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2,126,968 79,984 - 2,206,952

(3)	 Revenue and Cost of sales

2007 2006

Revenue 8,000,442 6,800,099

Other revenue 415,874 156,664

8,416,316 6,956,763

(a)	 Revenue from main operations and cost of goods sold

2007 2006

Revenue Cost Revenue Cost

Passenger revenue 7,100,123 5,711,857 6,053,048 5,124,080

Cargo and Excessive weight of luggage revenue 231,105 186,669 304,380 259,301

Charter flight revenue 669,214 540,540 442,671 377,111

8,000,442 6,439,066 6,800,099 5,760,492

As at 31 December 2007, the aggregate amount of the company’s five largest sales 

income balances were 4,505,272 thousand Yuan (2006: 3,838,590 thousand Yuan), 

being 54% of the total sales income balances (2006: 55%).

(b)	 Other revenue and cost 

2007 2006

Revenue Cost Revenue Cost

Rental on lease of aircraft 252,449 121,389 - -

Ticket refund incomes 32,914 - 24,739 -

Rental on lease of pilots 31,083 31,083 27,705 27,705

Ground service incomes 29,483 13,681 32,959 11,489

Advertisement incomes 25,000 - 25,000 -

Bid incomes 13,270 - 9,111 -

Training incomes 6,854 6,479 5,962 4,803

Agent handing incomes 2,452 - 2,979 -

Others 22,369 - 28,209 -

415,874 172,632 156,664 43,997

(4)	 Investment  income

2007 2006

Share of profit of investees under equity method of accounting 1,453 679

Profit/ cash dividends declared by investees under cost method of 

accounting
2,431 4,793

Income on disposal of long-term equity investments 508 -

4,392 5,472

11.	 Related Party Relationship and Transactions

(1)	 Parent companies and subsidiary company

Please refer to Notes VI for subsidiary companies’ basic condition and information.

(2)	 General information of the parent company.
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The parent company of group is Grand China Airlines Company located at Haikou. 

The nature of its transactions is transportation.

(3)	 Parent company’s registered capital

31 December
2006

Additions in 
this year

Reduction in 
this year

31 December
2007

Grand china airlines Co., Ltd. RMB3,269,703,000 RMB420,092,600 - RMB3,689,795,600

(4)	 The proportion of share stock and voting rights in the Company held by the 

parent company

31 December 2006 31 December 2007

Share stock 
proportion

Voting rights 
proportion

Share stock 
proportion

Voting rights 
proportion

Grand china airlines Co., Ltd 48.62% 48.62% 48.62% 48.62%

(5)	 The nature of related parties without control relationship

Related parties Relationship

Hainan Airlines Group Company
Shareholder of the company and Grand china airlines 

Co., Ltd

Hainan Meilan International Airport Co., Ltd
Shareholder of the company and both under HNA 

Group control

Changjinag Leasing Co., Ltd
Shareholder of the company and both Under HNA 

Group control

Shenhua Group Co., Ltd (Shenhua Group) Shareholder of the company’s subsidiary company

Beijing Yangjing Hotel Associated company

Hainan Aviation Import & Export Trade Company Limited Associated company

Yangtze River Real Estate Group (Yangtze River Real Estate) Associated company

Yangtze Leasing Co., Ltd Associated company

Lucky International Travel Services Limited Associated company

Yunnan Xiangpeng Aviation Company Limited Associated company

Grand China Airlines Express Company Limited Associated company

Hainan Meilan Industry Co., Ltd (Hainan Meilan) Associated company’s subsidiary company

Related parties Relationship with HNA

HNA Group Finance Co., Ltd Under HNA Group control

Haihang Hotel(Group) Co., Ltd(Haihang Hotel) Under HNA Group control

Hainan Haihang Airport Group Company Limited Under HNA Group control

Hainan Airlines Catering Company Limited (Hainan Airlines Catering) Under HNA Group control

Hainan Jiahui Investment Company Limited (Hainan Jiahui) Under HNA Group control

Hainan Meilan Airport Company Limited (Meilan Airport) Under HNA Group control

Haikou High-Tech Venture Capital Company Limited (Haikou High-Tech) Under HNA Group control

