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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

(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, unless the context otherwise requires, the following expressions have the

following meanings:

‘‘2018 ARI Circular’’ the circular of the Company dated 6 November 2018 in

relation to, among others, the discloseable and continuing

connected transactions contemplated under the Second

Supplementa l Shareholders’ Loan and Guarantee

Agreement

‘‘Announcement’’ the announcement of the Company dated 26 January 2021

in relation to the Third Supplemental Shareholders’ Loan

and Guarantee Agreement and the New Annual Caps

‘‘ARG’’ ARG Cayman 1 Limited, an aviation investment vehicle

incorporated in the Cayman Islands with limited liability

and a non-wholly-owned subsidiary of ARI

‘‘ARI’’ Aircraft Recycling International Limited, a company

incorporated in the Cayman Islands with limited liability

on 22 August 2014 and a commonly held entity of the

Company as at the Latest Practicable Date

‘‘ARI Business’’ the business model of ARI broadly includes the following:

(i) purchasing, including direct purchase of aircraft, or

purchase through portfolio trade with lease attached

and purchase and leaseback arrangement;

(ii) selling, including direct sale, sale after re-certified

and conditional sales lease;

(iii) leasing, including leasing of aircraft, engine and

components;

(iv) disassembling, including disassembly and parting-out

of aircraft and parts and components from the

airframe;

(v) replacing, including replacing old components with

new ones through the provision, exchange and

sharing of serviceable components;

(vi) conversion, including conversion of passenger aircraft

into a freighter and modification of aircraft

components for other uses;
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(vii) maintenance repair and overhaul (MRO), including

base maintenance, line maintenance, engine, auxiliary

power unit and landing gear repair and management

solutions and parts remanufacturing; and

(viii) establishment of ARG, an aviation investment fund

under ARI, and acting as a servicer to ARG

‘‘ARI Holdings’’ Aircraft Recycling International Holdings Limited, a

company incorporated in the British Virgin Islands with

limited liability on 24 February 2016 and a wholly-owned

subsidiary of the Company

‘‘ARI Shareholders’’ ARI Holdings, China Aero, Sky Cheer and Neo Modern

‘‘associate’’ has the meaning ascribed thereto under Chapter 14A of the

Listing Rules

‘‘Board’’ the board of Directors

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

incorporated in the Cayman Islands with limited liability

on 13 January 2009, a wholly-owned subsidiary of CE

Limited and one of the substantial shareholders of the

Company

‘‘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 owned by Central Huijin, MOF and SSF

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

團有限公司）, a company incorporated in Hong Kong with

limited liability and a wholly-owned subsidiary of CE

Group

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

company incorporated in Hong Kong with limited liability,

whose shares are listed on the Main Board of the Stock

Exchange (stock code: 0165) and is indirectly owned as to

approximately 49.7% by CE Hong Kong as at the Latest

Practicable Date
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‘‘Central Huijin’’ 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

‘‘China Aero’’ China Aero Investments Limited, a company incorporated

in the Cayman Islands with limited liability on 30 January

2012 and a wholly-owned subsidiary of FPAM

‘‘commonly held entity’’ has the meaning ascribed to it in Rule 14A.27 of the

Listing Rules

‘‘Company’’ 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 thereto under Chapter 14A of the

Listing Rules

‘‘Director(s)’’ the director(s) of the Company

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

convened and held on 10 March 2021, the notice of which

is set out on pages 69 to 71 of this circular, and any

adjournment thereof for the purpose of considering, and if

thought fit, approving (i) the Third Supplemental

Shareholders’ Loan and Guarantee Agreement, (ii) the

New Annual Caps and (iii) the re-election of the retiring

Director, Dr. Tse Hiu Tung, Sheldon

‘‘Existing Annual Caps’’ the existing annual caps for the three years ending 31

December 2021 for the transactions contemplated under the

Shareholders’ Loan and Guarantee Agreement

‘‘First Supplemental Shareholders’

Loan and Guarantee Agreement’’

the first supplemental agreement entered into between ARI

and the ARI Shareholders on 14 November 2016 in

relation to the Shareholders’ Loan and Guarantee

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

incorporated in the British Virgin Islands with limited

liability and one of the substantial shareholders of the

Company. It is beneficially owned as to 50% by Mr. Poon

Ho Man (an executive Director and the Chief Executive

Officer of the Company) and 50% by Ms. Christina Ng

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

‘‘Guarantee Fee’’ the guarantee fee payable by ARI to the Guarantor

pursuant to the Shareholders’ Loan and Guarantee

Agreement

‘‘Guarantor’’ an ARI shareholder or any member of its group of

companies which has provided guarantee for the loan of

ARI pursuant to the Shareholders’ Loan and Guarantee

Agreement

‘‘HK$’’ Hong Kong dollar(s), the lawful currency of Hong Kong

‘‘Hong Kong’’ the Hong Kong Special Administrative Region of the PRC

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

independent non-executive Directors

‘‘Independent Shareholders’’ Shareholders other than (i) FPAM together with its

associates; (ii) CE Limited together with its associates; and

(iii) any other Shareholders who are required by the Listing

Rules to abstain from voting at the EGM

‘‘Latest Practicable Date’’ 18 February 2021, being the latest practicable date prior to

the printing of this circular for ascertaining information

contained herein

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

Exchange

‘‘MOF’’ the Ministry of Finance of the PRC

‘‘Neo Modern’’ Neo Modern Limited, a company incorporated in the

British Virgin Islands with limited liability on 22 January

2016 and a wholly-owned subsidiary of CE Limited

DEFINITIONS

– 5 –



‘‘New Annual Caps’’ the proposed new annual caps for the years ending 31

December 2021, 2022 and 2023 for the transactions

contemplated under the Shareholders’ Loan and Guarantee

Agreement

‘‘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)

‘‘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 Third

Supplementa l Shareholders’ Loan and Guarantee

Agreement and the New Annual Caps

‘‘Second Supplemental

Shareholders’ Loan and

Guarantee Agreement’’

the second supplemental agreement entered into between

ARI and the ARI Shareholders on 15 October 2018 in

relation to the Shareholders’ Loan and Guarantee

Agreement

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

of Hong Kong)

‘‘Shareholder(s)’’ the holder(s) of the Shares

‘‘Shareholders’ Loan’’ the shareholders’ loan advanced by any of the ARI

Shareholders to ARI pursuant to the Shareholders’ Loan

and Guarantee Agreement

‘‘Shareholders’ Loan and

Guarantee Agreement’’

the shareholders’ loan and guarantee agreement entered

into between ARI and the ARI Shareholders on 6 April

2016 and together with all those agreements specified as

supplemental thereto (including the First Supplemental

Shareholders’ Loan and Guarantee Agreement, the Second

Supplementa l Shareholders’ Loan and Guarantee

Agreement and the Third Supplemental Shareholders’ Loan

and Guarantee Agreement), pursuant to which, the ARI

Shareholders will provide the Shareholders’ Loan and

guarantee to ARI

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

capital of the Company
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‘‘Sky Cheer’’ Sky Cheer International Limited, a company incorporated

in Hong Kong with limited liability on 4 July 2008 and

owned by Li Yuze William and Li Weiwei Tony

‘‘SSF’’ National Council for Social Security Fund of the PRC*（全

國社會保障基金理事會）

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

‘‘substantial shareholders’’ has the meaning ascribed thereto under Chapter 1 of the

Listing Rules

‘‘Third Supplemental Shareholders’

Loan and Guarantee Agreement’’

the third supplemental agreement entered into between ARI

and the ARI Shareholders on 26 January 2021 in relation

to the Shareholders’ Loan and Guarantee Agreement

‘‘US$’’ US dollar(s), the lawful currency of the United States of

America

‘‘%’’ per cent

* For identification purpose only
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23 February 2021

Dear Shareholders,

I. INTRODUCTION

Reference is made to the Announcement in relation to the Third Supplemental Shareholders’

Loan and Guarantee Agreement and the New Annual Caps.

The purpose of this circular is to provide Shareholders with information relating to, among

others, (i) the Third Supplemental Shareholders’ Loan and Guarantee Agreement, (ii) the New

Annual Caps, (iii) the proposed re-election of the retiring Director, Dr. Tse Hiu Tung, Sheldon,

who is going to retire and offer himself for re-election at the EGM and (iv) the notice of the

EGM.
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II. MAJOR AND CONTINUING CONNECTED TRANSACTIONS

(1) The Third Supplemental Shareholders’ Loan and Guarantee Agreement

Reference is made to the 2018 ARI Circular in relation to, among others, the

discloseable and continuing connected transactions contemplated under the Second

Supplemental Shareholders’ Loan and Guarantee Agreement.

On 6 April 2016, the ARI Shareholders and ARI entered into the Shareholders’ Loan

and Guarantee Agreement, pursuant to which the ARI Shareholders agreed to provide the

Shareholders’ Loan and guarantee to ARI on the terms thereof. On 14 November 2016, the

ARI Shareholders and ARI entered into the First Supplemental Shareholders’ Loan and

Guarantee Agreement under which the repayment terms under the Shareholders’ Loan and

Guarantee Agreement were amended. On 15 October 2018, the ARI Shareholders and ARI

entered into the Second Supplemental Shareholders’ Loan and Guarantee Agreement under

which the interest rate and the Guarantee Fee under the Shareholders’ Loan and Guarantee

Agreement were amended and the term thereof was extended to 31 December 2021. In view

of the continued development of the ARI Business, ARI and the ARI Shareholders entered

into the Third Supplemental Shareholders’ Loan and Guarantee Agreement on 26 January

2021 to extend the term of the Shareholders’ Loan and Guarantee Agreement to 31

December 2023.

Date

26 January 2021

Parties

(i) ARI;

(ii) ARI Holdings;

(iii) China Aero;

(iv) Sky Cheer; and

(v) Neo Modern.
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Subject matter

Pursuant to the Third Supplemental Shareholders’ Loan and Guarantee

Agreement, the parties agreed to extend the term of the Shareholders’ Loan and

Guarantee Agreement to 31 December 2023, subject to the Independent Shareholders’

approval. All other terms and conditions of the Shareholders’ Loan and Guarantee

Agreement shall remain unchanged.

Transactions contemplated thereunder

Set out below are the details on the transactions contemplated under the

Shareholders’ Loan and Guarantee Agreement.

(i) Shareholder’s Loan

In the event ARI raises the Shareholders’ Loan from the ARI Shareholders,

each ARI Shareholder shall have a right (but not the obligation) to advance the

Shareholders’ Loan to ARI pro rata to its shareholding in ARI. If one or more

ARI Shareholders decline to advance its respective pro rata portion of the

Shareholders’ Loan, then the unaccepted participation of such Shareholders’ Loan

shall automatically be deemed to be accepted by the ARI Shareholders who have

indicated to ARI a desire to advance the whole or part of such unaccepted

participation.

(ii) Loan note

Against receipt of the payment for an advance under a Shareholders’ Loan,

ARI shall issue a loan note to each of the relevant ARI Shareholders, which

principal terms are as follows:

(a) all loan notes as and when issued shall rank pari passu and ratably

without discrimination or preference as between the holders of the

loan notes except to the extent provided by the applicable laws;

(b) the principal amount of a loan note, together with the accrued interest,

shall be repayable on demand or on the occurrence of certain

insolvency event including a court of competent jurisdiction makes an

order or a resolution is passed for the dissolution or administration of

ARI;
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(c) the principal amount set forth in a loan note shall be subject to

interest at the rate of 3% per annum above the HK$ prime lending rate

quoted by The Bank of China (Hong Kong) Limited from time to

time, which is accrued from day to day and be calculated on the basis

of the actual number of days elapsed in a year of 365 days and

payable in cash in arrears by ARI at six-month intervals from the date

of issue of the loan note;

(d) interest will be charged (both before and after judgment) on amounts

due under a loan note but unpaid at a rate which is 3% per annum

above the rate specified in subparagraph (c) above and shall be

compounded (both before and after judgement) daily; and

(e) the loan note is not transferable.

(iii) Guarantee

In the event ARI raises loans from banks, financial or other institutions and

guarantee is required to be provided to the lender of the loans, each ARI

Shareholder or any of its group of companies shall have a right (but not the

obligation), subject to the acceptance and approval of the lender, to provide

guarantee for the loans.

(iv) Guarantee Fee

If an ARI Shareholder or any member of its group of companies, whose

consolidated net asset value is not less than HK$500 million, has provided

guarantee for the loan of ARI, ARI shall pay the Guarantor the Guarantee Fee

equal to 3% per annum of the principal amount of the bank loans guaranteed by

such Guarantor. The Guarantee Fee is accrued from day to day and is calculated

on the basis of the actual number of days elapsed in a year of 365 days and

payable in arrears by ARI at six-month intervals from the provision of the

guarantee. If the Guarantor is not an ARI Shareholder, ARI shall enter into an

agreement with such Guarantor setting out the payment of the Guarantee Fee by

ARI to such Guarantor.
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(v) Payment of interest accrued on the loan notes, payment of the Guarantee

Fee and repayment of the loan notes

No payment of the interest accrued on the loan notes and payment of the

Guarantee Fee shall be made by ARI unless (a) payment is made pro rata to each

of the ARI Shareholders in proportion to the amount of their respective interest

accrued on the loan notes and Guarantee Fee; and (b) payment shall be made to

each such ARI Shareholder at the same time and in the same currency.

Repayment of any loan note shall be made by ARI, and be made (a) pro rata to

each of the ARI Shareholders in proportion to the principal amount of their

respective loan notes; or (b) in such other proportion as such ARI Shareholders

and ARI may agree in writing from time to time.

(vi) Pricing Basis

The interest rate of the Shareholders’ Loan and the Guarantee Fee was

revised from 4% per annum above the HK$ prime lending rate quoted by The

Bank of China (Hong Kong) Limited from time to time to 3% per annum above

the HK$ prime lending rate quoted by The Bank of China (Hong Kong) Limited

from time to time pursuant to the Second Supplemental Shareholders’ Loan and

Guarantee Agreement in 2018, based on the improved financial background and

stronger external fund raising abilities of ARI with lower borrowing cost. The

interest rate of the Shareholder’s Loan and the Guarantee Fee were determined

after arm’s length negotiation between ARI and the ARI Shareholders, having

taken into account the reasonableness of the annuity return, the satisfactory

financial background of ARI, the market terms from external banks for unsecured

borrowings available to ARI and ARI’s capital requirements in the future.

