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In view of the ongoing COVID-19 epidemic and recent requirements for prevention and

control of its spread (as per guidelines issued by the Hong Kong government at

https://www.chp.gov.hk/en/features/102742.html), the Company will implement necessary

preventive measures at the EGM to protect attending Shareholders, proxy and other attendees

from the risk of infection, including:

(i) Compulsory body temperature check will be conducted on every Shareholder, proxy

and other attendees at the entrance of the EGM venue. Any person with a body

temperature of over 37.2 degrees Celsius may be denied entry into the EGM venue or

be required to leave the EGM venue.

(ii) Attendees are required to prepare his/her own surgical face masks and wear the same

inside the EGM venue at all times, and to maintain a safe distance between seats.

(iii) No corporate gifts will be distributed and no refreshments will be served.

To the extent permitted under law, the Company reserves the right to deny entry into the

EGM venue or require any person to leave the EGM venue in order to ensure the safety of the

attendees at the EGM.

In the interest of all attendees’ health and safety, the Company wishes to advise all

Shareholders that physical attendance in person at the EGM is not necessary for the purpose of

exercising voting rights. As an alternative, by using proxy forms with voting instructions duly

completed, Shareholders may appoint the Chairman of the EGM as their proxy to vote on the

resolution at the EGM instead of attending the EGM in person.

The proxy form, which can also be downloaded from the Company’s website

(https://www.calc.com.hk), is enclosed to this circular. If you are not a registered Shareholder

(i.e., if your Shares are held via banks, brokers, custodians or Hong Kong Securities Clearing

Company Limited), you should consult directly with your banks or brokers or custodians (as the

case may be) to assist you in the appointment of proxy.
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In this circular, the following expressions shall (unless the context otherwise requires) have

the following meanings:

‘‘Aircraft’’ seven Boeing B737-800 aircraft with leases attached

proposed to be disposed to the Purchasers

‘‘Aircraft Sale and Purchase

Agreements’’

seven aircraft sale and purchase agreements entered into

between the Vendors and the Purchasers respectively on 2

July 2020, pursuant to which the Vendors agreed to sell

and the Purchasers agreed to purchase the respective

Aircraft

‘‘Announcement’’ the announcement of the Company dated 2 July 2020 in

relation to the Aircraft Sale and Purchase Agreements

‘‘associate(s)’’ has the meaning ascribed thereto under the Listing Rules

‘‘Board’’ the board of Directors

‘‘CE Aerospace’’ China Everbright Aerospace Holdings Limited, a company

incorporated in the Cayman Islands, a wholly-owned

subsidiary of CE Limited and one of the substantial

shareholders of the Company

‘‘CE Bank’’ China Everbright Bank Company Limited（中國光大銀行

股份有限公司）, a joint stock company incorporated in the

PRC with limited liability, the H shares and the A shares

of which are listed on the Main Board of the Stock

Exchange (stock code: 6818) and the Shanghai Stock

Exchange (stock code: 601818) respectively, and an

associate of CE Group

‘‘CE Group’’ China Everbright Group Ltd.*（中國光大集團股份公司）, a

joint stock company incorporated in the PRC with limited

liability and beneficially wholly-owned by the State

Council of the PRC

‘‘CE Hong Kong’’ China Everbright Holdings Company Limited（中國光大集

團有限公司）, a company incorporated under the laws of

Hong Kong with limited liability and a wholly-owned

subsidiary of CE Group
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‘‘CE Limited’’ China Everbright Limited（中國光大控股有限公司）, a

company incorporated under the laws of Hong Kong with

limited liability, the shares of which are listed on the Main

Board of the Stock Exchange (stock code: 0165) and

indirectly owned as to approximately 49.74% by CE Hong

Kong as at the Latest Practicable Date

‘‘CEB Leasing’’ Everbright Financial Leasing Co., Ltd.（光大金融租賃股份

有限公司）, a company incorporated on 19 May 2010 in the

PRC with limited liability and a non-wholly-owned

subsidiary of CE Bank. As at the Latest Practicable Date,

CEB Leasing is held by CE Bank as to 90%

‘‘Company’’ or ‘‘CALC’’ China Aircraft Leasing Group Holdings Limited（中國飛機

租賃集團控股有限公司）, a n e x emp t e d c ompany

incorporated in the Cayman Islands with limited liability,

the shares of which are listed on the Main Board of the

Stock Exchange

‘‘connected person(s)’’ has the meaning ascribed to it under the Listing Rules

‘‘Consideration’’ the actual consideration payable by the Purchasers to the

Vendors for the Aircraft

‘‘Directors’’ the directors of the Company

‘‘EGM’’ the extraordinary general meeting of the Company to be

convened and held on 31 July 2020, the notice of which is

set out on pages 45 to 46 of this circular, and any

adjournment thereof for the purpose of considering, and if

thought fit, approving the Aircraft Sale and Purchase

Agreements and the transactions contemplated thereunder

‘‘FPAM’’ Friedmann Pacific Asset Management Limited, a company

incorporated in the British Virgin Islands and one of the

substantial shareholders of the Company

‘‘Group’’ the Company and its subsidiaries from time to time

‘‘HK$’’ Hong Kong dollars, the lawful currency of Hong Kong

‘‘Hong Kong’’ the Hong Kong Special Administrative Region of the PRC
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‘‘Huijin Ltd.’’ Central Huijin Investment Ltd.*（中央匯金投資有限責任公

司）, a company incorporated under the laws of the PRC

with limited liability

‘‘Independent Board Committee’’ the independent committee of the Board comprising all of

the independent non-executive Directors

‘‘Independent Shareholders’’ Shareholders other than CE Group and any of its associates

‘‘Latest Practicable Date’’ 6 July 2020, being the latest practicable date prior to the

printing of this circular for ascertaining certain information

contained herein

‘‘Listing Rules’’ the Rules Governing the Listing of Securities on the Stock

Exchange

‘‘Market Appraised Value’’ the full-life base value of the Aircraft obtained from an

independent appraiser

‘‘percentage ratio(s) has the meaning ascribed to it in Rule 14.07 of the Listing

Rules

‘‘PRC’’ The People’s Republic of China (excluding, for the purpose

of this circular, Hong Kong, the Macau Special

Administrative Region of the PRC and Taiwan)

‘‘Purchasers’’ Everbright Hongrui (Shanghai) Aviation Leasing Co.,

Limited (as purchaser of two aircraft); and Guangrong

NO.2 (Tianjin) Aviation Leasing Co., Limited, Guangrong

NO.3 (Tianjin) Aviation Leasing Co., Limited, Guangrong

NO.4 (Tianjin) Aviation Leasing Co., Limited, Everbright

Hongan (Shanghai) Aviation Leasing Co., Limited and

Everbright Hongcheng (Shanghai) Aviation Leasing Co.,

Limited (each as purchaser of one aircraft), which are all

incorporated in the PRC with limited liability and wholly-

owned special purpose vehicles of CEB Leasing. With

prior consent of the Vendors, the Purchasers are entitled to

transfer all their rights and obligations under the Aircraft

Sale and Purchase Agreements to other wholly-owned

special purpose vehicles of CEB Leasing before delivery

of the Aircraft

‘‘Qualified Aircraft Leasing

Activity’’

has the meaning ascribed to it under Rule 14.04(10D) of

the Listing Rules
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‘‘Qualified Aircraft Lessor’’ has the meaning ascribed to it in Rule 14.04(10E) of the

Listing Rules

‘‘Red Sun’’ or ‘‘Independent

Financial Adviser’’

Red Sun Capital Limited, the independent financial adviser

appointed to advise the Independent Board Committee and

the Independent Shareholders in respect of the Aircraft

Sale and Purchase Agreements and the transactions

contemplated thereunder

‘‘SFO’’ Securities and Futures Ordinance (Chapter 571 of the Laws

of Hong Kong)

‘‘Shareholders’’ holders of the Shares

‘‘Share(s)’’ share(s) with par value of HK$0.10 each in the share

capital of the Company

‘‘Stock Exchange’’ The Stock Exchange of Hong Kong Limited

‘‘substantial shareholder(s)’’ has the meaning ascribed to it under the Listing Rules

‘‘Transaction’’ the entering into of the Aircraft Sale and Purchase

Agreements and the transactions contemplated thereunder

‘‘US$’’ United States dollars, the lawful currency of the United

States of America

‘‘Vendors’’ CALC Chunyou Financial Leasing Limited, CALC

Chunhua Financial Leasing Limited, CALC Kaiqing

Limited, CALC Qianfu Co., Ltd., ZJ Shengwu Leasing

(Tianjin) Co., Ltd., CALC Shaoding Financial Leasing

Limited and CALC Xianchun Financial Leasing Limited,

which are all incorporated in the PRC with limited liability

and wholly-owned special purpose vehicles of the

Company

‘‘%’’ per cent

* For identification purpose only

In this circular, the amounts denominated in US$ are translated into HK$ at the exchange

rate shown below, but such conversions shall not be construed as representations that amounts in

US$ were or may have been converted into HK$ at such rate or any other exchange rates or at all:

US$1 = HK$7.80.
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9 July 2020

To the Shareholders

Dear Sir or Madam,

CONNECTED TRANSACTION
IN RELATION TO

THE DISPOSAL OF SEVEN LEASE-ATTACHED AIRCRAFT

1 INTRODUCTION

Reference is made to the Announcement in relation to the Aircraft Sale and Purchase

Agreements.

The purpose of this circular is to provide you with, among other things:

(i) information which will help you make an informed decision on whether to vote for or

against the resolution to be proposed at the EGM in relation to the Transaction;

(ii) the letter of recommendations from the Independent Board Committee to the

Independent Shareholders relating to the Transaction;
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(iii) the letter of advice from the Independent Financial Adviser to the Independent Board

Committee and the Independent Shareholders relating to the Transaction;

(iv) the notice of the EGM; and

(v) other information as required to be disclosed under the Listing Rules.

2 AIRCRAFT SALE AND PURCHASE AGREEMENTS

Background information

The Aircraft Sale and Purchase Agreements were entered into between the Vendors

and the Purchasers respectively, pursuant to which the Vendors agreed to sell and the

Purchasers agreed to purchase the respective Aircraft (together with the rights and

obligations of the underlying leases).

Principal terms

Date 2 July 2020

Parties (a) the Vendors; and

(b) the Purchasers

Assets to be disposed of the Aircraft (together with the rights and

obligations of the underlying leases)

Consideration The Consideration is above the net book value

of the Aircraft. As an alternative to disclosing

the Consideration for the Aircraft, the Company

discloses the Market Appraised Value of the

Aircraft. The Market Appraised Value of the

Aircraf t (obtained from an independent

appraiser) is approximately US$316 million

(equivalent to approximately HK$2.46 billion).

