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China Southem Airines Company Limited (the “Company”) on April 15, 2002
published in two Asian local newspapers its preliminary announcement on the annual
results of the Company for the year ended December 31, 2001 (the “Announcement”)
together with a Notice of Annual General Meeting and on April 14, 2002 distributed to
local news services a press release (the “Press Release”) showing the highlights of the
Announcement. A copy of the Announcement and the Press Release is included in this
Form 6-K of the Company.
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The Board of Directors of China Southern Airlines Company Limited (the “Company”) is pleased to announce the audited consolidated results of the Company and: " .
its subsidiaries (the “Group™) for the year ended 31 December, 2001, prepared in accordance with Intemational Accoummg Standards (“JAS”), together with lhe
comparative figures for the corresponding period of 2000 as follows:

CONSOLIDATED PROFIT AND LOSS ACCOUNT

2001 -
vs 2000 .
For the year ended 31 December, . Increase/
Note 2001 2000 2001 2001 (decrease}
RMB'000 RMB'000 HK3'000 uss000 %
Traffic revenue:
Passenger 15,055,496 13,254 714 14,195.263 1,819,044 136 -
Cargo and mail : 1,406,036 1,451,445 1,325,699 169,881 (3.1)
16,461,532 14,706,159 15,520,962 . 1,988,925 11.9
Other operating revenue 418,126 472,159 394,235 50,519 {11.4).
Total operating revenue . 3 16,879,658 15,178,318 15,915,197 2,039,444 1.2
Operaling expenses:
Flight operations 6,905,628 6,109,021 6,511,058 834,356 13.0
Maintenance 2,014,579 1,758,581 1,899,471 243,407 14.6
Aircraft and traffic servicing . 2,297,521 2,069.114 2,166,246 271,592 11.0
Promotion and sales ’ . 1,540,780 1,377,682 1452744 186,161 11.8
General and administrative 892,233 809,225 841,253 107,802 10.3
Depreciation and amortisation 1,814,974 1,863,789 1,711.271 219,290 (2.6):
Other 13,270 8,805 12,512 1,603 50.7 .
Total operating expenses 5 15,478,985 13,996,217 14,594,555 1,870,211 106 -
Operating profit . 1,400,673 1,182,101 1,320,642 169,233 185
Non-operating income/(expenses): )
Share of associated .
companies' results . 5307 45,949 50,044 . 6413 155
Share of jointly controlled , :
entity’s results ' (4.034) — : (3,804) {487) —
(Loss)/gain on sale of fixed assets 4 {55,889) 372,596 (52.696) (6,753) (nsom-
Interest income 49,878 90,283 47,028 6,026 L (44.8):
Interest expense 5 (933,717) (1,074,236) (880,367) (112,814) (13.1);
Exchange gain, pet - 296,777 318,502 279,820 35,857 (6.8);: .
Other, net {11,509) {3,965) - (10,850) (1,390) 190 3
Total net non-operating expenses (605,417) (250,871) (570,825) (73.148) 1413 |
Profit before taxation and .
minority interests 5 795,256 931,230 749,817 96,085 (14.6) !
Taxation 6 (320,519) (338,907) (302,205) (38,726) ’ (54). .
Profit before minority interests 474,737 592,323 447,612 57,359 (19.9);

. Minority interests ’ (134,512) (90,552) €126,827) (16,252} 485 |
Profit aftributable to shareholders 340,225 501,771 320,785 To41107 (32.2)
Basic eamings per share . 7 : RMB 0.10 RMB 0.15 HK$0.10 US$0.012 {32.2)
Notes: ’ - .
1 Company backgrvund {

TheCompanywasmabbsl\edmdﬂe?eopleskzpub);cofchna(!hc“PRC")mBMamh,I”Snammﬂocklnmtcdcom;nnyaspanoﬁbc rganisation (the “R y

i ")
of Southern Airlines (Group) (the “SA Group™), a state-owned enterprise which is under the supervision and control of the Civil Aviation Administration of China (the “CAACT)!
Pursuant to the Reorganisation, the Company assumed the airline and airine-related businesses together with the relevant assets and liabilities from the SA Group in consideration of.
which 2,200,000,000 domestic shares with a par value of RMBL. meachweteallocaledby the Company on 25 March, 1995 to the SA Group. On the same date, the SAGrmpremme
the holding company of the Company.
In July 1997, the Company successfully listed its H Shares and American Depository Shares (“ADS™) (cach ADS representing 50 H Shares) on the Stock Exchange of Hong Kong
Limited (the “Hong Kong Stock Bchange”) and the New York Stock Exchange, respectively.

2 Basis of prepamuon -

i

The acdited consotidated profit and loss accourn of the Gmup for periods presented include the results of the companies comprising the Group. AN significant ml:n:ompan)',
transactions and bal. have been

’,
The principal accounting policies adopted in the preparation of the Group’s consolidated results for the 2001 financial year are consistemt with those adopted in preparing the Gmup s
consolidated results for the 2000 financial year.

The 2udited consolidated profit and Joss account has been prepared in accordance with IAS, which differs in cerain material respects from the accounting principles generally:

accepted in the United States of America (*U.S. GAAP™). Differences which have a SIgmﬁl:a.nl effect on the consofidated profit attributable to shareholders for the year ended 31
December, 2001 and on the shareholders’ equity a5 at thal date are set out in Note 11 below.
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Turmnover
The Group is principally engaged in the provision of passenger, cargo and mail airline services in the domestic, Hong Kong regional and international roarkets, with flights operating
primarily from the Guangzhou Baiyun International Airport which is both the main hub of the Group's route network and the: location of its corporate headquartess.