In respect of the interest rate, the Board noted that the interest rate

receivable by an ARI Shareholder which provides loan(s) to ARI is

approximately 8% per annum (based on the rate of 3% above the HK$ prime

lending rate quoted by The Bank of China (Hong Kong) Limited from time to

time, which has been 5% per annum since November 2019) and (i) is higher than

the average interest rates of the Group’s debt financing (without convertible

features) set out in the interim report of the Company (dated 14 August 2020) for

the six months ended 30 June 2020, which ranged from approximately 3.5% to

7.8%, and the interest rates of the outstanding loans of ARI granted by other

financial institutions as at 31 December 2020, which ranged from approximately

2.03% to 6.62%, and (ii) is at least comparable with (if not higher than) the

interest rate provided by other companies listed on the Stock Exchange, whose

principal business does not include money-lending, to their respective connected

persons(s).
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In respect of the Guarantee Fee, the Board also noted that the Guarantee

Fee is comparable with (if not higher than) the guarantee fees of six other

comparable transactions in the market considered by the Board which relate to

the provision of guarantee by companies listed on the Stock Exchange to their

respective connected person(s) with an amount not less than HK$100 million and

not in proportion to their equity interest in the subject connected person(s),

which ranged from approximately 0% to 2%.

(2) The New Annual Caps

The Existing Annual Caps for each of the three years ending 31 December 2021 was

HK$1,300 million respectively.

As the Board expects that the Existing Annual Cap of HK$1,300 million will no

longer be sufficient for the year ending 31 December 2021, the Board proposes that the New

Annual Cap for each of the years ending 31 December 2021, 2022 and 2023 will be

HK$1,500 million, respectively.

Historical figures, the Existing Annual Cap and the New Annual Caps

The following tables set out the amount of historical transactions for the

Shareholders’ Loan and guarantee, the Existing Annual Caps for the years ended 31

December 2018, 31 December 2019 and 31 December 2020, the Existing Annual Cap

for the year ending 31 December 2021 and the New Annual Caps:

HK$’000
For the year ended/ending

31 December
2018

31 December
2019

31 December
2020

31 December
2021

Existing Annual Caps 1,300,000 1,300,000 1,300,000 1,300,000

Maximum daily closing balance of
loans (including Guarantee Fee
and interests accrued thereon) 1,149,000 1,114,000 1,263,000 –

HK$’000
For the year ending

31 December
2021

31 December
2022

31 December
2023

New Annual Caps 1,500,000 1,500,000 1,500,000
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Basis for the New Annual Caps

The New Annual Caps represent the maximum principal loans outstanding

(including the principal loans guaranteed by the Group) together with interest and the

Guarantee Fee amount. The New Annual Caps were determined with reference to

factors including: (i) the ongoing business development and operational expenses as

well as other financial needs of ARI, such as ARI’s end-of-life aviation solution

business, involving the supply of aircraft and mid-to-end-of-life aircraft trading;

aircraft maintenance, repair & overhaul (‘‘MRO’’) and aircraft parts and component

supply services business by FLARI JV (as defined in below paragraph (3)(ii)(b) of this

section II); Universal Asset Management (‘‘UAM’’), ARI’s wholly-owned subsidiary’s

aircraft disassembly, full recycling solutions, component sales, warehousing and third-

party logistics business; and ARG’s leasing of mid-age and older aircraft, aircraft

component disassembly and used parts trading business; and (ii) potential further

investments and/or expansion of the existing business of ARI through organic growth

and/or acquisitions, including the further investments by FLARI JV, UAM and ARG in

relation to the acquisition of aged aircraft, purchase of aircraft parts and components

for sales and trading, the obtaining of base maintenance licenses in the PRC and

Europe, and expansion in work force and operations, which require additional working

capital to support their cashflow needs. In respect of the increase from the Existing

Annual Caps to the New Annual Caps, it is expected that approximately HK$180

million will be contributed by ARI to ARG and approximately HK$40 million will be

contributed by ARI to FLARI JV’s business development, operations and expansion.

The New Annual Caps also reflect the assumptions that (a) part of the financial

needs of ARI for the three years ending 31 December 2023 will be financed by bank

borrowings; and (b) the Company (at its sole discretion) will provide the full amount

of the Shareholders’ Loan and/or guarantee required by ARI if other ARI Shareholders

and their respective group companies do not provide any amount out of their

respective pro rata portion of such Shareholders’ Loan and/or guarantee. In the event

any ARI Shareholder and their respective group companies, other than the Company,

provide the Shareholders’ Loan and/or guarantee required by ARI, the New Annual

Caps may not be fully utilized.
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(3) Reasons for and Benefits of the Third Supplemental Shareholders’ Loan and

Guarantee Agreement and the New Annual Caps

(i) Business model of the Group

The Group has continued its development as a full life cycle aircraft solutions

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

tailored to new, mid-aged and retiring aircraft (the ‘‘Full Life Cycle Aircraft

Solutions’’) for aviation partners worldwide. The Group’s Full Life Cycle Aircraft

Solutions gives the Group competitive advantages over its competitors as it is able to

provide its customers, including the airlines, with a solution at ‘‘both ends’’, namely,

the Group takes up the airlines’ existing operating aircraft, often being mid-aged and/

or matured aircraft, thereby releasing the airlines’ demand for capacity, which then

allows the Group to provide these airlines with leases of younger aircraft satisfying

such demand.

Such business model has been effective as the Group has been able to leverage

off the respective resources and synergies among its member companies and affiliated

companies, including ARI, enabling the Group to offer services, through itself and/or

together with such companies, covering every stage of an aircraft life cycle, including

(a) aircraft ordering and procurement; (b) aircraft leasing, sale and leaseback, and

portfolio trading; and (c) aircraft disassembly and component sales, and MRO.

In view of the above, ARI’s operations and service offerings, which include

solutions for second aircraft lease as well as mid-to-end-of-life aircraft, form an

integral part of the Group’s overall business strategy as a Full Life Cycle Aircraft

Solutions provider.

(ii) Continuous development of ARI

(a) ARI operates a global life cycle solutions platform to support the Group’s

value chain ecosystem with its dual aircraft recycling bases in Harbin, the

PRC and in the United States, which is managed by its wholly-owned

subsidiary, UAM, specialising in aircraft disassembly, full recycling

solutions, component sales, warehousing and third-party logistics

headquartered in the United States;

(b) ARI together with FL Technics and the Group established an aircraft

maintenance and engineering joint venture (the ‘‘FLARI JV’’) in Harbin,

the PRC in 2018, which provides MRO services for aircraft with a focus

on, among others, aircraft base maintenance, scheduled checks and

overhaul, aircraft disassembly, engineering services, technical training and

consultation. The FLARI JV is owned as to 49%, 40% and 11% by ARI, FL

Technics and the Group, respectively;
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(c) ARI together with other investors established ARG in December 2019,

being an aviation investment fund under ARI which focuses on the leasing

of mid-age and older aircraft primarily in the PRC domestic market, as well

as aircraft component disassembly and used parts trading. ARG is a non-

wholly-owned subsidiary of ARI; and

(d) As ARI’s business continued to develop, its needs for financial resources

also increased. ARI has continued to explore external financing options and

develop its own financing capacities. Nonetheless, the Shareholders’ Loan

and Guarantee Agreement shall provide an additional financing option to

ARI for its continuous development.

(iii) Ongoing mutually beneficial relationship between the Group and ARI

(a) ARI group has provided various aircraft inspection, consultancy, aircraft

technical related services to the Group from time to time;

(b) Since the establishment of ARI, such platform has generated stable interest

income for the Group; and

(c) The Group has sold four aircraft to ARG with a potential for further aircraft

transactions going forward.

(iv) Long-term strategy of ARI

As the business of ARI continues to develop and take shape, ARI shall seek

strategic investors to further support its growth and explore, among others, the

possibility of listing on a stock exchange in the future, thereby enabling ARI to attain

financial independence. The Company has also entered into a co-investment

memorandum of understanding with a reputable State-owned enterprise in the PRC to

develop the aviation aftermarket business.

The terms of the Third Supplemental Shareholders’ Loan and Guarantee Agreement

have been agreed upon arm’s length negotiations between the parties. The Directors are of

the view that (i) the transactions contemplated under the Third Supplemental Shareholders’

Loan and Guarantee Agreement are on normal commercial terms and in the ordinary and

usual course of business of the Group, and in the interests of the Company and the

Shareholders as a whole; and (ii) the terms of the Third Supplemental Shareholders’ Loan

and Guarantee Agreement, and the New Annual Caps, are fair and reasonable.
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(4) Listing Rules implications

The transactions contemplated under the Third Supplemental Shareholders’ Loan and

Guarantee Agreement constitute the provision of financial assistance by the Company under

Rule 14.04(1)(e) of the Listing Rules. As one or more of the applicable percentage ratios in

respect of the New Annual Caps exceed 25% but all are below 75%, the transactions

contemplated thereunder constitute a major transaction for the Company and are subject to

the reporting, announcement and shareholders’ approval requirements under Chapter 14 of

the Listing Rules.

Furthermore, as at the Latest Practicable Date, as ARI is a commonly held entity of the

Company, the transactions contemplated under the Third Supplemental Shareholders’ Loan

and Guarantee Agreement also constitute continuing connected transactions for the Company

under Rule 14A.26 of the Listing Rules. As the highest of the applicable percentage ratios

in respect of the New Annual Caps is higher than 25% on an annual basis, the transactions

contemplated under the Third Supplemental Shareholders’ Loan and Guarantee Agreement

and the New Annual Caps are subject to the reporting, announcement, annual review and

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

Three directors of ARI, namely, Dr. Zhao Wei (who is also the chairman and the chief

executive officer of CE Limited as well as an executive Director and the Chairman of the

Company), Mr. Tang Chi Chun (who is also an executive director of CE Limited and the

non-executive Director) and Mr. Poon Ho Man (who is also the sole director of China Aero

as well as an executive Director and the Chief Executive Officer of the Company) have

abstained from voting on the relevant resolutions of the Board.

(5) Financial effects of the Third Supplemental Shareholders’ Loan and Guarantee

Agreement and the implementation of the New Annual Caps

As stated in the Shareholders’ Loan and Guarantee Agreement, each ARI Shareholder

including the Company shall have a right (but not the obligation) to provide the

Shareholders’ Loan and/or guarantee required by ARI. The New Annual Caps and the

transactions contemplated under the Shareholders’ Loan and Guarantee Agreement are not

expected to have a substantial impact on the Group’s financial position or its business

operations. Such transactions are not expected to result in a material impact on the earnings,

assets and liabilities of the Group.

(6) General information of the Group, ARI and ARI Shareholders

The Group

The Company is principally engaged in the global aircraft leasing business with a

fleet of 103 owned aircraft and 25 managed aircraft respectively as at the Latest

Practicable Date.
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ARI

ARI was incorporated in the Cayman Islands with limited liability on 22 August

2014 and is held by the Company (through ARI Holdings), Sky Cheer, China Aero and

Neo Modern as to 48%, 20%, 18% and 14%, respectively, as at the Latest Practicable

Date. ARI is principally engaged in the ARI Business.

ARI Shareholders

ARI Holdings is an investment holding company incorporated in the British

Virgins Islands with limited liability on 24 February 2016 and a wholly-owned

subsidiary of the Company.

Sky Cheer is an investment holding company incorporated in Hong Kong with

limited liability on 4 July 2008 and is owned by Li Yuze William and Li Weiwei

Tony. To the best of the Directors’ knowledge, information and belief and having

made all reasonable enquiries, each of Sky Cheer and its ultimate shareholders are

third parties independent of the Company and its connected persons.

China Aero is an investment holding company incorporated in the Cayman

Islands with limited liability on 30 January 2012 and a wholly-owned subsidiary of

FPAM which is in turn beneficially owned as to 50% by Mr. Poon Ho Man (an

executive Director and the Chief Executive Officer of the Company) and 50% by Ms.

Christina Ng. As at the Latest Practicable Date, FPAM is interested in 201,023,453

Shares, representing approximately 27.9% of the issued share capital of the Company,

and hence a substantial shareholder of the Company. Accordingly, China Aero is a

connected person of the Company.

Neo Modern is an investment holding company incorporated in the British Virgin

Islands with limited liability on 22 January 2016 and a wholly-owned subsidiary of CE

Limited. CE Limited is a company incorporated under the laws of Hong Kong with

limited liability, whose shares are listed on the Stock Exchange (stock code: 0165) and

is a member of CE Group. As at the Latest Practicable Date, CE Limited is interested

in 267,225,817 Shares, representing approximately 37.1% of the issued share capital of

the Company, and hence a substantial shareholder of the Company. Accordingly, Neo

Modern is a connected person of the Company.
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(7) Internal control measures for the continuing connected transactions contemplated

under the Third Supplemental Shareholders’ Loan and Guarantee Agreement

The Group has adopted and will continue to adopt the following review process and

assessment criteria when providing Shareholders’ Loan and guarantee pursuant to the Third

Supplemental Shareholders’ Loan and Guarantee Agreement:

(1) designated staff from the finance and accounting department of the Company is

responsible for overseeing the connected transactions of the Company. The

finance and accounting department of the Company will monitor and collect

detailed information in relation to each advance under the Shareholders’ Loan

and each guarantee provided to ensure that each transaction is conducted in

accordance with the Third Supplemental Shareholders’ Loan and Guarantee

Agreement;

(2) designated staff from the finance and accounting department of the Company will

closely monitor the amount of the Shareholders’ Loan and guarantee required by

ARI to be provided by the Group on a monthly basis to ensure that it does not

exceed the proposed annual monetary caps;

(3) the independent non-executive Directors will review at least every six months the

status of the Shareholders’ Loan and/or guarantee provided by the Group to

ensure that the Group has complied with the internal approval process, the terms

of the Third Supplemental Shareholders’ Loan and Guarantee Agreement and the

relevant Listing Rules; and

(4) an independent auditor appointed by the Company every year will review and

report the status of the Shareholders’ Loan and guarantee in accordance with the

internal control measures and the relevant Listing Rules.

III. RE-ELECTION OF THE RETIRING DIRECTOR

In accordance with Article 16.2 of the Articles of Association, Dr. Tse Hiu Tung, Sheldon,

being a new Director appointed by the Board on 18 September 2020, shall retire from office and,

being eligible, will offer himself for re-election at the EGM.

Details of the retiring Director, Dr. Tse Hiu Tung, Sheldon, to be re-elected are set out in

Appendix II to this circular under the relevant requirements of the Listing Rules.

The Board, upon the recommendation of the Nomination Committee of the Company, has

proposed the re-election of the retiring Director, Dr. Tse Hiu Tung, Sheldon. Such proposal will

be put forward at the EGM for Shareholders’ consideration and approval by way of an ordinary

resolution.
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The Board believes that the re-election of Dr. Tse Hiu Tung, Sheldon is in the best interest

of the Company and the Shareholders as a whole.

IV. RECOMMENDATION

Based on its views set out above, the Board recommends that (a) the Independent

Shareholders vote in favour of the resolution concerning (i) the Third Supplemental Shareholders’

Loan and Guarantee Agreement and (ii) the New Annual Caps, and (b) the Shareholders vote in

favour of the resolution concerning the proposed re-election of the retiring Director, Dr. Tse Hiu

Tung, Sheldon.