The Consideration is also no less than the

Market Appraised Value of the Aircraft. The

valuation report of the Aircraft is set out in this

circular.
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The independent appraiser adopted the market

approach whereby the subject asset would be

valued by reviewing recent market activities and

comparing known market transactions involving

similar asset type. Such approach is intended to

reflect the result of an arm’s length single sale

transaction for cash conducted in an orderly

manner between a willing buyer and a willing

seller. For the purposes of this Transaction, the

independent appraiser took into consideration

va r ious f ac to r s , i nc lud ing the a i r c r a f t

manufacturer, type and variant, year of build

and a generic specification which comprises one

engine manufacturer, type and variant and

maximum take-off weight combination. The

independent appraiser also assumed that, under

its appraised full-life base value of the Aircraft,

the airframe, engines, landing gear, auxiliary

power unit and all major components are either

new or have just undergone a major overhaul,

inspection or performance restoration (as

appropriate), with engine life-limited parts

having 100% of their certified lives remaining

and a reasonable marketing time of 12 months.

The Board considers that the Consideration for

the Aircraft was determined on an arm’s length

basis upon negotiation in accordance with the

Group’s customary business practices, taking

into account the Market Appraised Value of the

relevant aircraft and the terms and conditions of

the Transaction as a whole and with reference to

market conditions. Initially the Company

conducted a bidding process for the Aircraft

and successfully solicited offers from CEB

Leasing and certain independent third parties to

ensure that the Consideration would be in line

with the prevailing market price. CEB Leasing

was the highest bidder and so the Company

decided to enter into the Aircraft Sale and

Purchase Agreements with CEB Leasing.
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Based on the above, the Board considers the

Consideration is fair and reasonable and no less

favourable than those offered by independent

third parties.

The aggregate net book value, the aggregate

gain or loss on the disposal of the Aircraft and

the excess of the Consideration over the

aggregate net book value are commercial

sensitive information as are the aggregate net

profits (before and after tax) attributable to the

Aircraft.

The Company will no longer be entitled to the

lease income derived from the underlying leases

of the Aircraft starting from the lease payment

date immediately following completion of the

Transaction. The Company does not expect the

Transaction to have a material adverse impact

on the net profits of the Company for the two

financial years immediately preceding the

Transaction.

On the other hand, the Company will record an

aggregate gain on the disposal of the Aircraft

(given that the Consideration, net of the

Transaction related expenses, is above the

aggregate net book value of the Aircraft). The

Company does not expect the aggregate gain to

be significant to the Group taken as a whole.

The gain expected to accrue to the Company

from the disposal of the Aircraft and the net

book value of the Aircraft will be disclosed on

an aggregated basis together with any other

aircraft disposed of by the Company in the

Company ’s fo l lowing in t e r im f inanc i a l

statements (where applicable) and annual

financial statements upon completion of the

relevant transactions.
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The Company has applied to the Stock

Exchange for, and the Stock Exchange has

granted, a waiver from strict compliance with

(i) Rules 14.58(4) and 14.58(7) of the Listing

Rules requiring disclosure of the aggregate

value of the consideration and net profits

attributable to the assets; (ii) Rule 14.58(6) of

the Listing Rules requiring disclosure of the net

book value of the Aircraft; (iii) Rule 14.60(3)(a)

of the Listing Rules requiring disclosure of

details of the gain or loss expected to accrue to

the Company from the Transaction and the basis

for calculating such gain or loss; (iv) Rule

14A.68(1) of the Listing Rules requiring an

announcement for a connected transaction to

contain at least the information set out in Rules

14.58 to 14.60 of the Listing Rules; and (v)

Rule 14A.70(2) of the Listing Rules requiring

the circular for a connected transaction to

contain at least the information required to be

disclosed in the announcement for the

transaction.

Payment and delivery terms The Consideration of each of the Aircraft will

be paid upon completion of the respective

Aircraft Sale and Purchase Agreements, which

is estimated to occur by the end of September

2020.
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3 REASONS FOR AND BENEFITS OF ENTERING INTO THE AIRCRAFT SALE AND

PURCHASE AGREEMENTS

(i) Pressing Ahead the Group’s asset-light business model

The Directors are of the view that the Transaction is in line with the strategy of the

Group as it pushes forward the multi-facet development of its asset-light business model

through portfolio trading together with management of aviation-related funds. Such model

allows the Group to achieve attractive return on equity with continuous capital flows while

ensuring a reasonable debt level as it expands its aircraft leasing and trading businesses.

(ii) Aircraft portfolio trading is in the Group’s ordinary course of business and

constitutes one of its main income sources

The Transaction is conducted in the Group’s ordinary course of business as evidenced

by a good number of aircraft purchase and disposal transactions conducted by the Group

during the years ended 31 December 2018 and 2019, and the year ending 31 December 2020

(up to the Latest Practicable Date). As disclosed in annual reports of the Company, the net

income from aircraft transactions and aircraft trading has been one of the main income

sources of the Group.

Portfolio trading with a broad range of aircraft owners, including independent third

party leasing companies, will optimize the Group’s fleet portfolio and open up more

business opportunities, thus further enhancing the Group’s asset management capability. The

expected gain from the Transaction will contribute to the overall growth and profitability of

the Group.

The Company intends to use the net proceeds received from the disposal of the

Aircraft for, where appropriate, aircraft acquisition, and to support its business expansion in

areas of aircraft leasing; sourcing and sales; aircraft trading and portfolio sales; aircraft

disassembly and component sales; maintenance, repair and overhaul (MRO); aviation

financing; and/or general corporate purposes.

The Board has confirmed that (1) the Company has fulfilled the criteria for a Qualified

Aircraft Lessor as set out in Rule 14.04(10E) of the Listing Rules; (2) the Transaction is

entered into by the Company in its ordinary and usual course of business and on normal

commercial terms; (3) the terms of the Transaction are fair and reasonable and in the

interests of the Company and the Shareholders as a whole; and (4) the Transaction will have

no material adverse impact on the operations and financial position of the Group.
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4 IMPLICATIONS OF THE LISTING RULES

As one or more of the applicable percentage ratios (as defined in Rule 14.07 of the Listing

Rules) exceed 25% but all are below 75%, the Transaction constitutes a major transaction for the

Company under Chapter 14 of the Listing Rules. Nevertheless, the Transaction is a Qualified

Aircraft Leasing Activity and, as a major transaction, is only subject to the disclosure

requirements under Rule 14.33D of the Listing Rules but exempt from the announcement,

circular and/or shareholders’ approval requirements for a major transaction.

As at the Latest Practicable Date, CE Group is the sole shareholder of CE Hong Kong. CE

Hong Kong is the indirect controlling shareholder of CE Limited which indirectly holds

approximately 49.74% equity interest in CE Limited. CE Limited in turn indirectly holds

approximately 36.61% equity interest in the Company. Accordingly, CE Group and its associates

are connected persons of the Company. To the best of the Directors’ knowledge, information and

belief having made all reasonable enquiries, CEB Leasing is an associate of CE Group.

Accordingly, the Transaction constitutes a connected transaction for the Company under Chapter

14A of the Listing Rules and is subject to the reporting, announcement, circular and Independent

Shareholders’ approval requirements under Chapter 14A of the Listing Rules.

None of the Directors has a material interest in the Transaction or is required to abstain

from voting on the resolution in relation to the Transaction.

5 GENERAL INFORMATION OF THE PARTIES

The Company and the Group

The Company is an investment holding company and the Group is a full value chain

aircraft solutions provider for the global aviation industry, offering one-stop and value-

added solutions tailored to new, mid-aged and retiring aircraft for aviation partners

worldwide.

As at the Latest Practicable Date, the Company is indirectly owned as to

approximately 36.61% by CE Limited and the Group is principally engaged in the global

aircraft leasing business with a fleet of 137 owned or managed aircraft.

CE Group

CE Group is a joint stock company incorporated in the PRC with limited liability and

is beneficially wholly-owned by the State Council of the PRC. CE Group is a conglomerate

which, through its subsidiaries and associates, engages in a diverse range of businesses

including banking, securities and asset management.
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CE Bank

CE Bank is a joint stock company incorporated in the PRC with limited liability and is

an associate of CE Group. It is one of the major commercial banks in the PRC. CE Bank

primarily engages in the commercial banking business, including retail banking, corporate

banking and treasury operation, etc.

CEB Leasing

CEB Leasing is a company incorporated on 19 May 2010 in the PRC with limited

liability and is a non-wholly-owned subsidiary of CE Bank. CEB Leasing is principally

engaged in the business of financial leasing and transfer of financial leasing assets.

6 RECOMMENDATION

Based on its views set out above, the Board recommends that the Independent Shareholders

vote in favour of the resolution concerning the Transaction.

Your attention is drawn to the letter from the Independent Board Committee to the

Independent Shareholders, the text of which is set out on page 15 of this circular. Your attention

is also drawn to the letter from Red Sun which contains its advice to the Independent Board

Committee and the Independent Shareholders, the text of which is set out on pages 16 to 34 of

this circular. The Independent Board Committee, having taken into account the advice of Red

Sun, considers that (i) the Transaction will be carried out in the ordinary course of business of the

Group; and (ii) the terms of the Aircraft Sale and Purchase Agreements are normal commercial

terms, fair and reasonable, and in the interests of the Company and the Shareholders as a whole.

Accordingly, the Independent Board Committee recommends that the Independent

Shareholders should vote in favour of the resolution concerning the Transaction.

As the Transaction is subject to the approval of the Independent Shareholders, it may

or may not proceed. Shareholders and potential investors should exercise caution when

dealing in the Shares.
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7 THE EGM AND SHAREHOLDERS’ APPROVAL

The EGM will be held at 38th Floor, Everbright Centre, 108 Gloucester Road, Wan Chai,

Hong Kong on Friday, 31 July 2020 at 10:00 a.m. A notice to convene the EGM is set out on

pages 45 to 46 of this circular.

At the EGM, an ordinary resolution will be proposed to approve the Transaction.

CE Group (which is the holder of 100% of the total issued share capital of CE Hong Kong

as at the Latest Practicable Date), CE Hong Kong (which beneficially holds approximately

49.74% of CE Limited’s total issued share capital through its wholly-owned subsidiaries as at the

Latest Practicable Date) and CE Limited (which beneficially holds approximately 36.61% of the

Company’s total issued share capital through its wholly-owned subsidiaries, CE Aerospace and

China Everbright Financial Investments Limited, as at the Latest Practicable Date) and Mr. TANG

Chi Chun (who is a director of CE Limited and CE Aerospace and beneficially owns

approximately 0.03% of the Company’s total issued share capital as at the Latest Practicable

Date) will be required to abstain from voting at the EGM with respect to the ordinary resolution

in connection with the Transaction. As at the Latest Practicable Date, CE Group, CE Hong Kong

and CE Limited and Mr. TANG Chi Chun together held 258,655,878 Shares of the Company.