Turnover comprises revenues from airline and airtine-related businesses and is stated net of sales tax and contributions to the CAAC Infrasticture Develop Fund. The k
of the Group’s turnover and operating profit by geographic region for the year is as follows:

Hong Kong .
Domestic Tegional *International . Total
RMB 000 ‘RMB’000 RMB"000 RMB'000
2060t
Traffic revenue . 12,924,892 1,182,492 2354148 16,461,532
Other-operating revenue . 359895 58,231 — 418,126
13,284,787 1,240,723 2,354,148 16,879,658
Operating profit ) 1,090,154 . 219,686 90,833 1,400,673
2000 .
Traffic revenue 11,458,704 - 1,197,883 2,049,572 : 14,706,159
Orher operating revenue 361,524 16,479 4,156 472,159
11,820,228 1214362 2,143,728 15178318 | -
Operating profit ' 899,082 179,640 103379 1,182,101
% Mainly routes between the PRC and Asian countries, the United States of America, Netherlands and Australia
(LossY/gain on sale of fixed assets
{Loss)¥gain on sale of fixed assets represents: .
Note 2001 2000
RMB 000 RME'000
Airerafi . {a) 59,855 377.817
Staff quarters ) (110,723) -
Flight equipment and others 50213 $:220)
(55,889) 372,59

(a) Pursuant to certain sale and leaseback arrangements, the Group sold two Airbus 320-200 airceaft and four Boeing 757-200 aircraft respectively during 2001 and 2000 to
independent thisd parties and then entered into operating leases with such parties (o lease back the aircraft for a period of seven to eight years. For the year ended 31 ¢
December, 2001, the Group recognised a profit of RMB59,855,000 (2000: RMB377,817,000), being the excess of the sale proceeds which approximated the ancmft's fair §7.
valve on the date of disposal, over the aircraft's net book value and related disposal costs. E

b} In accordance with a comprehensive services agr (the “Services Agr ™) dated 22 May, 1997 between the Company and the SA Group, the SA Group agrees to
provide adequate quarters to eligible employedz of the Group 25 and when re required. In return, the Group agrees to pay a fixed annual fee of RMB85,000,000 to the SA Group
for a ten-year period cffective from 1 January, 1995 -
During the year, the Group provided additional quanm at its own expense to tertain employees who are not eligible for quarters pursuant to the Services Agreement. These |
quarters were provided to the respective employees in accordance with the relevant PRC housing reform policy. The excess of the cost of these additional quarters over the’
considerations received by the Group from the employces of RMBI110,723,000 was charged o expenses for the year.

Profit before taxation 2nd minority interests

2001 2000
RMB'000 RMB000
Profit before taxation and minonity inferests is armived af after charging:
Operating expenses .
Jet fuel : 3,548,860 3,240,129 -
Aprcrafi maintenance . . . 1,844,836 1,602.235
Routes 4,104.870 3.659312
Depreciation . .
owned assets . : 1.260.020 1.238.465
assets held under finance leases - 542,442 606,814
Arportisation of deferved expenditure 12,512 13510
Operating lease charges . :
aircraft and flight equipment 1,912,832 1615574 1
land and buildings - 91,857 97,551 - |
Staff casts
salaries, wages and welfare 1.272.249 1,139,808
contributions to retirernent schemes 77,833
Office and administration E 472,613
Auditors’ remuneration ) 7,400

Other L 330,661

15,478,985

Inrerest expense
Tnterest on bank and other loans wholly repayable within five yean 148,554

Interest on other loans 169,703
Finance charges on obligations undcr finance luse: 620,687
Less: borrowing costs capitalised $5.227)

Net interest expense 9337117
and aftes crediting: RS
Aircraft lease income 65,486

Amontisation of gains on sal¢ and leaseback tmnSacnons
Dividend income from unlisted investments

15379
12704,

Taxation
Taxation in the consolidated profit and loss account represents: -

PRC income tax

. Share of taxation of iated jes and jointly

Deferred taxation expense
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Pursuant to the income tax rules and regulations of the PRC, 1he Group is liabie to PRC income tax af a rate of 33%.
o respect of the Group’s overseas aidine activities, the Group has eithes obtained cxemptions from overseas taxation pursuant to the bilateral aviation agreements bclween the PRC
government and the relevant overseas governments, of has sustained tax losses in these overseas jurisdictions. Accordingly, no provision for overseas lax has been made fos the
periods presented.
Deferred tax is provided using the balance sheet liability method on all temporary differences between the carvying amounts for financial reporting purp and the used for
taxation purposes, except differences relating to the initial recognition of assets or liabilities which affect neither accounting nor taxable profit/toss. The tax value of losses expected
to be available for utilisation against future taxable income is recognised as a deferred tax asset and offset against the deferred tax liability attributable to the same Jegal tax unit and
jurisdiction. Net deferred tax assets are reduced 1o the exteit that it is no Jonger probable that the related tax benefit will be realised.

7 Basic earnings per share
The calculation of basic eamings per share is based on the consolidated profit altributable to shareholders of RMB340,225,000 (ZOOO RMBS501,771,000) and the weighted average
number of shares in issue during the year of 3.374.178,000 (2000: 3,374,178.000).

8 Dividends
No interim dividend was paid during the ycar ended 31 December, 2001 (2000: Nil).
Pursuant o a resolution passed at 2 directors” meeting on 12 April, 2002, 2 final dividend of RMB0.02 (2000: Nil} per share totalling RMB67,484,000 (2000: Nit) was proposed for -
shareholders’ approval a1 the forthcoming annual general meeting. This final dividend proposed after 31 December, 2001 has not been recognised as a lability at that date,

9 Reserves .
Statutory Statutory public Discretionary
surplus reserve welfare fund surplus reserve
(note a) (note b) (note ¢}
RMB 000 RMB'000 ° RMB'000
Balance at 1 January, 200t 381,216 . 219.877 63,852
. Transferred from consolidated profit and loss account 10,651 5,563 T60I5
Balance at 31 Decemnber, 2001 . 391,867 225,440 69,867

(a) According to the PRC Company Law and the Articles of Association of the Company and certain of its subsidiaries, the Company and the relevam subsidiaries are required
to transfer 10% of their annual net profits after taxation, as determined under relevant PRC accounting regulations, to a Statutory surplus reserve until the reserve balance
reaches 50% of the registered capital. The transfer to this reserve must be made before distribution of a dividend to shareholders.

