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13" March 2007

By Registered Airmail ‘

Securities and Exchange Comm1351on
Division of Corporation Finance

Washington, DC 20549

sas ' SUPPL

Dear Sir/Madam, f T

| ' ‘
Cathay Pacific Airways Limited (the “Company”) |
File No. 82-1390

i

Pursuant to our obligation under Rule 12g3-2(b) of the; Secunties and
Exchanges Act of 1934, we are pleasrt:d to enclose herewith a copy of; the Company’s
announcement published today in The IStandard for your record. |
|

Yours faithfully, j
For CATHAY PACIFIC AIRWAYS LIMITED

| o
PROCESSED AL a&

. MAR 23 2007 ‘ David Fu |
5 THOMSON ' Company Secre;tary: ‘
FINANCIAL | | ]

we \ I . |

'

~c.c.t Judy Kang, ADR Relatlonsh1p|Management - Asna/Pac:lﬁc The Bank of New

York (w/e, by e-mail: Judykang@bankofny com) 1
Ms. Irene Fung, Vice President, The Bank of New York, HK. (wlf’e, by hand)
!
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(Stock Code: 293) ‘ ! ; .

' . Announcement : | )

Continuing Connecied Transactions with DI—IL|

’ ' . i o t
i . i Independent financial adviser: Commerzbank AG 1 .
Reference is made to the Company's announcements dated 17th Qctober 2002 and 27th June 2005 and circular to ahareholders dared 12¢th July 2005 regarding the
Transactions pursuant ro che Services A;rummh ' ' -
N .
For actting the annua! caps of the Transactions from 2007 enwards, the Company is required ro comply with the ans porting and sharchaldérs” approval
requirements under Rule 144,35 of the Listing Rulex 1 | )
The Compary haa obtaincd wiinen approval from a chosely allied group of shareh An application has been sabmitred to the Stock Exch for granting a waiver
1o the Cnrnpany from the requirement 5 hold a general mesting to appeove the annual caps. : | .
|
Ac:m:.l:r conmmng the pamculan of the Scn-ces A t, a kettex Irom the B dent Board C and a kenies from the Independent Financial Adviser will
a5 %000 15 P - - l o I! X
Backgroond ° 1 to convene 3 general meenns pursusnt ¥o Rule 14A.18 of the Listing Rules. An

Reference it made to the Company’s announcements dared 17th Ocrober 2002and

2%:h June 2005 and circelar (o sharcholdees dated 12th July 2005 regarding the
Teansactiona relating to the Services Agreement berween AHK and DHL dated 171h
October 2002, as bsequently amended, purmant to which AHK peovides o DHL
the Services in respect of the sale of space on certain cargo services operated by AHK
in the Asian region for the carriage of DHLUs air express materials.

The terms of the Services Agreerment ace consistent with normal business practices.

. Payment ia made in eash by DHL to AHX .pin.ll invoice presented mm.m, within

30 days from the date of receipt of the invoice.
The term of the Services Agreement is for the p:nud from 17th chber 200t 0

" 31u December 2018, with an optien excrcisable by DHL to extend beyond 11at
Dw:mbe.r 2018 for a period to be agreed by the panies. T may be terminated before

of the full term in certain including upon material default
b,- 4 party and continuing force maprure,

" . "I Direcrars consider that the term of the Services Agreemen, being mose than

three years, is of normal business praciice due co AHK's significant investment iy
acquisition of freighter aircraft, which are depreciated over ar Yast 10 years, for
provision of the Servics, The Independent Financial Adviser has confirmed in the
Company's circutar to sharcholders dated 12th July 2005 irs view that the term of
the Services Agreement, being more than 3 ruu. is of nom:l business yr:cua and
thas the rerms of the Services A (a3 ded), ita term and
the annual caps for 2005 and 2006 are fair and zeasonable and arc in the nscrcats
of the Company and the Shareholders as a whole.

‘Fhe annual caps -

The annual caps for the Scrvices Agreement have becn determined by reference 1o
the acrual amount of the Transactions in the four years ending 31 December 2006
set out below, to which a cuthion has been added to provide Bexibility For possitke
changes in the level of Services associated with the growth in AHK's sircraft fleer.
In 2006, AHK took delivery of 2 Airbas A300-600F freighters and increased its fleer
size from € to B such freighrers. The full year cffect of the sasociated growth in the
capacity of the Services will be reflected in 2007. 1n addition, an sverage 7.84%
anoual increment on the sanual capa provides 4 ceasanable bulfer for possible
changes in the kvel of Scrvices amaciated with the growth in AHK's aircraft fleer.
©On the basis of the prices negotisted at an arm's length with DHL in sespect of
the capacity to be provided For the Services, the Directors estimate that the annual
«aps of the Transactions for the years coding 32« Decenber will not !R‘ﬁd the
amonts sct out below:

2002 2000 1004 2005 2006

{HK$ million) . Acnual  Acrual  Actual  Acrual  Actoal
Services . ! 43 322 713 1,167 1,36%
. | .
2007 2008 2009 2010 2011 '20!2
HKS million) Cap - Cap Cap  Cap | Gap -
Services 2210 2470 L2730 1,590 3250 JSID
- . L3 N

2013 2014 2015 2016 2017 2018

THKY million) ) Cap  Cap - Cap  Cap Gap  Cap
B

3,770 4010 42% 4,550 4,810 5,070

Reasons for, and benefits of, the Transactions

The provision of air cargo capacity 1o DHL is part of the normal commercial
sctivity of the Company and AHX in the ordinary and nocmat course of their
businces that makes substantial covrribusion to the Cmnpaxly"t and AHK" reveaue
and pmﬁuhllry. .

