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the Company for your record:

(1) A copy of announcement published today in The Standard;
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(3) Form of Proxy.
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Thursday, May 31, 2007 The Standard

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
anunouncement, makes no representation as to its accuracy or completeness and expressly
disclaims any liability whatsoever for auy loss howsoever arising from of in reliance upon
the whole or any part of the contents of this announcement. -

CATHAY PACIFIC AIRWAYS LIMITED

{Incorporated in Hong Kong with limited liability)
{Stock Code; 293}

Notice of Extraordinary General Meeting

NOTICE 1S HEREBY GIVEN that an Extraordinary General Meeting of the
shareholders of Cathay Pacific Airways Limited will be held at the Pacific Place
Conference Centre, Level 5, One Pacific Place, 88 Queensway, Hong Kong on
Friday, 29th june 2007 at 10:00 a.m. for the purpose of considering and, if
thoughe fit, passing, with or without modifications, the following resolution as
an ordinary resolution: :

ORDINARY RESOLUTION .
THAT the entering into of the Framework Agreement by the Company {a copy of

which agreement has been produced ta the meeting and signed by the chairman of .

-the meeting for the purpose of identification), its term, the Transactions and the
annual caps set out below be and are hereby approved {terms defined in the circular
to sharchalders of the Company dated 31st May 2007 having the same meanings
when used in this resolution}:

2007 2008 - 2009 2010 2011
(HKS$ million) ~ Cap . Cap Cap Cap Cap
Services 3,000 3,300 3,630 3,993 4,393

2012 2013 2014 2015 2016
{HK$ miflion} Cap Cap Cap- Cap Cap
Services 4,832 5,315 5,846 6,431 7,075

By order of the Board
David Fu

Company Secretary : .

Hong Kong, 31st May 2007

Notes:

1. ‘Any member entitled 1o artend and vore at the meeting convened by the above
notice is entitled to appoint one or more proxies to attend and, on a poll, vote
instead of him. A proxy need not be a member of the Company.

2. All proxies must be deposited with the Registrars, Computershare Hong Kong
Investor Services Limited, 18th Floor, Hopewell Centre, 183 Queen's Road East,
Hong Kong, not less than 48 hours before the time appointed for the meeting
or any adjourned meeting thereof.

3. The vote at the Extracrdinary General Meeting will be taken by poll.

4. As at the date of this notice, the Dirdctors of the Company are:

Executive Directors: Christopher Pract (Chairman), Robert Atkinson,
Philip Chen, Augustus Tang and Tony Tyler; .

Non-Executive Directors: Martin Cibbon, Henry Fan, Davy Ho, James Hughes-
Hallew, Li Jiaxiang, Vernon Moore, Robert Woods, Zhang Lan and Leslic Chang
(Alternate Director to Henry Fan); and .

Independent Non-Executive Directors: Peter Lee, Raymond Or, Jack So and
Tung Chee Chen.

5. The circular to shareholders is also available on the Company’s website:
htrp:/'www.cathaypacific.com.

mom: {4l CATHAY PACIFIC




THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this circular, or as to the action to be taken, you
should consult a licensed securities dealer, bank manager, solicitor, professional accountant or
other professional adviser.

If you have sold or transferred all your shares in Cathay Pacific Airways Limited, you should at
once hand this circular to the purchaser or transferee or to the bank, licensed securities dealer

or other agent through whom the sale or transfer was effected for transmission to the purchaser
or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
circular, makes no representation as to its accuracy or completeness and expressly disclaims
any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any
part of the contents of this circular.

Cathay Pacific Airways Limited
(Incorporated in Hong Kong with limited liability)
{Stock Code: 293)
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A letter from the Independent Board Committee cormtaining its recommendation to the
Independent Shareholders is set out on page 10 of this circular. A letter from Commerzbank AG,
the independent financial adviser, containing its advice to the Independent Board Committee
and the Independent Shareholders is set out on pages 11 to 21 of this circular.

A notice convening the EGM to be held on Friday, 29th June 2007 at 10:00 a.m. at the Pacific
Place Conference Centre, Level 5, One Pacific Place, 88 Queensway, Hong Kong is set out on
page 28 of this circular. Whether or not you are able to attend the EGM, please complete the
enclosed form of proxy in accordance with the instructions printed thereon and return it to the
share registrar of the Company, Computershare Hong Kong Investor Services Limited, 18th
Floor, Hopewell Centre, 183 Queen's Road East, Hong Kong as soon as possible and in any
event not later than 48 hours before the time appointed for the holding of the EGM or any
adjourned meeting thereof. Completion and return of the form of proxy will not preclude you
from attending and voting in person at the EGM or any adjourned meeting thereof and, in such
event, the relevant form of proxy shall be deemed to be revoked.

31st May 2007
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DEFINITIONS

In this circular the following expressions have the following meanings unless the context

requires otherwise:

AHK

BM Services

CAO Services

Cathay Pacific or
Company

Cathay Pacific
Group or
the Group

CIiTIC

Directors

Dragonair

EGM

Engineering
Services

Framework
Agreement

HAECO

HAECO Group

AHK Air Hong Kong Limited, a non-wholly owned subsidiary of Cathay
Pacific, the principal activity of which is the operation of cargo airline
services.

Comprehensive range of scheduled maintenance services such as
airframe heavy checks, major structural and avionics modifications,
refurbishments, painting and freighter conversions.

Component and avionics overhaul services to a range of aircraft
components such as mechanical, hydraulic and avionics equipment.

Cathay Pacific Airways Limited, a company incorporated in Hong Kong
and listed on the Stock Exchange, the principal activity of which is the
operation of scheduled airline services. It owns 27.45% of the issued
share capital of HAECQ.

Cathay Pacific and its subsidiaries, including AHK and Dragonair.

CITIC Pacific Limited, a company incorporated in Hong Kong and listed on
the Stock Exchange.

The directors of the Company.

Hong Kong Dragon Airlines Limited, a wholly owned subsidiary of Cathay
Pacific, the principal activity of which is the operation of scheduled airline
services.

Extraordinary General Meeting of the Company.

Services in support of LM Services, BM Services and CAQ Services,
including aircraft documentation, technical data exchange and interior
product maintenance and such other support services to be agreed from
time to time between Cathay Pacific Group and HAECO Group.

The framework agreement dated 21st May 2007 between Cathay Pacific
and HAECO for provision of the Services by HAECO Group to Cathay
Pacific Group under the Relevant Agreements and any further agreements
between Cathay Pacific Group and HAECO Group.

Hong Kong Aircraft Engineering Company Limited, a company
incorporated in Hong Kong and listed on the Stock Exchange, the principal
activity of which is the provision of overhaul and maintenance services for
commercial aircraft.

HAECO and its subsidiaries, including TAECO and Taikoo Landing Gear.
-2 .




DEFINITIONS

HKIA

Independent
Board Committee

Independent
Financial Adviser

Independent
Shareholders

Latest
Practicable Date

Listing Rules

LM Services

Model Code

PRC

Relevant
Agreement(s)

Hong Kong International Airport.

An independent committee of the Board of Directors comprising Peter Lee,
Raymond Or, Jack So and Tung Chee Chen, all of whom are independent
nen-executive Directors.

Commerzbank AG, acting through its Hong Kong branch, a licensed bank
under the Banking Ordinance and an authorised financial institution under
the SFO to conduct type 1 (dealing in securities), type 4 (advising on
securities) and type 6 (advising on corporate finance) regulated activities
as set out in Schedule 5 to the SFO, and appointed as the independent
financial adviser to the Independent Board Committee.

Shareholders of Cathay Pacific apart from Swire and its associates.

25th May 2007, being the last practicable date prior to the printing of this
circular for ascertaining certain information referred to in this circular.

The Rules Governing the Listing of Securities on the Stock Exchange.

Line maintenance services covering transit and overnight servicing as well
as progressive maintenance checks up to “A” checks including defect
rectification. Also includes non-technical services such as aircraft towing,
water/toilet servicing, exterior aircraft washing/waxing and cabin cleaning
and ground equipment support.