Stagurory surplus reserve can be used to offset prior years' fosses, if any, and may be converted into share capital by the issue of new shares to sharcholders in proportion to
their existing shareholding of by increasing the par value of the shares currently held by them, provided that the balance after such issue is not less than 25% of the registered

. capital.
(b) According to the PRC Company Law and the Articles of Association of the Cnmpany and certain of its subsudlancs the Company and the relevant subsidiaries are required
10 transfer between 5% to 10% of their annual net profits after taxation, as d under PRC g regulations, to the statutory pubhc welfare fund. This fund can
only be utilised on capital items for the collective benefits of the Company's and the relevant subsidiaries’ employees such as the of dor ies, canteen and
other staff welfare facilities. This fund is non-distributable other than in liquidation. The transfers to this reserve must be made before distribution of a dividend to
sharehoiders.
(5] The usage of discretionary surplus reserve is similar to that of statutory surplus reserve.
10 Convenient translation . .
. . "The audited consolidated profit and Joss account has been prepared in Renminbi (“RMB™), the national currency of the PRC. Translations of amounts from RMB into Hong Kong
- N dollars ("HK$™) and United States dollars ("US$™) solely for the convenience of readers have been made af the vates of HK$1.00 1o RMB1.0606 and US$1.00 to RMB8.2766, being
the average of the buying and selling rates as quoted by the Peaple’s Bank of China at the close of business on 31 D 2001. No rep ion is made that the RMB amounts
could have been or could be converted into HKS o USS at these rates or at any other certain rates on 31 December, 2001 or on any other date. -
11 Supplementary information for North American shareholders .
Effects on consolidated profit atributable to sharcholders and sharcholders” equity of signi iff between AS and U.S. GAAP are summarised below,
: For the year ended 31 December,
2001 2000 . 2000
RMB 000 ‘RMB 000 US$ 000
* Consolidated profit atributable to sharcholders under 1AS 340,225 501,771 41,107
Approximate U.S. GAAP adjustments: . .
Sale and Jeaseback accounting 54,254 (281,101) 6,555 S
Capitalised interest 18,000 (11,300) 2175 . R
Reversal of additional depreciation arising from the revaluation of fizxed assets . 65,000 68,000 71,854 .
,  Deferied tax effects . (50369) 66,440 {6,086)
R Approximate lidated profit atirib 10 sharcholders under U.S. GAAP 427,110 343,810 51,605
Approaimate basic earnings per share under U.S. GAAP RMBO.13 RMBO.10 Usy0.015 .-
Approximate basic eamings pes ADS under .S, GAAP* RMB6.33 RMB5.05 US$0.765
*  Approximate basic zarnings per ADS is calculaied on the basis that one ADS is equivaleat to 50 H shares. e
. As of 31 December,
N . 2001 2000 2001
. RMB'000 . -..- RMB'000 - .- US$:000:>. ! :
Shareholders” equity under [AS - o e s 9221,663- ¢ . 8881438 . s L4185 . B
Approximate U.S. GAAP adjusiments: . i , R
Safe and feaseback accounting : - (486,325) (540,579) - (58,759) L N
Capitalised interest 412,494 394,454 49,838 N
Revaluation of fixed assets upon Reorganisation, net of depreciation - €253,348) (318,348) (30,610)
Deferred tax assct adjustihent on revaluation of fixed assets upon Reorganisation 80,888 115,993 9,773
Deferred tax effects 22933 38,197 277

Approximate sharcholders’ equiry vnder U.S. GAAP ) 8,998,305 - 8571195 1,087,198




REVIEW OF OPERATIONS

The following table sets forth certain financial information and operating data by geographic region for the years ended 31 December, 2000 and 2001:

For the year ended
31 December,
v 2001 2000
Traffic
Revenue passenger kilometres (RPKs) (milhon)
— Domestic 19,447 16,974
— Hong Kong regional . . 1.060 1.074
— International 4,550 3,605
Total . 25,057 21,653
Revenue tonne kilometres (RTKs) (million)
— Domestic 2,217 1,941
— Hong Kong regional 105 107
— Intemnational 712 565
Total 3,034 2,613
Passengers carried (thousand)
— Domestic . 16,499 14,450
— Hong Kong regional 1,409 1,444
— Intemational ) 1213 957
Total 19,121 16,851
Cargo and mail carried (thousand tonnes)
— Domestic 348 308
— Hong Kong regional i4. 15
~— International 36 30
Total 398 353
Capacity
Available seat kilometres (ASKs) (million)
— Domestic 31,393 28,345
~— Hong Kong regional 1,690 1,744
— International . 6,981 . 5,742
Total 40,064 35,831
Available tonrie kilometres (ATKs) (million) R
— Domestic 3,622 3,322
~—- Hong Kong regional o 185 198
~ Intemational . ’ 1,317 . 1,087
Total ] 5124 - 4,607
Load factors
Passenger load factor (RPK/ASK) (%) .
— Domestic . 618 ' 599
— Hong Kong regional 62.7 7 61.6
— International - 652 - 62.8
Total : T625 L 60.4
i, Overall load factor (RTK/ATK) (%) .
— Domestic © 612 B 584
— Hong Kong regional . 56.8 54.0
. — Internationat 541 - 52.0
: 59.2 G - 567
i Yield
i Yield per RPK (RMB)

} — Domestic
{- — Hong Kong regional
~— International

Yield per RTK (RMB)

— Domestic

—~- Hong Kong regional

- International Co.

- Reer _ S
- 4 “Total number of aircrafi in service at year end
3 " Boeing . - S
;—9'Ai1:'bll's "
Overall utilisation Tate (hours per day) .
—Boeing e

— Airbus .-

| — Operating cost per ASK (RMB) .
- Operéling cod per ATK (RMBJ

3.02 3.04

2001 vs 2000

Increase/
(decrease)
(%)

146
(1.3)
262

15.7

142

(1.9)
26.0

16.1

142
(2.4)
268

135

13.0
(6.7)
200

12.7

103

Q.0
216

18

2.0
(6.6)
212

f.2

W=
(o0 @

52
4.0

A7
(1.6}

{1.2)
0.6

(8.8)
(3.6)

18

45
4.6

©0.7)
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The Group recorded a net pmﬁ! of RMB340 million for 2001, as compared to a net profit of RMB502 million for 2000. The Group's operating sevenue increased by

RMB1,702 million or 11.2% from RMB15,178 million in 2000 to RMB 16,880 million in 2001. Passenger load factor increased by 2.1 percentage point from 60.4% ¢
in 2000 to 62.5% in 2001. Passenger yield (in p ger revenue per RPK) decreased by 1.6% from RMB0.6! in 2000 to RMBO0.60 in 2001. Average yield (in traffic |
revenue per RTK) decreased by 3.6% from RMBS$.63 in 2000 to RMB5.43 in 2001. Operating expenses increased by RMB 1,483 million or 10.6% from RMB 13,996 .

