CHINA SOUTHERN AIRLINES COMPANY LIMITED
REQUEST FOR PROPOSAL
PEETMERARAIATFENE

November 26, 2019
2019 4 11 A 26 H
To whom it may concern {2 #

(A) Background ¥ &

China Southern Airlines Company Limited (“CSACL”) would like to introduce a batch
of aircraft including B737-8, A320NEO and A321NEO to be delivered within the year
of 2021, 2022 and 2023 (hereinafter referred to as the “Aircraft” all together or “Each
Aircraft” for individual) by means of operating lease. (The “Transaction”).
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(B) Request for Proposal i #%al

If you are a Lessor who meets the requirements listed in part (C) of this RFP below (a
“Qualified Lessor”), you may submit a proposal for the Transaction for all Aircraft or
some of the Aircraft. The terms of your proposal are expected to strictly follow (i) the
terms set out in this RFP and (ii) the specific requirements of this Transaction which
will be provided to you after we verify that you satisfy the requirements listed in part
(C) and are a Qualified Lessor.
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CSACL will evaluate your proposal from the perspective of economic analysis,
compliance with requirements of this RFP and of CSACL and any other factors which
CSACL considers relevant. CSACL reserves the right to reject any or all proposals.
Any or all agreements which are reached in connection with this Transaction shall
subject to obtaining the relevant government approvals and/or the board approval of
CSACL.
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(C) Qualification of Lessor A ¥ &

The Lessor who submits a proposal shall meet the following requirements:

1. The country of domicile or incorporation of the Lessor, shall maintain diplomatic
relations with the People’s Republic of China. This is not applicable to the Lessor who
is domiciled or incorporated in Mainland China, Hongkong SAR, Macau SAR or
Taiwan.

2. The Lessor has confirmed B737-8/A320NEO/A321NEOQO positions which are
available for operating lease within the year of 2021, 2022 and 2023.

3. The Lessor should have a portfolio of no less than thirty (30) aircraft inclusive of
owned aircraft and confirmed orders.

4. As of the date of this RFP, the Lessor, any entity that has majority ownership or
control (directly or indirectly) of the Lessor (“Lessor Parent”), any subsidiaries or any
other entity which the Lessor or the Lessor Parent has majority ownership or control of
(directly or indirectly), or any guarantor providing a guarantee of the Lessor’s
obligations to CSACL under the Transaction (if any) is not and shall not have been a
party to a legal or administrative proceedings or arbitration against CSACL, any entity
that has majority ownership or control (directly or indirectly) of CSACL (“CSACL
Parent”), any subsidiaries or any other entity which CSACL or CSACL Parent has
majority ownership or control of (directly or indirectly), as applicable(“China
Southern Group Members”). Any individuals who have been the directors,
supervisors or executive officers of the companies which are currently or have been
parties to legal or administrative proceedings or arbitrations against China Southern
Group Members, shall not be employed by Lessor, Lessor Parent, any other entity
which the Lessor or the Lessor Parent has majority ownership or control of (directly or
indirectly), or any guarantor providing a guarantee of the Lessor’s obligations to
CSACL under the transaction (if any).

5. For one (1) year period prior to the date of this RPF, the Lessor shall have a net worth
of no less than US$25,000,000 (Twenty-five million US Dollars), or shall be jointly and
severally guaranteed throughout the Lease Term by an entity meeting that requirement.
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(D) Structure of Transaction 2 % £ 14

The Lessor selected by CSACL will lease Each Aircraft to CSACL by way of an
operating lease (the "Lease"). Under the Lease, CSACL shall have no obligation to
purchase the Aircraft upon expiry or termination of the Lease.
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Since the jurisdiction of incorporation and tax residence of the Lessor will affect the
risk and economic cost of each Lease to CSACL. CSACL strongly requests that each
Aircraft be leased to CSACL using a tax optimized structure, including through one or
more intermediate special purpose vehicles (“SPV”) set up in any Free Trade Zone in
China (“FTZ China”). The SPV could be owned or controlled by either Lessor or
CSACL. In your proposal, please state clearly Lessor’s jurisdiction of incorporation,
and whether the Lessor will set up an SPV within FTZ China, or lease the Aircraft
through an SPV set up by CSACL. If, in your proposal, Lessor can accept to lease the
Aircraft through SPV owned or controlled by either Lessor or CSACL, CSACL shall
have the right to determine whether the CSACL or Lessor shall own or control the SPV
in the LOI or lease agreement negotiation.
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Lessor HH A