Model Code for Securities Transactions by Directors of Listed Companies,
being Appendix 10 of the Listing Rules.

The People's Republic of China.
Any one or all of the following agreements:

(1) Total Care Package Contract dated 9th September 2004 between
HAECO and AHK, pursuant to which HAECO published
announcements dated 13th September 2004, 16th February 2006
and 14th February 2007;

(2) Line Maintenance Contract dated 9th September 2004 between
HAECO and AHK, pursuant to which HAECO published
announcements dated 13th September 2004, 16th February 2006
and 14th February 2007;

(3) HAECO Service Agreement dated 10th November 2005 between
Cathay Pacific and HAECO, pursuant to which Cathay Pacific and
HAECO published announcements dated 10th November 2005 and
dispatched circulars to shareholders dated 22nd November 2005;

3.




DEFINITIONS

Services

SFO

Shareholders
Stock Exchange

Swire

TAECO

Taikoo Landing
Gear

Transactions

(4) TAECO Service Agreement dated 10th November 2005 between
Cathay Pacific and TAECO, pursuant to which Cathay Pacific and
HAECO published announcements dated 10th November 2005 and
dispatched circulars to shareholders dated 22nd November 2005;

(5) TAECO Line Maintenance Agreement dated 10th November 2005
between Cathay Pacific and TAECO, pursuant to which Cathay
Pacific and HAECO published announcements dated 10th November
2005 and dispatched circulars to shareholders dated 22nd November
2005; and/or

(6) any further agreements entered into between Cathay Pacific Group
and HAECO Group in respect of maintenance of aircraft, parts or
components from time to time.

The maintenance services in respect of aircraft, parts and/or components
provided under the Framework Agreement and/or the Relevant
Agreements.

Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong).

The sharehglders of the Company.
The Stock Exchange of Hong Kong Limited.

Swire Pacific Limited, a company incorporated in Hong Kong and listed on
the Stock Exchange.

Taikoo (Xiamen) Aircraft Engineering Company Limited, a non-wholly
owned subsidiary of HAECO incorporated in the PRC, whose principal
activity is the provision of overhaul and maintenance services for
commercial aircraft.

Taikoo (Xiamen) Landing Gear Services Co., Lid., a non-wholly owned
subsidiary of HAECO incorpoerated in the PRC, whose principal activity is
the provision of repair, overhaul and support services of landing gears of
civil aircraft.

The provision of the Services by HAECO Group to Cathay Pacific Group
pursuant to the Framework Agreement and the Relevant Agreements.




LETTER FROM THE BOARD

CATHAY PACIFIC AIRWAYS LIMITED
(Incorporated in Hong Kong with limited liability)

Executive Directors Registered Office:
Christopher Pratt {Chairman) 35th Flgor

Robert Atkinson Two Pacific Place
Philip Chen 88 Queensway
Augustus Tang Hong Kong

Tony Tyler

Non- Executive Directors

Martin Cubbon

Henry Fan

Davy Ho

James Hughes-Hallett

Li Jiaxiang

Vernon Moore

Robert Woods

Zhang Lan

Leslie Chang (Alternate Director to Henry Fan)

Independent Non-Executive Directors
Peter Lee

Raymond Or

Jack So

Tung Chee Chen

To the Shareholders 31st May 2007

Dear Sir or Madam,

Continuing Connected Transactions
Aircraft Maintenance

INTRODUCTION

Reference is made to the Company’s announcement dated 21st May 2007 regarding the
Transactions relating to the Framework Agreement between Cathay Pacific and HAECO dated
21st May 2007, pursuant to which HAECO Group provides the Services to Cathay Pacific Group
for maintenance of Cathay Pacific Group's aircraft for a term of 10 years ending on 31st
December 2016.

The purposes of this circular are:

(a)} to provide you with further information relating to the Framework Agreement and the
Transactions and other information required by the Listing Rules;

{(b) to set out the letter of advice from Commerzbank AG to the Independent Board
Committee and the Independent Shareholders and the recommendation and opinion of
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LETTER FROM THE BOARD

the Independent Board Committee as advised by Commerzbank AG in relation to the
Transactions; and

(c) to give you notice of the EGM to consider and, if thought fit, to approve the Framework
Agreement, its term and the Transactions (including the annual caps).

Framework Agreement dated 21st May 2007

Parties: {1} Cathay Pacific
{2) HAECO

Pursuant to the Framework Agreement, HAECO Group provides the Services to Cathay Pacific
Group for maintenance of Cathay Pacific Group’s aircraft.

The Framework Agreement is for a term of 10 years ending on 31st December 2016. A duration
of 10 years for the Framework Agreement is required in order for HAECO Group to maintain
necessary facilities, components and spare parts for providing the Services to Cathay Pacific
Group cost-effectively. Since the term of Framework Agreement is for 10 years, Commerzbank
AG has been appointed as Independent Financial Adviser to comment on the duration of the
Framework Agreement and their comments are set out in the letter from the Independent
Financial Adviser contained in this circular. The Framework Agreement incorporates the
Relevant Agreements between Cathay Pacific Group and HAECO Group and provides for a
framework under which a Relevant Agreement is entered, renewed or extended. In particular,
the Framework Agreement also provides for the entry, renewal or extension of a Relevant
Agreement between Cathay Pacific Group and HAECO Group for a term or successive terms
expiring on or before 31st December 2016.

The terms of the Framework Agreement are consistent with normal business practices. A party
may terminate the Framework Agreement with immediate effect by notice to the other party in
the event of material default by that other party. In the event of termination of the Framework
Agreement, all the rights and obligations of the parties under the Framework Agreement shall
forthwith cease, but any rights, liabilities or remedies arising prior to such termination shall not
be affected.

The terms of the Framework Agreement, including the charges for the Services determined by
reference to the respective types of aircraft, parts and components and technical standards

required, have been arrived at after negotiations at an arm’s length on normal commercial terms.

Payment shall be made in cash by Cathay Pacific Group to HAECO Group within 30 days upon
receipt of the invoice.

The Services
The Services are provided under the following Relevant Agreements:
(1) Total Care Package Contract dated 9th September 2004 between HAECO and AHK,

pursuant to which HAECO published announcements dated 13th September 2004, 16th
February 2006 and 14th February 2007;

-6 -




LETTER FROM THE BOARD

@)

(3)

4)

(5)

(6)

Line Maintenance Contract dated 9th September 2004 between HAECQO and AHK,
pursuant to which HAECO published announcements dated 13th September 2004, 16th
February 2006 and 14th February 2007;

HAECO Service Agreement dated 10th November 2005 between Cathay Pacific and
HAECO, pursuant to which Cathay Pacific and HAECO published announcements dated
10th November 2005 and dispatched circulars to shareholders dated 22nd November
2005;

TAECO Service Agreement dated 10th November 2005 between Cathay Pacific and
TAECOQ, pursuant to which Cathay Pacific and HAECQ published announcements dated
10th November 2005 and dispatched circulars to shareholders dated 22nd November
2005;

TAECO Line Maintenance Agreement dated 10th November 2005 between Cathay Pacific
and TAECO, pursuant to which Cathay Pacific and HAECO published announcements
dated 10th November 2005 and dispatched circulars to shareholders dated 22nd
November 2005; andfor

any further agreements entered into between Cathay Pacific Group and HAECO Grougp in
respect of maintenance of aircraft, parts or components from time to time.

