending on 17 September 2023.

Reference is made to the announcement of the Company dated 17 September
2023 and the circular dated 16 November 2023 in relation to, among others,
the Parent Company Subscription and the New H Shares Issue. The Company
held the extraordinary general meeting, the H shareholders class meeting and
the domestic shareholders class meeting on 20 December 2023, where the
relevant resolutions were considered and approved to extend the validity period
of shareholders’ resolutions and authorization granted to the Board in relation
to the Parent Company Subscription and the New H Shares Issue for a further
period of twelve months, commencing from 18 September 2023 and ending on
17 September 2024.
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The completion of the Parent Company Subscription and the New H Shares
Issue shall be subject to certain conditions precedent, respectively. For
details, please refer to the circulars of the Company dated 20 August 2020,
21 September 2021, 30 September 2022 and 16 November 2023. As of the
date of this annual report, none of such conditions precedent was 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 2023, the data center of the Meilan Airport completed the fundamental
construction of the platform covering data access, storage, management,
analysis, and sharing of the entire process, and completed the large-screen
display and mobile terminal display in three segments, i.e. production and
operation, operational situation and freight logistics, which marked the
realisation of completeness and ease of data output and the completion of in-
depth utilisation of six key operational indicators of airports, such as normal
departure rate of flights.

On 19 June 2023, the new VIP management system at the Meilan Airport
commenced trial run, which finally achieved full-process closed-loop
management of VIP services at the Meilan Airport and built a one-stop platform
for “VIP Management + Services”.

On 6 December 2023, the fixed assets management system of Meilan Airport
commenced trial run and established a standardized asset management and
control system, which implemented a closed-loop process control over the
full process of asset acceptance, transfer, obsolescence, disposal, inventory
and other business applications, and realized the digital, refined and global
management of fixed assets.

After the Meilan Airport Phase Il Expansion Project (“the Phase Il Expansion
Project”) has been put into use in December 2021, the configuration and
operation mode of the north-south flight area of Meilan Airport gave rise to
some hot spot areas (which refer to the area where aircraft taxiing speed
is relatively fast and some of the corridors block the view of vehicles). In
order to avoid the risk of conflict or collision between vehicles and aircraft in
operation within the hot spots, the traffic light system in the hot spot areas of
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OUTLOOK

At present, the world economic lacks growth momentum and fluctuation,
uncertainty and unpredictability have increased. Looking ahead to 2024, the
world economy still faces many risk challenges. China’s economy recovery
is at a critical stage to recovery, and although the long-term underlying trend
remains positive, some difficulties and challenges still need to be overcome.

For the economic work in 2024, China will coordinate the expansion of
domestic demand and the deepening of supply-side structural reform, combine
the two in an organic manner, enhance the internal momentum and reliability
of the domestic cycle, and improve the quality and standard of international
circulation. China will coordinate high-quality development and high-level of
safety, focus on the high-quality development, continue to effectively prevent
and resolve risks in key areas and enhance the construction of national
security capability, and ensure the new development pattern with new security
landscape.

Focused on the high quality development, Hainan Province will make greater
efforts to promote economic recovery, deepen the reform and opening up at a
higher level, deeply coordinate the development of education, technology and
talents, and nurture a modern industrial system with higher quality, promote
regional coordinated development more effectively, improve the people’s well-
being with more efforts, and build a higher standard of ecological civilization
and coordinate development and safety with stronger measures.

The Group will steadily advance the construction of the hub facing the Pacific
Ocean and the Indian Ocean and consolidate and enhance the positive trend in
production and operation of Meilan Airport. The Group will hold on the bottom
line of aviation safety, improve and optimize the various operation procedures
and improve the professional quality of employees. In addition, the Group will
continuously improve the safety service management level, tap into the profit
potential and make full use of the policy on the fifth freedom of the air and the
seventh freedom of the air and contribute to the construction of the Hainan
Free Trade Port. It will also strengthen the construction of the workforce
and increase investment in vocational education for employees, improve the
development of the risk management system, internal control system and other
management system, ensure standardized corporate governance, and solidly
promote the modernization of corporate governance capacity. The Group will
also carry out capital operation projects in a timely manner to improve the asset
quality of the Group, achieve further development and reward all shareholders
with better performance.
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Promote Transformation and Upgrade, Strive for Win-
Win in “Output Quantity” and “Operation Quality”

The Group will seize the opportunities of post-pandemic economic recovery
after the and expand domestic flight routes. With the aim of “fast track for
key cities and convenience for small and medium-sized cities”, the Group is
expected to increase the proportion of wide-body aircraft, intensify flights to
second-tier cities and expand routes towards popular tourist cities. The Group
will layout international route networks, densely organize special southbound
passenger routes to Southeast Asia and the Oceania and establish a transit
network between domestic and international flight routes. Meanwhile, a special
work team was established to advance the access of the route on the seventh
freedom of the air based on continuing the efforts to open the access of the
route on the fifth freedom of the air, striving for a breakthrough of “zero”. The
Group will spare no effort in promoting the implementation of the information
technology project for independent customs operation of Meilan Airport,
actively cooperate with government bodies in carrying out customs clearance
drills, gain experience for pressure tests regarding customs clearance, continue
to build a benchmark for customs operation in Hainan Province with continuous
efforts, and improve its capability to support tourists’ transit.

Stick to Core Capability Construction, Constantly
Clutch Attention on Safety

In 2024, the Group will further consolidate the concept of safety development
and firmly adhere the safety-first principle. It will continue to strengthen its
responsibility for implementation, enforcement of regulations, rectification
effectiveness, organisation of production, infrastructure and regulatory
performance. The Group will fully implement the highest standards and
strictest requirements in respect of improving production safety responsibility
system, deepening the implementation of the dual prevention mechanism of
intensifying the risk control and grading of civil aviation safety risk classification
control and hidden danger inspection and management dual prevention work
mechanism (“Dual Prevention Mechanism”), carrying on core risks and
potential hazards, fully securing the implementation of Ten Security Capacity
Enhancement Projects (+1E% 28 732 FEE), conducting comprehensive
support capacity assessment and enhancement, and continuously promoting its
safety governance system and modernization of governance capacity to ensure
high-level safety to high-quality development.
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Firmly Enhance Efficiency Promotion and Solidly

Develop Brand Promotion

In 2024, according to the “quick construction and quick use (REZRMA)"
principle and transitional application requirements, Meilan Airport will complete
the expansion of the positions of Airport Operations Control Centre (“AOCC"),
ensuring full support the coordination of the joint operation of air control and
airlines stationed in the Meilan Airport. The Company will continue to deepen
the collaborative mechanism of the operation coordination and management
committee of Meilan Airport and focus on overcoming challenges in high
level operation and unfavourable conditions. The Company will also enhance
the three major operation mechanisms based on six major collaborative
mechanisms (7N KW E# ), expand the operation of the flight management
system to cover the five stages of the planning, tactical forecast, tactics,
review analysis and improvement and promote the establishment of the full-
life-cycle guarantee system of flights to further enhance the efficiency of the
flight operation.

In 2024, Meilan Airport will continue to focus on high-quality development.
With the goal of actively practicing sincere services and creating a more
beautiful service card for the Hainan Free Trade Port, Meilan Airport will
adhere to the people-oriented principle, focusing on the travel needs and
experience of passengers, continue to deepen system practice, implement
five-star service standards, promote quality brand construction, and strive to
create "first-class management, first-class services, first-class environment
and first-class talents”, comprehensively improving the sense of achievement
and happiness of passengers for travel. Firstly, with the deepening of system
practice as the starting point, Meilan Airport will strengthen service process
management, focus on service process supervision and special governance,
and comprehensively promote the implementation of service system elements
and the quality and efficiency of service business. Secondly, Meilan Airport
will focus on the improvement of service quality in “four aspects”, focusing
on business processes, service facilities and environment, and jointly improve
the quality of travel services for passengers while providing airline support,
employee care and partner services. Thirdly, Meilan Airport will build a quality
brand-building indicator system, create “core brands” and “competitive
products”, present the highlights of humanistic characteristics, promote the
realisation of the beautiful vision of “joyful travel for passengers and the
smooth flow of goods”, and continue to maintain the advantages of industry
and international service brands.
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Efforts to Build An Aviation Regional Gateway Hub

Facing “the Pacific Ocean and the Indian Ocean”

In 2024, the Group will continue to give full play to the advantages of offshore
duty-free shopping and southbound location, make full use of the policy on
the fifth freedom of the air and the seventh freedom of the air, reasonably
arrange international air routes and promote substantial progress in the
construction of an aviation regional gateway hub facing “the Pacific Ocean
and the Indian Ocean”. Anchored by this position, the Group will establish a
special route to build an aviation hub facing “the Pacific Ocean and the Indian
Ocean”, thoroughly study and formulate the overall implementation plan,
actively contact relevant provincial and municipal units to put forward work
suggestions, and shifting strategic focus to the upstream and downstream of
the industry, improve its own economic benefits in the process of building an
aviation regional gateway hub facing “the Pacific Ocean and the Indian Ocean”.
Meanwhile, the Group will give full play to the fundamental, pioneering,
strategic and service-oriented role of air transportation, improve the facilitation
of passenger and cargo transit, open new, stable and intensify international air
routes, and build an extensive and accessible air transport network to enhance
the attractiveness of offshore duty-free shopping and tourism vacations.
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SIGNIFICANT AWARDS

2023/02/22 2023/03/16

Haikou Meilan International Airport won the Haikou Meilan International Airport won three world awards, namely “Best Regional
title of 2022 Two Stars Airport of “Dual- Airport in China”, “Best Airport Staff in China” and “Best Clean
Carbon Airport” granted by the China Civil Airport in China” granted by SKYTRAX

Airports Association

mimzm ©F SKYTRAX 7 6=mt R

. L BHEBE

8O EPR S R - o e -
th B RS e i r*E%fiEﬁ%ﬁ%J N Fq:EEE‘iﬁ::% %EIJ N rmEﬁ{i;%;g%iﬁJ
T #2022 E &R The World Award of “Best Airport Staff

51— E RIS in China” granted by SKYTRAX.

R SKYTRAXIE Ty

[MPERKERSE T HERRE

The World Award of “Best Regional Airport
in China” granted by SKYTRAX.
SKYTRAXH T H)

[ R RKEREES R KE

2023/05/15 2023/06/01

Hainan Meilan International Airport Company Limited The Aviation and Operation Control Department (fi# 825817 #%F) of Haikou Meilan International A\rporx

m . . . won the Outstanding Organization Award of the First China Civil Aviation Airport Operation
won the “2023 Vice President Unit of the Commander Vocational Skills Competition (& /& Bz #1558 171818 5 B ¥ S 8L 519%) granted by the National
Quallty Association of Hainan Province Committee of the Civil Aviation Administration of China (FEIfiZ= T &£ EZ &%), the China Employment

=3 2> O FE 47 & By E 25 [\ 7 Training Technical Guidance Center (R EIGEEHIZA BT HEEH.0), the Department of Personnel Science and
= | )
(20235*5&/@@‘@ AR ’\Tﬁ] = EEJ = ‘EELL) granted Education of the Civil Aviation Administration of China (B REMZ= R AFFFF), the Department of Airport

by the Quality Association of Hainan Province of the Civil Aviation Administration of China (F1 B R A% B#!% 7)) and the National Civil Aviation Committee
N N N . e - of the Communist Youth League (X EBZERMZEEE)
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2023/08/30

The 2022 annual report of Hainan Meilan International Airport Company Limited won the award granted by the LACP \
Vision Awards.
5 ST S 22 IS0 A IR A 1202248 4 & it o 48 55 (3] 55 1% =5 S Tt BB 6 S 5322 (LACP Vision Awards) B 5By #2758
1. Top 50 Chinese Reports = =
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2023/09/21

The 2022 annual report of Hainan Meilan International Airport Company
Limited won the Honors Award in the 2023 International ARC
HEEMBBREERNARAR2022F FEIREME2023FBEH B FRAE
(ARC) 48 5 58 1%

ARC AWARDS

HONORS

2023/11/05

The representative team of Meilan Airport won the Team First Prize (@

B2 — % 48) and the first place in the Scene Drill Project
(i%i%/ﬁliﬁla BEE— %) in the Emergency Rescue Competition of the Red : i
Cross Society of Hainan Branch in 2023 (20234 /& & & 41 + F & & K 8) L N

+

2023 BAWL+FHABRBP LK

granted by the Red Cross Society of Hainan Branch
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2023/12/05