roillion in 2000 to RMB15,479 million'in 2001. Of the increase in operating expenses, an approximate amount of RMB243 million was attributable to the increase

in ajrcraft repair and maintenance expense and the remaining amount of approximately RMB1,240 million was primarily due to operational growth. As operating
revenue increased more than operating expenses, operating profit increased by 18.5% from RMB1,182 million in 2000 to RMB1,40! miltion in 2001. The Group's
net non-operating expenses increased by 141.3%, from RMB251 million in 2000 to RMB605 million in 2001, mainly reflecting a drop in gain on sale of aircraft
under sale and leaseback transactions of RMB318 million and a loss on sale of staff quarters of RMB 111 million. Overall, the Group's net profit decreased by 32.2%,
from RMB502 million in 2000 to RMB340 million in 2001.

Operating Revenue

Substantially all of the Group's operating revenue is attributable to airline operations. Traffic revenue in 2001 and 2000 accounted for 97.5% and 96.9% respectively
of total operating revenue. Passenger revenue and, cargo and mail revenue accounted for 91.5% and 8.5% respectively of total traffic revenue in 2001. The balance
of the Group’s operating revenue is derived from commission income, income from general aviation operations, fees charged for ground services rendered to other
Chinese airlines that operate flights in and out of airports in Southern China (including the airports in Guangzhou, Shenzhen, Xiamen and Wuhan), air catering
services and aircraft lease income.

Operating revenue increased by 11.2% from RMB15,178 million in 2000 to RMB16,880 million in 2001. This increase was primarily due t0 a 13.6% rise in |

passenger revenue from RMB 13,255 million in 2000 to RMB15,056 million in 2001, primarily as a resuit of higher traffic volume. The total number of passengers
carried increased by 13.5% to 19.12 million passengers in 2001. RPKs increased by 15.7% from 21,653 milfion in 2000 to 25,057 million in 2001, primarily as a
result of an increase in passengers carried. However, passenger yield decreased by 1.6% from RMBO0.61 in 2000 to RMBO.60 in 2001, primarily as a result of a fall
in the average fares of international passenger traffic.

Domestic passenger revenue, which accounted for 80.1% of total passenger revenue in 2001, increased by 14.2% from RMB10,564 million in 2000 to RMB12,068

million in 2001. For the Group's domestic routes, passenger traffic in RPKs increased by 14.6%, while passenger capacity in ASKs increased by 10.8%, resulting in
a 2.0 percentage point increase in passenger load factor, or an increase of 3.3% from 2000. Passenger yield remained unchanged at RMBO.62.

Hong Kong passenger revenue, which accounted for 7.5% of total passenger revenue, decreased by 1.3% from RMB1,143 miilion in 2000 to RMB1, 128 million in
2001. For Hong Kong flights, passenger traffic in RPKs decreased by 1.3%, while passenger capacity in ASKs decreased by 3.1% resulting in a 1.1 percentage point
increase in passenger load factor, or an increase of 1.8% from 2000. Passenger yield remained unchanged at RMB.06.

International passenger revenue, which accounted for 12.4% of total passenger revenue, increased by 20.2% from RMB 1,548 million in 2000 to RMBI,860 million
in 2001. For intemational flights, passenger traffic in RPKs increased by 26.2%, while passenger capacity in ASKs increased by 21.6%, resulting in 2 2.4 percentage
point gain in passenger load factor, or an increase of 3.8% from 2000. Passenger yield decreased by 4.7% from RMB0.43 in 2000 to RMB0.41 in 2001, principally
as a result of larger fare discounts being offered on the long-haul flights, especially on the two new routes to Australia, with a view to establishing the market share.

Cargo and mail revenue, which accounted for 8.5% of the Group’s total traffic revenue and 8.3% of total operating revenue, decreased by 3.1% from RMB1 451
million in 2000 to RMB1,406 miltion in 2001. This decrease was primarily due to increased compettion in domestic and internationa} markets. In order to maintain
its market share, larger discounts were given by the Group, resulting in a drop of yield per RTK of 17.4%.

Other operating revenue decreased by 11.4% from RMB472 mitlion in 2000 to RMB418 million in 2001. This decrease was primarily due to a drop in aircraft Jease
income of RMB45 million.

Operating Expenses

Total operating expenses in 2001 amounted to RMB15,479 million, representing an increase of 10.6% or RMB1,483 million over 2000, primarily due to the
combined effect of the growth in operations and increases in operating lease rentals and repair and maintenance expenses. Total operating expenses as a perceniage
of total operating revenue decreased from 92.2% in 2000 to 91.7% in 2001 as the increase in operating revenue exceeded the increase in operating expenses.

Flight operation expenses, which accounted for 44.6% of total operating expenses, increased by 13.0% from RMB$,109 million in 2000 to RMB6,906 million in
2001, primarily as a result of an increase in fuel costs, operating lease rentals, catering expenses, aircraft insurance costs and labour costs for flight personnel. Fuel
costs, which accounted for 51.4% of flight operations expenses, increased by 9.5% from RMB3,240 million in 2000 to RMB3,549 miltion in 2001 as a result of the
traffic capacity growth. Operating lease rentals increased by 18.4% from RMB1,616 million in 2000 10 RMB1,913 million in 2001, due primarily to the full year
effect of five Boeing 737-300/37K aircraft wet leased from Zhongyuan Atrlines commencing in 2000. Catering expenses increased by 14.5% from RMB484 million
in 2000 to RMBS554 million in 2001, reflecting primarily an increase in number of passengers carried. Aircraft insurance costs increased by 44.7% from RMB85
million in 2000 to RMB123 million in 2001, due largely 1o a rise in aircraft insurance premiums levied on PRC airlines by the People’s Insurance (Property)
Company of China as a result of the 911 incident. Labour costs for flight personnel increased by 14.1% from RMB576 million in 2000 to RMB657 million in 2001,
due largely to an increase in flight hours as well as an increase in bonuses for flight personnel.