The Services include, but not limited to, the following:

(1

(2)

3

the provision by HAECO to AHK of a total care package for AHK's fleet, including
acquisition of an inventory of rotable and repairable spares for leasing to AHK and
providing management, logistic support and maintenance to this inventory;

the provision by HAECO of line maintenance services for AHK's fleet at HKIA, including
routine maintenance check, non-routine maintenance, actions to address inbound
technical issues, ad-hoc maintenance support, ramp services, material supplies, tooling
supplies, aircraft release and certification, and aircraft on ground support;

the provision by HAECO to Cathay Pacific Group of: LM Services for aircraft visiting HKIA;
BM Services at HKIA; comprehensive stores and logistics support services comprising
receiving / inspection, warehousing, distribution, import / export services; material supply;
CAO Services; and Engineering Services; and/or

the provision by TAECOQO to Cathay Pacific Group of: store facilities, material supply, BM
Services at Xiamen, Engineering Services, LM Services for aircraft visiting Xiamen and
such other airports as Cathay Pacific Group and TAECO shall from time to time agree.

The annual caps

The annual caps for the Transactions have been determined by reference to the actual amounts
of the Services in the four years ended 31st December 2006 set out below, the forecast
payments for the Services to be provided by HAECO Group to Cathay Pacific Group in the 10
years ending 31st December 2016 and the projections of Cathay Pacific Group in respect of the
fleet size, annual aircraft utilisation and other operating parameters, taking into account that 36
aircraft are under firm orders for delivery from 2007 to 2010. In addition, a cushion of 30% has

-7 -




LETTER FROM THE BOARD

been added to provide flexibility for possible changes in the level of Services associated with the
growth and the scheduled and possible unscheduled maintenance of the aircraft of Cathay
Pacific Group. The Directors estimate that the amounts payable for the Services in respect of
aircraft maintenance for the 10 years ending 31st December 2016 will not exceed the annual
caps set out below, which consolidates and replaces the annual caps previously set for the

Transactions.

2003 2004 2005 006
(HK$ million) Actual Actual Actual Actual
Services 1,227 1,345 1,476 1,627

2007 2008 2009 2010 2011
(HK$ miltion) Cap Cap Cap Cap Cap
Services 3,000 3,300 3,630 3,993 4,393

2012 2013 2014 2015 2016
(HKS million) Cap Cap Cap Cap Cap
Services 4,832 5,315 5,846 6,431 7,075

Reasons for, and benefits of, the Transactions

For over 57 years, Cathay Pacific's fleet has been maintained by HAECO and also by TAECO
since 1996. HAECO Group has the necessary expertise and efficiency to provide the Services
which will enable Cathay Pacific Group to maintain its aircraft fleet in a cost effective manner
which is beneficial to Cathay Pacific Group's business.

Connection between the parties

Swire, which is a substantial shareholder of Cathay Pacific by virtue of its 39.92% shareholding
in Cathay, owns 32.80% of the issued share capital of HAECO. HAECO is therefore an
associate of Swire and hence a connected person of Cathay Pacific under the Listing Rules.

Compliance with the Listing Rules

As the highest of the relevant percentage ratios as defined under Rule 14.07 of the Listing Rules
(other than the profits ratio) in respect of the Transactions will, on an annual basis, be more than
2.5%, the Company has to comply with the announcement, reporting and independent
shareholders’ approval requirements under Rule 14A.35 of the Listing Rules.

The Independent Board Committee has been constituted to advise the Independent
Shareholders in respect of the resolution to approve the Framework Agreement, its term and the
Transactions ({including the annual caps). Commerzbank AG has been appointed as
Independent Financial Adviser to advise the Independent Board Committee and the Independent
Shareholders on the Framework Agreement, its term and the Transactions (including the annual
caps).

The Company will convene an EGM to consider and, if thought fit, to approve the Framework
Agreement, its term and the Transactions (including the annual caps). Voting will be by poll and
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LETTER FROM THE BOARD

Swire, being a substantial shareholder of both Cathay Pacific and HAECO, will abstain from
voting,

The Company will comply with the continuing obligations under Rules 14A.37-41 of the Listing
Rules and will re-comply with the relevant Listing Rules after 31st December 2016 or if the
annual caps are exceeded or when there is a material change to the terms of the Framework
Agreement.

EGM

There is set out on page 28 a notice convening the EGM to be held on Friday, 29th June 2007 at
10:00 a.m. at the Pacific Place Conference Centre, Level 5, One Pacific Place, 88 Queensway,
Hong Kong, at which a resolution will be proposed to the Independent Shareholders to approve
the Framewcrk Agreement, its term and the Transactions (including the annual caps). The vote
of the Independent Shareholders at the EGM will be taken by poll.

In accordance with the Listing Rules, Swire which held a 39.92% shareholding in CX and a
32.80% shareholding in HAECO as at the Latest Practicable Date, will abstain from voting on
the resolution to approve the Framework Agreement, its term and the Transactions (including the
annual caps) at the EGM.

A form of proxy for use at the EGM is enclosed. Whether or not you are able to attend the EGM
in person, you are requested to complete and return the form of proxy in accordance with the
instructions printed thereon as soon as possible and in any event not later than 48 hours before
the time appointed for the holding of the EGM or any adjourned meeting thereof. Compietion
and return of the form of proxy will not preclude you from attending and voting in person at the
EGM or any adjourned meeting thereof and, in such event, the relevant form of proxy shall be
deemed to be revoked.

Recommendation

Your attention is drawn to (i) the letter from the Independent Board Committee set out on page
10 of this circular which contains its recommendation to the Independent Shareholders
concerning the Transactions; and (ii) the letter from Commerzbank AG set out on pages 11 to 21
of this circular which contains their advice to the Independent Board Committee and the
Independent Shareholders in relation to the Transactions and the principal factors and reasons
considered by them in formulating their advice.

Additional information

Your attention is also drawn to the information set out in the appendix to this circular and the
notice of the EGM set out in this circular.

By order of the Board
Cathay Pacific Airways Limited
Christopher Pratt
Chairman




LETTER FROM THE INDEPENDENT BOARD COMMITTEE

31st May 2007
To the Independent Shareholders
Dear Sir or Madam,

Continuing Cannected Transactions
Aircraft Maintenance

We refer to the circular dated 31st May 2007 of the Company (the “Circular”) of which this letter
forms part. Terms defined in the Circular bear the same meanings herein unless the context
otherwise requires.

We have been appointed to form the Independent Board Committee to consider the terms of the
Framework Agreement, its term and the Transactions (including the annual caps) and to advise
the independent Shareholders whether, in our opinion, such terms are fair and reasonable and
in the interests of the Company and the Shareholders as a whole. Commerzbank AG has been
appointed to advise the Independent Board Committee and the Independent Shareholders in
respect of the terms of the Framework Agreement, its term and the Transactions (including the
annual caps).

We wish to draw your attention to the letter from the Board set out on pages 5 to 9 of the
Circular which contains, inter alia, information on the Framework Agreement, its term and the
Transactions (including the annual caps), and the letter of advice from Commerzbank AG set out
on pages 11 to 21 of the Circular which contains its advice in respect of the terms of the
Framework Agreement, its term and the Transactions (including the annual caps).

Having taken into account the advice of Commerzbank AG, we consider that the terms of the
Framework Agreement, its term and the Transactions (including the annual caps) are fair and
reasonable and are in the interests of the Company and the Shareholders as a whole.
Accordingly, we recommend the Independent Shareholders to vote in favour of the ordinary
resolution to be proposed at the EGM.

Yours faithfully,
The Independent Board Committee
Peter Lee
Raymond Or
Jack So
Tung Chee Chen
Independent Non-Executive Directors
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LETTER FROM COMMERZBANK AG

The following is the text of a letter received from Commerzbank AG setting out its advice to the
Independent Board Committee and the Independent Shareholders in respect of the Transactions
for inclusion in this Circufar,

COMMERZBANK S%

{Public Limited Company Incorporated 10 the Federal Repubiic ol Germany)
HONG KONG BRANCH

G.PD. BOX 11378
HONG KONG taialphone 20429666
todax 66 400 cbk hk hx
21/F. The Hong Kong Clut Building  fax 28881414
3A Chater Road, Central swlt COBAHK HX XXX
31st May 2007

The Independent Board Committee and the Independent Shareholders of
Cathay Pacific Airways Limited

35th Floor, Two Pacific Place

88 Queensway

Hong Kong
Dear Sirs,
Continuing Connected Transactions
Aircraft Maintenance
INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to advise the Independent
Beard Committee and the Independent Shareholders in respect of the Framework Agreement,
its term and the Transactions (including the annual caps), details of which are set out in the
circular dated 31st May 2007 {the "Circular"), of which this letter forms part. Terms defined in
the Circular shall have the same meanings when used in this letter unless the context requires
otherwise.