Haikou Meilan International Airport won the "Emergency
Rescue Training Base of the Red Cross Society
of Hainan Branch (B AL+ FESHEIRE
iﬁl)" granted by the Red Cross Society of Hainan Branch

SRALTFRETEOEMERLS
[BREEAL T FRSRE RE |

The corporate full-time fire station of Meilan Airport won the Third Place in the 2023
Commander and Station-level Battle Force Competition (Corporate Full-time Fire Station)
(2023F {5 BB RIEB HE WML R (DX FBIEPB)) granted by the Fire and Rescue
Department of Hainan Province
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2023/12/07

The Service Express of Haikou Meilan International Airport won
the 2023 China’s Digital Services Annual Billboard “Excellent
Service Award (SR 75 28)"
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MANAGEMENT DISCUSSION AND ANALYSIS

B IR E & am Mo AT

BUSINESS ENVIRONMENT

Civil Aviation Industry of China

The year 2023 was the beginning of the full implementation of the guiding
principles from the 20th National Congress of the Communist Party of China
(CPC) and it was the key year for China's civil aviation industry to consolidate
and resume development after the impact of the three-year Epidemic. In the
face of complex environment and severe challenges, the entire industry is
guided by Xi Jinping Thought on Socialism with Chinese Characteristics for a
New Era, conscientiously implemented the guiding principles from the 20th
National Congress of the CPC, and followed the requirements of “Three New
One High (Z#—&)" (namely, new development stage, new development
philosophy, new development paradigm and high-quality development), adhered
to the goal of making progress while maintaining stability, coordinated safe
operation, restored development and Epidemic prevention and control, made
strenuous efforts and courageous progress. The security situation was generally
stable, transportation and production resumed orderly, the quality of operation
improved, planning and construction quality and efficiency steadily improved.
Breakthroughs made in the reform, science and education innovations store
energy, international openness and cooperation expanded, major transportation
guarantees were unmistakable. With the comprehensive and strict governance
of the Party, the entire industry have made solid strides in the high-quality
development of civil aviation.

In 2023, the entire industry achieved a total air transportation turnover of
118.83 billion ton-km, passenger transportation of 620 million person-times,
and cargo and mail throughput of 7.354 million tons, which represent a year-on-
year increase of 98.3%, 146.1%, and 21%, respectively, recovering to 91.9%,
93.9%, and 97.6% of the levels in 2019. The daily utilization rate of aircraft
reached 8.1 hours, a year-on-year increase of 3.8 hours. The regular flight load
factor was 77.9%, and the cargo load factor was 67.7%, representing a year-
on-year increase of 11.3 and 2.7 percentage points, respectively. The entire
industry significantly reduced its losses by RMB187.2 billion. The average
boarding bridge rate at airports with over ten million passengers improved by
3.41 percentage points. The annual flight regularity rate reached 87.8%, an
increase of 6.15 percentage points compared to 2019. The total fixed asset
investment for the year was RMB115 billion, exceeding RMB100 billion for
four consecutive years. The total number of transport airports reached 259,
with a total capacity of 1.56 billion passengers. The C919 officially entered
commercial operation, and the Beidou system was formally incorporated into
the International Civil Aviation Organization standards.

The Company will thoroughly implement the guiding principles from the 20th
National Congress of the CPC, implement the guiding principles from the
Central Economic Work Conference, implement the guiding principles from
the National Transportation Work Conference (2@ @:E# T {E€:%), based
on the new development stage, implement the new development philosophy
in a complete, accurate and comprehensive manner, serve to build a new
development paradigm, take high-quality development as the theme, insist on
seeking progress while maintaining stability, promote stability, firmly hold the
bottom line of aviation safety, scientifically implement macro-control, focus on
improving the quality of development, consolidate the safety foundation for the
new chapter of building a strong transportation country and civil aviation, and
continuously consolidate and enhance the position of Meilan Airport in large
domestic airports.
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MANAGEMENT DISCUSSION AND ANALYSIS

OVERVIEW OF TOURISM IN HAINAN

In 2023, Hainan Province received a total of 90.0062 million domestic and
international tourists and achieved total tourism revenue of RMB181.309 billion,
representing a year-on-year increase of 49.9% and 71.9% and an increase of
8.3% and 71.4% compared to 2019, respectively.

In 2023, Hainan's major festivals continued to bring forth the new and the
colorful (F#THH %), domestic publicity and promotion achieved remarkable
results, and overseas publicity and promotion, exchanges and cooperation were
impressive. In terms of domestic market promotion, the brand awareness of
Hainan tourism has been effectively enhanced through more than fifty diverse
promotional activities such as “Multiple Ways to Get to Know Hainan (/&
MAEINTEFTF A R)", “Sunshine Hainan, Quality Tourism” and “Cool Hainan
Colorful Folk Customs (BEEER)/ERZFEERM) “. In terms of overseas market
promotion, Hainan Province seized the window opportunity of rapid recovery of
the international tourism environment, and actively promoted the resumption
and opening of direct flights to most of the important international source
markets for Hainan Province such as Thailand, Malaysia and Singapore.
At the same time, the Hainan Provincial Tourism, Culture, Radio, Film and
Television Sports Department (Bf & KA /LEELE B EE) and China Arts and
Entertainment Group Ltd. (FEI¥9MX{L =B B A 7)) hosted the “The First
Investment and Trade Fair of the Silk Road International League of Theatres,”
which strengthened friendly exchanges with the “Belt and Road” countries
participating in the “Belt and Road"” initiative and important international source
countries for Hainan Province.

At the same time, the development of demonstration zone was promoted,
and tourism, culture and sports were deeply integrated and developed. New
achievements have been made in the development of integrated business
forms, and “performing arts plus tourism” and “museum plus tourism” were
popular in the market. In 2023, Haikou “Midi Music Festival” (/8 0 2K &4
#9), Sanya “Strawberry Music Festival” (Zas & F4£5), Jay Chou Carnival
Tour Haikou Station and other large-scale performance events totaling 83 were
successfully held, with 623,000 audiences and revenue of RMB1.45 billion;
Museum tourism was highly popular. In 2023, the number of visitors to 47
museums in Hainan Province reached more than 4.8195 million; Cruise tourism
has developed rapidly, with 400 cruise trips in Xisha and 149,400 domestic
tourists, up 277.8% and 405.33% year-on-year respectively compared to 2022.
Hainan province has received a total of 22 cruise trips on the international route
of “Resorts World One,"” and has received a total of about 41,700 tourists from
29 countries and regions.

In 2024, in order to achieve the goal of high-quality tourism development,
Hainan Province will continue to set off a new wave of high-quality tourism
development by insisting on precise development.

First, Island Tourism Highway version 2.0 Industry Development Plan ({35
BRI A2 OhRE ¥ F 8 #28])) Hainan Province Health and Tourism Industry
Development Plan (C8 R & BEEIRITEXZEEHE)) Tropical Rainforest National
Park Belt Around Hainan Tourism Product System Plan (GR/EBHSERMER
NEERTEMEE X 2))) and other plans guiding the development of tourism
will be formulated and the development of regional tourism resources will be
optimized.
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MANAGEMENT DISCUSSION AND ANALYSIS

EIEE R

The Second is to build product system. The tourism product system of
international tourism consumption center ((BIBRHRATIEE AR DIRITEREER))
will be supported and fostered. The establishment of 5A-level scenic areas,
national tourist resort district, night culture and tourism consumption cluster

and other national tourism brand will be continued to coordinate and promote.

The third is to deepen tourism marketing. The analysis and research on
domestic and foreign customer source markets will be strengthened, and
precise marketing of “welcoming in” and “going global” for key customer
source markets such as Hong Kong, Macao and Taiwan markets, Southeast Asia
markets, South Korea markets, Russian-speaking area markets and Australia
and New Zealand markets will be carried out; Aiming at the domestic customer
source market, large and medium-sized cities in China and emerging source
cities with interprovincial routes will be contacted, and tourism marketing will
be precisely carried out.

The fourth is to raise the level of internationalization. Hainan province will strive
to achieve 62 international routes. The operation of routes of “Hong Kong-
Sanya” cruise tourism will be coordinated and guaranteed. The cooperation
outcomes of “Interconnection Demonstration Project of China-ASEAN (Hainan)
Cruise Tourism” will be expanded and more international routes of Hainan-
ASEAN cruise tourism will be opened.

The fifth is to improve public service for tourism. The supporting service facility
construction of island tourism highway will be deeply promoted, and the public
service facility construction for tourism throughout Hainan Province will be
coordinated and strengthened.

TOURISM HIGHLIGHTS OF HAINAN PROVINCE

In order to achieve the goal of high-quality tourism development, Hainan
Province has implemented various measures, for example, steadily promoted
the establishment of national sports tourism demonstration zones (FIZX 2 & ik
W7 EBIE), continuously enriched the supply of tourism products, and integrated
the development of business forms, Hainan Province continued to set off a new
wave of high-quality tourism development by insisting on precise development.

= On 1 April 2023, the newly added Picking-up methods of “Buy and
Pick-up (ENEEEN4E)" and “Guarantee and Pick-up (#£/RE13R)" for Hainan
offshore duty-free shopping was implemented. When offshore travelers
purchase duty-free goods in Hainan offshore duty-free shops with valid
identity documents or travel documents and offshore information, they
can choose “Guarantee and Pick-up (JE{RE1#2)" for duty-free goods with
a unit price of more than RMB50,000 (inclusive), for duty-free goods with
a unit price of less than RMB20,000 (exclusive) and in the policy list,
according the requirements of each type of purchase limit per person,
they can chouse “Buy and Pick-up (B1ERN#E)"
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MANAGEMENT DISCUSSION AND ANALYSIS

According to statistics from Haikou Customs, from 1 April 2023 to 31
December 2023, the Custom had supervised 1.28 million “Buy and Pick-
up (BNEEENER)" shoppers, 2.82 million pieces of purchased commodities,
with the sales of RMB2.51 billion. The number of “Guarantee and Pick-
up (E1RBEN#R)” shoppers was 605, the number of commodities purchased
was 608, with the sales of RMB61.27 million, and the policy was carried
out in a stable and orderly manner.

In addition, in order to further release consumption potentials and
stimulate the vigor of duty-free consumption, since July 2023, Hainan
has launched the 2023 second Hainan International Offshore Duty-free
Shopping Festival which has lasted for 2 months. Through holding joyful
summer parent-child duty-free shopping and issuing offshore duty-free
shopping consumption vouchers and other activities, and new policy
for picking-up methods coupled with summer season which stimulated
the vigor of duty-free consumption, consumers have gained diversified
shopping experience and tangible benefits.

On 8 May 2023, jointly sponsored by the Ministry of Culture and Tourism
and the People's Government of Hainan Province, supported by The
Hong Kong and Macao Affairs Office of the State Council and hosted by
the Hainan Provincial Tourism, Culture, Radio, Film and Television Sports
Department (A& R MXLEEEESEE), the “Art Sea Flowing Gold,
Sunshine Hainan” cultural and tourism exchange activity between the
mainland and Hong Kong and Macao was held in Hainan.

"Art Sea Flowing Gold” is a key cultural exchange brand project created
by the Ministry of Culture and Tourism. It was also an important
platform for cultural tourism exchanges and cooperation between the
mainland and Hong Kong and Macao. Since 2005, 16 sessions have
been successfully held. Through opening ceremony, tourism and culture
promotion meetings and visits and exchanges, such activities have
enabled Hong Kong and Macao compatriots to experience the cultural and
tourism resources with Hainan characteristics, enhanced the exchange
of ideas among the cultural and tourism communities of Hainan, Hong
Kong and Macao, enhanced the understanding of the cultural and tourism
communities of Hong Kong and Macao on Hainan, and stimulated
the recognition and pride of the Chinese culture among them. It has
promoted the construction of an exchange platform and communication
mechanism supported by tourism and with culture as its connotation.
Also, it will further deepen the cultural and tourism exchange and
cooperation between Hong Kong, Macao and Hainan.

On 1 December 2023, the opening ceremony of the 24th Hainan Island
Carnival (the “Carnival”) was held in Haikou. As a landmark tourism
festival in Hainan, the Carnival has been successfully held 23 times so far.
The Carnival was presented in the form of five major sections, including
the main activities of the Carnival, the Haikou main venue activities, the
five-city sub-venue activities, the thematic month of Hainan tourism,
and the nine-theme tourism routes, covering the six tourism elements
of "eating, living, walking, traveling, purchasing, and entertainment,”
which fully reflected the deep integration of culture and tourism and the
spillover effect of “cultural tourism +".

