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China Southem Airlines Company Limited (the “Company”) on January 30, 2002
published in two local newspapers in Hong Kong an announcement in Chinese and
English concerning (1) acquisition of five Boeing 737-300 aircraft, associated spare
parts, and the special purpose vehicles in connection with the ground support of the five
aircraft by the Company from Southern Airlines (Group) and the entering into of the sale
and purchase agreement relating thereto; (2) the Company's proposed issue of new A
shares; and (3) proposed change in the Company's board composition. The Company
also published the notice of the first extraordinary general meeting in 2002 (the "EGM")
on January 30, 2002 in two local newspapers in Hong Kong in Chinese and English. A
copy of each of the announcement and the notice of the EGM is included in this Form 6-
K of the Company.
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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation as fo its accuracy
or completeness and expressly disclaims any liability whatsoever for any loss haw:oevcr arising from or in reliance upon the whole or any part of
the contents of this announcement.

| TEBEIMEZEROGER QA
: ’ China Southern Airlines Company Limited
(a joint stock limited company incorporated in the People's Republic of China with limited liability)
ACQUISITION OF ASSETS FROM THE SA GROUP (GROUP)
(CONNECTED TRANSACTION)
PROPOSED ISSUE OF NEW A SHARES
PROPOSED CHANGE IN BOARD COMPOSITION

. The Board announces that the Company has on January 29, 2002 entered into the S&P Agreement to acquire the Assets
from its parent SA Group;

. The entry into the S&P Agreement between the Company and the SA Group constitutes a connected transaction under
Chapter 14 of the Listing Rules, and will therefore be subject to Independent Shareholders approval at the EGM;

. The Board also announces that the Company intends to apply to the relevant PRC authorities for the issue of new A
Shares to institutional and public investors in the PRC and the listing of and permission to deal with such A Shares on
the Shanghai Stock Exchange;

. The proposed A Share Issue will be subject to approval by Sharcholders at the EGM and the relevant PRC authorities.
Further announcement will be made in accordance to the Listing Rules;

. The Company would like to seek authorization from Shareholders to amend the Articles of Association with regard to
the change in composition of the Board as required by CSRC in order to improve the corporate governance of the
Company during its restructuring process; -~

® . A circular containing, inter alia, further information on the A Share Issue, the change in the Board composition, the

Acquisition, a notice of the EGM, the recommendation from the independent board committee of the Company and the
advice from the independent financial adviser to the independent board committee will be dispatched to the Shareholders

as soon as practicabie.

1) THE ACQUISITION

The Board of Directors of the Company hereby announces that
the Company has on January 29, 2002 entered into the S&P
Agreement to acquire the Assets from SA Group. Since SA
Group is a 65.2% controlling shareholder of the Company, the
Acquisition constitutés a connected transaction of the Company.
In addition, the consideration of the Acquisition exceeds 3% of
the Company’s net tangible assets as reported in the latest
published annual report on December 31, 2000, the Acquisition
therefore requires approval from Independent Shareholders.

The S&P Agreement

Date

January 29, 2002

Parties

Vendor: SA Group
Purchaser: The Company

Details of the Assets

The Assets ‘are currently owned by the SA Group and comprise
five Boeing 737-300 aircraft (the “Aircraft”), the associated
spare parts and forty-two special purpose vehicles in connection
with the ground support of the Aircraft. Three of the Aircraft
were delivered brand new from The Boeing Company in 1994
while the remaining two were delivered brand new from The
Boeing Company in 1999. All of the Aircraft are currently
leased by the Company under the Wet Lease Agreements
between Zhong Yuan Airlines and the Company dated August 4,
2000 and November 8, 2000 and subsequently renewed on
August 4, 2001 and November 8, 2001.-

Consideration

The total value of the Assets is RMBI,096,886,106.71; which is

based on.the value of the assets and liabilities as at June 30,
2001 as prepared by Zhongfeng Asset Valuation LLC, an
independent valuer approved by the Ministry of Finance in the
PRC.

The- total consideration of RMB1,096,886,106.71 will be
satisfied by cash payment of RMB132,150,139.47 and the
assumption of debt due to commercial banks amounting to
RMB964,735,967.24 by the Company. The source of funding of
the cash payment and the debt repayment will be from internal
funds of the Company. The cash payment will be payable once
all conditions of the S&P Agreement are fulfilied. All terms and
conditions under the existing legal documentation related to the
debt between Zhong Yuan Airlines and each respective lender
will remain status quo.