In order to determine the list of Shareholders who are entitled to attend and vote at the

EGM, the register of members of the Company will be closed from Wednesday, 29 July 2020 to

Friday, 31 July 2020 (both days inclusive), during which period no transfer of Shares will be

registered. Shareholders whose names appear on the register of members of the Company on 31

July 2020 will be entitled to attend and vote at the EGM.

Pursuant to Rule 13.39(4) of the Listing Rules and the articles of association of the

Company, any vote of the Shareholders at the EGM must be taken by poll.

8 FURTHER INFORMATION

Your attention is also drawn to the additional information set out on pages 39 to 44 of this

circular.

Yours faithfully,

By order of the Board

China Aircraft Leasing Group Holdings Limited

POON HO MAN

Executive Director and Chief Executive Officer
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The following is the text of a letter from the Independent Board Committee setting out its
recommendation to the Independent Shareholders:

CHINA AIRCRAFT LEASING GROUP HOLDINGS LIMITED
中國飛機租賃集團控股有限公司

(Incorporated under the laws of the Cayman Islands with limited liability)

(Stock code: 1848)

9 July 2020

To the Independent Shareholders

Dear Sir or Madam,

CONNECTED TRANSACTION
IN RELATION TO

THE DISPOSAL OF SEVEN LEASE-ATTACHED AIRCRAFT

We refer to the circular of the Company (the ‘‘Circular’’) dated 9 July 2020 and despatched
to the Shareholders which this letter forms part. Unless the context requires otherwise, terms and
expressions defined in the Circular shall have the same meanings in this letter.

We have been appointed to form the Independent Board Committee to advise the
Independent Shareholders in respect of the Transaction, details of which are set out in the section
headed ‘‘Letter from the Board’’ in the Circular. Red Sun has been appointed as the Independent
Financial Adviser to advise the Independent Shareholders and the Independent Board Committee
in this regard.

Details of the advice and the principal factors and reasons Red Sun has taken into
consideration in rendering its advice are set out in the section headed ‘‘Letter from the
Independent Financial Adviser’’ in the Circular. Your attention is also drawn to the additional
information set out in the Circular.

Having taken into account the terms of the Aircraft Sale and Purchase Agreements and the
transactions contemplated thereunder as well as the advice of Red Sun, we are of the opinion that
(i) the Transaction will be carried out in the ordinary course of business of the Group; and (ii) the
terms of the Aircraft Sale and Purchase Agreements are normal commercial terms, fair and
reasonable, and in the interests of the Company and the Shareholders as a whole.

We, therefore, recommend that you vote in favour of the resolution to be proposed at the
EGM to approve the Transaction.

Yours faithfully,
For and on behalf of

INDEPENDENT BOARD COMMITTEE
FAN Yan Hok, Philip, NIEN Van Jin, Robert and CHEOK Albert Saychuan

Independent non-executive Directors
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The following is the full text of the letter from the Independent Financial Adviser which sets

out its advice to the Independent Board Committee and Independent Shareholders regarding the

Transaction for the purpose of inclusion in this Circular.

Unit 3303, 33/F, West Tower,

Shun Tak Centre,

168-200 Connaught Road Central,

Hong Kong

Tel: (852) 2857 9208

Fax: (852) 2857 9100

9 July 2020

To: The Independent Board Committee and the Independent Shareholders of

China Aircraft Leasing Group Holdings Limited

Dear Sir/Madam,

CONNECTED TRANSACTION
IN RELATION TO

THE DISPOSAL OF SEVEN LEASE-ATTACHED AIRCRAFT

INTRODUCTION

We refer to our engagement as the independent financial adviser (‘‘Independent Financial

Adviser’’) to the Independent Board Committee and the Independent Shareholders in respect of

the proposed disposal of the respective Aircraft (together with the rights and obligations of the

underlying leases) to the Purchasers pursuant to the Aircraft Sale and Purchase Agreements (i.e.

the Transaction), details of which are set out in the letter from the Board (the ‘‘Letter from the

Board’’) contained in the circular of the Company (the ‘‘Circular’’) to the Shareholders dated 9

July 2020, of which this letter forms part. Capitalised terms used in this letter shall have the same

meanings as those defined in the Circular unless the context otherwise requires.

On 2 July 2020, the Aircraft Sale and Purchase Agreements were entered between the

Vendors and the Purchasers respectively, pursuant to which the Vendors agreed to sell, and the

Purchasers agreed to purchase the respective Aircraft at the Consideration.
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Based on the Letter from the Board, as at the Latest Practicable Date, CE Group is the sole

shareholder of CE Hong Kong. CE Hong Kong is the indirect controlling shareholder of CE

Limited which indirectly holds approximately 49.74% equity interest in CE Limited. CE Limited

in turn indirectly holds approximately 36.61% equity interest in the Company. Accordingly, CE

Group is a substantial shareholder of the Company, and CE Group and its associates are

connected persons of the Company. To the best of the Directors’ knowledge, information and

belief and having made all reasonable enquiries, CEB Leasing is an associate of CE Group.

Accordingly, the Transaction constitutes a connected transaction for the Company under Chapter

14A of the Listing Rules and is subject to the reporting, announcement, circular and independent

Shareholders’ approval requirements under Chapter 14A of the Listing Rules.

As one or more of the applicable percentage ratio(s) (as defined in Rule 14.07 of the Listing

Rules) exceed 25% but all are below 75%, the Transaction also constitutes a major transaction for

the Company under Chapter 14 of the Listing Rules. Nevertheless, the Transaction is a Qualified

Aircraft Leasing Activity and, as a major transaction, is only subject to the disclosure

requirements under Rule 14.33D of the Listing Rules but exempt from the announcement,

circular and/or shareholders’ approval requirements for a major transaction.

The Company has applied to the Stock Exchange for, and the Stock Exchange has granted, a

waiver from strict compliance with (i) Rules 14.58(4) and 14.58(7) of the Listing Rules requiring

disclosure of the aggregate value of the consideration and net profits attributable to the assets; (ii)

Rule 14.58(6) of the Listing Rules requiring disclosure of the net book value of the Aircraft; and

(iii) Rule 14.60(3)(a) of the Listing Rules requiring disclosure of details of the gain or loss

expected to accrue to the Company from the Transaction and the basis for calculating such gain

or loss; (iv) Rule 14A.68(1) of the Listing Rules requiring an announcement for a connected

transaction to contain at least the information set out in Rules 14.58 to 14.60 of the Listing Rules;

and (v) Rule 14A.70(2) of the Listing Rules requiring the circular for a connected transaction to

contain at least the information required to be disclosed in the announcement for the transaction.

THE INDEPENDENT BOARD COMMITTEE

The Independent Board Committee comprising three independent non-executive Directors,

namely Mr. Fan Yan Hok, Philip, Mr. Nien Van Jin, Robert and Mr. Cheok Albert Saychuan, has

been established to advise the Independent Shareholders as to whether the terms of the Aircraft

Sale and Purchase Agreements are fair and reasonable, in the ordinary and usual course of

business of the Group, and in the interests of the Company and the Shareholders as a whole.

Our appointment has been approved by the Independent Board Committee. Our role as the

Independent Financial Adviser is to give our recommendation to the Independent Board

Committee and the Independent Shareholders as to (i) whether the terms of the Aircraft Sale and

Purchase Agreements are fair and reasonable so far as the Independent Shareholders are

concerned and are in the interests of the Company and the Shareholders as a whole; and (ii) how

the Independent Shareholders should vote in respect of the relevant resolution to approve the

Aircraft Sale and Purchase Agreements and the transactions contemplated thereunder at the EGM.
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BASIS AND ASSUMPTIONS OF OUR ADVICE

In formulating our advice, we have relied solely on the statements, information, opinions,

beliefs and representations for matters relating to the Group, CE Group, CE Bank, the Purchasers

and their respective shareholders and management, and the Aircraft contained in the Circular and

the information and representations provided to us by the Group and/or its senior management

(the ‘‘Management’’) and/or the Directors. We have assumed that all information, representations

and opinions contained or referred to in the Circular, which have been provided by the Company,

the Directors and the Management and for which they are solely and wholly responsible, were

true and accurate at the time when they were made and continue to be so as at the Latest

Practicable Date. We have assumed that all such statements, information, opinions, beliefs and

representations contained or referred to in the Circular (including this letter) or otherwise

provided or made or given by the Group and/or the Management and/or the Directors and for

which it is/they are solely responsible were true and accurate, and valid and complete in all

material respects at the time they were made and given and continue to be true and accurate, and

valid and complete in all material respects as at the date of the Circular. We have assumed that all

the opinions, beliefs and representations for matters relating to the Aircraft, the Group, CE Group,

CE Bank, the Purchasers made or provided by the Management and/or the Directors contained in

the Circular have been reasonably made after due and careful enquiry. We have also sought and

obtained confirmation from the Company and/or the Management and/or the Directors that no

material facts have been omitted from the information provided and referred to in the Circular.

We consider that we have been provided with sufficient information and documents to

enable us to reach an informed view and the Management has assured us no material information

has been withheld from us to allow us to reasonably rely on the information provided so as to

provide a reasonable basis for our advice. We have no reason to doubt the truth, accuracy and

completeness of the statements, information, opinions, beliefs and representations provided to us

by the Group and/or the Management and/or the Directors and their respective advisers or to

believe that material information has been withheld or omitted from the information provided to

us or referred to in the aforesaid documents. We have not, however, carried out any independent

verification nor have we conducted any independent investigation into information provided by

the Directors and the Management, the Aircraft, background, business or affairs or future

prospects of the Company, CE Group, CE Bank, the Purchasers and its respective shareholder(s)

and subsidiaries or affiliates, and its respective history, experience and track records, or the

prospects of the markets in which it respectively operates.
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This letter is issued for the information of the Independent Board Committee and the

Independent Shareholders solely in connection with their consideration of the Transaction, and,

except for its inclusion in the Circular, is not to be quoted or referred to, in whole or in part, nor

shall this letter be used for any other purposes, without our prior written consent.

OUR INDEPENDENCE

As at the Latest Practicable Date, we did not have any relationship with or interest in the

Group or any other parties that could reasonably be regarded as relevant to our independence. In

the last two years, we have acted as the independent financial adviser to independent board

committee and/or independent shareholders of the Group for (i) certain continuing connected

transactions with CE Group and Aircraft Recycling International Limited, respectively, details of

which are set out in the circular dated 6 November 2018; and (ii) the connected transaction in

relation to the subscription of new shares by the Company in Aviation Synergy Limited, details of

which are set out in the announcements dated 4 March 2020 and 23 March 2020, respectively.