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

Shareholders, the text of which is set out on pages 22 and 23 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 24 to 54 of

this circular.

Having taken into consideration (i) ARI’s ongoing mutually beneficial relationship between

the Group and ARI under which ARI and its affiliates have provided various aircraft inspection,

consultancy, aircraft technical related services to the Group from to time, (ii) ARI’s operations

and service offerings, which include solutions for second aircraft lease as well as mid-to-end-of-

life aircraft, form an integral part of the Group’s business model as a Full Life Cycle Aircraft

Solutions provider, and that the purpose of the Shareholders’ Loan and Guarantee Agreement is to

facilitate the continuous development of ARI and its attainment of financial independence in the

future and (iii) although ARI is not a subsidiary but a commonly held entity of the Group, the

nature and mechanics of the Shareholders’ Loan (under which each of the ARI Shareholder has a

right (but not the obligation) to advance the Shareholders’ Loan to ARI pro rata to its

shareholding in ARI) is commonly seen in the market, the Independent Board Committee, having

taken into account the advice of Red Sun, considers that: (i) the transactions contemplated under

the Third Supplemental Shareholders’ Loan and Guarantee Agreement are normal commercial

terms and in the ordinary and usual course of business of the Group, and in the interests of the

Company and the Shareholders as a whole; (ii) the terms of the Third Supplemental Shareholders’

Loan and Guarantee Agreement, and the New Annual Caps, are fair and reasonable.

Accordingly, the Independent Board Committee recommends that the Independent

Shareholders should vote in favour of the resolution concerning the Third Supplemental

Shareholders’ Loan and Guarantee Agreement and the New Annual Caps to be proposed at the

EGM.

V. THE EGM AND SHAREHOLDERS’ APPROVAL

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

Hong Kong on Wednesday, 10 March 2021 at 10:00 a.m. A notice to convene the EGM is set out

on pages 69 to 71 of this circular.
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At the EGM, ordinary resolutions will be proposed to approve (i) the Third Supplemental

Shareholders’ Loan and Guarantee Agreement, (ii) the New Annual Caps, and (iii) the re-election

of the retiring Director, Dr. Tse Hiu Tung, Sheldon.

FPAM (which holds approximately 27.9% of the issued share capital of the Company as at

the Latest Practicable Date) and CE Limited (which holds approximately 37.1% of the issued

share capital of the Company as at the Latest Practicable Date) and their respective associates will

be required to abstain from voting at the EGM with respect to the ordinary resolution in

connection with the Third Supplemental Shareholders’ Loan and Guarantee Agreement and the

New Annual Caps. As at the Latest Practicable Date, CE Limited and its associate (namely Mr.

Tang Chi Chun who is also an executive director of CE Limited and holds 200,000 Shares)

together hold 267,425,817 Shares, and FPAM and its associates (namely Mr. Poon Ho Man who

is also the sole director of China Aero and holds 8,797,526 Shares, and Ms. Christina Ng who

holds 7,500,000 Shares) together hold 217,320,979 Shares.

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

EGM, the register of the Shareholders will be closed from Friday, 5 March 2021 to Wednesday,

10 March 2021 (both days inclusive), during which no transfer of Shares will be registered.

Shareholders whose names appear on the register of the Shareholders on Wednesday, 10 March

2021 will be entitled to attend and vote at the EGM.

VI. FURTHER INFORMATION

Your attention is also drawn to the additional information set out on pages 55 to 68 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 Shareholders:

CHINA AIRCRAFT LEASING GROUP HOLDINGS LIMITED

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

(Stock code: 1848)

23 February 2021

To the Shareholders

Dear Sir or Madam,

MAJOR AND CONTINUING CONNECTED TRANSACTIONS:
THE THIRD SUPPLEMENTAL SHAREHOLDERS’ LOAN AND
GUARANTEE AGREEMENT AND THE NEW ANNUAL CAPS

We refer to the circular of the Company (the ‘‘Circular’’) dated 23 February 2021 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

Shareholders in respect of the Third Supplemental Shareholders’ Loan and Guarantee Agreement

and the New Annual Caps, details of which are set out in the section headed ‘‘Letter from the

Board’’ in the Circular. Red Sun has been appointed to advise the Shareholders and the

Independent Board Committee in this regard.

Details of the advice of Red Sun 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.
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Having taken into account the terms of the Third Supplemental Shareholders’ Loan and

Guarantee Agreement the transactions contemplated thereunder, the advice of Red Sun, as well as

(i) ARI’s ongoing mutually beneficial relationship between the Group and ARI under which ARI

and its affiliates have provided various aircraft inspection, consultancy, aircraft technical related

services to the Group from to time, (ii) ARI’s operations and service offerings, which include

solutions for second aircraft lease as well as mid-to-end-of-life aircraft, form an integral part of

the Group’s business model as a Full Life Cycle Aircraft Solutions provider and that the purpose

of the Shareholders’ Loan and Guarantee Agreement is to facilitate the continuous development of

ARI and its attainment of financial independence in the future, and (iii) although ARI is not a

subsidiary but a commonly held entity of the Group, the nature and mechanics of the

Shareholders’ Loan (under which each of the ARI Shareholder has a right (but not the obligation)

to advance the Shareholders’ Loan to ARI pro rata to its shareholding in ARI) is commonly seen

in the market, we are of the opinion that (i) the continuing connected transactions contemplated

under the Third Supplemental Shareholders’ Loan and Guarantee Agreement are on normal

commercial terms and in the ordinary and usual course of business of the Group, and in the

interests of the Company and the Shareholders as a whole; and (ii) the terms of the Third

Supplemental Shareholders’ Loan and Guarantee Agreement, and the New Annual Caps, are fair

and reasonable.

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

EGM to approve the Third Supplemental Shareholders’ Loan and Guarantee Agreement and the

New Annual Caps.

Yours faithfully,

For and on behalf of

INDEPENDENT BOARD COMMITTEE

Fan Yan Hok, Philip, Nien Van Jin, Robert,

Cheok Albert Saychuan and Tse Hiu Tung, Sheldon

Independent non-executive Directors
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The following is the text of the letter of advice from Red Sun Capital Limited to the

Independent Board Committee and the Independent Shareholders in relation to the Third

Supplemental Shareholders’ Loan and Guarantee Agreement and the New Annual Caps prepared

for the purpose of incorporation 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

23 February 2021

To: The Independent Board Committee and the Independent Shareholders of

China Aircraft Leasing Group Holdings Limited

Dear Sir/Madam,

MAJOR AND CONTINUING CONNECTED TRANSACTIONS
THE THIRD SUPPLEMENTAL SHAREHOLDERS’ LOAN AND
GUARANTEE AGREEMENT AND THE NEW ANNUAL CAPS

INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to advise the Independent

Board Committee and the Independent Shareholders with regard to the Third Supplemental

Shareholders’ Loan and Guarantee Agreement and the New Annual Caps. Details of the Third

Supplemental Shareholders’ Loan and Guarantee Agreement and the New Annual Caps are set out

in the letter from the Board (the ‘‘Letter from the Board’’) in the circular to the Shareholders

dated 23 February 2021 (the ‘‘Circular’’). Unless otherwise specified, terms defined in the

Circular have the same meanings in this letter.

Reference is made to the 2018 ARI Circular in relation to, among others, the discloseable

and continuing connected transactions contemplated under the Second Supplemental Shareholders’

Loan and Guarantee Agreement.
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In view of the continued development of the ARI Business, ARI and the ARI Shareholders

entered into the Third Supplemental Shareholders’ Loan and Guarantee Agreement on 26 January

2021 to extend the term of the Shareholders’ Loan and Guarantee Agreement to 31 December

2023. As the Board expects that the Existing Annual Caps of HK$1,300 million will no longer be

sufficient for the year ending 31 December 2021, the Board proposes that the New Annual Caps

for each of the years ending 31 December 2021, 2022 and 2023 to be HK$1,500 million,

respectively.

As disclosed in the Letter from the Board, as the transactions contemplated under the Third

Shareholders’ Loan and Guarantee Agreement constitute the provision of financial assistance by

the Company under Rule 14.04(1)(e) of the Listing Rules. As one or more of the applicable

percentage ratios in respect of the New Annual Caps exceed 25% but all are below 75%, the

transactions contemplated thereunder constitute a major transaction for the Company and is

subject to the reporting, announcement and shareholders’ approval requirements under Chapter 14

of the Listing Rules.

Furthermore, as at the Latest Practicable Date, as ARI is a commonly held entity of the

Company, the transactions contemplated under the Third Supplemental Shareholders’ Loan and

Guarantee Agreement also constitute continuing connected transactions for the Company under

Rule 14A.26 of the Listing Rules.

As the highest of the applicable percentage ratios in respect of the New Annual Caps is

higher than 25% on an annual basis, the transactions contemplated thereunder and the New

Annual Caps are subject to the reporting, announcement, annual review and Independent

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

THE INDEPENDENT BOARD COMMITTEE

The Independent Board Committee comprising all the independent non-executive Directors,

namely Mr. FAN Yan Hok, Philip, Mr. NIEN Van Jin, Robert, Mr. CHEOK Albert Saychuan and

Dr. TSE Hiu Tung, Sheldon, has been formed to advise the Independent Shareholders on the

Third Supplemental Shareholders’ Loan and Guarantee Agreement and the New Annual Caps. We

have been appointed as the independent financial adviser to advise the Independent Board

Committee and the Independent Shareholders in this respect.

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 whether the terms of the Third Supplemental

Shareholders’ Loan and Guarantee Agreement and the New Annual Caps are fair and reasonable

so far as the Independent Shareholders are concerned, are in the interests of the Company and the

Shareholders as a whole, and how the Independent Shareholders should vote in respect of the

relevant resolution to approve the Third Supplemental Shareholders’ Loan and Guarantee

Agreement and the New Annual Caps at the EGM.
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OUR INDEPENDENCE

As at the Latest Practicable Date, we were independent from and not connected with the

Company, ARI Holdings, ARI and ARI Shareholders, and accordingly, are qualified to give

independent advice to the Independent Board Committee and the Shareholders regarding the Third

Supplemental Shareholders’ Loan and Guarantee Agreement and the New Annual Caps.

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) the connected transaction in

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

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

and (ii) the connected transaction in relation to disposal of seven lease-attached aircraft, details of

which are set out in the announcement dated 2 July 2020. 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 pursuant to Rule 13.84 of the Listing Rules.

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 and the ARI Shareholders and their

respective shareholders and management contained in the Circular and the information and

representations provided to us by the Group, its senior management (the ‘‘Management’’) and/or

the Directors. 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, 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, accurate, 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 Group and the ARI Shareholders

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, the Management and/or the Directors that no material facts have been omitted

from the information provided and referred to in the Circular.
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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, 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 of

the information provided, nor have we conducted any independent investigation into the business

and affairs of the Company, ARI Holdings, ARI, the ARI Shareholders and their respective

shareholder(s) and subsidiaries or affiliates, and their respective histories, experience and track

records, or the prospects of the markets in which they respectively operate.

This letter is issued for the information of the Independent Board Committee and the

Independent Shareholders solely in connection with their consideration of the Third Supplemental

Shareholders’ Loan and Guarantee Agreement and the New Annual Caps, 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.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In formulating our opinion on the Third Supplemental Shareholders’ Loan and Guarantee

Agreement and the New Annual Caps, we have taken into consideration the following factors and

reasons, including the background information of the relevant parties, an overview of the aviation

industry in the PRC, our work performed on the Third Supplemental Shareholders’ Loan and

Guarantee Agreement as well as the basis of the New Annual Caps.

1. Background information of the Group

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. The Group has a single reporting segment from business perspectives, being

the provision of aircraft leasing services to global airline companies.
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Set out below is the summary of the Group’s audited consolidated statement of income and

consolidated balance sheet for the years ended 31 December 2018 and 2019 as extracted from the

annual report of the Group for the year ended 31 December 2019 (the ‘‘2019 Annual Report’’),

and for the six months ended 30 June 2019 and 2020 as extracted from the interim report of the

Group for the six months ended 30 June 2020 (the ‘‘2020 Interim Report’’):

Summary of consolidated statement of income

For the six months ended

30 June

For the year ended

31 December

2020 2019 2019 2018

HK$

million

HK$

million

HK$

million

HK$

million

(unaudited) (unaudited) (audited) (audited)

Revenue

– Finance lease income 273.6 352.2 664.3 792.5

– Operating lease income 991.6 877.2 1,796.2 1,541.6

Total 1,265.2 1,229.4 2,460.5 2,334.1

Profit for the year/period

attributable to

Shareholders of the

Company 331.6 312.4 896.0 808.9

The six months ended 30 June 2019 and 2020

As disclosed in the 2020 Interim Report, the Group recorded revenue of approximately

HK$1,265.2 million for the six months ended 30 June 2020, representing an increase of

approximately HK$35.8 million or 2.9% as compared with the revenue for the six months

ended 30 June 2019.

The decrease in finance lease income from approximately HK$352.2 million for the six

months ended 30 June 2019 to approximately HK$273.6 million for the six months ended

30 June 2020 was mainly due to the decrease in fleet size under finance leases from 61

aircraft as at 30 June 2019 to 51 aircraft as at 30 June 2020 as a result of the reclassification

from finance lease to operating lease.

The growth in operating lease income from approximately HK$877.2 million for the

six months ended 30 June 2019 to approximately HK$991.6 million for the six months

ended 30 June 2020 was mainly attributable to the increase in fleet size under operating

leases from 53 aircraft as at 30 June 2019 to 62 aircraft as at 30 June 2020.
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The years ended 31 December 2018 and 2019

As disclosed in the 2019 Annual Report, the Group recorded revenue of approximately

HK$2,460.5 million for the year ended 31 December 2019, representing an increase of

approximately HK$126.4 million or 5.4% as compared with the revenue for the year ended

31 December 2018.

The decrease in finance lease income from approximately HK$792.5 million for the

year ended 31 December 2018 to approximately HK$664.3 million for the year ended 31

December 2019 was mainly due to the decrease in fleet size under finance leases from 62

aircraft as at 31 December 2018 to 53 aircraft as at 31 December 2019.

The growth in operating lease income from approximately HK$1,541.6 million for the

year ended 31 December 2018 to approximately HK$1,796.2 million for the year ended 31

December 2019 was mainly 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.

