The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, 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 announcement.
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(A joint stock limited company incorporated in the People's Republic of China with limited liability)

Announcement

On 28 September 2001, the Shanghai Stock Exchange publicly censured the Company in respect of an Aircraft Acquisition Contract entered into by the Company with a third party on 22 December 2000, on the ground that the Aircraft Acquisition Contract was entered into by the Company without the prior approval of its board of directors and shareholders and that the Company did not make timely disclosure by way of a press announcement.  

The board of directors would like to stress that, for the purposes of regulatory requirements in Hong Kong and on the basis of the relevant Available Tonne Kilometers calculations in accordance with the terms of a waiver granted by the Hong Kong Stock Exchange to the Company in July 2000 (the details of which waiver are set out in the interim report of the Company for the six months ended 30 June 2001), the transactions contemplated under the Aircraft Acquisition Contract did not constitute any notifiable transaction under Chapter 14 of the Hong Kong Listing Rules.    

The Hong Kong Stock Exchange has indicated that it reserves the right to take appropriate action against the Company and/or its directors should there be any breach of the Hong Kong Listing Rules or directors' declaration and undertaking.

On 28 September 2001, the Shanghai Stock Exchange publicly censured China Eastern Airlines Corporation Limited (the "Company") in respect of the following matters:

1.
On 22 December 2000, the Company entered into a purchase contract (the "Aircraft Acquisition Contract") with a third party for the acquisition of certain aircraft by the Company involving a total consideration of approximately RMB4.52 billion, representing approximately 68% of the latest audited net asset value of the Company for the year ended 31 December 1999 (the "Net Asset Value").  This matter had not been approved by the board of directors of the Company and its shareholders, and was not disclosed by way of a press announcement on a timely basis.  

2.
On 16 January 2001, in respect of the Aircraft Acquisition Contract, the board of directors of the Company considered and approved in principle part of the acquisition, i.e., the acquisition of 15 feeder aircraft.  Such acquisition, if materialized, would involve a total consideration of approximately RMB2.1 billion, representing approximately 31% of the Net Asset Value.  Such decision of the board of the Company was not disclosed by way of a press announcement on a timely basis.

The board of directors would like to stress that, for the purposes of regulatory requirements in Hong Kong and on the basis of the relevant Available Tonne Kilometers calculations in accordance with the terms of a waiver granted by the Hong Kong Stock Exchange to the Company in July 2000 (the details of which waiver are set out in the interim report of the Company for the six months ended 30 June 2001), the transactions contemplated under the Aircraft Acquisition Contract did not constitute any notifiable transaction under Chapter 14 of the Hong Kong Listing Rules.    

The Company admits breach of the Listing Rules of the Shanghai Stock Exchange.  The Company takes the view however that the Company has not breached the Hong Kong Listing Rules.  The Company also takes the view that it has not breached its Articles of Association.

As at the date hereof, the Aircraft Acquisition Contract has not been approved by the relevant authority in the People's Republic of China.  The Company believes that the entering into of the Aircraft Acquisition Contract has not resulted in any damage or loss being made to the interests of the Company and its shareholders.  If and when the Aircraft Acquisition Contract is approved, the Company will comply with the requirements under the relevant regulations and will make further disclosure to inform its shareholders.

The Hong Kong Stock Exchange has indicated that it reserves the right to take appropriate action against the Company and/or its directors should there be any breach of the Hong Kong Listing Rules or directors' declaration and undertaking.

By Order of the Board of Directors,

Luo Zhuping

Company Secretary

29 September 2001, Shanghai
Please also refer to the published version of this announcement in the South China Morning Post and Hong Kong Economic Times.
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