The Directors announced on 21st May 2007 that Cathay Pacific and HAECO have entered into
the Framework Agreement on 21st May 2007 for HAECO Group to provide the Services to
Cathay Pacific Group for maintenance of Cathay Pacific Group's aircraft for a term of 10 years
ending on 31st December 2016.

Our role as the Independent Financial Adviser is to give our advice to the Independent Board
Committee and the Independent Shareholders on the Framework Agreement, its term and the
Transactions (including the annual caps) as to whether they are fair and reasonable and are in
the interests of the Company and the Shareholders as a whole, and whether the Transactions
are on normal commercial terms and in the ordinary and usual course of business of the
Company.

In formulating our advice, we have relied on the information and facts supplied to us by the
Company. We have assumed that all information, opinion and representations contained or
referred to in the Circular are true, complete and accurate and we have relied on the same. We
have also relied on the representations of the Company that having made all due enquiries and
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LETTER FROM COMMERZBANK AG

careful considerations, and to the best of its knowledge and belief, there are no other facts or
representations, the omission of which would make any statement contained in the Company's
circular dated 31st May 2007, including this letter, misleading. We have also assumed that all
information, statements and representations made or referred to in the Circular, which have
been provided to us by the Company, and for which they are wholly responsible, are true,
complete and accurate as at the Latest Practicable Date.

We consider that we have reviewed sufficient information to enable us to reach an informed
view regarding the Framework Agreement, its term and the Transactions (including the annual
caps) and to provide us with a reasonable basis for our advice. We have no reason to suspect
that any material facts have been omitted or withheld, nor are we aware of any facts or
circumstances which would render the information and representations made to us untrue,
inaccurate or misleading. We have not, however, carried out any independent verification of the
information provided by the Company, nor have we conducted any independent in-depth
investigation into the business and affairs of the Group.

_Swire, which is a substantial Shareholder of the Company by virtue of its 39.92% shareholding
in the Company, owns 32.80% of the issued share capital of HAECO. HAECO is therefore an
associate of Swire and hence a connected person of the Company under the Listing Rules.

As the highest of the relevant percentage ratios as defined under Rule 14.07 of the Listing
Rules (other than the profits ratio) in respect of the annual caps of the Transactions will, on an
annual basis, be more than 2.5%, the Company has to comply with the announcement,
reporting and independent shareholders’ approval requirements under Rule 14A.35 of the
Listing Rules.

PRINCIPAL FACTORS CONSIDERED

In assessing the Framework Agreement, its term and the Transactions (including the annual
caps) and giving our independent financial advice to the Independent Board Committee and the
Independent Shareholders, we have taken into account the following principal factors and
reasons:

1. Cathay Pacific Group and HAECO Group

The principa! activity of Cathay Pacific Group is the operation of scheduled airline
services which are principally to and from Hong Kong. Cathay Pacific Group is also
engaged in other related services, including airline catering, aircraft handling and
engineering.

HAECO Group is one of the world’s leading aeronautical engineering groups which is
engaged in the maintenance, modification, repair and overhaul of commercial aircraft and
their components. HAECO is principally based at the HKIA, where it provides line
maintenance services to the majority of airlines operating at HKIA. TAECO is located in
Xiamen and principally provides heavy maintenance on Boeing and Airbus aircraft models
and offers passenger to freighter aircraft conversion programmes on B747-
200/300/400/MD-11 models. Currently, TAECO also provides line maintenance services
in Beijing, Shanghai and Xiamen.
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LETTER FROM COMMERZBANK AG

2.1

The Framework Agreement
Services provided by HAECO Group to Cathay Pacific Group

Cathay Pacific has entered into the Framework Agreement with HAECO for HAECO
Group to provide the Services to Cathay Pacific Group for maintenance of Cathay Pacific
Group's aircraft for a term of 10 years ending on 31st December 2016. The Framework
Agreement incorporates the Relevant Agreements between Cathay Pacific Group and
HAECO Group and provides for a framework under which a Relevant Agreement is
entered, renewed or extended. in particular, the Framework Agreement alsc provides for
the entry, renewal or extension of a Relevant Agreement between Cathay Pacific Group
and HAECO Group for a term or successive terms expiring on or before 31st December
20186.

HAECO's Hong Kong operations comprise heavy maintenance at hangars and line
maintenance at the passenger and cargo terminals at HKIA as well as component
overhaul at Tseung Kwan O and inventory technical management services. TAECO
performs heavy maintenance and passenger to freighter conversions using its four double
wide-body bay hangars at Xiamen Gaogqi International Airport. TAECO also performs line
maintenance operations in Beijing, Shanghai and Xiamen.

We understand from the Directors that the Services are provided under the following
Relevant Agreements:

(1) the total Care Package Contract dated 9th September 2004 between HAECO and
AHK, pursuant to which HAECO published announcements dated 13th September
2004, 16th February 2006 and 14th February 2007;

(2) the Line Maintenance Contract dated 9th September 2004 between HAECQ and
AHK, pursuant to which HAECO published announcements dated 13th September
2004, 16th February 2006 and 14th February 2007;

(3) the HAECO Service Agreement dated 10th November 2005 between Cathay
Pacific and HAECO, pursuant to which Cathay Pacific and HAECO published
announcements dated 10th November 2005 and dispatched circulars to their
respective shareholders dated 22nd November 2005;

(4) the TAECO Service Agreement dated 10th November 2005 between Cathay
Pacific and TAECO, pursuant to which Cathay Pacific and HAECO published
announcements dated 10th November 2005 and dispatched circulars to their
respective shareholders dated 22nd November 2005;

(5) the TAECO Line Maintenance Agreement dated 10th November 2005 between
Cathay Pacific and TAECO, pursuant to which Cathay Pacific and HAECO
published announcements dated 10th November 2005 and dispatched circulars to
shareholders dated 22nd November 2005; and/or

(6) any further agreements entered into between Cathay Pacific Group and HAECO
Group in respect of maintenance of aircraft, parts or components from time to time.
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We note from the Directors that the Services include, but not limited to, the following:

(1)  the provision by HAECO to AHK of a total care package for AHK's fleet, including
acquisition of an inventory of rotable and repairable spares for leasing to AHK and
providing management, logistic support and maintenance to this inventory;

(2)  the provision by HAECO of line maintenance services for AHK's fleet at HKIA,
including routine maintenance check, non-routine maintenance, actions to address
inbound technical issues, ad-hoc maintenance support, ramp services, material
supplies, tooling supplies, aircraft release and certification, and aircraft on ground
support;

(3} the provision by HAECO to Cathay Pacific Group of: LM Services for aircraft
visiting HKIA; BM Services at HKIA; comprehensive stores and logistics support
services comprising receiving / inspection, warehousing, distribution, import /
export services; material supply; CAQ Services; and Engineering Services; and/or

{(4) the provision by TAECO to Cathay Pacific Group of: store facilities, material supply,
BM Services at Xiamen, Engineering Services, LM Services for aircraft visiting
Xiamen and such other airports as Cathay Pacific Group and TAECO shall from
time to time agree,

We understand that, in general, line maintenance services refer to the related
maintenance services performed during normal transit, routine turnaround or scheduled
layover periods, which are necessary to ensure the airworthiness and safety of an aircraft
for the next flight. Base maintenance services refer to heavy maintenance services such
as major structural and avionics modifications, cabin refurbishment and painting services
which require the use of hangars.