Summary of the consolidated balance sheet

As at

30 June As at 31 December

2020 2019 2018

HK$ million HK$ million HK$ million

(unaudited) (audited) (audited)

Total assets 45,388.7 43,651.3 41,427.1

– Property, plant and equipment and

right of use assets 21,503.4 19,611.5 18,886.3

– Prepayments and other assets 10,546.8 9,765.0 6,771.9

– Finance lease receivables – net 7,359.1 7,790.5 10,020.8

– Cash and cash equivalents 3,364.2 4,352.3 3,990.1

Total liabilities 41,504.8 39,681.6 37,647.3

– Borrowings 26,944.4 26,881.2 24,603.2

– Bonds and debentures 8,623.6 7,245.4 8,580.4

– Other liabilities and accruals 2,804.9 2,765.9 2,735.4

Total equity attributable to

Shareholders of the Company 3,852.2 3,969.7 3,779.9
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As at 31 December 2019 and 30 June 2020

The Group’s total assets increased by approximately HK$1,737.4 million or

approximately 4.0% from approximately HK$43,651.3 million as at 31 December 2019 to

approximately HK$45,388.7 million as at 30 June 2020. As at 30 June 2020, the Group’s

total assets mainly comprised of property, plant and equipment and right of use assets of

approximately HK$21,503.4 million, net finance lease receivables of approximately

HK$7,359.1 million and prepayments and other assets of approximately HK$10,546.8

million.

The finance lease receivables decreased from approximately HK$7,790.5 million as at

31 December 2019 to approximately HK$7,359.1 million as at 30 June 2020 because the

Group reclassified two aircraft from finance lease to operating lease during the six months

ended 30 June 2020.

The Group’s total liabilities increased by approximately HK$1,823.2 million or

approximately 4.6% from approximately HK$39,681.6 million as at 31 December 2019 to

approximately HK$41,504.8 million as at 30 June 2020. As at 30 June 2020, the Group’s

total liabilities mainly comprised bank borrowings of approximately HK$21,701.6 million,

long-term borrowings of approximately HK$5,242.8 million and bonds and debentures of

approximately HK$8,623.6 million. Both bank borrowings and long term borrowings as at

30 June 2020 were at a similar level compared to that of 31 December 2019.

As at 31 December 2018 and 2019

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.

The finance lease receivables decreased 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.
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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 bank borrowings of approximately HK$21,573.6

million, long-term borrowings of approximately 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 as at 31

December 2019 was mainly attributable to the drawdowns of the pre-delivery payment loans

(the ‘‘PDP Loans’’) and bank loans for aircraft delivery during the year ended 31 December

2019.

2. Background information of ARI

The Management advised that as at the Latest Practicable Date, ARI is owned as to 48%,

18%, 20% and 14% by ARI Holdings, China Aero, Sky Cheer and Neo Modern, respectively.

Further details of each of the abovementioned parties are set out in the Letter from the Board. The

following chart sets out the shareholding structure of ARI as at the Latest Practicable Date:

ARI Holdings China Aero Sky Cheer Neo Modern

ARI

48% 18% 20% 14%

The Company

100%

ARI was incorporated in the Cayman Islands and is owned as to 48% by the Company

(through ARI Holdings) as at the Latest Practicable Date. Pursuant to an option granted by ARI to

ARI Holdings on 6 April 2016, ARI Holdings has the right at any time during the period of six

years from the date of grant of the option to require ARI to allot and issue to ARI Holdings (and/

or its nominee(s)) 612,245 shares of ARI, representing approximately 5.77% of the enlarged

issued share capital of ARI. Based on the number of ARI shares to be allotted and issued

pursuant to the exercise of the aforesaid option, together with the shares then held by ARI

Holdings, assuming there are no other changes to the shareholding structure of ARI, ARI

Holdings shall be interested in 51% of the enlarged issued share capital of ARI.
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We noted from the Circular the ARI Business broadly includes:

(i) purchasing, including direct purchase of aircraft, or purchase through portfolio trade

with lease attached and purchase and leaseback arrangement;

(ii) selling, including direct sale, sale after re-certified and conditional sales lease;

(iii) leasing, including leasing of aircraft, engine and components;

(iv) disassembling, including disassembly and parting-out of aircraft and parts and

components from the airframe;

(v) replacing, including replacing old components with new ones through the provision,

exchange and sharing of serviceable components;

(vi) conversion, including conversion of passenger aircraft into a freighter and modification

of aircraft components for other uses;

(vii) maintenance repair and overhaul (MRO), including base maintenance, line

maintenance, engine, auxiliary power unit and landing gear repair and management

solutions and parts remanufacturing; and

(viii) establishment of ARG, an aviation investment fund under ARI, and acting as a servicer

to ARG.

3. Background information on the PRC aviation industry

Based on the 2019 Statistical Bulletin of Civil Aviation Industry Development（2019 年民航

行業發展統計公報）published by the Civil Aviation Administration of China (‘‘CAAC’’) in June

2020, the PRC’s main aviation regulator, the aviation industry in the PRC recorded (i) an increase

in passenger traffic by approximately 7.9% to approximately 659.9 million; (ii) an increase in

total cargo and mail handled by approximately 2.0% to approximately 7.5 million tons; and (iii)

an increase in industry revenue by approximately 5.0% to approximately RMB1.1 trillion, for the

year ended 31 December 2019.

Further, we also noted that from the Statistics of Key Performance Indicators for China’s

Civil Aviation Industry in December 2019（中國民航2019年12月份主要運輸生產指標統計）

published by CAAC in February 2020, (i) the aviation industry in the PRC recorded a total

passenger volume of approximately 659.9 million, of which approximately 585.7 million

passengers were attributable to domestic routes, representing an increase of approximately 7.9%

from the corresponding prior year; and (ii) approximately 74.3 million passengers were

attributable to international routes, representing an increase of approximately 16.6% from the

corresponding period in the prior year.
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The ongoing development of the PRC’s aviation industry is also affected by the regulatory

policies of the PRC government. The Thirteenth Five-Year Plan for National Economic and Social

Development of the PRC (2016-2020) included a focus on developing the aviation industry, in

tandem with the ‘‘One Belt One Road’’ policy and envisages developing and improving a total of

over 260 airports by 2020 which, within a 100-kilometre radius of each, will collectively serve

around 91% of the national population. This includes over 20 large-scale airports located at main

air transport hubs, which will be supplemented by smaller regional airports that serve regions

which currently have low airport densities but high demand potentials. As the Chinese economy

continues to develop, the rising affluence of Chinese residents and increased business activities

are expected to continue to boost demand for domestic leisure and business-related travel.

The Coronavirus outbreak began around the beginning of 2020 and the World Health

Organisation declared it to be a pandemic in March 2020. The pandemic has adversely affected

the global aviation industry during 2020, albeit to various degrees. Given the PRC is one of the

countries to have managed and recovered from the Coronavirus outbreak, the PRC’s aviation

industry has gradually recovered. According to the Statistics of Key Performance Indicators for

China’s Civil Aviation Industry in November 2020（中國民航2020年11月份主要運輸生產指標統

計）published by CAAC in January 2021, for the eleven months ended 30 November 2020, the

PRC civil aviation has recorded (i) approximately 88.9% of the cargo and mail volume in tonnes

for the corresponding period in the prior year; and (ii) approximately 61.8% of passenger volume

for the corresponding period in the prior year in terms of passenger number.

Based on the above factors, the Management is of the view that the used aircraft

components and mid-life aircraft market in the PRC is sizeable and will continue to grow notably

in the long term as the PRC’s aviation industry continues its recovery from the pandemic and

further driven by the expected expansion of the Chinese aircraft fleet over time. Considering the

above factors and given the Group’s strong presence in the PRC aircraft leasing market and that

ARI’s end-of-life aviation solution business in the PRC strategically complements the Group’s

business model as a one-stop integrated aircraft full life-cycle service provider to its customers,

which comprised of a comprehensive range of services from leasing to end-of-life aviation

solutions, thereby extracting further value from the aircraft life cycle and enhancing the overall

competitiveness of the Group in the market. In this connection, the continuation of the

transactions pursuant to the Third Supplemental Shareholders’ Loan and Guarantee Agreement

and the New Annual Caps is in the interests of the Company.
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4. Reasons for and benefits of the Third Supplemental Shareholders’ Loan and Guarantee

Agreement and the New Annual Caps

Based on our discussion with the Management, we understand that the Company consider it

will be beneficial to continue the transactions contemplated under the Third Supplemental

Shareholders’ Loan and Guarantee Agreement for the following reasons:

(i) Business model of the Group

As set out in the 2019 Annual Report, the Group has continued its development as a

full life cycle aircraft solutions provider for the global aviation industry, offering one-stop

and value-added solutions tailored to new, mid-aged and retiring aircraft (the ‘‘Full Life

Cycle Aircraft Solutions’’) for aviation partners worldwide. We understand from the

Management that the Group’s Full Life Cycle Aircraft Solutions business strategy would

give the Group competitive advantages over its competitors as it is able to provide its

customers, including the airlines, with a solution at ‘‘both ends’’, namely, the Group takes

up the airlines’ existing operating aircraft, often being mid-aged and/or matured aircraft,

thereby releasing the airlines’ demand for capacity, which then allows the Group to provide

these airlines with leases of younger aircraft satisfying such demand. This has proven to be

a successful business model with the Group’s revenue and other income increased from

approximately HK$1,549.3 million for the year ended 31 December 2015 to approximately

HK$3,523.2 million for the year ended 31 December 2019, representing a compound annual

growth rate (‘‘CAGR’’) of approximately 22.8%. While the Group’s profit attributable to its

Shareholders increased from approximately HK$380.2 million for the year ended 31

December 2015 to approximately HK$896.0 million for the year ended 31 December 2019,

representing a CAGR of approximately 23.9%.

The Management is of the view that such business model has been effective as the

Group has been able to leverage off the respective resources and synergies among its

member companies and affiliated companies, including ARI, enabling the Group to offer

services, through itself and/or together with such companies, covering every stage of an

aircraft life cycle, including (a) aircraft ordering and procurement; (b) aircraft leasing, sale

and leaseback, and portfolio trading; and (c) aircraft disassembly and component sales, and

aircraft maintenance, repair and overhaul (‘‘MRO’’).

In view of the above, ARI’s operations and service offerings, which include solutions

for second aircraft lease as well as mid-to-end-of-life aircraft, form an integral part of the

Group’s overall business strategy as a Full Life Cycle Aircraft Solutions provider.
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(ii) Continuous development of ARI

ARI has continued to expand its downstream aviation value chain over the years

including, among others, the establishment of an aircraft maintenance and engineering joint

venture (the ‘‘FLARI JV’’) by ARI together with FL Technics (‘‘FL Technics’’) and the

Group, and the formation of ARG, being a new aviation asset management platform, details

of which are set out below:

(a) ARI operates a global life cycle solutions platform to support the Group’s value

chain ecosystem with its dual aircraft recycling bases in Harbin, the PRC and in

the U.S., which is managed by its wholly-owned subsidiary, Universal Asset

Management (‘‘UAM’’), specialising in aircraft disassembly, full recycling

solutions, component sales, warehousing and third-party logistics headquartered

in the U.S..

As set out in the website of UAM, UAM was founded in 1992, and was

subsequently acquired by ARI and became its wholly-owned subsidiary in 2017

as part of the its downstream aviation value-chain extension. In addition to its

U.S. headquarter, UAM also has disassembly facility and global distribution

centre in the U.S. as well as sales office in the United Kingdom and Singapore,

respectively. Given the industrial knowledge, expertise and the role of UAM in

ARI’s aircraft recycling business, the Management considered it to be one of the

key assets to its global disassembly and distribution network in its downstream

aviation value-chain. Together, ARI and UAM offer solutions to aging aircraft

internationally, further strengthening the Group’s position as a Full Life Cycle

Aircraft Solutions provider, thereby enhancing its overall competitiveness in the

market, which is considered to be in the interests to the Company as a whole;

(b) the FLARI JV was established in Harbin, the PRC in 2018, which provides MRO

services for aircraft with a focus on, among others, aircraft base maintenance,

scheduled checks and overhaul, aircraft disassembly, engineering services,

technical training and consultation. In addition, based on information provided

and as set out in the website of FL Technics, with a view to utilise the strengths

and expertise of the respective parties, the FLARI JV will provide MRO and

supply services to various aircraft components, including engine, auxiliary power

unit and landing gear, ARI will focus on aircraft parts and components supply,

mid-to-end-of-life aircraft trading, logistics and supply chain management, while

FL Technics will mainly be engaged in aircraft maintenance and repair as well as

technical support leveraging on its proven team, technical capabilities and

management system. Meanwhile, the Group will utilise its extensive client

networks to facilitate the continuous expansion of the FLARI JV. The

Management expects the FLARI JV to further enhance the Group’s capabilities

and service offerings as a Full Life Cycle Aircraft Solutions provider.
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According to the website of FL Technics, FL Technics has representative offices

in Lithuania, Indonesia, Russia and Thailand, hangars and shop facilities in the

PRC, Lithuania, Indonesia and the United Kingdom, and an extensive network of

line maintenance support stations across Europe, Africa, Asia Pacific and Russia.

In addition, FL Technics is a member of the Avia Solutions Group, being the

largest aerospace business group from Central & Eastern Europe with over 80

offices and production stations. It is a global provider of MRO services,

including, base maintenance, engine auxiliary power unit management solutions,

full aircraft engineering and design, line maintenance as well as technical asset

management, which shall support the operations of the FLARI JV with, among

others, its proven team, technical capabilities and management system, while the

Group shall utilise its extensive client networks to facilitate the FLARI JV’s

entry into its target markets in the PRC and nearby regions. The FLARI JV is

owned as to 49%, 40% and 11% by ARI, FL Technics and the Group,

respectively;

(c) in addition to the aforesaid continued development of the existing business of

ARI in providing asset management services and comprehensive solutions for

dealing with second lease and mid-life to mature aircraft and engines, ARI

together with other investors established ARG in December 2019, being an

aviation investment fund under ARI which focuses on the leasing of mid-aged

and older aircraft primarily in the PRC domestic market, as well as aircraft

component disassembly and used parts trading. Based on the announcements of

the Company dated 30 September 2020 and 18 December 2020, respectively,

ARG has acquired four aircraft from the Group, being two Airbus A321ceo

aircraft and two Airbus A320ceo aircraft. We noted from the aforesaid

announcements that such is part of an effort of the Group’s ongoing commitment

to push forward with its asset light model, while the subject acquisitions by ARG

also advances ARI’s asset management strengths in the aircraft aftermarket.

Furthermore, we noted from the Management that ARI shall continue to act as a

servicer to ARG, while making use of its established aircraft asset management

capabilities of mid-life to end-of-life aircraft to cater for investors’ interests in

extracting returns at various points of an aircraft lifecycle, it shall also provide

all rounded services to ARG, including, among others, financing, marketing,

technical support, rental collection, in return for a servicer fee. Based on the

unaudited financial information of ARG provided by the Management, the total

asset balance of ARG amounted to approximately US$128.6 million as at 31

December 2020, of which approximately US$18.1 million was funded by ARI.