Hainan Aviation Import&Export Trade Company Limited Under HNA Group control

Deer Jet Co., Ltd Under HNA Group control

Sanya Phoenix International Airport Company Limited Under HNA Group control

Yangtze River express Company Limited Under HNA Group control

Yangtze River Investment Holding Company Limited Under HNA Group control

Hainan Yangpu Huanmei Company Limited(Yangpu Huanmei ) Under HNA Group control

Xi’an Mingsheng Real Estate Co., Ltd(Xi’an Mingsheng) Under HNA Group control

Beijing Kehang Investment Company Limited( Beijing Kehang) Under HNA Group control
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Beijing Huoli Huanxiang Commercial Co., Ltd(Huoli Huanxiang) Under HNA Group control

Shenzhen Finance leasing Co., Ltd(Shenzhen Finance Leasing) Under HNA Group control

Hainan Yuhong Trade development Company Limited( Hainan Yuhong) Under HNA Group control

Gansu Airport Group Co., Ltd( Gansu Airport) Under HNA Group control

Eastern Airlines Co., Ltd( Eastern Airlines) Under HNA Group control

Hainan Airline Catering Holding Co., Ltd(Catering Holding) Under HNA Group control

Haihang Travel Holding Under HNA Group control

Haihang Henghe Property Management Co., Ltd(Henghe Property Management) Under HNA Group control

Hongkong Airlines Express( Hongkong Express) Under HNA Group control

Hainan Tonghui Insurance Agency Co., Ltd(Hainan Tonghui) Under HNA Group control

Hainan Pacific Oil Industry Co., Ltd( Hainan Pacific Oil) Under HNA Group control

Haihang Hotel Holding Under HNA Group control

Hongkong Airlines Co., Ltd Under HNA Group control

Lucky Golden Deer Aviation Tourism Group(Lucky Golden Deer) Under HNA Group control

(6)	 Related party transactions

(a)	 Price policy

Except purchases of fuel oil fee, payment of take-off and landing charges and 

transfer of pilots and other specified are according to governmental directional prices, 

pricing of sales to related parties, purchases from related party, providing services to 

related parties, and accepting services from related parties are based on treats agreed.

(b)	 Purchases of fuel oil fee

2007 year 2006 year

Hainan Meiya 361,085 329,850 

Hainan Pacific Oil 104,064 93,826 

465,149 423,676

In 2007 year, the group purchased fuel oil fee from related parties accounted for 

11% of amount (2006 year: 10%)

(c)	 Purchase of aviation food

2007 2006

Hainan Airline Catering Company Limited 32,523 29,536

In 2007 year, the group purchased aviation food from related parties accounted for 

13% of amount.

(d)	 take-off and landing charges、field rent and franchise

2007 2006

Meilan Airport 75,036 73,899

Haikou Meilan 23,593 24,150

Sanya Phoenix Airport 27,289 25,252

Gansu Airport - 17,793 

125,918 141,094
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In 2007 year, the group payment of take-off and landing charges to related parties 

accounted for 10% of amount (2006 year: 10%).

(e)	 Import and Export Agency Fee

2007 2006

Hainan Aviation Import & Export Trade Company Limited 21,179 12,651

This agency fee is made a price as some rate (0.3%~3%) of agency imports and 

exports goods.

In 2007 year, the group payment of agency fee to related parties accounted for 

100% of amount (2006 year: 100%).

(f)	 Salary of key managers

2007 2006

Salary of key managers 1,523 2,174

(g)	 Advertisement income

2007 2006

Huoli huanxiang 25,000 25,000

In 2007 year, the group earned labour income from related parties accounted for 

100% of amount (2006 year: 100%)

(h)	 Aircraft leasing income

2007 2006 

Grand china airlines express(i) 257,559 -

Yunnan xiangpeng airlines(ii) 138,278 74,881

Hong Kong Airlines 96,525 73,553

Eastern Airlines 41,320 -

Grand china airlines Co., Ltd 15,739 -

Total 549,421 148,434

This aircraft leasing income is made a price based on the cost of aircrafts (including 

depreciation, rent, imports & value-added tax and corresponding financing cost).