Maintenance expenses which accounted for 13.0% of total operating expenses, increased by 14.6% from RMB1,759 million in 2000 to RMB2.015 million in 2001.
The increase was primarily attributable to a 15.2% increase in aircraft maintenance and repair charges from RMB 602 million in 2000 to RMB1,845 million in
2001, mainly as a result of the effect of fleet expansion in recent years.




Aircraft and traffic servicing expenses, which accounted for 14.8% of total operating expenses, increased by 11.0% from RMB?2,069 million in 2000 to RMBZ 298 ¢
million in 2001. The increase was resulted from a 10.3% rise in landing and nawgauon fees from RMB1,955 million in 2000 to RMBZ,157 million in 2001, as the
number of flights increased.

" Promotional and marketing expenses, which accounted for 10.0% of tota] operating expenses, increased by 11.8% from RMB1,378 million in 2000 to RMB1,541
million in 2001. The increase was due 10 a 11.2% increase in commission and bonuses paid 1o sales agents, which was resuhed from a rise in traffic revenue and
increased competition.

General and administrative expenses, which accounted for 5:9% of 10tal operating expenses, increased by 10.3% from RMBB0S million in 2000 10 RMB392 million 3
in 2001. This was mainly due 10 an increase in staff salaries and wc]fare benefits of 10.9% from RMB357 million in 2000 10 RMB396 million in 2001 and mcnased
scale of operations.

Depreciation and amortisation, which accounted for 11.7% of total operating expenses, decreased by 2.6% from RMB1,864 million in 2000 to RMB1,815 million
in 200}. This was primarily as a result of the disposal of four Boeing 757-200 aircraft and two Airbus 320-200 aircraft under sale and leaseback transactions in 2000
and 2001 respectively and full depreciation of certain old fight equipment during 200},

Optraung Profit

Operating profit increased by 18.5% from RMB1,182 million in 2000 to RMBJ,401 million in 2001, as opcralmg revenue increased by RMB1,702 rmlhon or 1} 2%
from 2000, whilc operating expenses increased by RMB1,483 million or 10.6% over the same period,

Non-operating Income/(Expenses)
Interest expense decreased by 13.1% from RMB1,074 million in 2000 to RMB934 million in 2001, mainly reflecting the scheduled debt repayments during the year.

Interest income decreased by 44.8% from RMB90 million in 2000 to RMB50 million in 2001. This was mainly attributable 10 a decrease in domestic deposil rates
as well as a fall in cash balances.

The Group recognised a net Joss on sale of fixed assets of RMB56 million in 2001, mainly resulting from the net effect of a Joss of RMB111 million on disposal of
staff quarters and a gain of RMB60 million on disposal of two Airbus 320-200 aircraft under sale and leaseback arrangements.

During 2001, the Group recorded a net exchange gain of RMB297 million predominantly due 1o its Japanese yen denominated borrowings as a result of the Japanese ¢
yen depreciation. Such amount comprised mostly vinrealised translation gains.

Taxation

The Group is subject 10 PRC income tax at 2 rate of 33%.

Taxalion expense decreased by 5.4% from RMB339 million in 2000 to RMB32) million in 2001, reflecting primarily a decrease in profi before taxation. A deferred
1ax asset of RMB176 million was recognised at 31 December, 2001 in respect of the unrelieved PRC 1ax Josses brought forward from prior years. Such 1ax Josses are
available for carry-forward to offset against future PRC taxable profits for a maximum period of 5 years.

Mibority Interests

Minority interests increased by 48.5% from RMB91 million in 2000 1o RMB135 million in 2001, primarily as a result of an increase in net profits of the Group's
Ajrline Subsidiaries.

DIVIDENDS
No interim dividend was paid during the year ended 31 December, 2001 (2000: Nil).

Pursuant 10 a resolution passed at a directors’ meeting on 12 April, 2002, a fina) dividend of RMB0.02 (2000: Nil) per share 1otalling RMB67,484,000 (2000: Nil}
was recommended to be paid to shareholders on the Registers of Members on 25 May, 2002, subject 1o shareholders” approval at the forthcoming annual general
meeting.

SHARE CAPITAL STRUCTURE

As at 31 December, 2001, the total share capital of the Company was 3,374,178,000 shares, of which approximately 65.2% (2,200,000,000 domestic shares) is held
by the SA Group and approximately 34.8% (1,174,178,000 H shares) is held by Hong Kong and overseas shareholders.

SUBSTANTIAL SHAREHOLDERS
As at 31 December, 2001, the following shareholders had an interest of 10% or more in the Company’s shares:

Approximate

' Percentage of the

Name - Number of Shares Total Number of Shares

SA Group 2,200,000,000 domestic shares 65.20%
"HKSCC Nominees Limited 1,145,217,999 H shares 33.949% ..

The following persons have informed the Company that the Company’s H shares held by them 2s at 31 December, 2001 in CCASS’s steck accounts of HKSCC
Nominees Limited were more than 10% of the total number of H shares issued by the Company.

Approximate
- Percentage of the
Name ’ ' _ ’ . Number of H Shares Tota) Number of H Shares
‘The Hongkong and Shanghai Banking Corporation Limited . 446,834,797 - 38.06%
CEF Brokerage Ltd : . ! 194,336,000 16.55%
Standard Chartered Bank - 156,831,432 13.36%

Save for the information disclosed above, as at 31 December, 2001, the Company is not aware of any interests which are reguired to be rtponed pursuant to Secuon
16(1) of the Secusities (Disclosure of Interests) Ordinance (Chapter 396 of the Laws of Hong Kong) (the “SD] Ordinance™).

PURCHASE, SALE OR REDEMPTION OF SHARES
Neijther the Company nor any of its sobsidiaries pm'thascd 30ld or redeemed any shares of the Company during 2001.
USE OF PROCEEDS FROM H SHARE OFFERING

As stated in the 2000 Annual Report of the Company, as of 31 December, 2000, the Company had RMB529 million remaining from the proceeds of the Company’s
initial public offering. During the year ended 31 December, 2001, RMB489 million of the remaining proceeds were used for the following purposes:

1. Approximately RMB478 million for the exercis¢ of puschase options on three Boring 757-200 aircraft; and
2. Approximately RMB11 million for various projects including the development of the cornputérised accounting system.