The Management further advised that ARG estimated that, subject to its actual

business development, it will require further investment of approximately

US$121.0 million to be financed by a combination of bank borrowings, existing

and/or external investors, including further investment by ARI; and
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(d) as ARI’s business continued to develop, its needs for financial resources also

increased. We understand from the Management that ARI has continued to

explore external financing options and develop its own financing capacities, such

is evidenced by the fact that it has obtained a number of loan facilities from five

different financial institutions denominated in RMB and US$, with aggregate

drawdown amounted to approximately HK$1,674.1 million as at 31 December

2020. Nonetheless, the Shareholders’ Loan and Guarantee Agreement shall

provide an additional financing option to ARI for its continuous development.

(iii) Ongoing mutually beneficial relationship between the Group and ARI

During the two years ended 31 December 2019 and 2020, (a) ARI group has provided

various aircraft inspection, consultancy, aircraft technical related services to the Group from

time to time as set out in the 2019 Annual Report and the 2020 Interim Report; (b) since the

establishment of ARI, such platform has generated stable interest income for the Group; and

(c) the Group has sold four aircraft to ARG with potentials for further aircraft transactions

going forward.

(iv) Long-term strategy of ARI

The Management advised that as the business of ARI continues to develop and take

shape, ARI shall seek strategic investors to further support its growth and explore, among

others, the possibility of listing on a stock exchange in the future, thereby enabling ARI to

attain financial independence. The Company has also entered into a co-investment

memorandum of understanding with a reputable State-owned enterprise in the PRC to

develop the aviation aftermarket business.

Having considered the above, the Directors are of the view that (i) given ARI’s

operations and service offerings, which included solutions for second aircraft lease as well

as mid-to-end-of-life aircraft, ARI forms an integral part of the Group’s overall business

strategy as a Full Life Cycle Aircraft Solutions provider; (ii) the continuous development of

ARI further broadens the end-of-life aircraft service offerings which the Group can offer to

its customer; (iii) the Shareholders’ Loan and Guarantee Agreement shall provide an

additional financing option to ARI for its continuous development; (iv) the transactions

contemplated under the Shareholders’ Loan and Guarantee Agreement will be carried out in

the ordinary and usual course of business of the Company; (v) save for the New Annual

Caps, the terms of the Shareholders’ Loan and Guarantee Agreement, which has been

approved by the then independent shareholders of the Company at its extraordinary general

meeting on 28 November 2018, shall remain the same; and (vi) the New Annual Caps,

which represent a moderate increase due to the maximum daily closing balance of the loans

due from ARI has been close to the maximum limit under the Existing Annual Caps for

certain period during the year ended 31 December 2020, the transactions contemplated under

the Shareholders’ Loan and Guarantee Agreement and the New Annual Caps are fair and

reasonable, and in the interests of the Company and the Shareholders as a whole.
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5. Principal terms of the Third Supplemental Shareholders’ Loan and Guarantee

Agreement

Pursuant to the Third Supplemental Shareholders’ Loan and Guarantee Agreement, the

parties have agreed to maintain (a) the interest rate of the Shareholders’ Loan at 3% per annum

above the Hong Kong dollar prime lending rate quoted by Bank of China (Hong Kong) Limited

from time to time; and (b) the Guarantee Fee at 3% per annum of the principal amount of the

bank loan guaranteed by the Guarantor, subject to the Shareholders’ approval.

As disclosed in the Letter from the Board, the interest rate of the Shareholders’ Loan and

the rate of Guarantee Fee were determined after arm’s length negotiation between ARI and the

ARI Shareholders, having taken into account the prevailing market interest rate, the satisfactory

financial background of ARI, the market terms from external banks for unsecured borrowings

available to ARI and ARI’s capital requirements in the future.

The Management advised that the terms and conditions of the Shareholders’ Loan and

Guarantee Agreement (as disclosed below) shall remain unchanged.

The Shareholders’ Loan and Guarantee Agreement sets out terms and conditions, including

those related to the loan notes and guarantees which may be provided by the ARI Shareholders to

financial or other institutions for raising additional capital from time to time. A summary of the

principal terms of the Shareholders’ Loan and Guarantee Agreement based on the circulars of the

Company dated 10 June 2016, 6 November 2018 and the Letter from the Board are as follows:

– ARI may raise Shareholders’ Loan, where each ARI Shareholder shall have a right (but

not the obligation) of first offer to advance its pro rata portion of the Shareholders’

Loan to ARI;

– if one or more ARI Shareholders decline to advance its respective pro rata portion of

the proposed loan by ARI, then the participation entitlement attributable to such ARI

Shareholders (the ‘‘Excess Loan’’) shall be allocated to any of the remaining ARI

Shareholders who have indicated their desire to participate in the advancement of the

whole or part of the Excess Loan;

– the holder of the Shareholders’ Loan is entitled to an interest rate as specified in the

Shareholders’ Loan and Guarantee Agreement, being 3% per annum above the Hong

Kong dollar prime lending rate quoted by The Bank of China (Hong Kong) Limited

from time to time;
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– the principal amount of the Shareholders’ Loan, together with the accrued interest,

shall be repayable on demand or on the occurrence of certain insolvency event

including a court of competent jurisdiction makes an order or a resolution is passed for

the dissolution or administration of ARI;

– ARI may from time to time raise loans from banks, financial or other institutions (the

‘‘ARI Bank Loans’’) and if guarantee is required to be provided to the lender of such

loans, each ARI Shareholder shall have a right (but not the obligation), subject to the

acceptance and approval of the lender, to provide guarantee for such loans;

– if any ARI Shareholder or any members of its group companies, subject to certain

conditions, has provided guarantee for the loan of ARI as the Guarantor, ARI shall pay

the Guarantor the Guarantee Fee equal to a rate (being 3% per annum) as specified in

the Shareholders’ Loan and Guarantee Agreement; and

– to the extent that any ARI Shareholders declined to bear its pro rata loan or guarantee,

the attributable guarantee would then be offered to the remaining ARI Shareholders

accordingly, and the relevant Guarantor shall charge the Guarantee Fee on the amount

of ARI Bank Loan they may opt to guarantee.

In addition, ARI executed a share mortgage pursuant to which ARI charged the entire issued

share capital in ARI Holdings Limited (formerly known as China Aircraft Disassembly Centre

Limited), a company incorporated in BVI and a wholly-owned subsidiary of ARI, as a continuing

security for the payment and discharge in full of all moneys, debts and liabilities due, owing or

incurred by ARI under or in connection with the Shareholders’ Loan and Guarantee Agreement.

The Management has further advised that in the long run, the intention is for ARI to attain

financial independence, and that as at 31 December 2020, ARI has obtained loan facilities from

five different financial institutions, facilities amount of which ranged from US$7 million

(equivalent to approximately HK$54.3 million1) to approximately RMB369 million (equivalent to

approximately HK$435.4 million2). Notwithstanding the above, as ARI is still in its development

stage, ARI’s ongoing development may benefit from having access to additional financing sources

and options, which may be utilised from time to time. Having considered the above, the New

Annual Caps would be an additional financing option for ARI to facilitate its continued

development.

1 For illustration purposes only, US$ has been translated into HK$ at a rate of 7.75.
2 For illustration purposes only, RMB has been translated into HK$ at a rate of 1.18.
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As extracted from the Letter from the Board, the maximum daily closing balance of the

Shareholders’ Loan and guarantee, and the New Annual Caps in relation to the Shareholders’

Loan and Guarantee Agreement for the three years ending 31 December 2023, together with the

Existing Annual Caps, are illustrated in the table below:

Year ended 31 December

2018 2019 2020

HK$ million HK$ million HK$ million

Maximum daily closing balance of

loans (including guarantee fee and

interests accrued thereon)

1,149

(note 1)

1,114

(note 1)

1,263

(note 1)

Percentage of maximum daily

closing balance of loans (including

guarantee fee and interests

accrued thereon) over the Existing

Annual Caps

88.4% 85.7% 97.2%

Year ending 31 December

2021 2022 2023

HK$ million HK$ million HK$ million

New Annual Caps 1,500

(note 2)

1,500

(note 2)

1,500

(note 2)

Notes:

(1) Existing Annual Caps for the three years ended 31 December 2020 was HK$1,300 million (including the

principal loans guaranteed by the Group).

(2) The New Annual Caps represents the maximum principal loans outstanding (including the principal loans

guaranteed by the Group) together with annual interest and annual guarantee fee amount.
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6. Analysis on principal terms of the Shareholders’ Loan and Guarantee Agreement

We have reviewed the internal control policy of the Company for the transactions carried

out under the Shareholders’ Loan and Guarantee Agreement (the ‘‘Internal Control Policy’’) and

discussed the relevant measures and procedures with the Management. Based on the Internal

Control Policy and our discussion with the Management, the Company shall adopt, among others,

the following review process and assessment criteria when providing Shareholders’ Loan and

guarantee pursuant to the Shareholders’ Loan and Guarantee Agreement:

(a) designated staff from the finance and accounting department of the Company is

responsible for overseeing the connected transactions of the Company. The finance and

accounting department of the Company will monitor and collect detailed information

in relation to each advance under the Shareholders’ Loan and each guarantee provided

to ensure that each transaction is conducted in accordance with the Third Supplemental

Shareholders’ Loan and Guarantee Agreement;

(b) the designated staff from the finance and accounting department of the Company will

closely monitor the amount of the Shareholders’ Loan and guarantee required by ARI

to be provided and provided by the Company to ensure that it does not exceed the

proposed annual monetary caps;

(c) the independent non-executive Directors of the Company will review at least every six

months the status of the Shareholders’ Loan and/or guarantee provided by the

Company and confirm in the annual reports of the company whether the transactions

have been entered into (i) in the ordinary and usual course of business of the listed

issuer’s group; (ii) on normal commercial terms or better; and (iii) according to the

agreement governing them on terms that are fair and reasonable and in the interests of

the listed issuer’s shareholders as a whole; and

(d) the status of the Shareholders’ Loan and/or guarantee provided by the Company must

be reviewed and reported by an independent auditor appointed by the Company every

year in accordance with the internal control process above and the Listing Rules.
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In connection with the above, we have discussed with the designated staff from the finance

and accounting department of the Company on the relevant review and assessment procedures as

set out above and understood their relevant work conducted in that respect. In addition, we have

also conducted work on the internal control procedures carried out and factors considered prior to

deciding whether to proceed with each of the loan and/or guarantee request from ARI, including

(i) conduct a review of the overall cashflow position of the Group at the relevant time by the

finance and accounting department; (ii) consider the proposed use of the loan proceeds by ARI;

(iii) perform checks on the information on the relevant supporting documents, such as drawdown

notice for the Shareholder’s Loan to ARI; and (iv) obtain approval by the Director(s) and/or the

Management prior to the transfer of funds to ARI. In this connection, we have obtained and

reviewed documents, including, (i) the relevant written internal control procedures of the Group

setting out the procedures to be carried out for approving Shareholders’ Loan and guarantee to

ARI, including the type of documents required for the respective internal control procedures and

the authorised signatory required; (ii) samples of internal control walk-through documents,

including the Shareholders’ Loan request from ARI, form of drawdown notice and fund transfer

by way of cheque with two authorised signatures; and (iii) the Management has also provided a

sample of working capital schedule maintained by the Group for the purpose of its continuous

monitoring of the Group’s cash position at the relevant time. Furthermore, we have reviewed the

relevant supporting documents on a sample basis, including (i) the request for Shareholders’ Loan

submitted by ARI to the Group; (ii) the approval from the Group to remit Shareholders’ Loan to

ARI; (iii) the remittance records of the Shareholders’ Loan to ARI; and (iv) the documents setting

out the reconciliation of outstanding Shareholders’ Loan balance and accrued interest per month

maintained by the Group to ensure that it does not exceed the Existing Annual Caps under the

Shareholders’ Loan and Guarantee Agreement. Based on documents obtained and reviewed by us,

we did not note any non-compliance in relation to the aforesaid internal control procedures and/or

the relevant annual caps.

Furthermore, the Management confirmed that for the years ended 31 December 2018, 2019

and 2020 and for the period since 1 January 2021 up to the Latest Practicable Date, there has

been no non-compliance to the Shareholders’ Loan and Guarantee Agreement.

7. Basis for determining the New Annual Caps for the Shareholders’ Loan and Guarantee

Agreement

The New Annual Caps in connection with the Shareholders’ Loan and Guarantee Agreement

represent the maximum principal loans outstanding (including the principal loans guaranteed by

the Group) together with annual interest and annual Guarantee Fee amount.
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The New Annual Caps for the Shareholders’ Loan and Guarantee Agreement were

determined with reference to factors including (i) the ongoing business development and

operational expenses as well as other financial needs of ARI; and (ii) potential expansion of the

existing business of ARI through organic growth and/or acquisitions, and based on the

assumptions that (a) part of the financial needs of ARI for the three years ending 31 December

2023 will be financed by bank borrowings; and (b) the Company will provide the full amount of

the Shareholders’ Loan and/or guarantee required by ARI if other ARI Shareholders and their

respective group companies do not provide any amount out of their respective pro rata portion of

such Shareholders’ Loan and/or guarantee. In the event any ARI Shareholder and their respective

group companies, other than the Company, provide the Shareholders’ Loan and/or guarantee

required by ARI, the New Annual Caps for the Shareholders’ Loan and Guarantee Agreement

may not be fully utilised.

In connection with our work performed on the New Annual Caps, it is noted that the

relevant closing balances at certain period of time during the year ended 31 December 2020,

including as at the month ended 31 August 2020, 30 September 2020 and 31 October 2020, has

been over HK$1,200 million, which were close to the maximum daily closing balance of loans

under the Existing Annual Caps pursuant to the Shareholders’ Loan and Guarantee Agreement.