Apart from the abovementioned independent financial adviser roles, we have not acted in any

capacity for the Group in the past two years.

Apart from normal professional fees paid or payable to us in connection with this

appointment as the Independent Financial Adviser, no arrangements exist whereby we have

received or will receive any fees or benefits from the Group or any other parties that could

reasonably be regarded as relevant to our independence. Accordingly, we consider that we are

independent from the Group and CE Bank pursuant to Rule 13.84 of the Listing Rules.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In formulating our opinion on the Transaction, we have taken into consideration the

following factors and reasons, including the background information of the relevant parties and

principal terms of the Aircraft Sale and Purchase Agreements as well as an overview of the

aviation industry in the PRC.

1. Principal business and the financial information of the Group

As set out in the Company’s annual reports for the years ended 31 December 2018 (the

‘‘2018 Annual Report’’) and 31 December 2019 (the ‘‘2019 Annual Report’’), the Company is

an investment holding company and its subsidiaries are principally engaged in the aircraft leasing

business. The Group’s operations are mainly in the PRC and other countries or regions globally.
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Set out below is a summary of the Group’s financial results as extracted from the 2018

Annual Report and the 2019 Annual Report:

Summary of the consolidated financial performance of the Group

For the year ended 31 December

2017 2018 2019

HK$’million HK$’million HK$’million

(audited) (audited) (audited)

Revenue

– Finance lease income 1,017.5 792.5 664.3

– Operating lease income 828.7 1,541.6 1,796.2

Total 1,846.2 2,334.1 2,460.5

Profit attributable to shareholders

of the Company 734.7 808.9 896.0

For the year ended 31 December 2019 (‘‘FY2019’’) compared with the year ended 31

December 2018 (‘‘FY2018’’)

According to the 2019 Annual Report, the Group recorded lease income from finance

leases and operating leases for FY2019 amounted to approximately HK$2,460.5 million,

compared with approximately HK$2,334.1 million for FY2018, an increase of approximately

HK$126.4 million or 5.4%. The decrease in finance lease income from approximately

HK$792.5 million to approximately HK$664.3 million, such was due to the decrease in fleet

size under finance lease from 62 aircraft as at 31 December 2018 to 53 aircraft as at 31

December 2019. The growth in operating lease income from HK$1,541.7 million to

HK$1,796.2 million, such was attributable to the increase in fleet size under operating leases

from 52 aircraft as at 31 December 2018 to 57 aircraft as at 31 December 2019.

For the year ended 31 December 2018 compared with the year ended 31 December

2017 (‘‘FY2017’’)

According to the 2018 Annual Report, the Group recorded lease income from finance

leases and operating leases of approximately HK$2,334.1 million in FY2018, which

compared with HK$1,846.2 million in FY2017, represented an increase of approximately

HK$487.9 million or 26.4%. The decrease in finance lease income was due to disposal of

three aircraft’s finance lease receivables and reclassification of eight aircraft from finance

leases to operating leases in FY2018. The growth in operating lease income was attributable

to the increase in fleet size under operating leases from 37 as at 31 December 2017 to 52 as

at 31 December 2018.
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Summary of the consolidated financial position of the Group (Note)

As at

31 December

2017

As at

31 December

2018

As at

31 December

2019

HK$ million HK$ million HK$ million

(audited) (audited) (audited)

Total assets (Note) 37,994.3 41,427.1 43,651.3

– Property, plant and equipment 13,059.4 18,886.3 19,611.5

– Finance lease receivables – net 12,556.2 10,020.8 7,790.5

– Prepayments and other assets 4,021.5 6,771.2 9,765.0

– Cash and cash equivalents 7,023.4 3,990.1 4,352.3

Total liabilities (Note) 34,567.2 37,647.3 39,681.6

– Bank borrowings 16,458.4 19,166.8 21,573.6

– Long-term borrowings 5,329.4 5,436.4 5,307.6

– Medium-term notes 798.1 758.8 1,636.5

– Bonds 8,538.9 8,580.4 7,245.4

Total equity attributable to shareholders

of the Company 3,427.1 3,779.8 3,969.7

Note: The table sets out the key components of the consolidated balance sheet of the Group, which were extracted

from the 2018 Annual Report and the 2019 Annual Report. For further details, please refer to the 2018

Annual Report and the 2019 Annual Report, respectively.

Financial position as at 31 December 2019 compared with the financial position as at

31 December 2018

The Group’s total assets increased by approximately HK$2,224.2 million or

approximately 5.4% from approximately HK$41,427.1 million as at 31 December 2018 to

approximately HK$43,651.3 million as at 31 December 2019. As at 31 December 2019, the

Group’s total assets mainly comprised of property, plant and equipment of approximately

HK$19,611.5 million, net finance lease receivables of approximately HK$7,790.5 million

and prepayments and other assets of approximately HK$9,765.0 million. Besides, there was

a decrease in finance lease receivables from approximately HK$10,020.8 million as at 31

December 2018 to approximately HK$7,790.5 million as at 31 December 2019 because the

Group reclassified eight aircraft from finance lease to operating lease during 2019.

LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

– 21 –



The Group’s total liabilities increased by approximately HK$2,034.3 million or

approximately 5.4%, from approximately HK$37,647.3 million as at 31 December 2018 to

approximately HK$39,681.6 million as at 31 December 2019. As at 31 December 2019, the

Group’s total liabilities mainly comprised of bank borrowings of approximately

HK$21,573.6 million, long-term borrowings of approximately of HK$5,307.6 million and

bonds of approximately HK$7,245.4 million. As set out in the 2019 Annual Report, the

increase in bank borrowings in FY2019 was mainly attributable to the drawdowns of the

pre-delivery payment loans (the ‘‘PDP Loans’’) and bank loans for aircraft delivery during

the FY2019.

Financial position as at 31 December 2018 compared with the financial position as at

31 December 2017

The Group’s total assets increased by approximately HK$3,432.8 million or

approximately 9.0% from approximately HK$37,994.3 million as at 31 December 2017 to

approximately HK$41,427.1 million as at 31 December 2018. As at 31 December 2018, the

Group’s total assets mainly comprised of property, plant and equipment of approximately

HK$18,886.3 million and net finance lease receivables of approximately HK$10,020.8

million. As set out in the 2018 Annual Report, the decrease in net finance lease receivables

in FY2018 was mainly attributable to the Group completed disposal of finance lease

receivables for three aircraft and reclassified eight aircraft from finance leases to operating

leases during FY2018.

The Group’s total liabilities increased by approximately HK$3,080.1 million or

approximately 8.9%, from approximately HK$34,567.2 million as at 31 December 2017 to

approximately HK$37,647.3 million as at 31 December 2018. As at 31 December 2018, the

Group’s total liabilities mainly comprised of bank borrowings of approximately

HK$19,166.8 million, long-term borrowings of approximately of HK$5,436.4 million and

bonds of approximately HK$8,580.4 million. As set out in the 2018 Annual Report, the

increase in bank borrowings in FY2018 was mainly attributable to the drawdowns of PDP

Loans and bank loans for aircraft delivery during the FY2018.
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2. Background information on CE Group, CE Bank and CEB Leasing

As set out in the Letter from the Board, CE Group is the sole shareholder of CE Hong

Kong. CE Hong Kong is the indirect controlling shareholder of CE Limited which indirectly

holds approximately 49.74% equity interest in CE Limited. CE Limited in turn indirectly holds

approximately 36.61% equity interest in the Company as at the Latest Practicable Date.

Accordingly, CE Group is a substantial shareholder of the Company, and CE Group and its

associates are connected persons of the Company.

CE Bank is a joint stock company incorporated in the PRC with limited liability and is an

associate of CE Group. It is one of the major commercial banks in the PRC. CE Bank primarily

engages in the commercial banking business, including retail banking, corporate banking and

treasury operation, etc.

CEB Leasing is a company incorporated on 19 May 2010 in the PRC with limited liability

and is a non-wholly owned subsidiary of CE Bank. CEB Leasing is principally engaged in the

business of financial leasing, transfer in and out of financial leasing assets.

3. Background information on the PRC aviation industry

According to the 2019 Civil Airport Output Statistics Publication*（2019年民航機場生產統

計公報）published by the Civil Aviation Industry Development in March 20201 by the Civil

Aviation Administration of China*（中國民用航空局）(‘‘CAAC’’), the PRC’s main civil aviation

regulator, the PRC aviation industry recorded (i) increase in passenger traffic*（全年旅客輸送量）

by approximately 6.9% to over 1.3 billion, of which approximately 1.2 billion was attributable to

domestic flight route; and (ii) increase in the total amount of cargo and mail handled by

approximately 2.1% to approximately 17.1 million tonnes, of which approximately 10.6 million

tonnes was attributable to domestic flight route. By the end of 2019, there were 238 domestic

airports (excluding Hong Kong, Macau and Taiwan) in the PRC, 39 of which handled over 10

million passenger traffic in 2019.

We also noted that attributable to the recent novel coronavirus outbreak (the ‘‘Outbreak’’),

the PRC authorities have implemented certain temporary measures2 to reduce the number of

international passenger flights with a view to minimise the potential impact of the Outbreak. The

aforesaid temporary measures included, among others, limiting the number of international route

and flights per week for the Chinese airlines, strict implementation of preventative measures

under the guideline issued to the airlines by the Office of Chine Civil Aviation Prevention and

Control COVID-19 Leading Group*（民航防控工作領導小組辦公室）. These temporary measures

may be amended and updated from time to time depending on, among others, the prevailing

situation at the relevant time.

1 Source: www.caac.gov.cn/XXGK/XXGK/TJSJ/202003/t20200309_201358.html
2 Source: www.caac.gov.cn/XXGK/XXGK/TZTG/202003/t20200326_201746.html
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The global aviation industry has been adversely impacted in the first quarter in 2020 and

may continue to be affected by the development of the Outbreak. However, as at the Latest

Practicable Date, there are positive signs that the PRC aviation activities are beginning to recover.

In the medium to long term, (i) benefiting from the continued development of, among others, the

‘‘One Belt One Road’’ policy and the PRC economy, business activities domestically and

internationally are expected to increase; (ii) the rising affluence of PRC residents; and (iii) the

continued development of both international and domestic tourism in the PRC, the demand for

leisure and business-related travel in the PRC is expected to increase overtime. In this connection,

the Management is of the view that the Group is well-positioned to capture the opportunities

arising from the continued development of the PRC aviation industry.