In accordance with the information provided by the Hong Kong Airport Authority, we note
that currently, line maintenance services at HKIA are provided by three franchisees,
namely, China Aircraft Services Ltd, Pan Asia Pacific Aviation Services Ltd and HAECO.
Amongst the three franchisees, HAECO is the only aircraft maintenance company that
has the facility to offer a comprehensive package covering both line and base
maintenance with transit, technical services and full hangar support, as HAECO is the
major base maintenance service provider at HKIA until 2036.

We have conducted research on other Asian based airline service providers providing
similar line maintenance, base maintenance, technical support, supply repair, overhaul
maintenance and engineering services to other airline operators for the past three years.
We noticed that service providers have different scope of maintenance services to
different customers and contracts are concluded on a case-by-case basis. As no detailed
information as to the exact scope of services provided by different service providers is
publicly available, we find it more appropriate to make comparison on the Relevant
Agreements with HAECO's existing maintenance contracts with other airline operators.

We have discussed with the Directors and understand that the Company has in place
stringent requirements on its fleet maintenance. We have reviewed the Framework
Agreement and the Relevant Agreements and note that the Services provided by HAECO
Group will have to comply with (i) specific maintenance requirements, which are compiled
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2.2

by the joint effort of Cathay Pacific Group and HAECO Group; and {ii) the pricing of each
service will be calculated in accordance with a prescribed mechanism.

We understand that since the scope of work provided by HAECO Group to its customers
is not identical, it would be impracticable tc compare whether the fees paid by Cathay
Pacific Group for the Services under the Framework Agreement would be the same as
those provided to other customers. However, the Directors have confirmed that the
Framework Agreement and the Relevant Agreements were entered into on terms no more
favourable to HAECO Group than those which Cathay Pacific Group would offer to
independent third parties. In addition, we have also discussed with the Directors the
overall pricing mechanism in the Framework Agreement and the Relevant Agreements,
and the Directors confirmed that all terms were negotiated at an arm’s length basis and
are consistent with the pricing mechanism of the previous maintenance contracts with
HAECO Group.

Given that (i) the Company has an established long-term relationship with HAECO
Group for more than 57 years; (ii) the terms set out in the Framework Agreement
and the Relevant Agreements are similar to the previous maintenance contracts
between Cathay Pacific Group and HAECO Group; and (iii) the Directors’
confirmation that the Framework Agreement and the Relevant Agreements were
entered into on terms no more favourable to HAECO Group than those which the
Company would offer to independent third parties, we confirm it to be normal
business practice for the Company to enter into the Framework Agreement and the
Transactions (including the annual caps) and to be in the interests of Company and
its Shareholders as a whole.

The term of Framework Agreement

We note that the Framework Agreement is for a term of 10 years which exceeds the three
year term as set out in Rule 14A.35 of the Listing Rules.

We have identified three other similar aircraft maintenance or component agreements
provided by other aircraft maintenance companies in the past three years, which in our
opinion, are comparable on the basis that:

(a) the services provided involving provision of line, light and base maintenance,
maintenance operations control, engineering and technical services, component
support, engine maintenance and logistic managements are similar to the Services
under the Framework Agreement; and

(b) the comparable companies are of international reputation and expertise in the
aeronautical engineering industry.

We note the agreements between (i) SR Technics and Sama Airline in connection with
integrated technical airline solutions; (i) KLM Engineering & Maintenance and Jade
Cargo International in connection with overall aircraft maintenance support; and (iii) SIA
Engineering Company and Tiger Airways in connection with maintenance, repair and
overhaul services all have a term between 5 to 10 years.
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We have discussed with the Directors and understand that a duration of 10 years for the
Framework Agreement is required in order for HAECQO Group to maintain necessary
facilities, components and spare parts for providing the Services to Cathay Pacific Group
cost-effectively. Given that the term of the Framework Agreement is of normal business
practice and is within the range of contract durations of other similar maintenance
contracts in the industry, we confirm that it is normal business practice for the Framework
Agreement to have a term of 10 years.

3 Basis of the annual caps
3.1 Reasons for the annual caps
HAECO is the major aircraft maintenance company able to offer both line and base
maintenance services, a comprehensive package covering transit and technical services
with full hangar support at HKIA. We note that HAECO is serving the majority of airlines
operators at HKIA.
As set out in the letter from the Board, the actual payments for the Services for the four
years ended 31st December 2006, and the annual caps for each of the ten years ending
31st December 2016, which consolidate and replace the annual caps previously set for
the Transactions, are as follows:
2003 2004 2005 2006
{HK$ million) Actual Actual Actual Actual
Services 1,227 1,345 1,476 1,627
2007 2008 2009 2010 201
(HK$ miltion) Cap Cap Cap Cap Cap
Services 3,000 3,300 3,630 3,993 4,393
2012 2013 2014 2015 2016
(HK$ million) Cap Cap Cap Cap Cap
Services 4,832 5,315 5,846 6,431 7,075
The Services provided under the Framework Agreement includes those under various
Relevant Agreements executed between HAECO Group and Cathay Pacific Group
previously. The approval of the respective annual caps for such transactions under the
Relevant Agreements is set out in the announcements and circulars to shareholders
referred to in section 2.1 of this letter. The annual caps set under the Framework
Agreement will consolidate the various annual caps previously approved under the
Relevant Agreements. These annual caps, as set out in the Circular, will replace all
annual caps previously set for the transactions under the Relevant Agreements.
3.2 Basis of the annual caps

In determining whether the above annual caps proposed by the Company are fair and
reasonable and are in the interests of the Company and the Shareholders as a whole, we
have reviewed and discussed with the Directors the basis for setting the respective
annual caps for the Transactions.
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3.21

We have discussed with the Directors and note that the proposed annual caps are
determined based on (i) the actual historical annual value of the Transactions in the four
years ended 31st December 20086; (ii) the internal projections of the Group in respect of
its fleet size, annual aircraft utilisation and other operating parameters, taking into account
that 36 aircraft are under firm orders for delivery from 2007 to 2010; and (jii} a reasonable
buffer for possible changes in the level of Services associated with the growth and the
scheduled and unscheduled maintenance of Cathay Pacific Group’s aircraft.

In arriving at our opinion on the annual caps, we have discussed with the Directors and
have conducted research on the overall avialion industry in the Asia Pacific region. We
set out our analysis as follows:

Cathay Pacific’s existing business and expansion plan

Cathay Pacific is a major airiine offering both cargo and passenger services to various
destinations around the world. In accordance with the Company's 2006 annual report,
passenger capacity increased by 10.9% in 2006 as compared to 2005. In addition to
passenger capacity, the Group's cargo revenue also increased by 10.9% in 2006 as
compared to 2005 as a result of the continued growth in demand from Europe, Japan and
the United States for goods manufactured in Mainland China. In 2006, the flests of
Cathay Pacific, Dragonair and AHK continued to grow with additions of 8, 4 and 2 aircraft
respectively. In June 2006, the Company placed order for 2 Boeing 777-300ER aircraft
and 6 Boeing 747-400ERF freighters. The Company has also operated more frequent
services and new codeshare services with other airline operators to various destinations
around the world, which has further strengthened Hong Kong as a global aviation hub.

Analysis of the annual caps of the Services

We understand that the annual cap for the Services for 2007 of HK$3,000 million was
determined by reference to the historical actual amount of the Services of HK$1,627
million for 2006.