BEEEN WA

BEOEHEG  —T_=FMA—HE=F
T=F+ZA=+—Hit  BEAEETEEA
RIBMABE1288 AR - BYMHER2828M
HEBARB25. 1187 o [HEREMR]IEY605
AR - Y608t - HERARYEG,1278
TL BRBRETYEAF -

IO - RE—TBECEBE N - MBERBEEE
N BERZZEZ=FLAR BB TREAM
BRMIZE_=F_EemERES 2T EY
il RBRMERRTRNERE BEHHER
BRBYIHERZEY  REMASNEHEEH
BRBHETN  BHEBEERSTIENBYRE
BMEBEAENES -

“ERC=FRANR - AR ER - BEE
ARBRARINH BEREREBERAE
o OBEEREMUEEEEE BANRNEE
M e F5 Ot R A L R S M ks SR AT
TEENEE AR o

28R £ |2 XL MR AR 11 1T 3E RO 88 R X
ERREHMEIER - AR LR
RRBENERYE  B-_TTRFESHYE
W16fE - RREBBRBHBR  RXHENE -
ERINELRIVA - RERRRRAARBRER
B XL MR E R - hnoa 888 =i (L ik
BRBIER - IEEERERATHBENR
HMETE O AEARHTENECHRFAEL R
R R PAIRIEE 332~ AL R AR 37
AMEBEINER  SRE-PR(OBERES
RIS A 1 ©

TEC=F+-A—-R  F-THEESERERR
BEELH((BEF DHFEEORT - ER
BEERMRIREHERDY  BEHESEXD
BPT23E o NEBELHUBLHLREL -
BOTEISEE  AWTHSBEEY  BEER
REEEAEE  AREERBRES AR
WARR RE&EM - £ 178 B 8®]IKXK
mEEER  ROBRUCMIKERERE RIX
B+ B U

—E-CEER . sHERERTERGAREAT 2D



MANAGEMENT DISCUSSION AND ANALYSIS

BIEE Lo

- On 18 December 2023, the Island Tourism Highway was opened to
traffic, and the first key relay station, “Singing the Oriole, Riding the
Wave (£ #R)” was officially put into operation simultaneously.
Located in Huangliu Town, Ledong County, Singing the Oriole, Riding
the Wave (B##)R) Station is one of the first key relay stations along
the Hainan Island Tourism Highway. Singing the Oriole, Riding the Wave
(B HBR) Station is the first relay station to start construction with
the largest planned area, and the only one with “artificial and natural
compound landscape (ALBAREES#E]) " as the main resource. The
relay station integrates six functions: cultural and creative picture posting,
creative exhibition, tourist distribution and service, salt culture experience
and study, self-driving tourist supply, and outdoor experience, providing
tourists with basic services, culture and art, catering, supermarkets and
other multi-format, all-round comprehensive services.

During the period of the eight-day Spring Festival holiday in 2024 (i.e. from 10
February 2024 to 17 February 2024), Hainan Province received a total of 9.5145
million tourists and achieved a total tourism revenue of RMB15.127 billion.
Compared with the same period last year, it increased by 48.8% and 62.7%
respectively. Compared with the same period in 2019, it increased by 52.6%
and 76.7% respectively.

In 2024, Hainan Province will prepare Island Tourism Highway version 2.0
Industry Development Plan (IR S 55 A8 2.0k E ¥ F 3R E))), Hainan Province
Health and Tourism Industry Development Plan ((SR&AREIRGFEEZERERE))
and other plans guiding the development of tourism, while optimize resource
development of regional tourism, support the synergetic development of
Haikou Economic Circle, Sanya Economic Circle, Danyang Economic Circle, etc.
Through creating product system, deepening tourism marketing, rising the level
of internationalization, improving public service for tourism and other aspects,
Hainan Province will insist on integrated development, deepen the integration
of culture and tourism, promote the integrated development of agriculture,
culture and tourism, culture, sports and tourism, culture, business and tourism,
create integrated business forms, integrated brands and integrated projects,
and enhance the vitality of high-quality development of cultural tourism.

The Group will surely pay close attention to the development trend of tourism
in Hainan Province, actively cooperate with the local government to carry
out the publicity and promotion of tourism products, grasp the development
opportunities, and help Meilan Airport achieve new breakthroughs in
passengers and cargo and mail throughput.

TRAFFIC SITUATION ON HAINAN ISLAND

In 2023, under the firm leadership of Hainan Provincial Party Committee and
Hainan Provincial Government, Hainan Province completed an investment of
RMB16.7 billion in roads and waterways. The construction of key transportation
projects progressed steadily, innovative development of tourist roads was
pursued, and potential safety hazards on rural roads were investigated and
rectified. The province reached historic new highs in road and waterway
passenger volume, passenger turnover, freight volume, and cargo turnover,
fully achieving various annual goals and tasks.
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MANAGEMENT DISCUSSION AND ANALYSIS

In accordance with the “14th Five-Year” Plan for Integrated Transportation,
in 2025, Hainan Province will strive to achieve a five-year accumulative
investment of over RMB220 billion in transportation infrastructure construction,
significantly improve the competitiveness and influence of gateway hub, realize
smooth access to external comprehensive transportation channels, better
improve the integrated transportation network of Hainan Island, integrate
efficient transportation services and strong development momentum, and
acquire remarkable results in the construction of a pioneering area in terms
of transportation power, so as to effectively support and ensure the smooth
realization of the phase objectives of the construction of Hainan Free Trade
Port.

In terms of highways, the Hainan Island Tourism Highway was officially
opened for traffic on 18 December 2023. This project is a pioneering major
infrastructure initiative for the construction of the Hainan Free Trade Port and
the creation of an international tourism and consumption center. Spanning
a total length of 988 kilometers, it connects 12 coastal cities and counties
including Haikou, Wenchang, and Qionghai. It integrates with high-speed
trains, expressways, and national highways through connector lines, forming
a “fast access, slow travel” transportation system. The route passes through
approximately 9 types of 84 scenic areas, preliminarily creating a “pearl
necklace” that links many of the island’s beautiful landscapes. The highway
also includes supporting facilities such as viewing platforms, parking areas,
roadside parking lanes, new energy charging stations, maintenance areas, and
several highway stations.

In terms of airport investment and construction, on 20 November 2023, the
Sanya Phoenix International Airport (“Sanya Airport”) Phase Il renovation and
expansion project, along with the Qionghai Bo'ao Airport (J8/51E%1415) (“Bo’ao
Airport”) Phase |l expansion project, held their groundbreaking ceremonies in
Sanya and Qionghai, respectively.

The Sanya Airport Phase Ill renovation and expansion project is designed
to accommodate an annual passenger throughput of 30 million, with a total
investment of approximately RMB2.92 billion. It is scheduled for completion
by the end of 2025. The main construction includes a 120,000-square-meter
T3 terminal building, 7 E-class apron positions, a 38,800-square-meter parking
garage, a 4,500-square-meter ground transportation center, and supporting
facilities.

As a key project supporting the annual meeting of the Boao Forum for Asia
("BFA"), the Bo'ao Airport Phase Ill expansion project is designed to meet
an annual passenger throughput of 3 million, with a total investment of
approximately RMB1.544 billion. It is also planned for completion by the end of
2025. The main construction includes a 34,000 square meter core area of the
T2 terminal building, 110,000 square meters of apron, a 26,300-square-meter
parking lot in front of the terminal, and supporting facilities.
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MANAGEMENT DISCUSSION AND ANALYSIS

EIEE R

OFFSHORE DUTY-FREE

In 2023, Haikou Customs supervised Hainan offshore duty-free shopping
amounting to approximately RMB43.76 billion, representing a year-on-year
increase of 25.4%. The number of duty-free shopping by travellers reached
6.756 million visits, representing a year-on-year increase of 59.9%. The number
of duty-free shopping items reached 51.3 million, representing a year-on-year
increase of 3.8%.

In April 2023, the pickup methods of “buy and pick-up” and “guarantee and
pick-up” for Hainan offshore duty-free shopping were implemented, further
stimulated passengers’ shopping enthusiasm, became a new hotspot for duty-
free consumption, and continuously promoted the quality and upgrade of
Hainan's offshore duty-free consumption. With the strong recovery of inter-
provincial travel, Hainan has implemented a series of consumption promotion
measures. Duty-free entities both online and offline launched a variety of
promotional activities, showing a warming trend in Hainan’s offshore duty-free
market.

During the Year, there are a total of 6 offshore duty-free business entities in
Hainan, with the number of duty-free shops increasing to 12. With the opening
of the Global Beauty Plaza in Zone C of the Sanya International Duty-Free
City on 28 December 2023, the number of duty-free shop brands has further
increased, enhancing the shopping experience for consumers.

The offshore duty-free policy is an important measure to support the
construction of Hainan international tourism consumption center and is one of
the important measures for the construction of Hainan Free Trade Port, which
is not only conducive to stimulating the consumption potential of domestic
tourists in Hainan, but also to benchmarking against well-known international
consumption center cities, gathering high-quality consumption resources
from an international perspective and improving the convenient international
consumption mechanism, with the purpose of building Hainan into a desirable
tourist destination for tourists all over the world.

The Group will make full use of the opportunity of offshore duty-free policy,
strengthen its cooperation with the offshore duty-free business entities,
establish a sense of ownership, take the initiative to communicate and
cooperate with offshore duty-free business entities, provide business support
for them, give full play to the policy benefits and assist the construction of the
international tourism consumption center in Hainan Free Trade Port.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS AND REVENUE REVIEW

Overview

In 2023, changes in Pandemic prevention and control policies brought new
development opportunities to the civil aviation industry. Meilan Airport
coordinated safety operations, recovery development, and Pandemic prevention
and control, achieving a record high in passenger throughput. There were
no major responsible safety service incidents occurred throughout the year,
successfully marking the 25th consecutive safe year since the opening of
Meilan Airport.

In 2023, the Group achieved the following milestones in brand establishment:
With a commitment to providing high-quality passenger service experience, we
were honored with three global awards by the SKYTRAX organization, namely
"Best Regional Airport in China”, “Best Airport Staff in China”, and “Best Clean
Airport in China”. Meilan Airport received a total of 46 provincial and ministerial-
level (inclusive) awards throughout the Year, including 10 international awards
and 17 national-level awards.

In 2023, Meilan Airport consistently adhered to the highest standards,
the strictest requirements, and the most meticulous measures. Through
precise planning in various aspects such as top-level design, response level
enhancement, internal control and social control. Meilan Airport successfully
ensured the security and smooth operation of significant events including the
National Two Sessions, the BFA, and the Third China International Consumer
Products Expo.

Ensuring safety and operational quality, Meilan Airport continuously carried out
service quality improvement activities, planning a three-year special project with
“Four Orientations” aimed at enhancing service quality towards passengers,
airlines, partners, and employees. Meilan Airport introduced distinctive service
products such as the “966114 Service One Call”, “Worry-free First Trip” and
“Late Arrival Butler”; optimized and adjusted the parking and waiting areas
for ride-hailing and taxis, improved vehicle turnover and entry efficiency;
and shortened flight cut-off times, effectively enhanced passenger service
efficiency and experience. It has developed a one-stop service platform for
airlines; compiled a bilingual “One-Stop Checklist”, addressing 59 suggestions
and needs raised by airlines, achieving an average satisfaction rate of 97.59%
for airline operational services, resulting in a win-win situation for both airlines
and the airport. It guided and supported external suppliers in establishing
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equivalent quality control systems, set up a “Customer Service Center” in the aiu#ﬂ#ﬁﬁﬁ%%% CRVUZBEBREEERBR M
terminal, and created a streamlined approval process “One-List”, effectively REITHERBEEZE—ZF|ME  FEETHREEM
solving the challenges faced by 70 outsourced units stationed at the airport.  1BF @ BEH - B HE -k - BATETEL S
Meilan Airport established a multi-channel professional development system, #HE R BBEENERIEETEY Y581
addressed a series of issues such as shared apron rest areas for employees, BREVE ©
made a more stable workforce, further enhanced cohesion and combativeness
and improved the safety margin of operations. At the same time, it enriched
employees’ leisure life by continuously organizing various staff activities.
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MANAGEMENT DISCUSSION AND ANALYSIS

BIEE Lo

Overview of Aviation Business

Since 2023, the aviation market has seen a clear recovery, Meilan Airport
actively coordinated with airlines such as Hainan Airlines, Southern Airlines to
put wide-body passenger aircrafts on popular routes and continuously increased
airlines’ capacity in Haikou.