(i)	 In 2007 year, the group leased 29 Dornier airplanes to Grand China Airlines 

Express Co., Ltd. According to the price principles above, the amount of leasing Dornier 

aircrafts income is RMB 257,559 thousand (Note (28) (b)). This money has been taken 

back in this year. 

(ii)	 In 2007 year, the group leased 3 Boeing 737 airplanes to Yunnan xiangpeng 

Airlines. According to the price principles above, the amount of leasing Boeing aircrafts 

income is RMB138,278 thousand. This money has been taken back in this year. 

In 2007 year, the group earned leasing aircrafts leasing income from related parties 
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accounted for 100% of amount (2006 year: 100%).

(i)	 Leasing pilots income

2007 2006 

Deer Jet Airlines 20,043 17,105

Yangtze Rive Express 11,040 9,767

31,083 26,872

This leasing pilots income is base on the labor cost of leasing pilots.

In 2007 year, the group earned leasing pilots income from related parties accounted 

for 100% of amount (2006 year: 97%).

(j)	 Interest income

2007 2006

HNA Group Finance Co., Ltd (Note 7(30)) 106,262 74,114

This interest income was calculated as national interest rate.

In 2007 year, the group earned saving interest income from related parties 

accounted for 88% of amount (2006 year: 70%).

(k)	 Charter flight revenue

2007 2006

Haihang Travel Holding 47,659 -

In 2007, the group earned charter flight revenue from related parties accounted for 

4% of amount (2006 year: 0 RMB).

(l)	 Related parties supplied capital to the group.

2007 2006

Hainan Huijia 4,738,400 3,265,561

HNA Group 1,906,782 792,425

Changjiang Leasing 1,897,135 938,996

Haihang Imp&Exp 1,421,947 940,736

Grand China Express 591,668 -

Deer Jet Airlines 331,093 -

Yunnan Xiangpeng 168,173 17,690

Eastern Airlines 146,920 -

Yangtze River Leasing 115,201 502,000

Yangtze River Real Estate 47,476 -

Grand China Airlines 23,624 -

Haihang Travel Holding 8,160 -

Haikou Meilan 1,042 264,447

Hainan Yuhong 62 2,391,300

Yangtze Investment - 449,209

Yangpu Huanmei - 323,680

Haihang Hotel Holding - 160,040
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Xi’an Mingsheng - 6,000

11,397,683 10,052,084

The capital above supplied by related parties is used to purchase aviation materials, 

aviation on-board supplies or temporary financing. This capital is without mortgage and 

interest, and it will be compensated in short-term.

(m)	 The group paid back related parties.

2007r 2006

Haihang Huijia 3,675,577 3,061,546

Haihang Hotel Holding 830,567 160,040

HNA Group 846,707 829,931

Changjiang Leasing 518,432 789,384

Haihang Imp&Exp 265,079 976,255

Grand China Express 197,666 -

Haikou Meilan 137,067 277,307

Yangtze River Leasing 88,587 502,000

Yunnan Xiangpeng 39,780 -

Grand China Airlines 10,148 -

Yangtze River Real Estate 5,000 -

Deer Jet Airlines 1,291 10,000

Hainan Yuhong 62 2,551,300

Yanjing Hotel 18 30,000

Xi’an Minghsheng 14 6,000

Yangtze Investment - 473,278

total 6,615,995 9,667,041

The capital is paid back to related parties at promissory time when borrowing.

(n)	 Repayment made on behalf of shenhua Group

2007 2006

Yangtze River Real Estate 47,476 -

In 2007, Yangtze River Real Estate settled the debts to the Group’s subsidiary “Xinhua 

Airlines” on behalf of Shenhua Group. 