4. Reasons for and benefits of entering into the Aircraft Sale and Purchase Agreements

Based on our discussion with the Management, we noted the following reasons for the

Transaction:

(i) In line with asset-light business model under the Group’s strategy

It is the Group’s stated strategy to offer full aviation value chain operation and a well-

positioned asset-light model, through the offering of tailored services that cater to clients’

specific fleet planning and management requirements, specialising in bundled transactions

such as new deliveries, fleet trade-ins, disposals and forward commitments, in view of the

above, the Directors are of the view that the Transaction is in line with the strategy of the

Group as such would facilitate the Group to push forward the multi-facet development of its

asset-light business model through portfolio trading together with management of aviation-

related funds. Such model allows the Group to achieve attractive return on equity with

continuous capital flows while ensuring a reasonable debt level as it expands its aircraft

leasing and trading businesses.

(ii) Aircraft portfolio trading is in the Group’s ordinary course of business

The Transaction is conducted in the Group’s ordinary course of business as evidenced

by a good number of aircraft purchase and disposal transactions conducted by the Group

from time to time during the year ended 31 December 2019, and the year ending 31

December 2020 (up to the Latest Practicable Date).

Portfolio trading with a broad range of aircraft owners, including, among others,

independent third party leasing companies, will optimise the Group’s fleet portfolio and

open up more business opportunities, thus further enhancing the Group’s asset management

capability.
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(iii) Disposal of aircraft is one of the main income sources of the Group and the

Transaction is expected to give rise to a gain

We noted from the 2019 Annual Report that the net income from aircraft transactions

and aircraft trading has been one of the main income sources of the Group in the past. The

expected gain from the Transaction will contribute to the overall growth and profitability of

the Group and the Company intends to use the net proceeds received from the disposal of

the Aircraft for, where appropriate, aircraft acquisition, and support its business expansion

in areas of aircraft leasing, sourcing and sales; aircraft trading and portfolio sales; aircraft

disassembly and component sales; maintenance, repair and overhaul (MRO) and aviation

financing; and/or general corporate purposes.

(iv) Consideration determined on an arm’s length basis

We also noted from the Letter from the Board that the Consideration for the Aircraft

was determined on an arm’s length basis upon negotiation in accordance with the Group’s

customary business practices, taking into account the Market Appraised Value of the

relevant aircraft and the terms and conditions of the Transaction as a whole and with

reference to market conditions. We understand that the disposal procedures undertaken by

the Management is generally in line with other aircraft disposal transactions conducted with

independent third parties in the past.

Having considered the above, including (i) the Transaction is in line with asset-light

business model under the Group’s strategy; (ii) the Transaction is part of the Group’s aircraft

portfolio trading and is in the Group’s ordinary course of business; (iii) our analysis under

sections headed ‘‘6. Our analysis on the Transaction’’ and ‘‘7. Possible financial effects of the

Transaction’’, in particular, a gain on disposal is expected by the Management; and (iv) the

Management advised that it is general practice for them to conduct a valuation and solicit offers

from potential interested parties prior to a disposal with a view to ensure that the subject

transaction is in the interests of the Company as a whole, such procedures were conducted by the

Management prior to the Transaction, which is in line with its general internal practice, and on

this basis, we concur with the Directors that the terms of the Transaction are fair and reasonable

and in the interests of the shareholders of the Company as a whole and the Transaction will have

no material adverse impact on the operations and financial position of the Group.
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5. The Aircraft Sale and Purchase Agreements

On 2 July 2020, the Aircraft Sale and Purchase Agreements were entered into between the

Vendors and the Purchasers respectively, pursuant to which the Vendors agreed to sell and the

Purchasers agreed to purchase the respective Aircraft. Set out below are the principal terms and

information of the Aircraft Sale and Purchase Agreements as extracted from the Letter from the

Board:

Date: 2 July 2020

Parties: (a) the Vendors; and

(b) the Purchasers

Assets to be disposed of: the Aircraft (together with the rights and obligations of

the underlying leases)

Consideration

The Consideration is above the net book value of the Aircraft. As an alternative to

disclosing the Consideration for the Aircraft, the Company discloses the Market Appraised

Value of the Aircraft. The Market Appraised Value of the Aircraft (obtained from the

Valuer) is approximately US$316 million (equivalent to approximately HK$2.46 billion).

The Consideration is also no less than the Market Appraised Value of the Aircraft.

The Board considers that the Consideration for the Aircraft was determined on an

arm’s length basis upon negotiation in accordance with the Group’s customary business

practices, taking into account the Market Appraised Value of the relevant aircraft and the

terms and conditions of the Transaction as a whole and with reference to market conditions.

Initially the Company conducted a bidding process for the Aircraft and successfully solicited

offers from CEB Leasing and certain independent third parties to ensure that the

Consideration would be in line with the prevailing market price. CEB Leasing was the

highest bidder and so the Company decided to enter into the Aircraft Sale and Purchase

Agreements with CEB Leasing.

The aggregate net book value, the aggregate gain or loss on the disposal of the Aircraft

and the excess of the Consideration over the aggregate net book value are commercial

sensitive information as are the aggregate net profits (before and after tax) attributable to the

Aircraft.
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The Company will no longer be entitled to the lease income derived from the

underlying leases of the Aircraft starting from the lease payment date immediately following

completion of the Transaction. The Company does not expect the Transaction to have a

material adverse impact on the net profits of the Company for the two financial years

immediately preceding the Transaction.

The Company will record an aggregate gain on the disposal of the Aircraft (given that

the Consideration, net of the Transaction related expenses, is above the aggregate net book

value of the Aircraft), although the Company does not expect the aggregate gain to be

significant to the Group taken as a whole. The gain expected to accrue to the Company from

the disposal of the Aircraft and the net book value of the Aircraft will be disclosed on an

aggregated basis together with any other aircraft disposed of by the Company in the

Company’s following interim financial statements (where applicable) and annual financial

statements upon completion of the relevant transactions.

The Company has applied to the Stock Exchange for, and the Stock Exchange has

granted, a waiver from strict compliance with (i) Rules 14.58(4) and 14.58(7) of the Listing

Rules requiring disclosure of the aggregate value of the consideration and net profits

attributable to the assets; (ii) Rule 14.58(6) of the Listing Rules requiring disclosure of the

net book value of the Aircraft; (iii) Rule 14.60(3)(a) of the Listing Rules requiring

disclosure of details of the gain or loss expected to accrue to the Company from the

Transaction and the basis for calculating such gain or loss; (iv) Rule 14A.68(1) of the

Listing Rules requiring an announcement for a connected transaction to contain at least the

information set out in Rules 14.58 to 14.60 of the Listing Rules; and (v) Rule 14A.70(2) of

the Listing Rules requiring the circular for a connected transaction to contain at least the

information required to be disclosed in the announcement for the transaction.

Payment and delivery terms

The Consideration of each of the Aircraft will be paid upon completion of the

respective Aircraft Sale and Purchase Agreements, which is estimated to occur by the end of

September 2020.
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6. Our analysis on the Transaction

Based on the published announcements of the Company, we noted that the Group purchased

and disposed aircraft from time to time during FY2019 and year ending 31 December 2020 (up to

the Latest Practicable Date). As set out in the 2019 Annual Report, we noted that the Group has

derived net income from aircraft transactions and aircraft trading in the amount of approximately

HK$625.7 million and HK$594.9 million for FY2018 and FY2019, respectively, of which

approximately HK$571.0 million and HK$585.3 million was derived from the disposal of 21

aircraft and 15 aircraft for FY2018 and FY2019, respectively. Such net gain from aircraft

transactions for FY2018 and FY2019 included the gain from disposal of the finance lease

receivables of aircraft and the gain from disposal of aircraft, where appropriate, to (i) independent

third parties; (ii) the ARI Group, being Aircraft Recycling International Limited together with its

subsidiaries; and (iii) the CAG Group, being CAG Bermuda 1 Limited together with its

subsidiaries. As set out in the 2019 Annual Report, the Group has significant influence over CAG

Group and ARI Group.

As set out in the 2019 Annual Report, it is the Group’s strategy to offer full aviation value

chain operation and a well-positioned asset-light model, through the offering of tailored services

that cater to clients’ specific fleet planning and management requirements, specialising in bundled

transactions such as new deliveries, fleet trade-ins, disposals and forward commitments. On this

basis, we are of the view that the Transaction is conducted in the ordinary course of the Group’s

business.

6.1 Our analysis on the Consideration

Pursuant to the Aircraft Sale and Purchase Agreements, the Consideration represents a

premium to the asset valuation for each of the Aircraft prepared by Ascend by Cirium (the

‘‘Valuer’’), the independent valuer engaged by the Company (the ‘‘Asset Valuation’’).

(i) Asset Valuation

In assessing the reasonableness of the Consideration, we have obtained and

reviewed the Asset Valuation prepared by the Valuer. In this connection with the Asset

Valuation, we have discussed the following with the Valuer, including (a) their

background and experience; (b) the valuation methodology considered and adopted by

the Valuer; and (c) the basis and assumptions applied for the valuation of the Aircraft.
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(ii) Background of the Valuer

We have discussed with the Valuer as to its qualification and experience in

relation to Asset Valuation. As a firm, the Valuer has a total of seven ISTAT (defined

hereafter) certified appraisers. We also noted that the personnel in charge of the Asset

Valuation is a qualified appraiser of the International Society of Transport Aircraft

Trading (‘‘ISTAT’’), with over six years of experience in aircraft valuation in, among

others, the PRC and Hong Kong. According to ISTAT’s website (www.istat.org/About),

ISTAT was founded in 1983, and it is the premier international, not-for-profit

organisation dedicated to providing aviation professionals with forums for increased

networking and educational opportunities. ISTAT currently represents more than 5,000

members worldwide who are involved in operating, manufacturing, maintaining,

selling, purchasing, financing, leasing, appraising, insuring or other activities related to

the commercial aviation sector.

In addition, the Valuer has confirmed that it is independent from the Group and

its connected persons as well as the Purchasers as at the Latest Practicable Date. Based

on the information reviewed and having taken into account the background of the

Valuer, its independence as well as the relevant qualification and experience of the

person in charge, we are satisfied that the Valuer is qualified to conduct the Asset

Valuation.

(iii) Our analysis on the valuation methodology and assumptions

According to our discussion with the Valuer, the Valuer has considered three

general valuation approaches for the Asset Valuation, namely, asset/cost approach,

income approach and market approach. The following factors were considered by the

Valuer when determining which valuation methodology is the most appropriate for the

purpose of the Asset Valuation.