Consistent with the disclosure in the Prospectus of the Company dated July 1997, the Company intends to use the remaining proceeds of RMB40 million (held as at
31 December, 2001 as short-term deposits with Southern Airlines Group Finance Company Limited, a PRC authorised financial institution and an associated
company of the Group) for various projects, including the development of the compulterised accounting system.

PRE-EMPTIVE RIGHTS

Neither the Articles of Association of the Company nor the Jaws of the PRC provide for any pre-etnptive rights requiring the Company to offer new shares fo existing
shareholders in proportion to their existing shareholdings.

COMPLIANCE WITH THE CODE OF BEST PRACTICE

The Directors of the Company confirm that in the year ended 31 December, 2001, the Group was in compliance with the Code of Best Practice set out in Appendxx
14 of the Listing Rules issued by the Hong Kong Stock Exchange.




ited company incorporated in the People’s Republic of China with limited liability)

DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Directors. Supervisors and Senior Management of the Company as of the date of this announcement were as follows:

Name Age Position

Yan Zhi Qing 60 Chairman of the Board of Directors
‘Wang Chang Shun 45 Vice Chairman of the Board of Directors; President
Li Feag Hua 52 Director; Vice President _
Wang Shao Xi 61 Director

Zhang Rui Ai 61 Director

Zhou Yong Jin 59 Director

Xu Jie Bo 37 Director; Chief Financial Officer

Wy Rong Nan 60 Director

Simon To 50 Independent Non-Executive Director
Peter Lok 66 Independent Non-Executive Director
Wei Ming Hai 38 Independent Non-Executive Director
Liang Hua Fu -60 Chairman of the Supervisory Committee
Gan Yu Hua 74 Supervisor

LiQiHong 54 Supervisor

Jiang Ping 52 Vice President

LiKun 42 Vice President

Yuan Xin An 45 Vice President

Zheng En Ren 57 Vice President

Yang Guang Hua 49 Vice President .

SuLiang 40 Company Secretary

In an extraordinary general meeting held on 16 April, 2001, it was resolved that the resignation of Mr. Yu Yan En, Mr. Han Ma Zhang, Mr. Hu Yun Qi, Mr. Huo Di
An, Mr. Liu Wen Bo and Mr. Tong Kai Sheng as directors of the Company was approved. It was also resolved that Mr. Gao Shang Quan ceased as a director of the
Company upon expiry of his term of directorship. Mr. Wang Chang Shun, Mr. Zhou Yong Jin, Mr. Xu Jie Bo, Mr. Peter Lok and Mr. Wei Ming Hai were elected as
directors of the Company during the same meeting. In addition, Mr. Yan Zhi Qing, Mr. Li Feng Hua, Mr. Wang Shzo Xi, Mr. Zhang Rui Ai, Mr.Wu Rong Nan and
Mr. Simon To were re-appointed as directors of the company upon expiry of their respective term of directorship.

M. Yan Zhi Qing and Mr. Wang Chang Shun were elected as the chairman and vice chairman of the Board of Directors of the Company respectively at the meeting
of the Board of Directors on 17 April, 2001. Mr. Xu Jie Bo was appointed as the chief financial officer of the Company following the resignation of Mr. Liu Wen Bo
during the same meeting.

On 12 Aprit 2002, the Board of Directors by resolutions appointed Mr. Yuan Xin An, Mr. Zheng En Ren and Mr. Yang Guang Hua respectively as Vice President of
the Company.

. EQUITY INTERESTS IN THE COMPANY HELD BY THE DIRECTORS AND SUPERVISORS
"A% at 31 December, 2001, none of the Directors or Supervisors of the Company held any interest in the Cornpany or any associated corporation of the Company,

which is required to be notified to the Company and the Hong Kong Stock Exchange pursuant t6 Section 28 ofrhe SDI Ordinance, or which is required, pursuant to
Section 29 of the SD1 Ordinance, to be entered in the register of the Company.

SERVICE CONTRACTS OF THE DIRECTORS AND SUPERVISORS

All Directors and Supervisors of the Company have entered into service contracts with the Company for a lerm of three years commencing on 16 April, 2001. Except
for such service contracts, none of the Directors or Supervisors of the Company bas entered or has pmposed to enter into any other service contract with the
Company or its subsidiaries. None of the Directors or Supervisors and the Company has entered into any service contract which is not determinable by the Company
within one year without payment of compensation, other than statutory compensation.

INTERESTS OF THE DIRECTORS AND SUPERVISORS IN CONTRACTS

In 2001, none of the Directors and Supervisors of ihe Company had a material interest in any contract of significance to which the Company or any of its subsidiaries
was a party.

COMPREHENSIVE SERVICES AND EMPLOYEE BENEFITS

The Company and the SA Group have entered into a comprehensive services agreement (the “Services Agreement™) dated 22 May, 1997. The SA Group shall
receive certain fees for providing or causing to be provided to the Group and its employees certain services in relation to employee housing and welfare benefits for
a term extending from 22 May, 1997 10 31 December, 2006. i . .
With respect to employee housing services, the Services Agreement provides that the SA Group shall sell or rent housing to eligible employees of the Group at lower
than market price. As the housing is sold or rented below cost and the construction costs of the leased housing were onginally paid by the SA Group, the Company
shall pay the SA Group RMBSS million per year, payable quarterly in arrears, for a term of ten years from 1995 to 2004.

In September 2000, the PRC Government issued a notice outlining its reformed policies ovér the’ provision of stalf housing benefits by PRC ¢ ememnses The notice
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provides that one-off lump sum cash allowances shall be paid to employees who were eligible for quarters as al 31 December, 1998 but are not allocated with o date. -
The notice further provides that in future, monthly cash allowances shall be paid in replacement of the allocation of staff quarters 1o new employees and those
employees who were not eligible for quarters as at 31 December, 1998. Detailed timetable and procedures for implementing these policies are to be determined by
the provincial or municipal governments based on their respective circumstances.

As of the date of this announcement, the Group has not yet formulated the one-off lump sum cash allowance policies. The Group anticipates that a revision of its
existing Services Agreement With the SA Group may be necessary in order to accommodate with the new housing benefit regulations to be effective in the relevant
provinces or municipals. However, based on its preliminary evaluation, the Group does not anticipate that the revision of the Services Agreement with the SA Group
will have a significant adverse impact on the Group's results or financial position in the foresecable future.