In 2023, Meilan Airport made a breakthrough with respect of flight scheduling
capacity. In June 2023, the CAAC approved an increase of peak hour capacity
standard for flights at Meilan Airport from 30 flights/hour to 40 flights/hour (i.e.,
the flight scheduling coordination parameter was not exceed 39 flights/hour,
and the use of the remaining 1 flight was determined by the CAAC), resulting in
a 33% increase in flight scheduling capacity. Subsequently, the CAAC initiated
the allocation of new flights scheduling at some coordinated airports, with the
first round of the release of hour capacity for 5 flights at Meilan Airport, and 23
airlines obtained the incremental capacity, planned to operate 52 routes, all of
which were scheduled and successfully operated.

In 2023, Meilan Airport continued to support Juneyao Airlines in establishing the
Hainan branch. Meilan Airport will continue to promote the airlines to establish
bases in Haikou, continuously increasing its transport capacity stationed at the
airport and improving its routes layout.

In order to further improve the network layout of the Meilan Airport routes,
expand the aviation market, build a connected international and domestic
transfer network, Meilan Airport accelerated to construct a route network
for an international aviation hub for the Pacific Ocean and the Indian Ocean.
Meilan Airport entered into a series of cooperation agreements with airports
and airlines in various regions and actively promoted the execution and
implementation of such agreements.

As of 31 December 2023, Meilan Airport operated a total of 254 originating
routes, including 218 domestic routes, 29 international and regional routes,
7 international freight routes, representing a year-on-year increase of 68 new
routes, including 45 domestic routes, 20 international and regional routes and
3 international freight routes. Meilan Airport extended its reach to a total of
146 cities, including 121 domestic destinations, 17 international and regional
destinations, 8 international freight destinations, representing a year-on-
year increase of 31 new destinations, including 12 domestic destinations, 16
international and regional destinations, and 3 international freight destinations.
A total of 51 airlines operated at Meilan Airport, including 35 domestic airlines,
12 international and regional airlines and 4 international freight airlines,
representing a year-on-year increase of 16 airlines, including 2 domestic airlines,
11 international and regional airlines and 3 international freight airlines.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEEN WA

Details of the aviation traffic throughput of Meilan Airport in 2023 and —E-=FZEEEMESBREHBEREI—FH
comparative figures of last year are set out below: HEEHI AT -
2023 2022 Change
—EZ=F —TooF 2
Passenger throughput REELEEN  BAR)
(headcount in ten thousand) 2,434.04 1,116.22 118.06%
in which: domestic B B®R 2,385.70 1,116.00 113.77%
international and regional EilEyS&: il 48.34 0.22 21,872.73%
Aircraft takeoff and landing (times) TR AP SRR (B84 © 3R) 172,454 105,675 63.19%
in which: domestic Hei : @R 167,553 105,181 59.30%
international and regional EilySe: A 4,901 494 892.11%
Cargo and mail throughput (tons) EBNFHE (BN - M) 174,904.80 124,372.70 40.63%
in which: domestic Hi : l{R 167,551.30 118,758.10 41.09%
international and regional B R R b = 7,353.50 5,614.60 30.97%
The Group's total revenue from aviation business in 2023 was A&EB T -_=ZFMEEKERKABARE

RMB974,620,249, representing an increase of 169.88% as compared with the 974,620,249 ' R_-T — —F R HE K 169.88% °
corresponding period in 2022. The increase in revenue from aviation business MEEBKRAEEETEEAAKELEBAL 2 KXIE
was mainly due to the increase in revenue resulting from the significant EEHRWAEINUREEEEEEMEEBFRA -
increase in passenger throughput as well as cargo and mail throughput, and the

income from aviation business generated from the Leased Assets.

A breakdown of the Group's revenue from aviation business is as follows: BRAASEEMEEBBAFBHIINAT -
Amount Changes
in 2023 over 2022
(RMB)
—E-= B-®—-—
Ko BE
(AR#TT)
Passenger service charges IRE RSB 448,590,560 182.46%
Ground handling service income o T AR 7% B 336,392,533 175.51%
Fees and related charges on aircraft take-offs  FMEAE[R R AHE UL &
and landing 189,637,156 136.39%
Total revenue from aviation business Mz ERAEBA 974,620,249 169.88%
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MANAGEMENT DISCUSSION AND ANALYSIS

BIEE Lo

Overview of Non-aviation Business

In 2023, the non-aviation business of the Group experienced a significant
increase. The revenue of the annual non-aviation business reached
RMB1,111,059,278, representing a year-on-year increase of 42.38% accounting
for 53.27% of the Group's total revenue.

In 2023, the Group continued to assist the duty-free shops at Meilan Airport in
advancing the upgrade of luxury brands, strengthening marketing promotions,
and enhancing the revenue from duty-free business. Within this year, the Group
also tapped into potential resources, promoted the recovery of business such
as VIP cards for business travel and agency insurance sales, increased efforts
on marketing and promotion, boosted business revenue, and increased revenue
from non-aviation business.

In 2023, the Group recorded franchise income of RMB622,399,533,
representing a year-on-year increase of 37.11%; hotel income amounted to
RMB110,241,102, representing a year-on-year increase of 53.26%; freight
and packaging income reached RMB86,981,209, representing a year-on-year
increase of 33.15%; rental income reached RMB76,557,013, representing a
year-on-year increase of 9.13%; VIP room income reached RMB39,225,048,
representing a year-on-year increase of 21.06%.

Rz E R LRt

ZE-=F  AFEEMTEEBRAKNEER - 2F
BIRIEMEEBIWAARYE,111,0569,2787T © [ Eh 1%
£42.38% ' FEASE LA RGELESS.27% ©

R =F ARERBERDEFRSLTIEHEES
EmETR - IREHEE  BRARHEBRA - K
SEEANZRECER  HEFKES R  RERF
BHEEEBIRE  MAEHRERHENE - BABER
A v EINIEAZE R TEUA o

ZEZ=F AEEBTREBRARSEARE
622,399,56337C * AL IER37.11% : JEEUWAZEERIA
R®110,241,1027T * ALIEKRS3.26% : BEERBHE
W A E AR #86,981,2097T © R K33.16% : &
W AZEARKT76,657,0137C ° ALK 13% : EF
=W AER ARKEZ9,225,0487T © [IHIER21.06% °

Amount in Changes over
2023 2022

(RMB)

—E_=F B-E_-_

- 25

(AR#TT)
Franchise income SRS E A 622,399,533 37.11%
Hotel income B JE WA 110,241,102 53.26%
Freight and packaging income BEERBERA 86,981,209 33.15%
Rental income el A 76,557,013 9.13%
VIP room income HEEEWA 39,225,048 21.06%
Other income HA 175,655,373 102.89%
Total revenue from non-aviation business EF RS S 1N 1,111,059,278 42.38%

Franchise Income

In 2023, the franchise income of the Group aggregated to RMB622,399,533,
representing a year-on-year increase of 37.11%, which was mainly attributable
to the continuous recovery of the aviation industry in PRC, which led to
increased passenger throughput at Meilan Airport and a significant growth of
sales of duty-free shops at Meilan Airport, resulting in a significant increase in
franchise income of the Group as compared to the same period last year.
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MANAGEMENT DISCUSSION AND ANALYSIS

Hotel Income

In 2023, the hotel income of the Group amounted to RMB110,241,102,
representing a year-on-year increase of 53.26%, which was mainly due to the
increase in passenger throughput and higher occupancy rate of Meilan Airport
Hotel.

Freight and Packaging Income

In 2023, the freight and packaging income of the Group amounted to
RMB86,981,209, representing a year-on-year increase of 33.15%, which
was mainly attributable to the significant recovery of aviation market and the
resources integration and promoting activities carried by Meilan Airport’s freight
business, leading to an increase in freight and packaging income as a result
of the significant year-on-year increase in cargo and mail throughput of Meilan
Airport.

Rental Income

In 2023, the rental income of the Group amounted to RMB76,557,013,
representing a year-on-year increase of 9.13%, which was mainly attributable to
the increase in rental income due to the addition of leased area during the Year.

VIP Room Income

In 2023, the VIP room income of the Group amounted to RMB39,225,048,
representing a year-on-year increase of 21.06%, which was mainly attributable
to the increase in passenger throughput at Meilan Airport and the year-on-year
increase in VIP room income due to the addition of the Company’s franchised
business of VIP cards for business travel since August 2023.

Constantly Insist on Production Safety

The Group has always constantly regarded safety production as the “lifeline”
for survival and development. In 2023, the first year of economic recovery and
development after three years of Pandemic prevention and control. Against
this backdrop, the Group focused on the Law of People’s Republic of China on
Safety in Production ((F#EARLMB L 2 EEE)), implemented and improved
the safety responsibility system. By strengthening the following aspects of our
work, we actively enhanced our safety management level:

We have actively promoted the assessment of the ability to ensure the
safe and orderly restoration of the aviation transport market, successfully
completed a series of major safeguards to ensure that safety assurance
capabilities match the growth in traffic volume. On one hand, we dynamically
conducted assessments of flight resumption support capabilities and safety
risk evaluations. The coordination team completed 7 stages and 16 times of
comprehensive airport support capability assessments, firmly maintaining
safety bottom line. By identifying 16 safety risk points related to “human,
machine, environment, and management” (i.e., unsafe factors related to
personnel, equipment, environment, and management), we effectively respond
to various risk challenges. On the other hand, the comprehensive support
capability assessments and planning for post-expansion flight capacities were
coordinated, identifying the main weaknesses and variable factors affecting
future development, and proposing suggestions for the implementation of key
projects that require advance coordination.
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Leveraging the civil aviation safety capability improvement project, we explored
the implementation and operationalization of the Dual Prevention Mechanism,
to promote the optimization and upgrade of the airport safety management
system. On one hand, we systematically disseminated and studied, improved
the working mechanism, and refined and summarize experience to form an
intuitive and actionable operational guide. We have conducted comprehensive,
multi-angle, and multi-level promotional learning activities, issuing a total of
three editions of Study Guidelines of Meilan Airport on the Implementation
of the Dual Prevention Mechanism (EHE#IZEETAH K EH 2T IKEHM
). These guidelines clarify the implementation of a three-level management
mechanism for the hazard source database and hidden danger database,
revised the risk management mechanism, and extended the civil aviation dual
prevention concept and methods to public safety. We have conducted individual
assessments of over 300 items in the hazard source databases across 12
production departments, completing the iterative upgrade of the database and
laying the foundation for gradually standardizing risk control measures. On the
other hand, we have systematically organized the revision and optimization
of work manuals to effectively address issues such as repetitive content in
substantial revision workloads, lengthy texts reducing manual readability,
and the presentation of standards in a singular form. This further enhanced
the guiding role of the manuals, bridging the last mile in safety management.
Simultaneously, in the process of integrating and implementing the Dual
Prevention Mechanism with the safety management system, we have
systematically summarized and organized ten experiences in the practical
application of the safety management system, drawing from practical work,
multiple special inspections event investigations, and review experiences and
other activities. These experiences have served as guidance for practical work.

“Double Upgrade” in Service System and Standards

Boosts Further Improvement in Service Quality

In 2023, Meilan Airport, guided by the “14th Five-Year” Development Plan for
civil aviation, focused on foundational work and construction. Adhering to the
relevant regulations, standards, and normative documents issued by the CAAC,
and leveraging years of experience in service management systems, service
standards exploration, and practical experience, Meilan Airport upgraded and
released the new version of the Service Quality Management System (SQMS)
and the new “1+N" Five-Star Service Standards, which effectively promoted
the enhancement of service management, governance, and execution
capabilities, empowering and contributing to the high-quality development of
Meilan Airport.

The Service Quality Management System (SQMS) at Meilan Airport was built
with the objective of at “transforming Meilan Airport into a dazzling showcase
of the Hainan Free Trade Port style”, adhered to principles such as people-
centric and sincere service, systemic thinking and synergistic coexistence, risk
prevention and lean management and product-oriented thinking with innovation
within norms. Through a “1-2-4-2-3" management structure, which includes
one center, dual-level consideration, four foundational aspects, dual-core drive,
and three key points, it clearly Meilan Airport’s full-chain, process-wide, and
full-cycle service management scope, established a management mechanism
with external collaboration support and an internal system loop, aiming to
continuously enhance the effectiveness of service quality management and
establish an outstanding civil aviation service brand.
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The "1+N" Five-Star Service Standards have established 237 “star” standards
that exceed industry levels. By covering 17 major categories of service
quality standards, including service behavior norms, equipment management
regulations, and environmental management standards along with N
accompanying management standards, this effectively addressed the question
of “what is quality and how to ensure it”.