We note that there is an approximately 84.4% increase in the annual cap of the Services
for 2007 as compared to the actual amount for 2006. We have discussed with the
Directors and note that such increase was mainly attributable to (i) the Directors' belief
that Cathay Pacific Group will continue to expand its aircraft fleet, which will strengthen
Hong Kong's position as a premier global aviation hub; (i) the Group taking delivery of 36
aircraft under firm orders during 2007 to 2010; (iii) the increase of routes to new
destinations worldwide; {iv) additional frequencies to a number of existing routes and
hence the annual aircraft utilisation; (v) Dragonair having become a wholly owned
subsidiary of Cathay Pacific in September 2006; (vi) the opening of HAECQ's second
hangar at HKIA in December 2006 and TAECO's fifth hangar at Xiamen Airport in mid
2007; and (vii) a cushion of 30% having been added to provide flexibility for possible
changes in the level of Services associated with the growth and the scheduled and
unscheduled maintenance of Cathay Pacific Group's aircraft.
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(i)

(i)

The growing fleet

We have discussed with the Directors and note that Cathay Pacific's fleet has
increased to 102 aircraft as at 31st December 2006 (31st December 2005: 96
aircraft). We note that amongst the 32 aircraft under firm order, 10 aircraft are to
be delivered in 2007, 11 aircraft in 2008 and 11 aircraft in 2009 and beyond. We
understand from the Directors that certain delivered aircraft are required to be
reconfigured and all aircraft are subject to inspection by the Company prior to
entering into service. As such, the Directors estimated that 112 aircraft (including
the aircraft scheduled to be delivered and leased during 2007) would be in
operation by the end of 2007. The Directors expected that Cathay Pacific’s fleet
would increase to 123 aircraft by the end of 2008, representing an increase of
20.6% from 31st December 2006.

Dragonair became a wholly owned subsidiary of Cathay Pacific in September
2006. Dragonair took delivery of 3 Airbus A330-300 aircraft and 1 Boeing 747-
400BCF freighter in 2006 and expanded its fleet size to 37 aircraft as at the end of
2006. In 2007, Dragonair is expected to take delivery of 3 additional aircraft.

AHK took delivery of 2 Airbus A300-600F freighters in 2006 and expanded its fleet
size to 8 freighters as at the end of 2006.

Passenger travel

We have reviewed the annual report, interim report and other publicly available
information of Cathay Pacific Group. We note that available seat kilometres (a
measure of airline capacity, which is the number of seats an airline provides
multiplied by the number of kilometres that they are flown}, has an overall increase
of approximately 10.9% for 2006 as compared to 2005.

We have reviewed an aviation research report issued by Boeing in 2006, and note
that world passenger traffic is forecast to increase by 4.9% per annum for the next
20 years. In particular, emerging economies such as Mainiand China and India will
lead the growth. Based on the publicly available information of Cathay Pacific
Group, we note that Cathay Pacific Group has, to a large extent, outperformed the
world passenger traffic growth forecast issued by Boeing. We have discussed with
the Directors and note that Cathay Pacific has increased services to Adelaide,
Auckland, Cebu, Frankfurt, Seoul and Shanghai and capacity to North America in
2006. With the delivery of new aircraft in 2007 and hence the growth of the fleet,
the Directors expect to further expand Cathay Pacific’s current network and
capacity.

Based on information from the Hong Kong Tourism Board, we note the following
growth in visitor numbers for the first quarter of 2007 (as compared against the
same period in 2008) from the following regions: North Asia (10.3%), Europe, Africa
and the Middle-East (17.6%), Australia, New Zealand and South Pacific (9.2%),
and the Americas (6.8%); and projected that there will be an approximately 4.6%
increase in overall arrivals (including visitors from Mainland China arriving by land
transport) in 2007 over 2006.
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(i)

(iv)

Freighter services

We have reviewed the annual report, interim report and other publicly available
information of Cathay Pacific Group. We note that available cargo and mail tonne
kilometres (a measure of airline cargo capacity, which is the number of cargo space
an airline provides multiplied by the number of kilometres that they are flown}), has
an overall increase of approximately 13.5% for 2006 as compared to 2005.

As set out in the Boeing research report, it is forecast that world air cargo traffic will
have an average 6.1% growth per year for the next 20 years. The air cargo market
in Asia is projected to continue to experience steady growth in the coming years,
and is expected to continue to lead the world air cargo industry. We note that
Cathay Pacific has outperformed, to a large extent, the world cargo traffic growth
forecast issued by Boeing. We note that such increase in the intra-Asia air cargo
industry is mainly driven by (i) the intra-Asia economic and traffic growth; and (ii)
the implementation of globalisation and increased foreign direct investment in the
Asia Pacific region, which lead to increased frequencies and more direct air
services.

As set out in the 2006 report of Cathay Pacific, Cathay Pacific Group has achieved
record annual cargo revenue in 2006 as a result of the continued growth in demand
from Europe, Japan and the United States for goods manufactured in Mainland
China. In 2006, Cathay Pacific added 4 new freighter destinations, i.e. Beijing,
Chennai, Stockholm and Toronto, and extra cargo fights to Dallas/Atlanta and
Shanghai. Cathay Pacific was named the Centre for Asia Pacific Aviation “Cargo
Airline of the Year” in November 20086,

The capacity of HAECO Group

We note from HAECO's 2006 annual report that, as a result of the growth of air
traffic in Hong Kong and hence the demand for aircraft maintenance work, HAECO
commissioned its second hangar at HKIA in December 2006. HAECO has entered
into an agreement with the Hong Kong Airport Authority to lease additional land at
HKIA and to extend its franchise to 2036. This will allow HAECO to build an
additional hangar which is planned to start operation in the first half of 2009 and
provide additional space for a further hangar at a later date.

TAECOQ is building a fifth double wide-body bay hangar which is planned to open in
mid 2007 and a sixth hangar which is planned to open in the first quarter of 2009,

We note that the Group's overall performance in terms of both passenger and cargo
services outperformed the average annual traffic increase as set out in the industry
research reports. Our analysis on the annual caps proposed by the Company was based
on our review of the Company's projection with reference to the overall macro factors.
Given that (i) the Group's increase in the number of aircraft, with 36 aircraft under firm
orders for delivery from 2007 to 2010, and hence the increase in the planned frequency of
flights; (ii) the continued growth of both passenger and cargo services; and (iii) the
increased capacity of HAECO at the HKIA and of TAECQ at Xiamen Airport, we are of the
view that the annual cap for 2007 is fair and reasonable. An approximately 10% annual
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increase in the annual caps from 2008 to 2016 provides a reasonable buffer to the
Company for possible changes in the level of Services associated with the growth and
scheduled and unscheduled maintenance of Cathay Pacific Group's aircraft, which in our
view, is reasonable.

Qur conclusion

We have reviewed the terms of the Framework Agreement, its term and the Transactions
(including the annual caps) with reference to: (i} the historical figures of the annual value
of the Transactions and the expansion strategy of Cathay Pacific Group; (ii) the projected
steady growth of the air cargo business and the overall positive outlook of both passenger
and air cargo business in the Asia Pacific region and globally; (iii) the Group’s firm orders
of 36 aircraft for delivery from 2007 to 2010; and (iv) the securing of a reputable and
stable maintenance company with profound experience in providing the Services, which
has been in cooperation with the Group for more than 57 years.

Having considered the above principal factors and reasons, and given that:

(i) Cathay Pacific’s fleet has been maintained by HAECO for more than 57 years and
by TAECO since 1996;

(i) HAECO Group having the necessary expertise and efficiency to provide the
Services which enable Cathay Pacific Group to maintain its aircraft fleet in a cost
effective manner which is beneficial to Cathay Pacific Group’s business;

(i) the Framework Agreement, its term and the Transactions (including the annual
caps) are entered into on terms no more favourable to HAECO Group than those
the Company would offer to independent third parties,

(iv) the annual caps are arrived at after due and careful consideration by the Directors;
and

(v) the Company will comply with the continuing obligations under Rules 14A.37-41 of
the Listing Rules and will re-comply with the relevant Listing Rules after 31st
December 2016 or if the annual caps are exceeded or when there is a material
change to the terms of the Framework Agreement,

we are of the view that the terms of the Framework Agreement, its term and the
Transactions (including the annual caps) are fair and reasonable and are in the interests
of the Company and the Shareholders as a whole.
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OVERALL RECOMMENDATION

Having considered the principal factors referred to above, we are of the view that the
Framework Agreement, its term and the Transactions (including the annual caps) are
entered into on normal commercial terms and in the ordinary and usual course of
business of the Company, fair and reasonable, and are in the interests of the Company
and the Shareholders as a whole. Accordingly, we would advise the Independent
Shareholders, as well as recommend the Independent Board Committee to advise the
Independent Shareholders, to vote in favour of the ordinary resolution to be proposed at
the EGM to approve the Framework Agreement, its term and the Transactions (including
the annual caps).