The Management also advised that the New Annual Caps for the Shareholders’ Loan and

Guarantee Agreement were determined with reference to factors including (i) the proposed

acquisition of a number of aged aircraft and aircraft engines during the years from 2021 to 2023;

(ii) the ongoing business development in relation to ARI’s end of life aviation solution business

and operational expenses as well as other financial needs of (a) ARI, which involves aircraft parts

and components supply, mid-to-end-of-life aircraft trading, and (b) the group companies of ARI,

namely FLARI JV’s MRO and aircraft parts and component supply services business, UAM’s

aircraft disassembly, full recycling solutions, component sales, warehousing and third party

logistics business, and ARG’s leasing of mid-aged and older aircraft, aircraft component

disassembly and used parts trading business; and (iii) potential further investments and/or

expansion of the existing ARI Business, including FLARI JV, UAM and ARG, through organic

growth which may require additional working capital from ARI and/or its aforesaid group

companies from time to time to satisfy its cashflow needs for, among others, acquisition of aged

aircraft, purchase of aircraft parts and components for sales and trading, the obtaining of base

maintenance licenses in the PRC and Europe as well as expansion in work force and operations to

cater for such expansion and/or acquisitions, and based on the assumptions that (a) part of

financial needs of ARI for the three years ending 31 December 2023 will be financed by bank

borrowings; and (b) the Company will provide full amount of the Shareholders’ Loan and/or

guarantee required by ARI if other ARI Shareholders and their respective group companies do not

provide any amount out of their respective pro rata portion of such Shareholders’ Loan and/or

guarantee.
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In respect of our work performed, (i) we noted that the historical maximum daily closing

balance of the loans to ARI fluctuated from time to time during the years ended 31 December

2018, 2019 and 2020 (the ‘‘Historical Maximum Daily Closing Balance’’); (ii) we also obtained

from the Management the maximum daily closing balance during the one month ended 31 January

2021, the amount of which is broadly in line with the Historical Maximum Daily Closing Balance

and within the existing annual cap for the year ending 31 December 2021 of HK$1,300 million.

We understand from the Management that although the aforesaid daily closing balance may vary

from time to time, the utilisation of which is expected to remain high in the foreseeable future

given the ongoing development of ARI; and (iii) based on the estimated total commitment of

ARG and FLARI JV from its shareholders and/or relevant partners as set out in the Letter from

the Board and based on information provided by the Management, ARI is expected to contribute

HK$180 million and HK$40 million to ARG and FLARI JV, respectively, the Management

advised that it is ARI’s intention to seek to satisfy the above via additional external borrowings

and/or its internal resources, in part or in whole, and subject to the availability of the aforesaid

external and/or internal funding at the relevant time, ARI may request its shareholders for

additional financing. In this connection, we have obtained and reviewed a schedule prepared by

the Management setting out how the above is expected to be utilised, including information such

as the existing loan balance from the Group to ARI as well as the potential usage of the annual

caps. Furthermore, we have also obtained and analysed another schedule (the ‘‘Bank Loan

Schedule’’) with the details of the bank loans granted to ARI by financial institutions as at 31

December 2020, including the respective facility amount, outstanding loan balance, interest rates

and tenor, ranged from year 2021 to 2028, which supports that the financial needs of ARI have

been partly financed by bank borrowings.

We have discussed with the Management and the Management has confirmed that, during

the three years ended 31 December 2018, 2019 and 2020, the Group has not experienced material

delay or default in loan and/or interest repayment due from ARI under the Shareholders’ Loan

and Guarantee Agreement.
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8. Annuity return

As set out from the Letter from the Board, any ARI Shareholder(s) who provide loan(s) to

ARI under the Shareholders’ Loan and Guarantee Agreement shall receive (i) the annuity return at

the rate of 3.0% above the Hong Kong dollar prime lending rate (being approximately 8.0% per

annum) based on the Hong Kong dollar prime rate of 5.0% per annum as at the Latest Practicable

Date) (the ‘‘Interest Annuity Return’’); and (ii) a Guarantee Fee at 3.0% per annum of the

principal amount of the ARI Bank Loans guaranteed by the Guarantor (the ‘‘Guarantee Annuity

Return’’).

We have discussed with the Management of the underlying bases and assumptions related

thereto as well as conducted the following analysis with a view to assess the reasonableness of

the Interest Annuity Return and Guarantee Annuity Return:

(i) the Interest Annuity Return of 8.0% for the provision of Shareholders’ Loan, as

calculated based on information available as at the Latest Practicable Date, is higher

than the average interest rate of the Group’s outstanding debt financing instruments.

For reference, we have reviewed information as set out in the 2020 Interim Report, the

effective interest rate or the interest rate of the Group’s debt financing (without

convertible features) are as follows:

(a) the annual interest rates for 5-year medium-term notes in the aggregate principal

amount of RMB340.0 million, RMB330.0 million, RMB800 million issued by the

Group in July 2015, November 2016, and August 2019, respectively, were 6.5%,

4.19% and 4.93%, respectively;

(b) the effective interest rates of long-term borrowings from trust plans, which

amounted to approximately HK$4,900.3 million as at 30 June 2020, ranged from

approximately 3.5% to 7.8%; and

(c) the Interest Annuity Return is also higher than the interest rates of 4.9%, 4.7%,

5.5%, 5.2%, 3.65% and 4.00% per annum on each of the Group’s US$300

million bonds issued in August 2016, US$300 million bonds issued in March

2017, US$200 million bonds issued in March 2017, RMB1,000 million bonds

issued in June 2019, RMB1,000 million debentures issued in March 2020 and

RMB300 million debentures issued in June 2020, respectively;
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(ii) based on the information as set out in the Bank Loan Schedule provided by the

Management, the interest rate of the outstanding loans of ARI granted by other

financial institutions as at 31 December 2020 (the ‘‘ARI Outstanding Bank Loans’’)

ranged from approximately 2.03% to 6.62% per annum with facility amount ranged

from US$7.0 million to RMB369.0 million, save for part of the principal of one loan,

being approximately RMB15.3 million, which carries an interest rate of approximately

6.62%, the interest rate of all ARI Outstanding Bank Loans were below 5%, being

notably lower than that of the Interest Annuity Return. Futhermore, in connection with

additional work performed on the Bank Loan Schedule, we have obtained a sample of

the loan agreements of the ARI Outstanding Bank Loans to check against the accuracy

of the information set out in the Bank Loan Schedule;

(iii) in addition, based on the following criteria (the ‘‘Loan Criteria’’) determined after

taken into account the terms of the Shareholders’ Loan and Guarantee Agreement and

the New Annual Caps, on a best effort basis, we have conducted market research on

transaction announcements in relation to the provision of loan directly by companies

listed on the Stock Exchange, the principal business of which does not include money

lending, to their respective connected person(s) with an amount equivalent to not less

than HK$100 million, and not in proportion to their equity interest in the subject

connected person, within 12 months prior to the date of the Announcement (the

‘‘Market Lending Transactions’’). We considered that the review period of 12

months to be a reasonable period of time for us to identify a representative sample of

Market Lending Transactions for our assessment on the fair and reasonableness of the

Interest Annuity Return of 3% above prime rate. Details of the Market Lending

Transactions are summarised below:

Date of
announcement

Company name
(stock code) Transaction details

Interest rate
to the

relevant loan
amount

(per annum)

16 November 2020 Sany Heavy Equipment

International

Holdings Company

Limited (‘‘Sany
Heavy Equipment’’)
(631)

Sany Heavy Equipment

agreed to provide a

loan to a connected

person in the

principal amount of

RMB100 million.

3.85%
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Date of
announcement

Company name
(stock code) Transaction details

Interest rate
to the

relevant loan
amount

(per annum)

31 October 2020 Jiangsu Expressway

Company Limited

(‘‘Jiangsu
Expressway’’) (177)

Jiangsu Expressway

agreed to provide a

loan to a connected

person with an

amount of not more

than RMB500

million.

2.05%

(Note 1)

17 August 2020 Sinofert Holdings

Limited (‘‘Sinofert’’)
(297)

Sinofert agreed to

provide the fund in

an amount of not

more than RMB1,000

million to a

connected person.

3.85%

24 July 2020 MicroPort Scientific

Corporation

(‘‘MicroPort’’) (853)

MicroPort proposed to

extend a 18-months

secured term loan

with a principal

amount of RMB115

million to a

connected person.

5.00%

23 March 2020 Fusen Pharmaceutical

Company Limited

(‘‘Fusen’’) (1652)

Fusen made certain

advances to a

connected person in a

number of tranches

and the aggregate

amount of advances

of approximately

RMB257,570,000.

5.22%
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Date of
announcement

Company name
(stock code) Transaction details

Interest rate
to the

relevant loan
amount

(per annum)

27 May 2020 China Travel

International

Investment Hong

Kong Limited

(‘‘China Travel’’)
(308)

China Travel agreed to

provide a loan of

US$20 million to a

connected person.

3.15%

(Note 2)

27 March 2020 Zhuzhou CRRC Times

Electric Co., Ltd.

(‘‘Zhuzhou CRRC’’)

(3898)

Zhuzhou CRRC agreed

to provide a loan to a

connected person in

the principal amount

of RMB100 million.

4.785%

3 March 2020 Shanghai Electric

Group Company

Limited (‘‘Shanghai
Electric’’) (2727)

Shanghai Electric

agreed to provide a

loan in an amount of

not more than RMB1

billion to a connected

person.

6.2%

(Note 3)

Maximum 6.2%

Minimum 2.05%

Average 4.26%

The Company 8.0%,

being 3%

above prime

rate
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Notes:

(1) The interest rate being the prevailing interest rate of the ultra-short term notes to be issued by Jiangsu

Expressway and the highest of the most recent interest rate of the ultra-short term notes issued after

31 October 2020 of Jiangsu Expressway was 2.05% according to its announcement dated 30

November 2020.

(2) The interest rate being set at six month US$ London Interbank Offered Rate, being approximately

0.54838% on 27 May 2020 (source: www.marketwatch.com/investing/interestrate/liborusd6m/charts?

countrycode=mr) plus 2.6% per annum.

(3) The interest rate was determined at not lower than 10% above the interest rate available to Shanghai

Electric for its funds obtained from banks and based on its annual report for the year ended 31

December 2019. It was noted that the effective interest rate for its bank and other borrowings with

variable rates ranged from 0.8% to 5.64%. On this basis, for illustration purposes only, we have

calculated the interest rate based on 5.64% (being the top end of the effective interest rate) multiplied

by 1.1 to arrive at the estimated interest rate. However, such interest rate may or may not represent

the actual interest rate of the subject loan.

Source: the website of the Stock Exchange (www.hkexnews.hk)

As set out in the table above, the interest rate under the Market Lending Transactions

ranged from 2.05% to 6.2% per annum. On this basis, the Interest Annuity Return of

3% above prime rate, being 8% per annum, under the Shareholders’ Loan and

Guarantee Agreement is higher than the top range of the interest rate of the Market

Lending Transactions selected based on the Loan Criteria and that the interest rate of

3% above prime rate was offered to each of the respective ARI Shareholders, thus such

terms are not less favourable than those offered to other ARI Shareholders. Having

considered the above, we are of the view that the interest rate pursuant to the

Shareholders’ Loan and Guarantee Agreement is fair and reasonable;
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(iv) during the three years ended 31 December 2020, save for two loan facilities of ARI

which the Group is providing guarantee for, ARI had no facilities whereby the Group

provided guarantee for. Prior to the aforesaid guarantee for ARI’s loan facility in

favour of the subject financial institution was provided by the Group, the respective

ARI Shareholders was offered by ARI to take up such guarantee at the guarantee fee

of 3% pursuant to the Shareholders’ Loan and Guarantee Agreement. In this

connection, we have obtained and reviewed the relevant documents showing that the

guarantee to ARI was offered to all of the ARI Shareholders. Furthermore, based on

the following criteria determined after taken into account the terms of the

Shareholders’ Loan and Guarantee Agreement and the New Annual Caps, on a best

effort basis, we have conducted market research on transaction announcements in

relation to the provision of guarantee by companies listed on the Stock Exchange to

their respective connected person(s) with an amount not less than HK$100 million, and

not in proportion to their equity interest in the subject connected person, within 12

months prior to the date of the Announcement (the ‘‘Market Guarantee

Transactions’’). We considered that the review period of 12 months to be a

reasonable period of time for us to identify a representative sample of Market

Guarantee Transactions for our assessment on the fair and reasonableness of the

Guarantee Annuity Return of 3%. Details of the Market Guarantee Transactions are

summarised below:

Date of
announcement

Company name
(stock code) Transaction details

% of the
guarantee fee

to the
relevant

guaranteed
amount

(per annum)

19 January 2021 Xiwang Special Steel

Company Limited

(‘‘Xiwang’’) (1266)

Xiwang provided

connected persons

with guarantee

services, subject to a

maximum cap of

RMB5.0 billion

0.5%

16 November 2020 Livzon Pharmaceutical

Group Inc.

(‘‘Livzon’’) (1513)

Livzon provided a

financing guarantees

of RMB900 million

or its equivalent in

foreign currencies to

its connected person

Nil%
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Date of
announcement

Company name
(stock code) Transaction details

% of the
guarantee fee

to the
relevant

guaranteed
amount

(per annum)

8 May 2020 LVGEM (China) Real

Estate Investment

Company Limited

(‘‘LVGEM’’) (95)

Guarantees provided by

LVGEM to a

connected person for

a maximum cap of

RMB3,200 million

1.0%

3 April 2020 Legend Holdings

Corporation

(‘‘Legend’’) (3396)

Legend provided a

guarantee to a

connected subsidiary

for an aggregate

amount not

exceeding RMB3,800

million

Nil%

13 March 2020 China Dili Group

(‘‘China Dili’’)
(1387)

China Dili provided a

corporate guarantee

to a company owned

by connected person

of China Dili for a

bank loan of up to

RMB2 billion

2.0%

(Note 1)
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Date of
announcement

Company name
(stock code) Transaction details

% of the
guarantee fee

to the
relevant

guaranteed
amount

(per annum)

12 February 2020 Central China Real

Estate Limited

(‘‘CCREL’’) (832)

Subsidiary of CCREL

provided a corporate

guarantee to a

company indirectly

wholly-owned by a

connected person of

CCREL for a bond of

US$203 million

1.5%

(Note 2)

Maximum 2.0%

Minimum Nil%

Average 0.83%

The Company 3.0%

Notes:

(1) The guarantee fee rate shall be the higher of 2% per annum or the difference between 6% and actual

interest rate per annum from third party banks.

(2) The guarantee fee rate was originally set as at 1% as disclosed in the announcement dated 12

February 2020 and was amended to 1.5% subsequently pursuant to its supplemental announcement

dated 9 April 2020.

Source: the website of the Stock Exchange (www.hkexnews.hk)

As set out in the table above, the guarantee fee under the Market Guarantee

Transactions ranged from nil% to 2% per annum. On this basis, the Guarantee Annuity

Return of 3% per annum under the Shareholders’ Loan and Guarantee Agreement is

above the top range of the guarantee fees of the Market Guarantee Transactions and

that the Guarantee Annuity Return of 3% was offered to each of the respective ARI

Shareholders, thus such terms are not less favourable than those offered to other ARI

Shareholders. Having considered the above, we are of the view that the guarantee fee

pursuant to the Shareholders’ Loan and Guarantee Agreement is fair and reasonable;

and
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(v) the terms of the Shareholders’ Loan and Guarantee Agreement, including the Annuity

Return, apply to the Company as well as other ARI Shareholders and therefore are no

less favourable to the Company than terms available to the other ARI Shareholders,

details of which are set out under the section headed ‘‘5. Principal terms of the Third

Supplemental Shareholders’ Loan and Guarantee Agreement’’ in this letter above.