The release and implementation of the new service management system and
standards provided strong support for the high-quality development of Meilan
Airport, and marked a new phase in its service operations. As an important
transportation hub in Hainan Province and a window showcasing for the Hainan
Free Trade Port, Meilan Airport will be based on a new development phase.
With high-quality development as the theme and the goal of becoming an
aviation regional hub facing “the Pacific Ocean and the Indian Ocean”, Meilan
Airport has committed to continuously improving the implementation of system
elements and standard execution, enhancing the level of service management,
Meilan Airport demonstrated its responsibility and commitment as service units
and provided passengers with superior aviation services.

FINANCIAL REVIEW
Asset Analysis

As at 31 December 2023, the total assets of the Group amounted to
RMB11,360,952,185, representing a year-on-year increase of 6.78%,
among which, current assets amounted to RMB704,863,719, representing
approximately 6.20% of the total assets; and non-current assets amounted to
RMB10,656,088,466, representing approximately 93.80% 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 2023, the interest bearing debts of the Group were
mainly bank loans, (the “Total Borrowings”), amounting to approximately
RMB2,226,073,000 in aggregate, and cash and cash equivalents were
approximately RMB203,653,693.

The gearing ratio (net debt/total equity) of the Group was 32.31% as at 31
December 2023 (31 December 2022: 30.40%).

The Group maintained a balanced portfolio of loans at fixed interest rates
and variable rates to manage interest expenses. As at 31 December 2023,
the syndicated loan (the “Syndicated Loan”) of the Group in an amount of
RMB1,906,073,000 was contract with a fixed interest rate denominated in
Renminbi.
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The Group aimed to keep the balance between the continuity and flexibility
of funds by capitalizing on its Total Borrowings. As at 31 December 2023, the
Group's Total Borrowings will become due within one year or repayable on
demand. As at 31 December 2023, the Group's Total Borrowings and major
cash and cash equivalents were denominated in Renminbi.

Costs Analysis

The cost of sales, selling and distribution expenses and general and
administrative expenses of the Group aggregated to RMB2,169,791,200 in
2023, representing an increase of RMB962,147,726 and a year-on-year increase
of 79.67% as compared to that of 2022. Information on items with large
changes in cost and expense for the Year is as follows:

(1) the Group's depreciation and amortization of intangible assets for this
year increased by RMB473,602,252 as compared with the corresponding
period in 2022, mainly due to the increase in depreciation of related right-
of-use assets as the Company leased the Leased Assets;

(2)  the employee salary, and labour outsourcing and labour dispatch cost of
the Group for this year increased by RMB283,636,907 as compared with
that of the corresponding period of 2022, which mainly because, the
Company has been responsible for the overall operation of Meilan Airport
since 2023, increasing flight scheduling capacity and business volume
recovery, which led to an increase in labour demand and consequently,
an increase in the number of employees;

(3)  the cleaning and environmental maintenance fees, security service fees,
utilities and maintenance costs of the Group for this year increased by
RMB198,232,503 as compared with that of the corresponding period of
2022, mainly due to the increase in passenger throughput and cargo and
mail throughput of Meilan Airport, and the increase in relevant operation
costs as the Company has been responsible for the overall operation of
Meilan Airport since 2023.

In 2023, the financial expenses of the Group amounted to RMB135,747,181,
representing a year-on-year increase of RMB47,592,994, which is mainly
attributable to the increase in financial expenses as a result of the addition to
the interest fees on leased liabilities of RMB52,456,540 during this year.

36

FEENBERRERGEREESNFETEEEN
ZERFEFE - R_B_=F+-_A= -1— SRS S
BB HREEE - FAMIRKEREERE R _T =
=f+-H=+—H" $’§@E’J%@famﬂigﬂ’]fii
MREEEYMAARKETE -

RAERDH

—EoCFAEEEENRLE HEERKEEREBRAA

FAARY2,169,791,2007T * R-T - —FHEMAR

%962 147,7267C * BILLIERT9.67%  REEKAE
BEHEANBEBRAOT

() AEEREEREREVEESHERAR_T—
ZFRBEMARKA73,602,2527T  FEER
RAEAHEERE @ FIEHEBEREEENE

2) AEEAEEETITE  BHIERBBIREE
AR-ZZ-Z_FRBE M T ARH¥283,636,907
T TERARAARE T -_—FREREE
MBS MIRZREREBENESRA -
FRTHESIEINEEE T ASIE

(3) LKEFLKEI%‘%&I%%%Z&*%E ZIRIREE -
BEREBER T __FRIPENARE
198 232,5037T - IREIE%%&%%E&%&T
HATEEMURE T = FRAQNGEEE
BRI - EPBERRE &AL N

ZEZ=F  AEEUBERAARK135,747,181
JT ﬁziﬁ,ﬁﬂiﬁﬂw\Em@M 592, 99473 FERHA

JT géﬁlﬂﬁ%éﬁﬁﬁi‘bﬂ °

HAINAN MEILAN INTERNATIONAL AIRPORT COMPANY LIMITED e ANNUAL REPORT 2023



MANAGEMENT DISCUSSION AND ANALYSIS

Expected Credit Losses

The Group recorded the reversal of expected credit losses of RMB58,702,224
in 2023, which is mainly attributable to the debt restructuring arrangement
entered into between the Group and Company A during this year. Company A
has made good the Group’s receivables against the debts by the Company to
its related parties. The provision for bad debts previously accounted for such
receivables was reversed during this year.

Cash Flow

In 2023, the Group’'s net cash inflow from operating activities was
RMB526,935,887, representing a year-on-year increase of 202.76%, which was
mainly attributable to the continuous recovery of the aviation industry in PRC,
which led to increased growth of aviation business volume of Meilan Airport,
and the revenue arising from the Leased Assets leased in 2023 was attributable
to the Company, driving the increase in revenues.

In 2023, the Group's net cash outflow for investing activities was
RMB326,689,079, which was mainly for the payment of construction costs for
the Phase Il Expansion Project.

In 2023, the Group's net cash outflow for financing activities was
RMB116,020,188, which was mainly attributable to the repayment of loan
principal and interest, as well as the payment to the Parent Company for rents
on the Leased Assets 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
a 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. The loan proceeds shall be solely used for the construction of the airport
project (the “Airport Project”) of the Phase |l Expansion Project.

Accounts Receivable

As at 31 December 2023, the accounts receivable and other receivables of the
Group amounted to RMB463,507,215, representing an increase of 48.36% 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(3), Note 4(5) and Note 16(1) to the financial statements. The
impairment policy and accounting estimates for accounts receivable are set out
in Note 2(9) and Note 2(28) to the financial statements.
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Gearing Ratio

As at 31 December 2023, the current assets of the Group were
RMB704,863,719, total assets were RMB11,360,952,185, current liabilities
were RMB6,398,676,685, and total liabilities were RMB7,123,059,049.

As at 31 December 2023, the gearing ratio (total liabilities/total assets) of the
Group was 62.70%, representing an increase of 4.12% as compared with that
as at 31 December 2022, which was mainly due to the Leased Assets and the
addition to leased liabilities leading to a significant increase in liabilities.

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 2023, the financial instruments of the Group mainly
comprised cash at bank and on hand, stock and trusts, Syndicated Loan and
short-term borrowings. The major sources of these financial instruments are the
fund-raising for operation of the Group and the repayment of liabilities. 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” in this annual report,
as at 31 December 2023, the Group had no other significant contingent liability.

Significant Investments Held and Their Performances
As of 31 December 2023, the Group had no material investment enterprises.

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

During the year ended 31 December 2023 (the “"Reporting Period"”), the
Company did not carry out any other material acquisitions or disposals of
subsidiaries, associated companies or joint ventures.
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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)

(2)

(3)

Syndicated Loan

As disclosed in the circular of the Company dated 6 March 2018,
pursuant to the RMB Fund Syndicated Loan Agreement for the 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 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 the 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 of 31 December
2023, 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. Further details of the Syndicated Loan are set out in
Notes 2(1) and 8(6)(b) to the financial statements;

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

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 2023 and as at
the date of this annual report, there was no other future plan approved by the
Group for any material investments or capital assets.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

During the year ended 31 December 2023, neither the Company nor any of
its subsidiaries had purchased, sold or redeemed any of the Company’s listed
securities.

CHANGE IN INFORMATION OF DIRECTORS,
SUPERVISORS AND CHIEF EXECUTIVES

Mr. Qiu Guoliang ceased to be a non-executive director of the Company with
effect from 13 April 2023.

Mr. Wang Zhen, an executive director of the Company, has reached the
statutory retirement age and ceased to be the commander in chief of the
commander department of the Phase Il Expansion Project since August 2023
and has been re-designated as a non-executive director of the Company with
effect from 11 August 2023.

Mr. Wu Jian, a non-executive director of the Company, has been appointed as
a vice president of the Parent Company since July 2023 and ceased to be the
assistant to the president of the Parent Company.

Save as disclosed above, during the year ended 31 December 2023 and as at
the date of this annual report, there were no other changes in the directors
(the “Directors”), supervisors (the “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”).

EMPLOYEES, REMUNERATION POLICY AND
TRAINING

As at 31 December 2023, the Group had a total of 4,106 employees,
representing a year-on-year increase of 2,810 employees, which was mainly
due to the fact that firstly, the Company has been responsible for the overall
operation of Meilan Airport since this year, and the business volume has
increased, resulting in an increase in labor demand; secondly, according to the
“Interim Provisions on Labor Dispatch ((ZSIKEEITEED)" by the Ministry of
Human Resources and Social Security, the employing unit should strictly control
the number of labor dispatched, so the Company organized 545 dispatched
employees to be converted into labor contract workers during this year. 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 upgraded the talent of employees and provided adequate training
based on the requirements of the positions of employees. A total of 470
courses were completed, and 126,860 staffs participated in such courses for
the Year.
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MANAGEMENT DISCUSSION AND ANALYSIS

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 contribution at a certain percentage of the employees’ salary for
those employees who hold permanent residency in the PRC (according to the
retirement pension policies in Hainan Province, the Group’s contribution ratio
was 16% from January to December 2023). Once contributions are made by
the Group to the retirement scheme, the relevant employer’s contribution is
fully owned by the employees. For the year ended 31 December 2023, the
pension contribution of the Group was approximately RMB72,327,861 (2022:
approximately RMB36,507,944). The pension contribution for this year has
increased significantly as compared with the previous year, mainly due to the
significant increase in the number of employees in the Company as compared
to the previous year.
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In 2023, Meilan Airport operated 254 originating routes, including 218 domestic routes, 29 international and

regional routes and 7 international freight routes, which represents a year-on-year increase of 68 routes,
including 45 domestic routes, 20 international and regional routes and 3 international freight routes.

Meilan Airport extended its reach to a total of 146 cities, including 121 domestic destinations, 17
international and regional destinations and 8 international freight destinations, representing a year-on-year
increase of 31 destinations, including 12 domestic destinations, 16 international and regional destinations
and 3 international freight destinations.