Yours faithfully,
For and on behalf of
Commerzbank AG Hong Kong Branch

Kenneth Chan Cynthia Wong
Head of Corporate Finance - Asia Pacific Corporate Finance — Asia Pacific
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RESPONSIBILITY STATEMENT

This document includes particulars given in compliance with the Listing Rules for the purpose of
giving information with regard to the Company.

The Directors collectively and individually accept full responsibility for the accuracy of the
information contained in this document and confirm, having made all reasonable enquiries, that
to the best of their knowledge and belief there are no other facts the omission of which would
make any statement herein misleading.

MATERIAL ADVERSE CHANGE

The Directors confirm that, as at the Latest Practicable Date, the Directors are not aware of any
material adverse change in the financial or trading position of the Group since 31st December
2006, being the date to which the latest published audited accounts of the Company were made

up.

DISCLOSURE OF INTERESTS
(a) Share Interests of Directors and Chief Executive

Save as disclosed below, as at the Latest Practicable Date, none of the Directors or chief
executive of the Company had any interests or short positions in the shares, underlying shares
and debentures of the Company or any associated company (within the meaning of the SFO),
which (a) 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 interests and short positions which they have
taken or deemed to have taken under such provisions of the SFO); or (b) were required pursuant
to section 352 of the SFO to be entered in the register referred to therein; or (c) were required,
pursuant to the Model Code to be notified to the Company and the Stock Exchange.

Interests in shares of Cathay Pacific

Name of Director | Capacity Long or short Number of ordinary Percentage of
position shares in the issued capital

Company
Phitip Chen Beneficial owner Long position 9,000 0.00023%

Tony Tyler Beneficial owner  Long position 5,000 0.00013%
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(b) Substantial shareholders

Save as disclosed below, the Directors and chief executive of the Company are not aware that
there was any party who, as at the Latest Practicable Date, had an interest or short position in
the shares and underlying shares (including options) of the Company which would fall to be
disclosed to the Company under Divisions 2 and 3 of Part XV of the SFO:

Interests in shares of Cathay Pacific

Name Number of ordinary Long or short  Percentage of
shares position issued capital
Air China Limited 2,948,122,554 Long position 74.98%
China National Aviation 2,948,122,554 Long position 74.98%
Holding Company
China National Aviation 2,948,122 554 Long position 74.98%
Company Limited
CITIC Pacific Limited 2,948,122 554 Long position 74.98%
Swire Pacific Limited 2,948,122 554 Long position 74.98%
John Swire & Sons 2,948,122,554 Long position 74.98%
Limited

Note: As at the Latest Practicahle Date,

(a) Under Section 317 of the SFO, each of Air China Limited, China National Aviation
Company Limited, CITIC Pacific Limited and Swire Pacific Limited, being a party to the
Shareholders’ Agreement in relation to the Company dated 8th June 20086, is deemed to
be interested in a total of 2,948,122,554 shares of the Company, comprising:

{i) 1,572,332,028 shares directly held by Swire Pacific Limited;

(i) 687,895,263 shares indirectly held by CITIC Pacific Limited and its wholly owned
subsidiary Super Supreme Company Limited, comprising the following shares
held by their wholly owned subsidiaries: 286,451,154 shares held by Custain
Limited, 189,976,645 shares held by Grand Link Investments Holdings Ltd.,
21,809,399 shares held by Perfect Match Assets Holdings Ltd., and 189,658,065
shares held by Smooth Tone Investments Ltd.

(i) 288,596,335 shares indirectly held by China Naticnal Aviation Company Limited,
via its wholly owned subsidiary Angel Paradise Ltd.; and
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(iv) 399,298,928 shares indirectly held by Air China Limited and its subsidiary Total
Transform Group Limited, comprising the following shares held by their wholly
owned subsidiaries: 191,922,273 shares held by Easerich Investments Inc. and
207,376,655 shares held by Motive Link Holdings Inc.

(b} Air China Limited is deemed to be interested in the 288,596,335 shares indirectly held
by its subsidiary China National Aviation Company Limited.

{c} China National Aviation Holding Company is deemed to be interested in a total of
2,948,122,554 shares of the Company, in which its subsidiaries Air China Limited and
China National Aviation Company Limited are deemed interested.

(d) John Swire & Sons Limited and its wholly owned subsidiary John Swire & Sons (H.K.)
Limited are deemed to be interested in a total of 2,948,122,554 shares of the Company
by virtue of the John Swire & Sons Limited group’s direct or indirect interest in shares of
Swire Pacific Limited representing approximately 34.14% of the issued capital and
approximately 54.72% of the voting rights.

(c) Details of options granted by the Company

The Company adopted a share option scheme (the “Scheme”) on 10th March 1999 under which
options to subscribe for 68,327,000 shares of the Company at the exercise price of HK$7.47 per
share were granted on 15th March 1999 to flight deck crew who paid HK$1 each on acceptance
of their share options. The Scheme has been closed and no share options are available for
issue under the Scheme. None of the Directors or chief executive was granted any share
options under the Scheme.

Other than in limited circumstances, the options in relation to 50% of the shares became
exercisable on 15th March 2002, and the balance on 15th March 2004. The options will, except
in limited circumstances, be exercisable until 14th March 20089.

As at the Latest Practicable Date, options to subscribe for 6,528,000 shares of the Company
were outstanding, the details of which are as follows:

Number of share
options outstanding

as at the Latest Subscription price

Practicable Date per share

Date of grant Option period HK$
15/03/1998 6,528,000 15/03/1999 7.47

- 14/03/2009
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(d) Substantial shareholders in the Company’s subsidiaries

So far as is known to any Director or chief executive of the Company, as at the Latest
Practicable Date, the following persons were interested in 10% or more of the issued capital
carrying rights to vote at general meetings of the following subsidiaries of the Company:

Name of Number and class Percentage of
Name of subsidiary  shareholder of shares held shareholding
Abacus Distribution PCCW Enterprises 5,778,945 ordinary 37.04%
Systems (Hong Kong)  Limited shares
Limited
AHK Air Hong Kong DHL Worldwide 36,268,000 "B" 40%
Limited Express BV ordinary shares
CLS Catering LSG Lufthansa 132,032 common 40%
Services Limited Services GmbH shares

(e) Directors’ interests in competing businesses

Christopher Pratt, Philip Chen and Li Jiaxiang are directors of Air China Limited. Air China
Limited competes or is likely to compete, either directly or indirectly, with the business of the
Group as it operates airline services to certain destinations which are also served by the Group.

The Directors consider that the Group is capable of and does carry on its business
independently of, and on arm'’s length basis with, the competing business of Air China Limited.

(f) Other interests of Directors

Philip Chen, Martin Cubbon, Davy Ho, James Hughes-Hallett and Christopher Pratt are all
directors of Swire. They are also employees of the John Swire & Sons Limited group ("Swire
Group™), so are Robert Atkinson and Tony Tyler. Henry Fan, Vernon Moore and Leslie Chang
are directors and employees of CITIC. Christopher Pratt, Philip Chen and Li Jiaxiang are
directors of Air China Limited. Swire, John Swire & Sons Limited, CITIC and Air China Limited
are substantial shareholders of the Company, as noted above.

The Company has an agreement for services (the “JSS Agreement”) with John Swire & Sons
{(H.K.) Limited ("JSSHK"), pursuant to which JSSHK provides advice and expertise of the
directors and senior officers of the Swire Group, full or part time services of members of the staff
of the Swire Group, other administrative and similar services and such other services as may
have been agreed from time to time.

In return for these services, JSSHK receives annual service fees calculated as 2.5% of the
Company's consolidated profit before taxation and minority interests after certain adjustments.
The Company also reimburses the Swire Group for all the expenses incurred in the provision of
the services at cost.
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The JSS Agreement took effect from 1st January 2005 and will terminate on 31st December
2007. However it is renewable for successive periods of three years thereafter unless either
party to it gives to the other notice of termination of not less than three months expiring on any
31st December.