Lessee &AM A

Aircraft Type and

Delivery Period
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Lease Term

iRl

Rent
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Lessor shall be legally incorporated in a jurisdiction acceptable
to CSACL.
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CSACL. &t

Brand new B737-8, A320NEO and A321NEO to be delivered
within the year of 2021, 2022 and 2023.
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CSACL will not be obligated to take the delivery of the B737-
8 Aircraft unless the Aircraft acquire the P.R.C. Standard
Certificate of Airworthiness for transport category aircraft
issued by CAAC in accordance with CCAR Part 21. Should the
B737-8 Aircraft has not acquired the P.R.C. Standard
Certificate of Airworthiness issued by CAAC six (6) months
after scheduled delivery month, Lessor and CSACL shall
consult in good faith and have the right to terminate the lease
agreement.
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The term of leasing of the Aircraft will commence on the
Delivery Date and continue for a term of twelve (12) years. The
Lessee has the right to redeliver the Aircraft three (3) months
before or after the twelfth (12th) year anniversary to coincide
with the time of completion of the redelivery check.
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Lessor shall calculate and provide a fixed rent according to the
expected delivery month of the Aircraft. Lessor shall consider
Manufacture’s Escalation Factor and its financial cost when
calculating the fixed rent. This fixed rent, once provided, will
not be adjusted in accordance with Manufacture’s Escalation
Factor or swap rate changes and will be fixed throughout the
lease term except for the SPEC changes which result in rental
adjustment.



Security Deposit
24
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CSACL shall have the option to either (i) settle the cost related
to SPEC Changes by making a lump sum payment (or a lump
sum rent deduction) to the Lessor immediately prior to the
Delivery Date or (ii) by paying an increased amount of Rent on
each rent payment date during the Lease Term (the
“Modification Rent”) reflecting the cost of such SPEC
Changes, which will be discussed during the LOI negotiation
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CSACL strongly recommends Lessor(s) to provide the Rent
expressed in USD and RMB respectively. When evaluating the
proposal (as set out in Section(l)), CSACL will rank the
proposal with the Rent expressed in RMB along with the
proposal with the Rent expressed in USD, and tend to consider
the proposal with the Rent expressed in RMB prior to the
proposals with the Rent expressed in USD appropriately.
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1. For each Aircraft, a security deposit in an amount equal to
two months’ rent will be provided to Lessor as follows: a
net cash amount equal to US$100,000 will be paid to Lessor
five (5) business days after the signing of LOI.

2. A net cash amount equal to the remaining of one month’s
rent less US$100,000 will be paid to Lessor five (5)
business days after the signing of Lease Agreement.

3. Lessee will provide to Lessor a standby Letter of Credit by
authenticated swift in an amount equal to two months’ rent
prior to delivery of the Aircraft and Lessor shall return to
Lessee the cash portion of the security deposit received
from Lessee immediately within five (5) business days on
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Conditions on Lessor’s
Right of Transfer or
Assignment

HAEARCR &4

receipt of the Letter of Credit.

Lessor acknowledges and agrees that the principal branches
located in Guangzhou or other major PRC cities of Bank of
China, China Construction Bank, Industrial & Commercial
Bank of China and the Agricultural Bank of China shall be
acceptable to Lessor as Letter of Credit issuing bank. Lessor
will not require any such Letter of Credit to be confirmed by
any local or overseas confirming bank.