Having considered the aforesaid as well as the information on ARI as set out under

paragraph headed ‘‘2. Background information of ARI’’ in this letter, in particular, the strategic

importance of ARI to the Group and recent development of ARI, we concur with the Directors’

view that the New Annual Caps for the Shareholders’ Loan and Guarantee Agreement are fair and

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

RECOMMENDATION

In formulating our recommendation to the Independent Board Committee and the

Independent Shareholders, we have considered the above principal factors and reasons, in

particular:

(i) the transactions to be conducted under the Shareholders’ Loan and Guarantee

Agreement shall be on normal commercial terms in accordance to the relevant Internal

Control Policy and in the ordinary and usual course of business as ARI’s operations

and service offerings, which included solutions for second aircraft lease as well as

mid-to-end-of-life aircraft, form an integral part of the Group’s overall business

strategy as a Full Life Cycle Aircraft Solutions provider, such included various aircraft

solutions related service offerings under a one-stop business model with value-added

solutions tailored to new, mid-aged and retiring aircraft. On this basis, ARI’s

operations form an integral part of the Group’s overall business strategy as a Full Life

Cycle Aircraft Solutions provider and that the purpose of the Shareholders’ Loan and

Guarantee Agreement is to facilitate the continuous development of ARI and its

attainment of financial independence in the future;

(ii) the value of, and the basis for determining, the respective annual caps under the

Shareholders’ Loan and Guarantee Agreement are reasonable as discussed in this letter

above;

(iii) the analysis conducted by us on the Annuity Return as detailed under the section

headed ‘‘8. Annuity Return’’ in this letter; and
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(iv) the terms of the Shareholders’ Loan and Guarantee Agreement are no less favourable

to the Company than terms available to the other ARI Shareholders. Additionally, (aa)

the Company is neither obliged nor committed to provide the Shareholders’ Loan and/

or guarantee for ARI Bank Loans under the Shareholders’ Loan and Guarantee

Agreement; (bb) the Company has the full discretion to decide whether or not to

provide the Shareholders’ Loan and/or guarantee for ARI Bank Loans at the time; and

(cc) the Management shall adopt the review process and assessment criteria under the

Internal Control Policy when providing Shareholders’ Loan and guarantee,

we are of the view that the terms of the Third Supplemental Shareholders’ Loan and Guarantee

Agreement and the New Annual Caps are fair and reasonable, in the ordinary and usual course of

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

advise the Independent Board Committee to recommend, and we ourselves recommend, that the

Independent Shareholders to vote in favour of the ordinary resolution to approve the Third

Supplemental Shareholders’ Loan and Guarantee Agreement and the New Annual Caps at the

EGM.

Yours faithfully

For and on behalf of

Red Sun Capital Limited

Lewis Lai

Managing Director

Mr. Lewis Lai is 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. He has over 13 years of experience in the corporate finance industry, and has been involved

in and completed various corporate finance advisory transactions.
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I. 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.

II. DIRECTORS’ INTERESTS

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

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:

Name of Directors Capacity

Number of

Shares (L)(1)/

underlying

shares held

Approximate

percentage of

interest(2)

Dr. Zhao Wei Beneficial owner 10,000,000(3) 1.39%

Mr. Poon Ho Man Interest of controlled

corporation

209,820,979(4) 29.14%

Ms. Liu Wanting Interest of controlled

corporation

11,011,689(5) 1.53%

Mr. Tang Chi Chun Beneficial owner 200,000 0.03%

Mr. Fan Yan Hok, Philip Beneficial owner 200,000 0.03%

Mr. Nien Van Jin, Robert Beneficial owner 234,000 0.03%

Mr. Cheok Albert Saychuan Beneficial owner 5,000 0.01%
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Notes:

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

(2) Based on 720,004,837 Shares in issue as at the Latest Practicable Date.

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

Company to Dr. Zhao Wei pursuant to the post-IPO share option scheme of the Company.

(4) Mr. Poon Ho Man was deemed to be interested in 209,820,979 Shares in the following manner:

(a) 201,023,453 Shares held by FPAM, a substantial shareholder of the Company and wholly-owned by

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

50% by Mr. Poon; and

(b) 8,797,526 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 herein, as at the Latest Practicable Date, none of the Directors and chief

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

and debentures of the Company or any 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 the 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 pursuant to

the Model Code.

As at the Latest Practicable Date, Mr. Poon Ho Man is a director of FPAM and Mr. Tang

Chi Chun is a director of CE Aerospace. Each of FPAM and CE Aerospace is a company having

an interest in the Company’s 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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III. SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at the Latest Practicable Date, substantial shareholders of the Company and other persons

(other than the 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:

Name of

shareholders Capacity

Number of

Shares (L)(1)/

underlying

shares held

Total

interests

Approximate

percentage of

Shares in issue(2)

CE Aerospace Beneficial owner 230,121,724(3) 230,121,724 31.96%

CE Limited Interest of controlled

corporation

267,225,817(3) 267,225,817 37.11%

CE Hong Kong Interest of controlled

corporation

267,225,817(4) 267,225,817 37.11%

CE Group Interest of controlled

corporation

267,225,817(5) 267,225,817 37.11%

Central Huijin Interest of controlled

corporation

267,225,817(5) 267,225,817 37.11%

FPAM Beneficial owner 201,023,453(6) 201,023,453 27.92%

Capella Interest of controlled

corporation

201,023,453(6) 201,023,453 27.92%

Mr. Poon Ho Man Interest of controlled

corporation

209,820,979(7) & (8) 209,820,979 29.14%

Ms. Christina Ng Interest of controlled

corporation

201,023,453(7) –

Beneficial owner 7,500,000 208,523,453 28.96%

Notes:

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

(2) Based on 720,004,837 Shares in issue as at Latest Practicable Date.

(3) CE Limited was deemed to be interested in 230,121,724 and 37,104,093 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 held more than one-third of the voting power at general meetings of CE Limited.

Accordingly, CE Hong Kong was deemed to be interested in all Shares mentioned in note (3) above.
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(5) Central Hujin held 63.16% equity interest in CE Group which in turn held 100% of the issued share capital

of CE Hong Kong. Accordingly, CE Group and Central Hujin were deemed to be interested in all Shares

mentioned in notes (3) and (4) above.

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

interested in all Shares held by FPAM.

(7) The issued share capital of Capella was owned as to 50% by Ms. Christina Ng and 50% by Mr. Poon Ho

Man. Accordingly, Mr. Poon and Ms. Ng were deemed to be interested in all Shares mentioned in note (6)

above.

(8) Mr. Poon Ho Man was interested in 8,797,526 Shares held by Equal Honour Holdings Limited, a company

wholly-owned by Mr. Poon.

Save as disclosed above, as at the Latest Practicable Date, the Company had not been

notified by any persons (other than the Directors or chief executive of the Company) who had

interests or short positions in the Shares or underlying shares which would fall to be disclosed to

the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, 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.

IV. 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 compensation (except

statutory compensation).

V. 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 with, or might

compete with, either directly or indirectly, the businesses of the Group.

VI. DIRECTORS’ INTEREST IN THE GROUP’S ASSETS OR CONTRACTS 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 financial statements of the Company were made up), acquired or disposed

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

leased to any member of the Group.
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VII. OTHER ARRANGEMENTS INVOLVING DIRECTORS

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

any of the Directors was materially interested and which was significant in relation to the

business of the Group.

VIII.MATERIAL ADVERSE CHANGE

Save for the financial or trading information disclosed in this Appendix I, 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 financial statements of the Company were made up.

IX. WORKING CAPITAL

Based on the unaudited financial information of the Group, as at 31 December 2020, the

Group’s current liabilities exceeded its current assets by HK$8,106.5 million, which include

interest-bearing borrowings of HK$12,415.8 million repayable within one year, while the Group’s

cash and cash equivalents balance was HK$4,896.1 million. The Group also has undrawn

borrowing facilities of HK$3,011.7 million as at 31 December 2020.

The Group had total capital commitments of HK$98,048.6 million as at 31 December 2020,

which mainly related to acquisition of aircraft that will be delivered in stages in the coming years

till the end of 2027. Out of the total capital commitments, HK$4,377.9 million will be incurred

and payable within one year based on the current delivery schedule as agreed with the Original

Equipment Manufacturers (‘‘OEMs’’). In addition, according to the relevant aircraft purchase

agreements, Pre-Delivery Payments (‘‘PDP’’) scheduled to be paid in the next fourteen months

from 31 December 2020 (the ‘‘Forecast Period’’) amounted to HK$1,141.0 million excluding the

PDP of those aircraft which the delivery schedules are not yet confirmed. The Group will satisfy

these capital commitments through the Group’s internal resources, available banking facilities and

may also require additional aircraft project loans which usually can only be confirmed by the

relevant banks shortly before the delivery of the aircraft.

COVID-19 and responsive government actions have caused economic disruption, a reduction

in air passenger traffic and demand for commercial aircraft globally in the short term, all of which

have a negative effect on the business operation and financial condition of the airline customers

of the Group, especially on those overseas airline customers which rely more heavily on

international flights. The Group experienced delay in lease payments from a few airline customers

during the year. Moreover, the Group also received requests from certain airline customers to

postpone the delivery of new aircraft and to defer lease payments due to the impact of COVID-

19.
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The Group will need to secure a substantial amount of funds in the foreseeable future to

finance these financial obligations and capital expenditures under contractual and other

arrangement. The Directors have given due and careful consideration to the liquidity of the

Group and its available sources of financing in assessing whether the Group has sufficient

working capital for its present requirements for the Forecast Period. The Directors have taken into

account the following plans and measures for the purposes of their assessment:

– The Group had continuous communication of anticipated changes in the delivery

schedule with the OEMs and had been successful to delay or change the delivery

schedules in the past, even under the impact of COVID-19 during 2020. Apart from

the ordinary reschedule flexibility under the purchase agreements, the OEMs often

accommodate slot rearrangement and deferral of corresponding payment requests with

specific circumstances after mutual discussion in good faith. Management of the Group

will continue to monitor the delivery schedule of the aircraft closely through ongoing

discussion with the OEMs, its airline customers and the relevant banks on the delivery

and financing arrangements. Based on its experience, the Group is confident that it

would be able to obtain the consent from the OEMs on rescheduling and slot

rearrangement requests in the Forecast Period as and when needed.

– New aircraft project loans are primarily used for the payment of the balances of the

aircraft acquisition costs and the repayments of the PDP financing due upon delivery

of aircraft. Such aircraft project loans will only be confirmed by the banks before the

delivery of the relevant aircraft. Besides, the Group sometimes financed the new

aircraft with internal resources or short-term financing and the Group may have to

obtain refinancing for these aircraft through new aircraft project loans. In January

2021, the Group has applied for aircraft project loan facility with a limit of RMB8

billion from an onshore bank in the PRC and a revolving loan facility with a limit of

US$300 million from an offshore bank in Hong Kong. The Group has also applied for

financing from the Export Credit Agencies in Europe (‘‘ECA’’) for aircraft scheduled

to be delivered in 2021. ECA is generally regarded as lender of last resort for new

aircraft deliveries when the global economic conditions become uncertain. Based on

the latest communication with various potential financiers, the Directors are of the

view that the Group will be able to obtain the necessary aircraft project loans as and

when required in the Forecast Period.
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– The payment schedule of the PDP is subject to a number of factors including delivery

schedule which in turn, in some cases, is subject to the approval from the relevant

aviation authorities. The Group forecasted the PDP payment schedule based on their

experience and industry knowledge. The Directors are of the view that they are able to

negotiate with the OEMs from time to time to manage the payment schedule of PDP

under specific circumstances. The Group had PDP financing facilities from certain

commercial banks to provide financing of HK$1,965.1 million to the Group to satisfy

part of the forecasted committed PDP payments of HK$852.0 million in the Forecast

Period. The remaining balances of PDP scheduled to be paid of approximately

HK$289.0 million in the Forecast Period are expected to be funded by internal

resources of the Group.

– In January 2021, the Group has renewed an existing revolving loan facilities of

HK$77.5 million. The Group will further obtain new working capital loan facilities

and renew existing revolving loan facilities if required during the Forecast Period. As

at 31 December 2020, the Group had working capital loan and revolving loan facilities

of HK$3,741 million out of which HK$2,966 million has been utilized. The Directors

are confident that the Group can draw down the remaining unutilized loan facilities of

HK$775 million as and when required and will be able to renew substantially all the

existing revolving facilities.

– The Group is also pursuing other sources of financing, including issuance of bonds

and medium-term notes, as well as other debt and capital financing. In particular, the

Group has (i) obtained the official registration acceptance notification from the China

Securities Regulatory Commission for issuance of unsecured bonds up to a principal

amount of RMB1.5 billion in the PRC before June 2021, (ii) obtained the official

registration acceptance notification from the National Association of Financial Market

Institutional Investors for issuance of unsecured debentures up to a principal amount of

RMB1.5 billion in the PRC within 2 years from March 2020. As at 31 December 2020,

the Group had not fully utilized the above limit and therefore is capable to raise

additional RMB700 million as the remaining balances under the above programmes.

Moreover, the Group has also applied for the issuance of short-term commercial papers

of a principal amount of RMB3 billion in the PRC and the Directors believe that the

Group will obtain the approval in the first half of 2021. Based on the Group’s

experience, the credit profile of the Group, the successful history of issuance of similar

debt instruments, the Directors are confident that the Group will be able to issue the

relevant debt instruments and obtain the required financing as and when required.
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– The Group has been preserving the multi-faceted development of its asset-light

business model through establishment and management of aviation-related funds and

joint venture companies, while at the same time, building up network with third-party

buyers that will acquire aircraft from its fleet. The Group expands its portfolio trading

business and it has scheduled 11 aircraft to be disposed of in the Forecast Period.

Based on the Group’s experience of disposal of aircraft in previous years, the Directors

are confident that the disposal will be completed, and the proceeds will be collected

according to the expected schedule in the Forecast Period.

– The Group is closely monitoring the impact of COVID-19 on its airline customers and

communicated with those airline customers with liquidity issue to work out mutually

agreeable deferral lease rent schedule. The Group will closely monitor the collection

and is confident that these airline customers will settle the deferral lease rent according

to the schedule upon market recovery. The Directors are of the view that although the

negative impact of COVID-19 to the aviation industry will prevail for a short period of

time before the full recovery of international passengers travel, but given the

operations of many of the Group’s customers in the PRC with normal domestic

operations, the Group expects there will not be any further deterioration in the

operating cashflow in the Forecast Period.