The proposed application to the relevant PRC authorities
regarding the A Share Issue will be subject to approval by
Shareholders at the EGM and the relevant PRC authorities.
Further approvals from Shareholders will be sought regarding
the A Share Issue including the timing, issue price, amount of
share capital to be raised and the use of proceeds and further
announcement will be made in accordance with the Listing
Rules and the relevant regulations in the PRC.

Although it is the intention of the Company to conduct the A
Share Issue as soonr as possible after all relevant approvals are
obtained, the exact timing and structure of the A Share Issue
will depend on market condition and other considerations such
as specific acquisition opportunities and the availability of
alternative funding channels.

3)  PROPOSED CHANGE IN THE BOARD
COMPOSITION

The Company would like to seek authorization from
Sharcholders to amend the Articles of Association with regards
to the change in the composition of the Board as required by the
CSRC, in order to improve the corporate governance of the
Company during its restructuring process:

[ To change the current composition of the Board from a
total of 13 Directors (1 Chairman, | Vice-Chairman, and
11 Directors) to a total of 15 Directors (1 Chairman, 2
Vice-Chairman, and 12 Directors)

4) GENERAL

A circular containing, inter alia, further information on the A
Share Issue, the change in the Board composition, the
Acquisition, a notice of the EGM, the recommendation from the
independent board committee of the Company and the advice
from the independent financial adviser to the independent board
committee will be dispatched to the Shareholders as soon as
practicable.

Save as disclosed herein, the Board confirms that jt is not aware
of any matter discloseable under the general obligation imposed
by paragraph 2 of the Listing Agreement, which is or may be of
price sensitive nature.

JPMorgan is the ﬁnancial adviser to the Company.




As part of the Acquisition, the SA Group has agreed to
reimburse the Company the full amount of the lease rental

" payments made or (0 be made by the Company to Zhong Yuan
Airlines under the Wet Lease Agreements for the period from
July 1, 2001 up to the day of Completion. It'is also agreed that
the Wet Lease Agreements will be terminated on the day of
Completion. During the period of July 1, 2001 to December 31,
2001, the Company has paid RMB150,000,000.00 to Zhong
Yuan Airlines in the form of lease rental payments.

Conditions

Completion of the S&P Agreement is conditional upon, inter
alia, the following conditions being fulfilled or waived:-

(a) all necessary approvals in relation to the transactions
contemplated under the S&P Agreement being granted by
the relevant government authorities in the PRC;

(b)  the agreement or consent by the lenders of. the debt
regarding the transfer of the debt from SA Group to the
. Company;

(c)  the warranties given by SA Group to the Company under
the S&P Agreement remaining true and accurate and not
misleading at Completion as if repeated at Completion
and at all times between the date of the S&P Agreement
and Completion; and

(d) Approval of this connected transaction by Independent
Shareholders at the EGM;

Completion

Completion is to take place on the day on which all the
conditions of the S&P Agreement have been fulfilled or waived.
1t is expected that the date of Completion will be on or around
March 31, 2002. In the event that the above conditions are not
fulfilled or waived by March 31, 2002, or such later date as the
parties may agree, the S&P Agreement will cease to have any
effect. ‘

Reasons for the Acquisition

The Company’s principal business is civil aviation within the
PRC as well as providing commercial flights between cities in
the PRC and international destinations. Pursuant to the Wet
Lease Agreements, the Group has already been operating the
Aircraft as part of Group’s aviation business and has been
expanding its aviation business and enhancing its market
position.

The Board believes the Company will benefit from the

Acquisition because the ownership control will allow the -

Company to further integrate the Aircraft isto its overall
aviation business in the PRC. This is in line with the
consolidation strategy that the Company has adopted in light of
the proposed restructuring of the aviation industry in the PRC.
In addition, the Acquisition is in line with the non-competition
undertaking granted by the SA Group to the Company when the
Company was listed on the Stock Exchange in 1997.

Connected Transaction

SA Group is the controlling shareholder that owns 2 65.2 %
interest in the Company. Since the value of the Assets and the
consideration of the Acquisition represents approximately
12.35% of the Company’s net tangible assets as reported in the
latest published annual report for the year ended December 31,
2000 respectively, the entry into the S&P Agreement between
the Company and the SA Group constitutes a connected

transaction under Chapter 14 of the Listing Rules, and will’

therefore be subject to Independent Shareholders approval at the
EGM.