Should the delivery of the Aircraft not occur as a result of
any event or other circumstances which is not within the sole
and direct control of Lessee, the cash Deposit (if any) shall
be returned to Lessee and/or the Letter of Credit (if any) shall
be cancelled and returned to the Lessee within five (5)
business days, as the case may be.
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Lessor and Owner’s rights of transfer, assignment or sale of its
rights and/or obligations to a new party (the “Transferee™) are
subject to compliance with the following conditions:

1. Except for any Transferee which is domiciled or
incorporated in Mainland China, Hongkong SAR, Macau SAR
or Taiwan, the country of domicile or incorporation of the
Transferee maintains diplomatic relations with the PRC.
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2. The net worth of Transferee or the net worth of any parent of
Transferee which guarantees in full the obligations of the
Transferee is for the one (1) year period prior to such transfer
assignment or sale, not less than Twenty-Five Million U.S.
Dollars (US$25,000,000).

3. The transfer, assignment or sale will not increase the risk,
cost or obligation to CSACL or decrease the rights of CSACL.
4. CSACL will not be obligated to pay any greater amount
following such assignment or sale than it would have had to
pay but for such transfer, assignment or sale and the Lessor will
indemnify CSACL on demand for any loss suffered or cost
incurred as a result of such transfer, assignment or sale.
5.Transferee, Aircraft owner ( “Owner” ) and Owner’s lender
(which, for the avoidance of doubt, may be represented by or
acting through a security trustee or security agent) will, prior to
such assignment or sale being effective, have given CSACL a
quiet enjoyment undertaking or a confirmation that any quiet
enjoyment undertaking previously given is still valid and in full
force and in effect and an acknowledgment that each of
Transferee, Owner and/or Owner’s lender (which, for the
avoidance of doubt, may be represented by or acting through a
security trustee or security agent), as the case may be, agree to
be bound by the terms.

6.The Transferee, any entity that wholly owns or controls the
Transferee (“Transferee Parent”), any subsidiaries or any other
entity which is majority owned or controlled (directly or
indirectly) by the Transferee or the Transferee Parent, as
applicable, is not and shall not have been party to a legal or
administrative proceedings or arbitration against CSACL, any
entity which directly or indirectly owns or controls majority of
CSACL (“CSACL Parent™), any subsidiaries or any other entity
[100%/majority] owned or controlled (directly or indirectly) by
CSACL or CSACL Parent, as applicable, prior to or at the time
of such assignment or sale. Any individuals who have been the
directors, supervisors or executive officers of the companies
which are currently or have been parties to legal or
administrative proceedings or arbitrations against China
Southern Group Members, shall not be employed by the
Transferee, Transferee Parent, any other entity which the
Transferee or the Transferee Parent has majority ownership or
control of (directly or indirectly), or any guarantor providing a
guarantee of the Transferee’s obligations to CSACL under the
transaction (if any).

7. The Transferee shall be reputable with reasonable experience
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Delivery Location

AT H

in aircraft leasing and have international operations (or will be
managed or serviced by entities which are reputable with
reasonable experience in aircraft leasing and have international
operations).

8. The Lessor shall reimburse Lessee's reasonable and properly
documented costs and expenses incurred in co-operating with
Lessor or Owner (as the case may be) in connection with such
proposed transfer including in providing technical personnel to
be present in connection with any Lessor-required inspection
of the Aircraft. Specifically, in respect of any transfer or sale,
Lessor shall reimburse Lessee the amount of US$20,000.

9. Others.
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The Aircraft shall be delivered at the location of its
manufacturer.