Note: Temporary and alternate routes and destinations are not included in the above data
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Note:

domestic navigable cities

Guangzhou, Shenzhen, Changsha, Wuhan, Chongging, Hangzhou, Zhengzhou, Harbin, Beijing, Nanjing, Nanning,
Xi'an, Shanghai, Jinan, Shenyang, Nanchang, Xiamen, Guiyang, Kunming, Zhuhai, Changchun, Tianjin, Chengdu,
Shijiazhuang, Qingdao, Urumgi, Hohhot, Dalian, Hefei, Lanzhou, Taiyuan, Shantou, Ningbo, Fuzhou, Guilin,
Zhanjiang, Yinchuan, Wenzhou, Xuzhou, Ganzhou, Yichun, Xinyang, Luzhou, Changzhou, Yichang, Quanzhou,
Mianyang, Liuzhou, Quzhou, Linyi, Fuyang, Xichang, Sansha, Hengyang, Wanzhou, Zunyi, Nanyang, Yibin, Luoyang,
Mei County, Linfen, Bazhong, Anging, Nantong, Wuxi, Xining, Lianyungang, Jingdezhen, Heze, Tangshan,
Handan, Sanming, Jingzhou, Xiangyang, Xingyi, Yuncheng, Jining, Jinggangshan, Jiujiang, Yongzhou, Taizhou,
Huaihua, Yangzhou, Datong, Yueyang, Changde, Hailar, Huizhou, Dazhou, Baotou, Huai'an, Rizhao, Yulin, Wuhu,
Weifang, Yancheng, Chenzhou, Enshi, Bijie, Longnan, Moutai, Xinzhou, Zhangjiajie, Chifeng, Ankang, Hechi, Yulin,
Shaoguan, Qianjiang, Ezhou, Ordos, Beihai, Tongren, Shaoyang, Nanchong, Zhangjiakou, Xilinhot, Lvliang, Yingkou,
Anshan, Xishuangbanna
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International and regional
navigable cities
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international freight
navigable cities
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Ell:l

Hong Kong, Macau, Seoul, Ulaanbaatar, Phnom
Penh, Bangkok, Singapore, Kuala Lumpur,
Penang, Vientiane, Luang Prabang, Nha Trang,
Sydney, Melbourne, Samoa, London, Auckland
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Hong Kong, Singapore, Incheon, Kuala
Lumpur, Paris, Jakarta, Moscow, Sydney
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1. Temporary and alternate routes , destinations and airlines are not
included in the above data;

2. International passenger routes are counted according to the
airlines’ caliber.
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CORPORATE GOVERNANCE REPORT
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COMPLIANCE WITH THE CG CODE

The Company has been in compliance with all the rules prescribed by the
China Securities Regulatory Commission 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 C1 to the Listing Rules and established a series of
corporate governance systems in accordance with relevant requirements to
continuously improve the corporate governance structure.

According to code provision C.2.1 of Part Il of the CG Code, the responsibilities
of the chairman and chief executive officer of listed issuers should be separate
and should not be performed by the same individual. The arrangement of
Mr. Wang Hong serving as both the chairman (“Chairman”) and president
("President”) of the Company deviated from the code provision C.2.1 of Part Il
of the CG Code.

Notwithstanding the deviation from code provision C.2.1 of Part Il of the CG
Code, given that the Company has set out clearly in writing the respective
responsibilities of the chairman and the president (i.e. the responsibilities of
the general manager as stipulated in the Articles of Association), and Mr. Wang
Hong, being the President, is familiar with and has superior knowledge and
experience of the Company's business, therefore, the Board considers that Mr.
Wang Hong serving as both the Chairman and the President has the benefit of
ensuring consistent leadership with the Company and enables more efficient
overall business development strategic planning for the Company. The Board
believes that the balance of power and authority for the present arrangement
will not be impaired, and this structure will enable the Company to make and
implement decisions promptly and efficiently. The Board shall nevertheless
review the structure from time to time and it will consider the appropriate move
to take should suitable circumstances arise.

Pursuant to code provision B.2.2 of Part Il of the CG Code, each Director
(including those with specific terms of appointment) is subject to retirement
by rotation at least once every three years. The term of appointment of the
independent non-executive Directors, namely Mr. Fung Ching, Simon, Mr.
George F Meng and Mr. Deng Tianlin were for three years, from 23 December
2020 to 22 December 2023. As the selection of the candidates succeeding
the above Director has not yet been completed, Mr. Fung Ching, Simon, Mr.
Deng Tianlin and Mr. George F Meng have not retired and continue to serve
their duties of Directors in accordance with the provisions of the Articles of
Association. The Company will hold a general meeting as soon as possible
after confirming the candidates of the Directors to seek the approval of the
Shareholders for the relevant appointments.

Save for the deviation disclosed above, during the year ended 31 December
2023, 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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CORPORATE GOVERNANCE REPORT

CORPORATE CULTURE

With the mission of "“building a safe, intelligent, dynamic and sustainable first-
class airport based at Hainan Free Trade Port to bring Hainan to the world and
help the world approach Hainan"”, the Group is committed to building Meilan
Airport into a regional aviation gateway hub facing “the Pacific Ocean and
the Indian Ocean”. In order to realize this vision, the Group implements the
development concept of “safety-first, warm service, employee achievements
and return to the society” and fosters the values of “loyalty and responsibility,
honesty and legal compliance, unity and innovation, and integrity and
efficiency”.

The Company formulates rules and regulations on talent selection and
employment and internal control management based on the core corporate
culture elements to guide employees to practice the corporate culture of the
Company and regulate employees’ behavior. The Company disseminates its
corporate culture through orientation training, conference and study for new
employees, as well as formulating employees’ code of conduct, letter of
commitment of good faith and job description, to ensure that all employees
have a consistent understanding of the Company’s expectation on their
behaviors and can perform their respective assigned duties.

The Company has included employees’ performance in implementing corporate
culture as the key quality and ability evaluation indicator for talent selection,
which is an important reference item for employees’ promotion and salary
incentive adjustment. The Company has developed detailed and extensive
corporate culture training courses for all employees, organized employees
to continuously learn and understand corporate culture, and promoted the
improvement of the employees’ quality and ability.

In order for stakeholders to share their ideas or raise concerns when any
improper behavior or inconsistency is found, the Company has built an “internal
and external” supervision and opinion collection system on the basis of
platforms such as Service Express (customer service hotline), suggestion box
on the Company’s website, Chairman’s mailbox, employee forum and employee
service hotline, and gave timely responses to reasonable opinions.

The Company expects that by establishing a corporate culture and correct
values for realizing its development strategy to guide employees to carry out
their work, the Company can achieve sustainable long-term development and
better performance.

“ECCFFR e BHEXHEAREERNDAERAF

Ay NN
EERRSE

¥
AEENUTZEREHEEE  B2Rx: B2 &
N ARENRER  EeSRERNR  EHRE
MAEIRES - BMORKEEHISITERRE R H
FlMfEREPIFEE -  AERE-BEER - AL
BERTIZE2RAN EERF  KHET - MHRitE]
MBRED  BZBWEE  HETE - BHEEH -
FRESBINEERS -

ARRREREEXENZ O ERHIEEARA - AE
ERERBHE  SIBEEBRTARAEELILR
BEETA - BEFEEABEI 2F %
BETRTA AEARE  MUAASFREER
ARBEEX  BEAEERSAFAENERERES
MEZETRE —HWIER  LEABETSAENETEH

=5 o

ARBEEEEEHEELEENITRREAINAAT
BRAREERNFEEER  FRARERAEANE
WaEARNERZ2ZHBY AT REESH EFMAE
EMREEEIRE  ABEETEHARARETH#
EXL - REREZERENRTT -

RERBALIERELEZREMNIETRLA
—HIERBREET - ARRARE —FB(FRA
B ARARPUEERNE EEREM EEERS
LEERBAGE T REKE  BREINIMREINE
ERBEREERE  UHHAEMNERATREND
fE o

ARBHAERBRETAPR AR EREREEND

EXeREREESSIGREEMRE I WA
AERAFHEREERAREENEEARE

45



CORPORATE GOVERNANCE REPORT

;Lm/\—h—\

ﬁ:\% #&D

GOVERNANCE STRUCTURE

The

committees under the Board are established in accordance with the

relevant rules prescribed in the Listing Rules. Each of the chairmen of the
committees is served by an independent non-executive Director.

The
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Company's corporate governance function is carried out by the Board in

compliance with Code Provision A.2.1 of Part 2 of the CG Code, which includes:

(a)

(e)

to develop and review the Company’s policies and practices on corporate
governance;

to review and monitor the training and continuous professional
development of the Directors and senior management of the Company;

to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

to develop, review and monitor the code of conduct and compliance
manual applicable to employees of the Group and the Directors; and

to review the Company’s compliance with the CG Code and disclosure in
the corporate governance report.

For the year ended 31 December 2023, the Board has fulfilled the aforesaid
corporate governance responsibilities. The Board has reviewed the Company’s
compliance with the CG Code for the year ended 31 December 2023 and this
corporate governance report.
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CORPORATE GOVERNANCE REPORT

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 “IModel Code”) as set out in Appendix C3 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 2023.

COMPOSITION OF THE BOARD

As at the date of this annual report, the Board comprises ten Directors,
including three executive Directors (“Executive Directors”), three non-
executive Directors (“Non-executive Directors”) and four independent non-
executive Directors (“Independent Non-executive Directors”).

The Company has complied with the requirements of the Listing Rules that at
least three Independent Non-executive Directors are appointed, 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 are fully aware of their responsibilities and
obligations and treat all shareholders of the Company equally. In order to
safeguard the interests of all investors, the Company ensures that documents
and information in relation to the Company’s operations are provided to
members of the Board in a timely manner. Independent Non-executive Directors
act on their duties in accordance with the relevant laws and regulations to
safeguard the interest of the Company and shareholders.
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Varax

PEEIRRE

Chairman
Mr. Wang Hong
(re-appointed on 6 June 2022)

Executive Directors
Mr. Wang Hong
(re-appointed on 25 May 2022)
Mr. Ren Kai
(duly appointed on 8 November 2022)
Mr. Xing Zhoujin
(re-appointed on 8 October 2021)

Non-executive Directors
Mr. Wu Jian
(duly appointed on 3 March 2022)
Mr. Li Zhiguo
(duly appointed on 3 March 2022)
Mr. Wang Zhen
(re-appointed on 8 October 2021 and re-designated as a Non-executive
Director on 11 August 2023)

Independent Non-executive Directors
Mr. Fung Ching, Simon
(re-appointed on 23 December 2020)
Mr. Deng Tianlin
(re-appointed on 23 December 2020)
Mr. George F Meng
(re-appointed on 23 December 2020)
Mr. Ye Zheng
(duly appointed on 8 October 2021)

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 2023.

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 material uncertainties related to going concern, please refer to “Extract
of Independent Auditor's Report” on page 116 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 2023, the Board has
conducted assessment on its performance.
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BOARD MEETINGS Eg
During the year ended 31 December 2023, the Company held 9 Board Eﬁz?: T__E'i' A=+—BI-FEHHE ' K&
meetings, including the 11st to the 18th meetings of the eighth session AABRNAESES%  2EENEE+—
of the Board, and one meeting held by the Chairman of the Board with 7/\;.:%}\):' ETN\AEEEEE  RESSXR
the Independent Non-executive Directors only. BB TIEMTESRITHN —IREE °

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

Not attending

Number of any meeting
Board meetings Attendance in person Attendance
Independent  they should by audio or fortwo at the general
Director attend for Attendance video Attendance consecutive meetings
or not the year inperson  conferencing by proxy Absence times (Note 2)
RRER  HERRAE
RE RERSM BB NERAR Zi AAXRE fiLE=
Name of Directors Ezpg BUES Ezany HERY HERY HERY HERY snes k)
Wang Hong E No & 8 0 8 0 0 No & 75%
Ren Kai £ ¥ No & 8 0 8 0 0 No & 50%
Xing Zhoujin wES No & 8 0 8 0 0 No & 75%
Wu Jian 2R No & 8 0 8 0 0 No & 0%
Li Zhiguo Fid No & 8 0 8 0 0 No & 0%
Wang Zhen T A No & 8 0 8 0 0 No % 0%
Qiu Guoliang (Note 1) BEIR (1) No & 3 0 3 0 0 No % 0%
Fung Ching, Simon BT Yes & 9 0 9 0 0 & 25%
George F Meng nZE Yes & 9 0 9 0 0 No & 25%
Deng Tianlin HRM Yes & 9 0 9 0 0 No & 0%
Ye Zheng R Yes & 9 0 9 0 0 No & 25%

Notes: B 5

1. Mr. Qiu Guoliang ceased to be a Non-executive Director with effect from 13 April 1. EREEB T =FMA+= B TEEEIERT

2023. BE-

2. Attendance at the general meetings= number of general meetings attended by 2. HEREASHHEXR-EFHERIASHRE/EAR
the Director/number of general meetings actually held by the Company for the AIEFERBRANBREREXE*100%
year*100%
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DIRECTORS’ TRAINING

For the year ended 31 December 2023, the Company provided monthly update
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.

According to the requirements of code provision C.1.4 of Part 2 of the CG Code
in relation to the continuous professional training, the Company has encouraged
the Directors to participate in the continuous professional development in
order to develop and update their knowledge and skills. The Company has also
actively organized relevant training in order to make sure that the Directors
make contribution to the Company with comprehensive information under
appropriate circumstances.