In addition, pursuant 1o the Services Agreement, the SA Group sha)) provide pension fund services 10 the Group, and provide medical bcn:ﬁts and cenaip related

services to the Group's staff. As regards pension benefits, the Company has agreed to pay the SA Group: N

1. an amount equivalent 10 13% 10 17% of the annual aggregate wages of the employees of the Group in the previous year as ils contribution under several
setirement pension schemes organised by the PRC Government, which the SA Group has undertaken to submit to the Social Insurance Burean of the
respective provinces in which the Company operates. The schemes will pay pension benefils to retired employees of the Group. The contribution percentages
are fixed by the PRC Govemnmenl and jointly approved by the relevant labour and finance administrative agencies of the PRC Government. No fee or charge
shall be payable by the Company to the SA Group;

2. an amount equivalent to 4.5% of the annual aggregate wages of the employees of the Group in the previous year as its contribution bnder the supplemental
pension scheme organised by the SA Group. The scheme will pay pension benefits 1o retired employees of the Group. In addition, the Company shall pay a
management fee 1o the SA Group for administering the supplernental pension scheme; and

3. fixed annual fees for providing post-retirement medical and other welfare benefits to the current and future retirees of the Group from the effective date of
the Services Agreement to 31 December, 2006.
DESIGNATED DEPOSITS AND OVERDUE TIME DEPOSITS
As at 31 December, 2001, the Group’s deposits placed with financial institutions or other parties did not include any designated deposits, or overdue time deposits
against which the Group fajled 10 receive repayments.
MATERIJAL LITIGATION
The Group was not involved in any matenia] litigation or dispute in 2001,
By Order of the Board of Directors
Yan Zhi Qing
Chairman of the Board of Directors

The annual report of the Group for the year ended 3] Decernber, 200 conlaining all the information required by paragraphs 45(1}10 45(3) of Appendix 16 o/ the L:snng Rules will be published
on the Hong Kong Stock Exchange’s website within four months afier the yeor ended 31 December, 2001,

Guangzhou, the PRC

12 April, 2002

NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the 2001 Annual General Meeting (“*AGM™) of China Southern Airlines Company Limited (ihe “Company™) will be held at the
Company’s headquarters at the Guangzhou Baiyun Internationa) Airport in the PRC a1 9:00 a.m., on Tuesday, June 18, 2002 to consider the following businesses:

I To consider and approve the Report of the Directors for the year 2001;
2. To consider and approve the Report of the Supervisory Committee for the year 2001;
3. To consider and approve the andiled consolidated financia) statements for the year 2001;
4. To consider and approve the proposals on dividend distribution and profit appropriation for the year 2001;
5. To consider and approve the reappointment of KPMG as the interational auditors and of KPMG Huazhen as the PRC auditors of the Company for the year
2002 and to authorise the Directors 10 fix the remuneration thereof; and X
6. To consider other matters, if any.
By Order of the Board of Directors
N Su Liang
Company Secretary
Guangzhou, the PRC
April 12, 2002
Nores:
1 Eligibility for Attending the AGM

Sharcholders of the Company who are registered on ihe registers of sharcholders of the Company at the close of business on May 17, 2002 (“Eligible Sharcholders™) shall have the
right 1o attend the AGM after completing the required registration procedures.

2. . Registration Procedures for Attending the AGM

i) Eligible Shareholders mlcndmg to anend the AGM either in person or by proxy must deliver to the Company, on or before May 28, 2002, either in person, by post or by fax,
areply slip for attending the AGM. .
() Rolders of H shares of the Company who are Eligible Shareholders and imend to attend the AGM and be listed on the distribution list for final dividends must deliver teis

instruments of transfer together with the relevant share centificates to Hong Kong Registrars Limited (*HKRL"), the registrar of H shares of the Cumpany, ator bcfort .00
p.m. on May 17, 2002.

(3in) The register of H shares of the Company will be closed from May 19, 2002 to Jupe 17, 2002 {both days inclusive), during which period no transfes of H shares will be

registered.
() ‘When attending the AGM, a shareholder or his proxy shall produce proof of identity. ¥ a corporate sharcholder appoints its legal represeniative 10 atiend the meeting, such
legal rcprescmanvc shall produce proof of identity together with a notarised copy of the resolution of the Board of Directors or other g ing body of such sharehold
PP such Jegal rep ve to aitend the mecting or Jetter of authorisation.
3. Appointing Proxies
4] An Eligible Sharcholder has the right to appoint one or more proxies 1o attend the AGM and vote on his bebalf by completing a form of proxy. A proxy need pot be a
shareholder.

(i) A form of proxy shall be used by an Eligible Shareholder or his attomney to appoint 2 proxy. I the proxy is appointed by the shareholder’s attorney, the power of atierney or
other authorisation document(s) authorising such altomey 10 appoint the proxy must be notarised.

(i) To be valid, the notarised power of atiorey or other authorisation documenl{s), together with the proxy form(s), must be delivered, in the case of ho)dcxs of domestic-
invesied shares, 1o the Company and, i the case of bolders of H shmloHKRL,nmkssthanlébmbdonmcnm designated for the holding of the AGM.

- 4, Miscellapeous

@) The AGM is expected to last not more than one day. Shareholders who afiend shall bear their own ua-ve]h'ng and accommeodalion expenses.
[5) Hong Koﬁg Registrars Limited is Jocated at:
2/F, Vicwood Plaza
199 Des Voeux Rozd Central
Hong Kong
(1) The registered address of the Company is:
Baiyun International Airport
Guangzhou 510405
PRC
Telephone No.: (+86) 20-8612 4738
Facsimile No.: (+86) 20-8665 9040
Website: www,cs-2ir.com
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Attn: Business Editor

[For Immediate Release]

China Southern Airlines Announces 2001 Annual Results

Operating Revenue Rises 11.2%

» Total operating revenue increased by 11.2% to RMB 16,880 mullion.

» Passenger revenue increased by 13.6% to RMB15, 055 million.