(o)	 Lease fee

2007 2006

Yangtze River Leasing 53,151 65,757

Changjiang Leasing 11,588 20,111

Shenzhen Finance Leasing 10,193 33,467

74,932 119,335

This leasing fee is calculated as the agreed rate and term in financing agreement.

In 2007 year, the group paid leasing fee to related parties accounted for 26% of 

amount( 2006 year:89%).

(p)	 Transfer Asset
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2007 2006

HNA Group Co., Ltd 462,648 -

Grand China Airlines Express 2,194 20,723

Haihang Hotel Holding - 8,687 

Haihang Hotel Group - 6,600

464,842 36,010

In 2007 year, the group transferred fixed assets to HNA Group Co., Ltd, including 

“Cheng Zhong Cheng” net value is 113,111 thousand, “Yinfu Flat” net value is 19,312 

thousand, “Mapo Flat” net value is 22,123 thousand, other buildings net value is 6,672 

thousand ( Note 7( 6)) and construction in progress “”Beijing Kehang Project” value is 

301,430 thousand( Note 7( 7)). The transfer price of fixed assets and construction in 

progress are 161,218 thousand and 301,430 thousand. The money has been taken 

back all in 2007 year.

In 2007 year, the group transferred assets to related parties accounted for 100% of 

amount (2006 year: 100%).

(q)	 Transfer stock

2007 2006

HNA Group(i) 28,666 -

Haihang Travel Holding(ii) 16,245 -

44,911 -

(i)	 In 2007 year, the group transferred 46% share stock of HNA Aircraft servicing 

to HNA Group Co., Ltd which value is 28,666 thousand (28,666 thousand per book 

value) . The transfer money has been taken back all in this year (Note 7 (5)(a)).

(ii)	 In this year, the group transferred 44% share stock of Lucky international travel 

services limited to Haihang Travel Holding, the transfer money has been taken back all 

in this year(Note 7(5)(a)).

In 2007 year, the group transfer share stock to related parties accounted for 100% 

of amount (2006 year: N/A).

(r)	 Recharge fee

2007 2006

Grand china airlines express 307,062 -

Deer Jet Airlines 57,202 20,459

Yunnan Xiangpeng 32,597 3,135

Yangtze River Express 17,190 24,252

Hong Kong Airlines 13,463 604

Eastern Airlines 8,003 -

Hong Kong Express 492 -

Grand China Express 228 -
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436,237 48,450

The money which is paid by the group for related parties is used to maintain aviation 

materials and aviation high-price rotable spares.

In 2007 year, the group paid maintain fee for related parties accounted for 47% of 

amount (2006 year: 7%).

(s)	 The group supplied loan sponsion for related parties.

2007 2006

Haikou Meilan - 503,000

In 2007 year, the group did not supply any loan sponsion or other sponsions for 

related parties.

(t)	 Related parties supplied loan sponsion for the group 

2007 2006

Short term loan

HNA Group 1,337,000 1,204,964

Haikou Meilan 760,000 1,225,771

Grand China Airlines 972,191 200,000

Yangtze Investment Holding 40,000 -

Haihang Hotel Holding 20,000 170,000

Haihang Industry 78,000 -

3,207,191 2,800,735

Long term loan

HNA Group 2,904,980 3,095,259

Haihang Meilan 355,195 302,103

Grand China Airlines 425,000 -

3,685,175 3,397,362

6,892,366 6,198,097

(u)	 Selling tickets for related parties

2007 2006

Grand china airlines express 318,293 -

Grand china airlines Co., Ltd 40,588 -

358,881 -

In 2007 year, the group sold tickets for related parties accounted for 2.8% of 

amount of ticket sales.

(v)	 Transfer pilots revenue

2007 2006

Eastern Airlines 49,400 -

Yunnan Xiangpeng 19,800 51,015

Grand China Express 6,000 -
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Deer Jet Airlines 4,800 -

Yangtze River Express - 14,440

80,000 65,455

The basic price for the transfer pilots is calculated in accordance with the 

correspondence of [2005]104 issued by CAAC.  The amounts of the revenue from 

transferring pilots have been fully settled at the year end date.