Connccunn berween the pacties
DHL i & connected person of the Company beuuu of ity 40% arczibutable interest
in the Company's subsidiary AHK. |

Compliance with Listing Rules

As the bighest of the relevant percenitage rarios a1 deéned under Rule £4.07 of
the Listing Rules (other chan the profits ratio) in reapect of the Transactions will,
on an annual basis, be oore dun 2.5%, the Company has to comply with the

ant and sharcholders’ approval requis under Rule
14A.35 of the Listing Rules.

- Commerzbank AG hu be:n appoqmcd 2% independﬂll Financial Adviser to advise

the Indepénd and the Sharebolders on the annnal caps of
the Transactions, wiudl art subject 10 independent sharcholdees' approval. The
Company has received written approvat from a closely allied group ¢f shazeholders,

Swire and CITIC which curready com 1,572,332,028 sharrt {19.94%) and
607,895,261 shares (17.4%) respectively of the total inmed chare capital of the
Company. Swire and CITIC are parti¢t 1o the shareholders agreament in relation
to Cathay Parific referred ta sn the Company’s announcement dated 8th June 2006.
Mo sharvholder would be requiced to abstsin from voting il the Company were

Directors

has been submitted to the Siock Exch for granting a waiver to the
Cumpmy from the requirement to hold a general metting 10 approve the anoual
caps of the Transactions.
A circular containing the particulars of the Services Agreement, a lerter from the

Independem Board Comunittee and a lerter from the Indqxndmt Financial Advises

will be dispatched to Sharehn!den a5 sgon as practicable. .

The Company will comply Witk the continuing obligations under Rules 1443741
of the Listing Rules and will re-comply with the refevant Listing Rules after 31a¢
December 2018 oz if the :nnualcapsm exceeded ar when there is 3 material change
13 che 1erms of the S:nmnl.\grevcm

Opimson of the Direcrors. N,

The Dm-cmﬂ.lrx]udmg thé mxhpmdzm non-¢xecusive Directors, consider that the
erma of the Services Agreement, as mbuquently amended, are Fair and reasonable
and in the intezests of the Company and izt thareholders as a whole #nd have been
negotisted on an arm’ length basis in the vaual and ordinary covrsc of businem,
on normal commercial terms 2nd on tesms no more favousable to DHL than those
which the Company would offer t parties which are B0t connected persons {as
defined under the Listing Ru]u) of the Compinr

! )
|

As at the date of this announcement, the Directors of the Company arr:

Exccutive Directors: (}nmwphrr Pratt (Qu:rman], nobm Atkinson, Fhilip Chen,

Augusrus Tang and Tony Trler; )

Non-Cxceusive Dirccio.. Martin Cublan, Henry fao, Davy Ho, Jatcs Hughes-

Halletr; Li [iaxiang, Vernon Moare, Robert Woods, Zhan]; Lan md l.nlu Chang,

{Alternate Director to Hm;y Fan); and i

Indcpendent Non-] bu:vmnre Dm.-ﬂnw P:(:r Lee, !l:rmund 0:. Ja:l: So and Tung

Ches Chen. I .

Defirritions N i, .

“AHK* | AHKMHnrgKmslmd,mdw%hyﬂﬂCunpmyﬂd

40% by DHL, 1he pnnnpal activity of which is the openuon

- of carga aicline s:nm

“Catbay Pacifc™ - Cathay Pacific Airways Limited, the prum]nl activity of which

or *Company® s e op:nuon of scheduled airlive services.

';CI'IIC' . CITIC Pacific mecd,acompsur incmirporared in Hong Kong
. and lur.ed on the Stock Exchange.
“DHL" DHL i ional GmbH (F Iy DHL ional
Limited), the principal activity of which iv the provwnn of
u!nemnom] :xprux distribution m
“Directors™ The d.lmmn of che Cnmpany
“Independ: Aninde icsee of the Board of Directoes comprising

Buur«ijwﬁqu Pecer Les, R-mmd Oc, Jack So and Tung Ches Chen, all of
whom ace independent non-executive Directors. .

*Indcpendest Commersbank AG.}
Financial Advisa™
“Listing Roles™.  The Ru]e: Guvunm; the bmng u! Sucmun o m “Srock
]‘.:nd\ug

"Services” mmmnmmp«tnhheuhdlpu:mmum
um:unpcrsrrdh, A}ﬂ(mtbe.\suntepm!nrdunmm
of DHL‘- air express materials.

“Sarvices Agreemens” The services : w|mmxmdnmamd 17th
October 2002, a1 subsequently amend

Chy holdare™ The PUTRRT) nJCll.hayPaﬂﬁr.

“Stack Exchamge™ The Stock Exchange of Hong Kong |Limised

“Swire” Swize Pacific Limited, » comparty incorporated in Hong Kong
and listed on che Stock Exchangs. :

*Transactons™ The provision D!lheStfv!cﬂhyAHK(nDlenumDolbe

By Ordes of the Bosd ! i o ’
Cathay Pacfic Airways btmed | E ND
David Fu . b .

B

i .

Hong Kong, 12th March 2007