AL BLAE LR 3 B BT A AT



Permitted Sub-lessees
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Agreed Value
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Transaction Expenses
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Technical conditions
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Lessee will be entitled to sublease the Aircraft to a Permitted
Sub-lessee without the prior consent of the Lessor. A permitted
Sub-lessees list will be agreed between Lessor and Lessee and
included in the Lease.
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You are required to propose a schedule of Agreed Values which
will decline annually over the Lease Term.
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Lessor and Lessee will each bear its own legal and out- of-
pocket expenses incurred in connection with the Transaction.
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See Attachment A and B for technical conditions including but
not limited to Aircraft specification, delivery condition and
redelivery condition.
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(F) Verification of Lessor’s Qualification % 4 B A % R

If you are interested in the Transaction, please send us an email on or before 17:00
December 3 2019(Beijing Time) to the following contact together with evidence of
your portfolio and value of your net asset or a guarantee as set out in above (C) 2, (C)
3 and (C) 5, and make a statement by email that you meet the requirement as set out
in above (C) 4. We will verify your qualification and send the detailed requirements
to all Qualified Lessor on or before 17:00 December 6 2019 (Beijing Time) by email.
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Amy Zhang (5K 5= #)

Fleet Planning, Strategic Planning & Investment Division
China Southern Airlines Company Limited

Email: zhanglma@csair.com

Yujie Chen (FRF7%)

Fleet Planning, Strategic Planning & Investment Division
China Southern Airlines Company Limited

Email: chenyja@csair.com

Jenny Hu (¥ 1F %)

Aircraft Lease Management, Finance Division
China Southern Airlines Company Limited
Email: huyw@csair.com

Candice Lin (#k 1 #n)

International Legal Affairs/ Laws & Standards Division
China Southern Airlines Company Limited

Email: linjingru@csair.com

(G) Submission of Proposal #% & #

Please put four (4) hard copies of original of your proposal duly signed by an authorized
signatory and an USB containing the electronic version of your proposal in an envelope
and seal it and submit your proposal on December 27 2019 (Beijing Time) at a designated
place in CSACL Building located in No. 68 Qixin Road, Guangzhou, China.
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(H) Modifications to RFP ## E4 %

CSACL may, at its sole discretion, vary the terms of the RFP from time to time before
the required time of submission of proposals referred to in (G) above. If CSACL varies
the terms of the RFP, CSACL will notify you in writing.
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(1) Evaluation of Proposal ~ #t #+ 3 &

After the submission of the first proposal (the “First Proposal”), CSACL will choose
the proposals which are in compliance with (i) the terms of this RFP Cii) Aircraft
Specification as defined in Attachment A and (iii) strict compliance with Mandatory
Terms as defined in Attachment B. CSACL will evaluate the chosen proposal by
respective aggregated present value of the All-inclusive Lease Cost for each Lease
(including the all-in rental cost, the total redelivery compensation amount, technical
incremental cost (as described in Attachment B) )(the “All-inclusive Lease Cost™), and
select number of aircraft ranking from the lowest aggregated present value of All-
inclusive Lease Cost. The Lessor(s) of all the shortlisted Aircraft will be invited to
submit an optimistic proposal.
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Similarly, after the submission of the second proposal, CSACL will evaluate these
proposals by their respective aggregated present value of the All-inclusive Lease Cost
for each Lease. Lessor(s) with competitive second proposals may be invited to a face
to face meeting with CSACL and, thereafter, improve the proposals. Based on the result
of the final evaluation of the proposals, CSACL will shortlist the proposals as the
number of the aircraft in need. Lessor(s) whose proposals are shortlisted will be invited
into LOI negotiations with CSACL.
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With respect to one proposal, should only part of the aircraft be shortlisted to submit
optimistic proposal or participate the face to face meeting pursuant to the above-
mentioned criteria, the remaining aircraft of the same type to be delivered within the
same Yyear in such proposal shall also be considered shortlisted.
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Should CSACL and the said Lessor(s) fail to reach an agreement during LOI
negotiations, CSACL reserves the right to invite the Lessor with the next lowest
aggregated present value of All-inclusive Lease Cost in respect of the relevant Lease to
enter into LOI negotiations with CSACL.
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(J) Confidentiality %%

Please note that any information disclosed to you by CSACL concerning this
Transaction shall be kept strictly confidential. Without the written consent of CSACL,
any information shall not be disclosed to any third party.
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For and on behalf of
China Southern Airlines Company Limited

=

Wu Rongxih
Senior Vice President
Strategic Planning & Investment Division
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