The Company set up registration forms, training records and training certificates
to assist the Directors in recording the courses they have participated in. For
the year ended 31 December 2023, the training records of the Directors are
summarized as follows:
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Duties and
obligations and
responsibilities

of being loyal

and industrious

Tax compliance

Main compliance

Introduction to
new regulations
for overseas

of the Directors,
Supervisors
and senior

management
under the

background of Sharing of

obligations and listing of management  the “Golden Tax tax concerns
requirements for domestic under the Phase IV about asset
listed companies enterprises PRC laws (&BmH)" loss deduction
HEET
EHadE EERMER
TEEREE BREZED EEHHEE LBNMESTHN  EEBANBRY
MER LHHERNG NER BEERER  HEBI¥SEZ
Executive Directors HITESE
Wang Hong I % | | \ \ |
Ren Kai £ 4 \ | \ \ |
Xing Zhouiin MEE | | \ \ \
Non-executive Directors FHTES
Wu Jian R | | | \ |
Li Zhiguo EFS | | | \
Wang Zhen I g | | \ \ |
Independent Non-executive Directors BIFHTES
Fung Ching, Simon B 1T | | \ \ |
George F Meng hE%E | \ \ | \
Deng Tianlin N | \ \ \ |
Ye Zheng S \ \ \ \ |

(Note: The above trainings were organized by the Office of the Board, together with the (B & -
legal advisor of the Company and PricewaterhouseCoopers Zhong Tian LLP, with a
total of ten courses. The training courses aim at strengthening the understanding
of the Directors, Supervisors and senior management of the Company in relation to
laws and regulations and the concept and implementation of corporate governance,
so as to improve the standardized operation of the Company and enhance the level
of corporate governance and internal control. Given that Mr. Qiu Guoliang ceased to
be a Director prior to the date of training, he did not attend the training.)
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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. to be responsible for convening general meetings and report on its work
to the meeting;

2. to implement the resolutions of the general meetings;

3. to decide on the business and investment plans;

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

(55 to formulate the Company's proposals for distribution of profits and

recovery of losses;

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

7. to prepare plans for the merger, division, dissolution or change in

corporate form of the Company;

8. to decide on the Company's internal management structure;

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

10. to formulate the Company’s basic management system;

11.  to formulate the proposal to amend the Articles of Association;

12. to prepare the Company’s plans for major acquisition or disposal;

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

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

15. to oversee management’s 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 (the "Audit Committee”),
nomination committee (the “Nomination Committee”), remuneration
committee (the "Remuneration Committee”) and strategic committee (the
“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
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CHAIRMAN OF THE BOARD AND PRESIDENT

The Chairman of the Company is responsible for guiding the development
direction and maintaining the effective operation 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 responsible for the Company's
daily operations and management and implementing the resolutions of the
Board.

For the year ended 31 December 2023, the position of the Chairman and the
President of the Company was held by Mr. Wang Hong, an Executive Director.

Under code provision C.2.1 of Part 2 of the CG Code, the roles of chairman and
chief executive officer of a listed issuer should be separate and should not be
performed by the same individual. The arrangement of Mr. Wang Hong acting
as both the Chairman and the President deviates from code provision C.2.1 of
the CG Code.

Notwithstanding the deviation from code provision C.2.1 of Part 2 of the CG
Code, given that the Company has clearly set out in writing the respective
responsibilities of the Chairman and the President (i.e. the duties of the
general manager as stipulated in the Articles of Association) and that Mr.
Wang Hong, as the President, is familiar with the Company’s business and has
excellent knowledge of and experience in the Company’s business, the Board
considers that Mr. Wang Hong concurrently serving as both the Chairman and
President can ensure consistent leadership within the Company and enable
more effective formulation of the Company’s overall business development
strategies. The Board believes that the balance of power and authority for the
present arrangement will not be impaired and this structure will enable the
Company to make and implement decisions promptly and effectively. The Board
shall nevertheless review the structure from time to time and shall consider
taking appropriate actions under appropriate circumstances.

NON-EXECUTIVE DIRECTORS AND
INDEPENDENT NON-EXECUTIVE DIRECTORS

As at the year ended 31 December 2023, the Company had three Non-
executive Directors, namely Mr. Wu Jian, Mr. Li Zhiguo and Mr. Wang Zhen,
and four Independent Non-executive Directors, namely Mr. Fung Ching, Simon,
Mr. George F Meng, Mr. Deng Tianlin and Mr. Ye Zheng.

Mr. Wu Jian’s term of appointment is from 3 March 2022 to 2 March 2025;
Mr. Li Zhiguo's term of appointment is from 3 March 2022 to 2 March 2025;

Mr. Wang Zhen's term of appointment is from 8 October 2021 to 7 October
2024, and he was re-designated from the Executive Director to the Non-
executive Director on 11 August 2023;

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

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

Mr. Ye Zheng's term of appointment is from 8 October 2021 to 7 October 2024.

Each of the Non-executive Directors and Independent Non-executive Directors
has entered into a letter of appointment with the Company with a term of three
years, respectively. Under the Articles of Association, the term of office of
directors shall commence on the date of their appointment and terminate upon
expiry of the term of office of the current board of directors. In the event of
failure to timely call for re-election on the expiry of term of office of directors,
the original directors shall, prior to the assumption of office by re-elected
directors, continue to perform their duties as directors in accordance with the
provisions of the laws, administrative regulations, departmental rules and the
Articles of Association.

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.

Mr. Fung Ching, Simon currently has served more than nineteen years as an
Independent Non-executive Director in the Company and Mr. George F Meng
has served more than sixteen 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 the above, 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.

MECHANISM TO ENSURE INDEPENDENT
VIEWS AND INPUT ARE AVAILABLE TO THE
BOARD

Under code provision B.1.4 of Part 2 of the CG Code, the Board of the Company
has the mechanism in place to ensure independent views and input are
available to the Board, including but not limited to (i) the Nomination Committee
identifies suitable candidates for appointment as Directors, including
Independent Non-executive Directors; (ii) Independent Non-executive Directors
are required to confirm their independence in writing and report relevant
matters that may affect their independence to the Company in a timely manner;
and (iii) the Directors have the right to seek independent professional advice in
performing their duties where necessary at the expense of the Company. The
Board will review the implementation and effectiveness of such mechanism on
an annual basis.
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JOINT COMPANY SECRETARY

All the Directors have the access to the advice and services of the joint
company secretaries of the Company (Mr. Xing Zhoujin and Mr. Chen Yingjie).
The joint company secretary shall report to the Chairman on the corporate
governance of the Board and shall be responsible for ensuring the compliance
with the relevant Board procedures and facilitating the communication
among the Directors, as well as among the Directors, shareholders and the
management. For the year ended 31 December 2023, Mr. Xing Zhoujin and Mr.
Chen Yingjie, the joint company secretaries, have received over 15 hours of
professional training for skill and knowledge updates.

INSURANCE ARRANGEMENT

According to the code provision C.1.8 of Part 2 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 have a defined
management structure with clear limits of authority and comprehensive 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 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 conducts annual
assessment on the risk management and internal control system on behalf of
the Board.

To ensure that the work is carried out effectively, during the Year, the Company

engaged RSM China to conduct the review of the internal control processes for
the year of 2023 and the risk assessment for the year of 2024.
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Risk Management

To maintain the effectiveness of the risk management and internal control
system, under the supervision and guidance of the Board, the Company has
established the framework of risk management as below:
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The risk assessment procedure of the Company includes the following four
steps:

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 identification — to identify the risks currently confronted by the
Company and its subsidiaries.

Step 3: Risk analysis — to carry out risk analysis from the aspects of the degree
of influence and possibility of occurrence, assess current risk management
measures and decide whether it is necessary to formulate further risk
management measures to keep the risk within an acceptable level.

Step 4: Risk report = to summarize the result of risk assessment and analysis,
and make plans. In 2023, the Company continuously implemented the “Special
Project on Risk Management and Internal Control System” (“Special Project”)
and will regularly implement the Special Project every year in the future, with
a view to establishing a governance environment with controllable risks 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 January 2024, based on the
existing risk management database, the Company comprehensively considered
the overall performance of each business department and determined the
scope of risk screening for 2024. Through conducting scientific analysis of
the identified risks and questionnaires targeted at the persons in charge of
each business, interview with the Company’s management and other forms,
risks are analyzed from the aspects of probability of occurrence and degree of
impact, so as to confirm the critical risks at company level and business level.

The Company has engaged RSM China to conduct risk assessment in 2024 and
issue the report. The management of the Company reviews the effectiveness
of annual risk management and the identified high, moderate and general risks
and the appropriateness of countermeasures for such risks, and submits to the
Audit Committee and the Board.
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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 ((RE B EHKFEIE35|)) 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 System for Registration of
Insider of Inside Information ((REEEMIBEAELEERSHE)) to identify the
definition and scope of the inside information and insider of inside information
of the Company. In the meantime, stringent requirements on confidentiality
management are put forward to protect the inside information of the Company.
The management system for registration and filing of insider is adopted
wherein matters in relation to accountabilities are defined.

In order to further publicize and carry out the inside information management
procedure of the Company and enable the Company to timely identify,
evaluate and draw the attention of the Board to all events that may materially
influence 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
employees who may have access to inside information.

Internal Control System

With the further strengthening of corporate governance requirements under
the Listing Rules, the Company is fully aware that review on the internal
control process is necessary to optimize and improve its own risk management
and internal control system for the purpose of satisfying the compliance
requirements, providing a reasonable basis for the enhancement of the
Company's operational level and future business growth and laying a solid
foundation to achieve the Company's long term strategic goals.

The Company has developed the internal control model in accordance with
the principles of COSO (The Committee of Sponsoring Organizations of the
Treadway Commission), and the model includes eight elements of control
environment, target confirmation, risk identification, risk assessment,
risk response, control process, information and communication as well as
supervision process. Under this control model, the management of the
Company designs, implements and maintains the effectiveness of internal
control policies while the Board and the Audit Committee are responsible
for monitoring the adequacy of the internal control and risk management
policies designed by the management as well as supervising the effective
implementation of such policies.

The Company has engaged RSM China to conduct review on the internal
control procedures in 2023, review the financial management process and sales
and collection management process, information management process, and
submit specific work reports to the Audit Committee and the Board.
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Internal Audit Function

In order to fulfil the requirements for corporate risk management and internal
control as stipulated in the CG Code, the Company has established specific and
independent internal audit function to ensure that the Company's governance
is in conformity with the updates of requirements in the CG Code and to
continuously improve the effectiveness of risk management and internal control
of the Company.

Reviewing Effectiveness of Risk Management and

Internal Control Systems

In 2023, the Board and the Audit Committee conducted two reviews on the
effectiveness of the risk management and internal control systems for the
year, including finance control, operation control, compliance control and
environmental, social and governance risks.

The Board believed that the resources, staff qualifications and experience,
training programs received by the employees and the relevant budget of the
Company’s accounting, internal audit and financial reporting functions, as well
as those relating to the Company’s environmental, social and governance
performance and reporting 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
2023.

Please refer to the “Report from the Board” in this annual report for details
of operating deficiencies or potential risks found by the Company for the year
ended 31 December 2023 and countermeasures therefor.
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REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

Directors’ remuneration policy for 2023 (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.

EERGREEASTHH

“EC=FERHHBCRFR) c ITEBEMARE
70,0007T/ A : FEBTTE )RR ARKS0,0007T/A ¢
B IEITE B AREE100,0007T/A °

For the year ended 31 December 2023, the remuneration of the senior %ZE_Y__EJF A=+—HLFE  RELKES
management (excluding Directors and Supervisors) of the Company by band is HARASHE EE/\,\(TA§$&§*$) M%@&ﬂ]ﬁu
set out below: T
Number of
Remuneration band (HK$) (Note) individuals
A 5 B (B (Y ) A
0-1,000,000 3
1,000,001-1,500,000 1
1,500,001-2,000,000 1
Note: B 5

According to Rule 25(6) of Appendix D2 to the Listing Rules, the remuneration band of
individuals falls within bands from HK$nil up to HK$1,000,000 or into higher bands (where
the higher limit of the band is an exact multiple of HK$500,000 and the range of the band
is HK$499,999).

In 2023, the remuneration of senior management (excluding Directors and Supervisors)
of the Company was paid in RMB. The Company determined the number of individuals
falling into each remuneration band in the above table based on the exchange rate of
HK$1:RMBO0.9062 as at 31 December 2023.