The independent board .committee, comprising Mr. Simon To
and Mr. Peter Lok, all independent non-executive Directors, has
been formed to advise the Independent Sharcholders on the
connected transactions subject to Independent Sharebolders
approval. ICEA has been appointed to advise the Independent
Board Committee in relation to such connected transaction. A
notice of the EGM will be dispatched to Shareholders shortly.

2) 'PROPOSED ISSUE OF NEW A SHARES

The Company intends to apply to the relevant PRC authorities
for the issue of mew A Shares to institutional and public
investors in the PRC and the listing of and permission to deal
with such A Shares on the Shanghai Stock Exchange. Such
application will be made immediately after the approval of the
proposed A ‘Share Issue by the shareholders of the Company at
the EGM. The shares of the Company are currently listed on the
Stock Exchange in the form of H shares, and on the New York

Stock Exchange in the form of American Depository Receipts.’

The Board believes that the A Share Issue- will allow the
Company to access another funding channel, provide additional
currency for the acquisition of PRC assets, and enhance the
shareholders base. The Board would like to seek approval from
Shareholders authorizing the Board to apply to the relevant PRC
authorities and to plan for and on behalf of the Company all
relevant matters in relation to the proposed A Share Issue.

“Listing Rules”

- “Shareholders”

Definitions

“A Share” Domestic shares of RMB1.00 each in the
share capital of the Company

“A Share Issue” The proposed issue of new A Shares

" “Acquisition” The acquisition of the Assets by the
Company from SA Group as contemplated
in the S&P Agreement

“Aircraft” The five Boeing 737-300 aircraft to be
acquired by the Company forming parts of
the Assets

“Articles of The articles of association of - the

Association” Company - .

“Assets” Comprise the Aircraft, associated spare
parts, and the special purpose vehicles in
connection with the ground support of the’

. Aircraft.

“Board” The Board of Directors of the Company

“Chairman™ The chairman of the Board

“Company” China Southern Airlines Company
Limited, .a joint stock limited company
incorporated with limited liability in the
People’s Republic of China and listed on
the Stock Exchange

“Completion” Completion of the S&P Agreement

“CSRC” China Securities Regulatory Commission

] (TERBLTEIEAY)

“Directors” The directors of the Company

“EGM” An extraordinary general meeting of
Shareholders to be convened to consider
and, if thought fit, approve, among other
things, the S&P Agreement

“Hong Kong” The Hong Kong Special Administrative
Region of the PRC

“ICEA” ICEA Capital Limited, registered dealer
under the Securities Ordinance (Chapter
333 of the Laws of Hong Kong), which
has been appointed as the independent
financial adviser to the Independent
Board Committee

“Independent an  independent  board committee,

Board comprising Mr. Simon To and Mr. Peter
Committee” Lok, all independent non-executive
directors, formed to  advise the
Independent  Shareholder  on the
Acquisition
“Independent Shareholders other than the SA Group
Shareholders”
“JPMorgan” J.P. Morgan Securities Asia Pte. Limited,

a wholly-owned subsidiary of ].P, Morgan
Chase & Co., an exempt dealer registered
under the Securities Ordinance (Chapter
333 of the Laws of Hong Kong) and the
financial adviser to the Company

the Rules Governing the Listing of
Securities on the Stock Exchange

“PRC” People’s Republic of China
“RMB” Renminbi, the lawful currency of the PRC
“SA Group” Southern Airlines (Group), a state-owned

economic entity established under the
laws of the PRC and the direct controlling
shareholder and ultimate parent of the
Company

“a sale and purchase agreement entered
into between the Company and SA Group
on January 29,7 2001 regarding the
acquisition of the Assets by the Company
from SA Group

Shareholders of the Company

The Stock Exchange of Hong Kong
Limited .
The wet lease agreements entered into
petween the Company and Zhong Yuan
Airlines dated August 4, 2000 and
November 8, 2000 in relation to the
1leasing of the Aircraft by Company from
Zhong Yuan Airlines

The vice-chairman of the Board

A wholly’ PRC state-owned enterprise
controlled by the SA Group

By order of the Board
Su Liang
Company Secretary

“S&P Agreement”

“Stock Exchange”

“Wet Lease
Agreements”

“Vice-Chai-rman”- :
“Zhong Yuan
Airlines”

Guangzhou, the People’s Republic of China
January 29, 2002
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ChEESMERMERA
China Southern Airlines Company Limited

(a joint stock limited company incorporated in the People’s Republic of China with limited liability)