As directors andfor employees of the Swire Group, Robert Atkinson, Philip Chen, Martin
Cubbon, James Hughes-Hallett, Davy Ho, Christopher Pratt, Tony Tyler and Robert Woods are
interested in the JSS Agreement.

{g) Interests in assets

As at the Latest Practicable Date, none of the Directors and the expert whose name is referred
to in the paragraph headed “Consent and Expert” in this appendix has or has had any interest,
direct or indirect, in any assets which have been, since 31st December 2006, being the date to
which the latest published audited accounts of the Group were made up, acquired or disposed of
by or leased to any member of the Group, or are proposed to be acquired or disposed of by or
leased to any member of the Group.

{h) Service contracts

No Director has a service contract with the Company which is not determinable by the Company
within one year without payment of compensation {other than statutory compensation).

CONSENT AND EXPERT

Commerzbank AG has given and has not withdrawn its written consent to the issue of this
Circular with the inclusion of its letter as set out in this Circular and references to its name in the
form and context in which they respectively appear in this Circular.

QUALIFICATION OF EXPERT

The following is the qualification of the expert which has given its opinion or advice which is
contained in this Circular:

Name Commerzbank AG

Qualification Commerzbank AG, acting through its Hong Kong branch, a licensed bank
under the Banking Ordinance and an authorised financial institution under
the SFO to conduct type 1 (dealing in securities), type 4 (advising on
securities) and type 6 (advising on corporate finance) regulated activities
as set out in Schedule 5 to the SFO, and appointed as the independent
financial adviser to the Independent Board Committee.
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As at the Latest Practicable Date, Commerzbank AG does not have any sharehelding interest,
directly or indirectly, in any member of the Group nor the right (whether legally enforceable or
not} to subscribe for or to nominate any person to subscribe for securities in any members of the
Group.

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the Framework Agreement and the Relevant Agreements are available for inspection
by Sharehotders during normal business hours at the registered office of the Company at 35th
Floor, Two Pacific Place, 88 Queensway, Hong Kong on weekdays other than public holidays up
to and including 29th June 2007.

POLL PROCEDURE

Under the articles of asscciation of the Company, at any general meeting, on a show of hands
every member present in person shall have one vote and on a poll every member present in
person or by proxy shall have one vote for every fully paid up share of which he is the holder. A
resolution put to the vote of a meeting shall be decided on a show of hands unless, before or on
the declaration of the result of the show of hands or of the withdrawal of any other demand for a
poll, a poll is duly demanded. Article 72 of the Company’s articles of association, provides that,
subject to the provisions of the Companies Ordinance, a poll may be demanded by:

()  the chairman of the meeting; or

(i) at least three members present in person or by proxy and entitled to vote at the meeting;
or

(i) any member or members present in person or by proxy and representing in the aggregate
not less than one-tenth of the total voting rights of all members having the right to attend
and vote at the meeting; or

(iv) any member or members present in person or by proxy and holding shares conferring a
right to attend and vote at the meeting on which there have been paid up sums in the
aggregate equal to not less than one-tenth of the total sum paid up on all shares
conferring that right.
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NOTICE OF EXTRAORDINARY GENERAL MEETING

CATHAY PACIFIC AIRWAYS LIMITED

{Incorporated in Hong Kong with limited liability)
(Stock Code: 293)

NOTICE OF MEETING

NOQTICE IS HEREBY GIVEN that an Extraordinary General Meeting of the shareholders
of Cathay Pacific Airways Limited will be held at the Pacific Place Conference Centre, Level 5,
One Pacific Place, 88 Queensway, Hong Kong on Friday, 29th June 2007 at 10:00 a.m. for the
purpose of considering and, if thought fit, passing, with or without modifications, the following
resolution as an ordinary resolution:

ORDINARY RESOLUTION

THAT the entering into of the Framework Agreement by the Company (a copy of which
agreement has been produced to the meeting and signed by the chairman of the meeting for the
purpose of identification), its term, the Transactions and the annual caps set out below be and
are hereby approved (terms defined in the circular to shareholders of the Company dated 31st
May 2007 having the same meanings when used in this resolution):

2007 2008 2009 2010 2011
(HK$ million) Cap Cap Cap Cap Cap
Services 3,000 3,300 3,630 3,893 4,393
2012 2013 2014 2015 2016
{HK$ million) Cap Cap Cap Cap Cap
Services 4,832 5315 5,846 6,431 7,075

By order of the Board

David Fu
Secretary
Hong Kong, 31st May 2007
Notes:
1. Any member entitled to attend and vote at the meeting convened by the above notice is

entitled to appoint one or more proxies to attend and, on a poll, vote instead of him. A
proxy need not be a member of the Company.

2. All proxies must be deposited with the Registrars, Computershare Hong Kong Investor
Services Limited, 18th Floor, Hopewell Centre, 183 Queen's Road East, Hong Kong,
not less than 48 hours before the time appointed for the meeting or any adjourned
meeting thereof.

3. The vote at the Extraordinary General Meeting will be taken by poll.
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CATHAY PACIFIC AIRWAYS LIMITED
(Incorporated in Hong Kong with limited liability)
(Stock Code: 293)

FORM OF PROXY for use at the Extraordinary General Meeting

l/We

of

being a Member/Members of Cathay Pacific Airways Limited, hereby appoint CHRISTOPHER
DALE PRATT of Hong Kong or failing him CHEN NAN LOK PHILIP of Hong Kong or failing him

Chairman of the Meeting or (see Note 1)
of

as my/our proxy to vote for me/us and on my/our behalf at the Extraordinary General Meeting of the
Company to be held on Friday, 29th June 2007 at 10:00 a.m. at the Pacific Place Conference Centre,
Level 5, One Pacific Place, 88 Queensway, Hong Kong and at any adjournment thereof on the
undermentioned resolution as indicated:

For (see Note 2) Against (see Note 2)

Ordinary Resolution

Number of ordinary shares to which this
proxy relates (see Note 3)

Signature

Dated 2007

Notes:

1. If you wish to appoint another person (who need not be 2 Member of the Company) as proxy the names as
shown above should be deleted and the name and address of the other person inserted.

2. Please indicate with “ ¥ in the appropriate space opposite the resolution how you wish the proxy to vote on
your behalf. If this form of proxy is signed and returned without any indication as to how the proxy shall
vote, he will exercise his discretion as to whether or not he abstains from voting and, if appropriate, as to
how he votes. Unless instructed otherwise, your proxy may also vote or abstain from voting as he thinks fit
on any other business (including any amendment to the resolution) which may properly come before the
meeting.

3. Please insert the number of ordinary shares to which this proxy relates in the box provided. If a number is
inserted, this form of proxy will be deemed to relate only to those shares. If no number is inserted, this form
will be deemed 1o relate to all the ordinary shares in the Company which are registered in your name
{whether alone or jointly with others).

4. In the case of joint shareholders, this form of proxy must be signed by the shareholder whose name stands
first in the Register of Sharcholders. '

5. In the case of a corporation, this form of proxy should be under its common seal or under the hand of an
officer of the corporation duly authorised.

6. To be valid, this form of proxy together with any power of attorney or other authority (if any) under which it
is signed or a notarially certified copy of such power or authority must be deposited at Computershare Hong
Kong Investor Services Limited, 18th Floor, Hopewell Centre, 183 Queen's Road East, Hong Kong not less
than 48 hours before the time appointed for the holding of the meeting.

7. Whether or not you intend to be present at the extraordinary general meeting you are requested to complete
the form of proxy. The completion of a form of proxy and returning it to the Registrars of the Company will
not preclude you from attending and voting in person at the meeting or poll concerned and, in such event,
the appointment of the proxy will be deemed to be revoked.

8. The vote at the Extraordinary General Meeting will be taken by poll.
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