The Company held the annual general meeting on 27 June 2023, where
the resolution in relation to the remuneration packages of the Directors and
Supervisors in 2023 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 of Directors and Supervisors. However, they would be
entitled to receive respective salaries according to their respective positions
taken in the Company.
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REMUNERATION COMMITTEE

A 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 consist of Mr. Fung Ching, Simon, an
Independent Non-executive Director, and Mr. Ren Kai, 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, to make recommendations to the Board
on the remuneration packages of individual Executive Directors and senior
management, etc.

During the year ended 31 December 2023, the Remuneration Committee held a
total of three meetings.

During the first meeting of the Remuneration Committee in 2023, the
Remuneration Committee clarified the remuneration standards for Mr. Ren
Kai's position as the chief financial officer of the Company.

During the second meeting of the Remuneration Committee in 2023, the
Remuneration Committee reviewed the remuneration of the Company’s
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Directors, Supervisors and senior management for 2022, discussed the B2 fwm T B =FEENEEMEITRNES
Directors’ remuneration for 2023 and made recommendations to the Board. The &R E:% - EEME NS WBEEZHE  SELER
remuneration of the Directors is determined with reference to the Directors’ EE
duties, responsibilities and performance.
During the third meeting of the Remuneration Committee in 2023, the —ZE-=F%HMEE8e€FE=-exT FHEE2<H
Remuneration Committee clarified the remuneration standards for Mr. Xing B THEAL EEEETAL 7%?2%%5&%9’]%%%
Zhoujin's position as the secretary to the Board of the Company. 4 o
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Meeting Attendance of the Remuneration Committee:
The Remuneration Committee held three meetings during the Year. The
attendance of the meeting held by the Remuneration Committee during the
year ended 31 December 2023 is as follows:

FMEZEESERTE
FTHNEEERFEREBITZREE AT AFHEZES
REE_T_=F+_A=+—HIEFERTHOEMH
;E\a au%uaﬁ:

Attendance at the meetings
held by the Remuneration
Committee for the year
ended 31 December 2023"
BE-_Z-_=%+=-A=+—H

IEEERITH
Member of the Remuneration Committee FMESERE FMZESEERHESR
Deng Tianlin B R AR 100%
Fung Ching, Simon B OE 100%
Ren Kai £ sl 100%

NOMINATION COMMITTEE

A 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. Fung Ching, Simon, an Independent Non-executive Director, is the
chairman, and other members consist of Mr. Deng Tianlin, an Independent Non-
executive Director, and Mr. Wang Zhen, an Non-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 2023, as no new Directors were appointed,
the Nomination Committee did not hold a meeting.

Attendance at the meetings is calculated based on the number of meetings each
member should attend and the number of meetings that the member actually
attended.

REEEE
ARTARITRAZAE  RAZAGAEERTR
e -

BEAFHAY REZBSWERE  BIIFRT
EERALAETIR BIUFRTEETBRMEL
MIFMITEE T A REREERE -

REZEENIEREREVEFRIEFIHE
(A A%ﬁ(&%ﬁﬁﬁz(@%& CAB LR - WRE
MAEEARANARREMREEESIELNE
RHER  PRBLIFRTEENEIIMS -

RBE-Z-_=Ff+-"A=+—RL%E FAENE
FEZRT WREZESREHEE -

! HEEUBZRZRREEERRE REREENE R
ﬂ“»;ék

62 HAINAN MEILAN INTERNATIONAL AIRPORT COMPANY LIMITED e ANNUAL REPORT 2023



CORPORATE GOVERNANCE REPORT

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 based on the requirements of
the Directors’ duties made by the Company. 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 a board diversity policy. The nomination of the
Directors shall be made, in accordance with the Company’s nomination policy,
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.

The Company has formulated the Board Diversity Policy, which clearly sets
out the approach to achieve diversity on members of the Board. Selection of
candidates by the Company will be based on a range of diversity perspectives,
including but not limited to the Company’s needs, gender, educational
background, professional experience, skills, knowledge and length of service,
age, cultural background and ethnicity. The Board will take opportunities to
increase the ratio of female members over time when selecting and making
recommendations on eligible candidates for Board appointments. Currently,
all Directors of the Company are male. With reference to the international and
local recommended best practices, the Board will strive to achieve gender
diversity on the Board on or before 31 December 2024, and ensure that there
will be at least one female Director on the Board.

As at 31 December 2023, among 4,106 employees (including senior
management) of the Company, 69% were male and 31% were female, and the
Board believes that the Group's workforce (including senior management) is
diverse in terms of gender.

REMUNERATION OF THE AUDITOR

The remuneration of the auditor for the year ended 31 December 2023 was
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RMB2,349,219. The breakdown is set out as follows: ﬁZ%AEMZ,M&ZWE B4R ZI a0 T

Amount (RMB)

SHEARY)

Service fee related to annual audit of financial statements MR FERTHORGE 1,791,939
Reporting accountant service fee for certain capital market REAMISZRS  (ERPRSETAHNRGE

transaction 421,472

Service fee for Environmental, Social and Governance Report RIE - HEMERRERBEE 135,808

Total &5t 2,349,219
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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. Fung Ching, Simon, an Independent Non-executive Director, is the
chairman, and other members consisted of Mr. George F Meng, an Independent
Non-executive Director, and Mr. Ye Zheng, 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 auditors, to assure that appropriate
accounting principles, reporting practices, etc. are followed by the Company.
During the year ended 31 December 2023, the Audit Committee held three
meetings.

During the first meeting of the Audit Committee in 2023, the Audit Committee
reviewed the 2022 annual report, the auditor’'s report of 2022, the risk
management and internal control report of 2022, the internal control review
report of 2022 of the Company and the work report of the Audit Committee for
the year of 2022.

During the second meeting of the Audit Committee in 2023, the Audit
Committee considered the re-appointment of accounting firms for the year of
2023.

During the third meeting of the Audit Committee in 2023, the Audit Committee
reviewed the 2023 interim report of the Company, and interim financial report
of 2023 and interim work report of the Audit Committee for the year of 2023.

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.
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Meeting Attendance of the Audit Committee:

The Audit Committee held three meetings during the Year. The attendance of
the meetings held by the Audit Committee during the year ended 31 December
2023 is as follows:
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Attendance at the meetings
held by the Audit Committee
for the year

ended 31 December 20232

BE-_ZF-_=%+=-A=+-—H

IEEERITH
Member of the Audit Committee ERZEENE EREESEERHER?
Fung Ching, Simon A 100%
George F Meng HERE 100%
Ye Zheng Z 100%

SHAREHOLDING INTERESTS OF SENIOR
MANAGEMENT

During the Year, none of the senior management of the Company held any
shareholding interests in the Company.

AMENDMENTS TO THE ARTICLES OF
ASSOCIATION

On 21 February 2023, the Company amended the Articles of Association.

To satisfy the needs of the Company’'s business development, the Company
changed its business scope, and accordingly, the relevant articles of the
Articles of Association of the Company were amended. The amendments were
approved at the Company’s extraordinary general meeting held on 21 February
2023.

Z Attendance at the meetings is calculated based on the number of meetings each
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Details of the amendment are as follows:

Amended articles
in the Articles
of Association

(ARER)BRTIRR

Before amendments

(CHEAES

BEERTMT

After amendments

ETRAR

Chapter 2 Article 11
E-EEH—#
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The scope of business of the Company is
determined by the Company's Articles of Association
and is registered in accordance with laws. The
Company can amend the Articles of Association and
the scope of business, provided however that the
change of registration shall be completed.
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B

The scope of business of the Company is
determined by the Company's Articles of
Association and is registered in accordance with
laws. The Company can amend the Articles of
Association and the scope of business, provided
however that the change of registration shall be
completed.
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The business scope of the Company includes:
NANKEHEDE

Licensed items: civil airport operation; public
air transport; project construction; storage,
transportation and filling (including extraction) of
civil aviation fuel; catering services; food production;
retail of tobacco products; liquor operation; food
sale and healthcare services. (For operation projects
that are subject to approval in accordance with
the law, their operation shall only commence after
obtaining approval from the relevant authorities.
The specific operation projects shall be subject to
the permit or license issued by relevant authorities).
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Amended articles
in the Articles
of Association
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Before amendments

ERTRAR
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After amendments

ETRRAR

Business scope of the Company: To provide aircraft
transportation, passenger services and ground
handling services for domestic and foreign airlines
as well as transfer and transit passengers; lease
aviation business spaces and commercial and office
properties in the terminals and provide a wide
range of services; build and operate aeronautical
and auxiliary properties and facilities in the airport;
provide cargo warehousing (excluding dangerous
articles), packaging, handling and transport
services; and provide retail sales of jet fuel,
hardware, electric appliance, electronic products
and communication devices, grocery, textile, arts
and crafts, magazines, vehicles maintenance,
food circulation and food and beverage service,
business information consulting and management
services, venue leasing, conference and exhibition
services, import and export trading, office supplies,
decorations, tobacco, alcohol, food, aquatic
products, health products, cultural and sports
goods, computer software, digital and electronic
products, sales of audio and video products,
property management services, design, production,
distribution and agency services of various types
of domestic advertising, operation of aviation
science and technology museums, technology
training services, ticket agency services, design,
production and sales of souvenirs, playground
operation and medical services to (among others)
airlines or passengers within the premises of the
airport. (Licenses are obtained for any business
activities requiring administrative permit).
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General items: housing rental; commercial complex
management services; general cargo warehouse
services (excluding items subject to licensing
like hazardous chemicals); international air cargo
transport agency; domestic cargo transport
agency; packaging of goods transported by air;
hardware retail; sale of electronic products; sale
of communication equipment; sale of network
equipment; general merchandise sale; sale of
knitwear and textiles; retail of arts and crafts
and collectibles (except ivory and its products);
motor vehicle repair and maintenance; information
consulting services (excluding information
consulting services subject to licensing); conference
and exhibition services; import and export of goods;
sale of office supplies; retail of aquatic products;
healthcare services (non-medical); stationery retail;
wholesale of sporting goods and equipment; retail
of computer hardware and ancillary equipment; sale
of household appliances; sale of sound equipment;
information technology consulting services; data
processing and storage support services; property
management; advertising production; advertising
publication; advertising design and agency; cultural
venue management services; business training
(excluding educational training, vocational skill
training and other forms of training that are subject
to licensing); ticket agency; playground services;
car park services and internet-based sales (except
for sale of goods that are subject to licensing).
(Except for projects that are subject to approval in
accordance with the law, business activities can be
carried out with business licenses).
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COMMUNICATIONS WITH SHAREHOLDERS

The Company has placed emphasis on the communication with shareholders.
Shareholders are provided with the operational circumstances of the Company
and market developments through means of website, email and phone
enquiries. The information of the Company is delivered to the shareholders by
the following methods:

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

2. general meetings of the Company, which is also one of the effective
channels to communicate with the shareholders;

3. strengthening communication of the Company with shareholders by the
following 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 in a timely manner.

Shareholders may express their views on matters affecting the Company
through the communication strategy set out in the Shareholders’ Communication
Policy disclosed by the Company on the website of the Company. In order to
seek and understand the opinions from shareholders and stakeholders, the
Company communicates with shareholders and stakeholders through general
meetings, irregular online and offline surveys and other means.

During the Reporting Period, the Company organized and held four general
meetings, including three meetings attended in person by the shareholders’
proxies. The Company has carried out almost 80 events for the purposes
of research and exchange of views via online and offline means. The Board
believes that the contents of the Shareholders’ Communication Policy could
effectively guide the Company in implementing and conducting shareholders’
communication during the Reporting Period.
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SHAREHOLDERS'’ RIGHTS

In terms of protection of interests of shareholders of the Company, the Articles
of Association stipulated that where the Company convenes a general meeting,
shareholders who individually or collectively hold more than three (3) percent
(inclusive of three (3) percent) 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.

Shareholders or investors may inquire and give opinions to the Company in the
following ways:

E-mail: mlkgdb@mlairport.com

Mailing address: Office of the Board, Office Building of Meilan International
Airport, Meilan District, Haikou City, Hainan Province, China

For the year ended 31 December 2023, the Board did not receive any request
from shareholders to convene an extraordinary general meeting.

INVESTORS' RELATIONS

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

2. As at 31 December 2023, 226,913,000 shares of H shares of the
Company were held by the public; and

3. The Company has maintained close communications and cooperation
with a professional financial public relations firm and established
communication channels with the investors and fund managers,
securities analyst and media. The Company publishes 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 Hong
Chairman and President

Hainan Province, the PRC
28 March 2024
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