The asset/cost approach, through our discussion with the Valuer, is more

commonly adopted when there is limited or no public market information available in

relation to the subject asset under the valuation and that the value attributable to the

asset will be determined based on the replacement cost or reproduction cost which may

not fully reflect the asset’s value in an open market. As such, given the availability of

the market information, the Valuer considers adopting the asset/cost approach in this

case may not be appropriate for the Asset Valuation.
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The Valuer advised that the income approach requires a clear identifiable stream

of economic benefit from the subject asset under valuation, which may be based on

historical and/or forecasted cash flow. The main focus of the valuation work under this

approach will be to determine an economic benefit stream that is reasonably reflective

of the asset’s most likely future benefits. This is then discounted to present value with

an appropriate risk-adjusted discount rate. Discount rate factors include, among others,

general market rates of return at the valuation date and other risks specific to the asset

being valued. As the future economic benefit stream and the discount rate require

various assumptions and will subject to uncertainties, the Valuer considers that the

adoption of income approach in this case may not be the most appropriate

methodology for the Asset Valuation.

In addition to the abovementioned valuation methodologies, the Valuer has also

considered the market approach, whereby the Valuer would value the subject asset by

reviewing recent market activities and comparing known market transactions involving

similar asset type, in the case of the Asset Valuation, being the Aircraft, transacted.

Such value is intended to reflect the result of an arm’s length single sale transaction

for cash conducted in an orderly manner between a willing buyer and willing seller,

with the aircraft free of any lease or charge. It is also assumed that the aircraft is free

of any onerous restrictions in respect of its ownership and title documentation.

Having considered the merits and the demerits of each of the abovementioned

three valuation methodologies, the Valuer has adopted the market approach for the

Asset Valuation. Under the market approach, the Valuer advised that it has taken into

consideration the following factors including, the aircraft manufacturer, type and

variant, year of build and a generic specification which comprises one engine

manufacturer, type and variant and maximum take-off weight combination, as well as

key assumptions under its appraised full-life base value of the Aircraft, such as, the

airframe, engines, landing gear, auxiliary power unit and all major components are

either new or have just undergone a major overhaul, inspection or performance

restoration (as appropriate), with engine life-limited parts having 100% of their

certified lives remaining and a reasonable marketing time of 12 months. The Valuer

considered that the aforesaid key assumptions applied to determine its appraised full-

life base value of the Aircraft are in line with market practice.
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In this connection, based on information in relation to the Aircraft provided by

the Management and our discussion with the Valuer and the Management, we noted

that (a) the Aircraft have been in use for around two years compared to a typical life-

span of 25 years of an aircraft of a similar type; and (b) the Aircraft are on lease with

full-life return conditions. Thus the Valuer and the Management considered that the

airframe, engines, landing gear, auxiliary power unit and all major components are

close to a full-life status. On this basis, the Valuer and the Management therefore

considered that a valuation based on a full-life status is appropriate. In addition, the

appraised value of the Aircraft is based on their base value. We have reviewed the

ISTAT Appraisers Program Handbook3 and noted that the base value represents ‘‘the

appraiser’s opinion of the underlying economic value of an aircraft in an open,

unrestricted, stable market environment with a reasonable balance of supply and

demand, and assumes full consideration of its ‘‘highest and best use’’’’. The Valuer

advised that the appraised value was derived with reference to historical similar

aircraft transactions maintained by their internal database. Such methodology is

consistent with their other aircraft valuations. Furthermore, the Management advised

that it is general practice for the Company to conduct a valuation, of which we have

obtained a sample of eight valuation reports for the historical transactions of aircraft

disposal conducted by the Company since 1 January 2019 up to and including the

Latest Practicable Date (‘‘Historical Transactions’’) on a random basis with broadly

similar characteristics of the Aircraft such as (a) aircraft age at the time being sold; (b)

wingspan; (c) engines; (d) maximum take-off weight; and (e) maximum flying

distance, and noted that the valuation methodology adopted for the appraising the

value of the aircraft in relation to the Historical Transactions are consistent with the

valuation methodology adopted for the Asset Valuation as set out in Appendix of the

valuation report in the Circular. In addition, like other historical aircraft disposals, the

Company has also solicited offers from potential interested parties, namely two other

independent parties, which were lower than that of the CEB Leasing offer (i.e. the

Consideration), prior to the Transaction with a view to ensure that the subject

transaction is in the interests of the Company as a whole, which is in line with general

internal practice. Further analysis of which is set out in the following sub-section.

Having considered that above, we are of the view that the valuation methodology

(including the basis and assumptions adopted) is reasonable and that the Consideration

is fair and reasonable.

3 Source: https://www.istat.org/Portals/0/General%20Files/ISTAT%20Brand%20Documents/IAP%20 Handbook%20Rev%

208%202018-03-08.pdf?ver=2018-06-04-131716-030&timestamp=1528136353952

LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

– 31 –



(iv) Our analysis on disposal procedures

We understand that it is the Group’s usual practice to solicit offers from three or

more potentially interested parties prior to a disposal of aircraft with a view to ensure

the consideration under the subject disposal is in line with the prevailing market price.

As part of our work in connection with the Transaction, we have reviewed offers for

the Aircraft obtained by the Company from three parties, one being CEB Leasing and

the other two being independent third parties. We noted that out of the

abovementioned three offers, the total consideration under the CEB Leasing bid is the

highest. The CEB Leasing bid (i.e. the Consideration) and the other two offers from

the independent third parties are broadly in line with the appraised value of the

Aircraft by the Valuer, which further supports the appraised value. On this basis, we

concur with the Management that the Consideration is fair and reasonable and on terms

no less favourable than those offered by independent third parties.

(v) Summary

Having considered (a) our work and analysis on the Asset Valuation, including

the valuation methodologies considered and the valuation methodology adopted the

Valuer, factors and key assumptions considered thereunder; (b) the Consideration is

determined on an arm’s length basis and taking into account the Market Appraised

Value of the relevant aircraft and the terms and conditions of the Transaction as a

whole and with reference to market conditions; and (c) the Consideration is above the

net book value of the Aircraft and the Group is expected to record a gain from the

Transaction, as further detailed in this letter below, we are of the view that the

Transaction is fair and reasonable and in the interests of the Company and the

Shareholders as a whole.

7. Possible financial effects of the Transaction

It should be noted that the analysis below is for illustrative purposes only and does not

purport to represent how the financial position of the Group will be upon Completion.

(i) Net asset value and earnings

Upon completion of the Transaction, the Aircraft will cease to be held by the

Company. The Group is expected to recognise a gain from the Transaction upon Completion

as the Consideration, net of the Transaction related expenses, is above the net book value of

the Aircraft. On this basis and only taking into account the effects of the Transaction, the

net asset value of the Group is expected to be enhanced as a result of the Transaction.
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As set out in the Letter from the Board, the aggregate net book value, the aggregate

gain or loss on the disposal of the Aircraft and the excess of the Consideration over the

aggregate net book value are commercial sensitive information as are the aggregate net

profits (before and after tax) attributable to the Aircraft and the effect of the Transaction on

the earning and assets and liabilities of the Company. On this basis, with a view to protect

the Shareholders’ interest, the gain expected to accrue to the Company from the disposal of

the Aircraft will be disclosed on an aggregated basis together with any other aircraft

disposed of by the Company in the Company’s following interim and annual financial

statements, where applicable, upon completion of the relevant transactions.

(ii) Working capital

As set out in the Letter from the Board, the Consideration of each of the Aircraft will

be paid upon completion of the respective Aircraft Sale and Purchase Agreements, which is

estimated to occur by the end of September 2020. The Group intends to apply the net

proceeds from the Transaction for, among others, general working capital of the Group. To

this extent, the working capital of the Group is expected to be enhanced upon Completion.

RECOMMENDATION

Having considered the aforementioned factors and reasons, in particular,

(i) it is the Group’s strategy to offer full aviation value chain operation and a well-

positioned asset-light model, through the offering of tailored services that cater to

clients’ specific fleet planning and management requirements, specialising in bundled

transactions such as new deliveries, fleet trade-ins, disposals and forward commitments

and that the Transaction is in line with the Group’s stated strategy;

(ii) we noted that the Group has purchased and disposed aircraft from/to independent third

parties from time to time in the past and the Transaction is in the ordinary and usual

course of the Group’s business;

(iii) the reasons for and benefits of entering into the Aircraft Sale and Purchase

Agreements;

(iv) our analysis and work performed in connection with the Transaction as set out under

section headed ‘‘6. Our analysis on the Transaction’’; and

(v) the possible financial effects of the Transaction, including that the Group is expected

to recognise a gain from the Transaction upon Completion,
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we are of the view that the Transaction is conducted in the ordinary and usual course of the

business of the Group and in the interests of Shareholders as a whole, and the terms of the

Transaction are on normal commercial terms and fair and reasonable so far as the Independent

Shareholders are concerned. Accordingly, we recommend the Independent Shareholders, as well

as the Independent Board Committee to advise the Independent Shareholders, to vote in favour of

the relevant resolution to be proposed at the EGM to approve the Aircraft Sale and Purchase

Agreements.

Yours faithfully,

For and on behalf of

Red Sun Capital Limited

Lewis Lai

Managing Director

Mr. Lewis Lai is a licensed person registered with the SFC and a responsible officer of Red Sun

Capital Limited to carry out type 1 (dealing in securities) and type 6 (advising on corporate

finance) regulated activities under the SFO and has over 13 years of experience in the corporate

finance industry.
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The following is the text of the report prepared for the purpose of incorporation in this
circular received from an independent appraiser in connection with its valuation of the Market
Appraised Value of the Aircraft.

China Aircraft Leasing Group Holdings Limited 8th June 2020

28/F, Far East Finance Centre,

16 Harcourt Road, Admiralty,

Hong Kong

This report is intended for China Aircraft Leasing Group Holdings Limited (‘‘Client’’) and
is valid at the date of issue only. This report has been prepared solely for the purposes of
China Aircraft Leasing Group Holdings Limited based on the information, circumstances
and purposes expressly imparted by China Aircraft Leasing Group Holdings Limited to
Ascend by Cirium. This report is not to be made available or copied in whole or in part to
any other person without the prior written consent of Ascend by Cirium. No consideration in
this report has been made of the interest and concerns of any third party, and Ascend by
Cirium disclaims to the extent permitted by applicable law any liability howsoever arising to
any third party that may become privy to or aware of this report.

Ascend by Cirium cannot be held responsible for any alterations made to this document,
intentionally or otherwise after transmission.