In 2007, the group transferred pilots revenue for related parties accounted for 100% 

of amount.

(7)	 Related party balance

(a)	 Cash at bank and in hand

31 December 2007 31 December 2006

HNA Finance (Notes 7(1)) 6,457,779 7,409,325

As at 31 December 2007, the cash deposits into the related party’s of the Group 

accounts for 81% of total balance of cash at bank and in hand. (As at 31 December 

2006: 78%)

(b)	 Advance to Suppliers

31 December 2007 31 December 2006

Haihang Hotel Holding ( Notes 7(3)) 829,280 -

HNA Group ( Notes 7(3)) 595,450 -

Haihang Imp & Exp (Notes 7(3)) 200,000 -

Others - 120

1,624,730 120

(c)	 Interest receivables

31 December 2007 31 December 2006

HNA Finance 73,118 68,091

As at 31 December 2007, the interest receivables from the related party accounts 

for 100% of total balance of Interest receivables. (As at 31 December 2006: 100%)

(d)	 Other Receivables

31 December 2007 31 December 2006

Changjiang Leasing 359,366 359,389

Shenzhen Finance Leasing 24,000 24,000

Hainan Imp & Exp 6,385 6,385

Haikou High- Tech 5,000 5,000

Haihang Imp & Exp - 8,588

Others 13,403 740

408,154 404,102

The above mentioned balance due from Changjiang Leasing is the deposits for the 

finance lease of the aircrafts which is calculated based on 10% of the aircraft value.
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At 31 December 2007, Changjiang Leasing holds more than 5% (including 5%) 

equity interest of the Company (Notes 7(2)(b)).

At 31 December 2007, the amounts due from related parties included in other 

receivables was accounted for 32% to the total balance of other receivables.( 2006：

31%).

(e)	 Account payable (Notes 7(14))

31 December 2007 31 December 2006

Haihang Imp & Exp 116,571 -

Meilan Airport 106,220 62,723

Hainan Meiya 80,584 87,291

Sanya Phoenix Airport 64,851 41,167

Hainan Tonghui 47,893 -

Hong Kong Airlines 39,291 -

Deer Jet Airlines 32,878 105

Hong Kong Express 19,483 13,488

Hainan Airlines Catering 18,201 16,717

Henghe Property Management 6,382 -

Changjiang Leasing - 169,633

Haikou Meilan 2,468 82,172

Haihang Hotel Group - 10,481

Yangtze River Express 613 731

HNA Group 1,322 478

Others 13,964 8,880

550,721 493,866

At 31 December 2007, the amounts due to related parties included in accounts 

payables was  accounted for 19% to the total balance of accounts payables. ( 2006：

17%).

The above balance of the amounts due to related parties is un-secured, interest free 

and repayable within one year.

(f)	 Other payables(Notes 7(18))

31 December 2007 31 December 2006

Changjiang Leasing 305,630 -

Grand China Express 127,282 26,487

Deer Jet Airlines 6,171 17,923

Yangtze River Leasing 16,945 -

Hong Kong Express 11,886 -

Grand China Airlines 8,475 -

Sanya Phoenix Airport 6,438 6,438

Yangtze River Express 25 50,041

Yunnan Xiangpeng 279 17,690

HNA Group 44 732

Lucky International - 271
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Others 15,481 6,524

498,656 126,106

At 31 December 2007, Changjiang Leasing and Grand China Air hold more than 

5% (including 5%) equity interest of the Company, respectively, the total amounts due to 

them is 314,105 thousand (Notes 7(18)).

At 31 December 2007, the amounts due to related parties are accounted for 40% 

of the -+

total balance of other payables. ( 2006: 13%).

The above amounts due to related parties are secured, with interest and repayable 

within one year.

(g)	 Current portion of long-term payables 

31 December 2007 31 December 2006

Changjing Leasing 95,794 391,181

Yangtze River Leasing 54,381 10,644

150,175 401,825

At 31 December 2007, current portion of amounts due to related parties accounted 

for 27% to the current portion of non-current liabilities. (2006: 21%).