NOTICE OF THE FIRST EXTRAORDINARY GENERAL MEETING IN 2002

NOTICE 1S HEREBY GIVEN that the first Extraordinary General Meeting (the “EGM”) in the year 2002 of China Southern
Airlines Company Limited (the “Company”) will be held at 10:00 a.m. on Tuesday, March 26, 2002 at the Company’s
headquarters at Baiyun International Airport, Guangzhou, the People’s Republic of China (the “PRC”) for the following
purposes:

EGM

For the shareholders of the Company apart from Southern Airlines (Group) (“SA Group”) to resolve the following as ordinary
resolutions:

THAT the terms of the S & P Agreement (as defined in the announcement dated January 29, 2002 of the Company) and the
entering into of the S & P Agreement between the Company and SA Group be approved, confirmed and ratified; FURTHER
RESOLVED THAT any director of the Company be authorized to sign any documents which he considers appropriate,
reasonable and incidental for the conduct of the S & P Agreement and for the benefit of the Company and to conduct all
incidental actions and such director be further authorized to make any amendments, alteration and addition which he
considers necessary, proper and appropriate.

For all the shareholders of the Company to resclve the following as special resolutions:

1. To consider and approve the proposal for the application and implementation of the issue of new A Shares, and the
proposed listing of such A Shares in the PRC (“A Share Issue”);

2. To consider and authorize the Company’s board of directors (the “Board™) to plan for and on behalf of the Company all
relevant matters relating to the A Share Issue;

3. THAT conditional upon the approval by the relevant authorities of the PRC, to approve amendment of the relevant
provisions of the Company’s articles of association with regard to the change in the Board composition from a total of
13 Directors (1 Chairman, 1 Vice-Chairman, and 11 Directors) to a total of 15 Directors (1 Chairman, 2 Vice-Chairman,
and 12 Directors). ]

By Order of the Board
Su Liang
Company Secretary

Guangzhou, the PRC,
January 29, 2002

Notes:
1. Eligibility for Attending the EGM

Holders of H Shares of the Company who are registered on the registers of shareholders of the Company on February 24, 2002
(“Eligible Shareholders™) shall have the right to attend the EGM after. completing the required registration procedures.

2. Registration Procedures for Attending the EGM

(1) Eligible Shareholders intending to attend the EGM either in person or by proxy must deliver to the Company on or before
March 5, 2002 either in person, by post or by fax, a reply slip for attending the EGM.

(2) Holders of H shares of the Company who are Eligible Shareholders and intend to attend the EGM must deliver their instruments
of transfer together with the relevant share certificates to Hong Kong Registrars Limited, the registrar of H Shares of the
Company, at or before 4:00 p.m. on February 22, 2002.

(3) The register of H shares of the Company will be closed from February 24, 2002 to March 25, 2002 (both days inclusive), during
which period no transfer of H shares will be registered.

(4) When attending the EGM, a shareholder or his proxy shall produce proof of identity. If a corporate shareholder appoints jts
legal representative to attend the meeting, such legal representative shall produce proof of identity together with a copy of the
resolution of the board of directors or other governing body of such shareholder appointing such legal representative to attend
the meeting. .

3. Appointing Proxies

(1) An Eligible Shareholder has the right to appoint one or more proxies to attend the EGM and vote on his behalf by completing
a form of proxy. A proxy need not be a shareholder of the Company.

(2) A form of proxy shall be used by an Eligible Shareholder or his attorney to appoint a proxy. If the proxy is appointed by the
shareholder’s attorney, the power of attorney or other authorization document(s) authorizing such attorney to appoint the proxy
must be notarized. ’

(3) To be valid, the notarized power of attorney or other authorization document(s), together with the completed proxy form(s),
must be delivered to Hong Kong Registrars Limited, not less than 24 hours before the time designated for the holding of th
EGM. .
4. Miscellaneous

(1) The EGM will not last for more than one day. Shareholders and any proxy who attend shall bear their own traveling and
accommodation expenses.

(2) Hong Kong Registrars Limited is located at:
2/F, Vicwood Plaza
199 Des Voeux Road Central
Hong Kong

(3) The registered address of the Company is:
Baiyun InternationalAirport
Guangzhou 510405
PRC
Telephone No.: (86) 20-8612-4738

Facsimile No.:  (86) 20-8665-9040
Website: www.cs-air.com’
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

CHINA SOUTHERN AIRLINES COMPANY LIMITED

By /s/_Su lLiang
Name: Su Liang
Title: Company Secretary

Date: February 1, 2002