The Directors are of the opinion that, in the absence of unforeseeable circumstances and

after taking into account the Group’s internal resources, continued availability of existing banking

facilities for working capital and PDP payments, the cash flows generated from its business

operations, the successful rescheduling of delivery schedules for new aircraft, the successful

execution of its plans in obtaining the aircraft project loans form the banks and the ECA, the

successful issuance of debt instruments and the successful disposal of aircraft as planned, the

Group has sufficient working capital for its present requirements for at least the next twelve

months from the date of this circular.

X. FINANCIAL AND TRADING PROSPECTS

Business Review

The Group, and the aviation industry as a whole, had gone through the most

challenging times in recent history in 2020.

While the COVID-19 pandemic has been affecting all sectors, the aviation industry,

with its unique ability to fuel trade activities, support jobs and connect businesses, is being

valued by governments on its vital role in facilitating economic recoveries. By the end of

July 2020, governments from around the world have confirmed bailout or assistance

packages valued in the vicinity of as much as US$120 billion for airlines. With the

pandemic gradually coming under control in the PRC, the seven-day seat capacity in the

PRC is recovering to pre-COVID-19 levels.
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As shown in the past decades, while the aviation industry has gone through many

crises, it remains a sector which has managed to sustain stable growth. With strong

government support, this trend is well-underpinned by the continued low interest rate

environment, low crude prices that reduce airlines’ operational costs, which will be

conducive for airlines to survive through this transitional period.

During 2020, the Group has been working with all stakeholders in weathering impact

from the pandemic and has managed to maintain stability in its business and financial

performance. The Board has declared an interim dividend of HK$0.20 per ordinary share,

totaling HK$141.2 million.

Prospects

The COVID-19 pandemic has posed challenges of unprecedented magnitudes and

breadths to the global aviation industry. However, as proven in previous scenarios, the

aviation industry is remarkably resilient in the aftermath of crises. The Group envisages the

implementation of more stringent health and security checks globally to restore passenger

confidence. Air travel demand for both leisure and businesses, suppressed throughout the

pandemic, will recover swiftly when the pandemic subsides.

The pandemic will trigger consolidation within the airline and lessor sectors. Airlines,

which are growing more cost conscious, will streamline their operations and incline to

reduce their capital expenditure through leasing more aircraft from global operating lessors

like the Group, to maintain liquidity and flexibility. On the supply side, the pandemic has

dwarfed the delivery and production of new aircraft while expediting the retirement of old

aircraft. The supply and demand gap will surface when passenger traffic is back to normal.

Coupled with the abundant liquidity channeled into the aviation industry, aircraft asset

prices and lease rates are set to remain sturdy.

The Group stays optimistic on the industry outlook going forward, with the PRC

market leading the revival. With our strong shareholder backing, a diversified clientele of

the PRC airlines and ready access to both PRC onshore and offshore platforms of aircraft

trading and aviation financing, the Group is well-positioned to weather these challenges and

tap opportunities ahead as they emerge. The Group is committed to walking through all

difficulties with its partners together, and emerge stronger for it and the industry as a whole.
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XI. FINANCIAL INFORMATION

Financial information of the Group for each of the three years ended 31 December 2017,

2018 and 2019 are disclosed on:

(i) pages 105 to 187 of the annual report of the Company (dated 23 March 2018) for the

year ended 31 December 2017, which is published on the website of the Company

(https://www.calc.com.hk/?route=ir_financial_report);

(ii) pages 107 to 195 of the annual report of the Company (dated 21 March 2019) for the

year ended 31 December 2018, which is published on the website of the Company

(https://www.calc.com.hk/?route=ir_financial_report); and

(iii) pages 69 to 143 of the annual report of the Company (dated 4 March 2020) for the

year ended 31 December 2019, which is published on the website of the Company

(https://www.calc.com.hk/?route=ir_financial_report), respectively.

The financial information of the Group for the six months ended 30 June 2020 is disclosed

on pages 25 to 66 of the interim report of the Company (dated 14 August 2020) for the six

months ended 30 June 2020, which is published on the website of the Company (https://

www.calc.com.hk/?route=ir_financial_report).

All of the reports mentioned above are also published on the website of the Stock Exchange

(www.hkexnews.hk).

XII. STATEMENT OF INDEBTEDNESS

As of 31 December 2020, which is the latest practicable date for the purpose of determining

the amount of indebtedness, the Company had outstanding interest-bearing borrowings of

HK$37,156.1 million, which comprised of:

(i) secured bank borrowings and long-term borrowings of HK$15,731.8 million. The

secured bank borrowings and long-term borrowings are secured by (a) in addition to

other legal charges, the related aircraft leased to airline companies by the Group under

either finance leases or operating leases; (b) pledge of the shares in the special purpose

vehicles of the Company owning the related aircraft; (c) guarantees from certain

companies of the Group and (d) pledge of deposits amounting to HK$73.2 million; and

(e) certain rights and benefits in respect of acquisition of aircraft;
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(ii) unsecured bank borrowings and long-term borrowings of HK$11,031.2 million, which

were guaranteed by certain companies of the Group;

(iii) unsecured medium-term notes of HK$1,338.3 million, and

(iv) unsecured bonds and debentures of HK$9,054.8 million. The bonds and debentures are

guaranteed by the Company.

As at 31 December 2020, the Group had lease liabilities of approximately HK$45.3 million,

of which approximately HK$13.0 million was due within one year and approximately HK$32.3

million was due after one year.

Save as aforesaid or as otherwise disclosed herein, and apart from intra-group liabilities, as

of 31 December 2020, being the latest practicable date for determining indebtedness, the

Company did not have any outstanding mortgages, charges, debentures, debt securities or other

loan capital or bank overdrafts or loans or other similar indebtedness or finance lease

commitments, liabilities under acceptances (other than normal trade bills) or acceptance credits or

hire purchase commitments or guarantees or other material contingent liabilities.

XIII. LITIGATION

As at the Latest Practicable Date, the Directors were not aware of any litigation or claim of

material importance pending or threatened against any member of the Group.

XIV. MATERIAL CONTRACTS

The following contract (not being contracts in the ordinary course of business) has been

entered into by the Company or any of its subsidiaries within the two years immediately

preceding the date of this circular and is or may be material:

– The subscription agreement dated 4 March 2020 entered into between the Company,

Aviation Synergy Ltd, Equal Honour Holdings Limited and Smart Aviation Investment

Limited in relation to the Company’s subscription of 28,000,000 shares for a total cash

consideration of US$28 million (equivalent to approximately HK$218.4 million) in

Aviation Synergy Ltd.

Save as disclosed above, no material contract (not being a contract entered into in the

ordinary course of business) has been entered into by any member of the Group within the two

years immediately preceding the issue of this circular.
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XV. EXPERT AND CONSENT

(1) The following are the qualifications of the expert who has given its opinion or advice

which is contained in this circular:

Name Qualification

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

(dealing in securities) and Type 6 (advising on

corporate finance) regulated activities under the

SFO

(2) As at the Latest Practicable Date, the above expert did not have any interest, 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 expert 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.

(4) The above expert has given and has not withdrawn its written consent to the issue of

this circular with the inclusion of its letter and the references to its name included

herein in the form and context in which it appears.

XVI. 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 32nd 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.
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(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.

XVII. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection during normal office hours at

32nd 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 Shareholders’ Loan and Guarantee Agreement, including the First Supplemental

Shareholders’ Loan and Guarantee Agreement, the Second Supplemental Shareholders’

Loan and Guarantee Agreement and the Third Supplemental Shareholders’ Loan and

Guarantee Agreement;

(b) the Company’s articles of association;

(c) a copy of the contract set out in the section headed ‘‘Material Contracts’’ in this

Appendix I;

(d) the letter of advice dated 23 February 2021 from Red Sun Capital Limited to the

Independent Board Committee and the Independent Shareholders in relation to the

continuing connected transactions contemplated under the Third Supplemental

Shareholders’ Loan and Guarantee Agreement and the New Proposed Caps prepared

for the purpose of incorporation in this circular;

(e) the annual reports of the Group for the years ended 31 December 2018 and 2019;

(f) the circular on connected transaction in relation to disposal of seven lease-attached

aircraft and notice of extraordinary general meeting dated 9 July 2020;

(g) this circular; and

(h) the letter of consent referred to under the section headed ‘‘Expert and Consent’’ in this

Appendix I.
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The following are the particulars of Dr. Tse Hiu Tung, Sheldon, the retiring Director (as

required by the Listing Rules), proposed to be re-elected at the EGM.

Dr. Tse Hiu Tung, Sheldon, aged 56, is a partner at a law firm in Hong Kong providing

corporate and commercial legal services and has over 20 years of experience in corporate finance,

mergers and acquisitions, private equity, joint ventures and compliance matters. Dr. Tse is

qualified to practise law in Hong Kong, England and Wales and the PRC. He graduated with a

bachelor’s degree in law from Zhongshan University in Guangzhou in 1986. Dr. Tse obtained a

master’s degree in law and a doctorate degree in law from the University of London, the United

Kingdom in 1989 and 1993 respectively. He is a China appointed attesting officer, and a member

of the Hong Kong Securities Institute. He is also a member of the China Political Consultative

Committee of Guizhou Province.

Dr. Tse has entered into a service contract with the Company for an initial term from 18

September 2020 up to the date of the first general meeting of the Company after appointment.

Upon re-election as an independent non-executive Director at the EGM, the Company will enter

into a new service contract with Dr. Tse and his directorship is subject to the retirement by

rotation and re-election at the annual general meetings of the Company in accordance with the

articles of association of the Company. Currently, all non-executive Directors (including

independent non-executive Directors) are entitled to a director’s fee of HK$200,000 per annum

and a meeting allowance of HK$5,000 for each board meeting and general meeting. The director’s

fee for Dr. Tse will be reviewed and determined by the Board after considering the

recommendation of the Remuneration Committee of the Company, which will be made taking

into account Dr. Tse’s qualification and experience. Dr. Tse was an independent non-executive

director of Fullsun International Holdings Group Co., Limited, listed on the Main Board of the

Stock Exchange (resigned on 14 December 2020).

Save as disclosed in this circular, Dr. Tse (i) does not hold and has not held any other

directorships in the last three years in any other public companies, the securities of which are

listed on any securities market in Hong Kong or overseas, and he does not have any other major

appointments or professional qualifications; and (ii) does not hold any position in the Company or

any of its subsidiaries and does not have any relationship with any Directors, senior management

and substantial shareholders or controlling shareholders of the Company. As at the Latest

Practicable Date, Dr. Tse does not have any interest in the Shares or the underlying shares of the

Company within the meaning of Part XV of the SFO.

Save as disclosed above, there are no other matters concerning Dr. Tse that need to be

brought to the attention of the Stock Exchange or the Shareholders nor any information to be

disclosed pursuant to the requirements of Rule 13.51(2) of the Listing Rules.

APPENDIX II DETAILS OF THE RETIRING DIRECTOR
PROPOSED FOR RE-ELECTION

– 68 –



CHINA AIRCRAFT LEASING GROUP HOLDINGS LIMITED

(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 will be held at 38th Floor, Everbright Centre,

108 Gloucester Road, Wan Chai, Hong Kong on Wednesday, 10 March 2021 at 10:00 a.m. for the

purposes of considering and, if thought fit, passing with or without modifications, the following

proposed ordinary resolutions of the Company. Unless otherwise defined, capitalised terms used

herein shall have the same meanings as ascribed to them in the circular of the Company dated 23

February 2021.

ORDINARY RESOLUTIONS

1. The Third Supplemental Shareholders’ Loan and Guarantee Agreement and the

New Annual Caps

‘‘THAT

(a) the third supplemental shareholders’ loan and guarantee agreement dated 26

January 2021 entered into between Aircraft Recycling International Limited,

Aircraft Recycling International Holdings Limited, China Aero Investments

Limited, Sky Cheer International Limited and Neo Modern Limited (the ‘‘Third

Supplemental Shareholders’ Loan and Guarantee Agreement’’) (a copy of

which is produced to the EGM marked ‘‘A’’ and signed by the Chairman of the

EGM for the purpose of identification) be and is hereby approved, confirmed and

ratified;

(b) the proposed new annual caps for the years ending 31 December 2021, 2022 and

2023 for the transactions contemplated under the Shareholders’ Loan and

Guarantee Agreement dated 6 April 2016 (and together with all those agreements

specified as supplemental thereto) (the ‘‘New Annual Caps’’) be and are hereby

approved, confirmed and ratified; and
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(c) any one director of the Company (the ‘‘Directors’’) be and is hereby authorised

to do all such things and acts as he/she may in his/her discretion consider as

necessary, expedient or desirable for the purpose of or in connection with the

implementation of the Third Supplemental Shareholders’ Loan and Guarantee

Agreement, including but not limited to the execution of all such documents

under seal where applicable, as he/she considers necessary or expedient in his/her

opinion to implement and/or give effect to the Third Supplemental Shareholders’

Loan and Guarantee Agreement and the transactions contemplated thereunder,

and to agree with such variation, amendment or waiver as, in the opinion of the

Directors, in the interests of the Company and its shareholders as a whole.’’

2. Re-election of the retiring Director, Dr. Tse Hiu Tung, Sheldon

‘‘THAT

(a) the retiring Director, Dr. Tse Hiu Tung, Sheldon, be and is hereby re-elected as a

Director; and

(b) the board of Directors be and is hereby authorised to fix the remuneration of Dr.

Tse Hiu Tung, Sheldon.’’

By order of the Board

China Aircraft Leasing Group Holdings Limited

POON HO MAN

Executive Director and Chief Executive Officer

Hong Kong, 23 February 2021

As at the date of this notice, (i) the executive Directors are Dr. 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, Mr.

Cheok Albert Saychuan and Dr. Tse Hiu Tung, Sheldon.

Notes:

1. In order to determine the list of shareholders of the Company (the ‘‘Shareholders’’) who are entitled to attend and

vote at the EGM, the register of the Shareholders will be closed from Friday, 5 March 2021, to Wednesday, 10

March 2021 (both days inclusive), during which no transfer of Shares will be registered. Shareholders whose names

appear on the register of the Shareholders on Wednesday, 10 March 2021 will be 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 Thursday, 4 March 2021.
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2. 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, 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.

3. 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 appointed for holding the

meeting or adjourned meeting.

4. 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.

5. As required under the Listing Rules, the above resolutions will be decided by way of poll.

6. In relation to re-election of the retiring Director, Dr. Tse Hiu Tung, Sheldon, in the ordinary resolution numbered 2,

the biographical details of Dr. Tse Hiu Tung, Sheldon, who will stand for re-election at the EGM are disclosed in

Appendix II to the circular dated 23 February 2021 to be dispatched to the Shareholders.

7. 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 (www.hkexnews.hk) and the Company’s website (www.calc.com.hk) for announcement on bad

weather arrangement for the EGM.

8. The form of proxy in connection with the EGM is enclosed with the circular dated 23 February 2021 to be

dispatched to the Shareholders.

NOTICE OF EGM
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