(h)	 The minimum lease payments (Note9(b))

31 December 2007 31 December 2006

Changjiang Leasing 999,053 973,776

Shenzhen Finance Leasing 238,316 -

Yangtze River Leasing 54,533 608

1,291,902 974,384

As 31 December 2007, Related party balance of long-term payable accounted for 

43% of the total ending balance.

(i)	 Short-term Loans

31 December 2007 31 December 2006

HNA Group Finance Co., Ltd (Note7(12)) 36,523 -

As 31 December 2007, Related party balance of short-term loans accounted for 0.4% 

of the total ending balance. (31 December 2006: None).

(j)	 Credits and Debts Counteraction Contract

As December 2007, According to the reformation contracts signed between the 

Group and Grand China Air Company, Hainan Jiahui Investment Co., Ltd, Deer Jet Co., 

Ltd and more than fifteen related parties to reform the payables and receivables. This 

reformation counteracted receivables of 179,552 thousand Yuan of the Group, payables 
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of 1,999,944 thousand Yuan. And the differences between the payables and receivables 

after counteraction are written into the account of Hainan Jiahui investment Co., Ltd.

(k)	 Commission payment

As December 2007, According to the commission payment contracts signed 

between Hainan Jiahui Investment Co., Ltd, Haihang Travel Holding, Hainan Airline 

Catering Holding Co., Ltd, Hainan Airlines Hotel(Group)Co., Ltd, the Group counteracted 

other receivables of 48,551 thousand Yuan of the companies listed above, other 

payables of 48,551 thousand Yuan of Grand China Air Company.

(l)	 Commission receivables

As December 2007, according to the commission receivables contracts signed 

between Shanxi Airlines and the Company, Shanxi Airlines counteracted other 

receivables of 91,424 thousand Yuan of Hong Kong Airlines, the Company counteracted 

other payables of 91,424 thousand Yuan of Hong Kong Airlines.

12.	 Commitment

(1)	 Capital commitments

As at 31 December 2007, the total amount of significant capital commitment been 

signed but not recognized in the financial statement is as follows:

31 December 2007 31 December 2006

Purchase aircrafts 9,117,508 12,950,415

Purchase buildings Constructions and machines 23,940 693,800

9,141,448 13,644,215

(2)	 Leases commitment

As at 31 December 2007, the rents payable under operating leases are as follows: 

31 December 2007 31 December 2006

Within 1 year 956,321 800,819

The second year 917,276 795,220

The third year 911,903 741,384

Over than 3 years 3,238,752 2,105,847

Total 6,024,252 4,443,270

13	 First-time adoption of CAS

The reconciliation between the consolidated shareholders’ funds at the beginning 

and ending of 2006 and the consolidated net profit for the year ended 31 December 

2006 presented in accordance with the old Accounting Standards and Regulations, and 

that presented in accordance with CAS is as follows:
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1 January 2006
Consolidated owners’ 

equity

2006
Consolidated 

net profit

31 December 2006
Consolidated owners’ 

equity 

Amount presented in accordance with the Previous 

Accounting Standards and System
2,712,976 181,602 6,990,594

Transferred from minority interests 750,660 16,369 772,702

Equity investment difference

Including:	 Equity investment difference arising from 

business combination involving enterprises under 

common control

- - -

	 Credit balance of other equity investment 

difference accounted for using equity method of 

accounting

(19,543) (3,506) (23,049)

Goodwill

Including:	 goodwill arising from business 

combination involving enterprises under common 

control

- - -

	 Impairment of goodwill arising from 

business combination involving enterprises not under 

common control 

- - -

Financial assets at fair value through profit or loss and 

available-for-sale financial assets
- - -

Capitalized development costs - - -

Income taxes

Including:	 deferred tax assets 53,338 (11,742) 41,596

	 deferred tax liabilities - - -

Amount presented in accordance with CAS 3,497,431 182,723 7,781,843

The company has first-time adoption of CAS at 1 January 2007.  Prior year 

adjustment of the shareholders’ funds had been made for the difference between 

the shareholders’ fund for the year ended 31 December 2006 as reported under the 

old accounting standard and under the new accounting standard.  The consolidated 

financial statements have been prepared in accordance with the requirement under 

CAS 1.  A reconciliation of the assets, liabilities and shareholders’ funds under the old 

accounting standard to its equity report under new accounting standard at the date of 

transition to new standard are as follows: 