Client: China Aircraft Leasing Group Holdings Limited

Intended User(s): See above

Attention: Board of Directors of CALC

Dear Sirs,

CURRENT VALUATION OF SEVEN BOEING 737-800 AIRCRAFT,
MSNs 63065, 63069, 63072, 63073, 63075, 63076, 63078

VALUATION AS AT DATE: 15th APRIL 2020

In accordance with your instructions, we are pleased to provide our Current Base Value

opinions for the above captioned aircraft, currently leased to China Eastern Airlines and operated

by China Eastern Airlines, China United Airlines and Shanghai Airlines. Ascend by Cirium was

appointed by China Aircraft Leasing Group Holdings Limited to provide our value opinions for

each of the subject aircraft.
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Ascend by Cirium’s valuation of the aircraft takes into account the data supplied by China
Aircraft Leasing Group Holdings Limited regarding their identity, specifications as well as data
held in the Cirium Aviation Databases. We have also assumed that, at the valuation as at date,
unless otherwise indicated, each aircraft is a typical example of its type, model and age, is
generally in good condition, with no damage history, and in compliance with all Airworthiness
Directives (ADs) and significant Service Bulletins (SBs). We also assume each has a full and
complete set of technical records and documentation available in English.

Ascend by Cirium has not undertaken a physical inspection of the subject aircraft in relation
to this assignment and no attempt has been made to verify the information provided, which is
therefore assumed to be correct.

All Current Base Values are provided in the attached Appendix.

For the purpose of this appraisal, the value of Base Value and Current Base Value are the
same.

The appraised Values should only be considered in conjunction with the assumptions,
methodologies and definitions described in this report.

VALUATIONS

As requested, we have provided our value opinions under the scenarios of Current Base
Values, it is important that value definitions are understood by all parties and that such values are
always considered in conjunction with their definitions.

BASE VALUE

The International Society of Transport Aircraft Trading (ISTAT) defines ‘‘Base Value’’ as
follows:

Base Value is the appraiser’s opinion of the underlying economic value of an aircraft in an
open, unrestricted, stable market environment with a reasonable balance of supply and demand,
and assumes full consideration of its ‘‘highest and best use’’. An aircraft’s Base Value is founded
on the historical trend of values and in the projection of value trends and presumes an arm’s-
length, cash transaction between willing, able and knowledgeable parties, acting prudently, with
an absence of duress, and with a reasonable period of time available for marketing.

The ‘‘Base Value’’ most closely reflects the theory that the current value of an aircraft is a
function of its future earning potential. At Ascend by Cirium, we believe that historical market
values reflect the expectations of an aircraft’s earning potential and therefore need to be
incorporated into any analysis of its future value. However, history should always be used as a
guide and not as a definitive rule; historical trends need to be combined with the appraiser’s
perception of the current market as well as expected future earning power and market
developments.
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We were further instructed to provide our Base Value opinions under the ‘‘Full-Life’’

scenario. The term ‘‘Full-Life’’ assumes that the airframe, engines, landing gear, APU and all

major components are either new or have just undergone a major overhaul, inspection or

performance restoration as appropriate; with engine LLPs having 100% of their certified lives

remaining.

Our Current Base Values, as at 15th April 2020, for the subject aircraft are outlined in the

Appendix.

Neither Ascend by Cirium nor the appraiser who has completed this valuation has any

present or contemplated interest in the subject aircraft, nor any other financial interest which

might tend to prevent a fair and unbiased appraisal.

Please note that valuations given by Ascend by Cirium are only valid as of the date of issue.

Subsequent to that, changes in the world aviation market or in the status and physical condition of

the subject aircraft, their engines, or other general factors following the date of issue may affect

Ascend by Cirium’s valuation.

Yours sincerely

Eric Tamang

Valuations Analyst
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China Aircraft Leasing Group Holdings Limited

Current Valuation of 7 Aircraft

Values as at 15th April 2020

All values expressed in US$ Million.

# Aircraft Type MSN Registration

Year of

Build Operator Engine OW MT Specification Adjustments

Current Base

Values

‘‘Full Life’’

1 Boeing 737-800 63065 B-1265 2018 Shanghai Airlines CFM56-

7B26E

74,389 kg/

164,000 lb

Dual FMC, Head-Up Display (HUD), SATCOM $45.66m

2 Boeing 737-800 63069 B-1151 2018 Shanghai Airlines CFM56-

7B26E

74,389 kg/

164,000 lb

Winglets $45.09m

3 Boeing 737-800 63072 B-206U 2018 China United Airlines CFM56-

7B26E

74,389 kg/

164,000 lb

Winglets $45.09m

4 Boeing 737-800 63073 B-206W 2018 Shanghai Airlines CFM56-

7B26E

74,389 kg/

164,000 lb

Winglets $45.09m

5 Boeing 737-800 63075 B-207L 2018 China Eastern Airlines CFM56-

7B26E

74,389 kg/

164,000 lb

Winglets $45.09m

6 Boeing 737-800 63076 B-207G 2018 Shanghai Airlines CFM56-

7B26E

74,389 kg/

164,000 lb

Winglets $45.09m

7 Boeing 737-800 63078 B-207X 2018 China Eastern Airlines CFM56-

7B26E

74,389 kg/

164,000 lb

Winglets $45.09m

Current ‘‘Full-Life’’ Base Value Total $316.20m
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1. RESPONSIBILITY STATEMENT

This circular, for which the Directors of the Company collectively and individually accept

full responsibility, includes particulars given in compliance with the Listing Rules for the purpose

of giving information with regard to the Company. The Directors, having made all reasonable

enquiries, confirm that to the best of their knowledge and belief, the information contained in this

circular is accurate and complete in all material respects and not misleading or deceptive, and

there are no other matters the omission of which would make any statement herein or this circular

misleading.

2. DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT POSITIONS

As at the Latest Practicable Date, the interests and short positions of the Directors or the

chief executive of the Company in the Shares, underlying Shares and debentures of the Company

and its associated corporations (within the meaning of Part XV of the SFO) which were notified

to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO

(including interests and short positions in which they were deemed or taken to have under such

provisions of the SFO) or which were required pursuant to section 352 of the SFO to be entered

in the register referred to therein or which were required pursuant to the Model Code for

Securities Transactions by Directors of Listed Issuers (the ‘‘Model Code’’) set out in Appendix

10 to the Listing Rules as adopted by the Company, to be notified to the Company and the Stock

Exchange were as follows:

Number of Shares held (L)(1)

Name Capacity

Number of
Shares/

underlying
Shares held Total interests

Approximate
percentage of

Shares in issue(2)

ZHAO Wei Beneficial owner 10,000,000(3) 10,000,000 1.42%

POON Ho Man Interest of controlled

corporation

203,841,472(4) 203,841,472 28.87%

LIU Wanting Interest of controlled

corporation

10,697,877(5)

Beneficial owner 3,000,000(3) 13,697,877 1.94%

TANG Chi Chun Beneficial owner 200,000 200,000 0.03%

FAN Yan Hok, Philip Beneficial owner 200,000 200,000 0.03%

NIEN Van Jin, Robert Beneficial owner 234,000 234,000 0.03%

CHEOK Albert Saychuan Beneficial owner 5,000

Beneficial owner 200,000(3) 205,000 0.03%
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Notes:

(1) The letter ‘‘L’’ denotes the entity/person’s long position in the securities.

(2) Based on 705,970,647 Shares in issue as at the Latest Practicable Date.

(3) These interests represented the interests in the underlying Shares in respect of the share options granted by

the Company to Directors pursuant to the post-IPO share option scheme of the Company.

(4) Mr. POON Ho Man was deemed to be interested in 203,841,472 Shares in the following manner:

a. 195,294,658 Shares held by FPAM, a substantial shareholder of the Company, which is wholly-owned

by Capella Capital Limited (‘‘Capella’’) which is in turn owned as to 50% by Ms. Christina NG and

50% by Mr. POON; and

b. 8,546,814 Shares held by Equal Honour Holdings Limited, a company wholly-owned by Mr. POON.

(5) These Shares were held by Smart Aviation Investment Limited, a company wholly-owned by Ms. LIU

Wanting.

Save as disclosed above, as at the Latest Practicable Date, none of the Directors or the chief

executive of the Company had any other interests or short positions in any Shares, underlying

shares and/or debentures (as the case may be) of the Company and/or any of its associated

corporations (within the meaning of Part XV of the SFO) which were required to be notified to

the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO

(including any interest and short position in which they were deemed or taken to have under such

provisions of the SFO) or which were required, pursuant to section 352 of the SFO, to be entered

in the register of interests referred to therein or which were required pursuant to the Model Code

to be notified to the Company and the Stock Exchange.

As at the Latest Practicable Date, Mr. POON Ho Man is a director of FPAM, Mr. ZHAO

Wei is a director of CE Limited, and Mr. TANG Chi Chun is a director of CE Limited and CE

Aerospace. FPAM, CE Limited and CE Aerospace are companies having an interest in the Shares

required to be disclosed to the Company and the Stock Exchange under the provisions of

Divisions 2 and 3 of Part XV of the SFO.
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3. SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND/OR SHORT POSITIONS

As at the Latest Practicable Date, substantial Shareholders and other persons (other than

Directors or chief executive of the Company) who had interests or short positions in the Shares or

underlying Shares of the Company which would fall to be disclosed to the Company under the

provisions of Divisions 2 and 3 of Part XV of the SFO, or which were recorded in the register

required to be kept by the Company under Section 336 of the SFO were as follows:

Number of Shares held (L)(1)

Name of
shareholders Capacity

Number of
Shares/

underlying
Shares held Total interests

Approximate
percentage of

Shares in issue(2)

CE Aerospace Beneficial owner 223,563,682(3) 223,563,682 31.67%

CE Limited Interest of controlled

corporation

258,455,878(3) 258,455,878 36.61%

CE Hong Kong Interest of controlled

corporation

258,455,878(4) 258,455,878 36.61%

CE Group Interest of controlled

corporation

258,455,878(5) 258,455,878 36.61%

Huijin Ltd. Interest of controlled

corporation

258,455,878(5) 258,455,878 36.61%

FPAM Beneficial owner 195,294,658(6) 195,294,658 27.66%

Capella Interest of controlled

corporation

195,294,658(6) 195,294,658 27.66%

POON Ho Man Interest of controlled

corporation

203,841,472(7) & (8) 203,841,472 28.87%

Christina NG Interest of controlled

corporation

195,294,658(7)

Beneficial owner 7,500,000

Beneficial owner 3,800,000(9) 206,594,658 29.26%

Notes:

(1) The letter, ‘‘L’’ denotes the entity/person’s long position in the securities.

(2) Based on 705,970,647 Shares in issue as at Latest Practicable Date.
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(3) CE Limited was deemed to be interested in 223,563,682 and 34,892,196 Shares held by CE Aerospace and

China Everbright Financial Investments Limited respectively, both of which are wholly-owned by CE

Limited.

(4) CE Hong Kong indirectly holds more than one-third of the voting power at general meetings of CE Limited.

Accordingly, CE Hong Kong is deemed to be interested in all Shares mentioned in note (3) above.