« Profit attributable to shareholders amounted to RMB340 million. (2000:
RMB502 million)

» The Board of Directors recommended a final dividend of RMBO0.02 per share
(tax inclusive). (2000: Nil)

(Hong Kong, 14 April 2002) — China Southern Airlines Company Limited (“China
Southern Airlines” or the “Company”) together with its subsidiaries (collectively, the
“Group”) announced the audited consolidated results of the Group for the year ended
31 December 2001 (“the Year”), prepared in accordance with International
Accounting Standards (“IAS”). The Group’s total operating revenue increased by
11.2% year-on-year to RMB 16,880 million in 2001. Profit attributable to shareholders
was RMB340 million in 2001, a decrease of 32.2% when compared to
2000. Basic earnings per share was RMBO0.10 in 2001 as compared to RMBO0.15 in
2000. The Board of Directors of the Company recommended the payment of a final
dividend of RMB0.02 per share (tax inclusive).

The increase in operating revenue represents a greater demand for aviation services in
2001. The Company’s operating revenue was mainly derived from passenger traffic
and cargo and mail traffic. During the Year, passenger revenue increased by 13.6%
from RMB 13,255 million in 2000 to RMB15,055 million in 2001. The total number
of passengers carried increased by 13.5% to 19.12 million in 2001. Cargo and mail

carried (in terms of tonnes) increased by 12.7% to 398,000 tonnes.
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China Southern Airlines Announces 2001 Annual Results...P.2

Total operating expenses increased during the Year, mainly due to the combined effect
of the growth in operations and increase in operating lease rentals. During the Year,
the operating lease rentals increased by 18.4%, primarily due to the full-year effect of
five Boeing 737-300/37K aircraft wet leased from Zhongyuan Airlines commencing
in 2000. As a result of the 911 incident, aircraft insurance costs increased by 44.7% to
RMB123 million. However, total operating expenses as a percentage of total
operating revenue decreased from 92.2% in 2000 to 91.7% in 2001 as the increase in
operating revenue exceeded the increase in operating expenses, resulting in an

increase of 18.5% in operating profit to RMB1,401 million in 2001.

The Company’s Chairman Mr. Yan Zhi Qing said, “The continued high prices in jet
fuel and keen competition in the local aviation market have presented great challenges
to our operation. The Group’s management took active measures in optimising its
traffic capacity, thus raising the Group’s aircraft daily utilization rate by 4.6% to an
average of 9.1 hours per day. As such, the traffic capacity of the Group has been
adequately enhanced without substantially increasing the number of aircraft,
warranting an increase of traffic revenue. Although the Group has faced tremendous
pressure from high fuel prices for the past two years, the operating cost per unit of
available tonne kilometre remained unchanged in 2000 and decreased by 0.7% in
2001. This demonstrated that the Group managed to improve its management quality

and achieved its target of cost control.”

Looking towards the future, Mr. Yan said, “2002 is a year of challenges and hopes.
The PRC’s entry into the World Trade Organization attracts investors from all over the
world to China to explore business opportunities. The Group will, in the second half
of 2002, take delivery of two new Boeing 747-400 freighters to cope with increasing

demand for aviation logistics as a result of the boost in international trade.”
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“In the meantime, we have increased the frequency of our flights to and from Korea
and Japan, in response to the 2002 FIFA World Cup to be held in these two countries
and the passenger traffic growth resulted. With a view to expanding our route network
and increasing our market shares, we will continue to take every opportunity to

enhance cost controls, further improve our management and deliver better service.”

The Group continues to rank first among Chinese airlines in terms of volume of
passenger traffic, number of scheduled flights per week, number of hours flown,
number of routes and size of aircraft fleet. As of the year end of 2001, the Group
owned 111 aircraft and operated 385 routes, of which 320 were domestic routes, 22
were Hong Kong regional routes and 43 were international routes. The number of
hours flown was 365,000 and the total revenue tonne kilometres were 3,034 million.
Total number of passengers carried was 19.12 million, approximately accounting for a

quarter of the total passengers carried in the aviation industry in the PRC.

-ENDS-

Encl. Consolidated Profit and Loss Account

For enquiries, please contact:

Mr. Su Liang Ms. Christy Lai / Ms. Edith Lui
China Southern Airlines Rikes Communications Limited
Tel: (8620) 8621 4738 Tel: (852) 2520 2201
Fax: (8620) 8665 9040 Tel: (852) 2520 2241

E-mail: suliang@cs-air.com




China Southern Airlines Company Limited

For the Year Ended 31 December 2001
Consolidated Profit and Loss Account

Traffic revenue:
Passenger
Cargo and mail

Other operating revenue
Total operating revenue

Operating expenses:
Flight operations
Maintenance
Aircraft and traffic servicing
Promotion and sales
General and administrative
Depreciation and amortisation
Other

Total operating expenses
Operating profit

Non-operating income/(expenses):

Share of associated companies’
results

Share of jointly controlled
entity’s results

(Loss)/gain on sale of fixed assets

Interest income

Interest expense

Exchange gain, net

Other, net

Total net non-operating expenses

Profit before taxation and minority
interests
Taxation

Profit before minority interests
Minority interests

Profit attributable to shareholders

Basic earnings per share

2001 2000 2001
RMB’000 RMB’000 HKS’000
15,055,496 13,254,714 14,195,263
1.406,036 1,451,445 1,325,699
16,461,532 14,706,159 15,520,962
418,126 472,159 394235
16.879.658 15.178.318 15,915,197
6,905,628 6,109,021 6,511,058
2,014,579 1,758,581 1,899,471
2,297,521 2,069,114 2,166,246
1,540,780 1,377,682 1,452,744
892,233 809,225 841,253
1,814,974 1,863,789 1,711,271
13.270 8.805 12.512
15.478.985 13,996,217 14.594.555
1,400,673 1,182,101 1,320,642
53,077 45,949 50,044
(4,034) — (3,804)
(55,889) 372,596 (52,696)
49,878 90,283 47,028
(933,717)  (1,074,236) (880,367)
296,777 318,502 279,820
(11.509) (3.965) (10.850)
(605.417) (250.871) (570.825)
795,256 931,230 749,817
(320.519) (338.907) (302.205)
474,737 592,323 447,612
(134.512) (90.552) (126.827)
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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 SQUTHERN AIRLINES COMPANY LIMITED

By

ame Su Liang
Title: Company Secretary

Date: April 19, 2002




