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BUSINESS REVIEW

Along with the continuous and vigorous development of the Guangdong Province and the Pearl

River Delta region (the “PRD”), the three expressway projects invested by the Group, namely,

GS Superhighway, ESW Ring Road and Phase I West, have recorded continued steady growth in

both traffic flow and toll revenue during the period under review. For the six months ended

31st December, 2006, aggregate average daily traffic and aggregate average daily toll revenue of

the three expressways recorded an increase of 17% and 14% to 429,000 vehicles and

RMB11,532,000 respectively. Total toll revenue for the six months reached RMB2,122 million.

Benefiting from Shenzhen’s traffic restrictions on heavy trucks on certain of its local roads since

mid-September 2006, GS Superhighway’s average daily toll revenue has exceeded RMB10 million

in the fourth quarter of 2006.

Construction of Phase II of the Western Delta Route, connecting to Phase I West, has been

commenced since December 2005 and the works are in progress. Preparation works for Phase III

of the Western Delta Route are underway.

In view of the continuing expansion and improvement in the PRD expressway network, substantial

increase in car ownership, rapid growth in passenger and freight transportation and logistics

industry, all lead to tremendous traffic demand in the region. The Group expects that

GS Superhighway, ESW Ring Road and Phase I West will become increasingly important

components of the PRD expressway network, and that they will continue to enjoy stable growth in

traffic flow and toll revenue. At the same time, they provide the Group with opportunities to

explore and develop new projects.

Benefiting from the continuing Renminbi appreciation, the GS Superhighway joint venture

company has recorded exchange gains on retranslation of the United States dollar bank loans. As

at 31st December, 2006, the Group has HK$3.3 billion cash on hand and unutilised syndicated

bank loan facility of HK$3.6 billion. This strong financial position has secured the Group’s funding

capabilities to capture future project investment.
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Guangzhou-Shenzhen Superhighway (“GS Superhighway”)
GS Superhighway is the main artery of PRD’s expressway network, connecting with the four

major cities, Guangzhou, Dongguan, Shenzhen and Hong Kong. During the period under review,

GS Superhighway has exhibited strong growth. Average daily traffic rose 23% to 320,000 vehicles

and average daily toll revenue grew 15% to RMB9,968,000. Total toll revenue in the six months

amounted to RMB1,834 million, demonstrating that GS Superhighway still has capacity for

increasing traffic throughput.

Shenzhen has implemented a traffic restriction policy on heavy trucks on certain of its local roads

since mid-September 2006, requiring heavy trucks entering into the Huanggang Border Crossing

to travel directly to GS Superhighway through the Huanggang toll station. The joint venture

company offered concession tariff to these heavy trucks which therefore brought a positive return

to GS Superhighway.
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The joint venture company has persisted in upgrading its service standard and improving its

ancillary facilities. During the period under review, it has completed the construction of Nanping

toll station connecting Nanping Expressway in Shenzhen and the expansion of Huanggang toll

station in collaboration with Shenzhen’s traffic restriction on heavy trucks. It has also deployed

resources to enhance the safety facilities, strengthen the patrol and rescue services aiming to

improve emergency handling efficiency and minimize traffic congestion caused by traffic accidents.

As a result, the number of accidents, casualty, as well as the number of traffic congestion caused

had been significantly reduced. Currently, the joint venture company is actively expanding the

Futian, Fuyong and Xinqiao toll stations and increasing the number of traffic CCTV along the

superhighway. Upon completion of the aforesaid works, the traffic throughput of GS Superhighway

will be further enhanced.

After friendly negotiation, the joint venture company has agreed in principle, subject to approval

of the Guangdong Provincial Government, to take up RMB725.14 million, a part of the additional

investment of the Group incurred during the construction of the GS Superhighway. The above will

not have a material impact on the results of the operation of the Group.