Carries out the enterprise accountant rules on 1st Jan, 2007 for the first time, 

and reveal the shareholders' equity on the 1st Jan, 2007 adjusted according to the 

enterprise accountant rules in the united shareholders' equity difference adjust table 

of the 2006 report. During the working, with the request of the <Explanation No.1 of 

Enterprise Accountant Rules >, the company check the balance of assets, debt and 

ownership interest on the 1st execute day, and amend the above shareholders' equity 

on 1st Jan, 2007 as follows:

Amount after 
adjusted 2007

A share 2006 Difference Adjust reason

The amount under old accounting standard 6,990,594 6,990,594 -
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Transferred from minority interests 772,702 772,702 -

Equity investment difference

Including: 	 Equity investment difference arising 

from business combination involving enterprises 

under common control

- - -

Credit balance of other equity investment difference 

accounted for using equity method of accounting
(23,049) - (23,049) (1)

Goodwill

Including: 	 goodwill arising from business 

combination involving enterprises under common 

control

- - -

Impairment of goodwill arising from business 

combination involving enterprises not under 

common control 

- - -

Financial assets at fair value through profit or loss 

and available-for-sale financial assets

Capitalized development costs 41,596 41,596 -

Income taxes - - -

Including: deferred tax assets 7,781,843 7,804,892 (23,049)

The reason for adjustment:

Prior year adjustment for the credit balance of the available-for-sale under equity 

method was adjusted to retained earnings brought forward in accordance with the CAS 1.

14	 Net profit after extra ordinary gains and losses

2007 2006

Net profit 708,326 182,723

Add:	 losses on disposal of non-current (1,786) 18,690

Less:	 Other non-operating expenses-net (124,178) (110,561)

Tax effects on extraordinary gain and losses 11,620 16,316

Net profit before extraordinary gain to losses 593,982 107,168

The basis of preparation of net profit before extraordinary gains and losses 

reconciliation

According to the Q&A on Disclosure of Information by Public Companies No 1 – 

Extraordinary gains and losses, extraordinary gain and losses are the gain and losses 

being resulted from the transactions/events which are not incurred by the operation of 

the entity, or, though incurred by the operation, the nature, amounts or the frequency 

of such transactions/events will lead to a misleading presentation of the normal 

performance and profitability of the operation of the entity.

Supplemental information: Asset impairment

Current year reduction

31 
December 

2006

Current 
year 

additions

Current 
year 

reverse

Current 
year write 

off
Subtotal

31 December 
2007
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1. Provision for bad debts 140,017 23,826 (16,520) (635) (6,671) 146,688

Of which: Trade receivable 24,394 13,669 - - 13,669 38,063

                Other receivable 115,623 10,157 (16,520) (635) (6,998) 108,625

2. Provision for inventory loss 5,198 - - - - 5,198

3. Provision for long term 

investment loss
14,774 - - - - 14,774

4. Provision for fixed asset 

impairment
16,406 - - - - 16,406

5. Provision for fixed asset CIP 

impairment
1,467 840 - - - 2,307

6. Provision for intangible assets 

impairment
874 - - - - 874

7. Provision for goodwill 

impairment
82,877 - - - - 82,877

Total 261,613 24,666 (16,520) (635) (6,671) 269,124
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XI. Documents for Reference
1.	 Account ing Statements with the s ignatures and seals of the Legal 

Representative, Chief Financial Officer and the person in charge of the accounting 

department.

2.	 Original of the Auditor’s Report with seal of Certified Public Accountant and 

signatures of certified public accountants.

3.	 Original of all documents and announcements published in the presses 

designated by CSRC during year 2007.

Hainan Airlines Company Limited

March 25, 2008