(5) According to the Company’s announcements in respect of the restructuring of CE Group dated 10 November

2014, 25 November 2014, 8 December 2014 and 14 May 2015, CE Group and Huijin Ltd. are deemed to be

interested in all Shares mentioned in notes (3) and (4) above.

(6) The issued share capital of FPAM is wholly-owned by Capella. Accordingly, Capella is deemed to be

interested in all Shares held by FPAM.

(7) The issued share capital of Capella is owned as to 50% by Ms. Christina NG and 50% by Mr. POON Ho

Man. Accordingly, Mr. POON and Ms. NG are deemed to be interested in all Shares mentioned in note (6)

above.

(8) Mr. POON Ho Man is interested in 8,546,814 Shares held by Equal Honour Holdings Limited, a company

wholly-owned by Mr. POON.

(9) These interests represented the interests in underlying Shares in respect of the share options granted by the

Company to Ms. Christina NG pursuant to the post-IPO share option scheme of the Company.

Save as disclosed above, as at Latest Practicable Date, the Directors were not aware of any

person who had an interest or short position in the Shares or underlying Shares which would be

required to be disclosed to the Company and the Stock Exchange under the provisions of

Divisions 2 and 3 of Part XV of the SFO or, directly or indirectly, be interested in 5% or more of

the nominal value of any class of share capital carrying rights to vote in all circumstances at

general meetings of the Company.

4. DIRECTORS’ SERVICE CONTRACTS

As at the Latest Practicable Date, none of the Directors had entered or proposed to enter

into a service contract with any member of the Group other than contracts expiring or

determinable by the relevant employer within one year without payment of any compensation

(except statutory compensation).

5. COMPETING INTERESTS

As at the Latest Practicable Date, none of the Directors or their respective close associates

was considered by the Company to have interests in businesses which compete, or might compete,

either directly or indirectly, with the business of the Group.
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6. DIRECTORS’ INTERESTS IN THE GROUP’S ASSETS OR ARRANGEMENTS

SIGNIFICANT TO THE GROUP

As at the Latest Practicable Date, none of the Directors had any interests, either directly or

indirectly, in any assets which had been, since 31 December 2019 (being the date to which the

latest published audited accounts of the Company were made up), acquired or disposed of by or

leased to any member of the Group, or were proposed to be acquired or disposed of by or leased

to any member of the Group.

As at the Latest Practicable Date, there was no contract or arrangement subsisting which

was significant in relation to the business of the Group.

7. MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors were not aware of any material adverse

change in the financial or trading position of the Group since 31 December 2019, being the date

to which the latest published audited accounts of the Company were made up.

8. EXPERTS AND CONSENTS

(1) The following are the qualifications of the experts who has given their opinion or

advice which is contained in this circular:

Name Qualification

Red Sun Capital Limited A corporation licensed to carry out Type 1

(dealing in securities) and Type 6 (advising on

corporate finance) regulated activities under the

SFO

Ascend by Cirium Appraiser

(2) As at the Latest Practicable Date, the above experts did not have any shareholding,

direct or indirect, in any member of the Group or any right, whether legally

enforceable or not, to subscribe for or to nominate persons to subscribe for securities

in any member of the Group.

(3) As at the Latest Practicable Date, the above experts had no direct or indirect interest in

any assets which had been, since 31 December 2019 (being the date to which the latest

published audited financial statements of the Company were made up), acquired,

disposed of by, or leased to any member of the Group, or were proposed to be

acquired, disposed of by, or leased to any member of the Group.
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(4) The above experts have given and has not withdrawn their written consents to the

issue of this circular with the inclusion of its letter and the reference to their names

included herein in the form and context in which it appears.

9. MISCELLANEOUS

(1) The registered office of the Company is at Maples Corporate Services Limited, PO

Box 309, Ugland House, Grand Cayman, KY1-1104, Cayman Islands and the principal

place of business in Hong Kong is situated at 28th Floor, Far East Finance Centre, 16

Harcourt Road, Hong Kong.

(2) The company secretary of the Company is Ms. TAI Bik Yin who is a fellow member

of both The Hong Kong Institute of Chartered Secretaries and The Chartered

Governance Institute. Ms. TAI is also a Chartered Governance Professional.

(3) The Hong Kong branch share registrar and transfer office of the Company is Tricor

Investor Services Limited at Level 54, Hopewell Centre, 183 Queen’s Road East, Hong

Kong.

(4) In any event of inconsistency, the English version of this circular shall prevail over the

Chinese version to the extent of such inconsistency.

10. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection during normal business hours

at 28th Floor, Far East Finance Centre, 16 Harcourt Road, Hong Kong for a period of 14 days

(excluding Saturdays and public holidays) from the date of this circular:

(a) the Aircraft Sale and Purchase Agreements;

(b) the letters of consent referred to under the section headed ‘‘Experts and Consents’’ in

this section;

(c) the valuation report of the Aircraft, the text of which is set out in this circular; and

(d) this circular.

The Company has applied for, and the Stock Exchange has granted, a waiver from strict

compliance with Rule 14A.70(13) and Appendix 1, Part B, paragraph 43(2)(c) of the Listing

Rules, so that information in relation to the Consideration for the Aircraft will be redacted from

the version of the Aircraft Sale and Purchase Agreements which will be available for inspection

by the public.
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CHINA AIRCRAFT LEASING GROUP HOLDINGS LIMITED
中國飛機租賃集團控股有限公司

(Incorporated under the laws of the Cayman Islands with limited liability)

(Stock code: 1848)

NOTICE OF EXTRAORDINARY GENERAL MEETING

NOTICE IS HEREBY GIVEN that an extraordinary general meeting (the ‘‘EGM’’) of
China Aircraft Leasing Group Holdings Limited (the ‘‘Company’’) will be held at 38th Floor,
Everbright Centre, 108 Gloucester Road, Wan Chai, Hong Kong on Friday, 31 July 2020 at
10:00 a.m. for the purposes of considering and, if thought fit, passing with or without
modifications, the following proposed ordinary resolution of the Company.

ORDINARY RESOLUTION

1. ‘‘THAT

(a) each of the seven aircraft sale and purchase agreements dated 2 July 2020
(collectively, the ‘‘Aircraft Sale and Purchase Agreements’’) entered into
between the Company (through seven of its wholly-owned special purpose
vehicles, as vendors) and Everbright Financial Leasing Co., Ltd.（光大金融租賃

股份有限公司）(‘‘CEB Leasing’’) (through its wholly-owned special purpose
vehicles, as purchasers) (copies of which are produced to the EGM marked ‘‘A’’

and signed by the Chairman of the EGM for the purpose of identification)
pursuant to which the Company agreed to sell and CEB Leasing agreed to
purchase seven Boeing B737-800 aircraft with leases attached, and the
transactions contemplated under such agreements, be and are hereby approved,
ratified and confirmed; and

(b) any one of the directors of the Company be and is hereby authorised to do all
such acts or things and sign all documents necessary by him/her to be incidental
to, ancillary to or in connection with the Aircraft Sale and Purchase Agreements
and the transactions contemplated under such agreements.’’

By order of the Board
China Aircraft Leasing Group Holdings Limited

POON HO MAN
Executive Director and Chief Executive Officer

Hong Kong, 9 July 2020

As at the date of this notice, (i) the Executive Directors are Mr. ZHAO Wei, Mr. POON Ho
Man and Ms. LIU Wanting; (ii) the Non-executive Director is Mr. TANG Chi Chun; and (iii) the
Independent Non-executive Directors are Mr. FAN Yan Hok, Philip, Mr. NIEN Van Jin, Robert
and Mr. CHEOK Albert Saychuan.

NOTICE OF EGM

– 45 –



Notes:

1. The form of proxy for use at the EGM is enclosed with the circular dated 9 July 2020 to be despatched to

shareholders of the Company (the ‘‘Shareholders’’).

2. The instrument appointing a proxy shall be in writing under the hand of the appointer or his/her attorney duly

authorised in writing or, if the appointer is a corporation, either under its seal or under the hand of any officer,

attorney or other person authorised to sign the same.

3. A member of the Company entitled to attend and vote at the EGM convened by the above notice is entitled to

appoint one or if he/she is the holder of two or more shares of the Company (the ‘‘Shares’’), more than one proxy

to attend and, subject to the provisions of the memorandum and articles of association of the Company, to vote on

his/her behalf. A proxy need not be a member of the Company but must be present in person at the EGM to

represent the member. If more than one proxy is so appointed, the appointment shall specify the number and class

of Shares in respect of which each such proxy is so appointed.

4. In order to be valid, the form of proxy must be deposited together with a power of attorney or other authority, if

any, under which it is signed or a notarially certified copy of that power or authority, at the office of the Company’s

branch share registrar and transfer office in Hong Kong, Tricor Investor Services Limited at Level 54, Hopewell

Centre, 183 Queen’s Road East, Hong Kong not less than 48 hours before the time fixed for holding the EGM or

adjourned meeting thereof.

5. In order to determine the list of Shareholders who are entitled to attend and vote at the EGM, the register of

members of the Company will be closed from Wednesday, 29 July 2020 to Friday, 31 July 2020 (both days

inclusive), during which period no transfer of Shares will be registered. Shareholders whose names appear on the

register of members of the Company on 31 July 2020 are entitled to attend and vote at the EGM. In order to attend

the EGM, any Shareholder whose transfer has not been registered shall lodge the transfer documents together with

the relevant share certificate with Tricor Investor Services Limited, the Company’s Hong Kong branch share

registrar and transfer office, at Level 54, Hopewell Centre, 183 Queen’s Road East, Hong Kong, by no later than

4:30 p.m. on Tuesday, 28 July 2020.

6. Completion and return of the form of proxy or an instrument appointing a proxy will not preclude a member of the

Company from attending and voting in person at the EGM and/or any adjournment thereof, should he/she so wish

and in such event, the instrument appointing a proxy shall be deemed to be revoked.

7. Where there are joint registered Shareholders of any Share, any one of such joint Shareholders may vote, either in

person or by proxy, in respect of such Shares as if he/she was solely entitled thereto, but if more than one of such

joint Shareholders are present at the EGM, whether in person or by proxy, the joint registered Shareholder present

whose name stands first on the register of members of the Company in respect of the Shares shall be accepted to the

exclusion of the votes of the other registered Shareholders.

8. As required under the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited, the

resolution will be decided by way of poll.

9. In case the EGM is anticipated to be affected by black rainstorms or tropical cyclone with warning signal no. 8 or

above, or ‘‘extreme conditions’’ caused by super typhoons, please refer to the website of Hong Kong Exchanges and

Clearing Limited at http://www.hkexnews.hk and the Company’s website at http://www.calc.com.hk for

announcement on bad weather arrangement for the EGM.
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