Due to difficulties in changing the original land use to utilise land parcels already acquired within

the interchanges and along the GS Superhighway for property development and that the operation

of space under elevated sections for shops has primarily ceased for some time due to various

constraints, the above two projects will not be further proceeded with by the joint venture company.

With the continuous economic development of Guangdong Province and the expansion of the

PRD expressway network, together with the rapid increase in car ownership, the Group believes

that the traffic flow and toll revenue of GS Superhighway will maintain growth. To cater for the

increasing traffic demand, the joint venture company has been actively studying the feasibility of

widening GS Superhighway to 10 lanes.
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Guangzhou East-South-West Ring Road (“ESW Ring Road”)
ESW Ring Road connects to GS Superhighway, Guangzhou Nansha Port Expressway,

Phase I West, Guangfo Expressway and major feeder roads of Guangzhou. It plays a vital role in

relieving the pressure of traffic congestion in the inner city of Guangzhou and in providing a

speedy  rou te  pass ing  th rough Guangzhou en  rou te  to  o ther  des t ina t i ons .

ESW Ring Road is a major trunk route in the expressway network in the PRD and Guangzhou.

To meet increasing traffic needs, Guangzhou has been developing its city and road facilities

quickly, by constructing and expanding the road network. During the period under review, a local

toll free road, running parallel to a portion of the south-east section of ESW Ring Road, was

opened. This has resulted in mild traffic diversion from ESW Ring Road, and thus a slower traffic

growth of the project. The Group believes that the traffic and toll revenue of this project may

experience a slower growth in the coming year until this mild diversion has been fully digested.

Average daily toll revenue rose 1% to RMB1,168,000 and average daily traffic dropped 2% to

82,000 vehicles. Total toll revenue in the six months was RMB215 million.
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Phase I of the Western Delta Route (“Phase I West”)
Phase I West connects to ESW Ring Road in the north and National Highway 105 and Bigui Road

in the south. It is currently the only expressway directly linking Guangzhou and Shunde.

Phase I West continued to achieve robust growth in both traffic flow and toll revenue. During the

period under review, average daily traffic was 27,000 vehicles, an increase of 21% over the last

corresponding period. Average daily toll revenue was RMB396,000, an increase of 21% over the

last corresponding period. Total toll revenue in the six months reached RMB73 million.

With the continuing rapid economic development and the increasing inter-city business activities

between Guangzhou and Shunde, the Group believes that Phase I West will continue to grow in

traffic flow and toll revenue.
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Phases II and III of the Western Delta Route (“Phase II West” and “Phase III West”)
Phase II West is a 46 km expressway with 6 lanes in dual directions, connecting to

Phase I West in the north, and National Highway 105 and the proposed western expressway of

Zhongshan in the south. The project, in which the Group owns a 50% interest, has already

commenced construction in December 2005. According to the latest estimation, total investment

(excluding interest during construction) is approximately RMB4,900 million. The joint venture

agreement has been approved by the relevant authorities.

Phase III West is a 38 km expressway project to link up Phase II West to Zhongshan and Zhuhai.

In September 2005, the Group conditionally amended the agreements with the PRC partner of

Phase I West (same partner as Phase II West) to invest, construct and operate Phase III West.

Currently, preparation works are underway.

Upon the completion of Phase II West and Phase III West, the Western Delta Route will link up the

major cities including Guangzhou, Foshan, Zhongshan and Zhuhai and will become a strategic

route on the western bank of the PRD.

Hong Kong–Zhuhai–Macau Bridge Project
According to the latest news released by the Hong Kong Special Administrative Region, the

Central Government is highly supportive of the Hong Kong-Zhuhai-Macau Bridge project. The

State Council has recently set up a taskforce with a deputy director of the National Development

and Reform Commission as its convener to expedite the progress of the Hong Kong-Zhuhai-

Macau Bridge project. The taskforce has held its first meeting in January 2007. The Group is

confident that it will be in an advantageous position to assume an important role in this project

when it proceeds to the tendering stage.


